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From: DM

Deputy Secretary of State William Clark, on the record at the
Sperling breakfast, indicated that the President has been
embarrassed by Begin’s actions and is prepared to take tough
action against him.

He made a point of distinguishing between Begin and Israel, and
said that the sentiment is shared not only in Congress but by
Israel’s supporters in the U.S.

A1]1 in response to gquestions——the following is virtually

verbatim, but check with DM on exact guotes used:

The administration is watching the situation in Lebanon on an
hour by hour basis, and has been disappointed and embarrassed by
Prime Minister Begin’s actions.

The fact that Begin moved so quickly after the mission to the
Mideast by Counselor Robert MacFarlare, has_placed the
administration in a quandry. President Reagan is flexible in his
thinking, and can change his positions on any issue accordine to

the circumstances.

#hile the President is aware of the U.S. govermment’s
ommitment to Israel, a policy of 32 years of age, it is hoved

that if i1t is decided that Begin 4id the wrong thing. that it

will not penalize his natiorn.
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STORY: CLARK

On reactions from Congress: The expressions of Senator Percv
and others have been identical to those of the President, We.are
aware that Congress 1s questioning Begin’s actions and words.

President Regan has to play judge_on this one, but he has felt
ro pressure from constituencles around the country. And the
indications are that the Jewish commmunity feels the same wav
that the President does. From what we see and hear, they share
the administration’s quandry and frustration with Regin.

More F-16 deliveries are scheduled for August, September and
October but no decisions have been made on shipping them. The
Eabib mission continues and has not yet reached the point of
being counter-productive. We are seeking a ceasefire, though we

~_ote that FRegin has refused to consider the term.

We are doing our utmost to keep our historical commitment to
Israel, but we also have regional concerns. Eabib has made it
clear to Begin, that we have other commitments beyond Israel--
Begin has been reminded that Israel simply is not our only
friend in the region.

Some members of the administration feel stronger than others
about how to respond to Begin. Put striking when and the way he
did, so soon after the McFarlane visit, is making it verv
difficult for us to help Israel. Our commitment is not 10 Rezin
but to the nation.

I know the President well enough, that he is going to remain

flexible in new changing circumstances, on the Begin question in

articular.

From what I know of him personally, while he recognizes the

(MORE)
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P

cuimitments of prior administrations to Israel, the President is
going to keep an open mind on the questions pendine.

In response to questions about Reagan’s campaizn positiaons: The
President”s basic instincts and commitments won’t change. but he
may feel that in action they do not p&rallel those of Mr. Beein.

The President realizes that his responsibilities are bdbroad,
regional. It is analagous to a lawyer who has not reached the
bench but has strong feelings. When he reaches the bench he
realizes that his responsibilities are to enforce the law--
whatever his feelings.

The President is not linking specific Israel actions and the
delay in the F-16s. The decision is part of an ongoinz review
fSQarting with the June 7 bombding(of the Iraqi reactor)--you don’t
ship gasoline to a fire.

Inside the Department there has been an active dialogue on how
to respond, that has reached the point of outright advoraery in
advice to the Secretary and the President. That is healthyv. that

is what we are paid for.

On other points:

The President’s agenda time on foreien =;f=1rs hag Agnhled in
the last 6 weeks. We are nsine the NSPG (Natinn 1 § urity
Planning Group) mechanism. The Secretary, the President and Vice
President and the Secretary of Defense and Allen meet regularlv.

n a need basis, other cabinet members ioin in, On Pnland far
example, Stockman and Regan participated.

(MORE)
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STORY: CLARK

From the beginning the President has stressed that getting onr
economic house in order is a pillar to a strong foreien pqlicv.

So in the sense that economic policy is on our minds. vou rannnt
say that we have no foreign policy. |

Poland was high on the agenda in Ottawa. It was the President’s
intention to take the initiative on the necessity of oreventine
the collapse of the Polish economy.

The Soviet Union is refusing to bolster that economy. Arraneine
economic aid for Poland is high on the President’s list.

A communique will be released today in Ottawa and here on
Namibia, which will show that the contact group is still
together. It will call for flexibility in the electoral vproecess.

~nd a ceasefire in the Nami™fan war.

Since I have been here I have not seen a rupture between
Secretary Halg and the President. I have two bosses President
Reagan and Al Haig, and if T did see a rupture T would have to
g0 back to the rAanch,

The two have been in total step the last 5ix months, but there
has been a communications problem. But the confidence the

President has in the Secretary has never waivered.

(ENT)
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FROM: HAY
SE: Background-only ivy with Wpnlte House Counsel Ered
fielding, and gther matlers

rieldiosg projectis an air of great conflidence that none of
the allegations against Willlanm Caseé is serious. Hut
Fielding rcoocedes that the white House is worried that
political pressures Reneratéd by a lengthy Senate
investigation and heavy medla exposure may make it
difficult for Casey to bold on to his post. And, like

hers in the White House, bhe seems jittery that new,
damagzing material may surface as a result of all the
Lniense scrutiay of Casey’s past.

Says Fielding, "‘I°ve gone through everything Ln the Casey
cass—-there’s just notuing there...If you’'re golng on a
tzatual -pasis attack os Bill Casey, 1°m not aware of any
tact that fusiifies his dismissal...If peonle [senators]
are going after Gasey, I don”"t think 1t°s bzcause of his
financlal dealings.””

' §ero's2 probe, Tielding repeated the White House view Lhat

ssay’s anemies withip the GIA mav ‘= at work onm Capitel

(=]

11 W ere career vep like Bobby Inman " Chave a
L]

stituency [of senaztors) all their own...They are like

g ovn lobby...0ur major concern is that this thisg he
in @@ﬁporttcn."
[MORE)
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"\It 1s unlikely, says Fislding, that Casey ever woula 2el
@xee a5 gulckly as 4314 Hygel--barring new charges that the
abpiie Hguse 1s mot mow &aware of. “"Tuls President uas shown
that he’s oot golmg to walk away from a tough fighti. The
[Baymond] DJoncvan rase is a Rood example...fou have a
certain loyalty to people who are willing to serve——wher
they make Lonest disclosures to you.””

fielding has been reviewing the internal, confidential
disclosure statements filed by Casey during the tramsition.
Khen Casey filed his disclosure siatement--it apprarently wvas
yers lengthy~--Fielding sat down with Bim in Fielding’s law
of flce ““and we talked throngh it for hours and reviewed

. r

evarthing. Fielding claims that he was aware of all of

allezations that have bdeen made agzainst Cesey, because
Casey reported them in his diclosure report. Little
attentlon was vaid, however, to the various chargas and
rulings against Casey prior to 1971, when he was confirmed
by the Senate as chalrman of the SEC. Filelding worked {n
the Nixon Wnite House and handled Casey’s defense during
the 1971 confirmation fight. “"We didn“t concentrate much
attention on the earlier things because we felt the Senate
[1n “71) had reviewed all that so extensively and so
sxnaustively.””

But Fieldlag admits to beinz surprised dy the reports of
the New Tork Judge”s ruling against Casey in the
;k&tltﬂhlts case (lo which be was accused of misleadine

U'a,éreholder:). Fielding labels the “ultiponics case " ‘your

(MORT )
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~Yoting Righis Act. larry Speakes acknowledges that there

13 mounting pressare for the a&minxatratxon to take a stand
~ip support of extension of the Voting Rights Act, although
the attorney general’s report on the issuﬂ is not due until

sometime this f&ll.

~ Bays Speakes, on background, “Thef;fS»a growing velief
“that it {not yet taking a pgsiticﬁ]'cost us the
. [congressional] election 1is Mississippi...?here.is a
momentum to go ahead with simple extension...There is
building pressure to &ct now...Reagan’s view historically
has been to favor spreading the act to cever,ail states,
-(} t the political view is ihat 1t°s not worth the
congressional fight.”’
Speakes believes the administration will move sooner than
this fall Qc support simple extensiocn of the act.
Possible Whisper. In the past fey days, one senior Reagan
| alde after anoxher has come to the view that the President
must take stronger action to rein in Begin. According to
Speakes, Meese was the_ariginal advocate of a tougher
stance against Begin. Now Weinberger, Haig and even Allen
_have joined the f‘habd liners, "’ says Speakes. That leaves
oniy the President as the last d&fﬂnder of Israel”s stepped—
‘up military activity. (Speakes predicts that *“cooler
fheaﬁig‘ iike Reagan”s will prﬂVa i1, and that the U.5. will
< the Pnd not take harsh action against Begin.)

(MORE)
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President Reagan’s favorite person at the summit was
Margaret Thatcher. '‘When Schmidt was being cantankerous,
she would usually come to his (Reagan’s) defense,”” says
Deruty Press Secretary Larry Speakes on backround.

