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TO THE HOUSE OF REPRESENTATIVES:
I am returning H.R. 1767 without my approval.

The

purposes of this Act were to suspend for a ninety-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 import
adjustment action, with respect to petroleum 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 ninety-day period.
I was deeply disappointed that the first action by
the Congress on my comprehensive energy and economic
programs did nothing positive to meet America's serious
problems.

Nor did it deal with the hard questions that

must be resolved if we are to carry out our responsibilities
to the American people.
If this Act became law, it would indicate to the
American people that their Congress, when faced with hard
decisions, acted negatively rather than positively.
That course is unacceptable.

Recent history has

demonstrated the threat to America's security and economy
caused by our significant and growing reliance on imported
petroleum.
Some understandable questions have been raised since
my program was announced in January.

I am now convinced

that it is possible to achieve my import goals while
reducing the problems of adjustment to higher energy
prices.

Accordingly:
I have directed the Administrator of the Federal
Energy Administration to use existing legal
authorities to adjust the price increases for
petroleum products so that the added costs of

2

the import fees will equftably balance
gasoline prices and the trices for other
petroleum products, such! as heating oil.
t

These adjustments for

ga~oline

will not be

permanent, and will be p~ased out.
To assist farmers, I am

p~posing

a further

tax measure that will rebat~ll of the
increased fuel costs from the
for off-road farm use.

~w
\

import fees

This par~icular rebate

\

program will also be phased out. ;This proposal,
i

which would be retroactive to the \date of the
I
new import fee schedule, wil~ sub,tantially
lessen the adverse economic

~mpacf

on

agricultural production, and will(reduce
price increases in agricultural p*oducts.
\
These actions will ease the adjustment ~o my conservation program in critical sectors of the Natidn while still

~orts.
prog~m and

achieving the necessary savings in petroleum
Some have criticized the impact of my
called for delay.

But the higher costs of the

ad~d
\

import fees would be more than offset for most fami\I.ies

\

and businesses if Congress acted on the tax cuts anq

\

rebates I proposed as part of my comprehensive energX
program.
The costs of failure to act can be profound.

Delaying

enactment of my comprehensive program will result in
spending nearly $2.5 billion more on petroleum imports
this year alone.
If we do nothing, in two or three years we may have
doubled our vulnerability to a future oil embargo.
effects of a future oil embargo by foreign suppliers
would be infinitely more drastic than the one we
experienced last winter.

And rising imports will

The
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continue to export jobs that are sorely needed at horne,
will drain our dollars into foreign hands and will lead
· to much worse economic troubles than we have now.
Our present economic difficulty demands action.
But it is no excuse for delaying an energy program.

Our

economic troubles carne about partly because we have had
no energy program to lessen our dependence on expensive
foreign oil.
The Nation deserves better than this.

I will do

all within my power to work with the Congress so the
people may have a solution and not merely a delay.
In my State of the Union Message, I informed the
Congress that this country required an immediate Federal
income tax cut to revive the economy and reduce unemployment.
I requested a comprehensive program of legislative
action against recession, inflation and energy dependence.
,.

I asked the Congress to act in 90 days.
In that context, I also used the stand-by authority
the Congress had provided to apply an additional dollar-abarrel import fee on most foreign oil corning into the
United States, starting February 1 and increasing in March
and April.
I wanted an immediate first step toward energy
conservation

the only step so far to reduce oil imports

and the loss of American dollars.

I also wanted to prompt

action by Congress on the broad program I requested.
The Congress initially responded by adopting H.R. 1767
to take away Presidential authority to impose import fees
on foreign oil for 90 days.
Although I am vetoing H.R. 1767 for the reasons stated,
I meant what I said about cooperation and compromise.
Congress now pledges action.
time for such action.

The

I offer the Congress reasonable

I want to avoid a futile confrontation

which helps neither unemployed nor employed Americans.
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The most important business before us after 50 days of
debate remains the simple but substantial tax refund I requested for individuals and job-creating credits to farmers

I

l

and businessmen.

This economic stimulant is essential.

Last Friday, the majority leaders of the Senate and House
asked me to delay scheduled increases in the import fees on
foreign oil for 60 days while they work out the specifics
of an energy policy they have jointly produced.

Their policy

blueprint differs considerably from my energy program as
well as from the energy legislation now being considered by
the House Committee on Ways and Means.
I welcome such initiative in the Congress and agree
to a deferral until May 1, 1975.

The important thing is

that the Congress is finally moving on our urgent national
energy problem.

I am, therefore, amending my proclamation

to postpone the effect of the scheduled increases for two
months while holding firm to the principles I have stated.
It is also my intention not to submit a plan for decontrol
of old domestic oil before May 1.
I hope the House and Senate will have agreed to a
workable and comprehensive national energy legislation.
But we must use every day of those two months to develop
and adopt an energy program.

Also, I seek a legislative

climate for immediate action on the tax reductions I have
requested.

It is my fervent wish that we can now move from

points of conflict to areas of agreement.
I will do nothing to delay the speedy enactment by the
Congress of straight-forward income tax cuts and credits by
the end of this month.
Under present conditions, any delay in rebating dollars
to consumers and letting businessmen and farmers expand,
modernize and create more jobs is intolerable.
,.·

::.

.

'

I;'
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I do not believe the Congress will endanger the future
of all Americans.

I am confident that the legislative

branch will work with me in the Nation's highest interests.
What we need now is a simple tax cut and then a
comprehensive energy plan to end our dependence on foreign oil.
What we don't need is a time-wasting test of strength
between the Congress and the President.

What we do need is

a show of strength that the United States government can act
decisively and with dispatch.
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15, 1975,-and before the beginning
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on my comprehensi-ve energy and economic programs did nothing to
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The most· important business· before us a.f·ter 50 _days
of debate remains the simple tax refund I

re~~estea

for

individuals and j ob-crea_ting __c.redits to farmers· and businessmen.
Last Friday the majority leadership

~f

·the Senate and

House asked me to-delay the scheduled increase in the tariff
on

foreig~

oil for 60 days while they work out the specifics

of an energy policy they have jointly produced.

Their po1icy

blueprint differs considerably ·from my ~nergy program as we11
as from the

~nergy

legislation now being considered by·the

.-.

House Committee on_Ways and Means.

·-.·· ....-···
·. ..,. ..•.

-

~i. ":' ............ .

•.

. .. ..
~

··"·.·

"

•

, . · ; ... c .... -.:·

"'

agree/ to a

~til

May 1,. 1975.

I am, therefore,
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~mending my tariff proclamation to d8fe~ the scheduled

incr.eases for the two more months requested.by the Congress.
while holding firm to the principles I have stated,

•

also my intention not to

·Sub~

a plan

for~ontrol

It is

I

of

~
old/oil before May 1.
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By May 1, hopef"ully, the House an~· Senate will have.
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agreed to a workable and comprehensivejenergy p~~ f~~~~---

lAJ e IJ.eAJBut we must use every day of those .:::months
and adopt an energy program.
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climate for immediate action on the tax reductions I have
requested.

It is my fervent wish that we can now move

from points of conflict to areas of agreement.
No arbitrary stand of the President should delay even
.
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for a day the speedy enactment by the Congress of
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. tax cuts ~Ileh I want by the end of this month.
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-8to consumers and letting businessmen and farmers expand, modernize
and create more jobs is intolerable.
I do not believe the Congress will.e.ndanger the future·

l-z~

ol all Americaris.

I am confident that the legislative

~

with me in the Nation's highest interests.

will

~work

comprehensive energy plan to end our dependence on
What we don't need is a time-wasting test of strength
between the Congress and the President.
a show of strength that the

U~ited

States

What we do need is
govern~ent

act decisively.and with dispatch.
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can

(Friedman)

March 4, 1975

VETO MESSAGE TO THE HOUSE OF REPRESENTATIVES -- H.R. 1767
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returningl~Y approval~•r. .~~±•f~~~.•

The purposes

of this Act were to suspend for a ninety-day period the authority
of the President under section 232 of the Trade Expansion Act of

1~62

or any other provision of law to increase tariffs, or to take any
other import adjustment action, with respect to petroleum or products
derived therefrom; to negate any such action which may be taken
I

by the President after January 15, 1975, and before the

~eginning

of such ninety-day period.
I was deeply disappointed that the first action by the Congress
•·

.rr~
on my comprehensive energy and economic programs did nothing to

"

meet America's serious problems.

Nor did it deal with the hard

questions that must be resolved if we are to carry out our respon-

q}_
sibilities to the American people.

"
,A,j- ~v ~~
wo::u:ut==be

that

rr-
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set" by=f1i"i"s Ae C is t:he : le "r s; ~ to the American people

the~

Congress, when faced with hard decisions, acted negatively

rather than positively.
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That-course is

histbry-has

u~acceptable.--Rec~fit

~~mo~strated·

tJ,-r-.( J.c.1l1i'(}
the threat to America's security caused by our significant and

,,
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growing reliance

was'~nnounced in January.

I am now convinced that it is possible

to achieve my import goals while reducing the problems of adjustI

I

ment to higher energy prices.

Accordingly:

i

.;

I have directed the Administrator of the Federal Energy
Administration to use existing legal authorities to

that the added costs of the import fees will equitably
balance gasoline prices and the prices for other petroleum
products, such as heating oil.

These adjustments for

gasoline will not be permanent, and will be phased out.

Ii

·!

-- } I am proposing a

tax measure that will rebate

I
l

!

all of the increased fuel costs from the new import fees
for off-road farm use.
will also be phased out.

I

. I

This .particular rebate program
Th::i..s proposal, which wo-uld be
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retroactive to the date of the new import fee schedule,
will'substantially lessen the adverse economic impact
on agricultural production, and will reduce price
increases in agricultural products.
Th€se actions will ease the adjustment to my conservation
program in critical sectors of the Nation while still achieving
the necessary savings in petroleum imports.
Some have criticized the impact of my program and called for
delay.

But the higher costs of the added import fees would be more

the tax cuts and rebates I proposed as part of my comprehensive
energy program.
The costs of failure to act can be profound.

Delaying enact-

ment of my comprehensive program will result in spending nearly
$2.5 billion more on

p~troleum

If we do nothing, in two

imports
o~

thi~

year-alone.

three years we may

our vulnerability to a future oil embargo.

hav~

doubled

The effects of a future

•I
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than_the one

And rising imports will

continue to export jobs that are sorely needed at home, will drain
our dollars into foreign hands and will lead to

~
~ worse economic

troubles than we have now.
Our present economic difficulty demands action.
no excuse for delaying an energy program.

11.1ro~

came
ou~

~bout ~

But it is

Our economic troubles

~
because we havejno energy program to lessen

dependence on expensive foteign oil.
The Nation deserves better than this.
- --------- --- --------

I will do all within
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my power to work with the Congress so the people may have a solution and not merely a delay.
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In my State of the Union Message, I . * Congress
that this country required an immediate Federal income tax
cut to revive thececonomy and reduce unemployment.
I requested a comprehensive- program of legislative
action against recession, inflation and energy dependence.

q () SJA y..s.

11\J
I asked the Congress

~o

act

~r

Ap;jl

ls Ei

In that context, I also used the stand-by authority
the Congress had provided to apply an additional dollar-abarrel

~~fu-on most foreign
~tiff

oil coming into the United

States, starting February 1 and increasing in March and April.
I wanted an immediate first-step toward energy
conservation -- the only step so far to reduce oil imports
and the·loss of American dmllars.
Congress on the broad program I requested.

~~

The Congressjresponded by

adopti~g

H. R. 1767

~o

~fon!~

take

,

away Presidential authority to impose tariffs on foreign·oil
for 90 days.
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Although I am vetoing H, R. 1767 for the reasonS
stated, I meant what I

said about cooperation and

The Congress now pledges action,
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offer the Congress
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reasonable time for such action,
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of an energy policy they have jointly produced.

Their policy
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House Committee on_Ways and Means.
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the House and Senate will have
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agreed to a workable and comprehensive~energy

But we must use every day of those two months to develop
and adopt an energy program.

Alsoli seek a legislative

climate for immediate action on the tax reductions I have
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requested.

It is my fervent wish that we can now move

from points of conflict to areas of agreement •
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to consumers and letting businessmen and farmers expand, modernize
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and create more jobs is intolerable.
I do not believe the Congress will endanger· the future
of all Americans.
~will
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I am confident that the legislative

work with me in the Nation's highest interests.-
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3L

~~

~~
~~~~.:
on

simple tax cut and

comprehensive energy plan to end our dependence

-~~

---

What we don't need is a time-wasting test of strength

'
between the Congress and the President.

What we do need is

a show of strength that the United States government can
act decisively and with dispatch.

.f

94TH CoNGRESs} HOUSE OF REPRESENTATIVES {
1st Session

REPORT

No. 94-1

TEMPORARY SUSPENSION OF PRESIDENTIAL AUTHORITY 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, SEPARATE 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 import adjustment action, with respect to petroleum 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, having considered the same,
report .favorably thereon with amendments and recommend that the
bill 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 proclamation or executive order issued before January 16, 1975,
by the President under section 232(b) of the Trade Expansion Act of 1962.
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On page 4, after line 14, insert the following:
SEc. 5. (a) During the period beginning on the date of the
enactment of this Act and ending on .Jtme 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 he
temporarily increased by $131,000,000,000.
(b) Effective on the duJe of the enaotment of this Act,
the first section of the Act of .Tune 30, 1974, providing for a
temporary increase in the public debt limit for a period
ending March 31, 1975 (Public Law 93-325), is hereby
repealed.
I. SUMMARY

As originally introduced and as reported by the Committee, R.R.
1767 provides for the temporary suspension of the President's authority 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, 1975,
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, 1975, 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 beginning on the date of enactment any authority the President might have to adjust imports of
petroleum and petroleum products. Section 2 would negate any Presidential action to adjust petroleum imports taken after ,January 15,
1975, and before the date of enactment, and also provides for the
rebate of any duties or import fees or taxes levied and collected pursuant 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 declared, a national emergency
occurs, or certain situations involving the commitment of United
States Armed Forces arise. Section 4 of the bill, added by Committee
amendment, provides that H.R. 1767 shall not affect the import license
fee system on petroleum and petroleum products which was in effect
on January 15, 1975.
The other Committee amendment relates to the debt limitation.
The permanent debt limitation under present law is ~!00 billion.
Effective through March 31, 1975, present law also provides for a
temporary additional limit of $95 billion, giving an overall public
debt limit of $495 billion.
This bill provides for an increase of the present temporary 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 well as an
extension of this limit for three additional months.
The administration requested an increase in the debt limitation to
~604 bill~on through ,June _30: 19.76, and indic3:te~ in its supporting
mformahon that a debt limitatiOn of $531 bllhon would meet its
financing requirements through .Jnne 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!
statutory debt limitation
Fiscal year

Permanent

1947-54
___ -------------------------------------1955 through
Aug.--------------27. __ . _____ •• ____
•.••• ____ • __ ••• ____ •••
------- __
1955: Aug. 28 through June 30•• -----------------------------------1956- -------------- --------------------------------------------1957.---------------------------------------------1958 through
Feb. 25. _•• _____________ • _..•. _. _. _. ______-----------. _.... __ .••
1958: feb. 26 throul!h 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••.....•••••.. __ .•••••• __ ••• ____ ...•••

~~:~~:r~if :r~ui~May"28: ~~= ~

::::::::::::::::::::::::::::::::::

1963: May 29 through June 30......................................
1964 through Nov. 30.. -------------------------------------------1964: Dec. I through June 28 ...................................... .
1964: June 29 and 30 •. ---------------··---------------------------

1965---------.-- ------- ----------.----------- .... --------------1966. --- ------------------ --------- ------ ------------ ----------1967 through Mar. L ............ _...... ------ ... _.... __ . _________ .
1967: Mar. 2 through June 30.-------------------------------------

1968 1_- ---------------------------------------------------------

1969 through Apr. f>1 ______ ...... ------------------------------ ___ _

l~g t~~~:~~-u~~-30-,-_-_-:: .. :: ::::::::::::::::::::::::::::::::::::
m~ ~~~~~ l~~= ~~ :::::::::::::::::::::::::::::::::::::::::::::

19n through Oct. 31'---------------------------------------------

~~~~ ~~~~~~ ~:.~ ~ :::::::::::::::::::::::::::::::::::::::::::::

1974 through June 30 1 ___ ----------------------------------------1975 throul!h Mar. 31' .. ------- .. ____ --------- .. ____ . ------- _____ _
Proposed:
From enactment through June 30, 19751 ....... _____ ....... _____ _
After June 30, 19751 __________________________________________ _
t

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

285
285

285
285

39.0
39.0
43.0
45.0
51.0

358 -------------358
7. 0
358 ............. .
365
12.0
380
15.0
400
50.0
400
50.0

400
400
400
400

65.0
65.0

75.7
95.0

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

Total

215.0

275.0
281.0
281.0
278.0
275.0

280.0
280.0
288.0
290.0
295.0

293.0
298.0
300.0
308.0
305.0
307.0

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

Includes FNMA participation certificates issued in fiscal year 1968.

This committee amendment includes within the temporary debt
limit $14 billion for financing various Federal agency credit programs through the Federal Financing Bank. This action permits substantial 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 borrowing 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

H.R. 1767 is essentially a response, and a much needed response, to
the precipitous action taken by the President on January 23, proclaiming 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
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tax on crude petroleum, both imported and domestically produced, and
also import fees and excise taxes on petroleum products. By favorably
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 tlmt 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
Mf>.ssage, Chairman Ullman, after consulting with Committee members, wrote to the President on Jan nary 21, expressing his concern
with the proposed action by the President and requesting that the
President withhold Executive action until appropriate legislation consideration eould be given to all of the President's energy tax proposals.
Chairman Ullman stated in his letter to the President :
Col\Il\UTTEE oN '\VAYS AND MEANS.
U.S. Housrc OF REPR!';SENTATH·'Es,
Washington, D.O., ,January IJ!l, 1.9?'5.
Hon. GERALD R. FoRD,
President of the United States,
The White II ouse, Washington, D.O.
DEAR MR. PRESIDENT: This is in reference to your proposed action
of imposing a $1-$3-per -baiTf>l 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 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 tha,t yon are acting
under the national security investigation and Presidential finding of
1959 under which th~ import quota system on petroleum and petroleum
products was established some 15 years ago.
I am aware that the President in Februarv o£ 1973 changed the import quota system on petroleum and petroleum products to an import
license fee system without benefit of a new national security investigation and Presidential finding. Such action at that time was not broadly
questioned by the Congress, although many Members, including Members of the Committee on '\Vavs and l\feans, had reservations concerning the basis of that action:rnder H.R. 14462, as re.ported by the
Committee on '\Vays and Means, any import restriction on petroleum
under Section 232 would have become subject to specific l{'gislative
critRri'a. Also reflecting those concerns are the new procedural and reporting requirements which W<:'re addf'd 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 drastical1y change (merely by issuing executive
orders) restrictions on imports of petroleum products without benefit
of the statutory investig-ation and findings required by that provision.
It can be recognized that the President from time to time would find
it necessarv to make some changes in the program of adjusting imports
nnder Sed:ion 232 in light of changing circumstance.<;. 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 increased dependence on imports of petroleum
and petroleum products. The question is how best this situation can
be dea1t with in light of completely different circumstances in 1975?
The divergence of economic interests involved in the existing complicated import lic!'nse fee system on oil imports w·ill be exacerbated
by the additional, and chan~ing level of import fees which you propose to impose under Presidential authority. The changing costs and
price conditions which the import fee will create are not conducive to
sound legislation.
As you have implied in your message to the Congress. the energy
and indeed the economic problems ''e face call for comprehensive 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 petroll'um and petroleum products, but await appropriate legislative action. As I am sure you are aware the Committee on Ways and
Means is responding to your request for action by making your proposal the first order of business.
Sincerely yours,
AL ULLMAN, Chairman.
Subsequently, the Committee held a hearing on ,January 22, and at
that hearing Secretary of thl' 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 investigation Secretary Simon had requested on January 4, 1975. under the
national security provisions, of section 232 of the Trade Expansion
A~t of 1962. The .investigation was completed January 13, and transmitted to the Pr!'Sident ,Jan nary 14. 1975.
Despite the existence of an "import license fee systl'm on petroleum
and petroleum products under section 232. despite the provision for
public hearings or other appropriate forms by which interested parties
could offpr their views, and despite an express!'d int!'rest by the Committee on "rays and Means in the 93rd Congress concerning the use of
section 232 to limit imports of petroleum in the absence of le<Tislative
guidelinl's, the Administration chose not to hold public heari~gs and,
indeed, chosl' not to make public until .January 22 the fact that a section 232 inwstigation ha~ been requested and completed.
On ,January 23, the Prl'sident issued his Executive Order proclaiming import fees on petroleum and petroleum products which would
bring in revenues of about $200 million during the first three months
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and $400 million monthly by April1975 according to the Administration. 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 OJ<' 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 mandatory 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.
A mendmen.t of import licen8e fee system,
The Proclamation provides that the phase-in schedule of import
license fees under the present system and the preferential longer phasein fee schedule for imports of motor gasoline and other finished products 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 been achieved as of November 1,1975
under the present program.
The elimination of the longer phase-in of fee,s 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 schedule
The Proclamation increases the import fees under the present program 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 Aprill. For example, 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 reinstatement is nil, however, since the tariffs are subject to refund of equivalent amounts from the total fees paid.
"Entitlements" program
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 controls remain in effect. The purpose of this so-called "enti~lements"
program is to reduce the cost differentials b~twe~n. refiners w~th access
to lower cost "old" oil (currently under a pnce ce1lmg av~ragmg about
$5.25 per barrel) and refiners del?endent on more costly 1mpo~ted and
"new" domestic crude oil not subJect to price controls (averagmg <?ver
$11 :r,er barrel). The cost disparity is reduced by allocating low-pnced
"old' oil proportionately amonrr 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 issued to small refiners. The FEA will publish a list of the number of
entitlements issued each refiner.
Refiners with a lower share of "old" oil than the national average
in a particular month, for example, refiners heavily dependent on
imported crude oil, sell 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 of crude oil supply.
Under the present allocation regulations, residual fuel oil and No.
2 fuels (heating oil and diesel fuel) receive an entitlement valued at
apl?roximately one-third of the crude entitlement value. These regulations are bemg amended to eliminate such entitlements for products.
Entitlements" for products are replaced by reductions in fees to importers of all 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 Aprill.
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 remain 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
subject 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 reimbursed, 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 refined 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 imported product. Since this entitlement '"ill 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 refiners 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;
aud in April the net fee of $1.20 excludes $1.80 for the crude oil entitlement 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 Petroleum 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 withdrawn from warehouse. Under current price regulations, there will
be a minimum lag time of one month between importation or payment of the fees on imported crude oil or products and pass-through
of the price increase by the refiner or importer. For example, the first
fee on petroleum products would not be passed through until April.
Under the present license fee system, fees are refunded on imports
which are refined into products for export or incorporated into petrochemicals 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 petrochemicals for export and fees on imports of crude oil manufactured into asphalt.
However, under the present system, imports of crude oil and petroleum products are generally exempt from license fees on the volumes
under the allotments of the old import quota program. About 90 percent of crude imports and over 90 percent of r~sidual 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 existing fees until the allocation system terminates in 1980.
All petroleum and petroleum products imports will be subject, however, 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.
Economic I rnpa.ot
According to the Federal Enerb"Y Administration, the United
States now imports 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. The Administration estimates that the increase of $3.00 per barrel on imported crude oil and $1.20 on imported petroleum products
will increase average imported petroleum prices by about $.035 per
gallon.
The Administration has made public very little information about
possible price effects of the proclaimed increases in existing import
fees. The entire energyfackage is expected to cause a one-time increase
in the price indexes o approximately 2 percent. This Treasury Department estimate combines the primary and ripple effects of the total
$30 billion energy conservation taxes and fees package. In calendar
year 1975, the import fees are expected to total $3.2 billon, or 12.2 percent 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. Therefore, the Administration considers the potential inflation impact of
the oil import fee portion of the energy package to be small.
Other estimates are more pessimistic. A January 1975 Library of
Congress Congressional Research Service report estimates that a $3per-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, costing $7.1 billion yearly at current import rates.
The study indicates that all elements of the Administration's energy
program in the aggregate could cost at least $50.3 billion in 1975. Given
an anticipated 1975 gross national product of $1500 billion, the program could raise living costs by 3 percentage points, assuming complete pass through of the sum to final prices. Directly, before consideration of secondary or ripple effects, the energy package will raise the
rate of inflation from an estimated 6-7 percent to 9-10 percent in
1975. Put another way, the package will increase the rate of inflation
in 1975 about 50 percent in direct costs, even before considering the
ripple costs that emanate from the primary price increase.
Energy costs are marked up through layer upon layer of the manufacturing, distribution and retailing systems which results in products
embodying energy having their prices raised by more than the actual
increase in energy costs. Many wages and other payments like social
security are tied to the change in prices, hence, compounding the rise
in energy prices' effect on the general price level. The ripple effect is
estimated to be 1.5 to 2.0 times the primary effect, implying that,
potentially, the Administration's total energy p~~;ckag~'s primary and
secondary effects could cause 1974's 12 percent mflat10n rate to continue through 1975.
A report by Data Resources, Inc., also prepared in January, generally supports the Congressional Research Service study, although
its estimates are slightly lower. The DRI study assumes that a large
part of the price increase will be reflected in higher wages and unit
labor costs, and will find its way back into prices via the wage-price
spiral. The GNP deflator is estimated at :3 percent higher at the end
of 1975, increasing the total inflation rate through the year to 10.7
percent. The study further predicts a spillover effect into 1976 of
another one percent, bringing the total projected inflation rate for
1976 to over 6 perqent and the total inflation effect of the Administration's. energy package to 4 percent, thereby assuring continued
double-digit inflation.
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C.

