The original documents are located in Box 7, folder: “Newspaper Clippings” of the Frank
Zarb Papers at the Gerald R. Ford Presidential Library.

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of America his copyrights in all of his unpublished writings in National Archives collections.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



FRIDAY, NOVEMBER 22, 1974

‘Bright Young Man’ Zarb

L

Apparently On Way Up

By WILLIAM K.WYANT JR.
Washingion t
w . WASHINGTON -

FRANK G. ZARB, who is said to be
in line for the top post in the Federal
Energy Administration, is regarded
here as a bright and hard-working
young Wall Street man on his way up
in the Government. ]

Now 39 years old, Zarb was execu-
tive vice president of Hayden Stone,
Inc., a New York investmrent and se-
curities firm, when Roy L. Ash, direc-
tor of the Office of Man&gement and
Budget, brought him in a8 an associate
director in July 1973. :

During the energy difficulties of last win-

ter, Zarb had & hand in the arganization of
what is now the Federal Energy Adminis-
tration under Willlam E. Simon, who bg-
came Secretary of the Treasury last April.

He now is associate director of OMB for

natural resources, energy and science. This
is the same job formerly held by FEA ad-
ministrator John C. Sawhill, who resigned
Oct. 28 at President Gerald R. Ford's re-
qusthﬂlssﬂyhgmmﬁlanewadmmis-
trator takes over. :

IN RECENT WEEKS, Zarb has been
serving as secretary of the new White
House-leve] National Energy Council, of
which Secretary of the Interior Rogers C. B.
Morton is the chairman. v

“Zsrb is Simon’s man — definitely Si-
mon’s man,” said a federal official, puinting
out that Simon's background also is in New
York investment banking. “Zarb is a tough
management type.”

Another observer familiar with the bu-
reaucracy said Simon might have cooled off
a bit on Zarb in recent months, but Zarb's
problem-solving and trouble-shooting skill
has made him ace-high with Ash and Mor-

ton.

If Zarb is appointed to the energy post, he
is the kind of man whe will insist on being
given the pecessary authority to do the job,
in the opinion of those who know him. He
has another attractive job possibility — the
deputyship under William Casey at the Ex-
port-Import Bank.

Zarb was born in Brooklyn, N.Y., and
took bachelor’'s end master's degrees at
Hofstra College, where he was president of
the student body and cadel commander of
the Reserve Officers Training Corps. He
worked a while in the industrial relations
department of Cities Service Dil Co.

FORMER PRESIDENT Richard M.
Nixon's Administration recruited Zarh from
Hayden Stone in'the spring of 1871 to be
assistant secretary of for administra-
tion and management, He' the budg-
et. Early in 1973, when Wall Street was hav-
ing difficulties, he returned to Hayden
Stone. o X

Zarb was first celled-into federa! service
by former Secretary of the Treasury George
P. Shuitz, it is said, and Shultz also was
instrumental in placing him in fhe OMB
when Zarb returned to'the Government last
year. - ki Tyg

Simon borrowed Zark from Ash and the
OMB last winter to help get Simon's new
and somewhat chaotic energy ieam on the
right organizational track. After the depar-
ture of retired Vice Adm. Eli T. Reich, Zarb
had temporary charge of operations and
compliance in the early energy set-up.

““We used to have coffee at 7 a.m. m Si-
mon’s office — Zarb was there, and Saw-
hill," a Federal Energy Administration of-
ficial said, recalling the hectic days of the
shortage.

¥

Speculation that Zarb would succeed Saw
hill began this week after former mari-
time administrator Andrew E. Gibson askes
President Gerald R. Ford to withdraw hiz
nomination for the post. Conflict of interest
problem’s arose when Gibson wes named.

THERE ARE NO Senate confirmation
hang-ups presently in sight for Zarb, who is |
known on Capitol Hill as a “management
specialist kind of a guy,” straightforward,
sasy to deal with, and a good catalytic ¥
agent in the subtie relationshifls involving
Simon, Ash, Morton and Sawhill.
~ Where Sawhill has been considered 2 driv-
ing vislonary and idealist, particularly when
it comes to saving energy, Zarb is thought
to be more of & temporizer, career-bullder,
efficiency expert and cagy player.

*“Sawhill is an Eagle Scout — Zarb is =
rug dealer,” a man who knows them both
remarked.

“m as a manager operates with honey,
but is very adept at using a two-by-four
when necessary. Where Sawhill loves con-
frontations, Zarb avoids them, but is not

t Ford was reported to have tals.
phoned Zarb Saturday at'his home, before
leaving for the tl?u Japan.

Zard about the

the Inflation conference an natural re-
sources and recreation at Dallas Sept. 1§,
Zarb of the all-powerful OME sent with him
to deliver a dissertation on the'Tederal budg-
etéog was hard to téll precisely where he
stood. :

Zarb, whose parents came from Maita, 'is
credited with & good sense of humor.

The first thing he did when he got to his
temposary office &t Simon's brand-new en- |
ergy shop last winter was to test the place’s
efficiency by calling in a subordinate and
asking for certain essential jtems,

“By 2 o'clock this afternoon,” Zarb is re-
ported to have said, “'1 want on my desk a
pad of legal-size paper, a stamp pad and &
rubber stamp with my name on it and &
Roget’s Thesaurus.”

When Zarb got back from lunch, it is said,
he found a peat package on his desk. He
unwrapped it and found the paper he want-
ed, the ink pad and two rubber stamps, but

He tried the two rubber stamps;,éé 3he
new pad, and found that one read “Frink G,
Zarb."” The other read "Roget's Thesauris."’

rus.” X

Qi

~ Digitized from Box 7 of tHe -Frank Zarb Papérs at the Gerald R. Ford-Presidéﬁtialtibrary
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Congress warms to controls

Congress is edging back loward a reimposition of
wage and price controls. Unless the economy im-
proves unexpectedly, the crunch probably will
come next spring.

Controls legisiation couldn't ge! through Con-
gress right now. Labor, business, and President
Ford are all cpposed.

But Democratic party politics and the deteriorat-
ing economy are pushing in the aother direction
Democrats believe economic fears were a major
factor in their electorai sweep
Nov. 5. Now they feel pressure
to act.

Contrels already have pow-
erful supporters. Senate Major-
ity Leader Mike Mansfield (D-
Mant.} is coming around to the
idea that Congress should
mandate controls instead ot
just giving President Ford
standby authority to impose
them. Senator Hubert Hum-
phrey (D-Minn.) wiil argue for contrcis from his new
forum as chairman of the Joint Economic Com-
mittee. Representative Henry S. Reuss (D-Wis.), an
influential House Banking Committee member, is
leaning toward selective controls, facusing on ‘'ad-
ministered” prices. Socme Congressionai staff ex-
perts are already trying to figure out how such a
program might work.

A new controls program wili have a better chance
of passage as unemployment climbs. Advccates will
argue that controis would permit Washington to
pump up the economy without tanning inflation.

Ford still could head the pressure off. A stiff new
program cf guasi-voluntary guidelines, or enforce-
ment powers for the embrycnic Council on Wage &
Price Stability, might do the trick. But one astute
Democrat warns: "'{f Ford doesn’t get off his duff,
we regoing to get wage-price controis.’

Senator Mansfieid

A reluctant czar for the FEA
President Ford is still having trouble finding a suc-
cessor for custed Federal Energy Adminisirator
John C. Sawhill. Ford's latest cheoice for the job—
Frank G. Zarb, an associate director ¢f tne Office
of Management & Budget (oM8)—has not yet made
Up his mind whether tc accept the ofier.

At oMB, Zarb has been deeply invoived in energy
issues Recently, he was named executive airector
of Interior Secretary Rogers Morton's Energy Re-

sources Councii In ettect, he runs the energy bu-
reaucracy tor Morton. Now Ford has asked him to
move {o the FEA, and energy-involved Cabinet offi-
cers are pressing him to say ves.

But Zarb, who was chairman of the executive
committee of Wall Street's Hayden Stone, Inc., be-
fore joining the Administration in 1971, has been
coffered anocther job with better long-range pros-
pects: executive vice-president of the Export-import
Bank. In that spot, he would have a good chance to
succeed William J. Casey as president.

Associates bet that Zarb will take the FEA hotseat.
But first, they say, he wants Ford’s approval to run
the agency his way.

Antitrusters think small, too

Justice Dept. antitrusters are stepping up their cam-
paign against a small-time sort ¢f crime: iocal price
fixing or market aliccation deals. Tip-off for a com-
pany that such a study is under way wili be who
comes calling to poke through company files. In-
vestigators from the department’'s seven regional
citices will be looking for local infractions; agents
from Washington will be involved in broader cases
like this week's attack on AT&T.

Antitrust Chief Thomas E. Kauper has been inter-
ested in price-fixing all along. But President Ford's
pledge to bring antitrust laws to bear against infla-
tion gave him an opening tc add more manpower {0
the effort.

To guide the regional investigations, Washington
aiticials now are reviewing all pending cases and
ordering unpromising ones closed. They also are
working up compariscns of prices in different mar-
kets. Unusual price patlerns in any area will signal
mvestagators whch companres to 9o after.

Capilal wrapup
Tax-tease: House Ways & Means Chairman Wilbur
Mills's etfort tc restore some of his stature by pro-
ducing & hurry-up tax-reform bili is strictly for show.
The House may pass 2 stripped-down bill cutting
the ol depletion aillowance, tightening, ather busi-
ss taxes, and giving a tax break to lower brack-
s. Bu! cil-state Senaters will {alk it to death in the
nat

'\

nm
L
o
1o

National notes: Lcs Angeies 1s shaping up as the most

iikely site of the 1976 Democratic nationa! canven-

ticn. . . . Electicns analyst Richard Scammon says

the dominant force in this montn's elections was
i

IS
“tear—fear of the $1.98 ice cream cone.”
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By EDWARD COWAN
Special to The New York Times

WASHINGTON, Nov. 25 —
Frank G. Zarb, a 39-year-old
‘Wall Street management expert
who has been shaping energy
policy in recent weeks, was de-
signated by President Ford to-
dey to take on the added re-
sponsibility of heading' the Fe-
deral Energy Administration.

Mr. Zarb, a native of Brook--
lyn .who" is serving his second
tour-of duty in the Government,
will give up his present.job as
an Assouiate Director of the Oi-
fice of Management and Budget
but retain his present addition-
al assignment as Exectitiye Di-
rector of the Energy Resources
Council. - R L s -
| The council, headed by Inter-l, .qopuory  probably in O
ior Secretary Rogers C. B. MOT-g 0 ¢ the Union Message.
P A8 RN Cahmetqlgvel 70 10 My, Zarb's view, aceor@ing
g sy anecey poliy 10 those familiar i s il

sheg oy iminishin, is coun

choices and recommendations :lnegpe::;’; o %‘u ot G 4

Mr. Zarb, who has a reputa-,, . % o chape for the President

Se0n M 8 GARAGE. SV the!an integrated set of recommen
counci] to deliver a set of op-

o Te : !Vticail
tiops to Mr. Ford by the end{dauons AL A1 . S0

of the year that will lead ia
major energy policy declaration

: m;n’v«nm
¥rank G. Zarb

ound and politically practicab-

In his dual cagacity a5 energy

jadministrator and the council'siB

chie! of staff, Mr. Zardb will

stand astride the energy policy- 8

making process. The energy

agency is seen as providing the [

principal staff support to poli-
cy-planning. A director of the

Mr, Sawhill was forced out
because he was ally un-
acceptable to Mr. Morton, who
became head of the new council
in October. Mr. Sawhill said to-
night that he was willing o
continue to serve in the $42.-

A

executive vice president of this
export-financing Federal agen-
cv. For Mr, Zarb, it would have
meant some respite from the
grueling 12-hour davs of 2 two-
het job and more time with his
wife end two children,

Budget Cuts Reviewed

. his
budget hat this afternoon, par-
liciating in a White House
meeting with President Ford to
reviess budget cuts for the pre-
sent fiscal year to be submitted
to Cangress tomorrow.

The selection of Mr. Zarh

for an energy job, A L
wheni the mewly c"eat!;?r oll.-i?-
locxd_on office wes floundering

Mr. 245b's views on -

issues ‘are not a matter of re-
cord, and that is not Hkely
chenge soon. He believes tha
Presidential staff aides should
keep their preferences out o
the public domain.
Neveriheless, those who
know him say that Mr. Zarb is
basically conservative but more
pragmatic than ideological, He
15U od to favor a higher
gasoline tax but would readily
abandon the idea and search
for an if it became clear that
Congress wouldn't go along.

B v
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Energy chief
choice holding

By Robert Young

Chicagn Tribune Press Service

WASHINGTON—F rapkG.
Zarb, the White House choice
to take over as head of the

troubled Federal Energy Ad-
mipjstration, is holding out for

firm assurances that the once-
influential agency will regain
policy-making power, sources
report.

Zarb, 39, is now the Office of
Management and Budget's as-
sociate director for natural re-
sources, energy, and science.
A few weeks ago, when the
White House thought it was all
sel with a new FEA adminis-
trator, Zarb was promised an
appointment as deputy to the
president of the Export-Import
Bank, Zarb is a former Wall
Street investment banking
firm executive.

BUT PRESIDENT Ford's
nominee for FEA head, Ar-
drew E. Gibson, withdrew
aboul Two weeks ago because
of an uproar over his past con-
nections with oil tanker mter

“You'd never believe the
White House pressure on Zarh
to take the FEA job,” an OMB
associate reported. “He really
doesn’t want it, What he wants
is the Expon-lmport Bank and

a decision until he talks with
Ford this week. Meanwhile,
the sources said, he is “‘negoti-
at- .n

THE NEGOTIATING, i
was learned, amounts mainly
to Zarb's insistence that be-
fore he seriously considers
taking the FEA post he must
have the President’s personal
assurance the agency will
have policy influence .in thel
administration’s
setup and that al some point
in the future, he will get the
Export-Import Bank job,

Ford probably will resolve
the situation soon after return-
ing from his foreign trave
Monday. The President is ex-
pected to meet with Zarb this

One source acknowledged
that Zarb has the White House

“‘over a barrel.” John C. Saw-
hil was fired as FEA adminis-
trator nearly a month ago but
is still on the job, having
agreed to stay umtil a replace-
ment takes over.

THE WHITE HOUSE Is red-
faced from the Gibson fiasco,
the source commented, and
Sawhill’s staying around so
long after he was fired is add-
ed embarrassment.

Zarb would be the FEA's
third administrator in the year
it has been in existence. Wil-
liam E. Simon ran the FEA as
a powerful policy-making and
administrative agency during
last winter's energy crisis,
then was named treasury sec-
retary last spring. Sawhill, Si-
mon's FEA deputy, took over.
Sawhill had worked for OMB
and Zarb took Sawhill's job
there. Zarb belped Simon and
Sawhill organize FEA,

all o
he new cabinet-!ew} nergy
Resources Council. The FEA
administrator is a memlier of
the council, but the agenc
influence in energy polic;
been waning, Reportedly, Mor-
ton prefers conflining FEA (¢
petroleum allocation and pric-
ing, drafting energy recor -
mendations for the council's
consideration, and running vol-
untary energy conseryztion
programs,

Zarb already is execu!i
rector of the Ener
sources Council and
would held both johe
takes the FEA appoints<n
He is insisting, associate
port, that as FEA admi
tor he would have an effective
voice in national energy poh
cies and not be “run oye:" b;
Morton.

The interior secretary was
instrumental in the President’s
firing Sawhill. Morton later
admitted congressional elec-
tion politics were involved,




' tion as @ manager, expects

ImaJor energy [ pohcy declaramon Conlmued on Page 21, Columa 3f‘

For, Mr. Zarh, Lhe announce- i

ment signaled a change of
plans. A few weeks ago, he had'
accepted the invitation of W11(|
liam J. Casey, the head of the
Export-Import Bank, to becore |
executive vice presndent of this
export-financing Federal agen-i =
cy. For Mr. Zarb, it.would have .‘.
meant some respite from the o i
grueling 12-hour days of 2 two- '3
hat job and more time with his
wife and two children.

B:udget Cuts Reviewed

Mr. Zarb--weorewore his
hudget hat this ‘afternoon, par-
ticiating. in a' White - House
meeting with President Ford to
review budget cuts for the pre- |
sent fiscal year to be submitted
to Cox‘)gress tomorrow. }'"

" The selection of Mr. Larbw
came . as no surprise. Mr. 7arb»
had- been tapoed once hefere!
for an energy job. A year ago,
when .the newly created oil-al-
locatidn office was flounderiag
4 under: the direction of.a Navy,
admiral, Mr. Zarb "took over
N during a transitional period. His
reputation as an effective, re-
sult-oriented manager and hisi
most recent assignment in enec-|
gy policy-making all made him
a likely choice for the job of en-

d ergy administrator. *

It will be a less domandnga
job for Mr. Zarb than it was for
Mr. Sawhill and his predeces
sor, William E. Simon, because
the agency's allocation of oil
and gasoline has been curtailsd ©
ac supplies have increased.
However, another Arab embuir
go would produce a shortage 1o
less acute than last winter’s, %
4 As Mr. Morton's energy chief +
. 4 of staff, Mr. Zarb will be wres-| |
» tling with such policy questncms‘
as whether the President shoulr |
recommend an increase in the
Federal gasoline tax, how 1a-|
pidly the Government should|
leasa offshore lands for drilling, |
whethar to codify oil-price con-|
{ trols .or adopt 2 single, con-|
1 trolled price for all oil, includ-|"
ing the now uncontm}led whe- ||
ther to put a ceiling by voluru 1
| or dollars, on oil imports: thel

_! 1 merits and demerits of legislat- i
resignation of Mr. Sawhill, an- {45,005 oojine - efficiency ~ stan-.

other financial executive "who! - darde or goals for cars and tas]
joined the Odftfyxcte aolf] N]I:nfgglest credits for insulation of exist
g;le;}mz;r;dmfi(x mlele'fot e energy | ing houses, to cut down on,
j e ioceeded Mr.| heating and coolig, and hov
g:\lsmﬁhas the ;n‘an who re-| | ‘° ]encouragav developrient of ib
coa -
views the budgets of energy| L
88 and scientific agencies. Mr, Zarb's views on th(-vl
Mr. Sawhill was forced out | issues are not a matt?r olf 1e
because he was personally un-: cord, and, LhatHls golt ike xﬁtn
ble to Mr. Morton, who | change spon. He believes thal
§§§§pmt§ hgxd of the new council | 4 Presidential staff aides should[
in October. Mr. Sawhill said to- f i‘}fee u%’?ffd gﬁr;ii;re?ces out of
night - that he.was willing to 3 P
continue to serve in the $42,- 15 Nevertheless,  those \who
500-a-year job until Mr. Zarb know him say that Mr. Zarb is|
gnf«rmej or at least unbl' 4 basically conservative but more||
Fou €1 pragmatic than ideological, He!

e en ol’ h il is understood to favor a higher,
: ' -asoline tax but would read |
abandon ihie idea and seaich
for an if it became clear that|
{_nngress wouldnt go along.

F ord Selects a Manager
To Head Energy Agency

I

By EDWARD COWAN IT

- Special to The New York Times 1
WASHINGTON, Nov. 25 — -
'Frank G. Zarb, a 39-year-old-
‘Wall Street management expert
'who has been shaping energy
'policy in recent weeks, was de-
‘signated by President Ford to-
day to take on the added re-
sponsibility of heading the Fe-
‘deral Energy Administration,

1
|
i
|

x:ho ec that other a.genmes g
wxll be atked to evaluate.

_Mr. Zdrb's nomination, when
it is:sent formally to the Sen- ;&
ate, will be subject to confirma- | &
Mr. Zarb, a native of Brook-’ tion. THere was no apparent"
Iyn who is serving his second reason night to expect great |

'tour of duty in the Government, - . ; . opposx '
will give up his present job as’ ; ; Bl Presu ably, the Senate Inte-

an Associate Director of the Of- | rior Committee will want to ex-
fice of Management and Budget . amine closely Mr. Zarb's affilia-
but retain his present addition~ g tions. and investments while in
al assignment as E‘(°cut1ve Dx- : e TheNew Yok Times Wall Street. He had been execu-| «
rector of the Energy Resources ~. = Frank G, Zarb- tive vice president of Hayden &
Council. e Stone, Irc., a brokerage and in-

The council, headed by Tnter- " vestment banking concern, Be-

fore _he| returned to govern-|
ior Secretary Rogers C. B. Mor-, ment- in}July, 1273.. Earlier, he |
ton, is a new Cabinet-level in-

served the Nixon Administra-}
iteragency body that is sup- 0l tion as an Assistant Secretary
iposed to shape energy policy .

of Labon g
.choices and - recommpndatlons 'Larher Nomination
ifor the President.

bl ey \Poor confirmation prospects i

| Mr. Zarb, who has a reputa- lparamount Hpar L““‘ba“d his SENE 104 the White Houss to change |

‘he"oo is to shape for the President its mind earlier this agern

an integrated set of 1e-o~v~me1-’ S . Lout Mr. Ford's announced in-

'dations. that are 31V‘L‘Ca”y ! S8l tention to nominate Andrew J. |

Gibson to succeed John Saw—
hill.

Mr. Gibson, who had been.

Maritime Administrator, subse- 1.

2 quently accepted a posmonL

A with :an oil-tanker company

that pays him an annuity of t

|

in January, probably “in - the u
|State of the Union Messagz. o}
| In 3= Zarb'sviess, according il
Ite tnose familiar with his t}‘mk-
[mg, diminishing tmv cot_n try’s
dependence cn eil imperts is cf §

fcounci! to deliver. a set of op-,
itions to Mr. Ford by the end,
tof the year that will lead o al

i

$88,000 a year, a fact unknown
i t0 the White House when Mr. |
Gibson was. hurriedly selected.
The haste arase from Mr.}
Ford’s decision to ask for the
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Spe"edj"??‘; g’pprdva;seen -
Y for Zarbas FFA head

WASHINGTON (AP)—The Senate
Interior Committee appears ready to

act quickly and favorably on President

Ford’s nomination of .Frank G. Zarb to

head the Federal Energy Administra-

ton. ; SRS ok
“We've had . zood relations up here
with Zarb,” chairman Henry M. Jack-
son, D-Wash., said Monday. “‘There’s
no question about his professional
ability.” . ¥ ;
Jackson added that ‘“‘unless some-

%

thing unforeseen happens," Zzrh would

be confirmed by the Senate before the
end of the year. By
- Andrew E. Gibson, Ford's first
choice for the job, was. forced to
withdraw after disclosure of an $380,000
salary settlement from an ojl shipping
firm he once headed. Zarb also comes
from a petroleum background. He
formerly worked for Cities Service.

 In amouncing Za:h's  nomination,
the White House said Zarb had passed
all his FBIL checks and  security
clearances as well ag conflict-of-interest
probes. '

If confirmed, Zarb would succeed
John C. Sawhill, who resigned under
pressure in a dispute over energy

policy. Sawhill had been the chief
administration proponent of energy
conservation and reportedly  had

angered the President with his state-
ments favoring a tax increase oi
gasoline,

Sawhill has been continuing to serve
as head of FEA until a successor can
be confirmed. :

Sen: Clifford P. Hansen of Wyo-
ming, the committee’s second ranking
Republican, called ihe Jd-year-old Zark
‘“an excellent nomination,” although he
said he has never had any personal
dealings with Zarb. The nomiiee
currently is. the associate director of-
the Oflice of Management and Budget.

Other committee members, includ-

-ing Sen. J. Bennett Johnston, Jr., D-

La., and James Abourezk, D-S.D,,
declined comment, saying they didn't
know enough about the nominee., “He's
pretty much an unknown commodity,”
a committee staff member said.

The staff member added that
hearings probably would be held next
week and would take only one day to
complete. )

Zarh, a native of Brooklyn,  N.Y.,

came to Washington in 1971 to joun the
Nixon adminisivation as an  assistant
secretary of Labor. Commitiee sources

- described him. as ‘“Jairly competent,” |

“straight forward,” and a “non-sub-
stance guy concerned ahout  the
procedure ior working a problem out
without getting anybody mad.” '

Zarb's chief expericnce in energy
Imatlers, one source said, has beeq in
setting up the old Federal Frnergy
Oifice, which was created. during last

year's Arab oil embarzo. That office is

a predercessor to the present FEA.
Ford regards the post as heing
“most eritical to the development and
implerrrentation  of national energy
policy,” . according. 1o White
press secretary Ron Nessen.
After "his work for Cities Service,
Zarb entered Wall Street and was
executive vice president and chairman
ol the execulive cominiltee of Hayden

Stone, Inc., a New York brokerage

firm, before jnining the Nixon adminis-
tration jn 1971. ]

—AP Wirephoto

Frank G. Zarb . . .
. .. named to encrgy posl
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THE NEW YORK TIMES, TUESDAY, NOVEMBER 25, 1974

N ommee as-Federal Energy Chief

" By SHAWN G. KENNEDY
Spevial to The Naw York Times

" WASHINGTON, Nov. 25—
“Frank can get a job done.
He is an organizer. He's a
manager. There is nothing
complicated about it, he just
does the job,” said an asso-
ciate, echoing the
words of others
who have worked
for and with
Frank G. Zarb.

Man
in the
News

Today, President

Ford turned to Mr. Zarb to
“set a' job done” in one of
the country’s major struggles

—the energy crisis——naming
him to succeed John C. Saw- -

hill as administrator of the
Federal Energv Admmlstra-
‘tion.

Mr. Zarb has been Associ-
ate Director of the Office of
Management and Budget for

sciencé, energy and natural -

resources, a post he will re-
sign.'He has also been serv-
_ing as Executive Director of
' the Energy Rescurces Coun-
cil, a Cabinet-level position
he will retain. ‘

“He will be the one to see
on energy,” a Government
energy official said.

Mr. Zarb was recruited for
the Nixon Administration in
1971 from the New York in-
vestment banking concern of
Hayden Stone, Inc.,, now
Shearson Hayden Stone, Inc.,
where he had been in
charge of
“back office”
operations.

Earlier, in 1970, he was in-
strumental in the successful
merger of Cogan, Berlind,
Weil & Levitt and Hayden
Stone, The former, a small
firm, took over Hayden

or internal

Stone, a much larger concern -

lGeorge Shultz,”
the . company’s

Frank Gustav Zarb

that was [ailing, mainly as a
result of mismanagement of
its “back office.” Mr. Zarb’s
operational abilities smoothed
the way for the transforma-
tion.

“Frank made it possible
for a minnow to swallow a
whale,” said a former asso-
ciate at Hayden Stone of the
merger.

The Nixon Admmstratlon
apparently wanted to make
use of Mr.
ment talents. In 1971 he was
named Assistant Secretary of
Labor, and one of his first
‘assignments was to examine
the regional structure of the
Labor Department and to

.make recommendations on

how it could be run more
effectively and efficiently.

In. 1972, Mr. Zarb rejoined
Hayden S*one as executive
vice president and chairman
of the company's executwe
committee.

But ia July, 1973, he was
coaxed back to Washington,
by Gearge P. Shultz, who had
been his superior as Secre-

" tary of Labor.

For Mr. Zarb the decision
to return to the Government

iransition of the new energy
research and development
administration.

During the height of last
winter’s energy crisis, Mr.

- Zarb acted as Assistant Ad-
+ ministrator of the Federal

Zarb’s manage- |

was a difficult one. At Hay-"

den Stone, he was eaming
$110,000 a year and his fam-

ily was settled in a home.
they had built on Long

Island.
“The cutting - edge waz
Mr. Zarb

said recently. “He appealed

to me, and his wife talked to

my w1fe

‘Among his responsibilities 1
[

Budget was the overseeing of| -

at Office of Management and

the budget for all Federal en-
ergy programs. Recently he
headed a White House comi-

““His

“ tor who

.B.B.A.

-Energy Administration’s Op-

eration and Comphan(‘e Di-.
vision.

An assocxate at the Feder-
al - Energy Administration
said he believed Mr. Zarb's.
strengths would offset what
he considered to have been
Mr. Sawhill's weaknesses.

“While Sawhill weighad
the pros and cons of a prob-
lem philosophically, Zarb is
more pragmatic,” he said.
solution tend to be
based on those with the low-
est  political  economical
costs.” )

Mr. Zarb is known as a
hard worker, an administra-
“works two hours
for every one” that he asks

~ of his employes and aides.

Frank Gustav Zarb was

. born in New York City on

Feb. 17, 1935. He received a
degree from Hofstra
University in 1957 and an
M.A. degree in 1961, also
from Hofstra. o

The medium-built,

dark-~
haired Mr. Zarb is married to
the former Patricia Koster
‘and they have.two children;
# daughter, Krista, 14-years-
old, and a son, Frank Jr., 12,

mittee that worked on the K




The FEA gets a chief
with top-level clout

Frank G. Zarb, nominated this week as
the new chief of the Federal Energy
Administration (FEA), agreed to take
the job only after President Gerald R.
Ford personzlly assured him of direct
access to the Oval Office. Zarb’s prede-
cessor, John C. Sawhill, never enjoyed
that kind of zccess and, in frustration,
began advocating policies, such as a
higher gasoline tax, without White
House clearance. He was ousted for his
independence.

The controversy over the nomination

relaxing environmental rules to save energy.

of Andrew E. Gibson is still so fresh
that Zarb will not spell out his plans for
the FEA in advance of confirmation
hearings. But one indication of his
views on energy comes in an as-yet-
unannounced White House decision to
support the Environmental Protection
Agency's requirement that all coal-
fired power plants have stack gas
scrubbers.

The 89-year-old Zarb acted as a med-
iator in this controversial decision. As
associate director of the Office of Man-
agement & Budget (0MB), specializing
in both energy and environment, and
as director of Ford's Energy Resources
Council (ERC), Zarb helped turn around
White House and Cabinet opposition to
the scrubbers, which most utilities
claim are ineffective. The best that
power companies can hope for now is a
delzy in installing them. Zarb’s role in
this case suroests that he may not fa-

vor much relaxation of environmental
standards to gain flexibility with
energy supplies.

Another money man. Zarb, whose confir-
mation by the Senate is likely, will be
the third FEA administrator with a fi-
nancial background. Treasury Secre-
tary Williara E. Simon, first head of the
agency, was a Wall Street investment
banker, and Sawhill was vice-president
of Commereial Credit Corp. Zarb was
executive vice-president of Hayden,
Stone, Inc., before joining the govern-

ment in 1971 as Assistant Secretary of |

Labor. He moved to the 0MB to work on
government reorganization, later tak-

ing over scientific, environmental, and |

energy affairs.

He has a penchant for long hours
that will come in handy at the FrEA.
Energy officials involved in last win-
ter's crash program to deal with the
Arab embargo say that the next three
or four months will be just as difficult.
“Zarb will be faced with finding a deli-
cate balance between limiting encrgy
growth and increasing oil production,
and a storm is brewing in Congress
over energy policy,” says one former
FEA official.

Zarb: ‘Morton and | see eye
to eye. No single agency
can do the energy job alone’

Last December, Simon asked Zarb to
leave the OMB to organize the FLa's
complex fuel allocation program. Zarb

stayed Jong enough to help settle the |

truckers’ fuel strike. Associates also
credit him with putting together the

suceessful legislative strategy that led |

to the creation of the Energy Research
& Development Administration which
will oversee the government’s energy
research. He also played a leading role
in hammering out a crude-oil equal-

ization program that will make smaller |
oil companies more competitive with |

major ones.

When Interior Secretary Rogers !

C. B. Morton named Zarb executive di-

rector of the ERC, Zarb promptly |

stressed a team approach, making sure,
for example, that the FEA would be in-
volved with the Transportation Dept.
in negotiations with auto makers on
improved gasoline mileage. Zarbh says
he will keep his BERC post if he becomes
FEA chief. "Morton and I see eye to
eye,” he says. “No single agency can do
the energy job alone.” But he wants
the FEA to be a lead agency in recom-
mending and carrying out energy pol-
icies. “The FEA has the only substantial
energy staff in town,” says Zarb.

© Zarb may clash with Morton over

“whether energy conservation should be

voluntary, as Morton prefers, or mau-
datory. For now, Zarb says, "I strongly
feel we need to conserve energy. I'm
keeping my options open.” n
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Ford handed ‘Opli(n paper’

By STEPHEN E. NORDLINGER | The proposals placed before |ers C. B. Morton. Secretary of | cluded such other pos
Warhington Bureau of The Sun |the President were understood |the Interior and Chairman of|lions as an import quota and 2
Washington—President Ford to include short-range CONSET-|ihe Frergy Resources Council: |fuels allocation program and
received vesterday his mest [vation measure;thh eEmphasis o .or “' Zach, head of the'gaso!xne_ratnomng as ways to
comprehensive review to date on volunlary rather than man Federsl Eneriy Adnﬁntc'ra-JFEd“?e 01]1mvports. .
of the nation's energy crisis as'dalory actions. Other possible actions to re-

: tion; Arthur F. Burns, chair- :
sar i addition, the recommen- 8% : 4 . _|duce consumption in the short-
be moved toward proposing  In addition, - ey P , 1sump .
i e | it incorporated long-term, [mar: of the Council of Beonomie ¢/ “HHSIMPION 10 o iiotike

o e b me‘asu.res l? re:‘supp!_v development actions 2dvisers; William E. Simon, shortening filling station hours
duce l_he HAUONE imparts 9 such “as increased production Secretary of the Treasury; and a return to the alternate
crude oil. jof coal in the Weslern states and Russell E. Train, head day fill-up plan of last winter

The President met for three | and a speed-up in the Jeasing jof the Environmental Protec- during the Arab oil embargo,
hours with 14 of his top eco-of offshare oil lands 'tion Agency. The long-run measures to
nomic, energy and environ-| The list of possible sieps 10| Even though the President  conserve fuel Include such
mental advisers who presented | achieve & reduction in oil im- (has repeatedly expressed his| measures as a tax on automo-
an ‘‘oplion paper' outlining ports resulted from a meeling |opposition to an increase in the bile horsepower, encourage-
the various steps that could be|of about 20 advisers, including | gasoline tax, the list included ' ment of more efficient in-
taken to reduce consumption Cabinet officers, last weekend this proposal, which is strongly | dustrial processes and a surtax
and expand the supplies of at Camp David in the Catoctin favored by a majority of his op electricity and natural gas
energy. |Mountains of Maryland. energy advisers. The revenue consumption

Mr. Ford will select some of| Following this meeting, the!from the tax could be used to The list also was said to
the recommendations from his energy pianners drew up the finance an income tax cut as a inciude the oft-repeated admin-
advisers for his State of the “option paper" for Mr. Ford. stimulate to the economy. [istration proposals to remove
Union message to Congress| Those attending the White| In addition, the comprehen-' faqeral price control from nat-
next month. |House meeting included Rog-|sive Camp David report in- tural gas and ease environ-

e mentz! standards to allow an
= incraase in the burning of high
= phur coal by power plants
§ : and greater car exhaust pollu-

tion than present law aliows
for future models.

