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?he President's Economic and Tax-Pro~ran . C> 

The President's State of_ the Union Address outlined the 
nation's current· economic situatio:1 .o:m(,i. outloo!<, and his 
economic and tax oror:--ram w:1.; ci." are desiO-ned to wafYe a 

... (....'t ... ... :.? '"' . 

~imu~taneot.;s three-front canpair,n against recession, in-
£lat~on ana enercy dependence. 

nAc:t:m: .. ouun 

The U.S. econm.'W is faced wit~"l the closely li::1"-ce:J problens 
of inflation and recession. Durin;-: 197L~, _ t~!e ecorwDy 

. • ~ • h • •. f'" • ··~ • • T, 1 l e:t-::.pe:n.ence .. ~ t~1e ~ :L[nest rate o:c ~n::J.at:Lon s:::..nce. dor ... o. 
Uar II. Late in 1':;71:-, _";·;hen a recession- set in, unc:-1ploy
ment rose sharply to' over 7 percent, the hi~hest l~v~l 
in 13 years. - - · 

Accelerated inflation had its roots in the policies of the 
past and several recent developments not subject to U.S. 
control. Specifically: 

Excessiv~ Federal siendins ancl._lendin3 for over 
·a decade an~: too i:lUC~l none.y and c:::edit r.;rm·1th. 

Unusually poor harvests contributed heavily to 
world":"\·lide food s~1ortase:s and· escalating food 
prices. 

\Jorld petroleun product prices increased 
dramatically due to t:te Arab n~tions' enbarzo 
on shi:Jneuts of oil to-the U.n., the quad.ru
plinz ~f the price of crude oil by the OPEC 
nations, and their sharu reductions in 
crud,e oil production to .. naintain hi::;her prices. 
Iiir;her ener:-:y prices ·uc-re passc3. throu:;h in 
the prices of other products and services. 

The decline in U.S. domestic production of oil 
and natural r;as that bez;an in the 1::'50' s also 
contributed to hi;her enersy prices. 

more 
(OVER) 
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An economic boom occurred simultaneously in 
the industrialized nations of the world. 

There were two international devaluations of the 
dollar. 

Inflation contributed strongly to the forces of recession: 

The real purchasing power of workers' paychecks 
was reduced. -

Inflation also reduced consumer confidence, 
contributing to the most severe slump in · 
·corisume_r purchasing since World Har II. 

Inflation forced interest' rates to very high levels, 
draining funds out of financial institutions that 
supply most mortgage loans and thus sharply reducing 
construction of homes. 

Federal Government spending and lending programs, 
accounting for . over half the funds raised in .•- ' 
capital mai•kets > reduced the ar.10unt of money . J 
available for capital in~estments needed to raise ~/ 
productivity and increase living standards. 

CURRENT SITUAT:ION AND NEAR-·TERH OUTLOOK 

The economy is now in a full-fledged recession and unemploy~ 
ment will rise further. Inflation continues at a rapid pace 
and the need to take immediate steps to conserve energy will 
further complicate the problem iriitially. 

There are no instant cures. A careful and balanced policy 
approach is required. It will take time to yield full·results. 
There is, however, no prospect of a long and deep economic 
downturn on tbe·scale of the 1930~s~ 

more 
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U~~.:.?R ELEHElTTS OF THE PRZSIDErJT' S ECONOi'HC MID T.AX PP.OG"gAH 

I. A $16 Billion Teoporary, Anti-Recession Tax 
~eauction. Th£s major reouction in taxe~roposed 
for individuals and businesses is designed to 
restore consumer confidence and promote a recovery. 
of production and employment. The recession is 
deeper and more '<-lidespread than expected earlier, 
but the tax reduction -- together with the easing 
of monetary conditions that has already taken 
place -- will support a healthy economic recovery. 
The tax reduction must betemporary to avoid 
excessive stimulus resulting in a new price 
explosion and congested capital narkets. The 
temporary nature of the reduction is consistent 
with the long-term econooic goals o£ achieving 
and maintaining reasonable price stability and 
raising t~e share of national output devoted to 
saving and capital forQation. 

II. Ener~y Taxes and Fees. Energy excise taxes and 
fees on petroleum-ana natural ga~ will reduce use of 
these energy sources and reduce the nation's need 
for importing expensive and insec e foreign oil. 
Removal of price controls from de) ·.c:.s tic crude oil 
(together with other energy actio:;s) 'tlill encourage 
domestic oil production. A l<7indf,t11 profits tax 
would recover windfall profits re:.;lting from 
crude oil decontrol. Energy taxer and fees are 
expected to raise $30 billion in lDW Federal 
revenues on an annual basis. 

III. Permanent Tax Reduction I·Iade Poss·' 1 -~ T_>v_ E_•r1ergy __ '" ::-::::-:;· -... -- -r;c"So-r...-r~ ·-. -· · _;...r_ -·· 
J.ax.:~s nno. } ees. 'I'ne $J· en. 11.011 :;u;::u. revenu0 
I£om-ei1ert,Y,Y conservation excise t .. d:; and fees 
and the v.rindfall profits tax on CT.:,de oil v10uld 
be returned to the economy througl a major tax 
cut, a cash payment for non-taxp.s" .:·1·s, and direct 
distribution to governruental unit:. T~:uc reductions 
are designed to go mainly to low-.. md middle-income 
taxpayers. 

more 
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IY.. One Year· M~!:_?-tori um on New Federal·. Spending ~]:.s?_g;_rams . 
·· · The moratoriwn on new spending programs proposed by 

-the President will perrni t the Federal: Government to 
:move toward long-term budg~t-respon~ibility and to 
.avoid refueling inflation when the economy begins 
.·.rising again. . . , : . . .·.. . . ·' · · ' ,~ ' . -

.·.~·-

... 

Budget Reductions. The President· will propose 
significant spending reductidns in his:Fiscal 
Year 1976 Budget.· The reductions total-more than 
$17 billion, including $7~8 billion savings from 

·reductions proposed last year and $6.1 billion 
from t~e 5 percent ceiling to be proposed on 
Federal ~mployee pay increases and on Federal 

·benefit programs that rise·automatica11y with 
the Consumer Price Index. . . · .. ,. :-

. i 

. c..-· 

i. 

,.. : ; : -~ . ·, './ 

. : :· 
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SPECIFIC PROPOSALS ANNOUNCED BY THE PRESIDID~T 

I. A Temporary, Anti-Hecessio£ Tax Cut ~f $1§_ 
Billion. The President proposed a temporary, 
tax reduction of approximately $16 billion.~o. 
provide prompt stimulus to consumer spending · 
and business investment. The tax cut is . 
divided 75 percent to individuals and 25 percent 
to corporations, which is approximately the 
ratio that individual income taxes bear to 
corporate income taxes. The cuts would be: 

A. A Tax Reduction for Individuals of $12 Billion. 

1. Individuals will receive a cash refund 
equal to 12 percent of their 1974 tax 
liabilities, as reported on their 1974 tax 
returns now being filed, up to a limit of 
$1,000. Married couples filing separately 
would receive a maximum refund of $500 each. 

2. The temporary reduction will be a uniform 
12 percent for all taxpayers up to about the 
$41,000 income level where .~ ~1,000 maximum 
takes effect, and will ther.. '·.·· a, prog:ees
sively smaller percentage f• taxpayers above 
that level. 

-3. The refund will be paid :. two equal 
installments in 1975 with p2 2ents of the 
first installment beginning :·1 May and the 
second 1.n September. 

4. The proposal does not L. et in any way 
the ~anner in which taxpayc. complete and 
file their 19'14 tax return~' ~hey ~liJ.l file 
and pay their tax in accord···'· e with existing 
law, without rega~d to the reduction. 
Later they will receive thr 7efund checks 
from the Internal Revenue~ .~ice. Because 
no changes in deductions ar< other such items 
are involved, the Internal : venue Service 
w.:tll be able to determine t. "!.mount of the 
r•efund and ma:i.l the check;::-; . ~;c.~v.t requiring 
·further forms and computat .. ,:; . from taxpayers. 

more 
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c· The effect of the tax refund can be :;:;. 
:illustrated for a family of four as follows: 

Present Proposed Percent 
Tax · ·Refund Saving_ -----·-

.. 
,'• d!' 98 '$ .. 12 -12.0% ,;p 

402 48 . -12.0% 
867 104 ··12. 0% 1,261 151 ··12. 0% 

1,699 204 -12.0% 2,.660 319 . -12.0% 
-7,958 955 -12.0% 

11,465 J.,OOO - 8.7% 
15,460 1,000 6. 5% 
33,340 1;~000 .. 3.0% 
85:~620 1,000 - 1.2% 

Although the taxpayer will not figure his own 
refund~ it is a simple matter for him to 
anticipate how much the Internal Revenue 
Service will be sending himJ by calculating 
12 percent of his total tax liability for the 
year (on Form 1040 for 1974~ it is line 18, 
Page lJ and on Form lO~OA, line 19). 

A Temporary_ Increase_ i~ Investme;::tt rax Credit 
for Business an~ Farmers ~f _:Iii;_ bi 1lion. 

1'.· There will be an increase for one year in 
the investment tax credit t6 12 ~ercent for 
all taxpayers~ including util~--~s (which 
presently havej in effect) a~ ~ercent credit). 
Utilities will continue to rec vo a 12 percent 
credit for two additional year~ for qualified 
investment in electrical power plants other 
than oil-or gas-fired facilities. 

· 2·. This increase in the credi ;.;. vlill provide 
benefits of $4 billion in 1975 to immediately 
stimulate job-creating investrr:ent. (In view 
of the need for speedy enactm€~ and the 
temporary nature of the increa.:: <i credit J 

_this change does not include-t~e basic re
structuring of the credit as proposed on a 
permanent basis in October_ 1974.) 

more 
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3. \'11th respect to utilitie:» it includes a 
temporary increase in the ~~t of credit 
which may be used to offset income tax. 
Under current law; not more than 50 pcrc~nt 
of the income tax liability for the year may 
be offset by the inves tmellt credit. Since 
many utili ties have credits they have been 
unable to use because of tins limitation) 
under this proposal utilities will be permit-

. ted to use the credit to otfset up to 7 5 per·
cent of their tax liabilitl· for 1975, 
70 percent for 1976j 65 p~ent for 1977; and 
so on~ until 1980) when they will in five 
annual steps have returned to the 50 percent 
limitation applicable to industry generally. 

more 
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: 1+.': The 12 percent credtt 'Vlill apply to 
· ·.property placeri in service during 1975 and 

-to property ordered during 1975 if placed 
·in service before the end of 1976. TL1e 

·_ credit will also be available to the extent 
· of construct·ion, reconstruction or erection 
of property by or for a taxpayer during 

. ' 1975, ._'lithout regard to the date ultimately 
placed in, service. . Similar rules l-7ill apply 
·to investment in electrical· power plants other 

· ·. than oil- or gas-fired facilities, for which 
.. the-12 percent credit will continue through 

·. 1977. '' ' 
. .... ' .. 

