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Department of theTREASURY
SHINGTON. D.C. 20220 - TELEPHONE W04-2041

FOR IMMEDIATE RELEASE January 3, 1974

TREASURY'S 52-WEEK BILL OFFERING

The Treasury Department, by this public notice, invites tenders for 
$1,800,000,000? or thereabouts, of 364-¿ay Treasury bills for cash and in exchange 
for Treasury bills maturing January 15, 1974 ? the amount of $1,803,975,000.
The bills of this series will be dated January 15, 1974 , and will mature
January 14, 1975, (CUSIP No. 912793 VF0).

The bills will be issued on a discount basis under competitive and noncom­
petitive bidding as hereinafter provided, and at maturity their face amount will 
be payable without interest. They will be issued in bearer form only, and in 
denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the closing 
hour, one-thirty p.m., Eastern Daylight Saving time, Wednesday, January 9, 1974. 

y Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 

)$5,000. In the case of competitive tenders the price offered must be expressed on 
^the basis of 100, with not more than three decimals, e.g., 99.925. Fractions may 
not be used. It is urged that tenders be made on the printed forms and forwarded in 
the special envelopes which will be supplied by Federal Reserve Banks or Branches 
on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
banking institutions will not be permitted to submit tenders except for their own 
account. Tenders will be received without deposit from incorporated banks and trust 
companies and from responsible and recognized dealers in investment securities, 

i Tenders from others must be accompanied by payment of 2 percent of the face amount 
of Treasury bills applied for, unless the tenders are accompanied by an express 

I guaranty of payment by an incorporated bank or trust company.

(OVER)
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Immediately after the closing hour, tenders will be opened at the Federal Reserve 
Banks and Branches, following which public announcement will be made by the Treasury 
Department of the amount and price range of accepted bids. Only those submitting 
competitive tenders will be advised of the acceptance or rejection thereof. The 
Secretary of the Treasury expressly reserves the right to accept or reject any or 
all tenders, in whole or in part, and his action in any such respect shall be final. 
Subject to 1:hese reservations, noncompetitive tenders for $200,000 or less without 
stated price from any one bidder will be accepted in full at the average price (in 
three decimals) of accepted competitive bids. Settlement for accepted tenders in 
accordance with the bids must be made or completed at the Federal Reserve Bank on 
January 15, 1974 in cash or other immediately available funds or in a like
face amount of Treasury bills maturing January 15, 1974 . Cash and exchange
tenders will receive equal treatment. Cash adjustments will be made for differences 
between the par value of maturing bills accepted in exchange and the issue price of 
the new bills.

Under Sections 454(b) and 122l(5) of the Internal Revenue Code of 1954 the amount 
of discount at which bills issued hereunder are sold is considered to accrue when the 
bills are sold, redeemed or otherwise disposed of, and the bills are excluded from 
consideration as capital assets. Accordingly, the owner of Treasury bills (other thaiJ 
life insurance companies) issued hereunder must include in his income tax return, as 
ordinary gain or loss, the difference between the price paid for the bills, whether 
on original issue or on subsequent purchase, and the amount actually received either 
upon sale or redemption at maturity during the taxable year for which the return is 
made.

Treasury Department Circular No. 418 (current revision) and this notice, pre­
scribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.



AGENDA FOR PRESS CONFERENCE 
December 27, 1973

1.

2 .
3.
4.
5.

6.
7.
8 .

9.
10.
11.
12.

Review of weekly situation report, including discussion 
of the revised energy shortfall forecast (Petroleum 
Situation Report, Dec. 14 - E-73-36)

Talking Points, Strategies and Gasoline Rationing
Gasoline coupon Rationing (Fact Sheet - E-73-37)

Domestic airlines (Press release E-73-38)
Status of regulations (Press release E-73-39)
Coal switching (Press release E-73-40)

Tankers for New England (Press release E-73-41) (Talking Points) 
Energy conservation

a) TV Public Service Spots (Press release E-73-42)

b) Chamber of Commerce Campaign (Press release E-73-43)

c) Voluntary driving restrictions by high school
students (Press release E-73-44)

Key energy legislation needed (Press release E-73-45)
Talking Points, Impact of Doubling Crude Oil Price 

Economic Advisory Group appointed (Press release E-73-48)

Last week Press Conference follow-ups (Press release E-73-46)
a) Iranian oil

b) IRS sweep

c) Additional material on 10-gallon request and
Bureau of Census Report (Press release E-73-47)



PETROLEUM SITUATIONJIEPORT
kWEEK ENDING DECEMBER 14,19731
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FEDERAL ENERGY OFFICE



SUMMARY

This weekly situation report provides updated information on 

supply, demand, imports and inventory changes for the week ending 

December 14 / 1973. Also included in this week's report is a revised 

estimate of the petroleum shortage due to the Arab embargo in the 

first quarter of 1974.

Revised Shortage Estimate
Estimating the level of U.S. petroleum shortages due to the 

Middle East embargo is highly dependent on supply, demand and inventor* 
assumptions. In general, the diversity in published forecasts has bee* 
due to different assumptions with respect to these variables. Based 

on a review of actual events during the last two months and a more 
detailed analysis of historic inventory fluctuations, the original 

shortage estimate, completed in mid-October and published in early 

November, has been updated. This revised forecast is for January, 
February and March of 1974. Different assumptions can still yield low* 

shortage estimates, but the forecasts provided below utilize assumption 

which FEO believes to be the most realistic.
The responsible approach to national energy policy planning is t0 I 

e the worst, but still realistic impact? to do otherwise could leave 

the U.S. with lower inventories later in the year and hence more 

vulnerable to unexpectedly high demand or reduced imports.
The results of FEO's revised forecasts are discussed below. Morel 

detailed, product by product estimates for all of 1974 and complete 

documentation of these forecasts will be published within a week.
The revised estimated first quarter petroleum shortage is 2.72 

million barrels per day (13.6% of demand), as compared to 3.27 millionI 

barrels per day (16.3% of demand) estimated previously. It should 

be noted that with a continued embargo, the forecasted
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shortage is 3.1 million barrels per day in the second quarter 

of 1974 and averages almost 3.2 million barrels per day for 
the remainder of 1974. These increased shortages in the latter 
quarters of 1974 are due to expected seasonal drops in imports and 
the lack of excess inventories which were consumed in the 

first quarter of 1974.
The reduced shortfall estimate of 550,000 barrels per day 

for the first quarter is due to a number of factors.

FACTORS AFFECTING SUPPLY
. Higher than expected imports and reduced demand in the 

fourth quarter have resulted in larger than expected 
inventories. These inventories can be used to reduce 
the shortfall during the first quarter of next year.

. Estimated imports are increased by 180,000 barrels per 
day for the first quarter of 1974 to account for greater 
than expected foreign supplies, primarily from 

Venezuela.
. Greater supplies are available for consumption if 

inventory levels are allowed to drop to the minimum 
operating levels cited by the National Petroleum 

Council (NPC). The old forecast assumed higher 

inventory levels.
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FACTORS AFFECTING DEMAND
Total unconstrained demand has also been recalculated 

using more sophisticated estimating techniques. While 
individual product demands show significant changes, the 

aggregate demand estimate remains substantially unchanged 
from previous figures. This demand is that which would have 

occurred without an embargo and does not reflect possible 
continuation of abnormally warm weather, conservation actions 

by the public|or the possible dampening effect of more 
rapidly rising prices. To the extent they occur, these actions 

would reduce the estimated petroleum shortage. The impact of 
demand changes are reflected in Table III, which estimates the

effect of FEO's policies on expected demand.
Tables I and II summarize the original forecast and the 

revised estimate discussed above. Also shown is a third, more 
optimistic, forecast with a significantly smaller shortfall.

This estimate was obtained by assuming:
- additional imports of 500,000 barrels per day
- inventory drawdowns to 5% below NPC minimum inventory 

levels.
The net effect of these conditions is a shortfall of 1.9 

million barrels per day for the first quarter. For the next two 
quarters of the year, the shortfall rises to approximately 2.6 

million barrels per day. The rapid rise in the shortfall is due



T A B L E  I

Ü.S. SUPPLY AND DEMAND FOR PETROLEUM PRODUCTS FOR THE FIRST QUARTER OF 1974
(thousand barrels per day)

Original
Forecast Revised Forecast

Estimate with Increased Imports 
and Inventory Drawdowns

Demand
19,966

New estimations by 
product - more 

20,006 detailed analysis

Assumed unchanged,could 
be reduced by conserva­
tion , weather or 

20,006 increased prices

Supply
From domestic sources 

From imports 

Change in inventories

13,216

4,755

724

11186 Minor Accounting 
' Changes

4932 Higher import from
Carribean, based on 4th 
Quarter results 

3.167 Higher starting
inventories and inven­
tory drawdowns to 
NPC minimums *

13,186

Imports assumed 500,0001 
5,432 b /D hiqher, they would be higher with less effective embargo.
1,455 Ending inventories 5% 

below NPC estimated 
minimum

Demand/Supply Deficit 
(As percent of total)

3.271
(16.4%)

2,721
(13.6%)

1933
(9.6%)

* Original forecast assumed historical levels.



TABLE II

REVISED FIRST QUARTER SHORTAGE ESTIMATES

Shortage Assuming 
Increased Imports a

Product Original Forecast Revised Estimate Inventory Draw Dowrl
(000 B/D) % demand (000 B/D) % demand (000 B/D) % demandl

Gasoline 700 11% 760 11% 516 7.7%

Jet fuel
(Kero)
(Naptha)

400 32% 340
(150)
(190)

(15%)
(52%)

291
(112)
(179)

(11.9%)
(49.4%)

Distillate 900 19% 340 8% 201 4.7%

Residual 860 24% 810 23% 598 16.8%

Other 410 10% 470 11% 327 7.1%

TOTAL 3,270 16.3% 2,720 13.6% 1,933 9.6%

c
o
V
>
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to our inability to continue using inventories at the same 

rate as in the first quarter and expected seasonal reductions 
in import levels. Also,the estimates do not take account of 

major actions which may be needed to deal with the shortages 

after the first quarter. Reductions in demand due to the 
effects of higher prices, favorable weather conditions/or 
unexpected conservation actions could reduce the shortfall 

even further.
In developing programs to deal with the shortage, the 

worst, but still realistic impact must be used. While 

inventory drawdowns and more imports might significantly 
reduce the expected shortfall, contingency planning should, not 
be based; on an optimistic scenario. Further, using the more 

optimistic estimate would leave our inventories at lower levels 
later in- the year and hence the U.S. would be more vulnerable 

to unexpectedly high demand or further decreases in imports. 
Consequently, the shortage estimate of 2.7 million B/D is being 

used by FEO in planning its allocation and mandatory conserva­

tion actions.
The shortage estimate of 2.7 million barrels per day/and the 

changes in individual product shortages/necessitate revision of 

some FEO proposed programs to meet the shortfall. Allocation 
regulations, mandatory conservation and refinery product shifts 

are still needed, but the magnitude of the reductions and 

shifts must be modified. Table III summarizes the revisions 
contemplated at this time. The following changes are needed:



Table III

SHORTFALLS AMD STRATEGIES, FIRST QUARTER 1974 
(Quantities In thousands of barrels per day)

Gross Shortage

Product

Thous. 
Bbls. 
per Day

Percent of
Unconstrained
Demand

Actions Taken or Announced

Action
Fuel
Saving

Shift in 
Refinery 
Output^-

Net
Shortage

Potential
Actions

Kerosene Jet 
Fuel

154 15% Reducing airline usage to 95% 
of 1972 levels. (Allocation 
Regulations)

200 -50 ~ —

Naptha Jet 
Fuel

187 52 187

Gasoline 759 11 15% reduction in usage 
(Allocation Regulations)
55 m.p.h. speed limit, Sunday^ 

station closings

900

(200)

-487 346 Draw down inventories 
15% below historical 
averages; price increase 
tax increase, or coupon 
rationing

Distillate 
Fuel Oils

339 8 Reduction of 6° in residential 
and 10° in commercial heating 
(Allocation Regulations)

500 -161 **

Residual 
Fuel Oil

812 23 Oil to coal switch in some power plants 
wheeling, base loading 
6 °/10° heating reduction 
(Allocation Regulations)
Daylight Savings Time

100
100
125

50

437 Excessive use taxes on 
. electricity, natural gas

Other
Petroleum
Products

470 U Petrochemical feedstocks receive 
1007. of current needs, remaining 
petroleum products are allocated 
available supplies.

396 74

TOTAL 2,721 14 2,399 • • 346

^Cost of Living Council regulations published December 4 encourage refinery shift; projected shifts remain to be validated. 
^Actions taken to restrict demand, but impact is subsumed in supply restriction through allocation program.
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- A refinery shift of 460,000 barrels per day from 

gasoline to other products is required, rather than 

the 700,000 originally estimated.
- More fuel can be allocated to commercial aviation, 

thereby reducing commercial flight cutbacks (a 5% 

reduction below 1972 use will now be required).
Several major programs still remain unchanged and are 

critically important.
- The forecasted distillate shortage requires an 

allocation program to provide fuel consistent with 
6° and 10o temperature reductions in homes and 

commercial establishments,respectively.
- The major shortfall in residual oil still requires 

switching powerplants from oil to coal and implementing 

many electricity conservation measures , including 

Daylight Savings Time, industry energy audits and 
conservation, and reduced residential electricity usage

- After the refinery shift from gasoline to other 
products, the gasoline shortfall of 1.2 million 

barrels per day will still require major actions, 
including reduced allocations, mandatory conservation, 

and possibly rationing or other stringent actions.
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RESULTS FOR WEEK ENDING DECEMBER 14
Table IV summarizes the latest data on supplies, demand, 

imports and inventory changes for the week ending 
December 14, 1973. The table shows the latest week, and the 

latest month. While the weekly statistics are the most 
recent, the monthly average may be more meaningful because it 

is not as susceptable to major random fluctuations. As 

indicated in the tables:
- Consumption is 600,000 barrels per day below forecast for 

the current week and 900,000 B/D below for the last four 

weeks.
— Imports for the week are still 400,000 barrels per day above 

the average expected for the quarter, and 600,000
barrels per day above the forecast for the latest month.

The consumption estimates presented are really apparent 
demand,not actual demand. These estimates are withdrawals from 

primary stocks (those held by the refiners) and hence they may 
not truly represent actual demand, particularly on a weekly 

basis where movements into secondary stocks or other 
actions may be reflected in the statistics. Also due to 
logistical considerations, actual demand reductions may take 
time to be reflected in changes in the apparent demand numbers 

presented. Unfortunately, national demand changes cannot be accurate! 

measured on a weekly basis. To do so would require a much larger



TABLE IV
ENERGY SCORECARD

ESTIMATED SHORTAGES

Last Quarter 1973: 1*4 million B/D*

First Quarter 1974: 2.7 million B/D

*Not Reestimated

1/ Apparent demand, see explanation in text. 
?/ Increase.
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reporting system of changes in all secondary stocks, i.e., 

inventories held by heating oil dealers, industry and 

gasoline stations. However, it is possible to provide a 
sample of actual demand changes which are taking place* and several 

are presented in the main body of this report. For example:
- For 80,000 homes in Massachusetts, consumption of home 

heating oil ranged from 11.4% to 14.9% below last year, 

after adjustments for the weather.
- For Consolidated Edison in New York City, latest 

figures indicate that demand is 7.7% and 13% below 
expected levels for electricity and steam use respectively.

More comprehensive demand statistics will be provided in 

future situation reports.



PETROLEUM SITUATION REPORT 
Week Ending December 14, 1973

This continues a series of weekly reports on the petroleum situation.

It is based on actual results for the week ending December 14, as reported 
by the American Petroleum Institute, compared with the Federal Energy 

Office forecast for the fourth quarter of 1973 and the first quarter 

of 1974.

The best way to assess the current situation is to see how the projected 

gap between demand and supply is closed. Part of the gap may be closed 

by importing more than forecast. Another part may be closed through 
increasing domestic production above the forecast. Still another part 

of the gap may be closed by reducing consumption below the forecast level. 

Finally, the remainder of the gap is closed by reducing inventories faster 

than forecast.

The first two charts indicate how the gap between projected demand and 

projected supply was closed in the week ending December 14 and in the 

four weeks since November 17. The first bar on each chart shows the 
problem: the gap of 1.4 million barrels of oil per day, as originally 

forecast, augmented by a failure of domestic production of crude oil to 
reach even the forecast level. The second and third bars in each of these 

charts show the effects of actions and events in closing the gap. For the 

current week, as shown on Chart 1, reduced demand and increased imports 

each closed approximately one-third of the total gap, leaving one**third



to be closed by a more rapid reduction of inventories than was forecast.

For the four weeks since November 17, as shown on Chart 2, the total 

gap was exactly closed by a combination of reduced demand and imports 

above the forecast. The result was that inventories were drawn down at 

exactly the forecast rate.

Imports
The imports situation, Chart 3, shows actual imports week by week through 

December 14, and two projections through the end of the fourth quarter.

The projection marked "original forecast" shows the path imports would 

have had to follow to reach the originally forecast average level of 
5.6 million barrels per day for the fourth quarter. A revised outlook, 

based on actual data through November 30, has been included since the 

report for November 30. This outlook, also shown on the chart, indicates 

a delay of about two weeks in the impact of the interruptions.

Imports for the week ending December 14 continued at a level far above 

forecast. Also, the API has revised substantially upward its report of 

imports for the week ending November 30. This revision is due to revised 
estimates provided by petroleum companies to the API. As a result, imports 

for the past four weeks have remained in the range of 5.9 to 6.2 million 

barrels per day. This is substantially below needed imports of 6.8 million 

barrels per day, but it is far above the level of about 4.6 million to 

which imports were expected to decline as the boycott became fully effective.

2



The demand situation
Demand for four major petroleum products was 3.8 percent below forecast 

for the week ending December 14, and 6.2 percent below forecast for the 
four-week period since November 17, as shown in Chart 4. Demand for 

gasoline was 7.9 percent below forecast in the latest week, and 5.6 percent 

below forecast for the latest four-week period. This tends to confirm 

the finding, first advanced in the two previous situation reports, that 

the conservation measures applied to gasoline have in fact taken hold, 

and that they are producing significant savings.

The largest difference between actual and forecast demand is in jet fuel, 

where demand has been running some 25 percent below forecast for the last 

four weeks. The principal reason is that the Defense Department request 

under the Defense Production Act, estimated to account for about 15 percent 

of total demand for jet fuel, was not yet being filled in significant 
quantities.

Demand for distillate fuel oils wa$ 9,1 percent above forecast for the 
latest week, compared to 1*3 percent below forecast for the week ending 

December 7. The increase, was apparently due to the colder weather 

experienced during the week ending December^16, when, the average number of 

degree days, weighted to reflect use of oil heating, was only 1.7 percent 

below normal. This return to seasonably cold weather is a departure from 

the unseasonably warm weather experienced this fall to date. It is also

3



not surprising that demand for distillate fuel oil is now above the forecast 

average for the fourth quarter as a whole, as this forecast encompasses 

the warmer months of October and November. If the forecast were made on 
a monthly basis, as future demand forecasts will be made, the actual 

demand would be at or below the forecast level. This is confirmed by a 
report for 80,000 homes throughout Massachusetts, where consumption of home 

heating oil during the first ten days of December ranged from 11.4 percent 

to 14.9 percent below last year, after adjustment for differences between 

this year’s and last year’s weather.

Demand for residual fuel oil continued at a level slightly below forecast. 

Electric utilities, which account for more than half of total demand for 
residual fuel oil, have been conserving it in two ways: first, by generating 

as much electric energy as possible in coal-fired plants instead of oil- 

fired plants; and second, by cooperating with efforts to reduce the use 

of electric energy, thus reducing the total amount of fuel needed to 

generate electricity. A recent energy conservation boxscore for Consolidated 

Edison, the utility having the Nation’s largest electricity and steam sendout, 

appears as Chart 5. It shows that conservation efforts in electricity and 
in direct steam sales have had increasing impact, and that they contribute 

toward reducing the demand for petroleum.

Inventories
Inventories were drawn down during the week ending December 14 by 0.6 

million barrels per day more than forecast. This was due to the large 

reduction in distillate fuel oil inventories, which resulted from the sharp 

increase in demand for this product, and to the continuing failure of

4



THE PETROLEUM SITUATION 
WEEK ENDING DECEMBER 14, 1973 
(Millions of Barrels per Day)

THE PROBLEM COPING WITH 
THE PROBLEM

EFFECT ON 
INVENTORIES

.2

1.4

1.6

Demand/Supply 
Gap as 
Originally 
Forecast

Shortfall of 
Actual Domestic 
Crude Production 
Below Forecast

1.0

I

0.4

0.6

Increased Imports 
Above Forecast

Reduced Demand 
Below Forecast

I I

0.6
Inventories 
Draw Down 
Faster than 
Expected Chart 1



gasoline inventories to follow their normal seasonal build-up. The 

reduction in distillate fuel oil inventories corresponds to the large 

demand increase discussed above. Despite the inventory drawdown, stocks 
remain above the level for last year at this time, and above the forecast. 

The failure to build gasoline stocks is consistent with the policy of 

sharply curtailing gasoline demand in the spring and summer months. If 

demand is curtailed, there will be no need for the large inventory drawdowns 

that have been typical of past years, and thus there is no need to build 
inventories at historic rates during this winter season.

Stocks of jet fuel increased during the latest week, apparently in antici­

pation of the large deliveries to be required for the Defense Department 
request under the Defense Production Act. Stocks of residual fuel oil 

decreased approximately in accord with the forecast. They remain above 

the level of one year ago in the East, and below last year's level on the 

West Coast. For the Nation as a whole, the stock of residual fuel oil is 
close to last year's level.

5



THE PETROLEUM SITUATION 
FOUR WEEKS ENDING DECEMBER 14, 1973 

(Millions of Barrels per Day)

■9(lì

THE PROBLEM COPING WITH 
THE PROBLEM

EFFECT ON 
INVENTORIES

.1

1.4

1.5

Demand/Supply 
Gap as 
Originally 
Forecast

Shortfall of Actual 
Domestic Crude 
Production 
Below Forecast

1.5

0.6

0.9

Increased Imports 
Above Forecast

Reduced Demand 
Below Forecast

* i
Inventories 
Drawn Down
at Forecast 
Rate

* Less than 50,000 
barrels per day.
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Chart 4

PERCENTAGE DIFFERENCES OF ACTUAL DEMAND FROM FORECAST

+9.1%

Week Ending 
December 14

-7.9%

7  - . 4  ..... I-0.9% K - J
-3.8%

-26.0%

-24.6%



ENERGY CONSERVATION BOXSCORE

Electric System Sendout
All figures adjusted for differences in weather
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•10

-12

-14

-16

-18

Month Week Ending
of Oct Nov. 18 Nov. 25 Dec. 2 Dec. 9

+10

+8

-f€
+4

Oct - Nov - Dec 
Normal Growth - 4%

+2.3%

*  These savings 
are equivalent 
to 57,000 
barrels of oil

Millions of Kwh

Gas System Sendout
All figures adjusted for differences in weaiher

10

-12

-1 4

-16

-18

Month Week Ending
of Oct Nov. 18 Nov. 25 Dec. 2 Dec. 9

Oct
Normal
Growth

10%+10 —  —
Nov - Dec

Normal Growth - 8%

-8 .2%

Millions of cubic feet

Steam System Sendout
All figures adjusted for differences in weather

-18

Month Week Ending
of Oct Nov. 18 Nov. 25 Dec. 2 Dec. 9

+10

+8
+6

+4

IS 
Oct

Normal
Growth

Nov
Normal
Growth

Dec
Normal
Growth

3%

-17.0%

Millions of Pounds
1972 3,012 687.5 643.4 695.9 706.3 1972 5,153 1.756.9 1,809.5 2,096.0 2,315.6 1972 2,900 847 919 1039 1,105

1973 3,082 680.6 631.0 672.8 679.9 1973 5,517 1,758.2 1,849.0 1,923.5 2,181.2 1973 3,147 786 816 862 995
D ifference +70 -6.9 -12.4 -23.1 -26.4 Diff. +36.4 +1.3 +39.5 -172.5 -134.4 Diff. + 247 -61 -103 -177 -110

Percentages show increase or decrease for each
week, in 1973, compared to corresponding week

Percentages show increase or decrease for each
week in 1973, compared to corresponding week

Percentages show increase or decrease for each
week in 1973, compared to corresponding week

Chart 5
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Checks totalling $1,531 billion are being mailed today 

to 35,512 states, cities, counties and towns as the second 

regular quarterly payment of fiscal year 1974 general revenue 

sharing funds.

Today's distribution by the Treasury Department's 

Office of Revenue Sharing brings to $11,199 billion the 
amount that has been returned to states and local governments 

since President Nixon signed the State and Local Fiscal Assistance 

Act, in October,1972

An additional $9 million in first and second quarter 1974 
funds allocated to 1,962 local governments is being held 

by the Office of Revenue Sharing until these governments' 

reports on uses of the money have been filed. One or more 
of three report forms that1were required to be filed with the 

Office of Revenue Sharing prior to mid-September of 1973 were 

still missing for each of these places when today's checks were
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prepared. The law requires that each recipient government 

report to its citizens and to the Treasury Department its 
plans for use of the money and, subsequently, how the funds 

were actually spent.

"The governments which had not reported will not forfeit 
their first and second quarter funds because the reports are 
late," Graham W. Watt, Director of the Office of Revenue 

Sharing explained. "Their money is being held for them," 
he said.

Watt announced that a special task force has been set up 
in the Office of Revenue Sharing to contact governments 
that have not been heard from or that require special assistance 

in order to participate in the general revenue sharing program. 
About 9,000 governments reported too late for the payment made 

on October 5. Over 7,000 of these have now met reporting 
requirements and have been paid. Several hundred more have 

recently submitted their reports and will be paid in the next 
quarterly payment on April 5, 1974.

Adjustments to entitlements for the fourth entitlement 
period (fiscal year 1974) will be computed for all recipients 
in April, based on the best, most accurate data available at that 

time. Any adjustments that are required as a result of this
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recomputation will be added to or substracted from fifth 

entitlement period (fiscal year 1975) payments. Fifth entitle­

ment period amounts also will be calculated in April when each 
government will be informed of its estimated entitlement for 
fiscal year 1975.

The State and Local Fiscal Assistance Act of 1972 authorizes 
the distribution of $30.2 billion over a five-year period 

extending through 1976. More than 38,000 states and local 

governments receive the funds in quarterly payments issued 
in October, January, April and July. Over $6 billion is 
to be distributed in fiscal year 1974.

#
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SUMMARY

Table I summarizes the latest data on supplies, demand, 

imports and inventroy changes for the week ending December 21,
1973.

The Energy Scorecard shows the latest week, and the 
latest month. While the weekly statistics are the most recent, 

the monthly average may be more meaningful because it is not as 
susceptible to major randon fluctuations. As indicated in 
the tables:

- Consumption is 500,00 barrels per day below forecast 

for the current week and 800,00 B/D below for the 

last four weeks.
- Imports for the week are equal to the average expected 

level for the quarter (5.6 million barrels per day) 
and 400,000 barrels per day above this level for the 

latest month. While imports thus show a decline to 
the average level expected for the quarter, they still 
are substantially above the level of imports expected, 

when measured against a fully effective embargo.
The consumption estimates presented are really apparent 

demand, not actual demand. These estimates are withdrawals 
from primary stocks (those held by refiners) and hence they may 
not truly represent actual demand, particularly on a weekly 
basis where movements into secondary stocks or other actions may 

be reflected in the statistics. Also due to logistical 
considerations, actual demand reductions may take time to be



reflected in changes in the apparent demand numbers presented. 

Unfortunately, national demand changes cannot be accurately 
measured on a weekly basis. To do so would require a much 

larger reporting system of changes in all secondary stocks,
i.e., inventories held by heating oil dealers, industry and 

gasoline stations. However, it is possible to provide a 

sample of actual demand changes which are taking place, and 
several are presented in the main body of this report. For 
example:

- For 19,000 homes in six New England states,
consumption of home heating oil was 19% below last year, 
after adjustments for the weather.



T A B L E  1

ENERGY SCORECARD

ESTIMATED SHORTAGES

Current period 1.4 million B/D
First Quarter 1974: 2.7 million B/D

CONSUMPTION RESULTS*/ (MILLION/BARREL/DAY)

Forecasted Actual Savings

Week ending Dec. 21 18.6 18.1 .5

Month ending Dec. 21 18.6 17.8 .8

IMPORT RESULTS (MILLION BARRELS/DAY)

Forecasted^/ Actual
Increased
Imports

Week ending Dec. 21 5.6 5.6 0.0

Month ending Dec. 21 5.6 6.0 .4

PERCENTAGE SAVINGS BY FUEL TYPE
Latest Prior Month ending
Week Week Dec. 21

Gasoline Consumption 7.7 7.9 7.8
Residual Fuel Oil Consumption (3.3)1/ 0.9 1.4
Distillate Fuel Oil Consumption (4.1)1/ (9.1) 0.3
Jet Fuel Consumption 12.7 26.0 21. 2
Total for four (4) Products 3.0 3.0 5.7

1/ Apparent demand, see explanation in text.
2/ Assumes the average level of imports expected during the 

fourth quarter and not a fully effective embargo.
3/ Increase.



PETROLEUM SITUATION REPORT 
Week Ending December 21, 1973

This continues a series of weekly reports on the petroleum 
situation. It is based on actual results for the week ending 

December 21, as reported by the American Petroleum Institute, 

compared with the Federal Energy Office forecast for the fourth 

quarter of 1973.

The best way to assess the current situation is to see how 
the projected gap between demand and supply is closed. Part 

of the gap may be closed by importing more than forecast.

Another part may be closed through increasing domestic pro­
duction above the forecast. Still another part of the gap 
may be closed by reducing consumption below the forecast 

level. Finally, the remainder of the gap is closed by reducing 
inventories faster than forecast. Significant week to week 

variations in actual results will occur due to weather changes, 
possible bunching in ship arrivals, fluctuations in secondary 
stocks and other factors.

As shown in Chart 1, imports were expected to decline to

4.6 million barrels per day in D e c e m b e r — the level of imports 

expected to result from a fully effective embargo. This compares 

to a forecast of 5.6 million barrels per day average imports for 

the fourth quarter as a whole, which includes the pre-impact 
imports of October and the transitional import levels in November. 

This 4.6 million barrel per day import level is consistent with



2
the imports forecast of 4.9 million barrels per day in the first 

quarter of 1974, as published in last week's report. As seen 

in Chart 1, imports decline further during the latest week to 

the average expected for the quarter, but they remain substantial! 

above the level expected to result from a fully effective embargo.

The Demand Situation
Demand for four major petroleum products was 3.0 percent 

below forecast for the week ending December 21, and 5.7 percent 

below forecast for the four-week period since November 24, 
as shown in Chart 2. Demand for gasoline was 7.7 percent below 
forecast in the latest week, and 7.8 percent below forecast for 

the latest four-week period. This represents a savings of 

about 500,000 barrels per day, resulting from the impact of the 
gasoline conservation measures already in effect.

The largest difference between actual and forecast demand 

is in jet fuel. Demand was 12.7 percent below forecast in the 

latest week, compared to 21.2 percent below forecast for the 

last four weeks. The increase in demand is apparently due to 
increased use during the winter holiday period. A substantial 

part of the increase is in imports of kerosine-type jet fuel, 

which presumably is a higher rate of withdrawals of jet fuel 
from bond, for use by international carriers.



Demand for distillate fuel oils was 4.1 percent above 
forecast for the latest week, compared to 9.1 percent above 

forecast for the week ending December 14. The decrease 

occurred despite the colder weather experienced during the 

week ending December 23, when the average number of degree 

days, weighted to reflect use of oil heating, was 10.1 percent 
above normal. One report for approximately 19,000 accounts in 
six New England states indicates that energy conservation is 

still having a strong effect. This report shows the deliveries 

in the latter part of December to be about 19 percent below the 
expected deliveries, after adjustment for the weather.

Demand for residual fuel oil moved to 3.3 percent above 
the forecast level for the week ending December 21, and this 

is the first week it has been above the forecast. This is to 

be expected, as the demand for this fuel oil normally rises 

during the winter season and is higher than demand in October 
and November. Averaging the last four weeks, demand has been 
below forecast.

Inventories
Inventories were drawn down during the week ending 

December 21 by 0.9 million barrels per day more than forecast.
out one-third of this was due to larger than expected reduction 

m  crude oil inventories. These drawdowns were needed to 

Maintain domestic refinery production in the face of decreased 
rude oil imports. Larger than forecast reductions in gasoline
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and residual fuel oil inventories accounted for most of the 
additional drawdowns in excess of the forecast. The reduction 

in stocks of fuel oil was a major factor in meeting increased 

demand for that product, as imports were far below the forecast 
need.

In gasoline, the inventory reduction results from the 

decreased yield of this product. The failure to build stocks 
at a normal rate for this period is consistent with the policy of 

sharply curtailing gasoline demand in the spring and summer 
months. If demand is curtailed there will be no need for the 

large inventory drawdowns that have been typical of past years, 
and thus there is no need to build inventories at historic 

rates during this winter season.
Stocks of distillates were drawn down at about the forecast 

rate. Stocks of jet fuel again increased during the week, 
apparently in anticipation of the large deliveries to be required 

for the Defense Department request under the Defense Production 
Act, and also in anticipation of the peak demands of the 

Christmas and New Year's weekends.

Weather
As shown in Chart 3, the heating degree days for the 

week ending December 23 were above normal for the East and 
most of the Midwest. Degree days weighted by oil consumption 

were 10.1 percent above normal for the U.S. However, for the 

period since July 1, degree days are still 8.2 percent below

normal.
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Chart 2

DEMAND SITUATION

PERCENTAGE DIFFERENCES OF ACTUAL DEMAND FROM FORECAST

-12.7%

Gasoline Jet Distillate Residual Total of Four 
Fuel Fuel Oils Fuel Oil Products

Four Weeks Since

-21.2%
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HEATING DEGREE-DAYS FOR THE WEEK

P ER C EN T DEPARTURE FROM N O R M A L  (1941-1970)
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HEATING DEGREE-DAYS ACCUMULATED FROM JULY 1,1973

Note: above normal degree days correspond to below normal temperatures.
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4001 New Executive Office Building 
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11:00 A.M., EST, THURSDAYr~JANUARY 3, 1974

REPORTS OF TANKERS HOLDING BACK 
ARE ERRONEOUS, SIMON CONTENDS

William E. Simon, Administrator of the Federal Energy 

Office (FEO), today attempted to put to rest rumors that 

oil tanker fleets are lined up off U. S. coasts waiting for 

petroleum price increases.
"Such reports are unfounded in fact and do not reflect 

an accurate understanding of petroleum pricing regulations," 

the Administrator said.
Simon said he had contacted Helen Delich Bentley,

Chairman of the Federal Maritime Commission, who said there 

were no signs of unusual activity off U. S. coastlines. He also 
cited a statement issued by the Energy Policy Office of the 
Department of Transportation, which said:

"The United States Coast Guard reports that in its routine 

operations and normal course of business it has observed no 
unusual concentration, hovering or bunching of tankers off the 

coasts of the United States. Tanker arrivals and departures 

from U. S. ports appear to be normal and in accordance with 
the usual patterns observed in the past."

Simon also noted that under Cost of Living Council guidelines 

for petroleum, shippers are permitted to sell petroleum in port 
only at the price they paid for it —  thus providing no incentive

for shippers to hold cargoes offshore to await possibly higher 
prices later in the winter.
E-74-3 -FEO-
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11:00 A . M . , EST, THURSDAY, JANUARY 3, 1974

SIMON COMMENDS FEDERAL ACTION AGAINST 
GASOLINE "PROFITEERS" OVER NEW YEAR'S WEEKEND

William E. Simon, Administrator, Federal Energy Office (FEO), 

today praised as "swift and appropriate" the action taken over 
New Year's weekend by the Internal Revenue Service (IRS) and 
the Department of Justice against those service stations that 

illegally overpriced customers.
"Such action protects American drivers, who are already 

carrying a heavy burden of the fuel shortage, against those 
who would profiteer in a time of national emergency," Simon said.

Simon noted that 379 IRS agents were on duty last weekend 
in 17 district offices throughout the Nation, mostly in the 

Northeast and mid-Atlantic States.

More than 2,300 service stations were checked as a result 

of 3,658 telephoned complaints. Of the 409 subsequent 

violations noted, there were 124 price rollbacks and 15 cases 

in which refunds were ordered. The remaining 270 cases are 
pending further action.

Refunds to motorists so far total $8,094. Dealers have 
three options to make refunds: dispensing free gas to the 

general public, reducing prices to a margin sufficient to make 

up the excess, or by specifically identifying and making 

refunds to customers who were overcharged.

E-74-5 (more)
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Some stations were charging as high as $2 a gallon for 

regular gas. The highest amount asked for premium gas 
was $1.04 a gallon. Both of these exhorbitant amounts were 

asked for in the Chicago area. Chicago also had the dubious 

distinction of having one service station closed by order 

of a Federal judge, based on evidence submitted by an Assistant 
U . S . Attorney.

Acting Attorney General Robert Bork sent telegrams to 94 

U. S. Attorneys last week advising them to seek restraining 

orders against gasoline price-gougers. The attorneys remain 
on call for further action as appropriate. The Justice 
Department said it is relying on its own investigations as well 
as those of the IRS.

Other devices spotted by the IRS included "gimmicks" such 
as a 25i service charge, a $10 ticket good for several services 

over a period of time, and high fees charged for other goods 
coupled with an offer of "free" gasoline.

"The swift response of the IRS and the Justice Department 

in dealing with these violations is entirely appropriate and 

I commend them for their handling of these cases," Simon added.

-FEO-
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NEW ENERGY CONSERVATION MEASURES ANNOUNCED BY FEDERAL OFFICIALS

New actions to curtail energy consumption were announced today by two Cabinet Officers 

and Administrator William E. Simon of the Federal Energy Office (FEO).

Simon announced a business and commercial program and said he and Commerce Secretary Frederic 
Dent are sending joint letters to 43,000 business leaders outlining conservation measures.

In addition, letters signed by Simon and Caspar Weinberger, Secretary of Health, Education 

and Welfare will be sent to high school and college officials requesting that they discourage 

use of automobiles by faculty and students wherever practical.
Simon also announced agreement with major oil companies and independent distributors and 

retailers to encourage the 10-gallons-per-customer limit at service stations. Compliance 
with federal lighting and temperature guidelines will be sought in all new federal contracts, he 

added.
The complete list of actions to date, new» and proposed energy conservation measures is 

attached.

E-74-4
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E N E R G Y  C O N SE RV A TIO N  M E A SU R E S  
JANUARY 3 .  1 9 7 4

M e a s u r e s A c tio n s  to D ate New and P r o p o s e d  A c t i o n s

O u td oor and  
O r n a m en ta l L ig h tin g

T e m p e r a tu r e  L e v e ls  
in  B u ild in g s  and  

F a c i l i t i e s ,  i n c l u d i n g  
Homes

G a so lin e  S a le s  L im its

V e h ic le  S p eed  L im its

G as S ta tio n  C lo s in g s

I n d o o r  L i g h t i n g  
S ta n d a r d s  
( 5 0 “ f o o t  c a n d l e s  
a t  w ork  s t a t i o n s ,  
3 0 “ f o o t  c a n d l e s  in  
w ork  a r e a s ,  1 0 - f o o t  
c a n d l e s  in  c o r r i d o r s - ,  
s t a i r w a y s ,  e t c . )

P r e s id e n t  r e q u e s te d  c u r ta ilm e n t  of ou td oor  a d v e r t is in g  
and o rn a m e n ta l l ig h t in g , in c lu d in g  g a s  y a r d lig h t s .  
F e d e r a l  p r o g r a m  in c lu d e s  b ann ing  o f su c h  lig h tin g  w ith  
the e x c e p t io n  o f s e v e r a l  n a tio n a l m o n u m e n ts  in  W a sh ­
in g to n , D . C .

S ix ty - f iv e  to 68 d e g r e e  h ea tin g  l e v e l s  in  b u i l d i n g s  and  
f a c i l i t i e s ,  c o o lin g  l e v e l s  o f 8 0 -8 2  d e g r e e s ;  p e tr o le u m  
a llo c a t io n  p r o g r a m  f a c i l i t a t e s  o b je c t iv e s ;  a d v e r t is in g  
and p u b lic ity  p r o g r a m  s in c e  O c to b e r .

V o lu n ta ry  r e d u c tio n s  in  p u r c h a s e s  (10  g a llo n s  a w eek );  
l im it s  on  r e f in e r y  g a s o l in e  p ro d u c tio n ; cou p on  p r in tin g  
in  the e v e n t  a r a tio n in g  s y s t e m  b e c o m e s  n e c e s s a r y ;  
o b ta in ed  c o o p e r a t io n  o f U . S . C h am b er and AAA on  
m e m b e r  g a s o l in e  c u r ta ilm e n t  p r o g r a m s  .

P r e s id e n t  s ig n e d  b i l l  to  e s ta b l is h  m a x im u m  55 m ph  
s p e e d  l im i t .  F e d e r a l  l im it  i s  50 m p h .

V o lu n ta ry  n a tio n w id e  ban  on  r e t a i l  s a le s  o f g a s o l in e  
fr o m  9:00  p .m .  S a tu rd a y  to  m id n ig h t S u n d ay .

T o ta l F e d e r a l c o m p lia n c e ,  s o m e  v o lu n ta r y  ad o p tio n  
in  b u s in e s s  and in d u s tr y .

1. P u b lic  e d u c a tio n  p r o g r a m  to  d r a s t ic a l ly  r e d u c e  
u s e  o f y a r d l ig h t s ,  d e c o r a t iv e  l ig h t in g .

2 .  R e q u e s t  s ta te  r e g u la to r y  a u th o r it ie s  to a d v is e  
u t i l i t i e s  to h a s te n  p r o g r a m s  to  a s s i s t  c u s t o m e r s  
in  lig h tin g  r e d u c t io n  p r o g r a m s .

3 .  J o in t F E O  and DOC le t t e r  to 4 3 ,0 0 0  m a jo r  
b u s in e s s  p e r s o n s .

F e d e r a l  c o n tr a c to r s  w i l l  be r e q u ir e d  to m e e t
F e d e r a l  p r o g r a m  o b je c t iv e s  in  the n e a r  fu tu r e .

Independent g a s o lin e  d is t r ib u t o r s  and r e t a i l e r s  
have agreed  to  FEO's re q u es t  to  h e lp  i n s t i t u t e  
th e  10 g a llo n  l im i t ;  major o i l  com panies have 
been ordered to  do th e  same, th ey  agreed to  
en fo rce  th e  10 g a llo n  l im i t  in  th e  company-owned 
s t a t io n s  and u rge th e ir  brand name o u t le t s  to  
support th e  program.

C o m p lia n ce  w i l l  b e so u g h t in  a l l  n ew  and  
r e n e g o t ia te d  F e d e r a l  c o n t r a c t s .
D e v e lo p  m o d e l m u n ic ip a l c o d e  and se n d  a ll  
m a y o r s .
J o in t le t t e r  fr o m  DOC and F E O  to  4 3 ,0 0 0  
b u s in e s s  f i r m s .

2
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M e a s u r e s A c tio n s  to D ate

H igh w ay  L ig h tin g  
(D isc o n tin u a n c e  or  
s e v e r e  re d u c tio n  in  
su c h  lig h tin g  o th e r  
th an  e x i t  and e n ­
tr a n c e  r a m p s , e x it  
s ig n s ,  h a za rd o u s  
lo c a t io n s  su ch  a s  b u sy  
in t e r s e c t io n s )

A n n o u n cem en t m a d e  of in te n tio n  to in s t itu te  p r o g r a m .

L im it s  on  S tu d en t D r iv in g R e q u e s te d  s tu d e n ts  to u s e  p u b lic  t r a n s p o r ta t io n , s c h o o l  
b u s e s ,  c a r p o o ls  in  p la c e  o f p r iv a te  c a r s .

E le c t r ic  S p a c e  H e a te r s B an n ed  in  F e d e r a l  o f f ic e s

C o m m e r c ia l  and  
In d u s tr ia l B u ild in g s

V o lu n ta ry  p r o g r a m  to  r e d u c e  h ea tin g  and c o o lin g  
r e q u ir e m e n ts ;  p e tr o le u m  a llo c a t io n  p r o g r a m  
f a c i l i t a t e s  c o m p lia n c e .

F e d e r a l  P r o g r a m s In te r im  r e p o r t  and e n e r g y  c o n s e r v a t io n  s tr a te g y ;  f i r s t  
q u a r te r  (F Y  '74) r e s u lt s  in d ic a te  20 p e r c e n t  e n e r g y  
s a v in g s ;  o r n a m e n ta l lig h tin g  ban  ( e x t e r io r s ,  g r o u n d s ,  
m o n u m e n ts)  in te r io r  lig h tin g  s ta n d a r d s  5 0 /3 0 /1 0  o r  
e q u iv a le n ts  in  F e d e r a l f a c i l i t i e s ;  b an  on  s p a c e  h e a t e r s '  
in  o f f i c e s .  F e d e r a l  p r o g r a m  to e m p h a s iz e  r e d u c e d  
d r iv in g , l e s s  t r a v e l ,  c a r p o o lin g , a u to m o b ile  p u r c h a s e s  
to  e m p h a s iz e  fu e l e c o n o m y , t r a d e - in s  o f h e a v y  se d a n s  
and l im o u s in e s , p a rk in g  s p a c e  p r io r it y  s y s t e m .

-FEO-

New and P r o p o s e d  A c t i o n s

D e ta ile d  p r o p o s a l p la c e d  in  the F e d e r a l  R e g is te r  
on r e d u c t io n s  in  h ig h w a y  lig h tin g ;  in te r e s t e d  
p a r t ie s  a r e  g iv e n  s e v e n  d a y s to  c o m m e n t . W ork  
w ith  g o v e r n o r s  to  a c h ie v e  v o lu n ta r y  c o m p lia n c e .

L e t t e r s  fr o m  F E O  and HEW to  c o l le g e  and h igh  
s c h o o l o f f ic ia ls  r e q u e s t in g  that th ey  d is c o u r a g e  
u s e  o f c a r s  by s tu d e n ts  and f a c u lt ie s  u n le s s  su ch  
u s e  i s  v i t a l  to g e t  to and fr o m  s c h o o l and a f t e r ­
sc h o o l e m p lo y m e n t .

N ew  p u b lic  e d u c a tio n  p r o g r a m  on  th e ir  p r o p e r  
u s e ;  c a p a c i t ie s  and e f f i c i e n c ie s  fo r  s p e c if ic  
p u r p o s e s .

J o in t le t t e r  fr o m  F E O  and DOC to  4 3 ,0 0 0  m a jo r  
b u s in e s s  f ir m s  .
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FEDERAL ENERGY OFFICE CHEERS 
PROFESSIONAL BASEBALL CONSERVATION PLAN

Deputy Administrator John C. Sawhill today congratulated 

Baseball Commissioner Bowie K. Kuhn for the comprehensive energy 

conservation plan developed by the big leagues for next 
year's season. "The great American game of baseball has 
recognized the true dimensions of our current energy crisis 

and voluntarily planned a program that will benefit the entire 

American public," Sawhill said.
During the meeting held this afternoon, Commissioner 

Kuhn reviewed the baseball program designed to produce an 
overall energy saving of at least 25 percent. Some 30 sports 

and recreation organizations were represented at the meeting. 
Representatives discussed measures that they could adopt to 

conserve energy in their operations.
Speaking for Administrator William E. Simon and the entire 

Federal Energy Office staff, Sawhill endorsed the baseball 

program and asked the other recreation groups to prepare 
similar energy conversation programs. He also expressed his hope 

that local authorities and baseball fans would offer their 
support and cooperation to help the major leagues accomplish 

their energy-saving goal.
"The ball clubs will need assistance from local mass 

transit operators, utilities, and especially their fans to

E-74-6 (more)
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carry out this program," he pointed out, "and I can assure 

Commissioner Kuhn that the Federal Energy Office will do 

everything it can to support this important effort."
The statement of Baseball Commissioner Bowie K. Kuhn 

and a list of those attending today's meeting are attached.

-FEO-

Attachments



* Attachment 3

January 3, 1974

STATEMENT OF BASEBALL COMMISSIONER 
BOWIE K. KUHN ON BASEBALL'S VOLUNTARY 

ENERGY CONSERVATION PROGRAM

Last month Professional Baseball initiated an in- 

depth study of its energy consumption to develop a conser­

vation program which would be responsive to the call of the 

Federal Government for voluntary cooperation by the American 

public.

We have now'developed, in general outline, a Baseball 

Program which, in our judgment, will produce an overall energy 

saving of at least 25%. At the same time, I can say that 

under this Program we will be able to maintain our present 

employment levels. This Program consists of five elements.

First. Among the significant uses of energy by Baseball 

is jet fuel for air transportation. In 1973, over 60% of our 

team air travel was by charter. In 1974, we propose to reduce 

charter flights by one-half or perhaps more. This will be 

done by using regularly scheduled flights whenever possible.

Second. Another significant energy use is electrical 

power for the illumination of night games. Approximately 20% 

of this power consumption is attributable to the use of lights 

before, the game begins. We expect that this usage can be 

eliminated or substantially curtailed in most of our parks.
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Third. We will endeavor to start night games at times 

which will present the least problem taking into consideration 

local utility peak load factors.

Fourth. We will develop a series of public service 

messages by players and other Baseball personalities urging 

energy economy measures by the public. These would be used 

on radio and television, including broadcasts of our games.

Fifth. We will explore other ways of substantially 

reducing energy consumption, including:

(a) working with local government and trans­
portation authorities to increase the use of mass 
transit to parks;

(b) encouraging car pooling; and

(c) reducing the general use of lights through­
out parks and the use of lights at parks on days when 
Baseball is not played.

We expect to confer with the Federal Energy Office, 

local authorities, and our Players Association in order to 

develop a definitive program in advance of the 1974 season. 

Naturally, some variations in the Program will be necessary 

for particular clubs because of different local energy supply 

situations. However, this will not prejudice our goal of 

achieving at least a 25% reduction in Baseball's energy

consumption.
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Attachment

ATTENDEES AT THE FEDERAL ENERGY OFFICE MEETING ON ENERGY 
CONSERVATION IN SPORTS AND RECREATION, THURSDAY, JAN. 3, 
1974:

Representatives Organization
Joseph M. Cohen 
Edward Bruno

Ollan Cassell 
Mike Storen 
Albert Matzelle 
Michael Nolan 
Steve Sharp 
E.M. Erickson 
Bowie Kuhn 
Jack Valenti 
A.O. Duer
Simon Gourdine 
Walter Byers
Clifford Fagan
William Ray 
Donald V. Ruck 
Bill France 
William Strausbaugh 
Bob Ragsdale 
P . J . Boatwr ight 
Walter Elcock 
Michael Davies 
Jame s Browi tt 
Matthew Kaufman 
Bob Blundred

Peter Siebert 
Charles Byrnes

George Killian
Henry Minor

Madison Square Gardens, Inc. 
National Industrial Recreation, 

Assn.
Amateur Athletic Union 
American Basketball Assn. 
American Bowling Congress 
American Horse Council 
American Power Boat Association 
Ladies Professional Golf Assn. 
Major League Baseball 
Motion Picture Assn, of America 
National Assn, of Inter­

collegiate Athletics 
National Basketball Association 
National Collegiate Athletic 

Association
National Federation of State 

High School Athletic Assn. 
National Football League 
National Hockey League 
National Motorsports Committee 
Professional Golfers Association 
Rodeo Cowboy Assn, Inc.
United States Golf Assn.
U.S. Lawn Tennis Assn.
World Championship Tennis 
World Hockey Assn.
Boating Industry Assn. 
International Assn, of American 

Parks and Amusements 
National Ski Areas Assn. 
International Assn, of Fairs 

and Expos.
National Jr. College Athletic 

Assn.
American Assn, for Water Skiers
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Department of theTREASURY
ASNiNGTON, D-C 20220 TELEPHONE W04-2041

RELEASE 6:30 P.M. January 7, 1974

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $ 2*5 billion of 13-week Treasury bills and for $1.8 billion 
of 12 6-week Treasury bills, both series to be issued on January 10, 1974, 
opened at the Federal Reserve Banks today. The details are as follows:

were

RANGE OF ACCEPTED 
[MPETITIVE BIDS:

High
Low
Average

13-week bills 
maturing April 11, 1974

26-week bills 
maturing July 11, 1974

Price
Equivalent 
annual rate Price

Equivalent 
annual rate

98.092a/
98.067
98.075

7.548%
7.647%
7.615%

96.198b/
96.174
96.178

7.520% 
7.568% 
7.560% Ü

Excepting 2 tenders totaling $35,000 b/ Excepting 1 tender of $500,000

Tenders at the low price for the 13-week bills were allotted 72%. 
Tenders at the low price for the 26-week bills were allotted 98%

ItAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
1 District Applied For Accepted Applied For Accepted

I Boston $ 49,620,000 $ 38,620,000 $ 23,590,000 $ 10,090,000
I New York 2,878,745,000 1,984,785,000 2,859,575,000 1,525,435,000
I Philadelphia 26,305,000 26,305,000 34,195,000 9,195,000
I Cleveland 39,580,000 39,580,000 56,470,000 35,810,000
I Richmond 26,855,000 26,785,000 23,365,000 16,365,000
I Atlanta 28,710,000 28,710,000 22,965,000 22,165,000
I Chicago 238,445,000 112,645,000 279,465,000 83,535,000
I St. Louis 38,820,000 35,820,000 37,435,000 22,925,000
I Minneapolis 20,905,000 15,785,000 15,585,000 5,235,000
I Kansas City 37,005,000 36,205,000 31,620,000 28,080,000
1 Dallas 30,090,000 24,810,000 25,585,000 15,385,000
1 San Franciseo 202.115,000 130.115,000 184.730,000 34,130,000

TOTALS $3,617,195,000 $2,500,165,000c/ $3,594,580,000 $1,808,350,000 d/

I£/Includes $374,495, 
I ¿/ includes $228,355, 
|l/ These rates are on 

are 7.87 $ for the

0 0 0  noncompetitive tenders accepted at the average price. 
0 0 0  noncompetitive tenders accepted at the average price, 
a bank discount basis. The equivalent coupon issue yields 
13-week bills, and 7.97 $ for the 26-week bills.



Department of ihefREASURY
iGTON, D.C 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE January 8, 1974

SECRETARY SHULTZ 
CONGRATULATES W. J. USERY

Secretary of the Treasury George P. Shultz today 
hailed the decision of Mr. W. J. Usery to remain with 
the government both as head of the Federal Mediation 
Conciliation Service and in his new role as Special 
Assistant to the President. Secretary Shultz said,
"His decision to stay on is a plus, not only for 
labor but also for all Americans who he will continue 
to serve with his extraordinary ability. His work 
will be particularly important in the energy area, 
where industrial peace will be of critical importance".

-  0 -
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PSHINGTON, D.C. 20220 TELEPHONE WO4-2041

Department of the T R E A S U R Y
i _

C

FOR IMMEDIATE RELEASE January 8, 1974

TREASURY ANNOUNCES TENTATIVE MODIFICATION OF 
DUMPING FINDING ON POTASH FROM CANADA

Assistant Secretary of the Treasury Edward L. Morgan 
announced today a tentative determination to modify the dumping 
finding on potassium chloride from Canada with respect to five 
companies. Notice of this action will appear in the Federal 
Register of Wednesday, January 9, 1974.

The Federal Register notice reads, in part, that:
...three exporters, Kalium Chemicals, Limited; 
Potash Company of Canada Limited; and Potash 
Company of America, and two importers, Inter­
national Minerals and Chemical Corporation and 
CF Industries, Inc., who are related to their 
Canadian suppliers within the meaning of section 
207 of the Antidumping Act, are no longer selling, 
or likely to sell, potassium chloride in the United 
States at less than fair value within the meaning 
of the Antidumping Act, 1921, as amended. From 
January 1970 to date, sales of each of these firms 
have been at not less than fair value and each has 
given assurances that future sales of potassium 
chloride to the United States will not be made at 
less than fair value.
Accordingly, notice is hereby given that the 
Department of the Treasury intends to modify the 
finding of dumping to include potassium chloride, 
otherwise known as muriate of potash, from Canada 
produced and sold by Kalium Chemicals, Limited; 
Potash Company of Canada Limited; Potash Company 
of America; International Minerals and Chemical 
Corporation; and CF Industries, Inc., from this 
finding.

Interested persons will be given an opportunity to present 
oral and written views on this decision before Treasury takes 
final action.

During calendar year 1972, imports of potassium chloride 
from these five firms were valued at approximately $64.6 million,
while total potash imports from Canada were valued at $106.5
million # # #



I  D e p a r t m e n t  o f  t h e T R E A S U R Y

MSHINGTON, D.C. 20220 TELEPHONE W04-20411

/ ' l

FOR IMMEDIATE RELEASE January 8, 1974

TREASURY’S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two series 
of Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
cash and in exchange for Treasury bills maturing January 17, 1974, in the amount 
of $4,302,825,000 as follows:

91-day bills (to maturity date) to be issued January 17, 1974, in the amount 
of $2,500,000,000, or thereabouts, representing an additional amount of bills 
dated October 18, 1973, and to mature April 18, 1974 (CUSIP No. 912793 TH9) 
originally issued in the amount of $1,802,095,000» the additional and original 
bills to be freely interchangeable.

182-day bills, for $1,800,000,000» or thereabouts, to be dated January 17, 1974, 
and. to mature July 18^ 1974 (CUSIP No. 912793 UF1 ).

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form only, 
and in denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the clos­
ing hour, one-thirty p.m., Eastern Daylight Saving time, Monday, January 14, 1974. 
Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed 
on the basis of 100, with not more than three decimals, e.g., 99.925. Fractions 
may not be used. It is urged that tenders be made on the printed forms and for­
warded in the special envelopes which will be supplied by Federal Reserve Banks 
or Branches on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
banking institutions will not be permitted to submit tenders except for their own

(OVER)
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account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2 percent 
of the face amount of Treasury bills applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on January 17, 1974 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing January 17, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex­
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.



3FEDERAL ENERGY OFFICE 1
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

EMBARGOED FOR RELEASE UNTIL 
6:30 P. M., E D T , MONDAY, JANUARY 7, 1974

ADMINISTRATOR SIMON APPOINTS DR. WEINBERG 
______TO HEAD NEW ENERGY R & D OFFICE______

Administrator William E. Simon of the Federal Energy Office 

(FEO) today appointed Dr. Alvin M. Weinberg, 58, as Director 
of the new Energy Research and Development Office. This 

office will permanently remain in the FEO as part of the 
Executive Office of the President.

Dr. Weinberg is a renowned authority on nuclear energy and 

a leading spokesman for the scientific community on the 

problems posed to society by the rapid growth of science and 
technology.

As head of the Office of Energy Research and Development,

Dr. Weinberg will report directly to Administrator Simon. His 
major responsibilities will be to:

Formulate energy research and development policies and 
plans to implement them;

Ensure that research and development priorities are 
consistent with overall energy policy;

Assist the Administrator in evaluating new research 
and development programs;

- Work with the Atomic Energy Commision, the Environmental 

Protection Agency, the National Science Foundation, 

and the Department of the Interior to ensure that

E-74-8 (more)
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research and development programs are coordinated and 

balanced throughout the Federal Government; and 

Work with the Office of Management and Budget, the

Council on Environmental Quality, and other Executive 

Office agencies in presenting research and development 
alternatives to the President.

Prior to this appointment, Dr. Weinberg had just been named 
Director of the newly established Institute for Energy Analysis 

at Oak Ridge, Tennessee (January 1, 1974) , and has taken leave 

of absence from the Institute to assume his FEO post. He 

served as Research Director of the Oak Ridge National 
Laboratory from 1948 to 1955, and was Director of the Laboratory 

from 1955 through 1973.
During his career, Dr. Weinberg has been accorded many honors 

and awards. He is a member of the National Academy of Sciences 

and has served on the Academy Council as well as its Committee 
on Science and Public Policy. He served as a member of the. 

President's Science Advisory Committee from 1960 to 1963, and 

in 1969-1970 served as a member of President Nixon's Task Force 
on Science Policy. In 1972 he served as a member of the 
National Cancer Plan Evaluation Committee. In 1960 he received 
the Atomic Energy Commission's*E. O. Lawrence Award, and the 

Atoms for Peace Award, for his contributions to reactor develop­

ment.
Dr. Weinberg was born April 20, 1915 in Chicago, and earned

his B.S., M.S., and Ph.D. degrees at the University of Chicago; 

he has also received numerous honorary degrees.

-FEO-



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 

Tel: 395-3537

FOR IMMEDIATE RELEASE January 7, 1974

ADMINISTRATOR SIMON URGES MAJOR OIL
COMPANIES TO AID INDEPENDENT DEALERS

Federal Energy Office Administrator William E. Simon 

today sent telegrams to 26 major oil companies, urging them 

to help small, independent fuel dealers obtain more low-cost 
domestic fuel supplies.

"We must do everything possible to ensure that those smaller 
dealers who are threatened by the current price structure have 

available to them a greater percentage of the lower cost domestic 
product than many of them are currently able to purchase," his 
telegram read in part.

"Recent increases in the price of foreign products appear 
to threaten the very existence of this segment of the industry," 
Simon pointed out. "If small fuel oil companies are required 

to purchase a significant proportion of their products from 
foreign sources, they will not be able to compete and remain in 
business."

In his telegram, Administrator Simon "strongly urged" the 

major oil companies to take immediate action in several areas. 
These actions are spelled out in the telegram, copy attached.

Attachments: Copy of Administrator Simon's telegram and list 
of addressees.

E-74-9 -FEO-
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Attachment 1

Telegram from William E. Simon to Presidents of the Major Oil 
Companies (January 7, 1974):

In recent days, we at the Federal Energy Office, have been 

meeting with a wide variety of groups concerning the difficulties 

they face as a result of the current energy shortage. Yesterday, 

we met with a group representing small fuel oil distributors from 

New York City and Long Island who, historically, have been supplied 
imported product at competitive prices. In the past, these 

companies have successfully competed with other market participants.
Recent increases in the price of foreign products appear 

to threaten the very existence of this segment of the industry.

If small fuel oil companies are required to purchase a significant 
proportion of their products from foreign sources, they will not 

be able to compete and remain in business. In addition, I am 
particularly concerned when I hear reports that some companies with 
comparatively large supplies of lower cost domestic products are 

aggressively exploiting the current situation at the expense of their 

competitors.
We simply cannot permit today's energy situation to disadvantage 

the small independent businessmen who provide healthy competition.

The President and the Congress have made it clear that they expect 
the fuel allocation system to be managed fairly for all our citizens.

We must do everything possible to ensure that those smaller 

dealers who are threatened by the current price structure have 
available to them a greater percentage of the lower cost domestic 
product than many of them are currently able to purchase.
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I recognize that compliance with the rules in the allocation 
programs establishes relationships between suppliers and purchasers 

based on historical periods, usually 1972. To provide some 

order in allocating fuels, we must insist that these rules be 

followed. However, there is sufficient flexibility within the 

allocation rules to adjust base period volumes or assign new suppliers. 
We expect to utilize this flexibility to offset imbalances in supply 

prices between independent and affiliated dealers.
I strongly urge you to undertake immediately the following 

actions within the general provisions of the allocation programs:
1. Increase the level of imported petroleum products 

whenever possible, and within your overall price structure, 

average these higher cost imports with your lower cost 
domestic supplies;

2. Whenever your company has volumes of petroleum products 

exempt from allocation (as defined in the regulations), 

these exempt volumes should be made available on a 

voluntary basis to independent dealers who are currently 
receiving a high percentage of their supplies from high 

cost imports. Concurrently, I strongly urge you to 
discourage activities that take advantage of exempt volumes 
to disadvantage the small business community.

3 . Where feasible, the Federal Energy Office will assign 

new customers (at the dealer level) and allocate 
increased supply volumes, associated with valid adjustments 
to base period volumes, to suppliers with comparatively
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larger supplies of low cost domestic fuels. I expect 
rapid compliance with these FEO adjustments.

I am asking that you take these steps to help us fill a mutual 
need. It is certainly most desirable that the private sector 

work through its own distribution system to resolve this and 

other discrepancies.

In the few weeks that I have been head of the Federal Energy 

Office we have received outstanding cooperation and assistance from 
major oil companies as well as other segments of the petroleum 

industry. With the continuation of this valuable support we can 

resolve all the problems that now confront us. I know I can count 
on you.

I would be pleased to meet with you if you feel that such a 

meeting could be helpful.
Sincerely,

William E. Simon 
Administrator 
Federal Energy Office



Attachment 2

LIST OF ADDRESSEES :

COMPANY EAST COAST

Amerada Hess 
51 W. 51st Street 
New York, NY 10019

Leon Hess 
51 W. 51st Street 
New York, NY 10019 
212/581-2910

Ashland Oil
1401 Winchester Ave.
Ashland, Ky. 41101

Orin E. Atkins 
1409 Winchester Ave. 
Ashland, Ky. 41101 
606/329-3333

Cities Service Co. 
60 Wall Street 
New York, NY 10005

Roland V. Sellers 
70 Pine Street 
New York, NY 10005 
212/422-1600

Continental 
High Ridge Park 
Stanford, Conn. 06904

John G. McLean 
High Ridge Park 
Stanford, Conn. 06904 
203/359-3500

Mobil Oil Corp.
150 East 42nd Street 
New York, NY 10017

Rawleigh Warner 
150 East 42nd Street 
New York, NY 10017 
212/883-2405

Shell Oil 
1 Shell. Plaza 
Houston, Texas 77001

Harry Bridges 
1 Shell Plaza 
Houston, Texas 7701

Sun Oil
240 Radnor — Chester Rd. 
St. Davids, PA. 19087

Robert Dunlop 
240 Radnor - Chester Rd. 
St. Davids, PA. 19087 
215/985-1600

Texaco
Ì35 East 42nd Street 
New York, NY 10017

Maurice F. Granville 
135 East 42nd Street 
New York, NY 10017
212/953-6444



COMPANY CENTRAL

Champlin Petroleum 
5301 Camp Bowie Blvd. 
Forth Worth, Texas 76107

Exxon Corporation 
2151 Avenue of America 
New York, NY 10020 
212/974-4751

Gulf
Box 1166
Pittsburgh, PA. 15230

Kerr McGee
Kerr McGee Tower
Oklahoma City, Okla. 73125

Koch Industries. Inc. 
4111 East 37th Street N. 
Wichita, Kansas 67201

Marathon Oil Company 
539 S. Main Street 
Findley, Ohio 45840

Murphy Pii Corporation 
200 N. Jefferson Ave.
El Dorado, Arkansas 71730

Pennzoil Company 
900 S.W. Tower 
Houston, Texas 77002

Frank Bamett 
Union Pacific Corp.
345 Park Avenue 
New York, NY 10022 
212/593-1700
J. K. Jamieson 
2151 Avenue of America 
New York, NY 10020 
212/974-4751
M. A. Wright 
Exxon Company 
Box 2180
Houston, Texas 77001 
713/221-6883
B. R. Dorsey 
Box 1166
Pittsburgh, PA. 15230 
412/391-2400

Dean McGee 
Box 25861
Oklahoma City, Okla. 73125 
405/236-1313
Charles Koch 
Box 2256
Wichita, Kansas 67201 
316/838-7741
J. C. Donnell, II 
539 S. Main Street 
Findley, Ohio 45840 
419/422-2121

Charles H. Murphy, Jr.
200 N. Jefferson Ave.
El Dorado, Arkansas 71730 
501/862-6411

J. Hugh Liedtke 
900 S.W. Tower 
Houston, Texas 77002 
713/228-8741



COMPANY CENTRAL tí

Phillips Petroleum Co. 
Bartlesville, Okla. 74004

Skelly Oil 
Box 1650
Tulsa, Okla. 74102 
(Sub-Mission Corp. 
Sub of Getty Oil)

John M. Houchin 
Bartlesville, Okla. 74004 
918/661-6600

Harold Berge 
Box 1650
Tulsa, Okla. 74102 
918/584-2311

St. Oil of Indiana 
200 East Randolph Drive 
Chicago, Illinois 60601

St. Oil of Ohio
101 West Prospect Ave.
Cleveland, Ohio 44115

Tenneco 
Box 2511
Houston, Texas 77001

Atlantic Richfield - L.A. 
515 South Flower Street 
Los Angeles, CA. 90071

John E. Swearingen 
200 East Randolph Drive 
Room 1929
Chicago, Illinois 60601 
312/856-6300

Charles Spahr
101 West Prospect Avenue
Midland Bldg. - Room 1750
Cleveland, Ohio 44115
216/575-5450

N. W. Freeman 
Box 2511
Houston, Texas 77001 713/229-4454
PACIFIC
Robert A. Anderson 
515 South Flower Street 
Los Angeles, CA. 90071 
213/486-2537

Getty Oil
3810 Wilshire Blvd.
Los Angeles, CA. 90010

J. Paul Getty 
3810 Wilshire Blvd.
Los Angeles, CA. 90010 
213/381-7151

Occidental
10889 Wilshire Blvd.
Suite 1500
Los Angeles, CA. 90024

St. Oil of California 
225 Bush Street 
Room 1766
San Francisco, CA. 94104

Union Oil of California 
461 S. Boylston Street 
Los Angeles, CA. 90017

Dr. Armand Hammer 
10889 Wilshire Blvd.
Suite 1500
Los Angeles, CA. 90024 
213/879-1700 Ext. 1111

0. N. Miller 
225 Bush Street 
Room 1766
San Francisco, CA. 94104 
415/894-3232
Fred Hartley 
Box 7600 
Los Angeles, CA.
Pi I//. gr.- ynoo 90051



January 8, 1974

NOTE TO CORRESPONDENTS:

The Treasury Department has issued the. following statement 
in response to a report on some issues of international mone­
tary reform released today by the Subcommittee on International 
Economics of the Joint Economic Committee:

We have not yet studied the report in detail, 
nor are detailed comments appropriate. We would 
point out the Subcommittee report does not cover 
the whole range of monetary reform.

In the immediate situation, we believe there 
is wide agreement both here and abroad that the 
more flexible exchange rate arrangements now in 
effect are appropriate. At the same time, we wel­
come the emphasis of the Subcommittee on developing 
appropriate guidelines or rules for exercising sur­
veillance of such practices. We also welcome the 
support for the Administration’s efforts to remove 
controls on capital flows.

As long ago as his IMF speech in September 
1972, Secretary Shultz, while assuming par values 
would provide a ’’center of gravity" in the ex­
change rate system, suggested the importance of 
a new monetary system incorporating in a realistic 
way an option for countries to float. This has 
remained the U.S. position.

oOo
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FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephones 395-3537

FOR IMMEDIATE RELEASE JANUARY 9, 1974

OCTOBER AND 3rd QUARTER 1973 
RESIDUAL FUEL OIL PRICES RELEASED

The average price of East Coast tanker, pipeline and barge 
quantities of residual fuel oil delivered to purchasers for resale 
went from $4.39 a barrel in September to $4.76 in October, accord­
ing to William E. Simon, Administrator of the Federal Energy Office.

The average price of residual fuel oil picked up by purchasers 
for resale increased from $2.43 to $2.49. This oil averaged a 
lower price than others because of sulfur content and other character­
istics. Tanker and pipeline deliveries to East Coast electric 
utilities averaged $5.04 a barrel in October, an increase of 61 cents 
from September.

For tanker, pipeline and barge quantities, East Coast marketers 
paid an average of $5.04 a barrel for residual fuel oil with sulfur 
content of one percent maximum, an increase of 33 cents from 
September; $4.52 a barrel for oil with sulfur content of 1.5 percent 
through 2.2 percent, an increase of 64 cents; and $3.80 a barrel for 
oil with sulfur content over 2.2 percent, a 41-cent increase.

The survey is part of the surveillance under the Presidential 
Proclamation on oil imports. This report is limited to No. 6 residual 
fuel oil, both domestic and imported. Excluded are intracompany 
business, sales to the Department of Defense, and sales outside the 
U.S. These results are obtained from the summation of individual 
company submissions and include business on contracts of various 
vintages and spot transactions.
Attachment -FEO-
E-74-11
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FEDERAL ENERGY OFFICE SURVEY OF NO. 6 RESIDUAL FUEL OIL

1/ 2/ 3/
EAST COAST SALES , REVENUE AND COSTS PER BARREL , BY REGIONS

OCTOBER 1973

All Regions Region A Region B Region C Region D
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Delivered Picked up Delivered Picked up Delivered Picked up Delivered Picked up Delivered Picked up

to by to by to by to by to by
PART I. SALES Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser
A. To resellers: 4/li Tanker, pipeline or barge $4.76 $2.49 $4.67 $ - $5.55 $NR $5.60 $4.50 $NR $NR

2. Truck or tank car 4.85 4.75 5.36 4.69 5.21 5.67 4.96 4.41 4.06 3.71
B. To electric utilities:

1. Tanker or pipeline 5.04 5.12 5.35 NR 5.65 3.24 __ ' 3.90 NR
2. Barge 4.98 5.02 NR NR 6.03 NR 4.31 5.36 4.74 NR
3. Truck or tank car 4.92 -- NR -- — -- -- -- NR —

C. To other consumers:
1. Barge 4.37 3.75 5.24 NR 5.33 NR 4.27 3.32 3.36 3.72
2. Truck* or tank car 5.15 4.12 5.35 4.27 5.69 5.22 4.90 4.19 4.10 3.75

PART II. ̂  PURCHASES BY MARKETERS
f* V’ §

Tanker.'Pipeline or Baree All Reeions Region A Region B Region C Region D
Sulfur content: , 8 1

A. 1% maximum $5.04 $4.99 $5.71 $4.48 $NR
B. Over 1% thru 1.5% [ 1 -- 1 —  " | — — 7*i —
C. Over 1.5% thru 2.2% 4.52 NR NR NR
D. Over 2.2% 3.80 NR NR NR 3.67
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SEPTEMBER 1973

All Regions Region A Region B Region C Region D
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Delivered Picked up Delivered Picked up Delivered Picked up Delivered Picked up Delivered Picked up

to by to by to by to by to by
PART I. SALES Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser Purchaser

A. To resellers:
$NR^/II Tanker, pipeline or barge $4.39 $2.43 $NR $-- $NR $NR $3.66 $NR $NR

2. Truck or tank car 5.02 4.19 4.88 4.45 5.79 5.28 NR 4.18 NR 3.10

B. To electric utilities:
1. Tanker or pipeline 4.43 4.70 4.59 NR 4.95 -- 3.51 NR 3.84 NR
2. Barge 4.55 4.79 NR NR 5.19 NR 3.95 5.00 4.26 NR
3. Truck or tank car 4.68* -- NR — NR* •!*§§ SB NR “ “

C. To other consumers:
1. Barge 4.17 3.52 5.02 4.67 4.86 4.04 3.94 3.13 2.98 3.46
2. Truck or tank car 4.74 3.85 4.96 3.71 5.23 4.90 4.51 3.82 3.70 3.56

PART II. PURCHASES BY MARKETERS
Tanker, Pipeline or Barge All Regions Region A Region B Region C Region D

Sulfur content:
A. 1% maximum $4.71 $5.11 $5.19* $4.37 $NR
B. Over 1% thru 1.5% — -- “ “

C. Over 1.5% thru 2.2% 3.88 NR 4.12 — NR
D. Over 2.2% 3.39 NR -- NR NR

*Revised



3
3rd QUARTER 1973

PART :1. SALES

All Reeions 
(1) (2) 
Delivered Picked up 

to by 
Purchaser Purchaser

Resion A 
(3) (4) 
Delivered Picked up 

to by 
Purchaser Purchaser

Reeion
(5)
Delivered

to
Purchaser

B
(6)
Picked up 

by
Purchaser

Reeion
(7)
Delivered

to
Purchaser

C
(8)
Picked up 

by
Purchaser

Reeion
(9)
Delivered

to
Purchaser

D
(10)
Picked up 

by
Purchaser

A. To 
1.

resellers:
Tanker, pipeline or barge $4.22 $2.69 $4.15 $NR^ $5.21 $NR $4.41 $4.60 $4.16 $NR

2. Truck or tank car A.61 4.07 4.77 4.28 4.79 5.19 4.63 4.06 NR 3.07
B. To 

1.
electric utilities: 
Tanker or pipeline A. 18 A. 59 4.55 NR 4.52 3.57 NR 3.62 NR

2. Barge A. 27 A. 77 NR NR 4.84 NR 3.89 4.88 4.07 NR
3. Truck or tank car 4.50 — NR — NR — — — 4.43 —

C. To 
1.

other consumers: 
Barge A.09 3.43 4.84 4.53 4.72 3.89 4.02 3.09 3.01 3.36

2. Truck or tank car A.58 3.68 4.83 3.49 5.11 4.74 4.34 3.83 3.58 3.27

PART II. PURCHASES BY MARKETERS 
Tanker, Pipeline or Baree All Reeions Region A Region B Region C Reeion D

Sulfur content:
A . 1% maximum $4.52 $4.72 $4.91 $4.40 $NR
B. Over 1% thru 1.5% NR -- NR -- —
C. Over 1.5% thru 2.2% 3.67 3.62 4.02 __ NRD. Over 2.2% 3.20 NR NR NR 3.78

1/ Excludes intracompany transactions in which exchanges of goods and/or services are significant, sales to the 
Department of Defense, and sales outside the United States.

2/ Reflects all allowances and charges, including delivery charges of vendor.
3/ Regional classification by destination. Regions consist of: A, New England; B, New York and New Jersey; C, Pennsylvania, Delaware, 

Maryland, District of Columbia, and Virginia; and D, North Carolina, South Carolina, Georgia and Florida.
4/ NR - not released in order to avoid possible disclosure of individual company information.
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RESULTS OF TREASURY’S 52-WEEK BILL AUCTION

Tenders for $ i# 8 billion of 52-week Treasury bills to be dated 
January 15, 1974, and to mature January 14, 1975, were opened at the 
Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED COMPETITIVE BIDS:
High 93.038

i Low 92.905
Average - 92.975

Tenders at the low

Equivalent annual rate 
Equivalent annual rate 
Equivalent annual rate

6.885% 
7.017% 
6.948% 1/

TOTAL TENDERS APPLIED FOR AND. ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Applied For Accepted
Boston $ 26,870,000 $ 10,870,000
New York 2,422,845,000 1,278,925,000
Philadelphia 26,215,000 1,215,000
Cleveland 18,280,000 3,230,000
Richmond 56,180,000 46,430,000
Atlanta 25,275,000 9,975,000
Chicago 178,445,000 87,945,000
St. Louis 31,305,000 15,295,000
Minneapolis 36,930,000 31,930,000
Kansas City 21,695,000 16,695,000
Dallas 23,910,000 7,910,000
San Francisco 351,630,000 289,630,000

TOTALS $3,219,580,000 $1,800,050,000

]J This is on a bank discount basis. The equivalent coupon issue yield is 7.44%.
U  Includes $55,460,000 noncompetitive tenders accepted at the average price.



FEDERAL ENERGY OFFICE
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

FOR IMMEDIATE RELEASE January 10, 1974

FEDERAL AGENTS AUDIT 
OIL REFINERS PRICES AND SUPPLIES

Administrator William E. Simon today announced that a 
joint task force of Federal Energy Office (FEO) and Internal 
Revenue Service (IRS) investigators has begun auditing price, 
profit, and supply records of every petroleum refiner in the 
country.

The task force will conduct continual field reviews of the 
major refiners —  those refiners controlling approximately 90 

percent of the refinery capacity in the United States. Other 
refiners will be subject to ongoing desk audits in Washington. 

Authority to conduct these audits comes under provisions of 
the Economic Stabilization Act and the Emergency Petroleum 
Allocation Act.

"The Refinery Audit and Review Program is designed to 
ensure that petroleum product price increases are justified 

and reflect only increased costs to refiners for imported and 

domestic petroleum supplies and not increased profits. The 

program will also give FEO means to verify the accuracy of 
refiner reports on crude oil and product supplies and is a 

Major step toward establishing an independent reporting and 

information system on refinery inventories at FEO," Simon said.

E-74-12 (more)
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The audit task force will be divided into teams that will 

be conducting continuing audits in corporate offices, visiting 
individual firms as often as four times a year. The teams 

consist of FEO cost analysts and IRS agents who have been 

trained in FEO petroleum regulations and are experienced in 
refinery accounting practices. The initial audit team will 

include 35 agents.
The overall program will cover all 140 refiners in the 

U.S., Desk audits of the smaller refiners will be expanded to 

field reviews as the need dictates.

"The program in no way reflects on the refiners," Simon 
said, "but it will assure us that they understand and are 

abiding by FEO regulations."
FEO regulations permit a refiner to adjust prices once 

a month but only to reflect increased costs for crude oil 
(foreign and domestic) or refined products purchased for resale

Refiners must reflect these increased costs through unifo* 
application of price increases to particular types of products. 

The refiners must also report cost justification calculations 

to the FEO each month to support their price increases, and 
they are prohibited to carry excessive inventories.

I -FEO-



FEDERAL ENERGY OFFICE a
Public Affairs

4001 New Executive Office Building \ H 
Washington, D. C. 20461 

Telephone: 395-3537

FOR IMMEDIATE RELEASE JANUARY 10, 1974

PETROLEUM SITUATION REPORT 
WEEK ENDING DECEMBER 28, 1973

The Federal Energy Office today released its weekly report
on the petroleum situation for the week ending December 28, 1973.
Highlights of the report:

Imports continued to decline by 300,000 barrels 
per day from the previous week. However, they remained 
above the level of a fully effective embargo.

Demand showed a significant reduction, 1.8 million 
barrels per day below the forecast for the latest week 
and 900 thousand barrels per day below the forecast for 
the latest month.

Gasoline, residual oil and jet fuel all showed 
significant reductions in demand. Reductions in demand 
for all petroleum products were due primarily to the 
continued relatively mild weather for December and the 
number of energy conservation measures that have been 
adopted throughout the Nation.

Attachment: Petroleum Situation Report
Week Ending December 28, 1973

-FEO-
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ENERGY SCORECARD

1/ Apparent demand calculated from supply and stock change.
2/ Reflects the average level of Imports expected during the fourth quarter 

with the effect of embargo not fully realized.
3/ Increase



PETROLEUM SITUATION REPORT 

Week Ending December 28, 1973

This continues a series of weekly reports on the 
petroleum situation. It is based on actual results 
for the week ending December 28, as reported by the 
American Petroleum Institute, compared with the 
Federal Energy Office forecast for the fourth 
quarter of 1973.
This report appraises the current supply gap and 
identifies hów this gap was closed, whether by 
increased domestic production or imports, by 
reduced consumption, or by accelerated inventory 
withdrawals. Significant week to week variations 
in actual results will be due to weather changes, 
possible bunching in ship arrivals, fluctuations 
in secondary stocks and other factors in addition 
to basic supply and demand changes.

The first two charts indicate how the gap between projected demand and 

projected supply was closed in the week ending December 28, and in the 
four weeks since December 1. The first bar on each chart shows the 
problem: the gap of 1.4 million barrels of oil per day, as originally 
forecast, augmented by a failure of imports or domestic production of 

crude oil to reach even the forecast level. The second and third bars 
in each of these chart show the effects of actions and events in 

closing the gap. For the current week, as shown on Chart 1, the failure 

of imports to reach the forecast level added to the shortfall. This 
was met entirely by demand below the forecast level. For the four weeks 
since December 1, lower than forecast demand was responsible for meeting about 

two-thirds of the anticipated shortage and below forecast production of 

crude oil. Imports were above forecast but a reduction in inventories at 
a rate of 400,000 barrels per day above forecast was required to close 

the deficit.
1



Imports

Imports of all petroleum products for the week were 600,000 barrels per 

day above the 4.6 million barrels per day forecast for December. This is 

the period when the embargo was expected to reach a fully effective level. 
Although imports have declined over the last four weeks, as shown in 
Chart 3; they are still abpve the level forecast for this month.

The Demand Situation

Demand for the four major petroleum products was 13.0 percent below 

forecast for the week ending December 28, and 6.3 percent, or 900,000 
barrels a day, below forecast for the four week period since December 1, 
as shown in Chart 4. Demand for distillate fuel oils was close to forecast 
while demand for the three other major products was below forecast.

Gasoline demand was 18.6 percent below forecast for the week, and since 

December 1, 8.7 percent below forecast. This indicates a significant 
response to the administration conservation measures, and a savings of

600,000 barrels per day over the last four weeks.

Demand for distillate fuel oils was 4.2 percent below forecast for the week 

ending December 28, as milder weather returned after the colder weather 

of the previous week. During the last four weeks, demand for distillate 

fuel oils has been close to forecast despite the warmer than normal 

weather the country has been experiencing.

2
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Residual fuel oil demand was 11.1 percent below forecast last week.

This is in marked contrast to the previous week when it was 3.3 percent 
above forecast. For the four week period since December 1, demand was 
2.5 percent below forecast.

Demand for jet fuel was at approximately the same level as a week ago, and 

was 12.5 percent below the forecast. In the past four weeks demand has 

lagged 17.6 percent below forecast. Demand has been seasonally higher 

during the latter part of the month due to the holiday traffic.

Inventories m

Inventory reductions were very close to the forecast rate for the week. 
Crude oil inventories were reduced at a rate of 900,000 barrels per day, 

to maintain refinery production in the face of decreased crude oil imports. 
Stocks of most major products were steady to higher after having been 
reduced during the two preceeding weeks.

Jet fuel stocks provided the exception. Stocks were drawn at a rate 

slightly above forecast, in contrast to the previous three weeks when 

stocks were increased each week. The reduction during the current week 
reflects a lag in the production of jet fuel.

Gasoline stocks were increased at a rate of 600,000 barrels per day.

This is normally the period during which gasoline inventories are building 

to meet summer demand. However, these inventories were drawn down during 
the early part of December and are below the level of a year ago.

3



With the milder weather of last week and reduced demand for distillate 

fuel oils, stocks were increased after being drawn down in the two 

previous weeks to meet demands due to colder weather. They remain much 
above the level a year ago. Stocks of residual fuel oil increased 
over the week, but are below the level of last year.

Weather

The Nation's weather was warmer than normal for the week ending December 30. 
Oil heating degree days were 21.3 percent below normal for the week and 

for the period since July 1, cumulative degree days were 9.8 percent 
below normal. Chart 5 illustrates the regional differences.

January temperatures in the Northeast are expected to be above normal, 

while the Midwest is expected to have normal to below normal temperatures.

4



THE PETROLEUM SITUATION 
WEEK ENDING DECEMBER 28, 1973 
(Millions of Barrels per Day)

THE PROBLEM COPING WITH• i 18 .'V? H £ ; j THE PROBLEM
EFFECT ON 
INVENTORIES

1.4

0.3

1.8
Reduction of Actual 
Demand for 
Petroleum Products 
Below Forecast

Demand/Supply 
Gap as 
Originally 
Forecast

Shortfall of 
Actual Imports 
Below Forecast

*

*Inventories were 
reduced slightly 
less than forecast.
i

1.7

Chart 1



THE PETROLEUM SITUATION 
FOUR WEEKS ENDING DECEMBER 28, 1973

THE PROBLEM COPING WITH 
THE PROBLEM

EFFECT ON 
INVENTORIES

0 . 1

1.1

1.4

1.5

Demand/Supply 
Gap as 
Originally 
Forecast

0.2

0.9

Shortfall of Actual 
Domestic Crude 
Production 
Below Forecast:

Excess of 
Actual Imports 
Above Forecast
Reduction of 
Actual Demand for 
Petroleum Products 
Below Forecast

0.4 Inventories 
Drawn Down 
Faster than 
Expected

Chart 2
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Chart 4

DEMAND SITUATION

PERCENTAGE DIFFERENCES OF ACTUAL DEMAND FROM FORECAST

Week Ending

-18.6%

Gasoline Jet Distillate Residual Total of Four
Fuel Fuel Oils Fuel Oil Products

Four Weeks Since 
December 1

-17.6%



Chart 5

HEATING DEGREE-DAYS FOR THE WEEK
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Chart 6

Note:

PROJECTED HEATING DEGREE-DAYS FOR JANUARY 1974 
Departure from Normal (1941-1970)

Above normal degree days correspond to below normal temperatures. 
In the area marked indeterminate, temperatures are projected to be 
near normal.



Department of the T R E A S U R Y
ISLINGTON, D.C. 20220 TELEPHONE W04-2041

s\

FOR IMMEDIATE RELEASE JANUARY 11, 1974

LOCKHEED BORROWING APPROVED BY 
EMERGENCY LOAN GUARANTEE BOARD

The Emergency Loan Guarantee Board approved the request 
of Lockheed Aircraft Corporation and its lending banks for 
permission for the company to borrow from the banks up to 
an additional $20 million under Government guarantee, 
which, when drawn down, will bring total borrowings permitted 
under Government guarantee up to $220 million.

Lockheed is authorized under the terms of its agreement 
with the Emergency Loan Guarantee Board to borrow from its 
lending banks up to a maximum of $250 million under Govern­
ment guarantee.

oOo
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JANUARY 9, 1974

TRANSCRIPTION OF TAPE

SECRETARY OF THE TREASURY GEORGE P. SHULTZ 
at MEETING OF U.S. INDUSTRIAL PAYROLL 

SAVINGS COMMITTEE



SECRETARY OF THE TREASURY GEORGE P. SHULTZ: Th is  Is 
an occasion f o r  me to express my thanks to those o f  you who have 
¡served arid my thanks to those o f  you who are embarking on. next 
year's campaign f o r  tha wonderfu l work I know you w i l l  do* I 
do 'want to a l s o  say a 'word or two about the economy and something 
about the s e t t i n g ,  you might say ,  tha t  the campaign w i l l  take 
place In.

But f i r s t  l e t  ms express the  a p p re c ia t io n  o f  the P re s id en t  
for the work t h a t ' s  been done. I went over to see him» T guess 
about a month and a h a l f  o r  so ago, and ta lk ed  to him about t h i s  
occasion today and asked him i f  he wou ld . take p a r t  in i t *  And 
hs accepted w ith  a l a c r i t y *  looked over the m ate r ia l»  arid knows 
the names o f  the people who are s e r v in g ,  and app re c ia te s  th a t  
vary much and i s  impressed and i s  s o r ry  th a t  he i s  not ab le  to 
be with ns today.

I a l s o  would l i k e  -•* 
but I want a l s o  to express the 
snd j u s t  t e l l  you a l i t t l e  b i t  
Saturday th a t  1 f i r s t  began to 

would not be here 
and so \ c a l l e d  J e r r y  
!»? sa id ,  "G rea t .  I*d 
these e f f o r t s  t ha t  y ou8 re  raa k 1 a g . 
him and. s a id ,  "No* we*11 come over 
do th i s  and t h a t . M Hs s a id ,  “ I t ' s  
over the re ,  i f  I come to them.1* So

and so 1 express  h is  a p p r e c ia t i o n ,  
a p p re c ia t io n  o f  the Vice P re s id en t  
there  because I th in k  i t  was l a s t  
get t ha t  unea $y f e e l ing th a t  my 

today and I shou ld  do something about i t .  
Ford and he - -  and I exp la ined  to him, and 
love  to meet w ith  them.a And he app re c ia te s  

I exp la in ed  the program to 
there  to your o f f i c e  and w e ' l l  
much e a s ie r  f o r  them i f  i  corns 

he 's  coming ove r  hers .  He's
Ilooking forward to having a few words o f  h is  own to say* and 

think a f t e r  he 's  done that» he hopes th a t  y o u ' l l  s ta y  around f o r  
f l i t t l e  w h i le ,  and not have a r e c e i v in g  l i n e  or any th ing ,  but 
b$5d j u s t  want to m ing le  around and shake your hand arid 'say h e l l o  
sad meet 
doing.

your
y ou parsona 11 y a nd g I v a h 1 s app rec 1 a t  tors f  or wha t  yots8 re

Mow I th in k  tha t  i  t  * i  $ important to emphasize what Paul



2
has said. This is a program that 1s very important — $80 b ill ion»I[$61 'bill.ion# 23 million Americans involved. It's just got to be something of great significance.

flow* I have a picturè of Aìexander Ham 11 ton 1 n my. ■&ffice*II and 11 m sure you all knew that Alexander Haiti ton* sis the first Secretary of the Treasury* immediately decided to call in the I War of Independence bonds* redeem them at face.,value., and tissue linai securities on the theory that If private citizens field the I public debfs or a piece of the public debt* that was a good thing 
for the country. It. represented stability. And m  have been 

I at it every since* hut l think that idea is a very profound Idea* liars Important Idea» and it  seems to me* particularly with all the 
I trials and the tribulations that we8ve had this past year* toI have such a performance as Mel and you all turned in shows thatII that idea is very much alive» and w® should be grateful for it.

Nows I listened carefully as Mill was talking* and I■ didn't; realize that he Was a stand-up comic* but you didn't either*
■ because l̂ no t i c ed  you d i d n ' t  laugh a t  h i s  j o k e s . On® o f  h is  jo ke s  
■¡Sli ifJf ; ? was |n charge o f  the U.S. economy* and nobody laughed.I He did giva ma that slight used1 a about wage-and-price control$»
I but I th in k  the p o in t  Is* the p o in t  i s  th a t  nobody i s  in  charge 
I of^the' U.S. economy. The wonderfu l th ing  about i t  i s  i s  tha t  
| i t vs its charge o f  i t s e l f .  T h a t ’ s what a f r e e  system Is supposed 
I ta  be* and I th ink*  f o r  my part* tha t  the on® in g r e d ie n t  o f  p a t r i o t i s  
l o t  what i t  i s  th a t  you buy a bond fo r*  i s  the a b i l i t y  to l i v e  
I a f rea soc ie ty»  and f o r  the re  to fee a f r e e  s o c ie t y  * there  must 
I b@ b a s i c a l l y  a f r e e  economy. And I c e r t a i n l y  f e e l  th a t  one o f
I my re ¿possibilities is to e x e re is® ® v ery ou r c e o f I n g a n u 1 ty t ha tII can to return it  to a free economy and to be sure that we continue 
It© r@st our basic assumptions about what makes it  go on that basic
I p r in c ip ie.

 ̂ * Now I have the p r i v i l e g e *  f i r s t  o f  p resen t ing  some awards
m$ ovin» and Marty i s  s tand ing  here Im pa t ien t ly  f o r  me to do 

So l e t  me f i r s t  do th a t  and ask a l l  o f  the in d u s t r y  and 
geographic members of^the 1973  committee to stand* and Dr, Houghie 
j “ j 5 Dave* i f  you would come here or? t h e i r  beha lf*  as you are 

chairman o f  the banking group5 and re ce iv e  a l e t t e r  and an 
award*; and I th in k  the o the r  awards w i l l  be presented in the same 
s mo oth way t  ha t M i1 1 Bat t su (?) had h1s pr e s e n ted aro y nd . A nd
th is  Is a medal arid a l e t t e r s  Dear Dave» I want you to know how 

1n heha1f  o f  the n a t  i on 
Sa¥1n g s Commi t tee  and

gratefu l I am f o r  you r  ou ts tand ing  s e r v i c e  
fi, member of. the U.S. I n d u s t r i a l  P a y ro l l  

p  Csiairmai? f o r  the banking in d u s t r y .  You p layed a major pa r t  
i iLi.k?«.success o f  the committee* ' 1 9 7 3  campaign and ijade a s i g n i f i c a n t  
l^ ^ r l b o t i o h  to our e f f o r t s  to manage the p u b l i c  debt w is e ly .  
u!s sS i S  o f  s isa l .1.er*d.®BOs1 oat.i©a E bonds has been ra is e d  to an

H i  f*;y J 1 1 a v e 1 o f  m o r  e t  h a n 4 . 4  b i 111 *o n * 
che sc ro l l raen t  o f  empi©yeas e i t h e r  as new

ti < l Q 111 g h 6 s t  
p a y r o l1 :

nc
a v

Ì 94 5 . 
o r  fo r
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increased allotments far exceeded our year5s goal of £940G,ùÒQ — you see how we hedge those numbers.

Please accept the attached savings bond medal of merit as an expression of appreciation from your government*
[Applause]
Now we would like to a lit t le  bit more than dimply recogniz the past chairman, and we have with us today B i l l ' Swy.nrt (?) and also pin Haugbton (?)* and pan.» Will you please come here on behalf 

I of the past chairman and accept this outstanding leader award 
I from the -- and wo appreciate your continued Interest in the program ■ vary much indeed.

[Appi ause]
Now, M ills you have already received a sustained hand you deserve one after another«, and there are two awards here for 

pro 6$ and for your .leadership. You have a very nice quiet way of saying things that are really quite profound and of Instilling a sense of confidence and, as your quotation from Adjai Stevenson brought̂ out9 more than ) 0 t  a sort of spirit of the femdnt| but 
a sustained drive. And we all recognize that and appreciate it* .

And I have two awards here, a medal of merit awarded 
to Will lata K. Batten for distinguished leadership as 1973 chairman» tlis U.S. Industrial Payroll Savings Committee» and this is a ~~ looks like a geld medal and there is some gold in it  — 43%, J*! 
told, so i f  the price gets much higher you can me!t it  downs anú it's a nice handsome Treasury medal * and we have that, and then 

have, a parchment, framed parchment from the Department of* the 
Treasury& a citation. And again, I would like to reac! It because *t |1v&§ me special pleasure- to recognize Mill Batten, whom I*ve had the pleasure of associating with in one way or another for tirite a few years now.

For d i s t i n g u i s h e d  le a d e r sh ip  o f  ths  197.3 Take Stock 
In America P a y ro l l  Savings Campaign. Responding to h is  i n s p i r i n g  

.example and h is  excep t iona l  e f f o r t s ,  AsieHcan in d u s t r y  f a r  exceeded 
[Us^goal o f  enro l l i n g  2,400 »000 savers  in  ! 9 7 3  & ra i s e d  the sa le  
g f  Ser ies  £ bonds through th s  p a y ro l l  sav ings  p lan  to the h ighes t  

t o t a l  in 28 yea rs .  Th is  c o n t r i b u t i o n  to t h e  s e c u r i t y  o f  
ju0^  in d i v i d u a l s  and ths  na t ion  i s  an im pr es s iv e r e s u l t  o f  h is  
Unt ir ing e f f o r t s *  H is  ded ica ted  s e r v i c e  i s  in  .the f i n e s t . t r a d i t i o n  
i -?!B vo lun tee r  s p i r i t  which c h a r a c t e r i s e s  the sav ings  bond program 
piis g ives s t reng th  and v i t a l i t y  to the American way o f l i fe*.

„ Givo under my hard andr f (i  o añú s1qned, abd a n i ea p1c 
||fid1ng& the T r e a s u ry B « 11 d i ss- g.

seal this 9th clay of January,Ore of dashlngtos1s oldest federal

[Appi suss]
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How let me make just a few moire comments before -I.turn ■this over to the new chairman* ! did take note of the fact that ■the business of selling government securities to our citizens ■has a long history» starting right witfj the beginning of the country ■and it 's  gone on ever since. There ha v all sorts of technique
■used9 and during k'orld l*lar II particularly» I think they were 
■pretty jazzy [unintel1igibla]* We had Jack Benny playing and ■Fred Astaire dancing and Lucille Ball and ail sorts of people ■prosioting the savings bond* This year» in addition to your efforts» Hwa rely on the technique of a lit t le  better price* I understand ■from ray days back in the old days» when I was In the real world» ■that price counts» and so the 6% rate» 1 think» will be helpful.

Perhaps it  is also worthwhile to say a lit t le  bit about ■the environment within which the program will go forward» the 
■economic environment. And certainly I am not here finally to 
■unveil It and tell you Haw 11*s going to be» but let me just try ■to Interpret a few aspects of it  and suggest the m y  in which 
mm will try to position public policy with respect to the economy.

First of a l ls obviously* there is the question of energy ■and how to look at that problem* and I would have*to say to you ■that I look upon It and I think Bill Simon looks upon it  ■as a year of opportunity. And i say that recognizing the grave 
■short-term problem that we have that must not b-a underestimated»■but «ore 1a the spirit of saying that our real problem its the ■energy area is the long-term problem. That Is the one We have 
■to get gW eye on and keep our eye c.nff and it  seems to me that ■tbs big thing we must do is have the ingenuity to use the undoubted ■critical t if f  that we have to get people to realize the longer- ■terra problem and gat ourselves positioned as a country» both in  ■the public side and* the private side» in a sense to take advantage ■of |h| cris is3 turn It into an opportunity» and really get started 
■domi the right of solving the long-term problem that Ire have.
I *; Howa the President has been working at it  this way»
P i l l  Simon has« Sec re ta ry  K i s s in g e r  i s ,  and l b e l i e v e  tha t  in 
Iterms o f  tha a n fo ld in g  ©f  the enar§y $y b j e c t s oy r  b igges t  p r©b1 am 
■ probably w i l l  be th a t  when the embargo- ends» assurnlog I t  w i l l  
Pnd somatime or  another» and I don31 mean to put th a t  forward 
las any r kincl ©f  a pr@cl I c11 oo* bit t  so©ne r  or 1 a t e r  t hera w 111 be 
Pn ending o r  d im inut ion*  When i t  endss our problem w i l l  ha to 
|S@t people to keep 'pay ing  a t t e n t i o n ,  and t h a t  i s  one o f  the things.» 
I ’st seems to  me* we have to concen t ra te  on.

I v »low as far as sort of the immediate Impact is concerned  1̂ 1 i t*  anyway» what we have Is an economy that has been pawing faster than it  can fft real terms» in a sustained long- 
|erm sense» and which tie had to slow down end wore slowing down. |n<* Thao hit by the energy boycott and the tremendous increase Is prices* we have two things that happened.

9

First»- you bays a kind of automatic discontinuity in



the rate o f  growth* That I s ,  i f  y o u ' r e  going a lo n g . ' l i k e  th is»
what happens as a r e s u l t  o f  the boyco t t  and the high p r i c e s  i s
that you i n e v i t a b l y  go down a step and then» presumably» you * 11
¡be able to  gat back on tha t  growth paths', hut you; have to rnova
If rosi a somewhat d i f f e r e n t  le ve l«  To put T t  another way» when
ws suddenly have to pay out from our goods and s e r v i c e s  and e f f o r t s
a larger sum abroad f o r  the same th ing» th a t  a u to m a t i c a l l y  means
that i t  takes something out o f  our standard o f  l i v i n g ,  iWi* fortunate?!
for us» i t  is»  w h i le  big» small  In r e l a t i o n  to. our t o t a l»  so i t
doesn't h i t  us in the way th a t  i t  h i t s  many o the r  economies.
Bat f i r s t  you have th a t  phenomenon» and then second» you have 
the obvious t r a n s i t i o n  th a t  people must go through as a r e s u l t  
of the change in p r ice»  l e t  a lone the u n ce r ta in t y  about supp ly .
And vie see many examples o f  that» and perhaps the most obv ious 
with which to ¿aka the p o in t  1$ the sw itch  to sm a l le r  ca rs  and 
the f a l l o u t  from th a t  in many ways.

But at any rate» In terms of the energy crisis» we have 
ihs President working on it  hard. Me have a very good man in 
Bill Simon in charge» and he really has taken charge» and he is smart and he works"all hours and he Is decisive and d r iv in g»  .and 
I think that ¿e ~~ it  is manageable if  we do it  right» and 1 think 
we have the person 1n place and bow getting the organisation in place to be able to manage It in £ satisfactory way*

But obv ious ly«  it  means i s l i g h t l y  lower p o s i t i o n  from 
[which to grow» a lower '  growth rate» in  e f f e c t»  f o r  the economy 
[as a whole» and i t  mean*» th a t  we have to su s ta in  the problem of 
[higher p r i c e s .

Now as f a r  as rea l  growth i s  concerned» the general 
Iview seems to be t h a t  we may have a drop in the f i r s t  q ua r te r  
pad then wo w i l l  s t a r t  growing» and» in o the r  words., vie w i l l  have 
ph is  pattern» and w h i le  I see no p a r t i c u l a r  reason to d isag ree  
[with i t»  I t  seems to me tha t  we do have a s i t u a t i o n  o f  f a i r l y  
|§*s&t unce r ta in ty»  compared w i th  most t imes in  the past» and so 
Iw@ should, in a sense» p lan f o r  tha t  un ce r ta in ty»  and we are .

I th ink»  myself» th a t  i t ' s  o f  even g rea te r  Importance 
[that m  .enact the P r e s id e n t ' s  p ropo sa ls ,  as f a r  as general Improvement 
lof our employment compensat ion Is concerned» ra th e r  then to ¿ontfnue 
Nov-m the path o f  s p e c ia l  unemployment compensation f o r  people 
N ŝ placed by imports  * s p e c ia l  unemployment compensation f o r  people 
[displaced by energy» or whatever i t  may be* I f  our system i s n ' t  
[what i t  should be» l e t  us reform i t  in  goners 1 r a th e r  than a l l  
P ? those d i f f e r e n t  s p e c i f i c  th in g s .  And the P re s id en t  has made 
r ,  Proposa l» over a year ago» or* that» and it seems to ma i t * s  
pDoyt time to get going on i t .

Beyond th a t  
pines f o rm  reí a 1 mpl! c

via f e e l  th a t  w ith  whatever f i s c a l  
; in  the budget, a n d l don't want

pel toy 
«o o fie o d p



that in any way* we should nevertheless have eurselves prepared to meet.different contingencies. I f  the economy grows faster than we'have thoughts we need to fee ready for that., If the economy turns out not to move ahead as. vast as we think it  should' &M could, then wa need to fee ready for that* And we are trying to think about preparation» you might say» for •economic: policy to' 
a greater degree than usual in terms of contingency primings and that in the light ©f what we see as far as Veal growth is fcofeSrnfd.

But» l believe» In all of the gloom that seams to be spread about the economy, that it 's  very easy to overlook some 
of the powerful elements in It. It*s vary easy, apparently» to overlook the continued increase in capital spending * Xt*s' very easy to overlook the volume of new orders * the almost certain 
expansions in state and local spending that will support tha economy and the very tense state of Inventories» which doesn't argue at 111 that |e will slide off» quite the reverse. Usually when yoilfre 
It the top of the business cycle and if  you start of yourself 
Is starting down, you are overloaded with inventories. That is not the case today.

So» there are many strong features in the economy» and 
i f government policy were to be positive» pure and simple» on the idea tha tithe problem Is to  s t i m u l a t e  the economy» we could pake q terrible error» just because of this strength that's there 
that's easy to underestimate. At the same ti$e* we must he position !§ a contingency sense» t© meet whatever may develop*

On the price side» obviously we have a terribly difficult problem» and have had all year long» stemming from many different causes. And the rising prices of energy» as they work their way [through the'eco-hgssy» will pose a real strong upward push on the 
Inf 1stton side* Again» not wanting to he Pollya'itieh» but neverthelQ 8R atmosphere where it.seems almost as though youfre net allowed 
iq r̂ecognize good news or a good feature» let me put forward three M_ings that seem to me to he on the potential plus side- as far f s thb, potential price performance Is concerned«.

with  1173
o_

particularly‘ . ' f  1 r s t  erf a 1 1 » comparing 1974
IJirst. h a l f  w ith  f i r s t  ha l f»  vis had in  1973  a devalued d o l l a r  and 
[a^coritinned d e t e r i o r a t i o n  o f  the d o l l a r  through the f i r s t  h a l f  
r Tt,’jh f  yea r .  C e r t a in l y  i s  the first h a l f  o f  1 9 7 4 » we w i l l  have 
■ f t l i a r  th a t  i s  s tronger»  to use th a t  te rm in o lo g y» 1 hope not

strong» Is a sense» and hot d e t e r io r a t in g »  so th a t  from the 
o f  the va lue  o f  our d o l l a r  In eke hänge markets;abroad» 

have a d i f f e r e n t  p ic tu re»  a s t ronge r  p i c t u r e  t h i s  year 
ja s t  ym r .  And s in ce  a g rea t  

| ŝ$ come from the ve ry  h igh ices
ea i of o 

o f .  raw iaat
r i n f l a t i o n  problem 
s r  i  a 1 s is a r  c h a s e d

|-ö|,oad» and not j u s t  energy raw m a te r ia l s *  I think this Is 1  f a c t o r
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of some significance. It h i t  us on the hack o f  the head last 
year. I should help us some this year.

Beyond that» with our economy expanding at a slower pace this year than last year -« certainly that yeti can say for 
I sura ~~ and the same can he said for other industrial economies» 
lit seems to 11 kely that at least some of the intense pressures 
m  ^  material markets as such will he relieved» and we may not $e@ quite the same push In some of those markets that""we have 
Issŝ  chis year» flow obviously» that is subject to market-by-ntarket ¡analysis ̂ [unintell igible]» but in an overall sens©» it seems to pa that factor is there.

, . third -- and here I recognize the strenuous efforts
pm@ by Secretary Butz this year and as he looks ahead to next 
lyear ~~ the administrative po r t io n  o f  agricultural policy was 
revolutionary this past year. I t  was turned on its head from |& po»i c y  that had existed for decades0 that the name of the qgme 
fas«t0 rf# r1ct output In order to get up price, nth the Secretary' HI addershi p 9 beginning over § year ago» this was turned around - great ̂ rsleases of acreage were made, all sorts of things"have" 
j>s&rs done so improve the supply» to Increase the suoply of food 
KS?yfts* ,Mow» ** tafc®s a Jong time for those things to take I si t i r e d  o f  hearing the Secretary say that it  takes ¿4 kiontns to grow a two-year steer» but t h e r e ' s  something to it. iiiiars is an unroldiog process here» and we will be now going into our second year in a row of virtually all-out efforts to raise production. And what Is your word» Earl? They're going to plant J"® rence rows. I think that's a phrase that you use a lot*
Ird #s. J® that taking place» and w© have had a big expansion I Prices are s t i l l  high» although they've coma downI * ®os-i. ceuifeoui i  1 ©s dramatical iy since their mid-summer highs.
WM  a9a i i i  we w i l l  have tremendous p la n t in g .

l s ,, those are three things that seem to ms to be onIvft? ¿̂us side. Nevertheless» we will have a test Inc? transition 
R  nr * * m  doubt about it. lie will have t© break mm ground 

«?2ncei>**oas «fro«*- how to manage government policy in this to do new things, 1 hope we have the courage 
K®, fme  °M things, a fid one of the aid things that Ile1vJ feel 1s so important is the sens ©“of our free■«»«hivet system.

old things 
v o s f  1 n 9 sos?Cs t  h 1 h g 
A1©xaodor 
ic debt put stable and
■and hea l thy  
hat f a c t  next
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Now i t  Is yoy I ti trod y ce the Incoming chairman? You do; Meli9 before you introduce the incoming chairman- I just 
want to say that in  my judgments we ha Je./keen very- very fortuna ist to sign him up» and through him m û  other efforts to sign up the commiitee that has been lined up and which was introduced hare — 
as the last one ¿fas Introduced* ôolm turned to me with soma satisfac­
tion in his volca and said» “Viel! »M he said»’ ■*th&i',-s quite a commi ite And it is and it*s a tribute to you and 11a s — l*m not allowed to Introduce you* but I do m n t  to pay my respects before he does,

[Applause]



Department of theTREASlIRY
Washington, d c 20220 TELEPHONE W04-2041
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MEMORANDUM FOR THE PRESS January 14, 1974

Secretary of the Treasury George P. Shultz will leave 
tonight for the meeting of the C-20 Ministers at Rome.

The United States experts that the Ministers will 
examine, among other matters, the impact of the 
energy crisis on monetary reform in the discussions this 
week. Secretary Shultz said nwe will try to come to grips 
with the facts and the estimates and then see what should 
be done.'’ He said a major concern would be the impact of 
the Arab embargo on the balance of payments position of the 
Less Developed Countries. "It appears that the added cost 
of oil to the LDC's may wipe out the concessional aid grants 
given them, so that in effect the energy crisis might wipe 
out the efforts of all to help the poorest people on earth," 
Mr. Shultz said.

oOo
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Department o f the TREASURY 
OFFICE OF REVENUE SHARING

WASHINGTON, D.C. 20226 I TELEPHONE 634-5248

FOR IMMEDIATE RELEASE JANUARY 15, 1974

REVENUE SHARING ALLOCATIONS TO BE 
MADE EARLIER, MORE ACCURATELY

States and local governments will receive earlier 

and more accurate estimates of general revenue sharing annual 

allocations as procedures announced today by Graham W. Watt, 

Director of the U. S. Treasury Departments Office of Revenue 
Sharing are put into effect.

Working with the U. S. Bureau of the Census, the Office 
of Revenue Sharing has developed a system whereby data will 
be reviewed by the recipient governments themselves in 

March, 1974, before the fiscal year 1975 allocations are 
calculated for each government. Since the data will have been 

verified in advance, fewer and smaller adjustments are expected 
to be made subsequently in allocations of shared revenues.

"Efforts to improve the quality of data used to allocate 
the money have succeeded to the point where we can provide 

recipient governments in April with excellent estimates of 
the funds they are to receive for fiscal year 1975. These
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amounts will be paid in quarterly installments in October 1974 

and January, April and July of 1975," Watt explained.

Revenue sharing entitlements (amounts to which governments 
are entitled under the law) are calculated according to a 

formula set forth in the State and Local Fiscal Assistance 
Act signed by President Nixon in October, 1972. The formula 
is applied to each of more than 38,000 local and state govern­
ments, using modern computer techniques to achieve accuracy.

The formula uses data relating to population, per capita 

income, adjusted taxes and intergovernmental transfers for 

each jurisdiction.

For fiscal year 1974, data was not available for complete 

review until after estimated allocations had been computed 
and quarterly payments begun. Data corrections have been made 

since that will affect fiscal year 1974 amounts for some 

governments.

"Adjustments that must be made in fiscal year 1974 entitle­
ments, based on the verified data, will be added to or subtracted 

from fiscal year 1975 payment amounts," Watt said. "We estimate 

that these adjustments will be small," he said, "since the data 

we are using now is of very good quality."
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Watt went on to explain that analyses of results of 

correction of data for 281 local governments make it evident 
that these places already have been paid as much as they 
should receive for the fiscal year. Payments to these places 

will be reduced or temporarily suspended pending final deter­

mination of fiscal year 1974 entitlements. The 281 jurisdictions 
affected are small counties, cities, and towns.

The State and Local Fiscal Assistance Act of 1972 

authorizes the distribution of $30.2 billion to more than
38,000 general purpose units of government. The money is 

to be sent to states, counties, cities, towns, townships,

Indian tribes and Alaskan native villages over a five-year 

period that ends in December of 1976. Thus far, $11,199 billion 
has been distributed.

#



Department of thefREASlIRY
Washington. d .c . 2022a TELEPHONE W04-2041

FOR IMMEDIATE RELEASE January 1 4 , 1974
TREASURY ANNOUNCES HAND-OPERATED LIQUID SPRAYERS 
FROM JAPAN ARE BEING SOLD AT LESS THAN FAIR VALUE

Assistant Secretary of the Treasury Edward L. Morgan 
announced today that hand-operated liquid sprayers from 
Japan are being, or are likely to be, sold at less than 
fair value within the meaning of the Antidumping Act of 1921, 
as amended. These sprayers are used in the household, service 
stations, beauty parlors, barber shops, and have other sundry 
applications. Notice of the determination will be published 
in the Federal Register of January 15, 1974.

The case now will be referred to the Tariff Commission 
for a determination as to whether an American industry is 
being, or is likely to be, injured. In the event of an 
affirmative determination, dumping duties will be assessed 
on all entries of hand-operated liquid sprayers from Japan 
which have not been appraised and on which dumping margins 
exist.

A  notice of "Withholding of Appraisement" was issued on 
October 15, 1973, which stated that there was reasonable 
cause to believe or suspect that there were sales at less 
than fair value. Pursuant to this notice, interested persons 
were afforded the opportunity to present oral and written 
views prior to the final determination in this case.

During the period of January 1, 1972 through September 
30, 1973, imports of hand-operated liquid sprayers were 
valued at approximately $900,000.

# # # #



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

FOR IMMEDIATE RELEASE JANUARY 111 1974

DON SHULA TO TELECAST ENERGY MESSAGE 

Coach Don Shula of the Miami Dolphins, while managing 

his team from the bench in its Sunday Super Bowl clash with 

the Minnesota Vikings in Houston, will also be appearing on 

the television screen to urge national teamwork in meeting 
the Nation's current energy crisis. The message was filmed 
in Mr. Shula's office late last week.

"You don't need to know much about football to know the 
importance of teamwork. Our country's energy crisis is no 

game. But if we all work together, it will work out better 
for all of us. So let's keep our thermostats at 68 degrees 
or lower, and let's all observe the new speed limits and 
save electricity where possible. If we all help, we'll really 

be helping ourselves. Please don't be fuelish," he says.
This is the third Federal Energy Office TV spot produced 

on a volunteer basis by Cunningham and Walsh, Inc., a New York 

advertising agency, for the Advertising Council's public 
service campaign on energy conservation.

-FEO-
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FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

EMBARGOED FOR RELEASE UNTIL 
6:30 P.M. E D T , SUNDAY, JANUARY 1 3 . 1974

POWER TRANSFER TO OIL-SHORT AREAS 
COULD SAVE 30,000 BARRELS DAILY

William E. Simon, Federal Energy Administrator, and 

John N. Nassikas, Chairman, Federal Power Commission, 
announced today that through a voluntary program within 

the electric power industry as much as 2 0 million kilowatt- 
hours of electricity per day may be furnished to fuel-short 
utilities in the Northeast and along the Atlantic seaboard.

This program represents a savings of about 30,000 
barrels of oil per day, which is equivalent to the oil require­

ment for generation of electricity to supply one million 

residences. These transfers will be accomplished by wheeling 

power from utilities located, for the most part, in other 
areas east of the Mississippi River. The power would come from 

utilities which primarily depend on coal, nuclear or hydropower 

for producing electricity.
The shortage of residual fuel oil for the production of 

electricity has already resulted in a number of companies, 

Particularly in the New England and Middle Atlantic States, 
converting from oil to coal at power plants which were tech- 
nically capable of such conversion while still able to meet 
Primary air quality standards. Such conversion will reduce

E-74-16 (more)
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the requirement for generating electricity with oil. Up to

2 0 0 , 0 0 0  barrels of residual oil daily could be saved upon 

completion of the overall conversion program involving 
twenty-six oil-fired generating units on the Atlantic Coast.

The National Electric Reliability Council (NERC) of the 
electric power industry met last Friday (January 4, 1974), 

with FEO and FPC representatives to review the activities, 
to date, taken by the industry to transmit or wheel power to 

the New England and Middle Atlantic areas from utilities 

generally west and southwest of these areas. The power will 
come from utilities which largely use coal to produce 

electricity.
NERC has completed a series of computer simulations of these 

interconnecting transmission systems and has identified power 

available from the coal-fired plants to serve areas which are 

short of oil to provide essential electric service. These 
studies indicated that power transfers of one to three million 

kilowatts may be made at varying times between the areas and 

on average about twenty million kilowatt-hours of energy per 
day may be transferred. The areas which will receive the 
power transfers were identified as the New England, eastern 

New York, eastern Pennsylvania, New Jersey, and Baltimore- 
Washington areas.

Tests to determine power transfer capabilities between 

utility systems have already resulted in actual transfers of 

1 2  million kilowatt-hours per day from coal-burning utilities

E-74-16 (more)
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to the New England and Mid-Atlantic areas.

Due to day-to-day variations in transfer capability,

NERC believes that the best way to achieve the maximum 

effect of power transfers is to establish better coordina­
tion between the various power pools so that any available 
capacity can be passed on immediately to other areas in such 

a manner that would optimize the transfer capability. Steps 
are already being taken to effect power transfers to the 

critical areas. Mr. Simon and Chairman Nassikas stressed 
the importance of the full cooperation of the electric utility 
industry to maximize electricity transmission to regions with 

severe residual fuel oil shortages.

-FEO-

(This is a release issued jointly by the Federal Energy Office and 
the Federal Power Commission.)
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ADMINISTRATOR SIMON COMMENDS INSURANCE INDUSTRY PROGRAM

William E. Simon, Administrator of the Federal Energy 

Office (FEO), today commended five insurance companies which 
make up the Insurance Energy Council (IEC) for their proposals 

to reduce the effects of the energy crisis on the motorists 

and companies they insure.
"The IEC has taken a step in the right direction,"

Simon stated, "We need the cooperation and example of all 

segments of business and industry to really conquer this 
crisis." Urging other insurance companies and businesses 

to follow this example, Simon pledged the Federal Energy 

Office's support for the IEC conservation program.
Simon made the comments after meeting earlier this week 

with top executives of Safeco Insurance Company of America, 
Kemper Insurance Company, Nationwide Insurance Company, 

Allstate Insurance Company and the Insurance Company of 

North America.
As a group, the five companies insure one out of every 

seven automobiles in the U.S. and write at least a part of 
the insurance on more than half of the businesses in America.

E-74-17 (more)
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"Practically every person and business in the U.S. is 

guarded by insurance," the IEC spokesmen told Simon. "Because 
of this unique position within our society, we've formally 

pledged our companies' resources to help anyone concerned about 
what the energy crisis holds for him, his family, his company, 
his job and his lifestyle."

At a meeting with the group, Simon learned about a four 
point IEC proposal for reducing energy usage by both automobiles 

and business, while keeping possible hazards resulting from 

the energy crisis to a minimum.
The program includes;
- A national public information campaign encouraging 

voluntary compliance with federally proposed 55 mph speed 

limits.
- Special attention to the energy conservation and loss 

control aspects of corporate America and scrutiny of possible 

hazards that might be caused as a result of reduced energy 
consumption.

- Close cooperation with federal and state officials so 
that data on accidents, miles driven, claims costs and other 
pertinent information is relayed to state and federal decision 

makers as quickly as possible.
and - A pledge to continue to set an example of concern 

and action for the rest of the business community.

-FEO-



FEDERAL ENERGY OFFICE 
Public Affairs
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Washington, D. C. 20461 
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FOR IMMEDIATE RELEASE JANUARY 13, 1974

PUBLIC CUTS NATURAL GAS USE BY SIX PERCENT

Public response to the President's request to turn 

thermostats down cut natural gas consumption by 6 percent 
in the last quarter of 1973, according to John A. Sawhill, 

Deputy Director of the Federal Energy Office (FEO).

"I was pleased to learn from gas utility executives 

that natural gas use by homes, businesses, and industries 
was about 6 percent lower than the quantity consumed 

during the corresponding months of 1972. Some companies 
reported reductions of as much as 16 percent," Sawhill 
said. "The savings figure has been adjusted to take into 

account the milder temperatures in some parts of the 
country earlier this winter. Thus, it represents true 
conservation by the consumer."

Sawhill recently met with officials of the 27 largest 

U.S. gas utilities. He pledged to work with Federal and 
State regulatory agencies to develop regulations consistent 
with the Nation's long range goal of energy self-sufficiency.

E-74-18 (more)
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In their meetinq with Sawhill, gas company executives 
Warned that, even if the Arab oil embargo 
the energy shortage will last well into the 

next decade.

Urged Congress and the Executive Branch to 

convince the public of the reality of the 
crisis and the need for conservation.

Requested deregulation of natural gas prices 

at the well head to encourage exploration and 

drilling.

Stressed that the vast potential natural gas 

resources of the outer continental shelf 

should be tapped.

Agreed that power plants should switch to 

coal wherever possible.

Promised that gas utilities will assist industry 
in conserving energy and urged industrial users 

to take advantage of this service.

Recommended that the Federal Energy Office con­

tinue to work closely with the Federal Power 
Commission to help relieve some of the immediate 

and long range problems facing public utilities.

-FEO-
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FOR IMMEDIATE RELEASE JANUARY 13, 1974

East Coast Utilities Continue 
To Switch from Oil to Coal

William E. Simon, Administrator, Federal Energy Office 

(FEO), today announced that four more electric power plants 

on the East Coast have switched from oil to coal. The total 
number of recent plant conversions now has risen to 14 

steam generating units at 9 plants and represents a savings 

of 51,000 barrels per day of residual fuel oil.

"By converting these oil-burning units to coal, we are 
using fuel more effectively and reducing consumption of 

residual fuel oil", Simon stated. "These voluntary con­
versions by electric utilities are being coordinated with 
Federal, State and local environmental agencies to assure 

the maintenance of healthy surroundings in nearby communi­
ties . "

Four plants along the East Coast have indicated that 

within one month they will begin to use coal in six units, 

saving an additional 26,000 barrels per day of residual fuel. 

FEO's regional offices are working to assist still other 
plants in locating or transporting coal and in obtaining 

environmental variances to burn it. These conversions will 

reduce daily requirements by about 58,000 barrels, making a 
total savings of 135,000 barrels a day.

E-74-19 (more)
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The FEO oil-to-coal conversion program began on 

December 6 , when Administrator Simon sent telegrams to 
19 utilities on the East Coast. About 70 percent of the 

residual fuel oil shortage is expected to center on the 

East Coast area.

Attachment: List of the plants which have converted
from oil to coal.

FEO-



ATTACHMENT

Plants Which Have Converted from Oil to Coal

Plant and Company Unit______Oil Savings (B/D)
England, Atlantic City Elec., N.J. 1 

2 
1  
1  
2
5
6 
1  
2 
1

121 
1» h h ti h 2

Seawaren, Public Service Elec.&Gas, N.J. 3
TOTAL

Deepwater " " " |
Bergen, Public Service Elec.&Gas, N.J.» h h h » h
Burlington " " " " "

h h h ti h h
Middletown, Hartford Elec.&Lite Co, Conn.
Mt. Tom, Holyoke Water&Power, Mass. 
So.St.Sta., Narragansett Elec., R.I. 
Chalk Pt., PEPCO, Washington, D.C.

4.700 
5,800
2.700 
6,280 
6,280
2.520
2.520 
1,750 
3,540 
4,050 
1,448

7,545
1,900

51,033
Plants Scheduled to Convert Within One Month

Plant and Company Unit Oil Savings (B/D)

Arthurkill, Con Ed, N.Y.
Elec.&Gas, N.J. 4 2,600

30 12,400
Elec., R.I. 122 1,448
Sys., Mass. 1 2,500H h 2 2,500h h 3 4,700

TOTAL 26,148 (B/D)
Plants in the Process of Locating Coal 
or Obtaining Environmental Variances

Plant and Company ____________________ Unit Oil Savings (B/D)
Morgantown, PEPCO
Montville, Conn. Lite & Power,
West Springfield, Western Mass." H » »

" H « ii
Mason, Central Maine Power Co." « » »
Deepwater, Atlantic City Elec,, 
Down, Vineland, N.J.
Lovett, Orange & Rockland, N.Y.

11 » ii »
Norwalk Harbor, Conn. L&P, Conn" » ii ii H
Devon, Conn. L&P, Conn.

1 & 2 23,000
Conn. 5 3,000
Elec. 1 1 , 2 2 0

VI 2 1 , 2 0 0
VI 3 2,271

3 1,302h 4 1,285
N.J. 6 / 8 2,700

1 0 842
4 2,800
5 2,800

• 1 4,500
2 3,900

7&8 7,534
TOTAL 58,354
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FOR IMMEDIATE RELEASE JANUARY 11, 1974

SIMON CONTINUES "OPERATION TRUCKSTOP SWEEP"
Administrator William E. Simon of the Federal Energy 

Office (FEO) today revealed that 1,289 violations have been 
reported to him by Internal Revenue Service (IRS) agents 
during a continued six-week effort of "Operation Truckstop 

Sweep." Agents have made 4,915 checks through this week.
IRS agents have checked pump prices at most major truck 

stops in every State since Simon ordered the ongoing sweep 

in early December, with $148,408 being returned to truckers 

as a result.
The latest report comes after Administrator Simon renewed 

his pledge of "not letting up on price gougers" to Secretary 
of Labor Peter Brennan and Teamster President Frank Fitzsimmons, 

during a Thursday morning meeting.
At the meeting Simon further pledged to investigate diesel 

and gas fuel shortages at truckstops, especially those located 

in remote areas.
Simon had met with truckers, the trucking industry,

Mr. Fitzsimmons, and Secretary of Transportation Claude Brinegar, 
shortly after assuming his post at FEO, and immediately initiated 

"Operation Truckstop Sweep" after hearing their complaints.
"Our intention is to keep people employed, and homes heated 

during this fuel shortage. We need our trucks operating at fulx 

capacity to help us with this task," Simon stressed.

E-74-14 -FEO-



Department of theTREASURY
hlNGTON, O.C. 20220
m ÊÊÊËBm S& m

TELEPHONE W04-2041

J 7  8 9

FOR IMMEDIATE.RELEASE January 1*4, 1974

REORGANIZATION OF TREASURYfS FISCAL SERVICE

Secretary of the Treasury George P. Shultz announced 
today a reorganization of the Departments Fiscal Service, 
involving merger of part of the functions of the Office of 
the Treasurer of the United States with the functions of the 
Bureau of Accounts, forming a new Bureau of Government 
Financial Operations.

The Treasurer of the United States, Mrs. Romana Acosta 
Banuelos, will continue her traditional responsibilities 
for the custody, issuance and redemption of United States 
currency. In addition, as a result of the reorganization, 
she will be able to undertake important new duties on a 
Treasury-wide basis to assure equal opportunity in employ­
ment with particular emphasis on equal opportunity for 
Spanish-speaking people. Mrs. Banuelos will also assist 
in these efforts throughout the government. Also, Mrs. 
Banuelos will now report directly to Under Secretary Volcker

The new bureau will be headed by David Mosso, present 
head of the Bureau of Accounts, who will continue to serve 
also as Deputy Fiscal Assistant Secretary.

The text of the letters sent to the Treasury appropria­
tions committees in Congress and the applicable Treasury 
Order describing the reorganization are attached.

oOo

Attachments
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THE SECRETARY OF THE TREASURY
W A S H I N G T O N

f 0

Dear Mr. Chairman

For some time the Treasury has been working toward a 
reorganization of its Fiscal Service, composed of the Bureau 
of Accounts, the Office of the Treasurer of the United States, 
and the Bureau of the Public Debt. The reorganization en­
visions the merging of the functions of the three bureaus 
(other than the functions relating to currency), ultimately 
resulting in a single bureau with a single appropriation 
for the merged functions.

There is a long record of cost reduction, productivity 
increases, and service improvement.in the Fiscal Service.
We are at the point, however, where continuation of that 
record requires a different organizational mold. There is 
a need for integrating related functions, both in operations 
and staff support, and only merger can permit the extensive 
intermingling of personnel,, systems, and computers and other 
equipment t h a t .is called for.

Examples in two broad areas illustrate the need and 
the potential for improvement. As one example, functions 
relating to the government-wide accounting for receipts and 
expenditures and for public moneys are performed in both the 
Bureau of Accounts and the Office of the Treasurer? those 
functions should be consolidated in a single system. As 
a second example, steps in the processing of Treasury checks 
make up the major workload of both the Bureau of Accounts 
and the Office of the Treasurer? these functions should be 
realigned to provide a more logical flow of operations. The 
desirability of merging these and similar functions of these 
two bureaus has become so compelling that I have decided we 
should proceed with this phase of the reorganization immediately.

The move will take from the bureau known as the Office 
of the Treasurer of the United States its X unctions.other 
than those relating to the custody, issuance, and retirement 
of currency. This provides the opportunity for assigning 
new responsibilities to the head of that bureau, presently 
Mrs. Romana Banuelos.
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To facilitate this, I have decided to upgrade the 
reporting level of the position by providing for reporting 
directly to the Under Secretary for Monetary Affairs.. This 
move will permit assigning to the Treasurer additional'duties 
on a Treasury-wide basis in connection with the D e p a r t m e n t s  
efforts to assure equal opportunity in .employment, with 
particular emphasis on equal opportunity for Spanish-speaking 
people.

I wanted you to know that we are making these moves 
looking toward improved operations. I am sending a similar 
letter to Chairman Montoya of the Treasury Subcommittee of 
the Senate Appropriations Committee.

The Honorable
Tom Steed, Chairman
Subcommittee on Treasury-

Postal Service-General Government 
Committee on Appropriations 
U. S. House of Representatives 
Washington, D. C. 20515

Sincerely yours,

George P . Shultz



DEPARTMENT OF THE TREASURY

TREASURY DEPARTMENT ORDER NO. 

FISCAL SERVICE REORGANIZATION

By Virtue of the authority vested in me as Secretary 
of the Treasury, including the authority in Reorganization 
Plan No. 26 of 1950, it is ordered that:

1. There is established in the Fiscal Service a 
Bureau of Government Financial Operations, to be headed
by a Commissioner, who will report to the Fiscal Assistant 
Secretary.

2. All functions of the Bureau of Accounts, and all 
functions of the Office of the Treasurer of the United States 
except the functions performed by its Cash Division and those 
functions performed by its General Accounts Division and its 
Internal Audit Office which relate to the custody, issuance, 
and redemption of currency, are transferred to the Bureau
of Government Financial Operations.

3. The Treasurer of the United States will report 
directly to the Under Secretary for Monetary Affairs.

4. All provisions of law and regulations dealing with 
the transferred functions on the effective date of this Order 
will continue in effect under the supervision of the Commissioner, 
Bureau of Government Financial Operations.

5. ' All positions, personnel, records, property, funds, 
and other resources which relate to the functions transferred, 
as determined by the Assistant Secretary for Administration, 
shall be transferred to the Bureau of Government Financial 
Operations.

♦*
6. The internal organization of the consolidated Bureau 

of Government Financial Operations will be established by 
the Fiscal Assistant Secretary.
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7. This Order shall become effective on February 1,
1974.

Secretary of the Treasury

Date:
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OR RELEASE 6:30 P.M. January 14, 1974

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2.5billion of 13-week Treasury bills and for $ l.sbillion 
|f 26-week Treasury bills, both series to be issued on January 17, 1974 
¡lined at the Federal Reserve Banks today. The details are as follows:

were

JGE OF ACCEPTED 
BffETITIVE BIDS:

■  High
■  Low 
“ Average

13-week bills 
maturing April 18, 1974

26-week bills 
maturing July 18, 1974

Price
Equivalent 
annual rate Price

Equivalent 
annual rate

97.993
97.973
97.982

7.940% 
8.019% 
7.983% 1

96.049 a/
96.016
96.023

7.815%
7.880%
7.867% y

a/ Excepting 2 tenders totaling $1,000,000

Tenders at the low price for the 13-week bills were allotted 83%. 
Tenders at the low price for the 26-week bills were allotted 64%.

ItAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Applied For Accepted Applied For
Boston $ 69,165,000 $ 54,910,000 $ 22,350,000
New York 2,962,415,000 1,874,600,000 2,764,680,000
Philadelphia 30,930,000 28,760,000 39,055,000
Cleveland 43,970,000 43,970,000 90,225,000
Richmond 25,365,000 25,365,000 19,330,000
Atlanta 32,295,000 32,295,000 17,980,000Chicago 235,385,000 175,280,000 307,030,000St. Louis 61,955,000 53,955,000 36,350,000
Minneapolis 23,495,000 15,495,000 24,895,000
Kansas City 52,220,000 46,750,000 45,965,000Balias 39,575,000 23,575,000 36,255,000
San Francisco 199,150,000 125,150,000 196,470,000

TOTALS $3,775,920,000 $2,500,105,000 b/ $3,600,585,000

Accepted
$ 8,850,000
1,292,080,000

18.840.000
58.065.000
17.105.000
17.450.000
209.660.000
18.250.000
10.395.000
32.685.000
16.255.000

109.090.000
$1,808,725,000 c/

I- Includes $420,685,000 noncompetitive tenders accepted at the average price. 
|£ Includes $255,770,000 noncompetitive tenders accepted at the average price. 

These rates are on a bank discount basis. The equivalent coupon issue yields 
are »26 ^ for i3_week 1)1118} and 8.31 ̂  for the 26-week bills.



Department oft h e f R E A S U R Y
BiSHINGTON, D C 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE January 15, 1974

TREASURY ANNOUNCES ACTIONS ON THREE 
INVESTIGATIONS UNDER THE ANTIDUMPING ACT

Assistant Secretary of the Treasury, Edward L. Morgan 
announced today actions on three investigations under the 
Antidumping Act of 1921, as amended.

In two cases there was a final discontinuance of the 
antidumping investigations and in the third case, a finding 
of dumping was issued. These decisions will appear in the 
Federal Register of January 16, 1974.

In the first two cases, Assistant Secretary Morgan 
announced that the investigations on mandelic acid from the 
United Kingdom and Japan have been discontinued. This acid 
is used as a primary ingredient for a pharmaceutical drug 
called methenanine mandelate, a urinary disinfectant. A 
tentative discontinuance was issued in the United Kingdom 
case on October 3, 1973, and in the Japanese case on 
October 5, 1973. In both cases since actual sales to the 
United States were so small as to be de minimis or non 
existant, comparisons were made between an offered price 
to the United States and an adjusted home market price.
The investigation revealed that the offers to the U. S. 
were lower than the home market prices, but the U.K. and 
Japanese manufacturers have provided formal assurances that 
they would make no sales of mandelic acid at less than fair 
value within the meaning of the Act. Interested persons 
were provided an opportunity to submit oral and written 
views on the tentative action before Treasury made its final 
decision on both cases.

In the third case, Treasury has issued a dumping finding 
with respect to expanded metal of base metal from Japan.
This metal is produced from steel plate and sheet arid is used 
primarily as flooring and platforms for pedestrian traffic.

(OVER)



On September 5, 1973, the Treasury Department determined 
that expanded metal of base metal from Japan was being 
sold at less than fair value within the meaning of the 
Antidumping Act. On November 30, 1973, the Tariff Commis­
sion advised the Secretary of the Treasury that there was 
injury to a U.S. industry caused by such imports. The 
dumping finding automatically follows as a final ministerial 
act in antidumping investigations. Dumping duties will be 
assessed on imports of this metal which have not been 
appraised and on which dumping margins are found. During 
the year period of November 1972 through October 1973, 
imports of expanded metal of base metal were valued at 
approximately $1.1 million.

# # # #



UNITED STATES SAVINGS BONDS ISSUED A # |
(Pollor amounts in millions -  rounded

REpEMED! THROUGH December 31J
o n d a l i  not necessarily add to totals)

DESCRIPT ION AMOUNT ISSUED^/ AMOUNT ¿i 
R E O E E M E D Ì /

AMOUNT
O U T S T A N D IN G ! /

7 T (  ÏUT^TANDING 
OF AMOUNT ISSUED

MATURED
[Series A-1935 thru D-1941__
J Series P and G-1941 thru 1952 
BSeries J and K-1952 thru 1957 .
I hmatured
■  Series E -&  :

1941 _________
1942 ___________
1943 ___________
1944 ___________
1945 ___________
1946 ___________
1947 ___________
1948 ___________
1949 ___________
1950 ___________
1951 ____,_____
1952 ___________ _
1953 ___________
1954 ___________
1955 ___________
1956 .. _______
1957 ___________
1958 ___________
1959 _____ j_____
1960 ___________
1961 _________
1962 ___________
1963 ___________
1964 ___________
1965 ___________
1966 _________ _
1967 ___________
1968 ___________
1969 ___________
1970 .___________
1971 ___________
1972 ___________
1973 ___________

Unclassified

Total Series E

Series H (1952 thru May, 1959) 44 
H (June, 1959 thru 1973) _

Total Series H

Total Series E and H

Î Total matured_Total unmatured 
Grand Total__

5_. 00 3 4f 999
21 ,521 29.5QQ
3.754 3.747

1.929 l .,146.
■8.510 2 *69£L
13,684 ,12,386
15.968 i4*ia4.
12,580 11.188
5.739 4.955
2 *424. A a i i
5.678 4f 692
.5., .637 ,4,682
4 f 949 2*221
4.281 .3,131
■As 4.8.Z., 2*878
5.146 4,, 02,3
5,251 4.048
5.470 4,181
5,289 -4*012..
4.990 3,740
4.886 3,368,
4.586 ■ l a u
4,616 3.246
4.710 3.196.
4.587 3.031
■ 5,.,,16,1. Julll.
5.030 ,2.,. 146.
4.924 3.051
5,328 3,153
5.227 3.082
4.965 -2.875
4.676 ,2,,, 6.15,,
4.899 .2,-442,
5,642 2.408
6.219 2.151
4,995 1.009

240. AIL

195.854 143,131.
5.485 4.038
9.371 3.223

14,855 .7-261
210,709 150.392

20

182 .
-820.

.1,298,
,1,88.5
1.393
785
A2JL
281

1 ,Q55
228
246.
202.

1,12,3
,1 , 2.02
1 *288...
,1,27 ,7.
.1,230.,
1 *818.
1,27.1.
,1,3.69
1.514
1.556
1*288
■l.,.88„4
I Æ 1
2.175

.2*148

.2 * 020.
2.062
2., 4,57
.3..,2,8-4..
4,0-68

38.278 38.246
210,709 150.392
248,987 188.638

3.986
_=20_

22*128

1*442.
6.147

7T594

60,317.
21

,60,*21,7-
-60*24,8

2 8
ILL
18

9.49
9.,.„64,
9..,4.9
2 2 1
1.1*07,
13.68
16-02
12*82
18.72
19.76
1 8 2 8
20.26
21*82.
22*88
2 8 2 8
24.14
28.08
26*28
27*71
29.66
82,14
33.92
27*88
37.46
28*0-4-
40.82

.41,04

.42 «09.,
24*10
20*18
,87* 32
28*4129*80

26*22.

26*28
65.60

51....12

2.8.* 6.8
2 8

28*68
24.24

■ X " "™ '®  accrued d iscount. purrent redemption value.
r  °pUon of owner bonds may be held  and w ill earn intereaj for additional periods a fter original m aturity da tes.

Form PD 3812 (Rev. Jan. 1973) — Dept, of the Treasury — Bureau of the Public Debt



Department of thefREASURY

FOR IMMEDIATE RELEASE January 15, 1974

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two series 
of Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
cash and in exchange for Treasury bills maturing January 24, 1974, in the amount 
of $4,301,275,000 as follows:

91-day bills (to maturity date) to be issued January 24, 1974, in the amount 
of $2,500,000,000, or thereabouts, representing an additional amount of bills 
dated October 25, 1973, and to mature April 25, 1974 (CUSIP No. 912793 TJ5) 
originally issued in the amount of $1,801,625,000, the additional and original 
bills to be freely interchangeable.

182-day bills, for $1,800,000,000, or thereabouts, to be dated January 24, 1974 
and. to mature July 25, 1974 (CUSIP No. >912793 UG9).

The bills of both series will be issued on a discount basis under competitive, 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form only, 
and in denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the clos­
ing hour, one-thirty p.m., Eastern Daylight Saving time, January 21, 1974.
Tenders will not be received at the Treasury Department, Washington. Each tender 
roust be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed 
on the basis of 100, with not more than three decimals, e.g., 99.925. Fractions 
roay not be used. It is urged that tenders be made on the printed forms and for­
warded in the special envelopes which will be supplied by Federal Reserve Banks 
or Branches on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
banking institutions will not be permitted to submit tenders except for their own
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account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2 percent 
of the face amount of Treasury bills applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on January 24, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing January 24, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 

when the bills are sold, redeemed .or otherwise disposed of, and the bills are ex­
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
xincome tax return, as ordinary gain or loss, the difference between the price pai“ 
for the bills, whether on original issue or on subsequent purchase, and the amount 

actually received either upon sale or redemption at maturity during the t a x a b le  

year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Fédéral Reserve Bank or Branch.
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INTRODUCTION

The Emergency Petroleum Allocation Act of 1973, signed by the President on 
November 27, 1973, requires the allocation of crude oil, residual fuel oil, 
and refined petroleum products manufactured in or imported into the 
United States with certain exceptions for some special products or limited 
use products such as petroleum coke and asphalt. The law requires allocation 
to users of petroleum products throughout the distribution chain on an 
equitable basis wherever practicable.. It is intended that all regions and 
economic sections receive equitable shares of available fuels and that this 
be achieved primarily at the wholesale level. Accordingly, neither the 
Emergency Petroleum Allocation Act of 1973 nor the regulations issued 
pursuant to that Act specify rationing to end-users; instead, firms or 
corporations which act as suppliers or middle m e n  are required to distribute 
their available products equitably to end-users in accordance with the 
objectives of the Act.

The proposed allocation scheme provides, as far as practicable and necessary, 
for the protection of public health, safety, and welfare; maintenance of 
public services, agricultural operations, and national defense; preservation 
of an economically sound and competitive petroleum industry; economic 
effici©ncy; and minimization of economic impact. Allocation systems 
prescribe the relationship between suppliers and middle me n  or distributors 
defined as wholesale purchasers. Allocation rules primarily dictate what 
actions must be taken by the industry. Government involvement primarily 
involves processing of exceptions or complaints, compliance, and audit of 
the industry's efforts to implement the regulations.

Further, the regulations require that a wholesale purchaser is limited to 
purchasing supplies from his supplier of record during the corresponding 
month of the base period or as designated by the FEO; consequently, there 

k© no competitive bids for fuels between potential suppliers under 
this program, even by government agencies. No provision of the regulations 
releases a supplier from his obligation to provide products to his 
wholesale purchaser of record during the base period nor to current end-users 
customers. However, suppliers are permitted to arrange exchange agreements, 
subject to concurrence by all parties, which will reduce the problems of 
either multiple suppliers at any one time or one supplier for part of the 
year and another for the balance of the year.

End-users generally will be supplied by their suppliers as the effective 
date of the regulations, except for motor gaóoline. End-users, except 
end-users who are also wholesale purchasers, are not restricted to receiving 
supplies from the suppliers of record during the base period.



If allocation systems function perfectly, each wholesale purchaser, each 
state, and each region would receive an equitable share of available fuel 
as it was distributed during the base period. Allocation systems do not 
insure that the total quantity of fuel available to any wholesale purchaser, 
state, or region is sufficient in view of current conditions or requirements 
such as weather. The suppliers may adjust the distribution of residual fuel 
oil or refined petroleum products due to major and pervasive influences 
such as weather, by reducing up to 5% the quantity delivered to any state 
-r region to be utilized an any other state or region. The FEO may order 
the redistribution of any amount of residual fuel oil or refined petroleum 
products to meet state or regional needs; management of the redistribution 
of refined products is performed in the national office of FEO.
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GENERAL PROVISIONS CF ALLOCATION SYSTEMS ( 7

The programs which are administered by the regional offices have 
many common features. There are four major provisions which are common 
to most programs and essentially involve how the allocation systems 
actually work. They are:

—  the distinction between a user who is defined as an 
"end-user" versus a "wholesale purchaser” and each is 
treated under the allocation systems

—  a description of how adjustments are made to an 
allocation to a user

—  a description of the allocation methodology or 
rationale

-- a description of the state set-aside system
A. The regulations include a definition of wholesale purchaser as 
follows:

"Wholesale purchaser” means any person, firm, corporation, 
cooperative, or government unit which purchases, receives 
through transfer, or otherwise obtains an allocated 
substance in bulk or under contract at the wholesale 
level, specifically including: (l) only those agricultural 
users who consume mae than 20,000 gallons per year;
(2) only those multi-family residences consuming more 
than 50*000 gallons per year; and (3) all other purchasers 
who normally purchase more than 84,000 gallons of the 
product per year."

This definition is intended to separate comparatively smaller end-users 
(who normally purchase petroleum products from major wholesale purchasers) 
from the actual wholesale purchasers. All end-users who require adjust­
ments in the amount of product provided will be required to contact 
their supplier for a permanent adjustment according to the provisions 
of the regulations (explained in the next paragraph) or to contact the 
state offices for a.temporary allocation to offset hardships.

B. For wholesale purchasers, adjustments to base period volumes (i.e., 
adjustment to monthly allocations) will generally be made by the supplier 
under the following circumstances:

1. Actual growth in product requirements since the base 
period (including products necessary to serve end-users)

2. Annual growth in excess of normal growth since the 
effective date of the allocation programs, (normal growth is 
defined as 5$ per year for middle distillates, residual fuel oil, 
aviation gasoline, and propane and as 10$ for motor gasoline).
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3. Increased requirements to provide for the needs of the priority 
categories which are allowed 100% of current requirements.

4. For other adjustments to base period volume, or for adjustments which 
involve an annual growth rate of more than 20% in any one year as well as 
for assignment of a purchaser to a new supplier, wholesale purchasers will 
be required to apply to the FEO regional offices (not the supplier). 
Adjustments in a base period volume will not be utilized to remedy short 
term problems or hardships; these adjustments will be resolved under the 
state set aside system.

Wholesale purchasers are required to provide increased supplies of products 
to end-users, based on valid, certified need (for example, increased agri­
cultural planting or expansion of a small industrial firm). Wholesale 
purchasers are also required to accept new customers (without a previous fuel I 
usage history), such as a new home, up to a level of a 5% increase in 
gallonage per year. Increases above normal growth in a wholesale purchaser’s 
requirements are the basis for an adjusted base period volume for the 
wholesale purchaser.

C. The allocation methodology or rationale is based upon a wholesale 
purchaser*s historical distribution of fuels during the base period. This 
methodology applies primarily to the five programs administered by the 
regional offices of the FEO, with some modification for propane. Each 
supplier in the distribution network and each wholesale purchaser is 
expected to determine monthly allocations and distribute products under this 
methodology as prescribed in the regulations. Each supplier will be required 
to determine the allocation to his wholesale purchaser and end-users (where 
applicable) monthly by using a FEO prescribed work sheet which identifies 
the requirements of the various priority categories and results in the 
calculation of the monthly allocation fraction. The allocation fraction is 
the quotient of total available fuel (allocable supplies) divided by the 
total requirement based on allocation levels allowed for the end-users.
If sufficient products are available, the allocation fraction will be 1.0; 
if shortages exist, the allocated fraction will be less than 1.0 and 
available supplies will be distributed to the various levels of end-users 
with prot rata reductions except for those end-users allowed 100% of current 
requirements. There will be different allocation fractions between 
different suppliers, although the differences will be reduced after crude 
oil is allocated on a pro rata basis between refineries. The levels of 
end-users are described under each product in this pamphlet.

D. The state set aside system involves reporting by all refiners and importers 
and all other primary suppliers (the first major suppliers to distribute fuel 
in any state). These suppliers are required to report monthly to the FE0 and 
to the state the total quantity of fuel expected to be available in each 
state for which the supplier is obligated to serve. A state set aside 
provides for a percentage portion of the fuel available in the state to be 
"set-aside" for control by the state office. The state set aside percentage is 
determined by the FEO and applied to the total gallonage by each supplier in ̂  
state. The state exercises complete discretion over set-raside products within 
the general provisions of the Emergency Petroleum Act of 1973 and the
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regulations to provide allocations to end-users or wholesale purchasers 
for hardships or to correct temporary supply imbalances.

Refiners, importers, and other primary suppliers will be required 
to allocate monthly their total available supplies less that which 
they reserve for the state set aside. The refiners, importers, and 
other primary suppliers will also be required to distribute fuels 
from the state set aside as directed by the states.

End-users or wholesale purchasers which receive an allocation from 
the state set aside at state offices will be directed to their customary 
suppliers, where practicable, or to another supplier to receive the 
allocated fuels. Copies of the allocation order frem the state will be 
provided to the end-users or wholesale purchasers receiving the allocation, 
the Wholesale purchaser providing the fuel, and to the regional or local 
offices of supplier. The state office may issue allocation orders 
monthly for each refiner, importer, or other primary supplier reporting 
under the state set aside system not to exceed the total gallonage set 
aside. Any unused set aside may not be carried forward by the state 
office, but will be automatically redistributed by the importer, re­
finer, or other primary supplier. Neither the regional office nor the 
national office of the FEO have any major involvement in the state 
set aside system other than the determination of the state set aside 
fraction by the national office of FEO.



6

N A T I O N A L , REGIONAL, AND STATE RESPONSIBILITIES

Although the Emergency Petroleum Act of 1973 requires that crude oil, residual 
fuel oil and refined products be allocated to achieve specific objectives 
and within defined guidelines there are significant differences between the 
various allocation programs. The differences are both in the applicability 
of the programs within the industry and with the public and how the programs 
are administered.

The FEO headquarters will deal primarily with the headquarters offices of 
refiners and importers; FEO regional offices will deal primarily with 
regional offices of refiners and importers and with wholesale purchasers.
The State offices will deal primarily with emergency and hardship situations 
within the regional and local distribution offices of refiners, importers, 
primary suppliers and wholesale purchasers within the States and, where 
necessary, with end-users who are not wholesale purchasers.

The NATIONAL headquarters of the FEO will be responsible for the following 
functions ;

(a) Setting policy for case resolution accomplished in regional 
offices, including compliance, application verification, 
and investigations.

(b) The administration and issuance of allocation orders for the 
following programs;

(1) Crude oil.

(2) Refinery yield.

(3) Petrochemical feed stocks.

(4) Residual fuel for utilities.

(5) Bunker fuel for maritime shipping

(6) Aviation fuel for Civil Air Carriers.

(7) Allocation of other p r o d u c t s .

(8) Butane

(c) The determination of state set aside percentages.

(d) The determination of allocation levels for priority customers.
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(e) Monitoring industry actions to redistribute fuels regionally 
(between states) to correct for regional imbalances, changes in weather, 
seasonality, e t c .

(f) Directing, where necessary, redistribution of fuels regionally 
to correct for regional imbalances, changes in weather, seasonality, etc.

(g) Coordination with State offices, regional offices, and industry 
in assessing national, regional and State stock levels for all fuels.

(h) The dissemination of information on fuel inventories and supply 
projections.

All of the programs administered by the national office of the FEO 
involve a limited number of participants in the private sector as compared 
to the programs administered by the regional offices which involve pe r ­
vasive distribution systems affecting virtually every American. The 
general allocation methodology and the procedures for adjustment to base 
period volumes which apply to the programs administered by the regional 
offices do not apply to the programs administered by the national office 
of the FEO. Complaints and adjustments must be processed by the national 
office of the FEO for these programs. Appeals for these programs will be 
processed by the national office of the FEO.

The 10 REGIONAL Offices of the FEO will be responsible for the following 
functions ï

(a) The resolution of all cases and administration of the following 
programs :

(1) Middle distillates

(2) Motor gasoline

(3) Residual fuel oil (except that used for utilities or as 
bunker fuel)

(4) Aviation fuel (except Civil Air Carriers)

(5) Propane

(b) The direction of compliance efforts within the region.

(c) The implementation of auditing application verification and 
investigation procedures within the region.

(d) Coordination between FEO headquarters and State offices.
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For each of these programs administered by the regional offices of 
the FEO except aviation fuel, there is a state set-aside. The supplier/ 
purchaser relationship and the allocation methodology or rational for all 
of these programs, except propane, is described in subsequent paragraphs. 
Adjustments to base period volumes (or to an allocation) for all of these 
programs, except propane, is also described in subsequent paragraphs and 
is administered by the regional offices of the FEO. Initial appeals for 
these programs are also processed by the regional offices of the FEO.

Propane, although administered by the regional offices of the FEO, 
is allocated in a different manner and has different reporting require­
ments than do the other four programs administered in the regional offices. 
There is a state set-aside for propane. However, allocation and the 
supplier/purchaser relationships are related to the 1972-73 heating 
season and are prescribed separately for propane. Adjustments are 
administered by the regional offices. Initial appeals for propane cars 
are also processed by the regional offices of the FEO.

The FEO will be responsible for the following through the Federal 
Allocations Officer located in each State:

(a) The approval of hardship allocations recommended by the state 
offices if the state offices do not have the authority to approve such 
allocations.

(b) Facilitating coordination between FEO headquarters, regional 
offices, and State officials.

(c) Providing guidance on Federal programs.

(d) Monitoring State activities conducted under these regulations.

The STATE Offices will be responsible for:

(a) The allocation of the State set-aside in resolving emergencies 
and hardships. The State set-aside is a percentage of the total supply
of allocated products under the state set-aside program for any*-product for 
whidh a state set-aside is established. The set-aside will be taken from 
all refined and imported supplies of a refiner or importer. It cannot be 
açcumulated or deferred. It is made available by the States for hardships 
and emergencies from working stocks of refiners, importers, suppliers, and 
wholesale purchasers. State governments are not permitted to physically 
accumulate inventories of fuels except such inventories as are customary 
in operating State vehicles and facilities. The mechanics of the State 
set-aside program are explained in subsequent paragraphs.

(b) Advising the FEO regional office and headquarters of problems 
within the state including problems associated with applications to
FEO for allocations which have required hardship allocations by the States.
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INDIVIDUAL MANDATORY PETROLEUM ALLOCATION SUMMARIES 
CRUDE OIL AND REFINERY YIELD

This allocation program provides for an equitable distribution of crude oil 
among refiners. Secondly, it is intended to insure adequate supplies of 
essential petroleum products used in home heating, agricultural and 
industrial production, and aviation by diverting some of the refining 
capacity from the production of automobile gasoline.
A national ratio of crude oil supply to refinery capacity will be computed 
and updated quarterly. To this end, refiners have been required to provide 
information on their current and projected crude oil supplies, the capacities 
of their refineries, production rates for each refinery in 1972 and 1973, 
and estimated production rates for the first four months of 1974.
Refiners whose supply to capacity ratio is less or greater than national 
ratios will be allowed to buy or sell crude oil to stay within national 
guidelines. The Federal Energy Office will publish quarterly, beginning 
January 15 a "Buy-Sell" list. Normal business interaction shall occur 
between buyers and sellers on this list with each transaction being reported 
to FEO in Washington. FEO will intervene only when this normal interaction does not function properly.
The refiners initial reports shall be submitted before January 10, 1974 
on forms FEO-900 and FEO-901. Their periodic reports an Allocable Crude 
Oil Supply Change and Buy-Sell Crude Oil Transaction shall be filed on 
forms FEO-902 and FEO-903 respectively.
To meet the second major objective of the program, adequate supplies of 
aviation fuels, distillates, residual fuels, and petrochemical feedstocks, 
the total supply of gasoline produced will be limited to a fraction of 
the 1972 production set by the FEO. This percentage limit is subject to 
change quarterly. Two or more refiners may request authorization to produce 
the gasoline fraction on a pooled basis. In certain situations, a refiner 
may, on form FEO-200 request authorization for an exception to the mandatory 
refinery yield control program.



10

PROPANE

COVERAGE

This allocation applies to propane and propane-butane mixes produced in or 
imported into the United States.

Excluded from this program include (1) Ethane and (2) The sale of propane in 
cylinders with a capacity of one hundred (100) pounds or less, provided that 
the cylinders are not manifolded at the time of sale.

ALLOCATION LEVELS AND PRIORITIES

"Base Period" for propane means this heating season extending from October 3, 
1972 through April 30, 1973.

(a) 100 percent of current requirements for:

(1) Agricultural production
(2) Dispensing stations and resellers which sell only 

bottled gas in quantities up to 15,000 gallons per 
year

(3) Emergency services
(4) Energy production
(5) Sanitation services
(6) Telecommunication services
(7) Passenger Transportation Services
(8) Medical and nursing buildings

(b) 95 percent of base period for all residential uses.

(c) 90 percent of base period for:

(1) Commercial use or 210,000 gallons, whichever is the 
lesser on approximately a monthly ratable basis

(2) Industrial use
v (a) where no substitute for propane is a v a i l a b l e ,

and
(b) standby volumes consumed during the base

period, or 210,000 gallons, whichever is the 
lesser on approximately a monthly ratable basis

(3) Other transportation for those vehicles equipped to use 
propane as of the effective date of these regulations.

(4) Petrochemical production
(5) Schools

(d) The use of propane for peak shaving of gas utilities is 
limited to the volumes of propane equivalent to those amounts 
contracted for or purchased for delivery during the heating 
season extending from October 3, 1972 through April 30, 1973.



SUPPLIER/PURCHASER RELATIONSHIPS

Suppliers shall deliver to those other suppliers either 1) the same 
proportion of their total propane available for sale, transfer, or internal 
use as a raw material feedstock as they delivered in the period October 3, 
1972; through April 30, 1973, or 2) the actual supplier/supplier contractual 
during such period, whichever is lesser.

All suppliers of propane shall continue to supply all of their purchasers 
of record during the base period, and all of the purchasers assigned to 
them by FEO, for the duration of this program.

Suppliers, resellers, and end-users who had either nonexistent or substantial 
increases in propane requirements since the base period may apply for an 
assignment of a supplier or an adjusted base period volume through the 
appropriate FEO REgional Office.

The FEO may order the sale of prppane by suppliers or end-users in order to 
alleviate imbalances, order the transfer of propane from one area to another, 
reassign purchasers, or make other adjustments as necessary to achieve a 
more equitable distribution.

METHOD OF ALLOCATION AND DISTRIBUTION

Propane suppliers shall provide propane for priority to those whom they sold 
or had a contract to sell propane at any time subsequent to August 31, 1973. 
Propane suppliers to resellers shall provide, on a pro rata basis, to those 
whom they sold or transferred propane in the period October 3, 1972 through 
April 30, 1973.

Non-priority users will receive an allocation fraction of the propane re­
maining after the priority customers receive their requirements.
STATE SET-ASIDE

There is a state set -aside for propane. It has initially been set at three 
(3) percent of all propane produced in or imported into the United States. 
This set-aside shall be directed, to alleviate temporary hardship situations.

Special provisions of the program govern the release of propane from large 
storage and merchant storage facilities so as to limit non-priority.
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BUTANE

COVERAGE

This allocation applies to butane and certain mixtures containing butane 
products in or imported into the United States. The sale of butane in 
cylinders of one hundred (100) pounds or less, provided that the cylinders 
are not manifolded at the time of sale, is excluded from this program.

ALLOCATION LEVELS AND PRIORITIES;

"Based Period" for butane means the corresponding quarter of 1972.

a) 100 percent of current requirements for:

1) Agricultural production
2) Emergency services
3) Dispensing stations and resellers which sell only 

bottled gas in quantities up to 15,000 gallons per 
year

4) Energy production
5) Petrochemical production
6) Sanitation production
7) Telecommunication services
8) Passenger Transportation services
9) Medical and nursing buildings

b) 100% Base Period

Industrial use (1) where no substitute for butane is 
available, and (2) standby volumes consumed during the 
base period, or 210,000 gallons, whichever is the lesser 
or approximately a monthly ratable basis

c) 95 percent of base period for all residential uses

d) 90 percent of base period for:

1) Commercial use, but limited to 210,000 gallons, 
whichever is the lesser, on approximately a monthly 
ratable basis

2) Other transportation
3) Schools

e) The use of butane for peak shaving by gas utilities is limited 
to the volumes of butane equivalent to those amounts contracted 
for or purchased for delivery during the heating season 
extending from October 3, 1972 through April 30, 1973.
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SUPPLIER/PURCHASER RELATIONSHIPS

All suppliers of butane shall continue to supply all of their purchasers 
of record during the base period, and all of the purchasers assigned to 
them by the FEO, for the duration of this program.

Supplier, wholesale purchasers, retailers, and end-users who during all 
or part of the base period had either nonexistent or exceptional usage 
rates for butane or who have had substantial increases in butane require­
ments since the base period may apply for an assignment of a supplier, or 
an adjusted base period volume through the appropriate FEO Regional Office.

The FEO may order the sale of butane by suppliers to other suppliers or 
end-users in order to alleviate imbalances, transfer butane from one are 
to another, reassign purchasers, or make other adjustments as necessary 
to achieve a more equitable distribution.

METHOD OF ALLOCATION AND DISTRIBUTION

Butane suppliers and resellers shall provide butane for priority require­
ments of their priority customers to whom they sold during same quarter 
of 1972o Nonpriority end-users will receive an allocation, on a pro rata 
basis, after all priority users have been supplied. In the event that a 
supplier's or a reseller's immediate supplies may be insufficient to meet 
the needs of priority users, they shall supply all priority users on a pro 
rata basis until the full requirements can be met»

STATE SET-ASIDE

There is no state set aside for butane.



MOT O R  GASOLINE

COVERAGE

The program specifies rules for the allocation of motor gasoline to 
suppliers and other wholesale purchasers. Although retail sales

are expected to distribute gasoline among their customers based 
on the same allocation levels, no provisions are provided for alloca­
tion levels for retail-supplied end-users nor for rationing.

This program applies to all motor gasoline produced in or imported to 
the United States. Aviation gasoline, specifically excepted from this 
Program, is covered in the Mandatory Aviation Fuels Allocation Program. 
The base period for the gasoline program is the corresponding month of 
calendar year 1972.

ALLOCATION LEVELS AND PRIORITIES

The regulations set priority allocation levels of 100 percent of cvirrent 
requirements of motor gasoline for the following:

1) Agricultural production
2) Emergency services
3) Energy production
4) Sanitation services
5) Telecommunication services
6) Transportation services (public)

The allocation level for all other businesses is 100 percent of base 
period use. There shall be no allocation levels for end—users supplied 
at the retail level.

SUPPLIER/PURCHASER RELATIONSHIPS

All suppliers of motor gasoline shall supply their wholesale purchasers 
of record for the corresponding month of 1972.

The FEO may order the sale of motor gasoline from suppliers to other 
suppliers or wholesale purchasers in order to alleviate imbalances, 
order the transfer of motor gasoline from one area to another, reassign 
wholesale purchasers, or make other adjustments as necessary to achieve 
a more equitable balance of assigned sales among suppliers.

If a wholesale purchaser did not have a supplier during the base period 
he may apply to the appropriate FEO Regional Office and be assigned a 
supplier. A  wholesale purchaser may also apply for an adjusted base 
P®^iocl allocation to allow for increased business.



STATE SET ASIDE Ij V -

Initially, there will be a state set-aside of three (3) percent for 
motor gasoline. It may be distributed by the state offices for 
emergency and hardship cases.
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MIDDLE DISTILLATE

COVERAGE

This allocation system applies to all middle distillate fuels produced 
in or imported into the United States. This primarily covers kerosene,
#2 heating oil, and diesel fuel.

This program shall exclude kerosene-base and naphtha-base jet fuels 
heavy fuel oils (#4,5, and 6) intermediate fuel oils, (blends containing 
#6), all specialty items such as solvents, lubricants, waxes, process oils, 
and bonded middle distillates.

ALLOCATION LEVELS AND PRIORITIES

(a) 100 percent of current requirements for non-space heating 
uses for

(1) Agricultural production
(2) Emergency services
(3) Energy production
(4) Manufacture of ethical drugs and related research
(5) Sanitation production
(6) Telecommunication
(7) Passenger Transportation Services

(b) 100 percent of current requirements for

(1) 6° F reduction (or equivalent) for residences and schools
(2) 10° F reduction (or equivalent) for all other except 

200.46 (a) (2)
(3) Each user must reduce his ambient indoor temperature by 

the appropriate amount, or take other actions which shall 
result in a fuel savings that would be achieved by the 
specified reduction.

(4) Medical and nursing buildings

(c) 110 percent of base period volume for

(a) Industrial and manufacturing (except for space heating)
(b) Cargo, freight, and mail hauling, except as set forth

elsewhere '

(d) 1.00 percent of base period volumes (except for space heating) 
for all other uses except for utilities.
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( 0

The allocation levels to electric utilities shall be:

(a) 100 percent of base period volume or as otherwise determined 
by the FEO upon recommendation of the FPC, but notless than 
100 percent of current requirements for nuclear plants, and 
start-up testing, and flame stability of coal-fired

(b) In order for the FEO to determine the middle distillate 
allocation for each utility, the FEO may include but is not 
limited to the following considerations:

(1) Electric generating plants which now burn middle distillate 
fuel oil that have been identified by the FEO as candidates 
for conversion to coal, and the maximum possible extent to 
which such plants could be utilized after conversion.

(2) The extent to which any electric generating plants which 
burn coal may be utilized more fully than at present.

(3) The extent to which it is possible for electric utilities 
to obtain necessary supplies of coal.

(4) The extent to which certain minimal levels of middle 
distillate consumption are essential, as determined
by the FEO upon recommendation of the FPC, or to supply 
portions of a power system requirement that cannot be 
supplied by non-middle distillate-fired generation, or 
for other special considerations. Any volumes so identified 
shall be counted as part of the utility's total allocation.

(5) The extent to which utilities currently utilize natural 
gas supplied under interruptible contracts experience 
gas service interruptions..

(6) Available stocks of middle distillate held by each 
utility.
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SUPPLIER/PURCHASER REQUIREMENTS

Middle distillate fuels shall be distributed according to record of 
corresponding months of 1972 base period, according to normal business 
practices and seasonal and geographic factors affecting consumption.

The FEO may order the sale of middle distillate by suppliers to other 
suppliers or end-users in order to alleviate imbalances, order the 
transfer of middle distillates from one area to another, reassign 
purchases, or make other adjustments as necessary to achieve a morè 
equitable balance of assigned sales among suppliers.

Any purchaser who did not have a supplier during the base period may 
apply to the appropriate FEO Regional Office and be assigned a supplier.

Requests by suppliers, wholesale purchasers, or end-users for an adjusted 
base period volume should be submitted to their supplier or the appropriate 
FEO Regional Office.

STATE SET-ASIDE

Initially, the State set-aside level for middle distillate is set 
initially at four (4) percent.
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AVIATION FUEL

COVERAGE

Aviation gasoline, naphtha, and kerosene jet fuels produced in or imported 
into the U.S. shall be allocated on a mandatory basis to wholesale purchasers. 
Bonded aviation fuels are specifically excluded from coverage. The base 
period volume used as a determinant for calculating percentages of supply 
to be allocated is the corresponding month in 1972; however, the average 
monthly consumption may be used as the base period volume figure at the 
option of the user.

ALLOCATION LEVELS AND PRIORITIES

Amounts to be allocated to the various categories of aviation fuel users 
are set forth in the regulations as follows:

I. Civil Air Carriers

A. Regional and other are to receive 100% of base period volume.
B. Domestic, international, and intrastate to receive 95% of 

base volume.

II. Wholesale purchases and supplies requiring aviation fuels for
general aviation use are to receive 95% of base period consumption.

III. Distribution by retail suppliers and other sellers to specifically- 
categorized customers including transients shall be based on the 
following allocation levels:

A. Users of aviation fuel for the purchase of flying related to 
agriculture, energy production and aircraft manufacturing are 
to receive 100% current requirements , although aircraft 
manufacturing shall not exceed 130% of base period volume.

B. Users of aircrafts for business flying are to receive 90% of 
base period volume.

C. Users of aircraft for personal, instructional, and air travel 
club flying are to receive 75% of base period volume.

IV. Allocations for public aviation shall be made at 85% of base period 
use to end users at the highest government level for further 
allocation within their jurisdictions.
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METHOD OF ALLOCATION

The Federal Energy Office shall estimate the total supply and determine the 
portion of allocable supply for civil air carriers and public aviation, and 
for general aviation.

Requests for redistribution of aviation fuels among civil air carriers and 
for public aviation shall be made directly to the Administrator, FEO. All 
matters pertaining to general aviation shall be handled by the appropriate 
FEO Regional Office. Aviation fuel for international flights shall be 
allocated on a nondiscriminatory basis. Allocation of non-bonded fuels to 
international air carriers which traditionally use bonded fuels may be made 
in specific cases where all potential suppliers and the carrier certify that 
bonded fuel supplies are not available.

The use of aviation fuel for non-aviation purposes (i.e.j) peak shaving) is 
limited to those volumes of aviation fuel contracted for or purchased during 
the 1972 base period. Aviation fuel shall not be used for peak shaving 
usage to interruptible nonpriority industrial customers (or other than in 
situations where no substitute for aviation fuel is available) or to any 
customer who can use alternate fuels other than aviation fuel.

STATE SET-ASIDE

There is no state set-aside.
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Petrochemical feedstocks are those refined petroleum products resulting 
from the breaking-down and processing of crude oil which are necessary 
as starting ingredients in a variety of industrial production processes.
The production of thousands of everyday products as diversified as shoe 
soles and vitamins are thus dependent upon the availability of petrochemical 
feedstocks. Aimed primarily at assisting the petrochemical producer who is 
unable to obtain sufficient feedstocks at prices within the current 
ceiling, the program is expected to afford significant relief to those pro­
ducers who may currently be experiencing feedstock shortages.

The Petrochemical Feedstocks Allocation Program will be administered 
nationally by the Federal Energy Office and will cover such basic feedstocks 
as butane, naptha and distillate oils. Propane and crude oil will be 
allocated under separate programs. The intent of the program is not to 
interfere with normal economic patterns; movement of feedstocks where no 
abnormal circumstances, i.e. extreme or inequitable shortages, exist will 
not be subject to mandatory controls or regulation. When a petrochemical 
producer is unable to obtain adequate supplies at or below ceiling prices 
requests, the Federal Energy Office may take either or both of the following 
steps:

a. . Permit the producer to purchase feedstocks at a price not exceeding 
115% of the current ceiling price.

b. Assign (thus require) a supplier to sell feedstocks to- the producer.

Applications should be directed to the Federal Energy Office, Petrochemical 
Feedstocks, Fuel Manager, P.0. Box 2885, Washington, D. C., on the FEO-600 
form available at the office.

Priority in assigning suppliers will be given to producers whose traditional 
suppliers cannot meet their obligations and to producers attempting to 
restore production to the 1972 level; lower priority will be assigned to 
producers seeking to expand beyond these levels.

The program does not cover intermediate or end products per se; however, the 
regulatory distribution system is directed toward maintaining a steady flow 
of necessary feedstocks which will ultimately ensure the continued availability 
to the consumer of the following: drugs, aspirin, pharmaceuticals, synthetic 
rubber, antifreeze, films latex paints, paint thinners, shoes soles, paper 
coating, adhesives, insecticides, varnishes, resins, perfumes, flavoring, 
synthetic detergents, solvents, explosives (TNT), herbicides, dyes, 
photographic chemicals, saccharin, food preservatives, foam padding, cushions, 
insulation, clothing vitamins, hydraulic fluids, plastic bottles, plastic 
bags, plastic pipes, and gasoline additives, as well as many others.
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RESIDUAL FUEL OIL

COVERAGE

This allocation system provides for allocation of residual fuel oil 
produced in or imported into the United States including #4, #5, and #6 
fuel oils, Bunker C, Navy Special Fuel Oil and crude oil when burned 
directly as a fuel. Bonded residual fuel oil is specifically excluded 
from coverage. "Base Period" for residual fuel oil means corresponding 
month of 1973 for all non-utility uses.

ALLOCATION LEVELS AND PRIORITIES

Allocation levels for the designated groups are as follows:

(1) 100 percent of current requirements for non-space heating
uses for:

(1)
(2)
(3)
(4)
(5)

(6)
(7)
(8)

Agriculture production 
Emergency services 
Energy production
Manufacture of ethical drugs and related research 
Nonmilitary marine shipping, foreign and domestic (except 
cruise ships carrying passengers for recreational purposes). 
Sales to vessels engaged in the foreign tra.de of the United 
States shall be made on a non-discriminatory basis in 
regard to flag of registration. Such policy shall be subject 
to modification by the FEO following consultation with 
appropriate Federal agencies on a case-by-case basis if 
required to encourage reciprocal non-discriminatory 
allocation of bunker fuels in foreign ports to vessels 
engaged primarily in the foreign trade of the United States. 
Sanitation 
Telecommunication 
Passenger transportation services

(2) 100 percent of current requirements for

(1) Space heating consistent with

(a) 6°F reduction (or equivalent) for residences and 
schools

(b) 10°F reduction (or equivalent) for others
(c) Each user must reduce his ambient indoor temperature 

by the appropriate amount, or take other actions 
which shall result in a fuel savings that should
be achieved by the specified reduction.
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(2) Medical and nursing buildings (100 percent of current requirements)

(3) Electric Utilities
Allocation may fluctuate monthly depending upon total shortfall.
The FEO, with the assistance of the FPC, will determine the 
required reduction in electricity generation. To the extent 
practicable, each utility within appropriate groupings shall 
absorb an equal percentage cutback in electricity generation.

(4) 100 percent of base period volume for industrial users and all 
other users and uses of residual fuel oil not covered elsewhere 
in the program.

SUPPLIER/PURCHASER RELATIONSHIPS

The FEO shall estimate total supply and determine the portion of allocable 
supply for non-utility use, utility use, and the state set-aside.

All suppliers of residual fuel oil shall supply all of their non-utility 
wholesale purchasers of record as of the corresponding month of 1973.

The FEO may order the sale of residual fuel oil by suppliers to other 
suppliers or end-users in order to alleviate imbalances, order the 
transfer of residual fuel oil from one area to another, reassign purchasers, 
or make other adjustments as necessary to achieve a more equitable balance 
of assigned sales among suppliers.

STATE SET-ASIDE

Initially, the state set-aside for residual oil is 1.5 percent. It may be 
distributed by the State Offices for emergency and hardship use.



LUBRICANTS AND OTHER PRODUCTS

COVERAGE

This allocation program is for lubricants and all other refined 
petroleum products not allocated under other Federal Energy Office 
(FEO) programs* and not excluded from allocation by law or regulations.

ALLOCATION LEVELS AND PRIORITIES

This program, which includes lubricants, special naphthas and some 
solvents, provides that an amount equal to the current requirements 
will'be allocated to each wholesale purchaser. Any wholesale purchaser 
who has difficulty securing necessary supplies may petition his FEO 
Regional Office for assignment of a new supplier.

Suppliers who cannot meet the needs of all wholesale purchasers.shall 
distribute to all purchasers in proportion to each customer’s purchases 
during the corresponding quarter of 1972.

The determination of need as defined by the wholesale purchaser and 
the initiation of mandatory allocation action only by request of the 
purchaser, will insure, as much as possible, a continuation of normal 
business practices.

STATE SET-ASIDE

There is no state set-aside.
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FOR IMMEDIATE RELEASE January 16, 1974

TREASURY ISSUES DUMPING FINDING WITH RESPECT TO 
CALCIUM PANTOTHENATE FROM JAPAN

Assistant Secretary of the Treasury Edward L. Morgan 
announced today that he has issued a dumping finding with 
respect to calcium pantothenate from Japan. The finding 
will be published in the Federal Register of January 17,
1974.

Calcium pantothenate is a member of the B-complex 
family of vitamins and is produced in both U.S.P. and feed 
grades. The U.S.P. grade is sold for human consumption in 
the form of multi-vitamin tablets, and the feed grade is 
used as a food supplement for swine and poultry.

On September 10, 1973, the Treasury Department deter­
mined that calcium pantothenate from Japan was being sold, 
or likely to be sold, at less than fair value within the 
meaning of the Antidumping Act, 1921, as amended.

On December 7, 1973, the Tariff Commission advised 
the Secretary of the Treasury that an industry in the United 
States was being injured by reason of the importation of 
calcium pantothenate from Japan sold, or likely to be sold, 
at less than fair value within the meaning of the Antidumping 
Act, 1921, as amended.

After these two determinations, the finding of dumping 
automatically follows as the f i n a l  a d m in is t r a t iv e  requirement 
in antidumping investigations.

During the six-month period of January through June 
1972, imports of calcium pantothenate from Japan were valued 
at approximately $400,000.

# # #



DEPARTMENT OF THE TREASURY

TREASURY DEPARTMENT ORDER NO. 229 

FISCAL SERVICE REORGANIZATION

By virtue of the authority vested in me as Secretary 
of the Treasury, including the authority in Reorganization 
Plan No. 26 of 1950, it is ordered that:

1. There is established in the Fiscal Service a 
Bureau of Government Financial Operations, to be headed
by a Commissioner, who will report to the Fiscal Assistant 
Secretary.

2. All functions of the Bureau of Accounts, and all 
functions of the Office of the Treasurer of the United States 
except the functions performed by its Cash Division and those 
functions performed by  its General Accounts Division and its 
Internal Audit Office which relate to the custody, issuance, 
and redemption of currency, are transferred to the Bureau
of Government Financial Operations.

3. The Treasurer of the United States will report 
directly to the Under Secretary for Monetary Affairs.

4. All provisions of law and regulations dealing with 
the transferred functions on the effective date of this Order 
will continue in effect under the supervision of the Commissioner, 
Bureau of Government Financial Operations.

5. All positions, personnel, records, property, funds, 
and other resources which relate to the functions transferred, 
as determined by the Assistant Secretary for Administration, 
shall be transferred to the Bureau of Government Financial 
Operations.

6. The internal organization of the consolidated Bureau 
of Government Financial Operations will be established by 
the Fiscal Assistant Secretary.
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7. T h is  O rder s h a l l  become e f fe c t iv e  on Fe b ru ary  1#
1974.

S e c re ta ry  o f  th e  T re a su ry

D a te : J{\N 1 41974



Departmental theTREASURY | f

iwcTfiM n r onoon TELEPHONE W04-2041¡WASHINGTON, D C. 20220

FOR IMMEDIATE RELEASE January 17, 1974

STATEMENT OF THE HONORABLE GEORGE P. SHULTZ 
SECRETARY OF THE TREASURY 

AT THE FIFTH MEETING OF THE COMMITTEE OF TWENTY 
THURSDAY, JANUARY 17, 1974, AT 11:30 A.M.

Gentlemen: We scheduled this meeting because we had a 
common belief that working together there was much we could 
accomplish through improving our international monetary 
arrangements. We felt we could reach agreements which-- 
together with those achieved elsewhere -- would promote 
international cooperation and allow each of our nations to 
derive greater benefit from international trade and invest­
ment.

Since the meeting was scheduled, most of the nations 
represented here -- both more developed and less developed -- 
have found the prospects for their economic activity, prices, 
and balance of payments sharply worsened. Any economic 
betterment we can contribute through international cooperation 
is, therefore, now even more urgently needed than before.
And that international cooperation is all the more essential, 
since we do not know with any certainty which nations among 
us are likely to be most seriously afflicted by the new 
developments.

In these circumstances, the logic seems to me compelling 
to act as do the members of a mutual insurance society who 
recognize a common interest in pledging to spread the impact 
of a calamity which could otherwise fall with concentrated 
force on any one of the members. At the same time, of course, 
we must not only insure against the risk. Our more basic task 
is to do all we can to reduce it.

It is imperative, therefore, that we make the most of 
our meeting. But, after a change in economic circumstances 
without precedent in magnitude and suddenness in peacetime, 
we obviously must rethink our priorities in the area of 
monetary reform* And we must act in the financial area with 
a full realization that our response to the current threat 
of economic instability will be viewed as a fundamental test 
of our willingness to cooperate internationally.

S-349
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A number of governments, the oil exporters, have 
demonstrated that they can act in pursuit of immediate 
political and economic objectives. In doing so, the 
clear danger is that they will create severe economic 
disruption for other nations and ultimately for themselves 
as well.

Now we must demonstrate that we can achieve joint 
action among a much larger number of countries and in a 
more broadly beneficial manner. We must develop a broader 
cooperation which meets the legitimate aspirations of the 
oil producers for an appropriate level of compensation 
for their current production and for secure and profitable 
opportunities for investing their financial resources, 
while assuring that they in turn meet their responsibilities 
for producing in reasonable amounts without capricious 
manipulation of supplies or prices. We must develop a 
broader cooperation that does not undermine economic 
development in any areas of our world.

This meeting of ministers of finance is not the 
proper forum for discussions of all the implications of 
the new developments in the field of energy. Primary 
work must be undertaken elsewhere on agreements for the 
maintenance of appropriate levels of supplies and prices, 
on research and development, on conservation, on alternative 
energy sources, and on emergency sharing of supplies.

President Nixon, to insure that all this work is 
undertaken promptly, has issued an invitation for a meeting 
in Washington to ministers of a number of oil consuming 
countries, together with the Secretary General of the 
OECD and the President of the Executive Commission of the 
EC. It is the President’s belief, I know, that this small 
group can launch most expeditiously the preparatory work 
which will permit substantive and productive meetings to 
take place in the near future on a broader basis among 
representatives of the oil producers and the oil consumers 
from all parts of the world. The ultimate objective is a 
set of international arrangements which will permit economic 
development to continue on a secure basis in all parts of the world.
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The recent price increases and supply disturbances o£ 
oil have created uncertainty, which -- even apart from the 
direct costs involved -- is detrimental to economic develop­
ment. And, when the newly announced prices are applied to 
estimates of oil consumption which are in the neighborhood 
of previous forecasts for 1974 and later years, the arith­
metic results are staggering. We have seen estimates, for 
example, of an increase in the costs of imported oil in 
1974 of more than $75 billion just from the price increases 
of the last few months. Similar calculations for later 
years yield even larger numbers. In appraising these 
estimates, however, I believe we must be driven to the 
conclusion they are simply not realistic. At the prices 
used in these calculations the consuming countries will 
not -- and in some cases probably cannot -- import such 
large volumes. In the more developed countries the com­
bination of consumer choice and government controls is 
bound to restrict consumption of imported oil substantially 
even in the short run. Increasingly over time, imports 
will fall even further behind earlier forecast's, not only 
from reductions in consumption, but also from increases in 
production from alternative energy sources which have become 
economic by comparison. With the economic incentives which 
now exist, I suspect we shall all be surprised by the new 
ways of producing and of saving energy which "come out 
of the woodwork".

The impossibility of the initial projections of mammoth 
increases in import bills for oil is particularly obvious for 
the less developed countries which are not oil producers.
I have seen estimates that their import bill alone would 
increase by more than $10 billion in 1974, an amount in ex­
cess of the total of official assistance which they have 
been receiving in recent years. Clearly it would not be 
possible for these countries to absorb such increases. Con­
ceivably these countries could turn to the oil producers 
to borrow some portion of the increased cost. But many of 
these governments are already near the limits of prudent 
indebtedness. Moreover, it is one thing to borrow for a 
promising investment project which will generate increasing 
revenues in the future, but it is a far different and 
dangerous course to borrow large amounts to cover current 
consumption. Of course, the more developed nations must 
maintain their assistance programs but, in addition, to meet 
the new needs, some of the oil producers must provide a 
substantial amount of grant assistance if current welfare 
and future development, are not to be drastically reduced 
in many areas whose levels of economic welfare are already 
abysmally low.
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Even after the inevitable reduction in future levels of 
imports, the increasing cost of imported energy in the near 
future will still be huge. The secondary effects in terms 
of the availability of such derived products as fertilizer 
must also be recognized. The extra funds paid by the importers 
will inevitably mean a decline in their terms of trade, a 
burden upon their economies, and a heavy burden on efforts 
to manage common affairs cooperatively. Of course, the 
funds paid by importers will not disappear from the face of 
the earth. They will be used by the recipients in part for 
increased purchases of goods and services and in substantial 
part for investment in other countries. These reflows will 
collectively redress the payments positions of those countries. 
But in the new circumstances there inevitably is great un­
certainty as to which countries will receive these reflows.

Naturally we in the U.S. government are hopeful that our 
businessmen will be competitive with their exports, and we 
know that we have a large and smoothly-functioning markets for 
investments. Yet, for us as for others, there is great un­
certainty as to what will be the net impact of the new oil 
developments on our payments position. We had, after all, 
been scheduled to be the worlds single largest importers of 
oil during the next few years. The oil price increases are 
likely in the short run to cause for us an even larger per­
centage increase in the total cost of imports than will be 
the case for most major countries in Europe, since oil looms 
larger among our imports.

For me these new developments have three basic implica­
tions for our work on monetary reform in the Committee of 
Twenty:

First, we must demonstrate that we can achieve inter­
national economic cooperative agreements in a timely fashion.
It is imperative that we reach a substantive agreement by 
the date which we have already set for ourselves, July 31 
of this year.