The energv program is de-
signed to achieve.the Presi-
dent’s goalof redueing, oil im-
ports 1 millien barrels-'a day

next ;autumn from the \level B8
that would otherwise occur, es
tumaled at 6.9 million barrels &
day. This would permit a
sharp reduetion in the“outflow
of oil payments, now $25 billion

a vear,

o

-

L


http:Em'jronment.al
http:increa.ed

i

Editorials

A-16

Washinglon Siar-nms |

MONDAY, DECEMBER 2, 1974

Opinion

“  And Now Zarb

President Ford made a surprising
but, from all indications, a commend-
able choice in nominating Frank G.
Zarb to head the Federal Energy

-Administration. Zarb is widely exper:-

enced in this field, and hardly a better
prospect for the position comes te
mind. Only Zarb himself need worry
about the appointment, for the furn-
over of energv administrators has
been such that few observers can re-
cite from memoryv the names of his
numerous predecessors. He will need
all the luck he can get.

As to the other necessary endow-
ments, ability and vigor, he seems
well supplied with these, along with a
certain vocal restraint that may help
him get 2long in this administration.
In the past, he hasn’t been noted for

-preaching his own version of energy

salvation, which is what brought about
the fast eclipse of his predecessor,
John C. Sawhill. When Sawhill “went,
public”’ on repeated occasions in favor.
of mandatory fuel conservation meas-
ures (including a high gasoline sur-

‘ernment - positions,

tax) he incurred the dlspleasure of the

President and the new overall energy

chief, Interior Secretary Morton.

Still, Zarb will have to be more .

talkative, by virtue of his higher pro-
file, than he has been heretofore as an
energy planner in the background His
new iob will require, in the public m-
terest, a good deal of candor about na-
tional requirements, and even
salesmanship for needed remedies.
But no doubt we shall see less inclina-
tion to run ahead of the White House,
as Sawhill did, in proposing solutions.
Whethe o this is for good or ill depends
on whether the White House itself,
with Zarb's assistance, proposes any
strong soluticns to the energy disar-
ray.

In any case, Ford decided nghtly in

elevating a competent federal energy
specialist to the helm of FEA, rather |

than bringing in some glamor figure
fromz cutside %o serve merely as a
front man. Zarb has displayed a high
talent for management in several gov-
including his

T e

present d1rectorsh1p of the Energy Re-
sources Council, and as the top energy
official in the Office of Management
and Budget. His powers of analysis in
this field are said to' be considerable.
We hope, for the country’s sake, that
he measures up to that estimate. And
Ford must hope so more than anyone
else, embarrassed as he is by having
to withdraw his first choice for the
post, Andrew E. Gibson, whose back- .
ground simply was not checked well
encugh in advance to aveid a conflict-
of-interest issue. Surely Zarb, a for-
mer Wall Street management expert,
has been investigated with sufficient
thoroughness to remove any need for
lengthy delay in his confirmation by
the Senate, We certainly hope =o, be-
cause of his primary role in helping
Ford toc shape an energy program,
presumably for presentation early
next vear. There are grim choices and
grave dangers ahead, as fue! inflation’
saps the economy. and no time to
waste in dealing with the dilemma.
-r:r.‘.v- * w3 AW s om e e
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President Offers a Compromise

OnBill to Regulate Strip M ining %

By BEN A. FRANKLIN
Special 1o The New York Times

WASHINGTON, Dec. 19—The was known- to have urged him

White House said today thatlagain to sign the measure. AnSEeS =

President Ford would agree tojaide to Frank G. Zarb, the new
sign the bitterly disputed Fed-|head of the F. E. A., said Mr.

. eral strip mine control bill if/Zarb had eased his original

Congress would pass 2 com- {recommendation of & veto on
panion bill before adjoummenttha ground that he had been

correcting “its “deficiencies|given & “one-sided briefing on}

Adjournment was scheduled for the issue” by officials of the
tomorrow. % |agency.

Mr. Ford had said as recenfly| Secretary Morton (and Mr.
as Jast Friday that he intendedZarb, among others, spent sev-
tovetomebﬂLThecondiﬁomlemlbmrsconferrmgwithm

e oﬂcwuwtfumnrdbykm?mdthuaftmmmm

ourselves ‘as mu mgton

b :-"Anzonahadaileduponthe
rdmg‘ fo another|President to exercise his veto
spokesman for the l!-‘ord Ad-|by today, at the latest, if he

ministration, Mr. ;! Nessen's|concluded he must do so. This

statement ‘“showed .the em-|would have given ea
peror without any &lothes, be-|of Congress a
cause what he is really sayinglon overriding

: "is that we are confused.” Mr,

T
Rumors that the President{of a
would stick to his wveto an-|which Congress
nouncement, or that he was| session to

Hill, the Interior Depariment,|for 10
hte Federal Energy Adminis-|will die.
tration and other interested
Government offices for the

third day today. ‘I:fere were
widespread reports a strug-

le within the Administration

or the President’s ear.
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‘Poor Boy from Brooklyn’

Moves Into Top Job At
Federal Energy Agency

HEN Frank G. Zarb was nomin-
ated to head the Federal En-
ergy Administration a few

weeks ago, congratulatory telegrams
and letters poured into the office of the
39-year-old associate director of the
Office of Management and Budget.'
Among the bouquets of praise was one
of another kind—six long-stemmed red
roses, accompanied by a note from
American Indian spokeswoman LaDon-
na ‘Harris. *“Congratuiations!” she
wrote. “But what are we ever going o
do without you at OMB?"” )

Not many Washington bureauncrats
recelve bouguets of any sort ‘these
days, especially from groups with
long-standing grilevances against the |
Government. Bui Frank Gustay 2Zarb
has built an unusual reputation for
himself in less than three ‘years here—
& reputation as a politically savvy ad-
minigtrator who is both sensitive and
tough. The combination, says more
than one observer, makes Zarb “‘a
perfect candidate” for Federal Energy
Administration (FEA) chief, one of
the most politically sensitive spets in
the Federal bureaucracy today.

“Watch for Things to Happen’

With the Senate last week confirm-
ing Zarb as President Ford's choice
to succeed the ousted John Sawhill, the
problems of dealing with- the nation's
limited energy resources now fall fo
a man known for almost an excess of
energy. Zarb, who gave up a $110,000
job on Wall Street to take a $38,000,
high-pressure, critical Government
job, seems to have a penchant for 14-
hour days and a talent for cutting to
the heart of issues, resolving political
“turf fights,”” and getting things done.
‘““When Frank's around, things hap-
pen,'” says a former colleague. ‘‘Watch
for things to happen in energy.”

Zarb worked long and hard to get
where he is today—but doesn’t appear
certain that's where he really wants
to be. There's little doubt, though, that
he's proud of the distance he has trav-
eled since he was “just a poor boy
from Brooklyn,” as he puts it, and
that much of what he learned in those
early days has become part of his
political style.

By Barbara J. Katz
FrOM WASHINGTON, D.C.

The *40s in Brooklyn

Zarb, a dark-haired, medium-built
man with deep-set piercing blue eyes,
leans back in one of the colonial
chairs in his brick- and wood-paneled
den snd talks intently, If a:litile re-
luctantly at first, about what life was
like back in the '40s in Brooklyn. *It
was & different kind of life from what
these characters have known," he says,
affectionately tossing peanuts at his
children, Krista, 14, and Frank, Jr., 12
‘‘We @idn’'t have much money, but we
learned what life was like at a young
age, and we got to know a real mix
of people.” He surmises that what
ability he has in dealing with people
today stems from "those days growing
up on the outside looking in,

His immigrant father was born in
Turkey, although the family name has
been traced back to the island of Malta.
His father worked as a refrigerator
mechanic, and son Frank brought in
extra money delivering groceries and

taking other odd jobs. In “true family -

tradition,” Zarb says, he went to a
vocational high school with the aim
of becoming a mechanic—an gairplane
mechanic. But In his senior year, a
teacher convinced him to try something
else—college.

Zarb did earn a business degree
from Long Island’'s Hofstra University
in 1857 with the help of scholarships
and part-time jobs. His leadership abil-
ities and knack for working with peo-

ple were noticeable even then, recalls
Harold Lazarus, one of Zarb’s pro-
fessors and now dean of the business
school, When he was student-council

president in his senior year, be alsp

held 2 paid job in the school adminis-
iration, as co-ordinator of student ac-
tivities, “Frank was the fellow who
if you wanted something to get done,
he’d get it done,” says Lazarus. *'He
wasn't a threatening person, though.

You knew he was ambitious, but you |

felt his ambitions were going to help
ym'll

scholarship

was ambitious 'too. She was student-
council vice president while Zarb was
president. “I tell people I had to mar-
ry him,"” she laughs. “If I couldn't
beat him, I had to join him."

- After Hofstra and a tour of Army
duty, Zarb got his first taste of work

in the energy field. While earning his
master’s degree In business adminis-
tration at Hofstra &t npight, he -be-
came a management trainee at QCities
Service Oil Co,, learning  the grass-
roots operations of the business, even
Pumping gasoline, and eventually mov-
ing into the industrial-relations depart-
ment.

Zarb moved over to Wall Street in
1962, beginning what some persons now
refer to as his ““meteoric rise.” “T
have to laugh when I hear that,” Zarb

- Says with a-trace of hitterness. “A

lot of people rise quickly on Wall
Street. What they're really saying is
that unlike most people an the Street,
my dad didn’'t belong to one of the
firms, I hadn't gone to the ‘right’
schools, didn't come from's wealthy
family—so I didn’t have the normal
political base.”

Despite his absence of a “political
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base,” Zarb moved up the Wall Street [

ladder, developing his reputation &s &
tough-minded manager because of suc-
cesses in setting up and expanding
“‘back office’”’ operations—that part of
a brokerage firm handling customer ac-
counting and securities processing.
Some Wall Streeters, though, question
whether Zarb was really that effective
an administrator. They note that less

than two years after Zarb left his first §

investment house, Goodbody & Co., the
firm collapsed, partly because of back-
office problems. But Zarb's former
bosses say the firm's collapse was
more related to problems with capital
than back-office operations, and that
Zarb's department was functioning
smoothly when he left.

At the very least, some Observers
note, Zarb is “‘politically sireetwise."
“"He can see the handwriting on the
wall,” says one industry source. "If
he ever leaves FEA, you'll know we
won't have any energy for the next 25
years."

A Job at Labor

If Zarb does have any weazknssses
that showed up on Wall Btreet, says
one former associate, it's that ‘‘he
relies a liftle too much on assurances
from his people that everything is okay.

Because he tends to develop personal
relationships with people, he continues
to rely on them.even though his tech-
nical expertise should tell him to look
elsewhere.” Other colleagues disagree
with that assessment.

It was Zarb's management abilities
that the Nixon Administration wanted.

In 1971 he was named assistant
Secretary for administration in the
Labor Department, which be helped de-
centralize under President Nixon's
“New Federalism.” “It was a difficult
job,” recalls Laurence H. Silberman,
7zarb’s superior at Labor and now
Deputy Attorney General. “But Frank
did it in a fashion that muted the
inherent antagonisms."

After a brief return to Wall Street,
Zarb was once again lured back 1o
Washington, this time as an OMB exec-
utive. He moved through a succession
of jobs there, leading to his current
dual role as associate director for
science, energy and natural resources,
and executive director of the Energy
Resources Council, a new Oabinet-
level body charged with shaping en-
ergy policy recommendations for Pres-
ident Ford. (2arb will retain his coun-
cil position while heading the FEA.)

»

Envey to Indians

Zarb also developed a reputation at
OMEBE as an effective trouble-shooter—

¢ someone who could be sent off on just

about any Government assignment and
produce results. Interior Becretary
Rogers C. B. Morton, for example, has
come to rely on Zarb as his interme-

¢ diary with Indian groups around the

country. And during last winter's oil
embargo, Zarb helped set up the FEA™S
operations-and-compliance division.
Zarb helped reselve the {truckers’
strike, for which he recelves excep-

tionally high marks from the truck-
ers.

As Bill Hill chairman of the Truck-
ers Unity Committee, put it: *“Zarb
wasn't a typical Washington bureau-
crat. He was & guy who could roll
up his sleeves and bring himself down
to the Jevel of a trucker, He seemed
to have real insight into the problems
of onr people and to understand what

it was H&e to llve in good old Pitts-
burgh next te the steel mills.” g
Some men who have worked with
Zarb both on Wall Street and in Goy-
ernment guestion the scope and depth
of his imowledge of particular prob-
lems. But WMahion Frankhauser,

for the FEA job: someone who can
work with different egos, agencies, |
viewpolnts, and interests.”

Zarb won't say much yet about
what speeific policies he hopes to carry |
oul at FEA, but his current mission, he
says, is 0 help the President formulate
a2 new mational energy policy, which
will be announced next month. Zarb
says he personally hopes that the coun-
try can be free of dependence on other
nations’ oil by 1985 and that comserva-
tion measures can achieve 8 drastic
reduction in consumption by 1877. Like
President Ford, Zarb says he doesn't
think “‘we've really done enough to
meake voluntary conpservation work,”
and would like to see "B Teal massive
campaign to explain things to the
American people before going in for
mandatory measures.”’

'»4"1 .
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Relaxing With Wallpaper
Week-end work sessions and 70-hour
work weeks have cut heavily into
Zarb's personal life. He obviously en-
joys his home life with his wife, chil-
dren, and three dogs, but he doesn't
have much time for it these days. The
family hasn’t taken a vacation of more
than a few days at a time for years:
there's almost no time for reading any-
thing other than newspapers and maga-
zines; and about the only recreation he
gets is wallpapering the rooms in the
two-story colonial home the family

.bought recently in suburban McLean,

Va. “I get home about 10 and put up
one roll a night,” he laughs. “It's my
therapy."

Why does he work so hard? “In
Government you drive yourself because
there's always more to be done than
you can possibly do,’” he explains, “and
the urgency to get things done seems
so critical.” Is that all? ‘“Well,"”” he re-
plies thoughtfully, puffing on his pipe,
“maybe it goes back to my early back-
ground. You know, I always had to
work g little harder than most of the
people around me—at Hofstra I'had fo
earn my -tuition, on Wall Btreet I had
no automatic launching pad, You just
don't give up ingrained traits Hke that.”

Bome who know Frank Zarb say he
really didn't want to be FEA admin-
istrator now. He had, in fact, accepted
an offer to become executive vice presi-
dent of the Export-Import Bank just a
few weeks ago—a job that would have
meant more normal hours, more time
with his family, ‘and travel abroad.
“But -when you get cells from the
President, from [SBecretary of the
Treasury] Simon, from Morton, and a

0'«‘ h

o

note from [Secretary of state] Kissin-
ger, you n;ally can't say no,” com-
ments an aide who suffered throu
decision with him, ki
Zarb himself will, 83y .only that
"ansr a few conversations wit.}t,: peo-
ple,” he finally decided the FEA was

‘t:he place to be for the next few years.

And besides,” ‘he says, shrugging his
sl_)ouldex"s and taking his pipe out of
his mouth, “it should be fun.’*
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When you place the
whole burden on gas, j
you're being unfair
geographically and
to various segments
of the economy.']

know it’s popular to
say ‘take it all out

of gasoline and out
of the motorist,”
but the notion just
doesn’t hold up. And
it doesn’t get the,
whole job done.".
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FEA’s Zarb:
time for
action on
energy

In an exclusive interview
with Service Station
Management editors,
Federal Energy Ad-
ministrator Frank Zarb’
said U.S. must achieve
energy independence.
Stern measures are
needed, but he empha-
sized that the whole bur-
den should not be on
gasoline

(Photo at right) Frank Zarb, left,
discusses energy problems
with Service Station Manage-
ment executive editor Don
Smith

Editor’s note: SSM is featuring a se-
ries of reports that reflects the
thinking of people in and out of
government on our nation’'s en-
ergy problems. This month we pre-
sent highlights of a March inter-
view with FEA head Frank Zarb.
This discussion of the Administra-
tion’s belief that by the end of 1977
we should cut imports 2 million
barrels of oil daily is particularly in-
teresting in light of a proposal now
being submitted to government of-
ficials by a special energy con-
servation committee within our
service industry. This proposal
suggests ways the country could
save 1 million barrels of gasoline
daily — chiefly through a system of
engine tune-ups and vehicle in-
spections on an annual basis.

It is 6 p.m. in the Nation's Capital.
The setting sun steadily pushes a
gray shade line up the Washington
Monument and federal com-
muters clog the Potomac River
bridges in retreat to the suburbs.

For Frank Zarb, the work day is
only two-thirds over. The Federal
Energy Administrator braces a
foot against his desk, tilts back in
his chair and tells Service Station
Management that unless the U.S.
cuts oil imports 2 million barrels a
day by 1977, Americans could
face astronomical gasoline prices
and a disastrous oil embargo.

In fact, it is Zarb's opinion
that any continued ignoring of the"

energy problem by the country could
lead to a situation where "an
embargo in '77 as effective as the
last one would have twice the
impact. It would bring Los Angeles
County to a halt, three-quarters of
the service stations wouldn't open
their doors and another 700,000
people would be out of work.”

National policy needed

But before any safeguards
against a doomsday embargo
can be devised, the Ford Adminis-
tration and Congressional Democrats
must hammer out the grillwork of a
national energy policy. And, as both
sides grope warily for a compro-
mise, the only certainty is that .
gasoline prices wili rise and demand

“will fall. Depending upon the out-

come of negotiations between the
White House and the House
Ways 2nd Means Committee, the
pump price could rise from 10¢ to
40¢ a gallon.

‘In order to reduce dependency
on imported oil, the Administra-
tion seeks a $3 a barrel tariff on
imported crude oil ($1 is already in
effect, withthe remaining $2 post-
poned by President Ford until May
1). Ways and Means Chairman Al
Ullman's (D-Ore.) plan calls for a
gradually reduced quota on imported
oil combined with a gradually
increased tax on gasoline.

Ullman’s plan would slash oil
imports 1 million barrels a day by
'77 — just half what the Administra-
tion is aiming for. And, despite the
rhetoric of compromise, that million

(continued on page 22)
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FEA's Zarb

(continued from page 21}

barrel-a-day difference may be a
sticking point. -

"It would create inordinate eco-
nomic disruptions. My view is that
this nation can't afford to put itse!f
in that position, and it doesn't
need to. It's going to be tough, but
not all that tough. And we can do it,"
Zarb believes.

Zarb feels that the use of
quotas ‘‘to get the full job done”
runs the risk of shortages and a
return to “severe allocations.”

In the Administration's view, a
quota system is equivalent to a
self-imposed embargo. “You
remember the last time around,” Zarb
_ remarks, "we had just gotten to
the point of equitably distributing
supplies” when the embargo
was lifted and the allocations
ended. “Some states really hadn’t
yet been affected. So there are
stili many parts of the country that
still don't know what it was like.”

Uliman's gas tax plan would soften
the blow somewhat by a form of
coupon rebates. Each motorist
- would receive coupons equal to
the tax on nine gallons of gaso-
line. But coupons smack of rationing
and President Ford has asserted
that — unless a dire emergency
develops — rationing would
occur only “over my dead body."

“The idea of putting such a large
tax on gasoline troubles me,”
says Zarb, ‘‘because gasoline is
only 40% of the crude oii barrel.
We've got to save 100% d&f the
crude barrel.

“Besides, when you place the
whole burden on gas, you're being
unfair geographically and to var-
ious segments of the economy. |
know it's popular to say ‘take it all
out of gasoline and out of the mo-
torist,’ but the notion just doesn't
hold up. And.” adds Zarb, "It
doesn't get the whole job done.”

“Everyone would get the same
coupon, right? Well, | have one
neighbor who drives a short dis-
tance to work and another who
drives a iong distance. The fellow
who drives the long distance makes
a heliova lot less than the one who
drives a short distance. Now,
where's the equity in something
like that?"

The White House is willing to "tilt”
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towards gasoline for the first
three years, explains Zarb “and
then phasc¢ out so thal there's
parity. But every?ector has to
share in this, not just gasoline. We
have tc have energy efficiency
across the board. Hard decisions
are going to have to be made by
plant managers, equipment manu-
facturers and homeowners over the
next 10 years,” he stresses, "and
anything short of that isn't going to
do the trick.

“We have 6% of the world's
population and yet we use 30% of the
world's energy. Something's
wrong!"”

Dealer margins
The White House plan also calls
for decontrol of crude oii prices
later this spring, but the program
does not inciude decontrol of
gasoline prices. Service station
dealers are currently allowed a 3¢ a
gallon margin to reflect increased
non-product costs. But FEA offi-
cials are mulling written industry
comments (with a public hearing
likely) on proposals to revise the
margins. With wages, utilities,




workmen's compensation rates and
other costs of dolng business
sleadily rising, il seems likely thal
an increase in the margin would be
approved.

In the meantime, the National
Congress of Petroleum Retailers
as well as state dealer associa-
tions have complained to FEA of
alleged hard sell pressures from
oil companies. With the government
seeking reduced gasoline con-
sumption and the refiners report-
edly demanding longer operating
hours, many dealers fear being
pinned in a no-win situation.

“We're trying to get the facts
on this right now,”” Zarb told inter-
viewers. “There's talk of pressure.
What kind of pressure? Is it from
one company, or $ix companies. Is
it a case of some middie level
company executive making his
own policy decisions? We're going
to find out pretty quickly.”

(Hours after the interview, Zarb
announced that FEA officials
would meet with dealer groups
and oil company representatives to
resolve the dispute.) . ]

Although the authority to con-
trol gasoline prices expires later
this summer, Zarb is convinced
that Congress will renew the au-
thority.

“If we ultimately went to full
decontrol,”” says Zarb, "‘the compe-
tition of the marketplace would
take over again. But,” 'he warns,
“if we created a shortage through a
quota system, then there's no
doubt that we have to revert to
price controls again — and
tough controls. You'd have buyers
out bidding on higher prices and
Congress would absolutely insist -
on iron-clad controls. And,” Zarb
adds, "Congress would be right
because you can't have a
shortage in our economy and permit

{continued on page 54)

“If we created a
shortage through a
quota system, then
there’s no doubt

that we have to revert
to price controls
again”
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WASHINGTON — The U.S. energy
risis i: worse today than it was be-
197374 Arab embargo, and

of foreign oil might
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rationing within 90

rding to Federal Energy Ad-
ministrator Frank G. Zarb.

Zarb ~md that “everything is going

' in America’s energy
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azr:d at the same time d‘-.rr. I Zarb said also that the United States

' he ﬁam' in an int 2W 'as “price-hostage to the cartel of
€ roducing nations that already have
When Pou ook _:ﬂ their power to increase our pay-
Ban hatire i ts for foreign oil from $3 billion in

3 . We are nov - 0 to 525 billion in 1975."
able to the extent that 33 percent 0 he disputed Treasury Secretary Wil-
our supply _comes from abroad an liam Simon's predunon that oil prices
this soon will rise to 40 percent. : il, that a sustained
“Anather embargo, which we could worid ecor recovery would mean
have at any time, would be more crip-  heavier demand for oil and little incen-
pling than the first.” tive for producers to cut prices. y

w&sx-rmmnﬂ. May 4 (UPY)
—The energy grisis in
‘country is wore now thanitw
country is worse now than
was before ﬂae 3973

the head
Adminis nn. Frank G.
..ald tmy

Mr. Zarb said that “every

World ﬂgﬂﬂ-
up the d

- “We are now vanenble !
the extent that 38 per cent o

lour supply comes from ab
and this soon will rise to

‘per cent,” Mr. Zarb said, mdd

time, would be more cripplin
than the first.”

“The first step [in the Gov-
ernment’s embargo-emergency
plan] would be immediate
wnplementation of a state-by-
state fuel allocation plan with
fairer distribution than we had
the first time around,” he said.
“The most extreme su-.p would
be gasoline rationing."

He disputed the prediction
of the Treasury Secretary,|
Wwilliam Simon, that oil prices |
would fnll saying a sustained
world economic recovery
would mean heavier demand!
for oil and little incentive for}
producers to cut pnces

4, )
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Oil CI‘ISIS

L

Unabated |

United Press International

The U.S. energy crisis is g
worse today than it was be-
fore the 1973 Arab embargo, §

and any new cutoff of for-
eign oil might bring gaso-
line rationing within 90
days, according to Federal
Energy Administrator
Frank G. Zarb.

Zarb said “‘everything is
going the wrong way" in
America's energy equation.

*Production in this coun-

try is declinging, and at the |
same time demand is ris- {

ing,” he said in an inter-
view in U.S. News and

‘World Report. “Imports

make up the difference.

“THE CRISIS, when you
look at the facts, is worse
than 'before the Arab oil
embargo fo 1973-74. We are
now vulnerable to the ex-
tent that 38 pércent of our
supply comes from abroad
and this soon will rise to 40

pe“Another embargo, which
we could have at any time,
would be more crippling
than the first."

In addition, Zarb said, the

United States is a *‘price
hostage” to the oil produc-
ing mations. U.S. payments
_for foreign vil have increas-
ed from $3 billion in 1970 to
$25 billion this year, he
said.

THE UNITED STATES
now has an emergency plan
ready for immediate use in
the event of a new oil
embargo, Zarb said.
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He said the major goal
would be to minimize unem-
ployment that might result
from embargo-caused fuel
shortages, adding that
industries and businesses
generally continued their
conservation efforts after
the last embargo was lifted,
and would be hard pressed
to find new ways to con-
serve.

“The first step would be

immediate implementation§

of a state-by-state fuel allo-
cation plan with fairer dis-
tribution than we had the
first time around,’” Zarb
said.

*The most extreme step,
if necessary, would be gaso-
line rationing. We have a
plan for that, which could
be fully opcranonal within
90 days "

OIL TMPORTS fell off
sharply in the first three
monzhs of 1975, but Zarb

the trend would re-
e itself as the nation
pullswtofrecessmn :

He disputed Treasury
Secretary William Simon s
prediction that oil pnm
will fall, saymg a
world economic recovery
would mean heavier de-
mand for oil and little
incentive for producers 1o
cut prices. 3

The only way to get
Americans to reduce con-
sumption, Zarb said, is to
increase the price. He sai
administration plans would

boost gasoline prices about |

15 cents a gallon and would
add 6 to 8 cents a gallon to
otherpemleumpmducts

CONGRESS® and
administration have agreed
in principle on many specif-
ics ol an energy plan, in-

nergy products
blocked by a debate over
how far and how fast to go
in raising energy prices and
cutting consumption.

“‘We in the administration
feel that by the end of 1977
this country must be using 2
million barrels of oil a day
less than would be con-
sumed if pothing is done,”
he said.
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Energy Impasse: Lack of National Consgz_'zs_us and

Bv DA E. ROS |Edmund Burke : 2 ( :
.\sm“ﬁ?mxgym“;mﬂ \philosophers of representative cently, “because, if they do, |Federation of Labor and Con-

St : ‘they won’t be back here next| ar :
= democracy, voiced that ideal M€Y igress of Industrial Organiza-
WASHINGTON, May 21—The : e ' time. . : > 1
lecision yesterday by theHouse’.Whe", he' told his constituents B e 24 e bmweiitle oflg.t.ézs :gixil;:cl) l;k;x to pl‘zice 2
emocratic leadership to set in Bristol: i idisagreement on energy policy| > Haerans o
mside indefinitely a major piece  “Your represeniative owes'throughout the country can be Diles that get Jow gasoline
of energy legislation, when it'you, not his indusiry only, but seen in the array of lobbyists/mileage, while the United Auto-
appeared that the bill wasihis judgment. and he betrays cn the issue. i ;mobiie Workers vigorously op-
about io be killed instead of serving yeu if hel The Ford Administration pose such a measure.
Niws on the floor of the sacrifices it to your opinion.” 'wants te reduce consumption. . The Administration and
House, illustrates| After he made that speech, of fuel and increase production most ‘Congressional Democrats
Analysis two political axi-lizcidentally, Burke was reject- by raising the tariff on foreigniaccept the idea of placing the
oms that often de-led by the electors -0f Bristol|oil and removing price controls:reyenues from energy taxes in
termine how Con-\ang was required to seek elec-jon domestic il and ‘s trust fund to bé used for
gress works. The first is thatlijoy to Parliament from another|gas, The producers agree with'research and devel
( ?ngre:s uggﬁﬁmgugei borough. Iﬂut plan, but 1;\:;’51 Dbznocmts;m :
Lsiare JONIA SIpIL Representative S8am M. Gib- and- organized lebor believe it| vigorously = de-
the absence of at least & vaguely . P " T T Democrat, may'would be disastrous for the nounced by At estoma S
national consensus on the issue.y oo’ heen more practical. “A |economy. '|genizations.
ong‘]:n;recs tgs.gﬂqg&;b‘m lot of guys who have marginall The unions generally agree! Until tbu:ded Amen 'canthk
. : » - lori Bt T i at ere 18
decisively decl!nﬁf as ~the’ts can’t vote for a gaso-|with the idea of taxing gasolinejare pers
DIVANS S SRS, B RY ot a serbus problem that war-ibe politicel hacks who wers
rants ‘their sacrifice and untilireturned “to office. year ‘&
the iftzrest groups Teach some year “because they dealt well
accard “on the way 1o mlvei'with matters of iocal cones
the epergy problem; it is highly|strong mational leaders coul
unlikgly ‘that Congress will be!muster a majority behind issues
abie 1o iegislate. . fef Jpbroad, national importance,
The Government in a democ- Johnson  or' .
racy, the late Adlai E. Steven-/Sam Reyourn could ‘mobilize
son ‘once said, “cannot -be votes with a emap of the finger,

oped, bit by bit, over the years,
stronger or more tough-minded often & dam -

that a problem existed and that
there was .one best way to

th be wiser than the people.” Z :
The“grinciple that Congress|ferent ‘mold. They tend to be
exists, much less ‘that there becomes less efficient ‘as the|better educated, more self-co
is a best way to solve it. illi

«Gasoline and other fuels are

. one of the great line tax,” Mr. Gibbons said re-|more heavily. But the American 8

seemingly available in abun-
dance. It would be nice if the
United  States could become
“energy . independent,”

as it would be nice i ‘the
country could become “sugar
independent,” or “coffee inde-
pendent.”

But the American people, at
least as 'they are perceived by
members of Congress, are not
willing to pay vastly more to
drive " their cars, to work in
offices without air-conditioning
or to make other sacrifices
1o conserve fuel.

It is, as Representative Al
Uliman, chairman of the
House Ways and Means Com-
mittee, says, “an invisible cri-
sis, and that's why it's so hard
to legislate.”

In theory, members of Con-
gress should be out ahead of
their constituents, leading them

selves may mnot realize
wisest course,
More than 200 years ago,

less axiomatie politically.
In the years when Senatorsiallegiance to consumer groups
and Representatives tended toland other grass-roots move-

ments rather than to politicalithe Senate majority leaders,
machines. And, most important,|said that Congress was simply
they are well-versed in the na-|“going off in too many direc-

tional issues of the day and | tions.

have their own viewpoints that, But ‘there are

applaud the fact that more
“Even if there were 2 strong|voices are heard on major

speaker, I doubt if he wouldjissues, even at the

have been able to ram through/of a lack of decisiveness and,

an energy program,” ‘a long-'sometimes; - inaction.

time Congressional aide says.they ask, weuld bave been the

they want'to press.

