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MEMORANDU~ FOR: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

January 4, 1974 

THE PRESIDENT 

WILLIAM SEIDMAN 
FRANK ZARB 
RON NESSEN 

The considerable and generally accurate leaks about the 
contents of your planned economic and energy programs 
are damaging the planned impact of your proposals. 
We feel that you should reevaluate your plans to announce 
the economic and energy proposals in the State of the Union 
speech and consider making at least some announcement 
before then in order to prevent a complete loss of impact. 

There are several reasons we·think the leaks are damaging: 

1. They give your opponents an opportunity to attack your 
proposals during the next 2 1/2 weeks Whileyou cannot answer. 

2. By having all the proposals out in the newspapers 
ahead of time, the reaction to the State of the Union 
may be, "there is nothing new in that" • 

3. Senators Jackson and Proxmire are likely to begin hearings 
before the State of the Union speech on these matters and 
by the time you make your speech you will appear to be merely 
reacting •. · 

4. There is a great deal of anticipation being built up on 
this speech. People are looking not just for specific 
details but for signs of decisive and knowledgeable 
leadership which will determine to a large extent the country's 
estimation of you as President. A strong implication of you 
as a leader in firm command of the economy and the energy 
field may be lost if you don't speak out before the details 
of your programs are completely leaked. 
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Therefore, we suggest you consider the following options: 

1. Make a speech or use your news conference Tuesday to 
announce as many of the economic and energy proposals as 
you have decided on by then. 

2. Make a major television speech announcing your energy 
program only. Frank Zarb favors this and says the complete 
energy .Package will be ready to go Thursday, January 9 
or Friday, January 10. 

3. Go ahead and announce the energy and economic proposals 
in the State of the Union as planned. We do not favor this. 

Assistant Secretary Enders says that Dr. Kissinger also 
favors announcing the energy and economic proposals at 
the earliest possible date. 

We would welcome an opportunity to discuss this with you. 
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Good evening. 

Without wasting words, I want to talk with you 
tonight about putting our domestic house in order. We 
must turn America in a new direction. We must reverse the 
current recession, reduce unemployment and create more 
jobs. 

We must restore 
and investors alike. We 
plan to curb inflation. 
take firm control of our 
Together we can and will 

the confidence of consumers 
must continue an effective 
We must, without any delay, 
progress as a free people. 
do this job. 

Our national character is strong on self­
discipline and the will to win. Americans are at their 
very best when the going is rough. Right now, 
the going is rough, and it may get rougher. But if we 
do what must be done, we will be on our way to better 
days. We have an historic opportunity. 

On Wednesday I will report to the new Congress 
on the State of the Union and ask for its help to quicklY 
improve it. But neither Congress nor the President can 
pass laws or issue orders to assure economic improvement 
and instant prosperity. 

The Government can help by equalizing unfair 
burdens, by setting an example of sound economic actions 
and by exerting leadership through clear and coordinated 
national recovery programs. 

Tonight I want to talk to you about what must 
be done. After all, you are the people most affected. 

MORE 
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Since becoming your President five months ago, 
problems have been my foremost concern. Two 
of our problem are long-range -- inflation and 
Both are affected not only by our actions, but 

international forces beyond our direct control. 

The new and disturbing element in the economic 
picture is our worsening recession and the unemployment 
that goes with it. We have made some progress in slowing 
the upward spiral of inflation and getting interest 
rates started down, but we have suffered sudden and serious 
setbacks in sales and unemployment. 

Therefore, we must shift our emphasis from 
inflation to recession, but in doing so, we must not lose 
sight of the very real and deadly dangers of rising 
prices and declining domestic energy supplies. 

Americans are no longer in full control of their 
own national destiny, when that destiny depends on uncertain 
foreign fuel at high prices fixed by others. Higher 
energy costs compound both inflation and recession, and 
dependence on others for future energy supplies is 
intolerable to our national security. 

Therefore, we must wage a simultaneous three-front 
campaign against recession, inflation and energy dependence. 
We have no choice. We need within 90 days the strongest and 
most far-reaching energy conservation program we have ever 
had. 

Yes, gasoline and oil will cost even more than 
they do now, but this program will achieve two important 
objectives -- it will discourage the unnecessary use of 
petroleum products, and it will encourage the development 
and substitution of other fuels anj newer sources of 
energy. 

To get started immediately on an urgent national 
energy plan, I will use the Presidential emergency powers 
to reduce our dependence on foreign oil by raising 
import fees on each barrel of foreign crude oil by $1 to 
$3 over the next three months. 

A more comprehensive program of energy conservation 
taxes on oil and natural gas to reduce consumption 
substantially must be enacted by the Congress. The revenues 
derived from such taxes will be returned to the economy. In 
addition, my energy conservation program contains oil 
allocation authority to avoid undue hardships in any one 
geographic area, such as New England, or in any specific 
industry or areas of human need where oil is essential. 

MORE 
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The plan prevents windfall profits by producers. 
There·must also be volunteer efforts to cut gasoline and 
other energy use. 

My national energy conservation plan will 
urge Congress to grant a five-year delay on higher auto­
mobile pollution standards in order to achieve a 40 
percent improvement in miles per gallon. 

Stronger measures to speed the developmentj of 
other domestic energy resources, such as coal, geothermal, 
solar and nuclear power are also essential. 

MORE 
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This plan requires personal sacrifice. But if we 
all pitch in, we will meet our goal of reducing foreign oil 
imports by one million barrels a day by the end of this year 
and by two million barrels before the end of 1977. The energy 
conservation measures I have outlined tonight will be supple­
mented by use of Presidential power to limit oil imports as 
necessary to fully achieve these goals. 

By 1985 -- 10 years from now -- the United States 
will be invulnerable to foreign energy disruptions or oil 
embargoes such as we experienced last year. Of course, our 
domestic needs come first. But our gains in energy independence 
will be fully coordinated with our friends abroad. Our efforts 
should prompt similar action by our allies. 

If Congress speedily enacts this national energy 
program, there will be no need for compulsory rationing or 
long waiting lines at the service station. Gasoline prices 
will go up, though not as much as with a 20 cent a gallon 
gas tax. Furthermore, the burden of the conservation taxes 
on oil will be shared by all petroleum users, not just 
motorists. 

Now, let me talk about the problem of unemployment. 
This country needs an immediate Federal income tax cut of 
$16 billion. Twelve billion dollars, or three-fourths of 
the total of this cut, should go to individual taxpayers in 
the form of a cash rebate amounting to 12 percent of their 
1974 tax payments -- up to a $1,000 rebate. If Congress acts 
by April first, you will get your first check for half the 
rebate in May and the rest by September. 

The other one-fourth of the cut, about $4 billion, 
will go to business taxpayers, including farmers, to promote 
plant expansion and create more jobs. This will be in the 
form of an increase in the investment tax credit to 12 percent 
for one year. There will be special provisions to assist 
essential public utilities to step up their energy capacity. 
This will encourage capital spending and productivity, the 
key to recovery and growth. 

As soon as the new revenues from energy conservation 
taxes are received, we will be able to return $30 billion to 
the economy in the form of additional payments and credits to 
individuals, business and State and local governments. Cash 
payments from this total also will be available to those 
who pay no income taxes because of low earnings. They are 
the hardest hit by inflation and higher energy costs. This 
combined program adds up to $46 billion -- $30 billion in 
returned energy tax revenues to compensate for higher fuel 
costs and $16 billion in tax cuts to help provide more jobs. 
And the energy conservation tax revenues will continue to 
be put back into the economy as long as the emergency lasts. 

MORE 
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This economic program is different in emphasis from 
the proposals I put forward last October. The reason is 
that the situation has changed. You know it, and I know it. 
What we need most urgently today is more spending money in 
your pockets rather than in the Treasury in Washington. 
Let 1 s face it, a tax cut to bolster the economy will mean a 
bigger Federal deficit temporarily, and I have fought against 
deficits all my public life. But unless our economy revives 
rapidly, Federal tax revenues will shrink so much that 
future deficits will be even larger. But I have not abandoned 
my lifelong belief in fiscal restraint. In the long run, 
there is no other real remedy for our economic troubles. 

While wrestling with the budgets for this year and 
next, I found that at least three-quarters of all Federal 
expenditures are required by laws already on the books. The 
President cannot, by law, cut spending in an ever-growing 
list of programs which provide mandatory formulas for payments 
to State and local governments and to families and to 
individuals. Unless these laws are changed, I can tell you 
there are only two ways to go -- still higher Federal taxes 
or the more ruinous hidden tax of inflation. Unchecked, 
Federal programs mandated by law will be prime contributors 
to Federal deficits of $30 to $50 billion this year and next. 
Deficits of this magnitude are wrong -- except on a temporary 
basis in the most extenuating circumstances. 

MORE 
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Reform of these costly mandated Federal spending 
programs will take time. Meanwhile, in order to keep the 
budget deficit as low as possible, I will do what I 
can. 

In my State of the Union and subsequent messages, 
I will not propose any new Federal spending programs 
except for energy,and the Congress-- your representatives 
in Washington -- share an equal responsibility to see 
that no new spending programs are enacted. 

I will not hesitate to veto any new spending 
programs the Congress sends to me. Many proposed 
Federal spending programs are desirable and have had my 
support in the past. They cost money--your tax dollars. 
Mainly it is time to declare a one-year moratorium on 
new Federal spending programs. 

I need your support in this. It is vital that 
your representatives in Congress know that you 1hare this 
concern about inflation. 

I believe the Federal Government ought to 
show all Americans it practices what it preaches about 
sacrifices and self-restraint. Therefore, I will insist 
on a 5 percent limit on any Federal pay increases in 
1975, and I will ask Congress to put the same temporary 
5 percent ceiling on automatic cost of living increases 
in Government and military retirement pay and Social 
Security. 

Government alone cannot bring the cost of 
living down, but until it does start down, Government 
can refrain from pushing it up. For only when the cost 
of living comes down can everybody get full value from 
a pension or a paycheck. I want to hasten that day. 

Tonight I have summarized the highlights of my 
energy and my economic programs. They must go hand in 
hand, as I see it. 

On Wednesday I will spell out these proposals 
to the Congress. There will be other recommendations, 
both short-term and long-range, to make our program as 
fair to all as possible. 

I will press for prompt action and responsible 
legislation. The danger of doing nothing is great. The 
danger of doing too much is just as great. 

We cannot afford to throw monkey wrenches into 
our complex economic machine just because it isn't running 
at full speed. We are in trouble, but we are not on the 
brink of another Great Depression. 

MORE 
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Our political and economic system today is many 
times stronger than it was in the 1930s. We have 
income safeguards and unemployment cushions built ~nto 
our economy. I have taken and will continue to take 
whatever steps are needed to prevent massive dislocations 
and personal hardships and, in particular, the tragedy of 
rising unemployment. 

But sound solutions to our economic difficulties 
depend primarily on the strong support of each one of you. 
Self-restraint must be exercised by big and small business, 
by organized and unorganized labor, by State and local 
governments, as well as by the Federal Government. 

No one will be allowed to prosper from the 
temporary hardships most of us willingly bear, nor can 
we permit any special interests to gain from our 
common distress. 

To improve the economic outlook we must rekindle 
faith in ourselves. Nobody is going to pull us out of 
our troubles but ourselves, and by our own bootstraps. 

In 200 years as a Nation we have triumphed over 
external enemies and internal conflicts and each time we 
have emerged stronger than before. This has called for 
determined leaders and dedicated people, and this 
call has never gone unheeded. 

In every crisis, the American people have 
closed ranks, rolled up their sleeves and rallied to 
do whatever had to be done. 

