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_As he tells it, Allen’s story strongly suggests that
someone on the National Security Council staff engineered
nis downfall by handing over the $1,800 to Ed Meese and
perhapé by tampering with the envelop.

Allen says he doés not know who found fhe money and gave
it to Meese. Nor does he claim’tb”knov-who marked the
envelop in such a way that it Qould be read either as

,086 or $10,099.

fBe_says'he would like to know vhé'found the money, but
wculd prefer to read it in the newspapers—-meaning that he
dces not expect Meese to tell him. (There was a slight hint
of bitterness toward Meese.) Be adds that he vould be
- *“very interested to see the results of an inquiry of the
discrerancy as to the'numbers on the envelope.”’

He says there was no money figure marked on the envelop
whep he first saw 1t.~T§o'other people in his office also.
have no recollection éf any such marking. He says Japanese
reorle seldom ever mark the amount of money on a gift
envelop. Yet the envelop as it was handed over to the
("stice Department has an extremely bold marking which
Allen descrides as f‘ostentatiou§."

'fhen asked if he thinks that someone set him up, Allen

" (MORE)
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STORY: WHUZ2 = ' : : PAGE:

Q‘ is fuel to the fire by declining to comment. He
nevertheless discounts any connection betyeen this incident
and his previous feud wvith Al Haig. (It would come as no
surprise to anycne if Allen’s own staff members tried to
get him. Allen is a notoriously difficult boss:)

‘These other new points came out: :

* Allen did not“list his former clienté on his financial
disclosure form, even though the law seems to requife'it.<
(Caséy,.you'll recall, got in trouble for listing only some
of his former clients.) But Allen gets around this
requirement by claiming he was a mere emfloye of Potomac
International, the firm he owned;-

(In a subsequent interview, ¥hite House Counsel Fred

elding told me that he agrees with Allen’s interpretation
of the law requiring disclosure of'client names. He says
the only reople who are'fequired to report their client
lists are partners in a law firm.) '

* Although the FBI claims it is not investigating Allen’s
other contacts with former business associates, he says he
was questioned about these matters “‘a little bit.”’

* On leave, he continues to receive his salary-—plus some
of the “‘paperflow’’ normally associated with his job.

* Allen would.  ‘value’’ an opportunity to discuss these
matters with the President, but he has not been asked.

* Allen does not know what standard must be met for him to
‘ ‘t his job back on a full-time basis. (Meese suggested on

ﬁonday that the standard exceeds a mere clean bill of

" (MORE)
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[ 11th from the Justice Department. Fielding says the White

\

Ecuse counsel ‘s office also must look into the charges

\

agéinst Allen after the Justice Department is finished.)
s a8 During his now highly publicized telephone conversation
with William Webster, the FBI director warned him that a
story was about to be published in a Japanese newspaper
about the investigétion.-Referring to the probe, Webster
added: ‘‘a ribbon hasn’t been tied on anything yet.”’
In-présenting his defense, Allen was apologetic. “°I
lament.any embarassment that it“s caused the
administration,”’” ﬁe says. “‘To err is hﬁman. I know it

sounds trite and tautological, but it’s not meant to dbe.””

fense rests almost entirely on this point: When he
iﬁtercepted the‘sheaf of papers thét the Japanese women
were trying to thrust upon Mrs. Reagan, he was unaware that
it iﬁbluded an envelop containing $1,QGG. Ee did not .
diécover the envelop ﬁntil later whep he was retﬁrning to
his office. At that point, it was too late to return the
money and he was obliged to turn it over to the Treasury.
As he puts it, '“Having had constructive posssession of
that money required me to turn it over to the federal
goverment.”” But he tﬁen forgot about it.

In short, he claims that his instincts were proper, but
his memory was faulty. “'I cannot understand why it is that
~“re held to a standard in the federal goyerment where a
case of lapse of memory ought to be something that would

"~ (MORE)
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 ‘ermine whether a person should remain in office.””

(On this subject, the White House manual says: *“Any
prdscribed gift should be returned to the donor accompanied
by é written explanation of the reasons for its necessary
return. It is recommended that you retain a copy of this
letter in your files. Whey the return of the gift is not
possible for any féason, the gift shduld be forwarded to
the Office of the Counsel to the President with a written
explénafion of thg infeasibility of its return. The gift
will then be turned over to charity.””)

The_watches. As fﬁr the”watches, Allen's defense is two-
fold: (1) He received them duriné the transition whén the
- rules were less strenuous and (2) the rules that applied to

ansition employes, as well as full-time govermment
eﬁplqyes, do not prohibit them froﬁ taking gifts from

““friends of long-standing.”’ Allen says he’s known the
Qomaﬁ who gave him the gift for 15 years and has been
exéhanging gifts withithe family fornlﬂ years.

(Cn this subject, the White Eouse manual says: " "Unless
circumstances would oﬁherwise create an arrearance of a
conflict of interest, the limitation on the acceptance of
gifts do not proclude gifbts, favors, entertainment, loans

-or other things of‘monetary value from friepds or relative
when the cirsumstances make it clear that the family or

perscnal relationship involved is the motivating factor.””

o e — O G S G S G G -
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continuing contact with former clients was | ‘perfectly

"~ (MORE)
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yper,’” he notes that he was never involved in lobbying
on their behalf. He oni§ d1d analysis for them. He condemns

the Wall Street Journaiistory of last year as a " ‘sleezy”’

piece of journalism.

shots at the press in addition to his criticism of the Wall
Street Journal. He sald the Japanese magazine's Q-and-A
with Mrs. Reagan was totally fabricated, and noted that an
‘unnaﬁed.major daily newspaper recently made a similar
vmistake} He also suggested that reporters sometimes use
irsicder busineSS'iﬁformaiion for their*pérsonal gain.,
Yoodshed. Allen"greW‘eztreme1y nasty vhen asked: ~'‘Don”t

ycu sometimes just wish that the President would take you

the woodshed and get it over with?’’ Ee later apologized

Reuatieu-—-——nouaviou—reuduied--—Regdcied—- e daclied—-Padartafe—auauizu-—
for t-h is flash of temper 'Redacted—Redacted—Redacted—-Redacted-—Redactec
—--rxegacreag-—nreuaceg-—reagacted—Redacted—Redacted-—Redacted-—Redacted—-Redactec
—--Redacted--—-Redacted--—Redacted—Redacted—Redacted—Redacted—Redacted—Redactec
---—-Redacted--—-Redacted—-Redacted----Redacted-—Redacted-—Redacted-—Redacted-—-Redactec

----Redacted--—-—Redacted—---Redacted--—-Redacted--—-Redacted----Redacted-—--Redacted----Redactec
Padnantad__Radantaf—-—Peodactad . Rarantar—Redacted—Redacted—Redacted—-—Rearort~-

Allen has recelved a lct of mail, which he claims is 15-to-

1 in his favor.

officials for his original reluctance to comment on this
case. Ee 'suggests that he would have preferred to make a
clean breast of things because ““I never thought the matter
cculd be contained.””

On Thanksgiving Day, he finally decided to lauch a full
c~ale public relations offensive on his own behalf. His
reascn: *“The matter began to sp;ead and the accumulation

" (MORE)
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all of this began to blend into what I thought was'
innuendo.’” He arrived at this decision at home with his
faﬁily'on the holiday after all three network news shows
carried stories about hih. Y1 just felt that I had to get
loose to-answer those charges,”” Allen said.

(The irony is that Allen’s media blitz is only
compounding his problem. If he had taken & leave of absence
and disappeared for a while, the story might have died

down.)

(ERD)
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Gergen does not believe} Richard Allen
4 ) / \

return to the White House, but @eﬁaﬁmits that the situation

{1
o d ¥

pver will

e

21llen

i
i

is "~ “goddamn unpredictadble.”” 3%&%} #nd Teaver will urge
| /

{
the President not to take Allen back. As#ed whether Nancy

Reagan will have a say, Gergen responded soemderly, ~It”s

not a8 wise idea for anyone to get on the wrong side of

e

ier.”” Tarlier in the weeg, Gergen thouzht that even Messe

was coming around to the view that Allen must go, but now

he is not so sure what MMeese will recommend. He concedes

the President will have the lead votes””

in deciding Allen’s future. There has been no serious talk

about a replacement for Allern, according to Gergen.

50, Allen is not totally out of the picture. He is a
shrewd infighter who on more than one occasion has bragged

to me aboul hi

. close personal relationship with Reagan.

This . relationship goes back to 1876. Allen, I am sure, will

explor vt 1t to the fullest in an =ffort to hang onto his

Job. He will also exploit Reagan’s sense of loyalty to

these who serve him.

= Afver the Justice Department cleared Allen in the
acceptance of the $1,¢¥0, the mood against him at the White
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Bouse staff, the consensus was that he still should zo. *'I
was & little surprised. It clearly did not get him out of

s

he woodss-«The cloud hasn’t lifted.. . .There’s still a lot

Ll 2

of scar tissue around here. Onces the Justice Departm=ant
investigatior is concluded, the 51,000 will be deposited in
the U.5. treasury, says Gergen.

The Justice probe inte the watches and discrepancies in
klien”s financial-disclosure statements could continue for
as long as %% more days, since the FRI did not learn of the
watches until 1@ days ago.

;ergen also confirms that White House Counsel Fred
Fielding and Allen, who are close friends, share a

,/ﬁ?narclal interest ir & Florida condomirnium. For that

—

Teason, Fielding has disgualified himself from revrasentin

Ul

Allen in any way. Flelding does, of course, advise the
President about his friend and dbusiness associate. The
Justice Department report on Allen is being reviewed by

,

Fielding’'s deputies, but not by Fielding himself.
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Zen declares emphatically the the fired air

tratfic contreliers will not be allowed to return to the
towers. Reagan is only considering allowing them to return
1o nontower jobs, says Gergen, contradicting what Larry
Speakes and others said =zarlier. The administration still
fears that if any strikers are allowed to return to their

sld jobs, those controlliers who did not walk out will react

o™

<' v harshly.

The White Beouse 1s under no pressure from the airlines te

(MORE)
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increase the capacity of the air-traffic system, according
to Gergen. Reagan only changed his stance on PATCO as a
gesture to organized labor. Reagan was waiting ~ for an
opportune moment to show compassion”’ toward the fired
controlliers. The opporture moment came when Reagan

ied to mend fences with labor leaders.
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Lane Kirklapd told the Presidert this week that organized
bone in their throat”” was his handling

of the air controllers’ strike. ~"This President
traditicnally has haa good relations with working people, ™’

Gergen adds. Kirkland also drove home the point that the

bizgest problem is unemployment. A year azo,
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“they were saying it was inflation,”
The Teamsters leaders told Reagan that they do not intend

t¢ seek a bilg waze hike when their contract expires next

year. They recognize the problems of the trucklng industry.

Instead, they will seex improved benefits. [Whisper?] The

White House takes this as gzood news, of course. The

*

President will be pressuring the big unions next year to
hold down wage settlements. " "It°s our great hope that the

lowering of inflation will lower the size of wage

ettlements, "’
Outlook for 1992. Gergen says he has ro illusions about

Feagan s second year——it will be much more difficult than

1881. " “Our hardest tasis are s$till ahead...The first part

oy

of the year is going to be particularly tough.’