There are many in Washing-/result if Congress, for example,
ton who view the inefficacy, had quickiy approved President

unpredictability  and,

Congress as increasingly trouble- tion?

some. They sympathize with] As a staff member who has
an executive who no longerispent years assessing the oper-
knows with whom to desl on|ations of Congress commented
today, “Democracy is the worst

In commenting on the energy({form of Go
impasse today, Mike Mansfield, for any other.”

a given issue.

others

often,|Ford’s request last fall for
immobility of the new-style of/strofg anti-inflation legisla-

t, except

M New-Style Congfss eIayl'ng Acti on Lgislatin

o
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& Ford Energy-Policy Action Likely Soon

. ' {when the Demccratic leader-lergy advisers would preder : A
I:;.EED:\*imlg 52‘;‘12:} {ship in the House deferred until|{set decontrsl in motion. T ey o
WASHINGTON, May 21—iJune floor action on energy|hold that & would be the moreb s :
TG Administraticn officials said to-!conservation. . juseful step because they believe SaEea. -
e 2y that President Ford was| The choice before the Pres-|that higher prices and in-
- = virtually certain to announce ident was described by kev|creased revenues will spur ou
& major energy-policy actionfofﬁctals as follows: to initiate|Ooperators tp undertake specialls
: before he leaves for' Europe by executive action a graduai/efforts to increase production
= on May 28. {phaseout of price controls 'on|from ofl fields now under price®
L The President’s press secreta-|crude. oil, to raise fo’ $2 -ajcontrols. _ :
5 ry, Ron Nessen, indicated as|barrel from $1 the special im-| - However, exhel." the House
; much when he said that Mr..port fee on foreign crude oil,/0r the Senate could stop decon-
- Ford was meeting with senior |or to do both. {trol by a simple ;;3‘ “*.":’C":z
- > economic and energy advisers, After the White House meet-(F=anly, the e fﬁm' ¢
. late this afternoon to discussing, Mr. Nessen said that Mr. chances of surviving such 2
LT = “steps he weuld take if Con-|Ford would meke g decision
] B gress goes home” without tak-|this weekend on the timing -of | .
ing action on energy-conserva-this actions, Another " Adminis-
tien legislation, . tretion solrce uﬁm he
“The nmear certainty of mchiqucsuon was Only ooe of

ing and that both actions were|

inaction by ‘tomorrow -might, i
when both houses of Congress likely, with ;-,tb;- i-g in =t .
are scheduled to begin a 10-day lpmba‘bly to come first. ¥

Bk : -

Mr. Ford’s gconomicanden-

recess, was signaled

)

an autumn price increass

had ranged from 10 per cent,

roughly one dollar a barrel

in ‘the .Persian Gulf, to 25 per
cent, or about $2.50.

? not jeopardize ‘& business re-
covery or ‘mipsrt a sudden
spurt to energy prices.

id. “And
justified by

fectively let. ghe international
oil carte] detempine American
€nergy prices.

Frank G.

gy issues, reiterated in
a statement the Administration
view that the 13-nation

therefor the United Sta
legislation or Presidential ac-

fundamenta] demand - supply
factors. It could just be an
eXercise in monopoly power
by D, PELC™

The Senate .majority leader,
Mike Mansfield of Montana,
expresséd criticism of the De-
mocratic Congress rather like
that belng voiced by the Repub-
lican Administration.

senatar Mansfield told repor-
ters that “the President has
at least presented us with a
program. He's done his share
If there /is any blame to be
attached it's ours.”
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Ford ‘sells’
revised oil -
price plan

Gradual decontrol
for domestic output .

By David T. Cook o
Business and financial correspondent of
The Christian Science Monitor of
nation “‘may return to double-digit inflation
Withminminmemd 2 ”
M : C g.nsolme

significant adverse impact on the economy.
The administration had announced its in-
tention to formally submit the decontrol plan

have a policy discussion”
as a result i i
. 2 based on 2 wvote count” indicati lack of
congressional support for the President's
plan. He said the package would be sent to
(:mm umidwed m“nd M Wiw."
After the decontrol proposal is sent to
Congress, either house has fivé legislative
days to formally disapprove and keep the plan
from taking effect. Existing authority to
control domestic ol prices expires Aug. 31.
In a brief statement, the President agzi
warned Congress that he would consider
vetoing any measure for continued oil-price
. controls which did pot contain a gradial
Mr. Ford told reporters at the White House phase-out of control authority.
that “our economic recovery will continue”
unhampered by the proposals, but congres-
sional Democrats were not so sure.
Before details of the administration plan
were formally released, Sen. Henry M. Jack-
son (D) of Washington called the proposal
“intellectually and morally bankrupt" and
claimed it would cost American families an
additional $50 a month in energy costs and
throw at least 200,800 pecple out of work.




PRESIDENT URGES
DRCONTROL OF 0L

i
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OVER 30 HONTH

~ N
Says Phase-out of Curbs on,

Domestic Prices Would &
Stimulate Production &

FIGHT SEEN IN CONGRESS

Ford Threatens to Veto Any.
Extension of Current Law
if His Proposal Loses 4

- 3

By PHILIP SHABECOFF =
Special 10 The New York Times
WASHINGTON, July 48—
President Ford anmnounced to-
day a plan to remove gradually.
all price controls on domestic

oil over a 30-momnth period. He |

said it was a “reasonable com- .
promise” that would stimulate
production of oil in this country. :

If accepted by Congress, the
President's - proposal  wolld
raise the price of gasoline and
fuel oil by mbout 7 cents &
gallon by the end of the perlod;»
according to Administration
calculations. -

However, Democratic leaders, |

on Capitol Hill, where legisla-
tion to extend thercontrols pro-
gram is now under considera-
tion, say that the President’s
plan is hikely to be rejected by
the House .of Representatives.
The plan will automatically go
into effect unless rejected by
esither house of Congress with-
in five days from “the time it
is sent to Congress by the Pres-
ident, ! 3

NEW YORK, TUESDAY, JULY 15,

1975

' Threat of a Veto

" Mr. Ford, meamwhile, set thé.

-

stage for'a test_of with

L

‘Wwhich -is- controlied

of two and a.half years.

_The increasing price would
give .domestic oil producers, ac-
cording to the Administration’s
argument, - the incentive re-
Guired to develop additional off
reserves within -the -United
States.-

Under the President’s plan,
a ceiling would be placed on




President '_U_rgs Decontrol of Oil Over 30 M onths

i |
Continued From Page 1, Col, 8 When announcing his energyiconsumer advocate, said that| The five-day period during
s e {program in the State of thethe President’s action would Which Congress will be able to
the price of “new. oil .frqn!Umon M:essage last January/mean additional costs averag- reject the President’s plan will
wells that started producing in{Weré no i0Onger appropriate.  {ing $900 a year for each Amer- not begin unti} Mr, Ford sends
or after 1972, That ceiling! However, the President and jcan family. his proposal to Capitol Hill
would be the price of uncon- S aides did not makes any| According to Administration Among other things, Mr. Ford's
trolled domestic crude ofl - in‘specxﬂ_; new proposals today calculations, the President’s de- delay means that Congress will
ary, 1975—$11.50 2 barrei'ro.r rgr;‘mds to consumers or for control plaﬁ would mean that De that much cioser to the Au
—plus the $2-z-barrel tarifl CAn‘mnd:;:.lapromg.ta.\:»:—s. ifue] would cost 1 cent a gal-231 expiration date on controls
\ports alreadv imposed by | -Cn.a_:n_Alled Joil currently ac-'|o- more than now. By the end;before it can act on the Presi-
President—a total of “3_50;coum:. for about €0 per centior 1975 4 cents more at the dent’s proposal.
& barrel. il domestic production and 40leng of 1976 an 7 cents more| Some observers who follow
The President said that,{PeT c°nt Of total United States at the end of 1977. After that,the energy issue believe that
along with his decontrol plan, CO.I";L'mP.UOn", Pl ail domestic oil would presum-ithe delay mean that the Presi-
he would urge Congress to| 1ne price of fuelin this coun-lzply reflect the world market dent may be allowing time for
cnact energy taxes, including a'tfY refiects '::.fafee elements: oil price {further compromise — perhaps
windfall profits tax, with provi-|HPOTts, W ich account fori™ o agmenistration also said|Stretching out the decontrol pe-
cons enabling prafits to be apout 40 per cent of consump-|y, .y " ge ontrol not count-[Tipd a bit lenger.
plowed back for the pumose!t‘o"’; uncontroiled domestic ‘“1‘1 thh 32 :bé. l’l coul Th s q §
bt R {onewt oil ® which at the currant|® e $2 a barrel levy on im-| The President, announcing
of developing additional wells.| ™ v SERLET A Iports already imposed by thelhis plan to rt th
Mr. Ford also said that Con.iDrice of $13 a barrel is SIight"g'esident ;&?ould p1'0'esu1t in an briefIiJn roomrepac;: et;)se “a’hitg
oress should act on his pro- ly below the import price, and:irﬁ rt savings of 25,000 bar Housegthis morni id, “I
Soced refunds. to reimburse|the controlled “old oil.” st B , ar- S
. Te X rels a day bv the end of this{would hope the Congress would
erican consumers for the Timetable for Increases vears and 300,000 barrels a,give this matter the very seri-
higher energy costs that wogld Eric Zausner, deputy to Mr.[day by the end of the deson-lous consideration that it de-
result from his plan to de-lzarh in the energy administra-'trul period. serves and not take hasty
‘Z‘Ojr'f%’Pl oil. " W‘\ite’tion’ said at a news briefing| President Ford’s original pro-|action.”
Poueles nu!tngglzgstatement s‘av_imdéy that the President’s de- posal to conserve energy, made| “I will continue to urge the
v that. the President woul q coutrol plan would mean that,|in his State of the Union Mes- Congress to accept this reason-
mYd B e i $o Donaeat on sverage, Americans wouldlsage in January, called for theiabie compromise,” he said. “It it
send ms proposal 1o LOn=ita pay 3200 a year more for ener-|immediate decontrol of old oil/does not. one alternative to in-

y vy ¢ £t - | - . H .
i‘ﬁ?y' fg?gggg‘gerﬁé;;ﬁ;’ﬁ_ gv and energy-related costs ation April 1 and contained no sure continued progress toward

tween Mr. Ford and members
of Congress, the White House
press secretary, Ron Nessen.
said that the proposal would
not be sent up today, but prob-
ably later in the week. The
reason, Mr. Nessen said, is that
more time is needed for public
discussionon such a complex
issue,

Other White House aides said
that the President wanted exira
time to press for his legislation.
The White House legislative
staff is expected to lobby heav-
ily on Capitol Hill over the next
few  days, and the President
may take his case to-the public
with a nationally broaderast
speech, one aide said. ;

Politically Crucial Issue

The decontrol issue is politi-
cally crucial to Mr. Ford, who
has made energy policy the
heart of his domestic program.
The President has frequently
stressed the necessity of devei-
oping domestic energy supplies
to achieve independence from
foreign oil products.

However, Democrats in Con-
gress and other critis of the
President’s policy say that the
price of fuel is already too
high because of the pricing pol-
icies of the oil producing coun-
tries. If the President takes ac-
tion to drive the price up fur-
ther, the critics say, that will
slow recovery from recession,
touch off a new round of in-
flation and put an additicnal
economic burden on those who
can afford it least.

Meanwhile Frank G. Zarb, the
director of the Federal Energy
Administration, said that be-
cause of changed circum&tances
including the phasing out of the
depletion allowance for oil
producers, the iax changes
recommended by the President

the end of the 30-month period. ceiling for new oil. That is why lenergy independence would be

This figure is contested by|the President described the plan|to veto an extension of the
critics of the administration.{he announced today as a com-|present oil price control law,
or example, Ralph Nader, theipromise. which will expire in August.”

iy
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Frank Zarb~

| Energetic energy czar§

| newsmaker

By John Barbour® -

WASHINGTON (AP) — Frank G. Zarb’'s
eyes seem to burn with a smokeless blue
flame. Even at day’s end, even at rest, the
pilot light is still on.

And now it flares briefly brighter as Presx
dent Ford's superenergetic energy chief mea-
sures his powers, personal and political, and
his impatience with those who do not believe
as he does in the United States’ abilify to sac-
rifice when it has to.

He .recalled the night some months ago
when he was summoned 4o the Oval Office by
the President, who was working on his ﬁrat
State of the Upion message. ~ *

It was 9 p.m., and for six hours, over un-
counted cups of coffee, tey hammered out &
tough federal energy policy. When Frank
Gustav Zarb Jeft ‘the White Bonae he w0
with him the duty of selling that 7
skeptical Congress.and an abiding faifhin®
newhnss. "amwhn‘s:eanywmin; m

‘a_ politicalty

Morris Udall's strip-mining bil,
haveputﬁ:ebnrdano(mpamngtbehd .
the mining indusiry. S

“He's ohviously bright,” Udall said ln
wake af the vetn. “Eesobvimniywygodﬂ
buréaucratic in-fighting. 1t's just ipcredible s’
me the hold he’s got on Ford. . . . There's
something about Zarb that's got Ford mesme-
rized.

“It has'to be mte.unsuarordmimdew

b‘;ixcﬂ:mswhyﬂmvunm“m 0o
f environmental considerations, & read-

said, “was probably the hardest decision &
made in- this_job. Because I knew the rom
would cave in. But here it was on my desk
two separate analyses .giving me the same
conclusion: There was no question but thaf,
hecause of the vagaries of the bill and he
way some aspects were written, we'd suffer
a coal loss for the first two years. v,

Telling it
Jike it is

Federal Energy Ad-
ministrator. Frank G.

Zarb  testifies  on .
gasoline prices be-

fore a Senate Com-
merce  subcommit-
tee. Since he ‘fook
office Zarb has ap-
peared nearly 40
times 2t congres-
sional hearings —

5
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“Now how in the world could 1 stand up and
rell the American peopie that-we should have
that legislation right now? ... And how could
1 feel that I was fulfilling the mandate of my
responsibility if I said ‘let’s take the political,
gasy way out’ even if this had made our sner-
gy problem today more severe two FESrs
from now.

“Somebody's got to stand up and be count- §

ed-"

it-on-the-line persuader is seidom denied.
even by political opponents, some of whom
say he is in bed with industry. But not every-

one has the same view of this man Who ap-

pears as Mr. Cool in the often-manufactured
hot-blooded public .confrontations 'of the
Washington scene. = %

“He has a certitude gbout him that is part
of the sirength, T guess,” said- Udall:*-Bus it

Zarb's reputation as a common-sense, lay- 3

whom Zarb talked into becoming head of the

Nuclear Control Gouncil, was asked if Zarb

would make a good astropaut.

, “He'd make a pretty ggod one,” r
answered. “But he'd make a better fighter
pilot. He's an aggressive guy who knows &is

equipment-and uses it to the full. If he has

a fault; it's that he works so hard.”
And hard is the way Zarb works. s
His days_as head of ;the Federal Esergy

person-to-person confrontations, ha red tape
and barely tolerates his suit jacket, which
comes off as soon as official sitwations per-

mit. It more often adorns the cHalr mext o
o ¥

him or the table behind. «

“Zarb's one of the most effective peaple is .

this administration,” said Alan ‘Gresnspan,

head -of the President's Council of Ecomomiq

Ad¥iers. “He’s a oseful combination of under-

standing analyfical problems and Isowing

of Management and Budget, where he trouble-

e
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shot problems in Indian affairs, agriculture
and energy.

The reputation he won in dealing with a
truckers' strike and & coal strike led to his
appointment last December as federal energy
administrator,

LaDonna Harris, head of the Amurichsr %
Indian Opportunity, found Zarb a-#send &
OMB. He cared, she says, and visited Sl
Indian reservations to see their problems !fm
hand,

“He has a kind of machinegun manner,”
she said. “He wants all the available facts,
end he gets impatient when facts aren’t avail-
sble. But he listens. . . . He cuts through a
lot of red tape.”

“He has a rare talent in this town,” sald
Richard Cheney, an assistant to the Presi-
dent, “which is to take an opposing point of
view and not let it affect the personal rela-
tionship. He can disagree with you and still
leave vou smiling. . .

‘“‘He’s a pragmatist on what will or won't
fly. And he’s not inclined to question people’s
motives.”

Brooklyn-born, Zarb came on his pragma-
tism early. He remembers being part of the
Knot-Hole gang, watching the -Dodgers play
through cracks in the outfield fence when
“the cops didn’t give ms tickets to Ebbetts
Field to keep us off the street.”

His father, Maltese by birth, emigrated o
the United States via Turkey and Italy, and
plied his trade as a refrigeraior repairman.
Frank Zarb wanted to be an aviation mechan-
ic, but a teacher in high school pressed him to
g0 to college.

He worked his way through Hofstra Univer-

sity on Long Island with odd jobs. He was.

president of his fraternity and president of
the student body. He married the vice presi-
dent of the student body, and he and his wile,
Patricia, now have two children, Krista, 15,
and Frank Jr., 13.

At the end of a long day, fatigue shows on
Frank Zarb only through an increased ten-
dency to slur his sibilants. But the-alertness
never leaves him.

He has some simple rules for getting along
and avoiding frustrations:

“In the first place I usually tell it like it is,
no matter who it’s to. So frustration doesn’t
really get to me. And | get out and punch a
tennis ball around and take = swim, and that
reaily helps a lot.”

Zarb is devoted to the Ford policy that oil
end natural gas must be priced realisti-
cally to reflect their true value in the econd-
my. In the marke: place, that would mean
higher prices and bente jower consumption:
But price dilfsrences between new and oM
domestic ‘pil, and betwesn domestic and Im-

ported oil, argue against the Zarb-Ford ap-
proach.

Won't domestic oll producers get rich, the
critics ask? Zarb says a windfall profits tax
would take care of thal, and much of the tax
revenue w@nide turned back to Jower- and
fixed-im™ee Timilies as tax deductions or re-
‘bates ur- WL Eactric bills.

That % the ghort term — into the 1980s, The
- Jongt@rmemnswer requires the short-term an-
sWer pluf“new energy development to make
- the nation independent of foreign ofl and gas,
. Zarb says,

Zarb's basic quarrel with Congress boils
down to cheap energy and the political popu-
larity of holding down oil and gasoline prices,
“When they start rolling back oil (prices) in
the public interest o save the life of the con-
sumer, they’ll run our comsumptiion up apd
the cartel will stick it right in our ears.”

1f he kas one key priority, &'s to get o
workable program through Congress. S

“If we could take John Dingell (D-Mich)
and Al Ullman (D-Ore.) and two key |

- from the Senate side—I don’t know who they

going to be——and myself, and we could go infe
a room for two days, maybe one day, and

‘leave politics outside, forget who's running
for President, I believe we could walk out &f
that room with a program that we conld sube

mit to both bouses and to the President tin'
would be acceptable.

“That’showcloseweareintermsof*
ting it done, and yet how far. If we
unrestrained by politics, it would be no p :
lem.” ‘.

But for ell ‘that, Zarb knows the polmﬁ
constraints. He continues his man-to-man dt
of persuasion.

“You get things done in this town like 5.
do i any other job — between two people,”
he said. “Your ability to create, develop, i §
novate gets done through people. -

There is at times a kind of pixie-like quality
to Zarb. In the President’s inner-council
meetings, when someone begins to wax pom-
.pous, Greenspan and Zarb lighten their bore-
dom by passing humorous notes back and
forth. 4

Zarb says his big goal is a workable energy
policy, and “I’m prepared to battle this
through until we get one.”

But then, he admits with a smile, there are
limits. As much fun as this all is, the pay
doesn’t satisfy a former Wall Street executive
who gave up leisurely weekends sailing on

~ Long Island Sound and who has two Lh:ldren
entering college age.

And besides, Frank Zarb considers himself

& visitor in Washington — here only to get a
job done. That may be his greatest strength.
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§ By JOHN BARBOUR :

WASHINGTON (AP)—Frank Zarb's eyes seem to
burn with a smokeiess blue flame, even at day’'s end,
even at rest. The pilot light is still on.

“And now it flares briefly brighter as President Ford’s
sdﬁer-energetic energy chief measures his powers, per-
sonal and political, and his impatience with those who
do Tt believe as he does in America’s ability to sacri-

‘ fice when it has to. ;
He recalls quietly the night some montns ago when

he was summoned to the Oval Office by the President, " |

who was then working on his first State of the Union
massage.

it was 9 p.m,, and for six hours, over uncounted cups
of coffee, they hammered out a tough federal energy
policy. When Frank Gustav Zarb left the White House
at 3'_in.the morning, he took with him the duty of selling
that-policy to a skeptical Congress, and an abiding faith
in his new boss, “a guy who’s really willing to dive
in the trenches with you.”

It is that singular regard between Zarb and his boss
—oplus Zarb’s unrelenting, head-to-head approach—that
has mads him a man to be reckoned with from the
White House to Capitol Hill; even to the point that
he advocated a politically dangerous veto of Rep.
lorris Udall’s strip mining bill, which would have put
the burdan of repairing the land on the mining industry.

“Ha’s obviously bright,” Udall says in the wake of
M the vero. “He’s obviously very good at bureaucratic
M in-fighting. It's just incredible to me the ‘nold he’s got

on Ford . .. There’s something about Zarb that's got
M Ford mesmerized. I've just been unable to understand
= it. -
- “It Mas to be in terms of a Ford attitude or basic
philosophy that was always there: No feel for environ-
mental considerations, a readiness to accept industry
M arcuments on each of these questions.”

*® * *

THE DECISION ON the strip mining bill, Zarb says,
“was probably the hardest decision I made in this
job. Because I knew the roof would cave in. But here
it was on my desk, two separate analyses giving me
“ll tie same conclusion: There was no question but that,
because of the vagaries of the bill and the way some
aspects were written, we'd suffer a coal loss for the
first two years.

“Now how in the world could I stand up and tell
the. American people that we should have that legisla-
tion right now? . . . And now could I feel that 1 was
fulfilling my responsibility if I said ‘let’s take the politi-
cal, easy way out’ even if this had made our energy
problem today more severe two years from now?”

Zarb’s reputation as a common sense, lay-it-on-the-
line persuader is seldom denied, even by political oppo-
nents, some of whom say he is an ally of industry. But
not everyona has the same view of this man, who ap-
pears as Mr. Cool in the hot-blooded Washington scene.

“He has a certitude about him that is part of the
strengtn, [ guess,” says Udall. “But it can also be a
very great weakness, He reminds me of the old saying,
‘often wrong but never in doubt.’” William Anders.
the Apollo § astronaut whom Zarb talked into becoming
M head of the Nuctear Control Council, was asked it Zarb

] would make a goud astronaut.

2t “He'd make a preity mood one,'" Anders answered
M cuardedly. “Bus he'd make a better fighter pilot. He's
@ an agzressive guy who knows his equipment and uses

it to the full. If he has a fault, it's that he works so
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.told his staff he has the loan of 2,000 Internal Revénue

‘as a guard against profiteering. :

- * *

AND “HARD” IS THE WAY Zarb works: His days
as head of the Federal Energy Administration often
run to 16 hours; nis weeks to six days or seven.

On one recent day, ne was picked up at his northern
Virginia home at 6:45, arrived early for an interview
on CBS Morning News, toid the make-up lady. “Give
me a good night's sleep,” and told the nation there
would not be a summer gasoline shortage. Then he
headed for Capitol Hill for rapid-fire meetings with
minority members of the Interior Committee and with
two-Massachusetts Democrats, Sen. Edward Kennedy
and Rep. Thomas O’Neill. He was already running late
and ducked a White House meeting.

~Back at his office, his staff briefed him on efforts
to- gecontrol the price of natural gas, and on gasoline
prices, which they expect to climb almost a nickel a-
gallen this summer. Zarb told a staffer to get on the
governors about enforcing the 55-mile speed limit, and

agents to police the nation’s 220,000 service stations

Then he met with aspnalt industry people, skipped
lunch, and met with the winners of a New York City
school system energy awareness contest—“Aren’t they
impressive? It gives you hope.” Next came a briefing
for regional men on the progress of energy legislation
and a quick meeting with the board chairman of Texaco
before going back to the Hill for a meeting with the
New England Senate delegation.

. Zarb stands only 5-feet-9, and many of the senators
towered over him, in height, seniority and political
clout: Sens. Kennedy and Brock of Massachusetts, Pell
of Rhode Island, Ribicoff of Connecticut, Muskie of

Maine, MclIntyre of New Hampshire, Leahy and Staf-
ford of Vermont. ,

The First part of the meeting was closed. But for the "»'_
secnd part the press was allowed in, in time to see |
Kennedy ‘leaning forward and shaking his finger at
Zarb, saying, “We’ll pursue you to the wall on this

Later Zarb says smilingly that the meeting was
amiable until the press entered.

» » L]

THE NEW ENGLANDERS have a” problem, he ad- &
mits, and says he'd like to help. Their 1egion is alinost
totally dependent on foreign oil at $14 a barret while
some other parts of the country have access to domestic | -
oil at §7.50. «

‘But first, Zarb says, the New Englanders will have 2
to help themselves, perhaps by tapping their offshore (
oil, or building refineries. = e 2

Back again to his office. He meets a newsman, ex- |
plains that half of his job is persuasion, half is running |
his watchdog agency to make sure the nation has | &
enough of what it needs and is not exploited. He talks | & v
to his wife on the phone about a househld prblem. ‘\
Then he admits he is taking half a day off Friday for
her birthday. HIs secretary says she has heard thal @
story before. He leaves the oftfice at 7 p.m. with ong i
more meeting to go.

— e

5

Zarh is a shirt-sleeve manager who prefecs person- f
to-person confrontations, hates needless red tape and {
only tolerates his suit jacket, which comes ¢ff as soon t
as official situations permit. It more often adorns the :
criair nexl to him or the table behind. §
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~~7Zarb's one of the most effective people in this ad- |
ministration,” says Alan Greenspan, head of the Presi-
dent’s Council of Economic Advisers. “He has a useful
combination of understanding analytical problems and S8
knowing how to deal with the political environment. 5"
He has a capability of knowing what is causing other
people problems.”
* b4 - v
AT 40, ZARB HAS CLIMBED the goveranment ranks
almost as dramatically as he did on Wall Street, where

3 | gressman or a senator I just let them know it like }
feel it. The same around here. So frustration doesn't

he earned a reputation as an effective administrator. | really get to me. And I get out and punch a tennis ball

For five years he was chairman of the executive com- [& around and take a swim, and that really helps a lot.”

mittee of the securities firm Hayden Stone & Co. ~ - . His fingers are bandaged from running into a fence
e Nix‘zn. 'adlrgl;r;isttrationtrgﬁggdinkéz?ngf oah:ralgi)tgr 8 {iying io save a point playing tennis with his son.

Igléplllf}Tﬁle;g to retu?nctinWall Street, and lgter came |t Since he took office he has appeared nearly 40 times &

back to the Office of Management and Budget (OMB) e at congressional hearings, and his trademark has heen 8

wilere he trouble-shot problems in Indian affairs, agri- | &8 " frankness,

culture and energy. d : : _ , ¥y “I was in a congressional hearing earlier in the week,
' Tlf(le reEiUtanonlhet "Tvonllg ?eal}i?g w“c}:in?rr:;:gkle;:t aud I was asked about the outer continental shell.
Sieles Rod a COML LE- Q- T0 N WPR Somebody had an amendment up that said the Presi-

December as federal energy administrator. A
dent had to come to Congress for approval of every

LaDonna Harris, wite of former Democratic Sen. :
Fred Harris and head of the Americans for Indian Op- tract we leased. 1 was asked for my opinion on that,
and I told them I was going to be honest with them.

portunity, found Zarb a friend at OMB. He cared, she
“The room was very quiet. And I told them this was

says, and visited several Indian reservations to see
th(ilé:f}?:;E?iif::tof;‘ag?a.(:hine-gun manner,” she says. just an opportunity fc_)r political demagoguery. In any
“He wants all the available facts, and he gets impatient {2 issue somebody is going to be unhappy or try lo im-:
when facts aren’t available. But he listens . . . He cuts press his constituent back home, So all you're doing
through a lot of red tape.” is hanging up energy progress . . . and it’s just wrong.”
“About half the guys were delighted that I was frank
and honest with them, and the other half were shocked
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Whan he took on his new job as energy chief, she | =
sent Zarb roses and a note saying, “Now that we've |
found you, we've lost you.”

% s # that 1 would be so brash,” Zarb recalls. “Bul it’s the
“HE HAS A RARE TALENT in this town,” says Rich- | (888 only way really to survive.”
ard Cheney, an assistant to -the President, “which is iy woow * 0 :
to take an opposing point of view and not let it affect [F 8 & ZARE IS DEVOTED to the Ford policy that oil annd
the personal relationship. He can ,dlsagree ‘\‘:’10} you Es natural gas must be priced realistically to reflect its
"‘f‘d still 105}"" L Sk smiling oy > He's a pragmatls.t'on r ~ true value in the economy. In the marke! place, that
what will or won't fly. Ané he's not incliiied to question y would mean higher prices and lower consumption. But

PPOP10’§ motives.” g ; LR price ditferences between new and old domeslic oil,
Brooklyn-born, Zarb came on his pragmatism early. t‘ ~ 4 and between domestic and imported oil, argue against

He remembers being part of the Knot-Hole gang, watch- Lol 8  the Zarb-Ford approach. :

ing the Dod§ers play through cracks in the outfield 488 Won't domestic oil producers get rich, the critics

fence when “the cops didn't give us tickets to Ehbetts | ¢ ask? Zarb says a windfall profits tax would take care

Field to keep us off the street.” - of that, and much of the tax revenue would be turned
His father, Maltese by birth, emigrated to the United = back to lower-and tixed-income families as tax deduc-

States via Turkey. and Italy, and plied his trade as a | 8 tions or rebates on their electric bills.
refrigerator repairman. Frank Zarb wanted to be n | That is the short term——into the 1980s. The long-
aviation mechanic, but a teacher in high school pressed term answer requires the short-term answer plus new

him to go to college.

: . B energy development to make the nation independent
He worked his way through Hofstra University with |8 o : 7

of foreign oil and gas, Zarb says.

odd jobs ranging from refrigeration repair to selling : “I think when you get to the guy on the street who
ads for a Long Island newspaper. He was president 3 works for a living and thinks a little bit about his
of his fraternity and president of the student body. | country; when he understands we've given up our in-
He married the vice president of the student body, and | S8 dependence to these cartel people and foreign pro-
he and his wife, Patricia, now have two children, Krista, © == ducers, and they have been holding us up he’z ready
15, and Frank Jr., 13. e to roll up his sleeves. s ,

_ At the end of a long day, fatigue shows on Frank | 2 “But he wants to understand that we're climbing
Zarb only through an increased tendency to slur his out of the problem. He doesn’t want to hear about the
sibilants. But the alertness never leaves him, and his {3 v Congress and the President and all that crap. He really

penetrating blue eyes are alternately sad, intense and b
bred beneath his heavy brows. -

“Needless red tape I hate,” he says, his feet up on | =
the huge walnut desk which dominates his elegant and 3
cavernous oftice, once the lair of postmasters-geneval
when that job denoted political power.

wants to hear that his government understands the
problern and has a solution.”
Zarb’s basic quarrel with Congress boils down to

%

HE HAS SOME SIMPLE RULES for getting along |
and avoiding frustrations: “In the first place I usually
tell it like it is, no matter who it’s to. If it's to a con- |
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cheap energy and the political popularity of holding
down oil and gasoline prices. “When they start rolling
back oil prices in the public interest to save the life
of the consumer, they’ll run our consuraption up and
the cartel will stick it right in our ears.”

If he has one wish, one key priority, it’s to get 2
workable program through Congress. “We'll get to
that,” he says, “but it’s going to be a long; hard row.

“If we could take John Dingell (D-Mich.) and Al Ull-
‘man (D-Ore.), and two key guys from the Senate side—
I dor’t know who they’re going to be, probably (Russell

. Long D-La.) and Scoop Jackson (D-Wash,) and myself
—and we could go into a room for two days, maybe
one day, and leave politics outside, forget who's run-
ning for presideat, I believe we could walk out of that

. room with a program that we could submit to both
houses and to the President that would be acceptable.

“That’s how close we a'e in terms of getting it done

} M and yet how far. 1f we were unrestrained by politics,
it would be no problem.”
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Zarb Is Praised as Man in Middle on Oil Price Disputel®

: : A e Ty s
By EDWARD COWAN . said a key staff aide on Capitol}in the process of Presidential portunities\ for: women exi-
Hill. “Even though you “,’,ﬁ’,“ policy-making and negotiating ployes.” e AL

Special to The New York Times v we ha el g -
. sa ve an adve , SR : J
WASHINGTON, July 22—As tioaship, we have ‘5317 lwt‘h the legislative branch., Mr. Zab s @erceived by

President Ford and the Demo-[Frank 'doing  anything cgr‘ﬁ'; Earlyin the year, Mr. Ford took!many in Washington as un
cratic Congress head for & |or behind the back.” IMf Zarb on seversl trips for|commonly candid, Yesterdes
showdown on oil price controls, | Mr. Zarb has been an enthu-|question-and-answer  sessions, |at a White House briefing, forl§
the man in the middle, depicted siastic exponent of the Admi-{With the public and the press,iexample, he was asked if hs
today by a Democratic Con- inistration view that higher en-|on the newly announced energy|had been negotiating a com
gressmen as a man “willing |ergy prices will deter consump- policy. )m on ofl prices with)
to go the extra mile” to recon-|tion. He shares instinctively|® These trips and ‘the Congressional Demacrats
cile differences, is Prank G.[the abhorrence that Mr. Ford|hours a week that Mr. )
Zarb, the Federal energy admi. jand Treasrury Secretary Wil-
nistrator, iliam E. Simon have for ration-

Although outrankad by Cabi- {ing or for other proposals that
net officers and men with more |[Would increase the Govemrn:
experience in government and |ment’s regulatory role. °
politics, the 40-year-old Mr.| This Administration position ]
Zarb hss emerged as eme of |is ‘'seen by some liberal Demo-|preoccupation with
Mr. Ford's more intimate and |crats asa thin facade of advo-|to an inistrati
probably influential advisers.|cacy for oil company profits,

there,” sabd someone who has|would attribute that motive to|found that he had sent to

ettended small White House |Mr. Zarb. heed of another agency a letter
mestings. *You can see Ford |~ Yet, he is regarded by those(that conflicted j
really likes him.” = ™ who have spoken with him|Was saying o

Mr. Zarb, the son of immi- |privately as less ideological
grants, is a native of Brooklyn n Mr. Simon or Alan Green-
who studied business adminis- [spen, chairman of the Council
tration at Hofstra UN Universi- jon Economic Advisers. B
ty, then went on to substantial |, “Ideology 15 a word I
status and eamnings in Wall 't apply to him,” says
Street. an Administration official.

