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The_following iterms_come_from_a_backround interview_with_
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is currently up tc his elbows in negotiations with
Temocrats Rostenkowski and Jones on a budget compromise.

* U.S.'Ambassador Deane Hinton is gquietly telling the
rightists in El1 Salvador that they risk losing U.S. aid if
they exclude Duarte from & coalition govermment.

* The rrevalant image of Reagan as a heartless, one—term
ideoloéue will be countered in these ways: (1) the radio
sreeches, (2) more face time on television (such as
Wednesdey night’s press conference), and (3) more
srontaneous actls such as the Fort Wayne visit that show
compassion.

Budgetl_compromise._Speakes denies reports that Eaker was
chewed out by the President for talking to Tip 0“Neill.
'““Ee did it at the President’s direction,”’’ he says.

According fo Speakes, Baker is not talking tc reporters
becavse he is deerly involved in discussions with Jones and
Ecstenkowski. Some progress has beern-made and Speakes
ceemed optimistic about the outcome. Speakes describes the
talks so far as. ~‘probing--the beginning of agreements.””.

If Beker cannot reach & compromise with the Democratic
leadershir, he will seek to put something together with fhe

conservative Democrats as he did last year. Many

(MORE)
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Feputlicens are demanding a commitment from Reagan that the
tudget will be telanced sometime in the future.

Yet Reagen still will not yield om his " “basic
rrincirles,”” says Spreckes. Meese has told Reagan that most
Fresidents penic at this point in their term, and Reagan’s
éetermined to be different. '"He does rot want to make any
change in course because any change in course would be

gcvernmrent as usual,””

are designed tc give the American people more of an
crpoertunity to see and}hear the President first hand. This
is expected to restore their faith in what a nice gﬁy he
is. In'looking for impromptu events, aides are hoping to
cet keegan out amcng the people more often—to give him a
chance to talk to farmers and blue collar workers. A
fcreign peclicy sreech alsc may be in the works. But Speakes
does not think news conferences in prime time will become
the rule.

.Reagan very much. He views himself as a compassionate man.
That’s becauée he has a habit of giving money to anyone who
asks. Says Speakes, ““If a bum in the park came up to him .

4

end said ‘I need a quarter,” the President would give it
tco hir.’’ Speakes offers these two examples of Reagan’s
compassion:

¥ When Reagan &nd aides were discussing what to do with

the Eaitian refugees last year, somebody in the group

(MORE)
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rrepcsed dumping them &t Guantanamo. Everyone laughed--
excert the President. Reeagan noted that Cuantanemo is in a
rural erea anéd it wouléd be unfair to unleash these people--
scme of them mental cases and criminals--on the poor,
unsuspecting people of Guantanamo.

* ¥or years, Feagen heas been sending money to two sisters
ir the Midwest who have & retarded brother. These women
hkave been writing to him for years. Each time they do, he
sends them some mcney. XKim Eoggard of the press office
recalls typing a letter from Reagan to the women during the

“transition. The letter included a check for 120 dollars.

(END) .
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Fl Salvador. The success of the election, despite its
dutious outcome, has virtually ruled out any serious U.S.=-
tacked negotiations with the guerrillas. " “Any chance of
the U.S. government moving off its [current] position has
evaporated...The rebels certainly have less strength at any
conceivable bargaining table,”” says Gergen.

The administration is making it clear to the right-wing
‘folitical parties that “‘a government without the Christian

s,

Lemocrats is unacceptadle”’ to the U.S. Gergen concedes,
however, that if the rightists exclude Duartie and the
Christian ILemocrats from the new government, the only
choice left to the administration would be between the
elected government or léft-wing guerrillas supported by
Cuta. He suggests that the White House might support a
rotential compromise in which Duarte is dumped for some
cther Christian Temocratic leader who is more acceptable to
the right. ~‘Part of the protlem is Duarte himself,””
Retirement_age. On Friday Reagan will announce his support
for legislation that eliminates the mandatory retirement
age. Gergen was foggy on the details but thinks Reagan will
endorse a btill ““to remove all barriers”” to working to as

cld an age as one wants. (He said he wanted to alert me to

(MCRT)



this late-in-the~week story hecause of the large number of
U.S. News reaeders who are elderly.)
Gergen claims: ““We thought it was his best press
cenference, at least his best in several months...He was
sharp and on top of it...He had a whole slew of facts he
vanted to get out. He was loaded for bear....He feels a lot
of the facts about his program are not getting through and
he wanted to use that as a forum to get out those facts.’’
Reagan spent more time boning up for the session. *“He hit
the tooks earlier and he spent a little more time in Q&A

~

sessions.”’’ There were “‘a handful”’ of practice sessions
with White Bouse aides.

Gergen chuckles at the way Reagan called on several
reporters by their first names last night. Gergen notes
that AXC”s Ann Compton " ‘was almost asleeep”” when Reagan
called on her by name. She didn”t even have her hand up at
the time. Apart from Sam Donaldson and a couple of other
networks correspondents, REeagan, of course, does not know
reporters by their first names. Before each press
conference he studies a seating chart prepared for him by
the press office. [Whisper?] He virtuvally memorizes first
names and seat assignments. At his last press conference he
called a black reporter by his first name and the reporter
acknowledged that he had never met Reaganrn except to shake
his hand in the receiving line at the White EHouse Christmas
rarty. Says Gergen: ~"It’s a technique some speakers have.

{MORE)
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f
It’s eﬁtirely his own thing, a true Reaganism...It creates
warrth in the room....It°s a damn nice touch.”’

1684, Will Reagan run for re-election? "I have the
feeling that he truly doesn’t know [whether he will(run]. I
think there’s an instinct in every President to run again,
and my betting is that he will.””

Jim_Baker. We ran into Jim Baker, who has storped giving
rress interviews during the budget negotiations, in the
White Bouse lobby. When we asked whether he is making

-

progress in talks with the Lemocrats, Raker replied, We
make @ little progress one day and the next we lose
it...It’s a very long haul.’’

(END)
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recomrmendations from his advisers within two weeks. The
overall U.S. strategy could be set by as early as May 1.
Xremlin as ‘‘leadership machinatiorns in anticiaption of the
day when Prezhnev will no longer be in office.”” Asked what
new leadership at the Kremlin would mean for the U.S., he
replies that there are two schools of thought: (1) those
whe exrect a harder lirne from younger men at the Kremlin
who have pot experienced war ard (2) those who think the
younger men will be less doctrineaire.

MX._The administration will not accept a return to the
*‘racetrack’’ basing of MX as advocated by Senator Tower.
Meese cays it would only “‘cost a lot of money end tear up

¢ 7

@ lot of real estate. But he thinks & cormpromise can be

worked out sooh with the Senate.

N

‘new face’’--somebody other than Duarte or D Aubisson--may
ererge ir El Salvador. Ee indicates that the election
turnout virtually rules out any more telk about a
negotieted settlerent with the rebels.

and Nancy have never discussed a second term. " ‘He feels

(MORE)
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there is & time tc discuss that erd that time will come,”’

cays Meese. ““Ee doesn’t scratch where it doesn”t itch.””

(END)
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Falkland Islands. President Reagan talked by phone for 50

=

minutes Thursday night to the President of Argentina in a
vain effort to head off the invasion of the Falkland
Islands.

When Reagan was asked after a Rose Garden ceremony this
afternoon about the invasion, he said: ““I wish it had not

gone forward.”” What actions is the U.S. prepared to take?

e

““Just to be a help if we can in this dispute,”” said
Reagan.

‘The President placed the call to Argentina at 8:41 p.m.,
and he talked to the President of Agentina with the help of
interpreters. "“The President appealed to the President of
Argentina to avoid the use of force and to seek a peaceful
solution,”” spokesman Larry Speakes said at today”s regular
White House briefing.

No sanctions against Argentina are being considered by
the administration at this time. Speakes confirmed reports
that Argentina has occupied the Falkland Islands, including
the South Georgias and the South Shetlands.

Speakes read the following statement:

““"We have made clear to the government of Argentina that
we deplore the use of force to resolve this dispute. We

have called on Argentina to cease immediately hostilities

and to withdraw its military forces from the Falkland



Page - 2

Islands....Because of our concern over the hostilities.
between the United Kingdom and Argentina, the U.S.
government welcomes and strongly supports the statement by
the President of the U.N. Security Council”” on Thursday.

Reagan was informed of the invasion about 7:00 this
morning by NSC adviser William Clark. Reagan had not been
in telephone contact with Margaret Thatcher as yet.

Retirement age. During the Rose Garden ceremony, the

President announced he will support legislation to remove
altogether the mandatory:retirement age in government and
private industry. Under a 1978 law, the mandatory
retirement age was lifted from 65 to 70.

During the ceremony to sign the document proclaiming May
““0Older Americans.Month," Reagan cited a Lou Harris poll
showing that 73 percent of retirees wished they had never
quit working.

But the White House has no legislation ready to submit
to Congress. Reagan is simply endorsing the concept of
abolishing the mandatory;}etirement age. His advisers are
acutely aware of the President”s slipping popularity among
older Americans.

Reagan took pains to point out in his Rose Garden
statement: ““I might add that older Americans currently
dependent on Social Security did not see this program

touched by our efforts to cut spending increases in our

battle against inflation. In fact, while they make up only
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11 percent of our population, elderly Americans will

receive 28 percent of the federal budget in this present
YEAR. "

fiscal paéigévj/’

(END FILE - CKM)
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RE: Reagap’'s_impromptu_press_gconference

The President this afternoon held the first of his
impromptu "~ "mini press conferences’’ in the Oval Office
with reporters assembled around his desk.

Summit. He used the occasion to announce that he has

e A

invited Soviet President Brezhnev to New York in July to

-

address a UN conference on disarmament that Reagan will

also address. Reagan wants to meet with Erezhnev at that

7

time, but he said he didn’t necessarily want to call the

b

reeting

L4

¥ell if we could have a talk.’
Erezhnev’s health would allow him to travel in July--if,
AR

indeed, he is still alive then—--Reagan said only that

have no confirmation”” of the pudblished reports of

Erezhnev’s poor health. Reazan did not dispute the accuracy

of the reports. It is conceivable that U.S. experts do not

expect Brezhnev to be able to attend and that the

invitation is more a propaganda tactic than an effort at

serious talks with the Russian leader.

