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• With the President's blessing, Chief 6f Staff Jim Baker 

is currently up to his elbows in negotiations with 

Democrats Rostenkowski and Jones on a budget compromise. 

*U.S. Ambassador Deane Hinton is quietly telling the 

rightists in El Salvador that they .risk losing U.S. aid if 

they exclude Duarte from a coalition government. 

* Tbe prevalant image of Reagan as a heartless, one-term 

ideologue will be countered in these · ways: (1) the radio 

SFeecbes, (2) more face time on television (such as· 

Wednesday night's press conference), and (3) more 

s;ontaDeous acts such as the Fort Wayne visit that show 

c ornra s s ion • 

~ggg~!_£Q~~rQm!2~~-Speakes denies reports that Eaker was 

chewed cut by the President for t~lking to Tip O'Neill. 

''Ee did it at the President's direction," he says. 

According to Speakes, Baker is not talking to reporters 

because be is deefly involved in discussions with Jones and 

F.cstenko~ski. Some progress has been · made and Speakes 

see~ed optimistic about the outcome. Speakes describes the 

talks so far as . ''probing--the beginning of agreements." . 

If Baker cannot . reach a compromise with the Democratic 

leadershi~, he will seek to put something together with the 

conservative Democrats as he did last year. ~any 

(MORE) 
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Eeputlitens ere demanding a commitment fro~ Reagan that the 

budget will be balanced sometime in the future. 

Yet Reagan still will not yield on his ''basic 

rrincirles," says Speakes. Meese bas told Reagan that most 

Fresidents panic at this point in their term, and Reagan's 

determined to be different. ''Be does not want to make any 

change in course because any change in course would be 

gcvern~ent as usual." 

_1 .!:!! _~g~.! _The evening press conference and the radio speeches 

are designed to give the American people more of an 

c~portunity to see and hear the President ·first hand. This 

is expected to restore their faith in what a nice guy he 

is. In looking for impromptu events, aides are hoping to 

get Feagan out among the people more often--to give him a 

chance to talk to farmers and blue collar workers. A 

fcreign policy speech also may be in the works. ·:But Speakes 

does not think news conferences in prime time will become 

the rule. 

· 1£~ ~ ~Qf!_1Q£~b~~Bis image as the rich man's President irks 

Reagan very much. He views himself as a compassionate man. 

That's because he has a habit of giving money to anyone who 

asks. Says Speakes, ''If a bum in the park came up to him 

and ~aid 'I need a quarter,' the President would give it 

tee biFi." Speakes offers these two examples of Reagan's 

compassion: 

*When Reagan and aides were discussing · what to do with 

the Eaitian refugees last year, somebody in the group 

(MORE) 
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rrcpcsed dumping them 2t Guantanamo. Everyone laughed--

except the President. P.eagan noted tbat Guantanamo is in a 

rural area and it would be unfair to unleash these people--

sc~e of tbem mental cases and criminals--on the poor, 

unsuspecting people of Guantanamo. 

*For years, F.eagan has been sending money to two sisters 

in tbe Midwest who have a retarded brother. These wo~en 

nave been writing to him for years. Each time they do, he 

sends the~ sone money. Kim Hoggard of the press office 

recalls typing a letter from Reagan to the women during the 

transition. The letter included a check for 1e0 dollars. 

(END) 
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E l_~§l!~dDr~ The success of the election, despite its 

dubi ous outcome, has virtual l y ruled out any serious U.S.­

tacked negotiation~ with the guerrillas. ''Any chance of 

the U. S. government moving off its [current] positi on has 

evaporated ••• The rebels certainly have less strength at any 

conceivable bargaining table 9 '' says Gergen. 

Th e administrati on is making it clear t o the right-wing 

~olitical parties that ' 'a government without the Christian 

Iemocrats is unacceptable'' to the U.S. Ger gen concedesv 

bowever 9 that if the rightists exclude Duarte an d the 

Christia n rem ocrats from the new government, the only 

ch oice l eft t o the administration would be between the 

elected government or left- wing guerrillas supported by 

Cuba. Be suggests that the ~bite House mi ght supp ort a 

1otential comprom i se i n which Duarte is dumped for some 

ether Christian remo crat i c leader who is more acceptable to 

the right . ''Part of the protlem is Buar t e himse l f." 

Bg~ir~msn!_9g~~ On Fr i day P.ea gan wil l announce his support 

for l egislation that eliminates the "a ndatory retirement 

age. Gergen wa s foggy on the details but thinks ~eagan will 

endorse a bill ' 'to remove all barrie r s'~ to worFing to as 

cl an age a s onE ~ ants. (He said he want ed to al e r t we t _ 

(MGR ~ ) 
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t h is late-in-the-week story because of the large number of 

l.S. News readers who are elderly.) 

rrg~~-ggnf~rgng~~ Of Reagan's Wednesday night performance. 

Gergen claims: ' 'We thought it was his best press 

conference, at least his best in several months •.• He was 

sharp and on top of it ..• He had a whole slew of facts he 

wanted to get out. He was loaded for bear .••. Re feels a lot 

of the fact~ about his program are not getting through and 

he wanted to use that as a forum to get out those facts." 

Beagan spent more time boning up for the session. ''He bit 

the tocks earlier and he spent a little ~ore time in Q&A 

sessions." There were '' a handful'' · of practice sessions 

~ith White Rouse aides. 

Gergen chuckles at the way Feagan called on several 

reporters by their first names last night. Gergen notes 

that AIC's Ann Compton ''was almost asleeep'' when Reagan 

called on her by name. She didn't even have her band up at 

the time. Apart from Sam Donaldson and a couple of other 

networks correspondents, Feagan, 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?] Se virtually memorizes first 

names and seat assignments. At bis last press conference he 

called a blac¥ reporter by his first name and the reporter 

acknowledged that he had never met Reagan except to shake 

his band in the receiving line at the White Bouse Christmas 

}arty. Says Gergen: ''It's a technique some speakers have. 

(MORE) 
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It's emtirely his own thing, a true Reaganism ••• It creates 

~ar~th in the room •••• It's a damn nice touch." 

1~§1~ Wil l Beagan 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_]~~fr~ We ran into Jim Baker, who has sto~ped giving 

~ress interviews during the budget negotiations, in the 

White nouse lobby. When we asked whether he is making 

i:rogress in talks i-1ith the rernocrats, Baker replied, '··we 

rrake a little progress one day and the next we lose 

it ••• It's a very lon g haul.'' 

(END ) 
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bacRiour.d interview with Ed Meese: 
---~, \-----------------------------

~1~~1-~i!~~~-~he President will receive · strategy 

recorrmendations from his advisers within two weeks. The 

overall U.S. strategy could be set by as early as May 1. 

~r~~!1~_IQ111!~~~-Meese views the current rumblings at the 

Kreffilin as ''leadership machin~tions in antidiaption 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 

replie~ that there are two schools of thought: (1) those 

who exrect a harder line from younger men at the Kremlin 

who have not ezperienced war and (2) those who think the 

younger rnen will -be less doctrina.ire. 

~~~-The administration will not accept a return to the 

''racetrack'' basing of MX as advocated by Senator Tower. 

Meese says it would only ''cost a lot of money and tear up 

a lot of real estate." Eut he thinks a corrpromise can be 

worked out soon with the Senate. 

~1_§~1Y§~Qr~_Meese seems to subscribe· to the theory that ~ 

''ne~ face''--sov.ebody other than ~uarte or D'Aubisson--may 

errer€e in El Salvador. Ee indicates that the election 

turnout virtually rules out any more talk about a 

negotiated settle~ent with the rebels. 

Eg§g~~~~-2~9Q~g_!~r~~-Meese genuinely believes that Reagan 

and Nancy have never discussed a second term. ''Be feels 

(MORE) 
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there is a time to discriss tbat end that time will come," 

says ~eese. ''Ee doesn't scr~tch · where it doesn't itch." 

(l;ND) 
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TO: MLS, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH, 

LJL, GY 

~lkland 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? 

''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 mil.itary forces from the Falkland 
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Islands ••.• Because of our . concern over the hostilities . 

between the United Kingdom and Argentina, the U.S. 

government welcomes and strongly supports the statement oy 

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 

''Older 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 retirement 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 l'&M ·ao:d"./ 
(END FILE - CKM) 



/ 

S ~ C.'R Y : S l ,1 I T 
r-- A i6 Fl"~: 

CT"if"k' :IE G·-:BEO ~'1SG: 
1 ~3: IirI: OPR:RAK i04/0s, 1e:e6 

TC: MLS, LT, JF, D:R, ]FP, JG, 1P, DX:B, TIC]~ LB, Jl1M, Si/. 
FJ1, PGR, S:XM 

JiBCM: RAK 

The President this afternoon held the first of his 

impromptu "'rnhli press conferences'" in the Ova.l Offj_ce 

with reporters assembled around his de s k. 

§ymmll~ Ee used the occasion to announce that he has 

invited Soviet President Brezhnev to New York in July to 

address a UN conference on disarmament that Reag an will 

also address. Reagan wants to meet with Erezhnev at that 

time, out he said he didn't necessarily want to call the 

rreetine ""a full-blown summit ••• ['But] I think it would be 

well if we could have a talk." When he was asked whether 

Er ezhnev's health would allow him to travel in July--if~ 

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

have no confirmation' ' of the published reports of 

Erezhnev's poor health. Reagan d id not dispute the accuracy 

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

Expect Brezbr.ev to be able to attend and that the 

invitation is more a propaganda tactic than an effort at 

serious talks with the Hussian leader. 

~Y~l~~r- ~ypgrJgrJlI~ In li ght of the numerous experts who 

bave disputed his claim that the Soviets enjoy a ~argin of 

nuclear superiority, Beagan was ask ed Khether he wac s orr v 

~e ~ade the sta t ement at last wee~"s press co n fe r e ~ ce. 

(MOR F) 
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l"~o. I'm not sorry I said it./ ~e 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 ''300 missiles 

~ith 900 ~arheads'' which the Soviets have aimed at Western 

F.urope and which are capable of hitting targets in the 

~iddle East. NATC, at present, has no nuclear force to 

counter these Soviet intermediate-range missiles, said 

Eeagan. ' There is the . evidence of superiority they already 

have.'' 

l§!~l§D~~~ Beagan was careful not to take sides with 

either Eritain ·or Argentina, almost to tne point of 

sugge sting the U.S. will observe neutrality (although that 

\·ord never came up) in the conflict. ' ·'we're friends of 

t t b . d , p b . ~ 'Q' t . 11 h t . t , b','' o s1 es, ,e sa1a. ,_ e s i _ .as no cornrnun1ca ea , 

phone with his good friend Margaret Thatcher. This suvgests 

to me that Reagan really does want to stay out of the 

Ealklands tattle if at all possible. Bu t the questioning by 

reporters on this subject was incomplete and did little to 

illuminate Reagan's views. 

rh~-~ydg~1~ The President responded positively to the 

suggestion of a ''summit'' with congressional leaders to 

~ettle the bu~get imp2sse, but be appeared to be referring 

only to general discussions, not a specific meeting with 

biparti san leaders. '' I look forward to progress being made 

as soon as we co~e back fro~ ~aster break.'- He plowed no 

new ground, ho,·ever, on areas of the budget in which he 

would be willing to compromise. 

(MC'P'E) 
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!£9DDm'~ ''We're in a trough, the botto~ing out of the 

recession,·· said Reagan, conceding that the unemployment 

rate is likely to increase in the weeks ahead even if the 

econorry does start to pull cut of the slump. 

