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November 8, 1977

MEMORANDUM FOR: THE PRESIDENT
FROM: THE VICE PRESIDENT
SUBJECT: ENERGY SPEECH

I don't have many changes in the draft speech, but I do
have a few suggestions you might want to consider:

o On page two, I would drop the paragraph suggesting
that many Americans still don't understand the issue.

I think there is the risk that this would be perceived

as an assessment that much of the general public is
ignorant. This paragraph does not seem necessary to the
thrust of the argument: that the energy crisis is serious
and growing worse.

o On page four, I would change severe inflationary

vV

pressures, to serious inflationary pressures. I think L///

we should resist ourselves painting the picture that
there exists today a terrible inflation problem.

o On page four, I would make the next paragraph
conditional, arguing, "If this trend continues, (t)he
excessive purchase of foreign o0il could make the very
security of our nation increasingly dependent on uncertain
energy supplies." Again, I believe the point you want to
make is that our security could be threatened, rather than
that it is now endangered, especially, since -- as I
understand it -- our plan and the bill which is likely to
emerge from the Congress, would leave us dependent in the
future upon approximately the same level of foreign oil as
we currently import.

o On page five, where the speech breaks, I would insert

a strong upbeat paragraph, in essence stating the preceding

points about economic strength and national security in the
reverse. You might say:

~BETERMINED T8 BE AN ADMINISTRATIVE MARKING
CANCELLED PER £.0. SEC.13AND
ARCHIVIST'S MEMO OF NARCH 19, 1963
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"We must take the actions needed to ensure America's
economic strength. We must preserve our blessed
independence and safeguard our vital security. We
must show that we can exercise leadership not only

on behalf of our deomcracy, but on behalf of democratic
governments throughout the world."

"Perhaps as never before in peacetime, our nation is
being tested. There is only one way to meet that test,
and that is by passing America's first comprehensive
national energy plan."

"We are now on the eve of decision."

o On page five, I would follow this point with a compliment
to the Congress, before going into the detailed issues that

remain to be decided. I would recommend a paragraph which
says:

"The Congress has shown a recognition of the urgency
of this problem, great tenacity in coming to grips with
many of the most complex and difficult decisions a
legislative body has ever been asked to make, and a
high degree of responsibility in its commitment to
resolve these issues before the current session
adjourns."

o} I would then continue with the paragraph at the bottom
of page five, and slightly revise the transitional paragraph
at the top of page six as follows:

"As one of the world's largest producers of coal and oil
and gas, why do we have this problem with energy, and
why is it so difficult to solve?




REMARKS BY
JAMES R. SCHLESINGER
SECRETARY OF ENERGY
TO .
THE NATIONAL CONVENTION
OF
THE AMERICAN LEGION
DENVER, COLORADO
AUGUST 23, 1977

Legionnaires,
Today our Nation faces a troublesome passage --

requiring dramatic changes in our sources of energy. It is
a passage both difficult and potentially perilous. Nonethe-

less, it is one through which -- with foresight and with
dedication -- we can triumphantly come. The President of
the United States has sounded a clarion call -- of warning

and of challenge. To that summons Legionnaires, along with
other Americans, will respond. It calls us to a different
type of battlefield -- one that requires less raw courage
than it does persistence and patient effort.

If we, as a people, respond -- as we have done before
-~ then we shall, with relative ease, move through a diffi-
rult transition of prospective 0il stringency into a new
future in which our energy supplies will be provided by new
sources and new technologies achieved through American
imagination and ingenuity. If we fail to respond, we shall
face a growing meance to our economy and to our political
and social stability. Consequently, we cannot afford to
fail.

President Carter has called for the moral equivalent of
war. This does not -- happily -- mean that the Nation need
go on a wartime footing or resort to wartime measures. But,
it does mean that we must achieve the cohesion and that
sense of national purpose normally achieved only in time of
war.,

In itself the energy crisis provides no clear,
unequivocal signal of national danger such as that repre-
sented by Pearl Harbor. 1Instead, the danger is more subtle,
more complex. It can be grasped only through analysis and
countered only through vision. Yet the signs and the
portents have continued to grow. Indeed, one might describe
the brief embargo of 1973-1974 as an undiscerned Pearl
Harbor. '



Only lately have we begun to grasp the magnitude of
the energy problem. And our awareness is yet imperfect.
Recent polls have disclosed that some 50 percent of the :>
American people do not know that the United States imports
any oil at all. This is disturbing when our import depen-
dency has already reached almost 50 percent. Thus, alto-
gether too many Americans apparently believe that we are
self-sustaining and possess energy invulnerability. They
cannot, therefore, appreciate the constraints that
continuing economic growth and growing dependency would
impose on our foreign and defense policies -- or anticipate
the even greater vulnerability that we will face as o0il
production worldwide reaches the point that it can grow no
further.

How did we get where we are today? Let us examine the
background.

Time was that our energy problems, like our security
problems to which they are intimately related, were easily
borne. 1In the wake of World War II, and down into the
'Tietnam war, the preeminence of American power remained
Jdnquestioned. The expansion of the international economy
and the maintenance of security took place under the pro-
tection of that American power. In that era, we also were
totally secure in our energy supplies., 1Indeed, our capacity
was so great, relative to demand, that we could not only
satisfy our domestic requirements, but could also take care
of our allies in a period of emergency. , In the Suez crisis
of 1956, for example, the shut-in production capacity of the
United States was by itself sufficient that we could tide
Europe through a period of cut-off.

In the subsequent twenty years vast changes have taken
place. American oil consumption has grown to so great an
extent that even with enlarged production, we accommodate
little more than half of our domestic requirements. And, of
course, there is preciously little spare capacity to tide
other nations over in a time of trouble.

Just as political security has been affected by a world
grown more fractious, just as our military position has been
challenged by the steadily growing power of the Soviet
Union, so has our overall position been further weakened by



the new fact of substantial energy dependency. Energy
supply and security have always gone hand in hand. But the
United States has been blessed with abundant resources, so
that the connection between energy and security could be
accepted without being explicitly recognized.

Yet, as the world has become more interdependent, and
as our own dependency has grown, our ability to protect our
vital interests has come under a new and different challenge.

Moreover, there is still a more fundamental and
underlying issue that goes beyond the ordinary considera-
tions of security policy. It is a problem that we share,
with all other nations, of prospective worldwide shortage.
It is the prospect that within a decade o0il production
worldwide will have reached a limit beyond which it will not
be possible significantly to increase production. Sometime
in the early 1990's o0il production worldwide will peak out
and begin its long slide downward. But even before then we
shall approach a production ceiling such that output cannot
accommodate further increases in demand. Consequently,
expanding supplies of o0il -- the world's fuel of choice --
will not supply the additional energy to sustain further
economic growth and rising standards of living. This brief
period, a century, in which o0il has become the principal
motive force of worldwide economic expansion will be at an
end. We, along with all other nations, shall have to turn
to alternative sources of supply and, in the period of grace
allowed to us, seek out those alternative sources.

There are, of course, always Pollyannas who will
believe that nothing that they wish not to occur, can
possibly occur. They will suggest that, of course, there
must be more oil out there to accommodate our ever-expanding
appetite. Be not deceived! Our voracious demand for oil --
doubling every decade, increasing thirty fold in half a
century -- 1S beginning to encroach not only on potential
production limits but on potential long-term supply. 1In
this decade alone the world will consume not only one-third
of of its proven reserves, but will also consume one-tenth
of all the o0il that the geologists in their wildest dreams
ever expected might exist worldwide -- and might be found
and recovered.




Thus, we, along with other nations, face an altered
and potentially distressing future. Let us gather our
courage and determination and face up to it.

We must not imitate the grasshopper in Aesop's fable.
We must avoid a policy of drift until the moment of acute
crisis is upon us. If we have the appropriate vision and
foresight, we shall take advantage of the time that is
available to us and act now.

We should begin now -- while we still have time and
before the era of restricted oil and gas availability is
upon us -- to alter the capital equipment that sustains and
will sustain the American standard of living -- our fac-
tories, our homes, our automobiles. Our factories and power
plants should increasingly burn coal or uranium, which these
stationary facilities, unlike our transportation, can uti-
lize at small penalty. We must, if we are prudent, take
care to avoid increased dependence of our capital assets on
0il and gas when we already know that the future supplies
will be limited. And, we must achieve a higher degree of
fuel efficiency. We must learn to conserve.

These are the things that we must do. And these are
the things that President Carter's energy plan is intended
to accomplish. The measures are numerous and intricate, but
the underlying design is quite simple. Put briefly, the
program is intended, first, to attain a higher degree of
fuel efficiency to reduce waste and to conserve. Second, it
is intended to wean us away from o0il and gas and gradually
to substitute further our more abundant fuel resources,
solar energy, coal and uranium.,

A major goal of the plan is to reduce the annual
growth of energy consumption in the United States from
approximately 4 percent to less than 2 percent per year.
This can be achieved by making our homes better insulated,
our automobiles more fuel-efficient, and by providing
incentives for greater efficiency in our industrial pro-
cesses. It can be achieved with no sacrifice in our
prospective living standards.



The President has called for sacrifice, but the
sacrifice for which he calls is less of a material nature
than of a change in attitude and assumptions -- of all
sacrifices the hardest for men to make. We shall have to
give up our careless, spendthrift, ways in energy use. We
shall have to learn anew such homespun wisdom as "willful
waste makes willful want."

Nonetheless, it is axiomatic in the President's plan
that enough energy shall be available to permit the con-
tinued growth of the economy and the expansion of produc-
tivity, output and the number of jobs. The pace is gradual
and the use of energy will continue to grow. We are not
interested in self-punishment through conservation.

The major element is equally simple: To avoid a
growing dependence on o0il and gas and to make better use of
our more abundant fuel resources.

It was only after World War II that we emerged from a
period in which coal had been our principal fuel. Increas-
ingly, we shall return to it. Facilities-in-place can, in
most cases, readily utilize coal. In that way, we can
reserve a larger share of the dwindling supply of fuel
liquids for our transportation sector in which there is no
such readily available substitute. Our new factories and
power plants should use coal or uranium. In that way we
can avoid having our new capital plant and equipment become
dependent on a type of fuel which is likely to be unavail-
able during the last fifteen or twenty years service of that
plant.

If we are prepared to act now, we can make this
transition relatively smoothly and painlessly. If we fail
to act now, the consequences will be far more dire: 1In the
middle 1980's rising unemployment, much more rapid infla-
tion, and severe balance of payments difficulties. Such
developments would shake the political and social founda-
tions of the United States in a way that they have not been
shaken since the 1930's. Much has been said about the
economic consequences, relatively light, of the National
Energy Plan. It is far wiser if we take into account not
the consequences of our decision to act, but the economic
and political consequences of our failure to act, for those
could prove devastating. '



But what of the longer term? What happens when we run
short, as we inevitably must, of fossil fuel? Will these
short-term sacrifices, which we now contemplate, make things
better for our children and grandchildren in the future, or,
will they merely postpone a day of reckoning? Some people
these days have become so disquieted by future shock that
they have lost faith in our long-run ability to cope. Will
there be a happy ending?