Schmidt, who was most critical of U.S. economic poliéy,
was Reagan’s least favorite person at the table. Reagan
also felt very uncomfortable with Suzuki--apparently because
of the language barrier. Nor is the President very fond of
Trudeau, who ' ‘wants to be the darling of the third
world.”” But Mitterand was ““a pleasant surprise”’ to
”\agaﬁ. One aide (Lavid Gergen) says Reagan hit it off with
,&1tterand because *“they are much alike--both tough.””

Henry Nau of the National Security Council staff says (on
“‘deep backround’’) that U.S. officials did not expert
Mitterand to be so cooperative. ‘“In many respects,
Mitterand’s'pos;tion was a strong contriduting factor to
the success of the sﬁmmit," he seys. "‘We knew ahead of
time what his positions were. But there were guestions
atout his personality. There were questions edbout what he
vanted to gain from the summit.’” He says U.S. officials
were pleased to find “‘a large area of agreement’’ with
Mitterand on East-West policy. Also: ““Mitterand did not
/nge_oﬁ as strong about the U.S. economy as Schmidt.”’’

Reagan enjoyed the summit and his aides view it as a big

(MORE)
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success. | “FEe was real enthusiastic,’” says Speakes. ' He

’

As as bubbly as I’ve ever seen him.”’ He says Reagan

-

seemed to have "‘almost total recall”” of the conversaticn
when he talked to aides following each meeting.
. Fembers of the U.S. delegation were scmewhat critical of
the summit facilities, however. Chateau Montabello is a bdig
ugly lecg building built in the 1928s. Speakes descrived it
&s shbatby. Noting that you can usually measure the quality
of 'a hotel by the number of towels hanging in the bathroom,
he observed: "'This was a two-towel hotel.”’

Overell, administration officials think Reagan emerged
victorious from the summit. Ee deflected criticism of his
economic policies more successfully than expected. The
ccmmunique’s reference to ~“global negotiations’” is being
“rtrayed as a compromise, not a concession. By refusing to
,éabitalizing these words, U.S. officials felt they were

~committing themselves to a general concept--not the UN-

sronsored plan. Although the statment on East-West trade
was not as strong as Reagan sought, officials view the
scheduled CONCOM meeting as a step toward limiting East-
West trade to conform with U.S. foreign policy éoals.

Lavid Gergen takes credit for the corney tone of Reagan’s
final remarks at the summit--including tke line that “‘a rew
sun rose at Montabello.’’ Gergen said he fhought the speech

AR Y

needed “‘a little poetry.”’”
The summit also supplied the Reagan administratioﬂ a full
/;Qenda'of tasks ahead. The following is a list of things

(MORE)
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that President Reagan has pledged to tackle in the wake of
,L§¢ summit:

% In the Middle East, & ceasefire in Letanon and
continuation of the Camp David peace process. Haig
predicted that Fabid’s missicn would achieve ‘‘at least a

L4

temporary peace in Lebanon. Be indicated that the

Europeans have stepped back from their own peace-making
efforts, leaving it to the United States to carry the ball.
Eaig also confirmed that some of the countries at the ‘
sunnit were asked to participate in a peace-keeping force
in the Siani. Sadat comes to vist Reagan in early August;
Begin comes in early September. Despite the current crisis
ip U.S.-Israeli relations, officials rule out any action
beyond the suspension of F16 shipment;. The administration
" so is committed to begin pushing socon for congressional
,é;froval of the AWACs sale to Saudi Arabdbia.
¥ On Fasti-West_ trade, a meeting of the Coordination
Committee of the Gomsultative Group of NATO (COQOCOM). This
grour will meet in the fall--late September or Cctober--to
revise the currgnt list of prohibited items of trade with
the Soviet Union. Nau says it will be the first high-level
CCNCOM meeting in 2@ or 25 years. Attending will be
cfficials from the "“‘subministerial”’ level who car make
policy decisions. What the United States wants to get from
this meetings is a ban on exporting Western manageriai know-
hew with the Soviet Union, according to Nau. "‘We got into
2 lot of big projects in the 1970s,”’ says Nau. ‘‘The
 (MORE)
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Soviets have had a lot of contract with middle-management
rersonnel from the West. We want to iook atAthése exctanges
that icvolve a long of cooperation on know-how and
organization.”” Fe adds: ‘‘It also may be that we’re
controlling things that we don’t need to control.””

‘The U.S. also has pledged to help West Germany find some
alternative to deperdence upon a proposed naturel gas
pipeline. “‘The idea was to get some senior officials
tcgether quickly,”’ says Nau.

* On West-West_trade, development under GATT of an agreed-

- ——— — - — ———

’

uron "‘catalogue’’ of impediments to free trede. This would
involve the first full mihisterial meeting under GATT since
the beginning of the Tokyo round. The meeting is expected
tc be beld in the fall of 1982. The subject slso will corme
7 at an CECD meeting in Jume, 1982, because that
,quanizétion is now preparing a study on trade issues. Nau
says the GATT meeting will have two objectives: (1) To
prerare an agenda of trade issues for the 188@s--"what
issues to attack next’” and (2) to evaluate '‘“where we
stand“’ on the current multilateral trade agreement that
was completed in 1979. He views this meeting as the start
of & whole new round. " “We are no‘{ where we were in 1571-72
before we defined the Tokyo round,”” he says. Just as Fast-
West trade has changed, so has West-West trade. Nau says
the new subjects include trade in services and investment
reqﬁirements now imposed by some countries or importers.

* Arms control. Under pressure from the Buropeans, Haig

(MORE)

4



STORY: WHU1 _ | . PAGE:
kas promised to meet with Gromyko in the fall to arrange
Ahe start of negotiaticns (sometime ﬁid-kovembér and mid-
Lecerber) on a reduction of theater nuclear forces. The
Euroreans clearly expect this to lead to wider arms control
negotiations. Reagan’s stated goal is to obtain a true,
““verifiatle”” reduction in arrms.
by U.S. government policy. This includes further
development of a Carribean basin plan in conjunction with
Me;ico.-Canada and Venezuela. The Carribean basin plan is
exrected to include tax incentives to investors, guarantees
&dgainst expropriation and trade concessions to give poor
states more access to North American markets. Nau says the
upcoring meeting in Cancun, Mexico, iq October will force
/e adrinistration to develop rore detailed rlans for
,éafrying out this idea. No specifics have yet been worked
~out. On global negotiations, Nau says the'communique‘does
not commit the United States to anything more than going to
Cancun. But he adds that the U.S. would be willing to get
involved in some_formalized, long-term North-South dialogue
that ~‘escapes the institutional impediments”” of the UN
pregram. Flus, the U.S. has a commitment to do whatever
recssible to convince OPEC countries that they have a
responsibililty to invest in the underdeveloped countries

that are suffering so much es.a result of high oil prices.

other countries to keep them abreast of any changes in U.S.

(MORE)
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economic policy that might effect them. Nau says there is
A0 specific meeting or structure plahned to acéomplish this
vask. He says it simply harks *“a change of direction’” inm
meetings of finance ministers. He says everyone expressed a
desire ““to consult without creating a new grdup of seven--a

a4

desire nct to bureaucratize it. He says each country will
simply nctify the others whenever it is planning a dramatic
shift in economic policy. In retrospect, he suggests that
the Reagan could have avoided much of this week’s criticism
if he had done more consulting with U.S. allies earlier

this year while he was preparing his econcmic program.

e —— — e S ——— Y —— —

budget and tax cut. According to Treasury Secretary Regan,
the Iuropeans were telling him that they“d like to swallow
~™1s medicine as fast as possible. For examrple, Regan
{feéalled that Thorn’s perting words to him were: ““Hurry it
ur, would you.”” If Reagan’s policies do not produce
results before the end of the yeer, the Europeans will bde
applying even greater pressure on him to alter his course.

* More personal dirlomacy. Reagan will meet again with

e e G g ke e e S

Mitterand on October 18 in Williamsburg, Va. This meeting
was arranged during the summit.

* On Poland, more economic aid--plus & decision to pressure
the Furcpean countries to increase their aid to Poland. The
U.S. already has won an agreement from its allies on the
actions they will take in the event of a Scviet invasion.
é}so,‘the U.S. is already deeply involved in efforts to

(MORE)
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reduce Poland s debt.

#* On terrorism,_the United States'has agreed along with
the others to cut off airplare flights to countries that
harbcr terrorists. The U.S. was surprised when France went

alcng with the decision to cut off all flights to Kabul.

Accerding to Nau, Mitterand expressed a desire te limit the
participation of aldes even further in the next summit.

Reagan’s aprarent success at this summit may give him more

ccnfidence at the next one.

T o e e (e e e S S o S T T . S T o G e S W W —
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U.S.-Israeli_relations and_other matlers.

Fecent events in the Middle East have put a>severe strain
on U.S.-Israeli relations and presented President Reagan
with his most difficult fbreign policy chellenge to date.

The Fresident feels "“frustrated”” by Regin’s acticns,
Deputy Press Secretary larry Speakes told us on backround.
As Reagan recently told his advisers, ‘‘That fellow sure
makes it awfully hard for us to help him.”’

