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T0: ML, LT, JF, DR, B¥P, JG, JH, J¥M, GP, DCB, LH,
PGE
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% Among other "Tinnovative”” steps the White
considering, says Meese, are jall terms for copirollers who
refuse t¢ o back to work. The government weould sesk to

il sirikers for vielating the judge’s back-to-work order.
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This weould reguire the judge’s jailing of workers for

contempt of court.

# Militery controllers may be brousghi in to assist
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ot of trem who forfeit their Jobs.’
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fhe Prosident was to meet this morning with Sscretary

A former California prosecuior, Meese is certainly the
strongesit velce within the Whiite House for tough action

ey X & T besiala oy o = -~ ] oy e o -3 1 4 1
“ainst PATCO. 3wl Reagan aiso has taken a hard line in

likely to soften 1ts stance unless the
walyzoutl worsens over several more davs. Now that the stage

kas heen set for a showdown, Reazan won't back down

No decision bas besn made. .. liore detailed
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trere is some prospect for success, Meese stressed. How the
Soviets respond to the upcoming talks on thueatsr—nuclear—

ferce reductions in Europe will be the chief criteris for

fe]

deciding whether stirzategic talks would be worthwhile.
““From the TNP pegotiations we’ll zet some idea waether the
b

Seviets are serious ahout sirateglc reductiocas...That will

provide a realistic basis as to the incliraiions of the

Soviets.””
Memse cleims that Reagan and Breghnev nave communicated

4

rezularly through personal correspondence thet ecack of them

Sds

haes initiated at differeat times., But he declined to

glavorate and admitted that it has been a couple ¢f monihs
( . . ) , -
w_ace the itwo leaders las? communicated. Whea will Reagar

“

th

pa—

and Brezhnev meet? "“We don’t have any plans to meet w

"

Priorities. Muring the next few weeks [vacation time for

setf, priorites for the resi of the year. Meese mentioned the

5

following candidates, in this erder: crime and narcotics

issues——abortion, school praver and businz.”” It is clear
a7 the White House will downplay the divisiyve social
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STORY :¥HU1 QUEUE:SJF-SJF MSG ¢

MA:6@  FMT: HJ: .. INI: ‘OPR:SJF ;GB/GS,l?igG

To: mls 1t dr jf bfp jg jh jwm gp dxb dcbd 1h fwf mfd jdn
From: s jf ' ' ' '

________________________________________________________

______________________________________________________

_____________________________________________
____________________________________________________

HES—Pp— P4 TR T T T PR PRSI

_There are a few faint signs that the stalemate between
President Reagan and the striking air traffic controllers
might be settled without a mass firing of thousands of
- workers who have refused to report for work.

 PATCO President Roberf Poli and Reagan administration
officiels have exchanged messages through third parties.
“Poli has sent us signals—-feelers,’’ says Gergen on_

4

backrourd. *‘He’s not comfortable with his position.”
A Gergen, whose quotes in this memo should be dttributed to-
" a top White House official, adds that the President would
vbe'willing to revoke the dismissals if the controllers
return to work en masse within the next seven days.
Pudblicly, White House deny any intention to give the
controllers a second chance. Although the administration
refuses tc negotiate with the strikers, Gergen notes:. ~“You
cculd argue that once they are fired, tecﬁnicall& they‘re
no longer om strike.””

‘Bonatati advises::f‘If I ;epe a reporter, I°d see some
significance ip their moving the deadline ﬁack. Maybe there

“was something afloat.”’

" (MORE)
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‘Transportation Secretary Drew Lewis will meet with
airline executives soon to work out a permenently reduced
flight schedule, according to David Gergen.

Gergen cannot predict what percentage of the flights‘will
be cut. HE notes the schedule has been tfimmed 25 percent

overall by the strike, and 5®'percent in the major

.metropolitan areas. Again, he refuses to speculate what

impact this will have on the economy and employment in the
airline and related industries.

§There's sreculation amoﬁg reporters that the airlines are

not complaining atout these cutbacks because they see it as

~a way to unload many unprofitable routes. There’s also a

great deal of animbsity between the airlines and the
ccentrollers as a result of past slowdowns.)

As of 10:3¢ p.m.. Wednesday night, says Gergen, 620
original strikers had returned to work. Only 939
termination notices were sent out, however, due to
*‘administrative delays.”’

_In discussing the situation, President Reagan confessed
for the first time that he is.a white-knmuckle flyer. “‘As

3

an old ex-horse cavalry man,”’ he said, *YIfm alwajs

T4

rried about flying. He also expressed'some"regret: I
dc feel bad. I certain take no . joy out of this.’’

(MORE)

128/26,14:25



STORY: WHUZ2

entified as a ‘‘senior administration official," told
reporters Wednesday that thé subjeci of Palaatinian
pariicipation in the~peaae process wasifaised during
Sadat’s first meeting with Reagan. But he said.the
Palestinian Liberation Organization was not mentioned by
name. Be said Sadat simply repeated remarks he made earlier
in London. Sadat apparently suggested that the ceasefire in
‘Lebanon was the first~step toward talking with the
Palestinians. Alien said Sadat indicated he had a

*“scenaric’’ in mind and he " 'described elements of this

x4

scenario. They also discussed drawing cther Arab states
into the peace process. Saudi Arabia and Jordon were
méniioned. The.two leaders spent more than 15 minutes

LY

““strategic view’

s

-ooking at maps as Sadat explained his.
of the region. Reagan opened the meeting by discusssing the

Scviet threat in the region.

came to town to meet with Sadat. Speakes received a call
from Brent Scowcroft earlier this week complaining that the
White House had not announced Ford's impending meeting with
Sadat. Fofd read in the newspaper that Sadat would be
talking with Carter and Nixon and he was miffed that his
name was not mentioned.
| After meeting with Reagan, Fcrd‘told reporters that he
-and Betty are looking forward to.campaigning for their son
} California in 1982. The former Presidert did not look
- (MORE)
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STORYIS: WhUc

very good. Eis suit was rumpled and he .obviously had a few
rartinis under his belt.- ‘

| MX._Speakes, Gergen and others at the Whifé Eouse say
that Ed Meese was the sourée of last weekend s story that
the Fresident had decided on an air-launched missle system.
fet they all deny that any decision has been made. Speakes
is miffed that whenever Meese sends up these trial
palloons, he always plays coy about it—-—-even with the White
Ecuse rress office. "“Even we can’t get him to confirm
it,”’ says Speakes.

-repeating his intention to sell AWACs to Saudi Arabia. Why?
S;eakes says the Saudis-had been demanding something in
writing, but the White House was reluctant to take that

ep prior to the tax vote.

(END)
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Fere's my exchange with Meese on the Middle East:

: Do you intend tc get any tougher on Begin?

