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AMERICAN EXPERTISE IN THE FINDING AND DEVELOPMENT OF PETROLEUM HADN'T
YET BEEN EXPORTED, SO THEY DIDN'T HAVE A WORLD OIL GIUT WITH INCREASING
PRESSURES BY FOREIGN OIL TO INVADE AND DISPIACE THEM IN THE AMERICAN MARKET,

THEY DIDN'T EVEN HAVE AN INCOME TAX, SO THEY WEREN'T PIAGUED BY A
CONSTANT GUN AT THEIR HEAD AS TO WHETHER OR NOT VITAL DIFFERENTIAL TAX
TREATMENT OF DEPLETABLE MINERAL RESOURCES WOULD BE CONTINUED.

THEY DIDN'T HAVE 85 FEDERAL GOVERNMENT ORGANIZATIONS, BY THE TATEST
COUNT, IN 15 INDEPENDENT AGENCIES AND ALL BUT ONE CABINET LEVEL DEPARTMENT,
INVOLVED IN ALL PHASES OF ENERGY POLICY AND IN TOO MANY OPERATIONS OF THE
PETROLEUM INDUSTRY,

IN SHORT, THOSE INDUSTRY PIONEERS WERE NOT CONFRONTED WITH INCREASING
UNCERTAINTIES, INCONSISTENCIES AND DISTORTIONS IN MULTIPLYING
NUMBERS OF FEDERAL GOVERNMMENT POLICIES AND ACTIONS WHICH -~ TAKEN ALL
TOGETHER -~ NOW DETERMINE THE WHOLE FUTURE COURSE OF OIL AND GAS DEVELOPMENT
IN THE STATE OF KANSAS AND IN OUR COUNTRY.,
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WHILE THE TARGER CONCERN IS IN MAINTAINING ADEQUATE DEFENSE FUEL SUPPLIES
FOR THE FUTURE, CERTAINLY THE IMPACT OF A HEALTHY, GROWING OIL AND GAS
PRODUCING INDUSTRY ON THE STATE OF KANSAS -- AND INDEED UPON OUR ENTIRE
DOMESTIC ECONOMY -~ CANNOT BE MINIMIZED,

= SIGNIFICANCE OF ECONOMIC DECLINE IN OIL PRODUCTION -

ALL BUT 13 OF THE 105 COUNTIES IN KANSAS PRODUCE OIL OR GAS, OR BOTH,
SINCE THE BEGINNING OF THE INDUSTRY HERE, THE VALUE OF OIL AND GAS PRODUCED
IN KANSAS HAS EXCEEDED $8.5 BILLION, CRUDE OIL, NATURAL GAS, AND HELIUM
EXTRACTED FROM GAS, ARE THE TOP-RANKING MINERALS, IN THAT ORDER, PRODUCED
IN KANSAS, PETROIEUM ACCOUNTED FOR 80 PER CENT OF THE TOTAL VAIUE OF AIL
MINERALS PRODUCED IN KANSAS IN 1966,

BUT THIS IMPORTANT INDUSTRY HAS BEEN IN A STATE OF ECONOMIC ILI-HEALTH
AND PERSISTENT DECLINE FOR A DECADE, AND WHAT HAS HAPPENED IN THE STATE OF
KANSAS IS ONLY A REFLECTION OF WHAT HAS OCCURRED THROUGHOUT THE DOMESTIC
PETROLEUM INDUSTRY., EXPLORATORY DRILLING, AS WELL AS TOTAL DRILLING IN
KANSAS IN 1967, WERE 20 PER CENT BEIOW THE IEVELS OF 1957. THE 1967 PRICE
OF KANSAS CRUDE OIL WAS TWO PER CENT BELOW THE AVERAGE PRICE OF $3.01 PER
BARREL 10 YEARS EARLIER, WHILE COSTS OF ALL MATERIALS AND SERVICES USED