I ask you and those who represent you in the 
Congress to work to turn our economy around, declare our 
energy independence and resolve to make our free society 
again the wonder of the world. 

The beginning of our Bicentennial is a good time 
to reaffirm our pride and purpose as Americans who help 
themselves and help their neighbors no matter how tough 
the task. For my part, I will do what I believe is 
right for all our people--to do my best for America 
as long as I occupy this historic house. 

We know what must be done. The time to act is 
now. We have our Nation to preserve and our future to 
protect. Let us act together. 

May God bless our endeavors. Thank you, and 
good night. 

END (AT 9:22 P.M. EST) 



January 13, 1975 

Pool Report--

l 
Immediately following the President's speec~ the pool was escorted 
into the Library to report on the taking of still photographs. 
Present with the President were Ron Nessen and Donald Rumsfeld. 
Entering with the pool were Dick Cheney and Alan Greenspan. 
Also television adviser Bob Mead. 

Some poolers noted the absence of Secretary Simon, Presidential 
Counsellor Bob Hartmann, and Counsellor Seidman. 

As we entered the President asked 11 Did it sound like I was reading? 11 

As the photographers snapped pictures Ford recited from memory 
a portion of his speech (at their request}. · After about thirty seconds 
of this the President said, 11 Is everybody happy, '1 meaning did they 
get enough pictures. He then said; "I'll be happier when Congress 
passes my program." 

Somebody asked the President if he liked his new format and he 
replied, 11I felt very comfortable. 11 Asked why he chose the Library 
he shrugged and said''well I feel very comfortable here it has a 
fireplace. • • 11 

The President was seated behind a smatl antique desk covered with 
a green blotter in the northwest-corner of the Library. Directly 
to his right were the collection of bound volumes of previous Presidential 
papers. To his right was a portrait of George Washington. !u front 
of him. were two cameras ,and two teleprompters. There was a fire 
in the fireplace to his right. The heat from it and the battery of television 
lights produced a relatively heavy perspiration. 

Wh~ghart, Bell 

### 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

January 14, 1975 

MEMORANDUM FOR RON NESSEN 

FROM: JOY CHILES 

Re: Public Reaction to the President's Economic/ Energy Address 

In response to Norm Kempster saying that if the public reaction figures 
we reported today were true, last night's address drew the most 
negative early response of a Presidential speech that he could 
remember. 

Roland Elliott said this was not true ••• the telegrams & rnailgrarns 
had been very slow in corning in and the reaction has been light. But 
Roland pointed out that the President asked the American people to 
contact their representatives in Washington. 

Though no specific area has drawn more citicisrn than others, Roland 
gave me a sampling of the unfavorable telegrams and rnailgrarns: 

1. People expressed concern about the environment with 
the suspension of pollution controls. 

2. Suggestion that the defense budget be cut rather than health 
programs. 

3. Social Security benefits shouldn't have the 5o/o ceiling that has 
been proposed. 

4. Resulting hike in gas prices some suggested we should to 
to a rationing system instead. 

Some direct quotes were: "I heard your speech in 1930, Mr. Hoover," 
"Shove it, " and "Phooey on you. '' 

In the telephone response the unfavorable reaction centered on: 

1. The tax cut being "peanuts" with no equity. 

2. Against the gas tax. 
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3. The recipients of Social Security would suffer 

4. The President looked programmed ••• numerous comments 
about the phony, staged appearance of Rumsfeld and Nessen 
with the President in the opening of the program. 

TELEGRAMS & MAILGRAMS (as of 4:30 p.m.) 

PRO 192 
CON 168 
COMMENT 78 

TELEPHONE CALLS (as of 4:30 p.m.) 

PRO 103 
CON 142 
COMMENT 8 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

