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September 10, 1970

TO MEMBERS OF THE MCA BOARD OF DIRECTORS

Subject: Letter to the Chairman of the House Ways &
Means Committee on the Proposed Tax on
I.ead Additives in Gasoline,

Gentlemen:

Enclosed for your approval or comment is a draft of a
letter to the Chairman of the House Ways and Means Committee
opposing the Administration’s proposal for a tax on lead additives,
This letter was prepared by the MCA Tax Policy Committee.

Hearings before the Ways and Means Cominittee on this
tax proposal began yesterday with Administration witnesses urging
passage of the measure. The Committee will receive testimony
from public witnesses on Monday, September 14, 1970,

Our statement must reach the Committee by Septem-
ber 18, 1970, May I have your comments or concurrence, by
wire, telephone, or letter, prior to that date,

Sincerely,
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Honorable Wilbur D. Mills
Chairman

Committee on Ways and Means

U. S. Bouse of Representatives
Washington, D. C. 20515

Dear Mr. Chairman:

The Manufacturing Chemists Association wishes to take this
opportunity to present its views on the President's proposal for
a tax on lead additives used in the refining of gasoline. The
Manufacturing Chemists Assgsociation is a nonprofit trade associa-
tion ¢f 170 United States member companies r;presenting more than
90 percent of the production capacity of basic industrial chemicals
within this country.

The legislation in question would impose a tax of $4.25 per
pound on lead used in motor fuel additives. The objective of
the tax, according to the Secretary of the Treasury, is "to
create an immediate, effective incentive for the rapid conversion
to gasoline with a low, and eventually lead-free content." The
proposed tax is called a wvital element in the Administration's
priority program to reduce air pollution.

This Association recognizes that the problem of controlling

air pollution is of major concern to all--State and Federal

goverments, industry, and the public at large. Extensive hearings
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on this subjact have been conducted by committees of this Congress
and previous Congresses. Almost three years ago Congress enacted
the Air Quality Act of 1967, which dealt comprehensively with
the entire problem of air pollution, including the subject of
fuels and fuel additives. In June of this yeér the House of
Representatives passed H.R. 17255, the Clean Air Act Amendments
of 1970, which would tighten controls further. The Senate Public
Works Committee now has a related version of this measure under
consideration, and passage of this legislation in this session
of Congress is likely. We believe that this is the proper way
to address the issue of air pollution control--not by a piecemeal
measure which singles out one alleged pollutant and attempts to
tax it out of existence by a tax which is 450 percent of the
present sale price of lead used in gasoline;

The chemical industry is not opposed to strict air pollution
controls; in fact, it is strongly in favor of the development of
a sound approach to accomplish this objective. We believe that
legislation concerning the subject of motor fuels and additives
should be considered along with all related air pollution problems.
For example, a determination should be made of the consequences of
shifting to lead-free gasoline. In a May 1970 report, the Interior

Department released the results of a study which showed that the
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removal of lead from gasoline would seriously worsen the major v
pollution problems of automobilgs rather than remove them. This

study showed that the photo-chemical reactivity of automotive

emissions was found to be increased by as much as 25 percent when :l a}

fuel was changed from typical U. S. leaded gasoline to prototype[{/égfrén

unleaded gasoline of comparable cctane quality. The increase was
attributed to characterxristics of the blending components that wer
used to obtain the reguired octane quality without using lead.
The basic justification offered for proposing the elimination
of lead alkyls from motor fuel is that more effective and longer 9

QQ

lasting emission control devices could then be developed for
general use. However, catalytic mufflers that c¢ould benefit from k//

the use of lead-free fuel are not now available. Thus the immedi-

ate éffect of 1e$d reduction would be to increase all emissions
(except lead), with a resultant increase in air pollution, as
indicated in the above-mentioned Interior study report.

The purpose of this tax proposal is to encourage each gasoline
refiner to accomplish the transition from leaded gasoline to
unleaded gasoline as soon as possible. This is done by imposing
this tax so as to increase the cost of formulating‘gasoline with
a lead additive. It is estimated that the proposed tax will

result in a first year revenue gain of approximately $1.6 billion,
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which will diminish as the incentive takes effect and lead-free

or low-level lead gasoline is marketed in greater volume. But
this tax is eminently unfair. It is imposed on only one fuel
additive--lead--and leaves alone any other fuel components without
imposing any tax on them. This is a discriminatory tax which has
a unique purpose behind it. Generally, taxes are designed to raise
revenue. This tax is designed to raise revenue only for a short
period of time after which it is hoped that all of the gasoline
refined in this nation will be unleaded; thereafter no revenue
would be received under these provisions. As has been noted by
many people commenting on this particular tax, if the tax does
accomplish its objective then there will be no revenue gain as a
result of this imposition. On the other hand, if jt does produce
the desired revenue, it will have been a failure as a means of
pollution abatement.

The chemical industry is in favor of taking steps to protect
our environmental resources and to repair the results of past
neglect. However, this Association believes that the proposed tax
would be discriminatory as a revenue producing measure and in-
effective in achieving significant improvement in the quality of

our air or the health of our citizens. In our opinion, it is a
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piecemeal approach without a proper evaluation of the adequacy or
the need for legislation in this area.

Sincerely,

W, J. Driver
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