~~~-~911~ ~ To what does the President attribute his slump 

in tbe po1ls? Bis answer: ''The steady drumbeat of 

criticism'' of his programs in the media. P.e admitted that 

cpponents speaking out against his program are news, while 

' 'there isn't much news in [our] continuing to say we 

t 
, , 

5uppor our program. 

1Df- ~r£2~ - ~Qnffren~e~ ~he session lasted for about 15 

rrinutes, ~ith about 50 reporters in attendance, compared to 

the 200 who attend a formal press conference in the East 

Eoom. To bold down the number of reporters, Larry Speakes 

did not announce tbe 1 p.m. session until shortly after 

noon. 

It was fairly orderly despite the fact that Reagan tended 

to respond to ~boever shoute~ a question the loudest--which 

rreant he answered the questions of the network 

correspondents and UPI's Pelen Thomas who got in line early 

to stake out a spot in front of the desk. 3ut because of 

the unrelenting barrage of new questions, ~eagan was able 

in the informal setting to give short nonanswers to tough 

quest1on (such ' as what he will do if a naval battle ensue s 

in the South Atlantic between ~ritain and Argentina) and 

then field the next question. There is a substantial 

advantage to the President in the Oval Office sessions, 



where he can get off the book with a very short enswer and 

an amiable srrile. In a formal press c-0nference he is forced 

to at least offer a reasoned reply. 

The start of the mini press conferences was coupled with a 

wbite Rouse announcement that Reagan no longer will answ~r 

questions during Oval Cffice photo opportunities, unless 

otherwise announced in advance. Feagan joked that he is 

prepared to take a bar of soap to the mouth of any reporter 

~he has the audacity to ask a question during a photo 

opportunity. Questions during photo ops have f or some time 

teen a constant source of irritation to Mike Deaver--

al though Reagan h i mself has never seemed to mind them (Re 

always answered the questions.) Also tanned now during 

photo ops for the sake of decorum are motor-drive cameras, 

~hich make a buzzing noise. 

If Beagan continues to hold these impromptu sessions on a 

~eekly basis, we may learn ~ore of his thinking on issues 

than we have i n the past. Speakes promised that the mini 

sessions will not become a sub s titute for formal press 

conferences. 

~?iQf~ Reagan's reputation for being led around by the 

nose ty his staff was reinforced when he was a sked, as he 

got up to leave the Cval Office, how often he intend s to 

bola these mini press conference. Reagan stared bl2nkly at 

the reporter who asked the question, then turned for the 

answer to David Gergen who was standing behind the 

Fresiden t. Gergen said, ''Very frequently.•"' Reagan then 

( r,~ORE) 
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Effcrts by White Eouse aides to shed r ounds and to 

generall y impr ove their physical conditioning have been 

spur r ed of late by the_much publicized ''Easter renewal 

projEct." Under this pl an, 16 a dvisers - - vow i ng to lose a 

tctal cf 23 1 pounds--contributed $1 0 each ta a kitty that 

will be divided amone those who succeed in losinc their 

excess weight by Easte r . Here is a rundo~n of what ~ hite 

h cu s e aides and the Presi dent are doing to try to stay i n 

sbapE: 

E~~g~~~ Reagan complains often that his job prevents him 

fro~ getti ng as much exercise as he would like , 

~articularl y the outdocr exer c ise that he ~ refers. To keep 

in sba~e, he works out in 2 fitness roo~ in the reside nce 

al~ost every afternoon after leavi ng the Oval Office. 

Ac c ording to PA, Mrs . Reag an also exercises t here each 

~crnin g for 20 minutes, riding the stationary bike. The 

Fresident works out on a ~autilus-type exerci s e machi e 

that was donated by the sporting equi pment manuf acturers' 

lobb y . 

When he is at the ranch, Reagan invariably spends a couple 

of hcurs ea ch day doing strenuous work-- chop ping wood , 

clearinp trush, mending fences , etc. Eis kitchen cabi net 

ch~~~ c ai m t hat strenuous exercis e is Peagan's favorite 

; f4 / '7 6 , 1::: z r: 
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±er~ ct relaYation. Of course, he also goes horseback 

r1di ~ with Nancy when at the ranch; when in Wa shington~ 

the Fresident cften spends Wednesday after~oons (which are 

rEserved for mid-week relaxation) riding with such local 

cowpokes as Mal colm Ba ldrige or Willian Clark at the 

Quantico ~arine Ba se in Virgi nia. Reagan also likes to swi~ 

in gcod weather in the outdoor pool at Cam~ David. Those 

few aides wbc have teen invited to Camp ravid on weekends 

clair. that Reagan does pretty impressive dives off the 

aiving board. He has attempted to teach the young children 

of some Wbite House aides how to dive. To the hcrror of 

these aides, Reagan once almost cracked his head while 

doing a fliy of som e kind. 

The Reagans generally eat a lieht, low-calorie diet, but 

they don't skiF dessert. Reagan does complain , though, that 

he has tc watch how Many jelly beans he eats. 

~1gtgg1_~~9Ysr~ Three days each week, ~eaver takes an hour 

off to exercise in the executive fyrn in the old Executive 

Office Building next to the White House. He works out for 

30 rrinutes (100 sit-ups, 2 miles on the stationary bike at 

the hardest setting and 10 minutes on the Nautilus), then 

s~en d s 10 minutes in the sauna, takes a shower and heads 

back to his office. ''It's worth a mil lion dollars to met'' 

ne says (on the record). ' 'I just feel so ~uch better. It 

tet s a lot of tension out of , " you. 

~itb alrrost every mea l 1 Deaver eats half a gr apefr uit in 

the telief that it helps to burn up fat--a habit for vhich 

Ul: CRE I 
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tE tekes a let of gocd-natured ribbin g fro~ his colleagues. 

luc other aides have begun orderin~ from the Mess what has 

come to be known as "'the Deaver plate." It consists of 

cottage cheese and ground beef. He also ski ps bread and 

desserts. ''I've been able to keep my weight fairly 

consistent because? I think, the tension keeps the pounds 

off~·· says Leaver. 

~g_tg~~gi Meese, who pledeed to lose 12 rounds by Easter, 

scarcely telieves in exercise. He once joked that he 

belongs to ''exercise anonymous," a fictitious 

organization that hel ps people resist the urge to exercise. 

~eese says be ski ps dessert and sometimes ski p s lunch, too. 

J§G~~-~§~§t~ Baker put on 7 pounds in the past year but 

lost 4 when he gave up desserts for Lent. He tri e s to eat 

light lunches, usually tuna. Ee has also cut down his 

s~oking to one cigar a day. (His first wife died of 

cancer.) Be works out in the g ym but only sporadically. Ee 

uses the treadmill, the stationary bike and does situps. 

Eaker rlays tennis but only infreque~tly. 

E11~~~flh_Pflg~ She works out for 30 minute s each morning 

bt heme ( the Watergate) while listening to a cassette tape 

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

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

that th e executive gym now is. Under the rules, the gym is 

c~en tc all aides with the rank of deputy assistant to the 

Fresident or better. There are two women in this category, 

Lele and Karna Small~ both of whom have refrained up to now 

(MORE) 
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~§Irx_§pg§~~~~ Each aft e rnoon after the daily briefinR, 

5p ~ akes runs two miles from the Wh ite House to the 

Jff f erson and Linc oln ~emorials. Af t er ru nnin g 9 he pe es t o 

tte fY" and does sit-u ps, lifts weights an d sits in t he 

whirlpool. Wbite Ho u se adviser Rich Willia ffi son, a former 

varsit y fcotball fla yer at Pri nceton, also runs on the Mall 

cccasicnally. He says he has gai ned 1 ~ pounds sinc e joini ng 

the White Eouse staff. 

~§yig_Qgrg~n~ ''A lot of us have problems with wei ght." 

sa ys Ger gen. ''If you are reall y tens e and tired, you tend 

to eat a lot . ~, Gerg en pla y s tennis every Wednesday nt ght 

and on weekends. Ee keeps yogurt in his office refri gerator 

and tries to eat salads instead of heav y meals . 

(E ND) 
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Jy~ggl _ fQ~Pr9m1~~ ~ Meese refused to discuss the specifics 

of a potential compromise or to reveal anything about the 

negotiations tha~ 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, 

be claims . 

What are the prospects of a compromise when Congress 

r eturns from Easter recess? ''It's very hard to tell right 

now ••• It's still in the listening stage .•• It's really 

literally a 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 911 incumbents for the mess in Washington. 

' ' I think there will be a lot of people anxious to get 

so~ething done by the end of April." 

~resumably written by David St ockman, asserting that both 

t h e 'e2 and '23 deficits will remain around 100 cil l ion. 

1hP administration is basing its revise~· estimate on 

'technical reassessments," and n~t on new economic 

assumptions. The econ omic assumutioLs are unchanged in the 

(f'ACRE) 
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re¥ report. 

!sl~lsng~~ Meese hints strongly that despite Reagan's 

nublic stance of neutrality, his true sympathies lie with 

Iritain. ''we don't say we're neutral--we say we're friends 

1ith both parties." He maintains that the administration's 

public refusal to take sides puts it in a better position 

to help the Thatcher government and that the Erits 

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 

ce replaced by a pacifist Labor Party regime. 

Meese seems optimistic that a diplomatic solution will be 

f ound. Argentina and Britain are both uncertain whether 

they could win a shooting war, and that fact ''bodes well 

for a peaceful solution." 

Asking that bis comments not be attributed to the White 

Eouse, Meese adds: ''Necessarily the countries must be 

reassessing their positions now because ••• it~s pretty clear 

that the Iritish navy has the capability to sink the 

Argentinian navy. At the same time, the British navy is a 

long 'ay from their supply positions and is in tough shape 

f t · d fl" t'' ''Two factors as ar as any sus a1ne con ic 0 oes. are 

important. There are logical and reasonable diplomatic 

solutions that could be achieved, and secondly there is 

enough ti~e in which to pursue them." Meese refused to 

detail the possible diplomatic solutions, claiming that 

such infor~ation is classified. 

