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INTRODUCTION• STATE OF THE UNION BRIEFING, ROOM 450 EOB 

Good morntng. I will let Bill Seidman, Assistant to the 

President for Economic Affairs and Executive Director of 

the Economic Policy Board, ..- Frank Zarb, Administrator of 

the Federal Energy Administration and Executive Director 
~llf~~~i~ AlwG~ ..1 

of the Energy Resources CounCfl~ll you about the content 

of the President's State of the Union Message and take your 

questions on it in a moment. I thought I'd take this 

opportunity to explain the materials you have a (1) fact 

sheet on the message; (2) energy Q&A; (3) energy charts; 

and last1but certainly not least, the message itself. Because 

of the volume of materials we have strained our reproduction 

system to its limit and are a bit behind our plan for producing 

copies of everything; but we hope to catch up with demand 

very shortly. The President's message will be the official 

and traditional State of the Union message delivered to Congress 

by Presidents. In addition the President will draw from 

and exceppt this message in his spoken address to the Joint 

Session of Congress at 1 o'clock today. Since the President 

wanted to review his speech again this morning we can not 

be certain that we will be able to provide you with an advance 

of precisely what he will say this afternoon--but I can assure 

you that the substance of what he will say will be from the 

message. Since it is somewhat unlikely that we will have an 

advance text, we will expedite the as-delivered transcript. 
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I will not try to either explain the message to you or 

take questions on it now. Rather I will turn the 

proceedings over to Frank and Bill. Frank, would you 

like to begin? 



Announcement for Ron Nessen Briefing 1/14/75 

The Office of Public Liaison, Bill Baroody's Office, has 
arranged a series of post State of the Union briefings for 
groups which were involved in the Economic Summits and other 
interested organizations. These briefings will be held in the 
East Room and Room 450 EOB and will be open for coverage. 
There will be limited seating for the press, so please advise 
Sandi Wisniewski if you wish to attend these briefings. 

THURSDAY, JANUARY 16 

1:30 P.M. - 3:00 P.M. 
(East Room) 

4:00 P.M. - 5:30 P.M. 
(Room 450 - OEOB) 

FRIDAY, JANUARY 17 

10:00 A.M. - 11:30 A.M. 
(Room 450 - OEOB) 

1:30 P.M. - 3:00 P.M. 
(Room 450 - OEOB) 

~:00 P.M. - 5:30 P.M. 
(Room 450 - OEOB) 

MONDAY, JANUARY 20 

10:00 A.M. - 11:30 A.M. 
(Room 450 - OEOB) 

1:30 A.M. - 3:00 A.M. 
(Room 450 - OEOB) 

4:00 P.M. - 5:30 P.M. 
(Room 450 - OEOB) 

Governors, Mayors, Legislators 

Washington Corporate Representatives 

Labor, Education Executives, consumer 
Groups, Trade Associations, Veterans, 
Military Associations 

Economic Summit Invitees 

Economic Summit Invitees 

Women and Youth 

Economic Summit Invitees 

Washington Representatives 

GLW 



THE WHITE HOUSE 

WASHINGTON 

January 15, 1975 

RONa 

Attached are two things. One will be given 
to the press office staff so they can tell 
people what we do au1:1in 7 2 have available 
in conjunction with the SOTU. The second 
is your announcement exnlaining why it isn't 
a sneech text we're giving them this morning. 

The real reason is that the goddam thing is 
too lone (over an hour), even after being 
cut by at least one-fourth last night (and 
this morning). so, ol' GF will get a copy 
of the message, triple-spaced, this morning 
and will start scratching things out, to get 
it down to whataer it is he wants to get 
it down to (presumably 30-45 minutes, out 
nobody knows how far down it will get cut). 

t All 7 F ;Jn The President was in his 
office until 2a55 a.m. As Rumsfeld put it, 
the guy has one hell of a lot of patience. 
As Rumsfeld also put it if that word gets out-
that he was there so late--it will be pretty 
solid evidence of just what happened, "a 
monumental fuckup." 

At about la30 I told Don the logistical prob-lems 
and the need for getting something in people's 
hands this morning (so it wouldn;t look like 
we don't know how to run the free world). He 
understood and decreed that what we got last 
night would be a message and that the P~esident 
could whittle it down later for the speech. 

The message we have is approved by the Pres., 
Don, RTH, Zarb, Seidman, Marsh, et al. 



January 15, 1975 

Office of the Vice President 
Washington, D.C. 

NOTICE TO THE PRESS 

STATEMENT OF VICE PRESIDENT ROCKEFELLER 
ON THE STATE OF THE UNION MESSAGE 

The President showed tremendous courage and strong 

leadership in presenting forthrightly to the American 

people and to the world the hard realities. He came 

forward with a bold, imaginative program that makes it 

possible to turn the problems into opportunities for 

the future which can give hope for a better, more secure 

life for people both here and throughout the world. 

# # # 



Announcement for Ron Nessen Briefing 1/14/75 

We are planning a briefing tomorrow morning on the details 
of the President's State of the Union address. 

Material will be available at 8:00 a.m. in Room 450 EOB. 
The material, fact sheets and copies of the SOTU address 
and message, will be embargoed until 1:00 p.m&-~: (f 
f 0 C-lrPv\. 0.---c~-ce .C-Pyt_i-o..- '-cJj-e- . 

The briefing will begin at 8:30 a.m. and will be available 
for filming and taping. 

.' 

Question 

Who are the briefers? 

Answer 

We expect Bill Seidman, Assistant to the President for 
Economic Affairs and Executive Director of the Economic 
Policy Board, and Frank zarb, Executive Director of the 
Energy Resources council and Administrator of the Federal 
Energy Administration. 

7 111 t>"oan 'rt 

Question 

Why not Simon? 

Answer 

He is occupied with the IMF meetings. 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

Question 

THE WHITE HOUSE 

WASHINGTON 

January 14, 1975 

JOHN CARLSON 

JIM CAVANAUG~ 
Q's and A's for Today's 
Briefing 

Under the President's policy of no new programs does this 
mean that he will not be requesting the Congress to enact 
a national health insurance program? 

Answer 

The President does not plan to ask the Congress to enact 
national health insurance legislation. The new federal cost 
of the comprehensive health insurance plan that was before 
the previous Congress was $5.8 billion. Latest calculations 
indicate that that estimate is now over $7 billion. 

Question 

We understand that Secretary Weinberger has been working on 
a welfare reform program based in part on a negative income 
tax for the last two years. Is that proposal killed by the 
President's action? 

Answer 

The President wants to do everything possible to reform the 
nation's welfare programs including food stamps, the supple
mental security income program and the aid to families with 
dependent children. During the months ahead, HEW will be 
taking additional steps to reform these programs. The 
President does not, however, plan to ask the Congress for any 
new basic welfare program, although he has asked the Domestic 
Council to continue to work on reviewing various alternative 
plans for possible submission after the corner is turned on 
the current economic situation. 

) 



Question 

There has been substantial criticism of your program because of 
regional inequities. What is your plan to deal with this problem? 

Answer 

I am convinced that the plan I have proposed is more equitable, 
both regionally and among income groups, than other alternatives 
such as rationing. 

With respect to the Northeast, we have a special problem. That 
part of the country relies on petrolium energy more heavily than 
other parts of the nation. My program provides several actions 
which will assure that the cost per gallon in the Northeast will 
not increase more than anywhere else. 

In addition, I am prepared to take other steps to alleviate inequities 
in New England or wherever else they may develop. 

Any program we implement to turn the energy situation around will 
have special problems. If we work together, they will be worked 
out and we will still have an affective program. 

On Thursday I will meet with the Governors from the Northeast 
and explore their problems and suggestions. 



Q. What is your reaction to Congressional attempts 
to revoke your authorities to administratively 
impose import fees? 

~- The energy program I put forward was the result 
of long and intensive deliberations by the Executive 
Branch. I still believe it is the most equitable 
and effective way to cut our energy vulnerability. 
I'm willing to work with the Congress to deal with 
inequities, but I'm unwilling, and so are the 
American people, to move backwards rather than 
forwards with respect to our energy problems. 
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MEMORANDUM FOR THE.PRESIDENT 

• ::~ :__-i-..:__7J ; ~ ~ .:::;~ -. . . . . I - - .-

i 
_._. .. : ~~ 

FROM: ·-· -RON NESSEN~ H N . . . '- <-:~~ 

:_ .. :.'SUBJECT: . -~:~·:-::. soMi~;~O~~~~ BY ~~VE .BRODE~ ON. ~0~~--STATE:._~~~~ 
.... _?}-~--~- ··. . ~~---··oF THE.UNION }JlESSAGE AND SUBSEQUENT PRESENTA- :~.:"'; ·:·, . - · ~;~s;;~ · ·~-· ·. ·· - · ·: ~ ·l~,~~ . ~~~; .. ;\•. . . , .. Tl~!~150U:\t PROGRAMS .- : :3~ 

. :· .... ~:·~1:;- ;;;·~~~- .... . . . . • . . :-;~if 
· · · -Find attached the Dave Broder colUIDJl. fi:'om. today' s· W-ashington Post. As 

·-.. you ko.ow~ Dave Broder is a thoughtful! incisive and analytical writer. Maay 
·' of the ideas· he presents in this .c;::olu.mn are.exc·ellent and we here at the "\Vhite 

.· House should consider them seriously in planning your activities of the next ·· 

_, 

several weeks. 

I believe your State _of the Union speech is n.ot just another· speech. Based 
on conunents from the press·:: .the public and the business community, I have 
.the strong impression that this s-pee.ch wl.ll determine the Nationts view .of you · 
as leader and President for the balance of this term. The.refore~ it is impor
tant, l believe~ that the ton~ - and substance of this speech be very carefully 
c~nsidered. If this ·speech strikes the rigb.t tone b.y demonstrating your strong 
leadership in the fields of economy and energy, ·. and if it lays out the facts of 
the seriousness of the present sitUation to the American. people_, you should be 
able to unite the country and the Congress behind your program and get your 
public approval rating moving upward again. 

As part of the preparation for the speech and subsequent activities in support 
of your program, we should weigh some of. 3roder1 s iC.eas seriously. 

Attachment 

CC: Don Rumsfeld 
Jack Marsh 
Boo Hartn13.nn 
P2.ul Theis 
Jerry W?J.rren 
v\"illia:m Simon 

Willb.m Seid:::::-1.2..:1 
Ab.n Greer:.s'? · .--:. 
Fra.n~~- Zarb 
Hogers C . ~3 . ~ .. e>rto :-:. 

.. :-
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·.>lrhafiinP,n~;'fh-;f :the{siioidd""b;·. in::1 . 
"tio<hlced,; not·-v a•!.staccato ;blast _()f! 
trumpetsi,}1·but~~-;.r-.:~~~odula~· 
not&of.rlogiC:andr r.e5tr.aintthat;can ·be:-, 
sU:~tail)~ over.w,ii~~-t"::S..)~h~f, l. 1•r 
··what"-is.'needed. inl;short;.J:s_a oCQnijn- : 

UOIJ.S; ~ow-key,~pisclfs,sion: .~f govf;tJ1:· . 
.... ment · policies, 3 l_e~ by, r ,~h~:. Pre~~q~-~~: 
~thro!lgh ._ frequenl . talks, ·'inviting re
sponses ,."tfrbffi;\ 1cc:irigressionar ' .leaden 

,an<Jlmifrked:Ies!F! .by·-rhetoric "thari.~by · · 
)tcJ,e/lr!~pOsitiOD of.! Where. ~e·stand and'" 
Ywhere;we-.are-.heai:lede,· .:.1 ~e..:~·-~-r~ ... ..: -~; , 1. 
!Jf.•i- .!VIl-.J'Fordn~eeds t()>Signal! his,·desicer: 
~tor;sueb' .a:~ogue·t ln: .his.:.StC~:te-.of . ~e: · 
4 Uqlgn...!talk,-~nd .. ~to.~..£ollow.,.up· ;by ,domgt .. 

