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W i t h i n  recent weeks a number o f  al ternat ive energy proposals have 

been developed. Their development ref lects  the growing consensus t h a t  

the Nation must have a d isc ip l ined  and cohesive national energy policy 

and t h a t  this policy will significantly change our patterns o f  energy 

supply and consumption from those o f  the 60's and early 70's. Agreement 

seems t o  be developing around f ive basic points: 

--The United States can no longer maintain h i s tor ic  energy 
growth patterns. 

--Increased production from conventional domestic sources w i  11 
take years t o  develop. 

--New domestic energy sources will take even longer t o  develop. 

--Reliance on imported o i l  must be reduced. 

--For the short-rung conservation offers the best opportunity for 
moving toward a greater degree o f  energy independence. 

In l a t e  January the General Accounting Office, i n  response t o  

congressional inquiries, developed a package o f  energy proposals which  

we believe t o  be mutually supportive and reasonably comprehensive. 



conservation. 

loans t o  encourage instal la t ion o f  energy saving measures such as storm 

windows and doors and insulation; development of minimum thermal perfor- 

mance standards f o r  new homes and buildings which would be mandatorily 

applied t o  new Federal f a c i l i t i e s  and new homes and buildings financed 

under Federal 1 oan guarantee programs ; and development of model performance 

standards f o r  industrial  processes and a program of investment t a x  credi ts  

f o r  the purchase o f  equipment which meets such standards. 

They include programs o f  tax credits and low in te res t  

m 

Truth-in-energy provisions designed to  increase consumer awareness 

concerning ~. .. energy efficiency would a l s o  be an important part  of this 

package. 

IMPORT REDUCTION 

To reduce dependence on imports, we propose a program of import 

quotas having as i t s  goal the reduction of imports by 2 million barrels 

o f  o i l  a day over a 2 t o  3 year period. To reduce hardships result ing 

from such reducti on, Federal author1 ty  t o  a1 1 ocate petroleum products 

would be continued. 

provided. 

Standby gasoline rationing authority would be 

We believe i t  vi ta l  t ha t ,  over time, the United States reduce i ts  

reliance on imported o i l .  In a moment, I will  summarize the resul ts  o f  

our analysis o f  the energy impacts o f  implementing our package o f  pro- 

any goal of reducing imports m u s t  posals. That analysis indicates that  

be carefully monitored into the 1980s 

closely matched w i t h  the Nation's abi 

new sources o f  supply. 

and that  such actions must be 

i t y  t o  conserve energy and deve O P  
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Under our proposal, the Department would consist i n i t i a l l y  o f  three 

key ent i  ties--the Department o f  the Inter ior ,  the Federal Energy 

Administration, and the Energy Research and Development Administration-- 

which would b r i n g  together the key energy-related agencies of the 

Government. The President would be directed t o  propose additional 

4 

organizational changes he deemed necessary to  further consolidate energy 

ac t iv i t i e s .  

Pending the creation of the Department o f  Energy and Natural 

Resources, we support the establishment o f  an Energy Conservation and 

Production Board operating under broad presidential mandate t o  di rect  

and coordinate the Nat ion 's  energy ef for t .  The Board should have 

authority to  flexibly administer the import quota program and t o  oversee 

administration of the allocation and rationing programs t o  the extent 

these become necessary. 

* * * * * 
There are many s imi la r i t i es  among the various al ternat ive energy 

Key differences include proposals and a number o f  basic differences. 

the manner o f  implementing and the timing o f  any import reduction, the 

extent t o  which o i l  and na tura l  gas prices should be controlled, the 

amount and method o f  phasing i n  any new re ta i l  t a x  on gasoline, and 

the desirabi l i ty  of voluntary as opposed t o  mandatory actions to  improve 

the fuel efficiency of  autornobi les .  

This i s  by no means an exhaustive l i s t ,  b u t  i t  does highlight 

this Committee's and the Congress' problem as you struggle with the 
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Our analysis o f  the impact of  implementing our package of proposals 

indicates that  even w i t h  the implementation o f  strong energy conservation 

measures and increased ef for t s  t o  develop new domestic energy supplies, 

t h e  United States could be forced t o  increase i t s  reliance on o i l  imports 

in the years ahead. 

quotas having as i t s  goal the reduction o f  imports by 2 mill ion barrels 

of o i l  a day over a 2 t o  3 year period from the i r  level a t  January 1 ,  

- 1975. O u r  subsequent analysis indicates tha t  by 1980 such an import 

reduction program implemented along w i t h  our other proposals would result 

i n  energy supplies--foreign and domestic--equivalent t o  33 million 

barrels of oi l  a day t o  meet an expected energy demand equivalent t o  

37.4 mill ion barrels--a de f i c i t  of 4.4 million barrels. 

In our p r o p x a l ,  we suggested a program of import 

Our analysis shows that  neither conservation savings nor domestic 

supply increasing actions will be dramatic enough i n  the short  term t o  

of fse t  the decline in domestic production and the growth i n  demand we 

expect. Assuming a 4 percent annual decline i n  domestic production o f  

oi l  and a 3 percent annual decline i n  the production of natural gas i n  

the lower 48 s ta tes ,  and a low 1.3 percent annual growth in demand as 

a resul t  of strong conservation measures between now and 1980, our 

estimates indicate t h a t  under our proposals we would have to  allocate 

the def ic i t  of 4.4 mi l l i on  barrels o f  o i l  a da.y i n  1980. T h a t  de f i c i t  

could continue to  r i se  beyond 1980. 