The recession during the first guarter of 1982 will nake

(MORTE)
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it very difficnlt te get new budget cuts through Congress

N

garly in the year. In the fall, the congressional eslections

(@]
9]

also will serve to block any constructive action. ~ “We're
£0ing to have a windovw in the spring and summer that is
going to be our only real chance to get serious bhudgel cutls
on the Hill."’
2egcession. The recession and resulting unemployment pose
hreat next year, so the adminlstratién is
praying for the earliest possible economic recovery, says
Gergen. = The pressures are going to build and build and
build to rev up the economy and change course in order to

address the unemploymanrt problem...¥rom January to March

5 goine to be enormous pressure to swerve off this

fade

("ere

\

course of seeking additional cuts in domestic programs.”’

2

Kirkland “s assertion that unemployment is the nation”s

s

>

most pressing problem is a " hardinger”” of what the mood

of the country will be by mid-winter.

N Nmy

The President ‘s political standing may suffer [from high

09

unemploymentl)...Ther="s been soma ercsion of his popularity

al

3

gady....And 1it”s zoing to be difficult to get the action
we need from Congress early in the year’” when unemployment
will be climbing toward 2 percent. Gergen also mentioned

2 T -

the prospect of some business failures”” that could

b

generats enpormous political pressures on the White fopuse.
There 15 a growing fear in the administraticen that the
(;,ilooning deficit~-made worse by Reagan’s difficulties in

getting new spending cuts next year—-will send interest

{MORE)
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of under 198 bdillion.

declining deficit,

Heagan will

combination of budget
the deficit under 19¢
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shown any flexibility ¢on defense sperding.

is determination...He

accept larger deficits
The new taxes that

windfall profits tax ¢

would produce 28 billi

when coupled with accelerated deregulation of

In addition, the ¥h

and increases in sxcis

Septembver and later ab

cuts. Therse

+

major reductions

ry legitimate fsar here.’

*“The goa

recognizing that

submit to Congress a

cuts and
bitlioen.
no prospe

¥ing the

Baker and Gergen would

cuy

has made

defense.

could pitch us into arotvher

s

will be aiming for a
1 is to &t least have &

we can’t get to zero in

budget that includes s

tax higes that would keep

¢t of Reagan delaying the

rate of growth in the

like to see cuts

the

N AN

S¢ far, he hasn’t

A1l he has shown

clear that he 45 willing to

instead.””

x3

eagan 1s

n natural

on 1o 30

ite House
e taxes ¢t
andoned «

is little

in entit

likely to seek include a
gas, which Gergen says
hillion & year in revenu=2s
prices.

will seek the fees
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gep cuts across the spectrum of domestic sperding.

Yoreign affairs. ¥hat is the future of U.S. relations with

he spirit that

&

Moscow under Reagan? ~ "4 lot will hinge on
emerges from Geneva...lf we find cooperation and things go
. smoothly, the START talks could cone quickly...If all we
find is bluster and bluff, the START nezotiations and any
other progess will follow more slowly.

The guesion of a summit with Brezhnev ~“still is very open-

>

ended.

(8]

Gergen seemed very uneasy over what actions the
administration might take to halt the flow of arms into
Central America. He conceded that "~ “there are a helluva let

(' ¢ arms”’ now being shipred into Nicaragua and E1 Salvaier,
xbut some 0f the options heing discussed at the States
Department and among the hawks at the White House cause
Gergen %o turn pale. He rolls his eyes to tae ceiling at
the mention of a naval guarantine. Jim Baker ard the other

moderate Lypes obviously are not locking forward to

anything that would increase American military involivemen?

in Centeral America.

>

Marvip Mandel. Gergen is only guessing, dbut he thinks

—

{

Feagan will grant clemency to allow the former Maryland

governor to be released from federal prison before his term

(D

Explires,

(5 .U
N {END)
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Backzround ivu with Larry Speakes and_othe

Boondiucimdt v SO0 . C e TR - - -~

rngte

o

to Bermuvda, offective Januvary 2. At this afternoon’s

briefing, David CGergen guoted Friedersdorf as saying, ~"I'm

£

in a stage of 11fe when I can start a second career and I°d

! 2

like to give it a chance.’
Gerzen declined to comment on the real reason Friedersdorf
-55 leaving——his health. At least twice since this year,
Friedersderf has been out sick with asthme at the time of
very critical votes——the AWACS vote in the 3enate and the
tax-cut vots in the House. The asthma attacks appear to be
triggered by the obvious and enormous stress that comes
with Friedersdorf’s job. At the time of the AWACS vote, he
was hospitalized for several days.
Speakes says, on background only, that after
Friedersdorf's hospitalization it.was clear that he was not
up to speed. ~ ¥hep Max ceme back, you could tell that that

provlem had really taken its toll...He's just tired and

s\ From all indications, there is no dissatisfaction with

Friedersdor?. He 1s well liked and his taleats respected at

e

the White House and on Lapitol Hill.

(MORE)



Allen. The Allen matter is too volatile to predict an
putcome, says Speakes, but he ventures that, on a scale of
1-to-1¥, Allen has a 6 and one—half chance of surviving.
Meese clearly holds sway over Allen’s future, and Speaxes
complains that Msese’s view of Allen keeps changing. ' ‘His
public statements alone have been all over the ball park.””

S

73

egkes left me with the impression that Jim Baker and Mike

fipe

Deaver do not expecti to call the shots on this, that Meese

is very much the on2 in conirol, that his decision is the

I¥ Allen comes back, can he be effective? "I would say
that he coulda come back with the same degres of

before--which wasn’t very

£

[ fectiveness as he ha
high...There wasn’t ever a very high regard for him or his

’

staff. "’ Surprisingly, Secretary of State Haig has had the
good sense to keep his mouth shut about Allen. He is

o 4

( D

rting no pressure to get rid of his nemesis, says

i
i

speakes.

Op the ribald side, Speakes reports that Baker has laid

down the following rule on acceptance of gifts by members

¢f the White House staff: ““If you can’t eat it or screw

it, you have to turn it in.’

PATCC. The reason for the confusion this week over PATCO

15 & split among Heagan advisers over what To do about the

re them back in

.
o
@
w5
fe
~
Ho

fired controllers iker wants Heagan to h
Qd.wf.ashluu~-r0& necessarily as cenirellers. Drew Lewis and
others argue strenuously against ever bringlung the sirikers
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back under any circumstances. 4s usual, ~“the President

s

hasn't really focused on it yet,”” so there is direction on
this issue from the Oval Office. Speakes does not beliieve
the controllers ever will return to the towers——there are no
proponents of that idea to be found anywhere in the ¥White

douse.

eascning for lifvting the ban on nontower federal

s
[47]
s
)
-
183]

3
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jobs is this, according tc¢ Speakes: "“There’s a perception
in the couniry that the President and the whole
gaministration are not very compassionate, that all we’ve
done is try to soak the poecr folks...We perceive a need to
show compassion.”

( A new argument has emerged against rehiring the
bontrollers in any federal job. According to Speakes, it
would ¢ost the government ~ several thousand dollars for
each man " in pension contributions if the controllers are
rehired in any federal job. No definitive action will be
taken regarding the controllers béfore Lewis returns from
dJapan in a week or so.

0. Reagan was pleased by the meetipg with Kirkland,

et al. " "The meeting was not feisty...It ended on a

LA 4

positive note. It left a good feeling here. The sessions

this week laild the groundwork for Veep Push and Labor

A4
(Y]

cretary Donovan to meet regularly with labor leaders in
the future. Heagan also wants to meet with them again, but
Qwa as freguently as 3Bush. Feagan and the labor chiefs

found one point of agreemsnt: Certain provisions of the

\
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STORY: SPEAKES

Hobbes Act should be returnedi to state control.

ot

"hwe White House has received enough

assassinaticn attempl. = It’s regarded as a very serious

red e

matier. To minimize the dangers, the press office will

announce Heagan's travel plasms closer to the date of

)
ot
®

CiA. Op Friday afternocn, %d Meese will hold a briefing to
announce the controversial executive order relaxing
restrictions on the CIA. Deputy CIA Director Bobby Inman
also will participate in the dbriefing, but William Casey

L

will not be present. Why? "~ 'Because he’s not articulate,

ays Speakes.
Department of Fducation. Secretary Bell has been given the

mission of going to the Hill and drumming up support for
his proposal teo downgrade the department into a foundation.
If he can”t generate enough votes to make passage a likely
possibility, then the White House will turn to some other
alternative. Jim Baker has told Besll that he must win the
support of the House boll weevils if the foundation idea is
to get through Congress. [(Whisper?]

1982 Qutlook. ~'I think you’ll see an evolving foreign

&

policy next year”” which will include

A

‘a steady drumbeat

of pressure”” on Cuba to halt its activities in Central

_America. The adminisiration will seek the cooperation of

S—other Latin American countries to tighten the economic

boycott of Cuba, and a naval quarantine to halt arms

-
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shipments is & possibpility, says Speakes.
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o
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A teur of Europea:s capitals is likely,., says Speakes, but
he knows of no specific plans except for fthe annual
economic summit in Paris in July.

He beliesves the President will tone down his anti-Soviet
rhetoric, but only because the U.5. arms buildup is a
better way for Reagan to get his point across to Moscow.
"*The President just is not going to back off building up
defense. That’s got to be perceived as & solid, irrevocable
commitment before we can have any success in the arms-
limivation telks.””

The only way Reagan would give on defense spending is if
(” ie would zive a litte off d=fense and get a lot off
domestic spending,”” says Speakes.
deep...¥e're still looking for a way 1o cap the entitlement
programs . They take a larger share of the budget each

a4

year.
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__President Reagan will allow some PATCO strikers to be
rehired as contrcllers without seniority; Richard Allen
will likely resign after he’s cleared of wrongdoing; Bush
aide Rich Bond will soon be assigned to the Republican
Naticnal Committee as defacto chairman under Richards.

idea of easing the penelties he imposed on the contollers.

"Ee’s been thinking about ihis for some time,”” says
Eaker, who allows that as many as 1,080 or 2,002 could be
rehired as controllers. But he quickly adds that they will
~only be rehired at the bottom of the ladder--no seniority.
Baker ecknowledges that Transportation Secretary Drew Levwis
is very much opposed tc the idea. No timetable was
suggested. The first step is for the President to 1lift the
3-year ban on reemployment.

£llep._Beker says it’s "““plausible”” that Allen’s
resignetion will be tendered sometime during the helidays
when nobody’s paying much attention. Even Ed Meese is
coming aroupd to the view that Allen must go.
. Allen shculd have been forced out after the first week of

(

Lews stories about his dealings with the Japanese, says

7 7

Baker. Allen’s media blitz was " “stupid. Allen was

(MORE)
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ellewed to stay ““tecause of this system we have here,

4 " :
which does not allow Baker to fire people who work for

Meese. Meese’s lawyer-like approach to things kept Allen
frorm being fired--what Baker descripes as the ““old due
process game.’ ’

L major reason Baker 1is disappbipted by the héndling of
the Allen affair: ~"We’'ve done so well learning_lessions'
frem the Certer administretion. Most of us here saw the:~
parallel to the Bert Lance affair. The name of the game is
protecting the President.’’