wli~~;r:tQ~,~-reslq~nt.sin_ceJiap-¥f!?::ruman;) 
-;!:J.tas; done-:;-pre.senting llis. budget ,to ,the~ 
~~~~r~c~z:_:pe~M~ . ~~se~ ':~t;,~he: :s~nie.: 
·. tune he submltS lt-to·Congress! "'.'i"-~ 

--~: friti':f.i;tJi H~it"'~. t& cgffi'';11~~QrtorF 
: te~Y,l~f9~~;:'e~~~j~~p'~(6,~-w:~~~~ or _s~ •. : 
; to. updat~:lil5{1-ePo.rt.to--· the:1p~oplE! ·on · 
~Jhe:lprogre's~_or:·Iac~of ·progress..::;'; 
}owant;;rust-~-~ts:f:i.c:.!:~liftfh~ )It~~·!:,~~ . 

~
.;s' 'r~<--l .. ~~L~w.' t·fui:J!I' ~~,;tt~u·,;-.,--;~e· ;.;-, t...;-:..Jl . . ucu-... Ct.'"· mmun1ca1 oris. srra egy-. 

• w'dwQi'rs-tfi:tl'·thillt'Pl:esia~nt.' 'His :-ehfiri.S· · 
fatThetol'ie!i-.a~·llflrerinir.~and·)tte: is dis=: 
ttlnctiY,iinioOmtirtable~ a til:! see uiing .t~ 
~ ta~:aaw,n ::~ :!Us,:fGtmerr ~U~aguesim- ·. 
~-CO!!~eruliJ~~J>¥.~ttA~P!.".~-9rtae ~o;: ' · 
.!1?J.er*-.":-r.cOt~~~~~-¥" f~:.:r.~~!ii -~o 
~.,.. ~ut;p,.et.ca~ •. expoun~ ·a.p_robl_e~ to•· a : 
)policy ,with a good. deal.ot:..clarity, ·.a.nd ' 

':byi·~xpoundihg,.-'nilt 'exhortiiig,. he· -can · 
·ta!k ... simul~a!leQps~~b&~b.ltO::t.he- ;voters\ . 
. and to theit. representatives, _:without 
. appeS..t:iiig Oto'!iecttire eithei-=bnh'em. '-'; ·' t : 
-.~.:-Tile test l of-:·ih'es~·~alli"s0'wilf '!le. 1n{)t' 
·their.'' eloquence \l ou~.:r th~irt honesty.-~ 

·J.WheEe:the question of 'Po Hey . .i\1 or·Pol-'< 
~~ icY;B -is.-a: clos~one;·'IMr-.i'lford must: ac--~ 
r.f)mow ledge ·the:difficult~ 'of:the, choice'.-;· 
~W~e,r~:~lL. opti,QllS>!bave som~ ipherent ·' 
--;;~~.agya,ntag~sii}J~e.. ~us\; ·-f~ce •. ._.t.\lose, . 
• ~~'Cost&..at.the,.same time..he·.reconimends,. 
-FN~f¥Z~J~~ -~?.~rs·e -?~~-~i~~1·~+~-·\,-..n ~:_dt~ 
·~,f~jl.P.ii~~-.com_e~,?aturally _.to~-~~.-':5 Pres .. · 

. -:id,ep~ta·~ h~ .<;>W~'hqq~sty can. imp·ose . 
. ;a.~sihlu~r:~~tindit'i·d1 of' 'strargh tforw-ard::· 
':'nes$.1ihhe congressi-onal ~ieade.rs . who'·'. 

IJwiha.::arid:siiowd;:.4:ome-: for\Vard ta: £e'.'' 
"sporid;tr;.t?f.:-;1.~:·. · !l:U'!~.~<.tt;d····s; ~~!1-t .•'"i:, · -

· ~ ·t;.Thisi~~d¢6£:( dialogu-e~;..im n~t\.pre--:.i.~-- · 
.;_vent ·confr.ontations . between '.the Re>' _., 
-'-.P~!!-c~~e:t\~~nt- ~nd. ~El-~emocratie- . · 
~·-Col}.g~;_ess; .noJhlng could. J3ut i~ ·can im· .. · · 
po~_t:~a " ~-is,Crp~i~e ,'~#,, t~~ 'I~$islatiyer·1· 

\ braE~h, :.w~c~~·.was- ·u!~erfy" laCking . i~ , 
_,.the: eild-;af:the-sessibrr-~ veto · battles, by -

· :;~orewarnfng•~_qn.gress:.that.;the: 'public 
will:be' watchili'g t itsractinns-.and J seeiitg:~ 
the!Jlre&dent~:measure ~:thermr agains~ 
the-yardsticks,he·ba-s.set ·f-orlh. ,. ... ,~ 
~appily);M.r,:)i;or:d.has no ecceJ}trichl 

ties _()f style ~~ sho.ul~ ~ak,e. him .f~ ,-j 
overexposure on . televlSlon. . -His effec--.r 
tiveness IS' in speaking plainly· and of- : 
ten . With ·the l American people; not :· . , 

thor~t~~S~~-ani_tr!l!~~n~t;Iz at .. 
em. · 

. By launching such a sensible, sus. 
tained dialogue· with the people,- he 
can serve . both his interests .and the 
country'$. t 

-. . 

;;:-

•. 
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:tviEMORANDUM FOR: 

VIA: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

January 11, 1975 

DONALD R UMSFELD 

JIM CONNOR 

REDCAVANE~ 
PRESIDENTIAL STATE OF THE 
UNION ADDRESS 
U.S. Capitol 

Attached at TAB A is the proposed schedule for the State of 
the Union Address. 

APPROVE DISAPPROVE 

SCHEDULE FORMAT 

To accommodate the staff of Speaker Albert's office, who will be 
unavailable over the weekend and will be heavily involved in 
Monday's Democratic Caucus and Tuesday's Opening Session, the 
Pre-advance met with our Hill contacts today to discuss the event 
format. No discussion of specific date or time took place, rather 

__ __...,......,. .. 

an agreement as to format which will be followed when the announced 
time is set forth. The "H-00 min" time is that for which the address 
is scheduled. All other activities are indicated as either "minus" for 
those activities prior to the President's entrance into the House 
Chamber and "plus•• for all following. 

FIRST FAMILY ATTENDANCE 

Mrs. Ford 
Susan Ford 

YES NO 
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EXECUTIVE GALLERY SEATING 
. 

As tradition dictates, the President receives seventeen (17) seats 
in the Executive Gallery for First Family, staff and guests. TAB B 
contains a seating diagram, indicating the location of the 17 seats. 
Does the President desire to invite any guests? 

NO 

/ If yes, whom? 

NOTE: Only the seven seats in the first row are permanent; an 
aisle seat, literally, involves sitting on a step and waiting outside 
the Chamber until the First Lady .is seated. Typically, if guests 
are invited, they are seated in the first row seats and staff utilizes 

the aisle seats. 

Also included in TAB B is a proposed seating diagram with an 
allocation of five seats for guests. This proposal would seat seven 
staff members in seats on the aisle in protocol order, with Alan 
Greenspan and Frank zarb included in view of their role in the 
economic/ energy sphere. It is suggested that William Kendall and 
Vern Loen be seated due to their Congressional Liaison roles. 
Dependent upon the number of guests, if any, additional staff would 
be invited in protocol order. 

SEA. TING PLAN 

APPROVE DISAPPROVE 

NOTE: All White House staff members of Cabinet rank will be 
seated on the House Floor with the Cabinet. Ron Nessen will 
also be provided a seat on the House Floor. 



.. 

PROPOSED SCHEDULE 

January 11, 1975 
1:00pm 

PRESIDENTIAL VISIT TO THE CAPITOL FOR THE 
STATE OF THE UNION ADDRESS 

U.S. Capitol 

H-35 min The Vice President arrives at the Capitol. 

H-20 min 

· The Vice President proceeds to the Senate 
Chamber to convene the Senate. 

The President and Mrs. Ford board motorcade. 

MOTORCADE DEPARTS South Grounds en route 
U.S. Capitol. 

[Driving· time: 10 minutes] 

H-18 min The Vice President and the Senate depart the 
Senate Chamber and proceed to the House Chamber. 

H-15 min The Vice President and the Senate enter the 
House Chamber. 

H-10 min 

H-10 min Diplomatic Corps proceeds to House Chamber Floor .. 

MOTORCADE ARRIVES South Door of the Capitol 
(House Wing}. 

NOTE: The President will be met by Mr. 
Ken R. Harding (House Sergeant-at-Arms} 
and Mr. George White (Architect of the Capitol}. 
Six official Congressional photographers will 
be on hand. 

The President and Mrs. Ford proceed inside the South 
Door entrance en route the Holding Room (H-210}, 
escorted by Mr. Harding. 

H-08 min Mrs. Ford will be escorted to her seat in the 
Executive Gallery by Mr. Don Anderson or 
Mr. Luke Hicks. 
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H-05 min The Cabinet proceeds f.rom H-210 to the House 
Chamber Floor. 

H-05 min The President arrives Holding Room (H-210). 

H-04 min Mrs. Ford arrives her seat in the E..xecutive Gallery. 

H-03 min The Escort Committee arrives outside the 
Holding Room. Escort Committee is as follows: 

H-02 min 

H-01 min 

Senator James 0. Eastland (D-Miss) 
Senator Mike Mansfield (D-Mont) 
Senator Hugh Scott (R-Pa) 
Senator Robert Byrd.(D-W. Va) 
Congressman Thomas O'Neill, Jr. (D-Mass) 
Congressman John Rhodes (R-Ariz) 
Congressman John McFall (D-Ca) 
Congressman Bob Michel (R-Ill) 

The President departs Holding Room en route House 
Chamber, escorted by Mr. Ken Harding and Mr. 
Bill Wannell (Senate Sgt-at Arms) and the Escort 
Committee. 

The President arrives center door of the House Chamber. 

H-00 min Announcement by Jim Molloy, the Doorkeeper. 

H+Ol min 

H+02 min 

The President proceeds down center aisle, escorted by 
Jim Molloy and the Escort Committee, to the Clerk's 
Desk (middle level). 

LIVE NATIONWIDE TELEVISION 

The President arrives Clerk's Desk and remains standing. 

NOTE: On arrival, the President will present 
a copy of the State of the Union Address to the 
Speaker of the House- and the President of the 
Senate. 

H+02 min The Speaker calls the Joint Session to order 
and formally presents the President. 

H+03 min Presidential State of the Union Address. 

LIVE NATIONWIDE TELEVISION 



.. 

H+30 min 
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Address concludes. 

The President departs House Chamber via the 
entrance route, escorted by the two Sgts-at-Arms and 
the Escort Committee, and proceeds to motorcade for 
boarding. 

H+31 min Mrs. Ford departs her gallery seat en route 
motorcade. / 

H+32 min The Vice President leads the Senate back to the 
Senate Chamber. 

H+34 min 

H+35 min 

H+45 min 

The President is joined by the First Lady in the 
hallway and proceeds outside South Entrance to 
board motorcade. 

MOTORCADE DEPARTS The Capitol en route South Lawn. 

[Driving time: 10 minutes] 

MOTORCADE ARRIVES South Lawn. 
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NOTE: Seats·marked "WH'' are provided to the President for his faz:nily, staff, and guests. .· 
Other seats not marked a.~re for Cabinet wives and wives of the Supreme Court Justices. 
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Hanis Survey -

Majority 
approves 
tax febate 
By Lo.uis Harris ,. 
IF CONGRESS passes the feaeral .... 

~orne tax rebate, the American econo
ny would receive a -substantial, if .tem
lOrary, shot in the arm~. acCording to 
·esults of the latest Harris Survey. • 
In a survey of a·cross-~t,ion of ~;532. 

bouseholds taken between Jq. ·1~ and 
20 on the public's ·prospective buying 
plans, · 39 per cent of those polled ,said 
they would make a majQr. p~~ if 
Congress · approves Pr!i!Sldent Fold'• 
proposed 12 pel' cent .tax .~fwld wl;rlle 
only 22 per ~ said ·they .would spend 
.their money if . the biU were not ~ 
j)rQved. •: :. ~.t·. ; . ~ . 

Predictably, the· febate on. the 1974 
.fedenll income taxe8.meets :the appr~~. 
al of an overwbelmfng: ffl ~.21 per cent 
JpajGri,ty. The :.~: ~ \V~ 
asked: . ' 

"DO ~ou FAVOR 01' oppose an 1m
media~ federal incOme .tax eut of 12 
per'cent· across·tbe board with a '$1,000 
1,imit, which would reduce everyone's 
1974 'federal income· tax by 12 per 
cent?" 

Tot1l ~lc 
Favor ) 
OPPOse 2J, 
Not sure 1J ... 

By more than 3 to: t~· the public ,!UP" 
ports the tax cut, and this support pos
sibly will register clearly · with inem-

. bers of Congtess iii the next ~ ~
But the question is woo~ .peopte' will 
spend their refuada oa ~ of 
products and lel'Yices or pat 1t iD uv-

' f 

( 
ings or iD some investmeUt ... 
The ~11ction was laked:· 

"At Pita,~ d~HOJ,L:&eJ ~ 1l beet to 
put ·away what money you can for a 
rainy day, to invest it in. something you 
~ ··'W111 -~ · ~ inflation in~ase$. 
or 'to buy thiilgs you want and. need 
before prices go up?'' .. 

.. If you received a 12 per cent federal 
lax; cut aiii. a. tax refund, would you 
pUt'tlie mo!M!y away for a rainy day, 
tilvest it in something you hope will 
grow in v8lue; or· buy things you want 
aruf:need?'t 

Without Yllta 12% 
fiX cut tlx cut Chintt 

'If.· ·" ·" Put ~r far raltiY diY 53 .., -tt 
- "'""' Wlint llid ... 2t :!' +l7 Invest to •row In nlue 18 12 "'·f 
Nat. iUra . . 7. .• ""' : 

In ecoilQm.ic' terms, the. ~ per ~nt 
tax rebate -could bring nearly doublE> 
the' nqmber ,~f .People to the market 
place than may be there next Y,ear 
without the tax refund. · , 

In speCific_ product categories; ~he 
hard bit~: compact ~u~ 8lid calor televi
sion set markets would most benefit 
from additional .. ~er Spending~ 

The cros8-;Sect1on 'wa8 asked: 
"In UJe ~ six mpnths, do you feel · 
~ you win PurchaSe ~ad list]. 
that yOtl pc)ssibly wfll, or t~t you prob
abiy Will not pure~ [Item]?" 

"NO'W suppiose fit that · same alx.- ~ 
month .period ~ .reC:eiyed a 12 pe\' 

· eent ledet'aH.nco,me ·tax refund on your 
1974 taxeS. Do· you ·. feel certain you 
would pm:chase (Read llstl, that ym ' 
possibly. lWOUld, or that yo~ probably 
would pot purchase (Item].!, 

Hew Furnlflu'l 
WithoUt tax rebete 
With tax rebete 

Major Appliance 
Withoot tax rebete 
With tax rebete 

Stocks 
Without tllf rebate 
With tax rebate. • 

New Medlum-slzecl car 
Without tax rebate 
With tax ' rebate 

New Color TV Set . 
Without tu rebate 
With tiX cebatl 

New ComP«t car 

5 
7 

~ 
3 

2 
2 

20 .,, 
13 
12 

7 
6 

I • 
~ifl:"r!~':toa~· ~ ·,f 

t .• . • 

• 
,, 
12 

WITii A TAX; refund. people who had 
not plaimed to purchase. a color televi
slon sl!t. would do. so, while those al
ready in the. market for a color . TV 
would buy sooner. . 

One .Urlportant survey finding is that 
people With. incomes under $15,000 arf 
~h.m~_e. likely to up their spending 
~tati~ than those in the big~,. 
brackets. One of the issues being detiat
ed jn ~'is whether the cut-off on 
rebates should be. geared toward lower 
)r higher inconie gJ;O~ps. ~·"'*L_ 

This Harris Survey~~ !E;tevn· 
sum& spending wouJ4 .. J1F ~ 
most If the cuts ,_,i~ ·, med 
tt the middle and.~~ tllftlPI· 
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- FOREWORD -

Immediately following the State of the Union message, 
over one thousand leaders from every segment of American 
society carne to the White House for a series of briefings 
and discussions on the economic and energy proposals in 
President Ford's message. In the course of this series 
of discussions, certain basic questions kept recurring. 

The purpose of this pamphlet is to answer many of the 
most commonly-asked questions by presenting a brief 
overview and highlights of the President's program. 
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ECONOMY AND ENERGY -
THE PRESIDENT'S PROGRAM IN BRIEF 

President Ford's comprehensive economic and energy 
proposals are designed to respond to one of the most 
complex and serious challenges in American history. This 
paper provides a brief and frank discussion of the situ
ation . 

The problem can be simply stated: We are experiencing 
the highest rate of inflation since World War II and a 
recession with unemployment already over seven percent. 
On top of this, the United States is faced with a growing 
dependence for oil on unreliable foreign sources at prices 
that pose very serious national security, financial and 
economic problems. 

