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PRESE ELEASE - FRANK G. ZARB - 7 15 EDT

S
-

After the meeting today between the President, Senator
Mansfield and Speaker Albert, the White House announced that
the President would not object to a short extension of oil
price controls if he is reasonably confident the Congress
will act favorably and promptly on a phased decontrol plan. The
anrniouncement also indicated that the bill extending controls for
six months would be vetoed.

FEA Administrator, Frank G. Zarb announced that a short
extension, if signed by the President, would be applied
retroactively. Since the Congress does not return until
September 2, there would be a short gap in the Allocation Act
authority between the August 31 expiration of current authbrity‘
and any possible Congressional action on the short extension.

It is likely, however that the Congress will intend no regulatory
gap and will intend to reinstate automatically the price and
allocation regulations in effect on August 31 with the passage

of any short extension.

FEA, in consulation with the Department of Justice, has
reviewed the legal effects of such a gap and concluded that by
an extension the Congress can revive the current controls retro-
actively to September 1. If the President signs such a short
extension, appropriate regulator§ action can then be taken to
correct any transactions in violation of FEA's current controls

that occurred during the gap.
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE PRESIDENT
FROM: FRANK G. ZARBry

SUBJECT: NEXT STEPS IN DECONTROL

Background

The Congress has passed H. R. 4035, an extension of the Emergency
Petroleum Allocation Act, which has now been enrolled. In addition
to the six month extension of price and allocation controls, it rolls
back the price of new oil to abou: $11.30 per barrel and increases the
Congressional review period on decontrel plans from five days to
twenty days. This legislation is unacceptable, If it became law,

it would result in 350, 000 barrels per day greater imports than your
30 month decontrol plan,

Projected Sequence of Events

The next two weeks are still uncertain, but our best estimate of how
events will unfold are summarized below:

Date Action
Monday, July 21 - President vetoes H. R, 4035,

- Press conference indicating that simple
extension will also be vetoed if decontrol
is disapproved.

Tuesday, July 22 - Thirty month decontrol plan is disapproved
by cither/or both Houses.

- House decides on rule on a simple six month
extension {a conference will probably not be
necdedl.
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Date Action
July 23 - 25 - Simple extension passes and is enrolled.

Veto statement on six month extension,

H

July 25 - 28

Presidential T, V. address,

Press conference on the economic impacts
of immediate decontrol.

Options Regarding Timing and Possible Follow-Up Steps

The above schedule does not take account of two issues which should
be considered:

Timing

There are two alternatives regarding timing of the veto of the
6 months extension combined with a major Presidential
address on decontrol:

1. Before the President leaves for Europe,

- This will leave time for the Congress to attempt to
override the veto and react publicly before they depart.

2. After the Congress is in recess, but before the ten days
expire on the simple extension,

- Congress will not be able to override the veto before
the recess, but the President will be out of the country

when the address is delivered.

Possible Further Steps

If the President ultimately veotes a simple extension, it may be
desireable for him to make one additional effort to reach an
agreement with the Congress before the recess. Such a step
could be undertaken in one of two ways,

1. Resubmittal of administrative decontrol plan by July 24,
to allow the five days to elapse before the Congressional
recess begins.
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2. Submissiomof a 30 month extension combined with decontrol
when the veto of the simple six month extension is announced.

Although neither option would likely be approved by the Congress, it
may place the President in a better posture policitally on immne diate
~decontrol. The President would have tried one last time to avoid
the full impact of decontrol. More importantly is the fact that it
would put the final action back in the Congress' lap as they recess --
not in the President's.

Regardless of which option is chosen, we would not favor further
substantive modifications of the decontrol plan at this time.

Summary of Options:

1. Veto H.R. 4035 on Monday and announce Yes No
veto of 6 months extension if no agreement
on Phase In

2., After rejection of President's Phase Out Yes No

Program, submit Administrative program
or legislati ve package to put burden back
with them., (Ask to stay in session.)

3. Accept 6 months extension or work toward Yes No
30-90 day extension.

4, Veto 6 months extension and work for Yes No

compromise after recess.

5. Decide now that we want abrupt decontrol Yes No

and begin now to prepare for impacts.
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-After his tennis match-—in vh:z.ch the ford-milliken tean
lost narrowly Yo the seidman-mrs. 'illiken duo, 7-5, 6-4,
the president: ulayeia roundiof goI& golf with griffin,
andl essc congressman’elford cederberg, The threesome started.
on. the seventh holeiand S finished on the sixth. Griffin !
Jater-told the noolathat the golfers kept score for awhile )

; _Abetore* abandomng the.- practice. ;

s

. After;aifew handshakes with about 100 spectators: at .
© ithe- heln.pad,- ~the: pres:x.dent~ and ars..ford choppered to

| FaneheseewiHx - Kincheloe AFBY .arriving about 40 minutes late.
“You saw ‘hhe ‘handshaking at ~t;he basesiThe pook saw two Jcmescc

signs' M Pres:.dentf we: love, Syout and "let?!s ford-i-fy the
2 ’UoSos ln ’76@:? One ’l': ; ai

ﬂ»‘!:- By lz.ke you 5 3

Gy

f»-ai’ter*wheels 'u atz 7 lj;'nessenu..came TA'I:oac:!ac to say “ford would

- see’ kissxnger at. thei white honse. ‘bom.gh‘b forra report on the:
“latter's trip,. No.readouts of‘iﬁ;he meetihg should be expected.

~¢ iThe- monday ayem b:voar‘b:.san congressional leadership meetlng
will¥: be to brief the membersgon the. president's domestic.'oil

‘decontrol program, which nessen says we shou-ld. Imsmegs expect .

t0 be: wrapped up in:itime fomunvolllng tomorrow.
- Xs for the' president's .62nd birthday tomorrow, Nessen -

‘saysiwe can-expect: somelsort of family birthday event.which

he will telXus sbout¥tomorrow.

Particzpants at: the decontrol meetlmg will be mlke mansfied:
scott, byrdigriffin, moss andicurtis from the senate and* -
alber‘b, o'neill, rhodes, mcfall, michel, burton and anderson
from: the house. Other. subjects included ml}. be regulatory.
reform, turkish aid and the marianas: islands.

- - The voresident olan.s to watch the launch of the apollo
pacac*'aft from the: ova‘l offiée w”tuesday after going to the

. stat3 department to Watch;bhe soyuz launch earlieryin the day.

Nessen was asked when the president would make his next
political trip:and/he’said there would be no directly poli‘blcal :
trips on behalf of his candz.dacy theire until next year. Then he
gsaids "You mean nonpolitical. "He's just out there being -
pres:.den‘b of all” the people;ll Nessen pucklshly claimed.

Griffin came back to say he thougb:b the president- had s
rece:.ved an enthusiastic welcome in'his-home statef He later {
volunteered; "while it wasn't:2 volltlcai‘trlp, the fact that-he
was able to: “show_such solid!suvvortsin his home state was a
good. omen. The fella's got -to start: somewhe*-e.“ He then.lapsed.

