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ECONOMIC AND ENERGY PROPOSALS

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 the confidence of consumers and investors alike.
We must continue an effective plan to curb inflation. We must, without
delay, take firm control of our progress as a free people.
Together w~ can and will 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 rcuebel'. But
if we do what must be done, we will be well 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 aI\d
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 aound economic actions and by exerting leadership through a
clear and coordinated national recovery program.

TOnight, I want to talk to you about what must be done. After all, you are
the people most affected. Since becoming your President five months ago,
economic problems have been my foremost concern. Two elements of our
problem ar!! long-range -- inflation and energy. Both are affected not only
by our actions, but abo by international forces beyond our direct control.
The new and ,disturbing element in the economic picture is our worsening
recession arid 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 a.t high priceo
fixed by others. Higher energy costs compound both inflation and recession.
An«.\. dependence on others for future energy $tuppUes is intolerabl e to our
national security.
We must wage a simultaneous three-front campaign against recession,
inflation and energy dependence. We have no choice.
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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 and 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 one dollar to
three dollars 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 conser
vation program contains oil allocation authority to avoid undue hardships in any
one geographic area, such as New England, or in any specific industries or
are2.;J of human need where oil is essential. 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 automobile pollution standards in order to
achieve a 40-percent-improvement in miles per gallon. Stronger measures
to speed the development of other domestic energy resources, such as coal,
geothermal, solar and nuclear power, are also essential.
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 supplemented by the 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 foreigr.
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
$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.
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As soon as the new revenues from energy conservation taxes are received, we
will be able to return 30 billion dollars 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 dollars - - 30 billion dollars in returned energy tax revenues to
compensate for higher fuel costs -- and 16 billion dollars in tax cuh 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.
This economic program is different in emphasis from the proposals I put
forward last October. The reason is that the situtation 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's
face it. a tax cut to bolster the economy Will mean bigger Federal deficit
temporarily, and r have fought against deficits all my public life. But unless
our economy revives rapidly, Federal tax reven1:.es will abrink 90 much
that future deficits will be even targer. J:Sut I have not abandoned my lifelong
belief in fiatal re~traint.
In the long run.. there is no other real remedy for
our economIc troubles.

a

While wrestling with the budgets for this year and next, I found that at least
three-fourths of all Federal expenditures are required by laW's 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 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 the prime contributors to Federal deficits of 30 to 50
billion dollars this year and next. Deficits of this magnitude are wrong -
except on a temporary baSis in the most extenuating circumstances. Reform
of these costly mandated Federal spending programs will take time. Mean
while, in order to keep the budget deficit as low as possible, I have decided
to take interim steps.
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 s pending programs are enacted. I will not hesitate to veto any new
spending programs that Congress sends to me. Many proposed Federal
spending programs are desirable and have had my support in the past. But
they cost money -- your tax dollars. Plainly, it is time to declare a one-year
moratorium on new Federal spending programs. I need your fI'fPPGl't in this.
It is vital that your representatives in Congress know that you share this
concern about inflation.
I believe the Federal Government ought to show all Americans it practices
what it preaches about sacrifice and self-restraint. Therefore, I will insist
on a five percent limit on any Federal pay increases in 1975 and I will ask
Congress to put the same temporary five 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
paycheck. I want to hasten that day.
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Tonight I have summarized the highlights of my energy and my economic
programs. They must go hand in hand, as 1 see it. On Wednesday, 1 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 caDDot 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 ';re not on: the brink of another Oreat Depression.
Our political and economic system today is many times stronger than it was
in the 1930' s. We have income safeguards and unemployment cushions built
into our economy. I have taken and win 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 st rong 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 Oovernment. No one will be allowed to prosper from the
temporary hardships most of us bear willingly. 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 n 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 1 believe
is right for all our people .... to do my best fo.'t America as long as I occupy
this historic house. We know what muet be done" The time to act is DOW.
Y,T.;,; have our Nation to preserve, and our future to protect. Let us act
together, and may God bless our endeavors.
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