II. Ener~ ~onservation Taxes ~Fees. Energy ta~es 
and tees, l.n conJunctl.on lnttl domestic crude Ol.l 
price.decontrol and the proposed windfall profits 
tax, would raise about $30 billion on an annual 
basis.·. The fees and taxes and related actions 
{discussed more fully in Part Two of this Fact 
Sheet) i;nclude: 

A. Administrative Actions. 

1. !tr,P.ort Fee -- The President is acting 
i11l!i1ealatel"y-wfthin e:dsting authorities to 
increase imnort fees on crude oil and 
petroleum products. These ne\•1 import fees 
uill be modified upon passage of the 
President's legislative package. 

(a) Import fees on c1:ude oil and petrole-;;m 
products' l7ill be increased by $1 effective 
February 1, 1975; an additional $1 effective 
rfurch 1; and another $1 effective April 1, 
for a total increase of $3.00 per barrel. 
Current].y existing fees ,.,ill also remain 
in effect. 

more 
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(b) FEA's "Old Cil Entitlements" pror.ram will 
be utilized to suread urice increases on crude 

· . among all refiners, and to lessen dispropor
tionate rer;ional effects, such as New England, 
or in any specific industries or areas of 
human need where oil is essential. 

(c) As of February 1975, product imports 
will cease to be covered by FEA. • s ';Old Oil 
Entitlements" program. In order to overcome 
any severe regional impacts that could be 
caused by large fees in import dependent 
areas, i&lported products tvill receive a fee 
.rebate correspondinr.; to the benefit which 
would have been obtained under that program. 
The rebate should be auoroximately $1.00 in 
February, $l.l~O in Har~h, and 01.30 per 
barrel thereafter. 

(d) The i~port fee progra~ will reduce 
imports by an estimated 500,000 barrels 
per day and eenerate about $400 oillion 
per month in revenues by April. 

2. Crude Oil Price Decontrol -- To stirJulate 
dornest~c proauct~on and furtfier cut demand, 
steps will be~ .taken to remove price controls 
on domestic crude oil by Ap::il 1, 1975, 
subject to congressional dii;approval as 
provided by §4(e) of the Emergency Petroleum 
Allocation Act of 1973. 

3. Control of Imnorts -- The energy conservation 
men.si;res to be i::nposi.~d ad."Uinistrat:Lvely out
lin~:.:d above, the ene::q';y · consenlc::ticm taxes 
outlined below and other energy conservation 
measures covered in Part ~.vo belm·i, will be 
supplemented by the use of ?residential pm·;;er 
to limit oil imports as nec~ssary to fully 
achieve the President's goals of reducing 
foreign oil i1!1ports by one million barrels 
a day by the end of 1975 and by two million 
barrels before the end of lS77. 

more 
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Taxes Pronosed to. the Conr;ress. The President 
asked ~!H.! ~onsres-s to pe..ss witl:in 90 days a 

• co·:~:pre~1:2.ns1.-=JL~ energy conse-.:-vat1.on ta~= pro8ra!!l 
.which ,.,ill raise an estimated $30 billion in 
revenues on an annual basis. The taxes proposed 
are: .--

1. Petroleum Excise Tax and !~port Fee -- An 
excise ta~' on aXi do:J.~sticcrude oilOI ~2 per 
ba.rrel and a fee on it.:~r.:orted crude oil and 
product inports of $2 per barr.~l. 

2. i~atural Ga·s Exci~·e Tax. ~~· An excise tax 
on natural sas-o£ 37¢ per-taocsand cubic feet 
(mcf),. the e0uivalent on a Btu basis to the 
$2 per barrei petroleun e~::cise tax and import 
fee . 

. ' : . - :' 

.. 

·.: . ; 
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3. Hindfall Profits Tax -- To ensure that 
the end o£ controls oncrude oil prices 

·does not result in one se.ctor of the 
economy benefitting unfa_irly at the expense 
of other sectors, a windfall profits tax 
.will~be levied on the profits realized by 
producers of domestic oil. This tax is 

··.intended to recapture excessive profits 
.. which would otherv1ise be; realized by 

·· · producers as a result of the rise in 
·international oil prices. This tax does 

... 
not itself cause nrice increas~:;s, but simply · 
recaptures the profits from price increases 
otherwise induced .. J.t will, together with 
the ·_income tax on· such'.pro£its, produce 
revenues of approxi~ately $12 billion. · 
In aggregate, the windfall profits tax is 
sufficient to absorb all the profits that 
would otherwise flow fromdecontrolling oil 
_prices, plus an additional $3 billion. Hore 

. . specifically the tax 't'lill operate as follows: 
' ' 

. (a) A windfall profits tax cit rates graduated 
·from 15 percent to 90 peJ;CeLt ::ri.ll be ioposed 
on· that portion of the p:qic~:: per barrel that 
~xceeds .the .. producer's adjusted base price 

·and therefore represents a ~ri.ndfall profit. 
the inittal "adjusted base r· :ice" will be 
the producer's ceiling price per barrel on 
December 1, 1973 plus 95 cer :S to adjust for 
subsequent increased costs :i higher price 
levels generally. Each mor: bases w·ill 
be adjusted upward on a spe:t .·::Led schedule, 
'\vhich wi.ll gradually raise · :'. adjusted br-:se 
price to reflect long-run ~.. :)ly conditions 
and provide the incentive f, ~:. neN' investment 
in ·petroleum exploration. } ercentage deple
tion will not be allm-1ed on ~;.he h'in.dfall 

(b) The windfall profits t2.x rates 't'lill be 
applied to prices per barre< .in excess of 
applicable adjusted base p::- .. A:::s <.:LS follows 1 

more 
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· ~:·"',-. ;.· Port_~-~1]_ !)1'. 2'rice per Arnou:r!t. of tax 
··- .. bar~el in excess of 

_..·::~·· .. '·' ·:.:· :. bas~ an·~, stilifect to tax 

' .. · -· 
··.-r."··-t • ·• 

.. 

·· ._ Les·s: than $o ·. 20 
; . . ., ...... 

. $0.20, under $0 .so· 

.,6.~o~ under $1.20, 

: '$1~ 2b ~:-· hnde:r $3. oo 

15S of amount 
· ·withln bracket 
$0.03 plus 30% of 
amount within bracket 
$0~12 plus 60% of 
amount within bracket 

·. '.'$0.5~ .plus 80% of 
·amount within bracket 
:$1.98 ~lus 90% of 
amount.· within bracket 

· · · ·· . .<c) The windfall profits tfix does not include· · 
:.~-.· ... a.: "plb\'lback·' provision .. 'nor. does it contain · ' 

. ·. ~-;: . exemptions for classes of production or 
_ .. ,_ ·~·; '-~ ~.- prpducers. · It. does.:.··· hO\'lever., include the 

. . -~- 'llmi tat ion that . the amount subject to tax may 
,, ~ ... ,.not exceed 75 percent of tht> net income from 

, : .. ; :' ·.the 'barr.el of· crude oil. T.h~ tax will be 
.. · :. retroactive. to January. 1 ~. 1375 • 

. ; . a. . . • ~ ~-- • . . . . . . . . . . . . . . 

'· ' ~- _: . .':(d)'·· 'rh~ windfall· profits tax reduces the 
~ ...... ~ ~ _. . .. b~se for_. the.· depletion. all.o~vance. 

. . .; ... ~ 

•. .. : .. - ... 
. ... ..... . . ' 
.. 4!:. 

.. . 
.... . ... 

... 
. • 

~··~ ... 

. ' 

• I. . ) : 

'• '' . . ' 

.• •, ·'· · ... ? .• 

·r .. 

. .. ' : \_ .. 

··~- .. -· . .. -

. . ' 
~ ... 

·----~ ... ~--:~~-·-;•.: .. ·•··-.. 

more 
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Of the $30 billion i:1 revenue raised annually by 
the proposed conservation taJces. outlined above. 
about $5 billion is paid by governments throueh· 
the hiGher costs of energy in their purchases. 
This $5 billion inclu'des: . 

.• f .· X3 billion by the Federal ·government . 
• v2 billion·by state and local governreents. 

The President is proposing to the Congress that 
$2 billion of the revenues be peid to State and 
local "covernments, pursuant to tha distribution 
formulas applicable. to general revenue sharinz. 
The other $25 billion ~vill be returned to the 
economy mostly in the form of ta::t cuts. As in 
the case of the tenporary ta::~ reduction, this 
permanent change 'Hill be divided bet":·;reen inc.i- · 
viduals and corporations on a 75-25 percent 

. basis 1 about $19 billion for individuals. and 
abo~t $6 billion for corporations. Specifically, 
th~s would include: 

A. · Reductions for Individuals in 1975 --
Tax cuts for in~ividuals wirr-b~ ac~~eved in two 
ways: (1) through an increase in tc;e Lm; Incone 
Allowance and (2) a cut i-::1 the scneduJ.e of tax 
rates. In this -vmy, tax-!"aying ind.i vic.uals 'tvill 
receive a reduction of a~ryroxinately ~16 1/2 
bill ion, \'li ti~· ;n.-oJ?ortionately L:tr~e:· euts go in~ 
to ·lm-7-and miC:.:.le-income faEilies. ·::he Lm·! 
Inco:::1e Allmva:ace Hill be increased .: '· ou the 
present $1,300 level to $2,6JC for )~i~t returns 
and ~2, 000 for sinsle returns. Thc.t: uill brins 
the level at which returns are nont.:::.:::able to 
\'1ha.~ is approx.iu.3.te~.y the curr,.:;nt '::. ;:v7rty l;ve111 

of ,,5,600 for a fnn~ly of 4. In. adc:Lt~on, to.e 
tax rates a!'plicable to various brackets of in
come will be reduced. The aggreeate effects of 

. these cban~es are as follows: .·. ,. ...., . 

· 'more 
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AdJusted : 

Hr 
.(1975 Levels) 

($billions)· 

Gross Income ;· .: 
lncone 'rax 
Paid Under 
Present La\1 

Ariount of· 
Income Tax. 
Reduction 

Percentage 
Reduction in 

Class · 
($000}· 

0 3' 
3 - 5 
5 - 7 
7 .1.0 ~. 

