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STORY:CLARK 
~A:65 FMT: 

To: LH 

From: DM 

OUEU~:MULLIN-DPM MSG : 
HJ: INI: OPR:DPM ;~?/22,11:24 

July 22 , 1931 

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. 

All in response to questions--the following is virtually 

verbatim, but check with DM on exact quotes used: 

The adm1n1stratlon is watching the situation in Lebanon on an 

hour by hour basis, and has been disappointed and embarrassed bv 

Prime Minister Begin's actions. 

The fact that Begin moved so quickly after the mission to thP. 

Mideast by Counselor Robert MacFarlane, has placed the 

administration in a quandry. President Reagan is f lexible in hi~ 

thinking, and can change his ~ositions on any issue accordine to 

the circumstances. 

while the President is aware of the U.S. government's 

ommit~ent to Israel, a policy of 32 years of age, it is honP.d 

that i~ it is decided that Eegin did the wrong thing. that it 

will not pe~alize his natio~. 



STORY: CLARK 

On reactions from Congress: The expressions of Senator Percv 

and others have been identical to those of the President, WP .Ar? 

aware that Congress is auPstioning Begin'~ actions and words. 

President Regan has to play judge on this one, but he ha~ fplt 

no pressure from constituencies 9round 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 ~egin. 

More F-16 deliveries are scheduled for Au£ust, SPPtPmber and 

October but no decisions have been made on shipping them. ThP 

Habib mission continues and bas not yet reached the point of 

being counter-productive. We are seeking a ceasefire, thou~h WP 

~o te that Begin has refused to consider the term. 

We are doing our utmost to keep our historical commitment to 

Israel, but we also have regional concerns. Habib has made it 

clear to Begin, that we have other commitments beyond IsraPl-

Begin has been reminded that Israel simply is not nur only 

friend in the region. 

Some ~embers of the administration feel stronger thnn othPrs 

about how to respond to Begin. Put striking when and the way hP 

did, so soon after the McFarlane visit, is m~king it verv 

difficult for us to help Israel. Our commitment is not to ~Pe1n 

but to the nation. 

I know the President well enough, that he is going to rP.ma1n 

flexible in new changing circumstances, on the Begin question in 

articul a r. 

From what I kn ow of him personally, while be recognizes the 

(MORE) 

? 



STORY: CL ARK 

.......... 

Cv1omitments of prior administrations to Israel, the l>residPnt is 

going to keep an open mind on the questions pP.ndine. 

In response to questions about Reagan's campai£n nos1t1nn~: ThP 

President's basic instincts and commitments won't change. but he 

~ay feel that in action they do ~ot parallel those of Mr. Be2in. 

The President realizes that his responsibilities are broad, 

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 enforcP thP l~w-

whatever his feelings. 

The President is not linking specific Israel actions and the 

delay in the F-16s. The decision is part of an ongoin~ rPViPw 

arting with the June? bombing(of the Iraqi reactor)--you don't 

~nip gasoline to a fire. 

Inside the Department there has been an active dialogue on how 

to respond, that has reached the point of outri£ht ~dvor.~r.y in 

advice to the Secretary and the President. That 1s healthv. th~t 

is what we are paid for. 

On other points: 

The President's ~gend~ timP on forPign affairs hss dou~lod 1~ 

the last 6 weeks. VIP arP u~~Tll'? t.~" NSPG (N a t~"'" ·1 S ' lP·' tv 

Planning Group) mechanism. The Secretary, the President and VicP. 

President and the Secretary of Defense and Allen meet reeulNrlv. 

n a need basis, other cabinet mPmnPrs io1n 1n. On pn1Nnrl fn~ 

example, Stockman and Regan participated. 

(MORE) 



STORY: CLARK 

From the beginning the President has stressed that ePtt:\n.e on.,. 

economic house in order is a pillar to a strong forP.12n ~nlirv. 

So in the sense that economic policy is on our minds. ~nu r.annnt 

say that we have no foreign policy. 

Poland was high on the agenda. in Ottawa. It wns thP 'Drpc;1i1Pnt'c; 

intention to take the initiative on the necessity of nrPVPnttn~ 

the collapse of the Polish economy. 

The Soviet Union is refusing to bolster that economy. Arrnn~in2 

economic aid for Poland is high on the President's list. 

A communique will be released today in Ottawa and hP.re on 

Namibia, which will show that the contact group is still 

together. It will call for flexibility in the electoral Pror.Pss. 

/"""\nd a ceasefirP in th 0 Nam1~1an war. 

Since I have been here I have not seen a rupture betWP.Pn 

Secretary Haig and the President. I have two bosses Prec;idP.nt 

Reagan and Al Haig, and if T did see a rupture T would hAVP to 

go back to the r~nch. 

The two have been in t ot al -s tep the last 'S i~ months . bu t there 

has been a communications problem. But the confidence the 

President has in the Secretary has never waivered. 

(ENt) 
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th~ White Hcu se and Att orney Ge~eral Smith woul d not answer 

~ ts ~n e calls : Moyniha~ ca ll ed 3~ith at f :30 p. m. Mo nd ay, 

t~e Jus ti :e Vepart~e ct received a hand-delivered letter 

f~cn the Intelli~ence Committee reque s ting certain specific 
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U!lBi_RJ..gh!~-"!.:. Larry ·speakes acknowledges that there 

1$ moutitlng pressure far the administi4tion tb take a stand 

i.11 support of extens'ion of tne V.oting Rights Act, althoug~ 

· the atterney general's report on the ~ssu~ is not 4ue until 

sometime this fall. 

Says Spei!kes . on background, "'The · '.'s a growing belie·f 
. ,.1~ 

·.that ft (riot yet taking a µos!tion] · cost us the 

[cpnaressional] &lection is Mississipp1 ••• There is a 

momen tum to go ahead v1th sim~le extens1on • •• There is 

btlllding pressu~e to act nov . • • Re;agan 's view historically 

h~s ·been to :t'avor spreading the act to cover . all states, 

( t the political view is that it's not worth the 

congressional fight.'' · 

Speakes ~elieves the administration will move sooner than 

this fall to support simple extension of the act. 

!:5ta&J.l!1g_~h!.§ll.§!:.:. I. n the past few days, one sen tor Reagan 

aid._~ after another has come to the view that .the President . 

. must ~ake stronge~ action · t~ rein in Begin~ According t~ . 

