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Senator Humnhrev will President Ford's economic nlan revive the economv?
Senator Humphrevy is President Ford right that we can conserve enough

enerqy

gaga¥kre without gas rationing? o
opLy AGRL

Welcome to CAPITOL CLOAKROOM,ASPNATORHumnhrev You hardly need an
. CAMC -~ o i
intoroduction. VYou wetceaaseassemsi t0 the Senate in 1949, 1left it in 1965
to become Vice President. You ran for the presidency and lost in 1968,
and came back to the Senate in 1971 and now as the junior Senabdor from

MaN
Minnesota. nllke of the junior Senators vou are still verv much
oN mpHy s I%-lllgﬂlllh
hpard from ou areh memher o’F the Foreign 'lolatlons’-Aquculture Commg,
and the Select Comm. on,ﬂuman Needs and of the Joint Economic Comm. of the
Congress.,

So we seek vour economic views, Senator.Humnhrev!on President Ford's
new nroqramt which calls for individu"'tax rebates and tax cuts, Ir¥EsSkmsERk
b 3:16.9.4:4 for increased investment credits, and a cornorate tax cut to

together will
business which xsxk®@ hold down Federal svendinag and * increase
in tariffs on oil immorts. The question is: Is this a package that can
lead to economic recoverv?

Well, first of all, it is a package that renresents a substantial
shift on the part of the President. The President has made on tax reduction,
for example, about 180 degrees turn) since last summer, or last fall.

At that time I had advanced a tax reduction program which received a "no"
sign from the Administration. So, todav, I feel that the President has
come a long ways and what we are arguing about now is how the benefits
will be distributed and whether or not this program is adequate.

Let's talk about the tax ﬂx;;i;m first. The tax reduction on the
rebate reoresents $12 billion to the American consumer. That's exactly what
we had in 1964. And things are much different in 1975. To nut it bluntly
it's too little. It is not going to have the impmact he would like it
to have. Also@® the distrihution is not promer. About 45%, T believe it's
around that fiqure, about 43% of the benefits go to k&h® those with incomes
over $20,000. I think that most of the benefits should come to families
and individuals under $20,000. So the forumula that thﬁrresident ha%,I

.
take exception to. On the investment tax credit, I thﬁik that that ought
to be new legislation in terms of perspective. In terms of where we're
going down the road now. From 1975 on. However, I do favor investment

tax credit.

The energy parts of the Presdient's program however, are even more
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controversial. Let me get back again to taxes. I think that what wou
goes into effect that

need right now’ EXgREXRENX most of all} is a tax bill that/starts reducing

withholding tax.immediately. And this is a bill that I have Dronosed‘t

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

percent of that/EZTieF going to persons with incomes under $20,000 a vyear.

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

a vear.

Senator, is Congress in a race with the Presdient? To see who can
annear to be taking the initiative on this subiject?

Well, if that's the case’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, =maxrarxaiixxsaxkRexzxErHkxvexikswsi narticularb
at the executive branch, We were caught for axxmax better than a vear
in all the incredible tales of Watergate which paralvzed our government.
Frankly, we didn't have a government.for 52&:==gz.a vear. Excent what
Congress could offer. Congress can't run the countrv. Congress marxk
xurxkRe can lav down s policy. So if there is a healthy competition N0
between the Congress and the Presdient, it's all to the good. And I said,
and T want to repeat it. The President has now come out for a tax
reduction program. This xxxxamskhkxirgxwkkzk I think is something that's
been brought about by the solid economic facts of recession. Or should

I say ,the sorrv economic facts of recession and the pressure from the

)
Congress. From here on out we can argque out the details but I think we
B T . :

wil Athat gives us substantial reduction.

Senator Humphrey there were two parts to President Ford's tax program.
You've been talking about, essentially, the kaxxrebate on the 1974 taxes.

income
He's also XHESEXEKXREXEMEKE proposing cuts on kke 1975/taxes. Which
witholding reductions

would show up in/the second half of this vear?

Weell, that's based pretty much on this energy bhill.

And one further point is that this would have a form prettv much
like what you have called for.

for

That is correct. That is correct. But it is also based sm the
revenue which he hopes to get to nrovide that is based on his energy
nroagram. Primarily to raise monev off the tariffs that he would imnose

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

be nlaced on natural gas and on domesticcally produced
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crude o0il. So, I think, that we have got to take a good hard look

at the economics here, that the President has pronosed. Because this
really is a sort of changing of monevy hetween W different hands.

You take it from one aroup in enerqv costs and vou give it to the other
aroun. But the other qroup is the one§ who also use the energv. So vou
reallv don't get too much tax reliefg out of it.

