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MEMORANDUM FOR THE PRESIDENT

Subject:

Enrolled Bill H.R. 1767 - Suspension of Oil Import
Tariff Authority
Sponsor - Rep. Green (D) Pennsylvani~ and 19 others

Last Day for Action
March 4, 1975 - Tuesday
Purpose
Suspends for 90 days Presidential authority to adjust imports
of crude oil or products; negates any such action taken after
January 15, 1975; and rebates fee increases imposed after
that date.
Agency Recommendations
Office of Management and Budget

Disapproval

Federal Energy Administration
Department of the Treasury
Department of State
Council of Economic Advisers
Department of the Interior
National Security Council
Department of Commerce
Council on International
Economic Policy
Department of Justice
Council on Wage and Price Stability
Department of Defense
Office of Special Representative
for Trade Negotiations

Disapproval
Disapproval
,.
Disapproval (Inforr.:.<:u. ..~.-.,
Disapproval
Disapproval .., .. ,...
Disapproval (Llforma.L 1 y)
Disapproval
Disapproval
Defers to FEA
Defers to FEA
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Discussion
The first stage of the increase in fees on imported
petroleum was put into effect on February 1, pursuant
to your proclamation of January 23, 1975. That
proclamation took two actions: it eliminated the
scheduled phasing-in of certain fees, thereby increasing
them by several cents per barrel for most categories of
petroleum imports and by as much as 58 cents per barrel
for gasoline and other types of products imported from
Canada, and it added a temporary supplemental fee of
$1 per barrel effective February 1, $2 per barrel
effective March 1, and $3 per barrel effective April 1.
You have stated the Administration's intention to replace
these with a permanent $2 per barrel excise tax when
enacted by the Congress.
Basic Features of Bill
The enrolled bill would respond to these actions by:
1.

suspending for 90 days Presidential authority
to increase fees or take any other action to
adjust oil imports;

2.

negating any import adjustment action taken
between January 15, 1975, and the date of
enactment; and,

3.

rebating any duties or import fees collected
pursuant to a negated action.

The bill further provides that the 90-day suspension will
cease if a national emergency occurs or if certain situations
involving the use of Armed Forces arise.
Administration Rationale
The Administration's statements have focused on three major
reasons for raising fees on imported oil:
the resulting higher prices will lead users to
conserve, thus reducing dependence on oil
imports, thereby lessening the outflow of
dollars to producer nations and reducing u. s.
vulnerability to embargo1
•. J

·.
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an action of this sort would demonstrate to
producer and consumer nations the strength
of our commitment to work toward energy
self-sufficiency; and,
use of Presidential authority would prompt
the Congress into long-overdue action on a
comprehensive energy program ..
Arguments of Bill's Supporters
Proponents of the bill argue that while effective action to
reduce dependence on imports may be essential, the entire
package of energy taxes and fees, beginning with the oil
import fees, is likely to contribute substantially to
inflationary and recessionary pressures and that the degree
of import restraint likely to be gained by such actions is
small and not worth the costs. House and Senate committee
reports on H.R. 1767, for example, make reference to studies
which conclude that the impact on the rate of inflation may
be double that estimated by the Administration.
Those who disagree with your action also contend that:
if the approach of raising prices is to be employed,
any taxes or fees should be placed primarily on
gasoline, since it would be more difficult for
consumers to adjust to higher prices for heating
oil and other products; this would be especially
true for those States which are more dependent
on foreign petroleum products as a result of
long-established supply networks; and,
allowing the Proclamation to stand would not allow
the Congress the additional time needed to effectively
examine alternatives and develop its own approach.
Administration Rebuttal
In their letters recommending disapproval of the enrolled
bill, FEA, Treasury, and other agencies offer the following
points:
alternative proposals considered by the Congress and
by the Administration, such as rationing,
would have economic impacts significantly more adverse
than the Administration's approach;
~ejected

•
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any inflationary or recessionary pressures generated by
the raising of fees would tend to be offset by the tax
reductions proposed by the Administration;
action must be taken now to reduce imports, not only to
slow the outflow of capital and jobs but also to show
producer and consumer nations that the United States
will not continue to accept the political and economic
vulnerability of excessive dependence; enactment of
this bill would result in delays that the country cannot
afford and can be viewed as signaling a lack of commitment to energy self-sufficiency;
you have directed the FEA to adjust product prices so
that the higher import fees will fall more heavily on
gasoline than on other products, and additional administrative and legislative actions can be taken if necessary to counteract impacts on certain segments of the
economy.
Statement of Intention to Veto
Your February 20 statement of intention to veto H.R. 1767
summarized your position: "The issue before the Senate was
very simple -- to vote for delay or to vote for doing something
about our growing energy vulnerability ••• I deeply believe a
prompt solution to our energy problems is essential to the
United States. I cannot be a party to further delay."

* * * * *
Given the margins of passage in the House (309-114) and in the
Senate (66-28), there is some question as to whether the veto
could be sustained. Even if it were not, however, the effect of
the proclamation has been to galvanize the Congress into action
on a comprehensive energy program, providing a possible basis
for future compromise solutions.
FEA and OMB staff are jointly preparing a veto message for your
consideration, which will be submitted to you with appropriate
revisions made by White House speechwriters.

Director
Enclosure
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THE WHITE HOUSE
WASHINGTON

Last day - Tuesday, March 4

February 28, 1975

MEMORANDUM FOR:

THE PRESIDENT

VIA:

JIM CANNON

FROM:

MIKE DUVAL~

SUBJECT:

Enrolled Bill: Suspension of Oil Import
Tariff Authority, H.R. 1767

Attached is the enrolled bill designed to negate your
proclamation of January 23 which increases oil import
fees over a three month period. You have repeatedly
announced your intentions to veto this bill.
(See
enrolled bill memo at Tab C.)
STAFF AND AGENCY POSITIONS
All your advisors recommend disapproval. They include
Roger Morton, Bill Simon, Frank Zarb, Jack Marsh, Bill
Seidman, Alan Greenspan, Jim Cannon, State Department
and Justice.
DECISION - H.R. 1767
Sign (Tab A)

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

Veto

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

(Sign veto message
at Tab B approved
by Paul Theis)
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EXECUTIVE OFFICE OF THE PRE SIDE NT

COUNCIL ON WAGE AND PRICE STABILITY
726 JACKSON PLACE, N.W.
WASHINGTON, D.C. 20506

February 21, 1975

Mr. J.F.C. Hyde, Jr.
Acting Assistant Director
for Legislative Reference
Office of Management and Budget
Washington, D.C.
20503
Dear Mr. Hyde:
This is in reply to your request for our views on
H,R. 1767, an enrolled bill to suspend for 90 days
the President's authority to impose tariffs on
petroleum and petroleum products.
It would be in the interests of the Council on
Wage and Price Stability narrowly construed for
the President to sign the bill, since this would
forestall an increase in the prices of petroleum
products and other products related to them,
Nevertheless, we recognize that there are broader
considerations involved, including the need for
conservation of energy and the President's legislative strategy for achieving congressional action
on a comprehensive energy program.
We, therefore,
defer to the views of the Federal Energy
Administration,
Sincerely,

Albert Rees
Director
{

·.~

United States Department of the Interior
OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

FEB 21 197S
Dear Mr. Lynn:
This responds to your request for the views of this Department
concerning enrolled bill H.R. 1767, "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; and
for other purposes."
We recommend that the President veto the bill.
The bill would suspend for ninety days the President's recently
exercised authority under section 232 of the Trade Expansion Act
of 1962 increasing import fees on petroleum.
The President issued Proclamation Number 4341 on January 23, 1975,
to increase import license fees as a means of discouraging further
importation into the United States of petroleum, petroleum products
and related products in the interest of natural security, and
thereby to create conditions favorable to the development of
domestic petroleum resources needed for projected national security
requirements. This action was taken after thorough consideration,
including consultation of the Energy Resources Council, and is
essential to the Administration's comprehensive energy program.
Nullification of this action should not be permitted and enrolled
bill H.R. 1767 should be disapproved.
Sincerely yours,

~f~
Honorable James T. Lynn
Director
Office of Management and Budget
Washington, D. C. 20503

Save Energy and You Serve America!