Sp~akes. Meese was the .. original advo<?ate of a ·tougher 

5U!ice aga.1nst 'Begin·. Now We1nber~er1 Haig and. ~veu Alleri 

b.av • . · Jo 1 ned the '"ba'rd l 1ners, " s a ys Sl)eakes. That 1 eave·s 

9n1-y the President .as the last defend.er of Israel "' s stepped-

. :up military activity~ ('Speakes nredicts that .. ' .cooler 

~e1:.·.~)·" like Rea~a;n's w111 P.tevau, and .that the u .s. v111 

._. '.Xtt'_~!ie . end not take harsh act ton against .Begin.) 

(MORli} 

. , 
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:From: sjf 

~r1~r-lbg_Q!!s~~-~Ymm!1~ 

. 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 

De~uty Press Secretary Larry Speakes on backround. 

Schmidt, who was most critical of U.S. economic policy, 

was Reag~n's least favorite person at the table. Reagan . . 

also felt very uncomfortable with Suzuki--apparently because 

of th~ language barrier~ Nor is the President very fond of 

Trudeau, who ''wants t'o be the darling of the third 

world." But Mitterand was ''a pleasa~t surprise'' to 

.l"""\aga~. One aide (tavid Gergen) says Reagan hit it off with 

.~ itterand because ''they are much alike--~oth tough." 

Henry ~au of the National Security Coun~il staff s~ys (on 

''~eep backround'~ ·) that u.s. off1c1als d1d not expert 

Mitterand to be so cooperative. ''In many respects, 

Mitterand's pos~tion was a _strong contributing factor to 
. - . . 

the success of the summit," he says. ''we knew ahead of 

time what his positions vere. But there were questions 

atout his personality. There were questions about what he 

wanted to gain from the summit." Ee says U.S. officials 

were pleased to find ''a large area of agreement'' with 

Mitterand on East-West policy. Also: ''Mitterand did not 

ome .on as strong about the · u.s. economy .as Schmidt." 

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

(MORE) 
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success. ''Ee was real enthusiastic," says Speak~s. ''He 

l""'\S as bubbly as I've ever seen him.'' lie says Reagan 

see~ed to have ''almost total recall'' of the conv€rsaticn 

~hen be talked to aides follo~ing each meeting • 

. rembers of the U.S. delegation were somewhat critical of 

the summit facilities, however. Chateau Montabello is a big 

ugly leg building built in the 1920s. Speakes described it 

as sbacby. 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." 

Overall, administration officials think Reagan emerged 

victorious from the summit. Ee deflected criticism of his 

economic policies mor~ successfully than expected. The 

ccmmunique's reference to ''global negotiations'' is being 

rtrayed ·as a compromise, not a concession. By refusing to 

.~apitalizing these words, U.S. officials fElt they were 

committing themselves to a general concept--not the UN

SfQnsored plan. Although the statment on East-West trade 

was riot 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 goals. 

Iavid Gergen takes credit for the corney tone of Reagan's 

final remarks at the summit--inclu~ing the line that ''a new 

sun rose at Montabello." Gergen said he thought the speech 

needed ''a little poetry.'~ 

The sum~it also supplied the Reagan administration a full 

~enda of tasks ahead. The following is a list of things 

. (MORE) 
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STORY: WBUl 

that President Reagan has pledged to .tackle in the· wake of 

A e surnrrit: 

* In the ~i~~l~-E~§!i_a . ceasefire in Lebanon and 

continuation of the Ca~p David peace process. Haig 

Fredicted that Habib's rrissicn ~ould achieve ''at least a 

terrporary peace'' in Lebanon. Re 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 

su~~it w~re 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 

in U.S.-Israeli relati'ons, officials rule out any action 

beyond the suspension of F16 shiprrents. The administration 

so is committed to begin pushing soon for congressional 

ceiproval of the A~ACs sale to Saudi Arabia. 

* On Eg§!=!~2!_!r2~g, a meeting of the Coordination 
. . 

Co~mittee of the Consultative Group of NATO (fQ~Qt). Th1s 

grout will meet in the fall--late September or October--to 

revise the current list of prohibited items of trade with 

the Soviet Union. Nau says it will be the first high-level 

CONCOM meeting in 20 or 25 years. Attending will be 

officials from the ''subministeri~l'' level who can make 

policy decisions. What the United States wants to get from 

this meetings is a ban on ~xporting Western managerial know

hcw with the Soviet Union, according to ~au~ ''We got into 

A let. of big projects in the 1970s, '' say·s Nau. "The 

(MORE) 
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Soviets have had a lot ~f contract with ~iddle-rnanagement 

..?",rsonnel from the West. We want to look at these exctanges 

tbat icvolve a long of cooperation on know-how and 

organization.'' Ee adds: ''It also may be thQt we're 

controlling things that we don't need to control." 

·The U.S. also has pledged to help West Germany find some 

alternative t6 depe~dence upon a proposed natural gas 

pipeline. ''The idea was to get some senior officials 

tcgether quickly,'' says Nau. 

* On ~~~!=~~~1-1r~~~~-development under GATT of an agreed

u~on ''catalogue'' of impedirn~nts to free tr~de. This would 

involve the first full ~inisterial meeting under GATT since 

the beginning of the Tokyo round. The meeting is expected 

tc be held in the fall of 1982. The subject also will co~e 

/"""'.. at an CECD meeting in June, 1982, because that 

_prga~ization is now preparing a study on trade i~sues. Nau 

says tbe GATT meeting will have two objectives: (1) To 

pr~rare an agenda 6£ trade issues for the 1980s--''what 

issu~s to attack next'' and {2) to evaluate ''where we 

stand'' on the current multilateral trade agreement that 

was corr.pleted in 1979. He views this meeting as the start 

of a ~bole new round. 
,, vii 

We are no~ where ~e were in 1971-72 

before we defined the Tokyo round,'' he says. Just as East-

~est trade has changed, so has west-West trade. Nau says 

the ne• subjects include trade in services and investment 

requirements now imposed by some countries on importers. 

* ~ims control·. Under pressure from the Europeans, Haig 

(MORE) 
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has prorrised to meet with Gromyko in the fall to atrange 

e start of negotiations (sometime mid-~ovember and mid

Dece~ber} on a reduction of theater nuclear forces. The 

Europeans clearly expect this to lead to wider arms control 

~egotiations. Reagan's stated goal is to obtain a true, 

'~verifiable'' reduction in arrrs. 