(MORF) 
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If diplomatic efforts fail to avert an armed conflict, 

would Reaga n side with Eritain or Argentina? Meese's 

answer: ~'A key factor in this is that the islands were 

t aken by use of force ••• That must be a very import ant 

consideration in any action the United States takes." 

~hiD~=T§i~§n~ Meese declined to comment on this dispute in 

any sutstantial way, ''because of so~e discussions we're 

baving with Taiwan.--

(~ND) 
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* Jim Eaker will not talk to reporters while he's involved 

in tu~get negotiations because h~ feels ''he has been so 

atused lately'' by White House officials who accuse him of 

leaking information to the press. 

* Ectb sides are showing a willingness to negotiate a 

IEaceful settlement of the Falkland Islands dispute, but 

Secretary Baig told the President cannot promise success. 

~The ~bite Rouse is so touchy about press criticism of 

Reagan's ]arbados trip that aides were discouraged from 

taking their spouses. 

* Ncbody at the White House believes Cuba's claim that it 

has halted arms shipments to Nicaragua and El Salvador. 

* Several hundred dollars will change hands at the White 

Eouse en Monday when the big diet contest ends. · 

~.§g_er_s.~-Q_]:ldg'g§~-~gg.Q!i~.!.i21!2.!.._Gergen insists it's too 

early to :r;redict the outcome of the budget negotiations. 

''They're still talking fundamentals," he says. ''But the 

talks bave been good and consistent.'' Ee refused to 

discuss the various proposals. Reagan has made a point of 

being conciliatory in public statements lately. 

Baker is . ''staying very close to the President'' in his 

talks ~itb congressional leaders. Be's making no 

cc~mit~ents, and he's reporting back to Reagan at every 

· (MORE) 
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step. Although Baker's ''in a better mood now'' about the 

ciiticism cf him, he's still very sensitive to charges that 

be bas been been leaking information to reporters. 

_ !~Jkls~g~~-Eaig departed at 3 a.m. Thursday for some 

Kissinger-style shuttle diplomacy between London and Buenos 

Aires. ]efore he left, he was asked at the White House 

. wbetber be could guarantee success. The answer was ''no." 

But cfficials are encouraged that the dispute is ''cooling · 

down a bit'' and ''beth sides certainly are more interested 

in talking'' now than they were . at first. Keeping Thatcher 

in office is a prime concern. 

~~1g§:1§!!§g~_Wbite House 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 ezpected soon--perhaps next week. 

~~!".Q§g.f~~ Gergen was s cbedu 1 ed to go on the trip, but 

· de· c 1 i n e d 'be ca u s e he d i d no t wan t t o be s e e n- ' ' 1 o 11 i n g on 

the beach." Re gleefully noted that 25 reporters tock 

their spouses while only 4 White House staffers were 

acco~panied by spouses. 

~!§~-~£Dl~~1; The big winner (or loser) is yet unknown. 

~eese end Gergen are both close to their goal of 12 pounds 

each. reese had not eaten since Tuesday night in an effort 

tc sbake cff the last one and one-half pounds ~y Thursday. 

The ~ot will be split by everyone who achieves their goal. 

Gergen has 40 dollars riding on it, including side bets. 

B~§g§g~_Gergen doubts that Reagan has ever ·questioned 

(MORE) 
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whether be is on the right track in his ef f6rt to cure the 

economy. ''Ee is not a man afflicted with doubts or 

uncertainties,'' says Gergen. But Reagan does not confide 

in aides. ''Bis irivate world revolves around Nancy. I 

dcn't know who his close personal friends are. Be doesn't 

need people around him all the time." 

Altbcugh Reagan is frustrated with ''misrepresentations'' 

of his rrcgrams in the press, be reserves his anger for 

other things. Ee bit the ceiling recently when somebody 

tried to talk him into more defense cuts. What upsets him 

TT;OS t are 1 eaks. 

Altbough it's too early to tell, most White Bouse people 

think F.eagan will run for a second term. The Presidency has 

net bad much Of an . ''aging effect" on Reagan. Most aides 

alsc dcubt the accuracy Nancy's statment that she and 

Rennie have never discussed a second term. 

Reagan calls hiffiself a ''soft touch'' because he often 

responds to individual pleas for help from the poor. Gergen 

repeated an oft-told story about a time as governor when 

Reagan sent a roor man one of bis own suits to wear. ''He's 

easily touched by people's situations," says Gergen. 

rgggral1~~~-As the ~ew York Times reports, the White 

Ecuse and the states have reached an impasse on the 

proposed swap of programs under Reagan's new federalism. 

Eut legislation still is expected to be proposed this year. 

(END) 
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Overall: The importa nt, and surely controversial message 
t hat Rollins carried is that the White Bouse is holleri ng 
''discipline'' in no uncertain ter~s to nembers of Congress 
wh o have b~en critical of th~ President. ff e seemed to get 
carried away at times ani his get tough t al~ could 
boomeran g with the sensitive GOP'ers on the Hill. I thinK 
this is especially true since David StocK~an was permitted 
to remain io office after his blasts i n Atlantic. It is a 
rather high risk game f or Rollins !ni the White House , with 
the polls goin g down fo r Reag!n and the party. (S XM may 
want to pfck up on this 1iscipline line in a section of 
Tomorrow .this week . ) 

Re publicans: Rollins says Republicans ''need to get so me 
discipline b!ck into this to ~ n.' ' Be says GOP polls sh ow 
that Republican candiiates are hurt when they separate 
themselves f roTI the Ad~inistration. His words: 
''Republ i c! ns who a ttack Reagan are suf f ering in their 
districts.'' ( B.2 cl aimed four or five exa nples but r e fu s ed 
to offe r ~~m es. ) ?- s aii rneny R ~publicans nee u to be 
reminded that t hey voted for the President's pro gran last 
year and rip pe d th ei r attenpts to use the deficit or ot her 
issues to junp s h i p this year. 

Rollins saii he was having so~e ''heart to heart'' t ! lks 
with some of the 35 or 40 Republicans-- mostly the so-called 
Gypsy Moths i n the East and Mid~est--who have either 
criticized Reagan or vo t ed against the A i~inistratio n . The 
message is clear apparently: We wo n 't s e nd Administration 
or Cabinet people out to help if you blast the President. 
(No threat of ~oney cutoffs bu t you can bet that is part of 
this ~hole strategy.) 

The congressional leaiers, Rollins said , woulQ have to 
lead the effort to whip the troops into liine on the Hill. 
Putting distance between yourself ani the White House, be 
said again, hurts GOP re-election efforts. 

~ hite House: Rollins got the White House into the lac k of 
discipline act, too. He says; ''We've done more damage (to 
RR ) from within than an y criticism froTI outside.' ' He says 
th e eager ness of some to spea~ for Rea gan bai create d t he · 
i mpr ession that the ''Presiient is vacillating.'' But he 
a oded that Reagan had been consistent in policy~aking and 
was being hurt by the expansive talkers. (No names 1 but you 
can pick theri starting with Stock:~3n.) 

As a matter of fact, he took: a shot at St o r·· .- an when as ked 
a bout the President's errors i n press con fer ·. ·,- . He S9.id 
Pea gan didn't pull material l ik e t hat ou t .. i p -po :::k: e'L 
bu t it was ''information chec~ed by peo ple !-~F ~ · R 

(:-JORE ) ,-
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Press: Rollins claims Reagan won't be a part of any war on 
the media any more. ''You won't see any more attacks on the 
media. It's no win for us." Rollins claiTied 1 to TIUCh 

laughter, that was a lot of ~ffection and trust for the 
uress among the public. He ~ited CronKite as an example. 
~'There's even a lot of people who believe Sam Donaldson 
rnore ·than those in this roo:n would like to think.'' 

:Blacks: (Gooi :naterial for our story this ·weelc.) Rollins 
admitted that the big b~cklash froTI blacks and minorities 
gives him :nore concern than any other political issue. Says 
RR is being '~falsely castigated'' and aQ[s: ''If this 
Administration beco:nes the syTibol of racis:n, the blacks 
will turn out (against us) in greater nu~bers than ever. 
Liberals and moderates will turn out to vote against us." 
Said he was about as concernei over this issue as any in 
aavance of the 1982 elections. (Note to DR: We should 
probably get this high up 1n our story.) 

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

Bolls: There are 20 Boll Weevils who supported RR on the 
big ones last year who the President is pledged not to 
campaign against. He says the GOP congressional ca~paign 
committee nay io it but he ioubts they want to waste 
rescources against these likely winners. He put Phil Gran~ 
of Texas in this category. 

GOP'ers: Though the hour, Rollins nanaged to take shots at 
Stockman, Packwood. and Lowell We1cker. He didn't really 
pounce on any De~ocrats. 

Asked if this was kind of strategy he was building for in 
the fall, Rollins mellowed. Be said it was essential that 
Republicans win some seats in the Senate (a wash won't do, 
he argued) because the nu:nbers are against the GOP in 1984 
and 1986. Be also wants to ''naintain the nu~bers'' in the 
Bouse. So he's eager to go after the Democrats in the fall. 
Thatt he concludes, is why he's so anxious for the 
Republicans to unify behind RR. ''ls Rea gan's approval 
rating goes iown, the party's comes down , too . 

Again, I think Rollins talked a little too nuch and openly 
at this meeting. Sone Republican backs are going to be up 
over his tough state~ents on loyalty and discipline. So pe 
~e can use this wee~ in ro~orrow, as Current (if SJF/RAK 
have some naterial to ~o wit~ it or in some other piece. 

(END) 
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* Folitical chief Ed Rollins is in hot water at the White 

Ecuse for bis remarks about party discipline at the 

Srerling breakfast on Tuesday. 

* A budget compromise is at least two weeks away. Reagan 

is a . ''sphinx'' when . Jim Baker briefs him on the talks and 

aides 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 push for it 

during 19$2. It's being proposed to shore up support among 

blue collar, ethnic voters. 

* Reagan will endorse a balanced budget amendment prior to 

the hovemcer elections, but not until a compromise has been 

worked ott with Congress en the 1983 budget. 

* The irogram . ~'swap'' called for in Reagan's federalism 

rlan is almost dead. Although negotiations with the states 

·are nearing an impasse, there has been one side-benefit: 

The talks have generated some political good will among 

governors for Reagan. 

* ~~] Iirector David Stockman was asked to stay away from 

scme meetings with the governors on federalism because the 

gcverncrs doubt his credibility. 

* Jim laker has nothing to worry about in intramural 

wrangling with Ed Meese. ''Does a rooster in a cock fight 

(MORE) 
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bave tc wcrry a chicken on the sidelines?'' 

_B£1lln~~-Williamson, wh·o obviously covets the job of ~bite 

Ecuse IClitical director, was pleased to criticize Rollics. 

