


Nacogdoches

BOTH MEN had heard of petro­
leum, the hlack gold that had 

made Pennsylvania a land of prom­
ise for seven years. They, and many 
others, knew there was petroleum in 
Texas, but Texas, in 1866, was a 
long way from any large market, 
and there was no demand for the oil.

It was with no particular thrill of 
discovery, therefore, that Emory 
Starr and Peyton F. Edwards ex­
amined the holes they had dug the 
night before on a branch of Oil 
Springs, near Nacogdoches. The 
two, on a hunting expedition, had 
expected the shallow pits, hastily 
dug with a pot lid, to fdl with clear 
water for preparing their breakfast 
coffee. Instead, the surface was cov­
ered with an ill-smelling iridescent 
scum.

Edwards had an idea.
“Suppose we skim some of this 

off and take it to the harness shop 
in town?” he suggested. “I hear it’s 
good for leather.”

Such was the rather inauspicious 
birth of the oil industry in Texas. 
The initiative of Starr and Edwards 
caused some excitement for a time, 
but actual oil development did not 
take place for several years.

Probably the first deliberate at­
tempt to drill for oil in Texas was 
by a Pennsylvania wildcatter who 
sank a hole near the border of Jef­
ferson and Hardin Counties nearly 
a year before the Civil War. He ap­
parently struck a “gasser,” went 
back North just before the war be­
gan, and never returned.

The “oil pond” near Sabine Pass 
was known to be a petroleum seep­
age before 1870, but skippers of 
Gulf coastal sloops who fled to its 
calm waters when storms blew up 
were the only ones to make use of it.

Several years before the Pennsyl­
vania oil boom. Dr. George G. 
Shumard, geologist and surgeon of 
several military expeditions that 
surveyed parts of Texas, noted the 
presence of petroleum and predicted 
its use for illumination and as a fuel.

Dr. Shumard, therefore, is prob­
ably the real “discoverer” of petro­
leum in Texas and the first to note 
the presence of oil there.

In two decades after 1866, the ex­
citement in Nacogdoches grew to 
boom proportions, but by that time 
petroleum production had begun in 
other parts of the state.

★

★

THE COVER ILLUSTRATION ON THIS ISSUE OF 

THE TEXACO STAR, SHOWING ONE OF THE 

EARLIEST RECORDED INSTANCES OF ACTUAL 

OIL RECOVERY IN THE STATE OF TEXAS, IS 

THE SIXTEENTH OF A SERIES OF ORIGINAL 

PAINTINGS DRAMATIZING OUTSTANDING IN­

CIDENTS IN THE DEVELOPMENT OF THE 

AMERICAN PETROLEUM INDUSTRY. TODAY AP­

PROXIMATELY FORTY PER CENT OF THE TO­

TAL CRUDE PRODUCTION OF THE UNITED 

STATES COMES FROM TEXAS
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BRIEF
* This issue of The Texaco Star was 
especially prepared to give our stock­
holders and employes a clear picture 
of the current situation of the oil in­
dustry and the recent events which 
have brought about that situation. It 
is recommended that the articles here­
in be carefully perused in order that 
there may be a better understanding 
of the industry’s problems.

AND
* “Evasion of the (gasoline! tax,” 
says the Federal Oil Conservation 
Board in its Fifth Report to the Presi­
dent of the United States, “is a serious 
problem, not only to the governments 
of the states in which the tax is 
evaded, but to honest dealers who pay 
the tax. Evasion is a widespread prac­
tice and the losses to the states, and 
consequent damage to honest dealers, 
have reached alarming proportions.”

TO
* From the Dallas News: “It is prob­
able that oil regulation cannot be con­
sidered by the Government in the same 
light with banking, yet it is a prob­
lem on the same plane with wheat, 
cotton, and the farm products. Oil aid 
is as necessary as farm aid.”—Except 
that oil is only asking for a fair ad­
ministration and enforcement of the 
laws, and not financial aid.

THE
* From the Beaumont Enterprise: 
“The folly of pouring unneeded oil 
into glutted markets is only matched 
by the inexcusable waste of a valuable 
natural resource which can never be 
replaced, once it is exhausted. . . . 
The nation’s economic welfare, its 
safety in war, and the protection of 
the nation’s great oil industry demand 
that the waste of oil and natural gas 
be stopped.”

POINT
* From the Houston Press: “Shall 
physical waste be stopped by some 
state method of regulation, or shall the 
oil wells be turned loose to end man’s 
folly? Will it be the survival of the 
fittest and biggest, or shall it be pro­
tection for all?”

★
* Refined petroleum products are 
fifth in total value among the manu­
factured goods of the United States.



EDITORIAL
The Impotent Tariff

On June 6, 1932, the Revenue Act was en­
acted which provided for an import tariff of 

one-half cent per gallon for crude oil, gas oil, fuel 
oil, and other liquid derivatives of crude petroleum; 
an import tariff of four cents per gallon on lubri­
cating oil, and of two and one-half cents per gallon 
on gasoline or other motor fuels.

At that time the average crude oil price in the 
United States was $.8732, and gasoline at filling 
stations, exclusive of state taxes, $.1379.

On March 1, 1933, the average posted crude oil 
price was $.5691, and the average filling station 
price for gasoline, exclusive of state tax, $.1125.

Illegally produced crude oils in large quantities 
are being sold in East Texas at this writing (April 
4) at from $.10 to $.20 per barrel, and have driven 
prices of refined markets down to a point that could 
not have been accomplished by importations.

Also, these crudes and products of same are com­
peting with foreign crudes in the markets of Canada, 
Europe and elsewhere with the same effect.

Oil Could Aid Coal

True conservation of crude petroleum can 
be accomplished in several ways.

1. In the avoidance of the actual waste of crude 
oil and natural gas, preserving both for future use, 
and the gas as a source of energy in extracting oil 

from the underground deposits. Figuring crude oil 
at $1.00 a barrel, and gas at five cents per thousand 
cubic feet, the loss is now averaging $91,250,000 
per annum.

2. By other practices that will make possible the 
ultimate recovery of the largest possible percentage 
of the content of the deposits.

3. By the use only of such quantities of crude oil 
as are actually needed for the production, by the 
most efficient methods, of the essential products of 
petroleum, these being almost entirely confined to 
gasoline and lubricating oil and a limited quantity 
of kerosene.

The 1932 world yield, excluding Russia, of gaso­
line from crude refined was 42 per cent. If a yield of 
50 per cent should be attained, fuel oil production 
would be reduced in an amount that would permit 
of the production of approximately 45,000.000 tons 
of additional coal per annum, increasing employ­
ment by a very large number.

Commodity Prices

Those who believe commodity prices will be 
raised through activities other than restrict­

ed production and re-employment of the idle in in­
dustrial, rather than agricultural pursuits, should 
note commodity price trends following the Civil War.

Measuring the decline in commodity prices dur­
ing the present depression by the Bureau of Labor 
Statistics price index (1926 = 100), the price 
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level has dropped from 96.5 in 1929, when the de­
pression started, to a low of 59.8 for the month 
of February, 1933; a fall of 36.7 points in the 
index, or 38 per cent.

This low-point compares with a low-point of
58.2 in 1879 in the depression of the ’70’s and an 
extreme low-point of 45.0 in 1897, which marked 
the culmination of the long term downward com- 
mod ity price trend for 33 years following the Civil 
War. From this point it was 20 years, 1897-1917, 
before commodity prices reached the average of 
1926, used above as 100.

It is interesting to note that the Civil War peak 
was 154.1 in 1864 while the World War peak was
167.2 in 1920, and that the price level at its low- 
point of 59.8 in February, 1933, has fallen 107.4 
points, or 64.2 per cent from the World War peak, 
as against a fall of 109.1 points, or 70.8 per cent 
following the Civil War.

Judgment Confirmed

The following editorial appeared in the January, 1931 
issue of The Texaco Star, and is repeated.

The action of the Association of Railway 
Executives, in declaration of policy dated 

November 20, 1930, in recommending that burdens 
and restrictions be placed upon the oil industry 
and motor transportation, would seem to be ill 
advised, and particularly at this time when it is so 
important that there be cooperation in solving the 
many difficulties that confront all. Railroads are as 
much in need of intelligent and sympathetic con­
sideration by shippers and consumers today as ever, 
and such support has been more and more in evi­
dence, but it is much easier to lose than to secure 
and sustain.

It is to be regretted that there is in this country 
no organization or forum through which leaders of 
one major activity, whether industrial, transporta­
tion, banking, educational or other, can convenient­
ly and advisedly consider the effect of their 
endeavors to secure reliefs or benefits when the 
results may be merely shifting of burdens or plac­
ing unnecessary and unwarranted difficulties in the 
way of others.

The Banking Problem

It would be fortunate if, with the recent 
banking moratorium and such other activi­

ties as give some temporary relief and feeling of 
security, a reasonable time could be given for the 
banking interests, and other interests which are so 
dependent upon banking facilities and service, to 
make careful studies and determine what, under all 

conditions, is the wisest course to pursue.
“The hard boiled, cold hearted bankers,” who 

in the latter part of 1929 and in 1930 disregarded 
the conditions that influenced millions of people to 
invest and borrow beyond their means, and sold 
them out when they were under margined, are the 
“good bankers” of today. The bankers who in that 
period, and following, were liberal in their con­
sideration and taking some risk in their efforts to 
protect the unfortunate and attempt to stay the 
liquidation until some general corrective measures 
could be applied, are the “bad, incompetent bank­
ers” of today. Is there not a desirable middle course 
or policy?

There is undoubtedly ample talent in the bank­
ing organizations, if used in making the necessary 
studies, to arrive at some sound recommendation 
which all interests can support. Possibly they should 
not be too much on the defensive. The rapidly 
changing development of industry and transporta­
tion in many respects has created problems entire­
ly out of the control of any bank or group of banks 
themselves. For an instance, automobiles may have 
made the small town bank unnecessary.

In the meantime, let us be temperate in our judg­
ment.

According to National Industrial Conference 
Board figures, securities listed on the New York 
Stock Exchange, exclusive of the Curb Exchange on 
January 1, 1929, had a market value of approxi­
mately §115,000,000,000, and on March 1, 1933, a 
value of about 850,500,000,000—a decline of $64,- 
500,000,000, an amount over 810,000,000,000 in ex­
cess of all bank deposits, including savings banks, 
at this time. Collateral loans on June 30,1932, of all 
banks reporting to the Comptroller of the Currency, 
amounted to about 86,000,000,000, exclusive of 
loans to banks. These same banks have investments 
in bonds and other securities of about $8,385,000,- 
000.

When this is realized, it would seem that definite, 
wholesome and understanding support of legitimate 
industry to raise market values at least to some 
reasonable percentage of intrinsic, or actual, values 
would give relief that no amount of inflation or 
money poured into rat-holes can ever accomplish. 
There has already been an over-extension of credit, 
with values as they are today. Further extension 
would seem warranted only on improvement of 
values.

Stock Exchange Rules

The New York Stock Exchange, in requiring 
quarterly statements, particularly of corpora­

•3-
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tions doing a world wide business, and that accounts 
be audited by independent auditors, naturally 
raises the question as to whether these requirements 
are in themselves adequate protection to stockhold­
ers and investors.

Applying the quarterly statement requirement to 
world-wide activities, in the first place, is difficult, 
and, in the next place, has the effect of bringing out 
sharp variations in conditions, and the necessary 
temporary adjustments that are flattened out to a 
greater extent and on a more conservative and ac­
curate basis in a 12 months report.

It would seem that the Exchange could provide 
much more protection, and more definite protec­
tion, if it were to require that any stock listed, or 
to be listed, on the Exchange, must conform to some 
specific and uniform rules and requirements of ac­
counting practice for each class of business activity. 
This having been done, the requirement of audits 
by independent agencies would be of unquestion­
able value.

An example of audits made under other condi­
tions is disclosed in the text of The Texas Corpora­
tion annual statement, reported in this issue of The 
Star, in which it is stated that on acquiring the 
California Petroleum Corporation, $24,172,728.10 
was charged off, and on acquiring the Indian Re­
fining Company, 86,813,282.81 was charged off, to 
bring the records of those two companies into ac­
cord with what we consider sound accounting policy 
and practice.

Looking Forward

If you are lacking in confidence in our new 
President’s understanding of the many prob­

lems that must be solved in staying this drastic 
liquidation and bringing about definite and whole­
some improvement, read a book just published, 
Looking Forward, by Franklin D. Roosevelt. The 
cover sheet carries the following:

“We are about to enter upon a new period of 
liberalism and of sane reform in the United States, 
and we shall require unity of purpose, if not of 
opinion, if we are to achieve permanent and prac­
tical results. As President of the United States I 
shall do my utmost, in cooperation with the people 
and with their chosen representatives, to restore the 
balance of our economic interests and to simplify 
and vitalize our political institutions, so that as 
changes come they may be effected without injury 
to the proper rights of any individual and without 

conflict with the spirit of American institutions.
—Franklin D. Roosevelt”

Among other vital and timely topics, Mr. Roose­
velt discusses in this volume:

Need for Economic Planning, Reorganization of 
Government, Expenditure and Taxation, Agricul­
ture, The Power Issue, The Railroads, The Tariff, 
Judicial Reform, Crime and Criminals, Banking 
and Speculation, Holding Companies, and National 
and International Unity.

Moonshine

Two billion, nine hundred million bushels of 
corn were produced in the United States in 

1932 at a farm value of approximately 19 cents per 
bushel, or 8551,000,000.

Average production for the five years ending 1931 
was 2,550,000,000 bushels. Average farm value was 
about 67 cents per bushel, or 81,708,000,000.

Why not produce 2,550,000,000 bushels and 
make $1,157,000,000 at no extra cost?

Legislation

Legislators, national and state, are con­
fronted with a great responsibility, possibly 

the most serious in the history of our country.
It can be assumed that they are all conscious of 

the responsibility of acting wisely.
It cannot be conceived that they can all be fully 

informed on conditions and facts bearing on all of 
the legislation necessary or proposed, and it would 
certainly be most helpful if all, in attempting to 
aid, confine themselves to essential facts, as nearl) 
as they can be ascertained.

While there are many sources available, and 
many creditable statistical organizations, there 
probably is no organization better qualified to serve 
generally in this regard than the National Indus­
trial Conference Board, an impartial, unbiased, un­
influenced, fact-finding institution.

Sabotage

If the representatives of the Metropolitan-
Vickers Electrical Company, Ltd., and 

others are found to be guilty of the activities 
charged, as stated recently in the press dispatches 
from Moscow, there can be no proper defense by 
anyone. It is merely a form of indefensible criminal 
racketeering.

★ Shaw the critic-—Pshaw!
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State troops on duty in the East Texas Field

STOLEN OIL—65,000,000 BARRELS

SEVENTY-FIVE million barrels of crude oil 
were produced in excess of Conservation Com­

missions’ allowables for the 15 months ended March 
31, 1933.

Texas produced nearly 32,000,000 barrels of this 
in utter disregard of conservation laws and the Rail­
road Commission’s orders. Injunctions granted by 
courts because conservation authorities issued orders 

ables for the majority of the industry in California, 
in an effort to prorate their production to somewhere 
near the market requirement.

Activities of this kind are without possible de­
fense. They can be prevented. We predict that they 
will be prevented, and that a stabilized and more 
creditable condition will exist.

in illegal form permitted 21,500,000 barrels to come 
out at the expense of the law-abiding.

In Oklahoma 11,230,000 barrels were illegally 
produced.

California produced 10,000,000 barrels which 
however is not classed as illegal oil. Rather, it is 
unfair oil, produced by a few operators in excess 
and out of proper regard for the allowables set by 
the voluntary curtailment committees fixing allow­

(Above and left) How 
the producer “steals” 
his own crude—Secret 
pipe connections which 
investigators have un­

earthed

I
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STOLEN 
REVENUES

Estimated To Exceed S60.000,000 In
Two Years

More Than Total Expenditures For All 
Highways In the United States In the

Year 1903

A FEDERAL
tax on gaso­

line of one cent 
per gallon be­
came effective 
June 21, 1932, 
adding approx­
imately $150,-

000,000 per annum to the motorist’s burden.
The gasoline tax was born in the State of Oregon 

in 1919. In that year, $1,022,514 was collected, and 
the revenue was devoted to the construction and 
maintenance of highways. Other states were quick to 
see in this tax a good source of income, with the re­
sult that in 1932, 48 states collected $540,000,000.

But another group also saw in the gasoline tax 
a good chance to make money—dishonest gasoline 
merchants who, through one method or another, 
succeeded in evading the tax. As early as 1919, gaso­
line tax evasions are estimated to have amounted 
to $22,495, or 2.2 per cent of the total revenue. 
Higher and higher tax rates and the spread of the 
tax to other states made evasion more and more 
profitable. Last year, at a very conservative esti­
mate, gasoline tax evasions exceeded $22,000,000.

Since 1930, although more than $60,000,000 is 
estimated to have been evaded, only a little more 
than $1,300,000 worth of actual cases of evasion 
have been brought to trial in the courts.

A side partner to tax evasion is tax diversion— 
the practice of diverting gasoline tax revenues to 
purposes other than the construction and main­
tenance of highways. As noted in the January-Feb­
ruary issue of The Texaco Star, 10 states in 1931 
diverted more than $17,400,000 of gasoline tax 
receipts to schools, prison construction, oyster pro­
pagation, state general funds, aviation, inland 
waterways, expenses of state revenue departments, 
emergency unemployment relief, and the distribu­
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EWING GALLOWAY

tion of garden seed. Nearly $13,000,000 in gaso­
line tax moneys was directly diverted by various 
states during the first six months of last year, but 
the unofficial or indirect diversion (again a con­
servative estimate) reached nearly $200,000,000— 
almost one-third of the total state and Federal gaso­
line tax revenue. This diversion of course includes 
the total amount of the Federal gasoline tax, none 
of which was used on highways.

In spite of this, representations have repeatedly 
been made that the highway users are not payin" 
their share of the cost of construction and main­
tenance of roads, and that they are not burdened 
with property taxes, etc. This $200,000,000 diver­
sion is about two-thirds as much as all railroad 
taxes.

Former Governor Sterling of Texas, in a message 
to the legislature in January, 1933, stated that gaso­
line tax evasion costs the State of Texas alone an 
estimated $3,000,000 a year.

In an editorial in the Houston (Texas) Chronicle 
dated March 16, 1933, referring to the new Texas 
Gas Tax Law, it was said that the legislators in pass­
ing the act effective immediately as an emergency 
measure did so to halt a loss in state revenue of 
more than $300,000 monthly, or about $4,000,000 
a year through tax evasion.

The National Petroleum News in April, 1932, re­
ported that estimates of tax evasion in the Missis­
sippi Valley ran as high as 10 per cent.

The Montgomery (Alabama) Advertiser in March, 
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1932, staled that gasoline bootlegging had become a 
$50,000,000 racket in the United Stales.

In Georgia, in 1932, one auditor whose services 
had been loaned to the slate, discovered gasoline 
tax evasion of between 875,000 and 8100,000 in 
four months.

Dr. Clyde King, Pennsylvania Revenue Collector, 
in September, 1932, said that the state treasury had 
lost millions of dollars in gasoline tax money before 
the present administration took office in 1931.

In California, in 1931, there was a gasoline tax 
delinquency of over 85,000,000.

In an address delivered by Joseph L. McLaughlin, 
Director of Motor Fuels, New Jersey, on February 
9, 1933, he said that the work of 10 men at a cost 
of about 823,000 during the past 10 months had 
produced convictions in the New Jersey District 
Courts on gasoline tax evasion cases involving more 
than 150 indictments in one section of New Jersey 
and at least 175 signed confessions of minor eva­
sions netting the state $11,859.58 additional taxes. 
Also:

Although we are all aware that gasoline sales are 
not increasing 100 per cent by any dealer in this year,

(Above.) An enterpris­
ing gasoline dealer 
on the Hee Line High­
way, near Decatur, Al­
abama, tells his cus­
tomers the facts about 

the gasoline tax 

the fourth of Depression, yet voluntary increases in tax 
payments by certain parties have resulted in $326,- 
556 being added to our gasoline tax receipts which, 
I am certain, is due to the knowledge that our inves­
tigators were working in their neighborhood. This 
makes a total of 8338,000 actually added to this source 
of revenue.”

The Federal Oil Conservation Board in its Fifth 
Report to the President of the United States, in 
October, 1932, in referring to gasoline tax evasion 
said:

"Evasion of the tax is a serious problem, not only 
to the governments of the states in which the tax is 
evaded, but to honest dealers who pay the tax. Evasion 
is a widespread practice and the losses to the states, 
and consequent damage to honest dealers, have reached 
alarming proportions.”

The Honorable Harold L. Ickes, Secretary of the 
Interior, said, in part, on March 27, 1933, in ad­
dressing the joint meeting of representatives of the 
Governors of the oil producing states and repre­
sentatives of the oil industry:

"Widespread tax evasion, the illegal production and 
irregular distribution of unmarketable production, the 
failure or inability to enforce existing state statutes— 
all have had a tendency to break down the legitimate 
conservation programs of the various states. Evasion 
of both the Federal and state gasoline taxes has in 
itself unsettled the market for gasoline, the chief 
product of petroleum, the country over.”
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In 1931, eight states produced 63 per cent of the corn crop

Alcohol As a Farm Relief Tonic
WHO BENEFITS?

THE bumper corn crop of 2,900,000,000 bushels 
in 1932, some 350,000,000 bushels above the 
previous five-year average, combined with the de­

pression to drop the farm price of corn from 66 
cents a bushel in November, 1930, to 19 cents in 
November, 1932.