The answer is unequivocally, yes. We face the future,
not merely with hope, but with confidence. We shall devote
our techincal resources to the development of new sources of
supply, be they techniques for the more efficient use of
available energy, biomass, solar energy more narrowly
defined, or fusion or fission power. Or researchers and
our scientists have not yet failed the United States. Once
we recognize the problem and apply to it the time-honored
inventiveness and resolution of the American people, we can
have unbounded confidence in our ability to solve it.

Yet, the Nation does face a formidable challenge.
Let us resolve to master it.

The President has presented an ambitious plan. Its
development has been guided by the precept: Make no small
plans; they have no magic to stir the souls of men.

The challenge is sufficiently great that this is no
time for politics as usual, looking no further than the next
election. It is no time for business as usual, looking no
further than the next profit and loss statement.

The President has called on all of us: in every State,
municipality and hamlet; in business and in unions, and, in
voluntary organizations. Let us all respond to that call.
We shall need the help of very man and woman in America.

"The summer patriot and the sunshine soldier will in
this crisis shrink from the service of his country."
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Pg'. 1 {End of paragraph 2~} How many barrel§z -- imported

since April -

Pg. 2 "At stake” instead of “"what is at stake”
Pg. 2 Line 9 after "resolve”™ add "often enormous”™
Pg. 2 Line 12 ernd of paragraph
"It is our last best chance to develop an energy
policy that can avert a sarious crisis in the future®
Pg. 2 Between paragraph 2 and 3.
There it shall be determined whether at long last:. . .

Zmerica will have a real energy policy or once again.
half-hearted, ineffective mesasures. :

ﬁ;s historic moment comzands the attsntion of us all..

The Congress, the President, the Azerican people stand
to be judged on the success or failure of this moment.
Not only will we pass verdict ocurselves but ocur action. .
will be watched by our allies and adversaries aroung the
worlid who gquesticon the firmness of our resolve. . :

Most important, we stand in the docket of history ~--
answerable to those yet unborn whose future will be. : ,
enhanced or endangered by our action. They are the true- | .
constituents of this effort. Voicelesszs, they ultimately |-
- will judge whether this generation met the test faced = ,
by every other generation, of responsibility to the future. |
They will ask: Did we pass to the future a country strong. J
\ and vibrant or try weak ang vulnerable?
[N

Pg. 2 Line 13 add ~ "That is why I want to talk.e......”. ...

Pg. 3 - Between paragraph 2 and 3

Hour by hour, day by day, the gauge that measures the.
increasing flow of imported oil records the slow. but
:teady weakening of the United States overseas amd at
ome.

-

* BHour by hour, day by day, the national security of the
U.S. is threatened by our dependence on imported pil.

Hour by hour, day by day, our ability to act as a nation
in conducting our foreign affairs is being. endangered..
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Hour by hour, day by day, our economic stength is being
sapped.

Hour by hour, day by day, our continued ability to
provide a decent life for all ocur people kecomes more and
more guestionable.

1

3 beginning of paragraph 3 "At home, even while the...

vt
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[
o
o
—

@]

6 Last paragraph -

*kach year we lose 200,000 more American jobs because

of rising imports oil cil. We lose almost 25 jobs an
hour, almost 550 jobs a day! Each vear we lost $10
billion in national cutput, which works cut to more than
a millicon dollars an hour, $27 and 1/2 miilion a day,
almost 200 million dollars a week! We are sending jobs...

7 after line 6 - beginning of paragraph 3 add:
"Host important vast amount of American wealth
no longer stay in the United States but go
ocverseas to enrich cther nations.

7 After line 11 add "Rather than beccoming weaker our -
dolliar would be growing stronger.”

11 After paragraph 2

In April I asked sacrifice of every segment cf cur nation,
consumer and producer alike. Many cosmrmers and producers
have answered that call. A number of c¢il and gas companies
have been statesmanlike in helping us balance their true
needs against the needs of cur entire society. They are
to ke commended for putting ‘the national interest first.
: -
o . . £

*
[

* But others have not been so patriotic. They and their allies

»

have scught to turn this plan into a bonanza at the expense
of every American. Yes, we will have to all pay more for
energy but if they have their way the burden, on every
American, already heavy would become crushing. As
resident, I have the responsibility to try to balance .the
reeds for production incentives against the costs that

can be borne by ordinary Americans, and as President, I
will not accept a plan that would strike a staggering

blew at every American family in order to enrich a few.



Pg. 11 - First word paragraph 3 - Change "the®™ to "these two
guestions”

Pg. 12 - at the end of line 2 add:
During the campaign I favored dereculation of natural
gas, In the long-term I am expecting that we will

deregulation. However the inmpact of total deregulation

would be devastating to the American people.

Pg. 12 - Line 7 after "invest®™ In the last four years the price
of natural gas has risen X% and would rise in our
plan Y% more. Gas producers....”

Pg. 13 - after line 2:
"Every American must be concerned over the outcome of
these two price \ssvesbefore the Conference Committee.”

Pg. 15 - Line 1 after "House"
"House; althouagh frankly cur plan and the House plan
are more compatable”®

Pg. 15 - after paragraph four - listing the third test.

Although I am fully confident that it will not happen,
should the bill that emerges from the Conference Committee
fail these tests I will not hesitate to veto it. On
January 20 before you and almighty God I took an oath

to “faithfully execute the office of President of the
United States"™. If I were to sign a bill that I did

not truly believe to be effective, just to have a bill,
then I would have betrayed my oath. You have my solemn
promise that T will sign a bill that I feel establishes

an effective energy policy..

" No President can have all of .
the answers to this problem or any problem. That's why
- our forefathers set forth both a Congress and a President
to work together.

Nonetheless, a President has a singular responsibility.
he is elected by the entire nation not by a single .
district or a single state. It is in this coffice that
all the interests, demands and needs mubt be weighed and

to some extent arbitrated. It is here that our reguirements

at home must be meshed with our requirements abroad.

Every level of government plays a key role in shaping our
country to our visions and to our problems. _

T have learned many things Since T became Presdent thst T

o D L 2 ™ a

Yo vy

sz

i



o &87\2*1\\0@ No one whe does not have f}-}\(g r‘espo|\51bili~h
. can opprecizte the trve burden of +his office.

One of those burdens is to decide wht rust first be
addressed on our national agenda. I firmly believe

that for our domestic prosperity and our national security
the passage of an effective energyv pelicy is paramount.

Cur ability to answ2r other problens to and sense future z
Grears hinges on that endeavor. Therefore, I will devote
all the time I have availakle to attend that need. while
it is the Conference Committee of the Senate and House that
must procduce a plan, as President I have an c¢bligation

to be here readv and able to provide help, guidence,

ani if necessary criticism.

As you Xnow, I had planned to undertake a monumental

trip abroad later this month., It was a trip designed ¢
reaffirm America's commitirment to partnership with our
aliies and to the newly developing weorld, a trip contri-
3uting to peace in the world. Wwhen we planned this trip

'I mistakenly felt that the energy pian would have becore law.

eas is only as strong as America at home. It >

ly that the Conference Committee will finish
the Concress pass and energy package before

the date ¢f this trip. As great as this trip's potential,

having a strong U.S. Energy Policy is of first importance
both at hoze and abroad. My place at this critical moment
is here, Therefore I am - my trip. This has
been a difficult decision.

)
[te]

. 16 After first paragraph ending “road.”
This effort will buy us time. It will allow us to
harness an unique American ingenuity and technological
ability for the develcpment of new sources of energy,
svnthetic fuels, solar, gectherczl, and fusicon power.
The national effort that made America the Arsenal of
Democracy in ¥orld War II and put & man on the moo
can lead us to new and solve energy frontiers. r
succes—- can lead toO greater economic prosperity, more
jobs and a brighter future for all of: our pecple.

Pg. 17 Line 2 "with distant and often unpopular challenges, like..."

Pg. 18 After line 9 new paragraph between last sign off -

"Ours is a great nation. We stand on the brink, I

believe, of new greatness. I am confident that America
today will meet the challenge before s as we hav met other
challenges at other times. And that we will once again
prove that this is the greatest nation on earth.

(Or something uplifting.)
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Nops Me simply use too much -- and waste too

Coul{ ke mere “ﬁ‘p“"“'{-n
much -- energy. Although all countriesAElr.e_;Lwe-l—vedJ

we are the worst offender. Since the great price rise

in 1973, the Japanese have cut their oil imports.

‘7& Ca.w&A'G“s

The Germans, the French, the British,,and the Italians
have all cut their oil imports. Meanwhile, we in the
United States have increased our imports of oil more

Yo
than ercent!

poo ton’ e

This [rs—a—re-eenﬁ] problem, @Just /O years we '"“f*’*"d
2 mithew bavreds IZ ol a d.u’, sbacdt 209, «guf).,“f' we e d .
aga. ue were—a=net—enperterof nil} By 1972 we were
&bo:a-“' 3070
importing[mo-;e——‘eh-an-lﬂ} percent. [_In——L-Q—?—?;—we——a:m-perted
fromm oo
moxe..thaa—ene—t'}mdj This year we will import , &5 mitlson

Sareel; A dasy atldmor¥#
about one-half of all the oil we use./ %/CJS re act ?“"‘é/‘],

tmpw‘t will CQonhnue o Go up Htoprice—ewit/  sad <V He ffu&)e.w
T hare doocribed Lo/l qrowd e wovie
Ao averd Hhe M“’

There are three things we must doq cut back

n f_.u n["““

on consumption; shift away from oil and gas to other
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with adequate prices to the producers. We have

recommended that new natural gas be priced each year

FHut would

the same as the average price of domestic oil

e rar-s wh
té]producez§nqayﬁﬂaamount of energy. Afhis price}wcu%d

ldou..,J ae-'\'
giuvzae the gas producers%y%&anﬁﬂmmr&ﬁefeaee—eé about

ot rhaw ot
$2 billion per yeag«abeve the prsent price level.
New 0il prices would rise in three years to the
present world price, with an annual addition to be
added for inflation. This would be the highest

e
w\{
price, to,oil producers in the world. This would{Zin

my—oprnrqﬁz provide adequate incentives for

exploration and production of domestic oil and gas.

WWW‘*“WM

?“_l';m 3 the 0il companies want much more -- tens of
billions of dollars more. They want greatly increased

prices for "old" oil and gas -- energy supplies



ILAW beser AN

Aalreadx‘discovered anéAbeing produced. They want

wh

Eaarlier an(ﬂ higher prices for "new" gas and oil, and H"?

wonmt e  soomen ; "H-ur woat

lower taxes on their profits, and government funding
for energy production from a tax-financed energy

trust fund.

