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The Honorable Gerald R. Ford 
President of the United States 
The White House 
Washington, D. C. 20500 

Dear Mr. President: 

January 21, 1975 

This is in reference to your proposed action of imposing 
a $1-$3-per-barrel import fee or tariff on imports of crude . 
oil (and a tariff of simila.r incidence on petroleum products) 
under Section 232, the national security provision of the 
Trade Expansion Act of 1962. 

There has been no indication of which I am aware that 
the Secretary of the Treasury has conducted an investigation. 
and recommended to you on the basis of such an investigation 
the action you propose to take under Section 232 of the Trade 
Expansion Act. In the absence of any indication along these . 
lines, I must assume that you are acting under the national ~e
curity investigation and Presidential finding of 1959 under 
which the import quota system on petroleum and petroleum products 
was established some 15 years ago. · 

I am aware that the President in February of 1973 changed · 
the import quota system on petroleum and petroleum products to 
an import license fee system without benefit of a new national 
security in\Testigation and Presidential finding. Such action 
at that time was not broadly questioned by the Congress, although 
many HeI'C'.bers, including Members of the Committee on Ways and 
Means, had reservations concerning the basis of that.action. 
Under H.R. 14462, as reported by the Committee on Ways and Means, 
any import restriction on petroleum under Section 232 would have 
becoree subject to specific legislative criteria. Also reflecting 
those concerns are the new procedural and reporting requirements 
which were added by amendments to Section 232 contained in the 

· Trade Act of 1974, Public Law 93-618. 

'l.'herc are serious legal questions created by continued 
Presidential use of Section 232 to drastically change (merely 
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by issuing executive orders) restrictions on imports of petrolE 
products without benefit of the statutory investigation and 
findings ~equired by that provision. 

It can be recognized that the President from time to time 
would find it necessary to make some changes in the program of 
adjusting imports under Section 232 in light of changing circurr 
stances. However, the original thrust and purpose· of the 1959 
national security finding with respect to petroleum has all but 
disappeared. Obviously what remains is the continued, even in
creased dependence on imports of petroleum and petroleum produc 
The question is how best this situation can be dealt with in 
light of completely different circumstances in 1975? 

The divergence of economic interests involved in the exist 
· complicated import license fee system on oil imports will be 
exacerbated by the additional , and changing level of import fee 
which you propose to impose under Presidential authority . The 
changing costs and price conditions which the import fee will 
c reate are not conducive to sound legislation. 

As you have implied in your message to the Congress, the 
energy and indeed the economic problems \·1e face call for cornpre 
hensive and consistent legislative approach . In this regard, 
there is a preferable course to take and one which will provide 
the greatest degree of cooperation between the Executive branch 
and the Congress. To this end I respectfully request that you 
take no further action under the national security provision to 
impose additional fees or tariffs on imports of petroleum and 
petroleum products, but await appropriate legislative action. 
As I am sure you are aware the Committee on Ways and Neans is 
responding to your request for action by making your proposal 
the first order of business . 

so/!rt!iiz~ 
A~llman ~ 
Chairman 

AU:hll 
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MEMORANDUM FOR: 

THRU: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

January 21, 1975 

MAX L. FRIEDERSDORF 

VERN LOEN ,/f---. 
DOUG BENNETT P'?~ 

Tariff on Imported Crude Oil 

In addition to the Kennedy-Jackson resolution which would delay for 90 days 
any action the President takes, Tip O'Neill will probably introduce this 
week a similar resolution and John McFall will introduce a sense of the 
Congress resolution. Apparently, there are approximately 200-250 co
sponsors for these bills. 

Although Mansfield may simply call up the Senate resolution without 
hearings, there will be a difficult procedure in the House. Since the ad
vocates will not get unanimous consent, the measures will be referred to 
Ways and Means and handled by the Trade Subcommittee. [As Phil Landrum 
has gone to the Budget Committee, he will not chair, Bill Green will.] On 
the Republican side are Barber Conable and Jerry Pettis, both advocates 
of the President's program. Further, I expect Charlie Vanik will attempt 
to take an active role - he is opposed to the tariff , naturally. The bottom 
line is that we have substantial problems in committee vis-a-vis the 
Ullman letter to the President as well as subcommittee make-up. 

I think it important that the full story behind this Presidential decision 
be presented to the full Ways and Means Committee. Frank Zarb would 
be the ideal spokesman and we should consider asking Ullman to allow 
Zarb to testify {Schneebeli, Conable, Waggonner, Burleson and others 
will support such a request). This should be done soon so as to blunt 
strong opposition from building up on the committee. 

/ 
cc: B. Kendall, P. O'Donnell, B. Wolthuis, C.~ 



MEMORANDUM FOR: 

THRU: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

January 22, 1975 

MAX L. FRIEDERSDORF 

VERN LOEN ti L 
DOUG BENNETT ~ 

Tariff on Imported Crude Oil 

The President's indication that he will proceed with the proclamation 
has prompted the Ways and Means Committee to hold hearings tomorrow 
on the Green Bill to diffuse the President's action (attached). The· 
Trade Subcommittee will be bypassed in favor of full committee con
sideration (the subcommittee system is already breaking down). The 
bill will mo st likely be approved by the committee and attached to the 
debt limit authorization which must be passed by February 18. 

As I see it, the President has four alternatives: 

( 1) Back down and do nothing. 
(2) Proceed as planned. 
(3) Compromise by imposing $1 tariff and holding it at that level 
pending action by the Congress. 
(4) Greater compromise by delaying action for one month from 
today - to February 22 - to force Congress to act. If no action, 
he would proceed with the $1,$2, and $3 tariff. 

RECOMMENDATIONS 

(1) Reject.Initiative would be lost by caving in to the Demos. 
(2) Possible alternative but forces direct confrontation which 
could result in antagonism toward all the other parts of the 
President's program. 



(3) Favor as it would be a form of compromise, forces 
Congressional action, may diffuse effort to attach to debt 
limit authorization (but risk still remains) and expresses 
willingness to cooperate and compromise. Conable and 
Waggonner favor this. 

(4) A good possibility as it forces Congressional action, 
probably eliminates debt limit problem, brings energy 
package back into relief package (particularly in light of 
Ullman's inclination to separate per this morning 1 s memo 
to you), maintains initiative and keeps President on the 
offense and focuses the "lack of leadership" label on the 
Congress. Also demonstrates compromise, etc. 

Attachment 

cc: Kendall, O'Donnell, Leppert, Wolthuis 



. " 

94th Congress 
1st Session 

Mr. Green (for himself and 

To 

A B I L L 

suspend for a 90-day period the authority of the President 
under section 232 of the Trade Expansion Act of 196~ or 
any other provision of law to increase tariffs, or to take 
any other import adjustment action, with respect to petro
leum or products derived therefrom; to negate any such 
action which may be taken by the President after January 15, 
1975, and before the beginning of such 90-day period; and 
for other purposes. 

Be it enacted by the Senate and House of Representatives 

of the United States of America in Congress assembled, That, 

du~ing the period beginning on the date of the enactment of 

this Act and ending at the close of the 90th day thereafter, 

nothing-in section 232(b) of the Trade Expansion Act of 

1962 (19 U.S.C. 1862(b)) or in any other provision of law shall 

be deemed to grant to the President any authority to adjust 

imports of petroleum or any product derived therefrom. 
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Sec. 2. (a)(l) Any action which is taken after January 

15, 1975, and before the date of the enactment of this Act 

by the President under section 232(b) of the Trade Expansion 

Act of 1962 or any other provision of.law which results in 

the imposition of a rate of duty on petroleum or any product 
.. 

derived therefrom shall cease to have effect on the date of 

the enactment of this Act, and the entry or withdrawal of 

petroleum and any product derived therefrom on or after such 

date of enactment shall be duty-free. 

{2) Upon appropriate request therefor filed with the 

customs officer concerned on or before the 60th day after the 

date of the enactment of this Act, the entry or withdrawal 

of petroleum or any product derived therefrom to which a 

rate of duty imposed by the President (pursuant to any ac

tion by him after January 15, 1975, and before the date of 

the enactment of this Act under such section 232(b) or any 

other provision of law) applies shall, notwithstanding the 

provisions of section 514 of the Tariff Act of 1930 or any 
-

other provision of law, be liquidated or reliquidated as if 

no duty applied to such entry or withdrawal. 
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(b)(l) Any action which is taken after January 15, 1975, 

and before the date of the enactment of this Act by the 

President under section 232(b) of the Trade Expansion Act of 

1962 or any other provision of law which results in the 

imposition of a tax or fee on the importation of petroleum 

or any product derived therefrom which is higher than the 

tax or fee imposed on the importation of petroleum or any 

such product on January 15, 1975, shall cease to have effect 

on the date of the enactment of this Act; and the tax or fee 

imposed on the importation of petroleum or any product 

derived thereform after such date of enactment shall be the 

tax or fee in effect on January 15, 1975. 

(2) Upon request therefor filed with the appropriate 

Federal agency on or before the 60th day after the date of 

the enactment of this Act, the a.mount of any tax or fee 

imposed by the President (pursuant to any action by him 

after January 15, 1975 1 and before the- date of the enactment 

of this-Act under such section 232(b) or any other provision 

of law) and paid by any person on the importation of 

petroleum or any product derived therefrom which. exceeds the 

tax. or fee that was imposed with respect to the importation 

of petroleum or products derived therefrom on January 15, 

1975, shall be rebated to such person. 
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Sec. 3. If during the 90-day period referred to in 

the first section of this Act--

( l) the Congress declares war, 

(2) United States Armed Forces are introduced into 

hostilities pursuant to specific statutory authoriza

tion, 

(3) a national emergency is created by attack upon 

the United States, its territories or possessions, or 

its Armed Forces, or 

(4) United States Armed Forces are introduced 

into such hostilities, situations, or places, or are 

· enlarged in any foreign nation, under circumstances 

which require a report by the President to the Congress 

pursuant to section 4(a) of the War Powers Resolution 

(50 U.S.C. 1453(a)), 

the first section of this Act shall not thereafter apply. 



FOR Ritt.US!: UPON SIONA TU RE January 23, 1975 

Office of the White House Press Secretary 

----~~---~-----------------------~------------~------~-~--~---

THE WHITE HOUSE 

MODIFYING PROCLAMATION NO. 3279, RELATING TO 
IMPORTS OF PETROLEUM AND PETROLEUM PRODUCTS, 

AND PROVIDING FOR THE LONG-TERM CONTROL OF 
IMPORTS OF PETROLEUM AND PETROLEUM PRODUCTS 

THROUGH A SYSTEM OF LICENSE FEES 

- - - .. - ... -
BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 

A PROCLAMATION 

WHEREAS the Director of the Office of Civil and Defense 
Mobilization found pursuant to Section 2 of the Act of July 1, 
1954, as amended (19 u.s.c. 1352a), "that crude oil and the 
principal crude oil derivatives and products are being im
ported in such quantities and under such circumstances as 
to threaten to impair the national security;" and 

WHEREAS, Proclamation No. 3279 as well as modifications 
thereof, including Proclamation No. 4210 which suspended 
tariffs on imports of petroleum and petroleum products and 
established a system of license fees for such imports, was 
issued pursuant to this finding; and 

WHEREAS, although conditions in world oil markets have 
changed significantly in recent years, the above finding 
continues to be valid at the present time; and 

WHEREAS, the Administrator of the Federal Energy 
Administration who maintains constant surveillance of imports 
of petroleum and its primary derivatives in respect to the 
national security, and who has reviewed the current status 
of imports under Proclamation No. 3279, as amended, has 
reconunended that the method of adjusting imports of crude 
oil and the principal crude oil derivatives and products 
be modified; and 

WHEREAS, I agree with this recommendation; and 

WHEREAS, pursuant to Section 232 of the Trade Expansion 
Act of 1962, as amended (19 u.s.c. 1862), the Secretary of 
the Treasury having made an appropriate investigation to 
determine the effects on t,he national security of imports of 
crude oil and the principal crude oil derivatives and products 
and having considered the matters required by him to be 
considered by the Trade Expansion Act of 1962, as amended, 
has reported the findings of his investigation and has advised 
me that crude oil, the principal crude oil derivatives and 
products, and related products derived from natural gas and 
coal tar, are being imported in such quantities and under 
such circumstances as to threaten to impair the national 
security and has recommended that I take action to reduce 
such imports; and 

more 

{OVER) 
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WHEREAS, having considered the matters required by me to 
be considered by the Trade Expansion Act of 1962, as amended, 
I agree with the said advice; and 

WHEREAS, I find and declare that adjustments must be made 
in imports of crude oil, the principal crude oil derivatives 
and products, and ,related products, so that suc.h imports will 
not so thr~aten to impair the national security; and 

WHEREAS, I judge it necessary and consistent with the 
national security to further discourage importation into the 
United States of petroleum, petroleum products, and related 
products, in such quantities or under such circumstances as 
to threaten to impair the national security; to create con
ditions favorable to .domestic crude oil production needed for 
projected nat:tonal security requirements; and to increase the 
capacity of domestic refineries and petrochemical plants to 
meet such requirements; and to encourage the development of 
other sources of energy; and 

WHEREAS, in order to achieve the above object 1 ves.,_ I 
det~rn4,i.e that a supplemental fee s11ould be imposed op. ~11 
import·s of petroleum and petroleum products, and that .certain 
other changes in the existing license fee system b.e made; and 

WHEREAS, I have instructed the Administrator of the 
Federal Energy Administration to evaluate the structure and 
scope of coverage of those aspects of the exi~t,ing _Mandatory 
011 Import Program which are not changed by this Proclamation,., 
and to .report to me within three months with his recommendations; 

NOW, THEREFORE, I, GERALD R. FORD, President of the 
United States of America, acting under and by V~:i:'tue 9f the 
authority vested in me by the Constitution and the laws·of the 
United States, including Section 232 of the Trade Expansion 
Act of 1962, as amended, do hereby proclaim that, effective 
as of February 1, 1975, a new system of oil import fees is 
instituted, and accordingly, Proclamation No. 3279'1 as amended, 
is hereby further amended as follows: 

Section 1. Subparagraph (1) of paragraph (a) of section 3 
is amended to read as follows: 

"Sec. 3(a)(l). Effective February 1, 1975, the 
Administrator shall. issue allocations and licenses subj.ect 
to fees, on imports of crude oil, unfinished oils, and finished 
product~. Such licenses shall require, among other appro
priate provisions, ·that: 

(i) 
produpts, 
Sectiqn 2 
barrel; 

with r~spect to imports of crude oi.1 and natural gas 
over and above .the .levels of imports established in 
of this Proclamation, such fees shall be $0.21 per 

(ii) with respect .to imports of motor gasoline, unfinished 
oils, and all other finished products (except ethane., propane, 
butanes, and asphalt). over and above the levels of imports 
established in Section .2 of this Proclamation, such fees shall 
be $0.63 per barrel; 

more 
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(111) with respect to imports of crude oil, natural gas 
· products, unfinished oils, ·and all other finished products 

(except ethane, propane, butanes, and asphalt) entered into 
the customs territory of the United States on or after 
February 1, 1975, there shall be a·supplemental fee per 
barrel, of $1.00, rising to $2.00 on imports entered on or 
after March 1, 1975, and to $3.00 on imports entered on or 
after April 1, 1975; · 

(iv) with respect to the fees imposed pursuant to 
paragraphs 3(a)(;l.)(i)-(111)', the amount of such fees shall 
be reduced, on a monthly basis, by an amount equal to any 
applicable duties paid less any drawbacks received during 
the same period, except that where duty drawbacks exceed 
the .duty paid during that·period, the net. differences shall 
be applied to subsequent periods; 

(v) with respect to all licenses issued prior to the 
effeetive date of this Proclamation, such licenses shall be 
subJeot to paragraph 3.(a)(l)(iii), regardless of whether 
such licenses were issued a·s a result of payment or fees or 
an allocation not subject to fee; 

(vi) with respect to 11censes issued prior to the 
effective date of this Proclamation, not subject to the 
license fee prescribed in paragraph 3(a)(l)(1)-(ii) or 
licenses issued by prepayment of such fees, payment of the 
fees prescribed in paragraph 3(a)(l)(i1i) shall be made no 
later than the. last day of the month following the month in .
which such imports were released from customs custody or 
entered or withdrawn from warehouse for consUJ11ption, which
ever occurs first. With respect to licenses subject to the 
fees prescribed in paragraph 3(a)(l)(i)-(ii) b~t issued 
agains~ a surety·bond, payment of the fees prescribed in 
paragraph 3(a)(l)(i11) shall be made simultaneously with 
payment of the fees prescribed in paragraph 3(a)(l)(1)-(ii). 
Notwithstanding the provisions of paragraph (b) of Section 3, 
surety bonds need not be increased to cover the additional fee · 
liability on licenses issued prior to the effective date of 
this rroclamation; . . . 

. ' 
. ~vii) with respect to licenses issued on or after 

February 1, 1975, for imports entered into the customs ter
r11?ory of the United States prior to April 1 ~ 197'5, an amount 
or fees under paragraph 3 (a)( 1 )(iii) equal to those due on 
April l, 1975, shall be. payable, subject to refund of the 
difference between the amount of the fee applicable at the 
time the imports are entered and the amount alread~ paid; 

(viii) with respect to licenses issued pursuant to 
paragraph 3(a)(l)(11i) for imports other than (A) cr~de oil 
as defined for purposes of the Old Oil Allocation P·rogram which 
is imported for refining or (B) products refined in a., refinery 
outside of the customs territory as to,which crude oil. runs to 
stills would qualify a refiner to receive entitlements under 
the Old Oil Allocation Program, the Administrator may by 
regulation reduce the fee payable by the following amounts, 
or by such other amounts as he ·may determine to be-. necessary 
to achieve the objectives of this Proclamation and the 
Emergency Petroleum Allocation Act of 1973: 

-.for imports entered into the United States customs ter
ritory during the month .:ot February, 1975, $1.~00 per barrel; 

more 
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- for impo?"ts entered· during the. month of March, 1975, · 
$1.40 per barrel; 

- fo·r imports entered ·during the month of April, 1975, 
and thereafter, $1.80 per barrel. 

' . -
(ix) with respect to licenses issued pursuant to 

paragraph 3(a)(l)(i)-(iii), the Administrator: 

(A) with respect to imports of crude oil, to the extent 
that such imports are refined into products or incorporate·d 
into petrochemicals exported from the United States aptt its . 
territories .. and posse-ssions, shall refund any fee collected; 
:provided, that the Administrator tnay limit the quantity of 
exports to which refunds under this provision may be applicable; 

(B) with respect to unfinished oils, may, by regulation, 
provide for refunds to the extent··that ·such uri:f1n1shed oils 
are refined into products or incorporated into petrochemicals 
which are exported from the United States and its territories 
and possessions; and 

(C) with respect to petrochemicals, shall specify, by 
regulation, those petrochem;i,cals which qualify an importer for 
a refund under this subparagraph. 

Sec. 2. In addition to the foregoing amendments, which in 
themselves are intended to achieve the objectives of this 
Proclamation, the following additional: and conforming 
amendments are made to Proclamation No. 3279, as amended: 

(a) Paragraph (c) of Section 1 is amended to read as 
follows: 

"(c) In Districts I-IV, District V, and in Puerto Rico, 
no department, establishment, or agency of the United States· 
shall without prior payment of the fees provided .for in 
Section 3{a)(l)(i)-(11) of this Proclamation, import finished 
products in excess of the respective allocations made to them 
by the Administrator. Such allocations shall, exc<:pt as other.-
wise,...provided :t,n this PPoclamation, be within the maximu:m · 
levels .. of imports established in Sect·ion 2 of this Proclamation. 
No such department, establishment, or agency shall be exempt 
from the fees provided in Section 3(a)( 1)( 111) .. " 

(b) Section 2 is amended in the following respects: 

(1). The· first sentence of paragraph (a) of section 2 
~receding subparagraph (1) is.amended to read as follows: 

. "Sec. 2(a). Except as otherwise :provided in this 
Proclamation, the maximum level of imports, <from sources other 
than Canada and Mexico which may be.made without prior payment 
of the fees provided in Section 3(a)(l)(i)-(11) of this · 
Proc:).amation, of crude oil, unfinished oils, and finished 
products (other than residual fuel oil to be used as fuel) 
shall be:" 

(2) Subparagraphs (1), (2), {5) and (6) of paragraph (a) 
of section· 2 are amended by delet.ing the word "ca·lendar" 1f here...; 
ever it appears. 

more 
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(3) Paragraph (c) of section 2 is deleted, and paragraph (d) 
is.redesignated as paragraph (c). 

1 ·.: "" • 

· ~( 4) Subparagraph ( 1) \ of . paragraph (d) of section 2 
preceding the portion of subparagraph (1) designated (i) is 
am.ended to read as follows~ 

'(c) (1) Except as otherwise p;rovided in this 
Proclamation, the maximum levels of imports from Canada of 
crude oil and unfinished oils. to which license fees under 
se'ction 3(a)(l)(i)--(iiJ ~re not applicable shall be:: 

, • • • : • , ~ w. • 

. ·:rs> : ,S,ubparagr.~pl.1 _(l) 9f. paragraph (d) ?f section 2 .is 
amended ·in the portions designated (i) and (ii) by deletl:-ng 
the' worcf -.~ .. calendar 1

' wherever it. appears. 
'". .' ! --') "':. { /': ' , , . 

,.(6) ... P~ragraph . (e) of section 2 is redesignated as . 
paragraph (dr, aD;d is amende.d .by deleting the word 'calendar.· 

(7) .. Parag·raph (~) of section 2 is redesignated as 
paragraph· (e) • ·. . ... 

Cc) Section 3 is ainended fn ,tb.~ following additional 
respects~ 

(1) Subparagraph ·(2} of paragraph c'.i> of· section 3 ~s 
amended in its proviso to read as follows··· 

"Provided, that $Uch'rate shall apply also.in.cases. 
where the hoider of the license establishes to the satisfac'tion 
of the Administrator that he mad~ a good faith at't~mpt:. to: arrange 
shipment by vessel under_· United· ~tates r~gistry and._ t;:.J;iat no such 
vessel was available at reasonable rates for the purpo,se at· the 
time· this shipment was ~a?e." · , · · · · · · 

'• 

(2) Subparagraph (3} of'para9raph (a).of section 3 is 
amended to read as follows. 

1
• ( 3) The Administrator is authorl.z.ed. t~ ~efuri.d or, . 

reduce fees, whether in v1hole or in part~.· ( ~.L tC;!u:. i>ayment to 
the importer of record, on a monthly basis~ of, sums equal to 
the sums collected by way of duties, by tl'l.e pn~ted States 
Customs Servicev less any applicable drawback pursuant to 
paragraph 3 (al (1) (iv) ; (ii)_ for payment to. the. importe_r. of 
record of the "sums required to be refunded by par.agral;>hS ... 
3 (al (1) (vii) '..arid (viii); '(iii) where ti."le licensee. fa,iled to . 
use, wholly. or'.'·in part; the license issued" to him .. (iv); where 
refunds of· licsnse fees, ~,h~ther in· whoie or in ·palft.! ·are-· 
ordered by the Oil Import Appeals ~oard ., (v) ·,:rh~re refund 
of a license·: fee, whether in whole or in part, is called for 
by reason of a person having exported finished products or 
petrochemicals: (vi) where qrude oil irnported,,by virtu~: of a 
license for·which a fee was paid has been manufactured-into 
asphalt; (vii) where refund of a license fee is called for by 
reason of the'sam:e having been.improperly charged." · 

(3) · Paragraph {b) of section 3 is amem~led to read as 
follows:; 

i(.b) Applications for allocations and licenses for 
imports. subject to fee under this section shall be accompanied 
by.the .applicant~s .certified check, or a .cashier"s check, 
payable to the. order of the Treas'qrer of the United States in 
ti."le amount charge.able l!'1Fs11a.nt to· this section, or by a bond 

more 
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with a surety on the list of acceptable sureties on Federal 
bonds maintained by the Bureau of Government Financial Opera
tions, Department of the Treasuryll in a sum not less than the 
amount chargeable pursuant to this section, conditioned upon 
payment of such amount to the order of the Treasurer of the 
United StatesJ by the last day of the month following the 
month in'which·such imports were released from customs custody 
or entered or withdrawn from waretlouse, whichever occurs· first, 
or within such.9ther period as the'Adm1n1strator .shall specify. 
In the event that·such bond· is terminated or the face value 
of the bond is reduced below the outstanding liability of 
licenses issued pursuant to the.bond~ the Administrator shall 
immediately revoke all licenses'issued pursuant to the bond. 
Except as to a department, establishment or agency of the 
United States 7 applications not accompanied by a certified 
check, cashier 1 s·check) or bond in the amount required shall 
not :Se considered.· Payment of fees by or for the account: of 
a department, establishment, or agency of the United States 
shall be accomplished by transfers; as appropriate, from 
appropriation accounts available to such department, estab
lishment> or agency, to the suspense account provided by 
subparagraph ( l) or paragraph ( c) of this sect ion." . 

. (~) Subparagr~ph ( l) of paragraph ( c) of sect ion 3 is 
amended 'to· read as follows: · · · 

11 (c)(l) All monies received by the Administrator 
under the terms of paragraph (b) of this section shall be 
held by the Administrator.in a suspense account and may be 
drawn upon by the. Adminhstrator' for the payment of refundable 
license· fees. Balances remaining in such suspense account and 
not required to be reserved for' payments hereinabove provided 
shall be deposited at the end of each fiscal year in the 
Treasury of the United States and credited to miscellaneous 
receipts. rr · · · · , ... 

(5) Subparagraph (2) of paragraph (c) of section 3 is 
redesignate'd as subparagraph {J) and.a new subparagraph {2) 
is add.ed t'o paragraph ( c') to read as follows: 

11 (2) Any importer, paying fees pursuant to this 
section) shall, with respect to each such payment~ receive · 
the refunds authorized by subparagraph (1) (iv) of paragraph, (a) 
of this .section by submitting to the· Administrator,. simultaneously 
with or subsequent t.o the payment of licens·e· fees:. such evidence 
of tariff payment as the.Administrator shall specify .. Said 
impo~ter shall also cer"tify the amount of drawback received 
during the _same period for which a refund is requested." 

(d) Section 4 is amended in the following resp~cts: 

(1) s·ubparagraphs ( 1) , ( 2) , · a'nd ( 4) or paragraph ( b) 
of section 4 are amended by inserting.the phrase "under 
section 3(a)(l)(1)-{ii)ii after the words "license fees" 
wherever such words shall appear·. · 

(2) Subparagraph (5) of paragraph (b) of section 4 is 
amended in the first sentence by :i,nserting the phrase "under 
section 3(a)(l)(1)-(11) 1

; afte~r tne words. 11 license fees", and 
in the third a,nd. ·fourth sentences by inserting tne words 11 t.o 
which fees under section 3(a) (1)'(1)-(ii) shall not be 
applicable 11 after the word" allocations" I wherever such word 
shall appear. 

more 
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(4) Paragraph (c) of ~ection 4 is amended by adding, 
at: the end of said paragraph" the following sentence: 

"In exercising this authority the Administrator will 
consult with the Secretaries of State~ Treasury, and Defense, 
as appropriate." 

(5) Paragraph {d) of section 4 is deleted. 

(e) Section 5 is amended in the following respects: 

(l) Paragraph (a) of section 5 is amended by deleting 
the last sentence. 

(2) Paragraph (b) of section 5 is amended in clause 1(1) 
of the first sentence by deleting the words "on applications 
for allocations of imports under such regulations," and by 
inserting the words "under implementing regulations," in the 
last sentence by deleting the word "fee" and inserting t:tle 
word& Ufrom the fees established in section 3(a)(i).:..(ii)~, 
and by adding a new sentence after the last sentence to read 
as follows: "Any allocations granted by the Board, however, 
shall be subject to payment of the fees established in 
section 3(a)(l)(111)." 

(f) Section 10 is redesignated as section 7 and is 
amended to read as follows: 

"Sec. 7. The Administrator shall provide policy 
directionj coordination, and surveillance of the mandatory 
oil import program, and shall, from time to time,, in con
sultation with the Secretaries of State and the Treasury and 
other federal agencies as appropriate, review the status of 
imports of petroleum and its primary derivatives in respect 
to the national security. In this connection, he shall inform 
the President of any circumstances which might indicate the 
need for further Presidential action under Section 232 of the 
Trade Expansion Act of 1962 (19 u.s.c. 1862), as amended.n 

(g) Section 11 is redesignated as section 8 and is 
amended by adding after the words "fee" or "fees", wherever 
they shall appear,, the phrase "under section 3(a)(l)(i)-(i1) 0

, 

and by deleting the proviso. 

(h) Section 12 is redesignated as section 9, and is 
amended by substituting a conuna for the period~ and by adding 
the words "except that al~·such allocations shall be subject 
to the payment of fees prescribed by section 3(a)(l)(iii) of 
this Proclamation." 

(1) Section 13 is redesignated as section 10. 

(j) Section 14 is deleted. 

(k) Section 15 is redesignated as section 11 and is 
amended by adding> after the last paragraph, the following 
paragraphs: 

"(m) The term 'Administrator' means the Administrator 
of the Federal Energy Administration, or his delegate. 
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11 (n) . The term 'Old Oil Allocation Program' means the 
program adopted pursuant to the 'Emergency Petroleum Allocation 
Act of 1973 for Allocation of Old Oil, 39 F.R. 42246 (December 4, 
1974)~ 10 C.F.R. 211.67." . . 

{l) Section 16 is redesignate4 as section 12, and 1• 
amended to read as follows: 

"Section 12. Effective with respect t.o articles 
entered, or withdrawn from warehoush:ror consumption on or 
after February 1, 197.5, tarifl't;J upoil imports of petl'oleum 
products listed in schedule 4, partlO -- 11 Petroleum, natural 
gas, and products derived therefrom" -- of the Tariff Schedules 
of the United States shall be and a,re reinstated. 0 

. . . 
IN WITNESS WHEREOF, I have hereunto set my hand t.his 

twenty third day. of.:JanuaJ?y,, in tbe year of our Lord nin~teen 
hundred seventy-fiv~"' and of the· Independence of the . 
United States of America .the one-hundred and ninety-ninth. 

GERALD. R •. FORD 

fl # ii # "*. 

J . 