This situation gave birth to the idea of diverting 
corn from moonshine whiskey to moonshine motor 
fuel. It may pep up the farmer but how about the 
“Lizzie?” The idea of 10 per cent alcohol in motor 
fuel is more liberal than 3.2 per cent in beer, but it 
will raise the cost of 15,000,000,000 gallons of 
motor fuel at least three cents a gallon to all car 
owners in the country, which is about half what the 
oil industry must do if it is to make a return on 
capital invested.

Is it worth while to attempt to remedy a tempor­
ary overproduction of corn by permanently load­
ing the motorist with an indirect tax of close to 
§500,000,000 a year? The depression has already- 
caused more than two million owners to stop run­

ning their cars. Imagine the further effect of this 
proposed burden!

Some form of direct agricultural production con­
trol would seem more logical than the doubtful 
expedient of a law compelling some 25,000,000 
motorists to use a new and unproved motor fuel. 
The farm value of the 1932 corn crop of 2,900,000,- 
000 bushels was only §551,000,000 at the November 
price of 19 cents a bushel. Why not reduce produc­
tion to the five-year average ending with 1931 and 
get 67 cents per bushel, or a total of §1,708,000,000, 
for the farmer? Of course it is obvious that no 
absolute control of the output of farm crops, which 
varies with weather conditions, is possible, but at 
least a program of a reasonable reduction in acre­
age planted might properly be undertaken.

Corn is taken as the major probable raw material 
for alcohol because of the abundant domestic sup­
ply, widespread distribution, and relative cheapness. 
Wheat, other grains, potatoes, and by-product mo­
lasses are either more expensive, inadequate in 
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quantity, or do not represent a material factor in 
the present farm-aid program.

A bill proposing a 10-per-cent alcohol blend in 
all motor fuels was recently defeated in the Iowa 
House of Representatives. The South Dakota Legis­
lature voted against a similar plan. Now supporters 
of the idea are agitating its adoption by Congress 
and a large number of state legislatures.

At least one bill specifically limits the applica­
tion of the proposed law to continental territory, 
which would exclude alcohol made from by-product 
molasses from Puerto Rico, Cuba, Haiti, and the 
Philippines. 

be satisfactory? In the first place, the resulting 
motor fuel would cost more than gasoline alone. If 
a single farm product, such as corn, were used, the 
corn farmer alone would benefit, while all other 
classes of farmers would be saddled with higher 
motor fuel costs and would not benefit at all.

The farmer would be in the position of having to 
recoup §100,000,000 in increased motor fuel costs 
before he received any net gain from the alcohol 
program.

The benefit to the corn farmer would depend on 
the amount of corn withdrawn from the market. 
On the basis of a production of about two and one-

(Right) Anoth- 
er p r o p o s e <1 
source of alco­
hol- -the sugar 

beet

. .... .

.....

(Left) Domestic 
sugar cane from 
the South might 

also be used

lii 1931, eight stales had a corn production of 
more than 100.000.000 bushels, and together pro­
duced 63 per cent of the total crop. Two of these 
states—Iowa, with 15 per cent of the production, 
and Illinois, with 13 per cent—have led the cam­
paign for legislation to require the blending of 
alcohol with motor fuel.

Effect on the Farmer

From the farmer’s point of view, would this plan 

half gallons of alcohol per bushel of corn, about 
600,000,(MX) bushels would be required in the pri­
mary process under a 10-per-cent blending program, 
requiring 1.500.000.000 gallons. Since about 40 
per cent of the corn remains as a by-product suit­
able for stock food, only 60 per cent of the gross 
corn used, or 360,000,000 bushels, would be actual­
ly withdrawn from the market. This amount repre­
sents but 14 per cent of a normal crop. An imme­
diate one-per-cent blending program is feasible, but 
would lake only the net equivalent of 36.000.000 
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bushels, and would be of little aid to the farmer in 
the present crisis.

Substitution of High-Cost Alcohol 
for Gasoline

A farm price of 60 cents or more per bushel for 
corn seems to be the minimum under any program 
for restoring a normal ratio of farm prices to the 
cost of farm purchases. The average pre-war price 
of corn in a period of farm prosperity was about 
61 cents. In recent years, the price of what the 
farmer buys has been relatively much higher than 
the price received for grain and corn sold. To re­
store the pre-war ratio, the price of corn must rise 
above the pre-war level, or commodity prices must 
be further reduced.

On the basis of a farm price of 60 cents per bushel 
for corn, the estimated total wholesale cost of al­
cohol at the plant would be 37 cents a gallon. This 
compares with a present refinery price for gasoline 
of from three to six cents a gallon. With an output 
of 2.5 gallons of alcohol per bushel, the farm corn 
cost per gallon would be about 24 cents. With a 
credit of 40 per cent for the value of the by-product 
stock food, the net farm corn cost would still be 
more than 14 cents per gallon. To this must be add­
ed the cost of shipping the corn from the farm to the 
plant, the manufacturing costs and an allowance 
for profits, a total amounting to about 23 cents a 
gallon.

The further cost of distributing the alcohol to the 
point of blending and to the motorist will probably 
be about 15 cents, exceeding that of gasoline by at 
least four cents a gal­
lon because of the 
smaller quantities mov­
ed, separate storage 
facilities required, 
longer freight hauls, 
and higher rates. This 
would make the total 
probable cost of alco­
hol about 52 cents per 
gallon to the motor­
ist as compared with 
gasoline at about 15 
cents, excluding the 
gasoline tax.

It has been estimated 
that a national project 
for a 10-per-cent alco­
hol blend would re­
quire a new investment 
of from $300,000,000 

to $500,000,000 in grain alcohol plants, and that 
these must be operated for at least 10 years to amor­
tize the investment. There is no present alcohol pro­
ducing capacity to furnish more than a one-per-cent 
blend over present alcohol uses. The time involved 
in the construction of new plants would minimize 
any immediate benefit to the farmer.

With the maximum 10-per-cent alcohol blend pro­
posed, some 35,000,000 barrels of alcohol would be 
required on the basis of an estimated consumption of 
350,000,000 barrels of motor fuel for 1933. While 
the efficiency of the blended fuel might be lower 
than that of gasoline, the extra amount required 
would probably be balanced by a decrease in con­
sumption, due to the higher price at which the new 
fuel would have to be sold. It seems fair to assume 
that this alcohol would reduce gasoline production 
by 35,000,000 barrels as a result, and this would 
mean a decline of almost 78,000,000 barrels in the 
amount of crude oil produced and refined, based on 
a 45-per-cent average recovery in 1932.

Effect on the Consumer

From the consumer’s standpoint, the new fuel 
would be far from satisfactory. Fuel of this sort has 
been tried out before and has caused repeated com­
plaints of corrosion of important engine parts, 
faulty starting, and stalling. The fact that 10-per- 
cent alcohol mixed with gasoline raises the anti­
knock value of the fuel and causes an apparent 
smoothness in engine operation would be offset by 
the trouble that would occur when the alcohol at­
tacked the shellac used in some cars to cover car­

buretor floats or in 
gasoline gauges, gas­
kets, and at other 
points where a gaso­
line-tight joint is re­
quired. Leaks would in­
evitably result, and car 
operation would be 
seriously impaired b\ 
these troubles as well 
as by corrosion and 
clogging of the small 
passages of carbure­
tors and gasoline sup­
ply systems.

With the blended 
motor fuel, car owners 
would be paying at 
least three cents more 
for every gallon of mo­
tor fuel, and would be 

Wheat farmers also would bene­
fit, say the sponsors of the plan
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buying certain trouble and extremely uncertain ad­
vantages. To the average owner of a passenger auto­
mobile using 500 gallons of motor fuel a year, this 
would mean paying §15.00additional.The 5,000,000 
owners of motor vehicles on farms would also have 
to share in the expense of their own relief.

To the petroleum industry, a motor fuel blended 
with alcohol would be highly unsatisfactory, aside 
from the fact that motor fuel consumers would be 
certain to experience trouble with the new blended 
gasoline.

Ordinary industrial alcohol, which contains five 
per cent of water, will not mix with gasoline. In 
order to blend with gasoline, the alcohol must be 
practically water-free. Blending agents can be used 
to overcome this tendency, but such agents are more 
expensive than alcohol. Their use would not help 
the farmer but would increase further the cost of his 
motor fuel and the entire motor fuel bill of the 
country.

The petroleum industry will be placed under 
heavy expense to comply with alcohol regulations 
and to supply additional storage and blending equip­
ment. The difficulty of enforcing the proposed laws 
requiring a certain blend of alcohol with gasoline is 
obvious. Tax evasion, which is now causing the 
petroleum industry so much trouble, would be 
enormously increased, and bootleggers of both alco­
hol and gasoline would profit. The gasoline boot­
legger would benefit by not adding the required ex­
pensive blend of alcohol, and the alcohol boot­
legger, by adding water to cause the rapid sepa­
ration of the alcohol from the gasoline, would have 
not only a good alcohol supply at little cost, but 
would market the remaining pure gasoline at a high­
er price than the blended motor fuel.

Plan Abroad Has Not Aided Farmers

The idea of a gasoline-alcohol blend is not new, 
nor is it an American idea. It has been tried in 
foreign countries, mainly in Germany, France, 
Austria, and Italy, where the major supply of gaso­
line is imported and where the cost of alcohol is 
relatively low. Farmers in these countries were not 
intended to be the sole beneficiaries of the plan, 
nor does their present condition indicate that they 
have been beneficiaries in any way.

In these countries, the situation has been exactly 
opposite to that in the United States. This country 
produces all the gasoline required by the domestic 
market and has a surplus for export. Any increase 
in alcohol production would be balanced by a de­
cline in gasoline output. There would be no total 
increase in domestic industry to replace imports, 
but merely a shift from one raw material to another.

It is desirable that the farmer have relief from 
his present plight. On the other hand, we cannot 
help but conclude that the movement to develop an 
alcohol-blended motor fuel will not aid him, but 
will build up excess profits for the distiller and 
tax evader and place an unwarranted burden on 
everybody, including the farmer himself.

This Company is willing and anxious to be a part 
of any movement that will aid the agricultural por­
tion of our nation, but no progress can be made by 
promoting plans that even under favorable condi­
tions abroad have failed to achieve the results hoped 
for, nor furthering plans to be carried out at the 
expense of the public, including the very class they 
are expected to aid.

Let’s be careful about hastily promoting the pro­
moters’ promotion.

★



A. P. L Outlines Principles 

to Stabilize Oil Industry

Directors Adopt Program for Sound Administration 
of Market Demand Statute, February 8, 1933

THE conservation laws of the oil-producing 
states are designed both to prevent physical 
waste and to conserve their petroleum resources for 

the benefit of the people as a whole. The latest of 
these laws seeks to accomplish these purposes in 
particular by limiting the production of crude oil 
to the reasonable requirements of the market—that 
is to say, the reasonable requirements of the con­
sumer. One of the purposes for which the American 
Petroleum Institute was organized was and is to 
cooperate with the Government—Federal and state 
—in respect of matters concerning the industry, and 
we therefore believe that it is the duty of the in­
dustry to assist Federal and state authorities in the 
administration of their laws relating to petroleum. 
In doing so the first requisite is sound thinking 
within the industry itself. We, therefore, are of the 
opinion that a sound administration of the market 
demand statutes should include the following gen­
eral principles:

(a) In a broad and general sense the measure of 
market demand is the consumption of refined prod­
ucts.

(b) Current production should not exceed this 
demand and should make some allowance for with­
drawals from storage, which is now excessive.

(c) Producing capacity being already far in ex­
cess of consuming requirements, there is no public 
interest in developing new pools, and, therefore, 
production from new pools should be restricted to 
the utmost limit permitted by the laws of the states.

(d) Both in the interest of conservation and the 
prevention of waste the production of stripper wells 
should be the last restricted.

(e) After allowing for the production of stripper 
wells and the utmost restriction of new pools, the 
intermediate existing flush pools should be so limit­
ed as to bring the total production in line with the 
total market requirements.

(f) The production for each state should be 
prorated as between pools on a fair basis, and the 
production of each pool should be prorated be­
tween the property of producers on a fair and equi­
table basis.

(g) In order for this program to succeed it is 
absolutely necessary that the lawful orders of the 
state commissions be rigidly enforced and every 
person engaged in the industry should assist the 
commissions in enforcing such orders, and should 
avoid any and all acts which would directly or in­
directly circumvent or tend to defeat such orders.

(h) If the states adequately enforce their con­
servation laws, the effect should be the marketing 
of all oil produced at the competitive prices which 
from time to time are publicly posted.

(i) The subject of domestic crude oil production 
is inseparably related to the production of other 
countries, and in order to apply these principles 
and make them effective in the United States it is 
necessary for similar principles to be applied to 
the production of crude oil in other exporting coun­
tries.

(j) In addition to this, the important subject of 
the gasoline tax and gasoline tax evasion cannot be 
omitted from the picture. The gasoline tax has 
reached a point where the motor vehicle because of 
this and other taxes is now paying approximately 
10 per cent of the total tax burden of the United 
States, including Federal, state and local subdivi­
sions, and on an average more than 40 per cent of 
the revenues of the states. This burden has already 
reduced the consumption of gasoline, the purchase 
of new cars, and the number of cars in use is now 
at least 3,000,000 less than three years ago. Gasoline 
which escapes the tax destroys the competitive price 
structure determined by economic conditions and 
this in turn reacts on the conservation program in 
the same manner as the surreptitious production of 
crude oil.



Illegal Domestic Production and Insufficiently Restricted 
Foreign Oil, Causes of Petroleum Chaos

1933 Allowable Would Not Exceed Market Re­
quirements If Proration Were Fully Enforced

By R. C. HOLMES
President, The Texas Company

Statement issued February 13, 1933

IF THERE is any merit and value in the declaration 
of principles adopted by the Board of Directors 

of the American Petroleum Institute on February 8 
that has not applied to previous declarations in one 
form or another, it is in the fact that all of the 
13 members, except one, were present in the Execu­
tive Committee meetings and more thoroughly dis­
cussed and analyzed the domestic as well as the 
world conditions which have resulted in the un­
satisfactory state of the industry; and that they 
and the members of the Board who were present 
at the Board meeting on the eighth were unanimous 
in subscribing to and adopting these principles.

There are, of course, a great many adverse con­
ditions, including unsettled exchange, financial dis­
tress and other factors, but it seems to me we get 
down to a few important conditions strictly within 
the industry itself which, if understood clearly and 
acted upon, would give some hope and promise of 
improvement.

First: In spite of the very large potential produc­
tion which has been developed in the last few years, 
United States production as reported by the Bureau 
of Mines and the American Petroleum Institute for 
the year 1932 is about 12 and one-half per cent 
under the year 1928. The total world production 
as a whole, including the United States, Russia and 
all other producing countries, is about two per cent 
under 1928.

Second: Our trouble today is not that allowable 
production in the United States is in excess of market 
demands, but that in the United States there has 
been, and is, production in excess of the allowables 
and in excess of the amounts reported to the Bureau 
of Mines and to the American Petroleum Institute; 
and that foreign production has not been sufficiently 
restricted.

Third: It is estimated that at least 95 per cent of 
the producers in the United States are doing all in 
the way of restriction that is necessary to bring pro­
duction within consumption requirements, and it re­
mains for the small outstanding minority to be in­
fluenced or required to do its part.

Fourth: It is conservatively estimated that the al­

lowable production in the United States, taking into 
account imports and exports, is sufficiently low to 
avoid any excess over requirements during the year 
1933 if proration were fully enforced.

Fifth: Those familiar with the production situa­
tion the world over know that if the industry fails 
in these cooperative efforts to give the opportunity 
to all existing fields to supply as nearly as possible 
an equitable portion of the market requirements, the 
inevitable result will be that the lowest cost produc­
tion would be produced first. California, East Texas 
and South Texas; northern South America, Persia 
and two or three other sections of the world could 
each alone for a time, by opening up the valves, 
supply nearly all the world, making it utterly impos­
sible for pumping fields or any of the older fields 
to produce at all. The consequences would be the 
dissipation of all of the world’s larger reserves of 
crude oil and the other assets of the industry at a 
tremendous cost to every one concerned. Are we, 
through failure of the authorities to issue legal and 
fair orders and apply same equally to all, going 
to permit of this result?

I am hopeful that the industry and the State Com­
missions will make an earnest effort to hold pro­
duction to approximately the present allowed figure 
which would permit of the withdrawal of a reason­
able amount of oil from storage and should assure 
all producers of a market for their production at 
open posted prices. Experience has taught us that 
it is difficult to vary production by months, and that 
the conditions could be much more stable and satis­
factory if buyers of oil were more willing to store 
the excess in the Winter and take from storage when 
refinery runs are heavier in the Summer.

It is certainly a fact that no buyer of crude, large 
or small, can afford over any extended period of 
time, to pay higher prices than those at which his 
competitors can secure their supplies, or any con­
siderable part of their supplies.

Also, it is just as vital to the interests of the 
oil producer as it is to the marketer to oppose ex­
cessive gasoline taxes and their evasion.

•13-



Vhe TEXACO STAR

Executive Committee’s 
Interpretations

Statement Issued March 12, 1933

BETTER administration of conservation laws by 
more effective cooperation between the petro­

leum industry and the national and state govern­
ments is advocated in a recent statement by the 
Executive Committee of the American Petroleum 
Institute. The statement took the form of an inter­
pretation of the declaration of principles recently 
adopted by the Institute’s Board of Directors.

A few days earlier, the Executive Committee 
authorized the appointment of a committee of 12 
charged with the responsibility of discussing with 
local and regional associations in Kansas, Okla­
homa, and Texas problems incident to the formula­
tion of a definite program of cooperation with the 
enforcement agencies of those states. This com­
mittee, headed by J. Edgar Pew as chairman, in­
cluded R. C. Holmes, Harry F. Sinclair, Walter C. 
Teagle, E. R. Brown, Axtell J. Byles, Edward G. 
Seubert, Dan J. Moran, R. G. A. van der Woude, 
Frank R. Coates, and Frank Phillips. C. B. Ames, 
President of the American Petroleum Institute, is 
an ex-officio member of the committee.

The interpretations suggested by the Executive 
Committee were:

1. In states having statutes providing for limita­
tion of production to reasonable market demand, 
the law cannot be properly administered unless 
there is a market for all the oil produced.

2. No oil produced in violation of the laws and 
regulations made pursuant thereto should be run 
by the pipe lines or received into the pipe lines 
at any point whatever.

3. Such unlawful oil, commonly known as “hot 
oil,” should not be purchased in the field where 
produced or elsewhere from either producers or 
brokers or from any other person.

4. In order to effectually cooperate with the state 
officials, any oil run into pipe lines should be care­
fully checked, whether the same is received directly 
in the field, from other gathering lines, pipe lines, 
from storage, or elsewhere; and definite assurance 
should be required that it has been lawfully pro­
duced.

5. As long-time contracts for the purchase of oil 
tend to frustrate the efforts of the states to adjust 
production to reasonable market demand on a cur­
rent basis, cooperation with the regulatory authori­

ties would be improved if such contracts were 
avoided and oil purchased currently at the publicly 
posted prices of the respective purchasers.

6. The petroleum industry can assist the enforce­
ment agencies of the states by complying with the 
principles announced in these interpretations.

7. Those engaged in the petroleum industry- 
should do nothing directly or indirectly to evade or 
circumvent the enforcement efforts of the several 
states.

Opinion of the Standard Oil 
Company (New Jersey)

THE Standard Oil Company (New Jersey) ex­
presses in the February issue of its official pub­
lication, The Lamp, the willingness of the New 

Jersey companies “to cooperate in a program that 
contemplates no withdrawals from domestic crude 
stocks, even though the Institute directors recom­
mended permitting some reduction in these stocks.” 

The recommendation referred to was included 
in the first main principle of the production pro­
gram outlined recently by the American Petroleum 
Institute, which was: “Current production not to 
exceed market demand, with provision for with­
drawals from storage.” Another feature in the In­
stitute proposals reads: “This program recommends 
that production be held to a level which will per­
mit withdrawals from stocks. It is estimated that 
the industry has, in round figures, 20,000,000 bar­
rels excess gasoline and 220,000,000 barrels excess 
crude in storage.”

Further editorial comment by The Lamp voices 
the hope that “the conservation authorities, in de­
termining market demand and the allocation of 
production to meet this demand, will act in a way 
that will eliminate so far as possible any additions 
to storage.”

The program outlined by the Institute was ex­
pected, if adequately enforced, to eliminate so- 
called bootleg or “hot oil.” With respect to the 
position of the Standard Oil Company (New 
Jersey) in this program, the magazine says:

“Its subsidiaries have never bought ‘hot oil.’ 
Their purchases have all been made at publicly- 
posted prices. Their pipe lines have not accepted for 
transportation oil produced in excess of the allow­
able. They have not financed producers in the drill­
ing of new wells, accepting oil in payment for the 
money so advanced at a discount below the posted 
price.”

•14-
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Mr. Sinclair’s Comments
Statement issued by Harry F. Sinclair, Chairman of the 

Executive Committee, Consolidated Oil Corporation, 
February 10, 1933

RORATION is making its last stand. If the 
law can not be enforced and development of 

new pools and over-drilling limited, we shall be 
compelled to look elsewhere for corrective measures. 
Meanwhile, it is encouraging to find a large part 
of the industry, particularly the major companies, 
united in facing the facts of the situation and in 
advocating corrective and constructive measures.

