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EXECUTIVE SUMMARY

The U.S. Community Services Administration (CSA) commissioned
this repbrt because of its concern over thefimpact of rising fuel
oilJériceé 6n low-income households. To estimate heating oil ex-
penditures for the winter'of 1977-1978, we:updated résults from |
_the 1975 WCMS National Survey of Household Energy Usé using feder-
ally—compiled‘data. The 1975 survey results were also’uSed'to pre-
pare a ptcfile'Of low-income fuel oil users and their housing.
These-statistics-Wére supplemented by information obtainedlfrcm_
Community Action and related programs in éeveral loéalities.

. For this report, low-income houséholds ére defined as thosé
'withlincomes.at of_below 125 pércent of the federal poverty limits,
which are set aééo:ding to number of persons. These are the house-

“ holds eIigible.for.assistanée under CSA ‘programs.

Concluéions
l. The average low-income household which heated With.fuel
o0il and paid its own oil bills spent an estimated $530 for that

fuel alone during the 1977-1978 heating season. This was 41

£

/

percent more than it paid in 1974-1975.
2, ThES“estimated‘expenditureitakes>into account not only‘
increased prices for oil, but also general climatic changes between

the two winters. It also makes an allowance for conservation and



for savings in fuel costs through weatherization;

3. Rising oil prices are tﬁe largest single factdr in ﬁhe
increase, contributing twice as much as the colder weather. The
five coldest months of 1977—1978 were 14.3 perceht colder than in
1974-1975, but oil prices were 29.6 percent higher,

4. Fuel oil users are concentrated in the Northeast.

Abéut half of them reside‘in»that region, which consists of the
New England states plus New York, Neﬁ Jersey and Pennsylvania.
Winters there are éonsiderably-colder than the U. S. average.
Qil.prices-are.higher as well. We estimate that the average low-
income - -household in the Northeasf'paid $693 for oil lastbwinter.
This was 31 percén#‘méré(than.itsvdbunterpéff;invtheﬁnétion as a
whole:. |

5;' Low;iﬁéome fuel oil users in the Northéast pay more not
only‘becaﬁse of where théy live. but also because of the kind of
housing available to them there. Nearlymthreeéiiﬁﬂuwof;theirghomes
were built before 1940. 0ften-the$e~older houses lack adequate
insulation. Many are drafty, with frequent crack§<through which
cold air can infiltrate. Their heating plants, converted_from
coal in many cases, tend to be poorly-maintained and inefficient.

6. Total energy costs for oil~-using hoﬁseholds are consider-
ably‘higher than their expenditures for dil aloné. We estimate
that the average household heating with oil, and using gas and
electficity-in addition, paid a combined total ofv$1,003 for

the three fuels in 1977-1978. ‘The éverage-10w—income«household paid

ag31 .



7. Energy expenses now consume sizeable_pioportioné of the
finapcial resources of low-income households. While tdta1 money
incomeé (if not real purchasing power) have been rising rapidly
for most U.S. households, nearly 14 million ﬁouSeholds are still
at the low-income level.. Based on the latest available Census
Bureau data (for 1976), we estimate that the mean income 6f'£hese
households was less than §3,500 ét that time. By the 1977-1978
heating season, the average low-income household received an es-
timated income of $3,850 or less.

8. For this average household heating with oil, the. $831 totél
cost of home fuels was more than one-fifth of:its‘befOre-tax income.
0f course, many low-income households, especially among the elder-
ly, receive‘léSS'than-tﬁe average. For many of thesé'hoﬁseholds,
the burden was even greater.

9. These are national figures, &nd households in the cold
northernsséctions ofrthemnation,face-muchghighér>costs$ - In Mil-..
waukeé, an analysis of last'winter‘é applicangs:fOr'emergency en-
ergy assistance showed that those between ;Ol and 125 percent of
poverty income levels who heated with oil paid 32.4 percent of
their incomes for all home fuels. Those at or under poverty 1¢vels
paid almbst half, or 45.7 percent. If we add to these percentages
mortgage payments and taxes or rent, it is éasy'to4see.how total
sheltér costs can add up to 80 or 90 percent of some households

annual income. ' | '



10. Heating fuel expenses, unlike most other liviﬁg costs,
peak sharply during certain months of the year. Hence the annual
expenditure figures, large as they are, do not fully reflec£ the
impact on low-income families with their very limited budget flex-
ibiiity. During 1977-1978, nearly three-fifths of the total
heating degree days (and hence heating costs) nationaIIYFWeré-
accumulated during only three months--December, January, and
Fehruary.

11. "Budget" plans are designed to smooth thesef§eaké.__But,
many low-income households cannot meet the credit requirements
for these élans. In our field interviews,&we Weﬁe told that manj
- had recently’lost their budget plan eligibility.because‘ﬁhey had
vbeen unable to maintain regular payments in the fa§¢ 6£ sﬁérplyﬁ
higher prices. | N

12, More than one-third of all low—incomé-fuel oilvusers
are elderly, most of theﬁ on fixed incomes. For these people, the
rapid rise in fuel o0il prices has 5een especially terrifying.
Poverfy field workers have told us of elderly héuseholders who
had‘soldAtheir furniture tp;meet 0il bills.

13. Many low-income fuel oil users are saddled withvextta
c;sts‘that are not reflected in the averages. Many can afford to
buy their oil only'in sﬁall quantities,'for which;premium prices
are often charged. Unless they are on "automatic delivery“‘plans
for wﬁich.many_do not~qualify,‘théy mustvkeepjtrack of the o0il level

in the tank and call well ahead for a refill. If they shouid mis-



judge or forget and the oil runs too low, an extra charge will be
exécted»for an "emergency" delivery. If it runs completely out
and the burner shuté dbwn, they must usually péy’to have it re-
started. Depending on the area and the dealér, this can cost from
six to ten dollars and sometimes more.

14, To some extent the problems which low-income households
encounter today with rising fuel oil prices are in the social and
economic arenas. But to a cénsiderable‘degree they are physical
in;origin. Aboutfhalf;of%low-incomewfuelfoil«users;pay‘a_premium;
simply for living'in‘the Northeast. A majority of them nationally--
and about»thfee-fifths in the Northeaﬁt-—are penalized because they
1ive_iﬁ old buildings.

115. .Weatherization pfograms have begun to attack sdme of these
'problemé.” But.up to this point only an estimated 3.5 percent of
homes in heed’of treatment have received it, with a resulting ag-
gregate saving of roughly one percent in low-income households*
heat ehergyvconsumption, |

16. Weatherization‘does»not offer either a quick or cheap
"fix." Minimal weatherization produces moderate expenditure sav-

- ings, which can easily be wiped out in a couple of'yéars or less
~ by continuing oil price iﬁcreaSes at recent rates.

Optimal weatherization has been recommended by CSA, bésed o
National'Bureauvofwstandardsi studies which indicate- that it can
achieve energy savings of more than 60 percent. However, optimal
weatherization is not inexpensive. Materials costs alone can aver-

age $800 per house. Labor, if supplied by’CETA workers, can be



relatively low-cost. But CETA workers are largely untrained and
require expert supervision.

Since skilled supervisors are not in unlimitedfsupﬁly, their
availability limits the amount that can be done in any one year.

A CsA bfficial has estimated that fhe program could probably be
stepped up to a $400 million annual rate in ﬁaterials_costs, which..
could weatherize 500,000 1ow—incomefhohes per year*to optimal lev-
els.A.At»this rate it would take about two-deéades to complete the
program.... .

| 17. While the demand for heating oil is undoubtedly,price-
elastic to some degree, the ﬁormal economic~mechanismsAof the mar-
ket caﬁnbt be counfe& upon to produce a smooth adjustment without
great hardship to many. Heat is a basidﬁlife.essential.:.oil prices
have been rising very rapidiy;: MdSt oii—using househblds, parti-
cularly at low-income levels, have no ready or affordable alterna-
tive at hand.

Betwgen theV1973 and 1975 National Surveys'of.Houséhold Ener-
gy Use, when gaslprices were also rising rapidly, low-income house-
holds reduced their natural»gas consumption by only about five per-
cent. About half reported that they were already keeping their
thermostats below 70 degrees in 1975, and most were taking other.
steps to conserve as well. It is important to remember thét the
more than- one-third of low-income: fuel' oil users&whgvarewelderlyh
have‘éven less adaptability to traumatic changes of this kind than

do other households.



18. Emergency energy assistance, while it serves an important
function and may even save lives, is purely a stopgap measure.
It does not meet the primary problem, which is a budgetary one.

If oil prices continue to rise, it is predictable that more and

more emergency funds will be needed every year. Low-income house-

holds will continue to face annual Qinter'crises nonetheless, and
many whose need is real and urgent will ﬁééibé sérved.

19. Hence it is'oui considered .conclusion that price controls-=--
whatevergtheirwlimitationsmandmdisadVantagesaﬁmay*betthe-qnlyvmeaa:~-
sure that is capable of mitigatingfthe economic pressure of oil
price increases-while‘otherand‘better‘solutions cah be readied

and put in place.



TI. INTRODUCTION

This report has been commissioned‘by the U.S. Community Ser-
vices Administration because of its concern with rising fuel oil
prices and their impact on low-income American households.

Since 1967, the consumer'price index of residential heating
oil for Americaq households has neariy tripled, compared to ép
increase ofjless than double in the index fof all items combined.
Most of this rise has.occufred since 1973. From a relatively mod-
’erate 18% cents per gallon at the beginning of this decade, the
‘pricéof’oillnow-averages close to 50 cents and shows every sign
of risiné still fuifher.

It is the rare American family todéy which can remain unaware
of the erosion in its budget as a result of the increasing cost
of energy for the home. VFor those already pinched by low and*fixedﬁ_
incomés, the awareness has been shérp and the impact often devas-
tatiné.

Several special programs have.nécently tried to soften'the
blow of higher energy costs for low-income households. Under the
auspices of*the Community Services Administration and more recent-
ly the U.S. Department of Energy, more than-350,000 homes occupied
by léw-income‘Americans have been "weatherized" since 1973--i.e.,
steéé taken to decrease air infiltfatioh and cut down on heat loss.

During the two winters just past, special financial assistance was’



made available from federal funds for poor families whose source
of heating fuel had been cut off or who were in danger of cutoffs
because of unpaid bills.

Familiés who use oil fof-space heating as well as those who
‘utilize other fuels such as gas,tcoai orvelectricitj'have all par-
ticipated‘in-these‘programs, ‘Yét a basiciprbblem remains unresolved

for many of‘them-—fuel bills too largebfor the size of‘théir poc-
ketbboks.

This report examines the, impact of recent increases in expen-
ditures for fuel;oil on low-income households. As of 1975, oil
wasAthe brimary fuel source for home heating for'mdre than 2.4
' millioh American households with‘incdmes low enough to put them
at or below 125 pércent of the federal poverty standards;' Over
half of‘these households lived in the Noftheast region of the
country which is largely dependent on imports for iﬁs oil supplies.
This region includes the six New England states as well as the
Middle Atlantic states of ﬁew York; New Jersey, and Pennsylvania.

.The report.éraws,upon a number of sources of information about
fuel o0il use and low-income péople. The primary data source is
the 1975 National Survey of Household Energy Use conducted under
the auspices.of'the Washington Center for Metropolitan Studies and:
funded by the Federal Energy Administrafion (now the ﬁ.S.'Depart—
ment. of Energy). The 1975 survey-wés directed by one of the authors.
of fhis report. It was the second suchlsurvey, the first'héving
been undertaken in 1973 at the Washington Center under the direction

of Dr. Dorothy Newman. In addition to gathering information on
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consumption and costs of major household fuels, the survey also
obfained a large variety of data on the characteristics, attitudes,
and practices of the households in the sample.

The cost figures reported for the 1974-1975 heating season
have been ﬁpdated to the moét recent-winter'through estimating
procedureslbased"on-variOus»federal_data files. Chief among ﬁhese
were time seriésﬁdf;fuél»price'data compiled by the U.S. Depart-
vment'szEnergy's Energy Infofmation.Administration, and population-
weightedmheating5de§ree,data,suppliedm§y thegNationaiﬁClimatic
Center of the National Oceanographic and Atmospheric'Admipistration.

‘-To supplement the numbers and to 1énd a much-needed element
of huménﬁexperience and understanding to their interpretation, the
~study also drew upon information and insights available ffom the
 Energy Office of the U.s. Community Services Administrationﬂand
_ffom several local Community Action Agencies and related state
officeé:concerned with enefgy;policy. All of‘theée agencieé‘afe
in close contact with low—income households as é fesult'of‘their
6peration of proérams for home weatherization and emergency energy'
assistance. | |

The information was obtained through field visits, by mail,
and by-telephone. In:éddition to CSA,'the following agencies fur-
nished information: Cranston éommunity Action ProgramsComﬁittee,
Ingf, CranstonyiRhodefIslandi,~Community=Relations—Social.Developf;
ment Commission in Milwaukee County, Milwaukee,lwisébnéin; vCom-
munity Action Program in Lancaster County, Department of Public

Welfare, and Office of Aging, Lancaster, Pennsjlvania; Southeast-
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ern Vermont Community Action, Inc., Bellows Falls, Veernt; Schen-
ectady Community Action Program, Inc., Schenectady, New York; Cam-
bridge Economic Opportunity Program, Cambridge, Maésachusetts; State
of Maine Division of Community\Services,‘Aﬁgusta, Maine; and State

of New Jersey . Department ofICOmmunity Affairs. .



ITI. FUEL OIL EXPENDITURES

Our‘procedures for estimating average residential fuel oil
expenditures for the:197741978'h¢atihg‘season were guite simple
and straightforward.r The'préblem.at,hand did not seem to justify
very comple# mathematical procedures. ﬁhile the resulting estimates
are necessarily approximate,'we feé1 that they ére adequate to pro-
vide sound guidelines for policy.

We had»available-data on fuel oil expenditures reported by
households for the 1974-1975 heating season in the 1975 WCMS House-
hold EnefgyVSurvéy. We updated these to 1977-1978 by applying data
'fromvfederal sources which reflected differences betweeﬁ»the two
.seaéons in the major factors re1ated to levels éf heating oil
expenditures. After déing thié,'we-made a further adjustment_for
Vthefassumed effects of'cqnservation and weatherization efforts
undertaken in respénse to increased'prices. This adjustment

was based in part on survey data.

The Survey Daté_Base

Our principal source of statistical data was the 1975
NationaIASurvey of Household Energy Use. It was conductedlunder
the direction of the‘principal author of this report at the
Washington Center for MetropoIitan.Stﬁdies (WCMS). This survey

provided the base data on fuel oil expenditures in the

-5 -



1974-1975 heating season. These expenditures were updated to
1957—1978 as described later in this chapter. The survey also
provided most of the data on characteristics of low-income fuel
oil users which are presented in Chapter III..

The 1975 Household Energy Survey, supported by the
Federal Energy Administration, was the second such:survey to
“be undertaken by the washington Center. The first_was‘made in
19734under the sponsorship of the Ford Foundation. In combination,
these‘two,surveys (theifirstnpre~embar§o.and~the second post-
embargo) provide the most comprehensive set of data yet assembled
.on-the energy'ase and energyfrelevant characteristics and behavior
of American households.

One-hour interviews obtained a wide variety of datalon the
housing units sampled, their human occupants, and their energy-
consuming or energy-conserving attributes and behavior, Data on
consomption and expenditures for electricity and natural gas were
provided by the utilities supplying these households from their
billing records.- Fuel o0il expenditures were reported directly
by the households.

The expenditure data obtained by the 1975 WCMS survey are
representative or those:households who pay their own fuel bills,
and are thus in a position to know their fuel costs. The data
do not»apply‘to_householdSewhose~fuel costsaare:includedyin-their%

rents. These households are mainly renters, tenants of larger



apartment buildings with master meters. Such households

may have somewhat different fuel costs from‘those reported
in this study. However, these costs afe quite difficult to
estimate. While they will eventually be reflected in rents,
-they may be distorted over the short term by the requirements
of leases, rent control legislation, and other factors.

A;l suryey data are subject to errors of‘sampling and
response, In order to assess the accuracy of the data reported
in the WCMS Household Energy Surveys, a number of céoss—checks
were made against independent data sources. The results of some

of these checks are presented in an Appendix to this report.

Factors Contributing to Changgs'iniFuel 0il Expenditures

0ver-a;period;of time:longerjthan1a few years, many factors
could operate to causelfaifly substantial‘éhanges in expenditures
for home heating fuels. Homes and apartments are cpnstantly
‘being built, torn down,,and_altered. OVgr time, tbeir characteri-
stics will respond increasinglyvto-theAnew.energyiawgreness.

