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abbi A.H. Silver 
The Temple 
Clevela: d, Ohio 

Dear Dr. Silver: 

F. JuL1us Fons 
!ELLIE EsPERSON BrILDJNO 

Ilo sTON 2, TEXAS 

.ay 2nd, 1946 

I talked with Littell on the telephone. He 

wants to discuss .American oil policy but just w this 

aims are could ot say but probably political to in~ 

fluence the o• ~ahoney Committee o it's policy and I do 

ot see ho it is related to our problem. 

Ho ever, I will co~tact him when I retur 

east two weeks hence and feel him out ad ee if his 

interests are really helpful to us. 

1106 
11 East 44th Street 
New York, 17, ew York 



•••••• 
•••••• 

(!ritieh •blan) 

Uy dear J'anny: 

Christmas Jla1' 
1946 

on this dq rq thoughts turn natu.rall.7 to Peace, and aleo to 

good will on Barth, which at once brings to mind the great part 70u 

have pla_y-ea_ and undoubtedl.7 will continue to plq, towards the 

achievement of these twin objectiTea. It haa been an honour, and a 

pleasure, to work aide-b7-eide w1 th 7ou in this cause. I know we 

shall continue our joint efforts in 1947 and prq harder than I have 

eyer prqed that the tragic strife in Pal. estine will end eoon in an 

agreanent which will gi Te 7our great people complete eatiataction 

and enable them to make that great contribution to world peace w1 tbout 

which goodwill on earth will never be aohieTed. Tour people and mine 

are one in the ey-es of Oodi let us giTe our all, if neecla be, to 

make them one in the eight of man. Count on •• to the :full. 

Jbcloaed ie a little gift in token of our friendehip and good 

team-work and also in admiration and gratitude for the magnificent 

efforts of one AJnerican woman from a lh-itish man who believes that onl7 

'b7 Joint itri tiab-aerioan world leadership, based on friendship ancl. 

complete understanding, can Peace and eoo4w111 on :18.rtb ••r be 

achined. I haTe full faith tl}at, de9.Pite all ditf1Cdltie1, we ahall 

9\lCCeed 1n our taak. 

Sincereq 7ov tr1mct_ 
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IN'rRODUCTION: 

The great oil deposits of the "ddle East are among the world's 

greatest, and the struggle for their control, both by companies and by 

countries, is a major factor affecting Zionist plans, since petroleum is 

the most inmediate and cheapest source of both military and industrial 

power. Here too, the Moslem-Arab world is just awakening from a century 

long sleep, a Goliath who brooks no interference from the Jewish David 

clamoring for a small piece of land in the huge Arab desert-~~lderness. 

France, just getting its second breath after a knockout, remembers it too 

possessed part of this region and would retain its position. Britain, with 

the life-line of its sprawling filnpire at stake, with India aflame, with its 

chief oil interests a major stake, with Egypt insistant on removal of troops, 

would tightly hold little Palestine as a cross roads, as a military base, and 

out of fear of the Moslem-Arab world, and perhaps even fear of the growing 

industry and trade competition that this smallest of countries might invoke. 

Turkey, strengthened by vresteniization and by war neutrality, bids maintenance 

of her status quo. Soviet Russia, awakening to its new-born and inherent 

strength, heightened by the ~rar•s great holocaust, with its great Moslem horde 

and their claimed brotherhood with the Middle East Arabs, its desire to extend 

its already great oil interests, its necessity for warm water ports, its 
its position 

rivalry with Britain,/ already the world's second greatest power, with pro-

bability in twenty-five years of equaling or eclipsing our own country, will 

insist on its say in this region. 

'l'he United ~tates, with its oil and economic interests to maintain 

at any cost, becomes here, as elseVJhere, a major factor. 



.. 

Together this clash of mighty forces, ideological, religious, 

social, political and econo~QC on an almost llllprecedented scale, tends to 

lose infinitesimal Jewish P estine in the melee. It is to discuss and 

suggest possible methods of approach, that we meet here today. 

'!'he Middle .,tt;ast t exclusive of ~thiopa and t>omaliland but inclusive 

of Egypt) represents an area of 2,225,000 square miles a.nd a population of 

66,500 , 000 . ln addition, there is Afghanistan. Of this, Palestine, with 

only 10,000 square miles, is less than one-half percent of the area, and a 

present population of 1,850,000 and a projected imnediate population of 

3,000,000 and an ultimate populc.tion of 4,000,000, is less than 3 percent ~ 

~ a maxim.un of ?! percent of the total population. 
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MAPS OF OIL Rl!B.i!Ji.V~ PROVINC.l!.S AND C.iWNERbHlP: 

I present two maps showing petroleum reserves of the Middle l!:as and 

South .ftussia • .Map No. 1 shows the petroleum reserve areas or provinces as l 

ev2.luate them: 

(A) Primary reserve provinces rith vecy large oil and gas 
reserve potentials; 

l~) ~econdary provinces in which ~he reserves are in 
important quantity but of lower potentie.ls; 

l C) Tertiary provinces, vmrthy of exploration, but with 
reserve potentials much smaller. 

Area.lly, the Persian Gulf province is about equal to the Uaspia.n 

Sea province ihich includes the ~aspian, .Mlba, Kazakh, Uzlec and Turkman basins, 

and ul timatel3 these tvTO provinces may prove to have reserves of almost equal 

quantity, though the Persian Gulf area may have slightly greater reserves. Both 

are in early stages of development, and both are very, very rich. Both have 

produced for some years and locally have demonstrated highly productive wells, 

as at Baku on the Caspian Sea, and at Airkuk, Ku ait, .J:ja,hrein, Darmnon, etc. on 

the Persj_an uulf. both provinces can be depended upon for production for as 

long a period as any region now producing. The blocked out reserves in each case 

are only a fraction of those to be developed. It is reported that there is 

blocked out in the Persian Uulf area sixteen billion barrels and an incicated 

reserve of 26½ to 29½ billion barrels. lt is not exaggerating to expect near 

100 billion barrels for this province. 

'l'he reserve value in the primary provinces differs greatly in different 

parts of the area; thus the northern two-thirds of the tiritish area in lran, 

and a 50 mile v;ide strip in eastern lrak are ultra-rich, as is the strip on the 

vest coast of the iersian Gulf from Trucial Oman north. The Baku basin is 
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equally rich and the Uzbec-Kazakh and Turkman areas ~ be also. t>ome portions 

of the several basins may prove much leaner. The one l have projected in the 

Black Sea has, so far as I kno, never been suggested previously. The area in 

Northern Iran - Afghanistan - is comparable to our Big Hom Basin in the 

Rocky Mountains. It is most evident that all three of the big powers, Britain, 

Russia and the United States, have a vast stake in this oil. Gester, one of 

our foremost oil geologists, puts the Caspian Sea-Persian Uulf areas into one 

great oil center, comparable only to the Mid-Uontinent~orthem-South American 

center, - the two greatest in all the world. 

Map No. 2 shows the ownership and control of Middle ust oil 

concessions. Relative ownership may be expressed in square miles of land 

surface area as follows: 

American 
British 
French 
Turkish 

225,400 
161,900 

35,350 
22,600 

'!'he Persian Gulf, covering 90,000 square miles, will ultimately be prospected; 

of this, 21,400 square miles are adjacent to American, and 68,600 to British 

concessions. 

Turkey's interest is small, chiefly in the Ardahan province to 

which Hussia has recently indicated claim. 

Palestine's position is very small indeed. Aside from possibilities 

in the Pliocene-Miocene beds in one or two locations in the coastal plain, and 

in the Mediterranean offshore, and possibly a few of the more westerly domes 

of southern Palestine, the prospects for petroleum are not attractive, despite 

the mapping by JI\Y'self and others of a large number of domes or structural traps 

in Palestine. Absence of important source beds and lack of considerable thick

ness of clay strata as cover are probably responsible for failure of important 

accumulations. Areally, its prospective area is less than 5,750 miles, none of 

it excitingl 



.. 

North of and adjacent to the Middle ~ast, Soviet ovmed primary 

areas ( exclusive of portion in Black 6ea, lll,000 square miles, ·which is more 

questionable} cover 714,400 square miles. Soviet ovmed secondary areas 

adjacent and shown on map cover 363,000 square miles. Further primary areas 

under Soviet control in Romania, Bulgara and Poland, 92,200 square miles, 

and of secondary areas, hungarian basin 34,300 and northern Iran basin 

100,400 square miles. Summarizing, Soviet has under its control, as shown 

on the map, primary areas of 806,600 square miles, and secondary areas of 

497,700 square miles, a total of 1,300,000 square miles of oil reserve 

areas, exclusive of the Black ~ea. Included in these figures are: Romania, 

65,600 square miles; Bulgaria, 26,000 square miles. There remained in Poland, 

outside of Russia, only 600 square miles of oil territory. In addition, it 

tas other fields in the western Urals, in central Siberia and Sakhalin lsland, 

and two great unexplored basins, those of the Ob and Lena Rivers in northern 

Siberia. 

