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·; ·· - i·· ·Nahhmg the Pink Panther ,;~ \<:·~···.\ " ... . ,. ~ . . . ~ . . . .. ~ 

~-~-•. Like . Insp~ctcir Clous~au,· who but · bnly $5.25 ·d~ring'Au~; there 
-~:fumbles his way to solution of a is bound to be a brief and ·ave 
"!.crime, ~\· the Democratic·:· Congress .whelming incentive to hold back d!/1 
-~:and ~p~blic~· p17si~en! have been_ \,m~tic . pr~u,cti~.;'· f3efo~ the .:,'f'ey\~"';.r:.~'~"-;-:~~J:;.:_., 
:~b~glfu~ and stumbling - ~n energy . e_r!:U Ener~ ·Adrin~.Is:ration h1lreau·.r ;;p'!-;)y;;7:,:;·;,,·;,·:. 
· · le~_slation for m?nths, .yet !-D: the end i .crats kn,e!;.KY'Ha~ - J:U~ . \!Jl~I,IlJ.";~he:e . the perfect solut10n-01l-pnce decon· . would ,be a " sU£f1c1erit shortfall .m 
)ro~-seem8 to .ha~e been dropped~ .. c~de_:_' supply ; to· ?drive ' -up ' \t"etail 
,_lhe1r, laps;bound Slid gagged. _··1 "'·· prices: Congress could whip out an

.. President Ford, who _wants io be ·_:other ·control bill ,on ,September 1, 
:.·reasonable, •· went tO : unreasonable/;~d,~in th.e :c::on,fusion ·:and \scare of 
·'"lengths trying to- 'find a compromise ', higher .pr1ces, ;p_o .. doubt 1run·:, right 
,,;:that _would phase ··out· controls. 'For- ':Z over ' a second Ford veto. It would oe 
. E~tely' for · .the'J].S. '~conomy; ·con- \ far.-,better to let _the effects · of decon
·~'gress .. proved· eyen ,more unreason· '{trol sort t_hemselv;.es out ~h:il~ _Con
.- ~P.ble, ancl if ~e keep our fingers· ,gressis safely on vacatiori.-~-1 : ; 
:,; crossed controls will end on Septeni- , d ·The White ~ouse, ,; backed by 
.. ber 1. Even though he still fears oil . most of the .oil industry, nearly bun
,: product prices 'will shoot up immedi- , gled it all 1ast week by supporting 

. .. . .. , _ . . .. .. . , :· ate~y when all domestic crude prices .Senator Long's "windfall ,Profits" ' · ·.' ·· .. ' . · .. · ·' ~ ·are freed, Mr. ;Ford. will surely veto .scheme as a companion to de-con
.. ·- · • •• .- " ; ·· 'I -. · · •. , ··'the siX~irionth .extension legislation, . trol. By the .very n_at~e of the Long 

:as prorillsed, ·and everyone will ·bill, Jllgher ·prices -B.t ·retail would · •.•. ::;:o~. 

~hunker down to watch what ~hap- ~ have been' guaranteed as 'the indus-
~.: pens • . ':;; .. •.!-,'·· ~ 1~ '~ 1 _ ·. · , .·, -~ '! ~ .. :: try. pass~d ~~tax on to consum~rs; 
-" .' Oqr t;Ula}yslS has been that the. re- · the pubhc would have been given .;tail priceS of gasoline and fuel oil the erroneous "proof' _that decon
-are constrained by the market, not trol had _sent gasoline prices sky-
by price controls. Thus the end of rocketing . . · The Democrats blocked 
controls will cause a huge, ·in fact ,this move by bungling of. their own, 

· bloody;·~z:earr8ngement of . profits ;:figUring that the Long ·bill would 
·., withiri 'the 'oil indtistry.' But demand ::give Mr~ .,Ford political, protection 

for gaSoline will be the-same, supply against the price rise they believe is 
-'will nat lJlUch cllange/ and the retail now ii:tevitable~ Here was the perfect 

. . . . . price will not soar, certainly not by example of White House an~ con- 1 '' '· '·. •' .:' "' .. ·. - · ·• ·. ·' ·· ,. anYthing like the 7 cents a gallon the ;, gressional ineptitude canceling each 
White House fears. 'And if prices 'do ;.other out to the benefit of the gen-
not soar, Congress will have a diffi- ':. eral public. , < '• ', ' -• · ·/ , 

' cult tizn,e trying to ' persuade ahyone "~,.··' .It must be said, though, . that a 
that controls .. shotild be reimposed, •"great deal of the oil industry support 
crude'-prices rolled back; ~'windfall : for the Windfall-profits ~X involved· 

. profits" taxed,' and rebates 1ssued to . economic, not political, 'self-interest. 
every~ over .~w!Uch is .the type i-Those oili::ompanies that have little 
of fooliShness' thaf has occupied Cap-·?"access -to $5.25 'oil will actually be 

..d.t!:>l Hill_~~~ p_~~~~~ ~"'::;__~~~ ~· c.:h~J)y ~~COJ.?.:t!'ol, b~ca\1~ ~EA.now ··. } .. The' one thing certain . is that d~ ,forces the haves to share with the 
·· ~ontro( will be confusing, · and .the \ have n~ts. Indeed, most of the fight
inos_t importan(tJ;U.ng ¥r· :·FC?n! ~f::an ing ;• _in ' \Yashington on .. tfl · sue 11 do IS get that confus1on ,over ·and. "doesn't concern the consum~r if , 

· done with before'· Congress _ cqmes· · ~u.t ~ iS simply 'a titanic intram " . 

•' ; ', ~. ' " ; '. L 

·-- ... :···: .. 

.• _.·.1:_·~~.:~- ,_·, : ~ ... ~- -"~·}"·f· 

hac~ to·~town.·:~t the~ sam-e ' umt,' as;:;&trUggle 'among oil _corilpanies. It :lS ll 
.t he vetoes the''c~llegislation, it's ,to th~economic .advantage of.Ame'r ~ -· 

. . . ~ imperative that he free the price of , ada 'HesS.,~ Mobil aiid New -'England '· · "'' ·--. . ·-~ ! . . ~--~·. ' ·. ~·-~: ... ~ . ';·.:: ·.· .·. • :· r , {_'':··.•·· .~·<'- • .r '" ( • '• ·,~· t ~VI'· 
1 

• _, · ' •• u'!l-"' -' • " ."'-- - , t · • ,.t1 -~ 'old"-;do,mestic :crude, which he has . Petroleum ·to . have : the · ''Wlndfall 
the power to do . by raiSing. the ceil· ·· profits'' of Exxon,' Texaco and . Gulf ~ 
!n~ p~c~ _!i,bqy~,.pu~rk~t.)l~c~s:' ThisY~xe'd/Isn'~ it! ·:-~'·-~ j ·; ·;;.'o"; ~: . . 1 

:. jvill ,POt, S~rilY ~P~_V1d~ -~e ·for . th~ :: \ .All tha~. re~ams ~ f~r Pres1dentl dust .to settle, ·.but .also :will prevent Ford to remam clear-eyed anc! con- · 
''delay of the beneficial':s'llpply .effectS fiden.t .that the free market can be 

· that will result when . those prod tic- Jaced without trepidation. By acci-
, e:s now !in~ ways to si.(on :$5.25~aeli(_#nd .~ood f?.~? 'the Pink. ~an-{ 
· oil are told they can offer 1t. at mar· ther .. has · .. dropped mto Clouseau' s ~ 

ket prices. · .~c ,, .:'- _ · 3:,~ :'<i~:~': .;-: : <}ap,_.and ¢ile~s the; Whit~ House h?wJ 
'· If the thousands of. o1l producers ·does · SOIJlething · mcredibly foohshJ m the United' States are assured ~t •we' can all celebrate the democratic i 
they can-get $13 or so in Sep:tember, -i!·prc;?cess. --<· :o!V'~~ -~) _":' : : J' · \ 
-~ ,,. -·~'.!.."'..;. ~~~·- .. _ ·. · ,·~-~-'"':"._,_.:~ .r.· .• n.o ..... ":"::~---~- • :·:t-;_ -~t.- ~ ~ . 

Digitized from Box 16 of the Philip Buchen Files at the Gerald R. Ford Presidential Library
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FEDERAL ENERGY ADMINISTRATION 
WASHL.'IlGTON, D. C. _20461 

August 6, 1975 

MEMORANDUM FOR THE PRESIDENT 

0 FROM: FRANK G. ZARB 

THROUGH: ROGERS C.B. MORTON 

SUBJECT: STRATEGY ON DECONTROL 

BACKGROUND · 

OFFICE Oi' THRADMJNISnATO.R. 

··" _ ...... , 
_.--' Before the recess, the Hous_~- _p~ssed the Staggers pricing amendment to H.R. 7014. This provision rolls back the price of new and released a~· to $7.50 per barrel, but provides that "high cost" oil can sell for- as much as ·$10. 00 per barrel. Old oil prices will remain at $5.25 per barrel for ten years or more. 

, ;· 
The House then defeated your ~9-month decontrol compromise program and passed S.l849, a simple 6-month extens ion of the price control provisions. Senat or Mansfield has indicated that this l~gislation will not be delivered unt~l the end of August so . Corigress . can act quickly on the veto override. If you choose not to sign the extension, the EPAA will expire on Sunday, August 31, 1975. Congress will not · be able to act on the veto until it returns at noon, Wednesday, September 3. · 
In addition to these events, OPEC meetings on pr~c~ng policies are scheduled for September 4 and 24, and in all likelihood will result in an announced price increase of $1.00 to $2.00 per barr~l by October 1. 

