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Q. Why has the Preside~t decided that there should not be any new 
spending programs in FY 1976? 

A. We must stop the run-away increase in government spending and the 
large deficits. The President is not asking for any cutback in 
the thousands of government programs now on the books. Federal 
spending will actually jump $80 billion from July 1974 through 
FY 1976. .Much of this increase is caused by programs to aid 
the unemployed and to expand benefit payments of many social 
programs. But we need to carefully consider our future priori
ties. When we close the books on FY 1975 we will have reported 
a Federal deficit in fourteen out of the last fifteen years. 
Over this perlod we have accumulated $160 billion of deficits 
and the Federal Government has borrowed another $150 billion 

·for other programs not reported in the Federal budget. When 
the Federal Government requires so much financing it makes it 
hard for home buyers, consumers and businesses to get the money 
they need to keep our economy gro-vring. The President is deter
mined to regain control of the Federal budget and the first 
step is to stop taking on new burdens, which we cannot pay for, 
until we can determine our future priorities. 



Q. In trying to hold down government spending why did the President 
single out social security benefits and Federal retirement programs? 

A. The millions of people living in retirement will continue to receive 
growing benefits. But they will gain even more from a reduction in 
the unacceptable level of inflation that is destroying their savings 
and wiping out any increased retirement income payments. A vital 
step in reducing inflation is to get government spending under 
control. The 5 percent limit on retirement benefits this year is 
part of the general program. Since 1970 prices have increased 
30 percent while social security benefits have risen 47 percent. 
No one wants any group to suffer an unfair share of the job in 
getting the economy back on the right track and the proposed 
5 percent cap is an attempt to spread the burden. 



Q. Who will benefit most from the President's proposed permanent tax 
reductions on incomes of individuals? 

A. While everyone will benefit under thePresident's plan, low ana 
middle-income taxpayers will benefit more than those with higher 
incomes. Eighty-six percent of the total tax cut will go to 
persons with adjusted gross incomes below $20,000 and 70 percent 
to those with adjusted gross incomes below $15,000. 



Q. Has th~ Administration developed contingency plans in the event 
that the recession deepens and the recovery is delayed? 

A. Prompt action by the Congress on the Administration's proposals for 
energy and the economy are crucial to support the recovery from the 
recession expected this year. Developments in the economy will be 
closely monitored by the President's economic advisers to identify 
any unanticipated deterioration in the outlook. 

While no marked deterioration in the economy below current projec
tions is expected, contingency plans are under development to assure 
that prompt action can be taken to reverse the course of any unexpected 
and unforeseen developments that increase the risk of a prolonged or 
deepening recession. 



Q. Why does the economic program concentrate on tax cuts rather than 
increasing Government expenditures? 

A. At the present time a tax cut is preferable for two reasons: First, 
a tax cut will have a much quicker and more immediate impact on the 
economy. Government spending programs, if they are to be effective, 
require much time and planning prior to implementation. The reces
sion should be dealt with now. SecondtJ, and equally important, 
past history suggests that increased Government expenditures tend 
to become permanent and place~ increasing demands on the Federal 
budget. Even while dealing with recession it is important tt~t 
we not lose sight of our long-term objectives of bringing Federal 
expenditures under control to bring the budget into balance when 
the economy recovers. 

It is interesting that in recent weeks oplnlons among economists 
are virtually unanimous that under current conditions tax cuts 
are preferable to an expenditure stimulus. 



Q. Some critics say that on balance the proposed economic program will 
have a negative fiscal impact. What do you say? 

A. In broad fiscal terms, there is a temporary anti-recession tax 
cut of $16 billion. This is coupled with higher energy taxes 
which will raise $30 billion. But all of that $30 billion is 
cycled right back into the spending stream. So this leaves, 
as the main influence on total economic activity, the $16 
billion tax cut, which is a sizeable injection of fiscal 
stimulus. 



Q. Won't the President's energy proposals tend to depress economic 
activity at a time of recession and low business and public 
confidence? 

A. Adjustment to higher energy costs. will tend to depress the 
economy. These strains will be offset, however, by the improve
ment in business confidence that should result from prompt action 
which showed the people that the country has begun to move on our 
long-term energy problem. Delay in moving forward with a com
prehensive energy conservation program, or choice of a system of 
allocation or rationing to conserve energy, would only postpone 
the problem, reduce business confidence and delay a healthy and 
constructive recovery from the current recession. 

The energy problem has contributed strongly to the current 
recession and decline in confidence; the energy issue must be 
faced squarely and acted upon promptly to restore and sustain 
improved confidence. 

• 



Q. Why are you not recommending the elimination of percentage 
depletion on oil at this time? I thought you said percentage 
depletion should go if prices were decontrolled. 

A. We have said all along that the best way to capture the windfall 
profits which were accruing to domestic oil producers was not 
through the elimination of percentage depletion, but a windfall 
profits tax. 

As a matter of tax reform - vrhich we hope the Congress will take 
up just as soon as they can following their consideration of 
these proposals - we are willing to consider the entire subject 
of percentage depletion for oil, gas and all the other minerals, 
capital gains for timber, and anything else. But we shouldn't 
encumber this high priority program with that issue. 



Q. How will the Windfall Profits Tax work? 

..., 
A. The Windfall Profits Tax on crude oil imposes graduated -.iHii1?E!iBe e.~C.t>e,. 

tax (15 percent to 90 percent) on the excess of the sales price 
per barrel of oil over an amount called the adjusted base price 
which is set at a level intended to permit a normal, but not a 
windfall profit. For each month the tax is effective, the 
adjusted base price increases, thereby reducing the amount subject 
to tax. This is done to anticipate rising exploration and operat-
ing costs and the effects of inflation over a period for which the 
tax is effective. The adjusted base price and graduated rates 
operate to leave a reasonable profit for the producer and take 
away only the -.rindfall profit. To be certain that high cost oil 
producers never have to pay more in taxes than they have in 
profits, the tax will never be imposed on more than 75 percent 
of the producer's taxable income that would exist if there were 
no Windfall Profits Tax. 



Q. If the Windfall Profits Tax phases out over time, will it 
discourage current production or encourage the holdback of 
production until the tax declines? 

A. No. The rate at which the tax declines is slow enough that 
producers would be better off to produce and sell the oil, 
pay the tax and reinvest the proceeds than to leave the oil 
in the ground. This is especially true if, as appears likely, 
future oil prices will decline. 



Q. Won't the $16 billion tax rebate proposed by the President cause 
an increase in the inflation rate? 

A. While some economists may argue that a tax cut will add to the 
rate of inflation during the year ahead, others would contend 
that under present economic conditions -with unemployment 
high and many factories operating well below capacity - the 
predominant effect of the tax cut will be to stimulate spending 
'and that additional spending will have only a slight impact on 
prices. 

Whatever the impact of this tax cut during 1975, the most 
important thing to remember is that it is temporary. After 
the economy gets well into recovery, too much stimulus would 
surely reverse the slowing of the inflation rate. 



Q: Why are corporate profits so high? 

A: A few companies continue to report high profits but the general 

-
level of profitability has been hurt by the recession. In the long-term, 

corporate profitability relative investment has declined steadily since 

the mid-1960's. Business investment -- and the jobs created -- is 

dependent upon profitability. The future growth of the economy and 

job opportunities will depend upon a turnaround of corporate 

profitability. 



Q: Will we have a depression? 

A: The real output of the U.S. economy declined about 2 percent in 

1974 and will probably be sluggish until at least mid-1975. Depressed 

automobile sales, low housing starts and reduced consumer buying 

account for the decline. But these problems are not comparable to 

the massive economic decline of the l930 1 s. Rising personal incomes 

and improvement in the inflation situation will help get the economy 

moving upward again. Housing will be a particularly important part 

of the recovery in creating jobs and the sale of appliances and furniture. 