Yet there’s no indication at the White house that Reagan
intends to alter U.S. policy toward Israel. White House
aldes strongly reject the notion that}this has created a

N
watershed

2

in U.S.-Isreelil relations. No other action is
lanned beyond the suspension of the F16s. Although

_Reagan's advisers are criticel of Begin, ;he Presidept
remains a staunch defender of the Israell prime minister.

when Ealg announced the suspension of the F16 shipments

cn Mcnday night, he carefully avoided any criticism of
Israel. Ee said the Shipments were being suspended because
of the ‘‘escalating cycle of violence’” in the Middle East.
Ee also declined to link it to Habib’s efforts to win a
ceasefire. "“This decision is not related in any way to the
discussions of ambassador Eabib,’’ he said. (Officials
later adritted that Haig sent a note to Begin 6n Monday
’“rnihg that threatened the suspension of shipments of Fi16s
urless he agreed to a ceasefire.)

(MORE)
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Nor would Eailg say under what circumstances the

—

spersion would be lifted. "'I don’t want to establish

T a4

ccnditions, he said. I think the situation has

escalated to such a degree that the President felt it would
have been highly inappropriate to send sdditional armaments
into the area while this level of violence continues until

’

the situaticn clarifies.”’

The decision was made during a Zz-minﬁte meeting in
Reagan’s suite at Chateau Montabello. Eaig announced that
itvwas unanimous among Reagan’s advisers. According to
Larry Speakes (on backround), Allen was the last to agree
to the suspension. Weinbérger had been the first to propose
the suspension. Helg soon agreed. Once Meese ceme around,

’E? beceme a ‘‘hard-lirer.’’ This convinced Allen.

On Wednesday, several administration officials took it
,ﬁpon themselves to send additional signals of displeasure
~to Israel. In addition to the statements by Clark and

Weinberger, the Washington Post’s quote about a

e’

““watershed in U.S.-Israeli came from Ed Meese. Although

LY

Speakes denied the '‘watershed’’ quote, he told reporters
that Weinberger was Speaking for the administration. But
the Fresident himself did not share their view. Returning
from horseback riding Wednesdey afternoon, he reminded
reporters that Israel also had been the victim of shelling.

Ey Thurdab morning, the White House had changed its tune.
wﬁite Eous# Chief of Staff James Baker told the Spirling

/eakfast tkday:-“There is no change in the fundamental

(MORE)
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reletionship between the United States and Isrzel. To the
tend that Clark and Weinberger weré making vélue
judgements on Begin they were speeking for themselves. To
the extend that they were speeking for moderation in the
viddle East, they were speaking for the adrinistration.’’
‘Baker insisted there has been "“no conscious decision to

’

ster out and criticize the Begin government.”” But he also
irdicated that Begin has not heard the lest of this matter
in private discussions. “‘Criticism of a foreign head of
st;te is more appropriately conducted through private
diplcmatic channels,”’’ said Baker.

ksked why the U.S. had.not halted other weapons shipments
to the Middle Fast, Baker noted: "~ “The F16s have a symbolic

irportance or value that the other equipment does not
7~ :

a4

dVe. Ee also acknowledged thet Begin would have gotten
,ﬁbe F1€s had he not bombed Beirut.
__There are three rossible reasons for this sudden change
in tome: (1) Reagan told his advisers to stop criticizing
Begin, (2) administration officials became satisfied that
they had made'their point or (3) reaction from the Jewish
community freightened them. Baker said the Whité Eouse has
keerd from some Jewish groups. ‘‘We’ve heard that there was
scme uneese about a deterioration of relations,”” he said.
Other items from RBaker:
* Abortion. The right-wingers are demanding a “‘signal””’

from Reagan that he’s still opposed to abertion after the

~~(Cornor nominaticn. Baker is ready to oblige. ‘‘How that

(MORE)
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signal will be sent as to legislation'is still under
view,”” he seys. "“The President has taken nb position
yet on the East bill, yef-he had said that the problem
wculd be sclved by a legislated definition of when life
begins.””’ |
the networks wculd be willing to carry a televised speech
in suprort of his tax cut. Three options are under review:
(1) A speech on taxes followed in about 1¢ days by a sbeech
on Social Security; (2) one speech on both, or (3) a speech
just'on Sccial Security. Only one network agreed to go
along with Reagan’s earlier request for television time to
speak out on budget reconciliation. The speech on Social

Security will core during the August recess.
~~ :

;ﬁeﬁocrats to vote with him on taxes in the House. Referring

~to the Ways and Means Committee, he says: “They’ve‘come so
far cver (to Reagan’s point of view), that people are
suggesting that we ought to take that package, declare
victery and go home.”” But he adds that Reagan will
certinue to insist on kis cwn bill. “‘If he’s going to be
denied that third year, the Lemocrats ought to be

responsible in the 1982 elections for denying it to him.””

(ENI)
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ey Regan hackgrounder

Secretary of the Treasury Donald Regan had the three news magazines in fcor &
aczaroupder this nmoon. Also there: Mark Leland, asst secy for international
affairs, and Ann McLaughlin, asst secy for public affairs.

Consultations between the summit governments on #coromic affairs, decided on
it ithe summit, will be fairly informal. Finance ministers will get tczether
sbouty four times a year in conjunction with other affairs——1.e. IMF annual
meetine nere in September, OECD minlsters meeting in Paris in the spring,

ncun this Detober. Olher :imes. it sometliang comes up——for instance, if some
counlry decides it bhas to g0 into the market to support its currency--~the
fi4ance ministers will simply get on the phoae.

What new came out of the summit?

fezan repeated the bit apout sverybody getting to know each other anmd to
understand 2ach other better. (On deep dackground”™: President said he was
deeply impressed by Spadelinl, as were others, and Reagan wished him well.

“0f course, vane of us know how long he’ll last.”)

IThatener was Reagan’s great favorite. She was sort of a mediator or
narmonigzer at times when the goinmg Bot & bit heavy. Dnce in dilscussion of
East-¥est irade wording for communigue, she interceded when the 0U.5. and
sthers (presumaovly Germany, but he just smiled at the sugrestion) ware goin)

it apd vorked out the resulting language to everybody s satisfaction. At

‘hgae point, Leland sald he heard Reeagan say Gurlng the informal give and taxe,
"1 Joye you, Hazgie" Btut nelther ue gor Yekan could ramember the cccasion,

(MuER)



Segan f=1t tpat at the finance ministers level, he clezred the alr Sundeéy
evening by flatly layinz out the administration’s policy and aims, after
havipeg received a bdarrage of coriticism. He said that helped because the
ministers heard it from bim for the first time. Similarly, Reagan 2ot greal
Impact by lavine out nis vievs and policies on the economy at the plenary
session Mop3ay sfternoon. Reagan spoke from note cards prepared with help aof
Regan and others {“We all contributed.” )., Regan went Llnto ecstasy describing
the Aeag2u performance at this point-—"impassioned” is too zradioss a word, hbe
sald, but Reagan had great force of delivery and seriousness, vhich made th=
athers say, My gosh, this man’s for reall”

fveryone was acting as though our policies were hurting them, sald Reran.
‘4t we don“t even have them in place yet, except for some der2gulation
asures, e said he told them what he told Ted Heath this morning (%), “Give
& & year apyway-—a year from Sepiember when our policies will be in place.

Al plepary sessions around a big round table, Reagan did the talking for Line
0.8, FHegan and Haig (and aldes for the others) svoke only to clarify
somethling or add some information. Negan and Haleg would talk to President,
reminding him of U.S. positlon etc. "Before each session, we’d mathér in hls
parlor, review what had gone un and anticipate what would come Up mext.
rartlicipants: Haig, Regan, Meese, Deaver and nthers depending on situation.

There were no light moments ai the business sesslons that Regan could
remember. e sald Reagan complained afterwards: I never got time to tell
stories,” except at dinner conversations, At one point in ti= middle of

a

ueated discussion on "East-West trade or something,” Reazan brought up some
Wed. proposal that bad not bteen mentioned to the others before haﬁd

Agpparently 2 no-no) and somebody objected. Peagan said, "Aw, shucks,
48110wWs, marbe 1 didn’t kKnow the rules hecause this is wmy First summit. I

(MORE)
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Togl2e. This was cited by Hegan as &n excample of how Reazan wor aver its

srovd. There evidently was 2 lot of curiosity about Reawan before nand. (on
r=oord: "Toney were lookinz to see it Honald Reagan was for real or just a
paste figure that didn’t have substanee. They found he was for real and a
117e flesi-and-blood person.’ )

Jurlpg the 2o rounds om U.S5. interest rates, the Germans asked why the U.5.
could t bripg down interest rates by pumping in money as had been done 1n the
rast. But Eezan sald be told them that to do that now, Wall Strest goes
bananas--rates would go through the celline. (Before Hegan arrived for the
vackgrounder, Leland said Buropeans showed more frustration than amythinz
els5e apout the inierest rate situation. Treasury people had the feeling a
good bit nf the criticism was for home consumption, in heing able tg say thel
they had pushed the U.S5. even if they got nmo action.) Goiug around the table
,H\taay morniag, =iy of the other seven participants criticlsed U.S. economiz
pgiicy, Regéen noted. Thatcher was the only non-criltic.

