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Senator Hum hrey will resident Ford ' s economic nlan revive th econom? 

Senator Humohre is President Ford right that we can conserve enough 
ener 
~as~xxHe ithout gas rationing? \ 

b(.. t:(> ~I 

•7elcome to CAPITOL CLOAKROOM, j\SENATORHumphrey . You hariHl need an 
. c?..,- A /11 tf.--

intoroduction . You to the Senate in 1949, left it in 1965 

to become Vice President. You ran for the presidency and lost in 1968, 

1971 and now as the iunior Senaoor from 

junior Senators ou are still very much 

member of the Foreign Relations ;1- Agriculture Comm,C. 
vnundl..frl 

and the Select Comm . on/\ uman eeds and of the Joint Economic Comm. of the 

Congress . 

owe seek your economic vie~s, Senator . Humohre 1on President ord ' s 

new nrogram\ hich calls for individutr tax rebates and tax cuts, iHxesxmeHx 

~XH~ixs for increased investment credits, and a corporate tax cut to 
together ill QAV 

usiness which xsxx3 hold down Federal snendinq and t• ·SF increase 

in tariffs on oil imports. The uestion is: Is this a ackage that can 

lead to economic recover ? 

t ell, first of all, it is a ackage that re resents a substantial 

shift on the part of the President . The President has made on tax reduction~ 

for exam le, about 180 degrees turn) since last summer, or last fall. 

At that time I had advanced a tax reduction rogram \1 hich received a "no" 

ign from t e dministration . So, today, I feel that the President has 

come a long ways and ~ hat ge are arguing a out now is ow t e benefit 

~~·11 e distributed and hether or not this rogram is adequate . 
bill 

Let's talk about the tax ~X3~xam first . T e tax reduction on the 

rebate reore ents $12 billion to the erican consumer. Tat ' s exactl what 

had in 1964. nd thing are much different in 1975 . To out it bluntly 

it ' s too little. It i not going to have the imnact he ould like it 

to have . lso• the distribution is not roper . About 45%, I believe it's 

around that figure, about 43% of the benefits go to XHH those ith incomes 

over $20,000 . I think that most of t e enefit should come to families 

and individuals under $20,000. So the forumula that ~h1Fresident has~ I 

take exception to . On the investment tax credit, I th~tk that that ought 

to be new legislation in terms of perspective. In terms of There we 're 

going down the road nm~. From 197 5 on. Iowever, I do favor investment 

tax credit. 

The energ' narts of the Presdient ' s urogram however, are even more 
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controversial. Let me get back again to taxes. 

need right now xi~kkxxaxx most of 
I 

I think that what you 
goes into effect that 

al~is a tax bill that/starts reducing 

withholding tax . immediately. And this is a bill that I have proposed~. 

bill that Will have about $20 billion of tax relief. With 80 some 
tax 

percent of that/relief going to ersons ¥ith incomes under $20,000 a year. 

Instead of 43% of the tax relief going to oeople with incomes over $20,000 

a ear . 

Senator, is Congress in a race with the Presdient? To see who can 

aonear to be taking the initiative on this subject? 

Well, if that's the case
1
that's the best news we 've heard in a long 

time. Because what's been plaguing this town is what I call political 

apathy, and indifference, es~egiaxx~xaxxkkexexeEHkixexxexei particula~ 

at the executive branc ~ .. Ttle t.,rere caught for ax~eax better than a year 

in all the incredible tales of Watergate which paralyzed our government. 

Frankl , we didn't have a government.for 3f":~:r a ear. Exce t what 

Congress could offer. Congress can't run the country. Congress ERHXk 

xuxxkke can lay down olicy. So if there is a healthy competition NOW 

between the Congress and the Presdient, it's all to the good. And I said, 

and I want to repeat it. The President has now come out for a tax 

reduction program . This isxsamekkix~xxkiEk I think is something that's 

been brought about b the solid economic facts of recession. Or should 

I say
1
the sorr economic facts of recession and the pressure from the 

Congress. From here on out we can argue out the details but I think we 
!l.tM~ 

wil1Athat gives us substantial reduction. 

Senator Humphrey there were two parts to President Ford's tax orogram. 

You've been talking about, essentiall , the kaxxrebate on the 1974 taxes. 

He's also SH~~eskiH~XEHks proposing cuts on kke 
witholding reductions 

would shm>~ up in/the second half of this year? 

income 
1975/taxes. 