Business spending to increase capacity and for expanding exports will 

also contribute. Government spending will continue to provide fiscal 

stimulus. 



Q: The unemployment rate has risen much more rapidly than you 

expected. Why don't you provide an additional 250, 000 public-service 

jobs beyond the 500, 000 already authorized for local governments? 

A: The public service employment program will be useful to help 

cushion the effects of the recession. But there are limitations on how 

quickly and effectively that program can be expanded. 

At the last report there were many public service job openings 

unfilled. We are making a strong effort right now to see that the 

state and local governments fill those openings as quickly as possible. 

Before long we will have a better idea of how much need there is under 

present conditions. 

Our first line of defense, however, is the unemployment 

c_ompensation program. It has been designed expressly to deal with 

cyclical unemployment. The program triggers in when needed and 

triggers out when the need has passed. 



Q: Why was credit allocation not proposed to channel funds away 

from speculative and inflationary uses, such as conglomerate takeover 

and gambling in foreign currencies and gold, toward vital areas such 

as J:lousing and small businesses? 

A: Several reasons can be given: 

The judgment of bureaucrats cannot determine "vital" uses 

of capital as well as the marketplace. Credit allocation would mean 

that some borrowers could nbt obtain funds at any price creating 

serious hardship while others may obtain larger loans than needed. 

While mandatory allocation of credit is undesirable and inequitable, 

special programs that give preference have been used, for example 

in housing, and banks have also been encouraged to examine credit 

uses and needs carefully. The amount of credit that is used for 

corporate mergers, specualtion and similar activity is an extremely 

small fraction of total credit in the economy. 



Q: Why didn't the President come up with a meaningful tax-reform 

program? 

A: At best, tax reform is a lengthy and complicated process. Our 

present need is for prompt and effective stimulus action to deal with the 

economic situation. An effort to make a major breakthrough in the 

tax reform area could imperil the early application of remedies for 

the current problems of the economy. As the President said, tax 

reform is on the agenda for later this year. 



Q: How will people who pay no income taxes be compensated for 

their additional energy costs? 

A:- In order to avoid hardships from higher energy costs, cash 

payments of $80 will be provided for each adult in the low-income, 

non-taxpayer category. In addition, very low income persons who 

now pay some income tax will be eligible to receive cash payments 

which, when added to their income tax reduction, would give them 

a total benefit of $80 per adult. 



Q: Why is your temporary tax reduction an across-the-board 

reduction and not designed for lower-income people? 

A: The $16 billion temporary tax cut is designed to provide an 

immediate boost to the economy. Individuals will receive $12 billion 

and businesses the other $4 billion which will help stimulate current 

spending and investment to create jobs. The President's proposal 

limits the total rebate to $1, 000 but providing meaningful rebates for 

a larger number of families will help stimulate retail sales, particu

larly £or appliances, furniture and cars so that employment will 

increase. 

Adjustment of the tax rates is provided in another part of the 

President's program which will use the revenues raised by the energy 

taxes to increase the low-income family exemption and to reduce the 

tax rate. This part of the package is tilted in favor of low and middle

income families as indicated. A special $2 billion package is set aside 

for people with low incomes who do not pay any taxes. 



Q. Can you be certain that people will spend the additional money 
they receive through tax reductions and provide the hoped for 
stimulus to the economy? 

A. No one can be sure what consumers will do with more money in 
their pockets. It is our expectation that a substantial part 
will be spent and in areas where the economy is the weakest. 
This is based on observations with respect to past tax cuts. 
If consumers do save a large fraction of the tax reduction, 
additional funds will be available for investment in housing 
construction and other job creating activity. 



Q: Is there any hope for prices to come down? 

A: The rate of wholP.sale price increases has been improving for 

several months, particularly for industrial raw materials. Shortages 

are no longer a problem and capacity is available to produce goods. 

The sluggish rate of business activity has also put downward pressures 

on prices and mortgage interest rates are slowly declining as the supply 

of savings in thrift institutions improves. Most of the price distortions 

caused by controls and the quadrupling of oil prices last year have 

worked through the system. The rate of inflation should continue to 

gradually improve in coming months but the fight against inflation must 

be continued. 



Q: The President has signed a Proclamation which will increase 

oil prices in February. How are people going to pay for these 

increased costs when they don't get their rebate back until the 

Spring or Summer? 

A: The oil import fee imposed by the President's order is a vital 

step in moving ahead on his entire energy policy. The $1 increase 

scheduled for February 1 will raise approximately $200 million 

during ~he first three months of 1975 but the price effects will not 

occur immediately so consumers will not be directly affected until 

the oil is converted into products and sold to consumers. By the 

time the full effects of the energy taxes begin to be felt by consumers, 

the adjustments to the tax withholding rates should be in place. If 

Congress acts rapidly on the President's economic and energy programs 

the economy will receive a stimulus of several billions beginning by 

Spring which will continue through the year. 



Q. Why doesn't the President's program include additional powers 
to deal with wage and price increases? 

A. At this time the monitoring program being conducted by the 
Council on Wage and Price Stability appears satisfactory. 
The Council on Wage and Price Stability has experienced no 
problems in acquiring the data needed to perform this role. 
Should additional powers be required, they will be requested. 



Q. Speaker Albert has i.ndicated that the proposed 12 percent rebate 

on 1974 taxes is unfair because 43 percent of the rebate \mulct 

go to the "'ealthiest 17 percent of the population. If this is 

true, doesn't this give an unfair share of the tax reduction to 

high income taxpayers. 

A. The numbers Speaker Albert was using do not correspond to our 

estimates, but the point he ~ade is an important one and deserves 

clarification. 

Under current tax legislation a disproportionate share of to~al 

• 

tax receipts comes from high income taxpayers. For example, te:x-

payers 1vi th adjusted gross incomes of over $20,000 account for 0:1ly 

35 percent of total income but pay 52 percent of total taxes. Only 

12 percent of the taxpayers are in this category, but they pay 

over half of the total taxes. 

Since the tax rebate proposed by the President is subject to a 

limit of $1,000, higher incone taxpayers get a lower share cf the 

rebate than their share of total taxes paid. 
Thus "tvhile taxpayers 

with adjusted gross incones over $20,000 pay 52 percent of the to~2l 
taxes, they will receive only ,13 percent cf the total rebate. 

The sh~re of the total tax burd0n paid by a relatively small 

proportion oi hir:;lL2r incor.,e taxpayers \vill 
1 

in addition 
1 

inc:r::>.:;se 
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will benefit mainly low- and middle-income taxpayers throuqh an 

increase in the minimum standard deduction and reductions in tax 

rates in the low- and middle-income range of the tax schedule. 



Q. Is the Administration seriously concerned about the huge budget 

deficits for fiscal years 1975 and 1976? 

A. 'The Administration is particularly concerned about the prospective 

large deficits to the extent that they are a result of excessive 

gro•.vth in long-term Federal spending programs. That is why the 

President has proposed actions to limit the growth in existing 

spending programs and asked for a moratorium on major new progra~s. 

Bringing the Federal budget into balance v;hen the economy recovers 

will require a reduction in the trend of Federal spending to avoid 

the inflation that continuing deficits at that time \vould cc.use. 

A n1ajor component of the large ::l.eficits in the i1-n1·nediate future, 

ho•·Jever, is a result of cyclical increases in un•?in_9loyment insura:-:::::e 

payments and reduced tax revenues. Increases in the defic:it from 

these cyclical sources help to support recovery from the recessio~ 

ar:d their influence vill phase out as the econoRy recov.~rs. Thus, 

in the economy under current conJi_tions, but b-'C.i~ging the bud-?'21: 

into balv_nce c.vhen the econo::cy beco!7',·2s more pr.osperous is essential 

and can only b2 QChieved by restraining long-term Federal ~pending 

programs or raisi~g taxes. 