DESCRIPTION OF PRoVISIONS REGARDING brPORT
PETROLEUM

FEJ<:

ON

Tlhe first section of H.R. 1767 provides that the President's authority
to adjust imports of petroleum and petroleum products under section
232 of the Trade Expansion Act of 1962 (the national security provision) or under any other provision of law, is to be suspended for a
period of 90 days beginning on the date of enactment. It is intended
that no further Executive action be taken in the form of an import
quota, tax, tariff, or fee or other type of import restraint during the 90dny period that would have the effect of increasing the price of imported petroleum and petrolewn products.
In this context, petroleum and petroleum products or, as stated in
the bill, "petroleum or any product derived thPrefrom," means imported crude oil, crude oil derivativPs, and products and re.htted products derived from natural gas and coal tar, and as employed in
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 anv effect on proclamations or Executive orders issued before January 15, 1975 by the
President under section 232 of the Trade Expansion Act of 1962.
Thus, it is not intended that the Act affect the status of the existing
import license fee system under Proclamation No. 4210.
Section 2(a) would repeal any Executive order or proclamation issued by the President after January 15, 1975 and before the date of
enactment under section 232(b) of the Trade ~~xpansion Act of 1962
or any other provision of law resulting in the imposition of a rate of
duty on imports of petroleum or any product derived therefrom. On or·
dter the date of enactment, petroleum and petroleum products made
subject to a rate of duty by such action would enter free of any such
duty. In addition, section 2(a) (2) would provide for the rebate 'of any
duty paid on imports of petroleum or petroleum products imposed by
the President pursuant to any action by him after January 15, 1975,
and before the date of enactment, under section 232 or anv other provis1on of law.
'
Section 2(b) is similar to section 2(a) except that it will repeal the
import fee proclaimed by the President on January 23, 1975 or any
similar action taken after January 15, 1975 and before the date of enactment involving the imposition of a tax or fee on the imports of
petroleum or any products derived therefrom under section 232(b)
of the Trade Expansion Act of 1962 or any other provision of law.
Likewise, on and after the date of enactment, the tax or fee imposed on
imports of petroleum and products derived therefrom shall 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 imp<kwd on imports of
petroleum and petroleum products which exceeds the tax or fee imposed on January 15, 1975 is to be rebated upon application to the
appropriate Federal agency.
In providing a rebate of duties or fees, the Committee intends that
there should be no increase in the price of imported petroleum or any
prodnct derivPd therefrom should a traiff or import fee be imposed
prior to the enactment of this Act. Since importers will be assured

that the duties or fees will be rebated, there will be no need for importers to pass along the fee to the customers through an increase in
price. In any event, the Committee is informed that under the President's Proclamation, the import fee on crude oil will not be collected
immediately and th<' 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 authority to adjust imports of petroleum or any product derived therefrom 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 pursuant to specific statutory authority; (3) should a national emergency
be created by attack upon the United States, its territories or possessions, or its armed forces; or ( 4) should rnited 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 WarPowers Resolution (50 U.S.C. 1453 (a)).
Thus, under Section 3, the President's power to ad under Section
232 of the Trade Expansion Act in time of national emergency involving 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 snit has been instituted to
test the validity of the President's action of ,January 23, 1975, under
section 2!j2 (b) of the Trade Expansion Act of 1962 for the purpose of
adjusting imports of petroleum and products derived therefrom. The
Committee does not intt>nd that its action in reporting out H.R. 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 section 232 (b) of the Trade Expansion Act of 1962 or any other provision
of law.

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 January 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 an
additional month to the end of March or the first part of April.
Surely the degree of import restraint gained by the precipitous Executive 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 President's program does not conform to the
public posture of an active Executive branch making the hard
decisions and impatiently aW!titing CongrPssional concurrence.
Certainly early and effective action to reduce onr reliance on oil
imports is essential. However, the double challenge of inflation and
recession are extremely serious threats to om· economic welfare as
well. These problems too are twin responsibilitiPs of the CongrPss and
the Preshlent. Reli!tnce on ExPcntive action under the national security
clause, Section 232 of the Trade Expansion Act, without adequate
public notice and in the absence of consultations with the Congress,
and despite the best of intentions, ignores recPnt sensitivities respecting
the use of Presidential power. "What is of more basic eoncern is the
effect the Proclamation has on the authority of the Congress.
By imposing the import fees by proelnmation, the Admir~ist~·ation
sought to establish, once and for all, thP across-the-board mc1dcnce
of the $2-per-barrel import fee as the major element in the tax program of discouraging demand for oil. "With the import fee on crude
firmly established in the market place, the import fee on products
being altered through the so-called "entitlements" program ( established to reduce cost differentials created by price controls and the
two-tier price system) and other impm-t fee rebates or adjustment
being made to accommodate "special circnmstances," it was hoped
that the Congress would have no choice but to adopt the PresidPnt's
approach, or alternatively, to assume the rc>sponsibility for not
responding to the need for an effective energy program.
There is no doubt that to allow the President's proclamation of
.January 23, 1975, to stand pre-empts the choices that are otherwise
available to the Congress in developing its own approach to energy
conserva;tion through the tax system.
As indicated above, the President's energy tax package is inflationary in its effect on energy cost for individuals and/or business,
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 economists appearing before the Committee on ·ways and Means. Alternatives to the President's program are available and must be considered,
given general inflationary effects of the administration program on
all energy costs, the secondary cost efl'ects on products embodying
energy, an~ the recessionary effect of reduced purchasing power the
program will ·have.
The criteria of the national8ecurit?; provi8ion hm; not ber;n adeq~wtely
met
The chronology of the national security investigation and finding
on which the President based his proclamation has been detailed elsewhere in this report. The Committee is sympathetic with the supporting statements that lit~rally hundreds of hearings and studies haYe
been c.ondueted in recent yenrs on our energy needs and the policies and
programs required to meet the energy challenge. U ndcrstandably, there
was a great desire to avoid another lengthy investigation under the
national security provision. There are a myriad of factors involved
that have been analyzed, studied, and reported upon. Not all, however, are relevant to the criteria of Section 232.
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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 national defense requirements, the cai?acity of domestic industries to meet such requirements, existmg and anticipated availabilities 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 supplies and services including the investment, exploration, and
development necessary to assure such growth, and the importation of goods in terms of their quantities, availabilities,
character, and use as those affect such industries and the capacity of the United States to meet national security requirements. In the administration of this section, the Secretary
and the President shall further recognize the close relation
of the economic welfare of the Nation to our national security,
and shall take into consideration the impact of foreign competition on the economic welfare of individual domestic industries; and any substantial unemployment, decrease in
revenues of government, loss of skills or investment, or other
serious effects resulting from the displacement of any domestic products by excessive imports shall be considered, without 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 considered 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 market conditions to domestic oil producers. ~ o one is contending that
the domestic oil industry is being destroyed by chE'ap 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 reasoning which led to the oil quotas of 1959.
There can be no 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 significant import adjustment program that has been proclaimed. In
view of the billions in dollars of costs which will be borne by our producing industries and by every energy consumer, a 10-day investigation with no consultations with interested part.ies, hardly seems
appropriate.
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·what is at issue here is whether the decisions that must be made
affecting energy costs throughout the economy are to be made in relation to criteria which have been carefully examined and written into
law, or whether those decisions are to be made in relation to criteria
dedded by an administrator acting under an Executive order. Such
decision would be made without the benefit of legislative guidelines,
and indeed, without benefit of a publicly available rationale to guide
the daily decisions of the administrator as he decides e<]nity as between
consumers and producers, producers and importers, and consumers
and consumers. The report and national secur·ity findings transmitte!l
to the President on .January 14 providPs little rationale to guide the
administration of the extremely complex import fee syHtem proclaimed
by the President on .January 23, 1975.
A national security in ;•estigation was conducted betwePn .Jan nary 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 nnd in the absence of any
demonstration of the necessity to act so quickly and in such a manner
as to pre-empt legislative alternatives.
Pre1Jious ewpression of Congressional concrwn 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 o:f 1974,
the Congress amended Section 232 to reqnire that the Secretary of
the Treasury consult with the Secretary of Defense and other appropriate officials. Section 232 was fnrther amended to provide :for public
hearinbTS or other opportunities for presentation of information by
interested parties. These public 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 operating procedure the Congressional intent is that public procedures are
to be :followed unless some unusual circumstance makes such procedures "inappropriate."
In the almost 20 vears during which the national security provision
has been in the trade law, 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 Presidt>nt's action on the
petroleum import :fee of ,f anuary 2B, 1975, Section 2B2 was also
amended to require that the Secretary of H1e 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 Rf'otion 232 investigations bf'ing continued without final
disposition, literally for years.
The Trade Expansion Act of 1962 conferred on the President certain 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 United States. In April1973, by Executive Proclamation 4210 and
ngain on January 21 of this year, the President has taken action, based
on his claim of authority under that Section, to adjust imports by imposing a charge, which he called a license fee, on imported petroleum
and petroleum products.
No court has had an opportunity to consider the reach of the delegation contained in the Trade Expansion Act and this resolution does
not purport to do so now.
There is certainly grave doubt, at least, that a Court would uphold
a claim that the Congress attempted to delegate virtually unlimited
power to impose fees, no matter what euphemism is selected to denominate them, as a means of restricting imports. In any event, however,
wo understand the scope of that delegation will soon be determined in
a Court action.
The pnrpose of the Resolution, then, is not to expand or change
the authority which the Congress conferred on the President in the
Trade Expansion A.ct of 1962 or in its amendments.
Nor does the Resolution ratify any previous actions by any President made in reliance on the National Security provisions of the Trade
Expansion Act to impose cloUar fees on imports, no matter whether
this was done with or without public hearings and no matter whether
done by Proclamation or in any other way.
In addition to the procedural amendments to Section 232, the Committee on 'Vays and Means has actively considered the President's
action on petroleum imports under Section 232 in connection with the
proposed Oil and Gas Energy Act of 1974.
. Although H.R. 14462 of the 93rd Congress did not become law,
SPction 20--1: of that bill would han~ amended Section 232 of the Trade
Expansion Act to prPscribe criteria for, and to limit the use of, restrictions on the importation of petroleum and products derived from
petroleum which may be imposed by the President under Section 232.
Thus, the nature of the proposed action forcefully indicated the Committee's interests and views on these matters which, in effect, were
ignored by the Secretary of the Treasury in his Section 232 investigation and in the action taken by the President.
In view of the fact that the President has chosen to continue the
license fee system as a part of the import fee program, it is appropriate to consider the Committee's comment in Honse Report No. 931028 to accompany H.R. 14462, the Oil and Gas Energy Act of 1974.
That report stated in part:
The Committee has examined the license fee system established by the President on imports of petroleum in lien of the
import quota system nnder which the Presi.dent has "adjusted" the volume of petroleum imports under the national
security pr01·ision since 1Hfi!1. There is gm1eral agreement that
the oil import quota system had outlived its usefulness. However, the Committee finds that the existing license fee system
is not responsiYe to existing conditions in world markets insofar as crud!:' oil imports are concerned. Further, insofar as
the licPnse fee on petroleum products is concerned, the Com-

mittee believes that the continued recognition of special
"rights" for certain importers should be ended and that if
license fees are to be imposed, their application should be uniform and nondiscriminatory.
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·with respect to petroleum (i.e., crude oil), section 204 of
the bill 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 prevailing price of crude oil produced in the United States, and
that the goal of promoting national self-sufficiency would 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 controls which keep the aYerage domestic price of crude below
that of imported crude are in effect.
By requiring that a second condition be met, i.e., that without a quantitative limitation, duty, tax or fee, the goal of promoting national self-sufficiency would be adversely affected,
your committee intends that not only must the price of imported crude be equal to or less than the price of domestic
crude petroleum, but that the overall trends in market conditions are such that the goal of promoting national selfsufficiency 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.
N evertheles...;;, in reviewing the existing license fee system
on imports of petroleum products, your committee was concerned that historical importers who had enjoyed import
quota rights previously should not continue to receive exemptions and rights not available to other importers once the
import quota system had been 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 developing 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 provides for a Congressional 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 '!.Me of national security authority erodes legislative
responsibilities under the Oonstitut'ion
The existing license fee system and the import fee system proclaimed January 23 establishes a separate taxing mechanism, defining
taxable units and categories of goods, determming equities among
taxpayers based on assumed special circumstances, and assigning
revenue collection responsibilities. The whole revenue and tariff system 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 enough to cause the Committee last
year to drop the provisions of Section 204 of H.R. 14462, mentioned
above, from a tax bill it reported later in that session due 'to the
revenue loss it was estimated could result from the enactment of
statutory criteria on the imposition of import license fees on petroleum.
The long and continued use of such a broad authority as Section
232 in the exercise of basic legislative functions of raismg revenues
and regulating commerce erodes the authority of the Congress and
prevents it from fully exercising its constitutional responsibilities.
By approving H.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.

E.

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 with respect
to imports of petroleum, the Congress is assuming a heavy responsibility to propose and enact an energy legislation. It is possible that
a legislative package of energy taxes cannot be developed and enacted
within the time frame of 90 days anticipated in H.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 reporting H ..R: .1767, the Committee on Ways and Means is accepting
Its responsibility to develop and report to the House as expeditiously
~s possible legislation on petroleum and petroleum products (both
Imports and domestically produced) that is responsive to our energy
requirement and coordinated with broad tax chanaes that are needed
to stimulate economic activity and alleviate the i~equities stemmina
from the inflationary pressures of the past year and a half.
"'
In order to carry out those responsibilities effectively, the Congress
must Pnact H.R. 1767 and assume a full partnership with the President in this area of great concern.
For the reasons stated above, your committee strongly recommends
enactement of H.R. 1767.
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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, 1915. This limitation
was approved by Congress and became law on June 30,1974. The Secretary of the Treasury currently estimates that the ceiling will be
reached on February 18, 1975, if existing outlay and receipts patterns
continue unchanged.

B.

CulmENT ECONOMIC AND BUDGET OUTLOOK

The output of real goods and services-as measured by gross national product in constant prices-has been declining since the start
of 1914, 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 1913, had substantially lower rates of
increase the rest of that year, and has decrea.B(>,d each quarter since the
start of 1914. Further decreases in real GNP have been forecast
through the middle of 1915. 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 1913 to a 13.7 percent rate
in the fourth quarter of 1914.
TABU. I-GROSS NATIONAL PRODUCT IN CURRENT AND CONSTANT PRICES AND GNP IMPLICIT PRICE DEFLATOR,
QUARTERLY, 1971-74
(Billions of dollars; seasonally adjusted annual rates)
Gross national product

Constant 0958) dollalll

Current dollalll
Percent
change
Tntal

Differ·
ence

annual
rate

Tntal

Differ·
ence

1,027.8
1,047.3
1,061.3
1,1183.2

+36.0
+19.5
+14.0
+21.9

+15.3
+7.8
+5.5
+8-5

736.9
742.1
747.2
759.1

+17.6
+5.2
+5.1
+IL9

+10.1
+2.8
+2.8
+6.5

139.5
141.1
142.0
142.7

+1.6
+1.6
+0.9
+0.7

+4.7
+4.8
+2.6
+1.9

1,115.0 +31.8
1, 143. o +28.0
1,169. 3 +26.3
1, 204.7 +35.4

+12.2
+10.5
+9.5
+12.7

710.9
186.6
798.1
814.2

+11.8
+15.7
+U.S
+16.1

+6.4
+8.4
+6.0
+8.3

144.6
145.3
146.5
148.0

+1.9
+0.7
+1.2
+L5

+5.5
+1.9
+3.3
+4-1

1, 248.9
1,277.9
1,308.9
1, 344.0

+«.2
+29.0
+31.0
+35.1

+15.5
+9.6
+10.1
+ll.2

832.8
837.4
848.8
845.7

+18.6
+4.6
+3.4
+4-9

+9.5
+2.2
+J.6
+2.3

150.0
152.6
155.7
158.9

+2.0
+2.6
+3.1
+3.2

+5.5
+7.3
+8-3
+8-6

1, 358.8
1,383.8
1, 416.3
1,428.0

+14.8
+25.0
32.5
+11.7

+4.5
+7.6
+9.7
+3.3

830.5
827.1
823.1
803.7

-15.2
-3.4
-4.0
-19.4

-7.0
-1.6
-1.9
-9.1

163.6
167.3
172.1
171.7

+4.7
+3.7
+4.8
+5.6

+12.3
+9.3
+11.9
+13.7

at

Year and quarter
1971:
lstqliarter__ ______
2d quarter__ ______
3d quarter ••.•...•
4th quarter ••..••••
1972:
1st quarter.. ••••..
2d quarter•••••••.
3d quarter•••....•
4th quarter···----1973:
bt quarter••.•••••
2dquarter ••••••.•.
3d quarter.••••..•
~th quarter •.....••

1974

1st quarter.. .••.•.
2d quarter•..•••••
3d quarter••••....
4th quarter •••••..•

Implicit price deflator

Percent
change
at
annual
rate

Differ·

ence

Percent
chanp

1951==
100)

annual
rete

Tolal
(index:

(index:

100)

1951==

at

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 1.1
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 1974) budget estimates of receipts and outlays for the
fiscal year 1975, the estimates pre·sented to the committee by the administration on January 23, 1975, and two intervening estimates. The
pattern of falling receipts and rising outlays is consistent with the
economic trends cited a hove. Reflected in the latter estimates, for example, are higher outlays for unemployment insurance benefits and
social security benefit payments, items which are associated with increasing unemployment. At the same time, lower receipts resulting
from increased unemployment, less income earned by those now employed only on a part-time basis, falling corporate profits, some switching from FIFO to LIFO accounting me.thods and an unusual level of
capital loss generated by a falling stock market.
TABLE 2.-ESTIMATES OF UNIFIED BUDGET TOTALS IN FISCAL YEARS 1974-76
!billions of dollars)
1975
1974
actual
Receipts_______________
Outlays ... ------ •••••• _
DeficiL •••••.•..