In effect, the declaration of principles put forth 
by the American Petroleum Institute is a statement 
of things that must be done if proration is to suc­
ceed in stabilizing the oil industry. It is also an 
admission that attempts so far made to bring about 
stabilization by proration have been ineffective. 
Limitation of current production to market demand, 
restriction of new pools, fair allocation of demand 
as between pools and producers in the same pool, 
preservation of stripper well production, restriction 
in countries exporting to the United States, gaso­
line taxation and tax evasion—all these are impor­
tant factors.

It must be understood, however, that the things 
the Institute declares should come to pass are all 
dependent upon enforcement and strict observance 
of the laws by all elements of the industry, large 
and small. Without this nothing can be accom­
plished. It is useless to talk about what should and 
can be done until this is brought about.

I want to lay particular emphasis on that part 
of the Institute program which declares that pro­
duction from new pools should be restricted to the 
utmost limit permitted by the laws of the states. 
Unlimited development of new production and pro- 
ration can not be carried out at the same time. Once 
permit a new pool to be developed and the task 
of controlling its output is hopeless.

Last year under so-called proration, 2,474 more 
wells were drilled than in 1931. The increase in 
actually productive wells in 1932 was almost 60 per 
cent. If the attempt to control oil production is to 
continue and succeed in its objectives there must 
be some very definite restrictions put upon drilling 
new fields and over-drilling those we already have.

It is worth pointing out that this declaration of 
principles is not an agreement in any sense; it is a 
conditional statement to which the leaders in the 
industry have subscribed. To make it effective re­
quires not only more thorough enforcement but 
absolute good faith in performance by the oil com­
panies themselves. The stand taken by the Institute 
should have an important effect in securing the 
cooperation of the oil companies in enforcing the 
orders of conservation commissions, and, as the 
statement says, in avoiding “any and all acts which 
would directly or indirectly circumvent or tend to 
defeat such orders.” There is also more than a mere 
suggestion that if proration orders are enforced, 
all legally produced oil should find a market at the 
publicly-posted prices. With bootleg oil out of the 
picture, we shall be on the road to much sounder 
conditions.

A good example of over-drilling: Oil field at Signal Hill, California

at

-r■ $

. W -

-- •-

&

,r

5 - 3 ? -i p
far •

T’afe Is ’ ?

■15-



Our Policy Regarding Crude Oil Prices
Statement by The Texas Company’s President 

on Adherence to Posted Schedules

The following resolution, by Representatives Walker 
and Hurns, was adopted by the House of Representatives 
of the Texas Legislature, Thursday, March 2, 1933, with­
out opposition.

“WHEREAS the independent oil producers through­
out the state and nation are facing ruin and bankruptcy 
due to the present ruinous low prices for crude oil 
which threatens the life of the industry, and

“WHEREAS our state is largely dependent for its 
needed revenue to balance its budget from said in­
dustry, and

“WHEREAS the present price of crude oil through­
out the Mid-Continent field is far below the actual 
cost of production;

“THEREFORE be it resolved by the House of Rep­
resentatives of the Texas Legislature that we respect­
fully urge all purchasers of crude oil throughout the 
United States to come to the relief of the state and 
raise the price of crude oil to such price that the in­
dustry may survive.”

(Statement issued by R. C. Holmes, President of the 
Texas Company, March 4, 1933)

SINCE January 20, 1933, The Texas Company 
has been paying from 8$ to 12^ per barrel 

higher for crude oil in South Texas than the prices 
posted by other large buyers, and in the Pan­
handle section substantially the same condition 
exists.

Effective March 6 we will reduce our postings to 
meet this competition.

If on April 1, 1933, or any date prior to April 1, 
the authorities of the States of Texas and Oklahoma 
shall have fixed the allowable of crude production 
in line with reasonable market requirements, and 
shall have prevented entirely the production of oil 
in excess of such allowable, The Texas Company 
will post a price of 75^ per barrel for 35.0 to 35.9 
gravity Mid-Continent, North Texas and East Texas 
crude oils, with proper differentials for gravities 
above and below and such prices in other fields in 
relation to the above as it is willing to pay.

The Texas Company’s policy as to prices there­
after will depend upon conditions existing at the 
time. If oil is being offered on or after April 10, 
1933, at less than our postings, we may consider it 
necessary in our interest thereafter to buy at the 
lowest prevailing prices at which crude is offered.

After making due allowance for estimates of prob­
able imports and exports and a possible 10 per cent 
decrease in domestic gasoline consumption, and 

allowing for a desirable and probably inevitable 
withdrawal from storage by the industry through­
out 1933, because of financial stress if for no other 
reason, it is our opinion that the average daily re­
quirement of crude production in the United States 
will be 1,985,348 barrels and recommend this until 
some better or possibly more accurate estimate is 
determined.

This could be accepted as a fair and desirable 
estimate of market requirements and it is desirable 
that the states, in whatever way they properly can, 
should determine among themselves the allowable 
for the various states; and that each state should 
determine the proper allocation of the different 
pools within such state.

In the meantime, if the conservation authorities 
in Texas and Oklahoma, or elsewhere, will accept 
the cooperation of competent committees repre­
senting the oil industry in endeavoring to arrive at 
the most equitable basis for allowables; and of a 
committee of counsel from the industry to assist 
in drafting the necessary conservation laws and 
Commission orders that may better stand the courts’ 
tests as to validity, I will immediately endeavor to 
get the industry to form such committees, with the 
hope that we may have fuller and more effective 
cooperation between the industry and the states’ 
authorities in acting in the joint interests of both.

The Texas Company has no desire, nor do I be­
lieve the buyers generally of crude have any desire, 
to buy crude oil at prices that are ruinous to the 
producers of crude. If, under existing conditions, it 
is not possible for all industries to get on a better 
and more sound basis, certainly it is desirable that 
any one industry should do whatever it possibly can 
in a lawful way to contribute to an improved con­
dition.

R. C. HOLMES, President

Burden Is On State
Editorial in the Dallas News, March 10, 1933

THE offer of R. C. Holmes, President of The 
Texas Company, to take the lead in raising the 
price of crude oil, places the burden of stabilization 

in the industry on the two States of Texas and Okla­
homa. The inference to be drawn from the official 
statement is that neither State has been efficient in 
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making its proration laws effective. The allowable 
prescribed by both is in line with the market de­
mand, as outlined by American Petroleum Institute 
figures. The actual production is regarded by ob­
servers as far in excess of it. The situation merely 
demonstrates that neither a law nor an order made 
in accordance with it covers the case until the law is 
followed and the order enforced.

When the order was issued in Texas, The News 
urged producers to accept and try it. That was not 
done, some thirty companies attacking its validity 
in the cases recently joined and tried in Federal 
Court. Ability of the order to withstand court scru­
tiny is open to question, yet it is certainly possible 
to draw an order in conformity with the law, or to 
pass a law in accordance with principles already 
sustained by the United States Supreme Court. 
Available to the State and the Railroad Commission 
is the advice and help of the ablest legal talent in 
the oil industry.

The point is that petroleum is the one basic in­
dustry in which limit of production to market de­
mand is permitted by law and possible because of its 
nature. It is in all probability the key to Texas 
economic recovery. It can certainly restore buying 
power to thousands of Texas families dependent on 
royalties, wages, and profits, if the course plainly 
charted for it is followed. It is folly to suppose that 
any part of the industry will produce under restric­
tion indefinitely while another part profits by run­
ning illegal oil or under the protection of injunction.

The Texas Company has lowered the price on 
crude, while promising an advance if Texas and 
Oklahoma can make good their proration orders. 
The act is an indication of what will happen if pro- 
ration is not made actual instead of conversational.

Thompson Scores Company’s
Offer

Statement by Ernest O. Thompson, Railroad Commis­
sioner of Texas, which appeared in the Dallas News, 

March 12, 1933

T HAVE read and carefully considered your edi- 
JL torial in your paper of Friday, March 10, under 
the heading “Burden Is on State.” The editorial has 
to do with the offer of R. C. Holmes, President of 
The Texas Company, to raise the price of crude oil 
provided the States of Texas and Oklahoma will do 
certain things, and I trust you will permit me to give 
you my views on this matter.

In the first place, price fixing is against the genius 
of our Government. The Railroad Commission of 

Texas is not a price-fixing body. The laws of Texas 
do not contemplate that the American Petroleum 
Institute or the president of any great oil company 
shall tell the State of Texas how much oil it will be 
permitted to produce. That is the duty of the Rail­
road Commission of Texas.

You state that the inference to be drawn from 
Mr. Holmes’ statement is that neither Texas nor 
Oklahoma has been efficient in making proration 
laws effective. I invite your attention most respect­
fully to the fact that when you try by statute to 
regulate the almost immutable law of supply and 
demand you are undertaking a rather large order.

The present proration law in Texas does not 
permit the use of any force whatever by Railroad 
Commission employes in compelling obedience to 
the commission orders. We can not legally do as 
much as turn a valve without being in the position 
of having taken charge of private property. All 
that we can do is to gauge tanks and read meters, 
and if we find that the allowable production has 
been exceeded we report same to the Attorney Gen­
eral, who goes to the District Court of Travis 
County and applies for an injunction against that 
producer from further violating the proration laws.

If the injunction is granted which tells the pro­
ducer that he must desist from producing more than 
the allowable per day, and we find by gauging 
that the producer has, in fact, again violated the 
proration laws by over-producing above the allow­
able, we then report the same with the exact sworn 
data to the Attorney General, who, in turn, goes to 
the court which issued the injunction and files upon 
the violator for contempt of court. The extreme 
penalty for contempt of court, I believe, is three 
days in jail. The offenders generally have trans­
ferred the property from themselves to others dur­
ing the interim and thus avoid prompt punishment. 
In the meantime the violation goes merrily on, with 
the hands of the commission tied down by the above 
mentioned restrictions.

The facts which I have just related about the 
cumbersome method which we are compelled by law 
to follow in enforcement are the reason for the 
violations not having been more effectively checked 
before this. What is needed is some penal statutes, 
which will make the act of overproducing in viola­
tion of the laws of the State and the orders of the 
commission offenses for which arrests may be made 
on the spot by local officers and for which convic­
tion can be had in local courts. This will bring the 
force of local public opinion behind proration.

State Can Not Bargain
The suggested bills outlining the offenses which 



97/e TEXACO STAR
should be made crimes have been prepared and are 
in the hands of the Legislature. If they are passed, 
proration can be enforced almost absolutely.

Getting back to Mr. Holmes’ letter, I invite your 
attention to the fact that the State of Texas can not 
bargain with anybody regarding a price-fixing 
policy. Mr. Holmes says that he will raise the price 
of oil to 75c a barrel when we shall have prevented 
entirely the production in excess of the allowable, 
which he suggests that the States of Texas and Okla­
homa shall get in line.

Texas can not enter into agreements with other 
States. This was attempted in the past by the Oil 
States Advisory Committee. It was properly and 
soundly scored by the three-judge Federal Court in 
a case heard at Houston. The Railroad Commission 
of Texas has had nothing to do with any such agree­
ment since I have been a member of the commission.

Mr. Holmes gives his opinion that the average 
daily requirement of crude production in the United 
States is 1,985,348 barrels. He states that if all of 
the oil states will see that exactly this much oil is 
produced he will raise the price 25 cents providing 
oil producing States will accept cooperation of 
competent committees from the oil industry to 
arrive at a method of dividing the allowable pro­
duction of oil, and further that we shall accept the 
advice and cooperation of a committee of counsel 
from the oil industry to draft the necessary con­
servation laws and commission orders.

Too Much Domination

In other words, if Texas will let Mr. Holmes first 
tell the producing States how much oil they shall 
each be permitted to produce, and then if Texans 
will let Mr. Holmes and his associates tell us how 
much of that total Texas can have, and then if Texas 
will let Mr. Holmes’ lawyers draft our laws and 
write our orders, then they will raise oil a quarter.

I can not let this most flagrant attempt at monopo­
listic domination and dictation go by without raising 
my voice as a public official of the State of Texas 
against such effrontery. It is an example of the kind 
of control that big business is trying to exert over 
the people of this land. I refer most particularly to 
some large oil companies’ activities in their efforts 
to dominate the conservation policies of Texas.

Today, oil and gas are our greatest natural re­
sources and we should guard carefully to see that 
this great birthright of Texas be not delivered over 
to these greedy monopolistic corporations.
Note: On the day of this statement, March 12, 1933, excess 
production over allowable in the East Texas field alone, 
either permitted by Mr. Thompson or out of his control, 
or both, amounted to 202,730 barrels.

Not a Law for the Few
Editorial in the Dallas News, March 13, 1933

The News can not wholly agree with Railroad 
Commissioner E. 0. Thompson’s views on proration 
enforcement in Texas and its relation to economic 
stabilization in the industry.

The News recognizes the difficulties confronting 
the Railroad Commission in enforcing proration 
law under the present cumbersome procedure and 
lack of disciplinary power and it indorses the effort 
to correct the condition by statute.

But The News believes, with most of the oil oper­
ators of Texas, that production in excess of the 
allowable is a negligible amount from the wells of 
operators who will take the chance of defying any 
legal order; it believes that real surplus is produced 
by a very small group who will continue, until an 
order is written that the courts will sustain.

The News can not find the President of The Texas 
Company out of order in urging on the Commission 
the use of the oil industry’s ablest lawyers for vol­
untary advice on a rule that the Federal Courts 
will sanction. The News has suggested the same 
course and reaffirms that there is no value in any 
order that is ineffective. Surely withdrawal, before 
an adverse court decision has been rendered, evi­
dences the Commission’s lack of faith in its own 
test order for the East Texas field.

The News agrees that technically the Railroad 
Commission of Texas is not a price-fixing body. But 
it is submitted that, when consideration of market 
demand was made a part of the proration law, the 
latter became price-fixing in nature. Thus regula­
tion in accord with it can not avoid market effect. 
This consideration was urged by the industry and 
enacted by the Legislature with no other end in view. 
The News commends the frank recognition of that 
in Commissioner Thompson’s banquet address in 
Tyler on September 27, 1932.

The demand voiced by R. C. Holmes of produc­
tion so limited as to force a rise in crude price is not 
that of the major companies. It is the cry of 95 per 
cent of the oil operators of Texas. It is becoming 
the demand of most of these five thousand men who 
have loyally obeyed the orders of the Commission 
and suffered, while the less than 50 who benefit by 
ineffective orders or lax enforcement drain their oil 
and lower the price of their allowable.

The News begs leave to paraphrase Commissioner 
Thompson’s well-chosen words: Today oil and gas 
are our greatest natural resources and we should 
guard carefully to see that this great birthright of 
Texas is not delivered over to the greedy who oppose 
and defy the law.
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Mr. Holmes States Petroleum’s Case
Summarizes the Industry’s Condition 

Before Texas Lawmakers

WHEREAS, the House of Representatives has re­
cently passed a resolution asking the purchasers of 
crude oil to grant a raise in prices; and

WHEREAS, in answer to the said resolution the 14 
largest buyers of crude oil in the Nation have come to 
Texas and will be in Austin on Thursday, March 16;

WHEREAS, these said purchasers who have already 
appeared before the joint meeting of these six State 
organizations, are of the unanimous opinion that it is 
imperative that the Legislature of Texas have the 
benefits of facts which have been presented to them 
in order to avoid a certain crisis in the oil industry,

THEREFORE, be it resolved by the House of Rep­
resentatives that the said purchasers of crude oil be 
invited to appear before the House of Representatives 
on Thursday, March 16, at 7:30 p. m., at which time 
the House will stand at ease. 

Address by R. C. Holmes, President of The Texas Com­
pany, before the House of Representatives,

Austin, Texas, March 16, 1933*

Mr. Speaker, Members of the House, Ladies and 
Gentlemen:

About a year and a half ago I enjoyed the 
courteous consideration of this body for two days.

I want to appeal to you on two or three principles 
in connection with this conservation effort; then to 
whatever extent I can, briefly support it with a few 
statistics and arguments.

Some years ago it became very apparent to most 
of us in the oil industry and those responsible for 
the welfare of the country that some way should be 
found to avoid the waste of great quantities of oil 
and gas we were experiencing, as well as the waste 
of values. The shortage of oil during the war period 
and the need for conservation for the future was 
recognized and later followed up in 1921 by a 
definite recommendation by President Coolidge 
and the principle, or policy, of conservation was set 
up. Considerable work was done, but it was not 
until the end of 1928 that the demoralized condition 
of the oil industry roused a majority of the oil 
people, large and small, to the conviction that it 
was necessary to attempt some constructive action.

Recognizing that it was a world problem, at a 
meeting of the American Petroleum Institute in 
Chicago in November, 1928, at which possibly 80

'Delivered extemporaneously, and by request dictated 
next morning.
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per cent of the production of the world was repre­
sented, regional committees were set up by the 
Institute to attempt to formulate a plan whereby 
we might in an orderly way accomplish what was 
desirable.

The study covered the production sections of the 
United States and Mexico and Northern South 
America, the chairmen of the regional committees 
finally forming a general committee which had its 
meeting in Houston, Texas, early in March, 1929, 
at which time, as Chairman of this general com­
mittee I took it upon myself to invite the Secretary 
of the Interior (who was chairman of the Federal 
Oil Conservation Board); the Railroad Commission 
of Texas; the Corporation Commission of Okla­
homa; and the Conservation Commission of Cali­
fornia, to sit with us in our deliberations and 
formulation of plans.

All of these bodies accepted and attended, ex­
cept that Secretary Wilbur, being unable to come, 
sent George Otis Smith, head of the United States 
Geological Survey and head of the Board’s Techni­
cal Advisory Committee.

This meeting resulted in an understanding of the 
effort, not only by the industry but by these authori­
ties in the different states who have such direction 
and supervision of the industry’s producing activi­
ties as is had by government. And it can be said to 
the credit of all of these organizations that their un­
derstanding was a sympathetic and constructive one, 
and that they all carried on apparently to the best 
of their ability, sometimes even possibly exceeding 
their vested authority in doing all they could to 
uphold such conservation laws as were in effect at 
that time. It has only been within the last two years 
that the disregard for the authorities and violations 
of Commissions’ orders has resulted in a general 
demoralization and unbearable inequities and in­
justice to the producer who observes the law, caus­
ing these law-abiding and constructive producing 
elements to become thoroughly discouraged and 
disheartened because of the injustices of the situa­
tion. A few racketeers and oil thieves are able with 
their organized efforts to bankrupt a greater num­
ber of small and large producers than any monopoly 
could ever accomplish even if free from all re­
strictions.

It is recognized that market requirements are 
world consumption of petroleum products. At this
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Houston meeting in 1929 we estimated, taking into 
consideration the gradual improvements in refining 
processes, that the amount of the 1928 production 
of the United States and of Mexico and Northern 
South America would be a sufficient quantity for 
the year 1929 and probably for the years 1930 and 
1931, and that efforts should be made to avoid all 
possible waste and restrict production as nearly as 
possible to the 1928 production, gradually working 
out such inequities as existed in the distribution of 
production as new' information from time to time 
was developed bearing on the problem; new pools 
and declining pools naturally having a material 
bearing on the amount that actually should be 
produced in the different areas.

Practically all states and producing areas of the 
world, except Texas, Russia and Roumania, have re­
duced their production under 1928, Texas having 
increased it by 22 per cent. In the meantime, Okla­
homa, California, Persia and some other sections 
have developed potential production, or ability to 
produce very large quantities of flush production.

1 he figures I have given are for the recorded pro­
duction, in addition to which is the illegal oil pro­
duced in excess of Commissions’ orders, which 
according to the best information we can get today 
exceeds the daily production of all of the eight 
producing states East of the Mississippi River. It 
exceeds the production of Kansas.

The second principle, or policy, or virtue I urge 
you to consider is neighborliness, and to practice it 
as you would practice it in every-day local affairs.

In a state you have neighboring pools. You have 
neighboring oil producing states, and we have neigh­
boring oil producing nations. It is a world prob­
lem and it is impossible to solve it if any one nation, 
or any one state, or any one pool has lack of con­
sideration of the other’s necessities regardless of the 
effect of producing more than the others can accept 
as an amount in accord with reasonable considera­
tion of other producing areas or producing states 
or countries.

In my judgment the State of Texas has failed 
to comprehend that it cannot exclude itself from 
consideration by other states and other countries 
because of the fact that it is one of the very large 
producing states. It produces cattle, wheat, rice, 
lumber and petroleum and many other products far 
in excess of its own consumption and must meet in 
competition the products of other states and nations 
in the markets of the world. It can only do so on 
a profitable and satisfactory basis through recogni­
tion of the consideration due its neighbors.

In 1928 the State of Texas produced 29 per cent 
of all of the oil produced in the United States and 

19 per cent of the world’s production, and in spite 
of declining market requirements, gradually in­
creased its production until in 1932 it was produc­
ing 40 per cent of the crude produced in the United 
States and 24 per cent of the production of the 
world. During the last few weeks, counting the pro­
duction in excess of allowables, it has reached 
nearly 30 per cent of the world’s volume, notwith­
standing something over 80 per cent of the crude 
oil production of Texas and about 90 per cent of 
the gasoline production is sold outside of the State.

The economic waste is tremendous. The value at 
the well of the United States crude oil production 
of 443,000,000 in 1921 was approximately the same 
as received for double that quantity in 1932. Crude 
prices have dropped from an average of 81.63 in 
1921 to 87 cents in 1932 and to 57 cents at this time.

