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FROM: RAK

The White House expressed relief today over Japan’s
voluntary plan to restrict auto exports to the United
States. The administration clearly believes Japan now has
gone far ehough towvard assisting U.S. auto manufacturers.
Spokesman Larry Speakes confirﬁed the figures reported from
Tckyo yesterday.

**The President is pleased with this statement by the
{gganese government. We believe it will g0 a long way
tuward eliminating the need for congressional action. We
believe it will give the U.S. auto industry time to
retool...We’re hopeful it will allow the U.S. auto industry
to recover,”” Speakes said.

Reagan’s satisfaction with the restrictions agreed to by
Japanese automakers was relayei to Pepublican Senator John
Danforth this mofning by Commerce Secretary Malcolm
Baldridge, Speakes said. The ¥hite House seems to think
Danforth will accept this deal worked out by trade
negotiator Bill Broeck.

Speakes insists, of course, that Reagan’s free—trade
policy has not been compromised by Japan’s voluntary
“Straints. ‘“It has always been our policy to be a basic
free-trade policy (sic)...They’re (the Japanese) aware of

{MORE)
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STORY: AUTOS

our‘obpdgition and general feeling toward lesislation””’
;A\tricting imports, Speakes said. But he noﬁed, *“We had
discussions with the Japanese...We wére faced‘with
legislation and it was a very real possibility.”” In other
words, the administration never overtly threatened to
supportllegislated restraints, but the administration’s
éubtle persuasion was not lost on the Japanese,.

The White House hedges considerably on the guestion of
what this agreement will do to auto prices for American
consumers. — We’'re hopeful that it will not result”’ in
higher prices, says Speakes. " ‘We’re hopeful that allowing

the U.S. auto industry to recover will help everybody.”’

Grain_deal. The White Fouse also announced today that

§g{eements will be signed shortly for the purchase by
laiwan of 17 million tons of wheat, barley, soybean and
maize from American producers over the next five years. The
deal is worth about 4 billion dollars to American farmers.

(END)
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RE: White Fouse notes

Reagan met with some two dozen wavering House Democrats
today in an effort to nail down the votes he needs this-
veek on the budzet cuts. The lawmakers met with the
2resident in small groups during sessions.spread over three
hours this morning. More sessfons are scheduled for the
next few days.

Keagan apparently is promising most of the members tkat he
ﬂi%l ray close attention to their special needs vhen the
cutbacks are fine tuned as the budget process progresses. in
the months ahead. The long hours of personal contact
between neagan and the legislators are paying off.

After meeting with the President, Representative Donald J.
Albosta (D-Mich.) said he intends to vote for the Gramm-
Latta package that Reagan wants. ‘I was undecided, but I
expect I°11 be votinzg”” with Reazan, said Albosté. *YThis
[meeting] helped me decide how to vote...What we in
Michigan need is equity and the President has assured
me...ttat he’s willing to look at the problems of
Michigan.””

Spokesman Larry Svpeakes insisted that Reagan is not making
!ﬁzcifié prcmises to individual congressmen to win their
votes. ' “¥e’ve promised them that we’ll listen to their

(MORE)
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c;ncerns.n.We have no plans to compromise orn the budget at
present time,”” says Speaxes.
The White House refuses to announce whom Reagan is meeting
with from the Hill. But mény of the conéressmen talk
outside the West Wing after they emnerge from the Oval
Office. Speakes says a list of the several dozen
iegis}ators Beagan has met with will be released later—-

probably after the vote on the first budzet resolution.

House news briefing focused on Ed VMeese’s comments Sunday
on-television. Speakes sought to make no more news than did
Meese, but he maraged to make the point that the Vhite
House is, at least for now, more interested in talking to
the Soviets about reductions in theater nuclear forces than
.. reducing strategic weapons. ~"Obviously we’re moving at
a quicker pace toward TNF reductions,”” said Speakes,
stressing at the same time that the administration is not
concentrating on theater-nuclear—-force reductions at the
expense of reductions in strategic vweapons. Speakes refused
to confirm or deny reports from Rome that Reagan sent a

letter to Brezhnev on the subjeét of arms contrel.

Prime HMinister Begin regarding the war ‘in Lebanon, but
'Sneakes woﬁldn’t discuss the contents. ' 'The U.S. continues
to actively urge all parties to mairtain the restraint
which we welcome, restraint that has been skown in the last
/ ek...ie are proceeding with diplomatic efforts...and are

(MORE)
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hopeful tiere will be results,”” Speakes said.

"
(BEND)
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FROM: RAK

RE: White House potes

m;ggggg_ém;§§g314 The President has dispatched former
ambassador Philip Habib to the Middle East as a special
emissary to help resolve the conflict in Lebanon between
Israel and Syria. Habib met with Reagan this morning and
was to meet with Secretary of State Baig before departing
for the Mideast, probably Wednesday.

,~Habib will meet with the ‘‘leaders of goverament’’ in
Levanon, Israel and Syria, but the White House refuses to
name specifically whom he will see in each country.

Reagan apparently is not sending specific peace proposals
with Habib. “‘He will go there to explore ways to reduce
the tensions,”” says spokesman Larry Speakes. "It will be
a listening session...We have been seeking wéys to defuse
the situation ever since the recent outbreak of
violence...Our immediate concern is that he talk to these
three countries and report back to the President.”’

Israeli ambassador Ephraim Evron met with Reagan this

afternoon.

~

L wg8ressmen in small groups spread over two hours this
afternoon to continue his push for the Gramm-Latta budget
resolution. Trhe White House, from Reagan on down, refuses

(MORE)
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to say the Pfesident's victory is locked up. During a brief
photo opporutinty this afternoon over lunch with Senator
Dole, Elizabeth Dole,‘Nancy Reagan and others, Reagan said,
in usual good humor: *‘You know me, I run scared all the
time. I’m going to wait for the count...If it turans out
like the one [victory]l last November, 1”11 be very happy.’’

Interest_rates. Speakes says the President supports the

Federal Reserve’s decision to hike the discount rate. “‘We
feel like it’s an essential step that is needed at this
time...This high prime rate is a result of high

inflation,”” says Speakes.

Note to DR: I checked back with the State Department
" garding Mrs. Annenberg’s curtsy. There is no State
Department policy on how royal visits will be handled in
the future, no edict agéinst curtsying if the chief of
protocol chooses to. A spokésman at State says no one there
is unhappy that Mrs. Annenbderg curtsied to Prince Charles.
Mrs. Annenberg’s aide says she hasn’t made any decision
about whether she will curtsy the next time she greets a
member of the British royal family...My guess is that she
will forgo the éourtesy in the future to avoid the

political harassment.

(END)
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FROM: RAEK

RE: Suzuki visit, sic,

At a bvackground dbriefing this morning, national security
adviser Richard Allen stressed that the visit of Japanese
Prime Minlster Zenko Suzuki is not expected to produce

v e

*‘concrete agreements to resolve differences between the

U.5. and Japan. Rather, the trip is intended to establish a
better " “framework’’ for the two countries to operate

Y4

under, and to ‘‘reinforce the strong partmership between
;ggfo and Washington. [Allen is to be identified only as an

<dministration official.”’]

Defense_spepdipg. The white House seems resigned to
Japan‘s unwillingness to sharply boost its defense
spending. Heagean will move cautliously to promote Zradual
inoreases in Japan‘s military budget. Aller sald the
administration is sympathetic to such "‘special

g

gconstralats on the Japanese as their long tradition of

not spending more than 1 perceni of GNP on military needs,
And &4 comstitutional ban against placing Japanese troops
oulslide the country.

The administration will, nevertheless, do what it canm to
encourage Japan to shoulder more responsidllity for its own
(‘ﬁense. **The basic trend of Japanese defense spending is

*

nealthy acd good,”” said Allen. ‘“We think this basic trend

(MORE)
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r;zsra increased defense spending...is one we Ccan

8. .ourage,.”” But Allen made clear that the White House
believes Japan soould be doing more in terms of defense
survelllance and in providing ecoromic—-development
assistance ““that would enhance security”’ inm Third Worlid
countries.

Allen cited 4 need on the part of Japan to establish '‘a
credible defense of their own territory...A larzer Japanese
maritime self-defense force would dbe @ highly desirable
measure. * Japan‘s defense system is inadequate, Allen
said, ‘“in some respects if there were toc be a full-scale
assault’’ against the country.

Heagan is not prepared, however, to press Suzukil hard for
;_gauid bike in military spending. Allen warned of

repercussions throughout Japan and Asia’” if the U.S.
tried to force Japan to "“fulfill the role of guardian of
the Pacific’” as the U.S. seventh fleet now does.