This leads us t o  modify our  recommendations regarding import 

res t r ic t ions.  We continue t o  believe t h a t  a program of import  quotas 
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Whatever the import res t r ic t ion goals, we would suggest that  the 

Energy Production and Conservation Board have a clear responsibil i ty 

for carefully monitoring the import quota system and a d j u s t i n g  such 

quotas t o  re f lec t  the Nation's ab i l i t y  t o  conserve fuel and increase 

supply. 

The transportation sector is one of  the few areas where a l l  

a l ternat ive energy proposals are c lear  enough t o  provide a basis fo r  

comparative analysis. 

claimed savings f o r  the various al ternat ive energy proposals are being 

Comparative analysis is  needed because the 

computed under different  assumptions and us ing  different  data bases. 

For example, our analysis of the energy savings i n  the transportation 

sector  claimed by the various al ternat ive proposals showed tha t  average 

miles per gallon required fo r  post-1975 automobiles t o  meet the claimed 

savings resulting from the introduction of more e f f ic ien t  autos, ranged 

from about 17 up t o  27.miles per gallon. 

We also made an analysis of the energy savings expected i n  1980 

from energy conserving actions i n  the transportation sector u s i n g  

common assumptions and a common data base. T h i s  analysis shows tha t  

implementation of our package o f  proposals would result i n  savings 

ranging from 1.6 t o  2.2 m i l l i o n  barrels a day by 1980 as compared t o  

estimated savings o f  1.6 t o  1.7 mi l l ion  barrels o f  o i l  per day under 

the congressional proposal--the next most effect ive proposal i n  achieving 

transportation conservation savings . 
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we also analyzed i ts  impact and found that  i t  would generally have a 

depressing effect  on both economic growth and employment. 

Let me h i g h l i g h t  some of the more s ignif icant  economic impacts 

indicated by our analyses o f  our and the Administration's proposals. 

We estimate t h a t  implementation of our package o f  proposals would 

resu l t  i n  real Gross National Product o f  about $822 bi l l ion i n  calendar 

year 1976 as compared t o  about $802 b i l l i o n  i f  the Administration's 

proposals were adopted--an annual ra te  of growth o f  5 percent as compared 

t o  2.8 percent. The ra te  o f  growth under our proposal is estimated 

to  climb t o  8 percent i n  succeeding years. 

The increase i n  the Consumer Price Index also i s  less under our 

Our proposal doeLXhave a small program, as is the unemployment ra te .  

inflationary impact b u t  i t  i s  spread over a number of years so t h a t  

the economy can easi ly  absorb i t .  Moreover, our analysis indicates 

t ha t  i n  1975 the inflationary impact of our package would be a full 3 

percentage points less than t h a t  indicated for the Administration's 

program. Unemployment under our program is estimated a t  9.0 percent 

i n  1976 and 7.6 percent i n  1977, as compared t o  9.7 percent and 8.6 

percent under the Administration's program. 

r a t e  would mean from 680,000 t o  850,000 more unemployed persons under 

The different  unemployment 

the Administration's program. 

In almost a l l  instances, our analysis indicates t ha t  basic economic 

indicators would change l i t t l e  as a r e su l t  of the implementation o f  our 

program from what they would have been i f  no action a t  a l l  were taken 

on energy. 
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we suggest you use i t  c r i t i c a l l y ,  b u t  we believe you may find i t  useful I 

The check1 i s t  he1 ps identify several i tems included i n  various proposals 

which we believe would be worthwhile additions t o  any package of energy 

proposals: 

- -A statutory requirement that  Federal regul atory agencies give 

energy conservation the highest possible pr ior i ty  i n  a l l  regulatory 

actions. 

wastage i n  railroads,  a i r l i nes ,  trucks, and marine transportation 

and on working w i t h  State regulatory agencies t o  redesign u t i l i t y  

rate structures t o  encourage energy conservation. 

Particular emphasis would be placed on reducing energy 

--Modification of the o i l  price control program t o  create suf f ic ien t  

incentives fo r  producing a l l  o i l  t h a t  can be recovered economically 

through secondary and t e r t i a ry  recovery. 

--A l eg is la t ive  mandate requiring that  the Federal Government se t  an 

energy conservation example fo r  the Nation in a l l  of i t s  ac t iv i t i e s  

which involve the d i rec t  consumption of energy. 

Federal energy consumption accounts f o r  only about 3 percent of 

the Nation's to ta l  energy consumption, we believe i t  imperative 

tha t  the Federal Government s e t  an example which the private 

sector can follow. 

Although d i rec t  

In closing my prepared remarks, I would  emphasize the importance 

o f  reaching early agreement on an energy policy which emphasizes conservation 

and the reduction o f  imports th rough  a quota  system. 

actions are needed to  increase supply, develop s t ra tegi  c reserves, and 

improve energy organization. 

In a d d i t i o n ,  
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