The original documents are located in Box 9, folder “Energy - General (2)” of the Ron
Nessen Papers at the Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Ron Nessen donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.



'MIKE MANSFIELD . .
ONTANA

v

-

Hnited States Senate
Office of the Mujority Teader
Hashington, B.C. 20510

August 1, 1975

The President
The White House
Washington, D.C.

Dear Mr. President:

As we enter the statutory August adjournment, an assessment of
national energy policy is essential. During the past six (6) months, the
federal government has attempted to overcome 40 years of inattention by giving
the highest priority to the development of a national enmergy policy. You have
provided great focus and stimulus to these efforts. I personally have never
witnessed a more intensive undertaking by any Congress and I believe these
efforts by so many have been most productive. However, there remain certain
aspects of the comprehensive program that have yet to be resolved. Among these
are pricing aspects with regard to domestic oil. I believe, however, that even
this difficult determination will soon be achieved. This is particularly so
in view of the fact that on so many energy policy issues there has been sub-
stantial cooperation and accord between the Congress and the Administration.

We have all become more informed on the details of the energy
problem and especially on how energy decisions precipitate economic conse-
quences. I, myself, have advocated a policy of gradual removal of controls
and I believe the development of such a policy will evolve as the legislative
process is permitted to work its will. Over what period and to what price are
questions that can be answered in a legislative forum.

As you know, in the last several days, many of us here in the
Congress have been meeting with Mr. Greenspan, Mr. Zarb and others within the
Administration to the end that a mutually agreeable solution along these lines
would emerge. My impression is that we have come close —— very close -- to
arriving at a satisfactory answer; one that all sides could live with and one
that would demonstrate to the American people that their government —- both
branches, both houses of Congress and both parties -- is working in harmony
to resolve this most difficult issue. As close as we have come, however,
time did not permit the solution to emerge. As a result, we are left in an
extraordinary position. )

Without restraint, oil price increases could seriously damage the

economy at a time when some hopeful signs are beginning to develop in certain
sectors. Without restraint, oil price increases w0ulq provide profit rewards
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of inordinate and unconscionable dimensions and at the cruel expense of those
of our citizens least able to afford enormous price increases. No single
economist, in or out of government, welcomes the all-at-once spectre of
unrestrained oil prices with unrestrained impact on the American consumer.
That the final details of an agreeable pricing formula have not been worked
out, however, does not mean that, at least for the interim, we should not
seek togkther to prevent what all agree would be the disasterous consequences
brought on by the full economic impact of abrupt decontrol and no restraining
or mitigating levers at all, be they aimed at equitable allocations, prices
or profits or offsetting rebates. If allowed to happen, in my judgment, the
damage occasioned would not and could not be rectified.

To avoid such an occurrence is the reason I write this letter. It
is to provide you with my thoughts on this issue which I view with the greatest
degree of concern. It is to advise you that in my judgment the opportunity
exists to enact a sensible oil price policy; one perhaps that will not give
“all sides everything they seek, but one which does not leave the Nation with
the worst of all possible worlds —- as is the situation we face if the
Emergency, Allocation Act is not extended. In my judgment, an extension of
the Allocation Act would avoid for the Nation the "worst of all" options. I
am confident that you will provide the leadership that will permit the con-
structive process of the past six months to continue.

Sincerely,

cc: Hon. Carl Albert
Hon. Thomas P. O'Neill, Jr.
Hon. Hugh Scott
Hon. John J. Rhodes
Hon. Robert C. Byrd

P.S. I believe the added time will permit the completion of a truly national
policy on energy worked out between the branches. We have come a long way
since January, both on energy and economic recovery.



THE WHITE HOUSE

WASHINGTON

August 8, 1975

MEMORANDUM FOR: RON NESSEN
FROM: WARREN RUSTANDLUS‘/@

SUBJECT: White House Conference on
Energy Conservation

I would appreciate your comments and recommendation

on the proposed White House Conference on Energy
Conservation and the President's participation in this

event., Attached is a memorandum outlining the Conference,

I would appreciate-receiving your comments as soon as
possible., Thank you,

COMMENTS




THE WHITE HOUSE

WASHINGTON
July 10, 1975
MEMORANDUM FOR THE PRESIDENT

| @)
i /
AROODY, JR.\

SUBJECT: WHITE HOUSE CONFERENCE ON ENERGY CONSERVATION

THRU: JACK MARS

FROM: WILLIAM J.

B2
PROPOSAL: That a White House Conference on Energy Conservation
be held in Washington in early September, 1975, and that you personally
participate as fully as your schedule will permit.

PURPOSE: To focus national attention on the need for citizens to
conserve energy, voluntarily; to provide Presidential leadership; to
elevate voluntary energy conservation above the legislative battle; to
provide a potential launching pad for an ongoing community-based citizens
energy conservation program.

BACKGROUND: Although there is no disagreement between the.
Congress and the Administration on the need to reduce our wasteful con-
sumption of energy, the concentration on legislative and/or executive
actions to achieve that end has overshadowed the need for citizens and
industry to take voluntary steps to manage their energy consumption more
efficiently.

There is an abundance of Federal programs, aimed at persuading the
public to conserve energy. No less than twelve Federal agencies and/or
departments are conducting advertising campaigns, distributin ublica-

p g g

tions, providing speakers, holding seminars and workshops, etc. By and
large, these fragmented appeals have not succeeded in impressing the

public: recent public opinion surveys conducted by FEA indicate that
energy conservation is considered a pressing problem by only 12% of the

people. Only 37% believe there is a serious energy problem.
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This proposal seeks to gather together all the Federal programs,
and the multitude of energy conservation programs underway in the
orivate sector, and present thern to the public under your leadership.

. PLAN: For this one- or two-day Conference, you may wish to
involve the Congress as co-sponsor. The Conference is timed to
coincide with the re-convening of Congress following the August recess,

The general plar, is to invite approximately 1, 000 leaders who are
or should be deeply involved with energy conservation, to present the
facts of the energy situation, and to discuss ways and means of reducing
energy waste in industry, commerce, transportation and the home. As
in the regional White House Conferences, the emphasis will be on dialogue
between government and the people. Presentations, panel discussions
and audience interaction will be utilized.

RECOMMENDATIONS: That you authorize the Office of Public
Liaison to implement, with the appropriate White House and Cabinet
oifices, these actions:

APPROVE DISAPPROVE

1. Announce Conference & date

2. Announce your participation

w

. Obtain Congress' co-sponsorship

S

. Assemble invitation list & issue
invitations

5.. Obtain funding & staff support for
Conference from appropriate -
Departments and Agencies
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Dear Chairman Staggers:

This is in response to your letier of September 30 regarding the conference
on H.R. 7014 and S. 622.

Perhaps a review of my recent discussions with the Bipartisan
would be useful. The joint meeting was first suggested by Repre m‘xta“'va
O'Neill and Senator Moss. I agreed to participate in such a meeéting whe

t=1
it was clear that the issues had been identified. Further., it was the ¢ n‘2~.

sensus of those present, :'Lv;uzlu.clinér myself, that such a meeting would be
most profitable if it took place aiter the conferees had had several prelim-
inary meetings to narrow the is sues. However, itis impozrtant to note that
H.R. 7014 and S. 622 lack the provisions necessary to fulfill cur energy
requirements. Some provisions would actually increase our dependence on
foreign oil to the detriment of the American people.

I have directed Frank Zarb to meet with you and the conference leaders to
determine when such a meeting could produce the best results.

Since rely,&/ | jﬂ/l/
',,/;{/L _3’ /

Viashington, D.C. 20515

boc:  Albert/0?) elll/McPall/Phll Burton/Rhodes/Michel/Anderson
Dev.gne/clarence Brown/Conable/Sc‘meebell



THE WHITE HOUSE

WASHINGTCN

October 3, 1973

Dear Chairman Jackson:

This is in response to your letter of September 30 regarding the conference
on H.R. 7014 and S. 622. ’

Perhaps a review of my recent discussions with the Bipartisan Leadership
would be useful. The joint meeting was first suggested by Representative
O'Neill and Senator Moss. I agreed to participate in such a meeting when
it was clear that the issues had been identified. Further, it was the con-
sensus of those present, including myself, that such a2 meeting would be . _
most profitable if it took place after the conferees had had several prelim-
inary meetings to narrow the issues. However, it is important to note that
H.R. 7014 and S. 622 lack the provisions necessary to fulfill our energy
requirements. Some provisions would actually increase our dependence on
foreign oil to the detriment of the American people.

I have directed Frank Zarb to meet with you and the conference leaders to
determine when such a meeting could produce the best results.

Sincerely,

oo 7oA

The Honorable Henry M. Jackson
Chairman

Interior and Insular Affairs Committee
United States Senate

<1

Washington, D.C. 20510

bee: Mansfield/Robert Byrd/Moss/Scott/Griffin/Fannin/Tower
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pudiic interest in the area of energy poiicy are in severa;
respecis sharply d*. vergent. e are nonefyl that recanciiiation
o7 these swongrj neld persgectives can and Wwill oe achieved.
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11/14/75

FRANK ZARB ISSUED THE FOLLOWING STATEMENT TODAY:

While the House-Senate Conference Committee on H. R. 7014
apparently has completed work on the final form of the bill

many specifics of the agreement have not been reduced to writing.
The President cannot make a final decision on whether to sign

it until he sees the proposed legislation in its final form and

can gauge possible effects of all provisions. He expects to
receive a copy of the written version next week, study and review
it with FEA Administrator Frank Zarb, and then make a final
decision.

In the interim, the President has agreed to sign a 30-day extension
of present allocation and price controls which are scheduled

to lapse tomorrow.

NOTE: The Senate has passed the 30 day extension. The House
is expected to vote on it Monday.

The above should be used in response to questions on the energy bill.



10/23/75 - from Frank Zarb

The President believes that the action of the Senate on natural gas legislation
represents a step forward toward helping to alleviate the unemployment

and economic hardships that can result from predicted shortages this

winter. It also provides the necessary legislation to begin the process

of clearing away, to increase gas production over the longer term.

The President is hopeful that the House will act promptly to insure that
a comprehensive natural gas bill including both short and long term

measures can be placed on his desk for signature in the near future.



FOR IMMEDIATE RELEASE NOVEMBER 17, 1975°

OFFICE OF THE WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE

PRESS CONFERENCE
OF
HENRY A, KISSINGER
SECRETARY OF STATE
AND
WILLIAM E., SIMON
SECRETARY OF THE TREASURY
ABOARD AIR FORCE ONE

SECRETARY KISSINGER: The overall purpose of the
meeting was to bring together the leaders of the industrial
democracies at a time when their economies were in various
states of recession.

When it was proposed, it was suggested that these
leaders ought to meet to give confidence to their peoples
and to convey to their peoples the sense that they were in
control of their future and were not simply waiting for
blind forces to play themselves out.

So we thought it was a matter of great importance,
one, because for two years we have been maintaining that
the political and economic cohesion of the industrial demo-
cracies was central to the structure of the non-Communist
worlds secondly, because we believed that the interdependence
of these economies makes isolated solutions impossible;
and, thirdly, because we believed that there were a number
of concrete issues on which work had to begin and in which
common action was important.

We spent a great amount of effort within our
Government to prepare for this meeting and there are always
many stories when there are disagreements in the Government,
but this has been an unusual occasion, an unusual way in which
all the departments working together worked out common
positions, common philosophies,and achieved the basic proposals
that were put before the other leaders.

When this conference was called, I think it is
safe to say that some of our friends wanted to use it as an
occasion to blame us or at least to imply that their
economic difficulties could be solved primarily by American
efforts,and others may have had the idea that especially in
the monetary field it could be used to bring about rapid
solutions in which the heads of Government overruled the long
negotiations that had gone on.

MORE
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But as the preparation developed, I think a more
sober spirit grew also and one of our themes was that
economic recovery was meaningless if it started another
spurt of inflation and that what we had to aim for was
stable growth.

The second theme we had to get across is that the
American economy was doing well and that, therefore, the
concerns of other countries that our recovery was too slow
for their own was unjustified.

Thirdly, we had a number of areas,specific ideas,
on how the interdependence of these countries could be carried
out in the field of trade, in the field of economic relations
with the Socialist countries, in the field of monetary affairs,
in the field of energy and in the field of development.

The discussions took place in a really unusually
harmonious spirit. The fears which some of us had that the
others would bring pressure on us to accelerate what we
think is a well-conceived economic program proved unfounded,
and after the President made his extensive intervention of
the first day, explaining our economic program, the other
countries substantially accepted this and indeed seemed to
be appreciative of it.

I think this was a very important event because it
meant that they had more confidence that in looking ahead to
their own future they could count on steady growth in the
‘United States,and since everybody agreed that a substantial
percentage of the recession was psychological, I had the sense
that a consensus emerged that this confidence that developed
in our ability to handle the economic problems was a very
major factor.

In fact, the confidence of the leaders in this
process was shown by the fact that they would talk about
general principles and then turned over the drafting to
either Ministers or experts and that the leaders only spent
about an hour on the declaration.

At first we didn't want any declaration because we
were afraid that we would spend our whole time drafting it
and it didn't turn out that way, and that was important.

In the field of trade, there was an agreement first
that the negotiations on the multilateral trade negotiations
should be completed next year. Secondly, a commitment by
all of the countries there to bring about a substantial
reduction of trade barriers, including in the agricultural
field, and no attempt to hide behind community mandates or
other obstacles.

MORE
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There was also an agreement to accelerate or to
foster negotiations concerning export credits. Bill will
talk about the agreements in the monetary field which put
an end to a debate of years about the nature of the floating
system and the relation between floating and stability which
should end in January in an agreement that should at least
put the field of international finance on a more stable basis
than it has been in a long time.

In the field of energy, there has been an agreement
to cooperate closely or actively on the alternative sources
and on conservation, and I believe this will show up in the
program of the International Bnergy Agency which is in the
process of being negotiated, and which we hope to conclude
by December 15.