* For the !b!rg_~2rl~. more private investment stimulated 

by U.S. government policy. This includes further 

de•elopment of a Carribean basin plan in conjunction with 

Mexico, Canada and Venezuela. The Carribean basin plan is 

exFected to include tax incentives to investors, guarantees 

against expropriation and trade concessions to give poor 

states more access to 'North American markets. Nau says the 

u~corring meeting in Cancun, Mexico, in October will force 

f""\e adrrinistration to develop rrore detailed plans for 

.~arrying out this idea. No specifics have yet b~en worked 

out._On global negotiations, Nau says the communique does 

oo~ 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 

program. Flus, the U.S. has a commitment to do whatever 

pcssible to convince OPEC countrie~ that they have a 

responsibililty to invest in the underdeveloped countries 

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

* On the ~Q!!~-~£QEQ~Ii_frequent_consultations with the 

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

(MORE) 
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economic policy that might effect them. Nau says there is 

~ s~ecific meeting or structure planned to · accomplish this 

~ask. Re says it sim~ly marks ''a chan~e of direction'' in 

meetings of finance ministers. He says everyone expressed a 

desire ''to consult without creating a new group of seven--a 

desire net 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 be had done more consulting with U.S. allies earlier 

tbis year while he was prepaiing his economic program. 

* On Y~§~-~£QgQmi£_~Q!i£Ii_fast enactment of the Reagan 

budget and tax cut. Ac~ording to Treasury Secretary Regan, 

tbe Europeans were telling him that they'd like to swallow 

is medicine as fast as possible. For exa~ple, Regan 

r ecalled that Thorn's parting words to him were: ''Hurry it 

u~, would you." If . Reagan's policies do not produce 

re~ults before the · end of the year, the Europeans will be 

applying even greater pressure on him to alter his course. 

* More ~gI~Q~~l-4i~lQm~~li Reagan will ~eet again with 

Mitterand on October 18 in Williamsburg, Va. This meeting 

was arranged during the summit. 

* On !£1~~~i_more economic aid--plus a· decision to pressure 

tbe Eurc~ean 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 Soviet invasion. 

Also, the U.S • . is already deeply involved in efforts to - . 

(MORE) 
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reduce Poland's debt. 

r--- *On ~grrgri~~~-the United States has agreed along with 

the others to cut off airplane flights to countries that 

harbcr terrorists. The ·u.s. was surprised when France went 

~long with the decision to cut off all flights to Kabul. 

· * an2!h~r-2~IDGi! next year in France--probably not Paris. 

Acccrding to Nau, Mitterand expressed a desire to limit the 

participation of aides even further in the next summit. 

Reagan's apparent success at this summit ~ay give him more 

ccnfidence at the next one. 

-~2!s1_Q~gj~~-frQm_~~~£~~~-~g~-~~~-1g_1g!~_mgmQ_~~rg_ 

Irgy1~s~-~~-]~g!r2~a~~-~2_£!!rlQ~!i2a_~1~£~gi 

(END) 
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P.ecent events in the Middle East have put a severe strain 

on U.S.-Israeli relations and presented President Reagan 

with his rrost 'difficult foreign policy challenge to date. 

The Fresident feels ''frustrated'' by Pegin's actions, 

Deputy Press Secretary Larry Speakes told us on backround. 

As Reagan recently told his advisers, ''That fellow sure 

riakes it awfully hard for us ·to help him.'' 

Yet . there's no indication at the White liouse that Reagan 

intends to alter U.S. ·policy toward Israel. White House 

aides strongly reject the notion that this has created a ,......... 
watershed'' in U.S.-lsraeli relations. No other action is 

c~lanned beyond the suspension of the F16s. Altho~gh 

Reagan's advisers are critical of Begin, the President 
. . 

remains a staunch defender of the Israeli prime minister. 

~hen Eaig announced the suspension of the F16 shipments 

en ~cnday night, he carefully avoided any criticism of 

Israel. He said the shi?ments were being suspended because 

of the ''escalating cycle of violence'' in the Middle East. 

Ee also declined to link it to Habib's eff.orts to win a 

ceasefire. ''This decision is not related in any way to the 

discussions of ambassador Habib," he said. (Officials 

later aduitted that Haig sent a note to Begin on M~nday 

• rnin~ that threatened the · suspension of shipments of F16s 

unless be agreed to a ceasefire.) 

(MORE) 
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Nor would Baig say under what circumstances the 

spension would be lifted. · ''I don't want to establish 

ccnditions," he said. ''I think the situation bas 

escalated to such a degree that the President felt it would 

~ave been highly inapFropriate to send additional armaments 

into the area while this level of violence continues until 

tbe situaticn ·clarifies." 

The decision was made during a 20-minute meeting in 

Reagan's suite at Chateau Montabello. Haig announced that 

it was unanimous among Reagan's advisers. According to 

Larr~ Speakes (on backround); Allen was the last to agree 

to the suspension. Wein~erger had been the first to propose 

the sus~ension. Haig ~oon agreed. Once Meese came around, 

he became a ''hard-liner." This conv{nced Allen. 
,,.........,_ 

On Wednesday, several administration officials took it 

. ~~on themselves to send additional signals of displeasure 

to Israel. In addition to the statements by Clark and 

We~nberger, the Wa~hington Post's quote about a 

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

S~eakes 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 horse ack riding Wednesday afternoon, he reminded 

reporters t at Israel also had been the victim of shelling. 

morning, the White House had changed its tune. 

Chief of Staff James Baker told the Spirling 

~eak;fast t day: · ' 'There is· no change in ·the fundamental 

(MORE) 
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relationship between the United States and Israel. To the 

~tend that · Clark and Weinberger wer~ making value 
. . 

judgements on Begin they were speaking for themselves. To 

tbe extend that they were speaking for moderation in the 

r iddle East, they were spe~king for the adr:inistration." 

· ]aHer insisted there has been ''no conscious decision to 

steF out and criticize the Begin government." But he also 

indicated that Begin has not heard the last of this matter 

in ' private discussions. ''criticism of a foreign head of 

state is more appropriately conducted through private 

diilcmatic channels," said Baker. 