3
=
agq

At Cur attitudes and views are well known and have been

2

we are very much interested in maintaining

/7;

sn preserving
the ceasefire in Lebanon and in preventing any other
cutoreaks of violence in the area and ia continuing the

4

reece orocess. Thelr gocd falth was mepifest in their
participation in the ceasefire in Lebanon.
by Lo yvou see the ceasefire, as Sadat does, as & step

oward segotiations with the PLO?

Mr., Begir and his government--that

;2 “President Sadat saild on various occcasions here bhoth in

the private meetings and outside that he felt that the

PIC s agreement to and observance of the ceasefire was the

fete

single most historic recent step as far as the situation

that regidn 1s concerned.
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¥
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he felt it was an important
step on which we should builéd future developments in the

peace process. OQur position is thet we agree thet it’'s an

3

nisteoric and dramatic step and we will now...and I think

that’s cbviously, we agree on that being important. Jur own
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has been that you den’t negotiate with somecne unless they

heve given up terrorism as a means of obtaining their

objectives and until...unless they reccgnize the right of

g

w

Qﬂ;rael to survive as a naticon., I°d rather not have that

-

{(MORE)

not changed. Our position of course
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attributed to me, but that is our historic rposition. Now,
» maintain thet position—-that you can cuote.

short of direct negotiaticns
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A: “There are a lot of thirgs golng right now. You've g¢t
the Begin visit coming, so I would say in order to give you
guldance for whatever you may want to write, we are
entering a period in which there is & lot ¢f opportunity
for developments in this field--that’s not for attrivution
sut for-your guvidance. A whole number of topics are going
to have to be discussed in the course of the Begin visit as
they were in the Sadat visit and fthen whetever things

folleow that. So what I m trylng to say is there’s movemeng—-

a3

noet in any way designed to indicate that we're backing away

rem cur rosition, But if I were ir your shoes I would not

(8]

hesifate to specuvate without ettributing it tec me or
anybody in the ¥White Fouse that Sadat’s feelings certainly

4

indicates there’s a potential for develcocpments. There’'s an
excellent opportunity for progress., I don’t how its going

tc come out.
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August 7, 1981
FROM: .RAK - Santa Barbara | o
TO: MLS, LT,. JF, BFP, DXB, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH,
JDN

RE: Alr Controllers Strike

The White House announced this morning that 130
additional military controllers are reporting to FAA
conérol towers today as part of the administration's plan
to phase in 2,000 military controllers for an indefinite
period. The controllers will come from a pool of 10,000
military controllers.

Spokesman Larry Speakes said the additional military
personnel bring to 8,497 the number of controllers working
today -- about 40 percent of normal manpower strength. Of
the total, about 500 are military controllers, and about
1,200 are nonsupervisory personnel. Speakes suggested the
military personnel could remain on duty as long as 21
months, until new civilian controllers are trained.[zii"FAA
today began processing ''thousands'' of new applicants for
controllers jobs, Speakes said. He restated the
administration's position that any controller without a
legitimate excuse -- such as sickness ar vacation -- will
not be reinstated. There is no indication here that the
White House will soften its position.

Air traffic will be frozen at 75 percent of capacity
until September 8, when a six-month plan will be put into
effect after consultation with the airlines. The

administration also will meet with the airlines next week



Page - 2

to discuss their economic problems resulting from the
strike.

Tax and budget bill. The White House has tentative plans

for Reagan to sign the budget and tax bill/in a ceremony at

the ranch the middle of next week.

3

(END FILE - ES)



V/ August 10,
FROM: SJF - Bethany Beach

TO: MLS, LT, JF, BFP, DXB, JWM, GP, DR, JG, DCB, LH, RAK, PA, PGH

The following material comes from an interview with Ed
Meese, counselor to the President.

Meese hinted that the United States is prepared to begin
some sort of indirect negotiation with the Palestinian
Liberation Organization over the future of the West Bank.

He noted that Sadat hag/described the Palestinian
Liberation Organization's observation of the cease-fire in
Lebanon as an historic step on whicn future developments
could be built. ''Our position is that we agree it's an
historic and dramatic step and we will now ... our position
at this point has not changed. Our position is that you
don't negotiate with someone unless they have given up
terrorism as a means of obtaining their objectives and
until they have recognized the right of Israel to survive
as a nation. I'd rather not have that attributed to me)but
that's been our historic position. We maintain that
position -- on that you can quote me.''

Asked if there is something short of direct negotiations
with the PLO that the United States could agree to, Meese
replied: ''There are a lot of things going on right now.
We've got the Begin visit coming. So in order to give you
guidance, for whatever you may want to write, we are
entering a period for which there is a lot of opportunity

for developments in this field. That's not for attribution,

but for your guidance. A whole number of topics are going

1981
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to have to be discussed in the Begin visit as they were in
the Sadat visit and whatever things follow that. So what
I'm trying to say is there's movement -- not in any way to
indicate that we're backing away from our position. But if
I were in your shoes, I would not hesitate to speculate
without attributing it to anyone in the White House that
Sadat's feeling certainly indicates that there's a
potential for development. There's an excellent opportunity
for progress.''

Asked whether President Reagan has decided to get any
tougher on Begin, Meese replied that the United States has
informed the Israeli government in no uncertain terms that
the President wants a continued cease-fire in the Middle
East.

PATCO strike. Meese takes a hard line when it comes to

the striking air-traffic controllers. When he was asked
whether there is any way for the striking workers to be
rehired, he replied, ''I don't know of any.'' He said that
the President is concerned about the economic hardship
being caused by the strike, but placed all of the blame on
the striking workers. '"'I think it is unfortunate that the
air-traffic-controllers union has inflicted hardship on
others)and we will take steps, working with the airlines,
to minimize those hardships.''

He rejected any suggestion that the President's hard

line was designed to send a signal to other employers who
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are now negotiating with unions. The President is not a
person who has a hidden agenda,'' Meese said. ''The only
message he's sending is that he has expressly said: The law
must be observed and be enforced.''

Social Security. Meese suggested that a bipartisan

proposal to save the Social Security system is ''very
possible.'' He said the President has heard from a number
of Democrats who want to work with the White House in
developing a bipartisan plan. Although he would not
identify these Democrats, he acknowledged they do not
include House Speaker Tip O0'Neill or Jim Wright. He noted
that there is not a great deal of difference between what
the Republicans and what the Democrats are proposing on
retirement age. ''There's room to work out a mutually-
agreed=upon plan,'' he said. He also suggested that the two
sides were getting very close together on an agreement over
minimum benefits. He said tactics of the President's Social
Security initiative will be mapped out in California during
his vacation.

Personal plans. Meese complained that his income was cut

by 50 percent when he took his current job at the White
House, but he has no plans to leave the White House any
time soon.

