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provide time for the development of a
more effective system of controls with
tighter standards and compliance proce-
dures than those which characterized
Phase III. This fourth phase of the
Economic Stabilization Program was
launched in July. Its introduction was
staggered so that any price increases which
followed the freeze would be spread over
several months.

Phase IV was designed to provide a
tough program of controls that would
enable this country to return to the free
market system as soon as possible. Since
its introduction, Phase IV has made ad-
mirable progress toward reducing the
dangers of inflation, demonstrating that
the public and private sectors of our
economy can work cooperatively and ef-
fectively together to enhance our Nation’s
economic future.

Unprecedented developments in all
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parts of the world have created extraor-
dinary pressures on our economy. We
can be proud, however, of the way in
which we have responded to these prob-
lems. We are proving that a dynamic and
resilient people can meet the challenge of
inflation without sacrificing the ideal of
a free market system. If we continue our
recent progress—and if we respond to new
challenges, including the current energy
shortage, with this same sense of poise and
flexibility—then we can look forward with
assurance to a prosperous New Year.

RicHarD NxonN
The White House,
January 22, 1974.
NoTe: The report, covering the period July 1
through September 30, 1973, is entitled “Eco-
nomic Stabilization Program Quarterly Re-

port—Cost of Living Council” (Government
Printing Office, 94 pp.)-

17 Special Message to the Congress on the Energy Cirisis.

January 23, 1974

To the Congress of the United States:
As the g3rd Congress reconvenes this
week, it returns to an agenda that is piled
high with vital legislative questions.
America is undergoing a period of rapid
change and growth when decisions made
in Washington could affect the patterns
of our national life for the rest of this
century. These decisions demand not only
the collective wisdom of our national lead-
ership but also a continuing spirit of co-
operation between the executive and leg-
islative branches of our Government. In
this first legislative message of 1974, I
want to renew my pledge that I stand
ready and eager to work with the Mem-
bers of the Congress in shaping the solu-
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tions that are best for America.

In the next few weeks, I will send to the
Congress a series of messages requesting
swift legislative action in the areas where
I feel that progress is most keenly needed.
In each of these areas—health, education,
transportation, natural resources, and
others—these proposals reflect the best
efforts of my Administration to solve a
wide range of difficult domestic problems.

No single legislative area is more critical
or more challenging to us as a people,
however, than the subject of this first
message to the Congress: The energy
crisis. It is because of its importance and
because of the urgent need for action that
I have chosen to break tradition, outlining
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to the Congress my legislative requests in
energy before delivering my State of the
Union Address.

I first warned of approaching energy
shortages in a message to the Congress in
1971—the first energy message ever pre-
sented by an American President.! In
1973, an embargo was suddenlv imposed
upon many of our foreign supplies of oil,
the crisis broke upon us, and the entire
country took the first steps toward coping
with the emergency. We have made solid
progress since then, but it is clear that our
efforts in 1973 were just the beginning.
As our first order of business in the new
vear, therefore, let us resolve that 1974
shall be the year that we build a perma-
nent framework for overcoming the ener-
Qv Crisis.

In the initial portion of this message, I
want to report to the Congress on our
progress over the last three months. The
remainder of the message addresses the
legislative program on which I am urging
Congressional action in 1974:

—First, the proposals that I believe are
essential to meet the short-term emer-
gency, including:

* A special energy act that would per-
mit restrictions on the private and
public consumption of energy and
would temporarily certain
Clean Air Act requirements for
power plants and automotive emis-
sions;

A windfall profits tax that would pre-

vent private profiteering at the ex-

pense of public sacrifice:

* Unemployment insurance to help
those who lose their jobs because of
the energy crisis:

relax

'Sce 1971 volume, Item 195.
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* And establishment of a Federal En-
ergy Administration.

—Second, the legislative proposals that

I have previously submitted in order to
meet our long-range goal of achieving
self-sufficiency in energy, including pro-
posals that would:

* Allow market pricing of new natural
gas;

* Allow temporary oil production from
the Elk Hills Naval Petroleum Re-
serve in California;

* Permit surface mining of coal in a
manner that is environmentally safe;

* Permit the development of new deep-
water port facilities offshore;

* Amend the tax laws regarding drill-
ing investments;

* Modernize the laws regarding mineral
leasing on Federal lands;

* And reorganize the executive branch
so that it may deal more effectively
with energy and natural resource
problems.

—T hird, proposals which are designed
to help us achieve self-sufficiency in en-
ergy and which I am submitting to the
Congress this year for the first time, in-
cluding proposals that would:

* Eliminate depletion allowances for

foreign oil and gas production;

* Accelerate the licensing and construc-
tion of nuclear facilities;

* Require labeling of products for en-
ergy efficiency;

* And streamline the site selection
process for energy facilities.

In addition to these legislative propos-
als, the Administration is moving for-
ward this year with a series of executive
actions and studies relating to our long-
term energy needs. The latter are ad-
dressed in the last section of the message.
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I. REporT ON THE CURRENT EMERGENCY

Last year the United States consumed
roughly 18 million barrels of petroleum,
in one form or another, every day. This
represented about one-half of our total
energy consumption. The level of petro-
leum consumption was also rising, so that
we expected demands to reach about 20
million barrels a day in 1974.