Each of these problems is closely linked to the others. 
Because of that linkage they must be treated together. 

Inflation has resulted from a number of causes, 
including: 

Many years of excessive Federal spending and too 
rapid growth of money and credit. 

The quadrupling of oil prices by the major foreign 
producing countries. 

Poor harvests leading to higher food prices. 

Two devaluations of the dollar. 

This inflation has helped create the recession by: 

Cutting the real purchasing power of paychecks. 

Pushing interest rates to high levels that work 
severe hardship on many sectors of the economy , particularly 
homebuilding. 

Depressing consumer confidence and their willing
ness to buy. 
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Higher oil prices imposed by the oil exporting countries 
contributed directly to both recession and inflation. This 
increase in the price of energy and energy-related products 
works like a tax levied by a foreign power. It reduces the 
cash an individual or a family has available for other spend
ing, but also removes these revenues from our Nation as a 
whole because, unlike domestic taxation, they are not even 
available for public spending here at home. 

The higher energy bill has thus resulted in a massive 
flow of dollars to the oil exporting countries. Other 
industrialized countries are also paying very high oil bills, 
threatening the stability of world financial markets and their 
ability to pay for the energy they need. 

The Arab oil embargo brought home forcefully to every 
American what this dependence could mean to our economy and 
to our national security, and yet our dependence steadily 
increases. Domestic oil and gas production is falling and 
imports are rising. Today, imports account for about 4~/o 
of our petroleum consumption. If present trends continued, 
we would be importing 5~/o of our oil by 1985. 

Unless we take immediate steps to reduce our consumption 
of fuel and increase our self-reliance, we will experience 
greater imports, have more severe balance of payments problems, 
and be subject to major interruptions and price manipulation 
by oil exporting countries. 

The control of the oil cartel countries over oil supply 
and prices gives them leverage over our entire economy, and 
represents a tremendous drain on our national wealth. 

To put the situation in perspective: In 1970, we spent 
less than $3 billion on oil imports; in 1974, we spent roughly 
$25 billion; and by 1977, if we fail to take action now, it is 
estimated that we will pay $32 billion to the oil-producing 
countries. And with those import dollars go the real income 
and wealth we could otherwise enjoy. 

The President believes we must cut our oil imports by 
about one million barrels per day by the end of this year and 
by two million barrels per day by the end of 1977. 

l 
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President Ford, after wide consultation, has developed 
a three-pronged attack on the challenges of recession, i n
flation and energy dependence. Since it i s designed to deal 
with a wide range of very difficult problems, his program is 
complex. As a result, the program can be judged fair l y only 
by viewing it as a whole since the various parts are closely 
interrelated . to achi~ve the desired objectives. 

The goals of the President's program may be s ummarized 
as follows: 

To hasten recovery from the recession, the President 
sees the need for an immediate, across-the-board tax rebate of 
$12 billion for individual taxpayers on 1974 taxes, returning 
to them up to 12 percent of their taxes i n May and September 
of 1975. An additional $4 billion would be in the form of a 
one-year increase to 12% in the investment tax credit, thus 
spurring industrial expansion and creating n ew jobs. The 
intent of the tax refund is to give the economy a sharp, one
time stimulus {$16 bi l lion total) that would speed recovery 
without causing more inflation. 

To curb inflation, the President will attempt to effect 
a moratorium on ~ spending programs outside the energy field 
and a five percent limit on automatic cost of living increases 
in social security benefits, military retirement pay a nd the 
like. The program also includes a five percent limit on Fed
eral pay increases in 1975. Inflation is showing some signs 
of abating, but the President believes it is critical to 
restore long-term discipline to our fiscal and monetary policies 
in order to eliminate this continuing threat. 

To free us from dependence on foreign energy sources, 
the President has designed a tough new program to encourage 
conservation and greater domestic energy production. 

Energy conservation would be achieved through a series of 
import fees, excise taxes and decontrol of domestic oi l and 
gas prices with the increased costs recaptured through tax 
revenues that would raise the price of most petrol eum products 
on an average of 10 cents a gallon. This will reduce demand 
for these products sufficientl y so that, together with increased 

" domestic production, the President's goals can be met. 
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As part of a longer run solution, the President has an 
agreement with the major domestic auto makers to improve 
gasoline mileage by 40% on the average by 1980,compared to 
1974 cars. He is also working to change building standards 
to improve insulation and other building practices so as to 
reduce energy needs. Efforts are also under way to sub
stantially improve the energy efficiency of major appliances. 

Increased energy production in the United States would 
be achieved through a number of measures. These include oil 
production from Naval Petroleum Reserves and higher production 
from existing wells in response to improved incentives because 
domestic oil prices will no longer be below prices we must pay 
for imported oil. These policies will be supplemented by 
actions to encourage faster development and production of our 
domestic energy resources. 

In addition, the President would require: 

Such adjustments as are necessary to permit expanding 
use of our domestic energy supplies to produce electric power. 

A long range synthetic fuels program. 

A continuation of the accelerated program of research 
and development in the energy area. 

A question that is often raised is whether this program 
contributes both to inflation and recession by increasing 
energy costs to consumers. 

The President felt that the costs could not be avoided 
if the economy was going to reduce its demand for petroleum 
products and become less dependent on foreign energy sources 
by 1985. The alternative would have been a system of rationing 
that would not solve our energy problem and would be unfair to 
the average American. 

The President's total energy program will have a one-time 
effect of increasing prices by about 2%. The estimated increased 
cost of petroleum and petroleum-related products to all segments 
of society will be about $30 billion a year. Estimate of the 
average annual cost per family is about $275. 

5 
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The President's total program will not depress the 
economy because higher energy costs will be offset by the 
permanent reduction of taxes. This program of tax reduction 
includes $16.5 billion for individuals that will show up as 
an immediate reduction in taxes withheld from current earnings. 
Seventy percent will go to persons with incomes of less than 
$15,000 per year. Individuals who pay no taxes at all will 
receive $2 billion annually - or about $80 per person. 
Corporate taxes will be cut by $6 billion. State and local 
governments will also receive added funds under the General 
Revenue Sharing formula. In addition, individuals who install 
insulation in their homes will receive a tax credit for a 
portion of those costs. 

In summary, higher energy taxes will increase energy 
prices, but these higher prices will be an incentive for all 
energy users to look for ways to reduce their own use of 
energy, whether for gasoline, heating oil, electricity, etc. 
Some businesses or individuals will find that they can reduce 
their use of energy, while others will decide to pay the higher 
price. Under the President's program everyone can make his or 
her own decision. 

In order to avoid hurting average and lower income people 
most, because of higher energy costs, a disproportionate share 
of the reduction in taxes will go to low and middle income 
families. For many families, the tax cut will restore a part 
of the purchasing power that has been lost as a result of in
flation. Higher income people, however, will receive perma
nent tax reductions that do not fully offset their higher 
energy costs. 

The President contemplates a tough, comprehensive, and 
integrated program. It would help protect our national security. 
It would stimulate the economy through tax cuts to get us out 
of the recession. It would keep a lid on Federal spending to 
prevent a new round of inflation, and bring the Federal budget 
into balance when the economy recovers. It would raise petro
leum prices in order to encourage conservation and increase 
domestic production. And it would recapture excessive oil 
company profits through a windfall profits tax. On balance, 
it would deal fairly and equitably with consumers and producers 
alike. 
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TEXT OF AN ADDRESS BY THE PRESIDENT 
TO THE AMERICAN PEOPLE ON HIS 
ECONOMIC AND ENERGY PROPOSALS 

Without wasting words, I want to talk with you tonight about putting our 
domestic house in order. We must turn America in a new direction. We 
must reverse the current recession, reduce unemployment and create more 
jobs. We must restore the confidence of consumers and investors alike. 
We must continue an effective plan to curb inflation. We must, without 
delay, take firm control of our progress as a free people. 

Together we can and will do this job. Our national character is strong on 
self-discipline and the will-to-win. Americans are at their very best when 
the going is rough. Right now the going is rough and it lT'ay get roueher. But 
if we do what must be done, we will be well on our way to better days. We 
have an hi~toric opportunity. 

On Wednesday I will report to the new Congress on the State of the Union and 
ask for its help to quickly improve it. But neither Congress nor the President 
can pass laws or issue orders to assure economic improvement and instant 
prosperity. The government can help by equalizing unfair burdens, by setting 
an example of sound economic actions and by exerting leadership through a 
clear and coordinated national recovery program. 

Tonight, I want to talk to you about what must be done. After all, you are 
the people most affected. Since becoming your President five months ago, 
economic problems have been my foremost concern. Two elements of our 
problem ar!J long-range -- inflation and energy. Both are affected not only 
by our actions, but also by international forces beyond our direct control, 
The new and ,disturbing element in the economic picture is our worsening 
recession arid the unemployment that goes with it. 

' 
We have made some progress· in slowing the upward spiral of inflation and 
getting interest rates started down. But, we have suffered sudden and serious 
setbacks in sales and unemployment. Therefore, we must shift our emphasis 
from inflation to recession. But, in doing so, we must not lose sight of the 
very real and deadly dangers of rising prices and declining domestic energy 
supplies. Americans are no longer in full control of their own national 
destiny when that destiny depends on uncertain foreign fuel at high price::: 
fixed by others. Higher energy costs compound both inflation and recession. 
And, dependence on others for future energy supplies is intolerable to our 
national security. 

We must wage a simultaneous three-front campaign against recession, 
inflation and energy dependence. We have no choice. 

(MORE) 
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We need, within 90 days, the strongest and most far reaching energy 
conservation program we have ever had. Yes, gasoline and oil will cost even 
more than they do now. But this program will achieve two important 
objectives: it will discourage the unnecessary use of petroleum products and it 
will encourage the development and substitution of other fuels and newer 
sources of energy. 

To get started immediately on an urgent national energy plan, I will use the 
Presidential emergency powers to reduce our dependence on foreign oil by 
raising import fees on each barrel of foreign crude oil by one dollar to 
three dollars over the next three months. A more comprehensive program of 
energy conservation taxes on oil and natural gas, to reduce consumption 
substantially, must be enacted by the Congress. The revenues derived from 
such taxes will be returned to the economy. In addition, my energy conser
vation program contains oil allocation authority to avoid undue hardships in any 
one geographic area, such as New England, or in any specific inductries or 
are".; of human need v•here oil is essential. The plan prevents windfall profits 
by producers. There must also be volunteer efforts to cut gasoline and other 
energy use. My national energy conservation plan will urge Congress to 
grant a five-year delay on higher automobile pollution standards in order to 
achieve a 40-percent-improvement in miles per gallon. Stronger measures 
to speed the development of other domestic energy resources, such as coal, 
geothermal, solar and nuclear power, are also essential. 

This plan requires personal sacrifice. But if we all pitch in, we will meet our 
goal of reducing foreign oil imports by one million barrels a day by the end 

· of this year and by two million barrels before the end of 1977. The energy 
conservation measures I have outlined tonight will be supplemented by the use 