GENERAL COUNSEL OF THE
DEPARTMENT OF COMMERCE

FEB 2 4 1975

Washington, D.C. 20230

Honorable James T. Lynn
Director, Office of Management
and Budget
Washington, D. C. 20503
Attention: Assistant Director for Legislative Reference
Dear Mr. Lynn:
This is in reply to your request for the views of this Department
concerning H. R. 1767, an enrolled enactment
11

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; and for other
· purposes. 11

The purpose of H. R. 1767 is to suspend for a period of ninety· days
the authority of the President to impose new fees or to make other
adjustments in the imports of petroleum or petroleum products. It
would, in effect, negate the provisions of Proclamation 4341 of
January 23, 1975, under which the President imposed a schedule of
higher fees on petroleum and petroleum products.
We regard the import fee provisions of Proclamation 4341 as a key
element in the President's economic and energy programs. Accordingly, we recommend against Presidential approval of H. R. 17 6 7.
Enactment of this legislation is not expected to involve any increase
in the budgetary requirements of this Department.
Sincerely,

General Counsel

COUNCIL ON INTERNATIONAL ECONOMIC POLICY
WASHINGTON, D.C.

20500

February 24, 1975
MEMORANDUM FOR:
Mr. J. F. C. Hyde, Jr.
Acting Assistant Director for Legislative Reference - OMB
This is in reference to your Enrolled Bill Request of February 21st
regarding H. R. 1767.
CIEP recommends that the President veto this legislation for the
following reasons:
(1) The legislation is directly contrary to the President's energy/
economic proposals.
(2) The 90-day delay reduces the effectiveness of the oil import
tariffs. It is unclear how soon alternative legislation can be passed,
but it will probably take several months.
(3) The oil import tariff when coupled with decontrol of old domestic
crude oil and a windfall profits tax is preferable to alternatives presently
being considered in Congress (e. g., rationing, allocation, or import
ceilings). Other mandatory, non-market allocation schemes provide
no incentive to expand domestic production.
(4) The oil import tariff is preferable to alternative proposals in
that the tariff uses the marketplace mechanism to strike a balance between
supply and demand, which is far more desirable than a system requiring
arbitrary judgments necessary in the alternative programs being considered.
(5)

r,";

·'
-.............

'/

··~-.,..-·"'~·""

ASSIST AN,. ATTOR'NEY GENERAL

...

LEGISLATIVE

A~FAIRS

lltpartmtut nf Justirt
llas~ingtnu.

m.ar.

20530

FEB 241975
Honorable James T. Lynn
Director, Office of Management
and Budget
Washington, D.C.
20503
Dear Mr. Lynn:
In compliance with your request, I have examined a
facsimile of the enrolled bill H.R. 1767, "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; and for other purposes."
This bill, as the title indicates, would suspend
for ninety days any authority of the President under the
Trade Expansion Act of 1962 or any other act to adjust
imports of petroleum or petroleum products. Section 2 of
the bill would negate any such action taken by the President
after January 15, 1975 and before the date of enactment
of the bill.
The Department of Justice defers to the Federal Energy
Administration as to whether this bill should receive
Executive approval.
Sine rely,~

/

cConnel
• Mite el
Assistant

THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS
WASHINGTON

February 24, 1975

Dear Mr. Rommel:
This is in response to your request to the Council
of Economic Advisers for comments on H.R. 1767.
The CEA urges veto of H.R. 1767 which suspends for
90 days the authority of the President to further adjust
imports of petroleum and which negates the import fee
imposed on February 1.
The import fee is the keystone of the Administration
energy program. For the short-run, it was designed to
induce a build-up in inventories to counter the threat of
an embargo even before the remainder of the program is in
place. For bhe long-run, it was designed to reduce energy
consumption and hence to reduce reliance on imported
petroleum.
If veto of the import fee is not sustained, it will
be very difficult to obtain further progress in putting the
other portions of the energy program into place and it is
important that the Administration be seen capable of action
during the important negotia ions which lie ahead.

Mr. Wilfred H. Rommel
Assistant Director for
Legislative Reference
Office of Management and Budget
washington, D.C. 20503

FEDERAL ENERGY ADMINISTRATION
WASHINGTON, D.C.

20461

February 25, 1975

MEMORANDUM FOR:

FROM:
SUBJECT:

James F. c. Hyde
Acting Assistant for Legislative
Office of Management and Budget
Robert E. Montgomery, Jr.
General Counsel

~

O

Enrolled Bill HR 1761, An act to suspend
for a ninety-day period the authority of
the President under Section 232 of the
Trade Expansion Act of 1962 ••• and
for other purposes

This is in response to your memorandum of February 21,
1975, in which you requested the views of the Federal Energy
Administration on the subject enrolled Bill. The effect
of this legislation would be to rescind the increased
fees on imported petroleum imposed by the President on
January 23, 1975, pursuant to Proclamation Number 4341.
The Bill would also supersede for a ninety-day period the
President's authority to make any further adjustments in
the tariffs or fees on petroleum or petroleum products
pursuant to the Trade Expansion Act of 1962 or other law.
The Federal Energy Administration recommends that this
Bill be disapproved. The increased import fees are the
only existing portion of the President's program which
will reduce our consumption of imported petroleum. The
existence of these fee schedules will spur prompt legislative action in other areas of the President's program.
Some of the dislocations associated with the import fee
program can be dealt with without rescinding the entirety
of the new fee schedule, and these areas of adjustment are
addressed in the attached draft memorandum of disapproval
to the House of Representatives.

Attachment

THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C.

20220

FEB 2 5 1975
Director, Office of Management and Budget
Executive Office of the President
Washington, D.C. 20503
Attention:

Assistant Director for Legislative Reference

Sir:
Reference is made to your request for the views of this Department
on the enrolled enactment of H.R. 1767, which provides for a temporary
suspension of the President's authority under section 232 of the Trade
Expansion Act of 1962, as amended, to adjust imports of petroleum and
petroleum products. This suspension would begin on the date of enactment and run for a ninety-day period thereafter.
The Department of the Treasury is very strongly opposed to enactment
of the enrolled bill.
The President's proclamation is an integral part of the Administration's comprehensive energy program. It was issued for the express
purpose of reducing domestic consumption and, thus, the unacceptably high
current import levels. With the rest of the program, it will promote
energy conservation, encourage development of alternative sources of
supply, and reduce our reliance on foreign oil. This proclamation also
signifies the United States' determination to assume leadership among oil
consuming nations in a cooperative effort to encourage world-wide energy
conservation and thereby bring downward pressures on oil prices.
The oil import question has been extensively studied and debated by
the Administration and others. The situation demanded decisive
action and President Ford took it by imposing the increased oil import
license fees using the authority given him in section 232 of the Trade
Expansion Act of 1962. In enacting section 232, Congress clearly contemplated this type of action by the President. It would be unreasonable
and unwise to rescind the President's action without providing an
alternative plan to deal with the problem.
Congress~

Furthermore, the drastic action contemplated by this bill is
unnecessary at this time because the actual economic impact of the
license fees will not begin to be felt by the consumer or the economy
during the next several weeks. Specific measures to alleviate any impacts

..
-2-

which do occur are already available to the Administration under
existing law and administrative regulations. This includes the
authority to restrict the pass through of increased costs attributable
to the fees to certain products, including gasoline. The President
has promised to use this authority to prevent undue hardships and
inequitable results.
Finally, the bill fails to provide the President with sufficient
authority to waive its prohibitions in periods of national emergency.
While the bill does preserve the right of the President to act during
periods of war or under circumstances involving United States armed
forces engaged in hostilities, it seriously limits the President's
authority to adjust petroleum imports in circumstances short of armed
warfare.
In view of all of the foregoing, the Department recommends that
the enrolled enactment be vetoed by the President.
Sincerely yours,

~--····· <~cl:J:£!J/~
General Counsel

Richard R. Albrecht

I
<~

~

••

.

