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While government offi-
cials freely admit that per-
manent solutions to the en-

out*last week claims that
the causes of the crisis go
back at least three years,
" with the White House and
the oil industry sharing the
blame for the present fuel
squeeze.

In a 173-page report pre-

pared for its chairman, Sen..

Henry M. Jackson (D-Wash.),

the Senate’s Permanent-

Subcommittee on Investiga-

ergy crisis will take several
years, a congressional study"

Energy Crisis Laid to Laxity

- tions blames today’s fuel

shortage ' ‘on  the White
House. for ‘eliminating oil

import quotas too late and

on the oil industry for refus-
ing to recognize for the last
three years that a fuel short-
age existed.

The oil shortage can be

- traced back to 1969, the Sen-

ate subcommittee said, when
the Texas and Louisiana oil
fields that produce two-
thirds of the oil in the
United States suffered a re-
serve-loss of more than 45

. million galloris of oil, the

largest decline of crude oil
reserves in history.

‘companies had rated the re-

. high a level and were not
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By February, 1970, the re-
port states, the independent
oil refiners were saying pri-
vately that the major oil

serves in Louisiana at too

being honest about how
much oil the Texas: fields
could produce.

Industry “seriously over-
estimated the practical po-
tential of the few large oil
fields currently producing
below maximum efficient
rate,” the subcommittee said.

The result was that the
productivity of Texas oil
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fields began to decline in
1970, a situation that caught

the country’s oil policy mak-
ers by surprise.

Even later, when the
White House was faced with
a question of whether to
drop the oil import quota
system, the oil industry was
being less than candid in its
public reports about the
adequacy of domestic crude
oil supplies.

Crude oil stocks of the 10
largest oil companies in the
United States were down in
1972, the subcommittee re-
port states, but the compa-
nies informed the publie
that their stocks were ade-
quate to meet demand,
which had risen almost 10
per cent and was destined to
rise almost 20 per cent.

“The 10 largest compa-
nies,” the subcommittea re-
port flatly stated, “were in-
forming the Texas Railroad
Commission . [which regu-
lates the pumping of Texas
oil fields] that they had all
of the crude oil feed stocks
they needed in order to
meet demand for crude oil
products.

“At the same time 7 the
report goes on, “inventory
levels of heat1n<r oil and ‘gas-
oline were being drawn
down because of increased
demand and because refin-
eries operated at reduced
levels of capacity.”

Meanwhile, the Senate
subcommittee  says, the
White House was practicing
some of the same foot-drag-
ging over changing the na-
tion’s oil import policies
from a quota to a tariff Sys-
tem. The subcommittee said
that President Nixon was
advised to eliminate import
quotas as early as January
of 1970, when his own Cabi-
net Task Force on Oil Im-
port Controls suggested that
the quota system be drop-
ned.

Seven months later, WMr.
Nixon rejected the task
force plan to substitute a
tariff system for quotas, at
least partly because the oil
industry expressed strong
opposition to the plan, the
subcommittee report states.

“Oilmen said retention of
the quotas would encourage
exploration and develop-
ment of new sources,” the
subcommittee says, “and
that federal policy would he
less uncertain.”

The result of all this, the
subcommittee said, was the

“beginning of the first

peacetime petroleum prod-
uct shortage in the United
States.”

While the subcommittece
put part of the blame for
this shortage on crude oil
policies it also placed a
share of it on the refinery
policies of the country.

The subcommittee pointed
out that the major oil com-
panies failed to construct
new refineries to produce
gasoline and heating oils
during any year in the last
four years. It said the oil in-
dustry scheduled no new re-
finery capacity for 1973 and

only a small capacity in-
crease (590,000 gallons a
day) for 1974.

“Uncertainty over oil im-
port policy was cited as a
factor in the industry’s re-
luctance to build new refin-
eries” the subcommittee
said. “Refiners were report-
edly waiting for government
action on long-range policies
concerning distillate and
heavy fuel oils before mak-
ng commitments to build
new refineries in the U.S.”

Ironically, the subcommit-
tee added, the price freeze
decreed by President Nixon
in  August, 1971. played
havoc with gasoline and
heating oil supplies.