No successor tovAllen has been discussed. Baker thinks
Bud hance 1s "‘a good guy”” who did ‘a damn good job”’
laying out the options during Monday’s NSC meeting on

pia.  "Ke has one advantage: Ee gets along with people (a-

’

stedb at Allen). He's got good ties to the right wing.”’
Folitics. Bdacted——Redacted—-—-Redacted-——Redacted—--Redacted——Redacted-—-

-------- ~-Jdacted—---Redacted--—Redacted-—Redacted—-Redacted---—-Redacted--
---—-Redacted--—-Redacted-—--Redacted----Redacted--—-Redacted---—-Redacted—-Redacted--
---Redacted--Redacted--Redacted---Redacted--Redacted——Redacted—--—Redacted---
—--Redacted-—--Redacted----Redacted—---Redacted----Reda~*~- .~

—-Redacted--Redacted—Redacted—Redacted—Reda SO2¢ ¥ i11 e

-

arpointed to the RNC within & week. John Mashek, who
rarticipated in the interview, says Bond will be Baker's

mén--giving Baker more control over the committee. Baker

says Bcrd will ““beef it up a little bit.

Bond ‘s sppointment also reflects an effort by the White
Ecuse to get mcre cortrol over things in advance of the
1882 electipns}'Baker says he will hold weekly political-
meetings in his office beginning early next year. "‘1881
'.qs a roclicy yeer,”” he says, ~'1982 will be a political

(MORE)
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Eaker’s opinion of Richards was expressed this way: Ee
erossed hisveves and made a silly face. Asked if Richards
had teen any more disloyal than Stockman, Bakér replied:
“*It was Stockmap’s first mistake. It wasn’t Richards”’
first mistake.”’ '

Security. President Reagan is becoming mcre isclated as a
result of the Lybian threat. Although Beker thinks there is
reason to be afraid of the Lybians, he suggests that the
memory of March 3% alsc has much to do with the ‘current
security arrengements.

*“These people aren’t amateurs,’” says Eaker, who now has
rotnd—the—clock Secret Service protection. | He wa$ glmost

"lled by en amateur.”’

Reagan has already cut two things out of his schedule as
& result of the new security: (1) Laying a wreath &t the

- tomb of the unknown soldier and (2) attending industrialist
Tex Thornton’s funeral. Other things may be scratched,
incluvding lighting of the national Christmas tree. Baker
ackncwledges that these security preceutions will alter
Reagan’s campaign style next year, but he argues that
Tressing the flesh is not as impoertent as it once was.

Eccnomic sancticons against Lybia are under consideration,
but EFeker refuses to discuss the opticns on grounds they
are classified. He éderies charges that the wWhite Eouse
manufactured this crisis to divert attention from other

ﬂwﬁiﬂésu Ee ackrowledged that.it would te er act of war if

(MORE)
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the Iybians succeded in killing someone.

in cuts for 1583. That includes entitlements. But Baker
insists that the deficit figures currently circulating
through Weshington ($189 billion in ‘82, $152 billionm in

‘83 and $162 billion in ‘84) “‘are not the deficit
figures.’” Ee says the figures have not teen set yet. Baker
thinks the deficit will te closer to $85-9¢ billion. Ee’
says the Fresident will accept only & or 4 pillion dollars
more 1rn cuts from the defense budget over what he_initially
rrorcsed fer the three year period.

Unemployrent will hit at least 9.2 percent, says Baker.
Ee predicts the recovery will begin in May with inflation

lling tc & percent ard interest rates tc 12 percent.

What wes lLaxelt trying to say by criticizing the budget
cuts last week? " "He was saying we’'ve got to get to
entitlements.”” Baker says entitlements will be cut, but
“‘we ain’t gcing near Social Security.

Catinet._Most Cabinet members are balking at the cuts that
OMB wants to meke in thier 1983 budgets. Ironicelly, Energy
Secretary Edwards--whose department is supposed to'be
abclished--céme in with the most complaints. He’s |
challenging 51 items. Donovan 1s challenging only four bdut
they are tig ones. Eow about EPA? ““She won some and lost
scme. She’s going to the President to appeal.””

lessons._Eere are three lesscns that the Presidernt has

“:searned during his first year in office:

(MORE)



STGRY: WEUZ2 ' PAGE:

(1) Zo not méke rclicy rronouncements tefore you subject
\them tc a political anelysis. This comes frem the Social
Security faux Pas.

(2) Tc not be tooc deferrential to Congress. Baker seays
Reagen stroked Congress tco much at first end this is why
their fall offensive never got off the ground. " “We went
out of ouvr way to learn from the Carter experience,’’ he
says. ~¥e’d go ur there and stroke them all the time. But
wvhen we leaunched cur fall offensive, it fell flet. The
President didn”t éxert any pressure. You can’t expect
leaderchir frem Ccngress;y the President must lead. Ee must
nct be arrcgant. Ee must be thoughtful and considerate, but

’

ke can’t let them run it.”’ Ee says Reagen ultimately
" rought Congress btack in line with the veto.
(3) Lo not let embarassing personnel probdlems fester. As

Paker says, = VWhen you have & boil, lance it quickly.’’

(END)
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Rz: Sperling br2akfast: Stansfield FTurner, former CIA
di

Libyas On Libya, Turnar asked to 20 on background as a
Pravious Administration official because of ““this most
extraordinary situation with lesaders (Reagan and Waakar1)
debating the issue of assassination squads in public.

farner, however, 3id not think the Administiration was
overplaying tae episode ani I think thesy ve 2ot a genunine
problem on their hanids.””

ATl thz same tine, Turner warn2d that no source is 123 p=2r
ceznt reliable in this situation no matier how vou tear his
story down. Aske=d if Casey, praissi by Turner on the record
for ““doing very well”” at the CIA , should be telline
fe2agan and others not to spr=zad th2 word about the
assassination plot story, Turner says Reagan is the policy
sztter and can obviously talk about it in the op2n if he

wants, But he expressed dismay over the *“garrulousness”’
and ““loose mouth2d”” talk goinz oa. He described Qadhafi
f“ an irrational man, saving Libya nhad a role in the Munich
« —augntsr of Israeli athletes at the Fanes and then turned
ics attention starticg in 1879 to international terrorism

Turner said his worry about all the talk now is ~“thearse
are psychotic people aroundi. They near all this
assassination falk and sonm2 think they are tapped by Hod to

do the de=2d, furner had no idea what the Administration
would do about leya but said they could resort to covert
action in the way of propaganda, politics of para-military

{The remainier of the material is on the record.)

Intelligence: Of the recent executive order on intelligence
gathering, he made these points. -

1. It was good for the CIA because it inproved ths
*“tonz2"’ for future operations by saving in effect "“we
want Zo0d intellizence,””

2. It was bal fron tae point thal opened up the CIA to
intrude into the privacy of indiviiual Americans, ~'a risky
business”” aftsr what the anation went through in the
Watergate Turmeoil.

3. Congress forfeiied some of its oversieht

respensipilities in nezotiating the document. Direction
should he 12ft to the Administratioa “‘or w2’3d have 335
#42as”” on how to run the agency. But he felt Congress was
(_,/coouted from its inportant oversight responsibilities.
4, He believes removal of a restriction in the Carter

gx2gutive order on iantelligsnce regzarding clearance with
tne NSC is in error. His argument is that removing the
restriction weakeas toe CI& direcisr *"sinca sone of my

{MORE )
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<jt";ﬁf’ ors didn”"t know about som2 sensitive matters until
‘ ittes nrouOh’ them out.””

: Tuorner said th2 US was ahead in some military
4 the Soviets ah=ad in others and I don’t
bzlieva in the window of vulperability.’’ He explained that
the U.S. has the retaliatory capability *“that no rational
Soviet leader can possibly belizve he”d win any
intercontinetal war.”’
Of Central Europe, he said tne 3oviets are ahead in 2round

powepr, but behind the U.S. in air pow

e said the confidence of our Buropean allies 1s the
primary vroblem now. He said the Europeans regard our

rrept neesptiations with the Sovists with som2 frieat

e

cause they beliave 35-23°s are labeled for Europe only.
en if taey are negotiazei out of lestendh, he saill the
SE has 1,598 1084 s PLus bombers to hit Burope. So there

¥ w2 can negotiate ¥ Burop2 out of vulnerability.
er“s view, the U.S. should be ready for emsrzzancies
11t teams in Navy and Marine Corps that can make
holds at world hot spots in case of enzrgency. de
oi2ld be supported by rapid sea and air 1if¢t
now in existence.
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L_zgggiivrurner says the morale at CIA was low wh2n
e because of the constant pounding from the
press, somne of it justified and much of it

.7 He feels it is up to snuff now and he also

i
1o
i

made improvements in the espionags unit, of
h 33 per cent of the personnel was over 58.

There was no criticism of Casey, only pralse. He said he
knew notaing of Cassy’s personal holdings and it was his
decision on whether to held them in trust or not. Turner
held his more modest portfolio in trust.

10 e gn b g jru

-

Siealth, Bi: In a post breakfast bull-session, Turner
spliclted suppert fer the 3tealth over too much devendence
on the 381, He said a generation or more of the military,
educated and heavily depenient on radar for tactics, would
he thrown off irack if the Bl gains vpromninence. He was
almost pleading ia his voice on the matter.

o Sz v s e W

Carter on JC“s book. He saidi he had been interviewed by
Jorian for two hours on the latter’s so-calla=d docu~irana,
heingz done with Jerry Rafshoon, on the taking of the
hostages in Iran. Turner s2ems to think it w#ill be an
obisctive look at the linger crisis of the Carter
Administration (Don't bet on it;——-iﬁ%.)

(END

Carter, dJoria an:_ Turnepr sald he hadl anot been in contact with

<;/_
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Fresident Reagan is ‘‘damn angry’’ that news of the
Lybian'assassination threat leaked cut. This is why
- everyone is &fraid to discuss the seanctions now under
ccnsideration. |

Gergen says the sanctions will be made known to
ccngressicnal leaders shortly and will beccme public
knowledge before our deadline.

Why is the President so angry that people know about it?
““VWe wanted to avoid any sense of crisis,”’ says Gergen.
““It’s getting out of hand.”’

Gergen strongly denies stories that the U.S. has very
litile evidence of & threat. He claims he has been assured
by Mike Ieaver that the evidence ils solid.

Tke current security measures are not likeiy to be
lifted any time soon, according to Gergen. It will likely
hamper Reagan’s campaigning for GCP cendidates in 1982.

'(Eistoricai Note: According to several long-time White
Ecuse reporters, Reagan’s current isolatior compares to the
wey Johnson cut himself off from the public during the
Vietnam war. But Reegan is not yet as much of & recluse as
Nixon was in the final days of Vatergate.)