The Soviers., Allenm conceded that the Japanese were miffed
over the level of consultations between Tokyo and
Washington over the 1lifting of the grain embdarge. "“The
Japanese understanding of consultations may have involved a
more comprenensive approach than the U.S. had in mind.”” In
essence, the Japanese merely were alerted in advance of
Reagan’s decision.

Healations with Moscow are an important item in the talks
with Suzuki, and Reagan will urge Japan ‘“to stand firm’’
“ywithholding advanced technology from the Soviets.

(MORE)
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Recent incidents. "I do not think any serious strains
:_\é introduced,”” says Allen, by such recent problems as
the sinkiog of the Japanese merchant ship, the demand for
restraint on auto exports, and the 11fting of the grain
embargo.

Budget cuts. For the first time, the White House says
victory is at hand for Reagan’s budget cuts in the House.
“‘¥We do feel today that the tide is running our way,”” says
spokesman Larry Speakes.

The President has met with 68 members of Congress since
last Thursday. According to Speakes, Reagan met with five
congressmen on Thursday; five on Friday; 26 on Monday; 15
on Tuesday; and nine today.

Rawhide has been spending two to three hours a day
v.abbering with these lawmakers. He seems paranoid that Tip
0°Neil was setting some sort of trap by declarinz

repeatedly that the Democrats were beatsn.

(END)
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FROM: HAK

RE: Suzukl talks

Reagan met alone (except for interpreters) for 5@ minutes
this morning with Japanese Prime Minister Zenko Suzuki in
the Oval Office, then convened a larger 4¢-minute session
that included Vice President Bush, Secretary of State Eaig,
Japanese Foreign Minister Ito, etc., in the Cabinet Room.
More talks are scheduled at the State Department today, but
Heagan is not participaticg., He is resting in the family
cuarters. He will see Suzuki at tonlght’s state dinnmer and

.
i+ Other meetings Friday.

National security adviser REichard Allen bdriefed reporters
on the progress of the talks thus far, but revealed no
secrets, Allen ls Lo be referred to only as an
*‘administration official.’”

As he has done with forelgn heads of state in the past,
Reagan relied heavily this morning on establishinz a
personal rapport with Suzuki, spending most of the time in
thelr private session jokinz, reminiscing etc. The White
Bouse places great stock in the bellief that if Reagan is on
iriendly terms with foreisn leaders, he will have laid the
groundwork for tackling prohlems later. ‘‘The President and
t)= Prime Minister feel they have established a very close

personal relationship,”’ says Allen.

(MORE)
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’f\The two leaders, according to Allen, discussed the fact
; ;; they both were born within a few weeks of &ach other,
that they both switched political parties during their
careers, and that they both own homes overlookingz the
Pacific and "‘may nave looked out on the Pacific, perhaps
at the same time.””

In & more significant vein, Reagan virtually apologized to
Suzuki for not consulting further before 1lifting the grain
embargo. Heagan promised fuller consultations in the
future. "~ The President indicated that the U.5. will
closely consult with Japan in the future omn issues

e

important to them,’’ says Allen.

x4

Reagan also expressed " ‘appreciation’’ for Japan’s

ig&untary auto~export agreement. The President, according
L. Allen, raised the subject of the surken Japanese
merchant ship. ‘It was agreed that the Japanese side would
continue its investigation and, when the results are
completed, forward the report to the U.5. side.”” Also
discussed was Reasan’s recent letter to Soviet President
Erezhnev on arms control, but Allen refused to elaborate on
this. He also declined to say whether Brezhnev has
responded to Reagan.

In the larzer, Cabinet Room meeting, Suzukli-—-speaking
through an interpreter——praised the warmth of the 0Oval
Office session and said he and Heagan had been ‘‘speaking
openly as real buddies,”’ according to Allen’s notes. ''The

P~\me Minister said that he hoped that im the future, he

(MORE)
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Eﬂ&}d pick up the phone when a problem arises and call the
sident,..The President readily assented,”” says Allen.
There followed a discussion that covered various topiecs:

China, Korea, the Indian Ocean, the ASEAN alliance and its

role in trying to get the Vietuamese out of Cambodian, and

Japanese defense spending.

More specifically, Suzuki sald ““the Japanese people
applaud’’ the U.S. decision %o keep troops im South Korea
to deter aggression from the North; indicated that Japan
has benefitted from closer U.S. ties to China and stressed
the need for the West toc support China’s efforts to
modernize.

Reagan did not make a biz push for Japan to boost military
spending. And, says Allen, **no commitment was made’” by
vw.pan to spend more on defense. Allen would only go so far
a5 to say that the subject of Japanese defense spending
“*will be fully discussed’” during Suzuki’s visit.

A joint communigue is expected to be issued on Friday

before the prime minister departs.

(END)
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RE: Budget vote post-mortem

White House officials suggested strongly on Friday that
President Reagan would accept a Gramm-Latta style
compromise with conservative Democrats on the proposed tax
cut.

''He's not actually seeking compromise but a few feelers
have been put out and he's always willing to listen,'' said
White House Chief of Staff James A. Baker.

Asked whether the effective date of the tax might be one
area of compromise, Baker added: ''Only in circumstances of
an overall compromise. He's not talking about a piecemeal
alternative.''

Baker said he understood that members of the
Conservative Democratic Forum were working on a Gramm-Latta
style compromise as an alternative to Reagan's three-year,
30 percent tax cut. |

The White House also drew encouragement from the fact
that five Democrats on ﬁag House Ways and Means Committee
voted in favor of the budget. Max Friedersdorf, Reagan's
chief lobbyisg)indicated that he expected these five
Democrats to as EEE;—;illing to compromise on the tax plan.

- ''We're much further ahead than when we started our efforts’
on the budget,'' Friedersdorf said.

All of this material comes from an on-the-~record session

May 8,

1981

PGH,
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that Baker and Friedersdorf had with about a dozen
reporters Friday afternoon.

The President's meetings with Democrats on the budget
were important in turning the tide, according to these
White House officials. All but four of the 60 Democrats who
met with Reagan in the Oval Office voted in favor of the
budget. ''These meetings certainly did produce votes,''
says Friedersdorf. Reagan also met with 10 Republicans.

One longtime liberal Democrat from the Northeast/ who
has served under five Presidenﬁi!'told Reagan that this was
his first opportunity to sit in the Oval Office and discussh
with a Pfesident what was on his mind. He later voted with
Reagan.

Strategy on the tax package will be similar to the White
House strategy on the budget, Baker said. He said he
earlier viewed the budget fight as ''tough, but doable.''
He says he now views the tax-cut battle as ''tougher, but
doable.'' He adds: ''The fact that the President won as
convincingly as he did should give us momentum and make it
easier on the tougher but doable problem we've got on the

tax cut.'"?

(END FILE)
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RE: White House potes

The White Fouse reacted with extreme caution today to the
election of Francois Mitterrand. National securlty adviser
Aichard Allen held a background briefing, largely to deny
wire reports that Reagan was slow to offer his
congratulations to the President-elect. (Allen’s comments
should be attributed to am “‘administration official.)””’
,,Qﬁeagan sent a congratulatory message to Mitterrand
psamptly, Allen said, but release of the message was
delayed in Washington until 1t was received in Paris.

Allen hinted that U.S5.-French relatlons might even benefit
from Mitterrand’s election. Mitterrand is considered a hard-
liner vis-a-vis the Eremlin, and he 1s more pro-Israeli
than was Glscard. He has expressed support for the Camp
David peace process.

During kois election campalegn, Mitterrand pledged not to
bring Communists into his goverament, but there is no
certainty now that he will aot be forced to include
Communists. Allen was asked whether the prospect of
Communists in the French goveraoment would concernm the
P an administration:

"1 think it would, certainly the role of the Communist
Party in a cavinet of a European ally would be something

(MORE)
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;t would attract our attention, and cause us to examine
the situation carefully, although we don’t feel that 1t is
a foregone conclusion whatscever that there will be
Communist participation in the new Freuch
government...Let’s recall that the Communist Party...was
strident in its oppostion of Mr. Mitterranmd...So, Mr.
Mitierrand is & socialist in the European soclalist
tradition...That does not mean that he understands Marxism-
Leninism to be a guide for the present or for the future.””’

Allen refused to answer most of the questions put to him,
saying 1t is too early to assess the consequences of
Mitterrand”s victory and that a full analysis is underway.
%g\was cautious not to say anthing that might be |
i «erpreted as criticsim of Mitterrand.