Asked why the U.S. had not halted other weapons shipMents 

to the ~iddle East, Biker noted: ''The F16s have a symbolic 

i~portance or value that the other equipment does not 
........... , , __ .:. ve • Ee also acknowledfed that ]egin would have gotten 

.. ~be ·FlEs had he not bombed Beirut. 

__ There are three possible reasons for this sudden change 

ln . tone: (1) Reaga·n told his advisers to stop criticizing 

Be€1n, (2) administration officials became satisfied that 

tbey had ~ade · their point or (3) reaction from the Jewish 

ccrn~unity freightened them. Baker said the White Eouse has 

teard from some Jewish groups. ''We've heard that there was 

scrne uneese about a deterioration ·of relations," he said. 

Other items from Baker: 

* ~~frl!2~~-The right-wingers are demanding a ''si~nal'' 

fro~ Reagan that he's still opposed to abortion after the 

/'""X Conncr nominaticn. Baker · is ready to o·blige. "How that 

(MORE) 
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signal will be sent as to legisl~tion is still under 
1'-.'. vie'fl," he sc.ys. ''The President has take~ no position 

yet on the Fast bill, yet -he had said that the problem 

~culd be solved by a legislated definition of when life 

b i 
, , 

. E€ n S. 

· * ~-1~lgy1~gg_§~s~~h~_The President has inquired whether 

the networks wculd be willing to carry a televised speech 

in sup~ort of his tax cut. Three options are under review: 

(1) A sfeech on taxes followed in about 1e days by a speech 

on Social Security; (2) one speech on both, or (3) a speech 

just _on Social Security. Only one network agreed to go 

alon@· 'ftlitb Reagan's ea~lier request for television tine to 

speak out on budget reconciliation. The speech on Social 

Security will co~e during the August recess. 
r-o.. . 

* T2~_££1~_The President is counting on 18 conservative 

. ~errocrats to vote with him on taxes in the Bouse. Referring 

to the Ways and ~eans Committee, he sc.ys: "They've come so 

fa~ ever (to Reagin's point of view), that people are 

suggesting that we ought to take that package, declare 

victory and go home." But he adds that Reagan will 

cc~tinue to insist on his cwn bill. ''If he's going to be 

denied that third year, the temocrats ought to be 

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

(END) 
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__ Fuller, who reflects Ed Meese's thinking, suggests that 

·there ~ill be a change in U.S.-Israeli policy unless ~egin 

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-

escalation of the fighting. If it continues to escalate, 

we're going to be hard-pressed to simply watc~ without some 

shift in policy. You have to look a little differently at 

0 a:pcns. systems in view of how they are using theri. '' 

He notes that · many Jewish leaders are having ''an 

increasingly difficult time'' supporting ]egin's actions. 