January 14, 1975 

NOTE FOR RON NESSEN 

FROM£ JOY CHILES 

-

Re: Public Reaction to President1 s Economic/Energy Address 

TELEGRAM (as of 8:00 a.m. 1/14/75 -- update on these coming at 10:00 a.m.) 

~~~ . . ~~ 
1t9- /\. ~PRO ..J..G6-~~j ~. 1,~1 ~ ~ 

1~8 e; CON ~ ~ ::Sb . .,q / . . U ~4 d '1 COMMENT ~ (wfxi.ee the President to be more specific on issues, 
P, 'I 0 . which the President will cover in SO;) 

TELEPHONE CALLS 

PRO 
CON 
COMMENT 

89 
87 

8 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

January 14, 1975 

NOTE FOR RON NESSEN 

FROM: JOY CHILES 

Re: Public Reaction to President's Economic/ Energy Address 

TELEGRAM (as of 8:00 a.m. 1/14/75 -- update on these coming at 10:00 a.m.) 

PRO 
CON 
COMMENT 

106 
56 
40 (wanted the President to be more specific on issues, 

which the President will cover in SOTU) 

TELEPHONE CALLS 

PRIO 89 
CON 87 
COMMENT 8 



MEMORANDUM 

MEMO FOR RON 

FROM: JOY 

THE WHITE HOUSE 

WASHINGTON 

January 14, 1975 

Re: Public Reaction to the President's Economic/ Energy Address 

TELEGRAM (as of 11:15 a.m.) 

PRO 112 
CON 58 
COMMENT 41 

MAILGRAMS (as of 11:15 a.m.) 

PRO 52 
CON 89 
COMMENT 29 

TELEPHONE CALLS (last night combined with today 1 s as of 11:15 a.m.) 

PRO 94 
CON 112 
COMMENT 9 
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CLEAN AIR AMENDMENTS 

(Guidance from Jerry Warren) 

Clean Air Amendments -- details will be spelled out, but let me as sure you 

Russell Train and Frank Zarb are in complete agreement on these amendments. 

GRF said lower emission standards - the California standards for carbon 

monoxide and hydrocarbons are higher than nationwide standards. The 

oxides of nitrogen (NOX) will remain at 1975 standards. 
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MEMORANDUM FOR 
_;,_.x y d 

DONALD RUMSFELD ~ 

FROM: WILLIAM N. WALKE ~~ 
SUBJECT: The President's Monday Night Speech 

These comments are directed not to the substance of the 
speech but rather to its visual and perceptual impact and to 
suggestions for followup efforts. 

In general, I thought it was a good approach. The less 
formal format provided a much better vehicle for the President 
to speak directly to the people and convey the sense of 
leadership and strength that critics have been calling for. 
However, I have the following observations: 

A. The beginning of the program was very disorienting. 
After a too-brief shot of you and Nessen with the President, 
he began speaking to a waist-up camera shot, first appar­
ently standing, and then sitting down, but it was not until 
perhaps five minutes into the speech that the camera backed 
up enough for the viewer to see that he had sat down behind 
a small desk. At that point the viewer knew where the 
President was and what he was doing and could concentrate on 
what he was saying. But the impact of the opening of the 
address was much diluted, at least for me, because I couldn't 
tell what he was doing. It would be a significant improve­
ment to open this format with a wide angle shot of the area 
of the room in which the President would be speaking so the 
viewer could get a feel for it and anticipate the President's 
movements (standing, sitting, leaning against the table, 
etc.) and listen to what he was saying . 

• 

I 
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B. More important, the delivery did not adequately fit 
the format. Here was the President sitting down to talk 
with us, but instead of talking, he delivered a speech. I 
don't want to overstate this criticism, but there was 
something a bit contrived about it. What the format requires 
is a more conversational delivery -- not extemporaneous in 
fact -- but what appears to be an extemporaneous conver­
sation. I suggest you have WHCA run for you a couple of 
Alistair Cooke's introductions to "Upstairs, Downstairs". 
He uses precisely the same format and a well prepared text 
which he reads. But he delivers it conversationally, with 
pauses, while he seems to search for just the right word, 
and with different inflections and cadences. The President 
is obviously not Alistair Cooke, but he can "act out" his 
text in much the same way and convey an even more vivid 
impression of really talking directly to the viewer, rather 
than simply delivering a speech in a different format. This 
would capitalize upon the new format. I sent you, a week or 
so ago, a memorandum to me from Jeffrey O'Connell which 
described this technique for reading a speech but doing so 
in a manner which makes it sound and appear more spontan­
eous. Another copy is attached at Tab A. I urge you to 
review it and permit me to get O'Connell in to show you how 
it works. It would take about 45 minutes. 

C. The substance of the President's program was 
difficult to comprehend even for someone who knows something 
about it. Inevitably it left most viewers with a sense of 
confusion and uncertainty. This impression will be rein­
forced as the critics pick away at it. A series of brief 15 
minute speeches, using the same format, over the next few 
weeks could dispel some of the uncertainty and demonstrate 
further leadership by explaining what the problems are and 
how the President is dealing with them. For example, one 
of the most forceful parts of the speech was when the 
President addressed the mandatory spending laws now on 
the books which relentlessly drive up the Federal budget. A 
speech which explains the problem further -- how we got 
there and what the consequences are for the future unless 
action is taken -- could significantly contribute to better 
public understanding of the problem and acceptance of the 
moratorium on new Federal spending. The same is true for 
the energy program and the inflation problem. The President 
can simply explain what is going on to the American people 
in each of these areas. He can thereby demonstrate leader­
ship through his grasp of the issues and willingness to talk 
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straight to the American people and at the same time build 
support for his programs and assist the rebuilding of self­
confidence in the country as people better understand why we 
are having problems and what we are doing about them. The 
American people are angry about economic conditions, at 
least in part because they don't understand what has happened 
or why. There is a great opportunity for the President to 
rebuild credibility by calmly and clearly explaining the 
issues in a series of statements which neither talk down to 
the public nor suggest that we have pat answers but which 
explain the reasoning behind his decisions. This is a 
chance to educate people and elevate the debate which will 
ensue. It should not be missed or simply left with one 
speech which, however good, will be blurred by the ensuing 
criticism. 

Get O'Connell in Yes No See me 





MEMORANDUM 

TO: William N. Walker 
I 

-
DRAF1' 
CORFIDENTL\L 

FROH: Professor Jeffrey O'Connell, University of Illinois College of Law 

DATE: October 2, 1974 

RE: Effective Reading of Speecnes 

Start from the premise that any major political figure -- and especially 

the President: -- must often deliver set speeches from written texts. Host: 

of his speeches at crucial times on crucial subjects -- cannot be subject 

to the vagaries of impromptu remarks. In addition, even if such speeches 

could be subjected to the impromptu, a President must: speak on too great a 

variety of topics, under too many varying conditions, and under too many 

pressures of enervation, tc count on being "up" for any given important 

occasion. (And, of course, nothir~ is more taxing than thinking well d.nd 

articulating those thoughts well on one's feet in the hot gl.:1re of inpor-

tance, vhether alone before a 'fV cataara or in a crm;ded halL) 

Start too, hmvever, from the premise :hat any spoken word is spoken 

most effectively Phen it is i.."!lpromptu. 

\·Tny is tnis so? 

Because we rarely listen to the spoken word \vithout the irJ::::a:.liacy of 

impromptu speech. So when someone 11 reads'' "act' us, it is inherently artifi-

cial. Imagine -- other than in an auditorium -- the effect on us if so1neone 

began to read a request for help, an anecdote, or a joke. Imagine, too, even 

in c:.n auditorium, if actors "read" their lines, without carefully imitating 

the immediacy of conversation. We would walk out after a portion of the 

first act. 
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I recall the advice of a famous comedian to George Plimpton on Plimpton's 

television program where Plimpton took the role of a night-club comedian. 

In order for a story to get a laugh (which is another way of saying in order 

for e. story to get a genuine - 1 in this case, heightened -- response) "you 

must," he said to Plimpton, "make it sound newly born-- even if you have 

told it five hundred times before. 11 Theatrical director ivilliam Gillette 

used to refer to the essential quality of creating 11 the illusion of the first 

time." 

And no one can read anything and make it sound newly born, \<ithout 

very consciously altering his reading, because, by definition, anything that , 

is reed is ~newly born. 

Anything that is read -- without adjusting to imitate the immediacy of 

impr.omptl.i speech -- is flattened out in pace, inflection, volume, pitch, etc. 

Even when these are varied, as an excellent reader will do, the variations 

thus achieved tend to be too uniform and sonorous. (Note that not only is 

the voice -- in all its quality -- too uniform in the 11 read11 speech, but 

so is the eye contact and facial expression. lfuen we "talk11 our eye wanders, 

our face changes e~pression; we sigh; we smile; we frown; we raise -- we 

lower -- our eyebrows. Very rarely does anyone reading -- even reading well 

do these things. A teleprompter, for instance, can cause a "reader" to look 

intently and only at the camera. But if anyone were to look intently -- and 

only -- at one of us in speaking to us, we would be rather uncomfortable. 

Test yourself as to how long you keep looking at your listener in any conversa-

tion before you switch your gaze while, for example, you ponder a word or 

thought.) 

But just as the "read" speech is too fraught with perfection and evenness, 

so the ~~promptu speech is often too fraught with imperfection and unevenness. 
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Impromptu speech by even the best speaker is too often filled with vocal 

pauses, ungrammatical construction, stumbling over words, not to speak 

of outright mistakes in substance in wnat the speaker meant to say --

especially Yhen the speaker is tired or preoccupied. 

I 
Is there any way to marry the spontaneity of impromptu speech vlith the 

haven of a carefully crafted text? 

Of course there is. Actors do it all the time. They have read the 

speech to deati1: Actually they have, of course, gone one step further 

in that they have memorized it. And yet they make it sound 11newly born11 

every time -- even the ti10usandth time -- they "read" it. How? They very 

consciously imitate the patterns of impromptu speech, with some -- but 

controlled ~- imperfections. 

How can a political leader learn to do the same, on the many occasions 

\lhen he thinks it best to speak from a Hr:i.ttcn text? 

In introducing someone to the technique of able oral reading, I use 

the follO\dng procedure: 

First, the speaker is asked to read aloud, in his normal way of reading, 

two or three paragraphs from a speech prepared by or for him. This is recorded 

and innnediately played back. Almost any speaker -- no matter ho\-7 well he 

reads -- instantly perceives ho~ relatively flat and artificial he sounds. 

Next, the speaker is asked to read over to himself the same few para-

graphs tnree or four times whereupon the manuscript is taken from. He is 

then asked to recite -- impro~ptu -- the same no\~ familiar but not memorized 

paragraphs. This forces him to speak the words -- or a paraphrase of them 

thinking them anew. This too is immediately played back and the speaker 

immediately senses how much more alive and vibrant are his remarks when 

spoken impromptu and not read. But he will also sense he cannot ~ to 
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speak the whole speech impromptu; he will also sense that his own natural 

speech idiosyncracies -- his own short hesitancies, repetition of phrases, 

changes of inflection, speed, volume and tone -- while adding immeasurably 

to the vibrancy of his present:'ation, may be too imperfect. (He may, for 

example as suggested above, have paused ~ long while he forgot a phrase 

or even have become inadvertantly ungrammatical. etc.) 

Next, having obtained the feeling and flavor of saying the words with 

the uneven --· but somewhat controlled -- spontaneity of 'nmv born' impromptu 

words, the flpeaker is asked to recite them a third time this time by rea~.Ung 

them, but building into the reading some slight vocal pauses, hesitancies, 

changes of pitchr pace and volume which characterize his spontaneously 

uttered words. 

Note that this procedure is simply my way of introducing the speaker 

to the concept of effective oral reading. I ha•;e found in extensive exp.-,ri·­

ence \-lorking with lawyers, law students, and others that in about three­

fourths of an hour almost everyone sees the value of these techniques and 

makes marked improvement. Although there are many subtleties I work on 

beyond thls initial session with some speakers, the breakthrough -- almr•ctt 

as in learning to swim or ride a bike is sudden and dramatic after one 

session, leaving time for almost endless improvement as the techniques are 

perfected. 

Keep in mind that what one is always trying to do is build the speaker's 

own natural way of saying the words back into the artificial process of 

repeating words long planned. Just as the good speech writer will try to 

catch the cadence of the speaker's own style, so the speech reader himself 

must try to catch the cadence of his own impromptu speech pattern --
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including even, and indeed especially, his own informal mannerisms, including 

his O\VU hesitations, variations in speed, etc. (In some respects, it might 

b~ noted, the speech reader's task is much easier than the actor's: He 

doesn't have to memorize the lines and he doesn't have to pretend to be 

someone else.) 

One especial value of the infusion of (simulated) spontaneity into 