Well, Senator, is there any real stimulus involved here. Te're
talking about a tax cut, an immediate tax cut, perhans, to individuals.
in the Presidentls program of $12 billion. And then vou add an additional
855 bhillion in costs of fuel. So where's the stimulus?

That's what T was saving. That the tax cut pronosed in the beginning
was too small. Tt will not give the stimulus that it needs. But,
fortunatelv, the principle of the tax cut has now been established.
Secondly, the impact of the increased cost of energy which you have
calculated may I sav is a verv rough calculation. e do not reallyv know
what the immact is going to be. Tor example, if vou increase the price
of crude oil to $15.50 a barrel, and that's exactly what it is.
Presently, in the United States the mixed blended price between imported
arude and domestic crude is $9.50. And you're going to increase the
nrice of crude oil in the United States to $6.00 a barrel. That is going
to effect not onlv the gasoline prices at the pump which can be anywhere
from $.08 to $.12 a gallon but it will also affect fuel oil. @t That is
Supimmisky heating oil, diesel fuel oil, the netrechemical industry,
fertilizer, evervthing across the board. And I #srx do not believe the
Administration has thought thru the economics of this. The question is
how much will it raise the cost of living? They sav 2%. I sav closer
to 4$. That's the calculation of our people in the Joint Economic
Committee. Secondly, if vou increase the price of crude oil as much
as the President is contemplating what will this do to employment?
what will this do to industry? Wwhat impact is it going to have on the
recession. And T think it does not have the stimulating effect for sure.
And how much deadening effect does it have?

Noes it have the conservina effect that the President wants?

That's debatable. But at least the Preisdent is using his nrogram
for that purrmose. I think it is highly aquestionable as to whether or not
it will have as much conserving effect as the President is contemplating.
Nbviously it will have some. When orice goes up there is no doubt

there is smaller usaqe, or less usaage of the product. There isn't any
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doubt abhout that. BRBut vou have to halance xswiaewigeelilk 511 of this off.

This is whv I hesitate to be too dogmatic here, about it. I think we

need to look at this ver%?ﬁgrefullv. But don't let anvbody be fooled.

If the Presddent's energy nrogram is enacted let's assume Number one

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

that from the pomnt/# research and develonment that it has considerable

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

heen given short answers or short and simnle answers for complex problems.

It will definitelv increase the cost of living. In other words mfxkkx

Price
the Cost of Living/Index will definitelv go ur. They sav about & 2% I

CLO5 R TO
say asowt 4%, It will #mfxrxkx definitely increase the cost of industr&‘l
nroduction. Will this have an effect on emnloyment? I think it may very
well Exkhimkxxkxmax have an adverse*ffect. So we will have to balance
this off with exceeding care. 2And that's why the Joint Fconmic Comm.
will be holding hearings prommntly on the WilllR °resident's nronosals.
And this is whv I think everv committee in Conaress should gear urp for
a much linger shift than we have been contemplating. Get rid of our
vacation in Febrfuarv. We've got no time to be fooling around. We need
to get at the job and stick with it.

Senator, if vou have this stand-off of tax relief on the one hand
and <“wgigmmx hicher fuel costs on the other and go ahead and doj\as the
President wants and hold down <@ Federal snendina, Are vou going to have
much stimulus at all? If not negative stimulus?

Hera's what I feel. On the one hand the President has received
advice from neople whom I would call the more modern econQ msts that
sav>Wr. President you need a tax reduction, a substantial one, to get the
economv on the wav. To start moying it again. Or as he put it, to put
the monev back in the hands of the citizen, the taxnaver, and not in the
hands of the government. That has satisfied that groun of advisors.

On the other hand, he has a groun of advisors that are traditional,
conservative Republican economists. I have gto use that terminology

because essentially that is what it is. Who said, Mr. Presddent vou haveo&hb
got to xIw slow down Things around here. VYou've got to slow down Tederal
programs, yodvlb got to slow down Social Security increases, and you've

got to raise the price of enerqgv. That satisfies that groun. 2And I am
afraid that it is not what I would call a consistent economic policv.

It's two policies. And they have to bhe dove-tailed much better than they

are as I see it. For example, the President # did not tell us a thing

abouds ) ) }
mmbwe vhat we are going to do for the housing incgustrv. Now 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 ir#.deoression. Just forget it. VYou can
reduce taxes, vou can do all kinds of things. But until something is
done that will release money for mortgages at reasonable rates of interes?,
until vou can ease the money supnly, which means that the Federal Reserve
svstem has to be involved at reasonable rates of interest this country
is going to have a growing recession desnite tax reductions. And I didn't
hear a word about what we are going to do for the housing industrv in
Americag which is the bell-weather indsutrv. A2And if we don't do something
to get it out of the doldrums)to get the skilled work force back to work)
to get these constr,uction companies back on the ﬁob,to start building
these homes vou are going to have mounting unemplovment and continued
economic downturn.