'

~XECUTIVE

OFFICE OF THE PRESIDE.NJ
OFFICE OF MANAGEMENT AND BUDGET

.
DATE:

lO:

Bob Linder

fROM:

Jim Hyde

2-28-75

Attached are 3 views letters on
and 1 views letter on
2634 for inclusion in the enrolled

~~~_.7~~7

OMB FORM 38
REV AUG 73

I

DEPARTMENT OF STATE
Washington, D.C.

20520

FEB 2 6 1975
Honorable James T. Lynn
Director
Office of Management and Budget
Washington, D. c.
Dear Mr. Lynn:
The shock of the Arab embargo nearly a year and
half ago demonstrated graphically our vulnerability
to excessive dependence on imported oil.
The U.S. simply cannot continue to accept the
political and economic vulnerability which is an inevitable consequence of our excessive dependence.
The economic costs are obvious: huge balance of payments deficits, the intensification of inflationary
pressures, and a serious adverse impact on economic
growth and employment. The international political
costs are equally high: constraints on our ability to
exercise world leadership and serious strains on the
Western alliance.
The prompt establishment of an effective U.S.
conservation program is particularly essential in
the international area. For the first time, we face
an effective producers' cartel capable of controlling
the flow of a factor vital to the economies of the
industrialized world. Our international response to
this situation has concentrated on the creation of a
framework for close consumer country cooperation.
We have already made solid progress through:
The creation of the new International
Energy Agency which provides an institutional framework for cooperation;
the basic decision to establish a financial solidarity fund among the major
industrialized countries; and

(\.:
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the development in the International Energy
Agency of continuing cooperation in energy
conservation and the accelerated development
of new energy supplies.
These efforts will succeed only if the U.S. can
provide dynamic and constructive leadership. This
leadership can be expressed through diplomatic initiatives, but it must rest on concrete progress by the
u.s. in conservation and the development of alternative energy supplies. We cannot realistically expect
other consuming countries to respond to our urging to
conserve oil and develop new energy supplies if we fail
to demonstrate that we ourselves are prepared to take
similar actions.
The u.s. consumes roughly one half the total oil
consumed by the seventeen countries of the International
Energy Agency, and we possess far more than half of the
group's present alternative energy resources. Clearly
our efforts will have an overwhelming impact on the
IEA's total posture. If we fail to take the initiative
and make the hard decision to dramatically curb our
dependence on imported energy, effective consumer nation
cooperation will be almost impossible to achieve.
Conversely, if we take these decisions and act now to
reverse the trend toward greater dependence on imports,
we can expect the other consumers to follow our lead.
The major advantage of immediate imposition of oil
import license fees is that it will produce rapid and
substantial results, especially in the area of conservation. We will be seen by other consuming countries
and oil exporting countries to be firmly committed to
a policy of reduced import dependence and greater
economic and political self reliance.
Meaningful national action by the u.s. is also
central to our objective of creating a mutually
beneficial equilibrium of interests between consumers
and producers. However, in order to prepare for a
constructive dialogue with producers, the consumers
must act through conservation and firm commitments to
develop new supplies and create the objective conditions
in the world energy market which will demonstrate our
determination to reduce dependence on imports. These
are essential pro-conditions for an effective consumerproducer dialogue.

i
i
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Therefore, it is our considered opinion that the
proposed bill, H.R.l767, which would delay the imposition of oil import license fees, will by the nature of
that delay, make more difficult efforts of the United
States Government to create an effective consumer group
able to enter into a meaningful and productive dialogue
with the producers. We conclude that under the present
circumstances such a delay would not be in the best
interests of the country nor of international economic
stability, and therefore recommend that the President
veto H.R.l767.
Sincerely,

~e:'f~. ~o~

Assistant Secretary
for Congressional Relations

OFFICE OF THE SPECIAL REPRESENTATIVE
FOR TRADE NEGOTIATIONS

MEMORANDUM

February 26, 1975

TO:

J.F.C. Hyde
Acting Assistant Director
for Legislative Reference (OMB)

FROM:

John D.

SUBJECT:

H.R. 1767, An Act to suspend the authority
of the President to take certain actions
under section 232 of the Trade Expansion
Act of 1962.

Greenwald~

This office has reviewed the above-mentioned
legislation, and recommends that it be vetoed by the
President.

GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
WASHINGTON, D. C. 20301

28 February 1975

Honorable James T. Lynn
Director, Office of Management and Budget
Washington, D. C. 20503
Dear Mr. Lynn:
This is in response to your request for a report from the Department
of Defense on H. R. 1767 • 94th Congress, enrolled enactment.
H. R. 1767 would, for a period of ninety days after its enactment,
suspend the authority granted to the President under Section 232(b},
Trade Expansion Act of 1962 to adjust imports of petroleum or its
derivatives. The Act would also terminate the application of any
duty, tax or fee on petroleum imports, imposed by the President after
January 15, 1975 under authority of Section 232(b), Trade Expansion
Act, and provides for rebates of any duty, tax or fee paid pursuant to
such Presidential action.
The Department of Defense continues to adhere to the views expressed
in memorandum of 9 January from the Assistant Secretary of Defense
(Installations and Logistics) to the Assistant Secretary of the Treasury
(Enforcement, Operations, and Tariff Affairs). That memorandum
stressed the need for control of oil imports to minimize the adverse
effect on national security of growing dependence on insecure oil sources.
In addition it w:as recognized that the United States, as the world's largest oil importer, should take the lead in reducing growth of total world
oil demand if there is to be a reasonable prospect of world oil price
stability and adequate energy supplies for NATO allies.
The controversy over the method to be employed in controlling the nation's
oil imports, which led to passage of H. R. 1767, appears to be essentially
economic in nature. All parties to the controversy appear to share the
conviction of the Department of Defense that unrestrained growth in oil
imports is inimical to the national security. In the meantime, the
depressed state of the economy has temporarily reduced petroleum demand
below forecast levels and slowed the growth in imports.

•
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In light of these circumstances, the Department of Defense defers to
other concerned Executive Departments and Agencies on the course
of action which the President should take concerning approval or veto
of H. R. 1767.
Sincerely,

/

/k{dt~ (( JJ.!L 4i~_
v ~artin R.
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TH£ WHITE HOUSE
A~ION

Date:

MEMORANDUM

Time: 12:30 p • •

February 27, 1975

FOR ACTION:

LOG NO.:

WASHINGTON

~

.like Duval
f'lA
-tax Friedersdorf .,Phil Areeda

NSC/S

cc (for information): Warren Hendriks
Jack .1arsh
Jerry Jones
Robert Hartmann

FROM THE STAFF SECRETARY
(,IGf!J•. ;

DUE: Date:

Thursday, February 27

Time:

3 : 30 p • •

SUBJECT:
Enrolled Bill H.R. 1767 - Suspension of Oil Import
Tariff Authority

ACTION REQUESTED:
For Your Recommendations

- - For Necessary Action

X--

_ _ Prepare Agenda and Brief

_ _ Draft Reply

~For Your Comments

_ _ Draft Remarks