Budget
estimate

May
estimate

Nov. 26
estimate'

Current
estimate'

1976
Current
estimate'

264.9
295.0
293-300
294.0
293
279
305.4
302
313
268. 4
304. 4
348-350
5 - - - _ - 9 --11.4
. 4 - - - --9
- - - - --35
- - - - --~50
--

---_-3-.

I Estimates Include effects of proposed legislation.
• Approximately.

The latest budget estimates have experienced a rapid transformation 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 economic 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 dollarsj
1975
Estimate excluding proposals_., __ ., ___________ _,_ .. ______________________________
Tax cuts to stimulate the economY-------------------------------------------Individuals _________ .......... ----------------------·-------------------

1976

284
-6.1
(-4. 9)

303-306
-10.2
~-7. 3)

Excise taxes and import fees .. ------------------------------------------(4.3)
Windfall profits taxes..·-------------------------------------------------<------------>

(19.0)
(16.3)

Ener::~~~~s_:-::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::

( -l: ~)

Enel~~~J~E!~~-=-~::: ::::::::::::::::::::::::::::::::::::::::::::::::::::::

~ ~~

3~: ~)

:t (~Jt ~~

-----------------5.0
-6.4
279

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 latt~r 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 im·ested in the debt rep~ented by the $:1:3 billion Federal 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 billiOIIS of dollars!
1974
actual

Recei!:,~~ral
funds............. ------ ____________ •• ___ .------......
Trust funds •• ___ ._ ••. _____ •• _________ •• ______________________
lnterfund transactions ... __ . ___ .. _____ . __ .. ______ ._____________
TotaL ..... __ •••• ______ ......... __ ....... ------------......

Outlar~eral funds ___________________ ... __ ... ----.------.----------

1975

1976

181. 2
104.8
-21. 1

186
119
-26

198-200
126-127
-28

264. 9

279

297-300

198.7
90. 8

229

-21. 1

-26

253-255
12l--l24
-28

------------------------

==================

Trust funds •• __ • ____________________________________ --------lnterfund transactions. ______ .. _____ .•. ___ ----------- _______ .__
TotaL _______ ..... ____ • __ ••••• ______________________ •• _____

TntaL _.......... ----- ______ .. _______________ • ____ -------. __

no

-----------------------268. 4
313
348-350

Surplus or deficit (-):
Federal funds ••.•• ________ ... ___________________ • _________ • __ •
Trust funds. ____________ .. ________________________ • ______ .. __

1

Current estimale

============~==========

-17. 5
14.0

-43

8

1-55
5

------------------------3. 5
1-50
-35

Approximately.

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

C. AnMINIS'I'R.4.TION PRoPOSAL
The administration requested an increase in the combined permanent
and temporary debt limitation to $604 billion through June 30, 1976.
In presenting its estimate of its needs for debt financing, the administration pointed out that a $5:31 billion ceiling would be adequate for
the remainder of fiscal year 1975. The projection of its probable debt
limit requirements on a monthly basis through June 30, 1976, is presented in table 5. Included in these estimates are a $6 billion cash
balance and a $3 billion aUowance for contingencies which are the
usual figures used for estimates of this tyPe.
A reconciliation of the $531 bil1ion debt expected to be outstanding
on .June 30, 1975, with the change in the debt since the end of the fiscal
year 1974 is shown in table 6. As indi<~ated in this table, the outstanding debt at the end of the fiscal year 1974 was $476 billion and at t.ha.t
time there was an actual ca<;h balance of $9 billion. The $531 billion
represents a net increase requested throu~h fiscal year 1975 of $55
billion. 1 The Federal funds deficit of $4:3 billion accounts for all but
$12 billion of this increa~ed. debt. The remaining debt represents the
financing of various Federal agency credit activities through the Federal Financing Bank. The administration decided to do this because
1 The $9 bllllon actual cash balance at the end of 1974 Is equal to tbe allowance of 11'6
billion for cash balance and $3 billion for contingencies which are Included In the $531
billion total for J'une 30, 1975.
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interest costs of one-half percent could be saved in this way. This step,
however, places the $14 billion of debt issues attributable to these
agencies within the public debt limit, and to the extent of $2 billion,
accounts for more than $12 billion of debt in excess of the Federal
funds deficit. However, an offset of this amount is expected to develop
hecausrJ the Treasury believes that $2 billion in tax rebate checks will
not be cashed by ,Ju1w 30, Hl75, even though issued. (This assumes that
the Presidenfs tax rebate proposal will be enacted without change.)
TABLE 5.-ESTIMATES OF PUBLIC DEBT SUBJECT TO LIMITATION, MONTHLY FROM JANUARY 1975 THROUGH
JUNE 1976
[Billions of dollars)

FISCAL YEAR 1975 t
1974:
actual
June 30 _____________________________________________________ _
July 31_ ----------------------------------------------------Aug. 31-----------------------------------------------------Sept.
30 _________________________________________ ---, ________ _
Oct. 3L _____________________________________________________ _
Nov. 30 ___________________ ------ _____ --- _____ ---- ______ -- ___ _
Dec. 3L ____________ --------------- _________________________ _
1975:Jan. 31_ ____________________________________________________
estimated
_
Feb. 28 _____ . _______________________________________________ _
Mar. 31------------------------------------------------------

:fa~ l~~
~=
:~::::::::::::::
June
30 _____________________________________________________
_

::::::::

:::::::::::::::::::::::::::

FISCAL YEAR 1976'
July
Aug. 31·----------------------------------------------------31_ ___ . _________________ . ________ ----- ______ ------- ____ _

~~f.t3~~~=~==::::::
~:::::::::::::::::::::::::: ::::::::::::::::_
Nov. 30 ______________________________________________________
Dec. 31 .. ---------------------------------------------------1976:
Jan.
----------------------------------------------------Feb. 31_
29 ____________________________
----------- ______________ _
Mar. 3L ____________________________________________________ _

:fary ~f~::::::::::::::: ~:::::::::::::::::::::::::::: ~ ~:::::::

June 17 (peak) ___ ----------- ________ . ____________ -----------_
June 30 ____________ ------ _________________________ ---------- _

Operating
cash
balance

Public debt
subject to
limitation

With usual
$3 billion
margin for
contingencies

9. 2
6. 5
5.4
8. 7

2. 2
3.1
5. 9

476.0
475.6
482.1
481.7
480.5
485.7
493.0

--------------------------------------------------------------------------------------------

6.0
6.0
6.0
6.0
6.0
6.0

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

6.0
6.0
6.0
6.0
6.0
6.0

532.0
538.0
544.0
551.0
558.0
567.0

535
541
547
554
561
570

6.0
6.0
6. 0
6.0
6.0
6.0
6.0

571.0
577.0
583.0
584.0
596.0
601.0
596.0

574
600
586
587
599
604
599

'Based on estimated budget receipts of $279 billion, outlays of $314 billion, and deficit of $35 billion.
3 Based on estimated budget receipts of $297 billion-300 billion, outlays of $348 billion-350 billion and
deficit of approximately $50 billion.
TABLE

6.-Summary reconciliation ot debt limit need in fiscal year 19"15 with
budget and off-budget activity
(In billions of dollnrs)

Debt subject to limit .June 30, 1974____________________________________
Adjusted to $6 cash balance_______________________________________
Plus: I<'ed funds deficit, fiscal year 1975_______________________________
Off-budget agency spending financed by Treasury_________________
Allowance for contingencies_____________________________________
Less: Increase in checks outstanding (assumed flow of tax rebate checks
issued but not yet cashed)-----------------------------------Equals debt subject to limit June 30, 1975______________________________

$476
473
43
14
3
2
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 explaining the administration's forecast for 1975, with or without inclusion of the President's spending, tax and energy recommendations.
Moreover, neither your committee nor the House has made any decisions as to whether or not it will follow the President's proposals concerned with the current recession or the shortage of energy resources.
Even if it should decide to follow the general principles of the President'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 retirement programs, Federal military and civilian pay and coal miner
benefits are shown to increase in 1976 by $11.7 billion, if Congress consents 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. ji8ooZ
years 1975 to 1976
(Ifl Wllion8 of tJolrant)

I ncr61l8e,

1975 to 1976

DOD-Military and· military assistance-------------------------------Social security trust funds____________________________________________
Allowance for energy tax equalization payments________________________
Aid to the unemployed-----------------------------------------------Interest ------------------------------------------------------------Special petrodollar fund---------------------------------------------Other (approximately)_______________________________________________
Total

(approximately)_________________________________________

8
7%
6%
3%
3
1
5
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 less magnitude than for next year. In many respects, expenditure
commitments and patterns have 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
of Federal agency financing of credit programs through the Federal
Financing Bank. The administration stated that this step saves onehalf percentage point in the rate of interest paid or about $70 million
each year. By issuing the $14 billion as public obligations of the Federal
Financing Bank which are general obligations of the Federal Government, the Bank will use up $14 billion of the debt limitation. Should
general statutory debt authority in this amount not be available, it
would be necessary to finance part of this agency debt in a more expensive way. The committee is anxious that this additional cost not be
incurred. According-ly, the committee has instructed the Secretary of
the Treasury to submit 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

I.-Debt limitation under sec. 21 of the Second Liberty Bond 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 indebtedness outstanding revolving authority----------------Apr. 4, 1918:
40 Stat. 502, amending sec. 1, increased bond authority to_
40 Stat. 504, amending se~. 5, increased authority for certificates 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 the
amount of_________________________________________
Nov. 23, 1921: 42 Stat. 321, amending sec. 18, increased note
authority outstanding (established revolving authority) to_
June 17, 1929: 46 Stat. 19, amending sec. 5, authorized bills
in lieu of certificates of indebtedness; no change in limitation for the outstanding________________________________
Mar. 3, 1931: 46 Stat. 1506, amending sec. 1, increased bond
authority to____________________________________________
Jan. 30, 1934: 49 Stat. 343, amending sec. 18, increased authority for notes outstanding to_________________________
See footnotes at end of table.

1

$7,538, 945, 400
2

1

12, 000, 000, 000
2

2

2

4, 000, 000, 000

8, 000, 000, 000

20,000,000,000

$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________________ ~ $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 sees. 1 and 21, consolidating in sec. 21 authority for bonds, certificates of
indebtedness, Treasury bills, and notes (outstanding bonds
limited to $30,000,000,000). Same aggregate total outstanding ---------------------------------------------"45,000,000,000
July 20, 1939: 53 Stat. 1071, amending sec. 21, removed limitation on bonds without changing total authorized outstanding of bonds, certificates of indebtedness, bills, and
notes-------------------------------------------------"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 preceding paragraph of this section, any obligations authorized by sees. 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 reimburse 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 outstanding at any one time to____________________________
"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------------------------------------------- 1 125, 000, 000, 000
Apr. 11, 1943: 57 Stat. 63 amending sec. 21, increased limitation to _______________________________________________ "210,000,000,000
June
9, 1944:
58 Stat. 272, amending sec. 21, increased limi- "260,000,000,000
tation
to _______________________________________________
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 obligation 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
obligation," and decreasing limitation to________________ • 275, 000, 000, 000
Aug. 28, 19/l4: 68 Stat. 895, amending sec. 21, effective
Aug. 28, 1954, and ending June 30. 1955, temporarily increasing limitation by $6,000,000.000 to__________________ 1 281, 000, 000, 000
June 30. 19.')/): 69 Stat. 241, amending Aug. 28. 1954, act by
!'xtending until June 30. 19a6, in<'rease in limitation to____ • 281, 000, 000, 000
July 9. 19fi6; 70 Stat. 519, am!'nding act of Aug. 2S. 1964,
temporarily increasing limitation by $3,000.000,000 for
period. beginning July 1, 19a6, and ending June 30, 19fi7. to__ • 278, 000, 000, 000
Effective July 1, 19a7, temporary increase terminates
and limitation reverts, under act of June 26, 19a6, to___ • 27a, 000, 000, 000
See footnotes at end of table.

Feb. 26, 1958: 72 Stat. 27, amending sec. 21, effective Feb. 26,
1958, and ending June 30, 1959, temporarily increasing
limitation by $5,000,000,000 ______________________________ 2 $280, 000, 000, 000
Sept. 2, 1958 : 72 Stat. 1758, amending sec. 21, increasing
limitation to $283,000,000,000, which, with temporary increase 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
2
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
2
July 1, 1959---------------------------------------295,000,000,000
June 30, 1960: 74 Stat. 290, amending sec. 21 for period beginning on July 1, 1960, and ending June 30, 1961, temporarily
increasing limitation by $8,000,000,000------------------ 2 293, 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
Mar. 13, 1962: 76 Stat. 23, amending sec. 21, for period
beginning on Mar. 13, 1962, and ending June 30, 1962, temporarily further increasing limitation by $2,000,000,000__ • 300, 000, 000, 000
July 1, 1962: 76 Stat. 124 as amended by 77 Stat. 50, amending sec. 21, for period1. Beginning July 1, 1962, and ending Mar. 31, 1953 __ _ • 308, 000, 000, 000
2. Beginning Apr. 1, 1963, and ending June 24, 1963 __ _ 22 305, 000, 000, 000
300,000,000,000
3. Beginning June 25, 1963, and ending June 30, 1963 __ _
May 29, 1963: 77 Stat. 50, amending sec. 21, for period1. Beginning May 29, 1963, and ending June 30, 1963___ 2 307, 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 2
beginning on Sept. 1, 1963, and ending on Nov. 30, 1963___
309, 000, 000, 000
Nov. 26, 1963: 77 Stat. 342, amending sec. 21 for the perio!l1. 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, temporarily increasing the debt limit to_____________________ 2 324, 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, temporarily 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, temporarily increasing the debt limit to_____________________ 2 330, 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, temporarily increasing the debt limit to_____________________ 2 336, 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____________ 2 365, 000, 000, 000
Apr. 7, 1969: 83 Stat. 71. 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___ 2 377, 000, 000, 000
June 30, 1970: 84 Stat. 3681. Amending sec. 21, effective July 1, 1970 increasing
debt limitation to--------------------~---------- 2 380, 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. 51. Amending sec. 21, effective Mar. 17, 1971, increasing s .
debt IUrdtation 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
limit 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-------------------------------------------- •450,000,000,000
July 1, 1972: 86 Stat. 406, temporarily extending the temporary debt limit of $50,000,000,000 for the period from
July 1 through Oct. 31, 1972, to make the limit for such
period ------------------------------------------------ "450,000,000,000
Oct. '2:1, 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 temporary 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 temc
porary debt limit by $75,700,000,000 for the period from
Dec. 3,
1973,____________________________________________
through June 30, 1974, to make the limit for
such
period
2 475,700,000,000
June 30, 1974: 88 Stat. 285, temporarily increasing the temporary 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 ________________________________________ 2 495,000,000,000
• Llmltatton on Issue.
• Limitation on outstanding.
TABLE 11.-PUBLIC DEBT SUBJECT TO LIMITATION AT END OF FISCAL YEARS 1938-73
[In millions of dollars!

Fiscal year

1938 ___ ------------------------------1939_ ---------------------------------

1940~---------------------------------1941_-- ------------------------------1942_-- ------------------------------1943_-- ------------------------------1!144--- ------------------------------1945_--------------------------------1946_-- ------------------------------1947---------------------------------}!All_--------------------------------}949_- --------------------------------

~:-~ ~ ~ ~ ~: ~ ~ :~ ~-:~ ~ ~-~ :~

Public debt
subject to
limitation at
end of year

Fiscal year

36,882
40,317
43,219
49,494
74,
154
140,
469
208,077

1957---------------------------------1958.--------------------------------1959_ --------------------------------1960
~-------------------------------_
1961___________________________________
1962.--------------------------------1963 _________________________________ _

268,671
268,932
257,491
251,542
252, 028
256,652
254,567
258,507
265,522
270,790
273,915
272, 361

1964_
---------------------------------_
1965 _________________________________
1966.--------------------------------1967---------------------------------1968_-- ------------------------------1969 _________________ ----------------1970.--------------------------------1971__- ------------------------------1972.--------------------------------1973_ --------------------------------1974 ___ ------------------------------1975.---------------------------------

Public debt
subject to
limitation at
end of year
270,188
276,013
284,398
286,065
288,862
298,212
306,099
312, 164
317,581
320,102
1326,471
I 350,743
I 356,932
1373,425
1399,475
1428,576
I 459,089
1476,006
1494,083

'Includes FNMA participation certificates issued in fiscal year 1968.
• Debt at close of business, Jan. 28, 1975.
Source: Table 1: Annual Report of the Secretary of the Treasury on the State of the Finances 1967, p. 439, through
1964;Jable F~: Treasury Bulletin, December 1974, p. 25, for 1968 through_ 1974; and Daily T111asury Statement for
Jan. as, 1975.
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V. COSTS OF CARRYING OUT THE BILL AND VOTE OF
THE COMMITTEE 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 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 H.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
H.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 relative 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 EXISTING 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 proposed 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 bill as reported provides for a temporary increase of $131,000,000,000 in this debt
cel!lng for the period ending June 30, 1975.
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which is redeemable prior to maturity at the option o:f the holder thereof shall be considered, :for the purposes o:f this section, to be the :face
amount o:f such obligation.

Act o:f June 30, 1974
AN ACT To provide for a temporary increase in the public debt limit

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, [That during the
period beginning on the date of the enactment o:f this Act and ending
on March 31, 1975, the public debt limit set :forth in the first sentence
of section 21 o:f the Second Liberty Bond Act (31 U.S.C. 757b) shall
be temporarily increased by $95,000,000,000.]
SEc. 2. Effective on the date o:f the enactment o:f this Act, the first
section of the Act o:f December 3, 1973, 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 MATTERS REQUIRED TO BE DISCUSSED
UNDER HOUSE RULES
In compliance with clauses 2 (I) ( 3) and 2 (I) ( 4) o:f Rule XI o~ the
Rules o:f the House o:f Representatives, the :following statements are
made.
With regard to subdivision (A) o:f 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 .T anuary 23, 1975, respecting imports o:f petroleum and petroleum products
under Section 232 o:f the Trade Expansion Act o:f 1962 were inappropriate, and that the Proclamation unnecessarily interferes with the
ability o:f 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 Section 232 o:f the Trade Expansion Act o:f 1962 on petroleum and petroleum products be suspended :for a period o:f 90 days beginning with
the date o:f enactment o:f H.R. 1767.
The Committee's oversight findings led it to the conclusion that
an increase in the public debt limitation was required as to February 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 o:f the Trade Expansion Act o:f 1962 and the change
made in the budget limitation provide no new budget authodty or
new or increased tax expenditures.
With respect to subdivisions (C) and (D) of Clause 3, the Committee advises that no estimate or comparison has been prepared by
the Director o:f the Congressional Budget Office relative to any o:f the
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provisions of H.R. 1767, nor have any oversight findings or recommendations been made by the Ccmmittee on Government Operations
with respect to the subject matter contained in H.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 economy. The debt limitation
change of itself is not expected to have an inflationary impact on prices
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 in the Treasury Department.

VIII. INDIVIDUAL VIEWS OF MR. ROSTENKOWSKI
EIGHTH DISTRICT OF ILLINOIS
As an original sponsor o:f this legislation, it is with some reluctance
that I now find it necessary to take exception with my colleagues on
some o:f the issues raised in reporting it to the :full House o:f Representatives :for consideration.
In cosponsoring H.R. 1767, I :felt that the President's plan to increase import :fees on crude oil would impose tremendous economic
hardships on many American :families without producing a significant
decrease in the level o:f crude oil imports. The increased :fee would
not create the economic disincentive necessary to :force most consumers 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 consumers who must rely on imported supplies.
My support :for H.R. 1767 was based on the premise that i:f the
government wants to impose economic disincentives to discourage the
use o:f petroleum in general, and imported petroleum in particular,
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 o:f gasoline, the one oil-based
product in this country in which significant consumption curtailment can be achieved without massive economic disruption. This can
only be accomplished through the use o:f strong disincentives-disincentives that do precisely that- encourage people not to use the
product.
.
While I personally :favor a stron~ economic disincentive, 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 alternative that would effectively eliminate wasteful gasoline consumption and, as a result, decrease the need :for crude oil imports.
During the consideration o:f H.R. 1767 before the Committee however, very little time was devoted to the discussion o:f the effectiveness o:f the President's proposed energy program. Rather, almost all
attention was :focused on the President's "orchestrated" compliance
with the requirements o:f Section 232 o:f the Trade Expansion Act, as
amended, and the resulting use o:f this Executive power as a lever to
:force Congress to act on the rest o:f 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
(30)
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it must be remembered that while individual Members of Cong~ess
might not have found that the present level of imp<_>rts was su~Cient
to "threaten to impair the national security", that IS not what IS required 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 consult 'Yith
the Secretary of Defense and other appropriate officers of the Umted
States. While public hearings are recol!lm~nded, theY, can be and
were waived in the present case. Afte~ reviewi!!g the testimony of Secretary 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 with those of my
colleagues on the Committee who feel that the President's action
violated the language of the Trade Expansion Act aR 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 import 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 opposedin 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. "''Te 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~se 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 remember that such a rejection of his program commits us to offering
a concrete alternative and to offering it within 90 days. We have too
long argued just issues, it is time for us to act.
DAN RosTENKowsKr.