We• ll, that's based pretty much on this energy bill . 

Which 

And one further point is that this would have a form pretty much 

like what you have called for. 
for 

That is correct. That is correct. But it is also based ~ the 

revenue which he hopes to get to provide that is based on his energ 

0 rogram. Primarily to raise money off the tariffs that he would impose 

on the importation of crude oil and upon excise taxes NkiEk that will 

be placed on natural qas and on domesticcally produced 
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crude oil . So, I think, that we have qot to take a qood hard look 

at the economics here ~ that the President has nronosed. Because this 

really is a sort of chanqinq of monev between different hands . 

You take it rrom one qroun in enerqv costs and vou qive it to the other 

qroun. But the other qroup is the oneJ who also use the enerqy . So you 

reallv don't et too much tax relief,. out of it . 

vell, Senator, is there any real stimulu involved here . e ' re 

ta king about a tax cut, an imme iate tax cut, erhans, to individuals . 

in the re ident t s urogram of $12 billion . nd then vou add an ad itional 

~55 'llion in costs of fuel . o here's t~e sti ulus? 

T at' w at I vas sayinq . That the tax cut uronosed in the beginning 

was too small. It will not give t e stimulus that it needs . But, 

fortunately, the rinciple of the tax cut has nov been established . 

Secondl , the impact of the increased cost o-f energy ,, hich ou have 

calculated may I sa is a verv rough calculation . ve do not reall know 

hat t e imuact is going to be . For example, if you increase the urice 

of crude oil to $15 . 50 a barrel, and t at ' exactly hat it is . 

resently, in the United States the mixed blended price bet een imported 

c ude and domestic crude is $9 . 50 . And ou ' re goinq to increase the 

nrice of crude oil in the United States to $6 . 00 a barrel . That is qoing 

to effect not onl the gasoline prices at the pum which can be an where 

rrom . 08 to $ . 12 a gallon but it v' ll also a ffect fuel oil . ~ That is 

heatinq oil, diesel fuel oil, the netrochemical industry, 

fertilizer, ever thing across the board . And I ~®NX do not elieve the 

dministration has thought thru the economic~ of t his . The question is 

hov much will it raise the cost of living? They say 2% . I sav closer 

to 4$ . That ' s the calculation of our peonle in the Joint Economic 

Committee. Secondl , if ou increase the rice of crude oil as much 

as the President is conte plating what will this d o to em l oyment? 

~ at will this do to industry ~ v1at impact is it go i nq to have on the 

reces ion . And I think it does not have the stimulating effect for sur e . 

And hoH much deadening effect does it have? 

Does it have the conservinq effect that the President wants? 

That ' s debatable . But at least the Preisdent is usinq his roqram 

for that nurnose . I think it is hiqhlv questionable as to whe t her or no t 

it will have as much conservinq effect as the President is contemplating . 

0bviousl it will have some . hen nrice qoes UP there is no doubt 

there is smaller usaqel or less usaqe of the product . T ere isn 't an 
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dou t about that. But you have to balance jj g 33 SF all of this off. 

This s thv I hesitate to be too dogmatic here . about it. I think we 
• It, r-~ 

need to look at this very carefully. But don 't let anybody be fooled . 
II 

If the Presmdent's energy orogram is enacted let's assume Number one 

that it will conserve. And it will conserve some . Second~ , I do think 
of view of 

that from the oomnt/.r research and development that it has considerable 

merit . But on the point of what it does for the economy, I think we have 

been givens ort answers or short and simnle answers for com_lex problems . 

It will definitely increase the cost of living. In other words ~xxxkx 
Price 

the Cost of Living/Index will definitely go up . They say about ~ 2% I 
UD.SV?- 70 

say ~~ t a L 4 % • It will ~RXXHXX¥ definitel increase the cost of industr~l 

reduction. Will this have an effect on emnloyment? I think it may very 

'ell xxxkxxkxixxmax have an advers~ffect . So we will have to balance 

t is off with exceeding care. nd that's wh the Joint Econmic Comm . 

wil l be holding hearings prommntly on the ~ ...... President ' s proposals . 