: _1n-ho '!;reat::.se on the joys of natthern mlchlga.n




About ten ml’a*t:e,_ m before landing, the president came
“back to talk with the poolliNo pvhotos permitted. He was wearing:

his maroon golf slacks wh:.te polo §sh1rt W:Lth een alligato
and white bucks. L& A B gr - ga =

M gace Wasaredde d ' M[,W/}— .
asked. a.bout.i{hls; golf 4 *%ford saxd' nit. wasn't@igve/lz';e ert %
- pe forman;ie. w:ﬁBu, he seemedmore p}.ensed ahout tennls, no‘b:mg' TS bhly;,%"
play about. onci ,_very threeliweeks. Frare 2
asﬁed if he'fwas:pleased with:the support showm on-the tripee-ne-ssen‘
interjected.toysay; N1t was a nonpolitical $rip, .you: the—ford
said "we: madesailot 'of friends. " askod =mc_what! 'about elec,-“

%50

ford said "we.—jaéit ‘bhlnk:

/Zhe said: werl:her monday s .
any betteér,t heisaids "Is nkiS0 fi.youhﬁmow the alterna.tlvw o
from'~the;~pointﬁ_ﬁview fian‘overall . program, is worse..I' den'.'la~ 3
.~the congrass- would be:so-ill-advised..i-don't think: g Woui&fbe ine
“their Bestiinterests to &P have. done nothing.. .i:think the wiser
heads in the congress will see: the: w:rsdom,}of doing. -somethlng affir-:
natively rather.than negatively...l'm always an-optimistse . the ma;;or:.'h:,',,ﬁ'a%
of tﬂ;congress will ‘have ithe, wisdoms .Eto do: some’ﬁhlng A0 the
_of) action ratherm‘bhan reactions .ol % f: i A e

C anees were 5

r

~asked if without action M%x;’ans prices. B woul& shoot*;f
7 throughithe roof, ford said;” It8s a° very:“tenuous- situdtionim. ‘the
f interim but some hard cho:t.ces have: to bermade.n asked ‘how yous'
ZogaReila strike ebalance’ betweenalettmg the iprice- of gasoline.
soar and. proviss# oil companles with moré money:for. exoloratlon,
- ford said: ~1f congress ehacts the: 'v:r. 1dfall profrl:s tax__:li‘h v

“ecities and t"1° 'ls 2

‘the same..,:bhen‘ everythlng evens oﬂf.. ¥

"If congress-does nothlng...thengpe g
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} z?;‘-"t-;realitlesuand was:thent

- 1liXewise, "I Ahink: they
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THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

To reduce our growing dependence on foreign oil, I will
today send to the Congress a compromise plan to phase out
remalning Government price controls on domestic oil by
January, 1978.

During this period of decontrol, a price ceiling will be
placed on all domestically produced oil to ensure that American
crude oll prices cannot be dictated by foreign oil producers.

By removing these government controls, domestic production
of oil will be stimulated and energy conserved. Decontrol and
the import fees I imposed earlier will reduce our dangerous
reliance on foreign oil by almost 900,000 barrels a day in just
over two years.

There 1s no cost-free way to reduce our dependence on
increasingly expensive foreign oil. Although gradual decontrol
will result in a price increase on all petroleum products =---
less than one and one-half cents per gallon by the end of the
year and seven cents by 1978 -- this is a small price to pay for
our independence from the costly whims of foreign suppliers.

If the Congress acts on this compromise, on my other
proposed energy taxes, including the tax on excessive profits
of oil companies, and on the energy tax rebates for the American
consumer, then the burden of decontrol will be shared fairly.
Our economic recovery will continue. We will be able to protect
American jobs.

The problem is -~ 60 percent of all domestic production 1s
still price controlled at about $5.25 per barrel. This price
discourages the use of new and more expensive production tech-
niques. It encourages wasteful use of this limited domestic
resource,

But the powers I possess under the current law to phase out
controls are limited. Either the Senate or the House of
Representatives can prevent gradual decontrol from going into
effect.

I urge the Congress to accept this reasonable compromlse.
If 1t does not, my only alternative to ensure continued progress
toward energy independence, will be to veto an extension of the
01l price control law which will expire in August.

The plan I propose willl gradually 1ift price restriction§
on controlled oil and place a ceiling on all domestic crude oil
prices.

more
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We still have the choice of acting in our own best energy
interests instead of reacting to decisions made by forelgn
countries. We must start thinking of the energy crisis 1n
terms of American Jobs, homes, food and financial security.

Our economic well-being and national security depend upon
American control of the American economy. We cannot Jeopardize
the future by avoiding the tough energy choices today. We must
pay the price necessary to give us command of our own economic
destiny.

# # # #
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THE WHITE HOUSE

FACT SHEET
The President's Compromise 0il Decontrol Plan

THE PRESIDENT'S ANNOUNCEMENT

The President today announced administrative actions to
gradually decontrol the price of old oil (oil now under
federal price controls) over a 30-month period. In addition,
the President announced for the same period a celling on

the price of all uncontrolled domestic oil (other than from
wells which produce less than 10 barrels per day which are
currently exempted from controls) equal to the price of
uncontrolled domestic crude oll in January, 1975, plus two
dollars a barrel to account for the import fees already in
place. This will be approximately $13.50.

The President also called for enactment of energy taxes
including a windfall profits tax (with appropriate plow-
back provisions) and extension of the Emergency Petroleum
Allocation Act to implement the decontrol plan. These
actions will result in substantial energy savings, provide
an incentive for expanding domestic production, and ultl-

mately remove a complex and counter-productive set of
regulations.

Under the President's plan imports will be reduced and
prices will increase gradually, but consumers will recelve

energy tax rebates. Phased decontrol will thus not impede
economic recovery.

BACKGROUND

- The price of 0ld o0il is currently controlled at an
average of about $5.25 per barrel, while the average
price of new domestic oil is now uncontrolled and is
about $13.00.

- Controlled oil currently represents about 60 percent
of domestic oil production. New, released, and
stripper well oil account for the remainder.

- Domestic oil production has been declining since 1970
(it is down 11% since early 1973) and is now about
8.4 million barrels per day (MMB/D), a decline of
more than 500,000 barrels per day from last year
(see chart 1).

--  Imports are predicted to average about 6.5 million
B/D, but are expected to rise to up to 7 MMB/D by
the end of this year, which is about U40% of domestic
consumption.

- Imports are expected to grow to an average of more
than 7.5 MMB/D in 1977, if no action 1s taken to reduce
demand or increase supply. The added imports in the
next two years are expected to come mainly from Arab
nations and could double our vulnerablility to an
embargo (see chart 2).

more
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s The Emergency Petroleum Allocation Act of 1973, which
requires the control of prices and distribution of oil
expires on August 31, 1975.

-- None of the measures requested by the President almost
6 months ago in his State of the Union Address has been
enacted by the Congress.

-~ The President orilginally proposed in his State of the
Union Address immediate and total decontrol in April,
1375. In response to concerns expressed by some
Members of Congress, on April 30, 1975, the President
directed FEA to develop a 25-month compromise decontrol
plan. The Federal Energy Administration held public
hearings on this proposal in May.

-~ - Under provisions of the Emergency Petroleum Allocation

Act, elther House of Congress has five working days in
which to disapprove a decontrol plan by majority vote.

OBJECTIVES OF THE PLAN

The plan announced by the President is designed to meet the
following objectives:

- Achieve a major reduction in imports by providing an
incentive to increase domestic production and by cutting
demand through increased conservation.

- Reduce the power of foreign oil cartels to control the
prices Americans pay for energy.

- Provide a compromise decontrol plan acceptable to the
Congress.

- Remove over a 2-1/2 year period the complex, counter-
productive, and administratively burdensome government
regulations.

- Eliminate excessive oil company profits and minimize
consumer and economic impact by rebating energy taxes.

PRINCIPAL ELEMENTS OF THE PLAN

Today's proposal by the President would gradually remove price
controls from all currently controlled oil over a 30-month
perlod beginning August 1 of this year and ending in January
1978. Each month the amount of o0il under controls is decreased
by an additional 3.3% of a decontrol base production level
(which is the average monthly production of old oil during
April, May and June of this year).

The 30-month ceiling on prices for domestic crude oill proposed
by the President would be equal to the highest price charged
for a particular uncontrolled domestic crude oll in the month
of January 1975, plus $2.00 per barrel -- the current import
fee -~ for a total of approximately $13.50 per barrel.

Prices of domestic oil produced from stripper wells -~ wells
producing less than 10 barrels per day -- are not now con-
trolled nor would they be under the President's proposal.

more



3

The President also announced that along with the decontrol
plan, he would urge the Congress to enact his proposed
energy taxes including a windfall profits tax with appro-
priate plowback provisions and to extend the Allocation
Act with appropriate modifications to cover this 30-month
decontrol period.

IMPACT OF THE PLAN
-~ On Prices:
The President's phased decontrol plan will lncrease the

average petroleum product price (such as gasoline) by
a cumulative amount of approximately:

End of

1975 - 1¢/gal.

1976 - b¢/gal.