(END FILE - CKM)
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?rom a largely on the record conversation in
charé Wirthlin, Reaman’s peollster aund the
Making Information.)

ience: Wirthlin thinks puplic is willing to giv
ore time in his Admi ration’s ability to turn
omy around. He says ven of 12 think the recover
1 work and more thaam 52 per c¢ent surveyed
edge 1t will take more than one year., He guicikly
45 gow;ler, that those exnesctations can turn arocund
hecause the public car be aroused adversely.
He thinks peonles are wnore patient wiih Reagen because 1.
thev understand the economy more. - Peaple reaslly xnow the
iifference hetween cuts in taxes and cuts in tax pPaLes;” "
they re ognize the sharp change in economic policies of
tiie past and kxnow it will take time for them to work and 3.
Rca"'w nas effectively commupicatad that it will take time
Ithough he sometimes gets carried away with his own

} *F F

vherance,

e
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Trapss Wirthlin, although the President is riding high
now, %Ays he is avare that " “there are about 129 $raps out
ST are waiting for bim and I%ve teld him just thet.”” Amonz

2re Social security, the Middle East, enerzy. He admits

L0 Reag n’s belag very lLucky on several issues, including

the drop ir prices on snmrgy. The important thipg, iz his

view, i ZEep conur of the agenda as ths White House
G

0N Q

ful in doling an the economic program.

"“Cﬂ d, he pcinzed to the miserable handling”
al Security questioa earlier this year as au

wuar can happen when the Administration lcose

the agenda. Congress immediately took over an
leagan. we got into a danage control

1t’aw;0 and we looked weak in doing so0. "
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Wirthlin is confident that Heagan 1“1 aveid any smugness
tecause " it isn’t in his chalactér. He look%s for a reail
attempi to selve the scocial security guest Lor and advises
sgainst any attempi fo de a public relatico number on the
issue.

Roles Wirthlin, who says he admires Pay
(o e 8 s oo oaie 2 T &
farter s pulse tgker, is determiansd to g
differently. ¥First, he is not acecepting is lients
sEter wrapping up some work for the son: 5
W 2 ye i~ = i 3 : o Fo .
fanade. ke's had six offers turned the e LS o
beep & low profils and has done so. Thi i hinks
ne should brosden nls scope of contacts 5 luding
Cabinet mbers in discussions about th g5 his
K..is. Whi re. Caddell report a r and
garter 2, % 1s makiag sure seliccied Cabined
pificers are ¢l n whzat the public is thinkinz.)
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7O ¥irthlin 1 ohv1uu>1“ raxing in the money now even belore
\ 4« consider his business clients,., He“s polling on naizionatl
end state issuss for the Renubliczan National Commiites and
its congressional campalgn committees. And the BNC is

vaving for the £ House survaeys.,

Tncidental e numbers continue to lsok gzood to
Wirthlin. His ive numbers on Beagan are ucet as high as
NBG , other po He thinks R"R has recovered from any
lLosses due 1o ¢ fear of social sscuritv or alarms over
the budget cu

tics: On the 1982 Senzte races, Wirthklin goes along

the conventional view that the RBepublicans kave to
i e seats on the numbers alone~—2@ Democrats apd 12
Republicans up. On background, he is l=ss optimistic about
bhe House than soms REepublicens. He thinks the historical
pattern is touzh 1o break with the party in executive power
losing seats in the nexzt ccaogressional election. In other
words, Wivrthlin figurses the Democratls are likely to retain
contrel., He also doesn’t seem enthused about the »nrospesct
of Bemocratic Boll Weevils switching pavtiss.

isometlime this fall we might want te isterview Wirthlin
about the public perceniion of Reagan ¢n the tough social
issues, kis job performance » his problems with social
sgcurity, foreign policy. rer haps an IVU with hkim coulde ha

2art of a White House package in the works. Sure. he
« gas from a biased viewpoint but his numbsrs are respected
by Demeocratic pollster, political professionals. And he
would prefer to deal with us, I’m sura. Wirthlin is moving
to Washington so he’d be close by.)

(BND)



"\ Y""‘T' xtn MO
JUBUE s T WM=—-JWM Mo ¢

T 7 uT Wt 70 f1 0 o
HJ s INT: QPR3 JWM PAR/18 8544

70: MLS, LY, DR, GP, J3, DXB, §
FROM: JUM

J
from on the record breakfast with David

(Following is
Gergen of the White House staff.) \

Deficit: Gergen’s mission was én obvious attewpt to damp
down reports that the PY 52 deficit was zo 1nv 1o leap from
46 pillion dollars to 88 billion uoll rs. Gergen
acknowledsed some "Tupward creep’” in the numbers but said
they were sigrificantD . ] the 2@ billion figure
helng bandied around zohi. Gergen said the deficit increase
would be less than double dizit and he claimed that high
jﬂu““”“t rates have alrezdy been factored inte the numbers.
erzen also sald this means a renewed drive within the
Admi ni\tqu‘QP for cuts in the 1983 and 1534 budgets,
slashes he put at in the 75 hillion dollar range to0 go
aloug with 132 billions in cuts already throusgh Conzress.
Gerzen said Reagarn had not ahandeoned his goal of a
halanced budget in 1984 and he also pledzed to aides that
there @ no increases in excise taxes over his term.
To the doubters of the balanced budzet goal and reminded
of Jimmy Carter”s failure to achieve it by more than 68
billions, uprﬁen affirmed that the goal " “is fundamental
L~ his (Reagan’s) whole approach.’” He shrugged off a
( #estion that Reagan should learn from the failures of
Dast Presidents and stop talking about a balanced hudget
thet looks out of reach. )
At the same time, Gergen co i Administration
s facing tough numbers with ° 51hn1ch ces driving
D government spending.”’ He also said gove nment TEvenues
culd be down, citing the losses in the windfazll profit
axes. g
Gergen could net be pinned down with a barrage of
gusstions abhout cuts in defense spending, strategic or
conventionzl. He would onrly say that the Pentazon, along
with pther government departments, had been instructed to
look for more ways to cui their budsgets. He alsoc said
Beagan does not believe that defense spending necessarily
drives up the rate of inflation. (The Administration
obviously wants it beth ways in this continuous arsument.)
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ﬁu“wlv Side vs. HMonefarists: Gergen said there was I
indication from Reagan that he was departinzg from hi
wolicy of an crderly supply of money frowm the FED. He
denied that the monetarists were winning the dattile from
the supp i ‘With the largest tax cut in history,
who can :rgu; that the supply siders haeve leost? Honald
REoagan 1s ihe chief supply sider in the White Louse.
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‘fianC”' On the fallure of the mark ct tn /QCHOHJ

/ 1o the
iﬁ,vomlc recovery plan, said “we’ve sz1d g alons
s r

didn’t eprmpot the sconomy b LIFF aroyps _on a dim
- .' TS e v ~ -
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TN
( p! ane wit¥ problems left over from the past.
e ite House is encouraged, he said, by numiers
previded by 'TESl1EFtlal pollster Richard Wirtklin. First,
he said the Wirthlin vollis show a rising and more solid
political support for the President in a personal way.
On the rCOPﬂmY spechxl&qllr. Wirthlin said the oublic, by

more than 2€ per cent is willing to wait one yvear from now
nefore grn*inp impatient for evidence of a turparound. So
Gergen sess a pa»i°nce factor other Presidents haven’t had
in their favor. '“We see optimism continuing to go up with
the President buildiang political momentum. His support has
spolidified.”” He said support for recent Presidents had
started to melt away ~“at the first sign of trouble.