Lelanéd noted that at parties, all the others tended to crovd arouwnd Beagan.
during those sessions, sald Regan (another of his deep backgrounds), Beaparn
surpvrised him by how frequeptly he would brine up his past, suzh as, I
renenber osuce on the back lof at JarnerBrothers... Lelapd also saia Eeagan
ard Mlititerand 2ot along qulte well., They talked through interpreters althouah
“iiterand apparently can upderstand some English. Americans expsct Reagan's
weeting with Mitterand at Williamsburg {(or Yorktown) in October will Be auile
m=aly, for ope reason bEcause the (0.5, will Yy then know more abaut
Mitterand ‘s policies, (Leland was at Ottawa and apparently was reflecting
thipgs Hegar had told him as well as his own ohservations.)

N
Separaiely, Rezan sald the adninlstratien forees will introduce thée "Conable-

AMURE)
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ce I1" tax bill in the House tomorrow. This will be the White House ansuer
to the Ways and Means Committee bill, Regan sald it will not be simply & pick-

up of the Senate b1ll. He described Conable-Zance II as "B85% Reagan.

(END)
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_Ihe_following comes_from_an_intervie

Cabipet_director_at_the White_House.

__Fuller, who reflects Ed Meese’s thinking, suggests that
‘there will be a change in U.S.-Israeli policy unless Begin
agrees to a ceasefire.

““¥We’‘re still in a waiting period,’” he says. ~ I don’t
see how we can continue shipments of arms without some de-
escalaticn of the fighting. If it continues to escalate,
ve ‘re going to be hard-pressed to simply watch without some
shift in policy. You have to look a little differently at
“apcens systems in view of how they are using them.””

He notes that many Jewish leaders are having "‘an
increasingly difficult time”” supporting Begin’s actions.
**That’s how we all feel,’” he adds. “'I hope they realize
hcw much they are hurting the good will toward Israel.”’”’
that is being worked out in negotiations with conservative
Democrats today, will be drafted over night at the Treasury
Departrent and introduced tomorrow. Many special interests
have been satisfied--independent oil producers, small
business, farmers. Quoting another White Eouse official
(rresumably Meese), Fuller says: ""It’s not just a
Christmas tree-—it‘s more like an entire forest.’’ The
vuompromise was designed both to firm up the 18 conservative

(MORE)
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Democrats now committed to the bill and to atiract others.
the Fresident and the White House staff probabdly spemt too
ruch time preparing for it. '‘The meetings themselves were
less painful than the planning sessions,”” he says.

Reagan was not the only head of state whose inexperience
at ;ummitry made him a bit timid at first. "“Most of them
lacked a familiarity with the process and one another,”’’
says Fuller. On the first night, they all agreed that they
should cut back on amount of discussion to be held without
aides.i By the end of the summit, however, they agreed
there should be more time without aides at the next summit.

*“Cur briefings were right on target,”’ Fuller boasted.
‘“The rresident was clearly quite comfortable with the
“scussion.’”’

Overall, Fuller was surprised by the harmony of the
meeting. "I thought it might be more strained than it
was,’’ he said. ‘I had no sense that people were taking
sides; For example, they were expected to gang up on the
Japanese and they didn‘t.”’

During the discussion on the communique, accordirng to
Fuller, Reagan won all three changes he sought. They were:
(1) elimination of language on exchange rates, (2) the
addition of high technology to the East-West trade section
and (3) softening of the part on global negotiationms.

cabipet-rating story. *“Ee wanted me to find out who you

(MORE)
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talked to,”’ Fuller laughed. (Fuller was one of our
~=urces.) I told him you just have to get used to these

things. Stories like that are traditiomal.’’

(END)

- PAGE?

S

vy il o * Hg “ v Y



STORL:TAL QUEUE sCuF=-CWF M3G ¢
MA : 58 FHT1 Rd 3 INI2 OPR:CHF

T0:; MLs, LT, JF, DR, B¥P, IG, JE, JWM, &P, DCB, LH, SJF,
Ph, 208, GAS
FAOM:T RAN

As: Taz fighs

Althouven the White flouse intends to iutroduce the Reagan
tax substitute in its final form on Friday in tae House,
the detalls of the package still are uunsettled. In a
neeting with Ways and Means Republicans and the House GOP
.  Jeadersnip this afternoon, feagan agreed to several chamges
. in the tax bill. Most of the changes are aimed at
! outlbidding the Democrats for the votes of boll weevils from

-producirLg states.

The catch is that the costs of the additional tax oreaks
tentatively agreed to by Feagan this afternoon stlll have
not been iigured sut dy OMB and the Treasury. The White
House and the House Hepublicans are afraid they may have
vertered away the President’s promise to balance the budget
in "84.

After the negotiating session with Reagan this afternoon,
Representative Barber Conable explained: “"We haven’t made
apny final deal...0ne of the big unknowns is the cost...The
details heve to be costed out so that we don’t rum up a bhig
deficitl...ln most cases, we have not oplayed leap frog with
[the Democrats]...But if we felt we had to matel them for

-
L. .4tical reasons, we have.’

»

gegkan will mest on Canitol HA1ll Somorrow wWith tos

i
=]
=
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" npubllcan conference in an effort to hold all the

Fepublican congressmen in line, The vote on the tax package
next week will be very close, of course, and the White
House believes it cannot afford any GOP defections.

'ne Hules Commitiee is expected to vote on & rule on
Monday. The administration, of course, wants the Rules
Committee to allow an up or down vote on the administration
substitute, The President probably will %0 oo pationwlide TV
Prom the Oval Office early next week to make a pitch for
his tax package and his proposed Social Security cuts. But
the White House may decide not to tackle both of these
subjects ln one speech. On W=dnesday, Reagan goes to
Atlanta feor a speech to state and local officlals that was
: /—\J focus on federalism, but instead may be another pitch
for action on the tax cut. Conable sald this aftermoon that
the White House will not 2et a taxr bvill by August 1,
because of ithe obvious need for a conferemece to work out

gdifferences in the House and Senate versions.,

(END)
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RE: Casey and the Middle East

\

~S
The White House, at least publicf??fgg;:d' ehi

CIA Director Casey. Twice today, the President restated his

public support for Casey.

Reagan said, ''We are cooperating fully with the Sehate
committee and my staff is following the matter closely. As
I said earlier today, I have not changed my mind about Bill
Casey.'"

% The public stance taken by the White House does not
necessarily mean that Casey is not about to resign. In the
case of Ernest Lefever, you will recall, the White House
was voicing its strong support for him right up to the
moment he announced his decision to withdraw from
consideration for the State Department post.

At today's briefing, David Gergen repeated the White
House contention that Casey is not prepared to resign. Jim -
Baker talked by telephone today with both Senq;ors
Goldwater and Majority Leader Howard Baker. Baker also has
received phone calls from a number of other senators,
according to Gergen. Gergen said that Goldwater was the
only senator to recommend to Jim Baker that Casey step
down.

The President has not talked with Casey, or otherwise

urged him to stay on, in the last 24 hours.
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'"*Our view is that fairness requires that the current
Senate investigation be completed before judgments are
reached,'' Gergen said. Gergen said senators have assured
Jim Baker that the Intelligence Committee's investigafion
will be wrapped up within a matter of days -- probably by
the end of next week. |

Said Gergen, ''We are not engaged in a head count or a
lobbying effort...:e are trying not to interfere with the
process. We believe the process should go forward.ljgge
White House has no reason to believe that there was any

~~dishonesty in the reporting'' disclosed by Casey to the
administration.

The documents requested by the Intelligence Committee
will be delivered by Monday, according to Gergen.

Middle East. Reagan sent this wire to Phillip Habib

today: ''We all applaud your consummate skill and tireless
efforts on behalf of peace. You have my deep appreciation

and admiration. Well done.''

Gergen added, ''We're encouraged and hopeful that this
’

development [the ceasefire] will put an end to the cycle of

S
violence and enable us to go forward in dealing with the

causes of violence.''
Gergen also indicated that no decision on renewing
shipments of F-16 fighter planes to Israel is expected

soon. ''We believe it is premature to talk about that

decision today,'' Gergen said.
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Gergen also stressed that the United States has not had
direct contacts with the PLO during the Lebanese crisis. He
added: ''The Saudis have consistently been very
constructive in this process,'' along with the United

Nations and '‘'several friendly nations'' in the Middle

East.

Immigration plan, Gergen said the administration does

¥
not expect to announc/the immigration plan ''for a matter
of days.'' He said consultations still are needed to
resolve some issues relating to the immigration plan.