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 prohibit, 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 Wri'H 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 Democratic Majority on the 'Vays 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 comprehensive program for dealing with out economic and energy problems. 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 import 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 energy 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-honored principle. We deplore this recklessness and refuse to be a part of
(33)
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it. There is sufficient time :for separate consideration of the debt ceiling
increase and H.R. 1767 as originally introduced, and this is the only
sensible thing to do.
PETROLEUM IMPORTS AS A THREAT TO NATIONAL SECURITY

The energy problem touches 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, J?lus a gnawing awareness of our increasing reliance on uncertain :foreign supplies, have combined to bring 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 of one year, we have watched imported oil prices quadruple while our dependence on foreign sources has grown to almost 40
percent of our current demand. The embargo of a year ago shut off
more than 2.2 million barrels of oil shipments a day and resulted in a
lost gross national product of up to $20 billion; today, if we were to
be faced with an interruption of supplies from OPEC countries only,
we could lose 4.35 million barrels per day (about a quarter of current
consumption), with the severity of the economic impact multiplied
accordingly. Even with no interruption, the 1Jnited States in calendar
year 1974 had the second worst 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.
These problems, to which the President's program is directed, did
not materialize overnight. There has been ample opportunity :for the
development of other plans. But in this respect, the Democratic Majority in the Congress has failed, and by not providing an alternative,
they indicate that they prefer inaction to leadership.
LEGAL AUTHORITY TO ACT UNDER SECTION 232 OJ'' THE TRADE EXPANSION
ACT OF 1962

In imposing import license fees 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.'' (Emphasis added.)
This is broad authority, and it was so designed. It originated in the
Senate Finance Committee as an amendment to the 1955 Trade Agreements Extension Act. In its Report on that legislation, the Committee
stated its intention that the President should take "whateve1' action is
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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, import taxes, or other methods of
import restrictions."
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 respect to only one
article-oil.
In March of 1959, after a 36-day investigation, President Eisenhower issued Proclamation No. 3279, establishing an oil imports control program. For many years thereafter, quotas were used as a means
of control. But circumstances changed, and two years ago a system
of 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 President's section 232 authority to impose quotas or to switch to a license
fee system. In fact, the oil imports control program has been continued for 15 years, under five Chief Executives, using both quotas
and license fees, without a single challenge to the authority employed-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 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."
As amended by section 127 of the Trade Act of 1974, the Secretary
of the Treasury is charged with conducting the investigation to determine whether imports of an article are threatening national security. The full report of the investigation conducted by the Secretary is also appended to these views. That material leaves no doubt
that the investigation conducted followed both the spirit and the letter
ofthe law.
CONCLUSION

Considering the clear intent of the Congress in enacting the "national security provision" and retaining it for 20 years, along with
the urgent need for positive action in light of the emergency situation ~vhich exists with respect to oil supplies today, we feel it is imperative that the nation move expeditiously toward reducing its
vulnerability because of its reliance on insecure imports.
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While some of us have serious concerns \Yith respect to the President's import fee action, all of us feel he is quite correct in challenging
the Congress to meet head-on the key question of hO\v best to move
toward a safe degree of energy self-sufficiency.
w·e would suggest that the Congress, instead of employing a delaying tactic, address itself to the development of a comprehensive energy
program. In this process, we pledge our full cooperation in the consideration 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 commitment and our capability to take necessary action to conserve petroleum and to free ourselves from dependency on petroleum imports.
HERMAN T. ScHNEEBELI.
BARBER B. CoNABLE, Jr •
•JERRY L. PETTIS.
BILL ARCHER.
GuY VANDER J AGT.
WILLIAM A. STEIGER.
BILL FRENZEL.
JAMES G. MARTIN.
L. A. BAFALIS.

APPENDIX To MINORITY VIEWS ON H.R.

1767,

As REPORTED

THE SECRETARY OF THE TREASURY,

Washington, January 14,1975.
Memorandum :for the President.
Subject: Report on Section 232 Investigation on Petroleum Imports.
This report is submittea to you pursuant to Section 232 o:f the Trade
Expansion Act o:f 1962, as amended, and results :from an investigation that I initiated under that Section :for the purpose o:f determining whether petroleum* is being imported into the United States in
such quantities or under such circumstances as to threaten to impair
the national security.
At the present time, the demand :for petroleum in the United States
is 18.7 million barrels per day. O:f this amount, imports provide 7.4
million barrels daily. The deficit in petroleum production compared
with demand has grown since 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
supplies :from :foreign sources were interrupted. Its adverse contribution to our balance o:f payments position had also significantly increased, and :for the year 1973 the outflow in payments :for the purchase o:f :foreign petroleum was running at $8.3 billion annually, only
partially offset by exports o:f petroleum products.
In September 1973, the worsening petroleum import situation was
:further seriously aggravated by an embargo on crude oil imposed
by the Organization o:f Petroleum Exporting Countries, which effectively kept 2.4 million needed barrels o:f oil per day :from U.S. shores.
After the initiation o:f the embargo, the price o:f imported oil quadrupled :from approximately $2.50 per barrel to approximately $10.00
per barrel and has since that time risen somewhat :further. Simultaneously, the balance o:f payments problem deteriorated by reason
o:f the increased oil bill paid by United States consuming interests.
Today the outflow o:f payments :for petroleum is running at a rate o:f
$25 billion annually.
As a result o:f my investigation, I conclude that the petroleum consumption in the United States could be reduced by conserving approximately one million barrels per day without substantially adversely
affecting the level o:f economic activity in the United States. Any
sudden supply interruption in excess o:f this amount, however, and
particularly a recurrence o:f the 2.4 million barrel per day reduction
which occurred during 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, and related products derived from natural gas and coal tar.
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close relation between this nation's economic welfare and our national security, would clearly threaten to impair our national security.
Furthermore, in the event of a world-wide political or military
crisis, it is not improbable that a more complete interruption of the
flow of imported petroleum would occur. In that event, the total U.S.
production of about 11 million barrels per day might well be insufficient to supply adequately a war-time economy, even after mandatory
conservation measures are imposed. As a result, the national security
would not merely be threatened, but could be immediately, directly
and adversely affected.
In addition, the price at which oil imports are now purchased causes
a massive payments outflow to other countries. The inevitable result of
such an outflow is to reduce the flexibility and viability of our foreign
policy objectives. For this reason, therefore, a payments outflow poses
a more intangible, but just as real, threat to the security of the United
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, principal crude oil derivatives and products, and related products derived
from natural gas and coal tar are being imported into the United
States in such quantities as to threaten to 1mpair the national security.
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 therefore recommend that appropriate action be taken to reduce
imports of crude oil, principal crude oil derivatives and products, and
related products derived from natural gas and coal tar into the United
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 consistent with these recommendations.
WILLIAM

E.

SIMON.

REPORT OF INVESTIGATION OF EFFECT OF PETROLEUJ\I hiPORTS AND PETROLEUM PRoDucTs oN THE NATIONAL SECURITY PURsu.\NT To SEcTION 232 OF THE TRADE ExPANSION AcT, AS AMENDED BY THE AssisTANT SECRETARY OF THE TREASURY FOR ENFORCEJ\IENT, OPERATIONS
AND TAmFF AFFAIRs, DAVID R. MAcDONALD
AssrsTANT SEcRETARY OF DEFENsE,

Washington, D.O.,January 9,1975.
Memorandum for: The Assistant Secretary of the Treasury (Enforcement, Operations, and Tariff Affairs).
Subject: Section 232 Investigation on Petroleum Imports.
Reference is made to your memorandum of 4 January 1975 in which
you advised that the Department of the Treasury is cond11cting an investigation under Section 232, 76 Stat. 877 (19 U.S.C. 1862), to determine the effects on the national security of imports of petroleum and
petroleum products. Department of Defense vie,vs on the security implications of current and projected oil import levels were solicited.
The Department of Defense holds that this nation must have the
capability to meet the essential energy requirements of its military
forces and of its civil economy from secure sources not subject to military, economic or political interdiction. ·while it may be that complete
national energy self-sufficiency is unnecessary, the degree of our sufficiency must be such that any potential supply denial will be sustainable for an extended period 'vithout degradation of military readiness or operations, and without significant impact on industrial output
or the welfare of the populace. This is true because the national security is threatened when: (1) the national 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.
As you know, the Mandatory Oil Import Program was established
in 1959 for the express purpose of controlling the quantity of imported
oil which at that time had been found to threaten to impair the national security. In the intervening years we have observed with grmving concern the decline in domestic and western hemisphere petroleum
productive capacity in relation to demand. The result has been a rapid
expansion in our dependence on eastern hemisphere sources for the oil
which is so essential to our military needs and the nation's economy.
By 1973 that dependence had reached a level which risked substantial
harm to the national economy in event of a peacetime supply denial.
In event of general 'var, those risks would be substantially greater because of the sharply increased level of military petroleum consumption 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.
(39)
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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
19'74. However, production of both oil and gas in the United States
continues to decline, and indications are that import growth has resumed. Projections for 19'75 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 insecure 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 'Vestern 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 import restrictions with a decrease in demand. We recognize that the
nation faces a period of several years during 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 conventional 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 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
military viability of NATO and other friendly nations, as well as to
the United States. Reduced depE>ndence on imported oil can also minimize the adverse impact on the United States, NATO and other
friendly nations of boycotts such as that imposed by the Arab nations
in 19'73.
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 vulnerable sea Janes. Moreover, it will depend predominantly on nations
which have demonstrated the will and ability to employ their oil resources for political purposes. Further, the rapid growth in U.S. oil
imports since 19'70 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 o£ 1973 and 1974, ar..d impaired the ability o£ our NATO
allies to obtain their minimal oil needs in periods o£ supply disruption.
Future growth will exacerbate those conditions. Increasing dependence
on imported oil is inimical to the interests o£ the United States and
should be subject to such controls as may be needed to insure that oil
imports are properly balanced against our essential needs and reflect
our development o£ additional energy resources.
Attached £or your information are estimates o£ military petroleum
requirements.
ARTHUR I. MENDOLIA,
Assistant Secretary of Defense
(Installations and Logistics).

REPORT OF INVESTIGATION UNDER SECTION
ACT, As AMENDED, 19
I. INTRODUCTION

A~J)

232 OF THE TRADE EXPANSION
1862

u.s.a.

SUMMARY

This investigation is being conducted at the request of and on behalf
of the Secretary of the Treasury pursuant to his authority under Section 232 of the Trade Expansion Act (the "Act"), as amended, 19
U.S.C. 1862. (Annex A) The purpose of the investigation is to determine whether crude oil, crude oil derivatives and products, and related
products derived from natural gas and coal tar are being imported
into the United States in such quantities or under such circumstances
as to threaten to impair the national security. Under 31 CFR 9.3, the
Assistant Secretary of the Treasury for Enforcement, Operations, and
Tariff Affairs is responsible for making this investigation.
The Secretary of the Treasury has determined pursuant to Section
232 that it would be inappropriate to hold public hearings, or otherwise afford interested parties an opportunity to present information
and advice relevant to this investigation. He has also determined pursuant to his authority under 31 CFR 9.8 that national security interests require that the procedures providing for public notice and opportunity 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 Secretary 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 received from the Departments of State, Defense, Interior, Commerce,
Labor, the Council of Economic Advisers, and the Federal Energy
Administration. (Annex B)
In summary, the conclusion of this report is that petroleum is being
imported in 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 the
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 deemed to be secure from interruption in the event of a major
world crisis. The quantity of petroleum imports, moreover, is now such
a high percentage of total U.S. consumption that an interruption
larger than one million barrels per .day at the present time would
adversely affect our economy. If our Imports not presently deemed to
(42)
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be secure from interruption were in fact kept from our shores, the
effect on the U.S. economy would be staggering and would clearly
reach beyond a matter o£ inconvenience, or loss o£ 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 o£ our allies. As the State Department
has concluded, the massive transfer o£ wealth greatly enhances the
economic and political power o£ oil rich states who do not necessarily
share our foreign policy objectives, and correspondingly tends to erode
the political power o£ the United States and its allies.
The purpose o£ this investigation under Section 232 o£ the Act
is to determine the effects o£ our level o£ 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 o£ petroleum, promote the use o£ alternative source>; o£ energy, and at least in part,
stanch the outflow o£ payments resulting from our purchases o£ this
commodity. As Secretary Kissinger states:
"Clearly, decisive action is essential. We have signalled our intention to move toward energy self-sufficiency. We must now demonstrate
with action the strength o£ our commitment. In the short-term, our
only viable economic policy option is an effective program o£ energy
conservation. A vigorous United States lead on conservation will encourage similar action by other consuming nations. Consumer cooperation on conservation now and then development o£ new supplies over
time \Vill deter producer aggressiveness by demonstrating that consumers are capable o£ acting together to defend their interests."
U. STATUTORY CONSIDERATIONS

This investigation has proceeded in recognition o£ the close relationship of the economic welfare o£ the Nation to our national security. As
required by Section 232, consideration has been given to domestic prounction o£ crude oil and the other products under investigation needed
for projected defense requirements, the existing and anticipated availability o£ these raw materials and products which are essential to the
national defense, the requirements o£ the growth o£ the domestic petroleum industry and supplies o£ crude oil and crude oil products, and the
importation o£ goods in terms o£ their quantities, availabilities, character and use as those affect the domestic petroleum industry and the
ability o£ the United States to meet its national security requirements.
In addition, other relevant £acton; required or permitted by Section 232 have been considered, including the amount o£ current domestic demand for petroleum and petroleum products which is being
supplied from foreign sources, the degree o£ risk o£ interruption o£ the
supply o£ such products from these countries, the impact on the economy and our national defense o£ an interruption o£ such supplies including the effects on labor, and the effect o£ the prices charged for
foreign petroleum and petroleum products on our national security.
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Ill. 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 latest
data available indicates that United States dependence on imported oil
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 Exporting Countries (OPEC) and other nations. (Annex D) The OPEC
nations have far more production capacity than the non-OPEC nations. Of the world's total production of approximately 55 million
barrels per day, OPEC members produce 30 million barrels, Communist countries 11 million and the balance of 14 million barrels per
day is produced by other countries including the U.S. 1 Moreover, the
OPEC countries have over 8 million barrels per day of production
potential which is not being utilized while virtually no unused capacity 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 approximately 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:n. barrels per day from
,Tanuary through October 1974. For the same period, Canada exported 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 reduce
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 u.ppears
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.
Treasury sources, Office of Energy Polley.
• Treasury sources, Office of Energy Policy.
• Treasury estimate. Office of Energy Policy.
• Statement of Donald S. MacDonald, Minister of Energy, Mines and Resources, on
Canadian Oil Supply and Demand. Press Release November 22, 1974.
1
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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, whether from OPEC or non-OPEC cmmtries,
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 limitations on Canadian exports.
IV. EFFECT OF 19 7 3-19 7 4 EMBARGO OX TIU'

DO~IESTIC

ECONOMY

The interruption of the supply of a major part of U.S. imports of
petroleum durmg the Winter 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 ofinjury caused
by loss of foreign oil supply and our continuing 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 Independence 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 represented the level of U.S. imports, which increased drastically:
U.S. PRODUCTION AND CONSUMPTION Of PETROlEUM' (196()-73)

[Petroleum in millions of barrels per day]
Year

1960.-------------------------------------------------- --------1965- ---------------------------------------------- ------------1970- ---------------------------- ------------------------------1972.----------------------------- ------------------------------

1973. - ------------------------- ---------------. ------------ -----

Production

Consumption

Gap (imports)

8.0
8.8
11.3
11.2
10.9

9.5
10.8
14.7
16.4
17.3

3.4
5.2
6.4

1.5
2.0

'Federal Energy Administration, Project Independence report, appendi~ at 284 (November 1974).

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 1974, and the
percent change reflected in such figures from the same months of the
preceding year :

MONTHLY IMPORTS BEFORE AND DURING THE OIL EMBARGO I
(In millions of barrels per day]
Pen:ent
change from
Crude oil previous year

Total
refined
products

Percent
change from
previous year

+47
+49
+50
+45
-13
-22

2.65
2.67
3.14
2. 90
2.85
2.55

+2b

September 1973 ___________ ------- __________________ _
October. __ •• ____ ••• __ •••••• _••• __ ••••• __ ••••. _•••..
November •• ________________ ---------- ____ --------December_._ •••••••••• ____ ••• ___ •••..•••••.. --.-- .•
January 1974 ...••• ------------------ __ ------------.
February __ •• ____ ••• ___ •••• ____ •••• _•••••• __ ••• ___ •.

3.47
3.86
3.45
3.99
2.46
2.10

+9

+30

+I

-4

•+17

I Ibid. at 285.
·
I t
1·
t
• The indicated positive balance in this month is reflected by the disproportionately large Imports o mo or gaso 1ne, o
accommodate critical shortages of this refined product.

Both the National Petroleum Council and the Federal Energy Administration have made detailed analyses of the impact of the 197374 embargo. A demand red~ction of over 1 millim~ barrels per day_ has
been attributed to curtailment and conservatiOn. These savmgs
occurred in areas which caused minimum individual or collective hardship. 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.
During the first quarter of 1974, the seasonally adjusted Gross National 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 embargo. However, according to the FEA, increased energy
prices during 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 embargo was lifted. As the FEA has pointed out, a comparison of the
natwn's _economic performance for the two years preceding the embargo w1th the first quarter of 1974 demonstrates a clear and uninterrupted 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

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
834.3
841.3
844.6
831.0
1 I bid. ~1.289.

• Seasonally adjusted at annual rates in billions of 1958 dollars.

8. 6
2. 4
3.4
1.6
-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} Again,
studies showing detailed effects upon the labor market and contributions 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 unemployment rate between October 1973 and March 1974 represents an
increase of approximately 500,000 unemployed people. The Department 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 industries whose products or processes were subject to reduced demand as
a result thereof (most notably, the automobile industry). The Department 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 economic activity (GNP) which could be reasonably correlated to a shortfall 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 reduction in nonessential uses of oil is made, further reductions of oil supplies 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 managed without imposing prohibitive costs on the economy. While recognizing 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 interruptions will be disproportionately felt in the various regwns of the
country. The major determinants of the impact within any given region is the amount of imports into that region, climatic conditions of
• Ibid. at 291.
• Ibid. at 296.
• Federal Energy Administration, Office of Eeonomic Impact, The Potential Economic
Costs of Future Disruptions of Crude Oil ImP<>rts, 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 petroleum 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
(Petroleum Administration for Defense) Districts 1 and 5. PAD District 1 includes the Eastern Seaboard of the U.S. where it is estimated
that 83 percent of the 1975 crude petroleum demand will be imported.
In PAD District 5, the West Coast of the U.S. including Alaska and
Hawaii, imports are 43 percent of total uses. The East Coast problem
is especially difficult because of the high fuel oil demands in the New
England area and the fact that approximately 98 percent of the residual 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 interruptions is highlighted by (1) the fact that it is the backbone, not only
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 gas for 31 percent, coal for 18 percent,
hydropower for 4 percent and nuclear for 1 percent. (Annex E)
The degree to which other energy forms can in the short run be
physicallY. substituted for oil is limited. Residual oil used in heating 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 interestate 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 indicating the production potential is seriously impaired. It does not
appear that we can substitute natural gas for oil. 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 long: lead times for development and will not be available in materially increased quantities for a number of years. For example, nuclear power is not expec~ed
to reach a significant percentage (12%) of our total energy capacity
until 1985. 3 The availability of coal is subject to further mine development, expansion of transpo~tation s:yste~s a?d convertibility of
furnaces and boilers, all of which reqmre s1gmficant development
"1 Federal
Ibid at 3.Power Comnc;sslon, Staff Report, ReqUirements
.
and C ur t a1'I men t s o f M a j or
IntPrstnte Pipeline Companies Based on Form 16 Report (Nov. 15. 1974).
.
• Report of n 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).