In the field of development, we identified the balance
of payments deficits of the developing countries or their
current account deficits as one of the major problems on
which we would work jointly, but we also pointed out that
there is a close relationship between that and the action
that is taken with respect to oil prices. So we believe
that the consuming countries are in an excellent position for
the beginning of the talks on international economic
cooperation that are beginning in the middle of December.

And we agreed to work together in all existing ipstitutions.

To sum up, this unusual meeting of the heads of
Government of the countries that between them produce 70
percent of the world trade represented a commitment to the
conception that our economic problems were long-term, that
there were no gquick fixes to them, that they required a .
. steady cooperative effort, that their political relationship
affected their economic relationship and that their economic
relationship in turn assisted their political cooperation.

And so the free ‘countries vindicated the concept
of their interdependence and laid out a program and a method
for cooperation which we hope will accelerate the recovery
of all of the peoples as well as their cooperation with the
less-developed countries for the benefit of everybody.

But I think Bill ought to explain the monetary
agreement because that is perhaps the single-most significant
thing that happened there.

SECRETARY SIMON: There is no doubt that it was a
significant agreement reached between the French and the
United States which,I believe and most everyone believes,
is going to pave the way for agreement at the Interim Committee
on Overall lMonetary Reform in January. I think that the
agreements that we have reached are a fair and balanced
compromise. Neither side won nor neither side lost.

MORE
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Each has protected its very critical national
interests in a spirit of cooperation. Ve have sought to bring
a convergence of views and this is important. What we are
trying to do is build and expand on these areas of convergence,
and as we succeed in doing this, the whole world community
at large is going to benefit from this.

Now I think that the disparity of views of the
past few years between the French and the United States in
particular on various amendments to the articles of agreement
have obscured the deep mutuality of interest to return to
stable economic and financial conditions in the world and
more orderly and stable exchange rates and that is very
significant because this instability that we have had
contributed as well as resulted from tremendous institutional
financial strains.

Also, the instability created great problems for
many of the countries in the world in taking care of the
erratic price movements and setting economic policies and
restoring stable growth in their own economies.,

Now having said this, because one must look at the
fundamental cause of the problem before we can begin to look
for any of the solutions,which is important, it has been
clear that the French and the United States share some
fundamental agreements on the monetary system, there is no
doubt about that. We both agree that the diversity of
financial arrangements, the floating system, if you will,
has served us well under the present circumstances. It is
actually necessary to take care of the stresses and the
strains that have been brought about by the severe inflation,
recession and, of course, the extraordinary oil : increase.

So having identified the causes, we then must set
about in curing the fundamental problems of this economic
instability and, therefore, the Communique, as it said, dealt
with two aspects of the monetary issue; one, the operational
and, two, the reform of the system.

On the operational side we have reached an under-~
standing that to achieve durable and meaningful stability
in the underlying economic and financial conditions, we have
to provide for mutually cooperative and conciliatory policies
among ourselves, but that national domestic economic policies
must indeed be compatible. The world economy has suffered
from all of the ills that I have spoken about and the under-
lying problem remains with the severe inflation and, of
course, the recession which was caused by this inflation.

On exchange markets,we are going to deal with
erratic movements in exchange rates which, of course, create,
again, an instability. Erratic movements can be defined as
movements that have no underlying economic reason. Ours is
not an attempt to peg any of the currency rates at artificial
levels, but there are erratic movements in financial markets
on occasion that are notdirectly attributable to fundamental
economic events, and at this point intervention policies will
become mutually cooperative and compatible to smooth out
these unstable periods.

HORE
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Q How is that stability going to be brought about?
That is,how is this operation going to work?

SECRETARY SIMON: Well, in two ways. One, I think
a session that was heavily devoted, as Secretary Kissinger
said, to the economic aspects of the world's problems today,
the needed policies -~ cooperative as well as individual =--
that are required for a return to stable economic and
financial conditions are at the foundation of the answer to
your question,

As far as the consultations and the mechanisms
that are going to be established for smoothing out, there is
going to be greatly expanded consultative mechanisms throughout
the world done on a more orderly basis, on a more daily
basis, if you will, by both the central banks, of course,
who do this today, as well as the deputies to the Finance
Ministers and the Finance Ministers themselves,

There will be more constructive meetings of the
Finance Ministers to deal specifically with this issue.

Q Will there be a standing committee of some
kind to advise intervention at a given point?

SECRETARY SIMOW: MNo, the make~-up of this committee
has not heenset yet but we have many standing committees.
We have the Interim Committee, which is the old group of
20 and the group of 10 which will meet and direct itself
right to this issue in December in Paris.

Q The mechanism has not been set up yet, I mean
the mechanism has not been designed as to how this consultative
process will go forward?

SECRETARY SI{ON: The mechanism has been designed
in the liemorandum of Understanding that the French and the
United States initialed today and that the other liinisters
who attended this session and were briefed fully on this are
in general agreement, but until we bring all of the interesteqd
and affected parties together,we cannot say that this is going
to be totally acceptable,although I believe it will be.

SECRETARY KISSINGER: It is safe to say that there
will be a much expanded discussion or consultation among the
Finance liinisters and their deputies as a result of this.

Q Mr. Secretary, as long as we have still got
some video tape left, let me ask you in realistic terms
what you think this conference means to the average
American, Does it mean more jobs or lower prices, and if so,
how?

[IORE
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SECRETARY KISSINGER: Well, if this conference
contributes to an acceleration of economic recovery world-
wide, which it is intended to do; if it contributes to a
lowering of trade barriers, as it is intended to do; and to
greater financial stability, then it will mean more jobs,
perhaps lower prices, better control over inflation and a
degree of cooperation among the industrialized nations,that
will benefit every American,

Q When is this millennium going to come about?
How fast will this process take effect?

' SECRETARY KISSINGER: We have made clear that it is
a long-term process and we are not ever going to be able to
say that on the next day a dramatic change occurred, but
I think that the hopeful processes that are already going
on can be accelerated by the results that occurred here.
The major theme of this meeting was that we have got a
long-term problem, that we are not trying to make quick
fixes but that we can get a stable, steady growth on the
long—~term basis.

Q This mechan.sm that you speak of and that you
can't tell us about, does it have to do with the Federal
Reserve Board and the central banks?

SECRETARY SIMON: Certainly the central banks are
the intervention mechanism and will continue to be, yes,
but it is also going to involve, as it always has, the
Finance Ministers of the various countries, but a formal
mechanism of where the deputies will also be used in this
formal consultative process and the consultative process is going
to be broader than it ever was before, bringing in more nations,
more affected,interested nations into the process.

Q Mr. Secretary, early this year the dollar had
quite a plunge. Had this system you envisage been in effect
then, would the dollar have plunged in relation to other
currencies the way it did?

SECRETARY SIMON: Well, our dollar declined, as
it often does, in response to several factors: one, an
outlook for lower interest rates which is a fundamental
factor in a country always, and, of course, the New York City
problem and the fears of some potential international problem
related to it as well. I would consider factors like this of
a temporary nature and not of a fundamental nature.

Q Speaking of New York City, what did you tell
the European leaders about President Ford's -

SECRETARY SIIMON: I was not asked by any of my
counterparts., I asked them questions as to what they thought
if indeed they had any reason to believe there would be a
problem that I had not thought of before and basically
briefed them on the whole situation because I felt that they
were interested, which indeed they were, but they didn't
cite any significant problem,

MORE
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Q Did they seem to be somewhat reassured by
the presentation that you and the President made on the
problem of Wew York City?

SECRETARY SIliOll: Well, as I spoke to them, they
geemed to be reassured that the situation was indeed well
in hand at this point.

Q You believe it is well in hand then?

SECRETARY SIHON: Well, I have been away for several
days, as you know, so I have to wait and get back. I still
have not seen the total agreement and been able to study it.

I have been too busy doing what I have been doing,

Q Do you think that the Federal Governweit
is going to have to do anything to guarantee the short=-term
bond roll-over problem?

SECRETARY SIIION: I don't think that anything that
comes under the heading of a bail out as far as the present
bondholders are concerned or the note holders is in the
cards, no, But then, again, the City-State program that has
been put up restructures and restructures all the notes that
are held so that would not be required.

You know, you asked Henry a question about the
process we went through here at the economic summit and it
reminded me of the perhaps overused word these days of
interdependence, and it was brought up and very forcefully
brought up in this meeting that the world communities
indivisible, recognizing that national econonic policies are
certainly important, yes, but today this inter-relationship
in the world communities and in the economic and financial
area in particular must be better understood by each of
us. Our policies must be nutually supportive where indeed
they are compatible and meetings like this bring about better
understanding of what our policies are in the United States
and indeed what the policies are in the European community
and in Japan and these are major, these are significant steps
to agreeing about the permanent durable prosperity that we
wish to provide for all of our peoples,

I10RE
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SECRETARY KISSINGER: A good example is that at all
of our previous meetings this year with European leaders, as
I said earlier, there was an undertone that we were not doing
enough. I think that after our presentation on Saturday that
topic never emerged again and everyone was more discussing
how we could support each other's efforts.

Q What is the compromise since I understand that
the central bank has been intervening on the floating dollar?
I mean what compromise did we actually make? 1Is it on the
basis of his consultation?

SECRETARY SIMON: Yes,indeed. You know there is a
danger and there are those == of course one never knows how
people view agreements but there are those who believe that
designed intervention policies mean a zone or a ban or
fixed rates of some kind and that is not the case, but it is
going to be a formal mechanism that is aimed not at setting
any currency at an artificial rate that would contravene the
market forces but one that moves in erratic fashion not
related to underlying economic activity.

Q Mr. Secretary, !Mr. Cormier has asked you before
about what would have happenedback in the spring of this year
when the dollar first declined and then recovered under this
new mechanism. Would those swings have been reduced?

SECRETARY SIMON: I think it is difficult at this
point for me to recall any way, Paul, all of the conditions
that were extant at that time and suggest what would have
occured as far as this consultation method because this is
not only the United States that is going to be reporting and
giving their judgments on the market conditions but all of
the countries involved in this process.

Q So this would be a process much like the open
market committee of the Federal Reserve when it determines
how to intervene in U.S. monetary markets; that is, they
take an ad hoc view of the economy and make some judgments
in private?

SECRETARY SIMON: No, I would not say there is
anything ad hoc about this operation at all., As a matter of
fact, it is designed so it will not be ad hoc in nature,
that it is going to be daily monitoring of all of these
markets with an exchange of information that is going to give
the officials in the United States a greater fundamental
knowledge about what is going on in all of the currencies of
the world.
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Q There will be no automatic criteria for
decision?

SECRETARY SIMON: No, absolutely not., That will be
done on the judgments of the Finance Ministers and the
central bankers, the ultimate judges of this issue,of the
fundamental aspects of the issue at that time,

Q Okay. Will they take a vote and the vote will
be binding or will each country retain sovereignty?

SECRETARY SIMON: No, no, no. There is no vote or
binding in these areas whatsoever. That would really be
impossible and indeed unfair and unworkable. This will be
done just the way that the central bank and ourselves and
the Treasury decide there should be intervention now. We
work together and we usually can agree when indeed it is needed,

Q But if the U.,S. Government, for example, does
not believe it is appropriate to intervene, it believes that
fundamental forces are at work and let us say the French
Government or some combination of other Governments believes
that these are erratic fluctuations, then there is a
stand-off and the United States would not intervene?

SECRETARY SIMON: 1If that occasion arose, you are
correct, we would not intervene.

Q What response did you find to your offer --
the U.S. offer -~ for other countries to invest in our
energy projects, including OPEC?

SECRETARY SIMON: Well, I think it is too early to
tell.

Henry.

SECRETARY KISSINGER: Well, I think the other leaders
considered that one of the most interesting parts of the
President's presentation and they asked a number of gquestions
about how it would work and what we had in mind, and I
would say that they all agreed that that was one of the
most significant proposals, but it has to be worked out by
experts.,

Q You met with Mr. Callahan during the sessions
and did you discuss the problem of seating at the energy
meeting in December?

SECRETARY KISSINGER: I also met with Sauvagnargues.
You mean membership or seating?

MORE
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Q Membership.

SECRETARY KISSINGER: Only in the most general way.
Mr. Callahan explained his point of view to me. As for that
matter jauvagnargues did explain his opposite point of
view to me. Our position is that this is primarily a
matter between the United Kingdom and the European community
in which the United States will not play a principal role.

Q Do you see ..this causing any problem with the
starting of that meeting or do you see a solution?

SECRETARY KISSINGER: A number of compromise solutions
have been proposed. I don't want to put any one of them
forward. There is going to be a European summit on December 2
and we hope that it will be worked out on that occasion.

Q Has there been any discussion on nuclear non-
proliferation of the peaceful plans?

SECRETARY KISSINGER: Not as such, no,

Q Mr. Secretary, on the basis of your Pittsburgh
speech and some other indications, I think some of us have
the idea that the American delegation went to Rambouillet
hoping that out of this would evolve some continuing machinery
for consultation and the Communique speaks only of using the
existing machinery. Did we abandon some idea here?

SECRETARY KISSINGER: You have' the machinery that
was set up under the monetary arrangements in which the
Finance linisters will be in almost daily contact and there
are many other organizationg. There was an agreement that
the Governments concerned would work ccoperatively on all of
these probiems and so there was no formal machinery set up
except the one that grows out of the monetary group and
since the monetary arrangement is exactly the group we
envisage to begin with, there wasn't any sense of setting up
another one with a different hat.

Q Was there any talk about another meeting of this
sort a year from now?

SECRETARY KiSSINGER: Yes, there was talk of another
meeting and the leaders will stay in touch with each other
depending on conditions. If the conditions get critical,
they will meet earlier., If conditicns take the form that .
are now predicted, then they will meet some time during the
course of the next year == within a year, roughly.

MORE



Q Could you gentlemen tell us what role Mr, Shultz
and Dr. Burns played in the monetary agreement? We were told
there were two months of negotiations behind the scenes on this
point and they made a promise.

