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12:40 p.m. 

12:50 p. m; 

THE WHITE HOUSE 

WASH!NGTON 

STATE OF THE UNION ADDRESS 

U.S. Cl\ PITOL 

Wednesday-January 15,1975 

12:40 P.M. Departure 

From: Terry 0 1 Donne)1:JV 

You, Mrs. Ford, and Susan board motorcade 
and depart South Grounds en route U.S. 
Capitol. 

Arrive South Door of the Capitol (House Wing).-

Y~u will be met by Mr. Ken R. Harding, House 
Sergeant-at-Arms, and Mr. George White, 

·Architect of the ·capitol. 

OFFICIAL PHOTOGRAPH 

You, Mrs. Ford, and Susan proceed inside 
the South Door entrance. 1\1rs. Ford and 
Susan will be escorted directly to their seats 
in the Executive Gallery by Gil Udell of the 
Doorkeeper's Office. 

Escorted by Mr. Harding, you proceed to the 
holding room (H-210) •. 
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!2:55p.m. 

12:56 p.1n. 

12:57 p.m. 

!2:58p.m.· 

!2:59p.m. 

1:00 p.m. 

1:01 p.m. 

~tate oi the Union~ddress 
2. Wednesday - January 15, 1975 

Arrive holding room (H-210). 

NOTE: The Cabinet will be departing 
H-210 for the Chamber floor 
as you arrive. 

Mrs. Ford and Susan arrive at their seats 
in the Executive Gallery. 

The Escort Committee consisting of the 
following Members arrives outside the 
holding room: 

S?nator Je>"''CC' 0. ;;::~.:;+1Jnd (D_-::.Ess) 
Senator Mike Mansfbld (D-Mont) 
Senator Hugh Scott (R-Pa) 
Senator Robert B.yrd (D- W. Va) 
Congressman Thomas 0 1Neill, Jr. (D-Mass} 
Congressman John Rhodes (R-Ariz) 
Congressman John McFall (D-Ca) 
Congressman Bob Michel (R-Ill) 

Depart holding room en route House Chamber, 
escorted by Mr. Ken Harding and Mr. Bill 
Wannell (Senate Sergeant-at-Arms}, and the 
Escort Committee. 

You arrive center door of the House Chamber. 

Announcement by Mr. Jim Molloy, the 
new Doorkeeper. 

Escorted by Mr. Molloy and the Escort 
C01nmittee, proceed down the center aisle 
then to your left to step up onto the middle level 
where you will proceed to the Clerk 1 s Desk to pre
sent copies of the State of the Union Address to 
the Speaker of the House and the President of 
the Senate, then remain standing. 

LIVE NATIONWIDE TELEVISION 
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1:03 p.m. 

1:30 p.m. 

1:31 p.m. 

1:34p.m. 

1:35p.m. 

1:45 p.m. 

SLate o1 the lJnioil"Address 
3. Wednesday - January 15, 1975 

The Speaker calls the Joint Session 
to ord0r and formally pres~ the 
President. 

PRESIDENTIAL STATE OF THE UNION 
ADDRESS. 

LIVE NATIONWIDE TELEVISION 

State of the Union Address concludes. 

Depart House Chamber via the entrance route, 
escorted by the two Sergeants-at-Arms and 

cade for boarding. 

Mrs. Ford and Susan depart their gallery 
seats en route motorcade. 

You are joined by Mrs. Ford and Susan in the 
hallway and together, proceed outs ide South 
Entrance to board nwtorcade. 

Motorcade departs Capitol en route South Lawn. 

Arrive South Grounds of the White House. 

# # # # # 



THE WHITE HOUSE 

WASHINGTON 

January 15, 1975 

NOTE FOR THE PRESS OFFICE STAFF 

The following materials are being made available today 
in conjunction with the President's State of the Unions 

1. The President's message to Congress (NOTE that it is not 
a speech text, but rather the document he will hand the 
Speaker and the President of the Senate--ie. the formal 
State of the Union message. His speech, we can say, will 
be drawn and excerpted from the longer printed message.) 

2. Fact sheet. 

3. Q&A on energy 

4. Energy charts and graphs. 

(later) 
5. As-delivered text of the speech itself. 

The EOB briefing scheduled for 8a30 a.m. is likely to slip 
to 9 a.m. to give people an opportunity to read the message 
and other materials. 

If we run out of materials occasionally during the morning, 
you can say that it's because of the massive amount of 
information we're providing that tying up all our presses 
and collaters. 

Non-press requests for SOTU information before 1 p.m. can 
not--repeat CAN NOT--be accomodated since all the material 
is embargoed until 1 p.m. Thereafter, as material becomes 
available we will send it to press releases. 

WE DO NOT EXPECT AN ADVANCE TEXT OF THE SPEECH ITSELF, BUT 
WILL TRY. The President, you can say, w~nted to review• 
what he will be saying again this morning-so we don't know 
if we will have a final text if'i time to do an advance-
but we will get an as-delivered out as rapidly as possible. 

Of the materials we're making available, only the message, 
fact sheet and as delivered speech will be permanently 
available here. When we run out of the others we'll have 
to refer people to FEJ\. 



EMBARGOED FOR RELEASE 
UNTIL 1:00 P.M., EST 

EMBARGOED FOR WIRE TRANSMISSION 
UNTIL 10:00 A.M., EST 

JANUARY 15, 1975 

Office of the White House Press Secretary 
-------------------------------------------------------------

THE WHITE HOUSE 

TO THE CONGRESS OF THE UNITED STATES: 

Twenty-six years ago, a freshman Congressman, a young 
fellow, with lots of idealism who was out to change the 
world, stood before Speaker Sam Rayburn in the well of 
this House and solemnly swore to the same oath you took 
yesterday. That is an unforgettable experience, and I 
congratulate you all. 

Two days later, that same freshman sat in the back row 
as President Truman, all charged up by his single-handed 
election victory, reported as the Constitution requires 
on the State of the Union. 

When the bipartisan applause stopped, President Truman 
said: 

"I am happy to report to this Eighty-first Congress 
that the State of the Union is good. Our Nation is better 
able than ever before to meet the needs of the American 
people and to give them their fair chance in the pursuit 
of happiness. It is foremost among the nations of the 
world in the search for peace." 

Today, that freshman Member from rUchigan stands where 
Mr. Truman stood and I must say to you that the State of the 
Union is not good. 

Millions of Americans are out of work. Recession and 
inflation are eroding the money of millions more. Prices 
are too high and sales are too slow. 

more 
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This year's Federal deficit will be about $30 billion· 
next year's probably $45 billion. The national debt will ' 
rise to over $600 billion. 

Our plant capacity and productivity are not increasing 
fast enough. We depend -on others for essential energy. 

Some people question their government's ability to make 
the hard decisions and stick with them. They expect Washington politics as usual. 

Yet, what President Truman said on January 5, 1949, is 
even more true in 1975. 

We are better able to meet the peoples' needs. 

All Americans do have a fairer chance to pursue 
happiness. Not only are we still the foremost nation in 
pursuit of peace, but tQday's prospects of attaining it 
are infinitely brighter. 

There were 59,000,000 Americans employed at the start 
of 1949. Now there are more than 85,000,000 Americans who 
have jobs. In comparable dollars, the average income of 
the American family has doubled during the past 26 years. 

Now, I · want to speak very bluntly. I've got bad news, 
and I don't expect any applause. The American people want 
action and it will take both the Congress and the President 
to give them what they want. Progress and solutions can be 
achieved. And they will be achieved. 

My message today is not intended to address all the 
complex needs of America. I will send separate messages 
making specific recommendations for domestic legislation, 
such as General Revenue Sharing and the extension of the 
Voting Rights Act. 

The moment has come to move in a new direction. We 
can do this by fashioning a new partnership between the 
Congress, the White House and the people we both represent. 

Let us mobilize the most powerful and creative 
industrial nation that ever existed on this earth to put 
all our people to work. The emphasis of our economic 
efforts must now shift from inflation to jobs. 

To bolster business and industry and to create new 
jobs, I propose a one-year tax reduction of $16 billion. 
Three-quarters would go .to individuals and one-quarter to 
promote business investment. 

more 
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This cash rebate to individuals· amounts te 12'". percent 
or 1974 ·tax p·ayments -- .a tbtal cut of $12·: billion,' with a 
maximum o·f $1,000 per return. 

· I call today on the::Congress- to act by · April . 1. ·· If you 
do, the Treasury can send the first : check· for half the rebate 
in May '81ld the seco1:1d by _September. 

:· The ·· other·-one-fourth of .. the cut, ·about $4 -billion, ~ill 
go to businesses, including farms,- ·. ~o promo~e expansion -~nd 
create more jobs. The one·-year reduction for busi·nesse_s . 
would ·be'' 'in · the : ro:rm of a liberalized investment tax credit 
incre~sing the rate to 12 perc~nt- for a~l bbsinesses. 

This tax cut does not include the more fundamental 
re·rorms neetled in: our tax sy:stem. ·sut it · points us in ~he 

· right direction ...... allowing -us as taxpayers rather than -the 
Governinertt to sp-end our pay; 

Cutting taxes, · now, · is essential- if w~ are to turn the 
economy around. A tax cut- offers the ·best hope of creating 
more jobs. ·Unfortunately, it wil-l increas·e the size of the 
budget deficit. Therefore, it is more important than ever 
that we take steps to control the growtn of Federal 
e xpendi t ure·s.-. 

Part of o·ur trouble is that we have been self-indulgent. 
For decades we have b-een .. voting e\'er-i i·v::reasing levels of 
'Gbvernme~1t benefits --~ and now the bill .has come due. We 
have been adding so many· new programs that the size and 
growth of the Federal budget has taken -on ·a life of its . . ' own. 

One characteristic of these progra~s is that their 
cost incr~as.es automatically every yea'!.· 'because the number 
of people eligible-- for ·:r.ost of the~e bh"}. ·~fits increases . 
every· year. wnen the.se programs a :::··e enc·~cted, there is no 
dollar amount set. · No one knows what they will cost. All 
we know is that whatever they cost last· year, they will cost 
more next year. 

It is a question of simple arithme~ic. Unless we check 
the excessive grow~:~ of Federal e:: r.~nd:l.T;ures or i rr ';'ose on 
ourselves matching ::ncr·e :.3es in taxes, ~~~ will :ccL': inue to 
run huge inflation&.ry a·t::ficits in the Federal ·budget .. · 

If we project- ·the; cur11ent built-in momen~um of Federal 
spending through t.~r'). e next 15 years, Feck-::•al, i:.>tate, and local 
government · expendi<~ u.res - could easily co;~:pris e half of our 
:gross national product. -This co~pares with less than a third 
in 1975. 

more 
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I am now in the process of preparing the budget sub
missions: for ' fi$cal year · 19 76 ,. · In that budget, I will 
propose .legislation to restrain the growth ·or · a number of 
existing programs. I have also concluded ·that no new 
spending programs can be initiated this year, except those 
for·. energy •. · · Further, I will not hesitate to veto any new 
spending programs adopted · by the Congress. 

As an additional step toward putting the Federal 
government's house in order, · I recommend a . five· .. percent 
limit on. Federal pay increases in 1975. In all Government 
programs· tied to the : consumer p-rice index. -- including 
s.ocial security·, · civil service and military · retirement · 
pay, and · food stamps -- I also propose a one-year maximum 
increase of 5 percent. 

None .of· these recommended ceiling limitations, over · · 
· which , the.· Congress has final a'llthority, are easy to propose, 
because in most cases they involve anticipated payments to 
many deserving people. Nonetheless, it must be done. I 

· mus.t . emphasize that I am not · asking you to eliminate, 
reduce or freeze these payments. I am merely recommending 

·.that we · slow down the rate at which· these payments increase 
and these programs grow. .. 