The political pressures are great because the

o e shoceloS Necard i dialy an

stakes are so high. We _cannet—swerly—reward—theoTl
comfan/u allo oo toren M"//?fbl‘/(e e o007 4"./74‘_, /.../a)—l-

companies _at the expense-sf—the-Ameriean—peepre— '
tusl G nol Gue Hone Aspe wrrndfads profile o SHerr wwithop
wetl; &F Ha expuce g Ko Aeitan plpé.

The energy proposal I made to Congress last

has
April had three basic elements:

(s bo %

First, it wes fairAto the American consumers

ot wewld disrupt
and to the energy producers, andlg:gvédei—ménémum

[ IL/ M
d4 ]our national economyy &%+ /lW-c_ Gaa ]; 54: 00



Second, it -v:l;s designed to meet]‘_ee-a owy
important goals for energy conservation, to promote
a shift to more plentiful and permanent energy
supplies, and to encourage increased production of

energy in the United States; and

Third, it protectef our federal budget from any

heavy financial burden.

"ﬂ‘r-&.ﬂ. e , [ '[‘-’a

All of these[p&sicxeéemeﬁtélare very important.

Eétc74¢r—+ihmiiig_$n]S!ﬁh. [ ewar11 bitl -4 it vwaeets T*‘ff'

e_..”iwhusu, I will ot o pprY ue QM._(T_‘ \o_‘ngl._(,w, WIhe bl
-~ Jo Hae Awirican Consuvnar.

During the next few weeks the Congress will
make a judgment on this important legislation. I
will be working closely with them, amd ou— The
American people-are also deeply involved in these

decisions.

R
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This is not a test of strength between the
President and the Congress, nor between the House and
the Senate. What is being tested is the strength and
will of our nation -- whether we can acknowledge a

threat and meet a serious challenge together.

I believe that this country can meet any
challenge, but this is an exceptionally difficult
one because the threat is not easy to see -- and the

So{ul—io“
[?ab&ee% is neither simple nor politically popular.

I said six months ago that no one would be
completely satisfied with this national energy plan.

That redich o has
EgAmyve turned out to be right. There is some part

of this complex legislation to which every region and

every interest group can object. But a common



national sacrifice to meet this serious problem

should be shared by everyone -- a proof that the

plan is fair. n44n1 ﬂrmhrr -%Law. T Sew +o e

cLa.L&MTe_' but Hera ae shil these Jho Seek personal 74:@
over Fha ~Aahowal interest.

It is especially difficult to deal with
distant challenges. A President is elected for
just four years, a Representative for two, and a
Senator for six. It has always been easier to wait
until the next year or the next term of office -- to

avoid political risk.

'10-.:./ Q-p‘-“—L‘-‘( 67/;“4:

f

But you did not choose[‘

thE—HQuse_QLJﬂauﬁgﬂsimply to fill an office. The
‘F“""j very dfficull decisione,
Congress is[fe%éﬁg—eonragecns&y—and—we;;{land we

have formed a good partnership.

ey
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This energy plan is a good insurance policy
for the future, in which relatively small premiums

we pay now will protect us in the years ahead. J:F we '{;'l
‘Lo act 6»0«(,&1 wew | Haun we will seoy, -Facep a T"c“'{"""
Serica j erises.,

This is an effort which E—&g reguirey vision
and cooperation from all of us. I hope that each of
you will show your concern by taking steps in your
own private life to conserve our precious energy,

Jeinm wi it
but IW your elected officials

ws
at all levels of governmentIgﬁew—%ha%—yeﬁ~wantiEhem

te_.act == along with you—\to meet this serious

test of our nation's will.

(B —=
The focus now is on the Congress, but the

test of our courage and commitment will continue,

in different forms and places, in the months and
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More than six months ago, in April, I spoke
with you about the need Wa new [Grd)

comprehensive national energy policy,@n—ord-eaa to help
solve our present and future energy problems.

— Sri lee u«u.)

{ The Congress has been hard at work’\and a great

~ wile ecel, ,bssr'g/ montl,

deal of progress has been made, But (in the meantime)

the energy situation has grown worse.

This summer, we used more oil and gasoline
A Ever, Hmgl we Prdice sbont
than ever before inphistory. E\bouﬂ‘B million barrels

ol eocl
AX day {was produce@ in America,(:l_)u_ﬂ since April our

0il imports from foreign countries have cost

$23 billion -- about $500 worth of oil for every

family in the United States!
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@e know tha_g Qur farmeré are the greatest
agricultural exporters the world has ever seen, but
it takes two years of farm exports to pay for one
year's imports of oil -- about $45 billion! This
excessive importing of o0il is a tremendous and

rapidly increasing drain on our national economy.

It costs us jobs -- about 200,000 a year.
weakens g~ (v veduces an)
It Eosts u_s) business investments.
It creates record trade deficits -- this year
about $30 billion.
It weakens the dollar in world markets.
It tends to push up the international price

becouse 5 cLa:'lg Po fow
of oil)Eyita too much demandpfor limiteé] supplies.

e iuflehnn

It creates severe @nflationarg pressureA.
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It makes the very security of our nation

increasingly dependent on uncertain foreign oil

n

supplies. The Secretary of Defense said recently,

"The present deficiency of assured energy sources is
[

the single surest threat . . . to our security and that

of our allies."

Yé}though the price of all energy is going up
because of its increasing gcarc1?zi_there is no free
1S not  sef 65

market system in settinﬂﬁe price of oiJA 1In all
producing countries)the governments set the price of
domestic 0il, and the world price is set arbitrarily

by the governments of the OPEC nations. The world

price is now times as great as it was in 1973.

e

As one of the world's largest producers of energy,

why do we have this problem?
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ENow wel 51mply[ se [__oo muca -- and waste/\too

Evry coufey cnuld be moe efhident bub
much (A1 energy. E\lthough all countries are 1nvolve§

we are the worst offen@ Since the great price rise
in 1973, the Japanese have cut their oil imports.
(Gm.pa/\i\sd‘\
w‘«" Weet The Germans, the French, the British, and the Italians
FW(‘GL 7) have all cut their oil imports. Meanwhile, we in the
United tates have increased our imports of o0il more

' than percent!

kel cowe upaw S Wcld?l«&,.

This Es a recent| problemp Just __ years
ago we were a net exporter of oil. By 1972 we were
importing more than 20 percent. 1In 1973 we imported
more than one-third. This year we will import

about one-half of all the oil we use.

o avord Mo °b‘(f¢jl'.

There are three things we must doA cut back

on consumption; shift away from oil and gas to other

MIPU we &L}L Mck/t’ :b'pa,q‘]
WA KQ('a 30: “up, ,‘Z prwe will - e
o 5, pad M antl seerivhee mue ard mave g~
ompwine shegi pnd M infmedi e s(a‘j)m‘;’ ) He weal b m port 4.
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Eourcesjof energy; and encourage productionpin the
United States. These are the purposes of the new

energy legislation.

meek M,ﬁml M,

In order tojconserv, energy?, the Congress has
chn,
/

. make N
moved boldly to Encrease the efficiency oaautomobiles,

ond M ?‘FA‘ I‘&b«ﬁ

home55.nd otheB buildings,nappliancesA and to encourage

industry to save both usable heat and electricity.

A coditee committe o wenlens o fo Serels ad

E[_n a joint House and Senate Conference the #+ Hnrte

,ik;/ \)‘I\C way
Congres_g is now considering[‘rpandatorg chang in setti@
au .sl.'f;

electric power ratesfin order to discourage waste,

les s
C_tcﬂ reward those who useGower amounts OB energy, and

@:(9 encourage the use of electricity during hours when

deward is low. Te Grprese i m N’so(u.}\a_
ét is most readily availabla. A pmother important
Wi,

questionJExow being resolved by Congres\gris how to
let the market price for domestic oil [nfve up to

approximately its replacement value with maximu@

reflect He ot Y leama uf)
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airness tg] consumers and &_he least damage tg] our

economy .
The hew leprslah, will alse help ohieve He cecnd g oo,
/&tonversio;,&g_g;iii*zfnd and geothermay{—i'ﬂwﬂn

n *&Ol
shale oil, methane, and other energy supplies,will

we wAll wse
also be encouraged by the new legislatioé} HResearch

and development projects, tax incentives and penalties,
v Huwg eud.
and regulatory authority[ﬁill be used to shift away

from unnecessary use of increasingly scarce oil and

natural gaé}

We have also proposed and Congress 1is acting on

incentives to encourage production of o0il and gas

in our own country)’\This is where the major

controversy arises.

[it is important that new oil and gas

discoveries and increased prcduction be encouragé&]
QT Ol ad e ondbce/n heed B 4 wéu‘r Pr‘;ce
by pers prduls 5 #Las Wl bove a ikeehi P AL
awd peip MW;, Mt Price— he ell euevé priceg —
will be Wshdl tha 4 used B e, bearie g 1T betrwni, Scohcr



with adequate prices to the producerg We hava
v Pm,osa.( by < boiv pnl( ittt Jhea .
Eecommended thaﬂ new natural gas/.@e priced each ygaa | Sasm
st ot 1 it et Sl N

the same as the Eyerage price oﬂ domestic oil (heeded

ook vald He stme Wi
(- [ N :
to] produce‘an quaﬂ amount of energy. /A Zhis price, twould

wnnld gl _

givﬂ the gas producers(an average increase og about

M-‘LM«#«%J»&M

$2 billion per year [@bove the prsent price leve:'l-].

rNew 0il prices would rise in three years to the

r (ﬁﬁs@ﬁ‘ present world price, with an annual addition to be
-Fvw chc3 oVl Prdies wnld Gep~ ¢

added for inflation. (This would be the] highest
4 here at gl i< all e
A price@g oil producera in the world. This Evould, irU

/a
@y opinion, provide adequatg incentivesg @og .’M" uee ds

*{D explora-t—ien and product—gsea—e.f domestic oil and gas.

Bt

,\The 0il companies want much more -- tens of

billions of dollarsm&hey want greatly increased

prices for "old" oil and gas -- energy suppliea

l dad d\»ﬂ- Wnd  uenhuer 4o sl e
Tl s — )(Lm) Wt M&LUI th@s fr nl ond

A H*?L) desomud  yeans b5e-



Cé;ready discovered and being producedf They want

(Eérlier ané}higher prices for "new" gas and 0il, fwd nJS wowt
Hoew. Somen,

“4ﬁ v lower taxes on their profits, and government funding
for energy production from a tax-financed energy

trust fund.

 TR)" ezmHH

The political pressurep| are great because the

T4 i presive we miit resisk
stakes are so high.p We cannot one;ly reward the oil
14 r“"

companies at the expense of the American people.