BY THE INDUSTRY HAVE RISEN CONSISTENTLY,
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THTS CONTRACTION IN ESSENTIAL INDUSTRY ACTIVITIES HAS RESULTED IN A
DECLINE OF 30 PERCENT IN EMPIOYMENT IN OIL AND GAS PRODUCTION IN THE STATE,
FROM 15,825 IN 1957 TO 11,100 IN 1967. RETRENCHMENT THROUGHOUT THE U, S,

OIL AND GAS PRODUCING INDUSTRY, PRIMARILY BY INDEPENDENT PRODUCERS, HAS
RESULTED IN A DROP OF NEARLY 50,000 IN TOTAL U,S. EMPLOYMENT IN THE
PRODUCING SEGMENT OF THE INDUSTRY.,

THIS IARGE DECLINE IN INDUSTRY EMPLOYMENT IN ITSELF BODES ILL FOR THE
FUTURE OF THE INDUSTRY AND THE COUNTRY, BECAUSE IT REPRESENTS A PERMANENT
10SS OF SKILIED EMPLOYEES FROM THE RANKS OF OUR MOST VITAL ENERGY-

PRODUCING INDUSTRY,

WORSE THAN THE ECONOMIC IMPACT, AND THE IOSS OF JOBS, HOWEVER, IS THE
PERSISTENT DECLINE IN U.S, PETROLEUM RESERVES WHICH HAS OCCURRED IN THE
PAST EIGHT YFARS, IN FOUR OF THESE EIGHT YEARS, INCLUDING 1967, THE
DOMESTIC INDUSTRY PRODUCED MORE OIL THAN IT FOUND -- RESULTING IN A NET
DECLINE IN OUR RESERVES IN REIATION TO PRODUCTION. OUR CURRENT OIL DISCOVERY
RATE IS AT LESS THAN HAIF THE LEVEL WHICH THE DEPARTMENT OF INTERIOR PROJECTS

AS NECESSARY TO MAINTAIN ADEQUATE PETROLEUM RESERVES THROUGH 1980.
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THESE ARE FACTS WHICH CERTAINLY SHOULD BE DISTURBING TO THE PUBLIC,
AND TO THOSE IN GOVERNMENT RESPONSIBLE FOR POLICY PROGRAMS WHICH AFFECT
INCENTIVES FOR U, S, OIL AND GAS EXPIORATION, DRILLING AND DEVELOPMENT,
HOWEVER, I CAN FIND NO EVIDENCE THAT EVEN THOSE IN GOVERNMENT WHO ARE
WELL ACQUAINTED WITH THESE FACTS ARE PARTICUIARLY AROUSED OR CONCERNED
ABOUT THE COUNTRY'S DRIFT TOWARD A IOSS OF ITS SELF-SUFFICIENCY IN PETROLEUM
FUELS,

- UNRELIABILITY OF FOREIGN PRODUCTION -

RECENT WORID EVENTS WOULD SEEM TO HAVE IEFT NO QUESTION ABOUT THE
NEED TO REVITALIZE THE DOMESTIC SEARCH FOR OIL, A YEAR AGO THIS MONTH,
FOR THE SECOND TIME IN A DECADE, WAR ERUPTED IN THE MIDDLE EAST, DISRUPTING
A FIOW OF VITAL OIL SUPPLIES FROM BOTH THE ARABIAN PENINSUIA AND NORTH
AFRICA, IN THAT SITUATION, THE DOMESTIC OIL INDUSTRY IN THE UNITED STATES
RESPONDED TO THE CALL TO FILL SUPPLY GAPS IN EUROPE, PARTICUIARLY IN GREAT
BRITAIN WHICH WAS THREATENED WITH RATIONING.