Q. Can the large Federal budget deficits in the next 18 months be 

financed through borrowing by the Treasury without straining 

financial markets and raising interest rates? 

A. Federal borrowing needs can be accomn1odated during the recessio:1 

because private credit demands will be low until a recovery fron 

the recession is well underway. Because sales are slov1 and private 

credit. demands lower when inventories are reduced, there is room 

for more Federal borrowing without raising interest rates, creati~g 

serious congestion in financial markets, or "crm.-ding out" oorro·.-:ing 

by private business. 

After recovery is undenmy and demand for credit by the private 

sector increases, it will become increasingly important to r:;od.era::.e 

Federal borrowing to avoid straining financial markets and raisi::-.g 

interest rates. For these reasons quick action to reduce taxes 

and s~i:nulate recovery from the recession is important, but avoiiir.g 

a tax reduction that is too large or continues for too long is a~so 

essential to bring Federal borrmving needs dmvn after the econor:::· 

recovers from recession. 

• 
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.a1 I Ill Question: 

Rog Morton said the target for 1980 is 20 miles per gallon. The Big 
3 has pledged only 18. 7 miles per gallon. What really is the target? 

Answer: 

The overall target for all 1980 model year cars sold in the U.S. is 19. 6 
miles per gallon (which Rog apparently rounded to 20). This is a 40o/o 
increase over the 14 miles per gallon average for alll974 model cars, 
domestic and foreign, sold in the U.S. 

The agreement covers only the big three domestic companies: Ford, 
GM and Chrysler. It calls for an average of 18. 7 miles per gallon by 
the. 1980 model year. The 18. 7 figure compares to 13 miles per gallon 
for Big 3 cars in 1974. This is an increase of 44o/o. 



ENERGY - AIRLINES 

Question: 

Recently several airline executives have said that the President's 
e_nergy proposals will require a 20 to 30 percent increase in airline 
fares. They also indicate that several airlines may not be able to 
financially survive because of the increased cost of oil due to the 
taxes and tariffs. Does the President plan to give the airlines a 
special dispensation from his energy taxes? 

Answer: 

The airlines consume over a billion gallons of fuel every year. It is 
essential that they must do their part to reach our energy conservation 
goals. ~hey must conserve along with the rest of us. 

We recognize that we do have a legitimate problem with the airlines. 
Their costs will go up very substantially. Many of the airlines are cur
rently in financial difficulty, and thus, they will not fully benefit from 
the President's proposed tax level decrease. 

Under the President's energy plan, businesses will be able to recoup 
their increased costs and we, of course, want to insure that the air
lines receive similar treatment. This may mean that the President 

_will propose specific rebate mechanisms to cope with this problem. 
We are also taking a hard look at other alternatives, and the President 
has not ruled out any options. Top economists and other advisors point 
out that even if all these costs had to be taken up in increased fares, 
it would be nowhere near as large as the number you have used. It 
would be closer to 10 to 15 percent. 

Another alternative we are looking at is a method to reduce the number 
of empty seats on airline flights. Increasing the number of passengers 
per plane will save energy, will help the airlines financial position and, 
importantly, it can result in lower fares. 

We -are very confident that we can work out this airline problem in an 
equitable manner. But the important point is that they must shoulder 
their fair share of our energy-saving burden. 



Question: 

How do you think the President's program takes care of the special 
hardships it creates within various areas of the country? 

Answer: 

Before the President approved this program, he ascertained that it 
had the capability of being fair not only in geographical areas of the 
country but in the disadvantaged groups of our society as well as 
special industries which are particularly affected. 

In the areas of geographical burdens in the Northeast, New England is 
the best example. This section of the country depends mostly on 
foreign oil for energy. As a result, these states have had the greatest 
effect from the recent cartel country increases and are naturally sensi
tive to any additional increases. We have therefore made a special 
effort to insure that the Proclamation signed by the President on 
January 23rd does not have any greater impact in the Northeast than 
in any other part of the Nation. The President has directed a lower 
tariff for the special kind of on.: which is imported and, used by 
Northeastern utilities. 

In the case of the disadvantaged people in our society, the President 
has submitted a program to the Congress which pays special interest 
to their needs. The energy tax revenues which will be returned in such 
a way to benefit those on the low end of the income scale -- that is, on 
the average they will receive more back in dollars than their increased 

_costs due to conservation taxes. 

With respect to special industries, the President has directed the 
Administrator of the Federal Energy Administration to meet with those 
special industries which are energy-intensive or have some other special 
problem concerning this program. We will review their information and 
where the burden is extreme we will take steps to assure that it is cor
rected. 

In summary, when the President looked at the effects of a rationing 
program and the problems which come from the approach which he pro
posed, he concluded that the Administration program has fewer problems 
to resolve and can be fairer than rationing or any other plan. 



Question: 

Isn't your program in effect price rationing: As such, 
wouldn't it be morzequitable to impose coupon rationing, 
so that the poor or moderately poor aren't proportionally 
overburdened by price increases ? 

Answer: 

In some ways the program is price rationing, but the crucial 
difference between crupon rationing and price increases is who 
makes the decision as to where the consumer's dollar is 
spent. Under coupon rationing, that decision is made by the 
Federal Government; under our program, the consumer decides 
whether he will spend more for gasoline, or other goods and 
services. 

va.,. 
Also, under coupon rationing, the cost for gasoline abolllt the 
coupon allotment will be higher. FEA estimates that the 
coupons will sell for about $1. 20 per gallon, and for those 
purchasing above their basic ration, the price could go as 
high as $1. 75/gallon. ~ 

Actually, both the President's program and rationing transfer 
about $2 billon to poor families in the first year, but the 
inequities that would accompany coupon rationing would fall 
most heavily on certain segments of the poor. For instance, 
migrant workers drive large distances each year, and could 
neither afford the additional coupons nor alternative methods of 
transportation. 



Question: 

e. e.. 
Following your announced agntment with the automobile 
manufacturers to improve fuel efficiency by modifying 
pollution controls, the DOT, FEA and EPA have stated 
jointly that they believe the Clean Air Act standards of 
1977 could be met, and still achieve a 40o/o fue \ ·~-rconomy 
increase by 1980. Why is there this dis crepan~·y~fi the 
executive branch, and who are we to believe? 

Answer: 

There really is no discrepancy. There are a number of 
reports prepared in the Executive Branch which indicate 
that the agencies concerned (EPA, DOT and FEA) believe 
that, under the most optimistic circumstances, the current 
clean air act standards for 1977 could be met and still achieve 
a 40o/o fuel economy increase by 1980. However, attempting 
to meet those standards would involve high-dollar and energy 
costs. Specifically, under an optimistic assessment of 
technology, the following cost and benefits are involved: 

1) First, the initial cost of the cars would be between 
5o/o and lOo/o higher-that is $200 to $400. 

2) Second, there would be a large fuel economy loss 
between now and 1980 (when improved technology 
might be available). For example, the fuel economy 
loss in 1977 would be at least 10%. 

3) Third, allowing the current 'Clean Air Act standards 
for 1977 to go into effect would produce very little 
improvement in air quality because 197 5 nationwide 
standards are already very low compared to previous 
years. 

This optimistic example illustrates the important point that 
achieving any particular auto emission standards involves 
costs -- in terms of initial automobile price and in fuel 
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economy. Less optimistic assessments of the technology 
that will be available by 1980 indicate that the clean air 
act standards for 1977 would involve even higher initial costs 
and fuel penalties. 

a:f k.~ 
The task ~ .. b.e.J;.Q for the Nation is to decide on the best 
balance between impt;;ved air quality in the cities that have 
an auto-related pollution problem and the price that will be 
paid nationwide to meet auto emission standards. 



Q. Why has the Administration not proposed a program to provide 
financial support for major firms or industries similar to 
the Reconstruction Finance Corporation? 