49
time. Moreover, both the production and combustion of coal is currently 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 barrels per day in December 1974. A furt.her gradual decline is a.nticipatoo
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 intermediate or longer term, if combined with conservation efforts should
ameliorate the present threat to our economy.
Also, long-term energy sources such as the development of geothermal and oil shale energy resources and the practwal utilization
of solar energy require maJor advances in the technology involved.
This technology may take several years to develop, but should assist
in the solution of the domestic shortage o.f energy sources if sufficient
incentive is provided.
VI. 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 1973-1974 embargo. It IS reasonable to expect similar or even worse effects of an
interruption of supply in the future, particularly in light of increasing dependence on foreign sources of supply. U.S. production is declining 1 and alternative sources of energy supply require a long lead
time for development. 2 Moreover, supplies from the most secure \Vestern 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 Department of Defense, in its memorandum to me of January 9, 1976,
stated:
"The Department of Defense holds that this nation must have the
eapability to meet the essential energy requirements of its military
forces and of its civil economy from secure sources not subject to military, economic or political interdiction. \Vhile it may be that complete
national energy self-sufficiency is unnecessary, the degree of our sufficiency must be such that any potential supply denial will be sustainable for an extended period without de~radation of military readiness
or operations, and without significant Impact on industrial output or
the welfare of the populace. This is true because the national security
is threatened when: (1) the national 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 at i> (November 1974).
See figures set forth In Annex F.
2 See discussion of alternative energy sources In Section V. See also Federal Energy
Administration, Projeet Independence Report at 6 (November 1974).
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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 quantity of 1m ported
oil which at that time had been found to threaten to impair the na~ional security. In t~e i~tervenin~ years we have ob~rved with growmg concern the declme m domestic and western hem1sphere petroleum
productive capacity in relation to demand. The result has been a rapid
expansion in our dependence on eastern hemisphere sources for the oil
which is so essential to our military needs and the nation's economy.
By 1973 that dependence had reached a level which risked substantial
harm to the national economy in event of a peacetime supply denial.
In event of general war, those risks would be substantially greater
because of the sharply increased level of military petroleum consumption 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 decline, and indications are that import growth has resumed. 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 sup~;lv in 1975. To the extent
that demand for petroleum import..<; causes uicreasing reliance on insecure sources of fuel, then such demand/reliance is a severe threat
to our security."
Although oil exporters vary 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.$. 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 OX IMPORTED OIL AS A SO"lJRCE OF WEAKNESS
IN A FLEXffiLE FOREIGN POUCY

The dependence of the United States on imported petroleum can
a!so adversely affect the ability to achieve our foreign policy objectives.
A healthy and vital domestic economy coupled with modern and
adequate de-fense forces are the basic elements of strength in protecting our national security, but equally important in today's interdependent world is the continued smooth functioning of the international 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 adversely 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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The risk to our Allies and to ourselves comes not only from the
possibility of disruptions of supply and the impact this could have
on foreign 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,
COl_lld attempt_ to equilibrate their trade balances through "beggar-thyneighbor" actwns.
For example, deliberate measures could be taken to interfere with
markets so as to increase exports and/or decrease imports from nonoil exporting countries. Specific examples would include export subsidies, import tariffs, quotas, and perhaps other non-tariff barriers
to trade. Such action would, of course, be infeasible as a concerted
policy 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 slowdown in economic growth and consequent unemployment
resulting 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 generate large current account surpluses for OPEC. Given the limited
absorptive capacity of some of these countries the increased oil revenues to these countries will not be immediately translated into increased 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 SOJ?e OPEC members will only gradually adjust their imJ?ort
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 1974
purchasing power) for OPEC as a group. Such a massive transfer
of wealth would enhance the economic and political power 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 of these resources to take this coiuse. The United States' basic
economics position strongly favors maximum freedom for capital
movements and we believe there is no reason to change this policy.
However, in view of the. possible problems noted above, it is imperative that we join with our Allies in a concerted program of conservation, reduced reliance on imported sources of oil and development 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 favorably 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 military 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 minimize the adverse impact on the United States, NATO and other
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 essential to U.S.
participation in the International Energy Program. Administrator
Zarb states :
"Given the inability to create effective emergency supplies in the
short run, it is important that the U.S. actively support and participate 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 would coordinat~ the responses of most
major oil importing nations to international supply disruptions, provide 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 particular 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 economic costs exporters would incur 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 effective
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 import~d oil."
VIII. FIJ!\"DINGS AND RECOMMENDATIONS

As a result of my investigation, I recommend that the following
determinations and recommendations be made by the ~retary of
the Treasury and forwarded to the President:
Findings
As a result of the investigation initiated by me, I have found that
crude oil, principal crude oil derivatives and products, and related
products derived from natural gas and coal tar are being imported
into the Unit~d States in such quantities as to threaten to impair the
national security. I further find that the foregoing products are being
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 products,
and related products derived from natural gas and coal tar into 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 Expansion Act of 1962 is being drafted by the Federal Energy Administration 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 Expansion 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 national security of imports of petroleum and petroleum products.
In my judgment, national security interests require that the procedures 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 inappropriate 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.
WILLIAM E. SIMON.
[Annex B]

THE SECRETARY OF STATE,
Washington, January 11,1975.
Hon. WILLIAM E. SnmN,
Secretary of the Treasury.
DEAR BILL: I am responding to your ,January 3 memorandum and
that of David Macdonald requesting the view of the State Department 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 interruption in foreign oil supplies. In addition to its direct economic cost in
lost GNP and increased unemployment, the embargo stimulated massive and abrupt price increases which the producers have been able to
maintain and increase. Without preventative action, OPEC's accumulation of financial assets will accelerate, reaching a total of about $400
billion in investable 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.
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Clearly, decisive action is essential. ·we 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 will encourage similar action by other consuming nations. Consumer cooperation on conservation now and the development of new supplies over
time will deter producer aggressiveness by demonstrating that consumers 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 world 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 escalating oil prices and threats of supply interruptions.
Warm regards,
HENRY A. KISSINGER.
MILITARY PETROLEUM REQUIREl\IENTS
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 defenserelated private industry. No data is available on the amount of petroleum 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 increase substantially in a protracted general war, probably largely due
to conversion of industry to war production, without necessarily reflecting sharply increased energy requirements on a btu basis.
U.S. DEPARTMENT OF THE INTERIOR,
OFFICE OF THE SECRETARY,
Washington, D.O., January 8, 1975.
Ron. DAVID R. MAcDONAW,
Assistant Secretary, Enforcement, Operations, and Tariff Affairs,
Department of the Treasury, Washington, D.O.
DEAR MR. MACDONALD: In response to your memorandum of ,January 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.

imports under Section 232 of the Trade Expansion Act, we have enclosed some observations concerning the effects on the national security
of imports of petroleum and petroleum products.
Sincerely yours,
JACK

Enclosure.

w.

CARLSON,

As8i$tant Secretary of the Interior.

THE EFFECTS ON NATIONAL SECURITY OF Il\IPORTS OF PETROLEUM PRODUCTS

Imports of crude oil in the first nine months of 1974 averaged 3.3
million barrels per day, and imports of _eetroleum products and un~ished oils in petroleum averaged 2.6 million barrels per day. Total
Imports as a percent of supply accounted for 36 percent and demand
for petroleum products in the same period averaged nearly 16.5 million barrels per day. In the first nine months of 1974, residual fuel oil
accounted for 60.2 percent of our product imports and 61.3 percent of
domestic residual fuel oil 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
fuel, 6.3 percent of imports and 16.7 percent of demand. Imports of
liquefied gases and ethane comprised 4.6 percent of products and 9 percent of demand. Other products, which includes naphthas, kerosine,
lubricants, waxes, asphalt, etc., aggregated 11.2 percent of product imports and 13.7 percent of domestic demand.
If crude imports were cut off, refining operations in the U.S. would
have to be curtailed sharply. Based on average refinery yields (August
1974), domestic refineries obtained from the 3.3 million barrels a day
of crude oil imported, nearly 1.6 million barrels a day of gasoline,
nearly 700 thousand barrels a day of distillate fuel oil, and 274 thousand barrels a day of residual fuel oil.
Viewed narrowly, namely in terins of the probable needs of the
Department of the Defense under present conditions or in a major
nuclear war, it would appear that petroleum importations at current
levels would not jeopardize national defense per se. However, a cut
off of foreign sup_plies of crude petroleum and/or petroleum products
would have a seriOus impact on the national economy, such as was
demonstrated in the 1973-74 Arab Oil Embargo. Broadly viewed, a
disruption of imports cou1d have serious implications for the national
security, as well, in that a strong and healthy economy is generally
considered essential to our overall ability to maintain our free democratic institutions.
Still another consideration is the adverse impact petroleum products imports have on expansion of domestic refinery capacity. We
cannot now meet our normal domestic needs from the full output of
existing refinery capacity. An increase in imports of products would be
harmfu] to national security because increasing dependence on such
sources would not only make the United States more vulnerable to
disruptions in 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 billion. Furthermore1 in
view of recent OPEC announcements, expenditures for petroleum Imports could be even greater in 1975, and subsequent years. Therefore,
this capital drain could have serious repercussions on the U.S. economy, and endanger the national security thereby. Moreover, large
capital exports to nations not necessarily friendly to the objectives 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, 1.9'{5.
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, concerning 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 in 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 t:Jhere is no question that imports of petroleum at
current volumes and circumstances, includin'!: 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 recognize 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 national security."
As you know, the quota system of the Mandatory Oil Import Program, 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 domt'stic production in Districts
I-IV (the Eastern 80 percent of the continental l..:'.S.) and to no
more than the difference betwet'n dt'mand and domestic supply in
District V (the West Coast). At that time, foreign oil was priced
well below domestic oil and rt'strictions 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 production, and it has not been feasible to maintain the
old formula. In Parly 1973, 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 o£ the Census in which import quantities for 1973 and 11
months of 1974 are given.
The experience o£ the Arab oil embargo last year, even though it
halted only about one-hal£ o£ our oil imports, confirms the risk o£
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 o£ the inflationary rise o£ prices during 1974,
particularly in the first hal£, is attributable to the direct and indirect
effects o£ the rise in overall energy costs which followed the rapid
escalation o£ costs for Arab oil. In view o£ this record o£ injury
caused by loss of foreign oil supply and our continuing vulnerability
to future injury o£ even greater impact, it is my opinion that imports
at current and projected levels do constitute a threat to impair the
national security.
In summary, I perceive the threat as being based on two £actors:
the possibility o£ an extended embargo and the inflationary impact
of higher prices and yolumes. 1Ve certainly want to ensure, should a
positive finding be determined, that any recommended course of action
would address these factors. If I can be of any further assistance in
your deliberations, please let me know.
FREDERICK B. DENT,
Sea1'etary of Commerce.

u.s. DEPARTMENT OF LABOR,
0FFIOE OF THE SECRETARY,

Washington, D.O., January 9,1975.
Memorandum to: David R. Macdonald, Assistant Secretary (Enforcement, Operations, and Tariff Affairs).
Subject: Section 232 Investigation on Petroleum Imports.
References :
Memorandum, January 4, 1975, above subject from Secretary o£
the Treasury, 1Villiam E. Simon.
Memorandum, January 6, 1975, above subject, Assistant Secretary o£ the Treasury, David R. Macdonald.
The Department o£ Labor currently has no information available
directly relating to whether petroleum or petroleum products are being
imported into the United States in such quantities or under such circumstances as to threaten to impair the national security.
Data usually provided by the Department of Labor £or Section 232
investigations could not be collected and made available within the
time required by 1\Ir. Simon's memorandum o£ January 4. If you wish
us to proceed with the fully detailed Department o£ Labor portion of
a Section 232 investigation, we would be pleased to consult with you
on the matter.
As noted in the memorandum o£ .Tanuary 4, some work has been
done in the Department concerning 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 Impact of Energy Shortages on ilfanpmver Needs, dated :March 1974. This report, req~1i~·ed
under Section 506 of the Comprehensive Employment and Trammg
Act of 1973, deals with the i~npact of energy shortages on current and
future employment. A copy IS enclosed.
.
2. Labor Report, a part of the Pro.fect Independenc~ Bluepnnt
Task Force Report, dated November 1974. This report IS avmlable
from the Federal Energy Administration.
3. "The Effects of Oii Resource Allocation", an unpublished study
recently completed by Professor Yoram Barzel of the University of
'Vashin!!ton under contract to the Department of Labor. The study
is curre;tly being reviewed within the Department. I£ it appears that
this study contains material relevant to the effect of petroleum and
petroleum products imports on national security '"e will advise you.
JOEL SEGALL,
Deputy Under Secretary, Internationa-l Affairs.

THE CHAIRMAN OF THE
CouNCIL oF EcoNOMic ADvisERs,
Washington, D.C., January 8, 1975.
Ron. DAVID R. MACDONALD,
Assistant Secretary, Enforcement, Operations, and Tariff Affairs,
Department of the Treasury, Washington, D.C.
DEAR MR. MACDONALD: Petroleum and petroleum products are being
imported into the United States in such quantities and under such
circumstances as to threaten to impair the national security.
The quantity of imports of petroleum and petroleum products is so
large that these imports are essential to the continued functioning of
our economy at acceptable levels of employment and output. Unless
appropriate action is taken, petroleum and petroleum product imports would continue at current or higher levels, leaving the economy
open to serious damage if those imports were interrupted.
The circumstances under which petroleum and petroleum products
are being imported into the United States lead to a threat to national
security. Foreign governments may interrupt the flow of petroleum
and petroleum product imports to the United States to achieve economic or political ends. Oil-exporting nations whose exports are now
essentia~ ~o the. continued secu~ity of the United _States have agreed
to act JOintly m matters of ml exports. Collective action by some
petrole~m exporters reduced U.S. petroleum imports during 19731974 with senous damage to the economy and security of the United
States. A threat to our national security will exist until the United
States can absorb the effects of an embargo without damage to its vital
economic a_nd military interests.
~he Umted State~ c~n absorb the effects of an embargo without
serious damage only d Imports from those countries which act jointly
~:m petroleum matters are not essential to the United States. These
Imports would not be essential if the economy of the United States
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required only as much petroleul!l a!ld petroleum pro~ucts, or their substitutes, as could be produced w1tlun our bord~rs or 1mp~r~ed from nations which did not belong to the group whiCh acted JOmtly on petroleum matters. Consequently, actions which cause the economy to
adjust to the consumption of less energy in the form of petroleum
and petroleum products, and/or which cause more petroleum I?roducts to be supplied by domestic sources, would lead to greater natwnal
security.
Alternatively, imports from those nations which act jointly on
petroleum matters would not threaten the security of the United
States if alternative sources of petroleum and petroleum product
supply could easily and readily replace interrupted imports. At present 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 imported 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.
FEDERAl, ENERGY ADMINISTRA.TION,
Washington, D.O., January 11, 1975.
DAVID R. MAcDONALD,
Assistant Secretary, Enforcement, Operations, and Tariff Affairs,
U.S. Department of the Treasury, Washington, D.O.
DEAR MR. MAcDONALD: This is in response to your memorandum of
.January 4, 1975, concerning Treasury Department Section 232 Investigation on Petroleum Imports.
The Project Independence Report projected continued U.S. reliance 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 inherently 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 offsetting that insecurity ought to be reflected explicitly in the domestic
price of imported oil.
The future supply security of U.S. imports "ras a major focal point
in the Project Independence Report. The International Assessment
of that report assessed U.S. vulnerability to foreign political and economic coercion resulting from disruptions in the supply of imported
crude. It should be noted, moreover, that a significant disruption in
imports of certain finished products, such as residual fuel oiL could
have major economic security implications for the country. For' example, 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 offsetting the
costs of oil import interruptions. The criteria for evaluating these
options inch~ded t~eir relative co~tr~bution to U.S. energy import
supply secunty, thmr costs, and thmr Impact on world oil prices. The
most prominent options are: 1) Regulation of energy consumption
during an oil import shortfall; 2) Alternative domestic emergency
energy supplies; 3) International oil sharing. Each of these is discussed in greater detail below.
l. REGULATION OF ENERGY CONSUMPTION

As was demonstrated during the 1973-74 embargo, government
regulation of domestic fuel supplies can diminish the economic impact 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 effective. In the longer term. more efficient energy utilization will diminish 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 participating in the embargo.
In the longer term, strategic petroleum reserves could be developed.
For example, our assessment of current oil im:eort security indicates
the desirability of 1 billion barrels of crude 011, stored in U.S. saltdome caverns as they become available. The amount could be adjusted
as the threat assessment changes. Such a stockpile could offset a 3MM
barrel/day import cut for nearly one year. Given domestic conservation 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 desired 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 worl.d
oil prices, the cost ?f using imported oil, i.e., the expected economic
loss caused by an Import shortfall, and/or the costs of emergency
supply pro"'rams 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 participate in international security agreements such as the International
Energy Program (IEP), or a producer-consumer conference, with the
objective o£ establishing future world oil prices acceptable to the U.S.,
the other importers, and the OPEC countries; and to decrease the
likelihood o£ politically or economically motivated supply disruptions.
The IEP particularly is an important component o£ the U.S. energy
supply security program. It woulcl coordinate the responses o£ most
major oil importing nations to international supply disruptions, provide guidelines for conservation and stockpile release programs, and
avoid competition £or available supplies, and thus limit the oil price
increases likely to result from an oil shortage.
The IEP deters the imposition o£ oil export embargoes because it
diminishes the ability o£ oil exporters to target oil shortfalls on particular oil importers, or greatly increases the cost o£ doing so. For
example, under an IEP, a U.S. import shortfall o£ 3 MM B/D would
require a much larger export cutoff. and increase the political and economic costs exporters would incur 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 effective programs which the U.S. can implement at this time, given the
character o£ the international energy market. As such, these options
offer attractive prospects for minimizing the threat to our national
security resulting £rom our need to continue to rely on imported oil.
1Ve have C'nclosed a copy o£ the International Assessment chapter
fmm the Project In<lrpendence Report togrther with a copy o£ the
PUfS "U.S.-OPEC Petroleum Report," which provides OPEC export volume and pricing data for 1D7:3 by individual member countries. The 1D74 report has not yet been compiled.
'Ve trust that this information "·ill be helpful in the conduct o£
your investigation.
Sincerely,
Fn.\XK G. Z.\RB, Administrator.
ANNEX C.-CRUDE PETROLEUM AND PETROLEUM PRODUCTS 1
(1974 Data in 1,000 bbl/day)

Month
January ________ --- __ --_-------------February _____________________________
March _______________________________
Apri'-------------------------------May
_________________________________
June _________________________________
July _________________________________
August__ _____________________________
8-mo average'------ __________________

Domestic
production

Crude
imports

Product
imports

Total
imports

Domestic
demand

8, 907
9,156
8, 950
8, 952
8, 903
8, 777
8, 893
8, 918
8, 932

2, 382
2, 248
2, 462
3, 267
3, 748
3, 957
4, 167
3, 905
3, 267

2, 973
2, 973
2, 753
2, 703
2, 454
2, 218
2, 143
2, 286
2, 563

5, 455
5, 271
5,215
5, 970
6, 202
6, 175
6, 310
6,190
5, 830

17,270
17,371
16,045
15,919
15,624
16,459
16,156
16,332
16,397

8, 661

4, 047

3, 360

7, 407

13,742

LATEST DATA 3
4 weeks (ending Dec. 13)•-------------

1 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.
3
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[ANNEX

D]

U.S. Imparts of orude ail and petroleum products by source, JanuM"y through
October 1971,
[In thousands of barrels per day]

Country:

Total

Algeria --------------------------------------------------------Egypt ---~------------------------------------------------------
]{uwait --------------------------------------------------------Qatar ----------------------------------------------------------Saudi Arabia----------------------------------------------------United Arab Emirates-------------------------------------------Major Arab OPEC countries _____________________________________ _

220

14
2
16
382
82
716

71
Ecuador ---------------------------~----------------------------
Indonesia ------------------------------------------------------- 296
Iran ------------------------------------------------------------ 542
Nigeria ---------------------------------------------------------- 670
Venezuela ------------------------------------------------------- 1,131
33
Gabon ----------------------------------------------------------Major OPEC countries ____________________________________________ 3, 459

Canada --------------------------------------------------------- 1,015
Netherlands Antilles---------------------------------------------- 494
50
Angola ---------------------------------------------------------Italy ------------------------------------------------------------ 100
52
Netherlands ----------------------------------------------------10
Mexico ---------------------------------------------------------Bahamas -------------------------------------------------------- 213
Trinidad -------------------------------------------------------- 272
Others ---------------------------------------------------------- 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

PRESENT U.S. CONSUMPTION

COAL
94.5%
BTU's ·· 9380 x 10 ~

1

~o,·-=---

'''~

HYDROPOWER
PETROL~UM

BTU's ..