Certainly the authorities, both Federal and state, 
have a responsibility for the present as well as 
future welfare of the country, and an obligation to 
protect, so far as it is possible, this country in its 
future supply of petroleum products. It is quite as 
essential that the authorities protect our needs 25 or 
50 years hence, and even beyond, as it is to provide 
for our present requirements.

It is roughly estimated that the known reserves 
of the world do not exceed 20 billion barrels, with 
a production in 1929, of 1,484,000,000 barrels and 
in 1932 of 1,306,000,000. It is possible that without 
additional discoveries these reserves might supply 
the requirements from year to year for a period of 
eight to 10 years, but it is more likely that because 
of the fact that it takes a long period to extract all 
of the oil from the producing sands that without 
additional discoveries we will be short of full re­
quirements in much less than 10 years.

The original fields of Baku, Russia, have been 
producing over 75 years, and some of the fields in 
Pennsylvania over 50 years, the oil coming out in 
small quantities. The point is that the estimated 
potentials are not available just as they are re­
quired unless supplemented by new discoveries; 
and we will within a short period of years very 
likely experience an actual shortage of the oil avail­
able for our requirements because of the inability to 
extract the older fields at a rapid rate.

I have often wondered how those responsible 
for the protection of these reserves and future needs, 
and the avoidance of waste, would feel if in a few 
years this country were obliged to seek a part of its 
consumption requirements from other countries. In 
the event of a shortage we would pay heavily for 
our waste and our negligence.

Again I say it is not a matter that can be con­
sidered as a subject for each state or each country
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to act upon independently of others. It is a world 
problem.

On the economic side the question of price has 
been raised by this House.

When the producers of this state and some of 
the other states a few years ago called upon the 
Federal Congress for an import duty, they gave 
recognition to the fact that it was a national affair 
and an international one. The Congress caused a 
study to be made of producing costs in the United 
States and in Venezuela, that report being published 
under date of February 1931. If any of you are 
interested in producing costs you will find that 
publication an interesting and enlightening one. It 
shows that the average cost of producing oil in the 
United States in the years 1927, 1928 and 1929 was 
SI.27 a barrel, and with interest on the investment 
added, SI.39 a barrel. Thirty-two per cent of this 
cost under 80 cents; 27.62 per cent between 80 cents 
and SI.60; 38 per cent between $1.60 and S3.20, 
and 2.38 per cent over $3.20. This 2.38 per cent 
is approximately 50,000 barrels a day. The average 
cost east of the Mississippi River, including the 
slates of Indiana, Illinois, Michigan, Ohio, Ken­
tucky, West \ irginia, Pennsylvania and New York 
was $2.65.

Established values or prices by agreement are 
impossible. They can only come in this situation by 
such regulatory activities and orderly procedure as 
will keep production on the whole within market 
requirements, avoiding excess oil, whether legal or 
illegal, in order that all production may be in de­
mand and have a market such as results from com­
petitive bidding.

All of us here on this committee are buyers of 
oil. The Texas Company during 1932 bought ap­
proximately 100,000 barrels per day, producing 
approximately the same amount. There is no differ­
ence in the real interest of the producer and the 
producer-buyer when they carry on in an orderly 
and reasonably profitable way in the interest of all.

There is invested in the oil industry in the United 
States approximately $11,000,000,000, which is in 
excess of all the monetary gold of the world. I 
have stated that in 1929 the world production was 
1,184,000,000 barrels. At $1.00 a barrel that is 
about 12 per cent of the world’s gold.

The large units are not owned by a few wealthy 
people. They are owned by millions of stockholders. 
There is something like $7,000,000,000 of oil com­
pany stocks outstanding, and a little under $2,000,- 
000,000 in bonds. No one knows how much of this 
may be up as collateral in banks for bank loans, 
nor does any one know the amount of bank loans 
to oil companies, individual oil producers, etc., but 

certainly we must know that it is scattered among 
millions of people, and anything that would bring 
some stability and value to the industry would be a 
tremendous relief to the banking situation, particu­
larly in this state. We have very definite evidence 
of what some promise of stability in industry and 
banking may mean from the very favorable re­
action in the markets in the last two days because 
of the courageous and constructive steps being taken 
in Washington by our new President.

I am not willing to plead guilty to the humorous 
charge of Judge Ames that we are octopi because of 
how one might interpret the implication.

At the present time The Texas Company, which 
was organized by citizens of this state, has about 
90,000 stockholders of which at the end of this last 
year over 9,000 are residents of Texas, holding over 
one-twelfth of the entire stock of the Corporation. 
No stockholder has as much as 2 per cent. More 
than one-third of our entire investment is in Texas.

A good deal has been said about “these great 
monopolies. There was a Standard Oil monopoly, 
but as you know there are now several different 
Standard Oil companies. In order to compete it is 
only natural, proper and desirable, that other units 
should have grown up to man-size. We have a few 
Texans who, if they could have their own way about 
everything, would breed all small cattle, small 
people and small businesses.

I would like to say this for the Standard Oil com­
panies—that where we have met in competition in 
practically all of the markets of the world they 
have, as a rule, been the fairest competition, and 
while sometimes they have been as mean as Satan, 
they usually play the game fairly, and are much 
more to be desired than some of the so-called in­
dependents and bootleg outfits whose destructive 
activities constantly receive unwarranted support 
and encouragement even to the point of supporting 
organized rackets.

I again appeal to the State of Texas to take a 
neighborly view of the situation and study carefully 
the present condition as a neighbor among states 
and among nations. Any one of you who produces 
any of these products that go beyond your state 
lines, or who own stocks or bonds in any company 
doing business in and out of this state, has a direct 
interest in world affairs and world conditions. I 
believe the solution of this petroleum problem lies 
very largely with you. My Company, as I have 
stated, has its largest interests here. We are market­
ing in practically all of the markets of the world 
and we have no production outside of the United 
States. Most of our production is in this state, but 
our interests would be much better served if we 
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could all restrict and conserve our production in 
this state to whatever extent would seem to be fair 
and reasonable by other states and nations; and I 
am confident that any reasonable sacrifice or re­
striction by this state would meet with a most grati­
fying response from producing interests outside of 
the state and producing countries.

NOTE: The following added after address was 
made:

Very few activities or interests involving more 
than a very few people can be in all respects a local 
or state affair alone. When farm relief, unemploy­
ment relief, bank relief, become an issue, we in­
evitably make it a national one and a world one. 
The disposition in many quarters to frown upon 
cooperation and condemn all kinds of organized 
business, particularly that which is in corporate 
form in order to operate with system and efficiency, 
is one of the primary causes of the depression. 
Values have been driven down to points of destruc­

tion and what a contribution this has made to our 
disastrous banking situation.

According to the National Industrial Conference 
Board’s latest study, banks outside of the Federal 
Reserve cities and branch cities, known as the coun­
try banks, comprise about 95 per cent of the 18,000 
banks still open at the beginning of the year, and 
hold about 814,000,000,000 of the commercial bank 
deposits. Market values of bonds, stocks, commodi­
ties, real estate, etc., together with other factors, 
have put this group of so-called country banks on 
the whole, or on the average, in a condition where 
they have, on the basis of February market values, 
lost all of their reserves, all of their surplus and 
undivided profits, and a very large part of their 
capital. You can do something about these values, 
either helpful or harmful, and as a representative 
of American interests, knowing that insurance poli­
cies, homes and prospective earnings have been put 
up in innumerable instances, as well as future wages 
pledged in an attempt to hold out until something 
can be done, you have no choice.

Texas Legislative Committee Blames Railroad 

Commission for Proration Failure

From the New York Sun. March 22, 1933

AUSTIN, Tex., March 22.—Severe criticism of 
the State Railroad Commission for failure to en­
force proration of production of crude oil in the 
east Texas field is uttered in the majority report of 
the legislative committee which has been conducting 
an investigation into the oil industry of the State.

The committee discloses that 19 pipe lines, 
eight loading racks and four refineries have not 
been making reports to the commission as the law 
requires and have not been reported to the Attorney- 
General’s department for legal action. Similar lack 
of action on the part of the commission was found 
as to 16 refineries and 18 loading racks operating 
without meters, and 10 pipe lines operating without 
permits.

The committee says that it found no effort of 
consequence had been made by the commission to 
find out where oil shipped out by loading racks 
was originating. Lack of cooperation with other 
State departments in enforcing the law was reported. 
The commission is expressly blamed for the failure 
of proration enforcement and for allowing 5 per 
cent of the east Texas operators to demoralize the 

others. The committee’s report estimated that the 
State has lost penalties aggregating 811,600.000 
through failure of the commission to enforce orders 
on the one hand and issuance of invalid orders on 
the other.

Conditions in the Panhandle field are described 
as being absurd. The report finds that the field is 
wide open so far as waste of gas is concerned. It 
estimates that 800,000,000 cubic feet of gas are 
being wasted daily with many wells wasting 10,000,- 
000 cubic feet for every barrel of oil produced.

As the legislative report criticizing the State Rail­
road Commission was being issued a three-judge 
Federal court made public a decree enjoining the 
commission from enforcing its January 1 proration 
order. The commission also was enjoined from re­
sorting to subterfuge for the purpose of circum­
venting the court’s decree by making or promulgat­
ing similar orders. The decree was issued in the case 
of 64 plaintiffs in a suit brought in the name of 
Peoples Petroleum Producers, Inc.

It is reported that the commission may issue an 
order within a few days meeting requirements of the 
Federal court restricting the East Texas field allow­
able to 325,000 barrels.
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Immediate Aetion Needed
Editorial from the Fort Worth Star Telegram, 

March 30, 1933
HE Legislature of Texas should become 
aroused to the emergency existing in the oil 

situation and the crisis that is rapidly approaching. 
In the huge East Texas field, where the posted price 
is 50 cents per barrel, it is reported oil can be 
bought in any quantity desired at 30 cents or less. 
Such a condition is due entirely to violation of 
the State’s regulations governing production and to 
oil produced in excess of allowable. From three to 
five per cent of the operators in that field, in­
terested not in the welfare of the industry nor of 
the State, but in quick profits for themselves, are 
wrecking not only the industry of Texas but that 
of the Nation. And in so doing the land and royalty 
owners in East Texas are being robbed of thousands 
of dollars daily, and the State is losing millions 
annually in tax revenues it would obtain under a 
fair price for oil.

The blame for the situation rests entirely upon 
the Texas Railroad Commission. In the first place, 
it allowed the East Texas field to go too long with­
out effective control. Then, when it did act, it issued 
a per well basis order that the majority of oil men 
warned it, at the time, would cause unnecessary 
drilling, require constant readjustment and provide 
inequitable distribution as between producers. Its 
orders have met with a succession of injunctions 
and counter injunctions, ending in defeat in every 
instance where the courts have been called upon 
to pass on them. The result has been that operators 
disposed to do so have violated the orders at will, 
knowing that they were invalid and the penalties 
involved would be wiped out by court decision. 
The vast majority of operators who have obeyed 
the orders have been forced to see production taken 
from them, in many cases, by a violating offset well, 
or the price for their product lowered by the pro­
gram of the violators.

The situation has gone from bad to worse for 
more than two years. It is time to call a halt.

The Legislature can correct the difficulty in short 
order by taking from the present Railroad Com­
mission the authority to regulate oil and gas pro­
duction and creating an appointive board for that 
purpose. It is plain that no other move by the State 
will suffice. The Railroad Commission has proven 
a total failure. It has forfeited the confidence of the 
oil fraternity and of the public. Judging the future 
by the past, there is no reason to hope for any 
improvement from it.

It likewise should be evident to the Legislature 

that unless the oil producing states do control the 
situation the Federal Government will. No state 
wishes to admit either openly or tacitly that it is 
unable to handle its own affairs. Federal control 
naturally brings resentment. But where the states 
refuse or fail to act, there is no other alternative. 
The present national Administration, that already 
has done so much toward straightening out some 
of the nation’s most acute problems, can not be 
expected to sit idly by and see the third greatest 
industry in the nation wrecked by the actions of 
less than five per cent of its members, or to 
countenance the waste of so valuable and irreplace­
able a natural resource. There are many ways the 
Federal Government could assume control. It could 
give to the Oil Conservation Board the powers of 
the old war-time Industries Board to fix the total 
allowable for the Nation and apportion it among 
the oil producing states. It could put an end to 
illegal production by requiring that all interstate 
shipments be legally produced. It might declare 
an emergency with respect to oil as it did with 
banking, and take whatever action such emergency 
required.

Texas should realize that it is the sore spot of 
the oil industry. Other oil producing states have 
been more successful in their control than Texas. 
It is for the Legislature to decide, and the issue 
before it is whether the crisis shall be averted by 
prompt and decisive action, by the creation of a 
new commission, or whether Texas shall admit its 
failure and let the Federal Government do a job 
that should be that of the state. But whatever the 
course, the situation demands immediate action.

Ourselves Alone
Editorial from the Dallas News, March 30, 1933
HE current developments in East Texas oil 
lend emphasis to the remarks made by R. C.

Holmes of The Texas Company to the Texas House 
of Representatives earlier this month.

Limitation on oil production, Mr. Holmes said 
then, must be considered in the light of world 
figures. The market demand estimate made by the 
American Petroleum Institute coincides with the 
world production of 1928. To restrict output to 
market needs calls for forbearance by all of the 
oil areas.

In other words, and Mr. Holmes is unquestion­
ably right about it, Texas can not adopt the Sinn 
Fein motto. If it continues to pour its oil into other 
world markets the restriction of other states and 
other countries is of no avail.
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Secretary Ickes Calls Oil Industry 
Conference

Asks for “Unselfish, Patriotic Approach” to Problems

ON MARCH 16. 1933, at the request of President 
Roosevelt, the Secretary of the Interior called a 

meeting in Washington of the representatives of the 
governors of the 17 oil-producing states, for March 27, 
1933. At the same time, he asked representatives of 
the petroleum industry to be in Washington and avail­
able for conference.

Secretary Ickes delivered the following address be­
fore all those who assembled on the 27th, and then 
asked each group—the governors’ representatives, 
representatives of the independent oil and gas pro­
ducing associations, and representatives of the Ameri­
can Petroleum Institute—to retire to separate rooms 
and each select a committee of five, to comprise a 
committee of 15 which should make joint suggestions 
and recommendations to him as to what the Federal 
Government and the states might do to aid in the 
solution of the problem.

Address by Hon. Harold L. Ickes, Secretary of the Interior, 
at Conference of Governors of Oil States,

Interior Department, March 27, 1933

Gentlemen:
This conference between the governors of the 

oil-producing states or their representatives, and 
officials of the Department of the Interior, has been 
called for the purpose of determining, if possible, 
what can properly be done to bring about a greater 
degree of stabilization in the oil industry. The 
governors of the interested states were asked to 
attend personally or to delegate representatives. It 
was also suggested to responsible leaders of the 
industry representing the major companies as well 
as the “independents” that they be present in Wash­
ington on the occasion of this conference so that 
they might be available for consultation.

You gentlemen are, of course, cognizant of the 
adverse conditions affecting the industry. Wide­
spread tax evasion, the illegal production and ir­
regular distribution of unmarketable production, 
the failure or inability to enforce existing state 
statutes—all have had a tendency to break down 
the legitimate conservation programs of the various 
states. Evasion of both the Federal and state gaso­
line taxes has in itself unsettled the market for 
gasoline, the chief product of petroleum, the coun­
try over.

The public is concerned with the necessity for 
bringing production of crude into balance with the 

market demand for petroleum products. If this 
balance can be attained, stabilization will follow, 
with protection to royalty owners, land owners, the 
consuming public, and manufacturing and market­
ing agencies.

The present condition of the industry is due 
primarily to lack of observance of the oil conserva­
tion laws in effect in the larger oil-producing states. 
Failure by a minority in the industry to cooperate 
for the betterment of conditions by refusing to 
purchase or transport oil illegally produced has 
also contributed serious problems. It is my under­
standing that the oil produced and run illegally 
over and above the official figures reported is vari­
ously estimated at from 100,000 to 400,000 barrels 
per day, which means that this amount of crude oil 
is being produced in excess of market or national 
requirements. This condition, coupled with the 
gradually decreasing demand for petroleum pro­
ducts, has served to aggravate the effect of excess 
production.

It has been suggested that the Federal Govern­
ment should cooperate with the oil-producing states 
to bring about uniform production not in excess 
of 2,000.000 barrels of crude per day for the United 
States during the remainder of the present year, 
and that equitable allocation of this total be fixed 
definitely as between the various states and the in­
dividual pools therein. Acceptance of this produc­
tion figure, I am advised, would approximately 
bring production and consumption into balance 
for the immediate future.

Conditions affecting imports and exports would 
seem to require additional study at this time by the 
industry. There has recently been an increase in 
the importation of crude and refined oil in sharp 
contrast to the decline of imports registered when 
the excise tax was imposed.

Every one knows that it is utter folly to produce 
oil unless there is a market for it, and that to pro­
duce largely in excess of consumption requirements 
is worse than folly. Every one knows, too, that oil 
produced in violation of the laws and regulations 
made pursuant thereto should not be run by pipe 
lines, railroads or other transportation agencies, 
or received into pipe lines at any point, and, further, 
that such unlawfully produced oil should not be 
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purchased. Industry leaders should make every 
effort to assist enforcement agencies to the end that 
no individual or unit identified with the industry 
can evade or circumvent enforcement efforts.

Destructive influences and clashing interests are 
bringing the oil industry, ranking among the great 
industries of the country, to its knees. The state and 
Federal governments are receiving diminished re­
turns in taxes; the land owner is receiving reduced 
royalties; owners and operators of 300,000-odd 
wells in the United States are operating under con­
ditions which, if not corrected, ultimately will lead 
to the abandonment of these wells, for the price of 
crude oil paid to the producer is below cost of 
production in many areas. The refiner and marketer 
who evades taxation is, as the result of unfair com­
petition, undermining the capital structure of the 
entire industry.

What is needed most at this time is a display of 
sound sense and a readjustment of practices that 
will give to those engaged in the industry an oppor­
tunity for profitable operation of their business.

The conference is dealing with a great and most 
essential natural resource, limited in quantity by 
nature, which is dwindling from day to day because 
of unscientific management, with no present neces­
sity for surplus production, as above-ground supply 
already is in excess of an economic stock level. 
Petroleum is being consumed at the rate of approxi­
mately 800,000,000 barrels per annum, and it must 
be remembered that this oil can not be either re­
produced or indefinitely replenished. With the pass­
ing of time, this most valuable and necessary re­
source must inevitably reach a stage of practical 
exhaustion, at least so far as any practical use is 
concerned.

In all human probability, the production of this 
limited supply of petroleum has reached or nearly 
reached its peak. Oil has been squandered for some 
years past and still is being squandered at a riotous 
rale by the reckless and improvident methods of 
capture and by ruthless dissipation of the energy 
of the natural gas dissolved in the oil in its natural 
state beneath the surface. We must not lose sight 
of the fact that the oil now being produced and 
likely to be produced in the future is essential to 
our national defense and general welfare.

During the past few years new oil fields of large 
producing capacity have deluged the market with 
so great a supply that petroleum has been forced 
into keen and violent competition with coal. The 
result is that probably one-half of America’s oil 
production is being used to displace the equally 
effective use of coal, of which there is an almost 
inexhaustible supply. The waste of natural gas 

incident to the past and present methods of captur­
ing oil at the surface is prodigal and extravagant. 
This waste is quite reliably estimated to be equiva­
lent in value and effectiveness to a very large per­
centage of all the petroleum actually subjected to 
control and ownership.

Rivalry in production from flush pools arises 
principally out of the fact that oil in the sands 
beneath the surface and the natural gas associated 
with it are migratory in character, and the general 
rule of law that there is no absolute title in either 
until capture and control at the surface. The in­
centive thus given to production has resulted in a 
promiscuous drilling of unnecessary, rival, and 
wasteful wells; a sheer waste of a very large part 
of the associated gas, greatly lessening the amount 
of oil that can be ultimately recovered by flowing 
and pumping; and the waste of large quantities of 
the oil itself because of inability either properly tc 
store or quickly market it.

The supply of the future is and must be limited 
to resources yet undiscovered, because the reserve 
outside of the fields now being exhaustively drawn 
upon is comparatively negligible when we measure 
time by the yardstick of a few years.

The rapid exploitation and depletion of new 
fields can not be controlled or even checked under 
existing conditions of private surface ownership 
with its resulting insensate rivalry in acquiring title 
to the oil at the surface, unless and until some com­
petent superior authority assumes actual and posi­
tive control and exercises sane regulatory power, 
consonant with an intelligent public policy.

If the country continues to produce and consume 
petroleum improvidently and extravagantly, as it 
has been doing, without regard to the character or 
quantity of the resource or the uses to which it 
should be put, the result will be that at a com­
paratively early period we will find our oil re­
sources so seriously curtailed as to affect adversely 
the standard of living of the American people.

It has frequently been asserted that the Federal 
Government is without power to control or even 
regulate the production of petroleum from privately 
owned lands, except in case of drainage from Gov­
ernment lands. But it is by no means certain that 
the people of the United States are helpless to pre­
vent the reckless dissipation of an indispensable 
natural resource. The states can, of course, under 
their reserved police power, respectively regulate 
and control the capture of petroleum within their 
respective territories to any extent which will pre­
vent waste and loss of oil, and also natural gas, and 
in aid of such purpose can prevent owners of sur­
face rights from drawing oil in a manner wasteful 
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of the oil and gas beneath the surface of other 
owners.