Agendas When Reagan returns from his falifornia vacation,
Gergen says — there are going to be lots of balls in the
are.” "

e said Reasgan continues to place the economy as the
numver one priority, and will make sure Congress follows
through 1ts budget cuts (hinting at vetoes of any atiempts
1o #0 over reconciliation figuresj, and Laking an achLive

‘?ET?“IW“T?Fhlnv additional cuts for Stockman and OMB.
TTWe Ve got Make Sure LRE Economic Tecovery DLan WOTKS.

Ctner Gergen items: A RE role in the art1~fraud and waste
drive in government,  “epergizing the prlv te secter’’ or
promoting veluntarism in our society, the Voting Rights Act
( snsion, Clean Air, Davis~Bacon, and a Social Security
ﬁlcn that carries bipariisan strength.

On the latier, Gergen offered nothing new excent that
Sepate leader Howard Baker had engaged in a npumber of
meetings to come up with some options. He claimed Reagan
was not going to leave it to the Hill and his HEW Secretary
and said he hoped the issue could be treated with “‘less

. = " v
demagoguery.

orecasts: Gergen was hazy. He said inferest rates would
decline by ithe end of the year. He sees no large drop in
unemploymant and even expectis some increase in the fall.
4nd he cites other Administretion voices that “‘the

phenomenon of docudble digit inflation is behind us.””
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STORY :GERGEN QUEUE:CWF-CWF MSG:
:58 FMT s Bd: INIe OPR:SRR ;08/13,17:906

T0: MLs, LT, JF, DR, BFP, JG, JH, JwM, GP, DCB, LH, SJF,
PGH, JDN
FROM: RAK

RE: Backgroupd—only ivu with David Gergen
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Air_contrgllers’ strike. Gergen stressed emphatically that

the White House will not esven discuss or otherwise consider
amnesty for PATCO controllers who walked off the job. The
reason amnesty is not under consideration, says Gergen, is

the administration’s overriding fear that granting a

L

reprieve to the sirikers would proveoke a reveolt among those

controllers and supervisors who have stayed on the job.
/

(
\

“*The controllers who are in the towers now are very
sensitive about granting amnesty to these guys who walked
off. Anytime there’s a rumor about amnesty, we face a
tremendous uproar from the [working] controllers...If vyou
lose the Zuys working now, then you’'ve really lost the
system...A lot of them are afraid that if these guys come
back to work with them, they will carry out their threats
of harrassment.””

Gergen said someone ““not in the White House but in the

4

administration”’ floated a rumor that Lewis was prepared to

talk to Poli about a possible amnesty. Lewis was furious,

when he signs the tax bHill today at the ranch, the



m
on g

k-.wldent is ready no repeat his pledge that the rikers
will not be rehired under any condition, Gergen said.

Gergen adds, "I’ve lived in this town long enough to kaow
that you never say never, but I just don’t see our position
ever changirg...The President feels very strongly about the
principles involved...There are no auntherized negotiations
golng on. It“s just not happening...Although a lot of third
parties in the labor community are suggesting things, we’re
not really listening...Amnesty is not even under
discussion. It’s not even on the tadble. All the emvhasis is
on building back the system...We’re under no pressure from
the airlines for amnesiy. The airlines do have some routes
they want to drop...We're under no pressure from th

/
bublice..The other unions are no% up in arms about this.

&

They re nrot coming after us.’

s that coantrollers in

iD
fte

The chief worry at the White Hous
other countries could complicate matters if they decide in
large numders to not handle U.S. flights.

fergen savs the White House intervened to prevent the
Agriculture Department from declaring the controllers
ineligible for fcood stamps on the grounds that they were
fired from their jobs and, therefore, are not on strike.
The White House’s concern, of course, was for the sympathy
such a move would generate for the strikers. [Is this a
Whisper?] For the same reason, the administration also has

<-4ed hard to prevent the jailing of controllers. *'So far

o

only five have been put in jail...¥e were really concerned

(MORE)
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(
b.Jdut the pvictures of the guy in manacles.”’’

Another factor is motivating the President”s hard line,
according to Gergen. Reagan and cthers in the high cemmand

long have belisved that Maragaret Thatcher doomed her

experiment in conservative economics by caviag in to the

*“exorvitant”’ wage demands of public employes in Britain.

Reagan sees the controllers”™ sirike as & Serious chatienmee

to his plan for economic recovery.  It’s come up several

times...There’s a feeling [in the White House] that by

giving in to thelir demands, she sent a signal to other

unions and the business community, and thalt caused problems

I

later on.”

4

=

MX missile. Reagan had hoped to make a final decision on

i
{

vee MX on Monday, August 17, in Los Angeles, where he will
meet with Weinberger, Haig, Allen, etc. But becauses of the
oprosition to the airbormne mode of basing the MX, a
decision probably will not be made until September, says
Gergen. - 1°d say there is less than a 5@-5¢ chance that he
will make a decision next week...You can’t ignore the
opposition of a John Tower...I%t”s more up in the air than

7

it was before, says Gergen (apvarently oblivicus to the
rur). Clearly, Reagan was ready to recommend the airborne
system, but now is reconsidering because of the howls from
Capitol Hill that greeted Ed Meese’s trial ballgon.

F~16s, Reagan will formally decide next week o release
('ﬁ P-~18s 1o Israel. Gergen has recommended that Haiz make
Eﬁe announcement in Los Angeles after meeting with Reagan.

(MORE)



q Nevtron_bomb. The White House has not even approached
BEuropean allies on the question of deploying the bhomb on
European soil. ~"We just can’t 4o that now. We’'ve told them
this is something that we’'re doing strictly ourselves.”’” He
claims the decision to assemble the bomb was based largely
on economic considerations. It is a leot cheaper to build
the bombd and stockpile 1t than it is to store the

components separately.

Gergen alsec admits that Reagan 1s genuinely concerned
about the Soviet Union’s propaganda campaign against the
bombh in Westerr Furcope. The White House believes the
Soviets” rhetoric is having an adverse impact in Europe.