He says Rollins' remarks to the Sperling breakfast were not 

autbcrized by the higher-ups at the White House. Official 

et tbe White Beuse already have gotten several angry calls 

frorr ccngressional Republicans complaining about it. 

Rcllins' -remarks reflect his own wishful think1ng, says 

~illiarrscn. Eis ideas have not been approved. Moreover, 

~illiarrson notes that this is the third tirre that Rollins 

has gotten himself in trouble by talking too much. The two 

previous instances: (1} His rerrarks at Georgetown 

University about Senator Jepsen and (2) sorrething he· said 

atout ~~ureen Reagan that prompted the President to 

ad~onish bim. On the other hand, Williamson praises Rollins 

for being a better manager than Lyn Nofziger. 

~~ggg!_~~ID]r~m!2g~_Williamson thinks Reagan is in a good 

bargaining IOSition right now. He 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 also gives him a tactical edge. Recalling his days 

as a lawyer, ·w111iamson notes: ''The hardest person to 

negotiate ~ith is a madman." ~illiamson is net calling 

Eeagan .a ~adman. But he is suggesting that there's little 

difference between a madman and a stubborn ideologue in 

negotaticns. Reagan's aides are yet not sure that the 

Fresident will accept the compromise they are designing. 

(MORE) 



ind Senator Laxalt, williarnson's former boss and Reagan's 

closest friend on the Eill, has no idea what the President 

~ill acce1t. The negotiations have put Jim Baker in a 

difficult position. Because he is not an ideologue, Baker 

.does not· 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. 

bg~_Ir.9I.Q~al~~-Vlilliarnscn confirmed our suspicion that 

the adrr.inistration has begun trotting out old campaign 

propsals to improve Reagan's ratings with special groups. 

This is tbe reason why he's proposing tuition tax credits 

and the abolition cf mandatory retirement age. 

Reagan· has deferred endorsing the balanced budget 

arr.endment in order not to complicate talks on the 1983 

budget. OMB also has raised some objections to the 

a~endment. Williamson describes the idea of a 

constitutional convention as a ''terrible idea." 

R~~!f_§b~~~~ The Saturday radio shows are becoming a 

forurr. for Reagan to get some things off his chest. ''I 

·think they'll te mostly Reagan," says williamson. Reagan's 

sreecb about ·college loans last week was entirely his own. 

~o aide suggested it. It was something he wanted to say. 

[~~gr§l!~m~_Williamson admits that the administration has 

fallen behind schedule in draftin legislation to implement 

the new federalism proposal. A New York Ti~es story 

declaring the "swap" dead was premature, but it . ~'could 

(MCRE) 
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prove tote prophetic." Some legislation will be proposed, 

( 

even if it does not include the s~ap. The govenors barred 

C~B Iirector Stockman fro~ some meetings on this subject 

because they view him as a fast-talking manipulator who 

does not know these programs as well as they do. Williamson 

says Stockman often pretends to know mere than he does. Ee 

gets a~ay with it en Capitol Bill, but net with governors. 

f§~gr~tfg~g=~l£r~~-Jim Baker is on solid ground with the 

Fresident and will continue serving as chief-of-staff as 

lopg as he wants to do so, according to Williamson. Neither 

Meese nor any of Baker's critics can oust him. Meese, who's 

jealcus of Eaker, has tried to finger him for some leaks. 

In tbe long run, Willianson expects Baker to become · 

J.ttcrne~ General and run for elective office. William Clark 

then •ould take over from Baker as chief of staff. 

(END) 
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!§l~l§na~~ Secretary of State Haig returned to the White 

Bouse this morning with encouraging news that a diplomatic 

solution can be worked out. ''Baig is a little more 

optimistic than we're saying publicly,'- says Speakes. The 

Erits and Argentines are not that far apart in negotiating 

a face-saving solution for both sidesi Speakes says, but he 

could offer not specifics. The latest snag was caused by 

the U.S.--Argentina is outraged that we are relaying 

intelligence data to the Eritisb. Speakes believes the 

adwinistration made a tig mista~e by confirming publicly 

that intelligence information is being shared with the 

lritisb 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. 

2~ggg~~ Speakes predicts that it will be ''a couple of 

weeks at test, maybe 1 ' ? onger before a budget compromise is 

reached. Be believes the only question to be settled thus 

far is that the third year of the tax cut i s off limits to 

compromise. The re~ocrats no longer are pushing hard to 

defer the third year of the tax cut, because the White 

Bouse has ~ade it clear that Rea gan ~ill never go along 

witb that. ''They're doing some fairly serious talking 

( f'w1 0PI ) 

;04- / 14, 1 8 :1~ 



STCFY : SP-Al!S 

[r w] .. Bu t no one is sure the President is going to buy 

\t." Reaga~ ''is preserving all the options'' by refusing 

to give congressional leaders any hint of what he will 

accept in the way of a compromise. 

rave Stcck~an is telling congressional leaders in private 

that this year's deficit will actually hit 124 billion, not 

the 101 billion contained in the revised budget estimates 

5ent to Congress by OMB last week. Stockman admits in 

frivate that the administration's old economic assumptions 

are no longEr valid but the revised official deficit of 101 

tillion is based on the old economic assumptions, anyway. 

r§n1~1 In an election year, says Speakes, any 

administration works to ''broaden your base'' of support 

among voters. Toward this endv the President is considering 

naming a special White House liaison to blacks--a step the 

Eeagan cro~d long has said it ~ould not do, on the grounds 

that such a move 1ould be patronizing to minorities. 

would give blacks a feeling that they have a conduit to the 

~hite Bouse and have the President's ear." Speakes . rejects 

the idea that the tuition-tax credit proposal is a purely 

rolitical rrove. 

~9!§1g~ Speakes claims that White House morale is on the 

ups wing 1 not on the decline. ''we feel we've turned the 

corner on the downbeat tirnes .•• The economy has finally hit 

1ottom and we'll reach a budget compromise pretty soon.'' 

(END) 
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~~ggg~~ Gergen is not as sanguine as others tha a bude2t 

compromise ~ill be reached. He notes that there are some in 

the White Bouse--presumably including the President--''wbo 

still want to fight for our budget and see ho~ ~uch we can 

get ••• I would still be very cautious about assuming it [a 

compromise] will come togetber.~' 

Eeagan's claim that he is not involved in the negotiations 

is not really true, says Gergen. Jim Baker is reporting to 

... :-

o::. . ,-· . 
the Fresident after each meeting witb congressional 

leaders. ''And I wouldn't say that :P.a,ker is jusf 1Y~tening 

[as Reagan claims]. Obviousl'y that [clairnl st'!·ains·:-''! 

credi"tility.·~ Gergen says that both side:~: , ''-no~; ·a-::re 

~utting things down on paper~' in an effoit tu fir~ up the 

cutlines of an agreement. ,. . :. ~ . ..,. : 
:' .. 

l§!~l§nd~~ ' 'Th€ parties are a little clp~er together than 

bas been sugg,ested bnt there are still some sticking .. .. 
• "1· . : .. 

\! . 

oints. '!'he parties are wi. thin distance , of ceing -··brought 

t .. h ~ , oge1..ers says Gergen. Re suggests that a diplo~~tjc 
.· }':' <:. :, 

solution ~ight involve U. S. troops on the ground in the 

}alhlands as part of a peace-keeping force. 

!§i~~D~ Aithough Peking has not yet responded to the 
·y_•" f;:_ . 

r c rosed sale of spare parts to ~be 12 ~ wanese. the 
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conse nsus in the Pbi te li ouse is t hat the Chinese ~i ll not 

Ta~e any effort to downgrade relations as they have 

t hreatened to do. ' 'They're making a protest but I don't 

see it as a long-range problem.'' 

I§Dl91 The administration is planning a number of things 

to build support among ' 'constituent groups'' in advance of 

the election. An effort will be made to speed up the wor k 

of the White Bouse task force that is supposed to be 

identifying state laws that di s criminate against women. 

Gergen notes that the White House hopes to improve Heagan-s 

standing among women as steps toward arms control progess 

~ith the teginning of the START talks. In addition, the 

White House wi l l soon announce the appointment of a black 

or two to jobs in the administration; black White House 

aide Mel Eradley will be promote d to a new job of 

c )rd inating ' ' min ority policy." ' 'We;re looking for more 

hore n, blacks and Fipanics to serve in the 

ad m inistration~'· says Gergen. (He has said this many times 

before.) 

B9iE~2_gy~rr1ll9~ In light of Secretary of State Haig's 

claim through his subordinates today that Jim Ba ker has 

teen sniping at him for over a year, Gergen reports that 

Paig and Iaker have never gotten along well. ''It's been an 

en-again, off-again relationship.', But Gergen denies 

Eaig's claim that it was Eaker who leaked to reporters the 

sordid story of bo~ Haig virtually involved the President 

i n order to get the plane of hi s choosing to fly to London 

( MORF) 
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last week. Of Paig's assertions, Eaker says: ''It ' s a 

"isplaced apprehension." 

Haig and ]aker got off on the wrong foot when Baker killed 

taig's now famous bid for power on the first day of the 

Eeagan administration. Eaker also was decisive in having 

George Busb, instead of Haig, named to head the crisis­

~anagement team. Off the record, Gergen says that ~aker had 

bim call State Eepartment spokesman rean Fischer this 

afternoon and warn Haig to ''call it off.'' or his 

criticism of the White House would land him in big trouble. 

B§~lg-~pgl~~ Senior White House advisers--Gergen in 

farticular--are sorely disappointed at the topics Beagan has 

chosen for his Saturday afternoon radio shows. [Whisper?] 

~hite Bouse aides tried to talk Reagan into talking about 

arms control this Saturday to ease fears of nuclear war. 

fut Reagan 9 in his own stubborn way, has decided to talk 

acout ''private- sector initiatives''--a subject that bores 

everyone in the nation except Reagan. Aides did not want 

Eeagan to talk about student loans last week, either, but 

he insisted. 

(END) 
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!~111Qn=1a!_££g~11~ The proposal outlined oy Reagan in his 

speech to the National Catholic Educational Association 

contained no surprises. Neeil~ss to say, he found an 

enthusiastic audience for his speech. 

~rrl1=~~~1~£[_~t~k~~1~~ At the start of his remarks, about 

two dozen wonen teachers in the McCor~ick Place auditorium 

stood up ani began singing to show their opposition to 

Reagan's budget cuts, his policy in Central America, ani 

the ''acceleration of the arns race." The women, nostly 

nuns in civilian dress, held violet ribbons above their 

h d d ~t 1 ~ f · ''The Lord , ea s, an ar er a~ nu~e or so o s1ng1ng, _ 

hears the cry of the poor, blessed be the Lordr'' stood 

quietly througho u t the rest of his speech. Reagan 

successfully ignored the protesters, but he was prepared 

with a speech insert that was not in his prepare~ text 

(which covered only the subject of education). 