FOR RELEASE UPON SIGNATURE January 23, 1975 

Office of the White House Press Secretary 

-~---------~--------------------------------------------------
THE WHITE HOUSE 

MODIFYING PROCLAMATION NO. 3279, RELATING TO 
IMPORTS OF PETROLEUM AND PETROLEUM PRODUCTS, 

AND PROVIDING FOR THE LONG-TERM CONTROL OF 
IMPORTS OF PETROLEUM AND PETROLEUM PRODUCTS 

THROUGH A SYSTEM OF LICENSE FEES 

- .. ... - - - -
BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 

A PROCLAMATION 

WHEREAS the Director of the Office of Civil and Defense 
Mobilization found pursuant to Section 2 of the Act of July 1, 
1954, as amended (19 u.s.c. 1352a), "that crude oil and the 
principal crude oil derivatives and products are being im
ported in such quantities and under such circumstances as 
to threaten to impair the national security;" and 

WHEREAS, Proclamation No. 3279 as well as modifications 
thereof, including Proclamation No. 4210 which suspended 
tariffs on imports of petroleum and petroleum products and 
established a system of license fees for such imports, was 
issued pursuant to this finding; and 

WHEREAS, although conditions in world oil markets have 
changed significantly in recent years, the above finding 
continues to be valid at the present time; and 

WHEREAS, the Administrator of the Federal Energy 
Administration who maintains constant surveillance of imports 
of petroleum and its primary derivatives in respect to the 
national security, and who has reviewed the current status 
of imports under Proclamation No. 3279, as amended, has 
recommended that the method of adjusting imports of crude 
oil and the principal crude oil derivatives and products 
be modified; and 

WHEREAS, I agree with this recommendation; and 

WHEREAS, pursuant to Section 232 of the Trade Expansion 
Act of 1962, as amended (19 U.S.C. 1862), the Secretary of 
the Treasury having made an appropriate investigation to 
determine the effects on the national security of imports of 
crude oil and the principal crude oil derivatives and products 
and having considered the matters required by him to be 
considered by the Trade Expansion Act of 1962, as amended, 
has reported the findings of his investigation and has advised 
me that crude oil, the principal crude oil derivatives and 
products, and related products derived from natural gas and 
coal tar, are being imported in such quantities and under 
such circumstances as to threaten to impair the national 
security and has recommended that I take action to reduce 
such imports; and 
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WHEREAS, having considered the matters required by me to 
be considered by the Trade Expansion Act of 1962, as amended, 
I agree with the said advice; and 

WHEREAS, I find and declare that adjustments must be made 
in imports of crude oil, the principal crude oil derivatives 
and products, and related products, so that such imports will 
not so threaten to impair the national security; and 

WHEREAS, I judge it necessary and consistent with the 
national security to further discourage importation into the 
United States of petroleum, petroleum products, and related 
products, in such quantities or under such circumstances as 
to threaten to impair the national security; to create con
ditions favorable to domestic crude oil production needed for 
projected national security requirements; and to increase the 
capacity of domestic refineries and petrochemical plants to 
meet such requirements; and to encourage the development of 
other sources of energy; and 

WHEREAS, in order to achieve the above objectives, I 
determine that a supplemental fee should be imposed on all 
imports of petroleum and petroleum products, and that certain 
other changes in the existing license fee system be made; and 

WHEREAS, I have instructed the Administrator of the 
Federal Energy Administration to evaluate the structure and 
scope of coverage of those aspects of the existing Mandatory 
Oil Import Program which are not changed by this Proclamation, 
and to report to me within three months with his recommendations; 

NOW, THEREFORE, I, GERALD R. FORD, President of the 
United States of America, acting under and by virtue of the 
authority vested in me by the Constitution and the laws of the 
United States, including Section 232 of the Trade Expansion 
Act of 1962, as amended, do hereby proclaim that, effective 
as of February 1, 1975, a new system of oil import fees is 
instituted, and accordingly, Proclamation No. 3279, as amended, 
is hereby further amended as follows: 

Section l. Subparagraph (1) of paragraph (a) of section 3 
is amended to read as follows: 

"Sec. 3(a)(l). Effective February l, 1975, the 
Administrator shall issue allocations and licenses subject 
to fees, on imports of crude oil, unfinished oils, and finished 
products. Such licenses shall require, among other appro
priate provisions, that: 

(i) 
products, 
Section 2 
barrel; 

with respect to imports of crude oil and natural gas 
over and above the levels of imports established in 
of this Proclamation, such fees shall be $0.21 per 

(ii) with respect to imports of motor gasoline, unfinished 
oils, and all other finished products (except ethane, propane, 
butanes, and asphalt), over and above the levels of imports 
established in Section 2 of this Proclamation, such fees shall 
be $0.63 per barrel; 
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(111) with respect to imports of crude oil, natural gas 
products, unfinished oils, and all other finished products 
(except ethane, propane, butanes, and asphalt) entered into 
the customs territory of the United States on or after 
February 1, 1975, there shall be a supplemental fee per 
barrel, of $1.00, rising to $2.00 on imports entered on or 
after March 1, 1975, and to $3.00 on imports entered on or 
after April 1, 1975; 

(iv) with respect to the fees imposed pursuant to 
paragraphs 3(a)(l)(1)-(ii1), the amount of such fees shall 
be reduced, on a monthly basis, by an amount equal to any 
applicable duties paid less any drawbacks received during 
the same period, except that where duty drawbacks exceed 
the duty paid during that period, the net differences shall 
be applied to subsequent periods; 

(v) with respect to all licenses issued prior to the 
effective date of th~s Proclamationt such licenses shall be 
subject to paragraph 3(a)(l)(iii), regardless of whether 
such licenses were issu~d as a result of payment of fees or 
an allocation not subject to fee; 

(vi) with respect to licenses issued prior to the 
effective date of this Proclamation, not subject to the 
license fee prescribed in paragraph 3(a)(l)(i)-(1i) or 
licenses issued by prepayment of such feest payment of the 
fees prescribed in paragraph 3(a)(l)(iii) shall be made no 
later than the last day of the month following the month in 
which such imports were released from customs custody or 
entered or withdrawn from warehouse for consumption, which
ever occurs first. With respect to licenses subject to the 
fees prescribed in paragraph 3(a)(l)(i)-(ii) but issued 
against a surety bond, payment of the fees prescribed in 
paragraph 3(a)(l)(ii1) shall be made simultaneously with 
payment of the fees prescribed in paragraph 3{a)(l)(i)-(ii). 
Notwithstanding the provisions of paragraph (b) of Section 3, 
surety bonds need not be increased to cover the additional fee 
liability on licenses issued prior to the effective date of 
this Proclamation; 

(vii) with respect to licenses issued on or after 
February l, 1975, for imports entered into the customs ter
ritory of the United States prior to April 1, 1975, an amount 
of fees under paragraph 3{a)(1)(111) equal to those due on 
April l, 1975, shall be payable, subject to refund of the 
difference between the amount of the fee applicable at the 
time the imports are entered and the amount already paid; 

{viii) with respect to licenses issued pursuant to 
paragraph 3(a)(l)(iii) for imports other than (A) crude oil 
as defined for purposes of the Old 011 Allocation Program which 
is imported for refining or (B) products refined in a refinery 
outside of the customs territory as to which crude oil runs to 
stills would qualify a refiner to receive entitlements under 
the Old 011 Allocation Program, the Administrator may by 
regulation reduce the fee payable by the following amounts, 
or by such other amounts as he may determine to be necessary 
to achieve the objectives of this Proclamation and the 
Emergency Petroleum Allocation Act of 1973: 

- for imports entered into the United States customs ter
ritory during the month.of February, 1975, $L,OO per barrel; 
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- for imports entered during the month of March, 1975, 
$1.40 per barrel; 

- for imports entered during the month of April, 1975, 
and thereafter, $1.80 per barrel. 

-
(ix) with respect to licenses issued pursuant to 

paragraph 3(a)(l)(1)-(iii), the Administrator: 

(A) with respect to imports of crude oil, to the extent 
that such imports are refined into products or incorporated 
into petrochemicals exported from the United States and its 
territories and possessions, shall refund any fee collected; 
provided, that the Administrator may limit the quantity of 
exports to which refunds under this provision may be applicable; 

(B) with respect to unfinished oils, may, by regulation, 
provide for refunds to the extent that such unfinished oils 
are refined into products or incorporated into petr•ochemicals 
which are exported from the United States and its territories 
and possessions; and 

(C) with respect to petrochemicals, shall specify, by 
regulation, those petrochemicals which qualify an importer for 
a refund under this subparagraph. 

Sec. 2. In addition to the foregoing amendments, which in 
themselves are intended to achieve the objectives of this 
Proclamation, the following additional and conforming 
amendments are made to Proclamation No. 3279, as amended: 

(a) Paragraph (c) of Section l is amended to read as 
follows: 

"(c) In Districts I-IV, District V, and in Puerto Rico, 
no department, establishment, or agency of the United States 
shall without prior payment of the fees provided for in 
Section 3(a)(l)(i)-(ii) of this Proclamation, import finished 
products in excess of the respective allocations made to them 
by the Administrator. Such allocations shall, except as other
wise provided in this Proclamation, be within the maximum 
levels of imports established in Section 2 of this Proclamation. 
No such department, establishment, or agency shall be exempt 
from the fees provided in Section 3(a)(l)(iii)." 

(b) Section 2 is amended in the following respects: 

(1) The first sentence of paragraph (a) of section 2 
preceding subparagraph (1) is amended to read as follows: 

"Sec. 2(a). Except as otherwise provided in this 
Proclamation, the maximum level of imports, from sources other 
than Canada and Mexico which may be made without prior payment 
of the fees provided in Section 3(a)(l)(i)-(ii) of this 
Proclamation, of crude oil, unfinished oils, and finished 
products (other than residual fuel oil to be used as fuel) 
shall be:" 

(2) Subparagraphs (1), (2), (5) and (6) of paragraph (a) 
of section 2 are amended by deleting the word "calendar" .1 here
ever it appears. 
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(3) Paragraph (c) of section 2 is deleted, and paragraph (d) 
is redesignated as paragraph (c) • 

(4) Subparagraph (1) of paragraph (d) of section 2 
preceding the portion of subparagraph (1) designated (i) is 
amended to read as follows~ 

~· (c) (1) Except as otherwise provided in this 
Proclamation, the maximum levels of imports from Canada of 
crude oil and unfinished oils to which license fees under 
section 3 (a) (1) ( i)-· (ii) are not applicable shall be·:" 

(5) Subparagraph (1) of paragraph (d) of section 2 is 
amended in the portions designated (i) and (ii) by deleting 
the word 1·calendar' wherever it appears. 

(6) Paragraph (e) of section 2 is redesignated as 
paragraph (d) , and is amended by deleting the word ·'calendar.: 

(7) Paragraph {f) of section 2 is redesignated as 
paragraph (e) • 

(c) Section 3 is amended in the following additional 
respects~ 

(1) Subparagraph (2) of paragraph (a) of section 3 is 
amended in its proviso to read as follows·· 

:
1Provided, that such rate shall apply also in cases 

where the hoiderof the license establishes to the satisfaction 
of the Administrator that he made a good faith attempt to arrange 
shipment by vessel under United States registry and that no such 
vessel was available at reasonable rates for the purpose at the 
time this shipment was made." 

(2) Subparagraph (3) of paragraph (a) of section 3 is 
amended to read as follows. 

"(3) The Administrator is authorized to refund or 
reduce fees, \1hether in whole or in part, (i) for payment to 
the importer of record, on a monthly basis, of sums equal to 
the sums collected by way of duties, by the united States 
Customs Service, less any applicable drawback pursuant to 
paragraph 3(a) (l} (iv): (ii) for payment to the importer of 
record of the sums required to be refunded by paragraphs 
3(a)(l) (vii) and (viii): (iii) where the licensee failed to 
use, wholly or in part, the license issued to him (iv) where 
refunds of license feesf whether in whole or in part, are 
ordered by the Oil Import Appeals Board, (v) where refund 
of a license fee; whether in whole or in part, is called for 
by reason of a person having exported finished products or 
petrochemicals; (vi) where crude oil imported by virtue of a 
license for which a fee was paid has been manufactured into 
asphalt1 (vii) where refund of a license fee is called for by 
reason of the same having been improperly charged." 

(3) Paragraph {b) of section 3 is amended to read as 
follows:: 

'(b) Applications for allocations and licenses for 
imports subject to fee under this section shall be accompanied 
by the applicantvs certified check, or a cashier's check, 
payable to the order of the Treasurer of the United States in 
the am.cunt charge.able pnrs11a.nt to this section, or by a bond 
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with a surety on the list of acceptable sureties on Federal 
bonds maintained by the Bureau of Government Financial Opera
tions, Department of the Treasury, in a sum not less than the 
amount chargeable pursuant to this section, conditioned upon 
payment of such amount to the order of the Treasurer of the 
United States} by the last day of the month following the 
month in which such imports were released from customs custody 
or entered or withdrawn from warehouse, whichever occurs first, 
or within such other period as the Administrator shall specify. 
In the event that such bond is terminated or the face value 
of the bond is reduced below the outstanding liability of 
licenses issued pursuant to the bond, the Administrator shall 
immediately revoke all licenses issued pursuant to the bond. 
Except as to a department) establishment or agency of the 
United States) applications not accompanied by a certified 
check, cashier's check; or bond in the amount required shall 
not be considered. Payment of fees by or for the account of 
a department, establishment, or agency of the United States 
shall be accomplished by transfers, as appropriate, from 
appropriation accounts available to such department, estab
lishment, or agency, to the suspense account provided by · 
subparagraph (1) of paragraph (c) of this section." 

(4) Subparagraph (1) of paragraph (c) of section 3 is 
amended to read as follows: 

"(c)(l) All monies received by the Administrator 
under the terms of paragraph (b) of this section shall be 
held by the Administrator in a suspense account and may be 
drawn upon by the Administrator for the payment of refundable 
license fees. Balances remaining in such suspense account and 
not required to be reserved for payments hereinabove provided 
shall be deposited at the end of each fiscal year in the 
Treasury of the United States and credited to miscellaneous 
receipts." 

(5) Subparagraph (2) of paragraph (c) of section 3 is 
redesignated as subparagraph (3) and a new subparagraph (2) 
is added to paragraph (c) to read as follows: 

il(2) Any importer, paying fees pursuant to this 
section, shall, with respect to each such payment, receive 
the refunds authorized by subparagraph {l) (iv) of paragraph (a) 
of this section by submitting to the Administrator, simultaneously 
with or subsequent to the payment of license fees~ such evidence 
of tariff payment as the Administrator shall specify. Said 
importer shall also certify the amount of drawback received 
during the same period for which a refund is requested." 

(d) Section 4 is amended in the following respects: 

(1) Subparagraphs (1), (2), and (4) of paragraph (b) 
of section 4 are amended by inserting the phrase "under 
section 3(a)(l)(1)-(ii)i1 after the words "license fees" 
wherever such words shall appear. 

(2) Subparagraph (5) of paragraph (b) of section 4 is 
amended in the first sentence by inserting the phrase "under 
section 3(a)(l)(i)-(i1) 11 after the words "license fees", and 
in the third and fourth sentences by inserting the words "to 
which fees under section 3(a)(l)(i)-(ii) shall not be 
applicablen after the word" allocations 11

, wherever such word 
shall appear. 
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(4) Paragraph (c} of section 4 is amended by adding, 
at the end of said paragraph} the following sentence: 

11 In exercising this authority the Administrator will 
consult with the Secretaries of State, Treasury:, and Defense, 
as appropriate. 11 

(5) Paragraph (d} of section 4 is deleted. 

(e) Section 5 is amended in the following respects: 

(1) Paragraph (a} of section 5 is amended by deleting 
the last sentence. 

(2) Paragraph (b) of section 5 is amended in clause (1) 
of the first sentence by deleting the words "on applications 
for allocations of imports under such regulations, a and by 
inserting the words "under implementing regulationu ·' n in the 
last sentence by deleting the word "fee" and inserting the 
words "from the fees established in section 3(a)(i)-(ii)", 
and by adding a new sentence after the last sentence to read 
as follows: uAny allocations granted by the Board, however, 
shall be subject to payment of the fees established in 
section 3(a)(l)(iii}." 

(f} Section 10 is redesignated as section 7 and is 
amended to read as follows: 

0 Sec. 7. The Administrator shall provide policy 
direction, coordination, and surveillance of the mandatory 
oil import program, and shall, from time to time, in con
sultation with the Secretaries of State and the Treasury and 
other federal agencies as appropriate~ review the status of 
imports of petroleum and its primary derivatives in respect 
to the national security. In this connection, he shall inform 
the President of any circumstances which might indicate the 
need for further Presidential action under Section 232 of the 
Trade Expansion Act of 1962 (19 u.s.c. 1862), as amended.r: 

(g) Section 11 is redesignated as section 8 and is 
amended by adding after the words "fee" or nfees", wherever 
they shall appear~ the phrase "under section 3(a)(l)(i)-(i1)", 
and by deleting the proviso. 

{h) Section 12 is redesignated as section 9, and is 
amended by substituting a comma for the period) and by adding 
the words "except that all such allocations shall be subject 
to the payment of fees prescribed by section 3(a)(l}(iii) of 
this Proclamation." 

(i) Section 13 is redesignated as section 10. 

(j) Section 14 is deleted. 

(k) Section 15 is redesignated as section 11 and is 
amended by adding~ after the last paragraphj the following 
paragraphs: 

"(m) The term 'Administrator' means the Administrator 
of the Federal Energy Administration, or his delegate. 
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11 (n) The term 'Old Oil Allocation Program' means the 
program adopted pursuant to the Emergency Petroleum Allocation 
Act of 1973 for Allocation of Old Oil~ 39 F.R. 42246 (December 4) 
1974), 10 C.F.R. 211.67." 

(1) Section 16 is redes1gnated as section 12, and is 
amended to read as follows: 

"Section 12. Effective with respect to articles 
entered) or withdrawn from warehouse for consumption on or 
after February 1, 1975~ tariffs upon imports of petroleum 
products listed in schedule 4, part 10 -- "Petroleum~ natural 
gas, and products derived therefrom" -- of the Tariff Schedules 
of the United States shall be and are reinstated. 11 

IN WITNESS WHEREOF, I have hereunto set my hand this 
twenty thirn day of Janua:ry. in the year of our Lord nineteen 
hundred seventy-five~ and of the Independence of the 
United States of America the one hundred and ninety-ninth. 

GERALD R. FORD 

# # # # # 
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thl>l!e proYided for the date and 
number of resolution.) 

IN THE HOUSE OF REPRESENTATIVES 

------- submitted the following resolution; which was 

-----------

RESOLUTION 
Resol.11ed, That upon the adoption of this resolution it shall be 

in order to move that the House resolve itself into the Committee 
of the Whole House on the State of the Union for the consideration 

·of the bill (H. R. 1767).. to suspend for a ninety-day period the auth
ority of the President under section 232. of the Trade Expansion Act 
of 1962 or any other provision of law to increase tariffs, or to take 
any other import itdjustment action, with respect to petroleum or 
products der~ved therefrom; to negate any such action which may be 
taken by the President after January 15, 1975, and before the begin
ning of such ·ninety-day period-, and for other purposes, and all oints 
of order against said bill are hereby waived. After general debate, 
which shall be confined to the bill and shall continue not to exceed 
__ hour(s), to be equally divided and controlled by the chairman and 
ranking minority member of the Committee on Ways and Means, the 
bill shall be considered as having been read for amendment. No a
mendment shall be in order to said bill except amenchnents relating 
to the authority of the President under section 232 of the Trade Ex
pansion Act of 1962. At the conclusion of the consideration of the 
bill for amendment, the Committee shall rise and report the bill to 
the House with such amendments as may have been adopted, and the 
previous question shall be considered as ordered on the bill and a- i 
mendments thereto to final passage without intervening motion except I 
one motion to recommit. . / --- ______ ,/' 
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to, MR. DOUG BENNETT 

room, date, 1/28/75 

Doug: 

Department 
of the Treasury 
Assistant Secretary 
(Enforcement, 
Operations, and 
Tariff Affairs) 

I enclose a new draft, which 
is an amalgam of John Meagher's 
draft and mine. Please let me have~ 
~ corranents as soon as possible. 
Incidentally, it is tough to make 
an effective national security 
argument in the face of constant 
rumors of compromise1 bW St~ ~o ~ 
~.,,.. f~~-1...s ...,....... "4-4.;,~w. 

I am also enclosing a draft 
speech for the President. This 
draft is for your eyes only. If 
you do not think it agrees with 
his style, I might like to give 
substantially the same speech before 
a group of financial officers in 
Chicago in March. 

Enclosures 

Dovid R. Macdonald 
room 3442 
ext. 2033 

. . 

' 



MINORITY VIEWS 

DRAFT 
1/28/75 

We oppose this legislation,. for a number of reasons 

which will be detailed in these views, and urge that it 

be defeated. 

Joinder of The Debt Limit Bill With' The 
Bill To Delay Petroleum Import Fees 

H·.R. 1767, as amended, would do two things: First, 

it would prohibit the President, for a 90-day period, from 

imposing an import fee on crude oil, scheduled to begin 

February 1, 1975. Second, it would increase the temporary 

debt ceiling by $131 billion through June 30 of this year. 

The combining of these two totally unrelated measures 

in a single legislative package is unprecedented and 

irresponsible, and highlights the obvious: That the 

Democratic .Majority on the Ways and Means Committee is 

playing politics with the economic and energy problems of 

our country. Responsible action to thwart this attempt is 

essential and we urge our colleagues to reject this ploy. 

On January 15th, the President announced to the country 

his comprehensive program for dealing with our economic and 

energy problems. This program included a series of actions 

he indicated he would take und~r authority granted him by 

existing law, as well as requests for enactment by the 
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Congress of seve~al proposals to curb the us~ of fuel and 

combat.recession. 

Since the announcement of the President's economic 

and energy proposals, there has been much debate over his 

intention to raise import fees on crude oil and the wisdom 

of that course of action. The President has ni'aintained, 

and we agree, that the import tax is an integral part of 

his program to insure needed energy conservation and at 
~---

the same time help provide the revenues needed to allow 

tax reductions which, in turn, can and should stimulate 

our economy. 

On January 23rd, Treasury Secretary William Simon, 

on behalf of the Administration, formally requested the 

Congress to increase the Federal debt ceiling through 

June 30, 1976 from '$495 billion to $604 billion. In 

testimony before the Committee, the Secretary pointed out 

that the government would exceed the existing $495 billion 

limit on February 18, 1975, even though current law grants 

the Federal government the authority to be in debt until 

March 31, 1975. According to·Treasury estimates, if the 

obligational authority is not inc .. -eased by February 18, 

the government will be unable to roll over its debt and 

pay its bills after that date. Thus, a prompt increase 

in the debt ceiling is vital. 
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While we are dismayed at the government spending which 

occasions the skyrocketing deficits, the need to increase 

the debt limit is incontestable .. We are appalled that some 

members of the Committee are taking advantage of this 

absolute necessity by advocating a course which threatens 

to close down the government in a time of crisis. This must 

be their intention when they weld the debt ceiling increase 

legislation to legislation handcuffing the President from 

resolving the nation's dangerous dependence ~n imported oil. 

For years, the Committee on Ways and Means has fought 

attempts to attach unrelated amendments to debt ceiling 

legislation. The Committee has long felt it was unfair 

and unproductive to "put the gun at the President's head" 

by so doing. Yet, after years of responsible action, the 

current Committee has, in one day, voted by a 19-15 margin 

to abandon its sound and time-honored principle. We deplore 

this irresponsibility and refuse to be a part of it. There 

is sufficient time for the Committee and the Congress to 

consider separately the debt ceiling increase and H.R. 1767 

as originally introduced, and this is the only sensible thing 

to do. 



- 4 -

Petroleum Imports As A Threat 
To National Security 

The energy problem which faces us has spread like a 

plague, touching in some way the life of virtually every 

American. 

Higher prices, the still-fresh memory of an oil 

embargo and long lines at gasoline pumps, plus a gnawing 

awareness of our increasing reliance on uncertain foreign 

supplies, have combined to bring the issue home throughout 

the land. The call for concerted national action to deal 

with the growing dependence on foreign oil and the 

deteriorating payments outflow has been loud and clear, 

and the President has now responded with a carefully 

constructed and integrated program. 

As the President said so succinctly, we have dawdled 

long enough. In the space of one year, we have watched 

imported oil prices quadruple while our dependence on 

imported oil has grown to 40% of all oil purchased. The 

embargo of 1973-1974 shut off 2.4 million barrels of imported 

oil a day and resulted in a lost gross national product of 

up to $20 billion; today we could be faced with an interruption 

of 6 million barrels per day with the severity of the economic 

impact multiplied accordingly. Even with no interruption, 

the United States in calendar year 1974 had the second largest 

.. 
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balance of payments deficit in its history ($3.065 billion), . 
as the cost of imported oil rose from $7.8 billion in 1973 

to $24.6 billion in 1974. The oil payments outflow is now 

running at over $2 billion monthly. 

In the face of these facts and of our rapidly 

deteriorating balance of payments position, neither the 

Executive Branch nor the Congress, over the last year, has . 
taken any action of more than marginal effect. Meanwhile, 

the problem is steadily growing more acute. The 11 fuse 11 

of payments outflow, continued reliance upon insecure oil, 

and subjection to political blackmail is burning, and, 

unless extinguished, will result in an explosive crisis at 

some time. The only question is when. It is time to move, 

and each day of delay drains our strength and our capacity 

to act effectively. To delay this program for at least 

ninety more days is unconscionable. 

By postponing implementation of the program, H.R. 1767 

would replace substance with vacuum, for neither the 

sponsors of this legislation nor anyone else has yet 

produced a viable alternative. Nor should Congress delude 

itself that, by postponing a decision, the problem will go 

away. 

We find this delaying tactic inexcusable. The problem 

to which the President's program is directed did not 

.. 
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materialize overnight. There has been ample opportunity 

for the development of other·plans. But in this respect 

the Democratic majority in the Corigress has failed, and 

those who support H.R. 1767 indicate that they prefer 

lethargy to leadership. 

Legal Authority To Act Under Section ·232 
Of The Trade Expansion Act of 1962 

In imposing an import tax on ·foreign oil, the President 

is using the authority granted under the "national_security 
-"-, 

provision" of our trade laws -- Section 232 of the Trade 

Expansion Act of 1962, as amended. 

That section is clear. It provides that in cases 

where the President agrees with the findings of an 

investigation showing that any article is being imported 

"in such quantities and under such circumstances as to 

threaten to impair the national security ••. he shall take 

such action, and for such time, as he deems necessary, to 

adjust the imports of such article and its derivatives so 

that such imports will not so threaten to impair the 

national security.n (Emphasis added.) 

This is a broad mandate and was designed to be so. 

It originated in the Senate Finance Committee as an 

amendment to the 1955 Trade Agreements Extension Act. 
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In its Report on that legislation, the Committee stated 

its intention that the President should take "whatever 

action is necessary to adjust imports •.•. " (Emphasis added.) 

And in explaining the amendment during floor debate, 

Senator Millikin of Colorado, who was one of the authors, 

pointed out: "It grants to the President authority to 

take whatever action he deems necessary to adjust imports .•.. 

He may use tariffs, quotas, impor~ taxes, or other methods 

of import r~strictions." 

Under Section 232, the head of any department or 

agency, or any interested party, may request an investigation 

to determine· if the imports of an article are a threat to 

national security. Over the years, many requests have been 

filed, and numerous investigations have been made. But 

Presidential action has been taken with re~pect to only 

one article -- oil. 

In March of 1959, President Eisenhower issued 

Proclamation !'To. 3279, establishing an oil imports control 

program. This program (which, incidentally, was initiated 

after an investigation of 36 days) has been continued for 

15 years, under five Chief Executives, using both quotas 

and license fees, without a sipgle challenge to the authority 

employed -- until now. 
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During this time, the oil import situation has been 
. . 

monitored constantly, as envisioned by the original statute; 

Proclamation 3279 has been amended at least 26 times, and 

our major trade laws have been altered on a number of 

occasions. Most recently, during deliberations on the 

Trade Act of 1974, Section 232 itself was reviewed and 

changed in several respects, yet the language relating to 
. 

Presidential action following a national security 

investigation survived intact. 

As the Attorney General pointed out in a letter to 

the Secretary of the Treasury, which appears in an appendix 

to these views: "The force of Congressional acquiescence 

in this practice is particularly strong since Congress has, 

during that period, twice amended the very provision in 

question the last time only a month ago~" 

The report of the investigation conducted by the 

Secretary of the Treasury is also appended to these views. 

This material leaves no doubt that the investigation conducted 

followed both the spirit and the letter of the law. 

Conclusion 

We have here a situation where there is a Congression.:tl 

mandate that requires the President, after a finding of 

threatened national security resulting from an imported 
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article, to take such action "as he deems necessary to 

adjust the imports of such ar'ticle .•. " Action has now 

been taken by the President, designed to (1) keep up the 

purchasing power of individuals and businesses; 

(2) coordinate tax collections of import fees and other 

energy taxes with offsetting tax reductions l/; (3) avoid 

geographical or specific industry inequities 2/; and 

l/The entire 'program of the President is· designed to 
result in tax collections and distributions with a net 
effect as follows (negative figures indicate amount of 
stimulus to economy): 

TIMING OF DIRECT BUDGET IMPACT 
(DOLLARS IN BILLIONS) 

1975 
I II III IV 

ENERGY TAXES +0.2 +4.1 +12.6 +7.6 
REDISTRIBUTION AND TEMPORARY 

NET 

TAX CUT -0.0 -9.8 -20.2 -10.8 
EFFECT +0.2 -5.7 - 7.6 - 3.2 

2/ Until Congress acts on the remainder of the President's 
pro~ram, the Federal Energy Administration's crude oil 
e0ualization regulations will ensure that the burden of 
irr·iort fees will be equally distributed nationally to 
assure that crude oil prices are not greater in N.E. than 
j_,1 any other region. Additionally, as to refinery products, 
the full import fee of $1.00 will be refunded during February, 
$1.40 of the $2.00 fee will be refunded in March, and $1.80 
of the $3.00 fee will be refunded in April, and thereafter 
until the President's program is implemented. Thus, consumers 
in the New England region will pay a somewhat lower basic price 
for total oil consumption. · 



- 10 -

(4) avoid, to the extent possible, inflationary pressures -

all while still allowing the market to encourage short-term 
0 

conservation and long-term switchovers to other energy 

sources. Now the majority, without seriously questioning 

the finding that our national security is threatened, want 

to tell the President that they don't like the, fact that he 

has acted pursuant to that mandate. Had the President taken 

less effective action than he did,' it might have signalled 

to those leaders both at home and abroad who are clos_ely 

watching the response of the U. s. to this challenge that 

we do not have the resolve to do what is necessary, albeit. 

politically unpopular, to adjust our consumption patterns 

so as to preserve our political an~ economic independence. 

We would suggest that Congress, instead of fiddling 

while the fuse continues to burn, address itself to the 

remainder of the proposed energy program. If, in the 

course of doing so, a better solution miraculously appears, 

we will be the first to embrace it by supporting positive 

legislation, rather than taking the tragic step backward 

that this legislation contemplates. In the meantime, the 

present program demonstrates to our allies and others who 

are observinq this debate, and make no mistake, they are 

observing, the strength of our commitment and our cap_ability 

to take necessary' action to conserve petroleum and to free 

ourselves from dependency on petroleum imports. 
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The Honorable Ray J. Madden 
Chairman 
Committee on Rules 
U.S. House of Representatives 

Dear Mr. Chairman: 

January 28, 1975 

The Committee on Ways and Means has ordered favorably 
reported H. R. 1767, with amendments, and has today reached a 
decision with respect to the rule to be requested on that bill. 
As you know, H. R. 1767 is the bill which suspends for a 90-day 
period the authority of the President under section 232 of the 
Trade Expansion Act of 1962 to increase tariff~ or to take any 
other import adjustment action, with respect to petroleUL~ or 
products derived therefrom with a Committee amendment which 
will raise the debt ceiling through June 30, 1975, to 
$531 billion (the permanent debt ceiling is $400 billion; the 
amendment provides an increase in the temporary debt ceiling 
to $131 billion, making a total debt ceiling through June 30, 
1975, of $531 billion). 

It is requested that the Committee on R~les accord the 
Committee on Ways and Means a hearing for a rule for the 
consideration of H.R. 1767, as amended, on the floor of the 
House of Representatives. 

I am authorized and directed by the Com.~ittee on Ways 
and Means to request the usual type closed rule providing for 
4 hours of general debate to be equally divided, waiving points 

__ of ord.er( with Committee amendments only, and for the usual 
motion to recommit. 

If it is in accord with your schedule, it is our hope 
t a we can be heard on this bill on Tuesday, February 4, 1975, 
since we understand that the leadership will try to schedule 
the bill, if a rule is granted, for Wednesday, February 5, 
1975, for floor consideration. 

I • 

I 
, I 

I 
I 

I 
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The Honorable Ray J. Madden 
Page Two 

For your information, I have today served notice in 
the Congressional Record to our Democratic colleagues that we 
intend to ask for a closed rule, so that if the House meets on 
Wednesday, Thursday, a.'1.d Friday this week and Monday of next 
week, the Democratic Caucus rule with regard to four legislative 
days will have been met. 

AU/jmf 
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THE WHITE HOUSE 

WASHINGTON 

January 28, 1975 

MEMORANDUM FOR: MAX L. FRIEDERSDORF 

VERN LOEN V~ FROM: 

SUBJECT: 

9:00 a. m. 

1:00 p. m. 

12:30 p.m. 

Zarb Hill Briefings 
Wednesday, January 29 

GOP Conference (Charlie) 

Joe Waggonner group 
(Doug & Charlie) H-140 Capitol 

Northern tier M. C. 1 s 
(bi-partisan House & Senate) 
Vern & Charlie 
EF-100 Capitol 
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THE WHITE HOUSE 

WASHINGTON 

January 29, 1975 

MEMORANDUM FOR: MAX L. FRIEDERSDORF 

THRU: VERN LOEN 

FROM: DOUG BENNETT 

SUBJECT: AL Ullman's Tax Proposal 

Chairman Ullman introduced Late Tuesday his alternative to the President's 
temporary tax relief program. This proposal for temporary relief will be 
followed by a permanent tax relief plan offset by revenues gained from an 
energy package. Ullman's plan is to rush thru the temporary cuts within a 
few weeks. 

This temporary relief package (parts of it to become permanent) borrows 
some concepts from the President's, is intended to. be deficit financed to the 
extent of $19. 4 B and sharply favors the lower income classes. It is a six 
point program with political sex appeal the thrust of which will probably be 
supported by the majority of the Ways and Means Committee. There is plenty 
of room for compromise between the President's program and this one. While 
it Lacks the totally integrated economic/energy comprehensiveness of the 
President's package, it seems to be a step in the right direction provided the 
second stage (as yet undeveloped) proves adequate. 

Ullman intends to begin markup of the temporary tax relief measure this week 
and hopes to complete it prior to the recess. Reps. Gibbons, Karth and Gorman 
are developing a very similar proposal with the exceptions of providing a larger 
rebate favoring lower income taxpayers and repeal of the depletion allowance 
for oiL In the final analysis, repeal of oil depletion will probably not be included 
because of an anticipated slowdown of the measure due to Russell Long's oppo
sition (although it is sure to go in the next package). 

Attached is a description of the Ullman plan, comparision with the President's 
plan and description of present law. 

; . 
'. . 



- 2 -

Comments on the Proposal 

(1) Calls for some tax cuts which are permanent in nature and should 
for strategy purposes be tied to the politically harder-to-get energy revenue 
raising proposals. 

(2) Is an attractive package as it provides money to low income people, 
helps utilities greatly, helps business generally, surtax exemption favors small 
business and maintains approximately the 3 to 1 relief distribution between in
dividuals and business. 

(3) Borrows somewhat from President's proposals. 

(4) Has the stamp of approval of many of the "leaders" on the Dem.ocrat 
side of the Ways and Means Committee. 

(5) Has the potential to be done quickly. 

(6) Lacks the balance of the President's proposals. 

(7) At firEt glance looks o. k. but needs the careful analysis of the 
Treasury Department tax lawyers. 

(8) Might hinder political chances for getting energy package. 



Ullman Plan 

Rebate on 1974 tax liabilities of approxi
mately 10%. Cap of $300. Reaches cap at 
approximately $20,000 income and will phase 
out rebate between $20,000 and $30,000 by 
cutting the percent number to .3%. Paid in 
one lump sum in May. 
Estimated cost - $7+ B 

(a) Increase the low income allowance to 
$1,900 for single tax payers and to $2,500 
for married. 
(b) Increase the percentage standard.deduction· 
from 15% to 16% with a maximum allowable 
deduction of $2,500 for a single taypayer 
and $3000 for married. 
Estimated cost - $5+ B 

Provide a 5% credit on earned income 
(wages and salaries) with a credit ceiling 
of $200. Provide for a $4,000 to $8,000 
adjusted gross income phaseout of the credit. 
Estimated cost - $3+·B 

Increase investment tax credit for all 
business to 10%. Increase limitation for 
utilities to 100% for two years and phase 
back to 50% at 10% per year over a five 
year period. Limitation for all other 
business remains at 50%. 
,?stimated cost - $3.2 B 

·Increase the surtax exemption level for 
corporate forms of business from $25,000 
to $35,000. 
Estimated c·ost - $600 M 

COMPARISON OF PLANS 

. President 1 s Plan 

(1) Rebate on 1974 tax liabilities of 12%. Cap 
of $1,000. Paid. in two distributions - May 
and September. Provides some rebate to all 
taxpayers peaking at approximately $40,000 
income bracket. 