Only a reduction in the growth in spending can keep 
Federal borrowing down and reduce the damage to the private 

· · sector from·. high interest rates. Only a reduction in 
spendingr can make it possible for the Federal Reserve 
System to avoid an inflationary growth in the money supply 
and ~hus restore balance to ·our economy. A major reduction 
in the growth of Federal spending can help to dispel the . 
uncertainty that so many feel about our economy, and put 
us on the way to curing our economic ills. 

, • ·· · If we do not act to slow down the rate of increase · in 
Federal spending, the United · States Treasury will be legally 
o~ligated t6 gpend more than $360 billion in Fiscal Year 
1976 -- even if no new programs are enacted. These are 
not matters of conjecture or prediction, but again of. simple 
arithmetic. The size of these numbers and their implications 
ro·r our everyday life and the health of our economic system 
are shocking. 

J• 

. · r · submitted to the last Congress a list of budget 
deferrals and . recisi6n.s. There will be more cuts recom
m&).'l,ded in the budget I will submit. Even so, the level 
of·'o_u\aay~ ·for fiscal year 1976 is still much too high. 
Not only is it · too high for this year but the decisions 
we make now inevitably: have a major and growing impact on 
expenditure levels in future years. This is a fundamental 
issue we must jointly solve. 

more 
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The economic disruption we and others are experiencing 
stems in part , from the fact that the world price of petroleum 
has quadrupled in the last year. But we cannot put all of 
the blame on the oil_.exporting nations. We in the· 
United States are not blameless. Our growing dependence 
upon foreign sources has been adding to our vulnerability 
for years and we did nothing to prepare ourselves for an 
event such as· ·the embargo of 1973. 

During the 1960s; this country had a surplus capacity 
of crude oil, which we were able to make available· to our · 
trading partners whenever there was a disruption of supply. 
This surplus capacity enabled us to influence both supplies 
and prices of crude oil throughout .. the world. Our excess 
capacity neutralized any effort at establishing an effective 
cartel, and thus the rest of the world was assured of 
adequate supplies ·of oil at reasonable prices. · · 

In the 1960s 1 our surplus capacity vanished· a.nd, as a 
consequence, the latent power of the oil cartel could emerge 
in full force. Europe and Japan, both heavily dependent on 
imported oil, now struggle to keep their economies in 
balance. Even the United States, which is far more self
sufficient than most other industrial countries, has been 
put under serious pressure. 

'I 

I am proposing a program which will begin to restore 
our country's surplus capacity in total energy. In this 
way, we will be able to assure ourselves ·reliable and 
adequate energy and help foster a new world energy stability 
for other major consuming nations. 

But this Nation and·, in ·fact ·, the world· must face the · 
prospect of energy difficulties between now and 19 85 •· This· 
program will impose burdens on all of us with the aim of 
reducing . our consumption of energy and increasing ·pro
duction. Great attention has been paid to considerations 
of fairness and I can assure you that the burdens will not 
fall more harshly on those less ·able to bear them. 

I am recommending a plan to make us invulnerable to 
cut-offs of foreign oil. It will require sacrifices. 
But it will work. 

I have set the following national energy goals to 
assure that our future is as secure and productive as 
our past: 

First, we must reduce oil imports by 1 million 
barrels per day by the end of this year and by 
2 million barrels per day by the end of 1977. 

more 
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Second, we must end vulnerability to economic 
disruption by foreign suppliers by .1985. 

Thir~,. we mu·s,t develop ·our energy technology 
and resources so that the United States has 
th~ ability ~0 supply a significant share of' 
the energy needs of the Free ·world .by the end 
of this century. ' 

To attain these objectives, we need immediate action 
to cut import.s. Unfq~tunately, in the short-term .there 
are. only a limit.ed number or actions whicm cari increase 
domestic supply. I will pres·S' for all of them. 

I urge quick action on legislation to allow commercial 
prod\lction at the Elk Hills, California, ·Naval. Petrol.eum 

· ·Reserve. In order that we make greater use of domestic coal 
resources, I am submitting amendments . to the Energy Sui?ply. 
and Environmental c·oordihation Act Which will greatly 
inc.rease the number of power plants that can be promptly 
conv:er.ted to ·coal. 

Voluntary conservation .continues to be esse.ntial, b}lt . 
tougher programs are also needed -- an~ needed now. . The.re
fore I am using ~resident~al powers to. raise the fee on 
all imported crude oil Cind petroleum products .. crude ?il 
fee levels will be increased $1 per barrel on February 1, 
by $2 per b,arrel .on March 1 and bY $.3 per .barrel on April 1. 
I wtli take action to reduce undue hardship on any ~eo
graphical region. The for'egoing are interim adminis.trati ve 
actions. They will. be ·rescinded when the necessary 
legislation is enacted. 

To that end, I am requesting the Congress t~ act within 
90 days on · a more comprehensive energy tax program. It . 
includes: 

Eicise taxes and import fe~s. :totalling $2 per . 
barrel on product · imports and on ,all crud~ oil .. 

Deregulation of new natural gas arid enactment of 
a natural gas excise . tax. 

Enactment of a wiridfall profits tai by April 1 
to ensure tbat oil produce:t:·s do riot profrt 
unduly. At th~ . same t::,.me I plan, :to take 

. P~esid0ntial initiative ·to decontrol the price 
of domestic crude oil on April 1. 

r,1ore 
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The sooner Congress acts, the more effective the oil 
conservation program will be·· and the quicker the Federal 
revenues can . be returned to o·ur people. · 

I am prepared to use Presidential authority to limit 
imports., as necessary, to assure ·the success of this program. . . 

I want you to know that before deciding on my energy 
conservation program, I considered rationing and higher 
gasoline taxes· as alternatives. Neither would achieve 
the des.ired re·sults ·and both' would produce unacceptable 
inequi't.ies • · 

A massive program must be initiated to increase energy 
supply, cut demand and provide new standby _emergency 
programs to achieve the independence w·e; want by · '19 85. 
The largest part of increased oil production must come 
from . new frontier areas· on the Outer Continental Shelf 
and from the· Naval Petroleum Reserve No. 4 in Alaska. It 
is the intention of this Adminiir\::rnt:!.cn· t:C" r:.c·,_:·t; · 'a:'::.f::2c~ ~:with 
exploration, leasing and production on those fr~nti~= 
areas of the Outer' Continental Shelf where the environ.;.. 
mental risks are acceptable. · · 

Use of our most abundant domestic resource -- coal 
is severely limited. We ·must strike a reasonable compromise 
on environmental concerns with coal. I am ' submitting Clean 
Air Act· amendments which will allow .greater · coa;l use··-' with- · 
out sacrificing our· clean air goals. 

I vetoed the · st~ip mining legislation passed by ~he l~st 
Congress. : With appropriate changes, I will sign a revised 
version into law. · · 

I am proposing a numb-er of actipns to_energize . our 
nuclear power program. · I will · submit legislation to , 
expedite nuclea-r:'l1censing · and the ·rapid Selection of sit~s • 

In recent months, utilities have cancelled or postponed 
over 60 percent of planned nuclear expansion and 30 percent 
ofr :planned additions to non~nuclear capacity. Financing 
problems for that industry are growing worse. I am there
fore recommending that th~ one year investment tax credit 
of 12 percent be extended an additional· two years to 
specifically speed the construction of power plants that 
do not use natural gas or oil·. I am also submitting 
proposals for selective changes in State uti+ity commission 
regulations. 

more 
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To provide the critical stability for· our domestic 
energy production in the face of world price uncertainty, 
I wil~ request_l~gislation to authorize and · require tariffs, 
import quotas or price floors to protect our energy priries 
at levels which will achieve energy independence. 

. . Increasing energy supplies. is ~ot enough. We must also 
take additional steps to cut long-term .consumption. I 
therefore propose: · · .: 

. . ~ 
Legislation -to make thermal efficiency standards 
mandatory for all . new buildings in the United States. 
These standards would be set after appropriate 
consultation with architects, builders and labor. 

A new tax cr~dit of up to $150 .for those home 
owners who install insulation equipment. 

The establishment of an energy conservation 
program to help low income families purchase 
insulatlon supplies. . . . . 

Legislation to modify and defer automotive 
pollution standards for 5 years to enable us 
to improve new automobile gas mileage 40 percent 
by 1980. 

These proposals and actions, cumulatively, can reduce· 
our . dependence on foreign energy supplies to 3-5 millio·n 
barrels per day by 1985. To make the United States 
invulnerable to foreign disruption, I propose standby 
emergency legislation and a strategic . storage program of 
1 Qillion barrels of oil for domestic needs and 300 milliori 
barrels for defense purposes. 

I will ask for the funds neede<l for energy research 
and development activities •. I have established a goal of 
1 million barrels of synthetic fuels and shale oil production 
per day by 1985 together with an incentive program to achieve 
it. 

I b'el1eve in America's capabilities. Within the ·· next · 
ten years; 'my program envisions: · . . . 

. . 
200 major. nuc~ear power pla~ts~ 

250 majQ,r 'new coal mines, 

150 major coal-fired power plants, 

30 majo·r new oil refineries, 
' . 
more 
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20 major new synthetic fuel plants, 

the drilling of many thousands of new oil wells, 

the insulation of 18 million homes, 

-- . and construction of millions of new automobiles, 
trucks and buses that use much less fuel • 

We ·can do it. In another crisis-- the one in 1942 
President Franklin D. Roosevelt said this country would 
build 60,000 aircraft. By 1943, production had reached 
125,000 airplanes annually. 

If the Congress and the American people will work with 
me to attain these targets, they will be achieved and 

· surpassed. 

From adversity, let us seize opportunity. Revenues of 
some $30 billion from higher energy taxes designed to. 
encourage conservation must be -refunded to the American 
people in a manner which corrects distortions in our tax 
system wrought by inflation. 

People have been pushed into higher tax brackets by 
inflation with a consequent reduction in their actual 
spending power. Business taxes are similarly distorted 
because inflation exaggerates reported profits resulting 
in excessive taxes. 

Accordingly, I propose that future individual income 
taxes be reduced by $16.5 billion. This will be done by 
raising the low income allowance and reducing tax rates. 
This continuing tax cut will primarily benefit lower and 
middle income taxpayers. 

For example, a typical family of four with a gross 
income of $5,600 now pays $185 in Federal income taxes~ 
Under this tax cut plan, they would pay nothing. A family 
of four with a gross income of $12,500 now pays $1,260 in 
Federal taxes. My plan reduces that by $300. Families 
grossing $20,000 would receive a reduction of $210 . 

Those with the very lowest incomes, who can ·least 
afford higher costs, must also be compensated. I propose 
a payment of $80 to every person 18 years of age and 
older in that category. 

State and local governments will receive $2 billion 
in additional revenue sharing to offset their increased 
energy costs. 

more 
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To offset inflati:onary distortions and to generate 
more economic activity, the corporate tax rate:will be 
reduced from 4& percent . to 42 percent~ 

Nows let me .turn to the international dimension of the 
present crisis. At no -t.ime in our peacetime history has 
the state of 'the Nation depended more heavily on the state 
of the world. And seldom. if ever· has the state of the 
world depended more heavily on the stat·e of. our Nation. 

The economic distress is global. We will not solve 
it at heme unl~ss we help to remedy the profound economic 
dislocation ab~oad. World trade· and monentary structure 
provides markets, energy, ~ food and vital raw materials 
for all nations. This international system is now in 
jeopardy. 

This Nat!on can be proud of significant achievements · 
in recent. years in sol vj.ng problems an~ crises. The Berlin 
Agreement, the· SALT. agreements, our ne}'l . relationship wit}? 
China, the unprecedented efforts in the Middle East -- ·are 
immensely encouraging. But the world is not free from 
crisis. In a world of 150 nations, ~.,here nuclear technology 
is proliferating and regional conflicts continue, inter
national · security cannot be taken for granted. 