Said Reagan: ''Before I begin talking about some of the 

things that I thinK are of i~~ediate concern to you in this 

Kind of meeting, couli I just say to those who obviously 

a nd very sincerely are ~otivated by a deep iesire for peace 

4 the world that I share that desire. And whatever ~e're 

doing in Washington today in this regari is ai~e1 a t one 

(MO RE) 
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pur pose ani one only--to nak~ war i~possible and never again 

have to bleei a generation of young A~ericans on the 

battlefieli." 

li~~gg~~ Aboard Air Force One on the return flight to 

~ashington, Reagan nade a rare appearance in the back of 

the plane to tal[ to r~porters. ~hen asked whether he had 

intended in his Wednesiay Rose Garien press conference to 

signal his approval of a 4 percent surtax--as reported in 

the Washington Post and NY Tines--Reagan saii: ''No. I was 

just saying that this discussion process--I want it to go 

forward ani keep going •••• r wasn~t picking on any specific 

[proposal] in there .•• No, no broad signal there." Larry 

Speakes also stressed that Reagan never intended to 

indicate acceptance of the s1rtax proposal. R~agan has not 

ruled it out, either, but ~y guess is that in the end he 

won't support a surtax. It conflicts too harshly with his 

supply-side views. 

[!Q~~~ The President's reason for corning to the back of 

the plane was to make sure that reporters iii not interpret 

as a gaffe his claim that employment increased by 525,0~~ 

between February and March. Reagan made the claim during a 

visit earlier in the day to an Bth-graie civics class at 

St. Peter's Catholic 3chool in Geneva, Ill., a Chicago 

suburb. On the plane, Reagan offered a long, convoluted 

explanation to support bis claim. He sai1 the increase was 

a statistical aberration iocu~entei by the Bureau of Labor 

Statistics. ''This is absolutely true and from their own 

(MORE) 
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f igures provided to Tie 11 a n~mo, said Heagan, feeling 

compellea to cite the source of his infornation. 

~~rg~~-!i~~~~-1h~-~Q~1~ David Gergen, whose reputation for 

tardiness is legend, was scheiuled to acco~pany th2 

President on the trip to Chicago. ~ergen, however 7 was slow 

getting from his office to the helicopter on the 3outh Lawn 

after Reagan boarded it this norn1ng to fly to Andrews ~FB. 

As Gergen went dashing for t~e chopper, it lifted off 

without hiTI. Time, and Ronali Reagan, wait for no Tian. 

(END) 
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*Officials hope a temporary ''lack of clear-cut 

leadershii'' in tbe Kremlin will allow President Reagan to . 
, 

retain the UFper hand in the propaganda war over nuclear 

~eapons, at least until he returns from Europe. 

*Reagan hopes a budget compromise with Congress--expected 

·;;-tt·bin· 10 days to 2 · weeks--wi11 · to be ''the co-nfide·n-ce-­

building event'' that brings down interest rates. 

, ~ Reagan ~ay place a personal call to Margaret Thatcher or 

tbe ires1dent cf Argentina before Monday. The British have 

scme gcod ideas for action--short of a direct confrontation--

- wben tbeir fleet arrives in the South Atlantic. 

~ Meese defended Jim Baker in the current flap with Haig. 

E~ ~ays he knows for certain that Baker was not the source 

of the New York Times story about Baig's refusal to fly in 

a plane without windows. 

~£!~!§~~~~-Meese views chances for a settlement in the 

Falklands as ''a long-shot." Be says the situation is both 

''exceedingly complex'' and ''almost nonsensical." The 

Argintine invasion ~as motivated entirely by domestic 

~clitics. ''Oil bad nothing to do with it," says Meese. 

Meese says next week he might disclose ''some interesting 

things'' the ]ritish ~ight do when the fleet arrives. ''It's 

(MORE) 
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net a foregone conclusion that the minute they arrive on 

the scene they will engage in naval combat or land the 

royal rrarines. '' 

Reagan's role bas been to send messages to both sides and 

discuss the matter two or three times a day with Haig. 

''It's possible that before your ~agazine comes out there 

may te one or more phone calls," Meese said. News of U.S. 

intelligence activity aiding Britain had a ''very negative . 

influence'' on the negotiations. 

~9!g:~§~Er~_~his incident delights Meese. Laughing, he 

descrices it as ''the Great Airplane Caper." He quickly 

adds: "As the story goes, I was in Philadelphia." He 

laughs harder. ''I was glad to be in Philadelphia." Ee 

adds: ''I take no credit for it. This was all baloney-­

people ought not to engage in that sort of thing." 

''I can guarantee that the story in the Times today about 

. Jim Eaker leaking this ••• was absolutely untrue." 

£~~g~j~_''we'll know within the next 10 days to two weeks 

wbetber any accord will be reached," says Meese. ''As you 

know, these things have a way of taking longer than you 

anticii:a te. '' 

~eese seerr.s more certain than other aides that Reagan will 

endorse the coffipromise. ''If there's any question mark in 

cur rrinds right now it's whether O'Neill will endorse it," 

he scys. ''I don't think there has ever been a question 

that the Fresident will be reasonable." (I get the 

irrpression that the White House is sounding more 

(MORE) 
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ccnciliatcry in order to draw O'Neill deeper into talks.) 

Cn taxes, ~eese says the President bas always maintained 

that be would consider anything that does not ''hurt the 

essentials cf the tax reduction program." Meese adds: 

''That's a ~retty limited area. There were a lot of things 

in the tax bill that he said were fair game." 

~bite Beuse officials currently are saying that the 

' ' 1 , , PresideLt will acce~t a ba anced package. Meese says 

that ''balanced'' ~eans that ''everybody gives a little 

bit." He declined to discuss the . ''ingredients'' in the 

talance because the talks are at a ''delicate'' stage. 

ffQ~QGi~_Meese agrees with Treasury Secretary Regan that 

the eccnoKy is currently ''dead in the water." The lack of 

a budget compromise is keeping it that way, Meese says. 

''Wbat you need is something--a signal, a phychological 

incentive to get on with the future reduction of interest 

. rates," be says. A budget compromise ''should be the 

ccnfidence building event." It will be aided by a 10 

tercent tax cut this summer. 

~~f1E£r~_Meese says that Reagan has the upper hand in the 

~ro~aganda war .with the Soviets because he ''reacted in an 

~npredictable fashion'' by proposing the ''zero option," 

calling fer talks and calling on Brezhnev to speak at the 

tnited haticns. Ee says it is possible that the Soviets 

will not respond before Reagan goes to Europe, thus making 

the trip easier for him. ''You also have a possibility that 

e lack of clear-cut leadership in the Kremlin right now may 

(MORE) 
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be delaying their response," be says. 

Meese acknowledges there is some concern among White 

Ecuse eides that Fresident is being ''over-booked'' for bis 

Iuroi;e trip. 

(ENL) 
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JYd&fl~ Tbe President is stepping up the pressure on 

Speaker O' Neil to come to terms on a budget comprorr:ise. 

After meeting for over an hour this morning with Senate and 

Reuse Reputlican leaders, Reaga n telepbonPd O'Neil to 

' ' e 1. p re s s b 1 s h op e th a t the ( o u d get l t a 1 k s w o u 1 d c o rn e t o a 

successful conclusion~-' David Gergen said. Beagan told the 

Eepullican leaders t hat he ~s ~illing '~ t o go the extra 

rr:ile" to reach 2n agreement with O'i!eil. In calling upon 

C'Neil to agree on a compromise , the President was see kin g 

to portray himself as fle xibl e , c onciliatory and eager for 

a bipartisan solution to the budget. The converse of 

Eeagan's . approacb is that O'Neil is the stubborn onep not 

the President. 

From all indications, however, Reagan has not yet bud ged 

an inch from bis original proposal. Ee was careful today 

not to rnake any commitments to the Republican leaders or to 

C'Neil. If the budget negotiations collapse, or if Reagan 

does not like tbe outcome of the talks, be now is i n a 

tetter position t o blame the Democrats , i n !e vie.; of 

\ hite House strategists. Despite Howar d Baker's p~ sonal 

t l e~ tha t Ee agan me~ t with c'Neil in th e n~~ t 48 hn ur s t 

settle on a "bu d ~e t , t he Pr esid e n t di d not nro. ose a meet in~ 
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~y~gfl~ Meese says there is only a ''50-50 chance'~ that a 

compromise will be reached, but he seems more optimistic 

that something will be worked out. Will Beagan accent a 

deal negotiated by by Jim Eaker? ''I think he's goin g to 

say yes to anything that~s halfway reasonable.·~ 

White Bouse strawegists believe they are in a good 

IOSition to cargain. '~There is considerable pre ssure on 

the Iemocrats to cooperate 9 '' Meese says with a smu g grin . 

' ' We've already indicated QYI desire to cooperate." 

Speaker O'Neil is under very heavy pressure fro~ 

Eepresentatives Jim Jones and Dan Rostenkowski to ~ake a 

deal with Beagan 9 says Meese. Jones and Rostenkowski 

·~don't think the public is going to buy playing politics 

en this." The House rernocratic negotiators have never 

~ushed for eliminating the third year of the tax cut; 

C'Neil is alone in calling for eliminating it. says Meese. 

He believes a compromise would contain the s e elements: A 

su rta x in exchange for limits on enti+lement COLA 

in creases, and defense cuts of around 20 billion over t~e 

next three years. (Of the 20 billion in defens e cuts Meese 

s a y c; s ' •r l a t ' s t e e n o ·'l t he t a b 1 e. f o r a } o r. g t i ;TJ e • ' ' F e 

su ~g es t s that a e 1 rn'ght enc rr pa-s m re t ~ a n or e f' sc a l 

(M ORE ) 
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year i order to demonstrat e to Wall Street that deficits 

will decline after 1983 and create ''stability ••• and a 

degree of certainty over a three-year period." 

§~r~~z~ How would Beagan be persuaded to violate his 

supply-side logic and accept a surta x? ''In order for the 

supply-side logic to work , you have to get those interest 

rates dovn so you can have the econorric recovery •••• A 

surtax would not be counterproductive to the econo~ic 

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

rrcdest in effect." 

~g2g9~_§2_nggg~1£1Qr~ Meese recalls sitting beside F.eagan 

~hen he negotiated welfare reform in California. '~we sat 

from e in the morning until midnight negotiating .••• Ee 

understands tactics and techniques .••• Ee understands that 

there are critical times to make particular moves ••• His 

rrove yesterday was very well timed because it put the heat 

en the De~ocrats to be reasonable ••• just at the time when 

that pressure would do the ~ost good. Rad he said it a week 

ago, it wouldn't have nearly the impact it had yest 0 rday. 

Be bas a good sense of timing." 

!91~1s~g~~ Meese believes a diplo~atic solution is still 

~ithin reach. ''As long as t hey're talking, there's still 

bope ••• If there's any excuse not to engage in hostilities, 

I think both countries might want to do that.'' 