SECRETARY SIIMON: Arthur Burns plays a very active role,
Arthur attends all of the interim committee meetings with me,
the G~10 meetings and the G-5 meetings that we hold so he is
obviously actively involved in the mechanism,both in setting our
policy back in the United States as well as in negotiations that
I conduct. But Arthur is always, as I say, with me as far as --

Q He 1is?
SECRETARY SIMON: Of course he is., Yes, indeed.
Q What about Shultz?

SECRETARY SIMON: Well, as you remember George Shultz,
I took over from George so this is a continuation really of the
negotiations that George carried on when he was Secretary of
State but other than the preparations of the meeting with the
private citizen group that George Shultz worked on, he had no
active area of involvement in the negotiations on the monetary --

SECRETARY KISSINGER: But he was never Secretary of
State. (Laughter)

SECRETARY SIMON: That is a freudian slip.

Q He had no contacts with his former Finance
Minister colleagues who are now heads of state?

SECRETARY SIMON: Sure, George is very close on a personal
basis to both Chancellor Schmidt and President d-Estaing and
he sees them and talks to them frequently.

Q Did he talk to them as part of this meeting?
SECRETARY SIMON: I doubt ==~

SECRETARY KISSINGER: I think the correct explanation --
there was a group of private experts connected with their
Governments that meet actually less on .the monetary question
than on the other issues. The reason we did it on that basis
was because one didn't want to bring the heads of Government
together if there was not some sense that something significant
would be achieved. So we designated George Shultz to attend
these informal meetings that gave us a sense where the other
Governments were going. I repeat, the monetary matters were
really negotiated primarily by the Treasury Department and
by Ed Yeo, but the other issues were in a preliminary way
explored by a group which George Shultz attended in a private
capacity but still in close touch with Bill and myself and
the President,

MORE g



Q But did he meet or talk with Mr, Giscard and ==

SECRETARY KISSINGER: The process went like this.
The idea of this summit came up first in a vague way at a
meeting that I had with Giscard in May. It was then put
forward in a more formal way at Helsinki by Giscard to the
President. At that point we decided that we would send
somebody around, not quite an official, to give us his judg-
ment of whether it would be worthwhile and George Shultz
went around to see Giscard, Schmidt, Wilson,and reported to us
afterwards that he thought there was a good basis for a summit
and only after we had that report did we make the decision to
go ahead.

We wanted to avoid a situation in which the summit
would deal with only one problem, say, exchange rates, and only
a set of demands made on the United States by the others and
when George Shultz was reassured by that, then the President
decided to go ahead and removed it into formal governmental
channels,

THE PRESS: Thank you.

END



FOR RELEASE AFTER 6 30 L. M., MONDAY NOv. 24, 1975, FOR MONDAY P.M.

STATEMENT BY THE FEDERAL ENERGY ADMINISTRATION

CN THE USE OF CHARTER FLIGHTS

The demands on Administrator Zarb's time this year

have been Severe, and the extra hours gained through selectivé

“use of Air Force support has enabled him tb meet criticéi
schedules in the course of the development of a National
Enerqgy Policy.

Dur;ng his tenure as FEA Administrator, Mr. Zarb has
‘regularly averaged at least a 70-hour work week. He has
testified on the Hill nearly 50 times and has held approx. !
200 individual meetings on'energy legislation with |
Members of Congréss.

In'cairying out 50 out—~of-town speaking éngageménts
(against 464 invitations),accompahiedby meetings with state
and local government officials and concerned citizen organiza-
tions; Mr. Zarb has used a small (8-passenger) twin-engine Air
Force plane 9 times and a small (Piper Navéjo)-chartered air-
craft 4 times. These trips were made oniy when it'wasvnecessary
and extremely urgent to meet pressing schedules to testify at
Congressionai Hearings, to continue negotiations with
Members of Congress on energy.legislation, or to meet with
top~level White House qfficials.

Mr. Zarb last used a Jet Star in early August. The
bulk of the flights were in the January-May period when the

schedule of Congressional hearings was the heaviest.
U e g ¢ i




December 8, 1975

Mail Tally on the Congressional Energy Bill - M from
November 1 to the present:

PRO - 64
CON - 7,131
COMMENT - 2

Mail tally on mail received after Mrs. Ford's CBS interview - taken

from the time of the interview((to November 13:

~10-175

PRO - 10,597
CON - 23,431

Common Situs Picketing: Mail totals more than 350, 000 pieces, This
is the heaviest outpouring for any issue since Ford begrame President.
Even larger than the Nixon pardon. Almost all of the mail is opposed
to the President signing the legilsation.
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THE WHITE HOUSE

FACT SHEET
ENERGY POLICY AND CONSERVATION ACT (8. 622)

THE PRESIDENT TODAY:

. Signed the Energy Policy and Conservation Act,
S. 622, which establishes a modified system of
crude 01l price controls that would be phased
out in 40 months and provides four major elements
of the comprehensive energy legislation he requested
last January.

. Announced that he was removing, effective today,
the $2 per barrel import fee on crude oil that
he previously imposed to reduce imports and
stimulate action on energy independence legislation.

. Indicated he was urging Congress to move immedlately
on other pending energy legislation after 1its
current recess.

Directed the Adminlstrator of FEA to take the
necessary steps to remove allocation and price
controls (other than those on crude prices)
from a majJor segment of the petroleum industry
as soon as possible, iIn order to return much of
the industry to a free market.

BACKGROUND

. In his State of the Union Message last January,
the Presldent announced specific goals to achieve
energy independence.

. Also in January, the Presldent proposed compre-
hensive legislation to conserve energy, increase
domestic energy production, and provide strategilc
reserves and standby authorities to cope with
any future embargo.

Beginning in February, the President imposed a
fee on imported o0il to reduce imports and
stimulate Congressional actlion on national
energy policy legislation.

more
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. During the past year, the President frequently met
with Congressional leaders on his proposed energy
program. At the request of Congressional Leadership,
he delayed implementation of planned import fees and
approved temporary extensions in the existing
allocation and price control authority in order
to glve Congress more time to develop acceptable
energy leglslation.

. In addition to the new legislation, progress toward
the President's energy independence goals include:

- 01l imports are about one million barrels per
day less than estimated one year ago, due pri-
marlily to conservation actions by consumers

and Industry and better than expected weather
conditions.

- near final action in the Congress on other
Administration proposals, including
production from Naval Petroleum Reserves,
deregulation of new natural gas prices, estab-
lishing thermal efficiency standards for new
buildings, and weatherization assistance for
low-income persons.

PRINCIPAL PROVISIONS OF THE BILL

The principal provisions of the Energy Policy and Conservation
Act (S. 622) are:

. Pricing Provisions (amends Emergency Petroleum Allocation
Act)

- Under the existing system of price controls, "old"
crude o0il is subject to an average limit of $5.25
per barrel, and new o1l 1s uncontrolled.

- Under the new system, the average price for all
domestic crude oil is subject to a composite
price limit of $7.66, which can be adjusted
upward. Assuming old oil is controlled at $5.25,
new oil would be controlled initially at $11.28
per barrel.

- The $7.66 composite price can be increased monthly at
the President's discretion:

To adjust for inflation.

To provide a production incentive of not more
than three percent per year.

The two adjustments together may not exceed
10% per year.

- In addition, each 90 days following February 1,
1976, the Administration may take steps to adjust
upward the 3% production incentive and the 10%
overall adjustment limitation. This 1s subject
to disapproval by elther House of Congréss within

15 days.

more
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To continue any production incentive after

February 15, 1977, the Administration must

make a recommendation to Congress which 1is

also subject to disapproval by either House
within 15 days.

After April, 1977, Alaskan oil can be excluded
from the composite price calculation upon a

recommendation from the Administration that 1s
not disapproved by either House within 15 days.

The mandatory control program converts auto-
matically to a discretionary program at the
end of 40 months.

The President is directed to review the current
regulatory system and to dismantle as much of

the current program (other than crude oil prices)
as possible, This includes the price and alloca-
tion controls on wholesalers and retailers, which
are the bulk of those currently controlled by
FEA. Each such deregulation action is permanent,
if not disapproved by elther House of Congress
within 15 days.

Other Provisions

The other provisions of S, 622 contaln several elements
of the President's comprehensive energy program.
These include:

Strategic petroleum reserves similar to the
program proposed by the President, This program
will establish storage of at least 150 million
barrels of petroleum within three years and up
to 400 million barrels in seven years. Although
not tied directly to production from the Naval
Petroleum Reserve (NPR) #1 (Elk Hills, Calif.),
it 1s expected that NPR legislation now before
the Congress will make the important connection
between revenues from NPR-1 and the Strategic
petroleum reserves.

Standby energy emergency authorities that provide
most of the standby authoritlies requested by the
President to deal with severe energy emergencies
that may arise in the future. The Presldent must
develop contingency plans in six months, which

will be reviewed by the Congress prior to implemen- .
tation.

International ener authorities which are necessary
to allow the United States to participate fully in
the International Energy Program.

Coal conversion authorities to permit the conversion
of 01l and gas fired utility and industrial boilers
to coal. An extension of thilis authority was
requested by the Presldent in January.

more



4

-~ Appliance labelling provisions that will require
appliance manufacturers to provide energy ef-
ficlency Information to consumers on major
appliances and set voluntary energy efficilency
targets for the industry.

-~ Automobile efficiency standards for 1980 agreed
to on a voluntary basis earlier this year are
made mandatory in this bill. 1In addition, the
bill sets mandatory standards for 1985. These
standards will have to be evaluated for tech-
nological and economic feasibility, and changes
will be submitted to the Congress, if appropriate.

The bill contalins several other provisions including:

- General Accounting Office audits giving the
Comptroller General authority to audit the records
of persons and companies who are now required to
submit energy data to the Federal government.

- Industrial energy conservation targets are
established for the ten leading energy consuming
industries and are to be monitored by FEA.

- Coal loan guarantees providing financial assistance
to companles opening new coal mines that cannot
obtain credilt from private markets.

- Conservation grants to the States to assist in
the development and implementation of energy
conservation programs.

- Export controls and material allocation authorities
to enhance the Federal government's ability to respond
to energy emergencles.

- Mandatory conservation standards for Federal agencies
to further improve the energy practices of the
Federal government.

IMPACTS OF THE BILL

The bill will initially reduce the average price of
domestic crude oil by about $1.00 per barrel. This
change could reduce retail prices by as much as approxi-
mately 1 cent per gallon from today's levels. By way of
contrast, immediate decontrol could have raised prices
at the retail level by about 5 - 6 cents per gallon.

Compared to imports projected under the current price
control program:

- imports probably will increase by approximately
150,000 barrels per day by the end of 1976, due
to lower initial prices.

- lmports probably will be about 200,000 barrels
per day less after three years, due to future
price increases allowed by the bill.

Removal of price controls at the end of 40 months should
increase domestic production by more than one million
barrels per day by 1985 and reduce imports by about
three million barrels per day.

more



5

Other provisions of the bill will further reduce the
Nation's dependency on foreign oil. The automobile
efficiency standards, appliance labelling provisions,
and extension of the coal conversion authorities could
reduce lmports by almost two million barrels per day by
1985. The strategic petroleum reserve and standby
authorities in the bill will enable the Nation to with-

stand a future embargo of about four million barrels
per day.

NEXT STEPS

. Current oil price controls will remain in effect
until FEA promulgates a rule to implement the new
composite price control system. The new rule must
be effective no later than February 1, 1976.

FEA contemplates continuation of a basic two-tier
pricing system for domestic oil with new oll prices
high enough to insure adequate incentive for
exploration and development of new fields. The

final structure of domestic prices will be determined
through a rule-making procedure to allow all interested
parties an opportunity to express thelr views on the
best pricing program.

The price program that FEA envisions for the entire
40 month program, including the monthly application
of the price escalators allowed in the bill and the
distribution of these escalators among various

catggories of oil, must be in place by March 1,
1976.

FEA will take steps to remove price and allocation
controls on those parts of the petroleum industry
that are downstream from the refinery, primarily
product wholesalers and retallers. The objective
of this effort will be to once again allow the
marketplace to operate so that consumers are not
penalized by an unnecessary regulatory program.

####



COUNCIL ON INTERNATIONAL ECONOMIC POLICY
' WASHINGTON, D.C. 20500

FACT SHEET

INTERNATIONAL ECONOMIC REPORT OF THE PRESIDENT

The fourth International Economic Report of the President, together
with the Annual Report of the Council on International Economic Policy,
was signed by the President and submitted to the Congress today. The
Report describes the Administration's international economic policies,
reviews the international economic events of 1975, and studies the major
international economic issues to which the Administration's policy
responds.

The commencement of economic recovery in 1975 from the most severe
post-war recession was the single achievement of the Administration's
economic policies, overshadowing even the major related economic issues
of high energy costs and international monetary reform. The United
States was the bellweather nation in the gradual world economic recovery
and used its leadership position to work for new trade agreements, new
food, energy and commodity relationships, and the reform of international
lending and credit institutions.

Highlights of the progress achieved by the United States in its interna-
tional economic position in 1975 are listed below.

PROGRESS IN 1975

-~The U.S. economic recovery began in the second quarter with
real GNP rising at a 3.3 percent rate, following a first quarter
decline at a 9.2 percent annual rate. In the third quarter
‘the rapidly recovering economy expanded at a 12 percent rate.
This rate slowed in the fourth quarter to 5.4 percent.

--Inflationary price increases, still high by historical standards,
moderated from the 1972-74 rates. Consumer prices in the United
States rose 9.1 percent and wholesale prices rose 9.2 percent.
Higher prices for energy and energy related materials contributed
significantly to these price rises.

-~The trade balance, in deficit by $2.3 billion in 1974, reversed
dramatically in 1975 to produce a record $11.1 billion surplus.
This #13.4 billion swing was the largest in our history. Ex-
ports of manufactured goods gre at a 11.7 percent annual rate.
Agricultural products continued their important contribution
to U.S. exports with total foreign sales in 1975 at a record
$22 billion level.
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--During the course of the year the dollar appreciated in terms of
nearly all major foreign currencies. On a trade weighted basis,
the value of the dollar at the end of 1975 was 5 percent above the
close of 1974, and also about 5 percent above its level at the
beginning of generalized floating in March 1973,

-~Responding to the economic demands and needs of the less developed
countries, the United States set forth some 40 specific initiatives
at the UN Seventh Special Session in September 1975. The IMF
partially responded later in the year through a major liberalization
of its Compensatory Finance Facility. Other U.S. proposals
remain under discussion.