of Presidential power to limit oil imports as necessary to fully achieve these 
goals. 

By 1985 -- 10 years from now-- the United States will be invulnerable to foreigr. 
energy disruptions or oil embargoes such as we experienced last year. Of 
course, our domestic needs come first. But our gains in energy independence 
will be fully coordinated with our friends abroad. Our efforts should prompt 
similar action by our allies. 

If Congress speedily enacts this national energy program, there will be no 
need for compulsory rationing or long waiting lines at the service station. 
Gasoline pdces will go up, though not as much as with a ZO-cent-a-gallon gas 
tax. Furthermore, the burden of the conservation taxes on oil will be shared 
by all petroleum users, not just motorists. 

Now, let me talk about the problem of unemployment. This country needs an 
immediate Federal income tax cut of $16 billion. Twelve billion dollars or 
three-fourths of the total of this cut should go to individual taxpayers in the 
form of a cash rebate amounting to 12 percent of their 1974 tax payments-- up to 
$1,000 rebate. If Congress acts by April first, you will get your first check 
for half the rebate in May and the rest by September. 

The other one-fourth of the cut, about $4 billion, will go to business taxpayers, 
including farmers, to promote plant expansion and create more jobs. This 
will be in the form of an increase in the investment tax credit to 12 percent 
for one year. There will be special provisions to assist essential public 
utilities to step up their energy capacity. This will encourage capital spending 
and productivity, the key to recovery and growth. 

(MORE) 
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As soon as the new revenues from energy conservation taxes are received, we 
will be able to return 30 billion dollars to the economy in the form of 
additional payments and credits to individuals, business and State and local 
governments. Cash payments from this total also will be available to those 
who pay no income taxes because of low earnings. They are the hardest hit 
by inflation and higher energy costs. This combined program adds up to 
46 billion dollars -- 30 billion dollars in returned energy tax revenues to 
compensate for higher fuel costs -- and 16 billion dollars in tax cutz to 
help provide more jobs. And the energy conservation tax revenues will 
continue to be put back into the economy as long as the emergency lasts. 

This economic program is different in emphasis from the proposals I put 
forward last October. The reason is that the situtation has changed. You 
know it, and I know it. What we need most urgently today is more spending 
money in your pockets rather than in the Treasury in Washington. Let's 
face it, a tax cut to bolster the economy will mean a bigger Federal deficit 
temporarily, and I have fought against deficits all my public life. But U..'lless 
our economy revives rapidly, Federal tax revences will iJhrink so much 
that future deficits will be even !arger. tlut I have not abandoned my lifelong 
belief in figcal re~traint. In the long run, there is no other real remedy for 
our econom1c troubles. 

While wrestling with the budgets for this year and next, I found that at least 
three-fourths of all Federal expenditures are required by laws already on the 
books. The President cannot, by law, cut spending in an ever-growing list of 
programs which provide mandatory formulas for payments to State and local 
governments and to families and individuals. Unless these laws are changed, 
I·can tell you there are only two ways to go -- still higher Federal taxes or 
the more ruinous hidden tax of inflation. Unchecked, Federal programs 
mandated by law will be the prime contributors to Federal deficits of 30 to 50 
billion dollars this year and next. Deficits of this magnitude are wrong -
except on a temporary basis in the most extenuating circumstances. Reform 
of these costly mandated Federal spending programs will take time. Mean
while, in order to keep the budget deficit as low as possible, I have decided 
to take interim steps. 

In my State of the Union and subsequent messages, I will not propose any new 
Federal spending programs, except for energy. And the Congress -- your 
representatives in Washington -- share an equal responsibility to see that no 
new spending programs are enacted. I will not hesitate to veto any new 
spending programs that Congress sends to me. Many proposed Federal 
spending programs are desirable and have had my support in the past. But 
they cost money -- your tax dollars. Plainly, it is time to declare a one-year 
moratorium on new Federal spending programs. I need your &'fPPDt't in this. 
It is vital that your representatives in Congress know that you share this 
concern about inflation. 

I believe the Federal Government ought to show all Americans it practices 
what it preaches about sacrifice and self-restraint. Therefore, I will insist 
on a five percent limit on any Federal pay increases in 1975 and I will ask 
Congress to put the same temporary five percent ceiling on automatic cost
of-living inc1·eases in Government and military retirement pay, and Social 
Security. Government alone cannot bring the cost of living down. But until 
it does start down, Government can refrain from pushing it up. For only when 
the cost of living comes down, can everybody get full value from a pension or 
paycheck. I want to hasten that day. 

(MORE) 
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Tonight I have summarized the highlights of my energy and my economic 
programs. They must go hand in hand, as I see it. On Wednesday, I will 
spell out these proposals to the Congress. There will be other recommendatior · 
both short-term and long-range, to make our program as fair to all as 
possible. I will press for prompt action and responsible legislation. The 
danger of doing nothing is great; the danger of doing too much is just as great. 
We cannot afford to throw monkey wrenches into our complex economic 
machine, just because it isn't running at full speed. 

We are ln trouble. But we a're not on: the brink of another Great Depression. 
Our political and economic system today is many times stronger than it was 
in the 1930's. We have income safeguards and unemployment cushions built 
into our economy. I have taken and will continue to take whatever steps are 
needed to prevent massive dislocations and personal hardships, and, in 
particular, the tragedy of rising unemployment. But sound solutions to our 
economic difiiculties depend primarily on the strong support of each one of 
you. Self-restraint must be exercised by big and small business, by 
organized and unorganized labor, by State and local governments as well as 
by the Federal Government. No one will be allowed to prosper from the 
temporary hardships most of us bear willingly. Nor can we permit any 
special interests to gain from our common distress. 

To improve the economic outlook, we must rekindle faith in ourselves. 
Nobody is going to pull us out of our troubles but ourselves, and by our own 
bootfJtrapa. In ZOO years as a nation, we have triumphed over external enemies 
and internal conflicts -- and each time, we have emerged stronger than 
before. This has called for determined leaders and dedicated people, and 
this call has never gone unheeded. In every crisis, the American people 
have closed ranks, rolled up their sleeves and rallied to do whatever had to 
be done. I ask you and those who represent you in the Congress to work to 
turn our economy around, declare our energy independence, and resolve to 
make our free society again the wonder of the world. 

The beginning of our Bicentennial is n. good time to reaffirm our 
pride and purpose as Americans who help themselves and help their 
neighbors no matter how tough the task. For my part, I will do what I believe 
is right for all our people -- to do my best fo,t America as long as I occupy 
this historic house. Vle know what anust be done. The time to act is now. 
VTr:.; have our Nation to preserve, and our future to protect. Let us act 
together, and may God bless our endeavors. 

II 
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l1R. NESSEN: You have all your fact sheets, and we 
are going to have an explanation in detail and questions and 
answers with Bill Seidman, who is Assistant to the President 
fo~ Economic Affairs and the Exedutive Dir~ctor of the Economic 
Policy Board, and Frank Zarb, 'iJho is the Administrator of 
the Federal Energy Administration and the Executive Director 
of the Energy Resources Council. 

In addition, we have Eric Zausner, who is the 
Deputy to Frank Zarb. We have Fred Hickman, an Assistant 
Secretary of the Treasury, and Mike Duvall from the 
Domestic Council and Roger Porter, who is one of Bill Seidman's 
assistants. 

Just to go over what you should have in your hand, 
you should have a fact sheet which contains information on 
both the energy and the economic program. You should have a 
set of questions and answers relating to energy. You should 
have a set of charts relating to energy, and you should have 
the President's State of the Union Message. 

If there was some slight delay this morning in 
getting all this stuff out, it is because our mimeograph 
machines and staplers and collators were pressed to their 
max'imum limit. 

The message you have will be delivered to Congress 
as a written message, and from that written message, the 
President wili draw excerpts for his speech. At this moment, 
I can't give you precisely how much of that message will be 
given in the speech. In fact, we may not have an advance 
text, so we will give you an as d~livered tx:·ansc:ript as 'fast 
as possible. 

MORE 
(OVIDR) 
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I guess that is enough introduction. 

Q Ron, one question. Why isn't the President's 
chief economic spokesman briefing? 

MR. NESSEN: Secretary Simon is involved in the 
meeting, which you know about, in Washington, of the 
International Monetary Fund, the Finance Ministers of the 
10 countries. He is involved in that. 

Q They ar~ not going to be meeting this morning, 
though, are they? 

MR. NESSEN: He has been having some informal 
meetings a~ various times with them. 

Also, Alan Greenspan will be here as soon as he 
shaves, showers and gets down here. He overslept a little 
this morning. (Laughter.) 

I think we will start with energy and Frank Zarb. 

MR. ZARB: Good morning. 

I think it would be most useful if we spend a 
m1n~um of time on the gospel according to the press packet, 
since you have.all that material to read, and a maximum of 

.time answering your questions, so I will move quickly with 
an overview and if you agree and Ron, we.will move to Bill 
Seidman and then both of us 'can handle questions. Does 
that make the.most sense? Ourareas are tied together and 
much of what we h~ye to say has linkage between th~m . 

. In the 1960s' this Nation lost its energy 
independence. We now import some 40 percent.of our total 
consumption. If we do nothing by 1985, that consumption will 
be in excess 9f. 50 percent. 

. . . . . " . .. . 
.. i The s.er1ousness of the s1 tuat1on, perhaps, can 

best b~·demons#:r-ated iri dollars. ,In 1970,our import bill 
was about $3 ~illion •. ln 1974, it is somewhat·under $25 
billion. In 1985, with·a $4 break in price, if you want to 
be optimistic, it will be $32 billion. I think the 
significance o~ that in balance of payments and prices to 
consumers speaks for itself. . · 

The President's energy pian will seek to achieve. 
some fundamental results. It will return the American 
economy to the American people. Right now, the American 
economy, with the insecurity of a potential embargo, is 
not really under the control of the American people. It 
will. bring back to America. a material influence in petroleum 
price·markets and over the long term bring .to bear a more 
reasonable price level,. · · 

MORE 
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The plan gets uf freedom in 1985 and attempts to 
minimize the r;sks. wh:i,le. we _get there.~ .. There. is. no easy way 
to regain OUt:' ind~pen,~enC'?,, and. no . mat,ter what alternative. 
we follow iri terms o~ strategy, there is a price to .. be paid. 
In this ·instance, as in· any other ·instance· that might . have .. · 
been selected, the American people are called upon to make 
a sacrifice. 

The price that we pay now is not.as great as the 
price that we will continue 'to pay if we don't take action 
now. Every,fani.ily and every business in this Nation ;depends 
upon energy for. survival' and i.f we don '.t have better control 
over source and over price, that survival is somewhat at 
stake. 

A wo;rci o~ process.·· The Presidept be~~n by a_sking 
for his al ternativef? or options with respect to. the Na_tion' s 
goals. After a thorough analysis or what those options 
might be, he selected the goal of becoming independent or 
invulnerable_to f9reign cutoffs by 1985. Having made that 
decision, the next set of alternatives went to what actions 
are available to tl)e President beginning now to get us t·o . 
that point by 19 8 5. Ha:ving made, those decisions, .. the next 
subset .. was a questio11 of strategy, what strategy ,should 
be . implemented. · 

. ' 

His program·is set.out in three parts-- what we. do 
between now and the end 'of 1977. He has establis,hed a goal, 
and means to attain it, of one million barre.ls in consl-l~,Ption 
savings or import savings by the end of 1975 and two million 
barrels by the end of 1977 • 

. ~ '• '··~ .. 1 ; .. ' • • 

;To do· that, he is ·ask;i.ng_ the Congress. for a tax 
package which includes the fql1o~ing: a $~ tax on cru4e 
imports, a $2 excise tax on 'domestic crude and excise tax on 
natural gas·, decontrol of old oil, domestic .oil, and de.con-
trol of new natural gas. , , .. . 

On the supply side of the equation, between now and 
1977,. we h~ve mig}lty few al teri;latives •.. Elk H~lle. in 