(2) 

(3) 

(4) 

Estimated cost - $12.2 B 

Increase the low income allowance to. $2,000 
for single taxpayers and to $2,600 for married. 
Estimated cost - $5 B 

Provide an $80 cash payment for nontaxpayers. 
Estimated cost - $2 B 
[These two are similar in nature~] 

Increase investment tax credit for all 
business to 12%. Increase limitation on 
utilities to 75% and phase back to 50% over 
a five year period. Limitation on all other 
business remains at 50%. 
Estimated cost - $4 B 

(5) Reduce corporate tax rate from 48% to 42%. 
Estimated cost - $6 B 
[Ullman proposal apparently, however, does 
not preclude rate cut at time of energy 
package.] 

Present Law 

(1) No provision, 

(2) 

(3) 

(4) 

(a) Low income allowance is $1,300 1 
' 

for single and married taxpayers. 
(b) The percentage standard deduction' 
is 15% with a ceiling of $2,000. 

I 1 

No provision. 
I ' 

(a) . 4% credit for utilities 
(b) 7% credit for all other business. 
(c) Limitation of 50% for all business. 

(5) Tax rate of 22% on first $25,000 of taxable 
income and surtax of 26% on all above or 
marginal rate of 48%. 



(6) Utility reinvestment feature whereby there 
would be no tax paid on utility dividends 

(6) · Similar to October 1974 proposal with respect 
to preferred stock dividend. 

if recipient reinvested in special issue 
equity shares of the utility within a limited 
period of time. 
Estimated cost - $200 - $300 M 

TOTAL ESTIMATED RELIEF - $19.4 B INDIVIDUALS - $15.3 B BUSINESS - $4.1 B 

NOTES: 1. Ullman would make items 2 through 6 temporary for.1975 
until and unless revenue from energy package is avail
able -- then they become permanent. 

2. The Gibbons, Karth, Corman proposal is very similar except 
the rebate on 1974 taxes would have a higher percentage -
over 12 -- with a cap of $300 (thus rebate primarily to 
low income taxpayers) and possibly repeal of the percentage 
depletion allowance on oil. 

3. Apparently the second energy relief package of a permanent 
nature may include tax reductions for both individuals and 
business. 

(6) No provision. 

'• 
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THE WHITE HOUSE 

WASHINGTON 

January 29, 1975 

MEMORANDUM FOR: MAX L. FRIEDERSDORF 

THRU: VERN LOEN 

FROM: DOUG BENNETT 

SUBJECT: Al Ullman's Tax Proposal 

Chairman Ullman introduced late Tuesday his alternative to the President's 
temporary tax relief program. This proposal for temporary relief will be 
followed by a permanent tax relief plan offset by revenues gained from an 
energy package. Ullman's plan is to rush thru the temporary cuts within a 
few weeks. 

This temporary relief package (parts of it to become permanent) borrows 
some concepts from the President's, is intended to be deficit financed to the 
extent of $19. 4 B and sharply favors the lower income classes. It is a six 
point program with political sex appeal the thrust of which will probably be 
supported by the majority of the Ways and Means Committee. There is plenty 
of room for compromise between the President's program and this one. While 
it lacks the totally integrated economic/energy comprehensiveness of the 
President's package, it seems to be a step in the right direction provided the 
second stage (as yet undeveloped) proves adequate. 

Ullman intends to begin markup of the temporary tax relief measure this week 
and hopes to complete it prior to the recess. Reps. Gibbons, Karth and Corman 
are developing a very similar proposal with the exceptions of providing a larger 
rebate favoring lower income taxpayers and repeal of the depletion allowance 
for oil. In the final analysis, repeal of oil depletion will probably not be included 
because of an anticipated slowdown of the measure due to Russell Long's oppo
sition (although it is sure to go in the next package). 

Attached is a description of the Ullman plan, comparision with the President's 
plan and description of present law. 
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Comments on the Proposal 

(1) Calls for some tax cuts which are permanent in nature and should 
for strategy purposes be tied to the politically harder-to -get energy revenue 
raising proposals. 

(2) Is an attractive package as it provides money to low income people, 
helps utilities greatly, helps business generally, surtax exemption favors small 
business and maintains approximately the 3 to 1 relief distribution between in
dividuals and business. 

(3) Borrows somewhat from President's proposals. 

(4) Has the stamp of approval of many of the "leaders" on the Dem.ocrat 
side of the Ways and Means Committee. 

(5) Has the potential to be done quickly. 

(6) Lacks the balance of the President's proposals. 

(7) At firftglance looks o. k. but needs the careful analysis of the 
Treasury Department tax lawyers. 

(8) Might hinder political chances for getting energy package. 



Ullman Plan 

(1) Rebate on 1974 tax liabilities of approxi
mately 10~'6. Cap of $300. Reaches cap at 
approximately $20,000 income and will phase 
out rebate between $20,000 and $30,000 by 
cutting the percent number to 3%. Paid in 
one lump sum in May. 
Estimated cost - $7+ B 

(2) (a) Increase the low income allowance to 
$1,900 for single tax payers and to $2,500 
for rr.arricd. 
(b) Increase the percentage standard deduction 
from 15% to 16% with a maximum allowable 
deduction of $2,500 for a single taypayer 
and $3000 for married. 
Estimated cost - $5+ B 

(3) Provide a S~o credit on earned income 
(wages and salaries) with a credit ceiling 
of $200. Provide for a $4,000 to $8,000 
adjusted gross income phaseout of the credit. 
Estimated cost - $3+ B 

( 4). Increase investment tax credit for all 
business to 10%. Increase limitation for 
utilities to 100% for two years and phase 
back to 50% at 10% per year over a five 
year period. Limitation for all other 
business remains at 50%. 
Estimated cost - $3.2 B 

(5) Increase the surtax exemption level for 
corporate forms of business from $25,000 
to $ ,000. 
Estimated cost - $600 M 

COMPARISON OF PLANS 

President's Plan 

(l)' Rebate on 1974 tax liabilities of 12%. Cap 
of $1,000. Paid. in two distributions - May 
and September. Proyides some rebate to all 
taxpayers peaking at approximately $40,000 
income bracket. 
Estimated cost - $12.2 B 

(2) Increase the low income allowance to $2,000 
for single taxpayers and to $2,600 for married. 
Estimated cost - $5 B 

(3) Provide an $80 cash payment for nontaxpayers. 
Estimated cost - $2 B 
[These two are similar in nature~] 

(4) Increase investment tax credit for all 
business to 12%. Increase limitation on 
utilities to 75% and phase back to 50% over 
a five year period. Limitation on all other 

·business remains at 50%. 
Estimated cost - $4 B 

(5) Reduce corporate tax rate from 48% to 42%. 
Estimated cost - $6 B 
[Ullman proposal apparently, however, does 
not preclude rate cut at time of energy 
package.] 

Present Law 

(1) No provision. 

(2) (a) Low income allowance is $1,300' 
for single and married taxpayers. 
(b) The percentage standard deduction 
is 15% with a ceiling of $2,000. 

(3) No provision. 

(4) (a) 4% credit for utilities 
(b) 7% credit for all other business. 
(c) Limitation of 50% for all business. 

(5) Tax rate of 22% on first $25,000 of taxable 
income and surtax of 26% on all above or 
marginal rate of 48%. 
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(6) Utility reinvestment feature whereby there 
would be no tax paid on utility dividends 

(6) Similar to October 1974 proposal with respect 
to preferred stock dividend. 

if recipient reinvested in special issue 
equity shares of tho utility within a limited 
period of time. 
Estimated cost - $200 - $300 M 

TOTAL ESTIMATED RELIEF - $19.4 B INDIVIDUALS - .$15. 3 B BUSINESS $4.l B 

NOTES: 1. Ullman would make items 2 through 6 temporary for.1975 
until and unless revenue from energy package is avail
able -- then they become permanent. 

2. The Gibbons, Karth, Corman proposal is very similar except 
the rebate on 1974 taxes would have a higher percentage -
over 12 -- with a cap of $300 (thus rebate primarily to 
low income taxpayers) and possibly repeal of the percentage 
depletion allowance on oil. 

3. Apparently the second energy relief package of a permanent 
nature may include tax reductions for both individuals and 
business. 

(6) No provision. 
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REPORT 
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TEMPORARY SUSPENSION OF PRESIDENTIAL AUTHOR
ITY TO IMPOSE FEES ON, OR OTHERWISE ADJUST, 
PETROLEUM IMPORTS; INCREASE OF TEMPORARY 
LIMIT ON PUBLIC DEBT 

JANUARY 30, 1975.-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 

Mr. ULLMAN, from the Committee on Ways and Means, 
submitted the following 

REPORT 
together with 

INDIVIDUAL, MINORITY, ADDITIONAL MINORITY, SEP
ARATE MINORITY, AND SUPPLEMENTAL MINORITY 
VIEWS 

[To accompany H.R. 1767] 

The Committee on Ways and Means, to whom was referred the bill 
(H.R. 1767) to suspend for a 90-day period the authority of the 
President under section 232 of the Trade Expansion Act of 1962 or 
any other provision of law to increase tariffs, or to take any other im
port adjustment action, with respect to petroleum or products de
rived therefrom; to negate any such action which may be taken by 
the President after January 15, 1975, and before the beginning of such 
90-day period; and for other purposes, having considered the same, 
report .favorably thereon with amendments and recommend that the 
bil1 as amended do pass. 

The amendments are as follows: 
On page 4, after line 14, insert the following: 

SEc. 4. Nothing in the first section and sections 2 and 3 
of this Act shall be deemed to affect the validity of any proc
lamation or executive order issued before January 16, 1975, 
by the President under section 232 (b) of the Trade Expan
sion Act of 1962. 

45-826 0 
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On page 4, after line 14, insert the following: 
SEC. 5. (a) During the period 1!eginning on the date of the 

enactment of this Act and ending on June. 30, 1975, the 
public debt limit set forth in the first sentence of section 
21 of the Second Liberty Bond Act (31 U.S.C. 757b) shall be 
temporarily increased by $131,000,000,000. . 

(b) Effective on the date of the enaotment of ~his Act, 
the first section of the Act of June 30, 1974, providing for a 
temporary increase in the public ·debt limit for . a period 
ending March 31, 1975 (Public Law 93-325), 1s hereby 
repealed. 

I. SUMMARY 

As originally introduced and as reported by the Committee, H.R. 
1767 provides for the temporary suspension of the President's author
ity to adjust imports of petroleum and petroleum products for the 
90-day period beginning· on the date ~of enactment,· and negates any 
Presidential import adjustment action taken after January 15, ~975, 
and before the beginning of such 90-day period. The Committee 
amended the bill to also extend the temporary limit on the public debt 
through June 30, 1976, and increase the 'temporary limitation to 
$531 billion. . · · .. 

In the case of petroleum and petroleum products the first section of 
the bill suspends for the 90-day: period :~ginning on the date of enact
ment any authority the Presiderit might have to adjust imports of 
petroleum and petroleum products. Section 2 would negate any Presi
dential action to adjust petroleum imports taken after January 15, 
1975, and .before the .date . of enactment, an~ 1.tlso provides for the 
rebate of any· duties or import fees ·or taxes levied' and. collecte~ pur
suant to any such action. Section 3· provides that the suspension of 
Presidential authority to adjust petroleum imports will cease if at any 
time during the 90-day period war is dec]ared, a national emergency 
occurs, or certain situations involving the commitment of United 
States.Armed Forces arise. Section.4 of the.bill, ~d(!.ed by Coµµnittee 
amendment, pro.vides that H.R. 1767 shallnol;,atf~ct the import license 
fee system on petroleµm and petroleum products which was in effect 
on January l!b 197~. . · • , ; .·. . . . . .. • 

The other uomnuttee .amendment .. relates tp the debt, limi~ation. 
The permanent d~bt limitation under .. present law is $400 billion. 
Effective thi:ough March 31, WJi>; present law also. provides for a 
temporary; additional limit of $95 billion, giving .an overall public 
debt limit. of $496 billion. . , · 

This bill provides for an increase of the present. temPQrary .debt 
limitation from $495 billion to $531 billion through June 30, 1975 .. No 
change is made in the permanent debt limit of $400 billion. This. is a 
$36 billion increase in the present combined limitation as w~ll as an 
extension of this limit for three additional months. . . · j 

The administration requested anincrease in the ·debt lirpitation to 
$604 bilHon through Jtine 30, 19176, and indicated in itS supp;orting 
information that a debt limitation of· $531. billi~ would meet its 
financing requirements through ,June 30, 1975. · 
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TABLE !.-STATUTORY DEBT LIMITATIONS, FISCAL YEARS 1947 TO DATE, AND A PROPOSED LIMITATION IN 
FISCAL YEAR 1975 

(In billions of dollars) 

Fiscal year 

1947-54 _____ -- -- -- ----- --- -- --- ---- . - --- -- --- ------ ----. -• -- --- --
1955 through Aug. 27 _____ -------- --- ••••••••. -- ___ --- ••••• __ .. __ .. 
1955: Aug. 28 lhrough June 30 ••• -----------------------------------
1956. - . --- ----- - -- ------ •• -- ---- ------ ----- - --- ---- . --- ---- -- - --
1957 - - - ----- ------ --- -- ------- -- ---- ---- -- •• --- • - -- ------ ------ -1958 through Feb. 25 _____________________________________________ _ 

1958: Feb. 26 through June 30 •• ------------------------------------
1959 through Sept. L---------------------------------------- .... -
1959: Sept. 2 through June 29 .................. --------------------
1959: June 30. _. _ -- __ --- .. ----. ____ .••• ----. ___ ------- ___ .... _ .. _ 
1960. - -- - -----. - --- ---- --- --- -- - ••• -- ----- ----------- -- • -- - --- --
1961. - -- ---- -- -• ----- -.. -- -------- -- - ---- - --- --- ---- •• - --- - -- - --
1962 through Mar. 12----------------------------------------------
1962: Mar. 13 through June 30 ••• -----------------------------------
1963 through Mar. 3L ........ ·------------------------------------
l963: Apr. l through May 28 •••.. --------------- -------------------
1963: May June 30 ........ ------------------------------
1964 throu 
1964: oec. iiin.e2s:::::: :::: :::: ::::::: ::::::::::::: ::::: 
1964: June 29 a ----------------------------------------------
1965. - -- -- -- ---- ---- .. --- -- --- -- -- --- . - -- . --- --- --.... -- . -- -- -• -
1966. - - -- --- ---- ----- ---- -- -- --- --- -•• - • - ---- ---- -------- --- -- . -1967 through Mar. L __________________ ------ ____ ------------------
1967: Mar. 2 through June 30 •. ------------------- -----------------
1968 l_ - --- • - • -- .. - - - - - - --- - ---------- - - -- • --- - -- - • - - -- - - - --- ----1969 Apr. 6 1 ____________ •• ---- ------ _____________ ---------

1969 ---- -- -- - .. --- --- ---- ------- --- --.. -- --- ----- --1970 th June 30 1 ___________________________ .. _____________ • _ 

mi ~~~:~11: 1~~= ~ ::: : :::::::::: :::: ::::::::::::::::::::::::::: 
1!172 through Oct 311 ... -------------------------------------- .... 
1973 through June 30 1 ___ ----- ----- --------------------------- ----1973 through Nov. 30 1 __________________ • _ ... ________ ------- .. ___ _ 
1974 through June 30 1 ___ ... _____ • ----- __________________ ---- ... __ 
1975 through Mar. 31 t_. _. _____ ------------ __________ ......... ___ _ 
Proposed: 

From enactment through June 30, 1975 •-------------·----------
After June 30, 1975 '-----------·-------------------------------

1 Includes FNMA participation certificates issued in fiscal year 1968. 

Statutory debt limitation 

Permanent 
Temporary 
additional 

275 --------------
275 --------------
275 6.0 
275 6.0 
275 3.0 
275 --------------
275 5,0 
275 5. 0 
283 5.0 
285 5.0 
285 10. 0 
285 8.0 
285 13. 0 
285 15. 0 
285 23.0 
285 20.0 
285 22.0 
285 24.0 
285 30.0 
285 39.0 
285 39. 0 
285 43.0 
285 45. 0 
285 51.0 
358 --------------
358 7.0 
358 --------------
365 12. 0 
380 15.0 
400 50.0 
400 50.0 
400 65. 0 
400 65.0 
400 75. 7 
400 95.0 

400 131.0 
400 --------------

Total 

275.0 
275.0 
281.0 
281.0 
278.0 
275.0 
280.0 
280.0 
288.0 
290.0 
295.o 
2113.o 
298.0 
300.0 
308.0 
305. 0 
307.o 
309.0 
315. 0 
324.0 
324.0 
328.0 
330.0 
336.0 
358.0 
365.0 
358.0 
377. 0 
395.0 
450.0 
450.0 
465.0 
465.0 
475. 7 
495.0 

531. 0 
400.0 

This committee amendment includes within the temporary debt 
limit $14 billion for financing various Federal agency credit pro
grams through the Federal Financing Bank. This action permits sub
stantial interest saving on those bonds. The committee has requested 
the Secretary of the Treasury to report each month on the borrowing 
under the debt limit through the Federal Financing Bank and whether 
the debt limit is sufficient so it will not be necessary to divert this bor
rowing directly through the agencies involved. 

II. SUSPENSION OF ANY EXISTING AUTHORITY TO 
INCREASE IMPORT FEES ON OIL 

A. CHROXOLOGY OF PRESIDENT'S ACTION AND COMMITTEE RESPONSE 

R.R. 1767 is essentially a response, and a much needed response, to 
the precipitous action taken by the President on January 23, pro
claiming an import fee on petroleum and petroleum products. The 
President's action by proclamation anticipated enactment of legislation 
involving taxes on certain energy resources including a $2-per-barrel 



4 

tax on crude petroleum, both imported and domestically produced and 
also import fees and excise taxes on petroleum products. By favo~ably 
reporting H.R. 1767, the Committee is not seeking a Congressional 
confrontation with the President. Rather, the enactment of H.R. 1767 
will reserve Congressional options to work as an equal partner with 
the President on our energy problems, including the problem of the 
growing dependence on foreign oil. 

Press reports in early January of this year that the Administration 
was considering a tariff of $1-$3 per barrel on imports of petroleum 
were confirmed by the President's television address on January 13, 
and the State of the Union Message on January 15. 

In anticipation of hearings by the Committee on Ways and Means 
on the President's tax proposals as outlined in the State of the Union 
Message, Chairman Ullman, after consulting with Committee mem
bers, wrote to the President on January 21, expressing his concern 
with the proposed action by the President and requesting that the 
President withhold Executive action until appropriate legislation con
sideration could be given to all of the President's energy tax proposals. 

Chairman Ullman stated in his letter to the President : 

COllnH'ITEE ON WAYS AND MEANS, 
U.S. HousE OF REPRESENTATIVES, 

Hon. GERALD R. FoRD, 
President of the United States, 

W a,shington, D.O., January ~1, 1975. 

The White House, W a,shington, D.O. 
DEAR MR. PRESIDENT: This is in reference to your proposed action 

of imposing a $1-$3-per -barrel import fee or tariff on imports of crude 
oil (and a tariff of similar incidence on petroleum products) under 
Section 232, the national security provision of the Trade Expansion 
Act of 1962. 

There has been no indication of which I am aware that the Secre
tary of the Treasury has conducted an investigation and recommended 
to you on the basis of such 'an investigation the action you propose to 
take un:der Section 232 of the Trade· Expansion Act. In the absence of 
any indication along these lines, I must assume that you are acting 
under the national security investigation and Presidential· finding of 
1959 under which the import quota system on petroleum and petroleum 
products was established some 15 years ago. 

I am aware that the President in February of 1973 changed the im
port quota system on petroleum and petroleum products to an import 
license fee system without benefit of a new national security investiga
tion and Presidential finding. Such action at that time was not broadly 
questioned by the Congress, although many Members, including Mem
bers of the Committee on 'Vays and Means, had reservations concen1-
ing the basis .of that action. Fnder H.R. 14462, as reported by the 
Committee on Ways and Means, any import restriction on petroleum 
under. Section 232 would have become subject to specific legislative 
criteri'a. Also reflecting those concerns are the new procedural and re
porting requirements which were added by amendments to Section 232 
contained in the Trade Act of 1974, Public Law 93-618. 

\ 
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There are serious legal questions created by continued Presidential 
use of Section 232 to drastically change (merely by issuing executive 
orders) restrictions on imports of petroleum products without benefit 
of the statutory investigation and findings required by that provision. 

It can be recognized that the President from time to time would find 
it necessary to make some changes in the program of adjusting imports 
under Section 232 in light of changing circumstances. However, the 
original thrust and purpose of the 1959 national security findin(J' with 
respect to petroleum has all but disappeared. Obviously what r;mains' 
is the continued, even increasl'd dependence on imports of petroleum 
and petroleum products. The question is how best this situation can 
bl' dealt with in light of completely different circumstances in 1975 ~ 

The divergence of economic interests involved in the existing com
plicated import license fee system on oil imports will be exacerbated 
by the additional, and changing level of import fees which you pro
pose to impose under Presidential authority. The changing costs and 
price conditions which the import fee will create are not conducive to 
sound legislation. 
A~ you have implie~ in your message to the Congress, the energy 

and mdeed the economic problems we face call for comprehensive and 
consistent legislative approach. In this regard, there is a preferable 
course. to take and one whic~ will provide the greatest degree of co
operat10n between the Executive branch and the Congress. To this end 
I respectfully request that you take no further action under the na
tional security provision to impose additional fees or tariffs on imports 
o! petr<?leum and petroleum products, but await appropriate legisla
tive act.ion. As I i_im sure you are aware the Committee on Ways and 
Means is respondmg to your request for action by makin(J' your pro-
posal the first order of business. · "" 

Sincerely yours, 
AL ULLMAN, Chairman. 

Subseq~ently, the Committee held a hearing on January 22, and at 
t~at hean~g Secretary of the Treasury Simon disclosed for the first 
time publicly the President's proposed action on import fees for 
crude petroleum and petroleum products was to be based on an investi
gat~on Secreta:y Simo~ .had requested on January 4, 1975, under the 
nat10nal secunty prov1s10ns, of section 232 of the Trade Expansion 
Act of 1962. The investigation was completed January 13 and trans-
mitted to the President January 14, 1975. ' 

Despite the existence of an ·import license fee system on petroleum 
and petrole.um products under section 232, despite the provision :for 
public hearmg~ or _other appropr~ate forms by which interested parties 
co.uld offer ~heir views, and .despite an expressed interes~ by the Com
m1t~ee on vv ay~ a1:1d.Means m the 93rd Congress concernmg the use of 
sec.t10~ 232 to hm1t 1.m.rorts of petroleum in the absence of legislative 
gmdelmes, the Admm1stration chose not to hold public hearin()'s and 
i~1deed, ~hose 1_10t ~o make public until ,Tanuary 22 the fact that a sec~ 
bon 232 mvesbgat10n ha~ been requested and completed. 
. 0~1 January 23, the President issued his Executive Order proclaim
m~ i~port fees on petroleum and petroleum products which would 
brmg m revenues of about $200 million during the first three months 
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and $400 million monthly by April 1975 according to the Administra
tion. The President's action was taken without benefit of a public 
hearing on the effects of such a tax or tariff and without public or 
Congressional review of the system for imposing the import fee and 
the criteria used to determine its incidence on petroleum products and 
on different consumers. 

B. DESCRIPTION OF THE PRESIDENT'S ACTION AND COMMENTS ON 

ECONOMIC IMPACT 

The Proclamation by the President dated January 23, 1975 modifies 
Proclamation 3279 dated March 10, 1959, which established the man
datory oil import quota program. It also modifies amendments of that 
Proclamation including Proclamation 4210 of April 18, 1973, which 
suspended tariffs on imports of petroleum and petroleum products 
and replaced the oil import quota program by a system of import 
license fees. 
Amendment of import lweme fee system 

The Proclamation provides that the phase-in schedule of import 
license fees under the present system and the preferential longer phase
in fee schedule for imports of motor gasoline and other finished prod
ucts from Canada (established under Proclamation 4227 of June 19, 
1973) will be eliminated. This means that as of February 1, 1975, the 
import fees under the present program will increase on crude oil from 
18.0 to 21.0 cents per barrel, from 59.5 to 63.0 cents per barrel on motor 
gasoline, and from 42.0 to 63.0 cents per barrel on all other finished 
products. These rates would have peen achieved as of November 1, 1975 
under the present program. 

The elimination of the longer phase-in of fees on imports from 
Canada means the present fee of 6.0 cents per barrel on motor gasoline 
and 4.2 cents per barrel on other finished products rises to the uniform 
63.0 cents per barrel, which was not scheduled to take effect until 
November 1, 1980. 
New import fee schei!lule 

The Proclamation increases the import fees under the present pro
gram on crude oil by a supplemental fee of $1 per barrel effective 
February 1, $2 per barrel as of March 1, and $3 per barrel as of April 
1. The supplemental effective fees on petroleum products will be zero 
as of February 1, $0.60 as of March 1, and $1.20 by April 1. For ex
ample, the total import fee on a barrel of crude oil would be $3.21 as of 
April 1, and $1.83 per barrel of residual fuel oil. 

The Proclamation reinstates the tariffs on petroleum and petroleum 
products as of February 1, which were suspended when the import 
quota system was replaced by license fees. The burden of the reinstate
ment is nil, however, since the tariffs are subject to refund of equiva
lent amounts from the total fees paid. 
"Entitlements" progrmn 

The "Old Crude Oil Allocation Program," under Federal Energy 
Administration (FEA) regulations issued in December 1974, will 
continue to apply under the new program to equalize substantially 
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the costs of crude oil to refiners while the domestic two-tier price con
trols remain in effect. The purpose of this so-called "entitlements" 
program is to reduce the cost differentials between refiners with access 
to lower cost "old" oil (currently under a price ceiling averaging about 
$5.25 per barrel) and refiners de:eendent on more costly imported and 
"new" domestic crude oil not subJect to price controls (averaging over 
$11 r,er barrel). The cost disparity is reduced by allocating lo,:w-priced 
"old ' oil proportionately among all refiners by issuing entitlements 
each month to refiners granting them access to price-controlled "old" 
crude oil. The entitlements to each refiner will be equal to the national 
average ratio of "old" crude oil to new domestic plus imported crude, 
calculated monthly by the FEA. Additional entitlements will be is
sued to small refiners. The FEA will publish a list of the number o:f 
entitlements issued each refiner. 

Refiners with a lower share of "old" oil than the national average 
in a. particular mont for example, refiners heavily dependent on 
imported crude oil, entitlements to refiners with more than their 
share of low-priced crude, up to the amount of the national average 
ratio. The proceeds from the sales are used by the refiners to reduce 
their cost of higher-priced imported or domestic oils. The refiners' 
customers pay prices that reflect the cost of the imported crude oil 
reduced by the value of the entitlement sales for the particular month. 
In turn, refiners with more "old" oil than the national average must 
purchase such entitlements in order to process their "old" oil. The 
goal is for all refiners' product prices to reflect approximately the same 
proportion of low-priced domestic crude oil regardless of geographic 
location or source o:f crude oil supply. 

Under the present allocation ulations, residual fuel oil and No. 
2 fuels (heating oil and diesel ) receive an entitlement valued at 
ap~roximatel;r one-third of the crude entitlement value. These regu
lat10ns are bemg amended to eliminate such entitlements for products. 
Entitlements• for products are replaced by reductions in fees to im
porters of cill petroleum products subject to the supplemental fees. 
The supplemental fees charged on products will be reduced from the 
crude levels by $1.00 per barrel on February 1, $1.40 per barrel on 
March 1, and $1.80 per barrel on April 1. 

This system of lesser fees on products is designed to equalize as 
much as possible the costs of imported fuel oils and other imports of 
petroleum products with domestic production while price controls re
main in effect. It is also intended to reduce the impact of large fees in 
regions heavily dependent on product imports. 

About 60 percent of the total national supply of crude oil is either 
imported, "new" domestic production, or stripper well production not 
~ubject to price controls. Under the entitlements program, each refiner 
is allocated the equivalent of approximately 40 percent of its crude oil 
runs as price-controlled "old" oil. In other words, refiners will be re
imbursed, in effect, under the entitlements program by about 40 cents 
for each $1.00 increase in the fee on imported crude oil and incur a net 
60 cent price increase for each $1.00 increase in the fee. To maintain an 
equal cost relationship between domestic refiners and importers of re
fined products, the import fee on products is computed initially at 60 
cents instead of the $1.00 crude level to match the effective 60-cent 
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net fee cost for refiners. In turn, importers have had benefits under 
the. present entitlements program equivalent to 60 cents per barrel 
of nnported product. Since this entitlement will be eliminated under 
the new program, the import fee on products will be reduced by an 
equivalent 60 cents. 
Effective import fees 

Consequently, the net effective import fee on petroleum products 
will be zero in February; in March the corresponding initial fee is 
$1.20 instead of the $2.00 crude level (i.e., the reimbursement to refin
ers of the crude oil fee under the entitlements program is 80 cents) 
minus 60 cents for current entitlement benefits, for a net fee of $0.60; 
and in April the net fee of $1.20 excludes $1.80 for the crude oil en
titlement and 60 cents for the current product entitlement. The FEA 
Administrator has authority under the proclamation to reduce the 
fee by these or by other amounts as he may determine necessary to 
achieve the objectives of the Proclamation and the Emergency Petro-
leum Allocation Act of 1973. · 

The fees are payable by the last day of the month following the 
month the imports are released from customs or entered or with
drawn from warehouse. Under current price regulations, there will 
be a minimum lag time of one month between importation or pay
ment of ~he !ees on imported crude o~l or products and pass-through 
of the price rncrease by the refiner or importer. For example, the first 
fee on petroleum products would not be passed through until April. 

'Q'nder the present license fee system, fees are refunded on imports 
wh1cJ:- are refined into products for export or incorporated into petro
chemicals exported. This drawback authority is extended under 
the new program to the supplemental fees. The Administration 
is given discretion to refund fees in certain other instances including 
imports of unfinished oils incorporated into petrochemic~ls for ex
port and fees on imports of crude oil manufactured into asphalt. 

However, under the present system, imports of crude oil and petro
leum products are generally exempt from license fees on the volumes 
under the allo~ments of the old import quota program. About 90 per
cent of crude 1mports and over 90 percent of ritsidual fuel oil imports, 
for example, are currently fee exempt. These fee-free allocations, as 
well as the long-term allocations of imports into Puerto Rico and those 
made by the Oil Import Appeals Board, will continue in effect for the 
revised exiiting fees until the allocation system terminates in 1980. 
All petroleum and petroleum products imports will be subject, how
ever, to the new supplemental fees. 

Finally, the Proclamation provides for the Administrator of the 
FEA to evaluate the structure and scope of elements of the existing 
mandatory oil import program which will remain in effect with a 
view to possible simplification. He is to submit recommendations to the 
President within three months. 
E conomw Impact 

According to the Federal Energy Administration, the United 
States now ~mports about 4.1 million barrels per day of crude oil and 
about 2.6 milhon barrels per day of fuel oil and other refinery prod-
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ucts. T~e Administratio~1 estimates that the increase of $3.00 per bar
re} o:i;i. imported crude _011 and $1.20 on imported petroleum products 
will mcrease average imported petroleum prices by about $.035 per 
gallon. 
T~e Adfi?.inistration has made public very little information about 

possible pr1c~ effects of the pr?claimed increases in existing import 
~ees. The ~nt1.re energyf ackage ~s expected to cause a one-time increase 
m the price mdexes o approximately 2 percent. This Treasury De
partment estimate combines the primary and ripple effects of the total 
$30 billion en~rgy conservation taxes and fees package. In calendar 
year 1975, the import fees are expected to total $3.2 billon, or 12.2 per
cent of the total energy tax receipts. In calendar year 1976, the import 
fees are projected to be $4.1 billion, or 13.6 percent of the total. There
fore, the Administration considers the potential inflation impact of 
the oil imp~rt fee portion of the .en~rgy package to be small. 

Other estimates are more pessimistic. A January 1975 Library of 
Congress Congressional Research Service report estimates that a $3-
per-barrel increase in the import fees on imported crude and petroleum 
products will raise the price of imported crude from $12.50 to $15.50 
per barrel, c?Sti?g $7.1 billion yearly at current import rates. 

The stll;dy md1cates that all elements of the Administration's energy 
progra.~ m the aggregate coul~ cost at least $50.3 billion in 1975. Given 
an anticipated .197? ~s national product of $1~00 billion, the pro
gram could raise hvmg costs by 3 percentage pomts, assuming com
pl~te pass through of t~e sum to final prices. Directly, before consider
ation of .secon.dary or ripple e!fecls, the energy package will raise the 
rate of rntlat1on from an estimated 6-7 percent to 9-10 percent in 
~975. Put another way, the package will increase the rate of inflation 
ii: 1975 about 50 percent in direct costs, even before considering t11e 
npple costs that emanate from the primary price increase. 