REMARKS:
Also attached is the dra t veto message for your
conurents and recommendations. I understand that
-u
may have already received a COl 'Y of the message.

Please return to Judy Johnston, Ground Floor West

~ing

o·

,,.

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
If you have any questions or if you anticipate a

delay in submitting the required material, please
telephone the StaH Secretary immediately.

K. R. COLE, JR.
For the President

..

THE WHITE HOUSE

• ACTION !\!E).10R.-\N'DC1'-1

Date:

February 27 1 1975

FCR ACTION:

LOG NO.:

WASlll~GTO!'I

Time: 12:30 p.m.

Mike Duval
Max Friedersdorf
Phil Areeda
NSC/S

cc (for information):

Warren Hendriks
Jack Marsh
Jerry Jones
Robert Hartmann

FROM THE STAFF SECRETARY
DUE: Dc.te: Thursday 1 February 27

Time:

~

3 : 3 0 p • m.

SUBJECT:

_.Enrolled Bill H. R. 1767 - Suspension of Oil Import
Tariff Authority

.P..CTION REQUES'l'ED:
- - For Necessary Action

,x._

For Your Recorm:r.endations

- - Dratt keply
~For Your Comments

- - Draft Remarks

REMARKS:

Also attached is the draft veto message for your
comments and recommendations. I understand that you
may have already received a copy of the message.

.

d

~"7'ff
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~rra;!Pt

~~aU:!~J:U~ohit~::G:out"~st

',-,?;;,
Wing·

PLEASE ATTACH TEIS COPY TO M.P..':i:'ERIJ'i.L STJBl'/IITTED.

If you have any questions or if you anticipate a
deio.y in subrr.m:ng ihe required mc.teri.ol, please
telep!1onc the Sto.ff Se:::rdary immediately.

: ~·. :~" : .
. .;
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VETO MESSAGE-- H. R. 1767
•

<

.,;

T .::> ti1.o House of.Representatives;

I am returning without my approval H. R. 1767, an act which would
'rescind the increased fees on imported petroleum that I imposed purs·uanf: to
Proclamation No. 4341 of January 23, 1975.
I am· deeply ,disappointed that the first action by the Congress on my
compreh;nsive energy and economic prograO).,does nothing to ·meet America 1 s
serious problems.

Nor does it deal with the hard questions that must be ·re-

solved if we are to carry out our responsibilities to the American people.
·During the month that ·my energy proposals have been before the
American people, we have heard ·many alternatives to the Administration's
program.

All of these were

co~sidered

thoroughly before my economic and

energy proposals were suhmitted to the Congress.

The

alternatives~

such as

rationing and allocation, would have had significantly more adverse economic
impact than the critics ascribe to ·my progra·m, would severely limit traditional
freedoms, or simply would not work.
Though some alternatives may seem less painful, they simply "'.vill.
not get the job done.

And the dangerous precedent that would be set by ~:is,:~:;;"""\
.

.

. )

.

<'.,... \
ci \

bill is the clear signal to the American people that their government, when
faced ·with hard de~isions, chooses to do nothing.
That course is unacceptable.

Recent history has demonstrated the

- t'.. ...

.

.

.

'£hough nothing is gained _by delaying the start of my energy

p!"ogram. some legitimate concerns have been raised since my progra·m
''.:~_:;

annou..'"lced in January-.

I am now convinced that it is possible to achieve

rny 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 the fees ·will increase gasoline prices more
than other petroleum products. such as heating and residual
fuel oils.

~fw
.·_
.
These ~n-gasoline -..vill not be perma~ent.

and will be phased out.
I am proposing a further tax measure that·will rebatP. all
of the increased fuel costs from the new import fees for offt>Jtl:l (Vle&J

is jte.bd~
road farm use.
three years.

1J

~h

.

.

Thf. program will also be phased out

o~er

This proposal, which would be retroactive

th_e date of the new import fee

schedule~

will sub-

.

.

stantially lessen the adverse economic impact ori agrl.cul~~-\
.

.

l

t::J

production~ and will reduce price increases in agricultu~ai
_

.

.

.

\ l.r:._.

·

·\~~;)

products.

fees in critical industrial sectors of the nation while still achieving the

~:: \

.:;,-~; ·

·. ~ ·.....,_____..,-"

These actions are designed to lessen the impact of the new import

_necessar~- savings in petroleum imports.

~ \

•• ·

/

.

-'
'

"Some have critized the cost of my program, but this overlooks several offsetting factors. One is that to the extent
that the program achieves its purpose of deterring consumption of foreign petroleum, either through conservation
or substitution of domestic alternatives, both industry and
consumers will avoid the increased costs. Second, the
increase in costs from the oil tariff would be minor compared to
the cost of continuing to erode the purchasing power of the
dollar abroad, which affects the entire economy, not just the
cost of energy. Third, the entire cost of added import fees
~-would be returned to the economy if Congress acted on the
$46 billion in tax cuts and rebates I proposed as part of my
comprehensive program. These dollars would go to support
jobs at home, and help to finance the shift to domestic sources
of energy. In real terms, this will reduce costs, in contrast
to the inflationary increase in real costs through dependence
on imported oil, with which we are already too familiar. 11
'

'•

...

..
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•
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.

dcla.v.

Sorne have

/

criticiz.~tl

/'

the impact of my progra·m and called for
.

But the~ costs of
the added import fees would be more than offset
;
~

i£ Co:1gress acted

I

o~/~he $46 billion in tax cuts
;

and rebates I proposed as

/
I
.
part of my comp;cehensive program.
I

The costs of failure to act can be profound.

The 90-day delay

a bne will result in al-most $200 milliorr more spent on petroleum imports
during t~t period alone.

Delaying enactment of ·my comprehensive _program

will result in spending nearly $2. 5 billion ·more on petroleum imports -this
year alone.
Some insist that spending more on imports is the easy -...vay to meet
our nation's critical energy needs.

But the easy way is as dangerous a

course as the homeowner who economizes by neglecting _to buy fire insurance.
If we do nothing, in two or three years we may have doubled our vulnerability

to a future embargo.

The effects of a future e·n:ibargo would be infinitely more

~

drastic than •

The nation deserves better than this.

I will do all "\""vithin my powe:r;-

to work -with the Congress so the people may have a solution and not merely
a delay.

-- ... ,,_

#I

#

#
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THE WHITE HOUSE
WASHINGTON

February 27, 1975

MEMORANDUM FOR:

WARREN HENDRIKS

FROM:

MAX L. FRIEDERSDORF

SUBJECT:

Action Memorandum - Log No.

~.~·

Enrolled Bill H.R. 1767 - Suspension of
Oil Import Tariff Authority.

The Office of Legislative Affairs concurs with the Agencies
that the enrolled bill H.R. 1767 should be vetoed.

Attachments

THE WHITE HOUSE
ACTION MEMORANDUM
Da~:

February 27, 1975

FOR ACTION:

LOG NO.:

WASHINGTON

Mike Duval
Max Friedersdorf
Phil Areeda
NSC/S

Time: 12 : 3 0 p • m •
cc (for information): Warren Hendriks

Jack Marsh
Jerry Jones
Robert Hartmann

FROM THE STAFF SECRETARY
DUE: Date:

Thursday, February 27

Time:

3 : 3 0 p • m.

SUBJECT:

Enrolled Bill H.R. 1767 - Suspension of Oil Import
Tariff Authority

ACTION REQUESTED:
For Your Recommendations

- - For Necessary Action

X--

_ _ Prepare Agenda and Brief

_ _ Draft Reply

~For Your Comments

_ _ Draft Remarks

REMARKS:

Also attached is the draft veto message for your
comments and recommendations. I understand that you
may have already received a copy of the message.
~

~

CJ{< vJ

~

(/~ ~
s~ lc ;1-a~ ~ ,.. · ~

Please return to Judy Johnston, Ground Floor West

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
If you have any questions or if you anticipate a

delay in submitting the required material, please
telephone the Staff Secretary immediately.