one's reading would be variations in pace. Perhaps the principal problem 

with most reading of speeches is that the reading pace tends to be uniformly· 

slow. Now, being slo\l is better than being too fast, but a_n~ unrelieved 

pace is disconcerting. Perhaps the principal reason that any good speaker 

is so much more arresting Hhen he is speaking impromptu is that: he uncon-

sciously varies his pace between faster and slo,Jer paces~ going faster \{hen 

he gets a rudl. of thoughts or slower wh~n he is reaching for \Wrds. Botl: 

paces then become effective. The gooc~ 'reader; should v:rry his pac~ the 

same way uhco. he reads. 

There are other techniques beside change of pace for the speaker to use 

in investing reading with spontaneity. For example, despite the strange 

contrast, the speaker must learn to be careful to be careless: He must be 

careful to be careless in.adopting his ordina~y patterns of speech: as one 

stnall, but crucial, example, he must often speak in contractions. In normal 

talk, we do not say "cannot", as opposed to "can't", "it is" as opposed to 

"it's", "that is" as opposed to "that's." Only very rarely and only when 

he is very carefully emphasizing a point, does anyone of us in normal talk 

avoid contractions (~·£·, "That • • • is ••• evil.") And yet in listening 

to tapes of almost any speaker when he is reading from a text, he often does 

not make the normal contractions which make speech sound natural. For 

example, one hears.hL'"D say "that is why ••• " instead of "that's why"; 



-
-6-

11! do n.ct intend ••• 11 instead of "I don't intend •• II . ' as just two 

exampl~s. Not to contract those phrases is to make the speaker sound 

needlessly stilted, formal, and even ponderous. In this respect the manner 

in which the reading text is prepared can be of great help. 

We inc1.·easingly live in an age of verbal - not writ ten communica-

tion. And just as any person with intellectual tastes takes great pains with 

his writing, so he should take great pains to communicate effectively when 

he speaks from his writing. And the fascinating thing -- and the great 

potentially personalizing thing about speaking -- is that, unlike much 

writing, speaking can't be delegated. Maybe, in part, that's why ln an 

impersonal machine age •·:e are turning so often to what wouJ d L~E-~-n to l..w 

inefficient verbal communication. J~ook at it this way: Ori.ginally com-

munication was dominated, of cour::;e, by the spoken sound -- evolvine into 

the spoken vmrd; and the spoken word \1'as replact:.d by the wr:l.tten \•lord only 

because, especially ;.lith the printing press 5 the l<:ritteu word could be so 

proliferated -- albeit at the price of much personal communication. All 

that has -- only recently -- changed with means of broadcasting the spoken 

word. And isn't the incredibly pervasive <~.nd profound impact of television 

even yet only sensed -- eXplained by the fact that for the first time we can 

have both the personalization of speech -- visually and orally -- along with 

its proliferation? Given that fact it becomes really rather insane to 

depersonalize speech all over again by manifest!;: "reading" it through ~-

ten words. 

Almost no one in public life has seen the real implications of all this. 

No political figure I know of has seen the opening that combining the imme-

diacy of impromptu speech with a written text gives to convey warmth, interest 

and excitement. (Indeed very few television performers such as Cronkhite or 
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Reasoner, etc., read very well. The best is Alistair Cooke -- he'd be 

wurth your looking at on one of his TV stints aa host for the ~-Iasterpiece 

'fhea::re on Public TV to test \lhat I am asserting. He 'reads 9 so well you 

don't think he's reading-- \-lhich is the whole idea-- but he is!) Read-

ing aloud vell will take a little time, but it will make "reading" speeches 

infinitely more effective -- and infinitely more fun. It will take both the 

boredom and flatness ou.t of reading from a text, just as it takes the strain 

and risk out of speaking without a text. Another bonus from effective reading 

of speeches is that one is in a much better position to switch back and forth 

between the text and genuinely impromptu remarks, where the latter are 

appropriate and when a moment of inspiration hits. And such moment:.: of 

impromptu inspiration are much more likely to occur \.'hen one is in coutrol 

. of one r s audience (as one can rarely be. i.f one is laboriously read:i.JJ.g ":ithout 

s1.m.ulatlng spontaneity) and t¥hen one is confident of having the haven of a 

text to unobtrusively turn back to 

Note that learning to give a speech that doesn't sound like a prepared 

speech is enormously important in an age when so many people -- including, 

but not limited to, the young -- are turned off by the smoothness and 

orotundity of politicians-- especially when they are "speechifying. 11 

I would emphasize there is nothina the President will do likely to 

return bigger immediate dividends than thus focusing on the reading of 

speeches. I should also emphasize that focusing on his style of reading 

speeches will return great dividends, too, in that improvement will greatly 

feed on itself to make constantly for more and more improvement, and con­

comitantly, less and less time needed to prepare the delivery of a speech, 
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although an irreducible minimum of time should alwax_s be spent by the 

Presi.dent practicing the delivery of major speeches or talks and possibly 

later monitoring the effectiveness of their delivery on all, or at least 

sel~ctcd, occasions. 

I • That way, the President wl.ll be less and less dependent on a good 

auditorium, a good audience or a great speech. !'tore and more he will be 

in a position to capture an audience-- instead of, as so many speakers 

are reduced to doing, responding to it -- on any occasion. This will mean, 

toot much greater effectiveness when there is no audience. as where one 

is speaking from one's office on TV, and the need to be realistically con-

versational in tone is often all the mora essential. (Incidentally, it 

is a speaker's prepared speeches -- \vith their carefully crafted attention-

gett5.ng remarks -- that are likely to e.xcitc TV clips. If, in turn, these 

remarks are 11 spokeu11 or 11 read" well t with -v:arnth) elan and spontan{:::U:y t :it 

is ~~11 the more likely that TV statlons and networks devote greater time 

to thera.) 

What I have just mentioned are the main but only a few -~ of the 

techniques that are possible in effectively reading from a manuscript. But 

perhaps my thoughts give an indication of where one could go from here. 
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l1R. NESSEN: You have all your fcict sheets, and we 
are going to have an explanation in detail and questions and 
answers with Bill Seidman, who is Assistant to the President 
for Economic Affairs and the Executive Director of the Economic 
Policy Board, and Frank Zar:b, who is the Administrator of 
the Federal Energy Ad~inistration and the Executive Director ' 
of the Energy Resources Council. 

In addition, we have Eric Zausner, who is the 
Deputy to Frank Zarb. We have Fred Hickman, an Assistant 
Secretary of the Treasury, and Mike Duvall from the 
Domestic Council and Roger Porter, who is one of Bill Seidman's 
assistants. 

Just to go over what you should have in your hand, 
you should have a fact sheet which contains information on 
both the energy and the economic program. You should have a 
set of questions and answers relating to energy. You should 
have a set of charts relating to energy, and you should have 
the President's State of the Union Message. 

Ifthere was some slight delay this morning in 
getting all this stuff out, it is because our mimeograph 
machines and staplers and collators were pressed to their 
maximum limit. 

The message you have will be delivered to Congress 
as a written message, and from that written message, the 
President will dr~w excerpts for his speech. At this moment, 
I csm 't give you- precisely how much of that message will be 
given ;in the speech. In fact, we may not have an advance 
text, so we will give you an as d~l ivered tx:anscript as fast 
as possible. 

MORE 
(Cl'ER) 
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I guess that is enough introduction. 

Q Ron, one question. Why isn't the President's 
chief economic spokesman briefing? 

MR. NESSEN: Secretary Simon is involved in the 
meeting, which you know about, in Washington, of the 
International Monetary Fund, the Finance Ministers of the 
10 countries. He is involved in that. 

Q They are not going to b,e meeting this morning, 
though, are they? 

MR. NESSEN: He ~as been having some informal 
meetings at various times with them. 

Also, Alan Greenspan will be here as soon as he 
shaves, showers and gets down here. He overslept a little 
this morning. (Laughter.) 

I think we will start with energy andFrank Zarb. 

MR. ZARB: Good morning. 

I think it would be most useful if we spend a 
m1n1mum of ti1ne on the gospel according to the pr~ss packet, 
since you have all that material to read, and a maximum of 
time anS\Ii\?.ring your questions,' so I will move quickly with 
an overv:Lew and. if you agree. and Ron, we will move to Bill 
Seidman .-:;.:;,d then bo'th of us· can handle quest ions. Does 
that make the most sense? Our areas are tied together and 
much of what we h~ve to s~y,has linkage between them • 

. ·":. 

In'the 19$0s' this Nation lost its energy 
independence~ We now import some 40 percent of our total 
cor.sumpticn. If we do nothing by 1985, that consumption will 
be in excess of SO percent. 

The seriousness of the situation, perhaps, can 
best be dr:;monstrated in dollars. In 197 ,J, our impcrt bill 
was about $3 Llllion. ·In 1974, ii is so~ewhat'under $25 
billion. In :_~85, with a $4 break.ih price, if you want to 
be r:'!iti:m.:.rstic, it will be $32 billion. I think the 
significance o~ that in balance of payments and prices to 
consumers speaks for itself. 

The President's energy plan will seek to achieve 
some fundamental results. It will return the American 
economy to the American people. Right now, the American 
economy, with the insecurity of a potential embargo, is 
not really under the control o{'the American people. It 
will bring back to America a material influence in petroleum 
price markets and over the long term bring to bear a more 
reasonable price level. 

MORE 
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The plan gets uf freedom in 198S and attempts to 
minimize the risks while.we.get t:Qere: .':rh~I.'~.is.no easy way 
to regain our independence, and I)(). matter wl:l.at aiternq.tive 
we follow in terms of 'strategy, t11ere ;s 'a· prlce to be paid. 
In this·instanbe, as in any.other instance t;bat might have 
been selected, the American people are called upon to make 
a sacrifice. 

The price that we pay now is ·not as gr~at ~s the 
price that we will continue to pay if.we don't take a.ction· 
now. Every family and every business-in tliis Nation depends 
upon energy _for survival, and if. '""e don t t have be.tter control 
over source and ·over price, that ·sur'viv~l · is .somewhat at 
stake. 

~ WOI'd on process~ •, The p~~s.ident began by asking 
for his alternatives or opt,ions with ·respect. 'to the Nation's 
goals. After a· thoro'ugh 'analysis of what those options 
might be, he selected 1:he 3oal. of ~ecoming independent or 
invulnerable to foreign cutoffs by ig'as. Having made thc;it 
decision, the next set of· a-lternatives went to what actions 
are available to the Presiden·t beginning riow to get us to 
that point by 19a5. Having Jnade those decisions, the next 
subset was a question of strategy, what .strategy ~hould 
be implemented. 

His program is set out' in three parts what we do 
between now and the end of ·1977 •· .. He has established a goal, 
and means to attain it; of one million barrels .in consumption 
savings or import savings by' 'the end of 197 5 and two million 
barrels by the end of 1977. 

To do that, he is asking the Cong~ess for a tax 
package which includes the follow~ng: a $2 tax on crude 
imports, a $2 excise tax on domestic crude and excise tax on 
natural gas, dec.ontrol of old oil, domestic 'pil, and decon-
trol of n~w natural gas. · 

On the supply side of the equation, between now and 
1977, we have mighty few alternatives. Elk Hills in 
California -- and he will ·plirsue f~gislation to }lave that 
freed for the' comme_rcial mar~et -- will produce approximately 
160,000 barrels a day. Coai·conversion, if we get the 
environmental amendments we are asking for, will. produce a 
potential·lOO,OOO barrel:s a :gay. The I'emaiQder must. be 
·acHieved througl'\ conservation. 

' ' 

I would like to just spend a minute on the 
alternatives to the tax method of achieving the goals of 
two million barrels by the end of 1977. The President asked 
for and received a thorough review of the other options at 
his disposal. They included an import restriction, one 
that would happen abruptly or one that would happen 
gradually, with the shortage to be allocated throughout 
the economy by the Federal Government. They included the 
potential of a full rationing system that would attain the 
same goals, and they included the economic method which 
allows the economy to take out of the energy stream on a 
more free and selective basis. 

MORE 
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His conclusion was that the freer and economic 

method served both our 'short-term and our long-term purposes 
better and that the inequities in the other systems,were 
just unacceptable. 

To get started immediately before the Congress 
enacts the full package, the President will put an additional 
$1 import fee on foreign crude beginning February 1st, an 
additional $2 that·' is one plus one -- March 1st, and 
$3 April 1st. He is taking steps to decontrol old oil about 
April 1st and asked the Congress to enact a windfall profits 
tax package by that date. 

Over the short term, we will step up our public 
education program by fivefold of its current level of efforts 
in an effort to get further voluntary conservation. 

Between !977 and 1985, the President has set out 
a number of actions which will have us become invulnerable 
to serious disruptions by embargo. I don't mean that to 
sound like we are weaseling the ultimate goal. In your 