''That's how we all feel,'' he adds. ''I hope they realize 

hew rr.uch they are hurting the good will toward Israel." 

~~~-~QID~r~m1~~~-Conable-Rance II, the co~prornise bill 

that is being worked out in negotiations with conservative 

Democrats today, will be drafted over. night at the Treasury 

Departrr.ent and introduced tomorrow. Many special interests 

have been satisfied--independent oil producers, small 

business, farmers. Quoting another White Eouse official 

- (~resu~ably Meese), Fuller says: ''It's not just a 

~ristmas tree--it's more like an entire forest.'' The 

~~mpromi se was designed both to firm up the 18 conservative 

(MORE) 
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Democrats now committed to the bill and to attract others. 

~yrrmi!~_Fuller, vho went to the summit with Reagan, says 

the Fresident and the White House staff probably spent too 

~uch 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 s~m~itry 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. 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 ~resident was clearly quite comfortable with the 

cussion.'' 
. 

Overall, Fuller was surprised by the harmony of the 

meet1n€. ''I thought it might be more strained than it 

was,'' be · 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, according 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 negotiations. 

~£~1a~1-re!1~g~1_Fuller says Meese was furious about our 

cabinet-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 traditional." 

(END) 
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July 24, 1981 

FROM: RAK - White House / 
MLS, LT, JF, BFP,~ JWM, GP, -- JG, DCB, LH, SJF, RAK, PA, PGH, TO: 

LJL 

RE: Casey and the Middle East 

' 
The White House, at least public~ding firm behind 

CIA Director Casey. Twice today, the President restated his 

public support for Casey. 

Reagan said, ''We are cooperating fully with the Senate 

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 Senators 
? 
• 

Goldwater and Majority Leader Howard Baker. Baker also has 

received phone call3 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 investigation 

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.-je are trying not to interfere with the 

process. We believe the process should go forward.~e 
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 ,. 
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. · 

ImmigFation plan. Gergen said the administration does 

not expect to announcj{he 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) 



ST ORY:GERGEN 
:1 A.: fi0. FMT : 

OUEUE:CWF~cwF MSG: 
HJ : INI: OPR:7 

TO: MLS, LT, JF, DR, BFP_, JG, JH, JWM , GP, DCB, LR, SJF, 

?A, PGH 

FROM : RAK 

I happened to be in Gergen's office last night when CES 

opened with its report that Senator Goldwater was urgin~ 

Casey to resign •. Gergen paled, to say the · least , a~d 

immediately picked up the phone and called Jim ]aker to 

tell him to turn it on. lie also called Friedersdorf. Ger~en 

claimed that the CBS report was unexnected (even though he 

insisted that we interrupt the ivu to turn on the TV), and 

said. that Goldwater had not relayed his sentiments to 

th~ White House . I couldn't get any real feel from Gergen 
.· . 

as to how serious he regarded Goldwater's call for 

resignation . ·But Gergen clearly couldn't wait for me to 

leave his office. With the President facing one of his most 

critical chall~nges next week in the House vote on the tax 

bill, I don't imagine the White House will tolera~e much 

l onger the liab~lity that Casey bas become. A weeke~d is 

often an ideal time to release bad news. 

l~t~~l~ Gergen offers little defense for the chorus of 

conflicting views expressed ·by White House officials this 

week . regarding Begin's raids into Lebanon . ''I ~ish 1 could 

Sf"\ it . is a coor_dinated 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 Allen--believe the U.S. 

should take stronF,er action . against Israel. But the 

President remains adamant in his defense of Begin. 

Ger~en referred me to an op-ed piece Reagan wrote for the 

Washington Post in 1975, in which he outlined his strong 

support Df Israel as America's ''strategic ally'' in the 

Middle East. 

Says Gergen, ''The President's been very consistent dver 

the years in the view that the I~raelies ~re our very 

staunch and loyal allies ••• Re was very reluctant to the 

stop the F16s. He has been consistent in trying to avoid 

any harsh attacks on Begin and has been very sympathetic to 

Israel's position ••• Ee's also concerned tbat the ~ress is 
,,.-.. 

~ .reading ~hat we're doing as a harsh attack on Begin ••• I 

think . what you're going to see is that Weinher~er and Clark .· . 

will have very little to. say on this in the future." 

The conflicting positions expressed publically by 

Weinberger a~d others are the result of Reagan's refusal to 

enforce within .the White House chain of command his own 

benign view of Begin. Reag~n's sometimes passive ~tyle of 

l eadership--his unwillingness to down the law firmly to his 

own senior advisers--is to blame for the conf licting signals 

emanating from the administration t his week. Gergen 

predicts, as have others at · th~ White House, that the 

? res i dent's view will ~revail in the end, ho~ever, arid that 

Whit~ House ~ill not take any harsh action against 

Begin. · 

(MORE) 

?AGE: 2 



STORY: GERGEN 

I!!_f1f~1£ The tax bill that the White House will make 

nublic today will include indexirig at the end of the three-

year, across-the-board tax cut. Gergen said Rea~an intends 

to deliver a TV address from the Oval Office on · Monday or 

Tuesday night. 

Gergen also expressed concern that the administration's 

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

'84 vill be impossible to achieve • 

. (END) 
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MA:60 FMT: 

' QUEUE'.:LWX-LW 
.HJ: 

TO.: MLS, LT, THH,~, .JG 

FROM: LW 

RE: Revised Reagan tax bill 

MSG: 
INI: OPR:LW 

The Reagan Administration on Friday unveiled yet another 

revision of its tax ·reduction plan. The White House hopes 

to get this plan through the Rouse intact as an alternative 

to the Democratic-backed House ~ays and Mea~s Committee 

bill. The new bill follows the general theme of the earlier 

Reagan plans but adopts some of the features added by the 

Senate and the House ~ays and Means Committee. Tax 
r--.. 

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

win support. 

The White House is goi~g along with the more favorable 

treatement of estates and commodity tax straddles voted by 

Ways and Means while agreeing to a Senate-b~cked reduction 

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

exemption starting in 1985 for iriterest from savings. A 

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

backed by Senate and Rouse, is also supported, as is ~ore 

generous · IRA provisions adopted by the Ways and Means 
. 

Comrnitee. On the other hand, the Administration rejected 

Ways and Means-supported marriage penalty relief t~at goes 

, A_e yon d the pr e vi o u s · Adm i n i s tr a t i o n pr op o s a l • Al s o r e j e c t e d 

were Ways · and Means proposals for an overall cut in 

corporate ·tax rates, one-year depreciation write-offs and 

special tragteted aid to six depressed ~ndu~tries. 

; 07 /24 '17 : 00 
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Among the new provisi.ons 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 fr-Om 70 to 50 percent, as 

proposed by Ways and Means. That's in addition to the 

bigger tax credit already supported to exe~pt estates worth 

up to $600,000 from tax. 

Indexing of tax brackets to automatically adjust the~ for 

changes in the consumer price index--starting in 1985. 

Americans working abroad would get a full $75.000 

j ~emption from U.S. tax, rising gradually to $95,000 in 

1 198e • . That'~ si~il~r to the Ways and Means version and is 

i~come even if a taxpayer takes the standard deduction and 