(END FILE - CKM)
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RE: Background—only_ ivu with David_Gerser

I happened to be in Gergen's office last night when CBS
opened with its report that Senator Goldwater was urging
Casey to resign. Geregen paled, to say the least, and
immédiately picked up the phone and called Jim Baker to
tell him to turn it on. He also called Friedersdorf. Gergen
cléimed that the CBS report was unexpected (even tkough he
irsisted that we interrupt the ivu to turn on the TV), and

F&said'that Goldwater had not relayed his sentiments to
thé'White House. I couldn”t get any real feel from Gergen
as.to how serious he regarded Goldwater’s call for
;esignation. But Gergen clearly couldn”t wgit for me to
leave his office. With the President facing one of his most
critical challenges neit week in the House vote on the tax
pill, 1 don”t 1maéine the White House will tolerate much
longer the 1liability that Casey has become. A weekerd is

often an ideal time to release bad news.

conflicting views expressed by White House officials this
week regarding Begin’s raids into Lebanon. "I wish I could
%}u\itlis a coordinated good-guy-bad-guy routine (with

Reagan playing the good guy), but that’s not what’s
happening.’’ The problem is that most of Reagan’s top aides--

(MORE)
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" “se, Weinberger, Clark, Haig and Alien--believé the U.S.
should take stronger action.againét Israel. But the
President remains adamant in his defense of Begin.

~ Gergen referred me to an op-ed piece Reagan wrote for the
Yashington Post in 197%, in which he outlined his strong
support of Israel as America’s ““strategic ally’’ in the
Middle East.

Says Gergen, ' The President’s been very consistent over
the years in the view that the Israelies are our very
staﬁnch and loyal allies...He was very reluctant to the
stop the Fl6s. He has begn consistent in trying to avoid
any harsh attacks on B=gin and has been very sympathetic to
Israel’s position...Fe’s also concerned that the press is
1 .reading what we’re doing as a harsh attack on Begin...I
tpiﬁk.what you‘re going to see is that Weinherser and Clark
will have very little to say on this in the future.”’

. Tpe conflicting positions expressed publ.ically by
Weinberger and others are the result of Reagan’s refusal to
enforce within the White House chain of command his own
benign view of Beéin. Reagan’s sometimes passive style of
leadersnip~-his unwillingness to down the law firmly to his
own senior advisers--is to blame for the conflicting signals
emanating from the administration this week. Gersgen
predicts, as have others at the White House, that the
>resident’s view will prevail in the end, however, and thét
P*%%Wb;té House will not take any harsh action against

Begin.

(MORE)
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public today will include indexing at the end of the three-
vear, across—~the-board tax cut. Gergen said Reagan intends
tg deliver a TV address from the Oval 0ffice on Monday or
Tuesday night.

Gergen also expressed concern that the administration’s

new tax bill may be so generous that a balanced dbudget in

‘84 will be impossible to achieve,

“ (END)
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FROM: RAZ

REr fasey’s _futurs

Just talked with David Gerzén on deep bdackeround by phone:
Gereen does not belleve Casey will resizu before Monday,

but He 1s unable to predict what mieht hapven after that.

A

L

Gergzen sa¥s The New York Times tomerrow will publish a
2,008-word piece sxamining Casey’s business dealinzs, and
that the story contains new allegations of impropriety.

The Intellizence Committes now expects to conclude 1ts
3;2he as sarly as Monday, says Gergzen, so the Whkite House
e Willing to sit tight until then.

This does not mean, of course, that Casey may not decide
to throw in the towel befor= Monday, but Gergen says he
thinks Casey 15 adamant at this time against resigningz.

**e’re generally puzzled by wnat is bappening on the
sill, because Lhe evidence ls not there to support
dismissal ,”" says Gergen. “'Rigut now, we’re trying to zet
@ beilter pandle on what”s happening on the Hill...Goldwater
has not gotten along all that well with Casey. There may be
sgmething personal there...

*"We are very firmly not zoing to push him over the side.
I would =3y that unless sonething new comes to light, the
Fsi1dent 1s goiog to stand very firm...He’s not zoipz to
see Casey railroaded.””

(MORE )
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/ﬁ\gut Gerpen adds, "‘Unless we see a ravalcade of people
1..m the Hill calling for his resignation, we 1l stick with
aim...But if a lot of those people [in the Senate] would
prefer Iiaman, for whatever reason, that creates political
problems and that might force a change even in the absence
of new allegations.,””

Casey wet with Jim Baker at the White House this
af térngon, but Gergen claimed to know little about the
session. He suggested the two simply were reviewing the
situation.

Gergen also suggested that if Casey were to resign this
weekend, it would cause more harm to the President’s
efforts to Sell the tax bill than it would if Casey sits

}Lﬁpt.

(ZND)
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RE: Revised Reagan tax bill

The Reagan Administration on Friday unvelled yet another

revision of its tax reduction plan. The White House hopes
to get this plan through the House intact as an alternative
to the Democratic-ba&ked House Ways and Mears Committee
bill. The new bill follows the general theme of the earlier

Reagan plans dut adopts some of the features added by the

Senate and the House Ways and Means Committee. Tax

‘eductions for oil producers are also included as a ploy to

i .

win support.

The White House 1s going along with the more favorabdle

treatement of estates and commodity tax straddles voted by

8

Ways and Means while agreeing to a Senate-backed reduction

in lower—-end corporate tax rates and a 15-percent tax

exemption starting in 1985 for interest from savings. A

P

temporary tax-exempt certificate of deposit to aid S&L°s,

backed by Senate and House, is also supported, as is more

generous"fRA provisions adopted by the Ways and Means

Commitee. On the other hard, the Administration rejecteil

' Ways and Means-supported marriage penalty relief that goes

~heyond the previous Administratiorn proposal. Also rejected
were Ways and Means proposals for an overall cut in
corporate tax rates, one-year deﬁreciation write-offs and

special tragteted aid to six depressed industries.
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Among the new provisions backed by the Administration:

'The holding period for favorable long-term capital gains
treatment would be cut from 1 year to six months. That
hasn’t been generally discussed in recent tax debate.

The estate tax rate would be cut from 78 to 20 percent, as
proposed by Ways and Means. That’s in addition to the

bigger tax credit already supported to exempt estates worth
up to $6®E,QGG from tax.

Irdexing of tax brackets to automatically adjust them for
changes in the consumer price index--starting in 1985.

Americans working abroad would zet a full $75,200

/~xemption from U.S. tax, rising gradually to $95,008 in

| 168€. That’s similar to the Ways and Means version and is
more generous that Reagan’s initial proposal of a partial
exclusion of the first $75,800 in earnings.

Charitable contributions would be deductible from taxable
ircome even if a taxpayer takes the standard deduction and
doesn’t itemize deductions. That would phase in by 1986 and
be limited to $128.

Persons age 55 or ovér will get a one-time tax exemption
of $12%,000 on the sale of a house, up from $190,008 now.
Others will be able to defer tax on a gain if they buy a
new home within two years, up from 18 months now.

Some of the changes seem obscure: Woodburning stoves would

ualify for the first time %or energy conservation credits.
The Administration is lookirng.for both Senate and House to
vote on a tax bill by next Wednesday, with a conference to

(MORE)
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follow that, said Treasury Sec. Regan at a news bdriefing.
Ee expects a complefed bill to be on the president’s desk
in the first week of August.

Peagan said the Administration won't ask the Senate to
just adopt the BEouse plan without going to conference to
resolve differences between Senate and House bdills. And, he

’

said it is “‘possidle’” that the White EHouse would lobby to

knock out in conference some of the provisions in the new
alternative Eouse bill it is now pushing. That would put
the White House in the position of lobbying against some of
its own new proposals. Regan acknowledged the irony of

" ™Mat. He repeated that such a tactic is "“‘a possibility”’
though not “‘a probability.”’

Fegan freely admitted that changes are being made to get
White House ﬁill through the Eouse by targeting extra tax
breaks to woo Democratic lawmakers. Included is a reduction
ir the windfall profit tax on newly discovered oil and
other oil tax breaks.

Hegan insisted that nothing that has been added violates
any of President Reagan’s tax principals. Ee also insisted
it was “a'cleén ill”” in comparision with past tax
legislation.

Moreover, he insisted that the Reagan Administration has

_stood firm and it is the Democrats who have compromised and
«woved closer to the Repudblican tax plan. What the White
House is doing, he said, is simply incorporating meésures

that were beirg saved for a second tax bill into a broaier

PAGE:
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first tax bill. Expanded IRA eligibility, reduction of the
marriage peralty and reduction of the 7¢-percent top tax
rate on unearned income are examples, he said.

And a second tax bill could still follow next year, Regan
said. e didn’t provide any examples, however, of what
might be in such a measure.

To sell the new bill, President Reagan is planning a
televised speech from the White House on Monday night. NBC
and CBS have agreed to carry it live. ABC hasn’t yet made a
decision. Also to be covered: Social Security problems.