**It’s anticipated that, based on the long-standinz warm
reletionship belween our two countries, that our relations
will continu= to develop with France...We are not drawing
any conclusions other than that we are standing prepared to
work with the new Frencli leadership...0ne should exercise a
healthy caution and due respect for a new administration
without trying to prejudge it whatsosver,’’ Allen said.

so0cial security cuts. Reagan was to make several important
decisions thls afternoon concerning mew administration cuts
in social security programs. For fiscal “82, the cuts are
supposed to total about 8 billionm dollars. Heagan met this
m~aing for an hour with the cabimet council chaired by HHS
Secretary Richard Schwelker to discuss the additional cuts.

(MORE)
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This clearly is a politically explosive prodlem for the
White House, since Reagan has pledged not to tamper with

Y

the so-called ‘“safety net’” programs, which include basic
retirement tenefits under social security.

3214 Larry Speakes: ““We will not violate the pledge the
President has made. Full retirement benefits will not be
cut...It’s our desire that those nowv receiving social
security retirement benefits will not have their bemefits
cut...Full retirement bdenefits will be continued for those
now on social security.”’

Heagan clearly will try to make the necessary changes in
social security without cutting basic retirement benefits.
%;; cther social secuirty programs are vulneradle. And
Spucakes noted that changes in the cost-of-living increases
that recipients now get twice a year are a pessibility, dut
he sald the administration would try to make these cuts
**minimal.’’

It seems likely ihat benefits for future recipients will
be delayed or otherwise cut to bolster the finmancial
conéition of the social security system.

Congressiopal deals. The President met this morning with
the 22 ranking Republicans onm the Eouse comriittees %o
discuss upcoming appropriations bills. There was little
discussion of the tax bill, accordlng to Speakes, who
quoted Reag;n as telling the lawmakers: ‘I think this sets
¥~ stage for the reconciliation process. I hope we’ll keep
the ceiling when we get down to the specific programs. This

(MORE)
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N
&-.85 us momentum as we move forward.”’
Reagan held a reception this afternoon for the 263 House
' Republicans and Democrats who voted for his budget cuts.

Those who voted agzainst the President were not invited.

(END)
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22 White Kouse potes

“

Kl Salvador. The white llouse stated its opposition today
to the Senate Foreign Belations Committee bill setting
conditions for continued aid $o El Salvador. Sald spokesman
Larry Speakes: " “There are some goals in the legislation
with which we temd to agree...But we do not feel it is
helpful to impose conditions on the aid that we think is
needed to give that government & chance to develop the
iﬁifility necessary for the advancement of reforms...We
@ 't feel it°s particularly helpful to wvhat we’re trying
fo &8s "

Govgrpors. The President met with a group of governors
this morolng and pledged to mo “Mall out’” to win
congressional approval of block grants that would replace
categorical aide prozrams, thareby givinz states greater
flexivilicy 1o spending federal dollars.

Reagan has been adle to sell his pudget cuts to the
governors by promising block grants and a loosening of
federal regulations and red tape2. Most of the bipartisan
group of 19 goveraors were plsased with RHeagan's
commitment. Sald Tllinocis Coevernor Jim Thaompsorn: "I ve
op~¢r heard the President volce as stroang support for a
program as he did for block grants.”” Thompson, always

{MORR)
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rager to get on the network sews and in the headlines,

JT?;e dows fisagan’s exact words to the group: | The block

grant approach is a major goal of our administration. It’s

absolutely imperative that it pass Congress,”’ Reagan sald.
‘82 deficlt. Reagan is hedging 2 bdit or his pledge to keep

the “82 budget deficit to 55 billion dollars. Asked whether

the President might accept a higher deficit in 82, Speakes

responded: "“We’re committed to hew as closely to the line

of a 55-billion-dollar deficit as is humanly possble.””

(END)
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FROM: RAL

RE: White House notes

The Pope. After the pape vas shet this mornling, Beagan
telephkoned Terence Cardinal Cooke in Yonkers, N.Y., and
*‘erpress=d the sorrow of the American people and expressed
his personal concern for ihe pope,”” Larry Speakes said.
Coeke promised to relay Reagan’s sentiments to the Vatican.

When Ed Meesed notified Reagan that John Paul II had been
snhot, the President expressed shock, and his first words,
§gqprding to Speakes, were, ‘1711 pray for him.’® ¥illiam
W.aS50n, the U,S8. representative to the Vaticen, was on his
way to Wasnington from the West Coast when the shooting
seourred,. KEeagan has never met the pope.

Several events plsuned for today at thie White HRouse were
cancelled because of tae shooting, including a presidential
reception for sepators who supported Reagan’s budzet cuts,
and @ performauce for Mrs. Beagan by women Olympic
gymnasis.

Secial secyrity cuts, ““Our initial reaction to the sopial
security vropnsal nas teen generally favorsble,”” says
Speakes, referring to reaction ip Congress, ‘“We were faced
wiih a very stark realitvy: fither we do somethizg or the

f“ytem would go broke next year...We have done the very

‘ ﬁ&tt we could in light of the present circumstances,””

(MORE)
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Speakes claimed lznorance of public reaction as measured by
L White Bouse swiichboard. In the past, when public
reaction to Aeagan’s proposals was favorahle, the White
House proudly reported the number of approving calls vs.
the number of complaints. No such tally has yet been
released on reaction to the social security cuts.

Crime. Reagan met with a group of 3Senate Dempcrats this
moroing to discuss upcoming crime leglislatlon. £peakes
quoted the President as telling the group in the Cabinetl
Ropom: * I cap assure you of cooperation om our end.
¥henever the American goverament can help, I will say
yes,.”” Beaman also noted that anti-crime measures by the
feds shoula never compromise states’ rights.
’_s§931g&_iglling:4 The four-hour detention of the Aernflot

g-viiner by Customs agents at Dulles airport was done

\

without "‘any violation of diplomatic immunity, ” says

Speakes. lhe agents ~“had reason to suspect certain
puthound cargo was on board without valid export license.”’
But Speakes refuses to say what the cargo was. There was no
search of diplomatic baggae or mail, according to Speakes.

He adds: '“The Tass charges are colorful but ahsurd. We

categorically deny them.””
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RE: The Reagan_coalition

believes the coalition of House Republicans and
conservative Democrats who backed Reagan’s budget cuts can
be preserved as a permanent entify, largely because these
congressmen share the same basic views as the President.

Says Friedersdorf, in typically understated fashion: " ‘How
long the coalition will last, I have no real idea. But it
7~N1d appear not to be just a single, once-in-a-lifetime,
flash-in—the-pan coalition. There are the dimensions of
something permanent there...There are a lot of Democratic

cbngressmen who have the‘same basic ideology and vphilosophy

toward government as the President does...On spending,

taxes, deregulation, cutting government, I think we’re

going to get a lot of support from the other side of the

s

aisle.’’ [All of Friedersdorf’s comments are on the

record.]

He notes. that many of the boll weeviis in the House who
voted for Reagan’s budget cuts hoid safe s=sats and
supported the President more because they agreed with him
;gan because of pressure from constituents. Friedersdorf
-+50 refers to a group of 22 Democrats in the House that he
calls the “‘nervous”’ list. These are congressmen who

(MORE)
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quoséd”?ﬁe Gramm-Latta subgtitute but voted.for it on
fiual passage. They are more moderate members'who might not
be as inclined to agree with Reagan, but‘will support him
ofteﬁ because the President is very popular in their

districts. Budget Committee chairman Jim Jones is one on

4

the “‘nervous list.

The_Sepate. Although the 53 Republicans in the Senate

pretty much assure Reagan a majority on major issues, there
are six to 15 Democrats who tend to be philosophically
aligned with the President in the same way as the
conservative House Democrats, says Friedersdorf. ' ‘The
potential is there on every vote for a Reagan viétory" in
the Senate, he says. But he gives most of the credit to
7~ward Baker, who he says has done an extraordinary jodb of
promoting Republican unity.

Although it would appear unnecessary, Reagan is working
hard to cultivate conservative Senate Democrats. On
Wednesday he met with a group of about 15 moderate to
conservative Democrats such as John Stennis and Russell
Long to talk about crime. Crime, of éourse; is not a
partisan issue, and Democrats don’t have to be persuaded to
oppose crime. But the senators requested the meeting and
‘Reagan was eager to oblige theh. Spokesman Larry Speakes
says the President took advantage of the time to bring up
oiher subjects and to play the friendly role of concerned

listener.