So let there be no mistake about it: international 
cooperation is a vital fact of our lives today. This is 
not. a .. moment for the American people to turn inward. 
!1ore than ever bef6re, our own well~being depends on 
Amer_ica' s determination .and leadership in the world. 

We are a great Nation -- spiritually, politically, 
militarily, diplomatically and eccnomically. America's 
commitment to international security. has sustained the 
safety of allies and friends in many areas -- in the 
Middle East, in Europe, in Asia. Our turning away . would 
unleash new instabilities and dangers around .the globe 
which wo.uld, in turn, . threa~en our own security. 

At the end of World War II, we turned a similar 
challenge.into an historic achievement. An old order was 
in disa~ray; political and economic institutions were 
shattered. In that period, this Nation and its partners 
built new institutions, new mechanisms of mutual .support 
and cooperation. Today, as then, we face an historic 
opportunity. If we act, imaginatively : and boldly, as we 
acted then, this period will in retrospect be seen as one 
of the great creative moments of our history. 

The whole world is watching to see how we respond. 

more 
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A resurgent American economy would do more to restore 
the confiden6e of the world in . its own future than anything 
else we can do. · . The. program that this Congress wili pass 
can demonstrate to t~e. world that we have started to put 
our own . house in order. It can show that this Nation is 
able and willing to help other· nations meet · the common 
challenge. It can demonstrate that the United ·States · 
will fulfill its responsibility as a leader among nations. 

. At stake is the future of the industrialized democracies, 
which hav~ perceived their destiny in common and sustained 
it in comm~n for 30 years. 

: The ·developing nations are 'also at a turning point. 
The poorest nations see their hopes of feeding their hurigry 
and developing their societies shattered by the economic 
c.risis. The long-term economic future for the producers 
of raw materials also depends on cooperative solutio~s. 

Our ~eiations with the Cornrnu~ist countries are a basic 
factor of the world environment. We must seek to build a 
long-term basis for coexistence. We will ~tand by our 
principles and our interests; we will act ~irmly when 
challenged. The kind of world .we want depends on a broad 
policy of creating mutual incentives for restraint and 
for cooperation. 

As we move forward to meet our global challenges and 
opportunities, we must have the tools to do the job. 

Our military forces are strong and ready. 'This 
military strength deters aggression against our allies, 
stabilizes our relations with forme~ adversaries and 
protects our homeland. Fully adequ.ate conventional and 
strategic forces cost many billions, but these dollars 
are sound insurance for our safety and a more peaceful · 
world. 

·. 
Mllitary strength _.~lone is not sufficient. Effective 

diploma~y is also essential in preventing conflict and 
building ; world understanding. . ·The · Vladivostok negotiations 
with the Soviet Union represent a ·major step in moderating 
ntrate'g1o arm.a competition. , .My recent discussions with · 
leaQ.ers of the Atlantic Community.; Japan and South Korea 
have ~ontribut_ed to ·our meeting· the common challenge. 

But we have serious problems before us that require 
cooperation between the.. ~resident and the Congress. By 
the Constitution and tr'adition, the execution of foreign 
policy is the respon.sibilit~ of the President. 

more 

·(OVER) 
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In recent years, under. the stress of the Vietnam War, 
legislative re.E?trictions on the President's capabili-ty to 
execute. foreig'n and military decisions.. have proliferated. 
As a member of the Congress, I opposed some and approved 
others; As Preside~t, I ~elcome the advice and cooperation 
of the House and Senate. 

But, if our foreign policy is to,be successful we 
cannot rigidly restrict in legislation the ability of the 
President to act. The conduct of negotiations is ill 
suited to such limitations. For my part, I pledge this 
Administration will act in the closest consultations with 
the Congress as we face delicate situations and troubled 
times throughout the globe. 

When I became President only five months ago, I promised 
the last Congress a policy of communication, conciliation, 
compromise and cooper~tion. I renew that pledge to the new 
members of this Congress. 

To sum up: 

America needs a new direction which I ·have sought to· 
chart here today -- a change of course which will: 

put the unemployed back to work; 

increase real income and production; 

restrain the growth of government spending; 

achieve energy independence; . .and 

advance the cause of world understanding. 

We have the ability. We have the know-how. In part
nership with tne American people, we will a.chieve these 
objectives. 

As our 200th anniversary approaches, we owe it to 
ourselves, and'to posterity, to rebuild our political and 
economic strength~ Let us make. America, once. again, and 
for centuries more to come, what it has s9 long been -- a 
stronghold and beacon-l'ight of liberty for the world. 

THE WHITE HOUSE, 

January 15, 1975. . 

GERALD' R~ FORD 

GPO 882·977 
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BACKGROUND 

. DATA. HI STORY AND FORECASTS 

Q. Has dema'nd for petroleum products increased since 
the embargo? 

A. Domestic consumption of energy is now beginning to 
increase again and is estimated to keep growing, · 
although at a ·slower rate than prior to - the embargo. 
'I'he latest figures show -total domestic demand to _be 
at 18.2 million barrels per day (MMB/D) as compared 
to 17.7 MMB/D at the close of 1973. Gasoline 
consumption dropped 3.4 percent during the first .9 
months of 1974 (as compared to l973), . but has 
increased since September .bu about 300,000 -barrels 
per day. 

Q. What about ·production and import le_vels? 

A. 

Q. 

A. 

Q. 

A. 

Domestic. oil procuction continues to decline as 
older fields have reached their peak. During the 
first eleven months of 1974, domestic production 
averaged 8.8 MMB/D as compared to 9.2 MMB/D in 1973. 
As .:~, result, imports continue to rise even with 
present high prices. We are now importing 7.3 MMB/D 
_(average of 6.8 MMB/D in last quarter of 1974), as 
compared to 6.5 MMB/D in October, 1973, the month 
prior to the embargo. 

Wha~ about coal production? 

Coal (approximately 20 percent of domestic energy 
production) was the only major energy source that 
showed increased output during the first three 
quarters of 1974. Coal production in October was 
5 percent above its level for the same period in 
1973. However, the strike in November interrupted 
coal output and the industry has not yet regained 
former production levels. 

Do you foresee any shortages in the next 6 months? 

we do not expe~t shortages of petroleum products · bu~ . 
we do project large shortages ~or natural gas, as · h7g~ 
as 14%. The greatest impact WJ..ll be felt by electrl..c 
utilities and industries that receive natu:al gas .on an . 
interruptible contract basis. These curtaJ..lments of 
natural gas have already had a serious impact on 
employment. 



Q. How high are current inventories? 

A. FEA figures indicate that December, 1974 crude oil 
stocks were about 20 million barrels higher (this is 
an adjusted figure to account for dispariti~s between 
the American Petroleum Institute and FEA reporting 
methods) than the same ·period of 1973. Similarly, 
stocks for refined petroleum products ·were ·higher in 
December 1974 ·than the corresponding month in 1973 due 
to reduced demand and increased imports. Coal stocks, 
however, are down as· a result of the recent UMW strike. 

I 

NEAR-TERM ACTIONS 



IMPORT FEE, TAX AND DECONTROL 

Q. ·will the fee on imports create additional profits 
for the oil companies? 

A. 

Q. 

A. 

Q. 

A. 

Q. 

~o, the impor~ fee, by itself, will not increase 
1ndustry prof1ts. However, the ' fee will place 
an upw~rd pressure -on the price for crude. Since 
the pr1ce for uncontrolled domestic· crude will rise 
to meet the world price, industry profits will also 
rise. · This is why we are calling for a windfall 
profits tax as part of the energy proposals. It 
will be retroactive to collect any profits caused 
by Administrative actions. 

Won't certain areas of the country which are heavily 
dependent on crude oil or product imports suffer a 
disproportionate burden as a result of the tariff? 

No. The FEA is currently administering a program 
which substantially equalizes the cost of crude oil 
to all domestic refiners. This crude equalization 
program aids refiners with high crude costs at the 
expense of other refiners which have access to 
price-controlled domestic crude. Further, the 
product fees will be less .than crude fees; there 
will be~$~ £eaon crude and a $1.20 fee on refined 

products. ·in April· .• · · 

How does a tax or fee achieve our national energy 
goals? 

As a result of these measures, petroleum products 
will become more expensive relative to other goods 
and services, thereby encouraging conservation and 
discouraging consumption. Also, making imports 
more expensive than domestic s·upplies of petroleum 
encourages the production of domestic crude oil. 

. " 

Will . the fee help to lower world crude prices 
and protect us from another embargo? 

A. The fee program will help to reduce our imports 
of foreign oil by reducing our overall demand. 
As a result, we will have less demand for products 
from some OPEC nations~ : To this extent, it may 
affect some prices being charged by certain OPEC 
nations. But overall, the fee will have a minimal 
effect on lowering world crude prices in the 
immediate future. 

Q. 

A. 

Q. 

A. 

Why didn~t you tighten the mandatory allocation 
program which you already have authority to 
administer rather than raising prices? Why not 
rationing? 

The mandatory allocation program was designed in 
response to an emergency situation, and does not 
address the more basic economic issues. A tighter 
mandatory allocation program could necessitate a 
significant increase in the Federal bureaucracy 
and could mean a return to the long gasoline lines 
we experienced last winter. Additionally, rationing 
and price control programs are inevitably 
discriminatory against those who would enter the 
market and provide competition. 

While the Administration~ program, which relies on 
the market forces, is more effective, the President 
announced his intention to guarantee reaching the 
goals by using his authority to limit imports if 
necessary. 

Hm'i much more expensive will gasoline and other 
products be? 

On the average, if costs of acrude import $3 fee are 
spread evenly among all products, prices of gasoline and 
other petroleum products refined from the higher 
priced imported crude could rise as much as 5 cents 
per gallon (controlled domestic oil will stay at . 
the same price). 

The total tax package and decontrol \'lould ultimately add 
about· $4 ·a ·.barrel (10 ·.cents per · gallon) to the average 
costs of ·all produc·ts. 



Q. 

A. 

Q. 

A. 

Q. 

·A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What are the limits to the President's power to 
institute a fee? 

The President may impose a fee in response to a 
national security finding and · should be established 
at that amount sufficient to offset the threat to 
national secur'ity. 

What additional actions are you asking from Congress? 

In conjunction with the establishment of the fee, we are 
asking Co~gress' ·f9r-....an .-excise tax on domestic· crude oil 

. (arid will' maintain a fee on all ·imports) 1 . the decontrol of 
old . crude oil, d·eregulation of. new natural gas, windfall 
profits- tax,· and a natural gas excise tax. 

What are the differences between a tax, a fee and 
a tariff? 

All three are charges which can be used to produce 
revenue and all three have the effect of reducing 
demand. The differences lie in the source of 
authority to levy the charge. A tax must be levied 
by Congress for the purpose of raising domestic 
revenue. A tariff is a charge against imports and 
must also be authorized by the Congress. A fee is 
also levied on imported material but may be set for 
non-revenue purposes and need not be legislated. 

How much oil will the combined tax/fee program · save? 

The overall tax-package will save an estimated 
1.6 MMB/D in 1977 and about· 1.0 MMB/D in 1975. 

Will there be rationing? 

No, not unless another emergency embargo situation 
necessitates it. 

Why not? 

Rationing will not solve our long-term problems 
and will create severe energy disruptions in life
styles and would require a large bureaucracy to 
administer. 

Q. 

A. 

Q • . 

A. 

Q. 

A. 

Q. 

Wouldn't it be better to reduce demand by imposing 
import quotas instead of raising prices through a 
fee? I 

No, it would not. ImPort quotas can cause disparities 
in the marketplace by mandating specific, allowable 
levels of products into the country. By raising · 
prices via _a fee, the individual consumer can 
determine in what areas to conserve. While we are 
not considering the use of import quotas at this 
time, we will submit le9islation requesting the 
authority to use tariffs, import quotas or other 
measures to achieve energy price levels necessary 
to reach our aoals. The Messaqe stated that Presidential 
power to limit oil imports would be used if necessary. 