;;~. 10 15

Sou~c:e; fU. .-

NATURAL GAS
2.7%
15
BTU's•27Sx1D

Project Independence ?-13
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[Annex F]
U.S. crude oil daily averages in thousands of barrels per day production

Date:
Quantity
1964---------------------- 7,614
1965---------------------- 7,804
1966---------------------- 8,295
1967---------------------- 8,810
1968---------------------- 9,095

Date:
Quantity
1969 ---------------------- 9,238
1970---------------------- 9,637
1971 ---------------------- 9,462
1972 ---------------------- 9,441
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
OFFICE OF THE ATTORNEY GENERAL,
Washington, D.O., January 14, 1975.
Hon. WILLIAM E. SIMON,
Secretary of the Treasury,
Washington, D.O.
DEAR MR. SECRETARY : This is in response to your letter o£ January 7,
1975 requesting my views as to compliance with § 232 o£ the Trade
Expansion Act o£ 1962, as amended, 19 U.S.C. § 1862, and with applicable Treasury regulations, o£ the proposed procedures £or adoption and the proposed contents o£ an amendment to Proclamation
3279, Adjusting Imports o£ 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 o£ the Office o£
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 President. As you are aware, that finding was based upon the facts that
existed at that time, an overproduction o£ petroleum in the world market with a consequent extremely low price £or 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/ but the question arises whether it is a lawful basis £or the presently contemplated modification o£ the restrictions, especially in light
of the drastic change from the £actual situation which provided the
basis o£ the 1959 finding. Today the world is £aced 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) o£ the Trade Expansion Act, as amended, 19 U.S.C.
~ 1862 (b), after setting forth the requirement £or an investigation and
finding o£ a threat to the national security, provides that the President" . . . shall take such action, and for such time, as he deems necessary to adjnst the imports o£ such article and its derivatives so that
such imports will not so threaten to impair the national security."
(Emphasis supplied.)
The normal meaning o£ the phrase "such action," in a context such as
this, is not a single act but rather a continuing course o£ action, with
1 In Texas Am. Asphalt Corp. v. Walker, 177 F. Supp. 315 (S.D. Tex. 1959). the President's judgment that the facts called for exercise of his authority was held not subject to
judicial 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 restrictions, 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 flexibility as to the particular
measure which he deems appropriate to take, but, having taken an
action, he would retain flexibility, 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)
that "it is . . . the understanding of all the conferees that the authority granted to the President under this provision is a continuing authority. . . ." 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 a requirement of reinvestigation for every modification of restrictions would produce.
See S. Rep. No. 1838, note 2 supra.
The interpretation here proposed, whereby import restrictions once
imposed can be modified without an additional investigation and finding, has been sanctioned by the Congress' failure to object to the President's proceeding 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 TJ.S.C. § 1862 note. Some of those amendments have been minor administrative changes; others have involved
major alteration of the means by which petroleum imports were restricted; none have been preceded by a formal § 232 (b) investigation
and finding. 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. Of. Saxbee v. Bustos,-- U.S.--,--, 43 USLW 4017,4021
(Nov. 25, 1974).
The foregoing does not imply that the statute contemplates modification of restrictions without any Presidential determination that
the modification is necessary to protect against imports that threaten
national security. To the contrary, not only for modification but 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 effectiveness of his measurPs 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 origina\1~· codified to 19 U.S.C. § 1352a. In the Trade Agreements Extension Act of 1958, Pub. L. No. 85-686, § 8(a) Aug. 20, 1958, 72 Stat. 678, the
wording of the subsection was slightly changed so as to increase the President's flexibility
and power, .. ee H. Rep. No. 1838, 85th Cong., 2d sess., 1958 U.S. Code Congressional and
AdministratiYe NPw' 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. R7-794, Oct. 11, 1962, 76 Stat. 877. and codified to 19 U.S.C. § 1862,
without change in nwaning or intent. see S. Rep. No. 2059, R7th Cong .. 2<1 sess., 1962 U.S.
Code Congressional ancl AdministratiYe News 3118. l\Iost recently the Tracie Act of 1974,
Pub. L. No. 93-618, § 127(cl), made further slight amendments in the inYestigatiYe
procedure.
a 101 Cong. Rec. 8160-61 (1955). Because these remarks were made in '!mpllfying the
Confert>nce Report by the House floor manager, they are. e~tltled to be gn·en ti_Ie same
weight as a supplemental committee report. 8ee Duple;r; Prmttng Press Co. v. Deenng, 254
u.s. 443, 474-75 (1921).
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monitoring, both for continuation and for modification, docs 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 sclwme somehow changes when
the factual basis on which a threat to the national secnrity is found
changes from that which governed the original determination. Such
a distinction not only has no foundation in the statute or its legislative 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 issne the proposed Proelamation
does not preclude your making a specific innstigation 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 reasonable notice, hold public hearings ... " (Emphasis added.) There is
no evidence in the report of the committee which drafted this language, 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 upon
undertaking an investigation and allow for pnblic 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 provi::;ions 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 Proclamation to restrict imports of petroleum and petroleum derived :r,roducts.
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 Con g., 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 imports .... 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 command 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 circumstances. H. Rep. No. 745, supra; see the floor remarks of Congressman Cooper, quoted at page 3, supra. The 1958 amendments intended
no changp in this flexibility and discretion. The Senate Report stated:
"As was the purpose when the national security section was added
in the 1955 Pxtension of the act, the amendments are designed to give
the PrPsident unquest.ionPd authority to limit imports which threaten
to impair defense-essential industries." ( S. R~pt. No. 1838, supra).
A broad interprptation of the President's powers under § 232 (b)
has bPPll concurred in by the courts. As stated in Pancoastal Petrolrmn, Ttd. v. T!dan 348 F.2d 805, 807 (D.C. Cir. 1965). "The law
confers discretion on the President in broadest terms."
Against this background, there is no doubt that the devices employed in the draft Proclamation are within the authority of§ 232 (b).
ThPse include a return to the tariffs eliminated by Proclamation 4210
of April18, 1973, and an increase in the license fees established by the
same Proclamation. Both tariffs and license fees are traditional means
of restricting
imports and certainly
..
. envisioned by the statutory
provisiOn.
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 complex answer to a complicated problem. It is preferable to many other
proposed partial or simplistic alternatives and far superior to the most
destruetive option of all: doing nothing.
The first step to implement this program was taken when the President acted to impose an import tax on crude oil, beginning February 1. This tax will be linked to an equalization plan to spread the
financial bnrdf'n 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 prohibiting him from imposing the import tax for 90 days. Then, in an
effort to prevent a veto, it ineludes in the same bill an increase in the
tempor~ry debt ceiling required so the government can pay its bills
after mid-February.
It has bef'n 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 Democratic leadf'rship in any amount of time will develop comprehensive
solutions to the energy problem.
Last December, the Democrats tried in Kansas City to address themselves 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 equitable 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, if the Democratic Congressional lE>adership 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
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L.

PETTIS.

XI. SEPARATE MINORITY VIEWS OF
HON.•JOHN J. DUNCAN
I am in agreement with the minority views relating to the merging
o:f the debt limit bill with the bill to delay petroleum import :fees.
As stated, the combining o:f these two unrelated measures in a sin~le
legislative package is unprecedented and irresponsible and leads mescapably to the conclusion that the Democratic Majority on the Ways
and Means Committee is playing politics with the economic and
energy problems o:f our country.
It has never been a pleasant matter :for me to vote to raise the Federal debt limit. However, i:f 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.
(71)

XII. SEPARATE MI~ORITY VrEWS OF
HOX. DONALD D. CLAXCY
My remarks will be dirPcted to the amendment adopted by the Committee which would increase the National Debt. The serious and dangerous position that this nation finds itself in today is the result of
the unbridled spending of this government, in both the Executive and
Legislative Branches, past and prf'sent. 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 approximatPly $3;) billion for interest alone on thr 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 ns advocate and have urged for many years. We have
failed to institute proper budgetary controls that are so necessary
to rrstore a lwalth economic climatf'. 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 curtailing unnecessary expenditures
rather than ritualistically providing another huge increase in the debt
limit.
By adopting this legislati?n, this government will go to. the money
market and borrow once agam 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 arc 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 bndgets.
Budgf't control and effer'tive restraint have been nPglPdPd too long
and the ultimate result has been morr taxes and more inflation for our
peoplE'. These are why I oppose this measure at this time.
DoNALD
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D.

CLANCY.

XIII. SUPPLEMENTAL MINORITY VIEWS OF HON. BILL
FRENZEL, HON. WILLIAM A. STEIGER, HON. JAMES G.
MARTIN, AND HON. L.A. BAFALIS
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 2onsumers, and/or (:3) the apparent change
of legislative/executive dialogue from negotiation to confrontation.
All of these questions concern us. vVe are worded 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 sacrifice more than other areas, which are less dependent.
vVe 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 emer·gency. ""re 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 question of wlwther the Exrcutive has acted overaggressively
or arrogantly is. in the loug run, perhaps even more serious. The 94th
Congress really has not had time to review thr 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 ralid counter concems. First is the need. an urgent need if we follow Administration logic, to establish a national policy to reduce our
overall depelHlruce on· foreign oil. Second. but perhaps more important, is Congress' track l'l'cord 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, enn in the llliddle of tlw elllbargo 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 choicrs needed for energy conservation.
It is happier rriticizinl! the Pn•sident than in dealing with painful
reality. The Presidential prod may be a little heavy-handed, but, on
the record, it srems necrssary.
The Secretary of the Treasury and the President have stated that
the Administration is not comm~tted to complete the second and third
fpc incrpases, scheduled to occm· ~Iarch 1 and April 1. respectively,
provided Congre.ss make.s progress on a reasonable conservation plan.
On the eontra tT. the Adrninist ration is committed to work with Congre.ss in its phin. a modifieation or enn a different alternative. The
President's oft-repeated willingnrss to work with us takes much of the
(75)
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sting out of the apparent confrontation. That willingness gave us a
Transit compromise last November.
The phasing of the import fees lends support to the Administration's contention that it wishes to prod the Congress to action gently.
Prompt Congressional action on an energy policy could prod the import fee, and thus the price effect on consumers, to a modest level.
The Presidential proclamation specifically exempts refined products
in its first stage, so the immediate fears of regional inequity will be
minimized. The gradually-increasing tax schedule will bring gradually-increasing pressure on Congress to establish it!i own program or
to accept some variation of the President's program.
Stated in simple terms, there is nothing in the Administration program to prevent the Congress from acting. On the contrary, the President has pleaded with Congress to take action, and his proposal is
calculated to provide the greatest-possible incentive for Congressional
action.
Returning specifically to the oil cost-equalization plan, the Administration, through a variety of official witnesses, has assured us of its
equity. That equalization program is absolutely essential to any
energy policy based on price allocation-even the existing policy already forced upon 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 details, if fully announced, are only dimly
perceived by ourselves.
Our support of, or acquiescence to, any policy, is conditioned absolutely on energy-price equity. 'Vhat 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 program of mandatory energy conservation. We believe the Administration is fully committed to such a program by its official statements to
this committee, 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 sponsors admit that it leaves the President powerless to protect the people
of our country at a time of national emergency other than outright
war. An embargo would be snch a national emergency.
Congress has proved it can't act quickly. This bill prevents the
President from allocating by price. A number of self-appointed 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 gowrned by the law of the jungle, or the law of
the black market. Those with the time to wait, or the resources to influence, 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 marriage to the Debt Ceiling Bill. Tlw Debt Bill has been attached as a
crutch to prop up H.R. 1767. The marriage of two separate hills 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 Senate 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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tD vote to suspend our own rules to consider it. 'Ve had to marry two
bills with no relationship. And we had to consummate the unholy marriage by the use of proxies. Altogether, the performance was unwmthy
of a Congress which gives lip service to reform.
The Debt Limit Bill is frightmingly high, but Congress has spent
every penny and the bills are now dne. 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 program 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 reservations and misgivings, "'e feel compelled to vote against H.R. 1767,
which would suspend the President's po~wer 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 propDsal may be a crude
stimulus, but it seems to be the only prospect of stirring the Congress
into action.
BILL FRENZEL.
STEIGER •
•TAMES G. MARTIN.
L. A. BAFALIS.

\VILLIAl\I A.

XIV. ADDITIONAL MINORITY VIEWS OF HON. BILL
FRENZEL AND HON. WILLIAM A. STEIGER
Subsequent to the completion of our earlier remarks, the Committee votedl7 to 16 to seck a closed rule on H.R. 1767 with a waiver of
all points of order.
e do not believe that closed rules should he 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 amendments without restriction.
It is just such "·anton usc 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 deserve having our crutch taken away for good.
The same is tl'lle 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 w~iver is a dictatorial process that breeds sloppy Committee work.
,,Ve believe the rule requested gives further procedural reasons to
oppose this bill.

"T

BILL FRENZEL.
"WILLIAM

(79)

0

A.

STEIGER.

Calendar No. 16
94TH

CoNGRESS

1st Session

SENATE

}

{

REPORT

No. 94-11

TEMPORARY SUSPENSION OF PRESIDENTIAL AUTHORITY TO IMPOSE FEES ON, OR OTHERWISE ADJUST,
PETROLEUM IMPORTS

FEBRUARY

Mr.

17, 1975.-0rdered to be printed

from the Committee on Finance,
submitted the following

RmiCOFF,

REPORT
together with
MINORITY AND SUPPLEMENTAL VIEWS
[To accompany H.R. 1767]

The Committee on Finance, to which 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 import adjustment action, with respect to petroleum 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, having considered the same, reports
favorably thereon without amendment and recommends that the bill
do pass.
I. SUMMARY
The Committee's bill provides for the temporary suspension of the
President's authority 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, 1975, and before the beginning of such 90-day period.
In the case of petroleum and petroleum products the first section of
the bill suspends for the 90-day period beginning on the date of enactment any authority the President might have to adjust imports of
petroleum and petroleum products. Section 2 would negate any Presidential action to adjust petroleum imports taken after January 115;
(1)
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1975,. and before the date of enactment, and also provides for the
rebate of any duties or import fees or taxes levied and collected pursuant 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 declared, a national emergency
occurs, or certain situations involving the commitment of United
States Armed Forces arise. Section 4 of the bill provides that H.R.
1767 shall not affect the import license fee system on petroleum and
petroleum products which was in effect on January 15, 1975.
II. SUSPENSION OF ANY EXISTING AUTHORITY TO
INCREASE IMPORT FEES ON OIL
A. CHRONOLOGY oF PREsiDENT's AcTioN AND CoMMITI'EE REsPONSE

H.R. 1767 is essentially a resi?onse to the action taken by the President on January 23, proclaimmg an import fee on petroleum and
petroleum products. The President's action by proclamation anticipated enactment of legislation involving taxes ~m certain energy
resources including a $2-per-barrel tax on crude petroleum, both imported and domestically produced, and also import fees and excise
taxes on petroleum products. By favorably reporting H.R. 1767, the
Committee is seeking to work as an equal partner with the President on
our energy problems, including the problem of the growing dependence
on foreign oil.
·
On January 23, the President issued his Executive Order proclaiming import fees on petroleum and petroleum products which would
bring in revenues of about $200 million during the first three months
of 1975 and $400 million monthly by April 1975 according to the
Administration.

B.

DESCRIPTtoN OF THE PRESIDENT's AcTION AND CoMMENTS oN
EcoNOMIC IMPACT

Proclamation 4341 issued by the President on January 23, 1975,
modifies Proclamation 3279 dated March 10, 1959, which established
the mandatory 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 mandatory oil import quota program by a system
of import license fees.
Amendment of import license fee system
Proclamation 4341 provides that the phase-in schedule of import
license fees under the present system and the preferentiallon~er phasein fee schedule for imports of motor gasoline and other finished products from Canada (established under Proclamation 4227 of June 19,
1973) will be eliminated. This means that as of February 1, 1975, the
import fees 11nder 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 (except ethane, propane, butanes, and asphalt). These rates
would have been achieved as of November 1, 1975, under the present
program.
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The elimination o£ the longer phase-in o£ fees on imports £rom
Canada means the present fee o£ 6.0 cents per barrel on motor gasoline
and 4.2 cents per barrel on other finished products (except ethane, propane, butanes, and asphalt) rises to the uniform 63.0 cents per barrel,
which was not scheduled to take effect until November 1, 1980.
New import fee schedule
Proclamation 4341 increases the import fees under the present program on crude oil by a supplemental fee o£ $1 per barrel effective
February 1, $2 per barrel as o£ March 1, and $3 per barrel as o£ April
1. The effective supplemental fees on petroleum products will be zero
as o£ February 1, $0.60 as o£ March 1, and $1.20 per barrel by Aprill.
For example, the total import fee on a barrel o£ crude oil would be
$3.21 as o£ April1, and $1.83 per barrel o£ residual fuel oil.
Proclamation 4341 reinstates the tariffs on petroleum and petroleum
products as o£ February 1, which were suspended when the import
quota system was replaced by license fees. The burden o£ the reinstatement is nil, however, since the tariffs are subject to refund o£ equivalent amounts from the total fees paid.
"Entitlements" program
The "Old Crude Oil Allocation Program," established under Federal Energy Administration (FEA) regulations issued in December
1974, will continue to apply under the new program to equalize substantially the costs o£ crude oil to refiners while the domestic two-tier
price controls remain in effect. The purpose o£ 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 dependent on more costly imported
and "new" domestic crude oil not subJect to price controls (averaging
over $11 per barrel). The cost dis panty is reduced by allocating lowpriced "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 o£ "old" crude oil to new domestic plus imported
crude, calculated monthly by the FEA. Additional entitlements will be
issued to small refiners. The FEA will publish a list o£ the number of
entitlements issued each refiner.
Refiners with a lower share o£ "old" oil than the national average
in a particular month, for example, refiners heavily dependent on imported crude oil, sell entitlements to refiners with more than their
share o£ low-priced crude, up to the amount o£ the national average
ratio. The proceeds from the sales are used by the refiners to reduce
their cost o£ higher-priced imported or domestic oils. The refiners'
customers pay prices that reflect the cost o£ the imported crude oil
reduced by the value o£ 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 o£ low-priced domestic crude oil regardless o£ geographic
lof'ation or source o£ crude oil supply.
Under the present allocation regulations, residual fuel oil and No.
2 fuels (heating oil and diesel fuel), receive an entitlement valued at
approximately one-third o£ the crude entitlement value. These regu-
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lations are being amended to eliminate such entitlements for products.
Entitlements for products are replaced by reductions in fees to importers of all petroleum products subject to the supplemental fees.
The supplemental fees charged on products will be reduced from the
levels of fees on crude by $1.00 per barrel on February 1, $1.40 per
barrel on March 1, and $1.80 per barrel on Aprill.
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 remain 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
subject 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 reimbursed. 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 refined products, the import fee on products is computed initially at 60
cents instead of the $1.00 crude level to match tlw effective 60-cent
net fee cost for refiners. In turn, importers have had benefits under
the present entitlements program equivalent to 60 cents per barrel
of imported product. Since this entitlement will be eliminated under
the new program, the import fee on products wiJl 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 refiners 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 entitlement and 60 cents for the current product entltlement. The FEA
Administrator has authority under the Proclamation to reduce the
fee bv these or bv other amounts as he may determine necessary to
achie,,e the object:ives of the Proclamation and the lSmergency P~tro
leum Allocation Act of 1~73.
The fees are payable by the last day of the month following the
month the imports are released from customs or entered or withrl.rawn from warehmlSe. Under current pricf' regulations, there will
be a minimum time lag of one month between importation or payment of the fees on imported crude oil products and pass-through
of the price increase bv the refiner or importer. For example, the first
fee on petroleum products ~would not be pas~;ed through until April.
Under the present license fee system, fees are refunded on imports
which are refinerl. into products for export or incorporated into petroclwmicals 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 petrochemicals for export and fees on imports of crude oil manufactured into asphalt.

Howevet·, under the present system, imports of crude oil and petroleum products are generally exempt from license fees on the volumes
under the allotments of the old import quota program. About 90 percent of crude imports and over 90 percent of residual 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 existing fees but will phase out gradually until the allocation
system terminates in 1980. All petroleum and petroleum products imports will be subject, however, 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. H~ is to submit recommendations to
the President within three months.
Economic Impact
According to the Federal Energy Administration, the United
States now imports about 4.1 million barrels per day of crude oil and
about 2.6 million barrels per day of fuel oil and other refinery products. The Administration estimates that the increase of $3.00 per barrel on imported crude oil and $1.20 on imported petroleum products
will increase average imported petroleum prices by about $.035 per
gallon. This estimate refers only to the effects of the new import fees,
and it does not consider the impact on uncontrolled domestic oil or the
effects subsequently of other parts of the Administration proposal.
Aceording to the Adminh;lration the entire energy package is expected to cause a one-time increase in the price indexes of approximately 2 percent. ( OthPrs anticipate a much larger effect.) This Treasury Department estimate combmes the primary and ripple effects of
the total $30 billion energy conservation taxes and fees package. In
calendar year 1975, the import fees are expected to total $3.2 billion,
or 12.2 percent 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. Therefore, the Administration considers the potential inflation
impact of the oil import fee portion of the energy package to be small.
Energy costs are marked up through layer upon layer of the manufacturing, distribution and retailing systems which results in products
embodying energy having their prices raised by more than the actual
increase in energy costs. Many wages and other payments like social
security are tied to the change in prices, hence, compounding the rise
in energy prices' effect on the general price level. The ripple effect is
estimated to be 1.5 to 2.0 times the primary effect, implying that,
potentially, the Administration's total energy package's primary and
secondary effects could cause a high inflation rate to continue through
1975.

C.

DEScRIPTION oF PROVISIONS REG,4.RDING hiPOR'r FEE oN
PETROLEUM

The first section of H.R. 1767 provides that the President's authority
to adjust imports of petroleum and petroleum products under section
232 of the Trade Expansion Act of 1962 (the national security provision) or under any other provision of law, is to be suspended for a
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period of 90 days beginning on the date of enactment. It is intended
that no further Executive action be taken in the form of 1111 import
quota, tax, tariff, or fee or other type of import restraint during the 90day period that would have the effect of increasing the price of imported petroleum and petroleum products.
In this context, petroleum and petroleum products or, as stated in
the bill, "petroleum or any product derived therefrom," means imported crude oil, crude oil derivatives, and products and related products derived from natural gas and coal tar, and as employed in
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 proclamations or Executive orders issued before January 15, 1975 by the
President under section 232 of the Trade Expansion Act of 1962.
Thus, it is not intended that the Act affect the status of the existing
import. license fee svstem under Proclamation No. 4210.
Section 2(a) would repeal any Executive order or proclamation issued by the President after January 15, 1975 and before the date of
enactment under section 232(b) of the Trade Expansion. Act of 1962
or any other provision of law resulting in the imposition of a rate of
duty on imports of petroleum or any product derived therefrom. On or
after the date of enactment, petroleum and petroleum products made
subject to a rate of duty by such action would enter free of any such
duty. In addition, section 2(a) (2) would provide for the rebate of any
duty paid on imports of petroleum or petroleum products imposed by
the President pursuant to any action by him after January 15, 1975,
and before the date of enactment, under section 232 or any other provision of law.
Section 2 (b) is similar to section 2 (a) except that it will repeal the
import fee proclaimed by the President on January 23, 1975, or any
similar action taken after ,January 15, 1975, and before the date of enactment involving the imposition of a tax or fee on the imports of
petroleum or any products derived therefrom under section 232(b)
of the Trade Expansion Act of 1962 or any other provision of law.
I . ikewise, on and after the date of enactment, the tax or fee imposed on
imports of petroleum and products derived therefrom shall be only
the tax or. fee in. effect as a result of action ta~en before J:tnuary 162
1975. As m section 2(a) (2), any ta:x: or fee Imposed on Imports ot
petroleum and petroleum products which exceeds the tax or fee imposed on ,January 15, 1975, is to be rebated upon application to the
appropriate Federal agency.
In providing a rebate of duties or fees, the Committee intends that
there should be no increase in the price of imported petroleum or any
product derived therefrom under a tariff or import fee imposed
prior to the enactment of this Act. Since importers will be assured
that the duties or fees will be rebated, there will be no need for importers to pass along the fee to the customers through an increase in
price. In any event, the Committee is informed that under the President's Proclamation, the import fee on crude oil will not be collected
imm~diately and the fee on products will not begin to be collected until
Annl or even 1ater.
Section 3 provides that the 90-day suspension of the President's authority to adjust imports of petroleum or any product derived there-
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from under section 232 of the Trade Expansion Act of 1962 or any
other provision of law shall terminate under certain circumstances
involvmg engagement of the United States armed forces in hostilities.
The circumstances are : ( 1) should the Congress declare war ; ( 2)
should United States armed forces be introduced into hostilities pursuant to specific statutory authority; ( 3) should a national.emergency
be created by attack upon the United States, its territories or possessions, 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 <mder circumstances which require a report by
the President to the Con~ress pursuant to section 4 (a) of the WarPowers 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 involving armed cQnflict 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.R. 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 section 232 (b) of the Trade Expansion Act of 1962 or any other provision
of law.
Furthermore, it is not the purpose of this Act to limit, expand or
otherwise alter the authority delegated to the President· under Section 232 of the Trade Expansion Act of 1962, as amended. Nor is it the
purpose of this Act to confirm or ratify that the President, purportedly
acting under the authority of the national security provision of Section 232 of the Trade Expansion Act, as amended, either with or
without public hearings, has lawfully imposed, or may lawfully impose, monetary charges, however denominated, on imports whether by
Proclamation or otherwise.