Nuclear_superiority. In light of the numerous experts who

e A e e T

have disputed his claim that the Soviets enjoy a margin of

ruclear superiority, Reagan was asked whether he was sorry

he made the statement at last week’s press conference.,

(MORE)
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“a full-blown summit...[But] I think it would bde

Yhen he was asked whether

104/05 ,1€:06
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‘Zﬂp, I’'m not sorry I said it. ¥We ¥know for sure the Soviets

know it,”" and Americans are entitled to know it, too, he
said. To tack up his assertion, he cited the 389 missiles

¢

with 900 warheads”” which the Soviets have aimed at Western
Furope and which are capable of hitting targets in the
¥iddle Fast. NATC, at present, has no nuclear force to
counter these Soviet intermediate-~range missiles, said
Feagan. ~“There is the.evidence of superiority they already
have.”’

Falklands. Reagan was careful not to take sides with
either Fritain-or Argentina, almost to the point of
suggesting the U.S. will observe nevtrality (although that
word never came up) in the conflict. “"We’re friends of
toth sides,’’ he said. He still has not communicated by
rhone with his good friend Margaret Thatcher. This suggests
to me that Reagan really does want to stay out of the
¥alklands tattle if at all possible. But the questioning by
reporters on this subject was incomplete and did little to
illuminate Reagan’s views.
suggestion of a " “summit’’ with congressional leaders to
cettle the budget impasse, but he appeared to be referring
only to general discussions, not a specific meeting with
tipartisan leaders. “°I look forward to progress being made
as soon as we come back from Taster break.’” He plowed no
new ground, however, on areas of the budget in which he
would be willing to compromise.

{MORE)
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recession,’’ said Reagan, conceding that the unemployment
rate is likely to increase in the weeks ahead even if the
econory does start to pull cut of the slump.

The polls. To what does the President attribute his slump

- — —— - S —

in the polls? His answer: ' The steady drumbeat of

criticism’’ of his programs in the media. Be admitted that

cpponents speaking out against his program are news, while
*“there isn’t much news in [our] continuing.to say we
support our program.””’ v
_bress_copference, The session lasted for about 153
rinutes, with about £0 reporters in attendance, compared to
the 20@ who attend a formal press conference in the East
focom. To hold down the number of reporters, Larry Speakes
did not announce the 1 p.m. session until shortly after
noon.

It was fairly orderly despite the fact that Reagan tended
to respond to whoever shouted a guestion the loudest--wvhich
meant he answered the guestions of the network
correspondentis and UPI“s Felen Thomas who got in line early
to stake out a spot in front of the desk. 3But because of
the unrelenting barrage of new questions, Reagan was able
in the informal setting to give short nonanswers to tough
question (such as what he will do if a naval battle ensues
in the South Atlantic btetween Britain and Argentina) and
then field the next guestion. There is a substantial
advantage to the President in the Oval Office sessions,

(MORT)
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where he can get off the hook with a very short answer and
an amiable srile. In a formal press conference he is forced
to at least offer a reasoned reply.

The start of the miri press conferences was ccupled with a
White Bouse announcement that Reagan no longer will answer
guestions during Oval Cffice photo opportunities, unless
ctherwise announced in advance. Reagan joked that he is
prepared to take a bar of soap to the mouth of any reporter
who has the audacity to ask a guesticn during a thoto
opportunity. Questions during vhoto ops have for some time
teen a constant source of irritation to Mike Deaver--
although Reagan himself has never seemed to mind them (He
always answered the questions.) Also banned now during
thoto ops for the sake of decorum are motor—-drive cameras,
which make a buzzing noise.

If Reagan continues to hold these impromptu sessions on a
weekly basis, we'may learn more of his thinking on issues
than we have in the past. Speakes promised that the mini
sessions will not become a substitute for formal press
conferences.

Aside. Reagan’s reputation for being led around by the
nose ty his staff was reinforced when he was asked, as he
got up to leave the Cval 0Office, how often he intends to
hold these mini press conference. Reagan stared blankly at
the reporter who asked the question, then turned for the
enswer to David Gergen who was standing behind the
Fresident. Gergen said, ““Very frequently.’’ Reagan then

(MORE)
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BE: Ezercise_apnd_dieting at the White Bouse
Effcrts by White Eouse aides tc shed pounds and to
gererally improve their physical conditioning have been

B

spurred of late by the much publicized Faster renewal
project.”’ Under this plan, 16 advisers—-vowing to lose a
totael cf 231 pounds—--contributed 510 each toc & kitty that
will be divided among those whe succeed in losing their
excess weight by Easter. Here is & rundown of what White
cuse aldes and the President are doing to try to stay in

sharpe

4

it i)

eagan., Reagan complains often that his jeob prevents him

fel]

fror getting as much exercise as he would like,
particularly the outdocr exercise that he yrefers. To keep
in share, he works out in a fitness room in the residence
almost every afternoon after leaving the QOval Office.
According to PA, Mrs. Reagan also exercises there each
merning for 20 minutes, riding the stationary bike. The
Fresident works out on @ hautilus—type exercise machine
that was donated by the sporting ecuipment manufacturers’
lobby.

When he 1s &t the ranch, Reagan invariably spends a couple
of hcurs each day doling strenuous work——chopping wood,
clearing btrush, mending fences, ete. His kitchen cebinet
chums claim that strenuous exercise is Reagan’'s favorite

(MORE)
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form of relaxation. Of course, he also goes horseback
riding with Nancy when &t the ranch; when in Washington,
the Fresident cften spends Wednesday afternoons (which are
reserved for mid-week relaxation) riding with such locel
cowpokes as.Malcolm Baldrige or William Clark at the
Quantico Marine Base in Virginia. Reagan also likes to swim
in gcod weather in the cutldoor pocl at Cemp David. Those
few gides whe heve been invited to Camp lavid on weekends
clair that Reagan does pretty impressive dives off the
dlving board. He has attempted to teach the young children
of scme White House aides how to dive. To the horror of
these aldes, Reagan once almost cracked his head while
geing & flip of some kingd.

The Reagans generally eat a light, low-calorie diet, but
they den’t skip dessert. Reagan dcoes complain,. though, that
he heas tc watch how many jelly beans he eats.

Michael TLeaver. Three days each week, Leaver takes an hour
cff to exercise in the executlive gym in the old Executive
Cffice Building next to the White House. He works out for
39 minutes (199 sit-ups, 2 miles on the stationary bike at
the hardest setting and 1% minutes on the Nautilus), then
syends 1¢ minutes in the seuna, takes @ shower and heads
back to his office. ““It’s worth a million dollars to me,””’
he says (on the record). ~'I just feel so much better. It
gets a lot of tension out of you. ”

With elmost every meal, Deaver eats half a grapefruit in
the telief that it helps to burn up fat-—a habit for which

{MCRE)
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he tekes a lot of gocd-natured ribbing from his celleagues.
Fut other aides have begun ordering from the Mess what heas
come to be known as ~ “the Deaver plate.”” It consists of
cottage cheese and ground beef, He also skips bread and
desserts. ""I°ve teen able to keep my weight fairly
consistent because, I think, the tension keeps the pounds
off,"" says Deaver.

Ed_leese. Meese, who pledged to lose 12 pounds by Easter,
scarcely telieves in exercise. He once joked that he
belongs te "‘exercise anonymous,’  a flctitious
¢crganization that helps pecple resist the urge to exercise.
Meese says he skips dessert and sometimes skips lunch, too.
lost 4 when he gave up desserts for Lent. He tries to eat
light iunches, usually tuné. He has also cut down his
smeoking to one cigar a day. (His first wife died of
cancer.) He works out in the gym but only sporadically. Fe
uses the treadmill, the stationary bike and does situps.
Baker plays tennis dbut only infrequently.

Elizabeth Dcle. She works out for 3% minutes each morning

4

at hcme (the VWetergate) while listening to & cassette tape

7

gand lifting 3-pound dumbbells. Mrs. Dole claims that one of

these days soon she is going to break the all-male preserve

&

T

thal the executive gym now is. Under the rules, the gym is
cren tc all aides with the rank of deputy assistant to the
President or better, There are two women in this category,
Iicle and Karna Small, both of whom have refrained up te now

(MORE)
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from using the gym.
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pe ¥ach afternoon after the daily briefing,

{{5]

rry

el

1

Speakes runs two miles from the White House to the
Jefferson and Lincoln pMemoriels. After running, he gces to
the gyrm and does sit-ups, 1ifts welghts and sits in the
whirlpcol. White House adviser Rich Williamson, a former
varsity fcotball player at Princeton, also runs on the Mall
cccasicnaelly. He says he hes gained 10 pounds since joining
the White Eouse staff.

AR ¥

A lot of us have problems with weight,””

~

says CGergen. ~ If you are really tense and tired, you tend
tec eat & lot.”  Gergen plays tennis every Wednesday night
and on weekends. He keeps yogurt in his office refrigerator

and tries to eat salads instead of heavy meals.

(END)
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cf a potential compromise or to reveal anything abbut the
regotiations that Jim Eaker is conducting with House
Iemocrats. Fe stressed that Baker does not have the
authority to make a deal in the President’s behalf. Such an
arrangement makes it easier for all parties to talk freely,
he claims.

What are the prospects of & compromise when Congress
returns from Faster recess? ~It”s very hard to tell right
DoW...It"s still in the listening stage...It”s really
literally a8 discussion session rather than a negotiating
session.”” But Meese points out that Democrats also want to
find a budget solution because in an election year voters
tend to blame all incumbents for the mess in Washington.
'“I think there will be a lot of people anxious to get
comething done by the end of April.,”’
rresumably written by David Stockman, asserting that both
the ‘f2 and ‘€3 deficits will remain around 100 tillion.
The administration is basing its revised estimate on
*“technical reasssessments,”’ and ndt on new economic
assumptions. The economic assumptions are unchanged in the

(MCRE)
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rew report.

Falklapds. Meese hints strongly that despite Reagan’s
pubtlic stance of neutrality, his true sympathies lie with
Fritain. " “We don’t say we’'re neutral--we say we 're friends
with both pérties." He maintains that the administration’s
rublic refusal to take sides puts it in a better position
to help the Thatcher government and that the Brits
understand this. Meese readily agrees that it would be a
disaster for the U.S. if the Tory government were to
collapse due to humiliation over the Falklands conflict and
te replaced by a pacifist Labor Party regime.

Meese seems optimistic that a diplomatic soluticn will bve
found. Argentina and Britain are both uncertain whether
they could win a shooting war, and that fact ° “bodes well
for a peaceful solution.”’

