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* Chief of Staff James Eaker is very upset by constant 
' 

c r i t i c;~ m f r o rr th e r i g h t w i n g • W i 11 i arr: s on s a y s r i g h t-w i n g 

grou~s fear contritutions will dry up if they attack Beagan 

. directly, so instead they assign their complaints against 

the Fresident to Baker. 

* ~1 hite Bouse officials .bold out little or no hope that 

Eoward Baker and Bob Michel will succeed in their renewed 

Efforts to forge a budget compromise with Speaker C'Neill. 

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

still look for a summit with Brezhnev in October. 

* Cur cabinet government story, say Fuller and Larman, 

''has done more for cabinet government than anything 

else." Meese seems determined to prove the story wrong. 

~E~Er~_Baker sees himself in a no-win situation. Ivery 

tirr.e Feagan does something that upsets the right wing, he 

gets the blame. ·Right now, they are blaming Baker for 

Feagan's offer to increase taxes by $122 billion. 

What tugs Iaker most are . the weekly attacks on him by 

!vans and Novak. The air crackled last night when Novak 

cp~roacbed Iaker. Iaker asked him, ''How come you didn't 

~ rite anything bad about me today?'' Novak replied that he 

( MCRE) 
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actually admires Baker. This was followed cy a stiff 

5ilence that caused everybody to feel unco~fortacle. 

willia~son says that the Fresident understands ~hat Iaker 

is gcing through and provides him with encouragement. Iut 

ethers question how long }aker can held out against it. 

~9FII9~1?s~_Senator Baker tried several times · last night 

to reach Tip C'Neill by telephone to set up another meeting· 

to discuss a possible compromise. Baker seems convinced 

that C'Neill misjudged the Fresident's willinigness to 

co~prornise during their meeting last Wednesday. At the end 

. cf that rneetin€, O'Neill said to Baker, ''Howard, I think 

~e can talk about this some more." 

lut White Bouse officials are skeptical that Iaker's 

efforts will produce anything. They think O'Neill made a 

~urely political decision early last week to steer clear . of 

·any compro~ise with Reagan. Up until that ·point, th~ 

Iemocrats were flexible. Then, suddenly, they became 

i.;nccrq::romising. 

~r§~h~gy~_According to Speakes, White House of£icials do 

not expect Brezhnev to come to New York in June. But the 

Fresident continues to talk about that invitation in order 

to keep bis options open. Reagan's advisers are extremely 

afraid of ceing drav.n into a su~mit under disadvantage. 

Feagan also prefers to emphasize that be is attending the 

tN meeting on disarmament . and Irezhneve is not. 

Speakes says the Washington Pest overstated the case when 

it reported that planning had begun for a summit in 

( MCR:E) 

~ JGI: 
,... 
c. 



STCFY: WFD1 Pl.GI: 

Cctcter. But everyone still is thinking that way. 

~§11n~l~EQY~rnm~£l~_Fuller and tarman say Meese has made 

thi~gs more difficult for them in recent weeks cy trying to 

re-establish Cabinet government. apparetnly in response to 

rry story. Suddenly, the White Rouse is scheduling more 

Cacinet . ~eetings. 

(END) 
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J§1~19DQ2~ 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 

be ~ould offer no specifics on what Secretary of State Haig 

rright do to seize the opportunity. (Meese confessed that he 

bas been out of town much of the week and is not fully up 

to speed on events in the White Rouse.) ''for both sides 

\ar has gotten a lot grirnrner ••• It has lost its romance," 

be says. ''The importance 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 Eritish, he says, 

''badly miscalculated and underestimated'' Argentina's air 

power and thus did not provide air cover for the Sheffield 

destroyer that was lost--a mistake that the ]rits won~t 

repeat. 

~~gg~~~ There is a possibility that Reagan and the Senate 

!udget Committee will reach some agreement on a budget by 

]riday. ~ut Meese says it is also possible that the 

Fresident simply will outline to the Budget Committee new 

rro:posals for a budget that he would support. Although_ the 

~ hite House is talking to the boll weevils, ~ost of the 

·,r,u:; ; ~i;;. 1 t • ~c '!.J .....i !(.• ,_ •'-·"" 
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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 Senate9 then work on getting a 

similar deal in the Rouse. 

]~£QE§§D_2~mm1~~ The economic summit in Paris is likely to 

produce more problems for Reagan than will the NATC 

rreeting, says Meese. Be 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 

~argaret Thatcher against hostile European allies. 

* Iast-West relations. The U.S. still will be seeking 

]uropean cooperation in trade restrictions against the 

Soviets. The Siberian gas pipeline still could be a major 

issue. ''we feel that Iuropean 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 Beagan] yet." 

U.S. interest rates. As always, the Europeans and 

Canadians can be counted on to blame their economic 

froblems on ~ashington. 

