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THE WHITE HOUSE

WASHINGTON
January 10, 1975

MEMORANDUM FOR: MAX L. FRIEDERSDORF
FROM; ' VERN LOEN V&
SUBJECT: Meeting with M. C., Jim Wright, D-Texas

Bill Seidman, Frank Zarb and I met with Mr. Wright and found him caught
between the radicals in his party and a desire to act responsibly for the
Nation. In general, I thought the meeting very fruitful and a useful prelude
to further relations.

Wright gave us the broad outline of the input he has received from the full
Democratic membership. His report to the Democratic Caucus on Monday
may well be modified as a result of this Administration consultation. Here
are the key points he mentioned: V

ECONOMIC

(1) Tax Reform - A tax cut for low and moderate income taxpayers
immediately with later legislation to close loopholes in order to offset this
revenue loss. Any reduction in the corporate tax burden should come in the
form of an investment tax credit, he feels, because an outright reduction in
corporate tax rates would never fly. He was impressed with the report from
Seidman that the President's L.abor-Management Commaission was unanimously
proposing a tax cut for industry. Wright's Task Force report will omit any
mention of tax breaks for business, but he feels there would be considerable
Democratic support on the House floor as part of a tax package.

(2) Psychology of Defeatism - This state of mind across the country
must be alleviated by strong Presidential and Congressional action and leader-
ship to restore public confidence. ‘

 {(3) Housing - Among proposals he is reviewing are:

(a) A tax deduction for interest on savings, generally con-
sidered to be too costly to the Treasury;

(b) Subsidized interest rates, a bail-out for the bankers, and

(c) A tie-in with the investment credit, which Wright strongly

favors as an income-producing device rather than a drain on the
Treasury.
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(4) Avutomobiles - Detroit should be prodded into producing cheaper
and more energy-efficient cars. He did not say how.

(5) Interest Rates - Democrats blame the Fed for current high interest
rates. They feel the Fed should be an instrument of public policy, rather
than its independent status. Proposals include:

{a) A National Usury Tax;

(b}  Tax fully all interest income above 9% with a phase-
down for lower interest income to lending institutions, and

(c) A Reuss proposal to use credit allocation under which
goals would be set for lenders to allocate so much credit to
housing, so much to automobile purchases and the like. The
Council on Wage and Price Stability would monitor this program.

(6) Wage and Price Control - Democrats are very divided. Some want
to make the Council on Wage and Price Stability stronger by giving it subpoena
powers and authority to delay wage and price increases for 90 days.

ENERGY

Wright has his own ''national energy plan of action" introduced as H.R. 12069
on November 30, 1973, It would establish a trust fund derived from energy
usage, such as an excise tax on large automobiles and pleasure boats and a

4¢ per gallon tax on gasoline. The trust fund would be dedicated to urban mass
transit programs and energy R. & D. Many of his proposals appear to have
been covered by legislation in the last Congress and in the State of the Union
Message.

Wright feels strongly that the Administration and Congress must take prompt
action on a national energy program. '"We don't have four to six months for
haggling,' he said. Zarb expressed willingness to work full-time with the

- Congress and asserted, '"The government now has an energy plan. "

Wright also expressed concern, shared by Zarb, about the wastefulness of
expensive towers to cool water returned to streams from nuclear power plants,
The removal of such environmental restraints has come up in his subcommittee
sessions already, but he was voted down. He thinks such restraints could be
removed on the House floor if the proper selling job were done in terms of
economic trade-offs to achieve less energy dependence on foreigners.

ccs Counsellor Marsh, B. Kendall, P. O'Donnell, C. Leppert, D. Bennett



THE WHITE HOUSE

WASHINGTON

January 8, 1975

MEMORANDUM FOR: MAX L.. FRIEDERSDORF

THRU: VERN LOEN
FROM: DOUG BENNETT
SUBJECT: Congressional Briefing Strategy Prior to

the State of the Union Message

I noted a possible oversight in your January 8 memo to the
President re the above subject in that Rep. Schneebeli and
Senator Curtis were not included. Since we will be asking
them as ranking Republicans on Ways and Means and Finance
to "carry our water' on the bulk of the economic proposals
which will be before their committees, they should also be
personally briefed by the President. Particularly since the
respective chairmen and Conable, the number two on Ways

and Means, are to be included, I think it would be a grave
error and possibly a costly one to forget Curtis and Schneebeli.



THE WHITE HOUSE ' E

WASHINGTON

January 8, 1975

MEMORANDUM FOR THE PRESIDENT

' FROM: MAX L. FRIEDERSDORF 45§ é.

SUBJECT: Congressional Briefing Strategy Prior to the

State of the Union Message

The following suggestions are made for briefing the Congressional
Leadership, et.al., prior to delivery of your State of the Union
Message: ]

HOUSE

1.

2.

You have a meeting scheduled on Friday, January 10, with the
Speaker (3:30 p.m.), and.with Al Ullman (5:30 p.m.).

We are arranging for Frank Zarb and Bill Seidman to see
Representative James Wright (D-Tex) this week. Wright has
been designated as the chairman of a 10 man committee appointed
by the Speaker to coordinate Democratic economic/energy policy
in the House. (The meeting will be more in the form of consul-
tation without disclosing the scope of your decisions.)

We also recommend Zarb/Seidman meet or talk with Representative
Tom Foley (D-Wash), Chairman of the Democratic Study Group;
Representative Phillip Burton (D-Calif), Chairman of the Demo-
cratic Caucus; and Representative Richard Bolling, for
consultation purposes.

A meeting is also recommended with House Minority Leader Rhodes
on Thursday or Friday, January 9 or 10, for pre-State of the
Union briefing and consultation.

Seidman and Zarb also should consult this week with Represent-
atives Conable (R-NY), Anderson (R-Ill), Devine (R-Ohio) and
Michel (R-Ill).



SENATE

1.

You are meeting on Wednesday, January 8, at 5:30 p-m. with
Majority Leader Mansfield.

2. We recommend a meeting on Thuréday or Friday, January 9 or 10
with Minority Leader Scott for briefing and consultation.

3. Seidman should meet with Senator Humphrey, Chairman of the
Joint Economic Committee. for consultation purposes.

4. Since you are meeting with Chairman Ullman this week, you
probably should also meet with Chairman Russell Long of the
Senate Finance Committee prior to the State of the Union.

5. Seidman and Zarb should also meet or talk with Senators
Griffin and Tower for consultation purposes this week.

HOUSE /SENATE

Immediately prior to delivery of the State of the Union Message,
the Bi-partisan Leaders should be briefed by the President 1n "
the Cablnet Room.

APPROVE A DISAPPROVE

APPROVE WITH CHANGES

bcc:

Jack Marsh
Bill Seidman
Frank Zarb
Bill Kendall
Vern Loen




THE WHITE HOUSE

WASHINGTON

January 10,. 1975

MEMORANDUM FOR: MAX L. FRIEDERSDORF
FROM: YOUR STAFF
SUBJECT: State of the Union Follow-Up Briefings

The following proposed schedule for briefing the respective
committees of the House and Senate on the economic-energy
proposals is attached. Because the House Democratic Caucus .
will be meeting according to the following schedule - Monday,
January 13, 12:00 noon regarding organizational matters and
rule reforms; possibly on Tuesday morning if decisions are
' not completed on Monday; and again on Thursday at 9:30 a.m.
regarding committee assignments - it will be more appropriate
to brief the House committees on Wednesday and the Senate
committees on Thursday. Messrs. Seidman, Zarb and Simon
will not be required to participate in all meetings and appro-
priate coordination of principals will therefore be necessary.



Wednesday - Housei |

8:30 Ways and Means - Republicans

Simon & Seidman

9:30 Ways and Means - Democrats

Simon & Seidman

10:30 Commerce & Health

Simon, Seidman, Zarb

Staggers
N{-OSS ) - Subcommittee Commerce & Finance
Jim Broyhill _ Decontrol petco price

Price Control
Macdona;c} Subcommittee Communications & Power
Brown(Ohio) Facility Siting
Rogers :

Tim Lee Carter

1:00 CIIA
Simon, Seidman, Zarb,ﬂ'\oc*cc\
1. Strip Mining

Haley

Udall
Melcher
Skubitz

Mink
Roncalio
Sows ﬁﬁiqtf

2:15 Armed Services

Simon, Seidman, Zarb
NPR's

Hebert
Wilson (Calif)

Melcher 7 latrcior Conmanatire
Daea Steiger
Ke*nbu-mphone call from Zarb

Young Glass. )
Stephens



Wednesday - House
Page 2 ~

3:30 Banking & Commerce
(Housing)

© Simon, Seidman, Zarb
1. Thermal Standards

Patman
Johnson
Barrett v
Brown (Mich. )
J. W Stanton

4:30 Appropriations

Seidman, Simon

Mahon
Cederberg

(See attached notes)



NOTE:

1. Although Simon understands the economic and energy issues
which would be considered by Ways and Means (Senate Finance as
“well), it would be advisable for Seidman, as the President's Economic
Advisor, to participate in ﬁhese briefings.

Since Ullman will wish to proceed very early with hearings on
tax relief, it could be dangerous to request a full committee briefing
as this might well become a full fledged hearing. Therefore, he
should brief the Republicans and Democrats separately - this has been
done before and can be arranged through Schneebeli and Ullman. All
Ways and Means members should be included as the Tax subcommittee
. will be composed of the entire committee.

The staffs - John Meaaher, Minority Counsel and John Martin,
Majority Counsel - should be part of the separate briefings as deter-
mined by their Members. Larry Woodworth, Chief of Staff, Joint Tax
Committee, should be briefed separately by Fred Hickman, Assistant
Secretary for Tax Policy in Treasury. Woodworth will be critical to
the success of the proposals.

2. Understand Simon has set up several meetings with Key
members of Ways and Means and Finance to brief on tax package.



Thur sday:- Senate

10:30 Finance Committee
Simon & Seidman

1. Windfall Profits
2. Tariffs
3. Electric Utilities
10% tax credit
Preferred stock dividend
4, Thermal Incentives
5. Other tax proposals

11:45 Public Works

Zarb, and Seidman or Simon

1. Clean Air Act Amendments including coal conversion.

1:30 Interior & Insular Affairs

Zardb, and Seidman, Morton or Simon

1. Decontrol of petroleum prices
2. Price control authority
3. Facility siting
4, Strip mining
5. Standby energy authorities
6. Emergency storage
2:45 Commerce
R Zarb, and Seidman, Morton or Simon

1. Natural gas deregulation
2. Natural gas excise tax
3. Electrical Utility - limited price override

4:00 Armed Servicés

Zarb, and Seidman, Morton or Simon

1. NPR -1
2, NPR - 4

5:00 Appropriations

Seidman and Simon
McClellan ‘
Young , (See attached notes)



NOTE:

1. Zarb will meet with Minority side of Senate Interior Committee

at 9:00 a.m. on Tuesday, January 14. This was to have been for
'consultation' on SOTU. If SOTU address is changed to Tuesday

at Noon, obviously setting will have to be changed to a "prenotification"
format, ' ‘

2. Seidman and Zarb are seeing Senator Griffin at 11:00 a.m. on
Friday, January 10 on a SOTU "consultation', :

3. We have also set up vafenta.tive meeting between Seidman and |
Senator Humphrey for "consultation' on Monday, January 13.

4. Understand Seidman and Zarb have also set up several appointments
with Members of the House and Senate on their own.



THE WHITE HOUSE

WASHINGTON

January 13, 1975

MEMORANDUM FOR: MAX FRIEDERSDORF

THRU: | VERN LOEN
FROM: | CHARLIE LEPPERT
SUBJECT: | _ Pre and Post SOTU Briefings on

details of Energy portion of SOTU

FEA is proposing both pre and post SOTU briefings for GOP leadership and
selected Members on the hill for the purpose of explaining the details of the
energy program and getting assistance of Members in selling the President's
energy program,

The proposal is as follows:

1. Pre-SOTU briefings for the GOP leadershxp and selected Members
of Congress.

2. Selection of certain Members who will be prepared with advance
information to respond to press inquiries or make an individual
statement in support of the President’'s energy proposals.

3. Post-SOTU briefings for Members of Congress and their staffs.

The above briefings to be set up and completed by January 17.
In order to coordinate the House side on the energy briefings I have asked

~ Interior, FEA, Treasury and Seidman's office to attend a meeting at 5 p. m,
today in my office, ‘

cc: Doug Bennett



THE WHITE HOUSE

WASHINGTON

January 10, 1975

MEMORANDUM FOR: MAX L. FRIEDERSDORF
FROM: | : ~ YOUR STAFF
SUBJECT: ’ State of the Union FollowQUp Briefings

The following proposed schedule for briefing the respective
committees of the House and Senate on the economic-energy ,
“proposals is attached. Because the House Democratic Caucus .
will be meeting according to the following schedule - Monday, |
January 13, 12:00 noon regarding organizational matters and
rule reforms; possibly on Tuesday morning if decisions are
not completed on Monday; and again on Thursday at 9:30 a.m.
regarding committee assignments - it will be more appropriate
to brief the House committees on Wednesday and the Senate
committees on Thursday. Messrs. Seidman, Zarb and Simon
will not be required to participate in all meetings and appro-
priate coordination of principals will therefore be necessary.



