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* Chief of Staff James ZEsker is very upset by constant
criticém from the right wing. w1111amson says right-wing
grours fear contritutiorns will dry up if they attack Reagar

.directly, so instead they assign their complaints against
the ¥Fresident to Baker,

* White Fouse officials hold out little or no hope that

Eoward RBeker and Bob Michel will succeed in their renewed
efforts to forge a budget compromise with Speaker C’'Neill.

g

* Despite on-the-record denials, White House officials

’

<till look for a summit with Brezhnev in October.
# Cur cabinet govermment story, say Fuller and Iarman,
**hes done more for cabinet government than anything

v, 2

else, Meese seems determipned to prove the story vwrong.

time Eeagan dces something that upsets the right wing, he
gets the blame. Right now, they are blaming Baker for

ezgan’s offer to increase taxes by 5122 billion.

i

W¥hat tugs Eaker most are the weekly attacks on nim by

[E3}

vers and Novak. The air crackled last night when Novak

m

sprroeched Faker. Faker asked him, “‘How come you didn”t
vrite anvthing bad about me today?’” Novak replied that he

(MCRE)
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éctually admires Baker. This was followed ty a stiff
cilence that caused everybody to feel uncomfortatle.

¥Williamscn says that the Fresident understands what EFaker
is gcing through and provides him with encouragement. Fut
cthers question how long Eaker can hcld out against it. =
to reach Tip C’Neill by telephone to set up another meeting
to discuss @ possible compromise. Raker seems convinced
that C'Neill misjudeed the Fresident’s willinigness to
compromise during their meeting last Wednesday. At the end
.cf that meetirg, 0’Neill said to Baker, ° Howard, I think
we cer talk about this some more.’”

Tut White Fouse officials are skeptical that EFaker’s
efforts will produce anythirg. They think 0“Neill made a
rurely political decision early last week to steer clear. of
-eny compromise with Reagan. Up until that point, the
Temocrats were flexible. Then, suddenly, they became
vpncompromising. |
not expect Brezhrev to come to New York in June. Rut the
Fresidert continues to talk about that invitation in order
to keep his options.open. Reagan’s edvisers are extremely
eafraid of teing dravn into a summit uvnder disadvantage.
feagan also rrefers to emphasize that he is attending the
UN meetirg on disarmament ard F¥rezhmneve is not.

Streakes says the Washington Pest o#erstated the case when
it reported'that planning had begun for a summit in

(MCRE)
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Cctoter. But everyore still is thinking that way.

thirgs more difficult for them in recent weeks ty tfying to
re-esteblish Cabinet government, eapparetnly in response to
ny stery. Svddenly, the White Bouse is scheduling more

Catinet meetinegs.

(END)
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Falklands. Meese seems to agree with the notion that
BEritain and Argentina now are more amenable to a negotiated
settlement because both sides have suffered casualties, but
he would offer no specifics on what Secretary of State Haig
might do toc seize the opportunity. (Meese confessed that he
has been out of town much of the week and is not fully up

to speed on events in the White House.) "“For both sides

war has gotten a lot grimmer...It has lost its romance,””’

he says. — The imvortance of resolving it by means other

than force is clear to everybody.”’’

Meese is not worried that the British navy will suffer
heavy losses if the war escalates, The British, he says,
‘“tadly miscalculated and underestimated”’ Argentina“’s air
rower and thus did not provide air cover for the Sheffield -
destroyer that was lost-~a mistake that the Erits won‘t
repeat.

Budget. There is a possibility that Reagan and the Senate
fudget Committee will reach some agreement on a bu@get by
friday. But Meese says it is also possible that the
Fresident simply will outline to the Budget Committee new
prorosals for a budget that he would support. Although the

wWhite Bouse is talking»to the boll weevils, most of the |

(MCRz )



Fresident’s attention is now focused on the Senate. The
strategy seems to be the same as last year-—get the best
deal possible from the Senate, then work on getting a
similar deal in the House.

produce more problems for Reagan than will the NATC
meeting, says Meese. He cites these potential
disagreements:

* The Falklands. Meese suggests that with the EEC’s
support for Britain diminishing, the U.S. may go to the
summit in June with the added responsibility of defending
Margaret Thatcher against hostile European allies.

* Fast-West relations. The U.S. still will be seeking
Furopean cooperation in trade restrictions against the
Soviets. The Siberian gas pipeline still could be a major
issue. '“We feel that Furopean participation in the
pipeline is not a good idea. Whether we will try to exert
cur leverage to get them to pull out is another matter that
hasn’t been decided [by Reagan] vet.’”

U.S. interest rates. As always, the Europeans and
Canadians can be counted on to blame their economic
rroblems on Washington.

* Qther likely areas of disagreement with the other
industrialized powers include the Law of the Sea Treaty,
steps to reduce trade barriers, and the NATO modernization

rlan.

(MORE)
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STCRY: MFESE

the President all of its recommendations on strategy for
teginning the START talks. Beagan is studying the proposals
tut has made no decisions, such as how the U.S. will count
Soviet warheads, how limits would be verified, etc. Nor has
Feagan reached a decision on a starting date for the
negotiations or a location, two decisions that will have to
te worked out with Moscow, anyway. Meese left the
impression that Reagan is taking his time in ‘preparing for
the talks, despite rumors that the White Bouse wants to
announce a starting date soon to demonstrate the
Fresident’s commitment to nuclear disarmament. Meese,
always the hardliner, also leaves the impression that he is
urging Reagan to 80 slow, regardless of the political
rressures here and in KEurope.

Feagan still hopes to meet Brezhnev at the UN in June. When
rressed, he admits that there is no reason to think
Erezhnev will show up in New York. Meese also stresses that
Feagan has made no decision about an Cctober summit with
Irezhpev in a neutral country. I sense that Meese is not

too hot on this proposal, either.

(END)
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Falklapds. Meese seems to agree with the notion that
Eritain and Argentina now are more amenable to a negotiated
settlement because both sides have suffered casualties, but
he would offer no specifics on what Secretary of State Faig
right do to seize the oppbrtunity. (Meese confessed that he
has been out of fown much of the week and is nct fully up
to speed on events in the White Fouse.) " For toth sides
war has gotten a lot grimmer...It has lost its romance,’’
he says. ' 'The importance of resolving it by means other
than force is clear to everytody.””’

Meese is not worried that the British navy will suffer
heavy losses if the war escalates. The British, he says,
‘“tadly miscalculated and underestimated”’ Argentina’s air
tower and thus did not provide air cover for the Sheffield
destroyer that was lost~-a mistake that the Brits won’t
repeat.
fudget Committee will reach some agreement on a budget by
Friday. But Meese says it is alsc possible that the
President simply will outline to the Budget Committee new
rroposals for a budget that he would support. Although the
White House is talking to the toll weevils, most of the

(MORE)
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Fresident’s attention is now focused on the Senate. The
strategy seems to be the same as last year-—-get the best
deal possible from the Senate, then work on getting a
sirilar deal in the House.

Furopean_summit. The economic summit in Paris is likely to
produce more problems for Reagzan than will the NATC
reeting, says Meese. He cites these rpotential |
disagreements:

* Thé Falklands. Meese suggests that with the EEC” s
support for Britain diminishing, the U.S. may go to the
summit in June with the added responsibility of defending
Margaret Thatcher against hostile Furopean allies.

* Fast-West relations. The U.S. still will be seeking
furopean cooperation in trade restrictions against the
Soviets. The Siberian gas pipeline still could be a major
issue. ‘‘¥We feel that European participation in the
pipeline is not a good idea. Whether we will try to exert
our leverage to get them to pull out is another matter that
hasn’‘t been decided [by Reagan] yet.’’

U.S. interest rates. As always, the Furopeans and
Canadians can be counted on to blame their economic
rroblems on Washington.

* Cther likely areas of disagreement with the other
industrialized powers include the Law of the Sea Treaty,
steps to reduce trade barriers, and the NATOC modernization
plan.
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STUKY: MEESE

the President all of its recommendations on strategy for
beginning the START talks. Reagan is studying the proposals
tut has made no decisions, such as how the U.S. will count
Soviet warheads, how limits would be verified, etc. Nor has
Heagan reached a decision on a starting date for the
negotiations or a location, two decisions that will have to
bte worked out with Moscow, anyway. Meese left the
impression that Reagan is taking his time in preparing for
the talks, despite rumors that the White House wants to
announce a starting date soon to demonstrate the
Fresident’s commitment to nuclear disarmament. Meese,
always the hardliner, also leaves the impression that he is
urging Reagan to go slow, regardless of the political
rressures here and in Europe.