Second, in doing so, we must re-order our thinking to 
take fully into account the new conditions and the new un­
certainties which have been thrust upon our international 
affairs. Our monetary reform agreements must not attempt to 
impose upon the system a rigidity which hampers response to 
future developments including, for instance, the possibility 
of a surfeit of energy supplies around the world in a few 
years time. Rather, we must agree on rules and procedures to 
insure there will be prompt adjustment in response to develop­
ing international monetary imbalances. We must try to avoid 
the mistake of giving too much weight to present conditions by 
simply extrapolating themiar into the future. While setting 
the flexibility necessary to adapt and evolve the system to 
meet future developments.



Third, we must design financial mechanisms and arrangements 
to deal with the present problem. But we must be realistic and 
recognize that the present problem is literally unmanageable for 
many countries. The oil-producing countries have to recognize 
this simple fact and cooperate with the rest of the world in 
scaling down the magnitude of the financial problem to manageable 
proportions. Once that is accomplished we must still bring 
together the countries that have investment opportunities with 
oil-producing countries which have investible funds, so that major 
destablizing forces in the world economy are avoided.

If we manage our affairs properly, it will plainly make 
economic sense all around for producers to pump oil in excess 
of their current revenue needs so that oil wealth can be put 
to uses which generate a greater return that would result from 
letting that oil increase -- or possibly decrease -- in value 
while lying in the ground. In fact, however, that oil is not 
likely to be produced unless the producers of the oil and the 
custodians of the investment projects can be brought together in 
a manner in which each participant feels he can rely on the 
contractual relationships with the other. There may be possibilities 
for collective action which should be given consideration in this 
area.

All these tasks I have just mentioned are ones for which 
we as Finance Ministers must take primary responsibility. But 
our responsibilities for constructive response to the new 
circumstances will not end there. We also have a vital role to 
play in facilitating future trade negotiations.

The recent experience of abrupt, major shifts in world 
supply-demand relationships in certain commodities has caused 
us all to rethink our policies and our methods of economic 
management, domestically and internationally. In this re­
thinking, some have concluded that recent proposals for trade 
negotiations should be put aside in view of more pressing problems 
like the energy supply constrictions and price rises or alleged 
world food shortages. That is the wrong conclusion.

The effort to embark on trade negotiations has much in 
common with our efforts in the monetary field: on the one hand, 
to solve specific problems, and on the other hand, to bring about 
a negotiating process and improved framework for trade relations 
which would help deal more effectively with new problems as they 
arise. The recent difficulties, to me, argue more strongly than 
ever for getting moving on the process of trade negotiations.
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The exact way in which we go about this, and the new 
priorities, that may be emerging -- including the avoidance of 
export restrictions -- will need close examination. But it is 
imperative that the process itself be set in motion now.

While this broader process is getting underway we have 
to ensure that nothing is done to make the situation worse now.
No country can take unilateral restrictive trade or monetary 
measures to benefit some selected section of its economy or its 
current balance of payments at the cost of others without 
generating still greater turmoil in world economic relations.
There would inevitably be countermeasures. Unilateral trade or 
monetary actions which are generated by energy problems or similar 
difficulties would be counterproductive. Any new trade or 
monetary actions should be considered in the most careful way in 
this delicate time, and should be kept consistent with mutual 
interests and obligations. Bilateral agreements between oil 
producing and oil consuming countries should themselves be fitted 
into an internationally agreed framework.

As Finance Ministers, with our particular knowledge of 
the dangers of economic instability and autarchic policies, 
we must impress upon our national colleagues the dangers of 
attempting to "go it alone" in international economic affairs 
in today’s circumstances. We must recognize monetary cooperation 
plays a large part, but still only a part in the broad effort 
needed to respond to the new economic challenges. With cooperation, 
we can find a balance in the essential needs of oil producers and 
consumers. With intelligence and understanding, we can avoid 
unemployment through excesses of financial restraint at home.
If we approach our problems in common, we can maintain a fabric 
of reasonable stability and freedom in international commodity and 
exchange markets, to the benefit of all our citizens.

The new challenges have come upon us with a brutal suddeness. 
But the collision between growing energy demands and the slower 
growth in apparent supply was inevitable in any event. Let us 
now attempt to insure that we derive one important benefit from 
our recent jolting experience. Let us resolve to delay no 
longer and to proceed at once with the reordering of our research 
efforts, our production plans, and our consumption patterns to 
fit our new conception of the world’s energy balance. In doing so, 
let us achieve that broad consistency among our individual actions 
that is essential to the success of the total effort.

0O0



FEDERAL ENERGY OFFICE 
Public Affairs 

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

FOR IMMEDIATE RELEASE JANUARY 16, 1974

SIMON PLEDGES FLEXIBILITY IN NEW PETROLEUM ALLOCATION RULES

William E. Simon, Administrator of the Federal Energy 

Office (FEO), today pledged that the new petroleum allocation 

regulations (published in the Federal Register yesterday) will 
be responsive to the changing needs of the American economy.
"We will closely watch and reassess the effect that these 
regulations have on both oil production and producers of crude 

oil," Simon said.
"Should it become apparent that unreasonable inequities are 

created or that our objectives are not being achieved, or that 

there is a better way of allocating crude, then we will not 
hesitate to introduce additional refinements or changes in the 

regulations," he promised.
To minimize doubt and confusion at the outset of the 

allocation program, Simon said that supplier-purchaser relations 

as of December 1, 1973,. should be maintained.
"The possibility of large numbers of 'connection* changes 

has made it difficult and somewhat confusing to determine what 

supplies of crude will be available to whom," he said. "The 
allocation program was implemented to assure equity during our 

shortage," the FEO administrator said. "It must also provide 

reasonable stability and assurances of supply if it's to be

successful." 
E-74- 20 -FEO-



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 

Tel: 395-3537
FOR IMMEDIATE RELEASE JANUARY 17, 1974

ADMINISTRATOR SIMON APPOINTS LEIGH S. RATINER 
DEPUTY ASSISTANT ADMINISTRATOR FOR 

INTERNATIONAL POLITICAL AND SECURITY AFFAIRS

Federal Energy Office Administrator William E. Simon 

today announced the appointment of Leigh S. Ratiner to 
the position of Deputy Assistant Administrator for Inter­

national Political and Security Affairs in the Office of 
the Assistant Administrator for International Policy and 

Programs, Stephen A. Wakefield,
Ratiner, 34, will be responsible for pursuing new 

diplomatic initiatives, policy development, and international 
negotiations affecting the security of our imported energy 

needs. He will also act as the Federal Energy Office's 
principal representative to the many international organi­

zations that now deal with energy matters, Mr, Simon 

emphasized that Mr. Ratiner will carry out his duties in 
close coordination with the Department of State.

From the past two years, Mr. Ratiner has been Director 
of the Office of Ocean Resources in the Office of the Assistant 

Secretary of the Interior for Energy and Minerals. Prior to 

that he was Staff Director of the Office of Ocean Affairs in 

the Office of the Secretary of Defense. From 1966 to 1970

E-74- 22 (more)
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Ratiner was Legal Counsel for Western Hemisphere Affairs in 
the Department of Defense. Between 1963 and 1966 Ratiner 

was an attorney in the Federal Aviation Agency, specializing 

in international air law negotiations.
Ratiner has been negotiator at a variety of bilateral 

and multilateral conferences and is presently serving as 

the principal United States representative in Committee I 

at the Law of the Sea Conference, which deals with the mineral 

resources of the deep seabed, and with the creation of new 

international institutions for their administration.

Ratiner has delivered numerous speeches on ocean policy 

and is the author of several legal articles, including analyses 
of United States oceans.policy and mineral resources interests 

of the United States, which have been published in the Journal 
of Maritime Law and Commerce and the Natural Resources Lawyer.

Ratiner is a member of the American Society of Inter-, 
national Law, the International Law Association, and a member 
of the General Advisory Committee of the American Bar Association 

Section on Natural Resources Law.
Ratiner is a native of New York City. He holds a B. A. 

degree from Grinnell College, 1959; an LL.B. degree from the 
University of Pennsylvania, 1962, and a Masters in Comparative 

Law from Southern Methodist University, 1963.

He and his wife, Catharine, have a daughter, Cris, 13, 

and a son, Tony, 10, and live in Annandale, Virginia.

-FEO-

E-74-22



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D.C. 20461 

Tel: 395-3537

/ /

FOR IMMEDIATE RELEASE JANUARY 17, 1974
ADMINISTRATOR SIMON APPOINTS MELVIN A. CONANT 

DEPUTY ASSISTANT ADMINISTRATOR FOR 
INTERNATIONAL TRADE AND COMMERCE__________

Federal Energy Office Administrator William E. Simon 
today announced the appointment of Melvin A, Conant to the 
position of Deputy Assistant Administrator for International 
Trade and Commerce in the Office of the Assistant Administrator 
for International Policy and Programs, Stephen A. Wakefield,

Conant, 49, who most recently served as Senior 

Government Relations Counsellor for the Middle East and 
Asia for the EXXON Corporation, will deal with the trade and 

economic relationships related to the flow of energy materials 

between countries. He will also act as the Federal Energy 
Office's principal representative to the many organizations 

active in energy and trade affairs, Mr, Simon said that 
Mr, Conant will carry out these functions in close coordination 

with the Departments of Commerce and Treasury.
Conant had been with EXXON since 1963 and previously 

served as Regional Political Advisor for Standard Oil interests 

in East Africa, Asia, the Far East and Australia. From 1960 

to 1961, Conant was on the faculty of the National War College 

as Professor of International Security Affairs. Between 1955 

and 1961 Conant was on the executive staff of the Council on 

Foreign Relations.
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Conant has held several advisory positions including 

that of lecturer to the Royal Canadian Defense Forces College? 

U.S. National War College? U.S. Air University? and Royal 

Naval Staff College, Greenwich. He was Oil Advisor to the 

U.S. delegation at the Preparatory Sessions of the Law of 
the Sea Conference in 1972 and 1973, and is a member of the 

Institute of Strategic Studies (London).

Conant is a native of New York City. He holds a B.A. 

degree (Magna Cum Laude in international law and diplomacy) 
from Harvard College, 1949, and also received his M.A. 
there in Far Eastern studies (1951)•

He lives with his wife, Christa, in Arlington, Virginia.

-FEO-
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FOR IMMEDIATE RELEASE

PLANS FO R  IMPROVING FEDERAL GOVERNMENT'S PAYMENT SYSTEM

The Department and the Social Security Administration said today 
that a series of actions is being taken to facilitate the payment of 
benefits to the 3-1/2 million recipients of payments under the new 
supplementary security income (SSI) program. The Treasury Department 
said that it is not ready to begin making Government benefit payments 
by direct electronic transfer to recipients' accounts and it does 
not expect to eliminate all paper checks in making Federal payments# 
as has been reported in the press.

Under the SSI program# the Federal Government began this month 
to make welfare payments to the aged, blind, and disabled which had 
heretofore been made by the States. The Treasury and the Social 
Security Administration anticipated two problems that would arise 
in the delivery and negotiation of SSI checks. The first was that# 
since many of the payees under the new program do not have accounts 
with financial institutions# and since they would not have satis­
factory documentary means of identifying themselves# they would have 
difficulty in negotiating their checks. The second problem was that, 
because many of the recipients are located in high crime areas, the 
mailing of checks to the individual beneficiaries would tempt m a i l ­
box thieves.

The first step taken was to meet w ith trade associations 
representing commercial banks# savings and loan associations, mutual 
savings banks, and credit unions to solicit the cooperation of their 
members in making accounts available to recipients who wish them.
The institutions would then have account signature cards which would 
enable the identification of the payees of the benefit checks. A l ­
though the trade associations were not in a position to commit their 
members, the reactions received were generally favorable and it is 
expected that a sufficient number of financial institutions will 
participate to make available in most cities and towns adequate and 
convenient facilities for the maintenance of accounts for those SSI 
beneficiaries who wish them.

The second step involves working out the mechanics of sending 
the checks directly from the Treasury to the financial institutions 
for credit to the payees' accounts. Since these checks would be 
negotiable only by the financial institution, the problem of their
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theft for the purpose of fraudulent negotiation would be eliminated.
The implementation of the second step includes making SSI beneficiaries 
aware of the advantages to them of establishing account relationships 
and encouraging them to elect to receive their payments by direct 
credit to their accounts.

The Treasury and the Social Security Administration have for 
some months been engaged in a joint study to implement Public Law 92-366, 
approved August 7, 1972, which provided that payments of various 
benefits, such as social security, could be made by direct credit 
to the accounts of the beneficiaries at a financial institution.

A  number of basic operating problems are involved in adopting 
such a procedure, and considerable lead time will be required to 
make it available for regular social security payments. A  number 
of these operating problems do not exist, however, with respect to 
SSI payments, since the use of direct credits to financial institu­
tions was contemplated when the SSI program was established, and the 
system was developed in such a way as to be compatible with the use 
of direct credits. A  system of direct credits to financial institu­
tions for SSI payments can therefore be implemented sooner. In the 
meantime, recipients can have their individual checks sent directly 
to a bank of their choice by executing a power of attorney form and 
notifying their local social security office.

Initially, any system of direct credits to financial institutions 
will involve only the forwarding to each financial institution of 
individual checks payable to the institution for credit to the account 
of the named beneficiary. While the ultimate goal is the transfer of 
funds to the financial institutions by electronic means, without the 
use of checks, this will be a number of years away. W hen the proper 
techniques are available, however, the system will be extended, as an 
option to payees, to other types of benefit payments such as veteran 
benefits, civil service retirement, and railroad retirement.

Another phase of the joint Treasury/Social Security Administration 
study is to accomplish the conversion of the different types of benefit 
payments to a cycled basis. The system for cycling payments, like the 
system for direct credits, involves complex operating problems and will 
take time to implement.

oOo
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FOR IMMEDIATE RELEASE January 18, 1974

DONALD L. E. RITGER NAMED 
DEPUTY GENERAL COUNSEL

Treasury Secretary George P. Shultz has announced the 
appointment of Donald L.E. Ritger as Deputy General Counsel.

He succeeds Roy T. Englert who resigned last year to 
join Charls E. Walker Associates, Inc.-

Prior to his appointment as Deputy General Counsel,
Mr. Ritger had served as an Assistant General Counsel since 
June, 1966. He began his Treasury service in 1949 in the 
Office of the Chief Counsel of the Bureau of Customs. He was 
Assistant Chief Counsel from July, 1959 until May, 1964, when 
he was designated Chief Counsel.

Mr. Ritger was born in Orange, New Jersey, October 31, 1920. 
He was graduated from Georgetown University, Washington, D.C., 
in 1942 and the Georgetown University Law School in 1948, 
where he served on the Law Review. He was on active duty with 
the U.S. Navy from July, 1942 to October, 1946.

He is marfied to the former Antoinetta Galeazza Kirby.
They live at 601 Piscataway Court, Oxon Hill, Maryland and have 
one son, Edward N. Mr. Ritger has three children by a former 
marriage, Lee M., Thomas Bulfinch, and Wendy A.A.
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FOR IMMEDIATE RELEASE January 18, 1974

ASSISTANT SECRETARY EDWARD L. MORGAN RESIGNS

Edward L. Morgan announced today that he is resigning 
his position as Assistant Secretary of the Treasury for 
Enforcement, Tariff and Trade Affairs, and Operations effec­
tive February 1, 1974-, to return to private life. Mr. Morgan, 
who has served with the Administration since January 1969, 
has been Assistant Secretary since January 1973.

Secretary of the Treasury George P. Shultz issued the 
following statement on Assistant Secretary Morgan1s resigna­
tion:

"Ed Morgan*s departure from the Treasury is something 
I deeply regret. Ed brought great competence and leadership 
to the job of Assistant Secretary for Enforcement, Tariff 
and Trade Affairs, and Operations and its broad responsi­
bilities ranging from law enforcement to Treasury's minting 
and engraving operations. His background in law and govern­
ment and his ability to analyze complicated problems, 
coupled with his skill at bringing together divergent 
opinions, made him a particularly valuable member of the 
Treasury team.

"During his year with Treasury Ed dealt effectively 
with the reorganization of the Administration's anti-drug 
efforts and was instrumental in negotiating a significant 
treaty with the Swiss government regarding the disclosure of 
banking information. He also oversaw a change in the leader­
ship of the U.S. Secret Service and made important contribu­
tions to the Administration's trade proposals to the Congress 
in the antidumping and countervailing duty areas. He achieved 
international recognition at the INTERPOL General Assembly 
last fall in Vienna when he was elected to the Executive 
Committee of INTERPOL.

"I have known and worked closely with Ed for five years 
and have the greatest respect fpr him. He has impressed me 
and those with whom he has worked at Treasury with his capacity 
for work, his good judgment and his sense of humor. We will 
miss him both on a personal and professional level. We all 
wish him the best of luck in his future endeavors."
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FOR IMMEDIATE RELEASE J a n u a r y  1 8 , 1 9 7 4

FOR ATTRIBUTION BUT NOT FOR DIRECT QUOTATION

PRESS BACKGROUNDER BY SECRETARY SHULTZ 
PRIOR TO HIS SPEECH IN ROME, ITALY 

THURSDAY, JANUARY 17, 1974

We thought we would give you this speech beforehand, 
or this statement which, in 0ne manner or another, we hope 
to put forward this morning. I undoubtedly won’t read it 
all but we will stand by the full text. We thought it 
might be useful to have a session so you could raise what­
ever questions you want to raise about this and, for that 
matter, the general meeting as we go into it. Of course, 
we don’t know what is going to happen so we can’t comment 
on that; we will, however, arrange somehow to have a session 
with the press after the meeting is concluded. I think you 
all have had this statement so you may proceed with whatever 
questions you want to raise.

Q. Mr. Secretary, what assurances or indications do we 
have bilaterally from the OPEC countries that they might be 
interested in something other than dollars, immediate dollars 
in return for their oil?

A. Well, we don’t posit this statement on any particu­
lar assurance from the oil producing countries. This is based 
on our own analysis of the situation and what, in our view, 
is the emergence of a set of implications that won’t work.
And, that being the case, we have to see what can be done
about it.

Q. Aside from the statement, do we have any hopeful 
indications from them?

A. I don’t have any statement to make about what the 
oil-producing countries have to say for themselves. That 
is for them to say. Our position here is, this is our 
analysis of the situation. This sets forward the general 
pattern or method by which we think we need to work at it 
and we go on from there. We hope to be able to talk with the
oil-producing countries, but that is an emerging and un­
folding development. I don’t have anything to say about it 
here.

Q. Does this reflect an agreed position at your dinner 
the other night with the other....

A. This is simply a United States statement.
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Q. Mr. Secretary, you mentioned financial mechanisms 
in your speech. Do you have any particular mechanisms in 
mind? Anything specific that you intend to propose or that 
you think might work in order to resolve the problems?

A. Well, the kinds of things that can be done vary as 
between sets of nations, depending upon their situation. We 
do have swap lines with a number of countries. We think 
these are important. It may be important to strenthen them. 
They will be helpful in meeting developments in exchange 
markets, as they have been in the past. Whether or not some 
special kind of financial arrangement having to do with 
developing countries emerges remains to be seen. Mr. Witteveen 
has made a proposal somewhat along these lines, as we all 
know, and we think that it is important to think contructively 
about these problems. We have lots of questions to raise 
about that particular proposal, but maybe they can be answered 
satisfactorily.

I
Q. Is that along the lines of the sort of thing you 

would be prepared to support?
A. Well, that is a proposal. Before we would be pre­

pared to support it we would want to know the answers to some 
questions that we think are very hard to answer.

Q. For example?
A. For example, if you set up some sort of a fund, 

presumably it gets its money from somewhere. I suppose the 
thought is from the Arabs. Presumably, they will want to 
have some kind of guarantee as to value, and they will want to 
liave some reasonable rate of interest on the funds that are 
loaned by them. We put this in the setting of the developing 
countries. If the developing countries borrow from this fund, 
they will have to pay a rate of interest, and presumably they 
will have to pay the money back. Now, when you consider that 
the recent increases in price, if applied to their past year's 
purchases of oil, come, in sum, to the equivalent of or 
perhaps a little more than the total amount of the concessionary 
aid flowing to them, it is a little hard to see how they are 
going to be able to pay these sums back. And they already 
have very substantial debt repayments going on. So, then, 
the question is how is that going to work out as a fund that 
has any sort of prospect of balancing itself? That is the 
kind of question that we think needs to be raised. And, at 
least in our judgment, it is an illustration of the sense in 
which the implications of what has happened lead you, in part, 
to say that it is not a manageable situation. There has to 
be some give in it before you can start really figuring out, 
financially, how to deal with it.
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for arms and what have you. Yet, in your speech you are 
talking about leaving the way open for them, saying, in 
effect, that bilateral agreements are O.K. so long as they 
fit into an internationally-agreed framework.

A. If there is an exchange between two parties, it 
is thus bilateral and exchanges have that characteristic.
Now, the question isn't whether exchanges and arrangements 
between parties are going to exist m  they are going to 
exist. The question is whether or not those will take 
place under an understood and cooperatively-developed 
umbrella, so that they are not put in juxtaposition and 
competition with each other. That is the problem, so 
that people act with some mutual understanding of what 
we are doing:

Q. Mr. Secretary, although you said that you still 
think it is necessary to meet the July 31 deadline, there 
has been some vagueness as to precisely what terms. Could 
you expand on this? The understanding that has gotten around 
here is that one will drop it all except in the most general 
terms, and that the 20 is possibly to be disbanded in the spring.
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A. I can|only say what my thinking is, or I should say 
what our thinking is. We've discussed this a lot in the 
U.S. Government, and we will learn the views of others. We 
have been talking with others since we've been here, but we 
will learn the views of others in the meetings in the next 
two days and expect to be influenced by those views, so I 
can only tell^you what our sort of "going-in" attitude is.
It is a positive one toward the July 31 deadline, or before. 
Because we think that it is possible to achieve worthwhile 
and substantial goals by that time and that it is important 
for the Committee of Twenty to do that. In effect, a goal 
from^the beginning has been to evolve an understood, broad 
outline of reform and somehow to get that into a posture 
where, with some kind of monitoring and adapting surveillance, 
it can gradually merge itself with the reality of world 
monetary development. I think it is important to remind 
ourselves that t h e B r e t t o n  Woods system did not spring 
full-blown into being. It was not, I believe, until 1958 
that convertibility, in general, was achieved, for example, 
so that I don't think that any reasonable expectation was 
that there would be a snap of the fingers or an unveiling 
or something and there, presto, would be a new monetary 
system. Rather, that the general characteristics would be 
developed and understood and broadly agreed and some things 
would be possible to implement before others and that at 
some point a sort of marker should come down and then the 
process of evolution should take place. I think if the 
Committee of Twenty can achieve those things, and do so by 
the middle of the year, that will be a substantial and worth­
while achievement. I think it is possible, and I think we 
should try very hard to bring it off.

Q. Could you say precisely, Mr. Secretary, what the 
United States means when it talks about general rules for 
floating? What you expect to achieve?

A. Obviously, we have a situation right now which can 
be described as a more or less floating situation with inter­
vention. It isn't a so-called clean float —  nobody describes 
it that way -- it is a flexible system with a pattern of 
intervention that has sort of emerged ad hoc following the 
last Paris meeting in March. We think that it is desirable... 
to have some more explicitly understood rules for behavior. 
And we think, broadly speaking, that they should have to do 
with what happens to people's reserve positions. We have 
made some proposals, as have others in the Committee of 
Twenty, that we think would be helpful.

Q. Mr. Secretary, reading between the lines, it seems 
almost on top of the lines, it seems clear that you are con­
tent to let the dollar float for the foreseeable future. Is
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that the best system until these many problems you described 
are ironed out?

A. Well, we had thought at the time our position was 
put forward a year ago last September that a system which 
had its center of gravity in par values and which had a clear 
option for floating was a prospectively good system. We ex­
pected that the United States would be part of that center 
of gravity. We don’t see any reason to change our mind about 
that. We think that the oil price developments constitute 
an event that makes it very hard to establish par values in 
the near future and that, on the whole, the more or less 
floating system that has emerged has handled these develop­
ments pretty well, since at least that, the one crisis you 
haven’t been (I was going to say you haven’t been writing 
about) is the monetary crisis, and I think you could imagine 
yourself four or five months ago with a system of strongly 
defended par values, and we would have had quite a show.
But I do think that the system needs to be given more body 
and that it gets more body by getting agreement on the nature 
of the adjustment process, the nature of rules for floating 
and for settling down and then being moved gradually into 
this center of gravity type situation that I mentioned.

Q. Mr. Secretary, how do you feel about the point that 
the dollar has reached at the moment and recently? Do you 
agree with President Pompidou’s remarks that Americans are 
concerned that it is too high?

A. Well, I d o n ’t —  I haven’t heard President Pompidou’s 
remarks and I prefer not to comment on what somebody else 
says. Just in terms of the situation, of course, we felt 
that the dollar fell too low in the summer, and said so and 
said that we thought it would come back and that, broadly, 
the dollar of February was approximately right, we thought.
It has come back through natural forces and I think the 
pattern of sort of ad hoc intervention that has developed 
helped to give some body to the market and implement the 
idea that we had a progressive, orderly market. It is a 
bold person who can give an opinion on precisely what rela­
tive exchange rates are right right now. In fact, that is a 
reason why it would be so difficult to go to par values right 
now. But I would say my sense of the situation is that the 
market has reacted a little bit too far and that we may see 
some development in the other direction, but that is just my 
instinct at the moment and developments would have to be seen.

Q. Would ad hoc intervention be part of influencing 
that result?

A. Yes, it could be.
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Q. Mr. Secretary, Mr. Emminger has been quoted these 
days as saying that he is optimistic that probably before 
March some^fairly well-defined basket of currencies could be 
drawn up with which to value the SDR's. What are your feel­
ings about this possibility?

A. Well, that is one of the questions that we are going 
to be discussing in the next couple of days. It has both a 
short-term and a long-term dimension, and it's hardly in the 
interests of the point we were discussing earlier, namely, 
the emergence of as much monetary reform as can be achieved.
We think that whatever is done in the short-term should have 
its eye on what we think is an appropriate arrangement in the 
long-term.^ Just what kind of a market basket should be con­
structed, if any basket less then the sort of average of all 
currencies, is a question that we are ready to look into. Of 
course, it is hooked in closely to the question of what the 
rate of interest on the SDR should be. Certainly, this is 
one of the questions to be discussed and it will be discussed 
at the meeting. j

Q. In September, in Nairobi it seemed that the U.S. was 
opposed to this idea of a currency cocktail. What is the 
current position of the United States?

A. We think that there are many arguments to be made in 
favor of a broader average. We don't think that a smaller 
basket is unworkable, and we're practical people, and we will 
look at all aspects of the situtation.

Q. Mr. Secretary, do you already have a feeling as to 
whether your colleagues that you will be meeting today are 
in agreement with oil prices being too high?

A. They will have to speak for themselves. I'm sure 
everybody wishes they were lower; that's really not the ques­
tion. The question is when you look carefully at the implica­
tions of both the present level and the speed in which that 
level has emerged and ask yourself, "Really, is this a toler­
able situation," we think that the answer to that is no, that 
we must bring out clearly the many ways in which this situa­
tion is going to present the greatest of difficulties to many 
nations. What others think about it —  first, we have been 
talking since we've been here last Tuesday with representatives 
of other countries and I don't want to presume to speak for 
them, but certainly this problem is on everybody's mind.
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Q. Mr. Secretary, as I understand it, the Witteveen 
proposal is to borrow money from the Arabs and then to recycle 
this to those countries that might be in balance of payments deficit, 
whether it be developing countries or developed countries. You 
were addressing yourself to the problem of developing countries 
in your earlier remarks and criticism of the proposal. What do 
you feel about the proposal vis-a-vis the developed countries?
Does this seem like a mechanism that could be effective?

A. Well, it is possible, but I think we also have to look 
at, as I said, the swap lines that are in effect and at mechansims 
in the private market for dealing with this kind of problem. We 
intend to work with others in exploring Mr. Witteveen's proposal 
along with any other-proposals that come along. We are here to 
look at any reasonably promising avenue. But we think it is 
a mistake to take the attitude right now of saying, "well, all 
right, here is this situation and our problem is how to manage 
it." We think that is a snare and a delusion; that there are 
many senses in which it is not manageable, at least easily enough, 
to be acceptable.

Q. This implies, therefore, that something has to give 
somewhere-- that you are going to go back to the OPEC countries 
and demand a price reduction.

A. I think that if you have oil to sell to somebody and if 
somebody just doesn't have the money to pay for it, then what is 
going to happen? There is going to have to be some back-and-forth 
on that, not only in a broad sense but on an individual basis. And 
the prospect of that, it seems to me, has to be recognized and as 
clearly as we can.

Q. Sir, do you think the group that will be meeting in 
Washington next month will be the sort of group that, together, 
could form some sort of committee to directly negotiate with the 
oil-producing countries? There must be some sort of institutional 
arrangement.

A. How that will emerge, I think, is best left to the 
meeting itself. I don't want to prejudge that. The President has 
called that meeting, the response has been quite gratifying, we 
have our thoughts about what the contents should be and the 
objective should be, but we are also visiting other Capitals and 
seeking the thoughts of others, so that it is a, so to speak, a 
mutual agenda, not an agenda set simply by the United States, and 
out of that process will come whatever comes from that meeting and 
I don't want to prejudge it.
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Q. Mr. Secretary, you've said that the situation now is, 
to a large extent, not manageable while oil prices stay up, and 
at the same time you have expressed some hope that you can reach, 
or make some progress or some agreement, by the July 31 deadline. 
Could you give us some idea of those areas in which you think 
some progress is possible by July 31 if the oil prices stay up?

A. Well, first, I think as compared with, say, two years ago, 
a great deal of progress has been made in the Committee of Twenty 
and in the general discussions on what the sort of overall 
dimensions and characteristics of the new monetary system should 
be. And that was evident in Nairobi, even in the outline of reform 
with the various differences that were presented in it. Neverthe­
less, that outline itself represented a broad agreement on the nature 
of a new system. So that's number one and I think that is in a 
sense, already in the bin. Second, we have had a great deal of 
discussion of the adjustment process and we had a fairlv good meeting 
of the minds last July at the Washington meeting. The situation has, 
I would say, unraveled somewhat since then but it seems to me 
possible to, in one way or another, perhaps merge with rules for 
intervention or floating or however you want to phrase that, set 
up understandings about the adjustment process. How the discussion 
on the SDR will go, in this meeting and in the subsequent meetings,
I don't know, but it seems to me that as a general proposition that 
we ought to be able to work something out that is at least reasonably 
precise along those lines. I think that it has always been one of 
the principal objectives to examine the Fund's structure itself 
to see if there are some ways in which that could be strengthened 
and it seems to me there is, as far as I can see, a general agree­
ment certainly from the Deputies' meeting, on doing that, and more 
or less how to do that, so those are all things of substantial 
importance and in the meantime we do have a system through which 
we have been managing. World trade has been expanding, up until 
this energy business. Within the framework of the overall under­
standing, and with a strengthened IMF, the Committee of Twenty 
should be able to point to some very substantial accomplishments 
and expect that some similarly-constituted group would be able 
to gradually bring a new monetary system along the lines broadly 
suggested into being.

Q. Mr. Secretary, what is the short-term industrial outlook 
for the next six months to a year--while SDR'S are being discussed, 
while oil prices are being haggled over, while oil supplies are 
curtailed for various political reasons? People talk about a 
very serious recession, perhaps, or primary deflation areas. What 
is the real industrial outlook, say over the next year?
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Q. What are some alternatives to Mr. Witteveen's 
suggestion?

A. Well, I've mentioned the swap arrangements. I 
think the basic alternative is to bring forward clearly the 
inherent difficulty, well-nigh, impossibility, of the situa­
tion as it exists, and to get the situation changed so that 
it is more manageable, in which case, then, financial ar­
rangements of one sort or another become more possible. But 
it is not really possible to conceive of loaning money on 
any expectation of repayment to people who, very clearly, 
can't repay.

Q. What sort of change in the situation is possible?
A. The prices are too high, and they have gotten to 

the present level much too precipitiously, so that people 
have not had a chance to digest and adjust and absorb and 
in any orderly way work these things into their system. Of 
course, this goes not only for the developing countries 
but for the developed countries, and it is interesting that 
it poses internal questions as well, because the whole level 
of energy prices and oil prices has gone up. Within a 
country like Canada, I suppose, just internally they are 
in balance on petroleum, but some sections of the country 
are producers and some sections of the country are consumers 
and you have a problem to work out in that regard. The 
same thing is true insofar as the United States is concerned.

Q. Would you go to the OPEC members, then, and ask 
them to lower their prices?

-MORE-
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A. I don’t know that I would put it quite that way, 
but we certainly are putting the problem clearly forward 
and pointing up a situation which we think is not a 
workable situation. In theory, I think it is important 
for them to realize clearly the implications of what has 
happened, not only in terms of the gross flows and the 
difficulties of managing these gross flows, but the implications 
for them for their own development. That is, you have 
all sorts of secondary and tertiary effects here affecting, 
for example, the production, I’ve noticed, of steel and 
fertilizer in Japan, with Japan not able to service some 
of its traditional customers with respect to those 
commodities. The same thing will happen in other areas, 
and these are things that flow back to the Arabs, so you 
have that kind of problem to consider. Beyond that, I think, 
myself, that we are all going to be surprised--even people 
like me who tend to think that this will happen, will be 
surprised--at the way in which these extraordinary prices 
will call forth supplies from many quarters as time goes on.
I think this needs to be pointed up and may put some sense 
of perspective into these prices and price movements.

Q. For the time being, though, you are saying that 
there is no solution to the problem unless the prices come 
down?

A. I think that, well, there is a solution in the sense 
that we will consume less. There is a solution in the sense 
that the prices are extraordinary, and I might say some of 
the oil offered at these emotional prices is being left there; 
that is, people aren't taking it quite so quickly any more, 
so you are beginning to see that start already. I think 
that these are the kinds of things we need to focus on and 
if we, too quickly, say to ourselves, ’’Let’s figure out how 
to manage this financially” we may wind up kidding ourselves 
into thinking we really can when we can't and it will tend 
to blow up in our face. I think our basic thrust here -- and 
when I say "Our” I mean the United States more broadly than 
simply this meeting -- is to say, well, let us look at these 
developments together through an orderly procedure, a procedure 
that starts with the countries that are major consumers of 
oil, adds on the special problems of the developing world and 
comes together programmatically with the oil-producing countries 
And when I say programmatically, I mean in terms of the various 
segments of the problem, such as the research segment, the 
financial segment and so on. That is essentially the President' 
proposal for a conference in February.

Q. At that conference in February, there has been a 
feeling here that one of the aims is to try to stop these 
bilateral arrangements that have been going on, swapping oil
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A. We have felt in the United States that we first have to 
equip ourselves for perhaps a broader range of contingencies than is 
normal. To put it another way, there is a large element of 
uncertainty in the situation depending upon how some of these 
questions that we have been discussing here this morning turn out.
But, given that, what we expect in the United States for the year as 
a whole is growth, real growth, in the U.S. economy a little less than 
we had formerly anticipated. We expect that there will be a 
continued major problem with dealings with inflation and the big 
increase in oil prices to whatever extent it is maintained, 
represents a kind of a-one-shot step in the price level. I don’t 
know if you want to translate that into a rate of inflation or not-- 
I think it is a little deceptive, really, to do that. It is as 
though you have one component in the price structure suddenly 
rise and, assuming that it just stays at about that level, then 
there have to be re-adjustments made. But, in any case, I think 
it is clear that the rate of inflation for the year as a whole is 
going to be a problem. Now, as we have reviewed the situation in 
other countries, talked with people from other countries, and 
particularly paid attention to the sort of systematic efforts to 
appraise, as distinct from the sort of emotional reactions that 
many people have, the picture is not so different for other countries. 
That is, a little less real growth than they anticipated, a little 
more inflation than they anticipated. But I think if we manage our 
affairs in a reasonable and cooperative manner we can avoid the worst 
results that people sometimes refer to. Of course, if the situation 
just totally unravels it could be very bad, but I don't see any 
necessity for that to happen if we will keep our sense of balance 
and perspective and also keep our nerve.

Q. Could you explain why it is in the interests of the oil­
exporting countries to reduce their prices?

A. First, because they can produce difficulties in other parts 
of the world that are severe enough to wind up affecting them as 
well. Second, because by extraordinary prices they will bring 
on alternate sources of energy and means of doing the things 
that energy does at a rapid pace and undermine the value of the 
treasure that they have. In fact, my own opinion is that the 
long-term supply price, you might say, is lower significantly 
than the present price level already, and that can be brought 
on more rapidly. Third, to the extent that this is a factor that 
they wish to consider, we have always felt that it is a factor 
that we should consider in our actions, these price increases are 
devastating in their effect on the aspirations of the poorest 
people in the world. By imposing a cost the equivalent of the 
total flow of concessionary aid, they are, in effect, wiping out’ 
the ability of those with the least resources at their disposal 
to move along in their effort for economic development, and I 
think that all of us have an obligation to our fellow men in 
other countries, aside from our own kind of narrow self-interests.
Thank you, Mr. Secretary.



FOLLOWING IS THE COMMUNIQUE RELEASED AT CLOSE 
OF THE MEETING OF COMMITTEE OF TWENTY, AT ROME,

JANUARY 18, 1974

The Committee of the Board of Governors of the 
International Monetary Fund on reform of the International 
Monetary System and Related Issues (The Committee of Twenty) 
held their fifth meeting in Rome on January 17 kricf 18, 1974, 
under the chairmanship of Mr. Ali Wardhana, Minister of 
Finance for Indonesia. Mr. Johannes Witteveen, Managing 
Director of the International Monetary Fund, took part in 
the meeting which was also attended by Mr. Wilhelm Kaferkamp, 
Vice-President of the E.E.C., Mr. Rene Larre, General Manager 
of the B.I.S., Mr. Emile Van Lennep, Secretary-General of 
the O.E.C.D., Mr. Olivier Long, Director-General of the
G.A.T.T., Mr. Manuel Perez-Guerrero, Secretary General of 
the U.N.C.T.A.D., and Sir Denis Rickett, Vice-President of 
the I.B.R.D.

Members of the Committee began by reviewing important 
recent developments including the large rise in oil prices and 
the implications for the world economy. They expressed serious 
concern at the abrupt and significant changes in prospect 
for the world balance of payments structure. They recognized 
that the current account surpluses of oil-producing countries 
would be very greatly increased, and that many other countries- 
both developed and developing - would have to face large 
current account deficits. In these difficult circumstances 
the Committee agreed that in managing their international 
payments countries must not adopt policies which would merely 
aggravate the problems of other countries. Accordingly, they 
stressed the importance of avoiding competitive depreciation 
and the escalation of restrictions on trade and payments.
They further resolved to pursue policies that would sustain 
appropriate levels of economic activity and employment, while 
min mising inflation. They recognized that serious difficultie 
would be created for many developing countries and that their 
needs for financial resources will be greatly increased; and 
they urged all countries with available resources to make 
every effort to supply these needs on appropriate terms. The 
Committee agreed that there should be the closest international 
cooperation and consultation in pursuit of these objectives. 
They noted that the International Monetary Fund, the World Bank 
and other international organizations are concerned to find 
orderly means by which the changes in current account positions 
may be financed, and they urged that these organizations should 
cooperate in finding an early solution to these questions, 
particularly in relation to the difficult problems facing non­
oil -producing developing countries. In particular, while 
recognizing the uncertainties with regard to future develop­
ments in the field of energy, the Committee agreed that the
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proposal of the Managing Director of the International 
Monetary Fund for a temporary supplementary facility 
should be urgently explored. It is recognizedlthat 
such a facility poses operational problems whi^h must 
be resolved and would, particularly for non-oil-producing 
developing countries, be only a partial measure, - jin' view 
of the nature and magnitude of the balance of payments 
problems created.

The Committee expressed its determination to complete 
its work on the main features of a reformed international 
monetary system in the coming months. They recognized that, 
in the light of the recent developments in the world economy 
noted above, priority should be given to certain important 
aspects of reform affecting the interests both of developed 
and developing countries, with a view to their early implementa­
tion. Other aspects of reform could be agreed with the 
understanding that their operational provisions would be 
developed and implemented at a later date. The Committee 
agreed that the Deputies should arrange to study the broad 
question of the transfer of real resources, including all 
aspects of capital transfers, and that there should be a 
report to the next meeting of the Committee.

The Committee discussed the valuation and yield of the 
SDR. They agreed that further attention should be given to 
the question of protecting the SDR’s capital value against 
depreciation. In the present circumstances the Committee 
agreed that, for an interim period and without prejudice 
to the method of valuation to be adopted in the reformed 
system, it would be appropriate to base the valuation of 
the SDR on a "basket” of currencies. They invited the 
Executive Board to work urgently on the composition of a 
basket of currencies, the effective interest rate, and 
other outstanding questions, with a view to early adoption 
by the Fund of this method of valuation.

The Committee discussed certain aspects of the future 
structure of the International Monetary Fund. They agreed 
that in the reformed system it would be desirable to establish, 
between the full Board of Governors and the Executive Directors, 
a permanent and representative Council of Governors with twenty 
members. They agreed that the Council should meet regularly, 
three or four times a year as required, and should have the 
necessary decision-making powers to manage and adapt the 
monetary system, to oversee the continuing operation of the 
adjustment process and to deal with sudden disturbances which 
might threaten the system, while maintaining the role of the
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Executive Board. As an interim step, pending the establish­
ment of the Council. It was agreed that a Committee of the 
Board of Governors should be created, with an advisory role 
in the same areas as the Council and with the same composition 
and procedures. This Committee would come into being when 
the Committee of Twenty has completed its work. The Executive 
Board was invited to prepare for the Board of Governors a 
draft Resolution to create such a Committee, giving due 
consideration to the need for adequate consultative machinery 
and the protection of the interests of all Fund members.

The Committee received reports from the Chairman of the 
Deputies on the progress of the technical groups set up after 
the Nairobi meeting and urged them to complete their work if 
possible before the next meeting of the Deputies. They also 
received a report on the Deputies’ preliminary discussion 
of conditions and rules for floating in the reformed system. 
They instructed the Deputies, in cooperation with the Executive 
Board, to continue to work on these questions and to report 
to the next meeting of the Committee.

The Committee discussed their future program. They 
agreed that, following meetings of the Deputies in March 
and May, the Committee would aim to complete its work on 
the reform at a meeting to be held in Washington on 
June 12-13, 1974.
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RESULTS OF TREASURY’S WEEKLY BILL AUCTIONS

Tenders for $2.5 billion of 13-week Treasury bills and for $1.8 billion 
f 26-week Treasury bills, both series to be issued on January 24, 1974, were 
pened at the Federal Reserve Banks today. The details are as follows:

¡ANGE OF ACCEPTED 
COMPETITIVE BIDS:

High
Low
Average

13-week bills 
maturing April 25, 1974

26-week bills 
maturing July 25, 1974

Price
Equivalent 
annual rate Price

Equivalent 
annual rate

97.993
97.977
97.979

7.940%
8.003%
7.995% EH

96.051
96.044
96.047

7.811%
7.825%
7.819% 1/

Tenders at the low price for the 13-week bills were allotted 10%. 
Tenders at the low price for the 26-week bills were allotted 17%.

OTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Applied For Accepted Applied For Accepted
Boston $ 48,860,000 $ 28,010 ,000 $ 38,305,000 $ 11,095,000
New York 3,365,965,000 2,011,655,000 3,024,005,000 1,388,735,000
Philadelphia 54,190,000 39,190,000 61,605,000 10,710,000
Cleveland 59,410,000 37,840,000 124,365,000 25,535,000
Richmond 41,205,000 23,405,000 33,795,000 21,795,000
Atlanta 31,010,000 27,225,000 21,195,000 16,235,000
Chicago 261,145,000 150,585,000 427,920,000 228,925,000
St. Louis 54,215,000 37,140,000 68,060,000 18,310,000
Minneapolis 25,325,000 17,525,000 30,220,000 7,120,000
Kansas City 37,845,000 34,455,000 46,185,000 27,770,000
Dallas 40,445,000 20,750,000 58,115,000 17,115,000
San Francisco 201,280,000 72,680,000 238,285,000 26,770,000

TOTALS $4,220,895,000 $2,500,460,000 a/ $4,172,055,000 $1,800,115,000 b/
-Includes $389,080,000 noncompetitive tenders accepted at the average price.
- Includes $255,205,000 noncompetitive tenders accepted at the average price. 
J These rates are on a bank discount basis. The equivalent coupon issue yields 
are 8.27 ̂  for -̂ g q3_week bills, and 8.25 $ for the 26-week bills.



TESTIMONY SUBMITTED BY THE HONORABLE JOHN SAWHILL 
DEPUTY ADMINISTRATOR OF THE FEDERAL ENERGY OFFICE

BEFORE THE
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 

Monday, January 21, 1974

Mr. Chairman,
Thank you for the opportunity to appear before you today 

to discuss our energy data requirements.

The Arab embargo will reduce our petroleum supplies almost 
14 percent below expected demand. Some have questioned the 

accuracy of these estimates. I welcome the opportunity to 
address the credibility of our estimates, the sources of the 
data we use in making them and our plans to improve our energy 

information capabilities.

While many doubt the accuracy of the data being provided by 

industry, there is no doubt in my mind that we do indeed have 
a serious shortage. Consumption this year is expected to 

reach over 19.1 million barrels per day or an increase 

of 1.5 million barrels per day over 1973»
This growth represents a continuation of the historic trends 

in demand growth. Domestic production on the other hand 

leveled off in 1971 and has been steady or declining since.

We have had to make up the difference between demand and 
domestic supply with imports and the result has been ever
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increasing levels of imports and a growing dependence on Arab 

crude oil and products refined from Middle East oil. In 

October, the Arabs, who had been supplying us with over 1.5 

million barrels a day of crude, announced an embargo,on 

shipments to the U.S. The effect of this embargo on both crude 

and product is 2.7 million barrels a day in the first quarter, 
Thus, while there has been some leakage, imports have been 

steadily declining. The existence of a shortage simply cannot 
be denied.

In developing our estimates of the shortage, a realistic, worst 
case situation was used. We assumed normal growth in demand, 

a fully effective embargo and inventory drawdowns to minimum 

operating levels. We could have assumed embargo leakages 
or larger inventory drawdowns, but we didn't feel these 

were responsible assumptions for policy making. Leakages could 
be stopped and lower levels of inventories would only leave 
us more vulnerable to other as yet unexpected contingencies.
We feel that responsible national energy policy can only be 
developed by planning for the worst. We would like to be 

surprised by more favorable events, but we cannot afford to 
have programs developed which are not adequate to cope with 

the maximum expected shortage.

In early December, the FEO was created and we began a crash 

program to manage the shortage. In this effort, we have benefitted 

from warmer than normal weather, a tremendous response by the 
American people to our conservation initiatives and leakages in
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the embargo. The result has been a build up in our inventory 

position.

To a certain extent, the discussion of the shortage has been 

confused by these inventory build ups. However, the 
inventory figures can be misleading if they are not viewed in 

the proper context. As of December 29, the American Petroleum 

Institute reported we have only slightly over 30 days supply 

of the major petroleum products, and as I will point out, this 
situation could change rapidly.

In October of 1973 we actually imported 6.7 million barrels 

of oil a day. These statistics are submitted directly to the

Office of Oil and Gas. For the week ending January 10, the 
API reported 4.96 million barrels a day imports. This level 
of imports has been checked and is accurate to within 1.5% 

based on the preliminary runs of our new import reporting 

system operated by the Customs Bureau. These recent import 

levels mean that we are importing 1.7 million barrels a day 

less than just two months ago, and are 2.7 million barrels a 

day below expected needs. This shortage will quickly reduce 

our inventories to dangerously low levels unless we continue 

our programs to reduce demand and equitably allocate the 

available supplies. For example, heating oil inventories are 
at about 200 million barrels, almost 30% above last year.
But with a fully effective embargo and an abnormally cold 

winter, these inventories would be reduced to levels where 
spot shortages might occur by mid-March.
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In order to develop fair and equitable policies to deal with 

the energy shortage, we need a comprehensive energy information 

system. We intend to have such a system. The President 

established FEO in early December to bring all key energy 

policy development and implementation in the Federal government 
into one agency. One of our highest priorities in this new 

agency is to develop a comprehensive, accurate, and timely 
data system.

Current Information Sources

The information we now have to work with is not adequate and 

its reliability cannot be checked. Today and in the years 

ahead we need better data on every aspect of energy -- 

reserves, refinery operations, inventories and production costs. 
Nevertheless, we are in an emergency situation and we must 
make decisions even as we are building these new systems.

We must and are using and modifying the systems we now have 

until new, better ones can be developed. We need data that 
we can check, verify and cross-check. Without exception I 

feel we need more accurate, timely and comprehensive data, 
and we intend to get such data.

The data we now use comes from a variety of sources. Data 

on the domestic petroleum supply system are currently gathered
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by the Bureau of Mines (BOM) and by the American 

Petroleum Institute (API) . The Bureau of Mines data are 
gathered primarily through a monthly report by refining 

companies, supplemented by monthly data gathered from 

terminal operators. Additional information on crude,oil 

production is obtained from state agencies, and addition­

al information on imports, primarily imports* of refined 

products, is obtained through Census Bureau reports based 
on information gathered by the Bureau of Customs. The 

Bureau of Mines reporting system is voluntary, but there 

is a very high degree of cooperation by the petroleum re­

fining companies, and the response rate is in fact higher 

than that achieved in many supposedly mandatory information 

reporting systems.

The API has a much less detailed reporting system than 

the Bureau of Mines, but it receives and publishes data 

on a weekly basis. For example, API collects refinery 

information from about 60% of the refiners which account 

for over 90% of domestic operations. These data include 

refinery crude runs, production and yields of all major 

refined products and inventories of crude oils and 

finished products. Detailed information on imports are 
also compiled by the API.



We have already completed preliminary cross-checks of 

these reportinq systems and have found them to be reasonably

accurate and quite consistent over long periods of 

time although on a week-to-week or month-to-month
H i

basis differences of up to several hundred thousand 

barrels per day can and do occur, For example,, during 

the first 10 months of 1973 API reported imports dif­

fered from the data published by the Bureau of Mines

(based on customs Bureau data) b y  less than
one half of one percent.

While these cross-checks indicate that the data appear 
sufficiently accurate for management decisions,there 

are still significant deficiencies in these systems.

Let me briefly summarize the problems.

First, industry coverage by the API for the weekly 

statistics is not complete. Smaller refiners and im­

porters are not included and the statistical techniques 

used to extrapolate the sample to industry totals 

may not be completely adequate in these times of shortage 
and rapid change.

The second major problem deals with secondary stocks —  

those petroleum inventories not held by refineries and major 

terminal operators. Data on actual consumption is also lacking.
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Particularly in times of shortage, information on all inventories 

and actual use rates are important, but our reporting systems 

are inadéquate. Information on reserves is also inadequate.

While not critical in dealing with the embargo, accurate 
reserve data is needed if we are to develop sound public policy 

on energy resource development, pricing policies, or research 

and development programs.

In contrast to the primary supply system, where both the 

Bureau of Mines and the API provide comprehensive,although 

not completely adequate data, information about secondary 

stocks and consumption can only be pieced together from 
a number of sources, but even the combination of all these 

data sources does not provide complete information. How­

ever, selected data are available. The Federal Power 

Commission compiles data on the use of all fuels, includ­

ing petroleum, for the generation of electricity.

The Civil Aeronautics Board collects data on the use 

of aviation fuels by certified carriers. The Bureau 

.of Census collects data on fuels and electric energy 

consumed in manufacturing industries once every five 

years of manufacture, and estimates are provided in 

intervening years. From all of these data 

Sources one can build only an incomplete picture.
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There are two additional deficiencies in most of our 

current energy data: lack of regional and seasonal 

differences in consumption. To make our allocation 

programs work properly, we must know where and when 

the different petroleum products are needed. Current 

needs must be determined .in la^ge part by reference 

to past consumption levels and trends, but data on 

past consumption patterns are not available by states

and by month. Further breakdowns of consumntion by in­

dustry or other users are not available. These

kinds of data are not available primarily because the 

Federal Government is only now allocating scarce fuels.

One final point must be made. All of our current 

sources of data are voluntary and for many of the pro­

grams we now must operate this is simply not enough.
We now clearly need mandatory reporting systems and 

mechanisms to check and enforce their proper operation.

New Reporting Systems

We have already instituted a number of actions to correct 
the deficiencies I have cited. These actions will enable us 

to collect better energy data and to improve our management 
capabilities.

We have instituted immediate daily reporting of tanker 

arrivals by the Bureau of Customs, so that petroleum 

imports data can be available and processed with a lag
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of only about one week instead of the month or two required 

for complete Census Bureau processing of all Customs 
imports data, including petroleum. This will provide a 

direct check on imports as presently reported by the API 

and give the Federal Government a timely and independent 
measure of the import situation.

We are establishing a system for obtaining, on a sample 

basis, measures of actual consumption of home heating oil, 

adjusted for the weather. Data have been coming from 

New England for a month, through the cooperation of the 

New England Fuels Institute, its member dealers, and 
their computer service bureaus. The results, which we report 
weekly, indicate that significant reductions in use of heating 

oil due to conservation measures has resulted. Broader 

coverage will be achieved as additional companies or 

associations are brought into this program.

We have been working with the FPC to establish a rapid 

reporting and forecasting system for the consumption and 

stocks of all fuels, including petroleum, used to generate 
electricity. These data are needed to operate our allocation 

programs properly.

Administrator Simon and some of his staff will be visiting 
the Texas Railroad Commission this week and shortly thereafter 
will meet with other state regulatory agencies to see what 

can be done to get more accurate and timely information on 

reserves, capped wells and maximum recovery rates.
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The FEO working with the National Oil Jobbers Council is now 

beginning a survey of storage capacity and inventories of 

about 15,000 jobbers and wholesalers. The responses will 

give us a much better indication of secondary stock levels 
for kerosene, diesel fuel, heating oil and gasoline.

These systems represent just a start in the overall mandatory 

reporting systems we are now developing. Most important 

perhaps is an integrated mandatory reporting system for 

petroleum products. FEO is now developing and imple­
menting such a system for all refiners. It has three 

essential parts. First, reports of expected refinery 

operations during the coming quarter and reports of expected 
inventories and shipments to each state for the coming months 
will be required. This information will provide the back­

bone for planning and operating our allocation programs

Secondly, we are now developing a weekly reporting 

system for all refiners, major bulk terminal operators 

and pipeline companies to give FEO production, yields, 

and- stocks information directly from industry. This 

system will obviate our need to rely on API aggregated 
data.

Finally, monthly reports, certified by company officials

of refiners, pipeline companies and bulk terminal operators 
will be required. FEO audit teams, assisted by the 1RS

will make continuous field checks of the information con­

tained m  these forms. We expect that every major refiner 
will be audited at least partially four times each year.
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The forms, computer systems and implementing regulations 

are now being developed and the complete system will be 

operational in about 6 weeks. This system will provide 

the detailed, verifiable information we must.have to 
operate. The system will be further expanded to include 

secondary stocks as soon as possible.

I am advised that we have sufficient legal authority under 

both the Economic Stabilization Act and the Emergency 

Petroleum Allocation Act to require these reports be filed
> i

and enforce legal sanctions if they are not.

•None of these systems will provide -all of the information 
we need during the crisis. There will continue to be 

important facts or questions that only targeted spot checks

can confirm. Reports of price gouging, hoarding or the 
possibilities of ships off-shore awaiting higher prices are 

all cases in point.. We have already dealt with problems 

like this. We used over 1,000 1RS agents late last year to 

sweep the 48 states looking for price gouging. The Coast 

Guard used its District Commanders and major port per­

sonnel to make physical checks on unusual tanker activities. 

Let me assure this Committee that we intend to maintain 

sufficient flexibility and manpower resources to con­
tinue these activities as needed to cope with the 
shortage.
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New Legislation on Energy Reporting

While we have sufficient authority to mandate the 
petroleum data we now need, I still feel that specific

mandatory reporting legislation is required. First

tailored sanctions and enforcement provisions may be
%

more appropriate than those in. our current authorities. 

Secondly, expansion of mandatory reporting to other energy 

sources, such as coal and uranium, is a necessity in the months 

ahead and may not be practical under our existing authorities.

We are now developing the information needed to pro­
pose specific mandatory reporting legislation. Such 

legislation will go beyond information on petroleum in­

ventories, imports and refinery operations. The more 

complex problems of reserves, and non-petroleum products 

will be included. - '

Public Disclosure
A central issue, and one which is very important, is the 
extent to which the information which is reported to us ought 

to be made available to others. The public has a right to 
complete and accurate information on the energy situation.

This policy should give way only where limitations are imposed 

by statute and where important public policy considerations

dictate otherwise.
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For example, there will undoubtedly be national security 
constraints upon the release of certain information about 

military fuel supply levels. Further, competitive con­

siderations will dictate confidentiality in cases where 

disclosure of future production or shipment plans could 

be used for anti-competitive or predatory purposes. We 

will be conferring with the Justice Department and Fed­

eral Trade Commission on the anti-trust risks involved 

in disclosure, on a company-by-company basis, of certain 

sensitive commercial information. But I would expect 

these  limitations to be relatively narrow and that most 

o f  .the information would be more widely available.

Both the government and the public are entitled to much mpre 
information about the petroleum industry than is now available.

We intend to see that it is gathered and made available. To 
this end, we will be presenting proposals recognizing three 
categories of information disclosure. The first 

will be that information generally available to the public;

second is that information which should be available only to other 
government bodies with a legitimate interest in and
need for the material; and,third,that information which 

ought properly to be limited to FEO in the carrying 
out of its responsibilities. I believe these proposals

will mitiate concerns about excessive confidentiality, and 
will greatly broaden public acceptance of the information 

which the government collects and publishes on this subject.
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Summary

In summary, the Federal Energy Office fully intends to get 

all the information needed to do our job and fairly present 

the facts to the American people. We have already made 

substantial progress in our energy data systems. Under the 

authorities we now have, we will implement mandatory reporting 
requirements for the petroleum industry. And, under 

authorities which we are now evaluating, and would hope 

to work closely with Congress in finally formulating, 
to develop the broad-based energy information systems needed 
not only to deal with our current problems but with the 
challenges in the decade ahead.

In addition to this oreoared testimony, I am submitting 
for the record, detailed responses and reports which cover 

the questions raised in the attachment to your January 14,
1974 letter to Mr. Simon.



Question Is What is the projected demand for crude oil and
petroleum products in the first quarter of 1974?

Answer:

The total consumption that would have occurred without 
supply interruptions is projected to be 20 million barrels per 
day. A detailed description of this estimate is contained in 
the report, /’National Petroleum Supply and Demand, 1974," which 
I am submitting for the record.

Question 2: To what extent have these figures changed since 
December and why?

Answer:

The aggregate estimate has changed by less than 50 thousand 
barrels per day. However, the distribution by product is 
different and the individual changes are somewhat larger. This 
revised forecast, first announced on December 27, 1973, is the 
result of complete review of the statistical support for the 
estimates published in early November of 1973. This review 
produced a more detailed formal analysis of the historical 
patterns as described in "National Petroleum Supply and Demand, 
1974".

Question 3: To what extent are the demand projections affected
by the lack of information on secondary inventories?

Answer:

The lack of information on secondary inventories is a 
continuing problem that we are working to correct. The un­
certainties of estimating the size of secondary inventories 
affect our estimates of supply for the near future more than the 
projections of demand. To the extent possible, the estimations 
of the demand equations were based on data from periods when 
abnormal changes in secondary inventories were not likely to 
be present. The actual demand projections, therefore, should 
not be seriously affected by the lack of information on secondary 
inventories.



Question 4: Specifically, what effect have various conservation 
programs had in reducing demand and what is the 
anticipated effect of these programs for the balance 
of the quarter?

Answer:

The estimated effects of various conservation programs is 
shown in Table 2 of the January issue of the Monthly Energy 
Indicators, a copy of which is appended hereto. This table has 
also appeared in other FEO statements but the attached publication 
is the latest release with a comprehensive analysis of the energy 
situation and our programs responsive to it.

Question 5: What is our projected domestic production for 
the first quarter of 1974?

Answer :

Domestic production for the first quarter should be 11.2 
million barrels per day. This figure assumes that new production 
from areas such as the Elk Hills Reserve or significant expanded 
production from existing wells will not be realized in the 
immediate future. The detailed description of these production 
estimates can be found in the report, "National Petroleum 
Supply and Demand, 1974."

Question 6: To what extent will inventories be utilized to
meet demand in the first quarter and what are the 
implications of this use for the balance of 1974?

Answer:

For planning purposes, we have developed scenarios which 
assume that inventories will not be allowed to fall below the 
average levels of the last two years.. Although a continuation 
of the embargo will result in continued shortages, this inventory 
policy avoids the danger of increasing the volumes of the future 
shortages by failing to account for normal inventory patterns.
The success of our conservation measures will determine whether 
or not these inventory policies will occur without further action 
from FEO, particularly in the case of gasoline. Current inventory 
levels are high due to conservation and good weather, among 
other factors, and we are continuing to monitor the situation.



If the embargo is fully effective, the projection for first 
quarter imports calls for 4.9 million barrels per day of crude 
oil and petroleum products. The detailed description of this 
import forecast is contained in section 5 of "National Petroleum 
Supply and Demand, 1974." Although imports in the fourth quarter 
of 1973 were higher than a fully effective embargo would indicate, 
this continues to be the proper planning assumption and it is 
confirmed by the data from the first few days of January.

Question 8: To what extent have these figures changed since 
’ 'December and why?

Answer:

This import forecast is 200 thousand barrels per day higher 
than the first quarter forecast prepared in November 1973. The 
short period of time since the lifting of import quotas and the 
uncertainties regarding the international diversions of oil 
impose the greatest requirement for experienced judgement in the 
estimation of imports. The higher level of imports of the fourth 
quarter 1973, primarily from Venezuela, led to the slight 
upward revision in our estimate, but no major changes in method­
ology or assumptions have taken place.

Question 9: What is the current estimate of shortages for the 
first quarter? To what extent are those shortages 
caused by the Arab embargo and to what extent by 
other factors?

Answer:

The current estimate of the shortage for the first quarter 
of 1974 is 2.7 million barrels per day or 13.5% of unconstrained 
demand. This is the conservative planning figure and represents 
the difference between projected supply and the level of demand 
that would have occurred without an oil embargo. Conservation 
actions, favorable weather and actions by the FEO are designed 
to cope with a shortage of this magnitude.

The limitations on U.S. refinery capacity and the world 
competition for oil would have combined to produce some shortages



even without the Arab embargo. The exact proportion of the 
shortage attributable to the embargo is difficult to estimate. 
Large increases in Arab oil production would have been required 
to meet the total increases in world demand; these increases may 
not have been forthcoming. Although the embargo precipitated 
a shortage of more serious dimensions, the removal of the embargo 
will not return the world or the U.S. to an immediate energy surplus] 
position.

Question 10: To what extent have these estimates changed and 
why?

Answer :
The current first quarter 1974 shortfall estimate is 550 

thousand barrels per day lower than the first estimates published 
in November of 1974. The difference is determined primarily by 
the higher imports and over 400 thousand barrels per day in 
increased inventory reductions. The increased inventory reductions 
are included as the result of a more extensive analysis of 
alternative inventory policies and our favorable current position. 
The previous estimates would have produced second and third 
quarter inventories substantially above historical levels whereas 
the current estimate maintains inventories at levels consistent 
with the average pattern of the last two years. The detailed 
shortage and inventory profiles are contained in "National 
Petroleum Supply and Demand, 1974."

Question 11: How are the FEO supply/demand projections prepared? 

Answer:
The projections of demand and supply are prepared separately. 

The historical relationship of product demands and other factors 
such as weather and economic activity are estimated and these 
formal statistical models are used to provide a monthly projection 
for the next year. This basic profile is then explicitly 
modified to account for exports, increased military requirements 
and other factors that are judged to be significant changes not 
accounted for by the historical analysis. The supplies of 
domestic crude oil and natural gas liquids are judgementally 
estimated by the Bureau of Mines and compared with recent 
historical data. These are combined with the judgemental 
estimates of imports to produce the total supply available to the 
U.S. Historical refinery operations and inventory policies pro­
vide the final link in computing the supply, demand, and shortage 
projections.



The exact procedures for each of these steps are described 
in the detailed report, "National Petroleum Supply and Demand, 
1974."

Question 12: To what extent are your projections based on
industry information and to what extent on non­
industry source?

Answer:
With the exception of historical import data, all statistics 

in the historical data base originate in voluntary reports of 
industry to the Federal government, primarily through the Bureau 
of Mines. The projections, based on these historical data and 
the trends they embody, were prepared entirely by the Federal 
Energy Office with assistance from other elements of the Federal 
government.

Question 13: What steps have you taken to verify industry
information and data on which your projections 
are based?

Answer:
Our projections are based on historical data. Our programs 

for verifying these data are discussed in more detail in Mr. Sawhill's 
overview statement.

Question 14: To what extent have reduced shortage estimates 
changed your strategy for managing projected 
shortages in the first quarter and beyond?

Answer:
The reduction in the shortage estimate by 550 thousand 

barrels a day has not greatly changed our strategy. Major actions 
are still required to reduce gasoline, distillate, jet fuel and 
residual oil use. However, the somewhat lower shortage estimate 
has allowed us to reduce the severity of cutbacks expected in 
both gasoline use and commercial aviation flights.



Question 15: Will the Administration support legislation to 
create an independent Federal agency to collect 
and analyze energy information and statistics 
and make such information available to Congress 
and appropriate Federal agencies?

Answer:

The Administration supports the creation of a Bureau of 
Energy Information, as provided in S. 2782. However, we believe 
that sound energy policy and competent management of our energy 
s^pplie s / demand and research and allocation programs is not 
possible without integrating such an energy information bureau into 
the Federal Energy Administration. Much of the work specified 
in Title I of S. 2782 is already under way within FEO, and some 
of the organizational components of such a bureau also exist within 
FEO. Continuation of this work within FEO will therefore result 
in minimal disruption of activities already in progress, and 
whose timely completion is essential to successful development 
of national energy policies.
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for immediate release January 22, 1974

TREASURY'S WEEKLY BILL OFFERING . '

The Treasury Department, by this public-notice, invites' tenders for two series 
of Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
cash and in exchange for Treasury bills maturing January 31, 1974, in the amount 
o f  $4,312,435,000 as follows:

91-day bills (to maturity date) to be issued January 31, 1974, in the amount 
of $2,500,000,000, or thereabouts, representing an additional amount of bills 
dated November 1, 1973, and to mature May 2, 1974 (CU S IP  No. 912793 TK2 )
originally issued in the amount of $1,801,125,000, the additional and original
bills to be freely interchangeable.

182-day bills, for $1,800,000,000, or thereabouts, to be dated January 31, 1974, 
and to mature August 1, 1974 (CUSIP No. 912793 UR7

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form only, 
and in denominations of $ 1 0 ,0 0 0 , $ 1 5 ,0 0 0 , $ 5 0 ,0 0 0 , $ 1 0 0 ,0 0 0 , $ 5 00 ,000  and $ 1 ,0 0 0 ,0 0 0  

(maturity value).
Tenders will be received at Federal Reserve Banks and Branches up to the clos­

ing hour, one-thirty p.m., Eastern Daylight Saving time, Monday, January 28, 1974. 
Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $ 1 0 ,0 0 0 . Tenders over $ 1 0 ,0 00  must be in multiples of 
$5 ,000. In the case of competitive tenders the price offered must be expressed 
on the basis of 10 0 , with not more than three decimals, e;g., 9 9 .9 2 5 . Fractions 
may not be used. It is urged that tenders be made on the printed forms and for­
warded in the special envelopes which will be supplied by Federal Reserve Banks 
or Branches on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
banking institutions will not be permitted to submit tenders except for their own

(OVER)
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account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2 percent 
of the face amount of Treasury bills applied for, unless 'the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company. ■ <

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on January 31, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing January 31, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex­
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid- 
for the bills, whether on original issue or on subsequent purchase, and the amount 

actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular Wo. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.
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INFORMAL PRESS BRIEFING BY / J /

TREASURY SECRETARY GEORGE SHULTZ 
AT THE CONCLUSION OF THE MEETING OF THE 

COMMITTEE OF TWENTY, ROME, JANUARY 18, 1974

SECRETARY SHULTZ: I would like to express the U.S. point 
of view toward this meeting. We have come to the beautiful 
and historic city of Rome. We have come at an important time 
in the history of the world and for our monetary system and 
we have come in a constructive spirit to try to achieve something.

I think this meeting has been a decisive meeting. We 
have set out the future course of the work of this Cbmmittee.
I think we see a very good prospect for doing those things 
that realistically can be done and will mean something by the 
middle of the year as had been agreed earlier, .and we have 
established a way in which the world monetary system beyond 
that time will evolve and be adapted and managed so that it 
will work and it will serve all the people. So those are 

major achievements in this meeting.
Beyond that, of course, we addressed the results of the 

abrupt and significant increases in the prices of oil and 
their implications for the positions fo many countries, not 
just in a financial sense but in other ways. And those are 
very serious problems. We have tried to understand them 
better and to set in motion procedures for seeing how they 
can be addressed. At the same time, I think it is recog­
nized by many that for many countries the problems are 
not manageable and somehow there has to be a shift in these 
abrupt and significant price changes. I was also very 
heartened to notice the many delegates to this meeting 
who spoke favorably and warmly about President Nixon’s
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initiative in calling the energy action group together in 
Washington in February and, of course, we envisage this as 
the beginning of a process in which we can put a cooperative 
umbrella, you might say, over the efforts that both, I’m sure, 
the oil-consuming -- whether developed or developing -- 
countries want to make and the oil-producing countries want 
to make.

QUESTION: Mr. Secretary, can you say please what effect
you think the military disengagement announced yesterday will 
have on the oil price situation and on the embargo situation 
with respect to the United States and Holland?

SECRETARY SHULTZ: Well, I think the main thing, of 
course, that we must focus on is the enhanced chances for 
peace in that part of the world and throughout the world by 
that agreement, and that is enough. Now, beyond that, of 
course, as we move more and more toward peace we can expect 
to see a settling-down on other aspects as well. But, I 
wouldn’t want to make any more specific comment than that 
because I think it is so important to recognize the implica­
tions for a peaceful world from a development of that kind.

QUESTION: Well, yesterday when you said, sir, that you
thought the next move should be. downward in prices, were you 
at all influenced by the peaceful developments in the Middle 
East?
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SECRETARY SHULTZ: I was not trying to tie the two
things together, no. I think that the effort to bring about

1 WiiM

a just and lasting peace in the Middle East and elsewhere 
is an effort that, as far as the United States is concerned 
and I’m sure others, has been pursued and will be pursued on 
its own merits aside from any other consideration and it 
stands on that basis as a major and important achievement.

QUESTION: Mr. Secretary, some delegates made the point that
that there should be some Ministers of Finance at the February 
oil talks. What do you think about it?

SECRETARY SHULTZ: Well, certainly the subject matter 
will involve economic and financial aspects and I would ex­
pect them to be represented in the discussion. Just how 
in terms of personal representation or people who should 
go, I will provide information back to Washington 
when I go myself and in my memorandum to the President and 
we’ll see how others react. We’re collecting information 
about how this conference should be constructed 
and we want it, of course, to go forward
in a good way,so all these suggestions are welcome. I might 
say that the recognition of the problems of developing countries 
was commented on a great deal here, too, and we certainly 
intend and have always intended to do that. So, all of this 
is part of a healthy process by which people are responding
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to the President’s initiative and making suggestions about
how to make it work and we welcome that. j

■ || | I m ' . i I . , MI' , ; . y I . . I ¡111.. I
QUESTION: Mr. Secretary, there has been concern that

divisions which appeared here will be perpetuated in Washington 
and hinder the President’s energy action group. What do you 
think of that, sir?

SECRETARY<SHULTZ: Well, I think it is important to 
have frank and realistic discussions and we have had that 
here and everything hasn’t been just sweetness and light 
all the time. We’ve had oil-producing, oil-consuming, 
developed, developing countries; the world is represented 
in this meeting. And I think the fact that we have discussed 
these issues that way, that we have made decisions that will sure! 
lead to constructive results and that we have agreed on a 
communique which I think is direct and realistic -- all point 
to the fact that if people will try, if they will put them­
selves in a reasonably cooperative frame of mind, they can 
work at these problems in a constructive manner.

QUESTION: Sir, what in your opinion has been the
principal achievement of the conference?

SECRETARY SHULTZ: Laying out clearly the future work 
program of the Committee of Twenty and taking steps that will 
see that that program is implemented on the one hand, and on 
the other,bringing out clearly the nature of the problem
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that we face in the energy area and moving the discussion 
forward in what I think will be constructive ways.

QUESTION: Mr. Secretary, can you tell us why a final
agreement has not been reached as far as Special^Drawing 
Rights are concerned on the basis of the proposal of the --

SECRETARY/SHULTZ: Well, I expect that we will be able 
to work out an agreement consistent with the notion of sig­
nificant, completed work by the middle of the year that we agreed 
on. We have, in a sense, made the strategic decision to have 
a basket type of arrangement for the Special Drawing Right 
and once that decision has been made there are a multitude 
of technical matters that have get worked out and which the 
Deputies will work at and bring back to the Committee and I 
think that actually there has been significant progress on 
that.

QUESTION: In any way did you accept the principle of
the basket, standard basket, any way?

SECRETARY SHULTZ: That has been accepted as the way to 
go for the time being.

QUESTION: Sir, excuse me, do you think that the prices
of crude will decrease?

SECRETARY SHULTZ: I think the prices of crude right now 
are above what they will be in the long term because I believe-



6

there are alternative sources which will come into play 
eventually and will cost less than the present prices to 
produce. And beyond that I think that the implications of 
the abrupt and significant increases for many countries 
present them with a problem that can’t be managed. That 
is, they simply don’t have the money to pay for the oil at 

those prices. So something is going to have to give and I 
hope that there will be some give in these prices in the 
short run,myself.

QUESTION: Will the Arabs put the price down, do you
believe?

SECRETARY SHULTZ: I only speak for myself and my 
observations, and the oil-producing countries will speak 
for themselves, I’m sure. I always find it presumptuous 
when somebody tries to speak for me so I don’t try to speak 
for anybody else.

QUESTION: Thank you, sir.
Thank you, Mr. Secretary.
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On the other handt my boss seemed to be i n t e r e s t e d  i n  hearing 

so we spoke a little longer than I thought We would.
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Mo quotation marks unless 
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SECRETARY SHULTZi That is because you wr 

better than 1 talk.
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knovj. The

QUESTION: What did he ask you?

SECRETARY SHULTZ : We had a discussion of the 

budget. We had a discussion of the economy and the economic 

report of Mr. Ash and Mr. St: 

say the bulk of our meeting v 

report on the Rome rue c-tin a ar 

there.

I  d e s c r ib e d  w hat I  thought had  happenede what 
I  t h o u g h t  about i t ,  and he  a sk e d  questions and commented.

Q U E ST IO N: Do you h ave  any comment, Mr. •

Secretary- about the French action over the weekend?

alk.

Well, I think we might just have

QUESTION1% What did you tell the
, ■, JMSECRETARY SHULTZ; Oil, well, mtm

. I tell everybody else«

. but I think i:l: is £
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we have maintained that f in a monetary system * a/country s.lioulc 
have the option to float and the French have never bean

i
enthusiasts for that position but-:we have said we are hardly ii 

a position to say they should not take the option«,

31 think that 1 1 can understand why they

did what they did« I believe that there are two things we 

must think about in connection with that and the general 

situation»

First of all* as was said in the comm:unique of 

the Rome meeting, we need to maintain our nerve,,s6 to speak.

and guard against competitive devaluations and things of that j
. , & kind. I was interested to see that Mr. in his statement

' r \

did remind everyone that France had been a party to the France 

meetings and felt a commitment to maintain the markets just as 

we had so I think there is a consciousness of the general 

state that everyone has. of that.

And I would say, second, that the importance is 

emphasised of being what ws agreed to do in' Rome? mainly* to 

do the dcyfble t h i n g s  in the axe a o f  m o n e ta ry  re fo rm  and to 

give just some general understandings t o  go w it h  the system o f  

flexible v o t i n g  e x c h a n g e  r a t e s  t h a t  we have.

So we expect to work with the French and others 

on t h i s  s y s te m  and  we w i l l .

Q UEST IO N  i Are- t h e  g e n e r a .1 understanding^ you  

t o  m e a n in g  .sue-it t h i n g s  a s  r u l e s  f o r  i n t e r  ye n  t i o n  ?r e f e r r e d
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SECRETARY SHULTZ s X w o u ld  s a y ,  a t  l e a s t  ray 

h o p e  a n d  e x p e c t a t i o n  i s  t h a t ,  b y  t h a  t im e  we g e t  t h r o u g h  w i t h  

t h e  J u n e  m e e t in g  t h a t  w as a g r e e d  o n  f o r  w h ic h  t h e r e  w i l l  b e  

i n t e n s i v e  p r e p a r a t i o n s  f o r  t h e  d e p u tc .e s ,  we h a v e  a g r e e d  on  a  

s t r e n g t h  a n d  s t r u c t u r e  f o r  t h e  IMF* w e h a v e  a g r e e d  o n  t h e  

c h a r a c t e r  o f  SDR, a t  l e a s t  f o r  a  p e r i o d ,  a n d  we w i l l  h a v e  

d e v e lo p e d  t h e  g e n e r a l  u n d e r s t a n d i n g  o f  t h e  d e v e lo p m e n t  p r o c e s s  

how t h a t  w o u ld  w o r k , i n c l u d i n g  r u l e s  f o r  i n t e r v e n t i o n  o r  f l o a t ­

i n g  o r  h o w e v e r  o n e  d e c i d e s  t o  e x p r e s s  t h a t »

Now, a l l  o f  t h a t  i t  s h o u l d  b e  p o s s i b l e  t o  p u t

i n t o  a n  e n v e l o p e  o f  t h e  g e n e r a l  c h a r a c t e r  o f  a n y  m e r g in g  m e n s -  
*

fca ry  s y s t e m ,  a l t h o u g h  c e r t a i n l y  t h e r e  w i l l  b e  i m p o r t a n t  e l e ­

m e n ts  o f  t h e  s y s te m  t h a t  w i l l  b a  p i n n e d  dow n i n  a n y  o p e r a t i o n s ,  

d e t a i l  w i t h  t h e  e x p e c t a t i o n  b e i n g  t h a t  t h e  IMF s t r u c t u r e  w i l l  

t h e n  t a k e  o v e r ,  y o u  m ig h t  s a y ,  w i t h  a  d e v e l o p i n g  r e a l i t y  o f  

m o n e t a r y .a r r a n g e m e n t s  a n d  m o ld  th e m  i n t o  a  s y s te m  t h a t  w i l l ,

I  b e l i e v e P b e  a  m uch m o re  f l e x i b l e  s y s te m  t h a n  t h e  o n e  t h a t  

we had  b e f o r e  *

QUESTION: M r. S e c r e t a r y ,  w hen  y o u  l e f t  t h e

m e e t in g  i n  Rom e, w e re  y o u  a n t i c i p a t i n g  t h e  F r e n c h  m ove? D id  

y o u  know  i t  w as  c o m in g ?

SECRETARY S l l l V L T Z V /e l l ,  we h a d  l o t s  o f  d i s ­

c u s s i o n s  ' i n  Rome w i t h  i n d i v i d u a l s  a n d  v a r i o u s  g r o u p s  a n d  i t  

w as c l e a r  t h a t  t h e  F r e n c h  w e re  v e r y  c o n c e r n e d  a b o u t  t h e i r  

s i t u a t i o n  b u t  I  d o  n o t  w a n t  t o  d e s c r i b e  p r e c i s e l y  t h e
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d i s c u s s i o n s  t h a t  X h a d  a t  t h i s  t im e  w i t h  G iscw ufd d 'E c t & i n g .

QUESTION s I t  i s  c o r r e c t  - M r « S e c r e t a r y  , t h a t  

y o u  w e re  o p p o s e d  t o  o r  c e r t a i n l y  W ere r e l u c t a n t  a b o u t  t h e  p r o  

p o s a l  o f  Mr* W i t t e v e e n  i n  Home?

SECRETARY SHULTZ: W ell., 1 h a v e  tw o  t h o u g h t s  c

t h a t  *

F i r s t  o f  a l l c I  t h i n k  i t  w as  c o n s t r u c t i v e  o f  

Mr* W i t t e v e e n  t o  m ake t h e  p r o p o s a l  a n d  I  b e l i e v e  t h e r e  i s  a  

p o t e n t i a l l y  u s e f u l  d e v i c e  t h e r e ?  b u t»  I  h a v e  t h e s e  tw o  r e s e r ­

v a t i o n s  t h a t .  I  e x p r e s s e d «

F i r s t ,  t h a t  wa s h o u l d  n o t  g e t  o u r s e l v e s  i n  t h e  

m ood t o  s a y ,  w e l l ,  we h a v e  a  p ro b le m *  Now, t h e  F i n a n c e  

M i n i s t e r s -  w i t h  t h e  s p e c i a l  fu n d ?  w i l l  f i g u r e  o u t  how t o  s o l v  

t h e  p r o b le m  b e c a u s e  I  d o  n o t  t h i n k  t h a t  r e a l i s t i c a l l y  c o u l d

b e d o n e a n d s o we t r i Lfî'Cl * i..n o u r a p p î :o a c t o  t h e  a n  e rg ;

on t h e  a g e n a a  *• * «VtVAi.i c n I  b e l . i s ."■.T;Ti t i l i s a PF•ro a c h w as r e f l -

t b s  t a  I k t h a t  I ÛV & t h a t  p fc>af o T*Q Vic■* t * f/.n r e a l l y  a s p i r -

SO:me o f t h e p r o b l Sifi.S i n  £t f i n a n Vi# »w*a  I s e n .se , we h a v e  t o

t h e  p r o b le m a no Wi0 tx L’i e d  t o p o i n t Oli t  t h e v s r i o n s  sen :

w h ic h  t h e  p r o b le m  w as n o t  m a n a g e a b le ? a t  l e a s t  f o r  som e 

c o u n t r 1a s  *

2B fie!

T h e U. S .  c a n  m anage b u t t h e re  a re . o t h e r s

h  s  t  1 e < \ c i s t o  th e  se c o n d  as-;.pec t  t h a t  n e e d s  t o  b e

. and  we i n te n  rt t o  w o rk  coc v* ** a t i v e l y , c o n s t ! uct

p f u l l y  w i t h  M r* W it te v e e n on t h i s  b u t  y o u  h a v e
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a s k  y o u r s e l f  ? how i s  t h i s  g o in g  t o  w o rk  e x a c t l y  a n d  we a s k e d .  j

■ . . I
T h e r e  w e re  p e o p l e  t h e r e  f ro m  o i l  p ro c m c x n g

HSRHH I ■ ■ ■
c o u n t r i e s  who s a i d  t h a t  f u n d s  t h a t  cam e t o  th e m  c o u l d  h e  m ade 1

' 'a v a i l a b l e .  T h e y  m ade t h e  p o i n t ,  t h a t  t h o s e  f u n d s  w o u ld  b e  

m ade a v a i l a b l e  w i t h  a p p r o p r i e i t e  g u a r a n t e e s  a n d  a  f a i r  r a t e  o f
(

r e t u r n .  I  t h i n k  I  am q u o t i n g  p r e t t y  a c c u r a t e l y  w h a t  w as s a i d .  1

S o r we s a i d ,  how  i s  t h i s  f a c i l i t y  g o in g  t o  w ork"

. . .  . . t ! We a r e  g o in g  t o  r e t r a c t  f u n d s  f ro m  c e r t a i n  c o u n t r i e s  w i t h

a p p r o p r i a t e  g u a r a n t e e s  a n d  a  f a i r  r a t e  o f  r e t u r n .  T h a t  g o e s

i n t o  a  fvand<. T h e n  y o u  a r e  g o in g  t o  l o a n  i t  t o  som e o t h e r

c o u n t r y .

Nov7f i f  y o u  l o a n  i t  t o  a  c o u n t r y  i n  w h ic h  

t o t a l  r e s e r v e s  a r e  n o t  a s  t h e  a d d i t i o n a l  o n e  y e a r  o i l  b i l l ,  t o  

a  c o u n t r y  w h e re  t h e  a d d i t i o n a l  o i l  b i l l  Ls  a s  m uch o r  m o re  th&i 

t h e  t o t a l  f lo w  o f  a i d ,  b e a r i n g  i n  m in d  t h a t  t h i s  i s  n o t  a  l o r n  

f o r  a  p r o j e c t  t h a t  i s  g o in g  t o  p a y  o u t  o r  s o m e th in g  ~~ t h i s  i s  

so m eb o d y  p a y in g  t h e  g r o c e r y  b i l l s  - -  hew  a r e  t h e y  g o in g  t o  p ay  

t h a t  m oney b a c k ?**•' i
w m  |

O r ,  i n  som e c a s e s  * e v e n , how a r e  t h e y  g o in g  t o  j
j

m ake t h e  i n t e r e s t  p a y m e n t s .
I

Now, i f  t h a t  k i n d  o f  t r a n s a c t i o n  f lo w  o c c u r s .

t h e n  how i s  t h e  IMF g o in g  t o  g i v e  a. g u a r a n t e e  a n d  p a y  t h e

f a i r  r a t e  o f  r e t u r n ?  j
I

S o , t h e r e  i s  a  s e n s e  i n  w h ic h  t h e  i d e a  w i l l  b e  {

m o s t  d i f f i c u l t  t o  m ake w o rk  f o r  t h o s e  w ho ¿ ire  m o a t i n  n e e d
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a n d  w h i c h t f o r  t h o s e  w ho d o  n o t  h a v e  a n y  p a r t i c u l a r  n e e d ,  o f  

Ĉ» C5 «2T s e ,  i t  c a n  w o r  iC b u t  i t  i s  n o t  n e e d e d .

B u t ,  t h e r e  i s  a  zone in  t h e r e ;  t h e r e  a r e  s i t u a  

t i o n s  v /h e re  p r o b a b l y  i t  c o u l d  he  u s e f u l  b u t  t h e  d i f f i c u l t y  i s  

t h a t  i t  i s  h a r d  f o r  a  n u t  t o  b e  d ra w n  i n t o  t h e - " a r e a s  o r  

g r e a t e s t  n e e d  w h ic h  w o u ld  p u t  t h e  g r e a t e s t  s t r a i n  on  t h e  

e s s e n t i a l  w o r k a b i l i t y  o f  t h e  i d e a  s o  we p o i n t e d  t h i s  u p ,  I1 ■ HE11
b e l i e v e  i n  a  c o o p e r a t i v e  manner,  b u t  r e a l i s t i c a l l y .

I n  f a c t ,  o u r  th e m e ,  a s  f a r  a s  t h e  e n e r g y  s i d e  

o f  t h e  d i s c u s s i o n  w as c o n c e r n e d ,  w a s ,  l e t  u s  b e  r e a l i s t i c ,  l e  

u s  lo o k  t h e s e  f a c t s  i n  t h e  f a c e ,  l e t ' s  b e  c l e a r  a b o u t  w h a t  

c a n  b e  d o n e  what  c a n n o t  b e  d o n e .

M r. S e c r e t a r y  f t-.re  y o u  s a t

:rom d i  f  f e r e n t  g o v e r n m e n ts

r e  a.l i s t i c i n  t h e ** clOO •***«»*

SECRETARY SHULTZ: W e l l ,  e v e r y b o d y  h a d  

t h e  sam e f i g u r e s  a n d  e v e n  t h e  e s t i m a t e s  ~~ we h a d  a n  e s t i m a t e

o f  s e v e n ty - ~ f iv e b i ] . l i o n ,  M r. Wi
|
| s i x t y - f i v e  b i l l i o n a n d  so m eb o d y

i ,jj a r g u i n g  a b o u t ; t h e t e n  b i l l i o n

T h e  p o i n t  i s ,  t h e y  a r e  n o t  s o  d i f f e r e n t ,  t h a t  

th e y  show  y o u  th e  g e n e r a l  n a t u r e  o f  th e  p ro b le m . E v e ry b o d y  

a g r e e s  o n  t h a t •

I n d e e d ,  why d i d  t h e  F r e n c h  f e e l  t h e y  he'd t o  c 

w hat, t h e y  d i d .  W e l l ,  b e c a u s e  m o s t  o f  t h e  p e o p l e Ts  f o r e c a s t





If

: • /

That .is v e r y  d i f f e r e n t  from  ‘som ebody t r y i n g  t o

manipulate the rates- The French give no indication of doing 

that? quite to the Contrary*

I think' this also,-. T h e re  is a lot m o re , o f  

course, to the problem than simply exhortations a g a i n s t  com­

petitive devaluations *

We have seen, in our own case; well* devalua­

tion may be helpful to you and we felt that ours was 

important to us but it also hurts you on the inflation side.

I think our trading partners are all feeling the problem of 

inflation at least as much and, in most cases, more than we 

are and that is an important economic and political issue, 

too, and it is the thing that keeps you from wanting to go tot 

far in this direction; makes your oil bill larger, for in- 

s l-fincs •

QUESTXOHs Are you saying, Mr. Secretary, that 

our fcv>o devaluations were a factor in the in fXationary rate

we have been seeing?
c  ri* /■** piyi t, y j v  ¿3 t iriT r?b>£tVrlv£2t i. .‘.v.'O. -7J l i  JJU  JL is do not think there is any

doubt about that* We knew that.

T he  q u e s t io n  was how much it would be in com­

b i n a t i o n  w it h  e t h e r  t h i n g s  t h a t  d r a m a t is a  i t ,  but it c e r t a in !

i s  th e  c a s e .

QUESTION: Hew much is the fact ■—

SECRETARY S H U L T Z : X find it impossible to



d i s e n t a n g l e  t h e  t h i n g s  b u t  i t  w as  a  f a c t o r  a n d ?w e  w e r e  

c e r t a i n l y  a w a re  o f  t h e  d i r e c t i o n  w hen we s t a r t e d *

QUESTION: M r, S e c r e t a r y , d o  y o u  t h i n k  t h a t  i  

i s  p o s s i b l e  t o d a y ,  w i t h  a s  m uch m o b i l e  c a p i t a l  a s  we h a v e  i n  

t h e  w o r l d ,  f o r  a  c o u n t r y  t o  a t t e m p t  t o  m a n i p u l a t e  i t s  r a t e ?

No c o u n t r i e s  h a v e  h a d  m uch s u c c e s s  i n  p r e v e n t  

in g  d e v a l u a t i o n s  i n  t h e  m a r k e t  w hen  i t  w as t i m e  f o r  i t .

Do y o u  t h i n k  t h e  F r e n c h  o r  a n y  c o u n t r y  c o u l d  

s u c c e s s f u l l y  m a n i p u l a t e  t h e i r  r a t e s ?

SECRETARY SHULTZs V7e.ll, t h e y  c a n  t r y .  T h e  

p r o c e s s  o f  t r y i n g  t e n d s  t o  h a v e  ci d e b i l i t a t i n g  e f f e c t  b u t  I  

t h i n k  t h a t  t h e  m a r k e t  f o r c e s  a r e  p r e t t y  p o w e r f u l  a n d ,  b a s i ­

c a l l y ,  t h e y  h a v e  s w e p t  o v e r  s t r o n g  e f f o r t s  b y  g o v e r n m e n ts  t o  

s t a n d  a g a i n s t  th e m  i n  t h e  i n t e r n a t i o n a l  s p h e r e ,  a t  l e a s t ;  

e v e n t u a l l y ,  n o t  r i g h t  a w a y .

I  t h i n k  t h e r e  i s  a  g o o d  i n t e r n a t i o n a l  t o n e  in  

t h e  s e n s e  o f  a  r e a l i s a t i o n  o f  a  s t r u c t u r e  o f  t h e  p r o b le m  t h a  

t h e r e  i s  i n h e r e n t l y ,  i n  t h i s  s i t u a t i o n ,  a  l a r g e  g r o w th  o f  

s a v i n g s  i n  t h e  w o r ld  f l o w i n g  t h r o u g h  t h e  o i l  p r o d u c i n g

c o u n t r i e s  t h a t  wx 11 n o t  i m p o r t v e r y  nin ch a n d .  t h a t  b e i n g  t h e

c a s e , o n  t h e t r a d e  s j.d e  a l o n e , t h e r e i s  n o t  a n y  w ay f o r  t h e

r e s t o f  t h e  ’w o r ld i ri a  s e n s e . t o  conve t o a  b a l a n c e .

X c s t o  com e i n  t h e i  uve­s tm e n t  s i . d e ,  som e-  ■

how , a n d 3 o f c o u r we h a v a  a z g i ie d , a s  w-e l l ,  t h a t  t h e . p r i c e

do  r a rn a v e  g o n e  u p tO O  X -it £> t  «
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QUESTIONt M r. Secretary, h a ve  you g o t t e n  any  

indication that the oil exporting nations are interested in 

moving, in a big way, to U. S. capital markets?

SECRETARY SHULTZ: No. I.do not have any 

comment to make on that beyond saying that oui capital 

markets are *—  they function on the whole well, relative to 

most, that investment in the United States commands a reason­

able rate of return these days and it is relatively secure 

investment«

I think all those factors Weigh*

QUESTION % Mr. Secretary, did you get any 

encouragement in Rome that the oil importers may, indeed, 

lower their price?

SECRETARY SHULTZ s Well, none of them volun­

teered. On the other hand, I think the whole atmosphere has 

been one of the prices just going up endlessly and we 

thought it wag about time somebody blew the whistle on that 

by pointing cut the consequences and the fact**that some of 

these projected amounts o€ money that people are going to pay 

they cannot p a y ? t h e y  do not have th e  money.

So, how are they going to buy that much oil at

those prices? They are not. No v/ay for them to do .

So$ wh a t th. a t moans is that, there are

p t e s s a r es @ r i f; .1 xt c on the othe:r side of m e  jccs c and

we will also see development:s o n the ;supply side and ;ay that»
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in part just as a statement of faith' .in what hXgfr prices anciV
opportunities for profit, will get people to' do*

QUESTION: Mr, Secretary* what was the feeling 

in Rome for a possible worldwide recession v/ith the oil 

problem?

SECRETARY SHULTZ: Nobody wants it.., 'obviously-.» 

and I think there is a desire not to take steps by individual
I

countries that will sort of start that process and* while I 

suppose anything is possible* I do not think it is likely at 

all and I think* if we manage our affairs well* why* we will 

the ship will right itself* the ship of the world economy.

It has been hit by a tremendous event and I 

think* in the end* it is not so much the supplies as it is 

the prices that are the. big thing that will make the differ*" 

ence, There is a lot to adjust to there v/ith this big change 

in prices and the impact it has on the composition of the out­

put .

You can see examples all around s* Much of the

plastics industry has been built on the basis of very low

input pxl.ce$. Well* raise those input prices drastically and

all of a sudden the b i g  thing they have had again rstainless

and aXurainuras and sc* forth is not so apparent and* to the

extent to t h a t  p r i c e : structuret holds and technology remains

the sams* that will c a u se  th e readjustment so there is a lo

of that that will haike place.



QUESTION: Mr* Shu it. 2; r has t,h!e United States 

moved out of the center of the bul l ’s eye, so to speak, in 

its international monetary relationships or are other conntrie 

more tuned in and listening better to what you have to say?

SECRETARY SHULTZ: Well, we been listened.

to and we have been very much in the picture all the way along 

We have a very good working relationship with others around 

the world and I think people do look to the U . S. for leader-* 

ship and we ought to try to give it*

QUESTIONS There is no perceptive change?

SECRETARY SHULTZ: There is a relation among

the se things »

There is no doubt about the fact that the 

brilliant diplomacy of the President and Kenrv Kissinger helps

e v e r y t h i n g  we d o  i n t © r n a t  j.. one. u y  b © c a u s e  i t  i

n i e c e of. l e a d e r s h i p o n  t h e  p a r t  o f t h e  U n ite«

t o e r y b o d y 5 s b a i i e f i t ? t h e  fee t t€ i . r i t  w o r k s .

QUEST IO N ; A re you. i n  .any v a

vlwi t h e  d o l l a r  h a s b e e n  g o i n g  up a g a i n s t  0

3.S CiJa r e s u l t o f  a i l t  b fl « (pi 00 n t t h i n g s ?

SECRETARY SHULTZ: We certainly have felt that 

the dollar had been way overvalued^ and the second

devaluation was appropriate under those circumstances and we 

nave seen a result that., at least in part, can be attributed- 
to those changes in our m m  balance of trade.
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c o n s i d e r  a b ly  u n 3 s r d e v a l u e d « We s&xci t n a t

J u s t  w h a t  the  c u r r e n t  s i t n a v i l o n  :1s i s '  h a r d  t o  

k n o w . I  t h i n k  t h e r e  \ i s  a- t e n d e n c y  ' f o r  / t b s '  s w in g s ;  h e p .h a v e   ̂a  

l i t t l e  w i d e r  a m p l i t u d e  t h a n  t h e y  d e s e r v e  b u t  we w i l l  s e e .

T h e  a n s w e r  t o  y o u r  q u e s t i o n  a b o u t  w h e re  w i l l  

t h e  i n v e s t m e n t  £X6w i s  c e r t a i n l y  c o n n e c t e d  w i t h  a l l  t h i s  a n d  

t h e  m a r k e t#  I  w o u ld  s a y ,  i s  b e t t i n g  t h a t  a l o t  o f  i t  w i l l  c tsa e  

t o  t h e  u .  So a s  y o u r  q u e s t i . c n  s u g g e s t s  b u t  t h a t ,  r e m a in s  fee b e  

s e e i u

I f  i t  d o e s  n o t ,  t h e n  we w i l l  h a v e  t o  a d j u s t

c u r s a l v e s .

Q'QKSTIOHs A re  we i n t e r  ~/e:aing a t. t h i s  p o i n t  t o  

k e e p  t h e  d o l l a r  down o r  s t a b l e ?

SECKITB&aY 0\ix' p a t t e r n  o f  i n t e r v e n t i o n ,

s i n c e  t h e  P a r i s  m e e t i n g s ,  h a s  b e e n  generally i n  t h e  i n t e r e s t s  

o f  o r d e r l y  m a r k e t s .  We h a v e  s o u g h t  t o  g i v e  som e b o d y  t o  t h e  

m a r k e t s  *

A p p a r e n t l y  ? t h e r e  w as  a c e r t a i n  f e e l i n g  o f  

. e m p t i n e s s  a n d  t h a t  h a s  baa): o u r  p a t t e r n  a n d  wo hs.va  m a i n t a i n e d

'CHirlU .

tv 5 have co a& id era ble debts ore and the w orld.

We h a v e  t h e  d e b t s  t o  t h e  B e lg ia n : ! ,  t h e  Swi& o and. t h e  1KF* We 

t h i n k  i t  i s  a  p r e t t y  g o o d  t im e  t o  p a y  soras o f  t h o s e  o f f  a n d  v/o



t h in k ,  the G erm an s  h o l d  a n  a w f u l  3.&t o:; o a r

WOViilL'Ci n o t  i i i2 ' S. b s o  XCUiiiv. 'CO Cf0P C j-’CI o f  Scrass OC .t\i. o

I t  i s  s t r i k i n g  how much o f  a  change- lia s  come'

J| v »
ab ou t»  We u se d  t o  go to those ams t i n g s  and  p e o p le  ‘u se d  t o  

c o m p la in  a b o u t  a l l  o f  th e  d o l l a r  a; th e y  h a d  an d  d id  not. w ant 

and  now th e y  h o ld  o n t o  them  f o r  d e a r  l i f e *

QUEST 1013: A re  y o n  su g g a n t in g -  t h a t  E u ro p e a n  

c o u n t r ie s  w it h  v e r y ' l a r g e  b a la n c e s  m ig h t  p u b l i c l y  foe i n t e r - ' 

v s n in g  w it h  t h e  d o l l a r s  r i s i n g  t o o  r a p i d l y ?

SECRETARY  SH 0LT£| Y e s,

Q U EST ICH  s S e c r e t a r y  ? how do y o u  s e e  th e  f u t u r e

o f  th e  s n a k e s ?

SECRETARY  SH liLTS % I  a lm o s t  had  -a c r a c k  corns t o  

my l i p s .  I  VTOuld n o t  w ant t o  «—

O f f  th e  re c o rd »

. t  t h i s  t im e  f

A  few  re m a rk s  w ere  made o f f  th e  r e c o r d *
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Good morning. We welcome the opportunity to 
appear before you this morning and discuss the impact 

of the energy crisis on the low-income groups.
I would like to outline for you first the general 

dimensions of the fuel shortage and our strategies for 

dealing with it, before going into the specific problems 
of poor and low-income people and our provisions for 

assisting them.
IS THERE A SHORTAGE?

There is absolutely no doubt in my mind that this 
country is currently facing a serious energy shortage. 

You cannot receive the daily phone calls that pour into 
my office —  from utilities with only 27 days reserve 

of residual oil on hand, from school districts unable 
to get bids on contracts for gasoline or heating oil, 

from independent truck drivers faced with gallonage 
limits on diesel fuel at truck stops —  and dismiss 

the reality of the shortage. Here are our best 
estimates of its nature and extent:

Under normal conditions, consumption of petroleum 

this year would be expected to reach over 19,1 million 
barrels per day, an increase of 1.5 million barrels per 
day over 1973. This represents a continuation of the
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historic trends in demand growth. Domestic supply, on 
the other hand, leveled off in 1971 and has been steady 

or declining since then. We have made up the difference 
between demand and domestic supply with imports; the 

result has been ever increasing levels of imports and a 

growing dependence on Arab crude oil and products refined 
from Middle East oil. In October the Arabs announced 

an embargo on shipments to the U.’S. For the first quarter, 
the effect of the embargo is to reduce supplies of both 
crude and product by 2.7 million barrels a day below 

anticipated demand. Since the embargo, imports have 
been steadily declining, until —  in the week ending 

January 11 they fell 2¿3 million barrels a day below the 
peak pre-embargo level. The existence of a shortage 
simply cannot be denied.

In developing our estimates of the shortage, a 

realistic, worst case situation has been used. We assumed 

normal growth in demand, a fully effective embargo and 
inventory drawdowns to minimum operating levels. We 
could have assumed embargo leakages or larger inventory 

drawdowns, but we felt these were irresponsible assumptions 
for policy making. Leakages could be stopped and in fact 
appear to be; our latest report indicates imports are down 

to the level one would expect with a fully effective embargo. 
Lower levels of inventories would only leave us more 

vulnerable to other as yet unexpected contingencies.
We would like to be surprised by favorable events, but we 
cannot afford to have programs developed which are not
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adequate to cope with the maximum expected shortage.

To some extent, we are the victims of our own modest success. 

In early December, the FEO was created and we began a craáh 
program to manage the shortage. In this effort, we have 
benefitted from a tremendous response by the American 

people to our conservation initiatives, from warmer than 

normal weather, and from leakages in the embargo. The 
result has been a build up in our inventory position, and 

some confusion in discussion of the shortage estimates.
Let me elaborate, since this is an important point.

In October of 1973 we actually imported 6.7 million barrels 
of oil a day, a figure based on statistics submitted 

directly from Customs to the Office of Oil and Gas in 

the Department of the Interior. For the week ending 
January 10, the American Petroleum Institute reported 
4.96 million barrels a day of imports. This level of 

imports has been checked independently and is accurate 
to within 1.5%, based on the preliminary runs of our new 

import reporting system operated by the Customs Bureau.
These recent import levels mean that we are importing
1.7 million barrels a day less than just two months ago, 

and thus are 2.7 million barrels a day below expected 
needs. This shortage will quickly reduce our inventories 
to dangerously low levels unless we continue our programs 

to reduce demand and allocate the available supplies.
For example, heating oil inventories are at about 200 

million barrels, almost 30% above last year. But with 

a fully effective embargo and an abnormally cold winter,



4Ô
these inventories would be reduced to levels where spot 

shortages might occur by mid-March. In fact, our crude 
oil inventories at refineries have decreased for the 

last four w e e k s , and are now four percent below normal 
minimum levels. Refineries are operating at their lowest 

weekly level since January of 1973.
HOW GOOD IS OUR INFORMATION?

In order to develop fair and equitable policies to 
deal with the energy shortage, we need a comprehensive 

energy information system. The information we now have 

to work with is not adequate and its reliability cannot 
be checked. Without exception I feel we need more 

accurate, timely and comprehensive data, and we intend 

to get such data.
The data we now use come from a variety of sources. 

Data on the domestic petroleum supply system are currently 
gathered by the Bureau of Mines (BOM) and by the American 
Petroleum Institute (API). The Bureau of Mines data are 

gathered primarily through a monthly report by refining 

companies, supplemented by monthly data gathered from 

terminal operators.
The API has a much less detailed reporting system 

than the Bureau of Mines, but it receives and publishes 

data on a weekly basis, collecting refinery information 

from about 60% of the refiners which account for over 

90% of domestic operations.
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W e  h a v e  m a d e  c r o s s - c h e c k s  w h i c h  i n d i c a t e  t h a t  

t h e s e  d a t a  a r e  r e a s o n a b l y  a c c u r a t e ;  h o w e v e r ,  t h e r e  a r e  

s t i l l  s i g n i f i c a n t  d e f i c i e n c i e s  i n  t h e s e  s y s t e m s .  L e t  

m e  b r i e f l y  s u m m a r i z e  t h e  p r o b l e m s .

F i r s t ,  i n d u s t r y  c o v e r a g e  b y  t h e  A P I  f o r  t h e  w e e k l y  

s t a t i s t i c s  i s  n o t  c o m p l e t e ;  s m a l l e r  r e f i n e r s  a n d  i m p o r t e r s  

a r e  n o t  i n c l u d e d .

T h e  s e c o n d  m a j o r  p r o b l e m  d e a l s  w i t h  s e c o n d a r y  s t o c k s  

t h o s e  p e t r o l e u m  i n v e n t o r i e s  n o t  h e l d  b y  r e f i n e r i e s  a n d  

m a j o r  t e r m i n a l  o p e r a t o r s .  I n  c o n t r a s t  t o  t h e  p r i m a r y  

s u p p l y  s y s t e m ,  w h e r e  b o t h  t h e  B u r e a u  o f  M i n e s  a n d  t h e  A P I  

p r o v i d e  c o m p r e h e n s i v e , a l t h o u g h  n o t  c o m p l e t e l y  a d e q u a t e  

d a t a ,  i n f o r m a t i o n  a b o u t  s e c o n d a r y  s t o c k s  a n d  c o n s u m p t i o n  

c a n  o n l y  b e  p i e c e d  t o g e t h e r  f r o m  a  n u m b e r  o f  s o u r c e s ,  

b u t  e v e n  t h e  c o m b i n a t i o n  o f  a l l  t h e s e  d a t a  s o u r c e s  d o e s  

n o t  p r o v i d e  c o m p l e t e  i n f o r m a t i o n .

T h e r e  a r e  t w o  a d d i t i o n a l  d e f i c i e n c i e s  i n  m o s t  o f  o u r  

c u r r e n t  e n e r g y  d a t a :  l a c k  o f  r e g i o n a l  a n d  s e a s o n a l  

d i f f e r e n c e s  i n  c o n s u m p t i o n .  T o  m a k e  o u r  a l l o c a t i o n  

p r o g r a m s  w o r k  p r o p e r l y ,  w e  m u s t  k n o w  w h e r e  a n d  w h e n  t h e  

d i f f e r e n t  p e t r o l e u m  p r o d u c t s  a r e  n e e d e d ,  b y  s t a t e  a n d  

b y  m o n t h .

O n e  f i n a l  p o i n t  m u s t  b e  m a d e .  A l l  o f  o u r  c u r r e n t  

s o u r c e s  o f  d a t a  a r e  v o l u n t a r y  a n d  f o r  m a n y  o f  t h e  p r o g r a m s  

w e  n o w  m u s t  o p e r a t e  t h i s  i s  s i m p l y  n o t  e n o u g h .  W e  n o w  

c l e a r l y  n e e d  m a n d a t o r y  r e p o r t i n g  s y s t e m s  a n d  m e c h a n i s m s  

t o  c h e c k  a n d  e n f o r c e  t h e i r  p r o p e r  o p e r a t i o n .
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We are dealing with these problems in these ways :

- We have instituted immediate daily reporting of 

tanker arrivals by the Bureau of Customs, so that 
petroleum imports data can be available and processed 
with minimum lag.

- We are establishing a system for obtaining, on 
a sample basis, measures of actual consumption of home 

heating oil, adjusted for the weather.

- We have been working with the FPC to establish
a rapid reporting and forecasting system for the consumption 

and stocks of all fuels, including petroleum, used to 

generate electricity.
- We are developing a weekly reporting system for all 

refiners, major bulk terminal operators and pipeline 
companies to give FEO production, yields, and stocks 

information directly from industry.

- We are meeting with state regulatory agencies to 

see what can be done to get more accurate and timely 
information on reserves, capped wells and maximum recovery 
rates.

- We are installing a refinery audit program.

Monthly reports, certified by company officials of refiners, 
pipeline companies and bulk terminal operators will be 

required. FEO audit teams, assisted by the 1RS will make 

continuous field checks of the information contained in 
these forms. We expect that every major refiner will be 
audited at least partially four times each year.
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- Finally, we will be asking for specific mandatory 

reporting legislation. We need more appropriate 

sanction and enforcement provisions, expansion to 
other energy sources besides petroleum, and inclusion 

of information on reserves, capped we l l s , and the like 
as well as current operating information.

We fully expect that confidentiality limitations on 

this data will be relatively narrow, and that most of the 
information we gather will be widely available.
WHAT IS OUR STRATEGY FOR DEALING WITH THE SHORTAGE?

Our basic goal is to minimize economic disruption and 
dislocation, at the expense of some personal luxury or 

comfort. The American people clearly would choose to 
turn down thermostats in their homes and at their jobs, 

and switch from private cars to carpools or public 

transportation, rather than undergo widespread unemployment 
and other economic distress.

This preference<is reflected in the measurable response 

to our previous appeals for energy conservation. To date, 
the response has been almost completely voluntary. And it 

has been dramatic:

—  In New England, our most recent figures show that home 

heating fuel demand is down 16 percent from last year even 

after taking into account the warmer weather.



- Reports indicate that consumption of electricity 

is down 10% below expected demand.
- Natural gas consumption for the Nation is down by 

six percent from last year. This is the first time that 
absolute demand for that fuel has not risen from one year 

to the next.
- Gasoline consumption for the month of December 

was 8.7 percent below projected demand.
Our analysis indicates that the bulk of nonessential 

petroleum use is in gasoline. Consequently, we are seeking 

shifts in the patterns of production from our Nation's 

oil refineries. Refiners are being encouraged to produce 
less gasoline and more of the essential products that 

we depend upon in our homes and our work: heating fuel 
and diesel oil, residual fuel oil, and petrochemical 
feedstocks. Cost of Living Council regulations have 

already been revised to discourage gasoline production.

We can take further steps: our mandatory petroleum 

allocation regulations give us the authority to mandate 
refinery shifts, and we will do so if necessary. Current 

reports indicate that refinery yields of gasoline are 
averaging 42% of the barrel of crude oil input, rather 
than the normal 45% for this time of year.

Once refineries have shifted production away from 

gasoline by 500,000 barrels/day, we will still have product 
shortages, but ones that we feel are manageable. Our mandatory 

allocation regulations, published in final form on January 15,
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are designed to handle these shortages in various ways. By 
product, our shortages and plans are as follows:

—  Kerosene jet fuel —  154 thousand barrels per day

(15 percent of projected demand). The airlines have 
already reduced schedules to make up this shortage.

—  Naptha jet fuel —  this is principally consumed by the

military and must be provided to them for reasons of 

national security. Each quarter, we will be carefully 
scrutinizing the total DOD fuel requests.

—  Middle Distillates, primarily diesel fuel and #2 home

heating oil —  500 thousand barrels per day (12 

percent of projected demand). Allocation regulations 

require six degree reductions in residential heating 

and ten degree reduction in commercial and other space 
heating to make up this shortage.

-- Residual fuel oil —  375 thousand barrels per day

(11 percent of projected demand). To be made up by 
heating reductions, voluntary electrical energy 

conservation, a return to Daylight-Savings Time, 
and switching electrical utilities from oil to coal.

Gasoline —  after the refinery shift, gasoline shortfall 

will equal about 1.2 million barrels per day (about 19 
percent of demand). This shortfall will be met by 

drawing down inventories and by conservation actions, 
including the mandatory 55 m.p.h. speed limit and the 

Sunday station closings, and other voluntary measures, 
including the ten gallon limit.
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The aim of all of the conservation and gasoline 

allocation programs is to spread the shortage equally 
and equitably. One of our objectives is to avoid 

gasoline rationing and the inevitable bureaucracy 

and confusion it would entail. We feel at this point 
that with full voluntary cooperation we can avoid 

rationing. We are carefully monitoring the situation, 
however, and checking for abuses such as long waiting 

lines or price gouging.
WHY ARE PRICES SO HIGH?

This Committee is legitimately concerned with rising 

prices and their impact on low income consumers. We 
share that concern. Prices have risen; gasoline, for 
example, has gone from 25.3 cents per gallon (before taxes) 

one year ago to 33.5 cents now. This is a 32% increase in 

one year. To explain these increases, it is first necessary 
to say a word about price controls.

The Cost of Living Council control system for 
petroleum, now managed by the Federal Energy Office, was 

set up to meet the dual objectives of controlling inflation, 

but not stifling domestic production. To meet these 

objectives a two-tier system was established: oil already 

being produced (old oil) was controlled, while prices of newly 
discovered and produced oil were left uncontrolled to 

encourage domestic production. Of our total supplies of 
available crude, 51% is controlled old oil, 28% is imported
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and not subject to controls, and 21% is new oil or oil 

from stripper wells which was decontrolled by Congress.
In addition to crude, we import substantial amounts of 

petroleum product so that imports actually account for 
38 percent of total petroleum consumption.

A significant portion of the price increase we experienced 
last year, was the result of actions by the Organization of 

Petroleum Exporting Countries. The world price of crude oil 

almost tripled in 1973. Canada, though not a member of OPEC, 
also increased the price of the oil she sells to the United 

States by tariff action. These greatly increased import 
prices are a principal cause of the higher prices the American 

people now must pay for gasoline and heating oil. If these 

import prices hold and we import^in’1974 at the same rate 

as 1973, the U.S. bill for imported oil would rise from $7 
billion to $21 billion.

We are deeply concerned about the emotional levels the 

OPEC nations are now asking and receiving for crude oil, and 
we recognize the hardships that these higher prices will mean 
for many Americans. The FEO expects to work closely with your 

Committee in providing information about price and consumption 
levels by income class so that you can structure special program 

to assist those who need help in coping with the energy shortage 

WHAT PROBLEMS WILL POOR AND LOW-INCOME FAMILIES ENCOUNTER?
There are a number of questions we must answer in o r d e r  to 

understand how the energy crisis affects the poor.> For example! 

do the poor use relatively less or more energy than others?

Are the poor and near-poor more or less likely to be subject
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to energy-related unemployment? These answers are 
essential for sound policy-making. We are 

working with the Department of Health,

Education and Welfare to obtain better answers to these 
questions, but neither they nor we are yet satisfied.

We can postulate two types of impacts likely to fall 
on low income households *  emergency problems and income 
problems. Some questions that have already been raised 
for us a r e :

1) What do COD customers do for heating oil?
- The majority of COD customers for heating oil 

are in center cities. They are served by small 

one-to-three truck heating oil firms, known in 
the trade as gypsies. The regulations call for using 

a degree-day/usage factor system in heating oil, but 
for this system to work, the supplier/purchaser 

relationship must be constant and the supplier 

must have historical records, etc. Neither of these 

conditions, however, are met in this case. Therefore, 
we have urged that normal deliveries continue to be 

made. Furthermore, we have specifically established 

a state set-aside to be used to handle emergencies and 

hardships. We intend to instruct the states to give 
special attention to the COD problem in doling out 

this set-aside. We have initially established a four 
percent set-aside; if this proves insufficient, we 
will increase it.
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2) What about people who are not heating to excessive 
levels?

- Many poor families have always kept their thermostats 
at 68° to save money. Family members with certain 

diseases may not be able to tolerate a 6° temperature 
reduction. They can take actions equivalent to a 

six degree reduction to increase the heating efficiency 
of their home, such as putting plastic sheeting over 

the windows, weather-stripping the doors, and so forth. 
If this is not sufficient, they can appeal to their 

State Office for adjustment or for an allocation from 
the State set-aside. Working with HEW, we will provide 
to the State offices information on those diseases 

and physical conditions which require sustained heating 
levels; we will also suggest ways in which public 

health officials and doctors can certify to individual 

health needs so that State offices can move ahead with 
relief for legitimate cases.

3) How does a low-income family which has normally 

been advanced credit for the purchase of its heating 

oil meet its needs when their supplier demands cash 
on delivery?

- Section 210.62 of the allocation regulations 

specifically prohibits such actions. It states:

"No supplier may require or impose more stringent 

credit terms or payment schedules on purchasers than 

the normal business practice of the supplier for that 

purchaser..." Further, we intend to have people in
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the field responding to complaints and enforcing 

this provision. ►

4) A poor person runs out of money and can no longer 
afford to pay for fuel?

- A low income family budgeting its monthly needs 
carefully could run out of cash because of a sustained 

cold spell at the end of the month and need more fuel.

Their supplier may have been delivering oil on a COD basis. 

If the family cannot get credit, they can go to their 
county or city welfare office. Title IV of the Social 

Security Act authorizes funds for an Emergency Assistance 

Program, which can be used to provide cash payment or 

assistance in-kind for emergencies to: (1) female 

headed families not eligible for AFDC; (2) male headed 
needy families; and (3) AFDC migrants. The Federal- 

State matching formula for this program is 50-50; 

however, only 28 States participate. For those low 

income families who are on AFDC, emergency and special 

assistance can be provided through that program directly. 

Longer term income problems and potential program adjustments 
are covered more completely in the statement that HEW will submit 
for the record. A brief summary includes:

- Social Security: a 7% benefit increase is scheduled 
for March, and another 4% for June. The automatic cost-of- 

living increases called for in the Act will first take place 
in June, 1975.



15

- Supplemental Security Income : Benefits will 

increase 4.3% for individuals and 9% for couples in July, 1974.
- Food Stamps: Shelter and utility costs in excess

of 30% of family income are excluded from income calculations, 
thus permitting a partial immediate off-set to increased 

costs. The next face value increase for the food coupons 

is scheduled for July.
- Aid to Families with Dependent Children: Benefit 

levels are at State discretion; they may modify assistance 
payments to eligible individuals as the situation demands.
Will We Have A Food Crisis as Well as a Fuel Crisis?

This has been a difficult year at the supermarkets 

for all of u s , rich and poor alike. Food prices have risen 
at their highest rate since the Korean War. While I am 
no agricultural expert, I understand that this Committee 

is deeply interested in addressing questions of food and 

nutrition.
The American agricultural production machine will 

be running at full tilt this year. Two years ago we had 
62 million acres in reserve; last year we dropped it to 

12 million; this year we will have no set-aside whatever, 

and we expect a record 341 million acres to be devoted 

to crop production.
To make sure that our nation's food producers receive 

all the fuel they need, we have made special provision in 
our regulations. Agricultural production, which includes



farming, dairy, poultry, livestock, horticulture, 

forestry and fishing activities directly related to the 

cultivation, processing and distribution of food, fiber, 
timber and tobacco, is to receive 100 percent of its 

needs for propane, butane, middle distillate, motor 

gasoline, and residual, the principal agricultural fuels.

Initial projections from the Department of Agriculture 
indicate that we can expect:

- A 2 billion bushel wheat harvest, up 17 percent 
over last years' record level.

- 228 million tons of feed grains, an 1.1 percent 
increase over last year.

- 1.775 million bushels of soybeans, an increase 
of 9 percent above last year.

- 6,354 million bushels of corn, up 12 percent from 
last year.

Production of red meat and poultry dropped in 1973 
because of a host of uncertainties that plagued the farm 

economy, including bad weather, the ban on DES, market 
disruptions and high feed prices. However, producers 
are expected to respond to rising consumer demand and 

to step up output moderately in 1974.
Beef production this winter will continue to trail, 

year earlier levels because the number of cattle placed 

on feed in recent months has been down. But with a 
much larger feeder cattle supply this year, beef production 
will go above 1973 levels in the spring and then stay



above during the rest of 1974. First half pork output 

will be 3 to 5 percent smaller than during January-June 1973, 

reflecting last year's smaller fall pig,crop. Second 

half pork production will be as large or larger than in 

July-December 1973, because farmers plan a slight increase 
in the spring pig crop. Veal and lamb supplies will 
continue to decline in 1974.

Broiler producers are taking steps to increase output 
this year, following the slight decline in 1973. Egg 

production, down about 5 percent last year, will surpass 
1973 output during the remainder of the year.

We are hopeful that this substantially increased 
supply made possible by the combination of our agricultural 

and our fuel allocation policies will mean that the American 
consumer has access to a plentiful array of food this year 
at reasonable and stable prices.

Summary

We have tried to be sensitive in the Federal Energy 
Office to the needs of poor and low income people:

- We have recommended that school closings be 

considered a measure of last resort in the effort to save 
fuel, both because we believe in the importance of education 

in creating an equitable society, and because we realize 

that many children, non-needy and needy alike, would be 
deprived of that portion of their daily nutritional needs 
provided by the school lunch program.
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- We have recommended strongly that school busing

not be curtailed as an energy saving device; our regulations 

specifically allocate school buses 100 percent of their

current requirements for fuel,
- Our proposed gasoline rationing program will issue 

an equal number of coupons to each person 18 years and over 
who holds a valid driver's license. These coupons can then 

be sold if the recipient chooses to use less than his ration 
of gasoline. We consciously chose distribution by driver's 
license over distribution on the basis of registered 
vehicles, because of the unacceptable regressive effects

of the latter course of action.

- We have submitted and continue to urge passage of 

the Job Security Assistance Act, legislation which will 
extend unemployment insurance coverage and increase the 
benefit levels to those workers now prevented from receiving 
adequate income replacement. In addition, we are considering 

an energy emergency unemployment benefit plan that would be 
triggered by two consecutive months of 6 percent unemployment, 

where this is 20 percent higher than the monthly average
for the corresponding quarter of October 1972 to September 
1973. Those who exhaust their normal unemployment insurance 

benefits would receive an additional 13 weeks at 50 percent 
o:f normal benefit levels, bringing their total coverage to 
52 weeks. Those otherwise ineligible for unemployment 

insurance would be deemed eligible for 100 percent of 

regular benefits for up to 26 weeks.



19
The two key words we have used in developing our 

energy policies to date have been equity and flexibility. 

We are engaged in a massive, difficult, and critical task, 
and we expect to make some mistakes. If our regulations 
and our programs work undue hardship on particular 
groups, we will move rapidly to change our practices 
and correct these abuses. I will be happy to answer 
any questions you may have.
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Mr. Chairman and M e mbers of this Committee:
I a m  pleased to be with you today to make this statement on windfall 

profits.
Before analyzing the provision in the Emergency Energy Act of 

1973, let m e  briefly provide some background relevant to considera­

tion of any windfall profits proposal. First of all, it will take time 
to increase substantially the supply of crude in the United States. . 

New reservoirs must be discovered and drilled. Old wells previously 

uneconomical must be rehabilitated. Processes such as secondary re­
covery must be put in place. Processes such as oil shale will c o m ­
mence to come online only over a period of years as producers conclude 

that they can counton price levels which make that recovery economic, 

and then there will be time lags in solving technical problems and 

building plants.
W e  believe that supply and demand will come into normal balance 

over a period of several years. However, before this occurs, the
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abrupt nature and magnitude of the current shortage could, in a free 

market, cause the price of crude oil to shoot substantially above the 
levels required to bring supply and demand into balance. Such a situa­
tion produces a '’windfall'1— a price to producers which is m o r e  than 

producers could have anticipated when investments were made and 
m o r e  than that required to produce all that we  can in fact, expect 
to be supplied.

For example, suppose that a price of $7 a barrel for crude oil 

would be sufficient after two or three years to induce increased supplies 
and to dampen demand, so that shortages would disappear. Such a 

price would be "the long-term supply price." If in the interim, the 

price goes to $8 or $9 a barrel, the excess of the $8 or $9 price 

over the long-term supply price is a "windfall"— it is mo r e  than the 

price required to produce all that is in fact being supplied or is likely 
to be supplied in the next several years. The windfall and the tax 
would, of course, be even greater if prices should, on a temporary 
spot basis, shoot to the range of the $17 prices paid in some recent 
foreign auctions.

No one knows exactly what the long-term supply price is, as no 
one can predict the future that clearly. Our best estimate is that 
it would be in the neighborhood of $7 per barrel within the next few
years.
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Likewise, no one knows what level the price of crude would reach 

in the next few months if it were freed from all controls. If prices 

were freed, w e  could expect erratic behavior for several weeks, after 
which the price might settle in the $8 to $9 range, and that there­
after the price would decline gradually to the lower long-term supply 
price.

There is no doubt that some windfall profits have been m a d e  during 

the past few months and have contributed to the sharply increased over­
all reported profits of oil producers. As a means of addressing this 

issue, last December the Administration asked that Congress consider 

a proposal for an Emergency Windfall Profits Tax to deal with excess 
or windfall profits resulting from escalating crude oil prices. The 

proposal is designed to deal effectively with the problem which exists; 

it is coordinated with a total energy program; and it is workable. 
The Committee on Ways and Means is expected to begin consideration 

of the proposal shortly. I strongly urge that you give the proposal, 

and related energy proposals, your careful attention as soon as pos­
sible.

While prompt action against windfall profits is essential, it is 
equally essential that it be done in a way consistent with the larger 

goal of attaining early independence from foreign energy supplies. In
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this connection, I believe that the windfall profits proposal contained 
in Sec. 110 of the Conference Report dated December 20, 1973, on the 
Energy Emergency Act would be ineffective and unworkable and could 
seriously prolong our quest for energy independence.

Sec. 110 is based on traditional excess profits tax concepts, which 
means that the government has to determine how m u c h  profit is "too 

much" profit. That kind of determination involves the selection of 
base periods and acceptable profit levels or rates of return from his­

torical profit information. That in turn requires a determination that 

some rate or amount of profit was "normal" for affected taxpayers 
during the historical period chosen. In fact, the assumption of 

normality is false and most of the complexities of excess profits taxes 
have come from trying to adjust the tax for the abnormalities which 

always exist. I have attached as an appendix to this statement a 

brief discussion of excess profits taxes, which describes some of the 
complexities involved.

In prior excess profits tax laws, the complicated guides for de­
termining the amount of excess profits have consumed pages and pages 
of the statute books. Sec. 110, on the other hand, expresses the test 
for excess profits in terms of "reasonable profits, " "average profits" 

and "windfall profits. " A n  administrator of those provisions would, 
accordingly, have no workable guide for making decisions. Further­

more, the administrator selected for this awesome task is the R e ­
negotiation Board. This Board was designed for the entirely differ­

ent and limited purpose of reviewing profits from certain types of 

contracts. While its personnel are able and conscientious, the Board
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is ill-equipped from the standpoint of concept, size and expertise to 

deal with a matter of this scope and complexity. Consider, if you 

will, that excess profits tax controversies numbered over 50, 000 and 

are still going on 20 years after the tax expired, and that the Internal 

Revenue Service was the only party with standing to complain about 
the profit levels of a taxpayer. Compare that situation with the pri­

vate and individual relief provisions embodied in Sec. 110, under which 

anyone interested could invoke the entire redetermination procedure of 

prices already administratively approved. The potential volume of 

cases which could arise is staggering to contemplate.

W e  agree that action should be taken with respect to windfall pro­
fits but w e  believe that Sec. 110 provides an unsatisfactory way to go 

about it. It would be administratively unworkable and it would create 
such great uncertainties as to what price the Renegotiation Board or a 
court might several months or years from now determine to be fair, 
that intelligent investors would be discouraged from making the invest­
ments which will be necessary if oil supplies are to be increased. 
Billions of dollars of investment are needed to increase energy sup­

plies, and total uncertainty as to the profitability of that investment 
will surely discourage it. And if additional supplies are not forth­

coming, prices can only escalate further as consumers bid up the 

prices for the existing supplies.
Further, this Section would take effect January 1, 1975, but apply 

retroactively to profits derived during 1974. This would create great 

uncertainty throughout the industry for the entire year. Although leg­

islation during 1974 could supercede this Section, any such legislation
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would be subject to innumerable special interest amendments because 
of the feeling that it would not be subject to veto.

The Emergency Windfall Profits Tax provides a m u c h  mor e  care­
ful and satisfactory solution since it:

. Focuses directly on the problem by taking away the windfall 
part of the price increase in crude oil.

. Phases out over the period over which supplies will be increas­

ed, thus not discouraging the needed new investment to obtain addi­
tional supplies.

. Falls on the producer, not the consumer, since it merely takes 
away unexpected profit rather than adds costs which must decrease 
expected profit or be passed on.

. Is simple to administer--it involves no complex calculations, 
no complex returns and no complex concept.

At this critical time we  must be sure that any solution devised 

for windfall profits does not work at cross purposes with the goal 

to achieve independence from foreign supplies. Further, it is a dif­

ficult and highly technical task to design a tax or other mechanism to 
deal fairly and efficiently with "excess" or "windfall" profits. It 

would be most unfortunate to proceed without heed to the lessons 

learned from our extensive experience with similar taxes.

I urge that you consider this problem as quickly as is possible, 

consistent with a technically satisfactory solution. M y  staff and I 

would welcome the opportunity to discuss in detail with you and your 

staff the operation of the Emergency Windfall Profits Tax and the prob­
lems inherent in Sec. 110, as outlined above.

0O0



E X C E S S  P R O F I T S  T A X E S

While prior excess profits taxes differed significantly, they con­
tained the c o m m o n  elements of (i) a determination of profit in excess 
of some base amount, (ii) the application of a high rate of tax to the 
excess amount and (iii) complex exceptions designed to alleviate the 
penal nature of the high tax rate in situations in which the general rule 
determination of excess profits yielded an inequitable result. The fol­
lowing problems existed in prior excess profits tax laws:

• Determination of base period and fair rate of return. No period 
can be selected which was a normal period for all taxpayers. That 
is to say, during any taxable year or years selected, so m e  taxpayers' 
rates of return on investment or profits will be higher or lower than 
others for m a n y  extraneous reasons, such as strikes, floods, etc. T w o  
basic methods have been used to determine a normal profit for the 
base period. One method is to compute a rate of return on invested 
capital during the base period, treat that as a normal profit rate, and 
impose a tax on any profits realized in excess of that rate. The other 
is to treat the absolute amount of profits realized during the base period 
as normal profits and impose a tax on any profits realized in excess of 
that amount. Combinations of the two basic methods have also been used. 
The assumption of normality of any historical rate of profits or any ab­
solute amount of profits for a particular taxpayer for a particular period 
is subject to challenge because of the infinite variations in taxpayer's 
situations. For example, during whatever base period is selected, some  
taxpayers' businesses were contracting, so m e  expanding; som e  used 
heavy amounts of equity capital, som e  relied heavily on debt; som e  en­
gaged in heavy research and development expenses and others maximized 
earnings by postponing research and development expenses, and on and 
on.

.Exceptions for abnormalties. Because of the problems referred 
'to above and others, complex machinery has always been required to ad­
just the inevitable inequities arising from the selection of base periods 
and the calculation of base period profits. Administrative boards and 
courts become entangled for. years over these questions. The World 
W a r  II and Korean W a r  excess profits tax cases spawned over 54, 000 
applications for over $6 1/2 billion of relief because of claimed abnor­
malties in the computation of excess profits. Thousands of lawsuits, 
the last of which has not yet been decided, required large expenditures 
of time and manpower for both government and taxpayer in complex 
economic arguments over how m u c h  was too m u c h  profit.

.Incentive for wasteful expenditures. Since the tax is convention­
ally imposed at a high rate and only on net profits, it has the effect 
of causing expenditures which would not otherwise be m a d e  and which 
are wasteful. For example, the corporate taxpayer at a 48% income 
tax rate must use 52 cents of its own m o n e y  for every $1.00 expended.



However, if the marginal tax rate is raised to 85% by the addition of 
an excess profits tax, only 15 cents of every $1.00 of excess profits 
spent by the taxpayer comes from its pocket--the other 85 cents will 
be taken in taxes if not spent. Experience teaches that this leads to 
wasteful practices and inefficiencies which increase or maintain pro­
duct prices to consumers without creating corresponding benefits to 
society. p

Applying an excess profits tax only to the net profit of oil produc­
tion would be even m o r e  difficult, for the following reasons:

.Increased coverage. The expected windfalls will accrue to all 
owners of oil, who include thousands of individuals, trusts, estates, 
specially taxed corporations such as insurance companies, and other 
corporations not generally associated by the public with oil companies. 
Accordingly, the windfall tax must apply to all owners of oil, not just 
to large oil companies, if it is to be effective. The World W a r  II and 
Korean W a r  excess profits taxes have applied only to corporate tax- 
payers. It is safe to say that as complex to administer as prior taxes 
have been, an excess profits tax affecting thousands of noncorporate 
taxpayers would be greatly m o r e  complex.

.Determination of excess profits. It would be necessary to deter­
mine the excess profits from oil production alone if the tax were to 
be confined to the windfall! Complex allocations of income and expense 
would have to be made. In the case of the numerous individuals, estates 
and trusts who keep m i n i m u m  formal records, the allocation problem 
would be even m o r e  sizeable.

. Taxable income management. Taxable income management 
through wasteful expenditures would be easier to achieve for oil pro­
ducers since their incomes are reduced currently through the deduc­
tion of most of the costs of new wells and percentage depletion. Waste­
ful drilling practices and wasteful expenditures for overhead items could 
reduce the impact of the tax to a large extent without corresponding 
benefits to society from productive new wells or research.
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FOR IMMEDIATE RELEASE JANUARY 22, 1974

REFINERY FORMULA

Forty-three U. S. refiners that have crude oil in 

excess of 76.31 percent of their rated capacity will have 

to furnish that excess to some 87 other refinery operators 

in the Nation under a formula established by the Federal 

Energy Office (FEO) today.

However, Federal Energy Office Administrator William E. 

Simon said this provision of the allocation formula d o e s n 1t 

pertain to all crude oil available to the refiners. Simon 

said the regulation exempts imports in excess of the 1973 
level for each refiner now importing above that level.

"In other words the program provides an incentive for 

refiners to look for additional sources of crude because they 
will be allowed to keep the imports above the 1973 level," 

Simon explained.

Simon added that the refinery capacity formula will be 
published in the Federal Register of January 22 and will cover 

the period, of February 1 through April 30, 1974.

The Federal Register notice lets the crude sellers and 

crude buyers develop the details of the buy-sell program 
themselves. However, the FEO can step in if the parties 

don't agree by February 5 (15 days after publication of the 

notice). At that point, the FEO can order sale of the 
excess crude.

E-74-30
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The FEO formula was derived from crude figures 

supplied by each of the refiners in the United States.

With the exception of four refiners that are special 
cases, the lowest amount of crude that will be made 

available to a refinery on the "buy" list is 1,360 barrels 

over the three-month period. The high amount that can be 
purchased by any one refiner is over 7.9 million barrels. 

The four special cases include three refiners that have 
on hand or contracted for the amount of crude that each 
can handle. The fourth is not in operation.

The refinery formula was worked out in accordance 
with the crude oil subpart contained in the Federal Register 

on January 15 which established the Petroleum Allocation and 

Price Regulations under the Emergency Petroleum Allocation 

Act of 1973. A complete listing of refiner-sellers and 

refiner-buyers follows.

Attachment

-FEO-

E-74-30



FEDERAL ENERGY OFFICE
CRUDE OIL ALLOCATION PROGRAM

^  ' Sg>c RATIOS AND EL 16IDLE TRANSAC TIONS 1
— — FEB.-APR . 1974 1I

ELIGIBLE ELIGIBLE'
S/C SALES PURCHASES

REFINER NAME RATIO <BARRELS) <BARRELS)
TEXAS FUELCASPHALT 1.0498 5893 1 0
ROAD DIL SALES 1.0418 13648 0
UNION TEXAS 1.0005 198554 0
CROSS OIL OF ARK .9791 67878 0HUNT OIL .9781 £87 095- 0
SKELLY DIL .9698 1311787 0BAY REF ..-'DOW .9535 199084 0CONDCO .9485 5648553 0AMERADA-HESS .9315 803 0468 - 0CLARK DILCREFINING .*5868 1559118 0GULF DIL .9135 119 00,868 0DIAMOND SHAMROCK .8987 559937 0-HRIENTAL REFINING ) w o y y 6 14589 0PLATEAU Ii • o9»r4 59817 0APCO OIL | - -.8843 399000 '-- - 0
PHILL IPS ( .8751 4054371 0CHAMPLIN SIM1 .3688 — 1,317559 DDELTA REFINING ' .8618 841530 0FAMARISS DIL .8607 43399 0LA GLORIA .8517 186 013. * 0CITIES SERVICE OIL .8507 c! 0o'J7c!9 0DORCHESTER AAS . o 4c! 6 7078 0SHELL O O "7 #• •-.» 1 U- 7167136 0TENNECO .8834 545104 0AMOCO .8194 5 085994 0MOBIL .8145 4387319 [ ,-J-lINDIANA FARM BUREAU .8137 cr '3 -_t < cr C 1 0BEACON OIL .8096 5 0 078 0KERR-MC GEE . 8 083 "815864 0FLETCHER .8075 5988 0 0NAVAJO . .8074 *8845 0 0OSCEOLA REFINING . . .8031 3 3 7 69 0CANAL REFINING .8 083 11153 0KOCH .7991 351981 0ALLIED MATERIALS .7988 11 098 0AMERICAN FETRDFINA „79 0D- 443483 0YOUNG OIL 5708 0SOChL • r y I- 1497 96 7 0SOUND -7 m a cr » • 1 p 3443 0EXXON • l'ò 7 ii» 458703 0



/iFEDERRL ENERGY OFFICE 
CRUDE OIL ALLOCATION PROGRAM

P I  RATIOS AND ELIGIBLE TRANSACTIONS 
FEB.-APR. 1974

ELIGIBLE ELIGIBLE
S'/C SALES PURCHASES

REFINER NRME RATIO CBARRELS) <BARRELS)
PASCO .7646 rr o 0
UNION OIL .7644 51922 0
RLfiBRMR REFINING .764 0 1133 0
FEO RRTIO » .7631
OIL SHALE • 76c 0 0 7049
HUSKY .7516 0' 47163
TEXACO .7511 0 1266079
VICKERS .7472 0 4257 0
LUNDAY-THRbRRD .7449 0 4y6 0
CRLUMET .7413 0 4666
CRA-FARMLRND i n d. .7410 0 113133
SUN OIL • 739 0 0 1200466..:
CRRIBOU FOUR CORNERS .7350 0 13019
TOTAL LEONRRD • 7336 0 B10953
CRYSTRL □ILLGAS ; .7315 0 41554
NRTIONRL COOP. 1 .7244 0 136311
QUAKER STATE . .7236 0 36174—

MID-AMERICA REFJ . Í CC C' 0 1 0760
MURPHY OIL . í c’ 1 ( 0 3936c6
LITTLE AMERICA 77191 ■  o 86213
RRCO .7033 0 4,071034
UNITED REF. • 6*944 0 254235
ROCK ISLAND .6932 . 0 133612 ■

MARATHON .6907 0 1945206
THE REFINERY CORP . .  6323 0 118665
THUNDERBIRD RESDUR . .6730 0 12-6643
TESDRO .6699 n 549136
UINSTON REF. .669 0 0 0
NEMHRLL REF. .6662 0 73313
CHARTER OIL • .6536 0 7 6* y 6' 5 3
SON ID .6445 0 3394294
PENNED XL .6339 o 574654
SEMINOLE ASPHALT .6367 0 --5 0632
FARM. UNION CENT. EX. .6353 o 433554
ASHLAND ■ bo41' 0 4054453
POWERINE • .6334 0 329150
SO. WESTERN REFINING .6233 0 m  Ü I 7 1
EDDY REFINING • 6c 23 0 11250
SOUTHLAND OIL .6139 o 269511
N 0 H A !.i i K .61b 0 o 34 0306
i c n  r  r ; r  r r P T  N -  1 L~' ~J 0 53679



FEDERAL ENERGY CFFICE
CRUDE □ IL ALLOCATION PROGRAM 

’S/C RAT IDS AND ELIGIBLE TRANSACTIDNS 
FEE.-APR. 1*374

ELIGIBLE ELIGIBLE
SVC SALES PURCHASES

REFINER NAME RATIO <BARRELS> (BARRELS}
VULCAN • .5884 0 54430
TDNKRUA .5798 0 81601
_JSL ft I* IE U !•'*• P E FIN E R Y cr-jcZ.• foci 0 91504
WARRIOR ASPHALT .5398 0 59781
CLAIBGRNE GAS .5376 0 130480
LAKETON ASPHALT REF. ET O £L C m -J5 O O 0 128418
CChSThL STATES • 53s65 0* 24 03046
BAYOU STATE .5339 0 71411
M .T.RICHARDS .5206 0 1360
HAUAIIAN INDEP. .5163 0 873729
TEL’AS CITY .5098 "0 1603043
FLINT CHEMICAL ~75056 0 27506.
KENTUCKY GIL W m s4 §6 0 11549
GOLDEN EAGLE REFINING .5000 0 304446
EVANGELINE .494 0 o 95803*
G U T H '.v E S TER N D R .4925 o 2388.523
KAiCNILLRN .4907 0 385533
SOMERSET REFINING .4794 o 75757
THREE RIVERS .4715 0 7503
PRIDE. REF. . 4677 0 100125
UITCO CHEMICAL .46c c- 0 7217110 K C ‘74579 0 0EDGIN6TDN OIL .4493 0 824064
•SUN! AND .4130 0 0
GETTY OIL .4005 0 3421409
E Ii GIN G t □ r i □ >•: n A R D .3918 0 82613
C G M M D NEALTH . 377 0 o 79-3*3266
CRYSTAL REFINING .3661 o 219094
SAN -JOAQUIN OIL -~'.3595 0 969915
URGLN CENTRAL PETR. .3399 0 3006541
SGUTH HAMPTON — ;3304 o 41616u.s. G il .3195 —  0 631703
thrift».:**.- .3154 0 156146
DINGMAN GIL". REF IN. .3101 —  o * ~ 100796MIDLAND CCGP. .2592 o 491725
iiGRTH AMEP .FETRCL .2079 0 •31 6 *3•-‘ET FUEL FEF. .2 049 - -. 0 22358LEST COh ST dil .2048 0 645943
a p i z. f l e l: .1865 6 266 003
-AGE CREEk . 1616 0 44 0 02



FEDERfiL ENERGY OFFICE
CRUDE DIL ALLOCATION PROGRAM

S/C RATIOS RND ELIGIBLE TRANSACTIONS
FEB -—RPR- 1974

ELIGIBLE ELIGIBLE
S/C •SALES PURCHASES

REFINER NAME RATIO <BARRELS> < BARRELS'*
GODD HOPE REF. -1615 0 1039Byd
VETTER .11 c.4 0 57915
HOWELL . 084 0 0 1175503
WIREEACK . 0399 o 7 7 c 4 0
J&W REFINING 0.0 0 01 0 575DOE
MOUNTfiINEER REFINING 0.0 010 o 0
WOOD COUNTY 0.0 0 0 0 0 203757
bftRY WESTERN 0.00 00 0 427200
GURM 0.0 0 0 0 0 2 0 036 03
INGOT OILS;REFINING 0.0 0 0 0 0 2 0 036 03



Department of thefREASURY
IHINGTON, D.C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE January 23, 1974

The following statement was issued simultaneously by 
Secretary of State Henry A. Kissinger and Secretary of the 
Treasury George P. Shultz regarding the House of Represen­
tatives' action today in voting down the Administration's 
proposal for replenishment of the International Development 
Association, the concessionary loaning affiliate of the World Bank.

"The Administration deeply regrets the action of the 
House of Representatives today in voting down the Admin­
istration bill for a four-year replenishment of the Inter­
national Development Association totaling $1.5 billion.
This money formed part of an equitably shared effort among 
all industrialized nations to provide the capital and know­
how to help the poorest of developing countries. In this 
most critical of times for international amity and harmony, 
this action represents a major setback to our efforts of 
cooperation and to the ability of the U.S. to provide 
leadership in a world where there is an increasingly serious 
tendency for nations to believe their best interest lies in going it alone.

We intend to confer immediately with members of both 
parties of the Congress in an effort to find a way in which 
the U.S. can continue to play a role of leadership fully 
consistent with our own economic situation."

OoO
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FEDERAL ENERGY OFFICE / V (Z
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

FOR IMMEDIATE RELEASE -'■ < ?1 JANUARY 22, 1974

SIMON DECIDES AQAINST ORDERING CHANGE IN GASOLINE YIELDS 

The cooperative effort by domestic refineries in 
lowering gasoline production plus conservation by the 

Nation's drivers resulted in the decision not to impose 

mandatory refinery production fractions in January,
William E. Simon, Administrator, Federal Energy Office (FEO), 

said today.
"Once again, the American people have shown a magnificent 

response to our voluntary conservation program," Simon said.

"And, our domestic refineries, realizing the importance of 

producing more middle distillates and residual fuel oil to 
heat our homes and run our factories, also turned the valves 

to make more of these two essential fuels available.
"The result of these actions will allow refineries to 

produce more gasoline as we approach spring, because our 
investigations have shown that we have high middle distillate 
stocks," Simon added. "An upward turn in gasoline production 
will also allow added production of petrochemical feedstocks."

Administrator Simon warned that the current supplies of 

home heating oil, diesel, and other fuels in the middle 
distillate range "doesn't mean that we are out of the woods yet.

E-74-29 (more)
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"What it does mean is that we are in a better picture 

than we thought we would be in. If we have a long period 
of harsh weather, our current middle distillate stocks 

could decline sharply. In this event, we might have to go 

into assigning production fractions," Simon emphasized.

He said he feels that at the present time the gasoline 
yields should not be imposed adding, however, that the FEO 
will monitor them closely and impose appropriate fractions 
should the yields start to rise.

"Because of this possibility, we are recommending 
refineries to continue producing less gasoline than is their 

normal practice, as well as blending distillate fuel with 
residual oil to increase overall residual supplies," he said.

As a final recommendation, Administrator Simon asked 

refineries to consider reducing asphalt output in the near 
term to pick up additional quantities of residual fuel.

-FEO-
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FOR IMMEDIATE RELEASE January 24,1974

DAVID H. MARTIN NAMED 
LEGAL COUNSEL TO SECRET SERVICE

Treasury General Counsel Edward C. Schmults has 
announced the appointment of David H. Martin as Legal 
Counsel to the United States Secret Service.

Prior to his appointment as Legal Counsel, Mr. Martin 
had served as a Trial Attorney in the Organized Crime and 
Racketeering Section of the Criminal Division, Department 
of Justice since July 1968.

Mr. Martin was graduated from Western Maryland College 
with a B.A. degree in 1962, and was graduated from 
George Washington School of Law in 1967. From 1963 to 1965 
he served as a 1st Lieutenant in the U.S. Army, Corps of 
Engineers.

He is married to the former Carol Dianne Briggs. They 
live in Potomac, Maryland and have two children, a

Mr. Martin , 33, is a native of Bedford, Virginia.

daughter, 4, and a son, 1.

oOo



TESTIMONY BY THE HONORABLE WILLIAM E. SIMON 
DEPUTY SECRETARY OF THE TREASURY 

BEFORE THE
SENATE FINANCE COMMITTEE 

THURSDAY, JANUARY 24, 1974

Mr. Chairman and Members of this Committee:

I am pleased to be here today to disimss the Energy 
Revenue and Development Act of 1973 and, beyond this, how 
the Administration plans to resolve the long-term energy 
problems facing our Nation. The Bill is a comprehensive 
piece of legislation and I plan today to identify those 
features of the Bill which we support and those about which 
we have some reservations or modifications.

Before doing this, I think it would be useful to
outline briefly the five-fold approach we are taking with 
respect to energy policy.
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First, we must establish a central energy organization 
in the Federal Government. The creation of the Federal 
Energy Office is the first step toward bringing all energy 
policy under one roof. We certainly need a statutory base 
for this organization and the pending Federal Energy Adminis­
tration bill, which has already passed the Senate (S. 2776), will 
provide it. However, we must press forward in the creation 
of a cabinet-level Department of Energy and Natural Resources 
to bring together all energy related responsibilities.

Second, we must establish a permanent "conservation 
ethic" in this country. We have been too extravagant in 
this country l with but 6 percent of the world's population, 
we consume 35 percent of the world's energy. The recent 
embargo has forced us to reduce this consumption, and we 
must be sure that an attitude of conservation becomes a 
permanent part of our lives.

Third, we must push forward in the development of our 

domestic energy resources, through Project Independence. This 

includes further development of oil and gas in Alaska and the 

outer continental shelf, greater utilization of coal, of which 

we have a supply unmatched by any other country in the world,
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further development of oil shale and nuclear power, and 
added efforts toward development of geothermal and solar 
power.

Fourth, we must forge a new relationship between 

Government and industry. Our energy policy calls for a 

joint effort between government and industry as we seek to 

develop our domestic resources. Further, we need industry 

cooperation in providing adequate information about the energy 
situation. The information we now have to work with is not 

adequate and its reliability cannot be checked. We must 
develop a permanent energy information system with a built-in 

auditing program on every aspect of the energy situation —  

reserves, refining operation, inventories and production costs —  

so that we will then be in a better position to assure the 
American people that our energy data is accurate and not subject 

to the charge that it can be manipulated by industry.
Fifth, we must establish a framework of international 

cooperation among producing and consuming countries. The 

potential impact of shortages of energy supplies on the world 

economy is staggering and we must strive for a compatibility 
between our domestic policy and international relations. Thus, 

we must seek international cooperation with respect to conser­

vation efforts, research and development, and pricing policy.
We must work together in developing energy resources and 

maintaining a healthy world economy in which energy exporting
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and energy importing nations prosper together.

Development of Self-Sufficiency

With this general framework in mind, let me turn to the 
specifics of our energy policy and the relationship of this 

t.o that policy • Our Nation has become aware of energy 

shortages in an atmosphere of crisis. That is not to say that 

there weren't adequate warnings. Many have been warning about 
the potential shortage for years and I have been testifying 
and giving speeches about it for months, but it took the 
embargo to wake us up. Because of that embargo, we have had 

to consider emergency taxes, we have had to allocate petroleum 
and petroleum products, we have had to institute many voluntary 

or mandatory conservation measures and we have had to put into 
place a standby rationing plan.

Although the current embargo and the resulting shortage

has thus awakened u s , it is important to realize that our 

energy shortages have been developing over the past two decades. 

Let me briefly review with you how this happened. For many 

years the United States has been the leader in the development

of energy sources, We were among the first countries to aoplv 

nuclear power and have since exported our nuclear technology to 
scores of countries. American equipment and manpower are used 
for drilling, processing, refining, and delivering oil through­

out the world. Yet, in recent years, domestic supply has not



5 v
4 °

kept pace with demand. Demand has been rising at an annual 

rate of 4 to 5 percent. However, domestic exploration peaked 

in 1956 and domestic production peaked in 1970. There are 

a number of reasons for this.

1. The exploration and development of both the North 
Slope and the Outer Continental Shelf has been delayed in 

part because of the failure by the government to expedite 

leasing and in part because of litigation which not only 
prevented timely construction of the Trans-Alaskan pipeline 

but also prevented Outer Continental Shelf lease sales for 

two years.
2. Until April, 1973 the Mandatory Oil Import Program’s 

volumetric quota system discouraged construction of refineries 

in the United States. Further, environmental restrictions 

have delayed construction of refineries.

3. Most of our natural gas resources lie unused and, 
in many cases, unexplored as the result of government 

regulation of the well-head price of natural gas.
4. Nuclear power, in which rested so much hope a decade 

ago, still provides only 1 percent of our energy needs after 

30 years of development. It could provide 10 percent by 1985 

if we make the necessary commitments now.
5. Perhaps one of our greatest failures is that this 

Nation, with 53 percent of the world's coal reserves, has 
not properly exploited this wealth, largely because of
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economic factors as well as environmental constraints.
We need not continue as we have. Our nation has always 

risen to meet serious challenges to our economy and security.

The experience of the United States with synthetic rubber 

during World War II provides an appropriate example. The 

U.S. was consuming upwards of two-thirds of total world 

consumption of rubber. The United Kingdom, which controlled 

75 percent of the world's rubber, instituted export restrictions. 

By holding back on exports, they were able to raise the price 

paid for rubber from 14 cents per pound to $1.23 per pound.

In 1941, the Government and industry undertook a massive 

effort to develop synthetic rubber, and by 1944 not only was 

the total annual output enough to satisfy demand, but the 

quality of the products was far superior. Just as in 1944, 

we can now demonstrate again that a genuine industry-government 

commitment can bring us self-sufficiency. There is no reason

why we cannot achieve self-sufficiency in energy. We have

the tehnical competence. We have the natural resources. What 
we need is leadership and funding to launch a concerted long­
term program that will increase our production and conserve 
our use of energy.

This program must be a two-pronged attack. In the short 

run, we must both expand production and exploit untapped 

reserves of existing energy sources. Longer range solutions 

will be provided by the development of new technologies to 

utilize untapped resources of new and existing fuels.
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Specifically, this program should include the following: 

i\ We must find ways to exploit our coal reserves more 

effectively. We have 1 trillion 500 billion tons of 
identifiable coal reserves, or half of the non-communist 
world's reserves, 425 billion tons of which are economically 

recoverable now. We must develop ways to utilize this 

abundant resource. We must develop techniques for mining 

surface coal that do not destroy the landscape. We must 

also develop ways to deep mine coal that protect the health 

and safety of miners. Until we achieve these breakthrouqhs, 
we should avoid measures that could seriously weaken the coal 
industry and lessen coal production. In particular, Amendment 

612(b) to S.425, the strip mining legislation that recently 

passed the Senate would prohibit surface mining of federally- 

owned coal where the United States does not own the surface 

rights, thus effectively preventing development of 63 percent 
of our low-sulfur western coals.

2. We have talked for years about the development of 
our oil shale. We have an estimated 1 trillion 800 billion 

barrels of oil shale resources in the U.S., and just those 

reserves that we presently know are exploitable could satisfy 

our needs for oil for decades. The problem is that we need 

further research and development that will yield techniques 

to extract this oil in environmentally sound ways. What we
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need is an increased effort toward the development of this 

potentially productive resource.

I am especially encouraged by recent progress in the 
in situ processes for extracting shale oil. This progress 

suggests that it may be possible to produce shale oil at 
considerably less than the landed cost of Persian Gulf 
crude after recently announced price increases by OPEC go 

into effect. In situ extraction should also have minimal 

impact on the environment and its development should be 

encouraged.

3. We also have to push forward in the development and 
utilization of nuclear power. The Administration will soon 

submit legislation to expedite the licensing and construction 
of nuclear power plants which are an essential part of our 

program for achieving energy self-sufficiency. For the period 

beyond 1985, we should also develop a broader nuclear program 

which looks toward liquid metal and gas-cooled breeder 

reactors. Further, top priority should be given to assuring 

that nuclear power plants are built and operated safely and with 

acceptable environmental impact.

4. There have been many problems relating to the construc­

tion of energy facilities, and we are going to submit expanded 

legislation in this area shortly.
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5. We have also talked for years about development of 

such relatively distant alternatives to fossil fuels as 
fusion, geothermal and solar energy. These alternatives are 

still very much in the research and development stage of 

growth and they could not come into widespread use until 
after 1990. Although we have to invest in the development 

of these alternatives, our primary focus now must be on 
nearer term measures for expanding energy supplies. We must 

focus most heavily on coal and oil shale. Also, we must 

concentrate on commercial development, and not just long­

term research.
All of this will require a significant commitment of 

both private and government resources.
6. Further we cannot concentrate solely on expanding

our energy sources. Over 30 percent of our energy is wasted 
in one way or another--wasted in conversion from one form 
to another, wasted in trasmission, and wasted in unnecessary 
usage. As a part of our long-term program for self-sufficiency, 
we must establish a permanent conservation ethic and mount a 
major attack on waste. Over the long term, conservation of 
energy will require investment in insulation of homes and 
offices, use of more efficient automobiles, development of 
mass transit, changes in methods of handling freight, and 
central heating plants for groups of buildings and towns.
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In the meantime, we are asking the American people to 

make temporary sacrifices, to drive less and to keep their 

homes cooler in winter and warmer in summer. We are finding 

an encouraging response by the American people to our 

requests. In New England, for instance, consumption of 

heating oil by homes has been 16 percent below normal in 

December after adjusting for degree days.

In order to assist the American people in knowing how 

much energy various products require to operate, we will 

submit legislation requiring all major appliances and 

automobiles produced or imported into the United States 
be clearly labeled to indicate their energy use and 
efficiency.
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Energy Trust Fund

The Energy Trust Fund proposed by this Bill offers 

one approach in a national effort to achieve the ability 

of self-sufficiency in energy. Such a fund could help to 

assist in the commercial application of new sources of energy 

and a maj.or investment program in energy conservation. In 

connection with the Administration's proposal for an Emergency 

Windfall Profits Tax, we suggested the possibility of an 

Energy Development Bank to accelerate the pace of technological 

change and capital investment to provide new energy supplies. 

However, there are problems inherent in the creation of any 

broad scale trust fund, for priorities do change and maximum 

flexibility is always desired. Still there is no question that 

a massive commitment to the development of energy resources 

is needed - - a  commitment comparable to the synthetic rubber 

experience in World War II or the Manhattan project or the 

space efforts -- and I welcome the opportunity to discuss 

this approach as well as others with you.

Tax on Energy Sources

Section 202 of the Bill would impose a BTU tax on the 

extraction of oil, gas and coal and on the production of 

electricity. We must carefully consider the merits of such 

a Proposal and I would like to point out some of the problems.
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The apparent purpose of the tax is to raise revenue 
for the Energy Trust Fund. Your staff estimates that the 

tax would produce revenues averaging $5 billion a year over 

the next 10 years. However, it is important to point out 

that such a tax would cause an initial price increase of 

approximately 5 percent in the case of oil and in the neigh­

borhood of 13 percent in the case of the less expensive 

grades of coal. These major amounts would have significant 

impacts on the relative uses of different fuels and would 
generally be passed on to consumers. Moreover, during the 

period when imported oil is more costly than domestic oil, 

the proposed tax would weigh more heavily on domestic oil.

There is some appeal to the thought that those presently 

using energy should pay for the cost of the energy research. 

However, the beneficiaries of the research and development 

will be future generations and not present consumers, and any 

benefits will be diffused among the population as a whole.

Further, certain energy users should not be taxed at all. 

For example, we should not levy a tax on a taxpayer who

generates electricity from solar power. Such a taxpayer would 

not be taking any energy source away from any other taxpayer, 

and in development and installing such a system, he would 

doubtless have already paid handsomely for research and 

development whether incurred by himself or others.
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Similarly, we should not tax users of coal when we 

are, in fact, trying to promote use of that fuel in 

preference to other fuels. A  tax on BTU's would typically 

represent a greater percentage increase in the price of 

coal than in the price of oil, thus discouraging the very 

thing it is hoped to promote.

Finally, the $5 billion a year revenues from such a 

tax are very large. In fact, they are equal to about 2 

percent of the total revenues presently collected by the 

federal government. Although energy research and development 

is extraordinarily important and we should see that it is 

adequately funded, we must not be wasteful. Like any other 

government activities, the research and development operation

should be subject to the normal budgetary discipline of 

choosing which expenditures are worthwhile and which are not.
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Termination of Price Controls on Natural 
Gas, Oil and Oil Products_______

The Bill also provides for deregulation of new natural 
gas and a gradual phasing out of price controls on petroleum 
and petroleum products. Further, it provides for termination 
of price controls on steel products used by the energy industry.

Natural gas is an ideal fuel. Its combustion causes 
virtually no pollution. There is minimal loss in transit, 
and it is relatively easy to clean and store. Unfortunately, 
control of the well-head price of natural gas, imposed after 
the Phillips Decision in 1954, has been very damaging to our 
nation's welfare. Drilling for new gas nas fallen steadily 
since peaking in 1961. Production has declined since 1970.
Yet we have trillions of cubic feet of gas both on and off­
shore which remain unutilized. Here we have a good example 
of well-meaning government intervention having undermined 
what was once a healthy industry.

Natural gas is seriously under-priced. New natural 

gas, controlled by the FPC, now sells at a price of 

about 45 cents. If you converted, on a BTU basis, an amount
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of new natural gas equivalent to a barrel of imported crude oil, 

the gas would sell for about $2.70. A barrel of imported crude 

oil now sells under contract for about $9. Is there any wonder 

why investors have been discouraqed from drilling for natural gas 

It is important to emphasize that if the price of new 

gas were decontrolled, it would not mean a sharp increase in 

the price paid by the consumers. New gas would account for 

only a small proportion of all natural gas produced each 

year. It would take 5 to 10 years before the consumer felt 

any substantial impact from the price increases. Additionally, 

it is important to note that the well-head price constitutes 

only a small fraction of the price paid by the homeowner in 

most areas. The bulk of the rate charged is for transmission 

and distribution expenses, which should not increase as a result 

of well-head deregulation. The deregulation of new natural gas 

prices is urgent and we support it. We also support a provision 

authorizing the Federal Power Commission to establish limits on 
absolute price increases.

With respect to the decontrol of petroleum prices, I am 
concerned that decontrol within one year could result in very 
substantial price increases. I would favor a provision decon­
trolling petroleum prices after several years. The President
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should have the discretion to advance this time schedule if 

conditions warrant it. It will take at least three years to 

build the refineries and pipelines and to produce the crude 

oil necessary to increase supply significantly. Nevertheless, 

any decontrol of petroleum should be structured in such a way 

as to provide incentives to industry expansion while, at the 

same time, avoiding excessive prices and profits at the 

expense of the consumer.

With respect to deregulation of products used by energy 

industries, there is no question that we are faced with a 

general shortage of steel for many of the same reasons that 

we are faced with a general shortage of energy. Again, any 

decontrol must be structured carefully. The Cost of Living 

Council is carefully considering this issue.

Windfall Profits Tax

At the same time that we need to encourage the develop­

ment of our domestic energy resources, we must not allow the 

petroleum industry to profit at the expense of the consumer.

To be sure of that, we proposed the Emergency Windfall Profits 

Tax on December 19, 1973. In lieu of the tax proposed in 

section 601, I strongly urge the Committee's consideration 

of the Administration proposal.
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The Emergency Windfall Profits Tax is designed to deal 

effectively with the problems which exist; it is coordinated 

with a total energy program; and it is workable.

I am concerned that the tax proposal in section 601 is 

focused on an elusive concept of excessive profits rather 

than the real culprit, excessive crude oil prices. Profitsj 

we all know, can be up or down because of the level of revenues r 

and the level of expenditures. We want to encourage energy 

producing expenditures, but not wasteful expenditures aimed 

at keeping taxes down. Prior excess profits tax laws did 

encourage wasteful and inefficient expenditures.

I am even more concerned that the tax proposal in section 
601 will be a very real economic as well as a psychological 
barrier to much needed increases in energy producing invest­
ments . A 40 percent excise tax —  which does not phase out 
or have a time limit —  on top of a 48 percent corporate, income,, 
tax rate would be enough to discourage apy; intelligent investor. 
The credit for qualifying reinvestment goes a long way, to be 
sure, toward reducing that discouragement, but the rules for how 
to get credit for the qualifying reinvestment and when the credit 
has to be given back have to be so complex to be workable
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and fair that they will have a substantial deterrent effect 

on increased investment in energy producing facilities. And 

if additional investments to produce additional supplies are 

not forthcoming, oil prices can only escalate further as 

consumers bid up the prices for the existing supplies.

Furthermore, our experts in the field of tax law 

administration believe that the proposal would be very 

complicated to administer because it requires an allocation 

of income and expenses of taxpayers between energy items and 

non-energy items. In the case of many taxpayers, this 

allocation would be very complicated. Taxpayers would find 

it difficult to comply with the law and the government would 

find it difficult to enforce the law.

The Administration's Emergency Windfall Profits Tax 

proposal would provide a much more satisfactory solution 

to the problem of hiah crude oil prices since it:

.Focuses directly on the problem by taking away the 

windfall part of the price increase in crude oil.

. Phases out over the period during which energy supplies 

will be increased, thus not discouraging the needed 

new investment to obtain additional supplies.
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. Falls on the producer, not the consumer, since it 

merely takes away unexpected profit rather than 

adds costs which must decrease expected profit or 

be passed on.

. Is simple to administer -- it involves no complex 

calculations, no complex returns and no complex 

concept.

At this critical time we must be sure that any solution 

devised for windfall profits does not work at cross purposes 

with the goal to achieve independence from foreign supplies.

The Emergency Windfall Profits Tax is consistent with our 

goals.

Foreign Depletion Allowances

I n  a d d i t i o n  t o  t h e  n e e d  f o r  a  w i n d f a l l  p r o f i t s  t a x ,  w e  

m u s t  r e v i e w  c a r e f u l l y  o u r  p o l i c y  w i t h  r e s p e c t  t o  t h e  t a x  

t r e a t m e n t  o f  f o r e i g n  o p e r a t i o n s .  U . S .  c o m p a n i e s  t h a t  p r o d u c e  

o i l  o v e r s e a s  h a v e  b e e n  g r a n t e d  t h e  s a m e  2 2  p e r c e n t  d e p l e t i o n  

a l l o w a n c e  a b r o a d  t h a t  i s  g r a n t e d  t o  U . S .  c o m p a n i e s  p r o d u c i n g  

o i l  i n  t h e  U n i t e d  S t a t e s .  B o t h  a l l o w a n c e s  p r o v i d e  a n  i n c e n t i v e  

r o i l  p r o d u c t i o n .  A s  w e  m o v e  t o w a r d  U . S .  s e l f - s u f f i c i e n c y  i n  

e n e r g y ,  h o w e v e r ,  w e  w a n t  t o  e n c o u r a g e  g r e a t e r  d e v e l o p m e n t  o f  U . S .  

e n e r g y  r e s o u r c e s  r a t h e r  t h a n  f o r e i g n  r e s o u r c e s .  T h e r e f o r e  t h e  

P r e s i d e n t  h a s  a s k e d  t h e  C o n g r e s s  t o  e l i m i n a t e  t h e s e  f o r e i g n



20

depletion allowances, while retaining the depletion 
allowance for domestic oil production.

However, we cannot support the provision calling for 

repeal of intangible drilling allowances. Unlike percentage 

depletion, intangible drilling costs are real costs -- the 

money has actually been spent -- and a deduction should be 

allowed at some point. It is not really a question of total 

disallowance but of when the tax is imposed. To some extent, 

what we do with intangible drilling expenses for U.S. purposes 

makes little difference for foreign production, for the same 

reason that depletion is largely irrelevant on foreign pro­

duction: namely, because foreign governments can be expected 

to tax at a level sufficient to absorb the full U.S. tax. 

Nevertheless, there are some situations where abuses are 

possible and in April of last year, the Administration made 

proposals, which are carefully tailored to such problems 

and I would urge that such an approach be considered by the 

Committee.
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Further, although not specifically addressed in this 

Bill, it is important to point out that a very large portion 

of the amounts which are paid by international oil companies 

to the countries in which they produce are designated as 

income taxes and therefore give rise not to a deduction but 

rather to a credit against their U.S. taxes.

We think this subject needs to be addressed in view of 

the changing world conditions. The total amounts of these 

payments have grown so large that it appears unrealistic to 

continue to treat them entirely as a tax. Obviously, however, 

the oil producing countries, like any other country, have the 

right to impose taxes and some reasonable portion of the 

payment should be treated as a creditable tax. We are working 

on legislative proposals which would cause a part of these 

amounts to be designated as tax and the balance to be

designated as deductible payments.

Sections 901 and 902 double the investment credit from 
7 to 14 percent on plant and equipment invested in energy 
facilities and extend the credit to intangible drilling 
costs, secondary and tertiary recovery costs and geological 
and geophysical expenses up to $50,000 per well.
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We proposed last April an exploratory drilling tax 

credit structured to reward success by offering a higher 

credit for a productive well. In part, such a credit was 

devised because of the high degree of risk involved in 

exploration. At this point, we would not recommend the 

expansion of such a credit beyond exploratory activities 

where no extraordinary risk factors are present. As to 

plant and equipment, I believe the 7 percent level pertaining 

to industry generally is adequate, but I would welcome any 

special evidence you may have suggesting a different conclusion.

Residential Energy Conservation
The proposed tax credit for residential energy conserva­

tion expenditures poses many problems. Almost 

any home improvement could be designed to include energy 

conservation features and, therefore, become eligible for 

the 50 percent credit. There is a high risk of abuse of 

this provision and its benefits would go mostly to the middle 

and upper income home-owning group. We therefore would oppose 

this provision as both difficult to administer and inequitable.



Controls on Imports

Section 701 provides for duties on petroleum and 

petroleum product imports to the extent that the average 

domestic price exceeds the price of the import for that 

month. This provision would be inoperative today because 

virtually all petroleum imports are more expensive than 

domestic production. In the future, however, it might 

become necessary to assure investors in domestic 

resource development that the government would not allow 

future domestic prices to be undercut by foreign oil, which 

because of its lower costs of production, could be sold at 

reduced prices. While the purpose of this provision is

commendable, if it proves to be necessarv, the same result could 

be achieved under the license fee system of our existing Mandatory 

Oil Import Program without raising many of the basic trade policy 

and tariff negotiation problems that would he inherent in tariff 

legislation. Insofar as providing necessary assurances to 

encourage investment, an alternative approach may be a 

governmental price guarantee to those willing to undertake 

commercial development of new technology.

Moreover, the Bill's proposed restrictions on imports 

from particular Arab countries are not desirable. We are
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determined to move rapidly toward self-sufficiency in energy 

and this will ultimately mean a reduction in our dependence 

on oil from the Arab countries. However, an outright legis­

lative restriction on future Arab imports would work against 

both our long-range goal of building a stable relationship 

with the Arab producers as well as the shorter term objective 

of expanding Arab production so that United States and world 

demand is met. If we legislate a five percent limit on Arab 

imports within the U.S. now, we will in effect mandate con­

tinued shortages, with all the attendant economic consequences, 

since over the next three to five years, U.S. oil demand can 

only be met by expanding Arab oil imports beyond the five 
percent limit.

Negotiations with Oil-Importing Countries 
and Relaxation of Import Controls________

President Nixon has invited other major oil-consuming 
nations to come to Washington on February 11 for the purpose 
of explaining those actions which might be taken to stabilize 
the world oil situation. This conference will lead to a 
meeting of both oil-consuming and oil-producing nations.
The present Arab embargo has highlighted for us all the 
interdependence of oil consuming and producing countries.
We must seek to avoid an aura of confrontation or coercion 
among or between consumers and producers. To this end,
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legislation which would appear to threaten those nations 

that did not abide by the U.S. viewpoint might be misinterpreted 
and could lead to a rejection of the diplomatic initiatives 

already undertaken. I would recommend the deletion of 
Section 704.

Export Controls

We already have authority under the Export Administration 

Act to limit exports of any product which would adversely 
affect the national security. This legislation, therefore, 

is not necessary because it gives us authority which we 
already have.

We have looked closely at monitoring of oil exports 

through the export licensing system administered by the 

Department of Commerce. Our total level of oil exports is 

about 235,000 barrels per day. This represents less than 

two-tenths of one percent of our total petroleum consumption. 
Moreover, most of these exports are shipped to countries from 

which we import larger amounts of petroleum and petroleum 

products. Further exports of crude oil and major petroleum 

products amounted to about 40,000 barrels per day for the 

period from January to June 1973. To cut off our low level 

of exports of petroleum to other countries in the face of our 

dependence upon them for petroleum imports could result in
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a net overall reduction in our petroleum supplies. We will 
continue to monitor the flow of petroleum exports and will not 

hesitate to impose controls to limit exports to historically 

low levels. In the case of distillates, residual fuel oil, 

motor gasoline and aviation fuel, such controls are already 
effective.

Exports of drilling and mining equipment during the last

six months were higher than during the entire fiscal year 1973.

However, I have been informed by the Department of Commerce that

the industry is expanding and that it should soon be capable

of meeting both our domestic and foreign requirements. A

cutoff of exports means not only reduced employment, but also

the possible loss of future markets for American industry.
For this reason, I would hesitate to take any action that

would encourage or force other nations to develop this

capability. Restricting exports of mining and drilling

equipment should be a last resort. I do not feel, therefore,

that Title VIII is necessary and urge that it also be dropped

from the legislation.

Increased Production of Energy from Federal Lands

We have asked repeatedly that Congress open up Naval Petroleum 
Reserves No. 1. We are faced with a maior threat to our se cu ritv  
and well-being and, for this reason, now is the time to brincr these
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reserves into production, and an Administration bill for this 

purpose, Senate Joint Resolution 176, has passed the Senate.

I hope the House will act on this promptly.

The Elk Hills reserve is able to produce 100,000 barrels 
per day within 60 days and 160,000 barrels per day within 90 
days, and to maintain a level of production of nearly 300,000 
barrels per day over a 5-year period. If opened to the public, 
this source of crude could help alleviate oil shortages on the 
west coast.

Naval Petroleum Reserve No. 4 in Alaska is virtually

unexplored and Senate Joint Resolution 176 would provide this.

The potential of this reserve is enormous. However, the 

Navy estimates that adequate exploration to prove the amount of 

oil in this reserve would require about ten years and would cost 

$200 million.

The oil "lost" to the Government from opening up Elk 
Hills could be replaced in an emergency by the Government's 
royalty oil. Production of this royalty oil has been averaging 

about 220,000 barrels per day. It would have the advantage of 

being readily available, rather than potentially available as 

is the oil from our existing naval petroleum reserves.
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Commission on Energy Technology Assessment

The provision calling for a commission on energy tech­

nology assessment has much to recommend it. However, there 

appears to be considerable duplication between this commission 

and the Energy Research and Development Administration which 

we hope will be established in the very near future. We expect 

that both the Federal Energy Administration and the Energy 

Research and Development Administration will conduct the kind 

of studies and provide the in-depth reports that are contemplated 

by the provisions of Title IV. The establishment of a third 

group, we think, represents needless duplication in a field 

already crowded with over-lapping bureaucracies.

E s t a b l i s h m e n t  o f  t h e  F e d e r a l  E n e r g y  A d m i n i s t r a t i o n  

F i n a l l y ,  a s  I s a i d ,  t h e r e  i s  n e e d  f o r  a  p e r m a n e n t  

o r g a n i z a t i o n  t o  c o o r d i n a t e  e n e r g y  p o l i c y  a n d  i m p l e m e n t a t i o n .

T h e  F e d e r a l  E n e r g y  A d m i n i s t r a t i o n  i s  a n e e d e d  f i r s t  s t e p  a n d  

g i v e s  u s  n e e d e d  a u t h o r i t y  t o  d o  t h e  j o b  b e f o r e  u s .  W e  m u s t  

a l s o  p r e s s  f o r  t h e  c r e a t i o n  o f  a  f u l l  c a b i n e t - l e v e l  D e p a r t m e n t  

o f  E n e r g y  a n d  N a t u r a l  R e s o u r c e s .

I n  c o n c l u s i o n ,  I w o u l d  s a y  t h a t  t h i s  B i l l  i s  a  c o m p r e ­

h e n s i v e  l e g i s l a t i v e  a p p r o a c h  t o  m a n y  o f  o u r  e n e r g y  p r o b l e m s .

I t  s h o u l d  s e t  t h e  f r a m e w o r k  f o r  n e e d e d  d i s c u s s i o n .  I b e l i e v e  

t h a t  w e  a l l  s h a r e  c o m m o n  g o a l s  w i t h  r e s p e c t  t o  e n e r g y  p o l i c y  

w e  a l l  w a n t  a  s t r o n g  d o m e s t i c  e n e r g y  i n d u s t r y ,  a n d  I h o p e  t h a t
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we can work closely with your Committee in developing 

legislation that will further this goal. It is only 
through such cooperation that we can move our Nation toward 

self-sufficiency.

THANK YOU.

o 0 o
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Jan-Jun 1973

EXPORTS BY PRODUCT TYPE

Barrels • B/D

Crude Oil 133,007 735
Unfinished Oils 9,369 52
Av. Gas

0

37,764 209
Gasoline 464,984 2,569
Kerosene 522,602 2,887
Distillate 609,068 3,365
Residual Fuel Oil 5,200,333 28,731
Lubricating Oils 4,634,718 25,606
Mis. non-fuel, non-lube oils 3,363,178 18,521
Butane 295,837 1,635
Propane 1,833,410 10,130
Natural Gas Liquids 3,290,218 18,179
Petroleum Pitch 281,104 1,553
Petroleum Coke 17,328,996 95,734
Asphalt

%

138,442 765
Mise, grease, waxes & 

petroleum 4,525,000 25,000
42,668,085 235,731
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WASHINGTON, D.C.
As you all know, the end of January is the time the 

President brings out his state of the union Message, the 
Budget and the Economic Report. While I didn't come here 
to disclose the contents of those messages as they relate 
to the economy, I can give you the larger brush strokes 
that form the background for our policy decisions.

Almost every economic question is tangled up in the 
oil situation. It has created the greatest sense of 
uncertainty in the world since World War II or the 1930’s.
The capricious action of a few countries is affecting 
directly or indirectly the lives of every person on earth-- 
not just the cosmopolites of the industrial world, but the 
people of the poorest countries whose glimmer of hope 
for a better future clouded as the price of oil trippled.

To get a fair assessment of where we are going, 
including the positive as well as the negative factors in 
our economy, we have to reflect back on 1973. In most 
respects it was a good year for the economy:

1. The economy expanded substantially.
2. Nearly three million workers were added to the 

payrolls.
3. The dollar was more properly valued than it had 

been for a decade at least.
4. Our balance of trade took a healthy/turn.
On the negative side was the very rapid inflation, which 

was caused primarily by higher raw materials and food prices, 
which in turn reflected strong demand from the simultaneous 
booms in industrialized nations throughout the world. It 
would be a mistake, however, to take this one negative factor 
as a basis for saying the economy in 1973 was a disaster.
In fact the reverse is true: in most respects the economy 
has been powerfully good.
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Turning now to 1974, our concern over the energy 
situation is justified. The oil embargo and skyrocketing 
prices of oil have impacted us in two ways:

1. First, it is producing a marked discontinuity 
in our rate of growth. If you visualize a 
chart you can understand what I mean. The line 
showing the rate of growth plotted on a graph 
suddenly drops down one step as a result of the 
boycott and high oil prices.
To put it another way, having to abruptly pay 
out more money abroad to acquire the same or 
a smaller amount of oil takes something out 
of our standard of living. However, it doesn’t 
mean we suffer a continuing decline; after going 
down a step presumably the economy can get back 
on the same growth path as before.

2. Second, the oil embargo and higher prices, with 
their attendant uncertainties, are causing some 
major changes in our lifestyle. People are 
switching to smaller cars, and they are reexamining 
entertainment patterns and vacation plans.
Business and industry are taking another look
at the advisability of building more of those 
almost-all-glass towers that characterize 
America’s metroscape. The higher cost of energy 
is reemphasizing the need for modernizing plant 
and equipment and raising productivity.

Thus the energy crisis is having a significant effect on 
our current economic situation. However, the problems it 
has created, while serious, are not unmanageable. I think 
a closer focus on our economic prospects may dispell some 
of the gloom that has settled on the country. There are 
favorable and unfavorable signs. On the good side:

1. Capital spending continues to increase rapidly.
2. There is strong demand for credit.
3. The volume of new orders is high, and unfilled 

order backlogs continue to rise.
4. State and local spending will be expanding.
5. The level of inventories is modest.
6. The dollar is strong.
7. Our goods are priced competitively in world markets.
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On the unfavorable side, inflation will continue to be 

a difficult problem. The increases in energy prices, which 
have been enormous, will have to work their inevitable way 
through the economic system. When you add this to the many 
other inflationary pressures that are in the system, it is 
a sure thing that our price indexes are going to be climbing 
rapidly over the next few months.

Without minimizing the problem, let me mention a couple 
of forces that also will be working in the opposite direction:

1. Last year the dollar was devalued in February and 
continued to decline into the summer, which had the 
effect of raising the prices we paid for imports.
Now the dollar has strengthened. Although we don't 
want to see it get so strong that it adversely affects 
the competitiveness of our goods around the world, 
the fact that it is stronger does reduce one source
of inflationary pressures.

2. We will see all-out production of food. Weather 
permitting, we'll have another record year. And 
although we'll continue to have a problem in food 
prices, we won't have the gigantic escalation that 
we had last year.

3. Finally, you all know how much the prices of raw 
materials were bid up all around the world and how 
that affected end prices. Now the other industrialized 
economies, like ours, are cooling off. Thus, with 
less demand, we can expect some relief from the price 
pressures on many raw materials --except oil.

To summarize, we expect the economy to pretty well adjust 
to the energy shortage and higher prices during the current 
quarter, then resume a growth pattern later in the year. Most 
economists make about this same projection.

But it should be recognized that we have never gone 
through this kind of transition before. This will be a test 
of the flexibility and responsiveness of the economy to major 
shocks. We are positioning economic policy in such a way 
that we will be able to respond quickly, in case some unforeseen 
movements develop in the economy. We have to have policies 
ready to cover a range of possibilities for the economy in 
1974, because no one can predict with certainty what will happen.
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It is at a time like this, when there is more uncertainty 
about the economy than usual that we should have a better system 
of unemployment compensation in place. That is a natural way 
of cushioning shocks to individuals who lose their jobs-- 
whether the unemployment is caused by changes of consumer 
preference, imports, or an economic slowdown. It not only 
helps the unemployed, but it helps the whole economy by serving 
as an automatic fiscal stabilizer. About ten months ago, 
President Nixon proposed reform in the system of unemployment 
compensation which would have raised benefit levels. As yet, 
no Congressional hearings have been held. I think many people 
will regret that.

In closing, let me reemphasize the need for fiscal 
policy and monetary policy to be prepared to meet different 
contingencies. If the economy grows faster or slower than 
we think, we need to be ready. We are thinking about economic 
policy in terms of contingency planning to a greater degree 
than usual.

0O0





UNITED STATES OF AMERICA 
THE DEPARTMENT OF THE TREASURY 

I5TH AND PENNSYLVANIA AVENUE, N.W. 
WASHINGTON, D. C. 20220

PUBLIC NOTICE OF INVITATION TO BID 

BY FINANCIAL INSTITUTIONS 

ON A LOAN TO THE GOVERNMENT OF TURKEY 

GUARANTEED BY THE UNITED STATES 

UNDER THE FOREIGN MILITARY SALES ACT,

AS AMENDED
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I. INVITATION TO BID--CLASSES OF BIDDERS

The Secretary of the Treasury, acting for the Secretary of Defense 

by this notice and under the terms and conditions hereof invites bids on 

the interest rate on a $30,000,000 loan to the Government of Turkey, 

hereinafter referred to as the borrower. The loan is described in Sec­

tion V hereof. Bidding hereunder shall be subject to the "Regulations 

Governing the Sales of Treasury Bonds Through Competitive Bidding" (31 

CFR 340) insofar as applicable.

The purpose of the loan is to provide private financing for the 

purchase by the borrower of defense articles and services from United 

States sources in furtherance of the Foreign Military Sales Act, as 

amended, P.L. 90-626, October 22, 1968, 82 Stat. 1326; 22 U.S.C. 2571-2793 

and Executive Order 11501, December 22, 1969,'34 F.R. 20169.

Bids will be received only from incorporated banks, trust companies, 

recognized dealers in investment securities, and other financial institu­

tions doing business in the United States. Bids must be submitted to the 

Federal Reserve Bank of New York in accordance with the provisions of the 

last section hereof.

II. UNITED STATES GOVERNMENT GUARANTY OF LOAN

The loan agreement provides that the obligation of the lender 

is to be conditioned upon the issuance by the United States of a 

guaranty of timely payment of 100 percent of the principal and 100 per­

cent of the interest thereon by the borrower. The guaranty will further 

provide that the United States agrees that any claim which it may 

now or hereafter have against any beneficiary for any reason
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whatsoever shall not affect in any way the right of any other beneficiary 

to receive full and prompt payment of any amount otherwise due under this 

guaranty.

In addition, the borrower covenants at Section 5(b) of the loan agree­

ment that

"Any claim which it may now or hereafter have against 

any person, corporation, firm or association or other entity 

(including without limitation, the United States, DOD, any 

Bank, any assignee of any Bank, and any supplier of the 

Defense items) in connection with any transaction, for any 

reason whatsoever, shall not affect the obligation of the 

Borrower to make the payments required to be made to the 

Undersigned under this Loan Agreement, or under the Notes, 

and shall not be used or asserted as a defense to the pay­

ment of such obligation or as a setoff, counterclaim, or 

deduction against such payments."

The guaranty, which is authorized by the Foreign Military Sales Act, 

will be made by the Government of the United States acting through the 

Department of Defense. The Act provides that "any guaranties issued here­

under shall be backed by the full faith and credit of the United States.

III. TAX EXEMPTIONS

(a) There will be no--

(1) Federal income tax resulting from Section 7.1 of the loan 

agreement which will provide that the borrower shall pay to the lender
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the guaranty fee charged to the latter by the Department of Defense;

(The lender will be acting merely as a conduit.)

(2) Federal stamp tax;

| (3) interest equalization tax; or 

(4) tax imposed by the borrower.

(b) The interest paid on the loan by the borrower will constitute 

income from sources without the United States in the hands of the lender 

or any holder of the promissory notes or participations in the loan.

Since the interest is foreign source income, there will be no United 

States withholding under any circumstances.

IV. THE LOAN, PROMISSORY NOTES, PARTICIPATIONS-- 

ELIGIBILITY FOR PURCHASE BY NATIONAL BANKS AS 

COLLATERAL FOR TREASURY TAX AND LOAN ACCOUNTS, ETC.

(a) Because of the guaranty, the loan, the promissory notes and 

the participations are deemed to be fully and unconditionally guaranteed 

obligations of the United States backed by its full faith and credit. 

Accordingly, they will not be subject to the lending limits of national 

banks or to the limitations and restrictions concerning dealing in, 

underwriting and purchase of investment securities.

(b) Section 1.4 of the loan agreement authorizes the sale of 

participations to legal entities doing business in the United States.

Such participations will be acceptable from special depositaries of public 

money at their face amount to secure deposits under Department of the



Treasury Circular No. 92, current revision (31 CFR 203), provided that 

they adequately identify the loan and meet the following conditions:

(1) The participation certificate contains the following

provision: "Participant may assign or endorse over this par­

ticipation certificate to the (Name of the Federal Reserve Bank 

or Branch of the territory in which the participant is located) 

in connection with a pledge of collateral security to protect

a Treasury tax and loan account under Treasury regulations 

published at Title 31 Code of Federal Regulations, Part 203.

In the event that this participation certificate is assigned 

to (Same bank or branch as above), it shall not be further 

assigned or sub-divided without prior written notice to that 

bank and the prior written consent of this bank."

(2) The participation certificate is supported by the 

original or certified copies of the guaranty agreement relating 

to the basic loan and the necessary power of attorney and 

resolution in favor of the Reserve Bank as prescribed in 31 

CFR 203.8(d).

(3) The guaranty agreement provides that the guaranty 

referred to therein is transferable to any participant or 

beneficiary.