The vote on overriding:the veto will be very clos e and is hard to predict. 'fhere are several actions which you can take to improve th~ .;chances of -sustaining the veto. This memorandum requests several key decisions on these actions and the thrust and timing of,public announcements on the subject. 
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DECONTROL ALTERNATIVES 

_ .. - «!··. 

~ . ' 
-~: 

;-j":.! 

----~~ ~-~,~: ... 
··> ':' :, 

~,- :o- , , ·• f 

. ·. __ ; -~ -:.~----- --· ·-

~·:::.:- -?:'>{. ;.·:t-;· 
This section presents your alternatives on decontrol, both -
on the yeto and actions, to mitigate its effects. ··. --~: .. c 

~ ~r-;= .f~~~ • 

Option 1. Veto simple 6-month extension. 
I _. .- - ~ 

· · · PROS: 
• r.'. , 

Will be major action.to stimulate s_upply and . cut 
eriergy demand. · · ~ - · · · ·· 

c' j 
... 

-<-:!· · ... -.·. 
:· .. r· 

.. _ .. -~-~-:~~~~~~ 

: :.> .. 
... ; . 

Will remove ·a. complex and counterproductive regula- ,_ . . x "~ 
:. tory system.. . . : . ~ -~~~s1j~~··. ':.:··_· :·~:~~:;~!;;;~:: 

-- : .. 

·-· .-. 

Will result in difficult political problems with . 
respect to price increases and with special . . 

· interest groups such as airlines, ' far~ers, etc~>-.· ·. 

Will l e ave us temporarily wit hout minimall y needed 
. authorities to de~l with the naturaJ.:; ~~as shortages _ 
or special. petroleum problems such as propane· -· .... 

--:i~-t;. ___ _ Recommendation: Veto the 6;.-:month extensi on. .. .. 

-· · 
Presidential Decision: 

~ •. 

Agree 'i . .... :. ·,. ~ .. ~--= --:;.: 

--""'llf---- -

Di?agree ._· ___ _ ~ - ~ ~ . -- ~ --; ·. '..;-,-. 

Option 2: Remove the $2.00 and $.60 per 'barrel import fees 
9n crude and products re~Eectively e~~ective if 
the veto is· sustained. 

Removal ·of t he import f ees coupled with immediate 
decontrol and the other supply and demand actions 
of your original program will reduce imports by 
approximately 1. 4 million barrels per day in ·19 ... '77 . 
This compares with 1.2 million barrels per day if 
your 39-month decontrol compromise wa s accepted. 
These import savings rerrta i .n. below the 2 mi llion 
barrels per day of your original program announced 
in January. ,·, .. . , 

" '"':.~· 
' ' ' .;'. "'" 

:.. 

... ~ - -... -... 

: .·'l' ;--{ 
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PROS: 

CONS: 

. ··-

---
--, 

• 

- 3 -

Will substantially cushion if not el~iriate the 
economic .impact of sudden. decon~rol. . _ -- - "'~ ..... _ .· 
Will increase Congressional support for sustaining your veto of the- simple extension of the.EPAA. 

Will lower the conservation savings. · 
- - ~ Will reduce Federal revenue~, but also decreases windfalls to petroleum industry. -~ 

. -·~ .: -;-· ... -~ 

Comes at an :inopportune time vis~a-vis OPEC . price increases- : ~ -
----~~ ·;..:-~ 

Recommendation: - -Remove both .. the crude and product import:.·~_-' fees effective when the veto is ·sustained. . . __ 1.-'-.:,:.: ·. : 
. -:-: ·:-:_:,_:,:y .. 

.o:·•: ~,-•• ~- . .~-Presidential Decision: ~/ 

./ A9ree · ____________ _ _.,..,,. 

Disagree 
.....;r~·., -.:.· 

·option 3. Support rapid enactment of a windfall profits tax . and energy tax rebates to _consumers. 

The Sen~te Finance Cornmitt~e has already voted out a windfal~ profits 1 ~ax effective with imrrtediate decontrol which is similar to the Administration's prop-osal and which allows for ,. consurner- rebates .. 

PROS: - Tax will remove windfalls and help cushion economy from effec-t·s -·of decontrol. -
. -- Suppor~ . will help sustain the veto. 

-Administration support of this bill will help. -.... . Chairman Long and will increase the likelihooCl of . rapid- enactment. 

CONS: - The tax is probably somewhat more harsh than the 
Administra~~?n would propose. 

·' 
Recommendation·; Sup:Bd:i:t the ·Finance Coitli'!\ittee legislation in 

concept ,.~and basic p·rovisions and indicate that . rebates· should not exceed reve nues- generated front · 
the tax. , .. • '-.Vo 

~
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Presidential Decision: .. ··: 

..... ~ ~~~ :_~ 

. Agree i. .. 
'.;;_-.i.; 

. .. -~:-~--:. :.- _.; 

---;-~-~-'.:.:~:- . 
• .::-:. _.::::·i.-•- "-Disagree 

Option 4. 

PROS: 

.. 

Jawbone industry to ease transition during the few months following.immediate decontrol. 
. . 

Such action would make the transition . to full decontrol , easier in terms of supplier-purchaser::_. 
relationships, regional problems, etc. , {;, ::-" 

'-. : _ · · - Would .reduce adve~se political backlash if the ,·::-· . :· . . .' ;• '.·.. ·:~~-:.::~~:-:~----veto ~s susta1.ned. , .· -.~,.. --:.~:-~:s'; 
·- ;:-~ ;" 

Could be viewed publicly as the President taking action to assure oil companies act r e sponsibly ... · . -1 . 
,~ . 

CONS: - Could prove to be ineffective if industry doesn't -respond accordingly. 

Could be interpreted as major Administration con- . cern on the problems with j.mmediate decontrol. 

- Might appear as industry /Admi nistration collusion. 
Recommendation:-, Begin e~rly Bttt quiet jawboning for 

voluntary cooperation ·~ 

Presidential Decisiori; 

Agree 

Disagree 

Option 5. New Legislative Initiatives 
-There are four basic legislative suboptions which could be proposed either before or after the veto vote to provi_de needed authorities and allay fears about the irn?act of decontrol. 

• • . •• ~ #. ' . -

J l ,y.J>o..;,l • 

Suboption A. Pro:gose legislation which would merely convert the EPA.'~\ from a mandatory to a standby basis. 

f' 

.' .. ~ 

:.·: . 
. _,. 

• .. -

--
: .:~:;~?/£/ . 

·:·i.;..-;. j"' ,_ 

, -_·, ... · ·. 

. ... _ ·-~· 

~- .._-. ~:.:. ~_:: ::, 

... 
'!" _·:_:: -;.:~ ... -· , .. 

~·- ..... -~- ;; 

.: -: -:,..:· _: 

.. --..: 
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:···-·· t.;-... • 

. PROS: - A re-latively simple proposal which would diffuse 
any fight over the _ specifics of allocation _, -~ - -

_ ... authorities .·. ._, __ :_ _. ,;.,::~:-·: 
"·- -•;. · .... 

Would help ~a convince interest groups with '?; 
identified. problems ~hat FEA still has authority 
to allocate if necessary. 

·- ... 
_ CONS: -~ Would hurt chances of. sustaining ·the veto since. 

such ·_ a proposal . is so similar to a ·simple extension 
of the EPAA. 

··~" -.. ·.·.1·.'. 

Suboption B. R~quest lirnitednew a~thorities to deal only 
with · identified problems such as propane or :~ _ . 

PROS: 

. independent . marketers. c.?; . - . . _-_. -. " .-;:::~:j:>· . 
.. . . · .. ·;_~·~t~'?7:~~~~~-. . ~ -

> 

Deals specifically with problem areas caused by 
immediate decontrol and would thus help to sustain 
your veto. . __ ,: 

..., _~ _._, 

It is significantly different from ~ simple con
tinuation of the EPAA in either a mandatoxy or 
standby form. ·':'.';. : · 

•. 

' 

CONS: - It could be easily "Chrisqnas treed" by.-special 
interest groups • . 

- May only serve to ~eighten concerns about letting 
controls lapse. ' 1 

Special interest groups which ·are not included 
will fight· for vet~ overridee _ 

Suboption c. Integrate selected petroleum authorities 
with th~ Natural Gas Emergency Standby Act of 
1975, which we are proposing to deal with the 
natural gas shortage. . ... ..... 

PROS: - Such a proposal is significantly different from a 
simple extension of the EPAA and should not hurt 
sustaining the veto. 

- Standby eme~gency _authorities are needed in any 
event to dea~· with the projected natural gas 
shortage.::.this ·winter and this would be an . effective 

· mechanism in which to get selected petroleum 
authorities. 

CONS: - It will not be possible to cast all needed 
authorities as natural gas related. 

l ':-.:•_ tuN() ··,,~ 

~1trole~ 
.' . :l) ( 

~
_.;. . ~:;· .. 

\/ .. . __../ 

~:-
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Suboption D. Propose legislation to implement the 39-month , decontrol plan in addition to one of the above options .... 

PROS: Places the blame back on Congress fo r allowing immediate petrole~nt..price increases. 

- It is a gradual decontrol program, with slight economic impacts. ;.. · ·· · 
CONS; 

. '-'.- ~-:- ., .--

Will lead to some confusion as to the Administration's true position because you are now supporting immediate decontrol. 
·, 

Since _the , 39-month administrative decontrol plan was not accepted by the House, the chance of · acceptance is slim and would require even further · compromise. 
•, . ~ " t'" • 

- Under the administrative option, on:ly"·a yes or no vote could be cast. This plan- could and would . be greatly modifi.ed on the floor._ .~ 
~~- ,. 