Thelr occupant households also change and move. Under the pressure

of changing economic conditions and 1ifésty1e§; budgetary patterns
are altered. Technological advances also have ﬁheir effect. Alli
these factors and more can change éxpenditures even for basic
necessities to a marked extent over the long run. But during
- the time span of three years with which we are concerned here,

" their effects can be expected to be minimal.
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However, two main factors have combined £o make residential
oil heating expenditures rise considerably between the héating
seasons of 1974-1975 and 197741978. They are changes in thebweather
and changeé in heating oil prices. 1In response to these changes,
on which we have good dat;,_households can be ggsumed to haye
changed their energy-using practices somewhat . (Tﬁis is referred
to in economic terms as price élasticiﬁy of demana;) Wwhile
data of comparable quality are unavailable on this third factor,
Aweﬁarefin«aapositionfto.méke certain -assumptions as to dits -effect

based on data from the 1973 and 1975 WCMS Energy Surveys.

As to weathef and prices:

@ The 1977-1978 heating season Qas considerablyvcolder than
the season of 1974—1975_. - If the entire pefiod July
through June is considered, 1977-1978 was nine percent
colder.‘ But if only the five coldest months (November
through March) are compared, the difference increases
to 14 percent.

®. Reﬁail prices for residential heating oil :osévsharply,
For the fivemcoidest monthsrdf.1974—19f5; the national
average price was 37.2¢ per gallon. For the November-
- March period of 1977-1978 it was 48.2¢, an increase of

29.6 percent .in only three years.
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These two factors have, we estimate, had by far the
greatest influence on oil heating expenditures. Of the two, higher
oil prices have contributed about twice as much as the coLder
weather, |

Heatihg Demands -- Relative demands for heating fuels

between the two périods can'beuestimated‘quite well_from datav
on population-weighted heating degree.days-provided»by the
Natibnal Climatic Center of the Nationél Oceanographic and
Atmosphgrichdministrafiqn, Comparative. data for. 1974-1975
éx‘ and 1977-1978 are shown in Table l.b  To obtain figures for
the natién, regions, and states, data collected by the National-
Weathef Serﬁice-from hundreds of weatherestations across the
U. S; are weighted by the populations of the areas surroﬁﬁding
these stéioﬁs'and aggregated. VThe\heating deg:ee days for‘a
given date and geographié'area is the number obtained by sub-
tracting the"éverage of the maximum and minimum temperatures from
65. If the mean témperatufe for that day is 65 degrees or higher,
the heating degrée day total will be zero.

Heating degree days are generally considered to be quite
,accﬁrate indicators of heating fuel requirementS, When the daily
mean temperature is 65 or above, ﬂeating is no£ considered to be
necessary for most dwellings. If the number of heating degree.

days. for.a. given. date. is. about double that .for another date,.

the amount of heating fuel required to maintain comfort will
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TABLE 1

NATIONAL AVERAGE HEATING-DEGREE DAYS
(POPULATION-WEIGHTED)
 1974-1975 AND 1977-1978 HEATING SEASONS

BY MONTH
1974~ 1977- Change
1975 1978 (Percent)*
July 5 6 +20%
August : 13 15 +15
September.. 105.. 65 .. =38
October 325 317 - 3
November 550 523 -5
December 832 200 + 8
January ' 862 1,124 430
February 786 1,021 +30
March 731 732 ' .
April 474 374 -21
May . 119 ‘168 ’ +41
June 35 N.A, ** .
Total for season = = 4,837 5,279 + 9.1%
Total November : '
through March 3,761 4,300 +14 .3%

*When 1977-78 was colder than 1974-75, a plus sign is used.

**Not yet available. Long-term average of 34 used in deriving
annual total. ' -

Source: National Climatic Center, Natlonal Oceanographic and
Atmospheric Administration.
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be ébout double also. (Note, however, that very drafﬁy.ﬁomes
may require even more fuel, especially when the wind is blowing,
due to the wind chill factor.)

The heating séason of 1976-1977 was the coldest recorded
nationally during the'entire period for which population-weighted
degree-day data are availdbley.beginning in 1931-1932, The‘1977-‘
1978 season was just-siightly warmer, with less than one peréent
fewer heating degree days. The winter.of'1974—1975, however, .
was«much%closer*tOWtypicalwfwith¢483ﬂmheating:degree dayé-
compared to the long-term mean of 4734-—about:tWO percent colder
than avefage. |

’ﬁhile the overall heating-degree-day differential between
1974~1975 and 1977-1978 was nine percent, we believe thaé-the,
effective heating demand difference is better expressed by the
figures for the five coldest - months, November thrbugh,March.
Tyﬁically,.ébout 80 percent of the total heating degree days
for the entire year are accumulated during‘these‘months; During
this period, heating éysfems in most of the populous areas of the
nation must be kept on and thermostaté maintained at a minimum )
. level for health and comfort. But in months like September,
October, April,and*May,;manyvbudget-conscious or conservation-
oriented households can leave the heater off most of the time
‘andjrely;upon~blamketé andwéweaters,, Ihertotal nunmber of heating
dégree«days for the November—March period of 1977-1978 was 14.3
percent greater than for thé comparable period of 1974-1975,

We have adopted this 14.3 percent figure for‘purposes‘of this study.
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Residential Fuel 0il Prices--Heating oil prices are

:ﬁ;ﬁitored»on«a fegular~basis by the-EnergwanformationvAdmin—
istration of the U. S. Department of Energy through surveys
éf‘dealers, and are_reported monthly for the ﬂ. S. and regions.
| The D. 0. E. data series indicate clearly that prices have
been in a consistent uptrend since the early part of the 1970s,
~with slight seasonal variations. Between the beginning énd “
end of the 1974-1975 heating season (July thfough June),.
pricesxindreased by about two centé per gallon, as Table 2
indicates. There was a small spring downturn which bréught
prices in June of'l975 to a leVelvonly'slightl? lower than

in the coldest months preceding.

The latest available figures for 1977-1978 indicate a
somewhat sharper rise and, it appears,Aavsmaller spriné downturn
as well, oOverall, when the average prices for the five coldest

*monthsfofwthevtwo*heatingwseasonswareﬁc0mpared,*the-increase
between i974—l975‘and 1977—1978 is 29.6 percent.

0il prices are heading rapidly toward the 50¢& per éallon
level., 1In fact, our local informants inAaknumber-of communities
in the northern part of the nation indicated that the "standard"
p;ice,being charged by most major dealers to their indiQidual
residential customers last winter was 49.9§:per gallon. Wwhile
the average reported price was somewhat lower, it appears that
49.9¢ was what the majority of‘househo;dS'were paying in those

parts of the nation where fuel oil use is heaviest.
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TABLE 2

NATIONAL AVERAGE RESIDENTIAL RETAIL HEATING OIL PRICES
1974-1975 AND 1977-1978 HEATING SEASONS

BY MONTH
1974~ 1977- : Change
1975 1978 (Percent)
July 35.2 45.8 30.1%
August ‘ 35.8 - 46.0 . 28.5
September 36.3 46.2 27.3
October .. 35.6. 46.7 ’ 31.2
November '37.9 47.6 25,6
December 36.9 47.9 29.8
January 37.4 48.5 29,7
February 37.0  48.6 - 3l1l.4
March ' 36.6 48.6 32.8
April ' 36.1 48.6 34.6
May ‘ 36.7 48,3* 31.6
June : - 37.1 ~ N.A. —
Average (unweighted) -
November through
March 37.2¢ 48.2¢ 29.6%

*preliminary -

Source: U.S. Department of Energy, Monthly Energy Review

and Enerqgy Data Reports.
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For purposes of estimation in this study, we have none-

. theless adopted the 29.6 percent increase in the averagé

reported price for the D. 0. E. series between the November-
to-March periods of the two Years. Our estimates of expenditures
for the Northeast region are based upon a somewhat smaller

rise in the reported price, 25.5 percent, between January

of the two years. (While prices in the Northeaét are somewhat

~ higher, they have increased somewhat less rapidly than the

national averages.) On the other hand, the\heating—degree—day

" differential between the coldest months of 1974-1975 and

1977-1978 was even sharper for the Northeast than for the nation:

15.5 percenﬁ._

Conservation and‘WeatheriZation:(PriceAglasticityfof Demand) --

Overall, the demand for all commodities, including basic necessities,
displays price elasticity of demand to some degree. That
is, as the price goes up the demand goes down, although the

relationship between the two is not necessarily either one-to-one

or linear.

Over the longer term, price elasticity of demand for fuel
oil may well take the form of switching to other energy sources,
including solar. 1In the short run, the response is hard to predict.

Home heating is essential. 0il price increases have been both

sudden and extremely rapid. Few households, especially among the

poor, have any ready and affordable alternative.

For many lower-income households, the choice may come down
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TABLE 3

AVERAGE RESIDENTIAL HEATING OIL PRICES
BY REGION -- JANUARY 1978

Federal Region

1 (New England) ) 49.4¢

2 (New York-New Jersey) 49.2

3. (Mid-Atlantic). 48.1.
4 (South Atlantic) | 47.5
5 (Midwest) ' 46.4
6 (Southwest) N.A.
7 (Central) 445
8 (North Central) ‘ 45.2
9 (West) 44.7
10 (Northwest) - 47.4

National Average - 48.5¢

Source: U.S. Department of Energy, Energy Data Report,
Heating 0il Prices and Margins, February 1978.
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to one betWeen'heating‘fuel and other basic neceséities.‘ As

Chapter III will iﬁdicate, our interviews with poverty field

workers were replete with examples of this. Muny of them were
heart-rending; especially those involving elderly people.

Householders can, however, take certain steps to change
‘both their own behavior and‘thé fuel—using characteristics
of theif-dWellings.» These actions can be feasonably well
encoﬁpassedvunder'thé categofies of conservation and weatherization.
AnalyseSyof@thew1973_anda1975;WCMBHEnergyﬁSuxveywresultsywﬁhichw“
cover a period during which the. rise in the price of'energy-was
about as great.overall as during the three-year interval between
1974—1975 and 1977-1978, provide some guidance as to the_probéble
limits'and likely effect of such actions. Additionalldaté from
‘the CSA Wegtherization,Program_provide further évideﬁce from
which we can make at least a ﬁough_estimation of the probable
reduction in cdnsumption, '

‘Between the 1973 and 1975 WCMS sufveys, low-incomé households
heating with natural gas feduced their consumption by slightly
‘under five pércent. The reduction fpr households of higher
‘income levels was somewhat less. We do not have consumption data
for fuel oil from these surveys, but natural gas appears to be
a reasonably good surrogate. Interestingly enough, households
-simulféneouslyvincreased'theiruconsﬁmption of -electricity, a
more.expensive‘fuel. We do not know precisely why, but it appears
likely that they turned.to electric space heaters in the thought

that they were conserving by doing so.
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How much morevcan househcldersvreduce'their heating fuel
consumption without»suffering in terms of'comfort and even
.health? TheuamOUnt.appears:to be limited. In the first place,
analyses of the WCMS survey data make it clear that some of the
variables most related to heat energy consumption are "built in"
to the basic characteristics of the dwc}}iné itself—-facto;s,
like its location, its size, and its structural characteristics
(for.examplc,:whether or notvit is attached to cther cWellings.)
Only~dras;icwand;expensinegchangesgto;thcnsﬁructuréﬂcould-
measurably affect'these=variabies, if at all.
Secggé,'hou§eholGSMWerc already keeping their temperatu:cs
;prettyflow,‘and many reported havinc turned down their=thermostatc -
between the 1973 and 1975 surveys. Among those who kept:céﬁpefatures
‘highest were elderly pecple, who oZten rcquire_highef temperatures
because of circulatory deficiencies. }Househclders aiso reéorted ::
taking other steps to conserve. “
One way that significént furfher reducfions could be made
is through weathcrization. Chapter III details some of the
heat-wasting attributes.of many low-income dwellings; In light
of the rcscurccs availablewcndvthe time span involved, CSA
weatherization programs have compiled a rather impressivezrccord
of achievement, treating over 350,000 homes to date. But chis
is only-an,estimated;3;5lperccnfgof the need, belicved;to‘
encompass at least 10 million low-income homes and apartments.
typical measures taken to date o
CsSA estimates that/weatherization/often achieve. energy savings

of 20 to 35 percent. Applying this figure to the number of
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homes weatherized to daﬁe,»we can estimate that the total heat
energy consumption of low-income households may have been reduced
by abouf one percent at mdst.

In light of all the evidence, we think it probable
that five pefcent is a good "bali-pgrk? estimate‘cf the overall
‘reduction in fuel oil consumption between 1974-1975 and 1977-1978.
as a result of both conservation and weatherization. Added to
the amocunt achievedAbetween the 1973 and 1975 WCMS surveys,
»tﬁis.would mean;a.tqtal reduction éf somewhat under ten percent

since the "energy crisis" became apparent to the public.

These componentes of change between the 1974-1975 .and
1977-1978 heating seasons--temperature, price and conéervation/

weatherization--are summarized in Table 4 .



TABLE 4

COMPONENTS OF CHANGE
IN ESTIMATED FUEL OIL EXPENDITURES
TOTAL U.S. AND NORTHEAST REGION
1974-1975 TO 1977-1978

- Percent
Change_
Total U.S.
Heating degree days
November - March : ‘ +14 ,3%
Retail price of residential
heating oil - +29.6%
Conservation and weatherlza—
tion | - 5.0%
. Northeast Region
Heating degree days
November'- March +15.5%
Retail price of residential .
“heating oil +25.5%
Conservation and weatherlza—

tJ.on - 5.0%

Sources of data:

0il prices -- U. S. Department of Energy, Energy Information
Administration, Monthly Energy Review and
Energy Data Reports. The price change for the
total U. S. is for the average of the five
coldest months in each year. The price change
for the Northeast is for January to January.
Minor adjustments were made for discontinuities
in the data.
Heatlng degree days -- National Oceanographlc and Atmospheric
Administration, National Climatic Center, State,
- Regional an@_gatlon§;4Month;y and Seasonal
Heating Degree Data Weighted by Population.
Conservatlon and weatherization -- no data; assumed for pur-
poses of estimation based upon trend data
from 1973 and 1975 WCMS Household Energy
Surveys.
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The 1977-1978 Expenditure Estimates

The expenditurésfreported;for“fuel,oil<bylhouseholds
heating with ail in the 1975 WCMS Houséhold Energy Survey
wefe adjusted to 1977-1978 by the following procedure:
(1) weﬁaddgd 14.3 peréent ‘nationally‘(lS.S»percentv
for the Northeast) for the increased number
of heating degree days; |
(2) we next added 29.6 percent nationally (25.5
percent for the Northeast) for the increased
price of oi.:
(3) finaily, we deducted fiVé:percent from all
figures for savings due to conservation and
weatherization. ’
The resulting estimated expenditures are shown in
Tabies 5 and © . OQur definition df’low—income households
is households ét‘or“under.125 percent of thevpoverty income
maxima as used by the Community»Services‘Adminstration.to
détermine eligibility for its programs. (For details, see
..Chapter :IIT..)
Our estimates indicate that the.average:U.~Sf household
heating with fuel o0il (all income brackets combined) paid
$602 for oil during the 1977-1978 heating season. The
average low-income household nationally paid $530. In the oil-
dependent Northeast (which for our purposes includes not
bnly New England but also New York, New Jersey and Pennsylvania),
the average household.paid $744 and the average low income house-
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TABLE 5

ESTIMATED ANNUAL EXPENDITURES
FOR FUEL OIL -
FOR ALL U.S. HOUSEHOLDS HEATING WITH OIL,
LOW-INCOME HOUSEHOLDS,
AND HIGHEST 10 PERCENT OF HOUSEHOLDS
1974-1975 AND 1977-1978

1974~ 1977-

1975 1978
All U.S. households = $427.70 $602.00
Low-income households  $376.60 $530.00
Households in highest
10 percent by income $513.40 $722.00

Source: 1974-1975 data -- Washington Center for Metro-
politan Studies, National Survey of Household
Energy Use, 1975.

1977-1978 data -- Updated estimates by The Grier
Partnership (see text for methods and assumptions).
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TABLE 6

ESTIMATED ANNUAL EXPENDITURES
FOR FUEL OIL FOR
ALL HOUSEHOLDS HEATING WITH OIL
. AND ALL LOW-INCOME HOUSEHOLDS
NORTHEAST -REGION.- - .
1974-1975 AND 1977-1978

1974- 1977-

_1975 _ 1978
All households in
Northeast : $540.00 $744 .00
Low-income house-
holds _  $503.60 $693.00

Source: 1974-1975 data -- Washington Center for Metro-
- politan studies, National Survey of Household
Energy Use, 1975.