Feagan still hopes io meet Brezhnev at the UN in June. When
rressed, he admits that there is no reason to think
_Irezhnev will show up in New York, Meese also stresses that
Heagan has made no decision about an October summit with
Frezhnev in a neutral country. I sense that Meese is not

too hot on this proposal, either.

(END)
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*.Eeagan’s advisers are enccureged by rclls showirpg that
very few reople are rayinmg attention to the budget
regctiaticns.

* Reagen has decided that he can no longer leave the
sccial issues cn the tack burﬁer.

* The White Eouse has made a concerted effort to reprimand
cabipet officers who speak out in opposition to the
Fresident’s views.

* A Big Three shakeup is exrected at the end of 1882.

* Right wing groups attack James Baker because they " ‘are
nct accustcred tc having anything but ar adversarial or
minority role.*’ .
teckle the social issues now because the President felt
urcer rressure to keer his campeign promises. Abortion may
remain on the tack burner, however. - We may not deal with
that ore this year,”” he said.

Fuller seys the Fresident surported the vcting rights
ccmyrerise teceuvse he does not enjoy being rortrayed as a
racist. "The Fresident has very strong feelings about how
bhe has been misperceived on black'issues," says Fuller.
““There is a strong feeling that we’ve got to have a clear
Iclicy on this ome.””

(MCRE)
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Fuller rointed out that the Justice TCepartment wrote two
letters to Congress on Thursday outlining FReagan’s position
cn a Senete-rassed busing bill and efforts ty the Congress
tc limit the jurisdictiorn of the Supreme Court. The
aémipistrations surports the busing provisicn, but opposes
effcrts to réstrict the court.

¥hite House officials &lso are trying to think up & good

way for the President tec mark the final defeat of the Equal

Rights Arendment. No decision yet.

Budgel

*“Qur polls show that most people don’t even know
thecse discussicﬁs are going on,”” says Fuller. “Pecple do
nct view him as stubtorn. One of the best things Ronald
Reasgen has going for him is consistency. The public’s
attitude is formed by important events such as a breakdcwn
ir-talks cr & comrromise with the Senate leadership. But
negctisticns are nct follewing by people cutside of
Weshington.”’ |

Reegen has tcld Fuller that he believes that must provide
visitle leade;ship in these negotiations. ““To walk away
from the table and walk away from the leadership
resycnsitility would te most damaging in terms of the

I

financiel markets,”” says Fuller.

The Fresident has alreédy enlisted some Lemocratic
suprcrt fcr the new tudget plan. Eopes for & bdipertisan
tudget are high. A substential number of ILemocrats arnd
Reputlicans feel there’s too much at stake with our economy

‘nct shcwing the signs of & reccvery that we had hoped for

(MORE)
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nct to work cn a cormpromise,”” he said.

Turirg tudget telks with the Democratic leadership,
Fvller wes one cf cseveral White EHouse aides—--including Baker--
who refused to telk to reporters. ‘It was useful in
negotietions for us to be able to say that all of tke
stcriec etout this were coming off of the Hill,”’ says
Frller. 'I kncw it seems odd that something like this
wculd give you more leverage in bargaining.”’
leaks--particularly from admiﬁistration cfficials who
disagree with the Fresident’s rolicies. "~ “We ve been

r 7’

tougher on that, he says. ' "The job often fells to me to

call rresidential appoin;ees in the departrents &and tell
them, ‘we are very diseppointed with you on this.’”

Ee says a leak eatout new sugar quotas cost the govermnment
rillicrs c¢f dollars.
vnfair,’’ says Fuller. “But it’s a flash of anger. It
ccmes éend leaves just as fast.

““¥hat I7d like to say to these people is to go back to
the late 1S7@s. If anybody in the conservative rovement
cculd kave written cut what they hcped might happen in this
country and compared it to what we’ve accorplished, it
wctuld bte a favcecratle compariscn., The problem is that
ccnservatives ere not accustcmed tc being in rower. They
ere not accustcmed to having anything but &n adversariel or
winorify role. But I covld make the argument that

(MCRE)
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ccnservatives would eccomrlish fer less without Jim Raker
ir the Wkhite Ecuse. There are those who are going to argue
that this tex increase and the dbvdget compremise were
caused by Jim Baker. But he couldn’t have operated in a
r.ore arrropriate manner.”’

Fuller se&ys Raker learned his lesson last August when he
gct cut tce far in front of the President on defense cuts.
“‘There hes teen ncne of that public psotitioning this
tire.””

Reagan gives Beker " ‘a greaf deal of surpert.”’” Even Jim
Wett expressed arrreciation for Baker’s roie in the budget
telks when the caﬁinet met last week.

_;Iuller dces not think that the right wing will drive
Beker cut of the White Eouse. Fut it’s possitle that Baker

will leave in s Eig Three shakeup expected at the end of

1¢82--""sometire after the electicn.’”

(ENT)
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FROM: RAK - White House
TO: MLS, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, SJ\{“
LJL

RE: Reagan comments

Unemployment. The President had some stiff words for his

Democratic opponents in Congress this afternoon when he
left the White House to go horseback riding with Bill Clark
and Paul Laxalt.

He was asked whether it is not fair for Democrats to
blame the administration for today”s higher unemployment
rate. He answered: "~“No, they can”t blame it on our
policy...I can tell them how to get it down...Let the
Democrats in the House and Senate join us in adopting the
budget that was passed out of the Senate Budget

Committee.””

When Reagan was asked about Democratic charges that his
budget is ““cruel”” to the poor and elderly, he responded,
“*The single word for that is demagoguery...There”s one way
to get this economy back in busineéi)and it’s in their [the
Democrats”] hands...They“re being obstructionistsnow."

Social Security. Reagan also responded to those who

accuse the administration of proposing steep cuts in Social
Security. "~ "They know better and that is pure demagoguery
again,”” said Reagan, noting that Social Security
recipients will receive a 7.4 percent increase on July 1.
““There has been no proposal to cut Social Securitz)and the

Democrats in Congress who are saying that know better.””

May 7,
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Page - 2

Regarding Social Security, Reagan apparently wrs
referring to the fact that no one has proposed actual cuﬁa
only cuts in the rate of increase in Social Security
benefits adjusted for inflation.

(END FILE -- rw)
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Tc: mls 1t jf dr tfr jg e€p dcb lh jwm dxb rak pa pgh sxm
Freme sjf
_Fresident FReegar will meke at least one more majcr speech
cr the sutject ¢f nucleer disarmement before he goes to
Furore next month, according to White Bouse officials.
__Eis <speech at Fureka College on Sunday was the beginning
cf a carefully plenned campaign to anticipate the criticism
he will encounter in Eurcpe. Eis two mein themes are to
cell fer nuclear &erms reduction end lower interest rates.
_Details of Reagan’s next spéech on arms control are
sketchy. Eud McFarlane of the Netional Security Council
steff says that the sreech probably will just elaborate cn
the rropecsal outlined atAEureka. Where this speech will be
delivered has not yet been decided, dut he might save it
fcr bis trip te Califernia shortly before going to Europe.
__Reegen rlans to meke several statments on the subject cf
irterest rates. Bis remarks will echo Treasury Secretary
Ionald Regan’s statement at the OKCD meeting in Paris that
the admrinistration exrects interest rates to start falling
ty the erd of summer. Reagan has said several times lately
that he sees "~ 'no reeson’’ for interest rates to be sc¢ high
with inflation fallirg. Ee’s hclding & series cf meetings
with business leaders, takers, money market fund managers
end fipenciel consultants this week to " jawtcre”  on
irterest rates.

(MORE)



€till some questién wvhether Reagan’s new arms reduction
ITCEI&r TEITESENIS & genuine change in the President’s
thirkirg cn the sutject. Scme White House officials view
this prorcsel rrimarily as a tactic for dealing with the
ruclear freeze movement. Certainly the White House écted
with uncheracteristic speed ir announcing the rroposal once
it gct to the Fresident’s desk. Sources say Reagan received
the rreposal from his interagency task force less than two
weeks ego. Seldom are issues of this magnitude dealt with
sc quickly in the Peagan White House. For months, according
tc eides, Keagan rlenned to use the Eureka commencemeant to
meke a speech cn the subject of arms ccntrol. But not until
late last week did they know that the speech would contein
the deteils of the START proposal. White Bouse officials
are horing that this rroposal will be a setback for the
erti-nuclear demonstratofs awaiting Reegen in Europe.

