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PRELIMINARY REPORT OF THE SPECIAL COMMIT-
TEE STUDYING TANK-WAGON PRICES OF GASO-
LINE AND FUEL OIL.

I
To the Honorable Senate and House of R ti

Phe special committee, created by joint order of the Senate and
House to investigate the increase in the tank-wagon price of gasoline
nd/or fuel oil affected by the oil companies doing business in tl

Commonwealth herewith submits a repor
Following the terms of the order, the President of the Senate

appointed Senators Silvio 0. Conte of Pittsfield, John F. Parker of
Taunton and William D. Flemin
of the House appointed Reps. Ric

if Worcester; and the Speak
rd R. Caples of Boston, Georj

R. Como of Chicopee, William J
Lawless of Worcester and Wall:

Kingston of Springfield, John J.
;e B. Crawford of Pittsfield to

serve on the Committe
A sub-committee has gone directly to the source of the major

oil supply for New England and has conferred with top off
not only there but in New York.

They have consulted with George Gregor and Donald Bennett
of the Magnolia Oil Company; W. A. Edwards, an official of the
largest oil retail outfit in Dallas, Texas; with Arthur M. Curtis
of Esso Standard and James Major of the Louisiana Petroleum
Industries Committee in New Orleans; with G. L. Farrell, H. H.
Meier, H. F. Goss and W. B. Franklin of the Humble Oil Company
of Baytown, and many other

consulted with the leading mar-
nson, V. A. Bellman, J. J. Scott

In New York the committ
" keters, including Rogert H. W

L. D. Fox and George McDanL
and Adam Rumoshoky, direct
American Petroleum Institute

ill top officials of one oil company,
of the marketing division of the
a Houston, with Frank Watts of

r

Humble Oil Company; and in Baytown, Texas, with Edward C
Scurlock, an independent producer and retailer.

Cfte Commontoealtl) of Soassaclbusettsi
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To date the Committee has held three well-attended hearings,
all open to the general public, but designed primarily for dealers,
oil companies and for motorists.

Thus far your Committee has collected informative material,
including oral and written testimony, pamphlets, booklets and
brochures on every phase of the petroleum industry from its dis-
covery and first utilization to plans for conservation and marketing
today, which eventually will be turned over to the Legislative
Research Council for permanent record.

The Committee is convinced that a crazy quilt pattern governs
prices not only from region to region and from State to State, but
even from city to city and town to town.

A prominent official of one of the leading independent oil com-
panies testified publicly that his company was able to sell gasoline
in Providence, Rhode Island, for less than 10 cents per gallon, tank-
wagon price, and show a profit. The Committee has planned a
series of four regional hearings to learn more at first hand about
these crazy quilt price deviations.

From the testimony presented to the Committee, it is our con-
clusion that there is no justification for such variances throughout
the Commonwealth of Massachusetts, and that continued steps

ouid be taken to remedy this situation
Testimony of the dealers themse

caught in an economic vise contro
and are powerless for the most pari
oil-consuming public. Thus far, t
bjr and large to the gasoline phase ■

ited that thev
lied by the major oil companies

art to help either themselves or the
the Committee has devoted itself

ie of the industry.

The fuel oil situation has yet
for continued investigation is j
and the increase of one cent pei

to be explored, however, and need
roven the recent manipulations

.on in the price of both gasoline
fuel oil. The Committee most disturbed by this recent price

in gasoline and oil at the top level of the oil industry, whichme

increase the industry has attemptec
The Committee is of the opinion

i to blame on the Suez crisis,
that this increase was ordered at
cord highs, and production was
ce increase was ordered, gasoline

a time when stocks approached r
at an all-time peak. When the pr
stocks had been increased at a record pace, and reached a peak of
nearly 187,000,000 barrels in 1956, an increase of nearly 18,000,000
barrels over a year ago.
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At the same time, supplies of heating oil stood at nearly 185,000,-
000 barrels a jump of more than 27,000,000 barrels in a year.
United States oil production reached its record the week before the
announcement of price increase. It hit an average of 7,416,700
barrels, compared with 7,392,350 barrels the previous week, and
7,026,450 barrels for the comparable week in 1956. Gasoline stocks
jumped that week by 1,000,000 barrels, while the towering fuel oil
supplies were maintained despite a drop of about 1,000,000 barrels,
and earnings of the major oil companies soared.