Asking that his comments not be attributed to the White
Bouse, Meese adds: " "Necessarily the countries must be
reassessing their positions now because...it’s pretty clear
that the Eritish navy has the capadbility to sink the
Argentinian navy. At the same time, the British navy is a
llong way from their supply positions and is in tough shape
as far as any sustained conflict’’ goes. "~ 'Two factors are
important. There are logical and reasonable diplomatic
solutions that could be achieved, and secondly there is

L

enough time in which to pursue them. Meese refused to
detail the possible diplomatic solutions, claiming that
such information is classified.

(MCRE)
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If diplomatic efforts fail to avert an armed conflict,
would Reagan side with PFritain or Argentina? Meese’s
answer: A key factor inm this is that the islands were
taken by use of force...That must be a very important
consideration in any action the United States takes.””

— ey G o m—

any sutstantial way, = because of some discussions we ‘re

I d

having with Taiwan.’

(END)
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* Jim .Eaker will not talk to reporters while he’s involved
. in tudget negotiations because he feels ~ “he has been so

Lard

atused lately by White House cfficials who accuse him of
leaking information to the press.

* Bcth sides are showing a willingness to negotiate a
teaceful settlement of the Falkland Islands dispute, but
Secretary Haig told the President cannot promise success.

* The White Eouse is so touchy about press criticism of

Peagsn’s Earbados trip that aides were discouraged from
‘ taking their spouses.

* Ncbody at the White Eouse believes Cuta’s claim that it
" bas bhalted arms shipments to Nicaragua and El Salvador.

* Several hundred dollars will change hands at the White
Fouse cn Monday when the big diet contest ends.
gerly to rredict the outcome of the budget negotiations.
*“They‘re still talking fundamentals,”’ he says. ~ But the
talks have been good and consistent.”” Ee refused to
discuss the varicus proposals. Reagan has mede a point of
teing conciliatory inm public statements lately.

Baker is ““staying very close to the President’’” in his
telks with congressiorel leaders. Ee’s meking no
ctmmitﬁents, and he’s reporting back to Reagan &t every

(MORE)
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step. hlthougk Bsker’s “‘in a better mood now’’ about the
criticism of him, he’s still very sensitive to charges‘that
he hées beer teen leecking information to reporters.
Kissicger-style shuttle diplomaéy betweer London and Buenos
Lires. Before he left, he was asked at the White House
.whetter he could guarantee success. The answer was = no.”
But cfficials are encouraged that the dispute is ““cooling
down & bit’’ ard ““beth sides certainly are more interested
in talking’’ nowv than tkhey were at first. Keeping Thatcher
in office is & prime concern.

Ching-Taiwan. White Eouse officials view the China-Taiwan
issue as ‘‘one of the most sensitive issues’’ on the
Fresident’s agenda. An announcement on arms sales to Taiwan
is expected soon--perhaps next week.

"declined because he did not want to be seen "“lolling on
the teach.”’ Be gleefully noted that 25 reporters tock
their spouses while only 4 White House staffers were
accompanied by spouses.

Feese end Gergen are both close to their goal of 12 pounds
each. Meese had not eaten since Tuesday night in an effort
tc skake cff the last one and one-half pcunds by Thursday.
The pot will be split by everyone who achieves their goal.
Gergen has 4¢ dollars riding on it, including side bets.

Eesgan._Gergen doubts that Reagan has ever questioned

(MORE)
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whether he is on the rigﬁt track in his effort to cure the
gconcmy. ~"Ee is not a man afflicted with doubts or
uncertainties, "’ says Gergen. But Reagan does not confide
in aides. "'His frivate world revolves around Nancy. I
decn’t know who his close perscnal friends are. He doesn’t
need pecple around him &ll the time.””

Altbcugh Reagan is frustrated with "‘“misrepresentations”’’
cf his rrcgrams in the press, he reserves his anger for
cther things. Ee bhit the ceiling recently when somebody
tried to talk him into more defense cuts. What upsets him
ﬁost are leaks,

Eltkough it”s toco early to tell, most White Bouse people
think Feagan will run for a second term. The Presidency has

Y

nct bad much of an "“aging effect’” on Reagan. Most aides
alsc dcubt the accuracy Nancy’s statment that she and
Rconie have never discussed a second term.

\

Reagen calls himself a "““soft touch”” because he often
responds to individusl pleas for help from the poor. Gergen
repeated an oft—-told story about & time as governor when
Reegsn sent a roor man one of his own suits tc wear. “‘“He's
easily.touched'by peorle’s situations,”’ says Gergen.
Federglism._As the hew York Times reports, the White
Fcuse and the states have reached an impasse 6n the
proposed swap of progrems undgr Reagan’s new federalism.

Fut legislation still is expected to be proposed this year.

(END)
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Ee: Sperling breakfast with E
political assistant, on recor

i Rollins, White House
i.

Overall: The important, and surely controversial message
that Rollins carried is that the White House is hollering
*“discipline’” in no uncertain terms to members of Congress
who have bsen critical of thz President. He seemed to get
carried away at times and his get tough talk could
boomerang with the sensitive GOP’ers on the Hill. I think
this 1s especially true since David Stockman was permitted
to remain in office after his blasts in Atlantic. It is a
rather high risk game for Rollins and the White House, with
the polls going down for Reagan and the party. (SiIM may
want to pick up on this discipline line in a section of
Tomorrow this week.)

Republicans: Rollins says Republicans ' “need to get some
discipline back into this town. He says GOP polls show
‘Tthat Republican candidates ar=s hurt when they separate
themselves from the Administration. His words:
“‘Republicans who attack Reagan are suffering in their
districts.”” (Ee claimed four or five examples but refused
"to of fer names.) He said many Republicans need to be
reminded that they voted for the President’s program last
year and ripped their attempts to use the deficit or other
issues to junp ship this year.

Rollins said he was havinz some " “heart to heart”” talks
with some of the 35 or 4% Republicans--mostly the so-called
Gypsy Moths in the East and Midwest—-who have either
criticized Reagan or voted against the Administration. The
message 1s clear apparently: We won’t send Administration
or Cabinet people out to help if you blast the President.
(No threat of money cutoffs but you can bet that is part of
this whole strategy.) )

The congressiocnal leaders, Rollins said, would have to
lead the effort to whip the troops into lj;ine on the Hill.
Putting distance between yourself and the White House, he
said again, hurts GOP re-election =fforts.

#hite House: Rollins got the White House into the lack of
discipline act, too. He says: " 'We’'ve done more damage (to
RR) from within than any criticism from outside.”” He says
the esagerness of some to speak for Reagan had created the -
impression that the "~ “President is vacillating.’’ But he
atcded that Reagan had been consistent in policymaking and
was being hurt by the expansive talkers. (No names, but you
can pick them starting with Stockman.)

As a matter of fact, he took a shot at Stockman when asked
about the President’s errors in press conferences. He said
Beagan didn”t pull material like that out:0f his 2ip pocket
but it was " “information checked by people like Dave

(MORE) ¢
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Stockman.

Press: Rollins claims Reazan won't be a part of any war on
the media any more. - You won't ses any mors attacks on the
media. It"s no win for us.”” Rollins claimed, to much
laughter, that was a lot of affection and trust for the
press among the public. He cited Cronkite as an example.

*There’s even a lot of people who believe Sam Donalason
more ‘than those in this room would like to think.’

Blacks: (Goodl material for our story this week.) Rollins
admitted that the big backlash from blacks and minorities
gives him more concern than any other politlcal issue. Says
RR is being " “falsely castigated”” and adds: ~If this
Administration becomes the symbol of racism, the blacks
will turn out (against us) in greater numbers than ever.
Liverals and moderates will turn out to vote against us.””
Said he was about as concerned over this issue as any in
advance of the 1982 elections. (Note to DR: We should
probably get this high up in our story.)

Radio Show: Rollins belives RR"s radio show isn’t getting
enough audience to help carry his mnessage. Plans are unier
way to take out ads to publicize the Saturiay Reagan
numbers. Rollins also said that RR likes to get out among
the folks and he”s counting on a busy campaign schedule
this fall.

Bolls: There are 29 Boll Weevils who supported RR on the
big ones last year who the President is pledged not to
campaign against. He says tha GOP congressional campaign
committee may do0 it but he doubts they want to waste
rescources against these likely winners. He put Phil Gramm
of Texas in this catezory.

GOP “ers: Though the hour, Rollins mnanaged to take shots at
Stockman, Packwood, and Lowell Weicker. He didn"t really
pounce on any Democrats.

Asked if this was kind of strategy he was building for in
the fall, Rollins mellewed. He said it was essential that
Republicans win some seats in the Senate (a wash won't do,
he argued) because the numbers are against the GOP in 1984
and 1986. He also wants to " "maintain the numbers’’ in the
House. So he’s eager to go after the Democrats in the fall.
That, he concludes, is why he’s so anxious for the
Republicans to unify behind RR. ““As Reagan’s approval
rating goes iown, the party’s comes down, to0o0.

Again, I thipnk Rollins talked a 1ittle too much and openly

at this meeting. Some Republican backs are going to be up

over his tough statements on loyalty and discipline. Hope

we can use this week in Tomorrow, as Current (if SJF/RAK

have some material to zo with 1% or\in some other piece.
END)
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* Folitical chief Ed Rollims is in hot water at the White
'Ecuse fbr his remarks about perty discipline at the
Srerling breakfast on Tuesday.

* A budget compromise is at least two weeks awey. Reagan
is a. “'sthinx”’ when Jim Beker dbriefs him on the talks and
eides fear‘the President won’t buy the final agreement.

* Although Reagan will unveil a plan for tuition tax
credit this week, the administration will not pushk for it
during 1582. It’s teing proposed to shore up support among
blue ccllar, ethnic voters.

% Reagan will endorse a balanced budget amendment prior to
the hovemter elections, but not until a compromise has been
worked ovt with Congress cn the 1883 budget.

* The program . swap ' called for in Reagan’s federalism
tlan is almost dead. Although negotiations with the states
'are pearing an impasse, there has been one side-benefit:

The talks have generated some political good will among
governcrs for Reagan.

* 0FB TLirector Lavid Stockman was asked to stay away from
scme meetings with the governors on federalism because the
gcverncrs doubt his credibilify.

* Jim Peker has nothing to worry about in intramural
wrangling with Ed Meese. "~“Does a rooster inm a cock fight’

(MORE)
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heve tc werry e chicken on the sidelines?””’