The daily production o~ the Middle ~ast is 543,000 barrels; of 

Russia, 005,000 barrels, and ur..der Russian control, 390,000 barrels. 

The Soviets esti.Ir.ate their reserves at 50 billion barrels, mostly 

in the areas I show on the map, while the United States claims a proven 

reserve of approximately 21 billion barrels. The ~oviet probab:cy includes 

much that is not proven or blocked out. ln nor judgment, the Middle Ea.st r.i.11 

yield close to 100 billion, - all of the Soviet controlled areas a like or 

greater amount - and the United States possibly not more than double its 

present proven reserve; that is, 42 billion barrels. Our reserve, together 

Vv"ith that o! American companies in Northem-South America (Venezuela and 

Columbia) and the Kiddle Mst, are necessary to preserve American power, 
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until other cheap sources of power are adequately harnessed, otherwise 

the decline of the United States as a great power becomes certain. 

PlPE LINES, REr'INERIES, TANKfilt.s: 

A present, two 12-inch pipe lines are in operation (cost about 

,. 50,000,000) between Tripoli and Kirkuk and tlaifa and Kirkuk. .Plans are 

under 1J ay to lay a parallel 16-inch line to increase the capacity to both 

outlets, but particularly to Haifa to supply additional crude for the 

Gonsolidated Refineries (Shell) at that point. Part of the oil from Tripoli 

is trans-shipped to France. Standard Oil vompany of New Jersey and Socony

Vacuum ?lan a new refinery at 1'ri1Joli. These lines go t hrough Irak, Sy-ria 

and Leba...~on, and lrak, Transjordan and Palestine. 

Plans are also under way for the building of a big inch line from 

~<..uwait and Saudi Arabia, perhaps also to carry some lranian oil. This large 
u -

project, costing up to $165,000, and for a distance of more than 1,000 miles, 

probably over 1,200 in all, will go from the Persian Gulf through ~audi 

rabia, Transjordan and Palestine to Haifa on the Mediterranean. 

'l'he companies building these lines have an interest in the stability '1--.. 

of the lands through which they are laid and most have accepted the ide that 

by encouraging the Arabs and Pan-Arab league they can best obtain this. These 

lines will handle at first 600,000 barrels and ultimately 1,000,000 barrels 

daily. A brea.k in a line far out in the desert is a cost:cy- matter in the loss)( ,.,.,,--... 
of oil, and they look upon the friendship of the Arabs as necessary to their 

peaceful operation. 

A large refinery is already in operation in Palestine, 90,000 barrels 

daily, and this is to be increased to 3()(),000 barrels daily through-put. For 
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discussion of the other refineries, 1 refer you to the paper by r. C. O. 

Wilson, Mi.tor of the Oil & Gas Journal, December 29, 1946. 

The hugh tanker fleets of the United States and Britain also play 

a part. The United States, vd.th near:cy- 8,500,000 tons, and .tSritain, with 

about 2,500,000 tons, built up through the ·ar, nress for use. Not only are 

the tonnages huge for carrying oil and oil products, but also the size of 

individual tankers has gro7m to tonnages not dreamed of before, - up to 

ability to carry 175,000 barrels per tanker with its lo~er per barrels trans

portation cost, thereby bringing Middle East oil cheaper, first to ~urope and 

Britai.n, and going west~ard still, to our own shores, at a cost of about 55 cents ,l( 

or less per barrel. 'l'his ma.lees Middle East oil, once the new big-inch pipe 

lines are built across the Iraqian, Syrian a..."ld Arabian deserts to the 

Mediterranean shores, a real competitor to western oil. All of which shows 

the continual shrinkage of the world in oil as in other fields, and the in

l'ingement of Middle East oil on many lands in economic as well as political 

ways . 

INCO .1E ·ro PRODUCING STA'l'~S: 

Saudi Arabia, Iran and Irak derive their principal income from oil 

royalties and advance pey-ments; the rate of some of these is very high. These 

payments are highly important, only it is hoped that fewer will be used to 

maintain the ruling feudal establishments and more for the upbuilding of the 

land and the raising of standards of their peoples. One means toward this 

end is a study being conducted by a group of engineers appointed by Mr. Herbert 

Hoover, in which I am participating, to reconmend ways and means of providing 

for extension of irrigation in Irak so as to make ready those lands which can 

best accommodate a large number (many millions) of immigrants from other 
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Arab lands of the Middle .t!;ast, as well as to raise the standards of the 

natives. Money from oil royalties has been used in Irak at the great Koot 

dam on the Tigris River to contribute toward making such irrigable land 

available. 

llliLATION OF MOSLEM-ARAB UROUPS, SOVIE'£ RUSSIA AND BRITAIN: 

There are two conflicting Arab groups, the Pan-Arab league, which 

Ibin Saud, of Saudi Arabia, would like to lead, and apparently was British 

encouraged, and the Pan-Moslem league, which is fathered by Mohammed Ali Jinnah, 

who iould make it the expansive force of Pakistan. The Pan-Arab league is only 

a veekly-knit group of Arab states at present, and much less dangerous to 

ultimate , orld peace than the dream-child of Jinnah, hich would i..11clude not 

only the Arab states of the Middle ~ast and Pakistan, but also TurkestaQ, 

Kurdistan, and other Moslem areas of Russia, parts of westem Ghina, and, 

of course, oslem North Africa. 

Russia, because of her large Moslem population, also aspires to a 

greater stake in the iddle East, not only because of her desire to attain ~ 

.Middle l!:a.st warm sea outlets, but also to use her interest in the Moslem 

vorld as an offset to Britain. 

BritaL~, of course, is insistant upon maintaining her life-line 

through the Middle East to India and for this Palestine has been a perfect 

gate ray, while her hold in Transjordan, Irak, Iran, Afghanistan and 

Baluchistan have been most important, not mention the Suez Canal, and now her 

possession of Libya and the maintenance of troops in Egypt. If she should 

move her troops from Egypt, Palestine is the natural place for them to go, 

hence they are alreaey esconced there in goodzy numbers. The same is true in 
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Irak, - the recent removal of troops from Iran was but a step over the 

line into Irak. Both to protect oil interests and otherwise, stations in 

these lands for British troops appear L~perative, at least until United 

Nations troops are available instead. Britain's relations to the Arab

Moslem world are important if you consider Morth AfricR., Egypt, Palestine, 

Transjordan, Irak, Iran (only part Arab-Moslem), Baluchistan, and India, 

and the rivalry between her and Russia is aggravated thereby. 

The proposed British-American loan ( or grant-in-aid), if you rill, 

appears almost sure of America..~ approval and from the standpoint of American 

interest, is imperative. I believe any effort on our (Zionist) part against 

same, would be a great mistake. 

ANGLO-AMERICAN OIL TREATY: 

The Anglo-American Oil Treaty has as its purpose the stabilization 

of relations between Britain and the United States in the matter of oil reserve 

ovmership, production and distribution of oil products. The treaty as now 

dra~m has the approval of all important American major oil companies except 

Sinclair, and most independents. We independents fought the first agreed 

upon draft of the treaty because it was so dra~n as to give Britain most of 

the advantages. 

Virtually, this treaty means mutual guarantees on concessions already "' 

held by the United States and Britain, world wide protection against Russia 

and other countries, and the United States and Britain against each other. 

It also sets up a technical, economic and statistical committee to 

keep up with all international petroleum developments and their effect on 

petroleum trade, and to make recol!lIDendations with a view of keepL~g the several 
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oil producing countries in balance, but particularly to assure the United 

States and Britain their relative place in this industry. The ex.press purpose 

is later to expand this so that it may include other countries, such as Russia, 

who will also be party to a larger treaty of the same character. 

Jhile Britain, in the earlier draft, would undoubtedly have had an 

advantage and would have forced an international world petroleum cartel, the 

nev draft goes only so far as being suggestive of market quotas. This draft 

follows more nearly the idea of consultative technical and economic study 

and agreement along the lines of our Interstate Oil Compact, on an International 

scale. 