The August action froze
gasoline prices at seasonal
highs and heating oil prices
at off-season lows, a move
that helped trigger a heat-
ing oil shortaae last winter
and a gasoline shortage last
spring.

“It was not surprising to
find the industry more anx-
ious to convert its crude oil
into gasoline than into fuel
0il,” the report said. “The
profits were in gasoline and
the price controls, regard-
less of their many possible
merits, were in fact a factor
in the creation of the alarm-
ingly low fuel oil stocks the
industry held late in the
summer of 19727

Stocks dwindled at least
partly because refiners
could not import enough
crude oil to maintain inven-
tories. The subcommittee re-

© port pointed out that oil im-

ports had fallen late in 1972
because refiners had
“already used up the bulk of
their import quotas assigned
for the full year,” forcing
refiners to draw oil from
storage “at a rate to plunge
stocks to their lowest point
in postwar years.”

Another reason for the
heating oil shortage last
winter was that refinery.
runs were lower than they

‘o

could have “been, the sub- |

committee said.



In the first four months of
1972, refineries ran at 84.2
per cent of capacity, which
is lower than for any compa-
rable month in 1970, 1971

" and 1973. “The low refinery

rate meant that heating oil
stocks could not be built up
in time to face the heating
oil season last winter.

The same thing forced the
gasoline shortage last
spring, partly because the
refineries had to spend
more time producing heat-
ing oil late last winter to re-
plenish stocks that had
fallen dangerously low.

“Although refinery utiliza-
tion jumped to 94.9 per cent
in June of 1973 and has con-
tinued for several months at
approximately 94 per cent,”
the subcommittee said, “the
increase in capaeity utiliza-
tion was too late to avert
the gasoline shortage which
occurred during the peak
summer driving season.”

While the Senate report
went into explicit detail

about what it felt caused the |

current fuel oil plight it did
not dwell at all on how long
the plight would last.

Most energy experts in-
side the government now
feel we will be chronically
short of fuel for at least the
next five years regardless
of whether the oil producers
in the Persian Gulf drop
their embargo or not.

This estimate of the oil
shortage is what prompted
President Nixon in his Wed-
nesday night energy address
to the nation to announce
what he called “Project In-
dependence” a plan to
make the United States self-
sufficient in energy by 1980.
By seli-sufficiency adminis-
tration aides have said the
President means the kind of
self-sufficiency the country
enjoyed in 1970 when oil
imports were less than half
what they were earlier this
year.

Project Independence will
involve spending $10 billion
over the next five years

starting with fiscal 1975.

Energy experts working
on Project Independence
have not decided yet how
the $10 billion should be
spent, but at least one
source close to the project
said last week that $2 billion
would be spent improving
ways of mining and burning
coal.

The main reason so much
will be spent on coal is that
the United States has the
largest coal reserves of any

! country in the world. The

U-S. Bureau of Mines esti-
mates domestic coal re-
serves down to more than a
mile below ground at more
than three trillion tons,
enough to last 500 years at
even increased rates of con-
sumption.

Two obstacles block use of
th‘at coal. One is that most
of it must be strip-mined,
which destroys too much of
the land. The other is that it
can’t be safely burned under
bresent techniques because
it discharges too much sul-
fur into the air.

Much of the $8 billion left

out_of the $i0 billion for
Project Independence will
be spent improving drilling

techniques to recover oil |

deep in' the ground and on
recovering oil locked in the
shale rock of the Colorado
and Wyoming Rocky Moun-
tains.

Oilmen say today’s techni-
ques of drilling have re-
covered only one-third of
the oil that Yies deep in the
ground below Texas and
Louisiana, where at least an.
other third might be re.
covered by better methods,

The oil locked in shale ig
possibly the most massive
oil resource in the world.
The Interior Department es-
timates “easily” recoverable
shale oil at 80 biHion bar-
rels, the equivalent of more
than 3 trillion gallons of
gasoline or heating oil,

Recovering the shale oil
will be expensive, costing at
least $8 a barrel. The rising
price of oil means that oil
shale in now economic, but
the big problem with oil
shale is the way its recovery
ruins the earth.

Huge quantites of water
are needed to extract the oil
from shale. Even larger

quantities of slag are Jleft :

behind by the recovery, a
problem which has not yet
been solved.
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