Priorities. The White House debate over what the

e it S w0 S e s S T St et

r.esident ‘s priorities will be when he returns to

Washington has been settled, according to Gergen. “In the
\R

fall, economic recovery is still going to be the number one

priority, even though there are some who felt we should

shift to things like the AWACs sale or thie SoCiarl

1ssues...‘;»hat we ‘re going to say is that these are second-

~—

S

tier issues, but the economic program is still our top

priority.

In this regard, the administration hopes to dominate the
fall agenda with plans for more budget cuts in ‘83 and “84.
Stockman is meeting with Reasgan next week in LA to " ‘get

some guidance’’ on where to find the additional cuts, which

¥ 11 exceed $29 billior in ‘83 and 5744 billion in ‘84, The

S

l'nn

8% budeet will begin to be put tozether by OMB in the

(MORE)
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Gergen notes that the size of the needed budget cuts is
growing almost daily. Just before he left for California,
Reagan decided against allowing the balanced budzet goal fo
slip past “84. He also ruled out a Stockman option to
increase some federal excise taxes. That leaves only deeper
cuts in the budget. There is a poésibility, says Gergen,
that some weapons systems may be delayed or other Pentagon
spending reduced in order to balance the budget in “€4.

3:1; Gergen does not expect a decision en a new manned
bomber while Reagan is California, hut he says it is a

possibility.

w.ciding to condense welfare payments into block grants,
but sgch a proposal is under active consideration.
*“Carleson is out of line on that,”” says Gergen, referring
to White House domestic aide Robert Carleson’s declaring

that a decision already has been made %o turn<;;£E>payments

——-"/'
into block grants to the states——a propoesal to which the
nation’s governors strongly object. ~We're only in the
2 Baseics, B B8

very preliminary stages of discussion on this,”” says

Gergen. ~ We don”t want to get on a collision course with

\he governors.”’’
e

e e T e s W e R s s T i s

and philanthropic groups in Los Angeles on August 21 to
7 mlore ways for the private sector to take over some of
\_ /

the servics that will be lost to the budget cuts. Mike

(MORE)
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v_aver is spearheading this effort. Billionaire Reagan
crony Justin Dart also has shown some interest in the
project.

Penwick as assistant secretary of state for human rights.
**Why would we want her?..I think it is more likely that
r

that position will go unfilled for some time.’

(END)
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STORY :REAGII QUEUE: JAK-JAK MSG ¢
MA:75 FMT :@ HJ ¢ INTI: QPR :JAK ;98/21,09:16
For GP-JF on Reagzan/Defense from JRH

L0S ANGELES—--President Reagan, whose attention has been focused on
national defense all week, watched a faultless demonstration of air combat
maneuvers on his first trip aboard an aircraft carrier August 29. He was
impressed by the dazzling feats of the F-14“s and other supersonic planes
but he seemed even more responsive to the cheering support of the 5,%92-
man crew of the U. S. S. Constellation.

**This ship represents a powerful force in an uncertain world, and we
all sleep a little better at night knowing that you’re on duty,’” the
President told the crew.

After the half-hour weapons training exercise of the airplanes which
r~=rate with the Constellation, he said, " ‘The demonstration of firepower
and efficiency by the air wing was impressive,’” he said. '‘But what’s

most important, it is alsc impressive to the enemies of freedom in the

world and we had an example of that just night before last on the carrier

- 2F

Nimitz. The crew cheered in response.

The aircraft carrier, located during these maneuvers 65 miles west of
Los Angeles, was clearly spruced up for the Presidential visit. Dozens of
colorful flags, normally used for signaling, were hung from the ceiling of
the hangar deck for decorations. Here the President personally
congratulated the some 42 Navy men who were reenlisting, with at least one
getting a bonus of $16,403.

**I know there’ve been times when the military has been taken for
granted,”’ the President said. “'It won’t happen under this
( inistration. We’'re going to make sure to the best of our ability that
your pay is fair and that you have the equipment that i1s needed to do the

job right, from spare parts to new ships.’

(MORE)
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He said, ‘‘We’re committed to a 6Z3-ship Navy, a Navy that is big
enough to deter aggression wherever it might occur. Let friend and foe
alike know that America has the muscle to back up its words and ships like
this and men like you are that muscle.””

Talking to crew members at random, U. S. NEWS & WORLD REPORT found
genuine enthusiasm for the President, his national defense policies and
his actions this week. “‘He is a President who is gettinz things done for

’

the military,”” said Vince Vidal, 24, JO-2, a petty officer second class,
from San Antonio, Texas. His wife and 19-month-old son live in Chula
Vista, a San Diego suburb. Vidal was on leave when he heard a news report
that the President might visit a carrier on the west coast. He gambled
that he might get to see the President and cut short the leave that would
P-ve run until September 2. Vidal was not sure the President was coming

until after he had sailed with the ship from San Diego on Friday, Ausust

14.

4

**The President is showinz his support for the average military man,’
Vidal said. " 'The military has had a bad reputation since Vietnam. Now
that“s over. The prospect of getting new equipment is improving morale.””
Vidal has served in the Navy for 5 1/2 years.

President Reagan and his aides were flown out to the aircraft carrier
from Beverly Hills by helicopter, about a 4%-minute journey. The
President wore a Commander”’s jacket and a baseball cap enscribed
*“Commander in Chief”’ given to him by the ship’s captain, Dennis M.
Brooks, shortly after his arrival. (The cap for Counselor Ed Meese III was
enscribed Ed Meese. Meese was one of six others seated with the President
( the VIP row on the flight deck during the air show.)

The President’s first messaze to the crew was made over the ship’s

(MORE)
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public address system, when he was seated in the captain’s chair. He
watched a refueling demonstration with the destroyer U.S.S. Fletcher, and
took over the helm of the Constellation for about two minutes.

Then the President moved to the flight deck. When he sat in the VIP
chair area near the port edge of the deck, looking out over the water
toward shore, he had a front row seet for the aerial display. Flanked by
Admiral James Watkins, commander in chief of the Pacific fleet and Admiral
Robert ¥. Schoultz, commander of the Naval Air Force Pacific, in the VIP
row, the President d4id less flinching than members of the press as F-1l4s
in action set off sonic booms.

The F-14"s passed the flightdeck at a low level, then vpulled into a
vertical climb. They showed their extreme speed range, turning, climbing
-4 landing, and they strafed smoke targets. A7E Corsairs, ABE Intruders,
S3A Vikings, the E-2C Hawkeye, the KA6 tanker and the EA-86B Prowler wvere
put through their flashy paces. The President occasionally used a second
cap, red, that he was holding in his hand, to shade his eyes, not willing
to miss & detail of the operations.

He later described his visit to the carrier as "~ ‘one of the most
thrilling experiences. All of this talk that there isn”t morale there
(aboard ship), the sentiment among those young fellows out there is,
“Okay, so we’re not the biggest navy in the world anymore: but we’re the
best.’” And that’s the way they feel.”’