Wednesday - House

8:30 " Ways and Means - Republicans

~ Simon & Seidman

9:30 Ways and Means ~ Democrats -
Simon & Seidman

10:30 Commerce & Health

Simon, Seidman, Zarb

Staggers
IV%OSS . -  Subcommittee Commerce & Finance
Jim Broyhill ) ) - Decontrol petco price
Price Control
Igiacdongiﬁ Subcommittee Communications & Power
rown(Ohio) Facility Siting :
Rogers

Tim Lee Carter

1:00 gg_,t}_
Simon, Seidmén, Za:r;b
1. Strip Miz?ing

Haley

Udall

Melcher
Skubitz

Mink

Roncalio -
Sow. STUQRC
~2:15 = Armed Services

Simon, Seidman, Zarb
NPR's

Hebert
Wilson (Calif) |
Melche 1‘7 tatrciar Comanathr
Saea Steiger
Ke‘ln\;;uamphone call from Zarb
Young :
Stephens



Wednesday - House

Page 2 :

3:30 Banking & Commerce
(Housing)

- Simon, Seidman, Zarb
1. Thermal Standards

Patman
Johnson
Barrett
Brown (Mich. )
J. W Stanton

.

4:30 Appropriations

Seidman, Simon

Mahon
Cederberg

{(See attached notes)



NOTE:

1. Although Simon understands the economic and energy issues
which would be considered by Ways and Means (Senate Finance as
well), it would be advisable for Seidman, as the President's Economic
Advisor, to participate in these briefings.

Since Ullman will wish to proceed very early with hearings on
tax relief, it could be dangerous to request a full committee briefing
as this might well become a full fledged hearing. Therefore, he
should brief the Republicans and Democrats separately - this has been
done before and can be arranged through Schneebeli and Ullman. All
Ways and Means members should be included as the Tax subcomrrnttee
. will be composed of the entire committee.

The staffs - John Meaaher, Minority Counsel and John Martin,
Majority Counsel - should be part of the separate briefings as deter-
mined by their Members. Larry Woodworth, Chief of Staff, Joint Tax
Committee, should be briefed separately by Fred Hickman, Assistant
Secretary for Tax Policy in Treasury. Woodworth will be critical to
the success of the proposals.

2. Understand Simon has set up several meetings with Key
members of Ways and Means and Finance to brief on tax package.



- Thursday- Senate

10:30 Finance Committee

Simon & Seidman

1. Windfall Profits
2. Tariffs
3. Electric Utilities
10% tax credit
Preferred stock dividend
4, Thermal Incentives
5. Other tax proposals

11:45 Public Works

Zarb, and Seidman or Simon
1. Clean Air Act Amendments including coal conversxon.

1:30 Interior & Insula.r Affairs

Zardb, and Seldman, Morton or Simon

1,. Decontrol of petroleum prices
2. Price control authority

3. Facility siting

4, Strip mining

5. Standby energy authorities

6. Emergency storage

2:45 Commerce
Zarb, and Seidman, Morton or Simon
1. Natural gas deregulation

2. Natural gas excise tax
3. Electrical Utility - limited price override

4

00 Armed Services
Zarb, and Seidman, Morton or Simon

1. NPR ~1
2, NPR -~ 4

5:00 Appropriations

Seidman and Simon
McClellan
Young ' (See attached notes)



NOTE: -

1. Zarb will meet with Minority side of Senate Interior Committee

at 9:00 a.m. on Tuesday, January 14. This was to have been for
Viconsultation’ on SOTU., If SOTU address is changed to Tuesday

at Noon, obviously setting will have to be changed to a "prenotification"
format, '

2, Seidman and Zarb are seeing Senator Griffin at 11:00 a.m. on
Friday, January 10 on a SOTU "consultation''. :

3. We have also set up a tentative meetihg between Seidman and
Senator Humphrey for "consultation' on Monday, January 13,

4. Understand Seidman and Zarb have also set up several appointments
with Members of the House and Senate on their own.
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THE WHITE HOUSE

WASHINGTON

RE: HOUSE contacts about State of the Union Message

CONABLE
SCHNEEBELI
ANDERSON

DEVINE

MICHEL

PHIL BURTON(Calif)
TOM FOLEY

DICK BOLLING
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THE WHITE HOUSE

WASHINGTON

January 8, 1975

MEMORANDUM FOR: BILIL, SEIDMAN

FRANK ZARB
FROM: MAX FRIEDERSDORE /¢y - 6 i
SUBJECT: Congressional Briefing/Consultation

Prior to the State of the Union

The SOTU strategy paper sent to the President today omitted
Representatve Herman Schneebeli (R-PA), and Senator Carl
Curtis (R-NEB)/

Schneebeli, as ranking Republican on the House Ways & Means
Committee, and Curtis, ranking Republican on Senate Finance
should both receive consultation calls this week.

cc: Jack Marsh
Vern Loen
Bill Kendall
Pat O'Donnell
Charles Leppert
Doug Bennett



THE WHITE HOUSE

WASHINGTON

January 8, 1975

MEMORANDUM FOR: BILL SEIDMAN

FRANK ZARB
FROM: MAX FRIEDERSDORE ¢y . 6 .
SUBJECT: Congressional Briefing/Consultation

Prior to the State of the Union

The SOTU strategy paper sent to the President today omitted
Representatve Herman Schneebeli (R-PA), and Senator Carl
Curtis (R-NEB)/

Schneebeli, as ranking Republican on the House Ways & Means
Committee, and Curtis, ranking Republican on Senate Finance
should both receive consulktation calls this week.

cc: Jack Marsh
Vern Loen
Bill Kendall

Pat O'Donnell
ngnhuhieppert74¢1;~
Doug Bennett
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THE WHITE HOUSE

TO THE CONGRES3S 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 3am Rayburn in the well of
this House and solemnly swore to the same oath you toock
vyesterday. That 1is an unforgottable exnerienceﬁ 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: o o

“I am happy to report to this Eighty-first. Congress
that the State of the Union is good. Our Nation 1s better
able than ever before to meet the needs of the American
people and to give them their fair chance in the pursult
of happiness. - It is foremost among the nations of the
world in the search for peace.” ‘

Today, that fveshman 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 aré‘out of work. Recession and -

inflation are eroding the money of millions more. Prices
Zre too high and sales are too slow. .

more - o s e

(OVER)
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This year's Federal deficit will be about $30 billien;
next year's probably $45 billion. The natilonal debt will
rise to over gsgq blllion. ; .

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, 1is
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 today's prospects of attaining it
are infinite}y 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. 1In 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_badxnews,
and I don't expect any applause. The American people want
actlon and it will take both the Congress and the President
to give them what they want. Progress and solutions can be
achleved. And they will be achieved.

My message today 1s not Intended to address all the
complex needs of America. I wlll send separate messages
making specific recommendations for domestic legislation,
such as QGeneral 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 mobllize 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 buslness and industry and to create new
Jobs, I propose a one-year tax reduction of $16 billion.
Three-quarters would go to 1ndividuals and one-quarter to
promote buslness investment.

more
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. 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 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 and the second by September.

The other one-fourth of the cut, about $4 billion, will
go to businesses, including farms, to promote expansion and
create more jobs. The one-~year reduétion for businesses
would be in the form of a liberalized investment tax credit
increasing the rate to 12 percent for all businesses.

This tax cut does not include the more fundamental
reforms needed in our tax system. But 1t points us in the
right direction -- allowlng us as taxpayers rather than the
Government to spend our pay. :

Cutting taxes, now, 1is essential if we are to turn the
economy around. A tax cut offers the best hope of creating
more Jjobs. Unfortunately, it will increase the size of the
budget deflcit. Therefore, 1t 1s more important than ever
that we take steps to control the growth of Federal
expendltures.

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 slze and
growth of the Federal budget has taken on a life of 1its
own. .

' One characteristic of these programs is ‘that their
cost increases automatically every year because the number
of people eligible for most of these benefits increases
every year. When these programs are enacted, there is no
dollar amount set. No one knows what they will cost. All
we know 1s that whatever they cost 1ast year, they will cost
‘more next year.

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

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

in 1975

P

more

(OVER)
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I am now 1n the process of preparing the budget sub-
missions 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 thogse
for energy. Further, I wlll not hesitate to veto any néw.
spending programs adopted by the Congress.

As an additional step toward putting the. Federal
government's house in order, I recommend a five percent-
limlt 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 limitatlons, over
whlch the Congress has final authority, are easy to propose,
because in most cases they involve anticipated payments to
many deserving people. Nonetheless, 1t must be done. I
must emphaslize that I am not: asking you to eliminate,.
reduce or freeze these payments. I am merely recommendlng
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 '
spending can make 1t possible for the Federal Reserve :
System to avoid an inflationary. growth in the money supply
and thus restore balance to our economy. A major reductlon
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 1l1s.

If we do not act to-slow down the rate of 1increase 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 of simple
arithmetic. The size of these numbers and their implications

for our everyday 1life: and the. health of our economic system
are shocking. , v

I submitted to the last Congress a list of budget
deferrals and recisions. There will be more cuts recom-
mended 1in the budget I will submit. Even so, the level
of outlays for fiscal year 1976 1is stlll much too high.
Not only is it too high for this year but the decislons
we make now inevitably have a major and growing lmpact 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 olltexpotting nations. ‘We in the
Unlited States are not blameless. Our growing dependence
upon foreign~sources héas been adding to our vulnerability
for years.and we dld nothing to prepare ourselves for an
event such”asuthe embarge of 1973

During the 19603, this country had a surplus capacity
of crude oil, which we were able to make avallable to our
tradlng: partnérs ‘Whenever ‘there was a disruption of supply.
This surplus.capacity -enabled us to influence both supplies
and prices 6f crude oill throughout ‘the world. Our excess
capaclty 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 T oour: surplus capacity vanished and, as a
consequenee “the 1atent 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 1ndustria1 countries, ‘has been
put under serious pressure.f"

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 4 new world energy stability
for ather major consuming nations.*i

But this Nation and 1n 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 enérgy 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 1ess able to bear them.

I am ‘recommending a plan ﬁc/maké us 1nvulnerable to
cut-offs of foreign oil. It wlll require sacrifiqes.
But 1t will work. «f ', f f j  :‘L“ o -

I have set the following national energy goals to

assure that our. future 13 as secure and productive as”
our pasty

- First ‘we must reduce oil imports by - 1 million
barrels per day by the ‘erid 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,

- 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 1ncrease
domestic supply. I will press for all of them.

I urge quick acticn on legislation to allow commercial
production at the Elk Hills, California, Naval Petroleum
Reserve. In drder 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. pawer plants that can be promptly
converteé to coal.

Voluntary conservation eontinues to ba essential, but
tougher programs are also needed -- and needed now. There-
fore, I am using Presidential powers to naise the fee on .
all imported crude oll and petroleum products, Crude o1l
fee levels will be increased $1 per barrel on February 1l;
by $2 per barrel on March 1 and by $3 per barrel on April- 1.
I will take action to reduce undue hardship on any geo-
graphical region. The foregoing are interim administrative
actlions, They will be rescinded when the 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: V

~-- Excise taxes and import fees tatalling $2 per
" barrel on product imports and on all crude oil.

~- Deregulation of new natural gas and enactment of
a natural gas excise tax.

~- Enactment of a windfall profits tax by April 1 -
to ensure that oill producers do not profit
- unduly. At the same time I plan to take
. Presidential initiative to decontrol the price
. .of domestic crude oil on April 1.

nore
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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 tc our peogle.\»

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. Neilther would achleve
the desired results and both would produce unacceptable
.inequities.

A massive program must be initiated to increase energy
supply, cut demand and provide new standby emergency
programs to achleve the independence we want by 1985.

The largest part of increased oil production must come
from new frontier areas on the Cuter Continental Shelf

and from the Naval Petroleum Reserve Ne. 4 in Alaska. .It
1s the intentlon of this Adminigtyaficn to roye azeed wigh
exploration, leasing and production on those frontier
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 coal use with-
out sacrificing our clean air goals. . -

I vetoed the strip mining legislation passed by the last
Congress. With appropriate changes, I will sign a revised :
version into. law. ‘ ‘

I am proposing a number of actions to énergize our
nuclear power program. I will submit legislatlon to
expedite nuclear licensing and the rapid selection of sites.

In reoent months, utilities have cancelled or postponed
over 60 percent of planned nuclear expansion and 30 percent
of planned additions to non-nuclear capacity. Financing
problems for that  industry -are growing worse. I .am there-
fore 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 changes in State utility 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 will request, leglslation to authorize and require tariffs,
import quotas or price floors to protect our energy prices
at levels which will achieve energy independence.

Increasing energy supplies 1s not enough. We must also
take additional steps to cut long-term consumption. I
therefore propose :

-- LQSislation to make thermal efficlency 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 credit 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
insulation supplies.

-- Legislation to modify and defer automotive
pollution standards for 5 years to enable us
~to 1improve new automoblile gas mileage U0 percent
by 1980.

These proposals and actions, cumulatively, can reduce
our dependence on foreign energy supplies to 3-5 million
barrels per day by 1985. To make the United States
invulnerable to foreign disruption, I propose standby
emergency leglslation and a strategic storage program of
1l blllion barrels of oill for domestic needs and 300 million
barrels for defense purposes.

I will ask for the funds needed for energy research
and development activities. I have established a goal of
1 million barrels of synthetic fuels and shale oll production
ger day by 1985 together with an 1ncentive program to achieve
t.

I belleve in America's capabilitlies. 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 oil refineries,

more
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-- 20 major new synthetiec fﬁel plants,
- thé drilling of many thousands of new oll 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 ailrplanes annually.

If the Congress and the American people will work with
me to attaln these targets, they will be achieved and
surpassed. ' T —— : :

\ e

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 1n 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
ralsing 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 1in 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 receilve a reduction of $210.

Those with the very lowest incomes, who can least. .
afford higher c¢osts, 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 thelr lncreased
energy costs.

more
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To offset inflationary distortlions and to generate
more economic activity, the corporate tax rate! ‘will .be
reduced from 48 percent to 42 percent. .