1977 - 7¢/gal. (Total)

~~ On Import Savings:

(barrels per day)

Znd of Phased decontrol - Phased decontrol
and existing $2
import fee

1975 25,000 175,000
1977 300,000 900,000

##H##



MILLIONS OF BARRELS PER DAY

CHART 1

DOMESTIC PRODUCTION OF CRUDE OIL
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CHART 2

IMPORTS OF CRUDE OIL AND PETROLEUM PRODUCTS
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CHART 3
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THE WHITE HOUSE
WASHINGTON

August 6, 1975
TO: RON NESSEN
FROM: MIKE DUVAL
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supports oil éemﬁmi

By Louis Harris- R

ac:zieve dereguiation, but r»ceive credi’c
~ for sticking to his position in the face of

THE PUBLIC’S- support for ﬁerevn}a-f heavy csngr&isienal opposition.

tion of all oil preduced in the meed
Srates has now risen to a decisive 54 to.-
22 per cent ma;ar‘a:y-ar'sn from a 46 to-
31 per cent plurality im April, accorémg
ta *ha latest Harris Survey. -

na new snmort represents a tumav
nd from ihe $2 o 23 per cent piurah»

'::o opposer derequlaiion only 2 year
zgn, The survey. conducted in- Julv
2 a cross-section of L4% adults -

”" G’
(b

r cent majority also supports comes-~
z d retzmavon of natural gas pro-
CLM in this country. :

"“"e-:e late*: *e:ults repfesent a victo--

(ZJ

*ed decontrol of ihe pnces of do~
tic oil and natural gas. Ford be-
25 dersgulation would provide an in-
cerzive for domestic production of more
tasic energy and would reduce Ameri-
can dependence on foreign - energy
spirzes.

nwxc’e shows that an jdentical 54 to--

" ‘Earlier this month, the Harris reépcnv
dents were asked: “Would you favor or
- oppose deregulation of the price-of all

" oil produced in the United Stales if this
" would encourage development of-oil pro..

duction here at home"”

. Fav _ .

Ju!v.’ 1978 - ~- 35? 'Op;;;” No??;vrs
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Nearlyxzkm svery 10 pecple apenly
admitied to'the Harris Survey that they
had changed their minds on the energy
decentrol issue. When asked why they
had switched their posmnn three major
reasons were cited:

@ “Deregulation will result in more
domestic production- and eventually

bring prices down,” said nearly a third

of those who changed their minds. A
Denver truckdriver said, “Under price

~c0ntrols, we've been prcduchg less and

less oil here in the U, 8. By lstting the
price go up, we’'ll get more productmn

WITH \HJORITY support for his pro--- and that wilt fmany bring the price

gram, the

Presicent nct only could ~down. Same thmg as happened with.

meat b

B “Now with - decontrol we. wﬁl &ft-
_courage-rather than duscnurage explora~

““tion for new oil and natural gas,”” said

zmther third. .who now favnr deregula-.
on. LT

A ymmg’ secretary I Rmhester,

. Y., said, “It’s clear that by keeping .

controls on the price ef ¢il and gas pro-
duced here at home, we are discourag-
ing the oil companies from finding new
fuel sources. We ought to try lo give
them an incentive to see if more oil and

:-natural gas will be produced.”

i

.
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S “By encouraging ex*alorat’ozi at

kome, we can move toward less depenc-

ence on Middle Bast oil,”” said nestly

ene in six of the pecsnle who shiited their
T virws.

As a businessman in Moline, LL, com~
mented, “I'm fed up with our being at
Lbc’ mercy of the sn potentates in tae

iddle East who keep raising prices
azd then holding back on the sil I we
produce mere in this country. we will be
able ia tell those Arab countries whers
to go.”

The risk ac\roweged in derﬂ@uiatmn
is that the price of gasoline, home fuetl,
and other basic energy resources will
rise snaruiy. bring back rising inflation,
#nd ahort the promusing recovery of tre
@ onomy. anaﬂvmg the Ford decontrol
pelicy is that, as the prices of oil and

- patural-gas- rise, ‘thers=wills be.a com-

mensurate falloff in the.consumption of
energy by both the public and.industry.

_The Harris Survey tested the pasé‘.hilir

ties of a decline in gasoline consumption

if the price of gas were to rise from 10
to 50 cents a gallan over cwrent levels.
Families who own cars were asked:

“If the price of gaaolme were {o go ip
{read amount] a galien, would you be
likely to use your car as much as you
do now, a Hitle less- often, a lot less

often, or oot at ali?” : -

UUse car: . . -
.- . 10 i k- e Sk
- & ey fh T Ty
As much as ooe 84 33 20 22 R
Littts lasy oiten 34 2z »3 W9
Lar jass oinan 1 23 4 A i3
MoF at 2l 3 3 13 37
Mot sure H 2 2 2 4
Cieaﬂy, the survey s.nows sizable

niumbers of Americans believe that they
would cut back on the use of their cars

_ if the price of gasoline were lo-rise

further. The nigper the rise, ibe moi2
they wouid eurtakl use of tnerr automo
biles. . .

However, survey experience in human
behavior dictates counting only those
‘car owners who say they would use
their cars “a lot less oiten” or “rot at
all” to reveal the magnitude of any cub-
back in auto use, Following is the Ikely
cut in car use. if Gasoime prices were o
rise,

At price s ob:

10r 2 zadon . . 1
200 3 s3tion : 3
33¢ a paiton B : . £
A0 3 satien . ) L St
20¢ a salion A - L]

THE BIGGEST cuthack would iake
place when the. price of gasoline rose
from 10to 20 cents 3 Gazion over current
leveLs, jumping from 11 to 31 per cent.

Americans now a ope&r to be preoared
to allow the price of oil and naiural gas
te rise by ceregulation of domestic pro-
duction, and {‘zev are counting cn the
pnce mechanism to curtail coasmptxon

suficiently to cope with the ol shortag
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Maybe what Presxdent E‘ord llkes to
call his energy program ism’t just a
cozy arrangement for lining the pock-
--ets of .the big oil companies.
events are giving the horse laugh to

) any other mtelpretatlon.

By the end of the month the big

" companies will be etting higher

,.revenues without paying increased

taxes. They will also be receiving pub-

lxc credit for actions which in fact

-Work to hurt their chief competitors
'v’-‘the independent refiners.

The point of departure for what is
T enierging is the present ‘law fixing
Cprices on oil produced from wells dis-
covered before 1972. Such:. so-called
old oil” constitutes about 40 per
;cent of the amount produced in this
Ccountry. Its price i3 now controlled
at $5.25 per barrel.-

The law controllmo 011 pnces ex-
pires on Aug. 31. Just before recess-
ing, the Congress passed a six-month
extension. But President Ford said
-he will veto the extension when it
“reaches his desx at the end of thxs

+ month.

if so, producers of old oil could
raise their prices to the going rate
for zli cther oil—about 313 per barrel.
‘The increased reveaues would go
_chiefly to the major oil producers,
«{for these big companies own most
of the old oil.

-
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But

- Virtually everybody,

including both

the administration

and the congres-

sional Democrats, profess to believe
higher oil revenues should be subject
to increased taxation. But the Con-
gress has not yet passed an excess
profits tax on oil, because the Demo-
crats figured such a move would have

made it easier for the President to -

decontrol oil. So the higher revenues
coming to the companies when the
coutrols come off would not be sub-
ject 1o higher taxes.

Aloreover, to soften the blow to the
consumers, tiie President and various
political allies have been asking the

- oil companies to hold the price of

gasoline steady at the filling staticn
even after controls expire. Particu-

larly instructive in that vein is a letter-

sent out by four senators known for

. their connections with the o¢il lobby

and the White House. The senators
are John McClellan, Arkansas Demo-
crat, and three Republicans—FPaul
Fannin of Arizona, Carl Curtis of Ne-
braska and Clifford Hansen of Wyo-

ming.
In their: Ietter "the' four. senatom'

urge the oil companies to -“exercise

-every possible pricing restraint dur-

ing the very .¢ritical days that will
come after Aug. 31.” They indicate
such restraint would be “in the high-
est public inferest.” They intimate it
would nof, even if arrived at by col-
lusion, be subject to anti- trust prose-
cutnon

Various mgns, mcludmg
ads calling for price restraint by

fuleage
the

Union Oil Co., sugzest the big oil ’

companies are going to harken to the
senators. It is easy to see why.