A. The programs that the President has proposed in his State of 
the Union message are designed to come to grip with the energy 
problem and to support recovery from the recession. A healthy 
recovery in the economy will reduce the potential need for 
special programs providing emergency financial support for 
business and industry 

We do not at present expect that a program for emergency 
financial support of business enterprises is necessary. 
However, if circumstances develop that suggest such a 
program is necessary, the Administration will be prepared 

to act. 

-. 



-a. The Administration has indicated that higher world oil prices 
set by the cartel have contributed strongly to the current 
inflation. Won1t the energy program have the same effect? 

A. The effect of the energy price increases on inflation is 
expected to be different now than when oil prices were 
raised at the time of the embargo in 1973. Demand was 
strong and shortages were widespread at that time, while 
demand is now weak and there are no sh:>rtages. 



Q. How did you arrive at your estimate only a 2% increase 

in the consumer price index and no ripple effect to speak of 

from the President's program? 

A. We are estimating the total oil and gas cost increase 

to be $30 billion. If you take that total and pour it through 

the economy, you arrive at a 2% increase in the consumer price 

index. 

Now, if the additional costs are tacked onto additional 

wages or profits as a result of the increase, then the aggre-

gative effect procedes to be in excess of 2%. 

Our econometric models show that the ripple effect will 

probably not generate increases beyond the 2%. The best 

historical example of this is the increase in the price of oil 

in 1973, which do not result in an increase in profits to com-

panies using products manufactured from oil in fact, it 

helped to result in an overall decrease in profits. 

There are two major factors that we feel will prevent 

the ripple effect from occurring. First, there will be a 

major rebate going to corporations which will reduce their tax 

bite. Second, in the economy today the demand for petroleum 

product is very soft and manufacturers will be anxious to main-

tain their current markets. 

/;-~-:: >' .... 
":.) 



Q. Since the oil fees are only for 90 days, why not just 

wait for Congress to act on the $2 fee? 

A. The oil fees will not expire in 90 days unless Congress 

acts on the tax legislation during that time. The 90 days was 

was th({President' srequ.est time for Congressional action. The reason 

for the fees in the interim is that this problem is so serious 

that we must take action now -- we cannot wait 10 days ( or 

less or more) for Congressional action if we are to reduce 
c 1\ e ~w · ! : > :•, 1.:>,-·, l :-· l ':. f '"" ,~ ~~··' ( 

our import-dependence by ~~~~ by the end of 1975. 

I' 



Q. Why are there no short-term measures other than Elk 

Hills and coal conversion to increase our domestic supply? 

A. In the next few years, there is really very little we 

can do to increase supply. Domestic oil production is declining 

and it takes 3-5 years to open a new oil field -- even if 
€ Cl 1.; I {·· ''.·\ ,~ ; ·, i •, 

drilli"ng£'t'-were not in short supply. Coal production is 

limited by our ability to burn coal, and to supply draglines 

and other equipment. Nuclear powerplants take almost 10 years 

to build. Thus, we have to rely on energy conservation to 

reduce our imports in the next few years. 

----



o: What happens if, after our efforts to save fuel by 

paying higher prices and living with less energy, the Arab 

countries turn around and impose another embargo? 

A. Though we do not expect another embargo, it could 

happen. If we have taken no steps to conserve energy and it 

does happen, we will be worse off than \ve were last year, 

or than we would be having taken some such steps. The embargo, 

coming at a time when our economy has slowed considerably, 

would be worse in all its effects than the previous embargo. 



Q. How much are gasoline and other petroleum products 

ultimately going to cost, and have you proposed any incen

tives other than price increases to conserve fuel? 

A. Petroleum products will increase on an average of 10¢ 

per gallon, perhaps a little more. We have proposed regu

lations that would prevent refineries from passing through 

costs above 10¢ a gallon on products like heating oil -- for 

which there are no alternatives. This means that gasoline 

prices might rise slightly more than 10¢ a gallon but then 

heating oil increases would be less. 

In addition to conservation by pricing, we have pro-

posed legislation making thermal efficiency standards mandatory 

for new homes and commercial buildings. Such legislation 

would save us an estimated half a million barrels of oil per 

day. 

Also, the President has proposed a 15 percent tax credit 

to every American homeowner who installs or improves insula

tion. This would save us over 500,000 barrels of oil per 

day by 1985. 

Another "incentive" program is our agreement)to be moni

tored under public scrutiny, to increase automobile miles per 

gallon by 40 percent by 1980. By slightly modifying our auto 

emission standards, we can in this way save 1 million barrels 

of oil per day by 1985. 



Finally, we will be working with major appliance manu

facturers to develop a 20 percent average improvement in fuel 

efficiency in home appliances by 1980. This measure would 

save over half a million barrels of oil per day by 1985, and 

goes hand-in-hand with the President's proposal to enact a 

law· to make mandatory energy efficiency lab&Gs on all autos 

and appliances. 



Q. Why not tax new automobiles on a horsepower basis, to 

discourage purchase of "gas-guzzlers" and induce people to buy 

smaller cars with smaller engines? 

A. The immediate problem is to reduce gasoline consumption, 

not to ban large cars from the road. Taxes on new cars based on 

horsepower would not affect the majority of cars on the road 

until 1980, at the earliest, and our critical conservation 

needs are now. Large cars are needed by large families, by 

people who use their cars in business, and for large car 

pools. In these applications, and some others, use of one 

large car can frequently be more efficient than the use of 

several smaller cars. ~t is unfair to penalize large car owners 

who maintain their cars well and use them efficiently. Pur-

chasers of large cars are the least sensitive to price in-

creases, and a reasonable tax would be unlikely to deter many 

purchases. Also, prices of used cars would be driven up, arti-

ficially penalizing low-income families. The Administration 

carefully considered a horsepower tax, and concluded that the 

President's proposals to increase gasoline cost and require auto 

manufacturers to increase gasoline mileage by 40 percent meet 

energy conservation goals more quickly and equitably than 

horsepower taxes. 



Q. How do you know your measures are going to work? 

A. Our proposal will work because people will find it 

preferable to use less energy rather than pay more. Our 

figures show, and there is relative unanimity in the experts' 

opinion, that for each 10 percent increase in price, the 

demand for petroleum drops by about 1 percent. 

We believe that the American people are smart enough 

to decide how to allocate their increased expenses for 

energy rather than have the government decide for them. 

Thus, rather than impose a quota, which causes disparities 

in the marketplace, our program allows free choice by all 

our citizens. 



\ 

Q. Why do we need to conserve energy when gasoline is 

plentiful an9 we have the resources to make this country 

energy independent in the next decade? 

A. The United States is rapidly running out of oil and 

gas resources and unless we take immediate steps to reduce 

-. our consumption of fuel, we will expere1ence greater imports, .....,.. 

more seve~balance of payments problems, and be subject to the 
o.:d.. 

inte~ptions~ blackmail of oil producers. Further, there is 

little we can do to increase supply in the next few years. 

By the end of 1977, we will be importing 8 million barrels 

of oil per day -- 25 percent more than today and more than 

double our dependency only 4 years ago. 

Even if the cartel countries do not impose another 

embargo, their ability to control prices gives them leverage 

over ou~entire economy, and represents a tremendous drain 

-on our national wealth. In 1970, we spent less than $3 

billion on oil imports; in 1974, we spent roughly $25 billion, 

and by 1977, it is estimated that we will pay $32 billion to 

the oil-producing countries. And with those import dollars 

go the jobs that they would otherwise create. 

Our specific goal is to reduce, rather than increase, 

our imports by 2 million barrels a day. 1.6 million barrels 

of that will come from conservation, but the rest will come 

from increasing domestic supply, through coal conversion and 

development of Elk Hills Reserve. 