The energy proposal I made to Congress last

A quelihes

April khad three ba51cC;1emenqg

(s boHl.
First, it wase faiqﬁto the American consumers

i+ dsrwphd

and to the energy producers, and[érov1deﬁ minimum

disturbance toj our national economﬁ’
4s UHle cr
/omé(b




-9 - ha oy
? hore )

4

Second, it 4:;5 designed to meetﬁ:enj nJ
important goals for energy conservation, to promote
a shift to more plentiful and permanent energy
supplies, and to encourage increased production of

energy in the United States; and

Third, it protectef our federal budget from any
heavy financial burden.
Guel. hes
All of these[pasic element%)are very important.
During the next few weeks the Congress will
make a judgment on thisCimportaﬁg legislation. I
will be working closely with them,{and you— The

MNe resulh o

American people-~are also deeply involved {a(these

decisions — will gffect ol of Y ok'mﬂt”'
¢ boyge g will v lue c{w)m(uu o e
Awices ot soom Wl (o moch.
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This is not a test of strength between the

President and the Congress, nor between the House and

the Senate. What is being

tested is the strength and

will of our nation -- whether we can acknowledge a

threat and meet a serious

I believe that this
challenge, but this is an
one because the threat is

soluho,
Efsubjecg is neither simple

challenge together.

country can meet any

exceptionally difficult

not easy to see -- and the

nor politically popular.

I said six months ago that no one would be

completely satisfied with

this national energy plan.

I have turned out to be right. There is some part

of this complex legislation to which every region and

every interest group can object. But a common
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national sacrifice to meet this serious problem
should be shared by everyone -- a proof that the

plan is fair.

It is especially difficult to deal with
distant challenges. A President is elected for
just four years, a Representative for two, and a
Senator for six. It has always been easier to wait
until the next year or the next term of office -- to

avoid political risk.

But you did not choose me nor the members of
the House or Senate simply to fill an office. The
Congress is acting courageously and well, and we

have formed a good partnership.
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This energy plan is a good insurance policy
for the future, in which relatively small premiums

we pay now will protect us in the years ahead.

This is an effort which will require vision
and cooperation from all of us. I hope that each of
you will show your concern by taking steps in your
own private life to conserve our precious energy,
but :1so by making sure that your elected officials

w$
at all levels of government know that you want #kem

to act -- along with you -- to meet this serious

test of our nation's will.

The focus now is on the Congress, but the
test of our courage and commitment will continue,

in different forms and places, in the months and
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years ahead. It need not be unpleasant for any of
us to make a patriotic sacrifice for the well-being

and security of our nation.
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More than six months ago, in April, I spoke

to you about the need for a national policy to deal
with our present and future energy problems, and the

next day I sent my proposals to the Congress.

The Congress has recognized the urgency of this
problem, and has come to grips with some of the most

complex and difficult decisions a legislative body has

ever been asked to make.gDLL) [ o wh M e

Lol
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Congressional work on the national energy plan
n'J"J

has ,reached the final stage.

Last week the Senate sent its version of the

legislation to the‘Eengnaaaﬁnué}conference committees,

where members of the House and Senate will now resolve

differences between the bills they have passed. There,
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This excessive importing of foreign oil is a
tremendous and rapidly increasing drain on our national

economy. It hurts every American family.

It causes unemployment. Every $5 billion in

extra oil imports costs us about 200,000 American jobs.

It costs us business investments. Vast amounts

of American wealth no longer stay in the United Statesy

-I'v bu.llJ Sur -ch-"—vfl“ annd 7IM wo a 64-74‘-‘4' /tFl)

butey®® overseas to enrich other nations.
1Hhio wealttr Fole b
‘ I a—eamco

It inexreasas our federal budget deficitsga, an ¢°

nince. P‘“‘j—“:"‘,\"“"'d‘l?"vw gv-/ alan r—ﬂdq—b

It unbalances our nation's trade with other
countries. This year, primarily because of oil, our
imports will be at least $25 billion more than all

the American goods we sell overseas.

eWwiu‘”Y

It could , threaten theﬁguuuzgstrength of the

dollar in world markets unless we act to stop this

N



drain on our nation's wealth.

. . . LCCUJASQ
It pushes up international energy pr1ces[§s

lucead e rw««/om‘“m-f d:f. o 5.,/ T L[,ﬁ(ﬂ,:{ St fe iz e

3 * b eertrS—t s TRy |

~

At eawrer -wa—fra~ﬂ~ Srodueerr o FAe TR, ETT

Ser o
It feedsE@aﬂnxﬂinflationary pressures in our

own economy.
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Cocela

€he excessive purchase of foreign oilZ}lso
e a.ke,
mak@é&the very security of our nation increasingly
dependent on uncertain energy supplies. Our national
security depends on more than our armed forces. It
also rests on the strength of our economy, on our
national will, and on the ability of the United States
to carry out our foreign policy as a free and independent

nation. America overseas 1s only as strong as America

at home.




The Secretary of Defense said recently, "The
present deficiency of assured energy sources is the

//// single surest threat . . . to our security and that

~—

of our allies."”

Yook, ol Conful onsidinatinc, I Anmaancad
% /‘h‘ﬁW{ -%auerazPemd—my overseas trip until after

Christmas because of the paramount importance of

Mt/ developing an effective energy plan this year. y
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As one of the world's largest producers of

coal and oil and gas, why do we have this problem

o X R of%ax/

with energyi} Ma/
A getie 7 _
One. /ﬁbg/;un /5 7£A:L

Eirst of—atl the price of all energy is going up

both because of its increasing scarcity and because

ne-t-—wcrkz’ The world price is set E-t-bé-bﬁaéi-l-ﬁby a

foreign cartel -- the governments of the so-called

Tt

OPEC nations. price is now almost five

times as great as it was in 1973.

;s that
Sur biggaat problone, Rowes, o

A W simply use too much -- and waste too much --

)$ v °
energy. Our demand for oil is doubling everyﬂteafyears.

Although all countries could be more efficient, we are

itic ' Made



the worst offender. Since the great price rise in

1973, the Japanese have cut their oil imports. The
Germans, the French, the British, the Canadians, and
the Italians have all cut their oil imports. Meanwhile,
although we have large petroleum supplies of our own,

we in the United States have increased our imports of

0il more than 40 percent!

This problem has come upon us suddenly. -Fast /[aan
8 years ago, when foreign o0il was very cheap, we
imported just 2% million barrels of oil a day =-- about
20 percent of what we used. By 1972 we were importing
about 30 percent. This year, when foreign oil is very
wea ('tf“—‘ C‘

expensive, we are importingAEEamillion barrels a day --
almost one-half of all the oil we use! Unless we act

quickly, imports will continue to go up, and all the

problems I have just described will grow even worse.

tie w A
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There are three things we must do to avoid the
danger: first, cut back on consumption; second, shift
away from oil and gas to other sources of energy; and,
third, encourage production of energy in the United
States. These are the purposes of the new energy

legislation.

In order - to conserve energy, the Congress is
now acting to make our automobiles, homes, and
appliances more efficient, and to encourage industry

to save both leeakte] heat and electricity.

ants
The Congressional conference committee$ # now

considering changes in how electric power rates are 4o be

set in order to discourage waste, to reward those who




use less energy, and to encourage a change in the use

. : o] The 951
of electr1c1ty'@inng—eaeh—éaﬂ to hoursAwhen demand

is low. Another important question before Congress is
how to let the market price for domestic o0il go up to
reflect the cost of replacing it, while at the same

time protecting American consumers and our economy. ,

¢ >

We will use research and development projects,
tax incentives and penalties, and regulatory authority

to hasten the shift from oil and gas to coal, windA«G$J r“;*

3
geothermal,iéhe&e—eé%g methane and other energy sources.

We have also proposed and Congress is acting
on incentives to encourage production of oil and gas
here in our own country. This is where another major
controversy arises.

it c-J
P atior
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are going up, whether we pass an energy program or not,

e must face an unpleasant fact about energy prices. They

as fuel becomes scarcer and more expensive to produce.

The question is who should benefit from those rising pricesy

Fov ol already dis crend,

Fe—proposeto—if@ur encroy plantcewe#—tﬂmmwwﬂ
Qd-fvlwuu_ FRe rising pPricee and nhirrea

an&—returns them to the public, where they can stimulate
more.

) Sauve , -vans 4,

the economyAand create new jobs.

( oV |
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It is important that we promote new oil and gas
discoveries and increased production with adequate

prices to the producers.

We have recommended that the price of new natural
gas be raised each year to the average price of domestic
0il that would produce the same amount of energy.

With this new policy, the gross income of gas producers
would averag about $2 billion per year more than at

the present price level.

New 0il prices would also rise in three years

/ ~ .
Ao d ‘+£~£"A, LL—‘ A L

to the present world level(EQA#h4u+ixkkH:hnntb1;réee

D g

_La &ALLP l,(.‘D T A
ine;eaee—fe—beﬁm%%u}ﬂaﬂﬁrﬁﬁﬁupékgginflation. This
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in the world.
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These proposals would provide adequate incentives

for exploration and production of domestic oil and
gas, but some of the o0il companies want much more --
tens of billions of dollars more. They want greatly
increased prices for "old" oil and gas -- energy
supplies which have already been discovered and are /wf i;.;
being produced. @ They want even higher prices than
those we have proposed for "new" gas and oil, and they
want the high prices sooner; they want lower taxes on
their profits,‘and they want government financing or

loans for energy production from a tax-supported energy

trust fund.

These are controversial questions, and the

Congressional debates are intense. The political
pressures are great because the stakes are so high.

We should reward individuals and companies who discover

‘-B Ga prices Whicd wewld Cor ¥’ ostSerirars
B0 St o mtone "é"é“«- ron Gnl” SELS
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and produce new oil and gas, but we must not give them

huge windfall profits on their existing wells at the

expense of the American people.

The energy proposal I made to Congress last April

has three basic elements to insure that it is well

balanced.

First, it is fair both to the American consumers

and to the energy producers, and it will disrupt our

national economy as little as possible;

Second, it is designed to meet our important

goals for energy conservation, promote a shift to

more plentiful and permanent energy supplies, and

encourage increased production of energy in the

United States; and
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Third, it protects our federal budget from any

Uﬂmmd.g Ll—
heawy,financial burden.

7t;ut are TRe Horee sdar dade ‘q WJhict, e
All of these—three—gualities are very—importame:
«Fnﬂl le‘aSltLJ-lO'\.. wh il &Jac‘jc.d. I eut/l 5i§n 7‘-{;{_

I—Feck—forward—toSigming energy Iegtistattomrtf—Tt —

ener§ Yy bils a'n[v l[ ‘/‘fiu? meat ‘theee Feats
meets these-conditdions.

During the next few weeks the Congress will
make a judgment on these vital questions. I will be
working closely with them. You -- the American

people ~-- are also deeply involved in these decisions.