- Harmonious Relationships A Congressional Democrat -
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F e Ford Firm
s On Energy & e
Plan: Zarb s

Washington, -July 29 (UPI)—

Energy Administrator Frank G. -

4arb - told Congress today that f‘o =

COmpTomises on  energy policy :

have gone far enough and that

Prezident Ford will accept =

nothing less than his latest oil- *‘”

price proposal. §
“The President has come s

long, long way,” Zarb told the

House Rules _Committee, “All

§j reasonable pieces of a compro- by
-
F

: mise @&re now on the table.”

= Ford had changed his original
. proposal to “enswer all the sub--
stantive objections in Congress ™
Zarb said. “He feels very strong-
ly about any further delay” snd
will insist on “his program-—sas
s00n as possible.”

Zarb said Fbrd would agree
not to veto an extension of the 2,
current oil allocation law—which
expires Aug. 31 and under which
prices are controlled —only if Con-
gress aecepts his 39-month plan
for gradually lifting price con-
trols from domestic production,

he President will work with
Congress, meanwhile, on the
wording of 2 tax to capture any

;
excess profits from ‘higher §

g

-
-
v afh
{ £

-
-

&
f

prices, Zarb told the commitiee,
which had before it a resolution
1o reject the presidential -plan.
Faord’s proposal can be killed by
s majority vote in either house
within five days of its presenta-
tion, and the deadline is Friday.
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Ray'J. Madden, left, chairman of the House Rules Committee, and Federal

Associated Press
Energy Ad-

ministrator Frank G. Zarb, center, conferring with Ralph Nader at a hearing yesterday

on oil prices. The committee cleared the way for a floor vote on Presi

dential plan,
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Senate Votes

to Authorize

Use of Naval Reserve Oil

By EDWARD COWAN
Bpecial to The New York Times

WASHINGTON, July 26—The
Senate voted today to author-
ize production of oil from the
naval petioleum reserves in Ca-
lifornia and Wyoming, chiefly
the Elk Hills Reserve near Taft,
Calif, =- - ‘ L

Although the Senate biil,
which was approved 93 to 2,
differs.in some raspects from
one passed by the House earlier
this month, it appeared likely
that this authority, Jong sought
by the Nixon and Ford Admi-
nistrations, would become law
in the fall. :

The Senate’s petroleum re-
serves bill would authorize pro
duction of up to 350,000 barrels
2 day and retain the Nayy’s
juristg;ction over the reserves,
The House bill would ‘transfer
jurisdiction to the Interior De-
paritmant. = .

The, House. bill would set
no roduction ‘limit, but “there
has been expert

Additional production from the
Buena Vista reserve in Califor-
nia and* Teapot Dome re-
sﬁ;vhe in Wyoming would - be
H t.

Meanwhile, the House Rules
Committee cleared the way for
2 floo®Vote on President Ford's
plan for a gradual rise in prices
of the domestic oil that is now
4 ceiling of $525 a barrel.

Could Block Plan

The House is ‘eXpected .to
consider the plan and related
amendments to a pending ener
gy bill tomorrow or Thursday.
Either the House or the Senate
can block the President’s plan

$13 & barrel. Consequently, he
said, the Presidentia) plan along
would cause no price rises for
several months. However, he
said that other forces, such
a5 a price increase by the 13-
nation of] cartel, could lift the
(cost of dmported oil, which
would not be under the ceiling.
Rises Not Passed Alone

Even without a price rise

by the cartel, most American
refiners could raise prices be.
cause they carry on their ac-
counts with the Fadera] Energy
Administration tens of millions
of dollars of 1974 cost in
creases that- they

its presen

barrel

by next March or April. There-

aiter, the increases would give

refiners justification under the

Federal rules for raising prices

of gasoline, heating oil and
other refined products.

Mr. bzarb said the plan alons

would bring about a rise of

2 cents a gallon in 1977 and

an additional 3 to 4 cents in

1978.
Called Trlvial in 1976
The 1976 increase would be

trivial, according to the Admi-

by a majority vote if it is [nistration, because until Sep-

taken by Friday,

tember, 1976, the $5.25 limit

A weary House Rules Com-{would rise by -omly 1.5 per
mittee, which manages the flow|cent a month. In the next 12
of bills from legislative com-|months the monthly rise would

mittees to the fioor, acted after

be 2.5 per cent. In the final

five hours of testimony by|15 months ending in November,

Frank G. Zarb, the Federal En-
ergy Administrator, and Ralph

1978, it would be 3.5 per cent.
Mr. Zarb sought to, reassure

Nader, the consumer advocate, |the rules Committee by saying

who ‘opposes the Ford plan.

Mr.  Nader contended that|Ford plan gake
the Administration could not.

Justify with cost data its plan

to let $5.25 oil, which now|

accounts for 56 per cent of
the domestic production, to-rise
over 39 months to a new ceil-

ing. would be

that even if Congress let the
efgct on Sept.
1, it would have enother oppor-
tunity to halt it within 90 days.
Under the Emergency .-
troleum Allocation Act of 1973,
he explained, 2 proposal of
this kind must be renewed by
the - President every three

, starting t. 1, and/months.

5 cents a month higher after
that, up to $13.45 in the 39th
month, November, 1978.

Mr. Zarb sstressed that the
$11.50 ceiling represented a
rollback for most uncontrolled
oil, which now sells at about

However, Mr, Ford has ﬂso

asked Congress to revise the
act, incorporating his plan, and
extend it for three ysars from
Nov. 30, If Congress does

it would then have to enact

& new daw to change the plan,
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On Energy, Zarb Says

United Presy Imtermotional

WASHINGTON — Energy Adminis-
trator Frank G. Zarb told Congress
yesterday that compromises on en-
ergy policy had gone far enough and
that President Ford would accept
nothing less than his own latest oil
price proposal. 4

“The President has come a long,
long way,” Zarb told the House Rules
Committee. “‘All reasonable pieces of
& compromise are now on the table.”

Ford already has changed his origi-
nal proposal g) “gnswer all the sub-
stantive objections 4n Congress,”
Zarb said. “He feels wery strongly
about any further delay” and will in-
sist on “*his program—as soon &8 pos-
sible.” -

Zarb's testimony came as the Sen-

‘ate voted 932 to permit oil produc-

tion for civilian use from the naval
reserves at Elk H
Vista, Calif,, and at Tezpot Dome in
Wyoming. g

Zarb said ‘that Ford would agree

not to veto an extemsion of the cur-.

rent oil allocation law—which expires

Aug. 31 and under which prices are|

controlled—only if ‘Cangress accepts

his 3%-month plan for gradually hft-
i i trols from domestic pro-

committee, which had before it a res-
olution to reject the presidential plan.
Ford’s proposal gan be killed by a
majority vote in either house within
five days of the presentation, and the
deadline for a vote is Friday.

Zarb had testified Monday night
that Ford’s formula for decontrolling
oil prices would cost each American
only pennies a day.

Some lawmakers immediately
challenged the figures. Rep. William
Brodhead (D., Mich.) said, ‘Maybe
what we are seeing here is a conspir-
acy to flim-flam the American pub-

uc.ll

jprices, and would cost motori

about 2 cents more per gallon df jgas-

oline by that time.
The Senate bill to open up

iy

and Buena .

oil reserves differed sharply from a
House version. The Senate measure
would limit production to 350,000 bar-
rels a day for the next five years, or
about 2 percent of the amount con-
sumed daily in the United States.
Ford would have the discretion to
order the oil sold on the open market
or placed in the strategic reserve.

The House measure would not limit
production or the number of years
the reserves could be diverted. It
would allow only 25 percent to be
placed in a strategic reserve.

In other energy developments:

e The Federal Trade Commission
voted to move ahead with its investi-
gation of 11 natural gas praducers for
allegedly creating a false impression
there is a natural gas shortage,

The commission rejected a staff re-
commendation that the agency drop
the - individual cases against the 11
jproducers and move instead against
‘the American Gas Association
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By HARRY
McLAUGHLIN
Staff Writer

YORK — The nation's
chief energy administrator
today strongly urged the
federal government to get
out of theway of private en-
terprise and let them help
solve the energy problems
facing this country.

Frank G. Zarb, the 38
year-old administrator of
the Federal Energy Ad-
ministration, told 150 per-
sons at a $25-a-plate break-
fast in the Yorktowne Mo-
tor Inn that “it’s time we
show old-fashioned Ameri-

to solve energy

can guts in resolving our
problems.”" His appear-
ance was sponsored by the
19th Congressional Club,
which is raising funds for
U.S. Rep. William Goodl-
ing, of York County, to fi-
nance various commau-
nication projects.

Zarb fielded questions
from his audience, which
included mostly business-
men and industrialists,
about the decontrols on oil
which will take effect La-
borDay.

Hesaid the priceof gaso-
line would eventually rise
by about 2 or 3 cents per

gallon and that other pre-

The Evening News, hrh';h.. Mty At 25, 3575

Zarb wants private enterprise

dicted figures — some as
high as 6 cents per gallon —
were too high. He re-
minded the guests that
President Ford wanted to
continue the controls on
imported oil, but that Con-
gress failed to join himina
compromise before it re-
cessed.

* RSk

“Would you ask for new
controls if the price of a
barrel of oil skyrocketed
after the decomtrols are
lifted?"" a guestasked.

Zarb replied that he
would “‘put caps on the
prices” if they went too
high.

oy

blems

It is anticipated that the
price of a barrel of oil will
jump from around $5.25 to
roughly $11.50 per barrel.
He told a questioner that
“if it got as high as $20 a
barrel I would have to ser-
iously review the matter."
The energy adminis-
trator said that the top pri-
ority in his office today is
*to tell the truth about the
energy situation and not as
it was told over the past
years.” He said it is impor-
tant that the American
people realize a serious
energy situation does exist.
‘“we, the American
people, are still reluctant

to make hard decisions and
take &n eyeball-to-eyeball
logk at the problem.” Zarb
said.’

Zarbsaid Americans can
utilize-the ''300 years of
coal that is still under-
ground and 1 recommend
that weget to usingit.”

Zarb quieted a fear that
the proposed reorganiza-

tion of the railroads would
benefit oil companies,
which could transport coal
from the area of Wyoming
and neighboring states to

the East Coast. “I would .

seriously frown upon any
such move by the oil com-
,panies to bring coal that
distance,” Zarb said. “The
transportation cost would
be prohibitive and 1 cer-
tainly would prefer to use
the coal from the Eastern
states to help the Eastern
states.”

The energy chief said
that if the U.S. Supreme
Court ruled that the recent
tariffs imposed on im-

ported oil by the president
were illegal, “1 believe
that the money already
collected would have to be
returned to the oil com-
panies.” He said the court
would have to make that

Pennsy!vania and five East
Coast states are preparing
to g0 to court to have the re-
turned money directed to
the state treasurer. It is
know that Pennsylvania
has one proposition to have
the money returned to the
motorists in the form of a
reduction of next year's li-
cense fees.
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Wilh price controls un most
dumestic oil aboul to expire
the Ford adnamstration s

sestenedn thnt any coemt

donid  camipranise  oon o ol

( would have to red
the President s S2-0 barrel
Pravilf on impuorts

Fede

I'vesichent Ford will not aeedpd
ans  cumpromise that would
retmpose seadually vedue
contrsls  on ofl proees ot
fon=er Yhars 88 months,

.

\ppearing an “kFace the
tion” (CRS, WTOIM 12 how
before all oll price controls
pan aut, Zarh pepeated the ad-
ministeation’s willingness 1o
work with Conuress o ease

the consumer impact ol the,

ligher energy prices that wilj
fallow.

The price controls that had!
been in effeel for four years!

antl two weeks expired at mid

night, leavinz the U.S. oil in.

dustry free to raise prices al
all levels — from the well Lo
the service station pump.

Athouzh the major oil com-
mies are nol expected  te
i prices immedintely, i
resull of Mr. Ford's cnerg
polley aimed at reducing e
pe ndenee on foreitn supplies
would by gradoally  risine
priees for 2asoline. heating ol
cleetvicity antt most other en-
CPLy sources.

IThe Exxon 0Oil Corp. vester.
cay suspended s crude oil

postings and price notices un-

1l Congress and Mr. Ford fi
nalize a compromise aurec
ment, United Press Interna
tional reported. An  Exxi

spokesman said his company
will not make public any fu
ture price changes until

“things pet worked out in

Washington."

September 1, 1975

|\ Gulf Oil Corp. spokesman
it “Ome thing that ~sdemes
apparent toops s that we hasd
o detention of chanoms o
whalesale prices for the tmeu

te future. 10 there isans i

case in the price of oerude
il we may hive taocat ioto
oodd] e |-n~.-iln'hx of havins
1 niake reimbhursements
intor.™

The espirstion ol contrals
tatlows the fmlure of Co
and  the  atdministration
Jdree ono an o en poli
While A Ford . et
ficher prices o el consimp
Lo the Democratie-con
trolled  Congress  has been
aushing  for mandatory  con
scrvation amd a reduetion ol
imports throush quotas

Under o compromise  pro
pose last week by Senate Ma
jority Leader Mike Manstieid
O-Munt) amd House Speaker
Carl Adbert (D-OKla) and ac
copied - tentatively by A
Fovd, price combrols would he
reimpased for up 10 39 1mant s -
bt priees woald be allowed 10

voZradually durine that e
ol

SIEovezh the Homse e
Wi Iwee rejecied o <amibal
phav. Zarb said he thitks 1
neve compromise will be a
voptod by Congress onee it s
asstecd that winddall progis
ol the ol industery wodild b
taxed away. Uondress recon
rnes on Wedn g

Under the expiring contrals,

the peier of 60 per_cent of The
ol produgetdt inC e, United
states has Been held aian as
“ 3 o barrel, TPhe vo-
maindor ol U.S. production
stlls near the world smarket
Ciel ol about S13.50,

The sabministrate
tht that the el o
conirols would mean
crease of aboutl G oonts in
cost ol g eallon o <asolur
the 82 G0 is retaiaed
dressionad crities estimate 1
nm would be least
Ile that estimate

Bep, Bob Relbhaeedr 17

an  adnpmstration erihie wlp

ippeared an the tedes isaun o

soh ‘
L ! willin foe Wy
et D oestuetin on Pl
atded that Ameccans ind
hard toa understa whe
il industry necds ever-h
prices.

ol
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CAPTURES HIGH GROUND FOR FORD
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Zarb Brings Energy Team Together

BY RiCHARD T. COOPER
PAUL E. STEIGER

Times Stat! Writers

WASHINGTON—Wth hopes for a
eompromise apoarent!y gone and m-
Wi decontrol of oif prices loomimg.
he Pard Administration faces the
nro=pecs of pelitealls unpopualar in-
creases in the cost of gasoline and

petroteum product - With a lit-
e hing or bad luck. ecanomic
recovery could be blighted, 100

Thanks 1y good part, however. to
the adroit mareuvering of Xrapt
Gustay 4 immigrant refrigera-
iny repe < son from the strects
of Flatbush and the Ebbets Field
bleachers. the Ford Administration s
1 surprisingly good shape to survive
whelever storms may come.

President Fords troops appear
unted. His image as @ bold leader on
iough energy ssues 1s freshly bur-
ket s Demoecratic  opponents

have heen forced to display both
therr own disarray and their unwii-
lingness to accept compromise after
COMDTOMISE.

Ta he cure, the Adminisiration’s

Frank Zarb

AF Wirepncto

comumanding  postion on energy 18
framiec Mi. Ford could damage his
resolutc tmage b backing down at
the tast minutc on the price controk
jssue, Some unforeseen accommoda-

1ion coeld emerge hefore controls exe
pirc on Aug. 31 and improve (he
Democrats' position. And the huge
Democratic majornities m Congress
could comceivably pull themsehes
together after their August recess
and take the imiiatn e away from the
President.

Yei as things sland now. dn szue
hat could have been & fatal hiabihiyv
joovs instead like one of Mr. Ford's
mo=t visible assels. And much of the
credit belongs to Zarb, who was not
even the President's first choice to
heud the Federal B nisira
tign, much fess become hus chief lieu-
tenant for handling the stickiest
domestic problem facing the country.

How has Zarb been atle to capture
the high ground for Mr. Ford on the
energy issue while enhancing his
own position within the Administra-
tion? Not by perfect performanre.
Zarb has suffered some defeats. in-
cluding the failure of his efforts i
reach agreement with congressional

" Democrats on a formuia for gradual

oil pricc decontrol that would hava

spared both sides the political risks of
mstant decontrol.

Zarb's secrets are an infectious
good humor that soaks up tensions, a
shrewd sense of footwork, unflappa-
bie concentration on basic goals,
careful attention to necessary details,
more toughness than meets the eye,
and a persistent belief that success
depends on keeping people working
together.

Inside the Administration, these
qualities have enabled Zarb to pull

‘together the notoriously disorganized

FEA, to act as Mr. Ford's chief cata-
lyst in forging a consensus on what
energy pelicy should be, to move
steadily closer to the President him-
self and to forestall the personal or
interagency feuding that tends to
break into public view and hobble

- the efforts of any administration.

In his dealings with the Democratic
Congress, Zarb has found ways of
building good persona! relationships
with those who deal with energy
issues and has usually avoided alien-
ating those he must work with over
the long haul, even when they are all
struggling over such vexing and
potentially pariisan issues as decon-

-trol

At the same time, Zarb has pre-

.sented Democratic opponents with a

small target and generally has man-
aged o make the President appear a
little more reasonable, a little more
accommodating, a little fairer in the
public eye than the Democrats.

During a White House meeting
with a small group of reporters at the
height of the decontro! confrontation.
for example, Zarb launched into
what at first appeared to be a self-
mocking story about his experience
in a secret meeting with Democratic
leaders earlier that day.

Zarb said he had "naively” suggest-
ed that the Democrats avoid public
criticism of the President's latest
compromise offer until they had time
to study it. As soon as thc meeting
broke up, he said, the Democrats
rushed before television cameras to
denounce the White House plan. So
unsophisticated had his plea for re-
straint been, Zarb said with a comic

grin of embarrassment. that "I'll be
hearing about it for the rest of my
days."

Beneath the sugar coating, of
course, Zarb was also gently suggest-
ing that the Administration was vir-
tuously pursuing compromise in good
faith, while the irresponsible Demo-
crats were rushing out to criticize a
plan they had not taken time to un-
derstand.

So deitly does Zarb deliver such
barbs, however, that he seldom
seems to make the personal enemies
that eventually destroy the useful-
ness of many officials in dealing with
congressional opponents.

For one thing, Zarb has a way of
using his sense of humor to take the
heat out of potentially explosive
situations. Again during the confron-
tation on oil pricing when Mr. Ford
wag threatening to veto extension of
the controls law unless his comprom-
ise was accepted, a prcminent Demo-
cratic negotiator calied Zarb one day
to ask what the Administration's
reaction would be to a counter-pro-
posal.

Informed of the congressman's
question, Zarb picked up the tele-
phone, grinned at an aide. and with-
out prelimnary greeting shouted
"Veto!" The Congressman burst out
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CLOSE AT HAND-Frank Zarb sits beside President Ford at a

meeting of energy advisers in Cabinet Room of the Whife T::i?;

laughing and an amicable discussion
ensued, though Zarb had already
made his central point.

. He also has a way of avoiding ten-
sion among those who work for him
at FEA. "It's nol Frank's style to
have people's stomachs float up into
their mouths when he calls them on
the telephone," says one FEA veter-
an, who contrasts Zarb's style with
thal of the first energy czar, William
E Simon, now secretary of the Trea-
sury.

"Bill Simon didn't give a damn
what anybody thought. He'd make a
decision in nine minutes, expect it to
be implemented in six minutes, and if
it wasn't he'd try to kick somebody
down the stairs, " the FEA veteran
said. ; )

Simon's two-fisted tactics, which
former FEA aides say occasionally
"made grown men cry," may well
have been necessary during his ten-
ure, when the 1973-74 Arab oil em-
bargo was threatening to halt the
1.5, economy unless red tape could
be cut and quick actions taken. In the
present era of the invisible energy
crisis, however, Zarb's milder style
may get better results.

"Frank has a very charming way of
telling people they're screwed up.”

says USner, an acerbic deputy,

direcior of EEA. "When 1 do it, they
get mad. When he does it, they
smile. It never ceases (o amaze me."

When decisions must be made,
Zarb likes to assemble everyone in-
volved and to provoke the most thor-
ough debate possible. "That way it's
clean, it's open, everybody gets his
shots beforehand,” Zarb says.

Zarh's personal history is cul so
rieatly out of the American poor-boy-
makes-good mold that somebody
may have te do a bicentennial min-
ute on him. His father was a Maltese
who wandered across Europe and
into Canada before settling as a com-
mercial refrigerator repairman in
Brooklyn.

Whiie "we didn't go hungry.® Zarb

recalls, there was -little money for
e ——— i~

things like baseball games. If he
wanted to see the Dodgers he either
had to peer through a knothole in the
rightield fence of Ebbets Field or

garner a bleacher ticket from a
friendly policeman.

Zarb went to a vocational high
school and was all set to become an
airline mechanic ("There was a kind
of Depression mentality then that
said if you had a trade, you could get
bv." he recalls). when a teacher
urged him to try college.

F110 1 L5

So Zarb put away his pegged
trousers, shortened his ducktaijed
hair, and "with some trepidation” en-
tered the sirange, crewcut world of
Hofstra University on Long Island in
the early 1950s.

After Hofstra and six years of
training service station operators for
Cities Service Co., Zarb discovered
Wall Streét. In the ¥960s, the stock
market was expanding rapdily, and
the antjguated systems that broker-
age firms used for handling paper-
work could not cope with the im-
mense new volume. Zarb put his na-
tive manageria! skills to work devis-

- ing more efficient ways to manage

the back offices of borkerage houses
and soon became known as a star in
a world where stardom previously
had been confined to the salesmen
and dea! makers.

But in 1970, just after his firm had
made him one of its top three execu-
tives, Zarb got a call from the Whitc
House asking him to take an adminis-
trative job in the Department of La-
bor. To do so meant giving up a six-
figure salary for one less than half as
large, "but I had never gotten a call
from the White House before,” Zarb
says, and he took the job.

Another stint on Wal] Street, an-
other government job, and Zarb
found himself at'FEA as the energy
crisis mushroomed into a major issue.
He hasn't slowed down sinee




Bv FRANK G.ZARB
Federal'Energy Administrator

Broadway wmusicals and some Hollywood
movies over the last few years hive profited
from the public’s longing for an uncomplicated
past. Both have focused on the 1930s and 1840s

though it is difficult to understand what was soESS
uncomplicated about the Great Depressioniys

and Wm-ld War I1. o

Strangely, there is an element in that re
trospéctive entertainment treénd common (o
much thal is said about today’s energy
problem. The shared theme is noslalgia.

In a theater it can be a harmless diversion
from day-te-day problems, but nestalgia has
no place in the debate on an energy pelicy that
will affect the econgmic stability and national
security of the United States for years to.
come, Tt simply entertains the public with the
idea that the €ra of “heap energy will return
and ignore the truths which characierize our,
real situation, truths which must be confront-
ed before we can estabiish 2 national policy to

deal effectively with the real condrunus of the

world in whlch wa}vie

As’ a‘dt‘lb. ne‘beﬂlma acaﬁomed to

cheap energy. We sold out and abandoned our
own resources, such as toal, and relied on un-
stable fcﬂggn urces. The md cheap
energy is r 's-time to.

sumption of foreign oil anq

from ourawnmm X

\Hnlethe ed States had s S
tic oil
panies
pétrolenm, eheap energy made
economic semse. But the United Stales,
easily withstood three embargoes before 1973,
is no longer the world's leading eil producer
and it is now other nations wmchemmube oil
export. ttlle . :

That cmtn!l aﬂowsmoducmg \‘qili-s to dip
into the' American economy for consiantly
ues — from $4 billion in 18700

, more (han $400 for-every-

'thf mey c_oulg have paid the.
salaries n{;..m lign.and g cas
workers, L TUE -
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TRUTH NUMBER TWO: OPECQI Nd Go—‘

ing To Go Away.

The Organization.of Petroleum Exporung
Csuntries (OPEC), the business agent of those
producing nations, is a cohesive infernational
bloc in business fo maximize prefits. 1t is &
monopoly which has:cornered a market — us.
And anyone who thinks we can continue to do
nothing and the cartel will disappear out of
deference to us should resign himself to
remg come — economically and poli-
tica ¥
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FRANK G. ZARB
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Frank G. Zarb, federal energy administrator for the Ford .d-un-
istration, wrote this article about energy and America which The
Truth reprints for this Full View Editorial page. Zarb outlines -
what he ‘calls the “seven truths” about energy and challenges

every American to “stop savoring the past and star: On"hg and .
producmg Jor the future.”
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b 385,000 barrels by 1977.

major factor i those gains has been
t demand. The censumer .in the
om is aware of the new reality. He is
g his awareness known (o the peopie
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a consumer of what he 1s about to do.
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‘tory manager that he must buy a par-

" item, or that he cannot expand his
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In short, we can change our economic early
warning system from free choice to the
bureaucrat’s memo, altering the foundations
of our economic system.

But building that kind of federally controlled §

system will only sink.us deeper into energy
dependency. - ;

The truth is that those who call for controls.
whether an allocation system, or continued
regulations on the price of oil and natural gas,
are proposing a nightmare.— an expensive
nightmare made even more frightening by the
government's tendency to give al least equal
weight to political as well aseconomic profit in
making decisions. And besides, where in the
histery of our republic have we seen that
government controls as a means of achieving
a national goal have been anything but coun-
lerproductive?

The best course for government is to clear a
path for consumers to make their own
«decisions. We can make that path smeother by
reforming the fax podes and returning excess
profils to consumers, as the President has
proposed. so that low apd middle income
Americans do not carry the burden.

But deregulating oil prices is not just a con-
servation measure; il means more supply
from fields that were in operation in 1872 —
nearly 2 half billicn ‘additional barrels of oi

produced in this country in 1985. "

Producing that oil will require expensive,
sophisticated technology thal costs more than
the oil'can be sold for under cantrals: Because
of an artifically controlled price, those fields

could be abandoned with more than half of the |

oil still inthe ground.

TRUTR NUMBER FOUR: The Question Is |
-Numonmwmuw. ‘

But When.

If the U.S. does not lift il price controls, it

willimean less domestic production to satisfy
growing consumption. That demand will be
filled by insecure, foreign sources of high-
priced oil. Our consumption of importad »il
will grow, and there is no way the federal
government can control the price of eil
produced in another country.

In effect, the oil producing countries of the
world will decontrol our prices for us, and you
can be sure that they will not offer to return the
money o low and middle income Americans
as the administration has proposed.

TRUTH NUMBER FIVE: Esergy And The
Environment Can Coexist.

We can attain both our energy goals and our
environmental objectives. :

Energy independence requires ¢oal, nuclear
power, oil shale and additional oil and natural
gas from Alaska's North Slope and the Duter
Continental Shell. We can develop those
resources and still preserve our epvironment
if apparently conflicting interests will sit down
and discuss objectives rather than polarizing
and politicizing the issues and communicating

through press releases.

TRUTH NUMBER SIX: The United States
Has a Ready-Made Energy Solution.

The only realistic approach to the energy |
problem — the only approach not paralyzed
by nostalgia for oil at $3 a barrel — was
presented in the State of the Union Message §
almost nine months ago,

TRUTH NUMBER SEVEN: The American
People Can Handle The Truth.

The entire premise of democratic govern-
men 18 that the people can reason their wav Lo
the right decisions and make the hard choices
that self-government requires. We must tell
the public the truth about the energy probiem
and its solutions and stop making political
promises of cheaper energy that cannot be
delivered. Let's have a frank discussion of the
issues involved in the energy situation, bring
all the facts out into the open and let the people
decide.

It is time to stop savoring the past and start
saving and producing fer the future. = -

—Reprinted with permission of the Wall
Street Journal? Copyright 1975, Dow Jones &
Company, Inc., all rights reserved. :
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The Seven Truths of Energy

By FRANK G. ZARB

Broadway musicals and some Holly-
wood movies over the last few years have
profited from the public’s longing for an
uncomplicated past. Both have focused on
the 1830s and 1940s though it is difficult to
understand what was so uncomplicated
about the Great Depression and World
War II.

Strangely, there is an element in that
retrospective entertainment trend common
to much that is sald about today"'s energy
problem, The shared theme is nostalgia.

In a theater it can be a harmless di-
version from day-to-day problems, but nos-
talgia has no place in the debate on an en-
ergy policy that will affect the economic
stability and national security of the
United States for years to come. It simply
entertains the public with the idea that the
era of cheap energy will return and ig-
nores the truths which characterize our
real situation, truths which must be con-
fronted before we can establish a national
policy to deal effectively with the real con-
ditions of the world in which we live.

These truths, while difficult to face, are
relatively easy to enunciate:

TRUTH NUMBER ONE: The Energy
Crisis Is Real.

As a nation, we became accustomed to
cheap energy. We sold out and abandoned
our own resources, such as coal, and relied
on unstable foreign sources. The era of
cheap energy is over, It's time to reduce
our consumption of foreign oil and produce
energy from our own resources,

While the United States had surplus do-
mestic oll capacity and American-based
companies dominated the international
trade in petroleum, cheap energy made
productive economic sense, But the United
States, which easily withstood three em-
bargoes before 1873, is no longer the
world’'s leading oil producer and it is now
other nations which control the oil export
trade.

That control allows producing nations fo
dip into the American economy for con-
stantly increasing revenues—from $4 bil-
lion in 1970 to $25 billion in 1874, more than
$400 for every family in America. Had it
remalined in our own economy, that money
could have pald the salaries of a million
and a half American workers,

TRUTH NUMBER TWO: OPEC Is Not
Golng To Go Away.

The Organization of Petroleum Export-
ing Countries (OPEC), the business agent
of those produeing nations, Is a cohesive
international bloc In business to maximize
profits. It is a monopoly which has cor-
nered & market—us. And anyone who
thinks we can continue to do nothing and
the cartel will disappear out of deference
to us should resign himself to remalning
cornered—economically and politically,

TRUTH NUMBER THREE: There Is
No Easy Way Out.

The only course that we can take to ex-
tricate ourselves from that corner is to es-
tablish a policy that reduces our reliance
on imported oil by making our consump-
tion more efficient and supplying more of
our own needs without sacrificing a large
part of our economic freedom.

The key to that policy Is to recognize
reality: Energy is costly to produce and
that means that energy is valuable. The
only successful means our society has yet
developed to measure the actual value of a
commodity is its real price.

Simply stated, If we allow price to re-
flect the economic facta of energy—that it
is a scarce and valuable commodity—then
consumers, both industry and Indlviduals,
will begin to react to reality. They will
begin to use energy efficiently in the home,
in the factory and on the road.

Faced with the real value of energy, a
homeowner will put up storm windows,
add to his insulation and take all of those
other prudent steps required to make
home use of energy more efficient,

Faced with that same reality, a factory
manager will have to decide between a
more expensive plece of machinery using
energy more efficiently and one which
may be cheaper initially but will be more
costly every month when the utility bill
comes in.

That same realism will alsoc begin to
convert our automobile industry from the
production of fleets of chromium-plated
battlewagons to efficient cars that get us

The truth is that those
who call for controls, wheth-
er an allocation system, or
continued regulations on
the price of oil and natural
gas, are proposing a night-
mare.

Reprinted from The Wall Street Journal

where we are going without emptying the
gas tank every 200 miles, This is already
starting to happen.

Over the last two years, more efficient
compact and subcompact cars have gone
from a little more than 41% of the market
to 54%. Average mileage for new cars has
gone from a little more than 14 miles-per-
gallon in 1873 to better than 17 for the 1975
model year. The 520,000 barrels of gasoline
consumed every day by new cars in 1973
has steadily declined and is expected to
drop to 385,000 barrels by 1977.

The major factor in those gains has
been market demand. The consumer in the
showroom is aware of the new reality. He
is making his awareness known to the peo-
ple who make cars. And there is no way he
or the factory manager or homeowner can

make their feelings known, or even be-
come aware of the real value ¢f energy un-
less a true price tells them what is going
on,
That is the only course a free gociety
can take and still remain free. The other
alternative is increasing government con-
trol over some of cur most basic decisions.

Instead of attaching & price tag to an
article to warn a consumer of what he iy
about {o do, we can create buresucracies
to tell us that energy is scarce; to fell the
homeowner that his thermostat is too low
this summer; to iell the factory manager
that he must buy a particular item, or that
he cannot expand his business because his

‘allocation can't be increased, all of which

have, in effect, been proposed.

In short, we can change our economic
early warning system from free choice to
the bureaucrat’s memo, altering the foun-
dations of our economic system.

But bullding that kind of federally con-
trolled system will only wink us deeper Into
energy dependency.

The truth is that those who call for con-
trols, whether an allocation system, or
continued regulations on the price of oil
and natural gas, are proposing a night-
mare—an expensive nightmare made even
more {rightening by the government’s ten-
dency to give at least equal weight to polit-
ical as well as economic profit in making
decisions, And besides, where in the his-
tory of our republic have we seen that gov-
ernment controls as a means of achieving
a natlonal goal have been anything but
counterproductive?

The best course for government is to
clear a path for consumers to make their
own decisions, We can make that path
‘smoother by reforming the tax codes and
returning excess profits to consumers, as
the President has proposed, so that low
and middle income Americans do not
carry the burden.

But deregulating oil prices is not just a
conservation measure; it means more sup-
ply from fields that were in operation in
1972—nearly a half billion additional bar-
rels of oil produced in this country in 1985.

Producing that oil will require expen-
sive, sophisticated technology that costs
more than the oil ean be sold for under
controls. Because of an artificially con-
trolled price, those fields could be aban-
doned with mmore than half of the o1l still in
the ground.

TRUTH NUMBER FOUR: The Ques-
tion Is Not Whether Oil Prices Will Be De-
controlled, But When.