If prices are raised at the wellhead
but held at the pump, the sqgueeze
will he on the refiners. The biggest
companies will not be hurt so badiy
because they will rake in the extra

money coming from decontrol of old”

oil.
But their onlv serious competitors,
the independent refiners who buy at

By Geoffrey Moaz for The Washington Post

the wellhead,  will be clobbered. So
even as they are praised for serving
“the highest public interest,” the big

S TS UL LIS e

companies will be chewing up their

main competitors. -
This giveaway, to make matters
worse, does not even achieve the stip-

i

ulated goal of the President’s energy !
program—reduction of dependence on @

foreign sources. Nothing is now being |

done to .cut back consumption; Im-

ports are nof going down. The less.

5o - given: the recent court decision

. outlawing the $2-per-barrel excise fee

which the President applied as pres-

“sure on Congress to accept his en-

ergy program. For President Ford is
now apt simply to remove the fee.
All of this is not going to be lost

& bbb e b i

on foreign producers of oil. The mes- :

sage they are bound to get is that !

the United States is not cutting con-

sumpion and that thére is at least a
$2-per-barrel margin available for
price increases.

What this suggests to me is that the
energy program has become an energy

" mess. The countiry needs a fresh sta'rt.f

“That means accepting the proposition

that what mav be good for the com-

panies may be bad for America,

it

means a sericus program which identi-J
fies large national goals and sets out:

the means, public
reaching those objectives.
'@) 1975, Field Enterprises, Inc.
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I
HMEMORANDUM -TO FRANK G. .ZARD.

FROMY JOBN A. HILLA. _} %

SURBJECT: ‘President's Javboning of 0il Companies

A number of the President's advisors have suggested the
possibility of laving the President jawbone or meet with the
oil companies to persuade them to moderate theivr price
activity following decontrol. In my view, .this would not he
a wisereffort. .

As cxplained below, the President should treat this issue in
a verytlow key manners .

. Price increases resulting f[rom decontrol will be
radual,r even in the abs=nce of any jawboning

efforts.. FEA experts and reliazble .industry
scurces have concludad that the market will not .
immediately accept drastic price: increases, and .
that: the 3 to 4 cents increase likely to result
from- - decontrol will be spread out over a period
of 4 to & months.. In addition, . a number of .
companies have already publicly stated their in-
tention to exercise price restraint. Although
there is some "public interest" motivation behind
these statements, they also reflect realistic
agssessments of what the market will bear.

. hny sustained attémpt by the majors to hold down
0ld crude oil prices would not only result in .
guits by royalty owners, buk also work to the
disadvantage of small and independent refiners
who 'do not have access to old oil.. EBfforts by
the majors :to hold down. prices would begin to .
reduce: the market :shares of these indepandents
almost immediately and the issue ol furtheyr con-
centration or monopolization of the oil industry
would becoms very hiot. Presidential involvement
in efforts to hold down prices could make the
President politically culpable vis-a-vis such a
development,




-2 -

. ‘The indepwndenfs qgenerally support the President's
veto of the Alldcalion Act. . Their support, however,
could rvapidly ‘dissipate 1f they believe there is to
be a concerted effort  to hold down crude or product
prices by the AQMLﬂlbirdLlOn and the majors. Since
they correctly believe that their ability Lo renmain
competitive will depend upon-crude prices equalizing
fairly .rapidly and product prices following them in
a reasonable time, we need their support to sustain
the veto.

. We have been arguing for six months for the need .
to increase prices-to reduce demand and stimulate
production.  Jawboning efforts at this point to
hold down: such price 'increases could appear as
slightly schizophrenic.,

. The antitrust-implicationsz-of javoonlng, parti-
cularly :1f connected with possiblé waivers of certain
anti-trust provisions as some have suggested, are
significant. . The President should not be in a
position of raising anti-trust issues, vis-a-vis
the @il iindustry at this tine..

.  The President 'should not be placed in a position
of asking the majors to do scomething they are likely
0o do anyway: . There is no need to e beholden to
Lhem:in .tha: futuvure on this or any:other issue.

It may bhe appropriate at some point to have the President
indicate his concern, not with prices, but with market .
shares and propane diversions. Staff work on this option
is now underway.

attached:is a Q&A for the President on the issuc of jaw-
boning. . He is ‘dlikely to get-such a guestion in light

of the fact that Rod Hills' memorandum was leaked to the
press; and theé considdralle qUCSE‘OWQ we -have had on the
issuesrin the past week.

Attachment ///




JAWBONING OF OIL INDUSTRY

5
Quastion:

3

Mr!. President, there has been some information in the
press about a poseible meeting between you and the heads
of :the major oil companies. Do you plan to-have such a
m2eting and, if so, what do you-intend to szy to them?
Will yvou attempt to exhort them to hold prices down?

An§yer:'

I Have no plans for such a meeting. My advizors tell

me ‘that mavket conditions are likely to eXert a restraining
influenee .on any major price-increases immediately following
decontrol.s . A nuwiber ol companles have alreaay publicly
indicated. their intention to take steps to avoid any major
dislocations in the market that might result from immediate
Gecontrol. Although there will be some problems of
adjustment; they should occur with a minimum of friction
without any special jawvboning or similav efforts on my part,.

o e o o o
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Augusﬁi 14, 1875 . DLPUTY ADMINISTRATOR
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MEMORANDUM \TO FRANK G._.ZARB.Y
FPROMY JOHN A. HILL"\;V\; \:\"

SURPJECT: ‘President’s Jawboning of 011 Companies

A nunber of the President'’s advisors have suggested the
possibility of Having the President jawbone or meet with the
oil companies to persuade them to moderate their price
activity following decontrol. In my view, .this would not he
a wiseteffort. . :

As cxuplained below, the President should treat this issue in
a veryilow key manner: .

. Price increasss resulting from decontrol will be
gradual,  even in the abszesnce of any Jjawboning
efforts.. FEA experts and rellable .industry
sources have 'concluded that the market will not
immediately accept drastic price. increases, and .
that: the 3 to 4 cents increase liKely to result
from decontrol will be spread out over a period
of 4 to & months.. In addition, a numbaer of |
companies have already publicly stated their in-
tention to exercise price restraint. Although
there is soms "public interest" motivation behind
thegse statements, :they also reflect realistic
assessments of what the market will bear.

. bhny- sustained attémpt by the majors to hold down
0ld crude il prices would not only result in .
suits by rovalty owners, buk also work to the
disadvantage of small and independent refiners
who «do not have access to old oil.. EBfforts by
the majors :to hold down prices would begin to
reduce: the market :shares of these indepsndents
almost: dmmediately end the "issue ol further con-
centration or monopolization of the oil industry
would become very hot. Presidential involvement
in efforts :to hold down prices could make the
President politically culpable vig~a~vis such a
developmant,

Jom—
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The independents generally support the President's
veto of the Allogcalion Act. . Their support, howevex,
could rapidly ‘dissipate 1f they believe there is to
he a concerted efEOLt to hold down crude or product
prices by the AJMLHlbiraLlOn and the majors. Since
they correctly believe that their ablllLy Lo remain
competitive will depend upon.crude prices Lqua11/1ng
fairly .rapldly and product prices following them in
a reasonable time, we nesd thelr support to sustain
the veto.:..

We have been droulng for six months for the need .
to increase prices:to reduce demand and stimulate
production.  Jawboning efforts at this point to
hold down: such price increases could appear as
slightly schizophrenic., '

Thc'antltru¢t lmplXFatiors of jawoonlng, parti-
cularly (if connected with possiblé waivers of certain
anti=-trust provisions as some have suyggested, are -
significant. . The President should not be in a
position of raising anti-trust issues, vis-a-vis

the il iindustry at this tine,.

The President ‘should mot te placed in a position

of asking the majors to do something they are likely
to do anyway. . There is no need to be beholden to
them:in .the ' future on this or any:othexr issue.

It may be appropriate at some point to have Lhe President

indicate his concern, not with prices, but with merket .
shares and propane diversions.  Staff work on this option
is now undcrway.

Attached:is a Q&A for the President on the issuec of jaw-
boning. . He ig ‘likely to gat~¢uch-a guestion in light

of the fact that Rod Hills' memorandum was leaked to the
prees; and the congiddéral:le quv~*1ons we have had on the
issuenin the past week.