4

‘Like Resgan’s. "“zerc cption’’ proposal ir the TNF talks,
kis START proposal calls on the Soviets to dismantle
existing weapcns in exchange for a promise that the U.S. we
will nct rrcduce new cnes. McFerlane says the incentive we
eare cffering the Soviets is our promise to restrein
develcrment of the Trident II and cruise missles—-"‘some
restreints they are gcing to find very appealing.””

The issue of verificetion was not mentiorned in the
cfficial triefings priocr to Reagan’s Eureke speech. Eut
FcFarlane seys the U.S. will seek to improve verification.

a4

*“¥hen we get to the table, he said, "“there is going to

(MORE)
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te & need to go teyond rational technical meens.’
Mcfarlane was enxious to defend Reagen against critics
who Ssay thet the administration’s proposal should have
fccused cn throw weight. Be said there is "“‘no question"
tket tke Soviets woulé have a "““significant”’ throw weight
édvantege over the U.S. at the end of Reagan’s proposed
Fhase 1. Fut he insisted that the President did not ignore
tkrcw weight in feshiorning his prorosal. Ee said Reagen
rejected severel ortions because they would not have
rrocduced sufficient reductions in throw weight.
ccntrol, many reporters overlboked one interesting aspect
of the sreech at Eureka. For the first time, Reeagan
ccefirred that he too is expecting a change of command at
the Eremlin. " 'VWVe are now approaching an extremely
irpertent thase in East-West relations as tkhe current
Scviet leadershiyr is succeeded by a new generation,”” he
seid. EBe previously has declined to comment on this
cubject. Keagan also backed down on his challenge to
Brezhnev to come tc the United Nations in Jume. ‘I have
élreedy exrressed cwn desire to meet with President
Erezknev in New York pext month,”” he said. "“If this
ceonct be done, I would hope we could arrange a future
reeting where positive results cen be anticipated.”’
ccunter the imrressicn that he is & racist. But so fer, his
effcrts have produced only mixed results.

(MORE)



Cn Mcnday, ke sient neerly an hour fielding questions
from tleck studerts at.e rarochial school on Chicagc’s West
Side, Frcvidence St. Mel’s Figh School. Ee alsc called
Suvgaer Eay leornaréd on the telephone.

Ee went tc the tlack school rrimarily because he Qas
criticized for unveiling jos tuition tax credit propcsal at
ar all-white parcchial school in Chicago.

Eis terfcrmarce at the school was masterful. Reagan sat
en a-metal stecl in the middle of & tare stege and used a
lerel rike--similar to the way Jimmy Carter used to conduct
kis town meetings. Ee appeared very comfortable in this
setting. Eis timing wes perfeét and he used his hands
teceutifully. 1t was .a professional performence.

Many of Reagen’s answers also were perfectly crafted for
the euvdiernce. Eis explenetion of the budgel wes simple and
eesy tc understend. Eis femarks on gun cortrol--""I don”t
telieve that taking guns away from honest people is going
tc keer criminals from getting them’”’--drew applause.

Asked why the U.S. supports dictatorships, Fesgan gct an
arproving response when he replied. ~‘Let us befriend them
end then guietly tehind the scenes convince them there is a
tetter wey.’  And be hit bhis stride at the end when he tcld
the students to “‘check me out”” on his facts. "‘Don’t be

4

the sucker gereration,”” he told them.

But cn torics involving race, Reagen ran into trouble.
Ee tcld & lcng, involved story abecut en hercic captainm in
Vietnarm. At the end, he said: ““And I just thought that jyou

(MORE)
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might like to know that that captain was black. The
reecticn was negative. The audience knew it was being
petrcnized; Fut he persisted: ‘I think it exemplifies what
sc rany of us dream today that what lingering separgtions
there ere what lingering divisicns between ocur pecople--and
sure, there are redrecks and bigets and there are peorle
that are rrejudiced on &ll sides and for every resson,
religicn end everything else--but I think tkere was é&n
exemrle cf whet real America can be.””

Even worse wes his explenation of why he tried to restore
tex exemrtions to schools accused of discrimination. Ee
said he wes told that the Intérnal Eevenue was harassing
these schcols. "'I didn’t know there were any court cases

e’

rending, he said. "I was under the impressicn that the
rrocvler of segregated schools had been settled. All I
wanted was that these tax collectors stop threatening
schccls that were obeying the law.””

Feegen futher compounded his preoblems with blacks when he
was asked in a meeting with Midwest editors ebout Martin
Luther Kirg’s tirthday. Making Eing’s birthday a naticnal
hclidey, ke said, wculd orly oren the dcor to demands for
more ethnic holidays. "“We could have an awful lot of
hclideys if we move down that road.””

To prove that he is not racist, Reagan often tells a
story cf bow he befriended a black player on his college
fcottall team. At his reurion in Fureke on Sundeay,

repcrters interviewed e black man who played orn the same

(MCRE)



tear with Eeegen. Ke rememebers no such incident. Ee said

-

thet

ieagen avoided black people like everycne else.  ‘Ee
wes like rmest vwhites of that time,”’ says ltalonzo Smith,

71, e Iertist minister. “‘Ee didn’t want to te shunned—-shut
cff ty bkis peers. There’s some of that up te this day. If
yocu‘re too friendly toward blacks your ostracized.”’

Euvreka. The school is in an extremely rural setting,

causing Fezgen to note--as he often does—--that. ' “there is a
recl difference tetween the real world and what’s on the

’

cther side of the Fotomac.’” Most of the_people at Eureka
seemed unaffected by having the President of the United
Stetes in their midst. The new graduvates kissed and hugged
the Feagans a&s if they were old friends. Feagan’s former
classmates called him. ““Dutch.’” In this setting, Reagan
drerred bis own guserd. Hé confessed that he was a C student
ard esdded, ''Even now, I wonder what I might have
eccermplished if I1°d studied harder.”” He also told a very
erbarassing story about himself—--how he had an opportunity
tc run for a tcuchdown in a big game, but didn’t do it
tecause he was too tired and his team was one point chead.
last year, Reagar declined &an opportunity to meke a
newswcrthy speech at the Notre Dame commencemert. At the
time he seid he thcught that ccmmencement sreeches should
be geared to the students, not to the television audience.
But he clearly wanted to make an historic sreech at Eureka,

ctvicusly to enhance the rrestige of his almea mater. Ee

(MORE)



recalled that Winston Churchill coined the term "“iron
curteir”’ ip & sypeech at a srall college in Missouri.

Feegern_lelks. Feager spent a lot of time telking off the
cuff in Illinois. As usual, his remarks included many
““facts”’ his aides could not substantiate. Among them:

* Studies show that it would cost 7.7 million dollars if
the Ecy Sccuts of America were run by the goveroment.

* The Supreme Court decision bannirng school prayer has

rrormrted many districts to outlaw Santa Cleus in their

schocls.

(ENI)
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RE: Background-only ivu with Ken_ Duberstein

"Boll weevils. Duberstein is confident that Reagan again

vill win the support of most boll weevils in the House
budget battle. The Democratic plan put forth by Budget
Committee Chairman Jomnes is unsatisfactory to the boll
weevils in many major respects. To the boll. weevils, the
Jones budget does not cut deep enough into domestic
spending (They want to cut Social Security:); cuts too deep
into defense spending (The Jones version would pare 71
percent of the Reagan defense hike over Carter’s last
budget.); and raises taxes too much (including jeopardizing
the third year of the tax cut, which most of the boll
weevils voted for). ' “The boll weevils are very, very
disappointed in Jones,’’ says Duberstein. “‘Last year we
let the boll weevils play out their hand with Jim Jones
first, and that’s what they wanted to do this year, too.”’
Duberstein also claims that Democratic:liberals are not
satisfied with the Jones budget. The House Democratic

S

leadership is “‘not buying as much as they thought they
were in political chips....Jones tried [ineffectively] to
be everything to everybody.’’

Now that the boll weevils have seen the Democratic plan
and rejected it, the White House is moving quickly to

(MORE)
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corral them into the President’s cormer. Reagan called
Representative Phil Gramm today and praised the alternative
budget that the boll weevils have been drawing up. Key
elements of the boll weevil alternative could be

0

incorporated in the ‘‘bipartisan budget plan that Reagan
will try to push through the House, he told Gramm. A
delegation of boll weevils will be invited to the Oval
Office soon. The ‘‘bipartisan’’ plan for the House probably
will be ‘‘fairly close’’ to the budget approved by the
Senate Budget Committee.

predict that Reagan will prevail over the House Democratic

bill. He is especially concerned that the White House will

have trouble holding the modefate<Repub1icans in:line.