Recommendation: Suboption_f _-: integrate selec~ed petroleum authorities with standby authorities ne~ded to deal with the_ natural gas shortage. Do not resubmit the 39-month decontrol plan~ 

Presidential Decision: I , · 

Agree ~-
.. 

' l' 

Disagree -~~---

In the event your veto is overridden, there are several administrative options to . choose from to continue moving toward decontrol withoutsubmitting another plan to Congress. These specific options are being developed now and will be· submitted to you _ later this month. ·· 
TIMING AND FOCUS . OF PRESIDENTIAL STATEHENT 

S.l849 will 
are .several 
reconvening 
below. 

not reach_your desk until late in August. There possibilities for a public statement prior to the of . the ~9ri'9ress on September 3 which are outlined ~· ~,i ' -1 ... · · - ~ . . . , 
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-.. . ~ 

p 
..,.. - . ., ...... -~ ~ . ; 

--~:~~-~:: :-. 
.:.:"\:.:-. 

. ··_·;- --::·:--;-~-
-._ .. _,.- _, 

Option 1. Public statement just covering the decontroL 'issue " ·· and the rescinding . of the ·: ~mport · fees on cru.de ·:. · -'.·:~ and products this week. · .·;::i> .· . . _, >~·...-. .. : .;> : . 

, . PROS:. 
• ~ '"' . •; .·- ;_ ' .. ~: ' : : . . c ·:J)">t •. . . ~~-...·-· ·. -: .. ';~~-$~:;~ ... ·. . . -~:.:::<:: {: The t1.m1.ng for th1.s I_Ilessage l.S very good as you ··· · · - · · -" · present your case to . the people and the press early in August. · _ ... ·_:. ·· 

;..~- "': - ~ It allows- ;ou to.· speak force·fully . oh,\:he is~~;:--~~--- · \~·>: 
' :. ' ~--- during your public engagements throughout _ the rest . . 

·:•.l : of August~--~~~; :.. _ ·_. · __ .: ;{f~~~-2 : .. -.- :~;;i;%fJ:;:::·. : · :~:·<.~-~~f>;···.--- _~\&~~~";~~~ . ~ ~ ~ -.:- . An early address and · specific rernova~ ·of fees '" wil~ :·. ~: -:::~::.:;. 
• • C· allow Administration spokesmen the time during ,:<. : ·y·,r:iX.; ' August. to present your case~7on the positive energy :- ~~.':t1S":"~ effects and minima~ economic : impac,ts to the Nation • . _-·-~··-~:~- ·•" 

~: . --:-· - . . __ ;_-J >:':':..~-~=-- ---- ~-- ·:--~--= · CONS .: - Will lose the opportunity ~co compromise on the $2 import fee just b~fore Congress recov~enes which may lose impact on Congress to sustain the veto .. 

Option 2. 

PROS: · 

-,~:~· ;..-.: ·: _ .... ·• ·. -
There is not adequate staff time to adequately<,~ · brief all interest groups or. prepare. specific - .· options for · your. decision on windfal·~ pr_ofi.t taxes, rebates, or the form of your legislative proposals. 
By giving up the f ees now,. :.: ;~u vlill --~~-se your }z~. 
opportunity to give' i the.'1l up later when OPEC raises 
world prices . _ .,".··~'-·- · _;-::-_• .. _ . .-.. ::-: -:~ 

Presidential message to b~~-.~~~~n d~~~:~n~ your -?f:.:_ 
vacation ei·ther at · Vail or at. one of your pu.bl:i c speaking engagements during mid-August. 

Gives you and Administration officials more time to prepare for a speech. . . - , ·.: . . ..... . . -.... 

- Still leaves adequate time for Administration spokesmen to reinforce message during· August. · 
-- .--~· 

. ~ ,-

- --

~. - ·--; -

-.... -. --~ 

_ __.:... 
"-, ~:~--:.:::-.;-:;.~;-:-·_. 

',; . • :-: . .:r:::~ -·~ 
-~. -~· =;~: -~---~:-. 

. _.-. ,.-

,, -.. .... 

CONS: - Neither Vail ~or any one of your other public. ·. -~ ' engagements. ;;;s the best setting since they invo~ve either your:.;vacation or political fund raising · _, ;, , , . events. · ; ·~ · · · -- · ... 
··~ 

Delay until mid-August may give the ii!tpression of indecision on your part. 

•. 

-,..... -_.-
•" fl,) Nl) '- · . -- , -.. ,l~. . JJ .... : I.·~ :-·:. . ~ .. - .. · ' 

·- _ ... ........ .. - ' . • .... . :.o . ·.-- - -
: '" . . --- .. ·- -'" ·~- . :<;. - . • 

";'') . ~ . -. ~ ::· __ 
.... 

.:-- _ JI ~: 
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·.,,_1 
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A bioad Pr~sidential message after you return 
from Vail after August 25 but before September 3 

· when Cong_ress reconvenes •. .. Such an energy policy 
speech would include your position on decontrol · 
but could. a].so include the following major policy 
issues now under rev.iew in ERC and scheduled for 
your decision prior to the end of August. 

-. The Energy Resourc~s Finance CorP._oration . (ERFCO) .~ 
t. . ;- ~-·· 

Implementation of the synthetic fuels goal -' ·: .. 
announced ·in your. State of the Union Message. ··. 

A muchexpanded voluntary energy conservati on ' 
effort. ·-· ..... · · .. 

-·. --. .. ,. . -- : •. ,. 

A comprehensive plan for dealing with the winter 
natural gas shortage. 

Recommendation: A broad Pr:e~ddential televisi9n/~essage 

··. 

after your return from Vail and before the Congress 
reconvenes on September 3o Have Frank Zarb and 
Alan Greenspan i:r££-orm the press of your decision to 
veto the simple extension and if th~ veto is 
sustained to immediately remove the $2 import fees. 
This will allow Presidential spokesmen and y ourself 
to speak forceably during August while still 
getting maximum press impact in early September 
wi.th .. a major energy ' policy speech. 

.. _, 

Presidential Decision: 

Agree ------------

Disagree 

·'; 
. · .. 

- '~'~':·t 

;"·'i: 

.. ,_,__ 
·~ . 

I":''• ·f 0 4i' A~ 

~
.... "" 

<;.· 
d> 
;t>' . ~} 

• "t>( 

~ '"/ 
·~ 

. ~ ... - -. -

.. , 

-~-.~ 

··- _. 
,, 



. ~-

'I 

•. 



• c 

FEDERAL ENERGY ADMINJSTHATION 
W "\SH!NGTON, D .C. 20461 

OFFICE OF TI-lE AD;>.UN!STRATOR 

P.ugust 6, 197 5 

MEMORANDUM FOR THE PRESIDENT 

Rogers C, B . Morton 

Frank G. Zarb ~· 
SUBJECT: Natural Gas Sh0rtage~ 

THRU: 

FROM: 

BACKGROUND 

At your direction, the Energy Resources Council. formed an interagency task force, directed by the Federa l 
Energy Administrntjon, t o assess t :he maqnitude of 
the upcoming natural gas shortage, ils potentj ~l 
and likely economic impacts, and to recommend action 
to mitigate the problem . 

This is a vital issue wh ic h affects our entire economy and we v:ill conli.nuc t.o imJ?ruvc our ane; Jyses C>f the shortage and impacts, as well as provide further 
policy recomiTienda.tj ons thrc.1uqhout the surnmer cJ nd 
fall. 

The remaj nc1er of this meinc;ra.ndnm snmrtt<<r i:t.es ou.r 
findings and recommendations. 'I'he altachmen-L pro-
vides more details on the shortage, its economic 
impact and the policy recommendat.ions. 

I ,•'•' 

.......... ,.,., .. 
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THE SHORTAGE 

The natural gas shortage ha·s been g:rowing rapidly. 
0 

0 

In 1970, curtailments were 0.1 Tcf or less than l percent of consumption. Last year curtailments were up to 2.0 Tcf or 10% of total demand (see Figure l). 

For 1975 they are forecast to increase by 45% to 2.9 Tcf (about 15 percent of demand) . 

The shortage is most severe in the winter. 

o. This winter curtailments will be 1.3 Tcf, up from 

0 

1.0 Tcf last winter. This lower than expected increase is due to the lag in demand growth as the economy begins its upswing. 

A very cold winter (OIWE."' every 10 years) would raise the shortage to about 1.45 Tcf. 

Even with natural gas deregulation, which is our primRry long term policy object.ive ·, · shortages can be expected to grow in each succeeding winter for several years and could approach 1.9 Tcf in the 197G/1977 heating season. 
ECONOMIC IMPACT THIS WIN'l'ER 

Because of the economic slo~down and much higher prices, no shortage an~ possibly a st1rplus exists ~ in the intrastate markets, primarily Louisiana, Texas, and Oklahoma. 

Economic impacts last·winter were very scattered and not significant nationwide. This was due to: 
0 

0 

0 

0 

Alternate fuels were available and many gas consumer~ switched to propane and oil. 

The economic slov1down and mild wcat:her reduced dernand. 

Conservation programs were implemented in some local areas. 
1 •• · · ·' 

Some emergency natural gas deliveries were allowed under existing FPC autl!orit.ie:,:; . 
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To the extent there were economic impacts, they 
were localized mainly in easLern and midwestern 
states. 

This coming winter the shortage will increase by 
about 0.3 Tcf and this is probably the most accurate 
measure of economic impact. 

This .shortage is likely to be focused in about 15 
states on the mid-Atlantic coast (from New York to 
Georgia) and the Midwest (including Ohio, Missouri, 
Indiana, and the farm belt), along with California. 