——

Ecuse rclitical director, was rleased to criticize Rollircs.
Ee seys Recllins” remarks to the Sperling breakfast were not
authcrized by the higher—ups at the White House. Official
¢t tke White Hcuse already have gotten several angry calls
from ccngressional Republicens complaining about it.
Rcllins” remarks reflect his own wishful thinking, says
Williemscn. Eis ideas have not been approved. Mcreover,
Williarson notes that this is the third time that Rollins
has gotteﬁ himself in trouble by talking too much. The two
rrevicus instances: (1) His remarks at Georgetown
University about Semator Jepsen and (2) something he said
étout Maureen Reegan that prompted the President to
admonish him. On the other hamnd, Williamson praises Rollins

fcr teirg a better marager then Lyn Nofziger.

It

Eudgel_Compremise. Williamson thinks Reagan is imn a good
targeining rosition right now. Ee thinks the Democrats are
anxious to get things settled, and Tip O'Neill to retain
control of his people. Reagan’s unwillingness to yield
-earlier &lso gives him a tactical edge. Recalling his days
as & lawyer, Williamson notes: '“The hardest personm to
negotiate with is a madman.”” Williamson is nct calling
Feagaen a madman. But he is suggesting thet there’s little
difference tetween a madman and & stubborn ideclogue in
negotaticns. Reagan’s aides are yet not sure that the
Fresident will accept! the compromise they are designing.

(MORE)



fnd Sénator Laxalt, Williamson’s former boss and Reagan’s
closest friend on the Eill, hes no idea what the President
will accert. The negoctiations have put Jim Baker in a
difficult position, Because he is not an ideologue, Baker
does nct always have a good feel for Reagan’s views.

Williamson thinks that Congress will deal with the Social
Security issue in a lame duck session following the
election.

New_Frorosgls._VWilliamscn confirmed our suspicion that
the edministration has begun trotting out cld campaign
rrorsals to improve Reagan’s ratings with special groups.
This is the reasor why he’s proposing tuition tax credits
énd the abclition ¢f mandatory retirement age.

Feagan  has deferred endorsing the balanced budget
arendment in orde: not to complicate talks on the 1983
bvdget. OMB also has raised some objections to the
arendmect. Williamson describes the idea of &

4

constitutional convention as a "~ “terrible idea.””
forum for Reagan to get some things off his chest.  'I
think they ‘1l te mostly Reagar,’’ says Williamson. Reagan’s
steech abcut college loans last week was entirely his own.
ho aide suggested it. It was something he wanted to say.

Federglism. Williamson admits that the administration has
fallen behind schedule in draftin legislation to implement
the new federalism prorposal. A New York Times story

a4

declaring the ““swap dead was premature, but it.  ‘could

(MCRE)
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provexto beAprophetic.’ Some legislation will be proposeq,
even if it does not include the swap. The govenors barred
CFMR Iirecter Stockmer from some meetings on this subject
beceuse they view him as a fast-talking manipulator who
coes not know these programs as well as they do. Williamson
says Stockrmen cftlen pretends tc know mere than he does. Ee
gets away with it cn Capitol Eill, but nct with governoré.

4+

Feker-deese-Clark._Jim Baker is on sclié ground with the
Fresident and will continue servirg as chief-of-staff as
long &s he wants to do so, according to Williamson. Neither
Meese nor-any of Baker’s critics can oust him. Meese, who's
jealcus of Beker, has tried to finger him for some leaks.
Ir the long run, Williamson expects Baker to become

Ettcrney General and run for elective office. William Clark

then would take over from Baker as chief of staff.

(ENT)
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Bouse this morning with encouraging news that a diplomatic
solution can be worked out. ““Haig is a little more
cptimistic than we’re saying publicly,’’ says Speakes. The
Erits and Argentines are not that far apart in negotiating
a8 face-saving solution for both sides, Speakes says, but he
could offer not specifics. The latest smag was caused by
the U.S.--Argentina is outraged that we are relaying
intelligence data to the Eritish. Speakes believes the
administrationr made a tig mistake by confirming putlicly
that intelligence information is being shared with the
Iritish fleet. When Haig arrives in Buenos Aires he will
have to smooth.out this problem before there will be any
further progress toward a settlement, says Speakes.
Budgel. Speakes predicts that it will be *“a couple of
weeks at test, mayte longer®” before a budget'compromise is
reached. He helieves the only question to be settled thus
far is that the third year of the tax cut is off limits to
compromise. The Lemocrats no longer are pushing hard to
defer the third year of the tax cut, because-the White
House has made it clear that Eeagan will never go along
with that. ““They’re doing some fairly serious talking

(MORT)
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[now]...But no one is sure the President is going to duy

it.”” Reagar "~ "is preserving all the options”’ bty refusing
to give congressional leaders any hint of what he will
accept in the way of a compromise.

Tave Stockman is telling congressional leaders in private
that this year’s deficit will actually hit 124 billion, not
the 191 billion contained in the revised budget estimates
sent to Congress by OMB last week, Stockman admits in
rrivate that the administration’s old economic assumptions
are no longer valid tut the revised official deficit of 101
tillion is based on the old economic assumptions, anyway.
administration works to “‘broaden your base”” of support
among voters. Toward this end, the President is considering
naming a special White House liasison to blacks--a step the
Feagan crowd long has said it would not do, on phe grounds
that such a move would be patronizing to minorities. * It
would give blacks a feeling that they have a conduit to the
White Bouse and have the President”s ear.”’” Speakes rejects
the idea that the tuition—-tax credit proposal is a purely
rolitical move.
upswing, not on the decline. "'We feel we’ve turned the
corner on the downbeat times...The economy has finally hit
Yottom and we“ll reach a budget compromise pretty soon.”’

{END)

ny



MSGs

SA60 T Qg INI: OPR:RAK
/
f0: MLS, LT, J¥, DB, RFP, J&, GP, DCE, LE, JWM, DXPE, SJ¥,
FA, PGH, SXM, WLC
FROM: RAK
RE: Fackground-opnly_ iyu_ with David Gergen

-

sanguine as others that a budget

o -

compromise will be reached., He notes that there are some in

the White House--presumably including the President-=""who

ctill want to fight for our budget and see how much we can

fa

get...I would still be very cautious about assuming it

compromise] will come together.’’

Reagan’s claim that he is not involved in the negotiations
is not really true, says Gergen. Jim Baker is reporting to
the Fresident after each mgeting with congressiénél. w
leaders. ““And I wéuldn'é say that Paker. is justiifétening‘ .
[as Beagan claims]. Obviously tkat [claim] strains~" |
creditility.”” Gergen says that both sides . ‘now a¥ve
rutting things down on paper”’ in an effort to firm up thel:
cutlines of an agreement. %
has been suggested but there are still some sticking
roints. The parties are within distance,  of teing-brought
together,”’ says Gergen. He suggests that a diplomatic
solution might involve U.S. troops or the ground in the
Falklands as part of a peace~keeping force.

- -

rrorosed sale of spare parts to the Taiwanese, the

(MORTE)
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consensus in the White House is that the Chinese will not

make any effort to downgrade relations as they have
threatened to do. "“They’re making a protest but I don’t
see it as a long-range problém."

to build support among ‘constituent groups’’ in advance of
the electicn. An effort will be made to speed up the work
of the White House task force that is supposed to De
ijdentifying state laws that discriminate against women.
Gergen notes that the White House hopes to improve Reagan’s
standing among women as steps ioward arms conirol progess
with the tegirning of the START talks. In addition, the
White House will soon announce the appointment of a black
or two to jobs in the administration; black White House
aide Mel Eradley will be promoted to a new job of
coordinating ‘‘minority policy.’” ‘‘We’re looking for more
women, blacks and Fipanics to serve in the
administration,”’ says Gergen. (He has said this many times
tefore.)

claim thfough his subordinates today that Jim Baker has
teen sniping at him for over a year, Gergen reports that
Faig and Faker have never gotten along well. ““It’s been an
Cn-agéin, off-again relationship.”” But Gergen denies
Baig’s claim that it was Paker who leaked to reporters the
sordid story of how Haig virtually involved the President
in order to get the plane of his choosirg to fly to London

(MORE)
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last week. Of Baig’s assertions, Baker says: " "It’s a
misplaced apprehension.’’

Baig and Baker got off on the wrong foot when Baker killed
Haig’s now famous bid for power on the first day of the
heagan administration. Eaker also was decisive in having
George Bush, instead of Haig, named to head the crisis-
ranagement team. Off the record, Gergen says that Eaker had
him call State Tepartment spokesman Ieen Fischer this
afternoon and warn Haig to “‘call it off,’” or his
criticism of the White House would land him in big trouble.
rarticular—-~are sorely disappointed at the topics Keagan has
chosen for his Saturday afternoon radio shows. [Whisper?]
Fhite House aides tried to talk Reagan into talking about
arms control this Saturday to ease fears of nuclear war.
fut Reagan, in his own stubborn way, has decided to talk
atout "‘private~sector initiatives’’--a subject that bores
everyone in the nation except Reagan. Aides did not want

Heagan to talk abouvut student loans last week, either, but

he insisted.

(END)
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speech to the National Catholic Kducational Association
contained no surprises. Ne=dless to say, he found an
enthusiastic audience for his speech.

Anti-nuclear protests. At the start of his remarks, about

e o S St A W N, P i Y0 Mot o e W B S S b o

two dozen women teachers in the McCormick Place auditorium
stood up and began singing to show their opposition'to
Reagan”s budget cuts, his policy in Central America, ani
the "~ “acceleration of fhe arns race.” The women, mostly
nuns in civilian dress, held violet ribbons above their
heads, and after a minute or so of singing, ~ 'The Lord
hears the cry of the poor, blessed be the Lord,”” stood
guietly throughout the rest of his speech. Reagan
successfully iznored the protesters, but he was prepared
with a speech insert that was not in his prepared text
(thch covered only the subjsct of education).

Said Reagan: " "Before I begin talking about some of the
things that I think are of inwmediate concern to you in this
gkind of meeting, could I just say to those who obviouély
and very sincerely are motivated by a deep de=sire for p=ace
in the world that I share that desire. And whatever we’re
doing in Washington today in this regard is aimed at one

(MCRE)
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purpose and one only--to mnakes war impossible and never again
have to bleed a generation of young Americans on the
battlefieli.””