Social_Security. Duberstein concedes that. Reagan is very
vulnerable now that the Republicans alone are espousing
Social Security cutbacks. To combat his image as the ﬁan
vho wants to cut Social Security, Reagan will continue to
remind the public that Social Security recipients will get
a 7.4 percent hike on July 1. He also will stress the need
for action to keep the system solvent in the short term,
and blame the Democrats for creating the problem and then
refusing to do anything about it.  -Duberstein claims that
the Social Security issue may come back to haunt the
Democrats because | ‘there is some decent polling evidence’’
.that workers who pay into the system are growing more

resentful about higher taxes and the increased danger of

(MORE)
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insolvency.

opponents on Capitol Hill of being demagogues, says
Duberstein, because of attacks last week by 0“Neil and
Byrd. Duberstein complains that the recent Democratic
attacks on Reagan have been “‘beyond the bounds’’ of
decency. 0°Neil’s comment that Reagan is trying to "‘rape

4

senior citizens,’” says Duberstein, “‘“turned my stomach.’’
Byrd made similar comments on the Senate floor last week,
prompting some Republican senators to vow they would bé-
willing to go to West Virginia to campaign for Byrd’s
Republican opponent this fall. The partisan rhetoric will
only get hotter in the days ahead.

(END)
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discussion between Reagan and Erazilian President
Figueiredo at the White House today but Assistant Secrepary
of State Thomas Fnders, who held a background-only bdbriefing
afterward, declined to disclose any details. He dodged a
question about whether Reagan asked Figueiredo to use his
influence with Argentina in an effort to ease the crisis.

Figueiredo expressed his suppoft for UN Resolution 502 and
and for the mediation efforts of UN Secretary General Perez
de Cuellar. Reagan and the Prazilian leader agreéd that the
Falklands dispute should be resolved in a way that leaves
neither side “‘victor or defeated”’ and that takes into
account the legitimate claims of both parties. (Fnders
diplomatically referred to the islands simultaneously as
the Malvinas and the Falklands.)

Cn bilateral matters, Figueiredo complained about the
recent tightening of U.S. import quotas on sugar. Reagan,

in response, said that the sugar price-support system was

adopted by Congress without administration backing, and

that while the new quotas restrict U.S. imports, they also '¢

v

‘boost the price of imported sugar.
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% White House strategists hope that GOF members of the
Senate Budget Committee will soon recongize the political
benefit in abandoning their proposal to cut 49 billion
dollars out of Social Security.

 Twenty btcecll weevils are committed to vote for the
Fresident’s tudget proposal. At least 5 gyrsy moths will
vote against it--including Representatives Green of Aew
York, Tavke and ILeach of Iowa and Clinger of Pennsylvania.

* ICA Lirector Wick is a ‘“loose cannon’’ who is
ccnstantly making *‘end runs’’ to ask the President for
mcre mcney for his agency.

* Expect a tor-level shakeur at White House after the
electicn. Baker refuses to speculate on details.

* Neither the Fresident nor his aides have taken any
action as a result of recent stories about Smith, Lonovan
or Wick, tut they are investigating alleged improper
ccnduct by VA Iirector Nimmo.
even David Stockman—--is expected to leave the administration
pricr to the Neverter election. Fdwards has not yet
tendered bis resignration, but Baker thinks he will take the
jcb in Scuth Carclina.

(MORE)
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Faker declines to talk about his own plans or his
exrectaticns fcr Leaver, Meese and Clark. He says he once
tried tc get Deaver tc become rress secretary. Eut he &lso
denies rumcrs cf an impending shakeup in the press office.
Meese is suffering from a bad back, but will return to work
cn Mcnday wearing & "'girdle’’ and a brace. He may have to
urdergc disc surgery. Baker now seems lukewarm on Clerk,
whor he criginally praised. Perhaps Baker sees Clark as
cempetition.

Baker dismisses Smith’s investments as not illegal. Yet he
notes that Smith must be getting an enormous income from
his tlind trust if he has that much money to invest out of
bis pocket. (Baker’s hcldings alsc are in a blind trust.)

Criginally, Baker though the Lonovan problem was not
reflecting roorly on the Fresident. Now he thinks that it
is ceusing rrotlems for Reagan. But the White House will
nct touch the Toncvan matter until the special prosecutor
is finished.

Wick come to the White House about every two months with
arnother suprlemental budget request, according to Baker. On
ope cccasion, Wick arranged for himself or one of his aides
tc attend the Fresident’s daily national security briefing.
He ther astonished Bill Clark by making & pitch for his
tudget request in the midst of the national security
briefing.

Nirmo apparently has violated the President’s ban on
deccrating and use of official vehicles, according to

(MORE)
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Baker. An investigaticn is underway.

No acticn will be taken against the new man at NIH who
sroke ocut in favor of abortion. Baker said he made it clear
he was sreaking for himself and pledged tc carry our
administration policy.
tillion dcllar Social Security cut for obvious political
reascns. Baker says it was forced on him by Republicans cn
the Sevate Eudget Committee, many of whom were criginally
demanding a freeze on Social Security cost of living
increases. Thus he’s hoping these people will see the error
cf their ways in & pelitical year. But Reagan cannot back
off the idea unless the Senate GOF leadershir dces.

The White Bouse has high hopes of winning this battle.
They hope to engineer & negative vote in the House on

Jones “s budget.

(ENL)
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RE: Separate_background-only ivus_with Robert McFarlape,.
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ballistic missiles (as compared to warheads) be reduced to

cne~half the current number of U.S. missiles. In his Eureka

speech, Reagan said only that he would seek ‘‘significant’’

reductions in the number of missiles. (Fe also has proposed

that warheads on .both sides be reduced by one-third--to

about 5,000.) ' ”
McFarlane refused to be pinned down on how big of a : |

reduction Reagan will provpose in throw weight, bdbut he

hinted that one-half of current U.S. throw weight might be

a reasonable target.

unwavering in his opposition to SALT II--even though the

U.S. is honoring SALT on a de facto basis. McFarlane does

not think the calls for revival of SALT II will create

ma jor problems for the administration vis a vis Moscow or

the Kuropean allies, but he concedes that'SALT II as an

A

interim treaty is “‘an appealingz concept.”’” The drawback,

says McFarlane, is that delaying START to ratify a _ |
M*fatally flawed " SALT II would waste time that should bde . \\i
spent trying to achieve actual reductions. f/” b

(MORE) -
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Nevertheless, Reagan will propose that, during the time
the START talks are in progress, both the U.S. and the
Soviet Union ohserve the terms of SALT I and SALT II. These

’

““collateral restraints”’’ may include some other minor
conditions but McFarlane does not expect the interim terms
to go beyond SALT in any significant way. Cf course, the
U.S5. would only honor SALT I and II as long as the Soviets
exercise the same restraint.

from Erezhnev to the President’s personal letter outlining
his START proposal. McFarlane says the Soviets have not yet
-had time to formulate a ‘‘considered response’’ to the U.S.
plan. He also discounts the Xremlin’s public criticism of
the Reagan plan. The early Soviet response ' has heen

L

without benefit of thorough analysis,’” says McFarlane, He
notes that the Soviets have not rejected the concept of
deep reductions.

Among the Furopean allies, the résponse to Reagan’s
proposal ‘‘has been an expression of broad support and

’

enthusiasm,’’ says McFarlane. The Chinese "‘have offered no
comment,””’

(McFarlane also asserts that George RBush’s mission to
Peking "‘was a very constructive visit, a useful
confirmation by the Vice President of just how the
Fresident views our relationship...The Chinese welcomed
that.”” Reagan has asked Bush for a detailed bdriefing as

soon as he returns to Washington.)

(MORE)
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TNF. The TNF talks will go on concurrently with the START
negotiations, but McFarlane does not foresee the time when
the two talks will be merged in an omnibus agreement. '‘The
two [sets of talks] must be consistent...but neither

’,

presents an impediment to progress in the other.’
40 billion in Social Security savings contained in the
Senate budget and at the same time try to sidestep the
issue of Social Security cuts in the House. ' “We have to
hold our coalition in the Senate and get our budget through
the Senate and at the same time try not to antagonize our

4

friends in the BHouse,”” says Gergen. The White Fouse
strategy is to avoid making any deals with the boll weevils
or others in the House until the Senate has passed its
version of the dudget. Reagan opposes making SS an off-
budget item, but he will try not to take a position on
this, to avoid making matters more difficult for House
Hepudblicans.

sudden opposition to SS cuts was due in part to poor
handling of things by the White House. Michel was motivated
in part by resentment over Reagan making a quick budget
deal with Senator Domenici without consulting the House
Fepublican leadership. Michel also was unhappy that Reagan
approached the boll weevils in a way that made it appear
the President was going around the House GOP leaders.