Senator Humphrev can I go back to energv for just a momemt?
First, do vou Sljill¢ believe, as®ome of vour fellow Democrats,that
rationing is the onlv answer to reallv conserve? And, secondlv, no one
seems %what the effects are if we do conserve in the terms of
emnloument. Wwhat does it mean in terms of l:zgi!nnu! if we cut down
on a million or two million barrels a day®

I can't give you that answer and I don't believe in trying to answer

do not at least

S cuestionfiround about which T akxkmast have some knowledge. This is
why I sav the enerqgv oronosals which have been given bv the President
are a mixed bag. I don't watt to be contrarvy about it. And this is no
time kmxkEx for partisanshin. I think on the basis of exnforation,
development and research they were verv encouraging. On the economics
of them, I am verv much concerned. I don't quite know, but it would be
my off-hand judgment ®hat if vou have to cut back substantially on the
consumntion of petroleum products, that unless vou have a system of
allocation, that assures adequate sunnlies for agriculture and for industry
for the income producinag segments of the economv you are going to bhe in
serious trouble. I hope that the President's program calls for a strict
program of allocation. I think that we ought to reduce imnorts, number one.
We ought to reduce imports. That can be done just by quota. Secondly, I
think we need an allocation program.

Rationing?

Well, first an allocation proagram to ensure that adequate supplies
ago to certain kevy segments of our economv. And, thirdlv, before we start
to increase the price of crude oil and oil and all petroleum products,

by a tremendous jump, by $6.00 a barrel is the average jump increase I think
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we better ka take a good hay g, look at Smeesminisbmesstsmse hat the lonag-

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

an allocation and rationinag S nroagram is not a bhetter alternative.

¥rmwx Now, I know the President has studieJ that alternative, I know thev

have rejected that alternative. Thev feel that the pricing svstem is

better. 1In other words by raising the price, voup ration it. IA? sense,

You force people out of using it. Now the questin is vou force what

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

And it apnears to me ané)of‘ course, as we said earlier vou have to keep

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

And the President will “3, and rightly so, j} vou get tax reduction¥® AS NbU &€T7

AN (N THE
e increasec‘ncost of enerqgy. But I say that is a stand-off as far
as a stimulus to the economv. You don't really get that extra push for the
THAT YOU NekD.

vear‘ 1975 and 197%‘ Because if vou increase the cost of petroleum
2EAPLRINIMPTER

$55 bhillion & and vou only give a tax reduction in the same vear &ss $15 billi

which is about what thev are contemplatingessVou don't aet anv stimulus.

As a matter of fact, vou get a push-down again, a pressure on the econonvy,

Senator Humphrev in other narts of the President's program
will the Congress buy a slowing down in the Social Security benefit$@

increases?

Not with mv vote.
A4 R INST

Will it buv SeapEEEtotmassmmeessseweeeslll Hic Hronosal Se any new
spending bills?

Well, I do think that there will be a feeling on the nart of the
Congress to go easv on new spending. I do feel, however, that when it comes
to Social Security that theirksa sense of social justice amongst the

=Ty

members of Congress whicﬂ’gf%l make itself evident. Peonle who have
suffered grievously from this inflation have k& been the elderly
peonle in our countrv. Peonle on fixed incomes. Those Social Security

ADEQVATL,
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
equity here. 1It's one thing to tell a pmerson who is earning $20,000
a vear in government service, for exampnle, that he ought not to get
anvmore thah a & 5% pay increase. I can understand that. And I think
those are the matters that deserve & our very careful attention and
possiblg our sxkk synthetic attention. But when you are telling someone
who is getting $150 a month on Social Security or a couple that'g getting

)

$200 mxx a month or $180 a month’and have to nay rent out of that, and have
THEY ARE
to pay heat, and have to pav for their groceries. That all going to