1977-1978 data -- Updated estimates by The
Grier Partnership (see-text for methods-and -
assumptions) «
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This last figure, incidentally, aCcoras well with  indepen-
aent estimates given us by several poverty field workers in com-
munities scattered throughout the Northeast. Typically, they told
us, the low-income fuel oil uéer'assisted by their programs aver-
aged about $100 per month for oil for a sevén—to-eight month heat-
ing season, with peaks of'$150.6r more in the coldest months.
Some paid much more—fannuél bills of $1,000 or highef were report-
ed in some instances—-while»some paid less; but $100 was report-
ed to be'a*good“montH1Y*évéragei THeSé*estimaEés*were“béfnefout*
by our own examination of prograﬁ recqrds.

~:-In Ewo of thé_communitieé éontacted in the course of this
study--Milwaukee and Schenectady--high oil bills were repggted
in spécial staff analfses that had been made of applicants for aid
in meeting unpaid>utility_5ills under the Emergency Energy Assist-
ance Program. In»Milwaﬁkee, durihg the‘1§f7¥1978”year, there were
377 a?plicantnhouseholds whbse income.fell_at or below 125.percent
of the povertj 1ine and who uéed oil for space heating.l Their
average bill for fuel oii’was»calculated at somewhat over $1OO
a month--$104.56 for those who were at or below 100 percent of
poverty and $109.20 for those whose.inébmesvwere from 101 to 125
percent of poverty. For the first group this repfesented an in-.
crease of 12.6 percent over the average expenditure for oil during

. the preceding winter, and for the second group, the average bill
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was 7.4 percent higher.*

In Schenectady, New Y§rk, the CAA conducted a follow-up
survey -of households which had received assistancewunderffhe
Emergency Eﬁergy‘AssisEance Program last winter. Information on
_oii bills during the last heating seasoﬁ was obtained from 29 house-
holds. Their estimates of the amount spent range from a low of
'$250 to a high of over $1,000, with an average of $572. Seven-
teen of the 29 households consisted of one individual only, and
that person was 60 years of age or older and>living on social se-~
curity income alone. The two oldeét»were 86 years of age. Several
reported annual incomes of less than $3,000; and few were much
above this level.**

In some locations a substantial number of fuel oil users
are sﬁpplementing 0il heat with that furnished by other sources of
fuel. Sometimes this is an electrically-run space heafer, but‘in
‘Maine a good‘mahy households are - turning to
- wood--as sassecondary -(or--even:tertiary) -fuel.

For all home fueiS'combined,.our 1977-1978 estimates

were made by a slightly different method. We haé data on the

*Klein, Philip E. "Heat Source Cost Comparisons and the Projected

" Impact of 0il Price Increases." Staff report of the Community
Relations-Social Development Commission in Milwaukee County, Wis-
consin, August 14, 1978.

**Statistics compiled by Sharon Jordan, Schenectady Community Ac-
tion Program, Inc. from responses to survey of EEAP clients, Aug-
ust 1978.
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combined annual expenditures for gas and electricity by . households

which heated with oil in 1974-1975. We adjusted these to 1977-1978

_ by applylng the 38 percent increase in the Consumer Price Index

for these two fuels combined between January of the two years ‘We

did not adjust for weather sincewe assumed that these other

fuels were used. for pﬁrposes like cooking and lighting. We |

applied a somewhat more generous allowance for conservaﬁion.
with these secoﬁdary fuels, in thie case ten percent. Tﬁe
resulte'are shown in Table 7.

The electricity and gas estimates raise the total expenditure

for all hohe fuels to $l,003 annually for U. S. households of

" all income levels, and to $831 for low-income households.

The5Budgetary Impact

While the dollar incomes of most U.S. households, if not

their real purchasing'power, have risen rapidly of late, a sub-

—stantial -proportion of-these households still have incomes which

are staggeringly low by eny;standard. About 68‘percent ef the neare
ly 14 million low—inEome households--9.5 millidne—received_total
money incomee under $4¢000vin 1976, the latest year for which the
densus Bureau currently has this information available.* in the

same year, the ave;age (mean) income of the 7.6 million low-income

*U.S. Bureau_of the Census. Current Population Reports: Consumer
Income. Series P-60, No. 109 (January 1978) and No. 115 (July
1978). _
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TABLE 7

ESTIMATED COMBINED AVERAGE EXPENDITURES
FOR ALL HOME FUELS BY
ALL HOUSEHOLDS HEATING WITH FUEL OIL
AND ALL LOW-INCOME HOUSEHOLDS '
UNITED STATES, 1974-1975
AND 1977-1978

1974~ 1977~
1975 1978
All U.S. households
heating with. oil. .
Fuel oil | $427.70  $602.00
Combined gas and .
electricity | $322.40  $401.00
All home fuels $750.10 $1,003.00
'All low-income households
““heating with oil
Fuel oil $376.60  $530.00
Combined gas and
electricity : $241.80° $301.00
All home fuels  $618.40  $831.00

Source: . 1974-1975 -- Washington Center for Metropolitan Studies,
National Survey of Household Energy Use, 1975.

1977-1978 -- Estimated by The Grier Partnership,
(see text for methods and assumptions)
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families was $4,097. The mediah_was $3,943. For the 7.4 million
low-income unrelated individuals (persons who lived alone or with
‘nonrelatives) the median*Waswanveven‘more meagre $2,302.  Many

had no income at all. The result the mean was even lower than the

median, $2,086.

An official average income for low-income households is un-
available. However,using the figures just cited{ a reasonable es-
timate would place it below $3,500 in 1976. These incomes probably
increased by no more than 10 percent between 1976 and the 1977-1978
heating season. This would make the 1977-1978 average income for
households in the éroup no more than §$3,850.

Such}households, and espéciallyﬂthose heating with fuel oil,
have found that energy coéts have become a sizeable part of‘their
total budgets. For the average low-indome_hoqsehold With the es-—
timated before-tax income of $3,850 or less in 1977-1978, the |
estimated-$831 average combined cost of all home fuels was Qeli
over one-fifth of that income. For households with incomes below
the average it was proportionally still greater. Many of these
;atter households were elderly.

These, of course, are all national a&erégevfigures. For low-
income households ih colder regions of the nation, both fuel oil
costs and other utility costs are oftén substantially higher. 1In
#he'Northeast, for example, annual fuel oil costs for low-income

households are 31 percent higher than for their counterparts nation-
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ally.' Electricity costs tend to be higher in the colder regions
also; Dbut there are large local variations because of ﬁhe‘mix of
fuels used by different utilities in generation. 1In places like

- Vermont, expefimental rate structures are now in existence as well.*
We, therefore, found it impractical to construct a regional average
expenditure for the secondary fuels which satisfied usvthat‘ii was .
reasonably accurate.

In Milwaukee, however, a thorough analysis of apﬁiicants for
emergency financial assistance with oil bills produced the follow-
ing estiﬁates: the average household whose income was 100 percent
- or less of the poverty line paid nearly oﬁe—third (31.8 percent)
of its income for oil during.tﬁe 1977—1978 yéaf and close to6 half

(45.7 percent) of its income for all utilitieé combined, **

Between 101 and 125 percent of the poverty line, the average
oil bill was 24.8 percent of income, and the combined cost

of;all,utilities;ﬁas 32.4 percent.

‘Other Costs

For many low-income fuel oil households, these estimated
average expenditures for fuel do not cover all the costs associ-
ated with home heating. Households which are not on an "automatic

delivery" plan--and many low-income people are not, since these

*For an illustration of these local variations, see National Asso—
ciation of Regulatory Utility Commissioners, Residential Electric
Utility Bills, January 1, 1978. Washington, D.C., March 30, 1978.

**Klein, Philip E., op.cit.
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‘plans require established credit and consistent payments--have to

keep watch on the oil in the tank and call for delivery well in -
advance of running out.
If they misjudge or forget until the o0il runs dangerously

low, they may have to call for "emergency" delivery at an extra

-charge. TIf the tank runs dry and the burner shuts down, it will

be necessary to re-start it--for which_moét dealers charge an ad-
ditional $6 to $10 and sometimes more.
‘While our estimates reflect the average prices of residential

oil as reported to the Department of Energy in a regular survey,

' thesevaverages-includé discounts available only to those able to
~make volume purchases—Qoften-200 gallons or more. Information re-

'pOfEed to us-by”poverty field workers in several communities indi-~

cates that mosﬁ'low—income households pay more than thése‘averages.
In effect, many pay a penalty charge reflecting their inability

to bargain .effectively in the marketplace.



III. PROFILE OF THE LOW-INCOME FUEL OIL USER

What Is Low-Income?

Forvpurposes of this paper, 1ow-in§ome households include

' those whose incomes fall at or below 125 percent of the current
federal&poVerty.standar&s for households of its size. This de-
finition corresponds to that ﬁsed by the Community Services Ad-
ministration'to'détérminéféligiﬁffitY"fbf’participatidﬂfin“various
types of energy assistance programs.

The maxima in force during the winter of 1977-78, when as-
sistance with fuel costs was being furnished poor familigs under
the Emergency’Enérgy Assistance Program, are shown in Table 8.

In rough terms, they allowed an upper limit of slightly over $300
per month fbr'a one-person hbusehold- This level increased by
about $100 for each additional household member. The eligibility
levels were raised most recently in May 1978 to take account of

increases in cost of living.

Fuel 0il Use Among Low-Income Households

As of'19754-the-most recent year for which detailed informa-
tion about fuel oil users is available--more than 2.4 million low-
income households in the United States_usedrfuel~oil:to hea£ their

hbmés;f They'compr1sed an estimated 17.3 percent of all low-income

- 30 -
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TABLE 8

COMMUNITY SERVICES ADMINISTRATION
o ELIGIBILITY GUIDELINES.
(125 PERCENT OF FEDERAL POVERTY LINE)
EFFECTIVE DURING WINTER 1977-78

Number in Anhual Monthly

Household , _Income ___Income
1 $3 713  $309
2 | 4,913 409
3 | 6,113 509
4 7,313 609
5 8,513 709

6 . 9,713 809

Source: Community Services Administration
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" households.* This is a slightly smaller proportion. than for all
U.S. households-—l9.5‘percen£ of.whom heat with oil.. The dif-
ference, however, chiefl& reflects differences in :egional-distri—
bution_of tdal and low-income-households; There are also some cate-
gories of households who comprise unusually high proportions of

all low-income fuel oil users.

where»Fuel_Oi; Users Live

More than hélf‘of‘allvléw—incomé households in'the‘nation
heating with oil reside in one of the states of fhe-Nbrfheast re-
gion (New England plus the Middle Atlantic states of'New'York; New
Jersey; and Pennsylvania). In 1975 this group humbered aimost 1.3
million households; they comprised an estimated 41 percent of all
low=income households in the.Northeést. No ofher region came close
in,matchingAeither‘the'number or percentage of poormhouseholds~heat-
ing with oii. In the South Atlantic states, about 23 percent used
oil; vthése;households numbered less than 600,000. Taken together, -
however, the two East coést regioné'have 76 percent of the nation's
low-iﬁcome households Qho heat with oil, but-on1y 36 percent of
the nation's low-income households. The South Central regipn;
.with the highest concentration of poor families, has almost no fuel

0il users. (See Table 10)

*Figures in this and succeeding sections on household and housing:
characteristics are from Washington Center for Metropolitan Studies,
National Survey of Household Energy Use, 1975. Another source of
data is the 1975 and 1976 Annual Housing Survey. The WCMS survey
provides somewhat more detail, but comparison of items which are
identical or closely similar yield figures which are quite close.
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TABLE 9

INCOME DISTRIBUTION OF
U.S. HOUSEHOLDS HEATING WITH FUEL OIL
VS. HOUSEHOLDS HEATING WITH GAS
AND ALL HOUSEHOLDS
UNITED STATES, 1975

Numbers in Thousands

_ ﬂ Piped-in ALl U.S.
Fuel 0il ._Gas Households
Low-Income 2,428 8,252 14,002
- 17.4% 19.0% - 19.6%
Non-low-income
Under $9,000 2,646 8,083 13,666
19.0% 18.6% 19.1%
$9,000-13,999 - 3,436 9,425 15,866
24.7% 21.7% 22,2%
$14,000-20,499 3,073 8,414 14,188
v 22.1% 19.4% 19.8%
$20,500-24,999 641 3,128 4,309
| 4.6% 7.2% 6.0%
$25,000 and above 1,363 4,811 7,221
. 9.8% 11.1% 10.1%
Total#* 13,930 43,423 - 71,484

*Details will not add to total because of non-responses on income.

Source: Washington Center for Metropolitan Studies;'National Sur-
vey of Household Energy Use, 1975.
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TABLE 10

GEOGRAPHIC DISTRIBUTION OF
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL
VS. ALL LOW-INCOME HOUSEHOLDS

1975
Low-Income ' All
_ Households Low-Income
_Heating with 0il . Households
‘ Residéﬁ;e by Region
Northeast . . : . 52.6%. ‘ - 22.3% -
South Atlantic 23.4 13.3
North Central : 14.0 - 26.8
South Central 1.1 25.1
Central City-Suburban-
_ Non-Metropolitan Residence
Central city | 32.1%  38.7%.
Suburban 39.0 19.2
Non-metropolitan 28.9 . ' 42.1

‘Source: Washington Center for Metropolifan Studies, National
Survey of Household Energy Use, 1975.
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The high concentration of fuel o0il users in ‘the Nortﬁeast,
with its often cold winters and generally highef—than-average'
price levels, places lowfincome‘fuel oil‘households in particular
jeoparéy from high and rising oil costs. Simply put, fuel oil
use is concentratedrwhere'heating demands’are relatively great>
and the costs'of other necessary items in théhousehold;bg@geﬁ
are often unusually high. For the majorityvof poor housgholds,
withv their already-constricted budgets, the situation is inherent- o
ly bad and.certain- to. grow worses. -

| .In.addition to the uneven regional distribution of 1QWhinc6me,
fuel oil users, there is also a-diffefénce in.their likélihood'qf
livingiin cities, suburbs or Sma1l towns. They are considerably
morejlikely than other low-incqme hbusehplds to live,Witﬁinvmétro?
politan areas. And within thesé a;eés théy are more likely to re-

side outside the boundaries of the central city.

OtherpCharacteristiGSaoﬁwLowﬁgncomeuFuel»oil;Users

| In characteristics other than-place of fesidenée, low~-income
houseﬂoldswwho heat wifh‘oil generally follow thglprofileffor all‘
low-income households quite closely.

Renters‘—? A majority'bf'hodseholds'in the iow-income bracket
are renters--60 percent among fuel oil users vs. 55 percent.among
all low-income households in the United States. Many renters, of
cour#e,'do not pay direétly for their use of fuel; so they will
not.aiways-be immediafely a&are of its rising cost. However, their

landlords almost certainly will respond by translating'their own
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TABLE 1l

DEMOGRAPHIC CHARACTERISTICS OF
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL
VS. ALL LOW-INCOME HOUSEHOLDS

UNITED STATES, 1975

Renters. .
Heads 65 and over
Headgfblack
He#ds female

Households with ‘5 or
more persons

Households with only
1 person _ :
Households with children
' under 18 '

Lowélncome  
Households Low-Income
Heating with 0il vHouseholds

59 7% 54..7%
35.5 37.0
20.3 25.7
46.6 51.8
20.4 21.4
37.9 %
36.0 . 36.7
71.8 *

Income less than $4,000

*Not tabulated from WCMS data file

Source: Washington Center for Metropolitan Studies, National

Survey of Household Energy Use, 1975.
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awareness into higher rents. Where eﬁergy costs go above the level
whicﬁ #he current market can bear, landlords may either abandon

the housing or change to a.use-which briﬁgs in higher revenues.
There is considerable evidence in a number of localities that ris-
ing energy?costs have recently done a great deal to erode the swp-
ply of housing available to low;income people.

Low;income renters are.furthef'disadvantaged in their inability
to téke.advanﬁége-of current federal programs tp improve_thefenergy'
efficiency»oigtheiryhemes;;.Even.whexezthey_live in éingle4family
;hoﬁes, renters areuoften ineligible to receive any‘kind of assist-
ance with weatherization. Where a weétherization'program permits
aid to‘renters, the help ié usually minimal. Some of the reasons
for these festrictions.are, of‘courée, obvious. AnAéxteﬂéive amount
of weatherization can raise the value of the property, but usually
to the-bénefit‘of the owner and,nét the tenant. The result may
be that the owner‘can now exact a higher rent from a highgr income
tenant and will take steps.to do so. The improvement méy alsoAre-
sult in a higher assessment for the dwelling, mdking it essential
for the owner to increase the rent to cover the rise in taxes.