UNITED STATES INTEREST: 

The United States Government has a direct stake in Middle East oil; )( 

it is important both in war and peace, since our own reserves are being used 

at an inordinate rate.- lt was very important in World War II to have access to 

oil production in that part of the world to fuel our planes and ships, and 

supply toluene. It is definitely to the American interest to support our X 

nationals (in this case, major oil companies) to maintain their position and 

interests in t~is region, and to back them with all the diplomatic force at 

American command if we are to remain one of the two greatest world power• 

Further than this, it is to American interest (a) to assist smaller 

nations to remain intact and develop along democratic and economic lines, and 

(b) to obligate itself to see that Palestine shall become the homeland of the 

Jews, as our Presidents, beginning with Wilson, have pledged. 

SOVIE!' RUSSIAN OUTLETS TO PERSIAN UULF ANlJ DARDAN.l!.LLES: 

This can best be obtained for Russia by following through Iran from 

Bandarshah on the Caspian Sea to Bandar ~ha~ur on the Persian Gulf the railwey 
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line rebuilt by the United States Army Engineers to send Russia supplies 

~Jhen the Dardanelles were unavailable. Likewise, the Russians press for an 

outlet through the Dardanelles, and their recent demands for the retum of 

Kars and Ardahan mey be tied into this; internationalization of these straits ~ 

should fulfil every requirement. 

NECESSl'lY r'OR A DDLE EA.ST TECHN1CAL-ECOIIO !IC CO~USSION: 

Studies of the several countries of the Middle East have demonstrated 

the need for some cooperative development and production plan that would be 

workable and yet free of major political questions involving or infringing the 

sovereignty of tne several countries. 

A continuing inter-go'\remment comnission might be set up which ould 

be empowered by inter-government treaties, and contributing larger powers 

,·Tould be allowed observers. It would be a technical and economic commission, 

,;ith both an engineering and scientific basis, of which the rulers of each 

state would be ex-officio members and appoint their representatives with full 

power. The commission could include industrial and agricultural representatives 

(and perhaps a cross-section of the more important interests) of each of the 

several countries. It would employ such technical, economic and legal dvisers 

as necessary to cover each of the several special problems. 

In the United States, we have instituted a commission covering one 

such problem, - that of regulating and restricting the production of oil, -

which gives practical point to the working of such a commission betvreen states; 

the state legislatures have given approval of this set-up, - the Interstate 

Oil Compact Commission. '1'he contracting states retain full sovereignty, make 

their own regulations, and set state outputs. This comnission employs its 

own technical advisers and conducts research on its problems, and although it 
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cooperates with the Federal Government and has received its sanction and 

approval, it is wholly independent of it. 1'he new Anglo-American oil treaty 

follows similar lines, but between t wo nations. 

Such an inter-governmental economic commission could lay the basis 

for the building of irrigation works, new inter-country highways and railroads; 

eliminate customs duties between the signatory countries (Palestine and Syria 

already have free trade between them); possibly suggest overall annual agri

cultural and other outputs or their restri ction, as, for example, when oranges 

are overproduced; stress the planting of larger cereal or cotton crops in 

certain areas over others; etc. This would help bring production into line to 

cover both home consumption and exports, both inter-countr.y and to non

affiliated countries. There is the problem of immigration and emigration between 

the co ntries which are party to the compact to be solved, the handling of 

labor, etc. Then there are such matters as inter-country development and inter

use of streams, both for irrigation and power development . . For example, 

Palestine could use part of the Nahr LitA.ni water and, in tum, would work 

out an arrangement for its proper share of the cost of the necessal9'J works 

for conserving such water, and the proper allottment of upkeep charges between 

it, Lebanon and t>yria. Likewise, the hydro-electric power of such countries 

as Palestine, Syria and Transjordan could be further developed and unitized. 

Certainly Palestine, Transjordan, Syria and Irak should attempt 

such a cooperative plan, being joined later by Iran. 
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FOREWORD 
When the original Anglo-American Petroleum Agreement wa 

announced, the Independent Petroleum Association of Am rica 
called this proposal to the attention of the oil indu try and to t 
Government. At that time we wer convinced that such Agr m nt 
as had been signed contained many provision that might pro 
harmful to our industry and to the Government. 

As a result of the study of that Agreement c nduct cl by th 
most closely concerned it was concluded that the Agre m nt u ht 
not to be ratified as a Treaty. This view wa conv yed to th 
appropriate divisions of Governm nt and th r aft r th Pr . id nt 
withdrew the Agreement from further con ideration by th S nat . 

The Petroleum Admini trator for War next r que t d th P t • -
leum Industry War Council to make suggestions as to p ,op r prin
ciples to be included and language to be employ d in a n w A ~r -
mnet. The Council's National Oil Policy Committ e tudi d th 
question for many weeks and made certain d finit r comm nd .. -
tions to the Petroleum Administrator. As a r sult of th tudy 
made by the Industry Council a new Agre m nt wa propo d. 

The terms of the new proposal, which w r ign d in London, 
were made known by the Petroleum Administration for War and 
the complete text was released on the day the Agr m nt wa 
signed. The members of this Association were suppli d b th 
Washington office and Tulsa office with full copi s and a r qu t 
was made that the Agreement be studied careful1y in advan of 
the Annual Meeting in Tulsa, in October, 1945, when th r would 
be opportunity for thorough discus ion. 

Much time was devoted to the Agreement in th Tuba M tin~ 
and at the conclusion of the analy is participated in b. tv f th 
men who had been present at the London con£ r nc th n~solution 
of approval of the Agreement was adopt d. It i publi h d in this 
booklet. Some objections were later r p rted within th indu. tr 
and the Executive Committee and Stat Vic -Pr sid nts of thi • 
Association meeting in Shreveport, Louisiana, in Januar , r i d 
the objections that had b en heard. Th fou d n r -, n to <li t· r 
from the view taken by the members in Annual M • tin •. A 1 .,ol 1-

tion was adopted in Shreveport, which is al o inclu d h r in. 
The steps that have been taken by tho e who have be n working 

on this subject, the studies and analyse made by m mber and 
officers of this Association and the conclusion th y r ach d ar 
important to a better understanding of the Agreement. If 1 that 
such views should be made availabl in a s mbl d form to the 
industry, to members of Congress, and to the Governmental 
Agencies concerned. 

We have, therefore, included the p rtinent inf rma ion in this 
booklet. I hope it will serve the int nded purpose of promoting 
full understanding of the Agreement in advance of the formal n
sideration by the Senate. 

B. A. HARDEY, President 
Independent Petroleum Association of America. 
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STEPS LEADING TO, AND REASONS FOR, APPROVAL OF THE 
NEW ANGLO-AMERICAN OIL AGREEMENT 

by the INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA 

On September 26, 1945, Russell B. Brown, General Counsel for 
!PAA, in Memb rship Report L tter No. 417 addressed to P resident 
Ralph T. Zook, wrote: 

"In advance of your return from London I am ending to all 
who receive this report a copy of the new Anglo-American P etro
leum Agreement. Since our As ociation has had a considerable 
part in the revising of the first Agreement, which was withdrawn 
from Senate con ideration early this year, I feel that the members 
wish to read the new version carefully. It will be of value to them 
to have acquainted themselves with the provisions in advance of 
your discussion at the October meeting in Tulsa. Your comment 
on that occasion will be most aluable in the light of your participa
tion of both the preliminary work on the Agreement in Washington 
and in the final conferences in London. 

"Your coming analysis and disetission of this Agreement will 
serve as an essential and most agreeable forerunner to whatever 
expression our Association may choose to make. 

"At this location, far removed from the scene of the final confer

ence and unacquainted as yet with the interpretations and views of 

those from the industry who were present at such conference my 

own comment properly should be restricted to a few observations. 

It does appear at this tim that the Agre ment may be greatly useful 

in the establishment of a better und r tanding among the Govern

ments of the signatory parties and the nationals of those countries 

who are engaged in the petroleum industry. 

"It appears that the Commis ion which will be appointed by the 

two Government of the United States and the United Kingdom will 

be limited to the role of fact-finding and fact-disseminating. No 

authority appears to be given to enlarge upon that role. No de

cisions can be made of an admini trative character. In this respect 

the Agreement is radically different from the one which was signed 

in Washington last year and submitted to the Senate for approval. 

"There appears also to be ample safeguard against any possi

bility of u ing thi Agreement should it be given the status of a 

treaty, to preclude action by Congre son imports of oil. Section B 

of Article VII seems to establish such guarantee. 
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"This Agreement, in contrast to the fir tone, appears to prevent 
the establishment of cartels. 