V. DESCRIPTION OF LOAN AGREEMENT

(a) The principal features of the loan are as follows:

(1) There will be a commitment fee payable semiannually of 

one-quarter of one percent (1/4 of 17«) per annum on the daily average
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unused amount of the commitment. The commitment fee will be calculated 

on a 365-day basis and actual days elapsed.

(2) There will be a commitment period from the "date of 

execution" of the loan agreement to and including December 31, 1974 or 

such earlier date as the entire commitment of the lender shall have 

been utilized. For this purpose, the "date of execution" will be the 

date on which the loan agreement is signed on behalf of the borrower 

or the date on which the Department of Defense executes the guaranty 

agreement, whichever is later.

(3) The minimum drawdown under the loan agreement will be 

l/50th of the principal amount bid.

(4) The principal is to be repayable in seven consecutive 

semiannual installments commencing on January 1, 1976 as indicated in 

Exhibit C attached to the loan agreement. Interest is payable on a 

fixed semiannual basis beginning on July 1, 1974 and thereafter on 

January 1 and July 1 of each year until the entire principal has been 

repaid. Principal is payable with interest beginning on January 1, 1976.

(b) Bidders should fill in the blanks in the loan agreement and 

should furnish three signed copies when submitting the bids. Most of 

the blanks are self-explanatory. At section 7.1., the guaranty fee will 

be l/400th of the amount of the principal liability under the guaranty.

VI. SUBMISSION OF BIDS--ACCEPTANCE AND OPENING OF BIDS

Each bid shall be submitted in triplicate on the letterhead of 

the bidder and shall specify a single annual rate of interest which 

shall apply on a 365-day basis only to the portion of the loan in use.
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The rate shall be expressed as a percent per annum not to exceed three 

decimals, for example, 5.125 percent. Each bidder may submit a bid 

for the entire amount of the loan or portions thereof in multiples of 

$5,000,000.

The bids should be enclosed in sealed envelopes and must be received 

in the Securities Department of the Federal Reserve Bank of New York,

33 Liberty Street, New York, New York 10045, not later than 11:00 a.m., 

Eastern Daylight Time, on February 8, 1974.

Bids will be opened at the Federal Reserve Bank at 11:00 a.m., 

Eastern Daylight Time, on February 8, 1974. In determining successful 

bids, those specifying the lowest rate of interest will be accepted to 

the extent required to attain the aggregate amount of the loan. Upon 

the award of bids, the Government of the United States will promptly 

secure the signature of the borrower to the loan agreement, as well as 

to necessary copies thereof, and will return one copy.

Date:
Secretary of the Treasury



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

FOR IMMEDIATE RELEASE JANUARY 24, 1974
FEDERAL ENERGY OFFICE ADMINISTRATOR SIMON 
APPLAUDS COOPERATION BY I.C.C. - TRUCKERS

Federal Energy Office (FEO) Administrator William E. Simon 
today applauded the "cooperative spirit" shown by the Interstate 
Commerce Commission, the trucking industry and labor to 
alleviate hardships caused by fuel shortages.

At a late Wednesday meeting chaired by Simon, ICC Chairman 
George Stafford listened to direct appeals from Teamster 
President Frank Fitzsimmons, and trucking company representatives 
and agreed to immediately help expedite truck rate increases, 
brought about by higher fuel costs.

Also attending the session at the Department of the 
Treasury were Secretary of Labor Peter Brennan, Secretary of 
Transportation Claude Brinegar, Presidential Assistant and 
Director of Federal Mediations W. J. Usery, Jr., and FEO Deputy 
Administrator John C. Sawhill.

Simon, who has been meeting regularly with those 
affected by the fuel shortages, indicated that he would 
continue to use flexibility in administering the mandatory 
petroleum allocation program. He further told the truckers 
and Fitzsimmons:

**They may apply for an allocation adjustment based
on unusual actual growth since the base period (1972) , or
current hardship or emergency requirements. Under the
provisions of the program, truckers receive 110 percent of
1972 base period need.
K-74-32 (lIl0re)
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**FEO will keep a tight surveillance on price gouging 

in a continued effort of "Operation Truckstop Sweeo i
The FEO Administrator also released today the latest 

figures of "Operation Trucks top Sweep," which reveal 
5,564 checks of pump prices have been made at truckstops 
in every state; 1,463 violations have been netted; and 
$200,344 has been returned to truckers. At Simon's direction, 
IRS agents have been conducting the continuous sweep for 
the past six weeks»

-FEO-



TESTIMONY BY THE HONORABLE WILLIAM E. SIMON 
ADMINISTRATOR OF THE FEDERAL ENERGY OFFICE

BEFORE THE
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 

Friday, January 25, 1974

Mr. Chairman and Members of this Committee:

I welcome the opportunity to appear before you this 
morning to discuss our energy data requirements.

First I would like to briefly review our overall 
approach to energy policy, and secondly, I would like to 

outline the general dimensions of the current fuel shortage, 
and our strategies for dealing with it, and finally our 

specific data needs.

Five-fold Approach to Energy Policy
Let me start by briefly outlining the five-fold approach 

we are taking with respect to energy policy.

First, we must establish a central energy organization in 

the Federal Government. The creation of the Federal Energy 

Office is the first step toward bringing all energy policy 

under one roof. We certainly need a statutory base for this
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organization and the pending Federal Energy Administration 

bill, which has already passed the Senate (S.2776), will 

provide it. However, we must press forward in the creation 

of a cabinet-level Department of Energy and Natural 

Resources to bring together all energy related responsibilities.

Second, we must establish a permanent "conservation 

ethic" in this country. We have been too extravagant.

With 6 percent of the world's population, we consume 35 percent 
of the world's energy. The recent embargo has forced us to 

reduce this consumption now, but even more important we must 

be sure that an attitude of conservation becomes a permanent 
part of our lives.

Over 30 percent of our energy is wasted in one way or 

another —  wasted in conversion from one form to another, 

wasted in transmission, and wasted in unnecessary usage.

Over the long term, conservation of energy will require in­

vestment in insulation of homes and offices, use of more 

efficient automobiles, development of mass transit, changes 

in methods of handling freight, and central heating plants 
for groups of buildings and towns.

Third, we must push forward in the development of our 
domestic energy resources, through Project Independence.

This includes further development of oil and gas in Alaska 

and the outer continental shelf, greater utilization of coal, 

of which we have a supply unmatched by any other country in
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the w o r l d ,  f u r t h e r  d e v e l o p m e n t  o f  o i l  s h a l e  a n d  n u c l e a r  

p o w e r ,  a n d  a d d e d  e f f o r t s  t o w a r d  d e v e l o p m e n t  o f  g e o t h e r m a l  

and s o l a r  p o w e r .  P r o j e c t  I n d e p e n d e n c e  m u s t  b e  a  t w o - p r o n g e d  

a t t a c k .  I n  t h e  s h o r t  r u n ,  w e  m u s t  b o t h  e x p a n d  p r o d u c t i o n  a n d  

e x p l o i t  u n t a p p e d  r e s e r v e s  o f  e x i s t i n g  e n e r g y  s o u r c e s .

L o n g e r  r a n g e  s o l u t i o n s  w i l l  b e  p r o v i d e d  b y  t h e  d e v e l o p m e n t  

of n e w  t e c h n o l o g i e s  t o  u t i l i z e  u n t a p p e d  r e s o u r c e s  o f  n e w  

and e x i s t i n g  f u e l s .

S p e c i f i c a l l y ,  t h i s  p r o g r a m  s h o u l d  i n c l u d e  t h e  f o l l o w i n g :

—  We must find ways to exploit our coal reserves more 

effectively. We have 1 trillion, 500 billion tons of 

identifiable coal reserves, or half of the non-communist 
world's reserves, 425 billion tons of which are economically 

recoverable now. We must develop ways to utilize this 

abundant resource. We must develop techniques for mining 

surface coal that do not destroy the landscape. We must 

also develop ways to deep mine coal that protect the health 

and safety of miners.
—  We have talked for years about the development of our 

oil shale. We have an estimated 1 trillion 800 billion barrels 

of oil shale resources in the U.S., and just those reserves 

that we presently know are exploitable could satisfy our needs 

for oil for decades. What we need is an increased effort by 

both the Federal government and private industry to the
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development of this potentially productive resource. I 
am especially encouraged by recent progress in the in situ 

processes for extracting shale oil. This progress suggests 

that it may be possible to produce shale oil at considerably 

less than the landed cost of Persian Gulf crude after 

recently announced price increases by OPEC go into effect.

In situ extraction should also have minimal impact on the 

environment and its development should be encouraged.

—  We also have to push forward in the development and 

utilization of nuclear power. The Administration will soon 

submit legislation to expedite the licensing and construction 

of nuclear powerplants which are an essential part of our 

program for achieving energy self-sufficiency. We should 

also develop a broader nuclear program which looks toward 

liquid metal and gas-cooled breeder reactors. Further, top 
priority should be given to assuring that nuclear power- 

plants are built and operated safely and with acceptable 
environmental impact.

—  We have also talked for years about development of 

such relatively distant alternatives to fossil fuels as 

fusion, geothermal and solar energy. For the next decade 

these alternatives are still very much in the research and 

development stage of growth and they could not come into 

widespread use until after 1990. Although we have to invest



in the development of these alternatives, our primary focus 

now must be on nearer term measures for expanding energy 

supplies. We must focus most heavily on coal and oil shale. 

Also, we must concentrate on commercial development, as well 
as research.

Fourth, we must forge a new relationship between 
Government and indüstry in several key areas. First, the 

information we now have to work with is not adequate and 
its reliability cannot be checked. We must develop a 

permanent energy information system with a built-in 

auditing program on every aspect of the energy situation —  

reserves, refining operation, inventories and production 

costs —  so that we will then be in a better position to 
assure the American people that our energy data is accurate 

and not subject to the charge that it can be manipulated by 

industry. Secondly, there must be a new government role in 
the international activities of the oil industry. And, 

finally, there must be a new partnership to assure the 
development, extraction and use of our domestic energy sources. 

And, nowhere will the need for the combined efforts of 

industry and Government be greater than in energy research 

and development. If we are to see the successful culmination 
of Project Independence, the Federal Government must work 

in partnership with American industry.
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For the last five years, the President has provided for 

a continual expansion of our efforts in energy research and 

development. Federal funding increased almost 75 percent from 

$382 million in fiscal year 1970 to $672 million in fiscal 

year 1973 and was then raised to $1 billion for fiscal year 

1974. Last June the President announced a commitment to an 
even more rapid acceleration of this effort through a $10 

billion Federal program over the next five years, and he 
stressed that we would spend whatever additional sums were 

reasonably necessary.
On Wednesday, the President announced that in fiscal 

year 1975 —  the first year of the five year energy R&D 
program —  total Federal commitment for direct energy research 

and development will be increased to $1.8 billion, almost 
double the level of a year ago. It is only through such an 

accelerated research and development program that we can 

achieve real self-sufficiency in energy.
Fifth, we must establish a framework of international 

cooperation among producing and consuming countries. The 
potential impact of energy supplies on the world economy is 

staggering and we must work together in developing energy 
resources and maintaining a healthy world economy in which 
energy exporting and energy importing nations prosper together. 

Greater cooperation on research, new ways to conserve energy 

and most important energy prices must be initiated.



Is There a Shortage?
With this general background in mind/ let me turn now 

to the current energy shortage. Many people still do not 

believe there is a shortage, but let me assure you that the 

shortage is not contrived. Certainly it is not contrived 

that the demand for energy in the United States has been 

growing at a rate of four to five percent a year for the 

past 20 years. It is not contrived that if the present 

trend continues, our energy needs by 1990 will be twice as 
great as they were in 1973. It is not contrived that domestic 

exploration peaked in 1956. It is not contrived that domestic 

production began to decrease in 1970. All these things are 

real, and have led to our Current'energy crisis. The Very 

fact that even with the embargo, we are importing about 
5 million barrels a day and post embargo, that we will import 

about 7 million barrels a day, shows the imbalance between 

domestic supply and demand.
We now estimate that for the firet quarter, the effect 

of the Arab embargo is to reduce supplies of both Crude and 

product by 2.7 million barrels a day below anticipated 

demand. Since the embargo, imports hhve been steadily 
declining, until —  in the week endihg January 11 —  they 

fell 2.3 million barrels a day below the peak pre-embargo 
level. The existence of a shortage simply cannot be denied.
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In developing our estimates of the shortage, a realistic, 
worst case situation has been used. We assumed normal 

growth in demand, a/fully effective embargo and inventory 
drawdowns to minimum operating levels. We could have 

assumed embargo leakages or larger inventory drawdowns or 

success in conservation or demand elasticity, but we felt 
these were irresponsible assumptions for policy making.

What we are doing is managing a shortage so as to preserve 

jobs and not forecasting what we think might happen.

Leakages could be stopped and in fact appear to be? our 

latest report indicates imports are down to the level we 

forecast with a fully effective embargo.
Lower levels of inventories would only leave us more 

vulnerable to other as yet unexpected contingencies. We 
would like to be surprised by favorable events, but we cannot 

afford to have programs developed which are not adequate to 

cope with the maximum expected shortage. To some extent, we 

are the victims of our own modest success. In early 
December, the FEO was created and we began a crash program 

to manage the shortage. In this effort, we have benefited 

from a tremendous response by the American people to our 
conservation initiatives, from warmer than normal weather, 

and from leakages in the embargo. The result has been a 
build up in our inventory position, and some confusion in 

discussion of the shortage estimates.
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L e t  m e  e l a b o r a t e  s i n c e  t h i s  i s  a n  i m p o r t a n t  p o i n t .

In October of 1973 we actually imported 6.7 míllioñ barrels 

of oil a day, a figure based on statistics submitted ■ c 
directly from Customs to the Of fide òf Oil-5 and Gás ifi^the 

Department of the Interior. For the week ending January4ÌÓ; 

the American Petroleum Institute reported 4.96 million 

barrels a day of imports. This level of imports has been 

checked independently and is accurate to within 1.5 petcent, 

based on the preliminary runs of óur new ' import repbrtifig 
system based on direct reports by Customs Bureau inspectors' 

to the FEO. Again in the week eliding January 17, our new 

system indicated imports at just slightly over 5 million 

barrels per day-.
These recent import levels mèan that ¿we-^ àie- imjóórtihg

1.7 million barrels a day léssi than just threè mòntHs ¿ágóVUÍTJ 
and thus are 2.7 mi Ilion barrel s 1 a day bélow eixpectèd needs t 

This shortage will quickly reduce our inventories to 

dangerously low levels unless we continúe bùi piogramS tò - 

reduce demand and al Ideate the •
example, heating òil inventories are at àb'òù%: 290J milli8ndA/ v 

barrels, almost 30 pèrcént -’above last yeari u But with' a fúlly 
effective embargo and an abnormally cold winter; theses • -f 

inventories would be iedUced to levels where spot shortages 
might occur by mid-March. In fact, our crude óil ihvéñtoriés 

y -f- ■ WGitiÉjL fíx fáJtB íte lí n ” í l íS ,; 6 BB.d . X ■ S iíT

’'¿S'x-Ì K ’d U C  fvTi'o 1 i  J ' ü d  -s'SSIIX M ' l ’G  I IB S X T i tí . S f i i
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at refineries have decreased for the last four weeks, and 

are now four percent below normal minimum levels. Refineries 

are operating at their lowest weekly level since January of 

1973.

Current Information Sources
The information we have had to work with in the past was 

not adequate and its reliability could not be checked. The data 

used came from a variety of sources. Data on the domestic 

petroleum supply system have been gathered by the Bureau of 

Mines (BOM) and by the American Petroleum Institute (API).
The Bureau of Mines data have been gathered primarily through 

a monthly report by refining companies# supplemented by 
monthly, data gathered from terminal operators. Additional 

information on crude oil production have been obtained from 

state agencies, and additional information on imports, primarily 

imports of refined products, have been obtained through Census 

Bureau reports based on information gathered by the Bureau of 

Customs, The Bureau of Mines reporting system is voluntary. 

There is a very high degree of cooperation by the petroleum 

refining companies, and the response rate is in fact higher 

than that achieved in many supposedly mandatory information 

reporting systems,<

The API has a much less detailed reporting system than 

the Bureau of Mines, but it receives and publishes data on a.



11 r

weekly basis. For example, API collects refinery information 

from about 60 percent of the refiners which account for over 
90 percent of domestic operations. These data include refinery 

crude runs, production and yields of all major refined products 

and inventories of crude oils and finished products. Detailed 

information on imports are also compiled by the API.

We have already completed preliminary cross-checks of these 

reporting systems and have found them to be reasonably accurate 

and quite consistent over long periods of time although on a 
week-to-week or month-to-month basis differences of up to 

several hundred thousand barrels per day can and do occur.

For example, during the first 10 months of 1973 API reported 

imports differed from the data published by the Bureau of 

Mines (based on Customs Bureau data) by less than one half of 

one percent.
While these cross-checks indicate that tile data appear 

sufficiently accurate for management decisions, today and in 

the years ahead we need better data on every aspect of 
energy —  reserves; refinery operations, inventories and 

production costs. Nevertheless, we are in an emergency 
situation and we must make"decisions even as we are building 

these new systems. We must and are using and modifying the 

systems we now have until new, better ones can be developed.

We need data that we can check, verify and cross-check. Without 

exception I feel we need more accurate, timely and 

comprehensive data, and we intend to get such data. Let me
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briefly summarize the problems.

First, industry coverage by the API for the weekly 

statistics is not complete. Smaller refiners and importers 

are not included and the statistical techniques used to 

extrapolate the sample to industry totals may not be completely 

adequate in these times of shortage and rapid change.

The second major problem deals with secondary stocks ~  

those petroleum inventories not held by refineries and major 

terminal operators. Complete data on actual consumption by 
industrial and other users, including wholesalers, marketers, 

and jobbers is also lacking.
Particularly in times of shortage, information on all 

inventories and actual use rates are important, but our 
reporting systems are inadequate. Information on reserves is 

also inadequate. While not critical in dealing with the 

embargo, accurate reserve data is needed if we are to develop 

sound public policy on energy resource development, pricing 

policies, or research and development programs.

In contrast to the primary supply system, where both 
the Bureau of Mines and the API provide comprehensive, although 
not completely adequate data, information about secondary 

stocks and consumption can only be pieced together from a 
number of sources, but even the combination of all these data 

sources does not provide complete information. However,
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selected data are available. The Federal Power Commission 

compiles data on the use of all fuels, including petroleum, 

for the generation of electricity.
The Civil Aeronautics Board collects data on the use 

of aviation fuels by certified carriers. The Bureau of 
Census collects data on fuels and electric energy consumed 

in manufacturing industries once every five years of 
manufacture, and estimates are provided in intervening years. 

From all of these data sources one can build only an incomplete 

picture.
There are two additional deficiencies in most of our 

current energy data: lack of regional and seasonal differences 

in consumption. To make our allocation programs work properly, 

we must know where and when the different petroleum products 

are needed. Current needs must be determined in large part by 

reference to past consumption levels and trends, but data on 

past consumption patterns are not available by states and by 

month. Further breakdowns of consumption by industry or 

other users are not available. This kind of data has not 

been available. Until recently, we didn't need it, but now 

it is essential.

One final point must be made. All of our current sources 

of data are voluntary and for many of the programs we now 

roust operate this is simply not enough. We now clearly need 

roandatory reporting systems and mechanisms to check and 

enforce their proper operation.
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New Reporting Systems

We have already instituted a number of actions to

correct the deficiencies I have cited. These actions will
w  4 --

enable us to collect better and faster energy data and to 

improve our management capabilities.

We have instituted immediate daily reporting of tanker 
arrivals by the Bureau of Customs, so that petroleum imports 

data can be available and processed with a lag of only about 
one week instead of the month or two required for complete 

Census Bureau processing of all Customs imports data, including 
petroleum. This will provide a direct check on imports as 

presently reported by the API and give the Federal Government 

a timely and independent measure of the import situation.
We are establishing a system for obtaining, on a sample 

basis, measures of actual consumption of home heating oil, 
adjusted for the weather. Data have been coming from New 

England for a month, through the cooperation of the New 
England Fuels Institute, its member dealers, and their computer 

service bureaus. The results, which we report weekly, indicate 

that significant reductions in use of heating oil due to 

conservation measures has resulted. Broader coverage will 

be achieved as additional companies or associations are 

brought into this program.
We have been working with the Federal Power Commission 

to establish a rapid reporting and forecasting system for



the consumption and stocks of all fuels, including petroleum, 

used to generate electricity. These data are needed to 
operate our allocation programs properly.

I and some of my staff have just completed a visit with 

the Texas Railroad Commission this week. We reviewed their 
reporting system, including the forms and reports on 

production and distribution. We agreed to set up a system 

to share data and information and also coordinate our 

respective reporting systems. Shortly, we will meet with 

other state regulatory agencies to discuss what can be done 

to get more accurate and timely information on reserves, 
capped wells and maximum recovery rates.

The FEO working with the National Oil Jobbers Council 
is now beginning a survey of storage capacity and inventories 

of about 15,000 jobbers and wholesalers. The responses will 
give us a much better indication of secondary stock levels 

for kerosene, diesel fuel, heating oil and gasoline.

These systems represent just a start in the overall 
mandatory reporting systems we are now developing. Most 

important perhaps is an integrated mandatory reporting system 

for petroleum products. FEO is now developing and implementing 

such a system for all refiners. It has three essential parts. 

First, reports of expected refinery operations during the 

coming quarter and reports of expected inventories and
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shipments to each state for the coming months will be 

required. This information will provide the back-bone for 

planning and operating our allocation programs.

Secondly, we are now developing a weekly reporting system 
for all refiners, major bulk terminal operators and pipeline 

companies to give FEO production, yields, and stocks informatio 
directly from industry. This system will obviate our need 
to rely on API aggregated data.

Finally, monthly reports, certified by company officials 

of refiners, pipeline companies and bulk terminal operators 

will be required. FEO audit teams, assisted by the 1RS will 

make continuous field checks of the information contained 

in these forms. We expect that every major refiner will be 

audited at least partially four times each year. The forms, 

computer systems and implementing regulations are now being 

developed and the complete system will be operational in 

about 6 weeks. This system will provide the detailed, 
verifiable information we must have to operate. The system

will be further expanded to include secondary stocks as soon 
as possible. I am advised that we have sufficient legal 

authority under both the Economic Stabilization Act and the 

Emergency Petroleum Allocation Act to require these reports 

be filed and enforce legal sanctions if they are not.
None of these systems will provide all of the informatio11 

we need during the crisis. There will continue to be important
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facts or questions that only targeted spot checks can 

confirm. Reports of price gouging, hoarding or the 

possibilities of ships off-shore awaiting higher prices are 

all cases in point. We have already dealt with problems 

like this. We used over 1,000 IRS agents late last year to 

sweep forty-eight states looking for price gouging. The Coast 

Guard used its District Commanders and major port personnel 

to make checks on unusual tanker activities. Let me assure 

this Committee that we intend to maintain sufficient flexi­
bility and manpower resources to continue these activities 
as needed to cope with the shortage.

New Legislation on Energy Reporting

While we have sufficient authority to mandate the 
petroleum data we now need, I still feel that specific 

mandatory reporting legislation is required. First tailored 

sanctions and enforcement provisions may be more appropriate 
than those in our current authorities. Secondly, expansion 

of mandatory reporting to other energy sources, such as coal 

and uranium, is a necessity in the months ahead and may not 
he practical under our existing authorities.

We are now developing the information needed to propose 

specific mandatory reporting legislation. Such legislation 
will go beyond information on petroleum inventories, imports 

refinery operations and will include the more complex 
Problems of reserves. Further, in order to carry out Project
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Independence and develop alternate energy sources, we need 

information about non-petroleum products such as coal and 
uranium, and we will seek to obtain such data.

Public Disclosure

A central issue, and one which is very important, is the 

extent to which the information which is reported to us ought 
to be made available to others. The public has a right to 

complete and accurate information on the energy situation. 
This policy should give way only where limitations are imposed 
by statute and where important public policy considerations 
dictate otherwise.

For example, there will undoubtedly be national security 

constraints upon the release of certain information about 
military fuel supply levels. Further, competitive considera­

tions will dictate confidentiality in cases where disclosure 

of future production or shipment plans could be used for 
anti-competitive or predatory purposes. We will be conferring 

with the Justice Department and Federal Trade Commission on 

the anti-trust risks involved in disclosure, on a company-by- 

company basis, of certain sensitive commercial information.

But I would expect these limitations to be relatively narrow 

and that most of the information would be more widely available

Both the government and the public are entitled to much 

more information about the petroleum industry than is now
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available. We intend to see that it is gathered and made 

available. To this end, we will be presenting proposals 

recognizing three categories of information disclosure.

The first will be that information generally available to 

the public; second is that information which should be 

available only to other government bodies with a legitimate 
interest in and need for the material; and, third, that 

information which ought properly to be limited to FEO in 

the carrying out of its responsibilities. I believe these 

proposals will alleviate concerns about excessive confidentiality, 

and will greatly broaden public acceptance of the information 
which the government collects and publishes on this subject.

Summary

In summary, the Federal Energy Office fully intends to 
get all the information needed to do our job and fairly 

present the facts to the American people. We have already 

made substantial progress in our energy data systems. Under 

the authorities we now have, we will implement mandatory 
reporting requirements for the petroleum industry. And, 

under authorities which we are now evaluating, and would 

hope to work closely with Congress in finally formulating, 

and developing the broad-based energy information systems 
needed not only to deal with our current problems but with 
the challenges in the decade ahead.
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In addition to this prepared testimony, I am submitting 
for the record, detailed responses and reports which cover 

the questions raised in the attachment to your January 14, 
1974 letter to me.

THANK YOU.

o 0 o
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Today I am going to talk about the prosperity of this 
country, about the quality of our life, about energy, housing, 
the environment, spending on new plant and equipment, growth 
in our standard of living. These subjects, of concern to 
everyone, are bound together by the essential relationship each 
has to our capital markets.

In each of these areas, the demand for capital is grow­
ing and, taken together, the growth is of massive proportions. 
Private industry in the years ahead will need hundreds of 
billions of dollars to maintain and update its productive 
capacity, to develop the technologies to clean up our e n ­
vironment, to build new housing, and to apply the innovations 
that Project Independence will produce. These massive sums 
must be raised in our capital markets and, to a significant 
degree, in the form of equity capital.

American markets for equity capital get and deserve high 
marks for efficiency, both absolutely and relative to foreign 
markets. This efficiency has been promoted by the very large 
number of investors, the very large number of security analysts, 
the system of communication which rapidly and widely disseminates 
information, the system of regulation, and the market mechanism 
itself, through which prices respond quickly to the changes in 
views which are caused by new information. Taken together, these 
attributes lead to the liquidity so fundamental to effective 
capital markets.

Because the system has been efficient and equitable, it 
has attracted a flow of individual and institutional savings 
to American corporations. It has reduced the corporate cost 
°f capital and provided investors with opportunities for
profit.
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In recent years, however, increasingly serious questions 
about the operation of these markets have been raised by 
people within the securities industry as well as those out­
side it. Widespread failure among brokerage firms, loss of 
public confidence in the market, the emergence of institu­
tional investors with relatively large funds at their disposal, 
fragmentation of the market place, and numerous inefficiencies 
indicate that important changes are needed.

Changes in public as well as private policy are involved. 
But before discussing any operational issues, I would ask 
you to stand back for a moment with me and consider first 
some of the desirable characteristics of capital markets. The 
greater sense we can develop of the objectives of public policy, 
the better able we will be to determine what resolution of 
current issues will best serve the public interest.

We in the Administration have been fortunate in our work 
on this subject to have had the benefit of studies and hearings 
conducted by Committees of the Congress, the extensive materials 
developed by the SEC and the views of all segments of the 
industry, expressed to us in discussion as well as in written 
form. James Lorie, Professor in the Graduate School of 
Business at the University of Chicago, has coordinated our 
efforts and contributed his own vast knowledge of the in­
dustry and its problems.

OBJECTIVES OF PUBLIC POLICY

The general objective of public policy is to have 
markets that operate in a fair and efficient way. Fairness 
and efficiency lead to confidence on the part of the in­
vesting public that returns will be reasonably related to 
risks, that the institutions through which they deal have 
financial integrity, and that the individual investor is 
not at a serious disadvantage compared with the institutional 
investor. The principal and best method of ensuring this 
result is well known: competition. I turn now to four 
components of this general statement of objectives.

• Efficiency in Determining Prices of Securities

One desirable characteristic of capital markets 
is efficiency in determining the prices of securities. 
"Efficiency” in this context means the ability of 
capital markets to function so that prices of securities 
react rapidly to new information. Such efficiency will 
produce prices that are "appropriate" in terms of current 
knowledge, and investors will be less likely to make 
unwise investments. A corollary is that investors will
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also be less likely to discover great bargains and 
thereby earn extraordinarily high rates of return. 
Efficiency makes it difficult to be either a fool or a 
genius in selecting securities, although some investors 
may enjoy very high rates of return through luck, daring, 
or ability and others may suffer greatly through a variety 
of mistakes or from assuming great risks.

Although efficiency eliminates much of the oppor­
tunity for extraordinary enrichment and may therefore seem 
undesirable to some, efficiency does insure that individual 
investors are not at a significant disadvantage compared to 
institutional investors in selecting securities and does 
increase the likelihood that savings will be channelled 
into investments in accordance with the risks and the 
promise of profit of the corporations whose securities 
are bought.
Efficiency in Transferring Ownership of Securities

It is desirable that the costs of transactions be low. 
The liquidity of capital markets and the prompt reaction 
of prices to new information are facilitated by efficiency 
in buying and selling securities. Transaction costs have 
three main components; the cost of brokerage, the cost 
of using the capital and bearing the risks which are 
necessary .when market makers maintain inventories, and 
the cost of physically effecting transfers of ownership. 
This last cost is large -- unncessarily large.

MORE
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Although there have been improvements in the machinery 
for making such transfers, the current system is far from 
optimum in terms of what existing technology and existing 
plans for its use would make possible. Efforts by the 
New York Stock Exchange, the regional exchanges, and the 
National Association of Security Dealers to develop new 
systems for clearing and settling transactions have 
progressed but the efforts have been incomplete and have 
fallen far short of what is achievable.

p. Efficiency in Executing Orders

The costs of transacting could also be reduced by 
cutting the costs of executing orders. Such costs have 
two components. The first is the cost of brokerage, which 
is the cost of doing the communicating, keeping the records, 
and doing the other things which a broker does in his role 
as financial agent for an investor. The second is the 
cost of maintaining inventory and bearing risks, costs 
which are incurred by dealers, including specialists on 
the organized exchanges.

In order for these costs to be low, it is essential 
that there be no artificial impediments preventing ad­
justment of the prices of services to the costs of per­
forming them. Such impediments inevitably create 
inefficiencies. Obviously the issue of fixed versus 
competitive rates for brokerage services is relevant in 
pursuing the goal of efficiency in executing orders.

Competition among brokers and among dealers also 
fosters efficiency. In this area, as in others, public 
policy should minimize restraints of trade and other 
obstacles to full and effective competition unless it 
can be shown that such competition is contrary to the 
public interest.

in the Relationships between Investors and Their 
Financial Agents

Participation in the capital markets is encouraged 
by equitable relationships between investors and their 
financial agents. Equity has four dimensions: prices of 
services, provision of information, execution of orders, 
and the absence of conflicts of interest.

Equity requires that the prices of providing services 
be approximately proportional to the costs of providing 
them. This requirement will be met whenever there is 
effective competition.
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Investors also need to feel that they are not dis­
criminated against by brokers or other financial firms from 
whom they receive the information upon which their judg­
ments about investments are based. "Discrimination” is 
hard to define in this context. Different investors d e ­
sire different kinds of information. Equity does not 
require that all clients of a given firm receive identical 
information. The service provided by the firm may differ 
according to the desires of clients, and prices for 
different services can differ. Equity does require, however, 
that prices for identical services be identical.

Equitable treatment of investors in executing orders 
requires that they be executed in the order of receipt, 
taking account of prices which investors are willing 
to pay or accept. The problem arises in a particularly 
difficult form when large blocks are sold. The Securities 
and Exchange Commission has proposed that small investors 
be allowed to participate in block transactions when it 
would be to their advantage. On the exchanges, the 
specialists book of limit orders makes this possible. It 
is more difficult in the third and fourth markets, but 
existing technology is adequate to solve this problem.

Perhaps the most serious problem in achieving equity 
has to do with conflicts of interest. American capital 
markets suffer far less than most foreign markets from 
such conflicts, and this condition has fostered wide-spread 
participation by the American public in the American markets 
and accounts in part for the great interest by foreigners in 
investments here. Although not all conflicts can ever 
be eliminated, public policy should have as a principal 
objective the elimination of conflicts of interest.

THE ISSUES
My meetings in recent months with representatives of the 

securities industry and of those influencing and influenced by 
its operation show that many issues of broad significance are 
hotly debated. Of pivotal importance, however, is the structure 
envisaged for the "central market" and the rules for operating 
in it, including the question of "competitive rates". I will 
comment on what I believe to be critical questions about 
structure and rules. I will then conclude with remarks about 
a development that will improve the competitive position of our 
capital markets in relation to those in other countries.



The Central Market
Almost all -- perhaps all -- informed commentators on 

the evolution of our system of capital markets have agreed 
that we should move toward a single, central market. The 
term, "central market" is ambiguous, however, and many of 
those who advocate it are advocating different things.

The Securities and Exchange Commission defines the 
central market as a system of communications by which the 
various elements of the market place are tied together for 
the purpose of exchanging information about bids and offers 
as well as the prices at which securities are bought and 
sold. Implicit in the existence of a complicated system 
of communications is a set of rules governing participants 
in their activities in the sytem and a means of ensuring 
compliance.

Development of the communication systems itself poses 
many intricate and technical issues: the creation and nature 
of a consolidated tape and decisions about securities to be 
included, the display of all bids and offers, and the im­
provement of the system for clearing and settling transactions

Beyond these issues, in themselves of profound signi­
ficance for the objectives of equity and efficiency, are 
two additional ones to which I will give more extended 
comment here.

First, who should have access to the new communications 
system, or new market? The major question concerns the 
desirability of membership of firms, other than pure market- 
makers, which execute orders on their own account or on 
behalf of funds which they manage for others.

The most recent rule promulgated by the SEC on this 
question would limit membership to firms doing at least 80 
percent of the volume of securities transactions on behalf 
of non-affiliated persons or institutions. Three strong 
arguments can be- made for raising this percentage to 100 
or to providing that the proportion not in the non-affiliated 
category be negligible.

First, such a restriction clears away a major potential 
source of conflict of interest between the firm and its public 
customers. Effective elimination of conflicts of interest is 
central to public confidence in the integrity of the system 
with which it deals.

Second, the requirement that only firms doing 100 
percent of business with the public be allowed access to 
ne new central market will serve to strengthen the broker- 
ealer community, while, with competitive rates, not 

jeopardize any important objective of public policy. 
iKely changes in public policy regarding American capital
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markets will cause some disruption and financial distress 
to some broker-dealers. Although many persons compellingly 
argue that broker-dealers can thrive under the new environment-- 
perhaps better than at present--prudence suggests that broker- 
dealers be protected from threats which can be minimized without 
harming any important public interest.

Third is the elimination of grounds for a feeling of special 
advantage: that institutions which trade on their own behalf and
have direct access to the central market could have some advantage 
as compared with the general public in buying and selling 
securities. The advantage would derive from the superior knowledge 
and the speed of reaction which are possible for direct participants 
as compared with those who must deal through others.

Competitive Rates
Now I would like to discuss the second major issue related 

to the new central market--that of competitive or negotiable 
rates for brokerage services.

In terms of the liquidity of capital markets and their 
ability to cause prices to react promptly to new information, 
the lower the costs of transacting and executing orders, the 
better.

This means that there should be no artificial impediments 
to selling service at the cost of performing it. The prices 
of providing services will tend to be approximately proportional 
to the costs.

The issue of fixed versus competitive rates for brokerage 
services has been discussed at length in Congress, before the 
SEC and at informal meetings at the Treasury Department and 
other places. The S E C ’S 'current policy requiring fully 
competitive rates after April 30, 1975 is, in my judgment, 
admirable. Indeed, competitive rates are the only rival to 
the new systems of communications in their promise of benefits 
both to the financial community and to the general public. But 
there is a lot of disagreement with this policy. I would, 
therefore, like to discuss three main arguments which are 
still seriously advanced in favor of fixed rates.
The Arguments and Counter Arguments

Some argue that competitive rates will favor large firms and 
cause the failure of many smaller, regional firms. The consequence 
would be a reduction in the ability of the broker-dealer network 
to raisè capital for small, new enterprises.

No compelling evidence has been advanced to support that 
position. To the contrary, most competent studies of the 
economics of the brokerage industry show that there are no
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overwhelming economies of scale in the industry. And in fact, 
they show that regional firms have an advantage in serving regional 
needs and have been among the most prosperous.

A second argument advanced against competitive rates is 
that they would increase the costs of brokerage on small orders 
and would therefore further discourage investments in equities 

I by individual investors. Almost certainly, the costs of 
brokerage itself would decline. There has been abundant testimony 
to this effect before Congressional Committees and the Securities 
and Exchange Commission. It is quite possible that the charge 
for bundles of service now provided would rise for the small 
investor, but the variety of bundles of service would increase. 
Individual investors would have a much greater choice of services, 
and brokerage firms would offer different bundles of services on 
terms which would make their sale profitable. At the present 
time many firms feel that it is not profitable to serve small 
accounts, whereas banks and others find arrangements which 
provide profit to the institution and reduced costs to small 
investors. In the market system of the future, there is no reason 
why brokerage firms should not have the same opportunities and 
freedoms which the banks and other institutions now enjoy in 
serving the small investor. They should be able to offer "bare 
bones" brokerage rates, rates which would almost certainly decline, 
as compared to those fixed at present levels.

A final argument predicts the demise of the auction market 
if rates are competitive and off-board trading is allowed. A 
further result would be a loss of incentives for membership on 
exchanges.

It is possible that competitive rates combined with the new 
central market system, which permits trading in listed securities 
in the over-the-counter market, will decrease and conceivably 
estroy the importance of trading floors and specialists who 

operate on them. Even though this outcome is unlikely, the changes 
o m g  proposed are sufficiently important and their ramifications 
re sufficiently complex and uncertain to require that one take 
eriously the possibility that trading floors and specialists 
ill lose their importance.

issue has recently been the subject of an informative 
g 1? controversy between the New York Stock Exchange and the 
a ur^ les an(I Exchange Commission. Fixed commissions, it is 

gued, are an all-important incentive to exchange membership 
in f.s^s^em which permits non-member broker-dealers to trade
thattied/ e<?Urities* Since the New York Stock Exchange feels thf* ^em^se °f the exchanges would damage the public interest,
Drpli UI>m  that after April 30, 1975, when fully competitive rates 

mably will exist, trading in securities listed on exchanges
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be limited by law to those exchanges. The damage to the public 
interest which the New York Stock Exchange seeks to avoid -- and 
it is a matter of quite legitimate concern -- is the destruction 
of the auction process for buying and selling securities and the 
debasement of standards which would result from the elimination of 
the exchanges as self-regulators. The Securities and Exchange 
Commission, by contrast, believes that the exchanges would continue 
as viable, effective organizations and that the auction-agency 
system would flourish in the new market environment, even if the 
exchanges became much less important.

The argument that trading floors would disappear contains 
an anomaly which has not yet evoked public comment. It is 
alleged that the auction system as it now exists on the New 
York Stock Exchange and other American exchanges is a more 
efficient system than any other because it permits the crossing 
of public orders without the necessity of a dealer's spread. As 
a result, the cost of transacting is reduced. The anomaly is that 
this efficiency and this benefit to customers is not put forward 
as an important incentive to exchange membership. To the extent 
that the efficiency and benefit are important, the incentive to 
membership should be important.

Normally in a competitive environment, business flows to 
those firms with the greatest efficiency or best service. Why 
would this normal result not be evident in the brokerage business? 
Those who fear the demise of the specialists and even of exchanges 
themselves in an era of competitive rates and a third market should 
strive to create competitive advantages for exchange members and 
their customers. The primary incentive for exchange membership 
should be superior ability to serve customers rather than the 
opportunity to profit from collusively determined rates.

Of course, there may be costs associated with exchange 
membership which offset or more than offset the advantage 
just described. The cost which the New York Stock Exchange 
emphasizes is the cost of maintaining high standards and of 
ensuring compliance with them. To the extent that different 
standards exist and to the extent that surveillance and enforcement 
procedures differ in effectiveness among markets, there is an 
opportunity for constructive governmental remedies.

No one contends that public regulation should bear unequally 
on competing firms. Equal safeguards should be
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provided by the government to the public investor^whether he 
chooses to trade through an exchange or in the third market.
The same standards should exist with respect to financial 
strength, disclosure of transactions, priority for public 
orders, and other things. The Securities and Exchange 
Commission is the appropriate agency for devising, imposing, 
and enforcing those standards.

In summary, preservation of the essentials of the auction 
process is of great significance. But would it be jeopardized 
in the new national market system, even if the exchanges 
became less important? With the new system, market makers, 
whether specialists on the floor, block positioners, or 
third market firms will compete so that would-be buyers 
and sellers can easily know all bids and offers in the market 
at any time. The new system will contain the essence of the 
action process. At the same time, it must be recognized that 
the stakes are high and uncertainties do exist. Should the 
feared adverse consequences appear, effective remedies should 
be imposed promptly, if only temporarily -- perhaps through 
the prohibition which the New York Stock Exchange seeks.

An International Dimension
The reform of our international economic affairs initiated 

by the President on August 15, 1971, continues to bring^tangi­
ble benefits to the nation. In that process, a major milestone 
has been reached with the final elimination of all of the
balance of payments controls on the foreign investing and 
lending activities of U.S. citizens. The problems posed by 
these controls for our own financial markets were repeatedly 
called to our attention in discussions this past fall with
financial leaders.

A year ago, at the time international agreement on 
further moves in the foreign exchange markets was announced, 
a public commitment was made to phase-out the controls by 
the end of 1974. Since then we have moved gradually, to 
avoid creating disturbances in foreign exchange markets and 
to avoid any misunderstandings with our trading partners.
But we have been able to accomplish the final objective 
many months ahead of the deadline.

Back when we w ere  r i v e t e d  t o  an  e xcha n ge  r a t e  w h ich  
lad grown o u t  o f  l i n e  w it h  (Current econom ic  c o n d i t io n s ,
-hose controls had a purpose and some effect in limiting 
dollar outflows. Yet the effect was probably far less than 
-he surface statistics seemed to show, for many of the 
unds borrowed by businessmen abroad rather than in the 
i-S. as a result of the program were probably U.S. funds 
diich had found their way abroad despite the program. What­
ever net restraint really existed, the cost was high.
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There was a loss of freedom for Americans. Perhaps 
the freedom to invest your funds where you think the pros­
pects are most promising is not the most basic freedom, but 
I rejoice in seeing that freedom restored.

There were the real administrative costs for the govern­
ment and there were even larger administrative costs for 
our business firms.

There were losses of income and of jobs in our financial 
community. It was no accident, I am sure, that the past 
decade of extremely high growth of international financing 
activities in London and certain other traditional financial 
centers coincided with the period of restraints on the com­
petitive activities of our financial institutions.

With controls removed, I believe that our institutions 
will be able to earn more income and to provide more jobs 
for Americans by providing more services of all kinds on a 
competitive basis —  on funds flowing out of the United 
States, on funds flowing into the United States for re­
investment abroad, and on funds flowing from abroad into 
the U.S. economy.

When we had the controls, we tried to assure foreign 
investors that the controls should not reduce their interest 
in the United States. Our story was not altogether convinc­
ing. Apparently, many foreign investors hesitated to invest 
in a country that needed a fence around it to keep money in. 
They were afraid the controls would somehow, someday prevent 
them from getting their money out when they wanted it. Our 
new actions should dispel those fears. The result of our 
removal of controls on the outflow of investment will probably 
mean at the same time an increase in the flow of investment 
to our economy. We have added one more significant attraction 
to investment opportunities which are already attractive. And 
we have taken a step which will enlarge and help refresh our 
capital markets and financial community.

A Final Comment

Our discussion has focused on capital and particularly 
equity markets, but the underlying theme has been broader. 
Fairness and effectiveness have been linked to competition 
on as broad a basis as possible. The reorganization of 
markets for foreign exchange so that flexibility allows 
reflection of m a r k e t •forces will lead to greater freedom in 
the flow of capital across our boundaries and therefore 
within them as well. When added to earlier proposals of
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the President for greater freedom for and competition among 
financial institutions, these emerging developments promise 
a flourishing financial system to support of system of enter­
prise. Who knows, perhaps some day we will once again have 
relatively free markets for goods and services as well. 
Fairness and effectiveness, let alone freedom for labor and 
enterprise will then not be the exception, but the rule.

OoO
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Good morning, and thanks for the chance to speak 

to Consumer Assembly '74. Let me apologize now for not 
being able to stay and answer some of your questions.

I had hoped there would be time do do so after this 
t a lk ,  but I am due to testify before Senator Jackson 

at ten o'clock. We have been busy testifying and 

answ ering questions on the Hill a great deal lately, 
but I feel this is an important part of my responsibility. 

It's only through an open exchange between the Executive 

Branch of our government and Congress that we can develop 

the necessary energy policies to bring us to self- 

sufficiency .

I really appreciate the opportunity to be with you 

this morning, because I want to work with you on a 
continuing basis. The 180 public interest and consumer 

S^oups represented here have outstanding records. You 
n°t only study your problems; you solve them.
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In the area of energy, you have continually taken a 

leadership role. Last year, you established an Energy 

Task Force and named as your chairman Lee White, a man 

for whom I have great personal regard. When Lee was 

Chairman of the Federal Power Commission, he established 

himself as a dedicated and intelligent public official.

ENERGY ADVISORY COMMITTEE

That is why I appointed Lee as co-chairman of our 

Consumer Energy Advisory Committee. Lee and I agree on 

some things... and we disagree on others, but this is 

healthy. We need a wide range of views in order to 

develop sound energy policy.
The Consumer Advisory Committee was set up for the 

express purpose of bringing to my attention the viewpoints 

and needs of the American consumer. Your Consumer Federation 

President, Helen Nelson, and Vice President Currin Shields, 

are members. I thank them for serving. More importantly, 

you should thank them for representing your interests and 

you should continually give them your ideas, so they can 

carry your thinking to us.

As I am sure all of you know, last week we published 

in the Federal Register a contingency plan for gasoline 
rationing. We published it because we want to k n o w : 

what do Americans think is a fair approach to gasoline 
rationing? Two days ago, the Consumer Advisory Committee
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Jmet to discuss this proposal with the Federal Energy 

Office. We discussed a specially marked non-negotiable 

coupon for hardship cases. The Committee recommended 

safeguards against people cheating the system, and they 

suggested that states be able to give the coupons to 
poor people for free. We also discussed coupons for 
drivers under 18, and priorities for handicapped drivers, 
and those who drive the handicapped. Suggestions like these 

illustrate how helpful these advisory committees can be 

and we will give thorough consideration to all of these 

recommendations.
I would like to talk to you about the impact of the 

energy crisis upon consumers. I also hope to enlist your 
help, as community leaders and leaders of consumer groups 

representing some 30 million Americans, to educate the 

American people about the reality of the energy crisis.

MEANWHILE, BACK AT CREDIBILITY GAP

A central concern of many Americans today is whether 

there really is an energy crisis or whether it is all 

contrived. Many people just don't believe that we are 

really short of energy or understand why.

In the Washington Post last week, Humor Columnist 

Art Buchwald explained it this way, with a series of 

Questions and Answers:
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QUESTION: If there is an energy shortage,

why can we still get gasoline?

ANSWER: Because people believe there is a

crisis, which there is n o t , at the moment.
If people didn't believe there was a crisis, 

there would be one, because then they would 

avoid conserving fuel.
QUESTION: You mean in order not to have an

energy crisis you have to believe there is one?
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ANSWER: Exactly. The people who are angriest

about the crisis are the ones who can get all 

the fuel they want. They believe that if they 

can get oil that means the crisis is a fraud.

THE ONES WHO SAY, DON * T KNOW . . .

There is a lesson of sad truth in Buchwald's Catch-22 
humor. The energy crisis is extremely complex, and easily 

misunderstood or distorted. It's easy for all of us to point 

the finger of blame. It's not so easy for everyone involved 

to accept a share of the fault, and to help resolve the 

crisis.
The important thing to understand is that the energy crisis 

was not contrived. The very fact that even with the embargo 
we are importing about 5 million barrels a day, and post-embargo 

we will import some 7 million barrels a day shows that 

domestic demand is greater than supply.
Further, it is not contrived that the demand for energy 

in the United States has been growing at a rate of between 
four and five percent a year for the past 20 years. It is not 

contrived that if the present trend continues, our energy 
needs by 1990 will be twice what they were last year. And 

that's just seventeen years from nowl
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It wasn't contrived that domestic oil exploration 

peaked in 1956 and production peaked in 1970. All these 

things are real, and in part resulted from Government action 
and inaction.

In order to educate the American people and bring all 

the facts to them, we need more comprehensive data on every 

aspect of energy —  reserves, refinery operations, inventories 

and production costs. We are now building a new information 

system. At the same time, however, we must use and modify the 

systems we now have. Let me briefly describe how we currently 
obtain our data.

We get information from many sources. Data on domestic 

petroleum supply are currently gathered by the Bureau of Mines 
and by the American Petroleum Institute.

The Bureau of Mines reporting system is voluntary, but 
the refining companies cooperate, and their response is in 

fact higher than that achieved in many supposedly mandatory 
reporting systems.

The American Petroleum Institute has a much less detailed 

reporting system than the Bureau of Mines, but it receives and 
publishes data weekly.

We have already made preliminary cross-checks of these 

reporting systems and have found them to be reasonably accurate 
and quite consistent over long periods of tine. However, on a

week-to-week or month-to-month basis, differences can and do occur.
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It is interesting to note that for the first 10 months 

of 1973, imports data reported by API differed from the data 

published by the Bureau of Mines by less than half of one 

percent. Nevertheless, there are still significant gaps in 
our current system. Further, all our current information 

sources are voluntary, and for many of the programs we now 

must operate this is simply not enough. We now clearly need 
mandatory reporting systems and mechanisms to check and 
enforce their proper operation.



8

While we have sufficient authority to mandate the 

petroleum data we now need, I still feel that specific 

mandatory reporting legislation is required. First, 

tailored sanctions and enforcement provisions may be more 

appropriate than those in our current authorities. Secondly, 
expansion of mandatory reporting to other energy sources, 

such as coal and uranium, is a necessity in the months ahead 

and may not be practical under our existing authorities.
We are now developing the information needed to 

propose specific mandatory reporting legislation. Such 

legislation will go beyond information on petroleum 

inventories, imports and refinery operations and will include 

the more complex problems of reserves.

A central issue, and one which is very important, is the 

extent to which the information which is reported to us ought 

to be made available to others. The public has a right to 

complete and accurate information on the energy situation.

This policy should give way only where limitations are imposed 

by statute and where important public policy considerations 

dictate otherwise.
Both the government and the public are entitled to much 

more information about the petroleum industry than is now 

available. We intend to see that it is gathered and made

available.
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The Chinese philosopher Lao-Tzu once wrote to a friend,

"Send me a man who is seeking the truth. Don't send me one 

who has found it." It's a shame to find that many people 

have stopped looking for the truth about the energy crisis, 

before getting all the pertinent facts.

It is certainly very popular today to talk about conspiracies 

and to conjure up villains. It's harder to come to an 

understanding of our mutual responsibility. My job is to 

put the facts before the American people.

Further, my job is to manage the energy crisis so as to 
minimize dislocations.

There's no question that we will experience spot shortages 
this winter, but shortages would have occurred even without 

the embargo. It's important to realize that this is not an 

embargo-induced problem. With demand exceeding domestic supply, 
we were straining the world's ability and willingness to 
produce.

What the embargo did was to heighten our awareness of the 

9aP between domestic supply and demand. We put many conservation 
measures into place in order to reduce demand, and I have been 
Most encouraged by the response of the American people.
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Private industry has also been achieving dramatic 

savings. We called on industry to establish energy audit 

committees to assess the level of energy consumption and 

the potential savings that can be made. We will be receiving 

reports about the results of these audits. More than 12,000 

companies have already filed their responses.

CONSUMER EDUCATION

Consumer organizations can make a significant contribution 
to our efforts to conserve energy. You can educate consumers, 

not only as to how they can save money and energy, but as 

to why their efforts can really make a difference. Your 
groups are already in the forefront in this effort.

Consumers control how much gasoline will be available 
to motorists this summer. Did you know that for every gallon 

of home heating oil you save, we can provide an additional 

gallon of gasoline at the pumps? And, for every thousand 

cubic feet of natural gas you save, we can provide eight more 
gallons of gasoline.

In a year's time, a typical home reducing its consumption 

of electricity, natural gas, and heating oil by 10% will 

generate an extra 100 to 120 gallons of gasoline for 
automobiles.
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How does saving electricity help you get more gasoline?
If you save electricity, the generating stations don't need 

as much residual fuel oil to burn, to make electricity. So 

refineries can produce less residual fuel and more gasoline.
I am sure you all have plenty of ideas on saving energy. 

Transmitting them to your constituencies will help us both in 

the short run to ease the current crisis— and, more importantly, 

in the long run to help us establish a permanent "conservation 
ethic" to reduce national energy demand.

Eventually, we will solve our energy problems by developing 
our domestic resources. We have the necessary technical know-how, 

we have the resources; all we need is the commitment to make 
the necessary investments now.
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As consumer representatives, I know you are concerned 
about rising fuel costs and so am I. We are presently 

controlling the price of oil and we will do whatever is 

necessary to maintain reasonable prices. In the foreseeable 
future fuel won't be as cheap as it has been for most of our 

lifetimes. But we can prevent prices from rising to emotional 
levels.

In the long run, the best way to keep the price of fuel 

down is to increase the supply, by bringing on other energy 

sources. Our alternative is to import more oil and thereby 

subject ourselves to cutoffs and prices that are set at the 
discretion of the oil-exporting nations.

In conclusion, I believe that we all share common goals 

with respect to energy policy— we all want to have sufficient 

energy at a reasonable cost and I know that we can work closely 

with you in achieving this goal. It is only through such 

cooperation that we can move our Nation toward self-sufficiency.
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FOR IMMEDIATE RELEASE JANUARY 25, 1974

SPECIAL IMPACT OFFICE TO AID LOW-INCOME ENERGY CONSUMERS

John C. Sawhill, Deputy Administrator of the Federal 
Energy Office, today announced creation of a Special Impact 
Office to review and act upon the concerns of low-income 
consumers affected by the energy crisis.

Sawhill announced that the new office will report to 
John A. Hill, Assistant Administrator for Policy, Planning 
and Regulation.

"Our fundamental guideline in designing the mandatory 
petroleum allocation regulations has been to save jobs, 
minimize economic disruption and make sure that no one 
suffers inequitably," Sawhill said.

"We recognize that lower income people may experience 
particular hardships as a result of the energy crisis, and we 
have a general responsibility to help them," he added.

"The Special Impact Office will perform such a role," 
Sawhill said. "It will provide a research and policy base 
for the Federal Energy Office to determine whether Federal 
regulations and programs work undue hardships on particular 
groups."

The new office will be a focal point for getting 
information on how the energy shortage and energy programs 
are impacting on various groups. This information will 
provide the basis for working with them to formulate special 
programs directed at lower income people.

E-74-33
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It will also provide training in FEO programs to 
groups currently dealing with the poor, such as churches, 
community action agencies and welfare offices. The new 
office will serve as the FEO liaison with the Department 
of Health, Education and Welfare, the Department of Labor, 
the Office of Economic Opportunity and other Federal 
agencies concerned. It will also work closely with state 
and local governments for an equitable distribution of 
the state "set-aside" fuels to hardship cases.

There will be special efforts to maintain one-to-one 
contact with the poor and under-privileged through speeches, 
flyers, brochures and walk-in offices in various cities.

-FEO-

E-74-33



FEDERAL ENERGY OFFICE
Public Affairs / ( J  /

4001 New Executive Office Building /■—  \ 
Washington, D.C. 20461 

Tel: 395-3537

FOR IMMEDIATE RELEASE JANUARY 25, 1974

SIMON: ENERGY CRISIS NO HOAX

Federal Energy Office Administrator William E. Simon 

today disputed contentions that the energy crisis is a 
hoax.

"No matter how much documentation, litigation, and 

legislation there is, we still face severe energy shortages 

in the years ahead," he said.

"There is an intense debate that the 'Great American 

Energy Crisis' is a hoax motivated by a guest for unabashed 
profit-taking, and leading us down a road marked with 

environmental and economic disaster," Simon said.

"The energy crisis is here and it is not c o n t r i v e d , "  

he s a id . .  "It is a  g l o b a l  crisis that l i t e r a l l y  t h r e a t e n s  

t h e  integrity of t h e  w o r l d  economy, to s a y  n o t h i n g  of our 
own national security."

Simon p r e p a r e d  t h e  remarks for d e l i v e r y  b e f o r e  the 
American Society of Association Executives (ASAP]) here (in 

Washington) today. The ASAE is composed of 5,000 executives 

from trade associations and professional societies which 

represent some 28 million business and professional men and 
women.

E-74-34 (more)
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Simon said that the need for the nation to become 

self-sufficient in energy "is simply no longer an alternative. 

It is an imperative." He outlined a five-part policy set 

forth by the President and himself to achieve this self- 

sufficiency :
—  to conserve energy by reducing consumption, 

and increasing the efficiency of energy 

conversion processes;
to accelerate and increase domestic oil and 

natural gas production.
f

to increase the use of coal? 
to expand nuclear energy production;

—  to expand the use of renewable energy sources 

like the sun, water, and the earth's internal 

heat.
Until these goals are met, Simon said, "No one —  the 

Congress, the Administration, industry, or the consumer can 

allow energy to become a political issue. The crisis we face 

demands strong and deliberate action now."

"The energy joyride is over," Simon said. "It is 

incredible that our most premium resource is oftentimes 

being sold in a marketplace which discourages exploration, 
inhibits production, and once marketed, actually encourages 

waste."
-FEO-

E-74-34
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FOR IMMEDIATE RELEASE lx
OIL TUBULAR STEEL SUPPLIES UP; DISTRIBUTION UNEVEN

Federal Energy Administrator William E. Simon today reported 

that factory output of steel drilling pipe and casing a key 

element in oil well development —  will be up in 1974, but that 

uneven distribution and stockpiling has created spot shortages 

that the FEO is working to resolve.

"There should be amolé tubular steel for oil drilling in 19 74 , 
Simon said. "Production is expected to total 1.85 million tons 

in 1974, up more than 15 per cent over 1973. But current in­
ventory is concentrated in relatively few companies and 

consequently spot shortages exist."

Simon said that "intense forward buying" had cut sharply 

into distributors' and producers' stocks and had resulted in 

reports of tubular steel shortages. He also said that demand 

for additional steel goods probably would be higher in 1974, and 

oould possibly exceed supply, if it were not for concurrent 

shortages of drilling rigs, associated services, and manpower.

In addition, there could be specific shortages in individual types, 
Weights, grades and sizes of tubular goods, he said.

E-74-35
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Simon based his statements on a survey made by the Commerce 

Department, the FEO Price Policy Office, and the Cost of Living 

Council. Simon said the survey team has begun a series of 

meetings with steel industry officials to discuss ways to re­

solve supply and distribution problems. He said the team will 

also survey the drilling rig situation.

Simon pointed out that the 22 largest oil companies' tubular 

steel inventories were 30 per cent above average monthly in­

ventories between January, 1972 and October, 1973. Further, 

he said, much of the excess inventories were held by a few 

larger companies, but even these firms had some spot shortages 

of specific tubular goods.
The survey showed that steel jobbers' inventories were 

down 60 per cent on December 1. Simon called that figure 

"disturbing" because, he explained, these jobbers supply the 
smaller firms, which account for three-fourths of the wells 

drilled in the U.S.
"I urge all oil and gas producers not to order casing 

and tubing in excess of their immediate needs," Simon said.

"This restraint, coupled with heavier than usual first q u a r t e r  

shipments by manufacturers from production and inventory, should 

provide sufficient tubular goods to meet industry needs this 

year."



Washington, 
Telephone :

D. C. 20461 
395-3537

FOR RELEASE MONDAY A.M. JANUARY 28, 1974

FEDERAL ENERGY OFFICE ADMINISTRATOR SIMON 
ANNOUNCES NEW ALLOCATION LEVELS FOR UTILITIES

New allocations to provide utilities enough residual 

fuel oil supply to meet approximately 95 percent of their 
power needs in February were announced by Federal Energy 
Administrator William E. Simon today.

This action would allow power growth for utilities 

using residual fuel oil of two to four percent over 1973 
levels.:

Simon's,.announcement marks the first in a series of 
monthly allocations FEO will be issuing for utilities 

using residual fuel oil. The February announcement includes 
148 utilities in 39 states, located primarily on the East 
and West Coasts.

Under the plan, each utility would receive enough 
fuel deliveries to provide power for the month, and to have 

at least a 12-day oil inventory by March 1. Residual fuel 
oil deliveries to these utilities, under this new allocation

program, will be about five percent below February 1973 levels.
IlfSifc 0 1 (V f :'

The allocation will be changed monthly as the supply-
demand situation warrants. However, utilities are expected to

conserve fuel by cutting power loads by at least five percent
below normal trends, and are urged to impose stringent methods
to achieve even more power conservation so that inventory 
draw-downs can be kept to a minimum.
E-74-36 (more)
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In calculating each monthly allocation, FEO considers

the following factors: reliance on residual fuel, along

with other sources of power; ability to purchase power from
other inventories; conservation programs, and inventory.

"In an effort to assure that our residual oil supply
is spread to each user equitably, I have initiated this
allocation program for the utilities," Simon stated. "Some

utilities are down to dangerously low stock levels and this

action should help alleviate the situation."
Utilities with better than average reserves will see a 

draw-down of their inventory, Simon indicated, but it is not 
our desire to arbitrarily deplete any utility reserve, unless 
the country is in such a position that we can go no place 
else for the product.

Each utility will be notified of their delivery level, 
and proper procedure of obtaining future supply, if needed, 
in the Federal Register of January 29.

Supplies will be provided primarily by historical 
customer-supplier relationships, unless FEO must order new 
suppliers, and pricing will be controlled under Phase Four 
guidelines.

Some utilities listed by FEO as receiving zero deliveries 
in February were determined to be reliant primarily on other 
sources of power and could eliminate their residual oil 
needs through conservation measures; while others use residual 
oil for standby purposes.

Simon underscored that this program should not slow 
actions by utilities wishing to switch from oil to coal as 
FEO will continue an aggressive program in this area.
Other points made in the latest FEO announcement include:

° Utilities needing more supply than announced, due to 
unusual circumstances or seasonal conditions, may apply 
directly to the National FEO (Operations and Compliance 
Office) for review;

° Utilities are urged to buy and sell power to each other;
° Utilities are urged to seek other sources of power; i*e *' 

coal, nuclear, hydro; and
° Residual allocations will be adjusted monthly, based on 

supply and demand at the time.
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FACT SHEET
Oil Country Tubular Steel

»
In recent weeks numerous reports have circulated of 

shortages of steel tubular goods. The uncertainties created 
by such reports appear to be a major deterrent to maintenance 
and expansion of our domestic petroleum exploration and develop­
ment effort. A joint study team from the Commerce Department, 
the Cost of Living Council, and the Federal Energy Office has 
completed a preliminary investigation into these reports.
William E. Simon, Federal Energy Administrator, revealed the 
results of the survey today.

The study team's investigation revealed that in terms 
of total tonnage of oil country tubular goods, the supply in 
1974 should meet the projected industry demand.

Government and industry, experts project that drilling will 
be expanded in 1974 to 156 million feet total, which will require 
an estimated 1.75 million tons of oil country tubular goods. 
Manufacturers have scheduled production of 1.85 million tons.
The above demand figure is restrained by the availability of oil 
drilling rigs. If adequate rigs were available, the demand for 
tubular goods to meet industry's desired drilling program, or 
eYen to sustain the current level of production, would be 
significantly greater.

Although supply-demand is in balance, in terms of total 
steel tonnage, there could be specific shortages in individual 
types, weights, grades and sizes of tubular goods.

The study also revealed that shortages are real to the 
independent operators, in particular, and to some of the major 
oil companies as a result of higher than normal inventory of 
tubular goods by some of the major companies. On average, as 
of December 1, 1973, the stockpiles of the 22 largest oil com­
panies were 30 percent greater than their monthly average since 
January 1, 1972. Further, eight of these compaines hold 74 
Percent of the inventory. The effect of this maldisturbution 
°£ available supplies is compounded by the fact that the majority 
of drilling activity is performed by the independent operators. 
Historically, the independent operators, and to some extent 
ma^°r •comPanie s , have depended on stocks held by the manufacturer 
and distributors. The inventories held in these sources as of
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December 1, 1973 were more than 60 percent below the average 
monthly volumes held between January, 1972 and October, 1973. 
Under the extreme buying pressures being currently experienced, 
these inventories are believed to have diminished even more 
since that time. Further, any existing inventory is probably 
committed. The total supply channel appears to have undergone 
a rapid change to a system whereby material is available only 
on a steel mill order basis. An order placed now by a consumer 
either with the mill or, more normally, through a distributor 
will not be completed for some nine to twelve months.

The study further revealed that, although U.S. exports 
of tubular goods did significantly increase in 1973, the 
export total was only about 10 percent of U .S . production.
Until 1973, these exports were more than offset by imports to the 
U.S. The exports are largely to the foreign operations of 
American companies; consequently, in some measure they do 
contribute to the U.S. supply of petroleum.

Mr. Simon emphasized that the overall positive results 
of this study should serve to quell immediate buying pressure 
and apparent excessive stockpiling and unnecessary forward 
buying practices. The joint task force will continue its in­
vestigation and will develop recommendations to correct the 
current maldistribution.

The survey covered steel producers, the 22 largest oil 
compaines, and 26 major distributors. Conducted under the 
Defense Production Act, the survey included information on 
inventories, capacity, past practices, and anticipated sales 
and use.

In addition to its work to correct the tubular goods 
distribution situation, the survey team has begun to look into 
the problem of oil development limitations due to a short 
supply of drilling rigs, associated services and manpower.
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REIiEASE 6 : 3 0  P .M . January 28, 1974

RESULTS OF TREASURY1S WEEKLY BILL AUCTIONS

Tenders for $2.5 billion of 13-week Treasury bills and for $1.8 billion 
if 26-week Treasury bills, both series to be issued on January 31, 1974, were 
ipsned at the Federal Reserve Banks today• The details are as follows.

IMGE OF ACCEPTED 
QMEETITIVE B ID S :

H igh
Low
Average

13-week bills 
maturing May 2, 1974

Equivalent 
annual rate

26-week bills 
maturing August'1, 1974

Price Price
Equivalent 
anndal rate

98.040
98.030
98.034

7.754% 
7.793% 
7.778% I 96.210

96.195
96.200

7.497% 
7.526% 
7.516% u

Tenders at the low price for the 13-week bills were allotted 61%. 
Tenders at the low price for the 26-week bills were allotted 2%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Applied For Accepted : Applied For Accepted
Boston $ 85,175,000 $ 26,370,000 : $ 82,915,000 $ 10,415,000
New York 5,150,820,000 2,154,890,000 : 2,723,680,000 1,275,715,000
Philadelphia 69,825,000 23,115,000 : 43,710,000 11,510,000
Cleveland 87,725,000 34,725,000 : 48,860,000 25,855,000
Richmond 38,710,000 23,020,000 48,145,000 17,845,000
Atlanta 24,885,000 20,455,000 44,525,000 15,720,000
Chicago 441,060,000 92,580,000 245,410,000 25,285,000
St. Louis 89,490,000 26,155,000 : 58,250,000 38,800,000
Minneapolis 27,560,000 5,260,000 : 34,750,000 5,255,000
Kansas City 37,770,000 28,235,000 : 29,985,000 23,035,000
Dallas 40.750.000 19,250,000 37,235,000 15,235,000
ban Francisco 301,765,000 52,395,000 : 543,695,000 335,720,000

a/
TOTALS $6,395,

~ Includes $383,750, 
I' Includes $235,180, 

These rates are on 
are 8.04 % for the

$1,800,390,000 b/535,000 $2,506,450,000 a/ $3,941,160,000
000 noncompetitive tenders accepted at the average price. 
000 noncompetitive tenders accepted at the average price, 
a bank discount basis. The equivalent coupon issue yields 
13-week bills, and 7.92 i for the 26-week bills.
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IFOR IMMEDIATE RELEASE January 29, 1974

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two series 
of Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
cash and in exchange for Treasury bills maturing February 7, 1974, in the amount 
of $4,302,550,000 as follows:

91-day bills (to maturity date) to be issued February 7, 1974, in the amount 
of $2,500,000,000, or thereabouts, representing an additional amount of bills 
dated November 8, 1973, and to mature May 9, 197-4' (CUSIP No. 912793 TL0)

. originally issued in the amount of $1,800,915,000, the additional and original 
bills to be freely interchangeable.

182-day bills, for $1,800,000,000, or thereabouts, to be dated February 7, 1974, 
and to mature August 8, 1974 (CUSlP No. 912793 UJ3 ).

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form only, 
and in denominations of $ 1 0 ,0 0 0 , $ 1 5 ,0 0 0 , $ 5 0 ,0 0 0 , $ 1 0 0 ,0 0 0 , $ 5 00 ,000  and $ 1 ,0 0 0 ,0 0 0  

(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the clos­
ing hour, one-thirty p.m., Eastern Daylight Saving time, Monday, February 4, 1974. 
Tenders will not be received at the Treasury Department, Washington. Each tender 
niust be for a minimum of $ 1 0 ,0 0 0 . Tenders over $ 1 0 ,0 00  must be in multiples of 
$5,000. In the case, of competitive tenders the*price offered must be expressed 
°n the basis of 100 , with not more than three decimals, e.g., 9 9 .9 2 5 . Fractions 
may not be used. It is urged that tenders be made on the printed forms and for­
warded in the special envelopes which will be supplied by Federal Reserve Banks 
or Branches on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
9-nking institutions will not be permitted to submit tenders except for their own

(OVER)
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account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2 percent 
of the face amount of Treasury bills applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepte 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on February 7, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing February 7, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex­
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.
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NOTE TO CORRESPONDENTS:

EFFECTIVE TERMINATION OF CAPITAL OUTFLOW RESTRAINT PROGRAMS

As indicated in separate announcements by the three 
agencies, the Treasury and Commerce Departments and the 
Board of Governors of the Federal Reserve System have taken 
coordinated actions which effectively lift the restraints 
which have been in force, in varying forms, since 1963 on 
capital outflows from the United States.

The actions are appropriate in light of the recent 
improvements in the U.S. balance of payments position, the 
strong position of the dollar in the exchange markets, and 
the desirability of avoiding official restrictions on the 
flow of capital to points of need at a time when the balance 
of payments positions of many countries have been sharply 
changed by the repercussions of the higher oil prices.

While the programs of active restraint have been ended, 
certain reporting requirements will be retained for the time 
being to assist in monitoring balance of payments flows and 
the international transactions of U.S. businesses and 
financial institutions.

oOo

S-355
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FOR IM M ED IATE  RELEASE J a n u a ry  29, 19 7M-

REDUCTION OF IN T E R E ST  EQ U AL IZAT IO N  TAX RATE TO ZERO

The T r e a s u r y  D ep a rtm en t a n n o u n ce s  t h a t  th e  e f f e c t i v e  
ra te  o f  I n t e r e s t  E q u a l i z a t i o n  Tax ( I E T )  h a s  been  re d u c e d  to  
zero, i n  a c c o rd a n c e  w it h  an E x e c u t iv e  O rd e r  s ig n e d  by  th e  
P re s id e n t .  The new z e ro  r a t e  w i l l  be a p p l i c a b le  t o  t r a d e s  
and a c q u i s i t i o n s  o f  an y  f o r e i g n  s t o c k  o r  d e b t o b l i g a t i o n s  
made a f t e r  J a n u a r y  29, 19 7M-.

U nder th e  I n t e r e s t  E q u a l i z a t i o n  Tax l e g i s l a t i o n ,  th e  
P re s id e n t  h a s  th e  a u t h o r i t y  t o  re d u c e  th e  r a t e  o f  th e  IE T  
to ze ro  when t h a t  a c t io n  i s  c o n s i s t e n t  w it h  th e  b a la n c e  o f  
payments o b j e c t i v e s  o f  th e  U n it e d  S t a t e s .  The IE T  h a s  been  
a p p lie d  s in c e  J u l y  1963 , i n  o r d e r  £o h e lp  r e s t r a i n  th e  o u t ­
flow  o f  c a p i t a l  fro m  th e  U n it e d  S t a t e s  i n t o  p o r t f o l i o  
in ve stm e n ts  i n  o t h e r  d e ve lo p e d  c o u n t r i e s . The r a t e  o f  
tax h a s been  ch an ge d  from  t im e  to  t im e . The l a s t  su c h  
change became e f f e c t i v e  J a n u a r y  1 , 1 9 7H, when th e  r a t e  
was reduced  from  1 1 .2 5  p e rc e n t  t o  3 . 75  p e rc e n t  w it h  r e s p e c t  
to  f o r e ig n  s t o c k s  and  from  a r a t e  e q u iv a le n t  to  a c h a rg e  o f  
a p p ro x im a te ly  0 . 7 5  p e rc e n t  p e r  annum to  a r a t e  o f  a p p r o x i ­
m ately 0 . 25  p e rc e n t  p e r  annum on f o r e i g n  d eb t o b l i g a t i o n s .

The I n t e r n a l  Revenue  S e r v ic e  w i l l  p r o v id e  g u id e l i n e s  
on the  e f f e c t  o f  t h i s  o r d e r  on r e p o r t i n g  and  c o m p lia n c e  
p rocedu re s i n  f o r t h c o m in g  in f o r m a t io n  r e le a s e s .

oOo
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WASHINGTON, D.C. 20230

OFFICE OF 
FOREIGN DIRECT 

INVESTMENTS

FOR RELEASE 9:30 A.M. TUESDAY 
JANUARY 29, 1974

Enslow (202) 3^3 7327

FDI 74-1

Robert H. Enslow, Director, Office of Foreign Direct 

Investments, U.S. Department of Commerce, announced today 

that the foreign direct investment controls administered by 

the Office are terminated effective immediately. This action 

includes rescission of the controls on repayment of outstand­

ing foreign borrowings announced on December 26, 1973.

The Foreign Direct Investment Program administered by 
OFDI was instituted on January 1, 1968, in response to the 
deterioration in the U.S. balance of payments position.

Mr. Enslow stated that direct investors will be required 
to submit reports regarding compliance during 1973 with the 
Foreign Direct Investment Regulations. The Office will issue 
simplified reporting forms in the near future for use in 
gathering economic statistical information on the current 
and future foreign investment activities of a substantially 
reduced number of direct investors.

#
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For Immediate Release January 29, 1974

The Board of Governors of the Federal Reserve System announced

today the termination of its Voluntary Foreign Credit Restraint Guidelines
*

(VFCR), effective immediately. The program was designed to restrain foreign 

lending and investment overseas by banks and other financial institutions.

Today's announcement is being made in conjunction with actions by 

the Treasury Department to reduce the interest equalization tax to zero 

and by the Commerce Department to terminate its foreign direct investment 

restriction. The Federal Reserve has administered the VFCR program since 

early 1965 at the request of the Administration.

In announcing its action, the Board said it will request banks 

end other financial institutions to continue during 1974 to report their 

overseas lending and investments to the Board, but in substantially reduced 
detail.



January 29» 1974

O ffice  o f the White H ouse P r e s s  S ecre ta ry

THE WHITE HOUSE

EXECUTIVE ORDER
V /

MODIFYING RATES OF INTEREST EQUALIZATION TAX

WHEREAS I h a v e  d eterm in ed  that the ra te s  of tax  p resc r ib e d  under 
section  1 of E x ecu tiv e  O rd er N o. 11754 of D ecem b er  26, 1973, w ith  r e sp e c t  
to a cq u isitio n s of s to c k s  o f fo re ig n  i s s u e r s  and debt ob ligation s of fo re ig n  
ob ligors m ade a fter  D e cem b er  31, 1973, a re  h ig h er  than the ra te s  o f ta x  
n ece ssa ry  to l im it  the a cq u is it io n s  by United S ta te s  p erso n s  of sto ck s  of fo re ig n  
is s u e r s ,  and debt o b lig a tio n s of fo re ig n  o b lig o rs  w ith in  a range co n s is ten t w ith  
the b a la n ce -o f-p a y m en ts  o b jec tiv es  o f the U nited S ta tes:

NOW, TH ER E FO R E , by v irtu e  o f the au th ority  v ested  in m e by sec tio n  
4911 (b) (2) of the In tern a l R evenue Code of 1954, and a s  P re s id en t o f the  
United S ta te s , it  is  h ere b y  o rd ered  a s  fo llo w s:

S ectio n  1. S ec tio n  1 o f E x ecu tiv e  O rder N o. 11464 of A p ril 3, 1969» 
as am ended, is  h ereb y  am end ed  to  read  a s  fo llo w s:

"Section  1. R a te s  of T ax.

"(a) R ates a p p lica b le  to a cq u is it io n s  of s to c k .
The tax  im p osed  by s e c t io n  4911 of the In ternal R evenue Code of 1954 on the  
acqu isition  o f sto ck  sh a ll be equal to ze r o  p ercen t o f the actual va lue o f the 
stock. %i

"(b) R ates a p p lica b le  to  a cq u is it io n s  o f debt ob lig a tio n s.
The tax  im p osed  by s e c t io n  4911 of the In ternal R evenue Code of 1954 on the  
acquisition  of a debt ob lig a tio n  sh a ll be equal to z e r o  p ercen t o f the actu a l 
value of the debt o b lig a tio n  m ea su red  by th e p er io d  rem ain in g  to  it s  m a tu r ity ."

exchange r e g is te r e d  w ith  the S e c u r it ie s  and E xch ange C o m m issio n  o r  under the  
ru les of the N ational A s s o c ia t io n  of S e c u r it ie s  D e a le r s ,  I n c . , th is  O rder sh a ll be 
effective for a cq u is it io n s  m ade a fter  January 29, 1974, but only if  the trad e date 
was after January 29 , 1974. In the c a s e  o f other a cq u is itio n s  of sto ck  o f fo re ig n  
is su e r s  and debt o b lig a tio n s of fo re ig n  o b lig o r s , th is  O rder sh a ll be e ffe c tiv e  
for a cq u isitio n s m ade a fter  January 29, 1974.

S ec . 2 . With r e s p e c t  to  a cq u is itio n s  o f s to c k  of fo re ig n  is s u e r s  and 
debt ob ligation s of fo r e ig n  o b lig o rs  m ade under th e ru le s  of a national s e c u r it ie s

RICHARD NIXON

THE WHITE HOUSE,

January 29, 1974

# # #
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WASHINGTON, D. C.
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AS DELIVERED BY JOHN SAWHILL,
DEPUTY ADMINISTRATOR

I especially value the opportunity to meet with 
your "Association of Associations" —  The American 
Society of Association Executives, and I thank your 

Executive Vice President, Mr. James P. Low, for 
inviting me.

Before turning to the immediate question of our 

current energy outlook and the progress and direction 
of our efforts to regain energy self-sufficiency, I would 

like to make a few personal observations on the events 
of the last few days.

There is an intense debate in the Congress today 

that "The Great American Energy Crisis" is a contrived 
hoax, motivated by a quest for unabashed profit-taking, 
and leading us down a road marked with environmental and

economic disaster.
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We have all seen numerous news accounts alleging 

that the major oil companies conspired to create the 

energy shortage.

We have heard accusations that there are millions 

of barrels of oil hidden away in capped-off wells, and 
even in tankers sequestered off our coasts, waiting only 

for the next price increase.
And we have heard concerned outrage and demands for 

an immediate investigation of the oil industry. While 

some charges may be true, there is so much rhetorical 

shrapnel in the air, that many of us may be in danger of 
losing sight of one fact —  the energy crisis is here and

it is not contrived.
The fact that our energy demand has been growing at 

the rate of four to five percent a year for the past 20 

years was not contrived.
The fact that domestic exploration peaked in 1956, 

and that domestic production has been decreasing since 1970 

was not contrived.
And, most important today, the fact that we are 

importing 5 million barrels today —  and even if the embargo 

were lifted, we would be importing 7 million barrels a

day —  was not contrived.



It is a global crisis that literally threatens the 

integrity of the world economy, to say nothing of our 

own national security.
The United States and the other industrialized nations 

are crossing the threshold into an era where energy —  and 

many other critical mineral and raw materials —  will be 

more difficult and costly to obtain. And when they are 

available, we will be facing soaring world prices.
No matter how much documentation, litigation, and 

legislation there is we still face severe energy shortages

in the years ahead.
L e t 1s look at the facts:
The only industrialized nation in the world today that 

is wholly self-sufficient in energy today, is the Soviet 
Union. If we act now —  and I mean on a truly national 

level —  we can achieve the ability for self-sufficiency 

in the next decade.
The ability for energy self-sufficiency is simply no 

longer an alternative. It is an imperative. It is a 

challenge that we can —  and must meet.
If we are to resolve the energy crisis, we must face 

some hard decisions —  political and economic choices.
But to avoid choosing is to have the future decided for us, 

by whomever supplies our energy.

We have established a five-part eneray oolicy.
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First, to conserve energy by reducing consumption, 

and increasing the efficiency of energy conversion processes.

Second, to accelerate and increase the domestic 
production of oil and natural gas.

Third, to increase the use of coal —  first as a 

supplement, and later as a replacement for oil and natural gas
Fourth, to expand the production of nuclear energy as 

rapidly as possible.
And Fifth, to expand the use of renewable energy sources 

—  such as hydro, geothermal, and solar energy —  and to 
bring the promise of fusion and central station solar power 

into the marketplace.
These are the tasks the President has set forth.

All of them are critical ingredients of a national energy 
policy that will lead us into an era of abundant sources 

of clean-burning energy, at reasonable prices.

Until this goal is met, no one —  the Congress, the 

Administration, industry, or the consumer —  can allow 

energy to become a political issue. The crisis we face 
demands strong and deliberate action n o w . And I mean 

action that has the support of everyone.

That is the kind of program the President has 

1 proposed. This afternoon, each of you will have an 
opportunity to gain a first-hand insight into the progress 

we've made to date and, more important, the tasks we face 
in the years ahead.
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In my own view we face three major challenges:

First:g The immediate problem of matching energy demand 

with supply, through conservation and allocations that will 

allow us to manage the energy shortages without severely 

disrupting jobs, or the vitality of the economy.
Second: A  longer term goal of weaning the United

States away from such a heavy dependence on energy imports, 

by accelerating domestic energy production and cutting energy 

waste.

And Third: To develop new energy sources that will use 
our fossil fuel more effectively, and bring still more 
sophisticated energy sources on line including nuclear, 

geothermal and solar systems.

During the first quarter of 1974 we expected to 
have 14 percent less oil than we normally would be using.

The actual shortfall should be much lower because the 
American people are conserving fuel, the weather has been 
warmer than normal, and the Arab oil embargo has not been 

fully effective.

Let me stress, however, that without a lift in the 
oil embargo and at least continuing favorable weather we 
may"face shortages —  especially of gasoline —  on a 
broader scale this summer. Both factors will be major 
determinants in deciding if we have to go to rationing.
Even then, however, we will institute rationing only as a 
last resort.
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The American consumer, at home and on the job, has 

given strong support to voluntary conservation and we thank 
them for it.

Later this afternoon, Secretary Dent will give you an 

accounting of our progress in energy conservation to date. 

More important, he will be telling each of you what you 

can do at the trade association or management level to 
support our vital conservation effort.

Efficient energy use, and a new energy ethic to use 
all oar finite energy sources more judiciously must be an 
integral part of our quest for energy independence.

The energy joyride is over. We must dampen the 
tremendous growth in energy consumption. In the century 

since coal replaced wood as our major fuel, global energy 

consumption has risen eighteenfold —  almost four times 
faster than world population.

The facts are clear: The historic trends of growth 

in energy consumption make even Malthus seem like an 
optimist.

One of the major causes for the lack of energy 

efficiency in the United States is the fact that most energy 

has been priced for short-term exploitation, without regard 
to the need for development of new sources.

Both energy production and energy efficiency are tied
to price.
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However, I am just as opposed to the American consumer 

paying a dollar for a gallon of gasoline, as I am to seeing 

us in a world market where oil is posted at $12.00 a barrel.

But, unless we develop our own energy resources, we 

can expect both.
Just a year ago, energy costs in the United States 

accounted for only 4 percent of our total Gross National 

Product, compared with from 8 to 12 percent for most Western 

European nations. Under current conditions, Americans still 
pay much less for gasoline than most industrialized nations in 

the world.
In fact, while the cost of living has more than 

doubled during the past 25 years, the average price of 
electricity in the home has actually decreased by a third.

It is incredible that our most premium resource —  

energy —  is oftentimes being sold in a marketplace which 

discourages exploration, inhibits production, and once 
marketed, actually encourages waste.

Natural gas, our cleanest burning fuel, is sold 

intra-State without controls for over a dollar per thousand 
cubic feet at the wellhead. This is at least two to three 

times the regulated inter-State price.

Is there any wonder then that, since 1968, we have 
actually been using natural gas faster than we have found it?

that the number of exploratory wells fell from over 5,000 
a year in the late 1950's to less than 3,500 in 1970?
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And it's an even greater shock that natural gas is 

being used to generate electricity —  one of the least

desirable and most inefficient uses of this premium fuel. 
Fortunately, the United States has vast untapped

energy resources. Our coal and oil shale reserves are 

equivalent to 10 times the known total petroleum reserves, 
and could serve our needs for hundreds of years.

And we have significant undeveloped deposits of oil and 
natural gas reserves on the Outer Continental Shelf.
To date, however, only about 2 percent of the Outer

Continental Shelf has been leased in the twenty-odd years 
since the Federal leasing program was established.

We must move expeditiously to bring on line our 
abundant domestic energy resources.

While few of us may accept the fact, America's energy 
resources are largely undeveloped.

We have the technology to convert coal into gas, crude 

°ili- petrochemicals, and even gasoline, and must now bring 
this technology into the marketplace.

The time has come to take oil shale research out of 
the laboratory and press these new-found techniques into 
production, thus creating another alternative to oil imports.

Some of these ventures are risky. But the payoff of 

just one major breakthrough could be spectacular: when we 
produce synthetic oil from either coal or gas, at $5 to $6 
a barrel, we will no longer be vulnerable to foreign economic 
and political blackmail.
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Proposals to develop revolutionary new industries 

employing a new generation of technology in the span of 

a few years may seem far-fetched to you.

But look what we did in synthetic rubber during 

World War II. In 1940 the United States was responsible 

for more than two-thirds of the world's total annual rubber 
consumption. The United Kingdom, which controlled 75 

percent of the world's rubber, imposed export restrictions 

driving the price of rubber up from 14 cents a pound, to 
$1.23 a pound. Faced with soaring market prices and a 
critical need for this vital resource, Government and 

industry initiated a vigorous effort to develop synthetic 

rubber. By 1944 —  in the span of less than five years —  

we were able to not only produce enough rubber to meet 

our needs, but one that was far superior to natural rubber.
I say that there is no reason today, that we can't 

do this same thing today with synthetic gas, and other 

new coal and shale technologies.

The final task we face, is to develop new energy sources 

solar, geothermal, nuclear, and others.
Dr. Dixie Lee Ray, Chairman of the Atomic Energy 

Commission, prepared a report to the President on Energy 
R & D, The Nation's Energy Future, offering a blueprint for 
our ultimate independence from fossil fuels. The promise 
of new energy technology is awesome.
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The President has proposed to move the United States 

forward to meet each of these major challenges. Where we 

can, without legislation, we have taken strong and immediate 

action. But Congressional support is needed. Hopefully, 
the Congress will act on our proposals to:

Open oil industry records for government inspection;
Provide a "truth in energy" label on cars and 

major appliances;

—  Establish a fair market price for natural gas to

encourage domestic exploration and discourage 
waste?

Expedite procedures for licensing nuclear power 
plants;

—  Re-orient our tax structure to increase domestic
energy development;

—  Reorganize all the energy-related agencies in the
Federal Government, to provide genuine leadership 

in every area of Federal involvement.
The premise underlying the President's energy program 

is that, with massive untapped energy resources and the 
world's most powerful economy, America can achieve energy 
independence. In fact, we can see the day, before the end 
of this century, if we start moving right now, when we very 

well could be net exporters of petroleum and coal and other 
energy commodities.

I share this view, and I hope that each of you share my 
commitment, and the commitment of the Federal Energy Office, 
to meet this challenge.

-rEO-
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OR IMMEDIATE RELEASE January 30, 1974
TREASURY ANNOUNCES FEBRUARY REFINANCING

The Treasury announced today that it will provide funds for retiring the $4.5 
illion of publicly held notes and bonds maturing on^February 15 by auctioning to the 
ublic up to $2.25 billion of 3-1/4 year notes, up to $1.5 billion of 7-year notes 
nd up to $300 million of 19-1/2 year bonds. Additional amounts of the notes and bonds 
/ill be allotted to Government accounts and the Federal Reserve Banks in exchange for 
[heir holdings of the maturing securities, which total $0.9 billion. The securities 
to be auctioned will be:

Treasury Notes of Series C-1977 dated February 15, 1974, due May 15, 1977 
(CUSIP NO. 912827 DQ2), with interest payable on May 15 and November 15, 1974, 
and thereafter on May 15 and November 15,
Treasury Notes of Series A-1981 dated February 15, 1974, due February 15, 1981 
(CUSIP NO. 912827 DRO), with interest payable on February 15 and August 15, and
an additional amount of the 7-1/2% Treasury Bonds of 1988-93, dated August 15 
1973, due August 15, 1993, callable at the option of the United States on any 
interest payment date on and after August 15, 1988 (CUSIP NO. 912810 BQ0), with 
interest payable on February 15 and August' 15.

The coupon rates for the two issues of notes will be announced on Monday,
February 4.

The notes and bonds will be issued in registered and bearer form in denominations 
[of $1,000, $5,000, $10,000, $100,000 and $1,000,000.

Tenders for the 7-year notes will be received up to 1:30 p.m., Eastern Daylight 
laving time, Tuesday, February 5, 1974, tenders for the 3-1/4 year notes will be 
leceived up to 2:00 p.m., EDST, Wednesday, February 6, 1974, and tenders for the 19-1/2 
par bonds will be received up to 1:30 p.m,, EDST, Thursday, February 7, 1974, at any 
lederal Reserve Bank or Branch, and at the Bureau of Government Financial Operations, 
tanking and Cash Management, Washington, D. C. 20222; provided, however, that noncom­
petitive tenders will be considered timely received if they are mailed to any such 
Igency under a postmark no later than February 4 for the 7-year notes, February 5 for 
the 3-1/4 year notes and February 6 for the bonds. Each tender must be in the amount 
P  $1,000 or a multiple thereof, and must state the price offered, if it is a competitive 
lender, or the term "noncompetitive", if it is a noncompetitive tender.

The price on competitive tenders for the notes must be expressed on the basis of 
with two decimals, e.g., 100.00. Tenders at a price less than 99.26 for the 3-1/4 

P^r notes and 98.26 for the 7-year notes will not be accepted. Tenders at the highest 
»ices will be accepted to the extent required to attain the amount offered. Successful 
■pmpetitive bidders for the notes will be required to pay for the notes at the price they 
■•d. Noncompetitive bidders will be required to pay the average price of all accepted 
P®petitive tenders for the issue.

I The price on competitive tenders for the bonds must be expressed on the basis of 
■ > with two decimals in a multiple of .05, e.g., 100.10, 100.05, 100.00, 99.95, etc.
| ders for the bonds at a price less than 95.30 will not be accepted. Tenders at the

(OVER)
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highest prices will be accepted to the extent required to attain the amount offered, 
All accepted tenders for the bonds will be awarded at the price of the lowest accepted 
bid.

Fractions may not be used in tenders. The notation "TENDER FOR TREASURY NOTES 
(SERIES C-1977 or A-1981)" or "TENDER FOR TREASURY BONDS" should be printed at the 
bottom of the envelopes in which tenders are submitted.

The Secretary of the Treasury expressly reserves the right to accept or reject anJ 
or all tenders, in whole or in part, and his action in any such respect shall be final] 
Subject to these reservations noncompetitive tenders for $500,000 or less for each issil 
of notes will be accepted in full at the average price of accepted competitive tenders I 
and noncompetitive tenders for $250,000 or less for the bonds will be accepted in full 
at the same price as the lowest accepted competitive tender. The prices may be 100.OOJ 
or more or less than 100.00.

Commercial banks, which for this purpose are defined as banks accepting demand 
deposits, may submit tenders for account of customers provided the names of the custom̂  
are set forth in such tenders. Others than commercial banks will not be permitted to 
submit tenders except for their own account.

Tenders will be received without deposit from commercial and other banks for theiJ 
own account, Federally-insured savings and loan associations, States, political sub­
divisions or instrumentalities thereof, public pension and retirement and other public 
funds, international organizations in which the United States holds membership, foreign 
central banks and foreign States, dealers who make primary markets in Government securj 
ties and report daily to the Federal Reserve Bank of New York their positions with resj| 
to Government securities and borrowings thereon, Federal Reserve Banks, and Government 
accounts. Tenders from others must be accompanied by payment of 5 percent of the face 
amount of securities applied for.

Payment for accepted tenders for the notes must be completed on or before Friday, 
February 15, 1974. Payment for accepted tenders for the bonds, including interest fro 
February 15 to February 28, 1974 ($2,69337 per $1,000) must be completed on or before 
Thursday, February 28, 1974. Payments must be made at the Federal Reserve Bank or Bra 
or at the Bureau of Government Financial Operations in cash, 7-3/4% Treasury Notes of 
Series C-1974 or 4-1/8% Treasury Bonds of 1974, which will be accepted at par, or othe 
funds immediately available to the Treasury by that date. Where full payment is not 
completed in funds available by the payment date, the allotment will be canceled and t 
deposit with the tender up to 5 percent of the amount of securities allotted will be 
subject to forfeiture to the United States.

Commercial banks are prohibited from making unsecured loans, or loans collatera 
in whole or in part by the securities bid for, to cover the deposits required to be P 
when tenders are entered, and they will be required to make the usual certification 
that effect. Other lenders are requested to refrain from making such loans.

All bidders are required to agree not to purchase or to sell, or to make any ail­
ments with respect to the purchase or sale or other disposition of the securities 
under this offering at a specific rate or price, until after the closing hour for 
receipt of tenders for each particular issue.
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ANNOUNCEMENT BY 
THE STATE DEPARTMENT 

ON THE
WASHINGTON ENERGY CONFERENCE:

P r i n c i p a l  m e m b e rs  o f  t h e  U n i t e d  S t a t e s  D e l e g a t i o n  t o  
t h e  W a s h i n g t o n  E n e r g y  C o n f e r e n c e  w i l l  b e :  t h e  S e c r e t a r y  o f  
S t a t e ,  H e n r y  A. K i s s i n g e r ,  C h a i r m a n  o f  t h e  D e l e g a t i o n ;  t h e  
S e c r e t a r y  o f  t h e  T r e a s u r y ,  G e o r g e  S h u l t z ;  t h e  A d m i n i s t r a t o r  
o f  t h e  F e d e r a l  E n e r g y  O f f i c e ,  W i l l i a m  S im o n ;  t h e  C h a i r m a n  
o f  t h e  A t o m i c  E n e r g y  A g e n c y ,  D i x y  Lee  R a y ,  a n d  t h e  U n d e r  
S e c r e t a r y  o f  S t a t e  f o r  S e c u r i t y  A s s i s t a n c e ,  W i l l i a m  D o n a l d s o n .

When we h a v e ^ c o m p l e t e  i n f o r m a t i o n  o n  t h e  c o m p o s i t i o n  o f  
t h e  o t h e r  d e l e g a t i o n s ,  we w i l l  make  i t  a v a i l a b l e .

H o w e v e r ,  a t  t h i s  p o i n t  I  c a n  r e p o r t  t h a t  we h a v e  b e e n  
i n f o r m e d  b y  B e l g i u m ,  FRG, N e t h e r l a n d s ,  UK, I t a l y ,  C a n a d a ,  
Norway a n d  L u x e m b o u rg  t h a t  t h e i r  d e l e g a t i o n s  w i l l  b e  h e a d e d  
by F o r e i g n  M i n i s t e r s .  We h a v e  no  w o r d  a s  y e t  f r o m  t h e  o t h e r s  
(D e n m a rk ,  I r e l a n d  a n d  J a p a n ) .

I  c a n  a l s o  c o n f i r m  f o r  y o u  on  t h e  r e c o r d  t h a t  b e c a u s e  
o f  t h e  i n t e n s i v e  p r e p a r a t i o n s  now u n d e r w a y ,  a n d  i n  w h i c h  U n d e r  
S e c r e t a r y  D o n a l d s o n  i s  c e n t r a l l y  i n v o l v e d ,  i t  h a s  b e e n  d e c i d e d  
t h a t  h e  w i l l  n o t  v i s i t ^ c a p i t a l s  a s  p r e v i o u s l y  p l a n n e d .  R a t h e r  
f u r t h e r  e x c h a n g e s  o f  v i e w  w i t h  t h e  o t h e r  p a r t i c i p a n t s  i n  p r e ­
p a r i n g  f o r  t h e  c o n f e r e n c e  w i l l  t a k e  p l a c e  i n  c a p i t a l s  a n d  
t h r o u g h  o t h e r  d i p l o m a t i c  c h a n n e l s .

L e t  me a d d  t h a t  I  h o p e  i t  w i l l  b e  p o s s i b l e  t o  a r r a n g e  
a  p r e - c o n f e r e n c e  b r i e f i n g  f o r  y o u  a n d  I  w i l l  l e t  y o u  know 
when I  h a v e  s o m e t h i n g  f i r m  o n  t h a t .

I  c a n  t e l l  y o u  t h a t  t h e  t a s k  f o r c e  c o m p o s e d  o f  Mr. 
D o n a l d s o n ,  Mr. S o n n e n f e l d t ,  Mr.  L o r d ,  a n d  Mr. H a r t m a n  f r o m  
t h e  D e p a r t m e n t  a l o n g  w i t h  S e c r e t a r y  G e o r g e  S h u l t z  o r  J a c k  
B e n n e t t  o f  T r e a s u r y ,  C h a r l e s  C o o p e r  o f  t h e  NSC, W i l l i a m  S im on  
o f . t h e  F e d e r a l  E n e r g y  O f f i c e  h a v e  b e e n  m e e t i n g  d a i l y  w i t h  
t h e  S e c r e t a r y  o n  t h i s  s u b j e c t  a n d  w i l l  c o n t i n u e  t o  do s o  
a l l  t h i s  w e e k  d i s c u s s i n g  p o s i t i o n s  a n d  p a p e r s  a n d  d e v e l o p i n g  
p o l i c i e s  f o r  t h e  C o n f e r e n c e .

. We a l s o  a r e  now i n  t h e  p r o c e s s  o f  a n  e x c h a n g e  o f  v i e w s
t h e  o t h e r  p a r t i c i p a n t s .
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FOR IMMEDIATE RELEASE U  JANUARY 30, 1974

SIMON ANNOUNCES LIMITS 
ON PROPANE PRICE INCREASES

Federal Energy Administrator William E. Simon today 
announced a new regulation to limit future propane price 

increases.
The new regulation ties propane prices at the refinery 

level to actual crude oil cost increases but will permit re­

finers to vary the prices monthly.

"This new rule has the dual advantage of keeping propane 
prices in line with costs while giving the refiner price 

flexibility," Simon said. "The refiner will be able to raise 
his prices by amounts that, on an annual basis, will reflect 

only a penny-for-penny pass-through of the cost of the crude 

oil required to produce the product."

Propane is used for home heating,particularly in rural 
areas; for petrochemicals,and for crop drying. A barrel of 

crude oil usually yields three percent propane in the refining 
process.

The regulation change requires a refiner to limit the 

costs he passes along over one year's time to the percentage 
of propane sales volume of the refiner's total product sales 
volume.
E-74-39
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It will work like this: If the refiner has total 
increased costs (i.e., higher crude oil prices) equal to 

ten cents a gallon for all products over a year, and if 

his propane sales are three percent of his total sales, 

he will be able to pass along three percent of the ten 

cents, or three-tenths of a cent a gallon on propane over 

a year's time. He may decide to pass along the increase 
only in the months of October, November and December by 
raising his prices enough to collect the equivalent of 
three-tenths of a cent over a year•

"This new regulation change should help protect 
home owners who must rely on propane for heating against 
unusual price increases," Simon said.
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REMARKS BY THE HONORABLE W ILLIAM  E . SIMON  
ADM INISTRATO R, FEDERAL ENERGY O F F IC E , 

DEPUTY SECRETARY OF THE TREASURY 
BEFORE THE

NATIONAL ASSOCIATION OF MANUFACTURERS AND THE 
NATIONAL CHAMBER OF COMMERCE 

(WASHINGTON HILTON HOTEL), WASHINGTON, D.C. 
JANUARY 30, 1974 

1:15 P.M.

It is a great honor to participate with you today in 
the first joint public issues conference of the National 

Chamber of Commerce and the National Association of 

Manufacturers, I congratulate both Arch Booth and Doug 

Kenna on their success in putting this meeting together - 
you have a great turnout and you have selected a timely topic.

Before turning to the immediate question of our energy 
outlook over the next months, and the progress and programs we 

at the Federal Energy Office have made in the last seven weeks, 

I would like to make a few comments.
Last December 3, on the day before the Federal Energy 

Office was created, Lou Harris, of the Harris Poll, appeared 

before a Senate subcommittee to report on a survey of public 

attitudes of confidence in American Government.
Here's a quote from Mr. Harris' remarks, "There may be 

islands of hope across the broad land of ours, but a central

E-74-38
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as well as the National Association of Manufacturers to 

requests for voluntary energy conservation has been magnificent. 
Many major enterprises have implemented company-wide energy 
conservations programs. These are already yielding solid 

results. The corporate executives of these companies, however, 

have made their opinions clear on one point. They insist that 

if the Federal Government sets only broad conservation guide­
lines, individual companies will achieve those goals in ways 

which complement their unique corporate circumstances. I 
agree with this philosophy, and that is our approach to 

industry conservation.

Because of this flexible approach, hundreds of major 

companies have achieved, through their own decision-making 

processes, reductions of 15-20 percent in energy consumption 

by streamlining operations. We wish to set policy that 
produces results with a minimum of inconvenience to each 
industry.

Many of your companies have told me that fuel supply 

problems are being minimized by adopting energy management 

programs which include:

—  top management commitment to energy conservation,

—  an audit of all energy usage within the company,

—  tough, measurable goals for energy savings, and
—  an information campaign among employees, suppliers, as we 

as customers, on the need for energy conservation.

A careful audit of energy use is, of course, a crucial



Today, even with the oil embargo, we are importing 
about 5 million barrels of oil a day, and post embargo 
we will be importing some 7 million barrels of oil a day. This 

illustrates the imbalance between our supply and our demand.
The fact that demand has been increasing at a rate of 

between 4 and 5 percent a year over the last two decades and

U.S. production has not increased —  is not contrived.
The energy crisis will not be a question of contrivance 

or credibility much longer. Like it or not, American consumers—  

all of us __ have entered a period when energy shortfalls will 

become a fact of life.
Our economy must adapt from a low-cost, abundant energy 

base to a high-cost, scarce energy base. While we expected 
this change to occur gradually during the 1970's, recent OPEC 
and Arab actions raising prices and boycotting exports to the 

U.S. as well as other countries have caused the change to be 

sudden and traumatic.

Furthermore, we have had an overwhelming 
response to our requests for energy conservation. As Mr. Harris 
findings indicate, our people want to make our institutions work. 

They are not just interested in knowing how much discomfort 
they will have to accept today, but what they can do to translate 

voluntary energy conservation into a new and lasting energy 

conservation ethic.
The response by members of the U.S. Chamber of Commerce
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fact is that as a nation, as a people, disaffection and 

disenchantment abound at every turn. ...On a scale of power­

lessness, cynicism, and alienation used by the Harris firm 

since 1966, an average of 55% of the American people expressed 

disenchantment, compared with not more than 29% who felt that 
way only seven years ago."

According to Mr. Harris, the American people are disenchante| 

with nearly every dimension of the social and economic spectrum: 
medicine, organized religion, organized labor, major companies - 

declined in their expression of confidence.

What most impressed me about these findings# however, was 

that people want change not change to overthrow the system, but 

to make it work the way they think it should.
In the two months since the Federal Energy Office was 

established, I have found myself oftentimes reflecting on these 

problems. The questions of "confidence," and the "willingness 

to participate" are crucial to this quest for energy independen'

When people ask me "Is there really an energy crisis?" or 
"Isn't the energy crisis contrived?", I am disturbed. We are 

faced today with a very real crisis.

For years now the experts have been warning us that the 

U.S. and the world's other industrialized nations have been 

heading for an energy crisis. In fact, it may be the only 
crisis, that all of the experts agreed upon. The energy c r i s i s  

is not contrived.



element m  this program. An excellent booklet, "A Guide to 

Energy Management," has just been published by the American 

Society of Association Executives, and will be obtainable 

through your business or professional association.

The strong leadership exhibited within the business 

community by the U.S. Chamber of Commerce and the National 

Association of Manufacturers is responsible for this successful 
energy conservation effort. I have every confidence that they 
will continue to urge the business community to be responsive 
to our long-range goal of energy self-sufficiency.

From New England we have evidence that as a result of 

conservation measures, residential heating oil consumption 

has been cut by 20 percent, even after allowing for warmer 
weather.

We believe that these same kind of results are going to 
translate nationally into a 15 percent reduction because 

consumers have turned their thermostats down six degrees and 

industry 10 degrees.

Energy conservation, which we can influence, and weather, 

which we cannot, are our greatest cushions against 
rationing.

As you know, we have taken vigorous action:

—  we established a mandatory allocation program,

—  we set voluntary conservation measures,

—  we proposed key legislation to revitalize domestic 

energy production,
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—  and we implemented new policies to provide incentives 

for increased domestic production.

Our energy policy has been directed at one goal: to 

balance supply and demand through energy conservation measures, 

increased domestic production, and allocations without cutting 
back jobs, or infringing on the long-term vitality of our 
economy.

I believe, however, and I think the majority of the 
American people share this view, that rationing should be 

implemented only as a last resort. Because what we're really 
talking about is adding 17,000 employees and one and one-half 

billion dollars to the Federal budget to administer a program 

which —  no matter how equitable —  cannot guarantee that 

there will be gas for your car, heating oil for your home, or 

electrical power for your business. This is not to mention 

the imposition of this terrible burden on the 
American people and subsequent loss of an important freedom.

The critical challenge we face in the months and years 

ahead will be to translate our energy policy into new 
attitudes, values, and patterns of action that will give us 

the ability for energy self-sufficiency.

In order to achieve this, we are taking a five-fold 

approach to the development of sound energy policy:
First, we must establish a central energy organization. 

The creation of the Federal Energy Office is a major step in 

that direction. In the long run, however, it is essential
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that we have legislation to create a Department of Energy 

and Natural Resources. It's worth noting that every Commission 

on government reorganization since the Hoover Commission has 

recognized the need for a Cabinet level department to oversee 

natural resources policy and programs.
Second, we must develop a new short and long-range "energy 

conservation ethic" in this country that will dampen the 

runaway growth in energy demand. Some estimates indicate that 

thirty to forty percent of the energy produced in the U .S . today 

is wasted. One analysis shows that the 210 million people in 

America, in effect, waste as much energy as the 110 million 

people in Japan consume.
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We simply cannot afford to allow the growth in energy demand 

to continue to outpace our productive capacity —  as it does 

now, and would, even without the oil embargo.
Third, we must accelerate the development of our massive 

untapped domestic energy resources, through Project Independence 

With almost half the free world's known coal reserves, we have 
enough coal to meet our total energy needs for centuries. And 

we have the equivalent of one trillion 800 billion barrels of 
oil locked in our massive oil shale reserves in Colorado, 

Wyoming, and Utah, enough to last more than a century.
We should move vigorously to accelerate the pace of oil 

and natural gas leasing on the Outer Continental Shelf. It 

seems incredible, but with an estimated 40 percent of our 
potential oil and natural gas deposits on the OCS, less than 
3 percent of the OCS has been leased in the twenty-odd years 

since the program was originated.

And there are an estimated 100 billion barrels of oil 
reserves on the North Slope, in Naval Petroleum Reserve No. 4 

in Alaska, and off the Alaskan Coast.

We simply can no longer afford to allow these critical 

resources to lie undeveloped, or underutilized.
Fourth, we must develop a new relationship between 

government and industry to ensure that we have an accurate, 

and timely auditing process to cover every aspect of the
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energy situation. We have already taken firm action, within 

existing powers, to get that kind of information as soon as 

possible. And, where additional authority is required we have 
asked the Congress to enact the needed legislation.

Fifth, we must forge a new structure of international 

cooperation within the world community, between producing and 
consuming nations.

The international implications of the energy crisis are 

profound because of the obvious economic and national security 

ramifications. For this reason, President Nixon has called 

a meeting on February 11 with the major oil consuming nations 

of the world to be followed by a meeting of the consuming 
and producing nations of the world. This is a major step to 
address our mutual problems.

The energy crisis has not only brought a change in our own 
attitudes and values, but those of nearly every member of the 
world community.

Today, all of the industrialized nations —  with the 

exception of the Soviet Union, the only one that is self- 

sufficient in energy —  are essentially competing for limited 

supplies in a market with dramatically escalating prices.

This phenomena has already touched our own hemisphere. 
Venezuela's oil production, for example, has already begun to 
level off.
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During the past nine months our imports from Canada have 

fallen steadily. The reason for this is the policy adopted by 
the Canadian Government to restrict its oil exports to the 

United States. This policy was given momentum by the Arab 

boycott.

Canada suffers from a geographic imbalance in its supply 

and demand for oil. Canada’s western provinces are rich in 

oil and natural gas; this regional surplus has been exported 

to the U.S. and is now at a current daily rate of 860,000 barrels 
per day. The eastern provinces, on the other hand, have depended 

on oil imports. In fact, our Canadian neighbors import almost

600,000 barrels of oil daily from other countries through 
Portland, Maine.

There have been a number of instances of long-standing 

consumers of Canadian oil having been cut off from their 
traditional supplies. In some instances, these curtailments 

have been reversed, but only on a month-to-month basis. This 
makes planning by U.S. consumers extremely difficult. There have 

also been problems with the supply of Canadian natural gas to 
the northwestern part of the U.S. and rapidly escalating prices 

for both Canadian natural gas and oil as a result of export taxes 

imposed by the Canadian national government and the Government 
of British Columbia.

I will meet tomorrow with the Canadian Energy M in iste r , 
Donald Macdonald to discuss these problems. We will also discuss

longer term issues, such as the possible joint construction of
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the McKenzie Valley pipeline which would carry natural gas some 

5400 miles from Alaska to the Canadian-U.S. border, development 

of the Athabasca tar sands, and the problems between our two 
nations relative to passage of oil and gas through pipelines.

The United States is interested in cooperating with the 

Canadians in these projects. However, we must first resolve 

some of the short-term problems that now separate our two 

nations.

I look forward to the meeting tomorrow, and have every 

confidence that it will be productive in serving the needs of 

the Canadians and ourselves.

Clearly we are now at a turning point in our energy 

production and use patterns. The fallacy that we could safely 

depend on foreign supplies is now glaringly exposed. So too 

is our national propensity to waste, a propensity nurtured 

over the years by seemingly endless abundance.
The alternatives are starkly clear. We as a nation can 

develop our own energy patrimony and use it with uncharacter­

istic wisdom, or we can drift from crisis to crisis until 

inevitably we will have to accept both a sharply lower 

standard of living and a position of dependency in international 
affairs.

I know that America has the will, the resources, and 

the leadership to meet the energy challenge. Make no mistake
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about it —  the real challenge is a challenge of attitudes 
and of values. It is a challenge to our individual and 

collective determination to develop the full potential of 
our resources.

I am asking each of you, today, to join us in that
task.

Thank you.

o 0 o



Department of theTREASURY
Washington, o x .  20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE January 31, 1974

TREASURY’S 52-WEEK BILL OFFERING
The Treasury Department, by this public notice, invites tenders for 

$1,800,000,000, or thereabouts, of 364-day Treasury bills for cash and in exchange 
for Treasury bills maturing February 12, 1974 , in the amount of $1,801,085,000.
The bills of this series -will be dated February 12, 1974 , and will mature
February 11, 1975 (CUSIP No. 912793 VG8).

Hie bills will be issued on a discount basis under competitive and noncom­
petitive bidding as hereinafter provided, and at maturity their face amount will 
be payable without interest. They will be issued in bearer form only, and in 
denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the closing 
hour, one-thirty p.m., Eastern Daylight Saving time, Wednesday, February 6, 1974. 
Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
fc>000. In the case of competitive tenders the price offered must be expressed on 
■the basis of 100, with not more than three decimals, e.g., 99.925. Fractions may 
not be used. It is urged that tenders be made on the printed forms and forwarded in 
the special envelopes which will be supplied by Federal Reserve Banks or Branches 
on application therefor.

Banking in s titu tio n s  generally  may submit tenders fo r account of customers 
provided the names of the customers are se t fo rth  in  such tenders. Others than 
banking in s titu tio n s  wi l l  not be perm itted to  submit tenders except fo r th e ir  own 
account. Tenders w ill  be received without deposit from incorporated banks and t ru s t  
companies and from responsible and recognized dealers in  investment s e c u r it ie s . 
Tenders from others must be accompanied by payment of 2 percent of the face amount 
°£ Treasury b i l l s  applied fo r , unless the tenders are accompanied by an express 
guaranty of payment by an incorporated bank or t r u s t  company.

(OVER)
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I m m e d i a t e l y  a f t e r  t h e  c l o s i n g  h o u r ,  t e n d e r s  w i l l  b e  o p e n e d  a t  t h e  F e d e r a l  Iwr.rrvo 

B a n k s  a n d  B r a n c h e s ,  f o l l o w i n g  w h i c h  p u b l i c  a n n o u n c e m e n t  w i l l  b e  m a d e  b y  t h e  T re a s u ry  

D e p a r t m e n t  o f  t h e  a m o u n t  a n d  p r i c e  r a n g e  o f  a c c e p t e d  b i d s .  O n l y  t h o s e  s u b m i t t i n g  

c o m p e t i t i v e  t e n d e r s  w i l l  b e  a d v i s e d  o f  t h e  a c c e p t a n c e  o r  r e j e c t i o n  t h e r e o f .  Tin- 

S e c r e t a r y  o f  t h e  T r e a s u r y  e x p r e s s l y  r e s e r v e s  t h e  r i g h t  t o  a c c e p t  o r  r e j e c t  a n y  nf 

a l l  t e n d e r s ,  i n  w h o l e  o r  i n  p a r t ,  a n d  h i s  a c t i o n  i n  a n y  s u c h  r e s p e c t ,  s h a l l  b e  final .  

S u b j e c t  t o  t h e s e  r e s e r v a t i o n s ,  n o n c o m p e t i t i v e  t e n d e r s  f o r  $ 2 0 0 , 0 0 0  o r  l e s s  w i t h o u t  

s t a t e d  p r i c e  f r o m  a n y  o n e  b i d d e r  w i l l  b e  a c c e p t e d  i n  f u l l  a t  t h e  a v e r a g e  p r i c e  (in 

t h r e e  d e c i m a l s )  o f  a c c e p t e d  c o m p e t i t i v e  b i d s .  S e t t l e m e n t  fo r -  a c c e p t e d  t e n d e r s  in 

a c c o r d a n c e  wi t h  t h e  b i d s  m u s t  b e  m a d e  o r  c o m p l e t e d  a t  t h e  F e d e r a l  R e s e r v e  Rank <>n 

February 12, 1974 ' ,  i n  c a s h  o r  o t h e r  i m m e d i a t e l y  a v a i l a b l e  f u n d s  o r  in  a  l i k e

face amount of Treasury bills maturing February 12, 1974; provided, however, 
that settlement for tenders submitted to the Federal Reserve Banks of New York, 
Chicago, and Philadelphia, and to the Federal Reserve Bank Branches in Buffalo 
and Detroit, must be completed at those Banks and Branches on February 13,.1974, 
and must include one day's accrued interest if settlement is made with other 
than Treasury bills maturing February 12, 1974. Cash and exchange tenders will 
receive equal treatment. Cash adjustments will be made for differences between 
the par value of maturing bills accepted in exchange and the issue price of the 
new bills.

U n d e r  R e c t i  o n e  4 5 4 ( b )  a n d  1 2 2 1 ( 5 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  o f  1 D54 t h e  animml 

o f  d i s c o u n t  a t  w h i c h  b i l l s  i s s u e d  h e r e u n d e r  a r e  s o l d  i s  c o n s i d e r e d  t o  a c c r u e  when tin' 

b j I I s  a r e  s o l d ,  r e d e e m e d  o r  o t h e r w i s e  d i s p o s e d  o f ,  a n d  t h e  b i l l s  a r e  e x c l u d e d  from 

c o n s i d e r a t i o n  a s  c a p i t a l  a s s e t s .  A c c o r d i n g l y ,  t h e  o w n e r  o f  T r e a s u r y  b i l l s  ( o t h e r  M  

l i f e  i n s u r a n c e  c o m p a n i e s )  i s s u e d  h e r e u n d e r  m u s t  i n c l u d e  i n  h i s  i n c o m e  t a x  r e t u r n ,  at; 

o r d i n a r y  g a i n  o r  . l o s s ,  t h e  d i f f e r e n c e  b e t w e e n  t h e  p r i c e  p a i d  f o r  t h e  b i l l s ,  whether 

o n  o r i g i n a l  i s s u e  o r  o n  s u b s e q u e n t  p u r c h a s e ,  a n d  t h e  a m o u n t  a c t u a l l y  r e c e i v e d ,  e i t hd  

u p o n  s a l e  o r  r e d e m p t i o n  a t  m a t u r i t y  d u r i n g  t h e  t a x a b l e  y e a r  f o r  w h i c h  t h e  r e t u r n  in 

m a d e ; .

T r e a s u r y  D e p a r t m e n t •C i r c u l a r  N o .  4 1 0  ( c u r r e n t  r e v i s i o n )  a n d  t h i s  n o t i c e ,  p r e ­

s c r i b e  t h e  t e r m s  o f  t h e  T r e a s u r y  b i l l s  a n d  g o v e r n  t h e  . c o n d i t i o n s  o f  t h e i r  i s s u * .  

C o p i e s  o f  t h e  c i r c u l a r  m a y  b e  o b t a i n e d  f r o m  a n y  F e d e r a l  R e s e r v e  Bank  o r  Braini i .
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REMARKS BY THE HONORABLE WILLIAM E. SIMON 
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NATIONAL ACADEMY OF SCIENCES AUDITORIUM 

2101 CONSTITUTION AVENUE, N.W.

Good morning, and thank you for the opportunity to speak to 

this very distinguished forum. I want to thank Dr. Phillip Handler, 

your President, for inviting me to participate. Dr. Robert Adam, the 

Chairman of this session, has brought together a very capable group 

of panelists which I am pleased to see includes A1 Weinberg, one of 

the Academy's esteemed colleagues, and now one of mine.

All of you are well aware of the energy problems our nation 

and the world face. We have consumed our domestic petroleum supply 

at a record pace.

While we have been rapidly using petroleum fuels, we have failed 

to develop alternate sources of energy.

At some risk of exaggeration, let me begin by asserting that 

|°Ur energy problems are largely the result of mistaken policies

WASHINGTON, D.C.
TUESDAY, JANUARY 29, 1974, 11:00 A.M.
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been sacrificing the long-run interests of onr nation to secure 

short-run objectives such as unrealistically low prices, wasteful 

patterns of consumption, and the too rapid application of environ! 

mental controls and restrictions. Now, unfortunately, we are pay: 

for these policies.

As a result of our policies toward gas, coal, oil, and nuclei 

power, we have become increasingly dependent on imported oil and, 

in particular, oil from the Middle East. And as recent events 

indicate, this dependence poses a major foreign policy and econom; 
problem for the United States.

The short-term emergency measures taken by Government and 

industry, and the voluntary response of the public, have reduced 

demand. One of our primary objectives is to insure that this will 

continue. To a great extent success in this effort will depend 

on government leadership and the public's support.

A  central concern of many Americans today is whether there 

really is an energy crisis or whether it is all contrived. Many 

people just don't believe that we are really short of energy or 

understand why.

The energy crisis is extremely complex, and easily misunder­

stood or distorted. It's easy for all of us to point the finger 

of blame. It's not so easy for everyone involved to accept a 

of the fault, and to help resolve the crisis.
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The important thing to understand is that the energy crisis 

is not a conspiracy. The very fact that even with the eiribargo we 

are importing about 5 million barrels a day, and post-embargo we 

will import some 7 million barrels a day shows the imbalance 

between demies tic demand and supply.

The fact of the matter is that this shortage was not contrived. 

It was not contrived that domestic oil exploration would peak in 

1966 and that production would peak in 1970. It was not contrived 

that United States energy demand would grow by  4 to 5 percent each 

year over the past 20 years.

Over the past several years, a series of government actions 

and inactions have discouraged energy research, development 

and proper utilization of energy in this country. Environmental 

jconstraints have discouraged the burning of coal, and speeded up 

the shift by factories and power plants from coal to oil.

The use of nuclear energy is negligible. Less than 1 percent 

of this country's energy is supplied by nuclear power plants. With 

proper commitment now, there's no reason that this source of 

jenergy could not contribute 10 percent by 1985.

Offshore d rilling  has not progressed fast enough to o ffset  

the decline in domestic production.



The construction of super ports in the United States has beet 

retarded, thus denying us the transportation economies of the 

super tankers.

Additional refinery capacity has been discouraged not only bj 

environmental constraints but also by the Mandatory Oil Import 

quota system which was not revised until April, 1973.

At the same time that domestic refining was being discouragec 

tax benefits and other incentives attracted investment to the 

Caribbean and other areas.

Thus while demand was growing, domestic supply was shrinking. 

To meet domestic demand, we turned to overseas producers. In four 

short years, our dependence on imports grew, from 22 percent in 19 

to 35 percent in 1973. Roughly half of this supply has come from 

the Persian Gulf and this is why we are so vulnerable to the Arab 

embargo.

Thus, I think you can see that the problem is real. The caus 

are known and we are at a point where actions are needed.

We must adopt a national energy policy, which will encompass 

five basic areas:

- We must create a central energy organization in the Federa 

Government, to bring together under one roof energy policy

and implementation.
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- We must establish a permanent energy conservation ethic.

- We must establish a framework of international cooperation 

with respect to energy.*

- We must forge a new relationship between government and 

industry, and finally

- We must move forward without delay on Project Independence, 

a significant part of which includes major expansion of 

energy research and development.

These five parts, though separate and distinct, must work 

together in support of our national purpose.

Let me elaborate briefly on several of these major efforts.

With respect to conservation, the recent embargo has forced 

us to reduce energy consumption. We must now strive to make this 

a permanent part of our national life. It must become for every 

American a new energy ethic —  a war on waste.

Further, our energy policy calls for a joint effort between 

government and industry as we seek to develop our domestic resources. 

We need industry cooperation in providing adequate information 

about the energy situation. The information we now have to work 

with is not adequate and its reliability cannot be checked. We 

must develop a permanent energy information system with a built- 

in auditing program on every aspect of the energy situation —  

reserves, refining operation, inventories and production costs —
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so that we will then be in a better position to assure the American 

people that our energy data is accurate and not subject to the 

charge that it can be manipulated by industry.

The potential impact of shortages of energy supplies on 

the world economy is staggering and we must strive for a compat- 

ability between our domestic policy and international relations. 

Thus, we must seek international cooperation with respect to 

conservation efforts, research and development, and pricing policy. 

We must work together in developing energy resources and maintaining 

a healthy world economy in which energy exporting and energy 

importing nations prosper together.

Also, we must push forward in the development of our domestic 

energy resources, through Project Independence. This includes 

further development of oil and gas in Alaska and the outer 

continental shelf, greater utilization of coal, of which we have 

a supply unmatched by any other country in the world, further 

development of oil shale and nuclear power, and added efforts toward 

development of geothermal and solar power.

All of these efforts are essential to any comprehensive 

policy for solving our present and future energy problems. Today#

I would like to concentrate on just one of them —  Project 

Independence and the need for greater research and development. I 

want to discuss the short-term, intermediate, and long-term efforts



we see as necessary.
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In the short term we must concentrate on the existing state 

of the art. There are some prompt and obvious steps we can take.

There are several things we can do to achieve a modest 

increase in production over the short run. Crude oil supply could 

be raised by about 200,000 barrels per day by opening the Elk 

Hills Naval Petroleum Reserve, renewing drilling in the Santa 

Barbara Channel, and increasing the maximum efficient rates of 

lifting oil in several Texas fields.

However, the only way we will be able to meet the immediate 

crisis is to conserve fuel. The U.S. economy must adapt from 

a low-cost, abundant energy base to a high-cost, scarce energy 

base. While we expected this change to occur gradually during 

the 1970's, the boycott and price hikes by OPEC have caused this 

change to be sudden and traumatic. It is important that the 

American people realize that the current shortage is not a temporary 

aberration. Scarce, high-cost energy will be the rule for many 

years if not indefinitely. The occurrence of the boycott merely 

means that we must reorder our priorities and modify our life 

styles now, and not a few years from now.

Many of these steps involve environmental risks, concerns that 

many of you have so ably articulated. I assure you that the
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Administration shares these, and that the Government intends to 

to take all reasonable measures to prevent the fouling of our 

air and water, and the destruction of our land. Any relaxation of 

environmental standards will be temporary, will be carefully 

monitored, and will have a definite terminal date.

Some may conclude that to support energy is to oppose the 

environment. Some environmental measures have contributed to the 

energy crisis. There is no question about that. However, 

because of the environmental movement we now have cleaner refineries 

and safer drilling techniques. The environmental movement has 

contributed to our well-being and that of the energy industry.

What we now need most of all is balance.

The moderation or elimination of these environmental risks 

offers a worthy challenge to your scientific endeavors. We'll 

need all the help you can give us, and I'm sure that your 

contributions will be invaluable. We ask you to join us in 

the difficult work of preserving our natural legacy without 

cutting off the energy circulation that keeps our economic body 

alive.

Science must teach us how to develop adequate energy 

resources that are compatible with environmental preservation.
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Let me elaborate a little about the actions we should take 

now to enable us to employ, in the mid-term, the next 10 to 15 

| years, some of our huge stores of energy-producing material.

Coal is our most abundant energy resource. We must improve 

our coal mining methods —  both surface and underground —  so 

that we can mine it in ways that preserve or restore the land.

We will assist the scientific community in intensifying the 

development of technologies for converting coal to cleaner fuels by 

gasification or liquefaction.

To allow for direct combustion of coal in or near our 

cities, we must advance quickly with de-sulphurization techniques. 

Present methods remove particulates from the stack smoke, but 

not the noxious gasses. Stack-gas cleanup is a high priority 

program.

A trillion 800 billion barrels of oil lie locked in the oil 

shale of our western states. We must turn the key. Recovery of 

oil from shaleis becoming economically feasible and we must start 

to tap this resource.

In the past it has taken almost 10 years to build a nuclear 

generating plant —  to find a site, cut through all the red tape, 

settle the litigation, design and build the plant. That's totally

unacceptable.
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Technologies for improving energy shortage —  high performance 

batteries or electrical cells —  could contribute to an increase 

in supply. Even more important is research to increase efficiency 

in energy conversion. We get, as useful output, roughly one-third 

of the energy potential of fossil and nuclear fuels. The rest 

dissipates as we waste heat. Our goal should be to step up the 

conversion efficiency to something over 50 percent.

Members of your Academy will play a major part in shaping 

the many changes that lie ahead. Mass transit systems will have 

to be designed and improved. We'll need more efficient engines 

for automobiles. From now on, every building we put up, frcm 

split-level to skyscraper, will have to be designed and constructed 

with energy efficiency in mind. Better insulation, reduced cooling 

and heating requirements, different ways of lighting our factories, 

offices, and homes —  these are just a few of the changes we'll 

make as we adapt to the energy realities of the future. Your 

creativity and expertise will be called upon to assist in building 

this energy fethic.

Finally, we must begin now to accelerate the search for 

virtually inexhaustible energy sources. The breeder reactor may 

hold such a promise. Others look upon fusion as an ultimate 

source. Still others foresee the use of solar energy, either directly
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for cooling and heating, or applied to energy-conversion processes. 

We would be derelict if we neglected any of these avenues.

To make these R and D dreams come true, the Federal Govern­

ment will have to create the stimuli to produce the desired 

response.

For the last five years, the President has provided for a

continual expansion of our efforts in energy research and

development. Federal funding increased almost 75 percent from

$382 million in Fiscal Year 1970 to $672 million in Fiscal

Year 1973 and was then raised to $1 billion for Fiscal Year 1974.

Last June the President announced a commitment to an even more

rapid acceleration of this effort through a $10 billion Federal

program over thenext five years, and he stressed that we would

spend whatever additional sums were reasonably necessary.

Last week, the President announced that in Fiscal Year 1975 —

the first year of the five-year energy R&D program —  total Federal

commitment for direct energy research and development will be

increased to $1.8 billion, almost double the level of a year ago.

it is only through such an accelerated research and development

Program that we can achieve the ability for self-sufficiency in 
energy.
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Americans have a history of turning obstacles into 

opportunities, of using crisis as a fcatalyst for change.

Our word '‘crisis" comes from the Greek word for decision.

We are at a decision point in our national history.

I am confident that, with your mature and objective 

judgments helping to formulate them, our major policy decisions 

will be sound ones. I am confident that the scientific community 

will make immeasurable contributions in support of these decisions.

I am confident that working together here in America we will see this 

percent crisis through, move to the solution of the long-range 

problems, and in the end this will assure a greater security for 

everyone.

We can solve our energy problems by developing our domestic 

resources. We have the necessary technical know-how, we have the 

resources, all we need is the commitment to make the necessary 

investments now.

—FSO—
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The price of crude oil is an important issue for the 
American people in 1974. The ongoing rise in oil prices, 
which stems directly from the embargo imposed in the Middle 
East late last year, is having a significant effect on our 
society and our economy. The oil price rise adds directly 
to the already virulent inflationary pressures we face.
The shortage and the price rise are both factors that are 
now depressing economic activity. They mark the beginning 
of a pervasive, long-term change in the life style of nearly 
every American. And they entail a small but noticeable drop 
in our standard of living.

This last point is worth pursuing for a moment, because 
it is not widely understood. There is considerable confusion 
about cause and effect. When prices rise because of a shortage 
of something as important to our*consumption patterns as oil 
has been —  a commodity for which no immediate substitute is 
available —  then our total consumption, i.e., our standard 
of living, declines. There is no escaping that short-run 
result; the existence of a shortage insures it. Under these 
circumstances, whatever happens to prices —  whether they 
rise as they would normally do in a free market or whether 
that rise is suppressed by controls —  the shortage remains.
And it is the reduced supply, not the price increase, that 
causes the decline in the standard of living. This happened 
with food in 1973 and is happening now with oil.

But the fact that the shortage is primary and the price 
rise secondary does not mean that what happens to prices is 
unimportant. Quite the contrary; what we have here is the 
classic economic role of prices as the signal flags that 
communicate the need for fundamental changes. The rise in 
crude oil prices tells producers of the need to develop new 
sources of supply and tells consumers that their use of oil 
roust be curbed.
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These signals are of vital importance. Pervasive changes 
in the consumption patterns of the American people must take 
place over the next few years. As Bill Simon likes to put it, 
"We have been energy wastrels and we must change our ways."

I know of no effective mechanism for accomplishing this 
long-run adjustment except by permitting oil prices to rise 
substantially above their pre-embargo levels. This proposition 
is frequently, though by no means universally, recognized. It 
is carefully recognized in the Bill we are considering today,
S. 2885, which would require the President to set ceiling 
prices on crude oil and products that would avoid price increases 
"... in excess of those that would have the function and effect 
of increasing long-run supply, diminishing long-run demand, 
and allocating said products to their most valuable uses."
It is also recognized in the present price controls —  for 
example, in the ruling that exempted "new" domestic crude 
oil from regulation.

But while there is some agreement on the need for oil 
prices to move over time to their long-run equilibrium levels, 
there is not likely to be agreement on what that level is, 
on how long the "long run" is, or on whether it is useful for 
the price of oil to rise above its long-run equilibrium level 
in the meantime. On the first two of those questions, the 
Department of the Treasury has made estimates —  $7.00 per 
barrel for the long-run price with the "long run" arriving 
in three years —  as a part of its proposal for an Emergency 
Windfall Profits Tax. Although precise estimates were 
required for the tax proposal, there can be no confidence 
in the exactness that is implied by those numbers. One only 
has to recall the long history of premature forecasts of the ■ 
arrival of competitive atomic power to appreciate the uncertainty 
that surrounds estimates of long-run equilibrium prices.

The question of near-term prices is, perhaps, even more 
difficult. The basic issue here is whether or not prices of 
crude oil should be rolled back from present levels. In general/ 
I think that question should be answered in the negative.

There is a major question about the effectiveness of 
price controls on commodities for which a large share of our 
supply is imported. If a price ceiling is placed on foreign 
oil at a level below what the seller can obtain outside the 
United States, no foreign oil will be available to us. If> 
however, domestic prices are controlled while import prices
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are not (which is in part the current situation), and if 
foreign sellers charge all that the market can bear, U.S. 
importers will be willing to pay as high a price for foreign 
oil as is necessary to meet consumer demand in this country 
at the average price for domestic and foreign crude. This 
means that placing a lid on domestic oil prices will have the 
effect of raising the price paid for foreign oil. In fact, 
the more we suppress the price of domestic oil, the more that 
will raise the price of foreign oil, without significantly 
changing the average price. Thus, controlling the price of 
domestic oil does not —— as soon as this process works its 
way through the system -- reduce the average price of oil 
products paid by consumers. Before long, the American consumer 
ends up paying as high a price for petroleum products as he 
would have paid if no price controls existed. By the same 
token, the windfall profits that accrue to owners of crude 
oil will not be eliminated. The only effect of the price 
controls under these circumstances is to shift the windfalls 
from owners of domestic oil to owners of foreign oil.

Beyond that fundamental question, I think a major rollback 
of prices on all crude oil would have several important and 
undesirable consequences. First, there is a need to allocate 
efficiently the smaller supplies of petroleum that are available. 
Energy consumption is being reduced in a variety of ways: 
through voluntary conservation, through mandatory allocation, 
and through higher prices. The rise in oil prices in recent 
months is, I think, as important for this purpose as was the 
rise last summer in soybean prices and the rise in lumber 
prices during 1972 and early 1973. In both of those cases, 
the rise in prices helped to allocate the reduced supply.
In both cases, prices today are well below their earlier 
levels.

We should also recognize that the voluntary and mandatory 
allocation methods we are using are not without cost. For 
example, when trucks are slowed to 55 miles per hour, the 
efficiency of our transportation system is reduced, which 
means that we will have to pay more for all goods transported 
by truck. Waiting in line at service stations is not only 
a pain in the neck but is also inefficient. Allocation 
through higher prices avoids these costs.

Second, a rollback of crude oil prices would reduce 
current domestic production. In view of the imbalance between 
supply and demand and the widespread expectation that prices
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a r e  g o i n g  s t i l l  h i g h e r  h e r e  a t  h o m e ,  a n d  i n  v i e w  o f  t h e  
p r i c e s  c u r r e n t l y  b e i n g  p a i d  a b r o a d  f o r  c r u d e  o i l ,  a p r i c e  
r o l l b a c k  w o u l d  d i s s u a d e  p r o d u c e r s  f r o m  e x p a n d i n g  s u p p l y  f r o m  
p r e s e n t l y  a v a i l a b l e  s o u r c e s  a n d ,  i n  m a n y  c a s e s ,  w o u l d  b r i n g  
a b o u t  a r e d u c t i o n  i n  c u r r e n t  p r o d u c t i o n ,  i . e . ,  i n  a n t i c i p a t i o n  
o f  s e l l i n g  t h e  c r u d e  a t  s i g n i f i c a n t l y  h i g h e r  p r i c e s  a t  
a  l a t e r  t i m e .

T h i r d ,  a  m a j o r  r o l l b a c k  w o u l d  d i s c o u r a g e  t h e  l o n g - r u n  
i n v e s t m e n t  c o m m i t m e n t s  f o r  e x p l o r a t i o n  a n d  d e v e l o p m e n t  o f  n e w  
d o m e s t i c  e n e r g y  s o u r c e s  t h a t  m u s t  b e  m a d e  n o w  t o  m o v e  t o w a r d  
s e l f - s u f f i c i e n c y  b y  1 9 8 0 .  T h i s  p o i n t  i s  r e c o g n i z e d  i n  S. 2885 
b y  t h e  p r o v i s i o n  f o r  e x c e p t i n g  n e w  s u p p l y  s u b j e c t  t o  a d e t a i l e d  
p r o j e c t i o n  o f  t h e  i n v e s t m e n t  e x p e c t e d  t o  r e s u l t  f r o m * s u c h  an 
e x c e p t i o n .

F o u r t h ,  t h e r e  i s  a  f u r t h e r  c o s t  t o  p r i c e  c o n t r o l s  i n  the 
f o r m  o f  v a r i o u s  e c o n o m i c  d i s t o r t i o n s  t h a t  i n e v i t a b l y  d e v e l o p  
w h e n  p r i c e s  a r e  s u p p r e s s e d .  I f  w e  h a v e  l e a r n e d  o n e  t h i n g  
d u r i n g  t h e  t h i r t y  m o n t h s  o f  t h e  E c o n o m i c  S t a b i l i z a t i o n  P r o g r a m ,  
i t  i s  t h a t  p r i c e  a n d  w a g e  c o n t r o l s  c a n  c a u s e  s e r i o u s  e c o n o m i c  
d i f f i c u l t i e s .  B u y e r s  a n d  s e l l e r s ,  b o t h ,  c a n  a l w a y s  f i n d  w a y s  
t o  c i r c u m v e n t  t h e  r e g u l a t i o n s  i n  w a y s  t h a t  o f t e n  i n v o l v e  
s u b s t a n t i a l  w a s t e  a n d  i n e f f i c i e n c y  f o r  t h e  i n d u s t r y  a n d  t h e  
e c o n o m y .

H o w  t h e s e  e c o n o m i c  d i s t o r t i o n s  m i g h t  d e v e l o p  i n  t h e  
p e t r o l e u m  i n d u s t r y  i s  d i f f i c u l t  t o  a n t i c i p a t e .  I h a v e  a l r e a d y  
m e n t i o n e d  t h e  p r o b a b i l i t y  t h a t  c u r r e n t  p r o d u c t i o n  o f  c r u d e  oil 
w o u l d  b e  h e l d  b a c k .  I n  a d d i t i o n ,  p e r h a p s  " n e w  p r o d u c t s "
( m i n o r  m o d i f i c a t i o n s  t o  e x i s t i n g  p r o d u c t s )  c o u l d  b e  i n v e n t e d ,  
a s  w a s  d o n e  i n  t h e  l u m b e r  i n d u s t r y  i n  1 9 7 2 .  P e r h a p s  s o m e t h i n g  
a k i n  t o  " c u s t o m  s l a u g h t e r i n g "  c o u l d  b e  d e v i s e d ,  a s  w a s  d o n e  
b y  t h e  s u p e r m a r k e t  c h a i n s  w o r k i n g  i n  c o n j u n c t i o n  w i t h  t h e  
p a c k i n g  h o u s e s  w h e n  t h e  m e a t  p r i c e  c e i l i n g s  w e r e  i n  e f f e c t  
l a s t  s p r i n g  a n d  s u m m e r .  P e r h a p s  s e l l e r s  w o u l d  r e q u i r e  "tie-in" 
s a l e s  i n  w h i c h  b u y e r s  w h o  w a n t  p r o d u c t s  t h a t  a r e  i n  s h o r t  
s u p p l y  m u s t  a l s o  t a k e  a s p e c i f i e d  q u a n t i t y  o f  a p r o d u c t  t h e y  
m a y  n o t  w a n t ;  t h i s  p r a c t i c e  h a s  b e e n  r e p o r t e d  i n  t h e  s t e e l  
a n d  p e t r o c h e m i c a l  i n d u s t r i e s .  P e r h a p s  t h e  o i l  c o m p a n i e s  w o u l d  
s t o p  m a k i n g  c e r t a i n  l o w - p r o f i t  p r o d u c t  l i n e s  i n  o r d e r  t o  
c o n c e n t r a t e  p r o d u c t i o n  o n  —  a n d  i n  a s e n s e  f o r c e  t h e i r  
c u s t o m e r s  t o  p u r c h a s e  - -  p r o d u c t s  t h a t  c a r r y  a l a r g e r  m a r k - u p ,  
a s  t h e  s t e e l ,  p a p e r  a n d  a p p a r e l  i n d u s t r i e s ,  a m o n g  o t h e r s ,  have 
r e p o r t e d l y  d o n e .  F i n a l l y ,  a l t h o u g h  t h i s  h a s  n o t  b e c o m e  
a s i g n i f i c a n t  p r o b l e m  d u r i n g  t h e  s t a b i l i z a t i o n  program., t h e r e  
i s  n o  d o u b t  t h a t  s o m e  b l a c k - m a r k e t  t r a n s a c t i o n s  w o u l d  t a k e  
p l a c e  a t  a b o v e - c e i l i n g  p r i c e s .
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These distortions have never become so widespread as to 
pervade the entire business structure or to threaten the basic 
efficiency of our economic system. Where they have become 
important is in industries experiencing an excess of demand 
over supply, just as the petroleum industry is now experiencing 
except more intensely. These problems developed under the 
same kind of cost-passthrough limitations on price increases 
that are embodied in S. 2885. Furthermore, if economic 
distortions were to become endemic in the oil industry —  
and I want to emphasize that there are no present signs that 
this is happening -- public confidence in the ability of the 
Government to manage the energy crisis in a reasonably equitable 
manner would be eroded and the voluntary conservation efforts 
that have accomplished so much to date could be seri6usly 
jeopardized.

In summary, therefore, I believe first that there is 
a serious question about the efficacy of price controls on 
a commodity that is imported as heavily as oil is. Second,
I believe there are serious difficulties involved in rolling 
back oil prices from present levels to below an estimate of 
what long-term equilibrium prices might be. The necessary 
economic adjustments that must take place in both the near 
term and the long run would be inhibited and a variety of 
dislocations would be likely to develop in the industry.

There is no doubt, however, that present price levels 
will create windfall profits for a number of companies. This 
problem should be dealt with forthrightly. The best way to 
do so, I feel, is through a tax on crude oil prices, as 
proposed in our Emergency Windfall Profits Tax.
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----------------------------- — -------------- HIGHLIGHT
DEMAND FOR ALL PRODUCTS in the week ended January 25 fell further 
below forecast than in prior weeks. Year-to-date demand for each 
of the four major products is lower than forecast for January,

CRUDE OIL IMPORTS increased 252,000 barrels per day and totaled
2.423.000 barrels a day for the week ended January 25. Year-to- 
date daily imports of 2,358,000 barrels are below January forecast 
by 67,000 barrels per day.

CRUDE OIL PRODUCTION increased this week to 9,229,000 barrels per 
day. Year-to-date production has averaged 9,153,000 barrels a day,
130.000 barrels over January forecasted daily average.

GASOLINE STOCKS remain below desirable and forecast levels despite 
a 7.7 percent curtailment in demand since January 1.

DISTILLATE FUEL OIL consumption, by accounts of fuel oil distributors 
along the East Coast, showed a substantial decline below pre-conserva­
tion consumption levels in the week ending January 26, 1974. The 
median level of savings ranged from 25 percent in the Philadelphia 
area to 15 percent in Winston-Salem, North Carolina.

WEATHER: Second consecutive week of temperatures much above normal 
for most of the U.S. For the past week, the only areas to show 
below normal temperatures were parts of the Southwest.

COMPARISON OF DEMAND/SUPPLY:
The Deficit and How it was M et

MILLIONS OF BARRELS PER DAY JANUARY 1, THRU JANUARY 25, 1974

FORECAST
DEFICIT

STOCKS DRAWN 
DOWN LESS 
THAN FORECAST

CRUDE PROD JCTI ON 
ABOVE FORECAST

ACTUAL DEMAND BELOW 
FORECAST

CRUDE & REFINED 
IMPORTS ABOVE 
FORECAST

1



CRUDE PETROLEUM REVIEW

Thousands of Barrels Per Day

January 1 to Date
Week Ended 
January 25

January
Forecast Actual

Variance 
from Forecast

Production . .___ 9,229 9,023 9,153 +130
Imports .... •••• 2,423

___ +133 ¿1
2,425 2,358 -67

Stock Change -187 -94 -93
Crude Runs ..___ 11,508 11,635 1/ 11,594 -41

1/ Calculated by Federal Energy Office from production, imports, 
crude runs to stills, and direct use.

2/ Revised to exclude unfinished oils.

CRUDE PRODUCTION

Crude production totaled 9,229,000 
barrels a day for the week ending 
January 25, up 50,000 barrels over 
the prior week, which itself was re­
vised upward by 27,000 barrels a day.

Year to date crude production has 
averaged 9,153,000 barrels daily, 
which is 130,000 barrels a day above 
the January forecast.

of foreign crude, the Least foreign 
crude in the past year.

West Coast refinery runs experienced 
a decline of 100,000 barrels a day 
due to lack of crude oil and East 
Coast decreased 38,000 barrels a day 
due to operational problems; however, 
both decreases were offset by in­
creases in other refining districts.

Following last week's year low aver­
age of 11,425,000 barrels a day, 
crude runs to stills for the week 
ending January 25 increased 83,000 
barrels a day to a daily rate of
11,508,000 barrels. Despite the in­
crease, year to date crude runs are 
still 41,000 barrels a day below 
the January forecast. Last week's 
runs included 2,338,000 barrels a day

Crude oil stocks, as calculated by 
FEO, increased this week by 133,000 
barrels a day for a weekly total of 
0.9 million barrels. As the discrep­
ancy found in last week's crude oil 
stock figures has not yet been iden­
tified, FEO will continue to calculate 
stock change as indicated in the 
Crude Petroleum Review table.

IMPORTS

For the week ended January 25, crude 
°rl and refined products were imported 
st the rate of 5,140,000 barrels per 
ay* This was a 158,000 barrel gain 
over last week. All of the increase
came from crude imports which in­
creased 252,000 barrels a day, while 
refined products declined 94,000 
arrels per day. After several weeks 
0 decline, the year to date daily 
average is now running at a level of 
®nly 6,000 barrels a day above the 
January forecast.

2



JET FUELS

Demand for jet fuels has gone down 
this week to 879,000 barrels, almost 
35 percent below forecast. Production 
was 880,000 barrels a day, up 169,000 
barrels per day from last week, while 
imports dropped 67,000 barrels a day. 
Supplies exceeded apparent demand by
130,000 barrels a day, permitting an 
0.9 million barrel stock buildup.

Cumulative (year-to-date) demand for 
all jet fuels is 991,000 barrels a 
day, about 26 percent less than fore­
cast and stocks are building up at 
almost 7,000 barrels a day, instead 
of a drawdown of 26,000 barrels a day, 
as forecast.

DISTILLATE FUEL OILS

This week's demand of 3,887,000 bar­
rels a day continues to be below fore­
cast by almost 13 percent. Production 
dropped slightly, but imports were 
off by 85,000 barrels a day. Stocks 
in the week were drawn down 587,000 
barrels a day, only about 40 percent 
of the forecast stock change.

Year to date demand is 3,987,000 bar­
rels a day, 483,000 barrels a day be­
low forecast. Distillate stocks are 
now 184.5 million barrels, about 45 
million barrels greater than last 
year. Since January 1, stock drawdown 
has been only 673,000 barrels a day, 
compared to the 1,501,000 barrels a 
day forecast.

For the individual jet fuels, the 
year-to-date cumulative demand for 
naphtha type is 216,000 barrels per 
day, and for the kerosine type, it is
775,000 barrels per day. These demand 
rates for naphtha and kerosine type 
jet fuels are 41 percent and 21 per­
cent, respectively, below the forecast 
demand. The naphtha type jet fuel 
stocks are now 5.8 million barrels, 
about 0.3 million barrels less than 
last year, and the kerosine type jet 
fuel stocks are at 23.1 million bar­
rels more than last year.

TOTAL JET FUEL STOCKS

TOTAL DISTILLATE STOCKS
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residual fuel o il TOTAL RESIDUAL STOCKS

Both production and imports of re­
sidual fuel oil increased this week 
and demand was down. However, im­
ports remain about 450,000 barrels a 
day less than last year. Stock draw­
down for the week was 1,775,000 bar­
rels, or more than 250,000 barrels a 
day.

Cumulative demand this year has aver­
aged 3,003,000 barrels a day, 16.2 
percent less than forecast. While 
there is normally a stock drawdown 
during winter, the cumulative draw­
down, at 234,000 barrels a day, is 
about 25 percent greater than fore­
cast. Stocks are now about 2 million 
barrels less than last year. District 
V, the West Coast, has almost 11.1 
million barrels in inventory, about 
4.65 million barrels less than last 
year.

GASOLINE

Lower apparent demand permitted a 4 
million barrel increase in inventor­
ies, not unusual for the season of the 
year, despite a further reduction in 
refinery gasoline products. This is 
the fourth successive week of gasoline 
production decline.

The cumulated demand for the year to 
date is 5.9 million barrels a day, a 
reduction of 490,000 barrels a day 
from the forecast demand. Cumulative 
stock buildup, however, is also below 
forecast by about 10.4 million bar­
rels, despite this week's stock 
additions.

PISTILLATE FUEL OIL SAVINGS

The data used in the calculations was 
calculated by the New England Fuel 
Institute from individual fuel oil 
distributors in isolated areas along 
the East Coast. Approximately 26,500 
deliveries were involved, totaling 
over 5 million gallons. The same 
accounts were represented in both 
years and consumption was adjusted for 
weather differences. For the full 
sample, the savings amounted to 13 per­
cent. Savings in urban areas tended 
to be greater than in the rural areas.

TOTAL GASOLINE STOCKS

DISTILLATE FUEL SAVINGS*
PERCENT WEEK ENDED JANUARY 26, 1974

30 p -------------------------------------------------------------------------------------------------------------------------- - i

25

NEW EN6LAND LINDEN, NJ. NORFOLK, VA.
DR0NX, N.Y. PHILADELPHIA, PA. WINSTON-SALEM, N.C.

This data is submitted to tho Fodoral Energy Office by an association of independent fuel oil 
distributers. It is reported to be a representative sample of the same consumer accounts comparing 
1973 and 1974 but adjusted for weather.
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WEEKLY AND ACCUMULATED HEATING DEGREE DAYS FOR SELECTED CITIES
JULY 1, 1973 TO DATE

WEEK ENDED JANUARY 27

CITY Actual Normal
% Increase 
over Normal

Boston ............. 150 252 -32.0
Albany ............. 198 308 -44.4
New York City ...... 135 231 -28.9
Philadelphia ....... 142 231 -37.3
Washington, D. C. ... 107 203 -47.3
Charlotte, N. C..... 69 158 -71.0
Cleveland .......... 152 266 -42.9
Detroit ............ 185 286 -35.3
Chicago ........... • 206 287 -28.2
Milwaukee .......... 325 411 -20.9
Minneapolis ........ 271 374 -27.5
Des Moines ......... 236 320 -26.3
Kansas City ........ 202 258 -21.7
Denver .......... . 257 245 +4.9
Fort Worth ...... . 130 140 -7.1
Helena, Montana ..... 212 326 -35.0
Seattle, Washington . 150 186 -19.4
Total U.S. (Oil Heat-
ing Degree Days ..... 163 255 -35.9

CUMULATIVE SINCE JULY 1

Actual Normal
% I n c r e a s e  
o v e r  Normal

2,680
3,702
2,302
2,358
1,840
1,623
2,791
3,277
3,257
3,663
4,404
3,601
3,030
3,457
1,238
4,634
2,666

2,824

2,937
3,741
2,584
2,657
2,365
1,902
3,285
3,471
3,353
3,985
4,613
3,748
2,943
3,251
1,427
4,573
2,830

3,068

- 8.8
- 1.0
■10.9
■11.3
■22.2
■14.7
•15.0
-5.6
-2.9
- 8.1
-4.5
-3.9
+3.0
+6.3
■13.2
+1.3
-5.8

- 8.0

Note: Above normal degree days correspond to below normal temperatures.
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FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D.C. 20461 
Telephone: 395-3537

EMBARGOED FOR RELEASE UNTIL
11:00 A.M., EST, FRIDAY, FEBRUARY 1, 1974

SIMON NAMES WILLIAM A. JOHNSON 
TO ENERGY POST

Federal Energy Office Administrator William E. Simon 

today announced the appointment of Dr. William A. Johnson as 

Assistant Administrator for Policy Analysis and Evaluation.
In this capacity, Dr. Johnson will act as a reviewer 

and auditor of all policy decisions to come out of the FEO, 

to assure they are effective and efficient, and in harmony 

with national energy objectives.

Dr. Johnson, 37, previously served as Administrator 
Simon's energy adviser in his capacity as Director of the 

Treasury Department's Office of Energy and Natural Resources.

In this position, he dealt with all aspects of oil production, 
refining, marketing, and importing.

A summa cum laude graduate of Syracuse University, he 

holds a doctor's degree in economics from Harvard. Prior to 
his appointment at the Department of the Treasury, Johnson was 
a senior economist with the Council of Economic Advisers.

He served as a senior economist with the Rand Corporation 
ln California, New York, and Washington, D.C., before beginning 
work with the Federal Government.

Johnson and his wife, Margaret, have two sons, Robert,

six, and Eric, eight. They live in Bethesda, Md.

E-74-42 -FEO-



4001 New Executive Office Building 
Washington, D.C. 20461 
Telephone: 395-3537

FEDERAL ENERGY OFFICE
P u b l i c  A f f a i r s

F O R  I M M E D I A T E  R E L E A S E FEBRUARY 1, 1974

FEO ADMINISTRATOR SIMON NAMES 
LIGON, OWENS TO FEO POSTS

Federal Energy Office (FEO) Administrator William E.
Simon today announced the appointment of Duke R. Ligon as 
Assistant Administrator for Policy, Planning and Regulation.

Ligon, 32, will replace John A. Hill, who will be 
returning to the Office of Management and Budget (OMB).

Simon further announced the appointment of Charles E.

Owens, 29, as Ligon's Deputy Assistant Administrator.
An Oklahoma native, Ligon served as director of the 

Office of Oil and Gas from March 1973 until December 1973, 
when he was appointed Deputy Assistant Administrator for 
Policy, Planning and Regulation at the Federal Energy Office.

Hill, 31, will be returning to OMB as Deputy Associate 
Director for Natural Resources, Energy and Science. In this 
new position Hill will serve under Associate OMB Administrator 
Frank Zarb, who also served temporarily in the FEO.

Simon today personally thanked and praised Hill for his 
help in setting up the FEO.

"He did an outstanding job, on a very complex and delicate 
subject, in a crisis situation," Simon said. At FEO, Hill 
and Ligon directed the development of the new regulations

E-74-43 (more)
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under the Mandatory Petroleum Allocation Act; a standby 
gas coupon plan; pricing policy; and the FEO staff 
organization.

Simon lauded Ligón's qualifications for his new post.
His previous work dealt directly with national energy policy. 
He also served as Executive Secretary of the Oil Policy 
Committee, a Cabinet-level interagency group responsible 
for U. S. oil import policies, which was headed by Simon.

As head of the Office of Oil and Gas in the Department 
of Interior Ligón directed development of basic data and 
analysis used by the Energy Policy Office of the White House, 
and the Oil Policy Committee, in making national decisions 
on energy.

hs also served until November 1, 19V3 g_g Administrator 
of the first government voluntary petroleum allocation program, 
and administered the oil import program. Ligón's expertise 
is well known throughout the energy industry and in the Congress!

He earned a doctor of jurisprudence degree from the 
University of Texas Law School in 1969; completed graduate 
work in business and finance at the University of Texas in 
1966; and earned a B.A. degree in chemistry from Westminister 
College in Fulton , Missouri, in 1963.

Owens, who also will continue serving as director of 
FEO's pricing division, until a successor is found, has 
directed the Cost of Living Council's energy pricing since July*

He was a consultant with the Ford Foundation, and an 
editor with McGraw-Hill Publications before joining the 
government. He earned his B.A. and M.A. degree in economics 
from the University of Texas, and is a native o f Orange, Texas.



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

FOR IMMEDIATE RELEASE FEBRUARY 1, 1974
SAWHILL OUTLINES ADMINISTRATION1S ENERGY PROGRAMS

The Federal Energy Office's short- and long-term 

Approaches to resolve the energy crisis have been outlined 
in testimony before the Environment Subcommittee of the 
House Committee on Interior and Insular Affairs by FEO 
Deputy Administrator John C. Sawhill.

The FEO deputy administrator called for:
establishment of a Federal Energy Administration 

(FEA), upon approval by Congress, to assume the broad policy 
and regulatory responsibilities for energy now administered 
by the FEO, an office established by Executive Order of the 

President;
—  retention of a Federal Energy Office, within

the Executive Office of the President, to coordinate matters 
of energy policy throughout the Federal Government; and

creation, also with congressional approval, of 
an Energy Research and Development Administration (ERDA), to 
administer the long-range development of new technologies in 

the energy field.
In addition, Sawhill called for the establishment of a 

Department of Energy and Natural Resources, which would 
incorporate functions concerning the areas of energy and 
natural resources now contained in other departments. Once 
established, the new department would also incorporate the

functions of the FEA and the ERDA.

E-74-40 (more)
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Sawhill stressed the role of research and development 
to help the Nation cope with its energy shortages, and to 
become self-sufficient in energy production, through 
"Project Independence," as outlined by the President in 
his January 23 Energy Message.

Research and development, Sawhill said, should be 
viewed in terms of two strategies: one of short-range 
goals —  those realizable by the mid-1980's; and one 
of long-range goals —  those realizable beyond the 1980's.

Among short-range goals, Sawhill cited increasing 
domestic supplies of gas and oil; improving conservation 
measures; increasing the use of coal and nuclear power; 
and meeting these demands in an environmentally acceptable 
way.

Sawhill said the primary aim of the long-range programs 
should be to eliminate America's dependence on imported 
energy sources and to transform our energy production from 

nonrenewable fossil fuels to nonfossil sources like nuclear/ 
geothermal, and solar power.

"It is the nature of research and development that the 
future is uncertain," Sawhill said, "but we believe it is 
imperative that we mount a massive, serious effort at 
uncovering the possibilities —  at determining as soon as 
we can which of the leads are promising, which are false.

-FEO-

E



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D.C. 20461 
Telephone: 395-3537

EMBARGOED FOR RELEASE UNTIL
11:00 A.M., EST, FRIDAY, FEBRUARY 1, 1974

SIMON NAMES PHILIP L. ESSLEY TO ENERGY OFFICE

William E a Simon, Administrator of the Federal Energy 
Office (FEO), today announced the appointment of Philip L.

Essley, Jr., as Deputy Assistant Administrator of the FEO's 

Office of Policy Analysis and Evaluation.
Essley, who is 46, will concentrate on the administrative 

details of the office, whose function is to review and evaluate 

all existing and new FEO policies.
Essley previously served in the Treasury Department's 

Office of Energy and Natural Resources, as an adviser to 
Simon before he became the FEO's administrator, and in the Oil 
and Energy division of the Office of Emergency Preparedness (OEP).

Prior to Government service, Essley was a consultant 
to the oil industry as well as to the government of the 

United States and other nations.

A native of Oklahoma, Essley holds a Master's degree in 

Petroleum engineering from the University of Tulsa, and a 
Master of Business Administration degree from Harvard University.

Essley and his wife, Jeanne, live in Falls Church, Va.
They have four children, Jon, 22, Janan, 19, Jennifer, 15,
end Joffre, 1 2 .

-FEO-
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EMBARGOED: NOT TO BE RELEASED UNTIL 12:00 NOON E D T ,

FEBRUARY 4, 1974

STATEMENT OF
SECRETARY OF THE TREASURY GEORGE P. SHULTZ 

BUDGET BRIEFING: FEBRUARY 2, 1974

The revenue estimates included in the 1975 budget 

show total receipts of $270 billion for fiscal year 1974 

and $295 billion for fiscal 1975. These revenue totals, 
in conjunction with the expenditure estimates, result in 

moderate budget deficits in both years —  $4.7 billion 
in 1974 and $9.4 billion in 1975.

The increases of $38 billion and $25 billion in 
budget receipts in these two years reflect predominately

r

the growth in taxes paid out of rising incomes, although 

various tax changes add to the totals as well (see attached 
table) . The most important tax change is the rise in social 

security contributions: $8 1/2 billion in fiscal 1974 and 
$5 1/2 billion beyond that in fiscal 1975. The proposed 
windfall profits tax on crude oil is estimated to increase 

tax receipts $1 billion in fiscal 1974 and an additional 

$2 billion in fiscal 1975 (for a total of $3 billion in 

fiscal 1975). These estimates are net of the impact on

S - 3 5 8
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regular oil industry corporate profits taxes; for fiscal 1975 
gross receipts from the windfall tax are estimated at $5 

billion, net receipts at $3 billion.
The 1975 budget continues the policy of moderate fiscal 

restraint on the economy that was followed over the past two 

years. Although the deficit moves higher from fiscal 1974 
to fiscal 1975, the increase does not represent a change in 

policy. Rather, it reflects —  and will serve to cushion —  

the softness in economic activity expected during the first 

half of calendar 1974.
In present circumstances, it is crucial that we maintain 

the flexibility to shift fiscal policy as needed. Economic 

forecasts have a special degree of uncertainty attached to 
them these days. Indeed, our revenue estimates are given 
in round numbers to emphasize this uncertainty; they should 
be considered in terms of a range of estimates extending 
a minimum of one percent on either side. Thus, if our 

expectations prove to be significantly off course —  if the 

economy does not show clear signs of recovering its vigor 
later in the year or, alternatively, if it bounces back too 
robustly —  we will be prepared to shift our budget position 

appropriately.



Projected Changes in Budget Receipts 

Fiscal Years 1974 and 1975

0 - *

($ billions)
•.Fiscal 1974: Fiscal 1975 
: from : from

____________ : Fiscal 1973:Fiscal 1974

Revenue changes traceable to:

Economic growth............. ............ +28.4 +19.8

Windfall profits t a x ....................  +1.0 +2.0

Tax reform and simplification...........  —  -1.9

Social security changes..... .......   +8.4 +5.5

Other changes .......... ................. —  -0.4
Total ...............................  +37.8 +25.0

Office of the Secretary of the Treasury 
Office of Tax Analysis

January 24, 1974



ksHINGTON, D C 20220
DepartmentoftheTREASURY

TELEPHONE W04-2041

FOR IMMEDIATE RELEASE February 1, 1974

Note to Correspondents:
Attached is a copy of the letter of transmittal 

from the Secretary of the Treasury to the President 
of the Senate proposing legislation to tax windfall 
profits of producers of crude oil during the period 
of adjustment in the supply of crude oil. The wind­
fall profits tax would expire five years after it be-

*comes effective. A copy of the bill also is attached. 
A similar letter was transmitted to the Speaker of the 
House.

Attachments

S-359



TH E SECRETARY OF THE TREASURY
W A S H I N G T O N

PI

Dear Mr. President:

I a m  enclosing a proposed bill entitled "Emergency Windfall Profits 
Tax Act of 1974" to tax windfall profits of producers of crude oil as 
recommended by the President on December 19, 1973, and in his message 
of January 23, 1974, on energy matters.

This legislation is designed to capture the windfall profits realized 
by oil producers during the period of adjustment in the supply of crude 
oil. The rates of tax are graduated from 10 percent to 85 percent. 
The tax would apply to the sale of each barrel of crude oil produced 
in the United States. The tax brackets would automatically adjust up­
ward each month to phase the tax out gradually over the period during 
which oil supplies are expected to increase. The tax would expire by 
its terms five,years after it becomes effective.

It would be appreciated if you would lay the proposed legislation be­
fore the Senate. A  similar communication has been addressed to the 
Speaker of the House of Representatives.

Sincerely yours

George P. Shultz

The Honorable 
Gerald R. Ford 
President /
United States Senate 
Washington, D. C. 20510

Enclosure



A BILL

To impose a tax on windfall profits by producers of crude oil.
Be it enacted by the Senate and House of Representatives 

of the United States of America in Congress assembled,
SECTION m  SHORT TITLE, ETC.

(a) Short Title.--This Act may be cited as the 
"Emergency Windfall Profits Tax Act of 1974".

(b) Amendment of 1954 Code.--Except as otherwise 
expressly provided, whenever in this Act an amendment is

M .4

expressed in terms of an amendment to a section or other 
provision, the reference shall be considered to be made 
to a section or other provision of the Internal Revenue 
Code of 1954.
SEC. 2. EMERGENCY WINDFALL PROFITS TAX.

(a) Imposition of Tax.--Subtitle A (relating to 
income taxes) is amended by adding at the end thereof the 
following new chapter:

"Chapter 7.— EMERGENCY WINDFALL PROFITS TAX.
t i n  /Sec. 1601. Imposition of Tax.
"Sec. 1602. Computation of Tax.
"Sec. 1603. Definitions.

"Sec. 1604. Liability For and Collection and Payment 
of Tax.
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"SEC. 1601. IMPOSITION OF TAX.
There is hereby imposed on the producer a tax computed 

as provided in this chapter on the windfall profits from
i

crude oil produced in the United States. The Secretary 
or his delegate shall prescribe such rules and regulations 
as may be necessary to carry out the purposes of this chapter. 
"SEC. 1602. COMPUTATION OF TAX.

"(a) Initial Month.--The amount of tax on windfall 
profits from crude oil shall be determined by applying the 
table of brackets and rates in this subsection separately 
to the windfall profit from each unit of crude oil sold in

the first calendar month in which the tax imposed by section 
1601 applies: i
Bracket: If the windfall profit from

the unit of crude oil is:
First: Not over $0.50
Second: Over $0.50 but not over $0.75

Third: Over $0.75 but not over $1.10

Fourth: Over $1.,10 but not over $1.70

Fifth: Over $1.70 but not over $2.50

Sixth: Over $2.50

The tax is

$0
10% of the excess 
over $0.50

2.5 cents plus 
20% of the ex­
cess over $0.75

9.5 cents plus 
30% of the ex­
cess over $1-1"

27.5 cents plus 
50% of the ex- 
cess over $1 •'u

67.5 cents plus 
85% of the ex
cess over $2.50
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"(b) Each Succeeding Month.--The amount of tax on 
windfall profits from crude oil in the second calendar 
month in which the tax imposed by section 1601 applies and 
each succeeding calendar month shall*be determined by applying 
separately to the windfall profit from each unit of crude 
oil sold in such month the table of brackets and rates in 
subsection (a) modified--

"(1) Increase in first bracket.— By increasing
i

on the first day of each such month until expiration 
of the tax imposed by this chapter the upper limit 
of the first bracket at the uniform percentage rate 
(when applied to the upper limit of the first bracket

7 I .at the end of the next preceding month) required to 
increase such upper limit to three dollars at the 
beginning of the thirty-sixth month in which the
tax is imposed.

11 (2) Increase in other brackets .--By increasing 
on the first day of each such month until the expira­
tion of the tax imposed by this chapter the lower and 
t*he upper limits^of each of the second through the 
fifth brackets and the lower limit of the sixth 
bracket by the same number of cents the upper limit 
of the first bracket is increased for such month 
under paragraph (1) of this subsection.
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The amount of increase in each bracket limit computed under 
paragraphs (1) and (2) of this subsection shall be founded 
to the nearest whole cent. The Secretary or his delegate 
shall cause to be published in the Federal Register within 
15 days after the effective date of this section tables with 
brackets computed in accordance with this section for each 
month the tax is imposed.
"SEC. 1603. DEFINITIONS. .

"For purposes of this chapter--
"(1) The windfall profit of a producer from each 

unit of crude oil sold shall be the excess of the 
sales price of such unit over the base price of 
such unit.

"(2) In the case of a unit of crude oil sold as 
provided in paragraph (4)(A), the sales price shall 
be the amount for which such unit is sold (but in the 
case of a sale between related persons specified in 
section 267 or between members of a controlled group 
of corporations ¿l s  d e fin e d  in section 1563, not less 
than the representative market or field price for 
such unit, in the month sold, determined in accordance 
with section 613). In the case of a unit of crude oil 
sold as provided in paragraph (4) (B) or (C) the sales
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price shall be the representative market or field price 
for such unit, in the month sold, determined in accordance 
with section 613. For this purpose, such sales price and 
such representative market or field price shall 'not include 
the costs of any transportation or conversion processes

which would not be included in gross income from the 
property under section 613, but shall not be reduced by 
the amount of the tax imposed by this chapter as required 
by section 613(a).

"(3) The base price of each unit of .crude oil
shall be the ceiling price on December 1, 1973, under
regulations section 150.353 prescribed by the Cost
of Living Council, as in effect on December L, 1973,
for domestic crude oil of the same grade and location,
or in the event no ceiling price then existed for a
unit of crude oil of the same grade and location, the
base price shall be the ceiling price on December 1,
1973, for crude oil of comparable grade and location.

"(4) A unit of crude oil shall be deemed to
be sold no later than--

/"(A) the date sold,
"(B) the date transported from the 

premises within the meaning of section 613 
and the regulations thereunder, or

"(C) the date of commencement of 
manufacture or conversion into a refined
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product within the meaning of section 613 
and the regulations thereunder, 

whichever first occurs.
"(5) The term ’’crude oil" shall mean--

"(A) a mixture of hydrocarbons which, 
existed in the liquid phase in natural under­
ground reservoirs and which remains liquid at 
atmospheric pressure after passing through 
surface separating facilities (and which may 
include small amounts of nonhydrocarbons 
produced with the mixture),

"(B) hydrocarbons which existed in the 
gaseous phase in natural underground reservoirs 
but which are liquid at atmospheric pressure after 
being recovered from oil well (casinghead) gas 
in lease separators (and which may include small 
amounts of nonhydrocarbons produced with the 
hydrocarbons), and 

. M(C) ].ease condensate.
"(6) The term "lease condensate" shall mean a 

natural gas liquid recovered from a gas well in lease 
separators or field facilities.
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”(7) The term 'unit of crude oil' shall mean 
one barrel of crude oil consisting of 42 U. S. gallons.

"(8) The term 'producer' shall mean each person 
entitled to the deduction for depletion under section 
611.

' "(9) The term 'United States' shall mean the 
several States, the District of Columbia and the 'outer 
continental shelf' as defined in 43 U.S.C. §1331.

"SEC. 1604. LIABILITY FOR AND COLLECTION AND PAYMENT OF TAX.
"(a) Liability for Tax.--The producer subject to the tax 

imposed by section 1601 shall incur liability for the tax on 
the date that the unit of crude oil is deemed to be sold as 
provided in section 1603(4).

"(b) Responsibility for Collection and Remittance of 
Tax.--In the case of a unit of crude oil sold as provided in 
section 1603(4)(A) to a United States person (as defined in 
section 7701(a) (30)) —

"(1) the tcix imposed by section 1601, determined 
by reference to the certification required by sub­
section (c), shall be collected from the producer 
by the purchaser, and
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" ( 2 )  th e  p ro d u c e r  s h a l l  be t r e a t e d  a s  h a v in g  

b 'een r e q u i r e d  to  make a r e t u r n  o f  th e  t a x  c o l l e c t e d  

b y  th e  p u r c h a s e r  u n d e r  t h i s  s u b s e c t io n ,  a s  h a v in g  

made s u c h  r e t u r n  on  th e  d a te  th e  r e t u r n  o f  su c h  ta x  

b y  th e  p u r c h a s e r  w as due , and a s  h a v in g  p a id  su c h  tax  

on  th e  l a s t  d ay  o f  th e  c a le n d a r  m onth f o r  w h ic h  su ch  

. t a x  w as c o l l e c t e d .

" ( c )  C e r t i f i c a t i o n  b y  P ro d u c e r  o f  O i l . - - A t  th e  tim e a 

u n i t  o f  c ru d e  o i l  i s  s o ld  a s  p r o v id e d  i n  s e c t i o n  1 6 0 3 ( 4 ) (A), 

th e  p ro d u c e r  s h a l l  c e r t i f y  to  th e  p u r c h a s e r  th e  b a se  p r ic e  for 

s u c h  u n i t  o f  c ru d e  o i l  and su c h  o t h e r  in f o r m a t io n  on  such  forms 

and i n  a c c o rd a n c e  w i t h  s u c h  r e g u l a t i o n s  a s  th e  S e c r e t a r y  or 

h i s  d e le g a t e  s h a l l  p r e s c r i b e .  I f  no  s u c h  c e r t i f i c a t i o n  i s  

p r o v id e d ,  the  p u r c h a s e r  s h a l l  c o l l e c t  t a x  a s  i f  th e  b a se  

p r i c e  w ere  z e ro .

" ( d )  L i a b i l i t y  U n d e r O th e r  C h a p t e r s . - - L i a b i l i t y  f o r  tax 

u n d e r  t h i s  c h a p t e r  s h a l l  n o t  be re d u c e d  b y  an  o ve rpaym ent of 

t a x  u n d e r  a n o th e r  c h a p te r  o f  t h i s  S u b t i t l e .

M(e )  C r o s s  R e f e r e n c e . - -

" ( 1 )  L i a b i l i t y  o f  p u r c h a s e r . - - F o r  l i a b i l i t y  o f  

a  p u r c h a s e r  o f  c ru d e  o i l  f o r  t a x  c o l l e c t e d  b y  h im  

p u r s u a n t  to  s u b s e c t io n  (b ) ( 1 ) ,  see  s e c t i o n  7501.

" ( 2 )  R e t u r n s  o f  t a x . - - F o r  r e q u ire m e n t  o f  m aking 

r e t u r n s  o f  t a x  im po sed  b y  t h i s  c h a p t e r ,  se e  s e c t io n  

6 0 1 1 ( f ) . "



(b) Returns of Tax.--
(1) Section 6011 (relating to general requirement 

of.return, statement, or list) is amended by redesignating 
subsection (f) as subsection (g) and by adding the fol­
lowing new subsection (f):

"(f) Returns of Emergency Windfall Profit^ Tax.—
"(1) Each purchaser of a unit of crude oil sold

as provided in section 1603(4)(A) shall, at the time
prescribed in section 6077, make a return of the tax
collected by him with respect to sales made to him
during the preceding calendar month.

11 (2) Each producer of a unit of crude oil
sold as provided in section 1603(4) shall, at the
time prescribed in section 6077, make a return of
tax for which he incurred liability under section

/
1604 during the preceding calendar month and
which was not collected by the purchaser under 
section 1604(b)(1).
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M(3) Records and information,--Any person subject 
to the provisions of sections 1601 through 1604 shall—

"(A) keep such records or furnish such #
information as may be required by regulations 
or forms, and

M(B) file such forms and furnish such 
information as may be prescribed by the Secretary 
or his delegate by rules or regulations,M

(2) (A) Part V of subchapter A of chapter 61 
(relating to time for filing returns and other 
documents) is amended by adding at the end thereof 
the following new section: y:

/
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"SEC. 6077. TIME FOR FILING EMERGENCY WINDFALL PROFITS TAX 
RETURNS. I *

nEach return required to be made under section 6011(f)
(relating to emergency windfall profits tax) shall be filed
on or before the 15th day following the close of the calendar
month to which the return relates. "

(B) The table of sections for Part V - U
of subchapter A of chapter 61 is amended by
adding at the end thereof the following:

"Sec. 6077. Time for Filing Emergency Windfall Profits 
/
Tax Returns.'1

(c) Technical and Conforming Amendments.--

(1) The table of chapters for subtitle A is
amended by adding at the end thereof the following 
new item: «

"Chapter 7. Emergency windfall profits tax.'*

(2) Section 5 (a) (relating to cross references 
to other rates of tax on individuals, etc.) is amended 
by adding at the end thereof the following new paragraph:

'(6) For emergency windfall profits tax, see section
1601 it
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(3) Section 12 (relating to cross references 
relating to tax on corporations) is amended by'adding 
at the end thereof the following new paragraph:

M(9) For emergency windfall profits tax, see 
section 1601."

(4) Section 164 (a) (relating to deduction 
for taxes) is amended by adding the following newt • •
paragraph immediately following oaragraoh (5):

"(6) The emergency windfall profits tax 
imposed by section 1601."

(5) Section 275 (relating to disallowance 
of deductich’for certain taxes) is amended by 
redesignating subsection (b) as subsection (c) 
and by adding the following new subsection (b):

"(b) Exception for Emergency Windfall Profits Tax.--Not­
withstanding subsection (a), a deduction shall be allowed for

/
the tax imposed by section 1601."

(6) Section 511 (relating to imposition of tax 
on unrelated business income of charitable, etc,, 
organizations) is amended by adding the following 
new subsection at the end thereof:
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"(e) Emergency Windfall Profits Tax,--The tax imposed by 
section 1601 shall apply to an organization subject to tax under 
this section.*1

(7) Section 535(b)(1) (relating to adjustments
to taxable income with respect to taxes in determining 
the accumulated earnings tax) is amended by striking 
out "December 31, 1940)" and inserting in lieu thereof 
"December 31, 1940, and the emergency windfall profits 
tax imposed by section 1601)". .

• t

(8) Sections 545(b)(1) and 556(b)(1) (relating 
to adjustments to taxable income with respect to taxes 
in determining undistributed personal holding company 
income) are amended by striking out "December 31, 1940)" 
and inserting in lieu thereof "December 31, 1940, and 
the emergency windfall profits tax imposed by section 
1601)".

(9) Section 613(a) (relating to percentage
depletion) is amended by striking out "rents or • /
royalties" and inserting in lieu thereof "rents or 
royalties and any tax imposed by section 1601".

(10) Section 6201(a) is amended by adding at 
the end thereof the following new paragraph (5):
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Mr. Chairman and Members of the Committee:
I a m  pleased to be with you this morning to discuss the fiscal 

effects of the energy problem and the Administration's tax proposals' 
which deal with aspects of this situation.

The proposals I will discuss today have several purposes. The 
first proposal is for an Emergency Windfall Profits Tax. It is designed 
to recover excessive profits from oil producers. The next group of 
proposals were among those I presented to your Committee last April. 
They affect incentives for the domestic production of oil and gas and 
include the proposals for a Minimum Taxable Income, for a Limitation 
on Artificial Accounting Losses and for an Exploratory Drilling Credit.

The remaining proposals are designed to eliminate several unde­
sirable tax rules which now exist in connection with foreign oil and gas 
operations. Elimination of those rules would make foreign investment 
in oil somewhat less desirable than it now is. W e  believe these propos­
als relating to foreign operations to be important in the overall picture, 
but they are directed at limited situations and should not be confused 
with the broader effort to recover excessive profits.

Before I commence that detailed discussion, let m e  give you a brief 
overview of the problem.
The Overview

Prior to the Arab bloc embargo, the United States demand for oil 
had increased to an annual rate of about 17 million barrels of oil per 
day, only 11 million of which were produced here. Our domestic 
oil output and capacity stabilized at about 11 million barrels per day 
around 1970. In fact, the current rate of exploration and development 
of new domestic reserves is barely sufficient to cover the natural de­
cline in productivity from existing oil fields. This situation is attribut­
able to a number of interrelated factors, including:

S -  357
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. Government regulation of natural gas prices at artifically low 
levels since around 1960. L o w  gas prices obviously reduce the potential 
profitability of the gas discovery effort. Since most gas is "associated" 
with oil, whatever makes gas discovery less profitable makes the dis­
covery of both oil and gas less profitable.

. Rising costs of discovering additional on-shore reserves. After 
a century of intensive discovery effort, the remaining on-shore pros­
pects are less attractive than off-shore prospects. The best on-shore 
prospects today are wells much deeper than most now in operation and 
they involve much higher discovery costs.

. Delays in drilling outer continental shelf prospects. Although 
costly to drill, these prospects should yield large oil and gas capaci­
ties. The-delays have been due in large part to government leasing 
policies and concerns with environmental questions.

. Delays in the output from Alaskan and off-shore California fields. 
These fields should yield large oil and gas reserves but their pro­
duction has also been delayed due to government leasing policies and 
concerns with environmental questions.

. Government regulation of domestic crude oil prices. Crude oil 
prices were frozen at August 1971 levels until January 1973 when 
small price increases were allowed. "New oil" prices were freed after 
two years of controls in August of 1973, but "old oil" prices are 
still controlled. The presence of price controls discouraged addi­
tional investment which could have increased productive capacity.

To satisfy our increasing energy demands in the face of the re­
strictions on domestic supplies resulting from the above factors, we 
turned increasingly to imports.

But under the mandatory import program that had been in effect 
since 1959, quotas existed which significantly limited imports of oil 
and refinery products. As demand grew but domestic production 
held steady after 1970, import quotas were increased, but not at a 
rate which kept up with increases in demand. Investment in additional 
refinery capacity in this country thus became unattractive because 
of the uncertainty that sufficient supplies of crude oil--either domes­
tic or imported--would be available for refining. Accordingly, many 
U. S. companies built refineries offshore and most of the increase 
in U. S. imports took the form of refined products such as middle 
distillate fuels and, particularly, heating oils.

By the beginning of 1973, these domestic circumstances--control­
led prices of oil and gas, rising discovery costs, delays in exploration 
and production for environmental and other reasons and a growing
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reliance on imports to satisfy increasing demands--converged with a 
growing foreign demand for oil stimulated by world-wide economic 
boom conditions. The result: world oil prices began to advance from 
their historical levels. And, when the dollar was devalued* for the 
second time in February 1973, the dollar price of oil in world markets 
began to rise higher.

The continued high level of demand for oil through the first nine 
months of 1973 quickly brought foreign production to m a x i m u m  shorty- 
run capacity, further increased world oil prices, and set the stage 
for the world crisis precipitated by the embargo invoked by Arab bloc 
producers in October 1973, and the consequent skyrocketing of oil 
prices.

Most of the profits produced by these very major increases in the 
price of imported crude oil have gone to the foreign governments 
that own or control the oil, in the form of higher taxes or royalties. 
However, a significant part of the increased profits from this source 
has gone to United States companies and individuals in the business 
of producing and shipping this oil, primarily as a result of sales in 
foreign countries and, to a lesser degree, as a result of sales to 
United States consumers.

Through the Federal Energy Office, the Administration has re­
quested sacrifices in oil use from all citizens so that as little as 
possible disruption to our lives and our economy will result from 
the oil supply disruption. The Administration believes that it would 
be unfair for United States producers to be advantaged while their 
fellow citizens are makingthe sacrifices required, by retaining exces*- 
sive profits from the abnormally high prices caused by the shortage.

Increased profits from higher prices to oil owners which occurred 
m  1973 are reflected in Table 1, which compares reported profits 
and rates of return on equity for the years 1969-1972 and the nine- 
month period ended September 30, 1973, for 22 of the largest United 
States oil companies. It is important to keep in mind that increased 
profits are not necessarily "excessive" profits.



Table 1
Net Income After Tax and the Rate of Return on Equity of Selected Oil Companies (1963-1973)

($mill)

: 1973 : 1972 : 1971 : 1970 1969 : 1968 : 1967 : 1966 : 1965 : 1964 : 1963

Company
: Net : X b/: : income:return:

Net : . 
Income : X

: Net :
: ineome : 7,

: Net :
: income : X

: Net :: income : X
: Net :
: income : X

: Net :: income : % : Net :: income : % : Net :: income : X
: Net :: income : % : Net :: income : X

Totals..... ...............9,087.3 15.1 5,951.7 9.7 6,007.3 10.2 5,556.7 10.4 5,

a/Amerada Hess Corp....... i. 151.8 23.5 46.2 8.3 133.3 24.0 114.0 25.7 86.5
Ashland Oil Corp......... 98.3 17.3 68.0 13.5 40.5 8.8 .52.0 11.7 56.9
Atlantic Richfield Co....,. 270.2 8.9 192.5 6.5 210.5 7.3 209.5 7.5 230.1

Cities Service Co........ . 135.6 9.8 99.1 6.9 104.5 7.7 118.6 8.9 127.2
Clark Oil & Refining Corp, 30.5 29.9 8.3 9.8 3.6 4.7 10.8 14.0 13.0
Continental Oil Co......... 242.7 14.0 170.2 10.4 140.1 9.1 160.3 10.7 146.4

Exxon Corp.,............. ■2,440.0 18.5 1,531.8 12.5 1,516.6 13.1 1,309.5 12.0 1,242.6
Getty Oil Co.............., 135.0 8.8 76.1 5.2 120.1 8.5 103.2 7.8 105.8

¿/Gulf Oil Corp............. 760.0 14.0 447.0 8.3 561.0 10.2 550.0 10.4 610.6

¿/Kerr-McGee Corp.......... 58.8 10.8 50.6 10.1 40.7 10.8 35.9 10.3 33.6
Marathon Oil Co.......... 129.4 15.2 79.8 10.2 88.7 11.7 86.5 11.8 89.4
Mobil Oil Corp........... , 842.8 15.7 574.2 10.9 540.8 10.9 482.7 10.4 456.5

Murphy Oil Corp.......... 53.6 24.4 14.3 7.6 11.1 6.2 9.3 6.5 6.2
Phillips Petroleum Co.... 230.4 12.1 148.4 8.1 132.3 7.6 132.3 7.8 127.8
Shell Òil Co.............., 332.7 10.9 260.5 8.9 244.5 8.7 237.2 8.6 291.2
Skelly Oil Co............. 44.0 7.5 37.6 6.8 38.3 7.0 36.1 7.0 38.4
Standard Oil of Calif.... 843.6 14.4 547.1 10.5 511.1 10.4 454.8 9.8 453.8
Standard Oil Co. (Ind.)... . 511.2 12.4 374.7 10.0 340.6 9.6 314.0 9.3 321.0

Standard Oil Co. (Ohio)... 74.1 6.6 59.7 5.6 58.8 5.7 64.4 6.3 51.9
Sun Oil Co.... ........... 230.0 12.3 154.7 8.8 151.6 8.9 139.1 8.4 152.3
Texaco Incorporated...... 1,292.4 25.0 889.0 12.4 903.9 13.4 822.0 13.1 769.8
Union Oil of Calif....... 180.2 10.6 121.9 7.6 114.7 7.4 114.5 7.6 138.9

10.9 5 ,539.4 11.8 5,175.6 12.0 4 ,701.9 11.7 4,203.7 11.2 3,846.9 10.8 3,579.7 11.0

23.7 89.8 19.8 76.8 22.2 73.1 22.6 63.4 22.2 59.4 23.0 52.4 22.7
13.3 53.6 14.6 48.4 15.5 45.0 17.6 35.8 15.5 23.7 14.0 18.1 11.7
8.5 105.8 7.8 130.0 10.2 113.5 9.4 90.1 8.1 47.1 7.3 44.0 7.0

10.0 121.3 9.9 127.8 10.9 120.1 11.0 100.6 10.2 84.5 9.1 77.5 8.6
18.7 12.1 20.4 11.5 23.4 9.6 24.2 8.7 27.8 2.1 8.9 1.5 6.8
9.8 150.0 10.6 136.1 10.1 115.6 10.3 96.2 10.2 100.1 11.1 87.4 10.5

12.3 1,,276.7 13.0 1,155.0 12.3 1,090.1 12.1 1,021.4 11.9 1,050.6 12.6 1,019.5 12.8
8.3 98.3 8.3 118.2 10.5 92.3 9.0 57.7 6.9 43.0 5.-6 43.0 6.1
12.1 626.6 13.2 568.3 12.9 504.8 12.3 427.2 11.2 395.1 11.0 371.4 10.9

10.3 36.4 12.0 32.1 11.5 33.0 12.9 25.1 14.6 20.7 14.7 18.8 15.8
12.1 83.3 12.7 73.9 12.3 68.8 12.3 60.1 11.3 60.4 11.8 49.1 10.210.4 430.7 10.3 385.4 9.8 356.1 9.5 320.1 9.1 294.2 8.8 271.9 8.6

4.5 7.3 5.4 8.2 6.2 8.4 7.6 6.4 6.1 4.3 4.9 4.8 5.7
7.7 129.9 8.0 164.0 11.0 138.4 10.3 127.7 9.9 115.0 9.3 108.1 8.9

10.9 312.1 12.3 284.9 13.8 255.2 13.4 234.0 13.4 198.2 12.3 179.9 12.0

7.7 40.3 8.5 42.0 9.3 37.0 8.8 34.0 8.8 25.7 7.1 24.2 7.0
10.3 451.8 10.7 409.4 10.3 401.2 10.8 391.2 11.1 345.3 10.5 322.1 10.5
10.0 309.5 10.1 280.9 9.6 255.9 9.1 219.3 8.1 194.9 7.5 183.1 7.3

5.3 70.1 13.0 67.1 14.5 56.9 13.3 49.7 12.7 43.8 12.0 38.9 11.4
9.4 164.4 10.9 156.2 15.2 100.6 10.8 85.5 10.1 68.5 8.8 61.2 8.4

13.1 819.6 14.5 754.4 14.8 692.1 15.0 636.7 14.9 577.4 14.6 547.6 15.6
9.5 149.8 10.9 145.0 11.2 134.2 11.2 112.8 10.4 92.9 14.7 55.2 9.9

I
-J=-
I

a/ Full years income estimated on the basis of income reported for the first nine months of 1973. 
b/ Equity as of September 30, 1973.

