THE WHITE HOUSE
WASHINGTON May 29, 1950.

Dear Mr, Carter:

I aporeciated very much yours of the twenty-second enclosing
copies of correspondence between Mr, lMcFall, Lindley Beckworth
and yourself. It makes interesting reading. I am having the
situation investigated.

For your information we sell Five Hundred Million Dollars worth
of farm products, principally eggs, chickens and frozen beef to
Venezuela. It is paid for with oil. We could sell a like amount
of goods and services to Mexico if the Mexican o0il development
were carried to its logical conclusion - 211 of that I am sure
without injury to the oil industry of the United States.

I have been making some comparisons between pos and prewar
congsumption and production of o0il. The increace the domestic
0il production, and domestic o0il use, is fantastic and one of
the reasons is because the people :stgble to buy o0il and in
order to be able to buy oil they haw\'to sell their own products
at a profit. Naturally I want the o

business and oil production

business to be as succepsfyl as any other business in this country.
I think you will find the difficulties is Dbrought about by
the big companies, whicR\Q foreign production and whose objective,
of course, igato put the little independents out of business - that
Iam trying‘to ztop.

Sincerely yours,

/s/ HARRY S, TRUMAN

Honorable Amon G, Carter
Post Office Box 1036
Fort Worth, Texas



DEFARTMENT OF STATE

VASHEINBGTON

In reply refer to
PED 411,006/4-1250

MY DEAR MR, BECKWORTH:
I have received your note of April 12, 1950 and the editorial conceraing oil

imports which appeared in the Fort Worth Star-Telegram on April 9. Your cour-
tesy in bringing this material to the attention of the Department is appreciated,

Differences of opinion on such a complex problem as that of o0il imports are un-
derstandable. An editorial opposing the Department's opinion of the present
and prospective situation would not, merely because of that fact, lead the De-
partment to comment on it., The editorial of April 9 which appeared in the

Fort Worth Star-Telegrsm is so completely misleading and so inaccurately repre-
sents the Department's views on the 0il import question that some comment on it

seems desirable

It sppears doubtful that the writer of the editorial read carefully Mr. Thorp's
statement on April 5 before the Special Subcommittee on Petroleum of the House
Committee on Interstate and Foreign Commerce concerning oil imports. Had he
done so it would be difficvlt to understand how he could have written, "And
never before has it been made so plain that continuvationf this flood of foreign
0il will have the backing of the State Department as ter of official policy
regardless of the harmful effects it might have upon the troleun industry in
this country and upon the vital interests of the nation itself." The writer
apparently reached this completely errone onclusion partly because of Mr.
Thorp's statement that American companies, luding o0il companies, operating
abroad "deserve and should receive the stro\g support of the Government.'

It is regrettable that reader he Star~Telegram should be so misinformed
regarding the Department's pol)

Mr., Thorp, after s ing the basis for the Department's interest in petroleum
guestions said "thd\Degartment's necessary interest in the foreign aspects of

American o0il operat , and in the effect on our foreign relations in decisions
regarding petroleum, should not be interpreted, as it sometimes seems to be, as
an indication of a lack of interest in the domestic industry. That is not the
case, We believe, however, it is essential that our position on o0il questions,
as on other guestions, be cased on the total national interest, which is fre-
guently a broader concept than the special interests of particular segments of
the United States economy. We also believe that American concerns operating in
foreign areas are no less American because they operate abroad. Both as corpor-
ations and as employers of American citigzens, their example, their asctivities
and their contributions to industrisl development and economic well being abroad
may be more influential in promoting a democratic way of 1ife and free enterprise
than any governmental actions. American business interests abroad, of which the
United States petroleum industry is the largest, deserve and should receive the

strong support of the Government,"

The Honorable
Lindley Beckworth
House of Representatives
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This statement was a request for recognition of the fact that the interests of
the United States in relation to petroleum are manifold neither exclusively
domestic nor foreign. It could not be correctly interpreted as a policy of
sacrificing the domestic industry, as the editorial infers. Mr, Thorp's fur-
ther statement should dispel doubt on the point if any existed. He said "The
Department of State has no doubts about the need for a strong and active domes-
tic o0il industry. The Department would cooperate fully in measures necessary
to prevent serioue injury should imports threaten the domestic industry."