"I have been asked whether anything constructive can be don 
by a Commission which is limited to the functions set forth in 
Article 4. My reply has been that indu trial policy can alway b 
shaped with greater intelligence when full facts ar known. W 
can all remember occa ion when harmful policie and action in 
our domestic indu try wer the r sult of misunderstanding and 
misinformation or lack of information. The unknown too fr qu n I 
gives rise to f ar and actions ha ed on f ar ar all too fr quently 
harmful. 

"Many have pronounced th Int rstate Oil Compact to b pro
ductive of good; yet it is without authority and i limited to th 
promotion of conservation practic s. P rhaps the expan ion of thi 
concept into the field of international petroleum dev lopm nt and 
trade will come equally to merit approbation. 

"My reading of the text of the Agreement leads to th b Ii f 
that no implication exists in this document of attempt to limit th 
freedom of the domestic industry to explore and d v lop oil 
resources in the United States. 

"At this time there is on question that is puzzling. It ari 
from the account under London datelin in the ew York Times of 
September 25. It is a revival of the que tion which aro e lac.t year 
when a portion of the minutes of the confer nces in Wa hington 
was made public by a London publication. The pertinent part of 
the Times article follows: 

"'Mr. Shinwell (Mini ter of Fuel and Power igner for 
United Kingdom) admitted that discussions had ranged 
over the subject of sterling and dollar ource quotas. 
Although the British Minist r said "we hav r ceived a sur
ances" on this question, which he add d, were implicit in 
the agreement and set down directly in the unpublished 
minutes of the negotiation . American sourc s concerned 
gave a differing interpretation. 

" 'The British, it was learn d stated during th negotia
tions that as a result of their dollar problem they might 
have to take steps to protect themselves by reducing im
ports of dollar oil. To this Mr. Ickes is r ported to hav 
replied that he recognized the problem but that any xclu
sion of dollar oil would be contrary to the spirit of the 
agreement. The agreed minute on this subject, it wa said, 
goes no further than this'. 
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"This seeming difference in op1mon may be cleared up when 
those most directly concerned give their views. It would seem to 
merit attention and it and any other questions which may arise on 
the careful study of the Agreement, or the minutes if made public 
should receive the closest crutiny." 

Further information was nt to the members in Report Lett r 
No. 418 on November 7, 1945. as follows: 

'The n w agreem nt on petroleum between the United States 
and the United Kingdom of Gr a Britain and Northern Ireland 
which was signed in London, September 24, was referred to the 
Senate by President Truman on November 2. It was referred to the 
Foreign Relations Committ e. 

"The Ii t of territori s to which the Agr ement is meant to apply 
was made public by the Senate and published in the Congres ional 
Record of November 2. Tho e who receive thi Report were sup
plied with a copy of the Agreement under date of September 26. 
To complete this, I am attaching a list of th~ territorie as published 
in the Congressional Record. 

"The copy of the Agreement itself which wa mailed with th 
Report was made from and was iden ical with the text issued on 
September 24 by the Petrol um Administration for War in Wash
ington. There is one slight difference not d between that text and 
the one published in the Congr s ional R cord. In the latter ver
sion in Article 7, paragraph (1) declares that the word 'country' 
shall mean '(1) in relation to the Government of the United King
dom of Great Britain and Northern Ireland, th United Kingdom, 
those British colonies, overseas territorie protectorates protected 
states, and all mandated territories administ red by that Govern
ment .... " 

"The text issued by th Petroleum Administration for War on 
the date the Agreement was signed used the word 'all' instead of 
'those' at the place I have underscored in the preceding paragraph. 

"I do not know that this is greatly important, but as the point 
has been publicly made in a newspaper statement by the Chairman 
of the Texas Railroad Commission, I merely indicate the place in 
the text where the difference occurs so that tho who have copies 
sent by this office may revi e them if they wi h to conform to th 
text which is b fore the Senat ." 
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COPY OF THE ANGLO-AMERICAN OIL AGREEMENT 
(As Mailed to the Membership on September 26, 1945) 

Text of Agreement is as follows: 

Preamble: The Government of th Unit d Stat of Am rica 
and the Government of the Unit d Kingdom of Great Britain and 
Northern Ireland, whose Nationals hold, to a ubstantial xt nt 
jointly, rights to explore and develop petrol um r ourc in oth r 
countries recognize: 

1. That ample supplies of petroleum availabl in int rnational 
trade to meet increasing market demand , ar s ntial for b th th 
ecurity and economic well-being of nations; 

2. That for the foreseeable future the petrol um resourc s of 
the world are adequate to assure the availability of uch suppli • 

3. That the prosperity and security of all nations r quir th 
efficient and orderly development of the international p trol um 
trade; 

4. That the orderly development of th international petroleum 
trade can best be promoted by international agreem nt among all 
countries interested in the petroleum trad whether a produc rs 
or consumers. 

The two Governments have therefor d cid d a a pr liminary 
measure to the calling of an international conf rence to con id r 
the negotiation of a multilat ral p troleum agr ement, to conclud 
the following agreement. 

ARTICLE I: 

The signatory Gov rnments agree that th international petro
l um trade in all its aspects should be conducted in an ord rly man
n r on a worldwide ba is with du regard to the con id rations s 
forth in the preamble and within the framework of aoplicable law 
and concession contracts to this end and ubject alway to con-
iderations of military security and to the provi ion. of uch arrang -

m nts for the preservation of p ace and pr v ntion of ag~ ion 
MS may be in force the ignatory Governm nt affirm th following 
. neral orin iples with respect to th int rnational petrol um trade: 

(A) That ad quate supplie of petrol um which hall in thi 
agr m nt mean crud petrol um and its derivative , hould b 
acce ibl in int rnational trade to the Nationals of all countri s 

n a competitive and nondi criminatory ba i : 

(B) That, in making uppli s of p troleum this accessibl in 
international trade the intere ts of producing countries should be 

afeguarded with a view to their economic advancement. 
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ARTICLE II: 

In furtherance of the purposes of this agreement, the signatory 
Governments will so direct their efforts: 

(A) That all valid concession contracts and lawfully acquired 
rights shall be respected and that there shall be no interference 
directly or indirectly with such contracts or rights; 

(B) That with regard to the acquisition of exploration and de
velopment rights the principle of equal opportunity shall be re
spected; 

(C) That the exploration for and development of petroleum 
resources, the construction and operation of refineries and other 
facilities, and the distribution of petroleum shall not be hampered 
by restrictions inconsistent with the purposes of this agreement. 

ARTICLE III: 
1. With a view to the wider adoption of the principles embodied 

in this agreement, the signatory governments agree that as soon as 
practicable they will propose to the governments of all interested 
producing and consuming countries the negotiation of an inter
national petroleum agreement which inter-alia would establish a 
permanent international petroleum council. 

2. To this end the signatory governments agre,e to formulate at 
an early date plans for an international conference to negotiate 
such a multilateral petroleum agreement. They will consult to
gether and with other inte,rested governments with a view to taking 
whatever action is necessary to prepare for the proposed conference. 

ARTICLE IV: 

1. Numerous problems of the joint immediate interest to the 
signatory governments with respect to the international petroleum 
trade should be discussed and resolved on a co-operative interim 
basis if the general petroleum supply situation is not to deteriorate. 

2. With this end in view, the signatory governments agree to 
establish an international petroleum commission to be composed of 
six members, three members to be appointed immediately by each 
government. To enable the commission to maintain close contact 
with the operations of the petroleum industry, the signatory govern
ments will facilitate full and adequate consultation with their na
tionals engaged in the petroleum industry. 

3. In furtherance of and in accordance with the purposes of this 
agreement, the commission shall consider problems of mutual inter
est to the signatory governments and their nationals, and with a 
view to the equitable disposition of such problems it shall be 
charged with the following duties and responsibilities: 
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(A) to study the problems of the international petroleum 
trade caused by dislocations resulting from war; 

(B) to study past and current trends in the international 
petroleum trade; 

(C) to study the effects of changing technology upon the 
industrial petroleum trade; 

(D) to prepare periodic estimat s of world demands for 
petroleum and of the supplies available for meeting 
the demands, and to report as to m ans by which such 
demands and supplies may be correlated so as to fur
ther the efficient and orderly conduct of the inter
national petroleum trade; 

(E) to make such additional reports as may be appropriate 
for achieving the purposes of this agr ement and for 
the broader general understanding of the problems of 
the international petroleum trade. 

4. The Commission shall have the power to regulate its pro
cedure and shall establish such organizations as may be necessary 
to carry out its functions under the agreement. The expense of 
the Commission shall be shared equally by the signatory govern
ments. 

ARTICLE V: 

The signatory governments agree: 

(A) That they will seek to obtain the collaboration of the gov
ernments of other producing and con urning countries for the 
realization of the purpos of this agreement, and to consult with 
such governments in connection with activities of the Commission: 

(B) That they will a i tin making available to the Commission 
such information as may be required for the discharge of its func
tions. 