While the country is rich in natural
resources, our production of petroleum
resources is far less than our demands.
Last year we were producing approxi-
mately 11 million barrels of petroleum a
day, and the level of production was
declining.

The difference between our demands
and our domestic consumption must be
made up, of course, by imports from
abroad, reductions in demand, or in-
creased domestic production. Even before
the embargo on oil in the Middle East,
our foreign supplies were barely adequate.
Since the embargo, the shortage has be-
come a good deal more serious. The Fed-
eral Energy Office has estimated that
during the first three months of 1974, our
imports will fall short of our normal de-
mands by 2.7 million barrels a day. If the
embargo continues, shortages could ex-
ceed three million barrels a day during
the rest of the year. That shortfall is the
major factor in our current emergency.

ENCOURAGING PROGRESS

With the Nation confronting a severe
energy shortage, I appealed to the public
eleven weeks ago to undertake a major
conservation effort on a personal, volun-
tary basis. My appeal was repeated by
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public servants across the land. The Con-
gress acted quickly to pass laws putting
the Nation on year-round daylight sav-
ings time and reducing the national high-
way speed limits to no more than 55 miles
per hour. The Federal Government began
moving swiftly to ensure that fuel sup-
plies were allocated fairly and that con-
servation measures were undertaken
within the Government. Most impor-
tantly, the people themselves responded
positively, lowering the thermostats in
their homes and offices, reducing their
consumption of gasoline, cutting back on
unnecessary lighting, and taking a number
of other steps to save fuel.

Largely because of the favorable public
response, I can report to the Congress to-
day that we are making significant prog-
ress in conserving energy:

—Total consumption of gasoline in the
United States during the month of De-
cember was nearly nine percent below
expectations.

—Consumption of home heating oil has
been reduced. A recent survey of 19,000
homes in New England showed they had
reduced heating oil consumption by more
than 16 percent under last year, after
making adjustments for warmer weather.

—Ugtilities report that consumption of
natural gas across the country has been
reduced by approximately 6 percent over
last year, while the consumption of elec-
tricity is down about 10 percent.

Beyond the progress we have made be-
cause of voluntary conservation, we have
also been fortunate in two other respects.
The weather in the last quarter of 1973
was warmer than usual, so that we did
not consume as much fuel for heating as
we expected. In addition, the oil embargo
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in the Middle East has not yet been totally
effective, allowing us to import more oil
than we first anticipated.

ACTION AT THE FEDERAL LEVEL

The Federal Government clearly has
a major responsibility in helping to over-
come the energy crisis. To fulfill that re-
sponsibility, several steps have been taken
in the last three months:

—A major conservation program has
been established and has cut consump-
tion of energy by Federal agencies by
more than 20 percent below anticipated
demands in the third quarter of 1973.

—A sweeping investigation of fuel
prices charged at gasoline stations and
truck stops has been launched, putting
an end to price gouging wherever it is
found.

—A Federal Energy Office has been
created to serve as a focal point for energy
actions taken by the Government.

—Finally, a fuel allocation program has
been set up to assure that no area of the
Nation is subjected to undue hardships
and to assure that in allocating fuel, the
protection of jobs comes ahead of the
satisfaction of comforts. As part of this
allocation effort, refiners are being en-
couraged to produce less gasoline and
more of the products that are needed in
homes and industry, such as heating oil,
diesel oil, residual fuel oil, and petro-
chemical feed-stocks. The Cost of Living
Council has issued regulations to en-
courage the shift away from gasoline
production. If necessary, additional steps
will be taken to encourage shifts in re-
finery production.

The allocation program now underway
will mean some cutbacks in travel, heat-
ing and other end uses of fuel, while uses
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which keep our economy operating at a
high level will be permitted to remain at
or above last vear’s levels.

Market forces are also at work alloca-
ting fuel. Due primarily to huge increases
in prices for foreign oil, the price of gaso-
line has risen by 12 to 15 cents per gallon
over last year. This obviously discourages
the consumption of gasoline. Heating oil
has also shown a comparable rise with
similar effect.

There is a limit, however, to the amount
of market allocation through higher
prices which we will allow. We will not
have consumers paying a dollar a gallon
for gasoline. We must therefore seek to
maximize the production of domestic oil
at a price lower than the price of foreign
oil. We will also carefully review requests
for energy price increases, to ensure that
they are genuinely needed.

All of the measures of conservation and
allocation have greatly improved the
Nation’s chances of avoiding hardships
this winter and gas rationing this
spring. Gas rationing, with its attendant
bureaucracy and cost to the taxpayer,
should be only a last resort. Nevertheless,
we are attempting to be prudent and
therefore have developed a system of cou-
pon rationing. The system is now on the
record for public comment, and will be
ready for use this spring should it prove
necessary.

The system would provide for transfer-
able coupons for all licensed drivers over
18 years old. The coupons, unlike the
World War IT coupons, would be freely
transferable. Thus those who can econo-
mize and use less than their allotment
would be given tangible incentive to do
so, while those who seriously need larger
amounts would be able to buy coupons
legally.
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The measures of allocation and con-
servation are, in the very short-run, the
only actions which will have an effect
in lessening the crisis. However, in the
slightly longer term, we can and we are
making efforts to increase domestic sup-
plies of petroleum very rapidly.

