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Executive Director 

TO: 

FROM: 

SUBJECT: 

THE WORLD BANK 
Washington, D.C. 20433 

U.S.A. 

Mr. Robert S. Mc~a, President 

R. A. Johnston L4vv 
!BRD General Capital Increase (R79-57/2) 

27 June 1979 

With reference to paragraph 16 of the draft report 
included in this document, my Australian authorities have 
asked me to register their view that no shares issued under 
the general increase proposals should have effect at the 
1980 elections. 

It was their understanding (and my own) that this 
was the intention of the original paragraph. The amended 
paragraph will have the effect of making subscriptions under 
the special increase arrangements eligible to be voted at the 
1980 elections. 

E~igibility of these additional votes would seem likely 
to enhance the prospect of additional candidates coming forward 
for Board election in 1980. 

My authorities are mindful that it 'could be said to be 
inequitable to allow the special issues already made to France, 
Japan, Yugoslavia and the eleven other countries to be counted 
whilst dis-allowing future issues. They believe, however, that 
an equally valid argument could be couched in terms that all 
subscriptions to shares which will need to be made out in the 
general increase should take effect from a common date. 



WORLfl 8ANK I INTERNATIONAL FINANCE CORPORATI0~1 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara (thru Mr. Wm. Clark) DATE : June 26, 1979 

FROM: John : Merriam 

SUBJECT: Your Meeting with White House Fellows- June 26, 1300 Hrs., in your 
Conference Room ~ 

7\'PRD I 1()-1 

Since most White House Fellows are working closely with C binet
level decision makers in the Carter Administration, they would be PSG 
interested in knowing how the work of the Bank affects U.S. po icy in 
various areas. What the Bank can gain from this meeting is to ·~ ~~ 
a broader understanding of its work in a wide range of U.S. agenc~ 
the highest levels. Following are several possibilities: 

1) Agriculture. The sharp rise in grain prices this June, as a 
consequence of increased Soviet needs for imported grain, has put pressure 
on world prices, and on reserves. In 1978 Bank projects added an estimated 
50 million tons of grain to the production of LDC 1 s --food grown in poor 
countries, by poor people, where they get the most benefit from it. 

2) Oil & Energy. By 1983 Bank financed projects in oil and gas 
will yield an estimated 300,000 barrels per day of additional resources 
in LDC 1 s. The U.S. Treasury has calculated that by 1985 the Bank 1 s 
total energy program will produce the equivalent of 2.5 million barrels 
per day. What Federal program is doing as much? This is a program, not 
simply approved by the U.S. or the OECD, but by LDC 1 s and OPEC members 
as well. 

3) Nutrition. Bank research has shown that relatively minor shifts 
in income distribution or improvement in incomes of the poorest sector 
of LDC societies can have very significant effects on improving nutrition. 
The Bank 1 s agricultural lending program, which includes the financing of 
land reform and expansion of employment for landless rural people, is 
clearly an appropriate response -- meeting a basic human need, and, indeed, 
a basic human right. 

4) Burden-Sharing financial and beyond. 

(a) Egypt. The Bank as leader of Egypt 1 s Consultative group has 
organized a flow of $3280 million in bilateral loans and grants in 
the last year of which $724 has come from the U.S., $101 from the 
Bank itself and $2455 from other sources. 

(b) Mexico. In Mexico the Bank is working with the Government to 
insure that its oil revenues are used for appropriate investment 
opportunities. This will encourage political stability-- as Lopez 
Portillo seeks to move to multi-party democracy. It will also help 
reduce migration flows. Mexicans would prefer to stay at home if 
economic opportunity is adequate. 

. .. I 



Mr. Robert S. McNamara (thru Mr. Wm. Clark) -2- June 26, 1979 

5) Defense. An additional dollar spent on development probably 
contributes more to world security than a dollar spent on armaments. 
The Bank's work not only expands the flow of development resources at 
minimum cost to the taxpayer; it also help member states adopt 
economically-oriented, as opposed to militarily-oriented, pol icies. 

JEM:apz 



1+. Canadian International 
Development Agency 

President 

June 15, 1979 

f ,~dnce canadi.enne de 
developpement international 

President 

Mr. R.S. MCN~ 
International Bank for Reconstruction 

and Development 
1818 H Street, N.W. 
Washington, D.C. 20433 
USA 

Dear Mr. McNamara: 

A busy travel schedule and recent events in Ottawa have 
delayed my writing to thank you for the opportunity of 
visiting the Bank several weeks ago. 

I consider the discussions with you, as well as your 
senior officials, to have been most useful and would 
look forward to this type of policy level review taking 
place on a more regular basis. For example, there could 
be an agenda focussing on specific issues, countries or 
sectors of concern to our two organizations and the 
meetings could alternate between Washington and Ottawa. 

You may be interested to know that there have been some 
follow-up discussions within CIDA on the health and 
population issues raised at the Bellagio meeting. I 
would expect that Earl Drake, on behalf of Canada, may 
offer some positive comments in both the informal and 
formal Board discussions of these matters. 

200, rue Principale 
Hull, Quebec 
Canada 
K1A OG4 

200, rue Principale 
Hull (Quebec) 
Canada 
K1A OG4 
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CHARLES McC. MATHIAS, JR. COMMITTEES : 
MARYLAND ApPROPRIATIONS 

JUDICIARY 

GOVERNMENTAL AFFAIRS 

Mr. Robert S. MCN~ 
1818 H Street, N. W. 
Washington, D. C. 20433 

Dear Mr. McNamara: 

WAS H INGTON. D .C. 205 10 

June 14, 1979 

Because of your past interest in population questions, I wanted 
to let you know that on May 1, 1979 , I introduced a Senate Resolution 
calling upon the President to create an ambassador at large position 
to be filled by an · individual who would have primary responsibility 
for formulating and carrying out United States policy on world popu
lation affairs. This Resolution has been referred to the Senate 
Foreign Relations Committee for consideration. 

INTELLIGENCE 

I enclose a copy of my statement on this issue and the Resolution 
. for your information. 

With best wishes, 

CM: cym 
Ene losure 

;Zl~~~ 
Charles McC. Mathias, Jr. 
United States Senator 

... 
j 
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<tongr(sSional1R((ord 
PROCEEDINGS AND DEBATES OF THE 96th CONGRESS, ' FIRST SESSION 

Vol. 125 WASHINGTON, TUESDAY, MAY 1, 1979 No.52 

SEN A TE RESOLUTION 142-SUBMLS
stON OF A RESOLUTION WITH RE
SPECT TO DESIGNATING ~N 
AMBASSADOR AT LAROE FOR 
WORLD POPULATION AFFAIRS 
Mr. MATHIAS submitted the follow-

lng resolution, whlch was referred to the 
Committee on Foreign Relations: 

s, REs. 142 

Whereas the current slobal population of 
mr,re than four blllion Is already overburden
i::g man y of t be planet's ecosystems ond I~ 
(}xpected to double wltbin thirty-five years: 

Whereas t.he demographic prellSurN of 
runaway population growth are .ubJectlng 
lhe peopl& ot the WOI"ld, especia.lly thf' mort 
tl1 all oue·t ulr d of the population of the 
'/:orld ll\' lng under t.he poverty le\·e1. to ne\v, 
\I : 1 be!\r a l)le burdeDB; 

WhereM t he world population problem In
crf'R.~lnr:l, a!rects a broad range of foreign 
p.,;iC'y 1&'1U86. Including economic develop· 
Ilwnt , work! bungec, energy and natural 're
,(o "rl:~R, bask hum,~n rlgtts, public health . 
,; ,'.'l ll plor mf"n t , soc ial unrest. polit ic al il ;r.ta 
"':; ' y . t'mlgrat!oll, and lnca l c(' nfiicta; and 

Wh ereas 1n the past ambllS!»ad::>n·a .... -lar; r· 
!1 ;H' ~ been &8Slgned 00 duttes In areas of erltl · 
',; :1 1 gl obal problems, t.h\VI aIfl.rmlng the dedi 
: i l IJon aud comOlltmeut of the Untted States 
nrJ\·trnmeut to solving such problems; NO\\', 
. I II'T t'{.")t"fl , 1)6 it 

Rc [. olt'ed . That It is the sense of lhe Denatt 
ti1nt the Prp'l;ldent. after cousulltng wit h th~ 
!;" ' l"f" larl of St.a;;c, should accord the rank 

' ,,~l '" I ,H us o f am :) a..'>Sador ·at- ll\r~e 011 an in
r!1 '; J ' Il l v. h o h 8..<, t.he ('redE'utltlls aud f' X 

i, "nl'I:"'! l"f'q\l ls ltf" for such rank und st.a t us 
",1 (\ \\ !,() ~ t"' i~ "'1' ;lri marl ly regponslble t o t he 
~'crt"·..ar}' ')r ~H'1I1~ for tot mulatlng and c;tl'ry-

11,,' ( , 'llt U IUteG tst;&tes PQllCY on world popu
I ~ ' ,. ,,', f1 nil : ! ''l. 

:~'''(. ~ T he Secretary ot the Senate shall 
tl' •• n",, ;i [ a copy of tbis resolution to the 
PrE'.~ldent . 

• M r , 'MATHIAS. Mr. President, in 
Wa5hington, we are constantly reminded 
(.,1' I ] ~~ '.'.·orld 's pO~ Il ) f ,. ti on problems by 0-
clock Lhat has been Inst.alled at one of 
Lhr r.it.y ':; busiest intersections. If you hit 
the t.ramc llght wrong, you can watch 
t.he {"! ;)ck tick off the world birth count at 
t.h( rate of 172 new Uvea a minute. The 
bIrth hand on that clock moves almost 
tltre l! times 8.8 fast as the second hand 
r.n your wristwatch. It is a sobering 
tning to sec and to think about. 

It took about 3 mllllon years to reach 
a world population of 1 billion. Then, In 
only 100 years. it, C2oubled, In another 30 
y{>nrs , the l.Jopulation rearhed 3 b1llion 

Senate 
and 15 years later it hit 4 billion , Tne 
C'onsequences of unchecked excealve 
world population will be suffered by all 
nations and wUl be attended by short· 
ages of food and other vital resources 
and diminishing living space. One bU
lion new Jobs 91111 have to be created by 
the year 2000 to keep pace with the an
ticipated growth in the world work force. 