Elderly -- A sizeable minority--more than one-third--of the
low-income fuel oil users are headed by elderly persons. For.this
group, according to our local informants, the recent increéses-h1
fuel~oil,prieeSyhave;beenfparticularlyAdevastating; -Since .they
liVéilargely on fixed monthly incomes, budgetting for expenées with
seasonal peaks such as winter fuel bills has always been a problem.

But recent price increases have made efforts to budget:heating



- 38 -

expenséswnext to impossible for many. A representative.of the
Offiée of Aging in Lancaster County, Pa. reported to us that she
found elderly persons who had sold,theif furniture and cut down
on food intake in order to meét fuel bills during the 1977—78
winter. "When they ask for help, it'Smbecéuse they're up against
the wall. They're proud; they;gon;t want tdfask'for help."
Asked ifvthére'had‘been instances last wintér wheﬁ oil_tanks B
'”hadvéctgglly gbne dry, her response waé: _“Oh;rgoodness,
yesli™ | | |

In Cranston, Rhode Island, CAP worke;s feéort thét é number
of the elderiy perépns:wholreceived help-last wihter under the
Emergeﬁ;y Energy Assistance Program told them théy had turnéd their
thermostats way dqwn‘in order to save fuel, iﬁ spite of éhe health
risks invo1ved.} Had they not received finanéial aid with fuel bills,
they'would have borrowed money or eéfén léss'in orderqtq;meét these
expenseé,

' Female-headedQhouseholds 4- Another large group aﬁong the low-

income fuel oil users aréuhousehplds headed by women; nationally, -
they are 47 percent of all poor families heaﬁing:With\oil. Many
;oﬁ_tﬁese women, according to local CAP»dfficials, are separated

or divorced and have dependent children. 1In addition to the‘prob-
lem of low income which.they share with.other poor familieé, those
who work often haveano»ohematwhome~to»pay wﬁen oi1 iSudeliveré&;
Often.theyrmust call the dealer for a night . or weekend délivery,
and an extra chargé is levied_for this serviéew

Small households -- Although there are a significant number
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of large households among poor fuel oil users, well over half are

small units-—cbnsisting‘of only one or two persons. In fact, al-

most. four out of every 10 low~income.househelds:heating with oil

is a single individual living alone. These houéeholds will often
haQe as severe delivery problems as the working mother. This pro-
portion of one-person low-ihcome households is about two and a half"
times as large as the proportion among all fuel oil—heating families

in the United States, regardless of income.

In the Northeast —- In the Northeast région,,poor fuel oil
users have a somewhat higher proportion of renters than‘oil users
nationally, a smaller proportion of elderly and female-headed house-

holds, a somewﬁat smaller proportion of small household units (though

these are still a'majoriiy; and substantially more households with

children. (See Table 12)°

Applicants for Emergency Aid--In one local community, Milwau-

kee, the local Community Action Agency made available for this

‘study tabulations on oil-using households .which-had:applied for

financial aid in meeting its fuelvbills.during the difficult win-
ters of;1976-1977 and 1977-1978. During the first winter these
applicants totalled 1,034 households; during the second winter
there»were=aboﬁt half as many--495 in all. The difference between
the two heating seasons wés not that the weather was better the
second year or that expenditures for oil were less difficult to
meet. Rather, é special program during summer 1977 had enabled
many poor households to aéply a credit against their fuel bills

for the upcoming winter.
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During both winter seasons, the bﬁlk of applicants for assist-
ance were pooi; that is, their total yearly incomes were no more
than 125 percent of the federal poverty iine. Even so, about one-
fifth of applicants during both_yearsfhad«incomes which were above
the 125 percent mark, and were therefore ineligible for aid.

In other respects, ho&ever, those who requested help were prob-
ably among the most vulnerable to prbblems caused by unexpectedly

high.expenses; Of all 495 oil-uéingrhouseholdSawho asked for fi-
| nancial helptlastawinterga30¢ﬁpr¢61apercent?hédﬁinCOmeslthch'Werev“v
no higher than the povgity line.' Almost two-thirds of those at or
below the 125 percehziiere households headed.by women. A substan-
tial nﬁmber’of householdvaeie sma11; but oné out of everygfivev
of the ihcome—éiigible households cdhﬁained.six ér more ;émBé£$;*
almost. : N S
and/one out of 14 had eight or more. About 70 percent of the
households Were;renteré;- |
'~ Relatively few of the applicants werewelderlj, however. 1In
part, this was probably aue to tﬁe»larger'proportion of'elderly
who applied for aid‘durihg the summer program ahd were able‘to‘get
ahead.of their fuel bills before the heating season began. But
it probably was also due to the reluctance of many older people,
mentioned by CAP workers in every locality visited, to seek.help

until every other recourse had been tried.
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Characteristics of Housing Units Heated with Fuel 0il

In addition to the region of;the nation.in-which thefﬁser'
of fuel oil lives and his own personal characteristics, anothér%
important determinant of the cost he pays for heat is the:housiﬁg'
in which he lives--its age,-its’size,.andﬁthé type 6f structure in
which it is located. 'fhe older the house is, themere 1ikely it
is to have béen constructed during a period infwhighvenergy supplies
seemed inexhaustible, prices weré‘low; and there was 1little incen-
tive £ouconserve. The larger the home is;~ofﬂcourse; the more fuel
will generally be7required to reach all its spaces. And the more
wallévarevexposed to £he'elements; thé larger the consumption of

fuel is likely to be for dwellings of the same age and with the
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TABLE 12

DEMOGRAPHIC CHARACTERISTICS OF _
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL
IN THE NORTHEAST REGION
COMPARED TO U.S. LOW-INCOME FUEL OIL USERS
1975

Low-Income Households
Heating with Fuel 0il

' No;theastmvfmfﬂhitedwstatesﬁp-*

Renters . . ©7.7% 59.7%
Heads 65 and over 28.4 35.5
Heads black - ' o 24.8 20.3
Heads female " 39.2 46.6
Households with 5 or ‘

more persons , 23.5 20.4
Households with only :

1 person 30.4 37.9
Households with children :

under 18 44.6 36.0
Income less than $4,000 69.6 . - 71.8

Source: Washington Center for Metropolitan Studies, National
Survey of Household Energy Use, 1975.
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same interior space.

Age of housing -- Homes and apartments heated by fuel oil in

the United States are substantially oldef, on the average, than
other dwelling units. Taking ali oil-heated dwellings together,
regardless of their occupants' income, about half were constructed
before 1940. Hencé, the youngest of these are now well intortheir€; 
fourth decade, and many are considerably'older; By comparison,
only a little over one-third of all housing units in the United
States are that old.

The housing of low-income fuel oil users is even older, on
average, than thaf of all American households heating Qith'oil.
In 1975, almost 56 percent of their homesfhad«begn ébnstructed.be-
fore 1940. Virtually none had been‘built.duriné’the enefé&fconscious
mid-1970s (the figure is estimated to be less than IO;QOOjghits
~ nationwide); .and very fe&'were:built during thé yearé 5uS£ preced-
' ing the mid-70s. (See Table 13)

In the Northeast region of the nation, housinngaé even old-
er; close to si# out of 10 dwellings occupied by lbw-income‘fuel
0il users in 1975 were of:pre-World’War II vintage; under four percent
had been built after the 1950s. |
| '6ié'£;£§igé>i;féi£éaJ£§”;éﬁeral local informants as a major
factor in high fuel oil costs for households in their commﬁnities.
| For example, an engineex in chargemof
_ one CAP.agency's weatherization program has calculated from‘actual
experience that the combination of old houses and old oil burners

raises fuel bills by an average of 35 percent over what would be
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TABLE 13

YEAR BUILT FOR HOUSING OCCUPIED BY
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL
UNITED STATES, 1975 '

Low-Income
v Households .
"Heating with 0il-

Before 1940 55, 5%
1040-49 11.4
1950-59 11.9
1960-64 | 5.9
‘196s-69 5.1
19%0572‘ |  ', | 2.3
1973-75 o *

Don't know or no
answer , 7.5

*Less than 1 percent

Source: Washington Center for Metropolitan Studies,
National Survey of Household Energy Use, 1975.
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requiréd to heat a newer house (or one properly weatherized to
cuﬁrent standards) with an oil burner operating at peak perform-
ance. In Pennsylvania another CAP workéf étated flatly: “"The big
problem here is old rental housing apd old equipment." And in
Milwaukee local officials reported that most housing heated with
oil was constructed before 1939 when insulation was not required
by building codes, and estimated that 80 to 90 percent of these
housés‘have-air infiltration problems.
Oideruhoﬁseswareageneraily“lessllikely to have insulation
~and more likely to be inflicted with cracks and other sources of
.air infiltration. 0ld houses often have o0ld heating plants as
well, 5nd these are usually less efficient than a new unit would
be. 0il burners tend to lose efficiency with age, especiélly.if
not well maintained. As a result, many fuel dealers offer service
contracts for periodic burner c1eanin§ and maintenance; these
usually cost an extra charge and are provided only to regular cus-
tomers. According to several local informants contacted for this
study, low-income households seldom avail themselves of this ser-.
vice.. In many o1der houses, also, the;oil'burner'has been installed
in a‘heater originally designed for coal. Small wonder that in
a small-scale survey of the efficiency of oil heaters in the homes
of some of his agency's low-income clients, the CAP weatherization
engineercited-abovegfgund.efficiency*levelsvas low as 54 percent,
with the average being about 65 percent., A fairly new old burner

in good condition is usually about 75 percent efficient., helsaid.
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TypéiOflhousing»-- About.foqr‘out of 10 low-income households
heating with fuelroil.reside in single-family detached dwellings.
This is a smaller proportion than among.fuel oil users genéraliy
(60 percent of whom live in freestanding‘homes) and amoﬁg-éil.;ow—
income households, where the proportion is 54 percent. On the
othe: hand, well over four out of ten low-income fuel oil uséns
reside in apartments, comparéd to only 25 percent of all héuseholds
heating with o0il and 33 percent of all low-income households. (See
Table: 14)- |

Thus, poor households which heat with oil are more likely
than other groups to live in the types of structures which are
more eﬁergy—efficient than the single-family house. At the~same
time, apartment occupants may have,iittle control over~t£e energy
they use. 'in‘fact; where fuel cosﬁs are included in the rent
thQY pay (as in:master-metered apartment structures),4they'maylnot
even know how muéh fuel they are using--nor how much its price is
increasing until_the landlord raises the rent with the éxplanétion
thét his fuel costs have.gone up. |

Size of dwelling -- Homes occupied by low-income households

who heat with fuel oil are typically modest in size. More than

six out of 10 have no more than four rooms, and almost half of these

‘contain from one to three rooms only. The median of 4.6 rooms for

low-income fuel oil users compares to a median of 5.9 rooms for-
households of all income levels heating with oil. (See Table 15)

Thus, poor households in the United States are already living
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TABLE 14

TYPE OF HOUSING OCCUPIED BY
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL
UNITED STATES, 1975

Low-Income Households
- Heating with Fuel 0il

Single-family detached . f 40.7%
Single-family attached ’ 2.6

Apartment in structure w1th: _
2 to 4 units o : , 11.9

Apartment in.structure with
5 to 8 units _ : 7.7

Apartment in structure with |

more than 8 units . 24.0
Unit in other type of structure 10.3

No answer : ‘ 2.8

Source: Washington Center for Metropolitan Studies,
National Survey of Household Energy Use, 1975.
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TABLE 15

SIZE OF DWELLING OCCUPIED BY
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL
UNITED STATES, 1975 :

Low-Income Households
Heating with Fuel 0il

1-3 rooms | - 28.6%
4.rooms: - - 33.6
5 rooms | 19.4
6 rooms . 11.§
7 rooms ' : 3.2
‘8 rooms or more N 3.3
Median rooms _ 4.6

Source: Washington Center for Metropolitan Studies,
' National ‘Survey of Household Energy Use,. 1975.



- 47 -

" in dwellings whose size should take less. fuel than the average to

heat. Nevertheless, some of the local CAP workers told of persons
they knew, usually elderly, who closed off portions of their home
last winter in an attempt to conserve fuel and cut costs. How much‘
was actually saved, we do not know. If the dwelling was still
subject to severe air~infi1tration.and the inefficientvperformh

ance of an old oil burner, the savings could have been fairly small.

-Energy'Behavior of Low-Income Fuel 0il Users

Except for some scatﬁered information, mainly of an anecdotal
nature, we foundvnozreasoﬂ;bly systematic data on measures which
poor families have been taking recently to counter rising home
energy prices. 1In 1975, when the sécond n;tional househbld-survey -
was made by the‘Washingtoﬁ Center for Metropolitan Studies,imoSt

low-income fuel oil_usefs did not report that they were keeping their

thermostats unusually low--but neither did they report keeping them

high.

Still, a rather large‘minoriﬁy said they were keeping the
therméstat set beIOW‘Gs degrees. In the nation as a wholé, about
one in five said their usual daYtime:temperature in winter Qaé 1e§s
ﬁhan 65; one in three said they kept the temperature this low at
night. Just about half reported that the daytime temperature was
under 70 degrees, and more said they kept their home this cool
during the night. (See Table l6f

| Countering this effort to keep thermostats at What then seemed

fairly reasonable levels was an appalling lack of energy-saving
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TABLE 16

USUAL WINTER TEMPERATURES REPORTED BY
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL 
UNITED STATES, 1975

Low-Income
Households A
‘Heating with Qil

Under. 65 degrees 19.7%  34.6%
65-69 degrees 29.3 27.0
70-72 degrees 30.7 25.8
73-75 degrees - 10.3 7.7
More than 75 o

degrees - 4.5 - 2.8
Don t know or no

answer« . - 5.5 - - 2a1.

Source: Washington Center for Metropolitan Studies,
National Survey of Household Energy Use, 1975.
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amenities~in many low-income homes. Among those households whose
hoﬁegrwere heatéd'by fuel o0il, fully one-third reported in 1975
that there was no insulation in either'Wﬁlls or ceiling of the
home. ‘This percentage translates into an estimated minimum,of
more than 800,000 iow—income-homes known by theirtdccupants ﬁo be
unprotected by insulation. (Another 20 percent replied that they
did not know whether or not the house was insulated.) Almost half
of tﬁesg.families.Lived in the Northeast region of the nation where
winters: are. seldom- mild-and insulation would seem an essentialw 
féature'of»every dwelling. (See Table 17)

More than one-half of low-income fuel oil users said they
had no;storm windows oxr inéulating glass on anonf the windqwsrin_
theif:homes. This figure representéd almost 1.3 miliibnfﬂéﬁééﬁéi&ﬁ,"
of whom almost half lived in the.N‘orthelast; ' And of those ’f];.ow.-ihc'bine |
families whose homes had exits to £he outside, more than 900,000--
or almost.halfé-said there were no storm doors on any of the exits;
well over half of these resided in:thefNo:theast.

-In 1975, of cohrse,drapidly rising energy prices and the
specter of foreign oil embargoes was still a relatively new pheno-
.menon, and few American families at any income level had taken major
steps to improve the weather-resistence of-their homes.

-Since that time, however,‘thousénds of'poor'householdSahave
been-aided«with:wéatherization»of;their“homesnby the:Community Ser-
viceé-Administration and, more recently, by the U.S. Departwent

of Energy. Beginning with Project Fuel in Maine in 1973, more than
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TABLE 17

ABSENCE OF ENERGY-CONSERVING FEATURES
IN DWELLINGS OCCUPIED BY
LOW-INCOME HOUSEHOLDS HEATING WITH FUEL OIL
UNITED STATES AND NORTHEAST, 1975 '

United States __ Northeast
No insulation in walls
or ceiling
Percent of low-income
fuel. 0il -usexs. . ' 33.8% 29.9%
No. of households o 821,000 - 382,000 .
| ~ No. storm doors
Percent of low-income’ ‘ N
fuel oil users 46.7% 51.0%
No. of households 920,000 501,000 -
No storm windows or insula-
ting glass
Percent of low-income R ,
fuel 0il users 53.4% - 44.7%
No. of households 1,297,000 571,000

Source: Washington Center for Metropolitan Studies, National
' survey of Household Energy Use, 1975. '
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- 350,000 poor homes had been weatherized under the CSA-assisted
prograr through m1d—1978- and | an-estimated 5,000 additional
households received help under the DOE program. - Not all of these
homes were heated by o0il, of course; but many of those located in
New England and the Middle Atlantic statesiunquestionably,were.
The comblned total of homes weatherlzed in the six New England
states, as of the close of 1977, was reported tobe 30,170; the
comblned total for'the_states of New York, New Jersey, and Penn-
sylvaniagwas 34,146;' Altogetherpthese dwellingsntotalled more
than 64,000 homes--a significant contribution, but still far. short
of the total number of low-income homes in the Northeast and far
short also offpoorlhomes.uhich'were-heated with oil and lacked -
basic energy-conserving features in 1975.
What has thiS'weatherizationfassistance generally included?