doesn't itemize deductions. That would phase in by 1986 and 

be limited to $100. 

Persons age 55 or over will get a one-ti~e tax exemption 

of $125,00.0 on the sale of a house, up from $100,000 now. 

Others will be able to defer tax on a gain if they buy a 

new home within two years, up from 18 ~onths now. 

Some of the changes seem obscure: Woodburning stoves would 
l 

.ualify for the first time for energy conservation credits. 

The Administration is looking .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 briefing. 

Ee expects a completed bill to be on the president's desk 

in the first week of August. 

Reagan said the Administration won't ask the Senate to 

just adopt the House plan without going to conference to 

resolve differences between Senate and House bills. And, he 

said it is ''possible'' that the White House would lobby to 

knock out in conference some of the provisions in the new 

alternative Bouse 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 

..__ at. He repeated that such a tactic is ''a possibility'' 

though not ''a probability." 
-

Regan freely admitted that changes are being made to get a 

White House bill through the Rouse by targeting _extra tax 

breaks to woo Democratic lawmakers • . Included is a reduction 

in the windfall profit tax on newly discovered oil and 

other oil tax breaks. 

Regan .insisted that nothing that has been added violates 

any of President Reagan's tax . principals. Ee also insisted 

it was ''a· cleari bill'' in comparision with past tax 

legislation. 

Moreover, he i~sisted that the Reagan Administration has 

tood firm and it is the Democra ts who bave compromised and 

.. ,oved closer to the Republican tax plan. 'What the White 

House is d-0ing, he said, is simpl~ incorporating measures 

that were being saved for a second tax bill . into a broaier 

PAGE: 
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first tax bill. Expanded IRA eligibility, reduction of the 

marriage pe~alty and reduction of the 70-percent top tax 

rate on unearned income are examples, he said. 

And a second tax bill could still follow next year, Regan 

said. He didn't provide any examples, however, of what 

might be in such a measure. 

To sell the new bill, President Reagan is plannin~ 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 

Re~urces, Inc., economic model, to show that the new White 

Hou~e-backed bill will produce ~ore new jobs, less 

unemployment, greater economic growth and higher disposab~e 

income for middle-income families than the iays and Means 

Committee bill. But there was a big catch~ Regan would only 

compare the ~-year White Bouse tax plan with a 2-year 

Democratic plan. He insisted that the De~ocratic plan for a 

third year of cuts only if triggered by positive economic 

performance was a ''maybe'' thrtee-year cut while the 

Administration's plan was a ''certain'' three-year cut. 

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

(END) 
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Frorr: s jf 

!rg~ig~H!_B~sg£g~~-lg~_f!gh!_2g~_2!ggr_Q~!!~r~~ 

The President still does not have enough votes to pass 

his tax bill in the House, although momentum seems to be on 

his ~ide. ''It's going to be a tough and close one," 

Reagan said today. 

According to David Gergen: ''The margin is less · than 10 

and closing. There are . indications of shifting toward the 

President.'' It is so close, Gergen adds, that Eouse 

Speaker O'Neill bas arranged for Representative William 

Cctter, I-Conn., to be brought to the Capitol to vote en 

jtefdnesday--eve~ though he is dying of cancer. 

In an effort to close the gap, Reagan was meeting with a 

tctal cf 43 members of_ Congress on Tuesday--sorne 

individually and some in groups. Some Congress members who 

already ·support the President are simply getting their 

pictures taken with him in the Oval Office. Others could 

expect a· strong sales pitch. Of the 32 who ·~:ere getting the 

sales pitch, 30 were Democrats and two Republicans. 

Telephone reaction to Reagan's speech, as reported by the 

Whit e Bouse: 2,473 in favor, 533 opposed. Telegrams: 642 in 

favor, 67 opposed. 

Gergen, at Tuesday's breifing, took strong exception to 

O'Ne il l's charge that the President's tax bill favored 

/'"""\op le with incomes .over $50 ,000. Says Gergen,' 'The Speaker 

is serving up a fair amount of good blcrney." 

(MORE) 
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t§~!!:2!!!!_!:~~1.g!!§!1Q~.:. 'rhe White Bouse announced the 

signation Robert Neumann as ambassador to Saudi Arabia. 

There are rumors that Neum~nn, who was deeply involved in 

the transition, disagreed with Haig over strategy on the 
. . 

~WACs sale. His letter of resignation cites ''personal 

reasons.'' Gergen insists there were no disagreements over 

pclicy. He says Neumann was not fired and hints that the 

resignation had something to do with the health cf 

~eumann's wife. Neumann will continue to work for the 

State Le~artment in Washington as a full-time consultant. 

Ee is being replaced in Saudi Arabia by Richard Murphy, a 

career foreign service ~fficer who is currently concluding 

an assignment as arnba~sador to the Philippines. 

~Qf1§l_S~~Yri!~~-Fresident Peagan was deliberately 

_ .aying with words on Monday night when he pro~ised: ''I 

.~ill not stand by a see those of you who are dependent on 

Social 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 

net true. ~any c.ur.rent rece.ipients will lose benefits by 

eli~ination 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 

''you've worked so hard to earn," White Bouse officials 

!""""\a s c.ned that Beagan va s exc 1 ud ing the people who rely on 

(MORE) 
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the ~inirnum and have no~ actually ~gr~~~-it • 

.r"\Gergen denies reports that the elimination of the ~inimu~ 

benefit ~ill deprive 3 million poor people of their 

benefits . Ee argues that only 300,000 people ~ill suffer as 

a result of the elirr.inction 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. 

Y§~21i2~~-The President's California vacation, which 

begins on August 6, is somewhat open-ended now. Originally, 

it was scheduled to end on August 29. Now they're talking 

atout · stying until Sept~mber 2 or 3. And scne people think 

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

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

~ headquartered at the ranch during most of Augst, making 

_9ccasional trips to yet-unannounced places. ~y research 

indicate s this is the longest presidential vacation on 

re~ord since Nixon spent 31 days in San Clemente in 1969. 

~~2gz~_Notbing new on the Casey affair, except that ~eese 

and Casey met . on f":onday. 

(El\D) 
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!.Q~l>X.1Qg_f.Qr_B~sg£!!~2-1~!-£"£!.:.. 

_ Paul Dietrich, executive director of the Fund for a 

tecser~ative Majority and its lobbying arm, Qitizens for 

Reagan , says the white House is orchestrating lobbying by 

outside groups with amazing precision. 

Fer example: At about 5 p . m. Tuesday, Dietrich received a 

telephone call from Lee Atwater · (a Nofziger lieutenant) 

instructing .him to buy extra radi~ time in the districts of 

three Lemocratic holdouts--Ed Jones and William Bonner of 

Tennessee and Allan Swift of Washington State . At the same 

time, At~ater told him to cancel radio advertising in the -
~strict cf Charles Hatcher -of Georgia, who apparently was 

ccming arcund to the President's bill. ''We just keep 

adding and subtracting whenever they tell us to," he says. 

Dietrich says so~e fa~ily-owned radio stations are 

offering to run their advertising sp~ts without charge, or 

at reduced rates. These station owners have expressed 

support fer Reagan's tax plan, particularly as it ~pplies 

tc de~reciation and estate taxes. (On this sane thene, 

Reagan got a warn greeting yesterday when he called a rccio 