Those who have studied world popu
lation statistics and proJect1oDs under
stand the grave implications of a world 
in ""hich by the year 2000, t.Un America 
is expect.ed to have another 275 mUllon 

, people; Africa, another 390 mUllon. and 
Asia another bllUon and a quarter. These 
people ~ust be fed, clothed, sheltered. 
educated. and employed. Time and again 
exPerts have wamOO us that our re
sources will be unable to sustain such 
vast numbers of additional people. By 
1986. at the rate things are going. WE' will 
have a short,aae of 100 mllUon tons of 
food to feed the world. 

Thus, world overpopulation is clearly 
a very serious problem. 

Too often in our fast-paced age. we 
tind ourselves strugglln. with issues that 
ha ve already reached crista proportions 
1nst£>ad ot antiCipating problema and 
moving to meet them With well-con
ceived. responsible plans of actlon and 
progl'ftlns in a timely way. Most decnog
t'nph t> fS have lC2entJ.tled the problem 
of world overpopulation as an imminent 
crisis . It is, therefore, incumbent upon 
this Nation to recognize the magnitude 
nnd severity ot tWs problem and to com
mit Itself to addressing It humanely and 
expeditiously. 

I am submltting a resolution today 
crllling upon "the President, after con
slllt ~ ng with the Secretary of State, to 
desiga:l.i.e' an Ambs...'Sador at Larg~ for 
world population affairs." '1bis resolu~ 
tioll f necifies that the poottion be ac
clH'de<! to "an individual who has the 
credentials and experience requisite for 
SlIch rank and status." 

Wht'llC\'CI' the United States has iden"; 
tifted lUl issue of overriding importance 
in recent yeurs, we have designated as 
Ambassadors at Large some of our most 
eminent statement-men such as Elliot 
Richardson, Ambassador at Lara'e and 
Spl"Cial Representative of the President 
fnr t he I.aw of the Sea COllfer'ence and 
l " ili ·' t' <:1' the U.s , Delega tion; ArthUr 
G 01clb,: rSl, Amba.s.:;ador at I..ar~c and U,S 

Representat.ive to the Conference un 
Security and COOperation ill Europe: our 
distinguished former colleague, Dick 
Clark, Ambassador at Larg'e and Coordi
nator for RefUgee Affairs, and most re
cently Robert Strausa' nomination as 
Ambassador at Large for the Middle East 
negotiations, 

Each of these problems has global slg
niftcance and futul'e implications which 
demand the specIal attention given them 
by the United States. But a world grow
ing at the rate of 275.000 people a day 
surely deserves no less attention. 

There are both symbolic and substan
tive reasons for designating an AJllbas
sador at Large for world population aC
fairs. Symbolically, it will serve notice 
to the entire world that the United 
States recognizes the population issue ~ 
one of the most significant confrontins 
mankind .and that thia Nation Is com
mitted to shouldering Ita share of the re
sponsibility for finding solutions. Sub
stantively .and more lm,portantly .. an 
Ambassador at Large for world popula· 
tion affalrs would be able to communi· 
cate personally and directly with world 
leaders and explore what needs to bf 
done and how the United States car. 
assist In deal1ng with this problem . 

There are encouraging indicatiOns 
that the world population problem can 
be allevto.ted before It reaches irreversi
ble c:i1menslons. In the decade $\lld (\ 
half since the United States has been 
earmarking funds for world population 
assistance, there have been remarkablE 
achievements In lowering fertilitv rat~ 
in countries that once appeared headed 
on a collision course with disaster. some 
of these accomplishments have aston
ished even those directly respons1ble for 
developln. and implementing the pro· 
grams that were so successful. But much 
more needs to be done before we can be 
certain that the population problem can 
a,nd w1l1 be solved. The appoi!ltment of 
an Ambassador at Large for world popu· 
latton affairs w1ll be convincing ~vidence 
of our dedication to finding' humane. ra
tional and workable solutions tor this 
fundamental crisis that faces us all and 
it will give impetus to a 'pro~~ss thnt can
not s~st~n delay .• 

----_ ... 