· What is the effect o'f decontrolling domestic old 
oil? 

Prices on the domestic market will rise to meet 
world oil prices, and oil industry profits wilL ·also 
rise. This is why we must have immediate enactment 
of a windfall profits tax - to preclude this from 
happening. 

Why are you req~esting the deregulation of 
natural gas prices? 

I want to let the free market work to the maximum 
extent possible. The deregulation of natural gas 
prices will greatly encourage higher production 
levels in · the long run. As you know, we are 
currently faced with a natural gas shortage of 
14 percent for this winter. In the short run, 
higher prices will serve to lessen demand and will 
therefore mitigate the severity of this projected 
shortage. 

Isn•t'the ultimate effect of this action going to 
be increased prices to the consumer? 

A. Yes, this will be the effect. We estimate that 
the typical monthly natural gas bill -to the 
consumer would increase by about -$8 by 1985. The 
alternative to deregulation is less natural gas 
and higher costs for other fuels, such as petroleum 
and electricity. 



Q • . 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

How much will natural gas prices rise in the next 
few years.? 

·we estimate that, as a result of deregulation, the 
average natural gas prices will rise from 31¢/mcf 
in the interstate market in 1974, to 35¢/mcf in 
1975; 38¢/mcf in 1976; and 41¢/mcf in 1977. The 
average national natural gas price will be higher, 
because intrastate gas is not controlled. 

The estimated market clearing price for natural 
gas is 99¢/mcf, and would be reached by 1985. 

Why are you placing an excise tax on domestic 
natural gas? 

The excise tax on natural gas will approximate the 
excise tax and import fees on oil on a Btu equivalency 
basis. It will also inhibit preference for natural 
gas over oil. This tax will reduce the curtailment 
problem and lessen negative employment effects. 

How much will the production of qld oil be stimulated 
by price decontrol? · 

We estimate that price decontrol could result in 
an additional 1-2 MMB/D of crude oil production in the 
next: 3-4 years. .. 
What are the advantages of an import fee over a 
gasoline tax? 

An · import fee covers all crude and product imports 
and spreads the effects of demand reduction more 
evenly than a gas tax. The gasoline tax would have 
to be very large to save an equivalent amount of 
oil -- at least 30¢ per gallon -- and it would 
severely affect the already depressed automobile 
industry and numerous related industries. 

Why doesn't the Administration provide pr~ority treatmen7 
in domestic production of crude oil relat~ve to the levy~ng 
of tariffs and excise taxes? For example, the fee on 
imported crude could be $2.00 per barrel, whereas, the. 
domestic excise tax would be at $1.50. Won't such a~t~on 
encourage domestic exploration as a result of an add~t~onal 
financial incentive? 

The immediate import fees will raise the prices of imports 
relative to domestic production. In the long-run, and at 
the margin, decontrolled domestic crude would 7ise to 7he 
same selling price as foreign crude, and any d~fferent~al 
in taxes would probably only result in additional profits. 
Further, decontrol of old oil and higher prices should 
provide sufficient incentives to produce. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

NAVAL PETROLEUM RESERVES 

What is t your specific proposal with regard to the 
·Naval Petroleum Reserves? · · 

There are two ·proposals involved. We have asked 
Congress to permit production of the Elk Hills 
California, Naval Petroleum Reserve (NPR-1) under 
Navy control and are submitting legislation to the 

.Congress to authorize the exploration, development · 
and production of. NPR-4 in Alaska. The oil produced 

.from NPR-1 would be used to top off all ·Defense 
· Department storage tanks with the remainder to be 
. sold at auction or exchanged for refined petroleUm 
·products used by the Department of Defense. The 
production from NPR-4· would orovide petroleum for 
the domestic economy as well as for defense needs. 

Who will have Government authority for developing 
NPR il? ' 

I have asked the Co~gress to permit production of 
the Elk Hills Naval Petroleum Reserve under Navy 
control. 

How quickly can NPR-1 and NPR-4 be brought onstream? 

NPR-1 can produce 160,000 barrels per day within a few · 
months and 300,000 barrels per day by 1977. NPR-4 will 
take longer to produce as exploration and development 
must first. take place. · 

Can we use the Trans-Alaska Pipeline to move NPR-4 oil? ., 

No. North Slope oil production will fill the capacity· of · 
the Trans-Alaska Pipeline and thus new transportation 
facilities will be needed for NPR-4. 

What is the time frame and cost involved in retrieving 
oil and gas £rom NPR-4 in Alaska? 

The development of NPR-4 will require several years 
and production is not expected before 1982 at the earliest. 
The cost would be more than $400 million if- explo.ratfon is 
done by the Government. If any part of NPR-4 is leased 
commercially, revenues could more than offset costs. rt 
is estimated that about two million barrels per day can be 
produced in NPR-4. 



MID-TERM PROGRAM 

I 

OUTER CONTINENTAL SHELF PRODUCTION 

Q. How do you know there are sufficient quantities 
of oil and gas in the Outer Continental Shelf to make 
its development worthwhile? 

A. We don't know for sure that there are sufficient 
quantities for development although geological formations 
indicate that there may be. We are reaffirming our 
intention to continue an aggressive exploration and 
development policy. 

Q. What will be done to insure that the environmental impacts 
of oil and gas development in the OCS and other frontier 
areas will be kept to safe levels? 

A. We already have an extensive body of law desi~ned 
to protect theae areas from unacceptable levels of 
environmental darnag~ and a whole new level of technology 
(environmental monitoring protection) has ' been developed in 
response to these new laws. In the field of oil and gas 
developmen~ technical procedures and equipment are now in 
use designed to prevent oil spills and to minimize and 
control them once they occur. In addition the development 
of environmental baselines and the requirement to monitor 
the sites under development insures that any adverse effects 
will be detected early to allow proper and effective 
counteraction. 

The Council on Environmental Quality conducted an extensive 
study of oil and gas exploration in the offshore areas of 
the U.S. and concluded that with proper safeguards, these 
areas can be safely developed. The Department of the Interior 
has now adopted literally all of the recommendations of 
the CEQ report. 

In addition, new .funds are being requested for coastal 
zone management to investigate and develop further the 
additional safeguards needed to protect our environment. 
Of course, before any leasing of frontier areas is done, 
there,will be extensive public hearings and environmental 
impact statements to advise the public of th·e ·safeguards 
being taken. 



Q. 

A. 

Q. 

A. 

. Q. 

A. 

DOMESTIC PRICE UNCERTAINTY 

How would you determine when our vulnerability to 
pressure . trom oil exporting countries . is h :i.gh ... 
enough to make a price floor or other measure desir.~hle? 

Our vulnerability becomes unacceptable when our e~pected 
level of imports could not be completely replaced by 
emergency storage and -standby actions. If the pric7 
of imported oil declines considerably, demand for.o~l 
would increase and import levels would get much h~gher. 

What is the difference between a quota and a price 
floor on imports? 

A quota is designed to restrict the actual amount of 
imports into the country while a price floor sets a 
minimum price for imports so that domestic fuels will 
remain economically competitive with foreign sources. 

Wouldn't price floors maintain oil prices you have 
claimed are exorbitant? 

We would have no intention of setting a floor price at 
current world oil price levels ($11-12 per barrel). 
Rather, price floors could conceivably be set at a 
significantly lower level and still keep traditional 
domestic sources economic. 

Q. 

A. 

Q~ ' 

A. 

I CLEAN AIR ACT AMENDMENTS 

Will the Clean Fuels Deficit be eliminated by y9ur 
proposed energy actions? 

Yes. -The Clean Fuels Deficit is a term used to 
·describe the potential .shortage of low sulfur coal 

.needed to meet emission limitations in 1975 and . 
beyond. This shortage of low sulfur coai was at one . 
point estimated _to be as high as 200 million tons by 
mid-1975. - The alternatives to these actions would be 
to curtail coal burning, thereby curtailing electric 
energy generation, or to import low sulfur oil to fill 
the -· low. sulfuz:::coal gaps; thereby increasing _'our . oil l 
imports'. -· The actions- I- propose include voluntary . 
revision -of State emission limitations, implementation 
of supplementary control systems and extensions of · 
compliance deadlines to eliminate this problem. 

By rel~xing Jauto emission requirements, aren't you · 
letting the auto industry off the hook and at the same 
time lowering the quality of our air? 

No. We are actually moving to a tougher standard 
than now in force. I would like to emphasize that 
compliance with the legislative standards will still 
be required and cleaner air will th~s be achieved. 
The interim standards set carbon monoxide and hydro
carbon emissions at the current California levels 
(9.0 grams and .9 grams per mile respectively) and 

NOx emissions at 3.1 grams per mile for all States 
except California, where 2.0 grams per mile will still 
be required. Thus, the quality of our air will not be 
significantly impaired nor will we be retreating to the 
uncontrolled emission levels allowed before the passage 
of the Clean Air Act. 

The proposal to extend the time required to comply 
with the original 1977 auto emission standards is 
based. on the need to balance fuel conservation with 
the Clean Air Act requirements; simply proceeding with . 
the present schedule for emission controls would have 

· involved the additional consumption of 1 1/2 to 5 1/2 
,billion gallons of gasoline per year by 1980. By 

extending the time required to comply with the final 
emission limitations we achieve fuel conservation in 
the form of a 40 percent fuel efficiency improvement • . 

. , .. 



Q· What are your plans for stack gas scrubbers? 

A. Certainly some types of scrubbers have not reached 
the level of effectiveness that other designs have 
reached. However, scrubbers will play an important 
role in our future expanded use of coal. By 1985, 
we expect th~t all plants which need scrubbers will 
have them. 

J: :: 
Q. Won't the Clean Air Act (CAA} and the Energy Supply 

and Environmental Coordination Act (ESECA} Amendments 
which you ·are proposing mean a retreat from our present 
efforts to clean the nation's air? 

A. No, it .will not. There will -be a delay in achieving 
certain standards but the commitment remains firm. 

The purpose of these proposed amendments is to facilitate 
the use of coal thereby reducing our dependence on 
imported oil and to resolve the clean fuels shortage 
created by the unavailability of low sulfur coal and 
stack gas scrubbers. In no way are they intended to 
trade off our environmental needs for some quick energy 
solutions. 

Q. How will your plan to convert electric utilities from 
. oil to coal affect air quality? 

A. There may be an absolute increase in air pollution 
as a result of converting from oil to coal but the 
burning of coal itself will not adversely affect air 
quality since all coal conversion candidates will 
have to develop plans for complying with primary 
air quality standards. These plans must be approved 
by the Environmental Protection Agency before con
version orders may be placed in effect. In certain 
instances, an oil burning facility required to convert 
to coal may have difficulty obtaining the necessary 
low sulfur coal or pollution control; equipment. Such 
facilities will not be converted unless they can comply 
with ambient air qu~lity standards which protect health. 

Q. 

A. 

/ 

It has been reported that the delays you propose in 
auto emission requirements represent ·a deal with Detroit 
to gain your 40% fuel efficiency goal -- is this true? 

No, .there is no deal involved. But this action is a 
recognition of the i,technical limitations that now exist. 
.in trying to meet both the auto emission requirements 
as they presently exist and the 40% increased fuel 
efficiency goal. By allowing for the delay we are 
providing for a more gradual and less disruptive 
development of emission control equipment while at the 
same time achieving a 40% increase in fuel efficiency. 



Q. 

A. 

STRIP MINING LEGISLATION 

How will your proposed strip mining bill differ 
from the proposed· bill which Congress developed 
and you vet<;>ed? 

On December 30, . 1974, I gave my objections to the 
strip mining bill proposed by Congress. The 
Congressional bill would have resulted in a 
reduction in coal production, and also contained 
too many vague and unclear requirements that could 

.have led· to an. extensive litigation between the 
Federal Government and various private interest. 
groups. The bill I will propose will be similar in 

.many respects to the bill developed by Congress 
but amended to minimize these objections • . 

Q. 

