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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release January 12, 1982

The following individuals will compose a White House Policy
Team, which will provide continuing policy guidance on
implementing the President's decision to dismantle the
Department of FEnerqy:

Edwin Meese III, Counsellor to the President (Chairman)

Secretary Malcolm Baldrige, Department of Commerce

Secretary James Edwards, Department of FEnergy

Secretary James Watt, Department of the Interior

Secretary Caspar Weinberger, Department of Defense

Martin Anderson, Assistant to the President for Policy
Development

Richard Darman, Assistant to the President and Deputy
to the Chief of Staff

Craiqg Fuller, Assistant to the President for Cabinet
Affairs

Edwin Harper, Deputy Director of the Office of Management
and Budget

A Steering Group 1is also being formed with the primary role of
providing coordination and direction to the activities of a
series of working groups which will address in detail organiza-
tional, resource, legislative and external relations issues.

The membership of the Steering Group is as follows:

Joseph Wright, Deputy Secretary of Commerce (Chairman)

Ken Davis, Deputy Secretary of Energy (Vice Chairman)

Frank Carlucci, Deputy Secretary of Defense

Danny Boggs, Senior Policy Advisor, OPD

Guy Fiske, Under Secretary of Energy

William Heffelfinger, Assistant Secretary of FEnergy.

Martha Hesse, Project Manager, Energy Department
Transition, Department of Commerce

Donald P. Hoc ~ — ° - ' - oo

George Keyworth, President's Science Advisor

Frederick N. Khedouri, Associate Director, OMB

M.B. Oglesby, Deputy Assistant to the President,
Legislative Affairs

Peter Teeley, Vice President's Staff

Richard Wagner, Assistant to the Secretary of Defense

Robin West, Assistant Secretary of Interior

Richard Williamson, Assistant to the President for
Intergovernmental Relations.
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III.

Petroleum prices have now been retarding inflation, not
leading it. The average price of gasoline has fallen by
almost 15 cents since its peak in early 1981. This
represents an average annual savings in gasoline costs
of about $80 for the average car.

These effects are most clearly seen in imported oil, for
which America always had to pay the going market price.
The average coast of imported oil has fallen at least
$4.00 a barrel since decontrol. Even the average cost
of domestic o0il has fallen below its pre-decontrol
level, even though a significant volume of oil was
decontrolled from its previous extremely low price.

ENERGY SECURITY

The major sign of America's energy vulnerability has
been our high level of oil imports. As a result of the
programs subsidizing domestic consumption and retarding
domestic production, our imports rose from already high
levels of about 6 million barrels a day in 1973 to 8-1/2
million barrels a day by 1977. This meant that almost
half of all oil used by America was being imported.

Our imports began to decline significantly in 1980, and
1981 showed another 20 percent drop in imports. Our
imports in 1981 were the lowest since 1972. Indications
from the first part of 1982 show this decline continuing
at a signficant pace. We are now importing less than
one~third of the oil we use.

The Strategic Petroleum Reserve (SPR) is a major part
of government policy to protect the economy frcom the
possibility or reality of oil supply interuption. At
the end of 1980, after four years of effort, barely 100
million barrels of o0il had been placed in storage.
In less than a year, this amount of oil was doubled,
and Phase 1 of the SPR program, a 250 million barrel
reserve. will bq - et < "¢t month. We
1 y 7
the decade, of the 750 million barrel reserve now
authorized.

Our reserve has also increased dramatically when

compared to our level of direct imports from Arab OPEC

countries. At the end of 1980, our national reserve

t 7 1 il to 1 dir =t OP! =~ impor

for 42 days. +1nis figure now stands at 140 days, a very
ibstantial incre: in protection.
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FACT SHEET

International Energy Developments

The effect of market forces on supply and demand of
0il is also evident at the international level. From the
end of 1978 to January 1981, the average OPEC price for
a barrel of oil rose from $13 to $35. After a similar rise
in 1973, many oil-consuming nations including the United
States, imposed price controls and discouraged conservation
as well as greater production. 1In 1980-81, however, the
market was allowed to operate. Almost all of the industrial
0il consuming countries, including the U.S., now permit market
pricing of o0il and most products.