Q. Some critics have called for a gradually imposed con-

servation program, including the phasing in of oil and gas 

taxes over 2 years, the gradual lifting of price controls, 

and no oil import fee. Wouldn't this be more easily ab-

sorbed in a soft economy than what you have proposed? 

A. The President's energy program takes immediate and direct 

steps ~o reduce our dependence on foreign oil and to cut 

energy demand. 

for the economy 

While a more gradual program would be easier 
j>t<;.f1'C-ttl( O.ffO!,II\vV.C~ f- ~'f 

to absorb, it would the goals set forth by the 
1\ 

President. (And nobody has yet disagreed with these goals). 



Q. What is going to be done about low-income persons 

and the increased rates that they will have to pay? 

A. The President's tax-rebate and tax structure reforms 

will provide low-income people with more money than they will 

spend on the increased energy bills. Further the insulation 

program will be Federally financed, and will result in lower 

heating bills for those who could not otherwise install 

those energy efficiency devices. 



Question: 

Recent opinion polls indicate that the American people favor 
coupon rationing to increases in the price of gasoline. Wouldn't 
rationing be just as effective as price increases, and easier to 
legislate? 

Answer: 

First of all, rationing is a one-sided coin - controlling gasoline 
consumption - whereas our plan will reduce consumption of 
all fuel products, and at the same time stimulate an increase 
in supply. Second, coupon rationing requires the establishment 
of a cumbersome bureaucracy. It would take 4-6 months to 
implement, require 15,00 - 25,000 full-time people to run and 
an additional $2 billion in Federal costs. 

Yet, given the fluid nature of our society, it is probably limited 
to a useful life of no more than two years. The longer a 
rationing program is in place, the more ways people find to 
get around it. 

Also, there would be gross inequities under rationing that could 
not be resolved by any chs sification system we have yet 
devised. For instance, a family of four, with 2 teenage children 
would have a ration of approximately 36 gallons per week, whereas 
a family of four with 2 infants would receive only 18 gallons a week at 
week at the coupon price. 

Another victim of the rationing proposal is the GNP. An 
allocation/ rationing program would create a drop of nearly 
$13 billion in the GNP and would place several hundred more 
workers on unemployment. 

We feel that the only reason rationing is popular is that the 
facts on it are not fully known; anyone who studies it carefully 
will, we think, find it infavor to the President's program. 



Question: 

Why, when you have proposed a windfall profits tax on oil, 
have you neglected to propose a tax on coal profits, especially 
since coal prices have risen so rapidly in the last year? 

Answer: 

It is unlikily that coal profils will increase substantially, 
especially since much of the recent price increase was 
prompted by the new United Mine Workers' contract. 

More important, however, is the fact that approximately 
80o/o of all coal is under long-term contract, where it is not 
possible to raise the price equivalent to the $2 varrel excise 
tax on oil. As for the remaining 20o/o, the price is restricted 
by the limited market for coal, and its producers many simply 
be unable to renegotiate any increases. 

However, the F EA is currently conducting a study on coal 
companies' profits, and if they are found to be excessive, 
measures will be taken to limit them. 



Question: 

More than 60% of nuclear and coal-fired power plants have 
been delayed within the last year. How will the President's 
program turn that around? 

Answer: 

First, for the first time we are going to have facility 
siting legislation, so that the states will have the 
capability to make siting decisions for the whole state 
or region and can oversee local zoning so that their decisions 
will not be overridden. 

Secondly, we have proposed a series of ineasures that would 
improve the ulitities 1 financial situation. That includes 
raising the investment tax credit from 4 to 12% for all 
ulitities for 1 year and extending that dredit to coal and 
nuclear plants for two years. All of this taken together 
Oil & gas platns, in the second year, will have their 
investment credit rate to 7% return in the second year, 
putting them on a par with other industries. 



Q. Your originally calculated that the average family 

would pay an additional $275 per year under the President's 

program. Then you revised the figure to $345 per year. Mean

while, critics have charged that the average family will pay 

a~ additional $800 per year. Why did you revise upward your 

own figure, and why are some saying that the cost will be 

nearly 2 1/2 times as great? 

A. The $275 figure is still the most we feel the program 

will cost the average family in the first year. This includes 

a direct cost -- in petroleum products - of $171 and an in

direct cost of $174. The $345 figure represents what we feel 

is under the worst possible situation, with the highest pos

sible number of indirect costs being passed through to the 

consumer. It represents an additional $70 in increased costs 

that we don't think will ever reach the consumer's pocket. We 

are basing our figures upon historical data, which indicates that 

most businesses and industries -- one example is the auto 

industry -- do not pass through 100% of cost increases. 

The $800 figure mentioned is based upon a different set 

of statistical data, some of which is either erroneous or 

irrelevant. For instance, one calculation used our $345 figure, 

and then added to that the $174 indirect cost which we had al

ready included and arrived at a total of $519. 



Another calculation, the $800 one, included cost pass 

throughs on coal and natural gas, which we don't think will 

occur. 



Q. What is Northeast dependency on oil products? 

A.- Northeast depends on petroleum for approximately 85% 

of its energy requirements versus a United States average of ~6%. 

Q. What are the long run and short run effects of the 

President's program on the regional costs of energy? 

A. The uneven regional effects will be dealt with through 

the existing cost equalization program and lower product import 

fees. In the longer term, regional effects will be handled by 

decontrolling the price of crude oil and thus eliminating any 

petroleum price diffe~tials. 

These measures will mean somewhat higher, but equal, 

energy costs for all sections of the country. 



Q. What is the Administration's plan to help such areas as the 
Northeastern States? 

A. The President has established a lower import fee for petrolewn 

products that the one to be levied on crude oil imports. While the import 

fee schedule for crude oil would rise by $1 on February 1, $2 on March 

1, and $3 on Aprill, there would be no rise in the product import fee 

in February, a 60~ rise on March 1, and a $1. 20 rise on Aprill. 

Since New England and the other Northeastern states use a far greater 

proportion of imported petroleum products to imported crude than does 

the rest of the country, the effect of the differential in import fees will 

be to make the increase in energy costs more equal for New England 

and the Northeastern states. 

,,·'~~ ,: ': 

.; ' ~·· 





WHO TO CALL 

If there are questions about the information contained in this 
book, or if other questions arise, please feel free to call any 
of the following experts for guidance: 

ENERGY 

1. Eric R. Zausner 
Acting Deputy Administrator 
Federal Energy Administration 

2. Bruce A. Pasternack 

\ 
I 

Director, Office of Policy Evaluation 
and Systems Integration 

Federal Energy Administration 

3. Michael Raoul-Duval 
Associate Director 
Domestic Council 

ECONOMY AND TAXES 

1. Dr. Sidney L. Jones 
Counsellor to the Secretary 
Department of the Treasury 

2. ---------------------------------

I' 

Phone: (202) 961-8233 

Phone: (202) 961-6295 

Phone: (202) 456-6560 

Phone: (202) 964-5901 
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Office of the White House Press Secretary 
-------------------------------------~-----------------------

THE WHITE HOUSE 
.. • I ' 

TO THE CONGRESS OF THE UNITED STATES: 

Twenty-six years ago~ a freshman Congressman, a young 
fellow, with lots of idealism who was out to change the 
world, stood before.Speaker Sam Rayburn in the well of 
this House and solewnly swore to the same oath you took 
yesterday. That is an unforgettable experience, and I 
congratulate you all. 

Two days later, that same freshman sat in the back row 
as President rrruman, all charged up by his single-handed 
election victory, reported as the Constitution requires 
on the State of the Union. 