Budget. Aboard Air Force One on the return flight to
dashington, Reagan made a rare appearance in the back of
the plane to talk to reportars. When asked whether he had
intended in his Wednesday Rose Garden press conference to
'signal his approval of a 4 percent surtax-—-as reported in

L

the Washington Post and NY Tines--Reagan saii: No. I was
just saying that this discussion process--1I want it to go
forward ani keep going....I wasn’t picking on any specific

P&

[proposal] in there...No, no broad signal there. Larry
Speakes also stressed that Reagan never intended to
indicate acceptance of the sartax proposal. Reagan has not
ruled it out, either, but my guess is that in the end he
won 't sﬁpport a surtax. It conflicts too harshly with his
supply—side views.

the plane was to make sure that reporters iid not interpret
as a gaffe his claim that employment increased by 525,027
between February and March. Reagan made the claim during a
visit earlier in the day to an Bth-grade civics class at
5t. Peter’s Catholic School in Geneva, Ill., a Chicago
suburb. On the plane, Reagan offered a long, convoluted
explanation to support his claim. He said the increase was
a statistical aberration documented by the Bureau of Labor
Statistics. - This is absolutely true and from their own

(MORE)
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figures provided to me in a mnemo, * said Reagan, feeling

compelled to cite the source of his infornation.

Gerzgen nisses the boat. David Gergen, whose reputation for
tardiness is legend, was scﬁeiuled to accompany the
President on the trip to Chicago. Fergen, however, was slow
getting from his office to the helicopter on the 3outh Lawn
after Reagan boarded it this norning to fly to Andrews AFB.
As Gergen went dashing for the chopper, it lifted off

without hin. Time, and Ronald Reazan, wait for no man.

(END)

PAGE:



STORY:wWEU<

QUEUE:SJF-SJF MSG ¢

FABZ .~ EMT: EJ: INI: CPR:SJF ;04/15,18:32

To: mls 1t jf jg dr gr bfp dct dxb lh jwm rek pa pgh sxm
wlc
Eroms s8jif

P P =% O g = e AR LD SR S Pl ML T P A o T S e e,

* Officiels hope a temporary. “lack of clear-cut
leadershipz’” in the Kremlin will allow President Reagan to.
retain the urper herd in the propegérnda war over nuclear
¥eapons, &t least until he returns from Furope.

* Reagan horpes a budget compromise with Congress——-expected

-

within 12 days to 2 weeks—--will to be "‘the confidence-

a4

building event that trings down interest rates.

* Reagan may place a personal call to Margaret Thatcher or
the rresident of Argentina before Monday. The British have
scme gcod ideas for action—-short of a direct confrontation--
vhen their fleet arrives in the South Atlantic.

- * Meese defended Jim Baker in the current flap with Haig.
Ee says he knows for certain that Baker was not the source
of the New York Times story abcut Haig’s refusal to fly in

& plene without windows.

Falklands._Meese views chances for a settlement in the

Felklards as " ‘a long-shot.”’ He says the situation is both

4

“‘exceedingly complex”’ and " ‘almost nonsensical.’” The

Argirtine invasioh was motivated entirely by domestic

rclitics. “0il had nothing to do with it,”” says Meese.
Meese says next week he might disclose  “some interesting

thirgs’’ the Britisk might do when the fleet arrives. "It’s

(MCRE)
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nct & fecregone conclusion that the minute they arrive on
the scere they will engage in navel combel or lard the

royal rerines.”’’

’

Reegen s role has been to send messages to beth sides and

)]

discuss the matter two or three times a day with Haig.
*“It’s possible that before your magazine comes out there
mey te cne or more phone calls,”” Meese s&id. News of U.S.
intelligence ectivity aiding Britain hed a " ‘very negative.

influence’’ on the negotiations.

x4

descrites it as ~“the Great Airflane Caper. He quickly
edds: ““As the stbry goes, I was in Philadelphia.”’ He
laughs harder. I was glad to be in Philadelphia.”’ Ee
edds: "I take no credit for it. This was all baloney—-
peorle ouvght not to engage in that sort of thing.”’

"I cen guarantee that the story in the Times today about

Jim Eaker leaking this...was absolutely untrue.’

idgel._ "We”ll know within the next 12 days to two weeks

ss)
I

whetber any accord will be reached,”” says Meese. '‘As you
know, these things have a way of teking longer than you
anticirete.””

Feese seers more certain than other aides that Reagan will
endorse the compromise. “If there’s any question mark in
cur minds right now it”s whether O0°Neill will endorse it,””
he seéys. ~'I don’t think there has ever been & question

’

that the President will be reascnable.”” (1 get the
irpression that the White House is sounding more

(MORE)
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ccrciliatcry in order to draw O'Neill deeper into telks.)

Cr texes, Meese seys the President has ealways maintained
that he weculd consider anything that does not "~ ‘hurt the
essentiezls of the tax reduction program.’’ Meese addsﬁ
"“Thet’s a rretty limited area. There were @ lot of things
in the tax bill that he said were fair game.”’

White Ecuse cfficials currently are saying that the
Presidert will accept a "‘balenced’’ package. Meese says
thet " “balanced”” means that " ‘everybody gives a little

’ 7

Bit. Ee declined to discuss the. "‘ingredients”” in the

talance because the talks are at a " “delicate’’ stage.
Icenomy._ Meese agrees with Treasury Secretary Regan that
the eccnory is currently ~‘dead in the water.”” The lack of
& budget compromise is keeping it that way, Meese says.
*‘What you need is something--a signal, a phychological
incentive to get on with the future reduction of interest
rates, ” he says. A budget compromise " “should be the
-ccnfidence building event.”” It will be aided by a 10
rercent tax cut this summer.

troregenda war -with the Soviets because he " ‘reacted in an
vrpredictable fashion”’ by proposing the "~ ‘zero option,””
calling fcr talks and celling on Brezhrev tc speak at the
Urited heticns. Ee says it is pessible that the Soviets
vill nct respond before Reagan goes to Furope, thus making
the trip easier for him. " You also have a rossibility that

¢ leck of clear-cut leadership in the Kremlin right now mey

(MORE)
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be deleying their response,’
Meese acknowledges there is
Ecuse eides thet Fresident is

Evrope trip.

he says.
some ccncern among White

being "“over-tooked”’ for his
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Budgel. The President is stepping up the pressure on
Speaker 0°Neil to come to terms on a budget compromise.
After meeting for over an hour this morning with Senate and
Heouse Reputlican leaders, Reagan telephoned 07Neil to
‘“express his hope that the [budget] talks would come to a

i

successful conclusion, David Gergen said. Reagan told the
Feputlican leaders that he is willing ““to go the extra
mile’’ to reach an agreement with 0“Neil. In calling upon
(°Neil to agree on a compromise, the President was seeking
to portray himself as flexible, conciliatory and eager for
38 bipartisan solution to the budget. The converse of
Béagan's'approach is that 0“Neil is the stubbornm one, not
the President.

From all indications, however, Reagan has not yet budged
an inch from his original proposal. He was careful today
not to make any commitments to the Republican leaders or to
C°Neil. If the budget negotiations collapse, or if Reagan
does not like the outcome of the talks, he now is in a
btetter position to blame the Democrats, in tie view of
%hite House strategists. Despite Howard Raker”’s personal
rlea that Feagan meet with C‘Neil in the next 48 hours to

settle on a budget, the President did not propose a meeting

i~
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FE: Background—only_ ivu with Xd Meese
Budget. Meese says there is only a " '508-56 chance’’ that a

compromise will be reached, but he seems more optimistic
that something will be worked out. Will Reagan accept a
deal negotiated by by Jim EBaker? I think he’s going to
say yes to anything that’s halfway reasonable.’”’

White House stra.egists believe they are in a good
Fosition to targain. " "There is considerable pressure on
the Iemocrats to cooperate,’’ Meese says with a smug grin.

4

““We’ve already indicated our desire to cooperate.’
Speaker 0°Neil is under very heavy pressure from
kepresentatives Jim Jones and Dan Rostenkowski to make a
deal with Feagan, says Meese. Jones and Rostenkowski
‘“don’t think the public is going to buy playing politics
cen this.”® The House Iemocratic negotiators have never
tushed for eliminating the third year of the tax cut;
(“Neil is alone in calling for eliminating it, says Meese,

Be believes a compromise would contain these elements: A

surtaxz in exchange for 1limits on entitlement CCLA

-+
=0
D

increases, and defense cuts of around 2¢ tillion over

next three years. (0f the 20 bvilliorn in defense cuts, Meese

says, ~ That’s teen on the table for a long time.’”) He
suggests that a deal might encompass more than one fiscal

(MORE)
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year in order to demonstrate to Wall Street that deficits

will decline after 1983 and create "“‘stability...and a

degree of certainty over a three-year period.””’

cupply-side logic and accept a surtax? "'In order for the
supply-side logic to work, you have to get those interest

rates down s0 you can have the econolfic IecOVETrY....A

surtax would not be counterproductive to the economic

recovery or to the tax cuts, because it would be relatively

rcdest in effect.”’ .

Feagan_as_negotiator. Meese recalls sitting beside Eeagan

o = e

oy

when he negotiated welfare reform in California. “We sat
from 8 in the morning until midnight negotiating....He
understands tactics and techniques....He understands that
there are critical times to make particular moves...His
move yesterday was very well timed because it put the heat
¢n the Democrats to be reasonable...just at the time when
that pressure would do the most good. Had he said it a week
ggo, it wouldn“t have nearly the impact it had yesterday.
He has a good sense of timing.””’
within reach. ““As long as they’re talking, there’s still
hope...If there’s any excuse not to engage in hostilities,
1 think both countries might want to do that.””’

fritish Foreign Secretary Pym is coming to Washington,
instead of Secretary of State Eaig returning to Lendon,
tecause Haig’s carryiﬁg Argentina’s latest peace proposal

(MORE)
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to Fritain would make it " ‘appear that it was Britain that
had rejected it. Whereas, Pym coming here kinda puts it in
a neutral mode. And in actuality, the country that is more'
at fault here is really Argentina.”’

If a war breaks, the U.S. would side with Eritain, says
Meese, hut we would not get involved militarily, tecause
Fritain wouldn‘t ask us to.

CAS_action. The U.S. would be badly outnumbered in any CAS
vote to invoke the Rio Treaty against Britain. *“There is a
sense of solidarity [among Latin American nétions] that
would probabdbly be there...Our best reading is that they
{Latin Americans] would...have common cause with Argentina
against the Furopean invader.”’

Menachem_Begin. Does Begin have the U.S. over a barrel
until the Sinai is returned to Egypt? '‘Actually, I think
we have him over a barrel., Fe is personally committed to
the Camp David accords as & lawyer,”” says Meese, asking
that we not attribute his comments to the White House. It
is too early to tell whether Israel’s bombing raids into
Ietanon are a serious infraction.

Carter did not check in advance with the White House about
his planned trip to the Middle Fast. "I find it hard to
find apy value in”” Carter’s trip, says Meese, noting that
fgyptian President Mubarak is far different from Anwar
Sadat, and that Carter ard Eegin never got along, anyway.