Attachment (//’




JAWBONING OF OIL INDUSTRY

Question:

3

Mr! President, there has been some informabtion in the
press about a possible meeting between you and the hcads
of :the major oil companies. Do you-plan to-have such a
meeting and, if so, what do you intend to say to them?
Will you attempt to exhort them to hold prices down?

Ansver:

I Have no.plans for such a meeting. WMy advisors tell

ma "that mayvket conditions are likely to exert a restraining
influence .on any major price-increases immediately following
decontrols . A nueber Oof companles have already publiciy
indicated. their intention to take steps to avoid any major
dislocations in the market that might vesult from imnediate
Gecontrol. Although there will be some probloms of
adjustment; they should occur with a minimum of friction
without any special jawboning or similav efforts on my part.
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. Maybe what President Ford likes to
~eall his energy program ism't just a
cozy arcangement for lining the pock-
.-ets of  the big
events are giving the horse laugh to
_any other interpretation.
By the end of the month ‘the big
. companies will he getting higher
Jrevenues without paying 1m1eased
" 'taxes. They will also be receiving pub-
. lie credit for actions which in fact

~workx to hurt their chief competitors <

"—the independent refiners,

The point of departure for what is -

" emerging ‘is the present-law fixing
‘prices on oil produced from wells dis-
Loverﬂd before 1572, Such: so-called
“old oil” constitutes about 40 per

;cent of the amount produced in this

“country. Its price 13 now contml‘ed
at $5.25 per barrel
The law contmlhna oil pmces -eX-
pires on Aug. 31. Just before recess-
ing, the Congress passed a six-month

extension. But President Ford said -

“he will veto the extension when it
“reaches his desk at the end of tms
' month.,

If so, producers of old oil could
vaise their prices to- the going rate
for all other oil—-about 313 per barrel.
The increased revenues would go
_ehiefly to the major oil producers,
~for these hig companies own most
of the old oil. . .

-Virtnally everybody, {ncluding both
the administration and the congres-
sional Demoerats, profess to believe
higher oil revenues should be subject
fo increased taxation. But the Con-
gress has not yvet passed an excess
profits tax on oil, because the Demo-
cerats {figured such 4 move would have

made it easier for the President fo

decontrol oil. So the hizher revenues
coming to the companies when the
controls come off wouwld not be sub-
iect to higher faxes.

Moregver, 1o soften the blow to the
consumers, the President and various
-political aliies have been asking the

WASHING TON POST
August 14, 1975

oil companies. Buf-

: oil cmnpaniés to hold the price éf

gasoline steady at the filling station
even after controls expire. Particu-

larly instructive in that vein is a letter-

and the White House, The senafors
are John MecClellan, Arkansas Demo-
crat, and three Republicans—Paul
Fannin of Arizona, Carl Curtis of Ne-

braska and Chfford Hansen of Wyo

oming. -

- In their: letter the four .senators
urge the oil companies to -“exercise
-every possible pricing restraint dur-
ing the very .critical days that will -

come after Aug. 31”7 They indicate
sueh restraint would be “in the high-
est public interest” They intimate it
would not, even if arrived at by col-
lusion, be subjeect to anti- Lrust prose-
cution.

Various  signs, mciuamg full«page
ads calling for price restraint by the

Union Oil Co., suggest the big oil

companies are going to harken to the
senators. It is easy o see why.
If prices are raised at the wellhead

but held at the pump, the squeeze.

will be on the refiners, The biggest
companies will not be hurt so badiy
because they will rake in the extra

money coming frowm deconirol of old

oil.
Buf their only serious competitors,
the independent refiners who buy at

-sent out by four senators known for
. their connections with the oil lobby

By Geoffrey Moss for The Washington

" the wellhead,
~even as they are praised for serving

“#the highest public interest
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will be clobhered. So

,” the big

worse, does not even achieve the stip
ulated goal of the President’s energy !
program—reduction of dependence on |
foreign sources. Nothing i3 now heing
done to cut back consumption. Im-
ports are nol going down. The less
so given the recent court decision :

it

+, outlawing the $2-per-barrel excise fee: |
~which the President applied as pres- ]
‘sure on Congress to accept his en-:

ergy program, For President Ford is ;
now apt simply to remove the fee.
All of this is not going to bhe lost
on foreign producers of oil. The mes- :
sage they are bound to get is that
the United States is not cuiting con-

- sumpion and that thére is at least a

$2-per-barrel margin .availab}e for °

-.price increases.

What this suggests to me is that the
energy program has become an energy

* mess. The country needs a fresh start,

That means aceepiing the proposition

- that what may be good for the com-

panies may be bad for America. It
means a serions program which identi-
fies large national goals and sets out
the means, public and private, for:
reaching those objectives.

® 1975, Field Enterprises, Inc,

‘‘companies will be chewinz up their
~ main competitors, :
- This giveaway, to make matters -




“Joseph Kraft T

The
hnerﬂ"y
Msss

Mavbe what Pre31dent Ford 11‘-:&3 to
-call his energy program ismt just a
cozy arrangement for lining the pock-

.-ets of the big oil companies.
eveants are giving the horse laugh to
'~ any other intevpretation.

By the end of the month the big
companies will he gefting Iug,har
L revenues without paying increased
taxes. They will also be receiving pub-

..Jic credit for actions which in fact
work to hurt their chief competitors
—the independent refiners.

The point of departure for what is
~emerging is the present law fixing
“prices on oil produced from wells dis-

covered before 1572. Such so-called
“"‘old oil” constitutes about 40 per
~cent of the amount produced in this
“eountry. Its price is now controiled
at $3.23 per barrel.-

The law conirolling- oil prices ex-
pires on Aug. 31 Just before recess-
ing, the Congress passed a six-month
extension. But President Ford said

“he will veto the extension when it
“reaches his desk at t‘ae end of this
* month.

If so, producers of old oil could

raise their prices to the going rate
for all cther nil—about $13 per barrel.
The increased revenues would go
_chiefly to the major oil producers,
«for these bidg ecompsanies own most
of the old oil. '
- - Virtually everybody, including both
the adminisiration and the congres-
sional Democrats, profess to believe
higher oil revenues should be subjeet
to increased taxation. But the Con-
gress has not yet passed an excess
nprofits tax on oil, because the Demo-
crats figured such 2 move would have
made
deconirol oil. So the hivher revenues
coming to the companies when the
controls come off would not be sub-
ject to higher taxes. .

Moveover, 16 soften the blow to the
consumers, the President and various
political allles have been asking the

WASHING TON POST
August 14, 1975

‘But -

it casier for the Prestdent 1o

- 0il companies to hold the price of

gasoline steady at the filling staticn
even after controls expire. Particu-

larly instruetive in that vein is a letter-

sent out by four senators known for
their connections with the oil lobby
and the White House. The senafors
are John MeClellan, Arkansas Demo-
crat, and three Republicans—Paul
Fannin of Arizona, Carl Curtis of Ne-
braska and Clifford Hansen of Wyo

.mmg

In their letter, "the four semators
urge the oil companies fo “exercise
everv possible prieing restraint dur-
ing the very critical davs that will
come after Aug. 3L” They indicate
stich restraint would be “in the high-
est public interest.,” They intimate it

would. not, even if arrived at by col-

lusion, be subject to antitrust prose-
cution. -

Various signs, meiudmg ful}«page
ads calling for price restraint by the
Union Oil Co., suggest the big oil
companies are going to harken to the
senators. It is easy fo see why.

If prices are raised at the wellhead
hut held at the pump, the sgueeze
will be ¢n the refiners, The biggest
companies will not be hurt so badiy
because they will rake in the extra

1

maney coming from deconirol of old .

oil.
But their only serious competitors,
the independent refiners who buy at

' companies will be chewing up their '

outlawing the $2-per-barrel excise fee
~which the Presideni applied as pres-

" mess. The country needs a fresh start.