0 Table 1 shows the potential economic impact in the 
most affected states . As indicated in this Table, 
the shortage in these ten states accounts for more 
than half the national total. 

0 Local communi ties wi t:hin these stat-E.!S are Ji keJ.y 
to feel an even greater impact where a fa6tory, 
which is a majo:r emplo:ycr, may be forced t o s hnt. 
down or reduce output ...... _ 

The economic impact could be magnifjed many foJd by 
a concurrent Arab embargo, as alternate fuels would 
be unavailable. 

POLICY GUIDELINES 

Policy recommendations should at least cover the 
incremental shortage. However, because it wiJl. 
be growing in successive years anc1 given the 
uncertain rate of economic recovery , the weather 
or Congressional response, actions to deaJ. with 
the total shortage shoul~ be proposed. 

Recommending a comprehensive program will: 

0 

0 

0 

Put the President in the most desirable public 
position, even if we can scrape through with less 
than is requested of the Congress. 

Take account of lpng legislative lead times for 
succeeding wint~is. 

Reduce downside problems in the event of a 
simultaneous embargo. 

/(~fo*o 
r~. <-' 
("'.' .... ) (&: i'.') 
i b:: :0.) 

\ ~).... .:-~' ,.- . 
'-..-/ 
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Specific policy recorruuendations should: 
0 

.· 

0 

0 

0 

Reduce demand and increase supply by national actions to alleviate the shortage to ~he exten~ 
practicable. 

Avoid a nationwide Federal allocation program, except in the event of an oil embargo. 

Take national action to assure that available 
supplies can move among customers and from 
intrastate to interstate markets. 

Set up effective Federal/State mechanisms to deaJ with the local proble ms - - pri1narily by State and local officials. 

POLICY RECOi'1J'1ENDl'.TIONS 

There are no decisions rE~ uL' i r ed at tlJ:i f~ time s:i nee your ~ . advisers agree on the broad admjnistrative, legi-sJative and tax initiatives \\'e sbouJo t .z•k C' . Their impact. is slll1lffiarized in the table below·. 

Impact of Recoltmtended Program 

Administ.rative 
Legislative 
Tax 
Tot a] 

Silvings 
~~:i.nte::r 
1975/76 
_LB._~~ 1_ ___ _ 

210 
375 
600 

1185 

At your direction the executive branch agencies will implement the following administrative actio11S: 

Action 
~-~~~lC'Y_ 

0 Establish an intensive and immediate FEA energy conservation public education 
program to redu~e-inefficient uses of 
natural gas. ; 
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Action 

Complete hearings and approval process 
for new pipelines. to transport inter
state gas. 

Exhort gas producers to increase 
production from shut-in wells. 

Alter practices and priorities of 
natural gas use in utilities. 

Increased emergency use of storecl 
gas as a result of FPC hearing 
conclusions. 

!lgency 

FPC 

FEA 

FPC; FEA 

FPC 

We are now drafting a Natural Gas Emergency Standby Act 
of 1975 to be submi.tted to the Congress upon ji:s return 
containing the following provisions: 

0 

0 

0 

0 

0 

Titles 

Permit interstate pipelines to purchase 
gas from the intrastate mark8t on an 
emergency 180 day basis at current 
market: prices. 

Allow end--user purchases of uncorn.mi tted 
gas from the intrastate JTl t:J rket nt 
current market prices. 

Provid~ temporary sta1~by auLhority 
to allocate natural gas between 
interstate pipelines as· well as 
intrastate pipelines in the event 
of an embargo or similar· emergency. 

Provide temporary authority to place 
a Federal moratorium, if needed, on 
all new residential, commercial, and 
utility connections of natural gas. 

Provide temporary · authority to mandate 
electric utility· 'and industrial boiler 
use conversiort' from gas to oil or coal. 

!i9_~!.:_~ 

F'PC 

FPC 

FEA; r·pc_ 

FEA; FPC 

FEA 

/~. FOq0 h ~\ 
{~ a;!' ~ .l:> 

cP "<> ,, . __... 
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Titles 

Provide temporary Cl.ut.hurity t.o ban 
use of natural gas for ornamentaJ. 
lighting. 

Provide authority to permit cur
tailed gas customers to purchase 
gas from uncurtailed gas customers 
at uncontrolled prices. 

Agency 

J•'El\ 

FPC 

In addition, FEA will continue as the lead agency to deal 
with natural gas con-tingency planning and, along with the 
F~deral Power CoMnission, will convene a meet jng with the 
Governors and key energy advisors in the most affected 
states in late August. At this m~eting with the Governors, 
the magnitude of the problem, anc1 pot.ential Federal and 
local actions to mitigate the impacts will be discus sed. 

' The Administration will continue to press fo-r·· an excise 
tax on natura l gas use and insulatjon tax ~re0i ts that 
were previously proposed i n your State of the Uni o n 
Message. 

-1 ·~ •••• 

.~""i· F o ''c 
( ~ <' " ... ~ ~-
tc -..:, 
\ul .l1> 
\ c.$) ·'t> ,. 
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State 

New Jersey 

Maryland 

Virginia . .:. -

North Carolina 

South Carolina 

Pennsylvania 

Ohio 

Ne\v :.-:ork 

MisSO'.lri 

Iowa 

Total (10 States) 

% of U.S. 

~tRA~, 
.p\, . . 

' ·. 

TABLE 1 
ECONOMIC IMPACT IN MOST AFFECTED STATES 

Reduction 
1974/75 1975/76 1975/76 As % of 1973 
Deliveries Reduction Reduction Industrial Gas 
(Bcf) (Bcf) (%) Con sumption 

263 32 12% 4 1% 

171 33 19 60 

134 27 '20 50 

134 39 29 41 

123 1 7 14 20 
i 

723 60 8 17 

1072 98 9 22 

603 ( 4. ) ( 1) ( 3) 

373 37 10 31 

169 "'0 L,._, 17 22 

3767 368 . 
\ 

33% 3f, ~ 

% of State 
Employment Total Gas Using 
In Natural State Industry 
Gas Using Employment 
Industries (In Thousands) 

32% 717 

20 202 

9 116 

33 552 

29 2"'"' L. I 

23 854 
I 

29 996 co 
I 

21 1249 

18 249 

14 101 
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TAB 1 

NATURAL GAS ASSESSMENT 

SHORTAGE 

The natural gas shortage . has been growing at an alarming rate in recent years. Demand for natural gas has steadily increased because of its clean-burning properties, low-cost, and until recently, accessibility. It is consumed by over 40 million residences, 3. 4 million conunercial establishments, and over 200,000 industrial users. While d emand has increased, proved reserves have declined since 1967 and production peaked in 1973. The decline in production of 1.3 Tcf in 1974 is equivalent to over 230 million barr els of oil. Fur the r, the regulated price in th~ interstate ma rke t (5 1 cents p e r t housand cubic feet) has resulted in a growing market share for the intrastate market where p rices are unregul a.t ed (mark e t s hare has shifted about. 5 percen t s i nce 1970) . 

As demand increased a nd supply declined , shortages b e gan to _(ievelop. In 197 0, for t hE' f irst time , interstate_ pipelines curtailed some of thei r customers. Curt~ ilments' (generally defined as requ i r eme nts le ss del iverie s) grew from 0.1 tr ilU on cubic feet (Tcf) in the 1970/71 season (April-March) to 2.0 Tcf in 1974/75, as shown below: 

Year 
(April-March) 

1970/71 
1971/72 
1972/73 
1973/74 
1974/75 
1975/76 (expected) 
1976/77 (forecast) 

TABLE 1 
CURTAILMEN'r TRENDS 

Annual Firm 1/ 
Cu~tai_l~el2!:.~_]Tc f) 

0.1 
0.5 
.1.1 
1.6 
2.0 
2.9 

about 4.0 

Heating Season (Nov~-Mar.) 
Curtajlme nts (Tcf) ------- - - --------- --- -------· - ---- ~-----

0.1 
0.2 
0.5 
0.6 
1.0 
1.3 

about 1.9 

Even with natural gas der e gulation, s hor t a g e s are expe cted to grow in each succeeding winter for the next several years, although at a much slower rate tha~ without deregulation. 

The shortage was also f~lt in the intrastate market and curtailments were experienced in several producjng states (e.g., Louisiana). In the last year, however, the incre ase in intrastate prices, economic slowdow~, reduce d refinery runs (many refineri e s use natural gas as fuel) and conserva tion have rel i eved the in~~as~~te shortage and resulted in a temporary surplus. The major produci~ states are Texas, Louisiana, Oklahoma, California, New Me~ico, and Kansas. 
~ • 

1/ Pipeline to pipeline curtailments not included in 1974-1976 data. 
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While curtailments are normally used to measure the shortage, 
the most appropriate and consistent measure of the problem 
we face this year is the reduction in deliveries this year over 
last year, plus any increase in demand. Deliveries are expected 
to decline this winter by about 350 billjon cubic feet (Bcf), but 
demand is also expected to decline. Even assuming a normal winter 
the economic recovery will not be rapid enough to increase natural 
gas demand over last winter. With a normal winter, demand will 
be about 125 Bcf less than last winter; with a 90ld winter, it 
will be about level. Thus, the· incremental shortage in this 
heating seas6n over last year will be almost 250 Bcf. 