Regan presented a host of projections—-based on a Data
Resources, Inc., economic model, to show that the new White
House-backed bill will produce more new jobs, less
unemployment, greater economic growth and higher disposable
income for middle-income families than the Ways and Means
Committee bill. But there was a big catch. Regan would only
compare the Z-year White House tax plan with a 2-year
Democratic plan. He insisted that the Democratic plan for a
third year of cuts only if triggered by positive economic

L4

performance was a =~ maybe’” thrtee-year cut while the
Admiristration”s plan was a ““certain’” three-year cut.

Thus, he said, the comparison he makes is valid.

(END)
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The President still does not have enough votés to pass
his tax bill in the Eouse, although momentum seems to be on
his side. ““It’s going to be a tough and close one,””
Reagan said today.

According to David Gergen: "“The margin is less then 19
and closing. There are indications of shifting toward the

4

President. It is so close, Gergen adds, that Louse
Speaker O'Neill has arranged for Representative VWilliam
Cctter, I-Conn., to be brought to the Capitol to vote cn
Wednesday-—even though he is dying of cancer.

In an effort to close the gap, Reagan was meeting with a
tctal of 43 members of Congress on Tuesday--some
individually and some in groups. Some Congress members who
alfeady'support the Preéident are simply getting their
pictures taken with him in the Oval Office. Others could
exprect a strong sales pitch. Of the 32 who were getting the
sales ritch, 3¢ were Democrats énd two Rerublicans.

Telephohe reaction to Reagan’s speech, as reported by the
White House: 2,473 in favor, 533 opposed. Telegrams: 642 in

vfavor, 67 opposed.

’ Gergen, at Tues@ay's breifing, took strong exception to
0°Neill’s charge thet the President’s tax bill favored

7~ Sople with incomes over $56,088. Says Gergen, 'The Speaker

is servingAup a fair amount of good blermey.”’

(MORE)
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A‘signation Robert Neumann as ambassédbr to Saﬁdi Arabia.
There are rumors that Neumann, who was deerly involved in
the transition, disagreéd with Halg over strategy on the
AWACs sale. His letter of resignation cites *‘personal
reasons.”’ Gergen insists there were no disagreements over
rclicy. He says Neumann wes not fired and hints that the
resignation had something to do with the health cf
Neumann’s wife. Neumann will continue to work for the
State Lepartmert in Waskhington as a full-time consultant.
EeAis being replaced in Saudi Arabia by Richard Murphy, a
career foreign service officer who is currently concluding
ar assignment as ambassador to the Philippines.
Sccisl_Security. President Peagan was deliberately
_.aying with words on Monday night when he promised: ‘I
_Qiil not stand by @ see those of you who are dependent on
Sccial Security deprived of the benefits you've worked so
hard to earn.”’ This implies that no current recipient
would be deprived of benefits under his proposal, which is
nct true. Many current receipients will lose benefits by
elimination of the minimum benefit.

As originally drafted, the speech said: “'I will not

stand by and see those of you who are dependent on Social

Security deprived of your benefits.”” It was changed at the

last minute in the interest of accuracy. By adding the line

“ybu've worked so hard to earn,’’ White Eouse officials
r~ascned that Reagan was excluding the people who rely on

(MORE)
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““Gergen denies reports that the elimination of ¥he Finlmmm
benefit will deprive 3 million poor people of their
benefits. Ee argues thaf only 30¢,200 people will suffer as
a result of the elimination of the mimimum benefit. All the
rest are double-dippers, children of double dippers,

ccllege students or people who are also receiving SSI,

acccrding to Gergen.

begins on August 6, is somewvwhat open—ended now. Originally, r
it was scheduled to end on August 29. Now they’re talking

atout stying until September 2 or 3. And some people think

it might even last until Labor Day. The second week of his

vacation will be spent in Los Angeles. Otherwise, he will

.Fi heédquartered 2t the rench during most of Augst, making

.éccasional trips to yet-unannounced places. My research

indicates this is the longest presidential vacation on

record since Nixen spent 31 days in Sen Clemente in 1969.

and Casey met on Monday.

(END)
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_ Paul Dietrich, executive director of the Furd for e
Ccrservative Majerity and its lobbying &arm, Citlizens for
Reagan, says the white House is orchestrating lobbying by
cutside groups with amazing precision.v
For example: At about 5 p.m. Tuesday, Dietrich received a
telephone call from Lee Atwater (& Nofziger lieutenant)
instructing him to buy extra rad;q time iﬁ the districts of
three Lemocratic holdouts——Ed Jones and William Bonner of
Tennessee and Allan Swift of Washington State. At the same
fﬁimé, Atwater told him to cancel radio advertising in the
.’¢stricf cf Charles HEatcher of Georgia, who apparently was
ccming arcund fo the Fresident’s bill. ~‘We just keep
adding end subtracting whenever they tell us to,”” he says.
bietrich says scme fafnily—owned redio stations are
cffering to run théir advertising spots without charge, cor
at reduced rates. These station owners Lave expressed
support fcr Reagan’s tax plan, pafticularly as it applies
tc derreciation and estate taxes. (On this same therme,
Reagan got a warm greeting yesterday when he called e reéio
talk show in Tyler, Tex., seeking  support for his bill. The
talk show host aéked what their station couvld do to help.)
Dietrich’s grouf, which has spent a total of $192,2¢28 on
r~edic commercials suprorting Reagén’s tax till, alsc is
tuying newspaper advertising along with other consepvative

(MORE)
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grours such as the Yocung Americans for Freedcm eand the
~~erican Conservative Union. He's also activated a
telerhone tank, using 18 full-time workers to call
contributors in key districts (mostly Texas) and
instructing them to call their congressmen. Eis telephone
benk has been cperating from 8 a.m. until 11 p.m. each day

since Friday.

(END)
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_ Feanut subsidies and mirimum Sccial Security benefits
were two items involved in the treding with members of
Ccngress for votes on the tax bill, according to Gergen.
Georgia congressmen won concessions from Reagan on peanut
sufsidies. Gergen was vegue on the deteils of this deal,
excert to say that he thought the President hed egreed to

go along with a Eouse version of legislation providing for
reenut sutsidies.

o Mario Eiaggi struck a deal involviné the minimim Social
Aéecurity benefits. According to Gergen, Eeagan agreed to
glter his proposal for elimination of the minimum benefit

AR N

tc assure that truely needy”’ people will not suff'er.
Gergen credits Eeagan’s televised speech with turning the
tide on the tax bill.'He denies reports that the location
of defense faciiitieé also was involved the bargaining.
Gergen’s_troubles. As RAK expleins in & separate memo
from Wednesday s briefing, Gergen has gotten himself in hot
water with the White Eouse press corp for lying about the

Neumann resignation. Ee’s very upset about it, and insists

that he was victimized by the State Department. He says
r~3ig and Clark insisted that the Neurmenn resignation be
announced by the White Eouse because he was & presidential

(MORE)



STCRY: ¥EUS . | = -  PAGE: 2
érrcintee. But he says they refused to.give him adequate
formation about the backround of the resignafion. (Cergen
also was a fool to repeat -that silly story they told him
abcut Neumenn’s wife being sick.) What mede Gergen ever
angrier: After he tried to salavage his crediﬁility during

the briefing on Wednesday, Clark then called the President

to cemplain.
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Reazan summoned reporiers to the Oval Office late this
afternoon after the House vote onm the tax packare. He was
in &nr ebullieat mood, to say the leasi. Excerpts of what
Reagap 5aild, in a prepared statementi:

*YA strone bipartisan coalition im the Congress-—
Hepubllicans and Democrats together--has virtually assured
fhe first real tax cut in nearly 20 years,..] believe these
first six months of 1981 will mark the beginning of & new
{-Taissanu& in America.,.We're bdack on the right road, and
wit ‘re makiang progress...’

After readingz the statement, the Presideat took more

| Questions Lhan aldes Baker and Deaver wanted him to. Reagan

was tp stuch an enthusiastic mood that even Deaver couldn’t

get nin Lo shut up. Deaver tried to lead him out of the
uwal Dffice via the door onto the patio, but Reazan stopned
before he sot to the door (after CB5°s Leslie Stahl grabhed
nlm and hugeed nim) and fielded several more questions.
gxcerpts:

Vas He satisfied that the tax bill, with all of its

[ Gomurovlses, wili still solve the economy”s iIls? *‘Because

7~\ihe& bipartisan aaturs, there nave been chamges frop the

Lo [But] the buik of that progrem--the theme as we
(MoxK)

107/b9 (#8129



rm__ T N e R g

'y
s
-

ﬁﬂ@ﬂ@iaioiiil A

want2d it put together—=is there.”” The tax cut will hbave a
‘ sychological effect that we will see inp the pxrectations
of the pecple, the busigess community,”  -and progress in
the economy may be evident by the epnd of the sear. Bul
*‘we’ve been decades coming to the polnt viere we Are, sund
you“re not goimg %o cure this overaipnt.’””