talk show in Tyler, Tex., seeking· support for his bill . The 

talk sho~ host asked what their station could do to help.) 

Dietrich's grou~, which has spent a total of $102,000 on 

~die corn~ercials sup~orting Reagan's tax lill, also is 
. . 

buying newspaper advertising along with other conservative 

(MORI) 
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grou~s s~ch as the Young A~ericans for Freedcrn end the 

~erican Conservative Union. Be's also activated a 

tele1hone tank, _ using 18 full-time ~orkers io call 
. . . 

contributors in key ~istricts (~ostly Texas) and 

instructing them to call their congressmen. His telephone 

bank h~s been operating from 9 a.m. until 11 p.m. earh day 

since Friday. 

(END) 
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~he followin~ r,aterial co~es frorr a backrounder with David -----------------------------------------------------------
~grgg~~-£~r_!g!§r1!g!_~~~-£Yl-~h2r!_~I-lh~_gQy~~-Y2!g 2~

!~ g!;! g .a 9:2i_ 2 f !f .tn.Q .9!!.!._~g!!_i!!~ 1£1.!!Jgg,!_'.DH!.!:.S!i~LY_!!)Qr!!!!!g.!. 

Feanut subsidies and minimum Social Security benefits 

~ere two items involved in the trading with members of 

Ccngress for votes on the tax bill, according to Gergen. 

Georgia congressrr.en won concessions fr.om Reagan on peanut 

sutsidies. Gergen was vague rin the details of this deal, 

erce~t to say that he thought the President had egreed to 

~o along ~ith a Eouse ·version of legislation providing for 

}eanut sucsidies. 

~ario Biaggi struck a deal involving the minimim Social 

. ~ecurity benefits. According to Gerfen, Reagan agreed to 

clter his proposal for elimination of the mini~urn benefit 

to assure that ''truely needy'' people will not suffer. 

Gergen credits Reagan's televised speech with turning the 

tide on the tax bill. He denies reports that the location 

of defense facilities also was involved the bargaining. 

QErggn~a_!rQg]l~2~_As RAK explains in a separcte memo 

from Wednesday's briefing, Gergen ·has gotten himself in hot 

water with the White Bouse press corp for lying about the 

heumann resignation. Be's ve~y upset about it, and in~ists 

th a t he w a s v 1 c ti mi z e d by the S ta t e Depa r t rr.e n t • He · s a y s 

~ig .and Clark . insisted that the Neur.ann ·resignation be 

announced by the White Bouse because he ~as a presidential 

(MORE) 
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~rpcintee. But he says \hey refused to give him adequate 
,........., 

.formation about the backround of the resignation. (Gergen 

also was a fool to repeat -that silly story they told him 

abcut ~eu~ann's wife b~ing sick.) What made Gergen ever 

~n g rier: After be tried to salavage his credibility during 

the briefing on Wednesday , Clark then called the President 

to corr.plain. 

(ENL) 
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The ~econd install~ent . of this week'~ · beckround session --------------------------------------------------------
!11h-~§1is_~~rg~£1 

__ the one majcr decisicn that President Reaga~ intends to 

make during his vacation involves weapcns--the E-1 bomber 

and the ~X missle. Also while in California, be:11 probably 

launch hi s camraign for congressional approval of . the sale 

cf AW ACs to Saudi Arabia. 

Reagan will spend nearly a full month in Calfornia, 

arriving on August 6 and leaving shortly before Labo ~Day . 

~ c president has taken a ~onth-long vacation since ~ixon 

sferit four weeks in San Clemente in 1969. Fer this reason, 

~ite Fouse offi.cials are reluctant to characterize it as a 

vacation. Gergen's eupheffiism:''Rest period." Yet it's not 

a case of Reagan going on vacation and leaving the 

~c vern~ent in the hands of his subordinates. ~ ost top 

~b ite Fouse officials will be taking· vacations of their own 

during the month of August too. 

Even tbcugh Reagan has declined to designate his ranch 

rea r Santa Barbara as the ¥estern Wh ite Reuse, Pancho del 

Cielc will be the ce nter of r,o vernrnent durini the nontb of 

Aufu st. Seven te~porary buildin? S· have bee~ constructed on 

tbe ranch at a cost of $750 , 0~0 . Twenty ~bite Ecuse 

staf fe rs will a cccMp2ny Rea~an to California, ~ot including 

~curity people. Cne· of the ''Big 'Ih r ee '' wi ll be there at 

all tir.es. ?hose White Fouse people stationed at Santa 

(MORE) 
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3arbarc -during August will fnclud.e c. skeletcn crew from the 

' aff secrEtary's office, representetives of the press 
. . 

office and ~e~bers of the national security staff. Larry 
. . 

S~eakes will be ther~ the whcle ti~e and Gergen will show 

~F the last week. Reagan will co~municete with the White 

bcuse daily via a secure telephone. A small jet plane will 

carry fapers and people from coast-to-coast every few days. 

Back in Weshingtcn, the Vhite Reuse will be virtually 

.stut down during Au~ust. ~eese , Eaker and Deaver will be on 

vacation when they are not out at the ranch. Gergen will 

take two ~eeks off before going to Santa Barbara . Others 

will de the same. The amcunt of paperwork flowing to the 

President during this period will also be limited. ''We'll 

keep the paper load down," says Gergen. - The s~cond week of Reagan 's vacation will be spent in Los 

!rgeles . Activities there will include meetings with 

cabinet ~embers plus political and social events. During 

the rest of the month, his activities at the ranch will be 

lir.ited to reading the daily nationa1 security briefing 

papers, meeting with aides, signinr papers and reading. 
. . 

Mcst of his reading will be devoted to tte weapons issue. 

E~t so~e of hi.s reading will i~volve decisicns he must make 

when he returns . to Washington ·1n early · September. These 

include: Social Security, Votin~ Rights Act, a law and 

Order package, volunteeris~, the Middle East, T~F and 

preparations for Cancun. Gergen notes it's ''a mor~ 

~ffused agenda'' than Reagan has faced thus far in his 

(MOR~) 
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presidency . ''! lot of things have built u~ while we've 

0 en concentrating on the economy , " he says. 
. . 

Reagan will leave California on September 2 or 3 and take 
.. 

two ·days coming back _across the country, making several 

stc~s i~ the Middle West . 

1hg_~~~gx_affsir~_Gergen notes the first reaction of White 

Ecuse cfficials tc the Goldwater staternert was to put some 

distance between the President and Casey. ''The. White Eouse 

.was being cautious , " . be says. ''We were'nt sure what we 

kere dealing with." But by last Saturdey , he says , ''~e 

reached the ·bcttom of the barrel and fcu~d nothing there.'' 

As a result , he says , ''we strengthened Get defense--we 

decided we could not leave hi~ hanging out there . " Still , 

t~e · Frcsident himself never got involved in defending -. 5ey . Chief of Staff Jenes ~aker carried the ball for the 

Wbite Eouse by telephoning members of the committee . Gergen 

bla~es the ''old boy netwo!k'' of retired CIA cfficials for 

stirring up the mess . Now, he says, ''it's funda~entally 

·over." ~o bard feelings are express~d tcward Goldwater, 

althcugb there is some speculation that he was prcbacly 

drunk during his late-night press conference . ' 'We found 

that eJ:iscde p_uzzling to · say the least," says Gergen. 

~1f£~m§TI=~~~§r~~~-The Synfu~ls battle described in 

today's ~ ashing ton Post is o~ly the latest skir~ish in a 

tunning feud between Stockman and Edwards, according to 

Gergen. Ibe t~o men also have clashed over proposals to 

~ovide government funds to the Three-Mile Island power 

{MORF) 
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ccl"":r,an;y '€.nC: the :Barn~·ell, ·s .c., nuclec:r rE-r•rocessing plant . 

wards won on both Three Mile Island and Synfuels, but 

lost on Barnwell , according to Gergen. Wh ile there is so~e 

per~onal ani~osity between the two me~, the feud reflects a 

ston€ feeling arnonng O~B officials that Edwa rds and hi s 

fECFle · are incomFetent. 