ECONOMIC IMPACT 

Natural gas shortages are djstributed unevenly. Within one 
region or state, some areas may have c:.dequat~e suppJ ies whiJ e 
other areas are being severely curtailed , because the shor~age 
depends upon a part icular pipeline's supply situatjon. 
Although the aver age in~er ~;tate pi pel :i Jte reports curtaiJ ment.s 
of 19 percent of demand, some pipelines will have to curtail 
almost half their requirements. Natj_onal macioe c onomjc esti
mates of the impacts of the shor~age tend to understate its 
severity . Thus, rather than ·t .ry to predict i mpac ts on a national 
level, the task force has conccntr~ted on the JocaJ areas most 
likely to be aff~cted. 

Last year, very l i ttle unem~ioyment or pJ a nt shutdowns occurred 
as a result of natural gas unavailability. Most plant closings 
occurred because of the recessj.on an d mRny shutdowns were avoided 
by availability of alternate fuels (propane, butane, distillate 
or· residual oil), emergency diversion of natural gas, mild weather 
or conservation. There . were scattered examples of plant closjngs 
during the heating season. in Virginia, North Carolina, New 
Jersey and other states, but in general r almost everybody was 
able to squeak through. 

As a result of the analysis of last year's impacts, it is 
apparent that the major policy actions should concentrate on 
reducing the additional shortage expected in this heating 
season, maintaining the availability of alternaLe fuels, and 
preparing for even greater shortages next year. 

The areas likely to experience the greatest economic impact 
this winter are the mid~Atlantic states stretching from Southern 
New York to Georgia and several midwes tern states, such as Ohio, 
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West Virginia, Kentucky, Missouri, Illinois, Iowa, and Nebraska. 
California, which used over 1.5 Tcf last year could also 
experience substantial impacts. 

In North Carolina, which is probably the most severely 
impacted state and is served primarily by the heavily 
curtailed Transcontinental Pipeline Co. (Transco), it is 
estimated that about two-thirds of the industrial customers ~ 
will be cut off from natural gas. Most of these firms _-.:... . 
primarily textile, chemical, and glass -~ do not have alternate 
fuel capability. In New Jersey, which is also heavily cur
tailed by Transco, the northern part of the state is ~elatively 
free of curtailments, while Southern New Jersey's chemicar· 
industries may be affected. Ohio's industrial curtailments 
could ' reach 60 percent, but most impacts will be experienced 
by smaller stone, clay, and glass industries in the central 
part of the state. Even in states that are not as short of 
gas, such as IndianaF a utility serving 50 small tmvns each 
with onl y one industry may hav~ to shut down one-third of these 
plants. 

rn some comrrtunities the impacts could be espec jally severe. In 
Danville, Virginia last year, concerted action by local govern
ment officials, industry , and - residential gas users avoided 
the shutdown of four major mantJfacturing plants (Dan River 
Textiles, Corning Glass Works, Goodyear Tire and Rubberis 
largest truck and airplane tire facility, and U.S. Gypsum) 
employing over 10,000 of the area's 5 0,000 resj_dents. A ~assive 
public education media campaign and conversions to alternate 
fuels by a local hospital saved almost 15 percent of the city's 
heating requirements in about half the win1 .er. 

Since residential and commercial users receive first priority 
under Federal Power . Corrunission guidelines, natural gas cur 
tailments generally affect industry most. In particular, 
industries which cannot switch to alternate fuels or are not 
prepared to switch (such as chemicals, motor vehicle part~ , 
textiles, fertilizer, and glass) may experience 
considerable impacts. Even when alternate fuels are avail ab le, 
their use will increase costs and will put some companies at a 
competitive disadvantage with companies in other states that 
are not experie~cing curtailments . 

. -."" :.. 
As indicated in Table 2 1 more than half the reductions in 
deliveries will occur in ten states. In some of these s~ates, 
the reduction in deliveries will be more than half the 1973 
industrial gas consumption. Also, in some states, about one
third of industrial employment is in industries that use n~LpfQl ,r 
gas. Nevertheless, it should be recognized that availabilDty a~ 
of alternate fuels can substantially reduc e the unemployme~~ ~· 
effects, but the accompanying higher priced fuel may result in 
economic problems. 



TABLE 2 _ 
ECONOMIC IMPACT IN MOST AFFECTED STATES 

% of State 
Reduction Employment Total Gas Using 

1974/75 1975/76 1975/76 As % of 1973 In Natural State Industry 
Deliveries Reduction · Reduction Industrial Gas Gas Using Employment 

State (Bcf) (Bcf) {%) Consumption Industries (In Thousands) 

New Jersey 263 32 12% 41% 32% 717 

Maryland 171 33 19 60 20 202 

Virginia .. ' 134 ' . 27 20 50 9 116 ..... ;:- ~ - ... 
- .. 

' 
North Carolina :._::- 134 39' : 29 41 33 552 · .. 

' ' 

South Carolina 123 17 14 20 29 227 
I , 

I; 
Pennsylvania 723 60 · 8 ,, '·17 23 . 854 

,:.. 

Ohio 1072 98 9 22 29 996 

New York 603 (4) (1) (3) 21 1249 

Missouri 375 37 lO 31 18 249 

Iowa 169 29 17 22 14 101 

" 
Total (10 States) 3767 368 .,, 

\ \ , . 
of U.S. 33% 54% 

..... 
% 

.. 

'• .•;· 
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POLICY RECOMMENDATIONS 

A wide range of potential Federal and local government policy 
actions has been reviewed. Every ccinceivable alternative 
was evaluated for its feasibility, possible energy and economic 
impact, ease of implementation, legislative requirements, and 
timing of effects. · 

The policy options have bee n evaluated with the following basic 
guidelines: 

-;,• 

The intrastate market is likely to be saturated 
and some surplus gas ma y be available. 

The major problems t o be s o lved n ow are a natjon a J. 
shortage of 250-400 Bcf above last winter · 
and several loc~l i z~d s ituation s ~ 

Policy recommendations· shou ld try to accomplish 
more than t he i ncrementa l short age o v er last y ear, 
since weather could be severe, economic .recovery could 
be more rapid than e x pecte d , and implem~nting : these 
actions may tak e s ome t ime. 

There are a nu mber of action s t hat must be taken to 
begin solving next year's growing probl~m. 

Federal policies s hould attempt to bring the national 
shortage to a managcabl~ l eve l , while prov i ding as s is
tance to state and local governments in / solving their 
particular problems. ' 

We should ask for more tha n is really needed to manage 
the problem so that the Executive Branch can b e postured 
as dealing fully · with the shortage and to prepare for 
any unexpected e vent s , such as an oil e mbargo. 

Recommend all actions that are good public policy . 
even if they have greater impact t .han required., 
then proceed to add measures that are needed to 
deal with local problems . 

Natural gas allocation programs should be avoided 
except in the .event of an oil embargo. 

i • • ·• 
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The reconunended administrative and legislative policies shown 
in Table 3 · can reduce this year's shortage by about 1.2 Tcf if 
the 37¢/mcf excise tax were enacted and by about 0.6 Tcf without 
the excise tax. The administrative actions save slightly less 
(about 210 Bcf) than the incremental shortage over last winter, 
but augmented by the legislative actions could relieve almost 
the entire shortage. These are Federal policy actions which 
make sense to initiate, can be implemented this year, and can 
reduce the shortage to a level below that of last year. These 
measures · allow the marketplace to allocate supply to the 
maximum extent possible and contain few negative features. 
Consumer groups, however, are likely to claim that purchase of 
gas in the intrastate market for shipment via interstate pipe
lines is a backhand way of achieving deregulation of gas prices. 

Some of the legislative ~tuthori ties are needed on a. · -----.. 
standby basis or to cope. with an even larger shortage next 
year. These actions involve a larger use of regulatory powers 
to conserve or allocate natural gas supplies. The greatest 
potential relief of the natural gas problem in the next few 
years coulrl be achieved througl1 forced conversion~ of power
plant and industrial boiler use of natural gas.-~About one-third 
of gas consumption cont.i nues to be used j n th E-~ generatj on of 
steam (about 6 Tcf), mostly i.r! the Southwest. With gas more 
plentiful in these areas beri~tise of higher prices, there have 
been few c urtailments and little inceDtive to switch to oil or 
coal. Further, environmental restricLions and the c apital. cost 
to conver t have deterred such shjfts. Although mandatory con
versions and moratoriums on nevJ :reside n t.ia l or commerc:i a ] 
connections may be desirable p~blic policy, it should be 
recognized that these actions will have considerable cost and 
would represent Federal intrusio n inLo private decisjons a~ 
the local level. 

The allocation of natui~l gas has considerable allure on the 
surface. By allocating about 330 Bcf, the curtailment on 
almost every pipeline could be reduced to 25 perce nt. However, 
allocation presents several problems: 

,J ., ••. · 

·. 
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TABLE 3 1 

POLICY RECOHMENDATIONS 

ACTION 

ADMINISTRATIVE: 

0 

0 

0 

0 

0 

Expedite new pipelines 
Intensive public education program 
to reduce inefficient gas use 
Exhort production from shut-in 
wells 
Alter utility practices 
Increased emergency use of 
stored gas 

LEGISLATIVE: 

0 

0 

0 

(\ 

0 

0 

0 

0 

Stimulate and allocate propane . 
All6w end-user gas purchases 
Allow 180 day emergency pipeline 
gas 
Standby allocation authorities 
Permit swaps among end-users --
Mandatory boiler use conversions 
Moratorium on new residentj.alf 
commercial, and utility gas 
connections 
Ban on ornillnental lighting 

' . 