ARTICLE VI: 

The signatory government agree: 

(A) That no provision in this agreement shall be construed to 
require either government to act upon any report or proposal made 
by the Commission, or to require the nationals of either govenment 
to comply with any r port or proposal made by the Commission, 
whether or not the report or proposal is approved by that govern
ment. 
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ARTICLE VII: 
The ignatory governm nt agree: 

(A) Th the g neral purpo e of this agreem nt is to facilitate 
h orderl development of the international petroleum trade, and 

that no provision in this agreement. with the exception of Article 
II, i to be constru d as applying to the operation of the domestic 
p trol um industry within the countr of either government: 

(B) That othing in thi agreement shall be construed as im
pairing or modif ving any law or regulation or the right to enact 
an law or r gulation relating to the importation of petroleum 
into th country of ith r gov rnment· 

(C) That for the purpo . f thi articlP, th word "country' 
. hall mean 

(1) In relation to the Government of the United Kingdom 
of Gr at Britain and Northern Ireland the United Kingdom, all 
Briti h colonies, overseas territories protectorates, protected states, 
and all mandated territories administered by the government and 

(2) In relation to the Government of the United StatPs of 
Am rica, th continental United States and all territory under the 
jurisdiction of the United States, lists of which as of the date of 
this agreement have been exchanged. 

ARTICLE VIII: 

This agre ment hall enter into force upon a date to be agreed 
upon after each government shall have notified the other of its 
r adin s to bring the agreement into force and shall continue in 
force until thr e months after notice of termination has been given 
by either gov rnment or until it is superseded by the international 
petrol um agreem nt contemplated in Article III. 

In witne s whereof th und rsign d, duly authorized thereto 
hav igned this agr ement. 

* * * * * 

THE ANGLO-AMERICAN OIL AGREEMENT 
(Report to the Annnal Meeting in Tulsa, Oklahoma, October 

15-16-17, 1945. by IP AA President Ralph T. Zook one of the Oil 
Industry Con ultants to U. S. Delegates negotiating the Agreement). 

"I am ure no one will deny that oil offered by Texas and 
Loui iana influences the entire crude oil mark t of the United States 
regardless of where produced. Similarly crude oil offered in inter
national trade regardle of its source, affect the market for oil 
from the Gulf Coast. If too much oil is offered in international 
trade it will first mean a fight for the world markets. The result 
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will be either the complete loss of our export market or the entering 
of our oil in price competition with the lower-priced foreign crude. 
The next step will be pressure to import large amounts into the 
United States. Either one of th se can be disastrous to our industry. 
An orderly offering of oil in int rnational trade can prevent either 
one or both of them from coming about. That is the r ason I hav 
been so intere ted in an international oil agreement. 

"In Iran, Irauq, Saudia Arabia, Kuwait and Bahrein will be 
found the greatest known potential oil r rv s of the world. Mr. 
E. DeGolyer, Chief of the Middle Ea t Mi sion for the Petroleum 
Reserves Corporation reported upon his return from an investi
gation of that area that the actual proved reserves amounted to 
16,000,000,000 barrels and th indicat d reserves between 25,000,-
000,000 and 27,000,000,000 barrel . Mr. James Terry Duce in his 
recent testimony before the O'M honey Committee gave the re
serves in this area as 26,000 000,000 barr 1 . These res rves were 
discovered by drilling less than 150 wildcat wells. To develop the 
oil reserves of the United States has requir d perhap 50,000 wildcat 
wells. 

"Production in the Middle East during 1938, the la t prewar year, 
was 332,572 barrels. Planned expansion of production and refining 
capacity will bring production to an estimated 600 000 barrels by the 
end of 1945. This is an increase of approximat ly 265,000 barrels 
daily over the year 1938. 

"While the Arabian Pipe Lin is pretty well 'dead' as a gov rn
mental project, it is far from that as a privately owned and operated 
line. Iraq Petroleum Company i planning a second twelve-inch 
pipe line to parallel the pres nt tw Iv -inch line to Haifa on the 
eastern shore of the Mediterran an, which will make possible a 
delivery of an additional · 115,000 barrels daily from Iraq. These 
two new lines will add 350,000 to 400 000 barrels daily production 
to the 600,000 barrels planned for 1945. Physical limitations will 
prevent the completion of these lines for an estimated two years. 
However, at that time, if used to capacity, they will bring the total 
production from that area close to 1,000,000 barrels daily. 

"On our recent visit to London we were the luncheon guests of 
the Anglo-Iranian Oil Company. After luncheon we had the 
opportunity of looking over a number of maps showing the oil fields 
of Iran. One field has produced 100,000,000 barrels from 30 wells. 
There are still remaining 100,000,000 barrels which can be pro
duced from these same wells. This is at the rate of almost 7,000,000 
barrels per well. Another field is currently producing 40,000 barrels 
daily from three wells. The oil flows to a high point on the lease 
where it is treated and under the same well pressure flows to the 
refinery about 120 miles away. The entire field operation is carried 
on with five men. 
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"The proved oil reserves of this area are given as approximately 
7,000,000,000 barrels. They are small compared to the possible 
reserves of the Middle East but the large production developed in 
this area for war use is dynamite unless it is handled constructively. 
It can cause great harm to the domestic and world oil industry. 

"Imports during August, mainly from South America, are esti
mated at 378,000 barrels daily, of which there is no criticism for we 
were still under war demand. Current figures are not available 
but the August rate compares with an average of 148,800 barrels 
daily for 1938. It is now time to insist that imports be reduced con
currently with the reduction of our domestic production. 

"During 1938, the last prewar year, the oil production from South 
America and the Caribbean area totaled 720,000 barrels daily. It is 
expected to reach 1,165,000 barrels at the end of 1945, an increase 
of 445 000 barrels daily over 1938. 

"With these developments in the Middle East and South America, 
there will be available from these two areas at the end of 1945 a 
total of 1,765,000 barrels daily. Within two years, from plans now 
under w2y, this production can be increased to 2,150,000 barrels 
daily. 

"Where will this oil find market? The total demand for petro
leum production in Europe and Africa during 1938 amounted to 
approximately 1000,000 barrels daily. Two hundred and thirty 
five thousand (235,000) barrels were supplied from within their own 
boundaries, leaving 765,000 barrels to be supplied from outside 
sources. Of this amount 235,000 barrels were imported from the 
United States and 340 000 barrels from South America and the 
Caribbean area. The remainder was supplied, with the exception 
of a few thousand barrels, from the Middle East. 

"I do not know the future of synthetic production in Europe. It 
can well be that the policy of the Allied Governments will prevent 
the re-building of these plants. Seeing part of the devastation 
brought about by the recent war and the impoverished condition 
of those countries visited on our recent trip to the Continent, I am 
not optimistic over a quick return to the prewar 1938 demand for 
civilian consumption. Military requirements may well take up that 
slack, but, assuming that the demand equals that of 1938, there 
will be much more oil available than is needed during the immediate 
postwar years. 

"If that oil which has been exported from the United States is 
added to the amount available from the Middle East and South 
America, there will be conservatively 1,000,000 barrels a day in 
excess of that required to supply the immediate postwar demand 
in Europe and Africa. That is more than twice the amount needed. 

"If that amount of oil is thrown on the market, it can bring about 
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a world oil war. This would advers ly affect ach on of u wh 
depends on the dome tic oil indu try for hi liv lihood. It i to pr -
vent such a situation that we have fought for a ound Anglo-Am ri
can Oil Argeement. 

"The indep nd nt took the lead in oppo ing th fir t An lo
American Oil Agreement. It wa not that the did not d ir an 
agreement on oil between Great Britain and th Unit d Stat . 
They objected to that Agre ment because it could hav brought 
about complete control of our dome tic oil indu ry. In p akin° 
before the Inter tate Oil Compact Commi ion at Oklahoma Ci T 

on October 7 1944 I clearly outlined my po ition in conn ction 
with that Agreement which po ition was later approv d b. th 
Board of Directors of thi Association. I further aid "I f 1 it is 
important to the independ nt produc r that an £fort b mad to 
develop some other vehicle to replac the pre ent Agre m nt which 
will be helpful in bringing about an ord rly off rin of oil in in r
national trade." In my opinion th Agreement just ex cut d by 
the United States and Great Britain is that vehicle. It ha my whol -
harted approval. 