.. , 

CHARLES MCC. MATHIAS. JR . 
MARYLAND 

The Honorable Robert S. McNamara 
Prasident, International 

for Reconstruction and 
1818 H Street N. W. 
Washington, D. C. 20433 

J ~~ 
I 

Dear Bob: 
~~~,_:__ 

J u -;11 ~ .---- •~-~ 
I would give a lot to have made your University of 

Chicago speech myself. It is a magnificent statement of 
the great moral an~ security issues of our time. Second 
best was to introduce it into the Congressional Record ~ 
where I hope it will receive the wide attention it deserves. 
Enclosed is a copy of yesterday's Record which contains my 
introductory remarks and your speech on page S. 7231. 

I intend to keep your speech close at hand throughout 
the SALT debate to remind me of where sanity lies. 

With best wishes, 

CM:pns 
Enclosure 

Sincerely, 

~~ 
Charles McC. Mathias, Jr. 
United States Senator 

L~ t') 

~71L 
71/J/ 



The Honorable 
Robert McNamara 
President 
World Bank 
Washington, D.C. 

Dear Bob: 

DEPARTMENT OF STATE 

Washington, D .C. 20520 

June 7, 1979 

Your early instincts about this UN Conference on 
Science and Technology for Development were quite right. It 
has tended to be unduly politicized. Such important issues 
as mobilizing international science and technology for 
collaborative research and development on global problems to 
alleviate poverty are receiving scant attention compared to 
criticisms of transnational corporations. 

Yet I find much good work has been done on the margins 
of the Conference to set the facts straight and clarify the 
issues, especially by the UNDP and Barbara Ward's Jamaica 
Symposium. Incidentally, Jamaica benefited greatly from the 
very able help of the Bank's Charles Weiss. 

I am wondering if other groups, such as the Brandt Com
mission, might take an interest in the worthwhile purposes 
of UNCSTD and at the same time further their own efforts in 
the North-South dialogue. ' I am asking Jim Grant of ODC to 
contact Katherine Graham and Pete Peterson to see what might 
be done in this regard, perhaps at the Commission's July 
meeting in Vienna. If you have any views on how the Com
mission might nudge UNCSTD to produce concrete results, they 
would be welcome indeed. 

Theodore M. 
Ambassador 
Chairman, U.S. Delegation 

to the UN Conference on 
Science and Technology 
for Development 
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THE WHITE HOUSE 

WASH I NGTON 

May 29, 1979 

/ 

Dear B 

You may remember that at the recent Brookings Trustees' 
dinner I mentioned the slow but continuing progress the 
Administration was making in attacking micro-economic 
causes of inflation -- even as it attacks the macro-economic 
causes by fiscal and monetary restraint. 

A day or two later, when I happened to walk in to work with 
Fred Kahn, the President's counsel on inflation, I asked him 
if he had any summary of what was being accomplished on the 
micro-economic front. He has now given me the attached. 
I'm sending it to you and a few other trustees, in the 
belief that you will find it of interest. 

- I don't argue that everything is being done that should be 
done -- only that some progress is being achieved. The 
interest and support of private leaders such as yourself is 
crucial to that continuing progress. 

The Honorable Robert s. McNamara 
President 
The World Bank 
1818 H Street, N.W. 
Washington, D.C. 20433 

Yours, 

~ Henry Owen 
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WASH i NGTO N 

May 14, 1979 

MEMORANDUM FOR INTERESTED PARTIES 

FROM: 

SUBJECT: 

FRED KAHN 

The Regulatory Reform Plank in the 
President's Program 

I think you may find of interest and value the 
attached letter I wrote to John deButts at his 
request, with a partial list of the ways in which 
we have been delivering on the promise of regula
tory reform in the President's anti-infla~ion 
program. 

Attachment 

.0 " 

f 



THE WHITE HOUSE 

WASHINGTON 

May 10, 1979 

Dear John: 

I am· happy to send you the list I promised of ways in which 
the A~~inistration is delivering on its promise of regulatory 
reform. 

Some of the actions on the list are having immediate effects; 
others are intended to produce future results. All represent 
and reflect a genuine effort. 

I~ve tried to classify them under various headings but have 
had some trouble doing so because the categories often over
lap. You will observe, however, that what we have here are 
~ctions (1) reducing or removing government restrictions on 
competition, (2) introducing economic considerations into 
regulatory decisions, while giving full weight (where perti
nent) to the important social benefit.s that the regulatory 
programs were enacted to protect, (3) improving regulatory 
procedures, and (4) eliminating unnecessary regulation. 

In general, items 1 through 7 on the list reflect reductions 
or other improvements in economic regulations; items 8 
through 13 establishment of procedures to improve the ' man
agement of the regulatory process and to assure that agencies 
take costs into account; items 14 through 23, actions that 
reduce costs in social regtilationsi and item 24, even more 
than the o~~ers, contains all these elements. 

All of these actions reflect the high priority that the 
President has placed on regulatory reform. I know of no 
other A~~inistration that has come anywhere close to ours 
in giving attention to the regulatory process, to eliminat
ing or reducing outdated programs, and to managing programs 
in such a way as to minimize the burdens of achieving the 
statutory goals. 

1. Airline deregulation. This one antedates the Presi
dentls October promise, but represents such a 
satisfying completed action that I cannot ~frain 
from mentioning it. 
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2. The Administration has already submitted to Congress a 
proposed bill for rail deregulation. 

3. We are in the final stages of putting together a series 
of ' legislative options to fulfill our promise to move 
toward deregulation of motor carriers. 

4. We expect to move nex.t on intercity buses. 

5. In communications, the FCC has already moved to elimi
nate burdensome rules on cable TV operators and on 
licensing radio operators, has rewritten its rules on 
citizens band from gobbledygook into plain English, 
and is now moving to reduce regulation of radio licen
sees still further. Also the Administration is working 
with Congress to update the Communications Act to re
duce reg~latory controls and to take account of the ways 
in which technological changes may have made traditional 
industry boundaries obsolete. 

6. The President has settled upon a definite time schedule 
for total deregulation of crude oil prices by October 
1981. , In addition, the, Oepart..ment of Energy has just 
deregulated aviation fuel. ' 

7. An interagency group is developing proposals for reform 
of Regulation Q, setting limits on interest rates pay
able to depositors, and for offsetting relaxation of 
restrictions on the permissi,ble credit activities of 
thrift institutions. We expect to send a recommendation 
to the Pr,esident soon. 

The Federal Reserve Board has undertaken a proceeding 
to consider authorizing new categories of tLme depos
its, which would offer liberalized interest ceilings 
for small depositors. This effort has the additional 
virtue that it may be expected to some degree to en
courage saving. 

8. The Administration has established the Regulatory 
Council, an organization of regulatory agencies, with 
the responsibility for (a) publishing every six months 
a calendar of major regulatory actions under consider
ation, which will include an estimate of economic costs 
of each, and (b) coordinating policies among the agen
cies to eliminate inconsistencies and duplications. 
As the first of these projects, the Council w~ll 
coordinate regulations on carcinogens issued by OSHA, 
FDA, EPA, and the Consumer Product Safety Commission. 
In addition, it is undertaking a coordinated look at 
the multiplicity of regulations affecting selected 
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major industries, to ensure consistency and optimum 
balance. "The fir~t industries selected are steel, 
automobiles, banking, housing and health care. 

9. The Regulatory Analysis Review Group, composed of 
senior White House and Administration officials, 
subjects the more important regulatory proposals of 
the executive agencies to rigorous analysis; this 
analysis is then placed in the public record, and 
when necessary, is discussed by Presidential ~dvisors 
and the regulatory agency before a final rule is is
sued. To date RARG has subjected to this kind of 
scrutiny such regulations on DOT's rules on non
discrimination on the basis of handicap; EPA's rules 
on disposition of hazardous wastes, new source per
formance standards for electric utilities, and ozone; 
DOE's rules on convers ion to coal by power pla"nts and 
factories; and OSHA's rules on worker exposure to 
acrylonitrile. On the basis largely of the first 
Regulatory Calendar, RARG is now in the process of 
targeting major proposed regulations for review 
during the remainder of the year. 

lO~ The Council on Wage and Price Stability intervenes 
directly in regulatory proceedings in an effort to 
ensure that rules are cost-effective and non
inflationary. I attach a list of those filings 
during the past year -- 27 of them. 

11. The Regulation Reform Act of 1979. The President 
proposed this legislation in March~ It would require 
that when agencies develop major regulations, they 
list alternative means of accomplishing the objectives, 
and the costs and benefits of each, and select the 
least costly way of achieving those objectives or ex
plain its failure to do so. Each agency would be 
required to establish a schedule to review its m~jor 
rules, over a 10-year cycle, to ensure the retention 
of only the rules for which a case can still be made. 
Agencies would publish semi-annual agendas of the 
rules they are working on and set deadlines for com
pleting each proceeding. There are also provisions 
to eliminate needless legal formalities and delay. 
In many respects, this legislation embodies the 
substance of Executive Order 12044, which the 
President issued in 1978, and which applies ~o 
Executive Branch agencies only. I attach the 
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President!s message of . this March setting out in 
more detail the Administration's program in this 
important area. 

12. Sunset. In addition to the provisions of the Regu
lation Reform Act of. 1979 that call for periodic 
review of particular regulations, the Administration 
is supporting sunset legislation to assure that the 
laws establishing regulatory and other programs are 
reviewed periodically. 

13. The Administration will soon propose legislation 
and issue an executive order to reduce paperwork. 
It will centralize the task of reviewing paperwork 
requirements in the Office of Management and Budget; 
establish a "paperwork budget" to set limits for 
Executive agenciesi create a centralized system to 
help each individual agency determine whether some 
particular information that it requires is already 
av~ilable elsewhere; and require agencies to give 
·special consideration to the problems imposed on 
small businesses by the obligation to fill out 
Federal forms. 

14. On April 16 the President announced his recommenda
tions to Congress on the additional areas that should 
be included in the National Wilderness preservation 
system as a result of RARE II. They reflect a . reason
able and prompt division of the outstanding acreage 
(lS.l million acres for Wilderness designation, 36.1 
million to be managed for multiple purposes, and 10.5 
million for further review), and they would supply a 