PREVIOUSLY RECOMMENDED: 

0 

0 

0 

Natural gas deregulation 
Insulation tax credits · · 
Excise tax on natural gas · use 

, ,,·'· 

AGENCY 

FPC 
FEA 

FEA 

F'PC/FEA 
FPC 

FEA 
FPC 
FPC 

FPC 
F'PC 
FEll. 
FPC 

PEA 

FPC 
Treasury 
Treasury 

'l'HIS WlN'l'ER'S 
EXPECTED GAS 
SAVINGS (Bcf) 

40 
65 

5 

50 
50 

50 
75 

250 

Minima} 
Minjmo.l 

Mj n) rnaJ 

MinjmaJ 
Minimal 

600 
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It represents a bail-out for poor planning in some 
areas and involves taking away gas from some pipeJjnes 
which have previously managed to avoid substantial 
curtailments 

By removing gas from an area that had not experienced 
curtailments, economic problems could be created 
since users who would now be curtailed may not be at 
all prepared for such shortages and may not be able to 
secure or use alternate fuel.s. These problems may be 
larger than those b eing solved in the areas receiving 
allocated gas. 

Once the framework for an allocation sys"lem is in place, 
there is tremendous pressure to u tilize jt and special 
interests ar e built-up. 

The data base needed to allocate e ffectively is not 
yet available. 

Pipeline inteiconncctions to s upport r e alJocatjons may 
no t always be readily . ~vailable. 

Despite the cautior.s about c; J 1 ocatic·n, f>•iCh autbor :i.tio~: Jf1ay be 
desirable to deal wi~h local emergencies and may be needed in th e 
event of an oil emb0rgo. I f an embargo were to occur, the alter · nate fuels \tlould be in. extreme ly st;r .. rt f::Jpply; ano,th e CJ.vc-~:i J abJo 
gas will need to be allocated. , 

Some of the actions being proposed for next year coulQ have an 
impact before the end of this year's heating season. Anyth{ng 
that c an stimulate purchase and inst.a ll;cd_ i.on of insuJ o.U on can 
reduce heating requiren1en:ts and make more gas available fo"r 
essential industrial use. Further, al.t.hough most supply 
enhancement activities will take tirnP- to implement, some 

. could pay off in 1976-1977. 
.. . .. . The uneven distribution of natural gas shortages means that 

some states or local areas will experience adverse economic 
impacts while others will have no problem if these Fed0ra J 
actions are implemented . Rather than a Federal regulaLor y 
approach to solve these problems, it is suggested -that local 
governments rec~ive Fedeial guidance, but try ~o help ~hem
selves. It is recommended that. the governors of the most severely impacted states and.their energy advisers be invited to Washington 

J " 

'"> 
I""' ,..: 
a:: 
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FEA and FPC and be given a thorough briefing of 
problem and that a discussion of policies be 

A number of suggested local actions could be 
this meeting, including: 

The Federal government. will provide each state 

with its entire data base. concerning expected 
shortages and their impacts; monitor changes 
in supply, demand, and alternate fuels; and 
provide technical assistance to the states to 
help manage the problem. · · 

- Intensive conservation programs for boiler use of natural 

gaf:, resident:i.. a.lf and c:omrnercj.:d users, including case 

histories of residential-industry cooperation. Boiler 

fuel use represents over 1/3 of the natural gas market. 

Use of surcharges for consumption above a certain 
base ).evcl used last year, along with rebates for 

consumption much less than las·t year. FQr 'example, 
there could be a 100 percent surcharge-for consump

tion above 90 percent of last year 1 s residentiaJ 

use~ with some rebatet £or consumption below 80 
percent of l as t year. 

Application of a voluntary "buy-,back" procedure, 
in which pipelines buy hack gas fr.orn use:rs with 
alternate fuel capability at a price equal to the 

price of the alternate ~uel (over $2.00 per mcf) 
and then sell the g as at the highex prjce to u ser s 

without alternate fuel capability. This could be 

implemented by a st.ate public u·til.i t.y commission. 

Greater use of peak load pricing to reduce peak 

consumption pf electricity , which i s often 
generated by natural gas. 

In considering these recorrmtencled policy actions, o. numbe:r of· 
other alternatives were examined and rejected for a variety of 

reasons. A list of these option s i s gi ~en in Table~. · 

TIMING OF ACTIONS 

It is recommended that .. the following sequence of events take place 

by the time the Congress returns: 

Announce immediate implementation of administrative 

actions. 

Designate FEA as 
with natural gas 
mentation. 

........-;-· 
f 0~~

the lead Federal agency to deal ,.. ()~ 
contingency planning and imple- ~ 

. :::0 
~ 
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TABLE 4 ( 
OPTIONS ELIMINATED FRO.H CONSIDERATION 

Options 

Increase LNG imports from Algeria 

Negotiate increased imports from 
Mexico and Canada 

Accept payment in-kind for pro~ 
duction from federal lands and 
allocate to interstate pipelines 
most in need 

Increase production from offshore 
shut-in wells 

Increase LNG imports from Ala ski:'J. -- · . 

Increase domestic production 
through in-field drilling in 
the Blanco-Mesaverde gas field s 

Increase production of the Hugoton 
gas field through override of 
Kansas gas production ruJ.es 

Define and prohibit non-essential 
uses of natural gas consumed on
site by end-users in the resi
dential and commercial sectors 

J .~ •'·' .. ·, 

Reason for Elimination 

There are no actions which can 
be taken by the government to 
increase LNG imports for the 
75-76 winter heating season. 

There is lit~le potential for 
increased imports from these 
countries. 

Most royalty gas is presently 
sold to pipe]jnes exp e riencing 
curtailments 

There is no way to significant]~ 
increase produc·U.on from r;hut> 
in wells f~m~ t:he 75-/G wint.e:r 
t.hrough a· regul ator.y approoch. 

Potential is too small (3-6 Bcf; 
in comparjson to the expected 
oppo~itjori of the requjred 
·legislation · 

Smal l polentjaJ per added 
drilling rig, and extreme 
difficult.'i es in obte:d.ni nq 
required drillihg rigs · 

Lead tirnes for ne\'l compY<:.:[: f:C>r ~; 
are too long, even if override 
of Kansas production ruJes 
could be obtained 

Safe elimination of· J'Yj :i ot.. 
lights would require excessive 
lead time~: and requires fu:rt.her 
analysis 

~Jt~.·~b"t I' ' 
( ~ ~ 

..., g) : ~ 
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Invite Governors of most impac ted states to a White House meeting in early September to discuss expected shortages and possible local measures to reduce its impacts. 

Submit legislative package to the Congress in early September containing immediate, standby, and longerterm measures. 

The recommended actions, both immediate and standby could substantially reduce the impact of shortages and would be supplemented by existing emergency relief procedures. 
------; 
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WASHINGTON 
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FEDERAL ENERGY ADMINISTRATION 

Office of the General Counsel 

AUG 0 81975 

TO: ~ILIP BUCHEN 
MIKE DUVAL 

FROM: ROBERT E. MONTGOMERY, JR.fj~ 

Attached is the draft Issue Paper 

on the "jaw-boning" question that 

I promised you. 

Attachment 
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VOLUNTARY INDUSTRY COOPERATION 

TO ACHIEVE PHASED DECONTROL 

ISSUE 

Assuming that the President intends to veto S. 1849, should 
he--either personally or through PEA--attempt to obtain the 
industry's voluntary cooperation with regard to: {1) a 
gradual phase-in of crude oil price increases; and/or {2) 
the exercise of restraint in taking certain other marketing 
actions which might appear immediately attractive--particularly 
to the major integrated companies--in an uncontrolled situa
tion. 

DISCUSSION 

Objectives: 

Depending upon its thrust and manner of implementation, such 
a "jaw-boning" strategy might be adopted with either or both 
of the following objectives in mind: 

I. To cushion the impact of decontrol: 

A. 

B. --

on the economy as a whole, by preventing 
an immediate and significant upward 
surge in the price of gasoline and other 
petroleum products. 

on particularly vulnerable sectors of 
the industry {e.g., independent marketers) 
or consuming public {e.g., small propane 
users), by persuading the industry to 
insure that these sectors are adequately 
supplied at reasonable prices. 

II. To improve our chances of sustaining the veto: 

A. by convincing the public, the media and 
the Congress that the Administration had 
obtained a reliable voluntary commitment 

,. f 0 li'() ., 
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Problems: 
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from the industry to increase prices 
only on a gradual basis--thus, rendering 
the extension of controls unnecessary. 

by encouraging the major integrated 
companies that to do everything in their 
power between now and the date Congress 
votes on the qu~stion to reassure those 
groups most likely to lobby vigorously 
for an extension of controls (i.e., 
their major customers, thei+ independent 
marketers, and their smaller competitors) 
that the termination of controls will 
not lead to major supplier actions which 
would endanger the financial security or 
market position of any such group. 

The potential problems with such a "jaw-boning" effort are 
these: 

1. To be effective, any restraint on prices would 
have to be imposed on crude oil sales at the well
head. Any attempt to restrain prices only down
stream at the refinery or marketing levels would 
produce an unacceptable squeeze on some refiners 
and marketers. While the majors probably control 
more than half of our domestic production of old 
oil, a substantial volume is produced and sold by 
thousands of independent producers. No effort to 
"jaw-bone" the industry as regards crude prices, 
therefore, could be more than partially successful-
even if the majors cooperated fully. In addition, 
the majors would themselves be seriously inhibited 
in giving their support to a price restraint 
effort by their possible financial liability to 
royalty owners, other parties having interests in 
fields which they operate or from which they 
purchase, and perhaps their own stockholders. 

2. To the extent that some form of voluntary price 
restraint could actually be achieved, a two-tier 
crude price system would be maintained; yet because 
of the expiration of the allocation act, FEA would 
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lack the authority to continue its entitlements 
program. The result would be a scramble among 
refiners for the lower priced crude, with the 
winners in a position to choose between exploiting 
their cost advantage to achieve wider markets, or 
collecting windfall profits at the refinery or 
marketing levels through sales of product at the 
higher prices being charged by those refine.rs 
running high-cost crude. 