10 . '15 
15 - 20 
20 - 50 
50 - 100 

.. 
·~ < •' . . 3 

1.3 
. 4.0 
3.9 

'2-1".9' 

I ...... , 

r' .· 

: Income Tax 
•. .(. • • • • • • • .%· •••••••• ~ 
' . 
.25 ·-

-33. 3i~ . .. 
- 1.. 20 -66.7 - 1.96 -49.0 
- 3.30 -38.0 

4.72 -21.6 - 2.70 -11.8 
..; .2.15 - 4.6 - -100 and over 

22.8 
44.4' 
13 •. 5 
13:3 

.. 
. ' .11 0.8 

.03 . ···.' ~- 0.2 

Total 130.9 
t 

-16. 50·lc 
.. 
~12.6 

*Does not include payments to nontaxpayers 

The· effect of these· tax chanses can be illustrated 
for a fa~ily of 4, as follmvrs: 

ac!iust!d Present l!e~v Tax Perct-:nt 
)ross ncome --r)~~n 1 f T"ax ("t -.-- Saving_ ~~--' o>av~nr, 

$ 5,600 $ 105 $ 0 $135 100.0% 
7,000 402 110 292 72.6 

10,000 867 510 349 '40.3 
12,500 11261 961 300 23.8 
15,000 , 11 699 1 4-r. 221 '13.0 1 l F.,_j 

20.000 . 2 ... 6'' 2,450 210 7 C• 1(..; v . ;;/ 
30,000 .. 4,933 4,'037 151 3.0 
40,000 7,950 7' [120 .130 1.6 

I7 Calcul.axed assumine Lm1 Income~ Allovranc·:2 or 
itemized deductions equal to 17-percent of_ 
income 1 uhichever is greater. · · · · ·· 

·B. Res5.dent5.al Conservation Tax Cred~· ~.~ (Discussed 
in t11C--'Lt1.ergy Sectl.OU of this 1?actS!i ';t). The 
President seeks legislation to provide incentives 
to homem-mers for uakin3 thermal effic:Lency·improve
ments, such as storm 'Hindm.;s and insulatioa, in 
existing l1or.1.es. ':his measure, along l·iith a stepped-up 
public information pro~r~~. could save the equivalent 
of over 500,000 barrels of oil per day by 1985. Under 
this legislation: 

more 
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1. A 15 percent tax credit retroactive 
to January 1} 1975 for the cost of certain 
improvements in thermal efficiency in 
residences would be orovided. Tax credits 
would apply to the rirst $1,000 of 
expenditures and can be claimed durtng 
the next three years. 

2. At least 18 million homes could qualify 
for these tax benefits, estimated to total 

· · about $500 million annually in tax credits. 

C. Payments to Nontaxpayers of $2 billion. 
The final component of the $I9 billion 
distribution to individuals is a distribu
tion of nearly $2 billion to nontaxpayers 
and certain low-income taxpayers. For this 
low-income group, a special distribution. of 
$80 per adult will be provided, as follows: 

1. Adults who would pay no tax.even without 
the tax reductions in A above., will-receive 
$80. 

2. Adults who receive less than $80 in such 
tax reductions will receive approximately the 
difference. 

3. Persons not otherwit;e filing returns but 
eligible for these special distributions 
will make application on simple forms provided 
by the Internal Revenue Service on which they 
would furnish their nameJ address~ social 
security number:. and incoms~ _. 

4. For purposes uf the speci&l distribution~ 
11 adults a are individuals HI;o dur1ng the 
year are at least 18 vears cld and who 
are not eligible to b~ claimed as a 
dependent under the Federal income~ tax laNs. 

5.· Since most· taxpayers H~U.l r·eeeive their• 
1975 income tax reductions in 1975 through 
reductions in withholding on wages and 
estimated tax payments:. the special distribu~ 
tion to non-taxpayers and 1-'Jtt-income 

more 

(0'\.TER) 

\ 



·-· .. . ~- . ··;; ... 

., . 
• 5o . ' . - . -~ -~ ~ ,.- ~ 

' ..:.0 .'· . I ,: 

.•• l 
,' '• • •• I 

p ·, ..... ~ .t ··: '~· ·. . ... , .. ~ . . . 

,. . 
·' 

. «• ..... . .. . 
taxpay~rs will also begin in ·1975. 
It; +s. anticlpa_ted that dj.sbursement, 
ba,s_ed -on 19'14 income can be made in 
the summer.of 1975• 

D.' ... '· _Tax J:teductions_ for Corporations. The 
.. corporate.rate will be reduced by 6 

• :. , • ·."': -' 1... perc~ntage points .'I effectively lowering 
the corporate rate from 48 percent to 
42 percent .for .1975 .. The resulting 

· · : benefit in 1975 is est:i,rna,ted at about 
$6. billion .... ·. . . · , __ ._;_-_ · :. : _ 

. . .. . ~ 

'· .·... .,.- ... ; .•.. -: 

·; .· .. ; ~. .. ~- .. ,;":.-: ,).-~~-· 

IV~. · . Mora to~ on New Federal Spending :.Programs . 
. The Pres~4ent announc~d that-he would propose 
no new Federal spending programs except for 

-! 

. '• , ' .... 

1 ~. 

i 

.energy. He also indicated that he would not 
hesita~e to veto any new spending programs 
passed by the Congress. The need for the 
moratorium is demonstrated by preliminary 

.· FY 197.9 Budget . estimatef;>: 
. ' I . 

. . . . ' . 

. . 
Fiscal Years 

1974--19-75--1976 

· .· .Rev~nues , .·; 264.9. 28o· 
. ( . .303 5.7% 

17 % Outlays 
Deficit 

•'( . 
.... 268.4 -~ .· 314-

-3.5 ;: .32_-flf 

. -· 
. 349 
.lj5-47 - . . 

NOTE: Estimates for 1975 an~l- 1976 are subject to 
· a variation of $2 billion in the final budget. 

. ~ . 

V. . Bu~_E~t Reduct ions. 
The budget. figures shovm above assume that 
~significant budge~ redu6tions proposed by 
the President are effected. Including re-

.1 · .. ductions proposed in a .s~r:i.,es ·of special 
r;. ;;, ·· messages sent to the. last.-s~ssion of Congress~ 

tbese budget reductions~total.more~than $17 
.;··!' .. ·:.;: billion. Of this total, over $6. billion will 

result .from the- proposed .5% ceiling on Fe jeral 
pay increases and on those Federal benefi~ 
programs that rise automatically with the 
Consumer Price Index. 

more 
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The following sumnarizes reductions in 1976 spending 
to be included in the upcoming budget: 

Effect of budget reductions 
· ; : :_proposed last year (including 

· administrative actions) • • • 

Amounts overturned by the 
Congress • • • • • ·• • 

J 
• • 

• • 

. . 
Remai~ing savings •••• _. 

Further reductions to be proposed: 

Cei,.ing of 5% on Federal pay 
and programs tied to the 
CPI • . . . . • • • . • . 

Other actions planned . . . 
Total-reductions • • • • 

.. .... . - .. · 

- ' 
more 

. 
~ . -. ., . 

(Outlays 
in billions) 

$8.9 

-1~ 1 

7.8 

6.1 

3;6· 

·17.5 

... , ·. ,. .. 

' ......... . 

----· ... ·,_ ·- , __ ..... 
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The following lists those programs to which the 
5% ceiling will apply and shows spending amounts 
for. th~m: . 

. I 
Effect of 5% Ceiling on Pay Increases 

and Programs Tied to CPI 
.. (Fisca:~ year estimates; Dollars in billions) 

1976 0~ Difference 
1975 ~T"'itrtOut:. · · ~th 1975-1976 

Programs Affected Outlays ceiling ceiling (with ceiling) 

Social security .. 6~.~ 74.3 . 71.3 +7.3 

Railroad 
retirement • • • • 3.0 3.4 3.3 +0.3 

Supplemental 
: 

Security 
Income .•••.•• 4.7 5.5 5.4 +0.7 

Civil service 
and nilitary 
retirenent 
paynents . . . . . 13.5 16.2 .. 14. 9 .· +1.4 

Foreign Service 
retirement ••• .1 .1 .1 * 

Food stamp 
program . . . . . . 3.7 I 3.9 -3.6 -0.1 

Child 
nutrition .... 1.3 1.8 1.6 +0.3 

Federal salaries: 

£1ilitary . . . . . 23.2 23.1 22.5 -0.7 

Civilian . . . . . 35.5 38.9 38.0 +2.5 

Coal miner 
benefits . . . . . 1.0 1.0 1.0 * 

Total . . . . . 150.5 163.2 162.1 +11.7 

* Less than $50 million. 

··~-~) 

The 5% ceiling Hill take into account increases 
that have already occurred since January 1, 1975. 
Under the plan, after June 30, 1976, adjustments · ) 

.. vmuld be resumed in the saf!le uay as before the · 
· establishment of the 5% ceiling. ~-Iowever, no ' -~- . 

catchup of the increases lost under the ceiling 
would take place. 

more 
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-· ..... ,.·::. -~~'.-,'": ·-~ : . ··: . ;. . . 

smn.ffiRY OF THE BUDGET INPACT OF THE NEiv· ~"AXES AND FEES 
1 ';;. .~: 

_f: \ -~.: . . ."~- ...... .. -· .l. : . ·~ - ! •• 

The folJ'vFing table swrunarlzes; the-. c;:st~mated qirect budget 
impact, on ~ full-year·-effectiye baed~:. of the ~ax .and related 
changes proposed by the President to, deal.with-the.economic 
and energy :situations: ....•. _ ..... :.: · ·:·z. · · 

Revenue·--Raising Measures 

Oil excise tax and import 
Natural gas excise tax 
Windfall Profits tax 

Total 

.. 
·• 

. '·. 

:· 

• -· • l. 

fee 
. - ' 

.. 
' -

. ..... 

', : ..... 
. . ..... ·. 

. . ~ J ,-

·'·'··; 

."·.' t· 

.. ".: ·; 

..!:. • . I ·• 

.. ·~: 

. : t 

.. ... -~ 

. .. ~ . 
•• -~ l . ' 

~ .... ~ .~ . ; 

1-~ ·:. ,; \ , ... .-~.. .-;;.,)·a_:;__! f~()j, ·1· ~..!' • · -•. , • ·\ ' "f• -~· ... · • -+. .·-..· J ·· .. -; i ·l. 

:- :·· ::: ~ ··;· . ; \ :·: , ;: \"• ·· .. ::· .£~ ->~- :-·;·" •:~•-LL:. '· ·_ .. 
c~-~:.-; i::iE•Jf"·l'·_!'_i.i_.:_.,_L ·_:--(1.:! · ... -.l-~::-:t :~:···j_~;.~Jv.!·jrlJ.i!i ~-:.-· 

r,' ... \~ J_.'_". ... ~ ;·;·" ~~ ·-).r_.::~:;-":.-' (!jJ··! .. _.~-- tJ:j ·::"'!-.:~~ -~ .. -~r!y·!~ 
... ;' ' ._-_! (.- :it; -~-f.i:~-7 }'' !·-._~·,~--· ··. __ ~}.~:.:.~- .. ·.,_'·.-! 