£llen._ The perty now being planned for Allen by & group
of leading conservatives has "‘raised some eyetrows around

(MCRE)
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here.”” In otker words, Jim Baker is not hapdy ebout it.
Althcugh it will rot help him regein his job at the White
Ecuse, Gergen seys, Sa mey help him in terms cf his
vltirate reputation on the outside.’;

No serious discussions have yet be held on the subject of
& successcr for Allen. Gergen says Nance hes been " ‘“very
respensive’’” as acting White Eouse national security
adviser and has improved his changes of getting the job
rermenently.

gesture to the air traffic controllers. AFL-CIC Secretary

Treasurer Tom Donashuve, who I met on his way into the White

Eouse, views it a rointless—-—even cruel--gesture. Ee says the

ccntrollers heave no interest in other federal jobs.

Gergen say§ the idea of allowing the striking controllers
back into the towers ~ “got a lot of negative reaction from
the President’s constituients.’’ Gergen says the military
is arxiocus to find mcre controllers because many military
cortrollers have moved into higher paying civilian jobs. He
says Reagan views his act as "“compassionate.’’

Gefgen SEees tﬁem:

(1) ““No conversation or document remains private for
riore than 24 hours. This was a herd lesson te learn.”’

(2) *“V¥hen dealing with budget deficits, Murphy’s law
erplies. Everything thaet can go wrong will go wrong.’’ Ee
nctes that the administraticn failed to predict a

(MORE)

PAGE:?



STUORY: WhUé i PRGES

recession.

(3) It was a'mistake to think thet the finencial merkets
wculd respond to the President’s economic program.

(¢) ““Overselling your program wili always have a price
leter cn. You have to make the best case for your progrem
to get attention on the Eill.”’
are going to get a year—-end interview with the President.
Gergen is asking Tavid Fisher, Reagan’s right-hand-men, to

helyr us put together the Fresidernt’s favorite cartoons.

(END)



STCRY :SPEAKES QUEUE :RAKX-RAK MSG e
MA €0 FMT: EJ: INI: OPR :RAK 712/10,17:41

MOEVMES ST, IR DR, R T, e, DEE BE, T, DB, S UE,
PA, FGH, SXM
FROM: RAK

RE: Background-ornly ivu with Larry Speakes

ccntrary, Reagan intends to halt U.S. imports of Libyan oil
after all Americans have left the country, Speakes says.
The President’s call today for Americans to leave Libya
vcluntarily is only a prelude to the halt in oil imports.
If all Americans have not left Libya by the first of the
year, Reagan will order them to leave and has the power
under U.S. law to do sc, according to Speakes.

The White House is not sure whether Cadhafi will realize
that an o0il cutoff is coming. While Reagan will not
publicly tip his hand to his intentions in advance, the
threat of a cutoff will always be implicit. So, the Libyens
should get the message.

The halt in Libyan imports will probably not come until
January. Steakes acted as though this decision already has
been made by the President. But we should keep in mind that
events could cause him to change the plan. '‘We’re being
super-cautious about what we say, so that there isn’t a

4

hcstage situation”” in Iibya, he adds. Now in Libya are
approximately 3¢ American companies, 1,509 American experts
and 40% dependents.

Steakes concedes that a halt in imports of Libyan oil will

(MORE)
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have little impact on Libyan oil production and little
irpact on U.S. o0il supplies. "It would be more in the way
of @ symbol than anything else...Cil on the werld market
all comes from one big pool...When we dip in, we can never
tell whether we're getting Libyan o0il or oil frcm somewhere
else.””’ A

Ee read to me from some briefing materials prepared by the
NSC staff indicating that & ban on imports from Libye would
cause only “‘minor interruptions’” for Libyan oil
production and the interruptions would be temporary in
nature. So why would the President bother to teke the
action at all? “‘It’s just to further isolate Libya.””

The U.S. in all likelihood will act unilaterally in taking
acticn against Qadhafi. There are“‘no strong indications”’
that Britain or France will go along, but that remains a
possibility, Speakes says.

The White House is smarting over the fact that Reagen has
raised Qadhafi’s stature several notches, at least in the
eyes of the Arab world. ''We do feel like this story got
out of hand and we fanned the flames. We have ourselves to
blame,”” says Speakes.

Then he pointedly pinned the blame on the President:
Reagan has been advised repeatedly not to even mention
Qadhafi’s name in pudblic, but Rawhide just can’t resist
reporters’ bait. There is some irritation among the senior
White Eouse staff that the President late last week and

this week constantly impugns Qadhafi to repcrters. All that

(MORE)
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dces i1s make Qadhafi appear more important than he is, by
virtue of being the object of so much presidential
attention. Speakes says Ed Meese was very irate when Reagan
rcse to the béit in an Oval Office photo session last week
and attacked Qadhafi. (Meese’s respcnse wes to try tc shut
ur repcrters instead of trying tQ shut up the boss.) Aides

are alsc pissed that Reagan has publicly made such

b

statements as (paraphrasing) ““Let Qadhafi come over here

and we’ll settle it on the mall.””

How legitimate is the threat of Libyan hit squads? "I
don’t think we’d be going through all these contortions,
security-wise, just for the fun of it.”” But Speakes
reports that FRI director William Webster has privately
voiced skepticism that the threat i1s serious.

Fer security reasons, Reagan will light the Christmas tree
on the ellirse Lecember 17 by flipping a switch inside the
White Bouse. ~“If we put him out there with a spotlight on

him, there would be no grander target,”” says Speakes. If

—Redacted--—Redacted-~-Redacted—Redacted-—-Redacted-—--Redacted--—--Redacted--—~edacted—--—-Redacted-—Redacted—-
-—--Redacted----Redacted----Redacted----Redacted-—Redacted—-Redacted----Redacted-—--Redacted---—-Redacted--—--Redacted----
— Redacted----Redacted----Redacted----Redacted--—-Redacted----Redacted—-Redacted----Redacted-—--Redacted---—-Redacted----
-—-—Redacted----Redacted----Redacted-—--Redacted-—Redacted---Redacted----Redacted--—-Redacted----Redacted-—--Redacted-—-
--—Redacted—-Redacted----Redacted--—Redacted-—-Redacted-—Redacted—---Redacted----Redacted—-Redacted--—Redacted-—
-——Redacted—Redacted—Redacted--—Redacted—--—-Redacted—Redacted—---Redactefg—-Redacted-—Redacted—-Redacted-—
---—-Redacted-—-Redacted--—Redacted--—Redacted--—Redacted----Redacted-—--Redacted-—Redacted----Redacted---—-Redacted--—
—-Redacted-—--Redacted-—-Redacted--—Redacted—-—-Redacted--—Redacted-—--Redacted—-Redacted—-—Redacted----Redacted----
----Redacted----Redacted---Redacted—-Redacted--——Redacted--—Redacted----Redacted-—Redacted----Redacted--—-Redacted----
-—Redacted--—-Redacted----Redacted—Redacted—---Redacted—Redacted--—Redacted-—-Redacted----Redacted----Redacted--—-
--—-Redacted----Redacted---Redacted-—Redacted----Redacted-—Redacted--—Redacted---Redacted----Redacted----Redacte d--—
----Redacted—--Redacted----Redacted-—Redacted--—-Redacted-—Redacted——Redacted—Redacted—Redacted---—-Redacted-—-
----Redacted---Redacted----Redacted----Redacted-—--Redacted—---Redacted----Redacted-—-Redacted-—--Redacted—-—-Redacted-—-
——Redacted--—-Redacted--—-Redacted---Redacted--—--Redacted—-Redacted--—Redacted-—Redacted—---Redacted—-Recacted—-
----Redacted--—-Redacted--—-Redacted—-Redacted-—Redacted—-Redacted-——Redacted-—--Redacted--—Redacted----Redacte d—
-—Redacted——Redacted--—--Redacfed----Redacted--—Redacted—-Redacted--—Redacted—---Redacted-—Redacted----Redacted—-
----Redacted--—-Redacted-—--Redacted—Redacted—-Redacted—---Redacted-—Redacted—---Redacted—-Redacted---—-Redacted——-
--—-Redacted----Redacted-—-Redacted—-Redacted--—-Redacted—Redacted—---Redacted-—Redacted--—Redacted---—-Redacted--—
—--Redacted----Redacted----Redacted---Redacted--—Redacted—Redacted--—-Redacted-—Redacted—--Redacted--—Rerartar-—
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Donofan rrobe. ~ There must be somethlng there,”” says

e e Wi o —— o

Sreakes, ° "because we’'re being awful careful about what we
say.’’ At today’s briefing, David Gergen said, ~“There is
no information known tc the President that would cause him
tc have any lack of ccenfidence irn Secreteary Donovan,”’
Streakes diplomatically describes Donovan as ' ‘adequate but
not among the best’” in the Cabinet.

Allen. Sreakes again cautions that Allen is not out the
door yet. Neither Baker nor Deaver is pushing hard for
Allen to leave, but both want him to. Meese is not saying
much one way or the other, and Lhis opinion is the one that
counts, says Speakes. He hinted that Baker and Deaver are
trying to allow Meese to come around slowly to their way of
thinking. They are not pressuring him to get rid of Allen.

Nevertheless, I doc smell a rat: Speakes praised the éood
job that Allen’s deputy, Bud Nance, has been doing running
the NSC in Allen’s absence. Earlier in the week, Gergen
rrivately pointed out what a good job Nance is doing. From
all aprearances, Baker (Gergen’s and Speakes’s boss) 19
trying to promote Nance to replace Alien.

Says Speakes, " 'The work the NSC staff did in preparing
the Iityan option papers under Nance’s direction was very
well received...Baker liked Nance’s memo.’’ He argues with
the claim that the NSC staff is in shambles. Instead, he

says there was better cooperation between the State

(MORE)
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Department pecrle and the NSC people over the Libyan
matter. The better cocoperation is presumebly beceuse of
Allen’s absence. Speakes did not quarrel when I suggested
that he seemed to be promoting Nance.

criticized Reagan’s decision to allow the fired controllers
to be hired for other federal jobs, the White House action
scored & few points with organized labor, Speakes claims.
Reagan also has pleased crgaenized labor somewhat by taking
their side in opposing legislation to make certein crimes
under the Hobbes Act federal crimes. They now are state
crimes. The Hobbes Act deals with acts committed during a
strike.

with a windfall profits tax on natural gas, Speakes says
the administration will seek some kind of higher tax on
natural gas next year. But the tex might not be @ windfall
profits tax. '"We could find some other way of twisting it
so that it isn“t a windfall profits tax.”” Increases in
excise taxes also are likely, but the political experts are

warning that higher excise taxes would be very unpopular.

(END)
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_ President Reagan and his advisers are likely to put up
with large budget deficits rather than cut deeply into
entitlement programs in an election year.

That’s the opinion of Fuller, who is spending almost all
of his time on the budget process these days. But he
erphasizes that decisions involving taxes, entitlements and
overall deficits will not be made until the 1983 budget
review process is complete sometime Jjust before Christmaes.

‘“Soreone around here is going to have to decide how to

rade cff entitlement cuts and big deficits in an election

’

year, ’ said Fuller. When it comes to that, he predicted
the decision would be in favor of bigger deficits.
Entitlement cuts are being viewed as very risky.
Fuller was reluctant to discuss tax increase proposals.