If the U.S. does not lift oil price con-
trols, it will mean less domestic production
to satisfy growing consumption. That de-
mand will be filled by insecure, foreign
sources of high-priced oll. Our consump-
tion of imported oil will grow, and there is
no way the federal government can control
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the price of ofl produced in another coun-
try.

In effect, the oll producing countries of
the world will decontrol our prices for us,
and you can be sure that they will not offer
to return the money to low and middle in-
come Americans as the administration has
proposed.

TRUTH NUMBER FIVE: Energy And
The Environment Can Coexist.

We can attain both our energy goals
and our environmental objectives.

Energy independence reguires coal, nu-
clear power, oil shale and additional oll
and natural gas from Alaska’s North Slope
and the Outer Continental Shelf. We can
develop those resources and still preserve
our environment if apparently conflicting
interests will sit down and discuss objec-
tives rather than polarizing and politiciz-
ing the issues and communicating through
presa releases,

TRUTH NUMBER SIX: The United
States Has a Ready-Made Fnergy Solution.

The only realistic approach to the en-
ergy problem—the only approach not para-
lyzed by nostalgia for oil at $3 a barrel—
was presented in the State of the Union
Message almost nine months ago.

TRUTH NUMBER SEVEN: The Ameri-
can People Can Handle The Truth.

The entire premise of democratic gov-
ernment is that the people can reason their
way to the right decisions and make the
hard choices that self-government re-
quires. We must tell the public the fruth
about the energy problem and its solutions
and stop making political promises of
cheaper energy that cannot be delivered.
Let's have a frank discussion of the issues
involved in the energy situation, bring all
the facts out into the open and let the peo-
ple decide.

It is time to stop savoring the past and
atart saving and producing for the future,

Mr. Zarb i8 the Federal Energy Admin-
tstrator. An editorial related to this sub-
jeot, and to two of the letters below, ap-
pears today.
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. televised interview Sunday,

National briefs . % 3

'$2 il tariff is

a must: Zarb

From Tritune Wire s;nku
WASHINGTON—With price coutrols on most domes-
tic oil about to expire, the Ford ad

that any congression
have to relain the

And, sald Federal Energy.
Frank G. Zarb, President Ford will not accept any
compromise that would reimpose gradually reduced
controls on oil prices for Jonger than"39 months. In a

Zarb repeated the adminis-
tration’s willingness to work with Congress to ease the
fll er impact of the higher energy
ollow.
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prices that will
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No lines, ho gas if Arabs

WEDNESDAY, OCTOBER |, 1575

cut off-oil again, warns Zarb

Another embargo by Arab oii-produc-
ing states would force the United States

into an energy ailocation program that -

would “make the last one look like
a picnic,” Federa! Energy Administrator
Franck G. Zarb said vesterday.

"You won't have to worry about long

X ;*

= lines at-the gas station because Lheﬁé
“'won’t be enouzh gas to have a line

3
Zarb said. - o SRRy el

He issued the ‘warning-at a semi ,aj
. }
on energy conservation sponsored. by

- the conference board,”an independent

business research group. He ruled 6u<
federal energy - allocation except. “in
the event or another embargo.” "t
“Lf “we~ should have one,” he. said,
“it will make the last-one look- like a1
picnic. Our primary - thrust is going!
to be to save-jobs and keep industries;
Boing.i g .= . ot AL L -
Zarb -was. referring to the withhold]
ing action taken by Arab oil -producers
following the> 1973 Arab-Israeli war.,
At that time, the government tightiy
restricted oil and gasoline supplies,
creating long lines at gas stations, |
higher prices and restricted hours of|
aperation and limited purchases,
He added he does not anticipate af
shortage of heating oil this winter. . -
But,” Zarb said, “the natural gas |
situation is where we have a problem.”
The admimistration has proposed emer-
gency measures that would allow intra- |
State suppliers to make up- shortages|
in the inter-state system as a ‘short-|
term solunon. It the .long run, matural
gas needs to be.deregulated'_'at the
wellhead .to provide adequate supplies,
Zarb said, _ W A
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ctofArabBoycott

o - By ROBERT ‘CARROLL_;}_- = Pl )
-Federal Energy : Administrator Frank Zarb said
yesterday another Arab oil embargo against the United -
States“would not create long lines at gas stations, be- |
cause “there won’t be enough gasoline to-stand in line -
'.fOI‘." A.';_'-'I. Sorf Tl > % = y " ST :
~ Zarb, speaking to a meeting of the Conference Board st the
Aniericana Hotel, said & six-month em!argo “wouid put a millien
.. 'people out of work here” and cut the gross naliopal product by -
$40 billion> “ - ARG T A e R
. “u.Zerbwas o pessimislic,. he said,” because "the nation” “ap-™
. pears- tos be. missing &un element of _courage” in_attempti to
deal ‘with its ojl and other enerey problems.” . .- - A

% Says We've 'Abandoned’ Our Caﬁubﬂi”gs I

While. this country. has “the yichest energy supply ‘of any
nation in the world,” the administrator said, "Americans have®
“abanboned our own 'gapabi!itie_s" by<. r;_lying';qlheg ily

eign nations for oil. TR w - gV L&
The United States, Zarb said,.“sold out to & chesp natural
resource and became vulnerableito & group of Toreign nutions,”: <
Zarb, repeating his earlier ‘Teaction to-lust week's 10%. riss
In oil prices linposed by.the Organlzation of Petroleurn: Export-
ing Countries; said he was “damned outraged” by the boosi. Th=
increase, he said, will ruise gasoline prices in.this country by at
- least a cent and a half a gallon. ’
i~ - <Over the next few years, Zarb gaid, he sees only two soureas
. of domestic “new energy” — coal and the Navy's petroleuw
* reserves, the lalter a source of 800,000 Larrels of Cla day. “Wa
haven't begun new offshore drilling,” he said, “and we hava lat
nuclear power dray along.” |
"% " Sees a Sunny Future for Solar Energy
- Zarh said he liad “a ot of confidence” in solar energy. *1t's
News phola by Evelyn Siraus moving along a lot faster than people give it credit for,” hez said.
Frank Zarb as he spoke of ef- The development of shale_ oil, on the olher hard, he said, “has a
fect- of possible G,“‘ba_-'ﬁ:‘)' : long way to go.” - 1= - i : i
- <Zarb predicted a natural-gas shortage in the coming manthy
“somewhat'morg serious than last winter.” New supplics must hy

developed, he -said, through: the gasification of coal and tha
. manufacture of synthetic gas. - '

As an incentive to -conserve energy, Zarb suggested that tux
credits be :offered builders who incorporate eneigy-saving fes-

—tures in their buildings, .

i i
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By Elliott Cooper
Times-Dispatch
Business Editor
'HOT SPRINGS — With
domestic oil production at a
nine-year low and natural gas
output having peaked two
years age, Federal Energy Ad-
ministration Chief Frank G.
Zarb said Saturday it was in-
tolerable for the nation to con-
tinue todrift without a national
energy policy.
Talking with reporters after
a presentation to members of
the Business Council, Zarbsaid
it was ‘‘rather sorrowful’” to
see Congress leave for arecess
before adopting more
measures to deal with the ex-
pected natural gas shortage
this winter.

Zarb said he told council
members, who were con-
cluding their two-day, semian-
nual - meeting at the
Home_stead. that the ‘energy

" Frank G. Zarb
‘He‘ps Focus the Mind’

cansumption patters. of
Americans are shifting. - -:L

“IN THE HOME,” he ;
“‘the trend is toward con Sér-
vation, buuxo. near! ’whatw
need to have.'

Both autwsmobile manuiac.
turers and motorists, he con-
tinued, are seeking increased:

* efficiency. “Our judgementis‘

the American consumer is-
beginning to make his decision~
and regxater his vote in the-
showroom.” e
In replying to a quemon on-
the short-term outlook foro
states such as Virginia that
face a natural gas-shortage,.
Zarb predicted economic dis-
ruptions in several months.
‘‘We are going to have some
people not empioyed because
f the shortage,”” he said.-
With the current reiuctance
of Congress toend reguiationof
natural gas prices, Zarb in—
dicated that apparently it will-
take plant closings and um-
employment to make the issue.
surfaceagain. ‘'Thesightofthe’
gallows helps to focus the.
mind,"” he added. Kt

THE ENTIRE question of
pricing, Zarb said, has become -
a stumbling block for Congress -
and is a situation that needs ta -
be cleared up before other im-
portant matters, such as
development of the outer con-
tinental shelf or use of naval oil
reserves, can be addressed.

1n addition to Zarb's energy
message, the coencil, a group
of more than 125 of the nation’s
leading business executives,
also heard a tailk on nuciear
power from Harold Brown,
president of California In-
stitute of Technology. i

Brown told reporters that his
message to the businessmen

was that ths country was going
to have to depend on coal and
uranium toprovide thernation's
energy requirements through
the end of this century.

“If we are going to get the
energy we need to maintainour
standard of living, we will have
to use both coal and nuclear
Ipower],” he said.

EROWN PREDICTED con-
tinued opposition to the con-
structionof nuclear generating
stations but said that “‘as the
power shortage begins to bite”
it will be easier for the utilities
to convince consumers that the
pladts must be built.

To advance their case,
Brown urged the electric
utilities toconcentrate onstan-
darcizing the design of nuclear
plants and to become more
zzreeable to building the
plants underground.

The council also heard talks
by William J. Baroody Jr., an
assistant to President Ford;
Ray Garrett Jr., chairman of
the Securities and Exchange
Commission; Frederick B.
Dent, special representative
for trade negotiations, and
George D. Webster, a
Washington lawyer.

Webster, in a speech on
political contributions, said the
Federal Election Campaign
Acrwill be tested next monthia
the U.S. Supreme Court.

“TWO SECTIONS of the law
which may not survive the
coust’s 5crutiny are the limis
on individual contributions and
expenditures,’’ he said.

Unlesscertainsectionsof the
law are ruled unconstitutionai,
Webster argued tnat incum-
bent politicians will gain a
significant advantage over
their opponents.

“It will be impossibie for
new ideas or candidates
without 2 following io sbtaina
voice without the expenditure
of greater ameunts of money
than aliowed by present law,”
he said.




Livermore, California
Tri-Valiey Heraid
{Cir.D.10,158)

becmirmsngjythpaﬂatmfau‘p
energy, he said.

He said this “growing dependency on for-
&ign sources of energy...could well put us back
nqumwmwmmmm
O pesdenssy Gl Aorciil Wi 2ed Macrvaand 3
I s per cent since the embargo and on
running the whole show on their own.” :

Zarb said the nation must discard its self- :
ishness and camplacency oyer the urgency of

5.
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Te Nee to Dé Na'l as

Energy Chief Says Only an End to Price Ihequities Can Avert Shoriages

BY FRANK G. ZARB

The nation has a natural gas shortage that
is deepening each year. Its cause is pricing in-
equities. The result is a curtailment of gas de-
liveries to industries—and that means the
possibility of factory shutdowns and unem-
ployment. The only long-term solution to the
problem requires an end to price controls on
newly discovered natural gas.

President Ford, the Federal Energy Admm
istration and the Federal Power Commission
have all urged this course. The Senate has re-
sponded with a bill including short-term pro-
visions to relieve this winter’s shortages and
permanent steps to end federal regulation of
the price of new gas supplies. The House
should follow suit—promptly.

The problem is this: For more than 20 -
years, the price of gas produced in the field -

has been kept at umpealistically low levels—
too Jow 1o ecopemicHlly justify high-cost,
high-risk exploration and development.

For example, the TS, Bureau of Mines esti-

mates that the average wellhead price of na- -

tural gas is new about .38 cents per thousand
cubic feet, equivalent in energy to a barrel of
crude ail costing about $2.20. New US, oil
production and oil imports now sell for more
than $11-a barrel.

Moreover, under federal regulation, a pro-
ducer ¢an expect to obtain for new gas only
seme 52 centsto 60 cents per thousand cubic
feet if he sells {o a pipeline that transports his
gas across state lines to markets in other
parts of the country.

On the other hand, he may sell the same
gas for $1.25 to §1.75 per thousand cubic feet
to an industrial or utility customer who will
consume the gas in the state where it is pro-
duced: Interstate pipelines cannot compete for
new supplies of gas because the regulated in-
terstate price is far below the unregulated
price for gas sold locally.

It is no wonder, then, that production of
natural gas in the United States declined
about 8% in 1974—equivalent to 230 million

barrels of oil. The deficiency in supply for the

12 months ending next March is projected at
29 trillion cubic feet, or about 15% of
requirements.

The unreasonableness of our natural gas
oricing is easy to understand when thought
of in terms more familiar in everyday life.

The nickel candy bar disappeared from

America when the cost of producing it rose to
the point where confectioners could no ionger
make 2 profit selling the same candy bar at
the same old price. In that case, candy manu-
facturers, unhampered by federal regulations
on price or size, either raised the price of
4heir wares, or reduced the size of the candy.

-or did both.

Gas producers, unfortunately, are not in the
same boat. They do not have the option of in-
creasing their price, so their only course of
action when their costs of finding and pro-

gas rise gharply—this has
happened over the past few years—is to pro-
duce gas only from the areas most easily and
economically discovered. The result: short-
ages in much of the country.
hrgemdmt.rinlandcommerdalcmtomers
;v‘psufieﬁngthemost especially in the
winter, In most areas residential cus-
tumen continue to enjoy uninterrupted ser-
vice, bul in some communities severe cold
spells may occasionally make it necessary to
shut off service even to them.

The economic consequences of gas curtail-

ments include Joss of industrial production,

Frank G. Zarb is administrator of the Feder-

@l Energy Administration.

loss of jobs and increased manufacturing costs
resulting from the need to switch from gas to
far more costly alternative fuels.

Natural gas ghortages will continue to grow
each year if nothing is done to increase incen-
tives for new production. By deregulating the
price, Congress will spur producers to in-
crease supplies while allowing interstate pipe-
lmstoeompeeeonanequalbas:smthgas
buyers in the state where the gas is produced.

In the long run, deregulation is the hest
way to attack the problem. Alternative sup-

“'ply supplements such as imported liquefied

natural gas or synthetic gas will be much
more costly to the American consumer than
new natural gas obtained from convéntional
domestic sources, even if prices of new gas
are allowed to reach free-market levels.

If new gas supplies are deregulated, the
added cost to residential consumers will be
relatively small, because the higher cost of
new gas production will be averaged in with
the lower cost of old gas.

For example, assuming a doubling of the

price of new gas upon decontrol, and assume
ing the fact that in the first year production |
of new gas will probably amount to 10% of
the total national gas production, this is what
would happen: A gas utility would buy, on
average, 90% of its gas at the old price and
10% at the new. As a result, from one year to
the next, the utility would pay only 10%
more for its gas supply.

Fm-themore,meaveragepﬂceofmm
the field, including both old and new supplies,
represents only about 20% of the total cost of
service paid by the residential consumer, (Ap-
proximately 80% of his bill goes for the cost
of pipeline transportation and distribution.)
Thus, a doubling of field prices for new h&
might increase residential gas bills by as ‘
as 2% or 3%. &

IfCongmssfnilstopassthepmdmgmw.
gas price decontrol legislation, the natural gas -
shortage will inevitably become greater,
more consumers will be forced to convert
from natural gas to-oil or electric service, In"
that event, the bill for consumers would be”
much higher than if they were able to con-
tinue natural gas—even though they.
“would hnvetopaymewhnthlgherpm
for that gas.

The American free-enterprise mtem,vhm
allowedtoworkmacompenuvemnmphue
unhampered by unnecessary regulation, has
traditionally provided U.S. consumers with
adequate supplies of goods and services &t

-reasonable prices. Allowing free market

forces to provide economic incentive for nats
ural gas producers can accomplish dramatic
increases in domestic exploration for gas and
production of gas—and al the same time hold
consumer price increases to moderate levels.
In addition, we can promote more effective
use of a highly desirable and efficient fuel by
allowing prices which reflect the true value
of natural gas. A further bonus is that, as-
suming increased domestic gas supplies, we
can reduce the need for xmported oil that is
now needed in parts of the country where ps

.is unavailable.

The conclusion is clear and inescapable:
Congress must act—and quickly—to remove
price controls on new natura! gas found and
produced in the United States. The result will
benefit all consumers over the jong haul, in
temnsofbomcostmmgsandenhmwden-

ergy supplies.
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Zarb: Bill Wo

BOCA RATON, Fla., Nov. 18 (AP) —
Consumers will not save even a penny
on gasoline under the national energy
bill now before Congress, President Ger-
ald R. Ford’s energy adviser says.

Federal Energy Administrator Frank
G. Zarb told a group of newspaper pub-’
lishers yesterday that congressional pro-
ponents of the bill were wrong when
they estimated that it would cut gasoline
prices 3.5 cents a gallon at the pump.

*] should warn you that congressional

claims the bill will mean a 3.5-cents-a-
gallon rollback initially can’t be substan-
tiated,” Zarb said. “If it rolls back the
price of gas by as much as a penny a
gallon, I'll be surprised.” ;

Zarb has reportedly urged President
Ford to sign the compromise energy
proposal but said yesterday he did not
know whether the President would sign
or veto the bill.

Under the terms of the compromise,
an initial average price of $7.66 a barrel
would be set on all domestic oil. That
cost is down from the current average of

$8.75 a barrel for oil coming from Amer-
ican wells.

Zarb told the Southern Newspaper
Publishers Association that the bill's
proponents did not take into account re-
cent hikes in the cost of producing do-
mestic oil — increases that have not yet
been passed along to consumers.

He said that figures showing a de-
crease in gasoline prices at the pump
also do not acknowliedge a recent deci-
"sion by the Organization of Petroleum
Exporting Countries to increase the cost
of its oil. .

‘“Actually, I don’t think it would be a
good thing if this bill did bring a reduc-
tion in the cost of gasoline,” he said.
“Anything that would drop the price and
encourage an increase in consumption
would not be a positive development in
our energy program.”

Frank N. Ikard, president of the
American Petroleum Institute, echoed
Zarb’s warning.

“I understand the politics of this,”
Ikard said. *“It’s been highly publicized

hat this bill will bring a reduction of 3.5

«f

=
= .
&
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,’t Cut Oil Price

-to 4 cents a gallon in the cost of
gasoline, but that is just not true.

“I want to tell you this now because
when the cost of gas deesn’t go down, I
know who's going to get blamed for it. I
don’t want to see a flood of editorials
blaming big oil because prices didn’t
fall »

Provisions of the bill include pushing
the per-barrel cost of oil down initially,
then allowing it to rise by as much as 10
per cent a year over the next 40 months.

Meanwhile, the leader of Republicans
in Congress who oppose the compromise
bill says President Ford is understand-
ably thinking of politics as he weighs the
measure.

Seantor Paul J. Fannin (Rep.), Arizo-
na, said of Mr. Ford: “He doesn’t want
it to be an issue &t the time of the
primaries” in New Hampshire and
Massachusetts in February and March.

“It’s a political decision and I can
understand that. A veto could result in
turmoil at jusi the time of the pri-
maries,” Fannin said.

-¥



T"ngher oil and gas

prices %

"urged to guarantee supplyg

‘anfuusoﬁnaandoilmnﬂ.h
F]lowedtogoup,orthenatinnwin
regret its penny-pinching, Frank Zarb,
ﬁnad of Federal Energy Administration
ﬂnPboenimeryClubFuday.,

ness
" needs to develop
§ American sources,
be said. _
“There i no se-
cure, reliable
source of energy

Zarb
outside the U.S.,” said Zarb.

He called oil a very dear commodity,
““we cannet confinue te use the

ARGENTINA—The Unifed States recog-
ﬁuhzs new three-man junta as lawful
government of Argentina. Page A-3.

‘CAMPAIGN—W!JI& House views Jime

‘my Carter as a more likely Democratic

opponent than Hubert Humphrey, Ford
ﬁlpokesman says. Page A-10,

AL CUTBACKS—A congressman

says the Postal Service has ruled out

Fnew gutbacks but the agency fails to
cenfirm his statement. Page A-24..
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"“we sold out to cheap oil in the

By GRANT E. SMITH

wywedunow"lnmasmgpnca
ooe of the few effective. means of
getting people to conserve, he said. 4

If people don’t conserve and
can sources aren’t developed, Zarb saﬂ{.
the higher prices will be paid anyw
but the money will go to. the

The natien is in this mess beca

case

said Zarb. “You did 1f., /i d1d it, we aﬁr
did it.”

The United States went on an energ*f
binge typifed by “chromium-plated gum-
boats we call cars” and forgot to keegq
working on other energy sources.

“We just did not realize oil was mJ
going to be around forever,” he said.

Then, in 1973, the-Arabs clamped i
embargo on their oil. Zarb e
that it was the fourth time the Ar.
had used an- embargo, but 'the

“time the U.S. public noticed.

“We noticed it hecause we had b-
stand in line for gas,” he said. “Since
then, the situation has gotten  werse. |
The next embargo will -make the last
look like a’ picnic. You wen’i: have fo'
stand in line, because there won't be.
any gas. We’ll be using all of it just to

"keep industry and people at worle™ 1

Almost 400 Rotarians and guests were
at the Adams Hotel for Zarb's lunch-~
eon speech. Sen. Paul Fannin, R-Ariz, |
and Phoenix Mayor Margaret Hance
were at-the front table.

The major components needed tng
bring the United States to a self=
sufficienf  stature in the 1980s, *Zark

- said, are comservation, expanded use of

nuclear energy, expanded use of coal'
and maximizing the use of natural gas
" and oil.

To become self-sufficient, Zarb said,‘
the nation is going to have to mnse
mining methods some people dislike, ta:
drill where some people oppose it, to,
use nuclear energy though some oppose
it and to burm coal though the emis-
sions may not be desirable.

At the same time, the nation must
continue developing other energy
sources such as solar, geothermal, coal
gasification and oil shale.
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Oil embargo chances

called ‘oreat’

CHICAGO (UPI) — Federal energy
Administrator Frank Zarb said Wednes-
day there is a ‘disturbingly great

chance™ of another oil embargo that
could be worse than the one two years

ago.

Addressing the American Power Con-

. ference, Zarb said the nation *has been

-living on borrowed time for much too

‘long, and if countries which sell us

crude oil and petroleum products decide

to stop the clock again, we’ll be in for a

" crash refresher course in what life was
_like during the last embargo.”

Zarb was reported to have said in an
interview with editors of the Chicago
Tribune that the Federal Energy Ad-
ministration would be disbanded June
30, but upon his return to Washington
Zarb said he either had been misunder-
stood or had not made himself clear.

“The President has sent to the” Con-
gress a bill to extend the agency
through Sept. 30, 1979," Zarb said. “It is
my hope and belief that the Congress
will see fit to support his extension.”

The law establishing FEA provided
for it to go out of business automatically
on June 30, 1976.

Other FEA officials said it appeared a

" House panel that has completed hear-

ings on extending the FEA's life would
recommend an extension to the House.

Frank Zarb
They said Senate hearings on the fate of
“the 3,400-person agency would begin
after the Easter recess, and that al-
though theye is some opposition they ex-.

by Zarb

pect the Senate to gq along with an
extension.

Zarb said in his speech that another
embargo could mean not just long gas
lines but perhaps no gas or lights at all.

“But I want to emphasize that this is

not idle doomsday talk. It is an all too

real possibility.

“] am personally convinced that we
stand a disturbingly great chance of
being subjected to another embargo.
The Organization of Petroleum Export-
ing Countries has the oil we need, and
they can be expected to make the most
of the sellers’ market they enjoy."”

The problem could be averted, he
said, if the U.S. embarked on a four-step
plan to make.itself embargo-proof by
1985. His plan includes maximum con-
servation of all energy resources, maxi-
mum domestic oil and natural gas

. production to bring it up to a pre-1974

level, a doubling of domestic coal pro-
duction and a hamnessing of nuclear
power.

“As long as we continue to become
increasingly dependent on the OPEC na-
tions for our petroleum supplies, we will
be increasingly subject to arbitrary -
OPEC decisions on price and supply,”
Zarb said.

“And that will simply mean that we
didn't learn the history lesson.”
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U,S. ENEIGY CHIEF COMPLETES MIUDLE EAST TRIP

Frank G, Zarb, Administrator of the United States Federal Energy
Adninistration, expressed appreciation for the welcome he has received
from Iranian officials during a three-day informal visit to Tehran,

Mr, Zarb stated that he had had cordial conversations over a wide
range of energy topics of mutual concern to the United States and Iran,
He met with Dr, Jamshid Amouzegar, Minister of the Interior and
Representative to OPEC; Mr, Hushang Ansary, Minister of Economic Affairs
and Finance; _r, Reza Fallah, Deputy Managing Nirector, ilational Iranian
0il Company; Mr, Taghi Mossadeghi, llanaging Director, National Iranian

Gas Company; and ir, Parviz Mina, Director for International Affairs, NIOC,

mMr, Zarb has 2lse visite! Sauci Arabia, wherc he met with Saudi

officials, imcluding Sheikh Zaki Yameni, Minister of Petroleum and

e
FLS

tineral Wealth,

Mr, Zarb returns to Washington cn Monday, May 10th,
P { | T
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~ The Washington Post

FRANK ZARB
. .. barters discussed

| Zz&ﬁ%rges
OPEC to

Hold Price

By William Branigan
.  8pecial to The Washing'on Fost

TEHRAN, May 9—Federal

energy administrator Frank
Zarb_said today he told Sa-
.udi Arabian and lranian of-
ficials during a 10-day Mid-
.dle East trip that the oil-
‘producing nations should
adopt “an absolute freeze”
on oil prices until the end of
the year.

The Organization of Pe-
troleum Exporting Coun-
tries, in which Saudi Arabia
and Iran are the leading
producers, is to meet May 27
in Bali, Indonesia. to decide
whether to raise oil prices
.after a freeze imposed last
year. The freeze is to end in
June. It took effect after
OPEC raised prices 10 per
cent last October.

Zarb, winding up his trip
today, also told a news ccn-
ference that he discussed
the possibility of oil-for-
weapons barter deals be-
tweern Iran and private U. S.
firms. But he said he did not

try to “negotiate purchases |

for any particular purpose,”
including supplies- for the
Federal Energy Administra-
tion’s billion-barrel strategic

i oil reserves program.

Zarb said the world eco-
nomic recovery wasg still in
“a tender state” and that a
new OPEC price inerease

would run ‘“counter to the |

rate of speed or very mo-
mentum of that recovery.”

He said that in his talks
with oil officials. including
OPEC representatves Jam-
shid Amouzegar of lran and
Sheikh Zaki Yamani of Sa-
udi Arebia, he found *“very
keen sensitivity to the role
an oil price rise might play”
but he would not speculate
on any eventual OPEC price
decision.

“Nobody made any com-
mitment, nor did I ask for
any,” Zarb said of his talks
on the OPEC price.

But he said a 10 per cent
increase would be “exces-
sive” and that “an absolute
freeze for the remainder of
the year would be the correct
step from my point of view.”

Zarb, confirming that dis-
cussions are under way be-
tween lIran and three pri-
vate U. S. companies on bar-
tering lranian oil for Ameri-
can weapons, would not

name the companies. But he |
indicated that the aircraft .

maker McDonnell Douglas
was not among them as pre-
viously reported.

Press reports have also
said Iran was seeking to bar-
ter for warplanes with Boe-
ing and Northrop. Sources
in Tehran say Grumman Ae-
rospace Industries may be
the third firm.

Iran has already con-
tracted for 80 Grumman F-
14 Tomeat jet fighters in a
$2.2 billion deal.

Zarb said that no Ameri-
can oil company has yet
“signed up as part of the
transaction,” involving bar-
ter. As it is envisaged here
now, any eventual deal
would involve an American
defense contractor and an
American oil company as
partners in dealing with
{ran.

MAY 10 g7
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Zarb:

Energy conservation—

a no-risk venture

What are we going to do when the well runs dry? How close is decontrol?
Tax incentives? Is coal the answer? An on-the-spot interview with Frank

Frank G. Zarb, Administrator of the
Federal Energy Administration, is a
principal advisor to the President on na-
tional energy policy and programs.
Zarb also serves as executive director of
the cabinet-level Energy Resources
Council. Before joining FEA, Zarb
oversaw budgeting for all Federal en-
ergy, natural resource, agriculture, ahd
science programs as associate director
of the Office of Management and
Budget. Previously, Zarb served five
¥ears as chairman of the executive
committee of Hayden, Stone & Co., a
New York investment firm.

Zarb: the man with the answers.

EDITORS: How important is a strong
energy conservation program in the in-
stitutional, business, and industrial sec-
tors?

ZARB: Well, since most of our energy is
consumed by the commercial and indus-
trial sectors, conservation has to be
most critical in those sectors. If we're
going to use energy more wisely as a
nation, business and industry are going
to have to make a fairly massive contri-
bution.

EDITORS: How much would a strong
energy conservation program — a Spar-
tan effort — reduce our nation’s inde-
pendence on foreign sources?

ZARB: Well, in a ten-year period, it can
amount to five to six million barrels of
oil per day — perhaps more. This is with
a modest effort. We historically have
had, as a nation, a startling energy
growth rate — about 3.6% per year.
We're headed now at about 2.8%. With
a little strain we can get that down to
2.2%. Which means by 1985 — and all
this is cumulative — we’re going to be
saving a whale of a lot of oil. In the
industrial sector, the fact is that energy
has become a line item on the profit
statement. The factory manager has be-
come sensitized to the need to find ways
to produce a unit of product with less
energy consumption. Some of the indus-
trial companies reporting to us have
shown it can be done — not only from a
national energy conservation stand-
point, but in improvement in the com-
panies’ profits.

"“Where you stand on energy policy,"
says Frank Zarb, ‘'depends on where
you sit.”’ Zarb sits in the old postmaster
general’s office (center) in Washington,
D.C. Energy Management editors are
Sam Milnark, right, and Jeff Forker.

EM-5
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‘“We sold out the cheap oil at
19 cents per gallon and got 6

free glasses with a fillup. It was
an orgy.”

Some people of late have
shown anurge to lop off a few of
FEA's tentacles: regulatory, pol-
icy, or even public relations. A
bill has even been written that
does away with FEA altogether.
However, our Washington
sources tell us that another bill,
S$-2872, extends the life of FEA
for three more years, until Sep-
tember 30, 1979. The bill is out
of committee, and seems to
stand a good chance of pas-
sage. A similar bill must also get
through the House, however.
Whatever the case, an extend-
ing bill must pass by June 30, or
FEA dies a natural death. Even if
FEA should be done away with
(notvery likely at presstime), the
situation won't really change
much. Other government de-
partments would simply pick up
FEA's major programs and
people—rearranging the bu-
reaucracy as it has been rear-
ranged so many times before. -

EM-6

EDITORS: What major conservation
policies and programs is FEA recom-
mending to Congress to accelerate and
promote conservation? It seems to us
that the potential energy savings in refit-
ting and replacing inefficient equipment
has barely been touched.

ZARB: The first thing you have todo is
price vour energy product at its real
value. If you sell natural gas below its
real replacement value, then people are
not going to make a change. I don’t care
how much jawboning you do or legisla-
tion you try to pass, it won’t do the job.
Until you move the price to where it
represents its true value to the country,
people are going to look at a piece of
equipment; they'll look at their capital
investment, their write-off rate, the cost
of their product and the return on that
product with new equipment, and they
won't make the changeover until the
numbers are right. True energy pricing
is the most important step forward.
EDITORS: What about tax incentives
for refitting or replacing existing equip-
ment to increase efTiciency?

ZARB: I've always supported and will
continue to support the notion of in-
vestment tax credits as a way to pro-
mote refit activity.

EDITORS: How do you feel about legis-
lative penalties or standards?

ZARB: We have mandatory standards
now in the automobile sector — al-
though I think the automobile industry
is well ahead of the standards set by
government — at least for the next 5
years. They're reacting to the fact that
gasoline is now 50¢ a gallon instead of
30¢. That’s what made the change. In
appliances — we'll be labeling them so
that consumers can make the judgment
as to miles-per-gallon-per-dryer. And
we’ll probably have to have some man-
datory standards in buildings. But by
and large, the notion that mandatory
standards will be the driving force to-
ward energy conservation is not a very
good one. What drives a nation and an
economy to use a resource more wisely
is a reflection of the value of that prod-
uct in its marketplace. Every nation in
western Europe that has had an energy
problem — even those nations less
oriented to the free enterprise system
than ours, with every reason to go to
mandatory standards—have instead all
gone to adjusting the market price to
induce a different energy-consumption
pattern.

EDITORS: It looks like decontrol is
coming, but probably not until after the
election. Your reaction?

ZARB: 1 don’t know. A lot of people
feel the way you do. But we hope there

will be at least one more try before the
election to get natural gas legislation
that will raise prices to the point where
there’s enough inducement to go ou:
and develop more domestic natural ¢
rather than to rely increasingly on
foreign imports to replace Americar
products. We are convinced that, under
existing controls, natural gas produc-
tion levels will be such that in 10 years
we will be importing two million barrels
a day more oil than if we remove those
controls. There's a lot of resistance to
that. The compromise worked out in the
Senate, which did not get through the
House, freed the price of new natural
gas, explored and developed after
enactment. We're hoping for one more
try before the election.

EDITORS: Do you feel encouraged
about the bill's chances for passage?
ZARB: 1 feel more encouraged about
energy policy in toto. I think the body
politic, after a year of intense debate,
has become more educated, more un-
derstanding about how the market
works. If we weren't facing election this
year, I'd be twice as optimistic about
getting some tough legislation to get the
Jjob done.