The editorial acknowledges that a superficially plausible case can be made that
imports have not lead to a curtailment of drilling activity. The facts are that
for the nation as a whole, and Texas in particular, 1949 was a better year in
this respect than was 1948, Moreover, the record for 1950 appears so far to

be better than in 1949, lending support to the forecasts that 1950 would be a
year of continuing activity at record or near record levels. Not only in drill-
ing but in most other respects 1949 was a year of near reccrd activity, which
appears likely to be maintained or exceeded in 1950.

The editorial states that "if the absurd policy supported by Mr. Thorp had been
in effect before World War i or World War II we could have won neither of these
wars, and if it remains long in effect we not only will be inviting World War

III, but will be putting ourselves in a position where we will certainly lose it."
Such sweeping conclusions seem entirely unwarranted = necessarily alarmist.

The present policy of not restricting imports in the abseMce of serious injury
or threat of serious injury to the domestic.dpdustry is not a new policy. It

is a policy which was in effect before Wo \@‘ ar 1 and World War II. The fact
that imports were at a lower level quantitaXively speaking in the earlier period
than they are at present does not change the”fact regarding the sameness of policy.
The Department of State, to whet®Xer degree it has influence in such a matter,
would not have countenanced s injury to the domestic industry in the
earlier period nor would it doN\we/today. The Department is fully aware of the
predoninant value ofgthe domestic industry from the security standpoint. It is
aware, tos, of the fzenqrally acknowledged fact that in the event of war we will
need oil from Amer roduction overseas. It also considers the political and
economic stability of the Middle East important. To state, however, that the
latter two facte lead the Department to the conclusion that "developing oil
fields under the shadow of Russia's might is more in the national interest than
developing our own," is not only erroneous, it is irresponsidble, Mr, Thorp,
contrary to the editorial, made no such statement.

The Department is aware that curtailment of production in Texas has reduced the
income of the State and of many producers. That curtailment is not typical of
the domestic industry as a whole. Over 90 per cent of the reduction in nationsal
output has occurred in Texas, which reduced production in 1949 17.3 per cent from
1948 levels, while the rest of the country was only 1 per cent below 1948 levels.
The fact that there was no counterpart in 1949 of the substantial additions to
stocks which characterized 1948 pmoduction and the fact that reductiocns in
domestic output are not equitably divided among producing States have been far
more important factors in reducing output in Texas in 1949 than has the increase
in imports which took place since production in Texas was at its pesk.
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It is a complete misrepresentation of the Depasrtment's position to state that
"because the producers and importers of foreign oil are chiefly American com-
panies, Mr. Thorp places the welfare of these few concerns gbove the welfare
of the many dependent upon the domestic petroleum industry and allied busi-
nesses." The Department has never taken the position that the interest of

the few American companies in the foreign field are of paramount interest.

The Department position in respect to the commercial interests involved would
be more fzirly summarized by reference not only to the American companies pro-
ducing abroad, but also to the many American stockholders whose interests are
connected in part with foreign oil operations, and even more important the
many American companies and American workers whose export sales are dependent
in large part on foreign income from the operations of American ¢il companies.
Together these represent a substantial body of Americans whose interests as
well as those of domestic oil producers and allied businesses should also be

considered.
The problem of what should be done about imports of o0il is difficult enough
at best in view of the many important American interests at stake. Careless
and irresponsible reporting on the issue makes the problem even more difficult.
The editorisl enclosed with your communication is returned herewith.