A. 

COAL LEASING AND PRICES 

Why do we need increased coal leasing in the 
United States? 

In order for the nation to meet the goals I have 
announced, we must act quickly to remove constraints 
and provide new incentives for domestic production. 
We must focus our production capability on coal as it 
is our most abundant domestic resource. The Federal 
Government owns over 200 billion tons of coal reserves, 
but only 6 billion tons are currently scheduled to 
support production by 1980. Thus, we should move 
ahead to design a new program of coal leasing and 
should speea up proauct~on trom these leases, pro
viding the environmental impact of these actions 
is acceptable. 

Q. What was the effect of the United Mine Workers strike 
on coal prices? 

A. Coal prices rose substantially on the spot market in 
anticipation of and during the UMW strike. The cost 

.of the new UMW contract will add approximately $2-3 
to the price of a ton of coal in 3 years. Other factors 
continue to exert upward pressure on coal prices, the 
most notable of which is the return to the use "of less 
expensive coal in place of 'higher priced oil by electric 
utilities. 

Q. Even though the reserves are there, can the coal industry 
produce as much coal as we need in the short term? 

A. If we eliminate the uncertainties surrounding coal 
production, we can substantially close the gap betwetn 
coal supply and demand. The program I have outlined 
addresses all these uncertainties (stripmining legis
lation, coal leasing, Clean Air Act implementation, 
oil import policy, natural gas pricing policy a~d 
electricity demand) and should serve to assure an 
increased production of coal. We may not, however, 
be able to assure that coal production meets our 
demands in the very near future due to the current 
high oil prices and the shortage of natural gas which 
heightens coal use. Increased coal production is also 
constrained by manpower and equipment shortages in 

~ the short term. 



Q. 

A. 

Q. 

A. 

Q. 

A. 

ELECTRIC UTILITtES 

What legislative · changes are you proposing for 
electric utility rate structures? 

· The legislation we are proposing will require state 
regulatory authorities to permit the utilities under 
their jurisdiction to generate sufficient revenues 
to cover .costs during a period of rapid inflation 
and heavy capital expansion requirements. 

Three of t~e provisions, including the cost of construction 
work in· progress in _ the · ·rat~. - base . mandating fuel adjustment 
pass-t~roughs, and setting a .5 month rna~iinurn processing · 
time for. regulatory hearings, would require all -authorities 
to ,adopt·. procedures that are now being used in many 
jurisdictions. 

The off-peak pricing proposal would prevent authorities 
from limiting electric utilities in their efforts to 
increase r~venues by selling more power· during slack 
demand per1:-ods!' 

You said you would take further actions to aid electric 
utilities if necessary. What actions do you anticipate? 

At·this time, more than 60 percent of all planned 
· nuclear plants have been delayed or cancelled. The 
Energy Resources Council will be working with the 
utilities and, if warranted, we will propose additional 
measures to get these plants going again. 

Many of these proposals will lead to increases in 
utility rates. Bow large will these increases be? 

The inclusion of Construction Work in Progress in 
the rate base would add about 11 percent a year to 
prices and the limitation on rate decision delay 
would add about 5 percent next year, and probably 
less thereafter. The other proposals would add 
1 to 2 percent to rates. In all, for the first full 
year in which the charges would take effect, the 
additional increase would be almost 20 percent. 

Q. Why are you proposing rate increases in a time of 
d·ouble-digit inflation? 

A • . 

Q. 

A. 

Q. 

A. 

Q. 

. A. 

T~e incr79$es in cost of electricity must be paid 
e1ther d1rectly.by con~urners~ or indirectly through 
Government subs1dy. D1rect 1ncreases will cut back 
demand and red~ce the overall increase required. 
A Government subsidy, on the other hand, means that . 
everybody pays, whether they use more or less. 
Therefore, price increases for electricity will 
assure that those who use more, pay more. 

I'm using less electricity but paying more. Why? 

U~der ~ast.year's unusual circumstances {unprecedented 
011 pr1ce 1ncreases) the average per unit· cost of 
electr~city.to industry rose 55 percent and 20 percent 
to re~~dent1al consumers. This increase was so large 
that 1t offset most efforts to cut consumption. 
Rates should not increase as fast this year. 

Isn't the electric utility industry already making 
record profits? 