When the bipartisan applause stopped, President Truman said: 

' ' 

"I am happy to report ·to this Eighty-first Congress 
that th

1

e State of the Union is good. Our Nation is better 
able than ever before to meet the needs of the American 
people and to give them their fair chance in the pursuit 
or happiness. ·It is foremost among the nations of the 
world in t~? search for peace.~~_, · 

Today, 'that freshman Member from Michigan stands l'lhere 
Mr. Truman stood and I must say to you that the State of the 
Union is not good. · · · 

Millions of Americans are out of \'lOrk. Recession and· 
inflation are eroding the money of millions more. Prices --·-~ 
z.::-e too high and sales are too slow. 6· Ff.l~·....,, 

r ") , .• _\ 
. ;(;::· .. r-;0 \ 

t~. ~;; more t'' 
• ;~c '~/ 
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This year's Federal deficit \'lill be about $30 billi811; < ;'<.~-,-, 
next year's probably $45 billion. The national debt will ~ 
rise to over $SOO billion. 

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

Some people question their government's ability to make 
the hard decisions and stick with them. They expect Washington 
politics as usual. 

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

We are better able to meet the peoples' needs. 

All Americans do have a fairer chance to pursue 
happiness. Not only are we still the foremost nation in 
pursuit of peace, but today's prospects of attaining it 
are infinitely brighter. 

There were 59,000,000 Americans employed at the otart 
of' 1949. Now there are more than 85,000,000 Americans who 
have jobs. In comparable dollars, the average income of 
the American family has doubled during the past 26 years. 

No_'N, I want to speak very bluntly. I've got bad news, 
and I don't expect any applause. The American people want 
action and it will take both the Congress and the President 
to give them what they want. Progress and solutions can be 
achieved. And they will be achieved. 

My message today is not intended to address all the 
complex needs of America. I will send separate messages 
making specific recommendations for domestic legislation, 
such as General Revenue Sharing and the extension of the 
Voting Rights Act. 

The moment has come to move in a new direction. We 
can do this by fashioning a new partnership between the 
Congress, the White House and the people we both represent. 

Let us mobilize the most powerful and creative 
industrial nation that eve.r existed on tfu,is earth to put 
all our people to work. The emphasis of our economic 
efforts must now shift from inflation to jobs. 

To bolster business and industry a111d to create nevr 
jobs, I propose a one-year tax reductiom of $16 billion. 
Three-quarters would go to individuals run.d one-quarter to 
promote business investment. 

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

-'. . ·. ' . •' . . . ~ ... . ~ 

I call today on the .Congress· to act by April 1. · If ·you 
do; the· Treasury can send 'the first check for half the rebate 
in May and the second by September. · · ·· ... ·. · 

The other one-fourth of the cut, about $4 billion, will 
go to businesses, including farms, to promote expansion and 
create more jobs. The· one-year reducti'o.n for bu::?inesses :' 
would be in the form of a liberalized investment tax· credit 
increasi~g the rate to 12 percent· for all busin_esses •· 

' This tai cut does not include the mor~ fundamental · · 
reforms needed in our tax system. But it points us in the 
right direction -- allowing us as taxpayers rather than the 
Government to spend our pay. · ·· · 

Cutting taxes, now, is essential if we are to turn· the 
economy around. A tax cut offers the bes~·pope of creating 
more jobs. Unfortunately, it will increas-e·· .the size of the 
budget deficit. Therefore, it is more important than eyer 
that we take steps to control the growth of Federal · . , 
expenditures. · 

·rart of our trouble is that we have been self-indulgent. 
For decades, we have been voting ever-increasing levels of 
Government benefits -- and now the bill has come due. We 
have been adding so many new programs that~the size and 
grpwth of the Federai budget has taken ori,~ life of its 
6~. . ' ' 

One characteristic 6f these programs is that their 
cost increases automatically every year· ·becaus~ the number 
of people eligible for most of these benefits increases · 
every year. When these programs are eriacted, there is no 
dollar amount set. No one· ·knows what they will cost. All 
we know is that whatever they cost last year,they will cost 
more next year. · · 

It'is a question of:simple arithmetic. Unless"we check 
the excessive growth of Federal expenditures or 'impos~e. on 
ourselves matching increases in taxes, we will cdntinue to 
run hu~e. inflationary deficits in the Federal budg~t. 

If we project the current built-in momentum o~f Federal 
spending thr·ough the next 15 years, Federal, Stat~,. and ·19c'al 
government expenditures could easily comprise hal.f of our 
gross national product. This compares with less than a third 
in 1975. · · 

more 
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i' am now, in 'the process"-.of'·j,~;paring the budget sub- .. ) 
missions for fiscal year 1976. In tpat bud.get, I will .·· 
propose legislation to restrain the gr:>wth of a number of 
existing programs. I have also.concluded that no new 
spending programs can be initiated thLs year, except_. those. 
for energy. Further, I will not hesitate to ve~o ~ny new 
spending programs adopted by the Congress • 
. '·· 
.. As an· additional step t.oward putting the Fe.de~al 
'government.'s house in. order, I. recommend a five percent 
limit on Federal pay increases in 1975.· In all Government 
programs tied to the consumer price index -- including 
social security, civil service and military retirement 
pay, and food stamps ~- I also propos~ a~one-year maximum 
ipcrease of 5 perc~nt. ., 

. . . . . . 
None of these.recommended.ceiling.limitations, over. 

which the Congress has final authority, are easy to propose, 
because.in.most cases they involve anticipated payments to 
many deserving people. Nonetheless, it must be done. I 
must· emphasize that .. I am not asking you to eliminate, 
reduce or freeze these payments. I am me-rely recommending 
that we s:ow. down the rate at which these payments increase 
and these programs grow. · 

Only . a l"'eduction in the growth in· spending can keep 
Federal borrowing.down and reduce the damage to the private 
sector from high interest rat~s. Only.a reduction in 
spending can make· it possible:sor the Federal Reserve 
System.to avoid an inflationary.growth in the money supp+y· 
and thus restore balance to our economy. A major reduction 
in the growth of Federal spending can help to dispel the 
uncertainty that so many.feel about our economy, and put 
us on . the .way to :curing our· economic· ills.,:. 

If
0

we d6 not ~~t to.slow down.~he ra~e:of increase in 
Federal spending,:· the United States Treasury will be legally 
obligated to spend more thari .$360 billion in Fiscal Year 
1976 -- even if no new programs are enacted·. These are 
not matters of conjecture or prediction, but again of simple 
arithmetic. The size of these-numbers and-their implications 
for our everyday life and the health of our economic system 
are shocking. 

I submitted-to the las~ Cong~ess a list of budget 
deferrals and recisions. There will be more·cuts recom
mended in the .budget I vdll submit. Even so, the level,-
of outlays for, fiscal year 1976 is .. still ~~ch too high4 
Nof only is it·. too high for this year but the decisions 
we make now inevitably have a major and growing impact on 
expenditure levels in future years. This is a. fundament~l--~~-;~-· .... , 
issue we must jointly solve. ./~ ~-· '·· ,~·,~,·"'\ ) 

i......, ,~ ' # 

( ll(j ..... - '. ~ 
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The economic disruption we and others are experiencing 
stems in part from the fact that .the world price of petroleum 
has quadrupled in the last year. But '.'le cannot put all of 
the blame on the oil-exporting nations. We in the 
United States are not blameless •. Our growing dependence 
upon foreign sources has been adding to our vulnerability 
for years and we did nothing to prepare ourselves for an 
event,·: such as the embargo of 1973. 

,v,. ·. 

During the 1960s, this country had a surplus capacity 
of crude oil,.which we were able to.make available to.our 
trading partners whenever there was a disruption of supply. 
This surplus capacity enabled us to influence both supplies 
and prices of crude oil throughout the world. Our excess 
capacity neutralized any effort at establishing an effective 
cartel, and thus the rest of the world was assured of 
adequate supplies of oil at reasonable prices. 

In the 1960s, our surplus capacity vanished and, as a 
consequence, the latent power of the oil cartel could emerge 
in full force. Europe and Japan, both heavily dependent on 
imported oil, now struggle to keep their economies in 
balance. Even the United States, which .is far more.self
sufficient than most other industrial countries, has been 
put under serious pressure. 