THE ARAB OIL PRODUCING COUNTRIES, IN AN ATTEMPT AT MILITARY-POLITICAL
BIACKMAIL, EMBARGOED ALL OIL SHIPMENTS TO THE UNITED KINGDOM AND THE UNITED
STATES, EXCEPT FOR THE AVAITABILITY OF SURPLUS OIL PRODUCING CAPACITY IN

THIS COUNTRY, THE PRESSURE ON EUROPE COULD HAVE BECOME INTOLERABIE.
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SO TT IS APPARENT TO ALL, OR SHOULD BE, THAT SUCH AN EXPERIENCE PROVES
BEYOND QUESTION THE NEED TO HALT AND REVERSE THE DECLINES IN DOMESTIC
EXPLORATION AND DRILLING WHICH HAS PERSISTED FOR A DECADE, AND TO DO AIL
POSSIBIE TO SEE TO IT THAT THIS COUNTRY'S DEPENDENCE ON REMOTE AND INSECURE
FOREIGN OIL IS NOT FURTHER EXTENDED,

= UNWARRANTED ATTACKS ON OIL AND GAS TAX PROVISIONS =~

AS I SAID FARLIER, THERE ARE MANY FACETS OF GOVERNMENT OIL POLICY WHICH
ARE UNSETTLED AND DISTURBING, BUT THERE ARE TWO THAT ARE OF PARTICUIAR
TMPORTANCE AT THIS TIME BECAUSE THEY ARE ON THE "FRONT BURNER" IN WASHINGTON.

I REFER TO THE CONTINUING ATTACKS ON HISTORIC OIL AND GAS TAX PROVISIONS,
PRIMARTLY PERCENTAGE DEPIETION, AND THE CONTINUED EROSION OF THE OIL
IMPORT PROGRAM ADMINISTERED BY THE DEPARTMENT OF INTERIOR.

NO CONTROL PROGRAM, HOWEVER NECESSARY, IS EVER PERFECT, HOWEVER, THE
MANDATORY OTIL IMPORT PROGRAM, INAUGURATED UNDER THE EISENHOWER ADMINISTRATION
IN 1959 AND AUTHORIZED UNDER THE DEFENSE AMENDMENT OF THE TRADE AGREEMENTS
ACT ADOPTED IN 1955, WAS, TO MY MIND, AS EQUITABLE A PROGRAM AS COULD HAVE BEEN

IMPROVISED INSOFAR AS ITS IMPACT ON A VERY COMPLEX INDUSTRY.
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FOR SIX YEARS, UNTIL 1965, THAT PROGRAM WAS FAIRLY SIMPLE, IARGELY SELF-
OPERATING, AND ENJOYED GENERAL INDUSTRY ACCEPTANCE AND SUPPORT. SINCE 1965,
HOWEVER, THE DEPARTMENT OF INTERIOR HAS INNOVATED A IONG SERIES OF EXCEPTIONS
AND EXEMPTTONS TO THAT PROGRAM TO ACCOMPLISH PURPOSES HAVING NO REIATION
TO ITS NATIONAL SECURITY OBJECTIVES, THESE CHANGES, INVOLVING BUILT-IN
ADVANTAGES FOR CERTAIN COMPANIES AND INEQUITIES FOR THEIR COMPETITORS, HAVE
ALL BUT DESTROYED ANY CONFIDENCE, IN THE INDUSTRY AS WELL AS IN CONGRESS,
THAT THE IMPORT PROGRAM CAN CONTINUE TO SERVE ITS NATIONAL SECURITY
OBJECTIVES's

I WON'T DETAIL THE MANY INGENIOUS DEVICES AND PROPOSALS PUT FORTH BY
PRIVATE COMPANTES, AS WELL AS BY THE DEPARTMENT OF INTERIOR, WHICH HAVE
HAD THE EFFECT OF WEAKENING AND UNDERMINING THE IMPORT PROGRAM, IF
AUTHORITY NOW HELD BY THE SECRETARY OF INTERIOR TO IMPLEMENT VARIOUS
ADDITIONAL EXCEPTIONS AND EXEMPTIONS WERE USED, HOWEVER, THE RESULT WOULD

BE ADDITIONAL OIL IMPORTS OF UP TO 300,000 BARREIS DATILY,
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- LEGISIATIVE GUIDELINES ON IMPORTS NEEDED =