Ene?-'gy c<!Sts .are }llarked up ~h.rough layer upon layer of the manu
facturn~g, distribution .and ret.ailrn~ systems which results in products 
~mbodyu:~g energy havmg their prices raised by more than the actual 
mcre':lse m e~ergy costs. Many _wag~ and other payments like social 
~ecunty are ~1ed, to the change m prices, hence, compounding the rise 
rn ~nergy prices effect on th.e general price level. The ripple effect is 
e~tima~d to be 1.5 ~. 2.0 t~mes the primary effect, implying that. 
potentially, the Admm1stration's total energy package's primary and 
~condary effects could cause 1974's 12 percent inflation rate to con
trnue through 1975. 

A report by Data Resources, Inc., also prepared in January gen
~rally. supports th~ Congressional Research Service studv, although 
its estimates a~ s!1ghtly lo~er. The DRI study assumes that a lar~ 
oart of the price ~ncrease. will be reflec~ed in !iighe! wages and unit 
laJ:or costs, and will find its way back mto prices via the wage-price 
spiral. T~e GNP deflator is estimated at 3 percent higher at the end 
of 1975, rncreasing- the total inflation rate through the year to 10.7 
percent. The study :fu~he:r: predicts a spillover effect into 1976 of 
another one percent, brmgrng the ~otal projected inflation rate for 
1_976 to over 6 percent and the total rnflation effect of the Administra
tion's e~e:r:g;y pa~kage to 4 percent, thereby assuring continued 
double-digit mflation. 

45-826 0 - 75 - 2 
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c. DESCRIPI'ION OF PROVISIONS REGARDING hn>oRT FEE ON 
!>ETRoLEUM 

'Dhe first section of H.B. 1767 provides that the President's authoi:ity 
to adjust imports of petroleum and petroleum pr?<1ucts und~r sectio;n 
232 of the Trade Expansion Act of 1962 (the n'atlonal security provi
sion) or under any other provision of law, is to be suspe~d~ for 11 

period of 90 days beginning on the date of enactment. It is m~ended 
that no further Executive action be taken in the form of an import 
quota, tax, taxi.ff, or fee or other type o. f imJ?Ort res~raint duri;ng the _90-
day period that would have. the effect of mcreasmg the pnce of im-
ported petroleum and petroleum products. · · · . 

In this context, petroleum and petrole~m products or,.,as st~te~ 111 

the bill, "petroleum or ~ny £rod.net derived therefrom,· means im
ported crude oil, crude oil derivatives, and products and related pro?-
ucts derived from.natural gas and coal tar, and as empl?yed 111 

proclamations issued• under section 232 of the Trade Expansion Act 
of 1962 for. the purpose of adjusting imports. It should be noted that 
section 4 provides that the Act is· not to have any effect on proclama
tions or Executive ·orders issued before January 15, 1975· by. the 
President under section 232 of the Trade Expansion Act of .1~62. 
Thus, it is not intended that the Act aff ec~ the sta~s of the ex1stmg 
import license fee system tinder Proclamation No. 4210. : , 

Section 2(a) would repeal any Executive order or proclamation is
sued by the Presiden~ after JMm&ry 15, .1975 and be~ore the date of 
enactment under section 232 (b) of the. Trade Expansion Act of '1962 
or any other .provision of law reSulting in the i~pos:ition of a ri\te of 
duty on imports of petroleum or any ptod:uct derived therefrom. On or 
after the date·of enactment, petroleum and petroleum products made 
subject to a ~B;te of d~ty by such action woul~ e,iiter free of any such 
duty. In addition, section 2(a) (2) would prov1de·for the re.bate of any 
duty.pai? on imports of petroleu~ or petr<?leum products imposed by 
the President pursuant to any action by~ after January15, 197?, 
and. before the date of enactment; under section 232 or any other provi-
sion of :law. . '·· . · · .·· ·. · ·. · . ·' 

Section 2 (b) is similar to section 2( a.)· except that it will repeal the 
import fee proclaimed by the P:resident on January 23, 1975 or any 
similar action ta:ken after January 15, 19'15 and before the ?ate of en
actment involving the impositi?n of a tax or fee o.n th~ ~mports of 
petroleum or any products derived therefrom under seet~on 232(b) 
of the Trade Expansion Act of 1962 or any other provis~on of law. 
Likewise on and after the date ofM.actrilent, the tax or fee imposed on 
imports ~f µetroleum .and products deri.ved therefrom ~hall be· only 
the tax or fee in effect as a result of action taken before January 16, 
1975. As in section 2(a)(2), any tax or fee imposed. on import~ of 
petroleum and petroleum pi:oducts which exceeds the t.:1x ?r fee .im
posed on January 15, 1975 1s to :t>e rebated upon apphcabon to the 
appropriate Federal agency. . · : . . .• . . 

In providing a r~bate of ~ubes or.fees, ~he Committee mtends that 
there should be no mcrease m the pnce ~f imp?rted petroleull! or any 
product derived therefrom sl~ould a ti:a1ff ?r import f~ be imposed 
prior to the enactment of this Act. Smee importers will be assured 

~I 

I 

H 

that the duties or fees will be rebated, there will be no need for im
porters to pass along the fee to the customers through an increase in 
price. In any event, the Committee is informed that under the Presi
dent's Proclamation, the import fee on crude oil will not be collected 
immediately and the fee on products will not begin to be collected until 
April or even later. · 

Section 3 provides that the 90-day suspension of the President's au
thority to adjust imports of petroleum or any product derived there
from under section 232 of the Trade Expansion Act of 1962 or any 
other provision of law shall terminate under certain circumstances 
involving the United States armed forces engagement in hostilities. 
The circumstances are: (1) should the Congress declare war; (2) 
should United States armed forces be introduced into hostilities pur
suant to specific statutory authority; (3) should a national emergency 
be created by attack upon the United States, its territories or posses
sions, or its armed forces; or (4) should United States armed forces 
be introduced into such hostilities, situations, or places, or are enlarged 
in any foreign nation under circumstances which require a report by 
the President to the Congress pursuant to section 4(a.) of the War
Powers Resolution (50 U.S.C. 1453(a) ). 

Thus, under Section 3, the President's power to act under Section 
232 of the Trade Expansion Act in time of national emergency involv
ing armed conflict would be preserved, despite the suspension period 
of 90 days provided in Section 1 of the bill. 

The Committee has been informed that a suit has been instituted to 
test the validity of the President's action of .January 23, 1975, under 
section 232 (b) of the Trade Expansion Act of 1962 for the purpose of 
adjusting imports of petroleum and products derived therefrom. The 
Committee does not intend that its action in reporting out H.B. 1767, 
and in setting forth the views contained in this report with respect to 
the action taken by the President on .January 23, 1975, should affect 
in one way or another the determination in this suit or in any other 
proceeding which has been instituted (or which may be instituted) 
on the merits of issues relating to the scope of Presidential authority 
or the validity of any particular exercise of that authority under sec
tion 232 (b) of the Trade Expansion Act of 1962 or any other provision 
of la.w. 

D. REASONS FOR SUSPENDING THE PRESIDENT'S AUTHORITY 

The Proclamation pre-empts other approaches to reducing demand 
for oil 

The Committee has not had the opportunity to analyze in detail 
the many ramifications of the Presidential proclamation of Janu
ary 23, 1975. It it clear, however, that the import fees to be imposed 
on crude petroleum are not due to be collected until the last of 
February. The payment of fees on products is to be delayed a.n 
additional month to the end of March or the first part of April. 
Surely the degree of import restraint gained by the precipitous Exe
cutive action under the umbrella of national security is of minimal 
contribution to the overall goal of reduction of oil imports. Given 
the actual effective date of the import fees, the early incidence (or 
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lack thereof) of the Pres~dent's pro~m does not c~nform to the 
public postur~ of ~n active .~xecutive bra.nch makrng the hard 
decisions and impatiently awaitrng Congressional concurrence. . 

Certainly early and effective action to reduce our re~ianc~ on 011 
imports is essential. However, the. double challenge of .mflation and 
recession are extremely serious threats to our economic welfare as 
well. These problems too are twin responsibilities of the ~ongress a?d 
the President. Reliance on Executive action under the national security 
clause Section 232 of the Trade Expansion Act, without adequate 
public' n?tice and in t~e. ab~ence. of consultations 'Yi~h. ~he Congr~s, 
and despite the best of mtentions, ignores recent sensit~v1bes resp~ctmg 
the use of Presidential power. 1Vhat is of more basic concern is the 
effect the Proclamation has on the authority of the Congr~ss.. . 

By imposing the import fees by proclamation, the Admn~ist_rabon 
sought to establish, once and for all, the . across-the-b.oard rnc1dence 
of the $2-per-barrel import fee as t~e m~1or ele~1ent m the tax pro
o-ram of discouraging demand for 011. 1V1th ~he import fee on crude 
firmly established in the market place, the import fee on products 
being altered through the so-<;alled "entitlemen~s" program ( estab
lished to reduce cost differentials created by price controls. and the 
two-tier price system) and other i?npo~ fee rebate~, o.r ad1ustment 
beirig made to accommodate "special circumstances, 1t was .hope~ 
that the Congress would have no choice but to adopt .tl~e. Presidents 
approach, or alternatively, to assume the respons1b1hty for not 
responding to the need for an effective energy pr~gram. . 

There is no doubt that to allow the President s proclamation .of 
January 23, 1975, to stan~ pre-emp~ th~ choices that are otherwise 
available to the Congress rn developmg its own approach to energy 
conservrution through the tax systeni. . . ·. 

As indicated above, the President's e_ner_~ tax package IS ~nfla
tionary in its effect on energy cost for md1vidu';tls and/~r b~smess, 
much more so than first estimated. Moreover, its negative impact 
on the effective demand for other goods has been underestimated by 
the Administration as reflected in an unusual concensus among econo
mists appearing before the Committee <?n Ways and Means. ~terna
tives to the President's program are available ~d mu~ be considered, 
given general inflationary effects of the admm1stration program. on 
all energy costs, the secondary cost effects on products embodymg 
energy, and the recessionary effect of reduced purchasing power the 
program will have. 
The criteria of the national security provision has not been <dequately 

met 
The chronology of the national security investigation an~ finding 

on which the President based his proclamation has been detailed else
where in this report. The Committee is sympat~etic with the ~upport
ing statements that literally hundreds of hearmgs and stud.1~ have 
been conducted in recent years on our energy needs and t.he.pohc1es and 
programs required to meet the energy challen~. Und~rst~ndably, there 
was a great desire to avoid another lengthy ~nvest1gat10n ~der the 
national security provision. There are a myriad of factors mvolved 
that have been analyzed, studied, and reported upon. Not all, how
ever, are relevant to the criteria of Section 232. 

1'f'"I 

Paragraph ( c) of that section reads as follows: 

( c) For the purposes of this section, the Secretary and the 
President shall, in the light of the requirements of national 
security and without excluding other relevant factors, give 
consideration to domestic production needed for projected na
tional defense requirements, the capacity of domestic indus
tries to meet such requirements, existing and anticipated avail
abilities of the human resources, products, raw materials, and 
other supplies and services essential to the national defense, 
the requirements of growth of such industries and such sup
plies and services including the investment, exploration, and 
development necessary to assure such growth, and the im
portation of goods in terms of their quantities, availabilities, 
character, and use as those affect such industries and the ca
pacity of the United States to meet national security require
ments. In the administration of this section, the Secretary 
and the President shall further recognize the close relation 
of the economic welfare of the Na ti on to our national security, 
and shall take into consideration the impact of foreign com
petition on the economic welfare of individual domestic in
dustries; and any substantial unemployment, decrease in 
revenues of government, loss of skills or investment, or other 
serious effects resulting from the displacement of any do
mestic products by excessive imports shall be considered, with
out excluding other factors, in determining whether such 
weakening of our internal economy may impair the national 
security. 

As can be seen, the major theme of the relevant factors to be con
sidered by the Secretary of the Treasury and by the President is the 
impact of imports on the ability of industries to produce domestically 
and to meet national defense requirements from domestic production. 
While consideration is to be given to the close relation of the economic 
welfare of the Nation to our national security, it is the capacity of 
domestic industries in relation to national defense requirements that 
is most closely related to the purposes of the section. 
· The rationale supporting the national security action on oil imports 
in 1955 or in 1959 has changed drastically over the years, with the oil 
embargo and subsequent price increases presenting entirely new mar
ket conditions to domestic oil producers. No one is contending that 
the domestic oil industry is being destroyed by cheap imports. Not 
only has the rationale of encouraging domestic production in face of 
low cost foreign oil changed, but the structure of the domestic oil 
industry and the market it serves no longer relate to the type of rea
soning which led to the oil quotas of 1959. 

There can be rio doubt that it is in the national security interest to 
reduce our reliance on foreign oil. There is doubt that the investigation 
and report prepared at the direction of the Secretary of the Treasury 
serves as an appropriate and adequate base for the tremendously sig
nificant import adjustment program that has been proclaimed. In 
view of the billions in dollars of costs which will be borne by our pro
ducing industries and by every energy consumer, a 10-day investiga
tion with no consultations with interested parties, hardly seems 
appropriate. 
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What is at issue here is whether the decisions that must be made 
a.:ffecting ~ne~gy co~ts throughout the economy are to be made in rela
tion to criteria which have been carefully examined and written into 
law, or whether those decisions are to be made in relation to criteria 
dec!~ed by an administrator acting under an Executive order. Such 
dec1s.1on woul~ be made without the ~nefit <?f legislative guidelines, 
and mdeed, without benefit of a publicly available rationale to guide 
the daily decisions of the administrator as he decides equity as between 
consumers and producers, . producers and importers, and consumers 
and consumers. The report and national security findings transmitted 
to the President on January 14 provides little rationale to guide the 
administration of the extremely complex import fee system proclaimed 
by the President on ,January 23, 19'15. 

A national security investigation was conducted between J anu
ary 4 and January 13, 1975, a report was prepared and a finding 
reached based on that investigation, and on January 14, that report 
and finding were transmitted to the President. The appropriateness of 
the decisions and actions involved are subject to very serious question. 
The procedures must be judged to be· inadequate in light of the far 
reaching implications of the Proclamation and in the absence of any 
demonstration of the necessity to act so quickly and in such a manner 
as to pre-empt legislative alternatives. 
Previous e{JJpressio-n of Oongressio'!Uil cO'Mem were ignored 

There already has been increasing concern in the Congress with 
respect to the actions of the President on imports of crude petroleum 
and petroluem products under Section 232. In the Trade Act of 197 4, 
the Congress amended Section 232 to require that the Secretary of 
th': Treasury consult with the Secretary of Defense and other appro
priate officials. Section 232 was further amended to provide for public 
~ea.rings or otl~er opportuniti~ for presentation of inf<;>rmation by 
mterested parties. These pubhc procedures can be waived by the 
Secretary of the Treasury. Clearly, however, in an Act in which 
public hearings prior to Presidential actions were made standard oper
ating procedure the Congressional intent js that public procedures are 
to be followed unless some unusual circumstance makes such pro-
cedures "inappropriate." . 

In the almost 20 years during which the national security provision 
has been in the trade Jaw, Section 232 investigations have always 
included public hearings or other means of affording interested parties 
an opportunity for the presentation of views. Ironically, in view of 
the very brief investigation preceeding the President's action on the 
petroleum import fee of January 23, 1975, Section 232 was also 
amended to require that the Secretary of the Treasury complete his 
investigation and report his findings and recommendations to the 
President within one year after the investigation is begun. This was 
in response to Section 2.~2 investigations being continued without final 
disposition, literally for years. 

The Trade Expansion Act of 1962 conferred on the President cer
tain powers to take action affecting imports once he determined that 
the level of those imports threatened to impair the national security of 

..... 
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the _lJnited States. In April 1973, by Executive Proclamation 4210 and 
aga1~ on -Ianuary 21 of this year, the President has taken action, based 
on ~Is claim of auth~mty under that Section, to adjust imports by im
posmg a charge, which he called a license fee, on imported petroleum 
and petroleum products. 
. No con~ has !1ad an opportunity t~ consider the re:ich of the delega:

t10n contamed m the Trade Expansion Act and tlus resolution does 
not purport to do so now. 
Th~re is certainly grave doubt, at least, that a Court would uphold 

a claim t~1at the Congress attempted to delegate virtually unlimited 
power to impose :fees, no matter what euphemism is selected to denomi
nate them, as a means of restricting imports. In any event however 
we understand the scope o:f that delegation will soon be det~rmined i~ 
a Court action. 

The purpose o! the Resolution, then, is not to expand or change 
the authonty wluch the Congress conferred on the President in the 
Trade Expansion Act o:f 1962 or in its amendments. 

Nor doe~ the ~esolution ratify any previous actions by any Presi
<l_ent m11:de m reban~e on the National Security provisions o:f the Trade 
E~pans1011 Act ~o unpo~e do1lar fe;es on imports, no matter whether 
tlns was done with or without pubhc hearings and no matter whether 
done by ~r?clamation or in any other way. 

.In add1t10n to the procedural amendments to Section 232 the Com
m1~tee on '\Vays anC! Means has actively considered the President's 
act10n on petroleum imports under Section 232 in connection with the 
proposed Oil and Gas Energy Act of 197 4. 

Al.though R.R. 14~62 of the 93rd Congress did not become law, 
Section 204 o:f that bill wou1d have amended Section 232 of the Trade 
Expansion Act to prescribe criteria for. and to limit the use o:f re
strictions on t~e importat.ion of petroleu!n an~ products derived from 
petroleum wluch may be imposed by the President under Section 232. 
T~us, ~hi;- nature of the i:roposed action :forcefully indicated the Com
mittee s mterests and views on these matters which in effect were 
. db ' . ' ignore y the Secretary of the Treasury in his Section 232 investi-
gation and in the action taken by the Presrdent. 

In view of the :fact that the President has chosen to continue the 
license fee system as a part of the import fee pro<Yram it is appropri
ate to consider the Committee's conu:nent in Rguse Report No. 93-
1028 to accompany R.R. 14462, the 011 and Gas Energy Act o:f 1974. 
That report stated in part : 

. The Committee. has examined the license :fee system estab
!1shed by the President on imports of petroleum in lieu of the 
import quota system under which the President has "ad
justef~" the v?l~1me .of petroleum imports under the national 
secm·;t:y prons10n smce.1959. There is general agreement that 
the 01l 1mport quota system had outlived its usefulness. Row
~ver, the Com;nittee fo~<l~ that th~ ~xisti!lg license fee syst~m 
Is not responsive to ex1stmg cond1t10ns rn world markets m
so:fai: as crude oil imports are concerned. Further, insofar as 
the license fee on petroleum products is concerned, the Com-
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mittee believes that the continued recognition of special 
"rights" for certain importers should be ended and that if 
license fees are to he imposed, their application should be uni
form and nondiscriminatory. 

* * * * * 
With respect to petroleum (i.e., crude oil), section 204 of 

the hill would prohibit the imposition of any quantitative 
limitation, duty, tax or fee except in any period for which 
the President determines that both the prevailing landed 
price of imported crude oil is equal to or less than the pre
vailing price of crude oil produced in the United States, and 
that the goal of promoting national self-sufficiency \tould be 
adversely affected without such imposition. This prohibition 
would effectively prohibit the imposition of restrictions on 
the importation of crude oil as long as domestic price con
trols which keep the average domestic price of crude below 
that of imported crude are in effect. 

* * * * * 
By requiring that a second condition be met, i.e., that with-

out a quantitative limitation, duty, tax or fee, the goal of pro
moting national self-sufficiency would be adversely affected, 
your committee intends that not only must the price of im
ported crude be equal to or less than the price of domestic 
crude petroleum, but that the overall trends in market con
ditions are such that the goal of promoting national self
sufficiency itself requires some degree of import restraint 
on crude petroleum. The Committee, in formulating these 
criteria, wished to minimize market factors which serve to 
add to consumer costs unnecessarily. 

* * * * * 
Nevertheless, in reviewing the existing license fee system 

on imports of petroleum products, your c.ommittee was con
cerned that historical importers who had enjoyed import 
quota rights previously should not continue to receive ex
emptions and rights not available to other importers once the 
import quota system had T>een abandoned. Therefore, the 
bill reqmres that to the extent that a license fee system on 
petroleum products (in excess of charges, if any, on crude 
petroleum) is necessary to offset cost disadvantages of de
veloping and operating refineries in the United States, the 
import restraint system should be applicable on a uniform 
and nondiscriminatory basis. 

* * * * * 
In order that the Congress may play a more appropriate 

role in petroleum import policy under the import program 
proclaimed by the President under section 232, the bill pro
vides for a C,ongressional disapproval procedure for any 
action taken under section 232 (b). 

* * * * * 
Aside from the Committee's concern as expressed in the report 

on H.R. 14462, there are other questionable aspects of the import 
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fee system which are of fundamental interest to the Committee and 
to the Congress. 
Continued use of nati.oruil security authority erodes legi'8lative 

responsibilities under the Comtitidion 
The existing license fee system and the import fee system pro

claimed January 23 establi~hes a separate taxing 1!1echani~1:9, defining 
taxable units and . categories of goods, determmmg eqmties among 
taxpayers based on assumed special circumstances, and assigning 
revenue collection responsibilities. The whole revenue and tariff sys
tem established by the President is outside the tariff and customs law 
and the Internal Revenue Code, and none of the criteria and guidelines 
for administering the system has been approved by the Congress. 

Even at the low level of the license fees ($0.21 per barrel of crude), 
the future revenue was significant eoough to cause the Committee last 
year to drop the prov;isi<?ns of Section 204. of R.R. 14~62, mentioned 
above, from a ta.x bill it reported later m tha.t sess10n due to the 
revenue loss it was estimated could . result from the enactment of 
statutory criteria on the imposition of import license fees.on petrole"!m. 

The long and continued use of such a broad authority as Sec~1on 
232 in the exercise of basic legislative functions of raising revenues 
and regulating commerce erodes the authority of the Congress and 
prevents it from fully exercising its constitutional responsibilities. 

By approving R.R. 1767, the House can take a step toward the 
resumption of the appropriate exercise of responsibilities that are 
reserved to the Congress by the Constitution. 

J;J. SUSPENSION OF AUTHORITY PLACED HEAVY RESPONSIBILITY ON THE 

CONGRESS 

There can be no doubt that in suspending the President's national 
security authority and negating his recent action under it 'vith respect 
to imports of petroleum, the Congress is assuming a heavy responsi
bility to propose and enact an energy legislation. It is possible that 
a legislative package of energy taxes cannot be developed and en.acted 
within the time frame of 90 days anticipated in R.R. 1767. Certainly 
it cannot be done effectively if Congress must act under the leverage 
of Executive action which increases basic energy costs through import 
fees with no opportunity for the Congress to choose more selective 
cost increases through the tax system. By its action of favorably re
porting R.R. 1767, the Committee on 'Vays and Means is accepting 
its responsibility to develop and report to the House as expeditiously 
as possible legislation on petroleum and petroleum products (both 
imp~11:s and domesticaFy produced) that is responsive to our energy 
reqmrement and coordmated with broad tax changes that are needed 
to stimulate economic activity and alleviate the inequities stemming 
from the inflationary pressures of the P.ast year and a half. 

In order to carry out those responsibilities effectively, the Congress 
must Pnact R.R. 1767 and assume a full partnership with the Presi
dent in this area of great concern. 

For the reasons stated above, your committee strongly reeommends 
enactement of R.R. 1767. 

* * * * * • 

45-826 0 - 75 - 3 
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III. INCREASE IN THE TEMPORARY LIMIT ON 
THE PUBLIC DEBT 

A. PRESENT LAW 

The combined permanent and temporary limitation on the public 
debt is $495 billion effective through March 31, 1975. This limitation 
was approved by Congress and became law on June 30, 1974. The Sec
retary of the Treasury currently estimates that the ceiling will be 
reached on February 18, 1975, if existing outlay and receipts patterns 
continue unchanged. 

B. CURRENT ECONOMIC AND BuOOET OUTLOOK 

The output of real goods and services--as measured by gross na
tional product in constant prices-has been declining since the start 
of 1974, but price increases have more than offset this decline with 
the result that GNP in current prices has continued to increase. Table 1 
shows that real GNP reached a peak annual rate of increase of 9.5 
:percent in the first quarter of 1973, had substantially lower rates of 
mcrease the .rest of that year, and has decreased each quarter since the 
start of 1974. Further decreases in real GNP have been forecast 
through the middle of 1975. During the past two years, prices (as 
measured by the GNP deflator) have changed from a 5.5 percent 
annual rate of increase in the first quarter of 1973toa13.7 percent rate 
in the fourth quarter of 197 4. 

TABLE. I-GROSS NATIONAL PRODUCT IN CURRENT AND CONSTANT PRICES AND GNP IMPLICIT PRICE DEFLATDR, 
QUARTERLY, 1971-74 

I 

(Billions of dollars; seasonally adfusted annual rates) 

Gross national product 

Current dollars Constant (1958) dollars Implicit price deflator 

Percent Percent Differ· Percent 
change change Total ence change 

at at ~ndex: ~ndex: at 
Diller- annual Differ· annual 958=: 958=: annual 

Year and quarter Total ence rate Total a nee rate UlO) 100) rate 

1971: 
lstquarter._ ______ 1,027.8 +36.0 +15.3 736.9 +17.6 +10.1 139.S +1.6 +4.7 
2d quarter ________ 1,047.3 +19.5 +7.8 742.1 +s.2 :j:2.8 141.1 +1.6 +4.8 
3d quarter .••••••• 1,061.3 +14.0 +s.s 747.2 +s.1 2.8 142.0 +o.9 +2.6 
4th quarter ••••••.. 1,083.2 +21.9 +8-5 759.1 +u.9 +6.5 142. 7 +o.7 +1.9 

1972: 
1st quarter ________ 1, 115. O +31.8 +12.2 no.9 +11.8 +6.4 144.6 +1.9 +s.s 
2d quarter •••••.•• l, 143. o +28.0 +10.s 786.6 +15.7 +8.4 145.3 +0.1 +1.9 
3d quarter ________ l, 169. 3 +26.3 +9.5 798.1 +n.s +6.0 146.5 +1.2 +3.3 

1973
;th quarter ________ 1,204. 7 +35.4 +12.7 814.2 +16.l +s.3 148.0 +1.s +4.1 

lstquarter ________ 1,248.9 +44.2 +15.5 832.8 +18.6 +9.5 150.0 +2.0 +s.s 2d quarter_ ________ I, 277. 9 +29.0 +9.6 837.4 +4.6 +2.2 152.6 +2.6 +7.3 3d quarter__ ______ l, 308.9 +31.0 +10.1 840.8 +3.4 +1.6 155. 7 +3.1 +1.3 
4th quarter__ ______ I, 344. o +35.1 +11.2 845.7 +4.9 +2.3 158.9 +3.2 +s.s 

1974: 
1st quarter ........ l, 358. 8 +14.8 +u 830.5 -15.2 -7.0 163.6 +4.7 +12.3 
2d quarter ________ 1,383.8 +25.0 +7.6 827. l -3.4 -1.6 167.3 +3.7 +9.3 
3d quarter •••.•• ~- 1,416.3 +32.5 +9.7 823. l -4.0 -1.9 172.1 +4.8 +n.9 
4th quarter ________ 1,428.0 +11.7 +3.3 803.7 -19.4 -9.l 177.7 +5.6 +13.7 

Also, during the past year and a quarter, the unemployment rate has 
increased from a low point of 4.6 percent in October 1973, to a high 7.1 
percent in December 1974. The unemployment level is expected to 
reach and probably exceed 8.0 percent by the middle of 1975. 
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The economic trends sketched above are reflected in a lower level of 
budget receipts and a higher level of outlays in the fiscal year 1975 than 
had been estimated earlier. This is indicated in table 2 which shows the 
initial (January 197 4) budget estimates of receipts and outlays for the 
fiscal year 1975, the estimates presented to the committee by the ad
ministration on January 23, 1975, and two intervening estimates. The 
pattern of falling receipts and rising outlays is consistent with the 
economic trends cited above. Reflected in the latter estimates, for exam
ple, are higher outlays for unemployment insurance benefits and 
social security benefit payments, items which are associated with in
creasing unemployment. At the same time, lo>ver receipts resulting 
from incre.ased unemployment, less income earned by those now em
ployed only on a part-time basis, falling corporate profits, some switch
ing from FIFO to LIFO accounting methods ·and an unusual level of 
ca.pita! loss generated by a falling stock market. 

TABLE 2.-ESTIMATES OF UNIFIED BUDGET TOTALS IN FISCAL YEARS 1974-76 

[billions of dollars! 