For two years proration of production in the 
major mid-continent fields has been in operation. 
State regulatory bodies and industry leaders have 
sought in vain for a balancing of supply and de­
mand. During this period there has been an up­
building of “potentials,” price has turned down­
ward, production upward, and bootlegging of illicit 
oil has flourished. The whole price structure has 
collapsed. Out of this maze of confusion and con­
flicting interests must come a means of control or 
limitation of production that will assure a con­
tinuing, adequate domestic supply of oil that will 
not and must not exceed actual consumption re­
quirements. Only by this means can the industry 
right itself.

Fourteen billion dollars constitutes the capital 
investment of the petroleum industry. A million and 

a half of slock and bond holders and royalty owners 
have a common interest in its proper conduct. A 
million and a quarter presently employed workers 
keep this vast business alive—and themselves too. 
The first concern of the recognized leaders of an 
industry so essential to our industrial needs and 
our happiness and well-being as a people should 
be the adoption of principles and practices that 
will with certainty prevent the unnecessary de­
pletion of a limited natural resource, vital to the 
nation, in which 130,000,000 Americans have a 
vested interest.

I he solution of this problem is in your hands. 
And the problem, difficult and complex as it is, can 
be immediately solved if we all approach it un­
selfishly and patriotically. It ought to be an in­
centive to a determination to solve it to realize that 
its happy solution will be for the best interests of 
both the oil industry and the country.

Oil Industry Recommends Federal 
Government Action to Secretary Ickes

Committee of Fifteen Asks National

Intervention in Petroleum Crisis

Washington, D. C., 
March 29, 1933 

The Honorable
The Secretary of the Interior
Dear Mr. Secretary:

The three committees respectively representing 
(1) The governors of the oil producing states or 
their duly authorized delegates; (2) the oil and gas 
associations representing independent producers of 
oil and gas in the United States, and (3) the major 
oil and gas producing and importing companies, 
after conferring together, have unanimously agreed 
to recommend the following program to you, in 
order to meet the existing emergency in the oil and 
gas industry and to provide the basis for conserva­
tion and scientific future development of the oil and 
gas resources of our country:

A. To meet the existing emergency, the com­
mittees unanimously recommend:

1. That the President of the United States be 
requested to transmit this report to the Governors 
of California, Kansas, Oklahoma, Texas and New 
Mexico, and to call upon them immediately to 
close all flush pools in their respective States 
until the 15th day of April next, excepting wells 

producing more than 10 per cent of water, which 
would be damaged irreparably by a complete 
shutdown.

2. That the President of the United States be 
requested to call upon the governors and legisla­
tures of the principal oil-producing states which 
have no adequate or no general conservancy 
statute to adopt such a statute immediately in 
order to further the conservation and scientific 
and more orderly development of the oil and gas 
resources of such states and in order to enable 
full cooperation toward these ends between all 
the principal producing states.

3. That the President of the United States be 
requested immediately to recommend to Congress 
the adoption of a law prohibiting the transporta­
tion in interstate and foreign commerce of any 
oil or the products thereof produced or manu­
factured in any state in violation of the laws 
thereof, and providing adequate penalties for 
violations of the said law.

4. That the President of the United States be 
requested (a) to require strict enforcement of the 
Federal gasoline tax and pipe line tax and vigor­
ous prosecution of evaders thereof, so long as
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the said taxes remain in effect, and (b) to in­
struct the Bureau of Internal Revenue to ascer­
tain at the time of collecting the tax, the con­
signor, consignee, destination and quantity being 
shipped by each refinery, and (c) to instruct the 
said Bureau to transmit the said information to 
the tax collecting authorities of those States into 
which the gasoline is to be moved.

5. That the President of the United States be 
requested fully to endorse the recommendations 
made herein and to appeal to the states, and to all 
those engaged in the oil and gas industry, faith­
fully to cooperate in the enforcement and observ­
ance of the said recommendations and in the limi­
tation of production in harmony with a fail- 
allocation of the national consumptive demand.

6. We further recommend that the President 
submit to Congress a request for emergency legis­
lation authorizing him to appoint a personal 
representative to cooperate with the duly con­
stituted authorities of the several oil producing 
states in bringing about a compliance on the part 
of said states with the program covered by these 
recommendations, and to advise and cooperate 
with the industry in complying with that portion 
of the program recommended for action by the 
industry; such act of Congress to be effective 
during the emergency only, and whenever in the 
opinion of the President of the United States the 
emergency in the oil industry has passed, there­
upon, by proclamation, the President may de­
clare the emergency ended and the office, thereby 
created, abolished.
B. To provide a basis for conservation of the oil 

and gas resources of the United States and the 
scientific future development of the oil and gas 
industry therein, the committees are unanimously 
of the opinion:

1. That the Government of the United States 
can aid and assist in the following aspects:

(a) By initiating a comprehensive and scien­
tific study of the entire subject and pub­
lishing, as soon as possible, a report of the 
facts found, conclusions reached and recom­
mendations made with reference thereto.
(b) By imposing an adequate competitive 
tariff on crude petroleum and the products 
thereof.
(c) By eliminating the tax on domestic re­
fined products and the Federal pipe line tax.
(d) By vigorous prosecution for evasion of 
the Federal gasoline tax and pipe line tax 
if such taxes are to be continued.
(e) By permitting drilling on the public 
lands to be delayed.

(f) By limiting imports to the average for 
the last six months of 1932.
(g) By continuing the Federal Oil Conserva­
tion Board as an advisory body.

2. That the producing states can aid and assist 
in the following respects:

(a) By the enactment, where necessary, of 
adequate state laws under which conserva­
tion can be enforced.
(b) By the issuance of valid orders under 
such conservation statutes.
(c) By strict enforcement of the orders 
issued.
(d) By the equitable allocation of the 
allowed production as between pools.
(e) By limiting production of crude oil to 
the requirements of the consumer of refined 
products, or crude petroleum as such.
(f) By reaching an agreement with each 
other on the total market demand for crude 
petroleum and a proper allocation of this 
demand as between the producing states.
Note: Pending a more complete study of the 
subject, the production in the United States 
should for the time being be limited to 
2,000,000 barrels per day, allocated as fol­
lows:

Texas 786,242 Barrels
Oklahoma 417,690
Kansas 93,366 ”
California 432,432 ”
All other states 270,270

(g) By rigidly enforcing the gasoline tax 
laws so as to prevent tax evasion, by pre­
venting the diversion of the tax from high­
way uses, and by a reduction of the tax 
wherever at all possible.
(h) By encouraging permissive unit opera­
tion under voluntary agreements.

3. That the industry can aid and assist in the 
following respects:

(a) By actively supporting governmental 
agencies in their efforts to make and enforce 
valid orders.
(b) By refraining from producing oil un­
lawfully and refusing to transport or pur­
chase oil unlawfully produced.
(c) By marketing arrangements with limited 
areas conforming to the principle announced 
by the Supreme Court in the Appalachian 
Coals case.
(d) By diligent efforts to promote permissive 
unit operation under voluntary agreements.
(e) By avoiding excessive withdrawals from 
storage.
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(f) By limiting drilling to the absolute mini­
mum.
(g) By limiting imports to the average for 
the last six months of 1932.

C. If the foregoing conservation program is to 
succeed, the committees respectfully submit that it 
must be based on a price for crude oil which will 
allow a margin of profit to the producer and a price 
for the refined products which will allow a margin 
of profit for the refinery and the retail dealer.

Respectfully submitted,

California Oil & Gas Association Not Voting
Central Penn. District Oil & Gas Association Yes
East Texas Land Association Yes
East Texas Producers & Royalty Owners

Association Yes
General Mid-Continent Oil & Gas Association Yes
Independent Petroleum Association of America Yes 
Independent Petroleum Association of Arkansas Yes 
Independent Petroleum Association of Cali­

fornia Not Present
Independent Petroleum Association of Texas No 
Mid-Continent Oil & Gas Association, Kansas-

Oklahoma Division Yes
W. J. Brundred Alfred M. Landon, Chairman—(Kansas) Mid-Continent Oil & Gas Association, Louisiana-
W. N. Davis Wm. II. Cooley (California) Arkansas Division Yes
Wirt Franklin I. C. Grimm (Ohio) Mid-Continent Oil & Gas Association,
Chas. F. Roeser C. C. McDonald (Texas) . Texas Division Yes
C. B. Ames Cicero I. Murray (Oklahoma) North Texas Oil & Gas Association Yes
R. C. Holmes T. II. Barton Oil Producers Sales Agency of California Yes
K. R. Kingsbury Committee of Fifteen Southeastern Ohio Oil & Gas Association Yes
D. J. Moran representing Governors’ Conference, and^.exas & Gas Conservation Association Yes
W. C. Teagle major and independent oil producers. ^.est Central Texas Oil & Gas Association Yes

West Virginia Oil & Gas Association Yes
On Monday morning, March 27, 1933, before the ^iddle Disptrict Producers Association (Penn.) Yes

. . r , . ’ . ’ „ , American Petroleum Institute Yesorganization of the said Committees and before the
emergency measures recommended in subdivision 
A hereof were proposed, the representatives of oil 
and gas associations adopted, in meeting assembled, 
the principles and recommendations covered by 
subdivisions B and C hereof. The vote was as fol­
lows:*

*The membership of the oil industry associations repre­
sented in the recommendations above comprises a total 
of 20,284.

In addition to this, there are two of the associations vot­
ing “Yes” of which we do not at this writing have in­
formation as to their total membership.

Independents (?)
Declare Oil Industry is Healthy Hat

Washington, D. C.
March 29, 1933 

Honorable Harold Ickes,
Secretary of the Interior, Washington, D. C.
My dear Sir:

The petroleum industry of the United States is 
in a more healthy condition than industry generally. 
It suffers, however, from certain ills, chief among 
which are monopolistic control, agreements in re­
straint of trade, price-fixing agreements, unfair 
practices, burdensome taxation, false propaganda 
and excessive governmental regulation.

There is no overproduction of petroleum in the 
United States today.

True conservation of petroleum resources is de­
sired. The duty and right of conserving the petro­
leum resources is a function of government exclu­
sively vested in the several sovereign states. It can 
only be done through a reasonable exercise of the 
police power which was reserved to the states and 
never delegated to the National Government.

To the end that a more wholesome condition of

Deny Overproduction
Ask Care of “Certain Ills”

the industry, with the resultant good to the Ameri­
can people, may be brought about, we respectfully 
recommend the speedy accomplishment of the fol­
lowing definite measures of relief:

1. That appropriate action be taken to require 
the Interstate Commerce Commission to fix and en­
force fair and reasonable rates to be charged by 
pipe line common carriers engaged in the trans­
portation of petroleum in interstate commerce.

2. The enactment of emergency legislation by Con­
gress, divorcing oil pipe lines engaged in interstate 
commerce from other branches of the oil industry.

3. That the Department of Justice be required 
immediately to investigate and vigorously prosecute 
violations of the anti-trust laws to the end that 
combinations and agreements in restraint of trade, 
price fixing and other unfair practices affecting the 
petroleum industry may be effectively stopped.

4. The immediate enactment of laws by Congress 
making it unlawful for any person, firm or corpora­
tion willfully to disseminate false information de­
signed to influence public opinion.
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5. That the Federal Oil Conservation Board be 

abolished.
6. That the American producer not only be per­

mitted to, but be assisted by the agencies of the 
government, in capturing all of the world market 
for petroleum and its products possible.

7. That American oil companies be discouraged 
in the present practice of developing unregulated 
and uncontrolled foreign oil fields with cheap 
foreign labor which compete with regulated and 
controlled American production.

8. That Congress protect the American market 
from the importation of foreign oils by the imposi­
tion of a competitive tariff.

9. That the Federal Government respect and not 
infringe upon the rights and duties of the sovereign 
states to regulate the production of petroleum within 
their respective borders.

Respectfully submitted,
Independent Petroleum Association 
Opposed to Monopoly

Note: There is no evidence available to indicate that if 
this is an expression of independents, it is representative 
of as much as one-half of one per cent of the oil pro­
ducers or others engaged in the oil business.—Editor.

“John B. Elliott Sees
‘New Deal* for Oil Industry”

From the Los Angeles Examiner, April 4, 1933

GRATIFIED that “the rout of the petroleum 
monopoly is complete,” John B. Elliott, Chair­

man of the Executive Committee of the Independent 
Petroleum Association of California, yesterday, pre­
dicted a “new deal for the nation’s oil industry.

In a telegram received here from Washington, 
where he led the independents’ fight at the oil con­
ference, Elliott stated that the alleged trust’s Federal 
program has been utterly defeated.

“Caught red-handed and exposed in their effort 
to falsify Government records on production and 
consumption and to deceive the nation with bogus 
figures and imitation Government conferences, the 
petroleum buccaneers of 1933 have been publicly 
downed,” the message said.

"The rout of the monopoly is complete. There 
will be no Federal oil czar, no holiday shut-down 
of production, no Federal oil conservation board, 
no dictation to the states in favor of monopoly and, 
in fact, nothing of their whole program.

"Out of the rout of monopoly is coming real 
legislation for the separation of oil pipe lines and 
perhaps service stations from the production and 
refinery units; the enforcement of reasonable pipe 

line rates and regulation by the Interstate Com­
merce Commission.”

What Does it Represent?
★ It is seriously doubted that the person referred to 
above, "John B. Elliott, as Chairman of the Ex­
ecutive Committee of the Independent Petroleum 
Association of California,” and self-styled “Repre­
sentative of the Independent Petroleum Association 
Opposed to Monopoly,’ directly represents one- 
tenth of one per cent of the producers, the refiners, 
the marketers, or any other petroleum interests in 
the United States.

1 he charge that any one in the Government offices 
in Washington falsified the petroleum records will 
not be believed by any one. There could be no ob­
ject or motive in any such activity, on the part of 
the Government or of industry representatives.

When he speaks of a monopoly, he is speaking of 
an industry as highly competitive as it is possible 
for any industry to be. There are in excess of 5,000 
producing companies, besides many thousands of 
individual producers; over 300 refining companies, 
and in excess of 25,000 separate marketing units sell­
ing petroleum products. Every one who really knows 
anything about the oil business knows that competi­
tion is as keen between the Standard Oil companies 
themselves, and between them and the other units, as 
it is between the so called independent units.

On the matter of pipe lines he also speaks without 
knowledge of the subject, and without consideration 
of the best interests not only of those who have built 
and operate the lines, but of the producers as a 
whole, large and small.

According to the Interstate Commerce Commis­
sion, there are over 50 pipe line companies reporting 
to that body, exclusive of many small lines, includ­
ing some 50-odd small systems recently grown up 
in East Texas between the fields and the railroads, 
and between the fields and the 52 or 53 refineries 
newly built in that vicinity.

None of the larger integrated companies would 
be secure in their current daily supplies of crude 
without these facilities leading into the fields where 
they have their production, where they buy, and 
where they afford a market to those who produce 
but have no refining or marketing outlets. Some 20 
of these larger companies with pipe line facilities 
buy over 1,000,000 barrels of crude oil per day, in 
addition to what they produce direct and through 
their subsidiary and associated interests. Why, at 
this time, or at any time, tear down established, 
orderly business?

There are worse-smelling animals than cod fish 
and garlic.
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Telegram from R. C. Holmes 
to President Roosevelt

New York, N. Y., April 2, 1933.
To The President of the United States, 
The White House, Washington, D. C.

So far as I know, and I think I have reasonably 
accurate information, at least 95 per cent of the 
legitimate individual producers, producing or­
ganizations, and producer-buyer and refining 
units, were represented by the joint committees 
of industry representatives and of the governors 
of 15 of the oil producing states in the joint 
recommendation made to Secretary of the In­
terior Ickes on March 29 STOP

Are we going to allow a part of the press, with 
misinformation or lack of full information, and 
a few uninformed, misguided politicians to ruin 
the oil industry and perpetuate a scandal that 
makes the oil scandals of the Harding Admini­
stration look like petty graft and larceny? STOP

When we find enforcement officers co-conspir- 
ing, aiding and abetting the crime, it seems to 
me it is time that the legitimate industry be 
listened to STOP

This lawless element if allowed to operate a 
little longer will complete the destruction of the 
oil industry here and abroad and put the last 
murderous knife thrusts into the banking situa­
tion STOP We have already during the past few 
years, through selfishness, lack of proper organ­
ization and cooperation between the Federal and 
state governments and the industry, practically 
ruined the coal industry, notwithstanding the 
fact that every oil-producing state except two is 
directly interested in the coal industry STOP

During these conferences in Washington in the 
last few days, the illegal production of oil in 
Texas and Oklahoma alone exceeded the entire 
production of the States of New Mexico, Colora­
do, Wyoming, Montana, Kansas, Illinois, Indi­
ana, Ohio, Michigan, Kentucky, West Virginia, 
Pennsylvania and New York STOP

On March 2 the House of Representatives at 
Austin, Texas, passed a resolution without a dis­
senting vote from which I quote as follows

QUOTE We respectfully urge all purchasers 
of crude oil throughout the United States to 

come to the relief of the State and raise the 
price of crude oil to such price that the in­
dustry may survive UNQUOTE

Because of the conditions existing, if The 
Texas Company had gotten all of its crude oil 
at the wells for nothing during the months of 
January and February of this year, it would still 
have failed to make an earning, and this I think 
is the condition in many other units STOP

We have an import duty to protect the Ameri­
can oil industry STOP Today illegal oil is nulli­
fying the effect of any import duty that could be 
assessed and at the same time is destructive to 
the American interests in Canada, Europe and 
elsewhere STOP

In spite of this condition the industry has not 
applied to the Reconstruction Finance Corpora­
tion for financial relief. We have asked for the 
things only to which we are clearly entitled in 
the interest of the industry as a whole, the stock­
holders, employes and other dependents STOP

First: The honest application and enforce­
ment of the Federal and state gasoline tax laws 
on all alike without exception;

Second: The enforcement of the conservation 
laws on all alike without exception;

Third: The enactment only of such Federal 
and state legislation as will insure this being 
done as equitably to all interests as is practical;

Fourth: That such machinery of government, 
Federal and state, be set up as will provide for 
the above, not only now but in the future, hop­
ing that in so doing we can have some real effec­
tive conservation of this great natural resource, 
petroleum, and realization of economies and 
values STOP

The racketeering of this age is a disgrace to 
the country and will be the ruination of all 
legitimate industry if it is not stopped STOP

There is much that the industry, itself, should 
have done in the past, and should and can do 
now, but it is hopeless without the support that 
we have asked for STOP

Facts should be secured and sound policies 
and corrective measures undertaken STOP

We have great faith in your fairness and we 
await your judgment STOP

I am giving copy to all State Governors and 
members of the Federal Congress

Respectfully yours,
R. C. HOLMES,

President, The Texas Company
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Text of President Roosevelt’s Letter
To Governors of 17 Oil-Producing States 

April 4, 1933

My Dear Governor:
I am sending you herewith for your consideration 

a report submitted to the Secretary of the Interior 
as the result of a three days’ conference held in 
Washington the early part of this week on the oil 
situation and participated in by representatives of 
the governors of 17 of the oil producing states.

There were also present at the conference repre­
sentatives of the independents in the industry as 
well as of the major oil and gas producing agencies. 
The main report was drafted and unanimously 
adopted by a committee of 15, composed in equal 
parts of representatives of the governors, of the 
major oil industries and of the independents. When 
this report was finally submitted to the full con­
ference it received the affirmative votes of all the 
representatives of the governors and of those repre­
sentatives of the oil industries voting as set forth on 
page four of the report.

Together with the majority report just referred 
to, I inclose also for your information, a minority- 
report adopted by a group of independents and sub­
scribed by them in the name of “Independent Petro­
leum Association Opposed to Monopoly.”

I further inclose a resolution adopted by the rep­
resentatives of the governors after the main report 
already referred to had been ratified.

To complete the record, I am sending also a 
final correction to the recommendations made by 
the committee of 15, which was handed to the 
Secretary of the Interior yesterday.

I especially direct your attention to Paragraphs 
A-l and A-2 of the recommendations of the com­
mittee of 15. It is obvious that the action proposed 
to be taken in these paragraphs is within the sole 
authority and jurisdiction of the interested states. 
The President of the United States has no authority 
to declare a moratorium such as is proposed and he 
might be regarded as infringing on the sovereignty 
of the states if he should make the suggestion con­
tained in Paragraph A-2.

I here seems to be a widespread feeling that an 
emergency exists in the oil industry calling for 
action, and it is hoped that the governors of the 
states affected, after consultation with each other, 
will take action appropriate to meet it.

The committee of 15 in Paragraphs A-3 and A-4 
recommend certain action on the part of the Federal 
Government. I am of the opinion that the sugges­

tion that the Congress pass legislation prohibiting 
the transportation in interstate and foreign com­
merce of any oil or the products thereof produced 
or manufactured in any state in violation of the laws 
thereof is well considered. I am prepared to recom­
mend such legislation to Congress as a contribution 
on the part of the National Government toward the 
solution of the difficulties in which the oil industry- 
finds itself.

I also approve of the recommendation in Para­
graph A-4 of this report.

The report of the Independent Petroleum Asso­
ciation Opposed to Monopoly recommends “The 
enactment of emergency legislation by Congress 
divorcing oil pipe lines engaged in interstate com­
merce from other branches of the oil industry.” I 
am of the opinion that this is a reasonable request 
and that such legislation should be enacted at as 
early a date as possible.

There are other suggestions and recommenda­
tions made to the Secretary of the Interior as a 
result of the deliberations of the oil conference that 
on their face are fair and reasonable but which do 
not require immediate action. These recommenda­
tions can be taken up at a later date, perhaps after 
further conferences between the representatives of 
the states and of the industry and of the National 
Government.