During the first year or two,raccordlng to staff of the
Cranston program, funds were llmlted and the materlals cost.per
vhousevthere probably averaged no more than $40 to $50. This sum
might be spent‘oh air infiltration problems and could include caulk-
ing, weatherstripping'doors and windows, replacing broken windows,
~and a three-inch layer of insulation in the attic. More reCently,
uaccording'to the Cranston official; weatherization measures have
included conventional storm windows and doors (plastic proued-too
fragile), pluswmoreufnsulation._ .

| . There is no question that CSA-sponsored weatherizatioh efforts
have'reduced_energy consumption for many of the households who par-

ticipated in the program. Nationwide, reductions are said to run
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as high.as 20 to 35 percént after weatherization. Despite rising
peﬁvﬁﬁit prices there may also be reductions in the annuaivexpén-
ditures made by the family for,energy. 'in a recent survey of paréA
ticipants in its weatherizatidn program, Southeastern Vermont Com-
munity Action, Inc. found that families who heated primarily with
oilbpaid an average of 1l percent less for that fugl_éuring o
the heating season immediately followinghthe weathe:igéf;gnvqf 
Atheii hqmes. DR
Never;heless,¢therpfismbn;y;sommuch«thatﬂfthese¢ weathenizagu.,
‘tion measures can accomplish. As oil prices continue to rise, the
 family whose home has been Weatherized may find:itself.stan&ing
in thefsame place in itsﬂexpenditurgs for fuel; itrmay even begini
to spend more.while uSiné less.  Tﬂéfé";ré'also.ﬁéﬁf éépéets’of
the profilevof(loW—income‘househéids and;their housing-which furf
ther liﬁit the effectiveness of present weatherization efforts.
For example, a majority of low-income fuel oil users are reﬁt—
ers. Inlmany communities weatherization assistance is‘évailaﬁle 7
only to homeownefs; in others renters receive only minimal mea-.
sures. Age of housing is also an important deterrent to effective
~reduction in energy consumption. While it is guite possible to
do a great deal to halt air‘infiltraﬁion and conserve heat in old
houses, most available measures may not be nearly as'effective
as those achieved inwa‘new dwe1lipg.whoSéuinitial'design’tOOk into

account the achievement of maximum energy efficiency.



IV. SOME POLICY AND PROGRAMMATIC ALTERNATIVES

Several approaches have been tried to date to alleviatihg
the problems created by rising fuel oil prices. ‘They includes:

(1) price controls (which have been dropped, but whose re-
instatement is being advbcatediby some) ;

(2) special financial assistance (which has been provided
on a crisis basis by two different federal programs in the last
two winters-ethe Special Crisis Intervention Program in 1976-1977
and the Emergency Energy_Assistance Program in 1977-1978); and

(3) weatherization efforts (of which by far the largest
supported bj federal funds to date has been the CSA program).

It is not our intent in this chapter to attempt an evaluation
of any of these approaches. All of them, as well as others unspe-
cified*hereﬁfmanbeéréquiréd*té“meet:aspects“of“the-need; All of"
them have their drawbaqks, and so migﬁt others. Howéver, our dis-
cussion is intended to help in a small way to clarify the dimensibns
and complexities of the overall problem to which they are addfessed,
and hence to stimulate and assist in a constructive re-examination

of the policy and programmatic options now available.

Emergency Financial Aid

- In the past two winters, two slichtly different federal ap-

proaches have been taken to meet the acute needs of low-income

s
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families faced with discontinuance of their heating fuel service

"because of inability to -pay their bilks. 't -a nunber of states,

legislatioﬁ has also prohibited thé regulated utilities from cut-
ting off service for unpaid bills during the coolest months--al-
though some states havevimpbsed a financial limit to this protec-
tion (in Rhode Island it is $250).

From a practical standpoint, these approaches:have had an
important (if hard to demonstrate) positive éffect. There have -
been veryrfew reported deaths by héuseholders attributable to heat-
ing fuel cutoffs since their initiation. There almost certainly
would have been some withoﬁt them. But the basic problem remains
a budgetary.one, and these are at best stopgap measures which
leave fhé‘main source of difficulty untoucﬁed. our figld inves-
tigatiéns turned.up a_nuﬁber of problems of practical implementa—
tion.

’Onefinherentfprdbiém‘iS?cémmdn“fo“anY*prcq:am”with"an
income test for eligibility. it is that hOuseholds-qut above the
eligibility levels, no matter how acute their need, obtain
no benefits., others who are "fortunate" in having.incomes'jQSt

below the maxima receive full benefits.

Weatherization
Weatherization helps with one of the most serious inequities
in the present situation. Tt is an inequity with three components.

The first is that households who usé fuel oil are so heavily con-
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centrated in the very parts of the nation where winters are cold-
est. Tﬁe second is that these .areas also have disproportionate
concentrations of old,'deteriorating, energy-inefficiént housing.
Thégthird,component is that this housing is disproportionately

be able to
occupied by low-income households who are least likely to/pay the
‘high fﬁel billslthat result.

Over the lqng run, also, governmentally-supported weather-
iéation programs’have the potential for contfibuting significantly
‘to-thé‘nationalrgoal of conservation, a point which cannot be made
for:any other approach discussed here.

Weatherization haS‘somé important limitations, however.

The first is that it is of comparétively little.help to low-income
vrentérs- In fact, weétherization.may actually harm some of these
~tenants by\the’fact that--unless only minimal work is éone on the
property--it improves it to the extent that the lahdlord can exact
.a higher rental from-the}sameﬁorgothgr&tenants;~usinCE~many of these
.renters can afford the property only because it is in poor‘condi-
tion and the rent is low, and since they have few other alterna-
tives, a serious displacement problem could result. Many low-income
renters who pay.their own fuel bills are‘reported'torrefuse weather;

ization assistance for thisAreason, even though the supplying agen-

cies have sometimes insisted that the landlord agree to forego

rent increases for a year after treatment.
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Another‘problem is the overall cost of weatherization. Al-
though its economic benefits can be expected to repay tﬁat cost
over a relatively few heating seasons, particularly for those low-
income dwellings in worst condition, the expenditure must still
be met out of the federal treasury. The Community Services Adminis-
tration estimates that the average_materials cost for optimal wea-
‘therization'bf low-income homes--which it strongly recommends be
done——wbuld‘come to aboutw$800~pervdwelling.‘ At this time, most
_CSAesuppo?ted_projects_havé spent much less on the average, usual-
ly between $200 and $300. Labbr is usually supplied by CETA work-
- ers, and is_not included in‘theSe;costs; but if it were it would
| add, at the minimum, another $300 to $400.

CSA esﬁimates that about 10 million low—incsme'dwellings
are in need of weatherization, a figure which accords guite close-
ly with overall statistics frém the 1975 WCMS National Survey of
Household Energy Use. To weathefize all of them optimally, there-
fore, wouid costian estimated $8 billion in materials élone. f£e
program from its initiaﬁion in 1973 to date haS‘weatherized an
estimated 350,000 unifs,'many of them less than optimally. Much
bf that has occurred in the past year, and hence progress is ac-
celerating. But even at the reéEnt pace, it would take several
decades to compleﬁe all 10 million. A CSA official estimates
that the program éould be stepped up to a 1eve1 of perhaps $400

" million a year in materials cost without difficulty. At optimum



- 57 -

weatherization, that would be 500,000 dwellings. More than that
number, he believes, would be difficult to handle, since there are
limits to the amount of skilled supervisory labor available. (CETA
workers are largelj untrained, and adequate supervision is absolute-
;ywessential.) At 500,000 units aﬁyéar the program would take near-
ly two decades to complete.

CSA's estimate of $800 per house on averagé is based on
studies by the National Bureau qf Sﬁan@ards which indicate thét
it is possibie-to achievelmore.than a édzpercent reductibn in
eﬁergy consumption through éppropriate-weatherization measures. -
Such measures are,heither~inexpénsive nor instantaneods, but
they can very well serve to reduce energy expenditures for
;ow—income households to an extent that ﬁakes a real difference
=t0-€heir.budgets over the long run.

In contrast, the Department of Energy, according to recent
'testiﬁonyiby1secretary“Schlesiﬁger,'plans to weatherize 800,000
homes for a total cost of $200 million or $250 per hOme._‘The
expected reduction in consumption is 14 percent. From the stand-
point of the nation's energy economy, this is a worthwhile
éaving. But from the standpoint of the low-income household,
the recent rate of oil pricé:increases would wipe out its entire

monetary saving in less than two years.
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In short, weatherization is neither a quick nor cheap "fix,"
although it is a worthwhile@ahd:costéeffectiveaOneuover.the long-
term. Meanwhile, rising heating oil costs continue to press hard-

“er and harder on low-income budgets.

0il Price Controls

Price'controls are disapproved by many because they interfere
with free—méﬁket mechanisms andAhavé dﬁbiousnlong—run béhefits.
over the short term, howevér, they may be required-.as a stopgap
until other measures.can be implemented. The presen£ situation
of rising oil prices is, we believe, one which justifies their ap-
plication- Despite their limitations and even their negative as-
- pects, thé-presehtAéituation réquireé S their iﬁpoéitién;

In the face of oil prices that are;ﬁeginning to sqﬁeeze out other
necessities in thevbudgets of low-income households, especially in
:eiledepgndent areas--and given the cost and pace of weatherization
énd the limitations and inequities of emergency financial aid--

controls may be the oﬁly Qay to avert a crisis of the most serious

proportions.
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COMPARISON OF SURVEY RESULTS.WITH‘INDEPENDENT DATA SOURCES

The 1974-1975 base data on fuel oil expenditures and charac-
téristics of fuel oil usérs which formed the basis for this
analysis were collected by means of a samplevsurvey, the WCMS
National Survey of Household Energy ﬁse}' This survey was carefully
designed to obtain data as representative as possible of all.U; S.
households from a national proﬁability sample of almost 3,200
'thusehold’requndents. | |

| Nonethéless,fall survey results are subject to erfor;vaénce,
befofe using the data in this and other reports and publications,
we checked them out fof accuracy against a variety of indepehdent
data'sourCes. Some of our comparisions are shown in the tables
of this Appendix.: While close similarity of results between
such sources does not conclﬁsively érove~their accuracy, it
does ﬁélp to increase ohe‘s confidence in them,

Table A shows selected demographic chara~teristics of bﬁé
v. S.Vpopglation~as a whole as measured by the WCMS Household
Energy Survey for 1975 (WCMS) and the Census Bureau's Current
;Population‘Survey_(CPS) for the same year. The CPS is a continu-

ing survey, now covering over SO,UOO'U; S. households. It is the

* For further details on this survey, see Grier, Eunice S.,
Colder... Darker: The Enerqgy Crisis and Low-Income Households.
U. S. Community Services Administration, 1977.
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APPENDIX TABLE A

COMPARISON OF SELECTED DEMOGRAPHIC CHARACTERISTICS
FOR THE TOTAL POPULATION AS MEASURED BY
1975 WCMS HOUSEHOLD ENERGY SURVEY -{WCMS)
AND CENSUS CURRENT POPULATION SURVEY (CPS)

WCMS ~ CPS
% %
Race
White  87.2 88.5
Black : 11.3 10.2
Other and unknown 1.6 1.3
Househol& Size
One person : ' 16.1 19.6
Two persons ‘ . .- 30.2 - 30.6
Three persons = -~ = - - 17.5 17.4
Four persons ' ’ ' - 18.3 15.6
Five persons . . 9.8 9.0
Six or more @ o ‘ _ 8.2 7.8
Presénce of Children
One or more under 18 . 44.6 43.9
One or more under 6 = - 20.6 ' 20.6 .
Age of Head
Under 35 _ 27.6 29,2
35-44 | 16.6 1 16.7
45-54 18.3 18.2
55-64 . 16.6 15.9
65 and over ’ +'18.4 . 20.1
Education of Head
LESS than H. So ' 38.9 37:.7
H. S. but 1ess~than=cqllege. , 44,7 46.6 -

College graduate or
postgraduate 15.8 15.7



~accepted source of national demographic data between the'every—
ten-Year feaeral censuses. Note the close correspondence of

the percentages for the various population>categorie5;from the

two surveys. The comparison suggests that within close tolerances
both survey samples were representative of the same hoﬁsehold
“universe;" | |

‘Table B shows the income distribution forvfuel‘oil users as
measured by the"l§75 WCMS ﬁousehold Eﬁergy Survey and another
'cantinuing Census Bureau source, the Annual Housing Survey (AHS)
for . 1976. The AHS, taken for the U. S. Departmeﬁt of Housing
and Urban Development, is aﬁhational‘survey'of 89,000'households
which gathers a van;ety of data, especially‘on-the housing‘unit;

The income categories used in :the tﬁo surveys'were-somewhat
different., 1In additioﬁ, there was a one-year interval between
the two, during which incomes were rising. The latter fact may
account»for'muchwof“thewdifferencewsh0wnffor.the over-$25,000
income category. ' For othef comparaﬁle categories, however, the
perceﬁfages are quite similar--indicating that within close
tolerances the two surveys were measuring essentially the
-séme universe of.fuel oil users.

Appendix Table C compares reported annual average expenditures
for electricity and piped-in gas between the 1973 WCMé Household
Energy Survey and the 1972-1973 Cénsumer Expenditure Survey (CEX),
taken.by the Bureau of the Census for the U. S. Bureau of Labor

Statistics., The WCMS survey has been run twice, once in 1973 and
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APPENDIX TABLE B

COMPARISON OF INCOME DISTRIBUTION

FOR FUEL OIL USERS AS MEASURED BY
1975 WCMS HOUSEHOLD ENERGY SURVEY (WCMS)
AND HUD-CENSUS ANNUAL HOUSING SURVEY (AHS)

7

WCMS AHS*

(1975) (1976)
% % -
Income -
Under $5,000 _ B o 19.3
Under $6, 000 - 21.4
Under $10,000 ' 42,1 . 42,0
$10,000-$24,999 : 45,6 _ 44,8
$25,000 and over . ' 9.8 B 13,1

*Source: 1976 Annual Housing Survey, unpublished tabulations.



COMPARISON OF REPORTED ANNUAL EXPENDITURES
FOR ELECTRICITY AND PIPED-IN GAS
AS MEASURED BY
1972 -~ 1973 BUREAU OF LABOR STATISTICS
CONSUMER EXPENDITURE SURVEY (CEX)
AND 1978 WCMS HOUSEHOLD ENERGY SURVEY (WCMS)

EleCtricity

Piped-in Gas

- 63 -

APPENDIX TABLE C

WCMS
(1972-1973)

$193.50

166.50

(;972)‘

$193

165

(1973)

$219

176



- 64 -

.again-in 1975. The CEX, with a 20,000-household sample; has
not been run siﬁce 1972-1973, although preparations are now
underway for another run. Thué it was necessary to compare
‘it with the first WCMS survey, rather than the most recent.

The two sources used'somewhat different'meﬁhods-to
ﬁeaSure:fuel expenditurés;j The WCMS survey obﬁainedvdéfé:'
directly from utility bil;ing records for electriéity'aﬁd na-
tural gas; ‘the CEX used a-self-repofting‘procedure fairly si-
milar to that usedvby‘the WCMS sﬁrvey'fbr fuél-oil. The WCMS
survey was taken in a single month, although utility data were
for a full year. The CEX was spreadrover two years, 1972 and
'1973; the results for each yearaaré’shown separately ihfthe
- table. |

Despite these differénces;‘note the close correspondence in
reported expenditures bet&een the two surveys. This is particu-
1ariy true for the CEX results for 1972. The CEX 1973Adata.would
be expected to capture more of'the-energy price:rise‘duringithat
year fhan,the-WCMS'survey, which was taken invMay'of 1973. It
appears that both surveys were measuring éssentially the same'
quantity,‘

Finaliy} Table D compares the median annual cost of fuel oil
as reported in the 1975 WCMS survey'and.the’1976 Annual Housing
rSurvéy. Note that the AHS median'is-$16 (approximately four per-
cent)‘lower‘than the.WCMS median. The two surveys are for differ-

ent years, but this should make for comparatively little difference
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APPENDIX TABLE D

COMPARISON OF FUEL OIL EXPENDITURES
AS REPORTED IN.
HUD-CENSUS ANNUAL HOUSING SURVEY (AHS)
AND WCMS HOUSEHOLD ENERGY USE SURVEY (WCMS)

WeMS | AHS

1975 1976%
(FUEL OIL ONLY) (FUEL OIL, KERO-
- SENE, COAL,
WooD, ETC.)
Median Annual Cost  § 378 . $ 382

* Source: U. S. Bureau of the Census, Annual Housing Survey,
1976, unpublished tabulations. See- text for -ex-.
planation of differences between AHS and WCMS Sur-
veys. - :
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"~ in the results. (In 1975-1976, measured by the AHS, a seven per-
ceﬁt‘rise‘in fuel oil costs waé largely counterbalanced by a five
percent warmer winter than the 1974-197slseason, measured by the

WCMS survey.)