Now, let me turn to the international dimension of the
present crilsis. At no time in our peacetime history has
the state of the Natlion depended more heavily on the state
of the world. And seldom if ever has the state of the
world depended nmore heavily on the state of our Nation

. The economic distress is global We will not solve
1t at home unless we help to remedy the profound economic
dislocation abroad. World trade and monentary structure
provides markets, energy, food and vital raw materials --
for all nations. This international system is now in
Jeopardy.

This Natlion can be proud of significant achievements
in 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 tecéhnology
is proliferating and regional conflicts continue, inter-
national security cannot be taken for granted.

So let there be no mistake about it: d1international
cooperation 1s a vital faet of our lives today. This 1s
not a moment for the American people to turn inward.
ilore than ever befére, our own well-being dépends on
America's determination and leadership in the world.

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

At the end of World War II, we turned a simllar
challenge Into an historic achlevement. An old order was
in disarray; political and economic institutions were
shattered. 1In that period, this Nation and its partners
built new institutions, new mechanisms of mutual support
and cooperation. Toddy, as then, we face an historic
opportunity. If we 'act, lmaginatively and boldly, as we
acted then, thls pertod will in retrospect be seen as one
of the great creative moments of our history. :

Tpe who1e world 1s watching-to seevhpw we respond.

more
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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 wlll pass
can demonstrate to the world that we have started to put
our own house in order., It.can show that this Nation 1s
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 1s the future of the industrialized democracies,
which have perceived their destiny in common and sustained
it 1in 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 economlc 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 bulld a
long~term basis for coexistence. We will stand by our
principles and our interests; we will act firmly 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 allles,
Stabilizes our relations with former adversaries and
protects our homeland. Fully adequate conventlonal and
strateglc forces cost many billions, but these dollars
are sound insurance for our safety and a more peaceful
world.

Military strength alone is not sufficient. Effective
diplomacy is also essential in preventing conflict and
bullding world understanding. The Vladivostok negotlations
with the Soviet Union represent a major step in moderating
strategic arms competition. My recent discussions with
leaders of the Atlantic Community, Japan and South Korea
have contributed to our meeting the common challenge.

But we have serious problems before us that require
cooperation between the President and the Congress. By
the Constitution and tradition, the execution of foreign
policy 1s the responsibility of the President.

mnore
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In recent years, under the stress of the Vietnam War,
legislative restrictions on the President's capability to
execute” foreign and military decisions have proliferated.
As a member of the Congress, 1 opposed some and approved
others, As President, I welcome the advice and cooperation
of the HouSe and Senate.f

But, if our forelgn policy 13 to be successful we
cannot rigidly restrict in legislation the ability of the
President to act. The conduct of negotiations is 111
suited to such limitations. For my part, I pledge this
Administration will act in the closest consultations with
the Congress as we face delicate sltuations 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 thils 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,

- reétrain the  growth of“gﬁvernment spending;

- achieve energy 1ndependence, and » ’ |

. == advance the cause of world understanding.

We have the ability.v We have the know-how. In part-
nership with the American people, we will achieve these
objectives.

As our 200th anniversary approaches, we owe 1t to
ourselves, and to posterity, to rebuild our political and
economic strength. ‘Let us make Amerlca, once again, and

for centuries more to come, what it has so long been -- a
stronghold and beacon-light of liberty for the world.

GERALD R. FORD

THE WHITE HOUSE,
January 15, 1975.
# O# # #
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T0 THE éoﬁeﬁgss'OF THE UNITED‘STATEé:A

Twenty—six years ago, a freshman CongreSSman, a yeung
fellow with lots of idealism who was out to change ‘the -
world, stood before Speaker Sam Rayburn in the well of
this House and selemnly swore to the same oath'you took
yesterday. That is’ an unfergettable experience, and I
congratulate you all S

Two days later, that same freshman sat in the back row
as President Truman, all charged up by his single-handed
election victory; reported -ag” the Conetitution requires
Jon the State of- the Union. ‘ e

When the bipartisan applause etopped President Truman
said:

: “I am happy tb reportqzo this Eighty first Congress
that ‘the State of the Union is good.. Our Nation is better
able than ever before to neet the needs of the American-
people and to give them their fair chance in the pursult
of happiness. It 1s foremost among the nations of the
world in the search for peaee "'f" fonl

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

Millions of Américans are out of work. Recessicnsaﬁd
inflation are eroding the midney of millions more.  Prices .
are too high and sales are too slow.

i e move v
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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 gg5gq billion. ‘ ’ :

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

Some people question their government's abllity to make
the hard decisions and stick with them. They expect Washington
polities as usual. : g ,

Yet, what President Truman said on January 5, 1949, 1is
even more true in 1975.

We are better able to meet the peoples' ngeds.

All Americans do have a fairer chance to pursue
happiness. Not only are we still the foremost nation in
pursult of peace, but today'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 jJobs. 1In comparable dollars, the average income of
the American family has doubled during the past 26 years.

- Now, I want to spedk very bluntly. I've got bad news,
and I don't expect any applause. The American people want
actlon 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 1is 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
Congress5 the White House and the people we’ both represent.

Let us mobillze 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 1nflation to Jobs. - -

To bolster business and 1ndustry and to create new
Jobs, I propose a_one-year tax reductiop of $16 billion.
Three~quarters would go to individuals and one-quarter to
promote buslness 1nvestment

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

I call today on the Congress té act by April 1. If you
do, the Treasury can send the first check for half the rebate
in May and the second by September , ‘

The other one-fourth of the cut, about $# billion, will
go to businesses, including farms, tc promote expansion and
create more Jobs.. The one-year reduction for businesses
would be in the form of a liberalized 1nvestment tax credit
increasing the rate to 12 percent for all businesses

This tax cut does not include thé moére fundamental
reforms needed in our tax system. But 1t points us in the
right direction -- allowing us as taxpayers rather than the
Government to spend our pay. ,

Cutting taxes, now, 1is essential if we are to turn the
economy around. A tax cut offers the best hope of . creating
more Jjobs. Unfortunately, it will increasé the size of the
budget deficit. Therefore, it is more important than ever.
that we:take steps to control the growth of Federal
expenditures. -

. 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 ‘1ife of 1ts
own. : o

- One - characteristic of these programs is that their
cost lncreases automatically every year because the number
of people eligible for most of these benefits increases
every year. When these programs are enacted, there 1is no
dellar amount set. ‘No oné knows what they will cost. All
we know 1s that whatever they cost 1ast year they will cast
more next yéar, ’ 4

It is a question of simple arithmetic. UnleSs we check
the excessive griowth of Federal expenditures or impose on
ourselves matching increases 1n taxes, we will continue to
run huge inflationary deficits in the Federal budget

If we project the current built in momentum of" Federal
spending thrbugh the next 15'years, Federal, State, and loctal
government expenditures could easily comprise half of our
gross naticnal product This compares with less than a third

in 19?5

more

(OVER)



‘h |
I am now in the proeess of prep&ring the budget sub-"
missions for fiscal year 1976. In. that budget, I will "’

propose leglslation to restrain the growth of a numbeg_pf
£existing programs. 1 have. also. concluded that po new
‘_%2§ﬂgias;nxgg;eg§ can be.initiated this year,:except those
or energy Further, I will not hesitate to veto any new
spending programs adopted by the Congress.

As an additienal step toward putting the Federal

government’s house 1n order, I. recommend % five %erggnz'w
1 Federal.pay increases ; n all Government'
programs. tied to theé consumer price. index == including
soclial security, civil service and military retirement

pay, and food stamps =« I also propose a onemyear maximum
increase of § percent. . - ‘

None of these recommended ceiling 11m1tations, over
which the Congress has final authority, are easy to propose,
because. 1n most cases they involve antlicipated payments to
many deserving people. .Nonetheless, it must.be done. . I
must 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 1ncrease
and these | programs grow. .

A . 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
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 reductlon
in the growth of Federal spending can help to dispel the
uncertainty that so many feel about our. economy, ndfput

us an the way to curing our economic ills~~e ;

If we do not act to slow down the rate of 1ncrease 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 of simple
arithmetic. The size of ‘these numbers and their implications
for our everyday 1ife and the health of our economic system
are shocking. S SEES T L .

I submitted to the 1ast Congress a list of budget
o « .There will be more .cuts recom-
mended in the budget I will submit.. Even 30, the level
of :outlays for. fiscal year 1976: 1s still much, too .high.
Not only is 1t 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



The economic disruptlion we and others are experiencing
stems 1n 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-.thé oil- exporting nations. We in the
United States are not hlameless. Our-growlng dependence
upon foreign sources has been adding to our: vulnerabillty
for years and we did nothing to prepare ourselves for an
event such as_ the embargo of 1973. : P

During the 19603, 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.
Thls 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 oll at. reasonable prices.f

In the 19608, our surplus capacity vanished and, 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 1ndustria1 countries, has been
put under serious pressure. : R

I am proposin a program which will begin to restore
our couﬁtry s surp%us 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 1n 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 pro-
duction. Great attention has been:pald 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 recor lan tc mak' us 1nvu1nerab1e to
cut-offs of forelgn oll. ices .

It will,require sacr
TBut it will w0rk,,; = .

I have set. the fallowing national energy goals to
assure that our future 1s as secure and productive: as
our past:

-~ First, we must reduce oil imports by 1 million
/& barrels per day by the end of thls year and by
2 million barrels per day by the end of 1977.
more
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K -- 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
e 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 legislation to_allow commercial
Wnins California, Naval Petroleum
eserve. In-order that we make greafer 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.

. Voluntary conservation continues to be essential but
tougher programs are also needed -~ and needed now. There—
fore, I am using Presidentlal powers to ralse the fee on
all imported crude oil and petroleum products. Crude oil
fee levels will be increased $1 per barrel on February 1,
by $2 per barrel on March 1 and by $3 per barrel on April 1.
I will take action to reduce undue hardship on any geo~
graphical region, The foregoing are interim administrative
actions. They will be rescinded when the necessary T
legislation 1s enacted.

To that end, I am re uesti ss_to act within
90 days on a more compre ensive energv tax progr_m- It |
includes ‘

- Excise taxes ‘and import fees totalling $2 per
, »barrel on product 1mports and on all crude oil.

- Deregulation of new natural gas and ‘enactment of
a natural gas excilse tax.

- Enactment of a windfall profits tax by April 1
to ensure that oil producers do not profit ‘
unduly. At the same time I plan to take
Presidential initiative to decontrol the price o
of domestic crude oil on April 1. D

more
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The sooner Congress acts, the mcre effective the oil
. conservation program*will be” and the quicker the Federal
revenues c¢an be returned to our people.

I am prepared to use Presidential authority to 1limit
-imports, as necessary, to assure the success of” this program-

I want you to know that before deeiding on my energy
conservation program, I considered rationing and higher
gasollne taxes as altérnatives. Nelther would achieve
. the desired results and both would prodnce unacceptable
inequities‘

A massive program must be initiated to increase energy
supply, cut demand and provide new standby’ emergency
programs to achileve the independence we warnt by 1985.

The largest part of increased o1l production must come
from new frontier areas on the Outer Continental Shelf

and from the Naval Petroléum Reserve Ne. 4 in Alaska. It
is the intention of this Adminigscraficn te rove a-ead wvith
exploration, leasing and production on those f*cn»xe&
areas of the Outer Continental Shelf where the environ-
mental risks are aceeptable.

Use of our most abundant domestic resource -- coal --
1s severely limited. We must strike a reasonable compromlse
on-‘environmental concerns with coal. I am submitting Cle
Alr Act amendments which will allow greater coal use with-
out sacrificing our clean air goals.

Vl I vetoed the stri mining legislation passed by the last
Congress. With appropriate changes, 1 will sign 2 revised
;ye;sion into law.

I am proposing a number of actions to energize our
nuclear power program.‘*I will.&yhmih_lgg;glggggg to ..
'expedité nuclear licensing and the rapid selection of sites.

In recent months, utilities have cancelled or postponed
over 60 percent of planned nuclear expansion and 30 percent
of:planned additions to non-nuclear capacity. "Financing
problems for that industry are growing worse. I am there-

fore recommending that the ear investment tax credit

of 12 percent be extehded an additlional two years %o
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 utility commission

regulations.
Nrsnemsmmmsi—rrm—,

more

(OVER)



8 .

To provide the critical stability for our domestic
energy production; in the face of world price uncertainty,
I will request, 3§gislation to authorize and require tariffs,
import quotas or price floors to. protect our energy prices
at levels which will achieve energy 1ndependence.

Increasing energy supplies is not enmugh. We must also
take additional steps to cut long~term ccnsumption. I
therefore propose'> o : :

Lagislation 0 make thermal efficiency standar

Y D : States.
“These standards would be set after appropriate
consultation with architects, builﬁers anérlabor.

- 5-«- R w E . . . } ho$
, owners who inﬁtall 1nsu1ation equigwant.

- AThe Q_ﬁablishment of an engzgg anﬁ@ﬂxat4gﬁ B
. <Rrogram to help low 1n¢ome famALiea purchase
insulation supplies ; o -

» 181ation o ; ze:
;Lllution standards for 5 years to erable us:
go 1m§rove new automobile gas milea&e Lo percent

¥y 1980. ‘ .

. These proposals and actions, cumulatively, can: reduce
our degendence on foreign energy supplles to 3~5 million
barrels per day by 1985.. To make the United States .
invulnerable to foreign disruption, I progcse standbg

§§g§%gggx_1§gialg§1gg and a strategic 'storage program of
billion barrels of oil for domestic needs and 1lion

SarreIs Tor defense purposes.