Increases in supplies of domestic crude
oil are necessary not only to assure sup-
plies, but to keep the prices for consumers
at a reasonable level. The prices charged
by a foreign cartel for crude oil have
risen so dramatically that U.S. oil prices
are now greatly below the world market
price.

To ensure that domestic oil exploration
continues and grows, the price of oil from
new exploration and development has
been removed from Economic Stabiliza-
tion Act controls. Also, to compensate for
increased production costs and to stimu-
late advanced techniques for recovering
oil, we have permitted a $1 per barrel
increase in the cost of petroleum under
existing oil contracts.

As a result, domestic oil wells that had
been abandoned because they were no
longer profitable are being put back into
production, and new American oil is now
beginning to come into the market. We
anticipate additional increases in the oil
in the future.

As a greater domestic production fills
more of our oil needs, we will be demand-
ing less foreign oil, and the price for
foreign oil will not be driven upwards by
our demands. Our own domestic produc-
tion will tend to put a cap on the prices
foreign suppliers may charge.

To deal further with the world short-
age of oil and its increasingly unrealistic
price levels, I have invited major consum-
ing nations to a conference in Washington
on February 11. The conference will, I

Google

Jan. 23 [17]

hope, eventually lead to greater interna-
tional cooperation in the areas of energy
conservation, research, pricing policy, oil
exploration, and monetary policy.

II. LecisLaTioN To MEET THE CURRENT
EMERGENCY

Although we have made significant
progress over the last three months in re-
ducing consumer demands for energy and
in allocating fuel supplies, additional
legislative measures must be enacted if
we are to maintain our momentum. I am
therefore asking that the Congress give
its highest priority to five proposals which
I have previously recommended for deal-
ing with the short-term emergency:

1. SPECIAL ENERGY ACT

The principal purposes of this legisla-
tion are to grant the executive branch
authority to restrict the public and private
consumption of energy and to modify cer-
tain Clean Air Act requirements.

During the closing weeks of December,
both Houses of Congress labored long and
hard on this emergency bill. As presently
drafted in the House-Senate conference,
the bill is laden with so many extraneous
provisions that I would have difficulty
signing it. T urge the Congress to pass
a basic bill dealing with mandatory con-
servation, fuel conversion, rationing, and
changes to the Clean Air Act. I would also
urge that the extraneous provisions be
placed in separate legislation where they
belong.

2. WINDFALL PROFITS TAX

The solution to the energy crisis must
ultimately depend in large measure upon
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the response of the public, and their ac-
tions will in turn be based upon their
recognition that an energy crisis actually
exists and that it has not been contrived
for the benefit of big business. For weeks,
believing that the crisis is genuine, mil-
lions of Americans have made sacrifices
in their comfort and convenience so that
no Americans would have to suffer per-
sonal hardships. Those sacrifices are con-
tinuing today, and they will be needed in
the future. It is up to the leaders of the
Nation to ensure that the public trust is
not abused.

As President. I am deeply committed to
a firm policy: We must not permit private
profiteering at the expensc of public sacri-
fice. The sacrifices made by the American
people must be for the benefit of all the
people. not just for the benefit of big busi-
ness. In equal measure, we must not per-
mit the big oil companics or any other
major domestic energy producers to ma-
nipulate the public by withholding infor-
mation on their cnergy supplies. That in-
formation must be made available to the
public. and it must be accurate and
complete.

The windfall profits tax that I outlined
last December and am again asking the
Congress to pass would serve this policy by
preventing major domestic energy pro-
ducers from making unconscionable prof-
its as a result of the energy crisis. It would
exact a tax of up to 85 percent on receipts
from sales of crude oil above the ceiling
set by the Cost of Living Council in
December of 1973.

3. ENERGY-RELATED UNEMPLOYMENT
INSURANCE

The energy emergency will undoubtedly
result in some dislocation within the econ-
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omy. Selected labor market areas may
experience unusually large rises in un-
employment despite our best efforts to
minimize economic disruption. Jobs in
those areas may become harder than usual
to find. Therefore, as an integral part of
the same philosophy which had led me to
seek a windfall profits tax that prevents a
few people from benefitting unduly from
the energy emergency, I will also recom-
mend new unemployment insurance meas-
ures to cushion American workers against
the shocks of economic adjustment. Last
April, I submitted legislation to improve
the unemployment insurance program by
increasing benefit levels and expanding
coverage. I call again for the enactment
of those measures. In addition, I will sub-
mit unemployment insurance amend-
ments that would, on enactment, extend
the duration of benefit entitlement and
expand coverage in those labor market
areas that experience significant increases
in the level of unemployment. These pro-
visions. coupled with the recently enacted
Comprehensive Employment and Train-
ing Act will provide a solid foundation
for the more rapid re-absorption of work-
ers into the Nation’s economy.

4. MANDATORY REPORTING OF INFORMA-
TION BY PRIVATE INDUSTRY

The information now provided to the
public and to the Government by the
energy industry is insufficient for public
planning purposes. This is a serious defi-
ciency which has understandably become
a matter of intense public interest. To cor-
rect it, I will shortly submit legislation re-
quiring major energy producers to provide
to the Government a full and constant
accounting of their inventories, their pro-
duction and their reserves. Where required
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for national security or competitive pur-
poses, confidentiality of the information
will be protected. Most of this data, how-
ever, can and will be made available to
the public.