much-needed certainty about the future availability 
of a very large number of acres (36.1 million) for 
multiple uses, while also doubling the National Forest 
Wilderness system. 

15. EPA has established a "bubble" policy, which would 
permit plants to achieve emissions limitations on 
a plant-wide basis rather than equally from each of 
a plant's separate sources of emissions. This ap
proach, which would give individual businesses far 
greater flexibility in devising the most cost
effective way of achieving emissions limits, would, 
EPA estimates, permit cost-savings on the order,of 
25 percent. It reflects the essential principle of 
relying on performance rather than specific design 
standards. 
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IS· .. ··· ,'. EPA.· is ··perini tting ' proposed new ' sources ' of ' emissions ' 
to be sited in "non-attainment It regions, provided 
they obtain offsetting reductions in the emissions 
from existing sources, and is proposing the use o~ 
marketable permits for siting facilities in "attain
ment" areas. 

17. OSHA has withdrawn nearly 1,000 nit-picking rules, 
and eliminated reporting requirements affecting at 
least 40,000 businesses. 

18. COw~S has recently submitted co~~ents on EPA's pro
posed rules for the control of diesel particulates, 
urging moderation. In addition, we have arranged 
for the commissioning of a major study by the Na
tional Academy of Sciences to examine the complex 
interrelationships between environmental and energy 
goals in the prospects for the diesel engine. 

19. The Adulinistration has proposed legislation to pre
vent the otherwise · automatic application of the 
Delaney Amen~~ent and other laws which proscribe 
the use of nitrites in processed meats, in order to 
make possible the offsetting of one kind of health 
consideration (prevention of botulism) against 
another (pos.sible carcinogenici.ty), taking into ac
count economic considerations. 

20. The DOT regulations on the access of the handicapped 
to rapid rail public transportation reflects substan
tial attention to cost-benefit principles. Specifi
cally it reflects our determination to consider the 
cost of alternative ways of meeting regulatory goals 
and choosing the most effective; and -- a specific 
ew~odirnent of that principle -- being less strict in 
the requirements for retrofitting existing facilities 
than in designing new ones, while at the same time 
taking a major step in assuring integration of the 
handicapped into the 'mainstream of American life. 

21. Surface mininq regulations, issued by the Depart
ment of the Interior, allow for a wider variety of 
methods for achieving environmental goals, at 
lower costs, than the regulations originally 
proposed. ~ 
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22. EPA's ozone regulations, issued this year reflect a 
relaxation based on currently available scientific 
evidence, and are explicitly subject to reexamina
tion within two years on the basis of the results 
of an accelerated program of further scientific 
evaluation of the health effects of ozone at differ
ent levels of concentration. 

23. In setting its new source performance standards on 
sulfur oxide emissions from coal-fired electric 
generating plans, EPA is explicitly weighing eco
nomic considerations. 

24 e , ~'le have developed a state and local anti-inflation 
program, which now has the support of governors in 
47 states, that gives heavy emphasis to the elimi
nation of needless and excessively burdensome 
regulatory restraints -- such as excessively re
strictive land-use ordinances and building codes', 
prohibitions on the substitution of generic for 
brand name drugs, and unduly restrictive occupa
tional licensing; the list of suggested actions 
is much too long to incorporate here, but I will 
of course supply it if you think it would be 
helpful. I truly believe, that everyone of these 
actions can honestly be cited as a genuine effort 
to deliver on the President's promise. And there 
will be more down the road, some of them soon. 

~tr. John D. deButts 
Chairman 
The Business Council 
888 Seventeenth Street, N.W. 
Washington, D. C. 20006 

Enclosure 

Sincerely, , 

{!/J~UH~ ~~. Kahn 
Ad~i~Vr~to the President 

on Inflation 



. Regulatory Filings by the Council on Wage and Price Stability 

AGENCY 

FRB, FHLBB, 
and FDIC 

TOPIC 

New categories of time deposits 

DATE 

May 4, 1979 

The Council submitted comments to the Federal Reserve Board, 
Federal Home Loan Bank Board, and Federal Deposit Insurance Corpo
ration on proposals to create new categories of time deposits to 
benefit small savers. While supporting the proposals as a step 
in the right direction, the Council urged the banking regulators 
to remove restrictions on time deposits and allow the market to 
determine interest rates and savings classes. 

EPA Diesel particulate standards April 19, 1 979 

The Council submitted comments to EPA on proposed particulate 
sta~dards for diesel automobiles and light-duty trucks. The repor t 
suggested that EPA move with care in this area because of the sub
stantial costs in meeting the 1983 standard and the possible dis
couraging effect on diesel technology, which offers very favorable 
fuel economy and low emissions of hydrocarbons and carbon monoxide. 

EPA Premanufacture notification for 
chemicals 

March 26, 1979 

The Council submitted to EPA a staff report outlining a list 
of concerns with the proposed premanufacture notification requirement~ 
for chemical manufacturers. 

EPA "Bubble concept ll March 23, 1979 

"The Council partially support:.ed the EPA's proposed "Bubble 
Concept" for controlling air pollution. The Council suggested 
additional ways in which air and water pollution can be reduced 
a t 1 0 ~v er cos t s . ( Cw""P S - 31 5 ) 
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ICC Motor carrier rates March 20, 1979 

The Council asked the ICC to suspend rate increases by six 
of the nation's motor rate bureaus and asked the Commission to seek 
additional information fro~ a seventh bureau before granting the 
rate request. 

FHLBB Branch savings and loan offices March 16, 1979 

The Council supported a FHLBB proposal to allow state-wide 
branching of Savings and Loan Associations only if branching through 
bank mergers is discouraged in favor of de novo branching. 

EPA Coal regions February 26, 19 79 

The Council opposed action by EPA to declare Ohio a local coal 
region under section 125 of the Clean Air Act and require Ohio 
utilities to purchase high sulfur Ohio coal and install costly 
scrubbers to meet air quality standards. 

ICC Intercity bus fares February 16, 1979 

The Council supported a petition by Trailways, ~nc. to a11or.v 
for limited upward rate flexibility for intercity buses, but only 
if accompanied by freedom of entry and elimination of anti-trust 
immunity for rate bureaus. 

DOE Small refiner bias February 5, 1979 

The Council supported DOE efforts to reduce the small refiner 
bias subsidy of $1.1 billion per year. The Council believes the 
bias should be reduced even further than DOE proposes. 

ICC Entry into motor carrier industry February 5, 1979 

The Council supported efforts by the ICC to relax its standard~ 
for entry into the trucking and intercity bus i~dustries but urged 
the I~C to ease entry still further. 
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ICC Motor carrier revenue proceedings January 26, 1979 

While the Council supported the concept of trucking industry 
filing for a rate increase in anticipation of the Teamsters Wage 
negotiations, this support was conditioned on the industry filing 
expected rate requests based on possible wage settlements. 

EPA , Effluent guidelines December II, 1978 

The Council criticized EPA's test of reasonableness for 
existing effluent limitation guidelines for Best Conventional 
Pollution Control Technology. The Council suggested a method
ology for providing more pollution control at lower costs. 

ICC Railroad rate request December 2, 197 8 

The Council stated that the rate increases filed by the railroa d s 
appeared to fall within the anti-inflation guidelines. 

DOT Drivers' hours of service November 20, 1978 

While supporting the Bureau of Motor Carrier Safety's efforts 
to reduce truck and bus accidents, the Council asked BMCS to 
investigate whether other actions would prove more cost effective 
in reducing accidents. 

ICC Small shipments November 6', 1978 

The Council supported a petition by Trailways, Inc. to de
regulate the transportation of small shipments weighing 500 pOGnds 
or less. Such a move would benefit both the bus industry and 
consumers. 

ICC Contract carriers October 18, 1978 

The Council supported an ICC policy to relax entry restrictions 
in the contract form of transportation to allow contract carriers 
to serve more than eight companies. 
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ICC Intercity and charter bus fares· October 16, 1978 

The Council supported a petition by Trailways, Inc. to allow 
downward price flexibility for regular route intercity bus fares, 
and supported upward and downward fare flexibility for charter bus 
service only if entry is deregulated. 

ICC For-hire trucking .September 19, 1978 

The Council supported allowing private carriers to carry goods 
of other companies on backhauls. This would eliminate some empty 
backhauls by private carriers and increase efficiency in the 
trucking industry. 

ICC Southern Motor Carriers Rate 
Conference, Inc. 

September lS, 1 978 

The Council c.riticized the ICC for allowing a ' high rat2:~of 
return on stockholders equity less intangibles. The Coun~il 
recommended that the ICC set the rate of return at the average 
for manufacturing industries. 

ICC Collective raternaking September 11, 1978 

The Council requested that the ICC disapprove of shippers 
setting collective rates. This practice reduces competition and 
adds to inflation. 

EPA Drinking water August 31, 1978 

The Council outlined a methodology for addressing the benefits 
as well as costs in developing drinking water regulations and urged 
EPA to use and improve upon. this methodology in order to insure 
the g~eatest protection of health for whatever additional costs 
are imposed. 

EPA Electroplating pretreatment 
standard 

August 30, 1978 

The Council stated that EPA provided an inadequate analysis 
of its proposed standards. Besides methodological proble~s with 
the approach EPA used to derive the standards, EPA did not p~ovide 
information on the benefits or costs of alternative standards. 
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ICC Truck rates July 5, 1978 

The Council presented a report to the ICC on the rates of 
return on equity in various industries and recommended that the 
ICC establish a lower rate of return for the trucking industry 
in establishing transportation prices. 

ITC Copper imports June 28, 1978 

The Council asked the ITC not to provide import relief in the 
form of higher tariffs for copper imports. Such an action would 
be inflationary. If industry relief is necessary, trade adjust
ment assistance would be less inflationary. 

EPA Motorcycle noise June 22, 1978 

The Council questioned whether the proposed engineering 
standards to reduce motorcycle noise would be effective since 
most violators use owner-modified exhaust systems that are not 
likely ' to be much affected by the regulation. The Council 
recommended a better enforcement system to reduce noise 
emissions from owner-modified exhaust systems. 

DOL Executive compensation June 9, 1978 

The Council recommended that the Department of Labor exam~ne 
the economic implications of alternative ways of determining which 
employees should be exempted from executive compensation under the 