~~~-Yi£1Qrx~_President Reagan is carefully trying to 

avoid r.lair,ine personal credit for yesterday's yictory. The 

. reascn: Republican congressional leaders were furious that 

Reagan got all the credit for the bud get victcry. 

< 
(END} 
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The followin~ material comes from a oackround sessio~ 
-------------------------------------------~----------

~~1b_J£m§~-~~-l~f§r_llli-~hi!~_EQ~~~-£h!gf_Qf_2!£ff1 

_ One unna~ed Eouse De~ocrat who voted for Reagan' s tax 

bill -got a hand-written letter fror th~ President promising 

tc veto any bill imposing a windfcll profits tax on natural 

·gas. Another, Boy ~yson of Maryland , rot a letter s~ying 

"'thanks for your help- on the estate tax." 

Beker also ccnfirms that the President cut deals with 

ccngress~en on peanut subsidies and the ~inimur Social 

Security benefits. But in all of these cases, he insists, . . 
~e Fresident never give anything valuable away. The letter 

tc Iyscn was harrnle.ss. The President hc:s c:l..,,.ays opposed 

windfall ~rofits tax on natural ga s. The President simply 

~ssured rario· Biaggi that no truely needy person would be 

deprived of incone _by eliminating the rinir.um Social 

Security benefit. And he was only ''facing up tc a fact of 

1 if e" when he endorsed the Rouse version · of peanut 

subsidies to win over Georgia congress~en. 

There ~ere n~ other de~ls, he insists . ''We didn ' t 

F ro~ise net to close any bases and we lid~'t premise to 

kEep refugees cu~ of any state . Plus, we don't call the~ 

deals -- it's ccnscensus-building." 

Treasury Secretary Donald Reagan indicated earlier that 
,.,.--... . 

. mitistration might try to eliMinate some provisions of 

the co~promise Eouse tax bill in conference. Put Baker 
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denied fbis toe . ''rest of what's in there represents a -
~rrrritment ~Y the Fresident--even the straddle , " he says . 

''credibility is very important in this town • . we ere not 

~oinE into conference and take positions that are 

inconsistent with positions the President has taken . " Eut 

he add s that the White Rouse · does not control Senator Dole, 

~ho ray try to eliminate the commodity. straddle . 

The ciggest deal that P.eagan made with these congressnen 

· involves tte 1982 election. About 20 conservativ~ D~ffiocrats--

a grcup Eaker calls the ''hard ~ore''--wi~l ~ct be opposed 

by the President when the stand .for re-election. ''There i s 

nc way he ' s going to get on Air Force One and got in and 

ca~paifn in the district of a Phil Gra~m or a Kent Hance , " 
. . 

~ys Eaker . ''But he will sign fund-raisinr letters to be 

used by the ReFUblicans in those districts." 

£!g.§g.§g_:a_Y,g£§1!Q!L!.-T.he White Reuse wi 11 ce virtually shut 

down while Reaga~'s in California. ''We're riovi~g the whole 

operation out there , " says Baker. Reagan will d~cide the 

MX and :B - 1 bomber questions . while in California. Fe· will 

also make up his mind on the Voting Rights A~t and Clean 

Air Act during that time , if not sooner. Reagan will hold a 

Cabinet meeting and a Na~ional Security Council neeting in 

Los Angele~ during t be second week of his vacation . It is 

''entirely possitle--but not certain'' that thE President 

~ill clso hold c ~ews conference in Les AL€eles. 

Lea ver will be in San ta Barbara with the President durin~ 

e first ~eek. Meese will be there the next two weeks . 

(MORE) 
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Baker, _ ~be bas rented a house on the Gulf in Texas fer most 

. tbe ~cntb, will not go to Califcrnic. until P.ueust 27-28. 

The events of · the past few weeks have cor.pletely 
. . . 

exhausted :Baker. Eis ·eyes are puffy and he looks very 

tired. He's obviously quite anxious to start vacation. 

''There's no question, in a job like this you do tend to 

burn -cut," he says. His vacation plans are sir.;ple. Ee will 

sleef late, drink a bloody ~ary an~ spend the afterr.oon 

fishing. Ee will do no work, unless necessary. Ee does not 

know where Deaver and ~eese will go for vacation. 

-~£gr!1Q~~-Reagan will endorse an antiabortion bill this 

fall, but it will not be a ''high priority in{tiative." 

Baker views abortion as the toug~est social issue facing 

~agc.n. _"The President is very pro-life, very anti

aborition," says B~ker. ''His commitment is very clear. 

Irnt be cc.n't get cut in front. It's too devisive." 

§Q~lsl_~gfyti~~~- No decision has been made about the 

President's promised Social Security speech. Faker wants to 

delay it until September, even though the President is 

itching to get to it sooner. The ~resident will tr7 to talk 

tbe te~ocrats into a bipartisan solution fer Social 

Security. The Democrats' · ''~eneral statements cf 

cooperation'' following the tax fight are being interpreted 

at tbe White Fouse as a sign that they mi ght wcrk with the 

President on Social Security. 1et Baker notes it would not 

·be in the best interests of the Democrats to do so. 

!gr~ig~_I9!1£X~-Many foreign policy ~atters will be 
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~cstpor.ed until Seftember. No decision bas been made on the 

; iteria for releasing the F16s to Israel. A foreirn policy 

s~eech this fall is unlikely--''no better than. a 50-50 

chance." There will .be a meeting in Los Angeles in August 

to Ilot strategy for ]egin's visit. 

F~r~QDg~!:_The President has gotten ''zero -credit'' for a 

recent i~prove~ent in hiring women and .rninorites for 

administration jobs. ''We got off to a bad start," he 

·concedes. rid F.eagan live up to his promise to recruit 

people for whorr. public· service is a ''step down' '? '' Be's 

got a lot of people getting far less remuneration than they 

get ~revicusly," says Baker, the wealthiest man on the 

~bite Eouse staff. ''compared to previous administrations, 

~ost of the people in this White Eouse at the senior level 

- dve (~) ~ore ma·turlty and (b) have done so~ething else-

acccmilished something- more than just working in a 

6a~paign," h~ says. ''This White Rouse is not run by your 

political operatives." 

1h§_~~2~i_bffs!r~_What wa s the Fresident's reaction to 

Gcld~ater's criticism of Casey. 'Querulous.'~ No one can 

understand how Goldwarter could call a news conference to 

deny a story, and then go beyond the story. 

(END) 
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