To provide a focus for the collection
and analysis of this data, I have directed
the Federal Energy Office to establish an
Energy Information Center. This center
will coordinate energy data within the
Government and provide the information
to the public, the Congress and other Fed-
eral agencies.

5. FEDERAL ENERGY ADMINISTRATION

FEA would bring together and signifi-
cantly expand programs to deal with the
current energy emergency. It would also
carry out major new activities in energy
resource development, energy information
and energy conservation. Included within
this agency would be the functions of the
Offices of Petroleum Allocation, Energy
Data and Analysis, Oil and Gas, and
Energy Conservation from the Depart-
ment of the Interior and the Energy Divi-
sion of the Cost of Living Council.

II1. Our ProcrRaM FOR THE FUTURE:
ProjECT INDEPENDENCE

Energy demand in the United States
will certainly continue to rise. Were do-
mestic oil production to continue to de-
cline and demand continue to grow at
over 4 percent annually, as it did before
the embargo, imports would increase from
35 percent of U.S. consumption in 1973 to
roughly half of U.S. consumption by 198o.

We must also face the fact that when
and if the oil embargo ends, the United
States will be faced with a different but
no less difficult problem. Foreign oil prices
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have risen dramatically in recent months.
If we were to continue to increase our
purchase of foreign oil, there would be a
chronic balance of payments outflow
which, over time, would create a severe
problem in international monetary
relations.

Without alternative and competitive
sources of energy here at home, we would
thus continue to be vulnerable to inter-
ruptions of foreign imports and prices
could remain at these cripplingly high
levels. Clearly, these conditions are
unacceptable.

To overcome this challenge, I an-
nounced last November 7 that the United
States must embark upon a major effort
to achieve self-sufficiency in energy, an
effort I called Project Independence. If
successful, Project Independence would by
1980 take us to a point where we are no
longer dependent to any significant ex-
tent upon potentially insecure foreign
supplies of energy.

Project Independence entails three es-
sential concurrent tasks.

The first task is to rapidly increase en-
ergy supplies—maximizing the production
of our oil, gas, coal and shale reserves by
using existing technologies and accelerat-
ing the introduction of nuclear power.
These important efforts should begin to
pay off in the next 2 to 3 years. They will
provide the major fraction of the in-
creased supplies needed to achieve energy
self-sufficiency.

The second task is to conserve energy.
We must reduce demand by eliminating
non-essential energy use and improving
the efficiency of energy utilization. This
must be a continuing commitment in the
years ahead.

The third task is to develop new tech-
nologies through a massive new energy
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resecarch and development program that
will enable us to remain self-sufficient for
years to come.

We cannot accept part of the overall
program and ignore the others. Within
the Federal sector, success will depend
on a wide range of actions by many agen-
cies. As an important part of that effort,
the head of the Federal Energy Office,
William Simon. will mount a major effort
this vear to accelerate the development of
new energy supplies for the future.

Our strategy for Project Independence
is reflected in urgent measures now pend-
ing in the Congress as well as many new
legislative proposals and administrative
actions [ now plan to take.

A. LEGISLATION STILL AWAITING
CONGRESSIONAL ACTION

Over the past three vears, I have sub-
mitted a number of legislative proposals
that are essential to our pursuit of en-
ergy sclf-sufficiency but are still awaiting
final Congressional action. I ask that the
93rd Congress move ahead with these pro-
posals, and I pledge the cooperation of
this Administration in working out any
differences. These proposals include the
following:

Natural Gas Supply Act

The artificiallv low prices for natural
gas created by Government regulations
continue to create a double problem: con-
sumers wish to purchase more of this
cheap. clean fuel than is available. while
suppliers have little incentive to develop
it. I again ask the Congress to provide for
competitive pricing of newly developed
gas supplies in order to encourage new
drilling and to direct available gas into
the premium uses.
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Although my deregulation proposal
should not cause a significant rise in con-
sumer prices for natural gas for some
years, I recognize that there is a strong
desire to provide added insurance that
unreasonable price increases do not occur.
This insurance can be provided by adding
to the Administration’s legislative pro-
posal a provision authorizing the Federal
Power Commission to establish limits on
absolute price increases. We are prepared
to work with the Congress on these
changes.

Naval Petroleum Reserves

The Nation has vast oil and oil shale
reserves which years ago were set aside for
national defense purposes by placing them
under the control of the Secretary of the
Navy. That action was taken at a time
when naval petroleum requirements were
an especially important share of total
national petroleum consumption. Some of
these oil reserves, principally those located
in Wyoming and California, have been
explored and developed to the point
where limited production is possible. The
largest reserve, located in Alaska, has not
been significantly explored or developed
and could not be available for produc-
tion for several years, even in a grave na-
tional emergency. I have proposed legis-
lation that would greatly improve the
availability of the reserves for future
needs and would permit limited produc-
tion from the Elk Hills Reserve in Cali-
fornia to assist in meeting our short-term
energy problems.

In accordance with law, the Secretary
of the Navy has issued and I have ap-
proved a finding that production of oil
from Naval Petroleum Reserve #1 (Elk
Hills) is necessary for national defense
purposes. Approval of the Congress is also
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necessary and I have proposed legisla-
tion that would give such Congressional
approval. It would also provide that funds
from the sale or exchange of the oil could
be used for further exploration and de-
velopment of Elk Hills and for explora-
tion of Naval Petroleum Reserve #4 in
Alaska. I am pleased that the Senate has
already passed this legislation, and I am
hopeful that immediate action will now
be taken by the House of Representatives.