California_ --. !'lrici. he· wi1l pu:rsue l~·gislation to have·. that 
free'd fo'r the commerc'ial ma~ket _·:.. wili produc.e approximately 
160,000 barrels a ·day •. Coal conversion, if we get the 
environmental amendm.ents we. are asking fo-,:-, .. will produce a 
potential· 100,,000 barrels a <;lay~ The remainder must be 
achieved througl) co'nservation. · · · 

I would like to just spend a minute on the 
alternatives to the tax method_of achieving the goals of 
two million barrels by the end of 1977. The President asked 
for and received a thorough review of the other options at 
his disposal. They included an import restriction, one 
that would happen abruptly or one that would happen 
gradually, with the shortage to be allocated throughout 
the economy by the Federal Government. They included the 
potential of a full rationing system that would attain the 
same goals, and they included the economic method which 
allows the economy to take out of the energy stream on a 
more free and selective basis. 
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His conclusion was that the freer and economic 
method served both our short-term and our long-term purposes 
better and that the in:equities in the other systems,were 
just unacceptable. 

To get started immediately before the Congress 
enacts the full package, th~ Presiden~ will put an additional 
$1 import fee on foreign c~ude beginning February 1st, an 
additional $2 -- that is one plus one --March 1st, and 
$3 April 1st. He is taking steps to decontrol old oi.l about. 
April 1st and asked the Congress to enact a windfall p~ofits 
tax package by that date. · 

Over the short term., we will step up our public 
education program by fivefold of its current level of efforts 
in an effort to get further voluntary conservation. 

Between 1977 and 1985, the President has set out 
a number of actions which will have us become invulnerable 
to serious disruptions by e~pargo. I don't mean that to 
sound like we are weaseling.tfle ultimate goal. In your 
press package, we have. a chart showing where we mean to' be 
by what point in time through what actions. He is asking 
for authority to tap the Naval Reserve in Alaska, which in 
our view can bring to the civilian economy two million 
barrels a day by 1985. He will purs~e the outer continental 
shelf: and take whatever steps necessary to overcome the 
obstacles that face us in that area. 

The question of price uncertainty during the process 
of these deliberations this question had to be asked --
as this Nation·sets its plan for independence and begins to 
set in'motiori various act~ons that need to be set in motion 
to accomplish it, what happens if by 1979 the supplying 
nations say to themselves, these guys are doing too well 
and the thing to do is to flood the world market with cheap 
oil. 

Question: If that should occur in 197Sor 1979,· 
what would be the.United States'reaction? Would we allow our 
economy to go back on a heavy import stream? 

The President has decided to submit legislation which 
will authorize and require the President of the United States 
to set domestic price limits to protect the Project 
Independence plan. 
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The Clean Air Act amendments, you are probably 
all familiar with. The only difference between those 
that you perhaps have seen before, or the major difference, 
is that in.this Russell Train and I will jointly endorse 
the same package in total. 

We have spent the necessary time together, and 
I should add that both of us moved somewhat toward the 
other to reach_ the agreements that we have rea.ched. 

In my view, the compromise agreements will not 
sacrifice our en~rgy plan, and I am sure he will tell 
that in his view they do not sacrifice our environmental 
goals. 

,, _ The President will resubmit strip mining legis-
lation with some important, but few, changes. We will 
be doing some work in coal leasing, and there is some 
informatio~_ in your packet with respect to that. 

Electric utilities, a key constraint to the 
developments of power, particularly in the nuclear area, 
relates .~o the health of electric utilities. The 
President will propose in his economic package an investment 
tax credit increase for all of industrial America. That 
increase will be extended two years specifically for 
non-oil fired electric generation equipment. 

The preferred stock dividend plan that the 
President is proposing in his economic package will 
obviously have some effect on utilities. 

The President will submit legislation which 
will require- State utility commissions to .pass through 
certain costs that in some instances are not now being 
passed through. We can get into that during the 
question and answer period, but this passthrough mechanism 
is critical to the health and viability of some of the 
utilities around the country. 

Nuclear power .. The President will submit 
legislation that_will not only affect the licensing aspects 
as we had in the last session, but there will also be 
siting legislation, which will hasten the siting 
decisions at the State level. 

Conservation. Based upon a modified and also 
delayed set of environmental emission standards, we will 
have a 40 percent increase in mileage of new automobiles 
by the 1980 model cars. Negotiations were held with the 
big three by th~ Secretary of Transportation after long 
discussions with the EPA. 
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The nature of that agreement is an environmental 
standard which. accepts the California current standards 
with 3.1 nox, for those of you who have been following 
that category of thing. It is a little more stringent 
than the current standards, but not as severe as the 
planned standards. 

Building thermal standards. The President 
will propose legislation which will require adjustments 
to housing codes all over. the Nation. These changes 
will affect the thermal standards only, heating and 
cooling, within building codes in all parts of the 
country. I should point out the legislation will include 
a provision whereby builders, architects and labor will 
be consulted before those standards are actually promulgated. 

There will be a 15 percent tax credit for 
home owners up to two-family homes for insulation type of 
equipment, insulation, storm windows and one or two 
other similar types of equipment. 

For those·who cannot afford to pay even the 15 
percent, there will be a low income program following the 
main model whereby the Federal Government, funding it at 
$,55 million a year, will buy the equipment and volunteers 
will see that it is installed. 

The appliance efficiency area will be approached 
exactly the same way we did the automobile industry. The 
President has set a target of 20 percent savings in 
appliances between now and 1980. 

The Energy Resources Council will seek to obtain 
from the appliance manufacturers an agreement that can be 
monitored by the _public on an ongoing basis to assure 
that that 20 percent is achieved. If we are unsuccessful 
in that endeavor, then the President will ask for 
legislation. 

On a standby basis, the President will ask 
for authority .to $et up .-an emergency storage program that 
will be 1 billion .300 million barrels of oil.. The 300 
million barrels of oil will be.set aside for the military, 
and the one billion will be available to the civilian 
sector in the event of another embargo. 

Standpy authorities will also include rationing, ... 
a broader range of energy conservation. steps as we.ll •as - · · 
allocation on a continuing basis, materials allocation; 
and a few other things which I think: you might pick 
up in reading the packet. 

MORE 



- 7. -

On .the synthetic fuels area and over the 
iLonger term, 1985 and beyond, the President has set 
out a program wherepy by the. late 1980s we can again 
become ·an exporter in the energy business. His 
synthetic fuels program calls for a one . .million barrels 
per day 'in the c.ommercial market of synthetic fuels. by 
1985. 

The energy" research and development program, ' . 
which is now fun¢ed at $11 billion over .. a fiye-ye:ar period, 
will be' maintained and increased.as necessary to ensure 
that he m.eets b'~s post.:.l985 goals.~ 

I think I have covered energy, Ron • 

. MR. S;EIDMAN: Good morn;i.ng._ 

I am sorry that Bill Simon can't be here, and I 
am sure that he would. do a bette~ job, bu~ I am really 
here at, tP,e r,equest of Joe Garrag;i.ola~ .. I ~de a remark 
SOJJ1e time< ago, that I wasn't appearing on television · . 
because_r>tho':l&Pt bald. headed guys didn't look too good, 
and he wrote. me on qehalf of himself, Yul Brynner, Telly: 
Savalas, and Mel Laird, saying they.would march on.tl:le 
White House unless I reappeared. (Laughter) 

. I . won't . go through the whole. economic . program-. . , . 
I would just like to take a couple .. of minutes and talk 
about theory or philosophy, and then we can get right 
to the questions •. · 

· As you knofri, ··as ;far as the economic program 
is concerned, tnere,;:ti'e basically.twC) tax programs. •. I· 
would l~k~.t::o make sure we disti~guisll those. 

~'- ''' ' ' . ' ' . . ~ 

First, there is.the one-year, temporary tax cut, 
which isl:>ased on.l974 income, which means that.it can be 
done most rapidly, $J.,6.billion, it is a straight 12 
percent up to a maximum of $1000. 

! . ·.··• 

Our hope is that that money w£11 get back into 
the spending stream fast and that that will help to 
produq~_jobs and: start ;turning the economy a-round. 

. The . other part is what I would consider a · 
fortunate marrlage for making an opportunity out of 
adversity, and that is the fact we need energy taxes to 
cut' :q.o·wn on our us~ of petroleum and. at the sayne time. 
we need to .correct the ,malfunctioning a of a.· ta~ system, 
which have been caused by the inflation. . 
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As you all know, the inflation tends to push 
people up into higher tax brac~ets without giving them 
a more real income. The basic approach in the tax 
refunds, or changes, have been to change the brackets for 
individual taxpayers, particularly up to $15,000, to 
take care of that, and in the same .way with corporations. 

Corporations also, because of inflation, over
state their profits and, there·fore, pay higher taxes 
than the amounts that they ear~ in real terms and, there
fore, the change in the corporate rate. 

. J 

In. addition to t_hat/ there are for the. p~ople 
who do not pay taxes an allow~hce, which is an 
attempt to aid them both with inflation problems and 
increased fuel costs. 

I think it is very important, in looking at 
this package in the tax area, those two kinds of things, 
that the difference in the two packages be very clear. 

The second package does a major job of trying 
to change the tax structure to take care of the problems 
that have been caused by inflation. The first is designed 
for fast, as quick as possible, and on the same progressi
vities as the taxes that were actually paid to g~t the 
money back into the spending stream. 

There are a good many other things in the fact 
sheets. I won't go into those now because I think .we 
ought to go to the questions. 

Q Mr. Seidman, in the President's State of 
the Union, he says some people question the Government's 
ability to make hard decisions and stick with them. Can 
you tell us what took place in the economy and why the 
President has rather drastically shifted his economic 
plan from the .31-point plan he announced a few weeks ago? 

MR. SEIDMAN: First, I think there has been a 
change in emphasis. A great part of the October 8 
speech is still a part of the plari, and there are a 
great many things in there that need to be done that 
will be heipful to our economy. 

I think it is obvious that the economy has gone 
downhill faster, as far as I can remember, than anybody 
predicted when we were at t:tie.summit conference. 

I think the most vital thing in setting economic 
policy is to be in touch with what is really going on and 
design your program to meet the actual_facts as they are. 
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Q Mr. Seidman, how much money would you start 
taking out of the economy with the $1 to $3 imposition 
on the foreign 9rude? What is that, on an annual basis? 

MR. SEIDMAN: About $450 million over the 
three months that it is. in before the new programs hope
fully will. be ertacted. 

,, Q · Say. Congress doesn't approve it. How 
much,'will it take in a year? 

MR. ZARB: Well, $450 a month times t~elve. 

MR. SEIDMAN: It is $450 a month at $3. 

. Q ~y is the tax on barrels $2 for domestic 
and imported crude rather·than changing --

MR. SEIDMAN: ·You better stand up here, Frank, 
so you can get you~ half of the questions. 

MR. ZARB: _What was the question? 

Q Why the same tax on barrels for both 
i.mported and domestic? 

MR. ZARB: There was a notion to go the other · 
way, and in my briefings on the Hill that has been 
raised with me. I think we ought to talk about it during 
our Congressional testimony, the notion being we would 
favor domestic productio'n more if we had a higher tariff 
on stuff coming in externally rather than domesti'c 
stuff. 

The fact is that given our current predicament 
and'between now and 1985 we are going to be consumi'ng 
everything we can produqe domestically plus, ·and there 
is an·awful lot of·incentive to get.us there. 

·. Q Mr. Zarb, on the petroleum business, you 
said two things, it seems to me. One is the President's 
proposal or program to raise the cost of oil and also 
how we will offset·this proposal in tax cuts to put 
money back in the'economy. 

Both of these measures are inflationary'. Why 
didn't he just ration petroleum? 

MR. ZARB: You really asked two questions. 
I am not sure about your conclusions. Did you say 
inflationary or deflationary? 
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Q I said inflationary. 

MR. ZARB: Taking it out is not inflationary; that 