This is not a contest of strength between the
President and the Congress, nor between the House and
the Senate. What i; being measured is the strength
and will of our nation -- whether we can acknowledge
a threat and meet a serious challenge together.

¢ A
ion Pur
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Third, it protects our federal budget from any

uﬂmm&ﬁ Ll.-
hesry,financial burden.

-ﬂQ44 ane, 7fL.'*£nu¢ SJ;~gJA~Ab &1 unUGL e

. L "l P
S_Aare JgHy—rmporcoamre:

Alof—+these—three—gualitie
.F.M,e [egislahon will be judged. I will Sign ﬂ;{—

I—Geok—forward—to—sigmingenergy regtstattomrmtf—1t —
enersy bils ¢h£7 1[ Yﬁ47 maat Fheee Feats .
meets these conditions.

During the next few weeks the Congress will
make a judgment on these vital questions. I will be
working closely with them. You ~- the American

people -- are also deeply involved in these decisions.

This is not a contest of strength between the
President and the Congress, nor between the House and
the Senate. What i; being measured is the strength
and will of our nation -- whether we can acknowledge

a threat and meet a serious challenge together.

octros ic Copy Mi
for Preservation Iff



I am convinced that we can have enough energy
to permit the continued growth of our economy, the
expansion of production and jobs, and to protect the

security of the United States .- “F wa- """‘ “"'“"/‘1-

I believe that this country can meet any
challenge, but this is an exceptionally difficult
one because the threat is not easy to see -- and the

solution is neither simple nor politically popular.

I said six months ago that no one would be
completely satisfied with this national energy plan.
That prediction has turned out to be right. There
is some part of this complex legislation to which
every region and every interest group can object.
But a common national sacrifice to meet this serious
problem should be shared by everyone ~-- a proof that

the plan is fair. Many groups have risen to the
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challenge, butAthere are still some who seek personal

gain over the national interest.

It is also especially difficult to deal with
long range future challenges. A President is elected
for just four years, a Senator for six, and & owvr
Representatives in Congress Ee-r-uee]for only two
years. It has always been easier to wait until

the next year or the next term of office -- to avoid

political risk.

But you do not choose your elected officials
simply to f£fill an office. The Congress is facing
very difficult decisions, and we have formed a good

n 7ah~nn¢ufl
partnership. All of usﬁneed your help.

C
ion F
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This energy plan is a good insurance policy

for the future, in which relatively small premiums

we pay today will protect us in the years ahead. 1If

4’" AM—‘ ’-u ,‘,£7

we fail to act boldly: noWV then we will ASeen face a

Fom o 7oL &\4.14.77 :Awl‘-{u

greater series of crises,
ever moce- ‘

&ﬂu"ww /\W\M'M wmm:‘ er“(?

“nd A‘f“ihﬁk‘*‘ dw\d il congidered draoh pref{yameo .

This is an effort which requires vision and

P

cooperation from all Americans. I hope that each of
you will take steps to conserve our precious energy,
and also join with your elected officials at all levels

of government to meet this@;ﬁxﬁ;test of our nation's

judgment and will.

These are serious problems, and this has been
a serious talk. But our energy plan also reflects
the optimism I feel about our ability to deal with
these problems. The story of the human race is one of
adapting to changing circumstances. The history of our

nation is one of meeting challenges, and overcoming
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them. ThisAenergy~1fhwn is a necessary first step

on that long road.

# —

now the change to permanent energy sources will have

I hope that perhaps one hundred years from

been made, and our nation's concern about energy will
be over. But we can make that transition smoothly --
for our country and for our children and grandchildren --

only if we take careful steps now to prepare ourselves

for the future.

During the next few weeks attention will be
focused on the Congress, but the proving of our
courage and commitment will continue, in different

forms and places, in the months and years and

generations ahead. |If—w& WOIK CTOQEtHNEr, 1t Necd not—be
very-Ufipleasant for any of us to rrradng {
( la

€ poses
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More than six months ago, in April, I spoke

to you about the need for a national policy to deal

with our present and future energy problems, and the

next day I sent my proposals to the Congress.

Perhaps as never before in peacetime, our

nation is being tested. We are now on the eve of

decision, when we will discover what the outcome of

that test will be.

Congressional work on the national energy plan

has reached the final stage.

Last week the Senate sent its version of the

legislation to the Congressional conference committees,

where members of the House and Senate will now resolve

differences between the bills they have passed. There,
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More than six months ago, in April, I spoke
to you about the need for a national policy to deal
with our present and future energy problems, and the

next day I sent my proposals to the Congress.

X
i

/ﬁﬁﬂbs Tonight, at this crucial time, I want to
emphasize why it is so important that we have an
energy plan, and what we will risk as a nation if we
are timid, or reluctant to face this challenge.

It is crucial that you understand how serious this

challenge is.

With every passing month, our energy problems

have grown worse. ZéoLe—Amerfcan—drivers—are-tmeakéng

tbe—spee&—%émé%} This summer we used more oil and

gasoline than ever before in our history. More of

our o0il is coming from foreigh countries. Just since
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A few weeks ago in Detroit an unemployed steelworker
told me something that may reflect the feelings of many of
2% you. "Mr. President," he said, "I don't feel much like talk-
“d¢4f ing about energy and foreign policy. I am concerned about
how I am going to live. . . . I can't be too concerned about
lo yedr o8

other things when I have a,daughter to raise and I don't have

a jqb, and I am 56 years old " .- - —_—

The choices facing the Congress are not easy. For
them to pass an effective and fair plan, they will need your
support apnd understanding -- your support to resist pressures

MA i"’
EgLJJuahm&e—Tn-the—piaéispecial favorsi%pr—a—éei]at the expense

of the rest of us and your understanding that there can be no

effective plan without some sacrifice from all of us.
—— . e e Al 'r*uﬁmtb—u&_ﬁ%

out energy no¥ will determine/in a fnajor
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Perhaps as never before in peacetime, our
nation is being tested. We are now on the eve of
decision, when we will discover what the outcome of

that test will be.

Congrtssonal
Rea nidellis "¥a frnag 5lape .
Last week the Senate eempisted——Iits—work—omr—the

fepatho L Serriom G e [afistaSm Fo e
anefgz;gﬂfﬁxénlr’sen;AéihAyrva Congressional conference

committee‘ where members of the House and Senate will
now resolve differences between the bills they have
passed. There, in the next few weeks, the strength and

courage of our political system will be proven.

-
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April our oil imports have cost us $23 billion --

abeg% $400 worth of foreign o0il for every family in

the United States.

ill do not understand the

[yany American
our

problem. Recenht polls/show that ab

people i oil at

dgﬂy'Lt

Let me try to\measwuse)the size and effect of

the problem: our farmers are the greatest agricultural
exporters the world has ever known, but it now takes

all the food&éd—-ﬁee@ and fiber that we can export in

i? u-f¢f*l‘
two years to pay for just one yearCEerqmnan;4£3<3il -~

about $45 billion!




WASHINGTON

Elect C ¢
for P ion Pt THE WHITE HOUSE

November 5, 1977 " /ﬂj%
///

Memo for the President ﬁ/

From Jim Fallows \TL-. 0(’/§M7

With respect, I have to say that I liked this better before.

It seems to me that, as the speech has been condensed, it has
become too abrupt and has lost some of the narrative pace. I
have talked with Jody about this and he agrees. The place where
I feel that most acutely is in the first two or three pages.
In this latest version, they do not answer the listener's most
important question--why you are talking to the people now.
I am afraid that, as people hear the first third of this
speech, they will think it's just the same old stuff all over
again. I hope you will consider replacing the second and
third paragraphs on page one of this draft with the sections
I have marked A, B, C, and D from pages 1-3 of the previous
draft. They would add little in length, but would make these
points:

-- things are getting worse;

-—- Congress is about to make its choice;

-- I'm going to talk to you about that choice,
and about the stakes that are involved for all of us.

You may not like the language from the previous draft;
my point is simply that you have to tell the audience why,
for the first time since April, you're coming on the air
now.

I have marked stylistic suggestions on the text. Apart from
them, there are two other general comments I would like to make:

first, it seems to me that the section about the free-
market system is out of place where it now appears, on page
3. Don't we really want to use that point to bolster our
argument about how far oil and gas prices should rise? (That
is: the prices are not set by the market, governments every-
where take control of them, our government has a responsi-
bility to do that too, in our people's interest.) I realize
there is one drawback to moving it to page 7, as I have marked.
If we are saying that the world price is arbitrarily set,
people may wonder why we're letting domestic o0il rise to
that level. But I think that the general tone of that para-
graph--about giving them decent incentives--overcomes that

awkwardness.

second, I think we have to offer people a ray of hope
somewhere on the horizon. We have had the moral equivalent
of war without the moral equivalent of the hope of victory.



The reason I put the paragraph marked E on page 16 o o
the previous draft was my personal belief that this, too,
will pass. When we have to solve it, we will, as our
ancestors solved problems before. I don't mean to suggest
that we should advertise an easy technical solution; but
if the argument we're making is only that people should
suffer now so they'll suffer a little bit less later on,
some people will wonder why they should bother. There is
a proud tradition in our country of coping, of devising
new solutions, of thinking of things that had not been
considered before, and I wish we could appeal to that
more than we've been doing so far.

Electrosta o A
1 ' r au
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Good evening.

More than six months ago, in April, I spoke with you
about the need to solve our nation's energy problems.

In those six months, our energy problems have grown
worse. This summer, we used more o0il and gasoline than
ever before in our history. Since last April, we have spent

eJery
$23 billion for imported oil -- nearly $50Q4pet familyyiw tha

L Fed States
But we have also moved closer to a solution in the
last six months. The Congress has been working on the

g

described their debate as a test of strength between me

National Energy Plan which I proposed. ome people have

and the Congress, or a contest between the Senate and the

House of RepresentatiYii;’;>

But that is not what the energy debate is about.

shramqlle =4
What is being tested is ourl\(c_:ommoﬂ will as a people, and

the ability of our democracy to meet a challenge before it

J‘QMS G. Cu SIS GMA
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overwhelms us. What is at stake is our continued ability
to act independently as a nation -- in conducting our
foreign affairs, in maintaining the strength of our economy,
in providing a decent life for all our people.

We are now on the eve of decision, when we will

o‘{'
discover what the outcome of that test will be. Thisﬂweek
the Senate completed its work on the energy plan and sent
it to the Conference Committee, where members from both
the Senate and the House of Representatives will resolve
differences between. the bills they have passed. There, iﬁ
z{FiCLULn&ss

the next few weeks, the [strength and courage] of our
political institutions will be put to the test.

I want to talk with you, at this crucial point, to
emphasize why it is so important that we have the national

energy plan, and what we will risk if we are timid in our

response.

fe n P
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Our most obvious energy problem is that we are using
Gmd ?d.r‘kcwla"'/
scarce fuels,AEsuch as] 0il and natural gas, faster than we
can possibly find them. At current rates of consumption,

the earth's supplies of petroleum may run out within a

few decades.