Source: Standard and Poors' Industrial Survey, Moody's Industrial Manual, Quarterly Financial Statements Filed with the Security Exchange Comnission (10 Q Forms).

Office of the Secretary of Treasury 
Office of Tax Analysis

February 1, 1974
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Our preliminary investigation indicates that the 1973 profit in­
creases are primarily attributable to foreign inventory profits from 
skyrocketing prices, increased profits from increases in foreign 
product prices and efficiencies in foreign refinery and other opera­
tions unrelated to the prices paid by United States consumers. A  n u m ­
ber of the companies have pointed out that the higher 1973 profits must 
be interpreted in the light of the lower than normal profits realized 
in 1972 and the several years immediately p'rior.

Whatever conclusions m a y  be drawn from the 1973 figures, if the 
shortage in 1974 produces even higher prices for oil, that fact will 
cause increased profits to major oil companies from domestic oil sales. 
The estimated amount of increase attributable to this single element 
may be seen from Table 2.

Table 2
Annual

Average Price - $/bbl. Crude 1/ Profit After Income Tax
~~ (billion

Increase 2/ Total

1973
1974:

6. 50
8 .  00
9.00

10 .00

9.0 3/

1.7 10.7
3.4 12.4
4. 5 13. 5
5. 6 14. 6

1/ The estimated average price for domestic crude oil as of January 1, 
"T974, is $5. 25 in the case of old oil and $9. 50 in the case of new oil. 
2/ The increased net incomes shown for 1974 relate only.to domestic 
crude oil production.
3/Estimated 1973 net income after taxes from Table 1.

While the Administration believes oil owners should not be per­
mitted excessive profits at the expense of their fellow Americans, let 
us be clear that United States oil prices must adjust upward if higher 
cost methods of extracting oil are to be used to satisfy our demands. 
Higher costs of producing oil will m e a n  higher prices for oil. P r o ­
ducers will not produce unless prices cover their costs. And govern­
ment production would be no solution, for a government producer would 
have the same costs or, if less efficient, greater costs. However, 
short run price increases for oil above the level necessary to call 
forth the supplies we need give rise to windfall profits. Those wind­
falls m a y  be taxed very heavily to the producers of oil without impeding
the desired free market processes and without imposing additional 
costs on consumers.
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The Windfall Profits Tax is designed:

First, to tax very heavily windfall profits to owners of oil,

Second, to avoid interference with the legitimate profit expectations 
which will be required to meet our demands and make us independent 
of foreign supplies, and

Third, to avoid any tax-generated price increases for consumers. 

Economic- Background
The ability of oil producers to increase the production of oil dur­

ing the next two or three years is considered by experts to be quite 
limited. Prospects have to be found, geological and geophysical work 
has to be done, wells have to be drilled, pipelines have to be built and 
refineries mayhavetobe expanded or built. Therefore, price increases 
do not have the effect of stimulating nearly immediate supply increases 
as is the case with some other products, such as foodstuffs.

The expert consensus is that only a small amount of additional oil 
from domestic sources can be expected in the next 6 to 18 months. 
There are marginal wells which were previously capped and which might 
be economically produced now at the increased prices available for oil, 
but this supply source is not major in the overall context. Within 18 
to 24 months oil could begin to be economically produced at current 
increased price levels by secondary and tertiary recovery methods. 
Over a three to five year period, significant additional production at 
current increased price levels could probably be obtained from new 
domestic prospects. And after three to four years, the Alaska pipe­
line should be completed.

In contrast to the short run, then, over a period of about three 
to five years, it is reasonable to expect that oil supplies can be in­
creased significantly. Historically, the amount of the increase in 
supplies of oil has been at least 1 percent for every 1 percent in­
crease in the price of oil.

Table 3 shows the relationship between price increases and sup­
ply increases for the years 1936 to 1972.
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TABLE 3
Crude Oil Production, Capacity, 
and Price Per Barrel at Wells, 1936-1972

Source: United States Department of the Interior, Bureau of Mines
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Over each of the two five-year periods from 1953-1958 and 1963- 
1968, a price increase of 9 percent was followed by a productive cap­
acity increase of 35 percent and an actual production increase of ̂ p e r ­
cent. Additionally, available econometric studies indicate that oil sup­
plies will be increased by at least 50 percent as a result of a 50 percent 
price increase, given sufficient time. Based upon these data, it is 
reasonable to assume that after about three to five years, and allowing 
for some inflation, if the price of oil increases by about 50 percent 
from m i d -1973 levels, to around $7 per barrel, sufficient domestic 
oil supplies should flow to satisfy about 85-90 percent of our demands. 
Accordingly, we  have for planning purposes estimated that the "long­
term supply price" is about $7 per barrel. But that $7 per barrel' 
figure is an estimate and the ultimate figure m a y  be somewhat more 
or somewhat less.

Therefore, a tax which bites hard on immediate price increases 
should not interfere with the production of needed oil supplies if it 
gradually phases out so that after three years there will be no tax 
on oil prices at around $7 or less per barrel.

Taxing the Windfall Profit
A  windfall profit is one resulting from a change in price caused 

by a circumstance which is accidental and transitory, such as a t e m ­
porary shortage of a product because of a strike or, in this case, the 
cartel-embargo of foreign governments. It is difficult to separate 
ordinary market prices from prices which permit windfall profits in 
this context. The price of "new" oil produced in the U. S. rose from 
about $4 to more than $9, between M a y  and December 31* 1973, be­
cause of our demands for that oil. That is a very major price in­
crease and some price increase was necessary to call forth the needed 
additions to our domestic supplies which will occur over a period of 
three to five years. Over the near term, however, some part of 
that price reflects a windfall resulting from actions by the Arab-bloc 
nations.

Thus for the next year or two, the price rises which have already 
occurred are more than sufficient to call forth the additional domestic 
oil which will in fact be produced during that period. Some part of 
present prices produces windfall profit and additional price increases 
resulting from the cartel-embargo would be pure windfall.

A  determination of the amount on which to impose the Windfall 
Profits Tax requires selection of a base amount which can be received 
without tax and from which to determine the taxable amount. In this 
respect it is similar to and will act as an excess profits tax. The 
Cost of Living Council's ceiling price as of December 1, 1973 (CLC 
Reg. §150. 353) was selected as the reference point for the base price. 
It is a known price and no new, separate or costly calculations will
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have to be made. It also significantly exceeds historical oil price 
levels and it was the m a x i m u m  price permitted on any domestic pro­
duction until late August 1973.

Under the Windfall Profits Tax, the rates of tax on selling prices 
of oil in excess of base prices range from 10% to 85% under the follow^ 
ing graduated rate schedule: .... .

Table 4
Per 42 -Gallon Barrel of Crude Oil

Amount in Excess 
of Base Price

Bracket
Rate

Bracket
Tax

Cumulative
Tax

— œ j------------ — m --------- cents cents

0—  .50 0 0 0
.51—  .75 1 0 2 -1 / 2 2 -1 / 2
. 76--1.10 20 7 9-1/2
1.11— 1.70 30 18 27-1/2
1.71— 2.50 50 ♦ 40 67-1/2
2.51--over 85 S‘*v '• ■% . IX$$ O $ ■ "10112

In accordance with Treasury regulations to be prescribed, the top £ 1 
level of the lowest bracket (initially 0 to $0. 50) and the bottom levei hio 
of each higher bracket will be automatically adjusted upward monthly 
in the uniform percentage required to mak e  the 10 percent rate of 
tax applicable after 36 months only to amounts in excess of the expected 
average long-run supply price of about $7 per barrel. Each higher 
bracket will be adjusted upward to apply to a constant number of cents 
per barrel above the next lower bracket. That portion of the price 
increase which remains after payment of the above Windfall Profits 
Taxis subjected to ordinary income tax.

As you can see from Table 5, the Windfall Profits Tax on the - j 
oil will be large if the oil shortage is severe enough to cause large 
price increases in oil and modest if the shortages and price increases’ are modest: H o m b  od  III# u c  i t  i f i i i w  n r  i r f i i
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Table 5

Net Price Received by Oil Producer After 
Proposed Emergency Windfall Profits Tax 

(Base Price of $4. 00 per Barrel)

Month
Price: 1 6 12 18 24 30 36

$ 10 $6.35 $6.47 $6.67 $6.94 $7.30 $7.80 $8.47

9 6 . 2 0 6.32 6. 52 6.79 7.15 7. 65 8.32
8 6.05 6.17 6.37 6. 64 7.00 7.43 7.78
7 5. 90 6. 02 6. 2 2 6.42 6. 63 6.85 7.00
6 5. 58 5. 65 5. 75 5.84 5.94 6 . 0 0 6 . 0 0

If w e  have underestimated the long-run supply price, the tax imposes 
little penalty. For example, suppose it turns out that three years 
hence a price of $8, rather than $7, is necessary to elicit a domestic 
supply equal to 85-90 percent of consumption at the then corresponding 
product prices. In that event, a tax would still apply but it would 
only be 22 cents a barrel, less than 3 percent of the price. Thus, 
producers who believe the $7 price is .too low can nonetheless pro­
ceed on the basis of their own price judgments in the knowledge that 
when the windfall disappears and their investments become productive, 
the tax should also disappear, and that even if the tax does not then 
disappear, it will impose only a minor and vanishing penalty. This 
is to be contrasted with the situation which would result if prices were 
controlled. A  $7 price ceiling would be equivalent to a 100 percent 
tax on prices above that amount, and if the long-term supply price 
should turn out to be higher than $7 --or if producers expect it to 
be--we simply would not get the supplies we  need.

However, the tax rates and bracket changes have been designed so 
that an owner of oil will be discouraged from withholding production 
until after the tax rate declines or the tax expires. The price of oil 
is or shortly will be as high as it is likely to be for the next five years 
(in terms of 1974 dollars) and will begin a gradual decline to the long­
term supply price. Higher prices now increase the incentives to in­
crease supplies, and gradually increasing supplies will gradually re­
duce prices. Accordingly, apart from the tax, the owner of oil must



attempt to produce the oil quickly to take advantage of the higher 
existing prices. Taking the rate of decline of the tax into account along 
with the expected price decline, we estimate that the gain from delay­
ing production of oil to avoid the tax would be less than 1 / 2  of 1 per­
cent per month on the average (see Table 6 below). Therefore, we 
believe that no sensible producer will fail to convert his oil to money 
since the value of the use of that money would be greater than the 
1 / 2  of 1 percent per month he could gain by leaving his oil in the 
ground.

Table 6

Illustrative Effect of the Windfall Profits Tax on Net Proceeds 
Realized by Oil Producers, for T w o  Patterns of Oil Prices

Hypothetical 1 Net : Average
Number of Months : prevailing : producer : increase,
after enactment : price of oil : proceeds : per month

Pattern A: 1 $10.00 $6.35
12 9.00 6.52
2k 8.00 7.0036 7.00 7.00

Pattern B: 1 9.00 6.20
12 8.00 6.37
2k 7.00 6.63
36 7.00 7.00

0.2 k<t> 
0.59$ 
0.00  $

0.25$  
0.33$  
o.i+5 $

The combination of graduated rates and a scheduled upward adjust­
ment of the brackets accomplishes three major purposes:

-- First, the graduated rates impose very high rates of tax on 
extraordinary price increases and "windfall" profits which are attribu­
table, more to an externally induced shortage in crude supplies than to 
long-run market conditions, but impose a lesser amount of tax on 
relatively small increases above the Cost of Living Council ceiling 
price.:

-- Second, the automatic upward adjustment of the tax brackets 
recognizes that windfalls will be shortlived and that prices should peak 
m  the near future and return to lower levels as they gradually result 
m  greater supplies. Most important, it recognizes that if producers 
are to make the investments which will be required to make us inde­
pendent, they must be able to counton an absence of burdensome special 
taxes on prices when those investments become productive several 
years hence.
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-- Third, the phaseout of the tax as the windfall disappears assures 
that the tax will not cause higher prices for consumers, for the techni­
cal reasons I shall discuss later.

The tax will be imposed on the oil producer at the time of sale of 
the crude oil or at the end of the month in which produced if not sold. It 
is contemplated that the tax will be collected and remitted on a month­
ly basis as follows:

(i) The purchaser of crude oil will withhold and remit the 
amount of the tax from the sales price paid to the oil producer 
by the 15th day following the end of each month for all crude pet­
roleum purchased during the month.

(ii) In the case of crude produced but not sold, as in the case 
of an integrated producer, the tax will be paid by the producer 
by the 15th day following the end of the month of production.
In computing percentage depletion, the amount of the Windfall Prof­

its Tax is subtracted from gross income from the oil property before 
computing percentage depletion. The effect of this is to deny percent­
age depletion on the amount of the windfall which is taxed away.

Because the period of extraordinary profits is expected to be lim­
ited in duration, it is important that Congress reconsider the tax after 
several years of experience. Accordingly, the tax is to expire by its 
terms 60 months after the date of enactment.
Price Rollbacks Are Not a Reasonable Alternative to the Windfall 
Profits Tax |Pj ”

It would be a fundamental mistake--for everyone except foreign oil 
producers--to roll back oil prices to some former level. The reasons 
are several:

First, consumers will end up paying about the same prices in any 
event. The most they would be spared is a few cents a gallon for a 
few months. (A $1 reduction in the price paid for "new oil, " for ex­
ample, would translate initially into less than a one-half cent per gallon 
decrease in the price of gasoline and the market would quickly offset 
that initial decrease.) The principal effect would be to shift profits 
from the U. S. to abroad.

Second, the mere presence of ceilings of any sort will tend to 
dampen the new investment required to produce the increased oil we 
need. Investors are understandably wary of activities which come to 
be governed primarily by the laws of politics rather than the laws of 
economics.
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Third, ceiling prices which are less than the prices producers 
think will prevail will deter them from investing— regardless of 
whether it is the price authority or the producers whose cost assump­
tions are correct. Judgments on complex matters like this always 
differ. Even supposing the government’s price controllers could cor­
rectly guess the long-term supply price and use that as a ceiling, the 
ceiling would inhibit needed investment by producers whose judgments 
differ. In order to get to the long-term supply price, the ceiling would 
have to be set substantially higher.

Although it is plainly true, m a n y  observers fail to recognize that 
whatever we do with price controls cannot affect the price of the more  
than 30 percent of our Oil we  now import to satisfy our demands. The 
price of that oil fluctuates according to world demands and world sup­
plies. Recognizing this, our Cost of Living Council rules permit 
refiners to pass through the foreign price they must pay. Thus, the 
prices of U. S. petroleum products are subject to controls, but the con­
trol system, in a sense, rides on top of the price of crude--and pro­
ducts go up in price when the world crude oil price goes up regardless 
of what we do to control the price of domestic crude oil. This means 
that the price levels at which no m o r e  petroleum products will be 
bought by consumers, the so-called "market clearing prices, " cannot 
be controlled by controlling domestic crude oil prices. Consumers 
will eventually pay the same prices for petroleum products whether 
or not domestic crude prices are controlled. What we do when w e  con­
trol domestic prices at levels below world market levels is simply 
to permit our refiners to buy our domestic oil too cheaply--compared 
with world prices--and to bid higher for foreign oil to satisfy our 
consumers' demands. This, in turn, means that the larger amounts 
spent by consumers go not to domestic producers and to our government 
in taxes, but to foreign oil producers and foreign governments.

Of course, we  could prevent this by denying U. S. consumers the 
right to buy the foreign oil products for which they are willing to pay 
or by not permitting cost pass-throughs for foreign oil prices. But 
if we do so, we  will only be spiting ourselves since either of these 
Measures will prevent foreigners from exporting oil to the United 
States at a time when we  need it, before we have increased our degree 
of self-sufficiency.

Price rollbacks sound good to consumers until the consequences 
^re appreciated. The consequences would be large transfers of dol­
lars to foreigners and an ultimate reduction in oil for the U. S. con­
sumers, all ironically incurred for price reductions which would be 
roinor and evanescent.
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Windfall Profits Tax Compared with Alternative Taxes
W e  believe that the Windfall Profits Tax will be considerably more 

effective and efficient than would either an excise tax or an excess 
profits tax.

The Windfall Profits Tax differs from an excise tax in that it will 
in fact operate to tax profits, as the portion of the price to which it 
will apply is above the level required to cover costs in all but excep­
tional cases. At the present price of $ 1 0  for new oil, the tax in its 
first month would exceed profits only if costs exceed $6 . 3 5  a barrel 
(see Table 5)--which is hardly likely for production planned months 
ago when prices were m u c h  lower. (Prices were controlled at levels 
below $4 until late August.) If in some small fraction of cases that 
should not be true, the tax could not exceed profits by m o r e  than a few 
cents per barrel.

A n  ordinary excise tax shares with the Windfall Profits Tax the 
virtue of simplicity but, in contrast, is not necessarily a tax on profits 
and is an undesirably blunt instrument to use in this case. Excise 
taxes are usually stated as so m u c h  per unit or as a percentage of the 
price of the unit. A n  excise tax stated as so m a n y  cents per barrel or 
gallon of oil would have to be paid regardless of the amount by which 
oil prices rose (or didn't rise). That is undesirable since the tax 
would not be related to the windfall. A n  excise tax stated as a percent­
age of the sales price would tax m o r e  heavily those who produce oil 
of higher quality and price than those who produce oil of lower quality 
and price, which is undesirable since, again, the tax would not be 
related to the windfall.

A  classic excess profits tax of the type in effect during World War 
II or theKorean W a r  would be a nightmare of complexity and uncertain­
ty. It would be very difficult to design and administer a tax which would 
not impair the ability and incentive of oil producers to m a k e  the invest­
ment necessary to produce the additional oil needed to m a k e  us inde­
pendent.

While prior excess profits taxes differed significantly, they con­
tained the c o m m o n  elements of (i) a determination of profit in excess 
of some base amount, (ii) the application of a high rate of tax to 
the excess amount and (iii) complex exceptions designed to alleviate 
the penal nature of the high tax rate in situations in which the general 
rule determination of excess profits yielded an inequitable result. The 
following problems existed in prior excess profits tax laws:
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. Determination of base period and fair rate of return. No period 
can be selected which was a normal period for all taxpayers. That 
is to say, during any taxable year or years selected, some taxpayers' 
rates of return on investment or profits will be higher or lower than 
others for ¡many extraneous reasons, such as strikes, floods, etc. 
Two basic methods have been used to determine a normal profit for 
the base period. One method is to compute a rate of return on invested 
capital during the base period, treat that as a normal profit rate, 
and impose a tax on any profits realized in excess of that rate. The 
other is to treat the absolute amount of profits realized during the 
base period as normal profits and impose a tax on any profits realized 
in excess of that amount. Combinations of the two basic methods 
have also been used. The assumption of normality for any historical 
rate of profits or any absolute amount of profits for a particular tax­
payer for a particular period is subject to challenge because of the 
infinite variations in taxpayers' situations. For example, during what­
ever base period is selected, some taxpayers' businesses were con­
tracting, some expanding; some used heavy amounts of equity capital, 
some relied heavily on debt; some engaged in heavy research and 
development expenses, others maximized earnings by postponing 
research and development expenses, and on and on.

* Exceptions for abnormalties. Because of the problems referred 
to above and others, complex machinery has always been required to 
adjust the inevitable inequities arising from the selection of base pe ­
riods and the calculation of base period profits. Administrative boards 
and courts become entangled for years ’ over these questions. The World 
War II and Korean W a r  excess profits tax cases spawned over 5 4 , 0 0 0  
applications for over $61/2 billion of relief because of claimed abnor­
malties in the computation of excess profits. Thousands of lawsuits, 
the last of which has not yet been decided, required large expenditures 
of time and manpower for both government and taxpayer in complex 
economic arguments over how m u c h  was too m u c h  profit.

• Incentive for wasteful expenditures. Since the tax is convention - 
ally imposed at a high rate and only on net profits, it has the effect 
i causing expenditures which would not otherwise be mad e  and which 
are wasteful. . For example, the corporate taxpayer at a 48% income 
ax rate must use 52 cents of its own money for every $ 1  expended, 
owever, if the marginal tax rate is raised to 85% by the addition of 

sn e^c1fss Profits tax, only 15 cents of every $1.00 of excess profits 
bet u-hy .̂ he taxpayer comes from its pocket--the other 85 cents will 
wast f6? in ta?eS n0t sPent* Experience teaches that this leads to Dri elulPractices and inefficiencies which increase or maintain product 

es t° consumers without creating corresponding benefits to society.

wmiir?ulying an excess profits tax only to the net profit of oil production 
be even more difficult, for the following reasons:
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. Increased Coverage. The expected windfalls will accrue to all 
owners of oil, who include thousands of individuals, trusts, estates, 
specially taxed corporations such as insurance companies, and other 
corporations not generally associated by the public with oil companies* 
Accordingly, the windfall tax must apply to all owners of oil, not just 
to large oil companies, if it is to be effective. The World W a r  II 
and Korean W a r  excess profits taxes have applied only to corporate 
taxpayers. It is safe to say that as complex to administer as prior 
taxes have been, an excess profits tax affecting thousands of non­
corporate taxpayers would be greatly more complex.

. Determination of excess profits. It would be necessary to deter­
mine the excess profits from oil production alone if the tax were to 
be confined to the windfall"]! Complex allocations of income and expense 
would have to be made. In the case of the numerous individuals ¿estates 
and trusts who keep m i ñ i m u m  formal records, the allocation problem 
would be even more sizeable.

. Taxable income management. Taxable income management 
through wasteful expenditures would be easier to achieve for oil pro­
ducers since their incomes are reduced currently through the deduc­
tion of most of the costs of new wells and percentage depletion. Waste­
ful drilling practices and wasteful expenditures for overhead items 
could reduce the impact of the tax to a large extent without corres­
ponding benefits to society from productive new wells or research.

Other Aspects of the Windfall Profits Tax
The Windfall Profits Tax would tax only the person who has the 

windfall, the owner of crude petroleum. This can be illustrated by 
looking at gasoline price increases. F r o m  October 1, 1973, to late 
January 1974, average gasoline prices increased by 9.5 cents per 
gallon.

In the same period, average crude oil prices increased by between 
$3 and $3. 50 per barrel or about 8 cents per gallon (there are 42 
gallons to a barrel). The remaining 1-1/2 cents of the 10 cent increase 
was permitted to refineries and distributors by the Cost of Living 
Council to offset higher costs based on a thorough evaluation of their 
costs and profits. The windfall profit is reflected in the 8 cents which 
inured to the owner of crude oil and he is the person who must pay 
the tax if the windfall profit is to be taxed. Refiners, wholesalers, 
and retailers of petroleum products have been permitted only price 
increases under the Cost of Living Council rules which reflected, 
on a dollar-for-dollar basis, the actual costs they experienced.

It should also be noted that the Windfall Profits Tax will tax simi­
larly those oil producers who are similarly situated. A  producer who 
receives a $ 1  per barrel increase for low-priced oil with a base price 
of, say $3.00, is taxed the same as a producer who receives a price



increase of $ 1  per barrel for his higher quality and higher priced 
oil with a base price of, say $4. 50. These relative base prices were 
previously established by market forces and are doubtless fairer than 
any which could be devised administratively.

The Windfall Profits Tax applies only to domestic production. It 
is not sensible to attempt to tax the windfall on imported oil for two 
reasons*^ ! : First, anything which reduces the net price received by 
the foreign producer below what he would receive if the oil were sold 
in another country will: only prevent imports from coming to the United 
States*. Theiioil will tend instead to be sold elsewhere if the net 
price to producers is higher there because of a U. S. tax. Second, 
the amount of windfall realized by the company from which the imported 
oil is purchased is limited --the windfall will be realized primarily 
instead by the foreign government. This is easily seen by looking 
at increases in reference or posted prices of oil by foreign govern­
ments, which have increased radically and repeatedly in recent months 
to capture the windfalls from the operating companies. A  tax or tariff 
on imported oil should be imposed only to discourage imports for 
national security or other reasons, which goes beyond what is appropri­
ate at this time.

The Tax is Not Passed on to Consumers
The consumer currently receives government protection against u n ­

fair price increases through a combination of price controls and alloca­
tion policies. The Windfall Profits Tax complements these rules and 
will not have the effect some claim of increasing prices to consumers. 
Statements to that effect indicate a lack of understanding of how the 
tax operates. A  tax which is less than the windfall profit will always 
fall ort the oil producer. -

Why isn't the tax passed on to the consumer? It is because the 
producers of oil are willing, even if reluctantly, to take less for the 
oil than the amount consumers are willing to pay and are in fact pay­
ing. Producers mad e  their decisions to produce oil expecting prices 
belowi^h^ ci^rieht :higher prices which are all that consumers will pay. 
(If consumers were willing to pay more, and were permitted by price 
controls to^PSOj producers would already be charging it.) If consumers 
will pay-no more and producers are willing to take less, producers 
Will absorb any tax which does not reduce their expected profit, i. e., 
reduce it by more than the windfall profit. On  the other hand, if 
fhe tax is more than the windfall, the tax could fall on consumers in 
varying degrees, depending upon supply response (the greater the 
supply response, the m o r e  apt the tax is to fall on the consumer). 
The following example m a y  be helpful.

• Suppose that producers are producing at full capacity and are 
Uling to sell at a price of $x. For extraordinary reasons the price

theGS *°- producing a "windfall” profit of $2. That represents
m a x i m u m  price that consumers are willing to pay because if they 
re willing to pay more producers would be charging more.
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. If a tax of $1 is imposed it will not affect supply, since by defi­
nition the supply is the same at any level above $x. If producers could 
previously have added $ 1 to the price they would have done so already. 
If they now try to add $1 to the price, demand will simply fall. Thus, 
the price to consumers will not change and the oil producers will have 
to pay the $ 1 to the tax collector.

. However, if there is no windfall profit in the price, a tax will 
affect the amount which oil producers are willing to supply and some 
part of the tax will inevitably be passed on in the form of a price 
increase, as a lesser supply will result in price increases. The 
greater the supply response (i. e., the greater the contraction in sup­
ply), the closer to the amount of the tax the price increase will tend to 
be. ,

Proposals Relating to Domestic Incentives
A m o n g  the tax proposals which I presented to you in April 1973 were 

several which affect incentives for domestic exploration for and produc­
tion of oil and gas. They are the proposals for the Exploratory Drilling 
Credit, for a M i n i m u m  Taxable Income and for a Limitation on Arti­
ficial Accounting Losses.

I said to you in April:

"... the need is for new exploration in the United States 
which will add to the national wealth of known oil and gas 
reserves for the future and assure the continued avail­
ability at reasonable prices at home--not abroad--of 
adequate fuel supplies. "

To that end we proposed a new investment credit for exploratory dril­
ling. This credit operates in m u c h  the same way that the investment 
credit operates, and we expect it to be similarly effective in encourag­
ing new exploration.

The taxlaw now contains incentives for oil and gas production in the 
form of the percentage depletion allowance and the deduction for intang­
ible drilling costs. Of these, the provisions for intangible drilling 
costs are the more effective incentive for new production because they 
relate to the drilling operation itself and because the deductions m a y  
be taken whether or not the drilling is successful. Percentage deple­
tion, on the other hand, relates only to production, and is a more 
diffused incentive because its benefits are available only if the drilling 
is successful and then only over a period of years.

The new exploratory drilling credit is concentrated on the activities 
which are most needed, namely, the discovery of new fields and res­
ervoirs. And since it provides a major and immediate benefit for 
drilling activity, it should have a significant incentive effect on that 
activity.



The existing incentives provided by percentage depletion and the 
immediate deduction of intangible drilling costs would be lessened res­
pectively by the Administration's proposals with respect to M i n i m u m  
Taxable Income (MTI) and Limitation on Artificial Accounting Losses 
(LAL). These reductions in existing incentives, which are not Jarge 
in relation to aggregate investment in the industry, are necessary Tor 
other reasons and are m o r e  than offset by the somewhat larger and 
more efficient incentives which would be provided by the proposed * 
Exploratory Drilling Credit.

The purpose of both the M T I  and L A L  proposals is to stop the 
spectacle of high income taxpayers paying little or no federal income 
tax and thus to remove an element which tends to corrode the iridispens i 
able public confidence in our tax system. The Internal R  e venue* Code 
contains many preferences designed to provide incentives for particular 
activities. W e  believe that Congress should review them individually • 
from time to time so that those which have become outmoded and un-? 
necessary can be revitalized or eliminated. However, the pressing 
need at this time is to see that such provisions, in total, do not give 
rise to the public impression that tax laws apply unfairly in favor of 
the wealthy, who are the persons most likely to respond to the incen­
tives. Thus, the M i n i m u m  Taxable Income proposal deals with existing 
incentives (leaving their reexamination to another day) and proceeds 
on the philosophy that while individual incentives m a y  be good,* there 
may be too m u c h  of a good thing. The M i n i m u m  Taxable Income 
proposal would place a limit on the aggregate amount of certain incen­
tives which m a y  be used by a particular taxpayer. Stated very roughly, 
the concept is that a taxpayer should not be permitted t^usie ̂ sucli 
incentives in an aggregate amount which exceeds half of his r,economicii 
income. Just as the Code now places limits on particular incentives-- 
such as the 50 percent of income limitation on the charitable deduction*- 
the Minimum Taxable Income proposal would place a limit¿tibn on 
aggregate ■ incentives. v ‘ ’i* &s noim^olqxs oitasm

,QÍI.

In designing the M i n i m u m  T  axable Income provision, we  were mind­
ful that it would affect the use of percentage depletion in cases whei?é 
percentage depletion in combination with other covered items exceeded 
half of the taxpayer's economic income. W e  concluded after careful 
consideration that, while individual taxpayers would complain,£|he |irp̂ £̂ 
posal's effect on percentage depletion would be minimal in the aggregate 
and would not significantly affect capital investment for increased pro­
duction of oil and gas. Whatever slight adverse effect thé proposal 
raight have in that regard, we  believe it is the necessary price of pre­
serving public confidence in the tax system generally.

h tvP1? L A L  proposal also lessens somewhat the incentives provided 
y the immediate deduction of intangible drilling costs. In the case of 
producing wells, such deductions often create accounting losses even 
0ugh the well is in fact profitable. Under the proposal such losses
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could be used only to offset income from oil and gas properties, and 
not to offset other income. The purpose of the proposal is to prevent 
high income taxpayers from eliminating their current taxable income 
from other sources by using deductions which do not represent econom­
ic losses. Drilling expenses incurred in connection with holes which 
turn out to be dry are not artificial losses and are unaffected by the 
proposal. While the proposal limits the use of such artificial losses, 
it does permit their utilization against oil and gas income and in that 
sense provides an incentive to oil and gas investment which partially 
offsets the disincentive.

Looking at the April 30 proposals as a package, the proposals for 
M T I  and L A L  would reduce to some degree the existing incentives for 
investment in oil and gas, but the proposal for an exploratory drilling 
credit; would, in terms of dollar benefits to taxpayers, mo r e  than 
offset the dollar detriments arising from those proposals. Thus, when 
both proposals are considered together, the dollar tax incentives offer­
ed f m  investment in oil and gas remain essentially unchanged--but 
a significant portion of those dollar incentives has been rechanneled 
to operate in a m u c h  more efficient way to produce new oil and gas 
reserves. ;:

Thus, w e  urge your Committee to act promptly on the proposed 
exploratory drilling credit, but to keep in mind that it must be con­
sidered in the total context of the proposals for M i n i m u m  Taxable 
Income, to which we hope you will also accord a high priority.

Proposals Relating to Foreign Operations
As a part of the program to make our nation independent in energy 

resources, we believe it desirable, within the limits of fairness, eco­
nomic efficiency, and national security to emphasize incentives for 
domestic exploration as distinguished from foreign exploration. With 
that in mind, we presented to you last April a proposal relating to 
the recovery of foreign losses that are deducted against United States 
income. W e  now have two additional proposals relating to foreign
operations which we ask that you consider.

The Foreign Tax Credit.
All of these proposals require an understanding of the international 

system for avoiding double taxation of income earned in one country 
by a citizen of another country.

The major nations of the world have a network of systems designed 
to avoid excessive double taxation of income. Those systems vary m  
detail but fall into two general categories. Under some systems, in­
come earned abroad is simply not taxed in the hom e  country. France,



and the Netherlands, for example, have systems which generally fol­
lows that basic concept. Other countries, including the United States, 
Great Britain, Germany, Canada, and Japan--our major trading part­
ners— have tax credit systems.

The basic concept of a tax credit system is that the country in 
which the business activity is carried on has the first right to tax 
the income from it even though the activity is carried on by a foreigner. 
The foreigner's h o m e  country also taxes the income, but only to the 
extent the home tax does not duplicate the tax of the country where 
the income is earned. The duplication is eliminated by a foreign tax 
credit. For example, if a U. S. corporation were taxed at a 30 percent 
rate in country X  on its income from operations in country X, the 
U. S. would not duplicate country X's 30 percent tax on that income. 
But since the U. S. corporate income tax rate is at 48 percent, the 
U. S. would collect --i. e., "pick -up" the 18 percent which remained 
over and above the 30 percent collected by country X. Technically 
the result is achieved by imposing a hypothetical 48 percent U.S. tax 
on the income earned in country X, with the first 30 percentage points 
rebated by a credit. However, if the foreign rate were 48 percent or 
more, there would be nothing left for the U. S. to pick up and thus 
no tax payable to the U. S. on that foreign income.

Note that the foreign tax credit only affects income earned in some 
foreign country through activities conducted in that country. Income 
arising out of operations conducted in the U. S. and the taxes on that 
income are totally unaffected by the credit.

The following table permits one to understand the fact that high 
taxes are being paid by the oil industry to foreign governments on the 
7?rge proportion of non-U. S. income that is earned by these corpora­
tions; that the United States gives a credit for U.S. taxes on the for­
eign source income that results in an excess credit; that these credits 

0 reduce U. S. income taxes on the income earned fromU. S. opera- 
• H P  an<* that the same basic tax credit principle operates for all U.S. 
industries, not merely oil.



Table 7

INCOME AND TAXES PAID,
OF THE 79 LARGEST U.S. COMPANIES,* 1970

Petroleum & Refining

Drugs, Chemicals, &
Related Products

Transportation Equipment

Computers &
Business Machines

Miscellaneous

Food & Related Products

Metals & Fabrication

U.S. SOURCE INCOME

Investment 
Tax Credit

U.S. Tax Due- A

FOREIGN SOURCE INCOME

Foreign Taxes Paid
& Accrued ̂ Foreign Tax Credit

Excess Credit

U
m

.S. Income y//////AM

VA.

Electrical Equipment

V//Æ

VA

Foreign Income

*  Consists of the 100 largest companies on the 
Fortune Magazine list, plus Aramco, less 
companies for which records were not located 
in time for this presentation. Includes 14
petro eum and refining companies.

$ B \ l .  2 O
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Office o1 the Secretary of the Treasury,
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It is also important to note that the satisfactory functioning of this 

credit system depends upon reciprocity among nations. Thus, the U. S. 
reciprocally has the first right to tax income of foreigners arising out 
of operations in the U. S., and the h o m e  foreign countries either give 
those foreigners a credit for the U. S. tax or they exclude the U.S. 
income entirely from the hom e  country's tax base.

When Congress wrote the basic tax credit provisions in 1918 and 
when the question of oil country taxes first became controversial twenty- 
odd years ago, circumstances were different from what they are to - 
day. Most foreign countries today have income tax rates nearly as 
great or greater than the U.S. tax rate. Thus, after our companies 
have paid their tax abroad, there is little or nothing left for the U. S. 
to "pick-up" on that foreign income unless we wish to impose a tax 
which duplicates the foreign tax. It has been the broad position of 
our government, under this and previous administrations, that the 
avoidance of double taxation is a sound principle and that we should 
continue to participate in the international system designed to avoid 
it. If we were now to withdraw from the system, w e  would invite re­
taliation and discrimination from other nations and would be required 
to rethink and renegotiate international arrangements. Excessive tax 
burdens would be imposed on U. S. companies operations abroad and 
their international competitive position would be severely affected.

In summary, the basic foreign tax credit must be understood not 
as a tax loophole or positive incentive to foreign investment, but rather 
as part of a system designed to allocate primary taxing jurisdiction 
to the government within whose borders the income is earned* The 
system does not reduce the total tax bill of U. S. Companies below 
the amount they would have paid to the U.S. if the income had been 
earned here. They are excused from paying U. S. tax on foreign in­
come only to the extent that they have paid an equivalent tax on that 
income to a foreign government. W e  must accept the fact that other 
countries now impose taxes comparable to ours, so that the U. S. 
now collects little or no tax from operations conducted by its corpor­
ations in most major foreign countries.

There still remain, however, certain "tax haven" countries which 
impose little or no tax, and there exist also some countries where the 
tax rates are m u c h  higher than U. S. tax rates. Much of the compli­
cation in the present system arises out of the desire of taxpayers either 
to average or not to average (depending upon the circumstances) the 
income and taxes of high tax and low tax countries.

At the present time, the oil producing countries impose taxes at 
very high rates. If these taxes were expressed as a percentage of 
taxable income as defined by our rules, they would be in the neigh­
borhood of 90 percent. But if they were only as high as our corporate 
income taxes, namely 48 percent, the U.S. would still collect 5h6
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tax on earnings in those countries. However, the difference of 40-odd 
percentage points between those rates and U. S. rates produces very 
large "excess tax credits" which, under existing rules, can be used 
to eliminate the tax {hat the U. S. would otherwise "pick up" in the 
low tax, tax haven countries. One of the proposals I shall discuss 
later deals with an aspect of that fact.

Recovery of Foreign Losses
The April proposal with respect to the recovery of foreign losses 

is directed to a situation that arises because a taxpayer with losses 
in a foreign country can deduct those losses against income earned 
in the U. S. in the year of the loss. W h e n  the foreign operation be­
comes profitable in a later year, the foreign country often collects 
tax on the profits without regard to the prior loss, and if that tax is 
as large as our 48 percent tax, the resulting credit will absorb any 
U. S. tax on those foreign earnings. The result is that the United 
States shoulders the burden of the start-up deductions, but the foreign 
country collects the tax when the operation becomes profitable. Such 
losses often arise in connection with the exploration for oil or .gas 
deposits abroad, involving large intangible drilling and development 
costs.

The April proposal would modify the foreign tax credit provisions 
to require that where a United States taxpayer has deducted foreign 
losses against United States income, such losses would be taken into 
account to reduce the amount of foreign tax credit claimed by such 
taxpayer on foreign earnings in later years. This would eliminate 
the present situation which permits the current deduction of intangible 
drilling costs and other start-up expenses in a foreign country against 
United States source income and then permits a foreign country to 
claim the full income taxes on the profits, with a United States 
tax credit for such taxes when production begins. The proposal, by 
restricting this possibility, would eliminate a present United States 
tax benefit for commencing foreign drilling operations. The estimat­
ed revenue gain from this proposal is $ 1 0 0  million annually after five 
years. 9 ¡-vjrUj00 9 nicr

Elimination of Percentage Depletion in the Case of Foreign Oil and 
üas Production

Pe rcen tage  depletion w as f i r s t  a llow ed in  1926. T h rou gh  the 
y e a r s  it has been reta ined  a s an incentive  fo r  exp lo ra t ion  fo r new 
re se rv e s .

Percentage depletion has been available regardless of whether 
the producing property is located in the United States or in a foreign 
country. However, from time to time adjustments have been made
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in rates and rules, and under existing law percentage depletion is 
unavailable, or available at a lower rate, for foreign production of a 
number of minerals other than oil and gas. In the case of oil and 
gas the depletion deduction is and has always been available abroad 
to the same extent as in the U. S.

In recent years, percentage depletion on foreign oil and gas has 
not produced a benefit in many, if not most, cases because of the 
generally high foreign taxes imposed abroad. ( The precise amount 
of the hypothetical U. S. tax is irrelevant if the foreign tax is in 
any event higher, so that the foreign tax credit eliminates the U. S. 
tax.) However, there is a potential benefit for production in countries 
with lower tax rates.

It is now apparent that our primary aim should be to encourage 
the exploration for new sources of oil and gas in the United States. 
There is no longer any policy support for giving special encourage­
ment to oil and gas exploration and production abroad. Thus, we 
now propose that the Internal Revenue Code be amended to provide 
that percentage depletion shall not be allowed with respect to oil 
and gas wells located in foreign countries. The percentage depletion 
allowance for oil and gas would be limited to wells located in the 
United States, in its possessions, in the Commonwealth of Puerto 
Rico or on the outer continental shelf.

Because the taxes of the major countries where oil and gas is 
now being produced by U. S. companies are now imposed at rates 
equal to or in excess of those which would be imposed by the U. S., 
no major revenue effect is expected from this change, although it m a y  
have a significant effect on some producers. The estimated revenue 
gain is $50 million.

W e  are not now proposing any change in the percentage depletion 
deduction available for other natural deposits located in foreign coun­
tries. However, that question should be examined from time to time 
and adjustments mad e  when appropriate.
Excessive Foreign Tax Rates

Using artificially high posted prices for oil and high tax rates, 
many oil producing countries now collect "income taxes" on petro­
leum profits which greatly exceed income taxes normally collected 
by governments on other business activities. This has created 
what we believe to be a distortion in the normal and equitable oper­
ation of our foreign tax credit system.

W e  continue to support the principle of avoiding double taxation 
through atax credit system. But like other basically sound principles, 
tt can be subject to distortion and abuse in particular situations. The 
special problem that w e  are dealing with arises particularly where

taxing authority and the ownership of the oil are embodied in one 
ana the same entity, which thus has the power to extract payments
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from oil producers in the form of taxes or in some other form, at 
its discretion. The high artificial posted prices on which the taxes 
of a number of oil producing countries are based have created legiti­
mate concern over whether the payments treated as creditable tax are 
"income taxes" or taxes "in lieu of a tax on income. " It is argued 
that these payments, at least in part, m o r e  realistically represent some 
other business expense.

Business expenses are excludible or deductible from gross income, 
but they m a y  not be credited against U. S. income tax. Foreign income 
taxes, on the other hand, m a y  be either deducted from income or 
credited against U. S. tax, at the option of the taxpayer. Thus, if the 
tax law allows payments which in -substance are not income taxes to 
be treated as income taxes, taxpayers will receive larger credits 
than they should. W h e n  the amount of the "tax" payment on foreign 
oil production exceeds the U. S. tax on the same income, the excess 
payment gives rise to ah excess foreign tax credit which m a y  be 
used as a credit against U. S. tax on income from other operations 
in that country, or on income from other foreign countries, depending 
on whether the foreign tax credit is computed on the per-country 
limitation or the overall limitation.

In the case of oil production, foreign producing countries gener­
ally base their tax on the "posted price" for crude oil. The posted 
price is a fictitious price which m a y  or m a y  not have any relationship 
to the market value of the oil. It is, however, almost always higher 
and has moved dramatically higher in recent months. As the posted 
price has risen, the foreign taxes have gone higher. This has led 
to greatly increased excess credits for taxes paid the oil producing 
countries.

Under the tax credit system, as the foreign tax rate goes up, the 
U. S. tax goes down, until the foreign rate becomes 48 percent and 
the U. S. rate becomes zero. Thereafter any increases in the for­
eign rate have no further effect on the U. S. rate on the foreign income 
but simply create "excess credits, " which most companies cannot use. 
However, companies electing the "overall limitation" on the foreign 
tax credit, m a y  average foreign tax rates so that "excess credits 
in one country may, in effect, be used to pay U. S. taxes with respect 
to income earned in another foreign country which imposes little or 
no tax. While we believe this result to be satisfactory in general, 
we believe it leads to a distortion of the credit mechanism in the 
case of oil companies under present circumstances.

The total amounts of these payments to the foreign producing coun­
tries, and the effective rate of taxes have grown so large that, whether 
or not they technically qualify as "income taxes, " w e  do not think that 
we should continue to treat them entirely as an income tax for tax 
credit purposes since they exceed normal levels of taxation and can
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affect very significantly the U. S. treatment of other foreign source 
income of U. S. oil companies. For a number of years, the existence 
of increasingly large excess tax credits was of minor importance b e ­
cause there was no U. S. tax payable in any event, and the companies 
simply accumulated excess credits which they could not use. It now 
appears, however, that major international oil companies are beginning 
to engage more  heavily in foreign operations other than oil extrac­
tion, including operations such as shipping, which are subject to little 
or no foreign tax. The number of companies electing the overall tax 
credit limitation appears to be increasing, and the income from these 
low-taxed foreign operations is thus shielded from U. S, tax by using 
the excess credits resulting from the extremely high ’’taxes" paid to 
the foreign governments on the foreign oil and gas income.

Our proposal would continue the foreign tax credit mechanism sub­
stantially as it has existed over the years, and it would not tamper 
with the basic definition of an income tax. W e  do not underestimate 
the ability of foreign oil producing countries to design the structure 
of their levies to correspond to any definition of an income tax that 
we require. But under our proposal only a reasonable part of the 
foreign income tax would be treated as a creditable tax. The balance 
would be treated as an expense. W e  propose to use U. S. tax levels 
as a standard in determining what is a reasonable level of foreign 
tax to be creditable. Thus in the case of these foreign taxes on oil 
and gas production, we  would treat as creditable only an amount equival 
ent to the U. S. tax on the same income--i. e., in most cases the 48 
percent general corporate rate or, the lesser 34 percent rate for 
Western Hemisphere Trade Corporations, as the case m a y  be.

Since the expense part of the tax is deductible in determining taxable 
income, the determination of the creditable portion must be ma d e  by 
an algebraic formula. The explanatory material in the Appendix sets 
forth this formula and shows how it is derived. Its practical result 
is that foreign oil production will no longer generate excess foreign 
tax credits.

For purposes of applying these rules, the foreign oil taxable income 
°f the taxpayer and the foreign tax paid with respect to that income 
would be determined separately for each foreign country, and the pro­
posed new limit on creditable taxes would be computed separately for 
each foreign country. After application of the limit, the creditable 
axes would be aggregated with other creditable taxes and subjected 
0 the normal per-country or overall limitation on the foreign tax 
credit. Excess tax credits accumulated in taxable years beginning 
e ore the effective date of this proposal could be carried over to 

years beginning after the effective date of this proposal as under pre­
sent law, but would be denied to the extent that they could not have 
een utilized had this change not been enacted. The proposal would 
ecorne effective with respect to taxes paid during, or accrued with 
resPect to, taxable years ending after December 31, 1973.
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It is not possible to estimate the revenue gain from this proposal 
with precision because its enactment will cause taxpayers to change 
their operations in ways which we cannot predict. If m o r e  companies 
were to devise ways to use the excess credits generated under the 
present system, the revenue loss could be in excess of $ 1 billion a 
year. The proposal would foreclose that possibility. If the proposal 
were applied to existing patterns of operations we would expect it to 
produce revenues of about $400 million a year over current levels. 
However, taxpayers can be expected to change their procedures to 
reduce that amount substantially.

It has been suggested that the proper approach to this problem is 
to deny the foreign tax credit entirely with respect to the existing 
taxes on oil income. W e  believe that our proposed limitation is far 
mo r e  desirable. The result of denying the credit would be to subject 
U. S. companies to higher tax burdens than their foreign competitors. 
The step of denying any tax credit should not be taken unless it is 
determined that United States oil companies should not participate in 
foreign oil and gas production.

It has been suggested that the problem in this area is that the in­
ternational oil companies are paying absurdly low taxes, sometimes 
alleged to be on the order of 2< or 3 percent, and that those taxes 
should be raised to the level of other U. S. companies. This is a 
simplistic way of looking at the problem. The fact is that these compan­
ies are paying high taxes on their foreign production. It is true that 
these taxes are not being paid to the tr. ¿>., but it is also true that 
there is no reason under the international system that they should 
be paid to the U. S. If a U. S. company can go to Saudi Arabia, find 
and produce oil, take it to Japan or Western Europe, sell it at a 
profit, pay reasonable taxes to the countries concerned, and repatriate 
the after-tax profits to the U. S., U. S. policy-makers should not be 
dismayed; they should be pleased.

W e  are all upset because the price of oil is high, but the reaction 
should not be to strike out blindly at the most available target. The 
approach of our proposal is not a vindictive one. W e  are not trying 
to penalize oil producers. Nor are we  trying to restrict U. S. c o m ­
panies to U. S. business. What we are suggesting is a technical change 
which will remove the possibility of the oil producers obtaining an 
undue benefit from changed circumstances.

In conclusion, let m e  emphasize our conviction that all of these 
proposals, together with those which we  made last year, are of great 
importance to our nation's welfare. W e  urge that you give them a 
high priority. The Treasury Department will be pleased to a ss is t  
in every way it can.

oOo



A P P E N D I X

Determination of Creditable Portion of Foreign 
Income Taxes on Oil and Gas Production

Many countries collect income taxes on oil and gas production at 
excessive levels. The Treasury proposal would characterize part of 
those income taxes as deductible expenses.

The method of dividing foreign income taxes between a portion which 
would be creditable against U. S. taxes, and the remainder, which would 
be characterized as an expense, m a y  be described in three steps:

(1) The creditable portion of the tax would be equal to the U. S. 
tax rate applicable to corporations times foreign source petroleum in­
come defined according to U. S. law. (The rate would be 48 percent 
for corporations other than Western Hemisphere Trade Corporations 
and also for individuals, trusts and estates, but would be 34 percent 
for Western Hemimsphere Trade Corporations.)

(2) Foreign source petroleum income defined according to U. S. 
standards would be equal to the fair market value of the petroleum, 
less royalties, lifting costs, and other allowable expenses, and less 
that portion of foreign income taxes which is characterized by the U. S. 
as an expense.

(3) The portion of the foreign income tax characterized as an ex­
pense would be equal to the total foreign income tax less that por­
tion of the foreign income tax which is creditable against U. S. taxes.

Each step in the apportionment of foreign income taxes depends on 
some other step. Thus, to determine the creditable portion of the for­
eign tax, it is necessary to express the principle as an algebraic f o r m ­
ula. The general statement of the principle is that the m a x i m u m  credit­
able portion (M) of the foreign income tax (T) is equal to the U. S. 
tax rate (R) times the excess of foreign petroleum taxable income c o m ­
puted without deduqting any portion of the foreign tax (I) over the deduct­
ible portion of the foreign tax (T - M). This m a y  be expressed as the
equation^. ̂  9fiT

M  = R  [I - (T-M) ]
This equation mqy be simplified into the form:

M  = R  (I - T)

. In most cases R  will equal 48%, and the equation may be further simplified into (approximately): M  = .923 (I - T).
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In the case of a Western Hemisphere Trade Corporation, R  = 34%, 
and the equation becomes (approximately) M  = . 515 (I - T).

In practical terms, under the proposal, foreign petroleum ventures 
would no longer generate "excess" foreign tax credits. This is il­
lustrated by the following table:

Calculation of Foreign Tax 
Posted price, per barrel 
Royalty (12. 5%)
Lifting, etc., costs 
Income as defined by 
foreign government 

Foreign income tax (55%)
TaxCalculation of U. S.

Fair market value
Royalty
Gross income
Depletion allowance (22% of $6.19) 
Lifting, etc., costs 
Portion of foreign income tax 
recharacterized 

Taxable income for U. S. 
purposes

U. S. income tax (48%)
Calculation of Credit 
M a x i m u m  credit for foreign 
income tax

Excess foreign tax credit 
Portion of excess disallowed 
because of depletion deduction 

Available excess credit

Present Law

$ 11.65 
- 1.̂ 6 
- 0.20

9.99
5.^9

7.65
- Z M

6 . 1 9
-1 . 3 6

.20

- 0 -

k .63
2.22

2.22
3.27
-0.65

2 . 6 2

Proposal

$ 11.65 
- X f k6 
- 0.20

9.99
3 M

7.65
t i M

6 . 1 9
- 0 -

.20

- 5.03

0.96
0.^6

0.^6
- 0 -

-0-

Under the proposal, excess foreign tax credits carried forward from 
years prior to the effective date of the proposal would still be charact­
erized as excess credits available in the future to the extent they would 
have been used if the proposal had not become law. The excess for­
eign tax credits from such years would not be converted into deductions.
If they were deductible from taxable income, the result would be a 
substantial revenue loss. The additional deduction would typically ex­
ceed taxable income before the deduction leaving the companies with a 
loss which they could offset against taxable income from U. S. sources.



For example, assuming that the figures shown in the table apply 
in 1973 and 1974, an excess credit of $2.62 from 1973 would mo r e  
than offset the taxable income for U. S. purposes of $0.96 for 1974, 
leaving a net loss in 1974 of $1. 66. This loss could be used to offset 
U. S. source income of an equivalent amount, on which the U. S. gov­
ernment would lose the tax of 48 percent or $0. 80.

Treatment of a portion of the foreign income taxes as deductible 
cannot result in a reduction of U. S. taxes on U. S. income except 
in the unlikely case in which the foreign income taxes together with the 
costs associated with the petroleum exceecj the value of the foreign 
petroleum. This case is particularly unlikely under our proposals b e ­
cause of the denial of a deduction for percentage depletion.
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FEO CLARIFIES PETROLEUM ALLOCATION REGULATIONS
The.Federal Energy Office today issued a ruling designed 

to clarify and substantiate the obligations of petroleum 

product suppliers,, and the rights of wholesale purchasers 

to allocations, under the. Petroleum Allocation and Price 
Regulations issued January 15, 1974.

Essentially, the ruling states:

—  Suppliers are required to provide allocations to 

their purchasers of record who were in business during the 

base-period and who have continued their businesses since 

the base-period. A supplier may provide for his base-period 

purchasers directly or through appropriate exchange agree­
ments with other suppliers.

—  A supplier may not escape his obligations to his 

base-period purchasers, even if purchasers have changed 

their location, brand name, trademark, or company name 
since the expiration of the base-period.

Suppliers are required to provide for their base-period 
purchasers immediately, and equitably. If a supplier's timing 

and method of allocating products to his purchasers discri- 

inates against any category or group, the he may be subject 
to legal sanctions for having taken retaliatory action within 
the meaning of the Regulations.

E-74-45 (more)
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—  Suppliers are required to provide allocations to 

their base-period purchasers, even though the supplier 

may have terminated or significantly reduced his activities 

in a geographical region during or since the base-period. 

These suppliers may apply to the National Federal Energy 

Office for reassignment of purchasers. Until such ah 

application is approved, however, the supplier remains 

responsible to all of his base-speriod purchasers.

The full text of the ruling, with references to the 

enforcement of specific provisions of the Petroleum 

Allocation and Price Regulations, will be published in 

the February 4, 1974 Federal Register.

-FEO



FEDERAL ENERGY 01T1Œ 
RULING 1974-3

SUPPJoDüR/PURaiASÈH HiXATIGNSHIPS UAitùR THE PETROLEUM 
AIJJXATIGl'í KECLIATIONS |

3 / ^

A niraber of questions have arisen caiœming the obligations 

of suppliers and the rights of purchasers to allocations under the 

Petroleum Allocation Regulations issued by the Federal Energy Office on 

January 14, 1974 (39 F.R. 1924 et. seq., January 15, 1974). In particular, 

FEO has received inquiries concerning the scope and intent of Sections 

211.13 and 211.24 of the Regulations which require generally that suppliers 

of petroleum products shall provide allocations to their wholesale 

purchasers of record as of the base period. This Ruling is issued, pursuant 

to Section 205.181 of the Regulations and is designed to be of assistance 

to all persons in determining their rights and obligations under the 

Emergency Petroleum Allocation Act of 1974 (Pub. L. 93-15S) and the 

Regulations issued thereunder.

1. AiS a general proposition, the Regulations require a 

supplier to provide an allocation to each of its historical wholesale 

purchasers during the base period - even if the supplier has severed all 

contractual relationsliips with such purchasers since the base period.
In tl\e normal case of a supplier who has not significantly reduced its 

marketing, or distribution activities in a region, most of the supplier’s 

current purchasers (as of January 15, 1974) will also have been its base 

P^iod purchasers. No change in such purchaser/supplier relationships is 

I contemplated by the Regulations. However, with respect to base period 

wholesale purchasers of a supplier who are not its current purchasers,

| e ̂ ^ulations require the supplier to take immediate action to provide
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for such base period purchasers* allocations pursuant to Subpart A of the 
Regulations. Under Section 211.25, a supplier may arrange to supply its 
base period purchasers' allocations either directly or through appropriate 
exchange agreements with other suppliers in accordance with normal business 
practices. Wholesale purchasers who are not historical base period 
purchasers from their current supplier are expected to look to their base 
period supplier to provide for their allocations. Suppliers should 
reestablish relationships with their base period wholesale purchasers on 
an equitable basis. If the timing and method of implementing a supplier's 
program of changeover to its base period wholesale purchasers has the 
effect of discriminating against any category or group of such purchasers, 
such a supplier may be subject to sanctions for having taken "retaliatory 
action" within the meaning of Section 210.61 of the Regulations.

2. A supplier must provide for allocations to its wholesale 
purchasers of record during the base period as along as those purchasers 
continued to maintain their ongoing business since the base period. A 
purchaser does not lose his right to an allocation frcm his base period 
supplier unless, since the base period, the purchaser abandoned his ongoing 
buisiness entirely or transferred his entire ongoing business to a third 
party. (Section 211.24) In the latter case, the third party has 
acquired the right to the allocation frcm the historical supplier, and 
the original purchaser (if he has opened a new business) must apply to 
a supplier as a "new customer." Unless the historical purchaser has 
completely abandoned his original ongoing business or conveyed it to a 
third party, he continues to have the right to an allocation frcm his 
historical supplier even though (1) the supplier ceased supplying the
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purchaser since the base period, (2) the supplier terminated a franchise 

or lease agreement with the purchaser since the base period, or (3) the 

purdiaser has moved the location of his ongoing business to other 

premises since the base period.

3. The Regulations do not permit a supplier to escape its obliga­

tion to its wholesale purchasers of record during the base period if the 

purchaser has changed its brand or trademark affiliation since that time. 

The success of the allocation program depends upon the ease with which 

wholesale purchasers can return to their base period supplier relationships 

and, in the event of imbalances, the ease with which the Federal Energy 

Office can redirect the produc1 ? of various suppliers in order to assure

an equitable nationwide allocation of petroleum products. The Federal 

Energy Office is aware that it is a normal business practice in the 

industry for a supplier to provide its purchasers with products through 

exchange agreements with other suppliers and the Regulations recognize this 

practice. (Section 211.25) Accordingly, a change in brand or trademark 

affiliation is not a basis (except in unusual cases) upon which the 

Federal Energy Office would permit suppliers to refuse to provide 

allocations to their historical base period wholesale purchasers.

4. The fact that a supplier has, during or since the base period, 

terminated or significantly reduced its marketing or distribution 

activities in a region does not diminish the obligation of that supplier 

to provide allocations to its base period wholesale purchasers in that 

region. The Regulations recognize, however, that under certain circum­

stances it may be appropriate for such suppliers to apply to the Federal

^gy Office to seek adjustments in the method of supplying their base
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period purchasers. (Section 211.14(d)) It must be emphasized, however, 

that until the Federal Energy Office authorizes reassignment of wholesale 

purchasers pursuant to Section 211.14 (d), all suppliers have an 

inmediata and continuing obligation to provide allocations to their base 

period wholesale purchasers —  either directly or through appropriate 

exchange agreements with other suppliers. Suppliers which have embarked 

on a program to terminate or reduce their marketing and distribution 
activities in a region must cease such withdrawal program pending a deter­

mination by the Federal Energy Office of whether reassignment of their 

base period wholesale purchasers in that region would be appropriate 

under the Regulations.
5. Withdrawal from a region by a supplier since the base period 

does not alter the obligations ewed to base period purchasers in that 

region by the supplier. However, certain actions by suppliers, such as 

cancelling a lease under which a base period purchaser has been operating 

on ongoing business on premises owned by the supplier may have the effect 

of putting the purchaser out of business. The Regulations provide that 

purchasers who have gone out of business shall not be eligible for 
allocations premised on base period supplier relationships. Nevertheless, 

the Federal Energy Office is prepared to take action to prevent practices 

by suppliers which have the clear effect of circumventing the provisions 

of the Allocation Regulations. Suppliers who terminated leases with their 

base period purchasers in the period follcwing enactment of the 
Emergency Petroleum Allocation Act of 1973 or whose conduct with respect 

to base period purchasers otherwise threatens to terminate the latter's 

ongoing business, may be determined to have engaged in "retaliatory acti
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within the meaning of Section 210.61 of the Regulations. That section 

prohibits any action, including a refusal to continue to sell or lease, 

contrary to the purpose or intent of the Federal Energy Office, when 

such action is taken against another firm or individual who exercises any 

rights conferred by the Emergency Petroleum Allocation Act of 1973, or 

by the Regulations issued thereunder. Furthermore, termination by a 

supplier of leases with base period purchasers —  as part of a program of 

withdrawal from a region —  may be determined to be in violation of 

Section 210.62 of the Regulations which requires suppliers to deal with 

purchasers according to ’'normal business practices" and prohibits modifica­

tion of "normal business practices" so as to result in circumvention of 

any provision of the Regulations, Because the Regulations impose a 

continuing responsibility upon a supplier to provide allocations to his 

base period wholesale purchasers despite its withdrawal fran a region, 

action which is in furtherance of a program of withdrawal by the supplier 

fran a region may not be considered a "normal business practice" until 

the Federal Energy Office authorizes a program of reassignment of that 

supplier's base period purchasers to other suppliers in the region.

6. Any supplier which, during or since the base jperiod, has 

significantly reduced its marketing or distribution activities in any of 

the 10 Regions of the Federal Energy Office may apply to the National 

Federal Energy Office to seek adjustment in the method of supplying 

customers in that region. The application shall contain an explanation 

of the reasons why it is impractical for that supplier to provide alloca­

tions to its base period wholesale purchasers in the region —  either
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directly or tiirough exchange agreements with other suppliers. In addi­

tion, the application shall contain the foilwing information:

(1) The number of wholesale purchasers of record in the 

region during each month of the base period

(a) who were branded independent marketers

(b) who were non-branded independent marketers

(c) other wholesale purchasers (describe)

(2) The volume of product supplied, either directly or 

through exchange agreements, to each of the classes of entities 

enumerated in response to (1) for each month of the base period.

(3) The number of wholesale purchasers of record during each 

month of the base period (or successors in interest to their 

ongoing business) in each of the classes enumerated in (1), who 

maintained that ongoing business in the region during each of 
tile foilwing periods:

(a) November 1 - November 30, 1973

(b) December 1 - December 31, 1973

(c) January 1 - January 31, 1974

(4) With respect to each of the classes of entities described 

in (1), for each period specified in (3), the number of entities 

in the region who received any supplies of product fran the 

applicant, either directly or through exchange agreements with 

other suppliers. For each such period and class of purchaser, 

the allocation fraction utilized (or if an allocation fraction 

was not utilized, the volume of product).
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(5) For each of the classes of purchasers described in (1), 

for each period specified in (3), the allocating fraction 

utilized for the balance of any supplier *s marketing or 

distribution system.

Based on an application prepared in accordance with the fcreeping, 

the Foderc'l Jhergy Office will consider whether to authorize reassignment 

of customers pursuant to Section 211.14 (d) of the Regulations. It shou ld  b 

enphosized, ho.cever, that until such reassignments ¿ire authorized, all 

suppliers are obligated to provide allocations to their base period w hole- 

sale pur días or s of record —  either directly or through appropriate 

exchange agreements with other suppliers. The ability of a supplier to 

provide ai.locations through int...;im arrangements, including exchange 

fgreaaonts, shall not prejudice; its application for reassignments under 

Section 211.14(d). Failure to provide for allocations to base period 

wholesale purchasers as provided by trie Regulations will expose suppliers 

to the remedies and sanctions specified in the Regulations.

February 1, 1974
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I especially value the opportunity to participate in 

McGraw Hill's conference on managing the energy crisis. It 
is also a delight to receive such a gracious introduction 
from Gene Simpson. I might add, that in addition to being 

McGraw Hill's Group Publisher, Gene, like myself, is a graduate 

of that distinguished center of learning, Lafayette College.

In the nearly two months since the Federal Energy Office 
was created, the energy crisis has become increasingly a fact 

of American life.
While each of us hopes that the Arab oil embargo will 

be lifted, the lamentable fact j_s# that lifting the embargo 

will not mean an end to shortages or an end to the need to 

manage our shortages . . . or, most important, the end of 

Project Independence.

E-74-46



- 2 -

There is no question that the embargo compressed the 

transition period from a low-cost, abundant energy supply 
market —  to a higher cost, and leaner energy situation.

The simple fact is that today, our economy is absorbing an 

almost 14 percent energy deficit below normal anticipated 

demand. Even then, we are still importing about 5 million 

barrels of oil a day, and post-embargo we will be importing 

nearly 7 million barrels of oil a day.
Achieving energy self-sufficiency will depend upon 

meeting five essential challenges:

First, we must conserve energy by reducing consumption, 

and increasing the efficiency of energy conversion processes.

Second, we must accelerate and increase the domestic 

production of oil and natural gas# as well as moving to

develop oil shale.
Third, we must increase the use of coal —  first as a 

supplement, and later through commercial shale gasification 

and liquefaction, as a replacement for oil and natural gas.

Fourth, we must expand the production of nuclear energy as 

rapidly as possible.
And Fifth, we must expand the u s e ’of renewable energy 

sources —  such as hydro, geothermal, and solar energy 
and to bring the promise of fusion and central station solar 

power into the marketplace.



-3 AM
In regard to Energy R & D, we have asked the Congress 

for legislation and funding, including a request for $1.8 

billion next year and $10 billion over the next five years 

to research alternative sources of energy. This will also 

allow us to achieve compatibility between our environmental 

and energy needs. Of next year's funds, $894 million, almost 

half, will go to nuclear reactor development. Another $427 

million will go for coal research. And still other funds will 
be committed to pollution control, fusion, and solar and 

geothermal energy research.

Since the Federal Energy Office was established last 

December 4th, we have taken vigorous action in each of these 
areas.

- We have assumed control of the mandatory allocation 

program.
- We have implemented realistic energy conservation 

goals, and the response to them has been excellent.

- We have developed the most accurate energy data re­

porting system, within the time available, and have 
asked the Congress for necessary legislation so we 

can improve upon it.

~ We have proposed changes to our tax structure, and 

made other key legislative initiatives to accelerate 
the development of our domestic energy resources.

We at the Federal Energy Office are acutely aware 

the magnitude and complexity of the energy crisis.
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The goals of our long-term measures are to provide 
future generations with abundant, reasonable cost sources 
of clean energy —  including energy that is either re- 
plenishable or nearly inexhaustible.

Bringing a new generation of energy technology on the 

line such as solar energy, geothermal, and fusion, will take 
time. Until we can —  and we're really talking about years —  

we will have to depend upon conventional fuels, coal, oil, 
and natural gas to meet nearly all our energy needs. For 

example, nuclear power may be able to meet only 10 percent of 

our total energy needs by the year 1985.

Another point that should be made clear, is that even 
developing conventional energy sources also takes a good deal 

of time. It takes:

- 4 to 5 years to open an underground coal mine.

- 3 to 4 years to construct a refinery, and bring it

into full production.
- 3 to 4 years to develop a new oil field, or bring

natural gas from exploration into the marketplace.

- and even the trans-Alaska Pipeline, which will move

2 million barrels of oil a day when it is pumping 

at maximum capacity, may not be completed until the 

end of this decade.

When I am confronted with the questions whether the 

energy crisis is contrived, or whether it is the result of 

a conspiracy, my first thought is:
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The fact that our energy demand has been growing at 

the rate of four to five percent a year for the past 20 
years was not contrived.

The fact that domestic exploration peaked in 1956, 
and that domestic production has been decreasing since 1970 
was not contrived.

And, most important today, the fact that we are 

importing 5 million barrels today -- and post-embargo 

we will be importing 7 million barrels a day •—  is not 
contrived.

It is a global crisis that literally threatens the 

integrity of the world economy, to say nothing of our own 
national security.

To balance our energy accounts, matching supply with 
demand, we are overseeing the Mandatory Petroleum Allocation 
Program which, as you know, was authorized when Congress 

passed the Emergency Petroleum Allocation Act.

I will not go into the details of the allocation program 
this afternoon, but I would like to make some comments on 
what our goals are; what we have accomplished; and what we 
plan to do.

The goal of the Mandatory Allocation Program is to ensure 

that in a shortfall environment, existing supplies are managed 

as equitably as possible. We are committed to ensuring that 

the shortages are shared regionally as well as distributively 

within the economy, without inhibiting long-term economic
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growth, resulting in severe discomfort, unacceptable 
unemployment levels, or an interruption of critical human 
services.

When the Federal Energy Office assumed control of the 
Mandatory Allocation Program there was a backlog of about

20,000 cases. Today we have reduced those to a normal 
weekly caseload, which is 1,500.

We have increased the allocation staff to over 1,280 
today, including 926 who are in regional or State offices.

Today, I am most concerned about the fact that some 

States, because of the uneven character of traditional supply 

patterns, have significantly less fuel than others. These 
same conditions have also affected prices. As a consequence, 

there are notable price differences in some States.

Because of this, we have undertaken an intensive evaluation 
of the situation and will be addressing these questions in 

subsequent changes to the regulations.
The decisions have not always been easy ones. And I 

wouldn't be frank if I didn't admit that in any management 
undertaking like the allocation program, we may not have been 
as responsive as we would like to have been. I am convinced, 

however, that we are well on the way to offering timely, 

efficient, and accurate service.

I personally welcome your comments in this regard, and 

would especially appreciate it if you would send us any 

proposals you have for upgrading the effectiveness of the 

allocation program.
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Allocating existing supplies is just one-half of our 

most pressing immediate task. The other half is energy 
conservation.

The results, to date, are encouraging.

The response of industry, commerce, and the American people 

to our energy conservation measures has been magnificent, and is 
one of the primary reasons we_ have not had to implement gasoline 

rationing.
With the business sector accounting for nearly 70 

percent of our total energy consumption, we have asked 
business and industry to do "their share."

After sending out over 43,000 letters to businessmen 

throughout the country, we have received over 12,000 letters

of commitment to save energy, and the responses are still 
coming i n .

The Pepsi-Cola distributors in Texas, for example, 
have reported that by changing route patterns, they have 

been able to cut gasoline consumption by more than 40 percent.

And reports of 15 to 20 percent savings at businesses 
and factories across the country are not uncommon.

The consumer is doing his part, too.

From New England, we have evidence that as a result 

conservation measures, residential heating oil consumption 
bas been cut by 20 percent, even after allowing for warmer
weather.
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I believe that this same kind of support for energy 

conservation is going to translate nationally into a 15 
percent reduction because consumers are turning their 

thermostats down six degrees and industry ten degrees.

And the potential for even greater energy savings are 

just beginning to show up as small businessmen, corporations, 
and even entire industries conduct energy audits.

There is no question that along with the weather, energy 
conservation is our greatest cushion against rationing. I 
believe, and I think the majority of American consumers 

share this view, that rationing is at best, an unattractive 

last resort. Because what we're really talking about is 
adding 17,000 employees and one and one-half billion dollars 

to the Federal budget. And even then, our rationing plan —  

no matter how fair it is —  will not result in an increase 

of 9as. for your car, heating oil for your home, or electrical 

power for your business. This is not to mention the im­
position of this terrible burden on the American people 
and subsequent loss of an important freedom.

The overwhelming challenge we face in the months and 

years ahead will be to translate our energy policy into new 
attitudes, values, and patterns of action that will lead to 

the ability for energy self-sufficiency.

To attain self-sufficiency we have set forth an 
approach to the development of sound energy policy:
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First, we must establish a central energy organiztion.

The creation of the Federal Energy Office is a major step 

in that direction. In the long run, however, it is essential 
that we have legislation to create a Department of Energy and 

Natural Resources.
Second, we must develop a new short and long-range "energy 

conservation ethic" in this country that will dampen the runaway 

growth in energy demand. Some estimates indicate that thirty 
to forty percent of the energy produced in the U.S. today is 

wasted. One analysis shows that the 210 million people in 
America, in effect, waste as much energy as the 110 million 

people in Japan consume. We simply cannot afford to allow the 
growth in energy demand to continue to outpace our productive 

capacity -- as it does now, and would, even without the oil 

embargo.
Third, we must accelerate the development of our massive 

untapped domestic energy resources,through Project Independence. 
With almost half the free world's known coal reserves, we 
have enough coal to meet our total energy needs for centuries. 
And we have the equivalent of one trillion 800 billion barrels 

of oil locked in our massive oil shale reserves in Colorado, 

Wyoming, and Utah, enough to last more than a century.
We must move vigorously to accelerate the pace of oil 

and natural gas leasing on the Outer Continental Shelf. It 
seems incredible that less than 3 percent of the OCS has been

leased in the twenty-odd years since the program was originated.
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And there are an estimated 100 billion barrels of oil 

reserves on the North Slope, in Naval Petroleum Reserve No.
4 in Alaska, and off the Alaskan Coast.

We can no longer afford to allow these critical resources 

to lie undeveloped, or underutilized.

Fourth, we must develop a new relationship between govern­

ment and industry to ensure that we have an accurate, and 

timely auditing process to cover every aspect of the energy 
situation. We have already taken firm action, within existing 

powers, to get that kind of information as soon as possible.

And, where additional authority is required we have asked 
Congress to enact the needed legislation.

Fifth, we must forge a new structure of international 

cooperation within the world community, between producing and 
consuming nations.

The international implications of the energy crisis are 
profound because of the obvious economic and national security 
ramifications. For this reason, President Nixon has called 

a meeting on February 11 with the major oil consuming nations 

of the world to be followed by a meeting of the consuming 
and producing nations of the world. This is a major step 
to address our mutual problems.

Today, most industrialized nations are competing for limits 

supplies in a market with dramatically escalating prices.



Yesterday, I met with Canadian Energy Minister Donald 

MacDonald to discuss concerns on both sides of the border 

over energy allocations, and Canada's role as a supplier of 
energy to the U .S .

Like us, the Canadians are also seeking to achieve 

self-sufficiency. They, too, are concerned about the rising 
cost of Mideast oil.

We agreed to proceed with discussions looking toward 
possible international agreements relating to pipelines 

carrying oil and natural gas through one country, to the 

other. Such agreements would cover not only existing pipelines, 
but those which may be constructed in the future. One such 

application is expected to be filed for a gas pipeline passing 
through Canada to the U.S. There also may be an application 

for a competing pipeline that would pass through Alaska. The 

negotiation of such an agreement would in no way prejudice 

which route might ultimately be accepted. It would, however, 

seek to assure that if the Canadian route is selected, the 

American consumer can rely upon the flow of natural gas without 
fear of discriminatory practice.

Because of short petroleum supplies, aggravated by the 
Arab embargo, there have been some difficulties in cross-border 

exports from both countries. Most of these difficulties have 

been resolved in the past, but to facilitate early resolutions 

ln ^he future, we agreed to adopt general guidelines and points 
°f contact for continuing discussion.
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We have also agreed to pursue discussions of Canada's 

future development of her energy resources, and to determine 

how these plans relate to U.S. objectives to obtain the ability 

for self-sufficiency.

Like it or not, America and a majority of the other 

members of the world community face a critical challenge that, 

if left untended, could undercut existing economic and national 
security relationships. At home, this challenge means that 

all of us will have to translate our concern about an energy 

shortage now, into patterns of action that will lead us to 

energy independence in the future.
I have every conviction that we, as a Nation and a people, 

have the spirit and determination to meet that challenge.
I'm asking each of you now to join us in that task.

Thank you.
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RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2,5 billion of 13-week Treasury bills and for $1,8 billion 
|of 26-week Treasury bills, both series to be issued on February 7, 1974, were 
fcpened at the Federal Reserve Banks today. The details are as follows:

Range of accepted
KOMPETITIVE BIDS:

High
Low
Average

13-week bills 
maturing May 9, 1974

Price
Equivalent 
annual rate

98.253
98.237
98.243

6.911%
6.975%
6.951% u

26-week bills 
maturing August 8, 1974

Price

96.618 a/ 
96.567 " 
96.589

Equivalent 
annual rate

6.690%
6.791%
6.747% 1/

|a/ Excepting 1 tender of $3,140,000

Tenders at the low price for the 13-week bills were allotted 48%. 
Tenders at the low price for the 26-week bills were allotted 45%.

fOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Applied For Accepted Applied For Accepted
Boston $ 89,460,000 $ 24,030,000 $ 45,805,000 $ 12,905,000
New York 3,519,270,000 2,061,825,000 2,250,790,000 1,461,335,000
Philadelphia 63,595,000 28,440,000 9,530,000 9,530,000
Cleveland 42,655,000 35,095,000 23,500,000 22,690,000
Richmond 44,795,000 26,795,000 27,250,000 16,030,000
Atlanta 41,705,000 27,105,000 21,625,000 13,810,000
Chicago 286,485,000 79,335,000 199,560,000 90,060,000
St. Louis 70,720,000 45,510,000 45,845,000 30,345,000
Minneapolis 28,425,000 21,425,000 25,520,000 21,520,000
Kansas City 45,585,000 30,665,000 23,330,000 22,485,000
Dallas 42,415,000 20,415,000 35,395,000 13,395,000
San Francise3 224,850.000 100,550,000 145,955,000 86,655,000

TOTALS $4,499,960,000 $2,501,190,000b/ $2,854,105,000 $1,800,760,000
k/Encludes $404,320,000 noncompetitive tenders accepted at the average price. 
¿/Includes $202,000,000 noncompetitive tenders accepted at the average price. 
J These rates are on a bank discount basis. The equivalent coupon issue yields 

are 7.17 <f0 for the i3_week bills, and 7 .08 % for the 26-week bills.
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EXPLANATION OF TREASURY'S FOREIGN TAX CREDIT PROPOSALS 
AS THEY RELATE TO FOREIGN OIL AND GAS INCOME

The Foreign Tax Credit
The foreign tax credit is a provision in our income 

tax laws which prevents, an American business or individual 
earning income in a foreign country from being subject to 
tax twice on that income. The credit allows the taxpayer 
to credit each dollar of tax paid to a foreign country 
against one dollar of U.S, tax which would have been paid 
to the U.S. on that foreign income. The foreign tax credit 
offsets U.S. taxes only on income earned in foreign coun­
tries , and then only to the extent that tax payments are 
made to foreign countries on that income.

If the foreign tax is lower than the U.S. tax, the 
U.S. will collect additional tax. If the foreign tax is 
the same or higher, the U.S. will not collect additional 
tax on the same income. Credits for foreign income taxes 
cannot be used by U.S. companies to offset their U.S. 
income tax on the income they earn in the U.S.

The foreign tax credit is computed as the lesser of
(1) the foreign tax paid or (2) the U.S. tax on the foreign 
income, defined as

Two Methods of Computing the Credit
The taxpayer can choose to compute his foreign tax 

credit under one of two methods, the per-country method 
or the overall method. Under the per-country method, the 
foreign taxes and foreign income are computed on a country- 
by-country basis . That is, the foreign tax credit is com­
puted separately by segregating the income from each foreign 
country and the taxes paid to that country.

foreign income 
worldwide income x U . S . tax on worldwide income



Under the overall method, all foreign income taxes 
and foreign source income are aggregated. This allows 
the taxpayer to average taxes paid to one foreign country, 
to the extent they exceed the U.S. tax on income earned 
in that country, with foreign taxes paid to another foreign 
country, when the tax levied by that second country is less 
than the U.S. tax on income earned in that country.

For example, if in 1972, a U.S. corporation earns 
$100 of taxable income in country A, earns no income in 
the U.S., and pays $20 of tax to country A, it would make 
a tax payment to the U.S. of $28 (100 x 48% corporate 
rate = $48, less $20 foreign tax paid).

If, in 1973, the corporation earns $100 of taxable 
income in country A, and pays a tax of $80 to country A, 
the corporation would have $32 of excess foreign tax 
credit ($80 tax payment to country A  less $48 maximum 
credit) which could not be used in 1973. If the corpora­
tion also earned $100 of taxable income in the U.S., it 
would pay $48 of tax to the U . S . , which equals the full 
amount of U.S. tax (at the 48% corporate rate) on the 
U.S. income. The U.S. tax on the U.S. income would not be 
affected by the foreign income or the foreign income tax.

If, in 1973, that same corporate taxpayer also earned 
$100 of taxable income in country B which was not subject 
to tax in country B, its U.S. tax bill would depend on 
whether it used the per country or the overall method of 
computing the foreign tax credit. In either case, the 
U.S. tax on the U.S. income would be $48. Under the per- 
country method, the total U.S. tax would be $96 ($48 on 
U.S. income plus $48 on income from country B ) . Under the 
overall method, the total U.S. tax would be $64 ($48 on 
U.S. income plus $16 on foreign income). The computation 
is as follows:

U.S. source income $100

Foreign source income:
Country A 
Country B

$100
100 200

Worldwide taxable income 300

Gross U.S. tax (48% x $300) 144
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Per Country Limitation Overall Limitation

Country A Country B

(1) Maximum' 100 x 
Foreign 300 
Tax
Creditable

144 = 48 100 x 144 = 48 
SOT

200 x 
300

144

(2) Foreign tax 
paid 80 0 80

(3) Credit- 
lesser of 
(1) or (2)

48 0 80

U.S. Tax Net of $96 $64
Credit

The effect of the foreign tax credit is that once the 
foreign rate of tax on foreign income exceeds 48 percent 
the excess credit cannot be used in the current year. How­
ever, companies electing the "overall limitation" on the 
foreign tax credit, may average foreign tax rates so that 
"excess credit" in one country may be used to offset U.S. 
taxes with respect to income earned in a second country 
which imposes no tax or a lower tax.

Treasury's Proposal to Limit the Creditable Part of the 
Foreign Tax on Petroleum Income

The Treasury proposal would take away the ability to 
use high taxes paid to one foreign country on oil or gas 
income to set off against the U.S. tax on other income in 
the same or other countries.

This would be accomplished by treating only part of 
the foreign tax as a creditable tax. The balance would 
be treated as a deductible expense. The part which would 
be treated as a creditable tax would be limited to 48 per­
cent (except for Western Hemisphere Trade Corporations) of 
taxable income, determined under U.S. standards, from foreign 
oil and gas properties.
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In the example above, assuming all of the income 
from country A was oil income, the Treasury proposal 
would allow only $18.46 of the 1973 payment to country 
A to be treated as a tax. This is calculated as 48/52 
times (100-80). The remaining $61.54 would be deductible. 
Thus, the corporation's taxable income from country A would 
be reduced from $100 to $38.46, the U.S. tax on this amount 
at 48% would be $18.46, and the full amount treated as a 
tax ($18.46) would be used to offset the U.S. tax, leaving 
no excess credit.

Taking into account the income from the U.S. and 
country B as w e l l , the corporation's worldwide taxable 
income for 1973 would be reduced from $300 to $238.46, 
the corporation's gross tax on its worldwide taxable 
income would be reduced from $144 to $114.46, the foreign 
tax credit would be $18.46, and the net tax paid to the 
U.S. would be $96. The foreign tax credit would be the 
same, whether computed under the per-country or the over­
all method.

Per Country Limitation Overall Limitation
Country A Country B

(1) Maximum 38.46x114.46=18.46 TOO xll4. 46=48 138.46x114.46=66.46
Foreign
Tax

238.46 238.46 238.46
Creditable

(2) Foreign
Tax

18.46 -0- 18.46

(3) Credit- 
lesser 
of (1) 
or (2)

18.46 -0- 18.46

Because the ability to use the high tax paid on oil or
gas income against other foreign income has been elimi­
nated, the U.S. would pick up $32 in tax under the facts 
in the example.

Treasury's Proposal to Reduce the Tax Credit by Prior 
Foreign Losses

Under existing law, taxpayers (usually those who use 
the per-country method of computing their foreign tax 
credit) are able to deduct their foreign losses from 
their U.S. source income, and thus reduce their U.S. tax.
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Later, when their operations in the foreign country 
become profitable, they receive a full foreign tax 
credit against their U.S. tax on the foreign-source 
income from such country. This is a particular problem 
with oil companies where foreign drilling operations 
typically cause large losses until petroleum is found.

To illustrate: Assume that a U.S. corporation 
sustains a loss of $100 in country X in its first year 
of operations there and deducts that loss from other 
income earned in the U.S. In the following year it 
derives a profit of $200 from its country X operations 
and pays an income tax of $96 (assuming a 48 percent 
rate) to that country. . (Country X does not provide for 
the carry-over of losses.) Under current law, the U.S# 
taxpayer would receive a foreign tax credit of $96 for 
the foreign tax paid and, consequently, would pay no 
U.S. tax on his country X income. However, the tax­
payer's foreign taxable income for U.S. purposes has 
been only $100 when years 1 and 2 are considered 
together. This means that the U.S. tax on the foreign 
taxable income for years 1 and 2 (before the foreign tax 
credit) was only $48. The United States has borne the burden 
of the start-up deduction, but the foreign country has 
gotten the tax.

The function of the foreign tax credit is to permit 
taxpayers to offset their foreign tax on foreign income 
against the U.S. tax on such income. In the situation, 
described, it is proper for the United States to permit  ̂
a foreign tax credit of only $48, which corresponds to 
the $48 of U.S. tax (before credit) imposed on the $100 
of taxable income from country X for years 1 and 2. Under 
current law, however, the taxpayer receives a $96 credit 
to apply against the $48 of U.S. tax, which results in an 
unwarranted credit of $48.

The proposal requires a carry-over of the loss to 
Year 2 and subsequent years for purposes of reducing the 
foreign tax credit. Under the proposal the taxpayer's 
foreign tax credit is reduced in subsequent years by the 
prior losses, but the taxpayer will be able to credit at 
least three-fourths of his tax credit in any one year.
This is accomplished technically by limiting the loss 
taken into account in any one year to not more than 25 
Percent of the taxpayer's foreign income in that year.
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To illustrate:

The formula is as follows:

Limitation = Taxable income from foreign country x U.S. income
worldwide taxable income tax before

credits
A. In 1973, a taxpayer incurs a loss of $100 in 

country X. In 1974, the taxpayer earns $100 in country X.
The tax credit in 1974 would be computed as follows:

$75 (Taxable income from X after reduction) x 48 = $36 
$100 (worldwide taxable income)

In this case only 1/4 of the 1973 loss is taken into account 
in 1974 because of the 25% limitation. The additional 3/4 
of the 1973 loss would be taken into account in later years.

B. If the facts were the same, except that in 1974 
the taxpayer had $400 of income in country X, the full loss 
would be taken into account that year in computing the tax 
credit as follows:

$300 (Taxable income from X after reduction) x 192 =$144 
$400 (worldwide taxable income)

In this case the $100 prior loss does not reduce the 
taxable income by more than 25% and is included in full in 
the numerator.

oOo



O e p a r i m e n t o f l l K T R E
n r  o ù o o a  TltEPHONE W04-2041iHINGTON, D.C. 20220

FOR IMMEDIATE RELEASE February 5, 1974

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two series 
of Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
cash and in exchange for Treasury bills maturing February 14, 1974, in the amount 
of $4,309,420,000 as follows:

91-day bills (to maturity date) to be issued February 14, 1974, in the amount 
of $2,500,000,000, or thereabouts, representing an additional amount of bills 
dated November 15, 1973, and to mature May 16, 1974 (CUSIP No. 912793 TM8 )
originally issued in the amount of $1,801,370,000, the additional and original 
bills to be freely interchangeable.

182-day bills, for $1,800,000,000, or thereabouts, to be dated February 14, 1974, 
and to mature August 15, 1974 (CUSIP No. 912793 UK0 ).

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form only, 
and in denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the clos-
ing hour, one-thirty p.m., Eastern Daylight Saving time, Monday, February XI, 1974. 
Tenders will not be received at the Treasury Department, Washington. Each tender 
®nst be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed 
°n the basis of 100, with not more than three decimals, e.g., 99.925. Fractions 
may not be used. It is urged that tenders be made on the printed forms and for­
warded in the special envelopes which will be supplied by Federal Reserve Banks 
or Branches on application therefor.

Banking institutions generally may submit tenders for account of customers 
Provided the names of the customers are set forth in such tenders. Others than 
anking institutions will not be permitted to submit tenders except for their own

(OVER)
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account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2 percent 
of the face amount of Treasury bills applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company.

• Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only thosel 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accept̂  
in full at the average price (in three decimals) of accepted competitive bids for j 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on February 14, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing February 14, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accruj 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex­
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price p&i 
for the bills, whether on original issue or on subsequent purchase, and the amoum 

actually .received either upon sale or redemption at maturity during the taxab e 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this n o t ic e ,  

prescribe the terms of the Treasury bills and govern the conditions of their i*> 
Copies of the circular may be obtained from any Federal R e s e r v e  Bank or Branch.
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RELEASE ON RECEIPT February 5, 1974

TREASURY SECRETARY SHULTZ NAMES WILLIS J. PRICE 
SAVINGS BONDS CHAIRMAN FOR KENTUCKY

Willis J. Price, President, Standard Oil Co. of Kentucky, 
is appointed volunteer State Chairman for the Savings Bonds Pro­
gram in Kentucky by Secretary of the Treasury George P. Shultz, 
effective immediately.

He will head a committee of business, banking, labor, 
government, and media leaders throughout the state, who -- in 
cooperation with the U. S. Savings Bonds Division -- assist in 
promoting Bond sales in Kentucky.

Price graduated from Florida State University in 1953, and 
joined Standard Oil the same year. He became President of the 
company on January 1, 1970.

Prior to his new assignment with the Bond program, Price 
served as Louisville "Take Stock in America" Chairman in 1971 
and 1972.

Price is active in many business, civic, and educational 
organizations, including: President, Louisville Fund for the 
Arts, 1973; Board of Overseers, University of Louisville;
Board of Directors, Citizens Fidelity Bank and Trust Co.; Direc­
tor, Mississippi Research and Development Council, Kentucky In­
dependent College Foundation, Louisville Better Business Bureau, 
Louisville YMCA, Spindletop Research, Inc., and International 
Center, University of Louisville.

Price is married to the former Gloria Rick. His hobbies 
are golf and art.
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REMARKS OF THE HONORABLE JOHN C. SAWHILL 
DEPUTY ADMINISTRATOR OF THE FEDERAL ENERGY OFFICE

BEFORE THE
NATIONAL ASSOCIATION OF AUTOMOBILE DEALERS 

AT THE HILTON INTERNATIONAL HOTEL 
LAS VEGAS, NEVADA 

TUESDAY, FEBRUARY 5, 1974

I am delighted to have this opportunity to be a part of 
the National Automobile Dealers Association, and especially 
value your President, Mr. John S. Hinkley's gracious invitation.

While preparing my remarks, I found myself reflecting 

on the ancient king's practice of "slaying the bearer of bad 
news." Fortunately —  at least in Washington —  the practice 

has been abandoned. I wouldn't be frank, if I didn't admit 
that I hope the National Automobile Dealers Association shares 

our view on that matter.
There is little question that the energy crisis has 

brought disquieting and even cold news into the lives of nearly 
everyone in the country. For some people, it has brought a 

sudden change in life style and for still others, it has even 
brought a little discomfort. For nearly all of us, it has 
brought new attitudes, and new values.

Of all the sectors of the American economy, however, 
the auto industry —  and especially the members of the National 

Automobile Dealers Association —  have begun to absorb the 
first waves of economic impact.

E-74-51
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We are accurely aware of your concerns.

* Concerns over a drop in domestic auto sales, which 

according to some estimates, will drop from $9.69 million 
last year, to about $8.85 this year and no matter how you 

balance the figures, many of you will be unhble to sell as 
many units as you did last year.

* Concerns over auto inventories that are simply not 
compatible with the energy conscious needs of consumers today, 
that have resulted in a reduction in full-sized medium car 
sales from 18 percent of the market a year ago last December, 
to about 12 percent in 1973.

* And, most important of all, we are sensitive to your 
concerns over the future of your businesses, and of the millions 

of people whose livelihoods depend upon the role of the automo­
bile in America.

We know that some dealers throughout the country are 

losing their businesses.
We know that some dealers have had to reduce their 

sales forces, and these kind of decisions are hard, because 
we're not just talking about the economic cost of the energy 

crisis -- but the human cost.
It is for this reason —  above all others —  that 

Secretary Simon places the highest priority on getting the 

facts on the energy crisis to you and the almost 21,000 
members of NADA as quickly and as accurately as possible.



That is exactly what I would like to do this afternoon.

Each of you, I'm sure, as well as many other people across 

the country, have seen accounts that the energy crisis is

contrived. j v v n í á x o o - W - í  ' isw pw
We have seen accusations that there are millions of barrels 

of oil hidden away in capped-off wells, and that there are 

tankers laying off our coasts waiting only for the next price 
increase before their supplies are brought to the market.- ,

We have heard allegations that the oil industry, in 

search of massive windfall profits, coaspired to create 
the energy shortages, and drive prices up at an almost 
phenomenal pace. (I am sure, incidentally, that both 
Secretary Laird and Frank Ikard of the American Petroleum 

Institute will comment on both these questions later in the 
program.) ■.-< pi "iI3B

We have yet to see any hard evidence that these charges 

are true —  there is so much rhetorical grapeshot in the air, 

that many people are beginning to lose sight of the fact that ̂ » 

the energy crisis is here.
The fact that energy consumption has been growing at the s d  

rate of four to five percent a year over the past 20 years, and the 

fact that the U.S. with 6 percent of the world's population 

accounts for a third of its energy, is not contrived.
The fact that domestic exploration peaked in 1956, and

r *

that our domestic production has been decreasing since 1970 is 
n°t contrived.
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The fact that we have allowed our domestic refinery 

capacity to stagnate over the last few years is not contrived.

And, most important, the fact that we are importing 
5 million barrels a day now — - and even prior to the embargo

we were importing 7 million barrels a day, is not contrived.
For years now, the American consumer has been on an 

energy joyride.

We have underwritten economic growth and one of the
highest standards of living in the world, and even a generation

of social and cultural development with abundant supplies of 
low cost energy.

Those days —  not only for the U.S. —  but nearly every 
industrialized nation in the world, are changing.

It is worth noting, I might add, that the Soviet Union 

is the only industrialized nation in the world that is totally 
self-sufficient in energy today.

I am sure that all of you have heard much of this before, 
and are asking yourselves the question, "Yes, but how does 
this relate to me?"

In my view, one of the underlying factors is that we have 

become victims of our own success —- victims, if you will, of 

the achievements of our technological and economic success.
The private automobile has given the American consumer the 

greatest mobility in world history. Today, there is one



auto to every 2.2 people in America.
One pundit has even suggested that at our current rate 

of growth, some day there may even be more autos in America 

than there are people.

The energy cost of our technological and economic success 
has been high, growing at rates that literally have outstripped 
our ability to meet those needs. Since 1958, for example, the 

sales- Weighted fuel economy has dropped from 14.07 miles 
per gallon to 11.67 miles per gallon for last year's model.

The reason for this is simple: while our cars may have been 

better, they've also been bigger, giving us more speed safety and 

comfort while using a lot more gas. Weight,as you know, is 
a major factor in gas mileage. It's no wonder, then, that

today's intermediate car weighs about the same as full-size cars 

.did just two years ago. -r .m  T; i; v,
While some people, including a large number of environmentalists, 

have found it easy to simply "blame Detroit" for what now are 
wholly unacceptable rates of energy use, the fact remains that 

the American automobile was designed.and constructed to meet 

consumer needs*
And for decades now, the American motorist has been able 

to buy gasoline, as well as other energy sources such as 

natural gas and electricity at truly bargain prices. Consider 
just a few of the following facts:

* While the cost of living has more than doubled in the 

ast 25 years, the average price for residential electricity 

has actually decreased by a third.
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* Natural gas, our cleanest burning fuel, has essentially 

been controlled at rates far below the comparable price, on a BTU 
basis, other fuels. Today, in fact, natural gas is being

sold at controlled prices in interstate markets two to almost 

three times less than it is in intrastate markets.

* And gasoline, even today, is selling at prices one-half 

and even two-thirds less than it is many European and Asian 
countries. And,I should add, I'm talking about industrialized 

countries like France, Germany, Italy and Japan.

In fact, just a year ago, energy costs in the United States 

accounted for only four percent of our total Gross National 
Product, compared with eight to twelve percent for most Western 
European nations.

I am not citing these facts because we in the Federal 

Energy Office feel that higher consumer prices for oil and other 

energy sources are necessarily desirable. There is, however, a 
clear relationship between energy pricing and the economics of 

supply. The results are that:

—  Exploration, refinery construction, and nearly every 

dimension of domestic energy development has fallen off.
—  While demand has risen at four to five percent annually/ 

at exponential rates, because we have not had the incentives to 
use energy sparingly, to eliminate waste, and —  most important 

of all —  to ensure that our technology reflects "life-cycle" 
energy costs.

In the past, the auto industry —  like many other sectors 
o f our economy —  simply was not competing in a marketplace



which reflected the cost end effects of energy consumption»

The Administrator of the Federal Energy Office, William 

Simonf and I have met personally with the leaders of the auto 
industry.

And I can tell you today, that there is no question 

in my mind about the determination of the auto industry to 

bring their technological capability, and vast economic and 
human resources to bear on the problem. We have every 

confidence that with that kind of a commitment, your industry 

will be able to retool, and literally bring a new generation 
of design based upon energy efficiency into the market during 
the next years.

The oil embargo is by no means the major contributing 
factor to the long-term effects of the energy crisis. What it 
has done, however, is shorten the transition period. We 
frankly believe that î f the oil embargo is lifted, and if 

the American consumer continues to use energy sparingly, without 
waste, that we can ease through the next years without severe 
economic disruptions.

Some analysts> for example, have suggested that the 
initial shock tremors of the energy crisis will ease off after 

t e first waves of energy price increases, and new purchasing 
attitudes roll through our economy.

if we are to resolve the energy crisis, we must face 
some hayri j •ecisions —  economic, environmental, and even social 
°ices. The ability for energy self-sufficiency is simply no

9Sr an alternative* It is an imperative. It is a challenge
'hclt We nan .—  —  and we must meet. And that, as you know, is the
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premise behind Project Independence r achieving our three major 

goals:
First: The immediate problem of matching energy demand

with supply, through conservation and allocations that will 

allow us to manage the energy shortages without severely disrupting 

jobs, or the vitality of the economy.
Second: A longer term goal of weaning the United States

away from such a heavy dependence on energy imports, by acceleratin gj  

domestic energy production and cutting energy waste.

And Third: To develop new energy sources that will use
our fossil fuel more effectively, and bring still more sophisticated! 
energy sources on line including nuclear, geothermal and solar 
systems.

During the first quarter of 1974 we expected to have 14 percent 
less oil than we normally would be using. The actual shortfall 

should be much lower because the American people are conserving 

fuel, the weather has been warmer than normal, and initially 
the Arab oil embargo was not as effective as it is today. I cannot 

over stress the fact, however, that even after the embargo is 

lifted, we will still face shortages. But we are hopeful that the 

determination of the American people to avoid rationing and 

continue conserving our finite energy supplies will ensure that 

the shortages, when they occur, are "manageable."

Let me stress, however, th-.t: without a lift in the oil 
embargo and at least continuing favorable weather we may face 

shortages especially of gasoline —  on a broader scale this



summer. Both factors will be major determinants in deciding 

if we have to go to rationing. Even then, however, we will 
institute rationing only as a last resort.

Let me add, that if we have to go to rationing we will

be adding 17,000 employees and a one and one-half billion
dollar year burden on the taxpayer. And even then —  no

matter how equitable our rationing plan is —  we cannot

guarantee that just because you will have a coupon you will

be able to buy enough gas for your car, electricity for your

factory, or heating oil for your home. Rationing is a

only a mechanism —  a mechanism to ensure that limited

supplies are distributed equally. No rationing plan —  no 
to' i ,? r-vU tr\%r.r lo séti?*

matter who designs it —  will increase energy supplies.

Efficient energy use, and a new "energy conservation ethic"
to use all our finite energy sources more judiciously must be 

oxmofiobs n p x s T o l  od" o C  ̂■ r  ̂^  ïïif? * -,a '.t r " : ; \ -v? , r r
an integral part of our quest for energy independence.

Fortunately, the United States has vast untapped 

energy resources* Our coal and oil shale reserves are 

equivalent to id times thè known total petroleum reserves,
and could serve our needs for hundreds of years.

o n i T i i b  X E K id ir r  o i d o d l r r / f ê  n i. ' bxfe s w  j l o à l  fp iï
And we' Have significant undeveloped deposits of oil and

sturai gas reserves on the Outer Continental Shelf.

To date, however, only about 2 percent of the Outer

7 ^ ”“  E |  twenty-odd y . , „
^  Ffderal was established.
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We m u st  move e x p e d i t i o u s l y  t o  b r i n g  o n  l i n e  o u r  

a b u n d a n t  d o m e s t ic  e n e rg y  r e s o u r c e s .

W h ile  few  o f  u s  may a c c e p t  th e  f a c t ,  A m e r i c a 's  e n e rg y  

r e s o u r c e s  a re  l a r g e l y  u n d e v e lo p e d .

We h a ve  th e  t e c h n o lo g y  t o  c o n v e r t  c o a l  i n t o  g a s ,  c ru d e  

o i l ,  p e t r o c h e m ic a ls ,  and  e ve n  g a s o l i n e ,  and  m u st  now b r i n g  

t h i s  t e c h n o lo g y  i n t o  th e  m a rk e tp la c e .

The t im e  h a s  come t o  ta k e  o i l  s h a le  r e s e a r c h  o u t  o f  

th e  l a b o r a t o r y  and p r e s s  t h e s e  n e w -fo u n d  t e c h n iq u e s  i n t o  

p r o d u c t io n ,  t h u s  c r e a t i n g  a n o th e r  a l t e r n a t i v e  t o  o i l  im p o r t s .

Some o f  t h e s e  v e n t u r e s  a re  r i s k y .  B u t  th e  p a y o f f  o f  

j u s t  one  m a jo r  b r e a k t h r o u g h  c o u ld  be s p e c t a c u la r :  when we 

p ro d u c e  s y n t h e t i c  o i l  from  e i t h e r  c o a l  o r  g a s ,  a t  $5 t o  $6 

a  b a r r e l ,  we w i l l  no  lo n g e r  be v u ln e r a b le  t o  f o r e i g n  econom ic 

and p o l i t i c a l  b la c k m a i l .

P r o p o s a l s  t o  d e v e lo p  r e v o l u t i o n a r y  new i n d u s t r i e s  

e m p lo y in g  a new g e n e r a t io n  o f  t e c h n o lo g y  i n  th e  sp a n  o f  

a few  y e a r s  may seem f a r - f e t c h e d  t o  y o u .

B u t  l o o k  w hat we d id  i n  s y n t h e t i c  r u b b e r  d u r in g  

W o rld  War XX. I n  1940  th e  U n it e d  S t a t e s  w as r e s p o n s ib l e  

f o r  m ore th a n  tw o—t h i r d s  o f  th e  w o r l d ' s  t o t a l  a n n u a l ru b b e r  

c o n su m p t io n .  The U n it e d  K in gd om , w h ic h  c o n t r o l l e d  75 

p e r c e n t  o f  th e  w o r l d 's  r u b b e r ,  im p o sed  e x p o r t  r e s t r i c t i o n s  

d r i v i n g  th e  p r i c e  o f  r u b b e r  up  fro m  14 c e n t s  a pound , to  

$^-•23 a pound . Fa ced  w i t h  s o a r i n g  m a rk e t  p r i c e s  and a



c r i t i c a l  need  f o r  t h i s  v i t a l  r e s o u r c e ,  G ove rnm ent and 

in d u s t r y  i n i t i a t e d  a v i g o r o u s  e f f o r t  t o  d e v e lo p  s y n t h e t i c  

rubbe r. B y  1944  —  i n  th e  sp a n  o f  l e s s  th a n  f i v e  y e a r s  — - 

we were a b le  t o  n o t  o n l y  p ro d u c e  enough  r u b b e r  t o  m eet 

our n e e d s, b u t  one t h a t  w as f a r  s u p e r i o r  t o  n a t u r a l  r u b b e r .

I  s a y  t h a t  t h e r e  i s  no r e a s o n  t o d a y ,  t h a t  we c a n 't  

do t h i s  same t h in g  t o d a y  w it h  s y n t h e t i c  g a s , and  o t h e r  

new c o a l  and s h a le  t e c h n o lo g ie s .

Our f i n a l  g o a l  i s  t o  d e v e lo p  new e n e rg y  s o u r c e s —  

so la r ,  g e o th e rm a l,  n u c le a r ,  and  o t h e r s .

We have  th e  a c h ie ve m e n t o f  a lm o s t  t h re e  d e ca d e s  o f  n u c le a r  

re se a rch  b e h in d  u s  t o  o p t i m i s t i c a l l y  p r e d i c t  t h a t  by  th e  end 

of the n e x t  decade  we w i l l  have  p e r f e c t e d  co m m e rc ia l s c a le  

nuc le a r b re e d e r  r e a c t o r s ,  and  t h a t  n u c le a r  e n e rg y  w i l l  g e n e ra te  

a fo u r th  o f  o u r  e l e c t r i c i t y .

We a l r e a d y  have  p ro v e n  c o a l  g a s i f i c a t i o n  and l i q u e f a c t i o n  

te chno logy  t h a t  w i l l  c o n v e r t  o u r  m o st a b u n d a n t  f o s s i l  f u e l  

nto c le a n  b u r n in g ,  and h o p e f u l l y  lo w  c o s t  su p p le m e n ts  t o  o u r  

exi s t i n g  e n e rg y  s o u r c e s .

The promise of oil shale, and the almost 1 . 8 trillion 
urrels of oil in our oil shale deposits, is still another 
Potential source of energy that can begin to make a contribution 

ur national needs over the next years.
G eotherm al ste am , w h ic h  to d a y  p r o v id e s  a t h i r d  o f  San  

Fran .
sco s electrical power, is still another source that 

rernains untapped.
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And s o l a r  e n e rg y  f u s i o n ,  and e n e rg y  fro m  th e  t i d e s  

and  w in d  a re  s t i l l  o t h e r  p o t e n t i a l  s o u r c e s  f o r  a new 

g e n e r a t io n  o f  e n e rg y  s u p p l i e s .

The P r e s id e n t ,  a s  y o u  know , h a s  made an  $10 b i l l i o n  

com m itm ent t o  e n e rg y  R & D f o r  P r o j e c t  In d e p e n d e n c e .  I n  

th e  m eantim e, h o w e v e r , we m u st n o t  l o s e  s i g h t  o f  th e  f a c t  

t h a t  we a re  l i t e r a l l y  t a l k i n g  a b o u t  y e a r s  b e fo r e  t h e s e  new 

s o u r c e s  w i l l  r e a l l y  a ssum e  a m a jo r  s h a r e  o f  th e  e n e rg y  m arke t.

E ve n  to d a y  n u c le a r  pow er, w h ic h  p r o v id e s  a b o u t  1% o f  

o u r  t o t a l  e n e rg y  n e e d s ,  o n l y  g i v e s  u s  a b o u t  a s  much e n e rg y  

a s  we g e t  from  f ir e w o o d .

Ea,ch. o f  y o u ,  a s  co n su m e rs  and  m ore im p o r t a n t  a s  members 

o f  one  o f  o u r  l a r g e s t  i n d u s t r i e s ,  c a n  make a p e r s o n a l  c o n t r ib u ­

t i o n  t o  m e e t in g  o u r  n a t i o n a l  e n e rg y  n e e d s  i n  th e  y e a r s  ahead.

A s  b u s in e s sm e n ,  y o u  a r e  i n  d a i l y  c o m m u n ic a t io n  w it h  a 

v i t a l  s e c t o r  o f  c o n su m e r s : th e  m i l l i o n s  o f  men and  women who 

buy  and d r i v e  a u t o m o b i le s .

We know t h a t  th e  a u to  i n d u s t r y ,  f o r  e xam p le , h a s  h a rd  

e v id e n c e  t h a t  s im p le  c h a n g e s  i n  d r i v i n g  h a b i t s  can  le a d  to  

m a s s iv e  e n e rg y  s a v i n g s .  T h e se  same r e s u l t s ,  d e r iv e d  in d ep e nd e n tly  

b y  EPA  i n d i c a t e  t h a t :

-  B y  c u t t i n g  o u t  s h o r t  t r i p s  f u e l  econom y ca n  be b o o s te d  by a 

m a rg in  o f  a t h i r d ,  and  e ven  d o u b le d  f o r  t r i p s  l e s s  th a n  one m ile *

-  B y  e l im in a t i n g  r a p id  a c c e l e r a t io n ,  we in c r e a s e  mileage 
b y  a s  much a s  15 p e r c e n t .



-  By k e e p in g  c a r s  p r o p e r l y  tu n e d  we c a n  r a i s e  m ile a g e  

alm ost 6 p e r c e n t  o v e r  w hat we g e t  fro m  an  u n tu n e d  e n g in e .

-  And s im p ly  d r i v i n g  a t  s t e a d  s p e e d s ,  w i l l  r e a p  e ven  

g re a te r f u e l  s a v i n g s ,

We a re  n o t  a s k in g  th e  A m e r ic a n  p e o p le  t o  g i v e  up  t h e i r  

cars a l t o g e t h e r ,  W hat we a re  a s k i n g ,  h ow eve r, i s  t h a t  

they u se  t h e i r  c a r s  m ore e f f i c i e n t l y .  T a k in g  p u b l i c  t r a n s ­

p o rta t io n ,  e l im in a t i n g  u n n e c e s s a r y  t r i p s ,  c a r p o o l in g  and  th e  

many o th e r  e n e rg y  s a v in g  m e a su re s  e a ch  o f  u s  c a n  t a k e  w i l l  

c o n tr ib u te  n o t  o n l y  t o  o u r  n a t i o n a l  e n e rg y  g o a l s ,  b u t  th e  

v i t a l i t y  o f  th e  a u to  i n d u s t r y .

We b e l ie v e  t h a t  G overnm ent —  e ve n  a le a n  and  u n b u re a u -  

c a r t ic  o r g a n i z a t io n  l i k e  th e  F e d e r a l  E n e rg y  O f f i c e  —  can  

only do so  much. I n  f a c t ,  w it h o u t  a s p i r i t  o f  com m itm ent 

in  the p r i v a t e  s e c t o r  —  and  I  mean e v e r y  i n d u s t r y ,  b u s i n e s s ,  

and consum er —  o u r  e f f o r t s  w o u ld  be h o l lo w .  T o d a y , I  w o u ld  

l ik e  to  a s k  e ach  o f  y o u  t o  j o i n  i n  o u r  e f f o r t ,  and  t o  a ssum e  

greate r le a d e r s h ip  i n  b r i n g i n g  th e  v i t a l  m e ssa ge  o f  e n e rg y  

c o n se rva t io n  t o  e v e r y o n e .

The c h a l le n g e  o f  r e t u r n in g  A m e r ic a  t o  e n e rg y  in d e p e n d e n c e  

and d e v e lo p in g  th e  a b i l i t y  f o r  e n e rg y  s e l f - s u f f i c i e n c y  may 

W®11 be th e  m ost s i g n i f i c a n t  c h a l le n g e  o u r  p e o p le  h ave  fa c e d  

ln eca^ e s .  I  b e l i e v e ,  h ow eve r, w i t h  t r u l y  m a s s iv e  n a t u r a l  

^sources th e  w o r l d ' s  m o st  p o w e r fu l  econom y —  and  l e a d e r -  

ip  in  n e a r ly  e v e r y  f i e l d  o f  w o r ld  t e c h n o lo g y  —  t h e re  i s  

rea son  why we c a n n o t  —  and  w i l l  n o t  a c h ie v e  t h a t  g o a l .
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HOUSE OF REPRESENTATIVES
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Mr. Chairman and Members of the Committee:

I appreciate the opportunity to appear before you today to 

address the important issues of the Nation's future energy research 

and development policy.

Few subjects are being discussed more extensively in the

United States today than the energy situation. Although the

analysis is not complete, the conclusions are clear: We must

reduce energy demand and increase supply. These measures must 
♦

be consistent with an acceptable environment, continued economic 

health, adequate national security, and tranquil foreign relations.

However, before I come to the details of our Energy R&D 

policy, I would like to review our overall approach to energy policy.

Elvê fold Approach to Enemy Policy

Let me start by outlining the five-fold approach we are 

taking with respect to energy policy.
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First, we must establish a central energy organization in 

the Federal Government. The creation of the Federal Energy Office 

is the first step toward bringing all energy policy activity under one 

roof. We hope that Congress will move quickly to provide a 

statutory base for the Federal Energy Administration. We need 

legislation to provide us with the capability to recruit and hire 

top-flight administrators and to let contracts with qualified 

performers so that we can build the organization needed both to 

run the short-term allocation program and to carry out the more 

important assignment of moving the country toward energy self- 

sufficiency. Beyond FEA and ERDA, we must press forward with 

the creation of a cabinet-level Department of Energy and Natural 

Resources to ultimately bring together all Federal energy-related 

responsibilities. Until these new organizations are created, the 

Federal^Energy Office will provide leadership and coordination in 

energy matters.

Second, we must establish a permanent "conservation 

ethic" in this country. We have been too extravagent in our energy 

consumption patterns. With 6 percent of the world's population, 

we consume 35 percent of the world's energy. The recent embargo 

has forced us to reduce this consumption now, but even more
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important we must be sure that an attitude of conservation becomes 

a permanent part of our lives.

Over 30 percent of our energy is wasted in one way or 

another —  wasted in conversion from one form to another, wasted 

in transmission, and wasted in unnecessary usage. Over the 

long-term, conservation of energy will require investment in insula­

tion of homes and offices, use of more efficient automobiles, 

development of mass transit, changes in methods of handling 

freight, and central heating plants for groups of buildings and 

towns.

Third, we must push forward in the development of our 

domestic energy resources through Project Independence. This 

includes further development of oil and gas in Alaska and the outer 

continental shelf, greater utilization of coal, of which we have a 

supply unmatched by any other country in the world, further 

development of oil shale and nuclear power, and added efforts 

toward development of geothermal and solar power. Project 

Independence must be a two-pronged attack. In the short-run, we 

must both expand production and exploit untapped reserves of 

existing energy sources. Longer range solutions will be provided 

by the development of new and existing fuels.
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Specifically/ this program should include the following:

We must find ways to exploit our coal reserves 

more effectively. We have 1 trillion, 500 billion tons of identifi­

able coal reserves, or half of the non-Communist world's reserves, 

425 billion tons of which are economically recoverable now. We 

must develop ways to utilize this abundant resource. We must 

develop techniques for mining surface coal that do not destroy the 

landscape. We must also develop ways to deep mine coal that 

protect the health and safety of miners.

We have talked for years about the production of oil 

from our oil shale. There are an estimated 1 trillion, 800 billion 

barrels of oil in the shale resources in the U.S., and just those 

reserves that we presently know are exploitable could satisfy our 

needs for oil for decades. We need an increased effort by both the 

Federal government and private industry to develop this potentially 

productive resource. I am especially encouraged by recent progress 

in the in situ processes for extracting shale oilc This progress 

suggests that it may be possible to produce shale oil at less than 

the current cost of Persian Gulf crude. In situ extraction should 

also have minimal impact on the environment and its development

must be encouraged.



w

5

We also have to push forward in the development and 

utilitzation of nuclear power. The Administration will soon submit 

legislation to expedite the licensing and construction of nuclear 

powerplants which are an essential part of our program for 

achieving energy self-sufficiency. We should also develop a 

broader nuclear program which looks toward liquid metal and other 

breeder reactors. In addition, top priority must be given to assuring 

that nuclear powerplants are built and operated safely with acceptable 

environmental impact.

We have also talked for years about development of 

such relatively distant alternatives to fossil fuels as fusion, geo­

thermal and solar energy. For the next decade these alternatives 

are still very much in the research and development stage of growth 

and thê  could not come into widespread use until after 1990.

Although we have to invest in the development of these alternatives, 

our primary focus now must be on nearer term measures for expanding 

energy supplies.

Fourth, we must forge a new relationship between Government 

and industry in several key areas.

The information we now have to work with is not adequate 

and its reliability cannot be checked. We must develop a permanent
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energy information system with a built-in auditing program on every 

aspect of the energy situation —  reserves, refining operation, 

inventories and production costs —  so that we will be in a better 

position to assure the American people that our energy data is 

accurate and not subject to the change that it can be manipulated 

by industry.

• There must then be a new government role in the interna­

tional activities of the oil industry .

• Finally, there must be a new partnership to assure the 

development, extraction and use of our domestic energy sources.

And, nowhere will the need for the combined efforts of industry and 

Government be greater than in energy research and development.

If we are to see the successful culmination of Project Independence, 

the Federal government must work in partnership with American 

industry.

For the last five years, the President has provided for a 

continual expansion of our efforts in energy research and development. 

Federal funding increased almost 75 percent from $362 million in 

fiscal year 1970 to $672 million in fiscal year 1973 and was then 

raised to $1 billion for fiscal year 1974. Last June the President 

announced a commitment to an even more rapid acceleration of this
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effort through a $10 billion Federal program over the next five years, 

and he stressed that we would spend whatever additional sums were 

reasonably necessary.

On Wednesday, January 23 , 1974, the President announced 

that in fiscal year 1975 —  the first year of the five year energy R&D 

program -- total Federal commitment for direct energy research and 

development will be increased to $1.8 billion, almost double the 

level of a year ago. It is only with the help of such an accelerated 

research and development program that we can achieve real self- 

sufficiency in energy.

Fifth, we must establish a framework of international 

cooperation among producing and consuming countries. The 

potential impact of energy supplies on the world economy is 

staggering and we must work together in developing energy resources 

and maintaining a healthy world economy in which energy exporting 

and energy importing nations prosper together. Greater cooperation 

must be initiated on research projects, new ways to conserve energy 

and most important establishing energy prices.

In the context of this policy, I would like to summarize the 

Proposed Federal Energy R&D Organizational Structure. Then I will 

outline briefly our short and longer range Energy R&D goals.
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Organization

• Federal Energy Office/Agencv

The Federal Energy Office currently has broad policy and 

regulatory responsibilities for energy. It is now administering 

energy price and allocation programs, initiating energy conservation 

programs, working with the State Department on international aspects 

of energy, developing programs to increase energy supplies and 

working with OMB to coordinate energy R&D activities.

• Federal Energy Administration

The FEO programs designed to deal with the near and 

intermediate term problems (i.e. prior to 1985), will become the 

responsibilities of the Federal Energy Administration upon congres­

sional approval. One of the major functions of this organization as 

mentioned in the President's January 23, 1974, Message will be to 

rapidly increase energy supplies. This is really the principle task 

of Project Independence. Within the FEA, the Office of Energy 

Resource Development will be aimed at this goal. This office will 

identify and develop means of overcoming problems and providing

incentives for the:
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- Development of Domestic Energy Sources

- Construction of Related Facilities (e.g., refineries, 

power plants, transmission systems, etc.)

- Transportation of Energy

- Conversion of Energy Sources to move Convenient Forms

- Utilization of Energy Sources

- Full Consideration of Environmental Values

- Elimination of Regulatory Problems 

• Federal Energy Office

Energy policy is broad-based and reaches into all areas of 

government. For example, it encompasses building codes, environ­

mental matters, international aspects, etc. And it is important to 

consider the impacts of energy policy on such diverse groups as 

farmers, poor people, and businessmen. Therefore, even after the 

formation of the FEA, there may still be the need in the Executive 

Office of the President for an FEO with responsibility for providing 

coordination across the Government in matters of energy policy.

This office will deal with a broad range of policy issues including 

those related to R&D. In particular, it will coordinate the energy 

related programs of EPA, NASA, DOT, DOD, NSF, DOC, DOI, etc.
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• Energy Research and Development Administration

Also with Congressional approval, R&D programs to develop 

new technologies which would have an impact in the mid and longer 

term (beyond 1985) will be the responsibility of the Energy Research 

and Development Administration (ERDA). ERDA would include the 

research and development as well as the production functions of 

the Atomic Energy Commission, along with selected energy R&D func­

tions of the Department of the Interior, the National Science 

Foundation, and the Environmental Protection Agency. Thus, the 

agency would bring all major energy R&D programs within the Federal 

government under one management structure.

• Department of Energy and Natural Resources

As the longer-run solution to the many interrelated problems 

in the energy and natural resources area, the President proposed the 

establishment of this new department. DENR would incorpprate most 

of the responsibilities of the Department of the Interior; the 

activities of the Forest Service and certain water resource functions 

of the Department of Agriculture; the activities of the National 

Oceanic and Atmospheric Administration of the Department of
: \'y. .... f ' 1 ■ „■■■'' J*~ M 1' ,C-> i/.l. k ■'** ... < if I ,i> I $ ’ . V- I ri'C  i r>.

Commerce; the water resource planning functions of the Corps of 

Engineers, the gas pipeline safety functions of the Department of



Transportation, and the Water Resources Council. Drawn together, 

these responsibilities would form the basis of a modern department 

truly capable of providing a much needed balance between the wise 

utilization and careful conservation of our Nation's precious natural 

resources.

Once DENR is established, it should incorporate the 

functions of ERDA & FEA.

Having outlined our overall approach to energy policy and 

described our organization, I will now outline the goals of our 

energy research and development policy.

We have tried to visualize our energy R&D policy in terms 

of what must be done in the relatively short range - say up to the 

mid 1980's; and what must be done in the long-term beyond the 

1980's.̂  The R&D strategies appropriate for dealing with the short- 

range are in general not the same as those appropriate for the long- 

range, and so I will discuss them separately.

Short Range R&D

In the short-range our primary shortage is oil and gas. 

Hence, our underlying strategy for dealing with the short-range is:

1. To encourage conservation measures, both by 

improved technology and by regulatory action.
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2. To increase our domestic supply of gas and oil.

3. To substitute insofar as possible fuel resources 

which we possess in abundance, mainly coal and nuclear, for the 

oil and gas which is in short supply.

4. To meet the foregoing demands in an environmentally 

acceptable manner.

Research can make some contribution towards implementing 

these short-range strategies, but the real payoff from research will 

come in the next decade. Our progress towards self-sufficiency 

between now and 1980 will depend, for the most part, on our ability 

to implement existing technology rather than on the results of new 

research.

1. Conservation

In the short-run conservation measures will have to play 

a major role in closing the gap between demand and domestic production. 

We must reduce demand growth from the present rate of 4-1/2% to 3% or 

less. The AEC estimates that a crash conservation program could save 

as much as 7 million barrels of oil per day. Much of the expected 

7 million barrels/day saving will come not from R&D per se but rather 

by implementing policies aimed at energy conservation. However, 

there is some R&D that should help reduce consumption of energy/



particularly oil and gas. For example, better insulation of houses, 

more efficient automobile engines, and more efficient power cycles 

can save energy without causing economic or social dislocation.

Thus, our research program must concentrate on these areas.

2. Increase domestic supply of gas and oil

To increase our domestic supply of gas and oil involves 

both the application of existing technology and the creation of new 

technology. Application of existing technology would include such 

techniques as secondary and tertiary recovery from existing oil 

fields and greatly expanded exploration for new oil and gas reservoirs, 

particularly on the Outer Continental Shelf.

The undiscovered oil and gas on Federal lands and 

beneath our Outer Continental Shelf can provide a significant portion 

of the energy necessary to make us self-sufficient. At the present 

time, we are working with the DOI to increase the acreage leased on 

the Outer Continental Shelf to 10 million acres beginning in 1975, more 

than tripling what had originally been planned. In later years, the 

amount of acreage to be leased will be based on market needs and 

on industry's record of performance in exploring and developing leases. 

In contracting for leases, we will also be working with DOI to insure 

that the proper competitive bidding procedures are followed and that 

environmental safeguards are observed.
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An interagency program for monitoring the environmental 

aspects of the new leasing program is being set up. However, there 

will be no decision on leasing on the Outer Continental Shelf in the 

Atlantic and in the Gulf of Alaska until the Council on Environmental 

Quality completes its current environmental study of those areas.

In addition to the OCS program, we must move rapidly 

to exploit our resources in Alaska. It has long been clear that 

while an Alaskan oil pipeline was needed, it alone would not be 

enough. In addition to the huge oil reserves in the North Slope of 

Alaska, there are also gas reserves there of at least 26 trillion cubic 

feet —  enough to heat 10 million homes for 20 years. We  are working 

with DOI on a study the President directed to determine the need for 

future Alaskan oil and gas pipeline capacity including the best routes 

should they prove necessary.

I would mention here also, the extraction of oil from 

shale. This can be done now; the main question is can it be done in 

an environmentally acceptable manner? We must give this matter 

extensive study. I would hope that even in the relatively short run, 

the results of our current research will enable us to extract significant 

amounts of oil from shale without doing serious damage to the

environment.
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3. Substitute coal and nuclear energy for oil & gas

This is a general strategy which will be appropriate 

both in the short-range and in the long-range. Here we can identify 

two separate approaches —  direct substitution and coal conversion.

a. Direct substitution of coal for oil and gas in industrial 

and utility applications. Substitution requires some R&D since the 

main problem in burning coal is control of undesirable effluents. We 

have a large program devoted to stack gas clean-up; there is every 

reason to expect this program to be successful, thus allowing us to 

substitute coal for a substantial amount of the oil and gas we now 

burn. Some experts have estimated that by 1985 we might save as 

much as 6 million barrels per day through direct substitution - 2 million 

barrels per day through direct replacement of oil under utility boilers,

1 million barrels per day in residential and commercial space heating 

(primarily through heat pumps) and 3 million barrels per day in in­

dustrial processes.

b. Conversion of coal into liquids and gasses.

Techniques for liquifying and gasifying coal are fairly well known. 

However, in general these methods are expensive and will require 

further development before they become commercially feasible. If a 

crash program is started now, we might be able to replace as much as
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3 million barrels per day of oil with synthetic fuels made from coal.

We thus visualize coal emerging as a very central element 

in our energy picture by 1985. There are some estimates that 

suggest that by then we shall have to mine as much as 1500 

or even 1800 million tons of coal per year. This represents a 

tripling of our coal production - and to achieve this will require 

considerable research on better methods of extracting coal to insure 

that extraction methods are environmentally acceptable.

c. Expand the use of nuclear energy. This involves 

R&D on nuclear safety, waste disposal, siting of nuclear reactors, 

and thorium systems, as well as providing additional separative work 

capacity, and above all, assuring an adequate supply of I^Og. The 

latter requirement may require further work on mining and exploration. 

Siting also an important element of our nuclear strategy since, in 

the absence of a rational siting policy for nuclear reactors, the 

nuclear option may be jeopardized. We urge Congress to give 

careful consideration to the energy facilities siting bill which we 

will be submitting in the near future.

4. Environmental considerations

In pursuing the foregoing aims, high priority must be 

given to establishing the scientific basis for environmental constraints,
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and, if possible, to reconciling them with practical considerations. 

However, we must recognize that establishing acceptable standards 

for low level insult is inherently difficult, and often impossible.

Too much should not be expected from a crash program aimed at 

placing emission standards on a firm scientific footing.

Long Range R&D

Our long-range goal is first to eliminate, if possible, our 

dependence on foreign oil and gas; and second, to gradually transform 

the base of our energy system from the non-renewable fossil fuels 

to non-fossil fuels, mainly nuclear, geothermal, solar (and solar's 

children - hydro, wind, waves, ocean thermal gradients, and possibly 

biological sources). Since the long-range goals are necessarily 

uncertain, we believe that long-range R&D should retain as much 

flexibility as possible: we must not foreclose any of our options 

prematurely. What are the options?

1. Coal

Fortunately the country is well endowed with coal. The 

challenge is to learn how to transform our coal. The challenge is to 

learn how to transform our different types of coal through a variety of 

processes into acceptable gaseous and liquid fuels suitable as 

substitutes and replacements for dwindling supplies of petroleum and 

9as. Thus, low-Btu gas, which is probably marginal in the short-range
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looms with high priority in the long-range. And perfection of processes 

for coal hydrogenation leading to production of syncrude and syngas 

must be supported to the limit of scientific creativity.

2 . Nuclear

Nuclear energy must be considered of most importance 

for the long-range primarily because it gives mankind an essentially 

inexhaustible energy source, one that is relatively independent of 

mineral resource costs. At the present time the breeder reactor is 

the only nuclear technology that can be counted upon today to achieve 

the nuclear promise. Thus, research and development of the LMFBR must 

be continued in a timely fashion and work on other breeder reactor 

concepts (light water breeder, gas cooled fast breeder, and molten 

salt breeder) must be supported and expanded to retain them as viable 

alternatives.

Controlled fusion energy is an exciting scientific field 

that has attracted and continues to attract some of the Nation's top 

scientific talents. Recent U.S. progress in duplicating and moving 

beyond the Soviet Union's success with Tokamak devices coupled 

with promising new concepts based on a maturing laser technology have 

stimulated new interest in and provide incentive for continued support 

of fusion*research. However, practical fusion energy is only a hope 

until scientific and technical feasibility can be established.
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3. Geothermal (

Naturally occurring geothermal steam is today generating 

many kilowatt hours of electricity. The prospect of a very extensive 

resource of geothermal energy depends upon being able to recover, 

in a practical way, heat from dry hot rock lying deep below the 

earth's surface. Thus, the promise of geothermal energy must await 

results of research both on the extent of the geothermal resource and 

our ability to recover it.

4. Solar

The use of solar energy is attractive and there are many 

ideas for using solar energy directly for building and water heating 

that could be applied today if the problems of cost and public 

acceptance could be overcome. However, we cannot count on the 

sun as 3 major source of energy until there is much better evidence, 

hopefully to be provided by an expanded research effort, that solar 

energy can contribute to the large scale production of electricity 

and/or synthetic fuels.

5. Others

There are many other elements to be included, at small 

scale, in the long-range energy research plan (e.g., ocean gradients, 

winds, waves, wastes, topping cycles); with two possible exceptions 

they do not appear as important as the technologies of conservation,
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coal, nuclear, geothermal and solar. One exception is hydrogen or 

some other synthetic fuel; most likely its source will be improved 

electrolysis but thermal and biological methods of water decomposition 

deserve attention also. The other exception is improvement in 

electrical transmission - in particular the superconducting cable - 

possibly a key element in a world electrical energy system in the 

post fossil fuel era.

Let me dose with the following general observation about

energy R&D. It is the nature of R&D that the future is uncertain:

we cannot guarantee that any of the long-range options, especially

those for which scientific feasibility has yet to be demonstrated will

indeed work. But we believe it is imperative that we mount a massive,
I i n !

serious effort at uncovering the possibilities - at determining as soon 

as we can which of the leads are promising, which are false. For 

in the very long run our own country as indeed the world's future 

depends on a flow of adequate energy. This can be had, we believe, 

only through the kind of R&D enterprise that our country is now 

committing itself to.

Conclusions

In conclusion, I would like to add that the approach toward 

R&D should be one of flexibility since it will not be possible to



n
7
c

21

anticipate every success or failure in Project Independence or in 

ERDA's program. However, we have told you about our plans in 

general, the current organization and missions of the FEO and the 

FEA as well as our thinking on coordination with other agencies and 

with ERDA and DENR. We are fully prepared to move ahead with 

these plans. However, we need the legislative tools proposed in 

the package by the President and we strongly urge your support

and swift enactment of these bills.





¡Department of thefREASURY
IHINGTON, D.C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE February 6 , 1973
TREASURY ANNOUNCES PICKER STICKS FROM MEXICO 

ARE BEING SOLD AT LESS THAN FAIR VALUE
The Treasury Department announced today that picker 

sticks from Mexico are being, or are likely to be, sold 
at less than fair value within the meaning of the Antidumping 
Act of 1921, as amended. Picker sticks are made of solid 
or compressed laminated hardwood and are used in textile 
weaving machines. Notice of the determination will be 
published in the Federal Register of February 7, 1974.

The case now will be referred to the Tariff Commission 
for a determination as to whether an American industry is 
being, or is likely to be, injured,. In the event of an 
affirmative determination, dumping duties will be assessed 
on all entries of picker sticks from Mexico which have not 
been appraised and on which dumping margins exist.

A notice of "Withholding of Appraisement" was issued 
on November 7, 1973, which stated that there was reasonable 
cause to believe or suspect that there were sales at less 
than fair value. Pursuant to this notice, interested persons 
were afforded the opportunity to present oral and written 
views prior to the final determination in this case.

During calendar year 1973 imports of picker sticks from 
Mexico were valued at approximately $60,000.
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FOR IMMEDIATE RELEASE FEBRUARY 1, 1974

FEO CLARIFIES PETROLEUM ALLOCATION REGULATIONS
The Federal Energy Office today issued a ruling designed 

to clarify and substantiate the obligations of petroleum 
product suppliers, and the rights of wholesale purchasers 
to allocations, under the Petroleum Allocation and Price 
Regulations issued January 15, 1974.

Essentially, the ruling states:

—  Suppliers are required to provide allocations to 
their purchasers of record who were in business during the 
base-period and who have continued their businesses since 
the base-period. A supplier may provide for his base-period 
purchasers directly or through appropriate exchange agree­
ments with other suppliers.

—  A supplier may not escape his obligations to his 
base-period purchasers, even if purchasers have changed 
their location, brand name, trademark, or company name 
since the expiration of the base-period.

Suppliers are required to provide for their base-period 
purchasers immediately, and equitably. If a supplier's timing 
and method of allocating products to his purchasers discri­
minates against any category or group, the he may be subject 

legal sanctions for having taken retaliatory action within 
the meaning of the Regulations.

E-74-45 (more)
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—  Suppliers are required to provide allocations to 
their base-period purchasers, even though the supplier 
may have terminated or significantly reduced his activities 
in a geographical region during or since the base-period. 
These suppliers may apply to the National Federal Energy 
Office for reassignment of purchasers. Until such an 
application is approved, however, the supplier remains 
responsible to all of his base-iperiod purchasers.

The full text of the ruling, with references to the 
enforcement of specific provisions of the Petroleum 
Allocation and Price Regulations, will be published in 
the February 4, 1974 Federal Register.

-FEO



FEDERAL ENERGY OFFICE 
RULING 1974-3

SUPPTJER/PURaiASER RFDYTICNSHIPS UNDER THE PETROLEUM 
ALL/XATICl'J RJCUIATIONU

A number of questions have arisen concerning the obligations
of suppliers and the rights of purchasers to allocations under the
Petroleum Allocation Regulations issued by the Federal Energy Office on
January 14, 1974 (39 F.R. 1924 et. seq., January 15, 1974). In particular,
ED has received inquiries concerning the scope and intent of Sections
211.13 and 211.24 of the Regulations Which require generally that suppliers 

* * , , ■ : ' % ' q t:vy £ |Si £ K  I i * ■ * TMH \ | • * 8
of petroleum products shall provide allocations to their wholesale
purchasers of record as of the base period. This Ruling is issued, pursuant
to Section 205.181 of the Regulations and is designed to be of assistance
to all persons in determining their rights and obligations under the
fcnergency Petroleum Allocation Act of 1974 (Pub. L. 93-159) and the
I Regulations issued thereunder.

1. 7s a general proposition, the Regulations require a 
¡supplier to provide an allocation to each of its historical wholesale 
Purchasers during the base period - even if the supplier has severed all 
contractual relationsliips with such purchasers since the base period. 
rn normal case of a supplier who has not significantly reduced its 
p̂ keting or distribution activities in a region, most of the supplier's 
F̂ rent purchasers (as of January 15, 1974) will also have bean its base 
l̂ iod purchasers. No change in such purchaser/supplier relationships is 
pitonplated the Regulations. However, with respect to base period
Nesale purchasers of a supplier who are not its current purchasers,

U lulations require the supplier to take immediate action to provide
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for such base period purchasers* allocations pursuant to Subpart A of the 
Regulations. Under Section 211,25, a supplier m y  arrange to supply its 
base period purchasers* allocations either directly or through appropriate 
exchange agreements with other suppliers in accordance with normal business 
practices. Wholesale purchasers who are not historical base period 
purchasers from their current supplier are expected to look to their base 
period supplier to provide for their allocations. Suppliers should 
reestablish relationships with their base period wholesale purchasers on 
an equitable basis. If the timing and method of implementing a supplier's 
program of changeover to its base period wholesale purchasers has the 
effect of discriminating against any category or group of such purchasers, 
such a supplier m y  be subject to sanctions for having taken "retaliatory 
action" within the meaning of Section 210.61 of the Regulations.

2. A supplier must provide for allocations to its wholesale 
purchasers of record during the base period as along as those purchasers 
continued to maintain their ongoing business since the base period. A 
purchaser does not lose his right to an allocation from his base period 
supplier unless, since the base period, the purchaser abandoned his ongoing 
buisiness entirely or transferred his entire ongoing business to a third 
party’’. (Section 211.24) In the latter case, the third party has 
acquired the right to the allocation from the historical supplier, and 
the original purchaser (if he has opened a new business) must apply to 
a supplier as a "new customer." Unless the historical purchaser has 
completely abandoned his original ongoing business or conveyed it to a 
third party, he continues to have the right to an allocation from his 
historical supplier even though (1) the supplier ceased supplying the
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purdiaser since the base period, (2) the supplier terminated a franchise 

or lease agreement with the purchaser since the base period, or (3) the 

purchaser has moved the location of his ongoing business to other 

premises since the base period.
3. The Regulations do not permit a supplier to escape its obliga­

tion to its wholesale purchasers of record during the base period if the 

purchaser has changed its brand or trademark affiliation since that time. 

The success of the allocation program depends upon the ease with which 

wholesale purchasers can return to their base period supplier relationships 

and, in the event of imbalances, the ease with which the Federal Energy 

Office can redirect the produc" ~ of various suppliers in order to assure

an equitable nationwide allocation of petroleum products. The Federal 

Energy Office is aware that it is a normal business practice in the 

industry for a supplier to provide its purchasers with products through 

exchange agreements with other suppliers and the Regulations recognize this 

practice. (Section 211.25) Accordingly, a change in brand or trademark 

affiliation is not a basis (except in unusual cases) upon which the 

Federal Energy Office would permit suppliers to refuse to provide 

allocations to their historical base period wholesale purchasers.

4. The fact that a supplier has, during or since the base period, 

terminated or significantly reduced its marketing or distribution 

activities in a region does not diminish the obligation of that supplier 

to provide allocations to its base period wholesale purchasers in that 

region. The Regulations recognize, however, that under certain circum­

stances it may be appropriate for such suppliers to apply to the Federal

er<3Y Office to seek adjustments in the method of supplying their base
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period purchasers. (Section 211.14(d)) It roust be emphasized, however, 

that until the Federal Energy Office authorizes reassignment of wholesale 

purchasers pursuant to Section 211.14(d), all suppliers have an 

inmediate and continuing cbligation to provide allocations to their base 

period wholesale purchasers —  either directly or through appropriate 

exchange agreements with other suppliers. Suppliers which have embarked 

on a program to termiiiate or reduce their marketing and distribution 

activities in a region roust cease such withdrawal program pending a deter­

mination by the Federal Energy Office of whether reassignment of their 

base period wholesale purchasers in that region would be appropriate 

under the Regulations.
5. Withdrawal from a region by a supplier since the base period 

does not alter the obligations owed to base period purchasers in that 

region by the supplier. However, certain actions by suppliers, such as 

cancelling a lease under which a base period purchaser has been operating 

on ongoing business on premises owned by the supplier may have the effect 

of putting the purchaser out of business. The Regulations provide that 

purchasers who have gone out of business shall not be eligible for 
allocations premised on base period supplier relationships. Nevertheless, 

the Federal Energy Office is prepared to take action to prevent practices 
by suppliers which have the clear effect of circumventing the previsions 

of the Allocation Regulations. Suppliers who terminated leases with their 

base period purchasers in the period following enactment of the 
Emergency Petroleum Allocation Act of 1973 or whose conduct with respect 

to base period purchasers otherwise threatens to terminate the latter s 

ongoing business, may be determined to have engaged in "retaliatory actio



within the meaning of Section 210.61 of the Regulations. That section 

prohibits any action, including a refusal to continue to sell or lease, 

contrary to the purpose or intent of the Federal Energy Office, when 

such action is taken against another firm or individual who exercises any 

rights conferred by the Emergency Petroleum Allocation Act of 1973, or 

by the Regulations issued thereunder. Furthermore, termination by a 
supplier of leases with base period purchasers —  as part of a program of 

withdrawal fran a region —  may be determined to be in violation of 

Section 210.62 of the Regulations which requires suppliers to deal with 

purchasers according to "normal business practices" and prohibits modifica­

tion of "normal business practices" so as to result in circumvention of 

any provision of the Regulations. Because the Regulations impose a 

continuing responsibility upon a supplier to provide allocations to his 

base period wholesale purchasers despite its withdrawal from a region, 

action which is in furtherance of a program of withdrawal by the supplier 

fran a region may not be considered a "normal business practice" until 

the Federal Energy Office authorizes a program of reassignment of that 

supplier's base period purchasers to other suppliers in the region.

6. Any supplier which, during or since the base period, has 

significantly reduced its marketing or distribution activities in any of 

the 10 Regions of the Federal Energy Office may apply to the National 

Federal Energy Office to seek adjustment in the method of supplying 

customers in that region. The application shall contain an explanation 

°f the reasons why it is impractical for that supplier to provide alloca- 

hs to its base period wholesale purchasers in the region —  either
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directly or tlirough exchange agreements with other suppliers. In addi­

tion, the application shall contain the foilwing information:

(1) The number of wholesale purchasers of record in the 

region during each month of the base period

(a) who were branded independent marketers
(b) who were non-branded independent marketers

(c) other wholesale purchasers (describe)

(2) The volume of product supplied, either directly or 

through exchange agreements, to each of the classes of entities 

enumerated in response to (1) for each month of the base period.

(3) The number of wholesale purchasers of record during each 

month of the base period (or successors in interest to their 

ongoing business) in each of the classes enumerated in (1), who 

maintained that ongoing business in the region during each of 

the following periods:

(a) November 1 - November 30, 1973

(b) December 1 - December 31, 1973

(c) January 1 - January 31, 1974

(4) With respect to each of the classes of entities described 

in (1), for each period specified in (3), the number of entities 

in the region who received any supplies of product fran the 

applicant, either directly or through exchange agreements with 

other suppliers. For each such period and class of purchaser, 

the allocation fraction utilized (or if an allocation fraction 

was not utilized, the volume of product).
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(5) For each of the classes of purchasers described in (1), 

for each period specified in (3), the allocating fraction 

utilized for the balance of any supplier’s marketing or 

distribution system.

Based on an application prepared in accordance with the fcreeping, 

the Federal Fnergy Office will consider whether to authorize reassignment 

of customers pursuant to Section 211.14(d) of the Regulations. It should l 

emphasized, however, that until such r c ■ as s igrruen ts are authorized, all 

suppliers axe obligated to provide allocations to their base period whole­

sale purchasers of record —  either directly or through appropriate 

exchange agreements with oilier suppliers. The ability of a supplier to 

provide ai .locations through interim arrangeants, including exchange 

agreements, shall not prejudice its application for reassignments under 

Section 211.14(d). Failure to provide for allocations to base period 

wholesale purchasers as provided by trie Regulations will expose suppliers 

to the remedies and sanctions specified in the Regulations.

February 1 , 1974



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D. C. 20461 
Telephone: 395-3537

EMBARGOED
FOR RELEASE MONDAY A.M. FEBRUARY 4, 1974

HEATING OIL PRICE GAP 
TO BE NARROWED IN EASTERN U.S.

FEO Administrator William E. Simon today announced a 
proposed regulation to minimize the difference in prices of' home 

heating oil in the eastern part of the United States.
Under the proposal, each of 76 principal suppliers of 

No. 2 fuel oil (home heating oil and diesel fuel) in 17 
eastern states will have the same portion of domestic and 
imported fuel that the average supplier had during the 

corresponding quarter of 1973. The uniform proportions will 
be arranged by buying and selling among the suppliers.

Prices have varied widely in the eastern part of the 

country because of the higher costs of imported heating oil 

and of heating oil produced from imported crude. By equaliz­
ing the amounts of foreign and imported fuel oil among 

suppliers, the prices charged by suppliers —  and eventually 
paid by consumers —  can be made more equal.

"This plan will do away with the problem of next door 

neighbors paying a difference of 50 percent to heat their 
homes," Simon said. "It does so by providing a simple sharing 
system that also assures each supplier his customary portion 
of the market.

"H ow ever, t h e re  a re  s t r o n g  i n d i c a t i o n s  t h a t  th e  s i t u a t i o n  

E-74-47
(more)
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is being corrected by the voluntary action of the oil companies 

and suppliers. Prices have already begun to drop in the 

area as the result of co-mingling of foreign and domestic oil 

among suppliers. If the situation continues to improve, we 
may not need to put the proposed regulation into action."

The 17 states covered by the plan make up the PAD (Petroleum 

Administration for Defense) district No. 1. The states are 
Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, 
Connecticut, New York, New Jersey, Pennsylvania, Delaware, Maryland, 
Virginia, West Virginia, North and South Carolina,Georgia and Florida

The proposed regulation was filed with the Federal Register on 

Friday. If accepted, it will go into effect on March 1. The 

Federal Energy Office invites comment on the proposal.

The 76 principal suppliers are to report to the FEO on 
their supplies of imported and domestic No. 2 fuels? their 

1973 sales in the months of March, April and May; and the 

amounts of the fuel they expect to have produced or 

available during those three months.
From this report, the FEO will determine the proportions 

of domestic and foreign fuel oil for the entire district. That 

proportion will be applied to each supplier, and a buy-sell 
list will be published by the FEO. Those suppliers that have 
excessive amounts of either type of fuel are to make arrange­

ments for selling their excesses to suppliers who have less or

will have less than the proportioned amounts.
If the suppliers are unable to make the necessary sales an

purchases within 15 days of publication of the buy-sell list, th

FEO will order the required sales.
-FEO-
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proposed regulation to minimize the difference in prices of' home 

heating oil in the eastern part of the United States.

Under the proposal, each of 76 principal suppliers of 
No. 2 fuel oil (home heating oil and diesel fuel) in 17 

eastern states will have the same portion of domestic and 
imported fuel that the average supplier had during the 

corresponding quarter of 1973. The uniform proportions will 
be arranged by buying and selling among the suppliers.
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country because of the higher costs of imported heating oil 

and of heating oil produced from imported crude. By equaliz­
ing the amounts of foreign and imported fuel oil among 
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neighbors paying a difference of 50 percent to heat their 
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is being corrected by the voluntary action of the oil companies 

and suppliers. Prices have already begun to drop in the 

area as the result of co-mingling of foreign and domestic oil 

among suppliers. If the situation continues to improve, we 
may not need to put the proposed regulation into action."

The 17 states covered by the plan make up the PAD (Petroleum 

Administration for Defense) district No. 1. The states are 

Maine, Néw Hampshire, Vermont, Massachusetts, Rhode Island, 
Connecticut, New York, New Jersey, Pennsylvania, Delaware, M aryland, 

Virginia, West Virginia, North and South Carolina,Georgia and Florida!

The proposed regulation was filed with the Federal Register on 

Friday. If accepted, it will go into effect on March 1. The 
Federal Energy Office invites comment on the proposal, jj

The 76 principal suppliers are to report to the FEO on 

their supplies of imported and domestic No. 2 fuels; their 

1973 sales in the months of March, April and May; and the 

amounts of the fuel they expect to have produced or 

available during those three months.
From this report, the FEO will determine the proportions 

of domestic and foreign fuel oil for the entire district. That 

proportion will be applied to each supplier, and a buy-sell 
list will be published by the FEO. Those suppliers that have 
excessive amounts of either type of fuel are to make arrange 

ments for selling their excesses to suppliers who have less or

will have less than the proportioned amounts.
If the suppliers are unable to make the necessary sales an

purchases within 15 days of publication of the buy-sell list, |i

FEO will order the required sales.
-FEO-
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FACT SHEET
DAYLIGHT SAVING TIME

Background
The Daylight Saving Time Act of 1973 (Public Law 93-182) 
was passed December 15, 1973, to go into effect January 
6, 1974. This law provides for the adoption of year-round 
Daylight Saving Time (DST) for a period of two years and 
requires the Department of Transportation to report on 
its effects not later than June 30, 1974, and each year 
thereafter. The studies that have been undertaken to 
date are not definitive on either the energy savings 
(or losses) that might occur with DST, or the peripheral 
effects that might be experienced (crime, agricultural 
impacts, accidents, etc.) which can be causally associated 
with DST. However, the preliminary information which is 
available suggests that energy benefits may accrue and 
the secondary effects should be minimal.

Energy reductions can occur in two ways when DST is 
implemented during the winter months. Direct savings 
are associated with absolute reductions in the level 
of power send-out because, for example, the added 
lighting requirements in the morning are less than 
the decreased lighting possible in the evening. Fuel 
savings arise through shifting power consumption from 
peak periods in the evening to lower use periods in 
the morning. Electrical load peaks typically are 
met with relatively less efficient generating equipment. 
Thus, shifting use to off peak hours results in less 
fuel use to produce the same amount of electricity.

Estim ated  Energy Savings
is estimated that a savings of approximately 1 percent 

of the nation's electricity could be achieved by DST.
This savings amounts to about 100,000 barrels of oil 
equivalent per day. This figure may be disaggregated 
by fuel source as follows, using National Petroleum Council
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fuel source data for national electrical production:

1. approximately 1*4,500 barrels per day of oil;

2. approximately 106 million cubic feet of gas 
(equivalent to 19,500 barrels per day);

3. approximately 9650 tons of coal per day 
(equivalent to 42,320 barrels per day);

4. approximately 24,000 barrels per day 
equivalent of nuclear and hydro source power;

Other estimates of combined direct and fuel savings 
that could derive from DST vary from "negligible" 
for some regions surveyed by the Federal Power Commission 
Regional Reliability Councils (1970) to as high as 
4 percent of-electrical demand for Consolidated Edison 
of New York. (Spokesmen from Consolidated Edison estimated 
that DST could shave their load peak by between 2.9 and 
4.1 percent)

Southern California Edison estimated that DST could 
save as much as 1 percent in their electrical load.

William Harris of Rand Corporation testified before 
the Senate Commerce Committee on November 9, 1973, that 
DST could save on the order of 1 percent in electrical 
energy.

Edison Electric Institute’ estimated that the nation 
achieved an 11 percent* reduction in electrical energy 
peaks during World War II when DST and other conservation 
measures were in effect. By the end of the war, it 
estimated that about 700,000 tons of coal annually were 
being saved by DST.

In 1957, the state of Wisconsin adopted DST for a five 
month winter season. One electric utility in the state 
reported a 3 percent reduction in energy usage but the 
figure was not adjusted for weather or other unrelated 
effects.

In 1971, four states went on continuous standard time 
(Arizona, Hawaii, Indiana, and Michigan). It was f o u n d  
that from April to May there was a 0.28 percent increase 
on fuel consumption and from October to November there 
was a 1.58 percent decrease in fuel consumption. In^ 
the other states, there was a 0.48 percent decrease in 
consumption from April to May and a 0.91 percent increase 
in consumption from October to November. In aggregate, 
there was a 0.41 percent decrease in fuel consumption fr°



April to Hay and a 0.71 percent increase from October 
to November. This 1971 experience suggests that the non­
shifting states did better. \

Practically, the electrical energy savings that are', 
achieved will be difficult to associate causally and 
unequivocally to DST because of many other influences 
tending to reduce electrical demand. Savings will not 
be uniform for each utility in the country but will 
vary depending upon the detailed nature of electrical 
loads. They should be relatively higher on utilities 
which serve a high residential and lighting component 
and relatively lower on utilities serving a high 
industrial component.

Safety and Other Considerations

The shift to DST will result in less light early in • 
the morning, but daylight will extend later in the 
evening. This shift can' have several effects.

It is likely that DST will reduce crime in the early 
evening when many people are still on the streets 
and increase the efficiency of the police forces.
However, crime patterns may be shifted to other times.

It is likely that DST will reduce driver and pedestrian 
accidents in the heavy commuting hours of the evening 
because of the ability to'return home in more daylight. 
Although there may be more accidents in the morning 
commuting hours, drivers are likely to be more alert 
and the net effect will be a reduction in total accidents

Accidents and crimes which occur in morning darkness 
Will be. widely reported and associated directly or by 
implication to DST. What will not be known will be:

(a) whether the reported accidents would have 
occurred anyway;

(b) how many fewer accidents and crimes are oc­
curring in the evening than would otherwise 
have occurred.



-4-

f

Experience to Date (1/31/74)

I. Energy Indications

Uncorrected Gross Weekly Load Production Figures (EEI)

Week
Ending

1973-74 R 
kwh (xlO )

1972-73 . 
kwh (xlO6 )

% Change from 
same week in 
previous year

12/29/73 31,952 32,440 -1.50

1/5/79 34,695 34,331 +1.06

1/6/74 - - •- - WDST put into effect - - -

1/12/74 36,558 38,111 -4.07

1/19/74 35,531 35,368 + 0.46

1/26/74 34,602'' 35,297 -2.0

Consolidated Edison reports the following 
electrical data normalized for weather:

Week
Ending

1973-74 - 
kwh (xlO6 )

1972-73 6 
kwh (xlO )

% Change from 
same week in 

. previous year

1/6/74 621 681 -8.81

1/13/74 665 709 -6.21

1/20/74 662 706 -6.23

1/27/74 657 707 -7.07

Consolidated Edison has been engaged in a vigorous energy 
conservation effort which has led to significant peak 
reductions. There used to be a significant peak between 
5 and 6 PM and now the load is flat. The peak now occurs 
between 10 and 12 in the morning for the system as a whole.



II. Safety Indications

Florida has had eight accidents involving pedestrians 
and bicycle riders in the early morning since DST went 
into effect. Four were in rural settings; four in 
urban settings. The legislature turned down a request 
by the Governor to seek exemption from DST.

The Massachusetts State Registry of Motor Vehicles 
reported that in the period between January 6 and 2 8th, 
there was only one pedestrian fatality, a person 20 years 
old at 5 A.M. There were no other pedestrian accidents 
in that period and no children accidents for the 
2.5 million school age children. The Mass. State 
Registry of Motor Vehicles also stated that overall 
accident rates have been HALVED from what they were in 
comparable periods.

The Boston Globe on January 28th reported that aside 
from Florida, a total of five other children on their 
way to school have been killed in other states including 
California and Illinois.., Two elderly school crossing 
guards have died. >

Many school districts across the nation foresaw DST 
as an increased hazard for children and adjusted school 
hours. Some cities (Chicago City) have rejected 
delayed school openings even after accidents occurred 
after DST went into effect.

The Department of Transportation is now undertaking 
a regional office assessment of school age accidents 
land bicycle fatalities* since January 6,* 1974, the date 
that DST went into effect. This study will be completed 
in early February.

The Office of Energy Conservation is developing a functional 
relationship between gross power generation, time, and 
weather. With historic and current data it is proceeding 
to assess how total national electrical demand, corrected 
for weather, is being affected by DST. The results of 
this analysis will be available shortly.
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SIMON URGES MINIMUM PURCHASE TO SAVE TIME, GASOLINE

Federal Energy Office Administrator William E. Simon 

today urged drivers to purchase a minimum of $3.00 in gasoline 

to stave off a rash of panic buying that is currently 

overwhelming retail service stations.
Once the necessary legislative authority exists, Simon 

said, he will consider making the program mandatory. Under the 

program, however, dealers are permitted to charge only the legal 

price per gallon authorized by FEO regulations.
This measure, he said, will hopefully help cut incon­

veniences caused by long lines at service stations, as well as 

save on gasoline consumption. He cited a preliminary survey 

by FEO which indicated that many people are currently purchasing 

gasoline only to "top off" their tanks. Further, he said, many 

service station owners and trade associations feel there may be 
enough gasoline for everyone if motorists refrain from using 

their tanks to hoard gasoline.
"We believe —  and I think evidence will bear this out 

that our allocation program will insure an equitable distri­
bution of gasoline supplies throughout the country," Simon said, 
'but we must allow it to work. And panic buying isn't helping 
the situation.

"Many Americans are being forced to accept the discomfort 
and inconvenience of waiting in service station lines when it 
simply isn't necessary," Simon said, "and this program is aimed 
at alleviating this."

E-74-49 -FEO-
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I especially welcome this opportunity to speak before- 

the Commonwealth Club. I say this not only because of the 
deserved esteem the Commonwealth Club enjoys, but because 
it gives me an opportunity to lay bare the facts on the 

energy crisis before you, and the many people listening on 

the radio. I should add, incidentally, that it is also a 

great personal delight to return —  even if very briefly 

on business —  to San Francisco.

In the nearly two months since the Federal Energy Office 
was created, the energy crisis has become increasingly a 
fact of American life.

Responses to the shortage have been as diverse as the 

attitudes and values that shape our society. To illustrate, 
let me read some excerpts from stories carried on the wires 

one day last week.
One Senator was quoted as saying, "The major oil 

companies deliberately caused the fuel shortage by keeping 
guotas on imports and not expanding drilling and refining
operations."

E-74-48
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The president of a group of independent oil men 
said, "Misguided and misinformed politicians are to blame 

for the Nation's fuel crisis and not the major oil companies."

—  One industry official even said, "The women's 
liberation movement unintentionally contributed to creating 
the energy crisis."

Without a question, reaction to the energy crisis 

certainly has been diverse, but one characteristic has been 

preeminent: it has. emerged as one of our pressing, if not

the most pressing concern in the United States today.
In some parts of the country this concern has translated 

into "panic-buying."

We find, for example, that nearly half of the people 
lining up for gasoline at the service stations we have 
spot-checked, have tanks that are at least half full.
In some instances, almost 30 to 40 percent of the tanks are 
three-fourths full. This is absurd.

Panic-buying —  and that stop at the next gas station 

down the road to top off your tank —  really leads to just 
one thing: inconvenience to yourself, and genuine discomfort 

to everyone in line behind you.

In our view, people are simply overreacting. While we 

certainly face shortages, they are by no means critically 
severe. We know that through effective fuel allocation, and 

that is one of the major challenges at the moment, we can 
ensure that there will be enough gas at nearly every pump 

in the country to meet vital driving needs. However, we 

cannot ensure gasoline for unnecessary short trips and 

pleasure driving.
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The regrettable fact, however, is that too many people 

are simply overreacting —  and thousands of other drivers 
passing by assume, like the Army, when you see a line at a 
gas pump, "Get in it."

And there seems to be an equally large segment of people 

who believe that "The Great American Energy Crisis" is a 
contrived hoax, driven by an unabashed quest for profit-taking 

that can only lead us down a road marked with environmental 
and economic disaster.

We have all seen numerous news accounts alleging that 
the major oil companies conspired to create the energy 
shortage.

We have heard accusations that there are millions of 

barrels of oil hidden away in capped-off wells, and even in 

tankers sequestered off our coasts, waiting only for the 
next price increase.

And we have heard concerned outrage and demands for an 
immediate investigation of the oil industry.

To date we have been unable to verify any of the charges, 
and yet, there undeniably is so much rhetorical grapeshot in 
the air, that many people may be in danger of losing sight 
°f the fact that the energy crisis is here and it is not 
contrived.

The fact that our energy demand has been growing at 
the rate of four to five percent a year for the past 20 years 
was not contrived.
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The fact that domestic exploration peaked in 1956, and 

that domestic production has been decreasing since 1970 was 

not contrived.
And, most important today, the fact that we are importing 

five million barrels today —  and even before the embargo 
were importing seven million barrels a day —  was not contrived.

The lamentable fact is that lifting the embargo 'will 

not mean an end to shortages or an end to the need to manage 

our shortages —  or, most important, an end to the need for 

Project Independence.
The United States and other industrialized nations are 

crossing the threshold into an era where energy —  and many 

other critical mineral and raw materials —  will be more 
difficult to obtain. And when they are available, we will 

be facing soaring world prices.
Yet, no matter how much documentation, diplomacy, 

litigation, and legislation there is, we still face significant 
energy shortages in the years ahead.

We believe, however, that as the American consumer 

confronts the dimensions of the energy crisis, he will realize 

that if we approach it in a level-headed fashion, we can 
manage the shortages, by bringing demand in line with supply*

Since the Federal Energy Office was established last 

December, we have taken vigorous and wide-ranging action.
—  We have assumed control of the mandatory allocation

program, so that our supplies are distributed equitabiyj
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—  We have implemented realistic energy conservation

goals, and the response to them has been excellent?

We have developed the most accurate energy data 
reporting system, within the time available, arid 
have asked the Congress for necessary legislation 

so we can improve upon it?
■'; ; r-../ HB'l.S ££ i:l i i ioi^!3S XUO * AOXdBVXSSnOO—  We have proposed changes to our tax structure, ana

made other key legislative initiatives to accelerate 

the development of our domestic energy resources?
—  And we have attempted to establish a dynamic management

structure that can cut through bureaucratic fed“ tape, 

and address the vital challenge we face *—  reftuining 

to self-sufficiency.
»an rxoi pfiidjffiiODOB i o j o s s  aeaaiaiM ©i£d iiiiW

The decisions we made have not always been eariy bheri;^
And i wouldn' t be frank if I d i d n 11 admit that, as iri ahynci 

management undertaking like the allocatiori program, WC may not 

have been as responsive as we would like to have been.0 • ir'am 
convinced, however, that we are well on the way rib bffrifihg 
timely, efficient, and accurate service.

I personally welcome your comments in this reg&fd, and 
would especially appreciate it if you w o u l d '¿end ris any 

Proposals you have for upgrading the effectiveness of thec 
allocation program. irrsi'ieg oi cl Xo a$°xoqs'

* KOfimooim ioh sx® add s&oxpa aaxrodoa

.oo;t , aid pttJLQb ai ramranoo s&T

D £ X B
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When the Federal Energy Office assumed control of the 

Mandatory Allocation Program there was a backlog of about

20,000 cases. Today we have reduced that to a normal 
weekly caseload, which is 1,500.

Allocating existing supplies is just one-half of our 

most pressing immediate task. The other half is energy 

conservation, Our action in this area has been just as 
direct.

The results, to dat e , are encouraging.

The response of industry, commerce, and the American people 

to our energy conservation measures has been magnificent, and is 

one of the primary reasons we. have not had to implement gasoline] 

rationing.
With the business sector accounting for nearly 70 

percent of our total energy consumption, we have asked 

business and industry to do "their share."

After sending out over 43,000 letters to businessmen 

throughout the country, we have received over 12,000 letters

of commitment to save energy, and the responses are still 
coming in.

The Pepsi-Cola distributors in Texas, for example, 
have reported that by changing route patterns, they have 
been able to cut gasoline consumption by more than 40 percent.

And reports of 15 to 20 percent savings at businesses 

and factories across the country are not uncommon.

The consumer is doing his part, too.



From New England, we have evidence that, as a result of 

conservation measures, residential heating oil consumption 

has been cut by 2 0 percent, even after allowing for warmer 

weather. While in Winston-Salem, North Carolina, fuel oil 
usage has declined by 15 percent.

We believe that this same kind of support for energy 
conservation is going to translate nationally into a 15 
percent reduction because consumers are turning their

t.
thermostats down six degrees and industry ten degrees.

And the potential for even greater energy savings are 

just beginning to show up as small businessmen, corporations, 

and even entire industries conduct energy audits.

I would urge each of you to investigate the role of 

energy audits if you haven't already,done so. For, aside 

from being a workable management tool to support our national 

energy effort, thdjaudits have already resulted in new and 
more innovative methods to cut energy use.

I n  th e  lo n g  te rm , h ow eve r, we m u st move t o  d e v e lo p  a 

r e a l i s t i c  a b i l i t y  f o r  s e l f - s u f f i c i e n c y  t h a t  w i l l  b r e a k  th e  

hack o f  th e  e n e rg y  c r i s i s .  And  we b e l i e v e  P r o j e c t  

Independence w i l l  do  j u s t  t h a t .

To meet this goal, we have set forth a five-fold program:

£irsty we must establish a central energy organization.

The creation of the Federal Energy Office is a major step in 

that direction. In the long run, however, it is essential 

we have legislation to create a Department of Energy 

and Natural Resources. It's worth noting that every Presidential 
eview commission since the Hoover Commission has called for

x,

e s t a b l is h m e n t  o f  a s i n g l e  C a b i n e t - l e v e l
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agency to oversee the preservation and development of our 

national resources. It may, in fact, be the only point that 

President Hoover, Roosevelt, Truman, Eisenhower, Kennedy; 
Johnson, and Nixon agree upon.

Second, we must develop a new short- and long-range 

"energy conservation ethic" in this country that will dampen 

the runaway growth in energy demand. Some estimates indicate 
that thirty to forty percent of the energy produced in the 

U. S. today is wasted. One analysis shows that the 210 

million people in America, in effect, waste as much energy 

as the 110 million people in Japan consume. We simply cannot 
afford to allow the growth in energy demarid to continue to 
outpace our productive capacity —  as it does now, and would, 
even without the oil embargo.

Third, we must accelerate the development of our massive 

untapped domestic energy resources, through Project 

Independence. With almost half the free world's known coal 

reserves, we have enough coal to meet our total energy needs 

for centuries. And we have the equivalent of one trillion 

800 billion barrels of oil locked in our massive oil shale 

reserves in Colorado, Wyoming, and Utah, enough to last more 
than a century.



9 9
While few of us may accept, the fact, America1s energy 

resources are largely undeveloped.

We have the technology to convert coal into gas, crude 

oil/ petrochemicals, and even gasoline, and must now bring 
this technology into the marketplace.

The time has come to take oil shale research put of 

the laboratory and press these new-found techniques into 

production, thus creating anothexjk Iter native to oil imports

Some of these ventures are risky. But the payoff of 
just one major breakthrough could be spectacular: we can 
produce synthetic oil from either coal or gas, at $ 5  to $ 6  

a barrel.

Proposals to develop revolutionary new industries 
employing a new generation of technology in the span of 
a few years may seem far-fetched.

But look what we did in synthetic rubber during

World War II. In 1940 the United States was responsible

for more than two-thirds of the world's total annual rubber

consumption. The United Kingdom, which controlled 75

percent of the world's rubber, imposed export restrictions

driving the price of rubber up from 14 cents a pound, to 
$1 J a pound. Faced with soaring market prices and a 
critical need for this vital resource, Government and 

ndustry initiated a vigorous effort to develop synthetic 

ker* 1944 in the span of less than five years —
We pr°duced not only enough rubber to meet our needs, but

that was far superior to natural rubber.
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I say that there is no reason today, that we can't 

do this same thing today with synthetic gas, and other 

new coal and shale technologies.
We also must move vigorously to accelerate the pace of 

oil and natural gas leasing on the Outer Continental 

Shelf. It seems incredible that less than three percent 

of the potentially productive OCS has been leased in the 
twenty-odd years since the program was originated.
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And there are an estimated 100 billion barrels 

of oil reserves on the North Slope, in Naval Petroleum 

REserve No. 4 in Alaska, and off the Alaskan Coast.

We ca n  no lo n g e r  a f f o r d  t o  a l lo w  t h e s e  c r i t i c a l  

re so u rc e s  t o  l i e  u n d e v e lo p e d ,  o r  u n d e r u t i l i z e d .

Fourth, we must develop a new relationship between 

government and industry to ensure that we have an accurate, 
and timely auditing process to cover every aspect of the 

energy situation. We have already taken firm action, within 

existing powers, to get that kind of information as soon 

as possible. And, where additional authority is required, we 
have asked Congress to enact the needed legislation.

Fifth, we must forge a new structure of international 
cooperation within the world community, between producing 
and consuming nations.

The international implications of the energy crisis are 
profound because of the obvious economic and national security 

ramifications• For this reason, President Nixon has called 
a meeting on February 11 with the major oil-consuming nations 

o the world to be followed by a meeting of the consuming and 

Producing nations of the world. This is a major step to 
address our mutual problems.

Today, most industrialized nations are competing for
limited supplies in a market with dramatically escalating 
Prices.

The economic impacts of oil brinkmanship has registered 
hock effects in nearly every sector of the international

structure because of spiraling oil prices.
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If current prices hold, .the oil import bill for the 

United States will rise from a projected $7 billion to as 

high as $21 billion this year. One World Bank report 

estimates that by 1980 five nations belonging to the Organization 

of Petroleum Exporting Countries (OPEC) —  Saudi Arabia, Qatar, 

Abu Dhabi, Kuwait and Libya —  could hold close to 75 percent 
of world financial liquidity.

And as doubled and even tripled OPEC oil prices roll 

through the economies of many industrialized and third-world 

nations, inflation has risen at incredible rates. Rates of 

inflation today in Britain are running at 12 percent —  13 
percent in France; 20 percent in India; and 22 percent in 
Japan. Like it or not, the energy crisis is not just a 

regional or national problem —  it is one that could literally 

sever the economic and diplomatic sinews that bind together 
the world community as we know it today.

Last week, Secretary Simon and I met with Canadian 

Energy Minister Donald MacDonald to discuss common questions 

regarding future energy development that would affect both 

countries, as well as current and anticipated cross-border 

allocation problems.

Our talks were wide-ranging, and I believe productive 

for both sides. They certainly will lead to closer dialogue 
between Ottawa and Washington —  and the Canadian and American 
peoples —  on the vital energy question.

I have every confidence that if we continue to pursue 

every avenue —  not just at home, but abroad —  we can turn 

the energy crisis around, and oÉirtes the threshold into an 

era when every nation, and every world city will no longer
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look at resource development through the portals of 

national or economic self-interest.
While the threat of international blackmail is clearly 

a condition of oil diplomacy today, we must not lose sight 

of the opportunities before us. If, for example, we can 

perfect reasonable cost processes to convert oil shale to 

petroleum or that will liquefy coal into petroleum at $4 to 

$ 5 a barrel, the yolk of oil imports we shoulder today will 

be cast aside forever.
The greatest challenge we face in the months and years 

ahead will be to translate our energy policy into new 
attitudes, values, and patterns of action that will lead to 

the ability for energy self-sufficiency.

I am convinced that the people of the U.S. have begun 

to recognize the enormity of the job ahead of us. I am 

convinced that we have turned the corner in energy planning 

and are now beginning down the road which will lead to 

energy self-sufficiency.

With this new sense of purpose —  with this new realization 

of the need to increase our energy supply while protecting 

our natural resources —  we can build a stronger America.

-FEO-
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I am delighted to have this opportunity to be a part of 
the National Automobile Dealers Association, and especially 

value your President, Mr. John S. Hinkley's gracious invitation

While preparing my remarks, I found myself reflecting 
on the ancient king's practice of "slaying the bearer of bad 

news." Fortunately —  at least in Washington —  the practice 
has been abandoned. I wouldn't be frank, if I didn't admit 
that I hope the National Automobile Dealers Association shares 
our view on that matter.

There is little question that the energy crisis has 
brought disquieting and even cold news into the lives of nearly 
everyone in the country. For some people, it has brought a 
sudden change in life style and for still others, it has even 

brought a little discomfort. For nearly all of us, it has 
brought new attitudes, and new values.

Of all the sectors of the American economy, however, 
the auto industry —  and especially the members of the National 

Automobile Dealers Association -- have begun to absorb the 
first waves of economic impact.

E-74-51
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We are accurely aware of your concerns.
* Concerns over a drop in domestic auto sales, which 

according to some estimates, will drop from $9.69 million 

last year, to about $8.85 this year and no matter how you 
balance the figures, many of you will be unhble to sell as 

many units as you did last year.
* Concerns over auto inventories that are simply not 

compatible with the energy conscious needs of consumers today, 

that have resulted in a reduction in full-sized medium car 
sales from 18 percent of the market a year ago last December, 

to about 12 percent in 1973.
* And, most important of all, we are sensitive to your 

concerns over the future of your businesses, and of the millions 
of people whose livelihoods depend upon the role of the automo­

bile in America.
We know that some dealers throughout the country are 

losing their businesses.
We know that some dealers have had to reduce their 

sales forces, and these kind of decisions are hard, because 
we're not just talking about the economic cost of the energy 

crisis -- but the human cost.
It is for this reason —  above all others —  that 

Secretary Simon places the highest priority on getting the 

facts on the energy crisis to you and the almost 21,000 
members of NADA as quickly and as accurately as possible.



That is exactly what I would like to do this afternoon.
Each of you, I'm sure, as well as many other people across 

the country, have seen accounts that the energy crisis is 

contrived. :;;r/■. ^  ew
We have seen accusations that there are millions of barrels 

of oil hidden away in capped-off wells, and that there are 0 

tankers laying off our .coasts waiting only for the next price 

increase before their supplies are brought to the market.

We have heard allegations that the oil industry, in 
search of massive windfall profits, coaspired to create 
the energy shortages, and drive prices up at an almost 

phenomenal pace. (I am sure, incidentally, that both 
Secretary Laird and Frank Ikard of the American PetrCleum 

Institute will comment on both these questions later in the 
program.) £  ̂; -, 5 ^  ajL j.ae..:z>X 3 - 3  ¿3 -,:

We have yet to see any hard evidence that "these charges 

are true —  there is so much rhetorical grapeshot in the air* " 

that many people are beginning to lose sight of the f act that £ - 
the energy crisis is here. vt nl

The fact that energy consumption has been growing at the 
rate of four to five percent a year over the past 2 0 years, and the 

fact that the U.S. with 6 percent of the world's population 

accounts for a third of its energy, is not contrived.
The fact that domestic exploration peaked in 1956, and 

hat our domestic production has been decreasing since 1970 is
n°t contrived.
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The fact that we have allowed our domestic refinery 

capacity to stagnate over the last few years is not contrived.

And/ most important/ the fact that we are importing 

million barrels a day now and even prior to the embargo 

we were importing 7 million barrels a day, is not contrived.

For years now, the American consumer has been on an 
energy joyride.

We have underwritten economic growth and one of the 
highest standards of living in the world, and even a generation 

of social and cultural development with abundant supplies of 
low cost energy.

Those days -- not only for the U.S. —  but nearly every 
industrialized nation in the world, are changing.

It is worth noting, I might add, that the Soviet Union 

is the only industrialized nation in the world that is totally 
seif“Sufficient in energy today.

I am sure that all of you have heard much of this before, 
and are asking yourselves the question, "Yes, but how does 
this relate to me?"

In my view, one of the underlying factors is that we have 
become victims of our own success —  victims, if you will, of 

the achievements of our technological and economic success.

The private automobile has given the American consumer the 
greatest mobility in world history. Today, there is one
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auto to every 2.2 people in America.
One pundit has even suggested that at our current rate 

of growth, some day there may even be more autos in America 

than there are people.

The energy cost of our technological and economic success 
has been high, growing at rates that literally have outstripped 

our ability to meet those needs. Since 1958, for example, the 

sales weighted fuel economy has dropped from 14.07 miles 
per gallon to 11.67 miles per gallon for last year's model.

The reason for this is simple: while our cars may have been 

better, they've also been bigger, giving us more speed ■ safety and 

comfort while using a lot more gas. Weight,as you know, is 
a major factor in gas mileage. It's no wonder, then, that

today's intermediate car weighs about the same as full-size cars 

did just two years ago.
While some people, including a large number of environmentalists 

have found it easy to simply "blame Detroit" for what now are 
wholly unacceptable rates of energy use, the fact remains that 

the American automobile was designed.and constructed to meet 

consumer needs • , g * „
And for decades now, the American motorist has been able 

to buy gasoline, as well as other energy sources such as 
natural gas and electricity at truly bargain prices. Consider 

just a few of the following f acts:
* While the cost of living has more than doubled in the 

last 25 years, the average price for residential electricity 
has actually decreased by a third.



* Natural gas, our cleanest burning fuel, has essentially 

been controlled at rates far below the comparable price, on a BTU 
basis, other fuels. Today, in fact, natural gas is being

sold at controlled prices in interstate markets two to almost 

three times less than it is in intrastate markets.

* And gasoline, even today, is selling at prices one-half 

and even two-thirds less than it is many European and Asian 

countries. And,I should add, I'm talking about industrialized 
countries like France,*Germany, Italy and Japan.

In fact, just a year ago, energy costs in the United States 

accounted for only four percent of our total Gross National 
Product, compared with eight to twelve percent for most Western 
European nations.

I am not citing these facts because we in the Federal 
Energy Office feel that higher consumer prices for oil and other 

energy sources are necessarily desirable. There is, however, a 

clear relationship between energy pricing and the economics of 
supply. The results are that:

—  Exploration, refinery construction, and nearly every 
dimension of domestic energy development has fallen off.

—  While demand has risen at four to five percent annually/ 

at exponential rates, because we have not had the incentives to 
use energy sparingly, to eliminate waste, and —  most important 
of all —  to ensure that our technology reflects "life-cycle" 
energy costs.

In the past, the auto industry —  like many other sectors 
of our economy —  simply was not competing in a marketplace
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which reflected the cost and effects of energy consumption.

The Administrator of the Federal Energy Office, William 

Simonfand I have met personally with the leaders of the auto 
industry.

And I can tell you today, that there is no question 
in my mind about the determination of the auto industry to 

bring their technological capability, and vast economic and 
human resources to bear on the problem. We have every 

confidence that with that kind of a commitment, your industry 

will be able to retool, and literally bring a new generation 
of design based upon energy efficiency into the market during 
the next years.

The oil embargo is by no means the major contributing 

factor to the long-term effects of the energy crisis. What it 
has done, however, is shorten the transition period. We 
frankly believe that if the oil embargo is lifted, and tf 

the American consumer continues to use energy sparingly, without 
waste, that we can ease through the next years without severe 
economic disruptions.

Some analysts-, for example, have suggested that the 
initial shock tremors of the energy crisis will ease off after 

the first waves of energy price increases, and new purchasing 
attitudes roll through our economy.
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premise behind Project Independence, achieving our three major 
goals:

First: The immediate problem of matching energy demand
with supply, through conservation and allocations that will 

allow us to manage the energy shortages without severely disrupting 
jobs, or the vitality of the economy.

Second; A longer term goal of weaning the United States 

away from such a heavy dependence on energy imports, by acceleratin, 

domestic energy production and cutting energy waste*

And Third; To develop new energy sources that will use
our fossil fuel more effectively, and bring still more sophisticate! 
energy sources on line including nuclear, geothermal and solar 
systems.

During the first quarter of 1974 we expected to have 14 perc en j  

less oil than we normally would be using. The actual shortfall 

should be much lower because the American people are conserving 

^uel, the weather has been warmer than normal, and initially 
the Arab oil embargo was not as effective as it is today. I c a n n o t  

over stress the fact, however, that even after the embargo is 
lifted, we will still face shortages. But we are hopeful that the 

determination of the American people to avoid rationing and 

continue conserving our finite energy supplies will ensure that 

the shortages, when they occur, are "manageable."

Let me stress, however, th-.t without a lift in the oil 
embargo and at least continuing favorable weather we may face 

shortages especially of gasoline —  on a broader scale this
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summer. Both factors will be major determinants in deciding 

if we have to go to rationing. Even then, however, we will

Let me add, that if we have to go to rationing we will 
Ypxen'e a •/ ■- \ '

be adding 17,000 employees and a one and one-half billion 
dollar year burden on the taxpayer. And even then —  no

¿•t t T"**' ■' : 1 52? r\ "T ft f *. 1 ^ 0 ''''T /'t. 1 ' 'V JjS"k >■ ?i'-| 'jpK1 -

matter how equitable our rationing plan is —  we cannot

be able to buy enough gas for your car, electricity for your 
i o  d u o  r iO 'IB SBO l $■!Mt*

factory, or heating oil for your home. Rationing is a 
oini eonpinriood . fyfltifi >? : \ . ' ■: tec

only a mechanism —  a mechanism to ensure that limited

supplies are distributed equally. No rationing plan —  no
matter who designs it —  will increase energy supplies.

Efficient energy use, and a new "energy conservation ethic"
to use all our finite energy sources more judiciously must be 

ojLjjionoo9 n ip x s io i  od * • ■ ■'
an integral part of our quest for energy independence.

Fortunately, the United States has vast untapped 

energy resources. Our coal and oil shale reserves are

institute rationing only as a last resort.

guarantee that just because you will have a coupon you will

equivalent to lt5 times the known total petroleum reserves, 
and could serve our needs for hundreds of y ears.

natural gas reserves on the Outer Continental Shelf. 

To date, however, only about 2 percent of the Outer
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We must move expeditiously to bring on line our 

abundant domestic energy resources.

While few of us may accept the fact, America's energy
t . r ̂  fj ■ -'1 f . |-VW . ■

resources are largely undeveloped.

We have the technology to convert coal into gas, crude 

oil, petrochemicals, and even gasoline, and must now bring 

this technology into the marketplace.

The time has come to take oil shale research out of 

the laboratory and press these new-found techniques into 

production, thus creating another alternative to oil imports.

Some of these ventures are risky. But the payoff of
B r fl

just one major breakthrough could be spectacular: when we 

produce synthetic oil from either coal or gas, at $5 to $6 
a barrel, we will no longer be vulnerable to foreign economic 

and political blackmail.

Proposals to develop revolutionary new industries 

employing a new generation of technology in the span of 

a few years may seem far-fetched to you.

But look what we did in synthetic rubber during . 

World War II. In 1940 the United States was responsible 

for more than two-thirds of the world's total annual rubber 

consumption. The United Kingdom, which controlled 75 

percent of the world's rubber, imposed export restrictions 

driving the price of rubber up from 14 cents a pound, to 

$1.23 a pound. Faced with soaring market prices and a
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critical need for this vital resource, Government and 

industry initiated a vigorous effort to develop synthetic 

rubber. By 1944 — in the span of less than five y e a r s —  

we were able to not only produce enough rubber to meet 

our needs, but one that was far superior to natural rubber.

I say that there is no reason today, that we can't 

do this same thing today with synthetic g a s , and other 

new coal and shale technologies.

Our final goal is to develop new energy sources —  

solar, geothermal, nuclear, and others.
We have the achievement of almost three decades of nuclear 

research behind us to optimistically predict that by the end 

of the next decade we will have perfected commercial scale 

nuclear breeder reactors, and that nuclear energy will generate 
a fourth of our electricity.

We already have proven coal gasification and liquefaction
technology that will convert our most abundant fossil fuel 
, I ■ 1 |  / , / / r  .j. ;.;*f f) £ V  J'. "t fo JJjfJ £> V

mto clean burning, and hopefully low cost supplements to our
listing energy sources.

The promise of oil shale, and the almost 1.8 trillion 
barrels of oil in our oil shale deposits, is still another 

P° ential source of energy that can begin to make a contribution 
our national needs over the next years.

Geothermal steam, which today provides a third of San

isco s electrical power, is still another source that 

remains untapped.
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And solar energy fusion, and energy from the tides 

and wind are still other potential sources for a new 

generation of energy supplies.

The President, as you know, has made an $10 billion 

commitment to energy R & D for Project Independence. In 

the meantime, however, we must not lose sight of the fact 

that we are literally talking about years before these new 

sources will really assume a major share of the energy market.

Even today nuclear power, which provides about 1% of 

our total energy needs, only gives us about as much energy 
as we get from firewood.

Ea,ch. of you, as consumers and more important as members 

of one of our largest industries, can make a personal contribu­

tion to meeting our national energy needs in the years ahead.

As businessmen, you are in daily communication with a 
vital sector of consumers: the millions of men and women who 

buy and drive automobiles.
We know that the auto industry, for example, has hard 

evidence that simple changes in driving habits can lead to 
massive energy savings. These same results, derived independently 

by EPA indicate that:
- By cutting out short trips fuel economy can be boosted by a 

margin of a third, and even doubled for trips less than one mile*
- By eliminating rapid acceleration, we increase mileage 

by as much as 15 percent.



- By keeping cars properly tuned we can raise mileage 
almost 6 percent over what we get from an untuned engine.

- And simply driving at stead speeds, will reap even 

greater fuel savings.
We are not asking the American people to give up their 

cars altogether, What we are asking, however, is that 
they use their cars more efficiently. Taking public trans­

portation, eliminating unnecessary trips, carpooling and the 

many other energy saving measures each of us can take will 

contribute not only to our national energy goals, but the 
vitality of the auto industry.

We believe that Government —  even a lean and unbureau- 

cartic organization like the Federal Energy Office —  can 
only do so much. In fact, without a spirit of commitment 

in the private sector —  and I mean every industry, business, 

and consumer —  our efforts would be hollow. Today, I would 

like to ask each of you to join in our effort, and to assume 

greater leadership in bringing the vital message of energy 
conservation to everyone.

The challenge of returning America to energy independence 

and developing the ability for energy self-sufficiency may 

Well be the most significant challenge our people have faced 

ln decades. i believe, however, with truly massive natural 

Sources the w o r l d ' s most powerful economy —  and leader- 

kip in nearly every field of world technology —  there is 

^  reason why we cannot —  and will not achieve that goa l .
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I hope that each of you will join us in that great

task.

Thank you.

-FEO-
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QUANDARIES IN THE 1974 FORECAST

It is not a new concern of economic analysis of the 
scene to be concerned with prices and supplies. Indeed, it is 
one of the oldest -- pre-dating Keynes.. But, that concern 
over the last several decades has been directed mainly to the 
.general level of prices, that is to say, the course of infla­
tion in the economy. That was worry enough. And recent 
developments have done nothing to lower the level of worry.
But events, first in agriculture, then in internationally traded 
industrial raw commodities and lately in oil, have introduced 
new dimensions to the causes of inflation.