--The passage of the Energy Policy and Conservation Act represented
the first important step toward implementation of the comprehensive
national energy policy called for by the President in January 1975.
Internationally the Administration pursued its energy policies
in a number of forums, with particular focus on the International
Energy Agency's implementation of its International Energy Program.
It also submitted to Congress the agreement reached with all other
OECD members for a financial Support Fund designed to encourage
cooperation in energy and economic policy.

~--The United States negotiated a long-term grain sales agreement with
the Soviet Union in order to regularize that country's previous
unpredictable and massive interventions in the U.S. grain market.

—--The President met with the heads of the governments of France,
Federal Republic of Germany, Italy, Japan and the United Kingdom
at Rambouillet, France, where agreement was reached on new co-
operative efforts in the areas of world trade, monetary matters,
and raw materials, including energy.

~-Work toward major reforms in the international monetary system
went forward throughout the year. Early in 1976 the IMF's
Interim Committee reached agreement on amendments to the IMF
Articles of Agreement with respect to quotas, exchange rates,
and the role of gold. These negotiations produced the first
major revision of the international monetary system since the
Bretton Woods Conference.

~-The United States continued to provide strong leadership at the
Multilateral Trade Negotiations in Geneva, with the Discussions
gaining momentum throughout the year. The goal is to reach
by 1977 a successful conclusion to these negotiations to reduce
trade barriers and improve the world trading system.

~-While establishing methods to monitor the flow of foreign
investments into the United States, the U.S. policy on inter-
national investment remains fixed in the belief that a free
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market system without artificial barriers or incentives leads
to the most efficient allocation of capital in the world
economy.

CHALLENGES TO PROGRESS: NEW AND OLD

1. Agriculture Trade and Food Reserves

--The long-term international food policy objectives call for
freer trade, increased production of agricultural products,
and a reduction in the rate of population growth as the best
means of dealing with the world's food problems. In response
to more immediate short-run problems, the United States has
pledged $200 million to the International Fund for Agric-
cultural Development, provided that donations by other countries
raise the total to at least $1 billion. Domestically, the
Administration is pursuing a policy of full agricultural
production.

The United States proposed to the International Wheat Council
the establishment of an international grain reserve system
consisting of 30 million tons of food grains.

2. Raw Materials Supplies

~~-The falloff in demand for industrial raw materials in 1975
shifted world concern away from the shortages problems of 1973
and early 1974. This rapid shift in focus highlights the
cyclical nature of raw material markets and prices and the
consequent impact upon developing countries dependent upon
certain commodity exports for foreign exchange earnings.

Though the United States is a resource-rich nation and also

has established a viable materials recycling industry, it
remains dependent on imports for its supply of a number of
essential industrial commodities. This has led to an interest
in commodity agreements for both price stabilization and supply
access. Through 1975 the Administration studied commodity
agreements generally and for six selected nonfuel minerals.

It concluded that the United States' free market policy did not
preclude the maintaining of its position of willingness to
consider participation in commodity agreements on a case- by
case basis. -

3. Energy Supplies

--The interdependence of the world's economies is nowhere more - °
evident than in the supply and price of energy supplies,
particularly oil. Awareness that energy issues fully engage
the economic and political interests of both consuming and
producing nations grew throughout the year. The consuming
nations have begun the process of forging a cooperative energy
program through the International Energy Agency, while consuming
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and producing nations from both the developed and developing
world have commenced a dialogue in the Conference for
International Economic Cooperation. Though international
concern is now focused on petroleum, it is obvious that the
development of alternative, non~fossil, energy resources and
technology will become increasingly important to all nations.

4. Sound Economic Growth

--Though concern continues about the problems of inflation and
unemployment, the underlying fact is that the U.S. economy
is steadily growing healthier. Domestic and international
economic policies are intended to keep the country on an up-
ward path. Another measure of the underlying strength of the
economy are the large number of potentially serious economic
problems that did not materialize in 1975: there was no finan-
cial crisis, the recession did not snowball into cumulative
depression, the price of bread and gasoline did not rise to
a dollar as direly predicted, and the economic difficulties
did not produce corrosive social unrest. The essential
Administration policies to achieve sustained economic
progress call for strengthening the private sector through
Federal budgetary restraint and the refunding of budget savings
to taxpayers by means of tax cuts. Further, it views programs
to cushion unemployment as only temporary remedies as it seeks
to restore the vitality of priate industry where five out of
six American workers are employed today in good, productive
jobs. Finally, it seeks to promote healthy economic growth
and a vigorous private economy by eliminating those government
policies and instittutions that raise prices or interfere with
competition.
These policies focus primarily on the economy of the United
States, but the Administration clearly recognized that the
country's range of economic interests do not stop at its shores.
It is providing leadership to the other major economies of the
world in their recovery from recession and in their priority
efforts to achieve sustainable, non-inflationary growth.

OTHER ISSUES

--Other sections of the Report examine East-West trade, inter-
national investment patterns, labor comparisons, the multi-~
national corporation, export promotion and controls, air trans-
port and ocean shipping, the impact of technology transfer,
international environmental problems, and the developments in
1975 of a Law of the Sea.
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TALKING POINTS FOR FRANK ZARB
FOR MEETING WITH THE PRESIDENT
JANUARY 23, 1976

Of the 13 Titles of the Energy Independence Act

-~ Four have been enacted as part of EPCA:

Title II - Strategic Reserves

Title IV - ESECA Extension

Title XII - Energy Labeling

Title XIII - Standby Authorities

-. One is in conference:

-~ Title I - Naval Petroleum Reserves. A compromise developed
by FEA, Senator Cannon and Congressman Melcher on the
jurisdictional issue has been tentatively approved by the
Committee. The compromise would retain DOD jurisdiction
of NPR's 1, 2, and 3 with full production, but transfer
NPR-4 to Interior. NPR-4 production would not be author-
ized pending completion of a study and submittal of pro-
posed legislation. Proceeds would be used for NPR
production and related facilities, Alaskan production
and the Strategic Reserve System. Conference report is
expected by end of January.

- - Two _have passed the House:

-- Title XI - Winterization Assistance

-- Title X - Building Conservation Standards. Senate Banking
(Chairman Proxmire and Senator Tower) expected to approve
its version of H.R. 8650 containing both Titles within
days. Administration supports House version which channels
weatherization funds through FEA; Senate version channels
funds through CSA.

~-. Qne_has passed the Senate:

-~ Title III - Natural Gas Deregulation. House Commerce
approved Dingell's short-term emergency bill, which does
not include deregulation. Rules Committee will allow
a deregulation floor amendment.
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House Commerce (Staggers, Dingell, Moss, Krueger,
Broyhill, Brown) is holding hearings on deregulation
through January. - FEA testified today in support of
Krueger's bill and an improved version of Pearson-
Benson. Bud Brown has a backup bill which is greatly
inferior to Krueger's.

Floor action probable in early February.

- Two are still in Committee:

T1t1es V and VI - Clean Air Act Amendments. Both House

and Senate started markup on these bills late last -
session. Senate Public Works (Randolph, Muskie, Baker)
has continued during past week. Chairman Randolph indi-
cates Committee will either finish full markup by
February 6 or may separate mobile/stationary issues and
report out automobile standards first.

House Commerce (Rogers, Carter) has not renewed markup
yet this session. Chairman Rogers has indicated target
of mid-February for Committee Report, but this now seems
doubtful. .

Neither House nor Senate bills are consistent with
Administration proposals. FEA maintaining Administration
position and is negotiating with Committees.

- Three have received no action:

1
]

1
1

Title VII - Utilities Act. No action expected in Senate,

Commerce and Government Operatlons Committees, before
March at earliest.

No action by House Commerce before resolution of natural
gas issue. _

Title VIII - Energy Facilities Planning and Development

Act. No prospects for action in near future.

Title IX - Energy Development Security. Anticipated

international agreements may make legislation regarding .
a minimum safeguard price (MSP) unnecessary at this time.
Future legislation may be required if standby authorities
are activated. .

FEA sees 1ittle possibility of passage in presént form of

above three Titles.
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Other Administration initiatives

FEA Extension. Senate Government Operations (Percy,

Ribicoff) and House Commerce (Dingell) not expected

to consider prior to March. Senator Percy is revising -
original Administration proposal in light of. EPCA. FEA
working with Percy and responding to Dingell request
for five-year projection of cost, personnel, etc.

Energy Independence Authority. No action expected in

near future. Referred to Senate and House Banking
Committees.

House - Chairman Reuss, Rep. Johnson (Pa.).
Senate - Chairman Proxmire, Senator Tower.

FEA is canvassing Congress to encourage support and
early action. :

Synthetic Fuels Loan Guarantees. No immediate Senate

action scheduled. House eliminated provision from ERDA
authorization bill in December. House Science and Tech-
nology (Teague, Mosher) plan to act on legislation by
March.

Outer Continental Shelf/Coastal Zone Management. Senate
passed both bills in July. House ad hoc OCS Committee

expected to seek an extension to finish OCS bill by April.

No action on coastal zones before then. FEA supporting
Interior Department in work with ad-hoc committee.
Changes in OCS law may be unacceptable.

" Administration Impact Assistance amendments should be
delivered to Congress next week. Loans and guarantees
($1 billion, until 1990) would be available for all types
of Federal energy resource development. '
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Congressional initiatives

Energy Conservation and Conversion/Energy Taxes. House
passed H.R. 6860 in June. Senate Finance (Long, Curtis)
to take up bill soon, to report own version later in the
year. FEA opposes House bill, but will try to separate
desirable elements, such as insulation tax credits.

Federal Coal Leasing/Surface Mining. Senate passed in
July a bill containing provisions similar to vetoed
H.R. 25, but they would only apply to Federal lands.
House passed.Coal Leasing bill January 21, 1976. Surface
mining will be prime issue of conference.

FEA worked with Interior Department during floor con-
sideration and will continue during conference to oppose
Surface Mining provision of Senate bill and other problems
raised by Interior Department.

-- Energy Data. Senate initiative. Interior Committee
(Jackson) may begin hearings in February. The Committee
clearly intends. to separate data collection agency from
FEA. FEA working with Interior Committee staff to pro-
vide information on FEA's current data collection
capabilities.

Divestiture. Senate Antitrust currently holding minority
hearings (Hruska) on Bayh's S. 2387 vertical divestiture
and Abourozk's S. 489 horizontal.divestiture. Subcommittee
likely to report within next two months. Full committee
action much less certain. Additional floor amendment
efforts likely in Senate. :

House action expected in Small Business Committee (Dingell).
FEA and other departments actively opposing. |
National Energy Mobilization Board. Senate initiative

(Jackson0. Interior hearings likely, perhaps start1ng
in February. FEA opposes concept. )

Coal Conversion. Senate Public Works (Randolph) and Senate
Interior (Jackson) 1ikely to begin markup in February if
Clean Air completed. FEA working with Senate Public Works
Committee on draft legislation prior to markup. Chances
are good for legislation that would improve FEA s current
coal conversion authority.

\
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THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

In my first State of the Union Message more than a year
ago, I set forth goals for regaining energy independence for
the United States. I also outlined a comprehensive and
ambitious national program needed to achieve our energy
goals. The first goal is to reduce our growing rellance on
imported oil.

We have launched energy programs that are possible
within existing authorities and I have asked the Congress
for the additional legislative authority that we must have.
My proposed Energy Independence Act of 1975 contained
thirteen specific programs to encourage energy conservation
and Increase domestic energy production. More recently, I
sent to the Congress proposals dealing with nuclear energy,
investment in energy facilities, and other measures needed
to achieve our goals.

One of the original thirteen proposals was especlally
important because it permitted immediate action to produce
more olil here in the United States. There are only a very
few steps like this that are possible. Generally, 1t takes
three years or more to bring new oil production on line.

Actions to increase domestic o0il productions are
critical because oill imports have grown to the point where
they now account for almost 40% of the petroleum we are
using. We are even more dependent now than we were a
little over two years ago when we experienced the disrup-
tion of an oil embargo.

I am, therefore, pleased to sign into law today the
Naval Petroleum Reserves Production Act of 1976 which puts
in place one more element of our program to reduce
dependence on foreilgn oil.

The Naval Petroleum Reserves had special importance
when they were established over 50 years ago to guarantee
an adequate supply of oil for the U.S. Navy. Today, the
Reserves have even greater importance to the whole Natlon
because they can help reduce our dependence on imported oil
and help stem the outflow of American dollars and Jobs.

This new Act directs the Secretary of the Navy to
commence a vigorous production program from the three Naval
Petroleum Reserves located in California and Wyoming. The
Act also redesignates the fourth Naval Petroleum Reserve in
Alaska as a National Petroleum Reserve and transfers the
Jurisdiction to the Department of the Interior in June 1977.
Production from the Alaskan Reserve 1s not authorized at
this time, but the Act specifically calls upon the President
to submit a development plan and appropriate legislation to
the Congress. Work has already begun on those measures.

more
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The new Act also makes it possible for production from
the Naval Reserves to contribute directly to the creation
of the Strateglc Petroleum Reserve authorized in the Energy
Policy and Conservation Act which I signed on December 22, 1975.
Once established, the Strategic Reserve will provide both a
deterrent to future embargoes and a significant means to
-offset the effects of any future supply interruption.

The Strategic Reserve will permit us to have needed
petroleum much more readily available in the case of an
emergency for our Armed Services and other critical national
needs. »

When in full production, the three Naval Petroleum
Reserves in Californila and Wyoming will provide more than
300,000 barrels of oil per day. The development and pro-
duction of Naval Petroleum Reserve Number One in Elk Hills,
California, will make the biggest contribution.