press package, we have a chart showing where we mean to be 
by what point in time through what actions. He is 'asking 
for authority to tap the Naval Reserve in Alaska, which in 
our view can bring to the civilian economy two million 
barrels a day by 19.85. He will pursue th~ outer continental 
shelf and take whatever steps necessary to overcome the 
obstacles that face us in that area. 

The question of price uncertainty during the process 
of these deliberations this question had to be asked --
as this Nation sets its plan for independence and begins to 
set in motion various actions. that need to be set in motion 
to accomplish it, what happens if by 1979 the supplying. 
nations say to themselves, these guys are doing t~o we~l 
and the thing to do is to flood the world market with cheap 
oil. 

Question: If that should occur in 1978 or 1979,. 
what would be the United States'reaction? Would we allow our 
economy to go back on a heavy import stream? 

The President has decided to submit legislation which 
will authorize and require the President of the United States 
to set domestic price limits to protect the Project 
Independence plan. 

MORE 
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The Clean Air Act amendments, you are probably 
all familiar with. The only difference between those 
that you perhaps have seen before, or the major difference, 
is that in this Russell Train and I will jointly endorse 
the same package in total. 

We have spent the necessary time together, and,, 
I should add that both of us moved somewhat toward the 
other to reach the agreements that we have reached. 

In my view, the compromise agreements will not 
sacrifice our energy plan, anQ. I am sure he will tell 
that in his view they do not sacrifice our environmental 
goals. 

1be President will resubmit strip mining legis­
lation with some important, but few, changes. We will 
be doing some work in coal leasing, and there is some 
information in your packet with respect to that .• 

Electric utilities, a key constraint to th~ 
developments of power, particularly in the nuclear area, 
relates to the health of electric utilities. The 
President· w.ill propose in his economic package an investment 
tax credit increase for all of industrial America. That 
increase will be extended two years specifically for 
non-oil fired electric generation equipment. 

The preferred stock dividend plan that the 
President is proposing in his economic package will 
obviously have some effect on utilities. 

The President will submit legislation which 
will require State utility commissions to pass through 
certain costs that in some instances are not now being 
passed through. We can get into that during the 
question and answer period, .but this passthrough mechanism 
is critical to the h~alth and viability of some of·the 
utilities around the country. 

Nuclear power .. The President will submit 
legislation that will not only affect the licensing aspects 
as we had in the last session, but there will also be 
siting legislation, which will hasten the siting 
decisions at the State level. 

Conservation. Based upon a modified and also 
delayed set of environmental emission standards, we will 
have a 40 percent increase in mileage of new automobiles 
by the 1980 model cars. Negotiations were held with the 
big three by the Secretary of Transportation after long 
discussions with the EPA. 

MORE 
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· The nature of that agreement is an environmental 
standard which accepts the California current. standards 
with 3.1 ·nox, for those of you.who have been following 
that category of thing. It is a little n:io~e stringent 
than the current standards, but not as severe as the 
planned standards. 

Building thermal standards. The President 
will propose legislation which will require adjustments 
to housing codes all over the Nation. These changes 
will affect the thermal standards only, heatingand 
cooling, within building codes in all parts of the 
country. I should point out the legislation will include 
a provision whereby builders, architects and labor will 
be consulted before those standards are actually promulgated. 

Therewill be a 15 percent tax credit for 
home owners up to two-family homes for insulation type of 
equipment, insulation, storm windows and one or two 
other similar types of equipment.· 

For those who cannot afford to pay even the 15 
percent, there will be a low·incoine program following'the 
main model whereby the Federal Government, funding it at 
$55 million a year, will buy the·equipment and volunteers 
will see that it is installed. 

The appliance efficiency area will be approached 
exactly the same way we did the automobile industry. The 
President has set a target of 20 percent savings in 
appliances between now and 1980. 

The Energy Resources Council will seek to obtain 
from the appliance manufacturers an agreement that can be 
monitored by the public on an ongoing basis to assure 
that that 20 percent is achieved. If we are unsuccessful 
in that endeavor, thenthe President will ask for 
legislation. 

On a standby basis, the President will ask 
for authority to set up 'an emergency storage program that 
will be 1 billion 300 million barrels of oil. The 300 
million barrels of oil will be set as'ide for the military, · · 
and the one billion will be available to the civilian 
sector in the event of another embargo. 

Stand~y authorities will also include rationing, 
a broader range of energy conservation steps as well as 
allocation on a continuing basis, materials allocation, 
and a few other things which I think you might pick 
up in reading the packet. 

MORE 
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On the synthetic fuels area and over the 
iLonger term, 1985 .and beyond, the President.l\as set 
out a program whereby by the late 1980s we can again 
become an exporter in the energy business. His 
synthetic f\,lels pJ;>ogram calls. for a one million barrels 
per day ill. the commercial market of synthetic fuels by 
1985. 

The energy research and development program, 
which is now funded at $11 billion over a five-year period, 
will be maintained and increased as necessary to ensure 
that he meets his post-1985 goals. 

I think I have covered energy, Ron. 

·MR. SEIDMAN: Good morning. 

I am sorry that Bill Simon can't be here, and I 
am sure that he would do a better job, but I am really 
here at the request of Joe Garragiola. I made a remark 
some time ago that I wasn't appearing on television 
because I thought bald headed guys didn't look too good, 
and he wrote me on behalf of himself, Yul srynner, Telly 
Savalas, and Mel Laird, .saying they would march on the 
White House unless I reappeared. (Laughter) 

I won't go through the whole economic program. 
I would just like to take a co~ple of minutes and talk 
about theory or philosophy, and then we can get right 
to the questions. 

As you know, as far as the economic program 
is concerned, there.are basically two tax programs. I 
would like to make sure we distinguish those. 

First, there is the one-year, temporary tax cut, 
which is based on 1974 income, which means that it can be 
done most.rapidly, $16 billion, it is a straight 12 
percent up t9 a maximum of $1000. 

Our hope is that that money will get back into 
the spending stream fast and that that will help to 
produce jobs and start turning the economy around. 

The other part is what I would consider a 
fortunate marriage for making an opportunity out of 
adversity, and that is the fact we need energy taxes to 
cut down on our use of petroleum and at the same time 
we need to correct the malfunctionings of a tax system 
which have been caused by the inflation. 

MORE 
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As you all know, the inflation tends to push 
people up into higher tax brackets without giving them 
a more real income. The basic .;tpproach in the tax 
refunds, or change's f' have be~h to change th~ brackets. for 
individual taxpayers, partipu;t.arly up to $15,000, ·to . 
take care of that~ and. ~n _th~: same way. toil th_ corpora,tions. 

Corporations also,'· because~ of· iriflati,on, over­
state their profits and,·therefore, pay h.ighertaxes 
than the amounts that they earn in real terms and, there­
fore, the change in the corporate rate. . . 

'In addi.tionto that, there are for th~·people 
who do not pay taxes «in allowance, which is an· · · 
attempt to aid them both with' inflation problems and 
increased fuel costs. 

I think it is very important, in looking at 
this package in the tax area~"those two kinds of things, 
that the difference in the two p~ckages ~e very clear. 

· The second package does a Dla.j.or job of. trying . 
to change the tax structure to. take care.of the problems 
that have been·caused.by inflation. The first is designed 
for fast, as quick as possible, and on the same progressi-· 
vities as·the taxes that were actually _paid to get the 
money back into the spending stream. 

There are a good many other things in the fact 
sheets. I won't gd irtto thos~ now because I think we 
ought to go to· the quest'ions. 

Q Mr. Seidman, in the President's State of 
the Union, he says some p~ople question the Gov~rnment's 
ability to make hard decisions and stick with them. C~n 
you tell us·what took place in the economy and why the 
President has rather drastically sh'ifted his economic 
plan from the 31-point plan he announced a few weeks ago? 

·MR. SEIDMAN: First, I think there has been a. 
change in emphasis. ·A great part of the October 8 
speech is still a part of the plari, and there are ·a 
great many things in there that need to be done that 
will·t1e helpful ~to our economy. 

I think it is obvious that 1he ·economy has gone 
downhill faster, as far as I can remember, than anybody 
predicted when we· were at the sWruni t confe.renc~. · 

• - ' ' ' < ~ i ' • ' 

·I think the most vital thing ,in ~setting economic · 
policy is to b~ iri touch with whc:it 'is really going on and 
design your pl:logram to 'meet the 'act'ual facts as ,they are. 

MORE 
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Q Mr. Seidman, how much money would you start 
taking out of the economy with the $1 to $3 imposition 
on the foreign crude'? What is that, on an annual basis? 

MR. SEIDMAN: About $450 million over the 
three months that it is in before the new programs hope­
fully will be.enacted. 

. Q · Say'. Congress doesn't approve it. How 
muc~ wi+l it ~ake in a year? 

MR~,ZARB: Well, $4$0 a month times twelve. 
" -i 

MR. SEIDMAN: It is $450 a month at $3. 

Q Why is the tax on barrels $2 for domestic 
and imp9rted~srude rather than changing --

,-t. ~ ' 

MR. SEIDi1.AfH You better stand up here, Frank, 
so you can get sour half of the questions. 

MR. ZARB: What was the question? 

Q Why the same tax on barrels for both 
imported and domestic? 

MR. ZARB: There was a notion to go the other. 
way, and in my briefings on the Hill that has been 
raised with me. I think we ought to talk about it during 
our Congressional testimony, the notion being we would 
favor domestic production more if we had a higher tariff 
on stuff coming in externally rather than domestic 
stuff. 

The fact is that given'our current predicament 
and between now and 1985 we are going to be consuming 
everything we can produce domestically plus, and there 
is an·awful lot of incentive to get us there. 

Q Mr. Zarb, on the petroleum business, you 
said two things, it seems to me. One is the President's 
proposal or program to raise the cost of oil and al·so 
how we will offset this proposal in tax cuts to put 
money back in 'the economy. · 

Both of these measures are inflationary. Why 
didn't he just ration petroleum? 

MR. ZARB: You really asked two questions. 
I am not sure about your conclusions. Did you say 
inflation~ry or d~flationary? 

MORE 
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Q I said inflationary; 

MR. ZARB: Taking·it out is not inflationary; that 
is deflationary. Putting it back is inflationary. 

The first question you raise, I think by impllca-· 
tion anyway, if you take it out and put ·it back,· you·are 
getting your savings. You haye to conclude as the people 
who have worked·on this program, particularly the economic 
side have concluded, that you change the center of gravity 
of spending when you take it out in the way of higher taxes 
by higher product taxes and return it through the tax 
mechanism that has been constructed by the Treasury 
people. 

Keep in mind what Bill has said and what is in 
the package: The money coming out of the economy amounts 
to about $30 billion. When it goes back.to the economy, 
particularly to the individ~al sector, the emphasis is 
on restructuring the tax table, particularly favoring 
middle and lower income people and adjusting for some of 
the inflationary distortions that have come over the years. 

So, the conclusion that you are taking it with 
one hand and giving it back with the other and therefore, energy 
will continue to rise, I don't thin~ is a valid one and it 
doesn't hold up. 

Secondly, the President has. said he ·will use his 
import control authorities to stand behind this program 
to assure that it works. 

Finally, the question of rationing. I would.like 
you just to i~agine with me, as I have, getting deep into 
the conceptualization of the rationing schemes, what this 
Nation would look like with a s.:. to 10-ye.ar rationing 
program. It wouldn't stimulate additional production. It 
would make the Government make decisions with respect to every 
home and with respect to every business and just some 
examples which I read about this mornfng -- and I think they 
are good ones -- when you moved your home .from one area to 
another you can imagine the red tape a homeowner would have 
to go through to reacquire his Government allocation or. 
if a new business wanted to get started what it would have 
to do .to petition the Government for his .. share of the 
national allocation stamp program. · 

And finally, wqen you re~lly look at the downstream 
results of a rationing program, it is clear, at least to me; 
the way the machinery would work is that those that could 
afford to operate in the white or the black market 
would do pretty well and the people who would ultimately 
be hurt would be the poor people and the middle income 
class people. 
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Mr. Cowan? 
•• :'",f'' 

~ > •• • .. ~ 

Q. . Woul<{you tel.l·.us-~~~out· the price effect~ on 