1975 

1974 Budget 
actual estimate 

May Nov. 26 Current 
estimate estimatei estimate I 

294.0 293 279 
305.4 302 313 

Receipts_______________ 264. 9 295. 0 
Outlays________________ 268. 4 304. 4 

1976 
Current 

estimate I 

293-300 
348-350 

~~~~~~~~~~--~~~~~~~~~~~~-

Deficit___________ -3. 5 -9. 4 

t Estimates Include effects of proposed legislation. 
' Approximately. 

-11.4 -9 -35 -•50 

The latest budget estimates have experienced a rapid transforma
tion as the economic decline accelerated. This is, for example, a change 
from a $9 billion to a $35 billion budget deficit in a two-month period. 
Part of the increased deficit for fiscal year 1975 is a net $5 billion 
reduction in revenues resulting from the President's proposal for eco
nomic stimulation and energy conservation. The revenue effects of the 
economic and energy tax proposals are summarized below in table 3. 

TABLE 3.-EFFECT OF THE PRESIDENT'S TAX PROPOSALS ON BUDGET RECEIPTS 

[Fiscal years; In billions of dollars) 

1975 

Estimate excluding proposals •. ___ . ___ . ___ . _____ ... ___ . _____ . ___ ._. __ .... ________ . 284 
Tax cuts to stimulate the economy____________________________________________ -6.1 

~nu~i~:~s3•1~: :: : : ::: : :: : : :::::: :: : ::::: :: : : : : : : :: : : ::: : ::: : : : : :: : : : : : : : : : ~ :1: ~~ Energy taxes _____ .. ___ . ___ . ______________ . ___________ . ________ • _____ .. __ ._. 4. 3 
Excise taxes and import fees ... __ • ______ . ________ .. _. _____________ .______ (4. 3) 
Windfall profits taxes ... ____ ._._ .. _ .. ----- __ ._ .. ___ . ____ •• ___________ .---<- ___ . ___ ... _) 

Ener~~t~~~J!~;:_:::::: ::::::::: :::::::: :: : :: : : :: :::::::: ::: :: ::: : : : :: : :::: ~ :t b 
-5.0 

279 

1976 

303-306 
-10.2 
(-7.3) 
(-2. 9) 

35. 3 
(19. 0) 
(16. 3) 

-31.5 
(-24. 9) 
(-6. 6) 

-6.4 
297-300 

Receipts and outlays by type of funds are presented in table 4. This 
table indicates that m the fiscal year 1975, the $35 billion deficit in 
Federal :funds consists of an $8 billion surplus in the trust funds and 
a $43 billion deficit in the Federal funds. The latoor deficit is the 



significant one for consideration of the debt limit because it describes 
the total of new debt obligations that must be issued. The trust fund 
surplus is also inyested in the debt repre£ented by the $43 billion Fed
eral funds deficit. The trust fund surplus invested in Federal funds 
debt differs from other Federal obligations because these funds are 
not raised in competition with other borrowers in the money market. 

TABLE 4.-BUDGET TOTALS BY FUND GROUP 

[Fiscal years; in billions of dollars[ 

Recere~~ral funds ______ .. _ .•.•••..•..••.• - .... , _ •• ---- - .. - - - - - -- --
Trust funds. _____ ._ ... --- __ --- --- ------ ... - -----------------. 
tnterfund transactions ••. __ •• ____ .••• _ •. __ • -- •••••.•• --- -- • - - . -

1974 
actual 

181.2 
104.8 

-21. l 

Current estimate 

1975 

186 193-200 
119 126-127 

-26 -28 

279 297-300 TotaL.---------------------------------------------------·===2=64=·=9======= 

229 253-255 
no 123-124 

OutlWJeral funds ________ . ________ .------------ .... ----------. --- - 198. 7 
Trust funds. _____________________ . ______ ._ .... _ .... __ .. --- --- 90. 8 

-26 -28 lnterfund transactions_________________________________________ __-_2_1._1 ________ _ 

TotaL. ___ .•. __ ..• ____ . ___ . - ••. _. _. - _ •. _. -- --- . _ ....• - -... - 268. 4 313 343-350 

Surp!F~~:;a1~~~t?:. _ --------- __________ .• ___ -- ______ ----- ------ -17. 5 -43 1-55 
8 5 Trustfunds.-------------------------------------------------___ 1_4._o ________ _ 

Total ____________ ------- ____________ ._._,------ ____ -------- -3. 5 -35 I -50 

1 Approximately. 

Note: Detail may not add to totals due to rounding. 

C. An1111NISTRATION PnoposAJ, 

The administration requested an increase in the combined permanent 
and temporary debt limitation to $604 billion throu~h June 30, 1.9~6. 
In rrest>nt~ng its estimate of its n~e~s for .d~bt financmg, the admm1s
trat1on pomted out that a $531 b1lho11 ce1hng would be adequate for 
the remainder of fiscal year 1975. The projection of its probabl_e debt 
limit requirements on a mon~hly basis tl_irough June 30, 1~7~, is pre
sented in table 5. Included m these estimates are a $6 b1lhon cash 
balance and a $3 billion allowance for contingencies which are the 
usual figures used for estimates of this type. . 

A reconciliation of the $5Bl billion debt expected to be outstandmg 
on ,June ;JO 1975 with the rhange in the debt since the end of the fiscal 
year 1974 i~ sho,~-n in table 6. As indica~ed in t~is ta~Ie, the outstand
ing debt at the end of the fiscal year 19 i4 was ~"!!6 b1]~1on a1~d a~ t~1a.t 
time there was an actual cash balanre of $9 billion. 'Ihe $531 bilhon 
represents a net increase requested through fiscal year 1975 of $55 
billion.1 The Federal funds deficit of $!3 billion accounts for all but 
$12 billion of this increa,,ed debt. The remaining debt represents the 
financing of various Federal agency credit actiyities throng~ the Fed
eral Financing Bank. The administration decided to do tlus be.cause 

1 The $9 billion actual cash balance at the end of 1974 Is equal to the allowance of_ :1w 
billion fo~ cash balance and $3 billion for- contingencies which ar-e included In the $031 
blllion total for- June 30, 1975. 
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interest costs of one-h~lf pe_rc~nt could be ~aved in th~s way. This step, 
howe,·er, places the $14 h1lhon of debt issues attnbutable to these 
agencies within the publ~c de~t ~imit, and to. the extent of $2 ~illion, 
accounts for more than $12 b1llmn of debt m excess of the Federal 
funds deficit. However, an offset of this amount is expected to develop 
hecaus1J the Treasury believes that $2 hiHion in tax rebate checks will 
not be cashed by ,Jmie 30, lf>75, even thong-h issued. (T~is assumes that 
the Presidenfs tax re-bate proposal will be enacted without change.) 

TABLE 5.-ESTIMATES OF PUBLIC DEBT SUBJECT TO LIMITATION, MONTHLY FROM JANUARY 1975 THROUGH 
JUNE 1976 

1975: 
Jan. 
Feb. 
Mar. 
Apr. 
May 
June 

1976: 

[Billions of dollars] 

estimated 

FISCAL YEAR 1976 1 

Jan. 31. ••• - ---- .• _ ----- ---- __ --------------. ------- ---- -----
Feb. 29 ••• ------------- ..... ---- ... -------- __ . ---------- .• __ _ 
Mar. 31. ••. ----------- ------------- ............ --- ---- ----- --
Apr. 30 •••.•• ----. --- -- - -- -- -------- --- · ----- ----- - -- ----- ---

~3J'e 3li ciieili5~~=::: :: : : :::::: ::::: :: :: : : : : : : ::: : : :: ::: :: :: : : 
June 30 .••.•• __ .......... -•.••..•• --- .•.••. -•• --- . -•••.... -- . 

Operating 
cash 

balance 

9.2 
6.5 
5,4 
8. 7 
2.2 
3.1 
5.9 

6.0 
6.0 
6.0 
6.0 
6.0 
6.0 

6.0 
6.0 
6.0 
6.0 
6.0 
6.0 

6.0 
6.0 
6.0 
6.0 
6.0 
6.0 
6.0 

Public debt 
subject to 
limitation 

With usual 
$3 billion 

margin for 
contingencies 

476.0 --------------
475.6 --------------
482. l --------------
481. 7 --------------
480. 5 --------------
485. 7 --------------
493.0 --------------

495.0 --------------
502.0 505 
507.0 510 
510.0 513 
522.0 524 
528.0 531 

532.0 535 
538.0 541 
544.0 547 
551. 0 554 
558.0 561 
567.0 570 

571.0 574 
577.0 600 
583.0 586 
584.0 587 
596.0 599 
601.0 604 
596.0 599 

1 Based on estimated budget receipts of $279 billion, outlays of $314 billion, and deficit of $35 billion. 
• Based on eatlmated budget receipts of $297 billion-300 billion, outlays of $348 billion-350 billion and 

deficit of approximately $50 billion. 

TABLE 6.-Summary reconciliation of debt Umit need in ftacal year 1975 with 
budget and off-budget activity 

(In billions of dollars) 

Debt subject to limit June 30, 1974------------------------------------ $476 
Adjusted to $6 cash balance_______________________________________ 473 

Plus: l<'ed funds deficit, fiscal year 1975------------------------------- 48 
Off-budget agency spending financed by Treasury_________________ 14 
Allowance for contingencies------------------------------------- 3 

Less: Increase in checks outstanding (assumed flow of tax rebate checks 
is~ued but not yet cashed)------------------------------------ 2 

Equals debt subject to limit June 80, 1975------------------------------ 531 
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D. BASIS FOR COMMITTEE ACTION 

The committee believed that there were too many unknown factors 
to justify providing a debt limit not only for the remainder of this 
fiscal year but for the next fiscal year as well. For example, while it 
is known that a majority of economists believe that the recession will 
end in the middle of 1975, there is no single consensus about how fast 
the rate of recovery will be. Nor is there any public information ex
plaining the administration's forecast for 1975, with or without in
clusion of the President's spending, tax and energy recommendations. 
Moreover, neither your committee nor the House has made any deci
sions as to whether or not it will follow the President's proposals con
cerned with the current recession or the shortage of energy resources. 
Even if it should decide to follow the general principles of the Presi
dent's proposals, differences in revenue consequences are likely to be 
significant. 

Outlays for the fiscal year 1976 also may differ significantly from 
the administration's estimates. Outlays for 1976 are estimated to rise 
by about $35 billion (see table 7). The estimates include an $8 billion 
increase in military and military assistance funds that will first require 
congressional action. Social security benefit payments, various retire
ment programs, Federal military and civilian pay and coal miner 
benefits are shown to increase in 1976 by $11.7 billion, i:f Congress con
sents to limit the annual cost of living adjustments to 5 percent. If 
Congress does not concur and does not pass the legislation that is 
needed to implement this part of the President's requests, outlays will 
rise in 1976 by $17.7 billion-$6.1 billion more than in the budget. 
Similarly, $6% billion is shown as expenditures in the form of grants 
to State and local governments, per capita rebates to individuals and 
higher energy outlays by the Federal Government that will be the 
result of the President's energy tax proposals which are part of the 
energy program that Congress has begun to evaluate. There are, in 
addition, $11 billion other cuts, deferrals and rescissions which require 
congressional concurrence before they may become effective. These 
budget cuts which require legislation total $17 billion. · 

TABLE 8.-Administration estimates of major changes in outlays, between fiscal 
years 1975 to 1976 

Increase, 
(In billions of dollars) 1976 to 1976 

DOD-Military and military assistance-------------------------------- 8 
Social security trust funds____________________________________________ 7% 
Allowance for energy tax equalization payments________________________ 6% 
Aid to the unemployed------------------------------------------------ 3% 
Interest ------------------------------------------------------------- 3 Special petrodollar fund______________________________________________ 1 
Other (approximately)_______________________________________________ 5 

Total (approximately)_________________________________________ 35 

As a result of this examination, the committee decided that it could 
make no reasonable decision with respect to public debt needs for the 
fiscal year 1976. In examining the public debt limit for the remainder 
of fiscal year 1975, the committee was aware that the receipts and 

,, 

' 

outlays estimates also are subject to a number of uncertainties but of 
much ~ess magnitude than for next year. In many respects, expehditure 
commitme~ts and pa~terns ~ave been well enough established that they 
cannot. easily be revised this fiscal year. Here, doubts basically exist 
only with respect to new programs. As a result, the committee decided 
to allow the administration the debt limit it requested for the fiscal 
year 1975. Therefore, the committee recommends that the public debt 
limit be increased to $531 billion through June 30, 1975. 

E. FEDERAL FINANCING BANK 

In the course of the committee's hearings, it was informed that about 
$14 billion of the debt limit increase is needed to cover that amount 
o~ Fed~ral agency financing of credit programs through the Federal 
Fmancmg Bank. The administration stated that this step saves one
half percentage point in the rate of interest paid or about $70 million 
e8:ch ye~r. By issuing the $14 billion as public obligations of the Federal 
Fmancmg Bank which are general obligations of the Federal Govern
ment, the Bank will use up $14 billion of the debt limitation. Should 
general statutory debt authority in this amount not be available it 
'!ould be necessary to finance part of this agency debt in a more exp~n
sive way. The committee is anxious that this additional cost not be 
incurred. Accordingly: the committee has instructed the Secretary of 
the Treasury to submi~ a monthly report to the committee that will 
state the extent to which the Federal Financing Bank has used the 
authority to issue general obligations of the U.S. Government that 
fall under the public debt limit. 

IV. APPENDIX 

TABLE !.-Debt limitation under sec. 21 of the Second Liberty Bona Act as 
amended-History of legislation 

Sept. 24, 1917 : 
40 Stat. 288, sec. 1, authorized bonds in the amount of_ __ 
40 Stat. 290, sec. 5, authorized certificates of indebted-

ness outstanding revolving authority ________________ _ 
Apr. 4, 1918 : 

40 Stat. 502, amending sec. 1, increased bond authority to_ 
40 Stat. 504, amending sei;:. 5, increased authority for cer-

tificates outstanding to _____________________________ _ 
July 9, 1918: 40 Stat. 844, amending sec. 1, increased bond 

authority tO-------------------------------------------
Mar. 3, 1919: 

40 Stat. 13, amending sec. 5, increased authority for 
certificates outstanding to _________________________ _ 

40 Stat. 1309, new sec. 18 added, authorizing notes in th; amount of _______________________________________ _ 

Nov. 23, 1921: 42 Stat. 321, amending sec. 18 increased not; 
authority outstanding (established revolving authority) to_ 

June 17, 1929: 46 Stat. 19, amending sec. 5 authorized bills 
i~ lieu of certificates of indebtedness; no ~hange in limita-
tion for the outstanding _______________________________ _ 

Mar. 3, 1931: 46 Stat. 1506, amending sec. 1, increased bond 
authority to______________________ _ __ 

Jan. 30, 1934: 49 Stat. 343, amending-sec.-is~i~~;~;;~;i-;~~ 
thority for notes outstanding to ________________________ _ 

See footnotes at end of table. 

1 $7, 538, 945, 400 

2 4, 000, 000, 000 

1 12, 000, 000, 000 

2 8, 000, 000, 000 

2 20, 000, 000, 000 

2 $10, 000, 000, 000 

1 7, 000, 000, 000 

2 7, 500, 000, 000 

2 10, 000, 000, 000 

1 28, 000, 000, 000 

2 10, 000, 000, 000 
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Feb.4, 1935: 
49 Stat. 20, amending sec. 1, limited bonds outstanding 

(establishing revolving authority) to________________ 2 $25, 000, 000, 000 
49 Stat. 21, new sec. 21 added, consolidating authority 

for certificates and bills (sec. 5) and authority for 
notes (sec.18); same aggregate amount outstanding___ • 20, 000, 000, 000 

49 Stat. 21, new sec. 22 added authorizing U.S. savings 
bonds within authority of sec. 1. 

May 26, 1938 ; 52 Stat. 447, amending secs. 1 and 21, con
solidating in sec. 21 authority for bonds, certificates of 
indebtedness, Treasury bills, and notes (outstanding bonds 
limited to $30,000,000,000). Same aggregate total out-
standing ---------------------------------------------- "45,000,000,000 

July 20, 1939: 53 Stat. 1071, amending sec. 21, removed limi-
tation on bonds without changing total authorized out
standing of bonds, certificates of indebtedness, bills, and 
notes--------------------------------------------------

2
45,000,000,000 

June 25, 1940: 54 Stat. 526, amending sec. 21, adding new 
paragraph: 

"(b) In addition to the amount authorized by the pre
ceding paragraph of this section, any obligations author
ized by secs. 5 and 18 of this Act, as amended, not to 
exceed in the aggregate $4,000,000,000 outstanding at 
any one time, less any retirements made from the special 
fund made available under sec. 301 of the Revenue Act 
of 1940, may be issued under said sections to provide 
the Treasury with funds to meet any expenditures made, 
after June 30, 1940, for the national defense, or to reim
burse the general fund of the Treasury therefor. Any 
such obligations so issued shall be designated 'National 
Defense Series' "------------------------------------- • 49, 000, 000, 000 

Feb. 19, 1941 : 55 Stat. 7, amending sec. 21, limiting face 
amount of obligations issued under authority of act out-
standing at any one time t<>---------------------------- • 65, 000, 000, 000 

Eliminated separate authority for $4,000,000,000 of 
national defense series obligations. 

Mar. 28, 1942: 56 Stat. 189, amending sec. 21, increased 
limitation to------------------------------------------- '125, 000, 000, 000 

Apr. 11, 1943: 57 Stat. 63 amending sec. 21, increased limi-
tation tO----------------------------------------------- •210,000,000,000 

June 9, 1944: 58 Stat. 272, amending sec. 21, increased limi-tation to _______________________________________________ 2 260,000,000,000 

Apr. 3, 1945: 59 Stat. 47, amending sec. 21 to read: "The 
face amount of obligations issued under authority of this 
act, and the face amount of obligations guaranteed as to 
principal and interest by the United States (except such 
guaranteed obligations as may be held by the Secretary 
of the Treasury), shall not exceed in the aggregate $300,-
000,000,000 outstanding at any one time"---------------- • 300, 000, 000, 000 

June 26, 1946: 60 Stat. 316, amending sec. 21, adding: "The 
current redemption value of any obliiration issued on a 
discount basis which is redeemable prior to maturity at 
the option of the holder thereof, shall be considered, for 
the purposes of this section, to be the face amount of such 
oblbm·tion," and decreasing limitation to________________ '275, 000, 000, 000 

Aug. 28. 1954: 68 Stat. 895, amending sec. 21, effective 
Aug. 28, 19M, and ending June 30. 1955, temporarily in-
creasing limitation by $6,000,000.000 to----"-------------- • 281, 000, 000, 000 

.June 30. 19fi5: fl9 Stat. 241. amending Aug. 28. 1954, act by 
extending until .June 30. 1956. increase in limitation to____ • 281, 000, 000, 000 

.July 9. 1956: 70 Stat. 519, ameniiing act of Aug. 28. 1954, 
temporarily increasing limitation by $3,000.000.000 for 
period, beginning July 1. 1956, and ending June 30, 1957, to__ • 278, 000, 000, 000 

Effective July 1, 1957, temporary increase terminates 
and limitation 1·everts, under a<'t of .June 26, 1956, to___ .. 275, 000, 000, 000 

See footnotes at end of table. 
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Feb. 2f;, 1958: 72 Stat. 27, amending sec. 21, effective Feb. 26, 
1958, and ending June 30, 1959, temporarily increasing 
limitation by $5,000,000,000----------------------------- • $280, 000, 000, 000 

Sept. 2, 1958 : 72 Stat. 1758, amending sec. 21, increasing 
limitation to $283,000,000,000, which, with temporary in-
crease of Feb. 26, 1958, makes limitation_________________ • 288, 000, 000, 000 

June 30, 1959: 73 Stat. 156, amending sec. 21, effective June 30, 
1959, increasing limitation to $285,000,000,000, which, with 
temporary increase of Feb. 26, 1958, makes limitation on 
June 30, 1959----------------------------------------- "290,000,000,000 

Amending sec. 21, temporarily increasing limitation by 
$10,000,000,000 for period beginning July 1, 1959, and 
ending June 30, 1960, which makes limitation beginning 
July 1, 1959----------------------------------------

2
295,000,000,000 

June 30, 1960: 74 Stat. 290, amending sec. 21 for period begin-
ning on July 1, 1960, and ending June 30, 1961, temporarily 
increasing limitation by $8,000,000,000------------------ • 293, 000, 000, 000 

June 30, 1961: 75 Stat. 148, amending sec. 21, for period 
beginning on July 1, 1961, and ending June 30, 1962, 
temporarily increasing limitation by $13,000,000,000 to___ • 298, 000, 000, 000 

l\Iar. 13, 1962: 76 Stat. 23, amending sec. 21, for period 
beginning on Mar. 13, 1962, and ending June 30, 1962, tem-
porarily further increasing limitation by $2,000,000,000__ • 300, 000, 000, 000 

July 1, 1962: 76 Stat. 124 as amended by 77 Stat. 50, amend-
ing sec. 21, for period-

!. Beginning July 1, 1962, and ending Mar. 31, 1953___ • 308, 000, 000, 000 
2. Beginning Apr. 1, 1963, and ending June 24, 1003___ • 305, 000, 000, 000 
3. Beginning June 25, 1963, and ending June 30, 1963___ • 300, 000, 000, 000 

May 29, 1963: 77 Stat. 50, amending sec. 21, for perlod-
1. Beginning l\Iay 29, 1963, and ending June 30, 1963___ • 307, 000, 000, 000 
2. Beginning July 1, 1963, and ending Aug. 31, 1963___ • 309, 000, 000, 000 

Aug. 27, 1963: 77 Stat. 131, amending sec. 21, for the period 
beginning on Sept. 1, 1963, and ending on :N'ov. 30, 1963___ • 309, 000, 000, 000 

Nov. 26, 1963 : 77 Stat. 342, amending sec. 21 for the perio!}-
1. Beginning on Dec. 1, 1963, and ending June 29, 1964__ • 315, 000, 000, 000 
2. On June 30, 1964---------------------------------- • 309, 000, 000, 000 

June 29, 1964: 78 Stat. 225, amending sec. 21, for the period 
beginning June 29, 1964, and ending June 30, 1965, tem-
porarily increasing the debt limit tO--------------------- • 324, 000, 000, 000 

June 24, 1965: 79 Stat. 172, amending sec. 21 for the period 
beginning July 1, 1965, and ending on June 30, 1966, tem-
porarily increasing the debt limit to_____________________ • 328, 000, 000, 000 

June 24, 1966 : 80 Stat. 221, amending sec. 21, for the period 
beginning July 1, 1966, and ending on June 30, 1967, tem-
porarily increasing the debt limit to_____________________ • 330, 000, 000, 000 

Mar. 2, 1967: 81 Stat. 4, amending sec. 21, for the period 
beginning Mar. 2, 1967, and ending on June 30, 1967, tem-
porarily increasing the debt limit to_____________________ • 336, 000, 000, 000 

June 30, 1967: 81 Stat. 99-
1. Amending sec. 21, effective June 30, 1967, increasing 

limitation to------------------------------------ 2 358, 000, 000, 000 
2. Temporarily increasing the debt limit by $7,000,000,-

000 for the period from July 1 to June 29 of each 
year, to make the limit for such period____________ • 365, 000, 000, 000 

Apr. 7, 1969: 83 Stat. 7-
1. Amending sec. 21, effective Apr. 7, 1969, increasing 

debt limitation to-------------------------------- 2 365, 000, 000, 000 
2. Temporarily increasing the debt limit by $12,000,-

000,000 for the period from Apr. 7, 1969 through 
June 30, 1970, to make the limit for such period___ "377, 000, 000, 000 

June 30, 1970: 84 Stat. 368-
1. Amending sec. 21, effective July 1, 1970, increasing 

debt limitation to_______________________________ • 380, 000, 000, 000 
2. Temporarily increasing the debt limit by $15,000,-

000,000 for the period from July 1, 1970, through 
June 30, 1971, to make the limit for such period____ 2 395, 000, 000, 000 

See footnotes at end of table. 



Mar. 17, 1971: 85 Stat. 5- . 
1 Amending sec. 21, effective Mar. 17, 1971, increasmg . 

· debt limitation to------------------------------- '"$400, 000, 000, 000 
2. Temporarily increasing the debt limit by $30,000,-

000,000 for the period from Mar. 17, 1971, through 
June 1972 to make the limit for such period-------- • 430, 000, 000, 000 

Mar. 15, 1972: 86' Stat. 63 temporarily increasing the debt 
llmit by an additional $20,000,000,000 for the period from 
Mar. 15, 1972, through June 30, 1972, to make the limit for 
such period-------------------------------------------- • 400, 000, 000, 000 

July 1, 1972 : 86 Stat. 406, temporarily extending the tem
porary debt limit of $50,000,000,000 for the period from 
July 1 through Oct. 31, 1972, to make the llmit for such 
period ----------------------------------------------- • 400, 000, 000, 000 

Oct. 27, 1972: 86 Stat. 1324, temporarily increasing the public 
debt limit by $65,000,000,000 for the period from Nov. 1, 
1972 through June 30, 1973, to make the limit for such period .;._______________________________________________ "'465, 000, 000, 000 

July 1, 1973: 87 Stat. 134, temporarily extending the tem
porary debt limit of $65,000,000,000 for the period from 
June 30, 1973, through Nov. 30, 1973, to make the limit 
for such period----------------------------------------- • 465, 000, 000, 000 

Dec. 3, 1973 :. 87 Stat. 691, temporarily increasing the tem~ 
porary debt limit by $75,700,000,000 for the period from 
Dec. 3, 1?73, through ,June 30, 1974, to make the limit for 
such period-------------------------------------------- •475, 700, 000, 000 

June 30, 1974: 88 Stat. 285, temp()rarily increasing the tempo
rary debt limit by $95,000,000,000 for the period from 
June 30, 1974, through March 31, 1975, to make the limit 
for such period---------------------------------------- • 495, 000, 000, 000 
1 Limitation on issue. 
• Limitation on outstanding. 

TABLE 11.-PUBLIC DEBT SUBJECT TO LIMITATION AT END OF RSCAL YEARS 1938-73 

!In mllliolls of dollars) 

Fiscal year 

1938. - • ------------ ------- .... --------
1939 ••••••••. ·····-------- ------ •• ···-1940: ••.••..•.•••.• ----. -.••••••• __ . ___ _ 
1941. -- --••••... -- •• --- •••• --- -• -. --- . 
1942. -- --- ----- ·-·- ----· ••·•·•• ·------
1943 ••••... -- .. -- -- -··· ·····-. -·-····· 
1944 •• -···· ··••• ..•. -- ----------------
1945 •• ---·. ··--. --- -- . -.•. - -.. - -- -- -•• 
1946. - - -- - -- . - ----- • -• - • ---- ----- -- . --
19'47 - - . --------- ••••. ----- .. ------- ---
!PS. - • ----- --- ....... ····-···-· ..... . 
1949 •• -- • - ------- -• -• ·--. ------ -------

!I~.:~~: : ::: :: : : :: :-~: :-·::: ~:::~: 

Publlcdebt 
subjed: 1D 

limitation at 
end of year 

36,882 
40,317 
43,219 
49 494 
74: 154 

140,469 
208,077 
268,671 
268,932 
257,491 
251,542 
252,028 
256,652 
254,567 

~= 210'-,., 
213:915 
272,361 

Fiscal year 

1957 - - --------------------- -----------
1958. - . ---------- ---- ····- ···--· ------
1959_ - ---• --- ---- --- ---- -•. -- --- • ~·- - -• 
1960_ ----- ---- --- • ------ --- -...•• - -- . -
1961 _ - - --- -- -- -----··· ------ ---- -- -- --
1962_. - •• - - - • --- - ---- --- ----. - --- -- • - -
1963. - - -• - --- - . -.. ---.. - -- -- -- •• -- -- --
1964 ________ • - - -...•. ---- ---- ----•.• --
1965 •• - --.... - -.. - . - -- -• - --- • -.•.. -- • -
1966. - ----•••• -- •• -• ------------- -.. --
1961 _ - - ---- -. --- ------------ -------. --
1968. - - ••··· .... -- -------· -- --.. --- ---
1969 _. - ..• ----...•. -•. --..... ---------
1970 •• - -- - --• --- --- •• ---•.• --- -- --• - --
1971-_ - --------------------- ------- -- • 
1972. - - -- -- ----- ---- ---- ---- -- • - - . - • --
1973 _________ - -- .•.• ---- ------------ --
1974 •• -- •• -------------- ···-· -- •. ·-· - . 
1975• •••••••• ---------- ----- ••••.•••• j' 

t Includes FNMA participation certlficales iuued in fiscal year 1968. 
•Debt at close of business, Jan. 28, 1975. 

Public debt 
subiect to 

limitdio1t at 
end of year 

270, 188 
276,013 
284,398 
286,065 
288,llti2 

=·~ 312:164 
311, 581 
320, 102 

1326,471 
1350,743 
1356,932 
1373,425 
1399,475 
l 428,576 
1459,089 
• 476,006 
I 494,083 

Source: Table 1: Annual Report of the Secretary of Ille Trea.ury on Ille stale of the Finances, 1967, p. 439, through 
1964jJ8hle FD-3: Treasury Bulletin, 0-ber 1974, p. 25, for 1968 through. 1974; and Daily Treasury Statement for 
Jan. a, 1975. 
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V. COSTS OF CARRYING OUT THE BILL AND VOTE OF 
THE COM:M.ITTEE IN REPORTING THE BILL 

In compliance with clause 7 of Rule XIII of the Rules of the House 
of Representatives, the following statement is made relative to the 
effect on the revenues of this bill. 

If it is assumed that at the end of the 90-day period beginning on 
the date of enactment the President reproclaims the import fees on 
petroleum and petroleum products which were proclaimed on Janu
ary 23, 1975, and if it is assumed that the Congress takes no further 
action with respect to imports of petroleum and petroleum products, 
it is estimated that the loss in revenue for calendar year 1975 that 
would result from the enactment of Sections 1 through 4 of R.R. 1767 
would amount to no more than $600 million. 

If it is assumed that at the end of the 90-day period beginning on 
the date of enactment the President does not reproclaim the import 
fees on petroleum and petroleum products which were proclaimed on 
January 23, 1975, and if it is assumed that the Congress takes no 
further action with respect to imports of petroleum and petroleum 
products, it is estimated that the loss in revenue for calendar year 
1975 that would result from the enactment of Sections 1 through 4 of 
R.R. 1767 would amount to no more than $3.8 billion. 

Your committee does not believe that the changes made by this bill 
in the debt limit will result in any costs either in the current fiscal 
year or in any of the 5 fiscal years following that year. The Treasury 
Department agrees with this statement. 

In compliance with clause 2(1) (2) (B) of Rule XI of the Rules 
of the House of Representatives, the following statement is made rela
tive to the record vote by the committee on the motion to report the 
bill. The bill was ordered reported by a roll call vote of 19 m favor 
and 15 opposed. 

VI. CHANGES IN EXISTI~G LAW MADE BY THE BILL 
AS REPORTED 

In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, existing law in which no change is pro
posed is shown in roman) : 

Section 21 of the Second Liberty Bond Act 

SEC. 21. The face amount of obligations issued under authority of 
this Act, and the face amount of obligations guaranteed as to principal 
and interest by the United States (except such guaranteed obligations 
as may be held by the Secretary of the Treasury) , shall not exceed 
in the aggregate $400,000,000,000 1 outstanding at any one time. The 
current redemption value of any obligation issued on a discount basis 

1 The bUl as reported provides for a temporary increase of $131,000,000,000 1n this debt 
cetl1ng for the period ending June 30, 1975. 



which is redeemable prior to maturity at the option of the holder there
of shall be considered, for the purposes of this section, to be the face 
amount of such obligation. 

Act of June 30, 19'74 

AN AOT To provide for a temporary increase in the public debt limit 

Be it enacted by the Senate and HOUBe of Representatives of the 
United States of America in Congress assembkd, ~at during the 
period beginning on the date of the enactment of this Act and ending 
on March 31, 1975, the public debt limit set forth in the first sentence 
of section 21 of the Second Liberty Bond Act (31 U.S.C. 157b) shall 
be temporarily increased by $95,000,000,000.] 

SEc. 2. Effective on the date of the enactment of this Act, the first 
section of the Act of December 3, 19'73, providing for a temporary 
increase in the public debt limit for a period ending June 30, 1974 
(Public Law 93-173), is hereby repealed. 

VII. OTHER MA'fTERS REQUIRED TO BE DISCUSSED 
UNDER HOUSE RULES 

In compliance with clauses 2(1) (3) and 2(1) (4) of Rule XI of the 
Rules of the House of Representatives, the following statements are 
made. 

With regard to subdivision (A) of Clause 3, the Committee advises 
that its oversight findings led it to the conclusion that the procedures 
relative to, and the Proclamation issued by the President on .Janu
ary 23, 1975, respecting imports of petroleum and petroleum products 
under Section 232 of the Trade Expansion Act of 1962 were inappro
priate, and that the Proclamation unnecessarily interferes with the 
ability of the Committee on Ways and Means and the ability of the 
Congress to consider adequately and to legislate effectively on measures 
respecting tariffs and taxes to be levied on petroleum and petroleum 
products. It, therefore, is recommended that such Proclamation be 
terminated and that any further action by the President under Sec
tion 232 of the Trade Expansion Act of 1962 on petroleum and petro
leum products be suspended for a period of 90 days beginning with 
the date of enactment of R.R. 1767. 

The Committee's oversight findings led it to the conclusion that 
an increase in the public debt limitation was required as to Febru
ary 18, 1975, and occasioned the consideration of the Committee 
amendment. 

In compliance with subdivision (B) of Clause 3 the Committee 
states that the change made with respect to the President's action 
under Section 232 of the Trade Expansion Act of 1962 and the change 
made in the budget limitation provide no new budget authority or 
new or increased" tax expenditure.<;. 

With respect to subdivisions (C) and (D) of Clause 3, the Com
mittee advises that no estimate or comparison has been prepared by 
the Director of the Congressional Budget Office relative to any of the 
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provisions of R.R. 1767, nor have a~y oversight findings or rec?m
mendations been made bv the Ccmm1ttee on Government Operat10ns 
with respect to the subject matter contained in R.R. 1767. . 

In compliance with clause 2(1) (4) of Rule XI, the Committee 
states that the provisions with respect to the President's action under 
Section 232 of the Trade Expansion Act of 1962 are not expected 
in and of themselves to have an inflationary impact on prices and 
in costs in the operations of the national e~onOJ?Y· Th~ debt limita~ion 
change of itself is not expected to have an mflationary impact on pr1ces 
and in costs in the operation of the national economy, It is expected, 
however, to decrease interest costs through the funding of agency debt 
through the Federal Financing Bank m the Treasury Department. 



VIII. INDIVIDUAL VIEWS OF MR. ROSTENKOWSKI 
EIGHTH DISTRICT OF ILLINOIS 

As an original sponsor of this legislation, it is with some reluctance 
that I now find it necessary to take exception with my colleagues on 
some of the issues raised in reporting it to the full House of Repre
sentatives for consideration. 

In cosponsoring H.R. 1767, I felt that the President's plan to ~
crease import fees on cr'!_Ide oil '!<?uld ~mpose treme~dous .ec~nom1c 
hardships on many American families without producmg a significant 
decrease in the level of crude oil imports. The increased fee would 
not create the economic disincentive necessary to force most con
sumers to alter their present purchasing habits. Probably, the only 
product whose price would increase by the level necessary to force 
consumers to look for a less expensive alternative would be home 
heating oil that is distilled from foreign crude. But, as has been 
consistently pointed out by my colleagues from New England, there 
is presently no alternative to this home heating oil for those con
sumers who must rely on imported supplies. 

My support for H.R. 1767 was based on the premise that if the 
onvernment wants to impose economic disincentives to discourage the 
~se of petroleum in general, and imported petroleum in particula_r, 
this must be done in a way that will force consumers to alter their 
spending patterns on products for which the demand is somewhat 
flexible. I felt that the President's increased import fee was not the 
economic incentive that would accomplish this. Rather, it is necessary 
to take steps to directly curtail the use of gasoline, the one oil-based 
product in this country in which significant consumption curtail
ment can be achieved without massive economic disruption. This can 
only be accomplished through the use of strong disincentives--dis
incentives that do precisely that- encourage people not to use the 
product. . 

While I personally favor a stron~ economie di~incentive, perhaps 
a steep fuel tax with an annual rebate to all drivers (equal to the 
tax paid on the first 10,000 miles driven), I could support any al
ternative that would effectively eliminate wasteful wisoline consump
tion and, as a result, decrease ·the need for crude oil imports. 

During the consideration of H.R. 1767 before the Committee how
ever, very little time was devoted to the discussion of the effective
ness of the President's proposed energy program. Rather, alm~ all 
attention was focused on the President's "orchestrated" compliance 
with the requirements of Section 232 of the Trade Expansion Act, as 
amended, and the resulting use of this Executive power as a lever to 
force Congress to act on the rest of the Administration's program. 
There is little doubt in my mind that a. concerted effort was made 
within the Administration to document the justification necessary to 
exercise this Presidential power under the Trade Expansion Act. But 
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it must be remembered that while individual ¥embers of Cong!'ess 
might not have found that the present level of imports was su~crnnt 
to "threaten to impair the national security", that is not what is re-
quired under the law. . 

Under Section 232 as amended, the Secretary of the Treasury. is 
required to make an i~vestigation, during w~ich he shall consul~ >:1th 
the Secretary of Defense and other appropriate officers of the Umted 
States. While public hearings are reco1!-1m~nded, theY. can be and 
were waived in the present case. Afte.r review1~g the testimony of Sec
retary Simon, I have no doubt that his office did all that was necessary 
to comply with the requirements of the law. . . 

·while the law is clear in what it requires in the form of an mvest~
gation it leaves to the Administration, the discretion to make what it 
feels t~ be the appropriate decision after evaluating the results of a 
Section 232 investigation. As a result, the Administration's careful 
adherence to these procedures, forces me to differ wit~ tho~e of ~y 
colleagues on the Committee who feel that the Presidents action 
violated the language of the Trade Expansion Act as amended by the 
Trade Act of 1974. 

A second point that was overly stressed during our deliberations was 
the sentiment expressed by many on the Committee that the President 
was using his authority to increase import fees as an unfair lever on 
the Congress. While the fee undoubtedly was being used to apply 
pressure, I cannot agree that the President's use of this was either 
illegal or unfair. In fact, I cannot think of any instance in recent 
history where any President has not used every legal means at his 
disposal to encourage the Congress to assist him in the development 
of key programs. 

The President's imposition of an impo,rt fee to force Congressional 
consideration of the remainder of his economic-energy package is no 
more unfair than Congressional use of the debt-ceiling to force the 