Fair Labor Standards Act. The Council also asked DOL to show the 
basis for determining the minimum salary exempt level. 

DOE El Paso Eastern May 8, 1978 

The Council favored the use of modified marginal cost pricing 
for liquifiec natural gas (LNG) rather than rolled in pricing. 

{ 

'. 



TO THE CO~G~ESS OF THE UNI7!D STA7!3: 

r a~ today i~~ou~cing a pro~ra~ of ~ajor ~~~or~s , ~ 
t~e ~egula~o~y 9roce~s, ~~cludir.; both le~!sla:i'le a~d 
executive actio~ . . This program ~ill ~ake ~ew r~gulatic~s 
Qore effici~nc and ef~ect!ve; e~s~~e ~evie~s of ex~s~~~; 
regulaccry laws and indi~itual ~ules to el!~i~a:e or ~evise 
those t~at are cut~cded; and reduce the ~u~den of r~~ulatic~ 
and pa?er~or~ ~ithou~ je~pa~dizi~; our ~rogress to~a~d 'li:al 
re6ulatory ~oals. 

Since ~he fi~st federal ~e;ulatcr1 a6e~c1 ~as escablis~ed 
nearly a ce~tury ago, ~egulatcr7 ~~ogra~s hav~ grc~n sce~dily 
in nucber, scope, and i~pact. Juri~g that time, however, 
l:ttle attention ~as been 9aic to t~e ~a~age6e;.t of the ~e;~
latory process. There ~as little effo~t ~o ~e-~xa~ine r~lez 
whic~ ~o lon~~r se~ved the ~ublic or to ensu~e ~~at neec~d 
~~og~aQs are run on a co=~cn se;.se =asis, so :tat ~!ssions 
are accoc?lished ~ith ~axic.~~ results and =ini=u~ ourdens. 

The ti~e has co~e to stop this ~e~l~c~. Just as we 
have injected a ~e~ sense of discipli~e i~~o the =a~~ge=e;.: 
of Federal ~udgetar1 and ~erscr.nel ~~sources, ~e =~st re:or~ 
the gcver~rnent's r~gulation of others' resources. 

Much of Federal regul~tion is 7itally i~~orta~t ~o 
~oder~ society. Goals such as e~~al c~~ort~~i:!, a hea!:~y 
envircncent, 2 safe ~o~kplacef and a ~o~peti~~ v e and :ruthful 
~arketplace ca~not be ac~ieved ~~rou;h ~ar~et f~~css alo~~. 
In the last ~ecade, the re£ulatory ;rcg~2~s crea~e~ ~o ach~eve 
t~ese ~oals ~ave produced a ~ice ~ar.6e of :ensf~ts, suc~ as: 

o ~orkolace he~lth st2~d2r~s have :ee~ esta~lis~ed 
-hich are ~~o~ect~~g ~ore than t~o a~d ons-half 
~illion ~orkers exposed :0 cancer causi1;6 s~~stacces, 
such as asbestos, arsenic, and vinyl chloride. 

o Autc~obile safety devi~es such as sea~ jel~s, 
collapsible steer:~6 ~heels, in~er:or ~addi~g, 
and side coer stre~gth are savi~~ an es~ica~ec 
9,000 lives ~e~ year. 

o ruel ecor.c~y standarcs are redue:r.; aU~~~O~l~e 
gasoli~e ccnsu=ption by about 1.5 jil:~on gal!ons 
this ye3.!". 

o ?opula~ed a~~2S have ~cre ~rotec:ion a;ai~st ~i~~s, 
explos:on and ~r.~ s~illi~6 of hazarccus =atc~~a!s 
t~anspo~tec by rai~ beca~se of ~e~ ~ules en tan~ 
cars. 

o ~e a~e =aki~; ~e21 ~rog~ess en ~2t~r ~c~l~~i~~. 
Sal~on are s~!=~i~g i~ t~e Cc~~e:~~c~: 2~~e~ ~C~ 
~~e fi~st ti=e in al=c~~ c~o ce~:~~:~s. 



o ~~;ul~c~c~s ~E~~:~:~; 
S~C~ ~~~CUC~S ~~ ~C~:~ 
~rev~n:ed 2S =a~y a~ _ 
of you~; c~ildr~~. 

o E~ission ccn~~cls ~=~ au~c=cJi:es ~e:;e1 ~~~uce 
car~on ~c~ox~~e ai~ pol!~:!0~ ~v 20~ ~e:~~~~ :972 
~~d 1977. 

~ne ~eg~lato~y ;rog~a=~ t~a~ ~rc~~c~~ :~e~e ~e~~~~:! 
are ~ssential to the Nation's ~ell-jei~g. ! a~ ~o==~:ted 
to ccn~:~ui~; this ~~o;~ess. 

7~e cv~~all ~egu!atory syste~, hc~ever, ~as ~ec==e 
burtenso:e a~d u~w!eldv. ~e ~c~ ~a7e ?C ~ez~litor~ ag~~c!es 
issuing sc:e 7,000 ~~l~s each yea~. When C;~g~~s~'~s:a~l:s~e~ 
t~ese ~rcg~2~S, it usually foc~s9d on isola:ed ct~ec:~~es. 
7~ere ~as li~tle eCfcr: :~ ccordi~ate Qve~!app!~~ age~cy 
~an~ates or to 2$SeSS cu:ulative i:;ac:. Lit::e a::e~tic~ 
~as giv~~ to acallzi~g the jenefi:s a~~ ccs:s of ;rc~osed 
rules o~ to usir.s ~eg~latcry 2pp~cac~es ~~~c~ coul~ ~ec~c~ 
t~e cos: of achievi~g ~he goals. ~a~y ~egulat~ry ~~~g~a=s 
~ere allc~ed to continue un~evieyed ~C~ decades, in s~i~e 
of cha~;i~s condi:ions. So~e ~~les, s~c~ as ce~:ai~ ~~les 
af~ectin; ~~~~sportaticn ~ates a~d ~cu~es, ~a~e to :0 ~ore 
har= t~an good ~y c~ippling co~?etitio~. 7~e last cc=?~e
he~si~e legislation to i~p~ove re;ulatory ~rcce~u~es ~as 
passed =cr~ ~~an :0 years 2g0. 

We can ~o lo~ge~ afford ~~:s ~e6:e~t. ~e;~:a:ion has 
a large a~d increasing i~~act on ~~e econc~y. ~~cer~ai~:y 
abc~~ ~~co~i~~ rules ca~ ~ed~ce ' ~~~es:=~~~ a~~ ~~~~~c:!v~~y. 
Cc=?lia~ce ~~t~ rcgu!a~ie~s ajso~js la~6~ a~cu~:s :: :~e 
c~~i~~l i~vest=ents of sc~e i~c~s~~i~S, ~~~t~~~ ~~~:~:c::~~ 
pr=duc:ivi~7. I~flexi~le ~ules a~~ =assi~e ;a~er~o~~ ;e~era:e 
ext~a ccs:s :ha: are es~ec:ally bu~ce~so~e fo~ s~all ju~:~~~~es~ 
s:a:e and local ~ov~r;.~e~:s, an~ ~cn-?ro~i: ~~cu;s. ~e€~:a::cns 
tta: i=pose ~eedless costs ace :0 inz:atic~. 

Our society's resources are ~as~, ~ut t~ey are ~c~ 
infinit~. A=.ericcns are willing ~o s;e:.d a fai~ 3~~~~ o~ 
those resources to acbieve ~ccia! gca:s ~~~ou~~ ~e~~:a~~c~. 
r~eir sup;crt falls away, ~o~ever, ~hen ~~!1 se~ ~eet!ess 
rules, excessive costs, end du~lic2:~~e ~a;er~o~~. :~ we 
~~e :0 conti;.ue our pros~ess, ~e =ust ~nsu~e :~~~ r~;ul~t~c~ 
g:ves A~e~iczns :hei~ money's wc~t~. 

Du~in; :~e past t~o le~rs, I ~av~ ~sed =y a~~~cri~y as 
?resident to im?~ove regulatory =anz~!~e~t. 

o Af~er exte~sive oublic co==e~:, ! ~ss~ed ~x~cu~ive 
Order 12C4 U, !s~~blishi~g far-~!~chi~; :.e~ ;~c
cecures fer develo~=e~t ef ~e~~la:~c~s jy ~xec~ti7e 
a~encies. Under :h~t Cr~er, a;e;.cies a~e ;.o~ 
c~a17=ing t~e costs of all ~ajcr ~ew ~~;~:~t:o~s 
to seek out t~e =cst cos:-~::~ct: e a ach; 
~hey a e ex~and:;.g c~pc~:~n~:~es O~ u~ ~c 
;a~tic ~a:icn; aG~ :~ey are s:a~~ ~g 0 ~~;.:~:y 
a~d el ~i~ate c~t-da:ed ~~:~s. 
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l!~~~~~ ~;~~:~S ~~ :~~ ~~:~l _w _s ~!~~::;~~~. 
70 ~ro~~:! a ~~~~~~=e~:-~~~~ ~ic:~re c~ =~~:r 
rules, : :-:a':~ eS:a.=!.~;::-. ~ ·:' ~ .:.~;·.:':' .~ . .':c~:: ·:a.::::;':~r 
:0 be ;~~:~s~ed :~i:e a ;!a~. :~e ~~~3: :a:~~ta~ , 
iss~ed :az: ~~~t~, :iste~ 109 ~~:~s ~ei~; ~e~e!.c;e= 
:.his 'j~a:". 

o ~ create~ :~e ~e;ula~cry C:~~cil :c ;re?are :~e 
Czleti~zr a.~~ use it ~o i~e~:if'j a~~ ~eal ~~:~ ar~as 
of overla~~:~; and c~~fl:c:i~g ~egula:ic~s. :~e 
Counci!. is c~=~cse~ of ~~2c~ti~e ~egu~atcry agencies 
~lus ttcse :~cegende~: ~~==i~s:o~s t~a: agreed to 
join. 

7he a~n an~ ~c~en r a~poi~:ed ~o ~e~d :~e ~e~u!a~ory 
age~c!es are ~crk~~~ to i~~le~ent :~ese s~e~s a~~ ic~rove 
regu12to~1 =2n2ge=e~~. !~~y are a~~!evin~ ~esul~s~ . ~EW has 
eli=ina~ed 300 ?ag~s ~f rules. OS~A ?oi~ed nearl] !.,OOO 
~;-~;ck'~- ~~lesp and :~e :eceral T~E~e C~~~is:ic~ ca~.celle~ ~.~~ . .:. --"0 
~~: ~cre. The ?CC r~~rote i~s r~!.es en ci:ize~s ~ant jrca~-
C2S~:~g :nto ~12:~ ~~;:ish. The FAA ~e~uced ~~e hours s~211 
airlines have t~ s;~~~ filli~; out :he i r ~or~s ~Y ~cre tha~ 
~~o-t~i~ds. EPA ~esi~~!d c~ea~i~e ~roce~~res ~~Et al:c~ 
c~~;anies flexibi:::? i~ =eeti~~ ?O~~~~:on s~a~t~r:s, ::2ci~; 
~o ~cten::al ~a'li~;s of =illio~~ ~~ ~ol~a~s ~i~~cut ~acri
=ici~g cla~n ai~ ;~2l3.. ~e ~eor~~~:=ed ~~~~~a~:c~ c: ;e~sic~ ' 
9ro~~a~s :0 el:~i~a=e c~~lica~:~~ a~: rec~ce ~2~e~~c~~. 

~o~-l~g:s!ati'le ~~~::a~:~es u~~e~~aYf i~~:~di~;: a Ul:e
r2~;i~g review of ~ul!s af~ect!n; ~ec~~:losical i~~ova:io~; 
revisions of all QS~A ~afety sta~~arcs ~c =a~e t~e= s:=~l!~ 
a~d =o~e f2exi~le; ov~~ha~!s of ' t~e ~~gu':'at~c~s i=pcsi~i cc~:s 
C~ t=spitals; str~~=li~i~g ~?~ ~er~i~ 9rocedur~s; ~~vi~w of 
res~~ic:!ons on ~a~kin;; ~evelo;~2n~ c~ a :ocr~i~at2~ ~clicy 
or. ide~t:ficatior. a~c ~egulaticn o~ c~~cer-c2us:~~ s~bsta~cesj 
a~d i~creased reiea~c~ ~o i=;~ove :he ~ac:~al ~asis for ~eg~la
tory ~ec:sio~s on ~ox:= c~e~icalsf a:r p~l:u~an~s anc ~ad:a::c~. 
We ~ill ccntin~e :0 sc~~cini=e ~aja~ ~ew ~~les to e~s~re ~~~~ 

needless ~~~~e~s. 

r~ese ste?s a~e ~avl~g an i~;ac~. ~eg~la~:~y ~~c~~a=s 
~e~e c~eated by le;is:at:cr., ~o~e'!2~ , and ~e ~ee~ l:5isla~ic~ 
to ac~ieve cc~?re~~~si~e refcr~. Las: ye~~ ~e a~~ Cc~g~es3 
=ace a~ i=~ortant ~e;i~~~~g. 7~e ~i~!i~e :e~~g~latic~ ~ct 
su~s:a~tially de~~g~latec a :ajor i~~~s:~? and e~a~:et ~o~e 
~ec:l~ to fly while sa'l:~g ' ~2sse~;ers S2.3 ti:l:c~ :~ a!~ 
:~a~es •. 

::O~2 
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regulato~7 refor~ pro;~ac ~as 

o We ~~~t crk ~o;e:~er ~o ~!v~e~ ~~e l!~s :~a 
establi: ed t~e r~~ulatorl ~~~g~~~5. "~o~e ~a: 
needless y restric: cC~ge::~i~~, ~~~ose ~:;: ::j, 
cr are 0 ~er~ise out o( date ~us~ ~e ~evised C~" 
eliwir.ated. . 

o For- ~he prcg~a=s t!":at 2.:"e r:eece~, · ... e ... _~ .. assu:-e 
that \.~e statu:or:, :::ancates are. e:o:e~· ... :~': se::si~::r. 
We oust identify alternat~ve ~e~~s c~ ac~ia~i::g 
goals, choose efficient and ~f~~c:!ve ap;roac~es, 
and i~prove planning ar.d ccord!~a::on. ~~ ~us: 
~ake it easier for t~e public anc :~ose a:~ac:ed 
by regulations to antici~a:e t~e~, partici~at~ in 
developin~ the~, co~ply ~i:h the=, 2.~d :e~e~it 
fro~ the=. ~e u.ust provide co~=o~ ser.sa =~r.ag:=e~: 
for the regulatory ?rocess. 

!~is year r a~ p~o~osi~g that Co~g~e$s ac~ :~ three areas: 

!. Re~ulatic~ Refcr~ Act of !979 

Once a statute c~eating a regulatory p:"cgra= :5 ~assed, 
the quality of the ~rograo ceger.cs ~ainly O~ ~~e =e~ :~d ~c=e~ 
~ho are ru~~in6 it. We ~ave a co=?ete~c a~d decica:ec gr~u? 
of regulators in gove~~~Ent now, an~ tbey a~e ;:"o~~ci~g r~al 
advances i~ ~egu!a~or1 ~efor~. 

~: need legislation to set u~i:or~ ~ta~~ards :c~ ~~e 
~ork they do and gi?e the~ the tools to con:!~ue :~ei~ ~~esress. 
I ac subci~ting, w!:h :~is Xessa~e, a ~il! ~o re7a=~ ~~g~latcry 
~rcc~dures. 7his bill st~~r.g~~e~s ~~e re~o~=s i:::~=c~ce~ 
~y E.O. l20~4, ~a~es tbe~ ~e~~ar.e~t, a~d a~~lies t~e~ :0 :~e 
i~depen~ent ~egulaccr'l co~=issions. I~ alse =~e~~au:s ~ey 
~a~ts c~ t~e Ac=i~ist~a~ive ?rcc~d~re ~cc, :~r tte ::~st ::~e 
~i~ce ~S46. It sets vital new rules ~o~ ~~e reg~:a~crs: 

o Ccst-E~~ecti~e~~ss: 7he bill requi~es ~ha~ when 
an a5e~Cl cevelops a =ajo~ r~le, i~ l:s:s ~he al
ternative means of acco~~lish~~g :~e objecti~e 
and the ccsts a~d ber.efi~s of each a:~e~~a:ive. 
1'~e public ;.;i11 be c.s~ed to co:::.r:e:1: on :.~a~ anc.lysis 
and to s~;g~st any add!t:onal op::ons :~at s~culd 
~e consice~ed. T~e a6e~cy =ust se!ect ~;'e leas: 
costly ~ay to achieve :te ~~le's object~ve, or 
if a~ot~e~ is needed -- ex~lai~ :~e ~~azcns. 

o ~evie~ of Old ~~l~s: ~ac~ a5e~cy ~ill ~s:ajl~si 
a schedule to ~eview its =ajor r~:es a::t !~c.ller 
rules ~hich ~2Y be o~t~odEd or ineffect~~e. :te 
reviews, t~ ~e conducted oye~ a 12-!ec.~ ;ericd, 
will ~e used :0 e~s~re t~~t ~~l~s a~e ~e~~ U?-~C
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r~ a~dition, ~y Ad~i~is:r2.t~~M ~i!: ~cr~ ~~:~ (~~~~~~: 
~~is year to re[or~ :ever~l ~r.divid~~l ~e;~~a::!'"y z:a:~:~s. 
We just sub~i::ed the firs~ of cur ~ropo~a:~ :0 ~~~~~e ~~:~c~~~ 
!'"egulation of su:-face ~:,ans?o:-tat~c~. ~e ~il: s~~~it ~~€i::l:~O~ 
cn d:-ugs, ~uclear 91~nt si:~ng, ~eat ar.t ~cc:~~y :~s~ec:~:~ 
and otter areas. A~d ~e will wo:,k ~i~h C:~;:,e!s c~ ~i::~ 
already introduced to revam? regulation of cc~=~nica:iJ~s. 

70 reform :'egulation, we and Con~!'"ess ~us: act i~ ;~r:~~:,
s~ip, ~i:hin our resgective s9~eres of :,es~onsiji:i:y ~~t!r 
t~e Consti~uticn. T~e prograc I ~ave sta:cd :cllc~s :~a~ 
;ri~c:~le. ::-o~ Congress, i: asks :,efcr~ ~f ~:1cerlyi~~ s:~:~:~s 
and ~odernizaticn of :he gr~und ~ules ~o~ a~=i~~s:er~~; :~!~. 
?rc~ ~e, and f~o= ~he agency ~ea~s ! ~a~e ap~oi~:ed ~o ~e!~ 
:e execute the la~s, it ~e=ands cC8~etent ~ana;e~ent and 
ccordina~icn. 

I ask Congress to join ~e in this ~ffo~: ~~G to re!:,a:~ 
rrcc seeking authority to veto ~~di'l~d~a: ~eg~lato~v ~ec~s~c~s 
a~d t~ereby to ad~inister the la~s itsel~. The legi~lati~e 
v~to is an illusory solution ~o the pro~ls~s c~ :,e6~:~C:Q~. 
Zn so~e cases it would ~a~e rules ~eaker; i~ o~h~rs i~ wo~:t 
~ake then stricter. Sut in all cases, i~ ~cu:~ i~crEa~e ~e:ay, 
~~~er=ine ~air prccedures, and f~ag=ent res?c~s~bili:~es. 
It would disrupt our ~rfort to ~anage the ~eg~~a:=ry ~rcces1. 
a~c it ~oulc cist~act Congress frow the ~~~da~e~:2~ ~cj 0: 
refcr=!ng uncer11~~; statutes. ~ny se:-!cus e~~=:-t tc a~~i~is:er 
:~e legislative veto would :'equire a ~ajor i~c:,ease in 
cc~;~essio~al starr a~d ttreate~ ~~e Consti:utional ~i'lisio~ 