The Committee is reluctant to believe that the oil companies are
correct in blaming the Suez crisis at a time when Massachusetts
has experienced the worst and coldest winter in years and oil con-
sumption has been at high levels.

In this connection, the Committee has been informed that the
day before Standard of New Jersey acted, Texas Service Stations
Associated wired President Eisenhower and the Texas delegation
in Congress a warning that a price war might develop because of
the surplus of gasoline unless that fuel were shipped to Europe
along with crude oil and distillants.

The research department of a large labor union in the oil indus-
try has informed this Committee that the total labor cost of produc-
ing a gallon of gasoline is less than 2/3 of a cent. As a matter of fact,
the union points out, every time a motorist buys a gallon of gasoline
the refining company gets approximately twice as much in profits
as the worker gets in wages. First-hand testimony from the source
is also necessary on the part of this Committee.

“The price increases, imposed by the major companies and cover-
ing most of the country east of the Rockies, came at a time when
storage tanks of finished products bulged with near-record stocks
despite the sharply increased demand from Europe in the wake of
the Suez crisis. They blamed higher crude prices as well as labor
costs,” the Committee has been informed.

Now the Texas Railroad Commission, which regulates crude oil
in the State where about 45 per cent of all domestic crude is
produced has taken steps to boost the price still higher.

In a sleight-of-hand order, it increased February daily output
limits slightly, but cut the number of days on which oil can be pro-
duced from 16 to 15. This means a 3.5 per cent drop in production
over January.
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The Committee feels that perhaps some type of legislation can be
accomplished at the state level to control and watch over the situa-
tion that affects every individual in the Commonwealth. Copies of
this report should be sent to individual members of the Massachu-
setts Delegation in Congress, to call to their attention the situation
that exists in their own backyard.

It is our opinion, however, that a vigilant committee can act in
the capacity of a watchdog to keep the public informed of the
situation, and to make the oil companies aware of the Massachu-
setts legislators’ deep interest. The Committee has planned a
series of regional hearings in various counties to learn more at first
hand about these price deviations and existing abuses.

Jobbers and wholesalers are yet to be consulted, and this is a
must. To permit the Committee to carry out its plans and to pre-
pare a report that will provide the Legislature and the general
public with a true picture of the facts, more time is required. The
Committee therefore submits the attached order.

Respectfully submitted

SILVIO 0. CONTI
Chairman.

JOHN F. PARKER.
RICHARD R. CAPLES,

Vice Chairman.

WILLIAM J. KINGSTON.
GEORGE R. COMO.
WALLACE B. CRAWFORD.
JOHN J. LAWLESS.
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Senate. January, 1957.

Ordered, That the Joint Special Committee (established by an
order adopted by the Senate on July 23, 1956, and by the House of
Representatives on July 25, 1956) to investigate the increase in
tank-wagon price of gasoline and of fuel oil by certain oil companies
is hereby revived and continued. Said committee shall, in making
its investigation, inquire especially into the effect such increase in
price will have upon the consumer, whether such increase is to be
reflected in the price paid by consumers, and whether the said in-
crease is justified under present economic conditions. Said com-
mittee shall be provided with quarters in the State House or else-
where, may hold public hearings, may travel within and without
the Commonwealth, shall have the power to summon witnesses and
to require the production of books, records and papers, and the
giving of testimony under oath, and may expend for expert, tech-
nical, legal, clerical and other services and expenses the unexpended
balance of item 0110-66 of section 2 of chapter 688 of the Acts of
1956, and such additional sums as may be appropriated therefor.
Said committee shall report from time to time to the General Court
the results of its investigation, and its recommendations, if any,
together with drafts of legislation necessary to carry said recom-
mendations into effect by filing the same with the Clerk of the
Senate, the final report to be made not later than the last Wednesday
of January, 1958.

CJje (Eommontoealtl) of Massachusetts

ORDER.
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