The U.S. share of this production, about 80 percent,
may be sold at auction and up to 25 percent of that amount
could be set aside for sale to small refiners. At the
President's discretion, all or part of the U.S. share may
be used to bulld up the Strategic Petroleum Reserves. The
Act authorizes use of revenues from the sale of petroleum
for work on the Naval Petroleum Reserves, for the National
Reserve in Alaska, and for the Strategic Petroleum Reserve.

This Act is an important step toward reversing our
declining domestic oil production and it 1is another sign
that we are making progress. Four of my original 13 proposals
were included in the Energy Policy and Conservation Act which
I signed into law on December 22, 1975.

The Congress still has before it 18 major energy
proposals, including those remaining from the original 13
I submitted in January 1975 and others I have submitted
since then. We need those measures to conserve energy and
to lncrease domestic production. Congress must act on those
measures so that we can achieve our national goals for
energy independence.

# ### A
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THE WHITE HOUSE

FACT SHEET

SIGNING OF THE NAVAL PETROLEUM RESERVES
PRODUCTION ACT OF 1976 (H.R. 49)

The President toda{ signed the Naval Petroleum Reserves
9

- Production Act of

76 which:

Authorizes production of petroleum from Reserves 1, 2 and
3, located in Elk Hills, California; Buena Vista, California;
and Teapot Dome, Wyoming.

Transfers Jurisdiction of Reserve Number 4 in Alaska from
the Secretary of the Navy to the Secretary of the Interilor
effective June 1, 1977 and redesignates 1t as a National
Petroleum Reserve.

Calls upon the President to submit to Congress a proposed
development plan and appropriate leglslation to authorize
development and production from the Alaskan Reserve.

The President also urged the Congress to pass the égﬂmajor
energy proposals which are still awaiting action.

BACKGROUND

Leglslation authorizing production from the Naval Petroleum
Reserves was one of thirteen proposals submitted to the
Congress by the President in January 1975 as a part of his
Energy Independence Act.

During the past year, the President has proposed additional
energy legislation, including billls concerned with uranium
enrichment, financing energy facilities, energy resource
development impact assistance and Alaskan natural gas.-
(Eighteen proposals awaiting action were identified in

the President's February 26, 1976, Energy Message.)

Four of the original thirteen proposals were included in
the Energy Policy and Conservation Act which the President
signed on December 22, 1975. The Naval Petroleum Reserve
legislation 1is the fifth proposal now in law,.

PRINCIPAL PROVISIONS OF THE NEW ACT

The principal provisions of the Naval Petroleum Reserves
Production Act are outlined below. Under the previous law,
all of the NPR's were under the Jjurisdiction of the Secretary
of the Navy and were held in reserve for use only in times of
national emergency.

National Petroleum Reserve in Alaska

- NPR-4 1s redesignated as a "national" petroleum reserve

and is transferred effective June 1, 1977, to the Secretary

of the Interior who shall assume all administrative
responsibilities formerly held by the Secretary of the
Navy.

more



2

- Interior shall continue Navy's exploration activities

and report annually to the Congress on further exploration
plans.

- The President is called upon to submit to the Congress
no later than January 1, 1980, a plan for the development
of the Alaskan Reserve, appropriate legislation, and
economic and environmental impact assessments. Develop-
ment plans are to be prepared in consultation with the
State of Alaska and appropriate Federal agencies.

. Naval Petroleum Reserves 1, 2 and 3.

- The Secretary of the Navy 1s directed to begin producing
within 90 days NPR's 1, 2 and 3 at their maximum efficient
rate consistent with sound engineering practices for a
period of 6 years.

- Production can be continued for additional increments of
3 years 1f the President certifies that such production
is in the national interest and neilther House of Congress
disapproves the action within 90 days.

- The Secretary of the Navy is directed to provide storage
and transportation facilities for NPR-1l, within three years
of enactment, to accommodate production of not less than
350,000 barrels of oll per day.

- Sales of the U.S. share of oil (about 80%) shall be made
at public auction to the hlghest bidder for periods not
to exceed one year. Up to 25% is set aside for sale to
small refiners at prevailing market prices.

- The Secretary of the Navy must consult with the Attorney
General on matters which may affect competition and may
not sign a contract inconsistent with anti-trust laws.

~ The President may direct all or part of the U.S. share
to be placed in the Strategic Petroleum Reserve directly
or through exchange agreements. The Strategic Reserve
was authorized by the Energy Policy and Conservation
Act (December 22, 1975).

- Proceeds from the sale of NPR production shall be credited
to a Naval Petroleum Reserve Special Account which, subject
to the appropriations process, shall be made available
for:

. Exploration, development and production of NPR's 1, 2
and 3, and for exploration and study in regard to the
National Petroleum Reserve in Alaska.

. Facilities incident to production and delivery of
petroleum.

. Petroleum and facilities for the Stragetic Petroleum
Reserve.

IMPACT OF THE BILL

. NPR~1 at Elk Hills has proven resources of approximately
1.25 billion barrels of oil -~ one of the largest petroleum
fields in the U.S. Fully developed, it could produce oil at
the rate of 200,000 to 300,000 barrels per day. Current

more
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production is about 2,000 to 3,000 barrels a day,
principally from production to offset private production
in adjolning fields and fouyr tesiting and maintenance
purposes.

NPR-2 at Buena Vista is currently in full production,
allowing a U.S. share of about 600 barrels per day.

NPR-3 at Teapot Dome has reserves of 42.5 million barrels
and could produce at the rate of 21,008 barrels per day.

NPR-4 in Alaska has only 100 million barrels of proven
reserves, but estimates of potential reserves run as
high as 30 billlion barrels,

~/
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Date: __7/21/76

From the desk of The Administrator

To: _Ron Nessen

The attached gives you same idea
of the positions taken by the
Administration and some of the
Congress regarding divestiture.

Frank

Attachments 21"\ Mq"

d

T

(§6
LD

W
. ey

R

Federal Energy Administration
Room 3400 Ext. 6081

. f
v:-



NEWSDAY

July 18, 1976

»vm._

Break Up Big 0i1‘*"m Yes and No

By Frank 6. Zarb

‘ Breakmg up the bxg 011
“companies is worth supporting only
if the new organizational structure
-would help the nation and the
“American consumer,

i Reorganization would be accept-
‘able only if it would improve our
ability to insulate the American
‘economy from the effects of an ac-
tual or threatened oil embargo, di-
‘minish the control of the Organiza-
:tion of Petroleum Exporting Coun-

‘tries over the world price-of oil; and |

‘result in more abundant and secure

-0il supplies at lower prices for the °
American consumer. These should :
‘be the criteria for any evaluation of ;
divestiture or- reorgamzatlon pro-‘

© -posals.

However, there is strong reason ;

'to believe that the bill now before
.the . Senate actually would under-
.mine efforts to. produce more do-
‘mestic oil, strengthen OPEC’s pow-
“er to determme oil prices and in-
‘crease consumer costs. The legisla-
.tion proposes a radical departure
from the government’s traditional
‘antitrust function and seems to ig-

nore the question of its impact on.

our need for energy self-sufficiency.

On June 15, the Senate Judiciary

Committee approved a divestiture

bill, thus setting the stage for a leg- |

islative ‘battle which could deter-
mine the form of government-busi-
ness relations for years to come.

The bill would essentially prohib-
it a large oil company from engag-

-ing domestically in any two of the |

following major industry functions:
production, pipeline transportation,
;or refining-marketing. This could

‘result in less abundant, less secure

.and more costly supphes of petrole-
‘um for American consumers. - -

Those who equate integrated oil

_company operations with. anticom-

.petitive behavior have made the

false assumption that independent
refiners and marketers do not have
“sufficient access to crude oil and
finished products, such as gasoline,
since the major integrated compa-

nies, through ownership of their

own crude oil production and the
pipeline transportation system, can
exclude the independents, thereby
‘limiting their ability to compete.

In actual practice, there is eveéry
indication that the major oil com-
panies themselves do not have any-
thing approaching iron-clad control
over crude supplies. For example,

g

i

‘affected by the pending legislation

iindependent marketers have a high
degree of access to refined products.

cclude the “branded independents”—
.privately owned enterprises that

the 18 major oil firms that would be

produce only 60 per cent of the
crude oil necessary to run their re-
fineries, the remainder being im-
ported or purchased in the domestic
market. Of the 18, only one is total-
ly1 self-sufficient in domestic crude
of

*The facts also suggest - that the

In 1975, for instance, almost 18 per
cent: of- refiner gasoline production
was bought by “unbranded,” inde-
pendent marketers. When you in-

Frank G. Zarb is administrator
of the Federal Energy Adminis-\
tration and executive director of

the Energy Resources Council.
He formerly lned in. Lloyd

Harbor.

“happen to trade ‘under n major com-
pany brands—domestic refiners in

:"that same year sold more than 80

petr cent of their volume of gasoline

- and more than half their volume of
. distillates (diesel fuel, No. 2 heat-
_ing oil, etc) to mdependent may- |

keters

.- Nor does the purported control of
4the majors over large volumes of

" crude supplies seem to have imped-
- ed the entry and expansion of inde-
" pendent. refiners in the market. Bet

tween 1951 and 1975, eight eompa-

nies began refining operations and

. a total of 22 independent refiners
increased their individual refining’
capacities to more than 50,000 bar-|

- rels a day. They built or acquired

.the new capacity to refine almost 3

‘ million barrels a day over the same
- period, and as of Jan. 1, 1975, they
- accounted for 20 per cent of all the
- erude oil refining capaclty in the
- United States.

In fact, as The Washmgton Post
pointed out in a recent editorial op-

. posing the Senate divestiture bill,
-% ... since World War II a num-

ber of new independent refineries

- have been successfully established.

One of them . . . has grown fast
enough to now be on the list of com-
panies that would be broken up by
this bill.”

- Another area in integrated oil
‘company operations where anti-
competitive behaviop could occur is

in the pipeline transportation sys-
‘tem, which is heavxly dominated by

the major oil companies largely be-
cause of the substantial amounts of

-capital needed to build and main-

tain it. However, the system is
closely regulated by the Interstate
Commerce Commission, which pro-
hibits rate discrimination and re-

‘quires that the system be operated

as a common carrier serving all
shlppers

“ The domestic oil mdustry as 1t is
currently organized is clearly capa-
ble of meeting the extremely high

‘capital and technical demands of in-

ereased exploration, development
and production, given certain gov-
ernmental actions to establish a
stable, predictable climate favor-
able to those activities. The process’
of divestiture, on the other hand




would-foree the oil industry into a period of instability and
uncertainty. _ R a T
- This period of flux could involve a decade or more of
litigation to adjudicate the numerous conflicting claims
of all those with a direct interest in the outcome of
divestiture. During this period capital spending by the
affected companies would be sharply reduced, and indus-
try management efforts would be diverted from the de-
velopment of environmentally sound energy supplies to
the. administrative problems associated with divestiture.
The net result of both would be to reduce domestic ener-
gy supplies and increase dependence of imported oil. ‘
It .is simply naive to expect any corporation to re-
‘structure itself radically without experiencing a period
‘of decreasing productive activity. In addition, companies
affected by divestiture would- have reduced incentives
and capabilities to make large capital investments while
they are faced with such uncertainty, In short, expect-
ing the U.S. oil industry and the financial community to
cooperate productively and efficiently and make an un-
interrupted contribution to national energy goals during
a prolonged process of divestiture is not realistic..

- The process of divestiture might result in an industry
in which capital could be raised only at comparatively
‘higher interest rates, leading to increased operating
costs, and, ultimately, to-higher consumer prices-—pre-
cisely the opposite of the effect sought by the proponents
of divestiture. R -

- And should the proponents of divestiture then seek to
restrain the resulting higher prices through controls, the
ability of the fragmented domestic oil industry to engage
in greater productivity would be further curtailed, lead-
4ing to-even greater vulnerability to interruptions of sup-
ply and increases in the price of imported oil. ‘

Apart from the effects of divestiture on the produc-
tion of domestic oil, an equally important consideration
is its impact on the relationship of the United States to
OPEC. There is no evidence that nonintegrated U.S. oil
companies could bargain with the cartel more effectively
than larger, vertically integrated firms to assure more
secure supplies at lower prices.

" The assertion that the companies are the willing in-
strument of the cartel in setting and maintaining prices
will not bear scrutiny. The price of oil is a function of
supply and demand. If the cartel can control production
so that available oil supplies will support the price they
decree, they effectively control the market. And with
the continuing nationalization of oil company assets
overseas, it is the cartel and its member countries that
are now in a position to decide the volume of oil that will
be produced, not the companies. ‘

. It'has also been said that when decreased cartel pro-
duction . is necessary to support increased prices, the
companies act as a mechanism through which propor-
tional shares -of the reduced production are allocated to
the member states of OPEC. But the fact remains that
this pro-rationing of decreased production is simply not
‘essential. s

" One member of the cartel, Saudi Arabia, has such a
large . production capacity and such a relatively small
need for oil revenues that it can absorb the entire pro-
duction decrease necessary to support any given price.
As long as the Saudis are willing to support the stability
of the ecartel by shutting in.their production—a decision
over which the companies have no control—OPEC will
continue to dominate the supply, and, .therefore, the
price of oil. ) R
. 1f we are to produce more energy at reasonable prices,
we must complete the implementation of a five-point
natignal energy program: SRS : o
.. 1. Decrease the growth rate of U.S. energy consump-
tion from an historic 3.6 per cent to something less than
2.8 percent; . - o - : ;

2. Increase domestic oil production from the current 8

million barrels per day to 12 million barrels per day, and
increase domestic natura! gas production from 20 trillion
cubic feet per year to 23 trillion cubic feet per year;

. 3. Increase domestic coal production from the present
‘annual rate of 603 million tons to one billion tons; '
i 4. Increase electricity generated by nuclear power
“from today’s level of 9 per cent to 26 per cent; and

" 5. Complete a national oil stockpile program giving
“this nation sufficient protection against the threat of
future embargoes. - ;
.~ The implementation of these five points, or equally
(effective substitutes, will require deliberate and painful
policy-making on a number of complex issues. There is
no easy way out, but one thing is clear: We have the
natural, financial and technological resources to get the
jobdone. - . . L -

. As popular as the notion may seem, the divestiture
legislation presently being considered simply does not
help toprovide or. conserve more energy,. Indeed; the
debate only;diyerts attention from.the\tough energy:de-
cisions that this natiorf:mnstface., Dy ys snrs suxs adus




By Bhillp A. Hart

It happened in mid-sentence dur-
ing a Senate antitrust and monopo-
ly subcommittee hearing a couple of
years ago:l went blank and couldn’t

think of a single example of a com- -

petitive industry. Stumped, I
turned to’ the staff. No suggestxons
*1 tossed the question to the audi-
"ence—-about 150 persons who work
in.industry.or follow antitrust mat-

“ters closely, or both, Silence. - = %

That memory comes back now be-
cause it seems te typify a problem
of those who favor divestiture for

“the oil industry. We argue that this

will bring consumers the benefits of
~competition. We get back blank
* looks.