:~e progra~ I a~ pr~~osi~g ~ill ~ot solve a~~ :~e ~r~=_~~s 
c~ernig~t. 3ut :hese steps ~ill :ake regula~io~ a ~o~e !f:~~~i~e 
tocl tc i~prcve ou:- lives. 7~ey ~ill hel~ ge: ~ee~l~ss ~~:~~ 
a~d pager~ork c~~ cur ~ac~s, a~d :~ey ~ill ~el =a~s~al C~~ 
~eso~rces to attack ~he :,eal ~roble~s ~it~ =ax ~~= e~~ic~e~c;. 
~y dci~g so, they ~ill ~el9 us ad~a~ce our ~a: o~al cCi-~i~~~~t 
:0 tte :'egulatory goals · we all believe i~ -- a ~ealt~ie:-, 
s;fe~ and fai~e~ ~~erica. 
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Paul R. Ignatius 
Suite 559 

1709 New York Avenue, N. W. 
Washington, D. C. 20006 

Honorable Robert S. McNamara 
President 
The World Bank 
1818 H Street, N.W. 
Washington, D. C. 20433 

Dear Bob: 

May 

I am enclosing a somewhat refined version of the Memo 
that I sent you several weeks ago. 

The new version does a better job in estimating costs, 
an area of weakness you noted in the earlier paper. 

We have had good comments from Schlesinger and his 
Deputy, Jack O'Leary, as well as a number of other people 
who have reviewed the paper. There is an emerging feel
ing that the creation of a substitute fuel industry is an 
idea whose time has corne. There is some feeling that our 
goal of a 5 million barrel per day capacity in the next 
5 to 10 years is somewhat ambitious, although one or two 
qualified people have told me that they thought it could 
certainly be achieved within a 10 year period. Inciden
tally, I picked the 5 million barrel per day goal some- . . 
what arbitrarily, but I was looking for a meaningful 
figure and thought that an objective of roughly 50% of 
our current imports would make a significant contribution 
toward lessening our dependence on unstable foreign 
sources. 

I appreciate your willingness to get together with 
us and will give you a call sometime soon to find a con
venient date. 

Attachment 
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May 22, 1979 

A~PLAN TO PROVIDE UP TO 
FIVE MILLION BARRELS OF OIL 

PER DAY FROt·! SUBSTITUTF. SOURCES 

Introduction 

The United States, if it has the will to do so, can 

create a synthetic oil industry cnpable of producing 5 million 

barrels per day - over 20% of our current needs - 'within the 

next five to ten years from sources such as shale, tar sands, 

heavy oils, coal, and farm crops. The synthetic fuels program 

would draw upon the proven experience of the innovative 

government-industry programs developed to meet other material 

shortages in World War II and the Korean War. 

Three months after the attack on Pearl Harbor in 

December of 1941, 90 percent of the world's natural rubher 

facilities came under the enemy's control. By 1945, when 

World War II ended, 87 percent of the rubber consumed in the 

Uni~ed States was synthetic. Nearly all of it carne from 

government-owned plants built during the war with Reconstruction 

Finance Corporation money and operated by private industry. 

Other critical materials shortages during World War II, 

notably in aluminum and steel, were met by additional plant capacity 

financed by the Defense Plants Corporation and other government 

agenqies and operated by private companies under leases or 

management contracts. 

In the Korean War we also faced materials shortages. 

This time we developed another method, under which the General 

Services Administration entered into market guarantee contracts 

with private industry to build new aluminum, copper and nickel 
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capacity. Under these agreements, the private firm obtained 

orivate financing to build specified facilities, received S-year 

tax amortization certificates, and gave the -government the option to 

buy, at specified or prevailing market prices, any part of the 

output for five years that could not be sold to military or 

commercial users. Some of these facilities employed known processes 

with predictable costs (e.g., primary aluminum reduction) but 

others involved new products (e.g., ferro-nickel) with uncertain 

costs and marketability. 

The long run cost of these programs to the Government 

was negligible. Most of the Government-owned World War II plants 

were sold to their private operators or others at prices that 

largely recouped their costs. Under the Korean War ma~ket 

guarantee contracts, the new capacity was privately financed. 

The Government did have to purchase some aluminum and other 

materials in excess of its own stockpile goals, but these excess 

inventories were later resold to private buyers or to the 

original producers at higher prices than the Government had paid. 

Our Present Predicament 

About half the petroleun we use is imported. More 

than half of our imports and even higher percentages of European 

and Japanese imports corne from the ~iddle East. Our heavy depen

dence on these sources makes us highly vulnerable to sudden upward 

price movements resulting from interruptions to supply or from 

the actions of OPEC. Moreover, no one can be certain, looking 

ahead to the next five or ten years, that this oil will continue 
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to flow uninterruptedly to our · shores. Political changes, 

terrorist activities, overt military action, and natural 

disasters are among the possibilities that could lead to a 

significant reduction or even a halt of deliveries. Should 

this happen, the effect on the United States economy and our 

way of life would be extremely serious. The risks of not 

correcting the present situation are too great to bear. 

The Shortcomings of Our Present Program 

The Department of Energy (DOE) is pursuing a broad 

program to advance technology in a number of energy areas. 

Promising long-range applications, such as laser fusion, and 

medium range applications such as those based on solar technology, 

are expected to emerge from the DOE program. The substitute 

fuel program would not replace these DOE research efforts. 

But it would help greatly to fill the gap before the DOE 

erograms, even if they achieve technical success, can fill a 

significant portion of our energy requirements. 

Our concern is the immediate future, that is, the next 

five or ten years. For this period our present program relies 

primarily on savings from conservation and the increased output 

from domestic petroleum resources. Only limited progress has 

been made in conserving energy, and more clearly needs to be 

done. The President's decision to decontrol the price of u.S . 
• 

crude oil is intended to stimulate domestic production. He 

estimates that the various conservation measures outlined in 

his April 5, 1979 program, together with new domestic oil pro-

duction resulting from decontrol, will provide savings of from 

864,000 to 1,539,000 barrels per day. Since we are using upwards of 
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20 million barrels p~ day about half of it imported -- we will 

still be heavily dependent upon foreign oil even if the program 

produces savings at the high end of the estimate. 