Ee says OMB is proposing a wide range of measures,
including & change in the effective date of the income tax.
Any change in the income tax cut would be unacceptable to
the President. Excise tax increases are likely, he says.
But a natural gas tax is " “more of a problem since the
President is on record opposing it.””

The current thinking on taxes: " "Either we will have to
propose something that ordinarily we would not accept or

~»send a package to Congress that is less than we want and

(MORE)
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hope to see some of these other things forced upcn us.”’
Although the deficits are still being debated, Fuller
says: I haven’t seen anything below 129 billion dollars.””

Fuller showed me @ hendful of documents recording the
current progress in the budget review process. At the top
of the first page was evidence that Labor Secretary Ray
Dcnovan had appealed to the President over on the
emplcyment and training budget. As a resultl, some of the
money was restored. Although Energy Secretary Edwards
initially appealed 51 items, the chart showed that only 8
of them went to the President. Overall, Fuller estimates a
tctal of 3% items heve been appealed directly to the
President by all the Cabinet secretaries.

Fuller says at least two department budgets—-Labor and
‘ommerce--will be smaller in real terms in 1S83 than they
were in 1881. For example, he says the Labor Department had
2@ 13 billion budget in 1981 and will get only 8 billion in
1982. (This reflects the cuts in CETA and TAA.)

The hottest debate between the White House and a Cabinet
member involved Attorney General Williem French Smith, who
strongly resisted the staff cutbacks prcposed by OMB.
and others last week by leaving town in the middle of the
budget review. Result: Most of the budgel decisions were
made without the help of Reagan’s top policy man. the
budget review commitee——the group that makes the decisions
short of an appeal to the President—-is suyrposed to include

(MORE)
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Baker; Stockman and Meese. Put Meese left town on Tuesdey,
issing hours and hours of schedule meetings on Wednesday,

Thursday, Friday, Saturday and Sunday. Even Fuller, who

preperes informetion for these meetirgs, was miffed.

for other federal jobs prior to the President”s decision to
1lift the ban on federal employment. One even tried to get
into the Army so he could be & military controller. No new

arplicaticns have bteen received since the announcement.

(END)
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_Meese described Israel’s annexation of the Golan Heights
as a "~ 'very short-sighted’’ step that seemed designed to
frustrate the Middle East.peace procéss at a time when
there was a good chance for proéress.
“‘There’s generally a reaction around here of grave
disappointment,”’ said Meese. "It raises a matter of grave
ncern about what progress can be achieved in the Middle
East. Ii’s so counterproductive for Israel.

**It’s very hard to figure his (Begiﬁ's) conduct out
there—-just a time when things seemed to be_moving along
pretty well. It’s a very short—sighted point of view. It°’s
almost as if there’s a sense of doing something that would
have the éffect of frustrating the continuation of the
peace process an a time when we really have some reasonable
prostects for doing something."

Meese says he has.no reason at this point to believe that
Israel is going to back dpin on the Siani transfer. But he:
added: "It complicates the whole Lebanon.situation.”” He
wveuld not elaborate on what he described as.  ‘reasonable

\
prospects”” for progress in the Middle East.

‘

Meese says it“s too early to know whether the U.S. can

ccenvince Begin to re.erse course. He says the U.S. will
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annexation. He does not rule out furfher steps.
He does not accuse Begin of taking advantage of the
crisis in Poland. '‘He’s done similar things in times when

’

there was no crisis,' ‘'says Meese with é sardonic laugh.
**I don”t think the timing of it was affected by what was

going on elsewhere. I have no reason to believe that.’”

President’s newly expressed willingnéss tg meet with
Brezhnev._Meese cautioned that the President probab1y ;ou1d
not meet with Brezhnev until the second half of 1982--a time-
frame I°ve heard mentioned elsewhere in-tie ¥hite House. Ee

ded that such a meeting “‘would have to be productive.””

- o ——

briefing that the Polish government imposed martial law.
~under pressure from the Soviets, Meese caut;ons:.f‘All
along there has been Séviet pressure there. But I would not
vant to connect any specific Soviet pressure with this act.
¥e don’t know of any direct pressure that caused it at this
rarticular time.”’

Meese adds: ~ ‘Without Soviet participation to a definable
extent, it’s pretty hard to go in and do anything. It’s
pretty much an internal m@iter. There are ways that we can:
support people who believe in freedom and greater
£lexibiliy as far as the government is concerned from an
gconecmic standpoint,”” he said.. ‘But our concerhs mainly

hoew we can help the people of Poland and how we can be

careful not to exacé.bate the situation.””

PAGE:
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Ee says they held up food shipments to the government
“‘so that they would not be using our aid as part of their
repressive schemes.”’

_éllgg;-keese, who previocusly expressed support for
Richard'Allen, now describes himself as perfectly neutral
on the subject. He also claims that he’s always been |
neutral, which is not the case. ' 'I have always said
exactly the same thing--that I have ;ot made up my mind at
all,”” he told us.

Today s Richard Allen appreciation luncheon will have
“‘no impact’’ on whether Allen stays or goes. Meese boasted

at he did not go to the luncheon and did not know anyone
who did. When I confessed fhat I had attended, he promptly
asked me to tell him who was there.

Meese added that Bud Nance is doing a good jodb in

Allen’s atsence.

(END)
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_More than 40@ persons, most of them prominent

Qach
conservatives, paid Sﬁ—dollarsnGO attend the luncheon.
Among the group was Labor Secretary Ray Donovan, who may
soon be in the same boat as Allen.

Also seen at the luncheon were were HUD Secretary Sam
Pierce, Lyn Nofziger, Rich Williamson, David Gergen,
Senators Helms, Laxalt and Jepson, Congressman Jack Kemp,
‘avy Secretary Lehmann, Charles Wick. None of the prominent
members of Congress stayed to eat, however.

Gergen’s presence was notable for two reasons. First, it
was an obvious attempt to improve his credentials as a
Reaganite. Second, he showed up only minutes after tellin?
the daily press briefing that the luncheon might do Allen
as much harm as good. (Just as Gergen arrived, one of the
sreakers, M. Stanton Evans, made a snide remark about how
few true Reaganites there are in the White EHouse:)

Thg luncheon began with a new first: A prayer that
attacked the press. ' 'We think today about our free press
and the kind of threat that it has on our freedom in

’

America,”” sald Rev. Norris W. Sydnor Jr. '“We should stand

sgether, knowing that the next time it might be us.”’
The whole affair was like a farewell luncheon. " ‘We

conservatives love to rally around a guy when he’s dead,””

N
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dinner for you, you know you’'ve had it.””

One of the sponsors of the lunch, Ed Fulner of the
Heritage Foundation, passed out a piece of paper explaining
that the lunch was financed entirely by ticket sales and
that anything left would go to Children’s Hospital. Fe took
a jab a reporters by noting that 15 of them ate free.

The speakers were Frank R. Barnett and Stanton Evans.
Barnett praised Allen as a ' ‘scholor, patriot and
persistent craftsman.”” His speech implied that Allen’s
misfortunes had something to do with Soviet agression
around the world. Barnett finished with a story of how
"llen many years ago got bitten by an ape in Africa and
administered anti-rabbies vaccine to himself each day
through a 3-inch needle into the stomach. (A particularly
odd choice of stories to tell at lunch.)

Evans»attacked the Washington Post, noting that no
srecial prosecutor was named in the Janet Cooke case.

"Allen, the last speaker, joked about the rabbies story:
"It has no connection with my present infirmity.”” He said
he was " ‘eager and prepared”” to resume his White House
duties as soon as possible.

According to Herb Berkowitz of the Heritage Foundation,
the idea for the luncheon was hatched in a telephone
conversation between Fulner and Joseph Coors. Justin Dart
. .nd William Simon were also involved in the initial stages.
Coors, Dart and Simon did not attend, however.

Berkpwitz said there were some snafus in the organizaiton

[ nDT
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of the luncheon. Among them: An invitation was sent by

mistake to Senator Proxmire.

(END)
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Poland. Because of events in Poland, the President this
wveek signed ap executive order Formally creating a

S luat

-

future crises,

composed of Haig,

the now-defunct

creation of the

an announcement

tear met ipn emer
=,

womnday. The grou

monitor th

ion Group’” {SSG) 1o monitor this and

he &rovyp is headed by Veep Bush and is

Weinherser aud all the other memters of
*“ecrisis manazement team.”’ It does not

White House has notl yetl announced

The
Special Sitvation Greour, but Steakes says

wlll be made scon.

(#7)

W

the executive order on Monday, after the

gency sessicn on Sunday and agaln ¢n

T has mel three or four times this week to

51s. Around the ¥hite House, the

oy

{“OR

s

v



Cjéuc has bteen referred ta as the N3C minus one’’ group
{minus the President). The White House did not announce the
creation of the grouvr, tecause officlals did not want to
contribute to the air of crisis. Por the same reason, the
grour is no longer being called the c¢risis managementl team.
The ¥bite House wanted to aveld use ¢f the word crisis.

Steakes says the crisis management team--which sparked the

heiween the Fresident and Haigz last spring when Bush

™
ot
e |
o
Lo ¢

was named ic head the group--was never formally created ty
5

(

\n;

gxecutive order. The new grougr, he says, —'is the sape
thing, just a different name.”’

There is very little the administration can do to control
events in Foland, Speakes concedes. ' The ornly weapen we
really have is world coinion...Holding up food aid or
breaking diplomatic realtions would not make much
difference.’’ At Thursday’s tress corference, Reagan

crobably will make an opening statement criticiznes the

(;/iish goverament. His remarks are intended to heighten
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(jlld disarproval cof the crackdewn.,
Speakes regards a trade embargo on the Sceviet Union as
*“not a realistic option...It would hurt us toc much.”” PBut
he does net rule out the yossibility that Reagan may 3
vltimately decide to embarge irade with Uthe Soviels. Reagan
has nol communicated directly with Brezhnev since the
Polish crisis erupted.

deizing any opportunity to imrreve relations with

yreanized lator, Reagan probaply will meet with the AFL-

A

. ~'This is

)3

0I0°s Lane Hirkland on Friday to discuss Polan:

i
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ene thing we see eve-to-eye on, ~ says Steakes. [Wh
Middle FEasi. The administration holds out littile hore that

el w w  ws a G —

Prime Minister Begin can be tersuaded to reverse his

LY e

decison to annex the Golan Helgshis. He s considered

impossible to control, says Speakes. The U.S5. will in all
rrobability veote in the UN to censure Israel’s action.

Steakes savs, again, that relations between the NSC

(;/ff and the Staete Uetvraritment have improved corsiderebly
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Since Allen ftook his leave of absence. Bud Nance, who is
runnine the NSO, is doing an excellent Jjet and has had past
ties tTo Halg thatl have enabled him toc get along tetter with
the people at State. Nance is also on buddy-buddy terms

with Wiliilam Clark, and the two have coordinated State~NSC

activities relating to Pcolard and Litya.