People are- hard put to 1magme
what a competitive oil industry
would look or act like. They are es-
pecially hard put to imagine how
competition would affect consum-
ers.

Frankly, I should have reahzed
long ago that murmuring “competi-

“tion” doesn’t automatically bring

"blissful visions to consumers’-

‘minds. They don’t often get a
chance to see it practlced——even in

this land supposedly dedicated to. |

the free enterprise system..

Every one of our -basic mdus-
tries—such’as steel, autos, copper,
~computers, communications—‘_are
dominated by a handful of compa-
nies that are able to control their
market instead of being controlled
by it. In a country’of ‘more than
300,000 manufacturing concerns,
200 control more than two thirds. of -
total manufacturing assets,

The oil industry also suffers from
a lack of competition. It is not de-
fined as easily as some- other indus-
tries in terms of concéntration of
ownership figures, But the bottom
line is that there is no free market
in crude oil or refined produets. -

The top oil firms own more than

79 per cent of crude reserves direct-.

ly. When indirect control is added

Sen. Philip A.”Hart (D-Mich.) is
retiring at the end of this year
after three terms in the U.S.
Senate. He is chairman of the
Senate subcommittee on anti-
trust and monopoly.
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| —in thé operatxon bf Jomt produc-.
ing leases and such—the figure hits .
90 per cent. The industry spokes-.

men tell us there are 10,000 produe-
ers. So the other 9,980 must contro}
10 per cent of the reserves.

" Consider these other barometei‘s

of concentration in the industry. In
1972, the top eight refiners had 56

" per cent of production. The top 20

had 84 per cent. Crude oil is gener-
ally sold-to<the pipeline on which it
travels, and in-1973, 92 per cent of
crude oil “-upments were carried in
the majors’ lines (the top 18 com-
panies in volume of crude produc-
tion, refining and marketing are in-

. cluded among the- “maJors”) The

same year the majors’ pipelines car-
ried 76 per cent of the refined oil

_products in-the country.-And in

1974, the top refiners held 80 per

.cent of the domestic market, That |

type of control by a group of com-
panies that meet each other daily as
partners in production, transporta-

tion and/or marketing thoroughly
dilutes free markets in this indus-’
_try and makes nonintegrated com-
.panies less than free-wheeling com-

petitors. ‘The loser, ultlmately, is
the consumer.

During the debate on the wisdom

of divestiture for this industry, we

are often asked: How much money
will ‘the consumer save? Frankly, I
haven’t the faintest idea. Nor, I am
sure; does anyone short of God. We
do know that i you take an indus-
try that is not competitive and
make it competitive, there is a

-downward pressure on prices.

- At the moment this industry is
dominated by an international car-
tel that may or may not hold to-

-gether after divestiture. If it holds,

the OPEC countries have an-
nounced_they intend to continue to
raise crude prices.- But that will not
be as.easy after-divestiture.

-Then the companies buying the
oil will not have an incentive to just
pay the asking price. They will be

‘the largest refiners in.the world,

the ones buying 95 per cent of the
OPEC crude, and they will be get-
ting their profits solely from refin-

ing and marketing. In other words,

they will be tough negotxators and
price-shoppers.

Today the major 1ntegrated oil
companies have no incentive to bar-
gain for lower prices. They have a
stake in price increases. That’s be-
cause their own reserves increase in
value each time the world price is
hiked. The magnitude of that incen-
tive is impressive. For example, a
$1 increase for a barrel of crude

‘means theé value of the reserves
that Exxon, Atlantic-Richfield and
Sohio/BP hold just in Prudhoe Bay,

Alaska, increases by $10 billion.
That’s the kind of condition in

‘'which sweetheart contracts flour-
‘ish. - OPEC scratches the oil com-
‘panies’ back, and vice versa. On the
‘other hand, we do know that ‘with

the 5 per cent of the OPEC produc-
tion now being purchased by nonin-
tegrated refiners there has been
some eroding of the cartel price.

So there is every reason to believe

that competxtlon over the years

would keep prices from rising as
fast and as high as they would

‘without competition. For consum-

ers, the stake is considerable. Ev-

.ery time gasoline, goes up one cent a



gallon, consumers spend $1

ybillion more each year to:

buy it.
. But saving money is not
“the only benefit competition

" promises consumers. The al--

most universal trait of mo-
“nopolists is their comfort,
They don’t have to hustle—

“and they usually don’t.

Therefore inefficiencies
creep in; technological ad-
vances are slow to be made

~or implemented. In general,

_there are signs of stagna-
tion in the industry. As
Business Week magazine
reported last month.“Coms-
~pared with- their sales vol-
ume, big oil companies have

never spent heavily on re-:

‘search and developmenb—-at
“least the engineering kind.
Ford Motor Company’s bud-

' get alone exceeds the $715
million that oil companies, |

with combined sales of $175
billion, reported.”

~ On the average, the oil in-
dustry .last year spent less
_than one half of one per
cent of sales dollars on re-
search and development.

" One company, Phillips

Petroleum Company, broke
" down its research and devel-
opment expenditures like

this: More than 50 per cent

went to research on chemi-
cals, including fibers and
‘plastic. Fifteen to 25 per

cent went to finding im-

“proved techniques to discov-
~er and evaluate oil and min-
eral deposits.
- Evidence of the ineffi-
ciency of the majors shows
up at the service station:
< The nonintegrated indepen-
dents traditionally under-
‘sell the majors by three to
five cents a gallon. Robert
Yancey, president of Ash-
land 0Qil, a large indepen-
dent refiner, told the sub-
committee he could *‘spot
the majors a dollar a barrel
and st111 beat them at the

pump.”

Clearly, the only notice-
able competition in the in-
dustry comes from the inde-
pendents. The indepen-

. dents, not the majors, came
.up with new marketing
techniques, such as un-
‘manned “gas-and-go”’ sta-

tions. Innovations like this
and lower prices helped
them capture about 25 per

eent of the market. That
. took a bit of hustling,

Incidentally, after the

subcommittee members
thought about the competi-

_tion question a bit, we did

come up with a very good

. example of a competitive in-
.- dustry—the hand-held cal-

culator industry. As you

“may recall, about five years
; ago when they first began
. appearing, you had to pay
. $300 to $500 for a model that
- today sells for less than
©3100. And you can now buy
“simple models for less than
- $10. What made the differ-
i ence? Competition. That’s

what brought improvements
in technology, lower prices
ind a good deal of other
oeneflts for consumers. -

* Wouldn’t it be nice to-see
2% little!of thatlm {he oﬂ in=
ustryP Dot i
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THE WHITE HOUSE

FACT SHEET

FEDERAL ENERGY OFFICE
EXECUTIVE ORDER

The President today signed an Executive Order establishing the
Federal Energy Office in the Executive Office of the President
and transferring to the FEO functions and resources of the
Federal Energy Administration which expires on July 30, 1976.

BACKGROUND

- The Federal Energy Administration was established
by P.L. 93-275 of May 7., 1974.

- The FEA was assigned additional responsibilities
by the Energy Supply and Environmental Coordination
Act (ESECA) of 1974 and the Energy Policy and
Conservation Act of December 1975. Since May 1974,
additional responsibilities have been delegated to
FEA pursuant to the Emergency Petroleum Allocation
Act of 1973, the Defense Production Act of 1950,
the Energy Reorganization Act of 1974. and the
Trade Expansion Act of 1962.

- In February 1976. the President asked the Congress
to extend the FEA for 39 months beyond its June 30,
1976 expiration date.

- On June 1, 1976, the House passed a bill extending
the FEA for 18 months (H.R. 12169) and on June 16,
1976, the Senate passed a bill (S. 2872) extending
the FEA for 15 months. Both bills include provisions
unrelated to the extension.

- On June 30, the President signed a bill extending
the FEA expiration date from June 30 to July 30, 1976.

- House and Senate Conferees have worked on a com-~
promise bill but final action cannot be completed
on legislation before the July 30, 1976, expiration
date of FEA.

EXECUTIVE ORDER

The principal purpose of the Executive Order i1s to maintain
organizational continuity and stability so that essential FEA

programs could be carried out. The principal provisions of the
Executive Order are those which:

-~ Establish the FEA in the Executive Office of the
President effective July 31, 1976.

- Transfer to the FEO Administrator the functions,
resources, and personnel previously assigned to FEA,

~ Delegate to the FEO Administrator certain authorities

previously delegated to or vested in the FEA under
the Acts listed above.
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THE WHITE HOUSE

EXECUTIVE ORDER

) PERFORMANCE BY THE FEDERAL EWERGY OFFICE OF
ENERGY FUNCTIONS OF THE FEDERAL EWNERGY ADMINISTRATIO:

By virtue of the authority vested in me by the Constitution
and statutes of the United States of America, including the Energy
Policy and Conservation Act (89 Stat., 871, 42 U.S.C. 6201 et seq.),
the Emergency Petroleum Allocation Act of 1973, as amended
(15 U.5.C. 751 et seq.), the Energy Supply and Environmental
Coordination Act of 1974 (88 Stat. 246, 15 U.S.C. 791 et seq.),
the Defense Production Act of 1950, as amended (50 U.S.C. App. 2061
et seq.), the Energy Reorganization Act of 1974 (88 Stat. 1233,

T2 U.S.c. 5801 et seq.), Section 202 of the Budget and Accounting
Procedures Act of 1950 (31 U.S.C. 581c), Section 232 of the

Trade Expansion Act of 1962, as amended (19 U.S.C. 13862),

Section 301 of Title 5 of the United States Code, and Section 3301
of Title 5 of the United States Code, and consistent with the
provisions of 5 CFR 351.301, and as President of the United

States of America, it is hereby ordered as follows:

Section 1. There is hereby established in the Executlve
Office of the President a Federal Energy Office, which shall
be under the immediate supervision and direction of an
Administrator of the Federal Energy Office, hereinafter referred
to as the Administrator, who shall be appointed by the President.
The Administrator shall be compensated at the rate now or
hereafter prescribed by law for level II of the Executive
Schedule,

Sec. 2. Within the framework of the Energy Resources
Council, the Administrator shall advise the President with
respect to the establishment and integration of domestic and
foreign policies relating to the production, conservation,
use, control, distribution, and allocation of energy and
with respect to all other energy matters, and shall perform
such other functions as may be delegated to him pursuant to law.

Sec. 3. There shall be in the Federal Energy Offlce
the following officers each of whom shall be appointed by
the President and each of whom shall recelve corpensation
at the rate now or hereafter prescribed by law for that
level of the Executive Schedule indicated: Two deputy
administrators (level III); six assistant administrators
(level IV); a general counsel (level IV); and a director
of intergovernmental, regional and special relations
(level V).

Sec. 4, The Administrator 1s hereby designated,
pursuant to section 14 of the Energy Supply and Environ-
mental Coordination Act of 1974, as the Federal Energy
Administrator for purposes of the Inergy Supply and
Environmental Coordination Act of 1974, and section 119
of the Clean Air Act, as amended (42 U.S.C. 1357).

more
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Sec. 5., The Federal Energy Office established by
this order is designated the agency to carry out all
functions vested in the Administrator of the Federal
Energy Administration under the Lnergy Policy and
Conservation Act.

Sec. 6. There is hereby delegated to the Administrator
all the authority that was delegated to the Administrator
of the Federal Energy Administration pursuant to Executive
Order No. 11790 of June 25, 1974 and Executive Order
No. 11912 of April 13, 1976.

Sec. 7. The Administrator is designated a member of
the Energy Resources Council established by the Energy
Reorganization Act of 1974 and Executive Order No, 11814
of October 11, 1974, as amended, and shall perforn the
functions assigned by the President and by the Chairman
of the Council, who is the Secretary of Comnerce, to the
Administrator of the Federal Energy Administration.

Sec. 8. The Administrator shall exercise the functions
of the Administrator of the Federal Energy Administration
under Proclamation Wo. 3279, as amended.

Sec. 9. (a) All orders, rules, regulations, rulincs,
interpretations, or other directives issued or pending, all
rule making, judicial or administrative proceedings commenced
or pending, all voluntary agreements, plans of action, and
all other actions commenced or taken by, under the authority
of or ratified by the Administrator of the Federal Energy
Administration prior to the effective date of this order that
would be valid under the authority delegated or transferred
by this order, are hereby continued, confirmed, ratified and
made effective under this order and shall remain in full
force and effect, unless or until altered, amended, or revoked
by the Administrator or by such competent authority as he may
specify.

(b) All personnel, property, records, contracts, oblica-
tions, cooperative agreements, rights, and unexpended balances
of appropriations, allocations, and other funds employed, used,
held, available, or to be made available, in connection with
functions of the Administrator of the Federal Energy Administra-
tion are hereby transferred to the Federal Lnergy Office.

(c) The Administrator is authorized to exercise the
authority of the President under the Defense Production Act
of 1950, as amended, to establish not more than eight positions
and to appoint individuals to such positions compensated at
the rate now or hereafter prescribed by law for level V of
the Executive Schedule.