__ ,-~~-- .:_:_~ • -~>i ': ·:~ : ~ ·-... ~~. :. h ,~ 

more 
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Revenue Disbursing !kasu:rcs. 
. ., . ..... -

Energy rebates: 
Incor.1e tax cuts, individ;.;.als 
'Residential ta~ credit 

.:uontaxpayer distributi6ri 
· · .··Corporate ta:t cut 

Estimated Amounts 
. _($ billio~s) 

. "1" •·· .. 
. .. ··~16 1/2 ... 

-~·· ... 1/2. ... - ' " 

. .._,-

•.··· 

State and local governments 
Federal g9vernment costs 

;.. 2 
;;. 6.· 
..:.:'2 ' ...... 

' '. . / -

Subtotal 

Temporary economic stioulus: 
. .. Individual tax refunds 

Investment credit increase 

Subtotal 

Total Revenue Disbursing Heasures 

- 3 

-30 

. -12 . 
. 4' - . 

-16 

46 

'"· 

The tax and related changes will go into effect at different 
times, but all of them during the year 1975: 

The energy conservation taxes are proposed 
to go into effect April 1. 

...----.... '-"t 

The increase in inmort f~es 't'J'Ould go into . ) 
effect .. '· J 

$1 per barrel February 1. 

To $2 per barrel Harch 1. 

To $3 per barrel, if the energy taxes 
have not been enacted, April 1. 

The vdndfall profits tax on crude o:i.l 'tJould 
be effective as of January 1, 1975. First 
pa~~ents of the tax would be made in the 
third quarter. 

The permanent tax cuts for individuals and 
corporations ~ade possible by the revenues 
from the energy conservation taxes vvould be 
effective as of January 1, 2975. ThS! change;s 
in withholding rates for individuals are 
expected to go into effect on June 1. The 
withholding chan::;es v7ill be adjusted so that 
12 ~onths reduction is accor..1Plished in the 
7 months froo June throu3h ~ecember. 

more 
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The tax credit for energy···Saving improvements 
to existing residences v.rould go into effect 
as of January 1~ 1975. 

The special distribution to nontaxpayers ,is 
expected to be paid out in the summer of 
1975. 

The $2 billion distribution to State and 
local governments would be effective with 
the second quarter of 1975: 

The temporary anti~recession tax cut for 
individuals will be paid out in two 
installments~ in the second and third 
quarters. 

The one-year increase in the investment 
tax credit becomes effective retroactively 
to January 1~ 1975. 

The timing of the various changes suggests a pattern of 
direct budget changes as follows. The timing of the 
economic stimulus or restraint will depend~ as well~ on 
such factors as the indirect effects of the budget changes~ 
the timing of the pass-~through of .higher energy costs to 
final users~ the extent to which the changes are anticipated~ 
and a variety of monetary and financial developmerits that 
arise out of these changes. 

Tim:l.ng of Direct BuC::.gct Impact 

Energy r.L'axes 

($ billions) 

_______ C::...:alendar Years 
--=,---"'="'-",.._-...,·,..;.19 7 5 

I II / III IV 
+0. 2 +1f:T +l2~b +7-:6 

Return of Energy i Revenues to Economy 
Tax Heduction .o -3.2 ·- 9.0 -9.0 
Non taxpayers - 2.0 
S&L GovYts .o -0.5 - 0.5 ·~0. 5 
Federal Govt. . 0 . 0 - 0.8 -0.7 

Temporary rax Cut .o -6.1 - ."1. 9 -0.·6 

Net Effect +0.2 -5.7 ... 7.6 ·~3. 2 

more 

-5.6 ~·7. 9 

-0.5 ·-0. 5 
-0.8 ·-0. 7 

~0.8 -0.9 

-0.1 -2.5 

l9ib 
III 

+7.5 

-6.3 
-2.0 
-0.5 
~0.8 

0 

-2.1 

-6.4 

-·0. 5 
-0.7 

0 

-0.1 

(OVER) 
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INFLATTON!IMPACT · ... ' 

Both major parts of the tax package require inflation 
impact analysis. The excise taxes on cr~de oil and 
natural· :gas, combined with ·the· ta.riff and decontrol o'f 
prices or both' '1old' 1 oil and· hew natural gas ... will add 
to the general price level immediately. The consumer 
price index is expected to rise by about two percent 
when these tax and pr~ce increases go into effect. 
However".· this . .f'ncrease has a. one-time impact, ·on the 
price level that, with ~xceptions in some ~reas~ should 
not add materially to inflationary pressures in future 
years. '~···':l '.: 1i:. . . . ·• .; 

.. , : ~· ' ... -·~ ~.:: 

Whatever the precise price· impact of this $16. billion. ·· ::· : ·.'' -~ 
tax cut during 1975, the most important fact about it·: :: : ····· 
from. the standpoint of inflation is that it is. temporary. 
Wlth the recession· still under way,· the rate of· inflation· 
will be coming down -- it will be too high~ but never
theless moving in the right direction. After the economy 
gets well into recovery, hov1ever J too much stimulus 'llOUld 
be sure to reverse the slowing o~ the inflation rate and~ 

. indeedi start a new acceleration. 'rhus. the tax stimulus 
must be temporary rather than permanent. 

The-President· has -declared a moratorium on new Federal 
sp_ending programs. fqr this same reason. Budget expen · 
ditures are rising· rapidly this year, in. p::;;rt., because 
of programs to aid the unemployed. That: is acceptable 
and highly desirable in a recession to relieve the 
burden on workers who are affected. It is also 
desirable because· spending under those pro;.::rams 

··.--.' ~ .. 

phases out as the economy recovers and unem;)loyment 
falls. The increased Federal. spending is only temporary. 

Over the long-term~ however) both Federal spending and 
lending have been rising much too fast, a fact that 
accounts for a substantial part of our current economic 
problems. A new burst of expenditure programs cannot 

IJlore 

\,, 
I 
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help the Nation recover f~om the current recession -- the 
impact Hould come much too late .~ .. but :tt vwuld surely do 
much inflationary harm as the economy returns to prosperous 
conditions in the years ~head. Therefore~ at the same 
time that taxes are being reduced to support a healtby 
recovery~ policies that would revive inflationary pressures 
must be avoided after the recovery is underway. The size 
of currently projected Federal budget deficits precludes 
introduction of new spending programs now that would raise 
.infl~tionary pressures later. For thi~ reason. the President 
requested that no new spending programs} except as needed 
in the energy area~ be enacted so that we can regain control 
of the budget over the long-run and permit a gradual return 
to reasonable price stability. · 

PRESIDENTIAL PROPOSALS OE OCTOBER ~ 1974 RESUBMITTED FOR 
CONGRESSIONAL ACTION . 

In addition to the compr·ehensi ve set of economic and 
energy policies discussed in the State of the Union 
Message, the President asked that the new Congress 
pass.quickly certain legislative proposals originally 
requested in his October 8, 1974, message. Those 
proposals would: 

1. Remove restrictions on the pl;bduction of 
rice, peanuts, and extra-long-staple cotton. 

2. Amend P.L. 480 to waive certain restrictions 
on shipments of food under that Act to needy 
countr:tes for national interest or humsni tarian 
reasons. 

3. Amend the Antitrust Civil Process Act to strengthen 
the investigation powers of the Antitru~t Division 
of the Department of Justice. 

4. Eliminate the u.s. Withholding tax on foreign 
portfolio investments to encourage such 
investment. 

5. Allow dividends paid on qualified preferred 
stock to be an authorized deduction for de
termining corporate income taxes to increase 
incentives for raising needed capital in the 
form of equity rather than debt. 

6. Create a National Commission on Regulatory 
Reform and take.prompt action on other reforms 
of regulatory and admtnist1·attve procedures 
that will be recommended in the future. 

more 
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T. :.·.Strengthen our financial insti tutiOI1s and· 
· 'provi~e a new tax incentive for investment 
. in r.esidenti a.l J;:ortg<.tge;;; .. 

JL. 
~"' \ . . Permit more competition between different 

modes of surface transportation (rrhe Sur.face r .· 

~ransportation Act}. 
. -

, Amend the Employment Act of 1946 to make 
· explicit the goal of prlce stability. 

(Substitute ·'to promote maximum employ-. 
meht> maximum production.:. and stability 
of the general price level~ in place of 
the present language, "to promote maximum 
employmentJ production and purchasing 
power. 11 ) 

more 
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. . The Pres:i.lisnt' s Ener~y. Pro~ran 
(includin;:; Emer~y taxes and fees) ...... . 

The President's State· of the Union Address outlined· the llati.on• s 
energy outlool;:., set forth national energy policy objectives, 
and described actions he is takin~ imnediately and indicated 
proposals he is _askin~ the Conrire~s-to'pass.· -~ .. :. 

BACKGllOUi.~D 
~ '.: '. .·.: 

Over the past tHo years, progress has been uade in conservine 
enercy, e;,.rpandinr; enerr;y ??...::·) and i!.'\!:)rovine. F~rleral gove~~-uent 
enerc;y orr;nnizat1.on. .:.;esnite sud1 accomnl1.stoents, ue ~1ave 
not succeeded in solving fundanental problema and o~r ;:ational 
enercr situation . is criticaL Our. reliance o-:1. foreir;n sources 
0~ petroleum is contributin3 to .bo,th· inflationary and .reces
Sl.onary pressures in ti.'"le United States. Uorlc econo~ic 
stabil~ty is threatened and several industrialized nations 
d7pendent upon i~:~ported oil are facins severe economic 
dl.sruption. , _ . . . . . . .. , . 

' ' . . . ~ 

ith resr>ect to the U. G .. enersy si.tuati9n: 
: ' 

. . 
Petroleum is readily a.va:tlable fr<m foreign · 

'L • • "1 h' } . sources -- out at arDl.trarL y l.~.l ~rJ.ces. 
causinr; m.·tssive out:flo..-..7 ·of dolla:c,s, a-;:1d at 
the risk of increasin;.: our i~ation • s vulnera
bility to severe econouic disrui"'tio::1 should 
a1·:ot1l"'r rj-~•, ... ..,..c. 1 . ;~,... ,._ ,,., ·~ .t ·.;_. ~L.O. ... u(.."""-c.O .).0 .4...'-.a.~JQ,:_.e..J.. 

' .•,, 

Donestic· oil procuction:contin~.2s to 
, . decl:Lne ~s older fields are d.e-::"L ::-:tee! and . . -· 1. .l: .- • l . .., 
, ne11 :i:l.e us &.re years ... ro:n pro en __ -; t1.on; ~. 0 

· · millio:t barrels per day in 1~17"';. coo.pared 
to S.2 raillion in 1973. 

· ·, Total U.S. p~troleun const.iu.ptic. i.s • . 1.... • "j ... . . J.ncreas ~n;:., . a ~.-nougn at s .:..O'tvej,;· xa ~.-e;'J 
, :.·· · due to hizher pric~s .. 