I will' ask for the funds needed for energy research
and development activities. I have established a goal of
1 million barrels of synthetic fuels and shale oil production
ger day by 1985 together with an incentive program to achieve
t.‘,f‘

I believe in. America s capabilities. Within theanext-
ten years, my program -envisions: . :

e 200 major nuclear power plants,

- ;250 major new. coal mines,

-~ 150 major coal-fired power'pianfs;
~~ 30 major new oll refineries,

more
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~~ 20 major new synthetic fuel plants,
== the drilling cf many thousands of new oil wells,
V-- the insulation of 18 mi1lion’ homes, o

~== andg construetion of millions of new automobiles,z
ﬁrucks and buses that uée much 1ess fuel.4““ o

we can do it. In another crisis Z- the one in 1942 --
President Franklin D. Roosevelt said this country would
bulld 5,000 aireraft. By 19&3, production had reached
125)060 airplanes annually. ; :

L If the Congress and the American people will wcrk With
me‘xo attain these targets, they will be achieved and
surpassed. R

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

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

Accordingly, I propose that futufe individual ‘income *
taxes be reduced by $16.5 billion. This will be done by
ralsing the- low income allowance and reducing tax rates.
This continuing tax cut will primarily benefit lewer and
middle. 1ncome taxgayers.’“‘ ‘ ( o .

For example a typiéal family of four with a gross B
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. Pamilles
grossing $20 000 would receive a reduction of $210.

~Those with the very lowest 1ncomes, who can 1east
afford higher costs, must also be compensated. I propose
a payment of $80 to every person 18 years of age and
older .in tbat category , ,

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

more
(OVER)
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To offset inflationary distortions and to generate
more economic activity, the corporate tax rate ' will be
reduced from h8 percent to h2 percent. .

Now, let me turn to the international dimension of the
present crisis. 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 ever has the state of the
‘world depended more heavily on the state of our Nation.

Theé economic distress is global. We will not solve
it at home unless we help to remedy the profound economic
dislocation abroad. World trade and monentary structure
‘provides markets, energy, food and vital raw materials _-—
for all ndtions. This international system is now in
Jeopardy.

"This Nation can be: proud of significant achievements
in recent years in solving problems and ¢rises. The . Berlin
Agreement the SALT agreements, our new relationship with
China’, the unprecedented efforts in the Middle East -- are
immensely encouraging. But the world 1S not free from
crisis. 1In a world of 150 nations, where nuclear technology
is proliferating and’ regional conflicts continue, inter-. .
national security cannot be' taken for granted.

Soflet there be no mistake about 1it: internatipnal
cooperation is a vital fact of our lives today. This is
not a moment foy the American people to turn inward.

More than ever befére, our own well-being dépends on ..
America's determination and teadership in the world. . .

‘ We dre a great Nation -- spiritually, politically, ;
militarily, diplomatically and economically. America's
commitment to internatlonal security has sustaineq the
safety of allfes and friends in many areas -~ in the .
Middle East, in Europe, in Asia. Our turning away wouldk;.;
unleash new 1nstab111ties and dangers around the globe
which would, in turn, threaten our cwn security

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

The whole world 1s watching to see how we respond.

more



11

A resurgent American economy would do more to restore
the confidence of the world in 1ts own future than anything
else we can do. The program that this Congress will pass
can demonstrate to the world that we have started to put:
our own house in order. It can show that this Natlon 1is
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 natlons.

At stake is the future of the industrialized democraciles,
which have perceived their destiny in common and. sustained
it in common for 30 years.

. The developing nations are also at a turning peint-
The poorest nations see thelr hopes of feeding thelr hungry
and developing thelr socleties shattered by the economic
¢risis. The long-term economic future for the producers
of raw materials also deyends on cOOperative solutions

Our relations with . the communist countries are a basic
factor of the world environment. We must seek to builld a
long~term basis for coexistence. We will stand by our
principles and our interests; we will act firmly 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
opportunitles, we must have the tools to do the Job.

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

Milltary strength alone ia not suffioient.f Effective
diplomacy is also essential in preventing confllet and =
bullding world understanding. The Vladivostok negotiations
with the Soviet Union represent a major step in moderating
strateglc arms competition. My recent discussions with-.
leaders of the Atlantic Community, Japan and South Korea
have contributed to our meeting the common challenge.

But we have serious problems before us that require
cooperation between the President and the Congress. By
the Constitutlon and tradition, the execution of forelgn
policy 1s the responsibility of the President.

mo re
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- - In recent years; under the stress of the Vietnam War,
legislative restrictions on the: Presiderit's capability to-
execute -foreign and military decisions have proliferated.
As a member of the Congress, -1 opposed some and approved
others. - -As President, I welcomezthe advice and cocperatien
of the ‘House' and Senate.,v AL SR

But if our foreign pelicy is to be successful we
cannot rigidly ‘restrict in-leglislation the ability of the
President to act.  The conduct of ‘negotiations is 111" :
sulted to such limitations. For my part, I pledge. this ~
Administration will act in the closest consultations with

the Congress-.as we face delicate situaticns and’ troubled
times througheut the globe, T c

Wh@n I became Presidenb only five months ago I promiseé
the last Congress a policy of communicatlon, conciliation,
compromise and cooperation. I renew that pledge to the new
members af this Congress. ' ¥ coe s '

To sum- up..

I

kmeriea needs a new direction which I have sought tc
chart here today -- a change of course which will:

-- put the unemployed back to work, \
~é‘ 1ncrease real inccme and prcductian,
- restrain the growth of government spending,A’
- ;achieve energy 1ndependence, .and '
';f ;advance the ‘cause of world understanding. “ |
We have the ability. We have the know-how. In part-

nership with the American people, we will achieve these
chjeetives‘u-:w» S I :

.

‘ As our QOOhh anniver&ary &pproaches, we owe 1t tc
ourselves, and -to-posterity, to rebulld our political and
economic~atrength.~ Let us make Americda, onceragain, and
for centuries more to come, what:it has sSo long been --'a
stronghold and beacon-light of liberty for the world. ‘

.-+ . GERALD R. FORD
THE WHITE HOUSE,
* January 15, 1975.
# # # #
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The President's Ecomomic and Tax Program

The President“s State of the Union Addiess outlined the
nation's current econonic situatibﬁ angd outlook and his
economic and tax program which are designed 'to wage a
simultaneous three-front canpaign against recession, in-
flation and" energy dependence . ‘ :

BACKGROU¥D - - -

The U.S. economy is faced with the closely liﬁkei probiems
of inflation and recession. Durin? 1274, the econony
experienced the highest rate of inflatlon since Horld . . .
War II., Late in 1:?&, whan a recession set in, unemploy~
ment rose sharply to over' 7 _percent, ‘the highest level .

in 13 years.

Accelerated inflation had its roots in the policies-of the - -

past and several recent develapments~not subject to U.S.
control. Speciflcally «

--  Excessive Federal spending and lending for over
" a decade and’ too muc“z men..y ‘and ‘credit growth:

- Unusually poor harvests, contributed heavily to-
world-wide food shortages and escalatxng food
prices : .

--  Horld petroleum pro&uct prices increasoé
dramatically due to the Arab nations eribarco
on shipments of oil to the U.S., the quaérp~
pling of the price of crude oil by the OPEC
nations, and their sharop reductions in
crude o0il production to maintain hisgher prices.
digher enerny prices were passed through in
the prices of other products and services,

-«  The decline in U.8. domestic proﬂucticn of oil
and natural gas that bezan in the 1250's also
contributed to higher energy prices.

more (OVER)



6

An economic boom occur:ied s aultaneously in
the industrialized nations of the world.

There were two international devaluations of the
dollar.
contributed strongly to the forces of recession:

Inflation
ing power of workers' paychecks

-- The real purchas
was reduced. .

Inflation also reduced consumer confidence,
~ contribiting to the most severe slump in
 consumer purchasing since World War IIL. ~
-- Inflation foyced interest rates to very high levels, .

draining funds out b? financial institutions that
supply most mortgage loans and thus sharply reducing

construction of homes.

Federal Government spending and lending programs,
accounting for over half the funds raised in
capital markets, reduced the amount of money
"availableé for capital 'investments needed to raise
productivity and increase living ‘standards.

i Lo

CURRENT SITUATION AND NEAR-TERM OUTLOOZ

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

There are no instant cures. A careful and balanced policy
approach is required. "It will take time to yield full results.

There is, however, no prospect of a long and deep economic

dewmturn on the scale of the 1930's.

more
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MAJOR ELEMENTS OF THE PRESIDENT'S ECONOMIC AND TAX PROGRAM

R I E 4 :

A $16 Billion Temporary, Anti-Recession Tax
ReductTon. This major reduction In taxes proposed
for Individuals and businesses is designed to
restore consumer confidence and promote a recovery
of ‘production and employment. The recession is
deeper and more widespread than expected earlier,
but the tax reduction -- together with the easing
of monetary conditions that has already taken
place -~ will support a healthy economic recovery.
The tax reduction must be temporary to avoid

excessive stimulus resulting in a new price
explosion and congested capital markets.  The

- temporary nature of the reduction is. consistent

II.

III,

~with the long~term economic goals of ‘achieving

and maintaining reasonable price stability and
raising the share of national output devoted to
saving and capital formation.

Enerpy Taxes and Fees. Energy excise taxes and
Tees on petroleum and natural gas will reduce use of
these energy sources and reduce the nation's need
for importing expensive and insecure foreign oil.
Removal of price controls from domestic crude oil
(together with other energy actions) will encourage
domestic oil production, A windfall profits tax
would recover windfall profits resulting from
crude oil decontrol, Energy taxes and fees are
expected to raise $30 billion in new Federal
revenues on an annual basis,

Permanent Tax Reduction !lade Possible By Energy
Taxes and Fees, The 530 billlon annual revenue
from energy conservation excise taxes and fees

and the windfall profits tax on crude oil would

be returned to the economy through a major tax

cut, a cash payment for non-taxpayers, and direct
distribution to governmental units. Tax reductions
are designed to go mainly to low-and middle-income
taxpayers.

more
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SPECIFIC PROPOSALS ANNOUNCED BY THE PRESIDENT

T

A Temporary,- Antl-Recession Tax Cut of $16
Billion. The President proposed a temporary, -
tax reduction of approximately $16 billion to
provide prompt stimulus to consumer spending
and business investment. The tax cut is . .
divided 75 percent to individuals and 25 percent
to corporations, which is approximately the-
ratio that individual income taxes bear to.
corporate income taxes. The cuts would be:.

A‘

.....

A Tax Reduction for Individuals of $l2 Billion

1. Individuals will receive a cash refund
equal to 12 percent of their 1974 tax
liabilities, as reported on their 1974 tax

‘f»returns now being filed, up to a 1limit of

-$1,000. Married couples filing separately
3 would receive a maximum refund of $500 each.

' 2. The temporary reduption,will be a uniform

12 -percent for all taxpayers up to about the
$41,000 income level where the $1,000 maximum

 takes effect and will then be.a progres-

.- sively smaller percentage for taxpayers above
- that level. . R .

3. The refund will be paid in two equal

‘1nstallments 'in 1975 with payments of the
first installment beginning in May and the

second in September

4. The proposal does not affect in any way

the manner -in which taxpayers complete and

file thelr 1974 tax returns. They will file

- and pay their tax in accordance with existing
"law without regard to the tax reduction.
"'Later they will receive thelr refund checks
‘from the Internal Revenue Service. Because
" no changes in deductions and other such ltems

are involved, ‘the" Internal Revenue Service

wWill be able to determine the amount of the

refund and mail the checks without requiring
further forms and computations from taxpayers.

nore
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5. The effect of the tax refund can be
illustrated for a family of four as follows:

Adjusted Present “io - Proposed Fet  Percent
Gross Income __Tax o -Refund, e Saving
$ 5,000 ¢ g8 o ¢ 120 0 T -12.0%
7,000 L 402 48 . =12.0%
10,000 867 104 .12.0%
12,500 1,261 1kl . 0 -12.09%
15,000 1,699 " 204 -12.0%
20,000 - 2,660 319 -12.0%
40,000 & 7. 958 o 985 L L -12.0%
50,000 ‘ 11,465 1,000 ' - B8.7%
60,000 15,460 . 1,000 - . - 6.5%
100 000 - 33,340 ' 1,600 ~ 3.0%
200,000 85,620 .1,000 - 1.2%

T ‘VAlthough the taxpayer ‘will not. figure his own
' refund, 1t is a simple matter .for him to
anticipate ‘how much the Internal Revenue
Service will be sending him, by calculating
- 12 percent of his total tax liability for the
year (on Form 1040 for 1974, it is line 18,
page 1, and on Form.1040A, line 19).

B. f*A Temporary xncrease in Investment Tax Credit
' ‘f’for Business and Farmers of $84 billion.

1. There will be an increase for one year in

the investment tax credlt to 12 percent for
all taxpayers, including utilities (which
presently have, 1in effect, a. 4 percent credit).

Utilities will continue 0 recelve a 12 percent

credit for two additional years for qualified

investment in electrical power plants other
~than oil-or gas -fired facilities.

- 2. This increase 1n the credit wlll provide
benefits of $4 billion in 1975 to immediately
stimulate jcb-creating investment. (In view
of the need for speedy enactment and the

;temporary nature of the lncreased credit,

" this change does not include the basic re-
structuring of .the credit as proposed on a
permanent,basis in October, 1974.)

more
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3. With respect to utilities 1t includes a

. temporary increase in the amount of credit

. which may be used to offset income tax.