¥hat did he promise i{o get ihe votes? ""There's been no
arm—twistinz of any Eind...l got som= outstanding help from
2 lot of peopla, put ia particular, a very fine salesman
named Secretary Don Hegan.””

Asked what hics next act would be, heagan mentioned, in
this order: ‘“Our relations with other countries...There is
the Middle Tast situvation,..This, too, 15 looking
better.,,0ur bullding up of pur defenses...0ur golng abead
fﬁin discussing reduction of armaments with the Soviet
lpion...And there are some social issues...l don’t think we
closs up the desk apnd go fishing.,””

Heactlon %o the Intelligence Committee”s clearing of
Casey? “"1'm not surprised, because we knew that those
first wild charges and acusations h2d pno subtantiation
benizd them.””

More on Casey. White House aldes iasist they played &
passive role in Casey”s comeback. Larry Speakes savs Jasey
defused Senatgr Gulﬂva}er’s ire by promising to consult
. with the senator move.}to keep him abreast of developments

at Cl&, asd to involve him more in CIA decisions. ‘‘There

'.g. general feeling in the committee that Gasey didn’t
A
(MDRE)
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talk enougb with them.”’

'lolduatgr. who had opposed Casey’s originizl nomination,
had Beer particularly ancoyed thzt Casey had not comsulted

. the committee more. ¥hiie House aides believe Galdwater

. just got ca:sried avay in kis press confsrence last week
wyhen he called Tar Casey to reslzm over the Hugel case.
Other senators followed his Iead, altioough Ted Stevens” top
side (a guy who us=d to be kis press secretary) insisted
today that Stevens” commenis to reporters last Friday were
pXageerated .3 pEsS accounts.

Afver Jir Baker talked to Goldwater on Friday, accordisg
t0 Speakes, he was coafident that the senator would pot
push hard for Casey to step dowsn. *“We were unsure of whal
was geing on on Wedpesday, Thursday and Friday, and that's
; ;, we were dancing., The snpowball was rolling on us. But
the 3ig Three [Baker, Meese and Deaver] had declded by
Saturday that there w&s no prodlem. " "

By Friday of last week, some ssnpior White House aides mnad
come to the view that Casey was tob bigs a tiabiliity to
geep, according to Speakes. But Reagaen never shared thelr
view. “"The President never wavered. de was glways tne oae

. whe stood bebind Casey. He always sald, "If there’s pothine
more than YHugel and the old buszipess things, we're goimg to
stick by him."..,fle feals that it was vastly overpleown,

]

|

l

lv

} that these were old cases and that Casey is an hanorable

[ ma&n...4nd there was the personal thine, toe, that Tasey Had
|

p~xned around the campalgn.””

(MORZ)
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Mhiﬁ:e&?gi unwiiling to defend kisz meg. " Everyons repencered
‘.'
‘ how thinges tarnec out witk Haiz apd Doanevan,”” whe alse

| came under heavy fire on Capiicl Hill.

| Gergen ‘s blupder, David Gergen gave himself a large Ylace
gye this veek when he told reporiers during Tuesday’s
regular brisfing thset former anbassador Hobert Negmaon Lad

~ resigned 9ar'v;rsoaal reaspns. toat he had had no policy
differsnces with Halg,: and that ne was not fired. The
trutk, of course, contradicted all three cf Gergen”s
assertions. A fev reporters were badly burnmed by eccevnting

. at face value Gergen’s version of the Neumann resignation,

{ ﬁ ‘Ue&nesday’s briefing. several reporters went afier

Gergen with a vengeance for misleading them.
Realizing that his credibviilvy ned suffered & significant

blow, Gergen responded emotionally. "It is mgoinz to be the

policy of this office to tell you what we believe to be the

T . R R R

truth...I will not be party to comlog out here agd
gnowingly t2ll you an untruth...Nor will I oe party to

| misleading you, " Gergen sald.

1| Gergen hinted strongly that be had been misled by the
;"Stﬂii,DEQarfmeut about the circumstances surroundiage

. Neuvmamn's feparture. The ‘guiisnce’’ ne receives Trom the

State Deparimsnt was faulty, S0 he unwittingly =~isled
ters, in Gergen’s view, It 15 hard to bplisve that
b £
(MOTE)
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#%gﬁc&i gswezloked the " TAfricial”
gfs¥riuie-wlthﬁut suspeEciing thére was mora ta the SItoPv.
| vsﬂﬁiﬂes;tntﬁ mey wff the regard, thet Serzen was mislied
ot only Y the Srate Departvent’s 5111 €lark, but 2lso by
B8 Meese. {lark anid Meese are oid Duddies, going etk to
thke days when they served as ledzan ‘s top zides .o
| Sacraments. Meese nas onm several occsslaons dished up pure
BS to repocters. Por examplé, ue kas daleays insisted
Publiely itar tiers never have heep sny tEnsiors betwesyp
the iﬁdte douse dad Eaig, that the zrohlew is & figpent of

reporters’ imaginatings. Meese i5 pot 2 good source,

%annaa'h& tust won“t level with you--something Asker and
his men (Gerazen and Speakes) are very zood at.

_ Speakes complained discreetly that Meese daes mot alwavs

e

) .ognize the value of belpg forthright and honest «1th
reporters. Bareen ‘s difficulties underscors the lensions
that have built up between the staffs of Baker ard Meese,
if not bBEtwecsn Baker and Mepse themselves. I find that
Paker’s men are very loyal to him. They seem to view Hemss
35 & separate fok, aot someome for whom they also wori-
Meese, of soarse, ls a stranger to the ways of the
Washisgton press corps. Baker, Jerger and 3Speaies are 5ot.
" TEBLr experience with reporters is a distiret advantase ia
White House power gamss.
gﬁygagggé'aeaxar is schedulsd to lesve for Califgrais oo
© August 8, after slaning the tax bil) and after the
FLur ) of Atwar Sadst. Fe will reciurn t3 Wsstingten on
P {MORE )
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~ for g@ v ‘_f #% the zgzeh. Taterial will b relayed to
113 Q@i'kb'ﬁ'ﬁ’iegnm ielecapier, and sther materlals will
"ﬁé.ffﬁwﬁ.out if necessary to keep Reapgsn informed while b=
Ls on the mountaintop scaking up susshine. Omne of the Big
':::igywiil be with Reagan every day of the Daliferata trip.
g jgg;il@;gggggggg It was not just Fapudblican menbers of
mﬁm gnged Reagén aot o speak oul oz spcial
seeurity Avsiis ks televised Oval Uffice spesch. Senior:
!ﬁite’ﬁﬂuse #itisers also pleaded vitn Reagan ot 1@ make 2
pﬂ@nﬁuﬁ%ﬁ'hﬂs Secial speurity cuts. Jim Baker, 4=
Mlmfﬁ'tiai been adamani &asaianst toe Pzesident £
xeaﬁanﬂﬂb 5L pat of worms. sven though Reages hifsslr is
&iﬁbimg'fv tiﬁtgﬁg b¥s positlos in mere @Eiail. Susake;
"fs"ﬁs m 13 is coming arcune to the view t-k.ét 1%
l’n‘* '*ﬂ"'ﬂ ﬁﬁ ;gep remindlnoe Lmepizans Ehat be waats
to Wﬁjé 58 ]r;. y bensflus. L
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_.The cne majcr decisicn that President Feegar intends to
meke during his vacation involves weespons—-—the E-1 bomber
and the MX missle. Also while in Califdrnia, he“ll prodaoly
launch his camraign for congressional approvel of the cale
cf AVACs to Saudl Aradisa.

Keagan will spend nearly a full month iﬁ Celfornia,
arriving on August € end leaving shortly bpefore Labom Day.
Nc president has taken a month-long vacation since Nixon
syent four weeks in San Clemente in 196S. Fer this reason,

;ite Fouse officials are reluctant to charecterize it as ]
vacation..Gergen’s euphemism:“Rest period.”” Yet it’s not

8 case of Reagan golng on vacation and leaving the

gc#ernment in the hands of his subordinates. Most top
White Fouse officiéls will be taking vacetions of their own
during the month of August too.