The_coalition. Speakes suggests that the bipartisan

(MORE)
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qgalbtighiﬁeagan is building in Congress will be stronger
...an Nixon’s ‘southern coalition and gt least equal LBJ’s
coalition, which gave him the Greét Socigty. Friedersdorf
is mdre precise. ' 'The Nixon coalition was strong, but not
nearly as strong as this one (Reagan’s), because Nixon
didn”t have nearly the Republican unity that the President
has. And Johnson’s majority wasn’t really a coalition. He
had such strong Democratic majorities in the House and
Senate that it really was party control.””

Friederdorf insists there has been no agreement by the
White House to lay off conservative Democrats in 1982, but
he says: ~“Politics and tke “82 campaign are the farthest
thing from his [Reagan’s] mind. But I can”t imagine him
p=egaking his pick trying to defeat somebody who has
supported 129 percent of his programs...The President has
said repeatedly that headoesn't look at this Congress as
Republicans and Democrats.””

Speakes says there is.a possibility of another Gramm-Latta-—-
type bipartisan vehicle for the tax bill. The White House
has been working closely with Represéntative Kent Hance, a
conservative Democrat from Texas who supports Reagan’s
three-year, 38 percent tax cut. The boll weevils were to
caucus this week and may come ﬁp with a bipartisan
alternative that Reagan could embrace. ‘It may turn out to

be Hance-Latta this time,’’ says Speakes, on background.

The President. To preserve the new coalition, Reagan is

2ping up heavy personal contacts with lawmakers, meeting

(MORE)
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%;gp ét‘Téast a half dozen éuys from the Hil} virtually
every day. But there is nothing much the White House can
do, says Friedersdorf, to speed up consideration of the tax
bill'or other measures while Reagan enjoys widespread
support in Congress. No new initiatives are being sent to
the Hili. All attention is now focused on the budget and
tax cut.

As we have said so many times before, Reagan enjoys the
role of salesman. He likes telling jokes and rubbing elbows
with lawmakers. He would much rather be playing President
with people than making detailed executive decisions.

““He’s willing to keep up the personal contact,’”’ says
Friedersdorf. ‘‘He encourages a lot of congressional
p~tact and is willing to give a lot of his schedule every
day to Congress oan a regular basis...The President doesn’t
carry on a monologue in these meetings. He’s a very good
listecer. They talk about a lot of other programs and
problems than the budget and taxes. They talk about
everything from the little projects tﬁe senators or
congressmen are interested in to preéerving Western
civilization...Every memeber has his own personal agenda he
would like to discuss with the President in an intimate

:setting, and they really appreéiate the‘opportunity to talk
with the President one on one....There’s no secret to it.
Eé (Reagan) is just a good conversationalist and there is a
fE?Uine sincerity that comes through. It“s not a put-

...30me of these liberals who think he has horns find out

(MORE)
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he’s & very sincere guy.”’

Friedersdorf said a liberal House_Democraf who has served
under five Presidents tbld Reagan that he never before had
had ﬁhe opportunity to talk to a Chief Executive in a small
group about the things that really concerned him. Past
Presideﬁts have insisted or doing most of the - talking.
Reagan is happy to listen and tell a few funny stories.

The_lobbyist. Friedersdorf earns high marks for his
unrelenting attention to detail and his sincere, low-key
approach to dealing with lawmakers.

While I was in his office, he took two phone calls, one
from Jesse Helms and one from Harry Byrd. Friedersdorf had
irvited a group of senmators and their wives to the Xennedy
p~ter last night, but Majority Leader Baker decided in the
afternoon to keep the Senate in session until about 14 p.m.
to finish up the defense appropriations bill. As a result,
the senators were calling to cancel on the Kennedy Center.
But Friedersdorf in both cases insisted that the senators’
wives come along anyway, ~ alone or with a friend.’’ He
offered to send cars to pick up the ines at the Capitol.
He wasn’t overly ingratiating, just helpful to the
senators. I imagine he wound up at the Kennedy Center last
‘night with a bunch of wives and no senators, but I’m sure
he didr“t consider it a wested evening.

| In his front office, Friedersdorf’s aides were making sure
'Epat every congressman who voted for the budget cuts got an
tographed photo of Rawhide, preferrably with the

(MORE)
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congressman. And there was a small gift and note from Nancy
E.:gan that a Friedersdorf aide was to take io Baker ‘s
wife, Joy, wvho is in the hospital recovering from surgery
for a stomach ulcer. Friedersdorf noted that all of his
aides have worked in congressional offices and are
sensitive to lawmakers’ foibles.

Friedersdorf is equally sensitive to congressional egos.
“*Taking care of little details adds up to big things in
the long run,’” he says. ~“If you make an honest effort to
help a senator or congressman promptly, thgn when you need
him, you’ve got an entree. If you isnore the little things

and don“t return phone calls promptly, when you need them,

you’ll find the door closed.’”’

(END)
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Perhaps there is a Current in the controversy surrounding
Michael Reagan’s use of his father”s name in a move to win
defense contracts for a Burbank, Calif., firm he has been
hired to represent. A

White House spokesman Larry Speakes said Michael
telephoned the President Wednesday, after Michael had been
*“hounded "’ by reporters over letters he had written to
;gyeral military bvases soliciting business for Dana Ingalls
t.ofile, Inc. The President, according to Speakes, did not
in any way caution Michael against continuing his business
rélationship with the firm, which manufactures small parts
for defense equipment. Michael is listed as vice president
for marketing and sales. |

"*I don’t think the President hasvany problems with the
way Michael is doing bdbusiness...l know that the President
feels Michael is a privafe citizen and that Michael ought
.to have the opportunity to do business with the government
as a private citizen...He [the President] certainly
sénctions the necessity for Michael to do business with the
government as a private citizen.””
~N Speakes adds, “‘These contracts are up for competitive
bids and they would be awarded on the basis of competitive

(MORE)
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bids and it would be rather difficult to trade on the

_'ily name if contracts are awarded_by compepitive
bids...Il do not think the competitive bidding process is
beiné circumvented...It is my belief that Michael was not
trying to trade on the President’s name.’’

Speakes claims not to know how long Michael has been
associated with the firm. SJF called the company and was
told that Michael has been representing Dana Ingalls since
January 1. He is not a full-time employee, and apparently
is just paid a fee for the use of his name.

This is a pretty trarnsparent case of the firm, and
Michael, trying to cash in on the Reagan connection. I
suspect we’‘re going to hear a lot more about it.

Social_security cuts. The White House concedes that mail

g”i telephone calls are running heavily against the
President s proposed social security cuts. During the first
48 hours after the cuts vere announced, the White House
switchboard received €21 calls opposing the cuts, and 23
supporting the cuts. It received 111>1etters against the
cuts and 54 letters supporting the cﬁts.

COLA. There is a "“slim’’ possibility that Reagan will
decide to propose a three-month in pause in social security
cost-of-living raises this year instead of next, says
Speakes. “‘That’s an idea that is bouncing around

OMB...This remains in the idee stage. It has not been

presented to the President.’”’

N

(MORE)
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denying today’s New York Times story saying he’s ready to
‘ promise on the tax cut. "I believe the téx program we

have presented is the right one for the count;y. I haven’t

changed my position on that one bit,’” said Reagan. Added

Speakes, on the subject of a compromise, '‘We’re willing to

listen.’”’

(END)
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From: sjf

Bopatati, deruty special assistant to the president for_

public liason_and the White House’s_lator man.

_ Roy Williams, soon—-to—-be president of the Teamsters, is
expected to be indicted sometime next week on charges of
trying to buy a Senate vote agaiﬁst trucking deregulation.
Both Williams and Allen Dorfman, the Teamsters’ Chicago
insurance whiz with alleged mob ties, will be named in the
indictment issued in Chicago. Former Senator Howard Cannon
41 be an unnamed, unindicted co-conspirator whose
idéntity will be apparent from reading the indictment.
Williams apparently was not Fitzsimmons” own choice as a
successor. Bonatati was told by a high-ranking Teamster
official that Fitzsimmons had expressed a preference for
Joe Morgan, a Teamster vice presiden£ from the South with a
reasonably clean reputation. |
There’s reason to suspect that Frank Fitzsimmons was dead
& long time before his death vas ancounced. Several clues:
‘(1) The death was announced on the very day that the
general board was meeting to select a successor, (2) he was
buried the very next morning and (3) Bonatati, who was the
‘{}rst to confirm Fitzsimmon’s death at about 4 p.m. last
.ursday, was told by hospital officials that the family

.

had just consented to ‘‘announce’’ it. The implication is

(MORE)
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Bhgt,thevﬂews of Fitzsimmons death was withheld while a

acal over his successor was cut.
Needless to say, there is concern at the ¥hite House over
how to handle President Reagan’s relationship with the

Teamsters after the Williams indictment comes down.