Very sincerely yours, 
FRANKLIN D. ROOSEVELT

Mr. Holmes “Disappointed” 
in President’s Pipe Line

Recommendations
From The New York Times, April 6, 1933 

WHILE President Roosevelt’s statement on the 
oil industry was “a very satisfactory reaction 

to the industry’s request,” R. C. Holmes, president 
of The Texas Corporation, said yesterday he per­
sonally felt some disappointment that the President 
had not asked for some authority that would “en­
able the states and the Federal Government to 
work more closely together, in the most effective 
way, to accomplish some real conservation of 
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petroleum. ’ Mr. Holmes said he was particularly 
disappointed in the President’s recommendation 
that the established system of pipe lines should be 
divorced from the integrated units of the industry.

“No pipe line system, in my judgment,” Mr. 
Holmes continued, “without the large production, 
the large buying power, the large storage capacity, 
and the established market outlets directly con­
nected with them, or in the hands of those who have 
the necessary conditions for the economical opera­
tion of pipe lines, will be a successful investment, 
or will in any way improve conditions for the 
smaller producers or others. I do not know, how­
ever, exactly what is in mind in the way of divorce­
ment.

“Possibly any such action would contemplate a 
reduction in rates, if it makes any changes at all, 
and that certainly would be of no aid to the rail­
roads or to any one else, particularly in the Mid­
Continent area. It will narrow up the territory into 
which the railroads now' carry refined products in 
the Mid-Continent. It would exclude the Mid-Con­
tinent and inland refiners from foreign markets for 
the refined products they ship to the coast by car. 
In short, the whole effect would be to limit the ter­
ritory to which the inland refiners can reach, with 
no benefits, as I can see it, to any one.

“I doubt that the President or his assistants have 
had the time or opportunity to read the Splawn 
report which, within the last two or three weeks, 
was submitted to the House of Representatives by 
its Committee on Interstate and Foreign Commerce, 
apparently after careful investigation and study by 
unprejudiced, competent Federal authorities.

"Oil pipe lines, the report found, are ‘plant facili­
ties in an integrated industry.’ Carrying but one 
commodity, in one direction, and that from a dimin­
ishing source of supply, oil pipe lines differ so 
radically from railroads that, says the report, ‘it 
appears very difficult’ to apply to them that provi­
sion of the Federal law prohibiting railroad com­
panies from transporting in interstate commerce 
products either manufactured, mined or produced 
or owned by the railroad, or in which the railroad 
may have an interest.

“’If the oil companies were forced to sell the 
pipe line companies, who,’ asks the report, ‘would 
buy them and who would build to newly-discovered 
oil fields?’

“Dr. W. M. W. Splawn, special counsel for the 
subcommittee which issued the report in question, 
said, in connection with that report: ‘Divorcement 
of pipe lines from the oil industry does not appear 
practicable because they are part of the plant facili­
ties of that integrated and competitive industry.’ ”

Editorial Comment on Mr.
Holmes’ Telegram

From the Tulsa World and the Tulsa Tribune, April 
3, 1933:

“In his scathing remarks on the menace of greed, 
corruption, and lawlessness afflicting the oil indus­
try, R. C. Holmes of The Texas Company did a na­
tional service of a high order. It was time for some 
authoritative voice to be heard, and the Holmes tele­
gram to President Roosevelt expressed the situation 
clearly and concisely. . . .

“The Holmes telegram wras a reaction from the re­
cent oil conference in Washington and the break­
down of proration in the two big southwestern oil 
states. . . . The existence of at least two stalwart 
groups in the oil business cannot be doubted. There 
is one large group favoring proration. The other 
group is contrary to the whole proration idea and 
wishes the fewest possible restrictions. It is obviously 
impossible to please both elements.”
From the California Oil World, April 6, 1933:

“One outstanding feature of the whole business 
[the Washington oil conference] was the resound­
ing approval of the California industry to the ap­
peal sounded by R. C. Holmes, President of The 
Texas Corporation, to President Roosevelt. This 
appeal warned the chief executive that a ‘lawless 
element’ threatens to ‘complete the destruction of 
the oil industry.’ ”
From the Indianapolis Star, April 7, 1933:

“The head of a leading oil producing company 
has protested to President Roosevelt against what 
he terms the ‘lawless element’ that is playing havoc 
with profitable operations in the field. . . . Unless 
checked, the oil executive declared, the minority of 
producers and distributors will wreck the industry.”
From the Oil and Gas Journal, April 6, 1933:

“The oil industry had an unexampled opportunity 
before, during, and after the oil conference at Wash­
ington to get its case before the public . . .

“Even had affirmative action followed immediate­
ly upon the adoption of the resolutions by the con­
ference there was all the more need for live 
handling of publicity on behalf of the program such 
as the telegram of President R. C. Holmes of The 
Texas Company given to the press for Monday 
morning. . . .

“Today, more than ever, the industry needs to 
get out in the open and win public understanding 
for constructive policies and against those which 
would be solely destructive.”
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TRANSPORTATION—Rail—Motor
By HARRY T. KLEIN

General Counsel, The Texas Company

DURING the past three months there have been three 
outstanding developments of national importance in 
the field of transportation:
1. January 30, 1933: Recommendations of Joint Com­

mittee of Railroads and Highway Users;
2. February 13, 1933: Report of the National Trans­

portation Committee; and
3. The railroads’ national legislative campaign against

motor highway transportation.

1. Joint Recommendations

Declaration of Policy.
"The public is entitled to the benefit of the most 

economical and efficient means of transportation by 
any instrumentalities of transportation which may be 
suited to such purpose, and no legislation should be 
enacted which has for its purpose the stifling of any 
legitimate form of transportation. The supreme test 
must always be the interest of the public. The public’s 
right to the selection of the agency of transportation 
which it wants and which it finds most useful must 
be respected.”

Tins Declaration prefaces the recommenda­
tions of a Joint Committee of Railway Executives 
and Highway Users, dated January 30, 1933. The 
appointment of this Joint Committee in October, 
1932, arose out of conferences among various rail­
road executives and important shippers, and the 
committee was organized for the purpose of con­
sidering railroad and highway transportation prob­
lems.

The railroads were represented on this committee 
by six outstanding railroad executives of the coun­
try—all representatives of Class A railroads. Mr. 
W. W. Atterbury, President of the Pennsylvania 
Railroad, acted as Chairman of the Railway Execu­
tives’ representatives.

The Highway Users were represented by six 
executives of the most important industries and 
associations interested in highway transportation. 
Mr. Alfred H. Swayne, Vice-President of the Gen­
eral Motors Corporation, acted as Chairman of the 
Highway Users’ representatives, and Mr. R. C. 

Holmes, President of The Texas 
Company, was one of the Highway 
Users’ representatives. William J. 
Cunningham, Professor of Trans­
portation of the Graduate School 
of Business Administration, Har­
vard University, acted as executive 
secretary of the Joint Committee.

In promulgating their recom­
mendations, the Joint Committee 
stated that they regarded the 
achievements of the report, after 

three months of intensive study and discussion, as 
a distinct step forward in the development of a 
sound public transportation policy-—believing that 
it was wiser that economic problems should be 
solved by conference rather than by legislation; 
and that the conferences of the Committee had 
grown out of a mutual appreciation of the need 
for a rational appraisal of the relations between 
rail and highway transportation in the light of the 
broad public interests involved in the use of these 
facilities.

The body of this report is composed of 78 para­
graphs (with additional explanatory notes), the 
first 52 of w'hich, after the three paragraphs con­
tained in the Declaration of Policy, are devoted 
principally to the regulation of common and con­
tract carriers, in interstate and intrastate commerce. 
The railroads and highway users were not in accord 
on the subject of regulation. The railroads advo­
cated :

(a) As to common carrier trucks, that adequate 
requirements should be imposed upon them to in­
sure just and reasonable rates, with provision for 
publication thereof and adherence thereto and 
proper inhibition against undue discrimination, and

(b) that contract carriers should be required to 
observe minimum rates fixed by regulatory au­
thority and comply with rules and practices apply­
ing to rates and services as may be prescribed by 
such authority.

To both of these proposals the highway users 
appended the condition: “if and when sufficient
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1 Tex-Cuban Molasses Co.
2 Abmour Fertilizer Works
3 Channel Fuel co.
4 Alexander Sprunt & Son
5 Texas Chemical Co.
G Deepwater Oil Refineries
7 Magnolia Petroleum Co.
8 Texas Portland Cement Co.
9 Houston Mill & Elevator Co.

10 Clinton Ship Yard
11 Sinclair Refining Co.
12 Great Lakes & Western Ref.

Co.

25 Texas Company
26 Galena Signal Oil Co. of

Texas
27 Gulf Pipe Line Co.
28 Humble Oil & Refining Co.
29 Weld-Neville Compress Co.
A Municipal Belt Ry.
B San Jacinto Battle Ground
C Houston Lighting & Power

Co.
D Manchester Public Wharf
E Texas Cartridge Co.

“WHERE 17 RAILROADS MEET THE SEA”

-W II Y ?

i:

If

Lack of cooperation permitted by law.
Result: Excessive investments, excessive maintenance and operating costs.
Excessive taxes.

738 GASOLINE STATIONS IN HOUSTON

—W H Y ?

Misinterpretation of original intent and purpose of anti-trust laws.
Cooperation prohibited by law.
Intensive, forced competition and actual encouragement of destructive com­
petition.
Result: Excessive investment, excessive maintenance and operating costs.
Excessive taxes.
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data have been collected to indicate the desirability 
of such regulation in public interest.”

It was agreed that private passenger vehicles and 
private carriers of property generally should be 
subjected only to the requirements of state registra­
tion and police regulation.

The Committee was in accord that railroads 
should have the opportunity to engage either direct­
ly or through subsidiaries in motor vehicle services 
on the highways on equal terms with other carriers 
and that the railroads should be relieved of the 
expense of grade crossing eliminations.

Much time and study were devoted to the subject 
of taxation. It was agreed that the motor vehicle 
should pay the entire cost of the state highway 
system and should also pay a part of the cost of 
county and/or township highways. At most of the 
conferences the railroads contended that in addition 
to registration fees and gasoline taxes, truck and 
bus users of the highway should also pay a ton mile 
or mileage taxes. The railroads finally withdrew 
their demand for a ton mile or mileage taxes, and 
the recommendation of the Joint Committee as in­
corporated in its final report is that highway users 
should be subject to no special taxes in addition to 
registration fees and gasoline taxes.

Two paragraphs of the report read:

“Special taxes levied upon motor vehicles using 
highways should be devoted entirely to highway pur­
poses. There should be no diversion of such taxes 
in any degree to any other purpose.

“Gasoline taxes should not be so high as to en­
courage evasion.”

And there is a paragraph favoring reciprocity 
among the states in favor of commercial motor car 
users.

No agreement was reached regarding the length 
of motor vehicles and weight of loads. A maximum 
height of 12 feet six inches and a maximum width 
of eight feet were agreed upon; and also a para­
graph that, wherever changes may be made by a 
state affecting existing equipment, a reasonable 
period should be allowed to wear out such equip­
ment.

An earnest effort was made by the highway users 
to reach an agreement with the railroads regarding 
lengths and weights, but without success. Of course, 
these are the principal factors in determining the 
size of a pay load. The railroads finally stated their 
position on these points as follows:

“Believing that weights and lengths are matters that 
should be left to the proper State regulatory authority, 
as they may find to be in public interest, the railroads 
are unable to make any definite recommendations for 
uniform application.”

The highway users’ recommendation was worded 
as follows:

"The recommendations of the Highway Users for 
weights and lengths are those adopted November 17, 
1932, by the American Association of State Highway 
Officials and the U. S. Bureau of Public Roads for the 
purposes of: (a) establishing one of the fundamental 
prerequisites of highway design; (b) promoting effi­
ciency in interstate operation of motor vehicles; (c) 
securing safety in highway operation; (d) removing 
undesirable equipment and operations from the high­
ways; and (e) stabilizing on a definite basis the 
many relationships between the highway and the mo­
tor vehicle. The Highway Users urge the acceptance 
of the entire code.”

This code briefly provides for a maximum length 
of 35 feet for a single vehicle, 45 feet for a com­
bination of vehicles, and a maximum wheel and 
axle load limit of 8,000 and 16,000 pounds re­
spectively.

The highway users’ representatives believed that 
the code of specifications adopted by the American 
Association of State Highway Officials is fair and 
reasonable both to the public and industry, and 
amply protects the roads and road users. This code 
has been approved by

(a) The American Association of State Highway 
Officials;

(b) The U. S. Bureau of Public Roads;
(c) The National Grange;
(d) The U. S. Chamber of Commerce Committee on 

Competing Forms of Transportation; and
(e) The American Automobile Association.
Despite the approval of this code by these vari­

ous public agencies interested in the welfare of the 
public as W'ell as the highways, the railroad repre­
sentatives not only refused to agree to these speci­
fications but refused to state in the report what 
specifications they recommended. This is incon­
sistent with the statement in the declaration of policy 
that “The supreme test must always be the interest 
of the public.”

That these specifications are fair and reasonable 
alike to the private car user of the road as well as 
to the commercial user and also amply protect the 
highways, is not only amply demonstrated by the 
approval of these five public bodies and associa­
tions, but also by the fact that the present codes of 
at least 39 states in this country provide for a longer 
combination of vehicles, and the codes of at least 
24 states for heavier loads, than those specified in 
the highway officials’ code.

From the attitude of the railroad representatives 
regarding lengths of vehicles and weight of loads, 
it would seem that the railroads desired to impose 
drastic and unreasonable restrictions on highway 
transportation—one of the cheapest and most con-
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Venient forms of modern transportation.

The major purpose of the Joint Committee was 
to avoid unseemly controversy between the rail­
roads and the highway users. This result cannot be 
accomplished unless the railroads cease their attacks 
upon legitimate highway use. The interests of the 
public in improved transportation and in cheaper 
transportation should be recognized by all parties.

2. The National Transportation (Coolidge) 
Committee’s Report

This committee was appointed on September 27, 
1932, by a nationwide group of insurance companies 
and savings banks, who were all large holders of 
railroad securities, and groups vitally concerned 
with the welfare of the nation’s railroads. The late 
Calvin Coolidge was Chairman of this committee 
until his death. Bernard M. Baruch, Alexander 
Legge, Clark Howell and former Governor Alfred 
E. Smith were the other members of this committee. 
Those interested in the creation of this committee 
as well as the standing of its members presaged a 
fair and unbiased report from a railroad viewpoint.

The report of the committee was published on 
February 15, 1933, and it is regarded as one of the 
fairest and most comprehensive considerations of 
the controversy between the railroads and the high­
way users.

The conclusions of the committee follow; they 
require no adornment. (For the purpose of empha­
sis, we have italicized the portions of the conclu­
sions in which the highway users are particularly 
interested.)

“I. The railroad system must be preserved. Changed 
conditions require new policies but not abandonment 
of railroad regulation. The development of regulation 
and of new methods of transport make it unnecessary 
for Government further to create and foster competi­
tion with or among railroads as a defense against 
monopoly. That is an expensive and ineffective attempt 
to do indirectly what Government has shown its ability 
to do directly. Regulation is sufficient. Government 
policies should he freed of any purpose either to favor 
or to handicap any form of transportation with relation 
to any other form. Fe cannot solve the problem on 
the theory upon which horses are handicapped in a 
race. In a fair field and no favor competition should 
be permitted to decide the result. Regulation should 
not attempt to ‘run the business’ of transportation. 
It should concentrate on protecting the public against 
discrimination and extortion and on requiring the most 
efficient service at the lowest competitive cost.
"(1) Parallel lines and systems are wasteful and un­

necessary. Regional consolidations should be hast­
ened and, where necessary, enforced, looking 
eventually to a single National system with regional

■40-

divisions and the elimination of all excess and ob­
solete lines and equipment. Neither holding com­
panies nor any device should be permitted to hinder 
consolidation or evade the letter or the spirit of 
regulatory law.

(2) Unprofitable railroad services should be replaced 
by cheaper alternative transport methods.

(3) Railroads should be permitted to own and operate 
competing services, including water lines, but regu­
latory jurisdiction should be extended to water 
rates and practices in coastal, inter-coastal and lake 
shipping to relieve commerce of present chaotic 
conditions. Congress should promptly clarify its 
intention on the long-and-short-haul clause of the 
Transportation Act.

“(4) Government assumption of all or part of the costs 
of inefficient competing transport as a defense 
against monopoly is r;o longer warranted and should 
be abandoned. As a general principle inland water­
ways should bear all costs of amortization, interest, 
maintenance and operation of the facilities for 
their navigation. If they cannot bear such charges 
and compete with other forms of transport, they 
should be abandoned. The St. Lawrence Waterway 
should be tested by this rule of self-support and 
if it fails in that test the pending treaty with 
Canada should not be ratified. Governmental com­
mercial operation of the actual facilities of trans­
portation, such as barge-lines, should not be con­
tinued.

“(5) Automotive transportation should be put under 
such regulation as is necessary for public protection. 
It should bear its fair burden of tax but only on a 
basis of compensation for public expenditure on its 
behalf, plus its share of the general tax load. Neither 
tax nor regulation should be applied for any pur­
pose of handicapping the march of progress for the 
benefit of the railroads. . . .

“(6) Wages and working conditions of labor in trans­
portation are determinable by established proce­
dure in another forum and are not within the scope 
of this inquiry. There should be no heavier burdens 
on the railroads in employing labor to operate 
automobiles than on their competitors. In the rail­
roads (as in other industries) rates, capitalization, 
salaries and wages must all follow changing eco­
nomic conditions, but none should be sacrificed for 
the benefit of others. . . .

”(7) Beacons, weather service and similar auxiliaries 
to air traffic should be maintained at public ex­
pense, and air transport should be encouraged dur­
ing its development stage but we believe that every 
such service should ultimately pay its own wav.

“(8) The Committee has no recommendation to make 
on pipe lines. . . .

“II. The policy of trying to appraise railroad proper­
ties on some selected basis of valuation and then say­
ing that they are entitled to earn a fair return on 
this appraisal should be reconsidered. Where competi­
tion with trucks and other methods exists, it will 
determine rates. In other cases rates must be regulated,
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but the basis of costs of operation under efficient 
management is a better general guide than any at­
tempt to preserve capital structures regardless of 
economic trends. We see no reason why the rate-making 
rule should not say in plain English that railroads 
are entitled Io make a reasonable profit based upon 
costs of efficient operation and that they are not 
entitled to earnings merely to preserve present struc­
tures if overcapitalized. . . .

‘’III. The railroads should do much that they have 
not done to improve their condition without any Gov­
ernment help at all. They should promptly be freed 
of all unnecessary restrictions on the doing of it. It 
has been estimated that less than a 20 per cent in­
crease in traffic would put most of them on an earning 
basis. In view of the narrowness of this margin of 
loss and of the very great savings possible in rail­
road operation, we regard their outlook as far from 
hopeless. . . .

“(a) Railroads should adopt the, competing methods of 
which they complain.

"(b) Railroads should cooperate to reduce competitive 
expense.
(1) Unnecessary services should be abandoned.
(2) Metropolitan terminals should be consolidated 

and unnecessary facilities scrapped.
(3) Circuitous haulage should be eliminated.

“(c) Financial management should be improved.

“(d) Transport methods and equipment should be 
brought up-to-date.

“(e) In view of what could be done by better manage­
ment, the general outlook seems far from hopeless.

“IV. Regulatory jurisdiction should be extended to 
the whole National transportation system but applied 
only to the extent necessary for public protection. The 
existing regulatory mechanism of the Interstate Com­
merce Commission is adequate and should be improved 
by reorganization without expansion or increased ex­
pense.

“V. Emergency Recommendations.
“(1) Corporate reorganization can and should be facili­

tated by revision of the bankruptcy procedure.
“(2) The recapture clause should be repealed retro­

actively.
“(3) The statutory rule of rate-making should be re­

vised.
“(4) ‘Adequate security’ does not necessarily mean 

'marketable collateral.’ ”

Governor Alfred E. Smith stated that, while he 
was in substantial agreement with the greater part 
of the committee’s report, he desired to file a sup­
plemental memorandum to state “my conclusions in 
my own language, placing the emphasis where I 
think it belongs.” He says in part:

“As to competition by motor trucks and buses, the 
testimony given before us does not indicate to me that 
the competition is at this time as serious a menace to 
the railroads as they claim to be. Interstate trucks and 
buses as yet carry only a comparatively small part 
of all freight and passengers. On the other hand, it is 
unquestionable that this form of transportation will 
soon be used more and more, because it is economical 
and efficient. In a number of cases, buses and trucks 
have actually relieved the railroads of burdens on 
short hauls, and have enabled them to cut down train 
service where these could not possibly pay.”

3. The Railroads’ National Legislative 
Campaign

About two years ago at a meeting in New York, 
the Association of Railway Executives adopted a 
declaration of policy favoring legislation restricting 
the operation of trucks on the highways and the 
imposition of higher license fees. Since that time, 
the railroads have effected a powerful organization 
to introduce and sponsor restrictive truck legisla­
tion in all the states, have had active lobbyists at 
work and have spent immense sums of money in a 
colossal propaganda campaign.

Within the past three months 41 state legislatures 
have been in session as also our national Congress. 
In every one of these state legislatures and also in 
Congress the railroads have introduced every con­
ceivable kind of measure to regulate, tax, and other­
wise hamper and impede highway transportation. 
As many as 33 bills affecting highway users were 
introduced in a single state legislature.