That is a danger ~-- a very real one -- for the future.

:ﬂ>But there is an equally serious problem that affects us
now. That is the damage our dependence on imported oil is
doing, every day, to our economy, our national security,
and our relations with our allies.

Ten years ago we wouldn't have had to worry about -
paying for imported oil. But by 1972 we were importing
more than a fifth of our oil. 1In 1973, we imported more
than a third. This year we are importing nearly half the
0il we use —- - barrels each day, ________ each year.

These heavy imports affect our national security and

our freedom of action in international affairs, since they



-l
could easily be interrupted during a dispute or war -
,,}elﬂwf 'L
even a war in which we were not 1nvolved /\é;; could be
used as a political blackjack against this country and its
friends. That has already happened once, in 1973. We
can't let it happen again.

In time of emergency, not even our military forces
could guarantee that we would continue to receive our
shipments of oil. Suddenly cutting off millions of barrels
of imports would wrench our society more severely than
anything we have experienced in a generation. The gasoline
lines of 1973 would seem mild by comparison, because now
we depend more heavily on foreign oil.

Our military forces depend on o0il, and their security
is threatened because we do not have an adequate strategic

reserve of oil. But our national security depends on more

than our armed forces. It also rests on our economic strength,

ic
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and our leadership in facing international problems --
both of which are hurt by our dependence on foreign oil.
That is why the Secretary of Defense said last week that
"the present deficiency of assured energy sources is
the single surest threat ... to our security and that of
our allies."

Most of our allies have begun to act. Between 1973
and 1976, when our imports :nt up by 50 per cent, Italy,
Germany, France, Great Britain, and Japan all cut their
imports. They are looking to us to do our part -- and
the o0il producers are too, because they do not want to see
their resources used up in a few decades.

Even while the supplies are available, they cost
more than our economy can afford. The sudden rise in oil
prices in 1973 was the main cause of the worst recession since
the Great Depression -- a recession that has cost every person

in our country $2000 in lost economic output.
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This year we will spend $45 billion to buy imported
0il. That is 25 per cent more than last year, and it comes
to nearly $1000 for a family of four. Unless we act
quickly, we will spend even more next year, and more
the year after that. We co .d be spending more than twice
as much -- $100 billion -- for imported oil by 1985, unless
we act now.

Every part of the American economy suffers when we
send so much money overseas for oil.

It is money we can't spend for new clothing, better
housing, education for our children. You know what I mean
each time you see your utility bills.

It is money we can't spend here, to stimulate our
economy and create new jobs for our people. (?ach year we
lose 200,000 more American jobs, and $10 billion in national
output, because of rising imports of oilZ) We are sending

jobs abroad each time we buy another barrel of foreign oil.
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It is money our businessmen can't invest, to produce

new goods and provide more jobs.

It makes both of our major economic problems --

inflation and unemployment -- far more difficult to solve,

and if it continues it may threaten the strength of the

dollar.

We have had record trade deficits in the last few

months. The main reason is our rising demand for oil. We will

have a $15 billion balance of payments deficit this year;

but if we were only spending as much this year for oil

as we did in 1973, we'd have a $20 billion surplus instead.

Our farmers are the greatest agricultural exporters the

world has ever seen. But it takes two years of farm exports

to pay for one year's imports of oil.

As long as our demand for oil keeps rising, the most

basic decisions about our economic health will be taken

out of our hands. We will sacrifice our economic sovereignty
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as a nation. This is not something we have to worry

about in our children's time, or our grandchildren's.

It is a danger we face right now.

And it is one of many dangers that will grow worse

the longer we put off dealing with it.

I said last April that we face a choice -- between

taking balanced gradual steps now, while our energy problems

are in a relatively early stage -- or waiting until later,

when we are forced to act in an atmosphere of crisis.

We have put off facing this problem for many years.

We could put it off a little longer. But I want to tell

you what that choice would mean.

Without a plan that makes energy supplies dependable,

at a predictable price, businessmen will delay investments.

That will mean fewer jobs, lower output, and greater

pressure for inflation.
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Our oil imports would continue to rise, and each year
more and more of our money and our jobs would be drained
off overseas.

Our heavy imports would push the price of oil up
and up.

Ten years from now, we would not be able to avoid
the problem any longer. World oil supplies would become
tight, and we would be the only country not prepared for it.

Prices would soar, as everyone scrambled for scarce
supplies.

In the rush to produce more energy, we would feel
great pressure to throw aside every environmental safeguard
on the production and use of coal, nuclear power, and
other energy sources.

In a crisis atmosphere, the government would be forced

l to take crisis steps -- massive regulation, new bureaucracies,

et
[ e S
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interference in decisions that should be private.

Plants and industries would not be prepared to operate

with less energy, or to shift to new sources. They would

shut down and lay off their workers, rather than keeping

people on the job.

We would survive that crisis. But the transition

would be much more painful than if we take limited, balanced

steps -- beginning now.

In the next few days, the Congress will decide whether

we will begin. They will decide when they vote on five

of the most important parts of our energy plan.

The first two are the pricing provisions for oil and

natural gas. Their purpose is to make the price of fuel

reflect its true scarcity.

The price of energy is going up. There is nothing any

of us can do about that. And we are only cheating ourselves
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if we make scarce resources artificially cheap and use
more than we can afford.

But we have to face a special fact about o0il and gas
prices, and oil and gas companies. They are not part
of the free market system. Their prices rise and fall not
because of competition, but because foreign governments
set them. Our government has a responsibility to use
its influence too, to protect the people of our nation.

The two questions about price are whether the rise
can be moderated, and where that money should go -- to
the producers, as windfall profits, or back to consumers.
Our oil pricing provision has a system for returning most
of the money to consumers, where it can stimulate the
economy and create new jobs.

As for natural gas, our plan sets a price that gives

producers a fair incentive. But it does not offer windfall
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profits for them, either -- which is what they would get
if we took all controls off the price of natural gas.

Right now, even without the incentives in our
energy plan, the profit level in exploration and production

aé’“‘;

of natural gas isﬂ30 per cent. There are not many other
businesses where investors can earn 30 cents on each
dollar they invest. Gas producers are so eager to drill
wells now that there is an eight-month waiting list for
drilling rigs. Our plan gives the industry all the
incentives it needs.

The Conference Committee is now making its choice,
between our plan, and taking controls off gas prices
altogether. There's very little difference in how much

gas the two plans would produce. The difference is that

total deregulation would cost consumers an extra $70 billion
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by 19 -- that is § for every famiiy in

our nation.

The third issue Congress must decide is whether we

will save our oil and natural gas for the uses where they

are most valuable —-- for use by farmers, in trucks and

railroads, for heating our homes.

When factories and utilities can burn coal -- which

is abundant -- instead of scarce oil and natural gas,

they should switch to coal -- and our plan encourages them

to do that, in an environmentally-safe way. The Conference

Committee is now making its choice, between the Senate's

proposal, which would conserve modest amounts of oil

and natural gas, and the proposal from the House, which

would save 70 per cent more.

The fourth and fifth issues the Congress is deciding

are designed to prevent waste. When countries like Germany
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and Sweden can maintain standards of living equivalent

to ours, while using a little more than half as much

energy per person, that is a sign that we can do more to

conserve in every part of our lives.

One way to conserve is a tax on gas-guzzling cars.

Those who choose to drive these unnecessarily wasteful

cars should pay for the privilege.

The other is a reform of our utility rates system,

so that families and small users of electricity do not

subsidize large, wasteful users. Again, the Conference

Committee is now making its choice on these two issues --

between the Senate proposals, which would reduce imports

by 200,000 barrels a day, and the proposals from the

House, which would save nearly twice as much oil.

There are elements I like, and don't like, in the

versions of our energy plan passed by the Senate and the
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House. There are three tests I will apply to the final

version, now being decided on in the Conference

Committee, to determine whether it is in our best

national interest -- and v ether I should sign it.

First, it must protect our consumers, giving

producers fair incentives but no windfall profits.

Second, it must come close to meeting our conservation

goals, especially in reducing imports.

Third, it must not place a heavy burden on the federal

budget. I am deeply concerned that the tax credits proposed

by the Senate would cost $34 billion more than the version

proposed by the House of Representatives.

These are serious problems, and this has been a serious

talk. But our energy plan also reflects the optimism I

feel about our ability to deal with our problems. The

story of the human race is of adapting to changed circum-
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stances. The story of our nation is the story of
meeting challenges, and overcoming them. This plan is
a first step on that road.

I hope that, one hundred years from now, when
the transition to permanent energy sources has been made,
our concerns about energy will seem exaggerated. But we
can make that transition smoothly only if we take careful
steps to prepare ourselves now, such as the ones the
Congress is now deciding on in our plan.

I said six months ago that no one would be completely
satisfied with this plan. I have turned out to be right.
There is some part of the plan which every region, every
interest group, every business in our country can object
to. But if we are afraid of asking sacrifices from any

interest group, we simply cannot have an effective policy.
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Many times in our history, people have said that

our government is incapable of dealing with distant

challenges, like that which energy presents now. A

President is elected for only four years; a Representative

for two; a Senator for six. If all they cared out was

winning the next election, they would resist facing solutions

that meant small sacrifices in the short run, and large

benefits later on.

But I think it is too pessimistic to conclude that

our government cannot look ahead. You did not choose me,

and you did not choose the members of the House and Senate,

simply to fill an office. We ran because we wanted to plan

for our future as a people. That is the choice the Congress

will now make. Our energy plan is an insurance policy for

our national future, in which the premiums we pay now will

protect us in the years ahead.
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This is an effort which will require cooperation,

sacrifice, and most of all vision from all of us. I

hope every one of you will show your concern -- not only

by taking steps, in your private lives, to conserve our

precious energy, but also by making sure your representatives

at every level of government know you want them to act.

The focus is now on the Congress -- but the test of our

courage and foresight will continue, in different forms

and places, in the months and years ahead.

I promise you my best efforts, and I thank you for

yours.
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Good evening.

More than six months ago, in April, I spoke with you

about/tﬁg/;;éd to solve o hation's energy problems.

-—/—/# .
’ In those six months, our energy problems have grown

worse. This summer, we used more oil and gasoline than
ever before in our history. Since last April, we have spent
byoe

$23 billion for imported oil -- nearly 5566/per family.