3. Any attempt by the President to obtain voluntary 
industry cooperation with a specific decontrol 
schedule would be vigorously opposed by the guard
ians of the antitrust laws, and probably resisted 
by the industry on grounds that its participation 
would expose it to unacceptable liabilities in 
civil antitrust lawsuits initiated by private 
parties. In this regard, the maximum assurance we 
could give the industry is that the Department of 
Justice, and perhaps the Federal Trade Commission, 
would refrain from prosecuting--we could not 
confer immunity from private actions. (See attached 
memoranda by Rod Hills and Tom Kauper.) 

4. If the initiative were made by the President 
himself or otherwise achieved significant visibility 
in the media, it could be cited as evidence that 
the Administration considers the problems associated 
with decontrol to be much more severe than it is 
willing to admit--thus actually lessening our 
chances of sustaining the veto. 

5. Furthermore, if such a visible ''jaw-boning" ini 
tiative were undertaken, and the veto were sustained, 
we would have created expectations regarding the 
rate at which retail petroleum prices would increase 
which--given the substantial time period involved 
and the many uncertainties such as OPEC's plans-
might well prove to be unwarranted. The Adminis
tration's reliance upon a voluntary approach would 
then be subject to continuing ridicule by our 
political opponents as being--at best--naive, 
and--at worst--consciously deceptive. 
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Conclusions: 

The problems associated with any effort to achieve phased 
decontrol through the industry's voluntary cooperation are 
substantial, and these problems increase as the "jaw-boning" 
initiative becomes more specific and more highly visible. 
On balance, it seems likely that any Presidential initiative 
along these lines would prove counter-productive, both in 
terms of the veto override vote and the President's subsequent 
political vulnerability. On the other hand, the importance 
of preventing unnecessary rapid price increases and other 
disruptive marketing actions, and the fact that voluntary 
restraint in these areas is clearly in the industry's own 
interest; strongly suggest that a low-key, minimum public 
visibility effort should be made to obtain industry coopera
tion. If such an initiative were couched in general terms 
and focused primarily on non-price issues, it would minimize 
antitrust risks, would not create unreasonable expectations 
for price stability over the long term, and would not open 
the door to the charge that we were actually more concerned 
about the impact of decontrol than we had publicly admitted. 

RECOMMENDATION 

We therefore recommend that a low-visibility effort be made 
to obtain voluntary industry cooperation in exercising 
restraint with regard to the transition to an uncontrolled 
situation. This approach can best be handled by FEA, should 
be undertaken immediately, and should focus on the following 
specific points: 

1. Moderation of immediate increases in crude oil 
and product prices. 

2. Reasonable continuity in maintaining traditional 
supply arrangements. 

3. Sensitivity to the special supply and marketing 
problems of independent refiners and marketers. 

4.· Particular caution to avoid speculative brokering 
or diversion to non-traditional users of large 
quantities of potentially scarce products such 
as propane. 

Attachments 
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ASSISTANT ATTORNEY (]Ef\IERAL 
ANTITRUST DIVISION U\rpartmrnt of ]fustier 

Washington, D.C. 20530 

··o· . 
~ ~ 
~. X 

AUG 1 1975 

MEMORANDUM FOR: Rod Hills 
Counsel to the President 

SUBJECT: Antitrust Implications of Presidential 
Meeting with Representatives of Various 
Oil Companies 

If existing price controls on oil should be allowed to 
lapse, it is contemplated that the President may want to meet 
with representatives of various oil companies to urge them to 
exercise restraint in their pricing decisions. You have asked 
me to briefly appraise you of the potential antitrust implica
tions of any such meetings. 

Should any meeting with various oil company representatives 
result in an agreement among the oil companies not to change 
their prices or to limit their price increases in any speci
fied manner, such agreements would constitute clear violations 
of the antitrust laws. Potential antitrust liability, however, 
is not limited solely to situations in which the oil companies 
might explicitly agree on prices at the urging of the President. 
Should representatives of the oil companies discuss oil price 
changes at such a meeting and subsequently adopt uniform pricing 
decisions, there is existing case law which would allow a jury 
to infer that the subsequent uniform pricing action was the 
result of an implicit agreement based upon the prior price 
discussions. See e.~., Esco corp. v. United States, 340 F.2d 
100 (9th Cir. 196Sf. 

The President could confer antitrust immunity by promoting 
a voluntary agreement among the oil companies pursuant to the 
provisions of the Defense Production Act of 1950, which requires 
a Presidential finding that such an agreement is in the public 
interest as contributing to the national defense. However, 
unless he utilizes the procedures of the Defense Production 
Act we are unaware of any manner by which the President could 
confer an antitrust exemption covering pricing agreements 
among the oil companies. 
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The litigation involving the voluntary steel import reduc
tions indicates that there is some question as to whether the 
President can exempt parties from the application of the antitrust 
laws when he is attempting to exercise his diplomatic or foreign 
affairs powers. Consumers Union v. Ro<Jers, 352 F. Supp. 1319 
(D.D.C. 1973), vacated 1n part and aff1rmed in part, 506 F.2d 
136 (D.C. Cir. 1974); cert. denied, 43 U.S.L.W. 3636 (June 3, 
1975). There is no case which d1rectly considers the President's 
power to confer an antitrust exemption, without statutory authori
zation, in order to achieve a goal serving the domestic public 
interest. However, in United States v. Socony-Vacuum Oil Co., 
310 u.s. 150 at 225-227 (1940) the Supreme Court held that the 
fact that the defendants may have been encouraged to engage in 
price stabilization activities by officials in the executive 
branch of the government was insufficient to exempt the defen
dants from the antitrust laws. The Court held that since Congress 
had created the prohibitions contained in the antitrust laws, 
an exemption could be obtained only pursuant to statutory pro
cedures provided by Congress. The Supreme Court's reasoning 
seems applicable to the situation under consideration. 

In conclusion, it is important to note that even if the 
Department of Justice utilized its prosecutorial discretion 
and refrained from bringing suit against concerted pricing 
engaged in at the behest of the President, Congress has provided 
a private right of action to enforce the antitrust laws. As 
a result, any oil companies which participated in concerted 
pricing decisions at the behest of the President would be 
subject to private treble damage suits by consumers of their 
products. 

~E~~ 
Assistant Attorney General 

Antitrust Division 
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Dear 

The President would appreciate it if you could attend 

a meeting at the1~Vhite House on , 1975 at A.M. 

At that time he proposes to discuss with the Chief Executive 

Officers of various oil companies the potential economic 

and social implications of the termination of price controls 

on petroleum products. 

Let me assure you that the President is aware of the 

restrictions placed upon concerted pricing decisions by the 

antitrust laws. He is also cognizant of the fact that 

discussion of prices by competitors may be deemed evidence 

from which an agreement violative of the antitrust laws may 

be inferred. Consequently, it is not contemplated that there 

will be any discussion at the meeting by oil company representatives 

of price levels or changes. Nor is it contemplated that any 

subsequent joint discussions be engaged in by the oil companies 

as to pricing changes. Rather, the President intends to urge 

each of the oil companies, in making their unilateral decisions, 
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to consider the various national interest ramifications of 

their company's pricing decisions. 

1We hope that you will be able to attend this meeting 

relating to a matter of such national importance. 

Sincerely, 
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Dear 

The President would appreciate it if you could meet 

with him at the White House on , 1975 at 

a.m. He wishes to discuss with you personally the 

potential economic and social implications of the ter-

mination of price controls on petroleum products. It is 

the President's intention to discuss these matters on an 

individual basis with a number of the Chief Executive 

Officers of the major petroleum companies. 

The President is aware of the restrictions placed 

upon concerted pricing decisions by the antitrust laws. 

Therefore, you can be assured that he will not urge, 

or even suggest, that your company agree, or even discuss 

its petroleum pricing decisions, with any competitor. 

Rather, the President intends to urge each of the oil 

companies, in making their unilateral decisions, to consider 

the various national interest ramifications of their 

company's pricing decisions. 

We hope that you will be able to meet with the 

President on this matter of significant national importance. 

Sincerely, 

<""~- FG · / ~.. tr .(J 
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THE WHITE HOUSE 

WASHINGTON 

August 1, 1975 

MEMORANDUM FOR: PHILIP BUCHEN 

RODERICK HILLS (<.. l-h FROM: 

SUBJECT: Proposed Meeting Between the 
President and Representatives 
of the Oil Industry 

A meeting between the President and oil industry representatives 
raises is sues which must be dealt with before the meeting occurs. 
Simply stated, they are: 

(1) Who is to be invited? Presumably, the proposal 
is to invite the chief executive officers of the so-called major 
oil companies. Such companies have a dual role as owners 
of controlled oil and refineries. As owners of controlled oil 
they can be "jawboned" not to raise the prices of the controlled 
oil. However, as owners of refineries, they cannot be asked 
after controls end to agree not to pay higher prices for oil 
from other sellers. An agreement between owners of refineries 
to not buy de-controlled oil except at a low price is just as 
violative of the antitrust laws as an agreement to sell it at a 
higher price. 

(2) What is to be discus sed? Any discus sian at a 
·meeting between the President and the major oil company 
representatives could expose the companies to antitrust prob
lems. If, for example, the President were to say that (a) 
great restraint should be exercised in raising the price of 
de-controlled oil, and (b) ask them to voluntarily phase in the 
increase over a period of 3 9 months, and (c) if there were any 
ensuing discussion which indicated a consensus on these points, 
there would essentially be an agreement between the majors 
that they will raise their prices over 39 months and there are, 
of course, plenty of plaintiffs willing to sue the oil co:r;nna.nies 
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for such an agreement. If the ·meeting were private, there 
would be all the more chance of misunderstanding the nature 
of the discussion. 