Questions from reporters about the reason for the shoot-out with
Libyan pilots August 15 in the Mediterranean had intervened before the air
show, when the President was on the navigation bridge, sitting in the
( tain’s chair. “'We didn’t challenge them. This was the scheduled time
of the maneuvers. We’ve been holding them every year and in that area.

(MORE)
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And this time, we didn’t restrict ourselves on the basis of what is, I
say, an artificial line,”” the President said.

Later in the day, at a s5#@-per-person Target ‘82 Republican fund-
raising affair at the South Coast Plaza Hotel in Orange County, he gave
these details:

‘“We have annually held Sixth Fleet exercises in the Mediterranean and
you hold them and other countries do, too, hold them in a certain portion
of the Mediterranean. And that is opposite what is called the Gulf of
Sidra. And the Gulf of Sidra is a great indentation in the coast of
Africa. And we all know the laws about what are territorial waters and
what are international waters open to all. But Kadhafi has drawn a line
from the two points of land farthest out straight across that Gulf. It’s
a~ if we drew a line from the tip of Florida over to the Rio Grande River,
the border of Texas, and then said, ‘That whole Gulf is our water. That’s
not international waters.’

*“And so he has said that is the line. Now, in the last couple of
vears, for whatever reason, I don”t know, our Navy has been ordered to
hold its maneuvers but to stay on the other side of that line and not
challenge that. And I was given the briefing on the maneuvers before they
were held, quite some time ago. And these are international waters. And
I approved the idea that, while we don”t want to be provocative or
anything else, Good Lord, we send our ships into the Black Sea, just as
the Russians send theirs into the Caribbean to establish the fact that
they are international waters. So the exercises properly required
crossing to a certain extent that line. And as I say, 1t is still
( ernational waters and I approved that-—-that we would do that.

*“Now, we were aware that there might be some harassment because for

(MORE)
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the last couple of years, Libyan planes have come out and harassed not
only our planes out in international waters, but French planes, and in one
instance or two have even fired. Whether they were firing directly at the
planes or not, we don”t know, but this was the kind of harassment tactics
they were followingz. And in the briefing the question came up with regard
to if they actually became hostile and fired on our force’s ships or
planes, what would our response be in these maneuvers? We notified
everyone in advance that we were going to hold the maneuvers, and there
was only one answer to that question. If our men are fired on, our men
are going to shoot back.””

The President told the Orange County crowd of more than 359 that there
was a very good answer to the question why six hours went by before his
c+aff awakened him with the news of the incident with the Libyan planes.
Y"If our planes were shot down, yes, they’d wake me up right away. If the
other fellows were snot down, why waxe'me up?”” the President quipped.

He did not mention the Libyan affair at the Orange County fund-raiser
until it came up in a question session after Reagan had finished his
remarks on budget cuts, the tax program and prospvects for electing more
Republicans to office.

jrh lan 8/28/81

(END)
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_Williamson, who’s very upset that he was not included in
our recent thoto layout on top presidential aides, spent
the better part of an hour supplying me with his cpinion of
most other top peorle at the White House.

His obvious purpose was to demonstrate tc me how close he
is to the center of power. He was critical of Lyn Nofziger

ud Ed Meese. But he had high praise for Jim Baker, his
immediate boss. He is amazed how well the Big Three are
working tcgether. (Ee had no interest in discussing block
grants, which was the stated purpose of the interview.)

The most interesting news produced by this session is
that Nofziger has agreed to run Michael Curb”s campaign
after he leaves the administration at the end of the year.
Also, Nofziger's political office in the White FKouse
probably‘will be abolished once he departs.

Williamson, 31, who previously worked as Senator Laxalt’s
aide on the Reagan-Bush campaign committee, opened our
session by volunteering that our photo layout was the
*“biggest bunch of bullshit I‘ve ever seen.”” His chief

ymplaint was that Nofziger should not have been featured
because he no longer has any influence at the White House.
Ee said Nofziger and Elizabeth Dole are the two least

(MORE)
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influential presidential assistants, although he later
added the name of Pen James.
**Nofziger has become nothing mere than a glorified

T

patronage man, says Williamson. “‘He’s never consulted

except on patronage matters.”’

Williamson claims to have taken over much of the
political work that originally was assigned to Nofziger. He
says Nofziger had an opportunity to oversee the Repubdlican
National Committee from the White House, but be failed to
do it. "‘He’s not an organization man,”” notes Williamson.

When Nofziger recently announced that he had decided to
leave.the administration, no one took him seriously. Most

20rle thought that Nofziger simply wanted to be coaxed
into staying. But, according to Williamson, nobody asked
Ncfziger to stey. As Williamson sees it: Deaver and Meese
never wanted Nofziger in the White House from the
beginning. And Baker, who’s responsible for bringing
Nofziger to the White House, is not unhappy to see him go.

Nofziger will not return to California fulltime, according
to Williamson. In addition to working for Curb, he’ll do a
number of other campaigns. Nofziger’s assicstants, Lee

Atwater and Ed Rollins, also are expected to leave.

well together, according to Williamson, is their

‘/
determination to avoid conflict. '‘They are pract1Ca1M&X( \ e //

tperienced and ambitious enough to 100? to the long—

term,”” says Williamson, who was orlglnally skeptlcal that

P —

(MORE)
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such an arrangment could work.
These three men are long-term players. When you are
operatlng on a long-term game plan, there are very few
things that upset you. They also know that the mar (Reagan)
&ces not like friction. They are very differential to each

axe

other. When tensions arise, he says, they are like

automobiles heeading toward each other in the night. *“They ~
7

see the headlights and divert before a clash.’’

Williamson says he eatwfhrough meetings with the Big
Three when they were reviewing presidential appointments.

“Any cne of them could veto an appointment and any one of ;

them could Take am appointment,””’ HEHEEEE;TfﬂﬂEEe most

“equent phrase was whate;er‘ydu guys want”’ i

Baker gets high marks from wllllamson for good political

sense and administrative skills. “‘Ed (Meese) spreads

Ny

h1mself too thin and he’s not de01sive encugh—-he can’t mqke

a firm dec1sion, * says Willlamson. Deaver is the key.

\_._.._, —

——

He’s the cloest to the man and the least acoulsltlve. He
\eeeee—————

has no interest in acqulring tltles or prestige. Ee has no

interest 1n 1ssues. But he has incredible influence.’
T s

W1111uwson predicts all three will stay et the White
House as long as Reagan is President. He also thinks the
triumverate will continue to work effectively. When Reagan
steps down, he predicts, Baker will run for pubdlic office
in Texas, Meese will Dbe appointed to the court and Deaver

411 return to Deaver and Hanneford.