is deflationary. Putting it back is inflationary. 

The first question you raise, I think by implica
tion anyway, if you take it out and put it back, you are 
getting your savings. You have to conclude as the people 
who have worked on this program, particularly the economic 
side have concluded, that you change the center of gravity 
of spending when you take it out in the way of higher taxes 
by higher product taxes and return it through the tax 
mechanism that has been constructed by the Treasury 
people. 

Keep in mind what Bill has said a~d what is in 
the package: The money c·oming out of the economy amounts 
to about $30 billion. When it goes back to the economy, 
particularly to the individual sector, the emphasis is 
on restructuring the tax table, particularly favoring 
middle and lower income people and adjusting for some of 
the inflationary distortions that have come over the years. 

'so, the conclusion that you are taking it with 
one hand and giving it back with the other and therefore, energy 
will continue to rise, I don't think is a valid one and it 
doesn't hold up. 

s.econdly, the President has saio he will use his 
import contr,ol authorities to stand behind this program 
to assure that it work.s. 

Finally, the question of rationing. I would like 
you just to imagine with me, as I have, getting deep into 
the conceptualization of the rationing. schemes, what this 
Nation would look like with a 5- to 10-year rationing 
program. It wouldn't stimulate additional .production. It 
would make the Government make decisions with respect to every 
home and with respect to every business and just some 
examples . which I read about this morning -- and I think they 
are good.ones --when you moved your home from one area to 
another you can imagine the red tape a homeowner would have .· 
to go through to reacquire his Government allocation or · 
if a new business wanted to get started what it would have 
to do to petition the Government for his share of the 
national allocation stamp program. 

And fiJ:lally, when you really look, at t.he downstream 
results of a. rationing program, it is clear, at least to me, 
the way the machinery would work is that those that could 
afford to operate in the white or the black market 
would do pretty well and the people who would ultimately 
be hurt would be the poor people and the middle income 
class people. 
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Mr. Cowan? 

Q . Would y9u ·tell us·· about the price effects on 
fuels in the President's package and in particular, whe.ther 
the Federal Energy Administration will limit the pass
through on some fuels and steer it into others? 

MR. ZARB: The question was· the price· effects 
and I will give you those·in macroterms and tomorrow Eric 
Zausner and others will have a more detailed briefing into 
a lot of the mechanics. 

The price effects are an average of ten cents per 
gallon and, as you know, the industry is permitted to pass 
through to the consumer only what is an increase in cost. 

· ., Your second question as to whether or not we will 
mandate a variation product-by-product has not yet been 
decided. We are examining those alternatives. 

! ·; 

Q The price effect is ten cents· a·· gallon. 
Does that include the effect of the new taxes or is that 
just the decontrol? ' 

MR. ZARB: No, that is decontrol, the tariff and 
the excise tax. ·It is an av.erage across the board. 

Q What about the price import on natural gas 
of decontrol plus the excise tax? ·What would this·be? 

MR. ZARB: The price c·ould be different in intra
state·and interstate. The gas that has:been moving within 
st·ate boundaries ·is .quite high and the variation there would 
probably be very minimal. · In ·intrastate, it would be rather 
significant and I would point this out on that question -
righ:t;- now, today, we are getting a lot.of· mail from people, 
individuals and businesses that have had to put people 
out of work because of a curtailment· of natural gas. If 
there is any area we need to take steps to affect conser
vation and promote further production; if there is any 
priority area right now,· it is natural gas. 

Q Mr. Zarb, in your fact sheet, you have a base 
that y_ou haye a 31 cent interstate natural gas price in 
1974, 35 cents in 1975. It was my impression the Federal 
Power Commission increased that price from 42 cents to 
50 cents. Where did you get these figures? 

MR. ZARB: The answer is that those numbers do 
come out correct when you look at average price and equate 
the low price of intrastate with that of interstate, or 
the other way around. Yes, the other way around, and when 
you average it out that is the way it comes out. We will 
look at those numbers, but my people ~who put them together 
say they are accurate on an average basis. 
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. Q Without going through ,the merits of the over-
all.· energy packa$e, I am sure you wi.ll agree, first,. that 
it is quite contpoversial; and, second, tl"\at .. it is by no 
means assured· -~ favorable rece~tion ~i th .the Congress. 

. . So, my question is, can the administrative 
actions ~nd of it stand a],one in the .. absence of Congressional 
cooperation or approval of the remaining proposals, or d.o 
you have to rethink the entire thing if _Qongress doe.sn 't 
react the way you want it to? 

MR. ZARB: ·I think that is an awfully good question. 
You say it is, _cQntroversial •. I .haven't heard a fully inte
grated plan from anyone, first, to replace this one on a 
point-by-point basis, .so I would bay~ to. look at the 
alternatives. 

Even at that, I think the others, if one were 
produced, it would_. be, as you call it, controversial. 

I think, no, the ability for this Nation to. 
solve its energy problem -- and honestly and sincerely 
become independent -- by setting out specific C()Urses of 
action-now with each action.hav:i.ng its own value in.barrels 
so we know we are getting there and the public knows we are 
getting there, that without the Congress working with the 
Exec~tive, it just can't be ~one. 

Fro~ an energy standpoint, it is my ~Qpe we 
achieve one major thing. and after the Congress hB;s an oppor
tunity to loqk and we have an opportunity-to talk and they 
have an opportunity tosubmit alternatives, that we can 
say to the American people that this Government has a 
national energy program and I hope that happens.mighty quick. 

Q_ Who was the unidentified "I" in the outline 
of questions a~d answers? · 

MR. ZARB: It is a fellow called Harvey and·he 
works in our Public Affairs Department. (Laughter) 

I don't know. It is. just kind of an editorial 
goof, I guess. 
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Q Mr. Zarb, what a,;e t'he unacceptable or 
intolerable inequities that you ref:~rred to as the reason 
for rejecting the alternative of restricting imports? 

MR. ZARB: You restrict imports .as an option, 
which is an option. You then have a subset of options. 
Do you restrict it effective immediately one million barrels 
a day and. allocate the shortage, or, do,'y6u do it gradually? 
Each one of those has its own set of :effects •.. Let's dispose 
of the first, first. ' 

If you did the first withou.t the economy making 
its own selections as to how it was going to take it out of 
the consumption stream, you would affect our Gro·ss National 
Product by about $20 billion and put 400,000 people out of 
work. If you did it gradually, you get the anticipatory 
action of what is going to ~appen next month with respect 
to the Government screwing down on imports, but the most 
significant question is, "Who makes the decisions as to who 
gets what. after you create the shortage?" 

If you conclude that the Government and an expanded 
bureaucracy -- which would be mine -- would be able to go 
out and make those decisions on behalf of American industry 
and the Americanlrdmeowners, that that would be better than 
the economy·making its own decisions, then you would favor 
that kind of routine. 

I would only .remind you to look back at the embargo 
period and, while we had an awful lot of good people working 
awfully hard to do a good job, we had some very major 
difficulties.in,making those decisions on a basis that let 
the economy machine move as it should. 

Q Mr. Seidman, what research or evidence do you 
have that indicates that the American people, as they would 
get this tax rebate for next year, or would have a tax cut, 
would really go out and spend that money, or·might they be 
so frightened by all these drastic actions that they might 
not put it back in the economy? 

MR. SEIDMAN: There is a good deal of research that 
has been done in this area, but no one can be sure. The 
general propensity to spend has been high in the past, and 
we would expect that when some of the uncertainties which 
are now around are out, incluging the ones in the energy 
area and the longer ;range package, which I have talked about, 
is in place, that is. the expected result. 

Again, w~ are talking about people and the way 
people will act. You never can be absolutely sure until 
the event is over. 

Incidentally, while I think of it, on the second 
page there is an error that says 600 billion where it should 
say 500 billion. We made a little mistake there. 
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':'·: Q-: · · Se·cbnd' page of what?-· 

'MR. 'SEIDMAN: Of the· message'··, I a!rt ~ort'y. 

· .. r. ·. ~~-./·.:~ ·' i'' · •.. '. .': . Q · · ·.:: Hr~ · Sel.dJhan, would you g1.ve· us your . 
analysis of the ripple" effect· of- this sof-t< o:f. pri~e 
increase on the American economy?' . . . . 

MR. SEIDMAN: Did you get the $600 reduced 
to $5 00'. · That is ai typo'. ~ 

'' 
The question is? 

' Q The ripple· effect on the economy in terms. 
of price increases al'ld·the impact on the inflation • 

. ·! ; 

· MR·;· SEIDMAN: ·'As you see, if. you look in the· 
briefing sheet, there is an inflation impact statement 
there. The best calculation is that this will cause 

'a· one-time, approxi'mately 2 percent increase in the cost 
of living. 

Q ·Mr: Seidman-- can you exp1ain to us-- Mr. 
Zarb scidd that one. of the ·reasons )iou didn •t go to 
rationing was that rationing doesn't produce any 
additional supplies of energy. Can you explain how 
Q.econtrol of old·oil produces more energy from the,old 
oil fields?;· ·· ·· · 

·;· 

'MR. SEIDMAN: That is Mr< Zarb 's area. 

MR. ZARB: The talk about decontrol and the 
windfall profits scheme--and we ·have sorr:e tax help her~ 
to help us bot!~ better understcfhd h<Y.J th5~s · a:'c:':Jal1y is·· 
goir:g to function -· .. but 'decontrol lets .• the old 
price go to the world price. 

The windfall profits program ha·s the total 
effect of the following: It takes back the first year 
everything that oil. companies would have earned by· virtue 
of this program. 

It also,· incidentally, goes back into the 
base and takes back an additional $3 ··billion, which vie 
.calculate would .have been in effect if 'the· Congre'ss 
would have enacted our.bill last session. 

·. The program. worked out· by· Ways and Means' last 
year :..;.. and I ·am sure it· wil:l be fo:l·lowed again this 
year has a gradual elimination of windfall profits. 
It is a little complicated because then you get the 
dep·ression question and the plowback question that they 
are; debating. · · · · 

·.··, 
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It has the net effect of allowing the oil 
price on an average -- we now have -one tier -- on an 
average rising to a level that,permits significant_ 
exploration'' and development and also prevents a material 
windfall profitsto the oil industry. 

Now, that kind of program, once you set it in 
place and the law is passed, those who are responsible for 
going out and: developing these sources have some degree 
of certainty as to what is going to and what prices are 
likely to look like and they continue their movement. 

If you ration, you dampen demand down to some 
artificial level and keep it at that level and you 
don't have the normal incentives that work beyond the 
other problems we have with rationing. 

Q How does that apply to old oil? 

MR. ZARB: I will get back to you. 

Q How much more will the average family be 
paying in fuel costs when this goes into effect, and how 
much of an increase will that be over what they are paying 
now? 

MR. ZARB: Including in our best estimate without 
conservation, today's consumption levels, best estimate, 
including heating oil, utility bills, gasoline and direct 
petroleum or utility consumption, an average of 
$250 per family. 

I dislike using those numbers because when you 
use an average, you are talking about the family that 
is very wealthy and spend a lot of money, and the 
very poor. 

The calculation, for example, on the no tax
payers -- those who do not pay taxes -- the .calculation 
was that the increase to them would be $44 per adult. 
Now, the.program of return to the nontaxpayer family 
has been an $80 per adult return. 

So, you can see with no numbers there was an 
attempt to make them hold, plus some. When you really 
get down into the calculations that we used to get 
there, you really have to talk to our people who are 
going to have a technical briefing tomorrow. 

Q Can you tell us, you spend $1000 on fuel 
now and you will spend an extra $250? 
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MR. ZARB: The average family spends $950 a 
year. That nUJnber is such. a weighte:d,_ average that --. ..· .·· . . ·. . . . ., 

. Q. I understand how the price incentive would work 
on new oil, but I don't und~±-stand .how-taking off the 
ceilings· and let-ting the price go to the world level 
does anything for old oil. · 

The net effect.will be.to-take everything back 
that the oil companies would .have .enjoyed in one year ' 
the Ways and Means Committee; in their discussions last 
year and with the Adminietration,assistance, developed a 
program which is a gradual phase~out of windfall profits 