By Geolfrey Mo3ss for The Washinpton Post

the wellhead, will be clobhered. So !
even as they are praised for serving !
“the highest public interest” the big

main competifors. :

This giveaway, to make matters
worse, does not even achieve the stip-
ulated goal of the President’s energy .
program—reduction of dependence on
foreign sources. Nothing is now being |
done to  cut back consumption, Im-
ports are not going down. The less
so given the recent court decision

sure on Con¥ress te accept his en-
ergy program..For President Ford is |
now apt simply to remove the fee.
All of thiz is not going to be lost
on foreign producers of oil. The mes-
sage they are bound o get is thatf !
the United States is not cutting con- .
sumpion and that thére is at least a
$2per-barrel margin  available Zor -
price increasss, :
What this suggesis to me is that the
energy program has become an energy -

That means accepting the proposition
that what may be good for the com-:
panies may be bad for Amsrica. It
means a scrious program which identi
fies large national geals and sets out |
the means, public and private, for.

reaching thoss objectives.
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“ MIKE MANSFIELD

MONTANA . ~—

®ffice of the Mujority Teader
Mashington, B.Y. 20510
August 29, 1975

 The President
The White House
Washington, D.C.

Dear Mr. President:

v On August 1, I wrote you expressing my personal view that the
national interest could best be served at this time by an extemsion of oil
price restraints beyond the curremt month. Since that time I have had an
opporttmity to consider the matter further and am even more firmly convinced

the impending peril to the economy posed by unrestrained across-the~board
pric_e increases in petroleum products. I am convinced as well that if given
a little time the Executive and Legislative Branches can come to terms with
- a solution to the energy price problem agreeable to all sides.

It is for these reasons that I again write you to the end that the

Nation might avoid the extraordinary position now faced. Neither the Adminis-
tration nor the Congress seek abrupt and total decontrol. Together, both

. Branches and both parties have worked diligently to produce a solution to the
energy pricing issue. I am frank to say that it has been your effort that
has provided the primary impetus to the energy issue and to the need to develop.
a comprehensive energy policy for the Nation. Because of your effort,.much
has been done to shape and implement such a policy; more, in fact, in the
past six months than ever before in the Nation's history. Before the August

~ adjourmment it was clear that we had come close to resolving the only major
energy issue remaining to be resolved — the question of phasing out price
controls in the most orderly and non-disruptive manner possible.

On July 15, the Senate passed 5-1849, the Emergency Petroleum
-Allocation Extension Act of 1975, by a vote of 62 to 29 with eight Senators
not voting. On July 31, the House of Representatives passed the Senate bill
by a vote of 303 to 117 with 14 not voting. Thus, the Congress has over-
whelmningly expressed its view with regard to the pressing need for an extension
of the Act for a 6-month period. The:.issue now centers on whether or mot -
there will be a veto of the Act when it is presented for your signature, wh:i.ch
brings me directly to the point of major concern.

What I suggest is that simply because. the final details of an agree-
"able pricing policy have not emerged, the Nation should not be made to suffer
the consequences of no pricing policy at:all-as is the case with total decontrol
aor should the efforts to work out the final details of such a policy be
abandnned. . .
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The President
August 29, 1975
Page 2

1 am frank to say that I do not know what will happen come Labor
Day with winter close behind, when, barring an extension, all controls will
end. There are as many views on this matter as there are "experts.”" What
further confuses the picture is the fact that no one knows what will happen
when the OPEC cartel meets three weeks from now to discuss further price
increases., What is clear to me, however, in spite of the ifs, ands and buts,
is that the consumer will be hurt come September if controls are not extended,
that the price of petroleum and all of its by-products will go up, that the
prices of other emergy sources will go up, that inflation will be rekindled
throughout the economy, that the burden of all of this will be borne most by
those in our society who can least afford it, that the flickers of economic
recovery now indicated could well be snuffed out and that we might expect a
.return to double-digit inflation, close to double-digit unemployment and a
. much greater budget deficit than already projected. What is also compelling
in these circumstances is that there are absoclutely no measures on the books
that would serve to mitigate the adverse impact of total decontrol, be they
in the form of windfall profits taxes, tax rebates to particularly hard-
pressed consumers or protection for small, independent producers who might
otherwise be driven out of the marketplace.

In short, the potential perils posed by abrupt and total decontrol
are clear enough to me to urge that we in the Congress be permitted to continue
to explore with the Executive the possibility of a more orderly and less dis-
ruptive approach to the pricing issue. That we have come close to agreement
already is encouraging. For the sake of the Nation, I hope we are allowed to
continue these negotiations. To them and to their success I stand firmly
comuitted. V :

Respectfully,

cc: Hon. Carl Albert
. Thomas P. O'Neill, Jr.
Hon. Hugh Scott

John J. Rhodes
Robert C. Byrd



THE ENERGY ALLOCATION ACT SHOULD BE EXTENDED

1. The Congress and the Administration can produce a reasonable
solution to the oil price question which includes an orderly phasé—out: of
controls and: far less disruption to the economy than would occur from total

and abrupt decontrol.

2. Total decontrol with the ripple effect means a return to double-
digit inflation with higher costs for food, gasoline, clothing, air transpor-

4

" "tation, medical costs, home heating oil, etc.

3. Total decontrol means a return to 9 percent unemployment and,

very likely, double digits.

4. Total decontrol means a budget deficit even larger than now

projected.

5. Total decontrol falls hardest on the poor, the unemployed --

those least zble to bear the burden.

6. There are no mitigating measures
- no windfall profits taxes

- = no tax cuts or rebates

= no competitive protections for small, independent producers

'.a'hb v:lll‘ be driven out of the market.

7. OPEC intends to raise prices ~ it meets Septmber 23 - thus -

creating even greater disruption to the economy.

‘Note: PFor details see ™Ro. II"
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EMERGENCY PETROLEUM ALLOCATION ACT

1. Virtually all economists agree that if the i‘etroleun Allocation
Act is not extended, it means chaos and disruption to the economy.
"(a) Even without the $2 per barrel tariff on imported oil, oil
decontrol ‘will directly inflate oil prices by $13 billion annually.
(b) The m:.ltiplier and ripple effect could cause between $20
and $30 bill’ion in inflationary impact on the economy.
(c)  The stimulus of the tax cut would be wiped out.
(d) It will drain consumer spending power for all other goods
and servicés and will badly hurt ecomomic recaveryr.
- seer—As Examples: The costs of propane, of fertiltzers, of
air transportation, of auto transportation, of synthetic

fibers will all increase.

2. OPEC is scheduied to meet September 23 to discuss increases.
(a) A $1.50 per barrel OPEC :Incteaae will add another $8 to $10
‘bﬂlion annual.ly to 1nflation - further increasing the costs of
all goods and servicea dependent upon pettolemn and its by-products.
| (b) Domest:lc decontrol of oil prices signals OPEC that high o
prices are o.k. Decontroll:lng domestic prices and renoval of the
tariff provides OPEC with an opportunity to :l.ncrease their pr:lcea o
’by $2 and claim they are not increasing the total price for the A

United States consumers.

(c) 1In the absem:e of domestic céntrdls, ‘any increase 'potted by |
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OPEC may be quickly followed by increases in’donestic prices as
well. Veto of the Petroleum Allocation Act removes the FEA's
authority to establish domestic oil prices and effectively sub—

stitutes OPEC price control over domestic energy.

{(d) Steeply higher petroleum prices will reduce the demand for
all other goods and services, As a consequence, the impact on

employment has been estimated to be a loss of up to 500,000 jobs.

The transportation industry, food producers, medical services,
" universities that can't pass on costs,,apnd many other sectors

will be especially hard hit.

3. Hinter is gpproachihg. The loss of ﬁeiroleum allocation authority
will severely impact the nation this winter. |
(a) With the expiration of allocation #uthority, controls over
propane will lapse. Propane prices to farmers aﬁd rural residenfs
will steeply rise and supplies of propane will be very tight to
household consumers. Without allocation, utilities and large
industrial users that are experiencing natural gas curtailments
“77 77 will monopolize available étippl:lée. '
| (b) With projected shortages of natur#l'gas, it is iiperative
to have a petroleum allocation program‘ih place to assure thaﬁ ‘
élternati§e?fuelﬁsﬁpplies are made available to curtailed gaa
_ customers. This will help minimize the mumber of plsnt closings
due to fﬁgl shortages. |
: ‘“(é)‘3The‘availabi11ty;6f:611fpfﬁdqcts to sparéely,settled sections

of the couniry will be endangered in the absence of‘g mandatory -

.