Sincerely yoursg,

For the SecretaryWnf State:

jal. & . MCFALL

JacWX, McFall

@ Assistant Secretary
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AMON G.CARTER, PRESIDENT

Honorable Lindley Beckworth
flonee 0ff4se Building
¥ashingten, D, C,

Nenr Congraeamany

‘Thank you for forvarding %o us the lettar frowm Assistant Secretary
of State Jask X, MeFall, commenting on the editerial appearing 4n the Fort
Warth Qtar»?elngrmm of April 9, entitled “041 Import Policy Megleots U, 8,
fafety.” ¥e, ¥aFall's somevhat sntnaaarnta comment on our views, we thinlk,
ftenl? ealls Tor some comment,

Ag My, Me¥all says, diffarences of opinion on a prodlem as complex
ae that of oil imports are understardable. Put the basis of confliet datween
Anr wiam ana that of Mr, MeFall (and preswmably ~f th ate Depsrtment) ia
simle, ¥Mp, ¥+Fall's apparsnt pneition 48 that hea nerensing oil
frmarte of for no threat to the Jdomastic petroleun indusWy, =nd that if thay
444, ovestions of national intersat veunld more thon outwsich the damege dons.
Ye hald that the supnlanting of domestie $th fareign oi) nnt only ia
hurting the demectie induatry but that f1x@ontimiation throatens evemtusl
Aastrnetion of an Industry »f prime cconomd® importance in peace and vitally
enaentlisl in wvar, Ta ue, §f to My, MeTall =nd the Stats Deportment, it
saoms plear that any seriouns @iﬂg. setual or threstened, of o indig-
nensshle an induetry 1 = mat tely affecting the nationsl seecurity and
tha nationa intersed.

¥hile ¢ ferance of opinien, reduced tn these terme, e aimple,
it 42 basic and amental, It 4oee not bulwark bis swn position for My,
%eFall to brand the ewxrreesion of our sincere visws on what we consider a

matter of high importance as "eareslese " "mislecding® and %drrssponsidle.”

Parenthetioally, we wonder if our editorial support of American foreign policy
in nearly sll §ts phases, our defence of the Sgate Doapartment ageinet charges .
that 1t mishandled the China sitvation, and osupr defence of Secretary Acheson
ard his department against persensl =rd peliticel attsek, weuvld Ye classsd

by Mr, MeFall as careless, mislesding and irreeponzidle,

- ¥r, Me¥all sccuses us of wisinterpreting the State Department's
pnaicr ezt sutlined by Assistant Seeretary Thorp in hie testimony on April 5
before 2 subeconnities of the Senste interstate and foreign conmerae gawmittla‘
We dn ret Believe we were guilty of eo doing. ¥r. Thorp 444 sy an that ccese
el thet the Ftote Department has ¢oncluded that 241 imports sonstitute ne
threat to the domestie induetry, vhich wes reiteration of a vreviously expresced
uttitnﬁ:. He 444 say that 211 jwport restrictions would hurt the operations
of U, 2, eompanies abroad, and further that theee companies “deserve snd should
reesive the sirong supvert of the goveramsnt,”
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“hat other conclusion is to ba drawn frow these stalemente than
that the finte Departwent backs the policy of continued heavy imuorts of foreizn
811 by these eompaniey, either regardlens of their harmful effect upon the
Anmentie infuatry an’ the interects of the nation or because the departwent
hag Blinded 4teslf tn this effeet? YMr, Thorp't asrertion that the depart-
ment's interest $n the foreign arpscts of Ameriean eil operztions sheuld net
he intevnreted as laek of intersst in the domestic inpdustry iz not impreesive.
This w114 vprotestation iz contradicted both by the remainder of his et:tement
and by the course which the departwent has follawed and contimves to follow,