And this is vhv I think every committee in Congress should gear un for 

a much linger shift than we have been contemp lating. et rid of our 

vacation in ebrl uar . Ne've got no time to be fooling around . We need 

to get at the job and stick with it. 

enator, if you have this stand-off of tax relief on the one hand 

and higher fuel costs on the other and go ahead and 
~ 

dol\ as the 

President wants and hold down Federal spending, Are you going to have 

much stimulus at all? If not negative stimulus? 

Here ' what I feel. On the one hand the Pre ident kas received 

advice fro eo le r..•T om I 'vould call the more modern econvsts that 

sav) r. President you need a tax reduction, a substantial one, to get the 

economy on the way . To start mo~ing it again. Or as he put it, to ut 

t~e monev back in the hands of the citizen, the taxna er , and not in the 

n s of t e government . That as satisfied that groun of advisors. 

On the other hand, he has a group of advisors that are traditional, 

conservative epublican economists. I have 6 to use t hat terminology 

because es entiall that is w at it is. r~o said, 1r . Presmdent vou haveoint 

got to KXN slo~ down things around here . You've got to slo do.vn ~ederal 

' rograms, youv~ got to slow down Social Security increases, and ou've 

got to raise the price of energy . That satisfies t at groun. And I am 

afraid that it is not what I would call a consistent economic policy . 

It's two olicies. And the have to be dove-tailed much better than the 

are as I see it. For exam. le, the President ~ did not tell us a thing 
-.~.-r 
a 1 ac "hat we are going to do for the housing i~ustry. 01 let me just 
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lay it on the line. There is no recoverv from this recession.as long as 

the construction industry is i~ de ression. Just forget it . You can 

reduce taxes, you can do all kinds of thin~s. But until something is 

done that will release money for mortgages at reasonable rates of interest) 

until ou can ease the money supply , which means that the Federal Reserve 

syste has to be involved at reasonable rates of interest this countr 

is going to have a growing recession desoite tax reductions. -~d I didn't 

hear a word about what we are going to do for the housing industr in 

Americ~ which i the bell-weather indsutr . And if we don 't do something 

to get it out of the doldrums)to get the skilled work force back to workJ 

to get these constrf uction companies back on the 'ob
1

to start building 

these homes ou are going to have mounting unemolovment and continued 

economic do nturn. 

Senator Hum hre can I go back to energv for just a momemt? 

First, do you . believe, astome of your fellow Democrats ,that 

rationing is the only answer to real ly conserve? And , secondly, no one 
SU,€£.. 

seems ·a 1 

- what the effects are if we do conserve in the terms of 
jobs 

emplo¥ment. .Vhat does it mean in terms of 7 

HiliiX:k if we cut down 

on a million or two million barrels a dayf 

I can't give ou that answer and I don 't believe in tr ing to answer 
do not at least 

question&round about which I xxxxeaxt have so e knowled e. This is 

h I sa the energy proposals which have been given by the President 

are a mixed bag . I don 't want to be contrar about it. And this is no 

ti e x~xERX for partisanship . I think on the basis of expf oration, 

develo_ment and research the were very encouraging. On the economics 

of them, I am very much concerned. I don 't quite know, but it ould be 

my off-hand judgment~hat if you have to cut back substantially on the 

consum tion of Petroleum products , that unless ou have a s stem of 

allocation. that assures adequate supplies for agriculture and for industry 

for the income producing segments of the economy you are going to be in 

serious trouble. I hope that the President ' s program calls for a strict 

urogram of allocation. I think that we ought to reduce imports, number one. 

We ought to reduce imports. That can be done just by uota. Secondl , I 

think ~e need an allocation program . 

Rationing? 

Well, first an allocation program to ensure that adequate supplies 

go to certain key segments of our economy. And , thirdly, before we start 

to increase the price of crude oil and oil and all petroleum products, 

b a tremendous jump, b $6.00 a barrel is the average jump increase I think 
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e better x~ take a good ha~ look at ~ ................ _. what the long-

term economic ramifications are involved in this , and whether or not 

an allocation and rationinq .. program is not a better alternative. 

ow, I know the President has studie~ that alternative . I know thev 

have rejected that alternative. They feel that the oricing system is 

better. In other words b raising the price, you• ration it . 