Iritisb Foreign Secretary Pym is coming to Washington, 

instead of Secretary of State Haig returning to London, 

tecause Baig's carrying Argentina~s latest peace proposal 

( f"1 0RE) 
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to fritain would make it ' appear that it was Britain that 

bad rejected it. Whereas, Pym coming here kinda puts it in 

a neutral ~ode. And in actuality, the country that is more 

at fault here is really Argentina." 

If a war 'breaks 9 the U.S. viould side with Eritaint says 

~eese, but we would not get involved militarily, because 

Eritain wouldn't ask us to. 

~b§_§91J9n~ Tbe U.S. would be badly outnumbered in any CAS 

vote to invo~e the Rio Treaty against ]ritain. ''There is a 

sense of solidarity [among Latin American nations] that 

would probably be there .•. Our best reading is that they 

[Latin Americans] would ••• have common cause dith Argentina 

. t t' i:; • d ,, aga1ns ne £Uropean inva .er. 

~g~§fbgm_~ggin~ Does Begin have the U.S . over a barrel 

until the Sinai is returned to Egypt? ''Actually 9 I think 

we have him over a barrel. Be is personally committed to 

the Camp David accords as a lawyer~'' says Meese, asking 

that we not attribute his comments to the White Rouse. It 

is too early to tell whether Israel's bombing raids into 

Ie~anon are a serious infraction. 

Carter did not check in advance with the White Rouse about 

bis planned trip t o the Middle Fast. ' 'I find it hard to 

find any value in P' Carter's trip, says Meese, noting that 

lgyptian President Mubarak is far different from Anwar 

Sadat, and that Carter a~d Eegin never got along, anyway. 

~EJ~ Meese disavows credit for the recent sackin g of the 

(MORE) 
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~atio n al Rifle Association's chief Washington lobbyist, who 

had opposed Meese's plan for abolishing the Pureau of 

Alcobol 9 Tobacco and Firear~s. ''Like most things, I got 

credit that certainly wasn't due me . . • I had nothin g to do 

with it." Despite growing o~position from t h e NBA and 

co nservatives in the Senate, Meese is pressing ahead with 

tbe administratio~'s plan to reo r ganize BAT)'s enforcement 

responsibilities under the Secret Service. Firing of th e 

~BA lobbyist may have encouraged Meese to continue his 

fight. A few weeks ago he a ppeared ready to g ive uu until 

next year on abolishin g EATF. 

(END) 
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* t~~~!~-I~~l~_Fresident Beagan will ~ake a statement 

· tefcre 'the end of the week--perhars on his Saturday radio 

stow--about the Israeli borrbing raids. The raids are not 

being vie~ed too seriously et the White Eouse. 

* ~~~gg}_b~g£1i~11~~~~-The Fresident wants to cap COLAS on 

entitlerrent programs, but he won't do it if it costs hi~ 

the third year of his tax cut. This subject also may be 

discussed cn the Saturday radio show. 

* I§1~!§TI~~~-~he situation is '''drifting toward 

conflict.'' 

this week have been small, the White Eouse recognizes that 

this idea is ''taking hold in reople's ~inds and 

ttinkirf·'' Ee says, ''We're taking it fc.irly seri0usly.'' 

* ~rg!~~g!~_Tbe President suspects that Brezhnev's last 

statrre~t calling fer a summit in Switzerland or Finland ~as 

written ty others and did not come from hirr personally. 

h ~ Eggr1g_L!kf_~~~-The CBS show Wednesday night put Gergen 

irtc a panic. Ee sreLt most of the afternoon talking to 

CIS, de~anding tirre for rebuttal. As a reuslt, he kept me 

~ aiting a recor~ twc ant ·one-half hours for my appointment. 

!DC~~!_Gergen, who claims to have talket to Bill Casey 

tbree ti~es abc~t the In~an resignation, says he picked up 

(MOP.E) 
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Le hiLt that Inman is le2ving in disgust. 1~ says the 

resi&naticL ~es received en ~arch 22, but the White Eouse 

sat en it while lookinr for a successor. ~hey released it 

lednescay tecause it tegan to leak out. The White Eouse ~as 

anxicus tc fint 2 successor because Inman's de;arture is 

exrected tc rekiDdle anti-Casey sentiment in Ccr,gress. 

Gergen · thinks Inman's presence at the CIA Kas responsible 

fer saving Casey last year after the flap over Max Bugel. 

Ef11!~~~-Gergen cannot confir~ that Mike Ieaver tried to 

[.Et Ea Pollins fired, but he says be ''sure wouldn't be 

strrrised'' if it .harrened. (Deaver flatly denies it--so we 

tetter not use it as a Whisper unless we can get it 

confirriea elsewhere.) Earlier, says Gergen, Deaver 

~erscnally repri~anded Rollins for bis cc~rients about 

~aureer Fe6gan. Ieaver ~as upset then. Ji~ Baker told 

lcllins tc te more careful when he's talking to reporters. 

!ut Gergen insists _that Republicans in Congress were not 

tee UFSEt ty Eollins' remarks. (Some cynical White Bouse 

reporters tbink that Feagan and Eollins may even be dcing a 

''geed cor, bad cof'' routine on this issue. 

~rf~~~~!~_~here have been no rrivate communications 

tetweer Erezbnev and Eeagan about a summit ~eetinf, even 

thcu€h tbe two men h2ve exchanged propcs2ls in the press. 

Ee2g2n sus;ects that Prezhn~v's last propcsel was written 

ty scrrecne else. (~his last statesent fro~ the Kre~lin 

s~rrriset t be ~hite Ecuse· because they tto~ght B rezh~ev was 

sick. J~st l~st week, r eese was s2yinf that a~~inistraticr 

(~OP~) 
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cff iciels ~Ere tc;in£ tc keep the Xre~lin en· the ~efensive 

c~ring tte curre~t struggle fer power in Moscow.)_Fostow 

t2s ;ro~iSEd ttat Fe2ean ~ill have a proposal for S!ABT 

str~tE€i ~itbin 10 days. 

IE1~1§~Q2~_fltbough he tescribed the situation as 

''criftine toward a conflict," he did not entirely rule 

cut te ·rossitility of a negotiated settlement. Gergen said 

the ~resident and ieorle at the White Eouse ~ere very 

ccncernea about a new round of stories of anti-Haig 

senti~ent ~ithin tbe a~~inistration. They feared these 

stcries ~culd burt Haig's negotiations, and quickly sought 

to squelch therr. If fighting starts, there's no question 

that Reagan ~ill support the British. To Argentine and 

latir A~erica, ''we'll just have to say we're sorry." 

~~~€§}_f~gQ}~~~iQ~~~-Three 8onths ago, Gergen says, he 

~c~lc have rredicted the chances of Reagan accepti~g a 

surtax were ''none er close to ncne. '' ~ow the chances ere 

,, 1 ,, l . , -reascnat e, as ong as it s coupled ~itb a cap en 

CCLi~. Even though the President tas pulle~ the rug o~t 

frc~ under Jim Eaker before, Gergen feels confident that 

Feagan will SUJFCrt whatever Eaker negotiates. Ee says ·the 

Fresident has leen ''rather fullsome'' in his expression of 

su~;ort for Baker's efforts. Yet Gerfen edas that Reagan is 

fre;erea to fi~ht if no conproris~ is reached. On. COIAS, 

Gergen says the adrrinistration ~ould ~e haFPY tc agree to 

;cst1cre e~y cha~ge in Stciel Security until ~ext yeer. 

t1~~1§_I§~!~_Gergen dis~issed the Israeli bonbing raids as 

(MC:RE) 
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In the triefing followin g the colla pse of the budget 

ne goti2tions , Baker was vague about where the White Eouse 

intends to go from here. ]ut he lef t a fe w hints: 

It appears that the broad dollar figures proposed by 

Eeagan in the meeting with Speaker O'Neil will serve as a 

tench ~ ark for the budget tbet the White Rouse no w will try 

to get enacted. Bea gan , said Baker~ ''indicated his 

willingness'- to accept 122 billion dollars in tax 

increases over three ye ars (FY 'E3-'E5). That co~pares to 

1E billion in tax hikes proposed over three years in 

~eagan's February bud get. Be also offered to go along with 

28 tillion in defense cuts (over three years) below the 

levels pr oposed in his February budget. 

Eaker did not rule out the possibility that the ~resident 

\dll continue to support his February pro posal, cu , .' 1e 

tha t seems ve r y unlikle y now that the White Fouse has made 

ru ·blic the scope of the chan ges Rea gan was , _l in 5 to 

accept to make a deal with the Democ r ats. 

It is irrporta ~ t to realize, though , that ~ ea g an never 

of fered the Ie mocrats any specifics as to ho~ t he new 

tud?et fi gures would be achieved. For exampl e nev 

a greed t o a surt ax, a nd Eaker s a i d t~at idea e 

( ' " '.:!' v H • I 
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cem e u~ Wednesday, that the discussions were not that 

specific, because Eeagan and O'Neil ~ere not able to agree 

en the broad dollar figures. (At the White House, however, 

there ~ere rumors that Beagan suggested deferring the third 

year of the tax cut for S0 days and spreading it out over c 

year with two 5-percent cuts instead of a single 10 percent 

cut.) Nor was there any detailed discussion of an oil­

i~port fee, gasoiine tax or other revenue measures and 

tudget cuts that have been under consideration in recent 

weeks~ The President has kept open all of his options 

regarding how he will attempt to achieve the levels of tax 

hikes and tudget cuts that he proposed to O'Neii. 

I doubt that Beagan will propose a new budget in any 

specificity until Eaker has bad lengthy discussions with 

the Bouse toll weevils. The administration's new budget 

Irobably will be tailored to win their support. In the 

briefing, Eaker said it was too earl~ to say whether tbe 

~hite House will try to work a deal again with the boll 

weevils, but I don't see what other options Reagan has. It 

is possible that the White House will try a replay of last . 

year--first push the ad~inistration's budget p l ari through 

the Senate, then work with the boll weevils to get it 

through the Fouse. 

(END) 
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* In tte Falklands, ''the situation does look a bit 

grirr•'' If the British succeed in landing on the island, 

tbere will be ''one hell of a fight." 

* Tbe Soviets have . ' 'an intense desire'' for a su~mit witb 

Feagan this year, but U.S. officials think Erezhnev might 

be forced to send a substitute--perhaps Tikhonov. 

* In Foland, ''I'd guess martial law would be around for 

quite a wbile. '' The rrilitary is beginning to enjoy power. 

E§!~!§D~~~-Tbe Falklands crisis is . ''much more serious 

ttan originally expected'' and appears to be . ''heading for 

a P! cre general conflict." 