e, MePall impliee that 211 “oubt as to the departmentis interest
tn the dementie industry sheuld be dispelled by My, Thorp's further asser-
tion that "the devartment has ne doudt shout ths need for a strong and sctive
domsstie oil industry” and that §t "wenld cooperate fully in measures necoes-
nary tn pravent sericus injury shonld 4eports thresten the domestic induetry.”
¥e wonder Pov ¥r, Thorp or My, ¥eTall cesplacently csn conclude that an iaflow
af 879,000 hsrrels of fareign 0!l » day, Aleplacing domestic ofl in the markets
of this esuntry, constitutes ne "threat of injury.” According te My, ¥ePall's
own figures, the necessary ecurtailment of petroleunm production 4n Tevaa in
1859, as carpared to 1048, was 17,7 per esnt. ¥Yor the country as a whole the
rraduetion euthack wae § par cent, How can My, NMeFall be certain thet this
ilest produstion g rot the eruecisl difference betwsen a haalthy =nd a seriously
veskened dowestie oil industry? In the faoe of recently risine demand Tor
petreleur nraduets, how ean he gay that imports have S ed 11t8le or no part
in the deelins in domesife o1l production? Daily per allowahle produs.
tion in Tovse has drovped from 24,7 barrels in 1647 and 23,1 barrele in 1948
to 16,9 barrele at present, Texas wells restricted now to enly 1% nreduc-
ing days s wonth, Can Mr, eFall deny ¢ at some point in this dewnwurd
enrve of praduatisn tha law of diminisch eturns begins te operats? This
point, of course, is not the a for all wells, And as it is reached, can
¥y, MePall aseert that thare y discouragement to the drilidne of more
high-cogt wallae?

T™he tonjeltion of Hr, MeFall that the demestic industry has not
baen hurt ssems ¢ sad almest entiraly wpon the contimuation of drill.
0

inz activitios int at s high level. In Taxas, vhere 4§ per cent of
tha dpmeatic nrodnetion centers, a grest part of this setivity has been in
ona arsa, the vrolific nev f£1s14 in feurry County. A= more wells are drillad
the intal numher »F valls ¢t Ve drought within 2 dreatieally reduced allow-
abla is ineressed, It is obvious that this procecs can not coutinue indefi-
nitely and that ourtailed drilling and exploratisn, plue abandonment of runy
parginal w=1le, inevitably must resuwlt 4 the cause of dipinirbed cutput oon-
Stanea, Yet ¥y, MeFall srusrently weuld follew a peliey of loeking ths barn
dsor only aTtar the harsa hae desn lost bayend any hepe of recovery.

Hr, ¥eFall atates that the presant pelicy of not restrictine of)
furorts 18 wot new, that the same policy was in effect before Yorld Yar I
and ¥orld ¥ar 11, That 48 only partly true, Ae esrly as 1932 Congress re-
engnired the threat of o4l importe to the domestic 041 industry -ud the
domestic economy and ssught to protzet sgainst this threat by imprsing an
sxciss tax on the importation of crude petreleur and petrolewm products,
In the agresvsnt with Venezuela in 1979, the pats of this tax wae halved,
but only on imports up Lo S per esnt of the total guantity of oil precessed



in the United States., This was tacit rseognition that the domestie induelry
wiskt be injured by oil fmports in exeses of § per cent of dewestie demgnd,
The policy thus 2atablished by Congress of protecticn %o the donestic indus-
try Trom excessive oil imparts was completely set aside only when the Hexiean
sgrecment was pegotiated in 1947 .nd by the wultilateral agraement at Oenova

in 1947,

There ie no disposition on sur part te deny the need and the desir-
abil ity »f sore 541 fmports inte this country. Fut the § per cent figurs
whieh Conprese evideatly recognized as the danger level for the domestie
infustry sad the nation'y scomomy 1s worth metingz, For the tids of imports
ifnee the srd of Yorld Yar I has rieen stendily abhove Shat level, For the
yeer 1929 {mparts constituted 10,° ger gent of tetel petreleun supply in the
Tnited ftates, Tar the firet guarter of 1950 the figure rese o 13.1 per cant,