President to accept a Congressional proposal to which he is opposed
in this case, a suspension of his power to impose fees. In my ten years 
on the Ways and .Means Committee, I have traditionally opposed the 
use of the debt ceiling in this manner, as an unjustified parliamentary 
maneuver designed to avoid the direct consideration of legislation 
that would be better considered on its own merits. For this reason, I 
opposed in Committee the amendment which attached the debt ceiling 
increase to H.R. 1767. 

In conclusion, I believe that if we in the Congress are going to 
oppose the President's program at this most critical time, we should 
oppose it only if we are able to substitute a positive program of our 
own. \Ve should not spend hours searching for a mere technicality to 
block his action, or days complaining how unfair it is for him to take 
the initiative, using every discretionary tool available to him. 

As the Ho~1se of Representatves debates H.R. 1767, I hope that my 
colleagues will evaluate not only the short-term effect of suspending 
the President's power to impose import fees, but also that they will re
member that such a rejection of his program commits us to offering 
a concrete alternative and to offering it within 90 davs. We have too 
long argued just issues, it is time for us to act. v 

DAN RosTENKOWSKI. 
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IX. MINORITY VIEWS 

We oppose this legislation, for a number of reasons which will be 
detailed in these views, and urged that it be defeated. 

H.R. 1767, as amended, would do two things: First, it would pro
hibit, for a 90-day period, the President from boosting import :fees 
on crude oil, scheduled to begin February 1, 1975. Second, it would 
increase the temporary debt ceiling by $36 billion through June 30 of 
this year. 

MERGER OF THE DEBT LIMIT BILL WITH THE BILL TO DELAY PETROLEUM 

IMPORT FEES 

The combining of these two totally unrelated measures in a single 
legislative package is an irresponsible and unprecedented move by the 
Committee and leads inescapably to the conclusion that the Demo
cratic Majority on the Ways and Means Committee is playing politics 
with the economic and energy problems of our country. Responsible 
action to thwart this attempt is essential and we urge our colleagues 
to reject the ploy. 

On January 15th the President announced to the country his com
prehensive program for dealing with out economic and energy prob
lems. This program included a series of actions he indicated he would 
take under authority granted him by existing law as well as requests 
for enactment by the Congress of several proposals to curb the use of 
fuel and combat recession. 

Since the announcement of the President's economic and energy 
proposals, there has been much debate over his intention to raise im
port fees on crude oil and the wisdom of that course of action. The 
President has maintained that the import fee increase is an integral 
part of his program to insure needed ener~y conservation, and we are 
reluctant to take away his authority in this respect, in the absence of 
any viable alternative. The Democratic Majority in the Congress has 
not come forward with another reasonable course of action and at this 
point we wonder just what their plans really are. 

On January 23rd, Treasury Secretary 'William Simon, on behalf of 
the Administration, formally requested the Congress to increase the 
Federal debt ceiling. In testimony before the Committee, the Secretary 
pointed out that the government would exceed the existing limit on 
February 18, 1975. 

For years, the Committee on Ways and Means has fought attempts 
to attach unrelated amendments to debt ceiling legislation. It has long 
felt it was unfair and unproductive to "put the gun at the President's 
head" by so doing. Yet, after years of responsible action, the current 
Committee has, in one day, voted to abandon its sound and time-hon
ored principle. We deplore this recklessness and refuse to be a part ~f 
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it. There is sufficient time for separate consideration of the ~ebt ceiling 
increase and R.R. 1767 as originally introduced, and this is the only 
sensible thing to do. 

PETROLEUM IMPORTS AS A THREAT TO NATIONAL SECURITY 

The @ergy problem touches in some way the life 0£ -yirtually every 
American. Higher prices, the still-fresh ~emory 0£ an 011 emba!go and 
long lines at gasoline pumps, l?lus a gna:wmg awarene~s of our i~creas
ing reliance on uncertain foreign supplies, have combmed to brmg the 
issue home throughout the land. And the call for concerted national 
action to deal with the worsening problem has been loud and clear. 

As the President said so succinctly, we have dwadled long enough. 
It is time to move, and each day of delay drains our strength and our 
capacity to act effectively. . . . 

In the space 0£ one year, we have watched imported 011 prices quad
ruple while our dependence on foreign sources has grown to almost 40 
percent 0£ our current demand. The embargo 0£ a year ago shut. off 
more than 2.2 million barrels of oil shipments a day and resulted ma 
lost gross national product 0£ up to $20 billion; today, if we. were to 
be £aced with an interruption 0£ supplies from OPEC countries only, 
we could lose 4.35 million barrels per day ( abou~ a 9uarter 0£ c~rr~nt 
consumption), with the seyerity 0£. the econof!lic impact .multiplied 
accordincrly. Even with no mterruption, the Umted States m calendar 
year 1974 had the second worst balance 0£ pa~ments deficit in it~ ~is
tory ($3.065 billion), as the cost of imported 011 rose from .$7.8 b1lhon 
in i973 to $24.6 billion in 1974. The oil payments outflow is now run-
ning at over $2 billion monthly. . . . 

These problems, to which the President's program is di~ected, did 
not materialize overnight. There has been ample opportumty ~or the 
development 0£ other plans .. But in _this respect, ~h~ Democratic ~a
jority in the Congress has £ailed, and .by not providn~g an alternative, 
they indicate that they prefer maction to leadership. 

LEGAL AUTHORITY TO ACT UNDER SECTION 232 OF THE TRADE EXPANSION 

ACT OF 1962 

In imposing import license fees on f?reign oil, ~he Presi.d~nt,~s using 
the authority granted under the "national secur~ty provision 0£ our 
trade lav>s-section 232 0£ the Trade Expans10n Act of 1962, as 
amended. 

That section is clear. It provides that in cases where the Presid.ent 
acrrees with the findincrs 0£ an investigation showing that any article 
i;'being imported "in ~uch quantities and under such circumstance~ as 
to threaten to impair the national security ... h.e shall t'.1ke such act10n, 
and for such time as he deems necessary, to ad1ust the imports 0£ such 
article and its de;ivatives so that such 'imports will not so threaten to 
impair the national security." (Emphasis ~dded.) . . . 

This is broad authority, and it was so designed. It ongmated m the 
Senate Finance Committee as an amendment to the 1955 Trade Agree
ments Extension Act. In its Report on that legislation, the Committee 
stated its intention that the President should take "whate1Jer action is 
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necessary to adjust imports ... " (Emphasis added.) And in explaining 
the amendment during floor debate, Senator Millikin 0£ Colorado, 
who was one 0£ the authors, pointed out: "It grants to the President 
authority to take whatever action he deems necessary to adjust im
ports ... He may use tariffs, quotas, import taxes, or other methods of 
import restrictions." 

Under section 232, the head 0£ any department or agency, or any 
interested party, may request an investigation to determine if the 
imports 0£ an article are a threat to national security. Over the years, 
many requests have been filed, and numerous investigations have been 
made. But Presidential action has been taken with respect to only one 
article-oil. 

In March 0£ 1959, after a 36-day investigation, President Eisen
hower issued Proclamation No. 3279, establishing an oil imports con
trol program. For many years thereafter, quotas were used as a means 
0£ control. But circumstances changed, and two years ago a system 
0£ variable license fees was established, with the import fee on crude 
petroleum placed at 63 cents a barrel. Under the new system, the levy 
on crude would go up $1 per barrel February 1. 

It is significant that the Congress did not seek to remove the Presi
dent's section 232 authority to impose quotas or to switch to a license 
fee system. In fact, the oil imports control program has been con
tinued for 15 years, under five Chief Executives, using both quotas 
and license fees, without a single challenge to the authority em
ployed-until now. 

During this time, the oil import situation has been monitored, as 
envisioned by the original statute; Proclamation 3279 has been 
amended at least 26 times, and our major trade laws have been altered 
on a number 0£ occasions. Most recently, during deliberations on the 
Trade Act of 197 4, section 232 itself was reviewed and changed in 
several respects, yet the language relating to Presidential action fol
lowing a national security investigation, survived intact. 

As the Attorney General pointed out in a letter to the Secretary 0£ 
the Treasury, which appears in an appendix to these views: "The 
force 0£ Congressional acquiescence in this practice is particularly 
strong since Congress has, during that period, twice amended the 
very provision in question-the last time only a month ago." 

As amended by section 127 0£ the Trade Act of 1974, the Secretary 
of the Treasury is charged with conducting the investigation to de
termine whether imports of an article are threatening national se
curity. The full report 0£ the investigation conducted by the Secre
tary is also appended to these views. That material leaves no doubt 
that the investigation conducted followed both the spirit and the letter 
of the law. 

CONCLUSION 

Considering the clear intent of the Congress in enacting the "na
tional security provision" and retaining it for 20 years, along with 
the urgent need for positive action in light 0£ the emergency situa
tion which exists with respect to oil supplies today, we £eel it is im
perative that the nation move expeditiously toward reducing its 
vulnerability because 0£ its reliance on insecure imports. 
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'"111ile some of us have serious concerns vdth respect to the Presi
dent's import fee action, all of us feel he is quite correct in challenging 
the Congress to meet head-on the key question of how best to move 
toward a safe degree of energy self-suffic~ency. . 

'Ve ·would suggest that the Congress, mstead of employm_g a delay
ing tactic, address itself to the development of a compre.hen~1ve energy 
program. In this process, we pledge our fu~l cooperation m the con
sideration of all alternatives. In the meantime, the present program 
demonstrates to our allies and others who are observing this debate, 
and make no mistake, they are observing, the strength of our com
mitment and our capability to take necessary action to conserve pe
troleum and to free ourselves from dependency on petroleum imports. 

HER~B.N T. ScHNEEBELI. 

BARBER B. CoNABLE, Jr. 
,JERRY L. PETTIS. 
Bn,L ARCHER. 
GUY VANDERJAGT. 
w ILLIAM A. STEIGER. 

BILL FRENZEL. 
,JAMES G. MARTIN. 

L. A. BAFALIS. 

APPENDIX TO MINORITY Vrnws oN H.R. 1767, As REPORTEI> 

THE SECRETARY OF THE TREASURY, 
Washington, January 14, 1975. 

Memorandum for the President. 
Subject: Report on Section 232 Investigation on Petroleum Imports. 

This ~eport is submittea to you pursuant to Section 232 of the Trade 
Expansion Act of 1962, as amended, and results from an investiga
~ion that I initiated under that Section for the purpose of determin
mg whethe_r .Petroleum* is bein~ imported into the United States in 
such quantities or under such circumstances as to threaten to impair 
the national security. 
. At the pr~nt time, the demand for.Petroleum in the United States 
1s .1~· 7 million ba~rels J:>er day .. 0! this amount, imports provide 7.4 
m!lhon barrels daily. Th~ deficit m petroleum production compared 
with demand has grown smce 1966, when the United States ceased to 
be self-sufficient. 

Our increasing dependence upon foreign petroleum had, by 1973 
created a potential problem to our economic welfare in the event that 
s~pplies :from foreign sources were interrupted. Its adverse contribu
tion to our balance of payments position had also significantly in
creased, and for the year 1973 the outflow in payments for the pur
cha~ of foreign petroleum was running at $8.3 billion annually, only 
partially offset by exports of petroleum products. 

In Septei::iber 1973, the worsening petroleum import situation was 
further ser10~sly. aggravated by an embargo on crude oil imposed 
~y the Orgamza~1o;i of Petroleum Exporting Countries, which effec
tively kept. 2:4. m~lhon needed barrels of oil per day from r.S. shores. 
After the m1tlat10n _of the embargo, the price of imported oil quad
rupled from approx1i::iately $2.5~ per _barrel to approximately $10.00 
per barrel and has smce that time risen somewhat further. Simul
taneous_ly, the bal~nct; of ~ayments problem deteriorated by reason 
of the mcreased oil bill paid by Umted States consuming interests. 
Today the outflow of payments for petroleum is running at a rate of 
$25 billion annually. 

As ~ re~ult of 1!1)'." investigation, I conclude that the petroleum con
~umption m th~ ymted States could be reduced by conserving approx-
1mate!y one m1lhon barrels per day without substantially adversely 
a:ffectmg the Ieyel of ec?no~ic activity in the United States. Any 
sud~en supply mterrupt10n m excess o:f this amount, however, and 
pa~t1cularly a recur~ence of the 2.4 million barrel per day reduction 
wh1ch O?cu~·red durmg the OPEC embargo, would have a prompt 
substantial impact upon our economic well-being, and, considering the 

*The. term "petroleum", as used in this report, means crude oil, principal crude oil 
derivatives and products, aud related products derived from natural gas and coal tar. 
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close relation between this nation's economic welfare and our na
tional security, would clearly threaten to imP.air our.n.ational se?~rity. 

Furthermore, in the event of a world-wide P?htical oi; military 
crisis it is not improbable that a more complete mterruption of the 
flow ~f imported petroleum would occur. In that _event, the t~tal U.t?. 
production of about 11 million barrels per day might well be msuffici
ent to supply adequately a war-time economy, even aft~r mandat~ry 
conservation measures are imposed. As a result, the national secunty 
would not merely be threatened, but could be immediately, directly 
and adversely affected. 

In addition, the price at which oil import~ are no~ pu_rchased causes 
a massive payments outflow to othei: C?1;1ntries. rr:he ~1!-evitable resul~ of 
such an outflow is to reduce the flex1b1hty and viability of our foreign 
policy objectives. For this reason, therefore, a payments outflow P?Ses 
a more intangible, but just as real, threat to the security of the Umted 
States as the threat of petroleum supply interruption. On both grounds, 
decisive action is essential. 

FINDINGS 

As a result of my investigation, I have found that crude oil, pr~nci
pal crude oil derivatives and products, and related products derived 
from ~atural gas a?~ coal tar are being imI?orted in~o the Uni.ted 
States m such quant1t1es as to threaten to impair the national secunty. 
I further find that the foregoing products are being imported into the 
United States under such circumstances as to threaten to impair the 
nation security. 

RECOMMENDATIONS 

I the ref ore recommend that appropriate action be taken to reduce 
imports of crude oil, principal crude oil derivatives an~ product~, !lnd 
related products derived from natural gas and coal tar mto the Umted 
States, to promote a lessened reliance upon such imports, to reduce 
the payments outflow and to create incentives for the use of alternative 
sources of energy to such imports. I understand that a Presidential 
Proclamation pursuant to Section 232 of the Trade Expansion Act of 
1962 is being drafted by the Federal Energy Administration consis
tent with these recommendations. 

WILLIAM E. SIMON. 

REPORT OF INVESTIGATION OF EFFECT oF PETROLEUM hrPORTs AND PE
TROLEUM PRoDucTs oN THE NATIONAL SECURITY PuRSTJANT TO SEc
TION 232 OF THE TRADE EXPANSION AcT, As AMENDED BY THE Ass1sT

ANT SECRET.ARY OF THE TREASURY FOR ENFORCEMENT, OPERATIONS 
AND TARIFF AFFAIRS, DAVID R. MACDONALD 

ASSISTANT SECRETARY OF DEFENSE, 

W (18hington, D.O., January 9, 1975. 
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Reference is made to your memorandum of 4 Ja1:rnary 197~ in wh~ch 
you advised that the Department of the Treasury is conductmg an m
vestigation under Section 232, 76 Stat. 877 ( 19 U.S.C. 1862), to deter
mine the effects on the national security of im.ports of petrole~m ~nd 
petroleum products. Department of Defense views on the secupty im
plications of current and projected oil import levels ·were solicited. 

The Department of Defense holds that this nation mu.st hay~ the 
capability to meet the essential energy requirements of ~ts m1ht~ry 
forces and of its civil economy from secure sources not subject to mili
tary, economic or political interdiction. While it may be that complete 
national energy self-sufficiency is un~ecessary, the ~egr~e of our suffi
ciency must be such that any potential supply ~emal w1p_ be sustau~
able for an extended period -..vithout degradation of military readi
ness or operations, and without significant impact on industrial output 
or the welfare of the populace. This is true because ~he national secu
rity is thre,atened when: (1) the national economy is. depresse~_; (2) 
we are obliged to rely on non-secure sources for. essentia] quantities of 
fuel; (3) costs for essential fuels are unduly high; and (4) we reach 
a point where secure available internal fuel resources are exhausted. 

As you know, the Mandatory Oil Imp~rt Program ~rns es~ablished 
in 1959 for the express purpose of controllmg the quanti_ty of. imported 
oil which at that time had been found to threaten to 1mpau the na
tional security. In the intervening years we have observed with grow
ing concern the decline in domestic and western hemisphere petroleu~1 
productive capacity in relation to demand. The result has been a rap1~ 
expansion in our dependence on eastern hemisphere sou~ces for the 011 
which is so essential to our militarv needs and the nation's economy. 
By 1973 that de:pendence had reached a level which. risked substan~ial 
harm to the nat10nal economy in event of a peacetune supply demal. 
In event of O'eneral war, those risks would be substantially greater be
cause of the"' sharply increased level of military petroleum consump
tion which would require support from domestic petroleum resources. 
The 1973 Arab oil embargo offered proof. if proof were needed, of the 
deterioration in our national energy situation. 
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Energy conservation efforts and expanded use of alternate fuels 
halted the growth in crude oil and product imports during much of 
1974. However, production of both oil and gas in the United States 
continues to decline, and indications are that import growth has re
sumed. Projections for 1975 indicate that imports may exceed seven 
million barrels a day, sharply higher than in 1974 and equal to near 
19 percent of the probable total energy supply in 1975. To the extent 
that demand for petroleum imports causes increasing reliance on in
secure sources of fuel, then such demand/reliance is a severe threat to 
our security. Given the gradual reduction in the quantity of petroleum 
available from relatively secure Western hemisphere sources, relative 
dependence on insecure sources in the eastern hemisphere will grow 
more rapidly than the overall growth in oil imports. 

The exhaustion of our available internal fuel resources would pose 
an even greater threat to our security. Therefore, our petroleum policy 
should properly balance these opposing needs. That is to say, national 
security considerations would seem to require a proper balance of im
port restrictions with a decrease in demand. We recognize that the 
nation faces a period of several years durin~ which dependence on 
insecure imported oil will exceed levels which we would consider 
acceptable from a national security viewpoint. Accordingly, we believe 
that every reasonable effort should be made to inhibit demand growth, 
and increase total internal energy supply while keeping the quantity of 
imports at the lowest level commensurate with the essential needs of 
national security and the civil economy. 

The proper control of petroleum imports at minimum essential levels 
will provide assurance to those engaged in the development of con
ventional and non-conventional domestic energy resources that foreign 
oil, regardless of its availability and potential price competitiveness, 
will not be allowed to deny future markets to secure domestic energy 
supplies. The appropriate restriction of oil imports will also impact 
favorably on the balance of payments and, more importantly, will per
mit the United States to make a significant contribution to inter
national efforts to reduce total world oil demand which, through its 
recent rapid growth, has contributed to harmful increases in world oil 
prices. Those increases have posed serious threats to the economic and 
military viability of NATO and other friendly nations, as well as to 
the United States. Reduced dependence on imported oil can also mini
mize the adverse impact on the United States, NATO and other 
friendly nations of boycotts snch as that imposed by the Arab nations 
in 1973. 

It is our conclusion that current and projected levels of demand and 
need for imported petroleum products and crude oil pose substantial 
risks to the national security of the United States. Additional growth 
in the need to import will result in further dependence on eastern 
hemisphere sources from which oil must move over long and vulner
able sea lanes. Moreover, it will depend. predominantly on nations 
which have demonstrated the wi11 and ability to employ their oil re
sources for political purposes. Further, the rapid growth in U.S. oil 
imports since 1970 has had, and will continue to have if it persists, a 
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major role in creating and maintaining the conditions which led to the 
oil price rises of 1~73 a;n~ 1974,. ar.d impaired. the ability of 01:1r NA~O 
allies to obtain their mm1mal 011 needs m periods of supply d1srupt10n. 
Future growth will exacerbate those conditions. Increasing dependence 
on imported oil is inimical to the interests of the Uni~ed States an~ 
should be subject to such controls as may be needed to msure that 011 
imports are properly balanced against our essential needs and reflect 
our development of additional energy resources. 

Attached for your information are estimates of military petroleum 
requirements. 

ARTHUR I. MENDOLIA, 

Assistant Secretary of Defeme 
(Installations and Logistics). 



REPORT OF INVESTIGATION UNDER SECTION 232 OF THE TRADE EXPANSION 
AcT, As AMENDED, 19 U.S.C. 1862 

I. INTRODUCTION AND SUMMARY 

This investigation is being conducted at the request of and on behalf 
of the Secretary of the Treasury pursuant to his authority under Sec
tion 232 of the Trade Expansion Act (the "Act") , as amended 19 
U:S.C. 1862. (Annex A) The purpose of the investigation is to deter
mme whethe:c: crude oil, crude oil derivatives and products, and related 
products derived from natural gas and coal tar are bein,,. imported 
into the United States in such quantities or under such ci1~umstances 
as t? threaten to impair the national security. Under 31 CFR 9.3, the 
Ass~stant Secretary of the Treasury for Enforcement, Operations and 
Tariff Affairs is responsible for making this investigation. ' 

The Se.cretary of t~e Treasury has determined pursuant to Section 
2~2 that it 'Yould be mapp;roprrnte to hold public hearings, or other
wise afford mterested parties an opportunity to present information 
and advic~ relevant. to this investigation. He has also determined pur
suant to .his authority under 31 CFR 9.8 that national security inter
ests reqmre that the procedures providing for public notice and oppor
tunity for public comment set forth at 31 CFR Part 9 not be followed 
in this case. (Annex A) 

In conducting the investigation, information and advice have been 
sought from the S.ecretary of Defense, the Secretary of Commerce, 
and other appropriate officers of the United States to determine the 
effects on the national security of imports of the articles which are the 
subject of the investigation. Information and advice have been re
ceived from the Departments of State, Defense, Interior, Commerce 
Labor, the Council of Economic Advisers and the Federal Ener,,.y 
Administration. (Annex B) ' '"' 
. In sum~ary, the conclu~i?n of this report is that petroleum is being 
imported m such quantities and under such circumstances as to 
threaten to impair the national security of this country. 

Petroleum is a unique commodity: 'it is essential to almost every 
sector of our economy, either as a raw material component or as th'e 
fuel for processing or transporting goods. It is thus essential to the 
maintenance of our gross national product and overall economic 
health. Only a small percentage of present U.S. petroleum imports 
could be .d~emed to be s~cure from interruption in the event of a majm; 
wor~d crisis. The quantity of petroleum imports, moreover, is now such 
a high percentage. o~ total U.S. consumption that an interruption 
larger than one m1lhon barrels per day at the present time would 
adversely affect our economy. If our imports not presently deemed to 
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be secure from interruption were in fact kept from our shores, the 
effect on the U.S. economy wou!d be staggering and would clearly 
reach beyond a matter of inconvenience, or loss of raw materials and 
fuel for industries not essential to our national security. The outflow 
in payments for petroleum also poses a clear theat not only to our 
wellbeing, but to the welfare of our allies. As the State Department 
has concluded, the massive transfer of wealth greatly enhances the 
economic and political power of oil rich states who do not necessarily 
share our foreign policy objectives, and correspondingly tends to erode 
the political power of the United States and its allies. 

The purpose of this investigation under Section 232 of the Act 
is to determine the effects of our level of imported petroleum upon our 
national security and not to fashion a remedy. Nevertheless, it would 
appear that we must, over the longer term, wean ourselves away from 
a dependence upon imported oil, conserve our use of petroleum, pro
mote the use of alternative sources of energy, and at least in part, 
stanch the outflow of payments resulting from our purchases of this 
commodity. As Secretary Kissinger states: 

"Clearly, decisive action is essential. We have signalled our inten
tion to move toward energy self-sufficiency. We must now demonstrate 
with action the strength of our commitment. In the short-term, our 
only viable economic policy option is an effective program of energy 
conservation. A vigorous United States lead on conservation will en
courage similar action by other consuming nations. Consumer cooper
ation on conservation now and then development of new supplies over 
time will deter producer aggressiveness by demonstrating that con
sumers are capable of acting together to defend their interests." 

U. STATUTORY CONSIDERATIONS 

This investigation has proceeded in recognition of the close relation
:;;hip of the economic welfare of the Nation to our national security. As 
required by Section 232, consideration has been given to domestic pro
duction of crude oil and the other products under investigation needed 
for projected defense requirements, the existing and anticipated avail
ability of these raw materials and products which are essential to the 
national defense, the requirements of the growth of the domestic petro
leum industry and supplies of crude oil and crude oil products, and the 
importation of goods in terms of their quantities, availabilities, char
acter and use as those affect the domestic petroleum industry and the 
ability of the United States to meet its national security requirements. 

In addition, other relevant factoIB required or permitted by Sec
tion 232 have been considered, including the amount of current do
mestic demand for petroleum and petroleum products which is being 
supplied from foreign sources, the degree of risk of interruption of the 
:;;upply of such products from these countries, the impact on the econ
omy and our national defense of an interruption of such supplies in
cluding the effects on labor, and the effect of the prices charged for 
foreign petroleum and petroleum products on our national security. 
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III. IMPORTS OF PETROLEUM AND PETROLEUM PRODUCTS 

During the first eight months of 1974, the United States imported 
approximately 5.8 million barrels per day of petroleum and petroleum 
products. (Annex C) This figure amounted to 35.6 percent of total 
United States demand for such products during this period. The late~t 
data available indicates that United States dependence on importe~ 011 
is growing. For the four weeks ending December 13, 1974, the United 
States imported about 7.4 million barrels per day of petroleum and 
petroleum products, which represented 39.5 percent of total United 
States demand for such products during the same period. (Annex C) 

Imports into the United States may be divided into two major 
sources, the nations belonging to the Organization of Petroleum Ex
porting Countries (OPEC) and other nations. (Annex D) The OPEC 
nations have far more production capacity than the non-OPEC na
tions. Of the world's total production of approximately 55 million 
barrels per day, OPEC members produce 30 million barrels, Com
munist countries 11 million and the balance of 14 million barrels per 
day is produced by other countries. including the U.S.1 Moreover, ~he 
OPEC countries have over 8 million barrels per day of production 
potential which is not being utilized while virtually no unused ca-
pacity exists in the rest of the world. 2 

· 

Most recent indicators show that 3.5 million barrels per day of 
crude oil and petroleum products are being imported by the U.S. 
directly from the OPEC member states. (Annex D) In addition, as 
much as 850,000 barrels per day of finished products imported into the 
U.S. from third country sources may originate from OPEC nations.3 

In total, 4.35 million barrels per day of the 1974 U.S. demand of ap
proximately 17.0 million barrels per day came from OPEC sources. 
In percentage terms, U.S. imports from OPEC members account for 
over 25% of domestic demand. 

The major Western Hemisphere suppliers of petroleum to the 
United States are Canada and Venezuela. The latter country provided 
the United States with approximately 1.1 millio:p. barrels per day from 
,Tanuary through October 1974. For the same period, Canada ex
ported to the U.S. over 1,000,000 barrels per day or slightly over 17% 
of our imported supplies. 

The Canadian Government has recently conducted a study of its 
own energy potential. It concluded that steps should be taken to red~ce 
exports of oil with a view to conserving petroleum for future Canadian 
requirements.4 Accordingly, on November 22, 1974, the Canadian 
Government announced its intention to limit exports to the U.S. to 
650,000 barrels per day by the end of 1975. Further reductions in 
exports will take place after annual reviews. As a result, it appears 
that the U.S. can no longer count on the availability of large volumes 
of oil from Canada but may have to increase our reliance on OPEC 
to make up for the reduction of Canadian imports. 

1 Treasury sources, Office of Energy Polley. 
• Treasury sources, Office of Energy Polley. 
•Treasury estimate, Office of Energy Polley. 
• Statement of Donald S. MacDonald, Minister of Energy, Mines and Resources, on 

Canadian Oil Supply and Demand. Press Release November 22, 1974. 
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In summary 60 percent of current imports of crude oil comes directly 
from OPEC 'members and another 15 percent is refined by third 
world countries using OPEC crude oil. At least 85% of the imported 
petroleum, however, whe,ther from OPEC or non-OPEC countries, 
appears to be subject to the threat of interruption in the event of a 
crisis. Moreover, the outlook in the short run is for the percentage of 
imports derived from OPEC members to increase as a result of limita
tions on Canadian exports. 

IV. EFFECT OF 1973-1974 &"\£BARGO OX THE DOMESTIC ECONOMY 

The interruption of the supply of a major part of U.S. imports of 
petroleum during the vVinter of 1973-74 had a serious adverse impact 
on the economy of the United States. 

In this memorandum, Secretary Dent stated: . 
"The experience of the Arab oil embargo last year, even though it 

halted only about one-half of our oil imports, confirms the risk of 
disruption to the economy which is implicit in dependence on imports 
of oil to this degree. The oil embargo is believed to have produced a 
reduction in U.S. GNP by some $10 to $20 billion. All sectors of the 
economy were adversely affected, with the consumer durables sector 
and housing construction most heavily hit. Further, it is estimated 
that a substantial part of the inflationary rise of prices during 1974, 
particularly in the first half, is attributable to the direct and indirect 
effects of the rise in overall energy costs which followed the rapid 
escalation of costs for Arab oil. In view of this record of injury caused 
by loss of foreign oil supply and our continuin~ vulnerability of 
future injury of even greater impact, it is my opimon that imports at 
current and projected levels do constitute a threat to impair the 
national security." 

The Federal Energy Administration noted in its Project Inde
pendence report that the embargo's impact was serious as a result 
of the nation's high level of dependence upon foreign petroleum 
imports. In the years 1960 through 1973 U.S. production did not keep 
pace with U.S. consumption of petroleum. The resulting gap repre
sented the level of U.S. imports, which increased drastically: 

U.S. PRODUCTION AND CONSUMPTION OF PETROLEUM 1 (1900-73) 

[Petroleum in millions of barrels per day) 

Year Production Consumption Gap (Imports) 

1960 _ - ---- • ---- -- -- -- - --- -- --- -- ---- • ----- •• ----- - -- -- • -- ••••••• 
1965. - . --- •• -- • ----..... - -- -.... -..• -- • -------- -- -- -• -- •• -- • - . --
1970. - -•• --• ··--. -. ---- ------ - -- ---- • ---------- .. --- ••••• --• -• -. 
1972 _ - - -• -• ----- . ------ ------ --•. --- . ---- ---------------- --- --- . 
1973 •• - -- --- --- -- ---- --- -- --- ---- • - --• ---- . ---· • -- • - --- --- ----- . 

8.0 
8.8 

11.3 
11.2 
10.9 

1 Federal Energy Administration, Project Independence report, appendix at 284 (November 1974). 

9.5 
10.8 
14. 7 
16. 4 
17. 3 

1.5 
2.0 
3.4 
5.2 
6.4 

The impact of the embargo on imports can be shown by a com
parison of import figures for both crude and refined oil imports for 
each of the months September 1973 through 'February 197 4, and the 
percent change reflected in such figures from the same months of the 
preceding year: 



MONTHLY IMPORTS BEFORE AND DURING THE OIL EMBARGO t 
(In millions of barrels per day) 

September 1973 ____________________________________ _ 
October ___________________________________________ _ 
November ________________________________________ _ 
December ____ ._ -• _. ________ - - - - - - - - - - - - - - - - - - - - - - - -
January 1974 ______________________________ - -- -- --- -
February ______________________ - __ -_ - - - - -- - - - - - - - - - -

Percent 
change from 

Crude oil previous year 

3.47 
3.86 
3.45 
3. 99 
2.46 
2.10 

+47 
+49 
+so 
+45 
-13 
-22 

Total 
refined 

products 

2.65 
2.67 
3.14 
2. 90 
2.85 
2. 55 

Percent 
change from 

previous year 

+2b 
+9 

+30 
+1 
-4 

•+17 

I Ibid. at 285. · 
2 The indicated positive balance in this month is reflected by the disproportionately large imports of motor gasohne, to 

accommodate critical shortages of this refined product. 

Both the National Petroleum Council and the Federal Energy Ad
ministration have made detailed analyses of the impact of the 1973-
74 embargo. A demand reduction of over 1 million barrels per day has 
been attributed to curtailment and conservation. These savings 
occurred in areas which caused minimum individual or collective hard
ship. However, many such savings were the result of one-time only 
reductions in usage patterns, such as lowering of thermostat levels. 
Once accomplished, by voluntary or other restraints upon energy 
usage, such savings cannot thereafter be duplicated. 

The cost of the embargo to the economy, in terms of both increased 
energy costs and adverse impacts on the labor market, was severe. 
Durmg the first quarter of 1974, the seasonally adjusted Gross Na
tional Product fell by 7% and the seasonally adjusted unemployment 
rate changed from 4.6% in October 1973 to 5.1 % by March of 1974. 
Of course there were other factors at work in the economy during this 
period and it is difficult to isolate those declines attributable solely 
to _the em~argo. However, ac?ording to the FEA, increased energy 
prices durmg the embargo period were responsible for at least 30% of 
the increase in the Consumer Price Index with the long-term effects of 
the embargo and the subsequent price rises continuing after the em
bargo ;vas lifte~. As the FEA has pointed out, a comparison of the 
nat10n s .economic performance for the two years preceding the em
bargo with the first quarter of 1974 demonstrates a clear and uninter
rupted upward historical trend (albeit a reduced rate of increase 
beginning in the second quarter of 1973) followed by a sudden sharp 
decline during the relevant period : 

GROSS NATIONAL PRODUCT STATISTICS (1972-74)1 

I I bid. at.289. 
'Seasonally adjusted at annual rates in billions of 1958 dollars. 

Real GNP• 

Present 
changes in 
GNP from 
preceding 

quarter 
(annual rate) 

768.0 --------------
785. 6 9. 5 
796. 7 5. 7 
812.3 8.0 

829. 3 8. 6 
834. 3 2. 4 
841.3 3.4 
844. 6 I. 6 
831.0 -6. 3 
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A similar effect has been identified by FEA with respect to real 