The results tell the story. Higher prices have reduced
demand and encouraged production. World oil consumption in
1981 dropped 5%. Meanwhile, non~OPEC production of oil
increased 4%. These two developments combined to reduce
OPEC o0il production from 27 mbd in 1980 to an average of 23 bd
in 1981, some 8 mbd below peak levels in 1977. 1In the first
quarter of this year, OPEC production dropped below 20 mbd.

The decline in demand has occurred not only in the U.S.
but also in other countries. 0il consumption in West Germany,
France, the United Kingdom, and Italy fell 10% in 1981.
Meanwhile, GNP in these countries fell only %%. Much of the
decline in 0il consumption, therefore, was due to substitu-
tion of other fuels and not the effect of the recession
alone. Indeed, non-0il energy consumption in these countries
increased by 2%. Nuclear power generation alone increased
18% in the OECD countries. France by itself added eight new
nuclear reactors to its power system. Conservation also
accelerated. In the United States, auto fleet efficiency

, 1

and 2%.

Throughout 1981, OPEC wrestled to come to terms with
these market developments. Some producing countries tried to
sustain the high prices reached at the beginning of 1981
averaging around $36/b. As demand weakened at those prices,
they found their production and export levels steadily dropping.
Others such as Saudi Arabia warned that prices may be too high
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STATEMENT BY THE ASSISTANT 70 THE PRESIDENT
FOR COMMUNICATIONS

’

This past weekend, the ministers of OPEC met in special session to
decide how to cope with changing conditions in international oil
markets.

One of the most important places where rapid changes are occurring,
of course, is right here in the United States. During most of the
1970s, o0il production here in the U.S. was falling steadily, while
domestic energy prices were rising, and our reliance upon foreign
energy sources was increasing at a dangerous clip. During the
early 1980s, there have been striking changes: drilling for oil
here in the U.S. has increased; prices for consumers have dropped
somewhat; and the reliance upon OPEC has also diminished.

Many point to the onset of recession as the primary cause of these
changing conditions in the U.S. Clearly, the deterioration of our
domestic economy has played some role. It is clear, however, that
deeper and more significant forces are at work in the energy field --
forces that should continue at work after the economy begins its
recovery. Oil use has declined far faster than and in the current
recession.

In this special briefing today on changes in the U.S. oil
picture, we hope to demonstrate three basic points:

First, that the forces of a free marketplace are now having a positive
impact upon America's energy outlook. The substantial increases we
are now seeing in the search for domestic o0il and in the achievement
of greater energy efficiency both illustrate the power of market
incentives.

Second, it is clear that among the most immediate beneficiaries of
these changes have been American consumers. Over the past 12 months,
the price of gas at the pump has fallen by some 15 cents a gallon on
average, and the price of home heating o0il is also falling.

Third, it is clear that the changes taking place are also strengthening
America's security posture. We now have enough 0il in our strategic
petroleum reserve to replace all direct Arab OPEC imports for 140 days.

Moreover, our degree of dependence upon foreign oil is declining: in
recent weeks, 0il imports have accounted for less than 30% of our
consumption -- the lowest level since 1971. At long last, we are

weakening the OPEC hammerlock.
tu

past 1s opviously not over. As Secretary Jim Edwards has said, “"we
have to realize that the difference between a glut -- a word we really
shouldn't use -- and a shortage is a matter of only a few million
barrels of o0il a day. We're not as secure as some people think."

e voints out that we still relv upon the Middle East for 41 nercent
of our oil imports. Here at home, the cost of energy will probably
continue to rise because the cost of finding it will rise. Whatever
happens in the short-term on o0il, we must also continue the transition
to an era of fission, fusion, coal and renewable resources.

In short, we still have a long journey ahead. But it is also clear
that we're finally making progress -- and of greater importance, that
we have at last found the right road.

#n#
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REFINER COST OF IMPORTED OIL
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