* Under current law, not more than 50 percent
of the income tax liabllity for the year may
be offset by the investment credit. Since
many utilities have credits they have been
-unable to use because of this limitation,
‘under this proposal utiiitles will be permit-
ted to use the credit to offset up to 75 per-
cent of their tax liability for 1975,

70 percent for 1976, 65 percent for 1977, and
so on, until 1980, when they will in five
annual steps have returned to the 50 percent
('limitation applicable to. industrg generaliy

more
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4. The 12 percent credit will apply to
property placed in service during 1975 and
to proverty ordered during 1975 if placed
in service before the end of 1975. The
credit will also be available to the extent
of construction, reconstruction . or erection
of property by or for a taxpayer during
1975, without regard to the date ultimately

- placed in service, Similar rules will appl

to investment in electrical .power plants other

than oil-or gas-fired facilities for which

the 12 percent credit will continue through

1977,

II. Enérgy Conservation Taxés7and'Eée§.ﬁ.Energy taxes

and fees, in conjunction with domestic crude oil
price decontrol and the proposed windfall profits
tax, would raise about $30 billion on an annual
basis, The fees and taxes and related actions
(discussed more fully in Part Two of this Fact
Sheet) include:

A,

Administrative Actions,

1, Import Fee -- The President is acting
immediately within existing authorities to
increase import fees on crude oil and
petroleum products. These new import fees
will be modified upon passage of the
President's legislative package.

(a) Import fees on crude oil and petroleum
products will be increased by $1 effective
February 1, 1975; an additional $1 effective
March 1; and another $1 effective April 1,
for a total increase of $3.00 per barrel.
Currently existing fees will also remain

in effect,

more
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(b) FEA's "0ld Cil EZntitlements” program will
be utilized to spread price dncreases on crude
among all refiners, and to lessen dispropor-
tionate regional effects, such as New England,
or in any specific industries or areas of
puman need where oil is essential.

(c) As of February 1975, product imports

will cease to be covered by FEA's '"0ld Oil
- Entitlements’’ program. In order to overcome
.- any severe regional impacts that could be

caused by large fees in import dependent
areas, imported products will receive a fee
rebate corresponding to the benefit which

E would have been obtained under that progranm.
‘The rebate should be approximately $1.00 in
"~ February; $1.40 in March, and $1.80 per

barrel thereafter.

(d) The import fee program will reduce
imports by an estimated 500,000 barrels
per day and generate about $400 million
per month in revenues by April.

2. Crude 0il Price Decontrol -- To stimulate
domestic production and further cut demand,
steps will be'taken to remove price controls
on domestic crude oil by April 1, 1975,
subject to congressional disapproval as
provided by 84(g) of the Emergency Petroleum
Allocation Act of 1973.

3. Control of Imports -- The ener
measures to be imposed administratively out-
lined above, the energy conservation taxes
outlined below and other energy conservation
measures covered in Part Two below, will be
supplemented by the use of Presidential power
to limit oil imports as necessary to fully
achieve the President's goals of reducing
foreign oil imports by one million barrels

a day by the end of 1975 and by two million
barrels before the end of 1977.

more
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Taxes ‘Proposed to the Congress. The President

asked the Congress to pass within 90 days a
‘comprehen91ve energy conservation tax program
which will raise an- ‘estimated $30 billion in
revenues on an annual basis. The taxes proposed
are:

1. Petroleum Excise Tax and Import Fee -- An

excise tax on all cdomestic crude oil of $2 per

barrel and a fee on imported crude oil and oy
product inports of $2 per barrel g

2. Hatural Gas Excise Tax ~-- An excise tax

- on natural gas of 37¢ per thousand cubic feet
(mcf), the equlvalent on a Btu basis to the
22 per barrel petroleum e1c13e tax and import
ee. -

more
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3. Windfall Profits Tax -- To ensure that
the end of controls on crude oil prices
does not result in one sector of the
economy benefitting unfairly at the expense
of other sectors, a windfall profits tax
will be levied on the profits realized by
producers of domestic oil. This tax is
intended to recapture excessive profits
which would otherwise be realized by
producers as a result of the rise in
international oil prices. This tax does
not itself cause price increases, but simply
recaptures the profits from price increases
otherwise induced. It will, together with
the income tax on such profits, produce
revenues of approximately $12 billion.
In aggregate, the windfall profits tax is
sufficient to absorb all the profits that
would otherwise flow from decontrolling oil
prices, plus an additional $3 billion. More
specifically the tax will operate as follows:

(a) A windfall profits tax at rates graduated
from 15 percent to 90 percent will be imposed
on that portion of the price per barrel that
exceeds the producer's adjusted base price
and therefore represents a windfall profit.
The initial "adjusted base price” will be

the producer's ceiling price per barrel on
December 1, 1973 plus 95 cents to adjust for
subsequent increased costs and higher price
levels generally. Each month the bases will
be adjusted upward on a specified schedule,
which will %radually raise the adjusted base
price to reflect long-run supply conditions
and provide the incentive for new investment
in petroleum exploration. Percentage deple-
tion will not be allowed on the windfall

..
5w T P ] 4 e
LTCLits tax liavilicy.

(b) The windfall profits tax rates will be
applied to prices per barrel in excess of
applicable adjusted base prices as follows:

more
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Portion of price per Amount of tax
barrzl in eXCELs of
base and subject to tax

Less than $0,20 ~ 15% of amount
S B "within bracket
$0.20, under $0.50 ~ $0.03 plus 30% of
, o ' amount wlthin bracket
" $0.50, under $1.20 $0.12 plus 60% of
e ‘ amount within bracket
$1.20, under $3.00 '$0.54 plus 80% of
i ' S ' ~ amount within bracket
© - $3.00 and over’> ' © $1.98 plus 90% of

amount within bracket

(c) The winafall profits tax does not include
a “ploWback” provision nor does it contain
~exemptions for’ classes of production or
producers. It does, however, include the
,limitation ‘that the amount aubject to tax may

not exceed:75 percent of the net income from

' the barrel of crude oil. The tax will be

,retroactive to January 1, 19?5

- (d) The windfall profits tax reduces the
g base“for the depletion allowance.

more
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III. Permanent Tax Recuctions and Payments to on- .
Taxpayers HEEé Possible by: Enerpy Conservation -
Taxes. ‘ : L

-0f the $£30 billion in revenue raised annually by
the proposed conservation taxes outlined above,
about 35 billion is paid by governments through
the hizher costs of enercy in their purchases.
This $5 billion includes: ,

. $3 billion by the Federal gOVﬂrnment
¢2 billion by state and local governments.

The President is proposing to the €ongress that
52 billion of the revenues be paid-to State and
local governments, pursuant to the distribution
formulas anplicable to general revenue sharing.
The other $25 billion will be returned to the
economy mostly in the form of tax cuts. As in
the case of the temporary tax reduction, this
permanent change will be divided between indi-
viduals and corporations on a 75-25 percent
basis, about $19 billion for individuals and
about $6 billion. for corporations.  Specifically,
this would include: - -

A. Reductions for Individuals in 1975 --

Tax cuts for individuals will be achieved in two
ways: (1) through an increase in the Lov Income
Allowance and (2) a cut in the schedule of tax
rates.' In this way, tax-navinv individuals will
receive a reduction of asnrox1mately 816 1/2
billion, with proportionately larger cuts going
to lew-and middle-income families. The Low
Income Allowance will be increased from the
present $1,300 level to 52,630 for joint returns
and 42,000 for single returns That will bring
the level at which returns are nontaxable to ,ﬂ
what is approximately the current "poverty level' -
of $5,600 for a family of 4. 1In addition, the -
tax rates applicable to various brackets of in-
come will be reduced. The aggregate effects of
these changes are as follows

more
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(1975 Levels)

(Sbillions)
Adjusted < :. Income Tax +  Amount of - Percentage
Gross Income : Paid Under : Income Tax : ° Reduction in
Class : Present Law : Reduction : Income Tax
(5000) B AR BRI  A o)
C - 3 3 - .25 . -83.3% -
3 - 5 1.3 - 1,20 - -66,7 .
5 - 7 4.0 -.1.,9% . =40.0
7 - 10 3.9 - 3.38 -38.0
10 - 15 21.¢ - 4,72 : -21,6
15 - 20 22,8 - 2.70 -11.8
20 - 50 44,4 - 2,15 - 4.8
50 - 100 13.5 - .11 - 0.8
100 and over v _13.3 - .03 - 0.2
Total 130.9 - =16,50% -12.6

*Does not include payments to nontaxpayers

The effect of these tax changes can be illustrated
for a family of 4, as follows:

Adjusted . Present llew Tax - Percent
Gross Incomne Tax I/ Tax Saving Saving
$ 5,600 $ 185 8§ 0 ; $185‘ : 100.0%
7,000 .. . 402 . 110 -~ 292 72.6
10,000 . . 867 - 518 346 40.3
12,500 1,261 - 661 2300 -23.8
15,000 . 1,699 1,478 221 . 13,90
29,000 2,660 2 450 210 7.9
30,000 4,933 4.337 151 “‘%'2

40,000 7,958 7.028 130

I/ Calculated assuming Low Income Allowance or
~  itemized deductions equal to 17 percent of

income, whichever is greater, co
B. Residential Conservation Tax Credit .(Discussed
in the Energy Section of this ract Sheet). The
President seeks legislation to provide incentives
to homeowners for making thermal efficiency improve-
nments, such as storm windows and insulation, in
existing homes. This measure, along with a stepped-up
public information program, could save the equivalent
of over 500,000 barrels of oil per day by 1985. Under
this legislatlon

mnore
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1. A 15 percent tax credit retroactive
- to January 1, 1975 for the cost of certain
improvements in thermal efficlency in
residences would be provided. Tax credits
would apply to the first $1,000 of
~expenditures and can be claimed during
‘the next three years.

2. At least 18 million nomes could qualify
for these tax benefits, estimated to total
about $500 million annually in tax credits.

Payments to Nontaxpayers of $2 billion.

The final component of the $19 blllion
distribution to individuals is a distribu-
~tion of nearly $2 billion to ‘hontaxpayers
-and certain low-income taxpayers. For this

. low-income group, a special distribution of

. $80 per. adult will be provided as follows.

1. Adults who woulé pay no tax,even without
the tax reductions in A above, will recelve

$80.

2. AdultsAﬁho'réceive less than $80 in such
tax reductions will receive approximately the
difference.

3.  Persons not otherwise filing returns but
eligible -for these speclal distributions

will make application on simple forms provided
by the Interrial Revenue Service on which they
would furnish theilr name, address’, soclal
security number, and 1ncome

4,  For purposes: of the special distributions
Tadults” are individuals who during the

year are at least 18 years old and who

~are not eligible to be ¢claimed as a
dependent under the PFederal income tax laws.

5. . Since most taxpayers will recelve theilr
1975 income tax reductions in 1975 through
reductions in withholding on wages and
estimated tax payments, the specilal distribu-~
tion to non-taxpayers and low-income

more
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taxpayers will also begin in 1975.
It is.anticipated that disbursement,
~based on 1974 income can’ be made in
~the summer of 1975 R R

Tax Reduc;ians for Corporatiqns The

corporate rate will be reduced by 6

percentage points, effectively lowering

the eorporate rate from 48 percent to
S L2 percent for 1975, The resulting

~ - benefit in 1975 1s’estimated at about
$6 billion.

i .
¥ 3

Ivs” Moratorium on New Federal Spending_?rograms.
.The -President -annouriced .that he would propose
:no new Federal spending programs except for
Aenergy.‘ He also indicated .that he would not

© hesltate to veto any new spending programs

passed by the Congress. The need for the
moratorium is demonstrated by preliminary
-F¥ 1976 Budget estimates: :

Fiscal Years Percent Change

satajkz :1975 «131976i 75/74 76/75

Revenues  264.9 280 - 303 5.7% 8.21

- Qutlays ,~~«e268 314 '3u% 17 % 11.1%
~¢Qefi01t - 3. 3 §-3H 45: - -—

vNOTE Estimates for 1975 and 1976 are subject to
a. variation of $2 billiqn in the final budget.

V. Budget Reductions‘

« The budget figures shown-above assume that

- significant budget. reductions proposed by

. the President are effected.. Including re-
ductions -proposed in a serles of specilal

-messages. sent-to the last session of Congress,
these budget reductions total more than $17

. billien. Of this:.total, over. $6.billion will

- result from.the proposed 5% celling on Federal
. pay: increases and on thosé Federal benefit
rprograms that rise automatically with the
Consumer Price Index. = @ .

more
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The following summarizes reductions in 1076 spendlng
to be included in the upcoming budget:

(Outlays
’in billions)

Effect of budget reductions
proposed last year (including

administrative actions) . . . . . .  $8.9,

Amounts overturned by the PR

CongreSS ’ » * . » v e . . . - PR -1'1 Tl
Remaining savings . . . . . 7.8 ...