Other divergences between the two surveys prbbably.account
for more of the difference. Probably the most significant is that
the AHS did»not'separaté expenditures for fuel oil from those for
a miscellany of other fuels——including'kerosene, coal and wood.
WhileufueluoilmiSwthesmostmfrequentlywused«ofrtﬁisggroup, the
otheré have significant usage. Kerosene, fpr example, is used
by over one million households. KXerosene is used predominantly
in spaée heate;s,_often in warmer areas. The reported expenditures
from the AHS can be expected to be somewhatrldwer than tﬁose from
éﬁe WCMS survey for this reason. When this fact is allowed for,

the two appear very close.
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. Electrosintie Copy Mads Y

for P&?FE"“]@W&"WKLE:i’JASHINGTON o’
o hance - Y | ,</ef/7

President Carter is now a hero in Washington--where three
weeks ago the popular theme was to berate him as "ineffective"
‘and "lacking in Presidential qualifications." There was talk
of Carter not measuring up to the job. A lot of the "Washing-
ton crowd" didn't believe a farmer from Georgia_éould handle the
delicate problems of international affairs..but now we see
fickle‘Washington officialdom and certain elements in the media,
true to the old "pack" ihétinct,vsuddenly heaping praise on the
President and declaring total support for him. Now there's talk
about a Nobel Peace Prize. Where were all these admirers and

supporters when Carter needed them?

One of the President's biggest problems haS»been,therv
skepticism, foot—dragging and opposition in the»Cohgréss and -
among the entrenched bureaucrats in»Washington. These forces
have.worked to stymie the kind of dramatic progress on the
domestic front that the President achieved in international
affairs at Camp David. That's been an underlying cause of the

public perceptions of Carter as uncertain or ineffective.

The pdint is: Jimmy Carter hasn't changed. He has sted-
fastly maintained his course all along. At Camp David, he set
a goal, and worked with skill and determination to reach it.
By no means was'fhis a change of style, method, approach or

philosophy. That's the domestic lesson of Camp David. And from
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.flrst hand experlence, I belieVe;that'beforefhe's throﬁgh, we .

w1ll see real progress agalnst 1nflat10n and other tough

o

: 3 !
problems...and the'Amerlcan people w1ll see a\more~accurate

.vplcture of thelr Pres1dent....,' . = :
. i .. T o ! '
.
I
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MEMORANDUM FOR THE PRESIDENT

Subject: Highlights of Treasury Activities

1. EPG

Pending your decisions, preparations continue on the
wage-price program. ‘

Over the next two weeks, the EPG will be examining our
fiscal policy options for FY 1980, in light of updated economic
forecasts. I believe it's clear already that the squeeze on
spending will have to be even tighter than we imagined. Other-
wise, we will show a deficit reduction, 1979 to 1980, of
significantly less than $10 billion ~-- even without any further
tax cuts. In fact, anti-inflation tax cuts -- TIP, Social
Security, etc. -- will also deserve close study. As a result,
it is essential in my view that spending be cut back as far as
possible.

2. IMF/IBRD ANNUAL MEETINGS

The meetings produced cautious optimism. A consensus was
achieved on a 50 percent increase in IMF quotas covering a
5-year period and an allocation of 4 billion SDRs annually for
3 years. General agreement was also reached that negotiations
on a general capital increase for the IBRD and an increase in
IDA resources should proceed as expeditiously as possible.
Equally important, the meetings instilled some sense that the
principal economic problems of the past few years are being
overcome and further improvements are under way. Your
participation made an important contribution by underscoring
your personal commitment to take the actions required for a
sound dollar. Finance ministers, however, did emphasize in
discussions with me the importance of early U.S. action on
inflation and energy, if this enhanced confidence is to be
sustained and reflected in the foreign exchange market.

3. THE DOLLAR

The dollar continued to experience selling pressure this
week, despite the improved Auqust U.S. trade figures, further
increases in U.S. interest rates, Senate passage of the natural
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gas bill and the consensus reached at the IMF and World Bank
meetings on the outlook for narrower payments imbalances.
Private bankers are focusing primarily on the inflation issue.
Over the week, the dollar did not depreciate significantly,
but the Treasury and Federal Reserve intervened at times to
settle trading conditions.

4, FOREIGN AID AND WITTEVEEN

- The Foreign Aid appropriations conference completed its
work Wednesday. Witteveen was fully included. The outcome on
| foreign assistance was quite satisfactory -- the total increase

is 30 percent over last year and 70 percent more than the last
effort of the previous Administration. There were major
qualitative improvements with significant inroads into IDA.
arrearages and complete elimination of IDB and Asian Development
Fund arrearages. Words of thanks are in order to Inouye,
Schweiker, Obey, McHugh and Conte. We are moving rapidly to
obtain final Congressional approval of our participation in the
Witteveen Facility. The only remaining hurdle is to ensure
acceptance of the authorization and appropriations conference
reports.

5. SUPPLEMENTARY FISCAL ASSISTANT LEGISLATION

Last Saturday the Senate amended and then passed a key
element of your urban policy -- a bill to extend fiscal :
assistance to distressed local governments. The Senate bill
is quite similar to the Administration's own bill. The full
House will take up this legislation next week, and the vote
may be quite close. We are working hard to obtain House
approval.

W. Michael Blumenthal




THE SECRETARY OF TRANS‘PO_RT:ATIONi
WASHINGTON, D.C, 20590

September 29, 1978

MEMORANDUM FOR THE PRESIDENT

ATTENTION: Rick Hutchesop| Staff SecYetary
FROM: Brock Adams |

SUBJECT:  Significant Issuds—for the Week of September 25

Nationwide Railroad Strike - I have responded to the White House request
- for two memoranda regarding the nationwide railroad strike and also

to Secretary Marshall's request for meetings and full information to
assist him. I will, of course, be available now and over the weekend

if you wish to give me instructions to contact any parts of the govern-
ment or any of the parties involved in the dispute.

Surface Transpertation Bill - On Thursday the House passed this bill

by a 367-28 vote, the spending levels of which are unacceptable. T met
today with representatives from OMB, the Domestic Council, and Frank
‘Moore's office to focus our efforts on the Senate/House Conference. 1I.

appreciate your willingness to directly 1ntervene with the conferees '
if necessary. .

Airline Regulatory Reform - Since our meeting with the House-and Senate
Committee Chairmen, the conferees on this bill have been appointed

and have held one meeting. We will coordinate with your staff and do
-everything possible te conclude this as soon as we can.

Airline Safety - This week Federal Aviation Administrator Langhorne Bond
and I issued proceedings for tighter safety regulations for commuter
airlines and air taxis. Unfortunately the San Diego mid-air collision
overshadowed these new airline safety requirements which revise the
existing reqgulations to make them more consistent with the changes in
aviation which will occur due to the regulatory reform and CAB
administrative action on these initiatives. The FAA, National
Transportation Safety Board, and local officials are now working to
determine the cause of the unfortunate mid-air collisien in California.
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Graciela (Grace) Olivarez,A “AT“”»
gHCOmmunity'services Administration o

CSA Reauthorization (H R. 7577) : ' & o
;House and "~ Senate conferees .met’ again on MOnday. September 25, 1978 in an
weffort to' reaolve remaining differences" concerning ‘the’ Headstart allocatio

formula and th"National Advisory Cbuncil on Economic Opportunity. “Coti~'

fer o f Tagreement ‘and- no future meeting has been rscheduled.

Continued autho zation -for: the Community»Services Administration (CSA) and™

ite programs would ‘be. extended by 'HéJiRes. " 1139, a continuing- resolution

--for-:Fiscal .Year -1979.. -If this ‘resolution;, is not -enacted - ‘and signed by the :-ig -
‘*President by' midnight September -30; . 1978, however, CSA, together with e

oeveral other agencies and departments, will be without legal authority to- o
conduct business. ,;- ' CL I e & . EEE I
Solar Heat for Low—Income Homes~ et

" The: Department .of . Labor . (DOL),, Ibpartment of Energy (DOE) and CSA this week

'-announced “fen’ sites for a national $3 6 million demonstration project of.

;fsolar -heat in’ low-income homes. The solar technologies will be installed
by 225 eubsidized CETA trainees in .about 700. homes, with: no’ more than $1500
being gpent - for materials in any one honies ; Grants total $750 000 from DOE}
- '$650,000 from CSA and $550 000 from DOL, with $l 6 million being provided
by CETA prime oponsore B b '

Community Food'and Nutrition Programs o S : : oL
*-Of the many grants- processed /by : CSA within the last weeks'of Fiscal Year"
1978, ‘almost 1,000 grant requests . involved the Community Food: and . Nutrition

,'Program (CFNP). LOf these requests, 185 were - from Indian tribes: and-organi-
fzations, -which: for'the first time since: 1973, ware rated and” ranked in(CSA
Headquartera by a lO-personupanel composed_of Indians\as‘well as’. represen— :
.. tatives from the  Departments: of Health; ‘Education and welfare, Commerce )
Labor} as well .as CSA. RegionaltOffices‘ ‘ :




.. Seprember 29, 1978 .1

TffCSA Reauthorﬂzation (H R. 7577) w o i P e 2
< House and " Senate’ conferees met:: agein ‘on- Mbnday, September 25. 1978,~ n'an
'#effort to resolve remaining differences coucerning the Headstart allocation

'ff‘Continued authorization for’the~Gommunity_Seryices Administration (CSA) -and
jf_its programs. “would ‘be extended by ‘HeJoRes. " 1139 a- continuing resolution IS

- .. for, Figcal Year 1979. “If this resolution is- not enacted and signed by the'}
. 'President ' by: midnight- September 30, :1978, however, ,CSA “‘together ~with .
~ 'several : other"agencies and ‘dej trtmente }will be - without legal authority to.
;;conduct business.;< Pooewd

“,lsolar Heat for Lowelncome Homes L e ERRERE
 The Department -of . Labor (DOL), Department of Energy (DOE) and CSA thie week
;,announced ‘ten: eites for @ national $3.6 million demonstration project of
?%solar ‘heat. in: lowwincome ‘homes +-.-'The” solar technologies'will bes instelled
: {n=by 225 subsidized CETA traineee in ‘about 700 : ‘homes, with no ‘more- than $1500-°
'-?.being ‘spent for materiale 1in any one home. -Grants. totel $750 000 from DOE,“'
... $650,000 -from. CSA and $550 000 from DOL with $1 6 million being provided
o ;5by CETA prime sponsors. R s P

E Community ‘Food. and - Nutrition Prﬁgrams,, : T R
- ~0f the. many grants :processed -by.CSA-w thin the last weeks of Fiscal XEar
- 1978, almost 15000 grant' requests. involved the: Cbmmunity Food. -and - Nutrition
++" Program . (CFNP).J Of these ‘requests,: 185 were- from Indian tribes and organi-J
. -zations,ywhich for the=first ‘time since’. 1973 were. reted -and’ ranked in CSA
‘”;,Headquarters by a. lo-person penel composed of Indians as well"as represen- -

'lmpact of . High ‘Fuel.
’The Grier Partnership*




lommittess. was very pcaﬁiﬁre. *"Onr £ollow ofi :

[ contacts indidates both chairme ‘much impresse& by your grasp of the
e e iss&es and your aim:ere desire to ‘worlk out aceep‘hab}.e legislaﬁmn with .
“a réasonable price tag. “Fivet meeting of a joint ‘House-Jenate- conferen 3
: is slated for September 29, and indications are ﬁhat conferees wﬁl be
reasonably claaeto agreement S ‘

;;o“f Hill Veterana Aﬂiair 5 Compat

Philiggpine ‘.'Eerminai:ion Antlmrity for VA m diual grante to. '\fetara

" Memorial Medical Center in Manila: expirea 9[30]78 A% praaanl; 298 W

,’E‘ilipino veterans are. patients in the center. under the $2- million a year

VA grant Pprogram, Responsibﬂity fof. these and ;similar type futyre

paﬂenta reverts to Republic. ‘Ferminatio also. imeans lay off of about

- 40 employess (all Filipinos) fn VA'd Ma: a office, VA aid program =
‘.gtarted in 1948 and has been extended several 'l:imea in subséquent 'years.
VA &astiﬂeé againat ad&itional e:d;eneion, and your budget requested no L

’I’his ié down ahouﬁ 3250 mmion a.nd $300 million. respecuvely, from
First CBR ‘bt is almost $Z billion in ‘budget &\Sthority'. and 8.4 bﬂlion

" in outlays ovar your budget . reqiest, However, VA's F'Y 1979 appr'o.-’ -
. ;‘ priations aa passed by (;ongreaa, is only about $20 mﬂl&on over ym.ir




THE WHITE HOUSE
WASHINGTON

October 2, 1978

The Vice President
Hamilton Jordan
Stu Eizenstat
Tim Kraft

Bob Lipshutz
Frank Moore
Jody Powell
Jerry Rafshoon
Jack Watson
Anne Wexler

Jim McIntyre
Hugh Carter

Re: Cabinet Summariés

The attached were returned in the
President's outbox today and are
forwarded to you for appropriate

handling.

Rick Hutcheson
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THE WHITE HOUSE
WASHINGTON

10/2/78

" Ambassador Bob Strauss

The attached was returned in
the President's outbox. It is .
forwarded to you for appropriate
hand]:ing.

Rick Hutcheson




meﬂma&nﬂ» @opy Mads
fov Pmsanmﬂ@n Purposas

- . THE SPECIAL REPRESENTATIVE FOR
' TRADE NEGOTIATIONS

WASHINGTON '
20506 L ( E N
September 29, 1978

MEMORANDUM FOR THE PRESIDENT

From: Ambassador Robert S. Strauss|

Subject: Weekly Summary

By now you have received my response to the concern you
expressed with respect to sending up legislation with

respect to countervailing duties. I have been 1nv1ted to
speak before 50 members..0of the House ‘next Thursday - -

on this subject. It should be productive. If we are able

to resolve the sugar controversy the chances are

modestly = good we can . succeed with respect to the extension.

As I dictate this, Senator Hollings is introducing an amend-
ment on the floor of the Senate to take textiles out of

the trade negotiations which would probably kill or at least
maim the talks badly. This illustrates the hostile trade
sentiment we are working against on the Hill.

We are renewing, at a level below me, our agrlcultural
negotiations with Japan next week.

I am dictating this memorandum long distance from California
where Governor Brown and I have concluded a very good meeting
with the entire agricultural community of California. In my
judgement, it was productive for the Administration and for
the Governor and I am certain he fully agrees.

I continue to be strongly impressed with the possibilities »ege
of using the tax cut in our inflation fight and I would not 4
want to sign off on any program till it has been fully <o
explored. -
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THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE ng//7
LR WASHINGTON, D.C.20201 -
September 29, 1978 ,////

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Weekly Report on HEW Activities

The following is my weekly report on signficant activities
in the Department of Health, Education, and Welfare:

Cost Containment. In the last 24 hours I have spoken
to Senator Byrd and Senator Baker. They have agreed

‘ that cost containment should go to a floor vote.

Senator Byrd said that cost containment is an excellent
Democratic issue, and he may be calling you about it.

- I hope you will urge him to find time as soon as
possible next week for the vote. Senator Baker said

he is opposed to any Republican filibusterg

Anne Wexler has done a first rate job of bringing
in outside groups. But it is imperative that the White
House legislative staff now follow your lead in making
clear to the Hill that the Administration strongly

‘wants a vote and strongly supports the Nelson amendment,

Win or lose, this is a good budget and inflation reducing
issue for you. And our present count in the Senate
shows 40 right and 40 wrong. The undecideds and leaners
could give us a majority if we can bring enough of them
home.