Substantial additional supplies can be attained if 

the United States undertakes an expedited program to produce 

synthetic oil produced from sources and technologies that are 

already at hand. These supplies, together with the stimulus 

expected from the President's program, will help to provide the 

energy security the United States and its friends need in the 

critical period before solar and otrerr energy applications are 

capable of making their full contribution. 

A Program to Produce Synthetic Oil 

The production program would be based on today's tech

noloJy. Through joint government-industry efforts, we would 

create a synthetic oil industry in much the same way that we 

created a synthetic rubber industry almost 40 years ago and 

doubled our non-ferrous metal capacity almost 30 years ago. 

The technology of synthetic oil is not in an early 

stage of research and development comparable to the intercontinental 

ballistic missile in 1950, the moon-landing program at its outset 

in 1960, or laser fusion today. It is a proven technology; 

Germany waged World War II on synthetic fuel produced from coal. 

South Africa has recently announced a program to produce oil and 

gasoline from coal. In the United States, a numb9r of studies 

as well as prototype developments contemplate the eventual pro

duction of synthetic oil from coal. 
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Synthetic crude oil [comparable in its characteristics 

to imported crude oil] can also be prod~ced from oil shale which, 

like coal, is available in enormous quantities in the United 

States. There are large deposits of oil shale in Colorado, Utah, 

and Wyoming. Environmental and other problems associated with its 

use and disposal, however, appear exceedingly difficult to overcome 

at the present tim~. Fortunately, there are important oil shale 

resources in Kentucky, Ohio, Indiana, Tennessee, and Alabama 

that seem to be generally free from the problems with Western 

shale. - The Canadian tar sands can also be converted into fuels 

with existing techno~ogy. The production program might also 

. include substitute fuels made from farm crops. Fuel mixtures 

of alco!lol made from farm crops and gasoline have satisfactorily 

powered automobiles and agricultural vehicles, and offer the 

promise of saving worthwhile amounts of gasoline. 

Large quantities of petroleum products (or substitutes 

like alcohol) could be made with known technology but at costs 

still above the present world prices of natural petroleum and its 

products. But while the future course of world oil prices remains 

uncertain, the trend will surely be upward in real terms -- the 

only questions are how sharply upward in real terms and how soon. 

A standing capacity to produce 5 million barrels daily from in

digenous sources would be of incalculable value to tbe United States 

and the free world -- whether or not this capacity is continuously 

operated. Its existence -- in operation or standby -- would 

cushion -the potential consequences of future political shocks, 

such as occurred in Iran this year and may well occur there or in 
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other vital production centers again ahd again. By adding a sig

nificant additional operating or standby source of supply, it 

would also tend to dampen the inevitable upward trend of oil prices. 

Depending on cost-price relationships, the political 

stability of the world oil trade, and balance of payments con-

siderations, the united States and its friends would have 

several valuable options they do not now enjoy: 

a) We could currently market the new output by 

subsidizing the difference, if any, between cost 

and market prices, and reducing imports by an 

equal amount (which might in turn lower world 

prices for our remaining needs).· 

b) We could currently purchase the new output and stock-

pile it as insurance against future political 

shb.cks .•. 

c) Whenever supplies of natural petroleum at prevailing 

prices are deemed more attractive we ·could shut 

down some or all of the new plants. In fuhe case 

of those privately built under market guarantee 

contracts, we would pay the owners a standby fee to 

cover their loan amortization needs plus a 

reasonable return on equity, with the right to 
• 

order them reopened whenever it becomes timely to 

shift to option a) or b). 
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Proposed Petroleum Reserve Corporation 

To carry out such a program, the united States should 

create a Petroleum Reserve Corporation, under the leadership of 

a proven business executive such as John deButts. The Corporation 

would be authorized to design and execute a program to create 

up to five million new barrels of petroleum and alcohol capacity 

per day, utilizing sources such as shale, tar sands, heavy oils, 

coal and farm crops. It would be authorized to issue bonds 

guaranteed by the united States. It would have authority to 

build new plants to be initially owned by the Government 

(financed by its bond issues or!.)perhaps by using part of the 

· proceeds of the proposed windfall tax) and operated by private 

industry under leases or management agreements. It would also have 

authority to enter into market guarantee agreements for new plants 

to be built and owned by private industry, with the triple 

op~ion of a) buying any part o~ the output that is not commercially 

sold, b) paying the subsidy needed to make commercial sales, 

or c) ordering shutdown and paying a standby fee to cover 

amortization of debt and a reasonable profit, ,,,,ith the right to 

order reopening at any later time under option a) or b). The 

Corporation would analyze the feasibility of achieving its 

goals by employing various mixes of the sources, technologies 

and financing options available, and would then desjgn its program 

and negotiate its contracts to suit. 

The Corporation would also be empowered to finance 

the building of plants in Canada (~, for tar sands) and perhaps 
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elsewhere, under firm ~lltergovernmental agreements for making 

the output available. ~t could also be authorized to enter into 

joint ventures with other nations, under which they would partici

pate in the financing risks in exchange for the right to a share 

of the output. It might also serve as a focal point for helping 

to identify environmental issues relating to the production program 

that require prompt resolution by the President. 

Preliminary Cost Estimate 

A rule-oL-thumb used by energy planners suggests that 

the one time investment cost might be $20 billion for each one 

million barrels of synthetic capacity .-- or $100 billion for the 

proposed program. The cost to the American taxpayer however, 

would be much less to the extent that the plants can be privately 

built under market guarantee contracts and to the extent that other 

countries participate in the governmental share of the financing. 

Recently, the Japanese and the West Germans have agreed in prin-

ciple to participate in a u.s. Government-sponsored substitute 

fuel venture and to contribute half of its expected $700 million 

cost. With the participation of other governments and private 

industry, the American taxpayers' share of the capital cost of 

a 5 million barrel per day substitute fuel program might be held 

to a capital investment of $50 billion or less. Judging by the 

experience of World War II and the Korean War, even this invest-

ment would ultimately be recouped by selling the Government's 

share of the new plants to private industry. Moreoever, to put 

a $50 billion capital investment into perspective, we presently 

incur a trade deficit of more than $25 billion per year for ~ach 

5 million barrels per day of oil we import. 



9 

,. 
Looking at the downside risks of our petroleum future, 

$50 billion is a worthwhile insurance premium, much of which might 

be financed by the proposed windfall profits tax. Once the capacity 

is in being, we could respond more flexibly to any future energy 

development. If real oil prices stay level or go down, we could 

place the capacity in standby and this would be our only cost; or, 

if we preferred to reduce our oil imports, we could operate the 

capacity at the additional cost of the required operating subsidies. 

If real oil prices continue to go up -- which seems now to be 

the most likely of all the possibilibies -- the plants would be 

self-supporting or close to that and most of our investment would 

be returned. 

Additional Advantages 

Apart from what it would do to resolve our present 

petroleum predicament; the proposed program would have other 

valuable psychological and economic advantages: 

a) The program would give us all the psychological 

lift of "doing something" instead of just doing 

without. It would employ our managerial, tech-

nological, engineering and organizing talents 

to achieve a productive rather than a restrictive 

result. 

b) If present expectations of a natural or induced 
4 

recession by 1980-81 prove correct, the program 

would stimulate the capital goods and construction 

markets at the very time when a stimulus would be 

helpful. 
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c) The program would give us a vehicle for acting 

jointly with other concerned industrial 

democracies to meet the joint actions of OPEC 

in a non-confrontational manner that OPEC's 

members could not oppose and might even support. 

The public reception to such a program should be highly 

favorable. The right time to adopt it is now. 

Paul R. Ignatius 
Eugene M. Zuckert 
Lloyd N. Cutler 
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Honorable Robert S .- McNamara 
President 
The World Bank 
1818 H Street, N.W. 
washington, D.C. 20433 

Dear Bob: - ~}/ 

I mentioned the other day that Gene 
Zuckert, Lloyd Cutler, and I were working 
on a plan to lessen our dependence on foreign 
energy sources. A copy is enclosed. 

After you have had a 
it, we would very much like 
you. 

.......--. I 
chance to look at ~ .. : !_.,//, 
to discuss it withjf } l.A 

Sincpely, 

~~ 
~]_~L~ 
/~qA~ 
~2-

Enclosure 



April 19, 1979 

A PLAN TO PROVIDE UP TO 
FIVE MILLION BARRELS OF FUEL 

PER DAY FROM SUBSTITUTE SOURCES 

Introduction 

This paper outlines a plan to create a synthetic 

fuels industry capable of producing 5 million barrels per 

day from sources such as shale, tar sands, heavy oils, coal, 

and farm crops. 

During World War II, the United States created a 

synthetic rubber industry to replace the natural rubber lost 

to enemy action. During the Korean War, our capacity for 

making aluminum and other critical materials was , greatly 

expanded through an innovative government prog~am. The 

synthetic fuels program would draw upon the proven experience 

of these prior efforts. 

Need 

About half the petroleum we use is imported. More 

than half of our imports and even higher percentages of 

European and Japanese imports come from the Middle East. 

Our heavy dependence on these sources makes us highly vul-

nerable to sudden upward ~rice movements resulting from 

interruptions to supply or from the actions of OPEC. More-

over, no one can be certain, looking ahead to the next five 

or ten years, that this oil will continue to flow uninterruptedly 

to our shores. Political changes, terrorist activities, 
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overt milita~y action, and natural disasters are among 

the possibilities that could lead to a significant reduc

tion or even a halt of deliveries. Should this happen, 

the effect on the United States economy and our way of 

life would be extremely serious. The risks of not correcting 

the present situation are too great to bear. 

The Present Program 

The Department of Energy (DOE) is pursuing a broad 

program to advance technology in a number of energy areas. 

The production program outlined in this paper would not 

replace the DOE effort. Promising long-range solutions to 

our energy problems, such as laser fusion, and somewhat 

shorter range solutions, such as those based on solar tech

nology, are expected to emerge from the DOE program. 