CAPITOL CLOAKROOM - 6

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 recommfiendation. I dongt 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 Medicare,
and people need food stamps. Here is the Administration saying they are
going to save money. I think thev estimate 600 million dollars when they
. . PLoPLE
raise the pricg of the food stamps. So, actuallv, that some pemsise who
would buvy food stameps for their health would be naving more for the food
stamps than the food stamnms will actually buv. I'm intordusinq
legislation to prevent that. Because we cannot take more out of the hides
) ) ) ARG
of the noor and the elderlv in this countrvy. It is wrong. If <wiEEw are
— e,
sacrifices to be made let me make wEm, let some of the res‘t of us make
them)and I say that b&ause some of us can make more sacrifices. The same
thing is true in the use of enerqgy. There are some things which we can
conserve on in energy. In allocatieNwe can do a great deal of it. And,also’
the moral leadership in this counvrv =TI would have had everv governor in
here, every mayor in every major city, the oil companiesm, <iumies
people and fill that White House and aske them to face the emergency which
Py, N THECOURTRY gfmwmm
is ours. We have to = have ?-discinline} as well as/lenforced discinline.
And I bet you if we ﬁould do that, if we'd make this a real concerted effort,
we could do a great deal to conserve on energv. I'm very pleased that the
President has recommended these tax credits for examnle on xrEx insulation,
: ; PRO POSEL ) , " ’ .
This is something we wsmswe® in the Joint Fconomic Committee. We think it's
prettv helpful. There are manv wavs in which vou can save, and there are
manv wavs that vou can develon our enerqy resources. But I noticed that
the Administration's proposals on solar energyv are still verv limited,
The sun is the source of all energv. We've siimply got to get at ‘Cl
And we can do a whole lot more on the use of coal. The President did come
down on that,and T want him to push that issue considerabls more. And when
I hear that we can't make it less pollutant I don't buy that. The British
did it. Years ago Great Britain almost choked itself to death in a
weather inversion. You recall that there were hundreds of peonle who lost
their lives e in London. And what did the British government do? It
: - : S CoOAL
established firm environmmental standards. And the British burn .

’
How do you feel about the delav that the President has made in

auto emission standards?
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Again I do not;gggl that the enginfeering stydies proveg that that
is necessarv. I think that the automobile industry needs to be told quite
candidly that they need to produce a much more efficient fuel using engine.

Nf course, thel answer is that the engineerinag isn't theref§

Well, get the enginneering at it. I gquarantee vou that the President
used some examples in his State of the Union Message where he said that
Roosevelt called for the production of 60,000 nlanes and we produced more.
And the great things that we've done in this countrv. If we really
want to doFt we can do @ it. And’I have a feeling that there is a little
bit too much coziness Jumsims between the automobile industrv and the
0il industrv. And a little too much interlockigg;directorships and
ownership between coal and oil. No one yet has got into this oil industry
set-un. They own the oil from the well rightﬁ:: the retail gas station.
From the well to the pump that puts the fuel oil in vour house or your
business. That kind of vertical and horizontal integration is a real
monovnolistic w". 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.
Do you agree?

In the main I would say so. But I wouldn't want to sav it is only,
obviously, 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 verv large amount. I do believe
that for the future that we could get a good 10% investment tax credit.
And 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 taday justifv that
along with an investmegg tax credit. The investment tax credit makes sure
that you have special emphasis, specajl tax consideration if you expand
your plant, vou improve vour productivitv, if vou put in new tools.

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

Senator Humphrey, vour 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

unfortunatg one. For them not for us. For them. We extended the most
j?mrwe Jiddr/
ﬂagxﬁéﬁna treatment.
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Under Jimmmeconditions?

T T T AR

Under conditions, that are verv desirable conditions. The American
neople are comcerned about human rights. I thank God that this country

INTELNATION b

at long last has the courage to speak up in the swisswestsssm community for
human rights. We ought to do it all over. In South Africa, The Soviet
Union and in country after country. We ought to let neonle know that we
do have some ethical standa¥fdis and some morgal standards in this country.
And it will help by the way in making us do a better job here at home.
And we also nrovided for the Soviet Uniodﬁ%ﬁﬁ%ﬁ; Export-Import Bank a
large amount of monev’ Under credits, %nd if they want to turn that
down, T regret it, I hope that thev will rethink but if thev want to do it
that is a decision that was made in the Kremlin and it mav have a lot to
do with the kind of internal politics that's going on within the Soviet
Union. I don't know what Mr. Breznev's position is now. T hope that
the spirit of detente will continue. I want to see it continue. But the
Soviet Union has made its own decision. Now mavbe it can get the money it
wants in Western Europe or from the OPEC countries . I don't know. Maybe
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 was 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?

Not particular&]. Surely not on the loans. And I think that what we
did in reference to human relations to immigration is a comnromise.
After all,it was a compromise.

Thank vou very much, Senator Humphrey for begng with us on C.C.

Bd R FEEEE &
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