D.

REASONS FOR SusPENDING THE PREsiDENT's AUTHORITY

The Committee has not had the opportunity to analyze in detail
the many ramifications of the Presidential proclamati'on of January 23, 1975. It is clear, however, that the import fees now 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 an
additional month to the end of March or the first :part of April.
The degree of import restraint gained by the Executive action is a
small contribution to the overall goal of reduction of oil imports.
Early and effective action to reduce our reliance on oil imports is
essential. However, the double challenge of inflation and recession are
serious threats to our economic welfare as well. These problems too are
joint responsibilities of the Congress and the President. R~liance o~ -···-.~
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Executive action under the national security clause, Section 232 of the
Trade Expansion Act, without adequate public notice and in the
absence of consultations with the Congress, could place Congress in a
position where it would have no choice but to adopt the President's
approach, or alternatively, to assume the responsibility for not responding to the need for an effective energy program.
To allow the President's proclamation of January 23, 1975, to stand
could keep Congress from effectively examining the choices that are
available to it m developing its own approach to energy conservation through the tax system.
As indicated above, the President's energy tax package appears to
be inflationary in its effect on energy cost for individuals and/or
business, much more so than first estimated. Moreover, its negative
impact on the effective demand for other goods may have been underestimated by the Administration. Alternatives to the President's program are available and must be considered, as well as the general
inflationary effect of the Administration program on all energy costs,
the secondary cost effects on products embodying energy, and the
intensification of the recession that will result from the reduction in
consumer purchasing power.

E.

SusPENSION oF AUTHORITY PLACEs HEAVY RESPONSIBILITY oN THE
CoNGRESS

In suspending the President's national security authority and negating his recent action under it with respect to imports of petroleum,
the Congress is assuming a heavy responsibility to propose and enact
energy legislation. By its action of favorably reportmg H.R. 1767, the
Committee is accepting its responsibility to develop and report legislation on petroleum and petroleum products (both imports and· domestically produced) that is responsive to our energy requirement
and coordinated with broad tax changes that are needed to stimulate
economic activity and alleviate the inequities stemming from the inflationary pressures of the past year and a half.
III. COSTS-OF CARRYING OUT THE BILL AND VOTE OF
THE COMMITTEE IN REPORTING THE BILL
In compliance with section 252 (a) of the Legislative Reorganization
Act of 1970, the following statement is rimde relative to the costs
incurred in carrying out 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 J anuary 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 H.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
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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
H.R. 1767 would amount to no more than $3.8 billion.
In compliance with section 133 of the Legislative Reorganization
Act of 1946, the following statement is made relative to the record
vote by the committee of the motion to report the bill.
The bill was ordered reported by a recorded vote of 14 ayes and 3
nays, as follows:
In favor-14 (Messrs. Long, Talmadge, Hartke, Ribicoff, Byrd of
Virginia, Nelson, Mondale, Gravel, Bentsen, Hathaway, Haskell,
Curtis, Hansen and Roth) .
Opposed-3 (Messrs. Dole, Packwood and Brock).

S. Rept. 94-11-2

MINIORITY VIEWS
These miniority views are limited to a discussion of the oil import
fee imposed by the President \Yhich would be nullified by the enactment of.H.R. 1767. The other proposals of the President relating to
our energy problems can only be initiated by affirmative action of the
Congress. Hence, any opinions about the Presidenps other proposals
relating to petroleum, their impact on our economy, their merits or
demerits and their costs to the consumers are not relevant to the issue
raised by H.R 1767.
In our opinion, H.R. 1767 is bad legislation which deals in a negative fashion with a major crisis facing our Nation.
.
H.R. 1767 would block the President's legal authority to impose
import fees on crude oil for a period of ninety days. This is an authority which originated in the Senate Finance Committee as an
amendment to the 1955 Trade Agreements Extension Act. During the
intervening 20 years the Congress has reviewed this authority on a
number of occasions and has consistently reaffirmed the President's
mandate to take appropriate action against theimportation of an article which threatens national security.
Despite this history, H.R. 1767 would negate the President's positive action 'vithout offer.ing any alternative. 'Ve believe this it> a cava-.
lier and irresponsible way to deal with a legitimate crisis of national
security which is daily growing worse, not better. Consider the following facts:
(l) Petroleum is a unique commodity, entering into almost every
facet of our economy, either as the fuel for transportation of goods and
people or as the raw material for a myriad of products like fertilizer
and petrochemicals. It is hardly an exaggeration to say that petroleum
has become the lifeblood of our economy.
(2) Because our demands for energy have been outstripping·the
gTowth in domestic production, we have become increasingly reliant
upon foreign sources of oil. vVe are now importing about 40% of our
total petroleum consumption; by 1985, if present trends continue, we
would be dependent on foreign nations for more than half of the oil
we consume.
(3) Only a small portion of these imports can be deemed to be se<:>ure from interruption in the event of a political or military crisis, and
recent history strongly indicates that such a crisis is by no means a
remote possibility in an area where two-thirds of the world's known
petroleum reserves are located.
(4) Most of the countries which export the oil that we import are
organized into a cartel which has managed to raise international oil
prices to a level four tinies above that which prevailt~d prior to the
1973-1974 embargo. .
( 5) The outflow of U.S. funds to those oil-rich countries greatly enhances their economic and political power and weakens our own and
(11)
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that of our allies. In 1970 our total bill for foreign oil was $2.7 billion.
In 1974, that figure shot up to approximately $24 billion. Unless we
act to restrict imports, the bill will rise quickly to more than $30 billion a year.
(6) At the present time, we cannot safely stop the import of all
petroleum to this country. 'V"e can, however, reduce our imports by
about 350,000 barrels a day without significantly damaging our economy by use of the proposed tariff.
In the face of these facts and of our rapidly deteriorating international economic 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
"fuse" 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 ~>ome time. The only question is
when.
The President has determined that we have waited long enough and
must start to extinguish the fuse. No program designed to cut down
use of a vital commodity will satisf.y everyone. At a minimum, however, hopefully everyone can agree that the burden of increased costs
for petroleum products would be geographically equalized. We believe
that the basic program is well designed to achieve this equalization. 1
We certainly do not believe that Congress should now tell the
President: "We are not sure that the action taken is the best .possible,
so we would rather do-nothing while an admittedly untenable situation is aggravated in order to see whether we can do any better." Nor
should t)ongress delude itself or the Nation into believing that, by
postponing a decision, the problem will go a way.
We have here a situation where there is a Congressional mandate
that requires the President, after a finding of threatened national security resulting from an imported article, to take such action "as he
deems necessary to adjust the imports of such article ..."The President has taken such action. Now the majority of this Committee, without seriously questioning the fact that our national security is
thrt;latened, want to tell tlie President that they do not like his taking
independent action. Had the President taken less action than he was
obligated to take, they could have criticized his failure to recognize
the magnitude of the problem.
We would suggest that Congress, instead of playing politics 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
ap:pears, we will be the first to embrace it by supporting positive legislation, rather than the do-nothing approach which the majority now
1 A8enming that the Increased cost of the fees Is passed through on a proportional basis
the following retail pricing effects are anticipated, after equalization becomes effective:

Gasoline per gallon, distillate per gallon, and residual per barrel
cent~

February -----------------------------------------------------------------0
~arch -------------------------------------------------------------------- 1. 4
April --------------------------------------------------------------------- 2.8
~ay ---------------------------------------------------------------------- 4.3
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recommends. In the meantime, by supporting the present program, we
have demonstrated to our allies the strength of our commitment and
our capability to take necessary action to conserve petroleum and to
free ourselves from dependency on petroleum imports.
We urge the defeat of H.R. 1767.
CARL T. CuRTis,
PAUL FANNIN,
CLIFFORD p. HANSEN'
RoBERT DoLE,
BoB PAcKwooD,
BILL BROCK.

SUPPLEMENTAL VIEWS OF MESSRS. CURTIS, FANNIN,
.HANSEN, DOLE, AND BROCK TO H.R. 1767
Support in Committee to report H.R. 1767, given by some of us, was
only to clear the bill for consideration by the Senate. In its present
form we will vote against the bill for the following reasons:
1. it will delay consideration by the appropriate Committees of the
House and Senate of the major parts of the President's energy
program.
2. It will pre-empt the President's authority to take even the first
step toward freeing the domestic petroleum industry from the stifling
effects of Federal regulation and price controls.
3. With imports now running at the rate of almost 7 million barrels
a day-4 million crude and 3 million refined products-a 90 day delay
would cost the President's program over $900 million.
4. The effect of a $1.00 tariff on domestic gasoline prices will be only
about 1¢ per gallon according to FEA (rather than the added recessionary effects predicted by some). All other taxes and other provisions of the President's program except the tariff on imports are
subject to Congressional approval or amendment.
5. Most experts believe in the concept of price elasticity and the
market place as the most effective way to reduce demand through encouragement of conservation. Any quantitative cut-back in imports,
without the other provisions of the President's program, would result
in continuation of mandatory allocation or rationing.
6. Suspension or revocation of the $1.00 tariff might well encourage
the OPEC bloc to add that much on to their already <J,Uadrupled prices.
\\'nile we do not fully agree with all of the specifics of the President's program and will propose some changes, the tariff plan is a
central part of the whole carefully integrated program and should be
retained intact.
To those who say the U.S. economy cannot stand the sudden shock
of the import cut-backs envisioned in the President's program, we say
we cannot afford the continued outpouring of U.S. dollars-more than
$2 billion per month last year and steadily increasing.
Those dollars are taking jobs out of this country. For each barrel of
oil we import, we commit ourselves to exchange more of our goods and
services. The average American will have to work longer and produce
more to acquire the same amount of petroleum. Anyway you look at
it, this translates into a lower standard of living.
Other parts of the President's plan will re9uire legislation. ~:loving
from foreign dependency to domestic suffiCiency and security is an
urgent national goal.
The most attractive part of the President's flan is the promise of
increased domestic energy through decontrol o oil and gas. Congress
will spell out the terms by which this is accomplished. They should
include plowback allowances for reinvestment of profits in domestic
exploration and development.
(15)
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We agree that Congress should determine by legislation when the
funds are to be returned to the economy, how the funds are to be
returned and to whom the funds will be returned.
The President's tariff plan is an integral part of the means of raising
those funds and moving ahead as fast as possible in development of
our own abundant energy resources. This bill will be paid by Americans to America. It will be far less than the compounding costs of the
mounting dollar drain going to other countries so long as we do
nothing. We can't afford three more months of doing nothing.
There is no painless way to cure our misery of energy dependence.
The President has acted.
He has used the power Congress mandated him to employ in protecting our national security.
The individual views of the Democratic Majority Whip, Dan
Rostenkowski in the House report on H.R. 1767 uphold the President's
authority to impose the import fee.
Quoting from Congressman Rostenkowski's views in the report: "I
have no doubt that his office did all that was necessary to comply with
the requirements of the law."
The Majority Whip concluded:
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. We 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.
vVe fully agree with the House Majority Whip's conclusions and
recommend that the Senate reject the 90 day suspension o£ the President's authority to adjust imports of petroleum and petroleum products so that Congress may get on with the job o£ amending or changing
the other parts of his energy program as it sees fit.
Each day lost means $10 million less in rebates to achieve the
objectives.

T.
J.

CARL
CURTIS,
PAUL
FANNIN,
CLIFFORD P. HANSEN,
ROBERT DOLE,

BILL BROCK.

SUPPLEMENTAL VIEWS OF MR. BROCK

It has been over one year since the Arab embargo-an "Economic
Pearl Harbor". If the Senate approves H.R. 1767 it will again show
the American people its lack of willingness to come to grips with aneffective energy policy. Even though thousands of hours have been
spent in debating the merits of every conceivable policy option, this
bill offers the American people nothing but more delays.
We must act responsibly and soon; there is no other choice. Only a
massive increase in farm exports last year allowed us to earn most of
the more than $50 million which leaves this nation every day to pay
for our energy requirements. While this drain on America's wealth
has to be stopped, we must do so without worsening our already severe
economic ills.
At the time the President proposed his program, there was broad,
bipartisan agreement on the need to conserve one million barrels of
oil a day by the end of 1975. The only controversy was over the best
means of achieving this goal.
In the few weeks since the State of the Union Address, the overall
economic situation has changed considerably. Unemployment, once
forecast as peaking at 8%, is now 8.2% and may go much higher. Because of this dramatic shift in the economy, the focus of the energy
debate has changed. The real issue is no longer how to conserve a million barrels a day. Rather, it is how much energy conservation the
American economy can stand without impeding economic recovery.
Energy policy cannot be divorced from economic policy: the two
are inseparable. The price and amount of energy available for the
economy affects all sectors of our country and all income groups. For
~nstance, gasoline sales alone account for 5% of the nation's disposable
Income.
To those who stress the importance of energy conservation for foreign policy reasons, it must be pointed out that America's economic
health and the economic health of the Western world are closely related. Neither the IMF nor the OECD foresee a return to economic
growth in theWest until the latter half of 1975. Our primary goal must
be to assist economic recovery in everyway possible. Little will be
accomplished by adopting overly stringent conservation measures that
would lead the world into a deeper slump.
Thus, energy conservation measures cannot be considered without
reference to the domestic and world economic situation. I will not
argue about the need for such measures; I stress only that they should
be phased in gradually in order to avoid aggravating our macroeconomic ills. It is a fair question to ask how quickly we should do the
phase in. Such a question must be the subject of intensive public discussion in the coming weeks.
Preceeding carefully with energy conservation does not mean that
we need to take no immediate action on energy policy. On the con(17)
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trary, there are a number of steps that this Committee, together with
other Congressional committees, can take to stimulate domestic supplies and therefore reduce our dependence on foreign supplies. These
include supply measures, such as those outlined in the State of the
Union Address, to make greater use of our domestic coal and to open
up Elk Hills Naval Petroleum Reserve.
In the face of a national emergency, Congress was once able to
move quickly and decisively within 100 days. It must do so again.
In return for such a commitment to actwn, I would hope that the
- President would voluntarily rescind the import fee. If, at the end of
100 days, Congress has still not acted, then maybe it is incapable of
acting. With the cooperation of the Executive Branch, I believe it can.
The President and Congressional leaders have expressed a willingness to compromise. As mJ good friend, Senator Bob Dole from Kansas, has said, "confrontatiOn aids no one". Let us put aside H.R. 1767
and begin work on the real problems facing America today.
BILL BROCK.

SUPPLEMENTAL VIEWS OF MR.DOLE
~he passage of H.R. 1767 in its present form will lead to a confrontatiOn between the Administrative and Legislative branches over a
minor portion of President Ford's energy program. When the American people fervently hope that their elected representatives will work
together to solve the serious economic and energy problems facing
om nation, there is little evidence of any such effort.
The most urgent problem among energy issues is our overdependence on foreign oil, and this problem has been widely recognized in
Congress, the public media, and elsewhere. The steady erosion of our
economic vitality due to the sharply increased dollar outflow for foreign petroleum and the threat to our national security due to a possible
embargo are the most serious dangers.
I agree with the President's initiative in taking prompt action to
reduce these dangers. But in view of strong and possibly successful
opposition, a measure that both the Congress and the President can
agree on is needed to keep this initiative going.

INACTION DANGEROUS
In view of passage in the House of Representatives o,f H.R. 1767,
and cosponsorship of S. J. Res. 12 by more than half of the Senate, the
majority in Congress has demonstrated an intent to suspend for 90
days any oil tariff increase in order to give time for consideration of
the President's energy program or alternatives to it. It has now been
ovPr 30 days since the President's energy proposals were made public
on January 15, 1975, and it has been nearly a month since H.R. 1767
and S. J. Res. 12 were introduced on January 23, 1975. Time for debate
and final passage in the Senate, veto by the President, and veto override procedures could take several more weeks before final action on
the 90-day tariff suspension proposal is completed.
Ih short, the 90 days sought by some Senators and Representatives
in Congress for due consideration will have passed or nearly have
passed by the time action on this single issue is completed. And during
this time. the dangers mentioned above continue to exist or possibly
even could be aggravated by a growing volume of oil imports.
Rather than wasting time in co_ming to grips with the problem, a
middle ground should be reached now.
If Con~ress and the Executive would each l!ive a little, an accomodation mil!ht be fashioned. Several Members of Congress-Democrats
and Republ~cans-have expressed an in~erest in 'Yo~king wi~h the
Administration to formulate energy policy, and similar sentiments
have come from the Executive Branch.
NATION LosEs
Yet the rhetorical support for compromise and cooperation has not
been I;eflected in legislation. The majority appears insistent on send(19)
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ing legislation to the White House that the President will veto. If the
veto is sustained, the opponents to the import fee program will have
gained nothing. If the veto is over-ridden, the President's initiative
would be barred for 90 days after enactment. So a comprehensive response to the energy problem could be delayed for months, even beyond
the 90 days due to the slowness of legislative procedures.
In either event, the nation loses, because there is no response to the
basic problem. Inst{lad of the delay that will result from passage of
H.R. 1767, the country needs prompt action on a comprehensive solution to the dangers of a high volume of oil imports, as mentioned
earlier. A compromise on the tariff issue is the first step. It would
facilita~ early action by Congress and would let us focus on the major
legislation yet to come.
I have drafted a tariff compromise amendment that would essentially freeze the first phase of the President's oil import duty order for
90 days. Other compromise amendments have been devised and, of
course, others could be formulated.
My approach would give Congress the 90 days being sought for
congressional consideration and preserve the President's initiative,
thereby encouraging expeditious action by Congress.
Many have expressed concern about the imported oil duty and its
cost to consumers. A compromise measure could alleviate that concern.
If the $1 tariff were frozen, as I have proposed, the revenue collected
would be $120 million per month for a total of $360 million during the
90 days sought by some in Congress, compared to a total of $854.4 million to be collected in the first 90 days of the President's import duty
order. The tariff would be passed on directly or indirectly to consumers
as has been described in analyses presented to the Committee. These
estimates made by the FEA are based on present import levels of 4
million barrels of crude oil and 2.6 million barrels of refined product
daily.
A compromise amendment accepted by Congress and the President
could be a meaningful step toward reducing the economic dangers of
over-dependence on oil imports mentioned earlier if it maintained the
President's initiative, even though in a moderate form. A delay with no
action at all means the country will continue to be without any program
to reduce our dependence on oil imports at all.
SPECIAL PROVISION FOR NORTHEAST

New Englanders have shown particular concern because of their
reliance on impo~d petroleum products. Detailed analysis has shown
that because of special action taken to prevent unusual hardship in
that area, the northeastern United States will suffer somewhat less
from the import oil duty than the rest of the nation. This special consideration is accomplished under the FEA's "Old Oil Allocation Program" and is more fully explained in the attached appendix.
When H.R. 1767 is considered in the Senate. I hope that a majority
of Senators will agree on some compromise. Only then can the Congress and the President begin to cooperate in finding effective and
equitable solutions to our urgent economic and energy problems.
RoBERT DoLE.