You force people out of using it. Now the uestin is you force 

people out? And who is going to get the heaviest burden? 

r,Y sense. 

what 

And it appears to me and of- course, as we said earlier you have to keep 
J 

in mind that tied in with this energy program is the tax reduction program. 

iLt1 
rightly so, ~ you get tax reduction'>- 17.> you (f,tl <;,t'ff 

.~d the President will a_,, and 
fl rJ I (I) TH€-

j!J 2 increase4~cost of energy . But I say that is a stand-off as far 

as a stimulus to the economy . You don 't really get that extra push for the 
'TI/Ar 'lOU NftD. 

year- 1975 and 1976~ Because if you increase the cost of petroleum 
I~ /1-P/'i~J) '/.IIJ7 Mf f.. ' 

$55 billion ~ and you only give a tax reduction in the same year ~ $15 billi 

which is about hat the are contemolating .--You don 't get any stimulus . 

As a matter of fact, you get a ush-down again, a pressure on the economy, 

Senator Humphrey in other Parts of the President's rogram 

1ill the Congress buy a slowing down in the Social Security benefitS 

increases? 

Not with my vote. 
A4 ft JIJ !:.T 

Will it buy ~@ftl!llmiiZs ss;g.a.-?•·~s-.£ .. R~pMH~&~a.-&•h~2 his proposal ~any new 

s ending bills ? 

Well, I do think that there will be a feeling on the part of the 

Congress to go easy on new spending. I do feel, however, that rhen it comes 

to Social Security that their~~ a sense of social justice amongst the 
·1 t1t>Prv 

members of Congress whichAwill make itself evident . People who have 

suffered grievousl from this inflation have x been the elderl 

people in our country. People on fixed incomes. Those Social Security 
~o£qu.-.,.c. 

benefits are not a?&- . And that's why we put a Cost of Living 

escalator clause in the Social Security law. So that we could have some 

equit here . It's one thing to tell a person who is earning $20,000 

a year in government service, for example, that he ought not to get 

anymore than a & 5% ay increase. I can understand that. And I t hink 

those are the matters that deserve H our very care fu l attention and 

ossibly our x~xk synthetic attention. But when you are telling someone 

who is getting $150 a month on Social Securit~ or a couple that'~ getting 

$200 ~xx a month or $180 a month
1

and have to pay rent out of that, and have 

'?a't't :R l-to pay heat, and have to pa for their groceries. That all going to 
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get as a maximum out of $200 a month is another $10 increase . I really 

don 't believe you can justify that . And I think the President was poorly 

advised to make that reco~endation . I don~t believe Congress will buy 

that at all. Now there are other things that Congress is going to have 

to look at. Because medical costs have gone up and people on edicare, 

and peoole need food stamps. Here is the Administration sa ing they are 

going to save mone . I think they estimate 600 million dollars when the 
p~t}j#,/..L 

raise the pric~ of the food stamos. So, actuall , that some ~ 
5 1 who 

would buy food stam• s for their health would be _aying more for the food 

stamps than the food stamps will actually buy . I'm intor4 u s ing 

legislation to revent that . Because we cannot take more out of the hides 
..... u .... 

of the ooor and the elderl in this country. It is wrong . If are 
~·ltl, 

sacrifices to be made let me make .-. , let some of the re~t of us make 

themJand I say that b~ause some of us can make more sacrifices. The same 

thing is true in the use of energy. There are some things which we can 

conserve on in energ . In allocatiatl we can do a great deal of it. And, also
1 

the moral leadership in this counyry .-I would have had every governor in 

here, ever mayor in ever major city, the oil companiesm, 

~people and fill that ~hite House and ask• them to face the emergency which 
..,.,,. , • -~~ tS ~w,;rp f fptv-'4nl11uJc 

is ours. We have to K have ~-discipline,., as well as!lenforced discipline. 

And I be t you if we ~ould do that, if we 'd make this a real concerted effort, 

we could do a great deal to conserve on energy. I'm verv pleased that the 

President has recommended these tax credits for example on iHHX insulation, 
P'i.O~ 

This is something \'ie 1 sd in the ,Joint Economic Comm · ttee. We t hink it • s 

prettv heloful. There are manv a'S in hie vou can save, and there are 

man qa s t~at vou can develop our energy resources. But I noticed that 

the Administration 's proposals on solar energy are still very limited. 