Profits did increase through 1973. However in 1974 
they began to decline. For the first three'quarters' 
of 1~74, aggregate profits for the utility industry 
dec~1ned by about 7 percent from those of the equivalent 
~er1od of 1973. The critical issue, however, is that 
1nvestor-owned electric utilities are now earning 
less than three times their total interest charges 
A n~er of utilities are only barely meeting stat~tory 
requ1rernents for interest coverage. · 

~~~ ~~elo~oint~nd to monitor what electric utilities pay 
. rna e sure they are trying to be as cost-

consc1ous as possible? 

Our proposal calls for the a · 
authority to all . . .Ppropr1ate local regulatory 

. . ow a ]ust1f1ed fuel pa th h 
W1ll cont1nue to be the function of ss- roug • It 
oversee these regulations. that authority to 



Q. 

A. 

Q. 

A. 

If investor-owned utilities are unable to remain 
solvent without Federal intervention, why aren't 
you proposing public ownership at the State/municipal 
level or nationalization? 

Public ownership as a solution implies that such 
ownership can solve the problem more cheaply. 
However, there is no consensus that publicly owned 
power is cheaper than privately owned power in the 
United States, except to the extent that it receives 
subsidization through cheaper capital an4 lower taxes. 
Such subsidy would tend to stimulate consumption 
relative to private ownership, and would be more 
expensive in the long run. 

Aren't you suggesting an infringement of states' 
rights? Isn't this unconstitutional? 

While regulation of utility rates has traditionally 
been under State jurisdiction, the interest of the 
country as a whole is at stake." Specifically, . the 
Interstate Commerce Clause gives the Federal Government 
the authority to regulate activities that affect 
interstate commerce - and it has been determined that 
consumption of electricity does affect interstate 
commerce. Most of these proposals are not new·and 
already exist in many states. What we propose will 
establish uniformity across the nation resulting in 
more equitable treatment of all public utilities. 

J , 

Q. 

A. 

Q • . 

A. 

Q. 

A. 

Q. 

A. 

What will the role of the States be in energy 
facility siting? 

I 

Under the proposed facilities siting legiilation, 
States will be required to develop and submit 
comprehensive management plans to the FEA for the . 
siting and construction of needed energy facilit~es 
within their boundaries. Each management plan w~ll 
have to be approved by the FEA before State implementation · 
may begin. : 

What if FEA .does not approve a plan? 

If a · State fails to formulate an acceptable plan, 
the FEA Administrator may promulgate an energy facility 
management program for the State to administer. 

Can a State veto an FEA promulgated plan? · 

No. 

Will the bill authorize FEA to overturn a State 
decision on a particular site application? 

No. If a State fails to comply with the plans 
requirements in a particular case, the applicant 
may seek relief in the courts. 



Q,; . 

Q • . 

A. 

A. 

ENERGY CONSERVATION 

Arc the specific conservation measures you've proposed 
tough enough to provide the petroleum demand reduction 
necessary to achieve the import goal in 1977? 

Yes, they are. We are setting a goal to reduce imports 
by 2 MMB/D by the end of 1977. The· savings from 
increased taxes and import fees amounts to 1.6 MMB/D . 

· whi.le coal conversion will bring an 0.3 MMB/D ·oil saving. 
The development of Elk Hills Naval Petroleum Reserve 
will allow us to cut another 0. 3 MMB/D from our import ·. · 
needs and additional conservation programs (public 
information, auto efficiency standards, thermal standards, 
voluntary appliance standar.ds) will save even more. 

Why do we need long term conservation measures if; 
a~cording to the Project Independ~nce Report, 
accelerated development of our supplies alone will 
lead us to energy independence in 1985 if oil prices 
stay at $11 per barrel? 

We need long term conservation goals specifically 
because we do not expect that the future price of 
world oil will be ~~~ana we do not want prices that · higb. 
Since the world price may drop considerably below $11 
per barrel, we must make sure that the resulting 
increased demand will not increase our. imports. We 
also need to stop using energy wastefully and to 
preserve our limited oil resources as much as possible.· 

Will the conservation program you proposed result in 
attainment of the goal of one million barrels -per day 
savings in imports for 1975 that you established in 
your energy message to Congress in October, 1974? 

Yes. If it is all carried out -- high~r prices · 
resulting from the tariff and excise taxes, combined 
with the comparatively smaller immediate effects of 
specific conservation measures, · such as the expanded , 

· conservation education program, the development of 
the Elk Hills Naval Petroleum Reserve, and coal 
conversion should provide us with at least one .million 
barrels per day savings in projected imports by the 
fourth quarter of 1~75. 

However, attainment of this - very near term goal is 
not enough. Our attention must turn to the far tougher 
goals of reducing our vulnerability to .foreign supply 
curtailments through 1977, and eliminating it by 1985. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

I 

If energy efficiency improvements in the horne 
effectively ·reduce fuel costs, why is a tax credit 
needed for thermal improvements? 

More and_mo:e Americans are highly mobile and do 
.not rema~n ~n.the same house for long periods of time. 
Be~ause of th~s factor, and because it may take a few 
years· to m~ke ~hermal insulation pay off economically, 
a t_ax cred~t. w1.ll encourage homeowners to insulate. now 
regardless -of how lo~g they res:ide. ·in .. the ·same house. 

Secondly, because the economics of insulation do 
n~t pay ~ff quickly, homeowners will have · to pay 
h~gher f~rst costs. In this period of recession 
many will find it difficult to pay' higher first costs 
and a tax credit will help. · 

Has the 55 m.p.h. speed limit been effective? 

Yes. Lower speed limits are directly attributable 
to lowe~ death rates on our highways and is a 
factor 1.n redu7ed ga~oline.consumption. As you 
kno~, the Pres~dent JUSt s~gned into law a bill 
mak~ng the 55 m.p.h. speed limit a national 
mandatory limit for interstate highways and urges 
a~l.state Governors to vigorously enforce this 
l~m~t. 

What steps are you taking to assure that conservation 
goals are met by industry? 

~embers.of the Administration have been meeting with 
~ndustr~al leaders on a regular basis to work out 
prog~ams of industrial 7onservation. We are receiving 
comrn~tments from these ~ndustries to conserve more 
energy and I am co~fident that industry is prepared 
to conserve as much as possible. If savings are 
not achiev7d by volun~ary rn~ans, however, mandatory 
mAasures w~ll be cons~dered. ·· 



Q. Will the mandatory thermal standards delay recovery 
for the construction industry anticipated during the 
second half of 1975? 

A. Since the mandatory thermal standards proposed will 
take six months to formulate, and subsequently will 
be implemented in a phased program over three years, 
this conservation action should have no impact on 
the recovery of construction expected during 197?.·· 

Q. Why did you decide against mandatory appliance 
standards? 

A. As in the case of automobile efficiency standards, 
before the Government should intervene in the market
place, industry should be provided an opportunity 
to demonstrate that it can act responsibly .and responsively 
to the higher value on energy. . For this reason, we 

. Q. 

· have allowed a short period for industry to voluntarily 
institute measures to increase energy efficiency in 
appliances and have asked the Energy Resources Council 
to work with industry to establish the voluntary standards. 

Why haven't you initiated any new public transportation 
programs? 

A. We are already doing a number of things to stimulate 
use of mass transit, including a rapid increase ·in 
funds for its development. Additional actions have 
not been taken because they would only result in small 
additional savings of energy. 

Q. Do you think your total energy program places as much · · 
emphasis on conservation as it does on resource 
development? 

A. Yes. TP,e program being proposed is a tough _lnaridatory 
energy conservation program and relies .heavily on conser
vation to reduce imports in the short-term. 

I 

EMERGENCY PLANNING MEASURES 



Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

EMERGENCY STORAGE 

What kind of specific authority are you requesting 
with regard . to emergency storage? 

we are requesting authori~y to create and mai~ta~n 
a strategic reserve capac1ty of more than 1 b1ll1on 
barrels of petroleum and petroleum products and the 
authority to determine under what circumstances and 
to what extent those reserves should be used during 
emergency situations. This is sufficient to provide 
3 million barrels of oil per day for a full year. 

What is the benefit of a storage program to safeguard 
against an embargo if it won't be operational until 
1980? 

While it is true that a storage program won't be 
fully operational before 1980, it will provide some 
protection between now and then as stocks are 
gradually accumulated. Further, we will need the 
protection provided by a storage program after 1980, 
as the nation will continue to be dependent upon 
foreign imports to meet some portion ·of its ener~y 
needs. During this interim period, we will cont1nue 
our· efforts toward ·stringent conservation by all 
consuming nations. 

How will the program be financed and will the owner
ship be public or private? 

we have not firmly established yet how the progr~m .. 
will be financed or who will own the storage fac1l1t1es. 
These questions will be fully explored later in the 
planning and engineering stage. 

What products will be stored - crude as well as refined 
products? 

we currently anticipate that we will store predom
inantly crude oil, although there will probably be 
some storage of petroleum products, mainly for the 
needs of the Northeastern part of our country. The 
specific amounts of each type of storage will be 
determined in the planning stages. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

. A. 

Why would oil be stored in salt domes located iri 
the qulf Coast, when other regions are heavily 
import dependent? 

Suitable salt domes provide inexpensive storage 
facilities and are located near crude oil distri
bution centers, refineries, and transportation· 
facilities. Thus, during an embargo, oil stored · 
in salt domes will be readily available to all 
sections of the country at equitable cost. 

How will the military be provided for in the event 
of another embargo? 

Of the 1.3 billion barrels of petroleum emergency 
storage capacity, .300 million barrels will be reserved 
for national defense needs in case of an emergency. 

Won't petroleum for .storage have to be purchased 
from high priced foreign oil? 

No. We will not purchase significant quantities 
of oil for at least a couple of years, at which 
time prices may have broken. In addition, ou~ 
strategic reserves will be partially filled from 
domestic sources. 

Will we store all the .oil in salt domes, or will some 
be stored in conventional tanks? 

The type of storage facility, location and the mix 
of crude oil ·and product to be stored will be determined 
in a report to Congress one year after enactment of the 
Strategic Reserve Bill. However, preliminary studies 
indicate that crude oil will comprise the majority of 
the reserve and will be stored in salt domes, although 
there will probably be selected product storage in 
steel tanks. 



STANDBY AUTHORITY 

Q. What kind of standby authority are you asking for? 

A. The main features of the proposed legislation to 
deal with emergency situations are: 

to allocate and control the price of domestic oil; 
to ration end use of energy directly if necessary; 
to implement energy conservation programs; 
to increase domestic oil production and allocate 
supplies of critical materials. 
to regulate and control petroleum inventories. 

This legislation will also contain authority for 
the u.s. to comply with the International Energy 
Program requiring international sharing of oil in 
times of emergency. 

Q. Why are you asking Congress for standby energy 
emergency authorities? 

A. In an emergency situation, such as an embargo, the 
President should have the authority to act quickly 
and effectively to minimize the impact on this 
country. Furthermore, standby conservation authority 
is one of the requirements of the International Energy · 
Plan. I must emphasize, however, that this is "standby" 
authority to be activated only in a time of crisis. 
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Q. 

A. 

Q. 

A. 

RESEARCH AND DEVELOPMENT 

What are you doing about solar energy development? 

Federal -funding for solar energy R&D has climbed from 
approximately $3 million in FY 1972 to approximately 
$50 million in FY 1975. The recently enacted Solar 
Heating and Cooling Demonstration Act of 1974 provides 
an additional $60 million over five years for . 
developing and demonstra~ing solar heating and cooling 
technology. Planning is well underway to implement . 
this program. The Solar Research and Development Act 
which was also just recently enacted authorizes another 
$75 million in FY 1976 for solar energy R&D. The 
Administration is continuing to review the requirements 
of the program to. deter.mine the appropriate- level of 
funding that can be usefully spent over the next five · 
years to develop solar energy technology. 

What are your specific proposals with regard to 
increasing nuclear R&D? 

Nuclear energy holds great promise in satisfying our 
energy demand. Unfortunately, it now accounts for only 
1% of our energy needs due to technical problems, 
construction delays, and other bottlenecks which have 
slowed its progress. We are markedly increasing the 
budget appropriation for nuclear waste disposal .and 
for continued improvements in safeguards. 

Q. Will your Synthetic Fuels Commercialization Program 
encourage oil shale development at the expense of the 
environment? 

A. No. The program could lessen environmental impacts 
if we can learn to commercialize cleaner types of 
production, such as in-situ processing of oil .shale. 
In addition, one of the important purposes of this 
program will be to· investigate and determine the 
environmental problems associated with synthetic fuels 
development and to identify the solutions. 

Only when we have developed commercially useable 
technologies which are environmentally acceptable 

,will we proceed to the final step of full commercial 
implementation. 

Q. Many environmentalists are concerned about the 
development and use of the nuclear breeder reactor 
what is the Administration's position on this issue? 

A. We have continued support of . an expanded R&D program 
for breeder reactors and will spend over $500 
million in FY 76 to· answer some of these questions. 

All projections indicate that nuclear power will 
· become an increasingly important source of electric 

power generation. However, for such growth to occur, 
nuclear fuel will need t~ be readily available, for 
our supply of economically available domestic nuclear 
fuel .is limited. Thus, we must suppla~ent this · domestic 
supply by deve],.oping other supply sources. · · 

The breeder reactor is one such supply source. 
· Other sources of nuclear fuel and other methods for 
nuclear power generation are also being investigated. 

Q. What role will ERDA play in achieving these goals? 

A. ERDA's mission i~ to develop ways of using solar 
· energy, geothermal energy, nuclear power, coal 
gasification and other new or undeveloped energy 
sources and will play a major role in achieving our 
long-term goals. · 



ECONOMIC IMPACT 

ECONOMIC IMPACT 

Q. What impact will be made on the Federal budget by 
those programs proposed within the energy message? 

A. There will be very small budget impacts in FY 75. 

Q. 

In FY 76 these programs could increase Federal· 
obligations by 100-200 million dollars, mostly for 
conservation and facility siting programs, but of 
course those are more than offset by the revenues 
raised by the conservation tax measures. 

The emergency storage program will be financed from 
a special ·fund which will utilize revenues from Naval 
Petroleum Reser:Ve produ.ct:ion;.:-_. 

The Administration expects prices of · energy and 
energy-intensive goods to rise, and plans to 
offset the impact by reducing income taxes. Won't: 
this affect individuals and income groups differently? 
Will low-income households tend to be affected more? 
How does the Administration plan to assist low-income 
households? · · 

A. Individuals and income groups will be affected 
differently by these proposals. What we can do and 
are doing is to provide a level of tax relief that . 
will stimulate the entire economy for the benefit 
of all citizens·. These tax cuts proposed by the 
Administration will provide relief to low-income 
households. In addition a rebate of $80 per adult 
will be provided to individuals whose incomes are 