"When the previou Agreement wa withdra ITTl from th Uni ed 
States Senate by the Pre ident, the Petroleum Admini trator a k d 
th Petroleum Indu try War Council to giv him in sp cific languag 
the wording of an Agreement which would r mov the industry' 
objections. It has been my privileg to serve a a memb r of th 
National Oil Policy Committee which wa char d with th 
ponsibility of m eting the Administrator's request. 

"The re-writing of this Agreement consumed many months. I 
wa my main source of concern and study ov r a long p riod of 
time. It was given serious thought by the other members and 
number of the committee ubmitted complet ly new draft . Each 
on of the e recommendations wa di cussed paragraph b para
graph in full Committee meeting which lasted for days. Th r ult 
wa a carefully con idered, accurately worded document that m t 
with my whole-h arted approval. My only fear wa that aft r it I ft 
the Petroleum Industry War Council there was dang r that om 
Governmental agency or tho who n gotiated the Agre m nt would 
change its intent or purpo e. 

"Fortunately. this did not occur and the A reement just com
pleted with England is in substance the same as the draft ubmitt d 
by the National Oil Policy Committ to the Petroleum Indu. ry 
War Council and in turn to the P troleum Administrator for War. 
It is an exc llent example of proper Government-Industry coopera
tion. The Sate Department, the Department of Interior, and the oil 
industry cooperated in bringing about what I believe is a complet 
understanding. The appointment of six industry advisers to go to 
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London for consultation during the period of negotiations with the 
English was constructive. We were fully consulted during every 
step of the deliberations and our suggestions given full consideration. 

"This Agreement removes my objections to the previous one. In 
the devolpment of the draft submitted by the National Oil Policy 
committee, I said on numerous occasions "Let's get it down to oil 
country language, language that I can under tand. If that is done 
then there will be no cause for misunderstanding." In my opinion 
everything that is intended to be covered is there in words that 
cannot be misunderstood. I believe it is difficult to read anything 
into it which was not intended. 

"There are several Articles and paragraphs in the Agreement 
which I would like to read to you. I think they will give you ample 
assurance that our domestic industry is fully protected from any 
regulation or control, either expressed or implied. The first is 
Article VII which reads as follows: 

" 'The signatory governments agree: 

(a) That the general purpose of this Agreement is to facilitate 
tke orderly development of the international petroleum trade 
and that no provision in this Agreement, with the exception of 
Article II, is to be construed as applying to the operation of the 
domestic petroleum industry within the country of either govern
ment; 

'(b) That nothing in this Agreement shall be construed as im
pairing OT modifying any law OT regulation, OT the right to enact 
any law OT regulation, relating to the importation of petroleum 
into the cotintry of either government.' 

"What is the exception in Article II? Article II reads: 

" 'In furtherance of the purposes of this Agreement the sig
natory Governments will so direct their efforts: 

' (a) That all valid concession contracts and lawfully acquired 
rights shall be respected and that there shall be no interference 
diTectly OT indirectly with such contracts or rights; 

'(b) That with regard to the acquisition of exploration and 
development rights the principle of equal opportunity shall be 
respected; 

' ( c) That the exploration for and development of petroleYm 
resources, the construction and operation of refineries and other 
facilities, and the distribution of petroleum, shall not be hamp
ered by restrictions inconsistent with the purposes of this agree
ment.' 
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"To me, this mean that the governm nt will o dir ct their 
efforts that each shall have the right of free operations in th other 
country on the basis of that country's citizenship. 

"The commi sion of six m mb r to b stabli h d under the 
Agreement is advisory only. It is well to r ad its duties and re
sponsibilities. 

"They are specified in Article IV a follows: 

" '( a) To study the problem, of the international petroleum, trad 
caused by the dislocations -resulting from wa-r; 

'(b) To study past and current trends in the international petro
leum trade; 

' ( c) To study the effects of changing technology upon the inter
national petroleum trade; 

' ( d) To prepare periodic estimates of world demand for petro
leum and the supplies available for meeting the demands 
and to report as to mean by which such demands and 
swpplies may be correlated o as to further the efficient 
and orderly conduct of the international petroleum trade; 

'( e) To make such additional reports as may be appropriate for 
achieving the purposes of this agreement and for the broader 
general understanding of the problems of the international 
petroleum trade.' 

' But again, to be doubly sure that the Commis ion i advisory 
only Artie! VI, paragraph b states as follow : 

"'(b) That no provision in thi Agreement shall be construed 
to -require either government to act upon any report or proposal 
made by the Commission or to require the nationals of either 
government to comply with any report or proposal made by the 
commission, whether or not th J r p rt or proposal is appro ed 
by that government.' 

"Now if you would still Ii 
Article VIII states in part: 

ha re s m furthPr a~ suranc , 

"'This Agreement . . . hall continue in force until three months 
a#er notice of termination has been given by either Government 
or until it is superseded by the International Petroleum Agree
ment contemplated in Article III.' 
"The Agreement provides for industry consultation. Article IV, 

paragraph 2, states in part: 

"' ... To enable the Commission to maintain close contact with 
the operations of the petroleum industry, the signatory govern-
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ments will facilitate full and adequate consultation with their 
nationals engaged in the petroleum industry.' 

"The intent of this paragraph is plainly stated. I believe that 
regardless of the membership of the Commission an advisory group 
from the oil industry would be helpful. To be most beneficial, it 
should be appointed concurrently with the naming of the Com
m1ss1on. I am sure we will all agree that on that group there 
should be ample representation of those who are sub tantially inter
ested in foreign fields. I believe too there should be representation 
by those interested solely in domestic production. 

"I assume this Agreement will take the same course as the pre
vious one and be presented for concurrence by the United States 
Senate. The Senate Foreign Relations Committee will at that time 
have the opportunity and responsibility of a full inquiry into all of 
the circumstances and understandings pertinent thereto. 

"It maye be necessary that Congress enact special legislation to 
permit tho e companies dealing in international trade to comply 
with the recommendations of the Commission. If so, I hope that 
Congress will ee fit to enact such legi lation. 

"Some may ask whether this Agreement will perform the service 
for which it is intended. I think it will My answer is based on 
the results from the time-tested principle of talking things out 
instead of fighting them out. When we disagree with one another 
we generally have to talk it out in the end regardless of what legal 
steps we take. If we sit across the table from one another and 
thoroughly discuss our different viewpoints in an atmosphere free 
of compulsion it is ten to one we will reach a solution that is mutu
ally fair and agreeable. That is the ba is on which the Agreement 
was written and the atmosphere in which it wa negotiated and 
concluded. The fact that the complete A reem nt was reached in 
less than one week is an indication of the sincere desire by both 
partie to reach an understanding and peaks well for its future . 

"I hope that after study and deliberation th membership of th 
Independent Petroleum Association of America will at some time 
during these sessions express their sentiments concerning this Agree
ment. There are other members of the advisory group present who 
are as well or better inf or med than I am, and who, like myself, 
will be glad to enter into a complete discussion of any of its phases." 
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RESOLUTION 
Adopted Unanimously at the Sixteenth Annual Meeting of the 
Independent Petroleum Association of America, Tulsa, Oklahoma 

October 17, 1945 

WHEREAS, th Indep nd nt P trol um A ociation of Am rica, 
at its Annual Me ting held in Dalla , T xa unanimou ly adopt d 
a resolution urging and r comm nding that th S nate of th Unit d 
States do not give its advic and con nt to th ratification of th 
Anglo-Am rican Petroleum Agreem nt ubmitt db th Pr id nt 
on August 24, 1944 for th r a n that aid agr m nt cl arly 
violated, and wa in defianc f the principle t f rth in th re olu-
tions adopted by the Indep nd nt P trol um ociation of America 
and by the resolution of th P trol um Indu try War Council dat d 
January 12, 1944 (adopting and reaffirming th am id ntical 
principles) , and for the following additi nal r a ons, among oth r : 

The treaty-making devic inh r nt in th Anglo-Am rican P -
troleum Agreement is being wrongfully u d to v t in the Congr 
or the Executive D partment of the United Stat Government, or 
an International Oil Commission, pow r in tim of peac not now 
vested in the Federal Gov rnm nt und r our Con titution 

(a) to fix production quota in th oil producing ar a of th 
world including the Unit d St t , and th ev ral oil pro
ducing states; 

(b) to make market allocation throughout th world; and 
(c) to fix prices of oil and its product , or pric c iling , r 

what may be d em d ' fair pric '· and 
(d) to take jurisdiction over conservation r gulations by making 

determinations of "sound engine ring practic s" to be effec
tuated by Federal law or int rnational agr ment; and 

( e) to regulate our dome tic oil business in relation to the eco
nomic advancement of foreign oil con urning or for ign oil 
producing countries; and 