(MORE)
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:'supplemental appropriations bill that includes money for
- home mortgage subsidies to bail out the housing industry.

. There are pending in Congress, says Gergen, five or six
other measures costing 30 billion dollars to bail out
various industries--lending institutions, etc. " "They’re
lined up like a train’’ behind the mortgage-subsidy bill.
Reagan “has\to demonstrate he won’t allow bailouts. If you
start going down that track, there’s not end to it.”’

in his talks this week with bankers and other money men.
The White House received no pledges to lower interest rates
and no one expects financial leaders to do so voluntarily.
negotiations but said Reagan has given his full support to
Ferez de Cuellar and is keeping in close touch with London
and Buenos Aires. ' “There are still important areas of
disagreement...[although] some differences have been

ey

narrowed. He dodged a question about new military actions
ty Britain and/or Argentira, saying only that *“both sides
have a very sober understanding of the stakes.””

Britain has not yet asked the U.S. for any aid that would

e

*‘depart from existing agreements, says McFarlane, but he
stressed that Reagan has promised to be ‘‘sympathetic’’ to
any Eritish request for materiel support.

pgpgggggg§: Gergen expects Energy Secretary Edwards to be
gone soon afer July 1. ""He’s got an attractive offer’’ in
South Carolina. Raymond Donovan is not expected to depart

- {MORE)
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A .

niwhiie the investigation into his past is in progress but

| Gergen wonders aloud whether anybody will want Donovan
around after the investigation is concluded, regardless of
the outcome. (Remember Richard Allen’s fate.) But Gergen
also says that the Donovan probe ‘‘is not a big issue

a4

around here, Attorney General Smith is in no danger of
losing his job because of his controversial tax shelter.
Reagan’s personal reaction to Smith was a mild one. Fe
*Ydid not say [the tax shelter] was dumd at all,’’ says

.

Gergen. Smith is to go on TV this weekend, with the
blessing of the President, to defend his investment. Nor is
Charles Wick in any trouble with the White House, but
Gergen concedes wryly that Wick”s habits '‘make good
copy.””’

personally believes women should have the right of choice
regarding abortion will not lose his job. In fact, Gergen
says, the administration--including the President if
necessary--will defend the official’s right to his personal
views. “‘We’re taking a lot of heat from the right, dut

he’s a distinguished guy,’’ says Gergen.

(END)
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FROM: BAK

““"REs"Background-only ivu with Jim Baker -

f ffakef*gqfﬁtﬁﬁgff3akerfisjedgxhabogt'reports that he-Qants
t0i1§avefthefadministraxion-~evgn thbpgh ﬁe has encouraged .
suchTsppculéttogjin“thejpaSt;-I Sense*that'Baker~pgrce1yes'-
Vil;iam”crarkfasjgrth;ggt;forﬁatfleasf"Baker'is groving~
vary?df“thgfpuplishgﬁ‘spgcul;tiOnfthat‘Clark‘might-bEgdme o
chief ‘of staff someday. =

" Baker 'i's"so” eager to put to rest rumors-of his-departure
that_éskg#'that_pis:commgnts-abonﬁ hisjfuture plans:be: on-
‘the ‘record, instead of on background-~his customary way of -
talking*to rgporterS}-He'noy:disayovs‘gver.suggestingithat"
'he_might;yant;to:leaveﬁthe VhiteiHouse éftgrjonlyltwofyears

or that he might-1like to be attorney gemeral.

‘ “fSe:S“HakEr?_f‘I’mfgoipg'to do what the President wants me .

to do. If he wants me to do this job for the rest of this

N

termand ‘right into-the second [term], that’s'what I“11°do.-

I;haée“hoffiyeflimit:[on'leaving].>If11 serve - at his
pleasure....This is'a fascinating job in which you’re part

of history.”’ Baker scoffs at rumors that he wants to

'retﬂfhftb“?exaéftofmake~mpney.{pointing out that he already

haS‘ﬁaﬂeiaflot?ofjmoney‘as3a=layyerifor a-‘fblue-ribbon'f

BoﬁSton‘firﬁ'(andfis'heir to-a ‘family fortune, tod). Would

he*evef“Seek?porit;Cal.officE‘again?"“I'have“absolutely no ’

(MORE)
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political_gmbitipns._Ivcanllobk"you‘;n the eye and tell you
I°ve dore that before, too.’” -~
f”fﬂgilzigﬁifﬁigligiif@tta@ksfonTBakgr fromjconEervgt;jes
have tapered off ‘a bit in the past few weeks, He does not
seem’ as defensive about the right wingers as he-qgce'was.
They "have good ' ‘economic reasons”’ to attack him, he ‘says.
It'keeps‘ug“thgiy 11§t5'o£;suyscripgrsﬂand cogtrib?tﬂrs.
“rfve;gdtteﬁfuse‘to%iti.;;[zut]1somg of the stuff they
chprge”m;jﬁitﬁiis’patEQtly:ridiquloug-—that I' isolate the
Présideﬁtféﬂdfi’hfnotfconse:vatiyéi2;;Ge-look‘at_sohe'of my
'adS{Vhénflffan“fOr;attorney’general-of'Tgxas.-I’m‘very

_coniétyqtivglonfthef1ssue§;ff » i g S
ker.vs_Meese, Baker vas charitable to Meese; passing up

- BakERYEMi
'fhe*bpjortunity*to”criticiie him. If Baker has more
‘influence’ than:Meese, he says, it’s only because *'I do
hagpletp“havé:pgpprting tp;mg_mpre coq;tituent elements of
”thefﬁhrtéfnonséﬁf‘*Heﬁgets’along‘well“with‘therPresident,~
saysTBakér;fbecausg*he‘tellsjBeagan what he thinks and
_Reagan ‘respects his views becavse "'I have been: out there
‘1nfth¢’qth§f*yOf1§f[11ke;Reagan]:“I“HaS'never~a'political
fst&ff’éf&gfltkg’tthgfbther;threef"(Mgese,'Deaver-and.
Cl?rkﬂ?jﬁté;ﬁjeaganfalso‘respects Baker’s views because -
"‘shefbelipvgﬁ“Ifmfloyal‘to'her'husband“and'that'S“the test
withfhefl’Shgfqbesg't’believe I1’m over here scheming for
George Busk.”* " -7 ¥ ooy A S
”“ggggi:§1§91§4ﬁﬂe'does*sth’more-enthusiasmffor*his-Job
‘today ‘than he ‘did six months  ago. Approaching electioms may
e e a (MORE)
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he'bhé*feéSbi‘for*thIs:-Baker'cdmpares his job to a
politicalfcampaign;fTheﬂonly“différence--and“the'partvof'his
Job that he likes- least--is seeing that the bureéucracy acts
on’decisions ‘made in the White House. "I wasn’t hired '
becahsefI’ve\begn’vith_gonald;Beagan for 15 years.:I was
hired’ because they wanted to get a talent they thought I
had;ftalent 1n*nationa1:polgticé;;;This 15 not a lot -
dif{g:gpt;f;om_g:pa@paign.iThg;g are a heck of a:lot of
's1hi;§fitiesff§hﬁn}1nglpf1theAngws’flew,;a dailyrschgdule,
bgingfyegdy;tpf;gqund’to'fast-breaking'events;;;;You're
ehgagéd*iﬂ a*fofiticgl”contestfevery’timEMyou have a vote-
on‘the Hi11.,”” "+ -~

i‘*gppggggligggigg;fBaker'15 not especially concerned ‘about

Beagan’s ded1ine11ni;hejpollsf:Reagan’sﬂapproval rating now
is’lower than Carter”s was at'this-point in his Presidency
t26au$é’néagan'is‘plaguedfby.“muCh tougher economic
problems;”fReagan'$ dgc11ning;popularity *Yis still a
fﬁnctioniof‘the_ecﬁnomy, the poqketbook; Thgre‘s not a damn
‘thihgﬁwrbng”that“fdfﬂorffive points -off interest rates
'woﬁ‘tfcu;e:"“B&ker‘expectS‘interest‘fatES'to come down a°
co@pleﬂof*pbintgjonce'a budget is en;cted“but>he questigns
'whethérf“thé‘rébo#ery;will’be strong enough and long
enough to 'help us in November.’” B Ty |
“Geépder gap. The:White House“is planming a number<of things:
toftry’td“shdre up'Reagan's support among womeh,-but Raker
refused ‘to specify what is being considered. He believes

Béagan’S‘STlnT'propbsals;will‘ease'fears’among'women'that

"~ (MORE)
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'Reagan_vlll get:the cogntry intorwar,;“ve’re sensitive to
e We're'planning:someithiggé;f"_He'15“£a1r1yjoptimistic 't
“thatﬂthe_Vhitq‘HouSEfcan”chip:awgy’at'thg gender'gap.-lt
hurts*Repnhlidanf;andidateS"most; §ays“Béker;f1n‘distr1cts

thaf‘are”composedfof‘large'numbersvof“minoritieé.-
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The following items come from an on-the-record dinner
with Ed Meese:

o If interest rates do not come down following the
enactment of a 1983 budget, the President will be forced to
take ''other measures.!!

o0 The administration expects participants in the
upcoming economic summit to agree to tighter restrictions
on credit to the Soviet-bloc nations.