Win~

l·
THE WHITE HOUSE
ACTION

:r-.tE~IORANDUM

LOG NO.:

. WASIIINOTON

... ,.
Date: February 27, 19?5
FOR ACTION:

Time: 12:30 p.m.

Mike Duval
Max.Friedersdorf
Phil Areeda
NSC/S

cc (for information): Warren Hendriks

Jack Marsh
Je:try ·Jones
Robert Hartmann

FROM THE STAFF SECRETARY ·

· DUE: Date: Thursday, · F:ebruary 27 .

Time :

3 : 3 0 p . m•

SUBJECT:

";'

Enrolleq Bill H.R. 1767 - Suspension of Oil Import
Tariff Authority

ACTION REQUESTED:
- - For Necessary Action

x..:._

For Your Recommendations

- - Prepare Agenda and Brief

-

Draft Reply

~For Your Comments

--Draft Remarks

\.9

REMARKS:

Also attached is · the ' draft veto message for your
comments and recommendations. I understa:1d that you
may have already received a copy of the nessage.

~

0{< . G//

~

Vc/Co

<)~
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-J•-._

~c.~~·J~j_,

Please return to Judy Johnston, Ground Floor l~est Wing'~

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

I£ you havo any questions or i£ you anticipate a .
dolay in submitting the required material, please

0.
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,
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EXECUTIVE OFFICE OF THE PRESIDENT
OFt:'JCE OF MANAGEMENT AND BUDGET
WASHINGTON, O.C. 20503

FEB 2 5 1S15

z.u:;.\iORANDUH FOR THE PRESIDENT .

Subject:

Enrolled Bill H.R. 1767 - Suspension of Oil Import
Tariff Authority
Spbnso~ - Rep. Green (D) Pennsylvani~ and 19 others

Last Day for Action
Match 4, 1975 - Tuesday
Puroose
Suspends for 90 days Presidential authority to adjust imports
of crude oil or products: negates any such action taken after
January 15, 1975; and rebates fee increases imposed after
that date .
.hgency Recommendations
..,,....::! n ••
-----··--- .M.::o.,..,=>,...,..."',.......,.J. --·-";T--··-··- _
. . . . . ..., . . . ""'::J....,;......------

()-f-f;r-o n-f·
~

.::J-~"-

Federal Energy Administration
Department of the Treasury
Department of. State
Council of Economic Advisers
Department of the Interior
National Security Council
Department of Commerce
Council on International
Economic Policy
Department of Justice
Council oh Wage and Price Stability
Department of Defense
Office of Special Representative
for Trade Negotiations

Disapproval
Disapproval
.
Disapproval (I:::..:~· ____ ...... ·
Disapproval
Disapproval,_ .... , . , J.·r.
Disapproval\---~

Disapproval
Disapproval
Defers to FEA
Defers to FEA

.

l

v ..... ~

•'

2

Discussion
The first stage of the increase in fees on imported
petroleum ,.,.,as put into effect on February 1, pursuant
to your proclamation of January 23, 1975. That
procla."nation took two actions: it eliminated the
scheduled phasing-in of certain fees, thereby increasing
them by several cents per barrel for most categories of
petroleum import.s and by as much as 58 cents per barrel
for gasoline and other types of products imported from
Canada, and it added a temporary supplemental fee of
$1 per barrel effective February 1, $2 per barrel
effective March 1, and $3 per barrel effective April 1.
You.have stated the Administration's intention to replace
these with a per~anent $2 per barrel excise tax when
enacted by the Congress.
Basic Features of Bill
The enrolled bill would respond to these actions by:
1.

suspending for 90 days Presidential authority
to increase fees or take any other action to
adjust
oil imports;
·
------- -------- _
-------- -------. -·-- ---·------_,___

2.

negating any import adjustment action taken
between January 15, 1975, and the date of
enactment; and,

3.

rebating any duties·or import fees collected
pursuant to a negated ac·tion.

The bill further provides that the 90-day suspension will
cease if a national emergency occurs or if certain situations
involving the use of Armed F9rces arise.
Administration Rationale
The Administration's statements have focused on three major
reasons for raising fees on imported oil:

·•

the resulting higher prices will lead users to
conserve, thus reducing dependence on oil
imports, thereby lessening the outflow of
dollars to producer nations and reducing u. s.
vulnerability to embargo;

•

3

an action of this sort would demonstrate to
producer and consumer nations the strength
of our commitment to work toward energy
self-sufficiency; and,
use of Presidential authority \olould prompt
the Congress into long-overdue action on a
comprehensive energy progrfu~.
~r-guments

of Bill's Supporters

Proponents of the bill argue that while effective action to
reduce dependence on imports may be essential, the entire
pa6kage of energy taxes and fees, beginning with the oil
import fees, is .likely to contribute substantially to
inflationary and xecessionary pressures and that the degree
of import restraint likely to be.gained by such actions is
small and not worth the costs. House and Senate committee
reports on H.R. 1767, for example, make reference to studies
which conclude that the impact on the rate of inflation may
be doubl~ that estimated by the Administration.
Those who disagree with your action also contend that:
·.I!~""'

:L ....

.:.~.e .:i.??:LC.&c .. 0 ....

\...'.t

•

•

:L&.i51.ng

•

pi: lL;e5

•

.1.::;

i:.u

•

ut:

t:mploy~u,
-

any taxes or fees should be placed primarily on
gasoline, since it would be more difficult for
consumers to adjust to higher prices for heating
oil and other produ~ts; this would be especially
tru_e for those States \-Thich are more dependent
on forei~n petroleu~ products as a result of
long-established supply networks; and,
allowing the Proclamation to stand would not allow
the Congress the additional time needed to effectively
examine alternatives and develop its own approach.
Administration Rebuttal
In their letters reconunending disapproval of the enrolled
bill, FEA, Treasury, and other agencies off~r the following
points:
alternative proposals considered by the Congress and
rejected by the Administration, such as rationing,
would have economic impacts significantly more adverse
than the Administration's approach;

"•
4

any inflationary or recessionary pressures generated by
the raising of fees would tend to be offset by the tax
·reductions proposed by the Administration;
action must be taken now to reduce imports, not only to
slow the outflow of capital and jobs but a1so to show
producer and consumer nations that the United States
will not continue to accept the political and economic
vulneraQility of excessive dependence; enactment of
this bill would result in delays that the country cannot
afford and can be viewed as signaling a lack of commitment to energy self-sufficiency;
·
you have directed the FEA to adjust product prices so
that the higher import fees will fall QOre heavily on
gasoline than on other products, and additional administrative·a~d legislative actions can be taken if necessary to cqunteract impa.cts on certain segments of the
economy~

Statement of Intention to Veto
Your February 20 statement of intention to veto H.R. 1767
summarized ·your position: "The issue before the Senate was
very simple -- to vote for delay or to vote for doing something
about our grm·ling energy vulnerabili tv •_!'. I. §e~ply beli~ve .E _ ----·-.--~--·prortrp~-8-oTul:ron 1:6 -our eri'ergy-probiem-s. is essential to the
United States. I cannot be a party to further delay."

* * * * *
Given the margins of passage in the House (309-114) and in the
Senate (66-28)", .there is some question as to whether the veto
could be sustained. Even if it were not, however, the effect of
the proclamation has been to galvanize the Congress into action
on a comprehensive energy program, providing a possible basis
for future compromise solutions.
FEA and OMB staff are jointly preparing a veto message for your
consideration, which will be submitted to you with appropriate
revisions ~ade by White.House speechwriters.

Director
Enclosure

February 26, 1975

- . (F.riedinan -·edit)

VETO MESSAGE --H. R. 1767

·To the House of Representatives:
I am returning without my approval H. R. 1767, an act which would