(£) to surrender the control of import r gulations and duties 
on foreign oil importations while the United Kingdom pre
serves "imperial pr f r nee "; and 

(g) to vest in an international oil commis ion the determination 
of "peaceable" and 'non-p ac able" countries as the ba is 
for eligibility or banishment from international trade in oil, 
irrespective of wheth r our nation is otherwise on friendly 
terms and enjoys amicable relations with such nations; and 

(h) to regulat 'the production proc s ing transportation, and 
distribution of petroleum" in the United States (except as to 
the now recognized constitutional regulation of transporta
tion in interstate and foreign commerce); and 

(i) to legalize cartels," and 
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WHEREAS, the President of the United States subsequently 
withdrew said treaty from the consideration of the Senate of the 
United States; and 

WHEREAS, a n w proposed Anglo-American Oil Treaty was 
rewritten and revised to correct and obviate each and all of the 
objections thereto set forth in th foregoing resolution and was 
renegotiated between the United State of America and the United 
Kingdom of Great Britain and Northern Ireland and was signed 
by the representative of each of said governments in London on 
September 24, 1945, and will be ubmitted to the Senate of the 
United States for ratification; 

BE IT THEREFORE RESOLVED by the members of the IPAA, 
in Annual Meeting assembled, that they do hereby urge and recom
mend to the Senate of the United States that it do give its affirmative 
advice and consent to the ratification of such Treaty, as signed in 
London on September 24 1945. 

* * * * * 
The following tatement appeared in the November 12, 1945 

issue of THE OIL WEEKLY and was mailed to all members of 
!PAA. 

SAYS PRESENT LANGUAGE OF OIL PACT APPROVED 
BY INDUSTRY'S CONSULTANTS 

By George A. Hill, Jr., 
Oil Industry Consultant to U. S. Delegat s Negotiating 

Anglo-American Oil Agreement. 
The Anglo-American Oil Treaty, in the precise form trans

mitted to the Senate by the President for its advice and consent is 
the text approved by the American delegation and the industry 
consultants who attended the London Conference. The text released 
by the Petroleum Administration for War erroneously misstated the 
word "all" for the word "those" in one place in the Treaty, which 
will be indicated in the below quoted and relevant portions of 
such Treaty: 

"In relation to the Government of the United Kingdom of 
Great Britain and Northern Ireland, the United Kingdom all 
those British colonies, overseas territories, protectorates, 
protected states, and all mandated territories administered 
by that Government. 

"In relation to the Government of the United States of 
America, the continental United States and all territory under 
the jurisdiction of the United States, lists of which as of the 
date of this agreement, have been exchanged." 
Erroneous statements have been made with reference to this 

matter in a number of particulars, which, I believe, I am in a position 
to authentically correct: 
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First: The Treaty, as approved by the con ultants used the 
word "those" in the context as above set forth, and was not changed 
after submission to the consultants, or aft r signature by the repre
sentatives of the two Government . 

Second: The word "those" was u ed intentionally and advisedly 
and for the precise purpose of committing the British Government 
by a list of the constitutent parts of the United Kingdom. 

This was of importance for several reasons: 
First: The American oil industry and the American delegation, 

and the industry consultant were a unit in insisting upon inclusion 
of subdivision (a) of Article 7 in the Treaty as follow : 

"That the general purpo e of this agr ement is to facilitate 
the orderly development of the international petroleum 
trade, and that no provision in this agreement with the ex
ception of Article 2, is to be construed as applying to the 
operation of the domestic petroleum industry within the coun
try of either Government." 
The purpose of this articl,e was to make clear that the Inter

national Petroleum Commission, even in it purely advisory recom
mendations, would have no application "to the operation of the 
domestic petroleum industry u,,ithin the country of either Govern,
ment." 

This provision, therefore wa designed to define what constitutes 
oil in international trade, and to define what oil was within the 
domestic petroleum industry of each country signatory to the agree
ment. The United States was conspicuously advantaged by this 
provision inasmuch as oil operations in the United States and its 
territories are very large, and oil operations in the United Kingdom 
(as described in the Ii t fil din the State Department) are relatively 
unimportant. 

Second: Article 2 of the Treaty as abov indicat din subdivision 
(a) of Article 7, is as follows: 

"Article 2: In furtherance of the purposes of thi agree
ment, the signatory Governments will so direct their efforts: 

"a. That all valid conces ion contracts and lawfully 
acquired rights shall be respected and that there shall be no 
interference directly or indirectly with such contracts or 
rights. 

"b. That with regard to the acquisition of exploration and 
development rights the principle of equal opportunity shall 
be respected. 

"c. That the exploration for and development of petro
leum resources, the construction and operation· o' refineries 
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and other facilities, and the distribution of petroleum shal! not 
be hampered by restrictions inconsistent with the purposes 
of this agreement." 

The meaning of this article is that respect for, and non-interfer
ence with, valid concession contracts and the principle of equal 
commercial opportunity, and non-interference with oil explorations 
and operations shall be guaranteed by both countries, both within 
such countries and throughout the world. The failure to have a 
Treaty containing these obligations has been the cause of previous 
friction between the two countries and their nationals in the Middle 
East. 

I was one of the ten advisers to the State Department when the 
original Treaty was negotiated, and filed specific objections thereto, 
not only during the course of its negotiation, but after it was sub
mitted to the Senate of the United States by President Roosevelt for 
ratification. I approved in the original Treaty substantially the same 
provisions as are set forth in Article 2, above quoted and also did 
the entire oil industry, in my opinion, but I objected to other pro
visions of said Treaty, and filed such objections with the Petroleum 
Industry War Council on September 13, 1944. Such objections 
were chiefly summarized in a resolution which I prepared, and 
which was adopted by the Oil Operators of Texas and countless other 
oil and gas trade associations, Chambers of Commerce, civic bodies, 
etc., which nine points of objection were as follows: 

"To the use of the treaty-making device inherent in the 
Anglo-American Petroleum Agreement to vest in the Con
gress, or the Executive Department of the United States 
Government, or an International Oil Commission powers in 
time of peace not now vested in the Federal Government 
under our Constitution, 

"(a) to fix production quotas in the oil producing areas of 
the world, including the United States, and the several oil 
producing States; and 

" (b) to make market allocations throughout the world; 
and 

" ( c) to fix prices of oil and its products, or price ceilings, 
or what may be deemed 'fair prices'· and 

"(d) to take jurisdiction over conservation regulations by 
making determinations of 'sound engineering practices' to be 
effectuated by Federal law or international agreement; and 

"(e) to regulate our domestic oil business in relation to the 
economic advancement of foreign oil consuming or foreign oil 
producing countries; and 
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"(£) to surrender the control of import regulation and 
duties on foreign oil importations whil the United Kigdom 
preserves 'imperial preferenc ·' and 

"(g) to vest in an international oil commission the deter
mination of 'peaceable and 'non-p aceable countries as the 
basis for eligibility or bani hment from int rnational trade in 
oil, irrespective of whether our nation is otherwise on friendly 
terms and enjoys amicable r lations with uch nations; and 

"(h) to regulat 'the production proces ing transporta
tion, and distribution of petrol um' in the United States (ex
cept as to the now-recognized constitutional regulation of 
transportation in interstate and foreign commerce) ; and 

"(i) to legalize cartels." 

Such objections prevailed and the President of the United 
States withdrew the original Treaty from the consideration of the 
Senate. 

The new Treaty that has been negotiated was drawn with scrupu
lous care to meet and obviate every objection recorded to the 
original Treaty. The International Oil Commission has no power 
whatsoever to make enforcible recommendations, or when approved 
by either or both of said Governments, to enforce any recommenda
tions which are purely and strictly advisory only; and furthermore 
the American delegation, in response to United industry opinion, 
inserted in said Treaty Subdivision (b) of Article 6 as follows: 

"That no provision in this agreement shall be construed 
to require either Government to act upon any report or pro
posal made by the commission, or to require the nationals of 
either Government to comply with any report or proposal 
made by the commission, whether or not the report or pro
posal is approved by that Government." 

The new Treaty, therefore, does not in any way "vest in the 
Congress of the United States or the Executive Department of the 
United States or an international oil commission power to fix pro
duction quotas to make market allocations, to fix prices, to take 
jurisdiction over conservation to regulate the domestic oil business, 
to take control of import regulations, to determin the peaceable 
or non-peaceable status of foreign countries, to regulate production, 
processing, transportation or distribution of petroleum in the 
United States or elsewhere, or to legalize cartels." 