0 The administration's view of ''linkage'' has been
modified. ''It also has to be looked at in terms of
whatever our best interests are at a certain time,'' said
Meese.

o0 Speaking personally, Meese thinks that the Social
Security trust fund and other trust funds should be removed
from the general federal budget. He also thinks Social
Security recipients should not get the full 7.8 percent
that they are entitle@i?n cost-of-living increases this
year, because the current inflation level is less.
Economy. This was the first time that any White House
yiggficial has suggested that the President's economic
program might not succeed or that the administration might
be forced to change course. Meese seemed to be hinting at
credit controls in an effort to frighten Wall Street.

'"1'If there is not some reasonable response (dropping

interest rates) when the budget is passed, then obviously



Page - 2

we'll have to look to other measures,'' he said. He refused
to be pinned down on specifics. ''We'll be looking at
everything that might be done at that point. But obviously
if the measures you are using don't work, you've got to try
something else.'' |

Up until now, the President has left no doubt that he
believes interest rates will fall after a new budget is
enacted. He has argued against any change in coursej or
quick-fix measures on grounds that he must restore
confidence in government among leaders of the financial
community.

Meese said he is still holding out hope that interest
rates will fall to 14 or 12 percent after the enactment of
a 1983 budget. He says he expects the inflation rate for
the remainder of the year to be between 3 and 5 percent,
and historically that would set interest rates somewhere

between 8 and 10 percent. The President has learned one
{
v
thing from talking to bankers about interest rates: They
’[/‘v‘
seem to be as confused as we are.”/

Asked about a Baltimore Sun story that the deficit might

be less than expected, Meese replied: ''I haven't found
anyone who gives any credence to that.'!

J;Sqmmit. Meese says the administration expects !''some
Lﬁ;ooperation" among other nations at the summit for a

limitation on future credit to Soviet;bloc nations. He

seemed less certain that they would go along with
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restrictions on trade. ''Every time we have gone to one of
these summits,'' he said, ''we've improved our position in
terms of cooperation.'!

Meese denied any suggestion that Reagan's offer to
negotiate arms reduction with the Soviets might undermine
efforts to convince the other nations to impose tougher
trade and credit restrictions on the Soviet bloe. ''The
fact that we're doing these things may enhance our position
in terms of getting them (the Europeans) to cooperate,'' he
said.

He said Reagan never proposed any preconditions on talks
with the Soviet Union, such as a requirement that they
should get out of Afghanistan. ''The key has been what is
best in terms of our best interests,'' he said. ''The
reason we're doing it now is because we are ready now. He
(the President) feels it is an appropriate time.'!

Meese confirmed that Haig and Gromyko will probably meet
in June in New York to discuss the opening of START
negotiations. He does not foresee any change in the
nuclear-arm-freeze movement as a result of Reagan's latest
proposal. ''I think it's going to continue,'' he said.

//Social Security. Meese confirmed that the White House was

Lonime
beerw caught by surprise over the latest flap about the

proposed 40-billion-dollar increase in Social Security. ''I
don't think they anticipated that it would be a political

: ; T s
lemon again,'' he said. ''It was regyarded as a given--
(47
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something everybody knew we had to do.''

(END)
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FROM: RAK
RE: _ackeround-only ivu with White House counsel Fred
Fielding
Gifts. Fielding admits that the White House was " ‘sand

bagged "” by at least two strangers whom Reagan accepted
gifts from last year--the guy in Reno who sent the President
a $50¢ silver belt buckle, and the manufacturer in
Mechanicsburg, Pa., who sent Mrs. Reagan & $450 cameo. Both
contributors used the thank-you letters they received from

1

o
®

Reagans to promote the sale of belt buckles and cameos.
(It is interesting to note that the White House estimates
the value of the silver belt buckle, with an American eagle
it, at $5¢0--but the retail price is $1,2560.)

Fielding, who reviews all gifts received by the Reagans,
is supposed to weed out contributors who might take
advantage of their gifts to make a buck. He says the White
House rejects " ‘hundreds of requests each month”” for
Keagan’s endorsement of a product, membership in an
organization or participation at an event where someone

stands to make money. In the case of abuse by a gift

,

contritutor after the fact, Fielding writes a “‘stern”

letier warning the contributor to stop using the
President s name or implying that he endorses the product.
Letters to the cameo manufacturer and the belt-buckle

(MORE)
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lesman are being sent this week, says Fielding. In the

wn
o

past, Fielding has written such letters to a jellybean
company that used Reagan’s mug on a jellybean container and
to a car dealer who used in advertising @ photo of himself
shaking Reagan’s hand.

The Heagans have returned many gifts, Fielding claims,
because the contributors appeared to be motivated by a
desire to profit from the gifts in some way, or because the
gifts were just too extravagant. But Fielding refused to
offer any examples of gifts that were returned. (Reagan has
made it a rule not to accept horses as gifts——except for the
one he received from Mexican President Lopez Portillo when
Reagan was President-elect. The reason Reagan doesn’t
accept horses is that he is offered so many. ~ "We could
reinstitute the cavalry”” with the number of horses Reagan
has been offered, says Fielding.)

Why does Reagan accept §gj gifts from strangers? The law
does not prohibit the President from accepting gifts that
are not offered by foreign governmeantls. But he must
disclose any gift over $18%, Fielding says Reagan picks and
choses what gifts he will keep--if he happens to like the
gift, he keeps it. That was the case with a $1,9¢0
Waterford crystal wine cooler sent to him by the American-—
Irish Historical Society, and explains why Reagan accepted
more than one belt buckle and a number of pairs of cowboy

The boots. Among the prizes Reagan received last year were

(MORE)
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_ﬂere lobbying last year fot strieter limits on shoe
Eagports. Fielding advised Reagan ‘that he could accept the
nhoots because of the circumstances in which the gift was
‘made. The boots were presented to Reagan by two senators
with a representative of the shOE“lbbby. *“To think the
President would have ﬂis head turned for two pairs of
cowboy boots is relati#eiy absurd. It was a ceremonial
thing,”” says Fielding. [He agreed to put this guote on the
record. ] ?or the record, Reagan decided against imposing
stricter import quotas on shoes.

The rules. Fielding concedes that White House rules on
gifts are applied more strictly to staff aildes than to the
President. (He would have advised a staff member not to
acéept the shoe lobby’s boots, for example.) In general,

White House aides are told not to accept gifts valued at

‘more than $35 from strangers. They can accept any gift from

a relative or close friend. By law, White House aides must
Kdtsclose'gifts totally 4100 or more from a single source in
a calendap year. In determining whether an aide should
accept a particular gift, Fielding tries to determin'
vhethe? there is any potential conflict of interest with
ﬁhe donor. *We really are dealing only with appearances.
Thé?e are very few people who. are goling to get their heads

s

Pad hy a 550 gift,” says Fielding.
i,ij? ﬁﬁﬁﬁ?ory. If you subtract the gifts that the Reagans

(MORE)




éﬁ}eaﬁéédﬁfrom friends, says Fielding, the $31,000 total
;é;rf;ks considerably. The Reagans have exercised admirable
r‘“discipline and restraint’’ in refusing many gifts,
;eSpecially ‘when you consider where they re coming from, ”
says Fielding, referring to Reagan’s history of accepting
expensive items from his wealthy California benefactors.
For example; when Reagan became governor he and Nancy
regarded the governor ‘s mansion in Sacramento as too shabby
for habitation. As a result, the kitchen cabinet crowd
bought a swanky new house and furnished it for the Reagans
to 1ive in until a new governor’s mansion could be built.
The same attitude prevailed when Nanéy raised over 1
million dollars from private donors to refurbish the White
House.

deep background--meaning his comments aren”t supposed to be
attributed to the White House. Fielding is conducting an
1nforma17probe into Smith“s acceptance of a one-shot
$5@,000 in director’s fees from Egrle Jorgensen’s company.
While dismissing Smith”s controversial tax shelters as not

a cause for concern--and dismissing Reagan”s $31,EQM in

gifts as nothing out of the ordinary--Fielding shaké${pis
head in disgust at Smith’s director’s fee. The sum was Jjust
too large to not raise serious questions, says Fielding.
\**1I have come to no conclusions,’’ he says, but he left the
imﬁression that the investigation by the Office of
.G§§grnment Ethics could spell serious trouble for Smith.