Mined Area Protection

A Mined Area Protection Act is needed
to encourage the development of State
programs which permit the mining of coal
and other minerals to go forward in a way
that is environmentally safe. The absence
of clear legislation in this area is inhibiting
the development of our coal reserves. The
Senate has passed a bill, but it deals only
with surface mining of coal rather than
all mining and it contains provisions
which would actually impede production
of coal.

The House Committee on Interior and
Insular Affairs is scheduled to take up the
matter soon and I am hopeful that it will
act favorably on the Administration’s
proposal.

Deepwater Port Facilities

Even though our policy is to achieve
self-sufficiency, we will clearly continue
to import oil as long as it is available at
reasonable prices. To enable us to import
fuel more economically, I have proposed
Federal Government licensing of the con-
struction and operation of deepwater port
facilities three miles or more at sea on the
Outer Continental Shelf. The main use of
these facilities would be to import crude
oil in ships that are economically and envi-

O

0 8]0

Jan. 23 [17]

ronmentally desirable, but are too deep
of draft to permit their entry into our
port facilities on the East and Gulf Coasts.

This legislation would also eliminate
many of the legal uncertainties which now
drive private investors away from Ameri-
can waters and to other nations of the
Western Hemisphere. The present system
only serves to create investments and jobs
abroad and raises our costs of imported
oil, already high, even further.

Drilling Investment Credit

Last April I proposed that the invest-
ment credit provisions of present tax laws
be extended to provide a credit for all
exploratory drilling for new oil and gas
fields. Approval of this provision would
provide an essential incentive for new oil
and gas exploration. At the same time, I
am asking the Congress to eliminate the
tax shelter that now exists for wealthy
taxpayers who reduce their taxes by tak-
ing deductions for investments in oil

drilling.
Mineral Leasing Act

The Mineral Leasing Act of 1920 gov-
erns the exploration and production of oil,
gas, coal, and other minerals on Federal
lands while the Mining Act of 1872, gov-
erns the exploration and mining for
“hard-rock” (gold, silver, copper, etc.)
minerals. Both acts have become obsolete.
Last February, I proposed a bill that
would place all mineral exploration and
mining activities on Federal lands under a
single Federal leasing system. The bill
would assure that the persons who obtain
the leases are those who have an interest
in early exploration for oil, gas, and other
minerals. It would also require that ex-
ploration meet the environmental stand-
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ards of the Administration’s proposed
Mined Area Protection Act.

Organizing the Federal Energy Effort

If the Federal Government is to achieve
prompt and productive results in the
energy field, its many energy programs and
resources must be organized in the best
possible manner. Toward this end, I have
submitted several organizational proposals
to the Congress and urged their prompt
adoption. One calls for establishment of
the Federal Energy Administration as dis-
cussed above. The others call for statutory
establishment of the following:

(1 Encrgy Rescarch and Development
Administration:

This new organization would provide
unified leadership and direction for energy
technology programs at the Federal level.
ERDA would include the research and
development as well as the production
functions of the Atomic Energy Commis-
sion. along with selected energy research
and development functions of the Depart-
ment of the Interior. the National Science
Foundation. and the Environmental Pro-
tection Agency. Under this proposal, the
five-member Atomic Energy Commission
would be renamed the Nuclear Energy
Commission and would carry out the vital
task of licensing and regulating the rapidly
growing use of nuclear power.

(2 Department of Encrgy and Natural
Resources:

As the longer-run solution to the many
mterrelated problems in the energy and
natural resources area. I have proposed
the establishment of this new depart-
ment. DENR would incorporate most of
the responsibilities of the Department of
the Interior: the activities of the Forest
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Service and certain water resource func-
tions of the Department of Agriculture;
the activities of the National Oceanic and
Atmospheric Administration of the De-
partment of Commerce; the water re-
source planning functions of the Corps of
Engineers; the gas pipeline safety func-
tions of the Department of Transporta-
tion, and the Water Resources Council.
Drawn together, these responsibilities
would form the basis of a modern depart-
ment truly capable of providing a much
needed balance between the wise utiliza-
tion and careful conservation of our Na-
tion’s precious natural resources.

Because of the energy crisis, I urge that
the Congress give priority attention to the
creation of FEA and ERDA. Because of
its comprehensive scope, DENR may re-
quire additional examination by the Con-
gress, but I reaffirm the need for this
modern Cabinet department. Once
DENR is established, it should incorporate
the functions of ERDA and FEA.

B. NEW LEGISLATIVE INITIATIVES

In addition to the legislation now pend-
ing before the Congress still further steps
must be taken if we are to progress at a
proper pace toward self-sufficiency. With-
in the next several weeks, I will be sending
to the Congress a number of legislative
proposals to help us take those steps,
including:

Changes in Foreign Tax Treatment

U.S. companies that produce oil over-
seas have been granted the same 22 per-
cent depletion allowance abroad that is
granted to U.S. companies producing oil
in the United States. Both allowances pro-
vide an incentive for oil production.

As we move toward U.S. self-sufficiency
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in energy, however, we want to encourage
greater development of U.S. energy re-
sources rather than foreign resources. I
am therefore asking the Congress to
eliminate these foreign depletion allow-
ances, while retaining the depletion al-
lowance for domestic oil production.