(d) All individuals who, immediately prior to the
effective date of this order, are serving in or have been
nominated to positions under the Federal Energy Administration
Act of 1974, which correspond to the positions established in
the Federal Energy Office by sectlons 1 and 3 of this order
are, on the effective date of this order, anpointed to the
posltions established in the Federal Energy Office by
sectlions 1 and 3 of this order.

nore
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(e) All individuals appointed to and serving in
positions in grades GS-156, 17 and 13 pursuant to the Federal
Energy Administration Act of 1974, which appointments have
been approved as to classification and qualifications by the
Civil Service Commission, shall be continued in such grade
unless any such position is determined by the Civil Service
Conmission to involve responsibilities substantially less
than those responsibilities involved when originally es~
tablished pursuant to the Federal Energsy Administration Act
of 1974. Continuation in such grades shall also be subject
to allotment by the Civil Service Conmission of available
positions in grades GS-16, 17 and 18. The Civil Service
Commission shall discharge its responsibilities with respect
to the allotment of positions in grades GS-16, 17 and 18 by
providing, consistent with law, the efficiency of the Civil
Service, and the provisions of this order, for the allotment
of sufficient positions in grades GS-16, 17 and 13 to carry
out the first sentence of this subsection (e) and to provide
for such additional positions as the Administrator and the
Civil Service Commission deem necessary.

(f) Nothing in the order shall affect rights to
reemployment under the provisions of section 5(a)(1l)(B) of
the Emergency Petroleum Allocation Act of 1973, as amended,
or section 212(g) of the Economic Stabilization Act of 1970,
as amended. Any employee transferred pursuant to subsection (b)
of this section having a right to reemployment under the
provisions of section 28 of the Federal Energy Adninistration
Act of 1974 shall retain that right during the period of his
employnent with the Federal Energy Office established by this
order. Any employee of the Federal government appointed,
without a break in service of one or more work days, to any
position in the Federal Energy Office established by this
order shall have the rights of reemployment provided by

subpart B of Part 352 of title 5 of the Code of Federal
Regulations.

Sec. 10. The Administrator shall, before promulgating
proposed rules, regulations, or policies affecting the
quality of the environment, provide a period of not less
than five working days from receipt of notice of the proposed
action during which the Administrator of the Environmental
Protection Agency may provide written comments concerning
the 1lmpact of such rules, regulations, or policies on the
quality of the environment. Such corments shall be published
along with public notice of the proposed action. The review
required by this section may be walved for a veriod of 14 days
if there is an emergency situation which, in the judgment of
the Administrator, requires inmmediate action.

Sec. 11. The Adninistrator of General Services shall
provide, on a reimbursable basis, such administrative support
as may be needed by the Federal knergy Office. All departments
and agencies of the Lxecutive branch shall, to the extent
permitted by law, provide assistance and information to the
Adniinistrator of the Federal Energy Office.

Sec. 12. This order shall becone effective on July 31, 1976.

GERALD R. FORD

THE WHITE HOUSE,
July 3C, 1976,

#ot#AR
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THE SECRETARY OF COMMERCE
Washington, D.C. 20230

Dear Editor:

I am very much concerned by the thrust of Jack
Kilpatrick's mid-September column on "energy policy."
I agree that for many the energy problem no longer
conveys a "sense of urgency." he gas lines are gone;
the fear of heating-oil shortages is no longer with us;
even the increasing shortages of natural gas seem no
longer to concern most people.

At the same time, it is not fair to say that no one
is taking action. The Administration has a comprehensive
energy policy and has proposed a set of programs to
implement that policy. President Ford's February 1976
energy statement, the National Energy Outlook which backed
it up, and persistent efforts by the Administration
throughout the year to achieve a realization of the need
for those policies and programs are all a matter of record.
The Administration's energy program contained 13 major
legislative proposals; 28 Congressional committees and
79 subcommittees held hearings on it; and Administration
officials testified on it 470 times.

The problem is that, in an election year, we have not
been able to stir the public and the Congress to sufficient
action. It has grown fashionable to encourage the public
to assume that, with love, a smile, and the easy rhetoric
of intervention and reform, hard problems will somehow
resolve themselves. This is the stuff that dreams are
made of. It is not the basis for reasonable, real world
problem solving. It does not honestly represent, for all
its nostalgic appeal, the spirit of courageous, often
painful, enterprise through which American independence
has been gained and expanded.

[



Solutions to our energy problems are not born from
dreams. They require honest, practical and inventive realism
and specific policy and programmatic initiatives. The
President's 1976 energy policy was carefully wrought on the
basis of such realism.

For example, the President's program would encourage
greater use of coal, our most abundant energy source,
through conversion of our utilities to coal and through
assistance to resolve the barriers to private sector
investment in synthetic fuels. The President's program also
provides for deregulation of oil and gas to encourage
greater investment in domestic production. Further, we must
achieve a greater degree of energy conservation. Part of
the President's conservation program has been enacted, but
not all of it.

Nevertheless, I share Mr. Kilpatrick's concern. If no
action had been taken this year, oil imports in 1985 would
have amounted to nearly 12 million barrels/day; with the
actions taken, such imports will still be approximately 7
million barrels/day; if the balance of the President's
program is enacted, however, we can reduce the latter
figure by nearly half. ’

We must somehow do a better job of bringing home to
the American people the urgency of our energy problems.
The Congress must be urged to act on the remainder of the
Administration's comprehensive program. And, we must not
allow politics—as—usual to keep us from steady pursuit of
what is--and must be perceived to be--a major national
interest.

Elliot L. Richardson
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FOR IMMEDIATE RELEASE NOVEMBER 11, 1976

FEA CONSIDERS FOREIGN CRUDE OIL
x REPORTING REQUIREMENTS

The Federal Energy Administration today asked for public comment
on a proposal to expand reporting requirements on international Arrange-
ments between U.S. 011 companies and oil-producing governments and their
state-run companies. | v

FEA Administrator Frank G. Zarb said, "Althoﬁgh foreign crude ofl
supply arrangements have traditionally been handled by the private
commercial sector, these arrangements may affect U.S. energy objectives
and interests including supply security and price of imported ofl."

The increased control over international oil production and pricing
on the part of OPEC governments in the early 1970's, and the oil embargo
and subsequent petroleum price increases by the OPEC cartel, have generated
increased public concern about the impact on U.S. national energy
interests of foreign o1l supply agreements. ‘ )

To assess the relationship between private commercial and U.S.
national energy interests, the FEA is considering proposing revised
reporting requirements for foreign oil supply arrangements. This
information would be in addition to the detajled cost and price data
which FEA now collects.

-more-
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The proposed collection of such information could help the U.S.
Government assess the current and future international oil market; could
provide better information for government decisions concerning that
market; and could permit the government to foresee cumulative effects of
i{ndividual decisions.

Reporting requirements would probably be limited to arrangements
covering large quantities of crude ol or new developments of particular
importance. Reporting could extend to legislation or declarations by
o1l producing countries which directly affect or establish the-terms
and conditions for producing and exporting their crude ofl.

The following factors could be used as standards for reporting:

®* Producing country 1nv61ved.

Volume of o0fi1 covered by the arrangement.. -

Length of contract period, timing, and naturé of options.td
reopen agreements. :

® Prices and any discounts,

® Types of services rendered and renumeration.
‘* Yolumetric restrictfons on output, if any.
‘4New typeé of arrangements;

FEA's authority for imposing additional reporting requirements on
U.S. oil companies is contained in Section 13 of the Federal Energy
Administration Act of 1974,

Written comments will be accepted until December 6. Corments should
be addressed to Executive Communications, Room 3309, Federal Energy
Administration, Box JL, the Federal Buiiding, Washington, D.C. 20461,
and should carry on the outside of the envelope and on the documents
submitted the designation."Reporting Requirements: Foreign 0il
Supply Arrangements." Fifteen copies should be submitted.

-FEA-

Media Inquiry: 566-9833 Contact: Donald {reed
Press Room: 566-7758
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HERMAN: Mr. Zarb, the leaders of the oil producing and exporting
countries will meet in Qatar next month to make up their mind what to
do about the o0il freeze, which is--o0il price freeze--which has now
lasted well over a year. If you had to guess--if you were a betting
man--what would you guess would be the o0il price increase that they
would decide on?

MR. ZARB: 1If I were a smart betting man, I wouldn't bet. The
individual members of OPEC haven't yet determined what positions
they're going to take, and haven't instructed their oil ministers. I
think speculation with respect to an increase in this country at this
point is counter-productive.

HERMAN: Do you think there's any chance that there will be no
price increase?

MR. ZARB: It seems to me that if reason prevails, and good judg-
ment prevails, and those responsible members of OPEC are able to prevail
within that forum, that there is a good chance that there will not be
an oil increase. One cannot be defended, based upon any reasonable
standard in international commerce, including the so-called increased
inflation question.

ANNOUNCER: From CBS News, Washington, a spontaneous and un-
rehearsed news interview on FACE THE NATION, with Frank G. %arb, Ad-
ministrator of the Federal Energy Administration. Mr. Zarb will be
questioned by CBS News Correspondent Nelson Benton; by Richard T.
Cooper, Reporter for The Los Angeles Times; and by CBS News Correspond-
ent George Herman.

HERMAN: Mr. Zarb, it seems to me that was rather an odd doctrine

for a Republican to be espousing, namely that when a supply--an item



like oil is in short supply and great demand, that there is no excuse
for raising the prices. I thought the theory was, prices went where
the markets dictated under the laws of supply and demand.

MR. ZARB: Well, I think you've learned that quite well, and I
certainly subscribe to it. However, when producers get together in
a happy little fraternity they call a cartel, and they command all the
supply, thereby having no competition on that side of the formula, you
no longer have a free market; and my point was that in international
trade, there are certain characteristics of responsibleness that should
prevail, and we've seen some members of OPEC demonstrate that respon-
sible character, and others that have not. The entire world and the
state of its economy is at stake with respect to these decisions, and
they shouldn't be taken so lightly.

COOPER: Mr. Zarb, you talked about what would happen if reason
prevailed and what the cartel should do. 1Is there, in fact, anything
that this President or the next President, or any President for the
next half a dozen years or so, can actually do to prevent cartels from
raising their prices if they want to? 1Is there anything but jawboning?

MR. ZARB: There are some things, Mr. Cooper, that--that we
shouldn't give up on. The first is indicating that we don't intend
to continue to be victims of such a cartel. That means producing more
American energy for the American people, and using less of it, or
conserving it, thereby reducing their power over our marketplace. The
other point that probably should be made quite clear is that in the
overall conduct of international relations over a period of many, many
years, decisions such as this are quite important, and they should not

be ignored when individual countries take positions which may not be in



the best interest of the industrialized world economy or indeed our
own economy.

BENTON: Mr. Zarb, what part, if any, have President-elect Carter's
people played in coordinating with you efforts to inhibit a price
increase by OPEC?

MR. ZARB: Nelson, to the best of my knowledge, none at all. Of
course--

BENTON: Any reason for that?

MR. ZARB: --they do not now have a reason or a responsibility to
become directly involved, nor do they have, really, the capability.

I haven't seen any evidence of that. If there's been an influence
from that direction, or any overtures toward OPEC, I certainly haven't
seen it.

HERMAN: Mr. Zarb, reviewing in my mind your answers so far on
the question of an OPEC oil price increase, I have sort of the impres-
sion that you're leaving us with the feeling that there is not going
to be any--you say there shouldn't be any, and you've sort of left me
with the impression that you think there isn't going to be any. Am I
right about that, or do you expect there will be some?

MR. ZARB: Well, I just don't know, and I think that the so-called
experts that keep predicting a ten, fifteen or twenty-five per cent
increase and try to measure its impact on the United States and the
industrialized world, are to some extent providing a self-fulfilling
prophecy. They certainly don't know what they're talking about, be-
cause the individual o0il ministers haven't been directed to take a
specific position; so they can't know what OPEC is going to decide, or

what kind of dialogue is going to take place within the OPEC forum.



And believe me, that dialogué is not solely a political discussion.
It's an economic discussion; there are wheels within wheels within
that system, and we shouldn't take for granted that we're going to
have to accept a sizeable increase. I don't know, and I'm not saying
that we're not going to have one; I am saying we don't need to have
one, and they're certainly not entitled to one.

BENTON: Mr. Zarb, it's generally accepted that Saudi Arabia is
at least, as far as we are concerned, the dove among the OPEC nationms.
What intelligence do you get from Saudi Arabia as to what it will do
to try to inhibit an increase? Are they going to stand pat?

MR. ZARB: Well, you use the word dove; I prefer to use the word
responsible. They have always measured the impact of world price in-
creases in terms of the world economy, both with respect to the U.S.
and other industrialized nations, and certainly the lesser develbped
nations. They have been responsible members of the world community in
making those measurements and taking positions in that regard. Now
they recognized that when o0il moved from three dollars a barrel to
what is now close to twelve dollars a barrel, in a three-year period,
you leave the world economy still reeling. And it seems to me that
given that kind of background, and their historical position, that they
will probably continue to try and persuade their colleagues in OPEC to
be moderate on these kinds of decisions at this particular moment.

COOPER: Mr. Zarb, each time the cartel has approached one of
these decision points, there has been the kind of verbal and diplomatic
counter-thrust from the United States, and to a lesser extent other
producing countries. Sometimes it's had some effect; sometimes not

very much; but the general thrust of the prices has been steadily up-



ward and virtually every analyst, at least that I know about, feels
that that's going to continue, including analysts at FEA. Doesn't

this really confuse the public, for the government to constantly be
saying there's nc reason for the prices to go up, we're not sure they
won't, maybe they won't go up--isn't part of the problem in energy that
the public doesn't perceive the crisis and the government doesn't step
up and say we're for the moment helpless, it's a desperate situation,
and we must do something about it; you know, aren't you contributing

to your own problem by downplaying the danger of these price increases?