Further reductions to be proposed:

Ceiling of 5% on Federal pay
and programs t1ed to the
CPI:

“. - ] . * o, Y. . * . . . .. 601
Other actions planned .. 3.6
Total reductions . . . . A V5.1
more
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The following lists those programs to which the

5% ceiling will apply and shows spending amounts
for them:

. Effect of 5% Ceilin on Pay Increases ‘
- ' and Programs® Tied to CPI & ° ’
(Fiscal year estimates; Dollars xn*billions)

1976 Outlays Difference
1975 Pﬁnuout With 1975-1976

Prongms Affected Outlays * 'ceiling ‘' <ceiling ' (with ceiling)
Social security .. 64.5“' - 74,3  ”7lf8v o +7.3
Railroad R T

retirement .... 3.0 - - 3.4 © 3.3 = +0.3
Supplemental : SR R

Security o ; ,

Income EEEERE ) 4.7 ot 5.5i ’ ‘5.4 2 ‘,ﬁ.: +0.7
Civil service v - :

and military

retirement S . .

payments ..... 13.5 ~16.2 14.9 +1.4
Foreign Service , .

retirement ... s JI .1 *
Food stamp

program ...... 3.7 3.9 3.5 -0.1
Child

nutrition .... 1.3 1.8 1.6 +0.3
Federal salaries:

Military ..... 23,2 23,1 22.5 -0.7

Civilian ..... 35.5 38.9 38.0 +2.5
Coal miner

benefits ..... 1.0 1.0 1.0 *

Total ..... 150.5 168,2 162.1 +11.7

* Less than $50 million.

The 5% ceiling will take into account increases
that have already occurred since January 1, 1975,
Under the plan, after June 30, 1976, adjuatments
would be resumed in the same way as "before the
establishment of the 5% ceiling. However, no
catchup of the increases lost under the ceiling
would take place.

more
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St e
Y

SUMMARY OF THEVEUDGET IMPACT OF THE NEW TAXES AND‘FEES
AND THE TAX CUTS

The following table summarizes the estimated direct budget
impact, on.a full-year-effective basis, of the tax and related
changes proposed by the President to deal with the economic
and energy situations:

Revenue Ralsing Measures o Estimated Amounts
' ($ biliions)
0il excise tax and import fee -+ 9 1/2
Natural gas excise tax . . . - . . ... + 8 1/2
Windfall Profits tax o o o+l
Total oo +30. ¢
more
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Estimated Amounts

Revenue Disbursing easures. : (5 billions)
Energy rebates: e
Income tax cuts, individuals -16 1/2
Residential tax credit - - 172
"Hontaxpayer distribution ‘ -2
Corporate tax cut -6
State and local governments -2
Federal government costs =3
~ Subtotal | - -30
Temporary economic stimulus: A
Individual tax refunds - =12
Investment credit increase -4
Subtotal -16
Total Revenue Disbursing Measures 46

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

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

The increase in import fees would go into
effect

- §1 per barrel February 1.
- To $2 per barrel March 1.

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

The windfall profits tax on crude oil would
be effective as of January 1, 1975. First
payments of the tax would be made in the
third quarter.

The permanent tax cuts for individuals and
corporations made possible by the revenues
from the energy conservation taxes would be
effective as of January 1, 1975. The changes
in withholding rates for individuals are
expected to go into effect on June 1. The
withholding changes will be adjusted so that
12 months reduction is accomplished in the

7 months from June through December.

more
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 The tax credit for energy-saving improvements.

to existing residences would go into effect-
as of January 1, 1975.

The special distribution to nontaxpayers is
expected: to .be pald out in the summer of :
1975.

The $2 billion distribution to Staﬁe and
local governments would be effective with
- the second quarter of 1975.

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

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

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

Timing of Direct Budget Impéct
($ billions) |

‘Calendar‘Years

1975 1976

T T TT1 ] T T IIT IV

Energy Taxes +0.2 +4.1 %12.6 +7.6 +7.6 +7.5 +7.5 +7.5

Return of Energy

Revenues to Economy

Tax Reductilon .0 =-3.2 -~ 9.0 -9.0 -5.6 -7.9 ~6.3 ~6.4 |,
Nontaxpayers - 2.0 ‘ - =2.0 :
S&L Gov'ts .0 ~0.5 -~ 0.5 -=0.5 -0.5 -0.5 =0.5 -0.5
Federal Govt. .0 .0 -0.8 -0.7 -0.8 -0.7 -0.8 -0.7 .
Temporary Tax Cut .0 -6.1 =-'7.9 =-0.6 0.8 -0.9 0 0
Net Effect +0.2 ~-5.7 - 7.6 -3.2 -0.1 -2.5 =2.1 -0.1

more
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INFLATION IMPACT

Both major parts of the tax package require inflation
impact analysis. The exclise taxes on crude oil and
natural gas, combined with the tariff and decontrol of
prices of both '"old"” o0il and new natural gas, will add
to the general price level immediately. The consumer
price index 1s expected to rise by about two percent
when these tax and price increases go into effect.
However, this increase has a one-time impact on the
price level that, with exceptlons in some areas, should
not add materially to inflationary pressures in future
years. o A

The inflationary impact Of thef$16‘billion antimrecession
tax cut is more difficult to assess. While some eco-
nomists may argue that' a tax cut will add to the rate

of inflation during the year ahead, others would contend
that under present economic conditions, with unemploy-
ment high and many factories operating well below
capacity, the predominant effect of the tax cut will

be to stimulate spending, and that additional spending
will have only a slight impact on prices. .

Whatever the precise price 1mpact of this $16 billion
tax cut during 1975, the most Important fact about it
from the standpoint of inflatlon:is. that 1t is temporary.

With the recession stlll under way, the rate of inflation' =~

will be coming down -- it will be too high, but never-
theless moving in the right direction. After the economy
gets well into recovery, however, too much stimulus would
be sure to reverse. the slowing of the inflation rate and,
indeed, start a new acceleration. Thus, the tax stimulus
must be temporary rather than permanent.

The President has declared a moratorium on new Federal
spending programs for this same reasoh. Budget expen-
ditures are rising rapidly this year, in part, because
of programs to ald the unemployed.: That.is acceptable
and highly desirable in a recession to relieve the
burden on workers who are affected. It 1is also
desirable because spending under those programs

phases out as the economy recovers and unemployment
falls. The increased Federal spending is only temporary.

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

" more



27

help the Nation recover from the current recession ~- the
impact would come much’ too late -- but it would surely do
much inflationary harm as the’ economy returns to prosperous
conditions in the years ahead. Therefore, at the same

time that taxes are being reduced to support a healthy .
recovery, QOlicies that would revive inflationary pressures
must be avoided after the recovery is. underway. The size

of currently projected Federal budget deficits precludes
introduction of new spending programs now that would raise
inflationary pressures ‘later. For this reason, -the President
requested that no new spending programs, except as needed
in the energy area, be enacted so that we can regain control
of the budget over ‘the long-run and permit a gradual return
to reasonable price stability. '

PRESIDENTIAL PROPOSALS OF OCTOBER 8, : 19‘7u RESUBMITTED FOR
CONGRESSIONAL ACTION '

In addition to the comprehensive set of economic and
energy policles discussed in the State of the Union
Message, the President asked that the new Congress
pass quickly certain leglslative proposals originally
requested 1in his October 8, 1974, message. Those
proposals would:

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

2. Amend P.L. 480 to walve certain restrictions
on shipments of food under that Act to needy
countries for national interest or humanitarilan
reasons.

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

by, Eliminate the U.S. Withholding tax on forelgn
portfolio investments to encourage such
investment.

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

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

mofe
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Strengthen our financial institutions and .

!“'provide ‘a new tax incentive for investment:
in residential mortgages.

Permit more competition betweeh diffefeht

‘modes of surface transportation (The Surface~’

Transportation Act)

* Amend the Employment Act of 1946 to make

explicit the goal of price stability. .
(Substitute “to promote maximum employ-

‘ment; maximum production, and stability -
‘of the general price level“ in place -of

the present language, "to promote maximum

_employment, .production and purchasing
- power.').. . 7

more
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The President's Zneray Progranm.
(1nc1udin¢ enerzy taxes and fees)

The President's State of the Union Address outlined the Hation's
energy outlook, set forth national energy policy objectives,

and described actions he is taking immediately and indicated
proposals he is asking the Convress to pass. ‘

B&ALCI\GL\GUIID

Over the past two years, progress. has been made in conserving
energy, expanding energy RZD and incrcvinc Federal government
energy organization. Deéspite such accompl 1sﬁments, we have
not succeeded in solving fundamental problems and our Jjational
energy situation is critical. Our rellance on forelvn sources
of petroleum is contributing to both inflationary and reces-
sionary pressures in the United States. World economic
stability is threatened and several industrialized nations
dependent upon iuported oil are facing severe economlc
disruption. - .

With respect to the UgS.'enérgy situation:

==  Petroleum is readily available from foreign
sources -- but at arbitrarily hich prices,
causxng nassive outflow of dollars, and at
the risk of increasins our llation's wvulnera-
bility to severe econonic disruption should
another ewbargo be imposed.

- Petroleum imports remain at high levels -
even at present high nrices

- - Womestlc oil production continues to
decline as older fields are depleted and’
" new - fields are years from production; J.C
million barrels per day in 1974 compared

to 9.2 milllcn : in 1973.

oo~ Total U.a. petroleum consumption is
increasing, ‘although at slower rates
due to higher prices

- Uatural zas snortages are Lorciﬁv curtailment of
suppl1es to manyv industrial fiyms and denial of
servxce to new residential customers. (l4%

expected this winter versus 7% last year.) This
is resulting in unemployment, reductions in the
production of fertilizer needed te increase food
suprlies, and increased demand for alternative
fuels -- primarily imported oil.

more (OVER)
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- Coal production 1s at about the same level as in
the 1930's.

-- Nuclear energy accounts for only 1 percent of total
energy supply and new plants are being delayed,
postponed or cancelled.

e Overall energy consumption 1s beginning to increase
again.

- U.S. vulnerablility to economic and social impact
from an embargo increases with higher imports and
will continue to do so until we reverse current
trends, ready standby plans, and increase petroleum
storage. ,

Economic impacts of the fourufold 1ncrease in OPEC oll
prices include

== Heavy outflow of U.S. dollars (and. in effect,

‘ jobs) ‘to pay for growing oil imports -« about
$24 billion in 1974 compared to $2.7 billion
1n 1970 : ,

- Tremendous balance of payments deficits and
possible economic collapse for those nations
of Europe and Asia that must depend upon
expensive 1mported oil as a primary energy.
source. ‘

e Accumulation of billions of dollars of surplus

revenues 1n oll exporting nations -- approxi-
mately $60 billion in 1974 alone.

U.S. ENERGY OUTLOOK

I. Near-Term (1975-1977): In the next 2-3 years, there are
ONLy a Téw steps that can be taken to increase domestic
energy supply particularly due to the long lead time for
new production. 0il imports will thus continue to rise
unless demand is curbed.

IT. Mid-Term (1975-1985): 1In the next ten years, there 1is
greater flexibility. A number of actions can be taken
to Increase domestlc supply, convert from foreign oil
to domestic coal and nuclear energy, and reduce demand --
if the Nation takes tough actlons. Vulnerability to an
embargo can be eliminated. ' i

" more
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Long~Term (Beyond 1985) ~ Emerging energy sources can

‘play a bigger role.in supplying U.S. needs -- the results
.of the Nation's expanded energy research and development

program. U.S. independence can be maintained. New
technologies are the most -significant opportunity for
other consuming nations with limited domestic resources.

NATIONAL ENERGY POLICY GOALS AND PRINCKPLES ANNOUNCED BY

THE PRESIDENT

I.

- Near-Term (1975-1977): Reduce oil imports by 1 million

barrels. per day by the end of 1975 and 2 million barrels
by the end of 1977, through immediate actions to
reduce energy demand and 1ncrease domestic supply

" (A) With no action, imports would be about 8 mi1lion

IT.

barrels per day by the end of 1977, more than
20 percent above the 1973 pre-embargo levels.

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

{C) More drastic short-term reductions wouid have
unacceptable economic impacts. - e

Mid-Term (1975-1985): Eliminate vulnerability by
achleving the capacity for full energy independence
by 1985. This means 1985 imports of no more than
3-5 million barrels of oill per day, all of which can
be replaced lmmedlately from a strategic storage
system and managed with emergency measures.

(A) With no- action, oil imports by 1985 could be
- reduced to zero at prices of $11 per barrel or
more -- or they could go substantlally higher
if world oll prices are reduced (e.g., at $7
per barrel, U.S. consumption could reach
- 24 million barrels per day ‘with imports of
-above 12 million, or above 50% of the total.)

(B) The U.S. anticipates a reduction in world oil
prices over the next several years. Hence,
plans and policies must bé established to
achleve energy lndependence even at lower
prices -~ countering the normal tendency to
increase imports as the price declines.

more
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(C) Actions to meet the 1985 goal will hold imports
=4 .- £o no more than 3-5 mlllion barrels per day: ~
« .. even at. $7 per barrel prices.. Protection against
... an embargo of the remaining imports can then be
handled most economically with storage and «
;-standby emergency measures.. % e

TII. Long-Term (Beyond 1985) Within this century, the U.S.
should strive to develop technology and energy resources
to -enable it to supply a significant share of” the S
Free World's energy needs.

: (A) Other consuming nations have insufficient fossil
-fuel resources to reach domestic energy S
,selfwsufficiency. C

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

IV.  Principles: 4Actions to achieve the above-national
- energy. gaals must be based upon the following
principles: » . ‘

~-  Provide energy to the American consumer at the
- lowest possible cost consistent: with our need
for secure energy supplies. :

-- . Make energy decisions consistent with our. cverall-
.., _economic goals. : : .

v?r\i Balance environmental goals with energy requireu
o ments., : V

- Rely upon the'private sector and market forces
as the most efficlient means of .achieving the |
~ Nation's goals, but-ract through the government
..where the private aector ‘1s unable. to achieve
our goals. .

- Seek equity,aﬁong;all,our.citizens 1n sharing
of benefits and costs of our energy program.