Tax _Compromise., Any compromise between the Democrats and
Reagan on a tax plan will have to include ‘‘some mention of
a tax cut in the third year.’” This means the President is
willing to accept something less than a firm three-year tax
cut, but ne still wants-a bill in which a third-year cut is

raised as a possibllity——perhaps tied to the inflation rate

or the budget deficit.

FP+rkland kas been singing that old familiar song-—the
administration never consults the AFL-CI0. This complaint
angers Bonatati, who was unable to reach Kirkland for more

than a month while the AFL-CIO President was off traveling

in the Middle East and elsewhere.

PAGE:
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RE: Tax compromise

The White House this afternoon sent the clearest signal
yet that Reagan is prepared to compromise or a tax cut.

*‘We’re committed, first of all, to a multi-yvear tax

for three years,’” said spokesman Larry Speakes. "I once
said [compromise] was a dirty word. 3ut it’s not a dirty
word”” now.
ﬁ\Té understand Speakes’ subtle message during today’s
v.i1efing requires readirg between the lines somewhat. He
didn‘t want to be quoted saying Feagan was ready to
compromise. But he wanted to make clear that the President
is more amenable to compromise than he has been in the
prast. When a reporter asked Speakes Qhether it wasn’t fair
to conclude that the White House has.shifted'its staunch
opposition to compromise on the tax bill, he responded: ‘I
would let you read that into it, yes. "

Speakes also said: “‘He [Reazan] is still in a position of
being willing to listen...The basic thing is a tax bill
that will do the job for the ecoromy...We still think the

three-year, 12-19-172 is the preferred way to zo...Now is

«

; the time to compromise, although we’re willing to

listen.””

(MORE)
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. Speakes shed no light on the reasons for the Presidént's
change of heért. A heed count in Congress may ueve been the
most decisive factor. (¥e will bve talking with David Gergen
later this afternoon énd should zet a clearer explanation

of what’s behind Reagan’s willingness to compromise.)

Foreign_leaders, Reagan met for 25 minutes this morning
with the South African foreign minister-and for 12 minutes

with the REomanian foreign minister. But few details of the

meetings were released.

(END)
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Staff Director:
__Trere has been some, talk of a tax compromise that would

include a ““trigger’’ mechanism in the second or third

Y 2

year. Gergen volunteers that '‘even some supply-siders”’
have been saying that a two-year tax cut would be okay.

But President Reagan himself has given no signals about
the type of compromise hé would accept. He’s only irdicated
a willingness to look at alternatives.
”“agigl_§gguiiLx-nggkggg;_-The timirg of the Sociel
Sécurity announcement was not what the President wanted.
ﬁeagan.had hoped to delay the issue until after eractment
.of the economic program. But he was forced to act sooner
becéuse Representative J.J. Pickle was threatening to
proceed with hearings on other proposals and because the
cost—of-living issue had been raised on the Hill.

f1though the Social Security plan may ‘‘nick’’ the
president’s popularity, white House aides are hoping it
will also give encouragement to the financial community.
Gergen says the financial markets have not responded to
Reagan’s program because the éresident has not yet
;gsiously attacked the entitlement programs;

ﬁggg_gpggglgg_ggzgg_More spending cuts are under

consideration for the current fiscal year, but they have

ruled out deferring the upcoming Social Security cost—of-

Imnno \

325/15,18: %6



STORY: WHU2 , | PAG

=1

living adjustment. Also considered and ruled out:

Additional cuts in food stamps.

Watt, Edwards, Simon. Gergen confirmed our whisper of
last week about Watt. He says Watt does not think his
tenure in ¥ashington will be long, but he’s willing to take
that fisk ir order to accomplish his goals. "“He

understands that his political 1ife may be shorter than

4

others,“’ says Gergen. Yet there is no suggestion that ¥att

is unpopular. On the cohtrary, he”s got a lot of friends at
the White House.

Edwards’ stock also has risen slightly at the White
douse. But Edwards has told the White Fouse he’s been asked
" run for govefnor_of South Carolina, and state party
officials “‘want an early commitment.””

_Former Treasury Secregary William Simon, who’s been passed
over for several top posts in the administration, is now
being offered an honorary commission -post. It comes as no
surprise that he’s less than enthusiastic about it.

Whisper. President Reagan just read a stack of magazines

ard announced during this week’s Catinet meeting that he

'Congressional source saying Cabinet government is doomed. ~

(END)



STORY :WHU1 QUEUE :SJF-SJF MSG
MA:60 FMT: - HJ ¢ INI: OPR:SJF

7N

To: mls 1t jf bfp dxh jwm go dr jg dcb lh rak pa pgh jbg
1w mfd

From: sjf

White House hacks off Social Security plan.

o Ehe Reagan administration is already backing away from
the controversial cuts in Social Security benefits that the
President proposed last week.

Deputy Press Secretary Larry Speakes Tuesday
characterized the program as a mere collection of ‘‘ideas’’
that will help‘stimulate debate in the Congress. He said
the program was put forth in response to questions from
“iresentative J.J. Pickle (D-Tex.), and he indicated the
administration will not object to changes in the plan.
~Just last week, admiﬂistration officials insisted their
proposal was essential to the financial future of the
Social Security system. The quick turnaround suggests that
Reagan is not prepared to take the political risk necessary
to pursue this highly unpopular proposal. ¥hite House mail
and telephone calls have .been running heavily against the

Social Security proposal.

Saudi_Prince. Speakes confirms reports that President

. 23
Reagan met secretly on Saturday with Prince Turki al Faigxf
of Saudi Arabia. The 32-42 minute meeting was held in the
pwal Office. Subject: Undisclosed.

U.S.-Japanese_relations. Speakes insists there is no

problem with U.S.-Japanese relations, despite recent events

in Tokyo—-including the latest disclosure that the U.S. has

B s mm m N
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been docking nuclear—-equipped vessels in Japanese ports.

(END)
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The following items come from_a_backround interview with_
Lyn Nofziger, White House political director.
Coopération between Republicans and conservative Democrats

8

in the House ‘‘could well be the forerunner of a working

majority or an actual majority after 1982.°°

If the Republicans win‘a dozen new House seats in 1982,
Nofziger bredicts, another 14 re-elected Democrats will
switch to the Republican party.

As for Tip 0’Neill. *‘He’s finding it difficult/é&/4eaﬁ{

7~ere no man follows.”’

% NCPAC’s tactics against Senator Paul Sarbanes will not
backfire. Nofziger notes that polls show early attacks on a
candidate are always more sﬁccessful than attacks close to
the election, when a backlash is possible.

¥ Reagan can take some credit if Republican Audrey Scott
wvins in Maryland. But if she loses, ip‘will not be a defeat
for Reagan because it’s a heavily Democratic district.
Nofziger adds this gem of political wisdom: *‘What happens
'in 1981 doesn’t signify a damn thing for 1982.°°

* Nofziger was not consulted about the Social Security
package before it was unveiled. As a result, he complains
ép?ut about ‘‘not being a part of the decision making
Vr_bcess."vRumor says Nofziger thinks the proposal was ill-
timed, but he refuses to criticize it. ““The central thi

is that you get something out so dialogue and debate can

P ramwe =\
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vegin.’’ He adds. ‘‘I’m not worried about a dip of three or
four points (in the polls) if there is one.”” He says ' the
press has not looked ét this thing objectively,’” and has

emphasized only how people will get hurt.

(END)
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Murray Weidenbaum, Chairman of Council of Economic Advisers, at Sperling

breakfast. On the record.

Tax_program: Reagan’s tax proposal was the chief topic of discussion.
Indirectly; Weidenbaum confirmed earlier signals that the White House 1is
willing to compromise on the tax cuts. The White House will press hard for
its three-year, 12-12-1% individual rate cuts and accelerated depreciation
““to the extent that we have a real opportunity to get our package
““rough,”” said Weidenbaum. So far, the administration has seen no
alternatives that it likes better than its own program, but it”s always
willing to sit down and talk with lawmakers.

From a purely econohic viewpoint, a retroactive business tax cut and
muIt;year cuts in marginal tax rates for individuals are the essentials
that Congress must go along with, says Weidenbaum, though not in So many
words. The précise effective date of the individual tax cut and the
precise percentage of the trims, he indicates, fall into the realm of
political and legislative chips to be played on Capitol Hill.

One plus from delaying the effective date of the individual tax cuts by
three or six months to January 1, 1982: Smaller budget deficits in 1981
and. 1982. And Dole”’s 8-8-8 approach is close enough to the
administration’s 16-16-16 to have similar economic effects. The

;ministration'sﬁill wants speedy action, however. The longer it takes to
get the program in place, the longer it will take to achieve the economic
goals, says Weidenbaum. Most important is to reduce uncertainty about the

(MORE)
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1cgislative outcome, so that business investment will start to increase.