EDITORS: Let’s say you're the presi-
dent of a manufacturing firm faced with
a decision on whether to invest $1 mii-
lion in energy-saving equipment. You'll
cut operating expenses by reducing
consumption, and the return on invest-
ment will run 5 years at today's energy
prices. How confident would you be
about making that investment when
you're not positive whether the price of
energy will go up, stay the same, or go
down in that time frame? Most execu-

““Most of our energy is con-
sumed by the commercial and
industrial sectors. Conserva-
tion has to be most critical in
those sectors.”’
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“tives face a great demand for their avail-
able capital, such as expanded produc-
tion capability. stronger marketing pro-
grams, new product development. EPA
requirements, OSHA requirements,
b and many others. They are much more
confident about spending their capital
for traditional uses than for the new kid
on the block — energy conservation.
They can be forced by law to spend capi-
1al on EPA and OSHA requirements.
But if any doubt exists about energy
prices. they 're simply not going to make
the investment in conservation in the
face of all those other demands.
ZARB: If you're saying it will take 5
years to get my money back in energy

pends on where you sit.”*

savings — and the life of the equipment
is 15-20 years — if the critical path to my
decision is whether or not energy prices
are going to go up, then I'd make the
decision in favor of the new equipment.
There's no question in my mind that
energy prices are going to go up.
They're going up in one of two ways: if
we want to increase our domestic pro-
duction we're going to have to increase
_rices to allow a reasonable return on
invested capital. If we don’t increase
domestic production, then we'll be pay-
ing more money to foreign oil producers
to get the job done. One way or another,
the American businessman is going to
spend more per unit of energy.
EDITORS: FEA's Energy Outlook
1976 is a voluminous, scholarly work.
Though necessary for long-term
analysis, it doesn’t provide the vital
day-to-day, short-term data on avail-
ability and prices. so that executives —
and their accountants — can make con-
fident decisions for investing in energy
conservation. Do you believe that FEA
should attempt to forecast availability of
energy and energy prices S years out —
updating every 60 days — so that busi-
nessmen and the public can make sound
financial decisions? Could FEA fund or
initiate such a program? Could such a
srogram be treated like the consumer
rice index, reporting to the public
-very 60 days?

ARB: 1 think government’s role is to
1ake information available that we're
ware of: how much oil costs: why its
o~ s risen; the position of the cartel
« we see it; how much oil comes from
e cartel; how much oil can be pro-
uced domestically; what's likely to be
e change in domestic cost. What we

‘““Energy: where you stand de-

can’t do is predict what OPEC or Con-
gress will do. Others must make those
judgments. The business community is
used to taking risks, based on its own
conclusions while looking at the facts. I
haven’t seen a government decision
made yet that can come anywhere close
to the competency of conclusions
reached in the private sector after all the
facts are laid down. It's not hard to
come to the conclusion that over the
next S years, anyway, at minimum,
you're going to have a rate of increase in

' energy prices at least equal to the na-

tional inflation rate. And possibly more,
depending on what OPEC does and how
public policy is put into place.
EDITORS: If businessmen knew better
what prices they would be paying for
energy in the months and years ahead,
they would be more likely to put money
into refitting their energy-inefficient
equipment.

ZARB: I'm not any more qualified to
make a judgement as to what Congress
is going to do than the individual busi-
nessman — or what OPEC will do. All 1
can dois release the studies we’ve made
giving history and general projections.
In the final analysis, the businessman
has to make his own decisions based on
the facts available. I don’t think you
have to be a Houdini to come to the
conclusion that energy costs and prices
are going to rise in the years ahead. I
know when I was in business ,I had an
accountant or economist who gave me
his best estimates and I had to make a
decision on my own judgment of those
facts. I didn't want the government or
anyone else to help me in those deci-
sions because if they went bad, the gov-

ernment wasn't going to share in the
responsibility. 1 sympathize with the
fact that businessmen don’t know what
oil prices are going to be a year from
now — no one else knows either. Busi-
ness has to make its own judgments.
EDITORS: Once we get solid reaction
from Congress at basic levels and have
firm energy programs and policies under
way, we won't have so many factors to
contend with. Then the major thing to
deal with will be OPEC — not a small
problem, but a simpler problem.
ZARB: While we can project oil prices
roughly — you just never know whether
OPEC will jump the price higher, or skip
a year. I think a businessman who
makes a decision to invest in energy-
saving equipment based on his best en-
gineering calculations isn’t taking much
of a risk at all. Demand for energy is
going to continue to grow. There are
finite sources for this energy and, so
long as that’s the case, we're going to
have a driving force upward on prices.
To build a nuclear plant today costs $1
billion — and nuclear energy is still the
cheapest form of power we can put out.
Imported oil is $13 a barrel. It was under
$5 per barrel 2 years ago. The price of
domestic oil is up considerably. New oil
is priced at $11.30 or more per barrel;
four or five years ago, it was around $4.
So. vou have to base your projections
on history and come up with your best
judgment of how the world's goirg to
change. Then you take your risks. If you
sit too long without taking risks, then
you pay the price.

EDITORS: Within 94-163 (EPCA),
FEA's responsibility was greatly
broadened. Is coal our real energy ace-



“In a recent Wall Street Jour-
nal article I was attacked by
both Ralph Nader and the
American Petroleum Institute.
We must be doing something

right!”’

in-the-hole? If coal is a major selution,
then our utilities and large industrial
boilers will somehow be required to
convert to coal-burning equipment at a
tremendous refitting cost — yet still
meeting EPA requirements. What in-
centives and regulations are you plan-
ning to make coal conversion happen?
ZARB: Of course, the bill gave us the
authority to mandate the conversion to
coal — with certain restrictions, some
environmenta! and some feasibility. We
plan to use this authority particularly in
the power sector. We have more coal in
this country than the Mid-East has oil,
and it seems to us that it is logical for us
to find ways to properly mine, transport
and burn that resource. When you get
beyond the current period, past the next
10 years, we can look forward to taking
coal and turning it into a liquid or gas.
We have the technology. That removes
the transportation problem — use exist-
ing pipelines — and removes some en-
vironmental problems, since some im-
purities can be removed during liquefac-
tion or gasification. All in all, coal is
going to be a major contributor. To
achieve a reasonable degree of self-
sufficiency we have to do four things:

e Conserve and drive down our energy
use growth rate to 2.6% or 2.2% per
year. ¢ We have to maximize our coal
production — take our 600 million tons
of coal produced this year and double it
within 10 years. ¢ We have to maximize
our domestic oil and gas production —
getting the most out of our hard-to-reach
reserves in Alaska, the continental
shelf, and out of secondary and tertiary
reserves in already-tapped oil fields.
e Finally, we must expand our nuclear
capacity from 9% to 26% of our total
electric output. If we do those four
things. we’'ll be modestly self-sufficient
by 1985. If we drop out in any one, I
don’t see any substitutes available. Be-
yond the next 10 years, other
technologies can make a more impor-
tant contribution: solar, ceal gasifica-
tion and liquefaction — perhaps shale.
But over the next 10 years, we have only
those four bread-and-butter sources to
work with. Coal is mighty important.

EDITORS: You mentioned mandatory
requirements for coal conversion. Is the

M-

major thrust going to be at utilities? Will
it also include large industrial boilers
which generate some electrical power
— or large commercial buildings, say
office buildings?

ZARB: It will cover only the very major
establishments — for the most part,
utilities. Office buildings will convert
when they find that the gas they burn is
no longer subject to antificial price sup-
pression by government controls. Or
sometime when we have a very wet fall
and farmers have to use gas todry crops
— followed by a very cold winter —
then commercial buildings will find they
have to cut down on their heat. They
won’t be able to get the gas they need.
EDITORS: Have regulations for a cur-
tailmeni program been developed yet?
ZARB: Oh yes. Some 75 facilities have
already been ordered to convert from
gas and oil to coal, including 22-25
utilities. By June there will be more.
EDITORS: A number of utilities use
natural gas to operate gas turbine peak-
ing generators, to handle summer air-
conditioning peaks instead of firing up
coal boilers. Will the program get into
these plants?

“In the industrial sector, the
fact is energy has become a line
item on the profit statement.”’

ZARB: It depends on the size of the
facility. Generating electricity with nat-
ural gas is probably the worst possible
use of that valuable fuel. Some utilities
are examining ways of lowering their
peak, using incremental pricing mecha-
nisms. People who use power during
peak periods pay more for that use than
those who don’t. This has the net effect
of lowering the peak. Lowering the peak
means you don’t have to go to alterna-
tive fuel sources.

EDITORS: Currently, there is legisla-
tion under consideration in California,
and in some form in 20 other states, that
may greatly hinder construction and op-
eration of nuclear power plants. Your
reacuon”

ZARB: We don’t presently have any
control over that situation. But I can tell
you this: moratoriums at the state level,
in general, will be very detrimental to
the national energy program. In my
view, if they’re successful, they won’t
hold. Because two or three years from
now, as events unfold and imports in-
crease, or there's a threat of another
embargo — which would have much
more serious consequences than the last

embargo — the views will move back
toward realism. ] hope that kind of extra
question is not injected into the system,
There are adequate means for debate,
nuclear plant by nuclear plant, at every
state level. I just don’t know what the
outcome of the California debate will
be. I can just tell you what the final
result will be.

EDITORS: Could Congress pass an
overriding national law in this area?
ZARB: 1 think it’s more likely that the
California law, or one like it, would be
challenged in the courts — and that
takes years.

EDITORS: There's some overlap be-
tween FEA and ERDA. Is there any
plan to restructure FEA?

ZARB: The idea of separating regula-
tory functions and policy decisions has
some merit. And maybe, eventually,
one central agency over FEA, ERDA,
and others will be the answer. But you
don't spend your time rearranging furni-
ture on the deck of the Titanic. Get a
national energy policy first.
EDITORS: How do you rate the job
FEA has done?

ZARB: In a recent Wall Street Journal
article I was attacked in the same para-
graph by both Ralph Nader and the
American Petroleum Institute. We must
be doing something right.

EDITORS: What are the chances for a
breakup of the oil companies — say
legislation forcing them to divest them-
selves of some satellite functions — like
the pipeline distribution system?
ZARB: There'll be no divestiture bill
this year. I'm for any legislation that will
produce more oil, quicker, and cheaper.
But prove it first, before you chuck the
existing system. :

EDITORS: What do you think OPEC
will do next?

ZARB: OPEC will probably try to keep
its oil at 1975 values. This means either
an increase this year, or a larger in-
crease next year.

EDITORS: What's your opinion of allo-
cation?

ZARB: It appears we'll be better off
without allocation controls. Removal of
allocation controls will restore competi-
tion. Propane, however, is a problem
area and probably will need some type
of control.

““The decisions we make today

will make the difference. It’s’

grim for the next five to ten
years, more positive after 10 to
20 years.”

JUNE 1576, AIRCONDITIONING & REFRIGERATION BUSINESS
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roundup

Japan: U. S. Federal Energy Adminis-
trator Frank Zarb last week dashed the
hopes of the Japanese that they could
gain access to Alaskan crude oil. Zarb
told top Japanese oilmen and govern-
ment energy officials that the first flow
of Alaskan oil is earmarked for Califor-
nia's growing energy

needs and that any sur-

plus will go to the U. S.

Midwest. Zarb also said

that a Congressional

ban on exports of Alas-

kan oil is unlikely to be

lifted. The Japanese

had been hoping that

they could deliver

Mideast oil from the

emirate of Abu Dhabi to

the U. S. east coast in

return for crude from

Alaska's North Siope.

ltaly: The Italian subsidi-
aries of Compagnie
Francaise des Pétroles and Mobil
Corp. have brought an unusual civil
action against the ltalian state for im-
proper price-fixing. The cases derive
from a ruling last October by the Italian
Council of State, a court that handles
matters inveiving public adminis-
tration, that ltaly’s pricing committee
had inaccurately caiculated price ceil-
ings for oil products on several occa-
sions. The committee had failed to fol-
low the established method of basing
prices on the costs incurred by the re-
finers. The oil companies reportedly

el

wAR

Zarb: None for Japan.

lost $11 million because of low price
ceilings. A decision against the pricing
committee could result in similar suits
by other oil companies.

West Germany: Bonn and Washington
have signed a pact that may make it
easier for the two gov-
s ernments to investi-
- gate—and prosecute—
multinational com-
panies for antitrust vio-
lations. The cooperation
agreement calls for an
exchange of informa-
tion by antitrust author-
ities. The agreement is
very limited, since it
does not supersede na-

tional laws. U. S.

agencies, for example,

can't pass along to their

German counterparts

confidential data sub-

poenaed from U. S.-
based parent companies.

But for the first time, the two govern-
ments will be able to exert subtle pres-
sure on their own nationals by acting
as agents for each other in requesting
voluntary release of data from com-
panies. Authorities will also swap rele-
vant information on evidence turned
up in domestic antitrust probes. The
Germans hope that the agreement is
only the first step in international car-
tel-busting. Eventually they want a
tough agreement that calils for in-
depth exchange of hard information.
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Opponents of Decontrol -
Fear Sharp Rises in ‘Certain Actions’ to
Heating Season Carb Increases =
. =
By EDWARD COWAN An sssoclate of Mr. Zarb's
Spectal to The New York Times said later that this two-mosth
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Frank G. Zarb

ext winter is unusually cold. i
‘Despite the lobbying for sus-jof requiring domestic refinérs

pension by several  hund
leww England fuel-pil dealers
ho visited Congressional of-

red|to make cost-shering payments

to heating-oil importers 2o keep
the price of foreign woil from

ices today, anti-Administration|pulling up prices generally,
i to have a good| His testimony indicated thatiyised estimates of Future

victory, ‘at least inithe determination of
£ ;rices had climbed more than
House

Testifying before the*

cents above the level that

At

ongress Is Urged by Zarb to Permit
Suspension of Fuel-Oil Price Controls

Energy Chief Promises

Gorman i

' anm'h‘
Programs, 4
tee that the _ :
tween the Federal
Administration’s inifial ang =

whether|mend for heating fuel fell wit

in the range of normsl s

subcommittee onw'ouJQbeauthm‘izadwerecon-w . '”” B §
: ..and power, Federal|trols in place would turn partly| = . Smith debatell | '
nergy Administrator Frank G.|On cost estimates and t it-lith ittee nber 4: I
arb offered a qualified prom-|self be a matter of consi . ! or W -
se “to take ‘certain actions” if{contention. ‘ : Schroeder

i prices| - Mr. Zarb also disclosed t the| praguctive
ose more than 2 cenis a gallon|subcommittee ‘that the en calculated. 5
ecause -controls had been|agency would not let domestic| The vote, at Jeast in the =
helved. crude-oil price ceilings rise in|gopse is likelv t0.be 3
Mr. Zarb did mot promise|July and Au Oil industry| hy Mir" Di and ather
atly to reimpose controls. In-|lebbyists at the hearing dppar-
btead, he raised the possibility|ently aiready knew this,

company would be sble to cut/fusl as the sirlines and the ;
its costs by 1.3 to 15 cents/iruckers, including some tesam-

stars union locals.
.g.nmmmmw o ing of Fosl dealers.™ -

é.

o

{#ey

antisnt BT

Ak

Al

- SUMMIER 15 FOR KiDS
GIVE FRESH AIR FUND




uclear power answer t

ation’s energy future,

1ues., DBpI. £1, 1Y/0, Lenver, Luio.

By CLAIRE COOPER

. News Staflf

_ Nuclear power must produce 26 per cent of
the nation’s electricity if the United States is to
achieve its target of becoming ‘‘embargo-
proof” by 1985, Federal Energy Administrator
' Frank Zarb said in Denver Monday.

'Nuclear energy accounts for 9 per cent of
electricity generated now.

Zarb refused to speak specifically about the
proposed state amendment on the November
general election ballot, which would require ap-
. proval of nuclear generating plants by two-
thirds of each house of the Legislature and im-
pose other tight controls on nuclear
development.

But his remarks countered claims that such a
constitutional provision is necessary.

Speaking of his call for a dramatic increase
in nuclear production, Zarb said, ‘‘We can pur-
sue our program. ... We can do it safely.”
The United States has 25 years of experignce
with nuclear power, Zarb said, and “the state
of the art has improved’ in that time.

He spoke of ‘seeking ‘“‘the most acceptable

forms” of nuclear waste storage rather than
assuring safety. L

-Zarb spoke also on several related issues,
among them:

—The natural gas supply. Zarb said he does-
n’t anticipate cutbacks in residential supplies
- this winter, although a cold winter could cause
cutbacks in industrial supplies.

—Qil shale development. It isn’t a dead issue
in Colorado, he said. Some day its “‘economic
viability”” will be proved, he said, noting that
imported oil is the most ‘expensive energy
source. Forty per cent of oil used in the United
States is imported now, at an estimated 1976
cost of $34 billion, Zarb said. g '

—The chances of an oil pricg rise in the near
_“future. The Organization of Petroleum Export-
ing Countries (OPEC) will meet in December.
“Another increase is not warranted, (but) the
leyers are in their hands,"” Zarb said. The price

of ‘0il Increased from $4 to §ld “in a very few

RUCKY IVIQUIIQIN ngews—a

o embargo — Zarb

prices at its last meeting in May, and pressures
for an increase have been building recently.
—(asoline shortages caused by restrictions
on lead content. There won’t be any, Zarb said,
because he and Russell Train, administrator of
the federal Environmental Protection Agency,
have worked out a ‘‘phase-down” to cut lead
content without disrupting gasoline supplies.

—Coal development. The vast Western coal
supplies must be tapped, but ‘‘the states and
local communities have every right to expect
the federal government to stand behind such a
project.’’ That commitment, according to Zarb,
includes an ‘‘iron-clad guarantee” of proper
federal attention to socio-econemic problems of
new and abandoned mining towns. .

—Synthetic fuels legislation. 1f Congress
passes a synthetic fuels bill this week (as it
may), it will be just “‘a starting point,” Zarb
said. The federal government will have to work
with the Western states to find an acceptable
way of implementing it. Otherwise, 'it’s just
insane to think the bill will work." He noted
that the Western governors want strong state
control over development

Because oil is a “finite Puel,” Zarb said, the
synthetic fuel industry will have to be de-
veloped within the next 10 years. If develop-
ment is held back until the last possible mo-
ment, no attention will be paid to the
environmental and social consequences, he said
— or another oil embargo will put a premium
on “vigor and speed’’ in synthetic fuel develop-
ment without consideration of any need other
than that for a new energy source.

Zarb said the best way to deter countries that
could impose a new oil embargo on the United
States would be to store enough oil here to pro-
vide 3 million barrels a day for a year, so the
United States could ‘‘ride out a supply
interruption.”

The storing of oil was one of five “key ac-
tions” he listed for holding oil importation to a
‘“manageable’’ level. The others involved
expansion of domestic oil, gas and nuclear

power production, increased use of eo{l_%
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Zarb takes a shot

at Proposition One

By ROBERT L. PEIRCE
Globe-Democrat Staff Writer

Although maintaining he could _

not take a stand on a local issue,

Federal Energy Administrator
Frank G. Zarb struck a blow .

against Proposition One during a
campaign appearance for Presi-
dent Ford in St. Louis Friday.

Proposition One seeks to stop
Union Electric Co. from recover-
ing ahead of time some of the
construction costs of its nuclear
power plant in Callaway County.

ZARB SAID that as a federal
official he could not comment on
the proposition. But then he said,
“We have urged all states to adopt
construction work in progress (the
practice whicl: Proposition One
seeks to eliminate).”

He said it was to the nation’s
advantage ‘“‘to insure an orderly
rate of growth in electrical gener-
ation facilities.” 3

Zarb also said nuclear power
must be expanded from supplying
its current 9 per cent of the
nation’s energy needs to 26 per
cent within the next decade if this
country is to become ‘‘embargo-
proofed.”

Coal production also must be
doubled, natural gas production
increased and domestic oil produc-
tion increased from 8 million
barrels daily now to 12 million.

ENERGY conservation also
must continue, Zarb said, adding
that ‘““the entire nation participat-
ed in an {energy) orgy during the

Ffank G. Zarb

" 1960s, symbolized by the chromi-

um-plated gunboat we call tbe
automobile.”

Today, ‘‘conservation is alive
and well among the American
peopie. But I'm not so sure if it is
alive and well among the Ameri-
can Congress,” he said.

He criticized Congress for not
adopting Mr. Ford’s proposal of a
15 per cent tax credit to persons
who spend money to improve

» home insulation. He said Congress
also watered down a Ford bill on
building standards to improve en-
€rgy savings. :
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ALASKAN

By Roberta Hornig

Washington Star Staff Writer

out shipping any Alaskan oil to
Japan, Federal Energy Administra-
tor Frank Zarb says.

Zarb said the decision is final and
was made by the the President’s
Cabinet-level Energy Resources
Council. s

“We have ruled out any exports to
Japan,” Zarb said in an interview
yesterday.

" But the energy administrator ac-
knowledged that the White House
still has no firm plan on how to get
the oil moved to where it is needed —

the Midwest and the East Coast — -

rather than to the West Coast, where

w0

Wt

e R
i

S ’ & ') N ” -
//onc i o eady for delivery
The Ford administration has rufed next/year /wigh oil purchased by

FOR JAPAN

Alaskan oil,

Japan frdm Middle East had
been mentioned as a solution to the
transportation problem. Among
those advancing the exchange option
were Interior Secretary Thomas S.
Kleppe, as well as Exxon and British
Petroleum, two of the oil companies
involved in the Arctic drilling.

Zarb said the Japanese exchange
was ruled out on “common sense”
grounds: that in the event of another
Arab oil embargo, Japan presum-
ably would be forbidden to ship oil to
the United States and thus would be
an insecure supplier.

The administration still must de-
cide what to do about the West Coast
*surplus” of 600,000 or more barrels

. of oil a day when the Alaskan oil be-

comes available.

Among the leading options, Zarb
indicated, are working out-an ex-
change agreement with Canada and

_shipping the remainder through the

Panama Canal to the Guif Coast.

One or beth of these options could
be short-range solutions, Zarb indi-
cated. The hope of the administration
is to get west-to-east oil pipelines
built — construction that could take
up to two years.

UNDER THE CANADIAN ex-
change, the United States would sup-
ply Canada oil in the West while
Canada would supply oil to the heavi-
ly import-dependent Northeast
United States.

Moreover, this is a move favored
by Sen. Henry M. Jackson, D-Wash.
and chairman of the Senate Interior

RULED OUT

Committee, because of the shortage
of crude oil in the so-called Northern
Tier states of Washington, Montana
and Minnesota.

The Northern Tier shortage has
developed because Canada is gradu-
ally reducing its oil exports to the
United States. Its current plans call
for dropping shipments from 791,000
barrels a day in 1974 to 166,000 barrels
daily in 1978. = .

The use of the Panama Canal like-
ly would mean higher costs for Alas-
‘kan oil because of the distance in-
volved. Zarb said, though, that the
distance is certainly no greater than
between Saudi Arabia and the East
Coast. 3

The administration shortly will an-
nounce five possible routes for mov-
ing Alaskan oil eastward and will
hold public hearings on them all,
Zarb said.

THE ROUTES include: "
‘e Shzging theoil from Valdez, Alas-
terminus of the trans-Alaska
pipeline, to Kitimat, B.C., where a
trans-provincial pipeline would link
up with existing lines in the upper
Midwest.
e A Northern Tier pipeline that
would carry the oil across the United
States to Minnesota. : :
® The Sohio-B.P. plan to add on to an
existing gas pipeline that starts in
Arizona. The pipe would be expanded
on both ends, beginning at Long
¥each. Calif. and ending at Midland,
ex.
@ Shipping the oil via a canal
through Guatamala.
e Carrying the oil through the Pana-
ma Canal.
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nalion's electricily generaling ci-
pacily, &nd conlinue rescarch in
alternative energy lochno\ogms
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- ERNG, By JEFF KOSNETT
: : M The Daily Mail Staff
A, oL e S TAR Y 5t Federal energy administrator Frank
g R o D said today he would like to see all the
i ; . = =3 < oal mined in the next 10 years thal could
possibly be produced.

e : The federal official was in Charleston to
3 SE:ncak at a campaign rally for President
Ford at noon at the Capitol.

Asked about the clean air act, which
proposes 1o set standards on the sulfur
content of coal burned, Zarb said he would
like to see a rational approach to achieve
clean air and modify the existing act 40
allow coal burning in conventional form
over the next five years.

Zarb did not differentiate between east-
; ern and western coal. He said that “we
3 need all the coé! we can find a5 well as
% : dom¢Rtic sources of oil and gas."

s

ximum Coadl

Goal Of Energy Chief

tpu_t

The administrator said he was troubled
by plans to import liquified natural gas
(LNG) from Algeria. “The movement lo-

ward imperting this fuel at very high

prices could mean we could become vul-
nerable to foreign actions,"" he said,

Zarb, who said he had not been to West
Virginia for some months, said he had
read of a recent natural gas find in several
counties (estimated at 50 billion cubic
feet) but that he was not familiar with its
specifics. *“Any natural gas find is signifi-
cant,”" he said.

Zarb was met at the airport by state
treasurer Ronald Pearson and Tom Huz-
zey, state oil and gas commissioner.

Pearson described Zarb as a “down to
garth'’ person who had previously worked
with state officials on securing emergency

fuvel supplies for the state and advancing

the zanse of West Virginia coal.

ARRIVAL — Energy chief Frank Zarb arrives in city. Met by State Treasurer

Rop Pearson, in background. — Daily Mail Photo By Earl Benton.

—— -

a



Republican 1st District Congressional candidate John
McCuskey, left, discusses local energy needs with,
from left, Frank Zarb, director of the Federal Energy
Administration, and George H. Seibert Jr., state

3 P

chairman for the Ford for President campaign. Zarb
and McCuskey took part in a campaign press con-

ference Friday at the Wheeling-Ohi

5

o County Airpart.
(Photo by Zastudil)
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Weather Blocks

Biuefield_Daily Telegraph, Saturday, October 9, 1976

Bluefield Visit

Zarb Calls For Maximum Coal
Production In East And West

BY JIM GILREATH

A scheduled Bluefield visit by
Federal Energy Administrator
Frank Zarb was cancelled
Friday after Zarb's private
plane was unable to land at the
Mercer County Airport because
of inclement weather.

Zarb's plane was held in a
traffic pattern over the ‘airport
for more than 30 minutes and
returned to Washington shortly

before 3:80 p.m. when air,

controllers reported it would be
at least another hour before the
aircraft could land.

Zarb bad scheduled a 2:30
news conference in Bluefield
which was to be followed by a
meeting with more than 20

selected coal industry-officials.
A . spokesman _for the West

Virginia Coal Association said
the meeting was arranged to
provide an exchange of ideas
between the emergy chief and
coal company representatives.
The Bluefield visit was the
last . of three West Virginia
appearances scheduled by Zarb
Friday. Earlier in the day, Zarb
stopped in Wheeling and then
attended a Charleston rally by
supporters of President Ford
During his stay in Charleston,
Zarb ~ said  the Ford
Administration is dedicated to
increasing U. S. coal production
but not necessarily West
Virginia coal. o
Zarb further reported
peliticians -who *say “West
Virginia coal will be given
‘_priority over ‘the Western

variety simply arn't telling the
truth. s i
“One of the President’s five

points in making us energy i

independent in the next 10 years

is to double coal production,” he thoices.

said. “And that means we’ll
have to have maximum
proucuctiion from both the East
and the West.”

Zarb spoke with reporters
after making a two-minute
campaign pitch for the
President in an appearance
beneath the Capitol rotunda. He
conducted a 30-minute news
conference in which he outlines’

and defended the F_ord.'

Aministration’s energy pelicy.

“We - definitely ‘have a
policy,” he said. “Last year,
President Ford sent 13 pieces of

increased coal production, Zarb
said the Ford Administration
was ‘working toward stepping
up the demand for coal. He
reported such related problems
as shipping. and mining
technology would be dealt with
if there were an increased
demand.- .

“Along that line,” he said,
‘““‘we have moved toward
mandating that the -utilities
either use coal or at least retain
a coal-burning capability. And
we've fried to rebalance the
Clean Air Act so more coal can
be used in our power plants.”

He said the administration
was commitied to the continued
growth of nuclear power despie
warnings from en-
vironmentalist. He also noted
he was confident adeguate
safegurads would be developed.

Zarb told newsmen he did not
feel dollar-a-gallon gasoline
would be on the scepe in the
foreseeable future. “I don't
expect the price of gasoline to
increase any faster than the
rate of inflation,” he added,
“‘unless the oil producing
countries hit us with ancther
price increase.”

As for natural gas, Zarb said
he felt this winter’s supply
would be adequate to mest
demands unless the "weather
was unduly severe. In that
eveql, he said, some areas of
the county would experience
“disruptive shortages.”




The Rlersid-Dispatch — Hunfingtor, W. V., Saturday, Och. 91974

Zarb
Explains
Policy

Double Production
Of Coal Is Goal

Associated Press

CHARLESTON — Federal
Energy Administrator Frank Zarb
said vesterday the Ford Adminis-
‘tration 1s dedicated to increasing
U. 8. coal production but not mec-
essarily West Virginia coal.

Zarb further said politicians
who say West Virginia coal will
be given prioritv over the Western
variety simply aren’t telling the
truth.

“One of the President’'s five

points in making s energy ipde-

double ¢

“And “that 'means we'll have to

have maximum prodoction from
both the East and the West.”

Zarb spoke with reporters after
making a  two-minute campaign
pitch for the President in an ap-
pearance beneath the Capitol ro-
tounda. He conducted a 30-minute
news conference in which he out-
lined and defended the Ford Ad-
ministration’s energy policy.

“We definitelv have a policy.”
he said. *“"Last vear. President
Ford sent 13 pieces of legislation
to the Congress and so far seven
of them have been approved. But
we can't fully implement our pro-
gram until Congress makes the
tough choices. These are no free
rides.”

ZARB SAID the administration
is pushing full steam ahead on

- “‘the first generation of coal gasifi-

cation and linvification plants. We
hope to hawe them eperating with-
in the next 19 years.

“From there.” he added, “we’ll
go into such areas as solar and
thermal energy. Energy research
is one area where the President
isn't cutting back.™

In order to realize the goal of in-
creased coal production, Zarb said
the Ford Administration was work-
ing toward stepping ap the de-
mand . for coal. He said such re-
lated problems as shipping and
mining technology would be dealt

with if there were an increasing.

demand.

“Along that line,” he said, “we
have moved toward mandating
that the utilities either use coal or
at least retain a coal-burning capa-
bilitv. And we've tried to reba-
lance the Clean -Air Act so more
coal can be used in our power
plants.”
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~Times Stalf Photo by Phitly Schmidt
Federal Eneg) Admlnkh-ator Frank Zarb, who addressed the annual meeting of the
Chattanpoga Manufacturers Association Tuesday night, confers with association execu-

tives. From left are Lloyd H. Perry, chairman; Zarh, Dliver Benton, exofficio chair-

mau, and Walter Stamper, president. The meeting was &t the Chattanooga Choo-Choo.
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THE CHATTANOOGA TIMES, WEDNESDAY, OCTOBER 27,
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& = JARB SAYS EX-OFFICIALS
&\ KNEW OF ENERGY DRAIN,

’ EMLACKED COURAGE TO AC

SPEECH MADE HERE B

Gas Deregilation: Needed ool

as 3 Profit lnmjve,
Administrator Says -

‘By LIBBY WANN
Hitting hard &t previous
administrations ‘that lacked
“political mge to face

erumzvem H energy
shortage. ¥

Speaking 1o more than 460
members of the Chattanooga
Manufseturers  Association
and their guests at an annual |
dinner Tuesdav might, Zarb
fielded questions sn = varie-
ty of subjects, ranging from
uranium shortages to electric
cars, and from the rein-
tionship between energy
and environment to the de-
velopment of a solar storage
battery.

Zarb. who was perhaps the
most influential shaper of
America’s year-old attempts
al energy  independence,
raised his voice ‘to support
gas deregnistion ﬁtch went

LT R
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Under & program #
regulation, a develop#! can
be assured of ~a reassnable
raturn on his - investfmient,
Zarb argued.

But far more important
than ensuring a developer B
orofit as incentive 18 o
ensure the American peopie
that without “marginal in-
credse in domestic Prices.
we're going to be payifig the
other feliow,'" Zarb sald

In a press conferen® €ar-
lier Tuesday, Zarb pradicts
that the mining and distt
bution of coal will fecome
more significant than it has
ever been. ¢

*In the next 10 yelt:)-"ug:
said. **we're going
every bit of high and low
(sulphur) coal we can Bt to
market."”

coneerming

plans regardless of the pres-:

idential election @Ulcome,

Zarb said, “I've had two

years as federdl ensTRY ad-

ministrator, That's B ¥ear

and = half longer mnr;:n!‘ of
; predecessors, #

;?ems like & long time for

any men to serve e

fie® -

#7a1 ‘be here through Jan-

uary. and then Tl take a
whole new look at the futurs
to decide what my fext step
in life will be."” he suid.

imism
Expressing an optir

not often indicated BY those
who #iscuss the president’s
energy poticy. Zarb }o!d the
overflow crowd. “We're 2 1it-
tle 'more than palf-way
in - achieving leg-

islation to set a U & _enerey

Knew_qf Energy Shortage

From Page One

program on its fest-again.
Seven of the 13 major eat-
egories of Ford’s energy pol

icies ‘have become law, and

Zarb' explained that funding
a pregram of technological
advancement which would
result in US.  energy -inde-
pendence by 1985 would cost
“‘about $800 billion.”

In implementing a compre-
hensive energy  production
and ‘conservation  program,
‘It's not the financial cap-
abilities that are lacking, but
the ‘human factor we have to
dea] with as a nation,” Zarb

contigued.

“Energy ‘conservation
means we have to take some
very toush policy steps. and
we have to take them in the
next few years . . . if they
are to have any effect in the
next 10 yvears.”

Through the passage of an
energy labeling bill which re-
guires manufacturers of cars
and major appliances to in-
form ~customers of the
amount of energy used and
through @ “coal conversion
law which exlends the
authority of the government
to require large users of

electricity to switch to coal.
conservation will become a
major
energy use. he said.