. , 

!7atural ~~as s:J.orta:.:;es are £orci'i1.[': c:n:rtail:oent of 
1. t . . . 1 .r:• 1 , • 1 '/" SUP? ... 2.es o .:.:r.2.!1Y u·.::.:.us tr1.u Cl.ZTIS aLL oei:'tl.a ... or 

service to nevJ resiC:ential cus toner:£. (ll:.% 
e:::.:pected this tdnter versus 7~~ lc.st year.) This 
is resul tin;::; ir: uneDplCJ';nent, reductions in the 
production of fe~tilizer needed tc increase £ood 
sur.>P lies. an c. iacreas ec~ denand £or- a.l-t.ernati ve 
fueis_~~-priwarily i~ported-oil. 

more (OVER.) 
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Coal production is at about the same level as in 
the 1930~s. 

Nuclear energy accounts for onlv 1 percent of total 
energy supply and ne\'l plants are being delayed) 
postponed or cancelled. . . '' . [' .· 

Overall energy consumption is beginning ~o increase 
~again. · ;. ... ·.· ', ,·· 

.:·. 
. ·.· ... 

~4'.,., :u .. s. vulnerability to economi6 and social impact 
from an embargo· in'creases with h1gher imports ·and·.··. 
will continue to do so until we reverse current . 
trends:. ready standby plans .;J and increase petro.leum .. 
storage . 

. ! . -

Economicimpacts of ·the four-fold increase in OPEC o:tl 
prices· include: , . · ... · · · 

. ~ : ' . ·, . ·, '.: ; ~· ., 

, .. , ... .,.~. Heavy outflow of u.s. dollars Ca'nd;; in effect; 
·:.·\jObS)· to pay. for growing oil imports.·--· about . -' 

'$24 billion·~n 1974 compared to $2.7 billion · •· 
· · .. in 1970 ~ · · · . · · · ' .. · · 

Tremendous balance of payments deficits and 
possible economic collapse for those nations 
of Europe and Asia. that must ·ae·pend upori 
expensive imported oil as a primary energy 
source~- · ·· · '·· . .-

' ... 

Accumulation of billions of 'doll.ars of surplus 
r~venues in oil exporting nations appr?xi· · 
mately·$60 billion in 1974 alone. 

U.S. ENERGY OUTLOOK tj; .' .. 

I. Near--Term ( 1975···1977) : In the next 2--3 years .. there are 
only--arew steps. that can be taken to increase domestic 
energy supply particularly due to· the long lead time for 
new production. Oil imports will thus continue to rise 
unless :demand is curbed. · 

II_. Mid--Term ( 1975-1985); In the next ten years~ there is 
greater flexibility. 'A number of actions can be 'taken 
to increas~ domestic sup~lyJ corivert from foreign oil 
to domestic coal and nuclear energy·' and reduce demand 
if the Nation takes tough actions. Vulnerabj_lity to an 
emba~go can be eliminated. · · . ' 

more ·' 
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III. Lohg-Term (Beyond 1985):. Emerging energy sources can 
play a bigger role in·supplying U.S. needs --the results 
of the Nation's expanded energy research and development 
program. U.S. independence can be·maintained. NeN 
technologies are the:mos~ significant opportunity for 
other consuming nations·withlimited domestic resources . 

. ' .. ' .· . .., -. 

NATIONAL ENERGY POLICY GOALS AND PRINCIPLES ANNOUNCED;·BY 
THE PRESIDENT . 

I. Near-Term (1975-1977): Reduce oil imports by 1 million 
barrels per day by the end of 1975 and 2 million barrels 
by the end of 1977, ·through immediate actions to 
reduce energy demand and increase ·domestic supply. 

,(A)· With no action, imports would be about 8 million 
barrels 'per day·by the end of 1977, more than 
20 percent above'the 1973 pre-embargo levels. 

(B) Acting to meet the 1977 goal will reduce imports 
below 1973 levels, assuring·reduced vulnerability 
from an embargo and greater consuner nation . 
cooperation. 

(C) I1ore drastic short-term reduction~ wou.ld have 
unacceptable economic i~pa'cts. 

II. Mid-Term ( 1975-1985): Eliminate vulne·;.·.bili ty by 
achieving th~ capacity for full energy independence 
by 1985. This means 1985 imports of n~ more than 
3-5 million barrels of oil per day, aJ. uf which can 
be.~epl~ced irnmectiately from a strateg. storage 
system and managed with emergency measL ~s. 

(A) With no action, oil imports by 19 soulJ be 
Peduoed to zero at prices of $11 ;~r barrel or 
more -- or they could go scibstantj~lly higher 
i.f world oil prices are reduced ( r ·:;,, c~t. $.7 
per barrel, U.s. consumption couL reacl1 ·· 
24 million barrels per day witb in~orts of 

: above 1·2 million' or above 50%. of the total.) 
r ' I. ' 

(B) The U.S. anticipates a reduction ~ ~orld oil 
prices over the next several year~ Hence, 

·plans and policH~s must be establi~.'1ed to-.. · 
achieve energy independence even a: lower 
prices -- countering the normal te~dency to 
increase imports as the price decl'.aes. 

more 
(OVER) 



(C) 
. . 
. -~ 

32 

Actions to meet .. the 1985 goal will hold. imports 
·to no more than 3--5 million barrels per day_ . 

·even at $7 per barrel prices. Protection against 
an embargo of the remaining imports can then be 

. handled moft economically with storage and 
~tandby €mergency meas~res. -~ 

III. Long-Term (Beyond 1985): Within this centuryJ the U.S. 
should strive to develop technology and energy resources 
to enable it ··to supply a si~nificant ·share ··of the 
Free World's energy needs. · · 

. '(A) 
:-:~ ; ~ ; .. 

(B) 

Other 6onEuming nations have in~ufficient foss~l 
fuel resources to reach do;nestic. energy 
s~lf-sufficiency. . ·. 

The U.S. can again become a world energy supplier 
arid foster world energy price. stability -- much· 
the same as the nation did prior to the 1960's 
when it was a major supplier of world oil. 

IV. Principles: Actions to achiev~.the above ~ational 
":energy goals must be based upon~the following· 
principles : · · 

Provide energy to the.American consumer at the 
··lowest possible cost consist.ent with our need 

for secure energy supplies. 

Make ·ener~y decisions consistent with.our overall 
economic goals. · 

--· Balance environmental goals with energy require
ments. 

Rely upon the private sector and market forces 
as the most effic·ient means of achieving the 
Nation 1 s goals; but act through the gover~ment 
where the private sector is unable to achieve 
our goals~ 

Seek equity among all our citizens in sharing 
of benefits and costs of our energy program. 

· Coordinate our energy policies with those of 
other cons~ming nations to promote inte~de
penderice~ as well as independence. 

more 
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ACTIOUS ~NNOUl1CED TQ..!?_!..! li~ fH~ pP.E.§IpEilT 

'AC. T.I·O· '~-·1 ('1 1\: .iliQU·: ;C· i-n~·.''~' : •. .,*:.E· . · p·r,,.., ~·:)~'J. .. l'T' 1'7'0-. ~~ .. ;'1' 
. """'.,..,;,;....: .'IC>·· .lUu.. ~• .i.;., LJ .l. .i.l'.: .., •.Lo.J J..,. . .._. • -· ... . -·u:.I:.-
,.... l'ft·-· .---·--·;'""f-,.,-·-r., 9'>'1' ....,.. . ...,.. "'1"\---- ---- ·- --:--. hEAP.. ·: .. :•: ... ~-~~ ~0~~ .. ?_ \ L ' I 5 .. J.) 7 ( J . '. . . . ; . . . 

I. 

To ueet the n'ati.~nal c6~1~'~. th~ .President.· ou~l'ined a con .. 
prehensive pror,rrua of. legislative proposals to the Confress 
l-Ihich he. requested be enacted l7ithin 90 days and adninistra
tive actions that he uill begin· inplenenting ·innedie.tely. 
The legislative package is.· uore effective and equitable than 
the ad.L1inisti:ative pro0rar~,_ but the :>resi<ient .indicated that 
the seriousness of the situation denanded iL•nediate action. 
T:1ese actions 'Hill reG.uce overalL. energy denand, increase 
domestic production,. increase conversion to·coal, and reduce 
oil iuports. r.Lhey include: . 

·-:.. . 

' . ·. ~- . .f 
. . --, 
... ~ ~--

. l. : .. Ia:nort Fee -~ Because of the ser5 .. ousness 
on-ie- proh leu and because. tine is required 
for Conr,ressional action on his leeislative 
proposals, t!1e ~resident is actinr. irJt.lec:iately, 
"t>7ithin e':.isting authorities to increase the 

. .. import fees on crude . oil and· yetroleun 
·.. ·products. 'ihese n.~vr tt-:port fees t·70uld be 

u.odified upon passage of the :?resident's 
leg~slative package. . . 

(a) Iuport fees en crude oil and petrolet.ID 
products uncier.' the authority of:·the Trade Expan·· 

.... .. 

· .· sion Act of l~G2,. as ru11ended, ,uill be increased 
by $1 effective February.l, 1975; an additional 

· · $1 effective i·iarch 1; and anoti1er $1 effective 
April ·1. for a total increas·:::> of !',;3. ;:->0 per 

.. barrel. Currently e~-:isting ::~~;s ¥Till also 
recain in.e~fect . 

. , . (h) FL::A"s ·:old Oil :nfj~tV:. --z:s' 1 pror;rc:.n 
will be utilized to sDread . · · .:c ~ncreases 

·.on· Cl.Ude anong all refiners·, d to lessen 
. disproportionate re2;ional. e::. ~ Ct!::, par• 
ticularly in the northeast. 

, ·. · · · ·(c) . A~· o£ February i975, prod~tct inports 
· · · w:i.ll cease· to be . covered by F!:A' s '\Jld Oil 
. .. . Eri.title!.:ents:; pror;ran .. In c·.1er to overcone 
. :. ,. ·· .. any severe . resional iu:_Jacts . :.~:ot could be 

. • .. .caused by lar~;e fees in iup~. · ::. depe!1dent 
· · .. areas, inported products uL.,. recP-:tve a 

rebate corresponding to the ,:::nc:':it '>lhic:l 
~ .. 70ulcl have been obtained ·,.mc.~·c ti'tat 
progran .. 'l'he reLat~ should : ..•. ~ a;~proxicately 
~1.00 in February, ~;1.4J in .·iarch, and 01.30 
per barrel in April. 