Taxes paid to foreign governments by
U.S. oil companies drilling abroad have
increased dramatically. There is growing
concern about the degree to which such
increases should be allowed as credits
against U.S. tax on other income. Under
these circumstances, it is no longer realis-
tic to treat these payments to foreign gov-
ernments entirely as income taxes credita-
ble against the U.S. tax. Obviously,
however, the oil producing countries, like
any other country, have the right to im-
pose taxes and some reasonable portion of
those taxes should be creditable. I have
asked the Treasury Department to prepare
proposals which would cause part of these
amounts to be designated as a creditable
tax and the balance to be allowed solely
as a deduction.

Accelerating the Licensing and Construc-
tion of Nuclear Facilities

Nuclear power, which lessens our de-
pendence on foreign fuel, is an essential
part of our program of achieving energy
self-sufficiency. At present, however, it
takes g—10 years to complete the planning,
licensing, and construction of nuclear
power plants. In order to get vitally
needed nuclear power on-line more
rapidly, I have directed that steps be
taken to reduce the licensing and con-
struction cycle to 5-6 years, without com-
promising safety and environmental
standards.

I will soon transmit a legislative pro-
posal to expedite the completion of
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nuclear power plants by separating the
approval process for plant sites from the
reactor licensing process and by encour-
aging the use of standardized plant de-
signs. These designs, once approved,
would reduce the required licensing re-
view time and would enhance safety. This
legislation would also permit the estab-
lishment of an inventory of approved sites
for nuclear plants.

Efficiency Labels

Energy conservation must play a major
role in achieving self-sufficiency, but few
of the products we now purchase clearly
indicate how much energy they require
to operate. To assure that such informa-
tion is available, I will shortly submit to
the Congress legislation requiring that all
major appliances and automobiles pro-
duced or imported into the United States
be clearly labeled to indicate their energy
use and energy efficiency.

Energy Facilities Siting

The present multitude of Federal,
State, and local approvals required for
the construction of energy facilities has
caused serious delays in their availability.
There is also no provision for advanced
approval of sites which will be needed
in the future. In addition, the public
has often been frustrated because public
participation in the site approval process
seldom occurs early enough to affect the
basic siting decision.

In 1971 I requested legislation to over-
come these problems for electrical power
plants and transmission lines. I resub-
mitted similar legislation in February
1973, but the Congress has not acted
on my proposal. I have now directed that
new legislation be prepared, building
upon my earlier proposals but covering
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additional critical energy facilities. This
legislation will be directed toward:

—advanced approval of
sites for energy facilities on a regional
basis;

—better coordination of the various
approvals now required by all levels of
Government;

adequate

—and mmproved long range planning
of energy facility requirements.

Changes in the Clean Air Act

The Clean Air Act has provided the
basis for major improvements in air qual-
ity and we must continue our progress
toward even greater improvement. How-
ever, during the current energy shortage,
it has become clear that some changes in
the act are needed to provide greater flex-
ibility in deadlines and other require-
ments. The special energy legislation now
before the Congress would permit tem-
porary relaxation in some requirements
applicable to power plants when an ade-
quate supply of clean energy is not avail-
able. It would also extend the deadlines
for the reduction of emissions from auto-
mobiles. I hope the Congress will move
quickly to grant authority for temporary
relaxation of requirements and freezing
the standards for auto emissions—now
applicable to 1975 model cars—for two
additional years. This latter action will
permit auto manufacturers to concentrate
greater attention on improving fuel econ-
omy while retaining a fixed target for
lower emissions. These changes can be
made without significantly adverse effect
on our progress in improving air quality.

The Congress has also been advised by
the Environmental Protection Agency of
evidence demonstrating that the reduc-
tions of nitrogen oxides from automobiles
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as required by the Clean Air Act are un-
necessarily stringent and that technology
to achieve the reductions is not yet prac-
ticable. In addition, the Congress has been
advised by the Environmental Protection
Agency that deadlines cannot be met for
meeting air quality standards in some
metropolitan areas without drastically
curtailing the use of motor vehicles. For
instance, these deadlines would require
that motor vehicle usage in Los Angeles
be reduced by as much as 87 percent.

An extensive review is now underway
within the executive branch of the impli-
cations of court decisions which require
that EPA act to prevent “significant de-
terioration” of air quality—a requirement
that is not defined in either the law or
court decisions. This matter has far-reach-
ing implications for public policy regard-
ing land use as well as air quality. Changes
in the law may thus be required to deal
with this problem, and we will consult
with the Congress as appropriate.

We must continue to assess the impact
of actions required by the Clean Air Act
so that there will be a basis for sound de-
cisions that provide an appropriate bal-
ance among our objectives for environ-
mental quality, economic and social
growth, energy supply and national
security.