H
|y
\

Nearly evervone at the White House~-includineg Ed Meese-~was
irritaied by the appreciation luncheon the conservatives

C“ﬁld'fcr\ﬂllen. Without excertion, senior White House aides

\
X

say the d;nner will have no bearing on Allen’s fuiure.
David Gergen even sald publicly on Wednesday that the
dinner could ~“cut both ways’'® in affectinsg the decision
ahe@her to bring Allen back. In cther words, the &cod

inteptions of Allen’s friends backfired., The dinner

(_
u
(@)
~
L

crobably hurt his chances c¢f getting his job
: L

{#hister?] Steakes specvlates that Sam Pierce and Raymond

Doenovan--the only cabinet secretaries who sttended the

Luncheon—-=""probably were two guvs who didn’t get the word '’
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Subject: Weidenbaum

On backgroun&, Murray Weidenbaum says the Presiéenf approved
about $30 billion of non-defense cuts before leaving for his Xmas vacations
But that will not be enough to élose the huge deficits that loom for FY'!83
and FY 184, |

Though no final decisions have been made, Weidenbaum says he
believes the President wants to project a trendlihe of declining deficts
for '!3 and '34 to show that deficits do matter{ to hime

‘ That's why Weidenbaum has taken to the podium to declare that

"déficits do matter" to repair the damage done by CEA Member Niskanen's
suggestion that they dmxk aren't importante

Hence, Vleidenbaum says he believes Reagan will have to raise
taxes in the Jamary budget. He notes the President, in a recent interview
with journalists, excluded excise taxes from his pledge not to raise any .
taxese ;

This, suggestions Reggan will look at proposals to raise taxes
on imported oil, éigarettes, alcohol and the like when he returns to the
Thite House next week{ in order to find ways to close the deficitse

One thing, according to Weidenbaum, that Reagan won't do is
slap a windfall profits tax on decontrolled natural gas, But the President,
he says, may acquiesce to Congressional action to tax decontrolled gas in
some waye

Weidenbaum also says we can expect the Administration to depart from
its sténce of official neutrality on the issue of returning to a gold standérd°
He, himself, exepcts to speak out at the next meeting of the Gold Commission, in
Jamuary, against a return to golde

=y -
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FROM: SJF - White House >

o
TO:,CEEET LT, Jr, BFP, DXB, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH,
TG y
RE: The following are the results of Fridaﬂgj briefing at the White
House

President Reagan called upon the Polish government on
Friday to release all prisoners and allow Lech Walesa to
speak out.

At Friday's briefing, Deputy Press Secretary Larry
Speakes said that the United States has information that
Polish prisoners are being denied humanitarian treatment
and that Walesa is being held under ''de facto house
arrest.''

'"We're calling for the release of p;isoners who are
being held in violation of agreements,'' Speakes said.
''"Walesa should be allowed to speak to his nation and the
world."''

Speakes also said that the U.S. has no plans to halt
private food aid to Poland, even though government aid has
been suspended. He said the United States government has
reason to believe that privately supplied food and medical
supplies are being distributed in Poland through the
Catholic Church.

President Reagan's meeting on Friday with AFL-CIO
President Lane Kirkland also was focused on Poland. The
White House said that Kirkland briefed the President on the

results of his recent trip to Europe in an effort to help
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the Solidarity movement in Poland.

The Middle East. As the result of today's decision by

the U.S. to suspend its new strategic agreement with
Israel, Speakes said a number of meetings hagg/been
canceled between U.S. and Israeli officials. This iﬁcluded
almeeting scheduled next month of a new coordinating
committee that was supposed to work out the details of the
strategic agreement. He said discussions also were canceled
on a number of related matters which he refused to outline
specifically.

Affirmative Action. Even though the President indicated

in his news conference on Thursday that he supports the
Supreme Court's decision in the Weégr[?] case, Speakes said
‘that the Justice Department has been speaking for the
administration on.this matter. He said the administration
oppdses the Wegfr decision because it set what he described
as ''rigid quotas'' for affirmative action. But Speakes
insisted the President still supborts affirmative action in

a general way as long as it does not involve quotas.

Foreign Visitor. The White House also announced on

Friday that Egyﬁﬂjan President Mubarak will be coming to
the White House to visit President Reagan on February 3.
Do1z'er. The President today strongly condemned the
kldnappers of Brigadier General Dgﬁi/;r in Italy. Asked
what the U S. is doing to get DéﬁS{;r back, Reagan told

reporters:



Page - 3

“ST think that'everything is being done that can be
done. This, I think, is a terrible situation. It's a most
frustrating situation because I would like to be able to
stand sometime -- I'm sure we all would -- and say to the
people who do these things, 'They are cowardly bums.' They
aren't heroes or ‘they don't have a cause that justifies
what they're doing. They are cowards.''

(END FILE - JNM)
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Te the best of Gersen’s knowledge, the story in
today 5 Post assertine that ¥Wiliiam Clark will rerlace
Richard Allen is on target. Gergen says the source of the
‘6st story was one of the Big Three, presumably Ed Meese.
“he odds agalinst Allen coming back are 12 to 1, says

'ni, He speculates that the agppreciation luncheon held
for Allen this week may makz it =asier for him to resien
orace - ully and syare the White House more embarrassment.
Ful it may be weeks before the issue is settled. *°I don’t
see this situation 5éia£ resolved before Christmas. But it

has to be resglved before the State ¢f the Urnion [syeech],

¥

teécause with the State of the Uriom, you have to start with
a fresh agenda.,’”’

Clark has several assets, none of which is his vast
inexperience in foreign affairs. First, Clark would be one
who could minimize the chroric friction between the NSC
staff and the State Derartment. He gets along well with
toth Halg and Weinberger (whom he has known since their
“He is someone who would

days together in Sacramento).

e

have a8 great deal of strength on the coordination side,”’
vas Gergen. Clark alse gets aloneg well with Bud Nance, who
iresumably weuld remain the numter-two man on the NSC

{MORE )
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staff. Second, Clark “‘is a man of stature’” in the
(T\Si&enb s eyes and thus miegkt have more access to the
Cﬁél Office thapn did Allern. Gergen Toints out that Clark
tired Meese in California and always has been regarded as
leese’s senior. Gergen guestions whether Clark would be
willing to rerort to the President through Meese.
Donovan. Despite what Reagan said in yesterday’s press
conference, Donovan has never talked directly to the
Eresident aboul his problems with the FBI. Donovan’s
éssurance ¢f bis innocence went to Reagan indirectly--
through sericr White House aides. "“¥e don’t want the

Fresident to 2el too close.’’ Gergen also notes that the

gssurences Dopovan has rrovided are limited to his

&

fod

aclaratior of innocence and his assertion that " “the

322

( ters under investization are the sare matiers dealt with

tis confirmation hearings.”’

Gergen ceufiously rvoints oui that scme of the sllegations
contained in news stories were never a part of the Senate
confirmation bearings. He seems to question whether Donovan
has told tiue full truth.

The possible ““initiatives”” against Poland that

limited te economic sanctions, says Gergen. He cites such
possibilities as denving Poland most-favored-nation status
and disccuraging U.S. banks from renegotiatinrg the terms of
loans to Polang.

The White House assessment today 1s that the military

(MORE )
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government rrobably will be able to crush Solidarity
(f‘hout direct Soviet intervention. " “The martial law seems
to be working.’’ If the Soviets do not intervene, it is
very uniikely Reagan would consider ecopomic sanctions
against Moscow.

Golan_Heil The State Deyartment today is anncuncine
the susrpension of some aspects of the memorandum of
ynderstanding signed with Begin last month to formalize the
military alliance tetween the U.5. and Israel. “‘We’ve got
to be tough. If he [Bezin] is zoing to play hard bhall,

we “ve got to vlav on the sarme field...And this alsc sends a

wn

¢

message to the Arats.’® The President was more disappointed

than irritated by EBegin’s action, says Gergen. " “But there

%

was & high degree of irritation among other peotrle arcund
e,
(\ :

The White House believes the chances of getting Begin to
reverse his tosition are slim @t bhest. There 1s no concerrn,
scowever, that B=2gin will hold up the scheduled transfer of

the Sinai. “"The peace process seems to be moving along

&
ANYwWay.

- — i ——_ay, 53 W .

reviews of Reagan’s press coaference performance were
“*mixed,”’ savys Gergen. The President hiwself was
““curious’” about the reviews, because he did not feel it
was his best performance. Gergen worries that Reagsan way
not have appeared to viewers to have been completaly on top

of the Folish crisis. But he praises Rawhide for giving

Q : (MORE)
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crisp answers and not saving anything he didn’t intend to
(j"-—with the exception of his blanket refusal to raise
aéxes.

Reagan still is committed tc the ZZ-billiion~decllar rackage

“

of ‘‘revenue enhancements’’ he proposed in September, and
he 597111 will go along with closing certain tax loopholes.

geraen says he cannot say whether Reagan will g¢ 2long with

3

£y

MB and Treasury recomendations for increases in excise

¥

ares, a windfall profits tax ¢n natural zas, etc. Gergen

s

vs that during Reagan

)

S interview with Tom Brokaw--taped

Ve
[ 7]

after the press conference—-Reasgan left the imuression that
ne would te willing to swallow btiz deficits in the years
shead.

W N AR i e o

(‘ sed version in lizht of the resolution signed by 61

senators endorsing it? *‘He hasn’t come around to that

¢ 2

Toint yet. Put Gergen doubis that the White House wceculd
actively oppose the House-passed version if it came up for
a vote in the Senate.

{(END)
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David Gergen volunteered in private a good deal of
informaticn about how and why the transcript of ocur ivu

with Heagan was edited as 1t was by the Wnite House:

Gergzen would have preferred that he be the only one on the

f toc see the transcripl before approving it. Rut

s

stia
because we gave the White House free license to edit the

transeript, he says, he was compelled to pass it around for

AT,

omment. Censequently, the tranmscript was reviewed by Mike
Deaver, Jim Baker, Rud Nance, Mort Alliin, Richard Darman
and possiuly others, including Ed Meese. The changes alseo
vere discussed with the President over lunch ¢n Thursday.
Gergen reports that there was a heatec debate among

NNy

members of the senlor staff cver the question, Would you
rule out a summit [with Brezhnev] if the Soviets invade

Poland?”” To that guestion Reagan responded: ~ "Well, that’s
npard tc say. It could go either way. It could make it more

s’

desiratle or less.’

bt

treanscript, Beasgan’s original answer had been crossed out

~ard a new one-word answer was inserted: "'Yes.’” As you can

|
see, scmebody (whom Gergen did not name, but it could have

bpeen Meese, Nance or some othner hard~liner) literelly

atterpted te set adminisiration policy by changing the

ut after some senior staffer had gotten his hands cn the



e

President s own thinking in resporse tc the question. The
gravity of the change dié not escape Gergen’s attention and

he took it up with Baker and, ultimately, Reagan. In the

el

end, Reagan reverted tc his criginal response and overruled
the unnamed alde’s attempt to change administraticn policy
or the guestion of a summit with Brezhnev.