~- . Coordinate. our energy-policies with those of -
_other consuming nations to promote interde-
pendence, as well as independence.;

more
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ACTIONS ALMOULICED TCUAY BY THL PRESIDINT

I. ACTIONS ANIIQUCED BY TEE PRESIDEHT TO MEET
TERM GOALS (1975-1977%

To neet the national ;joals, the Presicent outlined a com-
prehensive program of legislative proposals to the Congress
vhich he requested be enacted within 90 days and administra-
tive actions that he will begin 1mp1ementxnp itmediately.

The legislative package is nore effective and equitable than
the administrative program, but the President indicated that
the seriousness of the situation denanded irmediate action.
These actions will reduce overall energy demand, increase
domestic production, increase conversion to’ caal and reduce
oil inports. ;ney include ‘

a) Administrat;ve Actions

1. *qurt Fee -~ Because of the seriousness

' ~of the provolem and because tinme is required
for Convressianal action on his legislatlve

ﬂ,'proposaf the President is acting irmediately

o within ewlsting authorities to increase the
import fees on crude oil and netroleum
products. These new 1mport fees would be
rodified upon passage of the Tresident's
1egislat1ve packa«e .

- (a) Iuport fees on crude oil and petroleun
proéucts unaer the authority of the Trade Expan-
.- sion Act of 1962, as amended, will be increased
t«by $1 effective February 1, 1975 an additional
51 effective iMarci 1; and another 51 effective
‘April 1, for a total increase of $3.00 ver
_‘barrel. burrently existing fees will also
renain in ef fect

(b) FA's "0ld 0il “ntitlements progran
-will be utilized to spread price increases
~ on crude anong all reiinerg and to lessen
“disproportionate reciondl ef ects, par~

sticularly in the ﬂortheast

(c) As of February 1“75 nroduct 1mp0rts
w111 cease to be covered by FLA's "0ld 011
Entitlenents” nrogran. In order to overcome
any severe regional inpacts that could be
caused by larce fees in inport dependent
- areas, imeVted products will receive a
. rebate corresponding to the benefit which
. would have been obtained under that
. prograr. The rebate should be a proximately
31,00 in February, $1.4% in Iarc and $1.89
per barrel in &pril

7 (d) This Lmnort fee progran would reduce

- imports by about 500, 000 barrels per day
In April it would generate about 2&03 :illion
per nonth in revenues.

more {OVER)
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Backup Import Control Program -- The energy

-conservation measures and tax proposals
“will be supplemented by the use of Presidential

power .to limit oil imports as: necessary to

achieve the nearwterm goals.

Crude Oil Price Decontrol~~— To stimulate }
production and further cut demand, steps L
will be taken to remove price controls

on domestic crude oil by April 1, 1975,

subject to congressional disapproval as
provided by B4(g) of the Emergency
Petroleum Allocation ‘Act of 1973.

Increase Public Education on Energy

Conservation -- Energy Resources Council

will step up its efforts to provide infor-
mation .on energy conservation methods and
benefits.

(B) Legislabive Proposals

1.

"Comprehensive Tax and Decontrol Program --

The President asked the Congress to pass
within 90 days a comprehensive legislative
package which could lead to reduction of

.01l imports of 900,000 barrels per day

by 1975 and 1.6 million barrels by 1977.
Average oil prices would rise about $4.00
per barrel of $.10 per gallon. The package
which will:raise $30 billion in revenues

on an annual basis includes:

(a) Windfall Profits Tax -- A tax on all
domestic crude oll to capture the windfall

profits resulting from price decontrol.

The tax would take 88% of the windfall
profits on crude oil and would phase out
over several years. The tax would be
retroactive to January l 1975,

- (b)) Petroleum Excise Tax and Import Fee ~-

An exclse tax on all domestlc crude oil
of $2 per barrel and a fee on imported

crude ‘o1l ‘and product imports of $2 per

barrel. The new, administratively established
import fee of $3 on crude oil would be reduced
to $2.00 and $1.20 fee on products would be
increased to $2.00 when the tax is enacted.

The product import fee would keep the excise
tax from encouraging foreign refining and

the related loss of jobs to the U.S.

i &
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e »}V

<V>(c) New Natural Gas Deregulation -~ Remove

3.

Federal interstate price regulation on new

natural gas to ‘increase domestic production

“and reduce demand for scarce natural gas
“supplies. N :

‘ X co “‘i”

oa) Naturai Gas Excise Tax -- ‘An exclse

tax on natural gas of 37¢ per thousand
cublic feet (mcf), which 1s eguivalent

'~ on a Btu basis-'to the $2 per barrel petroleum

excise tax and fee. This will discourage-
attempts to switch to natural gas and acts

" to reduce natural gas demand curtailments.

Since the usual results of gas ‘curtailments
is a switch to o011, this will 11m1t the

- growth of oil 1mpcrts.

Elk Hills Naval Petroleum - Reaerve. The
President 1is asking the e congress to permit
production of the Elk Hills Naval, Petroleum
Reserve (NPR #1) under Navy control.
Production could reach 160,000 barrels

- per day-early in 1975 and 300 000 barrels

- . per day by 1977. The oil produced would
" be used to top off Defense Department

storage tanks, with the remainder sold

at auction or exchanged for refined
petroleun- products used by the Department
of Defense. Revenues:would be used to

- finance further explcratien, development

and production of the ‘Naval petroleum
reserves and the strategic petroleum

‘storage.

,Conversion to the Use of Domestic Coal.

The President Is asking the Congress to

amend the ‘Clean Air Act and the Energy
-Supply and Environmental Coordination

Act of 1974 to permit a vigorous program

.+ to make greater use of domestlc coal to
. reduce the need for oil. This progranm
- would reduce the need for oll imports

by 100,000 barrels per day in 1975 and
300,000 barrels in 1977. These amend-
ments would extend FEA's suthority to
grant prohibition orders from 1975 to
1977, prohibit powerplants early 1in the
planning process from burning oll and gas,
extend FEA enforcement authority from 1978
to 1985, and make clear that coal burning

more
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installations that had originally planned

. to convert from coal to oil be eligible
for compliance cate extensions. It would
give EPA authority to extend compliance

- dates and eliminate restrictive regional
environumental limitations. A plant could
convert as long as its own emissions do
not exceed ambient air<quality standards.

II. ACTIOQES AHNQU“CE3 BY THZ PRESIDEUT T fEPT MID-TEDH
GOALS (1% R

These actions are de31"ned to meet the goal of acHievin*

the capability for energy independence by 1935. The actions
include measures to increase domestic energy production
(including measures to cope.with constraints and strike

a balance between environmental and enercy objectives),
reduce energy demand, and prepare for any 9uturé emergency
resulting from an embargo

(a) Supply Actions :

1. uaval Petroleum ‘eserve Ho. 4 (Lepislative
grogosalz\*- The President is asiking the
ongress to authorize the exploration, de-
velopuent and production of IPR-4 in Alaska
to .provide netroleum for the domestic econony,
- with. 15-20% earmarked for military. needs and
+ . strategic storage. The reserves in LiPR-4
which are now largely unexplored could pro-
vide at least 2 million barrels of oil per
day by 1205. Under the legislative prorosal:

(a) The President would be authorized to
explore, develop and produce P-4,

.- (b) The Government's share of production
(approximately 15-20%) would be used to
help finance the strategic storage system
and to help fulfill military petroleum

- requirenents. Any other receipts:go to
the United States Treasury as miscellaneous
recexnts '

2
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. 0CE Leasing (Administrative) -- The President
“reaffirmed his intentior to continue an
“agaressive Cater Continental Shelf leasing
policy, including lease sales in the Atlantic,
‘Pacific, and Gulf of Alaska. Decisious on
individual lease sales will await completion
“of appropriate environmental studies. In-
creased OCS leasing could add domestic pro-
ducticn of 1.5 million barrels of oil and
additional supplies of natural gas by 1985.
There will be close cooperation with Coastal
states in their planning for possible increased
local development. Funding for environmental
studies and assistance to States for planning
has been increased in FY 1975.

Reducing Domestic LEnerey Price JUncertainty
(Legislative proposal) -- Lecislation will
be requested authorizing and requiring the
President to use tariffs, import quotas,
imgort_pxice floors, or other measures to
achieve domestic energy price levels
necessary to reach gelf-sufficiency goals.
This legislation would enable the President
to cope with possible large-scale fluctua-
tions in world oil prices.

Clean Air Act Amendments (Lezislative
roposal) -~ In addition to the amendments
outlined earlier for short-term goals, the
President is asking for other Clean Air
Act amendinents needed for a balance between
environmental and enersy goals. These
include:

~(a) Legislative clarification to resolve
- problems resulting from court decisions
with resrect to sirnificant air quality
deterioration in areas already meeting
health and welfare standards. .

(b) =Extension of compliance dates through

19C5 to implement a new policy regarding

stack gas scrubbers -~ to allow use of

~ intermittent control systems.in isolated
power plants through 1855 and requiring

other sources to achieve control as soon

as possible.

mOfe
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- (e) A pause for 5 years (1977-1981 model
years) for natlonwide auto emission standards
at the current California levels for hydro-
carbons (0.9 grams per mile) and carbon
monoxide (9 ' grams per mile), and at 1975
standards (3,1 grams per mile) for oxides
of nitrogen (with the exception of California
which has adopted the 2.0 standard). These
standards for hydrocarbons (HC) and carbon
monoxide (CO) are more stringent than now
required nationwide for 1976 model year's

~cars. The change from the levels now
required for 1977-1981 model years in the
law wlll have no significant impact on
air quality standards, yet they will facilitate
attainment of the goal of U40% increase in
auto fuel efficiency by the 1980 model year.

( @) - EPA will shortly begin comprehensive
hearings on emission controls and fuel
economy which will provide more detalled
data for Congressional conslderatlon,

Surface Mining (Legislative proposal) --

The President 1s asking the Congress to pass
a surface mining bill which strikes a balance
between our desires for reclamation and
environmental protection and our need to
increase domestlc coal production substan-
tlally over the next ten years., The proposed
leglslation will correct the problems which
led to the President's veto of a surface
mining bill last year.

Coal Leasing (Administrative) =-- To assure
rapid production from exlsting leases and to
make new, low sulfur coal supplies available,
the President directed the Secretary of the
Interior to: :

(a) Adopt legal diligenée requirements to
assure timely production from existing
leases. '

(Bb) Meet with Western Governors to explore
regional questions on economlc, environmental
and soclal impacts assoclated with new Federal
coal leases. '

(¢) Design a program of new coal leasing
consistent with timely development and
adequate return on public assets, 1f proper
environmental safeguards can be provided.

more
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Electric Utilities -- The President is asking
the Congress for legislation concerned with
utilities. In recent months, 60%
of planned nuclear capacity and 30% of non-
nuclear capacity additions have been postponed
or cancelled by electric utilitlies. Financing
problems are worsening and State utllity
commission practices have not assured recovery
of costs and adequate earnings. The transition
from o0il and gas-fired plants to coal and nuclear
has been slowed greatly -- contributing to
pressure for higher oil imports. Actions
involve: . .

(a) Uniform Investment Tax Credit (Legislative) --
an increase in the investment tax credit to
eliminate the gap between utilities and other
industries -- currently a 4% rate applies to
utilities and 7% to others.

(b) Higher Investment Tax Credit (Legislative) --
An increase 1In Investment tax credit for all
industry, including utilities, for 1 year --

to 12%. The 12% rate would be retained for

two additional years for all power plants

except oll and gas«fired facilities.

(¢) Preferred Stock Dividend Deductions
(Legislative) -- A change in tax laws applica-
ble to all industries, including utilitiles,
which allows.déductions of preferred stock
dividends for tax purposes to reduce the

cost of capital and stimulate equity rather
than debt financing.

(d) Mandated Reform of State Utility Commission
Processes (Legislative) -- The legislation
would selectively reform utility commission
practices by: (1) setting a maximum 1limit
of 5 months for rate or service proceedings;
(2) requiring fuel adjustment pass-throughs,
including taxes: (3) requiring that con-
struction work in progress be included in a
utility's rate base; (4) removing any rules
prohibiting a utility from charging lower
rates for electric power during off-peak
hours: and (5) allowing the cost of pollu-
tion control equipment to be included in

-the rate base.

(e) Energy Resources Council Study
(Administrative) -- Review and report to the
President on the entire regulatory process
and flnancial situation relating to electric
utilities and determine what further reforms
or actions are needed. ERC will consult
with State utility commissions, governors,
public utilities and consumers.

more (OVER)
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6.. uuclear Power -- To accelerate the growth of

, - nuclear power .which supplies only one percent

.. of .our energy needs,.the: President is pro-
posing, in addition to actions outlined above:

. (a) Expedited Licensing and Sitinr (Legislative) --

A lluclear Facility Licensing Act to assure more
rapid siting and licensing of nuclear plants.

., (b) 1976 Budget Increase (Lepislative) --
An, increase of. $41 uillion in appropriations
- for nuclear safety, safeguards, and waste

.managenent. . .

9. Energy Facilities Siting (Legislative) -~

A Legislation would reduce energy racility siting
bottlenecks and assure sites.for needed facili-~
ties with proper land use considerations:

(a) The legislation would require that states
have a comprehensive and coordinated process
for expeditious reviewv and approval oi energy
facility applications; and state authorities
which ensure thdt final State energy facility
decigions cannot be nullified by actions of

. of local governments.

" (b) Provision for owners of eligible facilities
or citizens to sue States for inaction.

(c). Provide no Federal role in naking case by
cage siting decisions for the States.