Now, the response of the various sectors of the economy 
to particular prices typically is the concern of micro­
economics -- that older and seemingly inconsequential concern 
°f economists. In 1973 and prospects for 1974, however, micro- 
economic issues have emerged as factors which are influential 
ln> if not determining, the general level of prices and of 
production. The year 1974 will witness the effects of many 
special situations regarding relative prices and supply, which
yill provide major impacts on the course of the general price level.
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As the forecasts of 1974 prices are being made, the 

usual attention to the complex of productivity, wage increases, 
unit labor costs and profit margins will not be enough in 
forecasting the general level of prices.

One feature of prospective 1974 developments is clear:
The micro-economic' factors will be operating in an economic 
scene where the ordinary rules and criteria of macro-economics 
do not apply. For example, both the "official" and the 
"standard" economic forecasts for 1974 involve a slow-up in 
real economic growth. Ordinarily, that might suggest a certain 
sluggishness in the pace of economic activity resulting from 
deficiencies in aggregate demand, which are accompanied by 
slow-ups in expenditures and production, and rising unemploy­
ment. Indeed, that is the standard approach to business 
fluctuations. I quote from the standard textbook on business 
cycles by R.C.O. Matthews entitled The Business Cycle: "There 
is general agreement that cyclical fluctuations are caused 
by changes in the level of aggregate demand."

Of course, slow-up in growth may well characterize the 
economic scene in 1974, but its cause is rather uncertain.
If it originates in an insufficiency of demand, then it would 
clearly fit the standard post-World War II pattern. Indeed, 
the latest Economic Report discusses a weakness in demand 
which emerged in late 1973, spilled over into early 1974 
and might extend throughout the first half of this year. The 
^£Port notes that real growth may turn negative in early 1974.

I would prefer to view this sluggishness in real growth 
differently. Should the sluggishness in real growth result 
from constraints on the supply side, it would represent an 
entirely different state of affairs than sluggishness which 
results from deficiencies in aggregate demand. That is why 
I would set aside the usual procedures of the National Bureau 
°f Economic Research in identifying and characterizing this 
slowdown. I would not agree that a slowdown in real growth 
in the usual National Bureau sense already had developed after
iu fi5st 3uarter of 1973; and that the U.S. already is in be grip of a "growth recession."

When the economy runs out of room to grow and thereupon 
real growth slows, that is quite different from the usual 
c aracteristics of a "growth recession." A demand-induced
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"growth recession" typically is accompanied by some letup or 
even larger downswing in business, consumer, or Government 
demand, some reaction in prices, etc. But I would expect that 
there would appear to be less prospect of that reduction in 
sectoral demands, prices and the rest than in earlier cyclical 
experiences. Indeed, with respect to prices, we are witnessing 
in 1973 and early 1974 not merely a horizontal "Phillips Curve" 
but one that is rising sharply.

That is saying something to us: I would submit that what 
is being transmitted to us are continuing signals of strong 
demand, rather than the sluggishness and apathy that was said 
to beset the consumer and investor; and that sectoral expendi­
ture drags, if they exist, are reflecting supply limitations 
more than demand. Indeed, I would characterize all of 1973 -- 
extending straight through the fourth quarter of the year and 
into early 1974, as far as the statistics go -- as a period of 
strong demand for goods and services in nearly all areas, 
with the outstanding exception of housing. And I would add, 
parenthetically, that the housing slow-up is more characteristic 
of a boom than any "growth recession."

Only one rough adjustment is required to show how strong 
demand has been and continues to be. If the real GNP is 
calculated by elimination of the effects of only one of the 
many supply constraints -i automobiles plus consumer expendi­
tures for gasoline -- real GNP in the fourth quarter advances 
at an annual rate of 3.4%. This follows an adjusted real GNP 
growth rate of 4.6% and 3.07o in the third and second quarters 
of 1973, respectively. Those rates do not bespeak a sluggish 
economy nor flagging demand.

(Those rates compare with the total GNP advances of 1.3% 
in the fourth quarter -- a deceptively low rate and one which 
was preceded by 3.4% and 2.4%, respectively in the third and 
second quarters of 1973.)

Another set of figures appears interesting. Real consumer 
demand is said to have eased, indeed declined, in the fourth 
quarter. That, too, seems to be supported because consumer 
expenditures in 1958 dollars declined at an annual rate of 
2.6%. But, if a simple adjustment is made for car sales and 
purchases of gasoline and oil and home heating fuel, the decline 
is converted into a rise of about 3%.
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It was the aggregative GNP figures, affected by small 

car and other shortages, which have led to characterization 
of this period as a "growth recession" by some forecasters. 
But, if the National Bureau methods were to examine a variety 
of measures in addition to total GNP, then the strong demands 
throughout 1973 and the strain on resources become clearer.

• Capacity utilization rates were -- and are -- very high. 
Indeed, bottlenecks were widespread even before the 
energy problem arose.

• Unfilled orders for durable goods and other goods have 
continued to mount, as have capital appropriations, 
and other measures of intended capital goods spending.

• Delivery time for production materials remains very 
high.

But even after citing these figures, there would still 
remain the question of why the unemployment rate was inching up 
in late 1973 and rose to 5.2% in January of this year. The 
January establishment employment figures were indeed disturbing. 
If demand is so strong, why is there growing unemployment of 
some resources? (Incidentally, I would stress the uncertain 
quality of the January figures on employment and unemployment 
something of a statistical quirk must have affected the figures. 
For example, when the steel industry turns down orders because 
they already are too large to handle and reports come in that 
employment and hours decline, I would suggest that the figures 
merit substantial scrutiny.)

I would suggest that the answer to the question of why 
there is and will be slow growth and growing unemployment in 
1974 is in a basic economic proposition: The production- 
possibilities curve for the economy has shifted to the left,
°r perhaps stayed the same, instead of moving "rightward," as 
tt normally would with advances in productivity and the labor 
force. (That production-possibilities curve is taught to 
each beginning student in economics but somehow the memory 
°f it has faded.) The demand-oriented macro-models have always 
viewed the production-possibilities curve in perpetual shift 
to the right. I would think that the 1973 non-oil shortages 
and the oil shortage, itself, could mean a leftward shift in 
this curve.



5
• To begin with, non-oil shortages already had reduced 

the room to grow in 1973.
• The shortage of oil, itself, would make less U.S. 

production possible -- clearly this would be so in 
terms of the "value added" to the imported oil.

• The production and sale of services connected with 
these products would also decline -- gas station 
activities, etc.

• There would also be a threat to the production of 
certain products. (Hopefully, that aspect might be 
minimized by the conservation and allocation programs 
-- as well as by higher prices.) Certainly, large 
cars now need to be considered outside the 
production-possibilities curve. Large cars are not 
quite in the same category as "buggy whips" but clearly 
not in demand. In addition, the demand for hotels, 
motels, and other related activities would diminish.
The supply is there -- but they are "complementary" 
goods and services and clearly are supply-induced 
reductions of expenditures.

But, if the supply of these energy and energy-related 
items is not available, could not supplies of other items be 
expanded and serve as sources of increased economic growth?
If unemployed resources are available, why should not they 
be put to work and contribute to growth?

The problem with that proposal is that it would take 
time. The transferability of resources is not easy -- indeed, 
it is very difficult. The auto worker does not easily adapt 
to a steel or textile mill. The gas-station attendant may not 
find it easy to get other skilled or unskilled employment.
In other words, the structural barriers to the movement of 
unemployed economic resources are very large.

If this analysis is correct, then a question arises with 
tespect to what might be done to ameliorate the situation 
ecause there would remain the human problem arising out of 
growing unemployment. There might be two approaches arising 
out of this analysis of a worsening in the production-possibili- 
tes curve for the economy. The first of these does not 
require Government action because:



5 ?/• To some extent, the supply situation will be self“ 
correcting and, indeed, the seeds for self-correction 
exist. If the problem is one of shortage of small 
cars, the conversion of facilities to do that is in 
process. By April and May, a significant portion of 
large~car production facilities might be converted.

• The uncertainties regarding gasoline may well have 
been cleared up by the spring. This might cause some 
pickup in large“car purchases. In addition, this 
might change the outlook on spending for auto-related 
goods and services -- that on motels, hotels, vacations, 
etc.

• Finally, there is agreement among most forecasters that 
the second half of 1974 will show much stronger economic 
growth because the capital goods boom now in progress 
will still be going strong, housing starts will again
be rising because the current congestion in housing 
markets will have cleared up and the Federal fiscal 
position might be less restrictive than earlier.

The role of government policy in affecting economic growth 
will be more difficult. If the foregoing analysis is correct, 
then the standard stimulative measures of tax reduction might 
clearly be inappropriate. If the real growth potential is 
reduced, additions to purchasing power by this means might 
result more in inflation than in anything which would promote 
real growth, and the inflation is bad enough now.

Should the Government do nothing as unemployment rises?
That, too, would be clearly undesirable. The following steps 
might be considered -- should they become necessary.

• Monetary policy might be responsive to whatever 
develops. Housing might be most directly affected by 
this, but as noted earlier, there is a current congestion 
in housing markets. But, other benefits might develop, 
although it is difficult to specify them in advance.

• The unemployment insurance system needs strenghtening 
with respect to coverage, duration and level.

• Some speed-up in public works projects might be 
desirable.
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• Some direct housing assistance by the tandem plan, 

already announced.
• Public service employment (but there is some question 

of the gross and net additions that would result).
Other steps by Government surely can be contemplated.

But, the basic conclusion of the limits provided by the 
"production possibilities" analysis is that any rush into 
stimulation of the economy might have worse effects on inflation 
than any betterment of employment.

0 0O 00

I
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SENATE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS 

Tuesday, February 5, 1974

Mr. Chairman,

I welcome the opportunity to appear before you today to discuss 

our nation's energy data requirements.

One of the highest priorities of the Federal Energy Office is to 

develop a comprehensive, accurate, and timely energy information system. 

The information we now have to work with is not adequate and its re­

liability cannot be checked. Today, and in the years ahead, we need 

better data on every aspect of energy -- reserves, refinery operations, 

inventories and production costs. We need data that we can check, 

verify and cross-check, and we intend to get such data.

Current Data Sources

The data we now use comes from a variety of sources. Data on the 

domestic petroleum supply system are currently gathered by the Bureau of 

Mines (BOM) and by the American Petroleum Institute (API). The Bureau 

of Mines data are gathered primarily through a monthly report by refining 

companies, supplemented by monthly data gathered from terminal operators. 

Information on crude oil production is also obtained from state agencies, 

and information on imports, primarily imports of refined products, is 

obtained through Census Bureau reports based on Bureau of Customs data. 

The Bureau of Mines reporting system is voluntary, but there is a very 

high degree of cooperation by the petroleum refining companies, and the
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response rate is in fact higher than that achieved in many supposedly 

mandatory information reporting systems.

The API has a much less detailed reporting system than the 

Bureau of Mines, but, it receives and publishes data on a weekly basis.

For example, API collects refinery information from about 607o of the 
refiners which account for over 907. of domestic operations. These 

data include refinery crude runs, production and yields of all major 

refined products and inventories of crude oils and finished products. 

Detailed information on imports are also compiled by the API.

We have already completed preliminary cross-checks of these 

reporting systems and have found them to be reasonably accurate and 

quite consistent over long periods of time although on a week-to-week 

or month-to-month basis differences of up to several hundred thousand 

barrels per day can and do occur For example, during the first 10 

months of 1973 API reported imports differed from the data published 

by the Bureau of Mines (based on Customs Bureau data) by less than 

one half of one percent.

While these cross-checks indicate that the data appear sufficiently 

accurate for management decisions, there are still significant deficiencies 

in these systems. Let me briefly summarize the problems.

First, industry coverage by the API for the weekly statistics is 

not complete. Smaller refiners and importers are not included and the 

statistical techniques used to extrapolate the sample to industry totals 

may not be completely adequate in these times of shortage and rapid 

change.



-3-

The second major problem deals with secondary stocks —  those 

petroleum inventories not held by retiñereis and major terminal operators.

In contrast to the primary supply system, where both the Bureau of 

Mines and the API provide comprehensive, although not completely adequate 

data, information about secondary stocks can only be pieced together 

from a number of sources, but even the combination of all these data 

sources does not provide complete information.

Information about actual consumption is also scattered. The 

Federal Power Commission compiles data on the use of all fuels, 

including petroleum, for the generation of electricity. The Civil 

Aeronautics Board collects data on the use of aviation fuels by 

certified carriers. The Bureau of Census collects data on fuels and 

electric energy consumed in manufacturing industries once every five years 

of manufacture, and estimates are provided in intervening years. However, 

from all of these data sources one can build only an incomplete picture.

A related deficiency concerns the lack of regional and seasonal 

differences in consumption. To make our allocation programs work properly, 

we must know where and when the different petroleum products are needed. 

Current needs must be determined in large part by reference to past 

consumption levels and trends, but data on past consumption patterns are 

not available by states and by month. Further breakdowns of consumption 

by industry or other users are not available. These kinds of data are 

not available primarily because the Federal Government is only now 

allocating scarce fuels.

To develop sound public policy on energy resource development, 

pricing policies, and research and development programs, accurate
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information on reserves is needed. The Federal Government should 

have the authority to compile, maintain, and verify an inventory of the 

reserves and resources on public lands.

Other energy information is also vitally important. We need cost 

and operating data for long range planning, as well as for current 

allocation programs. Information on our progress in reducing demand 

in the industrial, commercial, transportation, and residential sectors 

are necessary for evaluating energy conservation options. Environmental 

information is also needed to evaluate energy policy alternatives 

with consideration of their environmental impacts, as mandated by the 

National Environmental Policy Act. Another area where more information 

is needed is on the international scene. The operations of the major 

energy companies are worldwide and it is essential that we have the 

key information on their international activities which are critical 

for our domestic needs.

One final point must be made. All of our current sources of data 

are voluntary and for many of the programs we now must operate this is 

simply not enough. We now clearly need mandatory reporting systems and 

mechanisms to check and enforce their proper operation.

FEO Data Activities

As I have testified in recent weeks, we have already instituted 

a number of actions to correct the deficiencies I have cited. These 

actions will enable us to collect better energy data and to improve our

management capabilities.
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We have instituted immediate daily reporting of tanker arrivals 

by the Bureau of Customs, so that petroleum imports data can be available 

and processed with a lag of only about one week instead of the month or 

two required for complete Census Bureau processing of all Customs imports 

data, including petroleum. This will provide a direct check on imports 

reported by the API and give the Federal Government a timely and 

independent measure of the import situation.

We are establishing a system for obtaining, on a sample basis, 

measures of actual consumption of home heating oil, adjusted for the 

weather. Data have been coming from New England* for more than a month, 

through the cooperation of the New England Fuels Institute, its member 

dealers, and their computer service bureaus. The results, which we 

report weekly, indicate that conservation measures have affected 

significant reductions in use of heating oil. Broader coverage will be 

achieved as additional companies or associations are brought into this 

program.

We have been working with the FPC to establish a rapid reporting 

and forecasting system for the consumption and stocks of all fuels, 

including petroleum, used to generate electricity. These data are 

needed to operate our allocation programs properly.

In January, I visited the Texas Railroad Commission and I am meeting 

with other state regulatory agencies to see what can be done to get more 

accurate and timely information on reserves, capped wells and maximum 

recovery rates.
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The FEO, working with the National Oil Jobbers Council, is 

surveying the storage capacity and inventories of about 15,000 jobbers 

and wholesalers. The responses will give us a much better indication 

of secondary stock levels for kerosene, diesel fuel, heating oil and 

gasoline.

These systems represent just a start in the overall mandatory 

reporting systems we need and are developing. Most important perhaps 

is an integrated mandatory reporting system for petroleum products.

FEO is now developing and implementing such a system for all refiners.

It has three essential parts. First, reports of expected refinery 

operations during the coming quarter and reports of expected inventories 

and shipments to each state for the coming month will be required. This 

information will provide the backbone for planning and operating our 

allocation programs.

Secondly, we are now developing a weekly reporting system for all 

refiners, major bulk terminal operators and pipeline companies to give 

FEO production, yields, and stocks information directly from industry. 

This system will obviate our need to rely on API aggregated data.

Finally, monthly reports, certified by company officials of 

refiners, pipeline companies and bulk terminal operators will be r e q u i r e d .  

FEO audit teams, assisted by the 1RS will make continuous field checks 

of the information contained in these forms. We expect that every 

major refiner will be audited at least partially four times each y e a r .

The forms, computer systems and implementing regulations are now 

being developed and the complete system will be operational in about
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five weeks. This system will provide the detailed, verifiable information 

we must have to operate. The system will be further expanded to include 

secondary stocks as soon ás possible. I understand that we have 

sufficient legal authority under both the Economic Stabilization Act 

and the Emergency Petroleum Allocation Act to require these repots be 

filed and enforce legal sanctions if they are not.

None of these systems will provide all of the information we need 

during the short-term crisis or for long range planning. There will 

continue to be important facts or questions that only targeted spot checks 

can confirm. Reports of price gouging, hoarding or the possibilities 

of ships off-shore awaiting higher prices are all cases in point. We 

have already dealt with problems like this. We used over 1,000 IRS 

agents late last year to sweep the 48 states looking for price gouging.

The Coast Guard used its District Commanders and major port personnel 

to make physical checks on unusual tanker activities. Let me assure 

this Committee that we intend to maintain sufficient flexibility and 

manpower resources to continue these activities as needed to cope with 

the current shortage.

Need for Mandatory Legislation

While we have sufficient authority to mandate the petroleum data 

we now need, I still feel that specific mandatory reporting legislation 

ls recluired. First, tailored sanctions and enforcement provisions may 

e more appropriate than those in our current authorities. Secondly, 

expansion of mandatory reporting to other energy sources, such as coal 

an uranium, is a necessity in the months ahead and may not be practical 

under our existing authorites.
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Comments on S. 2782

The proposed Energy Information Act, S. 2782, would set up a Bureau 

of Energy Information and establish it within the Department of Commerce.

The Bureau would operate and maintain a National Energy Information 

System which would consist of three libraries of energy information with 

different degrees of accessibility. The Bureau would follow procedures 

similar to those governing the operations of the Bureau of the Census.

Specific studies to be conducted by the Bureau are mandated in this Bill, 

as well as very specific data requirements and reporting frequencies. 

Penalties for false disclosure of information are also provided.

While I support the general intent of this proposed Energy Information 

Act, there are a number of provisions we believe should be changed. 

Accordingly, we are now developing legislation to require mandatory reporting 

and expect to submit such legislation to the Congress shortly. This 

legislation will go beyond information on petroleum inventories, imports 

and refinery operations, and will include information on reserves, 

corporate structure, economics, and non-petroleum products.

Organization of Energy Information

As recognized by S. 2782, there is a great need to provide a focus for the 

for the collection and analysis of energy data. The President, in his 

Energy Message to Congress on June 23, directed us to establish an Ene.̂ .,} 

Information Center within the FEO. This center will coordinate energy 

data within the government, and will provide the information to the public, 

the Congress, and other Federal agencies. This is a major function of 

FEO, as accurate data provides the framework for sound policy decisions.
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Only by having direct and immediate access to the information 

collected can the FEO effectively provide timely analysis.

This information is needed quickly, on demand, and 

must be responsive to the needs of such important efforts as the 

mandatory allocation program. Furthermore, FEO has established a 

network of regional offices which can be used to verify and check the 

accuracy of the data. The FEO audit teams will be able to check not 

only cost and price information, but all data required by this Office 

as well.

Since its formation less than two months ago,* the Federal Energy 

Office has taken several actions to open up the data gathering and 

analysis process. We have published a weekly Petroleum Situation 

Report which explains the dimensions of the energy shortage, discusses 

weekly fluctuations in the data, predicts the supply and demand in 

coming months, relates the accuracy of our previous projections, and 

compares our analyses to the data compiled by the API* We have also 

established an advisory group of distinguished experts to review our 

data procedures and forecasts. I recognize the issue of credibility, but 

at the same time I feel that the FEO has demonstrated its commitment to 

objectivity and credibility. To assure the public of the objectivity of the 

Office, we will propose the establishment of an independent review group,
mt •
is group would review the Office's procedures and would report to the 

President and the Congress on objectivity.
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P u b l i c  D i s c l o s u r e

T h e  p u b l i c  h a s  a  r i g h t  t o  c o m p l e t e  a n d  a c c u r a t e  i n f o r m a t i o n  o n  t h e  

e n e r g y  s i t u a t i o n .  T h i s  p o l i c y  s h o u l d  g i v e  w a y  t o  l i m i t a t i o n s  i m p o s e d  

b y  s t a t u t e  a n d  t o  l i m i t a t i o n s  w h e r e  i m p o r t a n t  p u b l i c  p o l i c y  c o n s i d e r a t i o n s  

d i c t a t e  o t h e r w i s e .  F o r  e x a m p l e ,  t h e r e  w i l l  u n d o u b t e d l y  b e  n a t i o n a l  

s e c u r i t y  c o n s t r a i n t s  u p o n  t h e  r e l e a s e  o f  c e r t a i n  i n f o r m a t i o n  a b o u t  

m i l i t a r y  f u e l  s u p p l y  l e v e l s .  F u r t h e r ,  c o m p e t i t i v e  c o n s i d e r a t i o n s  w i l l  

d i c t a t e  c o n f i d e n t i a l i t y  s u c h  a s  i n  c a s e s  w h e r e  d i s c l o s u r e  o f  f u t u r e  

p r o d u c t i o n  o r  s h i p m e n t  p l a n s  c o u l d  b e  u s e d  f o r  a n t i - c o m p e t i t i v e  o r  

p r e d a t o r y  p u r p o s e s .  I  p r o p o s e  t h a t  a n  i n d e p e n d e n t  g r o u p ,  c o m p o s e d  o f  

a g e n c i e s  s u c h  a s  t h e  A n t i t r u s t  D i v i s i o n  o f  t h e  J u s t i c e  D e p a r t m e n t  a n d  

t h e  FTC ,  h a v e  t h e  o p p o r t u n i t y  t o  r e v i e w  d a t a  c o l l e c t e d  b y  t h i s  O f f i c e  

t o  d e t e r m i n e  w h a t  i n f o r m a t i o n  s h o u l d  b e  c o n s i d e r e d  c o n f i d e n t i a l .  B u t  

I  w o u l d  e x p e c t  t h e s e  l i m i t a t i o n s  t o  b e  r e l a t i v e l y  n a r r o w  a n d  t h a t  m o s t  

o f  t h e  i n f o r m a t i o n  w o u l d  b e  a v a i l a b l e  t o  t h e  p u b l i c .

B o t h  t h e  g o v e r n m e n t  a n d  t h e  p u b l i c  a r e  e n t i t l e d  t o  m u c h  m o r e  

i n f o r m a t i o n  a b o u t  t h e  p e t r o l e u m  i n d u s t r y  t h a n  i s  no w  a v a i l a b l e .  We 

i n t e n d  t o  s e e  t h a t  i t  i s  g a t h e r e d  a n d  m a d e  a v a i l a b l e .  S .  2 7 8 2  

e s t a b l i s h e s  t h r e e  l i b r a r i e s  o f  i n f o r m a t i o n  d i s c l o s u r e :  a  p u b l i c  

l i b r a r y  o f  e n e r g y  i n f o r m a t i o n  a v a i l a b l e  f o r  p u b l i c  u s e ;  a  c o n f i d e n t i a l

l i b r a r y  f o r  r e s t r i c t e d  g o v e r n m e n t a l  u s e ;  and a secret library to be used 

o n l y  b y  e m p l o y e e s  o f  t h e  O f f i c e  o r  o t h e r  e m p l o y e e s  the agency designates

t o  p r e p a r e  a g g r e g a t e d  o r  a n o n y m o u s  s t a t i s t i c s .  We b e l i e v e  t h a t  this 

a p p r o a c h  i s  t o o  i n f l e x i b l e  a n d  p r o p o s e  i n s t e a d  t h a t  b r o a d e r  categories f o r  

d i s c l o s u r e  b e  s e t  u p .  O b v i o u s l y ,  o n e  c a t e g o r y  w i l l  b e  t h a t  information 

g e n e r a l l y  a v a i l a b l e  t o  t h e  p u b l i c .  T h e r e  i s  a l s o  a  n e e d  f o r  a restricted c a
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of information, with access limited to other government bodies or 

solely to FEO as needed in carrying out its responsibilities. The 

Administrator would prescribe by regulation the degree of accessibility 

of information in this restricted class. These regulations would reflect 

the existing statutory requirements and traditional practices regarding 

disclosure of certain types of information. I believe these proposals 

will greatly broaden public acceptance of the information which the 

government collects and publishes on this subject. I also believe 

that stiff penalties should be established for false or erroneous 

reporting of information and that these penalties be strictly enforced.

Specificity of Data

Rather than specify in the legislation each piece of information 

to be supplied to the Bureau, as in S. 2782, I feel that the legislation 

should specify types of data needed (such as reserves, production, and 

price and cost information) and should empower the Administrator of 

FEO to promulgate data gathering regulations. In particular, I feel 

that Section 501 of S. 2782 is entirely too detailed in its specifications. 

The proposed Bill is also too inflexible in the frequency with which 

the data is required. In some cases, we may want data more often and 

n °thers we may not need the information as frequently or as 

regularly as prescribed in S. 2782. Instead, I propose that the 

Administrator be given greater flexibility to set reporting intervals.

Relationship with Other Federal Agencies

As I indicated earlier, there are many Federal agencies now 

ecting energy data or data on energy related factors such as prices 

0r tubular steel production for drilling rigs. While it is not necessary
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t o  a b a n d o n  o r  r e p l a c e  a l l  e x i s t i n g  d a t a  s y s t e m s ,  i n  m a n y  c a s e s  o u r  d a t a  

s y s t e m s  a r e  i n a d e q u a t e .  F E O ' s  n e w  E n e r g y  I n f o r m a t i o n  C e n t e r  m u s t  

d e v e l o p  a n d  i m p l e m e n t  n e w  s y s t e m s  t o  m e e t  o u r  e n e r g y  i n f o r m a t i o n  

n e e d s .  A t  t h e  s a m e  t i m e  I  w o u l d  n o t  p r o p o s e  a b o l i s h i n g  e x i s t i n g  d a t a  

c o l l e c t i o n  m e c h a n i s m s  i n  o t h e r  a g e n c i e s  w h e r e  t h e y  p r o v i d e  a c c u r a t e  

a n d  u s e f u l  i n f o r m a t i o n  a s  p a r t  o f  a n  a g e n c y ' s  n o n - e n e r g y  m i s s i o n .

To t h e  e x t e n t  t h a t  t h e s e  a g e n c i e s  c a n  s u p p l y  t h i s  i n f o r m a t i o n  o n  a  

t i m e l y  b a s i s  a n d  i n  u s a b l e  f o r m a t s ,  FEO w i l l  c o n t i n u e  t o  r e l y  u p o n  

t h e m .  H o w e v e r  t h e  n e w  O f f i c e  m u s t  b e  t h e  c e n t r a l  f o c u s  f o r  t h e  

c o l l e c t i o n ,  v e r i f i c a t i o n  a n d  d i s s e m i n a t i o n  o f  a l l  e n e r g y  d a t a .

S um ma ry

I n  s u m m a r y ,  t h e  F e d e r a l  E n e r g y  O f f i c e  f u l l y  i n t e n d s  t o  g e t  

a l l  t h e  i n f o r m a t i o n  n e e d e d  t o  do  o u r  j o b  a n d  f a i r l y  p r e s e n t  t h e  f a c t s  

t o  t h e  A m e r i c a n  p e o p l e .  We h a v e  a l r e a d y  m a d e  s u b s t a n t i a l  p r o g r e s s  i n  

o u r  e n e r g y  d a t a  s y s t e m s .  U n d e r  t h e  a u t h o r i t i e s  we  n o w  h a v e ,  w e  w i l l  

i m p l e m e n t  m a n d a t o r y  r e p o r t i n g  r e q u i r e m e n t s  f o r  t h e  p e t r o l e u m  i n d u s t r y .

A n d ,  u n d e r  a u t h o r i t i e s  we a r e  n o w  e v a l u a t i n g ,  a n d  w o u l d  h o p e  t o  w o r k  

c l o s e l y  w i t h  C o n g r e s s  i n  f i n a l l y  f o r m u l a t i n g ,  we w i l l  d e v e l o p  t h e  b r o a d -  

b a s e d  e n e r g y  i n f o r m a t i o n  s y s t e m s  n e e d e d ,  n o t  o n l y  t o  d e a l  w i t h  o u r  c u r r e n t  

p r o D l e m s ,  b u t  w i t h  t h e  c h a l l e n g e s  i n  t h e  d e c a d e  a h e a d .

O u r  p r o p o s e d  l e g i s l a t i o n  s h o u l d  b e  c o m p l e t e d  a n d  r e a d y  f o r .  

r e v i e w  b y  t h e  C o n g r e s s  b y  n e x t  w e e k .  A t  t h a t  t i m e  I  w o u l d  l i k e  t o  

w o r k  w i t h  t h e  C o m m i t t e e  i n  t a k i n g  t h e  b e s t  p a r t s  o f  o u r  l e g i s l a t i o n ,

S .  2 7 8 2  a n d  a n y  o t h e r  i d e a s  w h i c h  m a y  d e v e l o p  a s  a  r e s u l t  o f  t h e s e  

h e a r i n g s  a n d  a s s u r e  q u i c k  e n a c t m e n t  o f  a  b i l l  w h i c h  we  a l l  a g r e e  we

n e e d .
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FOR RELEASE 6:30 P.M. February 6, 1974

RESULTS OF TREASURY’S 52-WEEK BILL AUCTION

Tenders for $ 1.8 billion of 52-week Treasury bills to be dated 
February 12, 1974, and to mature February 11, 1975, were opened at the 
Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED COMPETITIVE BIDS:
High - 93.638 Equivalent annual rate 6.292%
Low - 93.536 Equivalent annual rate 6.393%
Average - 93.588 Equivalent annual rate 6.342% 1/

Tenders at the low price were allotted 33%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 
District
Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Kansas City
Dallas
San Francisco

TOTALS

Applied For
$ 45,005,000
2,530,975,000

29.505.000
13.595.000
12.885.000
10.560.000
212.980.000
43.565.000
19.055.000
15.350.000
27.700.000
140.250.000

$3,101,425,000

Accepted
$ 12,905,000
1,585,875,000

825,000
9.360.000
10.885.000
6.560.000

88.830.000
5.865.000
8.055.000
7.300.000
5.700.000

57.900.000
$1,800,060,000 n

I! This is on a bank discount basis. The equivalent coupon issue yield is 6.76%,

-^-ludes $43,495,000 noncompetitive tenders accepted at the average price,
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RELEASE ON R E C E IP T February 7, 1974

TREASURY SECRETARY SHULTZ NAMES MALCOLM T. STAMPER 
WASHINGTON STATE CHAIRMAN FOR U. S. SAVINGS BONDS

Malcolm T. Stamper, President and member of the Board of Direc­
tors, Boeing Co., Seattle, is appointed volunteer State Chairman for 
[the Savings Bonds Program in Washington by Secretary of the Treasury [George P. Shultz, effective February 8.

He will head a committee of business, banking, labor, govern- 
Iment, and media leaders, who --in cooperation with the U. S. Sav­
ings Bonds Division -- assist in promoting Bond sales in Washington.

Stamper is a native of Detroit. He was graduated from Georgia 
■Institute of Technology with a BS in Electrical Engineering. He ¡also studied law at the University of Michigan.
liQ After 14 years with General Motors, Stamper joined Boeing in 
poz as Manager of Electronics Operations, in what was then the Aer­
ospace Division. In June 1965, he was elected a Boeing Vice Presi- 
fent, and made General Manager of the Turbine Division. A year lat- 
»47 tv Va? pointed Manager of the Boeing Everett Branch -- now the 

Visi?n “  where he directed the 747 program from its inception po tne beginning of fleet deliveries.
Stamper became General Manager of the company^ commercial air- 

lthAn7ftlroli^in APril 1969, directing production and development of 737, and 747, In May 1971, he was named Senior Vice 
lost en *̂ Operations, and in September 1972, he assumed his present

Iroli «ta?Per kad previously served the Bond Program as Boeing's Pay- 
IP a tinnllngf Plan Campaign Chairman in both 1972 and 1973. Partici- | “ in the Plan in both those years topped 99 percent.

He is married to the former Mari Guinan. They have six children.

oOo
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FOR RELEASE 6:30 P.M. February 7, 1974

RESULTS OF TREASURY BOND AUCTION

The Treasury has accepted $300 million of the $1,144 
million of tenders received from the public for the 19-1/2 year 
7-1/2% bonds auctioned today. The lowest price accepted was 100.45 
which is the price to be paid by all successful bidders. This 
price results in a yield of 7.45% to the first callable date,
August 15, 1988, and 7.46% to maturity.

Accepted tenders include 93 % of the amount bid for at the 
low price, and $31 million of noncompetitive tenders.

In addition to the amount allotted to the public, $250 
million of the bonds were allotted to Federal Reserve Banks 
and Government accounts in exchange for securities maturing 
February 15, at the price at which other tenders were accepted.
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RELEASE ON RECEIPT February 8, 1974

TREASURY SECRETARY SHULTZ NAMES JOHN M. MARTIN 
AS DELAWARE STATE CHAIRMAN FOR U. S. SAVINGS BONDS

John M. Martin, Chairman of the Board, Hercules, Inc., Wilming­
ton, Del., is appointed volunteer State Chairman for U. S. Savings 
Bonds by Secretary of the Treasury George P. Shultz, effective imme­
diately.

He will head a select committee of Delaware business, banking, 
labor, government and media leaders, who -- in cooperation with the 
U. S. Savings Bonds Division -- assist in promoting Bond sales 
throughout the state.

Martin, an Alabama native, was graduated from the Georgia In­
stitute of Technology, with a BS in Mechanical Engineering, in 1934. 
That same year, he joined Hercules as a member of the Technical Serv­
ice Division/Explosives and Chemical Propulsion Department.

After service in various supervisory positions, in a number of 
Hercules owned or operated facilities, Martin was appointed General 
Manager of the Explosives and Chemical Propulsion Department, in 
1953. He was then named a company Director that same year.

In 1960, he was elected Vice President and Member of the Execu­
tive Committee. He became Vice Chairman of the Board, in May 1970, 
and was elected to his present post in December of that year.

Martin is active in many business, civic and educational organi­
zations, including -- member of the Board of Trustees, U. S. Council, 
International Chamber of Commerce; President, Greater Wilmington De­
velopment Council; former Chairman, National Security Industrial As ­
sociation; member, Four-H Foundation Advisory Council, and member, 
American Institute of Mining and Metallurgical Engineers.

He is married to the former Mary Malone. 
ren -- two sons and five daughters.

They have seven chil-

oOo
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FOR RELEASE UPON DELIVERY

STATEMENT OF THE HONORABLE GEORGE P. SHULTZ 
SECRETARY OF THE TREASURY 

BEFORE
THE JOINT ECONOMIC COMMITTEE 
FRIDAY, FEBRUARY 8, 1974 

10:00 A.M., EDT

Mr. Chairman and Members of the Committee:

Since your review of the economy last summer, we have 
witnessed an abrupt change in world economic circumstances, 
The cutback in oil production and the precipitous increase 
in oil prices have dramatically affected prospects for world 
production, employment, price stability and balance-of- 
payments equilibrium. The lives of people in all parts of 
the world are directly affected, with potentially devastating 
effects on those in the poorest countries who can afford it 
least.

Chairman Stein and his colleagues on the Council of 
Economic Advisers have discussed with you the prospects for 
our domestic economy in light of these developments. My 
statement today will concentrate on the world economic 
environment and its implications for our policies in the 
period ahead.

The World Economy: Boom, Shortages and Inflation

The oil crisis developed late in 1973. It came on 
top of a situation already characterized by worldwide 
shortages of foodstuffs and industrial raw materials and 
the most serious general inflation since the World War II 
period.

S-361



hHijfji 1 1 IH| . .* .'rj. |  v a-a| f $ |i M H w%* » |^   ̂ ••; l^Pfra'^nP

To a considerable extent, these conditions were an 
outgrowth of world boom. The major industrial countries for 
the first time since the Korean War found themselves facing 
similar cyclical situations, with strong demand pressures, 
strains on capacity, and rapid inflation. Price increases, 
summarized in the first table attached to this statement, 
were of depressing magnitudes. For the major industrial 
countries as a group, consumer prices increased about 9\ 
percent. U.S. consumer price increases, at 8.8 percent, 
were only slightly less than average. The pressure on 
commodity prices was reflected in the much sharper wholesale 
price increases in almost all countries, with the increase in 
the U.S. amounting to 15.5 percent.

As this contrast suggests, what the world experienced 
last year was essentially a commodity price inflation. World 
commodity prices rose two or three times as fast as prices 
of finished goods and services, and the pressure on commodities 
accounted fully for the acceleration in rates of inflation. 
Food prices alone may have been responsible for half the 
increase in consumer prices in the major industrialized 
countries, and toward the end of the year particularly, 
energy prices also contributed heavily.

Supply deficiencies at a time of worldwide boom were 
the principal factors behind the escalation of commodity 
prices. The combination of natural forces which led to 
inadequate harvests over the past two years -- there was in 
fact a fall in worldwide agricultural production per capita 
in 1972 -- produced a scramble for food supplies in a world 
accustomed to worrying about surpluses. Shortages of other 
raw materials, such as non-ferrous metals and timber, also 
developed.

Domestic markets in some countries, where currencies 
appreciated during the year, were partially shielded from 
the strong international price pressures. Others, whose 
currencies depreciated, such as the U.S. during the first ha 
of the year, were not only fully exposed to the world trend, 
but had to absorb an additional source of inflationary 
pressure. But these exchange rate changes -- which made an 
essential contribution to restoration of international paymen 
balance -- should not obscure the main point that no country 
could es:cape a pervasive worldwide phenomenon.
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The cuts in oil production imposed in the Middle East 

for essentially non-economic reasons then created supply 
difficulties in another critical area, and the resulting 
increases in oil prices dramatically altered world economic 
prospects. From a $2 per barrel range in September, we saw 
open-market prices of crude rise to in excess of $15 per 
barrel within a brief period.

The low point of oil production seems to have been 
reached in November; by January, production was about 
at the same levels as consumption, which has of course been 
reduced. With easing of supplies, and the continuing 
efforts to reduce consumption around the world, arms length 
market prices have declined. By the end of January, it 
appeared that spot market prices had fallen to the $10 to 
$11 per barrel range. There can be no certainty how greatly 
consumers -- and their governments -- will be inclined to 
reduce their consumption in the light of the higher prices. 
But it seems likely that consumption this year at anything 
even approaching present prices would be significantly less 
than what the free world could produce through responsible 
and efficient use of existing and planned facilities. It 
seems likely, therefore, that market forces will push in the 
direction of further reductions in the open market price 
of oil in the international market.

Moreover, looked at as an economic phenomenon, I am 
convinced the current levels of international oil prices 
are neither sustainable nor tolerable over a longer period. 
As we look ahead, additional sources of energy can and will 
be developed at lower cost. Yet compared to earlier years, 
the future cost of energy will be high. This implies a 
fundamental change in the world economy -- a re-evaluation 
of one of the basic tenets of a world industrial society 
built on the assumption of relatively cheap and plentiful 
oil.

Fortunately, in areas other than oil a few encouraging 
signs are visible in the battle against inflation. Food 
production is expanding rapidly, and with normal' weather, 
a record crop is in prospect this year» The prospective 
s owdown of the boom in the industrial countries should 
temper pressures on raw material and commodity prices.
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Also, for the United States, the recent strengthening of 
the dollar, and consequent fall in the cost of our 
imports, can help dampen inflationary pressures.

Internationally, one possible danger is that attempts 
will be made to maintain exhorbitant commodity prices 
through the exercise of sheer monopoly restraint on supplies. 
It should be possible to avoid this danger without confrontatioj 
through a constructive dialogue aimed at identifying and 
meeting the legitimate needs of consumers and producers alike,

At home, it is important that the effects of the rise in 
commodity prices are not aggravated by irresponsible pricing 
policies or abandonment of the responsible pattern of wage 
settlements we have seen in the past year -- a process that in 
the end would only be self-defeating by twisting the cost-price] 
screw another turn. Finally, as we pass from overheated boom 
and face the new problems of production and employment imposed 
by energy shortages, we must not lose sight of the inflationary! 
dangers of lax budgeting or excessive money. We should be, 
and we are, prepared to adapt our monetary and fiscal policies 
flexibly as the need is demonstrated. But, as we appraise 
that need, let us recognize that more money is not a substitute] 
for more oil.

The World Economy: International Payments

The prospect that the world was moving toward a 
better balance of payments equilibrium has been vastly 
altered by the recent oil price increases.

There have been suggestions that current price levels 
imply a $75 billion jump worldwide in the annual costs of 
imported oil. These estimates assume the price rise comes 
on top of previous forecasts of oil consumption. This same 
calculation would imply an increase of perhaps as much as 
$10 billion in the annual oil import costs of the less 
developed countries which are not oil producers, an amount 
exceeding the total official assistance they have been 
receiving.

These calculations are obviously purely mechanical. n 
fact, no one knows what prices the consuming nations will 
paying for oil imports this year. Higher oil prices and con 
servation measures do lead to reduced oil consumption an a
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volume of imports. With higher revenues, oil exporters will 
expand their purchases, mainly from industrial countries.

Even making some allowances for these factors, there 
have been estimates that the investible funds of oil producers 
could increase this year by more than $50 billion. This 
would imply a deterioration in the current account position 
of the rest of the world of a corresponding magnitude.

The implications of a change of this magnitude, coming 
with such abruptness, are difficult to comprehend. For a 
number of developing countries, the calculations must plainly 
have an air of frightening unreality. They simply do not 
have the funds to pay, or any realistic prospect of repaying 
loans in the large volume that would be required. Nor can 
industrialized countries find the consequences acceptable, 
even though in the aggregate they can anticipate large flows 
of investment from the oil producers.

We therefore must act promptly to bring the problem 
within manageable proportions, both by reducing its magnitude 
and by developing cooperative techniques for handling it.
In doing so, we believe we can be working with, and not 
against, the legitimate aspirations of the oil exporters for 
fair compensation for their resources, and for stable and 
profitable investment outlets. The consequences of failure 
are evident. We are already beginning to see tensions mount 
as countries begin to react to the prospect of swollen oil 
import bills. The exporting countries can have no real 
interest in actions which severely disrupt the economies of 
their customers.

Obviously, the pressures and the means for handling them 
are not evenly distributed among all nations. The United 
States and some other countries could, if necessary, through 
their own actions cope with the problems which these oil 
price increases create, although the impact on the United 
States will be a good deal more serious than many seem to 
realize.^ The U.S. was prospectively the w orld’s single 
largest importer of oil, and under any foreseeable circumstances 
0Qr oil import bill will soar in the near-term. Oil imports 
were expected to represent a bigger proportion of our total 
imports than is true of most major European countries.
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On the other hand, our strength is that, even in the 
short-term, we. are in a better position than many to conserve 
on our consumption of oil and to cut back our oil imports.
We are the world's largest producer of oil, with many good 
possibilities for increasing our output; and over the longer 
term, we are capable of becoming fully independent of foreign 
oil. While I would discount substantially the fact that in 
December we had the largest monthly trade surplus in our 
history -- over $940 million -- we fortunately do not start 
from a deficit balance of payments position.

The strong turnaround in the U.S. balance of payments 
last year is traced in an attached table. Although the 
final figures for the fourth quarter are not yet available, 
we expect that they will confirm that the marked improvement 
in the trade balance was accompanied by better results in 
thé other accounts.

An Integrated Approach
No matter what the precise impact on the United States 

and other countries is individually, the very substantial 
adjustments the world now faces present a sharp and fresh 
challenge to our ability to work together in the common good. 
The challenge needs to be met on four fronts, each crucial 
to the whole: by devising new forms of cooperation to deal 
with the energy situation; by completing our negotiations 
for reform of the international economic system and to 
liberalize world trade; by maintaining the momentum of develop­
ment; and by working to restore the fabric of international 
stability torn by inflation, payments inbalances, and now the 
oil crisis.
1. Energy Cooperation

We hope that the international energy meeting to be held 
next week will succeed in reaching a common analysis and ande 
standing of the energy problem, and will begin to define the 
nature and scope of new forms of cooperation to deal with i 
The agenda for the meeting includes questions of reliable 
supply, conservation, development of alternative energy soa  ̂ j 
research and development, emergency sharing of supplies, an 
financial management. We are looking forward to consultati 
with developing countries, and we want to lay the base for 
constructive discussions with producing nations.
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What we want is not confrontation but cooperation, in 
the conviction.that in the end producers and consumers both 
will find a large common interest in reconciling their needs 
in a manner which is consistent with economic stability, 
open trade, and rapid development. All nations need to have 
confidence that goods they need will not be arbitrarily 
restricted, and that, conversely, markets will not be closed 
to them. All will benefit from increased supples of energy.
All need a framework of financial stability.
2. Monetary and Trade Reform

Our efforts to reform the international monetary system 
were reassessed in the light of uncertainties related to the 
oil situation at a meeting of the Committee of Twenty in 
Rome last month. The Committee decided it should complete its 
work on the main features of a reformed monetary system as 
quickly as possible -- hopefully at its next meeting, scheduled 
for mid-June. At the same time, we recognized that in some 
areas, the desired approach could only be implemented over 
time in an evolutionary way, and that a number of important 
operating characteristics of the system would need to be worked 
out in detail later.

It was also agreed that, in light of recent developments, 
intensive attention should be given to certain needs that are 
both immediate and "do-able," in order that elements of reform 
of particular relevance to present conditions can be put in 
place as promptly as possible.

One critical requirement is to find new procedures for 
improving the effectiveness of the International Monetary Fund 
and continuing cooperation among financial officials. A long 
step toward that objective was taken by agreement that a twenty- 
member Council of Governors would be established in the IMF, 

pending the formal and legal establishment of the Council, 
a temporary Committee. The Council would meet regularly, 
three or four times a year, with broad and continuing authority 
to manage and adapt the monetary system, to oversee the continued 
operation of the international balance-of-payments adjustment 
process, and to deal with sudden disturbances which might 
threaten the monetary system. The Council, or the temporary 
Committee, would come into being when the C-20 finishes its 
work and will be charged with continuing the evolutionary 
process of reform within the context that the C-20 has established
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Other aspects of reform will also be included in the 
substantive agreement that we expect the C-20 will reach in 
June. One need is to establish techniques for valuing the 
SDR in situations--like the present--in which most of the 
major currencies are floating, and important elements of an 
agreement on that point were developed in Rome. More broadly, 
the long discussion of the need to develop codes of conduct 
to guide the operation of the adjustment process should be 
brought to a conclusion. I am encouraged that discussion on 
appropriate guidelines for floating will become more intensive 
in coming months, and some convergence of approach seems to be 
developing. ■' j ftj •

Developments of the past year lead us also to consider 
new priorities in the trade negotiations. More emphasis is 
needed with respect to restrictions on the supply of inter­
nationally traded commodities, alongside the traditional 
emphasis on access to markets. The barter deals some countries 
are negotiating with oil producers raise anew the old questions 
about the role of bilateral trading arrangements in a multi­
lateral order and how they may be placed within a framework of 
generally agreed rules. I think it essential that the debate 
on these issues--and debate it will be, for there is certainly 
no consensus-- should be initiated promptly.

The tensions inherent in the major trade and balance 
of payments adjustments that countries will experience shortly-- 
even with more reasonable oil prices--underscore the importance 
of maintaining the impetus toward trade liberalization. The 
difficult problems ahead can be solved more easily within a 
context of expanding world trade, encouraged by renewed p r o g r e s s  
toward trade liberalization.

I hope the Congress will move expeditiously to complete 
action on the trade legislation before it. Few things would 
be more damaging to the prospects for cooperative solutions 
to our common problems than the appearance that the United 
States was faltering in its commitment to a liberal and re­
formed international trading order.

3. Economic Development
The third task I cited earlier was to maintain the 

momentum of economic development. I have already emphasized 
the new burden on developing countries from the higher oil 
prices. I see no way that aspect of the problem can be reason I 
handled unless those oil producers with excess funds provide
grant and other concessional assistance to offset the soaring 
cost of oil imports to the LDC’s. But such assistance devis 
to meet new needs in no way can substitute for the assistance
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programs now in place financed by the industrialized world. 
Indeed, the need for maintaining, and even expanding in an 
orderly way, those programs is at least as urgent as before.
The new problem of the oil situation simply cannot be an 
excuse for further compounding the extreme difficulties of 
the poorest people in the world, further widening the gap 
between the ’’have," and the ’’have nots.”

The United States is being asked--and properly so--to 
bear a fair share of that cost. We cannot, in my judgment, 

to answer that call without severely damaging the entire 
fabric of the cooperative world order that we promote. In 
that context, the action by the House of Representatives last 
month in voting down the bill for replenishment of the re­
sources of the^International Development Association is 
particularly disturbing. We want to work closely with the 
Congress in the period ahead with the objective of carrying 
out our share of this joint effort--a share, I should point 
out, that has been reduced at our request to one-third from 
the 40 percent level maintained earlier.

4. Maintaining International Economic Stability

.Aswe move ahead in those areas, we need to deal on a 
continuing basis with the threats to international economic 
stability inherent in the present situation. Temptations for 
individual countries to seek their economic salvation at the 
expense of their trading partners are present. Fortunately, 
si is ,e5ually apparent that such actions would not only be 
seit-defeating in their immediate objective, but could leave 
US^a^  worse off, caught in a maze of controls, restrictions 
and dislocations that impair growth and stability. The need is 
o make sure that that intellectual understanding of the 
common danger is, under the pressure of swiftly moving events, 
made effective in our national decision making.

In approaching this problem against the background of 
arge imbalances in international payments, sudden changes 
n payments flows, and rapid inflation, I believe there is 
a general consensus that, for the time being, a general 
w n v 6? Par v^lues and fixed exchange rates would not be 
rat a *e or desirable. While the sizable changes in exchange 
rat the past year have P osed some problems floatingcoi Pave probably worked better than any other system that 
traH ha^e .been devised during the past year. We have seen 
and k investment continue to prosper, and businessmen 
At fPankers have been able to accommodate to the situation, 
in *? Same tbe new uncertainties created by the rise
p.i?1. prices emphasize again the need for exchange rate 
p cies which are internationally responsible, whether par
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values or floating rates are used, if the destructiveness of 
competitive devaluation is to be avoided.

A floating regime, like a par value system, requires 
agreed principles of good conduct if conflicts are to be 
avoided. We believe criteria relevant in a par value system 
are also relevant to floating. For instance, under either 
regime, the aim should be to avoid prolonged imbalances, and 
significant movements in reserves can help tell us when 
governments unduly resist market forces and suggest when 
policies need to be adapted. In either regime, we should 
not use widespread controls on trade or capital to maintain 
an undervalued exchange rate. As I suggested earlier, in 
coming months I hope we can reach agreement on broad guide­
lines to help assure cooperative behavior in this area.

At the end of January, the U.S. was able to announce the 
effective elimination of our capital control programs. This 
move was, of course, made possible by the improvement in our 
balance of payments position and the stronger performance of 
the dollar. We also felt that, at a time when many countries 
are concerned about how they might finance deficits in their 
current balance of payments, ending of our controls could 
provide an important element of reassurance. I am gratified 
that the move has been widely accepted as constructive, and 
a number of other countries have also reduced controls.

Conclusion
Mr. Chairman, the problems in the year ahead pose the 

greatest challenge to the spirit of international cooperation 
since we viewed the ruins of World War II.' Our success in 
the past quarter century in finding cooperative solutions gives 
us grounds for hope that we can do so again. If we are to 
expect of our partners the responsible conduct now required, 
we must not fail in our own responsibilities.
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Table I

P r ice  In c re a se s  in  M ajor In d u s t r ia l  C o u n tr ie s ,  1969-73 
(average  annual r a te  o f  in c re a se )

Consumer P r i c e s ! /  
1973;

W hole sa le  P r ic e s . i / 2 /
w n

11/Percentages for 1973 are calculated for the latest 12-month 
period available.

[2/ Since aggregate wholesale price indices are not generally 
available, indices are those of the wholesale prices of manu­
factured goods, or closest available alternative.

Source: OECD, Department of Labor
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Table II
U. S. balance of Pavmcnts

3 0 7 0 - 7 3
fdollars billions)

Exports
Imports

Trade balance

Investment income and other si 
Unilateral transfers

Current account balance

ices

Government capital flovs, net 
Long-term private capital flows^iiet 

Balance on current accounJ^and 
long-term capital

errors and
1/

Short term capital 
omissions
Net liquid^fy balance
Official reserve transactions 
baiancei/

1 0 7 0

4 2.0 
39.S

-3.0

-10.7

1971

-13.1
^7T:7

-30.5

-9.8

-4.8

2/1973 -

70.3
69.5
0. 8

2- 1/4
3

-1 to +1

+2 to +4

-6 to -8
-4

- 11.1

1/ Excluding SDR allocations
2/ 1973 ligures, except for tine trade figures, are estimates or preliminary

P. 12, SECRETARY SHULTZ’S Feb. 8 JEC







Department o f theTRUSURY li
1WPT«M ter onoof» mmm TEUPHOfilf W O 4304V *iSHINGTON. D C 20220

IMMEDIATE RELEASE February 8, 1974

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two series 
If Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
lash and in exchange for Treasury bills maturing February 21, 1974, in the amount 
[f $4,253,610,000 as follows:

91-day bills (to maturity date) to be issued February 21, 1974, in the amount 
|)f $2,500,000,000, or thereabouts, representing an additional amount of bills 
ated November 23, 1973, and to mature M a y  23, 1974 (CUSIP No. 912793 TN6)
originally issued in the amount of $1,800,415,000, the additional and original 
fills to be freely interchangeable.

182-day bills, for $1,800,000,000, or thereabouts, to be dated February 21, 1974, 
d to mature August 22, 1974 (CUSIP No. 912793 UL8).

The bills of both series will be issued on a discount basis under competitive 
d noncompetitive bidding as hereinafter provided, and at maturity their face 
lount will be payable without interest. They will be issued in bearer form only, 
din denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 

[maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the clos- 
^  hour, one-thirty p.m., Eastern Daylight Saving time, Friday, February 15, 1974. 
enders will not be received at the Treasury Department, Washington. Each tender 
st be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
>000. In the case of competitive tenders the price offered must be expressed 
n the basis of 100, with not more than three decimals, e.g., 99.925. Fractions 
ay n°t be used. It is urged that tenders be made on the printed forms and for- 
^ded in the special envelopes which will be supplied by Federal Reserve Banks 
r branches on application therefor.

banking institutions generally may Submit tenders for account of customers 
°vided the names of the customers are set forth in such tenders. Others than 
| ^  institutions will not be permitted to submit tenders except for their own

(OVER)
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account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2 percent 
of the face amount of Treasury bills applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company.

. Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public Announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only thosj 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. .Che Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 

shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accep , 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on February 21, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury i 
bills maturing February 21, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value j 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 122l(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to ac nj 
when the bills are sold, redeemed or otherwise disposed of, and the bills are 
eluded from consideration as capital assets. Accordingly, the owner of Treasury 

bills (other than life insurance companies) issued hereunder must include iu 
income tax return, as ordinary gain or loss, the difference between the price P 
for the bills, whether on original issue or on subsequent purchase, and the 
actually received either upon sale or redemption at maturity during the taxa 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) a n d  this n o t i  > 

prescribe the terms of the Treasury bills and govern the c o n d i t i o n s  

Copies of the circular may be obtained from any Federal R e s e r v e  B a n k  or

lil 
afflounj

iSSU,
Branch-



Department of thefREASIJRY
SHINGTON. D C. 20220 TELEPHONE W04-2041

fOR RELEASE 6:30 P.M. February 11, 1974

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2.5 billion of 13-week Treasury bills and for $1.8 billion 
|of 26-week Treasury bills, both series to be issued on February 14, 1974, were 
ppened at the Federal Reserve Banks today. The details are as follows:

VGE OF ACCEPTED 
ICCMIETITIVE BIDS:

High
Low
Average

13-week bills 
maturing May 16. 1974

26-week bills 
maturing August 15. 1974

Price
Equivalent 
annual rate Price

98.232
98.203
98.210

6.994%
7.109%
7.081% u

96.546a/
96.502
96.521

hi Excepting 1 tender of $10,000

District
Boston 
New York 
Philadelphia
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas
San F r a n c i s e

Applied For Accepted Applied For

b/

* 44,295,000
3,066,260,000

53.085.000
40.450.000
54.815.000
23.185.000

218.875.000
57.965.000
21.165.000
35.940.000
34.950.000
104.515.000

TOTALS $3,755,500,000

$ 32,295,000
2,056,980,000

43.085.000
40.350.000
45.805.000
22.205.000
118,175,000
42.965.000
11.165.000
33.695.000
19.950.000
34.490.000

$ 23,805,000
2,553,775,000

34.380.000
30.970.000
36.445.000
18.530.000

235.095.000
61.685.000
18.705.000
24.955.000
25.465.000

102.370.000

Equivalent 
annual rate
6.832%
6.919%
6.882% i/

Tenders at the low price for the 13-week bills were allotted 17%. 
Tenders at the low price for the 26-week bills were allotted x%.

fOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
Accepted
$ 11,805,000
1,473,1,60,000

28.980.000
20.470.000
30.280.000
13.245.000
114,650,000
46.185.000
7,705,000

18.755.000
10.475.000
24.345.000

$2,501,160,000 b/ $3,166,180,000 $1,800,055,000 c/
c/ $383,920, 000 noncompetitive tenders accepted at the average price
1/ S ClUdes *^74,865,000 noncompetitive tenders accepted at the average price 
J  ese rates are on a bank discount basis. The equivalent coupon issue yields 

^  *31 # f0r the 13-week bills, and 7.23 # for the 26-week bills.



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D.C. 20461 
Telephone: 395-3537

FOR RELEASE 
12:00 NOON FEBRUARY 7, 1974

TRUCKERS PROMISED ADDITIONAL FUEL 
BY ADMINISTRATOR SIMON

The Nation's over-the-highway truckers will be allocated 
100% of their current fuel needs from the total national 

supply available, according to a change in the allocation 

program announced today by Federal Energy Office Administrator 

William E. Simon.

This change will make an additional 76,000 barrels of 

diesel fuel a day available at truck stops throughout the 

United States and at trucking terminals operated by bulk 
purchasers.

In addition, those truckers using gasoline have been 

promised similar treatment by Administrator Simon.

A nationwide toll-free telephone number will be in 

operation by 9 A.M. Monday, February 11, to receive complaints 
from truckers regarding alleged price gouging or supply pro­
blems. The number is 800-424-8660.

Simon said FEO headquarters, Regional Offices and Internal 

Revenue Service will immediately follow-up on information 

received through this network.

(more)

E - 7 4 -  5 3
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The Federal Energy Office will determine appropriate 

inventory levels of truck lines buying in bulk quantities. 

The inventory levels will be based upon 1972 average in­
ventory levels as compared to historical usage. This action 

is taken to assure industry wide equity in fuel availability, 

Simon said. As part of the previously announced petroleum 

Industry Audit Program FEO will monitor the established 
inventory levels to prevent excess storage in violation of 

the mandatory petroleum allocation regulations.

-FEO-
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HIGHLIGHTS

DEMAND FOR ALL PRODUCTS in the week ended February 1 was down from 
the previous week and remains significantly below forecast. The 
total demand this week for the four major products was 18 percent 
less than the forecast demand for the four weeks ending February 1.

CRUDE OIL IMPORTS: In the week ending February 1, an increase of
258.000 B/D in PADs I-IV was offset by a 310,000 B/D decrease on 
the West Coast. The latest 4-week average of 2,328,000 B/D is
97.000 barrels below the latest 4-week forecast ended February 1.

CRUDE OIL PRODUCTION increased marginally this week to 9,234,000 
barrels a day. The 4-week average, at 9,184,000 barrels a day, is
190.000 barrels a day less than last year, but 167,000 barrels a 
day higher than forecast for the four weeks ending February 1.

GASOLINE production of 5,889,000 barrels a day increased almost 
2 percent over last week and represented 49.2 percent of the 
input to crude oil processing units, up from last week’s 48.2 
percent. Apparent demand of 5,633,000 barrels per day for the 
week ended February 1 was 12.1 percent less than the latest 4-week 
forecast. This reduced demand is allowing a buildup of gasoline 
stocks, which increased 3 million barrels this week, but remain 
4 million barrels less than last year.

DISTILLATE FUEL OIL: Stocks of distillate fuel oil were drawn 
down by almost two million barrels. Production was down and imports 
were up, for a net decrease of 111,000 barrels a day from last week. 
With stocks at 50.6 million barrels more than last year, this net 
decrease is not a cause for concern. A sampling of over 30,000 
accounts covering the New England States indicates consumption for 
the week ended February 2 was close to 13 percent less than last 
year, adjusted for weather.

JET FUEL production.fell 48,000 B/D in the week ended February 1, 
with all of the decrease occurring with naphtha type fuel. The 
current week's production, 840,000 B/D, is only slightly higher than 
the latest 4-week forecast. Demand for jet fuel in the week ended 
February 1 was 23.4 percent below the latest 4-week forecast.
Demand in the past four weeks has averaged 25.3 percent below the 
latest 4-week forecast ended February 1. This decrease in demand, 
reflected by the small drawdown of stocks, came about, in part, 
because the military did not take anticipated supplies in January.



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D.C. 20461 
Telephone: 395-3537

EMBARGOED FOR RELEASE 
2:30 P.M. FEBRUARY 7, 1974

IRS, FEO PROBE PROPANE PRICING 

Federal Energy Office Administrator William E. Simon 

revealed today that a special, intensive investigation 

into propane pricing is being conducted by the Internal 
Revenue Service and the FEO.

Simon said he expects to have results soon on the 
investigation, which is being concentrated in the major 
propane-using states of the midwest and south.

"we're looking for variations in the marketing of pro­
pane that have caused the prices to climb," he said. "We 

have already acted to limit future propane price increases 

and now we are making certain that marketers are not taking 
advantage of those Americans who must depend on propane to 
heat their homes and dry their crops.I

Data for the investigation is being developed by IRS 

agents in the field and by FEO pricing auditors.

"If we find manipulations in the market, we will act to 

correct the situation immediately," Simon said. "We have the 

authority to require that any overcharges be returned to
customers."

(more)
E-74-56
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Under FEO regulations, violators of pricing rules can 

be forced to roll back prices and return overcharges to 
identified customers or to the marketplace, and are subject 

to fines of up to $5,000 for each infraction.

New pricing controls announced by the FEO last week 

limit propane price increases to proportional rises in the 

cost of crude oil.

-FEO
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EMBARGOED FOR RELEASE UNTIL
2:30 P.M. . D S T . THURSDAY. FEBRUARY 7, 1974

EAST COAST SHIFTS TO GREATER USE OF COAL FOR ELECTRIC 
GENERATION? "BORROWS" ELECTRICITY FROM OTHER UTILITIES

U t i l i t i e s  on the E a s t  C oast are  s a v in g  about 62,000 

b arre ls  per day o f  r e s id u a l  o i l  by s w itc h in g  to  c o a l to  

generate e le c t r i c i t y ,  F e d e ra l Energy O f f ic e  A d m in is t ra to r  

W illiam  E. Simon s a id  today. The FEO a ls o  re p o rte d  th a t  

about 50,000 b a r r e ls  per day o f  o i l  were saved  in  January  

as Canadian u t i l i t i e s  and c o a l b u rn in g  u t i l i t i e s  in  the  

United S ta te s  t r a n s fe r r e d  e l e c t r i c i t y  to  the  E a s t  C oast.

Since December 6, when Mr. Simon sent telegrams to 

19 utilities, 18 generating units at 10 electric power 

plants have begun to use coal, rather than oil. By the 

end of February, four additional units at four plants are 

expected to be converted, resulting in a total savings of 

almost 80,000 barrels per day of oil.

Additional generating units have been identified as 

capable of shifting to coal. Twelve plants, with a total 

°f 29 units, can and are willing to convert but must solve 

environmental, technical, transportation or supply problems.

2*74-54 (more)
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Coal production for the month of January was 44.15 
million short tons. This is below the level the FEO 
feels necessary to meet increasing demand and maintain 
necessary stock piles. FEO is striving to identify 
additional sources of coal and to develop policies to 
stimulate production.

A ttach ed  i s  a summary and a s t a tu s  re p o r t  d e t a i l i n g  

th e  p la n t s  in v o lv e d  in  th e  c o n v e rs io n  program , c o a l  

p ro d u c t io n  f o r  the  month o f  January, and "w h e e lin g "  o f  

e le c t r i c i t y  to  the  E a s t  C o a st.

-FEO -

E - 7 4 - 5 4



February 6, 1974

FEDERAL ENERGY OFFICE 
Status Report on East Coast Utility 

Coal Switching Program

As of February ij 1974, 18 units at 10 electric power plants on the East 
Coast have completed the conversion from oil to coal.in response to a 
telegram sent on December 6 by William E. Simon? urging this conversion.
The conversion will represent a total savings of 61*985 barrels/day of residual 
fuel oil. Four additional units at four plants are expected to have com­
pleted the conversion in February, resulting in further reductions in 
residual fuel oil use of 17,495 barrels per day. Thus, by the end of 
February, residual fuel oil use will be reduced by some 79.,480 barrels per 
day as a direct result of the coal conversion program.

Another 12 plants with a total of 29 units can and are willing to convert 
if and when environmental, technical, transportation, and supply problems 
are solved. These conversions could result in a further savings of 90,352 
barrels per day of residual fuel oil. The FEO is communicating with these 
plants on a regular basis, in an effort to help solve their problems.

Coal production for the month of January was 44.15 million short tons. This 
somewhat ahead of the comparable period for last year; although it is still 
well below the level required to meet increasing demand and maintain the 
necessary stockpiles.

During the month of January, a net total of 986 million kilowatt hours were 
w eeled into the New England/PJM/New York power pool areas. This is 
equivalent to a residual fuel savings of 49,000 barrels per day. Breaking 
is into residual fuel oil savings, some 30,000 barrels per day were saved 
hrough wheeling power from Canadian sources, and another 20,000 barrels per
piw wheeling power from coal burning American sources into the NYPP,

and New England power pools.

The accompanying report details the status of the plants involved in the 
conversion program.



February 6, 1974

STATUS REPORT: COAL CONVERSION PROGRAM

Units Converted to Date 

As of February 1, 1974:

• Eighteen units at 10 plants have completed the conversion from 
oil to coal (Table 1).

. Resulting in a savings of 61,985 bbl/day of residual fuel oil 
(equivalent to 15,496 tons/day coal) at the end of January.

TABLE 1 —  Estimated February Oil Savings From Coal Switch

Plant_____ Company Unit
Date
Conv.

IESIDUAL FUEL OIL SAVED l/ 
[Monthly averaqe, bbl/day

England Atl. City 
Elec., N.J. 1

2
11/73
11/73

9,920 
(total)

Deepwater* Atl. City
•Elec., N.J. 1 12/73 2,680

6/8 2/74 2.360
Bergen Public Service

Elec. & Gas,
N.J. 1 12/1/73 4,640

2 12/18/7.* 4,640
Burlington Public Service

Elec. & Gas, 5 12/1/73 2,500
N.J. 6 12/1/73 2.500 __

Middletown Hartford Elec.
& Lite, Conn. 1 12/73 5,830

2 I2/73 (total)
Mt. Tom Holyoke Water

& Power, Mass. 1 12/73 4.700 __
So. St. Sta. Narragansett

Elec.1 R.I. 121 I/23/74 1.275 __--

1/ Utility response to phone calls placed bv FEO in January.
* This plant was not included in the list of the 26 plants urged to 

convert in the December 6 Simon telegram but has been added 
subsequently.

(CONTINUED NEXT PAGE)



TABLE 1 (Continued)

Plant Company Unit
Date
Conv.

RESIDUAL FUEL OIL SAVEDl/ 
(Monthlv averaqe, bbl/day)

Chalk Point PEPCO, Wash.
D. C. 1 IO/73 5,000

2 IO/73 (total)
Salem Harbor* New England

Elec. Mass. 2 2/1/74 5,940
3 • 2/1/74 (total)

Lovett2/ Orange & Rock-
land, N.Y. 4 I/27/74 5,000

5 I/21/74 5,000

II* Units Anticipated to be Converted in February 

As of the end of February:

• Four units at 4 plants are anticipated to convert from oil to 
coal (Table 2).

. Resulting in an additional savings of 17,495 bbl/day of residual' 
fuel (equivalent to 4,374 tons/day coal),

TABLE 2 —  Units Anticipated to be Converted in February

_ Plant Company Unit
Date
Conv.

RESIDUAL FUEL OIL SAVED¿/ 
bbl/day

So. St. Sta, Narraqansett 
Elec., R.I. 122 2/II/74 1,275

Salem Harbor* New England 
Elec. Mass. 1 2/14/74 2,600

_ Arthur Kill* Con Ed., N„Y. 30 2/18/74 12?4004/
W. Spring- 
field^/ “ Western Mass. 

Electric 1
S/

1,220

These plants were not included in the list of 26 plants urged to convert 
but have been added subsequently, 

u  Utility Tesponse to phone calls place by FEO in January.
J  As of 2/4/74, unit #4 is down for 24 hours and unit #5 is 0n oil for a 

week due to ash shutdown.
y  Mass, has granted a variance subject to EPA approval to burn coal with 

 ̂ sulfur and 15% ash content. The variance also grants W. Spring- 
ield the right to burn coal which it already has on hand (7 month 
supply^with high sulfur/ash content) from May 16-Sept. 30, 1974. 
Springfield is set up to convert immediately if granted a variance to 
burn coal with 3% sulfur and 17% ash. Public Hearing to be held 2/21, 

y  III Calculation.



I I I .  P l a n t s  w i t h  D e l a y s  i n  C o n v e r s i o n

T w e l v e  p l a n t s  h a v i n g  a t o t a l  o f  2 9  u n i t s  c a n  a n d  a r e  w i l l i n g  t o  c o n v e r t  
w h en  e n v i r o n m e n t a l ,  t e c h n i c a l ,  t r a n s p o r t a t i o n  a n d  s u p p l y  p r o b l e m s  a r e  
s o l v e d .

T h i s  i s  a p o t e n t i a l  o i l  s a v i n g  o f  9 0 , 3 5 2  b b l / d a y  ( e q u i v a l e n t  t o  2 2 ,5 8 8  tons/ 
d a y  c o a l ) .  ( S e e  T a b l e  3 . )

TABLE 3 —  P l a n t s  w i t h  D e l a y s  i n  C o n v e r s i o n

P l a n t C om pany
U n i t
N o .

E s t .
D a t e

o f
C o n v .

P o t e n t i a l
O i l

S a v i n q s

B - N a t u r e  o f  P r o b l e m  Causing 
.....................  D e l a y

E n v i r o n ­
m e n t a l

C o a l
S u o p l y

T r a n s p o r ­
t a t i o n Techn

M o n t v i l l e C o n n .  L i t e
a n d  P o w e r 1 4 ^ 1 6 7 X 5 / X

2
5

( t o t a l )

m

X
X

X
X

W. S p r i n g - W e s t e r n 2 1 , 2 0 0 w ~ X
f i e l d M a s s  E l e c 3 2 , 2 7 1 X5/ X
M a so n C e n t r a l

M a i n e 3 1 , 3 0 2 J Ü m ■ X
P o w e r  C o . 4 4 / 7 4 1 , 2 8 5 X2J 3 / X

Down V i n e l a n d ,
N. J . 10 * 8 4 2 x j /

E d g e m o o r * D e l m a r v a 1 1 , 7 4 3 X X
P o w e r  & 2 1 , 6 2 1 X X
L i t e ,  D e l . 3 2 , 1 1 3 - X X

4 3 . 9 0 3 X X
V i e n n a tl 5 8 0 0 X X

6 8 0 0 X X X

7 1 , 7 0 0 X X X
B r a y t o n
P o i n t * New E n g l a n d 1 8 , 0 0 0 X

E l e c .  S y s . 2 8 , 0 0 0 X
M a s s . 3 2 0 , 0 0 0 X

D e v o n C o n n .  L&P 7 7 , 5 3 4 X 5 / X
8 ( t o t a l ) S a i X

N o r w a l k 1 4 , 5 0 0 X5/ X
H a r b o r Con L&P 2 3 , 9 0 0 X5/ X
P t .  J e f - L o n g  i s l a n d 3 4 , 5 0 0 X X X

f e r s o n L i t e  C o . 4 4 , 5 0 0 X X X
S o u t h H a r t f o r d 6 X5/ X X

A:

M eadow E l e c . 7 2 , 6 7 9 Ü X X
8 ( t o t a l ' X 5 / X X

S h i l l e r P u b l i c  S v c . 4 2 , 9 9 2 X 5 / X X A
VI

C o . ,  N .H . 5 ( t o t a l ] X5/ X X

*  N o t  i n c l u d e d  i n  l i s t  o f  2 6  p l a n t s  u r g e d  t o  c o n v e r t .  . ,
1 /  T e m p o r a r y  v a r i a n c e  e x p i r e s  2 / 2 8  f o r  u n i t  # 5  w h i c h  h a s  l o n g - t e r m  t e c h n i c a  
2 /  H e a r i n g  s c h e d u l e d  2 / 2 2 .
3/ C o a l  s u p p l y  h o p e f u l  b u t  n o t  c e r t a i n .
4 /  A t h i r d  r e q u e s t  f o r  v a r i a n c e  h a s  b e e n  s u b m i t t e d .
5 /  H a v e  n o t  a p p l i e d  f o r  v a r i a n c e s .
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IV. Coal Production

. Coal production for the month of January 1974, was 44,15 million 
short tons.

. This is somewhat ahead of the comparable period for last year,
although it is still well below the’level required to meet increasing 
demand and maintain the necessary stockpiles.
Weekly production figures are compared to those of the last three 
years, as shown in Table 5 below.

TABLE 4 —  January Coal Production (1971-74)

Week Endinq
(Millions of short tons )

1974 1973 1972 1971

January 5 9.79 9.150 11.30 12.6
January 12 10.78 10.32 12.10 12.8
January 19 11.640 11.16 11.60 12.8
January 26 . . . -11.-940Ì .. .11..32 1 . . .. . 12.02 12.3
Cumulative to Date 44.15 41,95 47.02 50.5

Subject to Adjustment.
* Not included in the list of 26 plants urged to convert.
1/ Conversions at the following plants are dependent upon a Federal Order to 

convert. Some companies need this to get release from oil contracts, etc* 
O t h e r s  w i l l  n o t  m o v e  u n l e s s  f o r c e d  t o  d o  s o .

2 /  B a r r e t t  i n d i c a t e d  2 / 4 / 7 4  t h a t  i t  w a s  n o w  i n t e r e s t e d  i n  c o n v e r s i o n .  I f  
i t  can get a variance and coal it can begin coal switching 5/l/74.
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V • Wheel 3 no Pov/or -
■ ■ { H

• During the month of January, a net total of 986 million kilowatt 
hours were wheeled into the New England/PJM/New York Power Pool 
areas.

. This is equivalent to a residual fuel savings of 49,000 barrels 
per day.

. Of this total, 360 million kilowatt hours (net) was moved into . 
PJM from the ECAR and SERC Power Pools and all.regions to the 
West and South; 547 million kilowatt hours were moved into NYPP 
from Ontario (a portion of this may have come from Chicago to 
Ontario to the New York Power Pool as the shortest route); and
79.7 million kilowatt hours were moved into New England from 
New Brunswick.

• Thus, the net total from American sources was 360 million kilowatt 
hours as opposed to the 600 million kilowatts predicted by the

. National Electric Reliability Council. The difference is due to 
(l) fears of the midwestern utilities as to the availability of 
coal supplies, and (2) the unknown quantity going from Chicago 
to NYPP through the Canadian route.

., Breaking this into residual fuel oil savings, some 30,000 barrels 
per day were saved through wheeling power from Canadian sources, 
and another 20,000-barrels per day through wheeling power from 
coal burning American sources, into the NYPP, PJM, and New England 
Power Pools.

• The schematic diagram shown below illustrates the net wheeling of 
power into the NYPP/NEPP/PJM area.

I
I

I .

PJM-Pennsylvania, New Jersey * , ■_ HP . ,. *' ECAR-East Central Area Reliability
aryiand Coordination Agreement

SERC-Southseastern Electric Reliability Council



FEDERAL ENERGY OFFICE 
Public Affairs

4001 New Executive Office Building 
Washington, D.C. 20461 

Tel: 395-3537
EMBARGOED FOR RELEASE 2:30 P.M. FEBRUARY 7, 1974

FEO ADMINISTRATOR SIMON URGES STATE - LOCAL 
HELP TO QUELL PANIC GASOLINE-BUYING______

Federal Energy Office Administrator William E. Simon 

today urged state and local governments to take immediate action 
to help quell panic-buying at gasoline stations, and to allow 
the Federal allocation program time to work.

In telegrams to the governors of the fifty states, Simon 
suggested that state and local governments can take steps to 

assure emergency service vehicles their gasoline supplies, 

to coordinate the operating hours of retail outlets to assure 
even distribution of gasoline sales throughout the day and 
month, and to initiate voluntary gasoline distribution plans 
such as that implemented in Oregon.

"Under the regulations, no area will be favored over 
another," Simon said, "but all must cooperate if the regulations 
are to work. "

A tta che d  i s  a co m p le te  t e x t  o f  th e  t e le g ra m .

-FEO-

E'74-55



Text of Telegram

To: Each Governor, copies to local county, city officials
(through Nat'l Assn, of county officials, League of 

Cities)
\

Despite the existence of federal regulations allocating 

petroleum products,,serious problems in gasoline supply are 
developing in some areas of the nation.

Since the creation of the Federal Energy Office on 

Dec. 4, 1973, we have taken a number of mandatory and voluntary 

actions to conserve energy use, however, since additional 
federal legislation to conserve energy has yet to be enacted, 

we need your assistance and that of local officials in your 
state to help solve our energy problems and carry out programs.

The most apparent problems are: (1) A rash of panic 

buying which has caused time delays, personal inconvenience, 
and extra traffic problems around service stations and 
(2) the ability of emergency service vehicles to get the 

gasoline they need when they must compete at service stations 

ln l°n9 lines, causing critical time delays.

These p ro b le m s  a re  s e r i o u s  and  t h e r e f o r e  I  w o u ld  s u g g e s t  

the f o l l o w in g :

1» Im m ed ia te  a t t e n t i o n  s h o u ld  be g iv e n  t o  a s s u r e  

ga so line  f o r  em ergency  s e r v i c e  v e h i c l e s  t h r o u g h  c u r r e n t  

uP p l ie r s ,  o r  from  s e t - a s i d e  p ro g ra m s .  L o c a l  g o v e rn m e n ts  can  

arrange, th ro u g h  r e t a i l  o u t l e t s ,  o r  g o ve rn m e n t s u p p l i e s ,

^  hour s e r v ic e  f o r  em ergency  s e r v i c e  v e h i c l e s .
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2. Local governments can coordinate the operating hours 

of retail outlets to assure even distribution of gasoline 

sales throughout each day and month. Minimum purchases of $3 
in gasoline and a maximum of 10 gallons should be encouraged

to avoid customers seeking to "top off" gasoline tanks. Retail 

gasoline dealers, or other sellers of petroleum products, are 

not allowed to enforce the minimum $3 gasoline purchase when it 

conflicts with federal regulations specifying per gallon price 
limits for gasoline, even if this requires a sale totaling less 

than $3. Dealers, of course, should encourage their customers 
to comply with the $3 minimum when it is practical.

3. If State problems are severe, immediate consideration 
should be given to a voluntary state gasoline distribution plan, 

such as that implemented in Oregon, to allocate gasoline more 

equitably. For information on the Oregon Plan and subsequent 

findings, contact Mr. Ed Rovner, Energy Director, National 
Governors Conference, 202-659-9644.

It is further suggested that the public be guided in 
these programs' orderly implementation, through the use of 
local government hotlines, the news media, associations, and 
clubs.

Under the regulations, no area will be favored over 
another, but all must cooperate if the regulations are to work.

The urgency of the situation demands that all levels of 
government take immediate steps to implement such measures as 
are appropriate to avoid further disruption within our society.

As Administrator of the Federal Energy Office, my office 
and I stand ready to listen to your comments and suggestions 
to assure tranquility and cooperation in these difficult times.

#######
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REMARKS OF MATTHEW J. MARKS 
DEPUTY ASSISTANT SECRETARY OF THE TREASURY FOR 

TARIFF AND TRADE AFFAIRS 
BEFORE THE

NATIONAL INSTITUTE ON CUSTOMS, TARIFFS AND TRADE 
AMERICAN BAR ASSOCIATION 

SAN DIEGO, CALIFORNIA, FEBRUARY 15, 1974
3:30 P.M. PDT

THE COUNTERVAILING DUTY AND ANTIDUMPING LAWS AS EFFECTIVE 
DEFENSES AGAINST UNFAIR TRADE PRACTICES OVER THE NEXT DECADE

INTRODUCTION

In his appearance before the Joint Economic Committee 
on February 8, Secretary of the Treasury Shultz stated:

"***the problems in the year ahead pose the greatest 
challenge to the spirit of international cooperation 
since we viewed the ruins of World War II."

The challenge, the Secretary noted, needs to be met on four 
fronts, each crucial to the whole: "by devising new forms 
of cooperation to deal with the energy situation; by 
completing our negotiations for reform of the international 
economic system and to liberalize world trade; by maintain­
ing the momentum of development; and by working to restore 
the fabric of international stability torn by inflation, 
payments imbalances, and now the oil crisis."

Turning to the subject of international trade, with 
which we are particularly concerned, Secretary Shultz 
added:

"The tensions inherent in the major trade and balance 
of payments adjustments that countries will experience 
shortly —  even with more reasonable oil prices —

S-362
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underscore the importance of maintaining the impetus 
toward trade liberalization. The difficult problems 
ahead can be solved more easily within a context of 
expanding world trade encouraged by renewed progress 
toward trade liberalization.

"I hope the Congress will move expeditiously to 
complete action on the trade legislation before it.
Few things would be more damaging to the prospects 
for cooperative solutions to our common problems than 
the appearance that the United States was faltering 
in its commitment to a liberal and reformed inter­
national trading order."

The Secretary has painted the broad schema for dealing 
with the major problems ahead. The subject of my speech 
deals with a narrow but nevertheless important segment of 
this broad picture, unfair international trade practices and 
how to cope with them. At the suggestion of your Program 
Committee, I plan to focus on the Administration's activities 
in enforcing the antidumping and countervailing duty laws; 
past accomplishments, prospects for change, and what role 
these activities will play in the Multilateral Trade Negotia­
tions .

ANTIDUMPING
How Antidumping Act Operates

The Antidumping Act of 1921, as amended, has often been 
cited as a very complex statute. A former colleague and 
dear friend of mine once speculated that; "The reader who 
approaches the nine closely written pages of the law's text 
for the first time is likely to find the experience rather 
terrifying." While the Antidumping Regulations may provide 
some assistance in comprehending the administration of the 
law, the novice is likely to encounter a similar terror as 
he reads these Regulations for the first time.

The concept of dumping under U.S. law, and internationally 
as well, is nevertheless quite simple. Dumping occurs when 
foreign merchandise is sold in the United States at less than 
its "fair value." In the normal situation this means at less 
than its home market price; and in addition such less than 
fair value sales cause injury to a domestic industry in the 
United States. If the Treasury, which conducts the fair 
value investigation, and the U.S. Tariff Commission, which 
performs the injury investigation, make affirmative deter- 
minations, the Secretary of the Treasury is required to iss
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a "finding of dumping." Merchandise covered by such a 
finding is assessed special dumping duties only to the extent 
there is price discrimination. Normally such duties are 
assessable on all entries effected after publication of a 
notice of "withholding of appraisement" by the Treasury 
Department. Thus, if the export price to the United States 
is $10 while the foreign market value is $12, a special 
dumping duty of $2 would be assessed to equate the prices.

The intent of the law is to nullify thè effects of 
injurious price discrimination. The Antidumping Act does 
not, and is not intended to act, as a protectionist cushion 
for U.S. industry, but rather as a means of defending 
domestic enterprise from unfair international pricing 
practices.

Information regarding suspected dumping supplied to the 
Commissioner of Customs by domestic complainants must, under 
the Antidumping Regulations, contain data not only con­
cerning the alleged discrimination between foreign market and 
export prices but also regarding the alleged injury being 
suffered by a domestic industry.

I raise this point because all too often the fallacious 
assumption is made by some complainants that, since the 
Treasury by law is restricted to determining whether sales 
at less than fair value are taking place, it has no need 
for injury information and, indeed, no right to inquire into 
this area in determining whether to initiate an antidumping 
investigation. It would obviously make no sense for Treasury 
to proceed with an extensive investigation only to learn 
that no injury conceivably could have existed. This would 
be a waste of the taxpayer's money and valuable Treasury 
manpower.

f
Antidumping Activity in Recent Years

Beginning shortly after the Nixon Administration 
assumed office, the Treasury undertook a major effort to 
rejuvenate its administration of the antidumping law. The 
large consumer market in the U.S. was a prime target for 
foreign firms. To gain a foothold in our marketplace, some 
foreign firms were resorting to unfair trade practices, 
including dumping. The new Administration, Congress and 
American producers were all in agreement that something had 
to be done to better defend American industry from foreign
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dumping practices.
Tightened administration of the Antidumping Act and 

substantial increases in manpower devoted to the adminis­
tration of antidumping investigations brought dramatic 
results. Final actions taken by Treasury under the Act 
increased from 16 in Fiscal Year '68 to 42 in Fiscal Year '73. 
During this same time period, findings of dumping jumped 
from one to eight, reaching a peak of 18 in Fiscal Year '72.

It is frequently overlooked that foreign as well as 
domestic interests benefited from this 'Rejuvenation" of the 
Antidumping Act. Foreign firms are now relieved from the 
long period of uncertainty which had previously prevailed 
as a result of drawn-out antidumping investigations, which 
some of our trading partners had described as an American 
Non-Tariff Trade Barrier.

The number of investigations initiated reached a peak 
of 39 in Fiscal Year '72, and then declined to 27 in Fiscal 
Year '73. In the first half of Fiscal Y e a r '74, only four 
cases were initiated.

The decline in the number of cases under investigation 
should not be construed as signifying a relaxation in the 
Treasury's policy to administer the Antidumping Act effective 
swiftly and vigorously. Exogenous factors have undoubtedly 
played a role in the large drop in antidumping activity.
As a result of international monetary realignments, U.S. 
products have become more price competitive with imported 
merchandise. Thus U.S. markets, for the moment, have becom 
less attractive to foreign producers. In addition, with , 
burgeoning economic demand abroad, there is diminished for J 
productive capacity available. This situation may be temp 
in view of the recent strengthening of the dollar. Moreov > 
the need of foreign governments to pay the increased oil 
cost in dollars may lead to a renewed foreign export driv 
in the U.S. market.
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Vigorous and fair enforcement of the Antidumping Act 
still is, and will continue to be, a primary concern of 
this Administration, indeed, the Act has received much 
attention within the context of the pending Trade Bill and 
amendments have been proposed to make it an even more 
effective and precise tool for the promotion of fair 
international trade.

Prospects for Change: Trade Bill Amendments to Antidumping Act

Even though many Members of Congress have commended the 
Treasury for its more effective administration of the Act, 
the Executive Branch in close collaboration with the Congress 
explored further refinements to the statute for inclusion 
in the Trade Bill package.

New Open Disclosure Policy

The most important amendment in the present law —  and 
one which was long over-due, I might add —  would provide 
that the publication of final decisions by the Treasury 
Department and the Tariff Commission contain "a statement of 
findings and conclusions and the reasons or bases therefor, 
on all the material issues of fact or law presented." In 
the past, Treasury's public notices of tentative and final 
decisions have too frequently tended to be skeletonized, 
containing a minimum of information concerning the facts 
gathered and the motivating rationale behind decisions made 
in a particular investigation. As a result persons not 
involved in the investigation in question, including practicing 
members of the Customs bar, found it difficult to gauge the 
precedential impact of individual decisions. The new 
provision, which incidentally the Treasury plans to extend 
to tentative as well as final determinations, will substantially 
correct this omission and increase significantly the amount 
of information available to outsiders, i.e. those not 
involved in the particular investigation.

Under our new policy we propose, in particular, to furnish 
more information regarding the adjustments made in reaching 
our fair value determinations, for these can be crucial to the 
final decision. This will help clarify Treasury's policy 
on these and other important issues. A detailed notice 
should be of tremendous benefit to legal practitioners, and 
aH  others concerned with antidumping, by making it easier 
to follow and comprehend Treasury's precedents in the decision- 
waking process.

I might add that Treasury prides itself in adhering 
o the doctrine of stare decisis. I do not mean to imply 
y this that we shall never reverse earlier precedents if
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we are  convinced  th a t  they are  wrong. On the c o n tra ry ,  we 
fo l lo w  the t r a d i t i o n a l  Common Law e v o lu t io n a ry  approach in  
a d m in is te r in g  the Antidum ping A c t. I f  we abandon an e a r l ie r  
precedent, I  can prom ise  you th a t  under the new p o l ic y  we 
s h a l l  f u l l y  e x p la in  what we are  d o in g  and why. We are  
l i v i n g  in  an e ve r-ch a n g in g  w orld  and there  i s  no j u s t i f ic a t io n  
fo r  in t e l le c t u a l  s t e r i l i t y  in  the a d m in is t r a t io n  o f  the  
Antidum ping A c t.

In  t h i s  same v e in  o f  a p p r is in g  the p u b lic  and p r a c t i ­
t io n e r s  o f  the r a t io n a le  beh ind  T re a s u ry 's  antidum ping  
d é c is io n s ,  the T re asu ry  now has a v a i la b le  fo r  in sp e c t io n  an 
in fo rm a l book e n t it le d  C o m p ila t io n  o f  Adjustm ents and Is su e s  
i,n Recent Antidum ping In v e s t i g a t io n s . S t a r t in g  in  A ugust 1972, 
t h i s  c o m p ila t io n  was prepared by a T reasu ry  o f f i c e r  o f  the 
O f f ic e  o f  T a r i f f  and Trade A f f a i r s  fo r  h i s  p e rso n a l use in  
p ro c e s s in g  antidum ping c a se s .  A lth ou gh  i t  i s  n o t, and does 
n o t p re ten d  to  be, an o f f i c i a l  c o m p ila t io n  o f  T reasu ry  pre­
ced en ts, i t  can be o f  c o n s id e ra b le  he lp  to  p r a c t i t io n e r s  
d e s i r in g  to  re se a rch  s p e c i f i c  te c h n ic a l is s u e s  which have 
a r is e n  in  p a s t  c a se s .

X m igh t add as an a s id e ,  th a t  t h i s  new, more open 
T re asu ry  p o l ic y  o f  p ro v id in g  s i g n i f i c a n t  in fo rm a tio n  regard ing  
out d e c is io n -m a k in g  p ro c e ss ,  w i l l  in  no way c o n f l i c t  w ith  our 
t r a d i t i o n a l  p r a c t ic e  o f  re sp e c t in g  and p ro te c t in g  the c o n f i­
d e n t i a l i t y  o f  p r ic e  and o th e r p r iv a te  b u s in e ss  in fo rm a tio n  
su p p lie d  to  us in  con fid en ce  d u r in g  in v e s t ig a t io n s .  Our 
Antidum ping R e g u la t io n s  la y  ou t c le a r ly  the typ e s o f  inform a­
t io n  e n t i t le d  to  c la im s  o f  c o n f id e n t ia l i t y .  We have no 
in te n t io n  o f  p u t t in g  fo r e ig n  o r  Am erican f irm s  in  a p o s it io n  
where, in  o rd e r to  p r e v a i l  in  an antidum ping p roceed in g, they 
m ust d is c lo s e  t h e ir  innerm ost b u s in e ss  se c re ts  to  th e ir  
co m p e tit io n .

S a le s  Below C o st

Under the p re se n t law , i f  the c o s t  o f  p ro d u c tio n  o f an 
item  i s  $20 and th a t  item  i s  s o ld  fo r  $15 in  the home market 
and fo r  $15 to  the U .S . ,  the s a le  i s  no t a t  l e s s  than f a i r  
va lu e *  D u r in g  the c o n s id e ra t io n  o f  the Trade B i l l ,  the Ways 
and Means Committee concluded  th a t  Am erican p roducers should 
n o t have to  compete w ith  fo r e ig n  m erchandise s o ld  below cost. 
The Trade B i l l  th e re fo re  c o n ta in s  an amendment which a llow s ' 

the  home m arket p r ic e  to  be d is re g a rd e d  fo r  f a i r  va lue  compariso 
purposes to  the e x te n t i t  f a i l s  to  r e f le c t  the f u l l  c o s t  of 
p ro d u c t io n .
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To p reven t a p p l ic a t io n  o f t h i s  change to  s i t u a t io n s  
which were never in tended  to  be encompassed w ith in  i t s  
scope, e .g .  the s a le  below c o s t  o f  outdated  m odels a t  the 
end o f the ye ar, H. R. 10710 p ro v id e s  th a t  the new s a le s  
below c o s t  p r o v is io n  would ap p ly  o n ly  when the S e c re ta ry  
of the T reasu ry  determ ines th a t  such s a le s :  " (1 )  have been 
made over an extended p e r io d  o f  tim e and in  s u b s t a n t ia l  
q u a n t it ie s ,  and (2) are  not a t  p r ic e s  which perm it recovery  
of a l l  c o s t s  w ith in  a re a so n ab le  p e r io d  o f  tim e in  the  
normal course  o f  t r a d e * * * "

S a le s  By Another

Another proposed amendment would a l t e r  the m ethodology  
of f a i r  va lu e  p r ic e  com parison s. Under the p re se n t A c t, when 
a f i r m 's  s a le s  in  i t s  home m arket are  inadequate  fo r  f a i r  
value com parison p u rpo ses, i t s  expo rt p r ic e s  are  re q u ire d  
to be compared w ith  another f i r m 's  home m arket p r ic e s  in  

the same cou n try , which the form er company n e ith e r  knows nor 
co n tro ls.

T h is  in e q u ity  would be co rre c te d  under the proposed  
amendment. I f  a f i r m 's  s a le s  in  the home m arket are  in ad e ­
quate to  p ro v id e  a b a s i s  fo r  f a i r  v a lu e  com parison, T reasu ry  
w il l ,  under the amendment, tu rn , n o t to  another f i r m 's  p r ic e s  
in  the home m arket, but r a th e r  to  the f i r s t  f i r m 's  p r ic e y  
to th ird  c o u n tr ie s ,  and these  w i l l  be compared w ith  the  
price s a t  which th a t  f irm  s e l l s  to  the U n ited  S t a te s .

Other Changes

Other changes in  the A c t con ta in ed  in  the Trade B i l l  
are p r im a r i ly  a d m in is t r a t iv e .  I  would l i k e  to  m ention th ree  
of these ve ry  b r ie f l y .

Time l im i t s  l a r g e ly  p a r a l le l in g  those  se t  fo r th  in  the  
T re asu ry 's  Antidum ping R e g u la t io n s  w i l l  be imposed by s ta tu te  
for p re lim in a ry  T reasu ry  a c t io n s  on in v e s t ig a t io n s ;  6 months 
for normal in v e s t ig a t io n s ,  and not more than 9 months fo r  
more com plicated  in v e s t ig a t io n s .

Treatment o f  s a le s  from s ta te  c o n t ro l le d  economy c o u n tr ie s ,  
which are l ik e w ise  p re sc r ib e d  by T reasu ry  R e g u la t io n s ,  w i l l ,  
under H.R. 10710, become an in t e g r a l  p a r t  o f the Antidum ping  
Act. S in ce  s ta te  c o n t ro l le d  economy c o u n tr ie s ,  i . e .  Communist 
hloc c o u n tr ie s ,  operate  under an ad m in iste re d  p r ic e  system , 
th e ir  home m arket p r ic e s  are  r e la t i v e ly  m e an in g le ss  fo r  f a i r
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v a lu e  com parison  pu rpo ses. They fre q u e n t ly  are  not re flective  
o f  p r ic e s  th a t  p r e v a i l  under a fre e  m arket mechanism. 
A c c o rd in g ly ,  in  co n d u ctin g  an tidum ping in v e s t ig a t io n s  o f  
p ro d u c ts  from  these  c o u n tr ie s ,  T reasu ry  u se s the home market 
p r ic e  o f  the n e a re st  s im i la r  m erchandise s o ld  in  a non-state  
c o n t ro l le d  economy cou n try . Ad justm ents a re , o f  course,  
made a s  a p p ro p r ia te  fo r  any d if fe re n c e s  in  the p roducts of 
the two c o u n tr ie s .

The Trade B i l l  a l s o  re q u ire s  th a t  t r a n sc r ib e d  hearings  
be h e ld  by both  T reasu ry  and the T a r i f f  Com m ission, and that 
these  t r a n s c r ip t s  be made a v a i la b le  to  the p u b lic .  Treasury 
re c e n t ly  began to  t r a n s c r ib e  i t s  h e a r in g s  on an experimental 
b a s i s  and a n t ic ip a t e s  no d i f f i c u l t y  w ith  t h i s  requirem ent.
The T a r i f f  Com m ission has t r a d i t i o n a l l y  conducted transcribed  
h e a r in g s  in  antidum ping c a se s .

The Ways and Means Committee Report makes c le a r  that 
the t r a d i t i o n a l  non—a d ve rsa ry  n atu re  o f  antidum ping in v e s t i­
g a t io n s  i s  to  be p re se rved . A c c o rd in g ly ,  the b i l l  expressly  
exempts these  h e a r in g s  from the requ irem ents o f  the Adminis­
t r a t iv e  Procedure A c t. Among o th e r th in g s ,  t h i s  w i l l  enable 
both  a ge n c ie s  to  con tin ue  to  t r e a t  in  con fid en ce  se n s it iv e  
p r ic e  and o th e r trad e  in fo rm a tio n  fu rn ish e d  in  the course  
o f  an tidum ping in v e s t ig a t io n s .

In t e r n a t io n a l  A n ti-D um p ing Code

Under the p re ce p ts  o f  the In t e r n a t io n a l  Anti-Dum ping  
Code, to  which the U n ited  S t a te s  i s  a s ig n a to ry ,  the United 
S ta te s  and i t s  p r in c ip a l  t r a d in g  p a r tn e rs  agreed to  adhere 
to  b a s ic  p r in c ip le s  con ce rn in g  antidum ping p roceed in gs. The 
U n ited  S t a te s  has found the Code to  be v a lu a b le  in  th a t it 
p ro v id e s  a common, in te r n a t io n a l  forum fo r  d is c u s s io n  of 
antidum ping m atte rs  and a stan d ard  by which the adm in istra ­
t io n  o f  a l l  s ig n a to r y  Governments* antidum ping s ta tu te s  can 
be measured. A s im i la r  forum m igh t w e ll be u s e fu l in  dealing 
w ith  in t e r n a t io n a l  su b s id y  p r a c t ic e s  and perhaps other 
N o n -T a r if f -T r a d e -B a r r ie r s  a s w e ll.

COUNTERVAILING DUTIES 

How C o u n te rv a il in g  Duty Law O perates

The C o u n te rv a il in g  Duty Law was enacted in  substantially 
i t s  p re se n t form in  1897. A c u rso ry  g la n c e  a t  t h is  three- 
sentence s ta tu te  would su g g e s t  a ra th e r  s im p le  law governing 
a r e l a t i v e l y  s im p le  concept: th a t  the Se c re ta ry  o f the 
T re asu ry  s h a l l  impose an a d d it io n a l  du ty  equal to  the amount
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of any "bounty  o r  g ra n t "  determ ined by him to  be p a id  or  
bestowed >on d u t ia b le  im ports in to  the U n ited  S t a te s .  U n lik e  
the Antidum ping A c t,  there  i s  no in ju r y  requirem ent in  the  
C o u n te rv a ilin g  Duty Law. The Law i s  m andatory in  th a t  the 
Se cre ta ry  o f  the T reasu ry  must a s s e s s  a c o u n te r v a i l in g  duty  
once he determ ines a bounty o r  g ra n t  i s  b e in g  p a id  o r  
bestowed on im p orts.

Procedures fo r  A d m in is te r in g  S ta tu te

A lth ou gh  the T reasu ry  Department may open a coun te r­
v a i l in g  duty  in v e s t ig a t io n  on i t s  own i n i t i a t i v e ,  n o rm a lly  
such in v e s t ig a t io n s  are  launched upon r e c e ip t  o f  co m p la in ts  
by dom estic  concerns. The Customs S e rv ic e  i s  charged w ith  
an a ly z in g  the con te n ts  o f  the com p la in t and v e r i f y in g  i t s  
a l le g a t io n s .  T h is  n o rm a lly  c a l l s  fo r  an in q u ir y  o f  the  
fo re ign  government concerned re g a rd in g  the n atu re  o f  any 
a s s i s t s  th a t  i t  may be p ay in g  o r bestow ing on the p a r t ic u la r  
exports to  the U n ited  S ta te s .  Based on the in fo rm a tio n  
obtained from the com p la inan t and o th e r in te re s te d  pe rson s  
and from the o ve rse a s  in q u ir y ,  a d e c is io n  i s  made on the  
ap p rop ria te n ess o f  i n i t i a t i n g  a fo rm al in v e s t ig a t io n .  I f  
Treasury d e c id e s  to  proceed, a C o u n te rv a il in g  Duty P roceed ing  
N otice  i s  p u b lish e d  in  the F e d e ra l R e g is te r ,  o f f e r in g  in t e r ­
ested p a r t ie s  a g iv e n  p e r io d , n o rm a lly  30 d ays, in  which to  
present comments and v iew s. T h e re a fte r, the S e c re ta ry  o f  
the T reasu ry  makes a f i n a l  d e c is io n .  I f  a f f ir m a t iv e ,  coun te r­
v a i l in g  d u t ie s  are  a sse sse d  30 days a f t e r  p u b l ic a t io n  o f a 
C o u n te rv a ilin g  Duty Order in  the Customs B u l le t in .  The 
c o u n te rv a ilin g  du ty  i s  a lw ays equal to  the bounty o r  g ra n t  
being p a id  o r  bestowed on e x p o rts .  Once imposed, cou n te r­
v a i l in g  d u t ie s  cannot be l i f t e d  u n t i l  the fo re ig n  su b s id y  
i s  e lim in a te d . The purpose o f  c o u n te r v a i l in g  i s ,  o f  cou rse ,  
to n u l l i f y  any trad e  advantage r e s u l t in g  from the bounty or  
grant.

What I s  a Bounty o r  G ran t? —  Dom estic and In te r n a t io n a l  
■ im plications

The apparent s im p l i c i t y  o f  the s ta tu to r y  language  and 
in v e s t ig a to ry  p rocedures i s  d isa rm in g , fo r  in  f a c t  ad m in is ­
t ra t io n  o f  t h i s  law  e n t a i l s  d i f f i c u l t  and complex is s u e s ,  
probably some o f  the most d i f f i c u l t  in  the f i e l d  o f u n fa ir  
in te rn a t io n a l trad e  p r a c t ic e s .  The s ta tu te  does no t d e fin e  
the term "bounty o r  g r a n t " , and there  i s  c o n s id e ra b le  
controversy, dom estic  and in te r n a t io n a l,  as to  what c o n s t i ­
tutes an u n fa ir  su b s id y .  T h is  i s  n o t s u r p r i s in g ,  in  view  o f
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the in te r n a t io n a l  economic im p lic a t io n s  o f  a s s e s s in g  
c o u n te r v a i l in g  d u t ie s  to  o f f s e t  the trad e  d i s t o r t in g  
e f fe c t s  r e s u l t in g  from export su b s id y  schemes.

U n lik e  the antidum ping a re a , where an in te r n a t io n a l  
agreement has been concluded  w ith  a d e ta ile d  code o f  con­
duct c o v e r in g  the a c t io n s  th a t  may be taken to  co u n te rac t  
dumping, in  the c o u n te r v a i l in g  duty  area the o n ly  in t e r ­
n a t io n a l  u n d e rstan d in g  reached i s  con ta in ed  in  c e r ta in  
ve ry  g e n e ra liz e d  a r t i c l e s  and n o te s o f  the GATT.

A ls o ,  u n lik e  the Antidum ping A c t,  which d e a ls  w ith  
in te r n a t io n a l  p r ic e  d is c r im in a t io n  p r a c t ic e s  o f  p r iv a te  
com panies, the C o u n te rv a il in g  Duty Law a lm ost in v a r ia b ly  deals 
w ith  the a c t io n s  o f  fo r e ig n  governm ents. From an in te rn a tio n a l 
trad e  r e la t io n s  s ta n d p o in t,  t h i s  tends to  render more d i f f i c u l t  
the re a ch in g  o f  a d e c is io n  as  to  what c o n s t i t u te s  a bounty 
o r  g ra n t ,  fo r  once export su b s id y  schemes become locked  in  
as  an in t e g r a l  p a r t  o f  a Governm ent's f i s c a l  p o l ic y ,  the 
Government concerned i s  u n d e rstan d ab ly  r e lu c ta n t  to  a l t e r  
i t s  p r a c t ic e s .  A t  the same tim e, fo re ig n  governm ents tend 
to  re a c t  to  a U .S . c o u n te r v a i l in g  a c t io n  as  an econom ica lly  
p ro v o c a t iv e  a c t.

For i t s  p a r t ,  however, the U n ited  S t a te s  Government 
cannot re a so n a b ly  be expected to  ign o re  fo re ig n  export  
su b s id y  schemes de sign ed  to  n u l l i f y  com parative  advantages 
which Am erican f irm s  en joy over fo re ig n  im port com petition .

There i s  c o n tro v e rsy  a s  to  whether in ju r y  shou ld  be 
made a c o n d it io n  precedent to  the e sta b lish m e n t o f  a bounty 
o r g ra n t .  M ost fo r e ig n  governm ents fo llo w  the p r o v is io n  of 
GATT A r t i c le  V I  which cou p le s  in ju r y  and su b s id y  as  cond itions  
precedent to  c o u n te r v a i l in g .  The U n ited  S t a te s  Law does not.
We are  not re q u ire d  to  conform  to  the GATT A r t i c le  V I  requirement 
because o f  a "G ra n d fa th e r C la u se " exem pting p r e -e x is t in g  le g is ­
la t io n .

F o re ign  governm ents, w h ile  conced ing the le g a l  correctness 
o f  the U .S . p o s i t io n ,  contend i t  i s  un reasonab le  fo r  a major 
t r a d in g  n a t io n  such a s  the U n ited  S t a te s  to  take  advantage of 
such a le g a l  t e c h n ic a l i t y  more than a q u a rte r  o f  a century afte 
the s ig n in g  o f  the GATT. They argue a ls o  th a t  i t  i s  in  the 
U .S. in t e r e s t  to  a llo w  fo r e ig n  governm ents to  su b s id iz e  the 
Am erican consumer i f  t h i s  does not cause  in ju r y  to  American 
in d u s t r y .

U .S . r e p re se n ta t iv e s  have a t  tim es que stion ed  the 
a p p ro p r ia te n e ss  o f  an in ju r y  requirem ent in  c o u n te rv a ilin g



-  11 -

c

duty l e g i s l a t i o n .  A re a so n ab le  argument can be made th a t  
export s u b s id ie s  are  in h e re n t ly  bad in  th a t  they are  trad e  
d is t o r t in g  m easures which n u l l i f y  the p r in c ip le  o f compara­
t iv e  ad van tage .

There i s  a ls o  dom estic  c o n tro v e rsy  in  the U n ited  S ta te s  
as to  the meaning o f  "bounty o r  g r a n t . "  P ro b ab ly  the b ro a d e st  
in te rp re ta t io n  o f  t h i s  term was s ta te d  in  d ic t a  o f two e a r ly  
United S ta te s  Supreme C ou rt o p in io n s  r e la t in g  to  re b a te s  o f  
in d ire c t  ta x e s . The d ic t a  in  the C o u r t 's  Downs and N ic h o la s  
op in ion s r e fe r  to  the terms "bounty o r  g r a n t “1 as a p p ly in g  
to a l l  tax  re b a te s ,  in c lu d in g  re b a te s  o f  in d ir e c t  tax e s.  
TheH b io ld ings, on the o th e r hand stan d  fo r  the p ro p o s it io n  
that a bounty o r  g ra n t  e x i s t s  to  the ex te n t a government 
gran ts a la r g e r  re b a te , upon e x p o rta t io n ,  than the tax  o r i g i n a l l y  
assessed. (Downs v s .  U .S . ,  113 F.144 (1902), a f f 'd  187 
U.S. 496 (190377 N ic h o la s  & Co. v s .  U .S ., C t.  C u st .  A p p ls .
97 (1916), a f f 'd  249 U .S. 34 ( l i l 'S ) “.

For more than th ree  q u a r te rs  o f  a cen tu ry , the T reasu ry  
in  i t s  a d m in is t r a t iv e  d e c is io n s  has c o n s is t e n t ly  con strued  
the Downs and N ic h o la s  d e c is io n s  in  accordance w ith  the  
ho ld in gs ra th e r  than the d ic t a .  N e v e rth e le ss ,  many in  the  
United S ta te s  i n s i s t  th a t  the l a t t e r  r e f le c t s  the tru e  in te n t  
and s p i r i t  o f  the C o u n te rv a il in g  Duty Law. The Downs and 
N icho las d ic t a  have f a i r l y  re c e n t ly  been quoted w it h a p p r o v a l  
in  two c o u rt  o p in io n s  which were d e a lin g  in  t h e ir  h o ld in g s  
with o ther is s u e s .

T h is  le a d s  to  another c o n t r o v e r s ia l  is s u e .  S in ce  the 
C o u n te rv a ilin g  Duty Law enactment in  1897, in te r n a t io n a l  
trade has m u lt ip l ie d  a s t ro n o m ic a lly .  And even more s i g n i ­
f ic a n t ly ,  the ta x  and f i s c a l  system s which have evo lved  
since the f i n a l  y e a rs  o f  the n in e te e n th  cen tu ry  have 
understandably become v a s t l y  more com p lica ted . To say  the  
le a st,  i t  i s  n o t a s im p le  m atter, under such c o n d it io n s ,  to  
construe the term "bounty o r g r a n t "  a s  a l i v i n g  r e a l i t y  in  
the l a s t  q u a rte r  o f  the tw e n tie th  cen tu ry . Shou ld , fo r  example, 
the Value Added Tax, which has been adopted by most European  
countries a s  a p r in c ip a l  source  o f  revenue, be con strued  as  
a bounty o r  g ra n t  under the C o u n te rv a il in g  Duty Law? I f  the  
Downs and N ic h o la s  d ic t a  were a p p lie d  to  the V a lue  Added Tax 
the trade e f fe c t s  would not  be in c o n se q u e n t ia l.

Working w ith o u t a s t a tu to r y  d e f in i t io n  o f  "bounty o r  
gran t," the T reasu ry  carved  out a ge n e ra l in te r p r e ta t io n  o f  
the s ta tu te  on a c a se -b y -c a se  b a s i s .  From these  a d m in is t r a t iv e  
d ec is io n s, i t  i s  p o s s ib le  to  d e r iv e  th ree  broad c a te g o r ie s  
where the T reasu ry  c o n s id e r s  a bounty o r  g r a n t  to  e x is t :
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(1) Straight subsidies benefiting exports, where it is 
established, directly or by clear implication, that the pay­
ments are being made for the purpose of improving the inter­
national competitiveness of such exports;

(2) Rebates upon exportation of indirect taxes, e.g. 
excise and consumption taxes, where the rebate exceeds the 
amount of the tax originally assessed; and

(3) Rebates upon exportation of indirect taxes, where 
the tax paid was not directly related to the product exported 
or components thereof.

Under GATT Article VI, any rebates, upon exportation, 
of direct taxes, e.g. income and social security taxes, are 
countervailable, while rebates of indirect taxes are not.
The Treasury has never, so far as I am aware, countervailed 
a direct tax rebate. On the other hand, it has never ruled 
that direct tax rebates do not constitute "bounties or 
grants" under the U.S. Law.

The GATT distinction was established at a time when most 
economists accepted a general assumption that indirect taxes 
are invariably passed on to the consumer while direct taxes 
are not. It was on this basis that Article VI provided for 
different treatment of rebates of direct, as contrasted with 
indirect, taxes.

Most economists now appear to be more cautious in 
accepting this assumption as a general truism. There seems 
little doubt that indirect taxes are frequently not passed 
through, while on occasion direct taxes are. What happens, 
often depends on whether we are dealing with a buyer's or 
seller's market. I have seen no convincing quantification 
of the extent to which direct and indirect taxes are, or 
are not, passed through. The treatment of direct and 
indirect tax rebates might well prove a difficult issue 
in the Multilateral Trade Negotiations.

The Treasury, in its administrative decisions, examines 
the underlying effects of foreign assistance schemes in 
determining whether they constitute bounties or grants.
Thus it has determined a bounty or grant was being paid or 
bestowed on exports in a case involving foreign regional 
assistance to a locally depressed area. One of the key 
elements leading to this conclusion in one case was the 
fact that more than 80 percent of the output of the plant 
benefiting from the assistance scheme, was to be exported 
to the United States.
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While the above categories do not pretend to cover 
every instance where the Treasury has countervailed—  for 
example, the Treasury has frequently countervailed multiple 
exchange rate systems, depending on how the multiple rate 
structure operates and its effect on foreign exports to 
the United States ~  the above reflects a set of very general 
guidelines that have emanated from decisions reached since 
the Law was enacted. One problem, of course, is that the 
principles mentioned relate only generally to the ambit of 
the varied and highly sophisticated subsidy practices that 
affect international trade in the 1970's. As business firms 
become more and more export-oriented, their governments 
increasingly become partners in making their commodities 
as attractive as possible on the world market. Such a 
world did not exist in 1897, when the Congress enacted a 
three sentence statute. Thus, the crucial question in 
administering anti-subsidy legislation is how it should be 
construed in light of present-day realities.

A resolution of this important trade problem is 
essential, especially as we approach the Multilateral Trade 
Negotiations. The problem is accentuated on the one hand 
by a concern in certain segments of our economy over allegedly 
subsidized import competition. Conversely, foreign govern­
ments, many of whose programs to stimulate exports have 
become entwined in the basic fiscal fabric of their domestic 
economies, are hardly enchanted at the thought of making 
major changes in this area. The result until now has been 
a lethargic effort in the GATT to inventory alleged subsidy 
practices of all member governments, but unfortunately 
without meaningful results thus far in coming to grips with 
the basic problem. What is needed is a new set of inter­
national principles which will lay down agreed rules as to 
what is, and is not, acceptable in the export subsidy area. 
Such a multilateral negotiation will be difficult, as it 
will involve much give and take on all sides.

Alternatively, each government could approach the 
problem unilaterally in terms of its domestic anti-subsidy 
legislation. To me such an approach is unthinkable in 
that it would undoubtedly lead to retaliations and counter­
retaliations. I should emphasize in this connection that 
no government, including the United States,can claim to 
be simon-pure in this area.
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Trade Bill Amendments to Countervailing Duty Law

There are a number of major amendments to the 
Countervailing Duty Law in the Trade Bill, as approved 
by the House.

Twelve Months Time Limit

The Secretary of the Treasury, under one amendment, 
would be required to decide within 12 months after a 
question is presented to him whether "bounties or grants" 
are being paid or bestowed under the statute. Under the 
present law, there is no time limit for the completion of 
investigations. In all candor, this amendment reflects the 
interest of the Congress in obtaining more prompt action on 
countervailing duty complaints, some of which have been under 
consideration by Treasury for very extended periods of time 
because of problems such as those I have outlined.

Discretionary Authority

Another amendment would grant the Secretary of the 
Treasury discretionary authority for four years to refrain 
from countervailing where he determines that such action 
would be likely to seriously jeopardize the completion of 
the Multilateral Trade Negotiations. This provision reflects 
the House * s understanding of the difficult international 
problems I have discussed, and its effort to facilitate an 
international agreement in the subsidy area as part of the 
Multilateral Trade Negotiations. If an international 
agreement is reached, and such agreement is approved by 
the Congress in the manner provided’ for in the Trade Bill, 
it will very likely be necessary to submit to Congress a 
new amendment to the Countervailing Duty Law under the same 
procedures to bring the present legislation into conformity 
with the new international agreement. In the absence of 
such an agreement, the temporary discretionary authority 
would lapse and Congress and the Executive Branch would then 
have to decide how the United States should defend itself, 
on a unilateral basis, against subsidized imports. I 
fervently hope that this Government will not find itself 
confronted with such a decision!

H.R. 10710 grants similar discretionary authority with 
respect to articles which are the product of facilities 
owned or controlled by a developed country if the investment 
in, or operation of, such facilities, is subsidized. In 
this case, however, the discretionary authority is limited 
to one year.
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The Trade Bill also grants discretionary authority 
to the Secretary to refrain from countervailing products 
that are subject to quota restrictions or effective 
quantitative limitations on their exportation to the 
United States, if the Secretary of the Treasury feels that 
these are an adequate substitute for countervailing. There 
is no time limit on the exercise of this latter discretionary 
authority.

Right of Judicial Review

I would like to dwell briefly on the amendment to the 
Trade Reform Bill providing complainants with the right of 
judicial review of negative countervailing duty decisions by 
the Secretary of the Treasury. Under a decision handed 
down by the Court of Customs and Patent Appeals in 1970, it 
was determined that American complainants had no right of 
appeal to the courts against a negative countervailing duty 
ruling by the Secretary. Members of Congress and others 
have expressed concern that this judicial ruling might 
adversely affect the ability of American producers to obtain 
meaningful relief under the Countervailing Duty Law, and 
therefore the House approved an amendment of the statute 
to provide for a right of judicial review. It was felt 
that American producers should enjoy the same right of 
judicial review in the Customs Court as is available for 
importers who are presently entitled to judicial review 
of the actual assessment of countervailing duties.

Other Changes

H. R. 10710 makes other substantive amendments to 
the statute. The most significant of these would extend 
the Countervailing Duty Law to non-dutiable imports. This 
provision is coupled with a requirement that the Tariff 
Commission determine injury. The injury requirement for 
duty-free articles would prevail only as long as this is 
required under the international obligations of the United 
States, i.e. GATT Article VI. It should be emphasized 
that the injury requirement is applicable only to duty­
free merchandise.
Summary

The amendments to the Countervailing Duty Law reflect 
ver^ strong sentiment of the House of Representatives 

that the Law should be administered far more vigorously 
than at present. At the same time, the temporary discre­
tionary authority granted to the Secretary provides for a 
period of four years, during which intense efforts will have 
° be made to reach an international understanding on the
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extremely difficult and complex issues which I discussed 
earlier. The road toward achieving such an understanding 
which can be acceptable to the Executive and Congress as 
well as to our trading partners will be long and difficult. 
The failure until now of the United States and its 
trading partners to come to grips with the fundamental 
problems inherent in this area may have led to a general 
hardening of positions and inflexibility toward alternative 
approaches. Hopefully, however, all interests recognize 
that we have come to a crossroads on this issue. It can 
no longer be swept under the rug and put off "for future 
consideration." In this atmosphere, acceptable solutions 
can and must be found. If we are to continue to make 
advances in the development of a healthy world trade 
structure, there is no other choice.

a
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STATEMENT OF MR. WILLIAM E. SIMON 
ADMINISTRATOR, FEDERAL ENERGY OFFICE 

BEFORE THE JOINT COMMITTEE ON ATOMIC ENERGY |

FEBRUARY 6, 1974

Mr. Chairman and Members of the Committee
1̂  welcome the opportunity to appear before you today 

to present our views on the state of the nuclear power
tiif

industry as well as information on the development of other 
significant energy sources.

r f '* # ' T  “ S ' i f f © ;Few subjects today are being discussed more extensively 
than the energy situation. The analysis is not completed, 
however, the conclusions are clear: We must reduce energy 
demand and increase supply. These measures must be 
consistent with an acceptable environment, continued economic 
health, adequate national security, and tranquil foreign 
relations.

Initially, I will review our overall approach to energy 
policy, our organization, and then discuss our projection 
of the Nation's future energy needs as contrasted with our 
present energy system. I will finally outline the major 
problems we must overcome in the nuclear as well as non- 
nuclear fields to accomplish the goal the President outlined 
for Project Independence.
Five-fold Approach to Energy Policy

Let me start by outlining the five-fold approach we are 
taking with respett to energy policy.
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First, we must establish a central energy organization 
in the Federal Government. The creation of the Federal Energy 
Office is the first step toward bringing all energy policy 
activity under one roof. We hope that Congress will move 
quickly to provide a statutory base for the Federal Energy 

Administration and create an effective Energy Research and 
Development Agency. Beyond FEA and ERDA, we must press forward

with the creation of a cabinet- level Department of Energy and 
Natural Resources to ultimately centralize all Federal energy- 
related responsibilities. Until these new organizations are 
created, the Federal Energy Office will provide leadership 
and coordination in energy matters.

Second, we must establish a permanent conservation 
ethic" in this country. We have been too extravagent in our 
energy consumption patterns. The recent embargo has forced 
us to reduce this consumption now, more important, we must 
be sure that an attitude of conservation becomes a permanent 
part of our lives.

Over the long-term, conservation of energy will require 
investment in insulation of homes and offices, use of 
efficient automobiles, development of mass transit, changes 
in methods of handling freight, and central heating plants 
for groups of buildings and towns.

Third, we must push forward in the development of our 
domestic energy resources through Project Independence. This 
includes further development of oil and gas in Alaska and the
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outer continental shelf, greater utilization of coal, further 
development of oil shale and nuclear power, and added efforts 
toward development of geothermal and solar power. Project 
Independence must be a two-pronged attack. In the short-run, 
we must both expand production and exploit untapped reserves 
of existing energy sources. Longer range solutions will be 
provided by the development of new and existing fuels.

Specifically, this program should include the following:
We must find ways to exploit our coal reserves more 

effectively. We have 1 trillion, 500 billion tons of 
identifiable coal reserves, 425 billion tons of which are 
economically recoverable now. We must develop ways to 
utilize this abundant resource. We must develop techniques 
for mining surface coal that do not permanently destroy 
the landscape. We must also develop efficient methods to 
deep mine coal while protecting the health and safety of 
miners.

We have talked for years about the production of 
oil from our oil shale. There are an estimated 1 trillion,
800 billion barrels of oil in the shale resources in the 
^•S., and just those reserves that we presently know are 
exploitable could satisfy our needs for oil for decases. We 
need an increased effort by both the Federal Government and 
Private industry to develop this potentially productive 
esource. I am especially encouraged by reported progress in



the in situ processes for extracting shale oil. In situ 
extraction should also have minimal impact on the environment 
and its development must be encouraged.

We also have to push forward in the development 
and utilization of nuclear power. The Administration will 
soon submit legislation to expedite the licensing and 
construction of nuclear power plants which are an essential 
part of our program for achieving energy self-sufficiency.
We must also develop a broader nuclear program realizing, 
however, that the breeder and fusion will not help us 
commercially during the next decade. Consequently, top 
priority must be given to assuring that the excellent r e c o r d  

of safety of our existing nuclear power plants is continued 
and that new plants are built and operated'reliably and 
safely with an acceptable environmental impact.

We have also talked for years about development of 
such relatively distant alternatives to fossil fuels as 
fusion, geothermal and solar energy. For the next decade 
these alternatives are still very much in the research and 
development stage of growth and they could not come into 
widespread use until after 1990. Although we have to invest 
in the development of these alternatives, our primary focus 
now must be on nearer term measures for expanding energy 
supplies.
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Fourth/ we must forge a new relationship between 

Government and industry m  several key areas .

0 The current information we have to work with is 

not adequate and its reliability cannot be checked. We 

must develop a permanent energy information system with 

a built-in auditing program on every aspect of the energy 

situation.

0 There must then be a new government role in the 

international activities of the oil industry.

0 Finally, there must be a new partnership to assure 

the development, extraction and use of our domestic energy 

sources. If we are to see the successful culmination of 

Project Independence, the Federal Government must work in 

partnership with American industry.

For the last five years, the President has provided 
for a continual expansion of our efforts in energy research 
and development. Last June the President announced a 
commitment to an even more rapid acceleration of this 
effort through a $10 billion Federal program over the 
next five years, and he stressed that we would spend what­
ever additional sums were reasonably necessary.

On Wednesday, January 23, 1974, the President announced 
that in fiscal year 1975 —  the first year of the five year 
energy r &d program —  total Federal commitment for direct 
energy research and development will be increased to $1.8 
billion, almost double the level of a year ago.
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Fifth, we must establish a framework of international 
cooperation among producing and consuming countries. The 
potential impact of energy supplies on the world economy 
is staggering and we must work together in developing 
energy resources and maintaining a healthy world economy 
in which energy exporting and energy importing nations 
prosper together.

Having outlined our approach to energy policy, I will 
briefly describe FEO/FEA and that portipn of our organization 
that will deal with increasing our domestic supply of 
usable energy sources thus, decreasing our dependency on 
imported fuels, The Office of Energy Resource Development.

Organization
Federal Energy Office
The Federal Energy Office currently has broad policy 

and regulatory responsibilities for energy. It is now 
administering energy price and allocation programs, 
initiating energy conservation programs, working with the 
State Department on international aspects of energy, 
developing programs to increase energy supplies and working 
with OMB to coordinate energy R&D activities.

Federal Energy Administration
The FEO programs designed to deal with the near and 

intermediate term problems (i.e. prior to 1985), will become 
the responsibilities of the Federal Energy Administration

ofupon Congressional approval. One of the major functions



this organization as mentioned in the President's January 23, 

1974 Message will be to rapidly increase energy supplies.

Office of Energy Resource and Development

The principle task of our Office of Energy Resource 

Development (ERD) will be to accomplish the rapid increase 

of energy supplies called for by the President. This 

office will identify and develop means of overcoming 

problems and providing incentives for the:

Development of Domestic Energy Sources 

Construction of Related Facilities (e.g., 

refineries, power plants, transmission 

systems, etc.)

jr§ Transportation of Energy

- Efficient Conversion of Energy Sources to more 

Convenient Forms

~ Utilization of Energy Sources

- Full Consideration of Environmental Values 

Interagency Coordination of the Licensing 

of Energy Facilities and other Regulatory 

Activities

Interfacing with State, Regional and Local Agencies 

on regulatory bottlenecks

E s ta b l i s h in g  a n a t i o n a l  in f o r m a t io n  b ase  to  

a s s i s t  i n  f a c i l i t i e s  s i t e  p la n n in g  and 

s t a n d a r d i z a t io n
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- Anticipating environmental and regulatory 

problems associated with developing new 

technologies and proposing solutions.

I would now like to outline what we are thinking of in 

terms of goals for our future energy economy contrasted 

with where we are today.

Future Energy Needs Contrasted to Our Current System

In the face of the uncertainties that exist in the 

energy economy as a result of domestic as well as international 

events, it is difficult to forecast the exact composition of 

our energy system in the near term let alone during the lS80's 

or beyond. Because of this uncertainty, we must work to 

increase production of all domestic energy sources so that 

we can afford to be less than 100% successful in any or 

all areas without finding ourselves, in a shortage situation 

similar to todays.

Our initial targets for each energy source in outline 

form are:

° Coal

The domestic production of coal peaked in 1947 

at about 630 million tons per year. Annual production then 

began declining and bottomed out in 1954 at 392 million 
tons. Between 1954 and 1970 production again began i n c r e a s i n g  

and reached 603 million tons annual output in 1970. Passag 

of the Mine Health and Safety Act in December 1969, and 
ensuing problems caused production to again decline and



has remained fairly steady at about 550 to 590 million 
tons per year. The industry plans to increase production 
during calendar year 1974, ten percent above 1973's 
output to 650 million tons. However, this will require the 
assistance of the Government and labor. This level of 
production will still result in a 10 million ton shortfall 
of production over use for the year as coal demands are 
expected to exceed 660 million tons. The shortfall is a 
result of our normal growth in demand and the impact of 
switching utilities from oil and gas back to coal.

The coal industry probably must double its output 
by 1980. This target implies an annual growth rate in 
excess of 15 percent per year between 1974 and 1980. The 
course we must follow in order to accomplish this include: 

improving technology to increase productivity 
of current and future manpower; 
attracting and training additional skilled 
manpower; and
acquiring the necessary mining and reclamation 
equipment.

To overcome even these problems will require the 
utmost cooperation of not only the coal industry labor,and 
Management, but other industries upon whom they are dependent 
for their supplies. Government action is also needed to 
create the environment that allows economic utilization of
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the Nation*s vast coal resources.
° Oil and Gas

Domestic production of oil peaked at 11.3 million 
barrels per day (BBL/d) in 1970 and has declined

since then. Natural gas production has leveled
in the last four years, and production now amounts to 

about 63 billion cubic feet per day (CFD).
For the short range, we must not only arrest the 

decline in our domestic oil production, but we must provide 
industry with the opportunities and incentives to accelerate 
their growth.

We must move rapidly to exploit our resources in 
Alaska. It has long been clear that while an Alaskan oil 
pipeline was needed, it alone would not be enough. In 
addition to the huge oil reserves in the North Slope of 
Alaska, there are also gas reserves there of at least 26 
trillion cubic feet —  enough to heat 10 million homes 
for 20 years. We are working with DOI on a study the 
President directed to determine the need for future 
Alaskan oil and gas pipeline capacity.

We must encourage and accelerate the exploration 
of the untested or lightly explored areas in our country 
that offer potential reserves, and in particular, we must 
make our public lands more readily available for such 
exploration. We are working with DOI to increase the acreage 
leased on the Outer Continental Shelf to 10 million acres per year
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beginning in 1975. More than tripling what had originally 
been planned.

We must provide the climate and the means by 
which the output of oil from our existing fields including 
the North Slope, can be increased about 35% from today's 
production rates. And, we also must achieve similar increases 
in our production of gas.

0 Nuclear

When initially ordered, industry planned to have
48,000 megawatts of nuclear capacity in operation by the 
end of 1973, about twelve percent of our electrical 
generating capacity. But, we had only 25,000 megawatts 
licensed at the end of 1973, about six percent of capacity. 
The reasons for delays in bringing these plants into
operations were licensing, siting and failure to
implement standardization. I

We must increase our installed capacity of nuclear 
power by 1980 to 200,000 megawatts, an eight fold increase 
over our present capacity. To accomplish this objective 
will require acceleration of licensing and construction of 
nuclear power plants as called for by the President.

The combined generating capacity of the 56 plants 
under construction and 116 plants on order or announced 
will increase our existing installed U.S. domestic 
electrical generation capacity by 178,000 megawatts which 
ls an increase of 40% over our existing total ele
9enerating capacity.

electrical
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To ease our dependence on imported fossil fuels,
it is clear to me that we must exploit to the greatest
degree the potential of nuclear power. Therefore, I am
committed to assisting industry bring these nuclear plants
into operation as rapidly as possible, knowing it can be 
done safely.

I Synthetic Fuels
We presently do not have a synthetic fuels industry 

in the U.S. However, we are fortunate as a Nation to have 
sufficient domestic fossil resources to fuel our economy 
for centuries via a synthetic fuels industry. Our initial 
approach toward fostering this new industry may best be 
described as a two phase program.

The first phase will begin immediately to build 
plants for the most promising synthetic fuel technologies. 
We would aim to get these plants on line, measure the 
results and modify them as required to get production costs 
down as soon as possible.
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The second phase would be aimed at developing at 

least several million barrels per day capacity in the 

larly 1980's.

This approach has a number of advantages:

It creates a synthetic fuels production 

capability in the U.S. The implications 

of this action will not be lost on those 

who now export fuels to us.

- The eventual attainment of self-sufficiency

utilizing this strategy will be at substantially 

lower cost than would be possible if we began 

to build the plants without the benefits of Phase I

As you know, the President directed me to head an 

interagency evaluation of financial and economic incentives 

rr regulatory changes that may be needed to stimulate 

domestic production of a synthetic fuels industry. This 

■project will proceed concurrently with the work we are doing 

|° create a synthetic fuels industry within the existing
Framework.

I f  we are to  a c h ie v e  e n e rg y  s e l f - s u f f i c i e n c y  a t  any

Firne ln the future, we must develop methods of overcoming

| serious problems that have been plaguing our energy

rn ustries. i would like to briefly describe for you 
|ome of 4*v>rnese problems and the actions proposed or underway
■to resolve them.
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Problems and So3.utions

° We know the following problems exist in siting, 

design construction and operation of energy facilities.

- Regulatory and Licensing Delays 

~ Siting and Environmental Issues

- Material Shortages

- Personnel Shortages

While we do not have solutions to each specific 

problem, various pieces of legislation have been proposed 

and actions are being taken to eliminate, mitigate or 

minimize them. I will briefly outline for you several 

of these.

Regulatory and Licensing

In the Energy Facility Licensing process many agencies 

at various levels o f  national, state and local government arej

involved. At each of several points along the approval 

process there is potential for misunderstanding, delay and 

breakdown of the process. For example:

- Agencies involved in the licensing process 

may view a facility from the basis of their 

narrow technical interest; and

- No agency views the process in totality as a pat 

of the major source of needed power and as part 

of the overall energy program.

What has been lacking is a force to coordinate t e 

various governmental and public reviews in an order y
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manner which avoids repetition and sequential delays.

To supply the needed forces, the FEA will perform 

: the following:

- We will work with Federal and State agencies 

to develop a framework for orderly decision­

making in siting, licensing, and regulation 

of energy facilities.

- We will identify existing and potential conflicts 

between regulations and standards and energy 

policies.

- We will evaluate policies and regulations and 

environmental standards in order to highlight 

the impact of each on the other.

The study headed by Commissioner Doub of Federal Energy 

I Regulatory activities will be helpful in determining what 

I if any additional reorganization of Federal activities 

I after the establishment of the FEA may be desirable.

I Siting and Environmental

For future facility planning, FEO will work with state 

and regions to:

f  C oord inate  developm ent o f  r e g io n a l  n u c le a r  

f a c i l i t y  s i t i n g  c r i t e r i a  a s  w e l l  a s  c r i t e r i a  

fo r  o th e r  ty p e  energy  f a c i l i t i e s .

Provide g u id a n c e , encouragem ent and in c e n t iv e s
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to states to identify and set aside potential 

sites for energy facilities including nuclear 

facilities.

Establish a national information base that 

provides site criteria and availability 

information to the public, utilities and other 

companies planning energy facilities.

The A E C *s recently announced intentions to allow 

limited construction ̂ activities after accelerated review 

of the environmental report, but prior to issuance of a 

construction permit, and the proposed changes to the Atomic 

Energy Act are both moves that will help relieve the 

pressure on siting issues relating to nuclear power plants. 

Material Shortages

The ability to accelerate construction of our domestic 

energy facilities will depend upon the ability of industry  

to provide the necessary materials and components. To 

this end, government must work with industry to insure that 

the proper environment is created to insure that shortages 

do not preclude our ability to build these facilities.

We have been working with the Atomic Energy Commission 

and Cost of Living Council to keep current government actionj 
from prolonging the present energy situation. As a resu l 

of our joint efforts, recently the Cost of Living Council 

relaxed price controls on oil country tubular goods, r°° 

bolts for deep mines and reinforcing steel used in the



construction of all facilities.

As a further example of what we can and will do to 

overcome these types of problems, I want to describe 

for you an event that occurred week before last.

An independent driller in Northern California 

had drilled a successful natural gas well but 

could not complete the well for lack of the 

final casing. Exhausting all normal channels 

of supply, the driller contacted Governor 

Regan's Office of Energy who brought the 

situation to the attention of our Energy 

Resource Development Office. Within an hour 

we had located sufficient casing within 20 

miles of the well in question, had contacted 

the owner of that casing, Shell Oil Company, 

and had received their assurance that they 

would sell the casing in question to the 

independent driller. The casing was delivered 

and the well completed the next day. This 

situation is an example of the types of 

assistance we can and will offer industry.

I Egfsonnel Resources

E ngineers and Management
The resources of personnel required to carry out 

engineering work and related R&D programs in our energy 

industry are being strained to the point that pervasive
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and continuing shortages are being experienced. At the 

same time, experienced engineering ability is being wasted 

on inflated design and licensing activities brought about 

by our failure to implement standardization in a substantive 

way.

Standardization can free up experienced engineering 
and management personnel so that they may work on those 

additional facilities we will need domestically or they can 

be benefically applied to R&D efforts to help correct 

generic deficiencies in systems and equipments, thus raising 

the reliability of our energy facilities

° Construction and Operations Personnel

The personnel needed to build and operate our 

energy facilities are also being strained as a result 

of the growth in these industries, growth in competing 

industries and the inefficiencies that result from some 

of our regulatory and design practices.

Again standardization will help alleviate the 

construction personnel availability and training problems. 

However, we will be working with labor and industry to help 

increase the availability and efficiency of personnel 
working on energy facilities.
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In conclusion, I would like to add that the approach 

[of the Administration toward our future energy system should 

be one of flexibility since it is not possible to anticipate 

■every success or failure in our Nation’s energy programs. 

However, it is clear that the investment this country has 

already made and will make in its energy facilities must 

[be returned in terms of reliable and safe plants. And,

[the most direct means of assuring our ¿future energy 

[independence is to achieve the highest possible operating 

[efficiency in the facilities we are building.

■ Acceleration of our use of coal and nuclear energy 

sources will release significant amounts of oil and gas 

for other urgent needs in our industry, homes and communities, 

and reduce our dependence on imported sources of these fuels. 

[And, this must be accomplished with proper respect for 

jour environment. Thus, we must dedicate ourselves to 

[achieving the growth in nuclear power that has been promised 

during the last decade but has yet to be realized, and to 

¡expanding our utilization of coal and shale, our most abundant 
|£ossil fuels.

it is also clear that P-roject Independence cannot 

achieve success without financial, technical and management 

assistance from the Government, the utilities and industry.
I Howe v 

Conse

er' the resources of these institutions are finite, 

quently, we must work to apply our limited resources
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to the areas that promise the highest probability of 

payoff.

An approach that offers the potential for making 

a significant contribution towards solving the problems 

identified as well as others is the use of standardization. 

Standardization must be made to work in a substantive 

way for nuclear and non-nuclear energy facilities. For 

many months we have all heard about the advantages of 

standardization of nuclear power plants. It has been 

endorsed by the Government, industry and regulatory groups. 

However, plans for future standardization such as Snupps,

Offshore Power. ¡Plants and multiple and moGulctr orders are not 

sufficient. The real impact of standardization to help us 

become independent must be realized first in today's 

activities.

Facilities in the process of licensing, design and 

construction can benefit enormously and immediately by full 

utilization of standardization for those parts of the plant where

d u p l ic a t io n  i s  a c h ie v a b le . I  see  l i t t l e  re a s o n  why p la n ts  

w hich have a lre a d y  been approved  need go th ro u g h  a 

red u n d an t re v ie w . W hile I  am en co u rag ed  t h a t  th e  l ic e n s in g  

a g e n c ie s  have in d ic a te d  an i n t e n t  to  e x p e d i te  th e  l ic e n s in g  

p ro c e s s ,  we m ust work to  o b ta in  f a s t e r  c o n s t r u c t io n  and 

on l i n e  o p e ra t io n  by e x p lo i t in g  th e  a d v an tag e s  o f d i s c i p l i nin9 

o u rs e lv e s  to  b u i ld  p la n t s  d u p l ic a t in g  th o s e  a lre a d y  

coming i n to  o p e ra t io n .  In  such  a p r o c e s s ,  I  am th a t
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the real safety achieved will also be enhanced.

Mr. Chairman, this concludes my statement. I 

pe happy to answer any questions that the Committee 

pay have. However, I should say that I may ask Mr. 

lor his assistance. Thank you.

will 

members 

Shatz
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THE NEED FOR CLOSER INTERNATIONAL-FINANCIAL COOPERATION

Finance officials have a duty to work closely together 
in the realization that even our best cooperative efforts 
will offset only a fraction of the serious damage which has 
been done to many countries by the abrupt and spectacular 
increases in oil costs.

At the same time, we must carefully avoid creating the 
misleading impression that such cooperation provides any 
panacea for the serious economic problems before us. There 
is no international financial arrangement which can offset 
the real effects of the oil price changes. It is important 
that we not kid ourselves here - that we not, as Ministers of 
Finance, give the impression that somehow or other we can 
print up some money and use it to "paper over" very real 
problems.

The problems are there. There is no way to concoct a 
financial solution that will avoid facing up to severe 
dislocations; and I think particularly for the developing 
countries, as has been brought out by many speakers here, 
great deprivation - in a sense we have that horrible chain 
ln which the lack of fuel goes to a lack of fertilizer, goes 
to a lack of food, and which goes to starvation. So a point 

that I want to make is that, I think for many, the situation
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is not one in which we say to ourselves: "Yes we see the 
problem. Let us understand it, and then figure out how some 
how through financial means to handle it." It is for many 
not a manageable problem in its present state. And we have 
to see how it can be changed so that it is manageable.

We need to be concerned not only with the direct impact 
of higher prices and supply disturbances on our economies, 
but also with the serious threat of secondary repercussions 
from instability in financial markets, from inconsistency in 
internal economic management and in balance of payments 
policies, and from impaired economic development. These are 
areas in which we can make a contribution; and why now, more 
than ever, we have an obligation to seek the optimum 
contribution from close international economic cooperation.

We have heard reports in this Conference already that 
this year, and over the next few years, the standards of 
living of the more developed nations will be reduced s ig n ifica n tl]|  

below previous expectations. In the short run, we are fa c in g  

the problem of adjusting to reduced supply, and this has 
affected our immediate prospects for growth. But as this 
problem is met, our real income will continue to be a f f e c t e d  

both by the higher costs of energy imports and by the higher 
expenditures which nations will find it prudent to make in 
reaching reduced future dependence on imported energy. None­

theless, the standards of living of the nations here represente  

will remain a large multiple of those of some of the less favore 

nations.
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In contrast, the effects of the oil price changes are 
likely to be near catastrophic for some of the poor areas 
of the world. In some countries, it is even probable that 
the new energy costs will result in a reduction of standards 
of living over the next few years from the present abysmally 
low level -- to the point, in some cases, of starvation.

We have heard estimates that even after projected reductions 
in market prices of oil below present levels that: 

the developed countries could have their 
combined current account deficits worsened 
by as much as $40 billion; 
the developing countries could have their 
current account deficits increased by as 
much as $10 billion; and
the oil-producing nations could add as much 
as $50 billion to their foreign asset holdings; 

all in the one year, 1974.
In the face of such possibilities, I suggest that it 

would be in our mutual interest to agree on some basic 
principles on how we should respond in our economic policies, 
national and international. I put forward three principles 
for your consideration:

I. First, at a time of vast new uncertainty, let
us each recognize the need to develop internal
policies that maintain our production and demand,
and deal with inflation, without aggravating the
problems of others. This will require not only 
particularly careful analysis, but also 
particularly close international consultation
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and cooperation. In this connection, we know that 

the "cost-push" effects of oil prices reinforce the 

strong upward pressures on our price levels. Yet, 

at the same time, we need to recognize that the 

greatly increased cost of our oil imports could 

affect our economies as would a massive increase 

in taxes from which the revenues were not currently 

being spent. In this case, of course, this "tax" 

will be reflected in higher dollar imports, 

rather than government revenues. But that import 

bill should not carry the same connotation, or 

draw the same policy response that we usually 

associate with a deteriorating trade position.

We must realistically take account of potential 

increases in exports to oil-producing countries, 

and more important quantitatively the potential 

large availability —  directly and indirectly —  

of flows of investment funds from the producing 

countries.

II. Second, in our international policies we must 

agree to keep open our markets for goods and 

capital, and to avoid the temptation of competitive
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devaluations. No nation can impose trade 
restrictions, and other beggar-my-neighbor 
policies without engendering retaliation, so that 
the whole process would be self-defeating and 
destructive. Now, more than ever during a period 
when international adjustments will necessarily 
have to be large and rapid, governments must 
maintain momentum for the removal of existing 
distortions from the international economy. They 
must proceed resolutely with planned trade 
negotiations and with feasible further dismantling 
of capital controls. And they must agree to 
undertake special efforts to resist those pressures 
for the introduction of special-interest-serving 
government controls and interventions which are 
likely to be put forward during any time of rapid 
economic change.

I I I .  T h i r d ,  i n  o u r  d e ve lo p m e n t p o l i c i e s ,  we s h o u ld  e n d e a vo r  

a t  l e a s t  t o  m a in t a in  r e c e n t  l e v e l s  o f  a s s i s t a n c e  t o  

th e  m o st s e r i o u s l y  d is a d v a n t a g e d  n a t io n s ;  and 

e n c o u ra ge  o i l - p r o d u c i n g  n a t io n s  w it h  r a p i d l y  

i n c r e a s i n g  h o ld in g s  o f  f o r e i g n  a s s e t s  t o  ta k e  

im m ed ia te  s t e p s  g r e a t l y  t o  e xpand  t h e i r  p ro g ra m s
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of assistance for the developed nations in 

full cooperation with industrial nations and 

international institutions.

In the light of the new burden of energy costs upon 

their economies and their balance of payments, it will not 

be easy to maintain a climate of opinion in the developed 

nations to maintain or increase past levels of assistance 

to the least developed nations. But, in view of the extreme 
distress faced by some areas of the world, and the economic 
and political consequences, it would be shortsighted and 
inhumane for the developed nations to curtail assistance 
plans and programs at this time of greatest need.

But even with continued assistance from the 
traditional providers of aid, the least developed nations 

are faced with a tremendous gap in needed resources. Some 
of the most important oil-producing nations —  themselves 

moving rapidly from poverty to affluence and with natural 

understanding for the p r o b l e m —  can reasonably be called 

upon for a major contribution toward reducing that gap.
No channel of aid should be neglected. Increased 

assistance may be made available through direct country- 
by-country relationships, through new or already established 

regional institutions, and through increased contributions



5

devaluations. No nation can impose trade 
restrictions, and other beggar-my-neighbor 

policies without engendering retaliation, so that 

the whole process would be self-defeating and 

destructive. Now, more than ever during a period 

when international adjustments will necessarily 

have to be large and rapid, governments must 
maintain momentum for the removal of existing 

distortions from the international economy. They 

must proceed resolutely with planned trade 
negotiations and with feasible further dismantling 

of capital controls. And they must agree to 

undertake special efforts to resist those pressures 
for the introduction of special-interest-serving 

government controls and interventions which are 

likely to be put forward during any time of rapid 

economic change.
III. Third, in our development policies, we should endeavor 

at least to maintain recent levels of assistance to 
the most seriously disadvantaged nations; and 

encourage oil-producing nations with rapidly 

increasing holdings of foreign assets to take 
immediate steps greatly to expand their programs
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to the existing broad multilateral financial institutions.
But —  in view of the extreme need and the weakened 

financial position of many of the least developed nations —  

it is essential that a substantial proportion of the increases 

in assistance be in the form either of outright grants or 
of their equivalent.

As we seek to incorporate these general principles into 

practical actionsr I believe our work can be divided naturally 
into four broad areas of cooperation:

1. Measures to help ensure that we maintain open 
markets.

2. Measures we can take to deal with or reduce the 

uncertainties inherent in the present situation —  

uncertainties related both to the extent of oil 
price increases and to the directions in which 
the flows of producing-country money — much of 

which will be short term —  will be channeled.

3. Measures we can take to facilitate a larger 

portion of these funds to move into longer 

term investment in ways beneficial to both the 

investing and recipient nations.
4. Measures we can take to encourage and facilitate 

the flow of resources from oil-producing countries 

to L D C 1s , particularly the poorest of them.
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I. Measures to Maintain Open Markets

The principle of avoiding restrictions on trade and 

payments that have the effect of transferring problems to 

others has wide support —  the question is how we can 

reinforce that principle in practical institutional and 
operational terms.

The countries here represented include the largest 
trading nations. Should we not pledge among ourselves, 

here and now, to take no trade restricting measures —  

surcharges, quotas or their equivalent —  for balance of 
payments purposes?

For the future, we would be willing to consider new 

institutional means and procedures whereby we would pledge 

no trade restricting action for balance of payments without 

prior discussion and approval by the IMF.
Measures for Dealing with Uncertainty

A. We know, in the aggregate, the money spent for oil, 

and not used for our exports, will flow back, largely 

short term. But each country is left uncertain as to 

the size of its increased import bill and the directions 
which the reflow of investment money will take. Some 

countries may naturally attract more or less of this 

money than their increased balance of payments drain.
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1. Much of this sorting out can take place in 

private markets, and by official borrowing, 

where necessary, in private markets. Obviously, 

the flows may take place through home markets 

or third markets, such as New York or the Euro­

currency markets.
2. In sheer bulk, this is mainly a problem for 

developed countries. Because some LDC's may have 
special difficulties obtaining credit, different 

techniques will be necessary there.

B. One thing we can do is be sure private markets are

sufficiently free to do the recycling job.
1. Removal of U. S. controls has opened the 

largest and most efficient capital market 
once more to the world. Other nations have 

made moves in the same direction. I believe the 

results will be beneficial.
2. In the present situation, part of our financial 

"ethic" should be to permit our nationals to 
borrow abroad, particularly for countries facing 

deficit. Conversely, potential surplus countries 

should permit funds to flow out.
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C. Private borrowings, in some cases, will need to be 

supplemented by official borrowing. Our markets, the 

Euro-markets, and some others are open. But, possibly, 

a scramble for money, and sharp pressures on one market

or another, could develop in no one's interest. Therefore,
j 11

it may be worth considering at least informal and 
confidential exchanges of information about prospective 

borrowing operations among major nations. Then nations 

could act in the knowledge of each other's intentions, 

and help avoid alternate periods of congestion and vacuums 

in money and capital markets that could in turn affect 

exchange markets.
D. At times, intergovernmental borrowing may be necessary 

and desirable, and a greater sense of certainty
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that such facilities would be available in time of 

need could be very useful —  even if it turns out 
in the end that such facilities are not used heavily, 

or at all.
lj This is classic purpose of IMF credits, and 

those lines fortunately are little used at 

present. Consequently, there is some spare 

capacity.
2. A further line of defense, which can readily 

be expanded, are central bank swap lines.

We have indicated a willingness to do this, at 

least on a selective basis, and we would 

welcome discussion of the appropriate role and 

limits of such facilities.
3. Beyond these facilities, the question arises

as to whether existing international institutional 

facilities need to be expanded and rearranged to 
deal with uncertainty about the direction in 

which funds will move and, if needed, rechannel 

funds to take care of balance of payments needs 

in short or medium term. As we understand it, 

the proposal made by Mr. Witteveen falls into 

this category, and has attracted most attention.
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a. We feel it essential, in evaluating this 
proposal, to distinguish sharply the 

problem of uncertainty and the need for 

rechanneling potentially sizable amounts 

of money for limited terms among countries

a b le  t o  r e p a y  r e l a t i v e l y  p ro m p t ly  fro m  th e

m ore s e v e re  (b u t  q u a n t i t a t i v e l y  s m a l le r )

p ro b le m  o f  th e  p o o r  L D C 's  w h ic h  need  g r a n t s  
and  h e a v i l y  c o n c e s s io n a l  lo n g - t e r m  a id .

b. Even among developed countries and more 

prosperous L D C 's,a Witteveen-type proposal 
presents difficult technical and negotia­

ting problems in deciding upon suitable 

terms. We await further eleboration of 

Witteveen's thoughts, and in particular how 

the risk of building up nominally short-term, 

but in fact unrepayable credits can be handled. 

We intend to react constructively.

H I *  Measures to Facilitate Orderly Longer Term Investment 
Patterns ?

A. Removal of restraints on longer term investment 
is equally relevant.
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B. Given the vast flow of potential investment, 

serious and difficult questions arise in the 

minds of both investors and recipients that may 

hamper flows:
1. The investor wants and needs the widest 

possible diversity of outlets (i.e., open 

capital markets), professional investment 

management; and confidence that his invest­
ments are secure from political action by 

recipients.
2. The recipient wants to have some assurance 

that investments will not be managed for 

political purposes, and the prospect of 

reasonable stability in flows.

C. I have no specific proposal in this area. How­

ever, I raise for discussion one question: Should 

we consider a new international investment 

institution
—  a kind of multinational joint venture, with 

participation in management by both investor and 

recipient nations —  as a means of helping to 
satisfy the concerns I have cited. An essential 

aim of the institution would be to achieve a 

diversity of profitable investment outlets, with
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expert investment management, for the producers.

At the same time, the multilateral umbrella might 
help put to rest mutual fears of political 

reprisals, thus encouraging recipient countries 

to permit larger amounts of investment and 

encouraging investor countries to commit sizable 
funds for extended periods.

Obviously, in managing such an institution, 

the investing countries would legitimately main­

tain control over some basic decisions concerning 
the volume and distribution of the funds. Many 

complex organizational problems would arise. Are 
they worth discussion?

jH£P I

D. We might exercise our collective imagination to 

devise other means of better assuring the safety 

and stability of investments.

An international investment guarantee agency 

has been discussed at length in the past —  

fruitlessly. But now the problems appears in another 

guise and fresh thinking with the producers may be 

desirable.

The U.S. earlier advanced the concept of an 

"investment fund" for countries with large official 
pools of investment money. This concept rested on 

an essentially simple "code of conduct" or "rule

of the road." A recipient country would be



entitled to know how-much investment of what 

type was being made by other governments in its 

currency, and to limit the aggregate amount of 
that investment. But having agreed to that 

investment, it would also agree to treat that 

investment in a nondiscriminatory manner.

These questions might well serve as the 

basis for further international study.

Measures to Encourage the Flow of Resources from Oil”

Producing Nations to the Less Developed Countries 

The I»DC's pose a special problem. The prospects 

of the poor nations, even before the quadrupling 

of oil prices, were marginal at best. To all, it 

must be clear that for some of the poorest 

nations oil prices at current levels spell misery 
and even starvation.

—  A transfer of resources cannot be done by

one group of countries alone. The industrial 

nations must continue to provide their historical 

levels of assistance or better. This will not be 

easy in face of growing concern about domestic 

impact of energy crisis. Our Congress has 

illustrated its sensitivity to this problem in 

its first vote on the IDA Replishment. We do not
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mean to  l e t  t h a t  v o t e  s t a n d  a s  th e  f i n a l  w o rd ,

I  s a y  to  y o u , q u i t e  f r a n k l y ,  t h a t  th e  v o t e  i n  o u r  H ou se  o f  

R e p r e s e n t a t iv e s ,  a c o u p le  o f  w eeks a g o , on  th e  ID A  ( In t e r n a t io n a l  

D eve lop m en t A s s o c i a t i o n )  I V  r e p le n is h m e n t  w as a g r e a t  d i s a p p o in t ­

m ent t o  u s  and  we do n o t  in t e n d  t o  l e t  i t  s t a n d !  We in t e n d  to  

w o rk  to  t u r n  t h a t  a ro u n d  and  t o  m a in t a in  th e  f lo w  o f  deve lopm ent 

a id  fro m  th e  U n it e d  S t a t e s  t o  th e  d e v e lo p in g  c o u n t r i e s .  We must 

m eet th e  a rgum ent t h a t  a l l  we a r e  d o in g  i s  p a y in g  o u t  a i d  f o r  

th e  d e v e lo p in g  c o u n t r i e s  t o  f lo w  b a c k  t o  th e  A ra b  c o u n t r i e s  and 

o n l y  s u p p o r t  th e  p r i c e  o f  o i l .  T h a t  i s  th e  a rgu m e n t u se d  a g a in s t  

d e ve lo p m e n t a id ,  and  we t h in k  t h e re  a re  go o d  a rg u m e n ts  a g a in s t  

i t ,  and  we in t e n d  t o  u s e  them  and  u s e  them  a g g r e s s i v e l y .

A t  th e  same t im e , i n d u s t r i a l  n a t i o n s  c a n n o t  be  

e x p e c te d  t o  p a y  f o r  th e  c o s t  o f  in c r e a s e d  o i l  

b i l l s  t o  L D C 's ,  T h a t  r e s p o n s i b i l i t y  m u st f a l l  

p r i m a r i l y  on  th e  o i l  p r o d u c e r s ,

- -  B u t  th e  i n d u s t r i a l i z e d  n a t i o n s  c a n  and  m ust 

c o o p e ra te  w i t h  p r o d u c e r s  t o  f a c i l i t a t e  th e  

r e q u i r e d  f lo w s  fro m  p r o d u c e r s .

The U .S ,  w o u ld  be p le a s e d  t o  j o i n  i n  

s t u d y in g  c o n c r e t e  p r o p o s a l s  t o  b r i n g  a b o u t  t h i s  

g o a l  and  b e l i e v e s  th e  f o l l o w in g  it e m s  m ig h t  u s e ­

f u l l y  be  in c lu d e d  on  a s t u d y  a gen d a :

1. A s s u r i n g  th e  o i l  p r o d u c e r s  p l a y  a f u l l  

r o l e  a s  m em bers o r  a s s o c i a t e  m em bers o f  

d e ve lo p m e n t o r g a n i z a t i o n s ,  i n c l u d i n g  th e  

D e ve lop m e n t A d v i s o r y  C om m ittee  and  r e g io n a l  

e con o m ic  i n s t i t u t i o n s  a s  w e l l  a s  th e  W o r ld
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B ank  and  th e  IM F ,  I n  v ie w  o f  t h e i r  in c r e a s e d  

e conom ic  s t a n d in g  and th e  g r e a t e r  f i n a n c i a l  

r e s p o n s i b i l i t y  th e y  a re  b e in g  a sk e d  to  a ssum e , 

a p rom pt p r o v i s i o n  o f  l a r g e r  v o t i n g  s h a r e s  i n  

th e  l a t t e r  two i n s t i t u t i o n s  may be a p p r o p r ia t e .

2 0 E n c o u r a g in g  g r e a t e r  p a r t i c i p a t i o n  i n  m anagem ent and

s t a f f  r o l e s  i n  t h e s e  o r g a n i z a t i o n s  b y  p ro d u c e r  n a t io n s  

w o u ld  a l s o  seem a p p ro p r ia te « ,

3. E x p a n s io n  o f  th e  W o r ld  Bank  and  th e  IM F  s e r v i c e s  

a s  a g e n t s  t o  th e  p ro d u c e r  c o u n t r i e s  f o r  lo a n s  to  

th e  L D C ' s  o

T h e se  s e r v i c e s  ca n  in c lu d e  p a r t i c i p a t i o n  i n  

c o n v e n t io n a l  lo a n s  and  i n  c o n c e s s io n a l  f i n a n c i n g .

A  d i r e c t  c o n t r i b u t i o n  t o ,  o r  a l o n g s id e ,  ID A  IV  

w o u ld  be  e x t re m e ly  h e l p f u l .  O u r e x i s t i n g  i n s t i t u ­

t i o n s ,  a s  w e l l  a s  n a t i o n a l  g o v e rn m e n ts ,  can  a l s o  

p r o v id e  d i r e c t  t e c h n i c a l  a s s i s t a n c e  to  b i l a t e r a l  

and  r e g i o n a l  a s s i s t a n c e  p ro g ra m s  o f  p r o d u c e r s  to  

a c h ie v e  a h ig h  l e v e l  o f  a s s i s t a n c e  a s  r a p i d l y  a s  

p o s s i b l e .

4. A  l a r g e r  p ro d u c e r  s h a re  i n  p la n n e d  w o r ld  and  r e g i o n a l  

b an k  b o r r o w in g s .

T h e se  i n s t i t u t i o n s ,  i n s t e a d  o f  f l o a t i n g  i s s u e s  

on  th e  w o r ld  c a p i t a l  m a rk e t s ,  w o u ld  o f f e r  b o n d s  a t  

r e a s o n a b le  r a t e s  t o  o i l - p r o d u c e r  n a t i o n s .
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5 . A  r e c h a n n e l in g  o f  l o a n s  f ro m  e x i s t i n g  o i l - p r o d u c e r  

lo a n  r e c i p i e n t s  —  who now  h ave  m ore f u n d s  th a n  

th e y  ca n  a b s o rb  d o m e s t i c a l l y  —  to  th e  p o o r  n a t io n s .

Newly affluent countries can afford prepayment of 
past loans, and should be less dependent on new loans.
The p o t e n t i a l  f o r  a  r e c h a n n e l in g  o f  lo a n s  i n  th e se  

w ays i s  s u b s t a n t ia lo

6 0  B e yo nd  th e  r e d i r e c t i o n  o f  p la n n e d  b o r r o w in g ,  th e  

W o r ld  B ank  a l r e a d y  h a s  g u a ra n te e  c a p i t a l  s u f f i c i e n t  

t o  p e rm it  l a r g e r  le n d in g  and  l a r g e r  b o r r o w in g  i n  

p r o d u c e r s *  m a rk e t s .  L e n d in g  f ro m  o r d in a r y  c a p i t a l  

r a i s e d  i n  t h i s  m anner c o u ld  be  a p p r o p r ia t e  f o r  some 

LDC* s ,  who c a n  a f f o r d  t o  p a y  lo a n s  a t  n e a r  m a rke t 

r a t e s  p r o v id e d  th e  rep aym en t te rm s a re  lo n g .

I  m u st  s t r e s s  t h a t  a lm o s t  a l l  o f  th e  above  m e a su re s  in v o lv e  

lo a n s  - -  n o t  g r a n t s ,  n e a r - g r a n t s ,  o r  h e a v i l y  c o n c e s s io n a l  term s.

The p o o r e s t  n a t i o n s  r e q u i r e  a m a jo r  d i r e c t  e f f o r t  t o  o f f s e t  the 

d e v a s t a t in g  im p a c t  o f  h ig h e r  o i l  p r i c e s .  The o f f s e t  m ust come 

f i r s t  i n  th e  fo rm  o f  lo w e r  p r i c e s  and  th e n  fro m  g r a n t  a id .  

I n d u s t r i a l  n a t i o n s  c a n  and m ust be  e x p e c te d  to  c o n t r ib u t e  i n  

h i s t o r i c a l  l e v e l s  o f  m oney, i n s t i t u t i o n a l  e x p e r t i s e  and  techno logy  

t o  m ix  w i t h  A ra b  f u n d s  i n  p r o v id i n g  th e  t o o l s  t o  h e lp  th e se  

p o o r e s t  n a t i o n s  do th e  j o b .

ic-k&'kie-k'k-k

T h i s  th e n  b r i n g s  me b a c k  t o  w here  I  s t a r t e d .  I n  a way, 

th e  p ro b le m  i s  a  l a r g e  one  a s  e v e ry o n e  t e l l s  e ach  o t h e r .  Cooperation 

i s  e s s e n t i a l ,  a s  e ve ry o n e  t e l l s  e a c h  o t h e r ,  b u t  a t  th e  s a m e  time I 

t h i n k  we s t i l l  n e e d  t o  keep  r e m in d in g  e a ch  o t h e r  t h a t  cooperatio *
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h a n d l in g  t h i n g s  w i t h  a s e n se  o f  b a la n c e ,  f i n a n c i a l l y ,  i s  

not a s u b s t i t u t e  f o r  c h a n g in g  th e  p ro b le m  so  t h a t  th e  

p rob lem  i s  m ore m a n a ge a b le . T h e re  i s  no  way to  p r i n t  up  

money and  u s e  i t  to  "p a p e r  o v e r "  a r e a l  p ro b le m . We m ust fa c e  

the r e a l  p ro b le m  i n  i t s  own te rm s and  do e v e r y t h in g  we can  

to s o lv e  i t .  T hank  yo u  M r.  C h a irm a n .

k  k  k
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OIL, OTHER SHORTAGES AND THÈ 
ECONOMIC AND FINANCIAL OUTLOOK

The United States, its major trading partners and other 
countries are presently confronted with extraordinary economic 
policy problems which will involve ramifications of a world­
wide nature. Before addressing these, it might be well to 
consider at the outset those problems which directly bear on 
this country and subsequently attend to some international 
aspects.

Prior to the oil embargo, the domestic economic policy 
of the U.S. related to the need for cooloff of the U.S. 
economy from a growth rate during the first half of 1973 
that was too high to be sustained without major inflationary 
consequences. However, at midyear 1973»hopes were high that 
a soft landing" of the economy in 1974 was well within the 
realm of achievement under the circumstances then prevailing 
and the economic policies then in place. That prospect for 
1974 had envisaged a cooloff in the real GNP growth rate to 
about 3%, which compared with 67„ in 1973. In this process, if 
it were to develop, some considerable diminishment in the rate 
°f inflation could be expected from very high rates in the 
general area of 8%, annual rate, during the last part of 1973 
and first half of 1974 to a rate approximately half that by 
the end of 1974.
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T h o se  h o p e s  r e s t e d  on  th e  f o l l o w in g  g e n e r a l  c o n s id e r a t io n s  
many o f  w h ic h  c o n t in u e  to  a p p ly  e ve n  u n d e r  th e  ch an ge d  econom ic 
c o n d i t io n s  t h a t  have  s in c e  e v o lv e d  f o r  1974 . The f a c t o r s  o f  
e x p a n s io n  w h ic h  su p p o r te d  t h i s  " s o f t  l a n d i n g "  c o n c e p t  w ere:

• An  o n g o in g  c a p i t a l  g o o d s  boom, one w h ic h  show s no s ig n  
o f  d im in is h e d  v i g o r  i n  1974 . T h a t  v i g o r  h a s  been  in d ic a t e d  by 
the  b ro a d  a r r a y  o f  r e le v a n t  f i g u r e s  w h ic h  in c lu d e  the  
a p p r o p r ia t i o n s  s u r v e y s ; th e  b a c k lo g  o f  o r d e r s  f o r  p ro d u c e r s *  
c a p i t a l  g o o d s ;  th e  r e c e n t  d e c i s i o n s  to  e xp and  c a p i t a l  good s 
o u t l a y  by  the  e n e rg y  i n d u s t r i e s  and th o se  o u t la y s  in te n d e d  
to w a rd s  c o n s e r v a t io n  o f  e n e rg y ;  e t c .

• The r e l a t i v e l y  low  r a t i o  o f  i n v e n t o r i e s  to  s a l e s  - -  
one w h ic h  needed , and c o n t in u e s  to  need , c o n s id e r a b le  
re d re s sm e n t  to  g e t  b a c k  to  a more c o m fo r ta b le  r e l a t i o n s h i p .  
(Some f i n e l y  sp u n  t h e o r ie s  o f  p e s s im i s t s  r e c e n t l y  have  emerged 
w h ic h  s u g g e s t e d  an a p p a re n t  i n v o l u n t a r y  a c c u m u la t io n  i n  
Novem ber, a p a r t  from  a u to m o b ile s ;  b u t  the  Decem ber 1973 f ig u re s ,  
r e le a s e d  to d a y ,  show  no s u p p o r t  a t  a l l  f o r  t h a t  p o s i t i o n . )

• The v e r y  h ig h  u t i l i z a t i o n  r a t e  o f  the  econom y, s t r a ig h t  
t h ro u g h  th e  end o f  1973 . T h i s  was m ost c o n s p ic u o u s  w ith  
r e s p e c t  to  th e  p r e s s u r e  on f a c i l i t i e s  to  p ro d u ce  m a jo r  
m a t e r i a l s  ( s t e e l ,  a lum inum , cem ent, p a p e r ,  p e t ro le u m  r e f in in g ,  
e t c . )  b u t  a l s o  e x t e n d in g  to  s e m i - f i n i s h e d  and f i n i s h e d  
p r o d u c t s .  I n  a d d i t i o n ,  th e  W h a rto n  in d e x  o f  o p e r a t in g  r a t e s
i n  m a n u fa c t u r in g  and m in in g ,  a t  96%  i n  th e  f o u r t h  q u a r t e r ,  
w ou ld  a p p e a r  t o  be s u g g e s t i v e  o f  the  h ig h  d e g re e  o f  p re s s u re  
th e n  b e in g  e x e r t e d  on th e  econom y.

• S h o r t a g e s  o f  many n o n - o i l  c o m m o d it ie s  and  lo n g  d e la y s  in  
d e l i v e r y  t im e s .  T h i s  was c l e a r l y  a r e sp o n se  to  th e  ove r-h ea ted  
demand p r e v a i l i n g  i n  th e  U .S .  econom y.

A c c o r d in g l y ,  th e  p r i n c i p a l  c h a r a c t e r i s t i c  o f  e xp ec ted  
1974  d e ve lo p m e n ts  p r i o r  to  th e  o i l  b o y c o t t  was t h a t  the  
econom y was r u n n in g  o u t  o f  room  to  grow . The " s o f t  la n d in g "  
f o r e c a s t  o f  a 3% g a in  i n  r e a l  g ro w th  f o r  1974  - -  h a l f  o f  1973 
g ro w th  - -  was b o th  a hope and an  e x p e c t a t io n  t h a t  the  economy 
c o u ld  make t h i s  a d ju s tm e n t  to  c o o l o f f  w it h  l i t t l e  o r  no r i s k  
o f  r e c e s s io n .  F i s c a l  and  m o n e ta ry  p o l i c y  a p p e a red  ge a re d  to 
a c c o m p lis h  t h i s  o b j e c t iv e .
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O f c o u r s e ,  th e  o i l  c r i s i s  h a s  changed  some a s p e c t s  o f  
the econom ic  o u t lo o k ,  b u t  i t  h a s  n o t  c o m p le t e ly  t r a n s fo rm e d  
i t .  The n e r v o u s n e s s  o f  the  s t o c k  m a rke t  w o u ld  a p p e a r  to  be 
an e x a g g e ra te d  r e sp o n se  to  c a l a m i t i e s  w h ic h  may n e v e r  d e v e lo p  
to s u b s t a n t ia t e  t h a t  d e g re e  o f  d e c l in e  i n  th e  p r i c e  o f  
e q u i t ie s .  The p ro p h e t s  o f  doom who had  f o r e c a s t  t h a t  e conom ic  
grow th w ou ld  r e s u l t  i n  unem ploym ent r a t e s  o f  170 to  8% i n  1974  
a lm ost s u r e l y  w i l l  be show n to  have  m is s e d  th e  t a r g e t  b y  f a r .

T h i s  i s  n o t  t o  s a y  t h a t  th e  o i l  s u p p ly  d e f i c i e n c y  h a s  
not meant t h a t  th e  f o r e c a s t s  need n o t  be r e v i s e d .  In d e e d ,  
they have  been  ch an ge d  a lo n g  th e  f o l l o w in g  l i n e s :

• I n  te rm s o f  r e a l  GNP g ro w th ,  the  e xp e c te d  3% in c r e a s e  
f o r  1974 h a s  been  r e v i s e d  down to  170.

• The unem ploym ent r a t e  w h ic h  had been  e x p e c te d  to  c l i n g  
to 5% i n  1974  may now r i s e  a b o u t  1/2%  m ore. The h i g h e s t  r a t e  
o f unem ploym ent m ig h t  be re a ch e d  e a r l y  i n  the  y e a r ,  when the  
im pact o f  the  o i l  s h o r t a g e  on the  econom y w ou ld  be g r e a t e s t .

• The GNP d e f l a t o r  w h ich  had been  e x p e c te d  to  show  
growth o f  6% w o u ld , i n  th e  new c ir c u m s t a n c e s ,  r i s e  1% more th a n  
tha t. (B u t  h e re  I  w ou ld  c a u t io n  a g a in  t h a t  y e a r l y  a v e ra g e s
are m is le a d in g ;  the  r a t e  o f  i n f l a t i o n  i n  the  f i r s t  h a l f  o f  
1974 m ig h t  be tw ic e  t h a t  i n  th e  se co n d  h a l f . )

P e rh a p s ,  th e  s p i r i t  o f  the  r e v i s e d  f o r e c a s t s  f o r  1974  
m ight be b e s t  c a p t u re d  by  r e c o g n i t i o n  t h a t  demand g e n e r a l l y ,  
w ith  the  o u t s t a n d in g  e x c e p t io n  o f  h o u s in g ,  h a s  rem a ined  v e r y  
s t ro n g  and t h a t  i t  i s  e x p e c te d  to  s t a y  f a i r l y  v i g o r o u s  i n  the  
ba lance  o f  1974 .

M o st  im p o r ta n t  o f  a l l ,  f o l l o w in g  an  i n t e r v a l  when 
the  s t r u c t u r e  o f  p r o d u c t io n  becom es a d a p te d  to  the  
s t r u c t u r e  o f  demand, r e a l  g ro w th  i n  th e  U .S .  econom y 
may be e x p e c te d  t o  resum e a t  a s a t i s f a c t o r y  p a c e .

A g a in s t  t h i s  p e r s p e c t i v e ,  lo w e re d  r e a l  g ro w th  i n  1974  w i l l  
be s u p p ly ,  r a t h e r  th a n  demand, c o n s t r a in e d .  T h a t  i s  an  
im portan t c o n s id e r a t io n .  I f  t h a t  w ere s o ,  th e n  th e  e conom ic  
p o l ic y  re m e d ie s  t o  be a p p l ie d  w o u ld  be q u it e  d i f f e r e n t  th a n  

demand i n s u f f i c i e n c y  p r e v a i l e d .
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The r e q u i r e d  a d ju s tm e n t  on  th e  s u p p ly  s id e  i s  se e n  m ost 
d r a m a t i c a l l y  i n  th e  a u to m o b ile  i n d u s t r y ,  w here  th e  s h o r t a g e  o f 
s m a l l  c a r s  h a s  c r e a t e d  th e  a p p e a ra n ce  o f  re d u ce d  t o t a l  demand 
f o r  c a r s .  B e c a u se  th e y  a re  com p lem en ta ry  p r o d u c t s  - -  and due 
t o  the  s h o r t a g e  —  con su m e r s p e n d in g  on g a s o l i n e  and  r e la t e d  
p r o d u c t s  h ave  a l s o  d e c l in e d .

O n ly  one ro u g h  a d ju s tm e n t  n e e d s  t o  be made to  show  th a t  
demand and g ro w th  i n  the  econom y re m a in e d  s t r o n g  s t r a i g h t  
t h ro u g h  th e  end o f  1973  and  i n t o  e a r l y  1974 . I f  th e  s u p p ly -  
c o n s t r a in e d  e le m e n ts  o f  a u to m o b ile s  and  p u r c h a s e s  o f  g a s  are  
e l im in a t e d ,  r e a l  GNP g ro w th  i n  th e  f o u r t h  q u a r t e r  r o s e  a t  an 
a n n u a l r a t e  o f  3 .4 % ,  w h ic h  i s  v e r y  c lo s e  to  th e  3 .8 %  a ve ra ge d  
i n  th e  p r e c e d in g  two q u a r t e r s .  ( T h i s  i s  i n  c o n t r a s t  to  the 
t o t a l  GNP g ro w th  r a t e  o f  1 .3 %  i n  th e  f o u r t h  q u a r t e r .  A g a in s t  
th e  p e r s p e c t i v e  o f  3 .6 %  I n  th e  t h i r d  q u a r t e r  and 2 .4 %  i n  the 
se c o n d ,  some have  c o n c lu d e d  w r o n g ly ,  I  b e l i e v e ,  t h a t  the  U.S. 
h a s  been  e x p e r ie n c in g  a ’’g ro w th  r e c e s s i o n "  s in c e  th e  f i r s t  
q u a r t e r  o f  1 9 7 3 . )

When c o n v e r t e d  f o r  s u p p ly  d e f i c i e n c i e s ,  g ro w th  i n  re a l 
con su m e r e x p e n d it u r e s  a l s o  show s l i t t l e  change  i n  the 
r a t e  o f  g ro w th  —  a b o u t  3%, a n n u a l r a t e .  The 
J a n u a r y  1974  r e t a i l  s a l e s  f i g u r e s  j u s t  a v a i l a b l e  
a l s o  show  t h i s  t r e n d .

H a v in g  n o te d  a l l  t h i s ,  t h e re  w ou ld  s t i l l  re m a in  the  
u n d e n ia b le  f a c t  t h a t  i n d u s t r i a l  p r o d u c t io n  d id  b e g in  to  f a l t e r  
and t h a t  unem ploym ent s t a r t e d  to  r i s e  i n  l a t e  1973 and 
in c r e a s e d  s h a r p l y  i n  e a r l y  1974 . Much o f  t h a t  r i s e  i n  
unem p loym ent, I  w ou ld  s u g g e s t ,  r e g i s t e r s  the  f a c t  t h a t  the 
p r o d u c t i o n - p o s s i b i l i t i e s  f o r  the  econom y have  become more 
l im i t e d .  ( F o r  th o se  o f  y o u  s t i l l  f a m i l i a r  w it h  the  sta n d a rd  
t e x t b o o k s ,  the  " p r o d u c t i o n - p o s s i b i l i t i e s  c u r v e "  h a s  stopped  
s h i f t i n g  to  the  r i g h t ,  a s  i t  n o r m a l ly  d oe s i n  r e sp o n se  to  a 
g r o w in g  la b o r  f o r c e  and h ig h e r  p r o d u c t i v i t y . )

The reduced p r o d u c t io n - p o s s ib i l i t ie s  fo r  the N ation  
r e s u l t  from the fo l lo w in g  fa c to r s :

• To b e g in  w it h ,  n o n - o i l  s h o r t a g e s  a l r e a d y  had re d u c e d  
th e  room  to  g row  i n  1973 .

• The sh o rtage  o f o i l ,  i t s e l f ,  would make le s s  U .S. 
p ro d u c t io n  p o s s ib le  - -  c le a r ly  t h i s  would be so in  terms of 
the "v a lu e  added" to  the im ported o i l .
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• The p r o d u c t io n  and  s a le  o f  s e r v i c e s  c o n n e c te d  w it h  
these  p r o d u c t s  w ou ld  a l s o  d e c l in e  - -  g a s  s t a t i o n  a c t i v i t i e s ,  
e tc.

• T h e re  w o u ld  a l s o  be a t h r e a t  to  th e  p r o d u c t io n  o f  
c e r t a in  p r o d u c t s .  ( H o p e f u l l y ,  t h a t  a s p e c t  m ig h t  be m in im iz e d  
by the  c o n s e r v a t io n  and a l l o c a t i o n  p ro g ra m s - -  a s  w e l l  a s  b y  
h ig h e r  p r i c e s . )  C e r t a i n l y ,  l a r g e  c a r s  now need  to  be c o n s id e r e d  
o u t s id e  the  p r o d u c t i o n - p o s s i b i l i t i e s  c u rv e .  W h ile  la r g e  c a r s  
are n o t  q u it e  i n  th e  same c a t e g o r y  a s  "b u g g y  w h ip s , "  th e y  a re  
c le a r l y  n o t  i n  demand. I n  a d d i t i o n ,  the  demand f o r  h o t e l s ,  
m o te ls ,  and o t h e r  r e la t e d  a c t i v i t i e s  w o u ld  d im in i s h .  The 
su p p ly  i s  t h e re  - -  b u t  th e y  a re  "c o m p le m e n ta ry "  g o o d s  and 
s e r v ic e s  and  c l e a r l y  a re  s u p p ly - in d u c e d  r e d u c t io n s  o f  
e x p e n d itu re s .

B u t ,  i f  th e  s u p p ly  o f  th e se  e n e rg y  and e n e r g y - r e la t e d  
item s i s  n o t  a v a i l a b l e ,  c o u ld  n o t  s u p p l i e s  o f  o t h e r  ite m s  be 
expanded and s e r v e  a s  s o u r c e s  o f  in c r e a s e d  e conom ic  g ro w th ?
I f  unem ployed  r e s o u r c e s  a re  a v a i l a b l e ,  why s h o u ld  n o t  th e y  
be put to  w o rk  by  m eans o f  G overnm ent p ro g ra m s and th e re b y  
c o n t r ib u te  t o  g ro w th ?

The p ro b le m  w it h  t h a t  p r o p o s a l  i s  t h a t  i t  w ou ld  ta k e  
time. The t r a n s f e r a b i l i t y  o f  r e s o u r c e s  i s  n o t  e a s y  - -  in d e e d ,  
i t  i s  v e r y  d i f f i c u l t .  The a u to  w o rk e r  d oe s n o t  e a s i l y  a d a p t 
to a s t e e l  o r  t e x t i l e  m i l l ,  w here  em ploym ent demands a re  
s t ro n g .  The g a s - s t a t i o n  a t t e n d a n t  may n o t  f i n d  i t  e a s y  t o  g e t  
o the r s k i l l e d  o r  u n s k i l l e d  em ploym ent. I n  o t h e r  w o rd s ,  th e  
s t r u c t u r a l  b a r r i e r s  t o  th e  movement o f  unem p loyed  econom ic  
re so u rc e s  a re  v e r y  la r g e .

I f  t h i s  a n a l y s i s  i s  c o r r e c t ,  th e n  a q u e s t io n  a r i s e s  w it h  
re sp e c t  to  w hat m ig h t  be done to  a m e l io r a t e  th e  s i t u a t i o n .
There might be two approaches arising out of this analysis of 
a worsening in the production-possibilities for the economy.
The f i r s t  o f  th e se  d o e s n o t  r e q u i r e  G overnm ent a c t io n  b e c a u se ,  
to a la r g e  d e g re e ,  th e  s i t u a t i o n  i s  s e l f - c o r r e c t i n g  and , in d e e d ,  
the seed s f o r  s e l f — c o r r e c t i o n  e x i s t .

• The low  p o in t  o f  th e  F re e  W o rld  o i l  p r o d u c t io n  seem s 
to have been re a c h e d  i n  Novem ber; s in c e  th e n  p r o d u c t io n  h a s  
in c re a se d  and a p p e a r s  t o  be i n  l i n e  w it h  c o n su m p t io n  (w h ic h  
has been re d u c e d ) .
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• I f  th e  p ro b le m  i s  one o f  s h o r t a g e  o f  s m a l l  c a r s ,  

the  c o n v e r s io n  o f  f a c i l i t i e s  to meet t h a t  i s  i n  p r o c e s s .  B y  
A p r i l  and M ay , a s i g n i f i c a n t  p o r t i o n  o f  l a r g e - c a r  p r o d u c t io n  
f a c i l i t i e s  m ig h t  be c o n v e r t e d .

• The u n c e r t a i n t i e s  r e g a r d in g  g a s o l i n e  may w e l l  have  
been  c le a r e d  up  by  th e  s p r in g .  T h i s  m ig h t  c a u se  some p ic k u p  
i n  l a r g e - c a r  p u r c h a s e s .  I n  a d d i t i o n ,  t h i s  m ig h t  chan ge  the  
o u t lo o k  on s p e n d in g  f o r  a u t o - r e l a t e d  g o o d s  and  s e r v i c e s  - -  
t h a t  on  m o t e ls ,  h o t e l s ,  v a c a t io n s ,  e t c .

• Two good  c ro p  h a r v e s t s  s h o u ld  h e lp  t o  re d u ce  foo d  
s h o r t a g e s .

• F i n a l l y ,  t h e re  i s  ag reem en t among m ost f o r e c a s t e r s  that 
th e  se c o n d  h a l f  o f  1974  w i l l  show  much s t r o n g e r  econom ic  
g ro w th  b e c a u se  th e  c a p i t a l  g o o d s  boom now i n  p r o g r e s s  w i l l  
s t i l l  be g o in g  s t r o n g ,  h o u s in g  s t a r t s  w i l l  a g a in  be r i s i n g  
b e ca u se  th e  c u r r e n t  c o n g e s t io n  i n  h o u s in g  m a rk e ts  w i l l  have 
c le a r e d  up and the  F e d e r a l  f i s c a l  p o s i t i o n  m ig h t  be l e s s  
r e s t r i c t i v e  th a n  e a r l i e r ,  w it h o u t  a d d i t i o n a l  s t im u la t i v e  
a c t io n .

The r o le  o f  go ve rn m e nt p o l i c y  i n  a f f e c t i n g  e conom ic  growth 
w i l l  be m ore d i f f i c u l t .  I f  th e  f o r e g o in g  a n a l y s i s  i s  c o r r e c t ,  
th e n  th e  s t a n d a rd  s t im u la t i v e  m e a su re s  o f  t a x  r e d u c t io n  m ight 
c l e a r l y  be in a p p r o p r ia t e .  I f  the  r e a l  g ro w th  p o t e n t i a l  i s  
re d u c e d ,  a d d i t i o n s  to  p u r c h a s in g  pow er by  t h i s  m eans m ig h t  
r e s u l t  more i n  i n f l a t i o n  th a n  i n  a n y t h in g  w h ic h  w ou ld  promote 
r e a l  g ro w th ,  and th e  i n f l a t i o n  i s  bad  enough  now.

S h o u ld  the  G overnm ent do n o t h in g  a s  unem ploym ent r i s e s ?  
T h a t ,  t o o ,  w ou ld  be c l e a r l y  u n d e s i r a b le .  The f o l l o w in g  ste p s  
m ig h t  be c o n s id e r e d  —  s h o u ld  th e y  become n e c e s s a r y .

• M o n e ta ry  p o l i c y  m ig h t  be r e s p o n s iv e  t o  w h a te ve r  
d e v e lo p s .  H o u s in g  m ig h t  be m ost d i r e c t l y  a f f e c t e d  by  t h i s ,  
b u t  a s  n o te d  e a r l i e r ,  t h e re  i s  a c u r r e n t  c o n g e s t io n  i n  h o u s in g  
m a rk e t s .  B u t ,  o t h e r  b e n e f i t s  m ig h t  d e v e lo p ,  a lt h o u g h  i t  i s  
d i f f i c u l t  t o  s p e c i f y  them i n  a d va nce .

• The unem ploym ent in s u r a n c e  s y s te m  n e e d s  s t r e n g th e n in g  
w it h  r e s p e c t  to  c o v e ra g e ,  d u r a t io n  and  l e v e l .

• Some sp e e d -u p  i n  p u b l i c  w o rk s  p r o j e c t s  m ig h t  be 
d e s i r a b l e .
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T u r n in g  to  i n t e r n a t i o n a l  a s p e c t s ,  th e  p ro b le m s  a f f e c t i n g  
r e a l  g ro w th  i n  th e  i n d u s t r i a l i z e d  n a t io n s  o f  th e  w o r ld  a re  
s im i l a r  to  th o se  i n  th e  U . S . , b u t  w it h  th e  d i f f e r e n c e  t h a t  t h e re  
would be m ore p ro n o u n c e d  e f f e c t s  i n  th o se  c o u n t r ie s  w hose o i l  
d e f i c ie n c ie s  w ere g r e a t e r .  T h o se  c o u n t r i e s ,  t o o ,  w o u ld  fa c e  th e  
problem  o f  a d ju s tm e n t s  t o  re d u c e d  s u p p ly  and t h e r e f o r e ,  re d u ce d  
g row th .

B u t ,  b y  and  l a r g e ,  m o st c o n t in e n t a l  c o u n t r ie s  
have n o t  e x p e r ie n c e d  c u t b a c k s  i n  p r o d u c t io n  due to  o i l  
s h o r ta g e s ,  p e r  s e ,  th o u g h  some c o u n t r ie s  l i k e  the  U .K . a re  
e x p e r ie n c in g  d i f f i c u l t i e s  a r i s i n g  o u t  o f  o t h e r  p ro b le m s.

M ore  p s y c h o l o g i c a l  th a n  r e a l ,  b u t  n e v e r t h e le s s  c r e a t i n g  
much u n c e r t a in t y  on  th e  p o s s i b l e  m a gn itu d e  a re  s o - c a l l e d  
in d i r e c t  e f f e c t s  on  s p e n d in g  i n  th e  i n d u s t r i a l i z e d  n a t io n s .
These e f f e c t s  a r i s e  from  ( 1 )  th e  f e a r  t h a t  o i l  s u p p l i e s  m ig h t  
a ga in  be c u t ,  and ( 2 )  t h a t  a s  a r e s u l t  o f  ch an ge d  p r i c e  
r e l a t i o n s h ip s  o f  o i l  and  o t h e r  c o m m o d it ie s  a f f e c t e d  b y  o i l ,  
sp end in g  on  a u to m o b ile s  and  g a s ,  e t c .  - -  much th e  same a s s o r t ­
ment o f  g o o d s  t h a t  m ig h t  be e n d a n ge re d  i n  th e  U .S .  - -  w ou ld  be 
lowered.

