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Within recent weeks a number of alternative energy proposals have
been developed. Their development reflects the growing consensus that
the Nation must have a disciplined and cohesive national energy policy
and that this policy will significantly change our patterns of energy
supply and consumption from those of the 60's and early 70's. Agreement

seems to be developing around five basic points:

oQE// --The United States can no Tonger maintain historic energy
growth patterns.
\\ --Increased production from conventional domestic sources will
take years to develop.

--New domestic energy sources will take even longer to develop.
--Reliance on imported o0il1 must be reduced.

--For the short-run, conservation offers the best opportunity for
moving toward a greater degree of energy independence.

In Tate January the General Accounting Office, in response to
congressional inquiries, developed a package of energy proposals which

we believe to be mutually supportive and reasonably comprehensive.
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conservation. They include programs of tax credits and low interest
Toans to encourage installation of energy saving measures such as storm
windows and doors and insulation; development of minimum thermal perfor-
mance standards for new homes and buildings which would be mandatorily
applied to new Federal facilities and new homes and buildings financed
under Federal loan guarantee programs; and development of model performance
standards for industrial processes and a program of investment tax credits
for the purchase of equipment which meets such standards.

Truth-in-energy provisions designed to increase consumer awareness
concerning energy efficiency would also be an important part of this

package.

IMPORT REDUCTION

To reduce dependence on imports, we propose a program of import
quotas having as its goal the reduction of imports by 2 million barrels
of oil a day over a 2 to 3 year period. To reduce hardships resulting
from such reduction, Federal authority to allocate petroleum products
would be continuedf Standby gasoline rationing authority would be
provided.

We believe it vital that, over time, the United States reduce its
reliance on imported oil. In a moment, I will summarize the results of
our analysis of the energy impacts of implementing our package of pro-
posals. That analysis indicates that any goal of reducing imports must
be carefully monitored into the 1980s and that such actions must be
closely matched with the Nation's ability to conserve energy and develop

new sources of supply.



Under our proposal, the Department would consist initially of three

key entities--the Department of the Interior, the Federal Energy
Administration, and the Energy Research and Development Administration--
which would bring together the key energy-related agencies of the
Government. The President would be directed to propose additional
organizational changes he deemed necessary to further consolidate energy
activities.

Pending the creation of the Department of Energy and Natural
Resources, we support the establishment of an Energy Conservation and
Production Board operating under broad presidential mandate to direct
and coordinate the Nation's energy effort. The Board should have
authority to flexibly administer the import quota program and to oversee
administration of the allocation and rationing programs to the extent

these become necessary.
* * * * *

There are many similarities among the various alternative energy
proposals and a number of basic differences. Key differences include
the manner of implementing and the timing of any import reduction, the
extent to which oil and natural gas prices should be controlled, the
amount and method of phasing in any new retail tax on gasoline, and
the desirability of voluntary as opposed to mandatory actions to improve
the fuel efficiency of automobiles.

This is by no means an exhaustive list, but it does highlight

this Committee's and the Congress' problem as you struggle with the



Our analysis of the impact of implementing our package of proposals
indicates that even with the implementation of strong energy conservation
measures and increased efforts to develop new domestic energy supplies,
the United States could be forced to increase its reliance on 0il imports
in the years ahead. In our proposal, we suggested a program of import
quotas having as its goal the reduction of imports by 2 million barrels

of oil a day over a 2 to 3 year period from their level at January 1,

1975. Our subsequent analysis indicates that by 1980 such an import
reduction program implemented along with our other proposals would result
in energy supplies--foreign and domestic--equivalent to 33 million
barrels of 0il a day to meet an expected energy demand equivalent to
37.4 million barrels--a deficit of 4.4 million barrels.