NFA. Meese disavows credit for the recent sacking of the

(MORE)
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National Rifle Association’s chief Washington lodbyist, who
nhad opposed Meese’s plar for abolishing the Pureau of
Alcohol, Tobacco and Firearms. - Like most things, I got
credit that certainly wasn”t due me...I had nothing to do
with it.”” Despite growing ovposition from the NREA and
conservatives in the Senate, Meese is pressing ahead with
the administratior”s plan to reorganize BATF’s enforcement
responsibilities under the Secret Service. Firing of the
NEA lobbyist may have encouraged Meese to continue his
fight. A few weeks ago he appeared ready to give up until

rext year on abolishing PATF.

(END)
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g_iters_core_from_a_lackgrouncé interview_with_

# Micddle Fesl. Fresident Reagan will rmake & stetement
“tefcre the end cof the week--perhars on his Saturdey radic
show-—ebout the Isreeii pombing reaids. The raids are not
ceing viewed tco seriously &t the White Fouse.

% Brdgel_Negectiiatiorns. The Fresident wents to cep COLAS on
entitlerent progrems, bul he won't do it if it costs krirm
the third year of his téx cut. This subject also may be
cdiscussed cn the Saturdey radio show.

* Felklends._ The situation is ““drifting toward
contliict.

* hvcleer freeze_movement. Although the demonstiraticns
this week heve beén smell, the White Ecuse reccgnizes that
this idea is ~“taking hold in recple’s minds and
tkinkirg.*” Ee says, **Ve’re taking it feirly sericusly.’’

o

* Brezhrev._ The President susvects that Brezhnev’s lest
stetrert celling fcr & summit in Switzerland cr Finland was
vritler ty others end did not ccme from hir perscrally.

-

e # Teorle Like Us._The CBES show VWednesdey night put Cergen
irtc @ penic. Ee srerl most of the afterncon telking to

CES, demanding time for rebuttal. As & reuslt, he kept me

vaiting a record twe anq'one—half hours for my eppcintment.
Inren._Cergen, whec cleims te have talkec to Bill Casey

three tires ebcut the Inman resignaticn, seys he picked up

(MORE)

$Cd/ 22,1548



o
(=]
(]
o s |
[l
t
o
=i
N
9
e
a2
t

¢ bint thet Inmen is leéving in disgust. lLe seys the

resigneticr wes received cn Marck 22, but the ¥Vhite Fouse ’
tdt ¢n it while looking for & sucoessgr. lhey released it

Vednescay recause it Tegan to leak ocuvt. The White Eouse vas

énxicus tc finé & successor beceuse Inmar’s dererture is

g€xTrecled tc rekindle anti-Casey sentiment in Ccrgress

. Gergen thirnks Inmen’s presence at the CIE was resconcsibtle

for saving Cesey last year after the flap over Max Hugel.

Ce
[ol]

Fcllirs. Gergen cernot cenfirm that Mike Ieaver tried to

get Fa Eollirns fired, dbut he says he " “sure wouldn’t bve

strrriceé”” if it haryered. (Deaver fletly deries it--so we

!
5.2

Tetter not use 1T &5 & Yhisper unless we ceén get it
ccrnfirrea elsewhere.) Terlier, seyvs Gergen, Deaver
rerscnally repriranded 2c¢llins for his comrents abdout

-
Hed

Meureer ke

n

gern. ILeaver wes upsel then. Jir Beker told
Tcllins tc te more cereful when he’s telking tc reporters.
Ivt Gergern insisté_that Republicans in Congress were not
tcc urset by RPollins® remarks. (Some cynicel White EHouse
repcrters think that Feagen end Rollins may ever be decirng &
*‘gocd coer, baé cor’’ routine on this issue.

cetweer Erezhnev and Eeegan about & surmit meeting, even
thcugh the twe men heve exchanged proprcsels in lhe press.
Feegen susrtects thet Prezhnev's lest prcpcsel wes written
ty screcne else. (This lest staterment frem the Xremlin
suyrrricecé the vhite Ecuse decause they thought Erezhrnev was
cick. Justl lest week, Meese was seylng thet edministreticr

(MCRT)



cfficiels vere hoping to keep the Lrerlin on the defensive
cvring the current struggle fer povwer in Moscow.)_Fostow
Eés rrorised that EFeegen will have & proposel for START
stretegy within 1% deys.

Telklends. £lthoughk he described the situation as
*“erifting towsrd & comnfliect, he did net entirely rule
-cut te Tossitility of & aegotiéted cettlement. Gergen said
the rresident endé recrle &t the White Eouse were very
CCRCErnec epoutl & new round of stories cf enti-Feig
sentiment within the eacrinistration. They feared these
stcries wculd hurt Eaig’s negotietiorns, erd quickly socught
tc sguelch ther. If fighting sterts, tkhere’s nc cuestion

thel Reegen will support the Pritish. To Argentine and
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Fl
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ica, ~We’ll just have to say ve’'re sorry.’’
Evcegel _pegolielions. Three months &go, Gerger seys, he
vculc heve rrecdicteé the chances of Reagan acceplirg a
SUTrtex Were “‘none cr close to ncre.”” Kow the chances are
“‘reescratle,”” as long &s it’s ccupled with & cap on

CCLLS. Even though the Presicent has pulled the rug out

frerm uncer Jim Eeker befere, Gergen feels confident that

!

gen will surrcrt whetever Beker negetiales. Ee says the

H
m

&

. 8 4

Fresident hes teen rather fullsome”’ ir his exprescsion of
currort for Reker’s efforis. Yet Gergen edas that Reagan is
rrerered 1o fight if nc compromise is reached. On COILAS,
Gergen seys the adrinistreticn would de harpy tc &gree tec
TCSircre eny cherge in Scciel Security urtil next yeer.
Pic¢dle Test._Cergen disrmissed the Isreeli bombing raids as

(MCRE)
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In the triefing following the collapse of the budget

Eo

negotietions, Baker was vague about where the White House
intends to go from here. But he left a few hints:

It appears that the broad dollar figures proposed by
Feagan in the meeting with Speasker 0°Neil will serve as a
tench mark for the budget that the White House now will try
to get enacted., Reagan, said Baker, ~ indicated his
willingness”® to accept 122 billion dollars in tax

4

increases over three years (FY “83-’£5). That compares to
4% billion in tax hikes proposed over three years in
Feagan’s February budget. He also offered to go along with
28 tillion in defense cuts (over three years) below the
levels proposed in his February budget.

Faker did not rule out the possibility that the Presidert
will continue to support his Febrvary proposal, tut. o ae
that seems very unlikley now that the White Fouse has made
rutlic the scope of the changes Reagan was willing to
accept tc make a deal with the Democrats.

It is importart to realize, though, that Reagan never
cffered the Temocrats any srecifics as to how the new
tudget figures would be achieved. For example neve s
ggreed to @ surtax, and EFaker said that idea = ‘ eves

(MORE)
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came up Wednesday, that the discussions were not that
specific, because Reagan and 0“Neil were not able to agree
cn the broad dollar figures. (At the White House, however,
there were rumors that Reagan suggested deferring the third
year of the tax cut for &2 days and spreadinpg it out over &
year with two E-percent cuts instead of a single 10 percent
cut.) Nor was there any detailed discussion of an cil-
irport fee, gasoline tax or other revenue measures and
tudget cuts that have been under consideration in recent
weeks. The President has kept open ali of his options
regarding how he will attempt te achieve the levels of tax
hikes and tudget cuts that he proposed to 0“Neil.

I doutt that Reagan will propose a new budget in any
specificity until Faker has had lengthy discussicns with
the House toll weevils. The administration’s new budget
rrobably will be tailored to win their support. In the
briefing, Faker said it was too early to say whether the
White House will try to work a deal again with the boll

s

weevils, But I don“t see what other options Reagan has. It
-

is possible that the White House will try a replay of last W
year--first push the administration’s budget plan through
the Senate, then work with the boll weevils to get it

through the Bouse.

(END)
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* Ip tke Falklands, ~“the situation dces lock a bit e e "
grim:"” If the British succeed in landing on the island, : -
there will be ~“one hell of a fight.””

* The Soviets have. "‘en intense desire’” for a summit with
Feegan this year, but U.55 officials think Erezhnev might
te forced to send a_substitute—-perhaps Tikhonov.

% Ip Pcland, ""I°d guess martial law would be around for

a4

guite & while. The military is beginning‘to enjoy pover.

Falklends._The Falklands crisis is.  “much more serious
tben originally expected”’’ and eppears to be. *“heading for
& rmere general conflict.””
ks late as last week, the U.S. expected Argentina to
withdrew. Thus the U.S. asked the British to delay the
fleet for three or four days: This is why the British fleet
slcwed to half syeed.

Yet whep the British set a deadline for a blockade, the
U.5. did not try to talk them cut of it.

In the event of war, the United States will ask them to
disergege, ask Argentina to withdraw and propose a syster
¢f ccrmtired autherity cn the islands.

Ee was vegue on the cuestion of whether the Eritish
ascseult mey already be underway. Asked if he knew whether

(MORE)



ery Eritish trcors ere elready are on the island, he said:
"I decr’t heve firm information thet they ere net there.’”
Tke Eritish heve never misinterpreted the so-called

’

““rpeutrality’” of the U.S. "I think the British understand

exeactly whet we're doing,”” he said.

““corsideretle diserray.’” Brezhnev is very sick, but no
otvicus successor has emerged. There is evidence of
‘“sutstantisl meneuvering in the Kremlin.’’

Ee expects a summit tefore the end of the year, even if
the Scviets are forced to send a substitute for Brezhnev.
added that Clark sometimes disagrees with Eaig, Weinberger,
Brock and RBaldridge. Their disagreements iﬁvolve policy,
nct turf or personalities. Asked if Clark has any flaws, he

replied: "“Ee’s much too nice.’’

(END)
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* President Feagan will propose a btalanced budget
eamendrent in his speech on Thursday night. “‘We’ve tried a
carrot, aow we’ll try-z stick,”  says Gergen.

* Reagen will begin meeting with cengressional leaders.

Friday in an effort to put togetkher a Gramm-Latta style

compremise——tut not just with the Boll Weevils.

* The Wnite Ecuse thinks that Representative Jim Jones and

cther leading Temocrats might get inveclved in the new

compromise. Reagar called Jones on Thursday to thank him

, 7

for his good faith ccntribution to the failed talks.