—— e S — S B - S - G

(MORE)
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August 28,
FROM: SJF - Santa Barbara, Ca;if. 4
TO: MLS, LT, JF, BFP, DXB, JwWwM, GP, DR, JG, DCB, LH, SJF, RAK, PA,

RE: Report from Santa Barbara

The White House today sought to erase any hiet of
criticism left by President Reagan's remarks about the
Federal Reserve Board.

Deputy Press Secretary Larry Speakes said today's high
interest rates are the result of Jimmy Carter's econqmic
policiee. '""We're paying the piper now,'' he said. ''High
interest rates are primarily the result of the high
deficit.*" |

Speakes added: ''The President agrees with the policies
of the Fed and, combined with our program, believes they
will bring inflation down. We are in constant consultations
with the Fed at several levels. There is a spirit of
cooperation —-- a spirit of good feeling. We feel we are
seeing eye to eye on our economic future.''

Schedule. Next week's schedule is as follows: On Sunday,
the President will go to Los Angeles. On Monday and
Tuesday, he will meet with his aides in Los Angeles and
perhaps attend a few parties. On Wednesday he will fly to
Chicago, where he will adress a GOP fund-raiser Wednesday
night. On Thursday morning he will speak to the carpenters'
union convention in Chicago before returning to Washington.

(END FILE - CKM)
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The White House also has received “‘feelers”” from labor
nd airline industry peoble proposing possible solutions to
the stalemate. According to Gergen, -one such person asked:
““Would you be willing to sit down with Lane Kirkland?”’
According to Bonatati, someone else asked: ‘‘¥hat if a big-
time mediator like so-and-so got involved.””

Yet Moffit says that he so far has failed to obtain any
movement from either the govermment or the uniom. . ‘I
can’t do any business with them,”” he says. Gergen also
'advises that the current mood in the White Eouse doés not
lend itself to comproﬁise. **I’ve never seen him more
determined,’’ says Speakes of the President.

Gergen also hints that criminal charges will be lodged
agains Poli before the week is over. As he puts it, ““Poli

1y wind up in.the.pokey." He says the administration has
hesitated tO'jail Poli so far because. "‘we don’t want to
make a martyr out of him.’”

Although the prospects fbr a amicable settlement still
seem to be very slim, 1t should be noted that Reagan has
proven over the past six months that he is a pragmafist—-not
an ideolcgue. You'll recall that he was also once firmly

\

committed to a "‘clean bill’’ providing & three-year, 30
percent tax cut. But he settled for less.

White House officials obviously are interpreting these
*“feelers’’ as a sign of weakness among the controllers—-
even though fewer than 40 percent of them reported .for wcrk

'under threat of dismissal, a phenomenal show of solidarity

(MORE)
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amoﬁg high—paid vorkers who have no legal right to strike.
"he controllers themselves seem more militant than Poli. -

The basic question is: Will President Reagan refuse to
rehire the contfollers, even if it means forcing the
airlines to cut back.on their business for six months or as
long as it takes to train new people? Such a cutback would
undoubiedly hurt the airlines and thé whole économy. White
Ecuse officials have not yet faced up to this question,
according to Gergen.
| Senate Majority Leader Eoward Baker responded to fhis
question on Wednesday by saying, “'If we have to reduce the
»number of aircraft in the sky by.Sﬁ, 40 or even 50 percent,
that’s what will do.’’ Speakes says the administration
feels certain that air traffic can be maintained at an

facceptable”Alevel without the fired controllers. But he
has no idea whaf an acceptable level would be.

Speakes says Transpdftation Department officials are
keeping close watch on theleconomic impact of the strike,
and we should contact fhem for figures. The airlines also
should be asked how long they are willing to‘hold oﬁt.

The White Bouse intends to do what Speakes describes as
“‘a little more selling of our side”” in the next few days.
The governmenﬁ-will contend that several thousand of the
- striking cbntroiiers will never be missed. "“There was a
lot ¢f fat in the controller payroll,’” says Speakes. Ee
said 3,000 trained controllers were doing clerical work,
.none were working more than 4.5 hours a day at thé screen.

(MORE)
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Gergen says another 2,000 to 3,000 were just “surplus."
strike to public employe walkouts he dealt with in
California. These included strikes by local firefighters,
pclice and sewer workers in different cities. -According to
Speakes, the striking firefighters were replaced by forest
rangers and the pblice were replaced by the state highway
patrol. (It should be noted that this comparison fails to
recognize one fact: Striking air traffic contrdllers have
.much more economic leverage thap local cops.) Reagaﬁ also
has remarked on several occasions that he cannot give in fo
the'controllers, because it would encourage other federal
workers to strike. Ee asks aides, ~"What if the people who
write the Social Securiiy checks go on strike?

When White House officials first realized on Sunday that
the controllersrwefe planning to strike, Reagan wanted to
go on television immediately to warn them that they would
be fired. He was talked-ouf of it by his staff. Then on
Monday morning, Reagan.showed up in the Oval Offiée with a
statement already written on a yellow legal pad saying that
the strikers were being fired immediately. Transportation
Secretary. Drew Lewis perguaded Reagan to offer a 48-hour
grace period, ﬁhich he did. " ‘The President realized from
-his own days in'the union that thg leadership sometimes
sweers them out on strike before they realize the
consequences, '’ says Speakes. There was no discussion of:
'apy political risks posed by Reagan’s stance.

| (MORE)
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The controllers. Air traffic controllers are an 1soiated
~voup of people--socially, professionally and within the
labor movement. Eenry Fleisher, a public relations man who
represented PATCO for many years until recently, notes that
the controllers are isolated from others on the job.
Because of their strange.hours, controllers tend to
socialize only with other controllers. “They work hard,
they‘play hard, they get marital problems hard,”” says
Fleisher. This isolation helps to feed their discontent.-
.Bonatati compares the controllers to mine workers, nhose
militancy also stems from isolation.

Moffit calls the controllers ‘‘primadonas—-they think they
are very important.”’ Bonatati calls them “fanatical.”” EHe
adds, " It isn’t just a job, it’s almost like a religion to

1em.’foFleishér notes that the controllers, although most
have no more thén a high school education, must be very
bright to pass the test.

Working conditions are a major source of their-
discontent. The  job is very stressful. Yet in addition to
reduced working hours, the controllers also tkink they
deserve more money.. . They think they have the same kind of
career as.- professional athletes-—very short,”’ says Moffit.

*So they want to make as much money as they can.”’