Economic outlook: The unexpectedly strong first quarter was ““a legacy of

the past, not a harbinger of the future.’’ The rapid growfh is

unsus tainable, said Weidenbaum. The "‘edbullient’’ numbers of the first
quarter‘are as " ‘ephemeral’” as the precipitous decline in GNP in the 2nd
quarter of 1980.

The CEA has not officially changed its forecast for the rest of the year
in 1ight of the strong showing, but is now reviewing its numbers in
preparation for the mid-year budget review in July. It is ““still very
likely”” that the secopd and third quarters will be ““much weaker”’ than
the first gquarter, which will be the best in 1981. Weidenbaum says 1t’s.
7~Ntoo early to tell”” if either the second or third quarters will show
negative growth. The administration has not published a quarter-by-quarter

outlook for this year, so it”s hard to tell exactly what the first quarter

"results do to their scénario.

Weldenbaum, in fact, insists that the first quarter results have not
altered any thinking about the economic program. If anything, the‘numbers
reinforce the‘beliefs of Reagan and his advisers that they“re doing the
right thing. *“Nothing has qhanged in the economy to change the
President ‘s views,’” said Weidenbaum. ““The first quarter results don’t
change his views or his long-term strategy.’” Weidenbaum explains that the
underlying economic trend is one of high inflation and high unemployment,
a trend that clearly signals the need for a nev, long—term policy which is
what Reagan has proposed. The risks of the status quo are greater than any

;5ks in proceéding with the administration’s plan, says Weidenbaum.

(MORE)
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Interest rates: People on Wall Street maybe are ‘‘slow learmers”’ about

the President’s proposals, said Weidenbaum. Their worries about the
program and the resulting rises in long-term interest rates are a setback
to the program, he acknowledged. It means that the positive effects will
take longer to be felt. Interest rates will eventually come down, but not
as quiékly as'he’d like. It will take a while fof the markets to realize
the seriousness of the administration’s intent to slow the growth of the
money supply and to stick to its program, he said. The market’s skepticism
1s-unders$éndable, he continued, because it’s been burned in the past by
Washington. Weidenbaum argued the case, once again, that Reagan’s defense

buildup-—-a major worry to financiers—-—-is much slower and smaller than LBJ’s

Vietnam buildup.

—. Federal Reserve: The meeting May 18 of Paul Volcker, Reagan and David

Stockman was at Volcker 's request. The administration supports the Fed’s

‘monetary growth targets and “‘implored”” the Fed to meet them.

Redgan. In preparation for the meeting with Volcker, Weidenbaum briefed

Reagan last week on the intricacies of monetary policy, complete with an

|\ 4

*elaborate”” set of flip charts.

Budget: Higher than expected interest rates mean that Reagan will not
meet his 1981 spending and deficit targets without additional budget cuts.
A program-by-program review is now underway to find those cuts, no amount

specified. Treasury Secretary Regan has talked of 5 billion dollars.

, §gcia1_§ecufitx_groposalsi In retrospect, the administration came in too

fast and without laying the proper groundwork on the Hill for its
(MORE)
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proposals. It moved so quickly because Rep. Jake Pickle (D-Texas),
chairman of the Ways and-Méans subcommitiee was moving so fast with his
own ideas, which the administration disagreed with. Pickle was asked to
slow down, but he made clear the Ways and Means Committee was prepared to
act on Social Security. ~“We came in as heavies,”’ said Weidenbaum. *‘We
see ouréelves as good guys, biting the proverbiai bullet.””

The administration chose to come down so hard on early retirement because
it believes the 65 retirement age is “‘a very strong national commi tment’’
that shouldﬁ’t be tampered with. The incentives to retire early are
excessive, said Weidenbaum. Borrowing from the Treasury or other Social

Security trust funds was rejected as a “‘quick fix.”’

(END)
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“E: Scopifs_visit and other White House notes

Th= Besgap Whlite House does not intend to accelerate 1ts
timetable for talks with the Soviets on reducing theater
nuclear forces in Western Europe-——despite German Chancellor
Helmut Schmidt’s publicly stated aim of persuading Reagan
10 advance the talks. National security adviser Richard
Allen, who stated the administration”s position in &
9ﬁg§ground~on1y briefing this afternoon, feigned ignorance
apout Schmidt’s desire to speed up the talks.

*“We've received no notification of amy type [from tiue
Schmidt government]...Se¢ far, all titat we‘ve seen were only

”»

newspaper reports,”’ ;aid Aller, But Schmidt, under attack
from leftists for his support of the U.S. plan to modernize
NATO nuclear forces in Burope, reportedliy sald on German
television before jeaving Boan that one of the chief goals
of his U.5. visit would be to gel Reagan to agree to
garlier talks with the Soviets. As things now stand, the
#hite House pas sald only that it would begin TNF-reduction
pegotiations with the S5oviets "Tarocund the end of the
year.”” Tuls vague timetable has generated concern in
Ffi\pe. wvhere there 1s skepticlism thét Beagan will stick o
!h; *“uwo-track”” plan of moderalzing nuszlear veapons while

sinultapeonusly faegotiating cush=cEs.

InrE)




Adwvancing the btimetable by a few months woulé provide
Zeagan the oppportunity to bopst Schmidi’s political
standing Iln Germany, but the white House aopears unwvilling
to budge. Said Allen, “‘The timetable that has been
established is the one the alliance will follow...The
pariier commitment agreed to by the [NATO] alliance in Rome
and Brussels will stand,..Careful preparation and imter-
alliance consultation will preceed the talis.””

The_agepda, The talks between Reazan and Schmidt will
sover the usual broad range of topics. Allen mentioned:
Mitterrands election! world economic conditionsi high 0.5,
interest ratesi East—¥est relations’ North-South relations
% the naw partnership Reagan wants amoneg the U,.5., Canada
and Mexicoj the upceming Ottawa summit of industrial
natlons; German defense spendipngi refinancing of Polish

debts to the west? U.S5. policies toward the Caribbeani and
internaticnal terrorism.

The lgaders. Schmidt and Heagan have met twice hefore, in
1978 in Germany and last November at Blair House.
Consequently, Feagan will not spend as much time as he has
during previous visits by heads of state showing what a
nice guy he is., “"The two men have established & verscnal
relationship, although net a close one, so they won’t have

tc svend s lat of time just getting to know each other,””

Allen said.
b

#ébid missiog. Whitve Heuse spokesman Larry 3peakes was

(MQRE
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very careful teoday met to upset the dellcéate state of
gffaire in the 4iddle East. {2 said simply, '‘¥2 velcome

any actions wrhich will defuse the situation...We certainly
welcome what is happening--or appears to b2 happenimg--at ihe

present time.”’ Speakes avolded saying that a resolution of

the Syrian=lsraell missile crisis is imminent.

Habib s mission is still ““open ended,’” according to

Speakes, and no decision has y=t been made about when the
ambassador will return to the United 3tates.

The White House stresses that there is no U.35. plan, per
52, to end the missile crisis. Speakes describes Habid’s
mission as ""a series of ldeas carried back and forth.”’
ANieppap's proposal. As might be expected, the White House
Las no apparent interest in--apd Spzakes bad no

comment oq-——
George Kennan’s suzgestion that the U.8. and Soviets halye

their nuclear arsenals.

flgtg apg Japsp. Haig has cancelled a scheduled trip to
Japan to meet with the new Japanese foreign minister. The
sbite House hlames schedulipg conflicts, saying the
political climate in Tokyo resultiaog from recent flaps was
ot a facter. dalg and the nev Japanese minister will meet
later in Manila.

Lefever, The President remains ““solid and firm”” denind
BiS nomination of Ernest Lefever as z2ssistant secretery of
=tates for human rights.
d_)g;;igpja Speakes used the same " “solid apd firm”” phrase

5o describe Reagan’s commiiment to a three~year, 38 percent

(MORT )
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_This material comes from a backround interview with David_

Gergen, White House staff director.
__The-administration probably miskhandled the Social
Security proposal, says Gerzen. ‘A lot of time went into
the substance of the program, but we did not spend a lot of
time strategizing. we biew % PR

Gergen says the administration d4id not intend to send a
signal earlier-this veek that the President is backing away
from the proposal. '‘That was not the impression we were

—

‘ing to create,”’ he says. " 'We had not intended to put

out that message.’” (This contradicts what Larry Speakes is

telling reporters on béckround.)