B u t,  j u s t  a s  t h e re  i s  e xp e c te d  to  be o n ly  te m p o ra ry  
in t e r r u p t io n  to  r e a l  g ro w th  i n  the  U . S . ,  th e  ad e q u a cy  o f  o i l  
s u p p l ie s  g e n e r a l l y  i n  E u ro p e  - -  and  th e  l i f t i n g  o f  p r e v i o u s l y  
engendered u n c e r t a in t y  - -  s h o u ld  a s s u r e  r e su m p t io n  o f  g ro w th  
ra te s  l a t e r  i n  1 9 7 4 , i n  my o p in io n .

The p r i n c i p a l  f e a r  t h a t  h a s  em erged a b o u t  r e a l  g ro w th  
p ro sp e c ts  i s  t h a t  th e  la r g e  in c r e a s e  i n  th e  p r i c e  o f  o i l  
would red uce  r e a l  in c o m e s,  j u s t  a s  a t a x  in c r e a s e  m ig h t ;  and  
that t h i s  w o u ld  r e s u l t  i n  th e  s t a n d a rd  K e y n e s ia n  r e p e r c u s s io n s  
of reduced  s p e n d in g  by  c o n su m e rs  and g e n e ra te  re d u c e d  b u s in e s s  
spend ing  on c a p i t a l  g o o d s .

I n  my p e r s o n a l  v ie w ,  t h i s  i s  to o  m e c h a n is t ic  t o  be 
accepted a s  th e  b a s i s  f o r  a f o r e c a s t  o f  th e  c o u r s e  o f  econom ic  
a c t iv i t y .  I f  a n y t h in g  h a s  to  be le a rn e d  a b o u t  th e  e f f e c t  o f  
the income t a x  s u r c h a r g e  im posed  i n  th e  U .S .  i n  1 968 , i t  s h o u ld  
he th a t  the  r e a c t io n  o f  a p a r t i c u l a r  con sum er s p e n d in g - s a v in g
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p a t t e r n  i s  u n c e r t a in .  M uch w o u ld  depend on w h e th e r  th e  h ig h e r  
o i l  p r i c e  ( th e  s o - c a l l e d  t a x )  i s  c o n s id e r e d  te m p o ra ry  o r  
p e rm a n en t; and w hat m o n e ta ry  p o l i c i e s  a re  b e in g  p u r su e d  b y  the 
c o u n t r ie s  in v o lv e d .

On th e  o t h e r  h and , th e  e f f e c t  o f  th e  o i l  p r i c e  r i s e  on the 
p o o r  c o u n t r ie s  o f  th e  w o r ld  w o u ld  be q u i t e  d i f f e r e n t  - -  perhaps 
c a t a s t r o p h i c  i n  some c a s e s .  They  do n o t  have  the  fu n d s  to  pay, 
n o r  the  m eans to  b o rro w , the  r e q u i r e d  vo lum e  r e s u l t i n g  from  the 
h ig h e r  p r i c e  o f  o i l .  S t a r v a t i o n  m ig h t  be one r e s u l t  o f  t h i s  
o i l  c r i s i s  i n  some c o u n t r ie s .

The f i n a n c i a l  s i t u a t i o n  w it h  r e s p e c t  to  th e  d e ve lo p e d  
c o u n t r i e s  i s  l e s s  c r i t i c a l  b u t  s t i l l  m a n a ge a b le , i f  th e re  i s  
i n t e r n a t i o n a l  c o o p e r a t io n  to  p re v e n t  i n s t a b i l i t y .  C u r re n t  
d e f i c i t s  on  i n t e r n a t i o n a l  a c c o u n t s  o f  d e ve lo p e d  c o u n t r ie s  
m ig h t  be w o rsen ed  b y  t e n s  o f  b i l l i o n s  - -  th e  e x a c t  am ount i s  
u n c e r t a in  b e ca u se  the  p r o j e c t i o n  o f  o i l  p r i c e s  i s  u n c e r t a in .
O i l  p r o d u c in g  n a t io n s  m ig h t  g a in  $50  b i l l i o n  o r  so  i n  1974.

T h e re  i s  a h o p e fu l  s id e  t o  t h i s  t r a n s f e r  o f  o w n e rsh ip  
o f  f i n a n c i a l  a s s e t s  t o  the  o i l  p r o d u c in g  c o u n t r ie s .  I f  the se  
n a t io n s  do w hat th e y  have  done i n  the  p a s t ,  the  money th a t  
the  o i l  e x p o r t in g  c o u n t r ie s  w i l l  a c c ru e  w h ic h  i s  n o t  sp e n t 
f o r  e x p o r t s  w i l l  f lo w  b a c k  i n t o  E u r o - c u r r e n c ie s .  The g re a te s t  
p a r t  o f  th e se  new r e s e r v e s  w i l l  f i n d  t h e i r  way i n t o  d e p o s it s  
i n  th e  E u ro -m a rk e t .

O f c o u r s e ,  th e  f i n a n c i a l  r e p r e c u s s io n s  m ig h t  s t i l l  be 
s u b s t a n t i a l .  M uch  w ou ld  depend on how th e  E u ro p e a n  b an k s 
w o u ld  h a n d le  th e se  in c r e a s e d  d e p o s i t s  and w h e th e r  th e y  would 
le n d  them to  c o u n t r ie s  i n  d e f i c i t .  A n o th e r  f a c t o r  i s  the  
u n c e r t a in t y  o f  d i r e c t i o n  i n  w h ic h  t h i s  i n f l o w  o f  in ve stm e n t  
m ig h t  go . The s i z e  o f  e ach  c o u n t r y * s  o i l  d e f i c i t  i s  n o t  
c l e a r .

S t i l l ,  th e  p ro b le m  m ig h t  w o rk  i t s e l f  o u t  f o r  the  d e v e lo p e d  
c o u n t r i e s ,  i f  p r i v a t e  m a rk e ts  a re  p e rm it te d  to  f u n c t io n ,  
su p p lem en te d  by o f f i c i a l  b o r r o w in g ,  where n e c e s s a r y .  O f c o u rs e , 
i n t e r n a t i o n a l  c o o p e r a t io n  t h ro u g h  in t e r g o v e rn m e n t a l  b o rro w in g , 
th e  IM F ,  u se  o f  swap l i n e s ,  e t c . ,  w ou ld  a l s o  be needed.

P e rh a p s  th e  p r i n c i p a l  human p ro b le m  t h a t  a p p e a rs  
c r i t i c a l  i s  t h a t  o f  the  l e s s  d e ve lo p e d  c o u n t r ie s .

ooOoo
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FOR IMMEDIATE RELEASE February  14, 1974

ANTIDUMPING INVESTIGATION IN IT IA T ED  
ON 45 R.P.M . FLAT SPINDLE ADAPTERS 

FROM THE UNITED KINGDOM

The T reasu ry  Department announced today the i n i t i a t i o n  
of an antidum ping in v e s t ig a t io n  on im ports  o f  45 R .P.M . f l a t  
spindle ad ap te rs  from  the U n ited  Kingdom. T h is  adap ter f i t s  
over the sp in d le  o f  a reco rd  changer thereby e n a b lin g  the  
automatic p la y  o f  45 R.P.M . re c o rd s .

N otice  o f  t h i s  a c t io n  w i l l  be p u b lish e d  in  the F e d e ra l 
Register o f  February  15, 1974.

The T reasu ry  D epartm en t's  announcement fo llo w e d  a summary 
in v e st iga t io n  conducted by the U .S . Customs S e rv ic e  a f t e r  
receipt o f a co m p la in t a l le g in g  th a t  dumping was o c c u r r in g  in  
the United S t a te s .  The in fo rm a tio n  re ce ive d  tends to  in d ic a te  
that the p r ic e s  o f  the m erchandise s o ld  fo r  e x p o rta t io n  to  the  
United S ta te s  are  le s s  than  the home m arket p r ic e s .

During ca le n d a r  year 1973, im ports o f  these  ad ap te rs  
from the U n ited  Kingdom were e stim ated  a t  ap p rox im ate ly  
$1 m illio n .
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p  OF ACCEPTED 
PTITIVE BIDS:

High
Low
Average

RELEASE 6:30 P.M. February 15, 1974

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $ 2.5131x11011 of 13-week Treasury bills and for $1.8 billion 
|£6-week Treasury bills, both series to be issued on February 21, 1974, were 
fened at the Federal Reserve Banks today. The details are as follows:

13-week bills 
maturing May 23, 1974

26-week bills 
maturing August 22. 1974

Price
Equivalent 
annual rate Price

Equivalent 
annual rate

98.230
98.219
98.226

7.002%
7.046%
7.018% H

96.580 a/
96.558
96.569

6.765%
6.808%
6.787%

p  E x c e p t in g  1 t e n d e r  o f  $ 5 , 0 0 0 , 0 0 0

Tenders at the low price for the 13-week bills were allotted 41%. 
Tenders at the low price for the 26-week bills were allotted 18%.

fAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: 
district Applied For
Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 

Louis
Minneapolis 
Kansas City 
Balias
San Franciscc

$ 49,620,000
3,292,435,000

58.935.000
39.270.000
47.945.000
22.180.000

272,995,000
52.405.000
25.475.000
43.830.000
34.700.000 

> 192.655.000

i/

\l I C1U<̂es f 9,600,000 noncompetitive tenders accepted at the average price, 
hy Uaes $138,155,000 noncompetitive tenders accepted at the average price.
^ ! 9/â s are on a discount basis. The equivalent coupon issue yields

e • % for the 13-week bills, and 7.13 % for the 26-week bills.

TOTALS $4,132,445,000

Accepted Applied For Accepted
$ 32,815,000 $ 24,510,000 $ 7,510,000
2,062,250,000 2,734,715,000 1,454,810,000

33,785,000 31,095,000 6,095,000
36,950,000 27,260,000 15,190,000
28,080,000 29,925,000 9,685,000
18,530,000 21,125,000 10,115,000

108,260,000 324,015,000 172,765,000
26,805,000 37,730,000 10,920,000
7,295,000 32,040,000 2,720,000

34,765,000 19,695,000 11,870,000
15,700,000 24,045,000 8,020,000
96,265,000 229,810,000 90,410,000

$2,501,500,000 b/ $3,535,965,000 $1,800,110,000
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REMARKS BY TEE HONORABLE JOHN C. SAWHILL 
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LOS ANGELES, CALIFORNIA 
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8:30 A.M.

I feel that I owe all of you a special thanks for getting 

up in the dark to be here. For once the jet lag is working in 

my favor, since it's 11:30 A.M. in Washington.

It's an honor to be appearing on the dais today with*such 

distinguished Californians as Mayer Bradley and Governor Brown 

and the leaders of the energy industry in Southern California 
today.

I am pleased to participate with you in the Los Angeles 

Chamber of Commerce Energy Forum for two reasons. First, because 

I expect to learn a good deal about the impact of the energy 

shortage on a large urban area almost totally dependent on 

Petroleum. Second, because you here today will play a major 

role in helping us cope with the immediate crisis and in planning 

for the long pull.

The energy problem is global and very complex. So I'll 

limit myself this morning to just three main points: how we
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got into this situation, what we are doing about it, and what 

will be expected of you and other leaders throughout the 

country, if we are to achieve our national goal of energy 

self-suf f ic iency.

Let me state the short-term solution in i^s simples 

terms: we must expand our domestic supply and reduce demand.

As an embryonic organization, the Federal Energy Office —  

now 8 weeks old —  finds itself wrestling with both short­

term and long-term problems. We are trying to deal with 

the immediate shortages precipitated by the Arab embargo.

At the same time we are developing an overall strategy for 

the years ahead.

While we have been simultaneously stamping out brush 

fires and shaping long-range policy considerations, a third 

problem has arisen —  that of credibility. Not everyone 

believes that the energy crisis is real.

Bill Simon and X have ®et records for the number of 

consecutive days that we have been up to Capitol Hill testify­

ing on this subject. I think our attendance has already 

surpassed that of a few Members themselves.

The Energy Crisis is real, not contrived. We got into 

this mess because the demand for energy in the U . S .  has been 

growing at a rate of four to five percent a year for the past 

20 years. If the present trend continues unchecked, our



energy demands by 1990 will be twice what they were in 

1973. Domestic oil exploration peaked in 1956. And our 

domestic production peaked in 1970.

Last year our production actually declined slightly while 

daily consumption increased by more than a million barrels.

Furthermore, no new refineries were under construction 

at the beginning of last year, and refinery expansion had 

nearly ceased. Growth in refining capacity had come to 

a halt for a number of reasons : environmental restrictions 

made it difficult to find new refinery sites? import 

quotas made it difficult to guarantee supplies of crude? 

and tax and other economic benefits made it more profitable 

for U.S. companies to invest abroad.

With domestic production and refining leveling off, 

we turned more and more to overseas suppliers to meet 

demands. In 1969 we imported 22 percent of our oil. By 

last October, when the embargo was announced, 35 percent 

of America's oil was imported —  about half of it from the 

Middle East. We were vulnerable to a cutoff of supply and 

to price hikes. And we got hit with both. The price 

°f a barrel of crude oil has nearly tripled in the past
year.
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The energy problems of the world aren't going to be 

solved overnight, or perhaps even in our lifetime. Our 

goal is to be able to demonstrate energy self-sufficiency 

by the mid-1980's .

In short-term development, we must take steps to 

increase our energy supply within the next 3 to 5 years. 

These include:

- building the Alaskan pipeline, to deliver 2 million 

barrels of oil a day by 1980;

- offering economic incentives to stimulate domestic 

oil and gas exploration? expanding exploration and drilling 

on the Outer Continental Shelf, and stepping up our coal 

production. ' V
Our coal resources, for instance, are practically 

untouched. We have a nearly infinite supply of coal and 

nearly one-third of it is economically recoverable now. But 

we have to develop techniques for mining surface coal that 

do not destroy the landscape, and ways to deep mine coal 

that protect the health of miners.

It now takes nearly ten years to build a nuclear 

generating plant - to cut through the licensing red tape,



find a site, settle the litigation, design and build 

the plant. That's totally unacceptable.

The intermediate phase will concentrate on forms of 

energy that require an incubation period of 10 to 15 years.

These include coal gasification and liquefaction, the 

recovery of oil from shale, and the construction of 

nuclear generating plants.

We have oil shale resources in the U.S. vast enough 

to satisfy our oil needs for decades. Yet, despite some 

recent progress, we lack an environmentally compatible 

method of extracting the oil.

We should push the research and development program 

for the nuclear breeder reactor, a prototype of which is 

being built at Oak Ridge.

Our long-term initiatives will take us to 1990 and 
beyond.

We must greatly expand and accelerate the R and D of 

solar and geothermal energy sources and the exotic possibilities 

of fusion reactors.

These are not small endeavors. The initiative will 

ogin with the Federal Government. We have proposed a 

series of bills that would mean a "giant leap" forward
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in our energy maturation, short-term and long-term. But 

the Federal Government cannot act alone.

We need the cooperation of State and local governments, 

and the private sector, to make this self-sufficiency program 

work. We also need your help and support for the immediate 

crisis, the shortages that face us at this hour. And our 

3 to 5 year plan won't assuage the energy problems of 1974.

One part of the solution to the energy crisis can, in 

fact must, be implemented on a short-term basis. That is 

a national conservation program, an effort involving all 

sectors of society.

We are going to have to subscribe to a new energy 

ethic. We are going to have to adapt our lifestyles to 

the energy that is available, rather than adapt the energy 

supply to our lifestyles.

Much of our current energy consumption is pure 

gluttony. Each of us in this room uses approximately 36 percent 

more energy than we did 10 years ago. What is more, we 

waste thirty percent or more of the energy we produce.

One analysis indicates that 210 million Americans waste 

as much energy as 110 million Japanese consume. We simply 

cannot afford that kind of profligacy.



Changes in our consumption patterns will mean changes 

in domestic priorities. We will put more people into 

fewer, more energy-efficient vehicles, and we will use 

more bicycles and foot power. We might even experience 

a reversal of the flight to the suburbs.

The energy ethic is compatible with the goals that the 

environmentalists have been advocating for years.

By the way, the environmentalists have been receiving 

a lot of blame for the energy situation, including charges 

that they have held up construction of the pipeline and 

prevented the extraction of new coal by strip mining. 

Actually, the environmental control measures have been a 

relatively small constaint. And the environmentalists were 

the original energy conservationists.

For several years, they have been advocating 

cutting down our consumption of gasoline, jet fuel, and 

middle distillates. Many environmentalists have been 

advocating research into sources of energy such as wind 

power, and environmentally safe fission and breeder 

reactor processes. And the Council on Environmental Quality 

feels that, in any case, nuclear energy production should 

move forward.
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With the scaled-down consumption of gasoline that is now 

necessary, but which the environmental advocates have long 

espoused, we should see our pollution level decrease; our 

vehicles will be constructed to be more energy-efficient, and 

our accident rate will decrease.

In fact, the energy crisis has already been saving lives.

In November the National Highway Traffic Safety Administration 

reported a 15-20% drop in accident fatalities in those States 

with reduced speed limits. By December, 18 States had lowered 

the maximum limit, resulting in a 25% reduction in fatalities 

below December 1972.

This brings us to the second half of the Federal Energy

Office's two-pronged attack on the energy crisis— the reduction 
, • ■ vV  ̂ i ftj , 1: 111 . & is  ¡¡¡I

of demand.

There is probably more waste in the consumption of automobile 

gasoline than in any other form of fuel. You in Los Angeles are 

particularly aware of this problem, and are particularly affected 

by it. We must all work to do something about it.

Admittedly, the automobile has been absolutely essential in 

our economic development, but it has also been a tremendous drain 

on our resources. It is a luxury we have used beneficially# kut 

also abused.

In 1973, for instance, private autos accounted for 12-13% 

of the Nation's energy consumption, or roughly five million 

barrels of oil per day. Much of this gasoline is used inefficfen^



Perhaps only 25 percent of its energy content is actually 

transmitted as driving force to the road. The rest is 

wasted.

Part of the problem has been decreased auto efficiency 

in the ratio of miles to gallons. Cars built today average 

less gasoline mileage than cars did in 1960.

Our primary conservation goal, then, must be to reduce 

the demand for gasoline, without imposing any real hardships 

on consumers, retailers, and wholesalers. To reach the goal 

we must increase the efficiency of the,automobiles we drive, 

and turn increasingly to mass transit.

We have been considering setting efficiency standards 

for new automobiles, and deadlines for reaching them.

If, by 1985, our cars could average 19 miles per gallon, 

we could save 1.5 million barrels of oil per day. That 

is equivalent to 3/4 of the maximum per diem yield of the 

Alaskan pipeline, and three times the pipeline's initial yield.

As a consumer, of course, you cannot rebuild your 

automobile to meet new efficiency standards. But you can 

contribute to gasoline conservation by keeping your engine 

well-maintenanced, and your tires checked.
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VJhere you can have the greatest impact, however, both 

as consumers and civic leaders, is in the creation of a 

mass transit system for the Los Angeles area.

I know that you in the Los Angeles Area Chamber have been 

aware of a need for mass transit for several years. I know that 

your rapid transit committee has spent a great deal of time and 

effort considering alternatives to automobile use. That is 

a. herculean task, especially in Los Angeles.

The bond issue you helped sponsor in 1968 was an idea 

that hadn't seen its day. But now its time has come.

Our proposed fiscal year *75 budget for mass transit 

is $2.3 billion, and $16 billion for the next 6 years.

That will cover increased funds for the construction of 

new buses. That Will be of particular benefit to Los Angeles, 

since you have only 1550 buses here now.

However, even those 1550 buses are underused today.

You should begin immediately to provide low-capital 

improvements that will increase the use of the buses. This 

includes special express lanes for commuter buses, 

lowered fares for special days.
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and bus-limousines that vary their routes according to their 

passengers.

Meanwhile, on a national level, we have initiated several

programs to develop new transit systems, and encourage the use

of those already available. For instance,
■r

— The Transportation Improvement Act, which the Administration 

will soon submit, will help to revitalize the rail industry.

— Under the 1973 Highway Act, we will be spending, in 

fiscal year '75, $200 million to subsidize buses, and in 

FY *76, that figure will be $800 million.

— The Urban Mass Transportation Administration's capital 

grant program is now funded at $1 billion annually, and has 

preserved or stabilized bus service in 114 cities.

— The Department of Transportation has initiated a 

research and development program which includes: studying the 

reduction of automotive fuel consumption without sacrificing 

emission control or safety standards, developing aviation 

navigation techniques to increase airport and airway capacity, and 

construction of a new type of bus, the Transbus.
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The next conservation priority is reduce use 

of lighting and middle distillate fuel in our homes 

and buildings.

Nearly all our buildings, particularly our 

commercial buildings, are wastefully lighted. The 

World Trade Center in New York City, for instance, 

uses enough energy to serve a city the size of 

Syracuse. Most of that energy is electrical power 

for lighting; a lot of the rest goes to year-round air 

conditioning to offset the heat given off by the 

lights.

Even in the new Federal Energy Office's head­

quarters in Washington, we found 275- footcandle 

light fixtures all over the building. We had them 

removed, and substituted 50 footcandles in work 

areas, and 10 and 15-footcandles in halls and 

corridors. If all office buildings adopted these 

standards, we could save nearly 4 percent of our total 

national oil consumption.

The erection of new commercial and industrial 

buildings will, in the future, have to adhere to 

"energy engineering" codes. That means new insulation
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and lighting standards, to reduce commercial building's 

energy use by 25 to 30 percent.

There are also ways that householders can save 

energy at home. Caulking and weather stripping of doors 

and windows could reduce your fuel bill by at least 

ten percent. The installation of storm windows or 

plastic sheet protection could reduce fuel bills by about 

fiftenn percent.

In Los Angeles, of course, air conditioning is more 

of a problem than heating. The Federal Government has 

been setting its cooling systems at between 78 and -BO 

degrees, and we'd like you to follow suit.

If everyone followed these measures, the Nation's 

fuel oil demand would drop the equivalent of 780,000 

barrels per day each winter.

By the way, my staff and I have made a habit of 

carrying light meters with us? in fact, I have brought 

one with me this morning. This is one way by which 

you can gauge the amount of light being used in either 

your office or home, and thereby cut down on your consumption.
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Some of our greatest gains in fuel conservation are 

being made on the industrial level. We have discovered that 

electrical and petroleum cutbacks can be achieved without 

sacrificing manpower or efficiency. We recently telegrammed

43,000 companies and asked them to set up their own audit 

committees. Prom the reports we have received back, the indication is 

that some businesses can cut energy consumption by as much as 40%.

Some of our more extraordinary examples of industrial 

energy savings include:

*The Pepsi Cola plant in Texas, which cut its oil requirements 

nearly in half, simply by rerouting its trucks and getting stores 

to accept larger deliveries,

*A Dow Chemical facility, which cut steam consumption in 

half by sound conservation techniques and a more efficient heat 

transfer medium, and saved $44 thousand,

*Alcoa Aluminum, who, through a new smelting process, is 

expected to reduce as much as 30% the amount of electricity 

required to make a pound of aluminum.

The main ways of conserving energy in industrial processes 

is through heat confinement, scheduling, heat and waste materials 

recovery, and maintenance. The maintenance factor can be 

especially important, as we had one company discover that about 

90% of its hydraulic oil was being lost through leakage.
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None of these alterations should make any difference 

in projected production schedules —  in fact, we estimate 

that it is economically feasible for the largest 6 to 7 

firms in the Nation to limit their increase in energy 

consumption to 1 percent per year, without cutting 

back on their projected production schedules.

This is really only the tip of the iceberg. I have 

mentioned a few areas especially relevant to you, the 

people in the Southern California area who rely upon 

your leadership.

We in the Federal Energy Office also rely on your 

leadership and guidance. Not only do we need responsjlve 

action in the States and regions, we need feedback on 

how our national programs are working.

We have designed our fuel allocation program and our 

gas rationing contingency plans to be flexible, and if 

our standards are inequitable, or unworkable, we want 

to know about it. We are all pretty new in this business, 

so we are prepared to make reparations for any mistakes that 
may occur.

I know that American has the will, the resources, and 

the leadership to meet the energy challenge. Make no
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mistake about it —  the real challenge is a challenge 

of attitudes and of values. It is a challenge to our 

individual and collective determination to develop the 

full potential of our resources.

I am asking each of you, today, to join us in that

task.

Thank you.

-FEO-
GPO 87 t • 6 7 7



STATEMENT OF DR. JOHN C. SAWHILL 
DEPUTY ADMINISTRATOR, FEDERAL ENERGY OFFICE 

BEFORE THE SUBCOMMITTEE ON ENERGY 
COMMITTEE ON SCIENCE AND ASTRONAUTICS

HOUSE OF REPRESENTATIVES
FEBRUARY 7, 1974

ilr. Chairman and Members of the Committee.
¿1 appreciate the opportunity to appear before you today 

jto comment on the provisions of H.R. 11212, The "Geothermal 
(Energy Research, Development and Commercial Demonstration Act 
of 1973." I would first like to review briefly our overall 
approach to energy policy and our organizational plans for 
carrying out this policy in order to provide an overall 
¡perspective for my specific comments on the bill.

Five-fold Approach to Energy Policy
Let me start by outlining the five-fold approach 

jwe are taking with respect to energy policy.
Firsjt, we must establish a central energy organization 

in the Federal Government. The creation of the Federal 
¡Energy Office is the first step toward bringing all energy 
[Policy activity under one roof. We hope that Congress will 
¡move quickly to provide a statutory base for the Federal 
Energy Administration. We need legislation to provide us 
¡with the capability to recruit and hire top-flight administrators 
| t-° iat contracts with qualified performers so that we
| n kuild the organization needed both to run the short-term
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allocation program and to carry out the more important 
assignment of moving the country toward energy self- 
sufficiency. Beyond FEA and ERDA, we must press forward 
with the creation of a cabinet-level Department of Energy 
and Natural Resources to ultimately bring together all 
Federal energy-related responsibilities. Until these new 
organizations are created, the Federal Energy Office will 
provide leadership and coordination in energy matters.

Second, we must establish a permanent "conservation 
ethic" in this country. We have been too extravagent in our 
energy consumption patterns. With 6 percent of the world's 
population, we consume 35 percent of the world's energy.
The recent embargo has forced us to reduce this consumption 
now, but even more important we must be sure that an attitude 
of conservation becomes a permanent part of our lives.

Over 30 percent of our energy is wasted in one way or 
another -- wasted in conversion from one form to another, 
wasted in transmission, and wasted in unnecessary usage. Over 
the Tong-term, conservation of energy will require investment 

in insulation of homes and offices, use of more e f f i c i e n t  

automobiles, development of mass transit, changes in methods 

of handling freight, and central heating plants for groups 

of buildings and towns.
Third, we must push forward in the development of our 

domestic energy resources through Project Independence.



3

this includes further development of oil and gas in Alaska 
fend the outer continential shelf, greater utilization of 
coal, of which we have a supply unmatched by any other 
[country in the world, further development of oil shale and 
nuclear power, and of particular concern to the subcommittee 
[we must expand our efforts toward development of geothermal 
Jnd solar power. Project Independence must be a two-pronged 
|attack. In the short-run, we must both expand production 
.nd exploit untapped reserves of existing energy sources.
[onger range solutions will be provided by the development 
|)f new and existing sources of energy.

Fourth, we must forge a new relationship between 
overnment and industry in several key areas.

The information we now have to work with is not 
Idequate and its reliability cannot be checked. We are 
|eveloping a permanent energy information system which includes

f  industry auditing program on every aspect of the energy situation* 
feserve refining operation, inventories and production costs -- 
|° we will be in a better position to assure the American 
|eoPle that our energy data is accurate and not subject to 

charge that it can be manipulated by industry.
There must then be a new government role in the 

Jtternational activities of the oil industry.
Finally, there must be a new partnership to assure

the
fourc

development, extraction and use of our domestic energy 
es> including geothermal energy.
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If we are to see the successful culmination of Project 
Independence, the Federal government must work hand-in-hand 
with American industry.

For the last five years, the President has provided 
for a continual expansion of our efforts in energy research 
and development. Federal funding increased almost 75 percent 
from $362 million in fiscal year 1970 to $672 million in 
fiscal year 1973 and was then raised to $1 billion for fiscal 
year 1974. Last June the President announced a commitment 
to an even more rapid acceleration of this effort through 
a $10 billion Federal program over the next five years, and he 
stressed that we would spend whatever additional sums were

i

reasonably necessary.
On Wednesday, January 23, 1974, the President announced 

that in fiscal year 1975 -- the first year of the five year 
energy R&D program--total Federal commitment for direct 
energy research and development will be increased to $1.8 billion, 
almost double the level of a year ago. Included in this 
budget is $44.7 million for geothermal energy R&D. This 
figure represents a 310% increase over the FY 1974 level and 
is ten times the amount of Federal spending on geothermal 
R&D in FY 1973. It is only with the help of such a c c e le r a te d  

research and development that we can achieve real self- 
sufficiency in energy.
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(fl
Fifth, we must establish a framework of internationalv 

(cooperation among producing and consuming countries. The 

potential impact of energy supplies on the world economy 

is staggering and we must work together in developing 
energy resources and maintaining a healthy world economy 
in which energy exporting and energy importing nations prosper 

together. Greater cooperation must be initiated on research 

projects, on new ways to conserve energy and most important 
on establishing energy prices .

In this regard, I would like to point out in passing 
[that for the past year the Bureau of International Scientific 
and Technological Affairs in the Department of State has 
had a special concern for promoting U.S. cooperation with 
other nations in the area of R&D on new or alternative forms 
of energy. Geothermal energy is one of the highest priority 

I items on the cooperative R&D agenda, and several bi-lateral 

and multilateral agreements are now under development.

In the context of this overall policy, I will summarize 
e proposed Federal Energy R&D Organizational Structure 

because its impacts directly on the proposed bill.
Organization

Federal Energy Office/Agency

The Federal Energy Office currently has broad policy 
n regulatory responsibilities for energy. It is now

*  j  i  j

nistering energy price and allocation programs, initiating
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energy conservation programs, working with the State Depart­

ment on international aspects of energy, developing programs

to increase energy supplies and working with OMB and the Domestic 
Council to coordinate energy R&D activities.

Federal Energy Administration

The FEO programs designed to deal with the near 
and intermediate term problems (i.e. prior to 1985), will 

become the responsibilities of the Federal Energy Administra­
tion upon congressional approval. One of the major functions 

of this organization, as mentioned in the President’s January 23,! 
1974, Message, will be to rapidly increase energy supplies.

This is really the principle task of Project Independence. 
Within the FEA, the Office of Energy Resource Development 

will be aimed at this goal. This office will identify and 
develop means of overcoming problems and providing incentives 
for the:

Development of Domestic Energy Sources 
Construction of Related Facilities (e.g., 
refineries, power plants, transmission 
systems, etc.)

Transportation of Energy

Conversion of Energy Sources to more

Convenient Forms
Utilization of Energy Sources

Full Consideration of Environmental Values

Elimination of Regulatory Problems
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Federal Energy Office
Energy policy is broad-based and reaches into all 

areas of government. For example, it encompasses building 
codes, environmental matters, international aspects, etc.

!And it is important to consider the impacts of energy 

policy on such diverse groups as farmers, poor people,
|and businessmen. Therefore, even after the formation of the 

FEA, there may still be the need in the Executive Office 
of the President for a small central office with responsibility 

for providing coordination across the Government in matters 

of energy policy. This office will deal with a broad range of 
policy issues including those related to R&D. In particular, 

it will coordinate the energy related programs of EPA, NASA, DOT, 

DOD, NSF, DOC, DOI, etc.
Energy Research and Development Administration

Also with Congressional approval, R&D programs to 
develop new technologies will be the responsibility of the 
Energy Research and Development Administration (ERDA) .

RDA would include the research and development as well as the 
uction functions of the Atomic Energy Commission, along 

Fth se^ected energy R&D functions of the Department of the 
Interior., the National Science Foundation, and the Environmental
pr()£

tion Agency. Thus, the agency would bring all major
I gy R&D programs within the Federal government under one 
Panagement structure.
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Department of Energy and Natural Resources 
As the longer-run solution to the many interrelated 

problems in the energy and natural resources area, the 
President proposed the establishment of this new department. 
DENR would incorporate most of the responsibilities of the 
Department of the Interior; the activities of the Forest 
Service and certain water resource functions of the Depart­
ment of Agriculture; the activities of the National Oceanic 
and Atmospheric Administration of the Department of Commerce; 
the water resource planning functions of the Corps of Engineers, 
the gas pipeline safety functions of the Department of 
Transportation, and the Water Resources Council. Drawn together, 
these responsibilities would form the basis of a modern 
department truly capable of providing a much needed balance

H ' .. . •, ■ i
between the wise utilization and careful conservation of our 
Nation's precious natural resources.

Once DENR is established, it should incorporate the 
functions of ERDA & FEA.

Near Term Use of Geothermal Energy
Naturally occurring geothermal steam is today generating 

400 mecjawatts of electricity in the United States. And
with proper incentives, geothermal energy could be used to 
generate substantially more electricity in the near future.
The Geothermal Steam Act of 1970 is an example of how the 
Federal Government can stimulate private industry to develop 
this important resource.
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I We are encouraged by the results of the first bids 
deceived in the Federal geothermal leasing program. As you 
know, bids were received on 26,190 acres of know geothermal 
resource areas, with the total of the highest bids being 
pft,812,000. This expressed interest on the part of the 
brivate industry of this country in geothermal energy sources 
is indicative of the role geothermal energy could play in 
phe near term in special regions of the country.

However, the leasing of Federal lands alone will not 
Insure the development of an extensive geothermal power 
industry. Many barriers still remain, in addition to those 

a technological nature, such as unclear tax structures/ 
licensing and regulatory policies at the federal, state and 
local levels, and unknown environmental impacts. Further 
federal incentives may be necessary to overcome these barriers. 
|he Federal Energy Office will be evaluating the financial 
Incentives or regulatory changes that may be needed to spur the 
lapid development of our geothermal resources.

Longer Term Potential of Geothermal Energy
Even though we expect geophermal energy to contribute 

| some measure to the domestic supply of energy in the 
I s, we recognize that the full potential of geothermal 
[nergy can only be reached if we develop the technologies f extract energy from the more common geothermal sources:
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hot waters and dry hot rock formations, as well as from 
geopressured systems. We agree with the subcommittee that 
Federal financial assistance will be necessary to encourage 
the extensive exploration, research and development which 
will be required to bring these technologies to the point of 
commercial application. And as I have already noted, in 
the President s 1975 energy budget, $44.7 million were 
allotted for geothermal energy research and development. 
However, the thrust of this effort is somewhat different from 
that of the proposed bill and I will now discuss some of these 
differences.

Technological Aspects of Program
The geothermal R&D agenda proposed by the Administration 

will include exploration and assessment of the various types 
of geothermal resources. Geopressured systems and hot rock 
formations will be included, but so will a variety of 
hydrothermal systems. Component technologies will be developed 
for the total spectrum of resource types and pilot facilities 
for several types will be planned and some construction will 
begin in FY 1975. Considerable attention will be paid to the 
environmental factors associated with geothermal energy 
development. Participation of the USGS, NSF, AEC labs, private 
industry and universities is expected.
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This program was assembled with the cooperation of the 

fcany Federal agencies concerned with geothermal energy along 

¡with consultants from private industry and universities. Ttfe 

pelieve this program has certain advantacres over that proposed 
In the H.R. 11212.

. Adequacy of Proposed Funding Level

The funds provided by H.R. 11212 - $80M for 6 years -
lare somewhat less than that proposed in the Administration’s
program. We believe that the higher funding level will
result in more rapid solution of the problems currently

preventing widespread utilization of geothermal energy 
recause it will permit greater spending on exploration and

Assessment of all types of geothermal resources on the
development of critical system components on the construction
p  pilot facilities for all promising forms of geothermal

energy, and on in-depth studies on the environmental implications
pf widespread geothermal development.

Length of Time for the Program
The production of electricity from hot dry rock will 

require the development of exploration, accessing and 
fracturing technology as well as suitable power generating 
eciuipment. To assemble a commercial power generating system 
which incorporates all these aspects could possibly require a period 
in excess of 6 years - the time frame of H.R. 11212.

Power generating systems for the various resource types 
have much common technology. We believe that by 

Gilding plants to generate electricity from certain types
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of hydrothermal systems, many of the problems involved in 
utilizing geopressured and hot rock systems will be solved. 
Consequently, an integrated and comprehensive geothermal 
program, as proposed by the Administration, will provide for 

a greater utilization of geothermal energy in a shorter period

of time. However, we should be prepared for an R&D effort 
that may have to extend beyond 6 years.

Administrative Mechanism

In order to capitalize on the potential of 

geothermal energy, it will be desirable to have a centralized 

Federal organization that provides support for geothermal 
energy within an overall energy context. We believe the 
Administration^ proposed energy package, which includes FEA 
and ERDA would be the most suitable administrative mechanism 

for accelerating the development of geothermal energy.

Because of the variety of geothermal resources, 
encompassing immediately exploitable dry steam field as 

well as undiscovered hot rock formations, a federal p 
with continuity between the near term solutions and longer
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Jerm results is essential. Certain types of geothermal 
resources can be expected to be used to meet a portion of the 
Nation's energy needs within the next 5-10 years, as I have 
discussed. The FEA, which has been proposed by the President 
to rapidly increase energy supplies, is preprepared to include 
jeothermal energy among those sources of domestic energy

supply which it will seek to develop. On the other hand, R&D 

j>n geothermal energy would be carried out by ERDA, upon 
Congressional approval of the President's proposal to create 
luch an agency. ERDA would include and expand on work presently 
feing conducted at several AEC laboratories, as well as the develop-

ent effort currently sponsored by the National Science Foundation.

lERDA would thus consolidate much of the Federal R&D on 
geothermal energy and incorporate it into a management 
I structure capable of effectively carrying out the multi­
disciplinary program necessary to insure that geothermal 
energy will make a significant contribution to the Nation’s 
energy future. Those aspects of geothermal R&D which remain 
ln other Federal agencies (such as the U.S. geological survey) 
r1 1 closely coordinated with the programs of ERDA. As I

entioned , such coordination will be part of the responsibilities 
of the FEO.

Concluding Remarks
In conclusion, I would like to say that we at the Federal

r§y Office agree with the subcommittee's ^iews that the 
I tix0 ®n s critical energy problems require a national



14 -

commitment to dedicate the necessary financial resources and 
enlist the cooperation of the private and public sectors to 
develop geothermal and other non-conventional energy sources, 
We have indicated the Administration's desire to be just that] 

Moreover, we have described the functions of our current 
Federal Energy Office and the plans to form new organizations 
with the capability to handle the near term and longer term
energy problems of this country in a coordinated manner.

We are fully prepared to move ahead with these plans. 
However, we need the legislative tools proposed in the package] 
by the President and we strongly urge your support and swift

enactment of these bills to ensure, not only the rapid 
development of geothermal energy, but the general advance

t O' YV0 1.of energy technology towards meeting our national goal of 
energy self-sufficiency.

GP 0 871-711





ETROLEUM
ITUATION
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FOR WEEK ENDED

F E D E R A L
E N E R G Y

O F F IC E
3 ,  1 9 7 4

r PETROLEUM SCORECARD
FORECAST SUPPLY D E F I C I T
F e b r u a r y  1 9 7 4  ................. ..................................................... . 2 . 5  m i l l i o n  B / D
1 s t  Q u a r t e r  1 9 7 4  .............. ...................................................  2 . 7  m i l l i o n  B / D

APPARENT DEMAND 
( M i l l i o n  B a r r e l s  P e r  D a y )

F o r  P e r i o d  E n d e d  F e b r u a r y  8 ,  1 9 7 4
L a t e s t

C u r r e n t  W e e k  4  W k s .

F o r e c a s t  D em an d  . . . . . . . . . . . .  2 0 . 9  .................  2 0 . 3
A p p a r e n t  D em an d  . .   .......................  1 6 . 9  ...........................................  1 6 . 9
I n d i c a t e d  S a v i n g s . . . . . . . . . . . .  4 . 0  .................................................  3 . 4

PERCENTAGE SAVINGS BY FUEL TYPE

F o r  P e r i o d  E n d e d  F e b r u a r y  8 ,  1 9 7 4
L a t e s t

C u r r e n t  W e e k  4  W k s .

G a s o l i n e  . .  ................................... ..  . .  1 4 . 1
J e t  F u e l s  ..................................................... 3 4 . 0
D i s t i l l a t e  F u e l  O i l  ..................... 2 0 . 1
R e s i d u a l  F u e l  O i l  ........................... 2 9 . 5

T o t a l ,  4  P r o d u c t s  .........................2 1 . 0

IMPORTS
( M i l l i o n  B a r r e l s  P e r  D a y )

1 s t  Q t r . 74
F o r e c a s t ,  w i t h  F u l l y  E f f e c t i v e  E m b a r g o  . . . . . . . . . . . . . .  4 . 9

F o r  P e r i o d  E n d e d  F e b r u a r y  8 ,  1 9 7 4
L a t e s t

C u r r e n t  W e ek  4  W k s .
A c t u a l  ( FE O)  ................. .................... 5 . 0  ...........................................  5 . 2
Actual (API) . ... . . . . . 4.4 . , . . . . . .'1 .... 5.1
I n c r e a s e  o v e r  F o r e c a s t  : F E 0 N0 . 1  . . . . . .  .......................  0 . 3

^ FOR RELEASE UNTIL l l v a . m . ,  EDST, THURSDAY, FEBRUARY 14, 1974
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DEMAND F OR ALL PRODUCTS in  the  w e e k  e n d e d  F e b r u a r y  8 i n c r e a s e d  slightly 
o v e r  Last w e e k ,  b u t  r e m a i n s  s i g n i f i c a n t l y  be low  f o r e c a s t .  D em and  for  the  four 
majo r  p r o d u c t s  t i n s  w e e k  w a s  21 .0  p e r c e n t  l e s s  t h a n  f o r e c a s t  a n d ,  for  the  4-week 
a v e r a g e ,  16 .2  p e r c e n t  u n d e r  the  4 - w e e k  f o r e c a s t  e n d e d  F e b r u a r y  8.

CRUDE OJL PRODUCTION th i s  w e e k ,  of 9 ,2 1 2 ,0 0 0  b a r r e l s  a d a y ,  h a s  no t  changed 
s ig n i f i can t ly  o v e r  ihe  l a s t  s e v e r a l  w e e k s .  T h e  4 - w e e k  d a i ly  r a t e  of  9 ,214,000 
b a r r e l s  i n c r e a s e d  a c tu a l  f i g u r e s  to 189,000 b a r r e l s  a d a y  o v e r  the  4 -w e e k  forecast 
e n d e d  F e b r u a r y  1.

CRUDE OIL IMPORTS as  r e p o r t e d  b y  API,  for  the  w e e k  e n d i n g  F e b r u a r y  8, fell to
1 ,795 ,000  b a r r e l s  p e r  d a y ,  the low es t  w e e k ly  a v e r a g e  s in c e  N o v e m b e r  10,1972. 
Las t  w e e k ' s  ( F e b r u a r y  1) im p o r t  f i g u r e s  w e r e  r e v i s e d  u p w a r d  b y  319,000 barre ls  
p e r  d a y  to 2 ,7 4 2 ,0 0 0 ,  d u e  p r i n c i p a l l y  to co m p a n y  a c c o u n t in g  r e v i s i o n s .  The 
T h e  l a t e s t  4 -w e e k  a v e r a g e  of 2 ,2 8 3 ,0 0 0  b a r r e l s  p e r  d a y  of c r u d e  is  142,000 
b a r r e l s  be low the  c u r r e n t  FEO f o r e c a s t  of a fu l ly  e f fec t ive  e m b a r g o .  FEO's  own 
im p o r t  t r a c k i n g  s y s t e m  is  now o p e r a t i v e  a n d  s h o w s  c u r r e n t  w e e k  im p o r t s  of 
c r u d e  and  p r o d u c t  of 4 .96  mi l l ion  b a r r e l s  p e r  d a y  as c o m p a r e d  to the  API total of 
4 .4  mi l l ion  b a r r e l s  p e r  d a y .  A lmost  al l  of the  d i f f e r e n c e  w a s  a c c o u n te d  for by 
h i g h e r  im p o r t s  of c r u d e  oil r e p o r t e d  by  the  IrEO m o n i to r in g  s y s t e m .  T he  FEO 
s y s t e m  is  b a s e d  on m e a s u r e m e n t s  of al l s h ip  a r r i v a l s  in to  the  U . S .  w h i le  the 
API s y s t e m  is  b a s e d  on a s am p le  of m a jo r  r e f i n e r i e s  a n d  b u l k  t e r m i n a l s .

MOTOR GASOLINE: A s am p le  of i n d u s t r y  s o u r c e s  s h o w s  th a t  c h a n g e s  in r e ­
f i n e r y  y ie ld  p a t t e r n  t o w a r d  h i g h e r  motor g a s o l in e  p r o d u c t i o n  w o u ld  no t  a d ­
v e r s e l y  affect j e t  fue ls  a n d  r e s i d u a l  oil p r o d u c t i o n .  In c h a n g i n g  the  p a t t e r n ,  
m id d le  d i s t i l l a t e  p r o d u c t i o n  y ie ld s  w ou ld  be  l o w e r .  Most r e f i n e r s  wou ld  
a t ta in  h i g h e r  g a s o l in e  y i e ld s  b y  r e d u c i n g  the  p r o p o r t i o n  of m id d le  d is t i l la te  
p r o d u c t s .

NAPHTHA JET F UEL PRODUCTION, w h ic h  g e n e r a l l y  h a s  w id e  s w i n g s ,  increased 
to the  h i g h e s t  l e v e l  for  the  y e a r .  E v e n  th o u g h  d e m a n d  w a s  u p ,  s to c k s  increased  
b y  150,000 b a r r e l s .

DISTILLATE FUEL OIL: S tocks  of d i s t i l l a t e  fuel  oil w e r e  d r a w n  dow n by  5.1 milli°n 
b a r r e l s  d u r i n g  the  w e e k .  R e f i n e r y  p r o d u c t i o n  w a s  dow n  204,000 b a r r e l s  a day. 
T h e  w e a th e r  w a s  a lmos t  19 p e r c e n t  c o ld e r  th a n  n o rm a l  for the  w e e k ,  a l though 
it h a s  b e e n  8 p e r c e n t  w a r m e r  for  the  s e a s o n .  S tocks  r e m a i n  at 49 .6  million 
b a r r e l s  (39 p e r c e n t )  g r e a t e r  t h a n  la s t  y e a r ,  so th i s  w e e k ' s  d e c r e a s e  is  not  real 
c a u s e  for c o n c e r n .

ASPHALT: An a n a l y s i s  m ade  b y  FEO in d i c a t e s  th a t ,  w h i l e  a s p h a l t  wi l l  be  in 
t ig h t  s u p p l y  in 1974, i t s  a v a i l a b i l i t y  wil l  be  a d e q u a t e  to mee t  a d em an d  of 
a p p ro x im a te ly  400,000 b a r r e l s  a d a y  in 1974; T h i s  am oun t  r e p r e s e n t s  about  
85 p e r c e n t  of the d e m a n d  in ]973.



Public Affairs
U. S. Post Office Building Ben Franklin Station
Washington, D. C. 20461 

FOR IMMEDIATE RELEASE FEBRUARY' 12 , 1974

SIMON NAMES 
RETAIL DEALERS* GROUP

Federal Energy Office Administrator William E. Simon 

today announced the appointment of ten veteran gasoline and 

diesel fuel dealers to the Retail Dealers Group, an advisory 
committee on programs involving the retail sale of gasoline 

and diesel fuel.

"We have a good cross-section of the more than 250,000 

men and women who are in the business of selling gasoline and 

diesel fuel in the United States," Simon said. "I am looking 

forward to working with them oh programs that affect them and 
eventually affect the Nation's motorists."

The 10 named to the group are:

«John E. McCutcheon, of Jackson, Tenn. , Wholesaler?
William S. Black, of South Bend, Ind., Wholesaler;
Rod G. Flannery, of Wessington Springs, S. D . ,

Wholesaler;
Robert M. Lentz, Silver Spring, Md., Service Station 

Operator ?
Emmett E. Welch, Oklahoma City, Okla., Service Station 

Operator;
Philip M. Hudson, Fresno, Calif., Service Station 

Operator;
Edward D. Haddad, Pittsburgh, Pa., Service Station 

Operator;
Don Conrad, Covington, K y . , Service Station Operator;
James L. Miller, Tampa, Fla., Service Station Operator;
Oran V. Jarrel, Doswell, Va., Truck Stop Operator.
Named as alternates are:

Robert G. Heath, Yonkers, N. Y . , Service Station Owner, and
Daniel C. Hanna, Portland, O r e ., Operator of Car Washes.

E-74- 61 (more)
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The group will hold its first meeting at the FEO's offices 
at 2000 M St., N. W . , in Washington, at 2 P.M., Wednesday, 
February 13. The meeting is open to the public.

Simon announced his intention to form the group on 

January 24. The group is scheduled to function for the next 
90 days.

Simon said the group will give the FEO a greater insight 

into the petroleum business at the retail level. One of the 
group's first projects will be to work with FEO officials to 

identify equitable ways to compensate station operators whose 
businesses are jeopardized by decreased sales volumes.

Another priority project Will be to assess current fuel 
distribution patterns, both to the retailer and the public, 

and to help FEO officials find ways to improve the flow of 
limited fuel supplies *

Members of the group were selected by the FEO from 
nominations, and according to the various classificatons of 
retailers and jobber/retailers.

McCutcheon, 31, has been active in the operations of the
E. L. Morgan Co. for over 10 years. The firm sells more than 

five million gallons of gasoline a year in the greater M e m p h i s  
area. It has 20 owned or leased retail outlets.

Black, 31, is vice president of the Pacer Oil Co., an 
independent jobber. The firm has nine retail outlets under 

its "Pacer" brand name and sells about two and a half million 
gallons annually.

(more)
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Flannery,33, who represents major brand jobbers selling a 

million or more gallons a year, is a Mobil jobber and owns 

three two-bay service stations.

Lentz, 46, pumps over 75,000 gallons a month at his four-bay 

station in suburban Washington, D. C. He is currently a 

director of the Greater Washington/Maryland Service Station Assn.
Welch, 34, represents service stations doing 50,000 to

75,000 gallons monthly. He and his brother run a two-bay station 
He is also active in his State*s petroleum trade association.

Hudson, 52, is currently president of the California 

Petroleum Retailer Assn. He represents major brand retailers 

doing 25,000 to 50,000 gallons monthly, and has been in the 
business 28 years.

Haddad*s category is stations with 25,000 gallons monthly 
or less. He is 46 years old and has been in the retail gasoline 

business for 20 years. He operates a three-bay station in a 

suburban area and has seven employees.

Conrad, 45, has 19 years in the service station business.
In the group, he will represent major brand station owners 

doing 100,000 gallons a month. He is president of the Waco 
Oil and Refining Co.

Miller, 41, represents independents doing up to 50,000 
gallons monthly. He operates an eight-bay station in a 

residential area of Tampa.

Jarrell, 50, has 29 years in the truck stop business.
Ho now has one of the largest truck plazas in the U. S., near

(more)
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Richmond, Va. He is one of the 15 original founders of the 

National Association of Truck Stop Operators.

Heath, 32, currently is president of Nepperhan Service 

Station, Inc., which operates two units in the Yonkers area. 

He also has retail experience abroad.

Hanna, 39, is president of Hanna Industries, which 

operates car washes in and around Portland.

-FEO-

Effective Saturday, February 9, the Federal Energy Public 

A ^^a-*-rs Office has moved from its present location in the
'*■'<** ■> \v".'V i ;  •*- ! ’•

New Executive Office Building to the 3rd floor of the 
Benjamin Franklin Station Post Office Building at 12th and 
Pennsylvania Ave . , N.W.

Media Relations will be located in Room 3117 and can be 

reached by phone at 961-6211 and 961-6161. Press releases 

will be available for pick-up in Room 3130, phone 961^6291.
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FOR IMMEDIATE RELEASE FEBRUARY 12, 1974

FEDERAL ENERGY OFFICE BANS
DISCRIMINATION IN GASOLINE SALES

Federal Energy Office Administrator William E. Simon today 

announced an amendment to the Petroleum Allocation and Price 

Regulations which explicitly prohibits discrimination in the 

sale of gasoline, or any other petroleum product, effective 

immediately.

The action was prompted by the growing nationwide practice of

gasoline and diesel retailers selling only to "regular customers,"
or to those who commit themselves to advance purchases. This

has resulted in preferential treatment for some purchasers,

while others are denied access to gasoline or diesel fuel. These

practices have now been banned by the Federal Energy Office as

discriminatory.

Any retail gasoline or diesel fuel customer who is subjected to 

discriminatory treatment in violation of the amended Regulations 
may report the violation to the nearest Internal Revenue Service 

District Office.

The amendment in its entirety is attached to this news release.
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Effective Saturday, February 9, the Public Affairs Office of 

the Federal Energy Office has moved from its present location 

in the New Executive Office Building: 17th and H Streets, to the 

third floor of the Franklin Station Post Office Building at 
12th and Pennsylvania Avenue, N.W.

Media Relations will be located in Room 3117 and can be 

reached by phone at 961-6211 and 961-6161. Press releases 
will be available for pickup in Room 3130, phone 961-5291.



TITLE 10 - ENERGY • m r  :
CHAPTER II -% FEDERAL ENERGY OFFICE '

PART 210 * GENERAL ALLOCATION AND PRICE RULES \ .

Refusal to Sell Product

This amendment is issued today in an effort to end the graving 

practice of sellers providing preferential treatment to customers on 
the basis of long-standing relationships or for any other reason. The 

FEO has noted a serious alteration in established business practices —  

particularly with respect to gasoline and diesel fuel retail sales —  

which result in certain purchasers being served, while others are 

wholly excluded. ^

The amendment to §210.62 concerning "normal business practices" 

is addressed to this situation as well as to other preferential sales 

devices. Sellers whose normal business practice has been to serve the 
public may not modify that practice to sell only to "regular customers" 

or otherwise arbitrarily discriminate among purchasers of an allocated 
product. The amendment is also; aimed at ¡outlawing new preferential 
volume purchase arrangements in which retail gasoline customers sign 
up to purchase for example, 1000 gallons, or $50 worth of gasoline, or 

this month’s requirements in advance and thereby receive preferential 
treatment. V1, A  \

Bias* -



Because the purpose of these amendments is to provide immediate 
guidance and information with respect to the mandatory petroleum 

allocation and price regulations, the Federal Energy Office finds that 

normal rulemaking procedure is impracticable and that good cause exists 
for making these amendments effective in less than 30 days.

(Emergency Petroleum Allocation Act of 1973, Pub. L. 93-159, E.O. 11748, 
38 F.R. 33575; Economic Stabilization Act of 1970, as aiænded, Pub. L. 
92-210, 85 Stat. 743; Pub. L. 93-28, 87 Stat. 27; E.O. 11730, 38 F.R. 
19345; Cost of Living Council Order 47, 39 F.R. 24)

In consideration of the foregoing, Part 210 of Chapter II,
Title 10 of the Code, of Federal Regulations is amended as set forth 
below, effecrtive immediately.

Issued in Washington, D. C., February 8/ 1974.

"William N. Walker 
General Counsel 
Federal Energy Office

h o f i E



Section 210.62 is amended by numbering the existing paragraph (a), 

and adding paragraph (b) to read as follcws:

§210.62 Normal business practices.
* * *

(b) No supplier shall engage in any form of discrimination among 
purchasers of any allocated product. For purposes of this paragraph, 
"discrimination" means extending any preference or sales treatment which 
has the effect of frustrating or impairing the objectives, purposes and 

intent of this chapter or of the Act, and includes, but is not limited 
to, refusal by a retail marketer of motor gasoline or diesel fuel to 
furnish or sell any allocated product due to the absence of a prior 
selling relationship with the purchaser, or establishment of new volume 
purchase arrangements where customers of retailers agree in advance to

purchase in excess of normal amounts of motor, crasoline or diesel fuel 
and thereby receive preferential treatment.
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F E O * S Z A U S N E R  U R G E S  U T I L I T I E S  T O  C O N S E R V E ,  N O T  W A S T E

Federal Energy Office Assistant Administrator Eric Zausner

tod a v  u r a e d  t h e  u t i l i t y  i n d u s t r y  t o  r e s p o n d  t o  t h e  e n e r g y  c r i s i s  w i t h  

i n c r e a s e d  e f f i c i e n c y ,  a  n e w  r e g a r d  f o r  c o n s e r v a t i o n ,  a n d  a n e w  

c o m m i t m e n t  t o  e n e r g y  r e s e a r c h  a n d  d e v e l o p m e n t .

In r e m a r k s  p r e p a r e d  f o r  d e l i v e r y  b e f o r e  a m e e t i n g  o f  t h e  

N a t i o n a l  R u r a l  E l e c t r i c  C o o p e r a t i v e s  A s s o c i a t i o n  i n  S a n  

F r a n c i s c o ' s  C i v i c  C e n t e r ,  Z a u s n e r  s a i d  t h e  u t i l i t y  i n d u s t r y  

"must v i e w  i t s e l f  a s  a p a r t  n o t  o n l y  o f  t h e  s o l u t i o n ,  b u t  t h e  

p r o b l e m .

"As r e c e n t  a s  a y e a r  a g o , "  Z a u s n e r  s a i d ,  " s o m e  u t i l i t i e s  J
were s t i l l  r u n n i n g  m a s s i v e  a d v e r t i s i n g  c a m p a i g n s  u r g i n g  con-- /
sumers o n  t o  c o n t i n u e d  e n e r g y  s p e n d i n g  s p r e e s . "

Y e t  d u r i n g  t h i s  t i m e ,  h e  s a i d ,  " t h e  u t i l i t y  i n d u s t r i e s '  
commitment t o  e n e r g y  r e s e a r c h  a n d  d e v e l o p m e n t  w a s  s i g n i f i c a n t l y  
less t h a n  e x p e n d i t u r e s  f o r  a d v e r t i s i n g .

" F o r t u n a t e l y " , Z a u s n e r  s a i d ,  " t h i s  t r e n d  is b e i n g  r e v e r s e d . "  I

He s a i d  s o m e  c o m p a n i e s  h a d  i n c r e a s e d  t h e i r  l e v e l  o f  e n e r g y  /  
r e s e a r c h ,  w h i l e  o t h e r s  p r o m o t e d  s u c h  p r a c t i c e s  a s  i n c r e a s e d  \ 
home i n s u l a t i o n  t o  b o o s t  e n e r g y  s a v i n g s .  \ ^

Z a u s n e r  u r g e d  t h a t  N R E C A  c o o p e r a t i v e s  " f u l f i l l  y o u r  r o l e  
as t h e  c l o s e s t  l i n k  t o  t h e  c o n s u m e r ,  i n  i n s t i l l i n g  i n  h i m  t h e  
need t o  c o n s e r v e  e n e r g y . "

E v e n  i f  t h e  A r a b  o i l  e m b a r g o  e n d s ,  Z a u s n e r  s a i d ,  A m e r i c a  
will s t i l l  f a c e  e n e r g y  s h o r t a g e s ,  a n d  f o r  t h i s  r e a s o n  m u s t  
d e v e l o p  i t s  o w n  a b u n d a n t  e n e r g y  r e s e r v e s .

Z a u s n e r  p r a i s e d  t h e  N R E C A  c o o p e r a t i v e s  f o r  t h e i r  u s e  o f  
coal to p r o d u c e  p o w e r .

"We h a v e  n e a r l y  h a l f  t h e  f r e e  w o r l d  p r o v e n  c o a l  r e s e r v e s , "  
no said, " e n o u g h  t o  l i t e r a l l y  l a s t  f o r  c e n t u r i e s . "
P "7 y| F E O “
e-74-63
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FEO URGES STATES, LOCALITIES TO 
ADOPT MEASURES TO REDUCE LINES

The Federal Energy Office, amplifying a message sent in 

telegrams to Governors and the top administrators of the 
District of Columbia, Puerto Rico, Guam and the Canal Zone 

last week, has urged States and localities experiencing long 
lines at gasoline stations to adopt measures that would 

alleviate the problem.
John C. Sawhill, FEO's Deputy Administrator outlined a 

four-step proposal:
1 - Prohibit sales to cars whose gauges show tanks are 

more than half-full, or to limit sales to a $3 or $4 minimum;
2 - Stagger station hours so that people who have occupa­

tions that have "other-than-normal" hours, such as shift 
workers, doctors, police, fire-fighters and news media, can 

obtain supplies of gasoline;
3 - Have a community center to which residents can call 

to find out what stations are open. This could be at the City 
Hall, or could be published in the daily newspaper or announced 

over the radio or television, much in the same way that school 

closings are announced during bad weather.

E 7k-6k
(more )
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4 - States which have an "odd-even" allocation system 

to maintain Saturday as an open day, since this will eliminate 
the need for a car to go three straight days without being 
able to get any gasoline.

- FEO-
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FACT SHEET ON PROGRAM TO ALLEVIATE THE PROBLEM OF LONG 
----- - GAS STATION LINES

For most citizens in many parts of the country, the most harmful 
and irritating effect of the current gasoline shortage is the long 
line which forms at virtually every station whose pumps are operating.
We have had reports from all over the country regarding the serious­
ness of this problem and, since we began receiving these reports, we 
have viewed the problem as one of the most urgent associated with our 

entire program.
During the past two weeks, a number of states have begun 

implementing plans designed to reduce service station lines, and seme 
have reportedly achieved positive results. While we commend these 
efforts, we believe that too few states are taking such action, and 

that significant additional steps could be taken. Accordingly, FEO 
is today calling upon every state and municipality currently experiencing 
lengthy and widespread waiting lines at gas stations to consider taking 
urcnediate action in each of the following areas:

1. Establishment of a minimum purchase requirement for retail
gasoline sales. Such a measure could take the form of either a recall re-
It)ent that no one could purchase gasoline until his tank was less than
one-half full, or a prohibition of sales of less than three or four
dollars. In deciding what type of plan to adopt, each locality should

consider its particular needs. We believe that adoption of such
a KU-mmum purchase requirement would immediately and significantly
reduce waiting lines by eliminating from those lines the significant
number of people who are currently attempting to keen their tanks

near full as possible at all times.
J5 74-65 (mo~e)
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2* Requirement for staggered hours of operation. In areas of 
significant shortages most stations are operating for only short periods 
during the morning and evening rush hours. This works substantial hard­
ships on those whose work or other responsibilities prevent them from 
buying gasoline during the limited hours when stations are open, and 
also adds considerably to rush hour traffic congestion. We are therefore 
urging those ccmmunities which are experiencing the most severe problems, 
to consider actively the desirability of centralized community planning 
3nd direction of gasoline sales, so as to ensure —  to the maximum 
possible extent -- that one or more stations will be open and selling 
gasoline in a given area throughout the normal business day. Such a 
program would, of course, have to take account of the legitimate needs 
of gas station operators, but with their cooperation it could play an 
invaluable role in preventing unnecessary hardship and providing for 
emergency needs. One important facet of such a program should be 

sane system, perhaps on a rotating basis, for ensuring that a minimum 
number of stations remain open on weekends to handle public service 
vehicles and other priority and emergency requirements.

3. Information System. One of the most urgent needs is the 
development on a local level of seme system of informing consumers of 
the location and hours of operation of all stations in their area 
selling gasoline. Such a program could employ one or more of the 
following devices:

(more )



—  prominent posting of operating hours by individual 
stations

—  a local gasoline information switchboard
—  public service radio announcements, such as those 

made in some localities regarding school closings 
due to bad weather

—  daily local newspaper announcements, such as those 
which now provide weather and movie information.

An information system along these lines could substantially 
reduce the uncertainty presently existing in many areas, spread 
demand evenly among all stations operating at a given time, 
and substantially reduce the gasoline presently consumed by 
individuals driving around searching for an open station.

4* Saturday and Sunday Operation. In States that adopt 
the odd-even license plate allocation system, we continue to 
ur9e the closing of stations on Sundays. However, it is rec­
ommended that stations honor customers with odd and even plates 
| °n Saturdays.

-FEO-
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Embargoed u n t i l  11 A .M .  E as te rn  DST 
February 14, 1974

FEO RECOMMENDS CRUDE OIL ALLOCATION CHANGES TO CONGRESS

Citing p o s s ib le  l o s s e s  of im ported  c rude  o i l ,  F ed e ra l  

Energy Office D eputy  A dm inis tra to r  John C .  Sawhill to d a y  an n o u n ced  

that the FEO w ill  recom m end c h a n g e s  in th e  c rude  o il  p ro v is io n s  in 

the Mandatory Petro leum  A lloca tion  Act to  C o n g re ss  n ex t  w e e k .

Under th e  FEO p ro p o s a l ,  c rude  o il  would  c o n tin u e  to  be  a l lo c a te d ,  

and a b u y -s e l l  l i s t  w ould be  p u b l i s h e d ,  but on ly  to  a s s i s t  th e  

small refiner and  to  m eet o th e r  sp e c i f ic  n a t io n a l  n e e d s .

Sawhill s a id  th a t  th e  FEO w ill  s u g g e s t  th a t  C o n g re ss  red e f in e  

the crude oil program to  add  g re a te r  f le x ib i l i ty  in a l lo c a t in g  crude  o il 

supplies and to  rem ove l e g i s l a t i v e  d i s in c e n t iv e s  to  p roduc tion  and  im p o r ts .

"It w as  th e  in te n t io n  of th e  C o n g re s s ,  I b e l i e v e ,  to  p ro tec t  th e  

small re f ine rie s  in th e  f i r s t  p l a c e , "  Saw hill  s a id .  "We w il l  do t h i s ,  but 

We will a llow  th e  la rg e r  c o m p a n ie s — w ith  th e  c a p a b i l i ty  to  s e a rc h  for 

imported and d o m e s t ic  s o u r c e s — to  o p e ra te  a t  a p ro duc tion  c a p a c i ty  b a se d  

°n their a b i l i ty  to  find c rude  o i l ."
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If t h e s e  c h a n g e s  in th e  m andato ry  a l lo c a t io n  a c t  a re  not fo r th ­

c o m in g , th e  co un try  cou ld  fa c e  ev en  more s e v e re  sh o r t f a l l s  of 

p e t r o l e u m / '  S aw hill  s a i d .  FEO c u rre n t ly  e s t im a te s  th e  n a t io n a l  

pe tro leum  sh o r tfa l l  a t  2 .7  m illion  b a r re ls  per d a y .

U nder th e  cu rren t c rude  o il  a l lo c a t io n  p ro g ram , re f in e rs  of a l l  

s i z e s  m ust o p e ra te  a t  th e  sam e p e rc e n ta g e  of c a p a c i ty .  If a re f in e r  

h a s  c rude  o il  ab o v e  t h i s  l e v e l ,  he  m ust s e l l  to  th o s e  w ith  l e s s .  This 

p e rc e n ta g e  h a s  b e e n  s e t  a t  abou t 76 p e rc e n t  of p ro duc tion  l e v e l s  for 

th e  f i r s t  q u a r te r  of 1974 .

F ina l d e t a i l s  of th e  p ro p o sed  le g i s l a t i o n  a re  be ing  re a d ie d  for 

p re s e n ta t io n  to  th e  C o n g re s s  t h i s  com ing w e e k ,  S aw hill  s a id .

E 7^66
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EMBARGOED FOR RELEASE 
11 A.M. Eastern DST February 14, 1974

SIMON ORDERS REFINERS OF KEROSENE- 
BASED JET FUEL TO INCREASE YIELDS

Federal Energy Administrator William E. Simon today 

ordered refiners of kerosene-based jet fuel, the primary fuel 
for domestic and international airlines, to increase refinery 

yields of this fuel by six percent over last month. For 

example, a refiner whose January yield of "kerosene" jet 
fuel was eight percent of its refinery input would be ex­

pected to increase the yeild to 8.48 percent.
Simon asked for this increase in aviation fuel to ease 

expected shortages aggravated by the crude oil allocation 
program, which has required that some large refiners of 

aviation fuel turn some of their crude oil supplies over to 
other refiners with supply-to-capacity ratios of crude below 
the national average who are not capable of producing aviation 
fuel.

The Federal Energy Office action will allow the airlines 
to continue without seriously curtailing operations.

Simon noted that some refiners may have technological 
Problems that could thwart increased yields and that he would 

make exceptions in cases where the increased yields are not 
Possible.

E 7U-67
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Simon also asked that airlines broaden their jet fuel 

specifications so that more fuel could be made available 
through increased yields. He asked the Air Transport 

Association of America (ATA) and Federal Aviation Administra­
tion to help coordinate this project.

—  FEO —
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F e d e r a l  e n e r g y  o f f i c e

Benjamin Franklin Station 
12th and Penn. Ave., N.W

Washington, D.C. 
Telephone: 961-6161

Public Affairs

EMBARGOED FOR RELEASE 
11 A.M. Eastern DST February 14, 1974

ENERGY INFORMATION BILL PROPOSED

Legislation proposing that all energy-producing companies 
be required to provide the Federal Energy Office "accurate and 

timely information necessary to effect the formulation of 
sound public policy," will be submitted to Congress this week,

John Sawhill, FEO Deputy Administrator, announced today.

Sawhill said that early passage of the proposal —  called 

the "Energy Information Disclosure Act" —  is essential in order 
to cope with the nation's energy problems.

"The Federal Government must have timely, accurate, and 
complete information covering all aspects of energy resource 
availability," Sawhill said. "The bill will protect the 
proprietary interests of each energy-producing company, while 
assuring government access to vital information."

Under the proposed legislation, other Government agencies 
which obtain energy information from industry also would be 

required to supply that data to the Federal Energy Office, unless 

Prohibited from doing so "under specific existing legislation."

The bill also provides for both civil and criminal penalties, 
f°r companies refusing to submit data or submitting incorrect 
data, Sawhill said.
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FEO TO DISPATCH ACTION TEAMS TO 
20 STATES AND DISTRICT OF COT.TTMRTA

John C. Sawhill, Deputy Administrator of the Federal 

Energy Office (FEO) announced today that action teams will 
be sent to 20 States and the District of Columbia to give 

immediate attention to apparent critical shortages of 

gasoline in these areas.

These action teams of FEO specialists will be sent 
into those states where state and local officials have 

reported severe gasoline shortages. Teams will be dispatched 

within a few days to the District of Columbia, Arizona, Maryland, 

Massachusetts, New Hampshire, New Jersey, New York, Oregon, 
Florida, Vermont, Virginia, West Virginia, Alabama, Alaska, 

Georgia, Illinois, Montana, Nebraska, Nevada, Rhode I s la n d  and 
Pennsylvania. S a w h i l l  s a i d  FEO teams would:

1) Work with governors and state energy directors to
assist them in using the 3 percent state set-aside to

meet more effectively the shortages that have been occuring

within states.

2) Review special supply problems and localized shortages.

3) Review FEO and State data to insure accuracy.

4) Help speed action on requests for base period 

adjustments.
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5) Improve linkage between the States and FEO.
Sawhill said he had requested team reports beginning 

early next week as a basis for determining whether additional 

emergency allocations are necessary. Teams will be checking 
with State and local officials, petroleum industry repre­

sentatives and others involved in helping to relieve the 

current gasoline shortages that have been reported in some 
areas.

Sawhill indicated the need to continually examine 
potential hardships and to take any special actions necessary 

to assure an equitable distribution of gasoline prior to 
the time the allocation programs are fully effective.

FEO



Department of the
HINGTON, D.C. 20220 B B B W

FOR IMMEDIATE RELEASE February 19, 1974

TREASURY’S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two series 
of Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
cash and in exchange; for Treasury bills maturing February 28, 1974, in the amount 
of $4,303,180,000 as follows:

91-d.ay bills (to maturity date) to be issued February 28, 1974 in the amount 
of $2,500,000,000, or thereabouts, representing an additional amount of bills 
dated November 29, 1973, and to mature May 30, 1974 (CUSIP No. 912793 TPl )
originally issued in the amount of $1,797,645,000, the additional and original 
bills to be freely interchangeable.

182-day bills, for $1,800,000,000, or thereabouts, to be dated February 28, 1974, 
and. to mature August 29, 1974 (CUSIP No. 9 1 2 7 9 3  um 6 ) .

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued,in bearer forxn.^e^F§;: 
and in denominations of $ 1 0 , 0 0 0 ,  $ 1 5 , 0 0 0 ,  $ 5 0 , 0 0 0 ,  $ 1 0 0 , 0 0 0 ,  $ 5 0 0 , 0 0 0  and $ 1 , 0 0 0 , 0 0 0  

(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the clos-
mghour, one-thirty p.m., Eastern Daylight Saving time, Monda/i February 25, 1974. 
enders will not he received at the Treasury Department, Washington. Each tender 
rcusKbe for a minimum of $ 1 0 , 0 0 0 .  Tenders over $ 1 0 , 0 0 0  must be in multiples of 
^jyOO. In the case of competitive tenders the price offered must be expressed 
°n̂ the basis of 1 0 0 ,  with not more than three decimals, e.g., 9 9 . 9 2 5 .  Fractions 
ay n°t he used. It is urged that tenders be made on the printed forms and for­
warded in the special envelopes which will be supplied by Federal Reserve Banks 
or Ranches on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
banking institutions will not be permitted to submit tenders except for their own

(OVER)
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j
account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2 percent 
of the face amount of Treasury bills applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only thosel 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted! 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on February 28, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing February 28, 1974. Cash and exchange tenders will receive equal j
treatment. Cash adjustments will be made for differences between the par value of j 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accru 

when the bills are sold, redeemed or otherwise disposed of, and the bills are ex­
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 

year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issu 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.



FEDERAL ENERGY OFFICE  
P u b lic  A f f a i r s

4001 New Ex e cu tive  O f f ic e  B u i ld in g  
W ash ington , D. C. 20461 

Telephone: 395-3537

EMBARGOED FOR RELEASE UNTIL
1:00 P.M ., FRIDAY, FEBRUARY 8, 1974

REMARKS BY THE HONORABLE W ILLIAM E. SIMON 
ADMINISTRATOR, FEDERAL ENERGY OFFICE, 

DEPUTY SECRETARY OF THE TREASURY 
BEFORE THE

WARREN, GORHAM & LAMONT SEMINAR 
THE SHERATON PARK HOTEL 

COTILLION ROOM
WASHINGTON, D.C.

FRIDAY, FEBRUARY 8, 1974 
1:00 P.M.

I  a p p re c ia te  the o p p o rtu n ity  to  p a r t ic ip a t e  in  t h i s  

timely and im portan t sem inar, "Your B u s in e ss  and the Energy  

C r is is . "  I  was g la d  to  acce p t Tony C h a se 's  in v i t a t io n  fo r  

two reasons. F i r s t ,  because the P re s id e n t  has g iv e n  me 

management r e s p o n s ib i l i t y  f o r  d e a lin g  w ith  the immediate c r i s i s  

and for s e t t in g  in  m otion the program  to  ad d re ss  the lo n g -ra n ge  

problems we fa ce . Second, because you, as top managers o f  

major b u s in e sse s  and in d u s t r ie s ,  are d e st in e d  to  p la y  a 

decisive p a r t  in  t h i s  c o u n t r y 's  d r iv e  fo r  energy s e l f - s u f f i c ie n c y  

I ' d  l i k e  to  d is c u s s  th ree  th in g s  w ith  you today.

I ' l l  ta lk  b r i e f l y  about the c u rre n t  c r i s i s  and the d u ra t io n  o f  

a long-term, w orld -w ide  energy sh o rta ge . Then I ' l l  t e l l  you  

what we see as the n e ce ssa ry  s te p s  to  manage the cu rre n t  c r i s i s  

and to get ready fo r  the lo n g  h a u l.  But I ' l l  spend most o f  

my time here today d is c u s s in g  your r o le .  I 'm  g o in g  to  t r y  to  

you to  take on p a r t  o f  the job o f  s o lv in g  the energy c r i s i s .
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I f  w e 're  g o in g  to  manage the immediate s i t u a t io n  su c c e s s fu lly ,  

we need your h e lp . I f  w e 're  g o in g  to  shape a w orkable p o lic y  

fo r  s o lv in g  the lo n g e r -ra n g e  prob lem s, we need your th in k in g ,  

and your experience.

The q u e st io n  I  hear most o fte n  these  days b o i l s  down 

to  t h i s :  I s  the energy c r i s i s  r e a l?  Many peop le  j u s t  d o n 't  

b e lie v e  th a t  we are  r e a l ly  sh o r t  o f  energy. They are confused, 

f r u s t r a t e d ,  and lo o k in g  fo r  someone to  blame.

The t ru th  i s  w e 're  a l l  to  blame. We have consumed 

our n a tu ra l re so u rce s  in  t h i s  cou n try  l i k e  the l a s t  o f the 

b ig  tim e energy spenders. Now i t ' s  tim e to  wake up and 

fa ce  the energy r e a l i t i e s .

The Arab embargo, p a in fu l  a s i t  i s ,  m igh t be j u s t  the 

c o ld  bath  we needed. The b o y co tt  has a b ru p t ly  te le scoped  

the t r a n s i t io n  from an era  o f  cheap and abundant energy to  

one o f  g re a te r  s c a r c i t y  and h igh e r  c o s t .

We have been b u i ld in g  up to  t h i s  predicam ent fo r  a 

lo n g  tim e. The "energy  gap " was c reate d  by some o f these  

f a c t o r s :

Energy demand has grown between 4 and 5 pe rcent a year 

fo r  20 y e a rs .

Domestic exploration peaked in 1956 and production 
peaked in 1970.
Use o f  c o a l has con tinued  to  d e c lin e  fo r  a v a r ie t y  o f reasonsi 

d e sp ite  the f a c t  th a t  we have an a lm ost i n f i n i t e  supply»
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—  And the prom ise o f  n u c le a r  power, which p ro v id e s  

o n ly  1 pe rcent o f  our t o t a l  energy s u p p l ie s ,  has  

f a i le d  to  match e a r l ie r  e x p e c ta t io n s .

The f a c t  o f  the m atter i s  th a t  today we are  

im porting 5 m i l l io n  b a r r e ls  a day. Post-em bargo  

w e 'l l  im port over 7 m i l l io n  b a r r e ls  a day to  meet our 

needs.

But b e fo re  we push the p a n ic  bu tto n , l e t ' s  th in k  

about two v i t a l l y  im portan t, and o fte n  overlooked ,  

f a c t s :

—  The U .S. i s  85 pe rcent s e l f - s u f f i c i e n t  in  

energy. That p u ts  us in  a b e t te r  p o s i t io n  

than v i r t u a l l y  any o the r in d u s t r ia l iz e d  

n a t io n  except Canada and the S o v ie t  Union.

—  From a re sou rce  s ta n d p o in t,  the U .S . i s  

l i t e r a l l y  an underdeveloped n a t io n .  We have 

o i l ,  n a tu ra l ga s ,  and c o a l re se rv e s  to  meet 

our energy needs fo r  c e n tu r ie s .
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But a s lo n g  as  these  re so u rce s  l i e  b u r ie d  in  the  

ground, we la y  o u r se lv e s  wide open to  b o y co tt,  p r ic e -  

ja c k in g ,  and a thousand-and-one  n igh tm ares y e t undreamed.

So the energy c r i s i s  i s  r e a l .  I t ' s  in co n ve n ie n t.

For some, i t  may be a tem porary h a rd sh ip . But i t  i s  a 

s o lv a b le  problem . I t  i s  a m anageable c r i s i s .

The job  o f  a manager i s  to  dec ide  what to  do and to  

see th a t  i t  g e ts  done. And to  me, the in d ic a te d  a c t io n s  

are  q u ite  c le a r .  We must:

—  dampen demand,

—  in c re a se  dom estic  p ro d u c tio n ,

—  b r in g  o n - l in e  the a lte rn a te  sou rces th a t  can  

be a v a i la b le  in  the in te rm e d ia te -te rm , and,

—  expand R & D program s to  f in d  new energy sources  

fo r  the medium and lo n g  range fu tu re .

S in c e  the F e d e ra l Energy O f f ic e  opened fo r  b u s in e ss  

on December 4, we have taken v ig o ro u s  a c t io n  in  each o f  

these  a re a s :

—  We have assumed c o n t ro l o f  the mandatory allocation 
program , to  ensure th a t  energy sh o rta g e s  are  managed 

e q u ita b ly ,  w ith  the le a s t  economic im pact and, 

m ost im p ortan t, a m in im al e f fe c t  on jo b s.

—  We have implemented r e a l i s t i c  energy co n se rva tio n  goals.

—  We have developed the most accu ra te  energy inform ation

system  p o s s ib le  w ith in  the tim e and a u th o r it y  a v a ila b le

to  u s, and nave asked c o n gre ss  fo r  the l e g i s l a t i o n

n e ce ssa ry  to  improve i t .
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—  We have proposed changes to  the tax  s t ru c tu re  and 

o th e r l e g i s l a t i v e  i n i t i a t i v e s  d e sign e d  to  s t im u la te  

development o f  dom estic  re so u rce s.

I ' d  p a r t ic u la r ly  l i k e  to  commend Am erican b u s in e ss  

and in d u stry ,  n o t j u s t  fo r  low e rin g  t h e ir  th e rm o sta ts  10 

degrees, but fo r  c o u n t le s s  o th e r re s p o n s ib le  and re so u rc e fu l  

conservation s t e p s .

Whole in d u s t r ie s  have p itc h e d  in .  On the E a s t  C o a s t,  

e le ctr ic  u t i l i t y  com panies have converted  some o f  t h e ir  ge n e ra to r  

units from o i l  to  c o a l.  By the end o f the month 22 u n it s  w i l l  

be burning c o a l,  s a v in g  n e a r ly  80,000 b a r r e ls  o f  r e s id u a l  fu e l  

o il a day. When the c o n ve rs io n  program  i s  com plete, an a d d it io n a l

200,000 b a r r e ls  a day w i l l  be saved.

E le c t r ic  u t i l i t i e s  in  the M idw est, M id -So u th  and Canada have 

worked out a scheme fo r  t r a n s m it t in g ,  o r "w h e e lin g " t h e ir  power 

to the E a s t  C o a st.  T h is  a llo w s  E a ste rn  power companies to  shu t  

down th e ir  o i l - f i r e d  ge n e ra to rs  fo r  a few hours a day, r e s u l t in g  

in another energy s a v in g s  o f  49,000 b a r r e ls  a day.

The number one g o a l o f  the M andatory A l lo c a t io n  Program  

is  saving jo b s ,  keep ing the economy ru n n in g . In  a s h o r t f a l l  

environment we want to  manage e x i s t in g  s u p p lie s  a s e q u ita b ly  

as P o ss ib le .  We want to  ensure th a t  sh o rta g e s  a re  shared r e ­

g iona lly  as w e ll a s  d i s t r i b u t i v e l y  w ith in  the economy, w ith ou t  

in h ib it in g  lo n g -te rm  economic grow th. The A l lo c a t io n  Program  

ls  a lso  designed  to  keep r e a l  h a rd sh ip  to  a m in im um ,guaranteeing  

adequate su p p lie s  needed fo r  c r i t i c a l  human s e r v ic e s .
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The keys to  su cce ss  in  a l lo c a t io n  are f l e x i b i l i t y ,  and 

d e c e n t r a l iz a t io n .  S in ce  December, we have in c re a se d  our 

a l lo c a t io n  s t a f f  to  1,280 peop le , a lm ost a thousand o f  whom 

are in  r e g io n a l and s ta te  o f f i c e s ,  and have reduced a backlog 

o f  20,000 ca se s  to  a norm al w eekly c a se lo a d  o f  1,500.

L oo k in g  to  the fu tu re ,  we face  the tremendous cha llenge  of 

t r a n s la t in g  p re se n t re spon se s in to  new a t t i t u d e s ,  va lu e s  and 

p a t te rn s  o f  a c t io n  th a t  w i l l  le a d  us to  the c a p a c ity  fo r  energy 

s e l f - s u f f ic ie n c y .

To a t t a in  s e l f - s u f f i c ie n c y ,  we have se t  fo r th  a f iv e  part 

approach to  the development o f  sound energy p o l ic y :

F i r s t . We need a c e n t r a l  energy o rg a n iz a t io n  in  the 

governm ent. Enactment o f  l e g i s l a t i o n  to  c re a te  a Federa l 

Energy Agency w i l l  be an i n i t i a l  s te p  in  th a t  d ir e c t io n .  But

eventually we must have a cabinet-level Department of Energy 
and Natural Resources.

Second. We must implement P ro je c t  Independence to  develop 

our v a s t  untapped re so u rce s. Today, fo r  example, we ge t as 

much energy from firew ood  as we do from n u c le a r  f i s s io n .  I  

say  i t  i s  tim e to  expand on the prom ise o f  n u c le a r  power.

W ith  h a l f  the w o r ld 's  proven c o a l re se rv e s ,  we have enough 

c o a l a lone  to  su p p ly  a l l  our energy needs fo r  the next couple 

o f c e n tu r ie s .  And ro u g h ly  40 pe rcen t o f  our p o te n t ia l  o i l  and 

n a tu ra l ga s  re se rv e s  l i e  s t i l l  untapped on the Outer Continental 

S h e lf .  The A la sk a n  p ip e l in e ,  i f  i t  were in  o p e ra t io n , would
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pumping 2 m i l l io n  b a r r e ls  a day. The o i l  sh a le  in  C o lo ra d o ,

Wyoming and Utah h o ld s  the e q u iv a le n t  o f 1.8 t r i l l i o n  b a r r e ls  o f  

oil —  f iv e  tim es the amount o f o i l  t h a t ' s  in  the P e r s ia n  G u lf .

We must step  up development o f o i l  sh a le  co n v e rs io n , and the  

technologies fo r  g a s i f i c a t i o n  and l iq u e fa c t io n  o f c o a l.  We must 

push out to  the f r o n t ie r s  o f  re se a rch  in  breeder r e a c t o r s , n u c le a r  

fusion, geotherm al and s o la r  energy so u rce s.

I  say the tim e has come to  b r in g  a l l  o f  these  re so u rce s  

into the m arketp lace .

T h ird . We m ust deve lop  a new r e la t io n s h ip  between government 

and in du stry . I f  w e 're  g o in g  to  manage the energy s i t u a t io n ,  we 

must have accu ra te , t im e ly  in fo rm a tio n . As I ' v e  s a id ,  w e've  

already taken f irm  a c t io n ,  w ith in  our e x i s t in g  powers. And 

we ve asked C on gre ss fo r  a d d it io n a l  a u th o r it y ,  to  ensure th a t  

we get r e l ia b le ,  v e r i f i a b le  data.

Fourth. We must fo rge  a new s t ru c tu re  o f  in te r n a t io n a l  

cooperation between o i l  p ro d u c in g  and consum ing n a t io n s .  T a lk s  

last week w ith  Canadian  Energy M in is t e r  MacDonald were v a lu a b le  

and may p o in t  the way to  c lo s e r  energy t i e s  between both  

countries. Next week, a s  you know, we w i l l  expand th a t  d ia lo g u e  

ln a f e t i n g  o f  consumer n a t io n s  c a l le d  by the P re s id e n t.

__i£th. We must deve lop  a new "en ergy  c o n se rv a t io n  e th ic "  

th is  country to  dampen the runaway grow th in  demand. The 

U rge n cy  c o n se rva t io n  m easures we have taken in  the l a s t

several months must be re p la ce d  by l i f e t im e  h a b it s  o f  energy  

common-sense.

We are run n in g  the Am erican economy r i g h t  now on an energy  

PPly t h a t 's  14 pe rce n t below u n co n stra in e d  demand. The
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f a c t  th a t  we can absorb  th a t  k in d  o f  d e f i c i t  w ith o u t se r io u s  

e ro s io n  o f  the N a t io n 's  p ro d u c tive  c a p a c ity  t e l l s  me two 

th in g s .  I t  shows th a t  the coo p e ra tio n  o f  the Am erican people, 

and the response  o f b u s in e s s  and in d u s t r y ,  have been

m a g n if ic e n t .  I t  a ls o  t e l l s  me w e've been l i v i n g  p re t ty  h igh  

on the energy hog, and th a t  we cut out th a t  f a t  w ith ou t  

to u ch in g  the r e a l m uscle in  the economy.

Some e s t im a te s ,  fo r  example, in d ic a te  th a t  we waste between 

30 and 40 pe rce n t o f the energy we produce. One a n a ly s is  shows 

th a t  210 m i l l i o n  Am ericans waste as much energy as 110 m illio n  

Japane se consume.

B u s in e ss  and in d u s t r y  account fo r  n e a r ly  70 percent of our 

t o t a l  energy consum ption. T h a t 's  why I  s a id  th a t  you w i l l  have, 

must have, a m ajor r o le  to  p la y  in  energy c o n se rva t io n .

We've se n t out 43,000 le t t e r s  to  businessm en throughout 

the coun try . W e've re ce ive d  12,000 r e p l ie s ,  w ith  commitments to 

save energy, and the answers are s t i l l  com ing in .  In d u stry  

i n i t i a t i v e s  to  save energy are a lre a d y  y ie ld in g  s o l id  re su lts .

C orporate  e x e c u tiv e s  have made them se lves c le a r  on one 

p o in t .  They i n s i s t  th a t  the Fe d era l government shou ld  se t only 

broad c o n se rv a t io n  g u id e l in e s .  In d iv id u a l  companies w i l l  

ach ieve  those  g o a ls  in  ways which complement t h e ir  unique 

co rp o ra te  c ircu m stan ce s. I  agree w ith  t h i s  p h ilo so p h y , and 

th a t  i s  our approach to  in d u s t r y  c o n se rv a t io n .

To meet the energy r e a l i t i e s  o f  the fu tu re ,  a l l  companies 

la r g e  and sm a ll,  w i l l  be o b lig e d  to  adopt energy management 

program s, to  in c lu d e :



- top management commitment to  energy c o n se rv a t io n .

- an a u d it  o f  a l l  energy u ses w ith in  the company.

- tough, m easurable  g o a ls  fo r  energy s a v in g s ,  and,

- an in fo rm a tio n  campaign fo r  em ployees, s u p p l ie r s ,  and

custom ers as w e ll,  on the need fo r  energy c o n se rv a t io n .

Management c o n tro l o f  energy use i s  t a k in g  on the same 

importance as o th e r  key fu n c t io n s ,  such as m arke tin g, p ro d u c tio n ,  

or finance.

L e t 's  take a lo o k  a t  each o f  th ose  fo u r  b a s ic s  I  mentioned  

a moment ago*.

F i r s t ,  top management commitment. T h is  re q u ire s  a se r io u s  

policy d e c is io n  by se n io r  management and the appointm ent o f  a 

corporate -leve l energy manager to  deve lop  and implement 

conservation program s down the l in e .

At Dupont, the V ic e  P re s id e n t  o f  E n g in e e r in g  c a r r ie s  out 

the energy management job. PPG In d u s t r ie s  has appo in ted  a 

corporate energy manager to  co o rd in a te  the e f f o r t  th rough  p la n t  

managers and t h e ir  te c h n ic a l s t a f f s .

Once top management has made t h i s  commitment and a s s ig n e d  

responsibility, the next step  i s  an energy a u d it .

A complete energy a u d it  rev iew s a l l  forms o f  energy used  

in your o p e ra t io n : e le c t r i c i t y ,  n a tu ra l g a s ,  g a s o l in e ,  c o a l 

and o i l .  Dow Chem ical, fo r  example, i s  u s in g  a fo u r  column 

energy balance sheet. I t  l i s t s  each p ro c e ss in g  step ; i t  

calculates the energy t h e o r e t ic a l ly  re q u ire d  fo r  th a t  p ro c e ss ;  

shows the a c tu a l energy used, and, in  the l a s t  column, the
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v a r ia n c e  between th e o r e t ic a l  and a c tu a l use.

The g o a l o f  Dow 's a u d it ,  o f  cou rse , i s  to  reduce th a t  

v a r ia n ce  to  a minimum.

When the energy a u d it  has been made, you w i l l  know how 

much energy you are u s in g  and where. And you w i l l  p robab ly  

be ab le  to  id e n t i f y  c e r ta in  a re as o f  w aste.

Step  3, then, i s  to  se t  c o n se rv a t io n  g o a ls  —  and to  

meet them. W ith  the c o s t s  o f a l l  forms o f  energy r i s i n g ,  i t  

makes good b u s in e ss  sense to  se t  tough, m easurable g o a ls .

Im prov ing  energy e f f ic ie n c y  fo cu se s  on these  a re a s:  

p ro d u c tio n  and p ro c e ss in g ,  h e a t in g  and a ir - c o n d it io n in g ,  

l i g h t in g ,  c o n s t ru c t io n  and re m o d e llin g , and t ra n sp o r ta t io n .

H e atin g  and c o o lin g  system s consume about o n e - f i f t h  of the 

N a t io n 's  energy. In  many ca se s, energy requ irem ents fo r  

c o o lin g  and h e a t in g  can be reduced by up to  30 percent w ith  

l i t t l e  s a c r i f i c e  in  com fort.

In  com m ercial and in d u s t r ia l  b u i ld in g s  as much as 30 cents 

out o f every d o l la r  spent fo r  e le c t r i c i t y  goes fo r  l ig h t in g .  

And s a v in g s  o f 15 pe rcent can o fte n  be made by such sim ple  

ste p s  as tu rn in g  o f f  l i g h t s  when not needed, a d ju s t in g  the 

l i g h t  to  the job  requ irem ents, or sw itc h in g  from  incandescent 

to  f lo u re sc e n t  lamps.

New c o n s tru c t io n  and re m o d e llin g  h o ld  even g re a te r  

o p p o r tu n it ie s  fo r  energy s a v in g s .  B e tte r  in s u la t io n  in  

e x is t in g  b u i ld in g s ,  and in  new c o n s t ru c t io n ,  i s  a r e la t iv e ly  

in e xp e n sive  way to  improve energy e f f ic ie n c y .
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Motor fu e l p r ic e s  have been e s c a la t in g  r a p id ly .  I t  i s  

estimated th a t  most f irm s ,  th rough  con tin u ou s d r iv e r  ed u ca tion  

and more e f f i c i e n t  r o u t in g  and sc h e d u lin g ,  cou ld  save 15 to  20 

percent o f  the fu e l they now use.

The fo u r th  b a s ic  ste p  in  energy management i s  to  g e t  the  

conservation m essage out to  your employees and the community a t  

large. I f  we are s u c c e s s fu l  in  g e t t in g  the people  o f  t h i s  

country to  change t h e ir  s p e n d th r if t  h a b it s  and become d ed ica ted  

energy sa v e rs ,  i t  w i l l  p ro b ab ly  be la r g e ly  the r e s u l t  o f  

thousands upon thousands o f  company in fo rm a tio n  program s.

There are p r a c t ic a l  hard-headed b u s in e ss  reason s fo r  ta k in g  

these four s te p s .  Moreover, energy s a v in g s  t r a n s la te  d i r e c t ly  

into d o l la r  s a v in g s .  In  i t s  Roch este r p la n t ,  Eastman Kodak 

saved 1.6 m i l l i o n  d o l la r s  in  u t i l i t y  c o s t s  in  1972.

* In  K in g sp o r t ,  Tennessee, Kodak reduced i t s  p ro d u c tio n  

energy consum ption by 20 pe rcent.

* AT&T i s  r e p la c in g  a l l  the vacuum tubes in  i t s  system s  

with s o l id  s ta te  d e v ice s. The expected annual s a v in g s  add up 

to 250 m i l l io n  k ilo w a t t  hours o f e l e c t r i c i t y  - -  enough to  

l ig h t  30,000 homes fo r  a year.

* Union C arb ide  saved $6 m i l l i o n  l a s t  ye ar w ith  a 20 

percent cut o f  p ro d u c tio n  and p ro c e ss in g  energy requ irem ents.

* And the P e p si C o la  d i s t r ib u t o r s  o f Texas, by re ro u t in g  

the ir tru ck s  and p e rsu a d in g  t h e ir  custom ers to  take la r g e r

d e liv e r ie s ,  have reduced t h e ir  motor fu e l requ irem ents by more 

than 40 percent.
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If there is any single discipline in which the United 
States is indisputably without peer in the community of 
nations, it is management. Other nations, without exception, 
look with envy upon the abilities of the American manager.
It is this management capability, to effectively apply a 
workforce and resources to achieve literally anything this 
country attempts, that will solve the energy crisis for us.

There are a lot of reasons for the superiority of American 
management —  the nature of our economy, our system of education 
our advanced and sophisticated workforce, and old-fashioned 
"Yankee ingenuity." But I believe the primary reason for 
America's extraordinary and enduring management capability lies 
in the nature of our government. We are a free nation. And 
free people not only have lifelong opportunities to think 
for themselves, they have a lifelong obligation and need to 
think for themselves.

An Oriental sage once said "Pain makes man think.
Thought makes man wise." Maybe the pain of the present 
moment will make us act with what I've called "uncharacteristic

wisdom in our energy utilization."
The American people, and you, as leaders of American 

industry, will meet this challenge to reduce demand. Our 
role in government is to provide the leadership, to chart the 
course to self-sufficiency, to an energy supply that's 
absolutely invulnerable to adverse action by any other nation.

-FEO-
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OIL COMPANIES TO SUPPLY TRUCKERS

Deputy Administrator John C. Sawhill today announced 
that major producers of middle distillate and motor 
gasoline have been notified by the Federal Energy; Office 
to immediately furnish additional fuel to truck stops so 
that they can meet the needs of truckers engaged in 
hauling cargo, freight and mail.

A telegram was sent to the major oil companies 
notifying them that truckers are to be assigned a base 
period of 100 percent of their current needs of diesel 
fuel and gasoline. The telegram also directs suppliers to 
make interim allocations to truck stops where necessary. 
The amendment has been submitted to the Federal Register 
for publication.

Attachment

-FEO-

E-74-68



TELEGRAPHIC MESSAGE:

TO: ALL MAJOR OIL COMPANIES
SUBJECT: ALLOCATION OF MIDDLE DISTILLATE AND MOTOR GASOLINE

FOR TRUCKERS

THE MANDATORY ALLOCATION REGULATIONS HAVE BEEN AMENDED TO 
PROVIDE CARGO, FREIGHT AND MAIL HAULING USES WITH AN ALLOCATION 
LEVEL OF ONE HUNDRED PERCENT OF CURRENT REQUIREMENTS OF MIDDLE 
DISTILLATE. WITH RESPECT TO MOTOR GASOLINE, CARGO, FREIGHT 
AND MAIL HAULING USES BY TRUCK ARE ALSO PROVIDED WITH AN 
ALLOCATION LEVEL OF ONE HUNDRED PERCENT OF CURRENT REQUIREMENTS.

YOU SHOULD IMMEDIATELY PROCESS APPLICATIONS OF WHOLESALE 
PURCHASERS OR SUPPLIERS FOR ADJUSTMENT TO THEIR BASE PERIOD 
VOLUME TO COVER CERTIFIED INCREASES IN VOLUME OCCASIONED BY 
THESE AMENDMENTS IN ACCORDANCE WITH THE PROVISIONS OF 10 CFR 
211.13(d) and 211.11. ALL WHOLESALE PURCHASERS OR SUPPLIERS 
OF TRUCKERS SHOULD IMMEDIATELY BE FURNISHED MIDDLE DISTILLATE 
AND MOTOR GASOLINE IN FULFILLMENT OF SUCH ADJUSTED BASE PERIOD 
VOLUMES.

JOHN W. WEBER 
ASSISTANT ADMINISTRATOR 
OPERATIONS AND COMPLIANCE
FEDERAL ENERGY OFFICE
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FEO RULING C LA R IF IE S  GAS 
NON-DISCRIM INATION POLICY

Se rv ic e  s t a t io n  owners who have made a p r a c t ic e  o f  

se rv ic in g  com m ercial a cco u n ts, or b u lk  s a le s  fo r  com m ercial 

use, may con tin ue  to  do so  w ith ou t v i o la t i n g  Fe d era l Energy  

O ffice  n o n -d is c r im in a t io n  p o l ic ie s ,  under a r u l in g  is su e d  

Friday by W ill ia m  N. W alker, FEO G enera l Counse l.

W alker s a id  the p r a c t ic e  cou ld  con tin ue  under arrangem ents 

where com m ercial custom ers purchase  fu e l from s p e c ia l  pumps o r  

during s p e c ia l  hours.

The r u l in g  a ls o  made c le a r  th a t  the odd-even l ic e n s e  

plate p lan  now in  e f fe c t  in  many s t a te s  does not c o n f l i c t  

with FEO p o l ic y .  I t  a l s o  a f f ir m s  a s u p p l ie r 's  o b l ig a t io n  to  

meet a l l  p r i o r i t y  requ irem ents under the mandatory petroleum  

a llo c a t io n  r e g u la t io n s .

The r u l in g  came in  response  to  q u e st io n s  re g a rd in g  the  

po licy  bann ing d is c r im in a t io n  in  g a s o l in e  s a le s ,  which was 

announced e a r l ie r  in  the week.

"The purpose o f the a n t i - d is c r im in a t io n  r u l in g , "  W alker 

said, " i s  to  emphasize the FEO p o l ic y  o f  en cou rag in g  f a i r  

dealing and e q u ita b le  treatm ent among g a s o l in e  and d ie s e l  

fuel custom ers.

2 -7 4 -7 1 -m ore-
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"We are c o n t in u in g  to  r e ly  on the g o o d w ill  and the  

common sense o f  s e rv ic e  s t a t io n  owners and th e ir  cu stom ers,"  

W alker s a id .

-  FEO -

The r u l in g  i s  a ttach ed



FEDERAL ENERGY OFFICE 
RULING 1974 - 6

Discrimination Among Purchasers of 
Allocated Products

FACTS; : fe 3S> C9p ;.v3 O t oL

Firm A is a retail marketer of motor gafaline 
and diesel fuel in a state or locality which has adopted a plan 
which establishes certain categories of purchasers and specifies the dates, 
times or conditions under which sales; to such categories of purchaser od 
can be made. The plan to which Firm A is subject permits the sale rb 
of gasoline to customers with vehicles with even numbered license plates - : f- 
only on even: numbered dates, and-the sale of gasoline to customers 
with vehicles v;ith odd numbered license, plates only on odd' numbered 
dates. The plan also provides that certain categories of purchasers, 11-3,013 
such as those with emergency vehicles or with commercial vehicles,
can purchase gasoline on any date. .¿et*. :x  r::\ :• r

Firm B is a retail marketer of motor gasoline and diesel- .fuel’ 
whichois ' .subject to .mandatory allocation requirements ' under.r which /it ' - - : 
ni3kes 100 gpercent of current needs for-gasoline available to' certain 
categories of purchaser. Fina B. is also subject-to ¿mi.order Sunder *toi 

the State set-aside program to make available certain, amounts of gasolinf.L 
to a particular purchaseru i/saoi :.o :r. ;> m Mlc ym AjiniT

Firm C is a -retail marketer of • motor gasoline1 .anddiosedufupl/ dnolov • " 
whieh has ai;normal business- practice, established, before:; thei mandatory:
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allocation program became effective, of providing certain preferential
V

treatment in connection with the sale of products to commercial 
accounts or in bulk to commerical users. Such practices include 
the sale to such purchasers from a separate pump or at times other 
than when sales are being made to the general public.
ISSUE #1:

May Firm A follow the state plan without violating 10 CFR 
210.62, which requires that suppliers deal with purchasers according 
to normal business practices and that no supplier engage in any 
form of discrimination among purchasers?
ISSUE #2: . , :

May Firm B follow the mandatory allocation requirements and the 
order under the State set-aside program, without violating 10 CFR 
210.62? *
ISSUE #3:

May 1* irm C continue its normal ] )usiness practice of giving 
sane form of preferential treatment to purchasers for commerical 
accounts or in bulk for commercial use, such as selling from a separate 
pump or making sales at a time other than when sales are being made to 
the general public without violating 10 CFR 210.62?
RULING:

Firm A may follow a state or local plan, whethei: mandatory 
or voluntary7, which establishes certain categories of purchasers 
and certain conditions of sale as to such categories without violating



10 CFR 210.62, provided that Firm A does not discriminate in its 
treatment of purchasers within the categories established by the 
plan. Firm A may not change its normal business practices except 
to the extent that it distinguishes among the categories of 
customer specified by the state. Such action by Firm A would not 
be regarded as "discriminatory" under 10 CFR 210.62(b), since it 
would not constitute "extending any preference or sales treatment 
which has the effect of frustrating or impairing the objectives, 
purposes and intent of this Chapter or of the Act." It should be 
noted, however, that compliance with any such state plan by Firm A 
must be uniform, and that application of such a plan to only seme 
purchasers, (for example, purchasers who are not regarded by Firm 
A as regular customers), but to o-pier purchasers, would constitute 
prohibited "discrimination" under 10 CFR 210.62 (b).

Firm B may follow the mandatory allocation requirements 
and the order under the State set-aside program. .10 CFR 210.62 
was adopted in order to further the goals of the over-all mandatory 
allocation program, and follaving the requirements of that program 
would not constitute prohibited "discriminatory" action under 10 CFR 
210.62.

Firm C may continue to give some form of preferential treatment 
to purchasers for commercial accounts or in bulk for commercial 
Use' provided the practice was established as a normal business
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practice, consistent with 10 CFR 210.62(a), and that it is not 
followed in such a inanner as to circumvent the objectives of the
mandatory allocation program.

Februaiy 14, 1974

Federal Energy Office

%■ %
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EMBARGOED FOR RELEASE UNTIL
11:00 A.M. DST, SATURDAY, FEBRUARY 16, 1974

FEDERAL ENERGY OFFICE DEPUTY ADMINISTRATOR 
SAWHILL ANNOUNCES GASOLINE MARKUPS, ALLOCATIONS

R e t a i l  g a s o l in e  d e a le r s  whose a l lo c a te d  volume has been 

reduced by more than 15 pe rcent w i l l  be a llow ed  to  in c re a se  

the ir  markup by one cen t per g a l lo n  b e g in n in g  in  March, F e d e ra l 

Energy O f f ic e  Deputy A d m in is t ra to r  John C. S a w h il l  announced 

today.

T h is  one cent in c re a se  maybe m ain ta ined  each month p ro v id in g  

the d e a le r 's  a l lo c a te d  volume rem ains more than 15 percent  

below th e ir  1972 ad ju ste d  base p e r io d  volume.

S a w h ill  a l s o  s a id  he w i l l  announce new g a s o l in e  a l lo c a t io n s  

for s ta te s  w ith  c r i t i c a l  needs e a r ly  next week. The FEO i s  

d isp a tch in g  teams to  20 s t a te s  and the D i s t r i c t  o f Colum bia

to v e r ify  su p p ly  f ig u r e s  and in v e s t ig a te  d i s t r ib u t io n  system s  

within the s t a t e s .

o f f W  ? h lS  penny in c re a se  fo r  r e t a i l  d e a le r s  i s  de sign ed  to 
sunn?? g r e a s e d  d e a le r  o p e ra t in g  c o s t s  caused by reduced  
c o n fJ ^ S '-  ? awhl11 s a i d * "These o p e ra to rs  have not o n ly  had to 
crG reduced volum es, but a ls o  w ith  c o r o l la r y  de-
b a l^ S ?  ln  s a le s  o f  non-petro leum  p ro d u c ts , such as t i r e s ,  

t te r ie s  and o th e r item s.

been 2  Pa<?P le  j u s t  d o n 't  buy those  a c c e s so r ie s  after they've
of t h e ^ r i n g -iln  1^ne f °r  45 m inutes or an hour. So the income 
taking d e a le r s i s  d e c l in in g ,  and t h e ir  f ix e d  costs are 

y a la r g e r  b ite  o f t h e ir  reduced revenues.
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Sawhill added that dealers who have been getting 85 
percent or more of their base volumes have been able to with­
stand those increases because of a similar one cent hike in 
markups permitted in January.

"We made this decision after extensive^study and consultation 
with the FEO's Retail Dealers Group," Sawhill said. "The 
dealers group discussed the situation at length in its meeting 
here Wednesday, and we telephoned them Friday for further 
consultations."

The Retail Dealers Group consists of 12 station operators 
and jobbers from all parts of the country. They will meet again 
in Washington on February 28.

The increase will be permitted to station operators who 
receive less than 85 percent of their adjusted 1972 base period 
allotment of gasoline. Gasoline is allocated to service stations 
based on adjusted 1972 sales volumes. Because of unusual demogra­
phic changes and varying marketing practices, the allocations 
have differed from state to state but have averaged about 85 
percent nationwide.

FEO officials stressed that those dealers adding the one 
cent increase must make the adjustment at the same time they 
make their once a month adjustment to reflect increased product 
costs. FEO regulations permit only one price change a month.

Refiner-retailers who receive less than 85% of their adjusted 
base period allotment of gasoline will be allowed to increase 
their selling prices only if they can justify such increases 
through normal prenotification procedures.

E-74-73 
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MEMBERS OF THE FEDERAL ENERGY OFFICE RETAIL DEALERS GROUP 
TAIL DEALERS a

John E. McCutchen 
31 E.L. Morgan Drivo 
Jackson, Tenn. 38301 
f 901-424-3545; home; 901-424-1814
William S. Black 
1636 W. Circle Ave.
South Bend, Ind. 46627 
I 219-232-5819; home; 219-291-1094
Rod G. Flannery 
318 E. Main
Wessington Springs, So. Dak. 57382 
f 605-539-7300; home; 605-539-2621

A lte rn a te s  ; 4 »

Robert Heath  
1230 Neppehan Ave. 
Yonkers, N.Y. 
#914-969-9351; 
home; 914-835-1511

D a n ie l Hanna 
P.O. Box 3736 
P o r t la n d ,  Oregon 97208 
#503-659-0361  
Home: 503-223-9122

Robt. M. Lentz
10201 New Hampshire Ave.
Silver Spring, Md.
I 434-2200; home: 434-2254
Emmett E. Welch 
7010 N.W\ 16th St. Apt. 1110 
Oklahoma City, Oklahoma 73112 
i 405-524-6620; home: 405-787-9548
Philip M. Hudson 
1190 N. Chestnut Ave.
Fresno, Calif. 93727 
* 209-251-8317; home: 209-251-3855
Edward D. Haddad 
211 Curry Hollow Rd.
Pittsburgh, Pa. 15236 
# 412-892-2211; home: 412-655-2767
Eon Conrad
10th Street & Decoursey Ave. 
^ovmgton, Kentucky 4loi5 
* 006-291-2596; home: 606-341-3055
N H  L. Miller 
0201 Nebraska Ave.

Fla. 33604 
3-238-7494; home
V. Jarrell

in t e r s ta te  95
I Va* 23047 .
# 8°4-876-3361; home

813-920-5769

804-448-3444
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SIMON CALLS FOR ELIM INATION OF CRUDE O IL  ALLOCATION PROGRAM 
______IN  THE EMERGENCY PETROLEUM ALLOCATION ACT___________ __

Federal Energy O f f ic e  A d m in is t ra to r ,  W il l ia m  E. Simon, 

has c a lle d  upon C on gre ss fo r  the d e le t io n  o f  the Crude O i l  

A llo ca t io n  Program  from the mandatory p r o v is io n s  o f  the 

Emergency Petroleum  A l lo c a t io n  A c t o f  1973.

He has proposed an amendment to  C on gre ss th a t  would  

delete the crude o i l  a l lo c a t io n  program  from the A c t  and p la n s  

to ask Congress fo r  a u th o r ity  to  deve lop  a more f le x ib le  

crude o i l  a l lo c a t io n  program.

" I  b e lie v e  t h i s  a c t io n  i s  n e ce ssa ry  to  p ro v id e  f l e x i b i l i t y  

in the a d m in is t ra t io n  o f  t h i s  program , as C on gre ss o r i g i n a l l y  

intended, and to  a l le v ia t e  some o f  the in e q u it ie s  p re se n t ly  

ex ist in g  in  the p rogram ," Simon s a id .

"The p re se n t r i g i d  p r o v is io n s  o f  the crude o i l  a l lo c a t io n  

Program are c r e a t in g  the ve ry  problem s th a t  we a n t ic ip a te d ,  

and warned C on gre ss o f  l a s t  summer, and serve  to  d e fe a t the  

very purposes o f  the p rogram ," Simon added.

E 74-75
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The p r o v is io n s  o f  the A c t  are such th a t  i t  fo rc e s  a 

r e d i s t r ib u t io n  o f  crude on a s c a le  th a t  c re a te s  se r io u s  

sh o rta g e s  and fo rc e s  la r g e  r e f in e r s  th a t  make j e t  fu e l  and 

g a s o lin e  to  su p p ly  crude to  r e f in e r s  th a t  have less capability 
to make these fuels. This is adding to the current jet and 
gasoline fuel shortage problems.

Many h i s t o r i c a l  im p orte rs  o f  crude are r e lu c ta n t  to  

im port a d d it io n a l  crude because they may now buy from or  

must s e l l  to  the o th e r r e f in e r s  as a r e s u l t  o f  the b u y - s e l l  

p r o v is io n s  o f  the A c t.

0OO0
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FEO CARRYING OUT MANDATE OF CONGRESS IN BAN 
AGAINST GASOLINE DISCRIMINATION

The Federal Energy Office must carry out the mandate of 
Congress as specified in the Emergency Petroleum Allocation Act 
of 1973 in prohibiting discrimination in the sale of allocated 
products, FEO Administrator, William E. Simon, said today.

”We realize that this ban makes it difficult for many 
service station operators to continue serving their regular 
customers,” Simon said. ’’However, service station operators who 
have served commercial accounts from special pumps or during special 
hours may continue to do so without violating the ban. We also 
are aware that it has caused a loss in volume for many dealers 
who would like to fill their customer’s gasoline tanks while 
their cars are in for servicing, and we did not preclude dealers 
from providing gasoline for cars left at the station for repairs 
or other services. Also, the odd-even rationing plans now in 
affect in several states are not in violation of the anti-discrimina 
tion regulation.”

’’However, we must abide by the provisions of the Emergency 
Petroleum Allocation Act, which was enacted by Congress to assure

E-711-76



that everyone gets an equitable and fair share of allocated 
products,” Simon said. ’’Therefore, in enforcing the law we 
are abiding by Congressional mandate, which recognizes that 
special treatment for some means unfair hardship for others. 
We believe that fairness requires that all customers should 
receive the same treatment.

-FEO-
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FEDERAL ENERGY OFFICE  

FACT SHEET

NON-PREFERENTIAL TREATMENT FOR GASOLINE CUSTOMERS

One o f  the m ajor com p la in ts  b e in g  heard from r e t a i l  gas  

s ta t io n  o p e ra to rs  i s  th a t  FEO r e g u la t io n s  p reven t them from  

properly  s e r v in g  t h e ir  r e g u la r  custom ers. FEO r e a l iz e s ,  

probably b e t te r  than m ost, how s e r io u s ly  the d e a le r s  have 

been h u rt by the cu rre n t  g a s o l in e  sh o rta ge . We are  w e ll aware 

that the d e a le r  has been caught in  the m idd le , w ith  le s s  g a s ,  

reduced s a le s  o f  t i r e s ,  b a t t e r ie s  and a c c e s s o r ie s ,  fewer 

rep a irs  and se r v ic e  job s and d im in ish in g  p r o f i t  m arg in s. The 

sta tio n  o p e ra to r  i s  b e a r in g  the b ru n t o f  custom er f r u s t r a t io n  

with the g a s o l in e  sh o rtage  and the lo n g  l i n e s ,  and, under 

these c ircu m stan ce s, we can w e ll understand  h i s  j u s t i f i a b l e  

concern fo r  h i s  r e g u la r  custom ers. These custom ers have 

lo y a l ly  purchased n o t o n ly  g a s o l in e , b u t t i r e s , b a t t e r ie s , 

acce sso rie s  and r e p a ir s  from  the d e a le r  fo r  y e a r s ,  and he 

quite u n d erstan d ab ly  wants to  p re se rve  t h e ir  g o o d w ill  and r e t a in  

the ir b u s in e ss  th rough  the p re se n t c r i s i s .

W hile we are  deep ly  concerned and sym pathetic  to  the  

sincere d e s ire  o f  the d e a le r  to  be a llow ed  some way o f  

favoring h i s  r e g u la r  custom ers so as to  in su re  h im se lf  o f  

the ir con tinued  p a tron age , we must a ls o  take  a broader view  

°f the in t e r e s t s  o f  a l l  our c i t iz e n s .  When we do so , we are  

forced to  conclude  th a t  both  the C o n g re s s io n a l mandate and
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the p u b lic  in t e r e s t  re q u ire  adherence to  the p r in c ip le  o f  

n o n d isc r im in a t io n .  R e g u la t io n s  p r o h ib i t in g  d is c r im in a t io n  in 

the s a le  o f  g a s o l in e  a re  con ta in ed  in  l e g i s l a t i o n  passed  by 

the C on gre ss  l a s t  November. T h e re fo re , in  e n fo rc in g  the law 

we are  a b id in g  by C o n g re s s io n a l mandate. To u s ,  the lo g ic  

i s  in e sca p a b le  th a t  s p e c ia l  treatm ent f o r  some means u n fa ir  

h a rd sh ip  fo r  o t h e r s , and we b e lie v e  th a t  f a ir n e s s  req u ire s that 

a l l  custom ers sh o u ld  re c e iv e  e q u ita b le  treatm ent.

FEO i s  re q u ire d  by s ta tu te  to  ensure  th a t  the lim ite d  

amount o f  g a s o l in e  a v a i la b le  i s  d is t r ib u t e d  f a i r l y  among 

a l l  cu stom ers. S e c t io n  4 ( b ) (1) o f  the Emergency Petroleum
w  m ájA  r ’* r f íf l t í  jf$ t “v  $1 *’'• í í-1 * *

A l lo c a t io n  A c t  o f  1973 re q u ire s  th a t  FEO r e g u la t io n s  "to  

the maximum e x te n t p r a c t ic a b le ,  s h a l l  p ro v id e  fo r  . . . e q u i t a b le  

d is t r ib u t io n  (o f  g a s o l in e )  among a l l  u s e r s •" Furtherm ore, we 

are  convinced  as  a m atte r o f  sound p o l ic y  th a t  every c it ize n  

d e s i r in g  to  buy g a s o l in e ,  r e g a r d le s s  o f  h i s  p la c e  o f  residence, 

w e a lth , o r  p a s t  p u rc h a s in g  h a b it s ,  shou ld  have an equal chance 

to  o b ta in  h i s  share  o f  the l im ite d  su p p ly  o f  g a so lin e  a v a ila b le .' 

To ach ieve  th a t  o b je c t iv e ,  and in  re spon se  to  numerous in q u ir ie s  

and c o m p la in t s , FEO has amended i t s  r e g u la t io n s  and issued  an 

in te r p r e t iv e  r u l in g  d e s ign e d  to  p r o h ib i t  u n fa ir  d iscrim ination  

among members o f  the same c la s s  o f  p o t e n t ia l  custom ers.

I t  i s  im p o rtan t to  understand  j u s t  what th a t  r u l in g  said, 
and what i t  d id n 't  sa y .  We d id  n o t say  to  the d e a le rs  that
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they cou ld  not con tin ue  to  se rve  t h e ir  r e g u la r  custom ers.

We d id  not t e l l  the d e a le r s  th a t  they cou ld  not s e t  a s id e  

a sp e c ia l tim e or make s p e c ia l  arrangem ents to  se rve  t h e ir  

commercial a cco u n ts, i f  th a t  had been t h e ir  norm al p r a c t ic e .

We did not fo rb id  d e a le r s  from c o o p e ra t in g  w ith  a m andatory  

or vo lu n ta ry  s t a te  p la n  which e s t a b l i s h e s  c e r t a in  c a te g o r ie s  

of p r io r i t y  custom ers. We d id  not p re c lu d e  d e a le r s  from  

providing ga s  fo r  c a r s  l e f t  a t  the s t a t io n  f o r  r e p a ir s  o r  

other se rv ic e s .  The FEO r u l in g  s im p ly  p ro v id e s  th a t  so  .lon g  

as a s t a t io n  i s  s e l l i n g  g a s o l in e  to  n o n -p r io r i t y  custom ers  

i t  must g iv e  a l l  such custom ers equal treatm ent.

To perm it an in d iv id u a l  o p e ra to r  to  r e s t r i c t  h i s  s a l e s , 

d ire c t ly  o r  in d i r e c t ly ,  to  those  custom ers he id e n t i f ie s  a s h i s  

'regu lar cu stom ers" would in  our view  be so c le a r ly  in e q u ita b le  

to those p u rch ase rs  who fo r  one reason  o r  another co u ld  not  

qua lify  as the " r e g u la r  custom er" o f  any d e a le r ,  a s  to  v io la t e  

both the s ta tu te  and b a s ic  p r in c ip le s  o f  f a ir n e s s .  I f  each

■ ô r  exam ple, co u ld  a r b i t r a r i l y  d e s ig n a te  h i s  " r e g u la r  

customers" and th rough  one procedure o r  ano ther s e l l  o n ly  to  

these in d iv id u a ls ,  what would become o f  the t r a n s ie n t ,  the new 

family in  town, the o u t -o f - s t a t e  v i s i t o r ,  the new c a r  owner, 

the re g u la r  custom er" o f  one o f  the thousands o f  s t a t io n s

E 74-77
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w h ic h  h ave  u n f o r t u n a t e l y  been  f o r c e d  o u t  o f  b u s in e s s  by  the 

c u r r e n t  c r i s i s , o r  th e  lo w e r  incom e f a m i l y  w hose  p u rch a se s  

had  n e v e r  been  s u f f i c e n t  t o  j u s t i f y  " r e g u l a r  c u s to m e r "  status 

i n  th e  e y e s  o f  a n y  o p e r a t o r ?

We c a n n o t  r e v e r s e  o u r  p o s i t i o n  r e g a r d in g  t h i s  m atter, 

b u t  we r e c o g n iz e  th e  many h a r d s h ip s  b e in g  b o rn e  b y  the  re ta il 

d e a le r s  a t  t h i s  t im e ,  and  we a s s u r e  them  t h a t  we a re  do ing 

and w i l l  c o n t in u e  t o  do e v e r y t h in g  i n  o u r  pow er t o  reduce theirl 

b u rd e n s ,  and  a s s i s t  them  i n  g i v i n g  a l l  o f  t h e i r  cu stom ers 

th e  b e s t  s e r v i c e  p o s s i b l e  u n d e r  th e  c i r c u m s t a n c e s .
| Jf if S'

E 7 4 -7 7



Removal Notice

The item identified below has been removed in accordance with FRASER's policy on handling  
sensitive information in digitization projects due to

Number of Pages Removed:

Federal Reserve Bank of St. Louis https://fraser.stlouisfed.org

Citation Information

Document Type:

Author(s):

Title:

Date:

Journal:

Volume:

Page(s):

URL:



Department of IheTREASURY
HINGTON, D.C. 2 0 2 2 0 TELEPHONE WO4-2041

FOR R ELEASE 10:00 A.M. 
WEDNESDAY, FEBRUARY 20,1974

rial

STATEMENT OF THE HONORABLE GEORGE P. SHULTZ 
SECRETARY OF THE TREASURY 

BEFORE
THE HOUSE APPROPRIATIONS COMMITTEE 

WEDNESDAY, FEBRUARY 20, 1974 
AT 10:00 A.M.

Mr. Chairman and Members of this Committee, I am pleased 
to be with you this morning to discuss the budgetary outlook 
for the coming fiscal year.

The revenue estimates included in the budget are for 
total receipts of $270 billion in fiscal year 1974 and 
$295 billion in fiscal year 1975. Because of the 
difficulties of estimating revenues —  difficulties that 
are compounded this year by the uncertainties of the energy 
situation -- our receipts estimates are presented in 
round numbers. Indeed, these figures should be thought of 
as indicative of a range of estimates extending a minimum 

one percent on either side.
Outlays, over which we have greater control, are 

projected at $274.7 billion in fiscal year 1974 and 
$304.4 billion in fiscal year 1975. The result is moderate 
budget deficits in both years —  $4.7 billion in 1974 and 
$9.4 billion in 1975.

T a b le s  a t t a c h e d  to  t h i s  s ta te m e n t  p r o v id e  d e t a i l s  
°f the r e c e ip t s  e s t im a t e s  i n  th e  b u d g e t .  R e c e ip t s  a re  
expected to  r i s e  b y  a b o u t  $38 b i l l i o n ,  o r  16 p e r c e n t ,  
in  f i s c a l  y e a r  1974  and $25 b i l l i o n ,  o r  9 p e r c e n t ,  i n  
i y 75. Econom ic  e x p a n s io n  l i e s  b e h in d  m ost o f  th e  r i s e  i n
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r e c e ip t s ,  a l t h o u g h  r e c e n t l y - l e g i s l a t e d  c h a n ge s  i n  s o c i a l  
s e c u r i t y  t a x e s  a re  im p o r t a n t  and a c c o u n t  f o r  a b o u t  $ 8 -1 / 2  
b i l l i o n  o f  r e c e ip t s  i n  1974  and an  a d d i t i o n a l  $ 5 -1 / 2  b i l l i o n  
i n  1 975 . The p ro p o se d  w i n d f a l l  p r o f i t s  t a x  on c ru d e  o i l  
w o u ld  r a i s e  an  e s t im a te d  $1 b i l l i o n  n e t i n  f i s c a l  1974  and an 
a d d i t i o n a l  $2 b i l l i o n  n e t ( f o r  a t o t a l  o f  $3 b i l l i o n )  in  
f i s c a l  1 975 . F o l l o w in g  th e  u s u a l  p r a c t i c e ,  th e se  r e c e ip t s  
from  p ro p o se d  l e g i s l a t i o n  a re  in c lu d e d  i n  the  b u d g e t.

This budget, from the standpoint of fiscal policy, 
continues about the same posture as in the past two years.
In present circumstances, with the economy experiencing some 
shortages and an unacceptable rate of inflation, on the 
one hand, and some slowing of economic growth on the other 
hand, this appears to be the prudent course for policy 
to take.

The economic forecast for this calendar year calls for 
a slowdown in the first half of the year followed by a 
fairly strong recovery in the second half. Given the present 
uncertainties, however, economic policy must be especially 
flexible and ready to adapt promptly to changing 
circumstances. We stand ready to cooperate with your 
Committee and with the Congress generally to achieve the 
fiscal flexibility that our economic situation may prove 
to require.

Our first line of defense, should the economy slow down 
rriore than expected, is our system of automatic economic 
stabilizers such as unemployment insurance. I want to stress 
the need for prompt Congressional action on our proposal in 
this area, both the underlying reform first sent to Congress 
by the President last spring and the new measures designed 
to deal with the special needs of some labor market areas. 
Beyond this, however, I believe we should be cautious in 
applying stimulative policy. Since it is generally easier 
to expand than to contract the budget, a shift to budget 
ease -- should it turn out to be premature -- would be very 
unfortunate at a time like the present, when inflationary 
pressures are so strong. Unless and until the economic 
outlook departs significantly from current expectations, 1 
believe we should maintain the present budget stance.
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It is encouraging that the Congress is moving to 
develop its own mechanisms to coordinate individual spending 
decisions within the total budget framework. Your Committee 
has played an important role through the years in the 
search for better control over the Federal budget. The 
Administration supports the efforts of your Committee and 
others in the Congress to improve the budget process and 
to make it a more effective instrument of economic policy.

Attachments
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Budget Receipts

Under Legislation Proposed in Fiscal 1975 Budget Document 

__________________ (Billions of Dollars)
: 1973 :: 1974 : 1975
: actual:: estimate:: estimate

. 103.2 118.0 129.0
36.2 43.0 48.0

54.9 67.7 75.3
6.1 6.2 6.0
3.6 4.0 4.3
16.3 17.1 17.4
4.9 5.4 6.0

. 3.2 3.5 3.8
3.9 5.0 5.2

. 232.2 270.0 295.0

92.2 105.5 115.8
-21.3 -21.1 -23.6
161.4 185.6 202.8

Calendar years
1972 : 1973 :: 1974

actual : estimate:: estimate

. 1155 1288 1390
939 1035 1135
98 126 124

Individual income taxes ................... »........
Corporation income taxes ...........................
Social insurance taxes and contributions:
Employment taxes and contributions ...............
Unemployment insurance ........... ...............
Contributions for other insurance and retirement ..

Excise taxes ...... .................................
Estate and gift taxes ....... ....................
Customs duties ...... ...............................
Miscellaneous receipts .......... ...................
Unified budget receipts ............... ...........

Deduct:
Trust fund receipts ...............................
Interfund transactions ............................
Federal,Funds receipts ..........................

Underlying Economic Assumptions

Gross national product.....
personal income .............
Corporate profits before tax

Pice of the Secretary of the Treasury 
I ^ce °f Tax Analysis

February 14, 1974
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Projected Changes in Budget Receipts 

Fiscal Years 1974 and 1975

($ billions)
Fiscal 1974:Fiscal 1975 

from : from
Fiscal 1973:Fiscal 1974

Revenue changes traceable to:

Economic growth.................. . .. +28.4 +19.8

Windfall profits tax .................. .. +1.0 +2.0

Tax reform and simplification ......... • • i i i i-
*

• V
O

Social security changes ......... *.... • • +8.4 +5.5

Other changes ......................... • • |i
 

11 1

Total.... ......................... +37.8 +25.0

Office of the Secretary of the Treasury 
Office of Tax Analysis

January 24, 1974



Department of t h e T R E A S U R Y 11
••— ** -« o '* * * * * ““ îilephone W04-2041HINGTON. D.c. 20220

FOR IM M ED IATE  R ELEA SE

STATEMENT BY EDWARD M. ROOB 
S P E C IA L  A S S IS T A N T  TO THE SECRETARY (DEBT MANAGEMENT)

BEFORE THE
1974  BANK INVESTM ENTS CONFERENCE OF THE 

AM ER ICAN  BANKERS A SSO C IA T IO N  
AT THE FA IRMONT ROOSEVELT HOTEL 

NEW ORLEANS, L O U IS IA N A  
TUESDAY, FEBRUARY 19 , 1974

FEDERAL F IN A N C IN G  BANK

The F e d e r a l  F in a n c in g  B ank  w as e s t a b l i s h e d  to  d e a l  w it h  

the p rob le m s c r e a t e d  by a p r o l i f e r a t i o n  o f  f i n a n c in g  i n s t r u ­

ments i n  th e  m a rk e t  b e a r in g  d i f f e r e n t  names b u t  r e l y i n g  

u lt im a te ly  on th e  F e d e r a l  c r e d i t  f o r  t h e i r  s e c u r i t y .  The 

A d m in is t r a t io n - s p o n s o r e d  F in a n c in g  B ank , e n a c te d  in t o  law  

la te  in  1973 , w i l l ,  u n d e r  the  d i r e c t i o n  o f  the  S e c r e t a r y  o f  

the T re a su r y ,  c o n s o l id a t e  th e  f i n a n c in g  o f  a v a r i e t y  o f  

Federa l a g e n c ie s  and  o f  o t h e r  b o rro w e r s  w hose  o b l i g a t i o n s  

are g u a ra n te e d  by th e  F e d e r a l  G ove rnm en t. The im p roved  

m arketing t e c h n iq u e s  made p o s s i b l e  by th e  F in a n c in g  B ank  

and the s t a t u s  o f  th e  B a n k 's  o b l i g a t i o n s ,  a s  o b l i g a t i o n s  o f  

the U n ite d  S t a t e s ,  w i l l  re d u c e  th e  c o s t s  to  the  U. S .

S- 365



Government of borrowing in the capital markets, in some 

cases substantially, and will contribute to a more orderly 

approach to the securities market. Thus, this will 

reverse the trend wherein some type of Federally sponsored 

financing was coming to market every three of five 

business days.

The Financing Bank is expected to begin operations 

in the near future. The President has yet to appoint the 

four additional Members of the Board of Directors who will 

serve, along with the Secretary of the Treasury, who is, 

by law, Chairman of the Board. We expect that the 

Financing Bank will be in a position to meet many financing 

needs and have its first market borrowing before the end 

of this fiscal year.
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Summary

Federal Financing Bank financing is permitted under 
the Act for all Federal agencies and for all issuers of 

obligations guaranteed by a Federal agency as defined by 
the Act. The focus of the Bank's operations, however, 
will be on issues that would go to securities markets.

The Federal Financing Bank Act defines a Federal 
agency as:

an executive department, an independent Federal
establishment, or a corporation or other entity
established by the Congress which is owned in
whole or in part by the United States.
The Federal Financing Bank will:

—  allow user agencies to borrow at a lower net 
interest cost than otherwise available

—  allow user agencies to better tailor their cash 
and debt management activities to their needs 
for funds through the use of credit

—  minimize the number of trips which the Federal 
Government makes to the market each year

—  do away with a proliferation of issues which may 
be expensive to finance because they are 
excessively small or have unusual characteristics

The Federal Financing Bank will not be a new bureaucracy, 
but will be managed by Treasury staff under the direction 

of the Secretary of the Treasury and his debt management 
team.

The Federal Financing Bank will not create new debt; 

its obligations will merely replace other obligations now 

in the credit markets.
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The Federal Financing Bank will not sponsor new 

programs; it is only a financing vehicle for programs 
already authorized.

Obligations of the Financing Bank

Federal Financing Bank obligations will be obligations 

of the United States just as Treasury obligations are 

obligations of the United States. The status of Financing 
Bank obligations is assured by two provisions of the 
Financing Bank Act.

(1) The Federal Financing Bank may require the Treasury 
to lend it up to $5 billion. This is at the discretion of 
the Federal Financing Bank.

(2) The Secretary of the Treasury is authorized to 

purchase any amount of additional obligations of the Bank. 
Since the Secretary of the Treasury is also Chairman of the 

Board of the Bankfthis assures that Treasury's authority

to borrow under the Second Liberty Bond Act is always 
available to assure timely payment of Financing Bank 
obligations.

Financing Bank obligations:

—  will be sold in the same way as Treasury obligations

—  pay interest for coupon instruments on a 365 
(actual) day basis

—  will have coupons in multiples of.1/8 per cent.



Federal Financing Bank obligations will also be like 

Treasury obligations in that they will be:

—  available in "book entry," registered, and bearer 
form

—  eligible for Federal Reserve wire transfer at all 
Federal Reserve Banks or Branches

—  exempt from State and local taxation to the same 
extent as Treasury securities

—  lawful investments and acceptable as security for 
all fiduciary, trust, and public funds (including 
Treasury Tax and Loan accounts), the investment or 
deposit of which is under the authority of any 
officer of the United States

—  eligible as collateral for Federal Reserve Bank 
advances

—  eligible for Federal Reserve open market purchases

—  payable as to principal and coupon interest at
i Federal Reserve Banks or at the Treasury

—  payable by Treasury check for interest on 
registered securities

—  eligible for denominational exchanges, transfer, 
and inter-changes among bearer, registered, and 
book entry form at Federal Reserve Banks or at 
the Bureau of Public Debt of the Treasury

—  eligible for relief in the event of loss, theft, 
or destruction in the same manner as Treasury 
securities

—  eligible for purchase by national banks without 
restriction

—  eligible for investment by Federal Credit Unions 
and small business investment companies

—  countable as liquid assets by members of the 
Federal Home Loam Bank System
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Which Agencies Will Participate?

The Financing Bank may purchase any obligations issued, 

sold, or guaranteed by any Federal agency. Moreover, most 
agencies will find it advantageous to use the Bank for their 

financing since the Bank will be able to borrow at lower 

cost than the individual agencies and will be able to 
assure availability of funds when financing might otherwise 

be more difficult. It is our plan to proceed systematically 
to expand operations of the Bank over the course of the 

next year rather than to assume all the agency financing 
burden at one time. We will be guided in this by the fact 
that it would not make a great deal of sense for a new 

agency to begin to develop an independent financial presence 
in thè market with the Bank just around the corner. Also, 

it would be less urgent to assume the financing for an
oagency with a well defined place in the market until the - 

Bank has become fully established.

The principal eligible agencies or programs are: s
Farmers Home Administration 
Export-Import Bank 

Maritime Administration 
Rural Electrification Administration 

Public housing 
Urban renewal 

U. S. Postal Service



Amtrak
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Rural Telephone Bank

Small Business Administration

U.S. Railway Association

DOD military credit sales

General Services Administration

Tennessee Valley Authority

Environmental Financing Authority

Overseas Private Investment Corporation

HEW medical facilities

Student Loan Marketing Association

Washington Metropolitan Area Transit 
Authority

HUD new community debentures 

Prospective scale

The total prospective new money needs over the next 

year of these agencies or programs will be approximately 

$10 billion, with another $10 billion of refunding of 

maturities. Many of these issues are short-term securities, 

such as public housing notes or Eximbank intermediate issues. 

In addition, Federal Financing Bank obligations will simply 

replace those obligations and not add to the total. Also, 

because of the provision in the Act requiring that, so far
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as feasible, the debt structure of the Bank be commensurate 

with its asset structure, there will also be a balancing of 

maturities. This means that the average maturity of 

Financing Bank obligations is likely to be somewhat greater 

than for Treasury obligations,

0O0



FEDERAL ENERGY OFFICE 
PUBLIC AFFAIRS 

Ben Franklin Station 
12th and Penn. Ave.

Washington, D. C. 20461 
Phone: 961-6161

FOR IMMEDIATE RELEASE-Feb. 19, 1974

FURTHER AMPLICATION OF FEO PRESS RELEASE
î STATES TO RECEIVE ADDITIONAL GASOLINE ALLOCATION

1. On February 9, 1974, William E. Simon, Administrator of 
the Federal Energy, Office, by telegram requested a 

redistribution of gasoline supplies of up to two percent for 

12 states (Arkansas, Delaware, Kentucky, Maine,Mississippi, 

North Carolina, Texas, Tennessee, New Jersey, Virginia, 
Illinois, Maryland and the District of Columbia). This re­
distribution was to be made subject "to the extent practicable 

and considering limitation of their distribution systems... 

not (to) exceed an amount that would change your company*s 

allocation fraction by more than two percent."

2. Ten States (Iowa, Kansas, Minnesota, New Mexico, North 
Dakota, Ohio, Oklahoma, South Dakota, Wisconsin and Wyoming) 
were listed as losing up to two percent gasoline supplies, 

which would be shifted where possible to the 12 states listed 

to receive the additional supplies.

E-74-78 -more-
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3. The February 19 press release assured that the 20 

States listed in that release would receive additional 

gasoline supplies of from two to five percent. This 

gasoline will be drawn down from inventories and given 

to the States for use by Governors in critical areas. 
Those States that have already received gasoline as a 

result of the February 9 request and are now listed on 
the February 19 list will get an additional supply to

them up to the amount listed in the February 19 

directive. They will not get both the amount listed 
on February 9 and the amount listed on February 19. To 
the extent they have received supply under the February 

9 request, that amount will be deducted from the amount 
to be received under terms of the February 19 directive.

4. Those States that were on the February 9 list but

not on the February 19 list will receive up to two percent 
of additional gasoline supply where it is possible for 
the supplier to provide it.

5. Those States that were scheduled to lose gasoline 
of up to two percent on February 9 will not be required 

to give up to any more gasoline than has already been 
requested under the terms of the February 9 request.

-FEO-
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B e n ja m in  F r a n k l i n  S t a t i o n
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EMBARGOED FOR RELEASE  U N T IL  
4 :00  p.m . EASTERN DST ,
FEB. 19,, 1974  mS m £  ; ; . o f  b m m  ed  rFEBRUARY 19 , 1974

FEO AD M IN ISTRATO R  SIMON ANNOUNCES PLAN TO 
. . A ID  G ASO LINE SHORT AREAS . t

FEO A d m in i s t r a t o r  W i l l ia m  E . S im on  to d a y  announced  em ergency

a c t io n  to  in c r e a s e  g a s o l i n e  s u p p l i e s  i n  a r e a s .o f - i^ h e  c o u n t r y  w h ich

have c r i t i c a l  n ee d s and a re  e x p e r ie n c in g  s h o r t a g e s .  >

U nder .the p la n ,  te n  s t a t e s  w i l l  r e c e iv e  an. In c r e a s e  o f  >

five percent of available supplies of gasoline as reported by.
s u p p l i e r s ,  f o r  th e  m onth o f  F e b ru a r y  and  te n  s t a t e s  w i l l  r e c e iv e

a d d i t i o n a l  g a s o l i n e  s u p p l i e s  e q u a l to  2 p e rc e n t , . f o r  ..the . m onth o f

F e b ru a ry .  T h e se  s u p p l i e s  w i l l  be p r o v id e d  to. t h e .G o v e rn o r s  i n

a d d i t io n  t o  th e  3 p e rc e n t  s t a t e  s e t - a s i d e  f o r  d i s t r i b u t i o n  to

a re a s  w i t h in  e a c h , s t a t e , e x p e r ie n q ih g  the. g r e a t e s t  « s h o r t a g e s  .

• ,f Today  \ s  a c t i o n , ” .Sim on s a id ,  " i s  * an  t a u d i t  i  ona 1 s t e p  t h a t

we ra re  t a k in g  to  .h e lp  e q u a l iz e  .the  : d i s t r i b u t  i o n  p rob le m s.« i n

g a s o l in e  t h a t  e x i s t  among th e  v a r i o u s  s t a t e s  i r ^ /5h ie  i s  ^ p a rt  .o f

a c o n t in u in g  p ro g ra m  t h a t  th e  FEO i s  l a u n c h in g  to  rsh a re  h h e

sh o r t a g e  e q u i t a b ly  a c r o s s  th e  coup  t r y - ¿ k

S im on  i n i t i a t e d  t h i s  p ro g ra m  fp llp w in g v .a  d i r e c t i v e  f ro m  .th e

President to help alleviate long lines at retail s e r v i c e  s t a t i o n s .

The p la n  r e s u l t e d  from  FEO d i s c u s s i o n s  w it h  s t a t e  l e a d e r s ,  r e p o r t s

by FEO s p e c i a l  a c t io n  te am s, and u p d a te d  i n d u s t r y  s u p p ly  d a ta .

E-74-74
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TodayTs action is an emergency action to alleviate local 
hardships, Simon said. It does not signal a departure from 

using 1972 as a base period to determine allocation fractions 

for 1974.
Gasoline will be moved to designated areas from the nation's 

major terminals, refineries, and import centers, through normal 
distribution channels. The gasoline will be drawn from existing 

inventories.
Simon said he will step up action to help oil companies 

increase gasoline supplies to rapid growth areas through regular 

allocation channels. He said that provisions of the FEO regu­

lations issued January 15th allow suppliers to allocate more 
gasoline to dealers experiencing growth in excess of 10 percent. 

Gasoline retailers whose growth is at least 20 percent over the 
1972 base period must apply to FEO regional offices for additional 

supplies.
F E O f s Office of Operations and Compliance and ten Regional 

Administrators are working with suppliers and dealers to expedite 

the processing of forms, which will adjust the 1972 base period 

volume for growth.
Simon also announced he is calling a meeting of senior 

oil company executives in Washington next week to discuss 

alleviating problems caused by gasoline shortages.
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Simon said action teams would continue to survey state 

gasoline supply patterns. He further urged states with shortages 

to adopt plans for odd-even gas sales; staggered hours for 

gasoline station operations; minimum sales at the pump; and 

special buying provisions for emergency vehicles and users 
authorized to receive 100$ of current needs.

”1 hope these actions will stop panic buying at the gas 

pump, and give our allocation program a fair chance to work,” 

Simon said. "Panic buying, shutdowns, and strikes make it 

impossible to gauge the full extent of the gasoline shortage 

and the fairness and effectiveness of our allocation program.”

The FEO Administrator concluded ... ”We must all remember 
that the best allocation program in the world will not produce 
a single gallon of gasoline. However, with the conservation 

measures we have imposed and suggested, we are hopeful we can 

get through this crisis without the bureaucratic nightmare of 
gasoline rationing...”

PEO



STATE F e b ru a r y  74 
A v a i l a b l e  S u p p ly  

, ( M i l l i o n s  o f  G a l lo n s )

A d d i t i o n  to  
S e t - A s id e

U)
A d d it io n  to 
S e t -A s id e  
( M i l l i o n s  of 
G a l lo n s )

A labam a 104.7 5 5.24
A r iz o n a 73.1 5 3 . 6 6
G e o rg ia 174.9 5 8.75
N evada 1 9 . 2 5 . 9 6
New H a m p sh ire 1 9 . 6 5 .98
New J e r s e y ' 212.4 5 1 0 . 6 2
O regon r. , 67,7 5 3.39
Verm ont 13.5 5 . 6 8
V i r g i n i a  r . 146.8 5 7.34
W est V i r g i n i a 39'. 3 5 1.97
C o n n e c t ic u t 87.7 2 1.75
F l o r i d a 29372 2 5 . 8 6
I l l i n o i s 313.6 2 6.27
I n d i a n a , . 166.4 2 3,33
M a ry la n d 1 1 0 . 1 2 2 . 2 0
M a s s a c h u s e t t s . 1 6 2 . 2 2 3.24
M i s s o u r i 155.2 2 3.10
New Y o rk  r , . 402.0 2 8 . 0 0
P e n n s y lv a n ia 305.3 2 6 . 1 1
R h o d e ,I s l a n d .. , 29.3 2 .59





Departm entoftheTREASURY I
m u m  np  on',on TELEPHONE W04-2041 “ LiSHINGTON, D.C. 20220

IMMEDIATE RELEASE February 20, 1974

TREASURY OFFERS ADDITIONAL $1.5 BILLION IN APRIL TAX ANTICIPATION BILLS

The Treasury Department, by this public notice, invites tenders for $1,500,000,000, 
[or thereabouts, of 46-day Treasury bills (to maturity date), to be issued on 
~jrch 4, 1974, on a discount basis under competitive and noncompetitive bidding 
[as hereinafter provided. These bills will represent an additional amount of bills 
Jted November 1, 1973, to mature April 19, 1974 (CUSIP No. 912793 UC&) originally 
[issued in the amount of $2,007,185,000 (an additional $1,001,915,000 was issued 
¡November 30, 1973). The additional and original bills will be freely interchangeable. 
|iey will be accepted at face value in payment of income taxes due on April 15, 1974, 
lid to the extent they are not presented for this purpose the face amount of these 
[bills will be payable without interest at maturity. Taxpayers desiring to apply 
[tjhese bills in payment of April 15, 1974, income taxes may submit the bills to a 
feederal Reserve Bank or Branch or to the Office of the Treasurer of the United States, 
[Washington, not more than fifteen days before that date. In the case of bills 
Jaibmitted in payment of income taxes of a corporation they shall be accompanied 
[by a duly completed Form 503 and the office receiving these items will effect the 
[deposit on April 15, 1974. In the case Of bills submitted in payment of income 
|tjaxes of all other taxpayers, the office receiving the bills will issue receipts 
Itherefor, the original of which the taxpayer shall submit on or before April 15, 1974,
[to the Internal Revenue Service Center Director for the District in which such taxes 
jare payable. The bills will be issued in bearer form only, and in denominations 
[of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the closing 
P°ur, one-thirty p.m., Eastern Daylight Saving time, Tuesday, February 26, 1974.
Benders will not be received at the Treasury Department, Washington. Each tender 
pust be for a minimum of $10,000. Tenders over $10,000 must be in multiples of $5,000. 
Pi the case of competitive tenders the price offered must be expressed on the basis 
K  100, with not more than three decimals, e.g., 99.925. Fractions may not be used.
K  is urged that tenders be made on the printed forms and forwarded in the special 
B&velopes which will be supplied by Federal Reserve Banks or Branches on application 
¡therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
Baking institutions will not be permitted to submit tenders except for their own 
■ccount. Tenders will be received without deposit from incorporated banks and 
■rust companies and from responsible and recognized dealers in investment securities. 
Benders from others must be accompanied by payment of 2 percent of the face amount 

Treasury bills applied for, unless the tenders are accompanied by an express 
B^ranty of payment by an incorporated bank or trust company.
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All bidders are required to agree not to purchase or to sell, or to make 
any agreements with respect to the purchase or sale or other disposition of any 
bills bid for under this offering at a specific rate or price, until after
one-thirty p.m., Eastern Daylight Saving time, Tuesday, February 26, 1974.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only 
those submitting competitive tenders will be advised of the acceptance or rejectioi 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for
$300,000 or less without stated price from any one bidder will be accepted in full
at the average price (in three decimals) of accepted competitive bids. Settlement 
for accepted tenders in accordance with the bids must be made or completed at the 
Federal Reserve Bank in cash or other immediately available funds on March 4, 
1974. Any qualified depositary will be permitted to make settlement by credit in | 
its Treasury tax and loan account for Treasury bills allotted to it for itself 
and its customers.

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code of 1954 
the amount of discount at which bills issued hereunder are sold is considered 
to accrue when the bills are sold, redeemed or otherwise disposed of, and the 
bills are excluded from consideration as capital assets. Accordingly, the owner 
of Treasury bills (other than life insurance companies) issued hereunder must 
include in his income tax return, as ordinary gain or loss, the difference between 
the price paid for the bills, whether on original issue or on subsequent purchase, 
and the amount actually received either upon sale or redemption at maturity 
during the taxable year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their 
issue. Copies of the circular may be obtained from any Federal Reserve Bank or 
Branch.



Department of the fREASU RY
OFFICE OF REVENUE SHARING

WASHINGTON, D Ì |  20226
TELEPHONE 634-5248

FOR IMMEDIATE RELEASE 
FEBRUARY 22, 1974, E.D.T., A.M.

FY *75 REVENUE SHARING 
DATA REVIEW BEGINS TODAY

To assure the best, most accurate allocations of 
fiscal year 1975 general revenue sharing money, more 
than 38,000 units of local government are being asked 
by the Office of Revenue Sharing today to review their 
revenue sharing-related data.

The Treasury Department's Office of Revenue Sharing 
is mailing to each general-purpose local government a 
report of the data to be used to calculate its 1975 
payments. These data pertain to 1970 population, 1969 
per capita income, fiscal year 1973 adjusted taxes and 
fiscal year 1973 intergovernmental transfers. The figures 
were compiled by the U. S. Bureau of the Census using 
information from the 1970 Census and figures supplied by 
the local governments themselves.
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Local governments are being asked to review the 
data and, if improvements are needed, to return the 
data with documentation to support the proposed changes 
to the Office of Revenue Sharing by March 22, 1974.

Fiscal year 1975 allocations of approximately 
$6 billion will be calculated and announced to recipient 
units of government in April.

"We are asking local governments to review and 
improve their own data well before we have to use these 
figures to allocate the money," Graham W. Watt, Director 
of the Office of Revenue Sharing, said in announcing the 
data improvement program. "In this way," he said, "we 
are confident that our estimates of fiscal year 1975 
allocations will be as accurate as possible. We antici­
pate that any adjustments in amounts that are required 
to be made subsequently will be very small, indeed,"
Watt added.

Although the estimates of fiscal year 1975 revenue 
sharing allocations will be calculated and announced in 
April, the money involved will be paid out in quarterly 
installments in October 1974, January 1975, April 1975 
and July 1975.
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The most advanced computer techniques are used to 
calculate the amount of shared revenues that each unit 
of state and local government receives. Data for each 
of nearly 38,000 states, counties, cities, towns, town­
ships, Indian tribes and Alaskan native villages are fed 
into a computer which then allocates available funds 
according to a formula contained in the State and Local 
Fiscal Assistance Act of 1972 (P.L. 92-512).

The State and Local Fiscal Assistance Act, signed 
by President Nixon in October 1972, authorizes Secretary 
of the Treasury George P. Shultz to distribute $30.2 
billion in shared revenues over the five-year period 
from January 1972 through December 1976.

Secretary Shultz established the Office of Revenue 
Sharing to administer the general revenue sharing program 
In February 1973, Graham W. Watt, former Deputy Mayor of 
the District of Columbia, was named to head the operation

Thus far, approximately $11.2 billion in shared 
revenues have been distributed.



T H E  S E C R E T A R Y  O F  T H E  T R E A S U R Y  
WASHINGTON 20220

FEB 20 1974

Dear Mr. President:

There is transmitted herewith a draft bill, "To authorize 
the Secretary of the Treasury to prescribe regulations to govern 
the arrival, entry, clearance, and related moveawsatte of vessels 
and vehicles, and for other purposes.*'

The proposed bill would amend or repeal certain of the 
navigation laws dating from the earliest times and certain 
administrative provisions of the Tariff Act of 1930, as amended, 
relating to the entry, clearance, and related movements of 
vessels and vehicles, and would authorize the Secretary of the 
Treasury to prescribe regulations for the government of these 
matters, consistent with standards set forth in the bill.

The need for the legislation results from rapid techno­
logical advances in land and water transportation which require 
a greater degree of flexibility in the regulation of these matters 
than is afforded by existing law, so that a proper balance may 
be achieved between the application of necessary regulatory pro­
cedures and the facilitation of the commerce of the United States.

The proposed bill in effect would extend to vessels and 
vehicles a degree of flexibility of regulation similar to that 
now provided in respect to civil aircraft under provisions 
of section 1109(c) of the Federal Aviation Act of 1958 (49 U.S.C. 
1509(c)), which authorizes the Secretary of the Treasury to pro­
vide by regulation for the application to civil aircraft of the 
laws and regulations relating to the entry and clearance of 
vessels.

There are enclosed an analysis explaining the provisions of
the draft bill and a comparative type showing the changes that
would be mad$ in existing law.\

It will be appreciated if you will lay the enclosed draft bill 
before the Senate. A similar proposal has been transmitted to the 
House of Representatives.

\

\



The Department has been advised by the Office of Management 
and Budget that there is no objection from the standpoint of the 
Administration's program to the submission of this proposed legislation 
to the Congress.

The Honorable 
Gerald R. Ford 
President of the Senate 
Washington, D.C. 20510

Enclosures 3

Sincerely yours,

George P. Shultz



COMPARATIVE TYPE SHOWING CHANGES IN EXISTING LAW 
MADE BY PROPOSED BILL

Changes in existing law made by the proposed bill are shown as 

follows (existing law proposed to be omitted is enclosed in brackets; 

new matter is underscored):

A. Statutes amended by the bill:

THE TARIFF ACT OF 3.930, AS AMENDED 
* * *

SUBTITLE III - ADMINISTRATIVE PROVISIONS 
* * *

SEC. U31. MANIFEST - REQUIREMENT, FORM, AND CON' ENTS.

[(a) The master of every vessel arriving in the United States and 

required to make entry shall have on board his vessel a manifest in 

a form to be prescribed by the Secretary of the Treasury and signed 

by such master under oath as to the truth of the statements therein 

contained. Such manifest shall contain:

First. The names of the ports or places at which the merchandise 

was taken on board and the ports of entry of the United States for 

which the same is destined, particularly describing the merchandise 

destined to each such ports Provided, That the master of any vessel 

laden exclusively with coal, sugar, salt, nitrates, hides, dyewoods, 

wool, or other merchandise in bulk consigned to one >wner and arriving 

at a port for orders, may destine such cargo "for oilers," and within 

fifteen days thereafter, but before the unlading of any part of the 

cargo such manifest may be amended by the master by designating the



port or ports of discharge of such cargo, and in the event of 

failure to amend the manifest within the time permitted such cargo 

must be discharged at the port at which the vessel arrived and 

entered.

Second. The name, description, and build of the vessel, the . 

true measure or tonnage thereof, the port to which such vessel 

belongs, and the name of the master of such vessel.

Third. A detailed account of all merchandise on board such 

vessel, with the marks and numbers of each package, and the number and 

description of the packages according to their usual lame or 

denomination, such as barrel, keg, hogshead, case, 02 bag.

Fourth. The names of the persons to whom such packages are 

respectively consigned in accordance with the bills of lading issued 

therefor, except that when such merchandise is consigned to order 

the manifest shall so state.

Fifth. The names of the several passengers aboard the vessel, 

stating whether cabin or steerage passengers, with their baggage, 

specifying the number and description of the pieces of baggage 

belonging to each, and a list of all baggage not accompanied by 

passengers.

Sixth. An account of the sea stores and ship’s stores on board 

of the vessel. ]

[(b)] Whenever a manifest of articles or persons on board an 

aircraft is required for customs purposes to be signed, or produced or 

delivered to a customs officer, the manifest may be signed, produced or



delivered by the pilot or person in charge of the aircraft, or by any 

other authorized agent of the owner or operator of the aircraft, 

subject to such regulations as the Secretary of the Treasury may 

prescribe. If any irregularity of omission or commission occurs 

in any way in respect of any such manifest, the owner or operator of 

the aircraft shall be liable for any fine or penalty prescribed by 

law in respect of such irregularity.

* # #

SEC. 1*38. UNLAWFUL RETURN OF FOREIGN VESSEL'S PAPERS.

, It shall not be lawful for any foreign consul to deliver to the 

master of any foreign vessel the register, or document in lieu 

thereof, deposited with him in accordance with the provisions of 

[section ^35 of this Act] any regulation prescribed by the Secretary 

of the Treasury pursuant to law until such master shall produce to 

him a clearance in due form from the appropriate customs officer of 

the port where such vessel has been entered. Any consul offending 

against the provisions of this section shall be liable to a fine of 

not more than $5#000.

# # *

SEC. kkl. VESSELS NOT REQUIRED TO ENTER.

The following vessels shall not be required to make entry [at 

the customhouse]:

(l) Vessels of war and public vessels employed for the conveyance of 

letters and dispatches and not permitted by the laws of the nations 

to which they belong to be employed in the transportation of passengers

or merchandise in trade;



(2) Passenger vessels making three trips or oftener a week 

between a port of the United States and a foreign port, or vessels 

used exclusively as ferryboats, carrying passengers, baggage, or 

merchandise: Provided, That the master of any such vessel shall

be required to report such baggage and merchandise to the appropriate 

customs officer within twenty-four hours after arrival;

(3) Licensed yachts or undocumented American pleasure vessels

not engaged in trade nor in any way violating the customs or navigation 

laws of the United States and not having visited any hovering vessel: 

Provided, That the master of any such vessel which has on board any 

article required by law to be entered shall be required to report 

such article to the appropriate customs officer within twenty-four 

hours after arrival.

00  Vessels arriving in distress or for the purpose of taking on 

bunker coal, bunker oil, sea stores, or ship's stores and which 

shall depart within twenty-four hours after arrival without having 

landed or taken on board any passengers, or any merchandise other 

than bunker coal, bunker oil, sea stores, or ship's stores: Provided, 

That the master, owner, or agent of such vessel shall report under 

oath to the appropriate customs officer the hour and date of arrival 

and departure and the quantity of bunker coal, bunker oil, sea stores, 

or ship's stores taken on board; and

(5)t Tugs enrolled and licensed to engage in the foreign and coasting 

trade in the northern, northeastern, and northwestern frontiers when 

towing vessels which are required by law to enter and clear.
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SEC. 1*1*2. RESIDUE CARGO.

Any vessel having on board merchandise shown by the document

•prescribed by the Secretary of the Treasury for use as a manifest

to be destined to a foreign port or place may, after the report and

entry of such vessel under the provisions of [this Act] any regulation

prescribed by the Secretary of the Treasury pursuant to law» proceed

to such foreign port of destination with the cargo so destined therefor *

without unlading the same and without the payment of duty thereon.

Any vessel arriving from a foreign port or place having on board

merchandise shown by the document prescribed by the Secretary of the

Treasury for use as a manifest to be destined to a port or ports in

the United States other than the port of entry at which such vessel

first arrived and made entry may proceed with such merchandise

from port to port or from district to district for the unlading thereof.
* * *

SEC. 1*1*8. UNLADING.

(a) PERMITS AND [PRELIMINARY] ENTRIES.— Except as provided in 

section 1*1*1 of this Act (relating to vessels not required to enter), 

no merchandise, passengers, or baggage shall be un3 aden from any 

vessel or vehicle arriving from a foreign port or pLace until entry 

of such vessel or report of the arrival of such vehicle has been made 

under regulations prescribed by the Secretary of the Treasury pursuant 

to law, and a permit for the unlading of the same issued by the

appropriate customs officert:]^
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[Provided, That the master may make a preliminary entry of a vessel 

by making oath or affirmation to the truth of the statements con­

tained in the vessel’s manifest and delivering the manifest to the 

customs officer who boards such vessel, but the making of such pre­

liminary entry shall not excuse the master from making formal 

entry of his vessel at the customhouse, as provided by this Act.]

After the entry [, preliminary or otherwise,] of any vessel or report 

of the arrival of any vehicle, such customs officer may issue a permit 

to the master of the vessel, or to the person in charge of the vehicle, 

to unlade merchandise or baggage, but except as provided in subdivision 

(b) of this section merchandise or baggage so unladen shall be retained 

at the place of unlading until entry therefor is made and a permit for 

its delivery granted, and the owners of the vessel or vehicle from which 

any imported merchandise is unladen prior to entry of such 

merchandise shall be liable for the payment of the duties accruing 

on any part thereof that may be removed from the place of unlading 

without a permit therefor having been issued. Any merchandise or 

baggage so unladen from any vessel or vehicle for which entry is 

not made Within forty-eight hours exclusive of Sunday and holidays 

from the time of the entry of the vessel or report of the vehicle, 

unless a longer time is granted by such customs officer^ as provided 

in section shall be sent to a bonded warehouse or the public stores

and held as unclaimed at the risk and expense of the consignee in the 

case of merchandise and of the owner in the case of ba gage, until 

entry thereof is made. * * *
« * *



SEC. U59. CONTIGUOUS COUNTRIES - REPORT AND MANIFEST.

[The master of any vessel of less than five net tons carrying 

merchandise and the person in charge of any vehicle arriving in the 

United States from contiguous country, shall immediately report 

his arrival to the customs officer at the port of entry or customhouse 

which shall he nearest to the place at which such vessel or vehicle 

shall cross the boundary line or shall enter the territorial waters of 

the United States, and if such vessel or vehicle have on board any 

merchandise, shall produce to such customs officer a manifest as required 

by law, and no such vessel or vehicle shall proceed farther inland 

nor shall discharge or land any merchandise, passengers, or baggage 

without receiving a permit therefor from such customs officer.]

Any person importing or bringing merchandise into the United 

States from a contiguous country otherwise than in a vessel or vehicle 

shall immediately report his arrival to the customs officer at the port 

of entry or customhouse which shall be nearest to the place at which 

he shall cross the boundary line and shall present such merchandise 

to such customs officer for inspection.

SEC. 1*60. SAME - PENALTIES FOR FAILURE TO REPORT OR FILE MANIFEST.

[The master of any vessel or the person in charge of any vehicle who 

fails to report arrival in the United States as required by the preceding 

section, or if so reporting proceeds further inland without a permit from 

the proper customs officer, shall be subject to a penalty of $100 for 

each offense.] If any merchandise is imported or brought into the United 

States [in any vessel or vehicle, or] by any person otherwise than in a vess
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or vehicle, from a contiguous country, which [vessel, vehicle, or] 

merchandise is not so [reported] presented to the proper customs officers 

[; or if the master of such vessel or the person in charge of sv.ch 

vehicle fails to file a manifest for the merchandise carried therein, 

or discharges or lands such merchandise without a permit;] such 

merchandise [and the vessel or vehicle, if any, in which it was im­

ported or brought into the United States] shall be subject to forfeiture; 

and [the master of such vessel or the person in charge of such vehicle, 

or] the person importing or bringing in merchandise otherwise than in 

a vessel or vehicle, shall, in addition to any other penalty, be liable 

to a penalty equal to the value of the merchandise which was not 

[reported, or not included in the manifest or which was discharged or 

landed without a permit] so presented. * * *

SEC. 553. ENTRY FOR TRANSPORTATION AND EXPORTATION.

Any merchandise, other than explosives and merchandise the 

importation of which is prohibited, shown by the document prescribed 

by the Secretary of the Treasury for use as a manifest, bill of lading, 

shipping receipt, or other document to be destined to a foreign country, 

may be entered for transportation in bond through the United States 

by a bonded carrier without appraisement or the payment of duties and 

exported under such regulations as the Secretary of the Treasury shall 

prescribe, and any baggage or personal effects not containing merchandise
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the importation of -which is prohibited arriving in the United States

destined to a foreign country may, upon the request of the owner or

carrier having the same in possession for transportation, be entered

for transportation in bond through the United States by a bonded

carrier without appraisement or the payment of duty, under such

regulations as the Secretary of the Treasury may prescribe. * * *
* # #

SEC. 581. BOARDING VESSELS.

(a) Any officer of the customs may at any time go on board of 

any vessel or vehicle at any place in the United States or within 

the customs waters or, as he may be authorized, within a customs- 

enforcement area established under the Anti-Smuggling Act, or at 

any other authorized place, without as well as within his district, 

and examine the document prescribed by the Secretary of the Treasury 

for use as a manifest and other documents and papers and examine, 

inspect, and search the vessel or vehicle and every part thereof and 

any person, trunk, package, or cargo on board, and to this end may 

hail and stop such vessel or vehicle, and use all necessary force

to compel compliance.

(b) Officers of the Department of the Treasury and other persons 

authorized by such department may go on board of any vessel at any 

place in the United States or within the customs waters and hail, 

stop, and board such vessel in the enforcement of the navigation 

laws and arrest or, in case of escape or attempted escape, pursue and 

arrest any person engaged in the breach or violation of the navigation

laws.
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( c ) of a vessel being examined he rein provi de d,

who presents any forged, altered, or false document or paper to 

the examining officer, knowing the same to be forged, altered, or 

false and without revealing the fact shall, in addition to any 

forfeiture to which in consequence the vessel may be subject, be liable 

to a fine of not more than [$5>000 nor less than $5 0 0] $10,000, or

imprisonment for not more than five years, or both.

(d) Any vessel or vehicle which, at any authorized place, is 

directed to come to a stop by any officer of the customs, or is 

directed to come to a stop by signal made by any vessel employed in

the service of the customs, and displaying proper insignia, shall 

come to a stop, and upon failure to. comply, a vessel or vehicle so 

directed to come to a stop shall become subject to pursuit and the 

master, ow ner, operator, or person in charge thereof shall be liable 

to a penalty [of not more than $5>000 nor less than $1,000] in an

amount to be determined by the Secretary of the Treasury, but in 

no case to exceed $5,000 for each offense, or if the failure to comply

be willful or made with intent to defraud, to a fine of not more thean

$10,000, or imprisonment for not more than five years, or both. * * * 

* SEC. 58^. FALSITY OR LACK OF MANIFEST - PENALTIES.

[Any master of any vessel and any person in charge of any

vehicle bound to the United States who does not produce the manifest



to the officer demanding the same shall be liable to a penalty of 

$500, and if any merchandise, including sea stores, is found on board 

of or after having been unladen from such vessel or vehicle which 

is not included or described in said manifest or does not agree 

therewith, the master of such vessel or the person in charge of such 

vehicle or the owner of such vessel or vehicle shall be liable to a 

penalty equal to the value of the merchandise so found or unladen, 

and any such merchandise belonging or consigned to the master or 

other officer or to any of the crew of such vessel, or to the owner or 

person in charge of such vehicle, shall be subject to forfeiture, and 

if any merchandise described in such manifest is not found on board 

the vessel or vehicle the master or other person in charge or the 

owner of such vessel or vehicle shall be subject to a penalty of $500: 

Provided, That if the appropriate customs officer shall be satisfied 

that the manifest was lost or mislaid without intentional fraud, or was 

defaced by accident, or is incorrect by reason of clerical error or 

other mistake and that no part of the merchandise not found on board 

was unshipped or discharged except as specified in the report of the 

master, said penalties shall not be incurred.] In addition to any 

other penalty imposed by law, if any merchandise, including sea stores, 

is found on board of or after having been unladen from any vessel or 

any vehicle bound to the United States which is not included or 

described in the document prescribed by the Secretary of the Treasury
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for use as a manifest or does not agree therewith, the master of 

such vessel or the person in charge of such vehicle, or the owner of 

such vessel or vehicle, shall he liable to a penalty equal to the 

value of the merchandise so found or unladen: Provided, That if the 

appropriate customs officer shall he satisfied that the said document 

vas lost or mislaid without intentional fraud, or vas defaced by 

accident » or is incorrect hy reason of clerical error or other mistake 

and that no part of merchandise not found on hoard vas unshipped or 

discharged except as specified in the report of the master or person 

in charge, such penalty shall not he incurred.

If any of such merchandise so found consists of heroin, morphine, 

or cocaine, Isonipecaine, or opiate, the master of such vessel or person 

in charge of such vehicle or the owner of such vessel or vehicle shall he 

liable to the penalty of $50 for each ounce thereof so found. If any 

of such merchandise so found consists of smoking opium or opium prepared 

for smoking, or marihuana, the master of such vessel or person in charge 

of such vehicle or the owner of such vessel or vehicle shall be liable 

to a penalty of $25 for each ounce thereof so found. If any of such 

merchandise so found consists of crude opium., the master of such vessel or 

person in charge of such vehicle or the owner- of such vessel or vehicle 

shall be liable to the penalty of $10 for each ouncs thereof so found.

Such penalties shall, notwithstanding the proviso ia section 59^ of this 

Act (relating to the immunity of vessels or vehicles used as common 

carriers), constitute a lien upon such vessel which may be enforced by [a 

libel] an appropriate civil proceeding in rem; except that the master or owne
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of a vessel used by any person as a common carrier in the transaction 

of business as such common carrier shall not be liable to such pen­

alties and the vessel shall not be held subject to the lien, if it 

appears to the satisfaction of the court that neither the master 

nor any of the officers (including licensed and unlicensed officers 

and petty officers) nor the owner of the vessel knew, and could not,
f

by the exercise of the highest degree of care and diligence, have 

known, that such narcotic drugs were on board. Clearance of any such 

vessel may be withheld until such penalties are paid or until a bond, 

satisfactory to the appropriate customs officer is given for the payment 

thereof. The provisions of this paragraph shall not prevent the 

forfeiture of any such vessel or vehicle under any other provision 

of law. As used in this paragraph the terms "opiate" and "marihuana" 

shall have the same meaning given those terms by section 102(17) and 

102(15), respectively, of the Controlled Substance Act.

If any of such merchandise (sea stores excepted), the importation 

of which into the United States is‘ prohibited, or which consists 

of any spirits, wines, or other alcoholic liquors for the importation 

of which into the United States a certificate is required under section 

7 of the Anti-Smuggling Act and the required certificate be not shown, 

be so found upon any vessel not exceeding five hundred net tons, the 

vessel shall, in addition to any other penalties herein or by law 

provided, be seized and forfeited, and if any [manifested] merchandise 

(sea stores excepted), included or described in the document prescribed
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by the Secretary of the Treasury for use as a manifest, consisting of 

any such spirits, wines, or other alcoholic liquors be found upon 

any such vessel and the required certificate be not shown, the 

master of the vessel shall be liable to the penalty herein provided 

in the case of merchandise not duly [manifested] documented; Provided, 

That if the appropriate customs officer shall be satisfied that the 

certificate required for the importation of any spirits, wines, or 

other alcoholic liquors was issued and was lost or mislaid without 

intentional fraud, or was defaced by accident, or is incorrect by 

reason of clerical error or dher mistake, said penalties shall not be 

incurred.

SECTION 2792 OF THE REVISED STATUTES, AS AMENDED 

(19 U.S.C. 289; b6 U.S.C. 110)

SEC. 2792. [Vessels used exclusively as ferry boats carrying 

passengers, baggage, and merchandise, shall not be required to enter 

and clear, nor shall the masters of such vessels be required to 

present manifests, or to pay entrance or clearance fees, or fees 

for receiving or certifying manifests, but they shall, upon arrival 

in'the United States, be required to report such baggage and 

merchandise to the proper officer of the customs according to law.]

The masters of vessels used exclusively as ferryboats carrying 

passengers, baggage, and merchandise shall not be required to pay 

entrance and clearance fees or fees for receiving or certifying the 

document prescribed by the Secretary of the Treasury for use as a
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manifest, but they shall, upon arrival in the United States, be 

required to report such baggage and merchandise to the appropriate 

customs officer, according to law.

Any passenger vessel engaged triweekly or oftener in trade 

between ports of the United States and foreign ports shall be 

exempt from entrance and clearance fees and tonnage taxes while 

such service triweekly or oftener is maintained.

SECTION 2793 OF THE REVISED STATUTES , AS AMENDED 

(19 U.S.C-. 288; U6 U.S.C. Ill)

SEC. 2793. Enrolled or licensed vessels engaged in the foreign 

and coasting trade on the northern, northeastern, and northwestern 

frontiers of the United States, departing from or arriving at a port 

in one district to or from a port in another district, and also 

touching at intermediate foreign ports, shall not thereby become 

liable to the payment of entry and clearance fees or tonnage tax, 

as if from or to foreign ports; but such vessel shall, notwithstanding, 

be required to enter and clear[;]^ [except that when such vessels 

are on such voyages on the Great Lakes and touch at foreign ports 

for the purpose of taking on bunker fuel only, they may be exempted 

from entering and clearing under such rules and regulations as the 

Secretary of the Treasury may prescribe, notwithstanding any other 

provisions of law: Provided, That this exception shall not apply 

to such vessels if, while at such foreign port, they land or take on 

board any passengers, or any merchandise other than bunker fuel,



receive orders, discharge any seamen by mutual consent, or engage 

any seamen to replace those discharged by mutual consent, or 

transact any other business save that of taking on bunker fuel.] 

SECTION 3126 OF THE REVISED STATUTES, AS AMENDED

(19 U.S.C. 2 9 3)
SEC. 3126. Any vessel, on being duly registered in pursuance of 

the laws of the United States, may engage in trade between one port 

in the United States and one or more ports within the same, with the 

privilege of touching at one or mope foreign ports during the voyage, 

and land and take in thereat merchandise, passengers and their 

baggage, and letters, and mails. [All such vessels shall be furnished 

by the appropriate customs officers of the ports at which they shall 

take in their cargoes in the United States, with certified manifests, 

setting forth the particulars of the cargoes, the marks, number of 

packages, by whom shipped, to whom consigned, at what port to be 

delivered; designating such merchandise as is entitled to drawback, 

or to the privilege of being placed in warehouse; and the masters 

of all such vessels shall, on their arrival at any port of the United 

States from any foreign port at which such vessel may have touched, 

as herein provided, conform to the laws providing for the delivery 

of manifests of cargo and passengers taken on board at such foreign 

port, and all other laws regulating the report and entry of vessels 

from foreign ports, and be subject to all the penalties therein 

prescribed.]
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SECTION 1+208 OF THE REVISED STATUTES

(1+6 U.S.C. 102)

SEC. 1+258. The master or person having charge or command of 

any steamboat on Lake Champlain, when going from the United States 

into the province of Quebec, may deliver a document prescribed by the 

Secretary of the Treasury for use as a manifest of the cargo on 

board, and take a clearance from the [collector] appropriate customs 

officer of the district through which any such boat shall last pass, 

when leaving the United States, without regard to :he place from which 

any such boat shall have commenced her voyage, or where her cargo 

shall have been taken on board.

SEC. 1+381. The following fees shall be levied and collected 

from the owners and masters of all vessels except those navigating 

the waters of the northern, northeastern, and northwestern frontiers, 

otherwise than by sea:

For granting a permit for a vessel not belonging to a citizen 

or citizens of the United States, to proceed from district to district, 

and receiving the document prescribed by the Secretary of the Treasury 

for use as a manifest» two dollars.

For receiving a document prescribed by the Se -etary of the 

Treasury for use as a manifest, and granting a permit, to unload, 

for such last-mentioned vessel, on her arrival in Dne district from

SECTION 1+381 OF THE REVISED STATUTES, AS AMENDED

(1+6 U.S.C. 3 2 9)

another district, two dollars.
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SECTION H382 OF THE REVISED STATUTES, AS AMEJHjS),

(U6 U.S.C. 330)

SEC. ^3o2. The following fees shall be levied and collected 

from the owners and masters of vessels navigating the waters of the 

northern, northeastern, and northwestern frontiers of the United 

States, otherwise than by sea: For certifying the document prescribed

by the Secretary of the Treasury for use as a manifest, including 

master's oath, and granting permit for vessel to go from district to 

district, ten cents.

For receiving the document prescribed by the Secretary of the 

Treasury for use as a manifest, including master's oath, on arrival 

of a vessel from one collection district to another, whether touching 

at foreign intermediate ports or not, ten cents.

For a [port] post entry of such vessel, two dollars.

SECTION 201 OF THE ACT OF AUGUST 5, 1935

(¿;9 STAT. 521; 19 U.S.C. 1^32a) *
* * x

For the purposes of sections [^32, ^33, U3A,j hh8 [5 8 5,] and 586 

of this Act, any vessel which has visited any hovering vessel shall 

be deemed to arrive or have arrived, as the case may be, from a foreign 

port or place.

SECTION 9 OF THE ACT OF AUGUST 2, 1882 

22 STAT. 189, AS AMENDED; k6 U.S.C. 158)

. not be lawful for the master of any such 

not in distress, after the arrival, of the 

vessel within any collection district of the United States, to allow

&
0y • That it shall

or other 0 r*"]
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any person or persons, except a pilot, officer of the customs, or 

health officer, agents of the vessel, and consuls, to come on board 

of the vessel, or to leave the vessel, until the vessel has been 

taken in charge by an officer of the customs, nor, after charge so 

taken, without leave of such officer, until all the passengers, with 

their baggage, have been duly landed from the vessel. On the 

arrival of any such steamship or other vessel within any collection 

district of the United States, the master shall submit for inspection 

to the officer of customs who first makes demand therefor, and shall 

subsequently deliver [with his] a document prescribed by the Secretary 

of the Treasury for use as a manifest of cargo on entry, and a correct 

list, signed and verified on oath by the master, of all passengers 

taken on board the vessel at any foreign port or place, specifying, 

in the manner to be prescribed from time to time by the Secretary of 

the Treasury, the name of each passenger, age (if a child of eight 

years or under), sex, married or single, location of compartment or 

space occupied during the voyage (if the passenger be other than a 

cabin passenger), whether a citizen of the United States, number of 

pieces of baggage, and if any passenger die on the voyage the list 

shall specify the name, age, and cause of death of each deceased 

passenger. For a violation of either of the provisions of this section, 

or for permitting or neglecting to prevent a violation thereof, the 

master of the vessel shall be liable to a fine not exceeding one 

thousand dollars.



SECTION 1 OF THE ACT OF JUNE 19, 1886 

(2U STAT. 79, AS AMENDED; > 6  U.S.C. 331)

iThat on and after July first, eighteen hundred and eighty-six, 

no] No_ fees shall "be charged or collected by [collectors or other] 

officers of customs, or by Coast Guard officials, for the following 

services to vessels of the United States, to wit: Measurement 

of tonnage and certifying the same; except that the compensation and 

necessary travel and subsistence expenses of the officers .so measuring 

or certifying such vessels at the request of the owners thereof at a 

place other than a port of entry or a customs station shall be paid 

by such owners; issuing of license or granting of certificate of 

registry, record, or enrollment, including all indorsements on the 

same and bond and oath; endorsement of change of master; certifying 

and receiving the document prescribed by the Secretary of the Treasury 

for use as a manifest, including master's oath, and permit; [granting 

permit to vessels licensed for the fisheries to touch and trade;] 

granting certificate of payment of tonnage dues; recording bill of 

sale, mortgage, hypothecation, or conveyance, or the discharge of 

such mortgage or hypothecation; furnishing certificate of title; 

furnishing the crew list; certificate of protection to seamen; bill 

of health; shipping or discharging of seamen, as provided by title 

fifty-three of the Revised Statutes and section two of this act; 

apprenticing boys to the merchant service; inspecting, examining, 

and licensing steam vessels, including inspection-certificate and copie 

thereof; and licensing of master, engineer, pilot, or mate of a vessel.
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SECTION 2 OF THE ACT OF NOVEMBER 6 , 19ÓÓ

(80 STAT. 1357; b 6  U.S.C. 817)
# * #

(e) The [collector of customs] appropriate customs officer at 
the port or place of departure from the United States of any vessel 
described in subsection (a) of this section shall refuse the 
clearance required by [section 1+197 of the Revised Statutes (1+6 
U.S.C. 91)] any regulation prescribed by the Secretary of the Treasury 
pursuant to law to any such vessel which does not have evidence 
furnished by the Federal Maritime Commission that the provisions of 
this section have been complied with.

SECTION 3 OF THE ACT OF NOVEMBER 6 , 1966

(80 STAT. 1358; 1+6 U.S.C. 817)
# * #

(e) The [collector of customs] appropriate customs officer at 

the port or place of departure from the United States of any vessel 

described in subsection (a) of this section shall refuse the clearance 

required by [section I+I97 of the Revised Statutes (1+6 U.S.C. 91)] 

any... regulation prescribed by the Secretary‘of the Treasury pursuant 
to law to any such vessel which does not have evidence furnished 

by the Federal Maritime Commission that the provisions of this section 
have been complied with. .
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B. Statutes repealed by the bill:

SECTION 3111 OF THE REVISED STATUTES, AS AMENDED 

(19 U.S.C. 282)

[SEC. 3111. If any vessel enrolled or licensed to engage in 

the foreign and coasting trade on the northern, northeastern, and 

northwestern frontiers of the United States shall touch at any 

port in the adjacent British provinces, and the master of such 

vessel shall purchase any merchandise for the use of the vessel, 

the master of the vessel shall report the same, with cost 

and quantity thereof, to an officer of the customs at the first 

port in the United States at which he shall next arrive, designating 

them as ”sea-storesand in the oath to be taken by each master 

of such vessel, on making such report, he shall declare that the 

articles so specified or designated "sea-stores” are only intended 

for the use exclusively of the vessel, and are not intended for 

sale* transfer, or private use. If any other or greater quantity 

of dutiable articles shall be found on board such vessel than are 

specified in such report or entry of such articles, or any part 

thereof shall be landed without a permit from an officer of 

the customs, such articles, together with the vessel, her apparel, 

Jackie, and furniture, shall be forfeited.]

SECTION 3118 OF THE REVISED STATUTES 

(19 U.S.C. 286)

[SEC. 3118. The master of any vessel so enrolled or licensed 

shall, before departing from a port in one collection-district to



a place in another collection-district, where there is no custom­

house, file his manifest, and obtain a clearance in the same manner, 

and make oath to the manifest, which manifest and clearance shall 

be delivered to the proper officer of customs at the port at which 

the vessel next arrives after leaving the place of destination 

specified in the clearance.]

SECTION 3119 OF THE REVISED STATUTES

(19 u.s.c. 287)

[SEC, 3119» Nothing contained in the three preceding sections
t'; ' ?  ■ I •shall exempt masters of vessels from reporting, as now required 

by law, any merchandise destined for any foreign port. No permit 

shall be required for the unlading of cargo brought from an American 

port.]
; SECTION 3122 OF THE REVISED STATUTES 

.• (19 U.S.C. 290)

(SEC, 3122. The master of any vessel so enrolled or licensed,

destined with a cargo from a place in the United States,.at which

there may be no custom-house, to a port where there may be a custom- 
%>

house, shall, within twenty-four hours after arrival at the port of 

destination, deliver to the proper officer of the customs a manifest, 

subscribed by him, setting forth the cargo laden at the place of 

departure, or laden or unladen at any'intermediate port, or place, 

to the truth of which manifest he shall make oath before such officer. 

If the vessel, however, have no cargo, the master shall not be 

required 10 deliver such manifest.].
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SECTION 312k OF THE REVISED STATUTES, AS AMENDED/
* (19 U.S.C. 291)

[SEC. 312U. The manifests, certificates of clearance, and
\ oaths, provided for by the eight preceding sections, shall be in 
P: such form, and prepared, filled up, and executed in such manner
if

as the Secretary of the Treasury may from time to time prescribe,] 
SECTION 312$ OF THE REVISED STATUTES 

' (19 U.S.C. 292)
[SEC. 3125. If the master of any enrolled or licensed vessel shall 

neglect or fail to comply with any of the provisions or requirements
/ /  - ^  ; ^ %  •' ; *. ’« V *  v*.* * v i '*' l- '• '‘v . - ^  * > L - • ■ '

of the nine preceding sections, such master shall forfeit and pay to 
the Onited States the sum of twenty dollars for each and every failure 
or neglect, and for which sum the vessel shall be liable, and may be 
summarily .proceeded against, by way of libel, in any district court 
of the United States.]

SECTION Ul97 OF THE REVISED STATUTES, AS AMENDED 
(1*6 U.S.C. 9 1 )

[SEĈ  1*197. The master or person having the charge or 
command of any vessel bound to a foreign port shall deliver to the 
collector of the district from which such vessel is about to depart a

* manifest pf all the cargo on board the.same,, and the value thereof,• ¿f
by him subscribed, and shall swear to the truth thereof; whereupon 
the collector shall grant a clearance for such vessel and her cargo, 
but without specifying the particulars thereof in the clearance, 
unless required by the master or other person having the charge or
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command of such vessel so to do. If any vessel bound to a roreign 

port (other than a licensed yacht or an undocumented American pleasure 

vessel not engaged in any trade nor in any way violating the customs 

or navigation laws of the United States) departs from any port or 
place in the United States without a clearance, or if the master 

deliver« a false manifest, or does not answer truly the questions 

demanded of him, or, having received a clearance adds to the 

cargo of such vessel without having mentioned in the report outwards 

the intention to do so, pr if the departure of the vessel is delayed 

beyond the second day after obtaining clearance without reporting 

the delay to the collector, the master or other person having the 

charge or command of such vessel shall be liable to a penalty 

of not more than $1,000 nor less than $500, or if the cargo consists 

in any part of narcotic drugs, or any spirits, wines, or other 

alcoholic liquors (sea stores excepted), a penalty of not more 

than $?,000 nor less than $1,000 for each offense, and the vessel 

shall he detained in any port of the United States until the said 

penalty is paid or secured: Provided, That in order that the 

commerce of the United States may move with expedition and without 

undue delay, the Secretary of the Treasury is hereby authorized to 

make regulations permitting the master of any vessel taking on cargo 

for a foreign port or for a port in noncontiguous territory belonging 

to the United States to file a manifest as hereinbefore provided, 

and if the manifest be not a complete manifest and it so appears upon 

such manifest, the collector of customs may grant clearance to the 

vessel in the case of an incomplete manifest, taking from the owner
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of the vessel, who may act in the premises by a duly authorized 

attorney in fact, a bond with security approved by the collector 

of customs in the penal sum of $1,000, conditioned that the 

master or someone for him will file a completed outward manifest 

not later than the fourth business day after the clearance of the 

vessel. In the event that the said complete outward manifest be 

not filed as required by the provisions of this section and the 

regulations made by the Secretary of the Treasury in pursuance 

hereof, then a penalty of $50 for each day's delinquency beyond 

the allowed period of four days for filing the completed manifest 

shall be exacted, and if the completed manifest be not filed 

within the three days following the four-day period, then for each 

succeeding day of delinquency a penalty of $100 shall be exacted. 