The sun is the source of all energy . ~e've siimply got to get at "· 

And we can do a "hole lot more on the use of coal. The President did come 

down on that ) and I want him to push that issue considerabl~ more . nd when 

I h ear that we can't make it less pol lutant I don't bu t at . The Britis~ 

did it. Years ago Great Britain almost choked itself to death in a 

\"eather inversion. You recall that there were hundreds of oeople who lost 

their l'ves - in London . And what did the British government do? It 

established firm environmental standards. And the British burn ~R+: 

How do ou feel f~Aiabout the delav that the President has made in 

auto emission standards? 
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Again I do not~l that the engin~eering st~dies nrove• that that 

is necessary. I think that the automobile industry needs to be told quite 

candidl that they need to produce a much more efficient fuel using engine. 

Of course, the~~nswer is that t e engineerinq isn't there t 

Nell, get the enginneerinq at it . I guarantee you that the President 

used some examples in his State of the Union 1essage where he said that 

Dosevelt called for the production of 60,000 planes and we produced more. 

And the great things that we've done in this country . If ve really 

want to do~ t we can do A it. And 1 I have a feeling that there is a little 

bit too much coziness i ,, between the automobile industry and the 

'l'd t And l'ttl t h' 1 k ' ~d' . h' d 01 1n us ry. a 1 e oo muc 1nter oc 1ng~ 1rectors 1ps an 

ownership between coal and oil. No one yet has got into this oil industry 

set-up. They O'Ym the oil from the well right ~ the retail gas station . 

From the well to the oump that puts the fuel oil in your house or your 

business. That kind of vertical and horizontal integration is a real 
. . A(' I! T.IC. (. • 

monopol1st1c J .. I . Needs to be gone into. And strongly and promptly. 

Senator Humphrey, there are some critics who say that taken all 

together this program is of greater benefit to business than to individuals. 

o ou agree? 

In the main I would sav so . But I wouldn ' t want to sav it is onl , 

o viousl , it ' s greater benefit to business . The 12% rebate on 

investment tax credit is a very substantial amount to business. A quarter 

of the total rebate tax package. That ' s a ver large amount . I do believe 

that for the future that we could get a good 10% investment tax credit. 

~nd with some special considerations to utilities. But when the President 

recommends a decrease in the corporate tax rate from 48 to 42% a 6% 

drop. I'm not at all sure that the economics of tada justify that 

along with an investme~ tax credit . The investment tax credit makes sure 

that you have s pecial emphasis, spec~l tax consideration if you expand 

our plant, _ ou improve our productivity, if you put in new tools. 

The 6% tax cut- that ' s just taking it home . 

Senator Humphrey, your reaction to where do we go from here on the 

Soviet Union ' s backing away from the trade agreements? 

That was a decision made by the Soviet Union and I think a very 

unfortunate one. For them not for us . For them. rve extended the most 
~.4~)~ 
0~~~xi~XH~ treatment . 
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Under .... conditions? 

Under conditions, t hat nre verv desirable conditions . The American 

oeople are con cerned about human rights . I thank God that this country 
INTUN~tn•NM-at long last has the courage to speak up in the 'i1 ' L&Eib' tl cornmunit for 

human rights . We ought to do it all over . In South Africa, The Soviet 

Union and in country after country . Ale ought to let people knmv that we 

do have some ethical standafa s and some mor, al standards in this country . 

And it will help by t e way in aking us do a better job here at home . 

And we also orovided for the Soviet Union~~ Export-Import Bank a 

large amount of money ) Under credits 0 ~nd if thev want to turn that 

down, I regret it, I hope that they will rethink but if thev want to do it 

that is a decision that vas made in the Kremlin and it mav have a lot to 

do ~ith the kind of internal politics that ' s going on within the Soviet 

Union . I don't know what Mr . Breznev ' s position is now . I hope that 

the s irit of detente will continue . I want to see it continue . But the 

Soviet Union has made its own decision. Nov maybe it can get the money it 

~ ants in estern Europe or from the OPEC countries . I don't know. 1aybe 

they can do business with them. But we have a right to establish our 

standards and I think the Trade Bill which we passed included the 

Soviet Union viaS a reasonable trade bill . And the Soviet Union I think 

has made a serious blunder in rejecting it. 

You would not favor then changing those conditions, Senator? 

ot articula~l. Surely not on the loans . nd I think that what we 

did in reference to human relations to immigration is a comoromise. 

After all
1
it was a compromise. 

Thank you very much, Senator Humphrey for bei ng with us on C.C . 

# # # # # # # # # # 
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