IV. NEw ADMINISTRATIVE ACTIONS
AND STUDIES

In addition to preparing the legisla-
tive proposals above, I have directed that
a number of executive actions be taken
and additional legislative studies be made
which could help us to succeed with Proj-
ect Independence. Among these actions
are the following:
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OUTER CONTINENTAL SHELF
DEVELOPMENT

The undiscovered oil and gas beneath
our Outer Continental Shelf can provide
a significant portion of the energy neces-
sary to make us self-sufficient. I have al-
ready ordered leasing in that area to be
stepped up. Today I am directing the
Secretary of the Interior to increase the
acreage leased on the Outer Continental
Shelf to 10 million acres beginning in
1975, more than tripling what had origin-
ally been planned. In later years, the
amount of acreage to be leased will be
based on market needs and on industry’s
record of performance in exploring and
developing leases. In contracting for
leases, the Secretary of the Interior is
also to ensure that the proper competitive
bidding procedures are followed and that
environmental safeguards are observed.
He will, in addition, set up an inter-
agency program for monitoring the en-
vironmental aspects of the new leasing
program. There will be no decision on
leasing on the Outer Continental Shelf in
the Atlantic and in the Gulf of Alaska
until the Council on Environmental Qual-
ity completes its current environmental
study of those areas.

ALASKA PIPELINES

In 1973, the Congress passed the Alas-
kan pipeline bill, allowing the construc-
tion of a vitally needed oil pipeline. The
Secretary of the Interior plans to issue the
construction permit for that pipeline this
afternoon, and construction should begin
this year.

It has long been clear that while an
oil pipeline was needed, it alone would not
be enough. In addition to the huge oil

Google

Jan. 23 [17]

reserves in the North Slope of Alaska,
there are also gas reserves there of at least.
26 trillion cubic feet—enough to heat 10
million homes for 20 years. Construction
of a gas pipeline should thus accompany
the construction of the oil pipeline. What
is now needed, and what I am directing,
is prompt action by the Administration.
Interior Secretary Morton expects to re-
ceive two competing applications for the
gas pipeline in the near future, one pro-
posing construction across Alaska and the
other proposing construction across Can-
ada. I have asked the Secretary to con-
sider these proposals carefully but
promptly and to deliver a recommenda-
tion to me as soon as possible. I have also
asked the Secretary to undertake a fur-
ther study of the need for future oil and
gas pipeline capacity and the best routes
for new pipelines should they prove
necessary.

STIMULATION OF SYNTHETIC FUEL
PRODUCTION

At current rates of consumption, our
coal reserves could supply our needs for
300 years while shale oil could satisfy
an additional 150 years of demand.
However, these resources are not easily
recoverable, or usable in a manner that
is environmentally acceptable. There-
fore, the development of a domestic syn-
thetic fuels industry—the production of
oil from shale and the production of gas
or oil from coal—can be an important
element of our program for reducing our
future dependence on energy imports.

The recent bidding for the first com-
mercial oil shale lease indicates strong
commercial interest in shale oil develop-
ment. Five other lease offerings of Fed-
eral oil shale lands will be made this
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year. Several companies have also an-
nounced plans to construct plants for
the production of commercially usable
gas from coal. Nevertheless, a variety of
factors including environmental, eco-
nomic, technical. and regulatory prob-
lems impose constraints on any major in-
crease in the commercial production and
industrial use of svnthetic fuels. T have
therefore asked the Administrator of the
Federal Energv Office to head up an inter-
agency cvaluation of financial or economic
mcentives or regulatory changes that
may be needed to stimulate domestic
production.

EVALUATING ENERGY EFFICIENT PRODUCTS

There are now several products on the
market which, if given wider use. might
help us to use energy more efficiently and
could conceivably reduce air pollution.
Among them are chemical catalvsts and
additives. attachments for automobile
engines and more efficient heat transfer
devices for industrial and home furnaces.
Previously. these products have not been
commercially profitable because of the low
price of fuel. With an increase in fuel
prices, however. thev have become more
attractive. I have therefore directed the
Federal Energy Office to collect informa-
tion on these products and on their energy
efficiency. As results are available. we will
publicize them and. where appropriate,
will purchase the products for use by the
Government.

IMPROVING URBAN TRANSPORTATION

It is widely recognized now that the
development of better mass transit systems
may be one of the kev solutions to both
our cnergyv and environmental problems.
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My budget for fiscal yvear 19735, which will
be sent to the Congress in the next two
weeks, gives special priority to the im-
provement of urban transportation, es-
pecially transit bus fleets. In addition, I
will soon propose legislation to increase the
amount and flexibility of Federal trans-
portation aid which is available to local
communities.

ENERGY RESEARCH AND DEVELOPMENT

Nowhere will the need for the combined
efforts of industry and Government be
greater than in energy research and de-
velopment. If we are to see the successful
culmination of Project Independence, the
Federal Government must work in part-
nership with American industry.

For the last five vears, I have provided
for a continual expansion of our efforts
in energy research and development. Fed-
eral funding increased almost 75 percent
from $382 million in fiscal vear 1970 to
$672 million in fiscal year 1973 and was
then raised to $1 billion for fiscal year
1974. Last June I announced my commit-
ment to an even more rapid acceleration
of this effort through a $10 billion Federal
program over the next five years, and I
asked the Chairman of the Atomic Energy
Commission to develop recommendations
for the expanded program.

Today I am announcing that in fiscal
vear 1975—the first vear of my proposed
five vear, energy R&D program—total
Federal commitment for direct energy re-
search and development will be increased
to $1.8 billion. almost double the level of
a year ago. In addition, I will be request-
ing an increase of $216 million for essen-
tial supporting programs in basic and
environmental effects research.