As late as last week, the U.S. expected Argentina to 

~itbdraw. Thus the U.S. asked the British to delay the 

fleet for thr~~ or four days. This is why the British fleet 

slewed to half speed. 

Yet when the British set a deadline for a blockade, the 

U.S. did not try to talk them cut of it. 

In tbe event of war, the United States will ask them to 

disergage, ask Argentina to withdraw and propose a systerr 

cf ccrr:tined authority en the islands. 

Ee ~as vague en the Question of whether the British 

assault rray already be underway. Asked if be knew whether 

(MORE) 
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ary Eritish trccFS are already are on the island, he said: 

''I dc n 't bave firm information tbat they are not there." 

~be Eritisb have never misinterpreted the so-called 

,, i· ,, '' ~ k neutra ity of the U.S. I thin the British understand 

exactly ~bat we're doing," he said. 

~QY1~!2~_Ee says the Soviet leadership is currently in 

''co~sideracle disarray." Brezhnev is very sick, but no 

obvious successor has emerged. There is evidence of 

''sucstantial maneuvering in the Kremlin.'' 

Ee expects a summit before the end of the year, even if 

tbe Soviets are forced to send a substitute for Brezhnev. 

§!~~~~-Bailey had the usual praise f~r Bill Clark. Yet he 

added that Clark sometimes disagrees with Haig, ~einberger, 

]rock and Ealdridge. Their disagreements involve policy, 

net turf or personalities. Asked if Clark bas any fla~s, he 

replied: ''Be's ~uch too nice." 

(END) 
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~ ?reside~t Feagan will propose a balanced budget 

amend ~ent in his speec~ on Thursday nigtt. ''We've tried a 

carrot, ~ow we'll try ·a stick,,, says Gergen. 

; Reagen will begin ~eeting witb congressional leaders 

?riday in an effort to put together a Gramm-Latta style 

co~prcmise--but not just with the Boll Weevils. 

* The White Ecuse thi~ks that Representative Ji~ Jones and 

ether leading temocrats might get involved in the new 

cbmpro~ise. Reagan called Jones on Thursday to thank him 

fer his ''good faith'' contribution to tbe failed talks. 

* T~e President is planning several ''people oriented'' 

trips to rally tbe nation behind him. ''Without a 

compromise, we are in a better position to be on tbe 

o:fensive," says Gergen. 

~ Ji~ ]aker fears h~ will be blamed by the right-wingers 

for convin9ing Reagan to go along with tax increases. This 

is why be took Ed Meese to Capitol Hill on Yednesday--to 

help deflect criticism. 

QQ~~1i1~liQD§1_~m~n~o~n1~_Wbat Reagan will endorse is the 

tala~ced budget a~endrnent proposal now before the Congress. 

Ttis helps to ~ake hi~ look more serious about bringing 

dowL the deficits. 

~Q:EIQE!§~~- W~at Reaga~ will try to put togeth~r is a 

(~ORE) 



tu dget res~lution tied co~ gressional action raising the 

debt ceiling in late May. Be will tegin by meeting with GCP 

l eaders on ?riday and the Senate Budget Committee 

Republicans en Monday. Gergen expects the eventual 

co~pro rn ise to te in the same range as what the Presdient 

o ~fered to accept on Wedesday--minus any changes in Social 

S~curi ti er third year of the tax cut. 

I n adtition to Jones, there are a few other leading 

I e:n o .~rats that President hopes to draw into this 

co!'l"prornise. In the failed negotiations, says Gergen, ' ' s orre 

1ernocrats seern.ed more willing to compromise than others.'' 

Ee said there were some holdouts who always kept raising 

t t e a n t i. ' 'They rn ad. e i t s e e rn 1 i k e a rn i rage , ' ' he s a id • 

No one at the White Rouse knows how much GOP support 

there will be ~or a compromise. The Gypsy Moths may pose a 

:problem. 

Tri~2~ The President's trips will be designed to ''rally_ 

" t , , L.e c oun ry. Because the Democrats rejected the 

~o~promise, he says, ''It gives us more of a rallying cry 

~or the ~aithful." 

Tbe Preside~t will ba rnrner away at the ''bankrupt ideas of 

the liberal Democrats.'' But he will not emphasize partisan 

politics too much because that would tend to drive the 

'' 1 1 D e~ocrats together. Peep e ook upon it as a bipartisan 

, , G problem, says ergen. ''The economy is a tar baby to 

~ bich the De~ocrats are also attached. The Democrats also 

~ ear respo~sibility fer the future of the economy. They 

(MORE) 
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~efuse1 tc go alonf with our program." 

The Ie~ ocrats. Most of the discussion at Wednesday's ----------- ----
sum~it meeti ng was about spending--not revenue. Reagan and 

O'Neill argued vigorously en behalf of the poor and 

fa irness. C' Neill seemed afraid that he was going to ''get 

t rapped into pulling Ronald Re~gan's fat out of the fire.'' 

P.eagan was ''damn disappointed'' that this meeting 

produced no co~promise. 

9ergen expects the De~ocratic leadership to capitalize on 

the fair~ess issue from now on. Although the negotiators 

co nside red a bipartisan cap on Social Security, both .sides 

careful~y maintained their ''deniability'' of any intention 

to . deprive old people of benefits. 

_ R1sh!_~1ng~_''Bells are ringing on the su~ply side'' as a 

result cf the President's expressed willingness to accept 

~ew tax increases. Gergen says the supply siders are saying 

that Eaker · ''talked him into it." 

(END) 
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~~~i&l _ ~~I§l~jY~ Meese says the message Reagan will try to 

drive borne in the weeks ahead is this: The nation's main 

r.roblem is ''tbe old-style way of doing things as 

represented by the liberal Bouse leadership." While 

Speaker O'Neil personifies this leadership, Reagan will try 

to 6vojd personal attacks on the speaker. Beagan ''won ' t be 

rartisan in a strident sense • •• []ut] be will assess 

appropriate blame." (The official White House line is that 

Eeagan will seek support from Republicans and '~responsible 

Iemocrats''--an effort to wean a~ay conservative and 

rroderate Iemocrats from the liberal leadersh i p.) Meese 

2dds . ' ' I think you'll find [the Presj.dent wagin g] a 

vigorous campaign. He will be taking bis case to the people 

through a variety of media.'' 

~eese sees a silver lining in the collapse of the 

negotiations: Republicans are more united now than they 

have been since last yea!-. [Whisper?] Meese believes the 

Iresident ~ ill have little problem getting his way in the 

Senate, end even House Republicans are now pulling 

t ogether. 

~ ill the White Bouse try to get a budget through the 

SE na te first and t heP wo rk on the boll weevils in the 

( .' CRE) 
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r.ouse? ''Tbat~s a reasonable possiblity, or some variation 

cf that.'' Meese notes that the ''main thing that attracts 

the boll weevils is keeping the deficit down.'' With Hou se 

Eeputlicans pretty much in line behind the Wh ite House, the 

rext step is ''to try to pick off Democrats one by one ." 

lut be offered no specifics on how Reagan might woo 

Iemocrats. Be describes the bill to raise the debt ceiling, 

necessary ty late May, as an ''action-forcing event," but 

it may or rray not be the vehicle to get a budget passed. 

B]_!5~_Ti~~ Meese says the Wed nesday meeting on Capitol 

fill was spirited but not nasty. ''It never got bitter or 

acrimonious but jt got strong ••• You bad two people coming 

frorr t otally different perspectives'' on the role of 

government and its prerogatives to tax and spend. Meese 

describes Reagan as a cons umate negotiator wh ile O'Neil is 

rrore accusto~ed to ''bac)roorn political activity." C'Neil 

\as ill 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 

aasterfd tbe subject." Others at the White Ho use also are 

@l oating over the fact that once the discussion of numbers 

~tarted, C'Neil had to rely on Rules Committee Chairman 

lolling to do the talking, while Rea~an was able to discuss 

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

that Reagan offered to delay the '83 tax cut for 90 days. 

f§!~1§D~~~ Meese had little new to offer. ''The prospects 

don't look very good." 1he ~hite House is not worried that 

( MORB ) 
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t he ~ar might widen to involve the Soviets in some way. 

trial is tbe reason the administration has delayed taking 

an official rositio~ on abolishing insanity as a defense 

Ilea. ~eese, of course, believes insanity should be 

abolished as a defense for which a suspect such as Hinckley 

could be a~quitted. It is otvious that the administration 

would be in an embarrassing spot espousing this view while 

the Einckley trial is going on. 

~hg_rYD~-~[f!lf§~ Meese reports that the President 

definitely will not attend the Monday receptionp although 

be clai~s that ''we tried very hard'' to get Beagan to go. 

~eese suggests that Mike Ieaver might be available to 

receive Reagan-s award. (Meese joked that since Tip O'Neil 

else is a~ong the top 10, perhaps the speaker should accept 

1eagan's award for him.) 

(END) 
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Jy~ggj~ To drum up -support for the administration's 

budget, the President will bit the road and give speeches 

in a few different cities in the weeHs ahead. But because 

of a· very tight May schedule, his travel probably will be 

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 ttip 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 :European trip will cut into Reagan's time. ·The White 

Eouse had hoped to have a budget compromise by now so that 

Beagan would have adequate time to prepare for the nine-day 

cuting to :Europe~) Reagan already is scheduled to speak in 

Knoxville on Saturday; in Chicago and Fureka College early 

in May; and in Los Angeles in May. All of these stops now 

~ill be used to plug the administration's budget. 

sreakes also said that cabinet members probably will be 

~ent to various cities to talk about the budget. The 

cabinet was used effectively in this ·way last year, too. · 

£g11-~~~Y11~~ Speakes says the House boll weevils again 

~ill be the tattleground. In the Senate, he says, 

''romenici is on board and · Dole will be on board soon. 

(MORE) 
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~e're not that far apart with the Senate." The . outlines of 

a budget could be worked out in the Senate ]udget Committee 

in the next two weeks. · The White House folks w·ill be 

"eeting with romenici 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 hieh deficits but they 

also don't like revenue raisers that hit on the energy 

field." This tends ta rule out an oil-import fee and a 

gasoline tax. Speakes does not believe the surtax proposal 

vill survive, either. There was never much enthusiasm for 

the surtax even among the Democrats, says Speakes, because 

it wouldn't raise much revenue. 

!hs._rg9~x~rx~ There is widespread agreement within the 

administration that the failure to reach a budget 

compromise means the recovery ''will not be as rapid and 

not as sustained." 

!h~_mgs.l1~£~ Speakes says Reagan was in a ''feisty'' mood 

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

Jim Iaker, David Stockman and ''even the ' Iemocrats'' were 

impressed at the President's grasp · of the budget. Although 

Speakes was not present during the meeting, he complained 

that O'Neil and other "Democrats s ''give you the feeling 

that they really don't want the economy to succeed." 