The Texas law is a case in point: the railroads 
had this act passed about two years ago under 
which a truck in the State ol Texas may not carry 
more than 7,000 pounds unless it is going to or 
returning from a railroad delivery point, when it is 
permitted to carry not more than 14,000 pounds.

So extreme and ridiculous were some of these 
regulatory measures that a member of the Georgia 
Senate, holding the mirror up to the railroad repre­
sentatives, suggested a bill reading as follows:

“That a brakeman carrying a bell by day and a 
lantern by night lead all trains across crossings; that 
railroad time tables be printed in understandable 
form; that locomotives be electrified in cities of more 
than 10,000 population to abate the smoke nuisance; 
that conductors smile when they answer questions; 
that infants in arms be barred from passenger 
cars, but dogs and other animals be admitted; that 
it be made a misdemeanor to serve eggs more than 
one day old on Pullmans; that upper berths be abol­
ished; that trains crossing streams wider than 25 feet 
be equipped with lifeboats and life preservers, that 
trains be limited to 15,000 pounds in weight, six feet 
in width, nine feet in height and forty feet in length, 
and that they be required to stop anywhere when 
flagged by hitch-hikers.”
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The National Transportation Committee stated 
that automotive transportation is here to stay; that 
it is an advance in the march of progress; and that 
restrictions cannot he invented for the benefit of 
railroads.

A moment’s reflection on this statement will show 
its truth. Compare the highways of today with the 
highways of some 15 to 20 years ago. Highway de­
velopment within this period has been one of the 
outstanding achievements of our country. It is esti­
mated that within the past decade governmental 
expenditures in highway construction have approxi­
mated 15 billion dollars. Hard surfaced highways 
have necessarily produced fundamental changes in 
our economic life and have inestimably aided 
commerce. New sections have been thrown open 

to farming, trucking and other 
agricultural enterprises; the 
means and methods of educa­
tion have been expanded and 
newspapers, magazines a n d 
books are promptly delivered; 
perishable farm products now 
have a ready means of delivery 
for the next morning’s con­
sumption over a wide area; 
dairies and cattle farms have 
profited and numerous private­
ly operated carriers are using 
the highways in the delivery of 
groceries, meats, milk, bread, 
refrigerated products and a long 
line of commodities over a very 
wide expanse of territory. Ex­
pensive crating and packing are 
no longer necessary on less 
than carload shipments. Perish­
able commodities are being de­
livered without damage result­
ing from delayed transporta­
tion and without the necessity 
for special icing or refrigera­
tion. Merchants are also spared 
the expense of carrying large 
inventories.

A few of the salient facts why 
motor transportation should not 
be restricted beyond the limits 
advocated by the highway users 
in the joint recommendation are 
these:

(1) Highway users are now 
paying more than a billion dol­
lars a year for special taxes, 
compared with $8,192,253 paid 

in 1913. The railroads are now paying approxi­
mately only $300,000,000 a year, compared with 
$122,005,000 paid in 1913.

(2) There are less than 1,300,000 railroad em­
ployes in this country compared with 4,000,000 
persons gainfully employed in connection with the 
manufacture and operation of motor vehicles.

(3) Motor transportation is the cheapest, quickest 
and most convenient form of transportation for less 
than carload shipments up to a distance of from 
200 to 300 miles. For instance: within four years 
motor vehicles reduced the price of carrying milk 
for a distance of 100 miles in the vicinity of Chicago 
from 36 cents per hundredweight to 12 cents per 
hundredweight.

(4) It is estimated that 45,000 communities in 
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this country containing approximately 10 per cent 
of our population are without railroads and entire­
ly dependent upon motor transportation.

(5) About 85 per cent of the 3,000.000 motor 
trucks in use today are privately owned—a large 
proportion by farmers.

(6) The chief of the United States Bureau of 
Roads testified under oath that trucks meeting the 
specifications of the State Highway Officials (which 
specifications are advocated by the highway users) 
do not damage the highways.

(7) Trucks constitute about 13 per cent of the 
motor vehicles using the highways and pay approxi­
mately 27 per cent of the special taxes paid by all 
motor vehicles.

(8) The depression and not the trucks is the 
cause of the railroads’ present predicament. The 
Interstate Commerce Commission stated that during 
the peak traffic year of 1929 only 4.2 per cent of 
the inland freight of the country was carried inter 
cities by motor trucks.

(9) Although commodity prices have been re­
duced below the 1913 level, railroad freights are 

today from 50 per cent to 100 per cent higher than 
they were in 1913.

The National Transportation Committee by rea­
son of the method of its creation and its personnel 
was fairly disposed toward the railroads and pri­
marily had the best interests of the railroads in 
mind in preparing its report. But the Committee 
stated that automotive transportation is an advance 
in the march of progress and that neither taxes nor 
regulation should be applied to automotive trans­
portation for any purpose of handicapping the 
march of progress for the benefit of the railroads. 
The railroads should heed this injunction. If they 
persist in their present legislative campaign of 
endeavoring to impose unreasonable and unwar­
ranted restrictions upon automotive transportation, 
they will spend a vast sum of money without im­
proving their own position and will handicap two 
of their best customers and provoke resentment 
and retaliatory measures resulting in the further 
taxation and restriction of their own operations— 
all of which will be to the detriment of the public 
interest.
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The motor truck—competitor or ally?
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The President’s Annual Report for 1932
The text of the President’s Annual Report to the Stockholders is reproduced in 
this issue for the benefit of those readers of The Texaco Star who may not have 

received a copy of the original. Lack of space makes it necessary to omit the tables.

New York, April 8, 1933.
To the Stockholders of
The Texas Corporation:

We submit herewith Annual Report of The Texas 
Corporation and its subsidiary companies for the 
year ended December 31, 1932. The consolidated 
balance sheet and income account include the In­
dian Refining Company and Texaco Salt Products 
Company, not previously consolidated. Inventories 
are carried at cost, lower than market.

Operations for the year resulted in a loss of 
$2,161,840.89, or 80.22 per share as against 89,954,- 
478.47, or $1.01 per share, in 1931.

Net current assets are 8133,426,320.05, equiva­
lent to $13.54 per share of outstanding stock. Cur­
rent assets are 5.8 times current liabilities. We had 
no bank loans. Operating and general expenses in 
1932, exclusive of Indian Refining Company and 
I exaco Salt Products Company, were reduced 811,- 
629,071.93, or 11.7%. Dividends amounting to 
81.00 per share were paid out of previously earned 
surplus.

Expenditures for plant account, including re­
placements, amounted to $13,042,951.55.

Income before interest charges, reserves and re­
tirements was equivalent to 5.5 times the interest 
charges of the year.

As of October 1, 1929, The Texas Corporation is­
sued $100,000,000 5% bonds due October 1, 1941. 
Sinking fund provision calls for redemption of 
$5,000,000 par value annually beginning October 1 
1935.

California Petroleum Corporation has two bond 
issues; one $12,000,000 5*/2%, dated November 1, 
1926, due November 1, 1938, with annual sinking 
fund requirement of $600,000; and an $8,000,000 
5% issue, dated February 1, 1927, due February I, 
1939, with annual sinking fund requirement of 
$400,000.

Sinking fund requirements have been provided 
for as follows; I he Texas Corporation 5s through 

the year 1935; California Petroleum Corporation 
514s through the year 1933, and the 5s to and in­
cluding May 1, 1935.

Indian Refining Company issued $3,500,000 
5%>% Gold Notes June 2, 1930, which were due and 
paid at maturity, December 1, 1932.

Therefore, of original bond issues aggregating 
$123,500,000, $16,100,000 had been retired as of 
December 31, 1932, of which $11,100,000 were re­
tired in 1932.

In addition, there were on hand $265,000 par 
value California Petroleum Corporation 5‘/2s and 
$177,000 par value 5s available for sinking fund 
purposes but which have not yet been cancelled and 
applied thereto.

Bonds retired in 1932 will reduce annual interest 
charges $578,500.

Together with several other large units of the 
refining industry, we purchased during the year 
stock in the Hydro Patents Company, which controls 
the Hydrogenation Process in this country. It is a 
process that has been developed for converting low- 
grade petroleum products into gasoline and other 
refined products by hydrogenation.

We have completed the purchase of all of the 
outstanding capital slock of the International Refin­
ing Company, a Montana corporation. Also a sub­
stantial interest was acquired in Societe des 
Raffineries de Petrole de la Gironde by purchase of 
stock through our French subsidiary. \ refinery 
under construction al Bordeaux al the time has been 
completed and pul into operation.

Producing

Gross crude oil production from wells operated 
by the Company aggregated 32,787,863 barrels. Our 
net interest in this, plus oil produced by others for 
our account, amounted to 28,453,759 barrels, a de­
crease in 1932 of 1.022.269 barrels, or 3.5%.

We endeavored during the year to confine our 
activities to the necessary development of the prop-
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erties, confining drilling so far as possible to direct 
offset wells and lease obligations.

Our reserves have been materially increased, par­
ticularly by developments in the following pools in 
Texas:

Conroe Pool, Montgomery County
North Government Wells Pool, Duval County 
Escobas Pool, Zapata County
Thompson Dome, Fort Bend County 
Manvel Pool, Brazoria County

and, in addition, Lake Barre Dome in Louisiana.

In the \ an Pool, \ an Zandt County, Texas, our 
percentage share in the unitized production, because 
of revised appraisal of interests, has increased from 
4.5% to 8.5%.

Proven and undeveloped acreage held by the 
Company in the United States amounts to 4,939,601 
acres.

Pipe Lines

lotal receipts by our pipe line system amounted 
to 54,530,319 barrels.

New investment in pipe lines was of a relatively 
minor character. A total of 175 miles of line were 
laid, very largely of salvaged pipe. Principal in­
stallations consisted of:

f acilities for the movement of oil from 
Port Barre Dome in Louisiana to our 
water terminal at Baton Rouge,

Station and pipe line out of Conroe into 
Houston,

Station and gathering lines at Manvel, and 
Thirty-four miles of loops in the Shreve- 

port-Port Arthur line, which enabled us 
to lease one of these lines on satisfac­
tory terms to another company for a 
three-year period.

Refining

Crude runs to stills increased 1.5%. Gasoline 
yield averaged 50.3%, as compared with 51.1% in 
1931. Total United States industry yield in 1932 
was 44.7%. The slight reduction in our percentage 
yield was due to the introduction of Texaco Fire- 
Chief Gasoline, a superior product. Successful re­
search activities contributed to the improvement. 
Continuous and intensive research work is carried 
on to constantly develop and maintain the highest 
possible quality of products.

Sales

While consumption of petroleum products, world 
over, suffered some decline, our volume has been 
maintained a little above the average. We think that 
quality of the product and the advertising are re­
sponsible in a large degree for the results.

Material savings in marketing and operating ex­
penses were effected by further coordination of 
transportation facilities.

We have practically completed bulk-oil installa­
tion programs in the Philippines, China, Austral­
asia, South America and Africa, in addition to 
which we have made much progress in the develop­
ment of inland waterway deliveries here in the 
States.

Marine

The Marine Department has experienced the most 
successful year from the standpoint of volume and 
efficiency. The Company’s fleet, ocean-going and in­
land, was operated practically to full capacity. A 
new 10,000-ton motor tanker was acquired at an 
exceptionally low price.

Railway Traffic

Due to the decline in sales volume and extension 
of water deliveries, tank cars in Company service 
decreased 18.9%. Tank car loadings decreased 
11.8%. At the end of the year we had 1,831 leased 
cars, and owned 4,753, a total of 6,584 cars.

Sulphur

Reduced sales of sulphur here and abroad con­
tributed to a substantial reduction in our revenue 
from sulphur operations.

General

Conditions and results in the industry continue 
unfavorable, gasoline consumption in the United 
States declining about 7.5% in 1932, and outside 
of the United States about 2.0%, with volume re­
maining, however, at about that of 1929; a favor­
able condition that does not prevail in other major 
industries.

The long continued depression has brought com­
modity prices on the whole, in the United States, 
down to 68.0% of 1929 average, and to approx­
imate the prices of 1879, the low year of the depres­
sion of the ’70’s.

The chief causes of the demoralization in the oil 
industry are: first, the high gasoline taxes, the eva­
sion and underselling by many, carrying down the 
market prices below costs of those who pay; second, 
disregard by a few crude oil producers of the con-
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servation and proration authorities and their orders, 
particularly in the fields of East Texas, Panhandle 
of lexas and Oklahoma City, where the inability 
and inefficiency of the enforcement authorities have 
resulted in a few producers running their wells at 
high flow, while well over 95% of the producers, 
either voluntarily in an effort to support conserva­
tion and stabilizing efforts, or by force of the laws, 
have been compelled by Commissions’ orders to re­
strict their production, and as a consequence have 
suffered severely in quantity production, drainage 
and price. The so-called illegal production has for 
some time exceeded the production of all the eight 
producing states east of the Mississippi River, and 
as of this date exceeds the total of these states with 
Kansas, New Mexico, Colorado, Wyoming and 
Montana.

Strenuous efforts by the industry and by the legis­
latures and executives of these two states are now 
being made to endeavor to correct this condition, 
and more intensive efforts are being made to prevent 
the gasoline tax evasion.

fhe activities of the railroads in initiating and 
supporting legislation to restrict size and activity of 
trucks and increase taxes on use of same are con­
tributing to the reduction in gasoline consumption.

Approximately 2,100,000 less automobiles and 
trucks were registered in the United States in the 
year 1932 than in 1929.

Taxes

Taxes in 1932 aggregated $56,037,652.66. Gaso­
line and lubricating oil taxes, including the Federal 
excise taxes effective June 21, 1932, amounted to 
$49,831,500.35 in 1932. The new Federal tax alone 
for the period it was in effect totaled 87,164,425.92, 
adding an additional burden on the Company and 
its customers at an annual rate of approximately 
$14,000,000.

The oil industry is undoubtedly the most heavily 
taxed industry and I urge upon each of you, in the 
interest of your Company, opposition to any further 
tax and assistance in effecting reductions in the 
present taxes.

It has been the practice of The Texas Company 
and The Texas Corporation from the beginning to 
carry its properties at cost, exercising every care and 
supervision in construction and acquisitions to see 
that the costs were as low as could possibly be at­
tained. None of our properties has ever carried any 
appreciation. We believe, even under present con­
ditions, that our book values are very conservative.

The full rate of depletion and depreciation al­

lowed under regulations of the Internal Revenue 
Bureau was charged this year, as in the past. The 
total of all property subject to these charges is now 
depreciated 53%. At the same time the properties 
have been maintained at a high standard of condi­
tion and efficiency. All intangible development costs 
were charged to current expenses as heretofore.

When we acquired control of the California Petro­
leum Corporation in 1928, in order to bring its 
records into accord with our accounting policy and 
practice, we charged off $24,172,728.10, as follows:
Adjustment of book values (before de­

pletion) of proven and prospective oil 
and gas lands and leases  $15,981,788.68

Additional cost depletion sustained  4,489.888.45
Capitalized book investment in stock of cer­

tain subsidiaries in excess of net worth at 
time of acquisition  2.802 447.35

Adjustment of plant accounts of Montana 
and Wyoming subsidiaries to physical in­
ventories  '  623,676.74

Miscellaneous adjustments  274,926.88

When, early in 1931, we acquired control of the 
Indian Refining Company, we charged off $6,813,- 
282.81, as follows:
Appreciation of physical properties pre­

viously capitalized  § 1 275 824.65
Adjust value of physical properties to inven-
. j’"7 , . . 1.206.791.51

Adjust depreciation reserve account insuffi­
cient depreciation previously taken 4,330,663.65

Distribution of Stock

On December 31, 1932, there were 89,716 stock­
holders, an increase during the year of 4,634. The 
distribution at the close of 1932 was as follows:

Brokers 
Men Stockholders
Women Stockholders
Corporations and Banks ... 
Fiduciaries and Estates

Number

483 
53,193 
32,086

1.403 
2,551

Shares I’ereentage ..f 
Stock

656,404 6.66%
4,342,258 44.08%
2.212,297 22.46%
1.091.950 11.08%
1,548,327 15.72% 

89,716 9,851,236 100.00% 

Employes’ Stock Purchase Plan

The Company was among the first to allot its 
stock to employes on a deferred payment basis and 
allotments had been made prior to 1919. Under the 
Plan for Employes, adopted in 1919 and revised in 
1929, allotments were made annually through 1930. 
The Plan as revised provides for allotments from 
lime to time and that the Company’s participation 
in the cost of the stock shall be limited to 15% of 
the net earnings in excess of 6% on the average in­
vested capital for the preceding year. Under this 
provision there was no contribution by the Com­
pany in 1931 and 1932, and no stock has been 
offered to employes since 1930.

The Plan is operated through a Trustee, who 
holds the stock until fully paid for. Prior to 1930,
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the Trustee financed the purchase of stock for allot­
ment partly through bank loans and partly by ad­
vances from the Company; since then the Company 
has advanced all of the required funds.

1 he amount now owing to the Company by the 
Irustee, SI 1.212,176.13, represents advances made 
by the Company in 1930 and prior thereto for the 
liquidation of bank loans and purchase of stock, 
less amounts collected on employes’ stock pur­
chase contracts. No stock has been purchased by the 
I rustee since 1930. Employes’ stock purchase con­
tracts now outstanding comprise balances owing 
on allotments made in 1928, 1929 and 1930, and 
stock now held by the Trustee includes the unal­
lotted remainder of purchases made in 1930 and 
prior thereto, plus allotments cancelled or sur­

rendered. The stock held by the Trustee, allotted 
and unallotted, aggregates 292,205 shares.

Amounts owing to the Company by the Trustee 
were included in the balance sheet in the item of 
accounts receivable through 1929. Thereafter, the 
Trustee having discharged all bank loans, the item 
was shown separately as Loans Secured by Market­
able Securities. During 1932 the required install­
ment payments on employes’ stock purchase con­
tracts were reduced from $1.00 to $0.25 per share 
per month, consequently extending the time of pay­
ment. Under present conditions it has been deemed 
advisable to remove this account from current as­
sets, in the balance sheet.

By order of the Board of Directors,
R. C. HOLMES, President.

Pipe Lines

JN Joseph E. Pogue’s study, Economics oj Pipe- 
Line. Transportation in the Petroleum Industry, 

in 1932, which is a complete and interesting study, 
he reaches the following conclusions:

The principal economic features of pipe-line 
transportation, as developed in the foregoing sec­
tions, may be brought together in summarized form 
as follows:

1. The oil pipe-line system of the United States is an 
integral part of the petroleum industry. It has 
been developed in practically its entirety by re­
finers as a means for insuring the required supply 
of raw material and, therefore, serves a broader 
economic function than that of transportation 
alone.

2. The cost of pipe-line transportation is lower than 
that of freight haulage by railroads, and the pipe­
line system, therefore, constitutes a superior form 
of transportation for liquids in bulk.

3. I he pipe lines are under the supervision of the 
Interstate Commerce Commission, and as com­
mon carriers are bound by law to charge reason­
able rates and offer adequate service.

4. Recent developments in the petroleum industry 
(unit operation of oil pools and proration) have 
established the principle of ratable takings from 
individual leases, which automatically prevents 
any discrimination as between shippers from the 
single pool.

5. The Commodities Clause of the Act to Regulate 

Commerce was passed by the Congress twenty-six 
years ago to dissociate the railroads from the op­
eration and control of the anthracite coal fields 
of Pennsylvania; the concentrated occurrence of 
that commodity in a single area created a unique 
situation of potential monopoly having little anal­
ogy to the far-flung and ever-shifting sources of 
crude oil supply.

6. The recent proposal to apply the Commodities 
Clause to pipe lines arises from the economic dis­
tress caused by the depression, rather than from 
any malfunctioning of the pipe-line system itself.

'. '1 he divorce of ownership of the pipe-line system 
from the oil industry would be a complicated and 
disruptive process, and its complete accomplish­
ment would involve a difficult, if not impractica­
ble, financial operation creating additional debt.

8. I he benefits to be derived from such action are 
not clearly defined nor assured; the results are 
more apt to be unproductive of betterments and 
in directions unanticipated by the proponents of 
the change.

9. In short, the present system is functioning ade­
quately; sufficient authority for any needed regu­
lation is lodged with the Interstate Commerce 
Commission; the reasons offered for dissociating 
the system from the oil industry are based upon 
an erroneous diagnosis; the proposed change 
could be effected only at great cost; and the eco­
nomic consequences could not be counted upon 
to be constructive.
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Consolidated Balance Sheet
THE TEXAS CORPORATION and SUBSIDIARY COMPANIES

ASSETS
Current Assets:

Cash
Marketable Securities (at Cost)  

(Market Value, $11,792,403.10)
Loans Secured by Marketable Securities
Notes Receivable, less Reserve  
Accounts Receivable, less Reserve  
Inventories:

Merchandise, Crude and Refined Oils (at Cost.
lower than Market)  

Materials and Supplies
Other Current Assets

Employees’ Stock Purchase Plan (The Texas Corporation 
Capital Stock and Contracts held by Trustee). . .