Suit may be instituted in the name of the United States against 

the principal and surety on the bond for the recovery of any 

penalties that may accrue and be exacted in accordance with the 

terms of the bond. ]
SECTION Ul98 OF THE REVISED STATUTES 

{k6 U.S.C. 9*0
[SEC. U1 9 8 . The oath to be taken by the master or commander of the

vessel shall be as follows:
&

District of

I, (insert the name), master, or commander of the (insert the 

denomination, and name of the vessel), bound from ihe port of (insert



the name of the port or place sailing from) to (insert Lh
27

the port or place bound to), do solemnly, sincerely, and truly 

swear (or affirm, as the case may be) that the manifest of the cargo 

on board the said (insert denomination and name of the vessel), 

now delivered by me to the collector of this district, and subscribed 

with my name, contains, according to the best of my knowledge and 

belief, a full, just, and true account of all the goods, wares, 

and merchandise now actually laden on board the said vessel, and of 

-«the value thereof; and if any other goods, wares, or merchandise 

shall be laden or put on board the said (insert denomination and 
name of vessel) previous to her sailing from this port, I will 

immediately report the same to the said collector. I do also swear 

(or affirm) that I verily believe the duties on all the foreign 

merchandise therein specified have been paid or secured, according 

to law, and that no part thereof is intended to be relanded within the 

United States, and that if by distress or other unavoidable accident 

it shall become necessary to reland the same, I will forthwith make 

a just and true report thereof to the collector of the customs of 

the district wherein such distress or accident may happen. So help me 

God.]

[SEC. 1+199* The form of the report and manifest to be delivered

SECTION 1+199 OF THE REVISED STATUTES

(1+6 U.S.C. 93)

to the collector shall be as follows:



1 v

Report and manifest of the cargo laden at the port of
on hoard the , master, hound for port

Marks. Numbers.
Packages or arti­

cles in hulk.
Contents or 
quantities.

Value at the port 
of exportation.

SECTION 1*201 OF THE REVISED STATUTES

(1*6 u.s.c. 96)
{SEC. 1*201. The form of a clearance, to he granted to a ship or

vessel on her departure to a foreign port or place, shall he as follows:

District of ,ss,
Port of :

These are to certify all whom it doth concern, that , master
or commander of the , burden tons, or thereabouts, mounted
with guns, navigated with men, built, and hound for ,
having on hoard , hath here entered and cleared his said
vessel according to law. Given under our hands and seals, at the 
custom-house of , this day of , one thousand , arid
in the year of the Independence of the United States of America. ]

SECTION 1*207 OF THE REVISED STATUTES 

{SEC. 1*207. Whenever any clearance is granted to any vessel of 

the United States, duly registered as such, and hound on any foreign 

voyage, the collector of the district shall annex thereto, in every 

case, a copy of the rates or tariffs of fees which diplomatic and 

consular officers are entitled, by the regulations prescribed by 

the President, to receive for their services.]



SECTION U213 OF THE REVISED.STATUTES, AS AMENDED 

(k6 U.S.C. 101)

% (ff 29

[SEC. 1*213. It shall be the duty of all masters of vessels for 

whom any official services shall be performed by any consular officer, 

without the payment of a fee, to require a written statement of such 

services from such consular officer, and, after certifying as to 

whether such statement is correct, to furnish it to the collector of 

the district in which such vessels shall first arrive on their return 

to the United States; and if any such master of a vessel shall fail 

to furnish such statement, he shall be liable to a fine of not 

exceeding fifty dollars, unless such master shall state under oath 

that no such statement was furnished him by said consular officer. And 

it shall be the duty of every collector to forward to the Secretary 

of the Treasury all such statements as shall have been furnished to 

him, and also a statement of all certified invoices which shall 

have come to his office, giving the dates of the certificates, and the 

names of the persons for whom and of the consular officer by whom 
the same were certified.]



SECTION 1*332 OF THE REVISED STATUTES, AS AMENDED 

(1*6 U.S.C. 2 7!*)

[SEC. 1*332. Every surveyor who certifies a manifest, or grants 

any permit, or who receives any certified manifest, or any permit, 

as is provided for in this Title, shall make return thereof monthly, 

or sooner, if it can conveniently he made, to the collector of 

the district where such surveyor resides.]

SECTION 1*31*8 OF THE REVISED STATUTES, AS AMENDED 

(1*6 U.S.C. 2 9 3)
[SEC. l*3l*8. The seacoasts and navigable rivers of the United 

States and Puerto Rico shall be divided into five great districts:

The first to include all the collection districts on the seacoasts 

and navigable rivers between the northern boundary of the State 

of Maine and the southern boundary of the State of Texas; the 

second to consist of the island of Puerto Rico; the third to 

include the collection districts on the seacoasts and navigable 

rivers between the southern boundary of the State of California and 

the northern boundary of the State of Washington; the fourth to 

consist of the Territory of Alaska; the fifth to consist of the 

Territory of Hawaii.]

SECTION 1*358 OF THE REVISED STATUTES, AS AMENDED

(1+6 u.s.c. 306)
[SEC. 1*358. The coasting trade between the Territory of Alaska and 

any other portion of the United States shall be regulated in accordance 

with the provisions of law applicable to such trade between any two 

great districts.]
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SECTION 1+36U OF THE REVISED STATUTES 

Cl+6 U.S.C. 310)

[SEC. 1+361+. . Whenever any vessel, licensed for carrying on the 

fishery, is intended to touch and trade at any foreign port, it 

shall be the duty of the master or owner to obtain permission for 

that purpose from the collector of the district where such vessel 

may be, previous to her departure and the master of every such 

vessel shall deliver like manifests, and make like entries, both of 

the vessel and of the merchandise on board, within the same time, and 

under the same penalty, as are by law provided for vessels of the 

United States arriving from a foreign port.]

SECTION U365 OF THE REVISED STATUTES 

(1+6 U.S.C. 311)
[SEC. 1+365. Whenever a vessel, licensed for carrying on the 

fisheries, is found within three leagues of the coast, with merchandise 

of foreign growth or manufacture, exceeding the value of five hundred 

dollars, without having such persmission as is directed by the preceding 

section, such vessel, together with the merchandise of foreign growth 

or manufacture imported therein, shall be subject to seizure and 

forfeiture.3
SECTION 1+366 OF THE REVISED STATUTES 

(1+6 U.S.C. 3 1 2 )

[SEC. 1+366. The master of every vessel employed in the transportation 

of merchandise from district to district, that shall put into a port 

.other than the one to which she was bound, shall, within twenty-four



hours of his arrival, if there be an officer residing at such 

port, and she continue there so long, make report of bis arrival 

to such officer, with the name of the place he came from, and to 

which he is bound, with an account of his lading; and every master 

who neglects or refuses so to do shall be liable to a penalty of 

twenty dollars. ]

SECTION 1*367 OF THE REVISED STATUTES 

(1*6 U.S.C. 313)

[SEC. 1*3 6 7. The master of every foreign vessel bound from a 

district in the United States to any other district within the same, 

shall, in all cases, previous to her departure from such district, 

deliver to the collector of such district duplicate manifests of the 

lading on board'such vessel, if there be any, or, if there be none, 

he shall declare that such is the case; and to the truth of such 

manifest or declaration he shall swear, and also obtain a permit from 

the collector, authorizing him to proceed to the place of his 

destination. ]
SECTION 1*368 OF THE REVISED STATUTES 

(1*6 U.S.C. 3ll*)
[SEC. 1+368. The master of every foreign vessel, on his arrival 

within any district from any other district, shall, in all cases, 

within forty-eight hours after his arrival, and previous to the 

unlading of any goods from on board such vessel, deliver to the collector 

of the district where he may have arrived, a manifest of the goods 

laden on board such vessel, if any there be; or if in ballast only,
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T /he shall so declare; he shall svear to the truth of such manifest 

or declaration, and shall also svear that such manifest contains 

an account of all the merchandise which was on hoard such vessel 

at the time, or has been since her departure from the place from 

whence she shall be reported last to have sailed; and he shall 

also deliver to such collector the permit which was given him from 

the collector of the district from whence he sailed.]

SECTION 1i369 OF THE REVISED STATUTES 

(1*6 U.S.C. 315)

[SEC. 1*36 9. Every master of any foreign vessel who neglects or 

refuses to comply with any of the requirements of the two preceding, 

sections, shall be liable to a penalty of one hundred dollars. Nothing 

therein contained shall, however, be construed as affecting the payment 

of tonnage, or any other requirements to which such vessels are subject 

by law.J

SECTION 1*573 OF THE REVISED STATUTES ...

(1*6 u.s.c. 671*)
[SEC. 1*573. Before a clearance is granted to any vessel bound on 

a foreign voyage or engaged in the whale-fishery, the master thereof 

shall deliver to the collector of the customs a list containing the 

names, places of birth and residence, and description of the persons 

tfho compose his ship’s company; to which list the oath of the captain 

shall be annexed, that the list contains the names of his crew, 

together with the places of their birth and residence, as far as 

he can ascertain them; and the collector shall deliver him a certified 

copy thereof, for which the collector shall be entitled to receive 

the sum of twenty-five cents.]



SECTION k?jh OF THE REVISED STATUTES 

(1+6 U.S.C. 675)

[SEC. U5 7U. In all cases of private vessels of the United States 

sailing from a port in the United States to a foreign port, the list 

of the crew shall be examined by the collector for the district from 

which, the vessel shall clear, and, if approved of by him, shall be 

certified accordingly. No person shall be admitted or employed on 

board of any such vessel unless his name shall have been entered in 

the list of the crew, approved and certified by the collector for 

the district from which the vessel shall clear. The collector, 

before he delivers the list of the crew, approved and certified, 

to the master or proper officer of the vessel to which the same belongs, . 

shall cause the same to be recorded in a book by him for that purpose 

to be provided, and the record shall be open for the inspection of all 

persons, and a certified copy thereof shall be admitted in evidence 

in any court in which any question may arise under any of the provisions 

of this Title.]

SECTION 1+575 OF THE REVISED STATUTES, AS AMENDED 

(1+6 U.S.C. 6 7 6)

[SEC. 1+575. The following rules shall be observed with reference to 

vessels bound on any foreign voyage:

First* The duplicate list of the ship's company, required to be 

made out by the master and delivered to the collector of the customs, 

under section forty-five hundred and seventy-three, shall be a fair copy 

in one uniform handwriting, without erasure or interlineation.
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Second. It shall be the duty of the owners of every such vefesel 

to obtain from the collector of the customs of the district from 

which the clearance is made, a true and certified copy of the shipping 

articles, containing the names of the crew, which shall be written 

in a uniform hand, without erasures cr interlineations.

Third* These documents, which shall be deemed to contain all the 

conditions of contract with the crew as to their service, pay, voyage 

and all other things, shall be produced by the master, and laid before 

any consul of the United States, whenever he may deem their contents 

necessary to enable him to discharge the duties imposed upon him 

by law toward any mariner applying to him for his aid or assistance.

Fourth. All interlineations, erasures,.or writing in a hand 

different from that in which such duplicates were originally made, 

shall be deemed fraudulent alterations, working no change in such 

papers, unless satisfactorily explained in a manner consistent with 

innocent purposes and the provisions of law which guard the rights 
of mariners•

Fifth. If any master of a vessel shall proceed on a foreign 

voyage without the documents herein required, or refuse to produce 

them when required, or to perform the duties imposed by this «

section, or shall violate the provisions thereof, he shall be liable 

to each and every individual injured thereby in damages, to be 

recovered in any court of the United States in the district where such 

delinquent may reside or be found, and in addition thereto be punish­

able by a fine of one hundred dollars for each offense.



Sixth. It shall he the duty of the boarding officer to report 

all violations of this section to the collector of the port where 

any vessel may arrive, and the collector shall report the same to 

the Commandant of the Coast Guard and to the United States attorney 

in his district.]

SECTION 1+576 OF THE REVISED STATUTES, AS AMENDED

(1+6 u.s.c. 6 7 7)

{SEC. 1+576. The master of every vessel bound on a foreign voyage 

or engaged in the whale fishery shall exhibit the certified copy of 

the list of the crew to the first boarding officer at the first port 

in the United States at which he shall arrive on his return, and also 

produce the persons named therein to the boarding officer, whose duty 

it shall be to examine the men with such list and to report the same 

to the collector; and it shall be the duty of the collector at the 
port of arrival, where the same is different from the port from which 

the vessel originally sailed, to transmit a copy of the list so 

reported to him to the collector of the port from which such vessel 

originally sailed. For each failure to produce any person on the 

certified copy of the list of the crew the master and owner shall be 

severally liable to a penalty of four hundred dollars, to be sued for, 

prosecuted, and disposed of in such manner as penalties and forfeitures 

which may be incurred for offenses against the laws relating to the 

collection of duties; but such penalties shall not be incurred on 

account of the master not producing to the first boarding officer any 

of the persons contained in the list who may have been discharged



in a foreign country with, the consent of the consul, or vice- 

consul there residing, certified in writing, under his hand and 

official seal, to be produced to the collector with the other 

persons composing the crew, nor on account of any such person dying 

or absconding or being forcibly impressed into other service of 

which satisfactory proof shall also be exhibited to the collector.]

THE TARIFF ACT OF 1930, AS AMENDED » # #
[SEC. k32. MANIFEST TO SPECIFY SEA AND SHIP'S STORES.

The manifest of any vessel arriving from a foreign port or place 

shall separately specify the articles to be retained on board of such 

vessel as sea stores, ship's stores, or bunker coal, or bunker oil, 

and if any other or greater quantity of sea stores, ship's stores, 

bunker coal, or bunker oil is found on board of any such vessel than 

is specified in the manifest, or if any such articles, whether shown 

on the manifest or not, are landed without a permit therefor issued 

by the appropriate customs officer all such articles omitted from 

the manifest or landed without a permit shall be subject to forfeiture 

and the master shall be liable to a penalty equal to the value of the 

articles.]

[SEC. U33. REPORT OF ARRIVAL.

Within twenty-four hours after the arrival of any vessel from a 

foreign port or place, or of a foreign vessel from a domestic port, 

or of a vessel of the United States carrying bonded merchandise, 

or foreign merchandise for which entry has not been made, at any port



or place within the United States at which such vessel shall come to, 

the master shall, unless otherwise provided by law, report the 

arrival of the vessel at the nearest customhouse, under such 

regulations as the Secretary of the Treasury may prescribe.]

I SEC. k3b. ENTRY OF AMERICAN VESSELS.

Except as otherwise provided by law, and under such regulations 

as the Secretary of the Treasury may prescribe, the master of a 

vessel of the United States arriving in the United States from a 

foreign port or place shall, within forty-eight hours after its arrival 

within the limits of any customs collection district, make formal entry 

of the vessel at the customhouse by producing and depositing with the 

appropriate customs officer the vessel's crew list, its register, or 

document in lieu thereof, the clearance and bills of health issued 

to the vessel at the foreign port or ports from which it arrived, together 

with the original and one copy of the manifest, and shall make oath that 

the ownership of the vessel is as indicated in the register, or document 

in lieu thereof, and that the manifest was made out in accordance with 

section 1*31 of this Act.]

[SEC. U35. ENTRY OF FOREIGN VESSELS.

The master of any foreign vessel arriving within the limits of 

any, customs collection district shall, within forty-eight hours there­

after, make entry at the customhouse in the same manner as is required 

for the entry of a vessel of the United States, except that a list 

of the crew need not be delivered, and that instead of depositing the



register or document in lieu thereof such master may produce a

certificate by the consul of the nation to which such vessel belongs

that said documents have been deposited with him: Provided, That

such exception shall not apply to the vessels of foreign nations in

whose ports American consular officers are not permitted to have the

custody and possession of the register and other papers of vessels

entering the ports tof such nations.]

[SEC. k36. ' FAILURE TO REPORT OR ENTER VESSEL. ‘ ,

Every master who fails to make the report or entry provided for

in section 1+33, 1+31+, or 1+35 of this Act shall, for each offense, be
liable to a fine of not more than $1,000 and, if the vessel have, or

be discovered to have had, on board any merchandise (sea stores excepted),

the importation of which into the United States is prohibited, or any

spirits, wines, or other alcoholic liquors, such master shall be subject

to an additional fine of not more than $2,000 or to imprisonment for

not more than one year, or to both such fine and imprisonment.

Every master who presents a forged, altered, or false document

or paper on making entry of a vessel as required by section 1+31+ or 1+35

of this Act, knowing the same to be forged, altered, or false and

without revealing the fact, shall, in addition to any forfeiture to
jfr< : d : ■ 5 ■ ' '  i j i * ‘ ■ . , . ; t

which in consequence the vessel may be subject, be liable to a fine of

not mere than $5,000 nor less than. $50 or to imprisonment for not more

than two years, or to both such fine and imprisonment• ]
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[SEC. 1+37. DOCUMENTS RETURNED AT CLEARANCE.

The register, or document in lieu there of, deposited in accordance

vith section I+3I+ or 1+35 of this Act shall T: e returned to the master

or owner of the vessel upon its clearance.]
* * *

[SEC. 1+39. DELIVERY OF MANIFEST.

Immediately upon arrival and before entering his vessel, the 

master of a vessel from a foreign port or place required to make 

entry shall mail or deliver to such employee as the Secretary of 

the Treasury shall designate, a copy of the manifest, and shall on 

entering his vessel make affidavit that a true and correct copy was 

so mailed or delivered, and he shall also mail or deliver to such 

employee designated by the Secretary a true and correct copy of any 

correction of such manifest filed on entry of his vessel. Any master 

who fails so to mail or deliver such copy of the manifest or correction 

thereof shall be liable to a penalty of not more than $500.]

[SEC. hbO. CORRECTION OF MANIFEST.

If there is any merchandise or baggage on board such vessel which 

is not included in or which does not agree with the manifest the 

master of the vessel shall make a post entry thereof and mail or 

deliver a copy to such employee as the Secretary of the Treasury shall 

«¿designate and for failure so to do shall be liable to a penalty of 

$5 0 0.]
# *  *



[SEC. Ml 3. CARGO FOR DIFFERENT PORTS - MANIFEST AND PERMIT. 

Merchandise arriving in any vessel for delivery in different 

districts or ports of entry shall be described in the manifest in 

the order of the districts or ports at or in which the same is to be 

unladen. Before any vessel arriving in the United States with 

any such merchandise shall depart from the pprt of first arrival., 

the master, shall obtain from the appropriate customs.officer, a permit 

therefor with a certified copy of the vessel’s manifest showing the 

quantities and particulars of the merchandise entered at such port 
of entry and of that remaining on board.]

[SEC. kbk. ARRIVAL AT ANOTHER PORT.

Within twenty-four hours after the arrival of such vessel at 

another port of entry, the master shall report the arrival of his 

vessel to the appropriate customs officer at such port and shall produce 

the permit issued by the appropriate customs officer at the port 

of first arrival., together with the certified copy of his manifest.]

[SEC. kk5. PENALTIES FOR FAILURE TO HAVE PERMIT AND CERTIFIED 

MANIFEST.

If the master of any such vessel shall proceed to another port or 

district without having obtained a permit therefor and a certified 

•£opy of his manifest, or if he shall fail to produce such permit and 

certified copy of his manifest to the appropriate customs officer at 

the port of destination, or if he shall proceed to any port not specified 

in the permit, he shall be liable to a penalty, for each offense, of 

not more than $5 0 0.] *- * *



[SEC. U65. SAME - SUPPLIES.
The master of any vessel of the United States documented to

engage in the foreign and coasting trade on the northern, northeastern,

and northwestern frontiers shall, upon arrival from a foreign contiguous

territory, file with the manifest of such vessel a detailed list of

all supplies or other merchandise purchased in such foreign country

for use or sale on such vessel, and also a statement of the cost of

all repairs to and all equipment taken on board such vessel. The
conductor or person in charge of any railway car arriving from a

contiguous country shall file with the manifest of such car a detailed

list of all supplies or other merchandise purchased in such foreign country

for use in the United States. If any such supplies, merchandise, repairs,

or equipment shall not be reported, the master, conductor, or other

person having charge of such vessel or vehicle shall be liab3.e to a

fine of not less than $ 10 0 and nor more than $5 0 0, or to imprisonment

for not more than two years, or both.]* * *
[SEC. 583. CERTIFICATION OF MANIFEST. ■
The master of every vessel and the person in charge of every 

vehicle bound to a port or place in the United States shall deliver 

to the officer of the customs or Coast Guard who shall first demand 

¿r it of him, the original and one copy of the manifest of such vessel 

or vehicle, and such officer shall certify on the original manifest 

to the inspection thereof and return the same to the master or other 

person in charge.] * * *



[SEC. 585. DEPARTURE BEFORE REPORT OR ENTRY.

If any vessel or vehicle from a foreign port or place arrives 

within the limits of any collection district and departs or attempts 

to depart, except from stress of weather or other necessity,iwithout 

making a report or entry under the provisions of this Act, or if any 

merchandise is unladen therefrom before such report or entry, the master 

of such vessel shall be liable to a penalty of $5 ,0 0 0, and the person 

in charge of such vehicle shall be liable to a penalty of $5 0 0, and 

any such vessel or vehicle shall be forfeited, and any officer of 

the customs may cause such vessel or vehicle to be arrested and brought 

back to the most convenient port of the United States.].

tea THE ACT OF KAY 4, 1934, rshanuis'- , j

: (48 STAT. 6 6 3; 46 U.S.C. 91a)

[That whenever, under any provision or provisions of any statute 

of the United States, it is made the duty of the masters of vessels 

to make entry and clearance of same, it shall be lawful for such duties 

to be performed by any licensed deck officer or purser of such vessel; 

and when such duties ..are performed by a licensed deck officer or purser 

of such vessel, such acts shall ha-̂  the same force and effect as if 

performed by masters of such vessels: Provided, That nothing herein 
contained shall relieve the master of any penalty or liability provided 

by any statute relating to the entry or clearance of vessels.]



SECTION 1 OF THE ACT OF JULY 3, 1926 

tkk STAT. 832, AS AMENDED; U6 U.S.C. 29^a)

[That there is hereby created, in addition to the five great 

districts provided by section i+3̂ +8 of the Revised Statutes as 

amended by the Act of May 12, 1906, a sixth great district to 

include all the collection districts on the Great Lakes, their 

connecting and tributary waters, as far east as the Raquette River, 
New York’.] vehicle be l+hbup v- a •

THE ACT OF JUNE l6 , 1937 

(50 STAT. 303, AS AMENDED; 19 U.S.C. 1^35b)

[That in order to expedite the dispatch of vessels carrying 

passengers operating on regular schedules and arriving at night or on 

a Sunday or a holiday at a port in the United States at which such 

vessel is required by law to report arrival and make entry and from 

which it is required to obtain a clearance, the appropriate customs 

officer if the vessel departs during the same night, Sunday, or 

holiday on which it arrives may, under such regulations as may be 

prescribed by the Secretary of the Treasury, receive the report 

of arrival and entry of such vessel from and give clearance for 

such vessel to the master or other proper officer thereof on board 

¿auch vessel: Provided, That bond, as prescribed in section ^51 

of the Tariff Act of 1930, is given to secure reimbursement to the
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Government for the compensation of, and expenses incurred by, such 

customs officers in performing such services, who shall be entitled 

to rates of compensation fixed on the same basis and payable in 

the same manner and upon the same terms and conditions as in the 

case of customs officers and employees assigned to lading or 

unlading at night or on Sunday or a holiday.]



A BILL
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To authorize the Secretary of the Treasury to prescribe regulations 
to govern the arrival, entry, clearance, and related movements 
of vessels and vehicles, and for other purposes

Be it enacted by the Senate and House of Representatives of

the United States of America in Congress assembled,

SEC. 1 . DEFINITIONS.---When used in this Act-

Ca) The word "vessel" includes every description of water
i

craft or other contrivance used, or capable of being used, as a means 

of transportation in or on water, but does not include aircraft.
(b) The word "vehicle" includes every description of 

carriage or other contrivance used, or capable of being used, as a 

means of transportation on land, but does not include aircraft.

(c) The word "person" includes individuals, partnerships, 

associations, and corporations.

(d) The word "Secretary" means Secretary of the Treasury. 

SEC. 2. DELEGATION OF AUTHORITY - REGULATIONS.— The Secretary,

with due regard for the security of the United States,'the facilitation 

of the commerce of the United States, the enforcement of the Tariff 

Act of 1930, as amended (19 U.S.C. ch. U), the protection of the 

revenue, and the requirements of other departments or agencies of the 

United States relating to the enforcement of statutes within their 

Jurisdiction, shall prescribe regulations to govern the arrival, entry, 

clearance, and related movements of vessels and vehicles.



SEC. 3. DOCUMENTS.— The Secretary shall prescj:Uj« the form 

and content of such documents as may "be required in the administration 

of the regulations prescribed under section 2 of this Act and may 

provide for the verification by written declaration in lieu of oath 

or affirmation of any such document.
SEC. U. CIVIL PENALTIES.— Any person who violates any regulation 

prescribed pursuant to section 2 of this Act, or who makes a false oath, 

affirmation, or declaration to any document prascribed pursuant to 

section 3 of this Act, shall be subject to a civil penalty, in an 

amount to be determined by the Secretary, but in no case to exceed 

$5»000 for each offense.
SEC. 5. CRIMINAL PENALTIES.— Any person who, willfully or with 

the intent to defraud, violates any regulation prescribed pursuant to 

section 2 of this Act, or who makes a false oath, affirmation, or 

declaration to any document prescribed pursuant to section 3 of this 

Act, shall be fined not more than $10,000, or imprisoned not more 

than five years, or both.
SEC. 6 . SEIZURE AND FORFEITURE.— Except as provided in section 59^ 

of the Tariff Act of 1930 (19 U.S.C. 159*0» any vessel, including its 

tackle, apparel, appurtenances, cargo, and stores, or any vehicle, 

including its cargo, in any way involved in a violation of any 

regulation prescribed by the Secretary pursuant to section 2 of this 

Act, in addition to any other penalty imposed by law, shall be subject

to seizure and forfeiture.



SEC. 7. DEPARTURE BEFORE REPORT, ENTRY, OR CLEARANCE.— If 

any vessel or vehicle, except by reason of stress of weather or 

other necessity, shall depart, or attempt to depart, from the limits 

of any port or place without making the report or entry, or obtaining 

the clearance, required by the regulations prescribed under section 2 

of this Act, or if any merchandise is unladen therefrom before the 

required report or entry, any officer of the customs may cause , 

such vessel or vehicle to be arrested and, if necessary, brought 

back to the most convenient port or place in the United States.

SEC. 8. APPLICABILITY OF EXISTING PROCEDURE FOR SEIZURE 

AND FORFEITURE.— All provisions of law relating to the seizure, 

summary and judicial forfeiture, and condemnation of a vessel, 

including its tackle, apparel, furniture, appurtenances, cargo, 

and stores, or of a vehicle, including its cargo, for violation 

of the customs laws, and the disposition of such vessel, including 

its tackle, apparel, furniture, appurtenances, cargo, and stores, 

or such vehicle, including its cargo, shall apply to seizures 

and forfeitures incurred under section 6 of this Act, insofar as 

such provisions of law are applicable and not inconsistent with 

the provisions of this Act.
SEC. 9. REMISSION OR MITIGATION OF CIVIL PENALTIES.— Any 

civil penalty and any liability to seizure or forfeiture imposed 

by this Act may be remitted or mitigated by the Secretary in 
accordance with the provisions of section 6l8 of the Tariff Act of 

1930, as amended (19 U.S.C. l6l8 ).



SEC. 10. MISCELLANEOUS AMENDMENTS.— Simultaneously with the 

entry into effect of the regulations prescribed by the Secretary 

pursuant to section 2 of this Act, the following provisions of 

law are amended:

(a) Section 2792 of the Revised Statutes, as amended 

(19 U.S.C. 289; 1+6 U.S.C. 110), is further amended by striking the 
first sentence and inserting in lieu thereof the following: "The 

masters of vessels used exclusively as ferryboats carrying passengers, 

baggage, and merchandise shall not be required to pay entrance and 

clearance fees or fees for receiving or certifying the document 

prescribed by the Secretary of the Treasury for use as a manifest, 

but they shall, upon arrival in the United Staten, be required to 

report such baggage and merchandise to the appropriate customs 

officer, according to law."

(b) Section 2793 of the Revised Statutes, as amended (19 

U.S.C. 288; 1+6 U.S.C. Ill), is further amended by inserting a period 

in lieu of the semicolon after the word "clear" and striking the 

remainder.

(c) Section 3126 of the Revised Statutes, as amended (19 

U.S.C. 293), is further amended by striking everythin? after the 

first sentence.

** (d) Subsections (e) of sections 2 and 3 of the Act of November 6

1966 (80 Stat. 1357, 1358; h6 U.S.C. 8l7d(e), 8l7e(e)), are amended to 

read as follows: "The appropriate customs officer at the port or place



of departure from the United States of any vessel described in 

subsection (a) of this section shall refuse the clearance required 

by any regulation prescribed by the Secretary of the Treasury 

pursuant to law to any such vessel which does not have evidence 

furnished by the Federal Maritime Commission that the provisions 

of this section have been complied with.”

(e) Section 431 of the Tariff Act of 1930, as amended

(19 U.S.C. 1431), is further amended by striking paragraph (a) and• .

the parenthetical ”(b)” before the word "Whenever".

(f) Section 201 of the Act of August: 5, 1935 (19 U.S.C. 

1432a) is amended by striking "432, 433, 434," and n585,".

(g) Section 438 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1438), is further amended by striking the words "section 

435 of this Act" and inserting in lieu thereof ’’any regulation 

prescribed by the Secretary of the Treasury pursuant to law".

(h) Section 441 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1441), is further amended by striking the words "at 

the customhouse".

(i) Section 442 of the Tariff Act of 1930 (19 U.S.C. 1442), 

is amended by striking the words "this Act" in the first sentence

and inserting in lieu thereof "any regulation prescribed by the 

Secretary of the Treasury pursuant to law"; and by inserting the 

words "document prescribed by the Secretary of the Treasury for use 

as a" before the word "manifest" wherever that word appears therein.



(19 U.S.C, 14U8), is further amended by striking paragraph (a) 
and inserting in lieu thereof the following:

”(a) PERMITS AND ENTRIES.— Except as provided in section 

1*1+1 of this Act (relating to vessels not required to enter), no 

merchandise, passengers, or baggage shall be unladen from any 

vessel or vehicle arriving from a foreign port or place until 

entry of such vessel or report of the arrival of su;h vehicle has 

been made under regulations prescribed by the Secretary of the 

Treasury pursuant to law and a permit for the unlading of the same 

issued by the appropriate customs officer. After the entry of any 

vessel or report of the arrival of any vehicle, such customs 

officer may issue a permit to the master of the vessel, or to the 

person in charge of the vehicle, to unlade merchandise or baggage, 

but except as provided in subdivision (b) of this section merchandise 

or baggage so unladen shall be retained at the plac^ of unlading 

until entry therefor is made and a permit for its 6 ilivery granted, 

and the owners of the vessel or vehicle from which my impoi’ted 

merchandise is unladen prior to entry of such merch rndise shall be 

liable for the payment of the duties accruing on an part thereof 

that may be removed from the place of unlading withf ut a permit 

.t&erefor having been issued. Any merchandise or baggage so unladen



from any vessel or vehicle for which entry is not made within 

forty-eight hours exclusive of Sunday and holidays from the time 

of the entry of the vessel or report of the vehicle, unless a 

longer time is granted hy such customs officer, as provided in 

section 1*8^, shall be sent to a bonded warehouse or the public 

stores and held as unclaimed at the risk and expense of the 

consignee in the case of merchandise and of the owner in the case 

of uaggage, untij. entry txiereof is made . 11

(k) Section h$9 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1^59), is further amended by striking the first sentence 
thereof.

(l) Section ^60 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1 U6 0), is further- amended to read as follows: ”lf 

any merchandise is imported or brought into the United States

by any person otherwise than in a vessel or vehicle, from a contiguous 

country, which merchandise is not so presented to the proper customs 

officers, such merchandise shall be subject to forfeiture; and the 

person importing or bringing in merchandise otherwise than in a vessel 

or vehicle, shall, in addition to any other penalty, be liable to 

a penalty equal to the value of the merchandise which was not so 
presented.”

Cm) Section 58l of the Tariff Act of 1 9 3 0 , as amended 

(19 U.S.C. 158l), is further amended by inserting the*words



8
‘uni e c r e ta : T.r

as a” before the word "manifest" in subsection (a); by striking 

the words"$5,000 nor less than $50 0" in subsection (c) and inserting 

in lieu thereof "$10,000, or imprisonment for not more than five 

years, or both"; and by striking the words "of not more than 

$5,000 nor less than $1,000" in subsection (d) and inserting in 

lieu thereof "in an amount to be determined by the Secretary of the 

Treasury, but in no case to exceed $5,000 for each offense, or 

if the failure to comply be willful or made with intent to defraud, 

to a fine of not more than $10,000, or imprisonment for not more 

than five years , or both."

(n) Section 58U of the Tariff Act of 1930, as amended 

(19 U.S.C. 158H), is further amended by striking the first paragraph 

and inserting in lieu thereof, the following: "in addition to any 

other penalty imposed by law, if any merchandise, including sea 

stores, is found on board of or after having been unladen from any 

vessel or any vehicle bound to the United States which is not

included or described in the document prescribed by the Sec 

of the Treasury for use as a manifest or does not agree the 

the master of such vessel or the person in charge of such v 

$ r the owner of such vessel or vehicle, shall be liable to

retary

rewith,

chicle, 

a penalty

equal to the value of the merchandise so found or unladen: 

That if the appropriate customs officer shall be satisfied 

said document vras lost

Provided, 

that the

or mislaid without intentional fraud, or was



defaced by accident, or is incorrect by reason of clerical errot  

or other mistake and that no part of the merchandise not found on 

board was unshipped or discharged except as specified in *;he report 

of the master or person in charge, such penalty shall not be incurred, 

by striking the words "a libel in rem" in the four th sentence of the 

second paragraph and inserting in lieu thereof Mar appropriate 

civil proceeding in rem”; and in the third paragraph, by striking 

the word "manifested” the first time it appears, by inserting the 

words "included or described in the document prescribed by the 

Secretary of the Treasury for use as a manifest," before the word "con 

sisting", and by inserting the word "documented" in lieu of the 

word "manifested" where it last appears.

(o) Section l+38l of the Revised Statutes, as amended 

(1+6 U.S.C. 329), and section 553 of the Tariff Act of 1930, as 

amended (19 U.S.C. 1553), are further amended by inserting the . 

words "document prescribed by the Secretary of the Treasury for use 

as a" before the word "manifest" wherever it appears therein.

(p) Section 9 of the Act of August 2, 1882, as amended 

(1+6 U.S.C. 158), is further amended by deleting the words "with his" 

following the word "deliver" and by inserting in lieu thereof the 

words "a document prescribed by the Secretary of the Treasury for 

use as a"; and by inserting the word "and" after the word "entry".

(q) Section 1+382 of the Revised E'-tatutes, as amended 

(1+6 U.S.C. 330), is further amended by inserting the words "the



document prescribed by the Secretary of the Treasury for use 

as a” before the word "manifest" and by substituting the word 

"post" for the word "port".

(r) Section 1 of the Act of June 19, 1886, as amended 

(1+6 U.S.C. 331), is further amended by striking the words "That on

and after July first, eighteen hundred and eighty-six,"; by substituting 

the word "Ho” for the word "no"; by striking the words "collectors 

or other" and "granting permit to 'vessels licensed for the fisheries 

to touch and trade;" and by inserting the words "the document prescribed 

by the Secretary of the Treasury for use as a" before the word "manifest"

(s) Section 1+208 of the Revised Statutes (1+6 U.S.C. 102) 

is amended by inserting the words "document prescribed by the Secre­

tary of the Treasury for use as a" before the word "manifest"; and 

by striking the word "collector" and inserting in lieu thereof the 

words "appropriate customs officer."

SEC. 11. REPEALS.— Simultaneously with the entry into effect 

of the regulations prescribed by the Secretary of the Treasury 

pursuant to this Act, the following provisions of law are repealed:

(a) Sections 3111, as amended, 3118, 3119, 3122, 3121+, 

as amended, 3125, 1+197, as amended, 1+198, 1+199, 1+201, 1+213, as amended, 

1+332, as amended, 1+31+8, as amended, 1+358, as amended, I+3 6I+, 1+365, 1+366, 

I+3 6 7, 1+368, l+3o9, 1+573, 1+571+, 1+575, as amended, and 1+576, as amended, 

of the Revised Statutes (1 9 U.S.C. 282, 286, 287, 290,-291, 292;

1+6 U.S.C. 91, 93, 9l+, 96, 101, 2 7I+, 293, 306, 310, 311, 312, 313,

Stt? 315, 6 lb , 6 7 5 , 676,.6 7 7 );

.(b) Section 1*207 oT the Revised Statutes; . ;



(c) Sections **32, as amended, **33, as amended, 1*3**, as 

amended, **35» **3 6 , as amended, **37 > **39» as amended, ****0 , as amended, 

***+3» as amended, *+*+**, as amended, ****5 » as amended, **6 5 , 5 8 3, as 

amended, and 5 8 5, as amended, of the Tariff Act of 1930 ( 1 9 U.S.C.

li+32, 1**33, l**3**, 11*35» 1 **3 6 , l**37, 1**39, 1 ****0 , 1 ****3 , lb bby 1 UU5 ,

1**65, 1583, 1585);

(d) The Act of May *+, 193** (**6 U.S.C. 91a);

(e) Section 1 of the Act of July 3» 1926, as amended

(1*6 U.S.C. 293a); and . '

(f ) The Act of. June- l6 , 1937» as amended (19 U.S.C. l**35h).

SEC. 12. RIGHTS AND LIABILITIES ACCRUING PRIOR TO EFFECTIVE 

DATE OF ACT - NOT AFFECTED.— -The repeal of existing lav or modifications 

thereof embraced in this Act shall not affect any act done, or any 

right accruing or accrued, or any suit or proceeding had or commenced 

in any civil or criminal case prior to such repeal or modification, 

but all rights or liabilities under such, lavs shall continue and 

may be enforced In the same manner as if. such repeal or modification

had not been made.

SEC. 13. SEPARABILITY OF PROVISIONS.— If any provision of this 

Act, or the application thereof to any person or circumstances, is 

held invalid, the remainder of the provisions of this Act, and the 

application of such provision to other persons or circumstances, 

shall not be affected thereby.

SEC. 1*1. SHORT TITLE.— This Act may be cited as "The Customs

Entry and Clearance Act of 197*+."



A BILL

To authorize the Secretary of the Treasury to prescribe regulations 
to govern the arrival, entry, clearance, and related movements 
of vessels and vehicles, and for other purposes

Be it enacted by the Senate and House of Representatives of 

the United States of America in Congress assembled,

SEC. 1. DEFINITIONS. — When used in this Act-

(a) The word "vessel" includes every description of water 

craft or other contrivance used, or capable of being used, as a means 

of transportation in or on water, but does not include aircraft.
(b) The word "vehicle" includes every description of 

carriage or other contrivance used, or capable of being used, as a 

means of transportation on land, but does not include aircraft.
(c) The word "person" includes individuals, partnerships, 

associations, and corporations.
(d) The word "Secretary" means Secretary of the Treasury.

SEC. 2. DELEGATION OF AUTHORITY - REGULATIONS.— The Secretary,

with due regard for the security of the United States., the facilitation 

of the commerce of the United States, the enforcement of the Tariff 

Act of 1930, as amended (19 U.S.C. ch. h ), the protection of the 
revenue, and the requirements of other departments or agencies of the 

United States relating to the enforcement of statutes within their 

^Jurisdiction, shall prescribe regulations to govern the arrival, entry, 

clearance, and related movements of vessels and vehicles.



Sip
SEC. 3. DOCUMENTS.— The Secretary shall prescribe the form 

and content of such documents as may he required in the administration 

of the regulations prescribed under section 2 of this Act and may 

provide for the verification by written declaration in lieu of oath 
or affirmation of any such document.

SEC. h, CIVIL PENALTIES.— Any person who violates any regulation 

prescribed pursuant to section 2 of this Act, or who makes a false oath, 

affirmation, or declaration to any document pr ascribed pursuant to 

section 3 of this Act, shall be subject to a civil penalty, in an
’ j

amount to be determined by the Secretary, but in no case to exceed 

$5,000 for each offense.

SEC. 5* CRIMINAL PENALTIES.— Any person who, willfully or with 

the intent to defraud, violates any regulation prescribed pursuant to 

section 2 of this Act, or who makes a false oath, affirmation, or 

declaration to any document prescribed pursuant to section 3 of this 

Act, shall be fined not more than $10,000, or imprisoned not more 
than five years, or both.

SEC. 6. SEIZURE AND FORFEITURE.— Except as provided in section 59**

of the Tariff Act of 1930 (19 U.S.C. 159*0» any vessel, including its

tackle, apparel, appurtenances, cargo, and stores, or any vehicle,

Including its cargo, in any way involved in a violation of any 
if

regulation prescribed by the Secretary pursuant to section 2 of this 

Act, in addition to any other penalty imposed by law, shall be subject 
to seizure and forfeiture.



SEC. T. DEPARTURE BEFORE REPORT, ENTRY, OR CLEARANCE.— If 

any vessel or vehicle, except by reason of stress of weather or 

other necessity, shall depart, or attempt to depart, from the limits 

of any port or place without making the report or entry, or obtaining 

the clearance, required by the regulations prescribed under section 2 

of this Act, or if any merchandise is unladen therefrom before the 

required report or entry, any officer of the customs may cause , 

such vessel or vehicle to be arrested*and, if necessary, brought 

back to the most convenient port or place in the United States.

SEC. 8. APPLICABILITY OF EXISTING PROCEDURE FOR SEIZURE

AND FORFEITURE.— All provisions of law relating to the seizure,

summary and judicial forfeiture, and condemnation of a vessel,V
including its tackle, apparel, furniture, appurtenances, cargo, 

and stores, or of a vehicle, including its cargo, for violation 

of the customs laws, and the disposition of such vessel, including 

its tackle, apparel, furniture, appurtenances, cargo, and stores, 

or such vehicle, including its cargo,, shall apply to seizures 

and forfeitures incurred under section 6 of this Act, insofar as 

such provisions of law are applicable and not inconsistent with 

the provisions of this Act.

SEC. 9. REMISSION OR MITIGATION OF CIVIL PENALTIES.— Any 

civil penalty and any liability to seizure or forfeiture imposed 

by this Act may be remitted or mitigated by the Secretary in 

accordance with the provisions of section 6l8 of the Tariff Act of 

1930, as amended (19 U.S.C. l6l8).



entry into effect of the regulations prescribed by the Secretary 

pursuant to section 2 of this Act, the following provisions of 

law are amended:

(a) Section 2792 of the Revised Statutes, as amended 

(19 U.S.C. 289; 1+6 U.S.C. 110), is further amended by striking the 

first sentence and inserting in lieu thereof the following: "The 

masters of vessels used exclusively as ferryboats carrying passengers, 

baggage, and merchandise shall not be required to pay entrance and 

clearance fees or fees for receiving or certifying the document 

prescribed by the Secretary of the Treasury for use as a manifest, 

but they shall, upon arrival in the United Staten, be required to 

report such baggage and merchandise to the appropriate customs 

officer, according to law."

(b) Section 2793 of the Revised Statutes, as amended (19 

U.S.C. 288; 1+6 U.S.C. Ill), is further amended by inserting a period 

in lieu of the semicolon after the word "clear" and striking the 

remainder.
(c) Section 3126 of the Revised Statutes, as amended (19 

U.S.C. 2 9 3), is further amended by striking everything after the 

first sentence.
* (d) Subsections (e) of sections 2 and 3 of the Act of November 6,

1966 (80 Stat. 1357, 1358; 1+6 U.S.C. 8l7d(e), 8l7e(e)), are amended to 

read as follows: "The appropriate customs officer at the port or place



icribeTT Jnof departure from the United States of any vessel des< 

subsection (a) of this section shall refuse the clearance required 

by any regulation prescribed by the Secretary of the Treasury 

pursuant to law to any such vessel which does not have evidence 

furnished by the Federal Maritime Commission that the provisions 

of this section have been complied with.”

(e) Section 431 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1431), is further amended by striking paragraph (a) andI ' ' .
the parenthetical "(b)" before the word "Whenever".

(f) Section 201 of the Act of August; 5, 1935 (19 U,S.C. 

1432a) is amended by striking "432, 433, 434," and ”585,".

(g) Section 438 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1438), is further amended by striking the words "section 

435 of this Act" and inserting in lieu thereof 'any regulation 

prescribed by the Secretary of the Treasury pursuant to law".

(h) Section 441 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1441), is further amended by striking the words "at 

the customhouse".

(i) Section 442 of the Tariff Act of 1930 (19 U.S.C. 1442), 

is amended by striking the words "this Act" in the first sentence 

and inserting in lieu thereof "any regulation prescribed by the 

Secretary of the Treasury pursuant to law"; and by inserting the 

words "document prescribed by the Secretary of the Treasury for use 

as a" before the word "manifest" wherever that word appears therein.



(j) Section UU8 of the Tariff Act of 1930, as amended 

(19 U.S.C. lU^8), is further amended by striking paragraph (a)
and inserting'in lieu thereof the following:

”(a) PERMITS AND ENTRIES.— Except as provided in section 

^Ul of this Act (relating to vessels not required to enter), no 

merchandise, passengers, or baggage shall he unladen from any 

vessel or vehicle arriving from a foreign port or place until 

entry of such vessel or report of the arrival of such vehicle has 

been mads under regulations prescribed by the Secretary of the 

Treasury pursuant to law and a permit for the unlading of the same 

issued by the appropriate customs officer. After the entry of any 

vessel or report of the arrival of any vehicle, such customs 

officer may issue a permit to the master of the vessel, or to the 

person in charge of the vehicle, to unlade merchandise or baggage, 

but except as provided in subdivision (b) of this section merchandise 

or baggage so unladen shall be retained at the place of unlading 

until entry therefor is made and a permit for its delivery granted, 

and the owners of the vessel or vehicle from which any imported 

merchandise is unladen prior to entry of such merchandise shall be 

liable for the payment of the duties accruing on any part thereof 

that may be removed from the place of unlading without a permit 

¿therefor having been issued. Any merchandise or baggage so unladen



from any vessel or vehicle for which entry is not made within 

forty-eight hours exclusive of Sunday and holidays from the time 

of the entry of the vessel or report of the vehiclej unless a 

longer time is granted hy such customs officer, as provided in 

section U81*, shall he sent to a bonded warehouse or the public 

stores and held as unclaimed at the risk and expense of the 

consignee in the case of merchandise and of the owner in the case 

of baggage, until entry thereof is made.

(k) Section U59 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1U59), is further amended by striking the first sentence 

thereof.

(l) Section ^60 of the Tariff Act of 1930, as amended 

(19 U.S.C. 1^60), is further amended to read as follows: "If 

any merchandise is imported or brought into the United States

by any person otherwise than in a vessel or vehicle, from a contiguous 

country, which merchandise is not so presented to the proper customs 

officers, such merchandise shall be subject to forfeiture; and the 

person importing or bringing in merchandise otherwise than in a vessel 

or vehicle, shall, in addition to any other penalty, be liable to 

a penalty equal to the value of the merchandise which was not so 

presented.M

(m) Section 58l of the Tariff Act of 1930, as amended 

( 19 u.s.c. 1 5 8 1), is further amended by inserting the»words
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‘'document prescribed by the Secretary of the Treasury for use 

as a” "before the word “manifest" in subsection (a); "by striking 

the wordsn$5,000 nor less than $500" in subsection (c) and inserting 

in lieu thereof "$10,000, or imprisonment for not more than five 

years, or both"; and by striking the words "of not more than 

$5,000 nor less than $1,000" in subsection (d) and inserting in 

lieu thereof "in an amount to be determined by the Secretary of the 

Treasury, but in no case to exceed $5,000 for each offense, or 

if the failure to comply be willful or made with intent to defraud, 

to a fine of not more than $10,000, or imprisonment for not more 

than five years, or both."

(n) Section 58U of the Tariff Act of 1930, as amended 

(19 U.S.C. 1581+), is further amended by striking the first paragraph 

and inserting in lieu thereof, the following: "in addition to any 

other penalty imposed by law, if any merchandise, including sea 

stores, is found on board of or after having been unladen from any 

vessel or any vehicle bound to the United States which is not 

included or described in the document prescribed by the Secretary 

of the Treasury for use as a manifest or does not agree therewith, 

the master of such vessel or the person in charge of such vehicle, 

the owner of such vessel or vehicle, shall be liable to a penalty 

equal to the value of the merchandise so found or unladen: Provided, 

That if the appropriate customs officer shall be satisfied that the 

said document was lost or mislaid without intentional fraud, or wras



defaced by accident, or is incorrect by reason of clerical erroi* 

or other mistake and that no part of the merchandise not found on 

board was unshipped or discharged except as specified in ''.he report 

of the master or person in charge, such penalty shall not be incurred."; 

by striking the words "a libel in rem" in the four bh sentence of the 

second paragraph and inserting in lieu thereof "ar. appropriate 

civil proceeding in rem"; and in the third paragraph, by striking 

the word "manifested" the first time it appears, by inserting the 

words "included or described in the document prescribed by the 

Secretary of the Treasury for use as a manifest," before the word "con­

sisting", and by inserting the word "documented" in lieu of the 

word "manifested" where it last appears.

(o) Section l*38l of the Revised Statutes, as amended 

(1*6 U.S.C. 329), and section 553 of the Tariff Act of 1930, as 

amended (19 U.S.C. 1553), are further amended by inserting the . 

words "document prescribed by the Secretary of the Treasury for use 

as a" before the word "manifest" wherever it appears therein.

(p) Section 9 of the Act of August 2, 1882, as amended 

(1*6 U.S.C. 158), is further amended by deleting the words "with his" 

following the word "deliver" and by inserting in lieu thereof the 

words "a document prescribed by the Secretary of the Treasury for 

use as a"; and by inserting the word "and" after the word "entry".

(q) Section 1*382 of the Revised Statutes, as amended 

(1*6 U.S.C. 330), is further amended by inserting the words "the
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document prescribed by the Secretary of the Treasury for use 

as a" before the ■word ’'manifest” and by substituting the word 

"post" for the vord "port".

(r) Section 1 of the Act of June 19, 1886, as amended

(bo U.S.C. 331), is further amended by striking the words "That on 
and after July first, eighteen hundred and eighty-six,"; by substituting 

the word "Ho" for the word "no-*; by striking the words "collectors 

or other" and "granting permit to vessels licensed for the fisheries 

to touch and trade;" and by inserting the words "the document prescribed 

by the Secretary of the Treasury for use as a" before the word "manifest"

(s) Section *¿208 of the Revised Statutes (*+6 U.S.C. 102) 

is amended by inserting the words "document prescribed by the Secre­

tary of the Treasury for use as a" before the word "manifest"; and 

by striking the word "collector" and inserting in lieu thereof the 

words "appropriate customs officer."

SEC. 11. REPEALS.— Simultaneously with the entry into effect 

of the regulations prescribed by the Secretary of the Treasury 

pursuant to this Act, the following provisions of law are repealed:

(a) Sections 3111, as amended, 3118, 3119, 3122, 312*+, 

as amended, 3125, *+197, as amended, *+198, *+199, *+201, *+213, as amended, 

¡*¿32, as amended, ¡*3^8, as amended, ¡*358, as amended, ¡*361, ¡*365, ¡*366, 

¡*367, ¡*368, ¡*369, ¡*573, ¡*57>*, ¡*575, as amended, and *+576, as amended, 

of the Revised Statutes (19 U.S.C. 282, 286, 287, 290,-291, 292;

*+6 U.S.C. 91, 93, 9*+, 96, 101, 27*+, 293, 306, 310, 311, 312, 313,

315, 6 7**, 6 7 5 , 676, 6 7 7);

'(b) Section ¡*207 of the Revised Statutes; .



(c) Sections 1+32, as amended, 1*33, as amended, l*3l+, as 

amended, 1*35, **36, as amended, 1*37, 1*39, as amended, 1*1*0, as amended, 

1*1*3, as amended, 1*1*1*, as amended, 1*1*5, as amended, 1*6 5 , 583, as 

amended, and 5 8 5, as amended, of the Tariff Act of 1930 (19 U.S.C.

11+32, ll*33, ll*3l*, H*35, ll*36, 11*37, 11*39, 1&K>, H*l*3, ll*l*l*, ll*l*5,

11*65, 1583, 1585);

(d) The Act of May 1*, I9 3I* (1*6 U.S.C. 91a);

(e) Section 1 of the Act of July 3, 1926, as amended 

(1*6 U.S.C. 293a); and

: - (f ) The Act of.June l6, 1937, as amended (19 U.S.C. ll*35b).

SEC. 12. RIGHTS AND LIABILITIES ACCRUING PRIOR TO EFFECTIVE 

DATE OF ACT - NOT AFFECTED.— The repeal of* existing law or modifications 

thereof embraced in this Act shall not affect any act done, or any 

right accruing or accrued, or any suit or proceeding had or commenced 

in any civil or criminal case prior to such repeal or modification, 

but all rights or liabilities under such laws shall continue and 

may be enforced in the same manner as if such repeal or modification 

had not been made.

SEC. 1 3 . SEPARABILITY OF PROVISIONS.— If any provision of this

Act, or the application thereof to any person or circumstances, is

held invalid, the remainder of the provisions of this Act, and the
»
application of such provision to other persons or circumstances, 

shall not be affected thereby.

SEC. ll*. SHORT TITLE.— This Act may be cited as ’’The Customs 

Entry and Clearance Act of 197**.”



ANALYSIS

The several navigation laws administered "by the United States 

Customs Service found in title H6, United States Code, and certain 

administrative provisions of the Tariff Act of 1930, as amended 

(l9 U.S-.C. ch. h), hereinafter referred to as the ’’Tariff Act,” 
prescribe procedures to be applied to the entry, clearance, and related 

movements of vessels and vehicles with a specificity which allows 

.little or no administrative discretion in enforcement. These statutes 

also provide outdated and inconsistent penalties for. violations and, 

in addition, detail with unnecessary exactitude the form and contents 

of documents required in connection with the implementation of the 

prescribed procedures, thereby preventing adaptation of the documents 

to modern needs* ' 1 : ’ - ' v .• • >

Rapid technological advances in land and water transportation 

and in the transportation of cargo, such as the use of Lighter-Aboard- 

Ship (LASH) type barges in conjunction with a mother vessel, and the 

increasing emphasis on the use of containerization in cargo movement 

(the subject of several international Customs Conventions); the application 

of automatic data processing to cargo documentation, including the 

preparation of manifests and related documents; and the proposed 

standardization of forms on a worldwide basis under the auspices of 

the Intergovernmental Maritime Consultative Organization (IMCO), • 

make imperative that a greater degree of administrative discretion 

and flexibility be permitted in the regulation of these matters than 

is afforded by existing law.



The proposed bill accordingly would amend or repeal certain navi­
gation laws dating from the earliest times aid certain administrative 

provisions of the Tariff Act. It would, in their stead, authorize the 

Secretary of the Treasury, hereinafter referred to as the "Secretary,'1 

to prescribe regulations to govern the arrival, entry, clearance, 

and related movements of vessels and vehicle 5, subject to standards 
set forth in the proposed bill, and would provide civil and criminal 

penalties for violations of the regulations. It thus would afford a 

degree of flexibility in the control or? vessels and vehicles similar 

to that provided in connection with civil aircraft by section 1 1 0 9 (c) 

of the Federal Aviation Act of 1958 (^9 U.S.C. 1509(c)), which authorizes 
the Secretary to provide by regulation for the application to civil air­

craft of the laws and regulations related to the entry and clearance of 
vessels "to such extent and upon such conditions as he deems necessary."

Section 1 would set forth certain definitions based primarily on 

sections l+0l(a), (b), and (d) of the Tariff Act (19 U.S.C. l^Ol(a), (b), 

and (d)). However, subsection (a), which defines "vessel," is also based 

on section 3 of the Revised Statutes, as amended (l U.S.C. 3), which refers 
to "transportation on water" in defining "vessel." This would insure that 

hovercraft and similar vessels are covered by the dt finition.

Section 2 would authorize the Secretary to pres cribe regulations to 

govern the arrival, entry, clearance, and related movements (for example, 

from port to port or place to place) of vessels and vehicles, subject 

to certain standards. The regulations would be prescribed with due



regard for the security of the United States, the facilitation of its 

commerce, the enforcement of the Tariff Act, the protection of the 

revenue, and the requirements of other departments or agencies relating 

to the enforcement of statutes within their jurisdiction. A somewhat 

similar degree of discretion presently is vested in the Secretary in 

respect of civil aircraft. It is anticipated that the new regulations 

would provide procedures for the report of arrival, entry, and clearance 

of vessels and vehicles similar to procedures provided under existing 
law, but would simplify procedures governing the related movement of 

vessels and vehicles, such as from port to port and place to place. In 

addition, provisions may be made for entry and clearance to take place 

on board vessels as well as at the customhouse or dockside. Section 2 

would not be construed as authority to prescribe regulations governing 

functions administered by any other department or agency under their 

statutory authority without the concurrence of that department or agency.

Section 3 would authorize the Secretary to prescribe the form and 

content of the documents required in the administration of regulations 

prescribed under section 2 and to provide for the verification by written 

declaration in lieu of oath or affirmation of any such document. The 

documents involved include, inter alia, manifests (perhaps to be redesig­
nated as "Cargo Declarations" in agreement with the IM 10 requirements),

^ . . . .  clearance certificates, and permits to proceed. Sirail ir but limited

authority is presently provided by section 312U of the Revised Statutes,

as amended (19 U.S.C. 291j. Under existing law, section 1+31 of the

Tariff Act (19 U.S.C. ll+3l), and sections 1+197» as ameided, and 1+199 of

the Revised Statutes (1+6 U.S.C. 91, 93) prescribe the form and content,

respectively, of the inward and outward manifests with a degree of



specificity which is not in harmony with current practices relating 

to form design and inhibit full implementation cf the standardized 

model forms prescribed by IMCO for worldwide use.

The need for discretionary authority in prescribing the contents 

of forms is illustrated by the obsolete requirement (from the Customs 

viewpoint) that the outward manifest show the "value” of the shipments 

covered thereby. At the time of the enactment of section 93 of the Act 

of March 2, 1799, 1 Stat. 698 (R.S. 1*197, 1+199; 1+6 U.S.C. 91, 93),

"value" seems to have been useful in Customs*compilations of statistical 

data relating to exports. Compilation of such statistical data is now 

a function of the Bureau of the Census of the Department of Commerce, and 

the value of export merchandise is compiled from, shippers* export 
declarations prescribed by that agency.

Section 1+31 of the Tariff Act, in respect cf the inward manifest, 

requires a passenger list with details of the passengers* baggage. The 

utility of such a requirement is questionable, as it has been found possible 

at least until very recently, to do away with the passenger list in the 

case of civil aircraft, the largest of which carry a number of passengers 

which is greater than that carried by all but the largest vessels.

The archaic language frozen into the form of clearance prescribed 

by sectioned of the Revised Statutes (1+6 U.S.C. 9 8) contains a 

requirement that the number of guns with which a vessel is mounted be 

specified. Sections 1+573, 1+571+, 1+575, as amended, and 1+576, as amended,of 

the Revised Statutes (1+6 U.S.C. 67I+, 675, 6 7 6, and 677) establish in 

detail requirements for the certification of crew lists in respect of



vessels of the United States. This information duplicates that found 

on the articles of engagement (shipping articles) of vessels of the 

United States required to be executed under the statutes administered 

by the U.S. Coast Guard and serves no useful Customs purpose. The 

repeal of the cited statutes has been proposed in a bill sponsored by 

the Department of Transportation.

The standardized model form of Cargo Declaration prescribed by 

IMCO as a means of implementing the Convention on Facilitation of 

International Maritime- Traffic, ratified by the United States on 

March 17, 19&7 (l*9 UST 6251), omits some of the information required 

by present statutes to appear on the inward and outward manifests 

and requires only that the master declare as to its correctness. The 

Customs Service is considering amending its regulations to place this 

form: in use but would be required, at the same time, to prescribe 

another form containing the oaths of the master as required by present 

law. ■ . ' ; • • ■

Furthermore, although section 17 of the Customs Simplification Act 
of 1953 (19 U.S.C. ll|86(d)), granted authority to the Secretary of the 
Treasury to permit any document required by any law administered by 

the Customs Service to be under oath to be verified by a written declara 

tipn in lieu of the oath otherwise required, this statute has not been 

implemented with respect of oaths required on entry and clearance, and 

in port to port movements, because it is doubtful that the penalties 

applicable to false oaths would apply if a false written declaration 

were submitted in lieu of such oaths'. The authority granted to the
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Secretary in this section in conjunction with the civil penalty provided 

for in section ^ of the proposed hill would permit verification hy written 

declaration of all documents required under laws administered hy Customs

with a penalty for the falsification of such declaration.

Section ^ would establish a civil penalty in an amount to he 

determined hy the Secretary, hut in no case to exceed $5,000, for each 

offense, applicable to any person who violates any regulation prescribed 

pursuant to.section 2, or who makes a false declaration to any document 

prescribed pursuant to section 3.

Section 5 would provide a fine of not more than $10,000, or imprison­

ment for not more than 5 years, or both, if the violation is willful or made 

with the intent to defraud.

The uniform civil penalty in section k "Would replace certain 
penalties now provided for violation of the following statutes which

would he amended or repealed hy sections 10 and 11:

Statute Amended

Section 3126 of the Revised Statutes, 
as amended (19 U.S.C. 293)

p

Section bk2 of the Tariff Act 
(19 U.S.C. lbb2)

Present Penalty

All the penalties prescribed in 
the laws providing for the de­
livery of manifests of cargo and 
passengers taken on hoard at 
any foreign port at which the 
vessel may have touched while 
in trade between one port in 
the United States and one or 
more foreign ports and all other 
laws regulating the report and 
entry of vessels from foreign 
ports.

As provided in section U^5 of 
the Tariff Act, as amended 
(19 U.S.C. lUi+5), not more than 
$500 for each offense..

i



Statute A m e n d e d

S e c t i o n  *+59 of the Tariff Act, 
a s  a m e n d e d  (19 u.s.c. i*+59)

Section *+60 of the Tariff Act, 
as amended (19 U.S.C. l*+6o)

Section 5 8*+ of the Tariff Act, 
as amended (19 U.S.C. 158*0

_ Statute Reoealed “------*
Section 3 1 Hof the Revised Statutes, 
as amended (19 U.S.C. 282)

As provided in section *+60 of the 
Tariff Act, as amended (.19 U.S.C.
i*+6o], $1 0 0.

For failure to report arrival 
as required hy section *+59 of 
the Tariff Act, as amended (19 
U.S.C. 1*159), or, if so re­
porting, proceeding further 
inland without a permit, $100.

For lack of a manifest, $500; 
if any merchandise, including sea 
stores, is found on hoard or 
after having "been unladen vhich 
is not described, in the mani­
fest , a penalty equal to the 
value of the merchandise so 
found or unladen, and if be­
longing or consigned to the • 
master or to any of the crew 
of a vessel or to the owner or 
person in charge of a vehicle, 
forfeiture; if merchandise 
described in the manifest is 
not found on board the vessel 
or vehicle, the master or person 
in charge shall be subject to 
a penalty of $500.[The penalty 
equal to the value of the mer­
chandise so found or unladen in 
the event of a discrepancy is 
retained in section-10 (n) 
of the proposed legislation. No 
change is made in respect of the 
additional penalties applicable 
when merchandise not agreeable 
to the manifest consists of 
narcotics.]

Present -Penalty

Articles involved, "together with 
the vessel, her apparel, tackle, 
and furniture shall be forfeited.



Statuts Repealed Present Penalty

Section 3118 of the Revised Statutes
(19 U.S.C. 286)

Section 3119 of the Revised. Statutes .. 
(19 U.S.C. 2 8 7)

Section 3122 of the Revised Statutes. 
(19 U.S.C. 2 9 0)

Section 312U of the Revised Statutes 
as amended (19 U.S.C. 291)

Section 3125 of the Revised Statutes .. 
(19 U.S.C. 292) j ,

Section Ul97 of the Revised Statutes5 
as amended (U6 U.S.C. 91)

Section U213 of the Revised Statutes, 
as amended (U6 U.S.C. 101)

Section ^36U of the Revised Statutes 
(̂ 6 U.S.C. 310)

The penalty provided "by section 31 
of the Revised Statutes (19 U.S.C. 
292),  $20.

The penalty provided hy section 
3125 of the Revised Statutes 
(19 U.S.C. 292), $20.

The; penalty provided hy section 
3125 of the Revised Statutes 
(19 U.S.C. 292), $20.

The penalty provided hy section 
3125 of the Revised Statutes 
(19 U.S.C. 292), $20.

For violations of 19 U.S.C. 286, 
287, 290 and 291, $20.

For violation of clearance or 
delivering a false manifest,
"a penalty of not more than $1,000 
nor less than $500, or if the 
cargo consists in any part of nar­
cotic drugs, or any spirits, wines 
or other alcoholic liquors (sea 
stores excepted) a penalty of not 
more than $5,000 nor less than 
$1,000;" for failure to file a 
completed outward manifest timely 
after clearance on an incomplete 
manifest, "a penalty of $50 
for each day's delinquency heyond 
the allowed period of four 
days,", and "if the completed 
manifest he not filed within 
the three days following the 
four-day period, then for each 
succeeding day of delinquency 
a penalty of $100."

"A fine of not exceeding $50."

"The same penalty, as are [sic] 
hy law provided for vessels of 
the United States arriving from 
a foreign port." '



Statute Repealed P resen t: Parìa

Section 1+366 of the Revised Statutes 
(1+6 U.S.C. 312)

Section U367 of the Revised Statutes 
(1+6 U.S.C. 313)

Section 1+368 of the Revised Statutes 
(1+6 U.S.C. 3 1I+)

Section I+369 of the Revised Statutes 
(1+6 U.S.C. 315)

Section 1+573 of the Revised Statutes 
(1+6 U.S.C. 671+)

Section 1+571+ of the Revised Statutes 
(1+6 U.S.C.675)

Section 1+575 of the Revised Statutes, 
as amended (1+6 U.S.C.6 7 6)

Section 1+576 of the Revised Statutes, 
as amended (1+6 U.S.C. 677)

Section 1+32 of the Tariff Act? 
as amended (19 U.S.C. ll+32)

The penalty provided by section 
1+369 of the Revised Statutes 
(1+6 U.S.C. 315), $100.

The penalty provided by section 
1+369 of the Revised Statutes 
(1+6 U.S.C. 315), $1 0 0 .

For violatiora of 1+6 U.S.C. 313 
and 311+, $1 0 0 .

The penalty provided by impli­
cation by Section 1+575 of the 
Revised Statutes, as amended 
(1+6 U.S.C. 6 7 6), $1+00.

The penalty provided by impli­
cation by section 1+575 of the 
Revised Statutes, as amended 
(1+6 U.S.C. 6 7 6), $1+00.

"A fine of $100 for each offense.

For violations of 1+6 U.S.C. 67I+ 
and 6 7 5♦ $1+0 0.

’’All such articles omitted from 
the manifest or landed without 
a permit shall be subject to 
forfeiture, and the master shall 
be liable to a penalty equal to 
the value of the articles.”

[The liability of the master to 
a penalty equal to the value 
of the articles has been pre­
served in the amendment to 
section 581+ of the Tariff 
Act, as amended (19 U.S.C. 1581+) 
which is set forth in section 
3C(n) of the proposed legislation.



Statute Repealed Present ^ w v

Sec. 433 of the Tariff Act, 
as amended (19 U.S.C. ll+33)

As provided in section 1+36 of 
the Tari ff Act, as amended 
(19 U.S.C. li+3o), q.v.

Sec. 1+31+ of the Tariff Act, 
as amended (19 U.S.C. 1 I+3I+)

As provided in section 1+36 
the Tariff Act, as amended 
U.S.C. IU3 6), q.v.

of
(19

Sec. U35 of. the Tariff Act 
(19 U.S.C. ll+35)

As provided in section 1+36 of 
the Tariff Act, as amended (19  
U.S.C. 11+36), q.v.

Sec. 1+36 of the Tariff Act, 
as amended (19 U.S.C. 1 I+3 6)

For failure to make the report or 
entry provided for in sections 
1+33, as amended, 1+31+, as amended,
or 1+35 of the Tariff Act (19 
U.S.C. ll+33, 1 I+3 I+,. and ll+35), 
"adfine of not more than $1,0 0 0  
3*a<3-5 if the vessel...have, or have 
had, on hoard any merchandise 
(sea stores excepted), the im­
portation of -which into the 
United States is prohibited, 
or any spirits, -wines, or any 
other alcoholic liquors,...
[the] master shall he subject 
to an additional fine of not 
more than $2000 or to imprison­
ment for not more than one year, 
or to both:s or for presentation 
of "a forged, altered, or false 
document or paper on making entry 
knowing the same be forged, 
altered, or false and vithout 
revealing the fact, shall, in 
addition to any forfeiture to 
which in consequence the vessel 
may be subject, a fine of not 
more than $5000 nor less than 
$50 or to imprisonment for not

Sec. 1+39 of the Tariff Act, 
ft amended (19 U.S.C. ll+39)

more than.two years, or to both". 

"A penalty of not more than $500.”

Sec. 1+1+0 of the Tariff Act, 
4s amended (19 U.S.C. ii+i+o)

$500
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Statute Repealed Present Penalty

Sec. UU3 of the Tariff Act, 
as amended (19 U.S.C. lUl+3)

As provided in section 1+1+5 of 
the. Tariff Act, as amended
(19 U.S.C. 1 ^ 5 ), $500

Sec. of the Tariff Act, 
as amended (19 U.S.C.

As provided in section 1+1+5 of 
the Tariff Act, as amended 
(19 U.S.C. ll+l+5), $500

Sec. Ui+5 of the Tariff Act, 
as amended (19 U.S.C. 11*1+5)

For violations of 19 U.S.C. 11+1+2, 
11+1+3, and 11+1+1+, a "penalty, 
for each offense, of not more 
than $500."

Sec. k63 of the Tariff Act 
(19 U.S.C. 1^65)

A "fine of not less than $100 
and not more than $500, or to 
imprisonment for not more than 
two years, or both.n

Sec. 58 1 of the Tariff Act, 
as amended (19 U.S.C. 1 5 8 1)

For false or forged documents, 
"not more than $5',000 nor less 
than $500;"for failing to come 
to a stop when so ordered, "not 
more than $5,000 nor less than 
$1,000."

Sec. 583 of the Tariff Act, 
as amended (19 U.S.C. 1583)

As provided in section 581+ of 
the Tariff Act, as amended 
(19 U.S.C. 158U) [Set forth 
under Statutes Amended, supra.]

Sec. 585 of the Tariff Act, 
as'amended (19 U.S.C. 1 5 8 5)

"[T]he master of such vessel 
shall be liable to a penalty of 
$5000, and the person in charge 
of such vehicle shall be liable 
to a penalty of $500 and any 
such vessel or vehicle shall be 
forfeited".

The criminal penalties under section 5, which provide for a fine of not 
more^than $10,000 or imprisonment of not more than 5 years, or both, for a 
willful violation of a regulation prescribed pursuant to section 2,or 
the making of a false oath, affirmation, or declaration with intent to 
defraud, in connection with any document prescribed pursuant to section 3, 
are based on section 1001 of title 18 of the United States Code.

- / hr •



Section 6 would provide that, in 

imposed by law, any vessel, or Vehicle

tion of any regulation prescribed by the Secretary pursuant to the 

proposed legislation shall he subject to seizure and forfeiture. The 

liability to forfeiture, now provided only in certain circumstances 

in respect of the matters which are the subject of the proposed legis­

lation, would be extended to any vessel or vehicle used in connection 

with a violation of any regulation prescribed pursuant to section 2. 

However, the liability to forfeiture would be subject to the exception 

specified in .the proviso in section 59h of the Tariff Act (19 U.S.C. 

1 5 9 ^ )9 relating to common carriers; i > e. , no common carrier acting 

in such capacity would he subject to seizure or forfeiture unless 

the person in charge of the carrier at the time of the alleged illegal 

act was a consenting party or privy thereto.

The references to liability to forfeiture of vessels and vehicles, 

found m  the following statutes would he deleted either by amendment or 

repeal:

St abate Amended Subject .Matter

Section 3111of the 
as amended (19 Ü.S

Revised
C. 282)

Statutes, If any other or greater yuan 
dutiable merchandise shall b 
found on board a vessel enro 
or licensed to engage in the 
foreign and coasting trade e 
the northern, northeastern, 
northwestern frontiers than 
specified in the repo:~t or e 
of such merchandise, or any 
thereof shall he landed wJ r.h 
the required perm’ | such men 
disc together with the vasse 
its apparel, tackle* end furn 
shall he forfeited.



Statute Amended Subject T1 • « 1.1 êi*
Sec. k60 of the Tariff Act, 
as amended (19 U.S.C. ll*60)

The failure to report merchan­
dise imported into the United 
States subjects the vessel or 
vehicle in which it was imported 
and the merchandise to forfeiture.

Sec, 58H of the Tariff Act, 
as amended (19 U.S.C. 1 5 8 ^)

If any merchandise (sea stores 
excepted) the importation of which 
into the United States is prohibited, 
or which consists of any spirits, 
wines, or other alcoholic liquors, 
the importation of which requires 
a certificate under section 7 of 
the Act of August 5, 1935 (19 U.S.C. 
1707),and the required certificate 
be not shown, is found upon any 
vessel not exceeding five hundred 
net tons, the vessel shall in 
addition to any other penalties 
provided by law, be seized and 
forfeited.

Sec. 585 of the Tariff Act, 
as amended (19 U.S.C. 1 5 8 5 )

If any vessel or vehicle from a 
foreign port or place arrives 
within the limits of any 
collection district and departs 
or attempts to depart, except 
from stress of weather or other 
necessity, without making the 
report or entry required by law, 
or if any merchandise is unladen 
therefrom before such report or 
entry, in addition to any 
other penalties provided, the 
vessel or vehicle shall be forfeited.

Section H365 of the Revised Statutes 
W  U.S.C. 3 1 1 )

Whenever a vessel licensed for 
carrying on the fisheries is

Jr found within 3 leagues of the 
coast with foreign merchandise 
exceeding the value of $500, 
without having obtained the 
permit required by section b36h 
of the Revised Statutes (^6 U.S.C. 
310), such vessel, together 
with the foreign merchandise, 
"shall be subject to seizure and 
forfeiture".



from the limits of any port or place without making the report or entry, 

or obtaining the clearance, required by regulations prescribed under section 

2, or if any merchandise is unladen therefrom before any required report 

or entry, the vesse3. or vehicle may be "arrested" by any officer of the

Customs and brought back to the most convenient port or place in the 

/■United States. The term ’’arrested" as used in section 7 is a technical 

tern used to indicate actual seizure of property. See, Pelham v. Rose,

76 U.S. 103, 107 (1 O6 9 ). This provision is an adaptation of that found 

in the last clause of section 535 of the Tariff Act, as amended (.19 U.S.C,

1585).

Section 8 would provide that the existing provisions of law relating 

to seizure, summary and judicial forfeiture, and condemnation of a vessel 

or vehicle for violation of the Customs laws, and the disposition of such 

vessel or vehicle (19 U.S.C. l602-l6l7 and l6l9~l62Î-0, shall apply to 

seizures .and forfeitures incurred for violation of any regulations pre­

scribed under the proposed legislation..

Section 9 would provide that any civil penalty and any liability to

sei J§WÉ *3» or forfeiture

or miti gated by the S<
0

Oj..A*O Ol the Tariff Act

v/here the navigation '

0 the provisions of j

a 6 U.S . C . 7); and vh<

Tariff Act is apolicpj

amended



criminal penalties, nor to any case involving civil liability which 

has been referred to the Department of Justice for prosecution. These 

limitations are based on the second paragraph of section 5 of Executive 

Order No. 6l66, June 10, 1933, which-provides as to any case referred to 

the Department of Justice for prosecution or defense in the courts, the 

function of decision whether and in what manner to prosecute or to defend, 

or to compromise, or to appeal, or to abandon prosecution or defense, then 

exercised by any agency or officer, was transferred to the Department of 

Justice. Section 171.l(a), Customs Regulations (19 CFR 171.1(a)), 

implements the cited language.
Section 10 would amend certain existing statutes to conform them 

to the proposed legislation and to permit flexibility in the promulgation 

of regulations under section 2, and would provide that the amendments 

shall be effective simultaneously with the entry into effect of the 

regulations prescribed by the Secretary pursuant to the proposed legislation.

Two changes proposed throughout the conforming amendments, wherever

appropriate,are the words "document prescribed by the Secretary of the

Treasury to  be used as a"5or words to  that e f fe c t ,  would be inserted

before the word "manifest";and the word "collector" would be deleted and the

words "appropriate customs officer" would be inserted in lieu thereof.
&
The purpose of the amendment relating to the term "manifest" is to 

provide the Secretary with flexibility in designating a title 

for that document. The Intergovernmental Maritime Consultative Organization



(IMCO) has suggested the title "Cargo Declaration" in lieu of "manifest." 

Whether or not that title would he appropriate could he resolved by the 

Secretary in the regulations prescribed pursuant to section 2 of the 
proposed legislation.

The substitution of "appropriate customs officer" for "collector" 

is intended to make the proposed legislation consistent with identical 

amendments made hy The Customs Courts and Customs Administrative Act 

of 1970, Public Law 91-271, approved Jui e 2, 1970. The proposed 

amendments make the following changes in existing law:

(a) Section 2792 of the Revised Statutes, as amended (19 U.S.C. 289; 

^6 U.S.C. 110), would he further amended hy deleting the exemption of 

ferry-boats from the requirements of entry and clearance and from the 

presentation of manifests. Section l*Hl of the Tariff Act, as amended 

(19 U.S.C. l^l), also exempts ferry-boats from making entry and, there­

fore, in order to avoid duplication, the reference to the exemption from 

entry in section 2792 of the Revised Statutes would he deleted. The 

exemptions as to clearance and the presentation of manifests would he 

deleted since these matters are properly the subject of the regulations 
to he prescribed under section 2 of the proposed legislation. The 

exemption from payment of entry and clearance fees, fees for receiving 

or certifying documents used as manifests, and the requirement that
Jpf

baggage and merchandise he reported to Customs would he retained.

(h) Section 2793 of the Revised Statutes, as amended (19 U.S.C.

288; k6 U.S.C. Ill), would he further amended hy deleting the exception to 

the entry and clearance requirements applicable in certain circumstances 

to enrolled or licensed vessels engaged in the foreign and coasting trade





G e c t i o n  1+197" s e c t i o n  1*197 o f  t h e  R e v i s e d  S t a t u t e s  (1+6 U . S . C .  9 a ) . "  

o f  t h e  R e v i s e d  S t a t u t e s ,  a s  a m e n d e d  (1+6 U . S . C .  9 1 )5 w o u l d  b e  r e p e a l e d  

b y  s e c t i o n  l l ( a )  o f  t h e  b i l l .

( e )  S e c t i o n  1*31 o f  t h e  T a r i f f  A c t ,  a s  a m e n d e d  ( 1 9  U . S . C .  l l * 3 l ) ,  

w o u l d  b e  f u r t h e r  a m e n d e d  b y  d e l e t i n g  t h e  r e q u i r e m e n t  t h a t  t h e  m a s t e r  

o f  a  v e s s e l  a r r i v i n g  i n  t h e  U n i t e d  S t a t e s  a n d  r e q u i r e d  t o  m a k e  e n t r y  

s h a l l  h a v e  o n  b o a r d  a  m a n i f e s t  i n  a  f o r m  t o  b e  p r e s c r i b e d  b y  t h e  S e c r e t a r y ,  

s i g n e d  u n d e r  o a t h .  T h e  d e l e t e d  p r o v i s i o n s  a r e  p r o p e r l y  t h e  s u b j e c t  o f  

r e g u l a t i o n s  t o  b e  p r e s c r i b e d  u n d e r  s e c t i o n s  2  a n d  3 o f  t h e  b i l l .  T h e  

r e q u i r e m e n t s  a s  t o  t h e  c o n t e n t  o f  t h e  m a n i f e s t  a r e  a l s o  d e l e t e d .  S u b ­

s e c t i o n  ( b )  o f  s e c t i o n  1*3 1 , r e l a t i n g  bo t h e  m a n i f e s t i n g  r e q u i r e m e n t s

f o r  a i r c r a f t ,  w o u l d  b e  r e t a i n e d  a s  b e y o n d  t h e  s c o p e  o f  t h e  p r o p o s e d  

l e g i s l a t i o n .

( f )  S e c t i o n  2 0 1  o f  t h e  A c t  o f  A u g u s t  5» 1 9 3 5  ‘ 1 9  U . S . C .  l l * 3 2 a ) , 

w o u l d  b e  a m e n d e d  b y  s t r i k i n g  t h e  r e f e r e n c e s  t o  c e r t  l i n  s e c t i o n s  o f  t h e  

T a r i f f  A c t .  T h i s  i s  a  c o n f o r m i n g  a m e n d m e n t .

( g )  S e c t i o n  1*38 o f  t h e  T a r i f f  A c t ,  a s  a m e n d e d  ( 1 9  U . S . C .  l l + 3 8 ) ,  

w o u l d  b e  f u r t h e r  a m e n d e d  b y  s u b s t i t u t i n g  " a n y  r e g u l a t i o n  p r e s c r i b e d  b y  

t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  p u r s u a n t  t o  l a w ” f o r  ’s e c t i o n  1*35 o f  t h i s  

A c t ” b e c a u s e  s e c t i o n  1+35 w o u l d  b e  r e p e a l e d  b y  s e c t i o n  l l ( c )  o f  t h e  b i l l .

( h )  T h e  f i r s t  s e n t e n c e  o f  s e c t i o n  1+1*1 o f  t h e  ,pa r i f f  A c t ,  a s  a m e n d e d

&
(19 U . S . C .  1 I+I+3), w o u l d  b e  f u r t h e r  a m e n d e d  b y  d e l e t  n g  t h e  w o r d s  " a t  

t h e  c u s t o m h o u s e "  a n d  b y  i n s e r t i n g  i n  L i e u  t h e r e o f  " u n d e r  r e g u l a t i o n s  

p r e s c r i b e d  b y  t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  p u r s u a n t  t o  l a w . "  T h i s  a m e n d m e n t  

w o u l d  p r e s e r v e  t h e  e x e m p t i o n s  s e t  f o r t h  i n  e e c t i o n  1*1+1 e v e n  t h o u g h  t h e  

r e g u l a t i o n s  t o  b e  p r e s c r i b e d  u n d e r  s e c t i o n  2 o f  t h e  b i l l  m a y  d e s i g n a t e  a  

p l a c e  o t h e r  t h a n  t h e  c u s t o m h o u s e  a t  w h i c h  t o  m a k e  e n t r y .



(i) Section kk2 of the Tariff Act (19 U.S.C. 1^2) would be amended 

by inserting the words "document prescribed by the Secretary of the 

Treasury for use as a" before the word "manifest" wherever it appears in 

the section and by substituting "any regulation prescribed by the Secretary 

of the Treasury pursuant to law" for "of this Act" in the first sentence 

to conform section kk2 to other sections in the bill.

(j ) Section UU8 .of the Tariff Act, as amended (19 U.S.C. 1 ^ 8), 

would be further amended by deleting the references in subsection (a) 

thereof to preliminary entry since this is properly the subject of 

the regulations to be prescribed under section 2 of the proposed 

legislation.

(k) Section k^9 of the Tariff Act, as amended (19 U.S.C. 1^59)» 

would be further amended by deleting the requirements for the report of 

arrival of a vessel of less than 5 net tons carrying merchandise, or of

a vehicle arriving in the United States from contiguous countries, and the 

production of manifests in these cases. The requirements applicable to 

any person importing or bringing merchandise into the United States from 

a contiguous country otherwise than in a vessel or vehicle would be 

retained as beyond the scope of the proposed legislation. The deleted 

provisions are properly the subject of regulations to be prescribed 

¿»•under sections 2 and 3 of the proposed legislation.

(l) Section ^60 of the Tariff Act, as amended (19 U.S.C. li+60), 

would be further amended by deleting the penalty provisions applicable 

to violations of the reporting and manifesting requirements for vessels 

and vehicles arriving from contiguous countries heretofore found in 

section }|59 of the Tariff Act (19 U.S.C. 1^59) and rapealed by 

subsection (k) of this section. The penalty applicable to violations



t n r

of the requirements relating to persons importing or "bringing merchandise 

into the United States otherwise than in a vessel or vehicle, which 

remain in section 899, would he retained.

(m) Section 98l of the Tariff Act, as amended (19 U.S.C. 198 

would be further amended by deleting the references to the amount of fine 

and penalty imposed by subsections (c) and (d) thereof and by inserting 

language implementing the civil and criminal penalties set forth in sec­

tions U and 9 of the proposed legislation. This amendment would make the 

penalties imposed by* section 981 consistent with sections h and 9 of the 

proposed legislation.

(n) Section 98*+ of the Tariff Act, as amended (19 U.S.C. 198)+), would 

be further amended by deleting the penalty for non-production of a manifest 

and for merchandise which is found on board of or after having been unladen 

from such vessel or vehicle which is not included or described in the 

manifest. The reference in the last paragraph to forfeiture of the vessel 

would be deleted. The deleted penalty and forfeiture provisions are 

property the subject of sections J|, 9S and 6 of the proposed .Legislation. 

The additional provision for a penalty equal to the value 01 che mercnanuifr 

and the additional penalty provisions applicable to narcotics in certain 

circumstances would be retained. In addition, the fourth sentence ox the

second paragraph would be aiilended to SUbstitute the words ”an arrpropriat0

civil **proceeding m  rem toi1 the t.erml "a 1 ibel 3 t»i.n 1 em co:is is ilent with the

1966 amendments 1bo the Rulei; of Ci. vi I Proeedure for the U isite cl State:S diS 0 T

courtS *

(0 ) Sectio;ssr 8 3 8 1, as .amende‘d, and h 38?, ;:is amend.ed, of 4.1a,*. T?-, 0: 1 x\c.: V 1. S Cîçj

Or. , .1..»> 0 < t \ ]it es (H6 U. Cl.C. 389 ano 330), sec:tloil 9 of ithe Act of Aug;. . 1  n-1- -' 1« , 1832>* 9

landed ( 86 U .8 .C . 1 9 8 ), cud s h iC.t i .... l; 1 : „071 j )3 cf ithe Tari f f Act , as at;lendeH\



document prescribed by the Secretary of the Treasury for use as a" before 

the word "manifest" wherever it appears in these provisions. In addition,

"post entry" would be substituted for "port entry" in the last paragraph 

of section 1*382, as amended, of the Revised Statutes consistent with the 

historical note to 1+6 U.S.C. 330, which indicates that the change is in 

order in view of an opinion of the (former) Commissi-uier of Navigation.

(p) Section 1 of the Act of June 19» 1886, as ¡.mended (1+6 U.S.C. 331), 

would be further amended by deleting the words "collectors or other" and by 

inserting the words "the document prescribed by the Secretary of the Treasury 

for use as a" before the word "manifest" wherever it appears therein. In 

addition, the words "That on and after July first, eighteen hundred and

and eighty-six," would be deleted as no longer necessary; and the words 

"granting permit to vessels licensed for the fisheries to touch and trade;" 

would be deleted consistent with the proposed repeal of sections U36U and 

1*365 of the Revised Statutes (1*6 U.S.C. 310, 311)*

(q) Section 1*208 of the Revised Statutes (1*6 U.S.C. 102) would be amended 

by inserting the words "document prescribed by the Secretary of the Treasury 

for uSe as a" before the word "manifest" and by dele -ing the word "collector" 

and inserting in lieu thereof the words "appropriate customs officer."

(r) Section 201 of the Act of August 3, 1935 (19 U.S.C. ll*32a), would 

be amended by deleting the references to sections 1+32, 1*33» 1*3̂ » and 585

of the Tariff Act, which would be repealed by the proposed legislation.

Section 11 would repeal existing statutes inconsistent with the proposed 

legislation, and in order that there may be a continuity of regulation, would 

Provide that the repeals shall be effective simultaneously with the entry into 

effect of the regulations prescribed by the Secretary pursuant to the

Proposed legislation.
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The statutes to be repealed and the reasons therefor a?e'*^c^*?ellows:

(a) Section 3111 of the Revised Statutes, as amended (19 U.S.C. 282), 

relates to the oath to be taken by the master of any vessel enrolled or 

licensed to engage in the foreign and coasting trade on the northern, north­

eastern, and northwestern frontiers on making a repo i; of merchandise purchased 

in a foreign country for the use of the vessel, and ] rovides for the forfeiture 

of the vessel and any articles found on board other than as specified in the 

report or entry. These matters are properly the subject of regulations to

be prescribed under sections 2 and 3 of the proposed legislation.

(b) Section 3118 of the Revised Statutes (19 U.S.C. 286) relates to 

manifests and clearances of vessels in the coasting trade and entry for goods 

taken or delivered at intermediate ports of departure from a place where 

there is no customhouse. This section is obsolete. It directs the master

to "file his manifest, and obtain a clearance in the same manner" as provided 

in sections 3116 and 3117 of the Revised Statutes, which were repealed by 

section 3 of the Act of July 3> 1926, 1+̂  Stat. 832.

(c) Section 3119 of the Revised Statutes (19 U.S.C. 2 8 7) relates to the 

reporting of merchandise destined for any foreign port. It provides that: 

"Nothing contained in the three preceding sections shall exempt masters of 

vessels from reporting, as now required by law, any merchandise destined for 

any foreign port." The "three preceding sections" referred to are sections 

3116 and 3117 of the Revised Statutes, repealed by section 3 of the Act of 

July 3*^1926, hh Stat. 832, and section 3118 of the Revised Statutes (19 U.S.C. 

286), which would be repealed by the proposed legislation. The words "as

now required by law" refer to the state of the law at the time of the enactment 

of the Revised Statutes of 1 8 7 8.



(d) Section 3122 of the Revised Statutes (19 U.S.C. 290) relates 

to the delivery of a manifest by a vessel destined with a cargo from a 

place in the United States at which there may be no customhouse to a port 

where there may be a customhouse. This section is complementary to 

section 3118 of the Revised Statutes (19 U.S.C. 286), which would be 

repealed by the proposed legislation and, therefore, also is obsolete.

(e) Section 312^ of the Revised Statutes, as amended (19 U.S.C. 291)} 

relates to forms of manifests, certificates of clearance, and oaths 

provided for by sections 3118, 31199 and 3122 of the Revised Statutes

(19 U.S.C. 286, 287, 290). This section provides that: ’’The manifests, 

certificates of clearance, and oaths, provided for by the eight preceding 

sections, shall be in such form, and prepared, filled up, and executed in 

such manner as the Secretary of the Treasury may from time to time 

prescribe.” This section, derived from section of the Act of July 1, 

18 70, 16 Stat. 177, is obsolete. The ’’eight preceding sections” referred 

to are:

(1) Sections 3116 and 3117 of the Revised Statutes, which were 

repealed by section 3 of the Act of July 3, 1926, kk Stat. 832;

(2) Sections 3118 and 3119 of the Revised Statutes, which would 

be repealed by the proposed legislation;

(3) Sections 3120 and 3121 of the Revised Statutes, which

were repealed by section 6k2 of the Act of Sept. 21, 3.922, k2 Stat. 1989;
&

(U) Section 3122 of the Revised Statutes, which would be repealed 

by the proposed legislation; and

(5) Section 3123 of the Revised Statutes, which was repealed by 

section 6k2 of the Act of Sept. 21, 1922, k2 Stat. 19^9.
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(f) Section 3125 of the Revised Statutes (39 U.S.C. ), winch 

derived from section 5 of the Act of July 1, 1870, 16 Stat. 177, provides 

penalties for a master who "shall neglect or fail to comply with any

of the provisions or requirements of the nine preceding sections". The 

"nine preceding sections" referred to are the nine sections enumerated 

in paragraph (e) above; that is, sections 3116 through 3121+ of the Revised 

Statutes, all of which either have been previously repealed or would be 

repealed by the proposed legislation.

(g) Secti on 1+197 of the Revised Statutes, as amended (1+6 J.S.C.

9l), relates to granting of clearances for vessels bound to a foreign 

port. This is properly the subject of regulations to be prescribed 

under section 2 of the proposed legislation.

(h) Section 1+199 of the Revised Statutes (1+6 U.S.C. 93) sets out

the form of the outward foreign manifest. This is properly the subject of 

regulations to be prescribed under sections 2 and 3 of the proposed 

legislation.

(i) Section 1+19 8 of the Revised Statutes (U6 U.S.C. 9*0 sets out 

the form of the master’s oath to the outward foreign manifest. This is 

properly the subject of regulations to be prescribed under sections 2 and 

3 of the proposed legislation.

(j ) Section 1+201 of the Revised Statutes (1+6 U.S.C. 9 6) sets out 

the form of the clearance certificate. This is properly the subject 

of regulations to be prescribed under sections 2 and 3 of the proposed 

legislation.

(k) Section 1+213 of the Revised Statutes, as amended (1+6 J.S.C. 101),

requires masters at the time of entry to file a statement of consular



services performed without fee. Further, the collector is required to ' 

forward to the Secretary all such statements and also a statement of 

all invoices certified "by consular officers. This section is obsolete 

by reason of desuetude. The last reference to its implementation is 

found in article 117 of the Customs Regulations of 1937• There is no 

similar provision in the Customs Regulations of 19^3 as originally issued 

or subsequently amended.

No provision is found in the Customs Regulations from 1892 to date 

concerning the direction to the collector to forward to the Secretary 

a statement of all certified invoices which shall have come to his office. 

Article 126k of the Customs Regulations of 1892 lists "accounts, esti­

mates, reports, returns, statements, etc., with their catalogue numbers, 

which are required to be forwarded by collectors" to the Secretai y, but 

does not include any reference to the forwarding of a statement of all 

certified invoices.

(l) Section i+332 of the Revised Statutes, as amended (k6 U.S.C.

27*0, deals with a duty of the surveyor of Customs. This section is 

obsolete. The offices of surveyor of Customs have been abolished by 

statute and the functions transferred pursuant to various reorganization 

plans. The subject of section k332 of the Revised Statutes is now a 

matter of internal management to be performed by the officers or employees 

designated by the Secretary for the purpose. The statutory directions, 

therefore, no longer are necessary. Further, this matter is properly 

the subject of regulations to be prescribed under section 2 of the

proposed legislation.



(m) Section 1+31+8 of the Revised Statutes, as amended (1<6 i

divides the United States into five "great districts". This section is 

obsolete as a result of the repeal by the Act of June 8 , 191+0, c. 28U,

5k Stat. 25*+, of related sections 1+31+9 through 1+356, 1+357, 1+359» and 

1+360 (as amended by section 1 of the Act of Feb. 18, 1875, 18 Stat. 320) 

of the Revised Statutes, and the Act of July 12, 1 8 7 6, c. 1 8 5 , 19 Stat.

90 (formerly 1+6 U.S.C. 291+-305), all of vhich concerned manifests and 

permits in the case of vessels licensed for carrying on the coasting 

trade and trading between different "great districts’.’ The Customs 

Regulations of 191+3, with an extensive revision of the marine regulations 

theretofore administered by the Bureau of Marine Inspection and Navi­

gation, Department of Commerce, omit any reference to "great districts", 

and there is no subsequent reference thereto in the Customs Regulations.

(n) Section 1+358 of the Revised Statutes, as amended (1+6 U.S.C. 306), 

regulates the coasting trade between Alaska and any otler portion of the 

United States in accordance with the provisions of law applicable to the 

coasting trade between any two "great districts". The section is obsolete.

(o) Section 1+361+ of the Revised Statutes (1+6 U.S.C. 310) requires 

the master or owner of a vessel, licensed for the fisheries, which 

intends to touch and trade at any foreign port, to obtain permission from 

the collector prior to departure. This section further requires the master 

to deliver manifests and to make entries as does any other vessel arriving 

from a, ‘foreign port. These provisions are properly the subject of regulations 

to be prescribed under section 2 of the proposed legislation.
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is found within 3 f
(p) Section 1+365 of the Revised Statutes (1+6 U, 

that whenever a vessel licensed for the fisheries is 

leagues of the coast with foreign merchandise exceeding the value of 

$500 without having obtained the permit required by section 1+361+ of the 

Revised Statutes (1+6 U.S.C. 310)sthe vessel shall be subject to forfeiture.

The repeal of section 1+361+ of the Revised Statutes by the proposed 

legislation makes this section obsolete. Further, this matter is 

properly the subject of the regulations to be prescribed under section 2

of the proposed legislation and is within the purview of section 6 of the bill

(q) Section 1+366 of the Revised Statutes (1+6 U.S.C. 312) relates 

to the report of arrival required of the master of a vessel employed in 

the transportation of merchandise from district to district who shall 

put into a port other than the one to which his vessel is bound. The 

requirement appears to be obsolete, and, in any event, is properly the 

subject of regulations to be prescribed under section 2 of the proposed 

legislation.

It appears that the Act of June 8, 1 9 I+O, removed the statutory 

basis for requiring entry or clearance of an American vessel to the extent 

that she was being solely "employed in the transportation of merchandise 

from district to district." Since the vessel was no longer required to 

enter or clear when proceeding from port to port, no port was legally 

fixed "to which she was bound", and hence her putting into "a port other 

than the one to which she was bound" could no longer be established.

Section 1+366 of the Revised Statutes thereby was rendered obsolete.



Section 2+366 of the Revised Statutes appears always to have been 

inapplicable to foreign vessels, as foreign vessels may not "transport 

merchandise from district to district" (section 27 of the Act of June 5,

1920, 2+6 U.S.C. 883, and predecessor statutes).

(r) Section 2+367 of the Revised Statutes (1*6 U.S.C. 313) relates 

to permits and manifests required prior to the departure of foreign 

vessels bound from one district in the United States 1.0 another.

This matter is properly the subject of regulations to be prescribed under 

section 2 of the proposed legislation.

(s) Section 1+368 of the Revised Statutes (1+6 U.S.C. 3ll+) relates to 

delivery of the permits and manifests referred to in section 1+ 367 upon 

arrival in one district from another. This matter is properly the subject of
J*9

regulations to be prescribed under section 2 of the proposed legislation.



(t) Section 1+369 of the Revised Statutes (1+6 U.S./U. SJ5) provides f U  

penalties for violations of sections I+367 and 1+368 (1+6 n S,C. 313 and 311+) <
\

and, therefore, is made obsolete by the repeal of those sections by the 

proposed legislation.

(u) Sections 1+573, 1+571+» 1+575, as amended, and 1*576, as amended,of 

the Revised Statutes (1+6 U.S.C. 6 7I+, 675, 6 7 6, and 677) relate to crew 

lists for American vessels and so are properly the subject of regulations 

to be prescribed under section 2 of the proposed legislation as part of 

the crew list requirements to be established for vessels generally.

(v) Section 1+207 of the Revised Statutes (not codified) prescribes 

that whenever a clearance is granted to a vessel of the United States 

bound on a foreign voyage, the collector shall annex a copy of the

rates or tariffs or fees which diplomatic and consular officers are entitled 

by the regulations prescribed by the Pr sident to receive for their 

services. A schedule of the fees referred to appears on the reverse of 

Customs Form 1378» the certificate of clearance. As the statute refers 

to the form and contents of the clearance certificate, it is properly 

the subject of regulations to be prescribed under section 2 of the 

proposed legislation.

(w) Section 1+32 of the Tariff Act, as amended (19 U.S.C. ll+32), 

provides that the manifest of a vessel arriving from a foreign port or 

place shall separately specify articles to be retained as sea stores and 

ship*s “stores, and provides for penalties for not so specifying. This 

matter is properly the subject of regulations to be prescribed under 

section 2 of the proposed legislation.
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(x) Section 1+33 of the Tariff Act, as amended (.19 U . 3.0. 

establishes the time in which the arrival of a vessel from a foreign port 

or place must be reported and thus is properly the sul }ect of regulations 

to be prescribed under section 2 of the proposed legislation.

(y) Section 1+3*+ of the Tariff Act, as amended (19 U.S.C. l*+3*+), 

establishes procedures for formal entry of vessels of the United States 

arriving from a foreign port or place, including requii ements for mani­

fests , and thus is properly the subject of regulations to be prescribed 

under section 2 of the proposed legislation.

(z) Section *+35 of the Tariff Act (19 U.S.C. 11+35’ establishes 

procedures for entry of foreign vessels and thus is properly the subject

of regulations to be prescribed under section 2 of the proposed legislation.

(aa) Section 1+36 of the Tariff Act, as amended (IS U.S.C. 11+36), 

establishes penalties for violation of the three preceding sections and 

thus would be made obsolete by their repeal. These penalties are properly 

the subject of regulations to be prescribed under section 2 of the pro­

posed legislation, and are within the purview of sections *+, 5 and 6 

thereof.

(bb) Section 1+37 of the Tariff Act (19 U.S.C. l*+37) requires that 

the register, or document in lieu thereof, deposited in accordance 

with sections 1+3*+ and 1+35 of the Tariff Act (19 U.S.C. 1*+ 3*+ and l*+35) is 

to be returned upon clearance. Since sections l+3*+ and 1+35 would be 

repealed by the proposed legislation, this provision would be made 

obsolete and is properly the subject of regulations to be prescribed 

under section 2 of the proposed legislation.



(cc) Section h$9 of the Tariff Act, as emended (3.9 U.S.C. 11*39), 

relates to the delivery of a manifest by the master of a vessel arriving 

from a foreign port, and provides a penalty for failure to do so. This 

matter is properly the suoject of regulations to be prescribed under 

section 2 of the proposed legislation and also is within the purview 

of sections 1* and 9 thereof.

(dd) Section of the Tariff Act, as amended (.19 U.S.C. 1^0), 

relates to the correction of manifests, and provides a penalty for failu 

to make a required correction. This matter is properly the subject of 

regulations to be prescribed under section 2 of the proposed legislation 

and also is within the purview of sections k and 5 thereof.

(ee) Section ^ 3  of the Tariff Act, as amended (19 U.S.C. 11*1*3), 

relates to the manifest and permit for cargo arriving for delivery 

at different ports and thus is properly the subject of regulations to 

be prescribed under section 2 of the proposed legislation.

(ff) Section kkh of the Tariff Act, as amended (19 U.S.C. ll*ljl*), 

establishes a time requirement for report of arrival and production of 

a permit and manifest for a vessel subject to section hk3 of the Tariff 

Act (19 U.S.C. 1^43) which arrives at a port other than the port of 

first arrival. Since section !*■•;3 would, be repealed by the proposed 

legislation, this provision, would be made obsolete and is properly the 

subject of regulations to be prescribed under section 2 thereof.

(gg) Section k 5 of" the Tariff Act, as amended (19 U.S.C. lUh5), 

establishes penalties for violations of the requirements of sections 

H i  and hhh of the Tariff Act (.19 U.S.C. 'lhh3 and lUUn). Since sectionsSince



(j& U  t
^ 3  and would be repealed by the proposed legislation, this^^p^ision

would be made obsolete. These matters are properly th'- sunjeet of regulations

to be prescribed under section 2 of the proposed legislation and also

are within the purview of sections U and 5 thereof.

(hh) Section H65 of the Tariff Act (19 U.S.C. 1^65) requires the master

of a vessel or the conductor of a railroad car with a frontier document,

upon arrival from foreign contiguous territory, to file a manifest of

supplies or merchandise purchased abroad and also a statement of the

cost of repairs and equipment in the case of a vessel. It also provides

penalties for violating these requirements. These matters are properly

the subject of regulations to be prescribed under section 2 of the proposed

legislation and also are within the purview of sections 1+ and 5 thereof.

(ii) Section 583 of the Tariff Act, as amended (19 U.S.C. 1583),

requires a vessel or a vehicle bound to a port or a place in the United

States to deliver a manifest to the officer of the Customs or Coast Guard

first demanding the manifest. This matter is properly the subject of

regulations to be prescribed under section 2 of the proposed legislation.

, (jj) Section 585 of the Tariff Act, as amended (3 9 U.S.C 1 5 8 5),

establishes penalties if a vessel or a vehicle from a foreign port or

place departs or attempts to depart without making a report or entry, or

if any merchandise is unladen therefrom before report or entry. This

matter is properly the subject of regulations to be prescribed under &
section 2 of the proposed legislation and also is within the purview of 

sections h and 5 thereof.
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(kk) Chapter 212 of the Act of May h, 193h {h6 U.S.C. t^-^Spvidei 

that whenever it is the. duty of the masters of vessels to make entry and 

clearance, it shall be lawful for any licensed deck officer or purser 

to do so. This matter is properly the subject of regulations to be 

prescribed under section 2 of the proposed legislation.

(ll) Section 1 of the Act of July 3S 1926, as amended (h6 U.S.C. 

293a), establishes a sixth "great district" in addition to the five "great 

districts" provided by section 3̂̂ -8 of the Revised Statutes, as amended 

(k6 U.S.C. 293). Since the proposed legislation would repeal sections 

1+3̂ 8 and ^358 (U6 U.S.C. 306) of the Revised Statutes, this section would

be made obsolete.

(mm) Chapter 362 of the Act of June l6, 19379 as amended.(19 U.S.C. 

1^35b), provides for vessels carrying passengers operating on regular 

schedules and arriving at night or on a Sunday or holiday to report 

arrival, make entry, and clear on board and thus is properly the 

subject of regulations to be prescribed under section 2 of the proposed 

legislation.

Section 12 would provide that the repeal or modificat on of existing 

statutes by the proposed bill shall not affect any accrued rights or 

liabilities, but that all rights or liabilities under such statutes shall 

continue and may be enforced as if such repeal or modification had not 

been made.

Section 13 would provide that if any provision of the proposed 

legislation, or its application to any person or circumstances, is held
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invalid, the remainder of the provisions, and the application of such 

provision to other persons or circumstances, shall not he affected.

Section lk would provide that the proposed legislation may he 

cited as nThe Customs Entry and .Clearance Act of 197lun
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TREASURY STATEMENT AND QUESTIONS AND ANSWERS ON TOE 
TERMINATION OF SECRET SERVICE PROTECTION OF FORMER 

VICE PRESIDENT AGNEW

Treasury Statement

The Treasury Department is initiating today termination of Secret

Service protection of former Vice President Agnew.

Questions and Answers

Q* Did the President order thi3 action?

A. The decision was made by the Treasury Department with the prior 

knowledge of the White1 itouse and Mr. Agnew.

Q. Will the protection end before midnight Sunday, the deadline set by 

Comptroller General Staats?

A. We have initiated the termination of protection before midnight but 

there are certain procedures to be followed in ending a protective 

detail in a manner which doesn’t create an undue risk to the pro­

tectee.*

Q. Doesn’t this mean that the Comptroller General was right and 
Mr. Agnew1s protection was illegal?

A. The Treasury believes that there is Presidential authority to order 

Secret Service protective details in cases not expressly covered by 

statute, but which are in the public interest.

*In fact all protection was terminated before midnight February 17.
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Q. Will there be any attempt to recover the cost of Mr* Agnew’s 

protection?

A. No.

Q. Uhat about the security equipment at Mr. Agnew's house?

A. Any removable security equipment which can be used in the future 

will be removed.

Q. What effect does this action have on the Secret Service protection 

being given to Secretary Kissinger and Energy Czar Simon?

A. No effect. The Treasury believes that the protection of those 

officials is entirely proper.

Q. Isn’t it true that the protection is ending because of strong 

Congressional pressure and the Comptroller General's action?

A. No comment.

/



STATEMENT OF DR. JOHN C. SAWHILL 
DEPUTY ADMINISTRATOR, FEDERAL ENERGY OFFICE 

BEFORE THE JOINT ECONOMIC COMMITTEE 
CONGRESS OF THE UNITED STATES

FEBRUARY 19, 1974

Mr. Chairman and Members of the Committee:

I appreciate the opportunity to appear before you 
today to comment on the Economic Report of t:he President.

This report outlines a number of major objectives.
I will confine my comments to those items which help structure 

a comprehensive energy program able to deal with the current 

shortages and also re-establish our ability to be self- 

sufficient in energy. I would like to discuos some 

immediate short-term effects of the crisis, ssome lohger- 
term effects and their relation to energy self-sufficiency 

and finally some comments on your Committee1s study on  the 

Budget.
Problems of inflation, unemployment and balance of 

payments have been our major economic concerns for many 

years. They have now been joined by another problem—  

shortage of energy— which will dramatically affect all the 

others if we permit it to. All of us are well aware of the 
energy shortages precipitated by the oil embargo. However, 
these are merely symptoms of long-term problems which 

have been building for many years and will not simply 
vanish when the embargo is lifted.
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We have been rapidly depleting our non-renewable 

petroleum fuels while failing to develop any adequate 

alternative sources of energy. We have been operating under 

the assumption that cheap, abundant energy would always 

be available. This bias contributed to wasteful patterns 
of energy consumptior/i and insufficient incentives to develop

adequate domestic re sources. As recent events have shown,

this has left us very vulnerable to any interruption of

the imports we have 
Short Term Problenis 

Today, I want t

come to rely upon.

o discuss some of the short-term

problems caused by ijihe oil embargo and what our national 

policy should be to minimize its effects.
First, however, I will address the immediate short­

term outlook for fuj.el supplies. Because of the mild 
winter tfoere will «jilmost certainly be no shortages of home 

heating oil and our relatively large stocks of distillates 

provide us with great flexibility in dealing with 
the changing shortages of the spring and summer. Major 
conservation efforts continue to be essential, particularly 

in the consumption of gasoline and residual fuel. Our 
attention is now focussed on increasing the supplies of 

gasoline, aviation jet fuel, and residual fuel oils to 
prepare for the expected summer demand increases. Presuming 

the embargo remains in effect, our current forecast of 
overall shortages for the second quarter of 1974 is about 

2.8 million barrels per day. This figure is16 percent or
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based on unrestrained demand and does not give effect of 

price elasticity or embargo leakages. We are still 
studying the impacts of these factors and will publish a 

comprehensive estimate by mid-March. But based on unrestrained 
demand, the individual shortages would be 12 percent for 

gasoline, 27 percent for aviation jet fuel, 6 percent 

for middle distillates, and 32 percent for residual fuel 
oil. This is the overall deficit between supply and unre­

strained demand for the second quarter based on the usual 
expected demands during this quarter minus the estimated 

actual supplies including imports, plus the amount necessary 
to rebuild stocks in order to avert more serious gasoline 

and residual fuel shortages in the high-demand third quarter.

A recent study by FEO showed that if the embargo were lifted 
and pre-embargo shipments resumed beginning in April, the total 

shortfall - based on unrestrained demand - would be about 8%.

The individual shortages would be 4% gasoline, 13% jet fuel, 3% middle 

distillate and 16% residual. Managing a shortage of this magnitude 

will continue to require major conservation programs by both business
and consumers as well as a continuation of our oil to coal switching 
Program for utilities.

Our main concern is still to minimize impacts on industrial 

0utput and the employment situation. The past months have shown 
that reductions of 15 to 20% in total fuel consumption can be

achieved without severe economic dislocations. We are continuing 
the development of conservation and allocation policies to deal with 
hortages of these magnitudes. What has not been determined is the

longer term effects of this level of shortage on the general economy.
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The 1974 Economic Report of the President indicates the 

possibility that prices might rise enough to clear the market 

and .eliminate the shortaae. While this may be appropriate
for the long term, in the short term we do not intend to let 

prices alone ration fuel supplies. We must protect the interest 

of the consumer at a time when world prices have risen to heights 
which do not reflect long run demand-supply relationships. 

Therefore, we will continue to control the prices of "old"oil 
and are considering price controls on "new" oil and oil from 
stripper wells.

The short-term strategy of FEO has been to allocate our 

fuel resources as equitably and effectively as we can, and to 

respond decisively to exceptions not covered by our regulations 
as they arise. The 1974 Economic Report stresses the Administra­

tion 1s determination to manage the energy shortage so as to keep 

loss of jobs and production to a minimum. To do this, it will 
be essential to provide, or permit, incentives to maximize imports, 

domestic exploration and production, as well as providing rapid 

fuel shifts to key industries. Different strategies, however, will 
be necessary to provide a longterm solution to the energy problem. 

Longer Term Problems. Domestic energy supplies have increasingly 

fallen behind energy demands since 1949, the first year that the 
United States moved from being a net energy exporter to being a. net 

energy importer. More importantly, over the last 15 years, the 
rate of growth in energy production has constantly decreased while 
the rate of growth of demand has constantly increased. Thus, the 
gap, which has been met by imports, has been widening at an ever-

increasing rate. Over the last three years, demand has
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grown by over 5 percent per year while domestic production 

has increased only about 3 percent per year.

As a result, domestic sources, which provided 95 percent 
of United States energy in 1960, and 88 percent in 1970, 
provided only 83 percent in 1973. More significantly, 
the percentage of petroleum imported doubled over the 

same period. In absolute terms, the quantity of petroleum 

imported nearly quadrupled. Forecasts, made prior to the 
embargo and subsequent crude oil price increases, predicted 
that the United States would import over 43 percent of its 

crude oil and petroleum products requirements in 1980 at 

costs exceeding 17 billion dollars, based on 1972 import 
oil prices.

Were we to import all the oil predicted by these forecasts 
at present prices, the total outlay would double or triple.
This outflow of funds would have a staggering effect on our 

economy and our balance of payments, even if the oil-exporting 

nations were to invest a substantial portion of these revenues 
back in the U.S. economy. We do not intend to let this 

situation develop. We intend to find low-cost oil production 
methods or substitutes. National security considerations, 

indicate that using domestically-produced oil (or substitutes) 

that cost somewhat more than the equivalent imports, may be a 

better course than growing reliance on foreign imports.

We have also just found that we can no longer count on 

importing as much oil as we need, even at any price. Thus,
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for the twin reasons of national security and balance of 

payments, we must reduce our dependence on oil imports.
This is why the President established in November a new 

national goal of energy self-sufficiency by the end of 

this decade. We feel that the thrust of Project Independence 
is essential to both short and long term solutions to the 
energy problem. I would now like to discuss Project 

Independence, what it means to us, its objectives and how 
they can be achieved.

Project Independence

The first major thrust of Project Independence is to 
eliminate waste and conserve energy resources. We cannot 

wait for the normal market forces to reduce demand as 

prices rise. We must adopt energy conservation and demand 
curtailment as a long-term individual and collective 

ethic now, and not simply as a temporary expedient to be 

followed during this period of acute shortage. This will 
mean lighter and less powerful automobiles; lower speeds 

on our highways; reducing heat losses in our homes; fewer 
empty seats on our public transportation; less waste in 

our industrial processes and powerplants; fewer throwaway 

containers. These measures will enhance rather than detract 

from our economic well-being and standard of living. Our 
goal is to cut our annual energy consumption growth rate 

from the present 5 percent to 3 to 3.5 percent by 1980. This 
could save as much as 6 million barrels of oil equivalent per day
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We also plan to do considerable research aimed at permanently 

reducing energy consumption. For example, better insulation 
of houses, more efficient automobile engines, and more 

efficient power cycles can save energy without causing 
economic or social dislocation.

The second major thrust to Project Independence is 
to stimulate the development of existing domestic energy 

resources as well as alternative new sources. Specifically, 
our program will include the following:

•We must develop our coal reserves more effectively.
We have 1.5 trillion tons of identifiable coal reserves, 
one-third of which are economically recoverable now. We 

must utilize this abundant resource. We need to mount 

major research and development efforts in coal gasifica­
tion and liquefaction. Simultaneously, we must develop 

and use techniques for mining coal that do not scar the 

landscape permanently or endanger the health and safety 
of miners.

•We have talked for years about the production of oil 
from our oil shale. There is an estimated 1.8 trillion 
barrels of oil in the U.S. shale resources which 

could satisfy our oil needs for over 100 years. We need 

an increased effort by both the Federal government and 

private industry to develop this potentially productive 

resource. Some have estimated the in—situ processes for 

extracting shale oil would make it possible to produce oil 

close to the current cost of Persian Gulf crude. In-situ
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extraction should also have minimal impact on the environment 
and its development must be expedited.

•We must also push forward in the development and 

utilization of nuclear power. Currently, nuclear power 

provides less than one percent of our energy needs after 30 

years of development. It could easily provide 10 percent 

by 1985. We must take every step to expedite the licensing 
and construction of nuclear powerplants which are an 
essential part of our program for achieving energy self- 

sufficiency. We will also develop a broad nuclear program 

which looks toward liquid metal and other breeder reactors.

In addition, top priority will continue to be given to 

assuring that nuclear power plants are built and operated 
safely with acceptable environmental impact. We must convince 

government policy makers and the public that nuclear reactors 
are safe and waste disposal problems can be solved.

•We have also talked for years about development of 

such relatively distant alternatives to fossil fuels as 
fusion, geothermal and solar energy. For the next decade 

these alternatives are still very much in the research and 

development stage of growth and they could not come into 

widespread use until after 1990. Nevertheless, although 

we will invest in the development of these alternatives, 
at the same time we must focus now on nearer-term measures 

for expanding energy supplies.
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In summary, then our long-term policy must be to
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greatly accelerate these energy related research and develop­

ment programs. This is where the major budget impact occurs. 

The President proposés spending over $1.8 billion in this 

area in 1975 compared to $700 million in 1973. This will 

be complemented by an even larger investment by the private

sector. ttièMotev&h

Joint Economic Committee Study
An integral contribution to Project Independence 

objectives must be a program of tax initiatives designed to 
provide incentives for energy conservation and domestic 

resource development. Several such initiatives were 

presented in the Joint Economic Committee's staff study 
"The 1975 Budget: An Advance Look."; The energy section 

of this study refers to four possible types of taxes 
designed to reduce energy consumption: an increased 

excise tax on gasoline, an excise tax on crude oil, a tax 

on all energy sources, and an excise tax on excessive 

residential energy uses. We are currently studying these 

propositions and other alternatives. Any of these taxes, 
or combinations of them would undoubtedly have some 

effect on demand and would induce conservation. What is 
lacking at this point is a quantitative insight into the 

effectiveness of such measures and their effects on the 
general economy and we are attempting to quantify these 

effects. A further issue is how the revenue raised should 
be used. Your staff study indicates that a 30 cent tax on

gasoline could yield $16 billion and suggested that this
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re v e n u e  m ight be  a p p lie d  to  su ch  p rogram s a s  unem ploym ent 

c o m p e n sa tio n , p u b lic  s e rv ic e  em plo y m en t, or a id  to  S ta te  and  

lo c a l  g o v e rn m e n ts . I fe e l  th a t  if su ch  a ta x  w ere  e n a c te d ,  w e 

sh o u ld  a ls o  c o n s id e r  u s in g  su ch  re v e n u e s  on en erg y  re la te d  

in i t i a t iv e s .  For e x am p le , I th in k  w e sho u ld  p o s i t iv e ly  en co u rag e  

e n e rg y -re so u rc e  d ev e lo p m en t and  in v e s tm e n t and  re s e a rc h  in to  

a l te rn a t iv e  en erg y  s o u rc e s .  By do ing  s o ,  w e co u ld  a c c e le r a te  th e  

ra te  o f p r iv a te  in v e s tm e n t/  In  a d d it io n , fu n d s ra is e d  in  th is  w ay 

co u ld  be  u se d  to  prom ote c o n se rv a tio n  p ra c t ic e s  su ch  a s  a llo w in g  

ta x  in c e n t iv e s  to  hom eow ners for in s ta l l in g  in s u la t io n ,  and  

s u b s id iz in g  m a ss  t r a n s i t .

T h is f in is h e s  my p rep a red  s ta te m e n t. I w ill b e  hap p y  to  

a n sw e r an y  q u e s t io n s  th e  C om m ittee  m ay h a v e .
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FOR FRIDAY, FEBRUARY 22, 1974 P.M, RELEASE

SIMON ANNOUNCES CREATION OF 
ENERGY CONSERVATION CORPS

Washington— William E. Simon, Administrator of the 
Federal Energy Office, today announced the formation of an Energy 
Conservation Corps (ECC) to enlist the aid of elementary and 

high school students in voluntary programs to save energy.
Simon said the FEO has contracted with the State Department's 

U.S. National Commission for UNESCO to set up a pilot ECC program 
in the six New England states.

"Thousands of young persons are taking, on their own, 

practical steps to meet the energy crisis," he said. "They are 
switching to public transportation to get to school, instead of 
driving; they are turning off excess lights at home; they are 

working in their communities and at school to conserve energy.

The Energy Conservation Corps is a step toward taking full 

advantage of youth's ideas, enthusiasm and willingness to work."
The pilot program, to be directed by Dr. Mansfield I. Smith,, 

of the Bolton Institute, is projected to involve as many as one 

million families this winter in Connecticut, Maine, Massachusetts, 
New Hampshire, Rhode Island, and Vermont.

Participating high schools in these states will be invited 
to send one teacher and two students to the nearest of 30 
workshops scheduled for the region. Participants will be 
briefed on the energy crisis and how to conserve energy at 

E-74-79 (more)
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school and at home, as well as how to recruit and train 
fellow students to be ECC members.

These high school level ECC volunteers will then visit 
elementary schools, to show the younger pupils as well how 

to conserve energy in their homes and schools.

John E. Upston, executive director of the U.S. National 

Commission, said that if the pilot program is successful, it 
will be extended to other areas beginning next September.

Upston also said the program may be tied into international 
energy conservation programs.

"Since the energy crisis is international," he said,

"we can put American students in touch with young conserva­
tionists around the world, through UNESCO National Commissions 
in other nations."

Note to Correspondents: Photographs of Dr. Mansfield Smith,
ECC Program Director, William E. Simon, Federal Energy Office 
Administrator, and John E. Upston, Executive Director of UNESCO 
National Commission are available at the Public Affairs Office, 
Room 3140-A Benjamin Franklin Station, Washington, D. C. 20461. 
Contact: Jack Schneider; telephone (202) 961-6021.

-FEO-
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FEDERAL ENERGY OFFICE

PRESS CONFERENCE 

WITH
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and
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Washington, D. C.

Tuesday, 19 February 1974

The press conference was convened at 3 p.m.
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MR. SIMON: First of all, I want to apologize 
for being late.

Which one of these microphones work?

VOICES: All of them.

MR. SIMON: Can everybody hear me?

Last Wednesday at 8:00, meeting with the 
President, he directed me, because of his great concern 
with the long lines at the gasoline stations, to immedi­
ately implement, within our ability, a program that would 
help alleviate these lines. I was away over last week end. 
John Sawhill and the rest of the sturdy team implemented 
their program that we are announcing today, and that is 
the emergency injection of supplies to the critical areas,
20 states. Ten are going to receive an additional 5 per­
cent, and 10 are going to receive an additional 2 percent 
of their base supplies for February. Now, remember, this 
is based on the entire month, this 5 percent, 2 percent, 
and with only 7 days, last 7 or 8 days when they get these 
supplies, that's 25 percent of the month, so you'd have to 
multiply that times 4, really, to take a look at the whole 
month. And so we hope that this is going to go a long way 
to alleviating the inconveniences that are presently being 
borne by the American people.

The success of the conservation measures and the I 
cooperation of our citizens has made this possible.

We are also sending teams to all 50 states, 
commencing immediately. Now, this is an effort that we 
announced last week: that we are going to equalize monthly I 
all of the percentages around the country, to make sure 
that to the best of our ability we can have everybody sharml 
the shortage equally.

We're going to meet with the major oil companies 
next week to make sure that in the implementation the 
actual distribution of the supplies to these states on a 
monthly basis, that it can be done equitably.

As you know, our allocation program is barely  
one month old. We need a little more time to a sc e r ta in  
some of the problems, to find them, and do something about 
them.

Have the sheets been passed out, Bob?
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VOICE: Yes, they have been passed out.

MR. SIMON: Okay. You also have there your 
antidiscrimination regulation and preferential treatment 
and what is defined there. Congress gave us a very clear 
mandate in the Petroleum Allocation Act that no class of 
user can be discriminated. And this is just a law that 
we*re adhering to and w e 1re attempting to clarify the 
law with all the flexibilities possible. It's very 
similar to the Crude Allocation Program that we*re 
seeing so many articles in the newspapers today saying 
that the Crude Allocation Program is backing up imports 
of a million or a million and a half barrels a day, 
potentially.

And my answer to that is, "Yes, we probably are 
That's why we asked the Congress: "Please, don't mandate 
allocation of crude at the producer level," because it 
would have predictable results. And we*ve had legislation 
on the Hill to give us the flexibility that we need, that 
Congress mandated these specifics that are coming home to 
injure us in our efforts right now.

Also, propane prices. We met with the propane 
producers last week and several price rollbacks have 
already been effected, and further rollbacks are going to 
be effected. So we're on top of that program.

Now that, very briefly, is what we have been 
doing in this past four days. I'll be delighted with 
John and Jerry to respond to any of your questions.

QUESTION: How much do you think 2 percent
will alleviate the lines particularly in a state like 
Connecticut?

MR. SIMON: Well, it alldepends. Basically, 
the Governor is going to have the ability —  first of 
all, he's got his 3 percent set-aside. Then he's got 
this additional allotment that we're giving to him on a 
monthly basis. Remember, that 2 percent basically is 
8 percent, isn't it? Because it's only for the last 
period of the month, the last 7 days of the month that 
h e ’s going to be getting this 2 percent. You know, if 
we were giving 2 percent for a whole month, that would 
be 2 percent. But we're giving a month's allocation —
2 percent of a month's allocation for only one week,
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really, because the new supplies come in on March the 
1st. And we would hope that there, again, tnat this would 
alleviate the long lines that are occurring in the states. 
Most of our problems in these states are intrastate 
distribution. You're finding three counties here that are 
in trouble, and they have plenty in other counties. So 
we're working with the Governors on a continuing basis 
to see if we can't get a better distribution within the 
states.

QUESTION: How do you choose the states that 
got the extra allotment? Is that a matter of the length 
of the line? Or how do you go about that?

MR. SIMON: W e l l , we sent out teams • As you 
know, we announced those teams going out, I believe it was 
10 days ago. So it came from on-site investigation, 
number one, working with the Governors, and the Governors' 
staff on the data of what supplies had been delivered to 
their state, and what had been consumed. And those figures 
are kept to varying degrees of efficiency in the state by 
the sales tax records, number one. And, of course, we have 
the industry data. So we attempt to make compatible these 
two numbers. And that, coupled with on-site investigation 
enables us to get a rationale on how much we need to put 
in there.

QUESTION: What are you comparing exactly as 
you compare one state to another as to who gets the 5 per” I 
cent and who gets the 2, and who gets none? —

MR. SIMON: Well —

QUESTION: —  the length of the line, or the
speed with which they are selling out?

MR. SIMON: Basically, you take a look at what 
should be delivered to the state, based on the base period 
of 1972, the comparable month under the allocation program. 
And if they're getting less than they should, then you 
give them the allotment on that basis. So it's done with I 
the numbers that we have after we make them compatible wi 
the state numbers wherever possible.

QUESTION: Mr. Simon, will that affect the March 
quotas in any way? And can the extra fuel which was 
allotted in February be carried over into March?
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MR. SIMON: Well, your second question, first.
If indeed it's left over, it is there for them to carry 
over into March, yes. And this is an additional supply 
of gasoline to these various states. We're not moving it 
from one state to another; this is an additional supply, 
a draw-down in inventory, if you will, of about 2 million 
barrels, which will be put into these states. In March 
we're going to make a further adjustment on an equalizing 
basis, where some states have gotten more than the national 
average, and others less, and we'1®, going to continue to 
work with these figures to make sure that all states are 
bearing the brunt of this thing equitably.

QUESTION: Who decides where this extra gas 
goes? In which critical areas?

MR. SIMON: Well, the Governor has the ability. 
The Governor of New York State has the ability to know 
where his critical shortages are. Indeed, he knows it 
already because he's working on the intrastate distribu­
tion right now, which is —  They've got problems in 
New York State, but no problems in Rochester. So I would 
imagine that the Governors would direct the supplies to 
where the lines are and where the shortages are the 
greatest.

QUESTION: So the Governor of Illinois could
shove all five percent into Chicago?

MR. SIMON: Into Cook County. Exactly. He 
would exercise that flexibility just as he has lie 
flexibility now of this 3 percent set-aside; to be using 
that during the period of a month. And ther^, again, the 
allocation program is a month old. We have not been 
telling the Governors how to u£e their set-aside, and they 
have been just a little bit slow in drawing it down because 
it's been a new instrument that they have. So we would 
hope that they begin to draw down a little bit faster.

QUESTION: With respect to the February 1973 
distribution, the one you announced prior to this?

MR. SIMON: Yes, this supersedes that and 
gives the specifics of —  plus, there's an additional —  
in other words, Maryland that was on there for 2 percent, 
and they might be on here for 2 percent, it's the same 
2 percent.
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QUESTION: What about the states that were cut 

back? Will they still be cut back?

MR. SIMON: Oh, we*re going to, as I say, 
equalize the percentages and the states that have been 
over, they*re going to be cut back, yes. And that's 
what our teams work on when they go out there: to make 
sure that the numbers that we have from the company data, 
the supplies that are being distributed into the state 
are the same numbers that the state had, as nearly as 
possible.

QUESTION: Those cut back 2 percent, are 
still cut back 2 percent?

MR. SIMON: Yes, sir.

QUESTION: In this one metropolitan area we
have three jurisdictions. Maryland gets 2 percent, 
Virginia 5 percent, and the District of Columbia gets 
nothing?

MR. SAWHILL: The District of Columbia 
previously had been given 2 percent under the earlier 
redistributions.

MR. SIMON: And there again the difference 
between 2 and 5 percent is what supply had been delivered 
in February in those various areas. And there are parts 
of downstate Virginia that are flat out, I'm told.

MR. SAWHILL: Yes.

QUESTION: Depleting your inventories, will
this possibly run into trouble where more gasoline is 
needed?

MR. SIMON: No, this is less than one percent 
of the inventories. The inventories at the last reported 
figures was 219 million. Inventories have been going up 
between —  gasoline, this is —  between 2 and 4 million 
barrels per week the last four weeks. The refineries have 
begun their shiftover from the —  to the gasoline supplies/ 
and then taken those three facts, plus the conservation 
measures that continue to show us great improvement, this 
has enabled us to do this. And, as I say, this is a one- 
shot injection. But this does not preclude us from doing
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this again if indeed trouble spots occur around the 
country.

QUESTION: Can you do it again in March if 
you don't take away from the other states?

MR, SIMON: Well, that would be judgmental.
I mean, that's a guesstimate what might or might not 
occur in March. But we wouldn't hesitate to do it 
again, assuming the supplies were available and we're not 
doing something that this gentleman suggested, that 
would be bad for us come late spring or early summer, 
because we don't believe in postponing the problem.

QUESTION: Is there any provision for growth
in the way you distinguish between the 5 and 2 percent?

MR. SIMON: Yes, we have growth cranked into 
all the numbers we are working with with the states.
It's not only the growth in population; it is also the 
growth in motor vehicle registration. We're using the 
states' figures on the growth of motor vehicle registra­
tions to crank in these supplies. And we'll continue to.
And that is one important factor in the equalization 
process.

QUESTION: Mr. Simon, did you talk to the 
President today?

MR. SIMON: Yes. That is why I was late.
I didn't want to be a name dropper.

(Laughter.)

MR. SIMON: And I'm also meeting with the 
Governor —  the Governors Executive Committee on 
Thursday of this week to outline the complete program 
that we're going to be working with them, and ask for 
their suggestions, just as we have been working very closely.
And that's one of the reasons for our success in great areas 
that you don't hear about very often.

QUESTION: Did the President tell you anything 
about the oil embargo?

MR. SIMON: No, sir, we didn't discuss that.
We continue to set policy in the Federal Energy Office
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based on the continuing embargo, and not betting on any 
termination.

QUESTION: There has been no suggestion of 
a lifting of the embargo?

MR. SIMON: No, sir.

QUESTION: When you say "inventory," will you 
define that a little closer?

MR. SIMON: These are the inventories that are 
held by the major refiners and the oil companies, et cetera, 
that have it there for sale, that is subject to our 
allocation program right now. And they*re presently 
allocating under defined rules, the base period, a 
certain percentage to certain class users, et cetera.
And we are just increasing, if you will, on a one-shot 
basis this allocation from existing inventories.

QUESTION: What is that total inventory?

MR. SIMON: 219 million barrels.

QUESTION: Of gasoline?

MR. SIMON: Yes, and one must multiply that 
times 200 times 42. Compared to last year that*s 4 million 
—  3 to 4 million barrels of gasoline under last year, and 
two years ago, if I remember correctly, it was 236 million 
barrels.

QUESTION: That is .how many days of use?

MR. SIMON: We use approximately 5 to 6 million 
barrels per day in this country.

QUESTION: Going back to your February 9th 
directive —

MR. SIMON: Remember, you can simplistically then 
divide that number and say we have X amount of supply, but 
xtfhen it begins to draw down to about the 160- 165 million 
barrels, then you begin to have spot shortages due to the 
distribution in this country being as faulty as it is.
So you just can*t say that we have X supplies and know that
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it will break evenly, because we have all learned sadly 
—  we suspected it —  that the shortages d i d n 1t break 
evenly in this country.

QUESTION: Mr. Simon, going back to your earlier 
allocations, in the states that received an increase alloca­
tion earlier this month, is this the same 2 percent again?

MR. SIMON: We just added to this list certain 
states at 2 percent, certain states at 5 percent, and it's 
the refined final list. It doesn't mean that Marvland, as 
I said, who was on the original 2 percent and they're on 
here at 2 percent, gets 4. No, they get 2.

QUESTION: What about states like Maine and 
Kentucky wherein your original, they were supposed to 
get supplemental allocations originally and now —

MR. SIMON: No, you see, this list is in 
addition to the Governor's state set-aside of 2 percent.
The previous list, the oil companies, under our program, 
can redistribute up to five percent of supplies without 
asking the FEO. And previously we asked them to begin 
that redistribution process.

QUESTION: What about states having 2 percent 
on February 9 and now are getting 5 percent?

MR. SIMON: That will be an increase, yes.

As I said, and this is important. This super­
sedes the earlier announcement.

QUESTION: Kentucky and Maine where they were
promised increased allocations earlier, but are not on 
this list —

MR. SIMON: Those states will be getting the 
additional 2 percent or up to 2 percent, depending upon 
the distribution systems in their.areas.

QUESTION: Even though they are not on the list?

MR. SIMON: That's correct.

QUESTION: Could I ask: Have you told the
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Congress that the President is going to veto the energy 
bill?

MR. SIMON: Well, it*s been my recommendation 
right along that we would rather have no legislation 
rather than bad legislation. I never try to guess what 
the President would do as far as a recommendation is 
concerned. There are many unworkable parts of this 
Emergency Energy Bill. We just wanted a simple bill that 
would give us the mandatory conservation powers that we 
knew needed to mandate so many things like the electric 
lighting. Vie need, obviously, rationing.

QUESTION: Haven*t you told Congress he will 
veto the Emergency Energy Bill as it now stands?

MR. SIMON: I guess you could say that that*s 
what I*ve done. I cannot tell a lie.

QUESTION : Good. I * m fo r  y o u .

(Laughter.)

MR. SIMON: That*s as correct a question as 
I ever got. I could not have evaded that if I wanted to.

(Laughter.)

MR. SIMON: I evaded it almost successfully 
in the last press conference, but I —  you trapped me.

QUESTION: Mr. Simon, how soon do you think
the increases will begin to show an effect in shorter 
lines?

MR. SIMON: I would think it would be a 
matter of days. There again, that will vary in the area:! 
depending how long it takes to distribute.

4 § " 'V

QUESTION: We are talking about alleviating
the whole problem of longer lines. At least applying itJ 
to this metropolitan area, I have done quite a bit of 
traveling around some of these different areas and it 
seems that the lines are getting longer, particularly 
here in the District. The more gas stations closing 
and closing earlier. The problem doesn*t seem to be
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resolving at all even with the 2 percent that you said 
earlier here in the District.

MR. SIMON: A lot of people are changing their 
buying habits. There are many things that are inexplicable 
about this: why spot shortages occur in places and not 
in the others, and where the supplies are. But based on the 
data that we have of what supplies have been delivered to 
various areas, as far as the national level is concerned, 
it would seem that the surrounding areas needed help and 
that this area was up to snuff. And if we could get more 
into the other areas, some of this buying would occur out 
there.

QUESTION: Following on with telling Congress 
that the President will veto the bill —  if the President 
does veto the bill, will you roll back oil prices on oil —

MR. SIMON: That really has not been decided at 
this point. Thatdiscussion is still continuing right now 
as to whether or not a rollback per se is what is desirable. 
We all know what our intermediate and indeed long-term 
goals are as far as stimulating production in this country 
is concerned. And it requires a price that will guarantee 
—  to give an incentive to the investment needed to 
bring on this supply. And a rollback injects a great deal 
of uncertainty into a marketplace and discourages investment 
that*s needed. And so in that way it*s very counter­
productive.

QUESTION: (Inaudible.)

MR. SIMON: Well, basically, of course,
Congress mandated the speed limit change, so that would 
require an amendment to that legislation. We haven*t had 
the conversation on the Fitzsimmons suggestion, which 
I believe was from 10:00 p.m. at night until 6:00 a.m. 
in the morning. And one must look at the safety factors 
if it*s just for trucks because, obviously,if that¿ruck 
is driving at a much faster speed than automobiles it*s 
terribly dangerous, and the Secretary of Transporation is 
studying that right now.

QUESTION: That would apply to all vehicles?

MR. SIMON: Well, if it applies to all 
vehicles, and also you have to assess how many vehicles 
travel at that hour of night. And we are attempting to
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save a substantial amount of gasoline through the reduced 
speed limits.

QUESTION: What are the advantages of this?

MR. SIMON: The Secretary of Transportation 
is looking into that proposal right now. That would be 
in his area of responsibility. I would say that we will 
definitely be discussing this. But there has been no 
position taken on that issue at all, because Mr. Fitzsimmons 
just made this suggestion this morning.

QUESTION: I have one question about the
2 percent increase in Maryland. On February 9 the 
allocation called for 2 percent and it would just be 
a matter of days before we would see the effect of this.
Why would there be an alleviation of problems if it's the 
same 2 percent?

MR. SAWHILL: On February 9th we ;told the 
suppliers to begin reallocating up to 2 percent in certain 
states. Now, we don't have data at this point telling us 
how much additional supplies they've put in. This is a 
draw-down of inventory. This can be effective immediately, 
depending how inventories are scattered around the country.
So to the extent that we can immediately draw down those 
inventories and get these additional supplies into the 
states, and to the extent that the Governor has the 
discretionary power to put it in those areas of the states 
that are most affected, we think we can begin to see some 
results very soon.

MR. SIMON: Remember, these are —

| (Simultaneous discussion.)

MR. SAWHILL: We don't have any — we haven*t 
H  gotten any reports back. f
m  I m m  § w . %y ««fll'SSIS S 5MR. SIMON: Also, it wasn*t specifically directed 

to the troubled areas. This one will be by the Governors, 
number one. And, number two, this is a creation of additional 
supplies, not just a moving around of the existing shortage. 
So we're hopeful that it will work. And, as I say, we're 
going to look very closely at how it doe^ Work, and within 
the constraints of availability, if the lines do persist, 
we're going to do something else about it. Because we're
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not going to have the American people sacrificing as they 
are and being put to this inconvenience. Also, the 
President feels extremely strongly about this.

QUESTION: One additional point. This 2 percent
for Maryland in this list is different from an additional 
2 of the February 9th allocation? Is that correct?

MR. SAWHILL: No# that is not correct.

QUESTION: It is the same 2 percent?

MR. SAWHILL: Right.

QUESTION: But t h e '2 percent announced for the
District of Columbia which is not on this list will go 
through anyway —

MR. SIMON: Correct.

QUESTION: You don't know whether the February
2 percent has gotten there or not?

MR. SAWHILL: No# we do not.

QUESTION: You are saying you are giving the
Governors of the States enough gas (inaudible).

MR. SIMON: We hope for three things. Number 
one, they're working on the intrastate distribution of 
the existing supplies. Number two, they use their 2 percent 
set-aside that they have always had —

MR. SAWHILL: Three.

MR. SIMON: Three percent#, beg your pardon.

-- to take care of this problem. Now, they 
have got an additional 2 or 5 percent to create additional 
supplies for them to deal with this. And we are hoping 
bhat this is going to alleviate it, but I can't guarantee 
you that it's going to.

QUESTION: How did Virginia get allocations
on February 9th?

MR. SIMON: I'd have to go back and look at
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the number —

MR. SAWHILL: Virginia did not get -- yes, 
Virginia was in that list that got up to 2 percent.

QUESTION: So the 5 percent is 3 percent
additional?

MR. SAWHILL: Right. To the extent that 
that 2 percent was used.

QUESTION: What have you found as far as the
Metropolitan Washington area is concerned? As far 
as the gas lines are concerned?

MR. SIMON: Do you have those figures?

MR. SAWHILL: I d o n ’t have any figures on 
the length of time cf the lines. But they have found 
that there were lines in the D. C. area, although they 
found that the lines —

(Simultaneous discussion.)

MR. SAWHILL: Well, they haven't found the 
lines in the Washington area to be any worse than they 
are in any of the other metropolitan areas around the 
country. ^

QUESTION: Have they gone down, or increased,
or what? / , er:o

*3.¿̂  f t r* fiti. r m  r "f B X > £0  3 f w
MR. SAWHILL: Well, our teams, as you,know# 

we just dispatched them last Thursday. They were in 
over the week end, so they really couldn't compare to 
what they were on February 9th.

QUESTION: The President is concerned about
the long lines at this time. My question to you, sir, 
isit you, or did the President say,"We've got to do better?

MR. SIMON: The President directed me to find 
ways to reduce these long lines within the c o n s t r a i n t s —  
as I said to this other gentleman earlier —  of not having 
it come back and injuring us greatly come the spring or 
the summer when the demand for gasoline traditionally rises. 
And we felt that for reasons of conservation that the 
inventories would be at levels that we could safely do this
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this latitude with the inventories at fairly comfortable 
levels, and the refineries are in the process of shifting, 
havi rg added the increment of 3 to 4 million barrels per 
week the last 3 to 4 weeks.So we're hopeful that this will 
help the same way that we were able due to the conservation 
and the great break in the weather to give the truckers the 
additional amounts, and the airlines, earlier.

QUESTION: Mr. Simon, going down this list
and sa,T whether states are now on this list as compared 
to February 9 —

MR. SIMON: I'm sorry, I don't think I have 
got the February 9th statement with me, but —

VOICE: I can read you off the list from
February 9, if you wish.

Arkansas, the District, Delaware, Illinois, 
Kentucky, Maryland —

QUESTION: Would you repeat that?

VOICE: Arkansas, The District of Columbia, 
Delaware, Illinois, Kentucky, Maryland, Maine, Mississippi, 
New Jersey, North Carolina, Virginia and Tennessee; And I 
believe West Virginia was also on that list, but I don't --

QUESTION: (Inaudible.)

MR. SIMON: Not the actions that were taken 
today, but future actions are going to affect the haves 
and have-nots, because there are certain states that are 
above what you call tie national average. And we're going 
to attempt, as the months go by —  there again, w e 're only 
in the first month of this program —  to, equalize so ever^• 
body is sharing the same percentage of shortage. And right 
at present, it's not equal.

QUESTION: Regarding the equalization on the
rapid growth, could you detail the form that it will follow

MR. SIMON: When you say "rapid growth ar e a s , ’'
we have been using the motor vehicle registrations in: the 
heavy growth states as a prime criteria of the additional 
usage versus the '72. How many additional cars do they 
have in that state, licensed vehicles?
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MR. SAWHILL: And we do have a procedure in 
our regulations to adjust the base period for growth.
If a gasoline station is experiencing greater than a 
10 percent growth, he can apply to his supplier and 
work with the supplier. That's one of the reasons we 
are calling the oil companies in here is to expedite 
that process, so that our own internal administrative 
procedures can really begin to take this into account.

QUESTION: (Inaudible.)

MR. SIMON: That's cranked through right now 
through the vehicle registration, as far as the additional 
supplies are concerned. Sure.

QUESTION: Are you only using a numerical
basis for this or are you allowing something for states- 
that are following your requests to put —

MR. SIMON: Oh, no, we are not discriminating 
against any states. They know —  they have the ability 
to know what their state needs. And the states have moved 
very quickly to begin the odd**even where the lines have 
been too long. And the Oregon experience is beginning 
to show up: it's taking a lot of the panic out of the 
line. And we did a study in Massachusetts last week that 
showed that 72 per cent of all the vehicles waiting in 
line had over a half a tank of gas. And we're all 
convinced at this point that the buying is of the topping- 
out nature of the gasoline tank. And if we could just 
convince people that they should go in when their tank 
gets between down to about a quarter of a tank, if you 
will, that everybody would be a lot better off. And 
that is what we are attempting to do.

Y e s , ma'am.

QUESTION: I would like to ask you another
question.

The President has obviously said to you,
"Bill Simon, I will veto the Emergency Energy Act that 
is now pending in Congress." What is it about this 
Act that he objects to most?

MR. SIMON: Basically —  let's clarify one 
thing: Ke has not said that to me. That's number one.
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Let's say that that definitive conversation was 
not held, as far as I will — as he stated it.

But the rollback in putting inflexibilities, 
of course, is a major problem with that bill, rolling 
back everything to the five and a quarter, giving a 
flexibility, as they call it, a percentage above that 
for the stripper well as well as the new and the matched 
barrel. Congress has had a very difficult time, history 
has shown, in trying to put any prices on any commodity 
in this country. And we have told everybody what our long­
term supply prices, and what it is going to take to get 
this guaranteed incentive, to have Congressional veto 
power within 15 days over any movement of this, is just 
a restricting thing and should be left completely 
flexible.

The Federal Energy Administration, as far as 
the creation of this FEA and the Emergency Energy Act, 
gives the administrator really, instead of the President, 
rather extraordinary powers. It has no statutory base 
that inhibits my ability to hire people. There are just 
a myriad of rigidities in the bill — massive studies that 
have to be undertaken in a very short period of time and 
presented to Congress. We have a whole list of objections 
that are truly unnecessary for the simple legislation that 
we need to meet these current problems.

Now, if some of these other things are needed, 
then we ought to direct ourselves to the usual Congres­
sional methods of enacting legislation, such as the 
windfall profits. We sent our windfall profit tax proposal! 
up there that we testified before Ways and Means several 
weeks ago, Secretary Schultz and I, two weeks ago. This 
directs itself at the problem of windfall profits.

We have a mandatory reporting act that we have 
been working on with the Congress, specifically. There's 
a mandatory bill in here that is unnecessary. So this 
is just a pot-pourri, if you will, of legislation that is 
going to impede our efforts rather than aid them.

QUESTION: (Inaudible.)

MR. SIMON: I would certainly hope not. T 
would hope the President would not have to be faced with 
the choice of whether to veto this legislation; indeed,
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we would get the simple legislation that we need to get 
on with our job. And not only that we get the simple 
legislation that we need to get on with this immediate 
job, but the most important job of all, which almost 
everybody loses sight of these days: our job of getting 
on with the ability for self-sufficiency.

We *ve got legislation that has been languishing 
on the Hill for months with absolutely no Congressional 
action. From the deregulation of natural gas, to deep 
water ports —  everything else that we need to give us 
the ability, the power if you will, in these areas to 
get on with our most important job.

VOICE: What are your plans to get going on
this?

MR. SIMON: Well, we're continuing to work 
terribly hard on exactly this. And I ’ll know better at 
the end of the day, as soon as I leave here, wnat my 
chances are.

QUESTION: Kow does March compare to February
with regard to

MR, SIMON: Well, as you move into spring eaci- 
year and the warmer weather comes, then obviously the 
supplies would increase at the same time.

QUESTION: Mr, Simon, I raised this question
but I w a s n ’t satisfied with the answer because...! want 
to discuss the question of how to rate the gasoline 
shortage at the present time...a 5 percent cutback in —

MR. SIMON: That was an approximate, assuming 
all the refiners went back to that level.

QUESTION: (Continuing.}

MR. SIMON: When we talked about a 5 percent 
as far as the shift in the refineries, remember that was 
the cause of some confusion. And obviously still is.
By shifting this 5 percent, it meant that the shortage 
would be 15 percent; that the production of gasoline, 
the actual production of gasoline would be curtailed 
15 percent, by this 5 percent shift going from 46 to 41,
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or 47 to 42.

QUESTION: ... now the latest figures are that
we are 15 percent below the *72 level.

MR. SIMON; No, we always equated 5 percent, 
Bert, as being 15 percent as far as actual physical 
short age of gasoline and 5 percent related to the 
percentage of gasoline that was being produced in the 

1 refinery.

QUESTION: But 85 percent of what you received 
in 1972...in the month of February.

MR. SIMON: Would you agree that if we used 
the demand figures for 1973 and the demand so far in 
1974 and added it on to the 15 percent that that would 
answer your question, as nearly as you could on the 
extent of the total shortfall? What demand has grown# 
in other words —  pardon me?

QUESTION: (Inaudible.)

MR. SIMON; But that's what we*re talking about, 
about the total demand has risen and what the shortfall is. 
W e 1 re distributing 15 percent. The demand has fallen 
since the b e g i n n i n g —  actually, since the end of *73 
when we started this program. And if I remember the year 
1973 —  and I don't have these numbers here, that's why 
it was my judgment based on my memory -- it was about 
3 1/2 percent, the growth last year. So that falls right 
in the 15 to 20 percent shortfall. But we will provide 
you with this data. We'll have that written up in Q & A 
form.

QUESTION: (Inaudible.)

MR. SIMON: Basically, I went in to talk to the 
President to report to him, as he directed me to do last 
Wednesday, on this success that we are going to have in 
implementing the program of alleviating the lines at 
gasoline stations. That's number one.

Number two, we talked about the legislation# 
as far as it has been languishing on the Hill, everything 
that we need to get on with our longer range job of 
self-sufficiency. And, more importantly, really I don't
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go in there to take his time to just gossip. The foreign 
policy aspects of this, and the lifting of the embargo 
I am interested in just as any human being. But I was 
in there today to talk business with him.

QUESTION: On this matter of growth rate, is 
the fact of high growth rate —  the one-shot injection 
will simply relieve that for a week or two, then next 
month we come back —

MR. SIMON: No, we are—  here again we are 
going to equalize as the months go by.

MR. SAWHILL: We have an administrative 
procedure whereby the companies themselves, certified by 
us, can make these adjustments into the high growth areas. 
Admittedly, it takes a little while for this procedure to 
get into effect. But we've expedited it. And it's one of 
the reasons we have called the companies in here: to make 
sure they understand how it works.

MR. SIMON: And it's not all high growth areas, 
because you can't call New York City a high growth area.
I would say that is a change in buying habits, the way 
people are buying a lot more in New York City, and the way 
people are staying around rather than buying it out in 
the country where they might have gone to the country on 
week ends, et cetera. So it's been a combination of both. 
No one single reason.

QUESTION: Where would you expect the effects
to be shown?

MR. SIMON: Well, we are going to start that —  
that will be commenced in March. I won't say it would be 
perfected in March, as far as the equalization is concerned. 
We are going to continue to work with the Governors and 
the states, and the percentages using their data and our 
data. The data that we have that industry supplied of 
what goes into those various states, and the data of what 
is supplied and what is consumed, based on the sales tax 
records. So I would hope that we would make a major step 
in this direction this week.

QUESTION: Mr. Sinert, you are calling for
Congress to amend the (inaudible) Act. What other plans —
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MR, SIMON: Basically, as far as the allocation 

program, we need more flexibility as far as backing out 
potential imports are concerned. We are in this bill,' 
creating the allocation of crude, inhibit ing imports, 
because the person has no incentive to import when he *s 
got to share it with everybody.

MR. SAWHILL: And over and beyond that it; 
requires, as far as crude oil, to ship to those refiners 
that can maximize production of gasoline, the more efficient 
refiners, to smaller, less efficient refiners that can't 
maximize the production of gasoline. So it reduces our 
overall gasoline production.

QUESTION: Outside of the crude aspect, is there 
anything else —

MR. SIMON: Not at present, no, sir. 

QUESTION: (Inaudible.)

MR. SIMON: We were going to make these figures 
available to you. We've listed today on our —

QUESTION: (Inaudible.)

MR. SIMON: W e '11 be glad to .—  w e '11 have all 
those numbers before the week is out.

QUESTION: (Inaudible.) ’

MR. SIMON: Pardon?

QUESTION: . (Inaudible.) r

MR. SIMON: Kentucky was one of the states wl; 
we had started redistributing on February 9th, up to 2 
percent, the oil companies themselves. Kentucky didn't 
appear to our teams to have significant problems in their 
metropolitan areas. The Governor needed the 2 percent 
set-aside addition.

QUESTION: (Inaudible.)

MR. SIMON: This is basically where We are 
attempting to help them by alleviating the lines that 
they have to wait in to make gasoline available.
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Now, in the discrimination press release, if 
you will read that carefully, where we attempted to 
clarify some of the misconceptions that people had, 
where Congress clearly mandated that we could not 
discriminate between classes of users, they can establish 
priorities. But within the priorities that they established 
for their regular customers, they must treat everybody 
equally. Now, doctors, et cetera, should be in a priority 
class, and they are indeed handled that way in many 
states.

QUESTION: (Inaudible.)

MR. SIMON: Available supply. Those figures 
basically came from the, what we call Form 1000, the data 
that the oil companies submit to us on the supplies that 
they are going to put into the state based on their 
allocation fraction. We added all those up, and that's 
the available supplies for those states. And then we went 
out and checked the data with the states as to what their 
figures showed their states received, and so we tried to 
make it as compatible as possible.

QUESTION: (Inaudible.)

MR, SIMON; Well, it depends on exactly the 
specific. But anything that was not normal business 
practice prior to —  and that's very clear in the 
Congressional mandate —  what was not normal business 
practice would be considered discrimination. Wouldn't 
you say that, Mr. General Counsel?

VOICE: The specific uses to which you refer
need not necessarily be discrimination.

(Simultaneous discussion.)

MR. SIMON: That need not necessarily be discrimination, , 
but if there are exceptions granted for some classes of 
customers and not for others, then that very well might 
be a case for discrimination. What we were seeking to 
do in the fact sheet that has been passed out to you is 
to articulate some of the rationale n f basic fairness 
which we are seeking to use in operating that portion of 
the program.

QUESTION: If there is a minimum payment and tne#
is only a small amount of gasoline, doesn't that violate 
the price regulations?



VOICE: If someone seeks to charge a price
for gasoline in excess of the gasoline that he actually 
(inaudible) than that's a price in excess of the permit­
ted price under the regulations.

QUESTION: Over the weekend Mr. Bonner (?) of
Gulf Oil accused you of being disorganized and having 
severe problems administering their allocation program 
through the regional office. Do you have any comment 
on that?

MR. SIMON: I don't know about disorganization.
We are an agency that is, I guess, two and a half months 
old at this point. The formulation of any agency is a 
difficult thing and there is going to be some confusion, 
especially when you are going to have the agency based 
in seven or eight different buildings around town. I am 
not suggesting that that is very easy to administer; I 
am suggesting that one o f  the ve ry  f i r s t  a c t s  we took  when 
we took  over on December 1, was to  make su re  we beefed up 
the a l lo c a t io n  program  and w ith  p r o fe s s io n a l  and d e d ica te d  
peop le  we would s t a r t  o u t and con tin ue  a job  never t r ie d  
b e fo re  in  the U n ite d  S t a t e s ,  to  a l lo c a t e  sh o r t  s u p p lie s  in  
a peacetim e p e r io d . We had no precedent. We have had 
problem s. We have had grow in g  p a in s  and we are  t r y in g  to  
hand le  a c r i s i s . a t  the same tim e. And we are  w ork in g  
t e r r ib l y  hard  and I  th in k  m ost o f  the  tim e I  have go tte n  
from Congressm en, and I  even g o t  one from Hugh S c o t t  t h i s  
m orn ing, a le t t e r  th a t  s p e c i f i c a l l y  applauded our r e g io n a l  
o f f i c e  h e ad quarte rs in  P h ila d e lp h ia  and c i t e d  many in s t a n ­
ces o f  c o o p e ra t io n  from them. We con tin u e  to  g e t  
co o p e ra t io n  from everybody in  the a l lo c a t io n  area.

M ost m ajor o i l  com panies are  c o o p e ra t in g  f u l l y  
in  l e t t e r  and in  s p i r i t  w ith  ou r r e g u la t io n s .  In  recen t  
weeks the G u lf  Company s ta n d s  a lo n e  in  a d o p tin g  a hard  l in e  
o f r e s is t a n c e ,  n o t o n ly  to  the s p i r i t ,  b u t perhaps to  the  
l e t t e r  o f  the r e g u la t io n .  We are in v e s t i g a t in g  re p o r ts  
r i g h t  now th a t  G u lf  i s  r e fu s in g  to  re tu rn  to  i t s  base p e r io d  
o f  a l lo c a t io n .  I t  has moved o u t o f  c e r t a in  a re a s .  We have 
had many re p o r ts  from the r e g io n a l  o f f i c e  th a t  G u lf  i s  
a c t in g  s lo w ly  in  the p ro c e ss .  They are a l lo c a t in g  g a s o l in e  
to  t h e i r  own s t a t io n s  and t h i s  i s  h a v in g  a d e le te r io u s  e f fe c t  
on the  independents. We w i l l  lo o k  in to  t h i s  and change i t  
i f  i t  i s  tru e .

G u lf  O i l  Company in s t i t u t e d  a s u i t  on the crude  
o i l  a l lo c a t io n  program . I  th in k  i t  o ugh t to  be a g a in s t  
C o n g re s s , who are  c le a r ly  the ones who p asse d  the law. We 
are  o n ly  a tte m p tin g  to  e f f e c t ,  as e q u ita b ly  as p o s s ib le ,
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and our own attorney#  B i l l  Walker# G enera l Counsel# has n> 
met w ith  the G u lf  a tto rn eys#  and they are  t a k in g  a narrow  
view  o f  a l l  o f  the r e g u la t io n s  we have p r in te d .  And they 
are g o in g  to  r e s i s t  us a t  every  tu rn .

As I  sa y ,  they stan d  a lo n e  among the o i l  
com panies. Many o th e r o i l  companies con tin u e  to  cooperate  
f u l l y .  B i l l  c i t e s  an example and an announcement. They 
s a id  they c a l le d  fo r  a h e a r in g  and were den ied  one. I  
have a le t t e r  from Mr. Bonner r i g h t  here# th a t  su g g e s ts  a 
m eeting where we cou ld  d is c u s s  o r a l l y  some o f  the problems 
o f  a l lo c a t io n .  T h is  m eeting was h e ld  two days l a t e r  and 
Mr. S a w h i l l  met w ith  him.

"As you may know# I  am se e k in g  an appointm ent 
to  t a lk  w ith  you o r whoever you d e s ig n a te ,  con ce rn in g  t h is  
p ro p o sa l and n o tw ith s ta n d in g  the somewhat l e g a l i s t i c  
w ord ing o f  the a ttach ed  w ire . G u lf  i s  se e k in g  an oppor­
tu n it y  fo r  d e f in i t iv e  o i l  d is c u s s io n s  o f  a number o f  se riou s  
com m ercial problem s in  the a l lo c a t io n  o f  the crude o i l  
p ro gram ."

We met w ith  them and B i l l  met w ith  t h e ir  
a t t o m ie s .  They con tin u e  to  be r e s i s t a n t  and undu ly  —  
B i l l #  do you want to  comment on th a t?

MR. WALKER: T h e ir  o b je c t io n  has been to  the  
mandate imposed on us b y tth e  C on gre ss to  a l lo c a t e  crude  
o i l  and re f in e d  petro leum  problem s in  such a fa sh io n  —  
in  the case o f  g a so lin e #  to  re q u ire  them to  se rve  customers 
as p re v io u s ly  served  in  1972. In  some m arke tin g  areas  
they are  n o t c u r t a i l i n g  t h e i r  o p e ra t io n . G u lf  i s  n o t alone 
in  t h i s  s i t u a t io n .  O ther companies f in d  them se lves s im i­
l a r l y  s itu a te d #  bu t we have re ce ive d  commendable cooperat- 
t io n  from a l l  com panies.

QUESTION: You d o n *t  say  much about the crude 
o i l  a l lo c a t io n  program . I t  appears some o f  t h e i r  com plaints 
are r e a l ly  ve ry  s im i la r  to  some o f  your c o m p la in ts?
R i g id i t y  o f  the law ?

MR. SIMON: I f  Mr. Bonner w ould pay a tte n tion #  
he would f in d  ou t I  was c r i t i c i z i n g  t h i s  b e fo re  him.

QUESTION: The B la c k  community i s  c r i t i c i z i n g  
the energy o f f i c e s  in  s e n s i t i v i t y  to  the needs o f  s p e c ia l  
problem s o f  the poor. Are you aware o f  the c r i t i c i s m  and 
the c r i t i c i s m  th a t  th ere  i s  no departm ent w ith in  the Energy 
O f f ic e  which d e a ls  w ith  the problem s o f  the poor?
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Are there any intentions to set up a special

department?

MR. SIMON: I  met w ith  the Urban C o a l i t io n  over  
a month ago# to  d e a l w ith  some o f  these  d i f f i c u l t i e s .  We 
are com p le te ly  s e n s i t iv e  to  t h i s  problem , and an y th in g  you  
b r in g  to  our a t te n t io n  th a t  shows d is c r im in a t io n ,  i f  i t  
re q u ire s  a s p e c ia l  o f f i c e ,  we w i l l  s e t  a s p e c ia l  o f f i c e  up. 
But we w i l l  d e a l w ith  th a t  a t  the h ig h e s t  le v e l  o f  the  
Federa l Energy O f f ic e ,  r i g h t  a t  t h i s  p o in t .

So, any problem s y o u 've  g o t  in  t h i s  a re a  I  w ish  
you would address in  s p e c i f i c s  to  us and we w i l l  do some­
th in g .

QUESTION: The go ve rn o rs o f  the v a r io u s  s t a te s  
c ite d  today have the power o f  a l lo c a t io n ?

MR. SIMON: Yes. T h is  a d d it io n a l  a l lo c a t io n  i s  
g o in g  to  be the same as the s a t i s f i e d  they have under our  
re g u la r  program , th a t  they can d e l iv e r  i t  w ith  complete  
d is c r e t io n  to  the are as in  t h e ir  s t a te s  h a v in g  problem s.

QUESTION: For example: in  V i r g in i a  the 3 pe rcen t  
in c re a se  today in  r e a l lo c a t io n ,  i s  th a t  the 146 m i l l i o n  
g a l lo n s  o f  g a s o l in e ,  o r  does th a t  146 m i l l i o n  g a l lo n s  o f  
g a s o l in e  go up 3 p e rce n t?

MR. SIMON: 146 i s  the base number used. I f  you  
look  a t  the l a s t  column i t  shows the numbers o f  g a l lo n s  to  
be d e liv e re d .

QUESTION: A d d it io n a l to  the 146?

MR. SIMON: Yes, 146 was a lre a d y  g iv e n .

QUESTION: P lu s  7?

MR. SIMON: Yes.

VOICE: Thank you.

(Whereupon, the  p r e s s  b r i e f i n g  was co n c lu d e d . )
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Mr. Chairm an and Members o f  the Committee:

I  a p p re c ia te  the o p p o rtu n ity  to  appear be fo re  you 

today to  comment on the Economic Report o f  the P re s id e n t.

T h is  re p o rt  o u t l in e s  a number o f  m ajor o b je c t iv e s .

I  w i l l  c o n fin e  my comments to  those  item s which h e lp  s t ru c tu re  

a com prehensive energy program  a b le  to  d e a l w ith  the cu rre n t  

sh o rta ge s  and a ls o  r e - e s t a b l i s h  our a b i l i t y  to  be s e l f -  

s u f f i c ie n t  in  energy. I  would l i k e  to  d is c u s s  some 

immediate sh o rt-te rm  e f fe c t s  o f  the c r i s i s ,  some lo n g e r -  

term e f fe c t s  and t h e ir  r e la t io n  to  energy s e l f - s u f f i c ie n c y  

and f i n a l l y  some comments on your Com m ittee' s stu d y  on the  

Budget.

Problem s o f  i n f l a t i o n ,  unemployment and b a lan ce  o f  

payments have been our m ajor economic concerns fo r  many 

ye ars. They have now been jo in e d  by another problem —  

shortage  o f  en e rgy— which w i l l  d r a m a t ic a l ly  a f f e c t  a l l  the  

othe rs i f  we pe rm it i t  to .  A l l  o f  us are w e ll aware o f  the  

energy sh o r ta g e s  p r e c ip it a te d  by the o i l  embargo. However, 

these are  m erely symptoms o f  lo n g -te rm  problem s which  

have been b u i ld in g  fo r  many y e a rs  and w i l l  n o t s im p ly  

va n ish  when the embargo i s  l i f t e d .
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We have been r a p id ly  d e p le t in g  our non-renew able  

petroleum  fu e ls  w h ile  f a i l i n g  to  deve lop  any adequate  

a lt e r n a t iv e  sou rce s  o f  energy. We have been o p e ra t in g  under 

the assum ption  th a t  cheap, abundant energy would a lw ays  

be a v a i la b le .  T h is  has c o n tr ib u te d  to  w a s te fu l p a t te rn s  

o f  energy consum ption and in s u f f i c i e n t  in c e n t iv e s  to  deve lop  

adequate dom estic  re so u rc e s.  As re ce n t even ts have shown, 

t h i s  has l e f t  us ve ry  v u ln e ra b le  to  any in te r r u p t io n  o f  

the im ports  we have come to  r e ly  upon.

Sh o rt Term Problem s

Today, I want to discuss some of the short-term 
problems caused by the oil embargo and what our national 
policy should be to minimize its effects.

F i r s t ,  however, I  w i l l  ad d re ss  the immediate s h o r t ­

term o u t lo o k  fo r  fu e l  s u p p l ie s .  Because o f  the m ild  

w in te r  there  w i l l  a lm o st c e r t a in ly  be no sh o rta g e s  o f  home 

h e a t in g  o i l  and our r e l a t i v e l y  la r g e  s to c k s  o f  d i s t i l l a t e s  

p ro v id e  us w ith  g re a t  f l e x i b i l i t y  in  d e a lin g  w ith  

the ch an g in g  sh o r ta g e s  o f  the s p r in g  and summer. M ajor  

c o n se rv a t io n  e f f o r t s  con tin u e  to  be e s s e n t ia l ,  p a r t ic u la r ly  

in  the consum ption o f  g a s o l in e  and r e s id u a l  fu e l.  Our 

a t te n t io n  i s  now fo cu sse d  on in c r e a s in g  the s u p p lie s  o f  

g a s o l in e ,  a v ia t io n  j e t  fu e l,  and r e s id u a l  fu e l o i l s  to  

prepare  fo r  the expected summer demand in c re a se s .  Presum ing  

the  embargo rem ains in  e f f e c t ,  our cu rre n t  fo r e c a s t  o f  

o v e r a l l  sh o r ta g e s  fo r  the second q u a rte r  o f  1974 i s  about 

16 p e rce n t o r  2.8 m i l l i o n  b a r r e ls  per day. T h is  f ig u r e  i s
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based on unrestrained demand and does not give effect of 

price elasticity or embargo leakages. We are still 
studying the impacts of these factors and will publish a 

comprehensive estimate by mid-March. But based on unrestrained 
demand, the individual shortages would be 12 percent for 

gasoline, 27 percent for aviation jet fuel, 6 percent 

for middle distillates, and 32 percent for residual fuel 
oil. This is the overall deficit between supply and unre­

strained demand for the second quarter based on the usual 
expected demands during this quarter minus the estimated 

actual supplies including imports, plus the amount necessary 
to rebuild stocks in order to avert more serious gasoline 

and residual fuel shortages in the high-demand third quarter.

A recent study by FEO showed that if the embargo were lifted
and pre-embargo shipments resumed beginning in April, the total

shortfall - based on unrestrained demand - would be about 8%.

The individual shortages would be 4% gasoline, 13% jet fuel, 3% middle

distillate and 16% residual. Managing a shortage of this magnitude
will continue to require major conservation programs by both business
and consumers as well as a continuation of our oil to coal switching 
Program for utilities.

Our main concern is still to minimize impacts on industrial 

output and the employment situation. The past months have shown 
that reductions of 15 to 20% in total fuel consumption can be

achieved without severe economic dislocations. We are continuing 
the development of conservation and allocation policies to deal with 
Portages of these magnitudes. What has not been determined is the

n9er term effects of this level of shortage on the general economy.
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The 1974 Economic Report of the President indicates the 
possibility that prices might rise enough to clear the market 

and .eliminate the shortacre. While this may be appropriate
for the long term, in the short term we do not intend to let 

prices alone ration fuel supplies. We must protect the interest 

of the consumer at a time when world prices have risen to heights 
which do not reflect long run demand-supply relationships. 

Therefore, we will continue to control the prices of "old"oil 
and are considering price controls on "new" oil and oil from 
stripper wells.

The short-term strategy of FEO has been to allocate our 

fuel resources as equitably and effectively as we can, and to 

respond decisively to exceptions not covered by our regulations 

as they arise. The 1974 Economic Report stresses the Administra- j 

tion1s determination to manage the energy shortage so as to keep 

loss of jobs and production to a minimum. To do this, it will 

be essential to provide, or permit, incentives to maximize imports, 

domestic exploration and production, as well as providing rapid 

fuel shifts to key industries. Different strategies, however, wilil 
be necessary to provide a longterm solution to the energy problem. I 

Longer Term Problems. Domestic energy supplies have increasingly 

fallen behind energy demands since 1949, the first year that the 

United States moved from being a net energy exporter to being a nel 

energy importer. More importantly, over the last 15 years, the 
rate of growth in energy production has constantly decreased while I 

the rate of growth of demand has constantly increased. Thus, the 

gap, which has been met by imports, has been widening at an ever-

increasing rate. Over the last three years, demand has
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grown by over 5 percent per year while domestic production 

has increased only about 3 percent per year.

As a result, domestic sources, which provided 95 percent 
of United States energy in 1960, and 88 percent in 1970, 

provided only 83 percent in 1973. More significantly, 
the percentage of petroleum imported doubled over the 

same period. In absolute terms, the quantity of petroleum 

imported nearly quadrupled. Forecasts, made prior to the 
embargo and subsequent crude oil price increases, predicted 
that the United States would import over 43 percent of its 

crude oil and petroleum products requirements in 1980 at 

costs exceeding 17 billion dollars, based on 1972 import 
oil prices.

Were we to import all the oil predicted by these forecasts 
at present prices, the total outlay would double or triple.
This outflow of funds would have a staggering effect on our 

economy and our balance of payments, even if the oil-exporting 

nations were to invest a substantial portion of these revenues 
back in the U.S. economy. We do not intend to let this 

situation develop. We intend to find low-cost oil production 

methods or substitutes. National security considerations, 

indicate that using domestically-produced oil (or substitutes) 

that cost somewhat more than the equivalent imports, may be a 

better course than growing reliance on foreign imports.

We have also just found that we can no longer count on 

importing as much oil as we need, even at any price. Thus,
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for the twin reasons of national security and balance of 

payments, we must reduce our dependence on oil imports.
This is why the President established in November a new 

national goal of energy self-sufficiency by the end of 

this decade. We feel that the thrust of Project Independence 
is essential to both short and long term solutions to the 

energy problem. I would now like to discuss Project 

Independence, what it means to us, its objectives and how 
they can be achieved.

Project Independence

The first major thrust of Project Independence is to 
eliminate waste and conserve energy resources. We cannot 

wait for the normal market forces to reduce demand as 
prices rise. We must adopt energy conservation and demand 

curtailment as a long-term individual and collective 
ethic now, and not simply as a temporary expedient to be 
followed during this period of acute shortage. This will 

mean lighter and less powerful automobiles; lower speeds 
on our highways? reducing heat losses in our homes; fewer 

empty seats on our public transportation? less waste in 

our industrial processes and powerplants; fewer throwaway 

containers. These measures will enhance rather than detract 

from our economic well-being and standard of living. Our 
goal is to cut our annual energy consumption growth rate 

from the present 5 percent to 3 to 3.5 percent by 1980. This 
could save as much as 6 million barrels of oil equivalent per day
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We also plan to do considerable research aimed at permanently 

reducing energy consumption. For example, better insulation 
of houses, more efficient automobile engines, and more 
efficient power cycles can save energy without causing 
economic or social dislocation.

The second major thrust to Project Independence is 
to stimulate the development of existing domestic energy 

resources as well as alternative new sources. Specifically, 
our program will include the following:

•We must develop our coal reserves more effectively.

We have 1.5 trillion tons of identifiable coal reserves, 
one-third of which are economically recoverable now. We 

roust utilize this abundant resource. We need to mount 

major research and development efforts in coal gasifica­

tion and liquefaction. Simultaneously, we must develop 

and use techniques for mining coal that do not scar the 

landscape permanently or endanger the health and safety 
of miners.

•We have talked for years about the production of oil 
from our oil shale. There is an estimated 1.8 trillion 
barrels of oil in the U.S. shale resources which 

could satisfy our oil needs for over 100 years. We need 

an increased effort by both the Federal government and 

private industry to develop this potentially productive 

resource. Some have estimated the in-situ processes for 

extracting shale oil would make it possible to produce oil 
close to the current cost of Persian Gulf crude. In-situ
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extraction should also have minimal impact on the environment 

and its development must be expedited.

•We must also push forward in the development and 

utilization of nuclear power. Currently, nuclear power 

provides less than one percent of our energy needs after 30 

years of development. It could easily provide 10 percent 
by 1985. We must take every step to expedite the licensing 

and construction of nuclear powerplants which are an 
essential part of our program for achieving energy self- 
sufficiency. We will also develop a broad nuclear program 

which looks toward liquid metal and other breeder reactors.

In addition, top priority will continue to be given to 
assuring that nuclear power plants are built and operated 

safely with acceptable environmental impact. We must convince 

government policy makers and the public that nuclear reactors 

are safe and waste disposal problems can be solved.

•We have also talked for years about development of 

such relatively distant alternatives to fossil fuels as 
fusion, geothermal and solar energy. For the next decade 

these alternatives are still very much in the research and 

development stage of growth and they could not come into 
widespread use until after 1990. Nevertheless, although 

we will invest in the development of these alternatives, 
at the same time we must focus now on nearer-term measures 

for expanding energy supplies.
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In summary, then our long-term policy must be to

greatly accelerate these energy related research and develop-
; v o j  .jpjis 1 0  -■*.i n -  *v’ i?' i ^  a- o l l c i i i o  ■ n o j £'$:■ &j. i^ q iti*.

ment programs. This is where the major budget impact occurs.

The President proposes Spending over $1.8 billion in this

area in 1975 compared to $700 million in 1 9 7 3 . This will

be complemented by an even larger investment by,the private
sector.-.; v. j .... ¡mi ,,v ..n.-<0| % >v

Joint Economic Committee Study

An integral contribution to Project Independence 
objectives must be a program of tax initiatives designed to 
provide incentives for energy conservation and domestic 

resource development. Several such initiatives were 

presented in the Joint Economic Committee'S- staff study 
"The 1975 Budget.: An Advance Loo k .f The Energy section 

of this study refers to four possible, types of taxes . .. 
designed to reduce energy consumption: an increased 

excise tax on gasoline, an excise tax on crude oil, a tax 
on all energy sources, and an excise tax on excessive 

residential energy uses. We are currently studying these 

propositions and other alternatives. Any of these taxes, 
or combinations of them would undoubtedly have some 

effect on demand and would induce conservation. What is 
lacking at this point is a quantitative insight into the 
effectiveness of such measures and their effects on the 

general economy and we are attempting to quantify these 
effects. A further issue is how the revenue raised should 
be used. Your staff study indicates that a 30 cent tax on

gasoline could yield $16 billion and suggested that this
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revenue might be applied to such programs as unemployment 

compensation, public service employment, or aid to State and 

local governments. I feel that if such a tax were enacted, we 

should also consider using such revenues on energy related 

initiatives. For example, I think we should positively encourage 

energy-resource development and investment and research into 

alternative energy sources. By doing so, we could accelerate the 

rate of private investment, In addition, funds raised in this way 

could be used to promote conservation practices such as allowing 

tax incentives to homeowners for installing insulation, and 

subsidizing mass transit.

This finishes my prepared statement. I will be happy to 

answer any questions the Committee may have.
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FOR IMMEDIATE RELEASE February 22, 1974
TREASURY ANNOUNCES REGENERATIVE BLOWER/PUMPS 

FROM WEST GERMANY
ARE BEING SOLD AT LESS THAN FAIR VALUE

The Treasury Department announced today that regenerative 
blower/pumps from West Germany are being, or are likely to be, 
sold at less than fair value within the meaning of the Anti­
dumping Act of 1921, as amended. These regenerative blower/ 
pumps have various industrial applications including the 
powering of pneumatic conveying equipment, drying plastic 
pellets and powering of dental aspirators. Notice of the 
determination will be published in the Federal Register of 
February 25, 1974.

The case now will be referred to the Tariff Commission 
for a determination as to whether an American industry is 
being, or is likely to be, injured. In the event of an 
affirmative determination, dumping duties will be assessed 
on all entries of regenerative blower/pumps from West Germany 
which have not been appraised and on which dumping margins 
exist.

A notice of "Withholding of Appraisement" was issued 
on November 23, 1973, which stated that there was reasonable 
cause to believe or suspect that there were sales at less 
than fair value. Pursuant to this notice, interested persons 
were afforded the opportunity to present oral and written 
views prior to the final determination in this case.

During the two-year period of 1972-73, imports of 
regenerative blower/pumps from West Germany amounted to 
approximately $350,000.
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¡Department of th e T R E A S U R Y i

FOR IMMEDIATE RELEASE February 27, 1974

TREASURY OFFICIAL GIVEN LEAVE TO HEAD RESEARCH 
IN NEW PRIVATE PHILANTHROPY STUDY GROUP

A treasury Department official, Gabriel G. Rudney, has 
been given a leave of absence to serve as Research Director 
of the newly organized Commission on Private Philanthropy 
and Public Needs, it was announced today.

Mr. Rudney was named to the post by John H. Filer, 
Chairman of the Board, Aetna Life and Casualty Company, who 
is serving as Chairman of the Commission.

The work of the Commission, the formation of which was 
initiated by John D. Rockefeller, 3rd, has the endorsement 
of Chairman Wilbur D. Mills of the House Ways and Means 
Committee and Treasury Secretary George P. Shultz and Deputy 
Secretary William E. Simon.

Primary purpose of the Commission, headquartered in 
Washington, is to study the role of private philanthropy in 
the United States and develop recommendations on how it might 
be strengthened. Leonard L. Silverstein, an attorney, is 
Executive Director.

Mr. Rudney, who served as Assistant Director, Office of 
Tax Analysis at Treasury, was responsible for development 
and evaluation of tax legislation in social and economic 
areas.

He completed his undergraduate work and earned his M.A. 
degree in Economics at the University of Chicago, and was 
named a Federal Executive Fellow of the Brookings Institution 
in 1967-68.

A native of Newark, N. J., he is married and has two 
children, ~a son attending the University of Michigan and a 
daughter at the Sidwell Friends School, Washington, D. C.
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VOICE: We had a littleXerox machine problem this 
morning in three different buildings and we will have our handouts 
ready in probably another ten minutes. You probably heard his 
czarship has left town, so we decided to have a news conference 
to introduce you to these new, spacious surroundings.

What happened, a few days ago a high-level government 
official announced that the energy crisis was about over, and 
that the long lines at the gasoline stations would cease here 
in the next few months. So his Czarship is out of town looking 
for a job.

(Laughter)

He is looking for a —  some kind of cotton-picking 
job down south,

(Laughter)

With that I will introduce the assistant czarship, 
John Sawhill.

DR. SAWHILL: Well, I have got some things to 
talk about this morning and I expect you have some questions 
you want to ask me. If you will just give me a few minutes 
to describe the situation as I see it this week, then we 
will get to your questions.

I think the first thing I would like to address 
myself to is gasoline. As you know, we are having acute 
shortages that are persisting in certain areas around the 
country. We are very aware of these. I am happy to announce 
today that we are going to begin some action that we think 
will be a step in the direction towards alleviating these 
shortages.

Basically we think there are four things we can 
do to relieve shortages. First, we can assist the states 
in shifting gasoline from those areas in the state which 
have sufficient gasoline to other areas where shortages are 
existing.

I was in New York last week, up in Rochester. I 
found generally there were sufficient supplies, there were not 
long lines. In New York City, on the other hand, there have 
been significant shortages. This is the case where I think 
some intrastate shifts are possible.

Secondly, we can work with the state governors 
and make sure they clearly understand how to use their 
state set-aside which gives them a vehicle for relieving
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acute shortages in local areas. Thirdly, we can shift addi­
tional supplies into the states, but this of course means 
shifting supplies from other states, and in order to do this, 
we have to make sure that we have an adequate amount of in­
formation available to us so that we can treat every American 
going to the gas pump to buy gasoline in an equitable fashion.

Finally, we can work with the states and with 
local communities to help them manage the shortage more 
effectively to work with the states and to insure we have 
adequate information and to insure that the states and the 
Federal Government agree on the information available to us, 
and to help the states develop means of managing the shortage 
more effectively and to insure that states know how to utilize 
the programs that we have announced and understand our 
regulations.

We are today dispatching teams to 19 states and 
the District of Columbia. These teams will consist of 
officials from the Federal Energy Office, and from our 
regional offices, and they will specifically be moving 
into the states with an action orientation, working with them 
on checking the reliability of the state data, showing them 
the data that we have available to us, making sure the states' 
governors understand how to use our program, understand what 
our regulations mean, understand what we can do together to 
move supplies around in the states.

The purpose, as I said, is to insure the American 
people that all Americans are treated equitably at the gas 
pump. We are attempting to estimate for a state t h e '74 re­
quirements for gasoline and compare this with the *74 supplies; 
moving into the states.

In order to estimate the 1974 requirements, we 
are looking at the comparable month in 1973 and determining 
exactly what the súpplies were at that time and we are ad­
justing that figure by a growth factor, and that growth factor 
is the increase in motor vehicle registrations. As soon as 
we have gotten this data assembled and gone to the states 
and made sure the states agree with the data, then we will 
be in a position to really understand exactly what the 
situation is around the country.

That is why we are sending these teams out so 
that they can work with the states, they can help the states 
understand our regulations, and they can check and verify 
this data. Last week we had a team in Connecticut. As soon 
as we get our teams up into the other parts of New England 
and those states are included in the 19, we will be 
determining whethejr or not the additional allocations are 
necessary for New England.
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Now as far as managing the shortages are concerned, 
we have been meeting over the last day with a group of 
12 retail dealers representing dealers around the country, 
and we have been discussing with them various ways of helping 
relieve this panic buying we see and reduce the lines we are 
experiencing around the country.

We are going to be going out to the states again 
with guidelines, asking them to establish minimum purchase 
requirements, either purchase requirements relating to a 
half a tank; that is, having people not be permitted to 
purchase gasoline when they have more than half a tank, or 
a $3 minimum or a $4 minimum, whatever seems appropriate 
for the particular state or locality.

Secondly, we are going to be suggesting to them 
some plans of staggered hours of operations, because we 
found in some areas that people that work at unusual hours 
are having difficulty buying gasoline since stations are 
only open in some cases for very short periods during the 
day.

What we want to do is to assure people, regardless 
of what their working hours are, that there will be gasoline 
stations open for them at those hours; and most importantly, 
we are asking local communities under state leadership and 
guidance to establish information systems such as having 
local radio stations, or local television stations, 
or perhaps local newspaper broadcast or write, or publish, 
when the hours of operation are open for a particular station.

We are also going to be suggesting to the states, 
as they adopt the odd-even plans, which we find are working 
effectively in some states, certainly, that they have 
Saturday become a free day or an open day, so we don’t 
have situations where, if there are two odd days on either 
side of a Sunday, when we have asked gasoline stations to be 
closed, that people have to go without gasoline *for three 
days in a row.

Turning now to the truckers, we have heard reports 
from around the country that truck stops aren't getting 
sufficient fuel. I spoke with Frank Fitzsimmons on the 
telephone this morning and told him that I was today sending 
telegrams to the major oil companies, directing them to 
immediately begin making interim allocations of fuel to the 
truckers. We will proceed on this immediately;.
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There's going to be no red tape involved. We 

are going to get fuel out to the truck stops. :

The propane situation is another thing we have 
discussed in the past. In the past week we have sent 
investigating teams out’ in the country* We have found some 
illegal marketing and pricing practices; and it's been 
resulting' in Some exorbitant prices that we have seen charged 
to the American public.

For example, we found a firm that- by restating 
its May 15, 1973,selling price, was overcharging propane 
customers by over $2 million. That kind of thing just 
cannot be allowed to happen, and it won't be allowed, to 
happen.

Today we are dispatching an IRS strike force , 
to conduct a nationwide review of the propane industry to 
determine' exactly what the situation is and to correct ai>d 
identify problems; and if we find cases of violation, we 
are going to prosecute them.

This afternoon we will be meeting with the 
26 leading companies in the propane industry to review 
the propane situation, to explain our regulations to them, 
and to asses s'- the possibilities for price reduction.

Following' that meeting, for any of those of you 
who are interested, we will be reviewing the result with 
the press and we will have a press release announcing our 
actions,

The airline situation continues to be a difficult 
one. As I hive said in the past, the Cruder program, by taking 
crude away from the major refiners and shifting"it to some 
of the smaller refiners which don't have facilities for 
making s u f f ic ie n t  amounts of jet fuel, has resulted in 
reduced allocations to the airlines for February.

Today wé are directing;an increase in refinery 
yields by six-tenths of 1 percent; and we are directing the 
refiners to immediately begin drawing down inventories to 
supply the airlines with their proper allocatiohs.

In February of '74, inventories of jet fuel 
are some 28.6 million barrels, that is about 29 days1 supply. 
Last yekr at this’ time they Were about 26 million barrels, 
or only 24 days1 supply3. ’ ' Pi m  ;■/.->
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We have sufficient inventories and we are going 
to move these out to the airlines in the interim as the 
refinery shift begins to go into effect.

We also are announcing in the package of materials 
we will be handing out to you the fact that tomorrow 
we will be submitting to the Congress an energy information 
disclosure act, an act which will mandate the disclosure 
of energy information to the federal government for all types 
of energy, not just the oil industry, but coal, uranium, 
nuclear, and other types of energy as well.

The situation report we will also be passing out 
to you, you will notice there is a discrepancy this week 
between the figures compiled by the Federal Energy Office 
from Customs Bureau data and figures compiled by the API.
The API figures show imports this week of 4.4 million 
barrels, which is significantly below the level we forecast 
for a fully effective embargo.

Our figures show imports of 5 million barrels 
which is 100,000 barrels a day above the level that We 
forecast for a fully effective embargo.

At this point we have rechecked our figures and 
it appears the API figures are not correct, although we 
haven't had any verification of this from the API.

You have to remember the API only gets their 
information from 50 to 60 percent of the industry where 
we get information on all imports.

I don't think there are any other significant 
points in the situation report.

I should point out that the —  in the situation 
report, that the demand, the reduced demand figures which 
we have been talking about in the past, I think, are 
becoming less meaningful now that we have moved into the 
allocation program. Since we are not putting any more 
supplies out there, the fact that demand is down really only 
reflects the fact that the allocation program is limiting 
the amount of supplies available.

As far as the Washington energy conference is 
concerned, we were encouraged by the commitment to renewed 
cooperation that was reaffirmed at this conference, although 
some differences of views exist, obviously, among nations
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regarding the best way to deal with the international energy 
situation.

We do think the conference was successful in 
establishing a broad framework for future cooperation in 
such areas as conservation, development of alternative 
sources of energy, instituting emergency international 
allocation measures, and importantly, establishing a frame­
work for cooperation of international research and develop­
ment .