fuels in .the President's pac;:kage apd in. particular, whether. 
the Federal· Energy Admini~trat~on ,will limit the pass­
through on some fuels and steer it into others? 

. . ~ . ,. . ' ' ~: .. 
MR. ZARB :. . The question was; ;t:he pr:~.ce e~fects 

and I will give you 'those in maci;'oterJ!lS and tomprrow E~ic 
Zausn~r and others wil~ hc:ive a more detailed· briefing izito 
a lot of the rl1ecbanics. 

The price effects are an.~averagEl! of ten cents per 
· gallon and, as you know, the: industry i~?~)permi tted to pass 
through.to the conaumer'only what is an increase in cost. 

mandate a 
decided. 

Your second quest·ion as to whether or not we will 
variation product-by-product has not yet been 
We are examining those alternatives. 

Q The price effect is ten 'cents a gallon. 
Does that include the effect of the new taxes o.r is that 
just the decontrol? 

MR. ZARB: No, that is decontrol, the tariff and 
the excise tax. It is a.n averagE!, acros.s the board. 

Q What about the price import on natural gas 
of decontrol plus the excise tax? ·What would this be? 

MR. ZARB: · The price could be different in intr.a­
state and interstate. The gas that has beC::m moving ·within 
State boundaries is quite. high and the· variation there would 
probably be very minimal. In intrastate, it would be rather 
significant and I would point this out on that question -­
right now,· today, we· are· getting a lot of mail from people, 
individuals and businesses that have had to put people 
out of·work because of a curtailment of natural gas. If 
there is any area we need to take steps to affect conser­
vation and promote further production; if there is any 
priority at"ea r1ghtnow, i1: is natural gas. 

~ ' < 

Q Mr. Zarb, in your fact sheet, you have a base 
that you have a 31 cent interstate natural gas price in 
1974, 35 cents in 1975. It was my impression the Federal 
Power Commission increased that price from 42 cents to 
50 cents. Where did you get these figures? 

MR. ZARB: The answer is that those numbers do 
come out correct when you look .at average price and equate 
the low price of intrastate with that of interstate, or 
the other way around. Yes, the other way around, and when 
you average it out that is the way it comes out. We will 
look at those numbers, but my people ~who put them together 
say they are accurate on an average basis. 
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. . . Q _, • Wi tl'lout . going through the, merits of the over-
all . energy · pack~ge, I am.· s~re ·you will agree, fii'~t, -that 
it is qui't:e cqntroversial; and second, that it is ~-by flO 
means assured a favorable reception withthe Congress. 

. . So, my question. is,· can the administrative 
act~ons end of. it stand alone in the absence of Congressional 
co~peration or appr9yal·of the remaining prqposals, or do 
you have to .rethink the entire thing ~f Congress doesn't 
react the way you want it to? 

MR. ~B: I think that._;s -~ Clwfully gqod q~est:i.on. 
You say. it is, controversial •. ,I ~~yen't heard a fully inte- · 
grated plan from anyone, first, to replace this one on a 
point.-Qy-point .ba~:ds,. so I would have to ,loo~ at the 
al ter1;1ati ves. 1 .... 

Even at that, I think the others, if one were 
produce:d ~'.i-t would be, as you ._call it, c.ontroversial. 

I think, no, the ability for this Nation. :to. 
solve its energy problem -- and honestly and sincerely 
becoJI~;e independent -~ by setting out specific .. courses of 
action now .with eaqh a_ction llavi'ng' its own val.ue in. _bar~els 
so we know we are-getting there and the public knows we are 
gett~ng there, that without the Congress working with the 
Executive, it just. can't be ~one •. · .. . . 

,. From an energy standpoint, it is my" hope we 
achieve. one ma~()r .J:h:in& and afte{' the Congres~. ·l)a,~ an oppor­
tunity to look''arid .~~. h~ve a~ opp_ortuni ty to talk and they 
h~ve an oppo~tunity ;to submit a~ternp.tives, that we can 
say __ to the American people t~at this Government has a 
national energy program and. I hope that happens_ mighty quick• 

· .Q Who was the. unidentified "I" . in the c;>:utline 
of que_~tions and answers.? 

MR. ZARB: It is·'·'a •,fellow called Jic;:trvey and he 
works in our Public Affairs. :DeJ?artment. (Laughter) 

• l 

\ I''ct6n•t know •.. It :j.s just kind of an editorial 
goof, t &\less •. 

' . , 
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Q Mr. Zarb, what are the unacceptable or 

intolerable inequities that you referred to as the reason 
for rejecting the alternative of restricting imports? 

MR. ZARB: You restrict impo!"tS ·.as an option, 
which is an option. You then have a subset of options. 
Do you restrict it effective immediately one.million barrels 
a day and allocate t_he shortage, or do you do i:t gradually? 
Each one of those has its own set of effect·s. J.,et} s dispose 
of the first, first. 

If you did the first without the econ,oJl,ly making 
its own selections as to how it was going to take it out of 
the consumption stream, you would affect our: .Grq,ea National 
Product by about $20 billion and put 400,000 people out of 
work .. If you did it gradually, you get the anticipatory 
action of what is going to happen next month .with respect 
to the Government screwing down on imports, but the most 
significant question is, "Who makes the decisions as to who 
gets what after you create the shortage?" 

If you conclude that the Governm~nt and an expanded 
bureaucracy -- which would be mine -- would be able to go 
out and make those decisions on behalf of American industry 
anc~ the American homeowners, that that would be better than 
the economy making its own decisions, then you would favor. 
that kind of routine. 

I would only remind you to look back at the embargo 
period and, while we had an awful lot of good people working 
awfully hard to do a good job, we had some very major 
difficulties in making tho.se decisions on a basis that let 
the economy machine move as it should. 

Q Mr. Seidman, what research or evidence do you 
have that indicates that the American people, as they would 
get this tax rebate for next year, or would have a tax cut, 
would really go out and spend that money, or might they be 
so frightened by all these drastic actions that they might 
not put it back in the economy? 

MR. SEIDMAN: There is a good deal of research that 
has been done in this area, but no one can be sure. The 
general propensity to spend has been high in the past, and 
we would expect that when some of the uncertainties which 
are now around are out, including the ones in the energy 
area and the longer range package, which I have talked about, 
is in place, that is the expected result. 

: Again, we are talking about people and the way 
people will act. You never can be absolutely sure until 
the event is over. 

Incidentally, while I think of it, on the second 
page there is an error that says 600 billion where it should 
say 500 billion. We made a little mistake there. 
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. Q ' Second' ·page of what?-

··MR.· SEIDMA.Ni , Of the message_, I 8Jif sorry. 
', ,, 

Q: Mr~. Seidman, would you give us· your 
analysis of the ripple effect of.this sort of·p!'ice· 
increase• on, the American· ·economy? · 

MR. SEIDMAN: Did you get the $600 reduced 
to $500. That· is a typo. 

The question is? 

Q · · The ripple e'ffect 3 on the economy in terms 
of price increases and the impact on the inflation. 

MR. SEIDMAN: As you see, if you look in the 
briefing sheet, thereis an inflation impact statement 
there. The best calculation is that this will cause 
a one-time, approximately 2 percent increase in the cost 
of living. 

Q Mx< Seidman .:,._ can you explain to us _;_ Mr. 
Zarb said.that one of the·reasons you didn•t go to 
rationing was that rationing doesn't produce any 
additional supplies of energy. Can you explain h?w 

.decontrol of old oil produces more energy from the old 
oil 'fields? 

MR. SEIDMAN:· That is Mr. Zarb's area. 

MR. ZARB: The talk about decontrol and the 
windfall profits scheme--and we' ·have scree tax help here 
to help us both better understand how this aci~ually is 
going to function....:- but-decontrol lets. the old 
price go to the world 'Price. 

The windfall profits program has the to·ta1 
effect of the following: It takes back the first year 
everything that oil:companies would 1have earned by virtue 
of this program~ 

It also, incidentally, goes back into the 
base and takes back an additional ·ea billion, which we 
.calculate would have been in effect if the'Congress 
would have enacted our·bill last session. 

The program workea out by Ways and ·Means last 
year...; ... and I am.sure it will be followed again this 
year -- has a gradual elimination of windfall profits. 
It is a little complicated because then you get the 
depression question and the plowback question that they 
are ·de.bat ing-·. · ·.· · • 
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It has ·the net effect of allowing the oil 
price on an averag~ -- we now have o~e tier ~- on. an 

·average rising to ·a level that pepmits significant. 
exploration and development and aiso p~events a material, 
windfall profits to the:oil industry. 

Now, that kind of program, once yqu set .i-t: in 
place and ·the ·law·· is passed, those w~o are· re'spons.ibl:e for 
going out and developing these sources .have some degree 
of certainty as to what is going to and w,ha.t'prioes are 
likely to look like and theycontiriue their'movement. 

~ . . 

If you ration, 'you dampen demand down to some 
artificial level and keep it at that level and yo.u 
don't· have. the ·normal ·incentives that work beyond' -the . 
other problems we ·have with rat.ioning. 

Q ·· How does that ·applY to old· oil? 

MR. ZARB: I will get back to you. 

Q How much more will the average family be 
paying· i·n· fuel costs when this goes into eff~ct;.,. and ho~ . 
much of an increase will that·' be over what they are paying 
now? 

MR. ZARB: Including in our best estiJ.Ilate witl'\out 
conservation, t&day's consumption levels~ best' estimate~··-· 
including heating oil, utility bills, gasoline and direct 
petroleum or utility consumption, an average of 
$250 per family. · · 

I dislike using those numbers because when you 
use an average, you are talking about the family that 
is very wealthy and spend a lot of money, and the 
very poor. 

The calculation, for example, on the no tax­
payers -- those who do riot pay taxes ~- the calculation 
was that the increase to· them would be $1+4 per adult. 
Now, the program of return to the nontaxpayer family 
has been an $80 per adult return. 

· So, you can see wi-th no numbers thei'e was an 
attempt to. make them hold; ·plus some. When· you really 
get down into the calculations that we used'to get 
there, you. really have to talk to our people who are 
going to-have a technical briefing :tomorrow. 

Q Can you tell us, you spend $1000 on fuel 
now and you will spend an extra ·$250? 
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MR. ZARB: The average family spends $950 a 
year. That number is such a weigh't;:ed average.that 

Q I understand how the price incentive would work 
on new oil, but I do!l't underst~nd.how taking off the 
ceilings and letting the price go to the. worid level 
does anything for old oil. · 

MR.· ZARB: We are back on. the incentive with 
respect.to ole) oil and decontrol .. On new oil, it is 
already operative, but we are going to.take some of that 
back because it is.too operative. On old oil we are 
going to let the price go to.the new world market, and we 
are going to take a good chun~ of that back. 

The net effect will be to take everything back 
that the oil companies would have enjoyed in one year , 
the Ways and Means Committee, in their discussions last 
year and with the Administration assistance, developed a 
program which is a gradual phase-out of windfall profits 
so that the price of oil gets up to a reasonable level, 
including inflation and including rieeds for exploration. 

Q On that point, are they going to decontrol 
the old oil before they pass the windfall tax? 

MR. ZARB: The President plans at this moment 
to decontrol the old oil around April 1 and.he is 
asking the Congress to pass a windfall profits tax by that 
time. 

Q 
I am asking. 

Will he do it in any event? That is what 

MR. ZARB: I have told you what :t!he President 
has told me. 

Q What is the basis for assuming that the 
prices of uncontrolled domestic oil will reach world 
prices when your own figures show right now a $2.50 
difference betwE;!en uncontrolled domestic oil and the 
imports. 

MR. ZARB: The gap has been closing over the 
last several months. If you say it is $10.50, if you 
look at the last several.months, you can see the gap 
closing between the two. 

Q Why was th~re no proposal in the message 
for a tax on automobile horsepower? 
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HR. ZARB: That was one of the options we 
examined pretty thoroughly. I don't remember all the 
reasons wh.y we came to- this conclu.sion, but_ we did come 
to the conclusion it would become a revenue raiser and 
not have the desired effect •. 

That implies that those who can buy a big horse­
power car, if you put a reasonable tax on it, one that 
would not be unconstitutional and scandalous, it wouldn't 
make.that much difference. 

So, in the alternative, we preferred to .go_the 
way we have with the automobile companies, which says this: 
You show U$ a.plan to get a 40 percent reduction by 1980 
model cars, pr improvement on miles per gallon. If you 
don't do it, we· will ask for leg~slation to do it. 

We think now we have that plan, and we have 
their agreement, and we are working out a method where 
the Department of Transportation will be reporting 
every six months to the American people on progress. 

Q Will you elaborate on that agreement for 
us? What happens if Congress doesp't relax the Clean 
Air Act? Will that agreement thep:-b~ struck? 

HR. ZARB: I think in fairness, that is 
correct. The au"'!omobile companies looked at the auto 
emission requirements and so did EPA, and we all came to 
the same conclusion that it was a reasonable balance 
of things to effect the necessary savings. 
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Q TWA is saying the price of the passenger 
ticket will have to go up 21 percent. Does that fit into your 
calculations, and what does this do to the general idea of 
mass transportation? • 

. MR. ZARB: Well, mass transport at ion on · a local· 
and municipal basis has been somewhat taken into the .. 