personal consumption expenditures and real fixed investments. These 
are set forth in detail in the Appendix to the Project Independence 
Report, and are not set forth in detail herein. 

Following the embargo, the Department of Commerce reduced its 
forecast of real output for the first quarter of 1974 by $10.4 billion, 
and its forecast for the first quarter of 1975 by $15 billion.4 Again, 
studies showing detailed effects upon the labor market and contribu
tions to changes for selected items within the CPI have been analyzed 
in detail by the Department of Commerce and the Federal Energy 
Administration, and set forth in the Project Independence Report. 

The adverse change of .5% in the seasonally adjusted national un
employment rate between October 1973 and March 1974 represents an 
increase of approximately 500,000 unemployed people. The Depart
ment of Labor has estimated that during the period of embargo 150,-
000 to 225,000 jobs were lost as a direct result of employers' inability 
to acquire petroleum supplies. An additional decline of approximately 
310,000 jobs occurred as an indirect result of such shortages in indus
tries whose products or processes were subject to reduced demand as 
a result thereof (most notably, the automobile industry). The Depart
ment of Labor estimates that 85% of the total jobs lost were those of 
semi-skilled workers, 5% clerical and 3% professional, technical and 
skilled.5 

The Federal Energy Administration has projected the loss in econ
omic activity (GNP) which could be reasonably correlated to a short
fall in oil supplies. The pattern of this correlation indicates that at any 
given time, the economy can absorb a modest reduction in consumption 
before painful reductions in economic activity occur. After this reduc
tion in nonessential uses of oil is made, further reductions of oil sup
plies will result in sharply increasing losses in the GNP. Based on 
such models. the FEA has determined the impacts of interruption of 
imports under several conditions. For example, a recently calculated 
situation shows that a 2.2 million bbl/day import reduction for six 
months' duration is estimated to cause a $22.4 billion reduction in 
GNP.6 

The Federal Energy Administration estimates that a reduction in 
consumption of approximately 1 million barrels per day can be man
aged without imposing prohibitive costs on the economy. While recog
nizing that a figure of 1 million barrels per day is not precise, it does 
approximate a reasonable estimate of the short-term reduction beyond 
which more severe economic readjustments would take place. Of the 
17 million barrels per day current demand, it is estimated that 16 
million is the proximate quantity required to prevent progressive 
deterioration of the economy at the present time. 

It should also be noted that the impacts of any supply interrup
tions will be disproportionately felt in the various regions of the 
country. The major determinants of the impact within any given re
gion is the amount of imports into that region, climatic conditions of 

•Ibid. at 291. 
• Ibid. at 296. 
6 Federal Energy Administration, Office of Economic Impact, The Potential Economic 

Costs of Future Disruptions of Crude Oil Imports, at 11 (Dec. 23, 1974). 
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the region, and the industries located there. The northwestern and 
northeastern parts of the country import large amounts of their petro
leum requirements, the climatic conditions require them to use more 
energy for heating than other regions, and they have more energy 
using manufacturmg industries in general than other parts of the 
country (this is especially true of the Northeast). 

The direct effects of an embargo would be concentrated in PAD 
C~'etro!eum Administration for Defense) Districts 1 and 5. PAD Dis
trict 1 mcludes the Eastern Seaboard of the U.S. where it is estimated 
that 83 per~en~ of the 1975 crude petroleum dem.and will be imp.' orted. 
In P A.P _District 5, the West Coast of the U.S. mcluding Alaska and 
~awa11,_ 1mpoi:ts are 43 percent of tot:-il uses. The East Coast problem 
is especially difficult because of the lngh fuel oil demands in the New 
England area and the fact that approximately 98 percent of the resid
ual fuel oil for PAD District 1 is imported as a refined product or 
made from imported crude.7 

V. VULNERABILITY OF U.S. ECONOMY TO OIL AND DEVELOPMENT OF 
ALTERNATE ENERGY SOURCES 

The vulnerability of the U.S. economy to petroleum supply inter
ruptions is highlighted by (1) the fact that it is the backbone, not onl:y 
of our defense energy needs, but also of our economic welfare, and (2) 
the difficulty of bringing in alternate energy sources immediately. 

Although there may have been some recent minor changes, the 1973 
figures show that petroleum accounted for 46 percent of domestic 
energy consumption, natural g-as for 31 percent, coal for 18 percent, 
hydropower for 4 percent and nuclear for 1 percent. (Annex E) 

The degree to which other ener/5Y forms can in the short run be 
:physicallY. substituted for oil is limited. Residual oil used in heat
mg or utilities can be replaced with coal only after conversion o.f the 
plant's combustion facilities has taken place. Other energy sources 
are limited in supply or feasibility of use. Supplies of natural gas 
are declining and an mterestate pipeline curtailment of 919 billion cu. 
ft. is expected in the 1974-75 heating season.1 The natural gas reserve/ 
production ratio has declined from 21.1 in 1959 to 11.1 in 1973,2 indi
cating the production potential is seriously imv.aired. It does not 
appear that we can substitute natural gas for 011. On the contrary, 
the prospects are that either oil or coal may have to be substituted 
for natural gas. The nation's ability to increase its hydroelectric power 
generating capacity is severely limited. Other energy sources such as 
nuclear electrical generating power require lonj! lead times for de
velopment and will not be available in materially increased quanti
ties for a number of years. For example, nuclear power is not expected 
to reach a significant percentage (12%) of our total energy capacity 
until 1985.3 The availability of coal is subject to further mine de
velopment, expansion of transportation systems and convertibility of 
furnaces and boilers, all of which require significant development 

"Ibid at 3. . 
1 Federal Power Comn:'sslon, Staft' Report, Requirements and Curtailments of Ma3or 

Interstate Pipeline Companies Based on Form 16 Report (Nov. Hi. 1974). 
2 Report of a subcommittee of the House Committee on Banking and Currency on Oil 

Imports and Energy Security: An Analysis of the Current Situation and Future Prospects: 
93d Cong., 2d sess. at 28 (September 1974). 

•Federal Energy Administration, Project Independence Report, at 30 (November 1974). 
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time. Moreover, both the production and combustion of coal is cur
rently subject to environmental restrictions which further limit its 
accelerated development as an energy source. 

The outlook for increasing production of crude oil from domestic 
sources is not favorable for the near term. Domestic production has 
declined from 9.6 million barrels per day in 1970 to 8.'7 million bar
rels per day in De.cember 1974. A fmther gradual decline is anticipated 
until oil from the North Slope of Alaska becomes available in late 
1977, or until oil is produced from presently undeveloped areas as the 
Outer Continental Shelf. Nevertheless, the sharp increase in the price 
of oil should stimulate increased exploration which, in the intermedi
ate or longer term, if combined with conservation efforts should 
ameliorate the present threat to our economy. 

Also, long-t~rm energy sources such as the development of geo
thermal and 011 shale energy resources and the practical utilization 
of ~olar energy require major advances in the technology involved. 
'.fh1s technology may take several years to develop, but should assist 
m the solution of the domestic shortage o.f energy sources if sufficient 
incentive is provided. 

vr. THREAT TO THE NATIONAL SECURITY OF FUTURE SUPPLY INTERRUPTIONS 

Section IV has described the serious impact on the national economy 
and consequently on the national security of the winter 1973-19'74 em
bargo. It 1s reasonable to expect similar or even worse effects of an 
~nterruption of supply in the future, particularly in light of increas
m~ .dependence on fo.reign sources of supply. U.S. production is de
clmmg 1 and alternative sources of energy supply require a long lead 
time for development.2 Moreover, supplies from the most secure West
ern Hemisphere sources are likely to decline as illustrated by the 
Canadian action to reduce oil exports to the United States. · 

The Department of Defense has described the risks to our national 
security posed by the threat of a future supply interruption. The De
partment of Defense, in its memorandum to me of January 9, 1975, 
stated: 

"The Department of Defense holds that this nation must have the 
capability to :nee~ ~he essential energy requirements of ~ts military 
forces and of its civil economy from secure sources not subJect to mili
tary, economic or political interdiction. 'While it may be that complete 
na~ional energy self-sufficiency is unnecessary, the degree of our suf
ficiency must be such that any potential supply denial will be sustain
able for an extended period without degradation of military readiness 
or operations, and without significant impact on industrial output or 
~he welfare of the populace. Tl~is is true because the national security 
1s t~1reatened when : ( 1) the nat10nal economy is depressed; ( 2) we are 
obliged to rely on non-secure sources for essential quantities of fuel; 
( 3) costs for essential fuels are unduly high; and ( 4) we reach a point 
where secure available internal fuel resources are exhausted. 

1 Federal Energy Administration, Project Independence Report nt 5 (November 1974). 
See figures set forth in Annex F. 

2 See discussion of alternative energy sources ln Section V. See also Federal Energy 
Administration, Project Independence Report at 6 (November 1974). 

45-826 0 - 4 
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"As you know, the Mandatory Oil Imp?rt Program ~as es~ablished 
in 1959 for the express purpose of controllmg the quanti.ty of.imported 
oil which at that time had been found to threaten to unpai_r the na
tional security. In the intervenin~ years we have ob~erved with grow
ing concern the decline in domestic and western hemisphere petroleu~ 
productive capacity in relation to demand. T.he result has been a rap1?
expansion in our dependence on eastern hemisphere sou!ces for the 011 
which is so essential to our military needs and the nat10n's economy. 
By 1973 that dependence had reached a level which. risked substan~ial 
harm to the national economy in event of a peacetime supply demal. 
In event of general war, those risks would be substantially greater 
because of the sharply increased level of milita~y petroleum consump
tion which would require support from domestic petroleum resources. 
The 1973 Arab oil embargo offered proof, if proof were needed, of the 
deterioration in our national energy situation. 

"Energy conservation efforts and expanded use of alternate fuels 
halted the growth in crude oil and product imports during much of 
1974. However production of both oil and gas in the United States 
continues to d~cline, and indications are that import growth has re
sumed. Projections :for 1975 indicate that imports may exceed seven 
million barrels a dav, sharply higher than in 1974 and equal to near 
19 percent of the probable total energy supply in 1975. To the extent 
that demand :for petroleum imports causes increasing reliance on in
secure sources of fuel, then such demand/reliance is a severe threat 
to our security." · 

Although oil exporters varv in their specific national goals and 
from time to time make unilateral decisions in regard to oil policies, 
oil exporters have the potential to bring about concerted actions which 
can explicitly deny the U.S. needed imports through such actions 
as last year's embargo. The loss in GNP growth and the significant 
unemployment created have on their face a significant impact in terms 
of the overall strength of the national economy. Continued reliance 
on :foreign sources of supply leaves the U.S. economy vulnerable to 
further disruptive, abrupt curtailment or embargo of supplies, as 
well as to further increases in prices. Consequently, it is only prudent 
from a national security standpoint to plan for the possibility that 
another embargo, or other type of supply interruption could occur. 

VII. THE EXCESSIVE RELIANCE ON IMPORTED OIL AS A SOURCE OF WEAKNESS 
IN A FLEXIBL}; FOREIGN POLICY 

The dependence of the United States on imported petroleum can 
also adversely affect the ability to achieve our foreign policy objec
tives. 

A healthv and vital domestic economy coupled with modern and 
adequate defense forces are the basic elements of strength in protect
ing our nation.al security, but equally important in today's inter
dependent world is the continued smooth functioning o:f the inter
national economic system and, in particular: the economic strength 
and viability of our Allies. The economies of many of these countries 
are almost totally dependent on imported oil and are therefore much 
more vulnerable· to the threat of a new oil embargo. This could ad
versely affect the extent to which we can rely on those Allies in the 
event of a serious political or military threat to this country. 
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T~e. ~isk to o_ur AIJies and to ourselves co~es not only from the 
possibility of d1srupt10ns of supply and the impact this could have 
on forei~ policies but also from the effect on their domestic economies 
of the high cost of oil imports. Individual consumer states faced with 
balance of trade deficits and having difficulties in financing them. 
could attempt to equilibrate their trade balances through "beggar-thy~ 
neighbor" actions. 

For example, deliberate measures could be taken to interfere with 
markets so as to increase exports and/or decrease imports from non
o~l .exp<_>rting com~tries. Specific examples would include export sub
sidies, import tariffs, quotas, and perhaps other non-tariff barriers 
to ~rade. Such ac~ion w:ould, of course, be infeasible as a concerted 
pohcy by all deficit nations and therefore irrational. Indeed, should 
all embark on such a course, a severe economic loss would result 
through income reductions to all. Exports would be reduced for all 
oil importing countries with loss in economic activity. 

A ~lowdown in economic growth and conseq1;1ent unemployment 
resultmg from such a course could have economic and social effects 
that could have serious political implications :for our own security. 

These potential problems could arise from the continued high 
levels of oil imports in conjunction with the price of oil, which gen
erate large current account surpluses for OPEC. Given the limited 
absorptive capacity of some of these countries the increased oil reve
nues to .these countries will. not be immediately translated into in
creased imports. A recent estimate of the OPEC 1974 current account 
imbalance is about $60 billion. In contrast, the 1973 OPEC current 
account balance was only $13 billion. Projections of these balances 
through time indicate continued reserve accumulations at least until 
1980, as soi;ne OPEC members will only gradually adjust their im:i,:>0rt 
levels to higher export revenues. An estimate of these accumulations 
as of 1980 is on the .order of $200 to $300 billion (in terms of 197 4 
purchasing power) :for OPEC as a group. Such a massive transfer 
of wealth would enhance the economic and political pdwer of oil 
rich states which do not necessarily share our :foreign policy objectives. 

It is our expectation that these funds will be held and invested 
in a responsible manner. There is every economic incentive for the 
owners o:f these resources to take this course. The United States' basic 
economics position strongly favors maximum freedom :for capital 
movements and we believe there is no reason to change tliis J?Olicy. 

However, in view of the possible problems noted above, it is im
perative that we join with our Allies in a concerted program of con
servation, reduced reliance on imported sources of oil and develop
ment of alternative energy supplies. In this way we promote market 
forces that will work against further rises in already monopolistic 
oil prices, and exert some downward pressure on world oil prices. 

The Department of Defense confirms these conclusions: 
"The appropriate restriction of oil imports will also impact :favor

ably on the balance of payments and, more importantly, will permit 
the United States to make a significant contribution to international 
efforts to reduce total world oil demand which, through its recent 
rapid growth, has contributed to harmful increases in world oil prices. 
Those increases have posed serious threats to the economic and mili
tary viability of NATO and other friendly nations, as well as to the 
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United States. Reduced dependence on imported oil can also mini
mize the adverse impact on the Unite~ States, NATO and o~lrnr 
friendly nations of boycotts such as that imposed by the Arab nations 
in 1973." . 

The Federal Energy Administration has pointed out that reduction 
of reliance on imported oil and conservation are essentia~ ~o U.S. 
participation in the International Energy Program. Adm1111strator 
Zarb states : . 

"Given the inability to create effective emergency supplies m ~~e 
short run, it is important that the U.S. actively support and pa~tlci
pate in international security a(}'reements such as the International 
Energy Program (IEP), or a pr~ducer~con~umer conference, with the 
objective of establishing future world 011 pnc~s acceptable to the U.S., 
the other importers, and the OP;EC count.nes; and to d~crease. the 
likelihood of politically or economically motivated supply disruptions. 

"The IEP particularly is an important component of the U.S. energy 
supply security program. It would coo~dinate the response~ of most 
major oil importing nations ~o internationa~ supply disruptions, pro
vide guidelin~s. for conser~at10n and ~tockpile relea~e progra~s, a~d 
avoid competition for available supplies, and thus hm1t the oil price 
increases likely to result from an oil shortage. . 

"The IEP deters the imposition of oil export embargoes because it 
diminishes the ability of oil exporters to target oil shortf~lls on par
ticular oil importers, or greatly increases the cost of domg so. For 
example, under an IEP, a U.S. import sJ;iortfall of 3 M~.B/D would 
require a much larger export.cutoff'., a~d mc.rease the political and eco
nomic costs exporters would mcur m imposmg an embargo. 

"These measures do not exhaust the options available to the U:S. 
Government. They seem to us, however, to be among the most effective 
programs which the U.S. can implement at this time, given t~e charac
ter of the international energy market. As such, these. options of!' er 
attractive prospects for minimiz~ng the threat t? our natio:t?-a}, security 
resulting from our need to contmue to rely on imported 011. 

VIII. FINDINGS AND RECOMMENDATIONS 

As a result of my investigation, I recommend that the following 
determinations and recommendations be made by the Secretary of 
the Treasury and forwarded to the President: 

FVnilings 
As a result of the investigation initiated by me, I have found that 

crude oil, principal crude oil derivatives and products1 an~ related 
products derived from. natural gas ~~d coal tar are bemg im~orted 
into the Umted States m such quantities as to ~hreaten to impair ~he 
national security. I further find that the foregomg. products are bemg 
imported into the United States under such circumstances as to 
threaten to impair the national security. 

Recommendations 
I therefore recommend that appropriate action be taken to reduce 

imports of crude oil, principal crude oil derivatives and p~oducts, 
and related products derived from natural gas and coal tar mto the 
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United States, to promote a lessened reliance upon such products, 
to reduce the payments outflow and to create incentives for the use 
of alternative sources of energy to such imports. I understand that 
a Presidential Proclamation pursuant to Section 232 of the Trade Ex
pansion Act of 1962 is being drafted by the Federal Energy Adminis
tration consistent with these recommendations. 

DAVID R. MACDONALD, 
Assistant Secretary 

(Enforcement, Operations, and Tariff Affairs). 

[Annex A] 

THE SECRETARY OF THE TREASURY, 
Washington, January 4, 1975. 

Memorandum for Assistant Secretary Macdonald. 
Subject: Request for Section 232 Investigation. 

Pursuant to my authority under Section 232 of the Trade Expan
sion Act, 76 Stat. 877 ( 19 U.S.C. 1862), I am requesting you to conduct 
an investigation under that section to determine the effects on the na
tional security of imports of petroleum and petroleum products. 

In my judgment, national security interests require that the pro
cedures requiring public notice and opportunity for public comment 
or hearings, set forth in the Treasury regulations at 31 CFR Part 9, 
not be followed in this case. I further find that it would be inappro
priate to hold public hearings, or otherwise afford interested parties 
an opportunity to present information and advice relevant to the 
investigation as provided by Section 232, as amended by the Trade 
Act of 1974. Therefore, I request that you proceed immediately with 
the investigation without doing so. 

Hon. WILLIAM E. SIMON, 
Secretary of the Treasury. 

WILLIAM E. SIMON. 

[Annex B] 

THE SECRETARY OF STATE, 
Washington, January 11, 1975. 

DEAR BILL: I am responding to your ,January 3 memorandum and 
that of David Macdonald requesting the view of the State Depart
ment as to the effect of petroleum imports on our national security. 

The 1973-1974 oil embargo and production cutbacks demonstrated 
our vulnerability and that of other industrial nations to an interrup
tion in foreign oil supplies. In addition to its direct ec?nomic cost in 
lost GNP and increased unemployment, the embargo stimulated mas
sive and abrupt price increases which the producers have been able to 
maintain and increase. "\Vithout preventative action, OPEC's accumu
lation of financial assets will accelerate, reaching a total of about $400 
billion in invest.able funds by the end of 1980. This massive transfer of 
wealth will greatly enhance the economic and political power of the 
oil rich states who do not share our foreign policy objectives. It will 
also cause a serious erosion of the political power of the United States 
and its allies relative to the Soviet Union and China. 



54 

Clearly, decisive action is essential. 'Ve have signalled our intention 
to move toward energy self-sufficiency. vVe must now demonstrate 
with action the strength of our commitment. In the short-term, our 
only viable economic policy option is an effective program of energy 
conservation. A vigorous United States lead on conservation wi11 en
courage similar action by other consuming nations. Consumer coopera
tion on conservation now and the development of new supplies over 
time will deter producer aggressiveness by demonstrating that con
sumers are capable of acting together to defend their interests. 

From the national perspective, a major United States' conservation 
effort will: 

-reduce OPEC's financial claims on United States resources and 
the transfer of economic and political power to the producers; 

-reduce our vulnerability to supply disruptions; 
-limit the effect of future OPEC price rises on United States 

growth and inflation; and 
-exert some downward pressure on "·orld oil prices. 
We believe substantially higher import license fees will contribute 

to our conservation strategy. They should reduce our dependence on 
imported energy and demonstrate to other consumers and producers 
the seriousness of our commitment not to remain vulnerable to escalat
ing oil prices and threats of supply interruptions. 

Warm regards, 
HENRY A. KISSINGER. 

MILITARY PETROLEUM REQUIREMENTS 

Estimated consumption, U.S. forces, FY 1975-558,000 barrels per 
day.1 

Estimated consumption in general war-1,800,000 barrels per day. 
In addition to purely military requirements there is a substantial 

additional need for direct and indirect use of petroleum by defense
related private industry. No data is available on the amount of petro
leum involved, but broad estimates of total energy consumption by 
defense industry indicate that from 1.5 to 3.0 percent of total national 
energy consumption is curently required. That percentage would in
crease substantially in a protracted general war, probably largely due 
to conversion of industry to war production, without necessariiy re
flecting sharply increased energy requirements on a btu basis. 

U.S. DEPARTMENT OF THE INTERIOR, 

Hon. DAVID R. MACDONAW, 

OFFICE OF THE SECRETARY, 
WMhington, D.O., January 8, 1975. 

Assistant Secretary, Enforcement, Operations, a11d Tariff Affairs, 
Department of the Treasury, W ashi-ngton, D.O. 

DEAR MR. MACDONALD: In response to your memorandum of Jan
uary 4, 1975, relating to the request for investigation on petroleum 

1 Currently approximately 35% of consumption is obtained from foreign sources. No 
significant changes in consumption are projected through FY 1976. 
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imports under Secti?n 232 of th~ Trade Expansion Act, we have en
clo~ed some observat10ns concermng the effects on the national security 
of 1mpo~ts of petroleum and petroleum products. 

Smcerely yours, 

Enclosure. 

JACK w. CARLSON, 
Assi.stant Secretary of the Interior. 

THE EFFECTS ON NATIONAL SECURITY OF IMPORTS OF PETROLEUM PRODUCTS 

.I~ports of crude oil in the first nine months of 1974 averaged 3.3 
m1!l10n b~rr~ls per day, and imports of petroleum products and un
~mshed 01ls m petroleum averaged 2.6 million barrels per day. Total 
imports as a percent of ~upply accounte.d for 36 percent and demand 
f_or petroleum products m the same period averaged nearly 16.5 mil
lion barrels per day. In the first nine months of 1974 residual fuel oil 
accoun~ed fo! 60.2 perce~t of our product imports an'd 61.3 percent of 
~omestic residual fuel 011 demand; distillate fuel oil, 9.3 percent of 
Imports, and 8.6 percent of demand. Imports of gasoline constituted 
8.4 percent of products, but only 3.4 percent of domestic demand· jet 
f_uel, 6.3 percent of imports and 16.7 percent of demand. Import~ of 
liquefied gases and ethane comprised 4.6 percent of products and 9 per
cent. of demand. Other products, which includes naphthas, kerosine, 
lubricants, waxes, asphalt, etc., aggregated 11.2 percent of product im
ports and 13.7 percent of domestic demand. 

I:f crude imp~rts were cut off, refining operations in the U.S. would 
have to be cu~ailed sha_rply. B:;ised on average refinery yields (August 
197 4) , dom.es~1c refineries obtamed from the 3.3 million barrels a day 
of crude 011 imported, nearly 1.6 million barrels a day of gasoline 
nearly 700 thousand barrels a day of distillate fuel oil, and 274 thou~ 
sand barrels a day of residual fuel oil. 

Viewed narrowly, namely in terms of the probable needs of the 
Department ?f the Defense under present conditions or in a major 
nuclear war, 1t would appear that petroleum importations at current 
levels would not jeopardize national defense per se. However a cut 
off of foreign supplies of crude petroleum and/or petroleum p~oducts 
would have a .serious impact on the _national economy, such as was 
demonstrated m the 1973-74 Arab 011 Embargo. Broadly viewed a 
disruption of imp?rts could have serious implications for the natio1~al 
secu~1ty, as well,_ m that a strong an.d. healthy .eco~omy is generally 
con~1d~re~ es~ential to our overall ab1hty to mamtam our free demo
cratic mstitut10ns. 

Still. another consideration is the adverse impact petroleum pro
ducts imports have on expansion of domestic refinery capacity. We 
ca~n?t now meet our ~ormal _domestic needs from the full output of 
ex1stmg refinery capacity. An mcrease in imports of products would be 
harmful to national security because increasing dependence on such 
s?urces. woul? not only make the United States more vulnerable to 
d1srup~10ns m supply flows, but also inhibit domestic refinery 
expansion. 

Even without a further embargo, large imports pose an economic 
threat. The accompanying chart includes a 1974 estimated value of 
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products and crude oil imports totaling $23.5 pillion. Furthermore1 in 
view of recent OPEC announcements, expenditures for petroleum im
ports could be even greater in 1975, and subsequent years. Therefore, 
this capital drain could have serious repercussions on the U.S. econ
omy, and endanger ~he national sec1!rity .thereby. Moreoyer,, larg~ 
capital exports to nations not necessarily friendly to the ob1ectives of 
the United States increases the potential for harm to ourselves or to 
our allies, and thus increases the threat to our security. 

THE SECRETARY OF COMMERCE, 
Washington, D.O., January 10, 1975. 

Memorandum for the Secretary of the Treasury. 
Subject: Section 232 Investigation of Petroleum Imports. 

This is in response to your memorandum of January 4, 1975, con
cerning the investigation of oil imports being initiated under Section 
232 of the Trade Expansion Act of 1962, as amended. Specifically, 
your memorandum forwarded the request of Assistant Secretary of 
the Treasury Macdonald for (a) any information this Department has 
bearing on the effects on the national security of imports of petroleum 
and petroleum products, and (b) advice as to whether petroleum and 
petroleum products are being imported into the United States ii!- such 
quantities or under such circumstances as to threaten to impair the 
national security. 

Based on prior analyses and a brief review during the past five days, 
it is my opinion that tlhere is no question that imports of petroleum at 
current volumes and circumstances, including the current level of 
OPEC prices, threaten to impair the national security. Under these 
circumstances, we recognize the threat posed by oil imports to the 
ability of the United States to produce goods and services essential 
for ensuring our national security preparedness. We reco~nize the 
additional threat posed by the possibility of an extended embargo of 
oil imports. Section 232 of the Trade Expansion Act, the basis for 
the present investigation, in fact requires that recognition be given to 
"the close relation of the economic welfare of the Nation to our na
tional security." 

As you know, the quota sys.tern of the Mandatory Oil Import Pro
gram, based on national security findings. was in effect from 1959 
to early 1973. Its objective was to restrict imports of petroleum and 
petroleum products to 12.2 percent of domestic production in Districts 
I-IV (the Eastern 80 percent of the continental U.S.) and to no 
more than the difference between demand and domestic supply in 
District V (the West Coast). At that time. foreign oil was priced 
well below domestic oil and restrictions on imports were judged 
necessary to preserve a viable domestic crude oil producing industry. 
However, in recent years domestic consumption has increased much 
faster than productfon, and it has not been feasible to maintain the 
old formula.. In early l!l73, import quotas were replaced by the license 
fee program, and imports of crude petroleum and products by the 
end of 1974 reached a figure which amounted to slightly more than 
35 percent of consumption. I am enclosing a publication from the 
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the Bureau of the Census in which import quantities for 1973 and 11 
months of 1974 are given. 

The experience of the Arab oil er~b11:rgo last year, even though it 
h~lted ~mly about one-half of our 011 imports, confirms the risk of 
d1s~ption ~o the economy 'Yhich is im~licit in dependence on imports 
of oil ~o t~1s degree. The 011 embargo is belie,'ed to have produced a 
reduction m U.S. GNP by some $10 to $20 billion. All sectors of the 
economy were adversely affected, 'vith the consumer durables sector 
and housing construction most heavily hit. Further. it is estimated 
that. a substa_ntial part of the inflationary rise of prices during 1974, 
particularly m the first half, is attributable to the direct and indirect 
effects .of the rise in overall energy costs which followed the rapid 
e..scalat10n of costs f~r Arab oil. In view of this record of injury 
caused by. I~ of foreign oil supply and our continuing vulnerability 
to future miury of ~ven greater impact, i~ is my opinion tl1;at imports 
at current and pro1ected levels do constitute a threat to impair the 
national security. 

In summary, I perceive the threat as being based on two factors: 
the possibility of an extended embargo and -the inflationary impact 
of ~igher Pi:ices and volu!11es. \Ve certainly want to ensure, should a 
positive findmg be determmed, that any recommended course of action 
would address these factors. If I can 'be of anv further assistance in 
your deliberations, please let me know. • 

FnEmmrcK B. DENT, 

Secretary of Commerce. 

U.S. DEPARTMENT OF LABOR, 

OFFICE OF THE SECRETARY. 
lV ashing ton, D.O., January 9, I.9'l5. 

Memorandum to: David R. Macdonald, Assistant Secretary (Enforce
ment, Operations, and Tariff A ff airs). 

Subject: Section 232 Investigation on Petroleum Imports. 
References: 

Memorandum, January 4, 1975, above subject from Secretary of 
the Treasury, 1Villiam E. Simon. 

Memorandum, January 6, 1975, above subject, Assistant Secre
tary of the Treasury, David R. :Macdonald. 

. The Depar:tment of Labor currently has no information available 
~hrectly ~latmg to wl~ether petro~eum or petrol~~m products are being 
imported mto the Umted States m such quantities or under such cir
cumstances as to threaten to impair the national security. 
. Dat_'.1 ns.ually provided by the Depu .. rtment of I~abor for Section 232 
mveshgat10ns could not be collected and made available within the 
time required b.y Mr. Simon's me~orandum of ,January 4. If you wish 
ns to ~roceed ';Ith t~e f~1lly detailed Department of Labor portion of 
a Section 232 mvestigahon, we would be pleased to consult with you 
on the matter. 

As .noted in the memorandum. of .T mrnary 4, some work has been 
done m the Department concernmg the current effects of imports of 
petroleum and petroleum products, albeit not in relationship directly 
to national security. This work includes: 



1 The Secretary of Labor's Report on the ImpM~ of Energy Sh?r~ 
age~ on ilfanpoioer ·Needs, dated 1\farch 1974. This repo1i'rfeq~nre 
under Section 506 of the Comprehensive Employment am rammg 
Act of 1973, deals with the i:i:ipact of energy shortages on current and 

future employment. A copy isfent}c1osped. . t Independence Bluep·rint 
2 Labo1' Report a part o , ie ro7ec . . . bl 

Task Force Report, dated Noye!11ber.1974. This report is availa e 
f om the Federal Energy Admm1stration. . d 
r 3 "The Effects of o'ii Resource Allocation", an unpnbh~hed .~tu ~ 

rec~ntly completed by ProfessorhY oDram ~arze£ oi £1:b~~n~~:s~fudy 
'Vashinrrt-On under contract t? t. e epar men o , . . . that 
is curre~tly being reviewed w1thm the Department. Ii it ap)ears . 1 
this study contains material relevant to the e_ffect o l?lltrd e~im am 
petroleum products imports on national security we w1 a vise you. 

JOEL SEGALL, 
Deputy Under Secretary, International Affairs. 

THE CH.AIRMAN OF THE . 
COUNCIL OF ECONOMIC ADVISERS, 
Washington, D.O., Janua1'1J 8, 1975. 

Hon DAvm R. MACDONALD, T 'ff Aff · 
Ass~tant Secreta;.y, Enforcement, Ope.rations, and ari airs, 

Department of the Treasury, Washington, D.O. . 
DE.AR 1\1R. MACDONAJ,D: Petroleum and petroleu!l! products are bemt 

· mported into the United States in such quantities and .under sue 
~ircumstances as to threaten to impair the national secunty. . 

The quantity of imports of petr~leum and pet~oleum prod_uct;> is so 
large that these imports are essential to the contmued :funchonmg of 
our economy at acceptable levels of employment and output. Un!ess 
appropriate action is taken, petrol~um and petrole~1m product im
ports would continue at ~urrent o~ higher levels; leavmg the economy 
open to serious damage if those imports were interrupted. 

The circumstances under which/etroleum and petroleum pro~ucts 
are being imported into the Unite S~ates lead t-0 a threat to national 
security. Foreign governments may mterr?pt the flow of p~troleum 
and petroleum product imports to. the Ur.nted States to aclueve eco
nomic or political ends. Oil-exp9rtmg nations_ whose exports are now 
essential to the continued security of the Umted _States .have agreed 
to act jointly in matters of oil exports. Coll~ctive action. by some 
petroleum exporters reduced U.S. petroleum impo!ts durmg 1~73-
1974 with serious damage to the economy and sec;ur1ty ~f the Un~ted 
States. A threat to our national security will exist until the .Um.ted 
States can absorb the effects o:f an embargo without damage to its vital 
economic and military interests. . 

The United States can absorb the effects o:f 11;n em~argo "'.1t.hout 
serious damage only i:f imports :from those countries w1uch act JOmtly 
on petroleum- matters are n<;>t e~sential to the United St~tes. These 
imports would not be essential If the economy of the Umted States 
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required only as much petroleul!l a:id petroleum pro?ucts, or their sub
stitutes, as could be produced w1thm our bord~rs or imp~r~ed from na
tions which did not belonrr to the group wluch acted JOmtly on pe
troleum matters. Conseqm~ntly, actions wh.ich cause the economy to 
adjust to the consumption o:f less energy m the :form of petroleum 
and petroleum products, and/or which cause more petroleum I?rod
ucts to be supplied by domestic sources, would lead to greater national 
security. . . . . 

Alternatively, imports from those nations which act JOmtly on 
petroleum· matters would not threaten the security of the United 
States i:f alternative sources of petroleum and petroleum product 
supply could easily and readily replace interrupted imports. At pres
ent such supplies do not exist, and consequently there is a threat to 
the national security of the United States. 

In summary, petroleum and petroleum products are now being im