Even thcugh Reagar hes declined to designate his ranch
reer Santa Earbers &s the ¥esterr White FKcuse, Rancho del
Cielc will ©Dbe the center of government during the month of
kugust. Seien temporary buildings-khave beea constructed on
the rarch at a cést of $75%,232. Twenty White Hcuse
steffers will accémpeny Reagan to Celifornie, rot including

/~scurity people. Cne of the “‘Big Three’’ will be there &t
~all tires. Those White Fouse people stationed at Sante

(MOERE)
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Zertare during Auvgust will include & skeletcn crew from the
aff secretary’s office, representaetives of the press
office and memovers of the national éecurity'staff. Larry
Speakes will be there the whcle time and Gergen will show
vp the last week. EKeagan will communicete with the White
Lcuse daily via a secure telephone. A smell jet plane will
carry rarers and people from cocast-to-coast every few days.
Back in Weshingtcn, the White Ecuse will be virtually

skhut down during Auguét. Feese, Raxer and Zeaver will te on
vacation when they ere not out at the ranch. Gergen will
take two weeks off befcre going to Santa ﬁarhara. Others
will dc¢ the same. The amcunt of paperwcrk flowing to the
Fresident during this pericd will also be limited. ““we’ll
keep the paper load down,”’ says Gergen.

fﬁrThe second week of Feagan’s vacation will be spent in Los
Argeles. Activities there will include meetings with
cabinet members plus politicel and social events. During
thé rest of the month, his activities at the raanch will oe
limited tc reading the daily national security briefing
papers, meeting with aides, signing papers and reading.
Mcst of his reading will Dbe devoted to the weapons issue.
Bﬁt sore ¢f his reading will irveolve decisicrhs he.must make
vhen he returns. to Washington in early Septembter. These

‘ include: Sécial Security, Voting Rights Act, a law and
¢rder rackeage, vélunteerisn, the Middle East, TKF and
rreparations for bancun. Gergen notes it”s “‘a more

~3ffused agenda”’ than PReagan has faced thus far in his

(MORZ)
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presidency. "2 lot of things have built ur while we’ve
"Nen cbncentrating on the economy,’’ he says.

keagen will leave California on Séptember'z or 3 anéd take
two‘days coming backlacrbss the country} makiné several
stcﬁs ir tre Middle Vest.

The_Cesey Affair. Gergen notes the first reaction of ¥hite
Eeusg cfficials tc the Goldwater staetemert was to put some
distance between the President and Casey. ~“The White Fouse
was being cautious,”’ he says. ““We were’nt sure what we
were dealing with.”” But by last Saturdey, he says, we
reached the bcttom of the barrel ernd fcuné rothing there.”’
As & result, he seys, "“‘we strengthened cut defense--we
decided we could not leave hir hanging out there.”” Still,
the Fresident himself never got involved in defending

JEBY . Chief of Staff Jemes Baker carried the ball for the
¥hite Eouse by‘télephoFing members of the committee. Gergen

A Y

blames the ““old boy network”’ of retired CIA cfficiels for
stirring up the mess. Kow, he says, "“1t’s fundementally
over.”” No hard feelings ere expressed tcwaerd Goldwater,
althcugh there is some speculation that he was prchatly
drunk during his late-nieht press conference. '‘We found
tﬁat eriscde puzzling to say the least,’’ says Gergen.
Steckman-Zdwards._The Synfuels battile described in
teday’s Weéhington Post is only the latest skirmish in a
running feud betﬁeen Stockman ard Edwards, according to

Gergen. The two men alsc have clashed over proposels to

r~<ovide government funds to the Three-Mile Island power

(MCRE)
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cerrany €né the Barnwell, S.C., nucleer reprocessing plent.
wards won on both Three Mile Island and Synfuels, but
lost on Eernwell, according to Gergén. While there is some
perSoﬁal animoseity betweén the two men; the feud reflects a
stong feeling amonng OMB cfficials that Edwards end his
recrle eare incompetent.

Tex_Yictory. President Reagan is carefully trying to
avoid claiming personal credit for yesferday's victory. The
.reascrn: Pepublicen cohgressicnal leaders vere furious thet
Reagen got all the credit for the budget victery.

: .

(END)
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!Alb-dé@ﬁE-éz-féK@I,lll _¥hite Kouse chief of staff:

_ One unnamed Fouse Democrat who voted for Reagen’s tax
bill-got a hand-written letter fror the President promising
tc vetc eny bill imposing a windfell profits tex on netural

‘gas. Another, Roy Lyson of Maryland, pgot a letter saying
“thanks for your help on the estate tax.’’

Beker clSO cenfirms that the President cut deals with
cengressren on peanut subsidies end the minimur Social
Security benefits. But in all of these cases, he insists,

,iﬂevPresident never give agnything valuable away. The letter
tc Lyscn was harmless. The President hes elways opposed
windfall rrofits tax on natural gas. The Fresident simply
assured Mario RBlaggl thgt no truely needy perscn would oe
deprived of income by eliminating the minirmum Social
Security benefit. And he was only “facing ur te a fact of
life’” when he endorsed the House version of peanut
subsidies to win over CGecregia congressren.

There were nc other deals, he insists. "“We didn’t

~rromise nct to close eny baseé and we Cigr’t rremise to
keep refugees cut of any state. Flus, we don’t call ther
deals—-it's censcensus—-building.””

Treasury Secretary Donald Reagen indiceated earlier that
>~miristration might.try to eliminate some provisions of

the compromise House tax bill in conference. Rut Raker

(MORE)
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denied this toc. ““Most of wvhat’s in there represents a
‘.:mmitment by the President--even the streddle,”” he says.
““Credivility is very impoftant in this town. We ere not
goihg‘into conference and take positicns that are
inconsistent with positions the Presidernt has teken.’’ But
he adds that the ¥hite Eouse does not control Serator Dole,
vhe ray try to eliminate the commodity streddle.

The tiggest deal that Peagan made with these congressmen
-invelves the 1982 eléction. About 2@ conservative Democrats—
a grecup Raker calls the " “hard bore"-—wi}l nct be opposed
by the President wher the stard for re-election. “‘There is
rc way he’s going to get on Air Ferce One &nd got in end
carpaign in the district of a Phil Grarmm or & Xent Hance, ’
/;éyé Eeker. **But he will sign fund-raising letters to oe
used by the Rerublicans in those cdistricts.”’
dowr while Reagar’s in Califernia. "“We’re mevirg the whole
operation out there,”’ Says Baker. Reagan will decide the
MX and B-1 bomber questions while in California. Fe will
also meke up his mind on the Voting Rights ict and Cleen
Air Act during thet time, if not sooner. Reagen will hold e
Cabinet méeting and a National Security Council meeting in

~ Les Angeles during the second week of his vacation. It is
“‘entirely possitle--but not certein’” thet the President
vill elso hold e news conference in Los Angeles.
Leaver will be in Santa Bardbara with the Presideﬁt dvring

e first week. Meeze will be there the next twe weeks.

(MORE)
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§§ker,,wﬁc hes rented a hoﬁse on the Gulf in Texas fcr most
the menth, will not go to Califcernie until Pugust 27-28.
The events cf the pastvfew veeks hav¢‘c0tpletely
exhéusted Baker. His ‘eyes are puffy end hLe looks very
tired. He’s cbviously quite enxious to start vecaticn.
“Theré’s no question, in a job like this you do tend to
burn -cut,”” he says. His vacatior plans are simple. Ee will
sleer lete, drink a bloocdy mary erdé spend the afterroon
fishing. Ee will do né work, unless necessary. Fe does not

know where Leaver and Meese will go for vacation.

fsll, but it will not be a ““high priority initiative.”’
Baker-views abortion as the toughest socieal issue facing
fiéagan. f‘The President is very pro—-life, very anti-

acorition,’” says Baker. " "Eis commitment is very clear.

’

Eut he cen’t get cut in front. It’s too devisive.’

Social_Security._ No decision has been made about the
President’s promised Soéial Security speech. EBaker wents tec
delay it'until September, even thougﬁ the President is
itching to get to it sooner. The President will try to talk
the Temccrats into & bipartisen sclution fcor Social
Security. The Democrats’ “‘generzl statements of

’

~cooperation”’ following the tax fight are being interpreted

at tbhe White Fouse &s & sign that they might werk with the
President on Sociel Security. Yet EBaker notes it would not
‘be in the best interests of the Democrats to do so-.

Fereign_reli

10

Y. _Many foreign policy matters will be

(MORE)
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pestponed until Sertember. No decision has teen meéde on the
*iteria for releasing the F16s to Israel. 2 foreigen policy
sreech this fall is unlikely--""no bdetter than a 5¢-5¢

4

chance.”” There will be a meeting in Los Angeles in August
tc rlot strategy for Begin’s visit.

Egggéggglg_The President has gotten " ‘zero credit’’ for a
recent improverent in hiring women and mincorites for
eadministration jobs. f‘We got off to a bad start,’” he
concedes. Tid Feagan live up to his promise to recruit
people for whom public service is a ““step down”“? “THe's
got a lot of people getting far less remuneration than they
gct rrevicusly,”” seys Baker, the wealthiest mar on the
¥hite House staff. ~“Compered to previous edministrations,
Jzésf of'the people in this White hkouse at the senior level
_ave (a) more maturity and (b) have done something else--

accomrlished something more than just working in a

carmpeign,’’ he says. ' This White Eouse is not run by your

’

political operatives.’

T ——— e B e . S S e e e =

Gcldwater”s criticism of Casey. “Querulous.’’ No ome can
understand how Goldwarter could call a news conference to

deny a story, and then gb peyond the story.

(END)
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