(MORE)
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From: sjf

——— ————— ———— . ——— y— o i o o s

The following items come from a backround interview with

David_Gergen:

* The rhetorical theme of Reagan’s European trip will be
*“unity”’ among Western allies. (Ugh) In France, he will
stress unity in economic matters. In London, unity of
Western values. In Germany, unity in defense.

* On bickering: ‘‘People devour each other around here,’’
he says. ~'It°s incredble. Some of us very much resent all
this internicine warfare.”’’

* After the election, there will be a top-level
‘‘reorganization’” at the White House. ~“You’ll see some
newv faces,’’ says Gergen. No names mentioned, but Gergen
says that Jim Baker is no longer talking about leaving.

* President Reagan will try to narrow the "‘“gender gap”’’
in his public support, but cannot eliminate it.

Gender gap. ~ It is unlikely that he will ever see total
equality in the polls on women, but I think it is possible
to narrow the gap, which is unnaturally large,”’ says
Gergen. He hopes the Eureka speech will have this effect.

*“Reagan tends toc be a more masculine personality and
draws men to him--not women, "’ says Gergen, who recently
discussed the matter at length with Seymour Martin Lipset
of Stanford University (whom he suggests we contact.)

Historically, says Gergen, women have been more sensitive

to the war and peace issue. He says the gap in public

{MNADT )
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opinion over the Vietnam war was not between young and old,
but between men and women. f‘It’s not something that
suddenly sprang up with Reagan, ”  says Gergen.

Gergen says he hopes the White House will start to
address this issue “‘more frontally.’’ But he cautions that

their efforts to appeal to women will not be as

““forthright”” as their appeals to black voters. ' "We're f}
not going to schedule five women’s events——just a steady

’

consistent effort,”” he says.

Gergen hopes to generate publicity for the 50 states and
the Justice Department projects, both of which are
currently under review. The Justiée Department is expected
to issue a quarterly report soon. He also mentioned the
possibility of inviting women’s groups to the White House.
him to respond to those (Larry Speakes and Jim Baker) who
say that’ ill Clark had been a disappointment as national
security adviser. “‘I'm not anxious to salute that one,””
Gergen said. Under prodding, he said Clark‘has done a good
job on producing special projects. But Clark hQS'not gotten

involved enough in the substance of foreign policys He’s

also not a team player. ‘Ee likes to run his own game.’’

B oumcrea==-REUEC B0 1EUECIE U~ BUaCIEa—— B UaCIEU=—EUaC I 0 REUa 6 0=~ RE 0 Aot R e e et R dacted—
--Redacted-—-Redacted—Redacted—-—Redacted—-—-Redacted—-Redacted—-—Redacted—--Redacted--Redacted—-Redacted—-—-
--Redacted---Redacted--—Redacted—-Redacted-—-Redacted--Redacted——Redacted——Redacted-—-Redacted—--Redacted-—-
-——-Redacted-—Redacted--—Redacted--—Redacted—-Redacted—-Redacted-—Redacted-—-Redacted--—Reda'cted*Redacted._..
-—-Redacted-—-Redacted--Redacted-—-Redacted-—Redacted—--Redacted---Redacted--Redacted--—-Redacted-—Redacted---
—--Redacted-—-Redacted-—--Redacted-—Redacted-—Redacted—--Redacted—Redacted---Redacted-—Redacted—Redacted-—-r

—-Redacted-—-Redacted—-—-Redacted-—-—Redacted--—-Redacted-—-—Redacted-—-Redacted-——-Redacted—-—Redacted—-Redacted-——,
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ﬁ'Bakefi Baker recently changed his thinking about his
‘%ﬁture. A few months ago, says Gergen, Baker was prepared

% (MORE)
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to leave after the election. Now, he’s decided to “‘stay on
as long a necessary.’”’
what Gergen expects to happen in Europe:

* France. - A general spirit of harmony.”” The communique
from the summit will be brief, stressing cooperation to
keep inflation down, fight unemploment and stimulate

-

growth. East~-West issues will be ““muted.’” An additional

4

topic: ““Non-intervention in monetary markets.’ N

* London. The speech to Parliment will stress how the two
nations share similar values. It will be a. “‘visionary””’
speech. There will be very little mention of the Falklands.
There is a disagreement among White House aides over the
tone of the speech--"‘how hard line it should be.”’

* Germany. A repeat of the Eureka speech--emphasizing arms
control and a commitment to Western defenses while playing
down the antiCommunist stuff.

* Rome. A brief stop. Gergen claims that Reagan and the
Pope have “‘struck up a long-distance relationship’’ over

the past year. The stop also may improve Reagan’s standing

in ethnic neighborhoods.

(END)

PAGE:

3



006 o2 J:1ir Sra— 11111 0F)
MA:6@ - FMT: . - EJ:

To:-mlsili Jf ar bfpng.gp decd 1h.me dxf“rék'Pa“pghfszm‘
, From: sjf ' . = e s |

The_following items'come from'a’ background 1ﬁiéfvié§”éiih"v_'

Ed Meese:
* What did Meese mean when he said ‘‘other measures””’

might be mecessary to bringvdown_}nterest rates? Eis off'

——Redacted—Redacted—--Redac
-—Redacted---—-Redacted—Redac

e i Bl AT B dmtmr—Peoractad—Redacted—-Redacted——Redacted——Redacted—-Redacted-—Redactad--.

* Why'33e5'hé think that particlpants in ‘the economic
summit will agree to:controls on future credit fq the
Soviet bloc? ‘“‘Some countries seem to be moving our ﬁay on
this,”” he says; *“There is a question about the dredit
wverthiness of some countries in the Soviet\sphere;"“V»

* Could the Falklands situation complicaté‘Reagan's
turopean trip? "It could become an issue atVVerséilles,"
he says. ““But I don’t think it will complicate the NATO
meeting.”” |

* He predicts the House will produce a budget agrgément
sooner than the Senate, with a lower deficit than thé’
Senate. He’s feferring to the anticipated GOP-boll wéévil-

gypsy moth compromise.

LN

~~Other measures. ~ Meese’s talk of ‘‘other measures’’ on

Tuesday night was out of character for him. This is the

kind of thing that got Jim Baker im so much trouble—-talking

out of school about what the President will do next.
‘Although Meese claims he is surprised how his remarks

~ere interpreted, I cannot believe that he didn’t know what

ne was saying. He repeated it several times.

3
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Meese contends that he was only Stating the obvious. But
s an experienced politican, he must have known that . -

:veryone was'going to read his remarks as a signal.

(END) -
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From: sjf

The following comes. from a backround briE?Tng by Tom Reed,”

e ey

13 President'Reagan today signed an 8-page directive:f"
outlining a new national securlty strategy that promlses ‘a
more confrontatlonal ‘approach to the Soviet Union.

The directive, developed from a one—quarter-lnch:ihigk
report authored by Reed, contains these specific items that
are new: | |

% Reagar has authorized the Défense Department iducome up
with @ new deployment strategy for MX by December 1. He
selected the " ‘dense pacf’ option as the “‘most
promising."? ut he asked Congress to apﬁrove deployment in
srardened silos as a temporary measure.

% Security assistance to other bountries will be beefed
iD. **We do not mean the splashy cases of AWACS, says
eed. “‘We mean $10@,000 for trucks.”” A bigger portion of
the defense dollar will be spent on assistance next year,
says Reed, because it as ‘‘the most cost effective
investment we can make.”’ Congress will be asked to modify
the Clark amendment to ‘“let the President run his own
foreign policy.””

* The current concept of one and one-half cr two and one-
1alf wars will be replaced by é concept of global
ieployment with more money spent on mobility and host
:ation support. New alliances are envisioned.

(MORE)
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Reed saidithe'Nationaiwéecurifiiéﬁtnéil staff'is?

yreparing four addition réports-—one_each‘on polifiéél
;trategy, economic strategy, diplomatic strategy and:
.nformatiqn_§trategy. Most of Reed’s report isvclasgified
;0P secret,.although some parts may be made public.