The Texas Corporation Capital Stock held in Treasury 
(at Cost), 364,819 Shares

Permanent Investments:
Non-Affiliated Companies
Affiliated Companies

Sinking Funds
Fixed (Capital) Assets:

Properties, Plant and Equipment:
Lands, Leases, Wells and Equipment  
Oil Pipe Lines and Tank Farms
Refineries and Terminals  
Tank Cars and Other Railroad Equipment  
Ships and Marine Equipment............................................ . ’
Sales Stations, Facilities and Equipment  
Miscellaneous

Patents and Trade-Marks

Less Reserves for Depreciation, Depletion and Amor­
tization 

Prepaid and Deferred Charges:
Exchange Fluctuations on Current Assets of Foreign 

Subsidiaries..................................................................................
Other Prepaid and Deferred Charges

LIABILITIES
Current Liabilities

Notes Payable  
Accounts Payable  
Accrued Liabilities .............................................. /
Dividend Payable January 1st

Funded and Long Term Debt:
The Texas Corporation:

5% Convertible Sinking Fund Gold Debentures, 
1941  

California Petroleum Corporation:
»'A%> Convertible Sinking Fund Gold Debentures, 

1938
5% Convertible Sinking Fund Gold Debentures.

1939
Purchase Obligations

Deferred Credits
Capital and Surplus of Minority Interests  
Common Capital Slock (Par Value $25.00)

Surplus :
Capital Surplus Paid-In
Earned Surplus:

Appropriated for Exchange Fluctuations on Cur­
rent Assets of Foreign Subsidiaries

Unappropriated  

tAt Market, lower than Cost.
•The Indian Refining Company and Texaco Salt Products Company

December 31, 1932 
$ 26.402.446.54

10,779,113.04

December 31. 1931* 
$ 21,109.142.24 

10,724,587.58

11.719.418.95 
5.409.411.03

28,956,128.48

Inc. or Dec.
+ $ 5.293.301.30
+ 54,525.46

- 11,719,418.95
+ 68,688.64
- 3,716,948.99

5.478.099.67
25,239,179.49

86.559,253.57 t98.072.791.81 - 11.513.541.27
5.494.945.78 5.823.352.01 - 328.406.23
1.001.271.79 620.127.75 + 381.144.01

SI 60.95,1.309.88 $182.434.962.88 — $21,480,653.00

$ 11,212,176.13 .............................. +$11,212,176.13

6,002,890.49 ............................... + 6.002,890.49

21.490.853.92 21.626.098.89 - 135,244.97
J 7.993.340.04 22.503.519.26 - 4.510.179.22

8 39,484.193.96 $ 44.129,618.15 -$ 4.645,424.19
$ 620,125.00 $ 1,385,000.00 -$ 764,875.00

$180,755,884.47 $187,390,090.81 -$ 6,634.206.34
78,751.710.94 79,977.017.68 - 1,225,306.74

148,448,165.19 138,502.012.81 + 9,946,152.38
9,855,046.33 9.859.252.12 - 4.205.79

34,065.388.36 33.678.414.20 + 386.974.16
113,277,320.35 105.550.832.46 + 7,726.487.89

4.108.331.58 2,761.320.72 + 1.344,010.86
$569,261,847.22 $557,721.940.80 +$11,539,906.42

1.293.285.61
$570,555,132.83

352,040.80 + 941.244.81
$558,073,981.60 +$12,481,151.23

283,918.010,56
$286,637,122.27

256.354,246.03 + 27,563.764.5.3
$301,719,735.57 -si 5.082.613.30

$ 5,967,104.78 $ 4,558,953.62
9,101,255.34

+$ 1.408,151.16
8.876.947.43 224.307.91

$ 14,844.052.21 $ 13.660.208.96 +$ 1.183.843 25
$519,754,869.94 $513.329,525.56 -$23,574,655.62

$ 488,896.89
19,840,177.91
4,736,099.65

$............................
16,802,587.08
5,220,250.48

+$ 488,896.89
+ 3.037.590.83
— 484,150.83

2.462.815.38 4.925.620.75 - 2.162.805.37
$ 27.527, 989.83 $ 26.948,458.31 +-s 579.531 5>->

$ 95,000.000.00 $100,000,000.00 -$ 5.000.000.00

7.800.000.00 9.000.000.00 - 1.200.000.00

4,600,000.00 6.000,000.00 — 1,400.000.00
2.404,744.55 2.845.877.34 411.132.79

$109,804.744.55 $117,845,877.34 -$ 8.0II. 132.79
$ 1,451,877.62

337,176.36
246,280,900.00

$ 1,415,774.03
11.852.15

216,280.900.00

+$ 6.103.59
+ 295,323.91

$ 49,377,740.20 $ 48,118.196.46 +$ 1.229,513.71

5,967,104.78
79.007.336.60

4.558,953.62
98,059.513.35

+ 1.408.151.16
- 19.052.176.75

$134,352,181.58 $150,766,663.43 — $16.41 1.181.85
$519,754,869.94 $5 43,329,525.56 — $2.3.57 4,655.62
ot consolidated in 1931 Balance Sheet,
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Consolidated Income and Earned Surplus Account

C' r\ < • • 9 " 1931* inc or Dec
Gross Operating Earnings  $137,369,695.00 $138,827,076.26 -$ 1,457,381.26

Operating Charges:
Operating and General Expenses  $ 92,657,484.98 $ 99,442,717.79 -$ 6,785 232 81
VnlXill'n I .......................... 6,206,152.31 6,106,040.91 + ’100,’111.40
Intangible Development Costs  2,716.940.47 2,508.726.78 + 208.213.69

$101,580,577.76 $108,057,485.48 -$ 6,476,907.72
Balance  $ 35,789,117.24 $ 30,769,590.78 +$ 5,019,526.46

Non-Operating Income (Net)  3,161 790 05

Income before Interest Charges, Reserves 
and Retirements  $ 38,950,907.29

Interest Charges:

Interest and Discount on Funded and Long
Term Debt  $ 6,589,233.65

Other Interest............................................... 5X7 725 76

$ 7,106,959.41

Balancc  $ 31,843,947.88

Depletion and Lease Amortization  g 5,386,756.35 
Depreciation, Retirementsand Other Amortiza-

,ion  29,106,585.80

$ 34,493,342.15

Loss for Period  g 2,619.391.27
Loss Applicable to Minority Interests  487,553.38

Net Loss Accrued to Corporation  $ 2,161,840.89
Larned Surplus at End of Previous Year  102,618.466.97

Direct Adjustments (Deductions)  65,272.32

$100,391,353.76

Deduct:
Provision for estimated losses on

Notesand Accounts Receivable. . $ 3,000,000.00
Corporation’s Proportion of Previous 

years’ losses of companies not 
previously consolidated  2,565,650.86

$ 5,565,650.86

4.318.153.69 — 1,156,663.64

$ 35,088,044.47 +$ 3,862,862.82

$ 6,357,955.68
382,109.48

$ 6,740,065.16

$ 28,347,979.31

$ 8,793,289.71

29,727,145.82

$ 38,520,435.53

$ 10,172,456.22
217,977.75

$ 9,954,478.47
135,077,736.99

339,577.17

$124,783,681.35

+$ 231,277.97
+ 135,616.28

+$ 366,894.25

+$ 3,495,968.57

-$ 3,406,533.36

620,560.02

-$ 4,027,093.38

-$ 7,523,061.95
+ 269,575.63

-$ 7,792,637.58
- 32,459,270.02
- 274,304.85

-$24,392,327.59

 +S 3,000,000.00

 + 2,565,650.86

 +$ 5,565,650.86

Total
Dividends Paid or Declared—Cash  

Earned Surplus at End of Year

$ 94,825,702.90 $124,783,681.35
9,851,261.52 22,165,214.38

$ 84,974,441.38 $102,618,466.97

-$29,957,978.45
- 12,313,952.86

-$17,644,025.59
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Four Billion, 695 Million Dollars 
Wasted in 32 Years

Such is the Record of OU Production in the United States

c;

r
c

TO THE engineer 
and economist, 
waste is anathema. This 

is especially true when 
the waste is that of an 
irreplaceable national 
resource such as pe­
troleum. We are easily 
conscious of some of 
the wastes in the petro­
leum industry—the 
wild well burning like 
a torch in a developing 
field—-the huge gas 
flares beside a natural 
gasoline plant. Never­
theless, the most im­
portant wastes in the 
oil industry are those 
that take place day by 
day with little visible 
sign; these are not only 
actual physical wastes, 
but capital and social 
wastes which weaken 
the industry as a whole 
and render it less able 
to defend itself against 
its traducers. In the fi­
nal analysis, most of 
them can be traced to 
the present method of 
producing oil which 
is imposed upon the 
producers of the Unit­
ed States by the system of laws governing oil pro­
duction today.

Let us take an inventory: First there are the vis­
ible wastes—fire losses in the fields, a large part of 
them preventable; losses by evaporation from open 
tankage and earthen storage; waste from leaky pipe 
lines, etc. Much of this physical waste has of late 
years been avoided by improved production prac­
tices. Nevertheless, the fire losses in some cases are 
still heavy, and even as late as 1920 the Bureau of 
Mines estimated that 6.2 per cent of the total pro­
duction in the Mid-Continent fields was lost due to 
evaporation. This loss is, of course, of the gasoline 

content of the oil. its 
most valuable constitu­
ent.

Losses from wild 
wells are sometimes 
very large. For in­
stance, the Lake view 
gusher in the Sunset- 
Midway field in Cali­
fornia produced, flow­
ing wild, several mil­
lion barrels, only a 
part of which was 
saved. Burning wells in 
East Texas, at Smack­
over, in the Oklahoma 
City Pool, and in other 
areas have been re­
sponsible for huge 
losses.

Gas wastage is not so 
noticeable as oil wast­
age because it can be 
blown invisibly into 
the air, but 1,000,000,- 
000 cubic feet per day 
is now being dissipat­
ed, even though the im­
provements in use have 
been very great in the 
last few years. The 
construction of a great 
system of gas transmis­
sion lines and the gen­
eral adoption of re­

pressuring operations have done much to stop the 
previous and much greater waste.

What these wastes have been in the past is indi­
cated by a recent calculation that during the height 
of the Cushing boom, 25,000 barrels of natural gas­
oline were blown into the air every day with the 
wasted natural gas of that field. Besides these oper­
ating wastes, there is also the waste due to wild gas 
wells, of which there have been numerous cases.

These visible wastes of gas and oil are, however, 
accompanied by even more important underground 
wastes, not visible to the eye but vastly more im­
portant to the industry. Gas in an oil field has two 

Losses from wild wells are. very large
EWING GALLOWAr
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TEXACO STAR
important functions, which comprise the following:

1. Dissolved in oil under pressure it increases 
its fluidity and permits the oil to move readily 
through the pores of the sand to the well.

2. The expansive force of its pressure furnishes 
the energy necessary to lift the oil to the surface.

Upon its effective use for 
these two purposes depends, 
in a large measure, the effi­
ciency of the producing oper­
ation. Gas wastage is, there­
fore, oil wastage and also a 
wastage of money in that 
much of the oil which could 
have been lifted by this gas 
will, in the future, have to be 
pumped at added expense. In 
speaking of this problem, Wil­
liam L. Lacey remarks that,— 
‘‘The conservation of natural gas 
in the production of oil is of 
paramount importance. For in­
stance, it is estimated that in 
1927, in one field alone—the 
Burbank Field—gas conserva­
tion would have resulted in the 
production of at least 28,000,- 
000 additional barrels of oil. 
Had pressure control been ap­
plied to this field as a unit, ap­
proximately $36,000,000 of ad­
ditional revenue would have 
been realized in one year from 
the oil which will remain un­
produced because of uncontrolled production methods. 
Also, many wells would have flowed naturally under 
pressure control, and lifting costs would have been re­
duced materially.”

In general, the cost of producing oil by flowing 
with the natural gas pressure is from 35 cents to 
81.00 per barrel less than that produced by 
pumping. It is estimated that for each thou­
sand feet of gas wasted in the oil fields at the pres­
ent time, one-fifth of a barrel of oil is left per­
manently in the producing formation on account of 
its increased density, due to loss of its gas con­
tent, and which cannot be recovered by any known 
commercial method. An additional one-fifth of a 
barrel of oil will have to be pumped out of the 
formation which would have been lifted by the 
natural gas pressure.

There are, then, irrecoverable losses each day in 
the United States of about 200,000 barrels of oil, 
and about 200.000 barrels more will have to be lifted 
at an additional cost of 35 cents a barrel. These fig­
ures for production costs do not, of course, include 
cost of administration, depletion, or depreciation.

Besides these losses due to gas wastage, there are 
also losses due to flooding. In badly completed 
wells, leakage of water around the casing from 
water sands into oil sands results in the flooding of 
producing horizons and the isolation of large quan­
tities of oil within those horizons. It is difficult 

to estimate the losses which 
have been occasioned by such 
faulty practices. They are par­
ticularly likely to occur when 
the price of oil is low, because 
at this time the operator is in­
clined to economize in his cas­
ing program.

Another important wastage 
is that of money invested in 
unnecessarily drilled wells. A 
reasonable estimate is that one 
well in every four is unneces­
sary and that practically all 
the oil that has been produced 
in the United States could 
have been produced through 
75 per cent of the wells 
drilled. During the last three 
years, approximately 49,000 
wells have been drilled. The 
average cost of these has been 
close to $15,000 apiece, so that 
there have been invested in 
drilled wells during this time 
at least 8735.000,000. If our 

assumption is correct that 25 per cent of these wells 
are unjustified, then the industry has invested 8183,- 
750,000 unnecessarily in development during the 
period.

In addition to this wastage, disorderly and over- 
competitive practices in the fields have resulted in 
more rapid development than is economically desir­
able. The result is that fields have come in with peak 
production and fallen rapidly to very small settled 
production.

To move the oil that is produced at the peak, it 
is necessary to build producing and transporting 
facilities far in excess of the average need of the 
field, for the average well under unregulated open 
flow conditions will produce from at least 50 per 
cent to 75 per cent of its ultimate production in 
its first year. If a field is drilled up as rapidly as 
possible, 50 per cent of its total production may be 
brought to the surface in the first year of its full de­
velopment. Pipe lines and gathering systems which 
must be installed to take care of this oil become use­
less within a short period. This is particularly true 
where fields are not prorated, but are permitted to 

Most oil well fires are preventable
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produce wide open, as has been the case in the past.
Had proration not been in effect, East Texas 

would have probably produced at its peak 5,000,000 
barrels a day. It is doubtful if the construction of 
railroad and pipe line facilities and steel tankage 
to move and store this tremendous volume of oil 
could have been financed; and with wells flowing 
wide open, undoubtedly a good part of it would 
have been wasted down the streams or have been 
flowed into open earthen storage where its most val­
uable constituent—gasoline—would have evapo­
rated. If pipe lines had been built to move even one- 
half of this enormous production, most of them 
would have been useless within a short time, with 
corresponding loss to the public and to the industry.

Besides these actual physical and capital wastes, 
the waste of human effort and, in some cases, of 
human life, due to the disorderly practices, is im­
pressed deeply on anyone who has ever visited a 
boom oil field. In the effort to get the oil out, every­
thing is concentrated on the drilling of wells.

Many of these wastes are attributable to our pres­
ent system of competitive production; that is, the 
race to get the oil to the surface before our neighbor 
gets it away from us. However, the uneconomic 
producing practices outlined here are characteristic 
not only of the United States but also of foreign 
countries, in such widely different areas as Rou- 
mania, Russia, Poland, Persia, Dutch East Indies, 
Venezuela, and Mexico.

Let us, then, make a rough estimate of what these 
practices have cost the industry in the United States 
in the past 32 years:

Oil lost due to gas wastage and
flooding—1,250,000,000 barrels
valued at 81.00 a bbl. $1,250,000,000

Oil lost due to disorderly produc­
tion practices—825,000,000 bar­
rels at $1.00 a barrel 825,000,000

Gas wastage—8,500,000,000 M cu­
bic feet at 5c per M cu. ft. 425,000,000

Investment in unnecessary wells 1,995,000,000
Investment in unnecessary pipe

lines and gathering facilities..... 200,000,000

TOTAL ............................ $ 1,695,000,000

★

Wastes in unnecessary duplication in transporta­
tion, manufacturing, and distributing facilities have 
not been calculated in this article, but considering 
the investment in these branches of the industry, 
they are probably of the same order.

Such figures as these should give us pause. There 
seems now, at least within the industry, some pros­
pect of overcoming the prejudice of the elements 
which have in the past obstructed all efforts for the 
conservation of crude petroleum, both by the avoid­
ance of gas and oil wastage and those economic and 
social wastes associated with their production.

The seriousness of the situation at present must be 
apparent when we consider that actual physical 
waste of oil and gas is estimated to be valued at 
$7,000,000 per month, while if we add the cost of 
excess wells and disorderly production practices, 
this figure reaches $12,000,000 per month. The free 
and uncontrolled production of oil and gas can lead 
but to disaster.

The economic waste also runs into staggering 
figures. If we can assume that the average crude oil 
prices in the States of Oklahoma and Texas for 
1929, 1930 and 1931, could be maintained through 
the year 1933, except for the effect of stolen oil in 
the demoralization of markets, through this and 
gasoline tax evasion, we find

That the State of Oklahoma
would gain for the year in
revenues from oil $ 3,271,000

The royalty owner 13,632,000
The producer 92,157,000

in addition to probable better earnings by the re­
finer and marketer. From this can be deducted about 
811,000,000 that it is estimated the consumer within 
the state would pay in higher prices for the prod­
ucts.

In Texas, the figures would be
Gain to the state in revenue $ 3,374,000
Royalty owner 21,093,000
Producer 144,280,000

plus a reasonable profit to the refiner and marketer, 
less a probable increased cost to the consumer with­
in the stale of about $29,000,000.

What the consumer needs is not ridiculously low 
prices but stability of industry, employment and 
purchasing power for the products of his own 
activity.

★
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UNITED STATES

Average 8 years (1925—1932)
Average January 1, 1933
Average February 1, 1933
Average March 1, 1933
Average April 1, 1933

AV ERAGE GASOLINE PRICES IN 50 REPRESENTATIVE CITIES 
AND WEIGHTED AVERAGE CRUDE OIL PRICES

SERVICE 
STATION 

(EX. TAX)
Per 

Gallon

TAX
Per 

Gallon

SERVICE 
STATION 

(INC. TAX)
Per 

Gallon

WEIGHTED 
AVERAGE CRUDE 

OIL PRICE 
IN U. S.

Per Barrel

1918 $.2512 $.0000 $.2512 $1.8156
1919 .2541 .0006 .2547 1.9152
1920 .2971 .0009 .2983 2.9912
1921 .2611 .0020 .2631 1.6219
1922 .2482 .0038 .2520 1.5165
1923 .2106 .0091 .2197 1.3116
1924 .1916 .0148 .2094 1.3749
1925 .2009 .0211 .2220 1.6160
1926 .2097 .0211 .2338 1.7613
1927 .1828 .0281 .2109 1.2148
1928 .1790 .0301 .2091 1.1233
1929 .1792 .0350 .2142 1.2195
1930 .1616 .0379 .1995 1.1686
1931 .1298 .0100 .1698 .6719
1932 .1330 .0463* .1793 .8659
Jan. 1, 1933 .1218 .0516* .1761 .7623
Feb. 1, 1933 .1141 .0515* .1656 .5719
Mar. 1, 1933 .1125 .0515* .1610 .569If
Apr. 1, 1933 .1092 .0515* .1607 .5167f

’Includes 1c Fe ileral Tax since July 1, 1932.

CRUDE PRICES AND GASOLINE PRICES

AVERAGE GASOLINE WEIGHTED
SER MCE STATION AVERAGE

PRICE CRUDE OIL
(EX. TAX) PRICE IN U. S.
Per Gallon Per Barrel

Average 1 1 years (1918—1928) $.2263 $1.5761
Average 8 years (1921 — 1928) .2109 1.4275
Average 10 years (1923—1932) .1781 1.2251

.1720 1.2004

.1248 .7623

.1141 .5719

.1125 .5691 f

.1092 .51671
t Preliminary





DAILY AVERAGE CRUDE OIL PRODUCTION
TOTAL UNITED STATES

(Up to and including April 1)

REFINERY GASOLINE STOCKS 
LAST OF EACH MONTH

IN UNITED STATES

As of January 31

ACTUAL VS. API. RECOMMENDATIONS 
SHOWN BY DISTRICTS IN 42 GALLON BARRELS 

__WOIANA ILLINOIS L KtNTUCK. "' 
WIS-MCH-UX-INO-M-TCNN-wtJT OHIO

L i ®

_____ ROCKY MOUNTAIN
MONT -WTO -COLO-UTAX-ARlZ N MCX-NCB-S OAK-NOAA



**• CLANCY 
ECUTIVE DEPARTMENT.

LEAD
with the

leader !

Step out in front and keep out in front with Texaco Fire- 
Chief Gasoline! Fire-Chief was originally developed for 
fire engines and other emergency equipment—vehicles 
that must start instantly and get there in a hurry!

No wonder motorists everywhere are 
enthusiastic! They find that Texaco 
Fire-Chief Gasoline more than lives 
up to every claim made for it. “For 
snap, dash, action and fast starts at 
no extra price,” they say, “give us 
Texaco Fire-Chief Gasoline every 
time!” Tone up the performance of

THE TEXAS COMPANY

your car with a tankful. Switch to 
Fire-Chief Gasoline today. Get 
quicker starting, greater mileage and 
anti-knock smoothness! And remem­
ber— although you may never have to 
call on your car for third-alarm speed, 
it’s good to know the extra power is 
there if you need it!

Texaco Petroleum Products

"k Tune in on ED WYNN, The Fire-Chief, Tuesday Nights, Coast-to-Coast, N. B. C. ★

Ttixmco FHBF-CSHFF
GASOLINE

For safer, surer engine protection use TEXACO "CRACK-PROOF" MOTOR OIL, it resists top engine heat

COPYRIGHT, 1»>>, THE TEXAS COMPANY