ported in quantities such that serious damage to national security 
would result :from interruption of these imports. The circumstances 
under which petroleum and petroleum products are being imported 
makes those imports insecure. Consequently, petroleum and petroleum 
product imports threaten the national security. 

Sincerely, · 
ALAN GREENSPAN. 

DAVID R. MACDONAI.D, 

FEDERAL ENERGY ADMINISTRATION, 
Washington, D.O., January 11, 1975. 

Assistant Se01'etary, Enforcement, Operations, and Tariff Affairs, 
U.S. Departmen;t of the Trea.slU'JJ, Washington, D.O. 

DEAR MR. MACDONALD: This is in response to your memorandum of 
January 4, 1975, concerning Treasury Department Section 232 Inves
tigation on Petroleum Imports. 

The Project Independence Report projected continued U.S. reli
ance on imported oil through 1980, given projected U.S. domestic 
supply /demand responses to world oil prices of $4-$11 per barrel. 

It is our judgment that, whatever its source, imported oil .is inher
ently less secure than domestic oil. Oil import shortfalls jeopardize the 
national security of the U.S. and other oil dependent nations because 
they impose severe economic costs. For that reason, the costs of off
setting that insecurity ought to be reflected explicitly in the domestic 
price of imported oil. · 

The :future supply security of U.S. imports was a major focal point 
in the Project Independence Report. The International Assessment 
of that report assessed U.S. vulnerability to foreign political and eco
nomic coercion resulting :from disruptions in the supply of imported 
crude. It should be noted, moreover, that a significant disruption in 
im,Ports of certain finished products, such as residual fuel oil, could 
have major economic security implications :for the country. For exam
ple, approximately 80 percent of residual fuel oil consumed in the 
U.S. is imported and most of it is consumed on the East Coast :for the 
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production of electricity and for industrial use. At the present time, 
yery few of these users have the capability of converting to other fuels 
m the event of a temporary supply disruption lasting several months 
or longer. 

The report evaluates a number of alternatives for offsettin()' the 
costs of oil import interruptions. The criteria for evaluatin()' these 
options included their relative contribution to U.S. energv import 
supply security, their costs, and their impact on world oil pi·ices. The 
mos.t promi~en~ options are: 1) Regulation _of energy consumption 
durmg an 011 import shortfall; 2) Alternative domestic emer()'ency 
energy supplies; 3) International oil sharing. Each of these i~ dis
cussed in greater detail below. 

.1. REGULATION OF ENERGY CONSUMPTION 

As was demonstrated during the 1973-74 embargo, government 
regulation of domestic fuel supplies can diminish the economic im
pact of an oil import embargo. FEA has estimated that an oil 
shortfall of approximately 1 million barrels/day can be managed by 
fuel allocation programs, without imposing prohibitive costs on the 
economy. In the short-term, 1975-76, this option is likely to remain ef
fective. In the longer term. more efficient energy utilization will di
minish the extent to which oil import shortfalls can be managed 
exclusively by relying on minimal cost fuel allocation programs. 

2. ALTERNATIVE EMERGENCY ENERGY SUPPLIES 

In the short-term, 1975-76, emergency energy supply availability 
is limited to current inventories, domestic and international stocks, 
and any available production capacity of exporting states not par
ticipating in the embargo. 

In the longer term, strategic petroleum reserves could be developed. 
For example, our assessment of current oil imI?.ort security indicates 
the desirability of 1 billion barrels of crude 011, stored in U.S. salt
dome caverns as they become available. The amount could be adjusted 
as the threat assessment changes. Such a stockpile could off set a 3MM 
barrel/day import cut for nearly one year. Given domestic conserva
tion programs and alternate supply sources, however, the stockpile 
would most likely last longer than one year. · 

It will take several years to build strategic reserves to the de
sired level. In the meantime, the U.S. must consider ways to dampen 
the rate o,f increase in oil imports. We feel that, even at current world 
oil prices, the cost of using imported oil, i.e., the expected economic 
loss caused by an import shortfall, and/or the costs of emergency 
supply prowams to diminish that loss, is currently not internalized 
bv the U.S. economy. To this end, FEA feels a "security fee" on 
imported oil would be effective. This fee ($1 to $3 per barrel) could be 
used in part to finance the strategic reserve programs, and to encourage 
development of domestic energy resources. 
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3. INTERNATIONAL ENERGY AGREEMENTS 

Given the inability to create effective emergency supplies in the 
short run, it is important that the U.S. actively support and partici
pate in international security agreements such as the International 
Energy Program (IEP), or a producer-consumer conference, with the 
objective of establishing future world oil prices acceptable to the U.S., 
the other importers, and the OPEC countries; and to decrease the 
likelihood of politically or economically motivated supply disruptions. 

The IEP particularly is an important component of the U.S. energy 
supply security program. It "·ould coordinate the responses of most 
major oil importing nations to international supply disruptions, pro
vide guidelines for conservation and stockpile release programs, and 
avoid competition for available supplies, and thus limit the oil price 
increases likely to result from an oil shortage. 

The IEP deters the imposition of oil export embargoes because it 
diminishes the ability of oil exporters to target oil shortfalls on par
ticular oil importers, or greatly increases the cost of doing so. For 
example, under an IEP, a U.S. import shortfall of 3 MM B/D would 
require a much larger export cutoff, and increase the political and eco
nomic costs exporters would incnr· in imposing an embargo. 

These measures do not exhaust the options available to the U.S. 
Government. They seem to us, however, to be among the most effec
tive programs which the U.S. can implement at this time, given the 
character of the international energy market. As such, these options 
offer attractive prospects for minimizing the threat to our national 
security resulting from our need to continue to rely on imported oil. 

"\Ve have enclosecl a copy of the International Assessment chapter 
from the Prnject Independence Report togPther with a copy of the 
PIMS "U.S.-OPEC Petroleum Report,'' which provides OPEC ex
port volume and pricing data for um~ by individual member coun
tries. The 1974 report has not yet been compiled. 

"\Ve trnst that this information "·ill be helpful in the conduct of 
your investigation. 

Sincerely, 
FR.\NK G. 7,.\RB, Adrrdnistrator. 

ANNEX C.-CRUDE PETROLEUM AND PETROLEUM PRODUCTS 1 

(1974 Data in 1,000 bbl/day( 

Domestic Crude Product 
Month production imports imports 

January ______________________________ 8, 907 2, 382 2, 973 
February _____________________________ 9, 156 2, 248 2, 973 March _______________________________ 8, 950 2, 462 2, 753 
ApriL ____________ ----------------- 8, 952 3, 267 2, 703 
MaY-----------------···-------------- 8, 903 3, 748 2, 454 
June _________________________________ 8, 777 3, 957 2, 218 
July _________________________________ 8, 893 4, 167 2, 143 
August__ _____________________________ 8, 918 3, 905 2, 286 
8-mo average'------ __________________ 8, 932 3, 267 2, 563 

LATEST DATA' 

4weeks(ending Dec.13)• _____________ 8, 661 4, 047 3, 360 

i FEA, Monthly Energy Review-October 1974. 
'Imports as percent of demand-35.6 percent. 
' FEA, Petroleum Situation Report-Dec. 13, 1974. 
• Imports as percent of demand, 39.5 percent. 

Total Domestic 
imports demand 

5, 455 17, 270 
5, 271 17, 371 
5, 215 16, 045 
5, 970 15, 919 
6, 202 15, 624 
6, 175 16, 459 
6, 310 16, 156 
6, 190 16, 332 
5, 830 16, 397 

7, 407 13, 742 
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[ANNEX DJ 

U.S. Imports of crude oil and petroleum products by source, January through 
October 1914 

Country: 
[In thousands of barrels per day] 

Algeria ---------------------------------------------------------
Egypt __ -------------_ -- - -----------------------___ -- - -----------
:Ku'\Vait --------------------------------------------------------
Qatar -----------------------------------------------------------
Saudi Arabia-----------------------------------------------------
United Arab Emirates--------------------------------------------

Major Arab OPEC countries _____________________________________ _ 

Ecuador ---------------------------------------------------------
Indonesia _____________ --------_ -------____ --------------_______ _ 
Iran -----------------------------------------------------------
Nigeria ----------------------------------------------------------
Venezuela ------------------------------------------------------
Gabon-----------------------------------------------------------

Total 

220 
14 
2 

16 
382 
82 

716 

71 
296 
542 
670 

1,131 
33 

Major OPEC countries ____________________________________________ 3, 459 

Canada ---------------------------------------------------------
Netherlands Antilles----------------------------------------------
Angola ---------------------------------------------------------
Italy ------------------------------------------------------------
Netherlands -----------------------------------------------------
Mexico ---------------------------------------------------------
Bahamas -------------------------------------------------------
Trinidad -------------------------------------------------------
Others ----------------------------------------------------------

1,015 
494 
50 

100 
52 
10 

213 
272 
178 

Grand total---------------------------------------------------- 5,843 
Source: Federal Energy Administration, from Census Bureau FT-135 Report. 

THE CRUX OF U.S. PROBLEM 

RECOVERABLE U.S. RESERVES 

COAL 

94.1% 
BTU's ·· 9360 x 10 Hi 

PETROLEUM 

BTU'!· ;i:~ 1D 15 

NATURAL GAS 
2.7% 

BTU's• 275x 10 15 

Soy:;ce; FU.- Project Independence ?-1:3 

PRESENT U.S. CONSUMPTION 

[Annex F] 

U.S. crude oil daily averages in thousands of barrels per day production 

Date: Quantity Date : Quantity 

1964 ---------------------- 7,614 1969 ---------------------- 9,238 
1965 ---------------------- 7,804 1970 ---------------------- 9,637 
1966 ---------------------- 8,295 1971 ---------------------- 9,462 
1967 ---------------------- 8,810 1972 ---------------------- 9,441 
1968 ---------------------- 9,095 1973 ---------------------- 9,187 

NoTE.--4 weeks ending Dec. 13, **8,661. 
Sources: 

*API Annual Statistical Review (BuMines) September 1974, p. 13. 
**FEA Petroleum Situation Report, Dec. 13, 1974. 



APPENDIX B TO MINORITY VIEWS ON H.R. 1767 AS 
REPORTED 

Hon. \.VILLIAM E. SIMON, 
Secretary of the TreatJUry, 
WaBhinqton, D.O. 

OFFICE OF THE ATTORNEY GENERAL, 
WaBhinqton, D.O.,Janruary 14,1975. 

DEAR MR. SECRETARY: This is in response to your letter of January 7, 
1975 requesting my views as to compliance with § 232 of the Trade 
Expansion Act of 1962, as amended, 19 U.S.C. § 1862, and with ap
P.licable Treasury regulations, of the proposed procedures for adop
tion and the proposed contents of an amendment to Proclamation 
3279, Adjusting Imports of Petroleum and Petroleum Products into 
the United States, 3 CFR Proc. 3279, as amended. 

Proclamation 3279 was originally promulgated on March 10, 1959 
(24 Fed. Reg. 1781), after a finding by the Director of the Office of 
Civil and Defense Mobilization pursuant to 19 U.S.C. § 1352a (Pub. L. 
No. 85-686, § 8(a), Aug. 20, 1958, 72 Stat. 678) "that crude oil and 
the principal crude oil derivatives and products are being imported in 
such quantities and under such circumstances as to threaten to impair 
the national security," which finding was concurred in by the Presi
dent. As you are aware, that finding was based upon the facts that 
existed at that time, an overproduction of petroleum in the world mar
ket with a consequent extremely low price for foreign petroleum which 
discouraged domestic exploration and production. No one doubts that 
the findings was accurate, and a proper basis for the Proclamation, in 
1959,1 but the question arises whether it is a lawful basis for the pres
ently contemplated modification of the restrictions, especially in light 
of the drastic change from the factual situation which provided the 
basis of the 1959 finding. Today the world is faced with high prices 
and threatened cutbacks in production, and the United States has 
recently suffered an oil embargo by many producing states. 

Section 232 (b) of the Trade Expansion Act, as amended, 19 U.S.C. 
~ 18~2 (b), after setting forth tfie requiren_ient for a;n investigation and 
findmg of a threat to the natrnnal security, provides that the Presi
dent" ... shall take such action, and for such time, a8 he deems neces
sary to adjust the imports of such article and its derivatives so that 
such imports will not so threaten to impair the national security." 
(Emphasis supplied.) 

The normal meaning of the phrase "such action," in a context such as 
this, is not a single act but rather a continuing course of action, with 

1 I,n ?'e:cair Am. A.sphalt Corp. v. Walker, 177 F. Supp. 315 (S.D. Tex. 1959). the Pres!· 
dents Judgment that the facts called for exercise of his authority was held not subject to 
judieial review. 
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respect to which the initial investigation and finding would satisfy 
the statutory requirement. This interpretation is amply supported by 
the legislative history of the provision, which clearly contemplates a 
continuing process of monitoring and modifying the import restric
tions, as their limitations become apparent and their effects change. 
See e.g., the comments on the floor of the House by Congressman 
Cooper, floor manager of the bill which adopted the provision: 2 

"The President would not only retain flexibi1ity as to the particular 
me~sure which he d~ms ap.P~C!priat~ to take, but, having taken an 
action, he would retam flex1b1hty, with respect to the continuation, 
modification, or suspension of any decision that had been made." 3 

The Conference Report on the bill stated with reference to§ 232(b) 
~hat "it is ... the understanding of all the conferees that the author
ity granted t;o the President under this provision is a continuing au
thority .... 'H. Rep. No. 745, 84th Cong., 1st Sess. 7 (1955). The 
1958 amendments to§ 232(b) were aimed at eliminating the same sort 
of wastefulness and duplication of effort which 1t requirement of re
investigation for every modification of restrictions would produce. 
Bee S. Rep. No. 1838, note 2 supra. 
. The interpretation here proposed, ·whereby import restrictions once 
imposed can be modified without an additional investigation and find
ing, has been sanctioned by the Congress' failure to object to the Presi
dent's proceedin~ on that basis repeatedly during the past fifteen 
years. Proclamation 3279 has been amended at least twenty-six times 
since its issuance in 1959, see U.S.C. § 1862 note. Some of those amend
ments have been minor administrative changes: others have involved 
ma_jor alteration of the means by which petroleum imports were re
stricted; none have been preceded by a formal § 232 (b) investigation 
and ~ding. The force of congressional acquiescenre in this practice is 
particularly strong since Congress has, during that period. twice 
amended the very provision in question-the last time only a' month 
ago. Of. Sawbee v. Busto8, -- U.S.--,--, 43 USLW 4017, 4021 
(Nov. 25, 1974). 

The foregoing does not imply that the statute contemplates modifi
cation of restrictions without any Presidential determination that 
the_modificati<.m is necessary to protect against imports that threaten 
nat10nal security. To the contrary, not only for modification hut even 
for continuation of restrictions the statutory scheme presumes that 
the President will monitor, through the appropriate agency (now the 
Department of the Treasury). the factual situation and the effective
ness of his measures in meeting it. The point, however, is that this 

• 19 U.S.C. § 1862(b} has Its origin in Section 7 of the Trade Agreements Extension Act 
of 1955. 69 Stat. 166. It was originally codified to 19 U.S.C. § 1352a. In the Trade Agree· 
ments Extension Act of 1958, Pub. L. No. 85-686. § B(a) Ang. 20, 1958, 72 Stat. 678, the 
wording of the subReetion was slightly changed RO as to increase the President's flexibility 
and power, see S. Rep. No. 1838, 85th Cong., 2d sess., 1958 U.S. Code Congressional and 
Administrative News 3614, and a new subsection was added which Is now 19 U.S.C. 
§ 1862(c). In 1962 the entire section was reenacted as § 232 of the Trade Expansion Act 
of 1962, Pub. L. No. 87-794, Oct. 11, 1962, 76 Stat. 877, and codified to 19 V.S.C. § 1862, 
without chauge In meaning or intent. see S. Rep, No. 2059, 87th Cong., 2cl sess., 1962 U.S. 
Code Congressional and Administrative News 311R Most recently the Tra<le Act of 1974, 
Pub. L. No. 93-618, § 127(d), made further slight amendments In the investigative 
procedure. 

3 101 Cong. Rec. 8160·-61 (1955). Because these remarks were made in ampllfvlng the 
Conference Report by the Honse floor manager, they are entitled to be given t'he same 
weight as a supplemental committee report. S'ee D11plea: Printing Pres& <Jo. v. Deering, 254 
U.S. 443, 474-75 (1921 ). 
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monitoring, both for continuation and for modification, does not have 
to comply with the formal investigation and finding requirements 
applicable to the original imposition of the restriction. And there is 
nothing to indicate that this rational scheme somehow changes when 
the factual basis on which a threat to the national security is found 
changes from that which governed the original determination. Such 
a distinction not only has no foundation in the statute or its legisla
tive history; it is also unworkable, since facts constantly change and 
there is no apparent criterion for determining when the change is 
significant enough to give rise to a reinvestigation and renewed finding 
requirement. 

My conclusion that there is no legal requirement for a new § 232 (b) 
investigation and finding in order to issue the proposed Proclamation 
does not preclude your making a specific investigation and finding if 
you wish to do so in connection with the constant monitoring which 
the statute envisions. Such discretionary action would not be subject 
to the requirements of § 232 (b) nor to the Treasury regulations ( 31 
CFR Part 9) relating to that section. Moreover, even if it were, there 
is no doubt that you would not be required to give notice, allow for 
public comment, or hold public hearings on the matter. Section 232 (b) 
states that "the Secretary shall, if it is appropriate and after reason
able notice, hold public hearings ... " (Emphasis added.) There is 
no evidence in the report of the committee which drafted this lan
guage, S. Rep. No. 93-1298, 93d Cong., 2d Sess. 96 (1974), that it is 
meant to establish a standard any more specific or restrictive than its 
language implies. Your own regulations require public notice npon 
undertaking an investigation and allow for public comment, 31 CFR 
§ 9.7 (b) ; and they provide for public hearings when the Assistant 
Secretary deems it appropriate, 31 CFR § 9.7 ( f). But these pro
viaions can be varied or dispensed with in emergency situations or 
when, in your judgment, national security interests require, 31 CFR 
§ 9.8. Your letter states that you have determined in the present case 
that national security interests require a most speedy investigation 
which would not allow for notice and hearings or comments. This 
reason fully suffices for dispensation from any such requirements of 
the statute and the regulations. 

There remains for consideration the question whether § 232(b) 
authorizes the types of measures adopted by the proposed Proclama
tion to restrict imports of petroleum and petroleum derived products. 
It is clear that § 232 grants the President the broadest flexibility in 
determining what measures to use to restrict imports, as well as in 
modifying the restrictions in light either of changed circumstances 
or of evidence that existing restrictions were insufficient. The language 
of the section, "take such action ... as he deems necessary," reflects 
this, and the legislative history reinforces it. 

The report of the Committee which drafted this provision stated 
that the President was to have the authority to take "whatever action 
is necessary to adjust imports." (Emphasis supplied.) S. Rep. No. 232, 
84th Cong., 1st Sess. 4 (1955). On the floor of the Senate, Senator 
Milliken, who with Senator Byrd actually drafted the provision as an 
amendment to the House bill, stated that: "It grants to the President 
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authority to take whatever action he deems necessary to adjust im
ports .... He may use tariffs, quotas, import taxes, or other methods 
of import restrictions." (101 Cong. Rec. 5299 (1955).). 

Senator Barkley, also a member of the Senate Finance Committee 
which added this section to the bill, stated that the President can 
" ... impose such quotas or take other steps as he may believe to be 
desirable in order to maintain the national security." (101 Cong. 
Rec. 5298 ( 1955) ) . 

Senator Bennett, again a member of the Senate Finance Committee, 
commented on the powers the President could give to the Office of 
Defense Mobilization, saying that-" ... they will have at their com
mand the entire scope of tariffs, quotas, restrictions, stockpiling, and 
any other variation of these programs." (101 Cong. Rec. 5588 (1955) ). 

The Conference Report made clear that the President's flexibility in 
choosing the means extended not merely to his initial action but also 
to any modifications that he might make in light of changed cir
cumstances. H. Rep. No. 745, supra; see the floor remarks of Congress
man Cooper, quoted at page 3, supra. The 1958 amendments intended 
no change in this flexibility and discretion. The Senate Report stated: 
"As was the purpose when the national security section was added 
in the 1955 extension of the act, the amendments are designed to give 
the President unquestioned authority to limit imports which threaten 
to impair defense-essential industries." (S. Rept. No. 1838, supra). 

A broad interpretation of the President's powers under § 232 (b) 
has been concurred in by the courts. As stated in Pan.coastal Petro
lewrn, Ltd. v. Udall, 348 F.2d 805, 807 (D.C. Cir. 19'65), "The law 
confers discretion on the President in broadest terms." 

Against this background, there is no doubt that the devices em
ployed in the draft Proclamation are within the authority of § 232 (b). 
These include a return to the tariffs eliminated by Proclamation 4210 
of April 18, 1973, and an increase in the license fees established by the 
same Proclamation. Both tariffs and license fees are traditional means 
of r~~tricting imports and certainly envisioned by the statutory 
prov1s10n. 

Sincerely, 
WILLIAM B. SAXBE, 

Attorney General. 



X. ADDITIONAL MINORITY VIEWS OF HON. JERRY L. 
PETTIS 

A comprehensive energy and economic program was proposed in 
the State of the Union Message two weeks ago. It is a necessarily com
plex answer to a complicated problem. It is preferable to many other 
proposed partial or simplistic alternatives and far superior to the most 
destructive option of all: doing nothing. 

The first step to implement this program was taken when the Presi
dent acted to impose an import tax on crude oil, beginning Feb
ruary 1. This tax will be linked to an equalization plan to spread the 
financial burden throughout all regions of the country. 

In H.R. 1767, a step backward is being taken. This bill would do two 
things. First it slows down the President's energy program by pro
hibiting him from imposing the import tax for 90 days. Then, in an 
effort to prevent a veto, it includes in the same bill an increase in the 
temporary debt ceiling required so the government can pay its bills 
after mid-February. 

It has been 15 months since the Arab oil embargo. Action is needed 
now, not further delay. "Time" can no longer serve as an excuse for 
postponing the beginning of a concerted national energy program. 

Given their past repeated failures, it is unlikely that the Demo
cratic leadership in any amount of time will develop comprehensive 
solutions to the energy problem. 

Last December, the Democrats tried in Kansas City to address them
selves to energy and economic problems, and again in mid-January, 
the House Democratic Caucus attempted to articulate a comprehensive 
answer. 

They have not succeeded because in the current situation there are 
no easy, pleasant solutions. After 15 months, 90 more days will not 
change this basic truth. Sacrifice and readjustment are unpleasant 
but necessary realities. Rationing, a frequently-mentioned alternative, 
makes a good talking point, but if enacted would prove far less equit
able or effective in meeting national goals than the President's energy 
package. 

After over a year of energy "crisis" we can afford no more delay. 
The President has indicated a willingness to compromise all but 
the need for balance in the final formula. Nevertheless, i£ the Demo
cratic Congressional leadership insists on continuing their tactic of 
"confrontation politics" over this measure, then Republicans in the 
House should be prepared to vote to sustain a veto of this bill. Far 
preferable would be constructive Congressional action to consider, 
modify if required, and enact a comprehensive energy program. 

JERRY L. PETITS. 
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XI. SEPARATE MINORITY VIEWS OF 
HON. JOHN J. DUNCAN 

I am in agreement with the minority views relating to the merging 
of the debt limit bill with the bill to delay petroleum import fees. 
As stated, the combining of these two unrelated measures in a single 
legislative package is unprecedented and irresponsible and leads in
escapably to the conclusion that the Democr~c Majority on the Ways 
and Means Committee is playing politics with the economic and 
energy problems of our country. , 

It has never been a pleasant matter for me to vote to raise the Fed
eral debt limit. However, if the authority to increase the present 
statutory limit is not granted by February 18, the government will 
be unable to pay its obligations after this date. 

For these reasons, I am opposed to H.R. 1767, in its present form. 

JOHN J. DUNCAN. 
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XII. SEPARATE MINORITY VIEWS OF 
HON. DONALD D. CLANCY 

My remarks will be directed to the amendment adopted by the Com
mittee which would increase the National Debt. The serious and dan
gerous position that this nation finds itself in today is the result of 
the unbridled ding of this government, in both the Executive and 
Legislative Br , past and present. There is a simple answer to 
the reason of this legislation being considered today and that is that 
we have not exercised sufficient fiscal restraint which would have 
eliminated the necessity to increase our National Debt. Our National 
Debt is so astronomical that it is estimated that we will spend ap
proximately $33 billion for interest alone on the debt in this fiscal year. 
It is the third largest item in the Federal Budget. 

It is clear to every American that Congress has failed to control 
Federal spending in a manner that would result in a balanced budget, 
which most of us advocate and have urged for many years. We have 
failed to institute proper bud8etary controls that are so necessary 
to restore a health economic chmate. A balanced budget can only be 
restored by deeds and not words that I have heard too often in the 
debate on this issue that we are considering today. I have heard the 
same arguments in past years. 

Each Administration knows fully well that even if an unbalanced 
budget is proposed, it is very easy to have Congress approve the 
spending proposals and later approve debt increases to provide for the 
deficit. I have listened too long to the faulty argument that "we must 
honor our obligations". We have a paramount obligation to restore 
fiscal responsibility that this argument glibly sidesteps. We can honor 
this paramount obligation by curtailmg unnecessary expenditures 
rather than ritualistically providing another huge increase in the debt 
limit. 

By adopting this legislation, this government will go to the money 
market and borrow once again enormous sums from the private sector 
which, of necessity, has an adverse effect upon the entire economy of 
our country. We will further place pressure on interest rates which 
contributes greatly to inflation, which we are experiencing in great 
measure today. A major problem in Congress today is that there are 
to few willing to cast a vote against spending measures that send the 
debt higher and higher each year. 

We can put our financial house in order by exercising restraints in 
spending and notifying this Administration and those of the future 
that Congress will not, by a wave of a wand, permit them to borrow 
so easily to provide for the deficit that they advocate in their budgets. 

Budget control and effective restraint have been neglected too long 
and the ultimate result has been more taxes and more inflation for our 
people. These are why I oppose this measure at this time. 

DONALD D. CLANCY. 
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XIII. SUPPLEMENTAL MINORITY VIEWS OF HON. BILL 
FRENZEL, HON. WILLIAM A. STEIGER, HON. JAMES G. 
MARTIN, AND HON. L.A. BAF ALIS 

The bill (H.R. 1767) to suspend the President's authority for three 
and one-half months to control oil imports through imposition of 
fees is a matter of grave concern. Its alleged purposes are suitably 
lofty, and it offers a haven for those who are genuinely concerned by 
(1) the possibility of regional inequity, (2) the possibility of abrupt 
energy price increases to consumers, and/or (3) the apparent change 
of legislative/executive dialogue from negotiation to confrontation. 

All of these questions concern us. We are worried that the regions of 
this country that are heavily dependent on imported oil, including our 
states of Minnesota, Wisconsin and Florida will be obliged to sacri
fice more than other areas, which are less dependent. 

We also regret that the hearing processes of the Trade expansion 
Act were not used. Our overall national dependence on offshore oil 
makes our situation grim-perhaps an emergency. We believe the 
Administration can be faulted for at least not sooner revealing the 
details of the equalization system, if not for skipping the hearing 
process altogether. 

The quest10n of whether the Executive has acted overaggressively 
or arrogantly is, in the long run, perhaps even more serious. The 94th 
Congress really has not had time to review the conditions, evaluate the 
alternative policies and participate fully in the final policy choice. 

These valid concerns make it easy to ignore or to dismiss a series 
of valid counter concerns. First is the need. an urgent need if we fol
low Administration logic, to establish a national policy to reduce our 
overall dependence on foreign oil. Second, but perhaps more impor
tant, is Congress' track record of utter failure in energy policy. That 
record is buttressed by the disinterest or inability of the majority 
party, even to begin serious efforts to establish energy policy. 

Congress rejected, even in the middle of the embargo crisis, a standby 
rationing plan. Last Fall, the Congressional majority ridiculed. an 
increase in the gas tax. Congress, or at least its majority leadership, is 
unwilling to make the hard choices needed for energy conservation. 
It is happier criticizing the President than in dealing with painful 
reality. The Presidential prod may be a little heavy-handed, but, on 
the record, it seems necessary. 

The Secretary of the Treasury and the President have stated that 
the Administration is not committed to complete the second and third 
fee increases, scheduled to occur March 1 and April L respectively, 
provided Congress makes prog-ress on a reasonable conservation plan. 
On the contrary, the Administration is committed to work with Con
gress in its plan. a modification or even a different alternative. The 
President's oft-repeated willingness to work with us takes much of the 
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sting ~mt of the ~pparent confrontation. That willingness gave us a 
Transit compromise last November. 

The phasing of the import fees lends support to the Administra
tion's contention ~hat it wishes to prod the Congress to action gently. 
Prompt Congressional action on an energy policy could prod the im
port fee, and thus the price effect on consumers, to a modest level. 
~h~ Presidential proclamation specifically exempts refined products 
m. 1~s ~rst stage, so the im~riediat~ fears of regional inequity will be 
m1m~ized. _The gradually-mcreasmg tax schedule will bring gradu
ally-mcreasmg pre~su.re on Congress to establish itf? own program or 
to accept some varrnt10n of the President's pro()'ram. 

Stated in simple terms, there is nothing in th~ Administration pro
gram to prevent the Congress from acting. On the contrary, the Presi
dent has pleaded . with Congress to take action, and his proposal is 
cal?ulated to provide the greatest-possible incentive for Congressional 
action. 

Re~urning specifically to the oil cost-equalization plan, the Admini
str11:tion, through a variety of official witnesses, has assured us of its 
eqmty. That equalization program is absolutely essential to any 
energy policy based on price allocation-even the existing policy al
ready forced upo~ us by the OPEC price policy. One program was 
announced and withdrawn by FEA. The second is announced and its 
equity vouched for. But its d'etails, if fully announced, are onlv dimly 
perceived by ourselves. · · 

Our support of, or acquiescence to, any policy, is conditioned ab
solutely on energy-price equity. What is required, we believe, is not 
exactly equal energy prices everywhere, but equality (in extra dollars 
of cost, not percentages) in additional energy costs under a new pro
gram of mandatory energy conservation. We believe the Administra
ti~n is fully committed to such a program by its official statements to 
this c<?mmittee, and our vote against H.R. 1767 is solidly based on this 
commitment. 

Departing from the merits, or the intentions, of H.R. 1767, its spon
sors admit that it lea~es the Pre~ident powerless to protect the people 
of our country at a time of nat10na~ emergency other than outright 
war. An embargo would be snch a nat10nal emergency. 

Congress has proved it can't act quickly. This bill prevents the 
President from allocating by price. A number of self-appo-inted energy 
gurus in the Congress have stated that the President has no rationing 
powers. During an embargo. the distribution of crude and refined oil 
products would be governed by the law of the jungle, or the law of 
the black market. Those with the time to wait, or the resources to in
fluence, would be the recipients of oil products. Others, particularly 
working people and the poor, would be losers. 

An even further departure from the merits of H.R. 1767 is its mar
riage to the Debt Ceiling Bill. The Debt Bill has been attached as a 
crutch to prop up H.R. 1767. The marriage of two separate bills is 
invariably bad policy, no matter how convenient it seems at the time. 
Each time we abandon our own standards, we move closer to the Sen
ate system. of anarchy which we all pretend to deplore. 

A vote against this unfortunate marriage is justified on procedural 
grounds alone. Other procedural irregularities mar the bill. We had 
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to vote to suspend our own rules to consider it. We had to marry two 
bills with no relationship. And we had to consummate the unholy mar
riage by the use of proxies. Altogether, the performance was unworthy 
of a Congress which gives lip service to reform. 

The Debt Limit Bill is frighteningly high, but Congress has spent 
every penny and the bills are now due. The Committee record has 
been sperad with exclamations of shock and outrage, but many of 
them originate from those who have voted for every spending pro
gram and have criticized the Executive every time he has tried to 
hold back spending. 

The debt and the deficit are a national disgrace, and all of us can 
share some of the blame. But, it is well to remember that Congress is 
the champion spender of all time and that no President ever spent 
any money which was not first appropriated by Congress. 

Reviewing all the considerations and acknowledging many reserva
tions and misgivings, we feel compelled to vote against H.R. 1767, 
which would suspend the President's power to levy an oil import fee. 
Some of our sympathies are with it, particularly as noted herein; but, 
on balance, it is unwise. The President's tax proposal may be a crude 
~timulu~, but it seems to be the only prospect of stirring the Congress 
mtoaction. 

BILL FRENZEL. 

WILLIAM A. STEIGER. 

JAMES G. MARTIN. 
L.A. BAFALIS. 



XIV. ADDITIONAL MINORITY VIEWS OF HON. BILL 
FRENZEL AND HON. WILLIAM~\. STEIGER 

Subsequent to the completion of our earlier remarks, the Commit
tee voted 17 to 16 to seek a closed rule on H.R. 1767 with a waiver of 
all points of order. 

"\Ve do not believe that closed rules should be completely eliminated, 
but we strongly believe they should be used sparingly. For this bill, 
we believe the closed rule is totally unwarranted. The House should 
have the ability to consider amenclments without restriction. 

It is just such wanton use of the closed rule as this which has led 
reformers to try to eliminate it. If we continue to lean on the closed 
rule as a crutch to our distrust of representative government, we de
serve having our crutch taken a way for good. 

The same is true of the waiver of points of order. There is a point 
of order that should be waived. There is no need to waive all points 
of. order. The waiver is a dictatorial process that breeds sloppy Com
mittee work. 

We believe the rule requested gives further procedural reasons to 
oppose this bill. 
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BILL FRENZEL. 
"WILLIAM A. STEIGER. 