We have already had discussion with some countries 
even as recently as yesterday on ways that we could expand 
our cooperation in research and development.

One other announcement that will appear in your 
package is that we will be submitting legislation next week 
asking for modifications in the crude oil allocation program.

This program is forcing shifts, as you know, from 
major refiners in some cases to other major refiners. On 
the buy-sell list, if you have studied it, you notice that 
Gulf, for example, is a seller to Texaco.

It seems to u s , in order to encourage imports 
and encourage continued domestic exploration that the 
program should be modified to take care of the smaller 
refiners.

I don't think at this point we have a good defini­
tion of smaller refiners; but not to force a complete swap 
within the industry.

I think that about covers the material that we 
will be passing out to you.

QUESTION; Mr. Sawhill, with regard to that crude 
oil allocation program, I notice that Cities Service has 
to sell 2 million barrels under the present plan because 
they closed an antiquated East Chicago, Indiana, refinery.
They are claiming that that will reduce their available 
supplies of distillate to their customers to 66 percent, 
because they have been a chronically crude-short company; 
whereas, on the other hand, Exxon only has to sell about
102,000 barrels of crude; and Exxon has dramatically increased 
its market share on the East Coast and other areas.

Will your revisions take into account things like
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closed refineries and so on?

I note that Mobil also is keeping a refinery open 
that it had previously closed in East Chicago, Indiana,
I believe to reduce its liability under the crude program.

What form will those crude revisions take?
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DR. SAWHILL: Well the problem as you mentioned 
and certainly some of the problems we will be considering 
in making our revisions to the program, I can't comment on 
the specific case of Cities Service or Mobil. But obviously, 
the intent, I think of the Congress, and of the Administration, 
is to expand our production of refined products, not to decrease 
it.

We don't want to have a program in place which is 
going to decrease it. On the other hand we have to have 
a program in place which is going to provide adequate supplies 
of crude to the smaller independent refiners. We intend 
to do that.

QUESTION: Mr. Simon promised Connecticut emergency 
allocations Sunday, backed up by Mr. Weber on Monday. Every­
body is expecting today he will be able to tell us how much 
it is and what it will mean.

DR. SAWHILL: We are going to make an assessment 
of the entire New England situation. We will be doing that 
today, dispatching teams into all the major New England states. 
As soon as we have had a chance to assess the whole New England 
situation, then we are going to determine what emergency allo­
cations should be made.

I expect that we would be in a position to comment 
on the New England situation by this weekend.

QUESTION: We understand that whatever action you 
are going to take on propane prices depends upon what the 
propane producers voluntarily agree to do at this meeting 
today, or are you going to tell them?

DR. SAWHILL: We will be meeting with them and 
explaining to them how our regulations work. There has been 
a great deal of confusion about that. Our regulations permit 
them to lower their prices and bank their costs and later use 
these costs against propane at a lower price. I think that 
as we explain the regulations to them and discuss some of the 
atrocious situations that we have uncovered as we have investi­
gated propane pricing around the country, that we will see 
some reduction in propane prices.

But rather than comment more on that at this point, 
I think it would be better to wait until after the meeting 
when we have had a chance to fully assess the situation.

QUESTION: Then you are not going to impose
rollbacks?
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DR, SAWHILL: I think we will see a reduction in 
prices. That is what we want.

QUESTION: Dr. Sawhill, a few days ago on the Hill
Mr. Simon said the FEO was not going to be taking any action 
on a rollback of crude oil prices until Congress did something 
about the stripper well. Now in the last couple of days we 
have heard reports some sort of rollback on new oil by your 
office is imminent.

Could you clarify this?

DR. SAWHILL: The FEO constantly has under considera­
tion rollback in crude oil prices. At this time we are not 
prepared to announce any rollback. We certainly do call upon 
Congress to give us the authority to control stripper well 
prices because we just don't think it is appropriate to have 
new oil prices uncontrolled and stripper well prices uncontrolled.

We have to have the authority to control both.

QUESTION: You don't rule out some sort of rollback
on crude oil?

DR. SAWHILL: We certainly don't rule out a roll­
back at any time, but we are not prepared to make any announce­
ment on that this morning.

QUESTION: Are you saying Mr.Sawhill, would it help
the governors to shift gasoline supplies within their state?
Does that mean you might tell a given bunch of stations, "Sorry, 
your lines have not been as long. You are going to have to add 
a sixty percent pf base than the stations in the big city down 
the road are going to get 80 percent of base."

DR. SAWHILL: No, I don't think it would work 
like that. That is a hypothetical situation. I think what we 
would do would be to direct suppliers that were supplying areas 
in Western New York, which seem to have sufficient supplies, 
to reallocate gasoline from Western New’ York to New York City, 
for example. And of course we are also going to be asking the 
State Governors to use their set-aside program.

As you recognize, three percent of the gasoline 
going into each state can be used at the governor's discretion.
We are urging the governors and I believe have an agreement 
from the Governor of Connecticut to use that set-aside program 
to put that gasoline into those areas where long lines and 
acute shortages have been experienced.

QUESTION: I have three questions for you on diffe^ent
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subjects. One is on the imports. You have a total figure's>' 
but what is the breakdown between crude oil and refined 
products, the FEO figure?

DR. SAWHILL: I think this is in ---

VOICE: I have those here.

DR. SAWHILL: Yes. The crude oil import is two 
million one hundred and thirty thousand barrels a day versus 
API * s figure of a million nine hundred and seventy-five thousand. 
As far as product is concerned, our figure is 2 million 8. The 
API figure is 2 million 6.

QUESTION: The second question ---

QUESTION: Are all figures comparable or —  API 
said earlier they don't count imports in Puerto Rico, the 
Virgin Islands, and Guam.

DR. SAWHILL: These are comparable. As a matter 
of fact, over the past several weeks, they have been almost 
identical. As yet we don't understand the discrepancy.

QUESTION: On the propane question, you said you 
found a very bad situation, atrocious was the word you used.
Are there going to be any prosecutions immediately from your 
studies so far?

DR. SAWHILL: I think prosecutions will come.
We will certainly follow up on the situation we have found.
If it turns out that they warrant prosecutions, yes. We 
will prosecute. I think we are going around the country to 
determine what the situation is.

QUESTION: On the February allotment situation,
that has been very confusing over the past week. When do you 
expect, or if you expect, to issue a revised listing telling 
the states what the allotments for February really are?

DR. SAWHILL: Well, we have a listing showing 
the amount of supplies that suppliers are putting into the 
states in February, according to their calculations based 
on our regulations. We ---

QUESTION: Last week's listing or a revised one?

DR. SAWHILL: This is a list of —  you know, we 
have that information from the suppliers telling us what 
supplies they are putting into the states in February.
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Now what we have got to do now is work with the 
states to ascertain their data and our data are comparable.
We have got to look at those states which are receiving 
in February 1974 a small percentage of what they received 
in February 1973, with this growth factor adjusted.

Until we verify our data with the state's data 
and come to an agreement that this data is indeed accurate, 
and until we have been into the states and really had a chance 
to assess where they are having acute shortages, we don't feel 
that we can do this thing mechanically on some kind of a 
formula.

We have to do it by really getting to the 
states and understanding their problems.

QUESTION: When is that going to be made public?

DR. SAWHILL: As soon as we have had a chance 
to verify our data with the states.
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QUESTION: How long will that be?

DR. SAWHILL: Our teams are going out today, 
the 19 states that I mentioned. We are on the phone 
with the states.

I couldn't give you an estimate of when we 
will have every state completed, but I certainly hope 
over the next week that we can have the bulk of the 
information available.

QUESTION: Mr. Sawhill, the Federal Bureau of
Management in Seattle deals with a region of the Northwest. 
I understand on Tuesday they recommended that we have an 
increase in gasoline supplies going into Oregon because 
Oregon has been shortchanged in comparison with the 
other Northwest states.

He indicated, I understand, in a letter to 
Mr. Simon, that the figures that the Governor sent to 
Mr. Simon this week are accurate and reflect this kind 
of shortage.

Now, are you prepared to act on that recommenda­
tion? Is this another case where you are going to send in 
a team to see what can be done?

DR. SAWHILL: We have to assess every state 
across the nation on the same basis. We basically have 
to use the same approach. We have to assure people in 
New York and Connecticut that they are being treated on 
an equitable basis with people in Louisiana and Oregon.

So we have got to develop a system which I 
have described of looking at February '74's requirement 
versus February '74's supplies and apply this uniformly 
across the nation.

Until we have done this, we can't make an 
allocation to Connecticut or an allocation to Oregon.
We have to ensure uniformity. This is the only way to 
ensure fairness to the American people.

Now, I was on the phone last night with both 
Senators from Oregon as well as Governor McCall. I 
explained the situation to them. I told them we would 
have a team there tomorrow to work with them, to check 
and verify their data, to make sure it was comparable 
with the way we were looking at data across the country.



14

I believe they are satisfied we are taking the 
kind of action that is going to give them supplies they 
are entitled to.

QUESTION: Practically speaking, how are you
going to have this uniformity of supply?

DR. SAWHILL: We achieve uniformity of supplies 
to the extent that the distribution system in the oil 
industry permits it by transferring supplies from one 
state to another state.

QUESTION: Mr. Sawhill, the question of crude
oil allocations. Some independents are complaining they 
are being sold only a very hybrid, uncontrolled domestic 
oil or Mideast oil. Is there merit to that complaint; 
and, if so# what do you propose to do about it?

DR. SAWHILL: Well, we have heard reports from 
independents that they feel they are being unfairly 
discriminated against. I think we have to take a look 
at the whole crude allocation program.

As I said, I think we need adjustments in this 
program. That is one of the reasons we are going to 
Congress asking for legislation.

QUESTION: Mr. Sawhill, on redistribution of
gasoline within a state, is it the FEO that would do that 
or are you going to ask the states to do it?

DR. SAWHILL: Well, I think there are really 
two answers to that question.

Using the state set-aside ttp make a redistribu­
tion in the state, up to the extent of that set-aside; beyond 
that the FEO has to step in. That is why we have to work 
in partnership with the states after we have assessed 
their local situation and local problem.

QUESTION: Mr. Sawhill, the White House says
it encourages healthy debate on the status of the crisis; 
and Herbert Stein said last night he. thinks perhaps ten 
cents a gallon increase in the price of gasoline to dampen 
consumption would be helpful.

The Vice President also said last night that he 
thinks we are probably over the hump that would require 
gasoline rationing.
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Would you comment on these separately and take, 
part in that debate?

DR. SAWHILL: Well, I think we encourage 
healthy debate. That is a good way to start out. I 
think as far as the price situation is concerned that 
Mr. Simon and I both feel very strongly we are going to 
continue to control prices in this country, that we are 
not going to let prices that are within our control, the 
price of old oil, for example —  and we have asked for 
Congress to give us the authority to control stripper 
well oil —  we are just not going to let these prices 
rise to what we have characterized as the emotional 
levels that world prices have risen to.

As far as an’ additional ten cents a gallon,
I don't think at this time that that would be appropriate

QUESTION: Would you comment on the Vice 
President's remarks, please, sir?

He said that he thinks we are possibly over 
the hump that would require gas rationing.

DR. SAWHILL: As far as gasoline rationing, 
we have been hopeful all along we could avoid gasoline 
rationing.

The problems this would cause I have gone into 
previously and won't review with you again.

We are doing everything we can to avoid it. 
That is why we are working with the states, to —  in 
sending out these tfeams to ensure as much as possible 
an equitable distribution of gasoline. That's why we are 
giving the states guidance on how they can stagger 
hours of operation and provide minimum levels so that we 
can eliminate these long lines, and to the extent we 
are successful, we will be able to avoid rationing.

QUESTION: Mr. Sawhill, you have given an
estimate of the chances of gasoline rationing. How do 
you rate that at this time?

DR. SAWHILL: I don't think it would be 
appropriate for me now to change our estimates of 
gasoline rationing. I don't think these probability 
estimates really mean a great deal.

We are working as hard as we can to avoid 
rationing, to give the American people an equitable
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allocation program.

I think if we are successful in doing that, 
that we are going to be able to avoid rationing, 
particularly if we see a relief in the embargo.
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50-50
QUESTION: You said in the past there was

chance. Do you stick by that?

DR. SAWHILL: I don't think we would change our 
estimate of probability. I am not sure that estimate 
means a great deal. I think what means a great deal is 
what we are doing to try to avoid rationing, the teams 
we are sending out, the guidance we are giving to the 
states and the other work we are doing.

QUESTION: There is a significant difference
between your saying there is a 50-50 chance of gas ration­
ing and Roy Ash saying there is little or no chance of gas 
rationing.

DR. SAWHILL: Well, as Mr. Bent has just said, 
there are always healthy differences of opinion within 
the Administration.

QUESTION: That was Mr. Warren at the White House
who said that. I was quoting him.

QUESTION: That six-tenths of 1 percent is of
what?

DR. SAWHILL: That is a refinery shift. In 
other words, we are asking them to make 106 percent of the 
net fuel they made in January.

QUESTION: Aside from the additional 6 percent,
what does that represent in barrels?

DR. SAWHILL: I think it is approximately 100,000 
barrels. Let me get that figure for you.

QUESTION: Okay.

One more related question: In polling 16 oil 
companies that produce 95 percent of the jet fuel in the 
U.S., domestic jet fuel, yesterday, all of them indicated 
that they had quite a large surplus of heating oil, of oil 
that was —  of petroleum that was marked heating oil, but 
it was actually aviation jet kerosene. Is there anything 
going to be done to free some of this for the airline?

DR. SAWHILL: To the extent it meets specifications 
and can be burned by the airlines, we would like to see that 
move out to the airlines. That is one of the reasons that
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in the telegram I am sending to the refiners today, I am 
asking them to release their inventories to the airlines 
so we can get the fuel to the airlines.

QUESTION: I wonder if in the last days before
FEO was established, Governor Love was still in charge of 
energy policy, there were a lot of comments made throughout 
the Administration that seemed at odds with what he was trying 
to do.

In the last three days we have had comments that 
are at least a bit off of what you people are saying. Is 
this a sign that your honeymoon is over with the Administra­
tion?

DR, SAWHILL: I don't know if I would characterize 
it as the honeymoon being over.

I think Mr. Simon and I tried hard to let people 
know what caused the energy crisis. We wanted people 
to know this wasn't caused by the embargo. It was caused by 
a basic imbalance between basic production and domestic 
demand.

Once the embargo is over, we are still going 
to be 38 percent dependent upon the rest of the world for 
imports of crude oil and refined products. We have tried 
very honestly and openly to explain this to the American 
people, to let them know, as the President said, it is 
important to move forward with Project Independence to 
bring on the new supplies so that we can reduce this 
dependence on foreign imports.

QUESTION: Do you think you are trying hard 
enough to explain it to the other members of the Administra­
tion?

DR. SAWHILL: I don't think I should comment on
that.

QUESTION: Just as a starting point, Mr. Simon 
originally said that this point in February, around the 
middle of the month, would be the time when he made his 
decision on gasoline rationing.

Now apparently he is going to put off the 
decision/from what he has been saying. I wonder if you could 
run through the timetable as it now appears, because we



don't have legislation. There is a question about whether 
you have authority to ration gas on your own. I think 
in an emergency you could, some people believe.

Also there is the delay in setting up the ration­
ing machinery. I think what everybody would like to know is 
where we will be when gasoline demand is at its peak, along 
around June or July. The gap between supply and demand 
may be greater then.

DR. SAWHILL: Well, I think probably the best 
way to answer that question is that it is here in the 
middle of February, and we have certainly decided at this 
point not to go with the gasoline rationing program on 
March 1st.

It would take us, we estimate, between 45 and 60 
days to put a rationing program into place. I think we 
have outlined the factors we would use to determine whether 
rationing is necessary.

We are working as hard as we can to avoid ration­
ing, to distribute the supplies equitably. To give the 
American people a sense of fairness with our allocation 
program, to the extent that we can do this, I think we can 
avoid rationing.

Now refiners are beginning to switch over from 
making distillate to making gasoline. This will at least 
maintain the shortage at no worse levels than it is today, 
because while it is true demand rises in the spring and 
summer, I think we are going to see some reduction in that 
rate of demand increase because of the conservation measures 
we put into place.

By the same token, we will see supplies begin 
t-o increase. So certainly we wouldn't expect to see any 
worsening of the shortage. If we can, through ohr alloca­
tion program, distribute this equitably across the country, 
and if we can, by working with states and —  help them to 
manage the shortage more effectively, we think we can avoid 
rationing.
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QUESTION: At the same time, what will the
imbalance be when the air-conditioning system starts to 
operate again in the country? So much of it is locked in. 
Where will the oil be coming from? What will the balance 
be for electric products?

DR. SAWHILL: I think there are two answers to 
that question. The first one is like we went out to the 
American people and asked them to turn down their thermo­
states. This summer we are going to go out and ask the 
American people to turn up their thermostats.

I think we will be talking about 78 degrees 
or 80 degrees in our office buildings and homes this 
summer.

If we get the same kind of response that we 
got to the turning down of the thermostats, I think we 
can conserve enough electricity to permit gasoline 
supplies to be made.

On the other hand, the distillate stocks we 
now have, as I said previously, one of the reasons we 
have avoided switching over more rapidly than we did in 
the past was to build up these distillate stocks so we 
can blend them with residual oil and have adequate 
supplies on hand for the utilities.

Finally, we begin to switch the utilities 
over to coal. We are continuing to work hard on that 
program.

If we get an emergency bill which gives us the 
appropriate environmental variances that we need, we can 
accelerate that program.

That is another thing we can do to ensure adequate 
supplies of electricity.

QUESTION: Variances have to be given to buildings
that are built —  that have no natural ventilation system, 
that is buildings that simply you cannot open windows.

DR. SAWHILL: There may have to be, yes.

QUESTION: Mr. Sawhill, to follow up on a
previous answer you gave: if I wrote it down right you 
said certainly we won't expect to see any worsening of the 
gasoline supply.
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DR. SAWHILL: No. I said worsening of the 

gap between demand and supply because we will be 
increasing supplies of gasoline; and I think that through 
our conservation measures we have reduced demand for 
gasoline.

QUESTION: Well, if that is the case, then, 
sir, can't you give us a more definite answer on the 
rationing possibility?

DR. SAWHILL: I think the answer on the 
rationing situation is going to depend on how well the 
American people respond over the next several weeks to 
the measures we are taking to try to reduce the acute 
shortages in certain areas around the country and how 
well we all respond to learning to live with the shortages 
we are going to experience, at least until the embargo ends

QUESTION: Mr. Sawhill, I want to make sure I
understood that you said that nothing has changed to make 
you alter your estimate of the 50-50 chance of gasoline 
rationing. Is that correct?

DR. SAWHILL: I would rather not talk about 
gasoline rationing in terms of probabilities. Whether it 
is 50-50 or 60-40 or 40-60, I don't think that is a 
terribly meaningful way to express it.

QUESTION: What had caused you to change your 
willingness to give an estimate of that sort which you 
have done repeatedly at these conferences over the past 
week?

DR. SAWHILL: We talked about it in terms of 
probability to give people a sense of where we stood on 
gasoline rationing. I think at this point rather than 
talk about probabilities and talk about whether it is 
50 percent or 60 percent or 70 percent, the important 
thing is to talk about what we can to do avoid gasoline 
rationing.

QUESTION: Mr. Sawhill, has anyone put pressure
on you to cease making estimates of that sort?

DR. SAWHILL: Absolutely no one.

QUESTION: Mr. Sawhill, Pan American World
Airways is considering taking action against the Federal 
Energy Office for its inaction on bonded fuel prices.
Would you comment on that, first off; and then tell me,
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can the FEO do anything about bonded fuel prices?

DR. SAWHILL: We are studying the bonded fuel 
situation right now. The original interpretation of our 
lawyers was we did not have the power to allocate bonded 
fuel. Pan American disagrees.

We have asked our lawyers to take a look at 
the situation and talk to members of Congress to try to 
determine what the intent of Congress really was.

I think as soon as we ascertain that and have 
had an opportunity to work with Pan American, that we 
will be in a position to have a more definitive answer 
on bonded fuels.

QUESTION: Could I get in a question on the
fuel allocation for February again? I understand you 
haven't worked out the state-by-state allocation, but 
when your figures came out last week they were missing 
six companies, including two large ones.

Now, can you give us the total nationwide fuel 
availabilities, not necessarily right here, because I 
know there is a list of them; but for gasoline and the 
others, can we get those nationwide figures compared 
with demand and see what the nationwide shortfall is 
for February?

DR. SAWHILL: Yes, we can give you totals.

As I say, before we start talking about state- 
by-state figures, we want to sit down and talk to the 
state officials.

QUESTION: I tried all day yesterday to get those
and couldn't get them.

QUESTION: Last month you sent 124 IRS men out
to audit refineries on their production, the idea being to 
check perhaps.

DR. SAWHILL: No. That just began in February.
We formed the audit teams last month. We have now 
dispatched them to the refineries. They are conducting 
their audits right now to determine whether the inventory 
figures they are giving us are accurate, whether the 
production and the cost figures we are getting are accurate.

As soon as we have our first reports we will 
make that information available to you.
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I think the American people are going to be ' 
interested to know whether the information we are getting 
from the oil industry is in fact the true facts of the 
situation.

QUESTION: You have no indication now?

DR. SAWHILL: We don't have an indication now. 
The only thing we can say is that the data we were getting 
until this week on imports seemed to be in pretty good 
balance, the industry data, the data we were independently 
getting from the Customs Bureau.

This week there is a significant difference.

QUESTION: President Nixon asked Mr. Simon in
January to get him a preliminary report by February 1st 
on any unjustified profit stockpiling of fuel. I 
wondered what you had found in regards to that.

DR. SAWHILL: Our regional offices are 
working on a case-by-case basis to determine situations 
where we find unusual supplies of fuel in the hands of 
suppliers, and what we do is we don't make allocations 
of fuel where we find hoarding or stockpiling.

We don't have any national statistics 
available right now.

QUESTION: On maximizing gasoline last week
you said that the oil companies, some oil companies were 
doing it on their own but you were not urging them or 
directing them to move the gasoline last week.

What is the situation on that right now?

DR. SAWHILL: Actually the —  yes, I think 
the trend that I discussed last week is continuing this 
week. You will see this when you get our situation report.
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QUESTION: You are not taking direct action on
urging them or directing them to —

DR. SAWHILL: No. At this time we are not. We 
are basically making the same statement we did previously.
To give you the figures, in January, the 25th, it was 42 
percent; February 1st, the shift went up to 43 percent; this 
week it is 44.8 percent.

We are beginning to see shifts towards gasoline 
as we would expect at this time of the year, and pretty 
much comparable to what we have seen in prior years.

QUESTION: Percent of what?

DR. SAWHILL: This is a percent of total crude 
oil inputs to refineries.

QUESTION: Petroleum marketing groups have
charged that oil is bearing the brunt of this energy 
shortage.

DR. SAWHILL: What?

QUESTION: Petroleum marketer groups, specifically 
the National Oil Jobbers Council and the National Oil 
Institute, charge that oil heat is bearing the brunt of 
this, that the result of the energy crisis will be the death 
of the oil heat industry, and that you are worsening the 
situation by allowing large interruptible industrial 
customers to shift to oil heat when they are interrupted 
by national gas companies, and also the redirection of 
distillate supplies to utilities is also worsening the 
situation, as far as they are concerned.

They also charge that you have not —  that you 
have not taken any sort of initiative toward any 
tangible control of electric heat and natural gas industry, 
that you have not sought the power to regulate those two- 
industries except by jawboning them.

Now, are you going to do anything toward legislativecontrol?

DR. SAWHILL: Your questions are almost as long 
as my answers.

(Laughter.)
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That is good, though. I think that is a very 
interesting question.

Basically, the strategy we have for managing 
this crisis is to save jobs. When an industry gets 
interrupted, we are certainly going to provide them fuel.
We don't want to put a lot of people out of work.

On the other hand, we have to consider the 
interests of the oil heat dealers. We have called in the 
electric utilities, the gas utilities. We have got agree*- 
flints on the part of both of them not to go out and solicit 
additional customers away from the oil heat dealers. If 
we continue to find this kind of practice going on, we may 
have to take conditional measures.

QUESTION: Including legislation or rulings?

DR. SAWHILL: I think before we announce 
specifically what we are going to do, we would want to 
understand a little better the situation.

QUESTION: Mr. Sawhill, on your —  these action
teams, your allocation people are all set —

(Inaudible.)

-- and suddenly they were held up.

Two questions: One is/what happened to change 
that action that they were going to take?

And secondly, what have your regional offices 
been doing for the past two months in the states and the state 
figures?

DR. SAWHILL: The gasoline allocation program 
just went into effect on the 1st of February. We have been 
working with this program now for approximately two weeks.
Our regional offices are —  have been working with the 
industry and working with the states to try to help them 
understand our regulations.

. feel, however, that in addition to the regional
office people, we need some people from Washington out 
working with the states to give a uniformity across the 
nation to this program. That is why we are dispatching 
these teams.
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As far as the data is concerned, we feel real 
responsibility to you, the press, and to the American people 
to make sure that when we provide you with data, it is 
accurate data.

We are just not going to give you figures that wé 
haven't checked and verified to the fullest possible extent 
with the states and with the industry, and independently on 
our own.

QUESTION: When did you announce the redistribu­
tion?

DR. SAWHILL: Vie didn't announce redistribution 
last week. \We asked suppliers and began talking with 
suppliers about making redistributions up to 2 percent.

One of the purposes of our teams is to go out 
and determine whether we should go to 2 percent, whether it 
should be less, or maybe, in some cases, more.

QUESTION: Mr. Simon, you mentioned a jet fuel 
increase - I am sorry, Mr. Sawhill —— of .6 percent; the 
press release says 6 percent.

DR. SAWHILL: It is 106 percent. I suppose the 
6 percent figure is correct, rather than what I said.

QUESTION: If the energy emergency bill as it
now stands does somehow finally get through Congress, will 
you and Mr. Simon recommend the President sign it?

DR. SAWHILL: Well, as you know, the President 
expressed in a letter to several members of Congress severe 
reservations about an earlier version of this bill; and some 
of these things have changed. Many of these things haven't 
changed.

Right now we are analyzing the bill. The 
President is analyzing the bill. We don't have any definite 
position on that at this time.

QUESTION: How hampered are you by the lack of 
any législative authority for FEO, for one thing? Now 
power to mandate conservation measures and various other 
points which you seem to -- really would be quite helpful.

DR. SAWHILL: I would like to reiterate what I
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said before. We badly need organizational legislation for 
a federal energy administration. Right now we are 
operating with people detailed in from other agencies. We 
don’t have appropriations authority. We have to get our 
appropriations through other agencies.

We can't assure people we bring in here that we 
are going to .be a permanent agency. It is hurting our 
recruitment efforts. There is no question in my mind 
about that. We need this organizational legislation.

As far as the emergency powers, as I said in 
response to a previous question, we certainly need the 
environmental portion of that emergency bill so that we can 
continue on and accelerate, if necessary, the coal-switching 
program for utilities.

I think we need some mandatory conservation 
authority, and I think we need authority to ration if 
we are truly going to have a rationing system that we can 
put in place.

QUESTION; Mr. Sawhill, truckers were promised 
100 percent of all the fuel they needed to carry on 
operations. Accordingly, the FEO wired oil companies 
to increase allocations to truck stops. What about motor 
carriers who buy their fuel in bulk? Will their alloca­
tions be increased, too?

DR. SAWHILL: Yes, they will.

QUESTION; Mr. Sawhill, Senator Fannin of Arizona 
announced yesterday afternoon that you promised him in 
writing an additional 1 million gallons of gasoline for 
Arizona for February and March. Is this correct, or is it 
based on verification by the teams?

DR. SAWHILL: No. Basically it was in writing.
I talked to him yesterday and later sent a communication to 
him. We have worked hard with the state of Arizona because 
they have grown tremendously over the years.

Through the administrative procedure we have 
established for adjusting base periods and accounting for 
growth, we have determined, by working with the suppliers 
and with the state, that Arizona is entitled to an additional 
1 million gallons as a result of this base period adjustment. 
We have made that adjustment and through our administrative



28

procedure will be moving an additional 1 million gallons 
into that state over and above what they would have gotten 
if they hadn't had this base period adjustment.

QUESTION: What kind of a percentage is this?

DR. SAWHILL: I am sorry. I don't have that.
QUESTION: Can you supply it?

DR. SAWHILL: Yes, we can supply the percentage
of that.

VOICE: Their monthly is around 90 gallons a
month.

DR. SAWHILL: Several states, including Florida, 
for example, have begun using this administrative procedure, 
this procedure whereby retail gasoline station operators 
work through their suppliers to justify the fact that they 
are entitled to an extra growth allocation, and as I say, 
we were also working very hard in Florida to try to —  
particularly in the southern part of the state where there 
has been rapid growth, to process these forms.

We have to have an administrative procedure in 
place to do this to assure equity.

QUESTION: Just the other day, the FEO issued
a new regulation to ban discrimination by gasoline service 
station operators against customers, by making various 
sweetheart deals or long-term package deals or things of 
that nature.

Now we have been getting messages from around 
the country suggesting that the gasoline station operators, 
some of them, at least, are a little upset about that.
And we are being asked specifically what is the legal 
authority for FEO to tell a service station operator or 
anyone else not to alter a normal business practice, or to 
ssll to a certain customer if he doesn't want to?
Where does that show up in the mandatory fuel allocation act?

DR. SAWHILL: I don't have the specific section 
of the act I can quote to you. Our general counsel has 
assured me we do have the legal basis for doing that.

We think that this basically —  we polled the
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retail dealers group we had in yesterday. We had 12 people 
from around the country representing the responsible 
retail dealers in the country.

Incidentally, they were an excellent group.

We found that only one of 12 was opposed to this 
regulation we announced.

Basically we are asking the American people to 
cooperate with us. We just cannot have any kind of 
discrimination going on. We can't have discrimination at 
the station level, between whites and blacks, or regular 
customers and non-regular customers.

We think the only way to operate this program is 
on an equitable and fair basis.
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QUESTION: You talked today a lot about the
American people cooperating and responding. How can you 
expect them to continue to respond if other members of 
this Administration say we are over the hump, the 
problems are waning, the problems have disappeared?

Isn't this a great deal to expect from the
consumer?

You are worried about credibility and 
confusion. Aren't they getting an extra dose of 
confusion from some of your own colleagues in the 
Administration?

DR. SAWHILL: Well, I think in order to 
have an open Administration you obviously have to have 
room for disagreement in an Administration.

However, I think that as far as the official 
spokesman for energy policy is concerned, that continues 
to be the Federal Energy Office. The President has given 
us the mandate. We believe that we are the spokesmen to 
the American people on energy matters.

Others will comment from the sidelines, but 
we think the American people are primarily looking to 
Bill Simon and myself to articulate the nature of the 
energy situation to them.

QUESTION: Are you saying the American people
should listen to you and to disregard what others in 
the Administration say on this subject?

DR. SAWHILL: No. I think we are saying there 
is always room for honest disagreement about any policy.
I think people have to have the opportunity to hear more 
than one side of an argument.

QUESTION: What are legislative disincentives
to production and imports that you would have Congress 
remove from the crude oil business?

DR. SAWHILL: My crude oil expert is sneaking away.

MR. WEBER: Would you repeat the question, please?

There are three or four. The most important one 
is the fact that imported crude oil is included in the 
allocation program. This is, as you know, a very high cost
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crude oil. ^

The only way that we could achieve the require­
ments of equitability Under the program, including imported 
oil under the program, was to have a weighted average 
pricing mechanism which, of course, those who have to sell 
crude oil, to sell imported crude oil at less than what 
they paid for it or at a price —  at a price that would 
have some incentives .built into the system which put some 
companies at a competitive disadvantage.

The result is that we have the backing out of 
the ports. That is clear.

There are other provisions in the law, too, that 
have to do with size of the refinery, have to do with the 
definition of independent refinery, and some other 
utilities, specific provisions which put us in a strait«* 
jacket, that make it much more difficult for us to have 
the flexibility to handle the program, to achieve the 
intent of Congress and at the same time not result in an 
unnecessary reduction in the supply.

QUESTION: Mr. Sawhill, I wonder if the
announcement a few days ago that Gulf was going to file 
suit against the allocation program, that had anything 
to do with your changing the allocation program.

Did you fear other suits in this area?

DR. SAWHILL: It had absolutely nothing to do 
with it. We discussed this program with Gulf on 
previous occasions. We have long been debating the whole 
need for crude allocation.

As a matter of fact, Mr. Simon felt as early 
as last fall that the idea of moving to a crude allocation 
was not a good one.

QUESTION: Is there any reason you didn't
notify leaders of the independent truckers about your moves
to supply truckstops with the raw fuel?

DR. SAWHILL: There are so many leaders of 
independent truckers that I wouldn't have known where to 
begin.

We certainly will be notifying them. As a 
matter of fact, I expect to do a radio broadcast today



32

to get out to truckers across the nation exactly what 
we are doing to try to get fuel out to them.

I think it is terribly important.

VOICE: Thank you, Mr. Sawhill.

DR. SAWHILL: Thank you.

(Whereupon, at 11:07 a.m. the press conference 
was concluded.)
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FOR WEEK ENDED FEBRUARY 15, 1974,

7931

r PETROLEUM SCORECARD
FORECAST SUPPLY DEFICIT
February 1974 ................J ........ 2.8 million B/D
1st Quarter 1974 ...... ........*-------- 2.7 million B/D

APPARENT DEMAND
(Million Barrels Per Day)

For Period Ended February 15, 1974

Current Week
Latest 
4 Wks.

Forecast Demand ..... ...........  20.5
Apparent Demand ..... ....... 16.6
Indicated Savings .. . ...... 4.3 ..... ......... 3.9

PERCENTAGE iSAVINGS BY FUEL TYPE

For Period Ended February 15, 1974

Current Week
Latest 
4 Wks.

Gasoline ............
Jet Fuels ........... !
Distillate Fuel Oil ..,.... 20.9 ......
Residual Fuel Oil ....,.... 27.0 ...... .......... 22.5

Total, 4 Products ....... 20.9 ......

('Million
IMPORTS
Barrels Per Dav}

1st Qtr 1974
Forecast, with Fully Effective Embargo ...........  4.9

For Period Ended February 15, 1974

Current Week
Latest 
4 Wks.

Actual (FEO) 1/...... ___4.8 ........ ..........  5.3
Actual (API} ......... ___ 4 . 6 .... ........  5.1
Increase over Forecast(FEO)-0.1 ....... 0.4

lEMfcan —  ̂ FE0 excludes imports to/from Puerto Rico and asphalt.
^ARGOED FOR RELEASE UNTIL 2:00 P.M., EDST, FRIDAY, Feburary 22, 1974



----------------------------HIGHLIGHTS------- ----------------
DEMAND FOR ALL PRODUCTS in the week ended February 15 was lower than last 
week. Demand for the four major products this week was 20.9 percent less 
than forecast and, for the 4-week average, 19.2 percent under forecast.

MOTOR GASOLINE production increased 3.6 percent this week, although crude 
runs to stills were down by 1.6 percent. Refinery yields have increased 
for the third successive week and stocks have risen by more than 2.3 
million barrels. This week's stock level of 219.2 million barrels is the 
first time this year that stocks have been above the same period last 
year. This week's level is 2.4 million above last year.

DISTILLATE FUEL OIL: Stocks of distillate fuel oil dropped 6,100,000 
barrels during the week, but are still 46 million barrels more than they 
were at this time last year. New England consumption of fuel oil, for 
the week ending February 10, was 15 percent less than normal use. 
Nationwide, the number of heating degree days was 5.1 percent lower than 
normal for the week ended February 17, and 8.0 percent lower than normal 
for the season since July 1.

RESIDUAL FUEL OIL stock drawdown for the first 15 days of February was
11,000 barrels a day compared to a forecast drawdown of 261,000 barrels 
a day. Stocks are now at 46.4 million barrels, about 4.1 million barrels 
higher than forecast. The 4-week apparent demand of 2,851,000 barrels a 
day is 22.5 percent lower than the forecast demand of 3,680,000 barrels 
a day.

CRUDE OIL PRODUCTION this week, at 9,153,000 barrels a day, was 59,000 
barrels a day lower than last week, with Oklahoma production down 39,000 
barrels a day. No State reported an increase in production. The 4-week 
average of crude oil production, 9,207,000 barrels a day, was 178,000 
barrels a day less than a year ago, but almost 180,000 barrels a day 
higher than forecast. Crude runs to stills averaged 10,960,000 barrels 
a day, 180,000 down from last week. A major portion of the decline 
was due to a serious fire in the Texas Gulf Coast District.

CRUDE OIL IMPORTS for the week ended February 15 were 1,901,000 barrels 
per day, as reported by API. This was an increase of 54,000 barrels per 
day over last week's revised API figure of 1,847,000 barrels per day.
The latest 4-week average of 2,330,000 barrels per day is below FEO's 
daily average forecast by 95,000. For the week, FEO reported crude im­
ports of 2,177,000 barrels per day and, for the 4-week period, 2,412,000 
barrels a day, which is only 82,000 barrels per day greater than API.

PRODUCT IMPORTS, as reported by API, increased only slightly this week 
to a level of 2,677,000 barrels per day and, for the last four weeks, 
averaged 2,760,000 barrels a day. Residual fuel oil was the only major 
product that showed an increase this week. FEO reported 2,611,000 barrels 
per day, down 218,000 barrels per day from last week. FEO's latest 4-week 
average of 2,839,000 barrels per day was 79,000 barrels per day above 
API. It should be noted that FEO does not include imports from Puerto 
Rico or imports of asphalt, whereas API does.



FEDERAL ENERGY OFFICE 
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Washington, D.C. 
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FOR IMMEDIATE RELEASE FEBRUARY 22, 1974

SIMON ORDERS MORE GAS TO TWENTY-SIX STATES 
AND DISTRICT OF COLUMBIA

President Nixon has expressed deep concern over the 
difficulties being faced by the American people in being 
able to obtain sufficient supplies of gasoline. He met 
with William E. Simon, Federal Energy Office Administrator, 
today and directed him to take immediate steps to provide 
extra gasoline to those areas most affected by the current 
shortages. Mr. Simon reiterated his determination to take 
whatever action is necessary and said today that he is 
ordering major oil companies to provide additional gasoline 
to twenty-six states and the District of Columbia.
These supplies will be provided to the Governors and the 
Mayor for distribution through the state set-aside and 
will be drawn from existing inventories. Additional 
supplies were made available on February 9 * 1974 and 
February 19, 1974. The following table reflects these 
supplies and shows the additional amounts being provided 
today.

E-74-82
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State

Additional 
Amount to 
be Received 
as Result of 
February 9 
and 19
Announcements

Additional 
Amount to 
be Received 
as Result of 
Today's 
Announcement

Total Additional 
Amount for 
February 1974 1

GALLONS 
(In Millions)

GALLONS 
(In Millions)

GALLONS 
(In Millions) !

Alabama 5.24 5.24 10.48
Arizona 3.66 3.66 7.32

Connecticut 1.75 7.05 8.8

Delaware .4 1.6 2.0

District of 
Columbia .3 1.4 1.7
Florida 5.86 11.73 17.59
Illinois 6.27 25.13 31.4
Indiana 3.33 13.27 16.6
Kentucky 2.1 8.3 10.4
Maine .68 2.72 3.4
Maryland 2.20 8.8 11.0
Massachusetts 3.24 12.96 16.2
Mississippi 1.57 6.33 7.9
Missouri 3.10 12.4 15.5
Nevada .96 .96 1.92

New Hampshire .98 .98 1.96

New Jersey 10.62 10.62 21.24

New York 8.00 32.90 40.9
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State

Additional 
Amount to 
be Received 
as Result of 
February 9 
and 19 f 
Announcements 

GALLONS

Additional 
Amount to 
be Received 
as Result of 
Today's 
Announcement 

GALLONS

Total Additiona] 
Amount for 
February 1974 
!GALLONS

North Carolina 
Oregon
Pennsylvania 
Rhode Island 
South Carolina 
Tennessee 
Vermont 
Virginia 
West Virginia

TOTAL

(In Millions)

3.42
3.39
6.11
.59
0

2.96
.68

7.34
1.97

86.72

(In Millions)

13.78
3.39

24.39
1.31

9.00
11.84

.68
7.34
1.97

239.75

(In Millions)

17.2
6.78
30.5
1.9

9.00
14.8
1.36

14.68
3.94

326.47

Simon stressed that these additional allocation*are 
part of a continuing program to equalize gasoline shortages 
across the Nation. "It is my intention," Simon said, "to 
continue to order gasoline into these area that are 
experiencing extreme shortages."

Simon said he will work with Congress in revising 
the current mandatory allocation program act. He cited in 
particular the crude oil allocation program, which, he 
said, has some features which act as a disincentive to 
importing increased quantities of crude oil.

o 0 o
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REMARKS BY JOHN C. SAWHILL 
DEPUTY ADMINISTRATOR, FEDERAL ENERGY OFFICE

BEFORE THE
MINNESOTA NEWSPAPER ASSOCIATION 

ST. PAUL HILTON HOTEL 
WEST BALLROOM 

ST. PAUL, MINNESOTA

Good morning, and thank you for inviting me to speak 
to you about the energy crisis. I like to talk to newspaper 
people. If we in the Federal Energy Office can get our 
ideas across to you, you will have them to pick and choose 
from in deciding what to communicate to your readers.

We in the FEO have been doing a lot of speaking lately, 
because we really feel we have to get our message out. The 
energy crisis is real. Shortages will be with us for the 
near-to-middle future. The magnitude of our problem will be 
determined to a large extent by the way the American people 
and institutions respond to our energy conservation and fuel 
distribution programs, and initiate their own programs to cut 
down on waste. And the response of the people will be



determined, to a large extent, by what they think of their 
government.

We've not only been speaking a lot, we've been speaking 
a lot to the Fourth Estate. Last week I addressed the 
American Women in Radio and Television, in Washington. In 
the past three weeks, Bill Simon has addressed the National 
Press Club twice.

Although I must say that the first of those times 
was an evening of gaity in which he, as Energy Czar, inaug­
urated the new President of the National Press Club, Clyde 
LaMotte. I'm not sure that one counts as an address because 
from what I hear, by the time the evening was over, the 
members of the Press Club had consumed enough distillates 
from the Press Club bar to exceed their allocations for the 
year. Incidentally, an unfortunate rumor grew out of that 
night's activities, and I want to take this opportunity to 
set the record straight: It is not true that the Federal 
Energy Office is going to announce new regulations to limit 
the power of the press for the remainder of 1974.

Within the next month, I'm going to be speaking to the 
Washington Journalism Center, the American Society of News­
paper Editors and a newspaper association in Chicago. And 
Bill Simon will be addressing the National Newspaper Associa­
tion next month, and the American Newspaper Publishers 
Association in April. Sometimes I wonder how you people have 
time to get newspapers out, with all the conventions you have.



You have asked me to talk about "The Road to Energy 
Self-Sufficiency." I am going to talk about the road we will 
be taking, and its bumps and turns, and some misunderstandings 
that have come out about "self-sufficiency." But I also 
want to talk about the road to governmental credibility —  
a road this government, and its officials and agencies, and 
the American people have to begin taking.

In a survey released two and a half months ago, pollster 
Lou Harris reported that "public confidence in government 
generally must be reported as being lower than a constituent 
democracy can afford." Now that a crisis has come, govern­
ment is using all the moral suasion it has. We had better 
be able to afford the expenditures of moral capital we are 
required to make. And we had better start building up our 
credit with the American people. The alternatives are unac­
ceptable.

First, let me turn to the energy crisis, to give you an 
idea of what's in store for this country, assuming that gov­
ernment does retain and obtain enough confidence to do the job 
required. Then I'll address the crisis of confidence.

The United States is fortunate in being 85% self- 
sufficient in energy. No other industrialized countries in 
the world except Canada and the Soviet Union, produce so 
much of the energy they consume. So unless the term "self- 
sufficient" is used in an absolute sense, meaning 100%
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self-reliant, it is a goal we have already obtained, far more 
than all but two other major economic powers.

Thus, one possible road tc self-sufficiency is to 
play semantical games. We could re-define self-sufficiency and 
say that we have achieved it, We can stop responding to the fuel 
shortages and say at some future date that thé‘energy crisis is 
over, because a crisis is, by definition a situation to 
which we must respond. If we do not respond, we 
recognize no crisis. We won't play these games. That would 
not shorten the lines at the gas pumps. What we need is the

capability of producing enough of our energy demand so that 
there is no question that our needs will be met, and we 
will never again be in the vulnerable position we find ourselves in 
today.

Some would argue that there isn't much point in America producing 
energy at an equivalent cost of $17 a barrel, if we can buy fuels 
from abroad for $7 á barrel. They wóuld say that it's not worth the 
cost, just so we can claim to be "energy self-sufficient." Let me 
draw an analogy. We now import almost all of the coffee we drink 

from South America. The Government could finance a massive 
Research and Development program to convert much of our farm­
land to coffee growing, and within ten or twenty years we 
might be able to boast that we are "coffee self-sufficient."
But coffee would cost three times what it costs now, and might 
not be as pure as what we presently import. And we would 
have to farm vast acreage presently used for growing food,
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or for parks and recreation. So we don't. We import.
Energy self-sufficiency is a means to insuring our 

national security, economic well-being, and freedom from 
attempts to extort unreasonable prices —  in financial or 
political costs. It is not an end in itself. If there are 
other means we can use toward that end, we can, and should, 
and will. But we must be assured that our agreements with 
foreign fuel sources will be honored, and that we have enough 
agreements, with enough diverse sources, that our sovereignty 
is never challenged by a fuel supplier upon whom we have 
become too reliant.

Regardless of how we ultimately define self-sufficiency —  
it will probably be something between our present 85% capacity 
to meet our needs with domestic production, and a 100% 
capacity —  we are going to have to conserve energy, increase 
production, and increase imports for the near-to-middle future.

For the past twenty years, American energy consumption 
has grown at a rate of between four and five percent a year.
This growth rate will have to be greatly curtailed. Some 
conservation will result from simple elasticity —  as the price 
of energy rises, our consumption drops. With higher energy 
prices, industry may not be quick to automate a function 
formerly performed by a worker, if the energy cost of operating
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a machine, together with the capital outlay and maintenance 
costs, becomes greater than the cost of paying the worker.
And some conservation is already occurring as a result of 
our efforts and the efforts of newspapers, other industries, 
state and local governments, and public interest organizations, 
urging and advising people to save energy.

But, even with massive conservation efforts, we an­
ticipate that our energy demand will increase. At a slower 
rate, perhaps, but it will increase, we estimate, at between 
two and three percent per year for the foreseeable future.
So we must build up our domestic production, through increased 
use of our as—yet-untapped resources.

We're planning to put $10 billion into Research and 
Development over the next five years. But we won't even begin 
to get energy from these R&D efforts until the latter part 
of this decade, at the earliest.

There will be some tangible increases in domestic energy 
production in the next few years, mostly due to using existing 
technology for oil drilling, coal mining, and building nuclear 
power stations. But for the next half-dozen years or so, 
we're going to have to rely primarily upon expanded imports 
and the conservation efforts of industry and the people.

Now let's take a look at the credibility crisis. The 
energy crisis and this crisis of confidence are inextricably 
intertwined. Government must respond —  in an effort really 
unmatched by anything this country has done except to fight



major wars —  to the energy crisis. Government cannot act 
effectively without the confidence of the people. And the 
people will not give confidence to a government they do not 
trust.

This hits us in the Federal Energy Office first, be­
cause we are heavily involved in programs of soliciting the 
voluntary and mandatory cooperation of the American people.
We are allocating a scarce and vital resource —  people must 
trust us to insure compliance with a government directed 
allocation system. Voluntary cooperation people will give 
us only to the extent that they believe it is appropriate for 
government to be setting guidelines and making suggestions, 
and that they should join with their fellow citizens to make 
our programs work.

But even mandatory cooperation, required by law, cannot 
be obtained if the people don’t trust their government. We 
can't go around checking thermostats in people's homes every 
day to see that the daytime temperature is at 68 degrees or 
below, and the nighttime temperature is at 60 or lower. We 
can't check speedometers to see that people cut down on their 
driving speed. The American people do not want, and will not 
accept, a police state. They do want, and will accept, govern­
ment programs based upon notions of justice and equality that 
will, in the words of the Declaration of Independence, "insure 
their future health and happiness."



There are a number of ways a society can act to persuade 
people to adopt desirable behavior, and to curtail undesirable 
behavior. One way, and one that I think we have resorted to 
too often, is to pass a law making the undesirable activity 
illegal and the desirable activity mandatory. Then, with 
beefed-up law enforcement, we can fine, incarcerate, or 
otherwise intimidate offenders who disobey the rules society 
has set forth.

This is what societies —  including ours —  do when 
they haven't enough support from the people or from certain 
groups of the people, to get them to voluntarily cooperate 
for the public interest. The trouble with it is that such 
law enforcement mechanisms, once established to meet a temporary 
need, become permanent because the need becomes permanent.
If we take away from the people the responsibility to be 
self-policing, they cease to be responsible for policing them­
selves .

This shouldn't surprise us. Responsibility breeds re­
sponsible behavior. Lack of responsibility breeds irresponsi­
bility. The editors among you know that if your reporters 
come to rely upon expert proofreading, they won't be as careful 
as they could be about turning in copy that is ready to go.
But if a reporter knows that his mistakes may come back to 
haunt him, because they have a way of creeping into print, he 
or she will take great pains to see that material is w e l l - w r i t t e n
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and marked up and edited before it goes to the typesetter.
Now I'm not suggesting that you shouldn't have proof­

readers or that society shouldn't have police, or that people 
in either profession are leading us down the road to ir­
responsibility. But I am suggesting that, if your reporters 
are really concerned about what's in the paper when it hits 
the streets, instead of just about getting done with work 
and going home, they will not rely so much upon a re-write 
job. They'll do it right themselves.

And if the American people are really concerned about 
making our energy policies work, they'll not adopt an attitude 
of, "if you can get away with it, it must be OK." The 
American people, like your reporters, must look to the larger 
good of the group, instead of only to narrow interests of 
getting home a few minutes earlier or being a couple of degrees 

warmer.
But in order for people to put the interests of the 

group — which are really their long-range self-interests —  
ahead of their short-term, personal comfort, they have to 
believe in the group, its purposes, its policymakers, and the 
policies that are set for the good of all.

And that's why we in government need credibility. We 
need the confidence of the American people. It doesn't do 
much good to ask for it, and say that we're trustworthy. That's 
like the old story: If you suspect someone is dishonest, and
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he tells you he is honest, you still don't know. An honest 
person, and a dishonest person, will both tell you that they 
are honest.

Frankly, a lot of the American people don't believe 
what government officials say. And they have reason to doubt. 
They have been misled by government officials. They have 
even seen some government officials enrich themselves and 
their friends at public expense. They have come to doubt all 
public officials because of the misdeeds of some.

At FEO, it doesn't do us any good to say, "but we 
haven't lied to you." We do not get the benefit of the doubt. 
So how do we gain public credibility? We start off with the 
notion that we have no right to expect the American people to 
accept what we say, just because we said it. We assume that, 
as the polls show, the people will be skeptical, and the press, 
as agents of the public in getting the truth out of govern­
ment, will also be skeptical.

At FEO, we back up our statements with facts, and we 
back up our facts with proof of how we obtained them. When 
we are making decisions based upon incomplete information —  
as we had to earlier this week in reallocating gasoline to ease 
the hardest-hit areas havinq the worst spot shortages —  we 
admit, as we did in our announcement this week, using judgment 
and common sense as well as quantitative data. In this case, we 
felt it was more important to act quickly to move gasoline into 
areas our action teams had identified as critical than to wait 
2 or 3 weeks until all the facts on supply and demand were
available.



When we make mistakes, we admit them. Most journalists 
assume that the government only releases the good news, the 
information that will win favor. In our press operation 
at FEO we als,o spend time on getting the bad news, and get­
ting it straight, so that you people and the public you serve 
will know what to expect ... even if the outlook isn't good as 
we might hope.

We will not promise what we can't deliver. We will not 
promise an early end to the energy crisis, when we know that 
it will be with us for some time to come.

At FEO, we try to be as open and accessible to the press, 
the people, and the politicians —  regardless of their partisan 
convictions —  as possible. We have testified before Congress 
so many times since this session began a month ago that it's 
a standing joke in our office that Bill Simon and I have better 
attendance records on Capitol Hill than some of the members.

I can't even begin to tell you how many interviews and 
press conferences we've had with journalists, to try to help 
them get stories straight. But I doubt that any of you have 
heard from your Washington correspondents that our office is 
hard to cjet through to.

Next week, the Federal Register will publish our agency's 
Freedom of Information regulations. Most of you probably don't 
work closely with Federal agencies, and you probably don't
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have a lot of experience trying to pry information out of 
reluctant bureaucrats. But those of you who have tried, 
or have read about the process in your journalism reviews, 
know that the Freedom of Information Act doesn't work. Even 
the Congressional committee that wrote the law admits that 
it doesn't work.

Well, FEO's operating regulations go far beyond the 
requirements of the law, and we think they will work. The 
principal problems with the Freedom of Information Act are 
that it has too many exemptions, and allows too much delays 
If an agency wants to keep something secret, it can stall 
for months, even years, before a newspaper can get the agency 
to court.

At FEO, our regulations require that we acknowledge 
requests for access to information under the FOI Act within 
48 hours of the time the request is received. If we have been 
unable to comply with the request, we may take up to ten days 
to respond. Only if we certify that we cannot locate the in­
formation, or that it is of such a technical and complex 
nature that we cannot determine whether it should be released, 
will we allow a further delay. In any event, we will respond 
within 30 days, with the information or a denial and our 
reason. The person seeking the information can then appeal,



directly to me. Within 30 days of receiving an appeal of a 
request that has been denied, I will decide whether or not to 
grant the request. If I refuse, and the requestor thinks I 
should have granted the request, the next step is Federal 
District Court.

This means that within a total of 40 days, or 60 days, 
if we certified that it took more than ten days to locate 
and evaluate the information, people can take us to court.
I know of no other agency that is so responsive.

Naturally, we don't plan to stall requests for the 
maximum time allowed under these regs. We have always tried 
to handle reporters' queries as quickly as possible. But the 
regulations are not intended to cover situations where agencies 
want to cooperate. We have the regs so that our people will 
know the operating rules, and so that interest groups and the 
press and public could force the FEO to open up records that 
should be open, even if the agency didn't want to. These reg­
ulations, incidentally, have the force of law.

The other major flaw in the Freedom of Information Act 
is that it has too many exemptions, and they are too often 
abused. The exemptions are so broad and vague that they can be 
construed —  by reasonable people, but people who might want 
to be a bit too secretive —  as covering almost any data a 
government agency has.
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At FEO, only one person will have the authority to 
initially deny a request for information under the FOI Act.
We will have in our Public Affairs office an Information 
Access Officer. Bureaucrats having custody of information 
may grant requests, but they will not be able to deny access.
If they don't want to release information, they will have to 
pass the request to the Information Access Officer, along with 
their reasons for wanting to deny the request. The Informa­
tion Access Officer, in consultation with our General Counsel, 
will make the determination. This is intended to countermand 
the natural tendency of people working bureaucracies to want 
to avoid answering questions —  sometimes to avoid embarrassment, 
sometimes just to evade what they consider a nuisance.

We are going to take some other steps at FEO that we 
hope will improve our credibility. We're going to publish 
tight regulations regarding conflicts of interests and out­
side income of our employees and consultants.

We're going to be meeting more and more with the 
American people affected by what we do, instead of only with 
leaders. We might be able to set up a town meeting kind of 
format. Bill Simon and I obviously couldn't have a town meeting 
in every town, or even in every State. But we can have one 
in each of ten regions the Federal Government has the country 
divided into. This way, we may not be able to learn every­
body's problems. But we will hopefully at least be able to
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learn about the kinds of problems people are having, and what 
they think we should do about them.

At FEO, Bill Simon and I, and the people who work with 
us, are aware1) that we have a number of constituencies. We 
must be responsive and available to the President, as a part 
of the Executive Branch of government. We are accountable 
to the Congress, and its committees, subcommittees, and 
members. We have to answer to Governors, and Mayors, and 
other State officials. One thing I should say here: we 
will not play partisan politics with America's scarce fuel 
supplies. I dbn't think anyone has even accused us of being 
favorable to one party or another, or one or another wing or 
splinter of a party.

We are also responsible to the American business com­
munity, and to organized labor, organized education, and a 
host of other legitimate interest groups with demands that may

J
or may not be legitimate when weighed against each other.

And we are answerable to the press, which informs all of 
these groups.

But/ most of all, we cannot forget, as bureaucrats and 
officials sometimes tend to do, that our ultimate constituency 
is the American people. That's the roughest one, because the 
people, when they're pushed to the wall and paying attention, 
can't be fooled. They will have their way.



o Feb. 13, 1974
T re a su ry  P IO s : I f  a ske d , you may say :

The T re a su ry  Departm ent to day  con firm ed  th a t

Deputy S e c re ta ry  W i l l ia m  E. Simon has been a s s ig n e d

S e c re t  S e rv ic e  s e c u r it y  g u a rd s .

The a c t io n  was taken  because o f  the c o n t r o v e r s ia l

1
n a tu re  o f  h i s  F e d e ra l E n e rgy  O f f ic e  D u t ie s .

S e c re ta ry  o f  the T re a su ry  George S h u ltz  d ire c te d  

th a t  a guard  be a s s ig n e d ,  a c t in g  under h i s  a u t h o r i t y  

to  d i r e c t  the a ss ign m e n t o f  T re a su ry  personnell. S e c re t  

S e rv ic e  i s  a bureau under the D epartm ent’ s c o n t r o l.
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THE GENERAL COUNSEL OF THE TREASURY

Dear Mr. Moss:

Secretary Shultz has asked me to reply to your letter of February 5, 
1974, regarding Secret Service protection of former Vice President Agnew, 
which the President ordered on October 10, 1973.

With respect to conclusions expressed in the Comptroller General*s 
letter to you of February 1, 1974, it is, of course, evident that the 
statutes are silent on affording Secret Service protection for former 
Vice Presidents of the United States. However, it does not follow from 
this proposition that the President lacks the executive power to direct 
the Secret Service to provide such protection.

The Treasury did not "contend" that the President has inherent execu­
tive power to order protection of Mr. Agnew. We stated we understood that 
the President’s authority is based on his inherent executive power. In­
deed, it would be presumptuous of the Treasury to attempt to speak for the 
President on this matter and we expressly stated that we could not. In 
this connection, you should be aware that Senator Joseph M. Montoya, Chair­
man of the Subcommittee on Treasury Appropriations of the Senate Appropria­
tions Committee, in November 1973 requested a statement as to the legal 
authority for the President's directive. Senator Montoya's request was 
forwarded’to the Counsel of the President for reply.

The President's directive of October 10, 1973, that temporary Secret 
Service protection be afforded Mr. Agnew, was not an unprecedented action. 
In the past, Presidents have, under appropriate circumstances, directed 
the Secret Service to provide protection on a temporary basis to certain 
persons, although no statute expressly authorized such protection. None of 
these prior directives have been regarded as unlawful.

Before section 3056(a) of title 18, United States Code, was amended 
in 1971, to authorize the Secret Service expressly to protect visiting 
heads of state and of foreign governments and, at the direction of the 
President, other distinguished foreign visitors and representatives of 
the United Statessperforming missions abroad, there were a number of 
instances going back to the days of World War II in which Presidents 
directed that Secret Service protection be afforded to persons in those 
categories. Moreover, after the last amendment of 18 U.S.C. 3056(a) in 
1971, and the enactment in 1968 of the statute authorizing protection of
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major candidates, there have been other occasions on which the President 
directed that Secret Service protection be afforded to individuals who 
were not in categories or offices described in the statutes. Senator 
Edward M. Kennedy asked for and received Secret Service protection during 
the 1972 Presidential campaign although he was not a candidate for the 
Presidency. Senator Hubert H. Humphrey was protected for a six month 
interval in 1969 following the expiration of his term as Vice President.

It is the Treasury position that we are properly carrying out a 
Presidential order which was neither unprecedented nor unreasonable.
Given the historical background, and in the absence of an authoritative 
expression to the contrary, the President’s order is presumptively valid 
and lawful. Accordingly, the Treasury cannot comply with your request to 
terminate the temporary protection of Mr. Agnew.

We have taken the liberty of sending a copy of this letter to Senators 
John L. McClellan and Joseph M. Montoya and Representatives George H. Mahon 
and Tom Steed.

Sincerely,

Edvard C. Schmults

The Honorable 
John E. Moss
U.S. House of Representatives 
Washington, D. C. 20515

\
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SECRETARY OF THE TREASURY GEORGE P. SHULTZ: Thank you*
lek*

Mr. Mayor, Mr. Secretary, Messrs. Chairmen of various 
] events of the Savings Bend Drive, and distingui shed ladies and 
entlemen.

You can imagine how good i t  makes the Secretary of the 
ireasury feel to be i n a group l ike this and see the drive and 
jhe enthusiasm behind this savings bond program. It*s very important 

the Treasury• I think Don mentioned that there are over $60 
iillion wo?’th of these bonds outstanding. That's almost a fourth 
|f the publicly held debt, and I would take note of the fact that 
!he average holding period of these bonds is a l i t t l e  better than 
live years and that's  a larger number than the average holding
¡eriod of the 

the debt.
debt as a 
There are

whole. 
over 25

So i t  adds an element of s ta b i l i t y  
million individuals who are associa

jith us, and I think th at’s a very s igni f icant  fact to which I 
m  to return in a moment. And as I think John deButts noted,
¡bout two and a half mill ion In the past year were added to the 
l0ies or increased the amount which they saved through this program

So you can see,  to any Secretary of the Treasury, and 
ft sure Joe Fov/lsr would agree with me readily,  this is quite 
important deal that we're talking about and means a great deal 
us.

t so

But I would l ike to spend my al lot ted time hare today 
Îng about this  same subject,  but from a l i t t l e  di fferent angle,  

don’t have very much time here, a two o ’clock deadline. That’s 
hack of a note to get me hers and put me on and hers 1 a®', but 
P say my piece quickly and probably i t  will be more ef fect ive  

way» *

. But le t  me just re f l ec t  back with you, as John deButts

.»J3n some of our history,  on Alexander Hamilton and cne of  
ffi ,rst actions as Secretary of the Treasury. He decided to 
Nsesn at par the War of Independence bonds, which were sel l ing  
P* way below par at the time, 30 cents,  I think, on the dollar,  
[something of that kina, to redeem them at par. And he did
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so having in mind two things,  f i r s t  of a l l ,  to establish the credit  
of this new nation and secure i t ,  stand behind i t .  The Treasury 
should do that. But second, i t  was his theory, and one that has 
stood us in very good stead every since,  that i t ' s  good for the 
country to have sort of a piece of the country held widely among 
the c i t izens .  In that sense, a national debt, widely held, is  
a good thing. So he took this action and, of course, we have 
been in the national debt business ever since.

[Laughter]
I'm a bigger businessman than any of my predecessors

already.

[Laughter]
But I think this notion of investment in America is  

a very real thing, and the fact that,  as I understand i t ,  in January 
1974, the just  past month, almost three-quarters of a b i l l ion  
of savings bonds wera sold, a record high in the post-World Hsr 
j|:#er|od, t e l l s  you something about this sense that John deButts 
referred to of people looking for ways to be constructive and 
to make a contribution, and we can see many other ways in which 
people are expressing confidence in their country and in their  
economy.

Just to take one in the economic f i e ld ,  the continued 
very large flow of investment in new plant and equipment, which 
is# after a l l ,  a bet on the future. And I could recount many 
other things that are indications of confidence and indications  
H health/

But I would l ike to re f l ec t  with you on a somewhat di fferent  
jspect of the s ituation ‘cause I have this sense, and I ‘ra questioned.  
jP&̂ Pday I was questioned at tbs House Appropriations Committee 
Ĵ ong these l ines --  that, Will,  what you say is  so. Employment 
nas increased tremendously, personal income has risen,  plant and 
Wpnient spending i s  strong* and so forth,  our balance of payments 
pi turned around, and yet somehow, more broadly, not just  the 
economic scene, more broadly, something’s wrong, and you get this  
ilftjon,* or I do, in various ways in many different set t ings .
Ip * have pondered, as you have, I'm sure, what is i t  that's  
png and what do we do about i t  i f  we can figure out what's wrong.

So l e t  me advance to you my answer to those questions,  
i will state at the beginning that this is just  a personal 

Jjswer on my part, having thought about this and worried about 
p  and may not strike you as a reasonable answer. But i t  seems 

5159 that in a great many areas of s trategic  importance in our 
'vqs, over the las t  f ive or six years we have basical ly cut of f
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from prior ways of thinking and handling these strategic subjects,  
¡these old moorings that we lived by, and we are, so to speak,
¡on a search, on an adventure, looking for new moorings. And I 
¡would submit to you that in any society there are certain s trategic  
ideas that are pretty deep in the culture and which need to be 
sort of s e t t l ed ,  and we go on from there and we argue about al l  
the tactical  things that f loat  on top of these strategic ideas,  
and we don't argue about them, but when the strategic ideas are 
sort of up for grabs, in a way, that is unsettl ing.

Now l e t  me give some i l lustrat ions  of the sorts of things 
¡that seem to me to contribute, on the one hand, to the unsettl ing,  
land then l e t  me go on and try to give to you a somewhat different  
¡interpretation, with some suggestions for why i t  i s  that these 
things make us nervous.

Well, the f i r s t  ex 
lis the ef fort  to change our 
the effort to create a di f fe  
word detente. Nov/ just to s 
is from a few years ago, you 
the husband does the imports 
things, makes the unimportan 
|to spend our money and where 
where we should l ive  and all  
the important things, l ike s 
Do you remember that old jok 
of date i t  i s  now? But that 
¡were breaking up over that k

ample that comas to mind, of course,  
relationships with the communist world, 
rent situation th at ’s come by the 
how how different the s ituation now 
remember that old joke about how 

nt things and my wife does the unimportant 
t  decisions,  l ike she decides how 

to send our children to school and 
those unimportant things.  I decide 

hould we admit Red China to the UN. 
e and how sta le  i t  i s  now, how out 
was only a few years ago that people 

ind of story.

that
So, wa Hava this notion that somehow or other we racogni 

we don’t l ike their system any better than we did before,  
precognize they don't l ike our system. We recognize, I hope.
Eft whatever the sense of detente, we must maintain strength 
Ij l i iaf i ly ,  and yet we are reaching for a l i t t l e  di fferent kind 

relationship than we had before, bas ical ly in order to keep 
the world from blowing up. So i t ' s  a constructive e f for t ,  but 
| | ‘s d i f f i c u l t  for us because the old situation» we had automatic 
|answers to every question. We knew what we thought. Now there 
|are all sorts of d i f f i c u l t i e s  that are perplexing.
Jptente, why do we need a strong national defense? 

question ansv/ers i t s e l f ,  but you have to think 
s a l i t t l e  tr ickier  than the o ld-sty le  question

the
m

1n that subject

If we re having 
Well, I think 

about i t .  
and answer

So, we have departed 
another sort of consensus,  

|3nc! our feel ings  on that subje
for from one mooring and vie are searching 

another way of organizing our thoughts 
c t .
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Take the f i e ld  of International economics, International  

monetary re lat ionships , which, I suppose, 1s appropriate for an 
audience l ike th i s .  For many decades we had the moorincj that 
the dollar was fixed to gold. That was there; you could bank 
on i t ,  l i t e r a l l y .  And that was a mooring. By the middle of 1971 
it was quite obvious to anyone who was informed about what was 
going on that that mooring vías gone. The real i ty  of events swept 
it away and the old monetary system disappeared. And since that 
time, we have been rearranging our thoughts and trying to construct 
something that i s  d if ferent ,  that i s  new. And we have made a 
lot of headway, in my opinion, on that subject,  ir. many ways more 
headway than people can recognize, but nevertheless,  we aren't  
there yet .  So in international c i r c le s ,  there is sense of unease 
and i t  s p i l l s  over into the population at large, which doesn't 
pretend to understand exactly what's going on, but they read about 
how the dol lar's  stronger, the dol larYs weaker and so forth, and 
they didn't use to read about those things and i t ' s  unnerving.

Turning to some of our more domestic subjects,  the f ie ld  
of ears. You know, I would assert to you that i t  was set t l ed ,  
hut i t  wasn't set t led in a sat isfactory way at a l l ,  but nevertheless 
it was set t l ed .  People had a certain way of l iving and thinking 
on the subject and there was a sort of uneasy s t a b i l i t y .  But 
that's al l  been changed. Gradually, beginning in the middle 1950s, 
a sense that that old mooring was not a very good mooring came 
about and we cut of f  from whatever that pattern was. He have 
lived a long way to some new pattern of racial relat ionships,  
out I think anyone who has worked in this f i e ld  would say we aren't  
there yet.  We don't have a new mooring, s new set of relationships  
PH patterns that we are sa t i s f i ed  with.

Take the subject of our environment. We've 
of America as so big and bountiful that the envtronme 

put down as essent ia l ly  keeping the mountains wi 
t.jslr caps and things l ike that,  but suddenly i t  has 
üs that our streams are f i l th y  and getting worse, and 
P f  of them, get unbearable at certain times, and ou 
•$ very badly fouled up. And so we have reached for 
some sort of a new mooring and we have reacted way ov 
another extreme, from the extreme of neglect to the e 
sonjs very t ight regulations of one kind or another, 
problems, that there are with that. We know that wa h 
Permanently from the old situation where we could jus 
Without any attention to the environment, but we don' 
«Here is that new synthesis,  that new interplay betw<s 

Production and transportation and so forth,  on th 
JJ? the need to pay attention to the l i v a b i l i t y  and c 
H W t  air and our streams. So we're unsettled.

always thought 
ntal problems 
th snow on 
dawned upon 
our c i t i e s ,  

r  environment 
a solution,  
er on perhaps 
xtrerae of 
He see the 
ave departed 
t proceed 
t  see quite 
en the need 
a one hand, 
lean l1 ness
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I needn’t 90 Into the unsettl ing nature of the Inflation  

problem as we see It today. I think It  1s part of another sort 
of sense of unease.

People for many years f e l t  that i f  there was a problem, 
somehow or other i f  you could get 1fc to the attention cf  'people 
in Washington and persuade them to spend some money on i t ,  i t  
would ret solved. And 1 think even among those who are the advocates 
of the programs that resulted from that philosophy and b e l i e f ,  
which we al l  haye shared to a degree, there is a recognition that 
somehow that hasn’t worked out and we need to have some new sense 
cf more decentralized decision-making. Just what i t  is  is  uncertain.  
Some new interplay between the private and public sector,  but 
it's very d i f f i c u l t  to construct i t .  But i t  is  a search for something* 
in the way of a new mooring, having departed from the old one.

And then, of course, there’s the energy business, and 
hepe I can’t help but feel that the thing that shocks the people 
the most is  not so much the long l ines ,  but the notion that here 
w/; are in the United States and nobody could lay a glove on us, 
a»id all of a sudden here are these people who have really laid 
♦ glove on us. flow I think we are reacting oret ty  well ,  and we 
ire tightening up our belts  in the short run, and 1 hope we will  
have the determination to do the things in the long run that will  
get us out of the vulnerable position that we were getting ourselves 
n̂to, and the great thing about i t  is we can do i t .  All the resources 

fire there. But nevertheless, this i s  a very unnerving experience 
for the country.

So that is my th es i s ,  that the thing that is troubling 
people is that on many areas that go deeply into the sense of 
oor culture and society and economy, we have, either by deliberate  
decision or by the flow of events, l e t  go of old ways of thinking 

°^Q consensus and old mooring, and we haven’t yet found the
moorings, the new commonly held bel ie fs  that we need to sustain

as.

t Now 1 think that i f  you re f l ec t  on al l  of the examples
IteS I have given, i t  must be apparent that,  I think on p r a c t i c a l l y  
5 U?f while they can be looked upon as problems and as

t i e s ,  i t ’s also equally,  perhaps more, possible to say 
BP these represent genuine opportune t i e s  to construct a better 

.They represent a genuine way for Americans to express 
«•net sp ir i t  that vie have always had of adventure, of wil l ingness  

sxplore the front iers ,  of a desire to continue the momentum 
^American l i f e ,  of trying to improve the qualitative» as well 
^.quantitative, aspects of our l i f e .  So just as eas i ly  as using 
p ‘l  thesis to explain why i t  i s  that people seem to have this  
^nse of unease, I think one could imagine using i t  as a way of 
saJnng why i t  Is that everybody is so l i f t e d  up and excited about
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rife. But that Isn't  the way they are. So I think we have to 
then ask why the interpretation.  And at l eas t ,  as I would judge 
Ht, i t  comes fa ir ly  close to some of the things that John deButts 
was saying in h1$ talk today. I think i t  results from the fact  
bat somehow we have los t  the right interplay between our roles  
as followers and our roles as leaders.  And i t  seems to be very 
difficult for us to follow leadership these days and to recognise 
it and to honor i t .

business, simply, because, i t  seems to me, i t  predated the Watergate. 
This is something that certainly af fects  the President, but i t  
is not limited by any means to the President. It is  a characterist ic  
that runs right across the whole society .  I t ' s  been quite a j o l t  
around Washington for the members of the Congress to find that 
they stand lower than the President does In the pol ls ,  so apparently 
something's wrong there. But business leadership i s  way down 
low on the totem pole. There's net room at the top - -  there's  
plenty of room at the too of the totem pole; there's not room 
at the bottom. Business leadership doesn't seem to stand very 
pìì; union leadership doesn't stand very well; the univers it ies  
aren't respected in the way that they once were, by quite a long 
shot; our rel igious inst i tut ions  are not.

Now this is  not something that comes out of the Watergate

The mediamecna, of course, ?odia, of course, looks us al l  over all  of the time, 
at even the media has caused some people to scratch 

in a while and I think they, as well as the rest  
t up in this syndrome of the problem of leadership

but I suspect that even the media has c 
their heads once in a while and I think 
p us, are caught up in this syndrome o
ps ws see i t  and feel i t ,  sense i t  around the country.

pave somehow stirred people up again
In my view 
©w stirred

aw, what has happened is not that r 
ad people up against 1sadership, bu 
i t  to ourselves.  There i s  a proces

that radical elements 
hip, but rather 

process of mutualfelt we are doing i t  to ourselves,  
peri mi nation that 1s sometimes bey 
pile heads of a major industry in,  fi— - ~ V' ■ * . ^ ” ? ■•'***
|ŝ cot them down l ike  clay pigeons, t 
parri 11 a warfare on another element

that 1s sometimes beyond bel i ef  
major industry In, have them a

mg i t  to ourselves,  mere i s
When you bring 

1 stand up and then 
sacre. That is 
ship. So we have

p process of mutual recrimination.  
[Ware going on in which we are s 
? anybody sticks  his head up, i s  

n® target and must be shot down.

l ike  clay pigeons, that i s  massacre. That is  
re on another element of leadership. So wa have 
tual recrimination. We have a process of guerril la  
e? in which {we are sort of tearing everybody down, 
ks his head up, i s  looking pretty good, he becomes

ijf the pe  
If itself h 
take this
on as 3S1 ^vamnl a East diplomacy 

1 ^ndership in 
a t e r r i f i c

avamwTa But our t^ndership in many areas i s  very good, 
we have John deSut a t e r r i f i c  leader, a t e r r i f i c  perso 
ave to do Is go abroad and pick up the telephone and
he idea that somehow our telephone company must be doing 
right and i t  must — i t  must. . .

s i s  very good, 
a t e r r i f i c  person.

hing right and i t  must - -
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[LAUGHTER AND APPLAUSE]
SECRETARY SHULTZ: . . . t h a t  there's something there,  

and you can say this-  So we have good quality leadership In our 
business community- As individuals,  you know them, you're part 
of them.

Take our labor leadership. I'm a great fan of George 
Heany. He's a t e r r i f i c  leader, I think. I don't say j -  he doesn't  
agree with me all  the time, by a long shot,  and I don't agree 
with him. But he's a damned good leader for the American labor 
movement, and as you look around among others in that leadership 
group, you see many people who are outstanding.

And I think the same can be said for our professorial  
ranks and for individuals in the religious and the media and many 
others. So I don't attribute this as a characterist ic of individuals  
but somehow or other, to the times and to this sense of recrimination 
that is so widespread.

So what do we do about i t? Well, I'm the las t  person 
in the v/orld, having come from the university world - -  which is  
the world of cr it ic ism.  That's what you l ive  on there — to say 
that we should try to reconstruct ourselves and not be so cr i t ica l  
snd so forth. Vie must maintain our sense of cr i t ic ism, but I 
think that we need to try more than we have to put the pieces 
together. Vie need to remember that saying that i t ' s  much easier  
to be cr i t ica l  than 1t 1s to be constructive.  And after al l  is 
said and one, i t  seems to me, as I think was the theme of John's 
remarks - -  after al l  is  said and done and we've a l l  had our bellyful  
of seeing everything that's  proposed c r i t i c i s e d ,  there is  this  
Jassire to say, "Well, al l  right,  you've cr i t ic ized  everything,  
jhat have you got to offer that's  constructive? What cari you 

And then get out and do 1t.

i t  seems to me that as leaders,  as people in positions  
°* Psspons 1 bi 1 i t y ,  we need to remember that and we need to Identify  
Problems, make constructive proposals to deal with them, and take 
act1on behind those proposals, and at the same time certainly

the press 
' t̂b a good

what not
1 f| o a
* V(<> ^

by some chance somebody comes up 
why don't we admit i t  once in a while and say,

»at sounds constructive.  I ' l l  follow you on that." And develop 
only a sense of leadership, but a sense of fellowship in trying 

to refresh ourselves and our sp ir i t  in America. And I think i f  
K can do th i s ,  then we have all  of  the ingredients here in terms 
°! *he great issues and probleais that are open to us, that are

this point not so structured that you can’t do something construct!



8 £
open right now

We can apply ourselves to these types of problems that
jl mentioned, and we can get the sense of excitement and adventure 
and direction for our country and Ideals for our country that 
»e have l ived by and can continue to l ive  by, and make out of  
this situation something very posit ive that l i f t s  us up and allow 
us to say, with John deButts, yes* I do believe in America. I 
do believe in the leadership that we have across the country.
In government, out of government, and I*m wi ll ing to give i t  a 
chance and to work with i t  to solve these great problems which,
If solyed in a reasonable and sat is factory way, wil l  be so great 
for our country.

Thank you.
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Names and Titles of those accompanying Nikolay Semonovich Patoliche

to meeting with Secretary Shultz, Feb. 25, 3:00 p.m.

Vladimir Sergeyevich Alkhimov 
Deputy Minister of Foreign Trade;
Cochairman, US-USSR Trade and Economic Council
Sergey Arkad’yevich MkrtumovTrade Representative Designate, USSR Trade
Representation, Washington, D, C.
Rem Grigor1yevich Gorbunov
Executive Secretary, Soviet Secretariate
Joint US-USSR Commercial Commission
Oleg Aleksandrovich Lyamin 
Interpreter, Ministry of Foreign Trade

Minister of Foreign Trade; 
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RELEASE 6:30 P.M. February 25, 1974

RESULTS OF TREASURY’S WEEKLY BILL AUCTIONS

Tenders for $2.5 billion of 13-week Treasury bills and for $1.8 billion 
of 26-week Treasury bills, both series to be issued on February 28, 1974, were 
opened at the Federal Reserve Banks today. The details are as follows:
RANGE OF ACCEPTED 
COMPETITIVE BIDS:

13-week bills 
maturing May 30, 1974

26-week bills 
maturing August 29, 1974

Equivalent Equivalent
Price annual rate Price annual rate

High 98.198 a/ 7.129% 96.440 b/ 7.042%
Low 98.170 7.240% 96.413 7.095%
Average 98.183 7.188% 1/ 96.420 7.081% 1/

Excepting 2 tenders totaling $30,000 b/ Excepting 2 tenders totaling $520,000
Tenders at the low price for the 13-week bills were allotted 19% .

Tenders at the low price for the 26-week bills were allotted 12% j
AL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Applied For Accepted Applied For Accepted ‘
Boston $ 45,740,000 $ 34,930,000 $ 33,360,000 $ 10,310,¿00
New York 3,012,355,000 1,967,355,000 3,039,715,000 1,610,885,000
Philadelphia 52,765,000 27,765,000 36,490,000 11,490,000Cleveland 46,515,000 46,515,000 55,690,000 15,585,000Richmond 51,915,000 45,105,000 44,830,000 24,500,000Atlanta 25,305,000 25,305,000 12,840,000 11,920,000Chicago 227,445,000 127,345,000 272,695,000 39,445,000St. Louis 55,340,000 42,340,000 43,635,000 17,135,000Minneapolis 23,655,000 19,655,000 18,115,000 3,965,000Kansas City 42,565,000 34,485,000 30,915,000 22,865,000Dallas 33,020,000 19,965,000 26,390,000 11,510,000San Francisco 164,615,000 109,375,000 110,670,000 20,670,000

TOTALS $3,781,235,000 $2,500,140,000c/ $3,725,345,000 $1,800,280,0001/
/̂includes $412,570,000 noncompetitive tenders accepted at the average price. 
1/Includes $175,680,000 noncompetitive tenders accepted at the average price.
1/ These rates are on a bank discount basis. The equivalent coupon issue yields 

are 7.42 <j0 for the 13-week bills, and 7.45 $ for the 26-week bills.
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SECRETARY SHULTZ:■  Mr. M in iste r, Co-Chairmen Alkhimov 

and Kendall? members of the Congress? and a l l  of our guests 

from the Soviet Onion and from the United S ta te s:

We welcome you here t h is  evening and fo r your 

e n tire  v is it «

' I  th ink we ask ourselves? as we look around arid meet
}

each other and ta lk  and shake hands? what is  i t  that brings 

us together?

I  th in k the answer is  summed up.quite w ell in  a word,j 

although the word it s e lf  is  m ysterious to many? and c e rta in ly  j 
subject to many problems? of course? the word is  the emerging 

sense of detente.

% We know that th is  is  a re la tio n sh ip  that is  not 

s ta t ic ?  and that is  more d if f ic u lt  to manage and to understand 

and to work, with than a sim ple, unchanging? h o s t ile  re la t io n ­

sh ip .

.So we know that detente is  not a thing that we can

take a p ictu re  of as in  a sense a re la tio n sh ip  was. I t  is
*

more a p tly  a process that goes on and develops and. changes 

and sees problems and meets problems and works in  vario us 

dim ensions.

And as our leadership? President Nixon? and General 

Secretary Brezhnev have developed th is  new s p ir it ?  i t  has

moved forward on, a d iverse set of fro n ts.
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. It. is  act. a u n ita ry  phenomenon', bub Is.- set forward 

in  'terms of p o lit ic a l re latio n sh ip s*  m ilit a r y  concernsv sai*~ 

e h ti-fic  developments, c u ltu ra l a f f a ir s , economic and tradin< 

re la tio n sh ip sf and many others? in  other words, i t  is  a 

d iverse  process»

' And, o f course, we know that a l l  of these parts are 

re late d  to each other, and we seek to have them move in .this. 

process in  a manner which is  s e lf-re in fo rc in g ? each p art helps 

the other p art, and is  re late d  to the other part»

Of course, our p a rt ic u la r  p art here of th is  process 

of such importance to the world has to. do w ith economic and 

trad ing re la tio n sh ip s , and i t  is  pur concern to see these 

develop*

1  th in k , ju s t  looking' a t the assemblage here th is

evening, is  ample demonstration of the extent to which we hav<

moved together in  th is  area*
•V

We know that we have accomplishments that can he 

pointed to* On© of the great v irtu e s  of th is  f ie ld  of work 

is  that as you work through the process, there is  a plant*

You can point to it*  Here i s •vodka. You can d rin k  it*

Some people even d rin k  Pepsi Cola*

(General lau g hter«)

SECRETARY SEOhTZs There is  a tan g ib le  — X d rin k  

i t  myself* . R e a lly , Don, X dp* I t  is  very good*

There is  something tan g ib le  about i t ,  and you can
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It meana 

us«

■ it* and .people are able 

jo b s. I t  means things that we consume, and that help

And so I  th in k that we have an opportunity in  th is  

f ie ld  to contribute im portantly -to the development of th is  

broad process that 1 referred to e a r lie r ,

X have been lis te n in g  c a re fu lly  to the in te rp re te r, 

and 1 do fe e l comforted to see that she in te rp re ts everything 

e x actly  the way I  say it*

(General lau g h ter,}

SECRETARY SHULTZ5 We a lso  have our problems, and we 

know that one of them is  the problem that has h is t o r ic a lly  been 

known as MPN, or Most Favored Matron Treatment, which has be­

come re late d  to the way in  which finan cin g  is  arranged fo r 

trad e•
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I  th in k , m yself, that to some extent we are , as is  

often the case, the p riso ners of our words because the words 

im ply that what is  feeing sought is  some so rt of sp e c ia l deal • 

that makes the Soviet Nation the most favored nation fo r our 

trade or which provides fo r them a form ©f finan cin g that is 

better than, d iffe re n t from the finan cin g  a v a ila b le  to other 

co untries w ith whom wa trade*

At any ra te , i t  seems to me we ought to try  to coin 

a new phrase th at is  more d e scrip tiv e  of what i t  is  that we.

;
are seeking.
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What, we are seeding is cgual trading opportunitie •? 
Let us have ETO, rather than MFH, or something like that, that 
describes the process that is involved, and perhaps that- can 
make some small contribution to this particular problem that

are•struggling with*
At any rate, as we work together, we develop more 

information about each' other. We develop an ability to anti­
cipate and to help, and we develop a greater sense of certaint 
and assurance that I suppose sometimes is summarized by the 
word "trust" or "confidence, " and I think this is all to the
■ i* .• Y-, ■ ■ • ' 1 | i ° . ‘ BSHS• .  'i ■'' ■ 3pp ^
good..... .

At the same time, in any relationship of this kind, 
where we are trying to project into the future and plan ahead 
a little, we know that we are dealing with uncertainty. Un­

certainty is'a part of life, and we cannot avoid that.
I suppose the test ©f our developing ability to 

work together is often in how well we are able to handle the 
uncertainty and the difficulties that arise.

X think that with all of the accomplishments, never« 
the!ess, there is considerable uncertainty right nows and a 

measure of our ability to handle it is the sense in which X

23

think it is fair to say all of the people here this evening 
are continuing on in developing our projects, working them 
through, trying to bring them to a constructive fruition, as 
the time is appropriate, while we struggle with the



u n ce rta in tie s and the problems«
1 th in k , as young as our re la tio n sh ip  is ,  in  some 

very deep and important ways, in  the economic sphere as w ell 

& b in  other spheres which 1 need not go in to , i t  is  measuring 

up to some important tests*

One of the reasons fo r th is  is  su re ly  M in ister 

P& toiiehev, who has worn out two S e cretarie s of Commerce, 

and is  working on h is  th ird  —

(General lau g h ter.)

SECRETARY SHUtTZs —— and who has a great deal to 

do w ith developing th is  re la tio n sh ip , and who has come to be 

* admired by even S e cretarie s of the Treasury, le t  alone 

Se cretarie s of Commerce*

We fe e l very much in your debt, Mr. M in iste r, fo r 

your continued and co n stru ctive , although tough, approaches 

hcjre *
t

We know that you are a person who, "as an in d iv id u a l 

as a human being, has put a great deal of yo u rse lf into th is  

re la tio n sh ip , and we appreciate i t .

7. want to propose a p a rt ic u la r  to ast, which I  w il l  

propose as soon as she tra n sla te s t h is .

To M in ister Pafcolichev.

(A' to a st.}

(A chorus of "H ear-H ear.")

(Applause•}
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by my counterpart, Mr, Shults* I am in a very- difficult posi­
tion; but, still, I will risk* t

1 will start from thanking Mr* Shultz for his 
invitation to come to this country and participate in tomorrow* 
meeting • of our Joint- Soviefc-Aiaerican Economic;Trade Council.

I also want to thank Mr* Shultz, for the opportunity
* • ' ihe has accorded me of meeting with high-ranking and respected 

people in this country.
Well, at least, you are a l l  w ell aware, as you sa id ,

X am working on a third Secretary.
’ ■ • ' * • ' • • • , ’ ' ).

(General laughter«)
• . • • ■ • • I m  m

MINISTER PATOLICHEV: W ell, X do not th in k th a t, 

because you are occupied with serio us m atters«

Here X see Mr. Peterson and other gentlemen« X met 

here w ith a big group of Congressmen who visited.Moscow* X 

see here Mr*. Hartke. I  see here in  the audience many of the,. 

■Congressmen 1 met with in Moscow and here in  Washington*

A lso present here' is  a big number of business people 

with whom we have been operating a l l  ready fo r a long time-*

I t  is  n atu ral that a M in ister of Foreign Trade of. 

the Soviet Union is  supposed to ta lk  about trade, although.it 

is  true I  have not-'got- enough experience in  foreign trade, 

not y e t.

(General-'laughter *) "
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facto ry a t T a g lia t i in the Soviet. Union p b u ilt  in  cooperation 

w ith the F ia t  of I t a ly .  For that purpose, a temporary 

Purchasing Commission was set up in  the C ity  of Turin# «and 

has been functioning fo r the la s t  f iv e  years, and no problem 

has ever a rise n  in  connection w ith th at.

Perhaps I  was not exact in  my statement, and i t  is  

d if f ic u lt  to say who is  more interested in  the existence of 

that Temporary Purchasing Commission? o u rse lves, or the 

other s id e .

Perhaps I  am not very exact in  my statement. 

E v id e n tly , both sid es are very much interested in  that*

I  could have given you examples of that- so rt by

dozens which have not been in  d iscu ssio n  fo r the past fifte e n  

years altogether*

But we have been facing  these problems here w hile 

d iscu ssin g  m atters re la t in g  to economic cooperation, of 

course* To put a question •— perhaps i t  is  not put w hile 

d iscu ssin g  these problems alto gether. Perhaps the time has 

a rriv e d  in  the United States to d iscu ss these th in g s.

Would i t  be r ig h t fo r us to assume such an approach 

since dozens of American businessmen come to Moscow, and go 

back home w ith concluded deals and agreements?

E v id e n tly , there is  so rt of a t r a f f ic  one way# and

a so rt of t r a f f ic  the* other way. 1 do not th ink I  w il l  say 

anything new i f  X re fe r to one statement made by our General
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Secretary, Leonid Br eslmev.

He sa id  that the United States was able to su rvive  

on it s  om , and the So viet Union could go on su rv iv in g  on it s  

own, and that was, in  fa c t, the case in  the past*

In  that connection, X want to say that I  belong 

a generation, and my colleagues s it t in g  here may be in  that 

category, too,- although I  may be a b it  e ld er than them.

Speaking of my generation, we have corse through a l l  

'the d isa ste rs  that could be imagined in  a life t im e , and wa 

are prepared to say to anyone that some so rt of d iscrim ination 

o r lim ita t io n  with respect to the So viet Union may stop it s  

movement forward* We can t e l l  that gentleman that th is  is  

h is  u tte r delusion*

S t i l l ,  we th in k  th at t h is  process t h a t .is  going on 

should lead to p o sitiv e  re s u lts  here in  the United States,

But perhaps we have more r ig h t  than others to know what the 

war is  lik e .a n d  how dear a peace can be.

Perhaps we have a l i t t l e  more m otivation than could 

be found anywhere fo r a detente. And on cur p art, we w il l  bs 

doing everything that we can to boost th is  process.

We have been a lso  motivated by another circum stance, 

and that is' you may agree or disagree w ith your partner, but y 

have to lis t e n  to what he has to say.

How can you disagree w ith a partner when you did  .not 

"have enough time to lis t e n  to him and to sea h is  point of view'
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rhat is  why we are so eager to explain  our point of

view .

Today,, I  a l l  ready made a speech at on© s o c ia l 

occasion, and, p a rt ic u la r ly , 1 made the follow ing statement. 

The statement was the fa c t that when people ask me back home 

how I  was going to explain  our p o sitio n  here, X sa id  that I  

would try  to exp la in  the way we would do th ings back home 

because we a lso  have our own Parliam ent, and we have a lso  our 

own in te rn a l re g u la tio n s. That is  what X answered them, how 

we are going to do i t .

So X can assure you hers that we w il l  do our best 

so that our Parliam ent adopts a le g is la t io n  that would not in  

any way be d iscrim in ato ry  in  terms of trade to the United 

S tate s.

We would supply enough arguments for the Supreme 

Soviet to support us? to put forward enough arguments, p o lit i~  

c a l,  economical, m ilit a r y . In  a word, enough arguments for 

the So viet people to support us.

Some people say that i t  is  only the Soviet Union 

which is  interested in  developing trade, and not the United 

States a

1 th in k  those gentlemen delude themselves. The 

Soviet Union has enough s c ie n t if ic  and technolo gical p o te n tia l 

to be able to produce anything to be s e lf -s u f f ic ie n t  in  every­

thing or almost everything.
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When some people say that we are interested in 
purchasing more than technology, they are wrong«

Yon see? our vodka 'did not strengthen your military 
potential like Pepsi Cola ours.

As to the desire to buy something which is up to 
date? it is a natural desire of everyone going to buy. We are 
not inferior to others to have a different approach and to 
accept anything being offered to us.

Everyone is trying to buy what is best, and why 
should we be accused of doing it? We do not understand that.

At any rate, many of the U. S» Congressmen visiting 
our country, and many of the representatives of the business 
community here were meeting at high levels in our country, 
and particularly with the General Secretary? who took time 
to explain in detail the attitude of the Soviet Union to these 
sorts of things.

Although this is an internal affair, we think that 
for those willing to discuss these things with us, we would 
be readily available at all times? and would be prepared to 
argue and listen to counterarguments, and so on.

In conclusion? what can X say? I am not a politician 
or a diplomat, I am a young salesman.

(General laughter.)
MINISTER PATOLXCHEV: I want to develop trade with 

you, and it can be quite substantial. The two biggest and, most



C '
developed countries in the world, and what we have done ara 

the first steps*
Tomorrow, we are going to have the first meeting 

of the recently-established Soviefc-American Trade and Economic 
Council, and on© of the organisations in a trading mechanism 
that could be very conducive to trade.

But any mechanism could run idle if no appropriate 
conditions are created for this. It does happen in life some­
times .

You start on a hiking trip with a friend, but after 
five miles, he says, s,That is enough for me. I cannot go any
& arther,

The other one walks farther. He may encounter 
winds, but he is still walking along, and walking along, and 
walking along.

(Applause.}
MINISTER PATOLXCHEV: In conclusion, dear gentlemen, 

I want to raise my glass to the development of trading, 
economic and political relations, good relations between our 
two countries.

On behalf of all of the Soviet colleagues here, I 

suggest a toast to all the Americans present in this room, 
and, personally, to my colleague [Secretary Shultz]? because 

without his invitation, my presence here would not have been 

possible.



We wish everyone of you health, happiness and
success*

(A toast*)
(Applause.)
SECRETARY SHULT2: Is Mr. Collins here?
Would you stand up, please?
Mr. .Collins has two very special attributes that 1 

know of. personally ? one is that, he is the only man in this 
room who has been, to the moon; and the other is that he has 
a museum next door that chronicles all sorts of things about 
flight and space? and so on.

He stands ready to show anyone here who wants to 
see this. ' It will not. take lone to go with him, and he will 
■give you a guided tour through a moon capsule? and tell you 
exactly how it worked, and so on.

Anyone who wants to do that is welcome to follow 
Mr. Collins*. Of course, we .live here in a voluntary society

(General laughter.)
SECRETARY SHULTZ: -—  so those who do not want to

go, do not have to.
. Mr* Collins, if you will come out here where every­

one can see where you are«
If anyone wants to go on this tour, if you will 

follow Mr* Collins, he will be delighted to escort you* ■
For all of those who want to go on the tour, you can
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FEDERAL ENERGY OFFICE
Public Affairs U.S. Post Office Building 

Benjamin Franklin Station 
Washington, D.C. 20461 
Telephone: 961-6161

The Federal Energy Office will allow refiners to raise 
gasoline prices one cent a gallon, and require them to lower 
distillate fuel prices two cents a gallon, to encourage 
increased production of gasoline, Administrator William E.
Simon s a id  today.

The price changes will be reflected in refiners' March 1 
price adjustments, as allowed by FEO cost pass-through 
regulations, and will affect consumers a few days after that.

D i s t i l l a t e  fu e ls  are  used to  heat homes and f a c t o r ie s , 

as d ie s e l  fu e l fo r  tru c k s  and farm  t r a c t o r s ,  and fo r  o ther  

purposes. H igh -g ra d e  d i s t i l l a t e  (kerosene) i s  used fo r  j e t  fu e l.

The action supersedes pricing steps taken December 5 and 
December 28, 1973, when refiners were being encouraged to 
increase distillate production to ensure that ample supplies 
of home heating oil would be available during the winter.

"We have had excellent cooperation from the public and 
refiners this winter," Simon said, "so that we are coming to 
the end of the heating season with good stocks of distillate 
on hand.

"A generally mild winter also helped, but I can't stress 
enough the public and industry cooperation which we received. 
People did turn their thermostats down and the refiners did 
respond to public needs."

IMMEDIATE RELEASE FEBRUARY 25, 1974
SIMON ANNOUNCES REFINERY SHIFT 

TO INCREASE GASOLINE PRODUCTION

E-74-84 (more)
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Stocks of distillate fuel for the week ending 
February 15 were up 46 million barrels from the same 
week of 1973, and 37 million barrels above the same week 
two years ago. Consumption for the week was down 20.9 
percent, and for the latest four-week period —  usually 
the heaviest heating period of the year —  consumption was 
down 19.3 percent.

The price changes will have virtually no effect upon 
refiners' profits, since the decrease in distillate price 
essentially balances the increase in gasoline prices.

Domestic refiners can usually convert on the average 
about 42 percent of the crude oil to gasoline in the fall 
and winter season, and 48 percent in the spring and summer 
when demand for gasoline is greater.

Conversely, distillate ouput usually averages 22 percent 
in the summer and 28 percent in the winter when demand for 
this fuel is greatest.

-FEO -

E-74-84



STATEMENT BY THE HONORABLE WILLIAM E. SIMON 
ADMINISTRATOR, FEDERAL ENERGY OFFICE 
BEFORE THE WASHINGTON ENERGY CONFERENCE 
WASHINGTON, D. C., FEBRUARY 11, 1974

The world economy is undergoing a period of rapid change
and growth. Decisions made in one country effect the patterns
of life for the rest of the world. Such decisions demand not
only the collective wisdom of world leadership but also a
continuing spirit of cooperation among the countries of the
world. By building an international framework of cooperation
among nations, I am convinced that we can overcome the problems
that face all of us in the energy area today, and can establish
a permanent structure for world-wide economic development. The
explanation of our current problems lies in ourselves - in our
own failure to acknowledge our interdependence and plan for it.
There are several areas in which we have failed. On an
individual basis, we in the United States and other individual
industrialized nations have misued our energy resources, and
failed to gain control over the rate of growth of energy demand,

\

largely because our shortsightedness has lulled us into 
believing that abundant and cheap energy supplies could continue



indefinitely. Further, we have failed to develop available 
domestic energy resources adequately. As a group, all of 
the major consuming countries have failed to develop and 
agree upon allocation programs to meet emergency shortage 
situations. Further, we have failed to coordinate our 
national energy policies or even to adequately discuss their 
interrelations at a high political level. In fact, we do 
not have an adequate supply of information and data on world 
demand and supply, oil supply arrangements between consumer 
and producer nations, and future prospective resources in 
order to adopt realistic energy policies. Because of these 
failures, we now find ourselves at a cross-roads faced with 
a choice which will influence the history of future generations 
of the modern world. We can ignore the lessons of the past and 
be doomed to relive them; or we can learn from them and forge 
together a new atmosphere for orderly world economic growth.

As such, we must commit ourselves to work against uncon­
strained bilateral deals which will be counter-productive to 
all of our goals. In fact, we must seek to redefine bilateralism 
so that bilateral arrangements only occur within the umbrella of
international cooperation.

\Today, I would like to present to you our views on how 
we can do this. At a time when the energy shortage has caused



a sense of paralysis that grips many people of the world, we 
must calmly place the issues in the proper perspective. We 
must ring the emotions out of our considerations of these 
issues, and carefully assess where we are and where we must 
go from here.

In order to understand the nature of the problem we 
now face and how we can overcome it, I think it is important 
to review the world energy situation, in particular with 
respect to production, consumption and energy prices, as 
well as the impact which these factors have on balance of 
payments, on employment and on the world economy.

Production and Consumption
First of all, let us review the world production-

consumption picture. During September 1973, free world
petroleum production averaged 47.8 million barrels per day.

In the subsequent months, after the outbreak of war in
the Middle East, production declined as a result of intentional .
cutbacks by a few of the oil producing countries bordering on
the Persian Gulf. The low point in production was reached in

\
November when free world production was estimated to be only
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43.2 million barrels per day. By January 1974 production had 
increased to an estimated 46.2 million barrels per day, a level 
about eight percent below pre-war estimates of the level of 
January production.

Consumption in January was probably about equal to January 
production. There had been some drawdown in stocks of crude 
and petroleum products, but the cumulative reduction by the 
end of January is estimated to have been only on the order of 
magnitude of 100 million barrels.

For the calendar year 1974 as a whole it is estimated that 
through responsible and efficient use of existing and planned 
facilities the free world could produce about 51.4 million 
barrels per day. Whether conditions in 1974 will be such 
that producers will choose to produce that much and consumers 
will consume and add to inventories that much oil is
very difficult to predict.

P rice s

In September 1973 the arms-length open-market FOB price
for a new short-duration sale of a cargo of Arabian light crude
was on the order of $2.12 per barrel. In November some crude
sales apparently were at prices in excess of the equivalent of

\

$15 per barrel for Arabian light. By the end of January the 
comparable spot market price had apparently fallen to the 
$10 to $11 per barrel ranae.
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In  light of continuing efforts to reduce consumption around 

the world, the potential clearly exists for spot market prices 
to continue to decline. There can be no certainty how greatly 
consumers —  and their governments —  will be inclined to reduce 
their consumption below the pre-war forecast of about 51.4 million 
barrels per day in consumption plus normal inventory build-up 
in 1974.

A rough estimate now would be for free world 1974 
consumption of about 46.4 million barrels per day if oil 
prices around the world average in 1974 a level consistent
with an Arabian light FOB price of $8.50 per barrel. On a 
comparable basis estimated consumption would be on the order
of 50.3 million barrels per day with an Arabian light price
of $4.50 per barrel.

To these consumption estimates must be added estimates 
for the build-up of inventories. Companies and governments will 
undoubtedly wish over coming months to add to their inventories, 
not only to return to levels considered normal in the past, 
but also to provide greater security against the demonstrated 
insecurity of imported supplies. Ultimate objectives for inven­
tories will probably be considerably in excess of targets to be

/



Spare Capacity

At either of these illustrative combinations of price and 

oil use in 1974 the w o r l d ’s forecast "normal" oil production 

capacity would not be fully employed during the year. Whether 

some oil producing nations will choose to allow some of their 

"normal" production capacity to lie idle, with accompanying loss 

of revenue, is, of course, problematical. Assuming as at present, 

most producers wish to maintain production, relatively sharp 

cutbacks would be necessary by the remaining producers at the 

$8.50 price. For instance, if only Saudi Arabia restrained its 

production, then for the year Saudi production would average only 

3.6 million barrels per day, only about 44 percent of its potential 

output.

If 1974 production restraint were borne on an equal percentage 

basis by Saudi Arabia, Kuwait, the United Arab Emirates, and Qatar, 

then the production for each would be about sixty-seven percent

of capacity. At the $4.50 price on these assumptions, there would 
still be a margin of excess capacity in these countries.
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Certainly at the higher of the two illustrative price 

levels, and quite possibly at the lower level as well, 

production in other oil countries would grow faster than 

world demand over the years after 1974, so that the relative 

production restraint would need to be increased over time 

to maintain those prices.

Balance of Payments Impacts

The impact of such higher costs of imported oil will be 

severe upon the economies of many oil-consuming nations. The 

increased costs in 1974 for the less developed nations alone 

would be on the order of $9 billion at the $8.50 price and 

approaching $5 billion at the $4.50 price. As a consequence 

of these changes in oil payments, the projected 1974 current 

account deficit for the LDCs would be estimated at about $22 

billion at the $8.50 price and on the order of $18 billion at 

the $4.50 price.

The incidence of the higher oil prices among individual 

LDC's will vary widely. Some of the hardest hit countries 

such as India, Bangladesh, and the draught-ridden regions

of Western Africa not only face a significant increase in their 

import bill but'^their low per capita incomes and slow rates of 

growth of output and of exports will make it difficult to 

finance anything approaching the same volume of imports as in 

1973. Other countries -- such as Brazil, Korea, Taiwan, and 

Turkey —  while facing a significant increase in their import



Employment and Inflation

These large increases in payments will worsen both the 

employment and inflation situation in oil importing countries. 

Even after adjustment in monetary and fiscal policies, 

these increased import bills will have a deflationary impact 

on demand for domestic production, as purchasing power is 

diverted from domestically produced goods and services in 

order to meet increased oil import payments.

At the same time that demand for domestic production is 

being decreased, cost push inflationary pressures will be 

increased as a result of the direct impact of oil price rises 

on price indexes and possibly also as a result of intensified 

labor pressures attempting to secure a wage increase sufficient 

to offset the decrease in the standard of living implied by 

the increased price of oil.

There is also likely to be a temporary increase in 

unemployment and decline in output as patterns of consumption 

and production are readjusted to the levels of energy costs.
' ■ f ' .Particularly hard hit will be such products as automobiles, 

plastics, fertilizers, and boating and camping equipment.

It is estimated that for a number of the large industrial

countries these factors, even after appropriate adjustments
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in fiscal and monetary policies, could combine to reduce rates 

of real economic growth by one to one and one-half percent 

during 1974, if an $8.50 level of prices prevailed. There 

could be two to three percent additional upward pressure on 

prices in many countries. At a $4.50 level of prices these 

impacts would be considerably less.

The Economic Impact of Higher Oil Prices

In general, then, projections of the economic impact for 

1974 of higher price levels for oil indicate that oil-consuming 

nations will experience lower rates of growth, higher rates of 

inflation, higher levels of unemployment, lower levels of real 

income, and notably less favorable trade balances than 

previously anticipated. The economic impact of higher oil 

prices will vary widely among countries reflecting not only 

differing degrees of dependence on imported oil, but also 

differing degrees of financial strength and economic adapta­

bility. All industrial nations, with the possible exception 

of Canada, could experience serious economic difficulties, as 

will many LDCs. For LDCs with inadequate reserves, low per 

capita incomes, and slow rates of output and export growth, 

the economic impact of higher oil prices could be extremely\ t

severe.
For the developed countries -- which in recent years have 

typically run current account surpluses in the order of
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$10 billion per year —  the increased oil costs at the $8.5b 

per barrel price would mean a current account deficit of more 

than $30 billion. At the $4.50 price, the deficit for the 

developed countries would still be in the range of 5 to 10 

billion dollars. For the OPEC producers, even after taking 

into account an assumed increase in their imports, an $8.50 

price would yield a current account surplus in the order of 

$55 billion. The $4.50 price would still yield a surplus in 

excess of the $20 billion range. The corresponding increases 

during 1974 in the foreign asset holdings of the producing 

countries, while large, will still be equal to only a small 

fraction of the assets traded in the financial markets of the 

OECD countries.

The incidence among the developed countries is relatively 

evenly spread, with projections of increased oil payments as 

a percent of total imports falling in the range of 10 to 20 

percent for most countries. Japan will be particularly hard 

hit with a projected increase in oil payments approaching 

one-third of total 1973 imports. Canada, on the other hand, 

with oil exports of roughly the same magnitude as imports, 

should feel virtually no net balance of payments impact from

the changes.
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Project Independence

At this point, I think it is important to carefully 

assess these projections of energy production, consumption 

and prices and recognize that they are flashing warning 

signals to which we must respond. We must realize that 

these projections depend upon the basic assumption that 

recent trends in world demand for energy, in the sources 

of energy, and in the form in which energy is supplied, 

will continue largely unchanged. Together, we can prevent 

this from happening.

The projections do show —  clearly and vividly —  

that we face far-reaching changes in our energy balances.

We must accept that the rising demand for energy will lead 

to a substantial increase in real costs. We cannot be 

blind to the concentrated location of the existing resources 

which can be made available for the years immediately ahead.

But, there is another side. These projections show us 

what needs to be done. If we approach it bilaterally, a 

potential crisis will become a reality. However, if we make 

the commitment to join together, a potential crisis may be
v

translated into a real opportunity. In essence, the energy 

problem is the most infinitely solvable one we have -- hut 

we must approach it together. Action by consuming countries, 

with a long view of their best interest, is required now.



12
. „  n o v  „We, in the United States —  in our actions and in o 

planning —  are participating in this process with the 

greatest sense of urgency.

In November 1973, the President of the United States 

inaugurated Project Independence, designed to ensure an 

expansion in domestic energy production so that our Nation 

would no longer be subject to economic disruption, or the 

threat of such disruption, from a sudden curtailment of vital 
energy supplies.

Project Independence is designed:

(1) To conserve energy - to establish a new energy ethic 

that will greatly reduce our growing demand for 

energy;

(2) To increase production of all forms of energy in

/ ' the United States; and

(3) To meet our energy needs at the lowest cost 

consistent with the protection of both national 

security and environment.

As we begin this Conference, we must not view Project

Independence as a move toward autarchy but rather we must

see it as part of a world-wide effort to bring greater balance\ /
to world energy supply and demand. Our current energy problems 

magnify the fact that we live in an interdependent world. Wo 

in the United States view Project Independence as a means for
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us to reduce our call on oil available to the international " 

market. Moreover, it is our way to become exporters of energy

to the rest of the world. Let us now look carefully at Project 

Independence and relate this initiative to what we all can and 

must do together.

The first major thrust of U.S. energy policy is to 

eliminate waste and conserve energy resources. The United 

States is the largest energy consumer, using one-third of the 

world's energy. Our pattern of energy consumption has in part, 

resulted from the relatively low cost of energy in the past.

As prices rise, normal market forces will result in a reduction 

in demand. The problem, however, is that we cannot wait for 

these forces to operate. We must force adoption of energy 

conservation and demand curtailment as an individual and collec­

tive ethic now. In turn, efficient energy utilization will 

become a national "way of life" and not simply a temporary 

expedient to be followed during this period of acute shortage.

our scarce resources, and extend the available supplies to 

insure that essential needs are fully met. In this way 

a "less is better" ethic can cushion the impact of energy

by 1985. Seen in this way, this effort will be our contribution

Our objectives are to eliminate waste, husband

shortfalls on the -economy and yield an improved quality 

of life. This means less weight and horsepower in our

automobiles; less speed on our highways; less heat and 

heat loss in our homes; less empty seats on our planes,
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trains, and buses; less waste in our industrial processes

and powerplants; less throwaway containers. All of these

will enhance rather than detract from our economic well

being and living standard. With such a program, our goal

is to cut our annual growth rate in energy consumption from

the present 4 to 5 percent down to 2 or 3 percent by 1980.

If we can do this, our estimates show that we could save as

much as 7 million barrels of oil per day. Although much 
of the expected 7 million barrels per day saving can result

from adherence with current conservation policies. There 

is considerable research we plan to do which is aimed at permanen 
reducing consumption of energy. For example, better insula­

tion of houses, more efficient automobile engines, and more 

efficient powTer cycles can save energy without causing 

economic, or social dislocation. Thus, our research program 

will concentrate on these areas.

The second major thrust of Project Independence is to 

stimulate the development and production of do: c. Stic energy 

resources and to develop alternative new energy sources. 

wSpeci f ically, our program will include the folic *ing:

—  Developing our coal reserves more effectively. We 

have 1 trillion',' 500 billion tons of identifiable coal re-
t

serves, or half of the non-Communist world's reserves, 425 

billion tons of which are economically recoverable now. Vie

must develop ways to utilize this abundant resource. Wc must 
mount major reseeirch and development efforts in gasification 
and liquefaction of coal. Further, we must
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develop techniques for mining surface coal that do not destroy 
the landscape permanently, We must also develop ways to deep 

mine coal that protect the health and safety of miners.

—  We have talked for years about the production of oil 

from our oil shale. There are an estimated 1 trillion, 800 

billion barrels of oil in the shale resources in the U.S., and 

just those reserves that we presently know are exploitable could 

satisfy our needs for oil for over one hundred years. We need 

an increased effort by both the Federal government and private 

industry to develop this potentially productive resource. I am 

especially encouraged by recent progress in the in situ processes 

for extracting shale oil. This process suggests that it may be 

possible to produce shale oil at much lers than the current cost 

of Persian Gulf crude. In situ extraction should also have 

minimal impact on the environment and its development must be 

expedited.
—  We also have to push forward in the development and 

utilization of nuclear power. Currently, nuclear power pro­

vides only one percent of our energy needs after 30 years of 

development. It could easily provide 10 percent by 1985. We 

will take every step to expedite the licensing and construction

program for achieving energy self-sufficiency. We will also 

develop a broad nuclear program which looks toward liquid 

metal and other breeder reactors. In addition, top priority

plants
of nuclear power / which are an esse* *. ' ^1 part of our



will continue 

are built and 

impact.

to be given to assuring that nuclear powerplants 

operated safely with acceptable environmental

—  We have also talked for years about development of 

such relatively distant alternatives to fossil fuels as fusion, 

geothermal and solar energy. For the next decade these alter­

natives are still very much in the research and development 

stage of growth and they could not come into widespread use 

until after 1990. Nevertheless, although we will invest in 

the development of these alternatives, at the same time we 

must focus now on nearer term measures for expanding energy 

supplies.

With this overall approach in mind, let us examine in 

more detail now the specifics of Project Independence.

We have tried to visualize our policy in terms of what 

must be done in the relatively short range —  up to the mid- 

1980's; and what must be done in the long term beyond the 

1980's. The strategies appropriate for dealing with the 

short range are in general not the same as those appropriate 

for the long range, and so I will discuss them separately.

SHORT RANGE “------------- /
In the short range our efforts must be toward development 

of the existing state of the art and in addition to our con­

servation efforts, our underlying strategy will be:
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(1) To increase our domestic supply of gas and oil, 

including development of the Outer Continental 

Shelf, our resources in Alaska as well as our 

large gas reserves.

(2) To supplement this development of oil and gas 

with expanded use of alternative energy, mainly 

coal and nuclear power and oil shale.

Research can make some contribution toward implementing 

these short-range strategies, but the real rewards from 

research will come in the next decade. Our progress between 

now and 1980 will depend, for the most part, on our ability 

to implement existing technology rather than on the results 

new research.

1. Increase domestic supply of gas and oil.

To increase our domestic supply of gas and oil involves 

both the application of existing technology and the creation of 

new technology. Application of existing technology would in­

clude such techniques as secondary and tertiary recovery from 

existing oil fields and greatly expanded exploration for new 

oil and gas reservoirs, particularly on the Outer Continental 

Shelf.
The undiscovered oil and gas on Federal lands and beneath 

our Outer Continental Shelf can provide a significant portion 

of the cmergy necessary to make us self-sufficient. The total 

U.S. offshore lands, including the Outer Continental Shelf, are 

estimated to contain 4 2 percent (ICO billion barrels of oil 

equivalent) of the remaining discoverable oil and gas reserves



in the United States.

We are now increasing the acreage leased on the Outer Continental 

Shelf to 10 million acres beginning in 1975, more than ten-fold 

what had been planned two years ago. In later years, the amount 

of acreage to be leased will be based on market needs and on 

industry's record of performance in exploring and developing 

leases.

In addition to the Outer Continental Shelf program, we 

will move rapidly to exploit our resources in Alaska. The 

Alaskan pipeline, when completed, will result in more than two 

million barrels of oil a day by 1980. This is equal to one- 

third of current U.S. oil imports. As important, approval 

of the Alaskan pipeline will encourage additional development 

of Alaskan fields. Projections indicate that the North Slope 

has potential reserves of as much as 80 billion barrels. Thus, 

eventually, we could achieve an Alaska production of between 

five and six million barrels a day.

Further, it has long been clear that while an Alaskan oil 

pipeline was needed, it alone will not be enough. In addition 

to the huge oil reserves in the North Slope of Alaska, there are 

also gas reserves there of at least 26 trillion cubic feet -- 

enough to heat 10 million hemes for 20 years. We are now 

working to determine the need for future Alaska oil and gas 

pipeline cnp£icity including the best routes.
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2. Supplement oil and gas through development of coal 

and nuclear energy.

In addition to these increased efforts in the oil and gas

areas, we will move to develop coal and nuclear energy as

alternatives. We can identify two separate approaches -

direct substitution and coal conversion.

a. Direct use of coal for oil and gas in industrial

and utility applications. Substitution requires research

since the main problem in burning coal is the environmental

impact. We have a large program devoted to stack gas clean-up

and there is every reason to expect this program will be 
successful, thus allowing us to substitute coal for a

substantial amount of the oil and gas we now burn. Some

have estimated that by 1985 we might save as much as 6 million

barrels per day through through direct substitution - 2 million

barrels per day through direct replacement of oil under

utility boilers, 1 million barrels per day in residential

and commercial space heating (primarily through heat pumps)

and 3 million barrels per day in industrial processes.

b . Conversion of coal into liquids and gasses.

Techniques for liquiiying and gasifying coal are fairly well 
known. Loirevcr, in general these methods are expensive and will

i.equiic j-uithoi development before they become commercially

feasible. We are undertaking a crash program now and we

estimate that we might be able to replace as much as 3 million

barrels per day of oil with synthetic fuels made from coal. '
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We thus visualize coal emerging as a very central element 

in our energy picture by 1985. There are some estimates that 

suggest that by then we shall have to mine as much as 1500 

or even 1800 million tons of coal per year. This represents 

a tripling of our coal production.

c. Expanding the use of nuclear energy requires 

research on nuclear safety, waste disposal, siting of nuclear 

reactors, and thorium systems, as well as providing additional 

separative work capacity. Siting is also an important element 

of our nuclear strategy since, in the absence of a rational 

siting policy for nuclear reactors, the nuclear option may be 

jeupaiuized.

LONG RANGE

All of these developments can take place in a relatively 

short-range time frame. Long-range our goal is to gradually 

transform the base of our energy system from the non-renewable 

fossil fuels to non-fossil fuels, mainly nuclear, geothermal, 

and solar.

To accomplish this, we have provided substantial funds

for energy research and development. Last June the President
\

announced a $10 billion Federal program over the next five 

years, but he stressed that we would spend whatever additional 

sums that could reasonably be spent to accomplish our task. Las 

month, the President announced that in fiscal year 1975--thc fir 

year of the five year energy R&D program--total Federal commitme



direct energy research and development will be increased to 

$1,8 billion, almost double the level of a year ago.

Our research will retain as much flexibility as possible: 

In the coal area, the challenge is to learn how to transform 

our different types of coal through a variety of processes 

into acceptable gaseous and liquid fuels suitable as sub­

stitutes and replacements for dwindling supplies of petroleum 

and gas. Thus, low-BTU gas, which is probably marginal in 

the short-range looms with high priority in the long-range.

And perfection of processes for coal hydrogenation leading to 

production of syncrude and syngas will be supported to the 

limit of scientific creativity.
Finally, nuclear energy holds the most importance for 

the long-range, primarily because it gives mankind an 

essentially inexhaustible energy source, one that is 

relatively independent of mineral resource costs. At the 

present time the breeder reactor is the only nuclear technology 

that can be counted upon today to achieve the nuclear promise. 

Thus, research and development on other breeder reactor concept 

(light water breeder, gas cooled fast breeder, and molten salt 

breeder) will be supported and expanded to retain them asX\
viable alternatives. ^
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THE NEED FOR A WORLD RESPONSE 

All of this is however, really only a part of Project 
Independence - it is our part. What we need now is to trans­
form a United States commitment into a world response. What 
can we do together? As major consuming countries, we share 
the common problem of being dependent upon oil imports and of 
being concerned about the impact of rising costs of such 
imports. If we join together, however, we can reduce our 
dependence upon one set of suppliers and stabilize the price 
that we pay for our oil.

Here is what we can do:
Development of New Energy Sources

1. The first thing that we should consider are ways in
which, cooperatively, we can develop alternative energy
supplies. I have already described to you what we, in the 
United States, are doing. We must commence discussing
immediately on a program for cooperation in such fields 
as nuclear technology, coal extraction, liquification and 
gasification, production of oil from shale and tar sands,
development of solar and geothermal energy, and other fields.
This program shpuld explore the potential for sharing inborn atior.,

patents, and technical information. We should use this Conference 

as the first step toward developing a program for doing this. 

Together, we can achieve more rapid development of alternative 

energy sources for each one of our countries. For instance.
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a. Nuclear Energy. We are rapidly reaching the 
stage where we could be mass producing floating nuclear 
power plants. Such power plants can be produced in quantity 
and floated to locations throughout the world to produce power 
rapidly. This is not a long-range concept, but something which 
could be initiated immediately. The technology, ideas, and 
production facilities of many nations can be combined in 
developing these plants. The technology of breeder reactors, 
for instance, appears to be more advanced in France and Britain 
since they are constructing prototype breeder reactor powered 
generating stations. Germany, Italy and Japan have undertaken 
ambitious reactor development programs. All would benefit from 
an exchange of information. Certainly all countries should 
have a vital interest in pooling technical information which 
concerns the safety and environmental impact of reactor operation.

b. In addition, we should work together to
encourage development of these relatively untapped but
enormous sources of hydrocarbons: U.S. oil shale and the
tar sands of Canada and Venezuela. All (..-'ether, these
three sources alone provide an enormous potential for

%recoverable oil.' It is possible tnat by ooling
our technical resources we can produce ncv energy from these
three relatively untapped sources beginning in 1980.
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Wc. Coal. Development of newer aner better processes 
for coal conversion are in progress in a number of countries, 
especially in West Germany, England, and France. We all could 
benefit from this technology and we should explore how we can 
pool our thinking and technology in this area as well as 
participate in joint cooperative programs.

Conservation
In addition to these joint efforts to develop energy 

supplies, we must work together to curb the explosive growth 
of energy demand. Conservation efforts and sacrifices must 
be shared equitably by all of us. We must pledge ourselves 
to a new world conservation ethic —  to the adoption of 
parallel vigorous programs to conserve energy and promote 
its more efficient use. What I urge is that energy consump­
tion in one country not simply be governed by the ability to 
obtain additional supplies, at the cost to other consumer 
countries. Rather, there must be a basic commitment to share 
internationally available supplies at a reasonable level of 
consumption for all.

World Energy Data Bank
Finally, energy policy can only be adequately formulated 

if sufficient accurate data is available to each country. We 
must develop a world energy data bank and information sharing 
arrangement to enable individual nations to set sound nolicv as v;e
as full coordination of world encrav oolicv. This would serve as 
 ̂ \ r»r*v for oublic data now available, but scattered

sand serve as a focal point for
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efforts to coordinate our respective national energy policies 

and adhere to .a new code of market conduct.

CONCLUSION

In closing, let us use this Conference as the touchstone 

for a future of increased cooperation. Let us work toward 

an open system in which all those capable of finding, 

developing and marketing energy resources can have an oppor­

tunity to do so. Nationalization without prompt adequate 
and effective compensation by producing nations or unconstrained

bilateral deals between producing and consuming governments 

will be counterproductive to all. Such bilateral arrangements 

will result in divisive competition which will inevitably work 

to the detriment of each individual buyer as well as the entire 

w o r l d .

We are facing a dramatically changing situation in the 

world energy scene.
The present unstable situation is not in the long-term 

interest of current oil exporters, although the short-term 

flow of wealth and political power may make it hard for them 

to seo the long-term disadvantages. The world is reacting to 

high prices by reducing demand and will develop alternate 

sources of energy which in turn v.Till load to lower prices 
in the world market.’ Moreover, the short-run actions
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of the oil exporters have made oil in thé ground a relatively

poor investment because its value will fall over the next 

decade. For example, using an 8 percent rate of return and a 

price of $10.00 per barrel in 1974, the price of a barrel of oil 

would have to rise to $21.59 by 1984 to produce the same rate of 

return. The present price levels present grave potential pro­

blems for all consuming nations. The

oil producing nations cannot benefit from price levels which

result in unemployment and inflation in Europe and Japan, and 
damage to the world economy as a whole. It is clearly in the

best interests of the oil producers that the world economy

maintain sound growth.
In the near term prices lower than those being charged 

at present would be in the economic interest of both producers 

and consumers, particularly if consumers had confidence in 

the stability of supply. High cost alternative sources would 

not then be encouraged to so great an extent, and producers 

could expect continued gradual increases in their national 

incomes as their economies developed the capacity to absorb 

increasing imports of capital and technology. Consumers now 

suffer from the effects of the sharp and sudden upswing in 

prices. Producers are likely to suffer at some later time 

from the downswing in prices caused by the market's strong

reactions to present high prices.
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Ideally, what is needed is a diversity of consumers and 

producers operating in a cooperative international framework. 

Recently, we have seen some hopeful signs that oil producers 

are also interested in adjusting oil prices to assure a stable 

world economy. We should work cooperatively to see that this 

is done.
Together, we can prevent unemployment. Together, we can 

prevent a worldwide monetary crises. Together, we can maintain 

economic progress.

I believe there is reason for optimism. We have the 

capacity and resources to meet our energy n e e d s , and the 

United States stands ready and willing to help build a 

structure of international cooperation with producers and 

consumers alike.

Thank you.

o 0 o
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TREASURY’S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two series 
of Treasury bills to the aggregate amount of $4,300,000,000, or thereabouts, for 
cash and in exchange for Treasury bills maturing March 7, 1974, in the amount 
of $4,320,325,000 as follows:

91-day bills (to maturity date) to be issued March 7, 1974, in the amount 
of $ 2,500,000,000, or thereabouts, representing an additional amount of bills 
dated December 6, 1973, and to mature June 6, 1974 (CUSIP No. 912793 TQ9)
originally issued in the amount of $1,800,735,000, the additional and original 
bills to be freely interchangeable.

182-day bills, for $1,800,000,000, or thereabouts, to be dated March 7, 1974, 
and. to mature September 5, 1974 (CUSIP No. 912793 UN4).

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form only, 
and in denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the clos­
ing hour, one-thirty p.in., Eastern Daylight Saving time, Monday, March 4, 1974. 
Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed 
on the basis of 100, with not more,than three decimals, e.g., 99.925. Fractions 
may not be used. It is urged that tenders be made on the printed forms and for­
warded in the special, envelopes which will be supplied by Federal Reserve Banks _ 
or Branches on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers are set forth in such tenders. Others than 
banking institutions will not be permitted to submit tenders except for their own

(OVER)
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account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment 
securities. Tenders from others must be accompanied by payment of 2'percent 
of the face amount of Treasury bills applied for, unless the tenders are 
accompanied by an express guaranty of payment by an incorporated bank or trust 
company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept or 
reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues, Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on March 7, 1974 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing March 7, 1974. Cash and exchange tenders will receive equal
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex­
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.
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FQR IMMEDIATE RELEASE February 26, 1974
TREASURY ISSUES DUMPING FINDING WITH RESPECT TO 
RACING PLATES (ALUMINUM HORSESHOES) FROM CANADA

The Treasury Department announced today that it has 
issued a dumping finding with respect to racing plates 
(aluminum horseshoes) from Canada. The finding will be 
published in the Federal Register of February 27, 1974.

Racing plates (aluminum horseshoes) are used on race 
horses, polo, jumping, hunting, and other performing horses 
as differentiated from pleasure and work horses.

On October 23, 1973, the Treasury Department deter- 
minted that racing plates from Canada were being sold, 
or likely to be sold, at less than fair value within the 
meaning of the Antidumping Act, 1921, as amended.

On January 31, 1974, the Tariff Commission advised the 
Secretary of the Treasury that an industry in the United 
States was being injured by reason of the importation of 
racing plates from Canada sold, or likely to be sold, at 
less than fair value within the meaning of the Antidumping 
Act, 1921, as amended.

After these two determinations, the finding of dumping 
automatically follows as the final administrative requirement 
in antidumping investigations.

During the period of January through October 1973, 
imports of racing plates from Canada were valued at approxi­
mately $99,000.

# # #
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FOR RELEASE 10:00 A.M. 
WEDNESDAY, FEBRUARY 27,1974

STATEMENT OF THE HONORABLE GEORGE P . SHULTZ 
SECRETARY OF THE TREASURY 

BEFORE
THE SENATE APPROPRIATIONS COMMITTEE 

WEDNESDAY, FEBRUARY 27, 1974 
AT 10:00 A.M.

Mr. Chairman and Members of this Committee, I am pleased 
to be with you this morning to discuss the budgetary outlook 
for the coming fiscal year.

The revenue estimates included in the budget are for 
total receipts of $270 billion in fiscal year 1974 and 
$295 billion in fiscal year 1975. Because of the 
difficulties of estimating revenues -- difficulties that 
are compounded this year by the uncertainties of the energy 
situation -- our receipts estimates are presented in 
round numbers. Indeed, these figures should be thought of 
as indicative of a range of estimates extending a minimum 
of one percent on either side.

Outlays, over which we have greater control, are 
projected at $274.7 billion in fiscal year 1974 and 
$304.4 billion in fiscal year 1975. The result is moderate 
budget deficits in both years -- $4.7 billion in 1974 and 
$9.4 billion in 1975.

Tables attached to this statement provide details 
of the receipts estimates in the budget. Receipts are 
expected to rise by about $38 billion, or 16 percent, 
in fiscal year 1974 and $25 billion, or 9 percent, in
1975. Economic expansion lies behind most of the rise in

S-367
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receipts, although recently-legislated changes in social 
security taxes are important and account for about $8-1/2 
billion of receipts in 1974 and an additional $5-1/2 billion 
in 1975. The proposed windfall profits tax on crude oil 
would raise an estimated $1 billion net in fiscal 1974 and an 
additional $2 billion net (for a total of $3 billion) in 
fiscal 1975. Following the usual practice, these receipts 
from proposed legislation are included in the budget.

This budget, from the standpoint of fiscal policy, 
continues about the same posture as in the past two years.
In present circumstances, with the economy experiencing some 
shortages and an unacceptable rate of inflation, on the 
one hand, and some slowing of economic growth on the other 
hand, this appears to be the prudent course for policy to take.

The economic forecast for this calendar year calls for 
a slowdown in the first half of the year followed by a 
fairly strong recovery in the second half. Given the present 
uncertainties, however, economic policy must be especially 
flexible and ready to adapt promptly to changing 
circumstances. We stand ready to cooperate with your 
Committee and with the Congress generally to achieve the 
fiscal flexibility!; that our economic situation may prove 
to require.

Our first line of defense, should the economy slow down 
more than expected, is our system of automatic economic 
stabilizers such as unemployment insurance. I want to stress 
the need for prompt Congressional action on our proposal in 
this area, both the underlying reform first sent to Congress 
by the President last spiring and thé new measures designed 
to deal with the Special needs of some labor market areas. 
Beyond this, however, I believe we should be cautious in 
applying stimulative policy. Since it is generally easier 
to expand than to contract the budget, a shift to budget 
ease -- should it turn out to be premature -- would be very 
unfortunate at a time like the present, when inflationary 
pressures are so strong. Unless and until the economic 
outlook departs significantly from current expectations, I 
believe we should maintain the present budget stance,
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It is encouraging that the Congress is moving to / ^ 

develop its own mechanisms to coordinate individual spending 
decisions within the total budget framework. Your Committee 
has played an important role through the years in the 
search for better control over the Federal budget. The 
Administration supports the efforts of your Committee and 
others in the Congress to improve the budget process and 
to make it a more effective instrument of economic policy.

Attachments
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Budget Receipts

Under Legislation Proposed in Fiscal 1975 Budget Document

"Billions of Dollars)

Individual income taxes ..............................
Corporation income taxes............................
Social insurance taxes and contributions:
Employment taxes and contributions.................
Unemployment insurance ........... ..I............ ..
Contributions for other insurance and retirement .*..

Excise taxes ...... ...................................
Estate and gift taxes .................. .............
Customs duties............................... .......
Miscellaneous receipts .......... .....................

Unified budget receipts ............................

Deduct:
Trust fund receipts.... .............................
Interfund transactions ..............................
Federal Funds receipts .............. ..............

Underlying Economic Assumptions

Gross national product ...........................
Personal income ..................................
Corporate profits before tax ....................

Office of the Secretary of the Treasury 
Office of Tax Analysis

: 1973 : 
: actual:

1974 : 
estimate:

1975
estimate

103.2 118.0 129.0
36.2 43.0 48.0

54.9 67.7 75.3
6.1 6.2 6.0
3.6 4.0 4.3
16.3 17.1 17.4
4.9 5.4 6.0
3.2 3.5 3.8
3.9 5.0 5.2

232.2 270.0 295.0

92.2 105.5 115.8
-21.3 -21.1 -23.6
161.4 185.6 202.8

Calendar years
1972 : 1973 : 1974

actual: estimate: estimate

1155 1288 1390
939 1035 1135
98 126 124

February 14, 1974
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Projected Changes in Budget Receipts 

Fiscal Years 1974 and 1975 

($ billions)
:Fiscal 1974 : Fiscal 1975 
: from : from 
:Fiscal 1973:Fiscal 1974

Revenue changes traceable to:

Economic growth.......... ............. +19.8

Windfall profits t a x ........... ....... +2.0

Tax reform and simplification ......... -1.9
Social security changes ........ ....... +5.5

Other changes ............ ........... -0.4

Total ............................. +25.0

Office of the Secretary of the Treasury January 24, 1974
Office of Tax Analysis

t
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FOR RELEASE 6:30 P.M. February 26, 1974

RESULTS OF TREASURY1S 46-DAY TAX ANTICIPATION BILL AUCTION

Tenders for $1.5 billion of 46-day Treasury Tax Anticipation bills to 
be issued March 4, 1974, and to mature April 19, 1974, were opened at the 
Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED COMPETITIVE BIDS:

High - 99.106 Equivalent annual rate 6.997%
Low - 99.027 Equivalent annual rate 7.615%
Average - 99.048 Equivalent annual rate 7.450% 1/

Tenders at the low price were allotted 24%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS

District
Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Kansas City
Dallas
San Francisco 

TOTALS

Applied For
$ 167,090,000
1,867,855,000

76,210,000
91,280,000
33.275.000
14.515.000
441.480.000
36.690.000

554.030.000
181.545.000
26.805.000
266.950.000

$3,757,725,000

Accepted
$140,090,000
265.575.000
26,210,000
64.930.000
29.475.000
14.015.000
231.580.000
28.690.000

465.280.000
180.545.000
26.805.000
26.950.000

$1,500,145,000

J_/ This is on a bank discount basis. The equivalent coupon issue yield is 7.63% 

2/ Includes $214,825,000 noncompetitive tenders accepted at the average price.



UNITED STATES SAVINDS BONDS ISSUED AND REDEEMED THROUGH January 31, 1974

(Dollar amount* in millions -  rounded and will not necessarily add to totals)

D E S C R IP T IO N AM OUNT IS SU ED ^ / A M O U N T -
r e o e e m e d I /

AMOUNT
o u t s t a n d i n g ! /

%  O U T S T A N D IN G  
O F  AM O UNT  IS SU ED

M ATURED
Series A-1935 thru D-1941__
Series F and G-1941 thru 1952 
Series J and K-1952 thru 1957 . 

UNM ATURED  
Series Ê / :

1941 _________
1942 ___________
1943 ___________
1944 ___________
1945 ___________
1946 ________ _ _
1947 ___________
1948 ___________
1949 ___________
1950 ___________
1951 ____T_____
1952 ____________
1953 ___________
1954 ___________
1955 _________ _
1956 .___________
1957 H|_________
1958 ___________
1959 ___________
1960 ___________
1961 _________
1962 ___________
1963 ___________
1964 ___________
1965 ___________
1966 ___________
1967 ___________
1968 ___________
1969 ___________
1970 ___________
1971 ___ ._______
1972 ___ £_______
1973 ___________

Unclassified

Total Series E

Series H (1952 thru May, 1959)45 
H (June, 1959 thru 197j£) _

Total Series H ____________

Total Series E and H

( Total matured
All Series < Total unmatured 

( Grand T otal___

5.003
29,521

3,754

1.929
8.515

13f690
15.980
12.586
5.7.44-
5 r 479
5,.622
5r643
4.955
4,286
4.493
5.151
5.256

224.

ftQl

5,238.

.4,222
29,5.22 22

3.747

196,782

9 , 4 4 4 .

1.747 282
7.696 .812
12,395.. 1,225-
14.393 .1,582
11.197 1,„382
4.960 _Z84_
4,603 828.

AJ628- 285.

4.588 1 , 0 5 4
3 . 9 7 7 228.

3,4.40- 245.
3,582 21Û.
4.030 ..1*1.22
4.055
4,182

1,201
1 1 786 .

4,019 1,275
242. 248.

3 , 3 7 7 1, 315.

3 , 3 2 2 1,269,
3.255 1,-568.
3,202 1,5.11.
3,042 1,552
3 , 2 3 7 255.

3,152 1,882
3 , 0 6 6 1*888.
3.171 2,182.

2,148
2,8.88. 2.087

2,051.
2 , 4 6 2 2,448.

3,218.
4,028-

4,051
3 . 2 6 3

7 . 3 1 4

151.222

151.222
189.468

4,251
22.

32, 881

1,434
6,181

7,615.

60.496

_32
60.496
60.526

18 .

11

9 . 4 3
9 . 6 7

9 . 9 3
1 1 - 0 4
1 3 . 6 3
.15,.92
1L51
18.68
1.9.7.4
L9. . 7.2.
20- 75
21, .74.
22,82
23.-48.
24.08
24.98
28.8,9.
27.64
29-,52
32,Q3,
„55,72
51x52
3,7.151
37.83
40.60
4 0 . 9 6
41.95.
43.92
49,86.
56,91.
64.6,1.
.7.1x82

18-11
26.14-
65..42
51.01

28.57

*02
28.57
24.21

Includes accrued d iscount.
Current redemption value.
A t option of owner bonds may be held  and w ill earn in terest for additional periodB a fter original maturity dates.

Form PD 3812 (Rev. Jon. 1973; -  Dept, of the Treasury-Bureau of the Public Debt
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INTERNATIONAL ECONOMIC OUTLOOK 

Ladies and Gentlemen:

As much as I liked the idea of addressing this 

audience, I must admit to having some misgivings about the 

invitation. As I looked over the Conference agenda, I was 

struck by the expertise and erudition brought by others 

to the program. Then -- taking account of the enormity of 

the problems we face and the healthy skepticism in these 

environs about the competence of bureaucrats who have spent 

too much time in Washington -- it occurred to me*-’I may have 

been invited more to listen than to speak.

At any rate, I want to stick today to some relatively 

simple points concerning the international economic scene -

S-368
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without pretending that solutions to the problems we face 
are equally simple. I don't want to be left in the posi­
tion of the fellow who talked a blue streak to a friend 
when he suddenly stopped and said, "Well, I won't bore 
you with any more details. The fact is, I've already told 
you more than I know."

I don't have to remind you, who are on the front line 
in the international economic world, that we have been 
through a turbulent time the past several years.

Our chronic balance of payments problems were climaxed 
by our first trade deficits in this century. Under that 
pressure, we needed to seek more realistic currency align­
ments, and -- given the importance of the dollar in the 
scheme of things -- this brought to a head what was necessary 
anyway: a thoroughgoing "new look" at the international
monetary system. >

However necessary, the process of achieving a new ex­
change rate pattern was psychologically disturbing. Many 
were surprised when business, in a period of boom, adjusted 
to the present transitional regime of floating exchange rates 
with remarkable facility. But it is safe to say nearly 
everyone would be happier with more stability in exchange
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rates than in the past year!

Meanwhile, essential support for the liberal trading 

practices built up since World War II seemed to be eroding 

here and elsewhere -- so far as the United States was con­

cerned, in part because of the competitive pressures related 

to an overvalued dollar prior to 1971. More recent events - 

spotlighted by, but not confined to, the oil situation -- 

emphasize that the traditional concern about fair access 

to foreign markets needs to be accompanied by concern over 

access to foreign supplies. The combination of a worldwide 

economic boom with bad harvests and man-made supply bottle­

necks has been reflected in world shortages of raw materials

Just when we seemed to be moving through the worst of 

some of these problems -- with both financial markets and 

commodity markets settling down -- the Middle East fighting 

suddenly brought front and center an energy problem that had 

been brewing for several years. Problems associated with 

trade patterns, balance of payments trends, monetary and 

trade negotiations all suddenly took on new -- and not 

fully known -- dimensions.
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Obviously, we are in a stage of rapid change, of 
transition. And one characteristic of rapid change is 
uncertainty. Some of the old moorings, for better or for 
worse, have been lost. In mid-stream on monetary negotia­
tions -- in the preliminary phases of trade negotiations -- 
and still organizing means of dealing with the energy 
problem on an international level -- we have hard work to 
do before new moorings are firmly established.

The common strand in all these efforts is that they 
require for real success a common effort and a common ap­
proach among nations -- in other words, international 
cooperation.

Now, cooperation is one of those nice words in the 
international jargon. In my line of business, I must have' 
heard hundreds of toasts -- including a few I have delivered 
myself -- to monetary cooperation in the past five years*
As enlightened men, we are quick to see the prosperity and 
development of each nation interwoven with the well-being 
of the rest of the world.

But the first point I would make is that cooperation 
depends on much more than toasts, and on more than recogni­
tion of broad principles, however valid. Cooperation must
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and
be practiced,/it must be a two-way street. It requires a 
long view of the national interest, and sometimes poses 
hard questions in the short-run.

With considerable justice, it's easy for an American 
to have a complacent feeling about our contributions to 
cooperation. After all, didn't we do our part in recon­
struction and aid after World War II? To take a current 
example, aren't we the ones that called an Energy Conference, 
and pushed it through despite some suspicion and concern? 
Certainly I know from the most intimate, personal experience 
that our monetary initiatives have been motivated by pure 
hearts and dispassionate judgment! I am sure our trade 
negotiators would claim no less --we never look for more 
than a fair advantage!

But a moment ago I differentiated between the principle 
and the practice. And we need to recognize that the practice 
of cooperation requires continuing hard decisions. And those 
decisions in turn must rest on a broad stratum of public 
understanding and consensus.

For instance, the higher oil prices will pose large 
problems for all consuming nations, whatever their stage
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of economic development. But for a group of poor countries 
with large populations at subsistence levels and little 
or no borrowing capacity, the problems are particularly 
excruciating. Not only can higher costs for oil threaten 
bankruptcy, but there is an ominous chain leading to 
shortages of fertilizer, to short crops, and potential 
starvation. We and others have pointed out that producing- 
countries with enormous new revenues have a particular 
responsibility to deal with these new problems. Obviously, 
drawing these countries in a large way into the business of 
providing aid would, viewed in a world perspective, be an 
act of constructive cooperation.

At the same time, it is apparent to me full cooperation 
from producer countries in meeting the added burden on the 
poorest countries cannot substitute for our own efforts 
and those of other relatively rich industrial countries, 
which have been carried on over a long period of years.
Yet, just a few days before the Energy Conference, while 
we were calling for world cooperation, the House of 
Representatives voted down a $1.5 billion U.S. contribution 
spread over three years to the World Bank's International
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Development Association, which provides "soft loans" to 

the neediest nations for projects sorely needed by the 

poorest people in the world: projects like irrigation, 

education and public health. If that vote were to 

represent the last word of the Congress -- if we were to 

appear to turn our backs on those most in need ~  the 

repercussions would be widespread.

It was the United States that fifteen years ago pro­
posed the establishment of this soft-loan facility so that 
countries too poor to borrow on conventional terms would 
not be stymied in their desire for progress. In earlier 
years, our contribution amounted to 40% or more of the 
total subscriptions. Last Fall in Nairobi, after hard 
negotiation, we reached agreement with other donor countries’ 
that our portion of the next replenishment of funds would 
be reduced to one-third. That change fully recognizes the 
increased wealth and financial capacity of other donors.
I should note, in that connection, that the United States 

still accounts for over 40% of the Gross National Product

of industrialized countries.
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We are in full agreement with the broad goals of IDA 
to attack directly the problem of absolute poverty among 
the poorest people in the world. It is generally agreed 
that the lending procedures and standards of IDA are well 
tested and effective. It is a mutual venture, in which 
one nation’s contribution is dependent on another's. In 
our direct self-interest, we have an enormous stake in 
the stability and growth of developing countries that we 
must increasingly look to as a source of raw materials.

Are we to turn our backs and run? I am sensitive 
to our budget problems and our balance of payments problems. 
They are certainly important elements in Congressional 
concern -- as they concerned us in our negotiations with 
other countries. But I am convinced that the contribution 
involved -- we have the option of paying either $375 million 
a year for four years, or $500 million for three years -- is 
supportable in a $300 billion budget.

Can we expect others to work with us in a cooperative 
spirit on money, trade, and oil if we blithely shuck off 
our responsibilities in this area to a world order?

These are the reasons the House vote was so disturbing 
to us; and why it should not be permitted to stand,
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u n ch a lle n ge d . As we approach t h i s  m atter a g a in  in  the  

Senate and the House, we shou ld  re co gn iz e  the is su e  fo r  

what i t  i s :  A t e s t  o f  our own w i l l in g n e s s  - -  in  our 

lo n g -te rm  s e l f - i n t e r e s t  - -  to  m a in ta in  in  p lace  a b u i ld in g  

b lo c k  in  w orld  co o p e ra tio n .

Other t e s t s  o f  our w i l l  to  work w ith  o th e rs  w i l l  a r i s e .  

For in s ta n c e ,  a s  o i l  p roducers become r ic h e r  —  as they  

h o p e fu lly  face  up to  th e ir  own r e s p o n s ib i l i t i e s  fo r  a id  - -  we 

must be w i l l i n g  to  p ro v id e  o p p o r tu n it ie s  fo r  them to  assume 

a la r g e r  r o le  and v o ic e  in  our in te r n a t io n a l  f in a n c ia l  i n ­

s t i t u t io n s .

I f  we u rge  upon them the need to  a c t  as re sp o n s ib le  

s u p p l ie r s  o f  a c r u c ia l  raw m a te r ia l,  we must con tin ue  to  

re co gn iz e  our r e s p o n s ib i l i t y  as s u p p l ie r s  to  the w orld  o f  

com m odities a t  le a s t  as v i t a l  - -  feed and food g r a in s .

The f a c t  i s  th a t  we can take c o n s id e ra b le  p r id e  in  

our perform ance as the w o r ld *s  b readbaske t. I t  has not 

been c o s t - f r e e  - -  the s t r a in  shows a t the supermarket 

counter and the C h icago  wheat p i t s .  W ith  norm al weather, 

we shou ld  be th rough  the w o rst o f  i t  in  a m atter o f  months 

as new bumper c rop s come in .  C e r t a in ly ,  we need to  th in k
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hard  about the le s so n s  o f  recen t food sh o rta g e s  a s  we 

p la n  ahead, and en ter in to  n e g o t ia t io n s  w ith  our t r a d in g  

p a r tn e r s .

P r e c is e ly  w hich n e g o t ia t in g  approaches w i l l  be most 

s u c c e s s fu l  i s  not im m ediate ly  apparent, bu t about the  

p r in c ip le  u n d e r ly in g  them there can be l i t t l e  doubt: 

those  who produce must accept the r e s p o n s ib i l i t y  o f  not  

a r b i t r a r i l y  c lo s in g  m arkets to those  dependent upon them 

even i f  i t  causes some sh o rt-te rm  p a in . For those  who 

consume, h o a rd in g  fo o d s tu f f s  when there  i s  g re a t  need 

elsewhere,, fo r  example, i s  no more an a cce p tab le  p r in c ip le  

o f  in te r n a t io n a l  commerce than i s  p r ic e  go u g in g  or un­

w arranted  export c o n t ro l.

T h is  s i t u a t io n  re s p e c t in g  a cce ss  to  su p p ly  i s  not 

b a s i c a l l y  d if f e r e n t  from the t r a d i t io n a l  concern  about 

acce ss  to  m arkets. One c a n ’ t expect to  s e l l  to  another  

market w ith ou t b e in g  w i l l i n g  to  concede acce ss  to  h i s  own.

A t a tim e o f  sudden change and tu rm o il - -  w ith  

n a t io n a l  le a d e rs  fo rce d  to  d e a l w ith  dom estic  re p e rc u ss io n s  

on a d a i ly  b a s i s  - -  there  i s  a lw ays the danger th a t  these  

u n d e r ly in g  t ru th s  are fo rg o t te n  - -  th a t  some w i l l  seek  

r e l i e f  a t  the p o te n t ia l  expense o f  t h e ir  t r a d in g  p a r tn e rs ,
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and the p ro g re ss  o f  decades u n ra v e lle d .  T h is  i s  the  

reason  Se c re ta ry  Sh u ltz  su gge ste d , a t  the Energy M ee tin g,  

th a t  the m ajor c o u n tr ie s  add fo rce  to  th e ir  expressed  

concern over "b e g g a r -n iy -  n e igh b o r” p o l ic ie s  by more 

s p e c i f i c a l l y  p le d g in g  th a t  they would fo re go  trade  

r e s t r i c t i v e  measures fo r  ba lance  o f  payments purposes  

d u r in g  t h is  p e r io d  o f  u n c e r ta in ty ,  and th a t  we examine 

new in te r n a t io n a l  p rocedures, perhaps in  the IMF, to  

h e lp  en force  t h i s  in te n t .

You are  aware the f in a n c ia l  re p e rc u ss io n s  o f  the  

o i l  s i t u a t io n  pose fo rm idab le  new problem s o f  th e ir  own 

w hich w i l l  c h a lle n g e  our c a p a c ity  to  cooperate . In  the  

c ircu m stan ce s, I  b e lie v e  we are fo rtu n a te  th a t we can  

operate  in  the con te xt o f  some f l e x i b i l i t y  o f  exchange 

r a te s .  But f l o a t in g  r a te s  are by them selves no panacea; 

w ith o u t e s ta b lis h e d  codes o f  conduct, they are a t  le a s t  

as su b je c t  to  p re d a to ry  p r a c t ic e s  as o the r system s.

So f a r ,  I  see no evidence th a t  f lo a t in g  r a te s  have 

been used fo r  th a t purpose. What everyone does see i s  

huge new d e f i c i t s  in  the cu rre n t accoun ts o f a lm ost a l l  

c o u n tr ie s ,  developed and d e ve lo p in g  a l ik e .  A h an d fu l o f  

o i l  p roducers w i l l ,  in  c o n t r a s t ,  have tens o f  b i l l i o n s
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to invest. In logic, those investments will flow back 
to the consuming countries, offsetting their current 
deficits. But no logic tells us to what country, when.

I want to emphasize two points in this connection.
No purely financial arrangements can hope to deal with 
the problem of lack of energy supply or excessive prices. 
But given progress in these areas, I do believe that our 
financial institutions, private and public, are capable 
of evoMng rapidly to the point they can handle very 
large new flows of international investment, channelling 
the funds relatively smoothly to the points of maximum 
need.

But that optimistic view rests upon another, to me 
absolutely crucial, assumption. In a world of accelerating 
inflation, international financial stability can only be 
a dream. More than that, inflation strikes at the entire 
fabric of cooperation internationally, even as it generates 
tensions at home.

For too long, many here and abroad have had the 
attitude inflation is something with which we can live. 
Others, however unhappily, are beginning to feel they 
must reconcile themselves to it.
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W e ll,  I  am not here to  le c tu re  you. I  s im p ly  want to  

say  I  don *t b e lie v e  i t .

Sooner or la t e r ,  in  a s o c ie ty  l i k e  th a t  o f  the U n ited  

S ta te s ,  the s t r a in  and te n s io n s  a s so c ia te d  w ith  in f l a t i o n  

o f  p re se n t d im ensions w i l l  be in to le r a b le  eco n o m ica lly ,  

f i n a n c i a l l y ,  and s o c ia l ly .  The q u e st io n  i s  how and when i t  

w i l l  be b rough t to  an end.

I  b e lie v e  a f t e r  m id -year, w ith  new crop s a v a i la b le ,  

w ith  ad justm ents in  o i l  p r ic e s  d ig e s te d ,  w ith  a tem pering  

o f  the e a r l ie r  boom in  w orld  economic c o n d it io n s ,  we 

have a good chance to  see the t id e  b e g in  to  tu rn . Re­

sp o n s ib le  f in a n c ia l  p o l ic ie s  now can h e lp  se t  the s ta ge .
n

No la r g e r  c h a lle n g e  l i e s  be fo re  us than to  se ize  

th a t  chance. We can make no la r g e r  c o n t r ib u t io n  to  the 

k in d  o f  w orld  econom ic’ order toward w hich we are w orking.

0O0
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I am  v e r y  p le a s e d  to be in New York with the In terco m  Club in  

m y ca p a c ity  as  the U .S .  E x ecu tiv e  D ir ec to r  of the In te r -A m e r ic a n  

D ev e lo p m en t Bank at a tim e when r e c e n t  m e e t in g s  in M exico  have  

in d ica ted  a c lo s e r  co m m o n a lity  of in t e r e s t  b etw een  the United States  

and L atin  A m e r ic a .

W hile the c o m m e r c ia l  a s p e c t s  of th ese  re la t io n s  a re  v e ry  im portant,  

w e m u st  a ls o  keep in m in d  the human e lem en t .  Latin  A m e r ic a  needs help  

to d eve lop  its  r e s o u r c e s  so  that its  people  can enjoy a h igher  standard  

of l iv in g  w hich  m any of us take for granted . A s we look south at Latin  

A m e r ic a ,  we s e e  a v a s t  continent buffeted  by the fo r c e s  of p o li t ica l ,  

e co n o m ic  and s o c ia l  change. T h e se  fo r c e s  are  not unique to Latin  

A m e r ic a ,  they a r e  p a r a l le le d  in a l l  develop ing  a r e a s  of the w orld .

In turn, the in tern ation a l e co n o m ic  ord er  of the w orld  has been  

in  unusual fe r m e n t  in the 1970's and the changes that have been  and are  

b ein g  w rought in the in tern ation a l e co n o m ic  s y s t e m  w il l  have profound  

im p lic a t io n s  not only for our own econ om y but a ls o  for our future  

r e la t io n s  w ith  L atin  A m e r ic a .

C lea r ly  P r e s id e n t  N ixon's  d ram atic  announcem ent of A ugust 15,

1971 gave public ack n ow led gm en t to the new eco n o m ic  s itu ation  in the 

w o r ld . Im p lic it  in h is  s ta tem en t  w as the reco g n it io n  that the United  

S ta te s ,  w h ile  rem a in in g  a big, pow erful, and r ich  econ om y, no longer



w a s  the only country  in th is  p o s it io n . T his  ann ouncem ent in turn  

pinpointed  the u rgen t n eed  to ex a m in e  the e x is t in g  m o n eta ry  r u le s ,  

trade  r u le s  and a id  a r ra n g em en ts  tow ards the end of adjusting  th ese  

to the new r e a l i t i e s  of the 1970‘s .  T h is  p r o c e s s  has b een  d iff icu lt  and  

has r eq u ir ed  d iff icu lt  a d ju stm en ts  in our d o m e s t ic  eco n o m y  as  w e l l  as  

in the in tern ation a l eco n o m y .

The agenda b e fo re  the U nited S ta tes  r em a in s  fu ll.  N a iro b i w as  

the s c e n e  of the International M onetary  Fund's and W orld  B ank's annual 

m e e t in g ,  w h ere  the d e le g a te s  continued to co n cen tra te  on the e x tr e m e ly  

im p ortan t and d e l ic a te  e ffor t  to c o n s tru c t  a new and v iab le  in tern ation a l  

m o n eta ry  s y s te m .

The N a iro b i m e e t in g  a ls o  c o n s id e r e d  the m ajor  co n cern  of 

prom oting  the eco n o m ic  grow th of the develop in g  w orld , and I w i l l  re tu rn  

to th is  su b ject  in g r e a te r  d eta il in a few  m in u te s .

■ T h e se  in tern ation a l m e e t in g s  have a h igh ly  im p ortant d o m es t ic  

cou n terp art .  N ew  au th oriz in g  le g is la t io n  is  n eed ed  fro m  the 

U .S .  C o n g ress  to a llow  our n eg o t ia to rs  to conduct m ean in gfu l trade  

ta lk s  in the y e a r s  ahead. C lea r ly  the funding of our b i la te r a l  and  

m u lt i la te r a l  a id  p ro g ra m s a ls o  req u ire  auth or iza t ion  and app rop ria tion  

by the U .S .  C o n g r e ss .  M ajor funding b i l ls  tow ards this end w il l  be 

b efo r e  the C o n g ress  th is  s e s s io n .

T h e se  funding b i l ls  a re  d es ig n ed  to provide  operating  m o n ie s  for  

the m u lt i la te r a l  in s t itu tion s  w orking in the aid f ie ld , including the 

In ternation a l D ev e lo p m en t A ss o c ia t io n  (IDA), the International Bank for



R e c o n s tr u c t io n  and D ev e lo p m en t (co m m o n ly  known as  the W orld Bank), 

and the In te r -A m e r ic a n  D ev e lo p m en t Bank, The a c t iv i t ie s  of th ese  

in s t itu tio n s  - -  on w hich  l i t t le  public  a tten tion  has b een  fo c u se d  - -  are  

rath er  c lo s e ly  co ord in ated  w ith  our b i la te r a l  a s s i s t a n c e  p ro g ra m .

S e c r e ta r y  Shultz has r e c e n t ly  m ad e the fo llow ing  s ta tem en t  about 

th e se  in tern ation a l f in a n c ia l  in s t itu tio n s:

"The th ird  part of our fo r e ig n  e co n o m ic  p o licy ,  to w hich  the 

P r e s id e n t  is  deep ly  co m m itted , c o n c er n s  our re la t io n s  w ith  the 

d evelop in g  c o u n tr ie s .  He f e e l s  s tr o n g ly  that the p ro g ra m s of the 

in tern ation a l f in a n c ia l  in s t itu t io n s ,  w hich  a r e  of v ita l  im p ortan ce  to 

th o se  c o u n tr ie s ,  a re  an in teg r a l  part of a co o p era t iv e  in tern ation a l  

e c o n o m ic  s y s t e m .

"To en co u ra g e  and su s ta in  th is m o v e  tow ards  g lobal coop era t ion ,  

it  is  e s s e n t ia l  that the U nited S ta tes  m a in ta in  its  fa ir  sh a re  of th e se  

p r o g r a m s .  Our a c t iy e  ro le  e n s u r e s  a b e n e f ic ia l  e f fe c t  on the w o r ld  

s y s t e m  in g en e ra l ,  and, in p a r t icu la r ,  on develop in g  c o u n tr ie s ,  as  w e l l  

a s  for  o u r s e lv e s .  T h e se  m u lt i la te r a l  p r o g r a m s  con stitu te  part of a 

b a la n ced  d ev e lo p m en t a s s i s t a n c e  p ro g ra m  and a re  a c o m p lem en t to our 

b i la te r a l  p r o g r a m s .  They r e p r e s e n t  sh a r ed  r e s p o n s ib i l i ty  and 

le a d e r sh ip .  "

I w ould  l ik e  to e m p h a s iz e  the point the S e c r e ta r y  m ade regard in g  

sh a r ed  r e s p o n s ib i l i ty  and sh a red  le a d e r s h ip .  In th e se  m u lt i la ter a l  

d ev e lo p m en t in st itu tio n s  w e have b een  jo in ing  w ith other nations in 

provid ing  the cap ita l and e x p e r t is e  w hich  w il l  a s s i s t  the eco n o m ic
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d ev e lo p m en t of the p o o rer  nations of the w o r ld  and b etter  in tegra te  th e se  

nations into the m a in s t r e a m  of the in tern ation a l e co n o m ic  s y s te m .  Our 

f in a n c ia l  contr ibu tion  to th e se  in st itu tio n s  is  c a r e fu l ly  d e term in ed  and in  

th e s e  n eg otia t ion s  co g n iza n ce  is  g iv en  to the changing eco n o m ic  r e a l i t i e s .

F o r  ex a m p le ,  d eve lop ed  nations su ch  a s  Japan and W est G erm any, w hich  have  

e x p e r ie n c e d  a m o r e  rapid eco n o m ic  grow th than the United S ta tes  over  the 

p a s t  d ecade , a r e  now c a rry in g  a h e a v ie r  f in a n c ia l  r e s p o n s ib i l i ty  - - a s  they  

should . In turn, in p e r ce n ta g e  t e r m s ,  the U .S .  f in an c ia l sh a re  of the tota l 

p ack age  contr ibu tion  has b een  red u ced .

In looking  at the a c t iv i t ie s  of the in tern ation a l f in an c ia l in s t itu t io n s ,  

th ere  a r e  c e r ta in  fa c ts  that d e s e r v e  g r e a te r  public  a ttention  - -  fa c ts  w hich  

in d ica te  that th ere  is  m o r e  than d o -g o o d ism  in vo lved  in our support of 

th e se  in s t i tu t io n s .  T h e se  include:

i§j The eco n o m ic  exp an s ion  of the co u n tr ie s  of the develop ing  

w o r ld  e n c o u r a g es  grow th in w o r ld  exp ort and im p o rt  m a rk e ts  and th is  

p r o v id es  op p ortu n it ies  for U .S .  s u p p l ie r s .  O pportunities for U .S .  su p p liers  

in turn c r e a te  job s for  the A m e r ic a n  w o r k e r .

2 . In th e se  t im e s  of in flation , deve lop in g  co u n tr ie s  w hich  are  a p r im e  

s o u r c e  of raw  m a t e r ia ls  and sem im a n u fa c tu red  prod u cts ,  help  augm ent  

su p p lie s  of a w ide  v a r ie ty  of products w hich  a r e  in  sh o r t  supply. In the 

y e a r s  ahead, a s  the U .S .  in c r e a s in g ly  b e c o m e s  a h a v e -n o t  nation in m any  

e s s e n t ia l  m in e r a ls  and m e ta ls ,  our need  for th ese  goods from  the

develop in g  w o r ld  w i l l  grow .



3. The in tern ation a l f in a n c ia l  in s t itu tio n s  p rom ote  p a r tic ip a tion  

by the p r iva te  s e c to r  in  the financing of d ev e lo p m en t a s s i s t a n c e  through  

the s a le  of th e ir  bonds in the p r iva te  cap ita l m a r k e ts .  In turn, both 

d o m e s t ic  and fo r e ig n  p r iva te  in v e s tm e n t  in the l e s s  d eve lop ed  co u n tr ie s  

in c r e a s e s  w hen the banks fin an ce  in fra s tr u c tu re  and other  im p ortant  

e c o n o m ic  d ev e lo p m en t p r o je c t s .

4. The hard loan  o p era tio n s  of the in tern ation a l f in an c ia l  

in s t itu tio n s  have had a m a jo r  p o s i t iv e  im p a ct  on the United States  

b a la n ce  of p a y m en ts .  T his  p o s it iv e  contr ibu tion  r e f le c t s  p r o c u r em en t  

in  the U nited  S ta tes  and in v e s tm e n ts  in the U nited S ta tes  pending loan  

d isb u r se m e n t .  And ev en  w h ile  the so ft  loan  o p era tio n s  of the in tern ation a l  

f in a n c ia l  in s t itu tion s  have had a m o d er a te ly  n egative  im p a ct  on the U .S .  

b a lan ce  of p a y m en ts ,  the o v e r a l l  b a lan ce  of paym en ts  e f fe c t  fr o m  total  

in tern ation a l f in a n c ia l  in st itu tion s  op era tion s  has been  favorab le  to the U .S .

' F or  ex a m p le ,  in 1972 the p o s i t iv e  b a lan ce  of paym en ts  e f fe c t  of the  

in tern a tio n a l f in a n c ia l  in s t itu tion s  w as a p p ro x im a te ly  $400 m il l io n .

P r o c u r e m e n t  d e s e r v e s  s p e c ia l  m en tion . W hile th ere  have b een  

continuing c la im s  that U .S .  p ro d u cers  a r e  d is c r im in a te d  a g a in s t  or are  

not g iven  su itab le  ad van tages , e m p ir ic a l  ev id en ce  c le a r ly  in d ica tes  that 

on an o v e r a l l  b a s i s ,  such c la im s  a r e  not ju s t i f ie d .  And I can a s s u r e  you  

that the U .S .  G overn m en t has e s ta b l is h e d  p r o c ed u r es  w h ereb y  U .S .  b u s in e s s  

i s  in fo rm ed  about p r o cu rem en t o p p ortu n it ies .  N a tu ra lly  m y o ff ice  s e e k s  

to point them  but w h en ev er  p o s s ib le .  P erh a p s  h e igh ten ed  a g g r e s s iv e n e s s



on the part of the p r iv a te  s e c to r  is  needed  to exp lo it  such  o p p ortu n it ies .

With add ition al p r ic e  advan tages  due to devaluation  of the do llar , U .S .  

in d u stry  w i l l  be in  a m uch m o r e  co m p etit iv e  p o s it io n  to bid on p ro c u r em en t .

L et m e  now m ake so m e  o b se rv a t io n s  about the in stitu tion  to w hich  

I have been  appointed  by the P r e s id e n t  of the U nited S ta tes  as the 

U .S .  E x ec u t iv e  D ir e c to r .  The In te r -A m e r ic a n  D ev e lo p m en t Bank w i l l  be 

15 y e a r s  o ld  at the end of this y e a r  and throughout its  sh ort l i fe  it  has  

played  an im p ortan t r o le  in prom oting  the o v e r a l l  e co n o m ic  grow th of 

L atin  A m e r ic a .  Up through D e c e m b e r  31, 1973 the B ank’s cu m u lative  

lending r ea c h e d  $6 . 3 b il l ion , net of c a n c e l la t io n s  and exch ange  a d ju stm en ts ,  

d is tr ib u ted  in 771 ind iv idual lo a n s .  The B ank’s lending vo lum e of $884 m i l l io  

in  197 3 r e p r e s e n te d  a broad  advance in the B an k ’s o b jec t iv e s  of a ch iev in g  

a lending le v e l  of a p p ro x im a te ly  $1 b i l l io n  y e a r ly  over  the next f iv e  y e a r s ,
f

co m p a red  with the $600 m i l l io n  l e v e l  w hich  c h a r a c te r iz e d  its  annual 

o p era t io n s  over  the p ast  th ree  y e a r s .  The Bank has b e co m e  the la r g e s t  

len d er  to L atin  A m e r ic a .  The Bank has p layed  an im p ortant part in the 

r e c e n t  im p r e s s iv e  p e r fo r m a n c e  of the B r a z i l ia n  econ om y, in C o lo m b ia ’s 

r e c e n t  su b sta n tia l  a c h ie v e m e n ts ,  and in he lp ing  to lay  the conditions for  

the p r e se n t  d y n a m ism  found in C aracas  and M ex ico  City. In g e n era l  t e r m s  

it can be doubted w hether  the o v e r a l l  e co n o m ic  growth rate  of Latin  

A m e r ic a  w ould have rea ch ed  5. 6 per  cen t in  the decade of the 1960’s

w ithout the e f fo r ts  of the Bank and its  s i s t e r  in s t itu t io n s .



The q u es t io n  has b een  a sk ed  and w il l  continue to be a sk ed  - -  w h ere  

have a l l  the m o n ie s  gone, and what good have they  done? The P r e s id e n t  

of the Bank, M r. Antonio O rtiz  Mena, the d is t in g u ish ed  M ex ican  

s ta te sm a n  who s e r v e d  h is  country  as  S e c r e ta r y  of the T r e a s u r y  for so m e  

12 y e a r s  b e fo r e  jo in ing the Bank as  its  ch ie f  e x e c u t iv e  o f f ic e r ,  a n sw er e d  

th is  q u estio n  in a r e c e n t  sp e e c h .  I w ould  lik e  to quote him :

"They have gone p r in c ip a l ly  to m ak e  the a g r icu ltu ra l  and in d u str ia l  

s e c t o r s  of our L atin  A m e r ic a n  m e m b e r s  v ia b le  in both e co n o m ic  and s o c ia l  

e f fo r ts ,  w ith  pure w a ter  and p rop er  san ita t ion  fa c i l i t i e s ,  w ith  d ecen t  

hou sin g  and other  urban and ru ra l com m u n ity  fa c i l i t i e s ,  and with im p ro v ed  

ed u cation a l fa c i l i t i e s  r eq u ir ed  in tod ay's  te c h n o lo g ica l  w or ld . M ore  

s p e c i f ic a l ly ,  im p rov in g  and b r inging  into produ ction  6. 5 m i l l io n  a c r e s  of 

land, m ak ing  730, 000 c r e d it s  through L atin  A m e r ic a n  d ev e lo p m en t  

in s t itu t io n s  to im p ro v e  output and p rod u ctiv ity  on s m a l l  and m ed iu m  s c a le  

fa r m s  and ran ch es;  build ing or expanding m o r e  than 4 , 000 in d u str ia l  e n t e r ­

p r is e s ;  co n stru c t in g  o r  im p rov in g  4 , 500 m i le s  of m a in  h ighw ays and  

build ing 17, 000 m i l e s  of fa r m  to m a rk e t  roads; m o d er n iz a t io n  of 14 ports  

and g ra in  e le v a to r  fa c i l i t ie s ;  in s ta l la t io n  of 6 .7  m il l io n  k ilow atts  of 

e l e c t r i c  pow er gen era t in g  fa c i l i t i e s ;  s tr in g in g  4 , 000 m i le s  of t r a n s m is s io n  

l in e s ;  building 330, 000 housing units for  low in com e fa m il ie s ;  and 

m o d er n iz in g  or expanding 560 lea rn in g  c e n te r s  c o m p o se d  of 95 u n iv e r s i t ie s

and 465 te c h n ic a l  in s t i tu te s .  "



.; - 8 -

E ven  if  I w eren't con n ected  with the Bank, I w ould judge th is  a 

ra th er  im p r e s s iv e  l i s t  c o m p r is in g  the type of in fra s tr u c tu re  and eco n o m ic  

and s o c ia l  d ev e lo p m en t p ro je c ts  need ed  to spur the lo n g - te r m  d ev e lo p m en t  

of the co u n tr ie s  of L atin  A m e r ic a .

I had the opportunity to v i s i t  s o m e  of the Bank's p r o je c ts  in B o liv ia ,  

B r a z i l  and V en ezu e la  in A ugust of la s t  y e a r .  It w as  gratify in g  to s e e  how  

m u ch  has b een  a c c o m p lis h e d  in provid ing  potable  w ater  and sew a g e  

f a c i l i t i e s  in th o se  c o u n tr ie s ,  as  w e l l  a s  s e e in g  a p easan t co lo n iza t io n  p ro jec t  

in  V e n ezu e la  w h o se  p u rp ose  i s  to g iv e  peop le  a s tak e  in th eir  com m u nity  

and k eep  th em  fr o m  m ig ra t in g  to the c i t i e s .

F in a lly ,  le t  m e  turn fr o m  the p a st  r e c o r d  and look b r ie f ly  to the fu ­

tu r e .  Canada b e c a m e  a fu l l - f le d g e d  m e m b e r  of the Bank la s t  y e a r  and w e a re  

now looking to the prom pt a c c e s s io n  of s o m e  fo u rteen  n o n -r eg io n a l  m e m b e r s  

to the Bank, including Japan and the co u n tr ie s  of W estern  E u rop e . In ten sive  

n eg otia t ion s  have b een  underw ay for so m e  t im e  tow ards this end and w e are  

hopeful of th e ir  s u c c e s s  in the p er io d  ahead. T his  exp an sion  of the B ank’s 

m e m b e r sh ip  to inc lu de  n o n -r eg io n a l  "contributor" nations as  m e m b e r s  is  

an im p ortan t fo r w a rd -lo o k in g  step .

A nother m ajor  p o l icy  in it ia t iv e  that is  being  c a r r ie d  forw ard  is  that 

of in c r e a s in g ly  g iv in g  p r e fe r e n t ia l  tr ea tm en t  in lending p o licy  and tech n ica l  

a s s i s t a n c e  to the grow th of its  l e a s t  d eve lop ed  m e m b er  c o u n tr ie s .  In 1973, 

4 9 . 9  per  cen t of the B ank's total lending and s o m e  67. 1 per cent of its



c o n c e s s io n a l  lending in so ft  loans w ent to the p o o rer  co u n tr ie s  of L atin  

A m e r ic a .  T his  trend  and em p h a s is  w i l l  continue in the m onths and y e a r s  

ahead . This p o licy  is  c o n s is te n t  with U . S .  p o licy  and in t e r e s t  in en cou rag in g  

the r ic h e r  co u n tr ie s  of L atin  A m e r ic a ,  such  as  M ex ico  and B r a z i l ,  to 

prov id e  in c r e a s in g  f low s  of e co n o m ic  a id  and tec h n ic a l  a s s i s t a n c e  to the  

p o o r e r  nations of L atin  A m e r ic a .

The la s t  point I w ish  to m en tion  in this v iew  of the future is  the B an k ’s 

d e s ir e  to ac t m o r e  and m o r e  as a c a ta ly s t  in  p r o je c ts  of broad  e co n o m ic  

im p a ct  in the reg ion . Under th is  p o l icy  the Bank in c r e a s in g ly  w i l l  continue  

to e x e r c i s e  le a d e r sh ip  in a ttractin g  cap ita l to f in ance  p ro je c ts  of a 

m agnitude that req u ire  m uch la r g e r  r e s o u r c e s  than those  the Bank could  

p ro v id e . In turn, the Bank w il l  continue to a s s o c ia t e  i t s e l f  w ith other  

f in a n c ia l  a g e n c ie s  and w ith  b i la te r a l  a id  a g e n c ie s  and p r iva te  s o u r c e s  of
* l

cap ita l in financing m a jo r  p r o je c ts .

H opefu lly , as in tegra tion  e ffo r ts  in L atin  A m e r ic a  b e c o m e  

in c r e a s in g ly  v ig o r o u s ,  add itional p ro je c ts  w h ose  sco p e  in c lu d es  m o r e  than  

one country  w i l l  b eco m e  fe a s ib le  and v ia b le .  T his  w ould g ive  additional  

im p etu s  to the B ank's lending p ro g ra m  in support of p ro jec ts  d e s ig n ed  to 

fu rther  the even tua l e co n o m ic  in teg ra t io n  of L atin  A m e r ic a .

In the y e a r s  ahead th ese  a c t iv i t ie s  of the I n te r -A m e r ic a n  D evelop m en t  

Bank w il l  req u ire  the support of the b u s in e s s  com m u nity , the a c a d e m ic  

com m u nity , c iv ic  le a d e r s  and our e le c te d  r e p r e s e n ta t iv e s .  I do f e e l  they  

a r e  w orthy of your continued support.

I thank you for your attention .



DepartmentoftheTREASURY |
OFFICE OF REVENUE SHARING

WASHINGTON, D.C. 20226 TELEPHONE 634-5248

FOR IMMEDIATE RELEASE 
March 1, 1974, E.D.T., A.M.

TREASURY'S OFFICE OF REVENUÉ SHARING 
ISSUES FIRST ANNUAL REPORT

A complete discussion of general revenue sharing 

in practice as well as in theory, is contained in the 
Office of Revenue Sharing's first Annual Report, issued 

today.

Transmitting the report to Congress, Secretary 
of the Treasury George P. Shultz explained that it contains 

the financial information required by law to be transmitted 
to the Congress by March 1, as well as "... a full description 

of the Treasury Department's administration of general 

revenue sharing."
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General revenue sharing returns approximately 
$6 billion of federally-collected income tax receipts 

each year to states and local governments. All general- 

purpose units of government in the United States, almost

39,000 of them, are eligible to receive this form of 
federal financial assistance.

Until general revenue sharing was signed into law 
by President Nixon on October 20, 1972, federal financial 
aid was granted only to governments that were successful 

in the grantsmanship game. And yet, as the Annual Report 
points out:

Eight out of ten of almost 39,000 general 
purpose units of government in the United States 
are places with populations of 2,500 or less.
Virtually none of these could cope with complicated 
applications for federal categorical assistance.
Yet these small governments must provide their 
citizens the same vital public services upon which 
we all depend.

Now all states and local general-purpose governments 
that wish to receive federal assistance get regularly- 

scheduled payments of shared revenues. The money is to be 

used to meet needs established by the communities themselves. 

Fewer than 100 small, local governments have declined to 
participate in the program.
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A cornerstone of the P r e s i d e n t s  New Federalism, 

general revenue sharing is strengthening the decision-making 

process and use of authority at state and local levels 

of government.

The Office of Revenue Sharing's first Annual Report 

includes tabular information on:

• Cumulative disbursements of general revenue 
sharing funds to January 18, 1974

• The numbers of each type of government in the 
United States, by state

• Analysis of changes in the fund balance of 
the State and Local Fiscal Assistance Trust 
Fund for the year ended June 30, 1973

• Analysis of changes in the fund balance of the 
State and Local Fiscal Assistance Trust Fund 
from July 1, 1973 to January 18, 1974

• Actual Uses of all general revenue sharing funds 
expended through June 30, 1973, by category of 
expenditure

Detailed explanations of the procedure used to allocate 

shared revenues, procedures for collection and improvement 

of data used in the allocation process, and the administration 

of the program are included, along with a brief chronology 

of the implementation of the general revenue sharing law.
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Secretary Shultz established the Office of Revenue 
Sharing shortly after the State and Local Fiscal Assistance 

Act was signed into law - in the fall of 1972.
Graham *W. Watt, former city manager, and Deputy Mayor 

of the District of Columbia, was named Director of the 

Office of Revenue Sharing on February 1, 1973.

The State and Local Fiscal Assistance Act of 1972 

(P.L. 92-512), Title I of which authorized general revenue 
sharing, requires the Secretary of the Treasury to report 

to Congress annually by March 1 on the "... operation and 
status of the Trust Fund during the preceding fiscal year."

####



FOR IMMEDIATE RELEASE 
March 1, 1974, A.M.

FIRST REPORT ON ACTUAL USES 
OF GENERAL REVENUE SHARING 

FUNDS RELEASED TODAY

How 32,665 state and local governments spent their 

general revenue sharing funds through June 30, 1973 is 

the subject of a report released today by the Treasury 

D e p a r tments Office of Revenue Sharing.

In addition to its analysis of $2.8 billion of expended 

funds, the study compares recipient governments' reports 
on plans for uses of money distributed for the first six 
months of calendar year 1973 and for federal fiscal year 1974.

The major findings of the study are:
• AS of June 30, 1973, most revenue sharing 

money had been spent for education (24%) , 
public safety (23%), and public transportation 

(15%) .
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• State governments alone spent $664.3 million 

(65%) of their money on education.

• Cities spent 44% ($434 million) of their money 
in the field of public safety. Next in order 

of priority for cities' expenditures were 

public transportation (15% - $148.7 million) and 

environmental protection and conservation

(13% - $126 million).

• Counties have spent $161.5 million, 25% of their 
shared revenues, to improve public transportation.

The next greatest need for counties' support-was 

public safety ($149.6 million - 23%).

• Indian tribes and Alaskan native villages spent 
the greatest proportion of their money for health 

programs.

• Recipient units of state and local government spent 

even more to operate and maintain programs than 

they had planned. Overall, 68% of the funds have 
been spent to pay current expenses of public services. 
State governments put 94% of their money into this 

type of expenditure.
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The larger a jurisdiction's population, the 
more money its government tended to use to meet 
current expenses rather than to fund capital 

projects. Cities with populations greater 
than 250,000, for example, expended more than 
twice the proportion of their revenue sharing 

funds (79%) for operating and maintenance purposes 

than did cities with populations under 25,000 
(33%). This trend is particularly apparent in 

the Northeastern states of the United States.

• General revenue sharing is helping to relieve 
pressures on state and local taxes. The pro­

portion of governments reporting favorable 
impacts on their tax programs increased as the 
proportion of funds spent increased. Almost 
half (44.5%) of the respondent units of government 

stated that revenue sharing money enabled them 
to reduce tax rates, prevent or reduce the amount 

of an increase in tax rates, or prevent enactment 

of a major tax.
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• One third of the responding units of government 

reported that general revenue sharing money 

helped them to avoid or lessen a debt increase.

• Larger units of government were more likely 
to concentrate their expenditure in fewer 

categories of activity. Expenditures by smaller 
units were more evenly distributed in the aggregate.

Actual uses were reported by states and local governments 

for funds they had received covering the period January 1,1972, 

through June 30, 1973. Of the $6.6 billion allocated for 

that period of time, slightly less than half (42.5%) actually 

had been spent at the time the reports were made.

"Actual uses of the remaining money will be reported 

next year. State and local governments will report their 

use of revenue sharing funds again in J u l y (1974), and the 

summary and analysis of these reports will be published 

next winter" Graham W. Watt, Director of the Office of Revenue 

Sharing said in releasing the new report. "Governments 

have two years in which to spend this money," he added.



According to the State and Local Fiscal Assistance 
Act of 1972 which established general revenue sharing, a 

state government may spend the money for any activities 

that are legal uses of its own funds. A local unit of 
government may use the money for any capital purpose or 
to meet operating and maintenance costs in any one or 

more of eight broad "priority expenditure" categories: 
public safety, environmental protection, public transporta­

tion, health, recreation, libraries, social services for 

the poor or aged, and financial administration.

No revenue sharing money may be used to match other 

federal funds? nor may any of the money be used for a 

discriminatory activity. The Davis-Bacon Act relating to 
labor wage standards applies where 25% or more of shared 
revenues is used to finance a capital construction project . 

costing over $2,000.00.

The State and Local Fiscal Assistance Act of 1972 

requires that Secretary of the Treasury, George P. Shultz, 

obtain from each state and local government a periodic 

report on how it has used the shared revenues it has 

received. This information is collected on Actual Use 

Report forms provided by the Office of Revenue Sharing 

for that purpose.
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Periodic reports on plans for uses of the money

are also required by law. These are provided by recipient

units of government on Planned Use Report forms distributed

by the Office of Revenue Sharing in advance of each period

for which funds are allocated. Reports on planned uses♦
of funds to be distributed in fiscal year 1975 will be 
requested of states and local governments on forms to be 

distributed next month.

Since President Nixon signed the State and Local 
Fiscal Assistance Act on October 20, 1972, approximately 

$11.2 billion in shared revenues have been distributed to 
more than 38,000 states, counties, cities, towns, townships, 

Indian tribes and Alaskan native villages. The program 
is presently authorized for a five year period: from 

January 1972 through December 1976.

####



MEMORANDUM FOR THE PRESS Feb. 28, 1974

Earlier today, President Nixon announced with w e  
regret the resignation of William £. Dale as U.S. 
Executive Director of the International Monetary Fund.

The IMF has announced that Mr. Dale will become 
Deputy Managing Director of the Fund, effective 
tomorrow, March 1.

Attached is a letter Secretary of the Treasury 
Shultz sent to Mr. Dale, congratulating him on his 
service to the nation.

oOo
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Dear Bill:
I have sent your letter of resignation along to 

the President* In doing so, X cannot fail to respond 
more personally.

In the quietest of fcifies, the opportunity seldom 
arises for an individual to serve officially and 
simultaneously both his own Government and the inter­
national community over a long period. The mere fact 
that one could do it effectively for more than eleven 
years —  with all that implies for retaining the con­
fidence of successive national Administrations and of 
your international colleagues —  would speak eloquent­
ly for itself*

But in your case, the challenge was all’ the 
greater. In these last years, you saw and acted upon 
the need to fight for a basic reform of the very in­
stitution and monetary system that had * been • your • 
professional career. And, in the midst of a process 
that ha3 inevitably!bean contentious at times, you 
have been asked, by general acclaim, to help lead the 
IMF itselfi

All that I can add to the tribute implicit In 
that sequence Is to wish you all success In the new 
position. X am conscious that, after March 1, we 
won*t be able to claim you officially as one of our 
own. But we also know that your experience and know­
ledge, your diplomacy and your spirit will still be 
at work on the problems of the international monetary



yousystem Saying that is the equivalent of saying 
will still be deeply involved v/Ith us and our 
problems —  and I look forward to that prospect with 
confidence and pleasure.

Sincerely,

'/ 1 ’{Signed}. Georgsj

The Honorable
William B* Bale
U* S* Executive Director
International Monetary Fund
Washington, D* C* •



Department of theTRUSURY
ASHINGTON. D.C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE February 28, 1974

TREASURY’S 52-WEEK BILL OFFERING *
The Treasury Department, by this public notice, invites tenders for 

$1,800,000,000, or thereabouts, of 364-<iay Treasury bills for cash and in exchange 
for Treasury bills maturing March 12, 1974 > iu ‘the amount of $1,790,265,000,
The bills of this series will be dated Mar*h 12, 1974 , and will mature
March 11, 1975 (CUSIP No. 912793 VH6).

The bills will be issued on a discount basis under competitive and noncom­
petitive bidding as hereinafter provided, and at maturity their face amount will 
be payable without interest. They will be issued in bearer form only, and in 
denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value).

Tenders will be received at Federal Reserve Banks and Branches up to the closing 
hour, one-thirty p.m., Eastern Daylight Saving time, Wednesday, March 6, 1974. 
Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed on 
the basis of 100, with not more than three decimals, e.g., 99.925. Fractions may 
not be used. It is urged that tenders be made on the printed forms and forwarded in 
the special envelopes which will be supplied by Federal Reserve Banks or Branches 
on application therefor.

Banking institutions generally may submit tenders for account of customers 
provided the names of the customers aregfet forth in such tenders. Others than 
banking institutions will not be permitted to submit tenders except for their own 
account. Tenders will be received without deposit from incorporated banks and trust 
companies and from responsible and recognized dealers in investment securities. 
Tenders from others must be accompanied by payment of 2 percent of the face amount 
of Treasury bills applied for, unless the tenders are accompanied by an express 
guaranty of payment by an incorporated bank or trhst company.

(OVER)
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Immediately after the closing hour, tenders will be opened at the Federal Reserve- 

Banks and Branches, following which public announcement will be made by the Treasury 
Department of the amount and price range of accepted bids. Only those submitting 
competitive tenders will be advised of the acceptance or rejection thereof. The 
Secretary of the Treasury expressly reserves the right to accept or reject any or 
all tenders, in whole or in part, and his action in any such respect shall be final/ 
Subject to these reservations, noncompetitive tenders for $200,000 or less without 
stated price from any one bidder will be accepted in full at the average price (in 
three decimals) of accepted competitive bids. Settlement for accepted tenders in 
accordance with the bids must be made or completed at the Federal Reserve Bank on 
March 12, 1974 , in cash or other ^immediately available funds or in a like
face amount of Treasury bills maturing March 12, 1974 . Cash and exchange
tenders will receive equal treatment. Cash adjustments will be made for differences 
between the par value of maturing bills accepted in exchange and the issue price of 
the new bills.

Under Sections 454(b) and 122l(5) of the Internal Revenue Code of 1954 the amount 
of discount at which bills issued hereunder are sold is considered to accrue when the 
bills are sold, redeemed or otherwise disposed of, and the bills are excluded from 
consideration as capital assets. Accordingly, the owner of Treasury bills (other thar 
life insurance companies) issued hereunder must include in his income tax return, as 
ordinary gain or loss, the difference between the price paid for the bills, whether 
on original issue or on subsequent purchase, and the amount actually received either 
upon sale or redemption at maturity during the taxable year for which the return is 
made.

Treasury Department Circular Wo. 418 (current revision) and this notice, pre­
scribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.