so low that they do not pay taxes. 

•. :-.:: ~ 

Q. What are the long run and short run effects ·of the· · 
President's program on the regional costs of energy? 

A. While there will be some significant fuel ·· price increases 
in the Northeast, the uneven regional effects will be 
dealt with through the existing cost equalization program 
and lower product import fees. In the longer term, 
regional effects will be handled by-decontrolling the 
price of crude oil and thus eliminating any.petroleum 
price differentials. 



Q. What will the effects of the ' program be .. on the economy 
in terms of inflation and recession? 

• . . 

A. This program contains the balancing elements essential 
to meet the problems inherent in the existing economic 
environment. It will reduce our balance of payments, 
increase domestic resource development, and encourage 
recognition of the need for energy .conservation and the 
fact that energy is no longer abundant. This program 
will produce higher prices in the short run which will 
result in a one-time increase in inflation, but will 
prepare us for dealing with future energy disruptions . 
which could be devastating to our economy . . 

Q .• · How -much will all your programs increase the average 
family's bills in a year? 

A. This program is estimated to increase the average middle
income family's energy budget by about $250 in 1975. 

Q. What will be the effect of this program on the dollar 
outflow for oil? 

A. The United States spent $2.7 billion on petroleum 
imports in 1970. This dollar outflow rose to 
$23.6 billion in 1974. If no new actions are 
initiated, we estimate the petroleum revenue 
outflow to reach $32.1 billion in 1977 and $32.4 
billion in 1985. With this program, we estimate 
outflows to be $21.3 billion in 1977 and $12.0 
billion in 1985. 

I 
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INTERNATIONAL 

Q. How do you expect the OPEC producing countries to 
react to your energy program~ 

A. Most of the OPEC governments have urged on several 
occasions that the U. s. and other consumer .countries 
adopt policies to encourage conservation and more 
rational energy use. Many of them have also suggested 
that the industrial countries accelerate the -develop
ment of alternative energy sources to reduce demands 
on their non-renewable petroleum reserves. We believe 
t~ese features of the President •·s program will be 
v1ewed favorably by the producing countries as well 
as by other importing countries. 

Q. Will we get any North Sea _oil? Mexican oii? 

A. While the United States will strive to achieve energy 
independence, we will still have to import . some oil and 
will try to import from relatively secur~ sources. We 
will pursue negotiations with Mexico and with North . Sea 
oil producers to add imports from these areas. 

Q. Regarding Canada's decision to phase out exporting 
crude to the u.s., what effect will this have on the 
U.S., particularly on the Upper Midwest supply and 
demand situation? 

A. Domestic refiners in the upper Midwest will be obliged 
to obtain their crude oil from alternate sources. This 
will probably require the construction or expansion of 
pipeline capacity. Marketers in this region may be able 
to obtain refined products from Canada should a crude 
shortfall develop in the interim. Demand will be 
unaffected unless a severe product shortage arises, 
with its attendant gasoline lines and other inconveniences. 
Careful planning and timing should enable the change in 
supply patterns to take place with a minimum of 
disruptions in product availability or price. 

GENERAL 



GENERAL 

Q. Do you believe that the National Environmental Policy 
Act {NEPA) is a hindrance to the development of domestic 
energy production? 

A. No, I do not. NEPA was promulgated to insure that 
environmental concerns were con.sidered in Government 
decision making. Because of this new, major consideration, 
decision making will in many instances take more time and 
require more detailed review than was required in the past. 
However, this process should ensure that the energy projects 
selected will maintain the quality of the environment. 

Q. What would be the projected profit picture for the oil 
industry this year if a windfall profits tax were enacted? 
If one were not enacted? 

A. Either way, we estirrate that profits will be relatively 
constant this year. · If we maintain price controls but 
do n~t enact a ~indfall profits tax, we can expect industry 
prof1ts to rema1n stable. If we decontrol old oil and 
enact a tax, we can expect a small decrease in profits from 
last year's levels. 

Q. What are you going to do about getting New England 
to build refineries? 

A. The'Administration intends to encourage refinery 
construction in all areas of the country and particularly 
in those in whi.ch there is a . significant refining deficit. 
In New England, for example, it would be beneficial to . 
have refining capability now and particularly if Atlantic 
OCS production begins. Refineries in that area could 
offset New England's extensive reliance on .product imports 
and could create jobs. 

Q. Why do we say that independence and self-sufficiency can 
now be attained in 1985 rather than 1980 as was earlier 
.announced by President Nixon? 

A. After a thorough review of potential domestic supply 
a.nd· demand for all fuels, on a ·regional basis, we have 
concluded that independence by . l980 cannot be attained. · 
The lead-times for exploring and producing oil from new 
sources and for constructing new facilities is too great 
to expand domestic supply sufficiently. · 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

. A. 

How can you propose great increases in resource 
development when it is a fact that there are acute 
shortages of materials and equipment throughout the 
economy? 

At present, many categories of steel products, plate 
and tubular goods are in short supply. There is litt~e 
that can be done to accelerate supply in the next 2-3 
years and that is why this program concentrates on 
reducing demand. Within the 1975-1985 time period, 
however, new capacity will come on-stream and the 
problem will be eased. 

In compiling your energy message, whose statistical data 
did you rely on -- industry or government? 

Ours. One of the real achievements in the last year 
was growth in the capability of the Federal government 
to provide its own energy data. The ·analyses in this 
program were developed by the government using its own 
reporting systems and analytical tools. 

What can the public do to contribute to the success 
of your program? 

I am hoping that all Americans will support this program 
in every way possible. The most significant contribution 
the average consumer can make is in the area of energy 
conser :ation --by installing thermally effi cient insula
tion in their homes, by lowering thermostats, by driving 
55 MPH and by driving less. The greatest contributions 
will come when we all learn how to conserve which is why 
I have requested an increase of $ 4 million in the govern
ment's public information program. We will try to explain 
the rationale and effects of this program to all Americans 
in the next several weeks. 

What is the effect of the Trans Al aska Pipeline on 
domestic supply plans and will it help the situation? 
Are there any plans to speed up construction ? What 
about a second pipeline? 

The Trans Alaska Pipeline will supply more than 2 MMB/ D 
of domestic crude production, almost 20 percent above 
current 2rod~ction level~ .. To a~sure rapid completion 
of~the p1pel1ne, the Adm1n1strat1on has already given 
priority to its requirements of equipment and materials. 
A second pipeline cou ld be constructed later if necessary. 

GP O 882 · 9 7 1 



PETROLEUM TRENDS 

20----------------------------------------------------~ 

15 

c ...... 
m 10 
~ 
~ 

5 

1950 

DOMESTIC PRODUCTION 

1955 1960 1965 1970 1974 



I 

THE PRESIDENT'S SHORT-TERM PROGRAM 

25 

20 
/ ...... 

/ ..... 
/ ....... L 

VERSION ........ 
c 15 ....... 
al 
:::!: 
:::!: ........ 

10· --- --- NPR-1 

DOMESTIC DOMESTIC 
PRODUCTION PRODUCTION DOMESTIC 

5 PRODUCTION 

1974 1977 1977 
WITH NO NEW WITH PRESIDENT'S 

ACTIONS PROGRAM 



IMPACTS OF SHORT-TERM PROGRAM 
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EFFECTS OF MID-TERM PROGRAM 
119851 

DEMAND WITH NO NEW ACTIONS 23.9 MMB/D 

IMPORTS WITH NO NEW ACTIONS 12.7 MMB/D 

1985 IMPACT 
LESS SAVINGS ACHIEVED BY FOLLOWING ACTIONS: ON IMPORTS [MMB/D] 

OCS LEASING 1.5 

NPR-4 DEVELOPMENT 2.0 

COAL CONVERSION 0.4 
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TOTAL IMPORT SAVINGS BY ACTIONS 8.0 

REMAINING IMPORTS 4.7 
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NET IMPORT VULNERABILITY 0 
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Mr. Speaker, Mr. Vice President, Members Gf the 
94th Congress, and distinguished guests: 

Twenty-six years ago, a freshman Congressman, 
a young fellow, with lots of idealism who was out to 
change the world, stood before Sam Rayburn in the well 
of the House and solemnly swore to the same oath that all 
of you took yesterday, an unforgetable experience, and I 
congratulate you all. 

Two days later, that same freshman stood at the 
back of this great Chamber, over there someplace, as 
President Truman, all charged up by his single-handed 
election victory, reported as the Constitution requires on 
the State of the Union. 

When the bipartisan applause stopped, President 
Truman said, "I am happy to report to the 8lst Congress 
that the State of the Union is good. Our Nation is better 
able than ever before to meet the needs of the American 
people and to give them their fair chance in the 
pursuit of happiness. It is foremost among the nations 
of the world in the search for peace." 

Today, that freshman Member from Michigan stands 
where Mr. Truman stood, and I must say to you that the 
State of the Union is not good. Millions of Americans 
are out of work. Recession and inflation are eroding 
the money of millions more. Prices are too high and 
sales are too slow. 

This year's Federal deficit will be about $30 
billion; next year's probably $45 billion. The national 
debt will rise to over $500 billion. Our plant capacity 
and productivity are not increasing fast enough. We depend 
on others for essential energy. 

Some people question their Government's ability 
to make hard decisions and stick with them. They expect 
Washington politics as usual. 
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Yet, what President Truman said on January 5, 
1949 is even more true in 1975. We are better able to 
meet our peoples' needs. All Americans do have a 
fairer chance to pursue happiness. Not only are we 
still the foremost Nation in the pursuit of peace, but 
today's prospects of attaining it are infinitely 
better. 

There were 59 million Americans employed at the 
start of 1949. Now there are more than 85 million 
Americans who have jobs. In comparable dollars, the average 
income of the American family has doubled during the past 
26 years. 
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Now, I want to speak very bluntly. I have got 
bad news, and I don't expect much, if any, applause. 

The American people want action and it will take 
both the Congress and the President to give them what they 
want. 

Progress and solutions can be achieved and they 
will be achieved. My message today is not intended to 
address all of the complex needs of America. I will send 
separate messages making specific recommendations for 
domestic legislation, such as the extension of General 
Revenue Sharing and the Voting Rights Act. 

The moment has come to move in a new direction. 
We can=do this by fashioning a new partnership between 
the Congress on the one hand, the White House on the other, 
and the people we both represent. 

Let us mobilize the most powerful and most creative 
industrial Nation that ever existed on this earth to put 
all our people to work. 

The emphasis on our economic efforts must now 
shift from inflation to jobs. To bolster business and 
industry and to create new jobs I propose a one-year 
tax reduction of $16 billion. Three-quarters would go to 
individuals and one-quarter to promote business investment. 

This cash rebate to individuals amounts to 12 
percent of 1974 tax payments -- a total cut of $12 billion, 
with a maximum of $1,000 per return. 

I call on the Congress to act by April 1. If 
you do -- and I hope you will -- the Treasury can send the 
first check for half of the rebate in May and the second by 
September. 

The other one-fourth of the cut, about $4 billion, 
will go to business, including farms, to promote expansion 
and to create more jobs. 

The one-year reduction for businesses would be 
in the form of a liberalized investment tax credit increasing 
the rate to 12 percent for all business. 

This tax cut does not include the more fundamental 
reforms needed in our tax system but it points us in the 
right direction allowing taxpayers rather than the 
Government to spend their pay. 

Cutting taxes now is essential if we are to 
turn the economy around. A tax cut offers the best hope 
of creating more jobs. Unfortunately, it will increase the 
size of the budget deficit. Therefore, it is more important 
than ever that we take steps to control the growth of Federal 
expenditures. 
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Part of our trouble is that we have been self
indulgent. For decades, we have been voting ever-increasing 
levels of Government benefits and now the bill has come due. 

We have been adding so many new programs that the 
size and growth of the Federal budget has taken on a life 
of its own. 

One characteristic of these programs is that their 
cost increases automatically every year because the number 
of people eligible for most of the benefits increases every 
year. 
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When these programs were enacted, there is no 
dollar amount set. No one knows what they will cost. All 
we know is that whatever they cost last year, they will 
cost more next year. 

It is a question of simple arithmetic. Unless 
we check the excessive growth of Federal expenditures, or 
impose on ourselves matching increases in taxes, we will 
corrtinue to run huge inflationary deficits in the Federal 
budget. 

If we project the current built-in momentum of 
Federal spending through the next 15 years, State, Federal 
and local government expenditures could easily comprise 
half of our Gross National Product. This compares with 
less than a third in 1975. 

I just concluded the process of preparing the budget 
submissions for fiscal year 1976. In that budget, I will 
propose legislation to restrain the growth of a number of 
existing programs. I have also concluded that no new spending 
programs can be initiated this year, except for energy. 

Further, I will not hesitate to veto any new 
spending programs adopted by the Congress. 

As an additional step towards putting the Federal 
Government's house in order, I recommend a 5 percent limit 
on Federal pay increases in 1975. In all Government programs 
tied to the Consumer Price Index, including Social Security, 
civil service and military retirement pay and food stamps, I 
also propose a one year maximum increase of 5 percent. None 
of these recommended ceiling limitations, over which Congress 
has final authority, are easy to propose because in most 
cases they involve anticipated payments to many, many 
deserving people. Nonetheless, it must be done. 

I must emphasize that I am not asking to eliminate, 
to reduce, to freeze these payments. I am merely recommending 
that vle slow down the rate at which these payments increase 
and these programs grow. Only a reduction in the growth of 
spen0:Lng can keep Federal borrowing down and reduc8 the 
damage to the private sector from high interest rates. 

Only a reduction in spending can make it possible 
for the Federal Reserve System to avoid an inflationary growth 
in the money supply and thus restore balance to our economy. 
A major reduction in the growth of Federal spending can help 
dispel the uncertainty that so many feel about our economy 
and put us on the way to curing our economic ills. 
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If we don't act to slow down the rate of increase 
in Federal spending, the United States Treasury will be 
legally obligated to spend more than $360 billion in fiscal 
year 1976, even if no new programs are enacted. 

These are not matters of conjecture or prediction, 
but, again, a matter of simple arithmetic. The size of these 
numbers and their implications for our everyday life in the 
health of our economic system are shocking. 

I submitted to the last Congress a list of budget 
deferrals and recissions There will be more cuts recommended 
in the budget I will submit. Even so, the level of outlays 
for fiscal year 1976 is still much, much too high. Not only 
is it too high for this year, but the decisions we make now 
will inevitably have a major and growing impact on expenditure 
levels in future years. 
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I think this is a very fundamental issue that 
we, the Congress and I, must jointly solve. Economic 