The summéry statement of Reed’s report repeats a lot of
'hat you’vefalready heard from_ﬁegggg abput Soviet.jfi
;uperiority; But it goes on to sa&;;in Reed “s words—?that
‘“the Soviet’s are not 19 feet tall and they have their = \
‘ulnerabilities.’” =

It notes the Brezhnev era is ending and "‘a watefshed time
s upon us in the Soviet Union.”” It does not speculate on
‘he character of Soviet leadership after Brezhnev.

It predicts that the East-West balance will be altered ty
he erd of the decade and sets as a goal the “‘dissolution
r shrinkage of the Soviet empire.’” But it does not
hreaten agressiocn against the Soviet Union. It says that
he objective‘of U.S. strategy is to convince the Soviet
‘nion to spend more or people and less on defense--""to look
.0 the people more and us less.
Footnote: Reed described the Falklands crisis as "‘a
isaster beyond compare’’ because it pits ope of our allies
ith a nation we would like to be one of our allies and

“there will be a loss of 1life.”"

(END)
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Felxlends. 'Meese confirms that the U.S. is supplying anti-
aircra®t missiles and other military “‘equipment’’ to
Iriteir. The administration within the next week probably
will need to increase the quantity of equipment it is
treviding. Meese refused to be very specific, dbut he said

that some cf the equiopment the British are receiving from

the U.S. is new to the Eritish arsenecl. This

(D

cuipmert is
availatle to the British through NATC but apparently is not
zguipment that the Brits normally employ. "~ “¥e’ve been able

to fulfill all of their requests [for assistance]l,’’ he

Meece cautions against anticivating & British victory
within the next few days. He roirts out that Secretary of
State Faig’s ootimistic projections earlier this week were
rade before the Argentines launched their massive air raids
cgeinst the 3British fleet.

Tescribing himself as en “‘armchair general,’’ Meese savs
he does not expect the Erits to estatlish another beachhead
nrear Stanley, as has been cspeculated. He thinks the British
should move their troops to Stanley by land with cover from
nelicopter gurshivs. ' “Unless the seas are awfully calm, it
mrakes more sense toc move by lani. A beach asseault is the

(MCRE)
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most vulneratle sitvation you can have,””

¥hat heppens after the British heave achieved a militery
victery? Meese offers this worst—-case scenario: The
Lrgentines svffer such an ~ “igrominious’’ defeat that they
refuse to give upn. Instead, they turn to Cuba for
essistance, ardi Cuba then becomes & ~“conduit’’ for Soviet
Mig fighter jets to Argentina, which then mounts another
essault cn the British-fortified Falklands. Meese notes
thet the Soviets moved a rumber of Migs into Cuba eerlier
this vear (the ones in crates on the docks, which the
edministration still refuses to confirm the presence of).

Fut a likelier scenario once the fighting stops, says
veese, is for Fritian to offer to negotiate sovereignty
cver the Fal¥klands. The President is urging Margaret
Ehefcher *“not to beat them [the Argentines] too badly.”’
Meese believes Fritain recognizes the need for restraint
end will not do anything rash such as attacking military ~‘“}
installatiors in Argentina.
epparent tut he simply doesn”t have much influence to
enforce those views. He odbviously opvoses the
recommendation v the NSC that the U.S. and the Soviets
abide by the terms of SALT I and II on &an interim bdasis.
while the STARET negotiations go forward. In Meese’s view,
the U.S, is otserving the terms of SALT on a very selective

A

is. "‘We are contiruing our same tasic ctosture....%e

oy
m
wn

1t

-

eel constrained to observe SALT if future

£
o
3

(MORE)



cevelcoments on our part would conflict with SALT, Ve

rrotably wouldn’t feel constrained not to make a strategic

(=8

ecision simply because it conflicts with SALT.”’

(END)
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The _following comes frem a pre—-summit briefing for_ the

more combative and less predictable than the last one.
‘*“There mey more a little more give and take. It could get
& little bit acerbic.”” Three reasons were cited:
¢id in Ottawe, when four of them--Reagan, Mitterand, Suzuki
end Spadolini--were brend rew.

* The EEC last week cverrode Britain’s objecticns to a
fearm price settlement. ~“Britain has just had a great
rebuff. This is going to make it pretty awkward.”’”’

AR Y

* The Falklends crisis could alter the proceedings. b
there is a major battle, yeu can imagine the effect this

would heve on Mrs. Thatcher.”’’

_Interest RPates. Regan expects a ~ spirited dialcgue”’ on
this subject. Fe sumned up Furcpe’s complaint this way:
*“They think we heve a tizht monetary policy and a loose
fiscel policy.’” Eere is how the U.S. will respond:

¥ You cannot prove there i1s a link between high deficits
and high interest rates. Rezan cites numerous times when
deficits were high and interst rates were low.

¥ The Reagaen administration is trying to reduce the

ceficits, but Dermocrats in Congress are resisting.

(MORE)

* The summit participants know each other better than they
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% Inflatiocn in the G.S., which was No. 1 on the Furopeans’
complaint 1list lest year in Ottawa, is dropping.

* Not all of the countries representeirat the summit can
meake the claim that their deficits are as low as 3 percent
of the Gross Netional Precduct.

#* ““Getting interest rates down in ths U.S. is not a
panecea.’ ”’

% Ard finally, Regan adds: “People who live in glass
houses should not take a bath-—or somthing like that. We’'re
not telling Mitterand that we think nationalization is for
the birds. We’re not telling Marsaret Thatcher that

’

infletion is up in her county.’
abancdoned hope of meking any preogress on this issue in the
formel meetings. But he says it will be discussed ‘‘in
private among heads of state.””

**Our emphasis will be on limitins long—term credits,””
he said. ‘“Let’s face it, we don”t come with clean hanis.
We're still trying to negotiate with them (the Soviets) for
the sale of grain. True, that’s cash and carry. But it’s
not entirely different.””

Ee said the Buckley missicn was " ‘making some headway’’
until the French discovered they have an existineg agreement
vith the Soviets thet will not increase interest rates or
the éown payment recuired fer borrowing money.

ts for credit to the Soviet tloc, Regen saié, ' “there are
many who want to differentiate between countries.”” Right

(MORE)
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row, he said, Hungary is eligible for loens through the
IMF. Romania“s debt is due to be reschduled. And &s for
Pocland, " From a dgfacto point of view, they are in default
right now. They are not getting any new loars, so the
corsequences cf defacto default are there.””

Regan perscnally sees merit in thke argument that the West
cught to offer the Polish people massive amounts of money
in ar effort to lure them into the Western sthere.
willingness tc share its gas resources with Europe. U.S.
officials hope to convince the Europeans to rely on KNorway
instead of building & seccnd pipeline with the Russians.

Regen indicated it”’s tco late to halt the first pipeline.

Foreign Investment. The U.S. will call on all the summit
participants to negotiate a set of rules for controlling
foreign investment just as they control foreign trade under
GATT. ““We knew we won’t settle it here, but you have to

’

start scmewhere,’” said Re

un

all.

subject, Regan said, the other countries are accusing the
Urited States cf edopting a pelicy of ““benign neglect.”’
““How could you ever intervene to meke a strorg doller
week, or a vweak dollar strong?”” asked Rsgan. In fact, he
said, the Reagan administration hes intervened in the
merketl four times—-whenr the President was shot, when marshel
leaw was imposed in Poland, when Sadet was shot and when the
french nationalized several irdustries.

(MORE)
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In response to criticism, the United States will propose
& massive study of intervention.

Mitterand’s idea. In a paper already distributed to the
summit participants, Mitterand is proposing that the U.S.
and the European naticns join together in a cooperative
research and development effort with the objective of
beefing up certain infant industries thet show great trade
potentiel. This proposal is based on a Japanese model.

Pegan did not dismiss this idea cut of hand, as expected.
Pe said there might be room for ccoperation in such fields
as genetics and nuclear power.

Trade. ' "We’re goinz to come down strongz on too much
prctectionism,”’ said Regan, who promptly conceded that the
U.S. has resorted to protectionism to save the sugar and
suto industries. ‘‘But we think we have dore a lot less

Y

protecting than they do.’

N\

Japanese _markets. Regen says there will be

——t N L L e S

‘zreat
disappcintment”’ amonz the summit participants if Japan
feils to prcduce a list of import items eligible for lower
tradé restrictions..

Perscnnel. The Presidert will be accomparied in the
summit sessions by Regen and Eaig, plus cre notetaker—-
either Clark cr Baker. (Meese is cut out.) Regan’s
spokeswemar, Ann McLeaughlin, seays that Rzger will de most
of the briefing of repcrters &t the summit and Eaig will |
teke this responsibility &t the NATO meeting. She adds off

(MORE)
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the summit as long as Jim Baker 4~&s so tco.

(END)
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