(d) This in~ort fee prosra:n would reduce 
imports by about 500,000 barrels Rer day. 
In April it uoulcl generate out .140') r.<illion 
per nonth in revenues. 
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2. _Backup Import Control Program The energy 

.. conservation measures and tax proposals 

. . ' fj .} ~ ·. 

will be supplemented by the use of Presidential 
. power to limit oil imports as necessary to 
' '< achieve the near--term goals .. 
:-";, l .: 

,,·:· .•. :· ;' ,. 3~· 
. ''!' 

• >· " 

~ {", ; ! I • • ... ~ . 

~~ I ·' . i 1 . 

4. Increase Public Education on Energy 
Conservation -- Energy Resources Council 
will step up its efforts to provide infor
'mati·on on·- energy conservation methods and 
benefits. 

{B) Legislative Proposals 

1. 

' . ~ 

.. ·, . 

Comprehensive Tax and Decontrol Program -
The President asked the Congress to pass 
within 90 days a comprehensi7e legislative 
package which could lead to ~eduction of 
oil imports of 900JOOO barrels per day 
by 1975 and 1.6 million barrels by 1977. 

-.,Average oil prices would rise about $4.00 
per barrel of $.10 per gat1o.1. The package 
which will raise $30 billion in revenues 
on an annual basis includes: 

{a) Windfall Profits Tax -~ A tax on all 
domestic crude oil to captur.•:: the windfall 
profits resulting from price :~ ;;ontrol. · 
The tax would take: 88% of th~ ~indfall 
~refits on crude oil and w~uld ?hase out 
over se~eral years. The ~ax ~~uld be 
retroactive to January 1, 197;. 

(b) _ Petroleum Excise Tax and Import Fe~ 
·An excise tax on all domestit,crude oil 
-of $2 per barr€H and a fee or iniported 
crude oil and product import: of $2 per 
barrel. The new, administra~'.vely established 
import fee of $3 on crude oi~ would be reduced 
to $2.00 and $1.20 fee on prtducts would be 
increased to $2.00 when the 1~x is enacted. 
The-produ~t import fee would keep the excise 
tax from encouraging foreigm refining and 
the related loss of jobs to th~·u.s. 

~ . ... t • 

, .more 
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(c) New Natural· bas Deregulation -- Remove 
Federal interstate price regalation on new 
·natural gas to increase .domest-ic production 
and reduce demand fqr scarce mtural gas 

. supplies~ · 

" ( a) · Natural Gas Excise Tax -.An excise 
tax on natural gas of 37¢ per thousand 
cub1.c feet ·(mcf), which is equivalent 
bn a Btu basis to the $2 perbarrel petroleum 
excise tax and fee. This w.UU discourage 
attempts to switch to natural gas and acts 
to reduce natural gas demand curtailments.· 
Since the usual results of gas curtailments 
is_a switch to oil, this will limit.the 
growth o( oil imports. . .. 

· Elk Hills Naval Petroleum Reserve·. . The 
President is as Icing the Congress to permit .. 
production of the Elk Hills Naval Petroleum. 
Reserve (NPR #1) under Navy ~oritrol. 
Production could reach 160,010 barrels 
per day early in 1975 and 301,000 barrels 
per day by 1977. The oil prrouced would 
be Used to top off Defense Dt))artnent. ·. 
st6rage tank~, with the -rema±•der sold 
~t auction or exch~nged for r:fined 
petroleum products used by tle Department 

·of Defense. Revenues would .~ u5ed to 
·· finance further exploration, development 

an.d' production of the Naval r ·_:ro1eum 
reserves and the strategic pEi:roleum 
~torage. · 

Conversion to the Use of Dorr •ic Coal. 
The President is asking the - · ·.--:-~::>ss fo 

. amend the Clean Air Act and ·,crgy 
Supply and Environmental Coo: ;;:.:cion 
Act of 1974 to permit a vigor 3 program 
to make greater use of domest . .:oal to 
reduce the need for oil. Th' ;.-l'oe;ram 

· would ·reduce the need for oL ... mport s 
by 100 ,·ooo barrels per day tn 1975 and 

· 300,000 barrels in 1977. T.)e; ~ amend
ments would extend FEA's aLtt ~ty to 
grant prohibition orders froF . 75 to 
1977, prohibit powerplants ec .·~ in the 
planning process from bUlninc; :J..l and gas, 
extend FEA enforcement akthor J from 1978 
to 1985, and make clear chat ·.··c:Ll burning 

more 
(OVER) 
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·ins tal lations· that. had ori~inally planned 
tp co~vert froQ coal to oil be eligible · 
for connliance (:ate e}:tensions. It '~ould 
give EPA authority to extend compliance 
dates anu elininate restrictive regional 
environnental lit"litations. .·A plant could 
convert as long as its own eQissions do 
not e~cceed ambient air quality standards. 

ACTIOES AlHJOUPCE:1 
GOALS (1975-1905) 

BY T:·IZ PL'tSSIDEl1T TO illiET lUD-Tr.!"J.1 

These actions are designed to meet the goal of ac~ievin3 
the capability for energy independence by 1935. The actions 
include measures to increase domestic energy production 
(including rneas~res to cope with constraints and strike 
a balance bett-Jeen environment~l and ener3y objectives), 
reduce enerey demand, and prepare for any future, emersency 
resulting from an embargo. . 

(A) Supply Actions 

1. Uaval Petroleur.1 Eeserve Ho. l~ (Lef:l;islative 
proposc;l) -- ri'he President is asldng the 
qon~;ress to authorize the exploration, de
velopr.:.ent and production of Irr>r~-1:. in Alaska 
to.prcvide petroleum for the domestic economy, 
with 15-20i~. earr:1arked for military needs ·aLl~~ 
strategic storage. The reserves. in UPR-l;. 
which are now largely une:;;cplor2d could pro
vide at least 2 million barrels of oil per 

. day by 1985. Under t:1e lesislative proposal: 

(a) The Presi<lent would. be authorized to 
e,zplore, develop and produce LJ.?::.-L}. 

(b) The Governr1ent' s share of production 
(approximately 15-20%) would be used to 

. help finance the strategic storage system 
. and to help fulfill t1ilitary petroleum 
requirenents. Any other receip.ts go to 
the United States Treasury as niscellaneous 
recei?ts. 

more 
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OCS L~asi!;z, ~Ad~1inist~ative) -- ~he President 
reafi::..:rr::tec h1.s J.:ltentiol~ to cont1.nue a.n 
am~ressiv~ O·i.~.ter Continental Shelf: lee.sing 
policy, incladin~ lease sales in the Atlantic, 
Pacific, and Gul~ of Alas~a. Decisions on 
individual lease sales uill a"~;·Iait completion 
of appropriate environmental stadies. In
creased OCS leasing could add domestic pro
ducticn of 1. 5 rJillion barrels of oil and 
additional SU?plies of natural gas by 1985. 
There 't-vill be close cooperation ui tl1 Coastal 
states in thzir planning for possible increased 
local developi.:J.ent. Fun-:!inr; for environmen~al 
studies and assistance to States for vlann1n13 
has b2en increased in FY 1975. · 

l"teducin~ Do•~:1estic. Eni)~Y Price "Jncertaintj 
(Le0isle.tiVe P~osa -- Le~~1.slation ~vil. 
be requested authorizing and requirine the 
President to use tariffs, import quotas, 
import price floors, or other neasures to 
achieve domestic energy price levels 
necessary to reach self-sufficiency goals. 
This legislation would enable the President 
to cone with nossible lar~e-scale fluctua-

~. .. C.::.J 

tions in world oil prices. 

Clean Air Act Anend:~ents (Le~is lati ve 
pro?osaT) ::=-rn addition to t:1e e.r::endr:1ents 
outlined earlier for short-tern t;oals, the 
President is asl-:in~.,. for oti1er Clean Air 
Act anendi'1ents neec1ed for a bal2:nCe. bet':Jeen 
environnental and ene:~.:.·3y goals. '.:.'hese 
. 1 .. 
~nc-U<Je: 

(a) Legislative clarification to resolve 
· problens resu.lti!18 frora co~.xrt decisions 
with res~ect to si~nificant air quality 
deteri.o:cation in areas alrea8.y neetinf; 
health and ~¥elfare standards.·· · 

(b) E:Kt:ension of conplia.nce dates throu;:;h 
19G5 to inpleuent a new policy re~ardins 
stacl<: gas scru.bbers -- to allov-r use of 
inten~ittent control systems in isolated 
po~Jer plants throu0h 19.35 and re•.Juirinr, 
other sources to achieve control as soon 

• ,. 1 as poss:Lo ... e. 

more 
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(c) A pause for 5 years (1977-1981 model 
·: · .-" ·~ · '< • . years) for .nationwide auto. emission standards 

':.· , .. at ·the current California levels for hydro-

.. 
- carbons ( 0. 9 grams per mile) and carbon 

- monoxide (rf · grams per mile), and at 1975 
·; l ·· standards ( 3.1 grams per mile) for oxi_().es 

· ~f nitrogen (with the exception of California 
:· · which has adopted the 2. 0· standard). These 

··standards for hydrocarbons ( i-IC) and carbon 
·.monoxide (CO) are more stringent than now 

required nationwide for .1976 model year's 
cars. The change from the levels now 
required for 1977-1981 model years in the 
law will have no significant impact on 
air quality standards, yet they will facilitate 
attainment of the goal of 40% increase in 
auto fuel efficiency by the 1980 model year. 

( a) EPA will shortly begin comprehensive 
: hearings on emission controls and fuel 

economy which will provide more detailed 
data for Congress~onal consideration. 

:' ... , 

5. Surface rUning (Legisl~ti ve proposal) 
· •·- .Th~ President is asking the Congress to pass 

a surface mining bill which strikes a balance 
between our desires for reclamation and 
environmental protection and our need to 
increase domestic coal production substan
tially over the next ten years. The proposed 
legislation will correct the problems which 
led to the President's veto of a surface 
mining bill last year. 

6. Coal Leasing (Administrati y::·) -- To assure 
rapid production ±"'rom exist~:-::lg leases and to 
make ne-N, low sulfur coal ~· :pplies available, 
the President directed the Secretary of the 
Interior to: 

(a) Adopt legal diligence ::•equirements to 
assure timely production f.r·om existing 
leases. 

. . 
. ( o) Meet l\'ith vJestern Govr"'~'nors to explore 

regional questions on econc:"dc, environmental 
and social impacts associat~d with new Federal 
coal leases. 

(c) Design a program of nE:'1/l coal leasing 
consistent with timely development and 
adequate return on public assets, if proper 
environmental safeguards ~n be provided. 

more 
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.7. Electric Utilities-- The President is asking 

'·.·~'the Congress for legislation concerned with 
: ·· ut.ilities. In recent months, 60% 
· . of· planned nuclear· capacity and 30% of non

nuclear capaclty additions ha"Te been postponed 
or cancelled by electric utilities. F:tnancing 

· problems are worsening and St.ate utility · 
commission practices have not assured recovery 

. . of costs and adequate earnings. The transition 
from oil and gas-fired plants. to coal and nuclear 

-- has been·slowed greatly -- eontributing to 
. pressure for higher :oil· iinpo.r-ts. Actions 
. involve: 

{a) Uniform Investment Tax_Credit (Legislative) 
an· increase in the investment tax credit to 
eliminate the gap between utilities and other 
industries -~ currently a 4J rate applies to 
utili ties: and 7% to others. 