There is another reason we should continue to
press until the bitter end. Other Senators may try to
introduce a cost containment amendment to the tax bill.
We will, of course, want to support it. But we must
not lose the lead on containing health costs. That has
been your issue since the beginning of the Administration,
and as we move forward with a National Health Plan your

identification with that issue w111 be even more
important. :
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Elementary and Secondary Education. In an important
legislative v1ctory for you, the Conferees have agreed

upon a bill that is quite similar to your proposals in

most 1mportant respects. The Conferees adopted our
provisions concentrating funds in areas of greatest
urban and rural need and a slightly modified version
of our basic skills proposals. Due in large measure

to your pressure, the Conferees opened up about 20 per-
cent of the Impact Aid program to the appropriations
process. Although: they did not precisely adopt our
reform proposals, this is the first time any President
has made a dent in Impact since Eisenhower started
trying more than 25 years ago. This legislation is

a big achievement for you, and it should be capped with
a signing ceremony.

Campaigning and Bill Signing Ceremonies. A technique
we used at the end of the 89th Congress to get public -
attention and recognition of legislative achievements
was for President Johnson to sign various pieces of
legislation in different cities around the country.

The success of your signing ceremony in New York City
attests how effective local signing ceremonies can be.
I suggest that you sign some of the significant and.
dramatic pieces of legislation coming out in the next
couplie of weeks around the country during the Fall:
The Elementary and Secondary Education Act, the Energy
legislation, the Teenage Pregnancy leglslatlon and the
Child Health Assurance Program, to name a few.

Fraud and Abuse. We took several important steps on
thls front last week.

-- We announced some remarkable results in our efforts
to clean up the Guaranteed Student Loan Program.

@ By September lst, we had cleared up 110,000
student default cases. Of these, 80,000
student defaulters have paid in full or are
now on a regular repayment schedule. The

remaining 30,000 have been written off because‘;

of death, disablllty, 1ncorrect records, or
other circumstances.

7P,
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® For the first time in the 1l0-year history of the

- program, we are decreasing the default backlog,
rather than increasing it. By the end of June,
the default backlog -- which last May stood at
more than 400,000 -- had dropped to 374,000; by
the end of August, we had cut it to 354,000.

® In the last nine months, we have referred to
U.S. Attorneys more than 2,000 cases arising from
student loan defaults -- compared to a total of
500 for the previous 5 years.

@ And for the first time in the history of our
student aid programs, we are barring-threevedu~
cational institutions from participation in all '
Federal student aid programs because of widespread \/
violations of the student aid regulations.

“nWe.have_launched a new drive to crack-down on - ,7/6
"eroakers", the notorious doctors that prescribe
drugs falsely to street pushers.

4-'We announced the first indictments -- 11 present and
4 past HEW employees -- in Project Match which we

 started and which compares government payrolls and
welfare rolls.

T will provide you with a complete update of all our
efforts in this area at the end of the year. T hope
that, by the end of four years, you will be able to

show solid, perhaps dramatic, progress in reducing fraud,
abuse and waste in Federal social programs.
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O1ffice of the Attorney General . é
Washington, B. ¢. 20530

September 2%, 1978

Principal Activities of the'Department of Justice

1. Meetings and Events

. On Tuesday, September 26, the Attorney General and the
Director of the FBI testified before the Senate Judiciary
Committee on ‘the proposed format of the non-intelligence
charter for the FBI. On Wednesday, the Attorney General met
with the Advisory Committee of U.S. Attorneys. He also met
with the Prime Minister of New Zealand. On Thursday, the
Attorney General addressed the Judicial Section of the Texas
State Bar Association in Arlington, Texas. On Wednesday,
the Assistant Attorney General for the Civil Rights Division,
Drew Days, III, along with the General Counsel of the CSC
and the chairman of the EEOC, addressed a gathering of over
50 general counsels of federal departments-and agencies on

. the current status of affirmative action in the federal
government after Bakke.

2. 'GSA Indictments

Russell T. Baker, Jr., United States Attorney for . the
District of Maryland (Baltimore), announced Friday the indict-
ment of 18 individuals by the Spe01al Grand Jury which has been
investigating fraud at the General Services Administration.
-Each indictment contains one count that charges the defendants
with conspiracy to defraud the United States. The defendants
include 12 present and former managers and acting managers of
GSA Region 3, including the former a¢ting manager for the
store at the Department of Justice.  The other defendants
include the president and the former vice president of a
Maryland vender that sold administrative and industrial supplies

--and goods to the GSA Federal Supply Service. Also indicted
were U4 individuals who are employees of various federal agencies
including one employee of the Department of Justice; these indivi-
duals purchased administrative and industrial supplies and goods
for their agencies at the GSA self-service store.

3. Railroad Strike

The‘Department, acting through the Deputy Attorney General
and his staff, is supplying legal counsel to the Department of.
Labor in its efforts to obtain appropriate court orders in the
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railroad strike by the Brotherhood of RailWay_and Airline
Clerks against the Norfolk and Western Railway.

. Drug Enforcement -
The latest estimates for the number of “heroin addicts ;2&?
shows an 11-25% decline from 1975 to 1977 (550,000 down to '

¥50,000-490,000), according to the Drug Enforcement Administra-
tlon. The. number of heroin-related deaths is currently less
than half the mid-1976 figure, and emergency room mentions of
heroin-related incidents have also dropped to almost 50% of the
1976 level. The average street price for heroin has gone up

‘about 20°, while the average purity of the drug belng sold has
‘dropped about 20%. :

5. Dlver51ty Bill

The Department's bill to reduce ar portlon of. the federal
‘district courts' dlver51ty jurisdiction was prevented from
“coming to a vote in the Senate Judiciary Committee by an almost—'
unprecedented filibuster in committee by Senator William L.

Scott (R.-Va,). The Department, however, is still working on

efforts. to get the bill out of committee and on the the Senate
floor.

B Ant1 ~buising Amendment to Department Approprlatlon Bill

During con51deratlon of H R. 12005 the Department's
appropriation bill, Representatives James Collins (R.-Tex.)
and Ronald Mottl (D -0hio) added an amendment to prohibit the
Department from iseeking through court action the "forced.
busing" of public school students. The amendment was adopted
235-158, but it is hoped that the prohibition will be stricken
in the conference committee since the Senate Bill does not
contaln such a prov151on.

7. LEAA
The Senate Judiciary Committee held confirmation hearings:

‘on the appointment of Norval Morris as the new director of the-
LEAA and on the appointment of his two deputies, Homer Broome:
-and Henry Dogin. Substantial opp051tlon testimony was given

by several groups, 1nclud1ng most notably the National Rifle
Association; several organizations also testified in behalf of
Professor Morris, including the International Association .of

hlefs of Pollce. No committee action has been taken yet.



'‘/g." Patty Hearst Case

Representative Leo Ryan (D.-Calif.) and Senator S. I.
Hayakawa (R.-Calif.) personally delivered a petition for
commutation of sentence from Patty Hearst to the Office of
the Pardon Attorney. This will start the formal review process
for possible executive clemency; a recommendation will be
forthcoming from the Pardon Attorney in approximately 90idays.

9. Murders in Atlanta's Federal Penitentiary.

Senator Sam Nunn (D.-Ga.) has begun two days of hearings
over a series of 10 murders in the federal institution in
Atlanta, the most recent of which ocecurred on September 21.

The Deputy Attorney General is taking part in the hearings, and
the Director of the Federal Bureau of Prisons has also instituted
a number of changes in the wake of these murders.
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k Erbivommental Peotection Agenep ' C)/ _
Washington, B.C. 20460 —
September 29, 1978 - Tpe Administrator

REPORT TO THE PRESIDENT

FROM: Douglas M. Costle

This week we achieved a significant breakthrough in our
efforts to work out agreements with the steel industry for
meetlng pollution-control requirements without significant
economic disruptions.

After six months of negotiation we reached an agreement
with Republic Steel concerning their facilities in the economi-
cally depressed Mahoning River Valley of Eastern Ohio.

The agreement provides that:

0 Republic will invest $266 million in modernization
of their steel production facilities at their
Youngstown and Warren plant sites.

o As the new facilities come on line, Republic will
close some old, obsolete, and heavily polluting
fac111t1eslat these mills.

o EPA will extend Republic's schedule for complying
with the pollution control requirements in keeping
with the agreed-upon modernization schedule.

Republic officials state that employees whose jobs are
affected by the Youngstown closures will be transferred to the
nearby Warren faecilities.

The agreement has to be approved by the States of Ohio
and Pennsylvania, but we expect this to occur within two weeks.
We hope the agreement will be a model for all the steel companies.
Its announcement will counter a major thrust of Governor Rhodes*
anti-environmental re-election campaign.

If you wish, we would be pleased to coordinate the announce-
ment of the agreement with your news office.




VETERANS ADMINISTRATION
. - OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS

WASHINGTON, D.C. 20420 \
September 29, 1978 o .

/

*TO s

THRU Rick Hutcheson, Staff Secretary

The President

FROM : Administrator of Veterans Affairs

VA Presidential Update M

Pension Reform - Reaction to your September 22 meeting with leaders
of Hill Veterans Affairs Committees was very positive. = Our follow-on

contacts indicate both chairmen much impressed by your grasp of the

issues and your sincere desire to work out acceptable legislation with.

a reasonable price tag. First meeting of a joint House-Senate conference

is slated for September 29, and indications are that conferees will be

reasonably close to agreement.

Philippine Termination - Authority for VA medical grants to Veterans
Memorial Medical Center in Manila expires 9/30/78. At present 298
Filipino veterans are patients in the center under the $2 million a year
VA grant program. Responsibility for these and similar type future
patients reverts to Republic. Termination also means lay off of about
40 employees (all Filipinos) in VA's Manila office. VA aid program ‘
started in 1948 and has been extended several times in subsequent.years,
VA testified against additional extension and your budget requested no

. grant money in FY 1979, Director Manila VA office and American
Embassy coordinating efforts to minimize repercussions,

Budget Update - Second Concurrent Budget Resolution for FY 1979
passed by Congress includes $21,1 billion in budget authority and

$20. 7 billion in budget outlays for veterans benefits and services.

This is down about $250 million and $300 million, respectively, from
First CBR, but is almost $2 billion in budget authority, and $1. 4 billion
in outlays over your budget request. However, VA's FY 1979 appro-
priations, as passed by Congress, is-only about $20 million over your
budget request, an increase of 0, 1%. '
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Commumty WASHINGTON, D.C. 20506
Services Administration

MEMORANDUM TO THE PRESIDENT . 3 September 29, 1978

Attention: Rick Hutcheson, Staff Secretary

FROM:: Graclela (Grace) Olivarez, Directoagﬁsz
Community Services Administration . .

SUBJECT: . Weekly Report of Significant Agency Activities
(September 25 - 29, 1978)

CSA Reauthorization (H.R. 7577) _ :

House and Senate conferees met again on Monday, September 25, 1978, in an
effort to resolve remaining differences concerning the Headstart allocation
formula and the National. Advisory Council on Economic Opportunity. Con-
ferees reached no agreement and no future meeting has been scheduled.
Continued authorization for the Community Services Administration (CSA) and
its programs would be extended by H.J.Res, 1139, a continuing resolution:
for Flscal Year 1979. If this resolution 1s not enacted and signed by the
President by midnight September 30, 1978, however, CSA, together with

several other agencies and departments, will be without legal authority to
conduct business.

Solar Heat for Low-Income Homes

The Department of Labor (DOL), Department of Energy (DOE) and CSA this week
announced ten sites for a national $3.6 million demonstration project of .
solar heat in low-income homes. The solar technologies will be installed
by 225 subsidized CETA trainees in about 700 homes, with no more than $1500
being spent for materials in any one home. Grants total $750,000 from DOE,
$650,000 from CSA and $550,000. from DOL, with $1.6 million being provided
by CETA prime sponsors.

Community Food and Nutrition Programs :

Of the many grants processed by CSA within the last weeks of TFiscal Year
1978, almost 1,000 grant requests involved the Community Food and Nutrition
Program (CFNP). Of these requests, 185 were from Indian tribes and organi-
zations, which for the first time since 1973, were rated and ranked in CSA
Headquarters by a 1l0-person panel composed of Indians as well as represen-
tatives from.the Departments of Health, Education and Welfare, Commerce and
‘Labor, .as well as CSA Regional Offices. '

Impact of High Fuel 0il Prices on the Poor
The Griler Partnership has completed its report for CSA on high fuel oil
prices and their Impact on low-income households. A copy of the report is

~attacheds
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. »_ 1 . .’.
Cm - WASHINGTON, D.C. 20230 a/
September 29, 1978 "FYI™

REPORT TO THE: PRESIDENT

The initial response to your announcement of the Administration’s national export
policy has been excellent, We have already received many comments from ‘the
business community applauding this initiative. During our briefing of key
Members of Congress and their staffs, as well as in my subsequent. appearance
before the Senate Committee on Commerce, Science and Transportation, the export
policy program was very well received. I expect that our trade mission to Japan,
which departs this weekend will contribute significantly to the Administration's
momentum in dealing with the trade deficit problem.

,The’$l.6 billion August trade deficit marks ‘a substantial .improvement from the .
July figure of $3.0 billion. Exports rose in eight of the ten major categories,
| and imports declined in six. Significantly, oil imports rose. More encouraging,
the trade deficit for the latest four months is one-third less than for the first
four months of 1978, and our trade in maufactured goods during August showed a
surplus for the first time in nine months. An improving market for U.S. exports
provides a favorable atmosphere for the success of your new export policy. While
we expect a continuing longer-term improvement in the trade balance, we may still

‘see some larger monthly deficits becausé of the erratic nature of monthly trade
-data.

This week the Department issued its. first-year report on the Administration's
Footwear Industry Revitalization Program. This program and last year's orderly
marketing agreements on footwear with Korea and Taiwan have together been decisive
factors in the improved performance of the U.S. footwear industry. By focusing on
solutions to industry problems, the revitalization pregram has helped our domestic
footwear industry increase its production by 5.5% and its exports by more than

20% (2@ Q 1978 vs. 2d Q 1977). We also announced an expanded program of technical
assistance and research to help other impacted firms adjust to changing conditions
and regain their competitive positons in the marketplace. Research efforts will
focus on the adoption of new processes and procedures to help targeted. industries.

Examples of such industries 1nclude steel, apparel, industrial fasteners, and
consumer’ electronlcs.

Next Thursday, Assistant Secretary Bob Hall will be joining Jack Watson and

other Administration representatives to announce approval of several additional
projects in the South Bronx in further support to your commitment to this area.
Commerce projects to be announced inelude,five EDA business loans and a grant
from the Office of Minority Business Enterprise to the South. Bronx Overall T
Economic Development Corporation. These loans are expected to generdate 600 new
jobs in the South Bronx, as well as save: many existing jobs. Additional EDA
business loans to enable other firms to retain or expand their employment in

‘ : the South Bronx are under discussion.

Happy Birthday!

nita M. Kreps
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v THE SECRETARY OF THE TREASURY . ' ( 2

WASHINGTON 20220 ////

September 29, 1978

MEMORANDUM FOR THE PRESIDENT

subject: Highlights of Treasury Activities

1. EPG

Pending your decisions, preparations: continue on the
wage-price program.

Over the next two weeks, the EPG will be examining our
fiscal policy options for FY 1980, in light of updated economic
forecasts. I believe it's clear already that the squeeze on
spending will have to be even tighter than we imagined. Other-
wise, we will show a deficit reduction, 1979 to 1980, of
significantly less than $10 billion -- even without any further
tax cuts. In fact, anti-inflation tax cuts -— TIP, Social
Security, etc. -— will also deserve close study. As a result,
it is essential in my view that spending be cut back as far as
"possible.

2. IMF/IBRD ANNUAL MEETINGS

The meetings produced cautious optimism. A consensus was
achieved on a 50 percent increase in IMF quotas covering a
5-year period and an allocation of 4 billion SDRs annually for
3 years. General agreement was also reached that negotiations
on a general capital increase for the IBRD and an increase in

. IDA resources should proceed as expeditiously as possible.
Equally important, the meetings instilled some sense that the
principal economic problems of the past few years are being.
overcome and further improvements are under way. Your
participation made an important contribution by underscoring
your personal commitment to take the actions required for a
sound dollar. Finance ministers, however, did emphasize in
discussions with me the importance of early U.S. action on
inflation -and energy, if this enhanced confidence is to be
sustained and reflected in the foreign exchange market.

3. THE DOLLAR

The dollar continued to experience selling pressure this
week, despite the improved Augqust U.S. trade figures, further
increases intu.s. interest rates, Senate passage of the natural



gas bill and the consensus reached at the IMF and World Bank
meetings on the outlook for narrower payments imbalances.
Private bankers are focusing primarily on the inflation issue.
Over the week, the dollar did not depreciate significantly,
-but the Treasury'and Federal Reserve intervened at times to
settle trading conditions.