THERE ARE MANY IN THE CONGRESS WHO BELIEVE THE TIME IS OVERDUE FOR A
REEVALUATION OF THE INTENT OF CONGRESS AS TO THE DEFENSE AMENDMENT UNDER
WHICH THE IMPORT PROGRAM WAS AUTHORIZED, I SHARE THE BELIEF OF 45 OF MY
COLIEAGUES IN THE HOUSE THAT THE ONLY ANSWER IS TO PROVIDE SPECIFIC
IEGISIATIVE GUIDELINES PIACING AN OVERALL LIMITATION ON OIL IMPORTS
EQUAT, TO 12,2 PERCENT OF DOMESTIC PRODUCTION, THIS, INCIDENTALLY, IS
THE GUIDELINE WHICH IS SUPPOSED TO BE USED TO CONTROL IMPORTS UNDER THE
PRESENT PROGRAM -- BUT WHICH IS EXCEEDED BECAUSE OF WEAKNESSES AND IOOP-
HOLES IN THAT PROGRAM,

THIS PROPOSAL (WHICH IS EMBODIED IN MY BILL, H,R, 10689) DOES NOT
REPRESENT RADICAL "PROTECTIONIST" LEGISIATION, IT WOULD SIMPLY WRITE INTO
IAW AN EXISTING STANDARD, AND PREVENT EXCEPTIONS TO THAT STANDARD, IT WOULD
NOT REDUCE IMPORTS, ALTHOUGH A MERITORIOUS CASE COULD BE MADE FOR A
SUBSTANTIAL REDUCTION, IT WOULD, HOWEVER, STABILIZE IMPORTS AND PREVENT THE

NATION FROM EXPANDING ITS DEPENDENCE ON FOREIGN OIL, UNNECESSARILY.
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MY CONCERN ON THESE PROBIEMS IS NOT JUST SHALIOW OR SECTIONAL, IT
IS NOT JUST DIRECTED AT PROTECTING THE KANSAS INDUSTRY, ALTHOUGH I WOULD ARGUE
THAT IS A WORTHWHILE GOAL, BUT FEDERAL POLICIES ON OIL GO MUCH DEEPER
THAN THAT, I BELIEVE AN ADEQUATE ENERGY SUPPLY, WITHIN OUR OWN CONTROL,
IS ALL IMPORTANT TO OUR POSITION OF STRENGTH IN THE WORLD,

~"THE OIL GAP"-

IN WASHINGTON, THERE HAS BEEN MUCH CONCERN WITH "GAPS" OF VARIOUS
KINDS AND TYPES; WITH "MISSILE GAPS", PRECIOUS METAL "GAPS", ALL SORTS OF
MILITARY "GAPS", AND EVEN "CREDIBILITY GAPS", BUT THE "GAP" I FEAR MOST
IS AN ENERGY GAP AND PARTICUIARLY AN "OIL GAP", BECAUSE RECENT EVENTS HAVE
ILLUSTRATED ONLY TOO WELL THAT THIS IS A GAP WE CAN ILL AFFORD,

IF THIS COUNTRY IS TO BE SUPPLIED WITH EVER-GROWING OIL AND GAS SUPPLIES

TO MEET EVER-ACCELERATING DEMANDS FOR THESE FUELS, IT IS UNTHINKABLE THAT
YOUR GOVERNMENT WOULD NOT BE WILLING -- INDEED ANXIOUS -- TO PROVIDE THE
KIND OF POLICIES WHICH WILL ENCOURAGE THE DOMESTIC OIL INDUSTRY IN THESE
GREAT TASKS',

WE MUST WORK EVER MORE DILIGENTLY, BRINGING TO BEAR BOTH IOGIC AND
REASON, AS WE SEEK AND INSIST UPON SUCH POLICIES, AND TO THAT END, MY BEST
EFFORTS WILL BE DEVOTED,
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