Our analysis shows that neither conservation savings nor domestic
supply increasing actions will be dramatic enough in the short term to
offset the decline in domestic production and the growth in demand we
expect. Assuming a 4 percent annual decline in domestic production of
0il and a 3 percent annual decline in the production of natural gas in
the lower 48 states, and a low 1.3 percent annual growth in demand as
a result of strong conservation measures between now and 1980, our
estimates indicate that under our proposals we would have to allocate
the deficit of 4.4 million barrels of oil a day in 1980. That deficit
could continue to rise beyond 1980.

This leads us to modify our recommendations regarding import

restrictions. We continue to believe that a program of import quotas



Whatever the import restriction goals, we would suggest that the
Energy Production and Conservation Board have a clear responsibility
for carefully monitoring the import quota system and adjusting such
quotas to reflect the Nation's ability to conserve fuel and increase
supply.

The transportation sector is one of the few areas where all
alternative energy proposals are clear enough to provide a basis for
comparative analysis. Comparative analysis is needed because the
claimed savings for the various alternative energy proposals are being
computed under different assumptions and using different data bases.
For example, our analysis of the energy savings in the transportation
sector claimed by the various alternative proposals showed that average
miles per gallon required for post-1975 automobiles to meet the claimed
savings resulting from the introduction of more efficient autos, ranged
from about 17 up to 27 miles per gallon.

We also made an analysis of the energy savings expected in 1980
from energy conserving actions in the transportation sector using
common assumptions and a common data base. This analysis shows that
implementation of our package of proposals would result in savings
ranging from 1.6 to 2.2 million barrels a day by 1980 as compared to
estimated savings of 1.6 to 1.7 million barrels of 0il per day under
the congressional proposal--the next most effective proposal in achieving

transportation conservation savings.
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we also analyzed its impact and found that it would generally have a
depresging effect on both economic growth and employment.

Let me highlight some of the more significant economic impacts
indicated by our analyses of our and the Administration's proposals.

We estimate that implementation of our package of proposals would
result in real Gross National Product of about $822 billion in calendar
year 1976 as compared to about $802 billion if the Administration's
proposals were adopted--an annual rate of growth of 5 percent as compared
to 2.8 percent. The rate of growth under our proposal is estimated
to climb to 8 percent in succeeding years.

~ The increase in the Consumer Price Index also is less under our
program, as is the unemployment rate. Our proposal does have a small
inflationary impact but it is spread over a number of years so that
the economy.can easily absorb it. Moreover, our analysis indicates
that in 1975 the inflationary impact of our package would be a full 3
percentage points less than that indicated for the Administration's
program. Unemployment under our program is estimated at 9.0 percent
in 1976 and 7.6 percent in 1977, as compared to 9.7 percent and 8.6
percent under the Administration's program. The different unemployment
rate would mean from 680,000 to 850,000 more unemployed persons under
the Administration's program.

In almost all instances, our analysis indicates that basic economic
indicators would change 1ittle as a result of the implementation of our
program from what they would have been if no action at all were taken

on energy.
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we suggest you use it critically, but we believe you may find it useful.
The checklist helps identify several items included in various proposals
which we believe would be worthwhile additions to any package of energy
proposals:

--A statutory requirement that Federal regulatory agencies give
energy conservation the highest possible priority in ail regulatory
actions. Particular emphasis would Be placed on reducing energy
wastage in railroads, airlines, trucks, and marine transportation
and on working with State regulatory agencies to redesign utility
rate structures to encourage energy conservation.

--Modification of the o1l price control program to create sufficient
incentives for producing all oil that can be recovered economically
through secondary and tertiary recovery.

--A legislative mandate requiring that the Federal Government set an
energy conservation example for the Nation in all of its activities
which involve the direct consumption of energy. Although direct
Federal energy consumption accounts for only about 3 percent of
the Nation's total energy consumption, we believe it imperative
that the Federal Government set an example which the private

sector can follow.

In closing my prepared remarks, I would emphasize the importance
of reaching early agreement on an energy policy which emphasizes conservation
and the reduction of imports through a quota system. In addition,
actions are needed to increase supply, develop strategic reserves, and

improve energy organization.
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