* The President is plarring several " “people oriented”’
1rips to rally the nation behind him. ““Without a

compromise, we are in a better position 10 be on the

s ’

ive,”’ says Gerger.

'y

Ten
[P 84

n
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* Jim Reker fears he will be blamed by the right-wingers
for convinéing Peagan 10 g0 along with tax increases. This
is why he took Ed Meese to Capitol EHill on VWednesday--to
help deflect criticism.

Constitutiorasl Amerndrent. What Reagan will endorse is the
talanced budget amendment proposal now before the Congress.
Tris helps to make him lookx more serious about bdbringing
down the gZeficits.

Compromise., What Reegar will try to put together is &

{MORE)
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debt ceiling in late May. He will tegin by meeting with GCP
eaders on Frideay and the Senate Budget Committee
republicans cn Monday. Gergen expects the eventual
comprormise to te in the same range as what the Presdient
cffered to accept on Wedesdeay—--mirus any changes in Social
Security or third year of the tax cut.

In g@ddition to Jones, there are a few other leading
Lsmdcrats that the President hopes 10 draw into this
compromise. In the failed negotiations, says Gergen, ' “some
Temocrats seemed more willing to compromise than others.’’
e saild there were some holdouts who always kept raising
the anti. " 'They made it seem like a mirage,’’ he said.

No one at the White House knows how much GOP support
there will be for a comproemise. The Gypsy Moths may pose'a
problem.

Trips. The President’s trips will be designed to "“rally_
the country.”” Recause the Democrats rejected the
compromise, he says, "~ It gives us more of a rallying cry
“or the faithful.””’

The President will hammer away at the “bankrupt ideas of
the liberal Democrats.’® But he will not emphesize partisan
rolitics tco much because that would tend to drive the
Temocrats together. " "People look upon it as a bipartisan
problem,”” says Gergen. ““The economy is a tar baby to
which the Democrats are also attached. The Iemocrats also
tear respoersitility for the future of the economy. They

(MORE)
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refused 10 g0 along with our program.’’

The Demccrats. Mcst of the discussion at Wednesday’s
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ting wes about spending—-not revenue. Reagan and
C“Neill argued vigorously on behalf of the poor and
cirness. C’'Neill seemed afraid thet he was going to " “get

A

repped irte pulling Rornald Reegen’s fat out of the fire.’

that this meeting

troduced no compromise.

D
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xpects the Iemocratic leadership to capitalize on
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airress issue from now on. Although the negotiators
considered a bipartisan cap on Social Security, both sides
carefully maintained their “‘deniadility’” of any intention

e

eprive 0ld people of benefits.

£

Id

Right Wing. ~'"Bells are ringing on the surply side”” as a
result ¢f the President’s expressed willingress to accept
rew tax increases. Gergen says the supply siders are saying

that Raker " “talked him into it.””

(END)
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Budget straltegy. Meese says the message Reagan will try to
drive home in the weeks ahead is this: The nation’s main
rroblem is ““the old-style way of doing things as

represented bty the liveral House leadership.’”” While

Speaker 0°Neil personifies this leadership, Reagan will try
to avoid personal attacks on the speaker. Reagan ““won’t bde
rartisan in a strident sense...[But] he will assess

é 2

appropriate blame. (The official ¥White House line is that
Feagan will seek support from Republicans and " “responsible
Lemocrats’ “~-—an effort to wean away conservative and
roderate Temocrats from the liberal leadership.) Meese
adds, I think you’ll find [the President waging] a

vigorous campail

{3151

r. He will te taking his case to the people
through a variety of media.’’

Meese sees a silver lining in the collapse of the
negotiations: Republicans are more united now than they
have been since last year. [Whisper?] Meese believes the
Fresident will have little problem getting his way in the
Senate, and even House Republicans are now pulling
together.

Will the White House try to get a budget through the

Senate first and then work on the boll weevils in the
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Fouse? ' That’s a reasonable possiblity, or some variation
¢f that.”’ Meese notes that the “‘main thing that attracts
the boll weevils is keeping the deficit down.”’ With Bouse
Feputlicans pretty much in line behind the White House, the
rext step is ““to try to pick off Democrats one by one.”’
Iut he offered no specifics on how Reagean might woo
Iemocrats. He describes the bill to raise the debt ceiling,
necessary ty late May, as an ' action—-forcing event,’’ but
it may or may not be the vehicle to getl a budget passed.
Bill was spirited but not nasty. ‘"It never got bitter or
acrimenious but it got stromg...You had two people coming
from totally different perspeciives”” on the role of
government and its prerogatives to tax and spend. Meese

ﬂ.l

describes Keagan as a consumate negotiator while C’'Neil is
rore accustomed to ' ‘backroom political activity.”’ C‘Neil
was 111 at ease during the meeting. " “He was very wary. He
figured that, somehow, this was a trap...He didn’t have the
same grasp of the subject as the President...Tip had not

s

rastered the subject.”” Others at the White House also are
gloating over the fact that once the discussion of numbers
cstarted, C°Neil had to rely on Rules Committee Chairman
Tolling to do the talking, while Reagan was able to discuss

the budget details himself. [Whisper?] Meese alsc confirms

that Reagan offered to delay the 83 tax cut for S0 days.

P e

¢

don‘t look very good.’” The White House is not worried that

(MORE)
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the war might widen to involve the Soviets in some way.
triel is the reason the administration has delayed taking
an official positior on abolishing insanity as a defense
tlea. Meese, of course, believes insanity should te
abolished as a defense for which a suspect such as Hinckley
could bte acquitted. It is otvious that the administration
would be in an embarrassing spot espousing this view while
the Binckley trial is going on.

¥ho runs_America. Meese reports that the President
definitely will not attend the Monday reception, although
he claims that ~“we tried very hard’’ to get Reagan to go.
Meese suggests that Mike Teaver might be available to
receive Reagan’s award. (Meese joked that since Tip C“Neil
alsc is among the top 19, perhaps the speaker should accept

Feagan’s award for him.)

(END)
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tudget, the President will hit the road and give sreeches
in a few different cities in the weeks ahead. But because
cf a very tight May schedule, his travel probably will bve
limited to one-day trips—-perhaps two or three in addition
to travel already scheduled, says Speakes. Reagan is going
to te tied up getting ready for his marathon trip to Europe
in June, a mission that will require him to do a great deal
of advance preparation and study. (Fd Meese also noted that
the Furopean trip will cut into Reagan’s time. The White
Fouse had hoped to have a budget compromise by now so that
Feagan would have adequate time to prepare for the nine-day
cuting to Furope.) Reagan already is scheduled to speak in
Knoxville on Saturday; in Chicago and Fureka College early
in Mays; and in Los Angeles in May. All of these stops now
will be used to plug the administration’s budget.

Sreakes also said that cabinet members probably will be
cent to various cities to talk about the budget. The
cabinet was used effectively in this way last year, too.
will te the tattleground. In the Senate, he says,
"“Lomenici is on board and Dole will be on board soon.

(MCRE)
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We’re not that far apart with the Serate.’” The outlines of
a budget could be worked out in the Senate Budget Committee
in the next two weeks. The White House folks will be
meeting with Tomenici on Friday to begin work on the Senate
version,

Wooing the Bouse Democrats will be very difficult, in
Speakes’s view. | They don’t like high deficits btut they
also don“t like revenue raisers that hit on the energy
field.”” This tends to rule out an oil-import fee and a
gasoline tax. Speakes does not believe the surtax proposal
will survive, either. There was never much enthusiasm for
the surtax even among the Democrats, says Speakes, because
it wouldn’t raise much revenue.
édministration that the failure to reach a budget
compromise means the recovery " 'will not te as rapid and
not as sustained.”’”’

The meeting. Speakes says Reagan was in a ““feisty”’ mood

P

when he went to the Capitol on Wednesday. And he says that

A Y 4

Jim Faker, David Stockman and ‘‘even the Temocrats’’ were
impressed at the President’s grasp of the budget. Although
Speakes was not present during the meeting, he ccmplained
that 0’Neil and other Temocrats s ° give you the feeling
that they really don’t want the economy to succeed.’”’
Speakes has never liked C’Neil and complains that he has
little respect for the Presidency, regardless of who holds
the office.

(MORE)
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Falklands. Once the shooting starts, says Speakes, ~ ‘we’ll
tilt pretty hard toward the British...Our public words will
te very much for the British.’’
higher than Jim Faker in our survey of who runs America.

Then he went into a long discussion of how little influence
Meese now has. ‘‘I’m surprised that he’s fallen so fast.’’
Meese’s position has been reduced to " ‘counselor without
rortfolio.’” Speakes seems to overlook the fact that Meese
still bhas influence with the President, if not with the

White House staff. So much for the in-house squabbling.

(END)

@)



STICEY :WEU4' QUEUE:SJF-SJF MSGs ” A e P .
MAIEZL VT Eds INI: OPR:SJF

To: mls 1t jf dr tfr jg gp dcb lh jwm dxb rak pa pgh jmh
tk
From: sjf

B R R i AL ——— —— = = o e D o - S e S - o -

* Beginning next week, the President will try to work out

é¢ Gramm-Latta style ccmprcmise budget rescluticn with the

s

Reputlican leadership and a few " ‘responsible Democrats.

* The Fresident does not intend to endorse any budget
rrorcsel until he’s held these talks. Eowefer, he realizes
that the ultimate comrromise "“will not be his budget.””

* Although the President was willing to consider a
tipartisen three-month delay in Social Security cost of
living raises and the third year of the tex cut, these
ideas are no longer possitle.

a4

* The Fresicdent will taeke a " “visable role”’” in seeking
tutlic surrcrt for his efforts, beginning with Thursday
right’s s;eedh.

has twc purroses: (1) to demcnstrete to the American peorle

a4

*“thet he did go more than half way”” in his efforts to
seek a ccemrremise and (2) to encourege citizens to surport
his continued efforts to get a budget from Cobngress.

Talks with the Iemocratic leadership broke down because of

*“furdementel idecleogical differences’” between Reagen and

‘the Ierccrats. ~"The President wernts reduced srending and



(MUKE)

says Eeker.

The white Eouse sought a corpromise with the Democratic
leaderskir teceause there was not initially enough support
fcr & Gramm—-Latta style compromise. Now that the
pessitility ef a full btipartisan comprocmise hes been
elirinated, there may te more support for & Gramm-latta
type budget emong conservative Dermocrats. " "We didn’t have
the rolitial strength without doing this--gcing through this
rrocess, '’ says Raker. |

Fver though the Fresident indicated a willinigness to give
in or several controversial issues on WEdnésday, this is
nct " “the tenchmark from which we will proceed.’’ Reagan
. will nct accept changes in Sociel Security or the third
year of the tax cut——even though he indicated on Wednesday
thet he wculd eaccert such a trade-off as pert of a
’bipartisan compromise.