Other steps that must be

taken over the next 10 years
include completion of a sira-

tegic petroleum slotage o

provide a cushion ‘against
embargo; increasing coal
production from 346 million
tons to one ‘billion tons per
vear by 1985; increasing the
share of nuclear power from
9 per cent to 28 per cent in 10

‘vears, and increasing domes- .

tic oi! and natural gas pro-
duction.

. “There is absolutely no
mystery to a comprehensive
energy program

into .. "because we
can't afford Lo run this coun-
try and suffer the effects of
another embargo,” Zarb
said.

factor ‘in Hmiting
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3



L A e

A St vl g

.

By

an

F ‘,'{é}

b

o

g

]
3

e

y
8

Y

Zarb indicates he
will step down
after *76 election

Frank G. Zarb, the Administration’s
Lop energy official. hag indicated thay
he plans 10 resign after the Novem.
ber presidentjal clection.

Zarh 41 wha

Is administrator of

the Federal Ep.

€rgy  Adminisiry-

tion and executive

director  of the
Cabinet-level fpn.

€rgy  Resources

Council. hinted u

his  plans  jn 4

speech Muarch i

to the Charfotte.,

N.C. Chamber of Zarb
Commerce.

Referring 10 eritics who want him
to leave the government, Zarb sajd
they have an ally in Mrs. Zarp and
that the family hopes 1o return to
New York “as saon as possible,™

Zarb, who hys spent most of the
past five yeuars in various Adminis-
(ration jobs and took his present post
in December 1974 Was dn invest-
ment bunker in New York.

His remarks suggested that he had
no intention of resigning immediateiy
but plarined 1o quit by the end of (he
Sear regardiess of the outcomie of the
presidential congest.

u['«)(,

Washington Update
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" ZARB COMMENTS ON

Chicaro 11/10- FFol =
OriC; PRICE TRENDS; lowing are excerpls
PAST, PRESENT, FUTURE from Lhe notebook of

: = an OILGRAM re-
porter who atlended a 110-minute press conference held
by FEA chitf Frank Zarb at O'llare Airport Tuesday
evening: -

—"I'm terribly perturbed by some so called OPEC
experts who talk about inevitable 5% or 10% crude price .
increases next month," Zarb said. '"Noone know what
OPEC will do because they don't know themselves, I .
don't think they're entitled to another penny. OPEC cap-
tured a lot of futures against inflation on their first big
hike, so they can't use inflation as an excuse for another
hike." Pressed for a prediction as to whether or not

there will be any sort of OPEC hike, he ‘said: "Idon't
know—all I can say is that it isn't justified, and it would
be very damaging.”

—The biggest energy problem facing the U.S. is whether

it can accept a hike in domestic crude prices to the level
of foreign crude prices without anyone realizing a wind-

fali profit, he said.. Domestic exploration and production
must be encouraged. Yet if all domestic prices are per-
mitted to rise without any limit, there would be no incen-
tive for U.S, oilmen to try to keep foreign prices down.

—Zarb said the decontrol of light and heavy {uel oils
has brought out a measure of price competition that so
far has helped offset the "freeing effect™ of decontrol.

In the next week or so FEA will propose: the deregulation
of gasoline and hold hearings, then Congress will act,
Zarb said.

—I told Zarb some refiners are unclear as to how
FEA's trieger mechanism might work on distillate prices,
for example, if some companies raise prices-4¢ gal
while others go up only 1¢ or not at all, could this touch
off an investigation of everyone, and a possible reimposi-
tion of controls on all companies? Zarb said he agreed
that the trigger mechanism is '"very complicated," but
basically it means there's trouble if anyone hikes prices
more than 2¢ gal more than they would have hiked them
had FEA controls still been in effect.

—Zarb said he announced some time ago that he
planned to quit as FEA chief regardless of who won the
Presidential election, 'and that's still my plan." He said
he and his staff have nearly completed work on a "transi-
tion book" outlining his recommendations for the nation's
next energy steps, ipcluding a possible recommendation
as to his successorL-&

—The book will outline five key steps to be taken by
the U.S. over the next 10 years: a. Strategic stockpiling,
*well under way aiready;" b. Conservation; c. Produc-
tion increases; d. Doubling of coal consumption, not
just production, and e. A boost to 267 from 9% in the
use of nuclear power for electrical plants.

—There's been a 50 million ton hike in the use of coal
in the U.S. over the past year, Zarb said, but Texas still
will have to import huge quantities of coal for electricity
over the next few years. "They can mine it and transport
coal OK, but we're riot sure it can be burned, due to en-
vironmental considerations, and a natural reluctance to
burn the dirty, lumpy stuff,'* Zarb said. "The govern-
ment must continue to mandate conversions, because
public policy won't move voluntarily in that direction.
The utilities just cannot build so as to use oil."
—Conservation is the "most interesting™ part of the
future program, he said. The U.S, is using 3 million b/d
less oil today than in 1973, with two-thirds of the reason
being "outside foreces" and one-third being voluntary
conservation reasons. '"The chrome-plated 1377 car

uses 34% less gasoline than the '"74 car, and the 1980 car
will use 50% less than the '74 car,” he said: "I see con-
servation beginning to turn the corner. Both industry and
private citizens are using less; natural gas deregulatior is
getting more bipartisan support; partial crude price de-
control is getting more support, and in general, there is

a healthier trend toward a better energy balance, replacing
the rage and fear of the past.” )

—Itold Zarb some independent refiners are expressing
pique over the 5,000 b/d reverse entitlements program,
arguing it's preventing them from putting needed residual
fuel on the market: - Zarb said hearings already have been
scheduled on the overall East Coast entitlements program
at which all gripes will be taken into consideration.

—"The whole New England problem,' Zarb said, ''is that
it uses oil for 85% of its energy needs while the rest of the
nation uses cnly 50%. And 95% of New England’s oil is
imported. How did we get there ? The system made it

i

happen. We can f{ix the blame on anyone and everyone. -

The question is, what do we do about it? We have to dis-
place a good part of the 85% with some other form of
energy. Meanwhile, we use entitlements. That's been
the bane of my life as FEA chief, and I've got scars on
my back to prove it." "

—Zarb on oil's image: 'You've got this perception by
the American public that the oil industry won't behave
unless it's controlled. The oil industry must change this
image before we can achieve a solution to the energy prob-
lem. The solution doesn't lie in advertising or public
relations. It lies in 0il's day-to-day decision-making
process."

—Much of today's energy problem stems from the
1950's and 1960's, Zarb said, when "political leadership
was sadly lacking, and no one was willing to talk aboul
higher prices. There's enough biame to go around for
everyone. This country didn't embark on a bold energy

" policy until Ford's program of January 1975."

~I asked Zarb whether FEA committed any major
mistakes under his leadership. Zarb replied, after a
contemplative pause, that it might sound vain. but he didn't

Covrmovap 1][
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recognize any real errors. He said his decision to recom-
mend that Ford sign the omnibus energy bill last December
was a difficult one, but he still thinks it was right. A veto
of the bill, if upheld, would have led to almost immediate
6¢-8¢ gal product price hikes; domestic crude price hikes
from $5 bbl to $11 or so; huge profits to the multinationals,
followed by drastic anti-oil legislation, he said.

—FEA will issue a study in the next two weeks showing
the five most viable ways of "getting rid of"' Alaskan oil,
Zarb said. The idea of sending Alaskan oil to dJapan, in
exchange for Japan's making foreign material available

on the East Coast, "stinks," Zarb said. "It stinks be- K

cause, once you send oilto Japan, it's lost. We must solve

the transportation problems within our own country.* -
~—Zarb noted a multiplicity of ideas for disposing of

the Alaskan oil. He said one Northeast-based major oil

company, which he declined to identify, recently told

him it might consider bringing Alaskan oil by pipeline to

Valdez, thence by tanker to the Bahamas for refining, .

and then sell the product in the Northeast. '

—I asked Zarb whether the oil industry in general has
cooperated with the FEA'S program, despite the industry's
many vocal objections to it. "On balance they've cooper-
ated," Zarb said. "Idon't think the industry really is
arguing about the FEA—they just want the government out
of their lives, period. And on balance, they're correct,
although I think a lot of the oil industry's analysis of
energy problems has ignored coal, natural gas, nuclear
energy, and other aspects of the overall problem. But
an oil guy saying to me that FEA should get out of his
business . . . I just don't know what he means. Take
all us FEA people and stuff them in another agency and
whal have you accomplished? There has to be some
sort of a regulatory agency as long as there are controls,
And FEA itself is pressing for an end to controls."

—But Zarb added that, to achieve the national energy
goals that are being laid down, "we need to set up an
organization to enforce the national program.”

—In answer to my question as to whether he'd yet
picked a Litle for the book about his FEA experiences
which I presume he's writing, Zarb winked: "No, but
I've got something in mind along those lines."

—Finally, I asked the FEA chief if he has another
job lined up should he leave FEA in January. Zarb said:
""Not definitely, but I can tell you, it won't be with a
major oil company.”—Herb Hugo
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. warning is
~veryreal

~ With the election games over, the winners will
r:lhmgk to Washington to face the cold realities. It
e more than easy promises of the campaign

t0 sofve the harsh facta, ;
A reminder of what's in store came Wednesday
. from feder) errer?x administrator Frank Zarb. Ina

bt ame 2A 9

talk at Michigan State University, Zarb warmed that
the nation’s energy erisis is far from resoived and it
will be an uphiil fight for years 10 come. J

He warned that if the nation does not dresy-
cally increase its energy production capacity,
prices of heating fuel and line will skyrocket

\ during the next 10 years, He further warned {hat an-
‘ other Arab off em Is not an Hllusion and could
bappen agaln under a variety of clrcumstances,

- Vulnemability of the United States and the west-
ermn natioms to such a0 emba was painfully dem-
onsirated in the 1873 cutolf of oll by the Organiza-
Bon of Petroleum Exporting Countries (OPEC),

.- Which helped set off an intemational recession,

" Since then the US. reliance on imported oil has

fisen sharply. Jt now stands at 42 per cent of the 18
million barrels we use daily. :

The U.S, Commerce Department recently esti-
mated that if the nation lost even half of It present
Imports fer a year, without any new sources, it
could result In a gross national product foss of up to

" $170 blllion and miitions of Jost jobs because of In-
- Gustry shutdowns. '

Zarb, who expects to depart with arrival of the
new Carter edministration, emphasized that there
are no easy escape routes for the U S,

g He speiled out a fiv p to meet the
1 - C é-pert program

Increase domestic gas and il production; dou-
ble the production and use of coal by industry; in-
crease energy production through n?c!ear power;
preserve energy through a variety of conservation
programs; a;‘g.y stockpile as much oil and matural
gasaspo&iblemﬁ;esmnmmb;eﬁme.

Congress authorized a strategic petroleum re-
serve nearly a year ago but that program has
barely staried. Increasing natural gas and oll pro-
ductian is moving ahead — bui slowly, )

Nuclear power remains a controversial issuve in
many states as well as In congress. Listle progress
bas been made in coa) production.

Zarb stressed that deregulation of nahmal gas
iz a peoessity to spur more production end contro!

3
i
3

prices. Other energy experis bave cautioned thar-

private and industrial energy conservation pro-
g:-ams,whﬂeimponam,arencgapamm

One of the most overriding needs is more gov-
emment aclion {0 help spur the development of
more domestic sources of energy.

For 100 long politics has put up the roadblocks.
And |t has become fashionzbie {0 attack the dumes-
lic energy producers because they are big. Blg is
bad and it also gels voles.

Some of the criticism may be justified. But
w;gr&andthemﬂmmmtwtmiﬂepoﬁdtkmg
©in

avor of a cooperelive effort to move ahead
swiftly in finding realistic solutions to the epergy
clm’ 1 - =,

No one will be immune from future esergy
breakdowns and the cost in terms of simple eco-
nomics is ope the nztion carmot afford. 1t is 2n issue
which congress'end the new administration muyst
give top priority starting m January. -

e
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iy VICTORIA CHURCHVILLE

W ASHINGTON -- The Federal
' .~rgv_Administration is con-
—ring three alternatives to cor-
rect excessive crude oil prices
~used by regulatory changes
ipled with inaccurate price es-
ates, a House panel has been
id.
The excess oil prices are expected
. total at least $230 million by the
1 of January pext year according
John Hill, deputy administrator
FEA, The three options under
< ~nsideration will seek to rectify
-ude prices which exceeded the
7 66 per barrel legal limit for
+omestic crude under the Energy
olicy and Conservation Act.
Hill said the three options, among
vhich the agency will choose later
lis month, are a price rollback on

pper tier oil in December and
‘anuary of $1.40 per barrel, a one-
fime increase of 90 ¢ per barrel in
he allowable price during January,
v a price freeze from December
1 hrough next July.

Hill testified Thursday before the
louse Energy and Power subcom-
nittee on the eve of his resignation
rom the FEA to join a New York
nvestment banking firm. He told
he committee the FEA has to wait
or additional data before it can
quitably choose between the op-
ons.

| THE DRAWBACK in the $1.40
er barrel rollback on upper tier
|11, according tc Hill, is that it may
wesult in a substantial decline in
iroduction as producers waited for
lie price freeze to expire.

Under the flexible provisions of
.PCA, FEA could ask Congress to
rant a one-time increase of 90¢ in
e January, 1977 composite price.
‘11l said this would be enough to
over the excess, but added, ““This
rould have the advantage of
voiding any disruption to domestic
roduction, but would also prevent
onsumers from gaining the
enelits afforded by recovery of the
ccess receipts.”

3 rares

o Correct Oil Prices
Follows Reg Changes, Wrong Estimates

Alternatives

Y

Extending the current price
feeeze through next July, in order
to acquire as much data as possible
on the amounts involved, then a
rollback on upper tier prices, if
necessary, to recover all the excess,
was the option Hill seemed to favor
most. He said based on preliminary
data, the rollback part of this option
appeared unnecessary. A continua-
tion of the current price freeze
‘through July might be enough to

API To Publish FEA Import Data - §

WASHINGTON — The American
Petroleum Institute will publish
monthly the data collected by the
Office of Oil Imports of the Federal
Energy Administration but not
pub y . Rather, these
data are placed in the FEA Public
Information File.

The report, entitled “Imported
Crude Oil and Petroleum
Products,” will include importer,
port of entry,” country of origin,
recipient and destination, quantity
of crude oil product, sulfur content,

API gravity, and, when ap-
propriate, viscosity. The first report
‘will contain data for the month of
September, 1976, and should be
available for mailing on or about
Nov. 15. .

A subscription is available at a
cost of $200 per year. Those in-
terested in subscribing should ad-
dress their request to: The
American Petroleum Institute.
Statistics Department, 2101 L
,Street, ‘N.W., Washington, D.C.
20037.

,recoup all of the excess while —

‘causing a minimal disruption of

. production, he said.

REP. JOHN DINGELL (D.-
Mich.), chairman of the subcom-
mittee, acknowledged that Hill and
other FEA officials virtually
amount to *‘lame ducks™ because of
the pending change in administra-
tion and made no directives on the
issue to the energy-agency.

Hill said that even if FEA took no
action to remedy the excesses, the
agency expects-to recover from
crude producers, over twice as
much money as they may have
received in amounts over the
allowable composite price. Agency
compliance oificials calculate they
will collect over $500 million during
1977 in crude oil price violations.
He said many audits had been
delayed pending clarification of
property definition but they are
now proceeding. Hill promised the
panel that every oil producer will
be audited.

FEA’s amending of its original
definition of an oil *‘property” to
provide more incentive to increased
production has been a key factor in
its price control scheme.
Compliance with EPCA’s man-
dated composite price was to be

achieved by estimating the propor-
tion of ‘'lower tier"” oil — produced
in 1972 — and ‘“upper tier” oil —
from increased production over
1972 levels.

LOWER TIER ceilings were set
at $5.25 a barrel and upper tier at
$11.28 a barrel, with a composite
price of $7.66 a barrel. EPCA,
signed last August, has also brought
about changes in price controls on
stripper wells and heavy crude oils.

In setting price to achieve the
allowed composite price, Hill said
FEA had relied on the same es-

timates used by Congress in its
deliberations on EPCA. Actual data
later showed the estimates to be
slightly inaccurate, thus the dis-
crepencies, he said. The excess.
however, will amount to less than
1% of the total dollar volume of
crude oil transactions, according to
Hill. FEA estimates the outcome of
the changes may combine to shift
about 2.3% of U.S. production from
lower to upper tier oil prices.

The crude oil price discrepencies
were first reported bv The Qil Daily
on page 1 of the Oct. 26 and Oct. 29
issues.

FEA’s Hill Resigns Effective Nov. 12

WASHINGTON — .[gﬁll_lilé_]_
deputy administrator of the
E_ei%wrg‘f Administration,
has resig eifective Nov. 1Z fo
join the New York invesiment
banking firm of F. Eberstadt (see
The Oil Daily, Nov. 1, p. 1).

In a warm letter sent to President
Ford Friday, Hill said he felt mixed
emotions about leaving the FEA,
where he had worked since it's in-
ception in December, 1973 at the
time of the Arab oil embargo. In

the letter, Hill called the energy
task “unfinished,” but told the
President that due largely to his
leadership, “the trends of energy
policy have been established."

He told the President he had
pl"ined for sometime to leave
g« -ernment service in order ‘‘to
spend more time with my family
and to start a career in the private
sector.”

No replacement, acting or perma-
nent, has yet been named for Hill.

VIS
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' FEA Chicf Says U.S. Sold Out’ to Oil

Oil
~ Zarb, Randolph Cite

Need for

v ByEdward Peeks
Business/Labor Editor

Only the vastly expanded production and
utilization of coal can lessen the long-term
~ dependence of the United States on unreli-
able foreign oil. Sen. Jennings Randolph,

D-W.Va_, said here Monday.

:  *“"Even the world's petroleum resources
are limited when compared to coal.” Ran-
dolph said at the Eastern Coal Forum

red by the Federal Einergv Admin-
\stration tFEAT FLA at Morrs Harvey Col-
lege.

By 1980, oil imports are exected to reach
#45 billion a year at curreni prices. Ran-
. dolph told listeners at the luncheon of the

all-day forum. ““A 10 per cent price in-

crease is expected before the end of this
year so future costs will be even higher.”

“he added. “We are at the crossroads. We

must select the road to economic prosperi-

ty through energy independence.”
LR R J

EARLIER, FEA_Admipistrator_Erank
SL.Zach. keynote speaker, said o1l imports
this year will cost U.S. citizens $34 billion,
money that could well be spent in this
zcountry to develop jobs.

This country created its own energy cri-
sis by selling out to what he termed
-**cheap oil.”" Zarb said. **We sold out. We
allowed our coal industry to slide back-
wards for cheap cil from foreign coun-
tries.

“We built chrome-pl:;ted gun boats in-

stead of automobiles,” he maintained re- .

ferring to gas guzzlers.

U.S. coal production should be doubled
by 1983 as one of five key actions needed to
achieve energy self-suificency, Zarb said.
Other keys call for maximum production
of domestic oil and gas. orderly and safe
expansion of nuclear eiectric generation, a
curb on energy growth demands through

conservation and storage of a billion bar-
rels of oil by 1985.

“‘Let’s do it right when we choose our
course to energy self-sufficiency so that

© coal can help us achieve our goal,” Zarb

said. |
i sss
HOUSE SPEAKER Lewis N. McManus
took exception to an FEA report on coal
-reserves in West Virginia. ‘I vehemently
disagree that coal in West Virginia is una-
vailable in sufficient tonnage and low sul-
fur content to supply utility needs for all
operations east of the Mississippi.”
McManus told listeners.
“Much of the coal classified for coking
use is not good coking coal and is available

in large quantities as good quality steam -

coal with excellent sulfur levels and high
Btu content.™

The small coal operator should be
helped to stay in the-production picture
because of his worth to the industry and
the aim of doubling production. ‘*He can
do the job. but too often he is at the mercy
of larger operators in administrative, le-
gal and solicitation activities,” McManus

-said.

John E. Dolan, senior executive vice
president of American Electric Power
Services. said. **We need badly to develop
a national energy policy. The present sta-
tus of coal production and utilization can
be summarized as follows:

“We can burn the coal that we cannot

mine and we can mine the coal that we

cannot burn.”’

SCRUBBERS aren't reliable in remov-

ing the sulfur content from coal. Dolan

said, disputing the comments of another
speaker. Roger Strelow of the U.S. Envi-
ronmental Protection Agency.

“If scrubbers worked reliably — which

ore Coal

they don’t — and if there were a sembl-
ance between their cost and supposed ben-

" efit — which there isn't — it would still be

interesting to note that, in burning the
high-suifur coal. the sludge byrproduct of
these devices would devastate a land area
larger than that which would be required
to surface-mine an equivalent quantity of
low-sulfur coal in the West.” »

No AEP plants are burning Western coal
in West Virginia, Dolan said.

Strelow said some Eastern utilities burn
Western coal because they can pass on to

" consumers the high cost of transportation

through the fuel-adjustment clause.
a8

THEY PREFER to do this than install
scrubbers or other systems that would

" allow them to burn high sulfur coal and

meet pollution control standards, Sterlow
said. = £ .
Dr. Colson E. Blakeslee of the Pennsyl-
vania Environmental Council said, *The
fue! adiustme:t clause is detrimental to -
Appalachian coal producers. It permits
the recouping of transportation cost of
Western coal from consumers.”

Western coal with 1 per cent sulfur is
lower in Btu than Eastern coal with the
same or higher sulfur content. Blakeslee
said. adding that Western coal requires
doubling. in instances, to produce heat
equivalent to Eastern coal.

Because of this Btu deficiency. Western
coal lacks the low sulfur advantage that it
appears to have, Blakeslee said.

““There are 35 billion tons of low sulfur
coal in the Eastern United States,” he
observed. ““There are 14 billion tons right
here in West Virginia."”

LR R

MORE SHOULD BE learned about re-
clamation and the cost of reclaiming the
soil for agriculture and other means be-
fore increasing strip mining in the nation’s
effort to double coal production, said Blak-
eslee, a physician.

UMW President Arnold Miller and
Thomas E. Boettger, vice president and
general counsel for Eastern Associated
Coal Corp., agreed that better safety
training programs should be conducted
jointly by the union and management at
the mine site.

I = - e 2
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ty Jorry Tune

Star-Bulletin Writer

Frank G. 2arb, the federal energy’

administrator who deseribes himself
"#8 ‘“Just a poor businessman from
Brooklyn,” believes that oil compa-
nies should disclose to government
offi¢lals in Washington the major de-
tails of their agreements with for-
<elgn governments,

. Zarb believes that the rqpum
should cover not only -pgreements
‘that have beén signed but also “sig-
‘niffeant negotiations in progress.””

" Discussing his remarks to the New

ork Times, Zarb told Btar-Bulletin

‘editors yesterday that it is important-
for government fo know thé trénds
‘of contracts between the oll-produc-
{ing nations and the multluuuntl oil
‘companies.

© But then he added, “‘What -re you
pinnodowith it whenyountih"

By Federal Energy Czor |
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shot mﬁnma in the foot,” |

o The luaguﬂon that the govern-
" ment know more about the
foreign oll deals comes &t a time of
transition from the Ford to the Cart-
er administration. It is questionable
whether the matter will be left to
Zarb or his successor for a decision.

ZARB IS IN Honolulu for the ¢on-’
feretice of National' Association
of Regulatory Utility Commiunn—
. ers, He spent much of yesterday &
| . swering questibna snd reciting
k- “litany”’ of energy accomphshmeﬁts

@nd the status report of the nationi!
s 'rﬁ. Uniited: States h:: “s;m very
ent. an oil; dnd
zhﬂ: ited out that the United
{ " States will be sending $34 billion i
oll, pinunu abroad this! year com;
_pared to 927 billion lut ‘year an
oniy $39 billion in 1971. 4 \
¥ 'But he says the stockp trugr

' il maoving ahead and ﬁ"‘

States: will ‘have 150, million:;

t' ZARB DOESN'T THJNK .ov’.m i ,
‘ment should supplant the oil-compa- » gw by, ﬁ; ::l:rvl 1878 an 500}
‘nies as the negotiator, 80 the ques- : : { 4% . This, together .ﬁh‘z ' ¥\
tion of using the information ia left [ . o 1" it s, h“wlh Sith othet enat

‘for the finer points of government ellﬂhlhi‘ theé W t calls the Iﬁ'b*
idiplomacy and maneuvering. .. - ‘teeat « Stone & Co., g"ﬂ“‘:’ﬂﬂ' the United Stites sate
" “The entire matter :of. the 0“ York‘mnt and Wﬂ ﬂlf.uﬂ'ﬁ&‘h.{‘”ﬂ)
companies’ image is I&U one that mlf"' going NCkalﬂAM - Speaking sbotit the . Zarb
.concerns Zarb because it is working ik uld thé Federal Bneérgy A tra-

‘against ‘a policy of decontrolling.
ices, which he believes is in the

H said mum tlm m«
hv: b:en efiough l: uﬂm with the

en interests of the’ emrﬁy cconoz' gomplex oil ard "“;ﬁ"

tion will reiensé a report mext w
with four altérnatives for:transport-|
u. _ing the North Slope oil from Alaska|

m "Zarb h.:t m“w mw, to places where it can be nr::med. !
e are suspicious about what Offers b W‘M{ll ll HE EXPECTS THE final decision’
tﬁcy don't see and don't understand "'l'h&“ & 6y whe it :t' ’%Y . o 'thoionr ‘alterna-

'nz?r: said sy N go to an oil eoinph Not. thlt it - z.;-h wnﬁ h@%ﬂ\em

' Ofl eartels, international trading
‘ofl, and the complicated oil economy
'itsalf just are not easy to axpllln to
the meul pnhllc | i

of Wwould ‘be illegal, bt 1 think its.
image has suffered enough.”
Zarb says the oil companies m“e
doing a better job m“:t Improving |

ﬁ“ skan oll'ts: Jhpan on a trading |
: ith other oil from foréign !
emﬁzi | Because the plan ‘wduld
sonfuie ‘the &uhﬂe at a tiime when
pvernitient is callifig for tonserva-

‘“The publlc perception would be
awful,” he said. Zarb also noted that
once the arrangement was started,
the Japanese connettion ‘“‘could not
be unplugged overnight” if the
United States decided it was not in
the country’s best interests to do so.

Zarb, who believes the best long-
term policy is to let the price of oil
reflect its trué value in the economy,
said the energy problem really
stems from the cheap supply in the
past.

“In the 19608 we just sold out to
cheap oil, pure and simple,” Zarb
said referring to the oil companies
going to the Middle East instead of
exploring for o& the United States.

Now .Zarb ieves government
must help private industry get back
Into the energy race by pump-prim-
. ing those sc¢lentific adventures for
new energy sources.

'A COAL GASIFICATION plant, for
example, costs about $1 billion and
this means ‘‘government has to take
some of the risk."

Zarb says government involve—
ment is esdential if private industry
is going to' take the plunge in’ the
next five years. . .

He does see, hoWever. Congress
passing @ tougher bill next yéar to
require more conversion from oil to

{-coal at utility plants.
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‘Carter seen
keeplng Ford
‘energy policy

lymmsmpm-:m

‘Nrws Lazsing Buress %4 r

" EAST LANSING —Federal Energy .
Administrator Frank Zarb ymdny pre-

‘vast facts (Wm).a they . reducing

' haven't changed.”.
Zarb, who mnluve his pest
after Carter's inauguration, said this

cummmwtcmmmmktore&n.

its reliance on imported vil and develop
nuclear power and soal as alternative
energy sources for thenext decade.

Zarb defended fis record as energy
czar under the Ford administration, say-
inglhemxs:.@:ﬂymsmck
pileulfor-en event of another oil

embargo. - :
ﬂesaldoﬂuuzyﬂmmhve

- been stalled in Congress or delayed be-
_amcofthecnwdthemm-
volved.
"ltuhsahn‘ﬁ-mmlemem
energy policy in & Democracy,” Zarb
said. “ltmkﬂn_ylnmtodig

jtself into this hole and it can't dig its way -

out overnight.”
Zarb blamed the energy crisis on eco-
pomic planning based on an infinite sup-

jlyﬁdnapml Dnslocauonsmrwd he
. said, when the oil exporting nations

hndedmdwrandquadmpledp:mm
: $ut he told reporters, the price m--

2Enases, though not economically justi- §

Tied, were useful in that they alerted the
industrial world to the fact that oil sup- I

Zarb listed five priority goals for
on foreign oil:

y» Conservation to be achieved through
“better fuel economy in autos, better hous-
‘ing insulation and increased energy cost
©ONSCIOUSNESS.

# Spur domestic production of oil and
‘natural gas by removing price controls.

« Double coal production and consumption
over the next decade.

o Triple nuclear power rehances during
the same period.

= Complete massive stockpiling of oil re-
serves for use in another embargo.

Zarb also emphasized the importance of
solar and wind power as alternative
power sources, but said development on a
hrgescabn not probable in the next dec-

A former investment banker, the 41-

“year-old Zarb said he has no immediate

plans aftér leaving office. But be said he

* had intended to return to private life re-

gardiess of the outcome of this year's
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Business Today

Zarb to Carter: Try Free Pricing

By JACK MAREOWITZ
Bost-Gazette Business Editor
A punishing tax on gas-guzzling
automobiles—so that you'd buy a more
economical small car in self-defense-
won't do it. A punishing tax on gasoline
—-say 25 cents a gallon—might do a

prob-

No,

new

- —is free mar-

- ket pricing of -

Zard
-¢il, natural gas, coal, uranium, what

- have you. In-effect, higher prices.

Now, whether Presldent Carter’s
much-anticipated April 20 energy mes-
sage will tap the supply-inducing

-of the marketplace as effective-
as Frank G. Zarb hopes it will is

~much to be doubted, judging by the sort
- of big-government-

ideas that keep
being leaked out .of Washington. But

- Zarb says be’s not prejudging.

HEAD OF THE Federal Energy
Administration under former President
- Ford, Zarb told reporters here yester-
day that he has given his views to the
staff of new energy boss James R.
Schlesinger.

Though the latter's people are pre-
dominantly voung, academic and gov-
ernment {ypes—practically none have
any industry experience—Zarb said he

prefers not to characterize them “until
after we see what's in the am.”

He himself has gone to Wall
Street, as execntive viee president of
investment banking for Shearsop Hay-
den Stone Inc., and it was to address
local executives invited by that broker-
age house that Zarb was in Piftsburgh.

- Effective energy policy will require

reduction of waste, he said, but also

additional supplies—particular of coal
and commercial puclear power—io
make pp for dwindling oil and natural
gas. The Carter program will stress
conservation but
boping too much from better habits—
and even those are more soundly em-
couraged by a true, unsubsidized price.
“Just to get the country to go from 3%
per cent annual increase in energy use
to 2% per cent in ten years will be an
enormous task,” he said. “It would take
15 years to achieve even moderate con-
ser;ation-goals.” g §

" Nuclear power, now providi per
cent of the country’s electricity, should
double its share to 18 per eent in the
next decade, he said, contending that
while the country probably has suffi-
ciant uranium sources to build the
needed nuclear plants of the next 10
Kears—mer that, fuel from so-called

reeder reactors that generate radioac-
tive, hard to handle plutonium, prob-
ably will be a necessity President Cart-
er has signaled grave reluctance to
push breeder technology now.

Zarb said that ¢ roduction also
has to “more than double” in the next
10 years; that the country should en-
courage fusion, solar energy and other
advanced technologies; that it can
“stop the decline” in domestic oil and
gas production and even make it go up
somewhat—but only by “complete

warned against’

decontrol” of prices.
“Until we price every form of ener-

.qatrealmrketvalueintermsof
al

tm'uativeﬁforms,7 w«la’ won} g:lt a8 ng:g
energy policy,” Zarb said. He
that oil prices are being phased toward
decontrol by 1979, and if the lid were
off now the free market effect might
be “15 cents on a gallon of fuel” -
t: huv%r elxdsetnan lar&e autos
with poor fuel economy presen -
cal.lm'uzl:ﬁm that would u m&g
gress, suggested, adding that -
industry has aiready improved the fuel
efficiency of the total fieet of new cars
by 34 per cent and can reach 50 per
cent by 1980. An operous gasoline tax
would likely be “ratcheted down” to a
meaningless level by Congress, he said.

"“We started with a 33 cents a gallon

plan. The House Ways and Means Com-
mittee cut it; the full House cut it
more; then the Senate. It ended up a
b % e
gasoline’s only r eent

oilbarrel anyway, says ﬁb

He said energy conservation is a
way of life in other industrial countries.
“They've done it all through market
price,” he said. “Then le have the
incentive to insulate their homes, m
g: stotrllln uln?trllows and all of that.

en the little company working on
some solar energy device has the incen-

. tive to bring it to market.”

The country’s coal production can be
doubled in a physical sense, i
to Zarb, “if we allow it to be burned.”
In fact, he declared, the total energy
problem could be solved “if the govern-
ment gets out of the way. If it tries to
manage the system, it will interfere.”

ZARB TOLD A reporter he doesn’t
make specific recommendations of
stocks to buy for an investment in ener-
gy. But as an invastment banker, he
said, yes, he foresees flnancing this
year, for many kinds of energy facilities
including low-BTU coal gasification

plants. Ultimately, he says, the coun-

’s going to need coal gasification
g{o a high-BTU fuel suitable for flam-

ing in the home burmers.
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Zarb sees
oH threat
to economy

_ ByLINDAEMANUELSON
SCB Staft Writer

~ The looming oil shortage —
with the United States now im-
porting 40% of its supply —does
not constitute a crisis. But it is
& threat to the nation’s economy
;ml national security.
_ That was the view of Frank
Zarh, “former administrater; of
“the Federal Energy Administra-
“fion. ‘Keynote speaker &t &
“Ohember-sponsored National

%ﬁuﬂaﬁan Week (May 16-
, luncheon Zarb outlined
weys to remedy the situation.