·rescind the increased fees on imported petroleum that I imposed pursuant to
Proclamation No. 4341 of January 23, 1975.

,--1 am- deeply disappointed that the fir:st action by the Congress on my

comprehensive energy and economic program does nothing to meet America 1 s
serious problems.

Nor 9-oes it deal with the hard questions that ·must be re-

solved if we ·are to carry out our responsibilities to the A~erican people.
During the month that my energy proposals have been before the
American people, we have heard many- alternatives to the Administration's
program.

All of these
were considered
thoroughly .bef.ore my economic and
.
.

energy proposals were submitted to the Congress.

The alternatives, such as

rationing and allocation, would have ha_d significantly more adverse economic
impact than the critics ascribe to my program, would severely limit traditional
freedoms, or simply would not work.
Though some 9-lternatives may_ seem less painful, they simply ,;vill
not get the job done.

And the dangerous precedent that would be set by this

bill is the clear signal to the American people that their government, when

fac~d with hard de~isions, chooses to do_ nothing.
That course is unacceptable.

Recent history has demonstrated the

threat to America's security caused by our significant and growing reliance
on imported petroleum.

And increasing our imports rnerely exports more

jobs, at a time when unemployment already is at unacceptable levels.

.,..

- 2 Though nothing is gained .by delaying the start of my energy
program, some

legi~imate

was announced in January.

concerns have been raised since ·my program
I am now convinced that it is possible to achie.ve

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 the fees will increase gasoline prices more
than other petroleum products, such as heating and residual
fuel oils.

These increases on gasoline will not be permanent,

and will be phased out.
-- I am proposing a iurtner tax measure that will rebate ali
of the increased fuel costs from the new import fees for offroad fa.rm use.
three years.

The progr.am will also be phased out over

This proposal, which \Vould be retroactive

through 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 actiqns are designed to lessen the impact of the new import
fees in critical industrial sectors of the nation while still achieving the
necessary savings in petroleum imports.

...

.

- 3 Some have criticized the impact of my program and called for

delay.

But the. costs of the added import fees would be more than offset

if Congress acted on the $46 billion in tax cuts and rebates I proposed as
part of my comprehensive program.
The costs of failure

~o

act. can be profound.

The 90-day delay

alone will result in almost $200 million more spent on petroleum imports
during that period alone.

Delaying enactment of my comprehensive progran1

will resu~t in spending nearly $2. 5 billion more on petroleum imports this
year alone.
Some insist that spending more on imports is the ·easy ...vay to meet
our nation's critical energy needs.

But the easy way is as dangerous a ·

course as the homeo,.vner who economizes by neglecting to buy fire insurance.
If we do nothing, in two or three years we may have doubled our vulnerability
---

to a future embargo.

-

The effects of a future e.mbargo would be infinitely n.1.ore

drastic than that we c::x.-perienced last winter.· And rising imports will continue
to e::x.-port jobs tl:a t arc sorely needed at home.
The nation deserves better than this.

I will do all within my power

to work v;ith the Congr-ess ·so the people may have a solution and not merely
a delay.

#

#

#
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FEDERAL ENERGY ADMINISTRATION
W .ASHINGTON, D.C.

20461

February 25, 1975

MEZ.lORANDUM FOR:

Jam~s F. C. Hyde
- Acting Assistant for Legislative
~ffice of Nanagement and Budget

FROM: 'Robert E. Montgomery, Jr.
General Counsel
SUBJECT:

~ence,
I'

~

Enrolled Bill HR 1761, An act to suspend
for a ninety-day period the authority of
the President under Section 232 of the
'Trade Expansion Act of 1962 ••• and
for other purposes

This is in response to your memorandum of February.21,
1975, in which you requested the views of the Federal Energy
Administration on the subject enrolled Bill. The effect
of this .legislation \vould be to rescind the increased
fees on imported petroleum imposed by the President on
.J~~'.!~r~·

23 ~ !975,

:;?'.!r!:'.!~~"t

t':' P:r':'cl:.!!!=..tion N 1.:~1)er 4341,

The Bill would also supersede for a ninety-day period the
President's authority to make any further adjustments in
the tariffs or fees on petroleum or petroleum products
pursuant to the 'l'rade Expansion Act of 1962 or other la\v.
The Federal Energy Administration recommends that this
Bill be disapproved. The increased import fees are the
only existing portion of the President's program \vhich
will reduce cur consumption of imported petroleum. The
existence of these fee schedules \V'ill spur prompt legislative action·in other areas of the President's program.
Some of the dislocations associated \'lith the import fee
program'can be dealt with without rescinding the entirety
of the new fee schedule, and these areas of adjusL~ent are
addressed in the attached draft memorandum of disapproval
to the House of Representatives.

Attachment

THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON. O.C.

20220

FEB 2 51975
Director, Office of Management and Budget
Executive Office of the President
Washington, D.C. 20503
Attet;tion:

Assistant ·Director for Legislative.Reference

Sir:
Reference is made to your request for the vie"~;·lS of this Depart:nent
on the enrolled enactr11cnt of. H.R. 1767, which provides for a.tecporary
suspension of the President's authority under section 232 vf the Trade
Expansion Act of 1962, as amended, to adjust imports of pctroleu'll. and
petroleum products. This suspension would begin 0:1 the· date of enact- .
ment and run for a ninety-day period thereafter.
The Department of the Treasury is very strons;ly opposed to enactment
of the enrolled bill.

The President's proclamation is an integral part of the Administra··--- --tl':On•s-comprenensive l:!nt.n.'gy ·p.~:v~.Lau.. It -.:~::: i!:!::!!e::! f0:: t-i!.:- -~~!'I!"P.:!c:;~s
.
·
purpose of reducing domestic consumption and, thus, the unacceptably -h-igh·---·-current import levels. With the rest of the progra:J., it \vill promote
energy conservation, encourage development of alternative sources of
supply, and reduce our reliance on foreign oil. This proclMlation also
signifies the United States 1 determi_natio:n to assu:::e leadership among oil
consuming nations in a cooperative effort to encourage -o:-mrld->lide energy
conservation and thereby bring downward pressures on oil pri~es.
The oil import question has been.extensively st~died and debated by
Congress, the Administration and others. The situation demanded decisive
action and President Ford took it by imposing the increased oil import
license fees using the authority given him in section 232 of the Trade
Expansion Act of 1962. In enacting section 232, Congress clearly contemplated this type of action by the President. It ..-ould be unreasonable
and unwise to rescind the President's action without providing an
.·-}(;~
alternative plan to deal with the problem.
-,.. · ''''<.\
Furthermore, ·the drastic action contewplated by this bill is
t:~ J
unnecessary at this time because the actual economc impact of the
..:.'/
•.t!i"..
. license fees will not begin to be felt by the co~sumer or the economy
during the naxt several weeks. Specific measures to alleviate any impacts

•

•

-2-

which do occur are already available to the Administration under
existing law and administrative regulations. This includes the
authority to restrict the pass through of increased cost.s attributable
to the fees to certain products, including gasoline. The President
has promised to use .. this authority to prevent undue hardships and
inequitable results.