calculations, and I will get back to your TWA·problem. 
I don't want to sidestep that. 

The general revenue sharing the President proposes 
will be. increased by $2. billion, .taking.' into consideration 
that communities have to run subways and buses andother 
calculable energy uses, so we are attempting to make that 
right·because·mass transportation is important to energy. 

The airlines are a particular area that we are 
looking at. Let me tell you why it is particular, It is a 
regulated industry, but that doesn't make it that much 
particular because during the embargo we did some things 
with regulated industries and it worked. 

The notion of·returning certain things to industry 
by virtue of tax credit and lowering the tax rate, which 
is occurring here by virtue of the energy program,and the 
stimulus pi'ogram,-is vei'y opei'ative · if you are making money. 
But if your coi'pOI'ation is not making money, you have a 
whole new subset of.problems. 

When you say 27 or 28·pei'cent, ·you al'e using a 
I'athei' high elasticity I'ate,·because when you use that numbei', 
you are saying because of this. inci'ease f·ewei' people are · 
going to buy,tickets and as a I'esult you are going to lose 
those I'evenues. We ai'e looking at the airline numbei's along 
with them and seeing whatnot. 

But let me say one moi'e thing on that question. 
If we had gone a different I'Oute, as some of out' friends 
here this moi'ning suggest that we might think about, including 
I'ationing, the thing we would be talking about this morning 
is who is going to get a 100 percent of requirements and who 
is going to get 90 percent of requirements and who is going 
to get 80 percent of requirements and the same kinds of 
industries would be in for that kind of a discussion. 

Q A question about the $30 billion figure you 
are using here as the cost of increasing energy prices. Does 
that include such things as the likely effect on air fares, 
the spillover of just the plane fuel oil costs? 
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_ ~R •. ZARB: The ques:tion is, "The residual increases 
by 'viptue of the $30 billion. increase in t~xes --" and I am 
going to have to be lass .than .. prec,ise on this answer, but 
keep in mii-td a couple of things. 'rhe oil industry is allowed 
to. pass ~h~ough only that ~uch which they incur in ·extra cost. 
There is no.markup on an excise tax·as some have implied. · 

Two, industry in total gets returned approximately 
$6 billion fr.om that $30 billion in other kinds of revenue 
improvement measures directly from the energy package, not 
including the stimulus package. Now, those kinds of 
activities will have an effect on pricing. So, to come to 
the automatic conclusion as some have that there is a geometric 
increase based on this first set of price increases is 
technically and otherwise incorrect, and we have to look at 
it from industry to industry. 

Q Mr. Zarb, can you give us some idea of what you 
anticipate the floor price would be which the President would 
have to protect synthetics and other types of fuels? 

MR. ZARB: The question is, "What type of floor 
price would we have to set to protect synthetics and other 
types of fuels?" 

I would answer that question by saying there are 
two numbers you would have to look at. When you look at the 
outer continental shelf, Alaska exploration and development and 
those kinds of near-term and realizable energy sources, you 
are probably looking at -- I am not saying he is going to 
set this floor price,because he hasn't decided to do it yet 
you are probably looking at about $7.70. 

If you are talking about shale and liquefaction and 
coal and coal gassification, if you are talking about solar 
or geothermal, then you are talking about a whole new set 
of measures, and you don't go with those disciplines using a 
floor price. Instead, you look at each individual development 
and determine whether the Government can help by way of some 
form of guarantee, perhaps, area by area, some form of 
subsidy, some form of stepped up research and development. 

So, the two categories, which some have called the 
exotics and what I consider the mainstream of the future, 
including OCS and Alaska oil, you just look at with a different 
set of numbers and come to different conclusions. 

Q I would like to ask a question concerning the 
possible recessionary effects of the energy plan. You ppoke 
of a loss of 400,000 jobs if import quotas were placed on 
the amount of oil coming in, and since the tariff is 
designed to limit the amount of foreign oil coming in, how 
do you prevent the same job loss effect? 
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MR. ZARB: The conclusions we reached on the job 
loss effect were· based -on an in:Unediate and a))rupt limitation 
starting tomorrow-of one million barrels a day less allowed 
into the country. Now; the benei'i t of the pi."'ogram that the: 
President will outline is a more gradual, freer and economic 
program for withdrawing it from the economy and you don't 
have the same effect. It is the abruptness of the change 
that causes the kind of effect it did. 

Somebody wants to talk to Bill Seirunan. 
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Q Mr. Seidman, the Congref::sional package 
announced earlier this week contains a variety of measures 

MR. SEIDT-Y.:.N: It is ·a Democrati·c: package. We have 
a fe•t~ people t:p the:r'e yet, you knm·l. 

Q -- it contains a variety of methods or 
proposals to stimulate the economy,·including low interest 
rates, allocation of credit, emergency housing programs. 
The President's program is entirely in: the tax·stimulus. 
How does he feel about these. other· measures? 

MR. SEIDMAN: I think an important part ofthe 
program, which I am sure you have seen, is the question of 
Federal spending. When you go to stimulation, there are 
two ways to· do it, obviously.· That is, for Government· to 
spend more or take in less in taxes. I haven't casted out 
that Democratic program yet, but I wish some of you would. 

It looks now like the deficits that we at:te looking 
at are $30 billion to $50 billion for the two years --
30 and 50 or 30 ·and 45 -- and thos~ ar~ very substantial 
by any measure. 

Adding any number of those kinds of programs that 
have been suggested, I think would clearly put the budgetary 
deficits at the kind we have not seen in this country and 
I think in the long-run, would have to be very inflationary. 

Saul? 

Q In the State of the Union and in the fact sheet 
you talk about high energy prices being passed through and 
being largely responsible for the recent inflation. Now, 
you are saying that the higher energy prices are not going to 
be passed through but by about two percent and the geometric 
progresses that others have sought are a mistake. What 
is the basis of that? 

MR. SEIDMAN: First, I don't believe the Message 
says oil prices are largely responsible for our inflation. They 
say they are a substantial factor in it. That is a different 
thing. 

I think if you read the Message as a whole, it says 
that pas~ budgetary deficits are a very substantial part of 
the reason for the inflation. Certainly the oil is. You 
have all seen the arguments among economists and there is 
no question but what this increase, though it is nowhere near 
as big as we have recently experienced, it will cause an 
increase in the cost of living. 

MORE 



- 22 -

Q Bu,t only by two percent. 

MR. SEIDMAN: That is right, by its direct pass­
through and roughly that two percent would be $25 billion. 

Q I have a question for both you and Mr. Zarb. 
In the. long-term energy package -- looking ahead -- why 
is; there nothing in . there that would.· increase the use of 
mass transit? And !·wondered .in the economic incentive 
proposals that you have. put together, why is there nothing 
in terms of specific economic incentives designed to help 
the most depressed industries instead of across-the-board 
incentives? 

.. 

MR. SEIDMAN.: First, we do have a. very s.ubstantial 
mass transit.progrqm, as you know, which thePresident 
signed last year • 

.... 

Secondly, you always get down to the question, 
if you are going to try to give the consumer more to spend, 
do you want to d-irect him where to sp~nd . it or·. do you want 
to allow him to exercise his. own judgment and will he .l:>e 
more likely to spend it if you make it so he gets it only 
if he buys a car or will he be more likely to spend it if 
you say, "Here is the money and you can buy whatever you 
want,. really.", 
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. · Q. , , . Bu.t. you are directing him on the basis of 
the- price· incentives? 

HR, • .SEIDMAN: We. ~e, b~cau.se for the l.:ongrun,. 
fuel and energy is one of the very finite resources· on ·. · 
this globe. Somehow or other we have to use less of it. 
It is a nas_ty business. We are used togoing.the other 
way. 

Neither way, whether you go the rationing way 
or the pricing method, is going to l:>e pleasan.t,- but you 
are allowing.the individual .the freedom-if you:go the 
price methqd. ~ . 

Q Why wouldn't a new ·Federal program to 
stimulate massively a depre.ssed housirl"g industry create 
more jobs, quicker, since that is the goal of your program, 
than this. t~x out when yoti.don't know' how peoplecare 
going to 'spend. ~heir ~oney? 

MR. SEIDMAN: Let's take a look ·at· some of the 
number$~ '!n the· first place, the only thing. that wi11·· 
really &~t- the J!la.Ssive housing industry going aga;in is 
lower interest rat;es. -. As you know, that is our longest 
term ptirchase and; therefore, interest· rates are,. the 
largest part of the purchase price. 

,Tl}ere is no way really to get that -·industry 
going without a fall in the long~term interest,rates. 
We have hat! what you might call pretty -massive housing 
subsidy plans~ over $20 billion .in the last .1:7 or 18 
months. 

This is a $16.billion tax.cut. That. industry is 
so large that, in terms of th.e kind of· numbers .YO\l. are 
talking about, it appeared.to us--and again giving the 
consumer his right to decide where he wants to use the· 
money--that that was the better way to go. 

Q There are no guarantees, as I. see your 
plan with the automobiles, that Congress is going to give 
auto industry_-- I guess this is for Mr. Zarb --Congress' 
is going to_give the auto industry-the extension on the 
emission requirements •. 

. What assurances. are there the auto industry is 
going to deliver and why not put nonperformance penalties 
into your arrangements with the auto industry? 

MR. ZARB: The original deal that was presented, 
or the original program (Laughter), the original program 
or the original deal was simply this: We asked the auto­
mobile companies to come to town. 
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We said we want a couple of things, we want 
your plan as to how you are going to get the 40 percent 
and thep we want to develop a monitoring program that would 
be made public on a continuing basis by the Department 
of Transportation so the Government can analyze what 
you are doing and assure the public that you are keeping 
your word. 

I am not implying that they wouldn't, but that 
was in comparison to a fiscal or other kind of penalty 
mechanism. 

I would say this, Ed: If this wdrks and we 
do get the kind of reductions that we seem to have 
agreement on, and we do it in this way, that seems to 
be more like the American way than the old two by four. 

Q If it doesn't work? 

MR. ZARB: The President has already said if it 
doesn't work he is going to ask for legislation. 

Q How much basis is there for your belief 
that we are going to get a million barrel a day decrease 
in imports at the end of the year through this series of 
energy tax measures if in the past year you have had a 
far larger proportionate price increase and have not gotten 
it? 

MR. ZARB: I would challenge a little your 
conclusion based on the fact. Nineteen seventy-four 
was about flat with 1973. In some products they were 
under 1973, which was unheard of in the history of 
the Republic. 

We think if you took 1974 and 1975 together, 
we would be up by about 10 percent, as I' recall, or 
more based on the rate of increase that was occurring 
in the consumption price. 

If you take a look at what was happening, and 
what did happen, and what you thought would happen 
if you continued down that road, you would come to the 
conclusion as we did, that we could save .between 800,009 
and 900,000 barrels a day based on these price changes 
alone. 

I think they are valid and I.think we will get 
them. 

MORE 
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,• :"' , .... 

Q Mr. Seidman, will you please give us a little 
better explahation of this two percent a year inflationary 
factor? Are you talking about on an annual basis in your 
inflation impact statement? Does this just apply to the pricing 
'of fuels or.does:it take into consid~ration the ;ripp;le·effects 
this will nave on other industries? 

MR. SEIDMAN: This .takes into effect, as. best we 
can calculate it, the total one-time increase that this 
one-~~me ,increase in price will have on the cost of living. 

'. < 

Q By "one-time," do you mean on an .annual basis? 

MR. SEIDMAN: Yes, I guess s,o, i~ you want to 
say that. It means when you put this in if it all happened 
at once., prices would go up two percent. 

· Q The fact you did not include any reference in 
the message' to a new wage.;.price council, should we interpret 
that to mean· that you think the pre.sent authority of the Wage 
and Price Council would be capable of dealing with any 
inflationary prices that arise in the comingyear? 

MR. SEIDMAN: We think the Council is doing a 
good job now. They feel they can do the job they have with 
their current.powers. At any time that that does not appear 
sufficient, we will ask for more. But at this time, it 
looks like it is doing the job. 

Q I would like to ask a question on the priqe pass-
through and whether there is going to be any multiplication 
effect. Com:Qanies don't price products generally· on the 
basis of after tax income. They price it on the basis of 
cost and mark-ups and this sort of thing, and in ~ddition, 
yoU: have a circumstance in which you .are raising the CPI, 
which· is going to result in wage increases through escala.tor 
clauses. 

Why, under those circumstances, do you argue that 
this will be just a two percent direct effect and ·there 
will be no later indirect effects? 

MR. SEIDMAN: I didn't say that that was so and 