disruptions we and others are experiencing stems in part 
from the fact that the world price of petroleum has 
quadrupled in the last year. 

But in all honesty, we cannot put all of the 
blame on the oil exporting nations. We, the United 
States, are not blameless. Our growing dependence upon 
foreign sources has been adding to our vulnerability for 
years and years, and we did nothing to prepare ourselves 
for such an event as the embargo of 1973. 

During the 1960s, this country had a surplus 
capacity of crude oil which we were able to make 
available to our trading partners whenever there was a 
disruption of supply. This surplus capacity enabled us 
to influence both supplies and prices of crude oil 
throughout the world. 

Our excess capacity neutralized any effort at 
establishing an effective cartel,and thus the rest of the 
world was assured of adequate supplies of oil at 
reasonable prices. 

By 1970 our 
as a consequence, the 
emerge in full force. 
dependent on imported 
economies in balance. 

surplus capacity had vanished and, 
latent power of the oil cartel could 

Europe and Japan, both heavily 
oil,now struggle to keep their 

Even the United States, our country, which is 
far more self-sufficient than most other industrial 
countries, has been put under serious pressure. 

I am proposing a program which will begin to 
restore our country's surplus capacity in total energy. 
In this way we will be able to assure ourselves reliable 
and adequate energy and help foster a new world energy 
stability for other major consuming nations. 

But this Nation, and in fact the world, must 
face the· prospect of energy difficulties between now and 
1985. This program will impose burdens on all of us, 
with the aim of reducing our consumption of energy and 
increasing our production. 

Great attention has been paid to the consider
ations of fairness, and I can assure you that the burdens 
will not fall more harshly on those less able to bear 
them. 
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I am recommending a plan to make us invulnerable 
to cutoffs of foreign oil. It will require sacrifices, 
but it -- and this is most important -- it will work. 

I have set the following national energy goals 
to assure that our future is as secure and as productive 
as our past. 

First, we must reduce oil import by one million 
barrels per day by the end of this year and by two 
million barrels per day by the end of 1977. 

Second, we must end vulnerability to economic 
disruption by foreign suppliers by 1985. 

Third, we must develop our energy technology 
and resources so that the United States has the ability 
to supply a significant share of the energy needs of the 
free world by the end of this century. 

To attain these objectives, we need immediate 
action to cut imports. Unfortunately, in the short-term 
there are only a limited number of actions which can 
increase domestic supply. I will press for all of them. 

I urge quick action on the necessary legislation 
to allow commercial production at the Elk Hills, California 
Naval Petroleum Reserve. 

In order that we make greater use of 
domestic coal resources, I am submitting amendments to 
the Energy Supply and Environmental Coordination Act, 
which will greatly increase the number of power plants 
that can be promptly converted to coal. 

Obviously, voluntary conservation continues to 
be essential, but tougher programs are needed and 
needed now. Therefore, I am using Presidential powers 
to raise the fee on all imported crude oil and 
petroleum products. 

The crude oil fee level will be increased $1 
per barrel on February 1, by $2 per barrel on March 1 and 
by $3 per barrel on April 1. 
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I will take action to reduce undue hardships on 
any geographical region. The foregoing are interim 
administrative actions. They will be rescinded when 
the broader but necessary legislation is enacted. 

To that end, I am requesting the Congress to act 
within 90 days on a more comprehensive energy tax program. 
It includes: excise taxes and import fees totalling $2.00 
per barrel on product imports and on all crude oil; de
regulation of new natural gas; and enactment of a natural 
gas excise tax. 

I plan to take Presidential initiative to de
control the price of domestic crude oil on April 1. I 
urge the Congress to enact a windfall profits tax by that 
date to insure that oil producers do not profit unduly. 

The sooner Congress acts the more effective the 
oil conservation program will be and the quicker the Federal 
revenues can be returned to our people. 

I am prepared to use Presidential authority to 
limit imports, as necessary, to guarantee success. 

I want you to know that before deciding on my 
energy conservation program, I considered rationing and 
higher gasoline taxes as alternatives. In my judgment, 
neither would achieve the desired results and both would 
produce unacceptable inequities. 

A massive program must be initiated to increase 
energy supply, to cut demand and provide new standby 
emergency programs to achieve the independence we want 
by 1985. The largest part of increased oil production must 
come from new frontier areas on the Outer Continental Shelf 
and from the Naval Petroleum Reserve No. 4 in Alaska. It 
is the intent of this Administration to move ahead with 
exploration, leasing and production on those frontier areas 
of the Outer Continental Shelf where the environmental 
risks are acceptable. 

Use of our most abundant domestic resource -- coal 
is severely limited. We must strike a reasonable compromise 
on environmental concern with coal. I am submitting Clean 
Air Amendments which will allow greater coal use without 
sacrificing clean air goals. 

I vetoed the strip m~n~ng legislation passed by 
the last Congress. With appropriate changes, I will 
sign a revised version when it comes to the White House. 

I am proposing a number of actions to energize our 
nuclear power program. I will submit legislation to expedite 
nuclear leasing and the rapid selection of sites. 
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In recent months, utilities have cancelled or post
poned over 60 percent of planned nuclear expansion and 30 
percent of planned additions to non-nuclear capacity. Financing 
problems for that industry are worsening. I am therefore 
recommending that the one year investment tax credit of 
12 percent be extended an additional two years to specifically 
speed the construction of power plants that do not use 
natural gas or oil. 

I am also submitting proposals for selective reform 
of State utility commission regulations. 

To provide the critical stability for our domestic 
energy production in the face of world price uncertainty, 
I will request legislation to authorize and require tariff~/ 
import quotas or price floors to protect our energy prices 
at levels which will achieve energy independence. 

Increas~ng energy suppl~es ~ e 
must take additional steps to cut long-term consumption. 
I therefore propose to the Congress legislation to make 
thermal efficiency standards mandatory for all new 
buildings in the United States; a new tax credit of up 
to $150 for those home owners who install insulation equip
ment; the establishment of an energy conservation program 
to help low income families purchase insulation supplies; 
and'legislation to modify and defer automotive pollution 
standards for five years which will enable us to improve 
automobile gas mileage by 40 percent by 1980. 
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These proposals and actions, cumulatively, can 
reduce our dependence on foreign energy supplies from three 
to five billion barrels per day by 1985. 

To make the United States invulnerable to 
foreign disruption, I propose standby emergency legislation 
and a strategic storage program of one billion barrels of oil 
for domestic needs, and 300 million barrels for national 
defense purposes. 

I will ask for the funds needed for energy 
research and development activity. I have established 
a goal of one million barrels of synthetic fuels in shale 
oil production per day by 1985 together with an incentive 
program to achieve it. 

I have a very deep belief in America's capabil
ities. Within the next ten years, my program envisions 200 
major nuclear power plants, 250 major new coal mines, 150 
major coal-fired power plants, 30 major new refineries, 
20 major new synthetic fuel plants, the drilling of many 
thousands of new oil wells, the insulation of 18 million 
homes, and the manufacturing and the sale of millions 
of new automobiles, trucks and buses that use much less 
fuel. 

I happen to believe that we can do it. In 
another crisis, the one in 1942, President Franklin D. 
Roosevelt said this country would build 60,000 military 
aircraft. By 1943, production in that program had 
reached 125,000 annually. They did ~L then. We can 
do it now. 

If the Congress and the American people will 
work with me to attain these targets, they will be 
achieved and will be surpassed. From adversity, let us 
seize opportunity. Revenues of some $30 billion from 
higher energy taxes designed to encourage conservation 
must be re: .unded to the American people in a manner 
which corrects distortions in our tax system wrought 
by inflation. 

People have been pushed into higher tax brackets 
by inflation with consequent reduction in their actual 
spending power. Business taxes are similarly distorted 
because inflation exaggerates reported profits 
resulting in excessive taxes. 

Accordingly, I propose that future individual 
income taxes be reduced by $16.5 billion. This will be 
done by raising the low income allowance and reducing tax 
rates. This continuing tax cut will primarily benefit 
lower and middle income taxpayers. 
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For example, a typical family of four with a 
gross income of $5,600 now pays $185 in Federal income 
taxes. Under this tax cut plan, they would pay nothing. 
A family of four with a gross income of $12,500 now 
pays $1,260 in Federal taxes. My proposal reduces that 
total by $300. Families grossing $20,000 would 
receive a reduction of $210. 

Those with the very lowest incomes,who can 
least afford higher costs, must also be compensated. 
I propose a payment of $80 to every person 18 years of age 
and older in that very limited category. 

State and local governments will receive $2 
billion in additional revenue sharing to offset their 
increased energy costs. To offset inflationary dis
tortions and to generate more economic activity, the 
corporate tax rate will be reduced from 48 percent to 
42 percent. 

Now let me turn, if I might, to the international 
dimensions of the present cr~s~s. At no time in our 
peacetime history has the state of the Nation depended 
more heavily on the state of the world and seldom, if 
~ver, has the state of the world depended more heavily 
on the state of our Nation. 

The economic distress is global. We will 
not solve it at home unless we help to remedy the profound 
economic dislocation abroad. World trade and monetary 
structure provides markets, energy, food and vital raw material 
for all nations. 

This international system is now in jeopardy. 
This Nation can be proud of significant achievements ~n 
recent years in solving problems and crises. 

The Berlin agreement, the SALT agreements, our 
new relationship with China, the unprecedented efforts in 
the Middle East are immensely encouraging, but the world 
is not free from crisis. 

In a world of 150 nations where nuclear tech
nology is proliferating and regional conflicts continue, 
intennational security cannot be taken for granted. 
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So, let there be no mistake about it, international 
cooperation is a vital factor of our lives today. This is 
not a moment for the American people to turn inward. More 
than ever before, our own well-being depends on America's 
determination and America's leadership in the whole wide 
world. 

We are a great Nation -- spiritually, politically, 
militarily, diplomatically and economically. America's 
commitment to international security has sustained the 
safety of allies and friends in many areas -- in the Middle 
East, in Europe and Asia. Our turning away would unleash 
new instabilities and dangers around the globe, which, in 
turn, would threaten our own security. 

At the end of World War II, we turned a similar 
challenge into a historic opportunity, and I might add, 
historic achievement. An old order was in disarray; 
political and economic institutions were shattered. In 
that period, this Nation and its partners build new 
institutions, new mechanisms of mutual support and cooperation. 
Today, as then, we face an historic opportunity. 

If we act imaginatively and boldly as we acted then, 
this period will in retrospect be seen as one of the great 
creative moments of our Nation's history. The whole world 
.is watching us to see how we respond. 

A resurgent American economy would do more to 
restore the confidence of the world in its own future than 
anything else we can do. The program that this Congress 
passes can demonstrate to the world that we have started 
to put our own house in order. If we can show that this 
Nation is able and willing to help other nations meet the 
common challenge, it can demonstrate that the United States 
will fulfill its responsibilities as a leader among nations. 
Quite frankly, at stake is the future of industrialized 
democracies, which have perceived their destiny in common 
and sustained it in common for 30 years. 

The developing nations are also at a turning point. 
The poorest nations see their hopes of feeding their hungry 
and developing their societies shattered by the economic 
crisis. The long-term economic future for the producers 
of raw materials also depends on cooperative solutions. 

Our relations with the Communist countries are a 
basic factor of the world environment. We must seek to build 
a long-term basis for coexistence. We will stand by our 
principles. We will stand by our interests. We will act 
firmly when challenged. The kind of a world we want depends 
on a broad policy of creating mutual incentives for 
restraint and for cooperation. 
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As we move forward to meet our global challenges 
and opportunities, we must have to tools to do the job. 

Our military forces are strong and ready. This 
military strength defers aggression against our allies, 
stabilizes our relations with former adversaries and 
protects our homeland. Fully adequate conventional and 
strategic forces cost many, many billions, but these dollars 
are sound insurance for our safety and for a more peaceful 
world. 

Military strength alone is not sufficient. 
Effective diplomacy is also essential in preventing conflict 
and in building world understanding. The Vladivostok 
negotiations with the Soviet Union represent a major step 
in moderating strategic arms competition. My recent 
discussions with the leaders of the Atlantic Community, Japan 
and South Korea have contributed to our meeting the common 
challenge. 
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But we have serious problems before us that 
require cooperation between the President and the Congress. 
By the Constitution and the tradition, the discussion 
of foreign policy is the responsibility of the President. 
In recent years, under the stress of the Vietnam war, 
legislative restrictions on the President's ability to 
execute foreign policy and military decisions have 
proliferated. 

As a Member of the Congress I opposed some 
and I approved others. As President I welcome the advice 
and cooperation of the House and the Senate. 

But if our foreign policy is to be successful, 
we cannot rigidly restrict in legislation the ability of 
the Eresident to act. The conduct of negotiation is ill
suited to such limitation. Legislative restrictions, 
intended for the best motives and purposes, can have the 
opposite result, as we have seen most recently in our 
trade relations with the Soviet Union. 

For my part, I pledge this Administration will 
act in the closest consultation with the Congress as we 
face delicate situations and troubled times throughout 
the globe . . 

When I became President only five months ago, I 
promised the last Congress a policy of communication, 
conciliation, compromise and cooperation. I renew that 
pledge to the new Members of this Congress. 

Let me sum it up. America needs a new 
direction, which I have sought to chart here today, a 
change of course which will put the unemployed back to 
work, increase real income and production, restrain the 
growth of Federal Government spending, achieve 
energy independence and advance the cause of world under
standing. 

We have the ability. We have the know-how. 
In partnership with the American people, we will achieve 
these objectives. As our 200th anniversary approach~s, we 
owe it to ourselves, to posterity, to rebuild our 
political and economic strength. 

Let us make America once again and for centuries 
more to come what it has so long been, a stronghold 
and a beacon light of liberty for the whole world. 

Thank you. 

END (AT 1:50 P.M. EST) 