{b) Higher I-nve-st·ment· Tax~credit ·(Legislative) 
An increase ln investment tax credit for all 
industry~ including utilities, for 1 year --
to 12%. The 12% rate would be retained for 
two additional years for all power plants 
except oil and gas--fired facilities. 

(c) Preferred Stock Divide :~duction~ 
(Legislative) -- A change ii ta-x laws applica
ble to all industries~ incl~ding utilities, 
which allows deductions of ]referred stock 
dividends for tax pufposes t~ reduce the 
cost of capital and stimulat equity rather 
than debt financing. 

(d) Mandated Reform of Sta Utility Commission 
Processes (Lep~islative) '· -··Iegisiation--·--·-
wouTd. selec t:-:1-;!ely reform uL~. :y commj ssion 
pr<tctices by: (1) ~>ettint=: ::1aximum J.imit 
of 5 months for rate or ser'. : {~ proceedings; 
(2) requiring fuel adjtistmc· pass-throughs, 
including·taxes~ (3) requir that con-
struction work in prog~ess ~ included in a 
·Utilityrs ~ate base; (4) r~~6ving any rules 
~rohibiting a utility·from CQarging lower 
rates for electric power dur~ng off-peak 
hours; and (5) allowing the ~ost of pollu
tion control equipment to be lncluded in 
the rate base.-~----··- ··---- -

(e) Energy_ Resources Councl1. StuQl_ 
(Administrative) -- Review ~d report to the 
President on the entire regu.~atory process 
and financial situation relating to electric 
utilities and determine what further reforms 
or actions are needed. ERC will consult 
with State utility commissions, governors, 
public utilities and consume:s. 

more (OVER) 



.. , 
•• j 

~ .. ·.b •• 

- - ••• < ... f\ 

40 
. . . I. . ... : . 

:. {luclgll.!'. :rg~~r- ·· .: To accelerate the groHth of 
:nuclear ~m..rer Hhich supplies only one percent 
. of our enerr,y. nc!eds, the President is pro-

.. ,, .. , ., · ?O~ine,. in addition to o:~~tions outlined above: .. , 

/ • ; I 

' ..... -,., ... , ... , 
. : ' 

(b) 

. 
' (a) l_!:.!_q>~_gJ_t_~Q_ Lj._C:!?J!:.?J.ED. ~!1-E~ ~~S.i~!!l' .. (l~isj_?ctive) -· 

.... • . A l:l-uclear Facility Licensinr, Act to assure nore 
rapid.siting"and.licen~ing of nuclear plants . 

·:; 

.f. 

•··. 

. (b) · 12]_§_ ~~dge~ In~_!~ase <t~il-2.!.~tive) . 
An increase of . .,t.l, uillion in· afl!'lropriat~ons 
for nuclear safety, saf~euards, and ~mste 
manage•~1ent. · 

~E_g~_gy ~.,acili_tles. ~~itj.g (!~:£_i~]-at:iveJ. ··- . . 
Leg~sfaticn lmuld reduce ener~y -facfi~ty s~t~ng 
bottlenecks-and assure sites for needed facili
ties llith proper land use c9nsiderations: 

{a) The.legislation wo~~d require that states 
have a conprehensive and coordinated process 
for ex?editious revieu and approval of ener3y 
facility applications; and state authorities 
whicn ensure that fj.nal_ State enerey facility 

:decisions cannot be nullified by actions of 
of local governments • 

. ·.(b) · Provision·. for ·~wner~ of eli~i.ble facilitier 
.or citizens to sue States for inaction. 

:· (c) Provide no Federal. role in nal:in~j case by 
case siting.decisions for the States . 

. . . 
~_!ler_gy Conservation l-.cti_~!l~ 

. ·. . ( 

The President announced a 'nun.ber ,-.,+= enerr;y con·· 
. .f;~rvation ueasures to. reduce der·· ··,d, includinr;: 

1,, . Auto Gasoline 11ilear;e -Incr: (~::::. (Adninis trative) 
·.:·the-Secretary oP'ir~nsp-o-it· .. rn has 

obtained \·i~i.tten an:::r.ee!;lent · ·· t~1. each of 
... the naj or domestic,_ autonob: .. ,; uanufacturers · 

. · .. Which Will yield a 40 .. perC(:CU.t itlprove-
.. nent in, fuel_ ef~iciency on a weir;hted 

.• J 

: ~ .. ' 

.... ,. . . . 
· ... 

more· 
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average for all new autos by 1980 model year. 
These agreements are contingent upon relaxation 
of Clean Air Act auto emi.ssion standards. The 

· ··. agreement provides f'or inter.lm goals~· Pedera1 
· monitoring .and public reporting of progress. 

Buildi~$ Thermal Standards (Legislative) --
The President is asking Congress for legislation 

. to establish national mandatory thermal (heating 
and cooling) efficiency standards for new homes 
and commercial buildings ,which would save the 

. equivalent of over one-half million barrels of 
oil per .. day by:l985. Under this legislation: 

· {a) The Secretary of Housing and Urban Develop
ment shall consult with engineering, architectural, 
con~umer, labor, industry, and government repre-

.. sentati ves ·to advise on development of efficiency 

. standards. .-.· 

( '6) Thermal standards for one and two-family 
d\vellings will be deve.loped .and implementation 

. would begin within one year·. New minimum 

.. performance standards for enccgy in commercial 

.. and residential build:i.nr-:s · i'lC.' '6 be developed 
and. implemented as soon~ the:.:· ,~rr-er as practico.ble • 

.. ,·, (c) ·Standards WOI).ld be implemented by State 
and 1ocaJ governments through local building 

. codes. · · · · 

(d): The President~also dire~~ed the Secretary 
of· Housing and Urban De vela:> ··. ·; to include 
en~~gy conserv2tion standara. ~-. new mobile 
home construction and· safety :··:. <J.ndards. 

Residential Conservation Tax ~edit -~ 
... ~he President is asking C.ongr :. ··s for ·J.err,islation 
: t-'o provi:de ·incentives to' homr:o · ners for· making 
. thermEl -efficiency improveme:· . in exL;ting 
.. homes. This measure, along ':·:~<~11 a stepped-up 
public information program, c::mld save the 
equivalent of over 500,000 barrels per day 
by 1985. Under this legislat · :e:;.n:. · · · 

.. -(a). A .. l5 .percent tax credit· ::'etroact:tve to 
January 1, 1975 for the cbst or cert~in improve
~ents in thermal efficiency· in residences would 
be provided. Tax credits wou~d apply to the 
first $1,000 of expenditures 2nd can be claimed 
during-the next three years. 

. ' i ' . . . 

(b) Impro.veinents such as storm windows, and 
insulation, would qualify for the tax credit. 

more (OVER) 
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LoH-Income Energy. Conser'!atJon Program 
(Legislati ve)---::=--The President is propos:tng 

.legislation to .establish a Low-Income Energy 
Conservation Program to offer direct subsidies 
to low-income and elderly homeowners for certain 
energy conservation improvements such as insula
tion. ·The program is modeled upon a successful 
pilot program in Maine. 

_(a) The program would be atlministered by FEA, 
under .new legislation, and the President is 
requesting supplemental appropriations in 1975 
and $55,million in fiscal year 1976. 

(b) Acting through the States, Federal funds 
. would be provided to. purchase ,materials. 
Volunteers or community groups could install 
the materials. 

Appliance Efficiency Standards (Administrative) 
The President direct.ed. the Energy Resources 
Council to develop energy efficiency goals for 
major ~ppliances and to obtain agreements 
within six months from-the major-manufacturers 
of these appliances to comply with the goals. 
The goal is a 20% average improvement by 1980 
for all major,appliances, including air condi
tioners, refrigerators and other home appliances·. 
Achievement of these goals would save the 
equivalent-of over one-half million barrels of 
oil,per day by ·1985~ If agreement cannot be 
reached,. the President will submit legislc:.tion 
to ·establ:Lsh mandatory appliarlce · efficie;-1c.y 
standards. · 

6 :·. Appliance and Auto Effic:tcncy La'::elling Act 
.. (Legisl~~~ ve) -- ·,lihe President ~1f:Ll ask t11~:; 

Congress to enact a mandatory labelling bill to 
require that ~nergy efficiency labels be placed 
on new appliances and autos. 

(C) Emergency Preparedness 

The President announced that comprehensive energy 
emergency legislation will be proposed, encompassing 
two major components. 

1. Strat~gic Petroleum Storage (Legislative) -
Development of an energy storage system of one 
billion barrels for domestic use and 300 million 
barrels for military use. The legislation will 

more 
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' . -.. ' 

· authorize the· gove1'nment to purchase and pre-

'' 

pare the storage facilities (salt domes or steel 
. tanks), vlhile complex institutional questions 
are resolved and before oil for storage is 
actually purchased. ~EA will develop the ove~
all program in cooperation with the Department 

·of the Interior. and t.he Department of Defense . 
All engineering,.planning, and environmental 
studies would be completed within one year. 
The 1.3 billion barrels will not be complete 
for some years, since time -is required to 
purchase, prepare,·. and fill tr~ facili t~es. 

2. Standby and Planning Authorities (Legislative) 
·The President is requesting a set of emergency 
standby authorities to be used to deal with 
any significant future energy shortages. These 
authorities would also enable the Uni~ed States 
to fully implement the agreement on an Inter
national Energy Program between the United 
States and other nations signed on November 18, 
1974. This legislation would include the 
authority to:· 

(a) Implem~nt energy conser,lation plans to 
reduce demand for energy; 

· ·C9) ·allocate petroleum products and establish 
price controls for allocated products; 

(c) ration fuels among end users;. · 

(d) allocate materials needQd for ~nergy 
production where such materi~ls may be in short 

· supply; 

· (e) increase production of domestic oil; and 

(f) regulate petroleum inventories. 

III. ACTIONS ANNOUNCED BY THE PRESIDENT TO ;·:iEET LONG-TERl\1 
GOALS (BEYO~D 19H5)·--

·The expanded research and development program on which the 
nation is embarked will provide the basis for increasing 
domestic energy supplies and maintaining energy independence. 
It will also m~ke it possible iri the long r~n for the U.S. to 
export energy supplies and technology to others in the free 
world~ ' Important elements are: 

more 
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Synt~etic Fuels Pror.;ran (Administrative) -- The 
Prcsfdent announced a llational Syr;tllet.fc Fuels 
Gmm::tercia.lization Progran to ensure at least one 

. r.1illion barrels per day equivalent of synthetic fuels 
capacity by 1935, using technologies nm-1 nearine 
co~~1ercial applicati~n. 