. Finally, the bill fails to provide the President with sufficient
authority to waive its prohibitions in periods of national emergency.
While the bill does preserve the right of the President to act during
periods of war or under circumstances involving United States armed
forces engaged in hostilities, it seriously limits the President's
authority to adjust petroleum imports in circumstances short of a~ed
warfare.
In view of all of the foregoing, the Department recommends that·
the enrolled enactment be vetoed by the President •.
.- Sincerely yours,

·General ·counsel

\

.,
·,

• THE CHAIRMAN OF THE
COUNCIL.OF ECONOMIC ADVISERS
WAS!,!IIIIGTON

February 24, 1975

Dear Mr • Rom.rnel :
,- ~his is in response to your request to the Council
of Economic Advisers for conunents on H.R. 1767.
The CEA urges veto of H.R. 1767 which suspends for
90 days the authority of the President to further adiust
~nports of petroleum and which negates the import fee

imposed on February 1.
The import fee is the keystone of the Administration
energy program. For the short-run, it \vas designed to
induce a build-up in inventories to counter the threat of
an embargo even before the remainder of the program is in
place. For the long-run, it was designed to reduce energy
consumption and hence to reduce reliance on imported
petroleum.
If veto of the import fee is not sustained, it \>:ill
be very difficult to obtain further progress in pu~ting the
other portions of the energy program into place and it i!:
important.that the Administration be seen capable of action
during the important negotiat;ions which lie ahead.

M1·. Wilfred H. Rommel
Assistant Director for
Legislative Reference
Office of Management and Budget
Washington, D.c. 20503
.. ·

----..-........-...,.

United States Department of the Interior
OFFICE OF THE SECRETARY
WASHINGTO:-J', D.C. 20240

FEB 21 1975

::-.! s

responds to your request for the viei-TS of this Depart::'.e::~
cC'!".:t:!'!1ing enrolled bill H.R. 1767, "To suspend for a ni::e:~:-::~~::
j·:·:-ic:l the authority of the President lmder section 232 o:· :!-.•:
: :-!!.:!,:: :Y.y.;ansion Act of 1962 or any other provision of b-..r ~c
!:::regs·:: tariffs, or to take any other ir:rpo!'t adjustr::ent n·::-._:c::.
v!:h respect to pctrolemn or prod'..lcts de!·ived there:~rc::-.; :o :-.·:.·,,<
o:·..,:: t·.:ch action ·..rhich ni.ay be taken by the President after Ja:-;.:.:,!"/
l·!T5, and before t!:.e beginning of such ninety-day period; and
fer o~!:.er purposes."

h~ rcco::-~end

.... '
;._ ·

that the President veto the bill.

~:e

bill would suspend for ninety days the President's recentl:,•
authority under section 232 of the Trade EA"Pansion J..ct
c!' 1)62 increasing import fees on petroleu.'!l.
···:·:cr~ised

'r"r.c President is::;ued Proclamation Number L.3L.1 rm J~~'!.!?.!'~r 2~, :!.~75,
to !!'!crease import license fees as a means of discouraging :f'u!'t~·/:!'
~rortation into the United States of petroleum, petrolew~ prcd~~t;
n::J related products in the interest of natural security, and
t::ereby to crea:te conditions favorable to the development of
dc:::est.ic petr_oleum resources heeded for projected national seclU'i "...~:
rcq-.;ire::,ents. Tnis action was taken after thorough cons:i.deratio::,
!::eluding consultation of the Enert;y Resources Council, and is
e~~~ntial to the Ad~inistration's comprehensive energy pro[ra~.
:;·.l2,lification of this action should not be permitted and e:1roll·: ::
t!ll :i.R. 1767 should be disapproved.
Sincerely yours,

~:~6.
Honorable James T. Lynn
Director
Office of ~~nagement and Budget
~ashington, D. C.
20503
CONSERVE
AMERICA'S

ENERGY

Save Energy and You Sen·e America!

GENERAL COUNSEL OF THE
DEPARTMEf\JT OF COMMERCE

.
FEB 2 4 1975

Washington, D.C. 20230

Honorable James T. Lynn
Director, Office of Management
and Budget
Washington, D. C. 20503
Attention: Assistant Director for Legislative Reference
Dear Mr. Lynn:
This is in reply to your request for the views of this Departrnent
concerning H. R. 1767, an enrolled enachnent
"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 petrolewn or products derived therefrom; to negate any such action which rr1ay be taken by
the President after January 15, 1975, and before the
beginning of such ninety-day period; and for other
purposes."
".lne purpose ot H. R. 1767 is to suspend for a p~riod of ninety .days
the authority of the President to impose new fees or to make other
adjustments in the imports of petroleum or petroleum products. It
would, in effect, negate the provisions of Proclamation 4341 of
January 23, 1975,. under which the President imposed a schedule of
higher fees on petroleum and petroleum products.
We regard the import fee provisions of Proclamation 4341 as a key
element in the President's economic and energy programs. Accordingly, we recommend against Presidential approval of H. R. 1767.
Enactment of this legislation is not expected to involve any increase
in t.he budgetary requirements of this Department.
Sincerely,

General Counsel

·

j

t.

COUNCIL ON INTERNATIONAL ECONOMIC POLICY
WASHINGTON, D.C.

20500

0

February 24:, 1975

.~
.'

.

~1:E1'£0RANDUM

FOR:

Mr. J. F. C. Hyde, Jr.
Acting Assistant Director for Legislative Reference This is in reference to your Enrolled Bill Request of February

0~~

n

2b~

rei:arding H. R. 1767.

CIEP recommends that the President veto this legislation for the
followi~ _reasons:
(1) The legislation is directly contrary to the President's cncn!y/
economic proposals.
(2) The 90-day delay reduces the effectiveness_ of the oil imp~Jrt
tariffs. It is unclear how soon alternative legislation can be pas:-;cd.
but it will probably take several months.
{3) The oil import tariff when coupled with decontrol of old d0:11('!:ttl·
crude oil and a windfall profits tax is preferable to altern.1.tin.•:> pre:-:cr.~:~,·
being considered in Congress (e. g., rationing, allocation, or imp,.)rt
ceilings}. Other mandatory, non-market allocation schemes pr()ndc
no incentive to expand domestic production.
(4) The oil import tariff is preferable to alternative propos:1l.s tn
U\."ll the tariff uses the marl-::etplace mechanism to strike a h:li;wrc- b.-t~.:.· .. ~:-.
supply and demand, which is far more desirable U1an a system rcqutn:-;..:
arbitrary judgments necessary in the alternative programs being consljt-rt:,:J.
(5} There is at least an even chance that the Yeto can be sustained.
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a¥1 A. Hartquist
General Com~el
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James T. Lynn
Office of Management
Budget

h~~hin;ton,

o~c.

20503

In compliance with your request, I have exanined ~
of the enrolled bill H.R. 1767, "To sus=end fs=
~ ninety-day period the authority of the President under.
scct1on 232 of the Trade Expansion Act of 1962 or anv
othc.r provision of la\'l to increase tariffs, or to ta}~e
any other import adjustment action, with respect to
p~troleum or products derived therefrom; to negate any
such action which may be taken by the President after
January 15, 1975, and bef6re the beginnin~ of such ninc:yday period; and for other purposes."
!a~si~ile

This bill, as the title indicates, \<Tould sus~Jcnc
for ninety days any authority of the President ur.c.:cr ~~H~
Trade Expansion Act of 1962 or any other act to adjust
i~ports of p~troleum or petroleum products.
Secti~~ 2 0:
the bill wbuld negate any such action taken by the Frc~~ ~\~.~
after January 15, 1975 and before the date of enact~c~t
of the bill.
The Department of Justice defers to the Fec~r~1l :::~,...: ..
as to whether this bill should r~c~1~c
Executive approval.
A~~inistration

Sincerely, .
~;/
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v'~: Mitchell·NcCon:-.el.:., ..::-.
Actirig Assistant Attor~~i ~~~··:~:

EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL ON WAGE AND PRICE STABILITY
726 J~.CKSON PLACE, N.W.
.

WASHINGTON, D.C. 20506

February 21, 1975

Mr. J.F.C. Hyde, Jr.
Acting Assistant Director
for Legi~lative Reference
·Office of Management and Budget