It has been asserted that, in connection with the list of areas 
filed by the United Kingdom with our State Department, describing 
its constituent parts, that "this list does not include Burma, one of 
the richest future sources of British oil" and that if this is correct, 
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then, while the United States is throwing all of its oil fields into 
the cartel pot, Britain has slipped one of her best ones by-by a 
mysterious change in the Treaty wording. This, of course, is a 
doubly erroneous statement: 

1. There is no cartel in the Treaty. 

2. The United States expressly exempts from the operations 
of the Treaty, all domestic oil <rperations. 

3. The exclusion of Burma from the list is what subjects 
present and future Burmese production to the advisory 
recommendations of the International Oil Commission. 

4. In like fashion the exclusion from the list of Kuwait and 
Bahrein Island has the same effect with respect to each of 
these areas as to Burma. 

5. The United Kingdom is bound to recognize equal commer
cial opportunity, respect for American concessions, ex
ploration, rights, etc., within such areas, under the provis
ions of Article 2, as within the areas embraced by the 
United Kingdom as detailed in the list filed by the State 
Department. 

Someone has asserted that, because there is certain similar 
language in the Preamble of the new and revised Treaty to that 
contained in the original and objectionable Treaty, that the two 
Treaties have the same force and effect. This is an obviously un
sound conclusion and is due to a lack of legal comprehension of both 
the language employed, and the legal effect thereof in the two in
struments. 

There was eliminated from the Preamble of the new Treaty the 
provisions of Section 3 of the Preamble of the original Treaty, pro
viding for "due consideration of such factors as available reserves, 
sound engineering practices, and relevant economic factors" which, 
in the original Treaty, were to be used as factors upon which to predi
cate quotas and allocations. 

There has been eliminated from the Preamble all reference to 
Section 4 of the Preamble of the original Treaty providing that 
"such supplies should be available in accordance with the principle 
of the Atlantic Charter," for the many reasons pointed out in the 
original objections filed by me with the Petroleum Industry War 
Council and the State Department, which included the objection that 
Winston Churchill had reserved the right to have "imperial prefer
ences" unaffected by the provisions of the Atlantic Charter. 

There was eliminated from the new Treaty the provision in the 
original Treaty "that upon approval of the recommendations of the 
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commission, they will endeavor, in accordance with their r spective 
constiutional procedures, to give ff ct to uch approved recom
mendations" and, as previously pointed out th Am rican delegation 
and industry consultants in erted in the Treat th provi ions of 
Subdivision (b) of Article 6, a. suring that the r commendations 
were advisory only, and tha AmPrican citizens could not be r quired 
to comply therewith even though approved by th Am ric-an Gov
ernment. 

There was eliminat d from the n w Treaty th pr i ion of 
Subdivi. ion 4 of Article IV of the original Tr aty and Subdivi ion 
3 and 4 of Article II of th original Tr aty and, a pr iously stated, 
no power whatsoever wa grant d to th International Oil Commis
sion to do other than mak tudie and recomm ndations x cpt 
to make studie and r commendation in the am advi ory way that 
is followed by the Inter tate Oil Compac Comrni ion in relation to 
the domestic oil busin s in th Unit d Stat . 

The industry consultants who accompanied th American dele
gation to the London Conf rence were £re agents; paid their own 
expenses to and from the London Conference and reserved unto 
themselves and each of them a free and unre$tricted right to object 
to any article, sentence, or word contained in the proposed Treaty 
throughout the negotiation thereof and the Treaty as finally signed 
happily met with the entire concurrence of each of them. Not only 
the new Treaty, but the original Treaty and its ant cedent and re
lated projects, the Petroleum Reserves Corporation, and the Saudi 
Arabian Pipe Line have received in th pa t my ost painstaking 
consideration, and I can assert confidently that th n w Treaty has 
been drafted and signed in form and text to meet ach and all of 
the objections that I have addressed th r to ove • the past eighteen 
months. 

* * * * * 
STATEMENT OF IPAA ON THE PROPOSED 

ANGLO-AMERICAN OIL AGREEMENT 
(Issued from Shrev port, Louisiana January 16, 1945 by the 

Ex cutiv Committee and State Vice-Presidents and 
mail d to the membership of IP AA.) 

It is the position of the Independent Petroleum Association of 
America that the Anglo-American Oil Agreement, sometimes re
ferred to as a treaty, hould be ratified by the United States Senate 
to which it has been submitted. 

That position was taken by the Association in a resolution 
adopted in Annual Meeting in Tulsa on October 17, 1945. Since that 
date some elements of the oil industry have taken a contrary view 
and have announced their intention to oppose ratifications in the 
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hearings which will be conducted by the Senate Committee on 
Foreign Relations. The hearings are scheduled to begin on Feb
ruary 15. 

In view of the announced opposition the agreement was re
examined and discussed in a meeting of the Executive Committee 
and State Vice-Presidents of the A ociation in Shreveport, Lou
isiana, January 15 and 16. It was felt that proper attention should 
be given to the objections, although at the time the Association 
endorsed the agreement in October no objection was made during 
the extended discussions of the subject. 

Having gone over the several objections since revealed in the 
public press and in communications and circulars, the Association's 
Executive Committee is of the same mind that it was in Tulsa when, 
as individuals voting in the membership meeting, it supported the 
resolutions favoring ratification. 

The progress of the Agreement has been slow and, in its first 
stages, marked by much controversy. The first Agreement was 
signed in Washington and was announced on August 8, 1944. The 
Independent Petroleum Association of America opposed that Agree
ment. It contained several provisions stated and implied which 
were looked upon as threatening the free functioning of the oil in
dustry and opening the way to regulation of the domestic oil in
dustry of the United States under regulations made by an interna
tional commission. It became apparent that the Agreement would 
fail of ratification by the Senate and it was withdrawn. 

With that Agreement we have no further concern. The one 
now before the Senate was rewritten in the light of the objections 
raised to the first Agreement and it contains express provisions 
which forbid the restrictions which it was feared would ensure 
under the first Agreement. This is a new document. It was drafted 
in London last September and there was present and assisting in 
the drafting an advisory committee of oil industry men, some of 
whom had been leaders in the opposition to the original Agreement 
as written. Two of these advisers, Ralph T. Zook then Pre ident 
of the Independent Petroleum Association of America, and George 
A. Hill, Jr., of Houston, Texas, were present at the October meet
ing of this Association. On several occasions during that meeting 
which lasted three days, they participated in the discussions of the 
Agreement. It was examined line by line. It was searched for 
possible interpretations and for ultimate effects. It was subjected 
to the most careful analysis. All inquiries on that cca ion w r 
satisfied and all doubts were resolved. 

The Agreement which is now befor th Senate provides af
firmatively for the following: 

-22-



1. The facilitation of orderly development of the international 
petroleum trade. 

2. The creation of an advisory commission of six members to 
make continuing studies and recommendations designed to 
promote such orderly development. 

3. Respect by the signatory nations for all valid concession con
tracts and lawfully acquired rights; non-interference, direct
ly or indirectly with such contracts and rights. 

4. Respect for the principle of equal opportunity in the acquisi
tion of exploration and development rights. 

5. Freedom from restrictions inconsistent with the purposes of 
the Agreement as to exploration for and development of pe
troleum resources, the construction and operation of refin
eries and other facilities and the distribution of petroleum. 

The Agreement contains the following express limitations and 
restrictions upon its own operation: 

1. The Commission to be named is limited to advisory duties. 
Neither Government is requir,ed to act upon any report or 
recommendation which the Commission may make nor, if 
approval is given, to require the nationals of either Govern
ment to comply with any report or proposal. 

2. Nothing in the Agreement is to be .interpreted as modifying 
or impairing any law or regulation relating to the importation 
of petroleum into the country of either Government, or to 
impair or modify the right to enact laws relating to impor
tation. 

3. Either signatory Government may withdraw from the Agree
ment on three months' notice. 

The Independent Petroleum Association of America views this 
Agreement as a constructive step toward the protection of our 
domestic industry from the chaos that could be caused by the ex
ploitation of foreign oil reserves now developed to their greatest 
potential capacity in history. Difficulties can be resolved usually 
through free and frank discussion of the problems. The advisory 
committee can provide the means for such discussion. It will have 
no authority. It in no way limits the use of our constitutional 
processes nor our right to seek correction of difficulties at the 
hands of our constituted authorities. 
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The Independent Petroleum Association of America recom
mends the ratification of the Agreement, but it hopes that the hear
ings will develop full discussion by those who oppose as well as 
those who favor the Agreement. It is no edict thrust upon us but 
a proposal that must undergo the test of discussion and debate. We 
are glad that those who are in opposition will have equal opportun
ity to make known their views. 

* * * * * 
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