Energy Conséivatiohlgétipnﬁ

1]

The President announced a number. of energy con-

. servation Lneasures to reduce; demand, including:

; 1.‘:.Aﬂto‘G5301iﬁéﬁHilggggvlhéééa355 (Administrative) --

. The Secretary of iransportation has
obtained written agreements with each of
- the major . domestic autonobile nanufacturers
" which will yield a 40 percent: inprove-
nent in fuel efficiency.on a weighted
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average for all new autos by 1980 model year.
These agreements are contingent upon:relaxation
of Clean Air Act auto emission standards. The

. agreement provides for interim goals, Federal

;monitoring and public reporting of progress.

‘ Building,Thermal Standards (Legislative) --
‘The' President is asking Congress for legislation

to establish national mandatory thermal (heating
and cooling) efficiency standards for new homes

- and commercial buildings which- would save the

equivalent of over:one-~half milllion barrels of

" 01l per day by 1985, Under this legilslation:

(a) The Secretary of Housing and Urban Develop-
ment shall consult with engineering, architectural,
consumer, labor, industry; and government repre-

~ sentatives to advise on: development of efficiency

standards.

(b) Thermal standards for .one-and two-family

dwellings will be developed and implementation
would begin within one year. ' New minimum
performance standards for energy in commercial
and residential buildings would be developed

and 1mp1emented as soon thereafter as practicable.

(e) Standards would be 1mplemented by State

and -local governments: through local bullding
codes. :

(d) The President also directed the Secretary

‘of Housing and Urban Development to include

energy conservation standards in new mobile
home construction and safety..standards.

Residential Conservation Tax Credit --

‘The President 1s 'asking Congress for legislation

to provide incentives to hofmeowners for making

‘thermal efficiency improvements 1in existing

homes. This measure, along with a stepped-up
public information program, could save the
equivalent of over 500,000 barrels-per day
by 1985 Under this legislation

-(a) A 15 percent tax credit retroactive to

January 1, 1975 for the cost of certain improve-
ments in thermal efficiency in residences would
be provided. Tax credits would apply to the
first $1,000 of expenditures and can be claimed
during the next three years..

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

more (OVER)
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fLow~Income Energz Conaervation .Program

(Legislative) ~~ The President 1s proposing
legislation to establish a Low-Income Energy
Conservation Program to offer direct subsidies
to low-income and elderly homeowners for certain
energy conservation improvements such as insula-
tion. The program is modeled upon a successful

i pilot program in Maine.

r'(a) The program would be adminiétered by FEA,
- under new legislation, and the President 1s
-requesting supplemental appropriations in 1975

and $55 million in fiscal year 1976.

~(b)  Acting through the States, Federal funds
‘would. be provided to purchase materials.

Volunteers or community. groups could 1install
the materials. .

Appliance Efficiency Standards (Administrative) ~-

The President directed the Energy Resources

Council to develop energy efficiency goals for

-major appliances and to obtain .agreements

within six months from the major manufacturers
of these appliances to comply with the goals.
The goal is a 20% average improvement by 1980
for all major appliances, including air condi-
tioners, refrigerators, and other home applilances.
Achievement of these goals would save the
equivalent of over one-~half million barrels of
oll per day by 1985. If agreement cannot be
reached, the President will submit leglslation
to establish mandatory appliance efficlency
standards.

Appliance and Auto Efficiency Labelling Act
(Legislative) =-- The President will ask the
Congress to enact a mandatory labelling bill to
require that energy efflciency labels be placed
on new appliances and autos.

Emergenqz’Preparedness

The PreSident announced‘that comprehensive energy
emergency leglslation will be proposed, encompassing
two major components.

1.,

Strategic Petroleum Storage (Legislative) g

- Development of an energy storage system of one

billion barrels for domestic use and 300 million
barrels for military use. The legislation will:

more
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authorize the government to purchase and pre-
pare the storage facilitiles (salt domes or steel
tanks), while complex institutional questions
are resolved and before oll for storage is
actually purchased. FEA will develop the over-
all program in cooperation with the Department
of the Interior and the Department of Defense.
All engineering, planning, and environmental
studies would be completed within one year.

The 1.3 billlon barrels will not be complete
for some years, since tlme is required to
purchase, prepare, and fill the facilities.

Standby and Planning Authorities (Legislative) --

‘The President 1s requesting a set of emergency

standby authorities to be used to deal with

any significant future energy shortages. These
authorities would also enable the United States
to fully implement the agreement on an Inter-
national Energy Program between the United
States and other nations signed on November 18,
1974. This legislation would include the
authority to: '

(a) Implement energy conservation plans to
reduce demand for energy;

(b) allocate petroleum products and establish
price controls for allocated products;

(c) ration fuels among end users;

(d) allocate materials needed for energy
productlion where such materials may be in short

supply;
(e) 1increase production of domestic oil; and

(f) regulate petroleum inventories.

IIT. ACTIONS ANNOUNCED BY THE PRESIDENT TO MEET LONG~TERM

GOALS (BEYOND 1985)

The expanded research and development program on which the
natlion 1s embarked will provide the basis for increasing
domestic energy supplies and maintaining energy independence.
It will also make it possible in the long run for the U.S. to
export energy supplies and technology to others 1In the free
Important elements are:

more
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Synthetic Fuels Procram (Adninistrative) -- The

- President announced a liational Synthetic Fuels
- Commercialization Program to ensure at least one

million barrels per day eguivalent of synthetic fuels

- capacity by 1935; using technologies now nearing

commercial annlicatlon

1. Synthetlc fuel types to be considered will

include synthetic crude from: oil shale and a
. wide range of clean solid, liquid and gaseous
- fuels derived from coal

2. The Program would entail Federal incentives
(possibly including price guarantees, purchase
- agreements, capital subsidies, leasing pro-
~ grams, etc.),; granted competitively, and would
be aimed at the production of selected types
of gaseous and 1iquid fuels from both coal and
oil shale N

3. The program w111 rely on existing legislative
. ,authoritles, including those containeu in the
Federal ion-lluclear Eneroy Research and Develop-
ment Act of 1974, but new legislative authori-
ties will be requested if necessary.

Enerpgy Research and Development Program -- In the

current fiscal year, the Federal Government has

greatly increased its funding for energzy research
~and development programs. These Federal programs

are a part of a much larger national energy R & D
effort and are carried out in cooperation with industry,
colleges and universities and others. The President
stated that his 1976 Budget will continue to empha-
size these accelerated programs which include research
and the development of technology for energy conserva-
tion and on all forms of energy including fossil

fuels, nuclear fission and fusion, solar and geothermal.

Energy .Research and Development Administration -- (ERDA).
The President has signed an Executive COrder which
activates, effective January 19, 1975, the Energy
Research and Development Administration ERDA will
bring together in a single agency the’ naJor Federal
energy R7& D programs wach will have the resoonsibllity
for leading the mational effort to develon technolog

to assure that the U.S. will have an. am@le ‘and secure
supply of energy at reasonable prices. ' ERDA con-
solidates major R & D functions previously handled

- by the AEC, uepartment of the: Interlor, Mational

Science Foundation and Environmental Protection Agency.
ERDA will also continue the basic research, nuclear
materials production and weapons programs of the ALC,

more
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IMPACTS OF NEAR AND MID-TERM ,
ACTIONS ON PETROLIUM CONSUMPTION AND IMPORTS

NEAF. TERM PROGRAM

(MMB/D)

CetE R 0 1975 1977
CONSUMPTION IF NO. NEW ACTIONS - 18700 . 1I8.3
IMPORTS IF NO NEW ACTIONS : 6.5 o - 8.0

’ IMPORT SAVINGS
Less Service Savings by Shertuterm 1975 Co 1977

,Actzons- : : ~ '

Production from Elk . Hxlls 0.2 0.3

Coal Conver51ov 0.1 0.3

Tax Package 0.9 1.6

TOTAL IMPORT SAVINGS 1.2 o 2.2
REMAINING IMPORTS - 5.3 <o 5.8
MID—TERM PROGRAM ;
CONSUMPTION XF NO : NEW ACTIONS - 23.9 MMB/D
IMPORTS IF NO NEW ACTIONS : : : 12.7 MMB/D
Less SaVing§'Achiéved by : 1985 IMPACT
Following Actions: - » ON - IMPORTS
OCS Leasing. . 1.5
NPR-4 Development 2.0
Coal Conversion : 0.4
Synthetic Fuel. Commer01alizatlon - 0.3
Auto Efficiency Standards 1.0
Continuation of Taxes S 2.1
Appliance Efficiency Goals - 0.1
Insulation Tax Credit 0.3
Thermal Standards » 0.3
Total Import Savings by Actions " v 1 840
Remainingllmports o o o 4 7
Less: ' |
Emergency Storage 3.0
Standby Authorities 1.7
NET IMPORT VULNERABILITY 0

more (OVER)
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INTERNATIONAL EN&RGY POLICY AND FINANCING ARRANGEMENTS

BACKGROUND

The cartel created’ by the Organizaticn of Petroleum .
Exporting Countries (OPEC) has 'successfully increased
their governments': price for exports of oil from
approximately $2 per barrel in mid-1973 to $10 per
barrel today. Even after paying for their own increased
imports, OPEC nations will report a surplus of over
$60 pillion in 1974, which must be invested. 01l
price increases have created serious problems’ “for “the
world economy. Inflation pressures have been 1nten
isified. Domestiec economles have been disrupted .
‘Consuming nations have been reluctant to ‘borrow to-
-finance their oil purchases because of current
balance of payments risks and the burden of future
interest costs and the repayment 6f massive debts.
- International economic relations have been distorted
by the large flows of capital and uncertainties .
about the future. - T

'U.S. POSITION

The United States believes- that-the increased price of
_01l is the major international economic problem.and has.
proposed a. comprehensive program for: reducing"the current
exorbitant price. 01l importing nations must cooperate”

~_ to reduce consumption and accelerate. the development of

new sources of energy in order to create the economic
conditions for a ‘lower oil price. However, urtil ‘the =
price of o0il does decline, international’ stabi]ity must
be protected by financing facilities to assure oil .
importing nations that financing will be available on
reasonable terms to pay for their oil imports. ~The.
United States is active in developing these financing
programs. Once a cooperative program for energy con--
servation and ‘resource development and the interim
financing arrangements are agreed upon, it will be
possible to have constructive meetings with the. oii
producers. o

ACTTONS TAKENVBY OIL CONSUMING NATIONS

The oil consuming natlons have already created the .
International Energy Agency to coordinate consérvation
and resource development programs and policies for
reacting to any future interruption of oil exports

by producing natlions. The four major elements of

this cooperative program are: :

more
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An emergency sharing arrangement, to lmmediately
reduce member vulnerability to actual or’ threatened

embargoes by’ producers

A long~term cooperative program to reduce member -
nation dependence on 1mportad oll,

A comprehensive 1nformation system designed to
improve our knowledge about the world oil market
and to provide a basis for consultatlions among
members and individual companies: and

A framework for ocordinating relations wlth producing
nations and other 1ess developed consuming countries

The International Energy Agency has been established as

an autonomous organization under the OECD. It 1s’ open»

to all OECD nations willing and ahle to meet the obll-
gations created by the program. This international
agreement establishes a number of conservation and energy
resources development goals but each member 1s left free
to determine what domestic measures to use in achieving
the targets. This flexibility enables the United States
to coordinate our national and international energy goals.

OTHER U.S. ACTIONS AND PROPOSALS

The United States has also supported programs for pro-
tecting international stability against distorting
financial flows created by the sudden increase of oil
prices. Although the massive surplus of export earnings
accumulated by the producing nations will have to be |
invested in the o1l consuming nations, it is unlikely
that these investments wlll be distributed so as to
match exactly the financing needs of individual impor-
ting nations. = Fortunately the existing complex of. o
private and official finaricial institutions has, in ‘the
case of the industrialized countries, been-effective
in redistributing the massive oil export earnings to
date. However, there 1s concern that some individual
industrialized nations may not be able to continue to
obtain needed funds at reasonable interest rates and
terms during the transitlon period until supplies are
increased, conservation efforts reduce oll imports and
the price of oil declines. Therefore, the United States
has supported various proposals for ‘reshuffling' the
recycled funds among oil consuming nations, including:

more
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Modification of International’ Monetary Fund (IMF)
rules to permit more extensive use of existing
IMF resources without further delay:

Creatlon of a financial solidarity facility as

a "'safety net” for participating OECD coéuntries
that are prepared to.cooperate 1ln an effort to
increase conservation and energy resource develop-
ment actions to éreate pressure to reduce the
present price of 0il; : , :

Establishment of a special trust fund managed by

the IMF which Would,extend balance of payments
assistance to the most serlously affected develop-

ing nations on a concessional basls not now possible
under IMF rules. The United States hopes that oil.
exporting nations might contribute a major share .
of the trust fund and that additional resources might
be provided through the sale of a small portion of
‘the IMF's gold holdings in which the, ‘differential
between the original cost of the gold and the ‘
current market price would be added to the trust
fund and ‘ : , .

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

These proposals will be’ discussed at ministeriél level
meetings .of the Group of Ten, the IMF. Interim Committee
and the International’ Wonetary Fund/International Bank

for Reconstruction and Development Committee in o
Washington, D C. January 14 to 17. -

In these nmeetings, the United States will continue to )
press 1its views. concerning the fundamental importance

of internatlonal cooperation to achieve necessary con--
servation and energy resources. development goals as a
basls for protecting our national security and underlying,
economlc strength. . . L
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Office of the White House Press Secretary

NOTICE TO THE PRESS

CORRECTION:

On Page 2 on copies of the President's State of the Union Message

made available early Wednesday, the third line in the first
paragraph should read:

e o 2 T — - & - - - - —

"'rise to over $500 billion. "'

On Page 9, the third line of the first paragraph should read:

", ¢+ build 50,000 aircraft. "