Eowever, Reagarn s responses to our other guestions on &
pressible summit were watered down in other ways. The White
fecuse maintains that those changes were made to reflect
changes in the President’s thinking between Tuesday and

Thursday. By Thursday, the evidence of Soviet pressure on

the VWarsaew government supposedly caused Reegan to alter hils

Pt

hinking somewhat orn the guestion of & summit. EHence,

Reagen’s response of VIt is comipg time to have a talk”™”

o R .

replaced with the phrase " "I’'m perfectly
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do it when the appropriate time comes.”” When /
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n was asked, ~Your not attaching preconditicns?”” he
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replied, No. But that response was changed to read, I

4

have already stated them’” and referred back to
preconditions added by White Fouse aides tec the text of an

riier answer by Reagan.

€3]

£

We also asked Reagan whether the (Geneva arms negotlations
woule affect the prospects for a Brezhnev summit. He
answered simply, Mo, I don’t think se.”” To that
(;fesycnse. aides added more qualifiers: ~“But the climate at
Geneva obtviously will affect our overall relaticns.

Similarly, Soviet behavior in a general sense affects

(MCRE)
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separate areas of our relations, including arms talks,

,»

trade, political end diplomatic.
Reagen’s response to our guestion about Richard Allen’s
future alsoc promuted a dispute among some senior aldes.
when asked whether Allen would get his job back if found
tree of wrongdoingz, Reagan aenswered, " "Well, wouldn’t that

b

be justice?’” The White House editors deleted that sentence
but ilater egreed to leave it in only after vwe appealed it
to Cergen.

The same thing happened regarding Reagan’s answer to
whether Israel’s anpexaticn of the Golan Heights was a
7viclaticn of U.N. resolution 242. Reagan originally said,

<_ “We think i1t has been violated in this move.”” The White
House editors struck that phrase and reviaced it with, " ‘We
think the unilateral action has made it more difficult to
implement those regulations and to advance the peace
process.”” The President was willing tc call & spade a
spade, even if some of hic advisers weren’t. When we
arpealed the change to Gergen, the White Hcuse approved
Reagan s original answer.

Gergen says that Reagan himself admitted that he was more
candid with us than perhaps he should have been. Gerzen
guctes the President as saying something like, " “You know,

-

you get chummy in a group like that.”” Iuring our ivu some

~—~apport did seem to develop. Reagan was relaxed and
telkative. {You will recall his parting comment that we
were a good audlence.) Uanfortunately, much of the rapport

(MURE)
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we established, as reflected in Reagan’s answers, was
destroyed by the White House editors. Gergen says Reagan

was not as concerned as his aldes were about toning down

L

his responses.

n

=

ome G

The bits of insight we gained by talking directly to

i

{eagen were comproemised by the White House editers. In

+

additicn, Gergen roints out that the time it took for the
Wnite Bouse tc apreve the transcript was considerably
lengthened by the facl that our ivu guldelines allew for
editing.

When 1 asked Gergen his opinion ¢f our system, he said,
“*Journalistically, I think you're better off if you don’t
¢ it (eilewing the ivuee to edit his answers;,
particulariy when it is the President.”’ Gergen seemed very
weary of the battle that he had to go through to get the
trenscripgt aspproved. There is no evidence--at least with
Reagan-—that we improve cur chances 0f getting anrn ivu
because we allow editing. In fact, when Gergen called me

last week tc¢c say that the ivu had beern scheduled, he asked

whether the White House would be a&ble to see the transcript

o

(o)

ne

before it appeered in print. The ivu was net contingent
upon getting the transcript approved.

I weuld like to offer a suggesticn: For future interviews
with the President, perhaps we should modify our
—=roundrules to this extent--allow the White House the right

t¢ veto the transcript as edited by us, but not allow the

oF

White House to edit the trancript. Under this arrangement,
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ne White Eouse would have the right Tc either spprove the
ivu as is, or reject it entirely, but it would not have the
right to edit the President’s language. After all, the
President should be held accountable feor what he says to
reporters, not for what his gides think he should say to
reporters. This arrangement would have the advantage of
gi#ing the White House & chance to see the text before
publicetion and to refuse publication if the President has
sald scmething egregiously objectionable. It alsc would
prevent the kind of gang—-bang editing thet we suffered in

this latest Reagan ivu.

(END)
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President Reagar will not decide until after New Years
on possible tax increases for fiscal 1983 and 1984,
according to Chief of Staff James Baker.

In briefings on Tuesday, December 22, Baker and others
insisted that Reagan had not yet seen the tax increase
proposals prepared by his aides. They also suggested that
whatever tax increases the President accepts, they will be
portrayed as being '‘of a type that would not conflict with

ae stimulative nature of his economic program.”’

Here (in a classic example of White House gobbledygook)
is the official explanation offered by David Gergen:

*‘The President is opposed to any new increases in taxes.
He belives that the growing burden of taxation has been a
major contributor to the economic deterioration of recent
years. He also believes believes that (the earlier tax
cuts) lay a strong foundation for econcmic recovery in 1982
and should not be changed. It may be that proposals for
selective tax increases of a type that would not conflict
with the stimulative nature of his economic program will be
presented to him by his advisers or by others, including
*he leaders of Congress. The President has not invited any
such proposal nor have any been presented to him.’”

Gergen added that the 22-billion dollar package of

selective tax cuts outlined by the President last September

fasnnm\
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is still under consideration. But he insisted that reports
of a 35 to 49 billion dollar package did not refer to any
*“formal rroposal’’ now under consideration.
have already been decided upon, including many of the
entitlement cuts.
government’s curretn cheese surplus will be distributed in
5-pound blocks to poor people through the states. The total
surplus is 560 million pounds. The 39% million to be
distributed is valued at 43 million dollars. Most of the
cheese is currently stored in warehouses in Kansas City. It
5 cheddar--not brie, as some cynics suggested. Political
cartoonists will probably enjoy this development as much as
the poor recple who get the cheese.
report outlining the achievements of Reagan’s first year.
The 10,009-dollar printing costs were paid by the
Republican National Committee. The report”s best feature is
a chronology of events of the past year.
In a press conference designed to call attention to the
report, Ed Meese gave the administration an ““A“ on
foreign policy on grounds that things are better in the

world today than they were & year ago.

(END)
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President Reagan and his aides are not as upset &s you
might imagine about the political impact of of record
deficits in fiscal 1983 and 1984.

**It’s a matter of expectations,’” says Williamson.
““Richard Nixon went to China and Ronald Reagan can preside
er big deficits. Nobody is going to believe that he is a

big spender.’”

It’s possible that Reagan’s new official forecasts will
prbject deficits in excess of 160 billion dollars for the
next two years, despite new cuts in entitlement programs
énd new tax increases. Williamson says it has been decided
that the projections must be ‘“totally defensible’’ to
Frove fhat Stockman is not playing with the figures again.

_Just as he did last Feburery, President Reagan will tiry

to sell his new budget package with a media blitz--including
public speaking engagements around the country. Most
arpearances will be in the Frostbelt, says Williamson.

Entitlement programs will be cut 11 billion dollars in
¥iscal 1683 and 15 billion dollars in 1984. Most of the
savings will be achieved by changing the cost-of-living

escalators.
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Reagan’s aides are rroposing tax increases of as much as
59 billion dollars, dbut the President is not expected to
buy it. The options include (1) an increase in the fuel tax
as proposed by Transportation Secretary Drew Lewis, (2)
increased excise taxes, (3) windfall profits, (4) higher
taxes on imported oil and (5)'a luxury tax on such items as
fur coats (Nancy’s girlfriends will be upset). Even if
Reagan refuses to go along with all of these, his aides
hope they will be thrust upon the President by Congress.

Williamson, who spends a lot of time with governors and
mayors, says Reagan has agreed to ease up on UDAG and water
project cuts in response to an outcry from governors and

rdrs. Ee says Senators'Laxalt and Domenici, both of whom
previously served on the state and local level, had an
impact on the President’s thinking on these matters.

He says the governors and mayors are upset for these
reascens: (1) They are entering an election year with 36
gevernors up for re-election. “‘It°s not a bad idea to put
a little daylight between yourself and the President””; (2)
In the last round of budget cuts, Reagan got 95 percent of
the cuts bhe wanted in state and locel programs, tut only 60
rercent of the flexibility he sought in federal regulations
governing those programs, and (3) since most cities and
states operate on a fiscal year beginning July 1, they have
been in business for rearly six months without any
Endication how much money they will get from the federal
government.

(MORE)

PAGE:

2



STORY: WEUZ2

Rollins recently came up with a memo proposing strategy for
the 1982 elections. Each Cabinet officer plus the Vice
President will be asked to commit 16 to 15 days of their
time to the campaign. The President will be used as needed.
Deaver will head up & special planning group.

The President’s primary role in the election campaign ﬁill
be two-fold: (1) television spots on behalf of candidates
and (2) bringing candidates to the White Eouse to be
Thotcgrarhed with Reagan.

Who is aggitating the hardest for a personal visit by the
President? Answer: Heinz and Thornburg.
safe, at least for now. Williamson says it is too late to
maké a change. He thinks the White House missed an
opportunity to act as early as last August to quietly get
rid of Richards. ~'It would be hard to change horses now, ’
says Williamson. " “The thinking is: “You’ve got your horse,
now keep him in the barn’.”’ . |
Williamson says the right-wingers are furious about the
- appointment of Rich Bond to the RNC. He thinks Jim Baker
made a mistake by putting Bond at the BRNC. In Williamson’s
view, it makes Baker directly responsible fer success or
failure at the RNC in the next election. ~“Jim is exposing
F*mself too much,”” says Williamson. " ‘Whatever happens
next year will be viewed as a victory or defeat for him.”’

= =

(MORE)
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“The reaw nerves are getting worse,”’ says Williamson.
“It“s not the same collegiality. VWeaknessess are showing.
Jim has been more outspoken than he should have been.’” But
the three are too smart to let things get out of hand. The
scurces of this tension: (1) Meese’s handling of the Allen
affiar, (2) Meese’s weak staff and (3) Meese’s absences
from the White House. Williamson refers to Meese as
*“Eamlet’’ because he is so indecisive.

Despite Deaver’s declarations that he is leaving in 1982,
Williamson suggests (and I agree) that Deaver is.  “the
least likely of the three to be gone from the White House

’

12 months from now.’
that he intends to shake up the White House national
secﬁrity structure, there’s nobindication that anything
~will change on the domestic policy side. Martin Anderson
does virtually nothing, according to Williamson. But some
administration officials, such as Richard Darman and Daviad
Stockman, are just as happy to take up the slack
themselves. According to Williamson, Stockman recently told
a White House group in reference to Anderson:. ‘Let

sleeping dogs lie.”’

(END)
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President Reagan announces sanctions against the Soviets for
their support of repression in Poland. Background briefing by
Under Secretary of State for Political Affairs Walter Stoessel.

The President’s statement, and a press statement are attached.

In his letter to Brezhnev, the President said that the human
rights violations in Poland are contrary to the Helsinki Accords
and informed him that the U.S. would have no choice but to take
political and economic steps if conditions did not improve.