- Bonatati, a fornér employe of the Airline Pilots
Association, says the confrollers also are jealous of
pilots who averagé at least $100,000 a year. : :

Other unions have never taken the controllers too

(MORE)
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seriously--perhaps because they make so much money. Leaders
.~f the pilots, machinists, flight attendants unions say
they were never asked to honor the controllers picket lines—-
scmething that’s normally arranged before the start of any
strike. One source séys Poli has failed tc return telephone
calls from Machinists President William Wirmpisinger and
Pilots President J.J. 0’Donnell, who have called to offer
help. These unions have never previously worked together.
Lewis_as_negotiator._Although the government'é final
'offer contained less money, Moffit says it was a sefious
offer. Ee says Lewis has hired several high-priced, well-
known labor relations experts to'help him in the
negotations. At the White House, Lewis gets high marks for
his perfcrmance so far. Working conditions were never fully
'scussed at the bargaining table, according to Moffit. Ee
says they never got-beyond the subject of money. Although
Bonatati says there is some flexibility in the government’s
position, Moffit says the fwo sides are so far apart that
he cannot see any middie ground. Gergen says the
administration would have been more compassionate "“if they
hadn‘t come in demanding 17 times more than we offered.”’

‘Impact_on_labor. Organized labor is not happy about this

strike. Although the AFL-CIO issued & statement of support,
- top labor Union.bfficials are priyately concerned that the
strike will create a backlash against labor. They fear this
backlash will make it more difficult for them to maintaia
’the status quo later this year when Congress begins

(MORE)
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attécking labor legislation. ' ‘There goes Davis—Bacon,"
~ue building trades union president declared when he héard
about the strike.

There will be no direct impact on future bargaining in
the rrivate sector, és some people have suggested. Reagan
administration officials insist that priiate sector
contraéts are none of their business. Reagan.has often said
he does not believe that wages fuel inflation.

Reagan’s decision to fire the controllers alsb could
‘deprivé him of organized labor support in 1984 . The
Teamsters, who represeht many public employes, are going to
be hard-pressed to continue supporting Reagan under the
circumstances. Yet it should be noted that Reagan’s labor
support has never been very strong. One reason other unions

\ve been reluétant to come to the aid of the controllers:
They remember that PATCO endorsed Reagan for president.

Moffit and others prédict that organized labor will begin
to rally around the controilers in the days ahead. ‘For
example, Vice PreSident George Bush may be greeted by labor
protestors when he goes to Cleveland to throw out the first
ball in the All-Star game. AFL-CIO officiéls meeting in
Chicago intend to return home by car and trainm, not by air.
- other federal workers would be encouraged to strike if
Reagan gives in to the controllers demands. - Ko one’s as
militant or as important to the federal govermment,”” says
'Moffit..f‘lf federal mediators went out on strike; no one

(MORE)
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wculd even notice.””’ |

Yet it“s probadbly only a matter of time until federal
wcrkers begin striking with the regularity of state and
municipal workers—-particularly if Reagan’s austerity
rrogram continues to'deprive them of raises comparable to
the rrivate sector.

Twenty years ago, strikes in the public sector vere
considered to be disasterous. Now, some public workers can
strike legally in at least eight states. Strikes in states
-that prohibit them also are commonplace. In 1979, state and
municipal workers spent 2.3 million workdays on the picket

line.

(END)
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FROM: ©SJF - California
TO: MLS, LT, JF, BFP, DXB, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH

RE: Report from Santa Barbara, Calif.

Most of the talk out here centers on Ed Meese. He's been
more accessible to reporters out here over the past two
weeks and they have discovered what we've known for some

months: He does not tell the truth and does not ;ike | /7/Z(?CZJ?
{/( X 4

o,

[/

\ﬁreporters.

/ Craig Fuller, a Meese lieutenant who previously worked
/

,, & HANA "~
~ for Deaver‘%ﬁ‘ﬁe&efordggi, says that Meese has a ''serious’

public-relations problem.'' In other words, the reporters

e s ret—

are now out to get Meese.

The problem began when Meese failed to rouse the
Péesident during the Libyan shoot-out last week. There was
no real reason to wake up the PresidenE)because he had
already approved the U.S. response in the event of a Libyan
attack, according to Fuller. But Fuiler volunteers tha; it
was a serious public-relaticns mistake. He adds that Meese
got his back up when reporters pointed out this flaw. After
that, Meese tried to shut off questioning at a press
conference. This angered reporters even more.

Fuller says Meese has got to decide whether he's going
to be candid or visible. But he says Meese is getting poor
advice. Meese sees Robert Garrick, a retired admiral and
part-time public-relations man, as his adviser on these
matters. Ggirick knows very little about public relations.

A
But because Gerrick is there, other people with better
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advice caq:hot get through to Meese.
Fuller says the wake-up flap would never had occurred
had Mike Deaver or Jim Baker been here in Santa Barbara
- with the President. Not only would they have awakened the
HAVZ
readil
A ¥

admitted the mistake if they had failed to do so. The

President to tell him, says Fuller, they also would

question is now moot, however. Meese has left Santa Barbara
as of Thursday. Baker will arrive on Friday to take over.
= .
The. Deputy Press Secretary Larry Speakes referred to this

as ''the changing of the guard.'i

Reagan on vacation. At an off-the-record reception for

reporters on Thursdai night, Reagan chatted mostly about
his ranch and his vacation. He thinks he should come to
Santa Barbara at least once a month for his own well-being.
Aides say he will return to the ranch in October, either
before or after his trip to Cancun, Mexico. One interesting
development: Reagan's hair is suddenly about 50 percent
gray. I saw him tonight standing near a picture taken of
him only a month or so ago. The difference in hair color is
amazing. Fuller says he thinks the sun has brought out the
gray. Could it be that Reagan has been dying his air after
all? We'll see what happens when he returns to Washington.

Interest rates. Reagan also made a statement on Thursday

night that could be interpreted as criticism of the Federal
Reserve Board. Aides say the President was referring to

interest rates -- not the Fed. Either way the quotes are
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good: thhey are hurting us as much as they are hurtiné
éﬁeryone else...Those interest rates, we think they will be
coming down before the first of the year.'' When Larry
Speakes was asked about this week's developments on the
financial markets, he repliéd: ''"I don't think there's any
panic. But there's a continuing concern that interest rates
won't come down.'' He says the administration now realizes
that there's little chance left that the Reagan
administration policies will have the psychological impact’
on the market that the President'had hoped for. ''First,
they didn't believe the program was going to pass{:" says
Sgeakes. '"Now they don't believe it will work.''

MX missile. Reagan also indicated on Thursday night that

he's ruled out the option of postponing any decision on the
MX missile. ''I don't know where we're going to put it, but
we're going to have it,'' he said. Since they've already

ruled out the full MX system and the airborne system, this
comment would indicate that Reagan is favoring a middle-of-
the-road option -- 100 missiles and about 1,000 holes. But
Reagan insisted that no decision has yet been made. Speakes
said the discussion is being kept.tightly within a small

circle -- the ''big three'' plus Haig and Weinberger.

(If you need to call me for any questions, I can be reached
at (805) 963-0744, Room 281.)

(END FILE -- CKM)