Eccenemy._  "There will still be an economic recovery,’ '
says Beker. " 'The strength and duraetion of it is dependent
on Congress passing a budget.”” The White Eouse is holding
to its earlier predicticn that the ““first signs”” of
recovery will te seen in the second quarter, followed by an

urtura later in the yeear.

. 4

irherert in the current situetion. Eut he edded, &ny
chief executive in en election year is going to be in that

resiticn.” "
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wanted te limit Vedresday’s meeting to three pecple--Reagan,

Ecwerd Ecker and C“Neill. But C“Neill insisted on bringing

PFclling erd Wright, forcing Reeagen to bring RBaker and

Meese., After the meeting began, 0’'Neill insisted on

tringirg in cne of his &ides. Soc Reagan restonded by i g
cellirng ir his aides. Thus the meeting got pretty big. |

willing tc accept were a mininum tax on corporations, a

minimur tex on individuvuels and & surtax on upper income

peorle.
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(END)
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Senetor Bollings felt these figures are too high

Senator Domenici felt more restraint is needed

¥odified version of Congressman Bollings proposal ($4,8,8 billion,
FY B2—-85)

Some participants felt defense savings range too low

Congressmen Bolling and Rostenkowski did not accept these t
ficures as & ceiling.

Budget Worksneet last on the table as of Zpril 27 01:00 P.m,

KOTEZ: Some participants still haé minor reservations in

gdcition to thcese noted at (a)-(le).
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_CHRONOLOGY OF SELECTED DISCUSSIONS/REOGTIATIONS RE BUDGET

This

is a chronclogy of major iscussions conducted by-

representatives of the Acministration and the Congress in an eifort
to resolve an apparent stalemate re the FY 83 budget.  The
cdiscussions commenced when, on March 19, 1982, the Fresident
authorized White House Chief of Staff, James A. ‘Baker III tou open
a line of communication with the Speaker of the House of
Representatives, Thomas P. O'Neill, Jr. This was, in part, a
response to & suggestion advanced by House Minority Republican
Leader, Robert H. Michel. '

[NOTE: In addition to the discussions noted here below, there-

were

cf cocurse many sub-group discussions &and informal

conversations -- as well as important consultations within the -
groups representing the respective parties, and between these
groups &ana their respective principals and constituencies.]

March 20, 1982. J. A. Baker telephoned and met privately with
Speaker 0O'Neill, who suggested thet the Democratic House be
represented in further discussions by Congressmen Bolling,
Rostenkowski, and Jones. The meeting with the Speaker took
place at the Speaker's home.

March 22, 1982. J. A. Baker telephoned House Budget Committee
Chairman Jones, and met privately with him, at Chairman Jones'
home.

March 22, 1982. J. A. Baker telephoned House Ways and Means
Chairman Dan Rostenkowski in Hawaii, and met privately with
him upon his return, on March 25. The meeting took place in
the White House, and included a brief discussion with the
President.

March 23, 1982. J. A. Baker, OMB Director David Stockman, and
Presidential Assistant Richard Darman met with Chairman
Jones -- at the J. A. Baker residence in the evening.

March 24, 1982. J. A. Baker called House Rules Committee
Chairman Richard Bolling. (Subsequently, Messrs. Baker and
Darman met privately with Congressman Bolling, as did OMB
Director Stockman.)

March 25, 1982. The following group met at J. A. Baker's
home. Representing the Administration: Chief of

Staif Baker, Treasury Secretary Regan, OMB Director Stockman,
and Presidential Assistant Darman. Representing the House of
Representatives: Chairman Bolling, Chairman Rostenkowski,
Chairman Jones, Minority Leader Michel, and Minority Whip
Trent Lott.

J. A. Baker and Senate Majority Leader Eoward Raker consulted
with each other (as they did throughout the negotiations) arnd
determined that the discussions with the House showed
sufficient promise to justify their expansion to include
representatives of the Senate. ‘



- March 30, 1982. The following met for breakfast at the

J. A, Beker residence. Representing the Adminictration:
Messrs, Baker, Regan, Stockman, Darman, and Duberstein.
Representing the House of Representatives: IlMessrs. Eclling,

Jones, Michel, and Lott.

- March 30, 1982. The President, J.A. Baker, and K. Duberstein
met with Senators Dole and Long at the President's residence.

e March 30, 1882. The following met in the evening at

J. A. Baker's residence. Representing the Administration:
Messrs. Baker, Regan, Stockman, Darman, and Duberstein. i
Representing the Senate: Senators Dole, Domenici, Laxalt, and
Long. : 2

NOTE: Following this meeting, a "Group of 17" was established. It
was comprised of the following.

Representing the Administration:

James A. Baker III, Presidential Chief of Staff
Donald T. Regan, Treasury Secretary
David A. Stockman, OMB Director
Richard G. Darman, Assistant to the President
and Deputy to the Chief of Staff
Kenneth L. Duberstein, Assistant to the President
for Legislative Affairs

Representing the Senate:

Senator Robert J. Dole, Senate Finance Committee Chairman

Senator Pete V. Domenici, Senate Budget Committee Chairman

Senator Ernest F. Hollings, Senate Budget Committee Ranking
Minority Member

Senator Paul Laxalt

Senator Russell B. Long, Senate Finance Ranking Minority

Member

Representing the House:

Congressman Richard Bolling, House Rules Committee Chairman

Congressman Barber B. Conable, Jr., House Ways and Means
Committee Ranking Minority Member

Congressman James R. Jones, House Budget Committee Chairman

Congresssman Delbert L. Latta, House Budget Committee Ranking
Minority Member

Congressman Trent Lott, Minority Whip

Congressman Robert H. Michel, Minority Leader

Congressman Dan Rostenkowski, House Ways and Means Committee
Chairman




D
-

The "Crocup of 17" met on the following occasions:

rsday, April 1, 1982: a breakfast meeting at tnc V;ce
sicdent's residence (all 17 members present).

- Fricday, April 2, 1982: & breakfast meeting at the Vice
President's residence (all members present).

- Sunday, April 4, 1982: an afternoon meeting at Blair House
(211 members present except Senator Hollings).

- Tuescay, April 6, 1982: a breakfast meeting at Blair .House -
(211 members present except Senator Hollings and Chairman
Rostenkowski). . .

- Tuesday, April 13, 1982: a morning meeting at Blair House
(all members present except Senator Hollings and Congressman
LOI—t)

i Tuesday, April 13, 1982: an afternoon meeting‘in the EOBR
Incdian Treaty Room (all members present except Congressman
Lott) .

—— Sunday, April 18, 1982: an afternoon/evening meeting in the
White House Roosevelt Room (all members present except
Senators Hollings and Long and Chairman Rostenkowski).

- Tuesday, April 20, 1982: an afternoon meeting in the White
House Family Theatre (all members present). [Note: During
this meeting, the President met brlefly and privately with
Senator Hollings.]

== Wednesday, April 21, 1982: an afternoon/evening meeting in
the White House Family Theatre (all members present).

-- . Thursday, April 22, 1982: an afternoon meeting in the White
House Family Theatre (all members present).

- Friday, April 23, 1982: a breakfast meeting in the White
House Family Theatre (all members present).

- Sunday, April 25, 1982: an afternoon meeting in the White
House Roosevelt Room (all members present except Senators Long
and Hollings).

- Tuesday, April 27, 1982: an afternoon meeting in the White
Eouse Family Theatre (all members present). At this meeting,
the croup agreed to recess and to recommend that the
Principals meet to attempt to resolve remaining points of
difference.

- On Wednesday, April 28, 1982, the President, the Speaker of
the Eouse, and the Senate Majority Leader met in the
President's Room at the Capitol.




April 30,
FROM: SJF - White House
TO: LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, S)/F, RAK, PA, PGH

RE: White House report, Friday, April 30

President Reagan today ruled out U.S. military
involvement in the Falklands crisis but offered to supply
arms to the British under existing treaties.

Responding to questions posed by a group of Midwestern
editors and broadcasters who came to the White House for
lunch, Reagan condemned the aggression in the Falklands by
Argentina. ““Armed aggression of that kind must not be
allowed to succeed,”” he said.

He held out some hope that the dispute still mighf be
settled in the United Nations without bloodshed. But he
added, "“We“ve gone as far as we can go”” in trying to
negotiate a settlement.

He flatly ruled out military involvement by the United
States ana said that the British had not even sought any
U.S. help. But he said military equipment would be made

a s

available to the British if they asked for it but only in
keeping with bilateral treaties.””

Budget. Republican congressional leaders obviously
disagree among themselves -- and with the President -- on
the benchmark figures that should be used to resume
negotiations on a budget compromise.

Ed Meese predicted today that the ultimate compromise

would be somewhere between the President”s original budget

and what he offered to 0”“Neill on Wednesday, suggesting

1982
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that the President intends to roll back on his offer to the
Democrats. Some GOP leaders who met with the President
indicated that they were starting from the figures that
Reagan used in the summit meeting with 0“Neill, however.
Senator Domenici, for example, said he was still looking
for 122 billion dollars in tax increases. But not all the
Republican leaders agreed with that as a benchmark.
Representative Barber Conable said he thouggyizz billion
dollars was too big a tax increase.

Tip O°Neill. Reagan also passed up an opportunity today

to\take a jab at Tip 0°Neill. Under questioning from the
Midwesterners, he emphasized that he and 0“Neill are still
friends after hours. Reagan said he understands that
O°Neill has to answer to a variety of Democrats in the
House of Representatives. He added that the two of them are
divided by ‘“great philosophical differences." Reagan said
O0“Neill "“truly believes that government spending
stimulates the economy”” and that deficits don”t count.

The view around the White House and on Capitol Hill is
that O“Neill came to his meeting with Reagan on Wednesday
expecting to meet up with an encompromising President. Thus
O'Neiil was not prepared to bargain. Representative Robert
Michel told reporters at the White House today that he
thought ““the Speaker might very well have misjudged the

»

President”s willingness to compromise.”” Larry Speakes

noted that the Democrats never made ““a firm counteroffer””
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in the meeting.

Interest rates. Reagan told the Midwesterners today that

there is ““no reason”” why interest rates are so high. Had

there been a compromise this week, he said, [*"]I have a

hunch that interest rates would have instantly come down.””

(END FILE -- rw)