According to Gergen, the administration’s proposal was
negotiable from the very start. Among the changes the ¥White
House would accept in its proposal: A phase-in period for
denying benefits to people under 65, further changes in the
COLA schedule and an overall reduction in the cuts.

Gergen still contends the proposal was put forward
‘because Representative J.J. Pickle’s subcommitteee was
marking up another bill. But when he’s asked why White
House officials allowed Pickle to force their hand, he
»=plies: “‘I°ve wondered about that too.’’

Gergen also seeks to counter the general impression that
the administration is backing off because the plan is

unpopular. Although the White House has received plenty of

frsAamam
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negative reaction, ‘it wasn‘t a firestorm--mot as bad as
the Democrats are contending.’” He takes comfort in noting
that nevwsraper editorial writers have congradulated Reagan
for doing something to put the Social Security system on a
better financial footing.
Nevértheless. wWhite House officials fear thet the
political fallout over the Social Security plan could hurt
support for the tax program. What worries them 1s the
possibility that when Cbngress members go home for the
recess - they“ll hear a lot about Social Security and
interpret that as a lack of enthusiasm for the tax cut.”’
The white House is thinking about sending some of its
r.ple to retirémenp centers such as Florida and Arizona to
make speeches explaining the President'S position. But the

President himself willﬂnot get involved.

Tax_Compromise. Gergen says there’s a change a tax
compromise will be reached before the end of the week.
*“All the players are talking to each other,”” he says. Ee
describes the current talks as a "‘a dance--a minuet.’’

The administration’s strategy: First, cut a deal with the
Southern Democrats and, then, take it to Rostenkowski for
‘futher negotiations. Objective: A compromise with the
Cemocratic leadership. “"If Rostenkowski sees that a
compromise is possible with the Southern Democrats, he’1ll

yant to talk,”” says Gergen.

out that the administration is working closely on a

(MORE)
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possible tax compromise with Democratic Repreéentative Kent

Hance of Texas, even though his first opponent for election

was George Bush’s son.

J
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White House report.

_ Treasury Secretary Donald Regan met Thursday with
Representétive Dan Rostenkowski to discuss a possible tax
compromise. But Larry Speakes warns that any agreement is
at least ‘‘a number of days’’ away. |

The Regan—Rostenkowski meeting follows a meeting

Wednesday between administrations representatives Regan,

Jim Baker and Max Friedersdorf and three House Democrats—-—

conservative Democrats’ proposal for a 5-13-18 personal
income tax cut. |

Speakes says Murray Weidenbaum was not speaking for the
President yesterday when he told the Sperling breakfast
that a dramatically revamped tax package would not endanger
the overall economic program.

Speakes says tkere has been ‘‘considerable movement’’ by
the Democrats. He says they“ve moved from '“zero to pretty
close to 3 years and 12 percent across the board.”” He
adds: “‘We are hopeful there will be a bipartisan effort.
It seems to be moving in that direction.”’

No White House reaction to the Senate vote on Social
Security. Says Speakes, ' 'Dole himself said it did not
reflect on the president.””

§g§ﬁ;§§_31§13;_President Reagan and Chancellor Schmidt

| (MORE)

E""‘1\?1;enhc>lm. Montgomery and Hance. This meeting dealt with the

325/21,14:47



'STORY: WHU4 : PAGE:

r for one hour, 12 minutes in the Oval Office. They will
meet again Friday morning. Meanwhile, Schmidt is meeting
Thursday afternoon with Haig, Weinberger and Regan.
According to Richard Allen, who must be identified only
as a ""high administration official,”” Schmidt did not
specifically ask the President to hasten talks with the
Soviets. He says there will be "‘ample Opportuni;y for that

e’

to come up’’ in Schmidt’s meetings with Heig and

Yeinberger. ‘‘Negotiations do not fall into place
rapidly,”” Allen warned.

Other topics discussed in the Oval Office included the
new governmentvin France, Reagan’s economic program,
Brezhnev’s upcoming trip to West Germany, the Habibd

ssion, Schmidt’s recent visit to the Middle East and

Schmidt ‘s efforts to stop smoking.

On the table was a Germar beer stein full of jelly beans.

(END) -
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William French Smiih news conference.

Special_prosecutors. Smith announced-—as he had hinted in our
interview last week--that the Reagan administration will formally ask
Congress tomorrow to repeal provisions of the law requiring that a
special prosecutor be named in most cases when charges are lodged
against high government officials. If Congress won’t repeal the
statute, at least it should be confined to charges against the
President, Vice President and Attorney General, Smith said. Also, he
< d the courts should be taken out of administering the process and
the Attorney General should be in charge (except, of course, in cases
in which he is the target of the charges).

Because we covered this subject in this week’s story, 1711 spare you

further details here...

Ed_Meese and American Civil Liberties Union, Smith said he disagreed
with Meese’s statement that the ACLU is a “‘lobby for criminals.’”

Smith takes issue with many of ACLU"s positions (he didn’t specify
any), but he won’t join Meese in condemning the group, saying instead
that it°s perfectly all right to have interest groups expressing
divergent views. Smith seemed to be pained by having to disagree with
Mgsse publicly (he didn’t volunteer his views, but talked only after

r. .eated questions about it...)

(MORE)
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P~_Lee Williams_invesiigation. Smith wouldn’t discuss the case, bdbut
he indicated that should Williams be indicted, he should not be
serving as interim Teamsters president. Smith made this point by
saying that if he belonged to a group whose leader was under
indictment, he would vote against the leader. No names were

mentioned, and Smith wouldn’t say whether an indictment is likely.

Civil rights. Smith will explain the administration’s position on
various civil-rights issues, possibly as early as a speech scheduled
for tomorrow (I”11 check on it). Today, he wouldn’t commit himself on
affirmative action except to say that the Justice Department must pay

attention to ““realities’’ in reviewing each case.

7 eign_Corrupt Practices Act, Smith, not surprisingly, supports
administration efforts to scale it down. One ground: The U.S. is the
only nation with such a law. Smith heatedly denied a suggestion that
by making his statement, an Attorney General was - ‘condoning
brivery.”” He said, ~"We must look at the realities of the

r ' 4

situation. Does that mean that businesses must sometimes bdbribe

foreign officials? “‘Very often you have to make all kinds of

payments...commissions and so forth,’’ said Smith.

Drugs. It seems likely that the FBI will take over the Drug
Enforcement Administration. Smith didn“t come right out and say it,
but he said that he is ““taking a very serious look at how they might

be combined.’’ He added that there is “‘substantial room for

T s

i _rovement in federal antidrug efforts.

(MORE)
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In _brief--
<{*> Smith wouldn’t discuss pending changes in the guidelines on

intelligence operations.

{*> Reports that the Reagan administration is ““clearing’’ semsitive
civil=-rights decisions with local GOP leaders as a result of a
complaint by Mo. Gov. Bond about the St. Louls school case are ““just

4

plain wrong.’
<{*> Smith’s immigration task force is still at work; it hasn”t decided
yet several basic questions, such as whether there should be

sanctions against employers for hiring illegal aliens. Smith added

that OMB probably would oppose such a policy on the ground that a lot

of government money would have to be spent enforcing it.

. 4

There has been a " “press overreaction

to Smith“s changes in
Freedom of Information Act procedure. Smith claims that his decision
won’t restrict most government data available to the media and that
editorials suggesting that the administration is closing federal

files to the public are overbdlown.

(END)
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RPM

RE: Schmidt visit

President Reagan and Chancellor Schmidt ended their
talks today, with Reagan telling reporters on the South
Lawn, ''We have full agreement on the matters that confront
us.'!

He}e are the most salient points made in a joint

communique issued after Schmidt's departure. (I will bring

in the full communique later.):

''"'The President and the Federal Chancellor welcomed and

-reaffirmed the results of the recent NATO ministerial

meetings in Rome and Brussels as renewed proof of the
political strength of the alliance and continuity of
alliance policy. Théy stressed the determination of
alliance members to take the necessary steps to work with
their NATO partners to strengthen the Western defense
posture and to address adverse trends due to the Soviet
military buildup. Together with deterrence and defense,
arms control and disarmament are integral parts of alliance
security policy...

''The Federal Chancellor welcomed the U.S. decision to

begin negotiations with the Soviet Union on the limitation
of theater nuclear weapons within the SALT framework by the
end of this year. He also welcomed the fact that the U.S.

secretary of state has initiated preparatory discussions on
-

==
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theater nuclear forces with the Soviet Union, looking
toward an agreement to begin formal negotiations. The
President and the Federal Chancellor agreed that TNF
modernization is essential for alliance security and as a
basis for parallel negotiations 1eading to concrete results
on limitations of theater nuclear forces...

