A "' Washington and Lee University School of Law
Washington and Lee University School of Law Scholarly Commons

Assembled by Congressional Staff ¢ 1958-1976 Scrapbooks

2-5-1976

Staff Scrapbook, Dec. 1975- Feb. 5, 1976

Follow this and additional works at: https://scholarlycommons.law.wlu.edu/butler-scrapbooks-4

O‘ Part of the Law Commons

Recommended Citation

Staff Scrapbook, Dec. 1975- Feb. 5, 1976. M. Caldwell Butler Collection. Lewis F. Powell Jr. Archives,
Washington & Lee University School of Law, Virginia.

This Manuscript Collection is brought to you for free and open access by the Scrapbooks at Washington and Lee
University School of Law Scholarly Commons. It has been accepted for inclusion in Assembled by Congressional
Staff ¢ 1958-1976 by an authorized administrator of Washington and Lee University School of Law Scholarly
Commons. For more information, please contact christensena@wlu.edu.


https://scholarlycommons.law.wlu.edu/
https://scholarlycommons.law.wlu.edu/butler-scrapbooks-4
https://scholarlycommons.law.wlu.edu/butler-scrapbooks
https://scholarlycommons.law.wlu.edu/butler-scrapbooks-4?utm_source=scholarlycommons.law.wlu.edu%2Fbutler-scrapbooks-4%2F26&utm_medium=PDF&utm_campaign=PDFCoverPages
https://network.bepress.com/hgg/discipline/578?utm_source=scholarlycommons.law.wlu.edu%2Fbutler-scrapbooks-4%2F26&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:christensena@wlu.edu




: pa *’,» :
g Ll s SBf¥ Al5

Rowland Evans
and Robert Novak

Toward
Energy

Dependence

The American oil industry, its habitual
paranoia over the future heightened by
President Ford's signing of the-energy bill,
is posting ‘warning signals of deepening
dependence on foreign oil.

Developments within the industry now
being signalled began long before Mr.
Ford’s fateful decision. But what oil men,
correetly or not, regard as betrayal by the
White House seems to be intensifying the
trends: cutting corners on federal
regulations at the cost of production;
elimination of less profitable production;
continuing emphasis on foreign over
domestic operations; diversification into
non-oil operations.

One oil expert sums it up by forecasting
that many companies will ‘“‘go into a
maintenance mode’’ domestically
—keeping up present operations without
expansion, Confirming that, the vice
president of one of the huge Seven Sisters
sees forced divestiture of his company’s
integrated oil activities in the forseeable
future and perhaps nationalization beyond
that. This mood could exaggerate the
worst effects of the new energy law,
causing reduced domestic production and
increased imports—to the detriment of
this nation’s security.

What the oil executives are doing may
well be heightened by their habitual
paranoia, but they are not bluffing to win
government favors. To the contrary, since
Mr. Ford’s energy bill approval, the oil
men have clammed up about their plans.
But many clearly feel that since Mr. Ford
has accepted what they see as permanent
government controls, the industry can
ignore the national interest in making
decisions.

For big oil to say “no more Mr. Nice
Guy’”’ mocks a consuming public con-
ditioned by politicians castigating the
industry. But some objective observers
believe the oil companies generally did not
profiteer and did act in the national in-
terest during the Arab oil embargo. Now,
however, more and more companies are
starting to live up to the industry’s sour
reputation.

The warning signals fall into four
gcneral categorles of activity, which

“Wh!t the oil executives
are doing may well be
heightened by their
habitual paranoia, but
they are not bluffing to

- win govpmment favors.”

combined could have ¢: {tastrophm effects: 2

Warning signal No. 1: One company is =
using ifs iow-priced “oid” oil as fuel forits *
tapker fleet to bring in higher priced
foreign oil—a process that beats the
regulatory system penalizing holders of
“old” oil. To 'some experts, convinced
controls are permanent, such evasion of
government regulations will proliferate.
Thenet impact: higher imports.

Warpaeg signal No. 2: One company is.
plannir®MPto shut down costly production of
lowgrade crude in California’s Wilmington
offshore " field because the government
regulated price of $4.21 a barrel.is
uneconomic. The Federal Energy
Administration (FEA) may soon reverse
itself and increase the price, but that won’t
solve the problem. With a weighted
average of $7.66 for ‘““old” oil under the
new bill, the FEA simply cannot make this
sort of production profitable,

Thus, there is a danger of more and
more low-grade fields closing down. For
many, production cannot be resumed.

Warning signal No. 3: According to
reliable reports in both the industry and
the government, Phillips is purchasing
more European refineries. By importing
the refined product, it can then increase
profits.

“‘The profit today is abroad, not at
home,” one oil executive told us. Although
Gulf has been hurt by nationalizations. in
Kuwait and Venezuela, other companies
want to expand overseas. Mobil has been
particularly aggressive and astute in
stepping up Saudi Arabian operations, and
Exxon is following the same course there.
Asked by a friend what his company would
do if Congress ordered divestiture, the top
executive in one of the Seven Sisters
replied: ‘“We’d' divest, our -U.S.
operations.”

Warning signal No. 4: One major firm is
seriously considering purchasing a major
retail food chain—fitting a pattern of
widespread diversification into non-oil
operations by big oil. Mobil recently
acquired Marcor, parent company of
Montgomery Ward. Standard of California
has bought 20 per cent of Amax, a mining
concern,

By such diversification, major com-
panies get into non-regulated industries
and hedge their bets against future
divestiture or even nationalization. In the
process, however, produchon efforts
decline.

These warning signals come when
production is falling ever more rapidly,
plans for some domestic refinery con-
struction have been postponed and bids on
off-shore oil leases are meager. Such bleak
portents would seem to dwarf FEA Chief
Frank Zarb’s cheery year-end message
that Americans are finally conserving

energy by lowering their thermostats and
buying small cars.
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