But we have also moved closer to a solution in the

last six months. The Congress has been working on the

National Energy Plan which I proposed. Some people have

described their debate as a test of sffength between

and the Congress, or a contest Yetween the Senate &nd the

House of Representative

But that is afot what the energy debafe is about.
/

e

Vs
S /
What is beinhg tested is our common will as a people, and
)
/

the ability of our democracy to méet a challenge before it

SLAESUT ~_IJOVA 570774 f



-2-
P

overwhelms us. What is at stake i§/g;; continued ability

to act independently a nation -- in conducting ?Eg/////,

_— -

irs, in maintaining the streng of our economy,

foreign aff

inSroviding a decent life for all}Our people.
——""We are now on the eve of decision, when we will

LanL
discover what the outcome of that test will be. ®his week

the Senate completed its work on the energy plan and sent

<:E§:) it to the Conference Committee, where members from both

the Senate and the House of Representatives will resolve

differences between the bills they have passed. There, in
/ the next few weeks, the strength and courage of our
political institutions will be put to the test.

Le'ﬁ’t"hﬁvI want to talk with you, at this crucial point, to
emphasize why it is so important that we have the national

energy plan, and what we will risk if we are timid in our

response.
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—" Our most obvious energy problem is that we are using

(:, scarce fuels, such as oil and natural gas, faster than we
can possibly find them. umption,

the arth's suppli of petroleum may 7yn out withi;/a

few decades.

That is a danger -- a VE€ry YT&arl e.
r’EE: there is an equally serious problem that affects us

now. That is the damage our dependence on imported oil is

(:::> doing, every day, to our economy, our national security,

L__::d our relations with our allies.

Ten years ago we wouldn't have had to worry about
paying for imported oil. But by 1972 we were importing
more than a fifth of our oil. 1In 1973, we imported more
than a third. This year we are importing nearly half the
oil we use -~  barrels each day, _ ___ each year.

These heavy imports affect our national security and

our freedom of action in international affairs, since they
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could easily be interrupted during a dispute or war --
even a war in which we were not involved. 0il could be
used as a political blackjack against this country and its
friends. That has already happened once, in 1973. We
can't let it happen again.

In time of emergency, not even our military forces
could guarantee that we would continue to receive our
shipments of o0il. Suddenly cutting off millions of barrels
of imports would wrench our society more severely than
anything we have experienced in a generation; The gasoline
lines of 1973 would seem mild by comparison, because now
we depend more heavily on foreign oil.

Our military forces depend on oil, and their security
is threatened because we do not have an adequate strategic
reserve of oil. But our national security depends on more

than our armed forces. It also rests on our economic strength,
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and our leadership in facing international problems --
both of which are hurt by our dependence on foreign oil.
That is why the Secretary of Defense said last week that
"the present deficiency of assured energy sources is
the single surest threat ... to our security and that of
our allies."

Most of our allies have begun tc act. Between 1973
and 1976, when our imports went up by 50 per cent, Italy,
Germany, France, Great Britain, and Japan all cut their
imports. They are looking to us to do our part ~-- and
the o0il producers are too, because they do not want to see
their resources used up in a few decades.

Even while the supplies are available, they cost
more than our economy can afford. The sudden rise in oil
prices in 1973 was the main cause of the worst recession since
the Great Depression -- a recession that has cost every person

in our country $2000 in lost economic output.
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This year we will spend $45 billion to buy imported
oil. That is 25 per cent more than last yeér, and it comes
to nearly $1000 for a family of four. Unless we act
quickly, we will spend even more next year, and more
the year after that. We could be spending more than twice
as much -- $100 billion -- for imported oil by 1985, unless
we act now.

Every part of the American economy suffers when we
send so much money overseas for oil.

It is money we can't spend for new clothing, better
housing, education for our children. You know what I mean
each time you see your utility bills.

It is money we can't spend here, to stimulate our
economy and create new jobs for our people. Each year we
lose 200,000 more American jobs, and $10 billion in national
output, because of rising imports of o0il. We are sending

jobs abroad each time we buy another barrel of foreign oil.
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It is money our businessmen can't invest, to produce
new-goods and provide more jobs.

It makes both of our major economic problems --
inflation and unemployment -~ far more difficult to solve,
and if it continues it may threaten the strength of the
dollar.

We have had record trade deficits in the last few
months. The main reason is our rising demand for oil. We will
have a $15 billion balance Qf payments deficit this year;
but if we were only spending as much this year for oil
as we did in 1973, we'd have a $20 billion surplus instead.
Our farmers are the greatest agricultural exporters the
world has ever seen. But it takes two years of farm expérts
to pay for one year's imports of oil.

As long as our demand for oil keeps rising, the most
basic decisions about our economic health will be taken

out of our hands. We will sacrifice our economic sovereignty
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as a nation. This is not something we have to worry
about in our children's time, or our grandchildren's.
It is a danger we face right now.

And it is one of many dangers that will grow worse
the longer we put off dealing with it.

I said last April that we face a choice -- between
taking balanced gradual steps now, while our energy problems
are in a relatively early stage -~ or waiting until later,
when we are forced to act in an atmosphere of crisis.

We have put off facing this problem for many years.
We could put it off a little longer. But I want to tell
you what that choice would mean.

Without a plan that makes energy supplies dependable,
at a predictable price, businessmen will delay investments.
That will mean fewer jobs, lower output, and greater

pressure for inflation.
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Our oil imports would continue to rise, and each year
more and more of our money and our jobs wouid be drained
off éverseas.

Our heavy imports would push the price of oil up
and up.

Ten years from now, we would not be able to avoid
the problem any longer. World oil supplies would become
tight, and we would be the only country not prepared for it.

Prices would soar, as everyone scrambled for scarce
supplies.

In the rush to produce more energy, we would feel
great pressure to throw aside every environmental safeguard
on the production and use of coal, nuclear power, and
other energy sources.

In a crisis atmosphere, the government would be forced

to take crisis steps -- massive regulation, new bureaucracies,
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interference in decisions that should be private.

Plants and industries would not be prepared to operate
with less energy, or to shift to new sources. They would
shut down and lay off their workers, rather than keeping
people on the job.

We would survive that crisis. But the transition
would be much more painful than if we take limited, bhalanced
steps =-- beginning now.

In the next few days, the Congress will decide whéther
we will begin. They will decide when they vote on five
of the most important parts of our energy plan.

The first two are the pricing provisions for oil and
natural gas. Their purpose is to make the price of fuel
reflect its true scarcity.

The price of energy is going up. There is nothing any

of us can do about that. And we are only cheating ourselves
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if we make scarce resources artificially cheap and use
more than we can afford.

But we have to face a special fact about oil and gas
prices, and oil and gas companies. They are not part
of the free market system. Their prices rise and fall not
because of competition, but because foreign governments
set them. Our government has a responsibility to use
its influence too, to protect the people of our nation.

The two gquestions about price are whether the rise
can be moderated, and where that money should go -- to
the producers, as windfall profits, or back to consumers.
Our oil pricing provision has a system for returning most
of the money to consumers, where it can stimulate the
economy and create new jobs.

As for natural gas, our plan sets a price that gives

producers a fair incentive. But it does not offer windfall
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profits for them, either -- which is what they would get
if we took all controls off the price of naﬁural gas.

Right now, even without the incentives in our
energy plan, the profit level in exploration and production
of natural gas is 30 per cent. There are not many other
businesses where investors can earn 30 cents on each
dollar they invest. Gas producers are so eager to drill
wells now that there is an eight—month waiting list for
drilling rigs. Our plan gives the industry all the
incentives it needs.

The Conference Committee is now making its choice,
between our plan, and taking controls off gas prices
altogether. There's very little difference in how much
gas the two plans would produce. The difference is that

total deregulation would cost consumers an extra $70 billion
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by 19 —-—- that is $ for every family in

our nation.

The third issue Congress must decide is whether we
will save our o0il and natural gas for the uses where they
are most valuable -- for use by farmers, in trucks and
railroads, for heating our homes.

When factories and utilities can burn coal -- which
.is abundant -- instead of scarce o0il and natural gas,
they should switch to coal -- and our plan encourages them
to do that, in an environmentally-safe way. The Conference
Committee is now making its choice, between the Senate's
proposal, which would conserve modest amounts of oil
and natural gas, and the proposal from the House, which
would save 70 per cent more.

The fourth and fifth issues the Congress is deciding

are designed to prevent waste. When countries like Germany
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and Sweden can maintain standards of living equivalent

to ours, while using a little more than half as much
energy per person, that is a sign that we can do more to
conserve in every part of our lives.

One way to conserve is a tax on gas-guzzling cars.
Those who choose to drive these unnecessarily wasteful
cars should pay for the privilege.

The other is a reform of our utility rates system,
so that families and small users of electricity do not
subsidize large, wasteful users. Again, the Conference
Committee is now making its choice on these two issues --
between the Senate proposals, which would reduce imports
by 200,000 barrels a day, and the proposals from the
House, which would save nearly twice as much oil.

There are elements I like, and don't like, in the

versions of our energy plan passed by the Senate and the
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House. There are three tests I will apply to the final
version, now being decided on in the Conference
Committee, to determine whether it is in our best
national interest -- and whether I should sign it.

First, it must protect our consumers, giving
producers fair incentives but no windfall profits.

Second, it must come close to meeting our conservation
goals, especially in reducing imports.

Third, it must not place a heavy burden on the federal
budget. I am deeply concerned that the tax credits proposed
by the Senate would cost $34 billion more than the version
proposed by the House of Representatives.

These are serious problems, and this has been a serious
talk. But our energy plan also reflects the optimism I
feel about our ability to deal with our problems. The

story of the human race is of adapting to changed circum-
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{;tances. The story of our nation is the story of
meeting challenges, and overcoming them. This plan is

‘a first step on that road.

rvob‘;-l hope that,jﬁgj‘gzgéred years from now, when

the transition to permanent energy sources has been made,

our concerns about energy will seem exaggerated. But we

' can make that transition smoothly only if we take careful

steps to prepare ourselves now, such—as—the—enes—the

congress—is—pow decidingon—itpowr—plan.

e t——

I said‘six months ago that no one would be completely
satisfied with this plan. I have turned out to be right.
There is some part of the plan which every region, every
interest group, every business in our country can object
to. But if we are afraid of asking sacrifices from any
interest group, we simply cannot have an effective policy.

; Py
) P
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Many times in our history, people have said that
our government is incapable of dealing with distant
challenges, like that which energy presents now. A
President is elected for only four years; a Representative
for two; a Senator for six. If all they cared out was
winning the next election, they would resist facing solutions
that meant small sacrifices in the short run, and large
benefits later on.

But I think it is too pessimistic to conclude that
our government cannot look ahead. You did not choose me,
and you&ﬁd not choose the members of the House and Senate,
simply to fill an office. We ran because we wanted to plan
for our future as a people. That is the choice the Congress
will now make. Our energy plan is an insurance policy for
our national future, in which the premiums we pay now will

protect us in he years ahead.
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This is an effort which will require cooperation,
sacrifice, and most of all vision from all of us. I
hope every one of you will show your concern -- not only
by taking steps, in your private lives, to conserve our
precious energy, but also by making sure your representatives
at every level of government know you want them to act.
The focus is now on the Congress -- but the test of our
courage and foresight will continue, in different forms
and places, in the months and years ahead.