e azree with HMr, ¥e¥all that $he interssts of aAmerican companies
praduelng abrasd, their stockholders in this eountry, and Amerisan fires aad
workers ~7fectad hy these foreipgn apsrations shauld %o coneidared, Howaver,
we do not bellave their interests shoauld ha puramount %6 the intareste of She
vits) Asmestie 911 industry, or thai conearn fer th= Ianterests of these foreign
avarations should Ba so dlindly zealoue ss to Jospardize the national interest
and natinnal security. And that {2 vhat we believs will de ihe inescapable

reeult of the paliey the State Department ie pursuing.
@ < "
Tn ek tepms as “entirely unwarranted” aﬂ&a«.s&:ﬂﬂ’ alarmist,”

Tr, HoPalle tukes ug to task for ztating that if we had been heavily dependent
unen foraien nil at the sutbreak »7 Yerl re T snd 1T we could have wen
nzithar of them, and that 1 we make tha staks now we not only will he in-
viting Yorid Var 117 But almost certatnly\eill lose 1t, Yei, consider, Our
sournas of fareign oil vere prowptly cut off in ¥orld ¥War I1 Ly suemy sction,
Tahrarines ranging close to ros made 1t impnsaible for il te Le deli.
vara® fn sufficient guantit tar from Oulf Coast pointa Lo the eastern
Tnited %tates, making it nec ry to uee great qusntities of jracieus stsel
to Wild the "RgAhch® nd "Little Ineh® pipelinse, Texas alone produced 80
aar gent of the sed 0fl outpnt required te carry World Vor I te a otie-
sesaful econclusd §thout thet oil, produced »nd svailadle here at hone,
tnth out asrmies and our domestie eeconsmy would have bteen shellied.

The wilnersble Middle Tact scurce of the greater proportion of cur foredgn oil
st prosent mekee s similary ccomrrevce ever more certedin in any future way. This
souree is close under the nogse of Joseph Stalin, ihe conditions under which
the pext war will be fought sre vesily changed, 17 ¥r, MeFall thinke f£talin
would make no move to eut us off frow the 01l of the Fiddle Lsst, we think he

iz dengerously underrsding the Buesisn dictator's wilitary scusen., If ke thinke
Stalin could seize the ares if he chose, we believe he s greatly underrating
Puscia's ability to do so, And if the Buselane 414 net seize 1% to help i1l
thedir awn petrolewm needs, s fev ztrategically pleoced atomic Lombs effzetively
eould disrupt the production and ehipsing »f ol from that soures, In all like-
lihood this 01 would be in fuesfen hands by the tive we were awsre that & war

¥ee N,
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If war should come, we would be threwn back almoet entirely upon
the 241 rescurass of the United States and Canads, with guesthnadle help
from Yeyicn =nd Sonth fweriea. Tt e = Aangerous fallaey te think othervise,
Yiv, ¥eFell v hie State Depurtrent eollsagues may consider that a barrel of
#i1 in the sround dn this eountry ¢ o Parrs! Being held againat emergency.
Ts ernerienced 01l men, thet alen ie = fallaey based wpon lack of prastical
¥novledes »f the peslities of the il industry. In time of war, time and
rateriale an? manpevar Tay Arilline o4l walle wanld Ba lacking, I war comes,
we had betizr b ready #ith sur sl praduetion -- at home,

Trat 1e vhy w2 maintain that a peliey whickh fmperils the domestis
211 fndustry imperils the natisnal eafety. And we belisve that now is the
tims to revarss a polisy whoee harmfulness no smount of denisl ean remove,
“a ds not gvastion the tonesty or the mwatives of My, HeFall and his State
Denartment sssacistees, dut we vigarsusly challenge the soundness of o thearr
which in ~ar eminian wanld greatly lessen our changes in Yorld War JII11 4F we

are confrrated with 1%,
Tours very truly,

N
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