APPENDIX
hiP.\CT
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ENGLAND

oF FREEZING THE PRESIDENT's OIL IMPORT
FEE AT ONE DoLLAR

New England relies heavily on imported residual oil and distillates
for its energy. There have been various reports that New England
would be discriminated against under the President's Energy Program. In order to assess the impact o:f the President's program it is
necessary to consider the situatwn prior to February 1, the effective
date o:f the first stage o:f the President's scheduled imposition o:f oil
import fees.
In November 1974 the FEA instituted the Old Oil Allocation Program, sometimes referred to as the crude oil equalization or entitlements program. The reasoning underlying this program is as follows:
Old oil which is price controlled at about $5.25 a barrel, accounts :for
about -!Oo/o o:f the domestic refinery input. Imported crude oil and uncontrol1ed domestic crude oil, which accounts :for about 60% o:f domestic refinery input, sells :for about $11.50 a barrel. It was decided that a
:fair and equitable policy requires that refiners and importers o:f petroleum products share equally in access to the lower priced controlled
crude oil, or the equivalent o:f such access. The Old. Oil Allocation Program e"ttempts to achieve this objective by the device o:f a system of
"entitlements."
Under the Old Oil Allocation Program all domestic refiners are
given "entitlements" to old or controlled oil equal to approximately
40o/o oi the total crude oil which they refined during a particular
month. Domestic refiners can only use controlled oil :for which they
hold entitlements. In the case o:f integrated oil companies with more
controlled oil than they hold entitlements :for, they may either sell such
excess o:f controlled oil to persons holding snch entitlements, or, and
this is the normal case, they may purchase entitlements from other
refiners who use less old or controlled oil than their entitlements. Entitlements to o]d oil will have a value approximately equal to the difference between the old or controlled oil price o:f $5.:2:) aml the price of
nncodrolled oil. The effect o:f selling entitlements to old oil to a major
oil company vd1ich desires to use more controlled crude than it has entitlements for, is to allow the seller to go into the market and purchase
an equivalent amount of uncontrolled domestic crude from independent producers or imported crude at a net cost o:f $5.25 a banel (i.e.,
by offsetting the proceeds o:f a sale of the entitlements against the
higher price o:f the uncontrolled crude).
The Old Oil Allocation Program has a system of "product" entitlements to permit importers of petroleum products to participate in the
lower price o:f products which may result :from the refining of crude
oil, 40% of which has a cost of $5.25 a barrel and 60% a price of $11.50
(21)
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a barrel. These product entitlements are issued on the basis of ratio,
(derived from a comparison of domestically produced residuals and
distillates with the prices of imported residuals and distillates), which
results in residual and distillate products having a 3U% weight wheu
compared to a barrel of crude oil. The effect of such product entitlements is that importers' costs are reduced by 60 cents a barrel. In other
words, the Old Oil Allocation Program provides a subsidy of 60 cents
a barrel for the importation of residual and distillate oil products.
Since the Old Oil Allocation Program has only recently taken effect,
consumer prices of imported residual and distillate fuels did not reflect
the 60 cents a barrel subsidy as of the end of January, although there
should be some effect in February.
How

THE

$1

PER BARRET" IMl'ORT FEE AFFECTS hiPORTED PRODUCTS

The effect of a $1 per barrel import fee on crude oil will be an
increase by $1 per barrel in the cost of 60 percent (on a national average) of domestic refinery input. As explained above, controlled oil
accounts for about 40 percent of domestic refinery input. Since uncontrolled domestic crude will rise to the price of imported crude, including the $1 import fee, about 60 percent of domestic refinery input will
reflect the $1 per barrel increase in cost. The net price increase (net
fee cost) with respect to domestic refinery products, after the $1 per
barrel additional cost of 60 percent of crude is aYeraged with the 40
percent of controlled crude, will be 60 cents per barrel $1 x 60%).
In order that the price of imported petroleum products will also
reflect such 60 cents net fee cost, an additional 60 cents per barrel
fee should be imposed on imported products. However, the equivalent
of imJ?osition of a 60 cents a barrel import fee on imported products
is achieved by eliminating the 60 cents a barrel subsidy for imported
products under the Old Oil Allocation Program described above.
Hence, under the first stage of the President's oil import fee program,
no import fee is imposed on imported petroleum products.
As mdicated above, as of the end of January 1975 the consumer
price of imported residual and distillate products had not reflected
the 60 cents per barrel subsidy under the Old Oil Allocation Program.
Since the 60 cents per barrel subsidy is eliminated as of February 1st
under the President's program, and no import fee is imposed on imported residual and distillate products in the first stage, the price
of imported residual and distillate products to consumers in New
England should decline in February and March as the 60 cents subsidy under the Old <?il Allocation Program works its way down to
the consumer. Some time around the end of March or early April the
price of such imported residuals and distillates to New England consumers should rise to the pre-February 1st levels as the impact of withdrawal of the 60 cents per barrel subsidy is reflected in consumer
prices..This ignores other factors which may cause such prices to rise
or declme.
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In conclusion, if the President's authority under Section 232 of the
Trade Expansion Act of 1962 is restricted to the oil import duties
which went into effect on February 1, 1975, New England consumers
of imported residuals and distillates will lose the benefit of the 60
cents a barrel subsidy of imported products. However, the pre-February 1st prices of such imported residuals and distillages will be unaffected by the President's program since the 60 cents per barrel
subsidy eliminated under the President's program on February 1st
had not been reflected in the January prices paid by New England
consumers or imported residuals and distillates.
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H. R. 1767

.Rint~fonrth

«rongrcss of the llnittd ~tatts of ·:ammca
AT THE -FIRST SESSION

Begun and helil at the City of Washington on Tuesday, the fourteenth day of January, .
one thousand nine hundred and seventy1ive

S!n S!ct To suspend for a ninety-day period tbe authority of the Presldent under section
282 of the Trade. Expansion :A.ct of 1962 or allY other p Vision of Ia.w to
increase tarift's, or to take any other import adjustment
with respect
to petroleum or products derived therefrom i to negate
. ueb aetion which
may be taken by the President after Janu1117 15, 1915; and before tbe beginning of such ninety-day period; and for ot~r purposes.

IJ.e it enacted by the ~eru:te and H01.f1e of Representatives. of the
Untted States of Amerwa tn Congress asaemlJled, That, dunng the·
period beginning on the date of the enaetment of this Act and ending
at the close of the ninetieth 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.
SEC. 2. (a)(l) Any action which is taken after January 15, 1975,
and.before the date of the enactment ?f t.his 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 eftect
on the date of the enactment of thisAct, and the entry or withdrawal
of petroleum and any product derived therefrom Oil" or after such date 1
of enactment shall be duty free. · .
(2) Upon appropriate re<tuest therefor filed with the customs officer
concerned onor before them.xtieth . after the date of the e11actment
of this
'tne
sect~Ion 232(b) or any
· .·.
. th:e .Provisions .
other ~rdviSion of ·
of section 514 of the
of
or any other proVlSlon of law,
be liquidated or reliquidated as if no duty applied to such entry or
withdrawal.
(b)(1) Any action which, is taken.~r January 15, i975, and
before the date of the ena~ent of this Aet by' the President under
section 232 (b) of :the Trade E~pansion Act of 1962 {)r any Qther provision of law which results in the imposition of a ta:x or fee on,tile
importati.·on of petroleum or any product deri.ved therefrom which· is
higher than the tax or fee imposed on the importation of petroleum or
any such product on Janp.arv 15, 1975, shall cease to have effect on the
date of tlie enactment of th1s Act; and the tax or fee imposed on the
importation of petroleum or any product derived therefrom after such
date of enactment shall be the U..:x: or fee in effect on January 15, 1975.
(2) Upon request therefor filed with the appropriate Federal~cy .
on or before the sixtieth day after the date of the enactment of this Act,
the amount of any tax or fee imposed by the President (pursuant to
any action by him after January 15, 1975, and before the date of the
enactment of this Aet 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 tai o.r fee tpat
was: imposed with respect to the importation of petroleum ~r p~
derived therefrom on January 15, 1975, shall be rebated to such ~on.

r
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SEc. 3. If during the ninety-day period referred to in the first
section of this Act-,( 1) the Congress declares war,
(2) United States Armed Forces are introduced into hostilities ;eursuant to specific statutory authorization
(8) a national emergency is created by attack upon the United
States, its territ.Qries 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 Presir
dent to the Congress pursuant to section 4(a) of .the War Powers
.
Resolution (50 U.S.C.l453(a) ),
the first section of this Act shall not thereafter apply.
SEC. 4. Noth~ in the first section and sections 2 and 3 of this Act
shall be deemed to affect the validity of. any proclamation or executive order issued before January 16, 1975, by the President under section 282 {b) of the Trade Expansion Act of 1962.
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TO THE HOUSE OF REPRESENTATIVES:
I am returning H.R. 1767 without my approval.

The

purposes of this Act were to suspend for a ninety-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 import
adjustment action, with respect to petroleum 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 ninety-day period.
I was deeply disappointed that the first action by
the Congress on my comprehensive energy and economic
programs did nothing positive to meet America 1 s serious
problems.

Nor did it deal with the hard questions that

must be resolved if we are to carry out our responsibilities
to the American people.
If this Act became law, it would indicate to the
American people that their Congress, when faced with hard
decisions, acted negatively rather than positively.
That course is unacceptable.

Recent history has

demonstrated the threat to America 1 s security and economy
caused by our significant and growing reliance on imported
petroleum.
Some understandable questions have been raised since
my program was announced in January.

I am now convinced

that it is possible to achieve my import goals while
reducing the problems of adjustment to higher energy
prices.

Accordingly:
I have directed the Administrator of the Federal
Energy Administration to use existing legal
authorities to adjust the price increases· for
petroleum products so that the added costs of

·j
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the import fees will be equitably distributed
between gasoline prices and the prices for
other petroleum products, such as heating oil.
These adjustments for gasoline will not be
permanent, and will be phased out.
To assist farmers, I am proposing a further
tax measure that will rebate all of the
increased fuel costs from the new import fees
for off-road farm use.

This particular rebate

program will also be phased out.

This proposal,

which would be retroactive to the date of the
new import fee schedule, will substantially
lessen the adverse economic impact on
agricultural production, and will reduce
price increases in agricultural products.
These actions will ease the adjustment to my conservation program in critical sectors of the Nation while still
achieving the necessary savings in petroleum imports.
Some have criticized the impact of my program and
called for delay.

But the higher costs of the added

import fees would be more than offset for most families
and businesses if Congress acted on the tax cuts and
rebates I proposed as part of my comprehensive energy
program.
The costs of failure to act can be profound.

Delaying

enactment of my comprehensive program will result in
spending nearly $2.5 billion more on petroleum imports
this year alone.
If we do nothing, in two or three years we may have
doubled our vulnerability to a future oil embargo.
effects of a future oil embargo by foreign suppliers
would be infinitely more drastic than the one we
experienced last winter.

And rising imports will

•
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continue to export jobs that are sorely needed at home,
will drain our dollars into foreign hands and will lead
to much worse economic troubles than we have now.
Our present economic difficulty demands action.
But it is no excuse for delaying an energy program.

Our

economic troubles came about partly because we have had
no energy program to lessen our dependence on expensive
foreign oil.
The Nation deserves better than this.

I will do

all within my power to work with the Congress so the
people may have a solution and not merely a delay.
In my State of the Union Message, I informed the
Congress that this country required an immediate Federal
income tax cut to revive the economy and reduce unemployment.
I requested a comprehensive program of legislative
action against recession, inflation and energy dependence.
I asked the Congress to act in 90 days.
In that context, I also used the stand-by authority
the Congress had provided to apply an additional dollar-abarrel import fee on most foreign oil coming into the
United States, starting February 1 and increasing in March
and April.
I wanted an immediate first step toward energy
conservation

the only step so far to reduce oil imports

and the loss of American dollars.

I also wanted to prompt

action by Congress on the broad program I requested.
The Congress initially responded by adopting H.R. 1767
to take away Presidential authority to impose import fees
on foreign oil for 90 days.
Although I am vetoing H.R. 1767 for the reasons stated,
I meant what I said about cooperation and compromise.
Congress now pledges action.
time for such action.

The

I offer the Congress reasonable

I want to avoid a futile confrontation

which helps neither unemployed nor employed Americans.

4

The most important business before us after 50 days of
debate remains the simple but substantial tax refund I requested for individuals and job-creating credits to farmers
and businessmen.

This economic stimulant is essential.

Last Friday, the majority leaders of the Senate and House
asked me to delay scheduled increases in the import fees on
foreign oil for 60 days while they work out the specifics
of an energy policy they have jointly produced.

Their policy

blueprint differs considerably from my energy program as
well as from the energy legislation now being considered by
the House Committee on Ways and Means.
I welcome such initiative in the Congress and agree
to a deferral until May 1, 1975.

The important thing is

that the Congress is finally moving on our urgent national
energy problem.

I am, therefore, amending my proclamation

to postpone the effect of the scheduled increases for two
months while holding firm to the principles I have stated.
It is also my intention not to submit a plan for decontrol
of old domestic oil before May 1.
I hope the House and Senate will have agreed to a
workable and comprehensive national energy legislation.
But we must use every day of those two months to develop
and adopt an energy program.

Also, I seek a legislative

climate for immediate action on the tax reductions I have
requested.

It is my fervent wish that we can now move from

points of conflict to areas of agreement.
I will do nothing to delay the speedy enactment by the
Congress of straight-forward income tax cuts and credits by
the end of this month.
Under present conditions, any delay in rebating dollars
to consumers and letting businessmen and farmers expand,
modernize and create more jobs is intolerable.

•
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I do not believe the Congress will endanger the future
of all Americans.

I am confident that the legislative

branch will work with me in the Nation's highest interests.
What we need now is a simple tax cut and then a
comprehensive energy plan to end our dependence on foreign

oil~

What we don't need is a time-wasting test of strength
between the Congress and the President.

What we do need is

a show of strength that the United States government can act
decisively and with dispatch.

THE WHITE HOUSE,
March 4, 1975.

MARCH 4, 1975

FOR IMMEDIATE RELEASE

OFFICE OF THE WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE
REMARKS OF THE PRESIDENT
UPON VETOING
a. R. 1767
THE OVAL OFFICE
1:56 P.M.

EDT

In mid-January I said this country needed an
immediate Federal income tax cut to reverse the current
recession and create more jobs. I went to the Congress
with a specific program of legislative action against
recession, inflation and energy dependence.
I asked Congress to act by April 1. I used
the authority Congress had given the President to apply
additional import fees on most foreign oil.
I did this for two reasons: First, it is an
immediate step toward energy conservation, the only step
taken so far to slow the inflow of foreign oil and the
outflow of American dollars; and secondly, to prompt the
Congress to action on energy independence.
The Congress responded initially by saying it
needed more time. It pushed through this act to take
away Presidential authority, to impose import fees on
foreign oil for 90 days.
I am vetoing this negative act for the compelling
reasons outlined in a message sent to the Congress today.
However, I meant what I said about cooperation with the
Congress.
I want to give the Congress a reasonable time
to act and the opportunity to avoid a confrontation which
helps nobody, least of all the American people.
I do this readily because the most important
business before us -- after 50 days of debate -- is still
the economic stimulant that could be provided by the
income tax refunds to individuals,and job-creating tax
creditsto farmers and businessmen that I called for in
January.
MORE
• •J
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Last Friday, the majority leaders of the Congress
asked me to delay scheduled increases in the import fees
on foreign oil for another 60 days while they work· out
the specifics of their own energy policy. I find this
request reasonable.
The important thing is that the Congress is
finally moving on our urgent national energy problem.
welcome these efforts and the leadership shown.

I

I am, therefore, amending my proclamation to
postpone for two months the increases scheduled for
March and April. Hopefully, we can agree on an energy
program by May 1.
A most compelling reason for this 60-day
postponement is that I want no part in delaying the
speedy enactment by the Congress of the income tax
cuts, which can be on this desk by the end of March. We
have exactly four weeks.
What we need now is a simple but substantial
tax cut to revive our economy and make more jobs. What
we need next is a comprehensive energy program to end our
dependence an foreign oil producers.
What we don't need is a time-wasting test of
strength between the Congress and the President. What
we do need is a show of strength that the United States
government, your government, can act deci.s:ively. and with
dispatch.
Thank you very much.
END

(AT 2:01 P.M.

EDT)

94th Congress, 1st Session

House Document No. 94-70

VETO OF H.R. 1767

MESSAGE
FROM

THE PRESIDENT OF THE UNITED STATES
VETOING H.R. 1767, AN ACT 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 IMPORT ADJUSTMENT ACTION, WITH
RESPECT TO PETROLEUM 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

MARCH 5, 1975.-Message and accompanying act ordered to be
printed as a House document

U.S. GOVERNMENT PRINTii..JG OFFICE

38-0110

WASHINGTON : 1975

To the House of Representatives:
I am returning H.R. 1767 without my approval. The purposes of
this Act were to suspend for a ninety-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 import adjustment action, with respect to petroleum 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 ninetyday period.
I was deeply disappointed that the first action by the Congress on
my comprehensive energy and economic programs did nothing positive
to meet America's serious problems. Nor did it deal with the hard questions that must be resolved if we are to carry out our responsibilities
to the American people.
If this Act became law, it would indicate to the American people
that their Congress, when faced ,vith hard decisions, acted negatively
rather than positively.
That course is unacceptable. Recent history has demonstrated the
threat to America's security and economy caused by our significant and
growing reliance on imported .Petroleum.
Some understandable questiOns have been raised since my program
was announced in Jarmarv. I am now convinced that it is possible to
achieve my import goals \vhile reducing the problems of adjustment
to higher ener~y prices. Accordin~ly :
- I have directed the Admimstrator of the Federal Energy Administration to use existing legal authorities to adjust the price
increases for petroleum products so that the added costs of the
import fees will be equitably distributed between gasoline prices
and the prices for other petroleum products, such as heating oil.
These adjustments for gasoline will not be permanent, and will
be phased out.
-To assist farmers, I am proposing a further tax measure that will
rebate all of the increased fuel costs from the new import fees for
off-road farm use. This particular rebate program will also be
phased out. This proposal, which would be retroactive to the date
of the new import fee schedule, will substantially lessen the adverse economic impact on agricultural production, and will reduce
price increases in agricultural products.
These actions will ease the adjustment to my conservation program
in critical sectors of the Nation while still achieving the necessary savings in petroleum imports.
·
Some have criticized the impact of my program and called for delay. But the higher costs of the added import fees would be more than
offset for most families and businesses if Congress acted on the tax
cuts and rebates I proposed as part of my comprehensive energy
program.
(1)
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The costs of failure to act can be profound. Delaying enactment of
my comprehensive program will result in spending nearly $2.5 bi1lion
more on petroleum imports this year alone.
If we do nothing, in two or three years we may have doubled our
vulnerability to a future oil embargo. The effects of a future oil
embargo by foreign suppliers would be infinitely more drastic than
the one we experienced last winter. And rising imports will continue
to export jobs that are sorely needed at home, will drain our do1lars
into foreign hands and will lead to much worse economic troubles than
we have now.
Our present economic difficulty demands action. But it is no excuse
for delaying an energy program. Our economic troubles came about
partly because we have had no energy program to lessen our dependence on expensive foreign oil.
The Nation deserves better than this. I will do all within my power
to work with the Congress so the people may have a solution and not
merely a delay.
In my State of the Union Message, I informed the Congress that
this country required an immediate Federal income tax cut to revive
the economy and reduce unemployment.
I requested a comprehensive program of legislative action against
recession, inflation and energy dependence. I asked the Congress to
act in 90 days.
In that context, I also used the stand-by authority the Congress had
provided to apply an additional dollar-a-barrel import fee on most
foreign oil coming into the United States, starting February 1 and
increasing in March and April.
I wanted an immediate first step toward energy conservation-the
only step so far to reduce oil imports and the loss of American dollars.
I also wanted to prompt action by Congress on the broad program I
requested.
The Congress initially responded by adopting H.R. 1767 to take
away Presidential authority to impose import fees on foreign oil for
90 days.
Although I am vetoing H.R. 1767 for the reasons stated, I meant
what I said about cooperation and compromise. The Congress now
pledges action. I offer the Congress reasonable time for such action. I
want to avoid a futile confrontation which helps neither unemployed
nor employed Americans.
The most important business before us after 50 days of debate remains the simple but substantial tax refund I requested for individuals
and job-creating credits to farmers and businessmen. This economic
stimulant is essential.
Last Friday, the majority leaders of the Senate and House asked
me to delay scheduled increases in the import fees on foreign oil for
60 days while they work out the specifics of an energy policy they have
jointly produced. Their policy blueprint differs considerably from my
energy program as well as from the energy legislation now being considered by the House Committee on Ways and Means.
I welcome such initiative in the Congress and agree to a deferral
until May 1, 1975. The important thing is that the Congress is finally
H.D. 70
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moving on our urgent national energy problem. I am, therefore,
amending my proclamation to postpone the effect of the scheduled increases for two months while holding firm to the principles I have
stated. It is also my intention not to submit a plan for decontrol of old
domestic oil before May 1.
I hope the House and Senate will have agreed to a workable and
comprehensive national energy legislation.
But we must use every day of those two months to develop and adopt
an energy program. Also, I seek a legislative climate for immediate
action on the tax reductions I have requested. It is my fervent wish
that we can now move from points of conflict to areas of agreement.
I will do nothing to delay the speedy enactment by the Congress of
straight-forward income tax cuts and credits by the end of this month.
Under present conditions, any delay in rebating dollars to consumers
and letting ~usinessmen and farmers expand, modernize and create
more jobs is intolerable.
I do not believe the Congress will endanger the future of all Americans. I am confident that the legislative branch will work with me in
the Nation's highest interests.
What we need now is a simple tax cut and then a comprehensive energy plan to end our dependence on foreign oil.
What we don't need is a time-wasting test of strength between the
Congress and the President. What we do need is a show of strength
that the United States government can act decisively and with
dispatch.
THE WHITE HousE, March 4, 1975.

GERAID R. FoRD.

H.D.70
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To suspend for a ninety-day period the authority of the President under section
282 of the Trade Expansion Act of 1962 or any other provision of law to
increase tariffs, or to take any other import adjustment action, with respect
. to petroleum 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 ninety-day period; and for other purposes.

Be it enacted by the Senate and Hou.ge of Representatives of the
United Statea of America in Oongresa assembled, That, during the
period beginning on the date of the enactment of this Act and ending
at the close of the ninetieth 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.
SEc. 2. (a) (1) Any action which is taken after January 15, 1975,
and before the date of the enactment of this Act bv 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 Sixtieth 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 action 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.
(b) (1) Any action which is taken after January 15, 1975, and
:>efore the date of the enactment of this Act by the President under
:ectiori 232(b) of the Trade Expansion Act of 1962 or any other pro'ision of law which results in the imposition of a tax or fee on the
n1eortation of petroleum or any product derived therefrom which is
(5}
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higher than the tax or fee imposed on the importation of petroleum or
any such product on Januarv 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 therefrom 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 sixtieth day after the date of the enactment of this Act,
the amount of any tax or fee imposed by the President (pursuant to
any action 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) 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.
SEc. 3. If during the ninety-day period referred to in the first
section of this Act( 1) the Congress declares war,
(2) United States Armed Forces are introduced into hostilities pursuant to specific statutory authorization,
(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 ~:y_ 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.
SEC. 4. Nothing in the first section and sections 2 and 3 of this Act
shall be deemed to affect the validity of any proclamation or executive order issued before January 16, 1975, by the President under section 232 (b) of the Trade Expansion Act of 1962.

CARL ALBERT,
Speaker of the House of Representatives.

NELSON A. RocKEFELLER,
Vice President of the United States and
President of the Senate.

I certify that this Act originated in the House of Representatives.
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