I promise you my best efforts, and I thank you for

yours.



EXECUTIVE OFFICE OF THE PRESIDENT
COUNCIL OF ECONOMIC ADVISERS

Date: 11/5/77

To: The President

From: CHARLES L. SCHULTZE

Attached are same suggestions for your
energy speech. On Monday morning we will

carefully check all the factual references.



Fou Gu oy gcj\/&r'n-?‘f S'/'u.‘)’f-/../%

PRESIDENT CARTER DRAFT, 11/4/77
A / / j;l‘, 74.”0«.05

Y up/ﬂf*”'%,, L meke “‘f"‘"’-
rno+' wg jes F
g 3t 2113

Sa. du?.,

More than six months ago, in April, I spoke :-Cl,
with you about the need to establish a new and i
comprehensive national energy policy in order to hedp
so¥ve our present and future energy problems. f
The Congress has been hard at work and a great
deal of progress has been made, but in the meantime
the energy situation has grown worse.
This summer, we used more o0il and gasoline
/ gk
than ever before in history. About 8 million barrels Auwas 7/
Alie
a day was produced in America, but since April our
o0il imports from foreign countries have cost
- o4 ok
v early #3357 o
$23 billion -- akeut=%$560 worth of oil for every et
i

family in the United States!
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We know that our farmers are the greatest

agricultural exporters the world has ever seen, but

. v
it takes two years of farm exports to pay for one
/
year's imports of oil -- about $45 billion! This

excessive importing of o0il is a tremendous and

rapidly increasing drain on our national economy.

v’
o e':l $5’/@b€&5}0 v M%I. ::JUWM
(:::> It costs us jobs -- euEE—20Oy8-00—ar—yeasr-, oot 2boe
Aoo,200 40-@4.

It costs us business investments. .
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It creates record trade deficits -- this year
v

&bl—é,’/yr 'r‘ 2 5/

about—$36 billion.

It weakens the dollar in world markets.

It tends to push up the international price
of 0il with too much demand for limited supplies.

It creates severe inflationary pressures.
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It makes the very security of our nation
increasingly dependeng on uncertain foreign oil
supplies. The Secretary of Defense said recently,
"The present deficiency of assured energy sburces is

.

the single surest threat . . . to our security and that

of our allies.”

Although the price of all energy is going up
because of its increasing sca:rcity, there is no free
market system in setting the price of oil. 1In all
producing countries the governments set the price of
domestic o0il, and the world price is set arbitrarily
by the governments of the OPEC nations. The world

. g
alwtaﬂ"{é‘w

price is now times as great as it was in 1973.

—A

As one of the world's largest producers of energy,

why do we have this problem?

it

N
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Now, we simply use too much -- and waste too
much -- energy. Although all countries are involved,

we are the worst offender. Since the great price rise

o —
in 1973, the Japanese have cut their o0il imports.

The Germans, the French, the British,Aand the Italians

v
have all cut their o0il imports. Meanwhile, we in the

United States have increased our imports of oil more
40

than /$}7//percent!

This is a recent problem. Ju#st—m——m———yeaws *5{

“ageo—We—were—t—net—uXpouTrter=—oi.ail. By 1972~ we wexe
[ .
@cﬁ pﬁawr o1lneida.
importrng—mgzzfihan percent, In 1973 we imported

more than one-third. This year we will import

v
about one-half of all the oil we use.

There are three things we must do: cut back

on consumption; shift away from oil and gas to other
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Another important question now being resolved by
Congress is what to do about the price of oil. We are the N
only country in the world that keeps the price of petroleum
below what it costs us to import o0il or to find new domestic
resources. And so we subsidize wasteful uses. You pay less
for a gallon of gas or heating oil that it costs the nation
to replace what you have used.

So I proposed to Congress that domestic 0il prices be
raised to equal replacement costs. For every barrel of oil
newly discovered, the o0il producer gets the higher price, as
an incentive for discovery. But on old oil, from wells
already in existence, that money will flow to the U.S. Treasury,
through a wellhead tax. And so we get the price of o0il up
to its replacement value to encourage conservation; we give
producers ample incentives to find new oil; but we avoid
handing a huge windfall to those who own o0il wells already
drilled. Conservation; production incentives; and fairness

are the objectives we tried to reach.

e




sources of energy; and encourage production in the
United States. These are the purposes of the new

energy legislation.

In order to conserve energy, the Congress has
moved boldly to increase the efficiency of automobiles,
homes and other buildings, appliances, and to encourage

industry to save both usable heat and electricity.

In a joint House and Senate Conference .the
Congress is now considering mandatory changes in setting
electric power rates in order to discourage waste,
to reward those who use lower amounts of energy, and
to encourage the use of electricity during hours when

it is most readily available;m/KEBEHér mpor€ant —

estion now bg¢ing resolved by Congrgss is how to

et the mar)et priée for domestic’o0il move up to

approximately its replacement/ﬁélue with maximum
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fairness/to consumers and the leagp/damag%/;d/our
7

ecopdmy .

Conversion to coal, wind and geothermal,
shale o0il, methane and other energy supplies will
also be encouraged by the new legislation. Research
and development projects, tax incentives and penalties,
and regulatory authority will be used to shift away
from unnecessary use of increasingly scarce cil and

natural gas.

We have also proposed and Congress is acting on
incentives to encourage production of o0il and gas
in our own country. This is where the major

controversy arises.,

It is important that new oil and gas

discoveries and increased production be encouraged
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with adequate prices to the producers. We have
recommended that new natural gas be priced eaéh year
the same as the average price of domestic o0il needed

to produce an equal amount of energy. This price would

give the gas producers an average increase of about

e S
—
el
e .

/$2 billion per ye f)above the pf%ent price level.
N

New 0il prices would rise in three years to the
present world price, with an annual addition to be
added for inflation. This would be the highest
price to oil producers in the world. vThis would, in
my opinion, provide adequate incentives for

exploration and production of domestic oil and gas.

The 0il companies want much more -- tens of
billions of dollars more. They want greatly increased

prices for "old" oil and gas -- energy supplies



We must reward individuals and companies handsomely for

et
discouraging and producing new o0il and gas. But we mustagive

them huge windfalls on their existing wells at the expense

of the American people.



already discovered and being produced. They want

earlier and higher prices for "new" gas and oil
’

lower taxes on their profits, and government funding

for energy production from a tax-financed energy

trust fund.

The political pressures are great because the

stakes are so high. We—eannet—overiy—revard-—tire~eil
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The energy proposal I made to Congress last

has
April kad three basic elements:

(s
First, it was fair to the American consumers

and to the energy producers, and provided minimum

disturbance to our national economy;
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Second, it was designed to meet ten
important goals for energy conservation, to promote ?

a shift to more plentiful and permanent energy

supplies, and to encourage increased production of

energy in the United States; and

Third, it protected our federal budget from any

heavy financial burden. i

All of these basic elements are very important.

During the next few weeks the Congress will
make a judgment on this important legislation. I
will be working closely with them, and you— The
Americap people~are also deeply involved in these

decisions.
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This is not a test of strength between the

President and the Congress, nor between the House and

the Senate. What is being

tested is the strength and

will of our nation -- whether we can acknowledge a

threat and meet a serious

I believe that this

challenge, but this is an

one because the threat is

subject is neither simple

challenge together.

country can meet any
exceptionally difficult
not easy to see -- and the

nor politically popular.

I said six months ago that no one would be

completely satisfied with

this national energy plan.

I have turned out to be right. There is some part

of this complex legislation to which every region and

every interest group can object. But a common
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national sacrifice to meet this serious problem
should be shared by everyone -- a proof that the

plan is fair.

It is especially difficult to deal with
distant challenges. A President is elected for
just four years, a Representative for two, and a
Senator for six. It has always been easier to wait
until the next year or the next term of office -- to

avoid political risk.

But you did not choose me nor the members of
the House or Senate simply to fill an office. The
Congress is acting courageously and well, and we

have formed a good partnership.
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This energy plan is a good insurance policy
for the future, in which relatively small premiums

we pay now will protect us in the years ahead.

This is an effort which will require vision
and cooperation from all of us. I hope that each of
you will show your concern by taking steps in your
own private life to conserve our precious energy,
but also by making sure that +our elected officials

wS$
at all levels of government know that you want &hem

to act -- along with you -- to meet this serious

test of our nation's will.

The focus now is on the Congress, but the
test of our courage and commitment will continue,

in different forms and places, in the months and




- 12 -

years ahead. It need not be unpleasant for any of
us to make a patriotic sacrifice for the well-being

and security of our nation.







THE WHITE HOUSE
WASHINGTON

joyce--

please do brief presidential
response...thaﬂdng for

sharing concerns....enjoyed
nmeeting with them and other
whiie—in-Bes—Meines farmers
at the Diehl's in Iowa last
week.....ﬁorwardinq list of
issues to bob bergland, etc.

and return to me for signature

thanks —-— susati




Dear President Carter: .5;*"’~
FARM ISSUES IN WHICH Wi HAVE CONCERN '% 7 7

1. Cost price squeeze, cost of everything we buy is getting
higher, and our products are getting cheaper. We need a
reasonable profit for our production, as profit is what
we use to pay our indebtedness and family living. Something
needs to be done to control the drastic fluctuating of
grain and livestock prices. Import quotoes on meat should
be based on the domestic supply and not on the previous year.

2, Farm land prices are above the price farmers can afford to
pay and get a return on their investment. This has made
it nearly impossible for a young farmer to acquire land.
The biggest contributory factor to our being able to outproduce
any country in the world ( on the average, an American Farmer
feeds 57 people; a Soviet Farmer feeds 7) is the structure
of the family farming system, which has been a hallmark
of our country since its inception.
In a few decades of harvesting, if no limit is assigned,
foreign investment in U.S. farmland could eclipse American
ownership. Then the nations single greatest source of
power would pass from the hands of American Citizens.

3. Conservation of land should be given a higher priority, and
applyed at a faster rate. Conservation practices funded by
State or Federal funds should have to be maintained or improved
by present or future land owners. Land is ONE OF THE FEW
SOURCES OF NEW WEALTH. .

L, wWe are in favor of target prices, grain loans, and grain
reserve if the grain is stored on the farm, with the prices
based on the parity formula.

5. Gasohol, could be a source of energy. At present prices
it is economically feasible. It would use some of the
surplus grain, help on the balance of payments to foreign

countries, control pollution, and lower our dependence on
foreign oil,

6. We should look for alternate sources of energy at the fastest
rate possible. With the technology we have today and the
ability of developing new technology WE BELIEVE we can
find other sources than petroleum or fossil fuels.

Slncerely yours,
Zf"‘
Farrls & Patsy Gray

f al : # 3 Box 51
Bedford, Iowa 50833