L™ s
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petroleum allocation program.
(d) In the event of a severe winter, or in case of a future
BT Tmoms memmnaaas s 641 embargo, it s -essential that the machinery for allocating

petroleum products be continually in place.

4. There are no measures on kthe books that would mitigate the adverse
iwpact of total/abrupt decontrol.
(a) Congress has not passed windfall profits taxes.
(b) Congress has not passed further tax cuts to alleviate the
consumer's burden. N

(c) There are no protections for small independent producers.

s "fﬁé‘”féfﬁiﬁdfiﬁn‘ ‘of the 'Eunérgency Petroleum Allocation Act threetene
to aeverely reduce competition in the petroleum industry.
(a) Elimination of controls will mean that many independent
‘refiners will be squeezed out of business because majof‘:l.nte—
_grated petroleun companies will have access to much lower cost
crude oil. The old oil will mot go up in cost to the integrated
producer, buf only to the 1ndependent purchasers. '
(b) Elin:lnation of controls v:lll ‘mean the independent service ‘
station operators will ‘be further squeezed out of bus:tness ‘ |

'Vbecause of the cost and supply advantages that will accrue to R

L . w——
L]
E
3
b

the najor intégrated petrolem‘uonpaniesﬂ:“**m -

6. There 13 already evidence of ‘the damge to the economy of decontrol.‘ -

- (a) Many petroleun companies have already substantially

increased their pr:l.cea in recent nonths by passing through costs.
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(b) This has created much greater public hostility to even
further price increases. |
—vw-nn oo --£e).- The most recent reports on inflation indicate that food
and fuel prices are again causing rapid inflation throughout the
ei:onomy. Tc; prevent this cycle froin getting out of W, it 1is
imperative that oil prices be controlled.
(d) Even the petroleum industry no longer speaks with one voice.
The Mobil 01l Ccrrporation,l in a .lett:er to the members of the
srao s Senate dated August :22,:1975, calls for: pf;ased decontrol of oil
prices over an extended period of time and indicates thb.,t: immediate
decontroly as would occur with the expiration of the Emergency
- Petroleum Allocation Act "might cause a shock to America's fragile
economic recovery."
(e) Arthur Burns has indicated that oil price decontrol may
o =i-- - result ‘in a -2-percent increase in inflation, substantially more
than the Administration'’s estimate. All of these factors may

shift the balance in favor of overriding the President's veto. ;

7. A veto will hurt the chances for enacting a national energy program.
A veto at this time means a total‘ qomitment to sky—higﬁ prj.ces by the frea:ldent.
Signing the bill provides the opportunity for # compromise (simply because it is
only a six-month extension). The House is -cment:iy» considering H.R. 7014, '
vhich is scheduled to be completed on an urgent basis. To that measure can be
added the product of any compromise worked out between the Congress and the

Administration.

1
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s e uu._mt‘hen -and thereafter . wmxld be diamseduhgzthamonm cartel. In 30 days», Gengzess

SETTLING THE OIL PRICE ISSUE WITH A PROGRAM OF GRADUAL DECONTROL IS POSSIBLE.

:,phnaqmtuﬁragrmmcomzhemdded. mxam;its‘ part, -the- Senate could .consider -8 i mxwns S

2 iamaxwe - EB@ znlmnatixg;mﬁ mto*(mlens ovenriddm)}pmides no time J::hne for - ixwa m'u;mn

- 111 -

IT COULD BE ENACTED WITHIN 30 DAYS.

I. Only a short time is needed to settle the decontrol issue.

The House voted 228 to 189 on the President's proposal to phase out

controls over a 3%-month period. A needed switch of 20 members indicates that
the two branches are coming closer to settling the oil price issue. In the
national interest this effort imat be continued to avoid the economic disrup-
tion of total and abrupt decontrol and to prevent the OPEC cartel from setting
nil.p::ice,policy mxhe_ﬁation. ..A _phase-out over what period of time snd to.. .., -
what price 1id are issues that can be resolved. |
It is reasonable to propose that the matter can be settled within
30 days. But time is needed. - e e ool

1f signed into law and not vetoed, S. 1849 would provide the time.

It would extend current controls for six months. Six months may be too long. \

- But.the two Houses could .act an.a.measure for .an ‘o_x:derly, less-disruptive- - - -ouuv

phase-out well within the next 30 days. When it returns on Wednesday, the

House will have under consideration H.R. 7014, the 'energy bill to which a

phase—out proposal well within the mext 30 days and the Leadership is willing

to commit the Senate to that vundertakmgv.

cooperation_and mmwvm _the_nationdnto_total_“ﬂ, e ‘

Tupt decont:rol on Labor Day. OPEC meets in ‘three weeks and oil prices ‘

;v,

and the Executive together can set:tle on an 011 pr:l.ce policy fm: Anerican o

v

otnd

1

i

i
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consumers. The veto alternative would vest the OPEC cartel with this power.

I1. Time is needed to act on other essential measures related to decontrol.
Gradual .decontrol is part of a comprehensive program requiri,ng.other

legislative action. Time is required to enact these proposals needed to offset

the adversity of decontrol. | | |

Only if S. 1849 is not vetoed would Congress have the time —- the

opportunity to enact other essential elements of the President's progrén which

_complement decontrol and provide protection for cmﬁﬁgte .And_the_econgwy.
These include windfall profits taxes, tax rebates/cuts and the

preservation of competition (protection for small, independent producers from

-~ -predatory practices by large companies). E e e e

None of these measures are now on the books. They too could be

considered and disposed of within 30 days.
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THE WHITE HOUSE
WASHINGTON

August 29, 1975

The Honorable Mike Mansfield The Honorable Carl Albert
Minority Leader Speaker of the House
United States Senate Hous e of Representatives
Washington, D, C. Washington, D. C.

Dear Senator Mansfield and Speaker Albert:

SUBJECT: Summary of our discussions with the President earlier

- today concerning oil decontrol

The following, I believe, represents a fair summary of our discussion
with the President:

1)

2)

The President would not veto a 30-day extension of the
Emergency Petroleum Allocation Act (Messrs, Mansfield
and Albert suggested 45 days) if he is confident that the
Congress will act favorably on a Yphase-out® decontrol
program.,

The details of the compromise phase~out program would
be as follows:

aa

Decontrol would take place over a 39~-month period,

at a monthly rate of; 11/2 percent first year, 2 1/2
percent second year, 3 1/2 percent last fifteen months.
This program would not increase prices during the
first year,

A ceiling of $11. 50 will be placed on new and released
oil escalating at the rate of 5¢ per barrel per month
during the 39-month period,

Price control and allocation authorities required to

support this program would be enacted for the 39-month
period, An appropriate windfall tax program with plow
back and consumer rebate provisions would also be enacted.



Senator Mansfield -2 August 29, 1975
and Speaker Albert

d. The 60¢ per barrel fee on imported products would
be withdrawn by the President,

3) It was agreed that this compromise does not affect the
President's authority to retain the existing $2 per barre
import fee on crude oil, ‘

4) The President has indicated that he will veto the six~-month
extension, but withhold the actual veto message until after
Thursday, September 4, 1975,

It is clear that it would be in the best interest to clarify whether or

not this compromise will be accepted by the Congress at the earliest
possible date.

Sincerely,

Ministrator

inistration
FGZ:ch



THE WHITE HOUSE

WASHINGTON

August 29, 1975

The Honorable Mike Mansfield The Honorable Carl Albert
Minority Leader Speaker of the House
United States Senate House of Representatives
Washington, D. C. Washington, D. C.

Dear Senator Mansfield and Speaker Albert:

SUBJECT: Summary of our discussions with the President earlier
today concerning oil decontrol

The following, I believe, represents a fair summary of our discussion
with the President:

The President has indicated that he will veto the six-month

extension, but withhold the actual veto message until Thurs-:
day, September 4, 1975,

The President would not veto a 30-d extension of the
Emergency Petroleum Allocation Ag¢ct (Messrs. Mansfield

he i's cmbbud Pt T Cragam wil &t Snnidy d-a

-

and Albert suggested 45 days) if thv&agmmm
Yakdetbtn D tidetee "phase- out decontrol program.