so that the price of oil gets up to ·c;t reasonaple level, 
including inflation and including needs for exploration. 

Q On th~ti. point, .. ~re they going to decontrol 
the old oil before they _:pass· _the windfall tax? 

! . . ' . 

MR. ZARB: The President plans at this moment 
.to decontrol the old oil around April l and;Jle is. 
asking the Cong~ess: to pass a windfall profi "l:sc t.~x by that 
time. · · · 

Q Will he do it 
• >'-

any event? That is what J.n 
I am asking. 

MR. ZARB: .. I have told yo,u. what the President .. 
has told me. 

Q What is the basis for assuming that the 
prices of uncontrolled domestic oil will reach world 
prices when your own. figures show'right now ~·$2.50 
difference bet~een uncontrolled domestic oil and the 
imports.· 

MR. ZARB: The gap has been ciosing over the 
last several mc:>nths. If .. you say it is $10.50., if you 
look at the'last several months, you-can see the gap 
closing between the-two . ... 

Q · Why was _there no proposal in the message 
for a tax on automobile horsepower? 
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MR. ZARB: That was one of the options w~ 
examined pretty thoroughly. I don't remember all the 
reasons why .we came to this. conclusion, but we _did come 
to the conclusion it would become a revenue raiser and . 
not have the desired effect. 

., 
That implies that those who can ·buy a big horse

power car, if you put a reasonab.le tax on it, one that 
would not.be unconstitutional and scand~lous, it wouldn't 
make that much difference. 

So, .in the alternative, we preferred to go the 
way we have with the automobile companies, which says this: 
You show us a plan to get a 40 percent reduc-t;ion by 1980 
model _cars'· or improvement on miles per gallon. If you 
dorirt do it, we will ask for legislation _to do -it. 

We think no~ we have that plan, arici we have 
their agreement, and we are working out a method where 
the Department of Transportation will be reporting 
every six months to the American people on progress •. 

. Q. Will you elaborate on that agreement for .. 
us? What happens if Congress doesn't relax the Clean 
Air Act? Will that agreement then be struck? 

MR •. ZARB: I think in fai.rness, that is 
correct. The a1,1tomobile companies. looked at-the auto 
emission requirements and so did·EPA, and we all came to 
the same conclusion that it wa~a reasonable balance 
of things to' effect the necessary savings. 

''( 
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Q TWA is saying the price of the passenger 
ticket will have to go up 21 pe~cent. Does that fit into your 
calculations, and what does this do to the g~ne~al idea of 
mass transportation? · ·· 

·MR. ZARB: Well, mass transportation on a local 
and municipal basis· has been some.what taken into the 
calculations, and I will get back.to your TWA problem. 
I don't want to sidestep that. 

; · The general revenue sharing the P~esident proposes 
will be 'increased by $2 billion, "taking. into consideration. 
that communities have to run subways and buses and other · 
calculable energy uses, so we are attempting to make that 
right because ma·ss tra'nsportati.on is important to energy. 

' ~ ,;_ s; 

The airlines'-are a particular area that we are 
looking at. ·Let me tell you why it is particular. It i.s ·a 
regulated industry, but'that doesn't make it that much 
particular because during the embargo we did some things 
with regulated industries and it worked. 

The: notion of returning certain things to industry 
by virtue of~tax credit arid lowering the tax rate, which 
is occurring here by virtue of the energy program,and the 
stimulus program, is very operative if you are making money. 
But if your. cot•poration· is not making money, you have a 
whole new subset of problems. • · 

When you say 27 or 28 ·percent, you are using a 
rather high elasticity rate,.: because when you use that number, 
you are saying because of this increase fewer people are 
going to buy tickets and as a result you are going to lose 
those revenues. We are looking at the airline numbers along 
with them and seeing whatnot. 

But let me say one more thing on that question. 
If we had gone a different route, as some of our friends 
here this morning suggest that we might think about, including 
rationing, the thing we would be talking about this morning 
is who is going to get a 100 percent of requirements and who 
is going to get 90 percent of requirements and who is going 
to get 80 percent of requirements and the same kinds of 
industries would be in for that kind of a discussion. 

Q A question about the $30 billion figure you 
are using here as the cost of increasing energy prices. Does 
that include such things as the likely effect on air fares, 
the spillover of just the plane fuel oil costs? 
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. M,R; ZJ\RB: The q~estion is, "The residual increases 
~y .yir,~'!-le, Q,~ ·"t:he ~,3o· billion increase in taxes --" and I am 
going, ~to havie to be less than precise on this answer, but 
)<e_ep 'in mipcf')3. couple . of things. The oil industry is allowed 
to pa.ss "t;hrough onJ.Y: .=that much which they incur in extra cost. 
The~e. is ·no mapkup on C!-n excise tax as some have implied. · 

Two, industry in total gets returned approximately 
$6 billion f~qm that $30 billion in .other kinds of revenue 
improvement' measures' directly from the energy package, not 
including the stimulus package. Now, those kinds of 
activities will have an effect on pricing. So, to come to 
the automatic conclusion as some have that there is a geometric 
increase based on this first set of price increases is 
technically and otherwise incorrect, and we have to look at 
it from industry to industry. 

Q Mr. Zarb, can you give us some idea of what you 
anticipate the floor price would be which the President would 
have to protect synthetics and other types of fuels? 

MR. ZARB: The question is, "What type of floor 
price would we have to set to protect synthetics and other 
types of fuels?" 

I would answer that question by saying there are 
two numbers you would have to look at. When you look at the 
outer continental shelf, Alaska exploration and development and 
those kinds of near-term and realizable energy sources, you 
are probably looking at -- I am not saying he is going to 
set this floor price,because he hasn't decided to do it yet 
you are probably looking at about $7.70. 

If you are talking about shale and liquefaction and 
coal and coal gassification, if you are talking about solar 
or geothermal, then you are talking about a whole new set 
of measures, and you don't go with those disciplines using a 
floor price. Instead, you look at each individual development 
and determine whether the Government can help by way of some 
form of guarantee, perhaps, area by area, some form of 
subsidy, some form of stepped up research and development. 

So, the two categories, which some have called the 
exotics and what I consider the mainstream of the future, 
including OCS and Alaska oil, you just look at with a different 
set of numbers and come to different conclusions. 

Q I would like to ask a question concerning the 
possible recessionary effects of the energy plan. You ~poke 
of a loss of 400,000 jobs if import quotas were placed on 
the amount of oil coming in, and since the tariff is 
designed to limit the amount of foreign oil coming in, how 
do you prevent the same job loss effect? 
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MR. ZARB: The conclusions we reached on the job 
loss effect were based on an immediate and abrupt limitation 
starting tomorrow of one million barrels a day less allowed 
into the country. Now, the benefit of the program that the 
President will outline is a more gradual, freer and economic 
program for withdrawing it from the economy and you don't 
have the same effect. It is the abruptness of the change 
that causes the kind of effect it did. 

Somebody wants to talk to Bill Seidman. 
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Q Mr. Seidman, the Conp.;re~w.ional package 
announced earlier this week contains a variety of measures 

MR. S:C:ID7'·5f...N: It is a Democratic package. We have 
a fGw people t:p thf .. n.'e yet, you kn(ht ~ 

Q -- it contains a variety of methods or 
proposals to stimulate· the economy, including low interest 
rates, allocation of credit, emergency housing programs. 
The Pr.esident' s program is entirely in the tax stimulus. 
How does he feel about these other measures? 

MR. SEIDMAN: I think an important part of the 
program, which I am sure you have seen, is the question of 
Federal spending. When you go to stimulation, there are 
two ways to do it,· obviously. That is, for Government to 
spend more or take in less in taxes. I haven't costed out 
that Democratic program yet, b~t I wish some of you would. 

It looks now like the deficits that we are looking 
at are $30 billion to $50 billion for the two years --
30 and 50 or 30 and 45 -- and those are very substantial 
by any measure~ 

Adding any number of those kinds of programs that 
.have been suggested, I think would clearly put the budgetary 
deficits at the kind we have not seen in this country and 
I think in the long-run, would have to be very inflationary. 

Saul? 

Q In the State of the Union and in the fact sheet 
you talk about high energy prices being passed through and 
being largely responsible for the recent inflation. Now, 
you are saying that the higher energy prices are not going to 
be passed through but by about two percent and the geometric 
progresses that others have sought are a mistake. What 
is the basis of that? 

MR. SEIDMAN: First, I don't believe the Message 
says oil prices are largely responsible for our inflation. They 
say they are a substantial factor in it. That is a different 
thing. 

I think if you read the Message as a whole, it says 
that past budgetary deficits are a very substantial part of 
the reason for the inflation. Certainly the oil is. You 
have all seen the arguments among economists and there is 
no question but what this increase, though it is nowhere near 
as big as we have recently experienced, it will cause an 
increase in the cost of living. 
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Q But only by two percent. 

MR. SEIDMAN: That is right, by its direct pass
through and roughl~ that two percent would be $25 billion. 

Q I have a question for both you and Mr. Zarb. 
In the long-t~rm energy package -- looking ahead -- why 
is .there nothing in there that would increase the use of 
mass transit? . And .. I wondered .in the economic incentive 
proposals that·'. ·y6u ha~e put together, why is there nothing 
in terms of specific.economic incentives designed to help 
the most depressed industries instead of across-the-board 
incentiv~s? . 

' • ~ -- I 

MR. S'EIDMAN: First, we do have a very substantial 
mass transit program, as you know, which the President 
signed last year. 

Secondly, you always get down to the question, 
if you are going to try to give the consumer more to spend, 
do you want to d.irect him where to spend it or_ do you want 
to allow him to exercise his own judgment and will he be 
more likely to spend it if you make it so he gets it only 
if he buys a car or will he be more likely to spend it if 
you say, "He.re is the money and you can buy whatever you 
want, ~eally." · 

,_ . 
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Q But you are directing him on the basis of 
the price incentives? 

-MR. SEIDMAN: We are, because for the longrun, 
fuel and energy is one of the very finite resources on 
this globe. Somehow or other we have to use less of it. 
It is a nasty business. We are used to going the other 
way. 

Neither way, whether you go the rationing way 
or the pricing method, is going to be pleasant~ but you 
are allowing the individual the·freedom if you go the 
price method •. 

Q Why wouldn't a new ·Federal program to 
stimulate massively a depressed housing industry create 
more jobs, quicker, since that is the goal of your program, 
than this tax out when you don't know·how people are 
going to spend their money? 

MR. SEIDMAN: Let's take a look at some of the 
numbers. In the first place, the only thing that will 
really g~t the massive housing industry going again is 
lower interest rates. As you know, that is our longest 
term purchase and, therefore, interest rates are the 
~argest part of the purchase price. 

There is no way really to get that ind-us try 
going without a fall in the long-term interest rat•s. 
We have had what you might call pretty massive housing 
subsidy plans, over $20 billion in the last 17 or 18 
months. 

This is a $16 billion tax cut. That industry is 
so large that, in terms of the kind of numbers you are· 
talking about, it appeared to us--and again giving the
consumer his right to decide where he wants to use 'the 
money--that that was the better way to go. 

Q There are no guarantees, as I see your 
plan with the automobiles, that Congress is going to give the 
auto industry -- I guess this is for Mr. Zarb -- Congress 
is going t0 give the auto industry the extension on the 
emission requirements •. 

What.assurances are there the auto industry is 
going to deliver and why not put nonperformance penalties 
into your arrangements with the auto industry? 

MR. ZARB: The original deal that was presented, 
or the original program (Laughter), the original program 
or the original deal was simply this: We asked the auto
mobile companies to come to town. 
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We said we want a couple of things, we want 
your plan as to how you are going to get the 40 percent 
and ·thEm we want 1:o develop a monitoring program that would 
be made public on a continuing basis by'·the Department · 
of Transportation so the Government can analyze what 
you are doing and assure the public that you are keeping 
your word. 

I am not -implying that they wouldn't, but that 
was in comparison to a fiscal or other kind of penalty 