He cautioned almoat 500 who
wttended that solutions o the °
shortage will have to be im-
plemented simultaneously.

""The cost of imported oil for’
the United States has grown
from $3 billion in 1971 to $40 bil-

N

7 Sliais 13 TRIRS ot ‘ o LR T
g u'a | . 2 .' ot i s, N 3 1
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- lion, Zarb said.
f ﬂhxmmgthattheremanm
' f  certinty that in five of eight
B years there will be disruption in
= the availability of needed oil for

the nation, Zarb said the threat
to mational security seems
“rather clear.” :
'~ “The oil shortage is just the !
first blip on the screen,” he said. |
He predicted that the “second

{Continued on page 5)

Fj R
. (Continued from pagel)

lip will be a lhom.g of yrodm# nad
belectnexty in 1979-81." ‘problems for the t:

(2 leameombotthepmbﬁle inlnltr[nauiu .

\upcoming energy ‘shortages for ‘rage from enviren

“sthe nation must be developed wmhdos-. Zarb =

“mow, Zarb stressed, and must ‘

. focus in the areas of conserva-

© tion, increased oil and ‘gas

. production nationally, ‘eoal ~use of coal) con:

!u production, development of

* nuclear and advanced energy

~ source technology and increased

. satockpiling efforts.

. “The private sector has to get
~ involved,” he said. “It has to look
~.at the facts, and make its own
. judgments. Don't be conned into ' dlm on
lookmg to t.he government Ior Mﬁ-
the answers.”

* The first step to encourage

. development of solutions would

~ be to eliminate all government

~ price controls, Zarb said. The na-

tion will have to reduce the

i growth of its energy consump-

tion from 3%% to 2%% a year
. and price oil at its real market
. value, he added.
. To stem the crisis of an ail or
¢ gas shortage, the United States
. has to develop technology to in-
m its energy productxvity



: _ . By JAMES 1. nm;iu '

{ Staff Writer |

" A solution to this country's énergy crisis will come,
despite the Tederal government and other obstactles, said

the man who headed formér President Gerald Ford's
energy administmtion last night.

to a Fort Lauderdale’ inﬁebtni*d’ seminar,

|

M Yarb said the current crlm “is of our own

.making! °
,.'; “It is e. We had uptions,bd’ck in the 196% -
_and we took the wrong options,” he puld “Now it's time to
‘pay the piper.”

" He took iste with President C!mﬂtndrgy
‘on primarily one point the pmpued excise ux on
'gasoline.

«] afm ot sure it makes any sende to start that way. .

excise tax is just a revenue raiser. l't is not &
nservation method,” he aald

- : . o 4
| |
*g‘ L X
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Zﬁfb i’mﬁ debate on solutlons to the
etergy probl sqki | cofitinue for four to five rhore
years "before we get the job done.”

Zuth is tow an executive vice président for shemen
Hayden Stone, Inc., the Wall Street brokerage firm that =
sponsored the mtmr at the Sheraton Hotel on Fort
Lauderdale’s beach. "

HE said. iiere iﬁ mmmmcm ‘dbout the

urrehtcﬂstsmr ; {

He said this nati mmﬂ? ﬂsw
can salve our pro ,wmson :

‘ 'aﬁt

’i’n Be Solved — Zarb

® Coal. Agam thé government has to provide the rlght
“Incentives, he said.

. ®& Nuclear power. Doublmg the capacity of this energy
suurce should be done, he said.

® A national stockpile. “‘Anotber oil embargo ‘would

~ make the last one look like a Sunday picnic,” he said.

e Technology De\relopment of so-called exotic et\etgy

sources — the sun, coal gasification and liquification,

X nuclear fusion.

%’l’ W Wt Bhd 'lt { Zarb sald it took this country 60 years to convert ffom

_?s iseen 1;?: .nmm
oll a 10 pér cent .
-pmdwdm. heaakL “If the govern-
Ihingﬁrwvidu the right lncentim.
this production,” b said,

t, 9'

- wood as its prime energy source to coal, and another 60
years to convert to gas and oil.

~

But to convert from those sources to something else
must be done this time in 30 years, he said, because that's
_all we have left.
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Zarb Says
;Energy To
Cost More

» ByDaﬁdhre
. © O The Disporch Steff
i Amermnsiutnthelmbeeapamﬁﬂmof

l ‘energy price inersases, pmbablyexeaedmganyﬂamg
et proposed by the Carter administration, warns ex-
renerychxefhnkc Zarb. | .

k “I still think we're only in ChapterZofatleastaA
[“three-chapter story, inglxtwnn'tbe until 1981 or so
heforeallﬂzﬁha needmhedm getdone,

‘hi:b in andnterview, e

; _FEDERAL ENERGY idﬁninistmtorfortwnyean

'l‘uesd spe& e mhg’s‘:xnmegm
ayto energy

mmmcmmamw

““by reality,” “Whenlleﬁ,utnokmeabom
inminuus(o ey

- b
ZARB'S H[ILOSOPHY is that govérnment
[ /helped get us into the energy crisisand government
‘must now back itself out of the regulatory maze,
| encouraging conservation and fuel production by
lettmgnaturdns oﬁandmalheprwedatreal
“walue,
= “Jthink Wmentregulahonsam government
mcecontmkms‘bxgaiactormtexmsdnﬁtaung
theemrgycrhsaxmhmge!sewehau. says

‘ As naﬁondun:rgy administrator, Zarb sand he
hadmchoim'mwun;youtcongresmnal
“mandates on energy, esentbu@befeltmamof
+ these mandates were counterproductive.

,’ “THE AGENCY isn't the problem — it's the
- underlying legisiation that has to be changed,” he
said.

“It took us 10 years to build this problem for

" ourselves,” he said. “Whatever we do is guing to take
dDor 15yearstoatthe)obdnne But we have togoa

(bt farther than we're currently contemplating if
« we're really going to get this job done complztely.”
Zarblxbamnftbe(:arterprogram,alunugh

¥ hemhmthe?rsﬁentsdlsmchnauonmgotoou
~and gas production incentives and development of

_the breeder reactor. i
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Zarb raps government role in'e

By JOE GILLETTE

_ CInpen-Jovrnal Stat! Writer

Frank G. Zarb, former federal energy adminis-
trator, told a select group of Columbus businessmen
Tuesday not to pay any attention to what the Federal
Government does on the energy problem at any
particular moment as they plan . y
future growth.

Zarb said the nation is irrevoe-
ably headed on the path to energy
sell-sufficiency and there is litle
government can do other than to
speed up or slow down the process.

“THE QUESTION is not wheth-
er we're going to have conserva-
tion, but how much, how far, and
how fast,” he said... ’

Zarb spoke' to 4 group of Rt
insurance, investment, banking, Frank G.
utility and corporate  executives Zarb

during apeéthletic Club luricheon ‘

hosted by Shearson Hayden Stone inc., a brokerage
firm. b i ' 1
Chief energy advisor to former President Gerald
R. Ford, Zarb is presently executive vice president of
- corporate financing for Shearson Hayden Stone.

“1 WOULD LOOK (o the Government to do a
canstructive job in areas where it can do well and get
out of the way in areas where it doesn't,” Zarb said.

He placed tax incentives to low and moderate
income people and research and development money
for new energy technology in the former category
and price controls on oil and natural gas in the latter.

He said there are six tools to overcome energy

opment, coal, nuclear power, oil stockpiling, and
advanced technologies such as solar, wind, geother-
mal and coal conversion.

CONTINUED PRICE controls on ol and gas Is the

worst thing government can do fo hinder the
development of all, he said. :

Zarb noted on conservation that if oil costs 81 a
barrel, “‘people will continue to use it as a $1-a-barrel

shortages, including conservation, oil and gas devel-

\ulfi .

Wed., May 25, 1977 %%  Cifizen-Journo! 3

]

nergy problem

product, instead of something that costs $2.40 to
r\eplace." '

He also said controls hinder firms which might
switch to coal as a prime fuel because artificially low
gas and oil prices make coal conversion too costly,
discourage the development of new energy sources
for the same reason and impede development of the
nation's few remaining oil and gas reserves.
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fh’binge]] Asks Zarb Help

WASHINGTON — Former
Federal Energy Administrator
Frank Zarb, now a New York in-
vestment broker, has become a
consultant to the House Com-
merce subcommittee on energy.

The subcommittee is chaired by
Rep. John D. Dingell (D-Mich.)
who has, in the past. had sharply
different views from Zarb on
several important energy issues,
including price controls for
natural gas and oil. Dingell is an
architect of the proposed natural
gas compromise now pending in
Congress, a bill that Zarb criticiz-
e€d in an interview last week (see
story, page 20).

““He is an outstanding choice,”

Dingell said in a phone interview,
adding that the entire subcom.
mittee voted in favor of the ap-
pointment and that Zarb would
advise both Democrats and
Republicans on a wide range of
issues. Both Dingell and Zarb
acknowledged their past
disagreements, but both express-
ed high admiration for each other.

Dingell would not say on what
issues he would ask Zarb for ad-

vice, but said that he had already -

used the former FEA head on
several financing questions for
proposed pipeline construction.
Zarb served at FEA during the
Ford Administration and first
came to Washington during the
Nixon Administration.
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ENERGY POLICY/PROSPECTS

The Whale Oil Administration

By GERALD 8. SAVITSKY

NEW YORK — Before there
was Schlesinger, there was Zarb,

Frank Zarb was the head of the
old Federal Energy Administra-
tion before the Department of
Energy was a gleam in the
Democratic President’s eye.

The former energy czar Is back

in Investment banking, traveling:

the world for Lazard, Freres & Co.
And, he’s just agreed to become

an adviser to the House Com- '

merce subcommittee on energy
and power run by his old, but
respected, adversary, Rep. John
Dingell, the Michigan Democrat.

_ If Zarb was ‘‘czar’ to the
headline writers, there are some
things he doesn’t think the federal
government can or should do to
forge a national energy policy.

Forcing industry to switch to
coal, for example, Is the wrong
way to reduce the use of oil and
gas, he said in an interview last
week. “I issued 30 conversion
orders and none are effective

yet,” Zarb sald. “The economics
were wrong.'’

He sees the new conversion bill,
which 8 the only part of the
Carter energy plan passed by
elther house of Congress, as hav-
Ing as many exemptions as the old
law. But he doesn’t lament the
lack of government power. He
would rather see some incentives;
like an extra Investment tax
credit, to encourage conversions,

“As soon as a plant manager
can make a statement that he can
convert and clean up (the pollu-

tion) and still save money, then

conversion will happen right
away," he sald.

2 the conlracls for ¢oal are.

let,”” he continued, “and the
railroads wlll fix up thelr
roadbeds ... The system falls into
line.”

But Zarb sees tax incentives as
useful only If they are part of a
pricing structure for gas and oll
that reflects true costs.”” It (an In-
centive) takes a good decision

that looks economically sound and
sweelens Il up so the factory may
convert in 1978 Instead of 1980.”
Zarb wishes that Congress
‘would give industry ‘‘a clear
signal that it Is going to pay
markeét value for oil and gas.”
Will the proposed gas compromise

be able to meet that goal? Not in -

Zarb’s view.

He would rather see all new gas
decontrolled after a set period of
time, and would advise letting gas
under old contracts alone.
Politically, he acknowledges with
understatement, that is more dif-
ficult to achiéve. g ke

.Zarb's plan for il &i;lblhg is at-
tractive. He would decontrol the
price of crude dil over a two-year
perlod. But he would impose a
windfall profits tax on the ofl com-
panies. .

That tax would be a whopping 90
percent In the first year, with oil
companies quallfying for a 25 per-
cent rebate if they inveslt in
specific energy projects approved

by the government. Energy users
would get some of the new tax
revenues to help ease the transi-
tion to higher prices.

Zarb would phase down the ex-
cess profits tax and phase up the
amount of the rebate to the olil
companies over the years. His
point is to encourage domestic ex-
ploration and get energy users to
pay higher, replacement costs for
fuel, -

The economics of energy con-
servation would then take hold,
and the use of coal would become
more attractive, or as attractive
as it can be omnce pollution costs
are considered.

The President, on the other
hand, would tax energy users for
buying oil and would not give the
producers much of an increased
incentive. He never did come up
with a plan for circulating those
taxes back into the economy,
though some money was destined
to go to energy users. When Zarb
and the Pres!dent talk about user
rebates, they are mostly talking
about low-income persons and not
business users.

.What seems to bother Zarb the
most about the President’s crude
oll tax is the extent of government
involvement. “Pretty soon the
government says, ‘We don't like
the way you're acting,’  Zarb
warned. The oil companies, that
can probably take care of

themselves, have safd the same
But Zarb s probably correct
about the overall impacts of the
President’s tax — it doesn't do
much for production incentives,
And'it’s more complex than a
windfall profits tax.

Zarb does give the President,
and the current energy czar,
James Schlesinger, points for try-
ing to implement the strategic oil
reserve plan. It’s behind schedule,
but they're trylng. :

He is sympathetic to the con-
cerns of energy users in the Nor-
theast about being at the end of
the oil pipeline in case there is a
future embargo or other shor-
tages. Most of the oil will be stored
In the Gulf region. His solution is a
government commitment for an
aliotted share of oil for that
region.

In general, Zarb sees most of
the Energy Department’s role as
best directed at research and
development of new energy
sources, and for new policies for
disposing of hazardous nuclear
wastes. He also thinks standardiz-
ed nuclear designs have been}
overlovked and could provide
much more efficient use of
everyone’s time and trouble.

Zarb would rather see market
forces carry the day. As he put it,
“When the country ran out of
whale oll, we didn’t have a na-
tional whale oil administration.”
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Ex-Energy Czar Knows
Topic From A to Z (arb)

|Reprinted from Energy User

News, another Fairchild publi-

cation]

NEW YORK — Before there was
Schlesinger, there was Zarb.

Frank Zarb was the head of the old
Energy Administration before the
Department of Energy was a gleam
in the Democratic President’s eye.

The former energy czar is back in
investment banking, traveling the
world for Lazard, Freres & Co. And,
he’'s just agreed to become an adviser
to the House Commerce subcom-
mittee on energy and power run by
his old, but respected, adversary,
Rep. John Dingell, the Michigan
Democrat.

Wrong Approach

If Zarb was “czar” to the headline
writers, there are some things he
doesn’t think the federal government
can or should do to forge a national
energy policy. .

Forcing industry to switch to coal,
for example, is the wrong way to
reduce the use of oil and gas, he said
in an interview last week. ‘I issued 30
convergion orders and none are ef-
fective yet,”” Zarb said. “‘The
economics were wrong.”

He sees the new conversion bill,
which is the only part of the Carter
energy plan passed by either house of
Congress, as having as many
exemptions as the old law. But he
doesn’t lament the lack of govern-
ment power. He would rather see
some incentives, like an extra in-
vestment tax credxt to encourage
conversions.

‘““As soon as a plant manager can
make a statement that he can convert
and clean up (the pollution) and still
save money, then conversion will
happen right away,” he said.

“Then the contracts for coal are
let,” he continued, ‘‘and the railroads
will fix up their roadbeds ... The
system falls into line.”

But Zarb sees tax incentives as
useful only if they are part of a
pricing structure for gas and oil that
reflects true costs. “It (an incentive)
takes a good decision that looks

m"i iound and sweetens 1t

on the oil companies.

That tax would be a whopping 90
percent in the first year, with oil
companies qualifying for a 25 percent
rebate if they invest in specific
energy projects approved by the
government. Energy users would get
some of the new tax revenues to help
ease the transition to higher prices.

Zarb would phase down the excess
profits tax and phase up the amount
of the rebate to the oil companies over
the years. His point is to encourage
domestic exploration and get energy
users to pay higher replacement costs
for fuel.

Coal Use Would Become Attractive

The economics of energy con-
servation would then take hold, and
the idea of coal would become more
attractive, or as attractive as it can
be once pollution costs are con-
sidered.

The President, on the other hand,

would tax energy users for buying oil
and would not give the producers
much of an increased incentive.

He never did come up with a plan

for circulating those taxes back into .
the econamy, though some money

was destined to go to energy users.
When Zarb and the President talk

about user rebates, they are mostly

talking about low-income persons and
not business users,

What seems to bother Zarb the most
about the President’s crude oil tax is
the extent of government in-
volvement. ‘‘Pretty soon the govern-
ment says, ‘We don't like the way
you're acting’,”” Zarb warned. The oil
companies, which can probably take
care of themnselves, have said the
same. But Zarb is probably correct
about the overall impacts of the
President’s tax — it doesn’t do much
for production incentives. And it's
more complex than windfall profits
tax.

Credit for Trying

Zarb does give the President, and
the current energy czar, James
Schlesinger, points for trying to im-
plement the strategic oil reserve
plan. It's behind schedule, but they’'re
trying.

He is sympathetic to the concerns of
energy users in the Northeast about
being at the end of the oil pipeline in
case there is a future embargo or
other shortages. Most of the oil will be
stored in the Guif region. His solution
is a government commitment for an
allotted share of oil for that region.

In general, Zarb sees most of the
Energy Department’s role as best
directed at research and development

- of new energy sources, and for new

policies for disposing of hazardous
nuclear was‘es. He also thinks

nuclear designs have
been overlooked and could provide
much more efficient use of everyone 8
time and trouble.

Zarb would rather see market

-forces carry the day. As he put it,

“‘When the country ran out of whale

" qll, we dide’t have a national whale oil
:administration.” . i




Energy Adminis
Department of Energy was a gleam
in the Democratic President’s eye.

The forzner energy czar is back in
investment banking, traveling the
world for Lazard, Freres & Co. And,
he’s just agreed to become an adviser
to the House Commerce subcom-
mittee on energy and power run by
his old, but respected, adversary,
Rep. John Dingell, the Michigan
Democrat.

Wrong Approach

If Zarb was ‘“‘czar” to the headline
writers, there are some things he
doesn’t think the federal government
can or should do to forge a national
energy policy. .

Forcing industry to switch to coal,
for example, is the wrong way to
reduce the use of oil and gas, he said
in an interview last week. ‘I issued 30
convergion orders and none are ef-
fective yet,”” Zarb said. “‘The
economics were wrong.”'

He sees the new conversion bill,

which is the only part of the Carter
energy plan passed by either house of
Congress, as having as many
exemptions as the old law. But he
doesn’t lament the lack of govern-
ment power. He would rather see
some incentives, like an extra in-
vestment tax credit, to encourage
conversions.

‘‘As soon as a plant manager can
make a statement that he can convert
and clean up (the pollution) and still
save money, then conversion will
happen right away,” he said.

‘““Then the contracts for coal are
let,” he continued, “‘and the railroads
will fix up their roadbeds ... The
system falls into line.”

But Zarb sees tax incentives as
useful only if they are part of a
pricing structure for gas and oil that
reflects true costs. ‘It (an incentive)
takes a good decision that looks
economically sound and sweetens it
up so the factory may convert in 1978
instead of 1980."

Give Industry Clear Signal

Zarb wishes that Congress would
give industry “‘a clear signal that it is
going to pay market value for oil and
gas.” Will the proposed gas com-
promise be able to meet that goal?
Not in Zarb's view.

He would rather see all new gas de-
controlled after a set period of time,
and would advise letting gas under
the old contracts alone. Politically, he
acknowledges with understatement,
that is more difficult to achieve.

0il Pricing Plan Attractive

Za~b's plan for oil pricing is attrac-
tive. He woud decontrol the price of
crude oil over a two-year period. But
he would impcese a windfall profits tax

ease the transition to higher prices.

Zarb would phase down the excess
profits tax and phase up the amount
of the rebate to the oil companies over
the years. His point is to encourage
domestic exploration and get energy
users to pay higher replacement costs
for fuel.

Coal Use Would Become Attractive

The economicg of energy con-
servationr would then take hold, and
the idea of coal would become more
attractive, or as attractive as it can
be once pollution costs are con-
sidered.

The President, on the other hand,
would tax energy users for buying oil
and would not give the producers
much of an increased incentive.

He never did come up with a plan

for circulating those taxes back into .
the econamy, though some monay

was destined to go to energy users.

about user rebates, they are mostly

Heis sympathetxc to the concerns of
energy users in the Northeast about
being at the end of the oil pipeline in
case there is a future embargo or
other shortages. Most of the oil will be
stored in the Guif region. His solution
is a government commitment for an
allotted share of oil for that region.

In general, Zarb sees most of the
Energy Department’s role as best
directed at research and development
of new energy sources, and for new
policies for disposing of hazardous
nuclear was‘es. He also thinks
standardized nuclear designs have
been overlooked and could provide
much more efficient use of everyone'’s
time and trouble.

Zarb would rather se¢ market

-forcascarrytheday.Asheputlt,

“When the country ran out of whale
ail, wedtdn‘thavunatwulwbaleoﬂ

-administration.”
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_Zarb To Speak A
“At CMU Event - . =
" Frank Zarb, head of the Federal

* Energy Administration, will deliver the
is keynote address Friday at Carnegie-
- Mellon University's annual manage---
‘ fp B ment - confer-.
& ® sl @

ence.rs oy
- ' 'The confer-
ence, sponsor '
ed by the uni=’
versity's Grad-~
pate School of -
ustrial Ad-
m i nistration, -
will start at -
§:30 a. m. In
the Mellon In-
stitute. p &=
e Zarb wil
speak at the.
ZARB luncheon - at .

]

noon in the Webster Hall Hotel.: .. _ .= - -
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WASHINGTON (UPI) — Federal
energy chiel Frank Zarb said
Wednesday hg expects gasoline
prices 10 rise another two cents a
gallon by Labor Day — and then
decline a bit < in 2 eontinuation of

e "'0ld oil' price controls by
approving another hill that would
ziilz’uY roll back the price of “‘new

Byam“”ml,ﬂleSenale
approved a

"l

Zarb fr’
gas price hike

Senate bill which would require Ford
to set price ceilings on ‘‘new oil"
that produced by wells drilled
1972 — no higher than $11.28 a barrel.
It also would foree Ford to

congressional. approval for ans
increase of more than 50 cents 2
barrel. in the price of *‘gld oil”’ from
wells drilled before 1973. {

panitbntFordalmimfelyvm
veto the legislation. S
‘The bill runs directly counter to§
conservation-by- price-hike
philosophy contained in Ford's

than two cents a gallon rather than 2
possible five ‘cents he mentioned.
Nipp said the five-cent figure would
include price hikes that recently took
effect.

“What he meant to say was
legally, prices could go up two to five
cents a gallon depending on the
individual oil companies’ positions,
but our assessment of market condi-
tions indicates that the most we’ll see
gasoline .prices go up is two to five
cents at the pump including the late
June and early July increase,” Nipp
said.

*‘In other words, another two cents

at most.” ,

Ford's plan, opposed by most
Democrats and possibly destined to
be killed by Congress, would
gradually remove federal price
controls from so-called “‘old oil" in
wells drilled before 1973. “‘Old oil”

represents about two-thirds of
domestic reserves.

The Ford proposal would replace
the cum-t hd ice . 3
#diﬂﬂbﬂﬂu



Ford
vetoes oil

rollback

Fears rise in
consumption,
cut production

By PETER J.KUMPA
Washington Bureawu of The Sun -
Washington—President

Ford vetoed another congres-
sional bid yesterday to de-
crease oil prices because he

said it would increase consump-
tion, cut domatic production
and make the

The action stepped up the
ecopomic and political bnttle
between the White House and
Congress over energy policy. It
moved both sides closer to a
stalemate on oil prices with
more chance that no compro-
mise can be reached before
controls on oil expire at the end
of néxt month.

Should controls expire, all
the country’s domestic produc-
tion would rise in time to the
world price of approximately
$13 a barrel.

For the consumer, adminis-
tration officials estimate, this
would mean a rise in gasoline
prices of another 5 to 7 cents a
gallon within six months or
even sooner.
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Congressional  Democrats
argue that the price jumps
could be steeper, with damage
to the economy by increasing
inflation and dampening recov-
ery. For example, Senator Hen-
ry M. Jackson (D., Wash.), an
avowed candidate for the presi-
dency, argues that oil decontrol
could lead to $1-a-gallon gaso-
line by “sometime in 1976"
with a “devastating effect” on

have gradual decontrol propos-
als of their own, but these
would take much longer, from
five to seven years.

Primarily, they have pushed
lor lower ratber t.hn

essary to take harsh steps now
to move the country toward
long-range energy ndepend-
ence.

In the legislative maneuver-
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Frank G. Zarb (right), the federal energy administrator,
briefs reporters on President Ford's veto of a bill that

T

Ford vetoes oil price cut;

VETO, From, Al

ing, the Sepate has passed an-
other bill that would simply ex-
tend the authority to control oil
prices for six months. If the
President still allowed prices to
rise, it could be argued politi-
cally that he was responsible
for higher consumer prices. The
House has not acted on this sim-
ple extension.

Mr. Ford promised in his

message yesterday that he will
yeto any such simple extension
unless Congress also accepts his
phased decontrol legislation.
Thus, the likely stalemate.

Another energy bill, howev-
er, the Dingell bill, is on the
House floor this week. Some
compromise could be inserted
in this legislation.

And Frank G. Zarb, Federal
Energy Administration chief,
admitted yesterday that talks

would have roll
Alan Greenspan, Ford econo

L

went on Saturday and Sunday
with key House Democrats on
possible ways out of the im-
. He said he was “heart-
ened” by the “level of under-
standing” of the problem. One
possible compromise might be
stretching out Mr. Ford’s
phase-out decontrol beyond the
proposed 30 months.
After a breakfast meeting
with the President, Representa-
tive John J. Rhodes (Ariz.), the

ed back the price of new domestic oil.
mic adviser, is at his side.

fears higher usage

House Republican leader, said
he was mildly optimistic that a §
compromise could be worked |

out.

Ronald H. Nessen, the White
House press secretary. suggest-
ed to reporters that they shouid
“go light” om compromise

chances.

Mr. Ford, with some adjust-
ments, continues to argue for
the overall energy program
that he proposed in January.

7
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. would foree the oil industry into & period of instability and
. mnceriainty. )
+ . This period of flux eould involve 8 derade or more of
litigation to adjudieate the numerous conflicling cluims
.wof all those with & direet interest in the outcome of
.divestiture. During this period caPim spending by the
affected companies would be sharply reduced, and indus-
Elry management efforts would be diverted from the de-
jsr¥elopment of environmentally sonnd supplics Lo
- the adminisirative problems 2ssociated wit divestiture.
&+ The net result of beth would be to reduce domestic ener-
f:u;upzhaand inerease deperdence of imported eil.
v 4t i simply walve to ex
iatrocture itse o
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It hes also been said that when decreased cartel pro.
duction Is mecessary to support increased prices, the
companies acl as & mechanism through whieh
tional shares of the reduced production are aliocated to
the member states of OPEC. But the fact remains that
this pro-rationing of decreased production is simply not
essential. -

One member of the cartel, Sandi Arabia, has such a
production capscity and such & relatively small
for eil revennes that i(.mlwhxheemhrgm-'

duction decrease pecessary to support amy givea price.
long a& the Sandis are willing to support the stability
shutting In their production-—a decision
companics have ng contral—OPEC will
1o dominaie the supply, and, iherefore, the

uee mere energy msombie prices,
te the implementation of » five-poinmt
national energy program: :
- 1. Decrease the growth rete of U.S. energy consump-
Usn from an histeric 3.8 per cent te something less than
2.8 per comt;

2. inerease domestic ofl jon from the currem 8
‘ilition barrels per day 10 12 million barrels per day, and
increase dumestic netursl production from 20 trilbion -
- owbic feet per yoar Lo 28 trillion cubic feet per year; ]

3. Incremse domeslic coal produetion from the present .
‘ammug rale of 608 million tons to one billion tons; :
A Increase electricity generstod by ruclesr pewer
from Loday's level of B per cont 1o 26 per cent: and

; iwuuth!ﬂwmmm
this mation sufficient protectien agaimet the threst of -
future embargoes,

equally
Jeffeciive substitutes, will require deliberste and painful
'm-nhi.mn—hrdeanpkth#i .
mm»mbmmtﬁuhebrz\hhww 3
_ mmu&mmn.qth,

. As pepular s the notion may seem, the divestiture
ma presently being considered simply does mot
Ao provide O, gonserve more energy, Indeed, :
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. in industry or fol
i ters clusely, or both. Silence.

use
g‘r"
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By Philip A. lart

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

" 1hink of a single example of a com-

etitive industry. Stumped, I
turned to the stafl. No sugges:ions.
1 tossed the question to the sudi-
gnce—aboul 150 rersons who wark

ow antitruslt mat-

That memory comes back now be-

- esuse it seems to 1ypify a problem

of thuse who favor divesliwure for

: t:!moil industry. We argue that this

ing consumers the benefits of

_gompetition. We get back blank
looks.

,lzb ‘P.'pl.
- what g competitive oil indusiry

are herd put to imagine

would look or st like. They zve e

; ally hard put te imagine how
“ﬁpouun w’o:}d sffect consum- -
.‘ “ =

Frankly, 1 should have realized

E R s S

‘t astomatieally bring

. bliagful visiens to consumers’

winds, They don’t often get a

to see ven in

1
:

=

Ben. Philip A." Hert (D-Miek.) is
‘veliving al the end of thie F"
“ufter three tarms in the U.S.
wale. He Is chairmen of the
- Benale subcommiltee on anti-
trust and monopaly.

oy
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—in the eperation of jeint produc-
ing leases and such—the figure hits
90 per cenl. The industry spokes-
men tell us there are 10,000 produe-
ers. So the other 9,980 must control
10 per cent of the reserves.
Consider these other barometers
of concentration in the indusiry, In
197Z, the top =ight refiners had 56
r:r cent of vetion. The top 20
d 84 per eent. Crude oi! is gener-
slly sold w the pipeline on whieh it
travels, ard in 1973, 92 per cent of
crude ail ~~ipments were carried in
the majors’ & {the top 18 ecom-
panies in volume of crude produe-
tion, refining and markeling are in-
eluded amto;:eg the “mzajors”). The
same r majors’ pi car-
ried ;Gupereentofthcrermdon
uels in the country. And in
874, the top refiners held 80 Kl‘
eent :‘fz:urdmby marke;.."l‘ t
YOpe a group of com-
panies that mest exch other daily s

raise erude Bat that will nat
be »s easy divestiiture.

. walne each time the world price
. hiked. The magnitude of that incen-
. tive is impressive. For example,

A(Jéa'so(a#

K

i) %

. means the value of the reserves
+ that Exxon, Atlantic-Richfield and
Sshio’/BP hold just in Prodhoe
Alaska, increases by $10 billion.
That's the kind of eondition in
which sweetheart contraets flour-
ish, OPEC scratches the oil com-
. panies’ hack, and vice versa. On the
+ giher hand, we do know that with
: the b per cent of the OPEC produe-
tion now being purchzsed by nonin-
“tegrated refiners there has been
some eroding of the eartel price.
8o there s every reason to believe
- that competition over the years
. would keep prices from rising as
- fest and as bigh as they would
withou! competition. For consum-
; ers, the stake i5 considerable. Ev-
: ary e gasoline goes up ohe eent &

- i v~ =Loiitinued .on Fage 10
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. ~Lontinued from Page 7
lon, eunsumers spend §1
. n mere each year to

. promises
' most universe! trait of mo-
mopoliste is their comfort.
don't have to hustle—
and they usuzily don't.
Tllngn il;.efficienri:;
Creep in; e nob?

vances are slow to be made 4 Clearly, the only notice-
. o kmplemented. In generad, -{ sble compstition in the In-
there are tigns of stagna- dustry comes from the inde-
tion in the induatry, Aa +{ pendents. The indepea.
Businets Week magazine 1| dents, not the majors, came
reported Jest month."Com- -4 up with new marketing
! pored with their sales vol- ‘| technigues, such as on-
wme, big oll companies have 1{ manned “gas-and-go” ste-
Rever spest heavily an re- . | tions. Innovations ke this
& ,:eh end dem—-u | and lower prices helped
the engi kind. sbout 25
mwcwm cent of the market. That
s : get alone ew:‘e.dt 5$Ns took g
T e e, Nl iom that Incidentally, afier-the
.- with l=h - m ‘ subrommittes members
. billion, reported, thought
2 On the sverage, the il in- || tion question a bit, we aid
R Gestry Jawt yeor [ come up with & very poed
SR than ome half of one per example of 3 e
g tewt of ssles dollars om re- | dusiry—the hand-held el
3 Il:ebndm fxwf hMr)’-ﬁ:l you
% ne company, Phill recall, sbout five years
| down Ha research and devel- mg had “n
' expenditures )ike to 2 model
] More than 50 per cent today sells for less than
went {o yerearch om chemi- $100. And you ean mow buy
eals, Including fibers snd simple for less than
| Plastic. Fifteen to 25 per | $18 What made the differ
] eent went to finding im- ence? Competition. That’s I
.| proved techniques to &" what mw
© 7] or and evalvate ofl and min- in tee + lower prices
B T el deposite. nd & good deal of ether
3 | Evidence of the ineffi- benefits for conssmera.
Pl o ‘elency of the majors shows Wouldn't i be nice t» ace
8 the service station: 1]} ml 135‘%* e ol -
mtmdm o) Apalnin, . Dol
dents traditienally umder-
o . |'eell the majors by three to

five cents a gallon. Robert
.| Yancey, president of Ash-
land Oil, & large indepen-
i| dent vefiner, told the sub-
“| committee he could “spot
] the a doliar a barrel
and ;1. beat them at the A
m" % kg PR |
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