4, FOREIGN AID AND WITTEVEEN

The Foreign Aid appropriations conference completed its

work Wednesday. Witteveen was fully included. The outcome on
- foreign assistance was quite satisfactory -- the total increase
is 30 percent over last year and 70 percent more than the last
effort of the previous Administration. There were major
qualitative improvements with significant inroads into IDA
arrearages and complete elimination of IDB and Asian Development
Fund arrearages. Words of thanks are in order to Inouye,
Schweiker, Obey, McHugh and Conte. We are moving rapidly to
obtain final Congressional approval of our part1c1patlon in the
Witteveen Facility. The only remaining hurdle is to ensure
acceptance of the authorlzatlon and appropriations conference
reports.

5. SUPPLEMENTARY FISCAL ASSISTANT LEGISLATION

Last Saturday the Senate amended and then passed a key
element of your urban policy -- a bill to extend fiscal
assistance to distressed local governments. The Senate bill
- is quite similar to the Administration's own bill. The full
House will take up this legislation next week, and the vote
may be quite close. We are working hard to obtain House
approval.

W. Michael Blumenthal
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{ W ' DEPARTMENT OF AGRICULTURE

OFFICE OF THE SECRETARY’ ' )
WASHINGTON, D. C. 20250

September 29, 1978

MEMORANDUM TO THE PRESIDENT

THROUGH Rick Hutcheson
Staff Secretary

SUBJECT: Weekly Report

WHEAT EXPORTS. Stronger-than- expected world demand for wheat upped

the 1978/79 export forecast by 50: million bushels from earlier estimates.

1978/79 exports are now expected to range between 1,050 to 1,250 million

bushels. Carryover stocks could fall below 1.1 b1111on bushe]s for first

time since 1975. Prices are likely to-average in the $2.50 to $3.00
range. ' _ : »

SUGAR. Sugar bill is scheduled for House action teday. I sent a strong
letter to the House stating that the Adm1n1strat1on w111 not accept a-
bitll abOVe 15 cent support. rate.

AGRICULTURE APPROPRIATIONS Both Houses have approved the Conference
Report on. Agriculture Appropr1at1ons this week.

BOUNDARY WATERS CANOE AREA. The Senate Committee on Energy and Natural
Resources is expected to complete its consideration of the Boundary Waters
Canoe Area bill this week.

1978 CORN CROP. Current estimates are that we will harvest the biggest
corn crop in h1story -- 6.8 billion bushels -- because of a recordbreaking
100 bushel an acre average yield.

2.8

BOB BERGLAND
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- THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT

°~y ...p“

-~ WASHINGTON, D. C.. 20410
am .u September 29, 1978.
MEMORANDUM FOR: The President , ' ' a
Attention: Rick Hutcheson _—

SUBJECT: Weekly Report of Major Departmental Activities

New Directions for New Communities. The Department is planning to liquidate more than
half of the 13 new community projects currently administered by the New Community Develop-
ment Corporation, dissolve the Corporation and commit additional resources to those remain-
ing projects to improve their chances for success. The statutory authority for the New
Communities program would be retained as an oth.onal method for dealing with urban
problems. The new commmities being vonsidered for retention are: St. Charles, Maryland;

Maumelle, Arkansas; The Woodlawns, Texas; Soul City, North Carollna, Harbison, South -
Carolina, and Shenandoah, Georgla

Chicago Block Grant Approval Calls for New Housing Construction. The Department has
approved $117,803,631 in fourth year Community Development Block Grant funds for Chicago
and has asked the city to make substantial progress during 1979 in meeting its Housing
Assistance Plan goals for substantial rehabilitation of rental units and necessary large
family new construction. The Department encouraged the city to make use of CDBG funds
for site acquisition and preparation of land, and to use HUD resources during 1979 to build
necessary new housing under the Section 8 rental assistance program. Failure to show

substantial progress in achieving these goals could lead to a reduction in the city's
block grant entitlement funds.

Final Housing Counseling Grants for FY 1978 Awarded. The Department awarded $730,000
to 11 national and commnity-based organizations for comprehensive housing counseling to
low income persons. Awards went to such diverse groups as the National Urban League, the
South Minneapolis Community Federal Union, the Sac and Fox Indian Housing Authority, and
Rural America. The expanded housing counseling program stems from an earlier five-city
daemonstration program which showed that oounsellng was effective in reducing mortgage
foreclosure rates by as much as 46 percent. The program not only helps lower income
persons learn to manage ‘their housing finances, but can also help to reduce default on

: 1oans guaranteed by the Department.

More Grants for Solar Heating ‘and Hot Water Systems. The Department has awarded 96
grants totaling $5,806,959 to install solar heating and domestic hot water systems in
4,849 housing units. The grants, made under the HUD residential solar heating and cooling

' demonstration program, support installation of equipment in projects in 35 states and the
District of Columbia.

Single Family Applications Continue Climb. Applications for single family FHA
mortgages during the first half of September totaled 28,367, a 30 percent increase over
the comparable period in 1977. Failure of the Congress to pass a HUD continuing
resolution prior to October 1 will make it impossible for HUD to make binding commit-
ments until either the authorization statute is enacted or a continuing resclution

adopted. ,

Patricia Roberts Harris




THE SECRETARY OF THE INTERIOR
WASHINGTON

September 29, 1978 _ ( 2

MEMORANDUM TO THE PRESIDENT
FROM : Secretary of the Interior

SUBJECT: Major Topics for the Week of September 25

Last Monday, I met with Mayor Royer of Seattle. He has
been a supporter of ours from the beginning and Interior
was able to help him with a problem. He sends you his
appreciation and best wishes. '

Mike O'Callaghan is helping to line up support with other
Governors for the Public Works veto, but Lamm is working
the other side of the street.

The copperﬂindustry representatives were in today to ask

for our support of the International Trade Commission's
recommendation to impose an import quota of 300,000 tons.
I'm not too sympathetic to the firms because they created
much of the foreign development, but it would. create about
12,000 jobs in the western mining states. I would support
them for this reason and the 300,000 level would protect
Canada's historie levels of export if we went for individual
quotas instead of global quotas. Strauss also met with them
and will have comments and suggestions.

Interior's reéponse time to White House referral mail is
now averaging 10 days. A decided improvement over last
Spring.

Many thanks for the great album of pictures and the rental

fee. I don't agree that the rod gave you the advantage
but I'11l keep the two dollars.

CE D. ANDRUS
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MEMORANDUM FOR THE PRESIDENT

\aff Secyetary

o

FROM: Brock Adams

» 4

kjof‘September 25

o f

- SUBJECT: Significant Issues—for the Wee

Nationwide Railroad Strike - I have responded to the White House request
.for two memoranda regarding the nationwide railroad strike and also

‘to Secretary Marshall's request for meetings and full information to
assist him. I will, of course, be available now and over the weekend

if you wish to give me instructions to contact any parts of the govern-
ment or any of the parties involved in the dispute.

Surface Transportation Bill - On Thursday the House passed this bill

by a 367-28 vote, the spending levels of which are unacceptable. I met
today with representatives from OMB, the Domestic Council, and Frank
Moore's office to focus our efforts on the Senate/House Conference. I

appreciate your willingness to directly intervene with thé conferees
if necessary. - :

Airline Regulatory Reform - Since our meeting with the House and Senate
- Committee Chairmen, the conferees on this bill have been appointed

and have held one meeting. We will coordinate with your staff and do

everything possible te conclude this as soon as we can.

Airline Safety - This week Federal Aviation Administrator Langhorne Bond
and I issued proceedings for tighter safety regulations for commuter
airlines and air taxis. Unfortunately the San Diego mid-air collision
overshadowed these new airline safety requirements which revise the
existing regulations to make them more consistent with the changes in

- aviation which will occur due to the regulatory reform and CAB
administrative action on these initiatives. The FAA, National
Transportation Safety Board, -and local officials are now working to
determine the cause of the unfortunate mid-air collision in California.
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THE CHAIRMAN OF THE ‘ ‘
—

September 29, 1978

MEMORANDUM FOR THE PRESIDENT
. C LS
From: ‘Charlie-Schultze"L$

Subject: CEA Weekly Report

Anti-Inflation Policy.  You should now have the final

- decision memorandum on specific details of the anti-inflation

program. Bob Strauss' staff, working with CEA and other EOP
and Cabinet agencies, is taking charge of coordinating the
process of announcing the program and presenting it to the
public in the months ahead. My staff is working closely
with Bob's to prepare the written materials needed to
explain this program to the press and to the public. I

am also considering ways to deal with the need to administer
this program well. I will be talking about some of the

~administrative difficulties with several of your advisers

next week, and will report to you shortly with suggestlons
for administration of the program.

Humphrey-Hawkins. My staff, with DPS, has been working
closely with Senate sponsors of the bill to ensure that
those provisions we find objectionable in Committee versions
of the bill can be fixed through floor amendments. Our
major objections to the Human Resources Committee version
of the bill have been resolved. We still oppose certain
provisions introduced by the Banking Committee, and we are
working with the Human Resources Committee staff to develop
amendments to eliminate or improve those provisions.” Floor -
action on this bill will be extremely close. The full
employment coalition clings to opposition to any inflation
goal that is written as strongly as the goal introduced
by the Banking Committee. In all probability, however,
the Senate will be inclined to opt for the toughest possible
inflation goal. It is too early to say what the outcome
on the floor will be. My staff is monitoring developments
closely, however, to ensure that the bill remains acceptable
to us should it pass.




Regulatory Reform. Stu will forward to you shortly
a memo from me regarding the recent Council on Environmental
Quality memo on the economic impact of environmental regulations.
Accompanying that memo will be the final report of the
interagency group that reviewed the Regulatory Analysis
Program. That review resulted in some proposals for change
in the program, but no agency recommended abolishing the
regulatory analysis requirement and review process. Currently,
the Regulatory Analysis Review Group is reviewing several
major regulations: DOT's regulation on access to mass transit
for the handicapped; OSHA's generic carcinogen regulation;
EPA's ozone standard and new source performance standard
for electric generating plants; and Interior's strip mining
regulations. OSHA has announced the final acrylonitrile
regulation -- the first to be reviewed by the group. OSHA
selected the most cost-effective of the three alternative
standards it considered, a decision that I believe can be
credited, in part at least, to the review process.

Capital Gains Tax. Recently, Members of Congress have
been citing a recent study by Harvard economist Martin Feldstein
as justification for their view that a massive capital gains
tax cut would not cost any budget revenues because it would
induce asset holders to increase sharply their capital gains
realizations. This study was severely flawed, however. The
CEA staff has prepared a rebuttal study that, in my view,
undermines most of Feldstein's most crucial arguments. On
Friday, I sent copies of the report to the Chairmen of the
budget and tax writing committees in both houses. Copies
also have been distributed to staff on the Hill, and will be
given to the press on Monday. If we are successful, we
may take some of the hot air out of the exaggerated claims
of the capital gains proponents.
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. FROM: ' . Robert S. Strauss

. f . . THE SPECIAL REPRESENTATIVE FOR
' ' TRADE NEGOTIATIONS
' WASHINGTON

27 SEF 183

MEMORANDUM _FOR THE PRESIDEN

" SUBJECT: Proclamatlon Termlnatlng Import Rellef for

Ceramic Dinnerware

On behalf of the Trade Policy Committee I recommend that
you sign the attached proclamation terminating "escape
clause" import relief of several types of ceramic dinner- .
ware (certain earthen and china tableware and kitchen
articles). This relief would normally terminate on

"April 30,. 1979. This action is a necessary prerequisite

to the revision of the U.S. tariff provisions for ceramic
dinnerware in the context of the Multilateral Trade Nego-
tiations (MTN). Following a Presidential directive in
1976, this Office reviewed the U.S. tariff provisions for
ceramic dinnerware and prepared revisions designed to
eliminate tariff loopholes and obsolete value categories.

"These revisions conform to modern commercial practlce.r

None of the agencies represented on the Trade POlle Com-

~mittee (State, Treasury, Commerce, Labor, Aquculture,,_

Defense, Interior, and Justice) object to the termination
of escape clause relief. This relief is no longer effective
because price increases have moved imports of dinnerware

~affected by the escape clause into higher value tariff
‘categories on which no import relief was granted. The U.S.

earthen dinnerware industry, which filed the escape clause

'complalnt - supports  this action since it will facilitate
~the revision of ceramic dlnnerware tariff nomenclature and .
rates of duty in the MTN. A number of Senators and Repre- -

' sentatives from West Vlrglnla, Ohio, Pennsylvanla and -
'ANew York have also 1nd1cated their support '

The Trade Act of 1974 excludes from. negotlatlons all articles

~subject to an escape c¢lause action. Because we would like .

these articles to be part of the MTN bargaining, which is

now taking place in Geneva, I would appreciate your con-
. sideration of this proclamation at your earliest convenience.




TERMINATION OF INCREASED RATES OF.DUTY
ON CERTAIN CERAMIC TABLEWARE '

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

»A PROCLAMATION

1. By Proclamatlon No._4125 of Aprll 22, 1972, the :

,Pre31dent proclalmed 1ncreased duties on. certaln types of
| ceramlc-tableware‘that are deflned in items 923.01 throughA
923.15 of the Tariff Schedules of the United States (TSUS).
 These increased'duties were to be effective’froﬁ'May'i,r1972,
‘through April 30, 19T6, unlees modified'or.terminated earlier.Tb.‘.

This action was'taken under thenfoliowingllegal proviéions?m .

section 350(a)(l)(B) of the Tarlff Act of 1930, as amended |
(19 U S.C. l351(a)(l)(B)), and sectlons ZOl(a)(Z), 302(a)(2)

“and (3), and 351(a) of the Trade Expan31on Act of 1962 (19

0.S.C. 1821(a)(2), 19 U.S.C. 1902(a)(2) and (3), and 19 U.S.C.

- 1981(a)).

2. - By Proclamatlon No. MH36 of. Aprll 30 1976 the

President proclalmed the extension and mod;flcatlon.of the

increased rates of duty then in effect on imports of some
ITof the'articles‘of ceramic'tableware.proVided.forvincitemsf |
1923.01, 923.07, 923. 13, and 923.15Iof1the TSUS. This was
_ done under seztion 203(k)(3) of the Trade- Act of 197# -

(19 u. s c. 2253(h)(3))

3.v I have determlned, pursuant to sectlon 203(h)(u)

I of the Trade Act of 197H (19 Uu.s.c. 2253(h)(u» and sectlon:v.
:VT'351(c)(1)(A) of" the. Trade Expan31on Act of 1962 (19 U s. C..T'”’

aff‘198l(c)(1)(A)), after taklng 1nto account the adv1ce of the fxsfff

u. S Internatlonal Trade Comm1531on and after seeklng the

advice- of the Secretaries of Commerce and Labor as requlred

- by those»sectlons, that it is in the national 1nterest to

terminate the increased rates of duty'currently’in effect’_

on imports of'the articles of'ceramic tableware now provided




rrrrr

2

for in items 923.01, 923v07, g23. 13 and 923 15 of the TSUS.

bNOW, THEREFORE, I, JIMMY CARTER, Pres1dent of the

United States of America, actlng under the authority vested

in me by the Constltutlon and the statutes, including seetlon"

1203(h)(4) of the Trade Act of 1974 (19 U.S.C. 2253(h)(4))

and section 351(0)(1)(A) of the Trade EXpansion'Act'of-l962
(19 U.S.C. 1981(0)(1)(A)), and in accordance with Artlcle X1xX

of the. General Agreement on Tarlffs and Trade (GATT), do

proclaim that --°

(1) The modlflcatlons of tariff conce381ons on ceramlc

3 tableware prov1ded for in 1tems 533. 28 533 38 533 73, and
533.75 in Part I of Schedule XX to the GATT made by Proclamatlons

Nos. 4125 and H436 are termlnated-

(2) Subpart A, part 2 of the Appendlx to ‘the TSUS is
modlfled by deletlng 1tems 923. Ol, 923 07, 923 13, and 923 15,

__1nclud1ng the superlor headlngs thereto,

(3) The modlf'lcatlons of Part I of Schedule XX to the‘_
GATT and of the Appendlx to the TSUS made by paragraphs (l)h T

and (2) hereof shall be effectlve as to artlcles entered,"

VOr W1thdrawn from warehouse,’for.eonsumptlon on. or after ,
. the date'ef!publication<of_this’Proclamation in the Federal

-Reglster.

IN WITNESS WHEREOF I have hereunto set my hand thls

day of S 1n the year of’ our Lord

L nlneteen hundred seventy-elght, and of ‘the Independence of

"_’the_Un;ted-States of-Amer1ea theftwo_hundredzandmthlrd‘
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