I am proposing a program which .will. begin to restore 
our country's surplus capacity in total energy. In this 
way, we will be able to assure ourselves reliable and 
adequate energy and help foster a new world energy stability 
for other major consuming nations. 

But this Nation and, in fact, the ~rld must face the 
prospect of energy difficulties between JrlOW and 19 85. This 
program will impose burdens on all of us: with the aim of 
reducing our consumption of energy and ~ncreasing pro
duction. Great attention has been paid to considerations 
of fairness and I can assure you that the burdens will not 
fall more .harshly on those less .able to ±lear them. . 

I am recommending a plan to make u.s; invulnerable to 
cut-offs of foreign oil. It will.requi~e sacrifices. 
But it will work. · 

I have set the following ·national emergy goals to 
assure that our future is as secure and ~reductive as 
our past: 

I<,irst, we must reduce oil impor·ts by 1 million 
barrels per day by the end of tthis year and by 
2 million barrels per day by tme end of 1977. 

more 
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Second, we must end ·vulnerability to economic 
,-;. . di$ruption by foreign suppliers by 1985. 

. . .. .. .. . .. ' ·. ~ .::._.:··,·~-- .. ~---· -~ ~ 

~ .. 

_-- ·,! 1lii~·ct·;. we ··;ust develop our erl:ei:gjr~techno-logy 
.and.resources so that the United States has 
the. ability to supply a signifi-cant share of 

. tne. energy .. needs of the Free :world by the end 
of' this 'century. - ·-::- .:. : ' ···-r.· · · · .. · 

. ,. ·.· ... ,... :· 

' 

To attain these objectives, we need iinmediateaction 
to cut i~~orts. Unfortunately, in the short-term there 
are ·only. a limited number of actions which can increase 
domestic supply. I will press for all of them. .. 

I urge quick action on legislation to allow commercial 
production at the Elk Hills, California, Naval Petroleum 
Eeserve. In ·order that we make greater use of.domestic coal 
resources, I am submitting amendments to the Energy Supply 
and Environmental Coordination Act which will greatly 
increase the number of power plants that can be promptly 

.converted to .coal. · ·· · 
. ~ . ~ .. ,, 

. - . 

· · Voluntary conservation coritinue.s to be essential, but 
to.ugher programs are also needed -- and needed now. There
fore, I am using Presidential powers: to raise the fee on 
all imported crude oil and petroleum products. Crude oil· 
fee levels will be increased $1 per barrel on February 1, 
by $2 per bar:.:·el on March 1 and by $3 per barrel on April 1. 
I will ·take action to reduce undue hardshlD on any; geo
graphical region. The foregoing are inte.:·im administrative 
actions. They will be rescinded when the necessary 
legislation is enacted. · - · · 

.. '; .. 

To that end, I am requesting the Con;;ress to apt.within 
90 ·days on a more comprehensive energy ta:r: program •. _:_ It· 
1'ncludes·:· .'~. ; I r' 

. ,.. . --~.; . 

' :· _:. :. ' ·~ ' •,• I •: 

..;..;_.Excise·taxes and import fee.s totalling $2 per 
·: · .. ·::~:~·._·,b.:~~~~~ ·on product imports, ... ap_~· on all crude oil. 

Ueregulation of new natural gas 1ind·enactment of 
a natur,<;tl gas excise ta,x. 

. ... : .· ~ ~ . ·'. .. . ···1. ·-:-. ·. •. 

-.-. Enactment of a windfall profits tax b-y April: r· · 
to ensure .. that oil producers do n:t profit · 
unduly., At the same time I plan :.a take 

'·Presideritial initiativ~ to decont~oi the ·price 
o·f domestic crude oil on April' 1. -· - .. ·· · · :·""= 

more 
·. ( 
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·- The sooner Con.gress acts, the more effective the oil 
··conservation program will be and. the quicker the Federal .. 

revenues can be returned_ to ~ur. people •. 

.. I am prepared to use Presidential authority to limit 
·imports·, a~: necessa~y, to assur~ the succ~ss:~f this program. 

I want you to know that before deciding on my'energy 
conservation program, I considered rationing and higher 
gasoline taxes as alternatives. Neither would achieve 

:.' the· desired results· and both would produce unacceptable 
inequi~ies. · '· · · 

A massive program must be initiated to increase energy 
supply, cut demand and provide new standby emergency 
programs to achieve the independence we want by 1985. 
The largest part of increased oil production must come 
from new trontier areas oti the Outer Continental Shelf 
and from the Naval Petroleum ·Reserve No. 4 in Alaska. It 
is the intention of this Adminiirb:·at:icn to r.C"'Te a:~E:e.c! ~:rith 
e~ploration, leasing and p~oduction on those frontie~ 
areas of the Outer Continental Shelf where the .environ-
mental ·risks are acceptable. ' 

Use of our most abundant domestic resource -- coal 
is severely limited. \<le must strike a reasonap,le compror:1ise 
ort environmental concerns with coal. I am submitting Clean 
Air Act amendments which will allow gr~ater coal use with
out sacrificing our clean air go~ls. 

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

I am proposing a number of actions to energize our 
nuclear power P.I'Ogram. I will submit legislation to . 

. '.'expedite nuc~ear licensing and the rapid selection of sites~ 

In recent months, utilities have cancelled or postponed 
over 60 percent of planned nuclear expansion and 30 percent 
of planned addit-ions t.o non-nuclear capacity. Financing 
problems for that industry are growing worse. I am there
fore recommending that the one year investment tax credit 
of 12 percent be extended an additional two years to 
specifically speed the construction o~ power plants that 
do not use natural gas or oil. I am also submitting 
proposals for selective. changes in State utility commission 
regulations. 

mo~e 
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To provide the critical stability for our domestic ') 
energy production in- t;h~ face of world price· -uncertainty, 
I will .request legi_slation ·to- authorize and require tariffs, -" 
import quotas or price floors .. to prot(:Ct our energy prices 
at levels which will achieve energy independence. 

. . . . . . .... ~. .... " ~ . ~ 

··.··r·· .' Increasing energy s_upplies is ~-ot enough. We must also 
take additional steps to cut long-term consumption. I 
therefore propose:, .-: · ... , · '~, 

- . . ' 

Legislation to make thermal efficiency standards 
.mandatory for all new buildings in the United States. 
These standards would be set after appropriate 
consultation with architects, builders and labor. 

A'new tax credit of up ~o $150 for those home 
owners who install insulation equipment. 

The establishment of an energy conservation 
program to help low income.· families purchase 
insulation supplies. :· 

·-
,Legislat.ion to modify and defer automotive 

.· .. " 

pollution standards for 5 years to enable us . 
to improve new automobile gas mileage 40 percent 
by 1980. . , 

. ~· . . . . ; .. .. . . ' 

These ':Proposais and actions' cumulatively' can reduce 
our dependence on foreign energy supplie~ to 3-5 million 
barrels per day by 1985. To make the United States 
invulnerable to foreign disruption, I propose standby 
emergency legislation and a strategic storage program of 
1 billion barrels of oil for domestic needs and 300 million 
barrels for defense purposes. . · 

I will ask for the funds needed for energy research 
and development activities-. I have estab.lished a goal of 
1 million barrels of synthet~c fuels and shale oil production 
per day by 1~85 to~ether with an incentive program to achieve 
it. 

· · .. r· believe in Am~rida 's c'apabilities •. Within the· next 
ten_years, my program envisions: 

200 .. ,:tnaj or nuclear power plants, 

-- -25(f major new. ·coal mines, .. 

·.:. 

150 majbr coal-fired power plants, 

30 major new oil refineries, 

more 
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20 major new synthetic fuel plants, · 

the drilling of many thousands of"new oil wells, 

the insulation of 18 million homes, 

·, 
and construction of millions of new automobiles, 
trucks and buses that use much less fuel. 