if you take the two percent and multiply it out, it comes 
to more than the 18, but the point of the matter is how 
companies cost depends entirely on what their markets are. 

~n many cases, if the market does not allow for 
that increase, the companies may absorb some of it. The 
other side may be that they will get it with the~r normal mark­
up. Often they will get it with no mark-up. There is in the 
figure that we have some 20 or 30 percent excess there. 

MR. NESSEN: We have been at it about an hour and 
I think a lot of people will want to file. There are a whole 
series of briefings. 

MORE 
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Q I have waited a iong time to ask a question. 

MR.- 'NESSEth 
an. hour or more;. 

Ted, ev,erybody ·has ·.had j. ~- . for about 

There will be a whole series of.briefings actually 
stretched over the next month. .,If everybody wants to go file, 
you can go file and maybe we will take another five minutes 
of questions. Let's let the people who want. to file go 
and then we can quiet down a · ·1i ttle bit. 

'Ted is striving desperately to. get his question in. 
Let's have about another five minutes and let a little bit 
of this sink in. These people are going to be available 
and a lot of other experts are going to be available. We 
are going ·to ·have a whol~ series of briefings. . 

.;. '~. 

Q The question is fo~ Kr. ·seidman. ·With the 
stimulative effects of the $16 billiop 1974 l'ebate, will 
the effects· be greater-, less '6~ about the same if it is 
concentrated in the iower·' and mid'dle income familie.s .rather 
than 12 percent across-the:board?. · . .-· .·. ,. 

MR. SEIDMAN'! 
up to $40?000. 

First, it is 12 percent, as you know, 

Again, you hav~ tci study· what has nappenec(iri t}le 
past, looking at what·our problems are in thE! economy~_ 
Obviously, the slowest industries, the one.s nardest hit 
are the big ticket industries _ _.·the 'appliance, automobiles, 
television, many others, ho.us ing -~ and _therefore, going 
higher on the economic ·brackets may_wel:l produce more. 
purchasing :in those areas than s_ome of the purcpasing that 
might be done in the other areas. 

-I thirik, in looking at t~e tax packages, yo4 have 
to look at -the fact that the second,· the 'eriergy~relate·d 
package which·adjusts for this inflation and which is 
longer term, not just this one-shot, and would go in with the 
withholding tables being changed as soon as ~t went in, would 
move very strongly in the dire.ction 9f helping the lower 
income people where s'pe.nding would be __ J?erhaps o.n a different 
type of product. 

MORE 
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Q . r-tr. Zarb, .bow mua,h~ do you expect this to 
increase·domestic produc"tion of oil and why? 

MR. ZARB: That is a very 
will as.l~ you, to pef;er to the charts 
I haven't used, and the chart maker 
with me because I was supposed to. 
these .• 

good question, and I 
in 80ur package., which 
is very unhappy 
You all have one of 

We haye set out a chart,. both short-term and 
long-term effec.ts of· the actions we intend to take. .If 
you will look at the long-term effect chart, which 
starts out Yaffects midterm program, 19 85," there is, the 
answer to you:r question. If you want to know. why, I· will 
have to get into each individual area. 

Q Does your excess profits tax, does .it not 
take away from the producer who would otherwise want 
to produce more oil? Doesn't it leave him making the 
same profit and, therefore, whywould he .expand his 
production? 

MR. ZARB: It does year one, as I have said. I 
will bring it back again to last year's discussion with 
Ways and Means. The ultimate conclusion was that over 
some unit of time -- and you.can pick four years or 
eight years that have been under discussion -- windfall 
profits would phase out and the world price would prevail. 

Obviously, the conditions of the world price 
are going to effect when that ultimately occurs, but the 
mechanism provided a means by which the price of domestic 
oil from $5.25 to go up to $7, $7.70, and whatever the 
appropriate equilibrium price was. 

The certainty of whatever those numbers are, 
the certainty of depletion questions, the certainty of 
plowback, which is a factor, once those issues are settled 
and are written into law, then we are going to get people 
out there putting money into more exploration. · · 

As it is now, we are getting a lot of exploration. 
We have more wells drilled than we have had for a long, 
long time. The curve on the chart went way· up, 
when the price.changed. I have given you these numbers 
and they are based upon the kinds of actions we have 
taken. 

Mr. Seidman would like to talk about that. 

Q One question. Why would a further increase 
in prices increase the amount of exploration? There is 
already a limitation on the amount of equipment available 
now. 
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MR. SEIDMAN: That is a fair question. There 

is a fair amount of restriction with respect to constraint 
with respect to equipment. That principally runs to rigs 
and pipe. I think pipe is. coming under control and we are 
going to be doing some thi"ngs here iri sl;lort order to help 
the rig situation. · 

I think·we can remove that restraint with some 
godd actions over a period of time. 

I will ask the question: How much does it cost 
to go ·out and drill a lot of dry holes in the Atlantic 
outer continental shelf? As you go further into 
these frontier areas and begin to question the current 
cost, today's cost of drilling to explore and to find oil, 
I think the r?tio now is ten holes, one wet and nine dry 
that's pretty.close --the costs have increased substan­
tially and when you do it in less and then have to 
deliver it down hf!.re from PET-IV, for example, the. 
price changes. 

Q You said that if the world price of petro-
leum falls, we· wo~ld set a price to protect Project 
Independence. How high do you expect that floor will 
have to be? 

.. · MR. SEIDMAN: I can't gi've you a technical 
answer tb that question that I could now defend based 
on good economics because that work is not yet 
completed. However, the President has as:ted fpr a·;aper 
on that issue as sooi) as the_work is completed. 

But he does want the authorities to require · 
the President to set that price. We have had testimony 
over. the last year, pretty much, .by our eqonomic people 
who envision that number being somewhere between $7 and $8. 

I think the $7.70 was one somebody settled on 
because they didn't want to make it $7.50 because it sounded 
made up. 

_Q Could you go a little bit deeper into the 
natural gas deregula'tion and what the 31 cents e){cise tax 
would mean? We all want average figures today, so if you 
have got it, fine. 

MR. SEIDMAN: 'I think the average means something · 
like about a 30 percent increase for natural gas. 
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-
- 29 -

Q Can I get back to a question about whether a 
10 percent increase in retail prices will really save a 
million barrels a day? Are you talking about saving a 
million barrels of the current level, or what some projection 
is for the end of the year? Can you guarantee a hundred 
percent that a 10 percent increase will make th.at savings, 
or do you have some reservations about that? 

MR. SEIDMAN: You have two questions there. We 
talked about this before. The savings were set at a level 
of anticipated consumption based upon real Troika estimates 
so everybody could see exactly what formula was being used 
to achieve what level. 

The first cut was an anticipated level of 6.7 
million barrels by the end of 197 s, meaning·, our target would 
be 5. 7. But·, in our first generation of reports, we had · 
a footnote that said we would readjust that target based on 
new issues of the Troika estimate. 

Obviously, if the economy turns around. like that, 
we may want to readjust that target level, .but it. will be 
a real million dollars from a point which we would be at if 
we didn't take these specific actions. 

Q Are you positively convinced that this small 
price increase, relatively speaking~ will cut a million 
barrels? 

MR. SEIDMAN: I am convinced these actions in total, 
including our Elk Hills, including our coal conse);1Vation 
activities; will conserve us a million barrels by 1975, if 
we get the total package. I really am. 

I pointed out earlier that the President is 
committed to stand behind that program by having us· ~ine tune 
the system using export controls if they are necessary to 
make the program successful and somebody has import controls. 

Q Mr. Seidman, in your budget estimate, sir, on 
page 20, which has spending at 314 and 349 respectively, do 
these spending estimates .include all of the net savings you 
propose from the October 8th message and from the subsequent 
proposals that the OMB made and the ones that you say you 
are going to make? 

. MR. SEIDMAN: They are the President's budgets. 

Q They would be 17.1 billion higher if you don't 
get any of that? 

MR. SEIDMAN: That is right, you would have a 
$360 billion expenditure. The speech points that out 
specifically. 
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Q Seveni:een'would get you to 366? 

MR. SEIDMAN: Well, about that. 

Q The President is asking .standby authority 
for gas rationing, among other things? 

MR. SEIDMAN: Yes. 

Q Why didn't he mention that in the State of 
the Union Message? 

MR. SEIDMAN: Because there has to be some 
limitation on the many, many things he is doing in both the 
eco~omic and energy area,and in good conscience, we thought 
maybe we shouldn't subject people to the total load, as they 
say. 

Q Why is he suggesting rationing completely? 

MR .. SEIDMAN: . No, he has not. The rationing is 
there in the event of an embargo. That is the reason, and 
he says that: 

. MR. ZARB: Let me add to that. He did address the 
rationing questJon in ~is speech. J~e said that he looked 
at rationing, it didn't achieve the desired results and it 
had inequity and residual results that he just thought were 
unacceptable. 

"' , .,. -, .r . , it' 

. . . . 

MR.· NESSEN: The thing. ahout the standby on the· 
rationing bill, that is a whole little package to deal 
with emergencies like a new embargo. And. I think he 
mentioned in general terms that he wa$ going to.ask for 
steps to deal with. a newembargo. It is not to deal with 
the day-to-day or year-to-year problemof cutting down on 
imports. It will deal with an emergency. 

Thank you. 

Everybody he~e will be available and their staffs 
will be available and my office will be to help you.in further 
ways. 

END (AT 10:13 A.M. EST) 
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MEMORANDUM 

· , WASHINGTON-

• · .. January lS~"'-1975 

MEMORANDUM FOR RON NESSEN 

FROM: JOY CHILES 

Re: Reaction to the President's Economic/Energy Speech 

The last count of telegrams and phone calls from time of the speech 
Monday night to just before the SOTU today was: 

TELEGRAMS: 

PRO ZOO 
CON 224 
COMMENT 109 

TELEPHONE CALLS: 

PRO 105 
CON 146 
COMMENT 16 



Econ speech since Mond. night 

PRO 

113 

CON 

165 

Comment 

19 

per Pat Strunk 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

January 16, 1975 

MEMORANDUM FOR RON NESSEN 

FROM: JOY CHILES 

Re: Public Reaction to the President• s two speeches this week 

MONDAY NIGHT ECONOMIC/ENERGY SPEECH (TOTALS) 

TELEGRAMS & MAILGRAMS 

PRO 267 
CON 385 
COMMENT 176 

TELEPHONE CALLS 

PRO 113 
CON 153 
COMMENT 12 

SOTU (as of 10:30 a.m.) 

TELEGRAMS 

PRO 128 
CON 66 
COMMENT 30 

TELEPHONE CALLS 

PRO 41 
CON 19 
COMMENT 9 

The unfavorable reaction to the SOTU is a mixed bag some of the break-down 
was 1. . oppostion to new fuel/ gas tax, feel it is inflationary and will take back 
what the tax cut will give. Some people favor price controls or gas rationing, 
2. Social security limited to 5o/o increase, 3. Environmentalists concern. 

II 



January 23, 1975 

TELEGRAMS AND LETTERS RESPONSE TO: 

Economic and Energy "Library'' Address - January 13 

PRO 
CON 
COMMENT 

840 
1, 707 

777 

SOTU - January 15, 

PRO 
CON 
COMMENT 

711 
1,569. 

609 

Press Conference - January 21 

PRO 139 
CON 158 
COMMENT 13 



Ron - these figures are from the comment office ••• 
telephone calls for the indicated time period. 

_.-----

- THE WHITE HOUSE 
joy 

WASHINGTON 

Jan. 27, 1975 

Joy-

These are the totals for the week 
of Jan. 20-24, '75. 

Pro Press Conf.---19 
Con ---25 
Comment ---14 

Pro SOTU---2 
Con SOTU---1 

Pro NBC interview---rr..;lD 
<;on _ ---~ ~ 
~ /D 
Pro GF's Econ program---41 
Con ---9 

Pro GF's 
Con 

Pro fuel 
Con 

Pro gas 
Con 

Pro tax 
Con 
Comment 

Energy program---46 

tariff---19 
---89 

rationing---57 
---34 

rebate---3 
---8 
--·-1 

---9 

J~ 
11 0> 
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THE WHITE HOUSE 

WASHINGTON 

January 28, 1975 

Jack: 

A Mr. Grady of the Philadelphia 
Bulletin called me today to get the 
mail count on reaction to the President's 
economic proposals. I told him that 
we kept track the day of and several 
days following the address but didn't 
have a current count. 

Roland Elliott gave me the following 
mail & telegram count on reaction 
to the President's SOTU: 

PRO 
CON 
CMT. 

1,355 
3,125 
1, 475 

.. 

What should I do? The figures aren't so 
hot. Grady has been in contact with many I· · .. · .. · · /. ·_.·. ·/·. 
offices on the Hill. . . 1 K" ' . y/·. qr· .. 

· ' ,/' . t~~"p" ttr_~; '· __ Y ;~_ ... ~·~_·_·_· 
.· ·. \) ~· . \ I ~~'l" .,· "" V hY'i . 

' .. 
.. ·· -i. "1;:·~ -~ ,.' 

_-:~/~~-:-x~~~-~---~,;-.-,. :·_-_:_ ~-- -· ::>-· 

l I '. 
~ -~1 . 
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THE WHITE HOUSE 

WASHINGTON 

February 12, 1975 

MEMORANDUM FOR: SEE DISTRIBUTION 

FROM: 

SUBJECT: President Ford's "Library" Speech 

The television ratings are in for the President's economic and 
energy speech which he delivered from the Library on Monday, 
January 13. The A. C. Nielsen Company reports that 81. 4 million 
people watched that broadcast from 9:00p.m. to 9:25 p.m. 

Our records, which go back to 1970, show this to be the highest 
Presidential rating in that five year period -- outscoring the 
former President's announcement of the Vietnam truce. (Ironically, 
the runner-up in this period for ratings on TV was the Gerald Ford 
nomination for Vice President which shows 79 ·million viewers on 
that night. ) 

DISTRIBUTION: 

Ron Nessen~ 
Dick Cheney 
Terry O'Donnell 
Tom DeCair 
Paul Theis 
General Adams 
Jerry Warren 