'*"The President and the Chancéllor favor agreement on a
preciﬁe mandate for a conference on disarmament in Europe,
providing for the application of militarily significant,
binding and verifiable confidence-building measures
covering all of the continent of Europe from the Atlantic
to the Urals.

''Poland must be allowed to solve its problems
peacefully and without external interference... Any
external interventién would have the gravest consequences
for international rélations...

"'"Theyl[Reagan and Schmidt] demanded the withdrawal of THE
Soviet troops from Afghanistan and respect for that
country's right to return to independence and
nonalignment...

''"Both sides reaffirmed that the defermination to

FURTHER
strengthenifﬁg*sﬁgﬁ system of world trade and to oppose
pressure for protectionist measures...

''The President and the Féderal Chancellor agreed on the
need in framing their economic policies to give high

priority to the fight against inflation and to the creation
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of improved conditions for renewed economic growth and

increased productivity.''

Note to SJF: When Reagan boarded the helicopter en route to

Andrews Air Force Base this afternoon, he was asked about
the Lefever nomination to be assistant secretary of state
for human rights. Reagan's brief reply was: ''I'm

committed."'’

(END FILE - CKM)



o 3

STORY :WHU QUIUE:SJFX-SJF 1S3
MA1E3  FMT: qJ: INL: OPR:SJF

To: mls 1t jf bfp dxb jwm gp dr jg dcbd 1k rsk pa »eh

From: sjf

secretary of the Cabinet.

_The White Eouse’s biggest error in the Social Security
fisaco was to unveil the plan without sufficient
consultations with leaders Ccngress, according to Fuller.

**Trhere were key people on the 311l who were surprised who
shouldn’t have been surprised,”” he says. (RAB says
Senator Dole was extiremely angry that he got only 12 hours
warning about the proposal).

““ller described for me the way the plan was developed.
Yrom his account, it appears that thke policy-makers simply
zot carried away with themselves and forzot to talk to the
political experts. (We know Nofziger was not consulted.)
Schweiker”s legislative department handleé the details on
this proposal, not rFriedersdorf.

A special task force headed by HHS Secretary Scﬁeweiker
was created in late April to develop the plen. Two reasons:
(1) Pickle’s subcommittee wzs about to begin markup of a
pill. “'We had to get the administration’s viewpoint to the

Ji11,°° and (2) three Republicans whko initially veted

against Reagan on the Senate 3Budeget Committee.wanted to see

tge\unidéntified-savings for 1983 ard 1234.
wchveiker then produced “‘his own bdlack book’” of
potential savings in the Social Security system, including

122 different optiors. (This reference to a " “black book””

35/
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suggests that Schweiker had -hopes of building a Stockman-
like reputation om Social Security.) Their analysis showed
tre Social Security system was facing a 111 billion dollar
geficit over the next five ysars.

The Schweiker group, including Stockman, Regan and Martin
Anderson, worked at a frantic pace to produce their coption
paper. In the final week, their meetings lasted several
hours_each'day. Their report was presented tc the Cabinet
Council of Euman Resoures on Mey 1l

The President attended the meeting and listened to the
iebate. No decision was made immediately. Reagan vwent off
to think about it. After several hours of deliberation, he
i\t §ides he'd deolisd o &u along with most of what
the group proposed. Two ideas he rejected: (1) Brinzing
federal employes into the system and (2) eliminating
survivors benefits for spouses whose ckildren are over 12
years o0ld. ~'Je was given alternatives,’’ Fuller explains.
““He was able to pick and choose.”’

What seems to emerge from this tale is that the ¥Yhite
douse peorle just assumed that a proposal developed by
Schweiker, a former Senator, and Stockman, a former
-cngressman, would not be repudiated by the Congress, Both
men should have known better.

§gg§g§_1g;_31;lA_The Iconomic Policy Council already Fras
‘;Qgtaloéued" all the options for a second tax bill. *‘Any
Cbgéromise on the first bill must include ar understanding

on the size of the second tax bill,’’ says Fuller.

(MORE)
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Cabinet Government. Fuller is surprised by the number of

working sessions held by Cabinet councils. The original
idea was that most issues would be hammered out ﬁy council
staffers, the council would meet to review the work and
then it would be presented to the President. Instead,
Cabinet members are doing the work themselves.

Fuller also says there’s a bottleneck in the decision—
naking prodgss on those national security issues that have
domestic consequences. The NSC seldom seeks the advice of

the domestic policy people, he says.

ot (END)
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Taz deazl. Spokesman Larry Speakes left the impression
today that & concrete tax deal between the White House and
the Hill 15 neot imminent.

e describded Treasury Secretary Fegan’s meeting today with
Robert Dole and Dan Rostenkowskl as a ~“good give-apd-take
session.”” But Speakes cautioned: ““The two chairmen have
e down with some ideas and we were listening, but they
are not formallized into proposals for the President...Right
no¥, nothing has gone to the President...] don’t think the
two thalrmen are in complete agreement.”” Speakes said the
White House 1= not trying to meet any specific deadline for
a uax compromise and is “‘most anxious that it be s
bipartisan package,””

Regan was to btrief Reagan and the cabinet on the tax
developments this afterncon at a8 cabinet meeting, but mo
decisions were te be mede during the session, Speakes said,
Staff members from the tax committees oa the Hill and
Treasury will be keeping in close touch. Ho:ztenkowskl was
t0 caucus tals afternoon with Ways and Means Committee
ﬂrsxnrats.

Some consideration is being given at the White House to
aliernate taxr-cut proposals, such as repealinz the marriase

(Mop®}
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penalty, savs Speakes, so the so-called *‘clean 1111°” that
Feapan has wanted may not vprevail.
wall Street doubts. Meanwhile, Reagan took a Swipe a Wall
Street today for its apparent skepticism toward als
egonomic packege. The President told a group of state and
local ofPflclals that Wall Street economists are not a good
source of advice because they look at th2 ecenomy through a
lens that allows them only to see one small facet at a
time, Taern Peagan vwent into & meeting with that
quintessentlal Wall Street adviser, Lonald Regan, Saia
Speakes, “'we've felt all alonz that wall Street is looking
at [only] the day-to-day picturs as far as the economy is
cerned.’” d
More cuts. Also on the agenda for today’s cablipet meeting
is lavid 3tockman’s plan for more budset cuts to keep the
‘81 deficit down to 55 billion.
Bumap rights. Reagan and Veep Bush met for 3@ minutes this
moraing with Avital Shcharanskii (White House”s spelling).
wife of the Sovietr Jewish dissident, and Josif Mendelevich,
@ Russian Jew vhe was imprisoned by the Soviets for 11
years. The President, according to Speakes, ‘"expressed his
deep sympathy for the persecuted Jewish and other religious
communities in the Soviet Union”” and pledged *“to do all
1n bBis power®” fo alleviate their plight.
ra\The interesting thing is that the Oval Office meetlor was
‘._; announced untll after it was already over. The usual
‘paol of Writeérs aga photographers was nol allowed inta the

(MORYE)
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session. Speakes said only that the privacy was " “the
President’s desire”” and suggested that Mrs. Shcharanskii
alsc wanted the meeting to be private, even though she wvas
to hold a press conference this afternoon to discuss her
meeting with Reagan. My guess is that the White House did
not want %o appear to‘he placing too much emphasis on human
rights--a policy for which the Reagan administration has

reneatedly eoriticized the Carter team.

(END)
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RE: Habib's Return

After meeting with President Reagan for 55 minutes»this
morning, Special Envoy Philip Habib made the following
remarks, in part, to reporters on the South Lawn:

"' want to make clear that, at the President's
instruction, my mission is continuing, and I will be
returning to the area sometime next week...The exact date
has not been settled....

'"'"It's also clear to me, as I went from capital to

. capital, that the leaders were prepared to listen to us and
were prepared to have us play the role of peacemaker. And
that's what I consider to be the role that we were asked to
play... |

''I think it's fair to say that the capacity to move
from what was a very threatening position to a situation in
which a peaceful resolution of the immediate issue is
achievable -- that capacity remains...From the beginning,
we've always said that the United States does not have a
specific plan...

'*Now, we obviously haven't gotten to that final point
yet. But there are elements at worke«..There are elements at
work in the area which make it valuable for us to continue

"\to play the role of peacemaker, which we have tried to

play, and which I will continue to try to play.''
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Asked about the role of the Soviets, Habib replied, ''I
wouldn't say that they've been particularly helpful...The
Saudis are being helpful and constructive...''

(END FILE - jnm)