We can do it. In another crisis --the one in 1942 
President Franklin D. Roosevelt said this country would 
build 60,000 aircraft. By 1943, production had reached 
125,000 airplanes annually. . . · 

If the Congress and the American people will work with 
me to attain these targets, they will be achieved and· 
surpassed. · 

From adversity, let us seize opportunity. Revenues of 
some $30 billion from higher energy taxes designed to 
encourage conservation must be refunded to the American 
people in a manner which corrects distortions in our tax 
system wrought by inflation. 

People have been pushed into higher tax brackets by 
inflation .with ~ consequent reduction in thei~ actual 

/ spending power. Business taxes are similarly distorted 
t because inflation exaggerates reported profits resulting 

"--'..... in excessive taxes. 

Accordingly, I propose that future individual income 
taxes be reduced by $16.5·billion. This will be done by 
raising the low income aliowance and reducing tax rates. 
This continuing tax cut will primarily benefit lower and 
middle income taxpayers. 

For example, a typical family of four with a gross 
income of $5,600 now pays $185 in Federal income taxes. 
Under this tax cut plan, they would pay nothing. A family 
of four with a gross income of $12,500 now pays $1,260 in 
Federal taxes. My plan reduces that by $300. Families 
grossing $20,000 would receive a reduction of. $210. 

Those. with the very lowest incomes~ \·<ho can least 
afford highe'r 'costs, must also be compensated. I propose . · 
a payment of $80 to every person 18 years of age and 
older in that category. 

State and local governments will receive $2 billion 
in additiona·l :r·evenue sharing to offset their increased 
energy costs. 

more 
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.. To offset inflation~ry . distortions. and to generate , ) 
more'. economic activity' the corporate tax rate: \'fill .be -. ... / 
reduced from 48 percent to,42 percent • 

. Now, let me turn to the international dimension of the 
present cris~s. At no time in.our peacetime history has 
the state of· the Nation depended more heavily on the state · 
of the world. And seldom if ever has the state of th~ 
~orld·depended more heavily on the state of our Nation. 

: ! . ~ '. ' . ~ • : • . 

•· The economic 'distress ·is. ·global. . \-Ie will not solve 
it at home unless we help to remedy the proround economic 
dislocation _abroad. World tr.ade and monentary· structure 
p·rovides markets·, energy, fo'od and vital raw materials 
for all nations. This international system is now in 
jeopardy. 

· This Nat.ion can be proud of significant achievements 
in recent years 'in solving problems and cz~.:.ses ~ The Berlin 
Agreement:,: tpe SALT agre·ements, our new relationship with 
China, the unprecedented efforts in the Mj.ddle East -- are 
immensely encouraging. But the world. ls r.ot free from 
crisis. In a world of 150 nations, where :uclear technology 
is proliferating arid regional conflicts c!· -~1nue, inter
national security cannot be taken for gr2 .. 2j. 

·'so let there· be no mistake about it: i?ite.l'national 
cooperation is a vital fact of our lives ~:.::a.y. ·This is 
not a moment for the American people to t{t.n-inward. 
Here thim ever· bef6re, our own well;·being :Apends on 
America'~-deter~ination and leadership in :he world .. . . -. ~-,. . 

'. 
··We ~rea-great Nation-- spirituallY: ~olitically( _., 

militarily, diplomatically and economical:··. America's 
commitment to international security has · .: .. :;:.a:l.,ned, tl)e 
safety of.allies and friends in many area~-- ~ri th~, . 
Mi<;lc,ile East, in Europe, in Asia. Our turr:ing awp.y woulq .... 
uri leash new ·instabilities and dangers -aro:.:~;(l the glohe . 
which would,· in turn, threaten our oi-m ss. ~ ... :ity. · 

: .. ·• i "' 

At the end of Worid War II, we turnec~ a similar 
challenge into an historic ac_hievement. !.n old order was 
ln disarray; political and economic inst:1. ·t:jons were 
shattered. In that period, this Nat~on a. '. its partriers 
built new institutions, new mechahisms of ~tual support 
and cooperation. Today, as then, we face .n-historic 
opportun1ty. If we act, im~ginatively an: toldly, as we 
acted theri, this period_will in retrospec ~e seen as one 
of the great creative moments of our histc ~·y. 

The \'Thole world is watching to see ho'tl we 

more 



·' . •' 
A resurgent American economy would do more ·to restore 

the confidence of the world· in its own future than anything 
else we can do. The program that this Congress will pass 
can demonstrate to the world that we have started to put 
our own house in order. It,can show that this Nation is 
able and willing to help other ·nat·ions rrieet the common 
challenge. ilt can demonstrate that the Un~ted States 
will fulfill its responsibility as a leader among nations. 

: - . 

.. L At ·stake is ··the future of the ind·ustr:talized democracies, 
which have perceived thefr destiny in common and sustained 
·it in common for 30 years. 

·. · ·. · The developing nations are also at a turning pofnt. 
The poorest nations see their hopes of feeding their hUngry 
and developing their societies shatter-ed by the 'economic. .. ' 
crisis. The long-term economic futurP. for the produce~s 
of raw materials also depends on cooperative solutions. 

Our relations with the Communist countries ar~ ~-basic 
factor· of; the world environment~ We must Be~k· to build_a . 
long-te·rm basis for coexistence. We will stand by our 
principles and our interests; we will act firmly whe~_ 
challenged. The kind·~r world we want de~ends on a broad 
policy of creating mutual incentives for restraint and 
:fo1 .. cooperation. · · · · 

As Ne move· forward to meet our global. challenges. and 
opportunities, we must have the tools to do the job. 

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

: ~ . 

· ·Military- st~ength alone is not sufficient. Effective·· 
diplomacy is also essential in preventing ·conflict and 
build-ing·· world understanding. The Vladivostok negotiations 
with the Soviet Union represent a major s'tep in moderating 
Rtrateg1o o.rme competition. l\1y recent dj.s ~~·ussions with 
leaders of the Atlantic Community, Japan a:1d South Korea 
have contributed to our meeting the common challenge. 

But we have serious problems before us that require 
cooperation between the President and the Congress. By 
the Constitution and tradition, the execut:Lon of foreign 
policy is the responsibility of the Presiden~. _ 

; 
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In recent years, under the stress of the Vietnam Uar, 
legislative restrictions on the President's capability to ·) 
execute foreign and military decisions have proliferated. 
As a member of the Congress, I opposed some and approved 
others. As President, I welcome the advice and cooperation 
of the House and Senate. · · 

But, if our foreign policy is to be successful we 
cannot rigidly restrict in legislation the ability of the· 
President to act. The conduct of negotiations is.ill · 
suited to such limitations. For my part, I pledge this 
Administration will act in the closest consultations with 
the Congress as we face delicate situations and troubled 
times throughout the globe. 

When I became President only five months ago, I promised 
the last Congress a policy of communication, conciliation, 
compromise and cooperation. I renew that pledge to the new 
members of this Congress. 

To sum up: 

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

--; put the unemployed back to vwrk; 

increase real income and production; 

.-- restrain the growth of government spending; 

achieve energy independence; and 

advance the cause of.world understanding~ 
. ' 

We have the ability. We have the know-ho"l'l. In part-
nership .with the American people, we will achieve these 
objectives. 

As our 200th anniversary approaches, we owe it to 
ou1•sel ves, and to posterity, to reb.Uild our political and 
economic strength. Let us make America, onie again, and 
for centuries more to come, what it has so long been -- a 
stronghold and beacon-light of liberty for the world~ 

' .._ ' - ~ -~' ,.' 

THE WHITE HOUSE, 

January 15, 1975. 
''· 

.. 
GERALD R. P.ORD 
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