1. Synthetic fuel types to be considered will 
·include synthetic crude froa oil shale and a 
'tl]ide range of clean solid, liquid, and caseous 
fuels derived frow coal. . . 

2. The Program would entail Federal incentives 
(possibly including price g-uarantees, purchase 
agree~tents, capital subsidies, leasine pro
erar:•s, etc.), granted conpetitively, and v10uld 
be ainacl at the production of selected types 
of·gaseous and liquid fuels fron both coal and 

.... 

.:>. 

·oil shale. · 

The program will rely on existing legislative 
authorities, including .those •.:::ontained in the 
Federal i:7on-Huclear Ener3y !':· :~~ earch and Develop-
ment Act of 1974, but ne~ 1 slative authori-
ties will be requested if n~·~ssary. 

Energy !lesearch anci Development Program -- In the 
current fiscal yee.r, the Federal ·:;overnment has 
greatly increased its ·£u:1ding fox ··mergy research 
and development pro~r2.r:ls. These ?E~ceral programs 

) 
' __ ...... 

are a part of a much larger na.ti.c: '::.!. enersy :1 & D 
effort and m:e ca~ried out in co: ~·ation \lith ind'...1.:otry, 

11 ,, . . . 1 ,..,, "') • ' . co eges ana un1.vers1.t1.~:s ana ot ·. "'. .~ne !. res1.os:::n: 
stated that his 1976 Bu.,:'.p;et 't11ill · · :1tinue to el!lpha
size these a.cc-s3.::!rated n:;:o:-rarns :::.lJ. inc:l;.;:.de resc,::.~c~h 
and the G.eveloprc.ent of teci~nolog: , or energy conseJ::va
tion and on all ferns of energy :L ,;ludinr; fossil 
fuels, nuclear fission and fusior. solar .and geother2al. 

(C) Enersy Research and Develop!!lent /: ninistration -- (S:WA). 
The President has sit:"!'ned an Exect:,:ive Order -.:<1hich 
activates, effective"'January 19, 975, the Energy 
Research and Developnent Ad!":1inis' · ti.on. ERDA \·lill 
brin3 toeether in a single aGenc ~he major Federal 
enerr:;y R .s. D pro~rans "ti:lich \·Till ·. :.:;.ve the responsibility 
for leading the national effort tr:; develoy technolo3y 
to assure tllnt the U.S. ,,1ill have an ar.role and secure 
supply of ene:::sy at re.:tsonable pr:. css. - EP.DA con·-

. ·c solid<?.tes uaj or R ,; D functions }:::'eviously handled' 
·t· 't 0 Ro":., .. by the AEC, i:ieparti!lent of the Intzrior, ~'!ational 

<-:},Science Foundation and Environnen,tal Protection Agenc· \ 
: . .':i ERDA ~-1ill also continue the basic research, nuclez..r / 

,;·/materials production ancl w·eapons ;_Jrograr.J.s of the AEC. 

'o• ''·· more 
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· ' :IMPACTS. OF -NEAR AND MID-TER!-1 
ACTIONS ON PETROLEUH CONSm1PTION AND UiPORTS 

NEAR TERH PROGRJ\!1 
(I-li4B/D) 

CONSUMPTION IF NO NEH ACTIONS. 
IHPORTS IF NO NEW ACTIONS 

Less Service Savin'gs by Short-term· 
Actions:.'· 

Productionfrom Elk Hills 
Coal Conversicp 
Tax Package ' 

.. 'l'OTAL IMPORT SAVINGS 

REMAINING U1PORTS 

CONSUHPTION IF NO NEW ACTIONS 
IBPORTS IF NO NE~~ ACTIONS 

Less Savings Achieved· by 
Following Actions: 

OCS Leq;:dng 
NPR-4 Development 
Coal··· Conversion 
Synthetic Fuel Commercialization 
Auto Efficiency Standards 
Continuation of Taxes 
Appliance Efficiency Goals 
Insulation Tax Cr~dit 
Thermal Standards 

1975 
··nr:o. 

6 ~5 . 
---'--. 

D1PORT . SAVINGS 

l977 
I1f:3 

8.0 

1975• . 1977 ·-.. 

0.2 0.3 
. 0.1 . 0.3 

. ~. 0; •. 9:- ~- ·- : .. :. .. :.:; .· . . . -1. 6 

1~2 

5.3 

2 3. 9 ~ll·-IB/D 
12 .7' UHB/D. 

19 85 INPl,.CT 
. Oi.'J It-~POR'IB 

. 1 ~ 5 

. 2. 0 
0~4 

. 0. 3 . 
1 ~ 0. 

- .. . . 2 ~1 
0.1 
0.3 
d. 3 .. 

5.8 

Total Import Savings by. 1?-C::t:~.o~s- ...... __ . 

Remaining Imports 

,. .. :.:• ' ' 8 ~0 
~ ....... - ..... ·-·~·- • .:.- . .,..- '7' ...... --.,..._. 

. 4. 7 
Less: 

Emergency Storage 
Standby Authorities 

NET IHPORT VULNERABILITY 

more 
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INTERNATIONA~ ENERGY~!!OLICY AND, FINANCING .ARRANGEMENTS 
' '- .• ' -· ; "' ·"~ ~ . ! . 

. .. _. 1 
....,:· ' '.1·~ ~ ;;!~ . . ~ . · .. :. 

BACKGHOUND ... ;: 

The cartel created by the *organization of Petroleum ... 
Exporting Countries·: (OPEC) has successfully increaf. :d 
their governments' ,p.rice for· exports of oil from.· · · · 
approximately $2 per barrel in mid~l973 to.$10 per.· ' 

·barrel today. Even after paying for their own increased 
imports, OPEC nations will report a surplus of over 
$60 billion in 1974, which must be invested. Oil 
price incr>eases have created :Serious problems for the : ,, 
world economy. Inflation pressures have been inten-
sified. Domestic economies have been disrupted. 
Consuming nations have been reluctant·. to oorro\'r .to 
finance their oil purchases· b-ecause of current 
balance of payments risks and the burden of future 
interest costs and the repayment of massive debts. 
International economic relations have been distorted 
by the large flows of capital and uncertainties 
about the future • · · ···-- .. " 

U.S. POS}.:TION -- -

... 

The United States believes that the increased price of 
oil is the major international economic problem and has ··)·-, 
proposed a comprehensive program for reducing the current 

· exorbitant price. · Oil· importing nations must cooperate. ·· 
to reduce consumption and accelerate the ·development of.· 
new sour~es of energy in order to create the economic 
conditions fora lower oil price~ However~ until the 
price of oil: does decline> internationaL stability must 
be protected~by ~inancing facilities to assure oil 
importing nations that financing will be available on 
reasonable terms to pay for their oil imports. The 
United States is active in developing these financing 
programs. Once a cooperative program for energy con~ 
servation and resource development and the ;l.nterim 
financing arrangements are a~reed.upon~ it will be 
possible to have constructive meetings with the oil 
producers. , i .·. · · 

ACTIONS TAKEN BY OIL CONSUMING NATIONS . ; . . . . ~ ' 

The oil consuming nations have ~lready created~the 
International Energy Agency to coordinate conservation 
and resource development programs and policies for 
reacting to any future interruption of oil exports 
by producing nations. The four major elements of 
this cooperative program are: .... 

.. _ .more . 
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An emergency sharing arrangement to immediately . 
reduce member vulnerability to actual or threatened 
embargoes by producers; · 

A long-term 'cooperative program to reduce niember·~. 
nation dependence on im~orted oil> 

• ~ . ' } . 1 • 

A comprehensive information system designed-to. 
improve our kno'wledge ·about the i'lorld oil market · 
and to provide a basis for consultations among· 
members and individual _companies; and 

A framework for coordinating relations idth producing 
nations and other less de-veloped_ consuming countries. . . -.. ' , 

The International Energ~ Agenc~ has been ~stablished a~ 
an autonomous organization under the OECD. It is open 
to all OECD nations willing and able to meet the obl,i·~ 
gations created by the program. This international 
agreement establishes a number of conservation and energy 
resources development goal-s but each member is left free 
to determine what domestic measures to use in achieving 
the targets. This flexibility enables the United States 
to coordinate our national and international energy goals. 

O'rHER U.S. ACTIONS AND PROPOSALS 

The United .·states has also supported programs for pro·~ 
tecting international stability against distorting 
financial flows created by the sudden increase of oil 
prices. Although the·massive.surplus of export earnings. 
accumulated by the producing nations will have to be 
invested in the oil consuming nations, it :1.;:; unlike1y 
that these investments will be distributed so as to 
match exactly the financing needs of indi dual impor
ting nations. Fortunately the existing cc:;plex of 
private and official financial institutio~s has, in the 
case of the industrialized co~ntries, been effective 
in redistributing the massive oil export e2rnings to 
date. However, there is concern that some individual 
industrialized nations may not be able to continue to 
obtain needed funds at reasonable interest rates and 
terms during the transition period until supplies are 
increased, conservation efforts reduce oil imports and 
the price of oil declines. Therefore, the United States 
has supported various proposals for :'reshuffling•: the 
recycled funds.among oil cons.uming nationsJ including: 

more. 
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Modification of Int·ernatiolfal Nonetary Fund._(IMF) 
rules to p~rmit,more exten~ive use of exLsting 
IMF resources without further delay i. I · ~ . 

Creation of a financia,l solidarity facility as 
a "safety· net;; for participating OECD .co,untries 
that are prepared to cooperate in an effoFt to 
increase conservation and energy resource develop
ment actions to create pressure to reduce the.· 
present price of oil; 

Establishment of a specfal trust fund managed by 
the IMF \'Thich .would extend balance of payments 
assistance to the most seriously affected develop
ing nations on a concessional basis not now possible 
under D1F rules. The United States hopes that oil 
exporting nations might contribute a major share 
of the trust fund and that additional :resources might 
be provided through the sale of a smai~_portion of 
the D1F 1 s gold holdings in which the differential 
between the original cost of the gold and the 
current market price would.be added to the trust 
f!,.tnd; ·an.d .. , · 

~ . . -. 

An increase in IHF quotas which would make more 
resources available in 1976. 

These proposals will be discussed at ministerial level 
meetings of the Group of Ten., the D1F Interim. Conunittee 
and the International· None.tary Fund/International Bank 
for Reconstruction and Development Conunitt~e in 
vJashington, D.C. January 14 to 17. . 

In these meetings, the United States will continue to 
press its views concerning the fundamental importance 
of international cooperation to achieve necessary con
servation and energy resources development goals a£.~ a 
basis for protecting our national security and_underlying 
economic strength. · , _ . 
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