The alternatives to a meeting between the President and 
representatives of the major oil companies are: 

(1) A public meeting between the President and 
representatives of all the companies; 

(2) Individual meetings between the President 
and each of the oil companies; and 

(3) A strong letter to each company (Tab A) 
followed by individual meetings between these 
representatives and the President or Frank Zarb. 

On balance, given the risks of a joint meeting in private and 
the disagreeable aspects of a joint meeting in public, I suggest 
that options (2) and (3) are preferable. The invitation to 
private meetings to each of the oil companies should be made 
public. The letter should state that the purpose of the meeting 
is to attempt to persuade each of the companies that they 
should voluntarily refrain from raising the prices on de
controlled oil any faster than 39 months. The letter would, 
of course, emphasize the point that they should take all steps 
possible to keep the prices down, but to the extent that they 
do rise, it should be no greater than the formula set forth 
in his proposed legislation recently defeated. See Tab A. 

These individual meetings with the ·major oil co·mpanies could 
be supplemented by personal letters to the larger independent 
producers throughout the country. 

There is, of course, one further alternative: to avoid any 
meetings between the President and the oil companies, but 
instead to write a personal letter to each of them. 

If either option 2 or 3 is chosen, there should also be a strong 
Presidential statement, perhaps on television, making the 
same plea to all producers of oil that is now controlled. 
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SAMPLE LETTER 

Dear Mr. Bradshaw: 

On , I proposed to the Congress a compromise 
solution to phased de-control of old domestic oil. I suggested that 
such oil be subject to a price cap of $ll. 50 and that existing prices 
be phased into that cap no faster than a 39 month period. The 
Congress has defeated this proposal and I a ·m now left with no 
option but to permit full de-control of such oil as of August 1, 1975. 

There are obvious possibilities of economic disruption by ·moving 
so swiftly from a controlled price to a de-controlled price. 
There i8J:an equa·l obvious potential of great harm to our fight 
against inflation if there is any major increase in price in the 
near future. For that reason, I a ·m strongly urging each owner 
of oil that is about to be de-controlled to exercise the greatest 

· · · · · I · 1 1 C''J 'I"· • r' ' h h restraint In raising prices. am parhcu ar y anxious t at eac 
such company under no circumstances raise the price at a 
greater rate than that proposed in the recently defeated legis
lation. Obviously, any price restraint greater than that in the ( 
legislation is also desirable. 

In order that I may make ·my point on this matter in the best 
fashion, I am asking that you meet with me during the week 
of . I am inviting each of the chief 
executives of the oil companies to similar meetings and I shall 
be making a public state·ment to the same effect to all producers. 

I look forward to meeting with you. 

Sincerely, 

Mr. T. F. Bradshaw 
President 
Atlantic Richfield Company 
515 South Flower Street 
Los Angeles, California 90071 
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(FFA /Pullen) PT S eptember 8, 1975 
FourthDraft 

PROPOSED PRESIDENTIAL v-ETO STATEMENT ON OIL PRICE CONTRO LS 
(S . 1849) 

I am today vetoing S. 18 49, which extends price controls on domestic 

oil another six months. I am t2.king this action because: 

l. _An extension of price controls would further our dangerous and 

~ 

gro·wing reliance on imported oil. 

\ 
2. It would retard conservation of energy. 

3. It would postpone the badly needed development and production 

of new domestic energy. 

4. It would increase the outflow of money and jobs from our· economy. 

5. It would jeopardize our future economic stability and national 

security. 

6. It would negate the pas sibility of long range compro·mise on this 

problem. because of Cong ressi::mal r e luctance to tackle the issue of higher 

o i l pric: es i n 2.n election ye2.r. 
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Sinc e the 1973 embar~o, America's bill for impo r ted oil has climbed 

from just over $3 billion to $25 billion today --an 800 p e rcent increase. 

These dolla r s represent one million j obs lost to American workers. The 

job security of one million more Americans across the Nation would be the 

cost of another e·mbargo. We cannot delay longer. 

Eight months ago in ·my State of the Union message, I proposed to the 

\ 

Congress a comprehensive energy program to make the United States independent 

of foreign oil producers by 1985. 

The need for such a program increases with each passing day. The 

United States is dependent on foreign oil for almost 40 percent of its current 

needs. If we do not act now to reverse this trend, within 10 years we will 

import more than 50 percent of the oil we need at prices dicta ted by others. 

The more oil we import, the more dollars and the jobs we lose from 
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The 1973 embargo cost more than $15 billion in Grass National 

Product and thr ew hundreds o£ thousands of persons out of vvork. It 

dramatically showed our vulnerability. Another disruption would be even 

more costly in dollars and jobs. 

The detailed legislative program I sent to the Congress last winter 

/ 

involved tough measures to put us immediately on the road to energy 

\ 

independence. It would have conserved energy we now use and accelerated 

/ 

~· 
development and production of energy here at home. 

Because this program would have increased the immediate cost 

of energy until new supplies were developed, I also proposed tax legislation 

to prevent undue profit-taking by oil companies and to ensure the return of 

every dollar collected to the American consumer. 
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Since I could not gamble with our Nation's securit y while waiting 

for the Congress to act on my comprehensive program, I raised the 

import fees on each barrel of crude oil i..'1. February as an interim measure 

to reduce imports by inducing conservation and stimulating domestic 

production. ~ 

The Congress still\ has not acted. Throughout these months, I have 

compromised again and agafn to accommodate Congressional requests 

for more time. 

I delayed the second dollar fee on imported oil for 90 days, finally 

imposing it June l. I delayed the third dollar indefinitely. Still, we have 

seen no Congressional action -- on short-term energy proposals. 

In my State of the Union last January, I announced a decision to 

remove the ceiling on price-controlled domestic oil April l, permitting 

b. 1..'.'"2 
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energy supplies and also encouraged conse::--.-ati.Gn . At the request o£ 

Congressional leaders) I postponed such action to give them time to wo:ck 

out a different solution. 

After nearly six months without Congressional action on decontrol 

o£ any other energy legislation, I proposed in early July a compromise 

30 -month phased oil decontrol plan. This program represented an effort 

\ 

to meet the concerns raised by many members o£ Congress and showed 
/ 

the Administration's willingness to compromise. The Congress rejected 

this plan. 

I made another effort to reach a solution before the August Congressional 

re cess . I submitted another decontrol pla...11., which would have graduaTh[ 

phased out price controls over a 39 -month period and placed a price ceiling 

of $11. 50 per barrel on domestic oil. 

I ~J e}.ieve tb.is fin2.l fleco~trol f· ~ar.. \Ve .nt ~sre t l:..~~t h:1.l£-"v2..;r to meet 

c:·J:;. c ·..::r~:. .. :; :;.:aised. ~Jf the Con grs3s .. -~lthough it \~,."-~)1J.lr~ ;:: · h ieve ·energy 
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conservation objectives w::;:..Ao slowly tha n warranted, I offered it in the 

spir it of compromise, because ;:J ction was d espe-r-ately needed. 

Instead, the Congress rejected this attempt at compromise and 

passed a bill which would sim?lY extend the pricing and allocation 

authorities for another six months. This proposed action would only ensure 

the continued growth of ou:i' dependence on foreign oil. 

I cannot approve six months of delay ...:_ delay which w ould cost needed 

jobs and dollars and compound our energy and economic problems. 

From my experience in the Congress, I am well aware that it 

will be easier to pass the tough legislation needed to begin solving the· 

energy problem this year rather than the 1976 election year. The 

six-month price controls extension contaL.'1.ed in the bill I am vetoing would 

postpone possible action until at least the Spring of 1976 and could delay 
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Despite the last minute attempts by the Democratic leadership, 

their effort to achieve a compromise in the Congres3 has fa iled . It is 

clear the Congress has not come to grips with the decontrol issue much 

less the overall energy problem. 

"\Ve must confront the energy p r oblem before ii becomes a national 
.' 

emergency. Our time to act instead of react grows shorter with each -

\ 

delay and each day. 

f 
·without price controls on domestic oil, we can reduce dependence 

upon imported oil by ·more than 700,000 barrels per day within two years 

and increase domestic production by nearly one and one-half million 

barrels per day by 1985. By continuing controls, imports will increase 

without any incentives to spur domestic production and the energy problem . 

w ill '.Vorsen. 
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-- I will remove the previously imposed $2 per barrel import fees. 

-- I will again press the Congress to enact a windfall profits ta..'C 

with plow back provisions and to return the money collected to the American 

consumer. 

-- I will propose standby legislation to provide a gradual transition 

from price controls for small and independent refiners. 
\ 

I will propose legi~lation to provide authority to allocate liquified 

petroleum gases, such as propane, to supply these important fuels at 

reasonable prices to farmers, rural households and curtailed natural gas-

users. 

-- I will seek authority to provide retail service station dealers 

legal remedies to protect their interests. 

The time for debate on oil pricing is over. We have talked and delayed 
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THE WHITE HOUSE 

WAS HINGTON 

S eptember 8 , 1975 

MEMORANDUM FOR: PHIL BUCHEN 

FROM: 

.-, . ./ 

PAUL A. THEIS : v ·I 
\~/ .. ~ 

Attached is the revised draft of the proposed veto message on 
decontrol of oil prices. 

·w ould you let us have your comments and suggestions as soon 
as possible? 

Thanks. 

Attachment 