Washington, D.C.
20503
Dear Mr. Hyde:
This is in reply to your request for our views on
H.R. 1767, an enrolled bill to suspend for 90 days
the President's authority to impose tariffs on
petroleum and petroleum products.
It would be in the interests of the Council on
Na2e ancl Price Stability narrowly construed for
the Pr~sidcnt to sign the bill, since this would
forestall an increase in the prices of petroleum
products and other products related to them,
Nevertheless, we recognize that there are broader
con~id~rations involved, including the need for
conservation of energy and the President's legislative strategy for achieving congressional action
on a comprehensive energy program. We, therefore,
defer to the views of the Federal Energy
Administration.
Sincerely,
... '

Albert Rees
Director

.
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THE WHITE HOUSE
WASHINGTON

February 27, 1975

MEHORfu'IDUM FOR
FROM:
SUBJECT:

Veto on the Oil Import Tariff

As you are aware, Phil Areeda ma~some recommended changes
to the draft veto message on H.R. 1767. I have forwarded
those comments to Paul Theis' office and am attaching a
copy for your personal review.
Would you please prepare the cover memorandum for Jim's
signature which will be attached to Jim Lynn's enrolled
bill report.
I would draft this memo, however, I believe
there might be information not contained in the enrolled
bill report which you would want included on Jim's
memorandum. Likewise, if the President has already
made his decision on the veto there seems to be no
need for all the options and background as is contained
in Lynn's memorandum.
Thanks.
cc: Jim Cavanaugh

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 2.0503

F£a

a·a 115

MEMORANDUM FOR THE PRESIDENT
Subject:

Enrolled Bill H.R. 1767 - Suspension of Oil Import
Tariff Authority
Sponsor - Rep. Green (D) Pennsylvania, and 19 others

Last Day for Action ·
March 4,

1975 - Tuesday

Purpose
Suspends for 90 days Presidential authority to adjust imports
of crude oil or products; negates any such action taken after
January 15, 1975; and rebates fee increases imposed after
that date.
Agency Recommendations
Office of Hanagement and Budget

Disapproval

Federal Energy Administration
Department of the Treasury
Department of State
Council of Economic Advisers
Department of the Interior
National Security Council
Department of Commerce
Council on International
Economic Policy
Department of Justice
Council on Wage and Price Stability
Department of Defense
Office of Special Representative
for Trade Negotiations

Disapproval
Disapproval
Dis a pprov a J!Inf ormally)
Disapproval
Disapproval
DisapprovalJin;t'ormally)
Disapproval
Disapproval
Defers to PEA
Defers to PEA

2

Discussion
The first stage of the increase in fees on imported
petroleum was put into effect on February 1, pursuant
to your proclamation of January 23, 1975. That
proclamation took two actions: it eliminated the
scheduled phasing-in of certain fees, thereby increasing
them by several cents per barrel for most categories of
petroleum imports and by as much as 58 cents per barrel
for gasoline and other types of products imported from
Canada, and it added a temporary supplemental fee of
$1 per barrel effective February 1, $2 per barrel
effective March 1, and $3 per barrel effective April 1.
You have stated the Administration's intention to replace
these with a permanent $2 per barrel excise tax when
enacted by the Congress.
Basic Features of Bill
The enrolled bill would respond to these actions by:
1.

suspending for 90 days Presidential authority
to increase fees or take any other action to
adjust oil imports;

2.

negating any import adjustment action taken
between January 15, 1975, and the date of
enactment; and,

3.

rebating any duties or import fees collected
pursuant to a negated action.

The bill further provides that the 90-day suspension ·will
cease if a national emergency occurs or if certain situations
involying the use of Armed Forces arise.
Administration Rationale
The Administration's statements have focused on three major
reasons for raising fees on imported oil:
the resulting higher prices will lead users to
conserve, thus reducing dependence on oil
imports, thereby lessening the outflow of
dollars to producer nations and reducing U. s.
vulnerability to embargo;
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an action of this sort would demonstrate to
producer and consumer nations the strength
of our commitment to work toward energy
self-sufficiency; and,
use of Presidential authority would prompt
the Congress into long-overdue action on a
comprehensive energy program.
Arguments of Bill's Supporters
Proponents of the bill argue that while effective action to
reduce dependence on imports may be essential, the entire
package of energy taxes and fees, beginning with the oil
import fees, is likely to contribute substantially to
inflationary and recessionary pressures and that the degree
of import restraint likely to be gained by such actions is
small and not worth the costs. House and Senate committee
reports on H.R. 1767, for example, make reference to studies
which conclude that the impact on the rate of inflation may
be double that estimated by the Administration.
Those who disagree with your action also contend that:
if the approach of raising prices is to be employed,
any taxes or fees should be placed primarily on
gasoline, since it would be more difficult for
consumers to adjust to higher prices for heating
oil and other products; this would be especially
true for those States which are more dependent
on foreign petroleum products as a result of
long-established supply networks; and,
allowing the Proclamation to stand would not allow
the Congress the additional time needed to effectively
examine alternatives and develop its own approach.
Administration Rebuttal
In their letters recommending disapproval of the enrolled
bill, PEA,· Treasury, and other agencies offer the following
points:
alternative proposals considered by the Congress and
rejected by the Administration, such as rationing,
would have economic impacts significantly more adverse
than the Administration's approach;
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any inflationary or recessionary pressures generated by
the raising of fees would tend to be offset by the tax
reductions proposed by the Administration;
action must be taken now to reduce imports, not only to
slow the outflow of capital and -jobs but also to show
producer and consumer nations that the United States
~ill not continue to accept the political and economic
vulnerability of excessive dependence; enactment of
this bill would result in delays that the country cannot
afford and can be viewed as signaling a lack of commitment to energy self-sufficiency;
you have directed the FEA to adjust product prices so
that the higher import fees will fall more heavily on
gasoline than on other products, and additional administrative and legislative actions can be taken if necessary to counteract impacts on certain segments of the
economy.
Statement of Intention to Veto
Your February 20 statement of intention to veto H.R. 1767
summarized your position: "The issue before the Senate was
very simple -- to vote for delay or to vote for doing something
about our growing energy vulnerability ••• I deeply believe a
prompt solution to our energy problems is essential to the
United States. I cannot be a party to further delay."

* * * * *
Given the margins of passage in the House (309-114) and in the
Senate (66-28), there is some question as to whether the veto
could be sustained. Even if it were not, however, the effect of
the proclamation has been to galvanize the·congress into action
on a comprehensive energy program, providing a possible basis
for future compromise solutions.
FEA and OMB staff are jointly preparing a veto message for your
consideration, which will be submitted to you with appropriate
revisions made by White House speechwriters.

(Signed) James f. Lynn

Director
Enclosure