The details of the compromise phase-out program would be as
follows:

a. Decontrol would take place over a 39-month period, at
a monthly rate of; 11/2 percent first year, 2 1/2 percent
second year, 3 1/2 percent last fifteen months. This pro-
gram would not increase prices during the first year.

b. A ceiling of $11.50 will be placed on new and released oil
escalating at the rate of 5¢ per barrel per month during
the 39-month period.

c. Price control and allocation authorities required to
support this program would be enacted for the 39-month
period. An appropriate windfall tax program with plow back
and consumer rebate provisions would also be enacted.
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Senator Mansfield -2~ August 29, 1975
and Speaker Albert

d. The 60¢ per barrel fee on imported products would
be withdrawn by the President.

/I’c was agreed that this compromise does not affect the Presi-
> dent's authority to retain the existing $2 per barrel import

fee on crude oil.

It is clear that it would be in the best interest to clarify whether or
not this compromise will be accepted by the Congress at the earliest

possible date.

Sincerely,

Ffank G. Zarb
FGZ:ch




THE WHITE HOUSE

WASHINGTON

August 30, 1975

MEMORANDUM FOR: FRANK ZARB
FROM: MIKE DUVAL M
SUBTECT: Face the Nation

You may wish to make the following points:

President doesn't want to raise prices. Problem is Nation's
security. Must avoid economic disaster. Choices are:

(1) surrender to OPEC, (2) bureaucrats control us all and
higher taxes, or (3) higher prices and rebates.

President doesn't want political confrontation. He wants a
solution -- compromise based on principle.

\ - »
Every U.S. family is paying a $400 yearly subsidy to the
foreign oil cartel.

The country can sdlve this problem but the choice is not easy:
pay the near-term cost or run up the white flag.

Here is a summary of the Q & A's we identifed this morning:

Q._

A-

What is the Mansfield compromise?

I know, but he must reveal. Basically the President's 39-month
compromise plan. :

Why compromise now since rejected before?

President wants solution -- not confrontation. Some Congressmen
have said their constituents want tough energy plan. Harris poll.



Governor Shapp says the oil and gas shortages are contrived.
Are they?

It would be nice if true because then a painless "solution" would work.
Facts simply don't support this fiction. Problem with oil is the
foreign cartel and U.S. price controls. Problem with gas is the
federal price controls. Use Senator Long's "eggs'" story.

Will import fees stay on?

Until decontrol, ves for $2 and no for .60¢. This is our only
weapon against foreign control. Hit security argument.

~ 0il companies don't need more profits?

President's plan isn't designed to give them more profits. It forces

conservation and, through a very strict windfall profits tax, provides
funds exclusively 1o increase domestic productionn. Remember, the
President has been trying to get Congress to pass an "anti-oil company
profits? bill since January.

Why not roll prices back to $7.50?

No domestic production. This is a 1973 estimate. Since then:
inflation up 30%, depletion eliminated, and new estimates on cost of
producing high cost/risk oil. :

What if Arab-Israel settlement?

Of course, we all support the President's efforts to bring peace to
the Middle East. But peace won't bring lower oil prices and peace
won't weaken the cartel. The President's diplomatic plan will bring
peace. The President's energy plan will keep American dollars and
jobs in America.



Q- Isn't ERFCO the answer:

A- President's State of the Union Address did contain long-range
proposals including R & D and steps to help finance and protect
U.S. energy development. The President is considering additional
proposals. However, there is still a need to solve today's problem.

Q- Are you squeezing out independents (Kraft article)?

A- No problem if phased-decontrol. If not, will help by windfall profits
tax.

Q- Propane?

A-  OK under phased-decontrol. If immediate decontrol, will get legis-
lation to protect propane-users, especially farmers.

Q- What happens if the Supreme Court eliminates the import fees and
Congress overturns the President's veto of the oil price control
extension? V
IA- Surrender.
| |
Remember, smile and look into the camera with those sexy blue eves!

|

cc: Ron Nessen



I am today signing H.R. 9524, 453*3¢q,q997 extendin%/the

Emergency Petroleum Allocation Act of 1975L which expired

on August 31, until November—3154-1975.
This/extension of pusivee controls on domestic petroleum
for aa&&he*—47 days carries out my part of an understanding

&M,j W “
with the leaders of the House and Senate, Tcnbwhessse provide

more time for the Congress to act on a sound and mutually

acceptable plan for phased decontrol or, altermativelyy to

: ' * necefjary
pass the emergency legislatioM to cushion

3
Ay

the effect of immediate decontrol on certain & elements of
our domestic economy.
pr—— =

Last week's decision by th%aopEC foreign o0il cartel to
raise their w#® prices to American consumers by 10 percent
proves beyond any further argument the urgent need for the
United States to reduce its JNEENER gcrowing dependence on
imported fuel at prices arbitrarily set by others.

2

(MORE)
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Since my State of the Union message last January, I
have been constantly urging the' Congress to move rapidly on a
comprehensive energy independence program for this country's
future security and proéperity. I have offered to compromise

f

again and again. W€ majority of the Members of this Congres%)

T&u kﬂ, Mh“

«tth]l refusedto do anything that will increase domestic energy
q9 _

production. ! \
( .
v 0
'Price controls on domestic,production have been in effect

< A
-dmf Fmr oy o"\

for four years'l ringcggég? domestic, production has declined

and our expendituref for foreign o0il ha¥ increased more than

700%.

We are now sending more than $25 billion a year out

enrich foreign producers

.of the United States to import foreign oilYand provide foreigm

jobs. . ThisAoutflow will under thé,nzw OPEC price

- .

L
hike./%;$ent at home, $25 billion would employ one million

ey powih .
American workers and speed our economic Jegg!ggy. Letting the

Bﬁie\‘
OPEC o0il cartel ﬁt;n’!!ﬁe America's economic growth isﬁi&
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Y i the
§§£ﬁf§2&7(//§et .a majority i;7E;;§;;;s does nothing to

reverse our growing oil dependehce and increasing vulnerability
to this obvious threat.
When the price of gasoline goes up at the service station,

I want the American people to know exactly where the blame lies.
Until Congress acts, there is nothing this country.can do about
arbitrary OPEC p;ice hikes —~—- and there may be still another

. % -

Nﬂ\ cw?

# \ next June.

The rhetoric of those in Congress who are delaying

.

action on loﬂg—range energy independence asserts that they are

trying to hold fuel prices down to protect the American con-

) -
«JIhis is nonsense. "" —rlt‘lﬁr!"g;“,f Jvﬁ

sumer./ Obviously, they/ cannot hold OPECYprices down,pnd we
/%ongress By A

are already dependent on foreign oil for about 407 of our total

needs. The only way Congress can really protect the American
consumer is to enact a long-range energy program that -
encouragefAmericans to produce our own energy with our own

workers from our own resources at our own prices.




By going along with this temporary extension of th¢s

expired pedsmeom=pamtFe controlsjlaw, I am giving Congress

another 47 days to take its first significant step in solving
our energy problem. The'Congress has two immediate choices:
(1) to enact a mutually-acceptable plan for phased decontrol
of domestic price controls on crude 9113 . . or (2) to pass

the cusbioninglegislation I have recommended:

W fn?lc
/7 —~—- to protect propane gas users, including farmers

i - ’

and millions of people who live in rural areas and

in mobile homes;
£
o5
A *

_/ia - to protect independent retail service station and
heating o1l dealers from arbitrary curtailment and

cutoffs;
/°f¢

~
)& t_ to protect independent refiners from loss of their

supplies of crude o0il at reasonable prices;
s&

‘AQ

_6(fr—— and to protect all consumers from undue loss of

purchasing power through a windfall profits tax




common-sense courses before November 15, then a majority
hove foiled

in Congress will %% their responsibility to the American
people. I am serving notice as I sign this temporary exten-
sion that a majority in Congress has already temporized too

long.' If the latest OPEC price increase hasn't awakened them

to the peril our country faces, only citizenry will.

¢, N

WSS must face up to the hard

whic
decisio;;ﬁﬁgfhzzil restore America's energy independence,

reinvigorate.America's economy and save American jobs before

Cwgress hes e fold thoi g,
I stand ready to cooperate fully ‘E!!!l!ﬂ”

b

Wto make this long-overdue start in

the right direction.

K &l

it is too late.