Regardless of short-term fluctuations in
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the energy supplies, our Nation must move
swiftly and steadily on a course to self-
sufficiency. The private sector clearly must
provide most of the money and the work
for this effort. We must also guard against
Government expenditures which merely
replace private sector investments. But
the Federal Government does have a role
to play in supplementing and accelerating
private development and in filling major
technological gaps where market incen-
tives are lacking. The Federal expendi-
tures which I am announcing today are
designed to serve those purposes.

In pursuing our energy R&D program,
we must maintain balance. We cannot
afford to direct all our efforts to finding
long-term solutions while ignoring our
immediate problems, nor can we con-
centrate too strongly on finding short-
range solutions. Our program must be
structured to provide us with payoffs in
the near, middle, and far term.

For the near term—the period before
1985—we must develop advanced tech-
nologies in mining and environmental
control that will permit greater direct use
of our coal reserves. We must speed the
widespread introduction of nuclear power.
And we must direct work to develop more
efficient, energy-consuming devices, for
use in both home and industry.

Beyond 1985, we can expect consider-
able payoffs from our programs in nuclear
breeder reactors and in advanced tech-
nologies for the production of clean syn-
thetic fuels from coal. By this time, we
should also have explored the potential
of other resources such as solar and geo-
thermal energy.

For the far term, our programs in
nuclear fusion, advanced breeder reactors,
hydrogen generation and solar electric
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power appear to be the ultimate keys to
our energy future.

V. ConNcLUSION

Although shortages were long in ap-
pearing, the energy crisis itself came sud-
denly, borne by a tragic war in the Middle
East. It was a blow to American pride and
prosperity, but it may well turn out to be
a fortunate turning point in our history.

We learned, at a stage short of the
truly critical, that we had allowed our-
selves to become overly dependent upon
foreign supplies of a vital good. We saw
that the acts of foreign rulers, even far
short of military action, could plunge us
into an authentic crisis. The Arab oil em-
bargo will temporarily close some gasoline
stations, but it has opened our eyes to the
short-sighted policy we had been pursuing.

The energy emergency has shown us
that we must never again be caught so
dependent upon uncertain supplies. It is a
lesson the American people must and will
take to heart. By 1980, if we move for-
ward with the proposals I have outlined
today, I believe we can place ourselves in
a position where we can be essentially in-
dependent of foreign energy producers.

America has half the world’s reserves
of coal. It has billions of barrels of oil in
the ground, as well as convertible oil shale.
It has vast natural gas reserves. We have
the world’s largest installed nuclear capac-
ity and half the world’s hydroelectric
plants. This represents a truly enormous
store of energy.

The United States also has the largest
pool of highly trained scientific talent in
the world. Our managerial skills in the
private sector are enormous. And our or-
ganized facilities for solving technical
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problems in universities. businesses, and
government are unparalleled.

I have no doubt that the bringing to-
gether of these natural and human re-
sources can propel us toward an era of
energy independence.

It will take time. But along the way we
will assure that no groups of Americans
are better off because other groups are
suffering. We will assure that the genius
of the free enterprise system is maintained
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and not destroyed by its response to this
crisis.

Years from now, let us look back upon
the energy crisis of the 1970s as a time
when the American spirit reasserted it-
self for the lasting benefit of America and
the world.

Ricuarp Nixon
The White House,

January 23, 1974.

18 Remarks About the Special Message to the Congress on the

Energy Crisis.

THE ENERGY CRISIS is now touching
the lives of millions of Americans. And
just as the people of this country are doing
their part to meet this crisis. now it is time
for the Federal Government. vour Gov-
ernment. to do its part by enacting legis-
lation that will accomplish these goals.

In a meeting with the legislative lead-
ers this morning, I set forth these primary
objectives that I consider to be of the
highest priority for the Congress as it
begins its new session:

—First, we must protect the jobs of
American workers.

—Second, we must prevent price goug-
ing when you buy gas for vour car and
heating oil for your homes.

—Third, we will compel the oil com-
panies and other energy producers to pro-
vide the public with complete informa-
tion on their supplies. And we will prevent

them from making windfall profits
as a result of the sacrifices that vou are
making.

Today. I asked the Congress to enact
over 15 different legislative measures
which will accomplish these goals. In the
next few weeks. I will be sending up addi-
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tional proposals to get this job done. This
legislation is urgently needed to meet the
current crisis and to assure that we, the
United States, can become self-sufficient
in energy by 1980 and not be dependent
upon any other country for our energy
needs.

For several weeks now, millions of
Americans have voluntarily accepted
sacrifices in their comfort and convenience
so that no American would suffer hard-
ship because of the energy crisis.

It is that sacrifice that has helped us to
get through this emergency so far. If that
kind of cooperation by millions of Amer-
icans continues, it means that we can
help to avoid gas rationing this spring.
~oTE: The President spoke at 3:37 p.m. in the
Oval Office at the White House. His remarks
were filmed for later broadcast on radio and
television.

Earlier in the day, the bipartisan Congres-
sional leadership, meeting with the President
at the White House, was briefed on the Presi-
dent’s energy message by Federal Energy Ad-
ministrator William E. Simon. On the same
day, the White House released a fact sheet and
the transcript of a news briefing on the message
by Mr. Simon and Frederick W. Hickman, As-
sistant Secretary of the Treasury for Tax Policy.