After studying the reply, the President has concluded that the
USSR is unwilling to take action to curb the repression against
the Church, intellectuals and workers in Poland-—-and that instead
the Kremlin may be encouraging such measures. The U.S. and its

allies cannot stand idly by.

Six sanctions have been announced:
1. All Aeroflot service to the U.S. will be suspended. Two

flights a week from Moscow to Washington have been in service
and in 1980 Aeroflot carried about 6,000 roundtrip passengers.

The State Department and other agencies are now invoking
suspensidn procedures which will take a few days. The U.S. will
t( ' no longer be obligated to permit a specific number of
flights into the country by Aeroflot.

(MORE)
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2. The Soviet Purchasing Commission is being closed. This
é;sanization.»originally the Koma River Purchasing Commisssion
is located in New York with a staff ceiling of ten.

It is not incorporated under U.S. law, but resulted from an
agreement in 1972. It is responsible for placing one-third of
all non-agricultural export orders from the U.S. to the USSR.

3. The issuance or remewal of certain licemses for export of
high-technology materials is being suspended. The Export
Administration Act already lists items that require licenses for
sale to the Soviet Union. After the invasion of Afghanistan this
list was tightened. Now it will be tightened further, dropping
the threshold of goods that might be blocked.

4. Negotiations on a new long—term grain agreement are being
postponed. Our grain agreement with the Soviets was signed in
19r5 and extended last September for one year. It expires on
September 38,1982.

Under that pact the Soviets must buy 6 million metric tons
annually, and the U.S. must make up to 8 million available. The
U.S. has also agreed to make available an additional 15 million.
So far the Soviets have contracted for about 12 million tonms.

These sales will go ahead. The grain action will have no
immediate impact (There is a world grain glut this year in any
case-DM) but should be seen as a signal of what may still be
done if the Soviets refuse to alter their support for repression
in Poland.

5 Negotiatidns are being suspendgd on a new U.S.-Soviet
M\"time agreement. -The present pact expires on December 31 this

(MORE)
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year. It allows the Soviets access to 40 American ports and only
(

reyuires a four day notification of a visit.

In the absence of a new agreement, conditions revert to where
the Soviets mﬁst make a 14-day advance request to visit any
American ports. These will be considered on a case-by-case basis
and the U.S. will take a restrictive stance--particularly on
cross—trade journeys which involve third country ports.

Negotiations=on a new accord had been going on up to the middle
of this month, and were to be renewed shortly. In. the first 11
months of this year Soviet ships made 337 port calls in the U.S.

6. Licenses will be required for export to the USSR of an
expanded list of gas and o0il equipment. Licenses for energy
related sales have been required, ‘but approval will denied on a
larger number of items. Energy is one of the Soviet’s weakest
technological fields and dependence on U.S. trade is great. This
ban will include pipelayers.

Last summer the sale of 100 pipelayers to the Soviet Union was
approved. Another request for 200 machines will now be denied.
Stoessel admitted however that this would simply make the
construction of the Siberian-Europe pipeline more difficult and
not block it.

e U.S;-Soviet exchange programs on energy, science and
technology will be cancelled and other ones reviewed. This
basically affects 11 agreements which were downgraded after the
invasion of Afghanistan anyway. Two key programs that expire

this Spring will not be renewed and others reviewed.

(MORE)
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* Total American sales to the Soviet Union were 3.6 billion

(

doslars in 1979, ‘1.5 billion in 1980, and 1.3 billion in the

first eight months of this year. Grain traditionally makes up

about three—quarters of all U.S. sales to the USSR.

* Object: We consider these steps moderate and measured in
light: of the overall situation. We already announced measures
directly against the Polish government, -and felt that it was
appropriate now to take steps against the Soviet Union.

We hope that this action will help persuade the Soviets to
encourage a lifting of martial law, ‘the release of political
prisoners and the reopening of the dialogue between the
government, the Church and Solidarity.

While nothing is automatic, if there is no change in the
present situation further steps could be comtemplated. There is
no specific timetable on these actions.

The President’s move differs from Carter’s in that it covers a
much broader area of U.S.-Soviet contacts, and was taken after
extensive and prolonged consultations with the allies;

* Allies: We have expressed:our desire for the allies to take
similar measures. We are in constant contact with them and have

4

been discussing such a >‘menu’’ of actions for months. We note
that most of the Alliance'has'already taken action similar to
our-own against the government=of Poland,'

It is still to early to see how they will respond—-but we are

hopeful that they'will'cooperate:1nysancfion5%aga1nst'the Soviet

U/ n. The allies were informed of our intentions within the

N
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last 24 hours and we have received no complaints so far.

+ Other contacts: The question of attending the scheduled Haig-
Gromyko talks in January i1s now under review. So too is the
question: of whether to return to the Madrid talks:on Security
and Cooperation in Europe. The meeting of NATO Foreign Ministers
planned over the Polish crisis may now be called.

The ongoing arms talks will continue as the President has
addressed the special character of those talks. Whether or not a
Reagan—Brezhnev summit can be held is hard to say. The President

has expressed his willingness if the conditions are right, but

no timetable has been set in any event.

(END)
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The followirng material comes_from_a_backround interview

with Ed Meese.

_Two news items:

* Bill Clark is Meesé’s No.l ckoice to replace Dick Allen,
who could be on his way out before next Monday.

* In Brezhnev’s letter to Reagan aboult Poland, the Soviet
leader responded positively to the President’s suggestion

of a summit meeting next year.

11len’s_departure.

hs

_When asked about Allen, Meese
instructed me to call him at home on Friday because he
tnought he might know something atout Allen’s future by
then. ~"It’s possible we might reach a conclusior before

Monday, ” he said.
Asg=d about a'repla¢ement. Meese offer=sd to take me into

his ~“innermost confidence.’’ He then divulged that his

s

““personal choice’’ would be Clark.

ard

I had not.wanted to think about this, Meese

corfessed, ““but you can’t help thinking about it...you
can’t be caught flat-footed. It would be dependent upon to
what extent he (Clark) could be spared over there (at the
State Department.) I have confidernce in him personally

a4

because we 've worxed together for so long. He adds that

\_ irk also-gets along with Eaig ard Weinberger.

Meese has not yet discussed the idea with Clarx or Halgz.

Brezhnev’'s_letter. Brezhnev’s letter says that the Soviet

(MORE)
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bh-og/gj;j‘::} intend to take any action to alter the

situétion in Poland. "It made it clear that the Soviets
were not willing 10 take the necéssary sieps 10 alleviate
the re?ression in Poland, says Meese.

Neve;theless, Meese says, the letter increases the
chances of ajEeagéﬁ—Brezhnev summit durinrg the second half
of 1882. ~“One of the thinzgs that was in the Soviet letter
was that they did want to talk aboutr some of our‘mutual
concerns, ’ says Meese. "So it leaves open the possibility
that talks might be fruitful on some issues of our
concern.”’

Although Meese refused to discuss & possible agenda for
the summit (he did not rule out Péland as a subject), he
scemed to be saying that Reagan thinks a scheduled summit
wouléd help to restrain the Soviets from invading Poland.

No dates féf 3 summit were mentioned, nor has there been
ary discussior of location. Meese said these details may be
worked out between Haig and Groymko vwhen they meet in late
January to arrange the beginning of the START negotiations.

Polapd. Meese says he does not expect U.S. allies to take
any action to protest martial law in Poland. unless there is
a Soviet invesion. But the allies have expressed "a
willingness to acknowledge this whole problem”’ and support
7.S. actions. ~The allies are gradually coming toward a
firmer stand, but there is still a long way to go.”’

.udget Message. Keagan s nevw budget vpackage may include a
fev " “innovative steps’’ in addition to what has been

(MORE)



( cg&gizﬁzzzaicly so far. Meese declined to be specific.

but acknowledged that this could include the long-awaited

Plar for enterprise zones.

- It has not been decided yet when the President’s budget
message will be unveiled. Meese says it must be done before
Feburary 8, and tgﬁé all decisions must be mace in the
first two weeks of January to meet the printing deadlinss.
exceeding 199 billion in fiscal 1983 and. 1984. He says the
Presidert will explain that these deficits were caused ty a
combination of falling inflation and recession, both of
which sap government reverpues. He says the cooling of
inflation is depriving the government of 20 billion td 49

v_1lion dollars in revenue a year.

(END)
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Ronals Reagan s new rational security adviser, Williarm

jobs he’s.
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Yet in every pest in which he has served, including chief-
cf—=staff tec Covernor Reagaen in Celiforniz in the late 126¢s

Clarkz has been & success.
L
Ls th2 President’s rnaticral security aiviser replacirg
Eickara &llen, fSlarz is viewed by 7Yhite Souse offizials

asthe prefect man for the job. Reason: Unlize Allen, Clark

Hzig. Heazan bopes thkat Clarz will put an end te bicxering
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poses a chellenge for Feagan’s Big Three--Fd Meese, Jim
T\

F Clark technically will be

¥

1 -

( .er anc Mirke Teaver. Alt

vy

r

reportvirg tc Messe, he 1s exvected to have as much access

4

tc Feagan as any one of the Zig Tkree. (Ee.once was Meese’s

¢

i
b

\

boss.; Should one of the Three resizn, Clark 2also would be

staending in the wings to fill the vacancy.

o F

Clark’s lack of experience in fereigr affairs will also

cause him pdroblems at the White House. U.3. allies vere

a “‘nitwit’’ after he was unadle during ais Senate
confirmaticn hearings to answer elementary quesstions about
U.S5. relations with several couniries. Foreign diplomats
are ezpecied 1o be equally regative ahout Clark’s
a~DPcirtmepnt as national security chief.

In his new 7hite Eouse joo, Clarx will serve primarily as
a broxer between the President, Eeig ard Defense Secratary

Cespar “eirberger on national sscuriiy mstters. Unlike

£llen, he is not oqualified to offer indeverdert visws based
or kis own experierce. This will zive Eeig ane Yeinberger

“‘political zmateur.’’ He neonethelsss woxn high praise for
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Azain when Reagéan appointed_him to the state Sudrem2
( irt in 1273, the appocintment caused 3 fuébr because Clarz
never completed law school. Yet ir time, Clargx =2arn=d 32
reovutatior as & combetant justice.
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S ar»mointment to the Stats Zesartmen
consiceratle resistarce. It clearei the Serste by a veie of

7¢-24. Halg resisted the arpointmert because it appeared to

=

be an attempt by Reagan To «eed close tabs on the Secrtary

of State. But Clark soon earrea Secretary’s confidence and

occassionally event took up the gauntlet feor EZeig with the

President.
Lize Reagan, Clarx was once a Democrat. Ee comes from an

old Democratic family in Vertura County. By 16£4, Clark’s

views had changed so0 much ihat his own moiker descrided him

state supericr court. He was revlaced as chief-of-staff by
cre of his subordinates. Ed Meese.

Clearz®s law siudlss were interrupisd ©y & stirt in ¢t

school ‘classss &t Loyols Univsrsity 1rx Los Ang=les, but

7er graduvatlec. =€ =assed his bar =£¥sm on ths secord 1.
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