Our concern is the immediate future, that is, the 

next five or ten years. For this period our present program 

relies too heavily on savings from conservation and the 

increased output from domestic petroleum resources. Some 

progress has certainly been made in conserving energy, and 

more clearly needs to be done. The President's decision to. 

decontrol the price of U. S. crude oil is intended to stim

ulate domestic production. He estimates that the various 

conservation measures outlined in his April 5, 1979 program, 

together with new domestic oil production resulting from 

decontrol, will provide savings of from 864,000 to 1,539,000 

barrels per day. Since we are using upwards of 20 million 
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barrels per day -- about half of it imported -- we will 

still be heavily dependent upon foreign oil even if the 

program produces savings at the high end of the estimate. 

Substantial additional supplies can be attained 

if the United States undertakes an expedited program to 

produce substitute fuels. These supplies, together with the 

stimulus expected from the President's program, will help 

to provide the energy security the United States and its 

friends need in the critical period before solar and other 

energy applications are capable of making their full contri

bution. 

Production Program Con·cept 

The production program would be based on today's 

technology. Through a government-assisted effort, we would 

create a synthetic fuels industry in much the same way that 

we created a synthetic rubber industry almost 40 years ago. 

The technology of synthetic fuels is not in an 

early stage of research and development comparable to, say, 

the intercontinental ballistic missile in 1950 or the moon

landing program at its outset in 1960. Germany waged World 

War II on synthetic fuel produced from coal. South Africa 

has recently announced a program to produce oil and gasoline 

from coal. In the United States, a number of studies as 

well as prototype developments contemplate the eventual 

production of synthetic fuels from coal. 
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Synthetic crude oil comparable in its character

ist~cs to imported crude oil can also be produced from oil shale 

which, like coal, is available in enormous quantities in 

the United States. There are large deposits of oil shale 

in Colorado, Utah,and Wyoming. Environmental and other 

problems associated with its use and disposal, however, 

appear exceedingly difficult to overcome at the present 

time. , Fortunately, there are important oil shale outcroppings 

in Kentucky, Ohio, Indiana, Tennessee, and Alabama that seem 

to be generally free from the problems with Western shale. 

The Canadian tar sands can also be converted into fuels with 

existing technology. 

The production program might also include substitute 

fuels made from farm crops. Fue \ mixtures of alcohol made 

from farm crops and gasoline have satisfactorily · powered 

automobiles and agricultural vehicles, and offer the promise 

of saving worthwhile amounts of gasoline. 

World War IT and Ko're'an: 'Exp'eri:etlce 

Three months after the attack on Pearl Harbor in 

December of 1941, 90 percent of the world's natural rubber 

facilities came under the enemy's control. In 1945, when 

World War II ended, 87 percent of the rubber consumed in 

the United States was synthetic, with nearly all of it coming 
I 

from government-owned plants built with Reconstruction Finance 

Corporation money and operated under its direction by private 

industry. Other critical materials shortages, notably in 
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aluminum and steel, were met by additional plant capacity 

financed by the Defense Plants Corporation and other govern

ment agencies and operated by private companies under leases 

or management contracts. 

In the Korean War we also faced materials short

ages. This time we developed another method, under which 

the General Services Administration entered into market guar

antee contracts with private industry to build new aluminum, 

copper and nickel capacity. Under these agreements, the 

private firm obtained private f~nancing to build specified 

facilities, received 5-year tax amortization certificates, 

gave the Government the option to buy a portion of the output, 

and could require the Government to buy, at specified or pre

vailing market prices, any part of the output for five years 

that could not be sold to military or commercial users. Some 

of these facilities employed known processes with predictable 

costs (e.g., primary aluminum reduction) but others involved 

new products (e.g., ferro-nickel) with uncertain costs and 

marketability. 

The long run cost of these programs to the Government 

was negligible. Most of the Government-owned World War II 

plants were sold to their private operators or others at prices 

that largely recouped their costs. Under the Korean War market 

guarantee contracts, the Government did have to purchase some 

aluminum and other materials in excess of its own stockpile 

goals, but these excess inventories were later resold to 

private buyers or to the original producers at higher prices 

than the Government had paid. 
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Application to Our Present Predicament 

These tested methods seem highly adaptable 

to our present petrole~m predicament. They offer a way 

to replace fairly quickly a significant portion of our oil 

imports with substitute fuels, and to place some ceiling 

on the upward trend of imported petroleum prices. Large 

quantities of petroleum products (or substitutes like 

alcohol) can be made from a variety of indigenous u.s. 

and Canadian . sources (shale, tar sands, heavy oils, coal 

and farm crops) with kn~wn technology but at costs still 

above the pr.esent world prices of petroleum and its 

products. The future course of world oil prices remains 

uncertain, but the trend will surely be upward in real 

terms - the only questions are how sharply upward and how 

s ·oon. A standing capaci ty to produce 5 million barrels daily 

from indigenous sources would be of incalculable value to the 

United States and the free world - whether or not this 

capacity is continuously operated. Its existence -

in operation or standby - would cushion the potential con

sequences of future political shocks, such as occurred in 

Iran this year and may well occur there or in other vital 

production centers again and again. By adding a significant 

9perating or standby source of supply, it would also dampen 

the normal upward trend of oil prices. 

Depending on cost-price relationships, the political 

stability of the world oil trade, and balance of payments 
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considerations, the United States and its friends would have 

several valuable options they do not now enjoy: 

a) Currently consuming the new output by 

subsidizing the difference, if any, between cost 

and market prices, and reducing imports by an 

equal amount (which might in turn lower world 

prices) . 

b) Currently purchasing the new output and stock

piling it as insurance against future political 

shocks. 

c) Shutting down some or all of the new plants and, 

in the case of those privately built under 

market guarantee contracts, paying the owners 

a standby fee to cover their loan amortization 

needs plus a reasonable return on equity, with 

the right to order them reopened whenever it 

becomes timely to shift to option a) or b) . 

Proposed Petroleum Reserve Corporation 

To carry out such a program, the United States should 

create a Petroleum Reserve Corporation, under the leadership 

of a proven business executive such as John deButts. The 

Corporation would be authorized to design and execute a 

program to create up to five million new barrels of petroleum 

and alcohol capacity per day, utilizing sources such as shale, 

tar sands, heavy oils, coal and farm crops. It would have 

authority to build new plants to be initially owned by the 

Government (perhaps using part of the proceeds of the proposed 
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windfall tax) and operated by private industry under leases 

or management agreements. It would also have authority to 

enter into market guarantee agreements for new plants to be 

built and owned by private industry, with the triple option 

of a) buying any part of the output that is not commercially 

sold, b) paying the subsidy needed to make conunercial sales, 

or c) ordering shutdown and paying a standby fee to cover 

amortization of debt and a reasonable profit, with the 

right to order reopening at any later time under option a) or 

b). The Corporation would analyze the feasibility of 

achieving its goals by employing various mixes of the sources, 

technologies and financing options available, and then design 

its program and negotiate its contracts to suit. 

The Corporation would also be empowered to finance 

the building of plants in Canada (e.g., for tar sands) and 

perhaps elsewhere, under firm agreements on the "terms for 

making the output available. It could also be authorized 

to enter into joint ventures with other nations, under 

which they would participate in the financing risks in exchange 

for the right to a share of the output. 

Preliminary Cost Estimate 

The one-time capital cost of a 5 million barrel per 

day program might be on the order of $50 billion spread over 

five or more years, though further study is needed before 

the cost can be estimated with confidence. Much of this 

might be privately financed, and the balance would be one of 

the most logical ways to recycle the "proposed windfall profits 
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tax. Looking at the do\~side risks of our petroleum future, 

$50 billion is a worthwile insurance premium. Once the capacity 

is in being, we could respond more flexibly to any future 

energy development. If real oil prices stay level or go down, 

we could place the capacity in standby and this would be our 

only cost,. or, if we preferred to reduce our oil imports, 

we could operate the capacity at the additional cost of the 

required operating subsidies. If real oil prices go up, the 

plants would be self-supporting or close to that and most 

of our investment would be returned. 

Additional Advantages 

Apart from what it would do to resolve our present 

petroleum predicament, the proposed program would have other 

valuable psychological and economic advantages: 

a) The program would give us all the: psychological 

lift of "doing something" instead .of just 

doing without. It would employ our managerial, 

technological, engineering and organizing 

talents to achieve a productive rather than a 

restrictive result. 

b) If present expectations of a natural or induced 

recession by 1980-81 prove correct, the program 

would stimulate the capital goods and construction 

markets at the very time when a stimulus would 

be helpful. 

c) The program would give us a vehicle for acting 

jointly with other concerned industrial democracies 

to meet the joint actions of OPEC in a non-
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confrontational manner that OPEC's members could 

not oppose and might even support. 

The public reception to such a program should be 

highly favorable. The time to adopt it is now. 

Paul R. Ignatius 
Eugene M. Zuckert 
Lloyd N. Cutler 
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In reply please refer to : DG Geneva, 7 May 1979 
Priere de rappeler la reference : 

Dear Bob, 

Thank you for your letter of 26 April 1979 and for the 
of the paper on Bank Lending for Health. I think it is now in extremely 
good shape, containing all the right philosophy about health and development, 
and I hope it will have the desired effect on your Board. Since WHO has 
been a pioneer in building up that philosophy and translating it into 
action, I should like to pledge the Organization's full cooperation with 
the Bank so that countries committed in practice to our joint philosophy 
will be given priority for Bank lending for health. 

The Thirty-second World Health Assembly, which has just commenced, 
has as its central theme the formulation of strategies for health for all 
by the year 2000, based on the type of primary health care that was adopted 
at Alma Ata and that your paper outli~es. Our Executive Board has proposed 
to the Health Assembly that full use be made of WHO's most important 
constitutional role, namely, the coordinating authority on international 
health work, in order to ensure the coherent preparation and implementation 
of these strategies. You may find it useful to let your Board know about 
WHO's responsibilities and commitments either as part of the paper or in 
other ways so that they can be sure that your proposal is in entire accord with 
the latest national and international political action for health. 

With many thanks for your untiring efforts for the health of the people 
of the developing world and with my best personal wishes, 

Mr Robert S. McNamara 
President 
International Bank for Reconstructio 

and Development 
1818 H. Street, NoW. 
Washington D.C., 20433 

Yours sincerely, 

Director-General 
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