MR. ZARB: Well, I guess what you define as downplaying is simply
telling it like it is to the American people. We do have a desperate
crisis, When you move oil prices from three dollars to twelve dollars
a barrel, and demonstrate that a small group of countries have a
stranglehold on a vast amount of our energy supplies, we have a
desperate crisis, and I think the government for the last two years
has been debating this issue, and been talking about how serious it is
and what needs to be done to cure it.

On the other hand, it seems to me that it makes little sense to
stand by and not tell the American people that these countries, who
have command over the world supply of oil, have no rational reason to
increase prices to the American people, and that there are members
within that community who will continue to hold out for no increase.
That happened last May, and I would expect that that that could again
be the condition in December. And I think that's the way it should be
told to the American people. Now that should not in any way dissipate
the concern level for solving our own energy problem. We import far

too much o0il; it's much too expensive, and we need to produce more



American energy for the American people, at American prices, with
American workers. That plan shouldn't be sidetracked at all, but that
doesn't mean that we should surrender to every OPEC country that says
we ought to pay 25 per cent more for their oil.

HERMAN: How can you make a really good, persuasive argument to
an OPEC country that they shouldn't keep increasing the price of oil,
when despite the entire series of increases that you've quoted, our
purchases from them have steadily increased; and are still increasing?

MR. ZARB: The--I think that's an important part of the question--
what are we going to do to insure that our purchases ultimately de-
cline? Keep in mind that it took ten years, throughout the sixties,
for us to become addicted to Mid-East oil. We sold out our own tech-
nology; we sold out our own coal production, owr own 0il and gas pro-
duction, even our nuclear capacity in terms of refining the back end
of the cycle, or taking care of the residual wastes from nuclear power
plants was neglected. We did very little with respect to conservation;
as a matter of fact, we produced an automobile that looked more like a
chromium-plated gunboat in the sixties. So we took ten years to sell
out our own interests because we had 0il coming from the Mid-East at
super-cheap prices. Now it's going to take a long time to turn that
around, and I don't expect to see that turnaround to occur for the
next two or three years. But if we got started now and continued some
of the work that was started in the last two years, I think we'd demon-
strate that by 1985 this nation is not only going to be embargo-proofed,
but it's going to have a great deal more control over the prices we pay

for energy in total.



BENTON: Mr. Zarb, one more question on the OPEC--the possibility
of an OPEC rise itself. What part, if any, have the major U.S. oil
companies, who actually help produce that o0il in many of the OPEC
countries--what part have they played in trying to get them to hold the
line?

MR. ZARB: The multi-nationals?

BENTON: Yes.

MR. ZARB: Yes, well, I would expect that right up through 1973,
a great deal. We had fairly cheap gasoline prices--

BENTON: Welre only talking about this raise that may be in
prospect.

MR. ZARB: At tais point, their capability to influence that
decision has reduced itself to just about zero, one way or the other.
So I don't tauink that they have the leverage to make the difference
with respect to that decision at this point in time. It becomes more
a consideration of the United States government, the industrialized
world governments, the lesser developed governments and the producing
goverﬁments to focus on what a price increase would do to the world as
a whole. And that's a mighty important question.

COOPER: Let's go back to the chromium-plated gunboat for a
minute. You've talked in speeches and things around the country with
great satisfaction about the progress that Detroit has made in improv-
ing the efficiency of its cars. The sales figures seem to indicate
that maybe people are beginning to go back to the bigger cars. If you
adjust for inflation, gasoline costs the same or less today than it
did in the 1950's, when we began our trip on the chromium-plated gun-

boats. As long as that's true, what rational reason is there to



expect people to flock to smaller-cars? Doesn't the government need
to do something to--maybe to change that basic relationship?

MR. ZARB: Well, I--0f course it does, and over the last two
years, some things have been done. As a matter of fact, half of the
legislation which has been proposed in the total energy sector has
been passed, so the government seems to be coming to grips with this
issue. Both the Congress and the executive, in the last year particu-
larly, closed the gap on many of their differences. But one thing I
think, Dick, you ought to keep in mind, is that pre-1973 gasoline did
not raise itself in price consistent with inflation. It didn't--it
did not rise with inflation factors. It will from now on, at least;
and that's pretty clear. Detroit has seen that, and has made a judg-
ment that it needs to improve the efficiency of their equipment. So it
improved :-- the 1977 new-car fleet as a whole is 34 per cent more
efficient than the 1974 new-car fleet. That means that it gets 34 per
cent more miles per gallon. And by 1980, that will be 50 per cent,
based upon the plans that have already been made in Detroit.

So I think as a whole, the American automobile fleet has improved
and will continue to improve maferially, because the judgment has been
made that long-term prices of gasoline will at least increase at the
rate of inflation.

(MORE)



BENTON: Mr. Zarb, your predecessor fell from grace because of his
espousal of a gasoline tax designed to cause conservation. Is it time,
perhaps, to consider that kind of approach to conservation again?

MR. ZARB: I would say, Nelson, that in the next session of
Congress there will be a new visit to the entire question of taxes and
prices of energy across the board. I would expect the gasoline tax will
be one of the issues raised, but more importantly, an across the board
excise tax in energy consumption will be explored very carefully. And
as I said earlier, the last two years of debate has been very construc-
tive. It's almost as though it had a life of its own, and had to occur,
for everyone to look at the issues and to advance their own theories,
for better or for worse, and now the nation seems to be ready to take
the steps necessary to get the job done, and one of those questions
surely will be the price that we pay for energy long term, and to the
extent that taxes can play a role in reducing wasteful consumption.

The natural gas issue is probably going to be one of the first that
the new Congress will face. \

HERMAN: Well, let's talk about natural gas in a minute, but first,
what would such an excise tax on energy do to the cost of living? Are
we talking about a one per cent increase, or half a percentage
point increase in the cost of living from such taxation?

MR. ZARB: Well, my judgment is that anything done in this area
will be done over a phased period, and that decisions made with respect

to conservation will be made based upon what people think. aye Soing to

happen --is going to happen two or three years ahead, so that it's hard
to measure in terms of cost of living over any given period of time.

Any tax measure will be phased in over a three or four-year period, but
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that in itself would give the consumer the basis upon which to make a
judgment. They buy a bigger car or a smaller car knowing that during a
lifetime of that particular car, that the gasoline prices will increase
at a given rate. The same applies to appliances, major appliances --
we are now going to label the major appliances so that homeowners can
make a judgment as to which is more energy-efficient than the other.

HERMAN: Now, extend it to natural gas.

MR. ZARB: Natural gas, at the moment, as you know, is a controlled
product, and historically in this country, its price has been suppressed
below its real value when it moves across state lines. That's induced
wasteful consumption. Using natural gas to generate electricity is
about the worst form of wasting energy that I've seen anywhere. It's
a clean, .-valuable fuel and shouldn't be used in that area. The Congress
came within seven votes of deregulating natural gas in the last session.
President-elect Carter has said that he would support a deregulation of
new natural gas to both induce recovery and to give some moderation to
use. I would expect that in the next session of Congress we're going
to see such a bill and see it pass and signed by the President.

HERMAN: How long does that take to have any impact on availa-
bility of natural gas? Are we talking about three years, four years in
the future?

MR. ZARB: On the margin, some of it will happen immediately,
because it will allow some gas which is now committed to markets within
states that produce gas to move across state lines at more reason-
able prices. Now, within a period of five to six years, it c-ould have
an even more meaningful effect on total supplies of gas. That's pretty

important, particularly in parts of the country where the use of coal
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is going to be a little less easy, - Dbecause of very confining eviron-
mental factors -- Southern California, for example.

COOPER: Do you expect this administration to make any effort on
deregulating natural gas between the time Congress comes back at the
beginning of January and the inauguration at the end, or are you going
to wait?

MR. ZARB: Our position is quite clear in the bill that we have
sponsored, and it has been supported by a good many of the consuming
state governors, and will still be before the Congress., It may have to
be resubmitted, but I think we're so close on that particular issue that
we don't need to have a new initiative.

COOPER: What about on gasoline? There are still controls on
gasoline which the administration could remove subject to a veto by
Congress. There's been some talk that that might be tried in that brief
period before the inauguration. Are you going to do that?

MR. ZARB: Well, that's a possibility. We are going to be having
public Hearings on the question between now and the end of the year.
The numbers -- the economic numbers will be made public, and we'll take
comment, and if it appears that by removing controls at the gasoline
level we can put some competition back into the system and actually
help the consumer, and if it appears that the Congress is going to be
receptive to such a measure before January 20, then it's possible that
that measure will go before them. We'll just have to wait and see,
and make a judgment on that question toward the end of December.

BENTON: Mr. Zarb, let me get back to natural gas for a minute.
Last year, your agency forecast rather substantial shortages of

natural gas for last winter. This year, you have forecast even less
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natural gas, but it''s couched in, perhaps, less scary terms. You say
there seem to be enough alternate fuels available for industry. How
serious is the situation going to be this winter, number one, and
number two, were you embarrassed by your forecast not quite coming off
last winter?

MR. ZARB: Well, let me take number two first. The projections
we made last winter were based upon an assumption of severity of the
winter,/ggld termperatures. Now, we had an abnormally warm winter, and
of course, that made a substantial difference, and no, I wasn't em-
barrassed; I still think it's most appropriate to lay out the worst
possible condition, and if we get by without those problems, then that's
fine. Now, this winter we're going to have less gas available than we
had last winter. We're going to have less natural gas available than
there is a demand for natural gas. If we have a normal winter, as
weathermen structure normality in that area, and if we continue to see
a conversion take place as we have, where industry moves away from
natural gas to unfortunately, oil, which is mostly foreign o0il, and
very expensive, we can get by this winter without serious disruptions.
If we have a very cold winter, then we're going to have some parts of
this country that are going to have disruptions. Now, it won't affect
the homeowners, probably, but it will affect some industries, where
possibly, some spot layoffs could occur. There's no way to avoid that
particular problem at this moment in time. That's why it's so impor-
tant that that be one sector that the Congress look at pretty quickly
next session.

HERMAN: You'll have to excuse my ignorance on one point. I seem

to recall that your agency expires, I believe, next year.
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MR. ZARB: Correct.

HERMAN: Right? And the Congress asked, or directed, the admin-
istration to present a plan for some new agency. Has that been done,
that's what I don't -- or is that still in the works?

MR. ZARB: Well, the due date is December 31 for such recommenda-
tions.

HERMAN: 1Is it a cliff hanger right down to the last minute?

MR. ZARB: No, no. Our agency expires a year from this December
31, and we must have something to them by this December 31.

- HERMAN: Right.

MR. ZARB: Now, since I've been in office, which is almost two
years, the agency or its substantive legislation has expired, or been
about to expire, five times, and renewed, in one form or another, in
the eleventh hour. It makes for interesting public policy-making. In
this case, however, we're going to have a year to lay out before the
Congress, our best judgments of organization. I expect the new admin-
istration will have its own views and thoughts on that question, and
I would propose to help them all I can with my views on what kind of
organizational changes should take place.

HERMAN: Have you had any contact with any agents or representa-
tives of the new administration?

MR. ZARB: Only to the extent that we would have more contacts be-
ginning next week and that these contacts would become more formal so
that we could get on with the job of a cooperative and smooth transi-
tion, which is priority number one.

BENTON: What sort of sense does a . proposal to lump such agen-

cies as yours, the Energy Research and Development Administration, the
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Federal Power Commission, other energy agencies, into one great hig
agency? What sort of sense does that make as proposed, apparently
proposed by President-elect Carter?

MR. ZARB: Well, of course, it's been a subject that's been dis-
cussed for some years now, and there have been various proposals, both
by/zg:inistration and members of Congress, that resulted in this report
that's due December 31. On balance, the combination makes some sense.
It avoids some duplication, it puts under one leadership responsibility,
and would give the President the ability to fix responsibility in that
paticular area. I had always hoped that we would, as a nation, first
come into agreement as to what our objectives were in the next ten
years. The President has always said that he believed an embargo-
proofed economy was our objective -- and how we're going to get from

here to there, then determine what the right government role is in that
particular sector, and then establish a government organization to ful-
fill its given mission. It's not going to work that way, apparently.
We're going to have to work these out in parallel, and I would expect
some combination would make some sense.

COOPER: When you refer to being embargo-proof, you're talking
about something that, even optimistically, you think is nearly ten
years away. At that point, we'll still be maybe 30 per cent or more
dependent on the cartel for imported oil, we'll still have a rather
small amount of leverage on prices. In view of that, do you think
we've really doné enough, or do we need an effort that's greater in
magnitude? I know a lot of beginnings have been made, but are they
enough?

MR. ZARB: They are if we finish the beginnings, Dick. There are
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five things this nation can do in the next ten years, and only five.
Reduce our consumption rate from three and a half per cent a year to
two and a half per cent a year -- rate of growth -- double our coal
production, increase our o0il and gas production, increase our nuclear
capacity from nine per cent of electricity to 26 per cent of electri-
city, and complete the stockpile system that we've begun this year.
Those are the five tools available to this nation over the next five
years. If we do them, and do them all well, we're going to be embargo-
proof by 1985. That means that we'll still be importing some, but we'll
have sufficient in storage to protect us against an/ggggggo. Those are

the only five, and we ought to be aware that they're all going to be

tough to complete, and complete well, but if we do we're going to be

successful.
HERMAN: 1Is this the year -- earlier in the program, you said if
we get started now -- is this the year when we have to commit some of

these things to more stringent action?
MR. ZARB: This is the year that we have to move forward the

work that was begun in the last two years. The foundation has been set,

the debate's been completed, the alternatives have been examined, we're

now down to the five that need to be accomplished, and have some be-

ginnings in legislation in all five categories. This is the year to’

finish the job.

HERMAN: Thank you very much, Mr. Zarb, for being our guest

Face The Nation.

ANNOUNCER: Today on FACE THE NATION, Frank G. Zarb, Administrator
of the Federal Energy Administration, was interviewed by CBS News Cor-
.respondent Nelson Benton, by Richard T. Cooper, Reporter for The Los

Angeles Times, and by CBS News Correspondent George Herman. Next week,

Hamilton Jordan, President-elect Carter's Campaign Director, will FACE THE NATION.