mechanism. 

I would say this, Ed:· If th:l.s works and we 
do get the kind of reductions that we seem to have 
agreement on, and we do it in this way, that seems to 
be more like the American way than the old two by four. 

-Q- If it doean't wo~k? 

MR.- ZARB: The President has already said if it 
doesn't work he is going to ask for legislation. 

Q How inuch basis is :there for your belief 
that we are going to get a million barrel a da:y decr·ease 
in imports at-. the end of the year through this series of 
energy tax measures if in the past year you have had a · 
far larger proportionate price increase and have not gotten 
it? 

MR. ZARB: I would challenge a little your 
conclusion based on the· fact~ Nineteen seven·ty-four 
was about flat with 1973. In some products they were 
under 1973, which was unheard of· in the' history of 
the Republic. 

• ' • --i . t- ' ' -

We th~nk ~f·you·took' ·1974 and 1975 together, 
we would be· up by·· about 10 percent, as I re~all, or 
more based·: on the rate of increase that was: occurring 
in the consumption price. 

If you take a look at what was happening, and 
what did happen, and what you thought would happen 
if you continued down that road, you would come to the 
conclusion as we did, that we could save_petween 800,000 
and 900,000 barrels a day based on these:~pric~ changes 
alone. · ... ;. 

them.· 
I think ·th1Y a:re .,_~aJ.~Q. ~nd 'I think we will get 
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Q Mr. Seidman_, will you please give us a little 
· better explanation of this two percent a year inflationary 
factor? Are you talking about on an annual basis in your 

. inflation impae;t_.,s-t;atement? Doe~. ~.his jl,lst apply to the pricing 
of fuels or does it take :tnto 'cqnsideration the_ripple effects 
~his 'will have on other industries? 

MR. SEIDMAN: This takes into effect, as best we .. ,._ 

can ~alculate it, the total one-time increase that this 
one-ti_me increas,e in price will have on the cost of living. 

- q By "()ne-t ime," do you mean on an annual bas is? 

MR. SEIDMAN: tes, I guess so, if y.pu want to 
say that. It means when you put this in if it all happened 
at once_, . prices would go up two percent • 

. ·· ... _ '' cf The fact you did not include any re·ference in 
the message :to a new·wage-price council, s}l,ould we interpret 
that to mean that you think the pr~s,e.nt a~l'f;ho.rity of the Wage 
and Price Council would be capable of dealing with any 
inflati,ona!'y prices t~at arise ~n the coming year? 

MR. SEIDMAN: We think the Council is doing a 
good job,now. They feel they can.do the job they have with 
their current pow~rs •. At any t.ime that that does, not appear 
sufficient,_ we wi;t.l ask for more. But at this time, it 

. looks like it is doing the job. 

Q ·I would like to ask a question on the pr.ice pass
through·and whether there is going to be any multiplication 
effect. 'Companies don't price proc:h.lcts generally on the' 
basis of after tax income. They price it on the basis of 
cost and mark-ups and this sort of tl'ling, and in addition, 
you' have·a circumstance in which you ar.e :t:>aising the CPI, 
which is going to result.in wage increases through escalator 
clauses. 

Why, under those .circumstances, do you argue· that 
this will be-just a two percent direct effect and there 
will be no later indirect effects? · · 

MR. SEIDMAN: I didn't say that that was so and 
if you take the two percent and multiply it out, it comes 
to more than the 18, but the point of the matter is how 
companies cost depends entirely on what their markets are. 

In many cases, if the market does not allow for 
that increase, the companies may absorb some of it. The 
other side may be that they will get it with the~r normal mark
up. Often they will get it with no mark-up. There is in the 
figure that we have some 20 or 30 percent excess there. 

MR. NESSEN: We have been at it about an hour and 
I think a lot of people will want to file. There are a whole 
series of briefings. 
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Q I have waited a long time to ask a question. 

MR. NESSEN: Ted, everyb.ody has had it for about 
an hour or more. 

There will be a whole series of briefings actually 
stretched· over the next month. If everybody wants to go file, 
you can go file and maybe we will take. another five minutes 
of questions. Let's let the people who want to file go 
and then we cart quiet down·a little bit. 

Ted is striving desperat~ly t6 get his question in. 
Let's have about another five minutes and let a little bit 

·of this sink in. These people are going to be available 
and a lot of other experts are going to.be available. We 
are going to have:a whole series·of briefings.· 

Q The question is for Mr. Seidman. With the 
stimulative effects of the $16 billion 1974 rebate, will 
the effects be greater, less:or abo~t the same if it is 
concentrated :In the ·lower and middle income families rather 
than 12 percent, across·..;.tlie~board? 

MR. SEIDMAN·: First, it. is 12 percent, as you know, 
up to $40,000. 

'. 

·Again,-you have to study what has happened in the 
past, looking at·what our problems are in the economy. 
Obviou'Sly, the slowest industries, the· ol)es ,hardest hit 
are the big ticket industries -- the appliance, automobiles, 
television, many others, housing -- and therefore, going 
higher on the economic brackets may·well produce more 
purchasing in those areas than some of the purchasing that 
might be done in the othe~ areas. · - · 

· · I think, in looking at' ·the tax packages, you have 
to look at the fact that the second, the energy-related 
package which-adjusts for this inflation and which is 
longer term, not just this one-shot, and would go in 'with the 
withholding tables being changed as soon as it went in, would 
move very strongly in the direction of heiping the lower 
income people where spending would be pei?l'iaps on a different 
type of product. · 
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. . Q . Mr ~ Zar,-b, )1ow . ~uch do you expect this to 
increa.,se do~~stic production of oil a,ng why? . 

' .. 

MR. ZARB: That is a very good question, and I 
will a~k you to , r~fer. to the chart.s in your :package, which 
I haven't used, and the chart maker is .very ·Unhappy -
with me because I was supposed to. You all have one of 
these. ,. 

We ha,ve set out a ch.cart, both short~term. a,nd 
long-te~m. effects of the actions- we i:qtend to. ta~e ~ If 
you will look.at .the long-term effect chart, which 
starts out "affects midterm .program, 19 85 ,:" tl::lere is th$ 
answer to your question. If you want to know why, I. will 
have to get into each indj.vidual area. 

Q ·noes your excess profits tax, does it not 
take away from the producer who would otherwise want 
to produce more oil? .Doesn't it. leave him making the 
same profit and, therefore, why would he e;xpand his. 
production? 

MR. ZARB: It does year one, as I have said. I 
will bring it back again to last year's discussion with 
Ways and.Means. The ultimate conclusion was that over 
some unit of time -- and· you can pick four years or · 
·eight years that .have been under discussion -- windfall 
profits would phase out and the world price would prevail. 

Obviously, the conditions.of the world· price 
are going to· effect when that ultimately occurs,. but the 
mechanism provided a means by which the price of domestic 
oil from $5.25 to go up to $7, $7.70,.and whatever the 
appropriate equilibrium price was. 

The certainty of whatever those numbers are, 
the certainty of depletion questions, the certainty of 
plowback, which is a factor, once those issues are settled 
and are written into law, .then we are going to get people 
out there putting money into more exploration. 

As it is now, we are getting a lot of exploration. 
We have more wells drilled than we have had for a long, 
long time~. . The curve on the chart went way up,. 
when the price changed. I have given you these numbers 
and they are based upon the kinds of actions we have 
taken. 

Mr. Seidman would like to talk about that. 

Q One question. Why would a further increase 
in prices increase the amount of exploration? There is 
already a limitation on the amount of equipment available 
now. 
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MR. SEIDMAN: That is a fair question. There 
is a fair amount of restriction with respect to constraint 
with respect to equipment. That principally runs to rigs 
and pipe. I think pipe is coming·under control and we are 
going to be doing some things here in short·orider to help 
the rig situation. 

I think we-can remove that restraint with some 
good actions over a period of time~ 

I will ask the question: How much does it cost 
to go ·out and drill a lot of dry holes in the Atlantic 
outer continental shelf? As you go further into 
these ,frontier areas and begin to question the current 
cost, today's cost of drilling to explore and to find oil, 
I think the ratio now is ten h_oles, one wet and nine dry 
that's pretty close -- the costs have increased substan
tially and when you do it in less and t:hen have ·to 
deliver it down he.re from PET-IV, for example, the 
price changes. ' 

'. Q 
leum falls, we 
Independence. 
have to be? 

You said that if the world price ·of petro
would set a price to protect Project 
How high do you expect that floor will 

. MR. SEIDMAN: I can't give you a technical 
answer.to that question that.I could now defend based 
~m good economics because- that worl< is not. yet· · 
completed. However, the President has asll::ed fpr a·pa~er 
on that issue as soon as the work is completed .• 

But he does want the authorities to require 
the President to se~ that price. We have had testimony 
over the last year, pretty much, by our economic people 
who envision that number being somewhere between $7 and $8. 

I think the $7.70 was one somebody settled on 
because they didn't want to make it $7.50 because it sounded 
made up. 

Q. Could.you.go a little bit deeper into.the 
natural gas deregulation and what the 37 cents excise tax 
would mean? We all want average figures today, so if you 
have got it, fine •. 

MR. SEIP~~; I think the aver~ge means something 
like about 31 30 percen~ increase for natu!"a;l. gas. 
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Q Can I get back to a question about whether a 
10 percent increase in retail prices will really save a 
million barrels a day? Are you talking about saving a 
million barrels of the current level, or what some projection 
is for the end of the year? Can you guarantee a hundred 
percent that a 10 percent increase will make that savings, 
or do you have some reservations about that? 

MR. SEIDMAN: You have two questions there. We 
talked about this before. The savings were set at a level 
of anticipated consumption based upon real Troika estimates 
so everybody could see exactly what formula was being used 
to achieve what level. 

The first cut was an anticipated level of 6.7 
million barrels by the end of 1975, meaning our target would 
be 5.7. But, in our first generation of reports, we had 
a footnote that said we would readjust that target based on 
new issues of the Troika estimate. 

Obviously, if the economy turns around like that, 
we.may want to readjust that target level, but it will be. 
a real million dollars from a point which we would be at if 
we didn't take these specific actions. 

Q Are you positively convinced that this small 
· price increase, relatively speaking, will cut a million 

barrels? 

MR. SEIDMAN: I am convinced these actions in total, 
including our Elk Hills, including our coal ~onservation 
activities, will conserve us a million barrels by 1975, if 
we get the total package. I really am. 

I pointed out earlier that the President is 
committed to stand behind that program by having us fine tune 
the system using export controls if they are necessary to 
make the program successful and somebody has import controls. 

Q Mr. Seidman, in your budget estimate, sir, on 
page 20, which has spending at .. 314 and 349 respectively, do 
these spending estimates include all of the net savings you . 

. ·· pro.pose from the October 8th message and from the subsequent 
proposals that the OMB made and the ones that you say you 
are going to make? 

MR. SEIDMAN: They are the President's budgets. 

Q They would be 17.1 billion higher if you don't 
get any of that? 

MR. SEIDMAN: That is right, you would have a 
$360 billion expenditure. The speech points that out 
specifically. 
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Q Seventeen would get you to 366? 

MR. SEIDMAN: Well;·about that. 

Q The President is asking standby authority 
for gas rationing, among other things? 

MR. SEIDMAN: Yes. 

Q Why didn't he mention that in the State of 
the Union Message? 

MR. SEIDMAN: Because there has to be some 
limitation o~ the ma~y, many things he is doing in both the 
economic and energy area,and in good conscience, we thought 
maybe we shouldn't. subject people to the total load, as they 
say. 

Q Why is he suggesting rationing completely? 

MR. SEIDMAN: No, he has not. The rationing is 
there in the event of an embargo. That is the reason, and 
h.e ·says' that. 

MR. ZARB: Let me add to that. He did address the 
ratipning ·"question in his speech.. He said that he looked 
at rationing, it didn't achieve the desired results and it 
had inequity and residual results that he just thought were 
unacceptable. 

MR •. NESSEN: The thing about the standby on the· 
rationing bill, that is a whole little package to deal 
with emergencies like a new embargo. And I think he 
mentioned in general terms that he was going to ask for 
steps to deal with a new embargo. It is not to deal with 
the day-to-day or'year-to-'year problem of cutting down on 
imports. It· will deal with an emergency. 

Thank you. 

Everybody here will be available and .thei:r staffs 
will be available and my office will be to help.· you in further 
ways. 

END (AT 10:13 A.M. EST) 