Speakes has never liked O'Neil and complains that he has 

little ~espect for the Presidency, ·regardless of who holds 

the office. 

(MORE) 
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£~1~1~~g~~ Once the shooting starts, says Speakes, ''we'll ' 

tilt pretty hard toward the British.~.our public words will 

be · very much for the British.'' 

~g§~g~ Speakes ·joked· about the · fact that Ed Meese rated 

higher than · Jim Eaker in our survey of who runs America. 

Then he went into a long discussion . of how little influence 

~eese now has. ''I'm surprised that he's fallen so fast." 

~eese's position has been reduced to ''counselor without 

~ortfolio." Speakes seems to overlook the fact that Meese 

still has influence with the President, if not with the 

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

(END) 
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*Beginning next week, the President will try · to work ouf 

a Grarrrr-Latta style cc~prcmise budget resolution with the 

Reputlican leadership and a few ''responsible''. De~ocrats. 

* Tbe Fresident does not intend to endorse any budget 

~rorcsal until he's held these talks. However, he realizes 

tbat tbe ultimate com~rornise ''will not be his budget." 

*Although the President ~as willing to . consider a 

bipartisan three-month delay in - social Security cost of 

living raises and the third year of the tax cut, these 

ideas are no longer possible. 
' * Tbe Fresident will take a ''visable role'' in seeking 

JUblic surrcrt for his efforts, beginning with Thursday 

night's sreech. 

-~QITPr.Qrrj~g£_Eaker said the President's· televi~ion speech 

bas t~c r~rroses: (1) to demonstrate to the American peorle 

''that he did go ~ore than half way'' in his efforts to 

seek a ccrrrrcmise and (2) to encourage citizens to support 

his continued efforts to get a budget from Congress. 

'Ialks with the remocratic leadership broke down because of 

''funda~ental ideological differences'' between Reagan and 

. tbe Ierrccrats. '''Ibe President wants reduced S}:endinF" an6. 

O:; ·,! ...... 
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says Baker. 

The ~hite Bouse sought a corrprorrise with the Democratic 

leadershiF because there was not initially enough support 

fer a Grarrrn-Latta style compromise. Now that the 

pcssicilitJ of a full bipartisan compromise has been 

elirrinated, there way be rrore support for a Grarrm-Latta 

type bvdget among conservative De~ocrats. ''We didn't have 

the rolitial strength ~ithout . doing this--going through this 

Irocess, '' says Baker. 
. \ 

Iven though the ~resident indicated a willinigness to give 

in on several controversial issues on Wednesday, this is 

net ''the benchmark from which we will proceed." Reagan 

will net accept changes in Social Security or the third 

year of the tax cut--even though he indicated on Wednesday 

tbat he wculd accert such a trade~off as part of a 

bipartisan compro~ise. 

fffE£~~~- ''Tbere will still be an economic recovery," 

says Baker. ''The strength and duration of it is dependent 

on Congress ~assing a budget." Tbe White Eouse is holding 

to its earlier prediction that the . ''first signs'' of 

recovery will te seen in the second quarter, followed by an 

urturn later in the year. 

_r9l111f~i_]aker acknowledged the political liabilities 

inherent in the current situation. But he added, ''any 

chief executive in an election year is going to oe in that 

·rcsiticn." 

~~§l1ne~_(Qg_}§£k!QYD~)_Eaker says that the President 
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wanted to limit Wednesday's meeting to three people~-Reegan, 

Ecward Esker and C'Neil1. But C'Neill insisted on bringing 

Felling and Wright, forcing Reagan to bring ~aker and 

~eese. After the ~eeting began, O'Neill insisted on 

trinii~g in one of his aides. So Reagan resronded by 

calling in his aides. Thus the meeting got pretty big. 

T~ig~~-Arrong the tax increases that the President was 

~illin~ tc accept were a mininum tax on corporations, a 

mini~urr tax on individuals and a surtax on upper income 

people. 

lhJ1§~l°Jg_g_j,!1_.!bf_fi!J£l_~Q!'.~.:2bfg.1~Y~f~-~X-1f!g~]Y!lg~!-

2ggg!!§l£I~i-£l~~-§-~h!'.QDQ1QgI_Qf_!l;!g_rrggg.1i§!!Qg~£l 

(END) 
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l ) =:c~eline I:;eficit ..................... . 

Deficit ?e6uction Me2sures: 

2) t.'. - . ( 2.) . .. c:r.agerilent: .................. . 

3) User fees ....................... · 

·O ? ec5e r c.l pa::z,' . .................... . 

5) Non-defense discretionar~ ......• 

6) Targeted entitlements ...•....... 

7 ) ( a) C OL.Z..s ( b) ••••••••••••••••••••• 

(b) Social Security fund protection: 

( i) 
. ( c) 
Revenue .............• 

(ii) Co;;-.. Inission 
recomi~endations .......• 

8) Defense (not including pay/ 

retirerilent) (o) •••••..••••••••..•• 

9) 

l 0) 

11) 

"r'1 ( e) 
.'-\evenue •••.•.....••........•.. 

Interest (market effect).-. ..... . 

Debt servi·ce savings ........•.•• 

l co; _, u _, l c P. L _ _.,.. '- . 2.9 s 5 

182 216 

11 11 11 

2 2 G 
4 7 

. ro 
3-6 7-11' 'l~-18 

3-6 4-8 5-11 

1-2 5-8 10-16 

3 4 5 

2-2 10-7 10-7 

6-4 11-7 16-12 

25 35 50 

7 15 20 

5 17-18 31-33 

12) Total deficit reduction ........• 72-77 128-133 183-195 

13) ~e;-;;c;i ning - - . . ~ 
ceilCl.L.. ••• ................. 110-105 

(a) Se.:;c:tor nollings· felt these figures are too high 
(b) Senator Do~enici felt more restrc:int is needed 

88-83 50-38 

(c) Modified version of Congress@an Bollings proposal ($4,8,8 billion, 

{ d) 
( e) 

FY 83-85) 
So~e narticiDants felt defen3e savinas ranee too low 
Congr~ssmen ~ollin~ and Rostenkowski-did n;t accept these target 
figures as a ceiling. 

(*) 3u6get Worksheet last on the table as of April 27 Ol:OO o.rn. 
~OTE: . So~e ~articicants still had minor reservations i~ 
~~ - -
2cdition to those noted at (2)-(e). 



CHRONOLOGY OF SELECTED DISCUSSION~/NEOGTIATIONS RE BUDGET 

Th~s is a chronology of major discussions conducted by. 
representatives of the Administration and the Congress in an erzort 
to resolve an apparent stalemate re the FY 83 budget. · 'I'he 
discussions commenced when, on March 19, 1982, the President 
authorized White House Chief of Staff, James A. ·Baker I~I to open 
a line of cormnunication with the Speaker of the House of · 
Representatives, Thomas P. O'Neill, Jr. This was, in part, a 
response to a suggestion advanced by House Minority Republi_can 
Leader, Robert H. Michel. 

[NOTE: In addition to the discussions noted - here below, there · 
were of course many sub-group discussions and informal 
conversations -- as well as i~portant consultations with~n the 
groups representing the respective parties, and between these 
groups and their respective principals and consti~uencies.] 

March 20, 1982. J. A. Baker telephoned and met privately with 
Speaker O'Neill, who suggested that the Democratic House be 
represented in furthe·r discussions by Congressmen Eiolling, 
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 ~ncluded 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 S. A. Baker residence in the evening. 

March 24, 1982. J. A. Baker called House Rul-es Committee 
Chairman Richard Bolling. (Subsequently, Messrs. Baker and 
Darman met privately with Congressman Bolling, as did 011.B 
Director Stockman.) 

March 25, 1982. The following group met at J. A. Baker's 
home. Representing the Administration: Chief of 
Sta££ Baker, Treasury Secretary Regan, OHB Director Stockman, 
and Presidential Assistant Darman. Representing the House of 
Representative~: Chairman Bolling, Chairman Rostenkowski, 
Chairman Jones, Minority Leader Michel, and Minority Whip 
Trent Lott. 

J. A. Baker and Senate Majority Leader Howard Baker consulted 
with each other (as they did throughout the negotiations) and 
determined that the aiscussions with the House showed 
sufficient promise to justify their expansion to include 
representatives of the Senate. 
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March 30, 1981. The following met for breakfast at the 
J. A. Baker residence. Representing the Administration: 
Nessrs. Baker, Regan, Stockman, Darman, and Duberstei~. 
Representing the House of Representatives: Messrs. Bol~ina, 
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 . 

.March 30, 1982. The following met in the evening at 
J. A. Baker's residence. Representing the Administrati.on: 
Mess.rs. Baker, Regan, Stockman, Darman, and D-.iberstein ~ · -
Representing the Senate: Senators Dole, Domenici, Laxalt, 
Long. --

and 

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

It 

Representina 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 

Reoresenting 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~Michel, Minority Leader 
Congressman Dan Rostenkowski, House Ways and Means Cow~ittee 

Chairman 
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The "Group of 17" met on the following occasions: 

Thursday, April 1, 1982: a breakfast meeting at the Vice 
President 1 s resiae1;ce (all 17 raer:ibers present). 

Friday, April 2, 1982: a breakfast meeting at the Vi ce 
President's residence (all members present). 

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

Tuesday, April 6, 1982: a breakfast meeting at Blair .Rous·e '"'" 
(all members present except Senator Hollings and Chairnan 
Rostenkowski). 

Tuesday, April 13, 1982: a morning meeting at Blair House 
(all members present except Senator Hollings and Congressman 
Lott) . 

Tuesday, April 13, 1982: an afternoon meeting in the EOB 
Indian Treaty Room (all members present except Congressman 
Lott) . · 

Sunday, April 18, 1982: an afternoon/evening meeting in the 
White House Roosevelt Room (all me~~ers 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 briefly and privately with 
Senator Hollings.] 

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

Thursday, Apri1 · 22, 1982: an afternoon meeting in the White 
House Family Theatre (all members present) . 

Friday, April 23, 1982: a breakfast meeting in the White 
Hous.e 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 
House Family Theatre (all members present). At this meeting, 
the group 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 Rouse, and the Senate Majority Le~der met in the 
President's Room at the Capitol. 
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April 30, 1982 

FROM: SJF - White House 

TO: LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, S~ , 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 som~ hope that the dispute still might 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 and said that the British had not even sought any 

U.S. help. But he said military equipment would be made 

available to the British if they asked for it but ''only in 

keeping with bilateral treaties." 

Budge~. 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 O'Neill on Wednesday, suggesting 
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that the President intends to roll back on his of fer 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 O'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 thoug~l22 billion 

dollars was too big a tax increase. 

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

to take a jab at Tip O'Neill. Under questioning from the 

Midwesterners, he emphasized that he and O'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 

O'Neill ''tru~y 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 uncompromising President. Thus 

O'Neill 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) 