* Other likely areas of disagreement with the other 

industrialized po~ers include the Law of the Sea Treaty~ 

steps to reduce trade barriers~ and the NATO modernization 

~lan. 

§!~BT~ The administration working group has presented to 

(MORE) 
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t he Presid ent all of its recommendations on strategy for 

te g inning t he STAPT talks. Beagan is studying the proposals 

tut bas made no decisions, such as how the U.S. will count 

Soviet warheads, how limits would be verified, etc. tl or has 

Beagan reached a decision on a starting date for the 

negotiations or a location, two decisions that will have to 

te ~orked out with Moscow, anyway. Meese left the 

impressi on that Reagan is taking his time in ·preparing for 

the talks, de s pite rumors that the White Hou~e wants to 

announce a starting date s oon to demonstrate the 

Fresident's commitment to nuclear disarmament. Meeset 

always the hardliner, also leaves the impression that he is 

urging Reagan to ~o slow, regardless of the political 

~ressures here and in Europe. 

~!§JhD~Y-~Ymm1~~ Meese asserts with a straight face that 

Beagan still hopes to meet Brezhnev at the UN in June. When 

pressed~ he admits that there is no reason to think 

Erezhnev wil l show up in New York. Meese also stresses that 

Beagan bas made no decision about an October summit with 

Irezbnev in a neutral country. I sense that Meese is not 

too hot on this nroposal, either. 

( END} 

-r: A • E: ... .. 



S'.:'CHY:f'I ESV. OiJ~UE: ~JRT'V - NRP MSG: 
~A:e0 HJ : I r-.J ! : 

re: ~LS. LT' JF' DR' HP' JG. GP. LR. DXF.. DCI. ,JWM' s ~ 
FA, PGH, SXM 

J.iRCM: RAK 

!21~19n92~ Meese seems to agree with the notion that 

Erit~in and Argentina now are ~ore a~enable to a negotiated 

settlement because both sides have suffered casualties, but 

be would offer no specifics on what Secretary of State Faig 

~ight do to seize the opportunity. (~eese confessed that he 

bas been out of town much of the week and is not fully up 

to speed on events in the White Bouse.) ''For toth sides 

~ar has gotten a lot grimmer ••• It has lost its romance~'' 

be says. ''The importance 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 Br itish, he says, 

''tadly miscalculated and underestimatedP' Argentina's air 

fewer and thus did not provide air cover for the Sheffield 

destroyer . that was lost--a mistake that the ]rits won't 

repeat. 

~~gg§~~ There is a possibility that Reagan and the Senate 

Iudget Com~ittee will reach some agreement on a budget by 

]riday. But Meese says it is also possible that the 

President simply wi ll outline to the Budget Committee new 

froposals for a budget that he would support. Although the 

White House is talking to the boll weevils, most of the 

( t" OffE) 
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Fresident 1 s attention is now focused on the Senate. The 

strategy seems to be the same as last year--get the best 

deal possible fro~ the Senate 0 then work on getting a 

si~ilar deal in the House. 

Iuropean summit. The economic summit in Paris is likelv to ---- --- --------- . 
produce more problems for Reagan than will the NATC 

~eeting, says Meese. Re cites these FOtential 

disagreements: 

* The lalklands. Meese suggests tbat with the EEC's 

support for Britain diminishing, the U.S. may go to the 

summit in June with the added responsibility of defending 

~argaret Thatcher against hostile European allies. 

* last-West relations. The U.S. still will be seeking 

European cooperation in trade restricti ons against the 

Soviets. The Siberian gas pipeline still could be a major 

issue. ''We feel that European participation in the 

fipeline is not a good idea. ~hether we will try to exert 

our leverage to get them to pull out is another matter that 

hasn't been decided [by Reaganl yet." 

U.S . interest rates. As always, the Europeans and 

Canadians can oe counted on to blame their economic 

problems on ~ashington. 

* Cther 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 

~lan. 

START. The administration working group has presented to -- ----
(~ORE) 
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the President all of its recom~endations on strategy for 

beginning the ST ART talks. Beagan is studying the proposals 

but has made no decisions, such as how the U.S. will count 

Soviet warheads, how limits would be verified, etc. Nor has 

Beagan reached a decision on a starting dat e for the 

negotiations or a locationf two decisions that will have to 

be worked out with Moscow, anyway. Meese left the 

impression that Reagan is taking his time in nrepar1ng for 

the talks, despite rumors that the White House wants to 

announce a starting date soon to demonstrate the 

President's commitment to nuclear disarmament. Meese~ 

always the hardliner, also leaves the impression that he is 

urging Beagan to go slow , regardless of the political 

Fressures here and in Europe. 

~r~~hllfY_2gmm11~ Meese asserts with a straight face that 

Feagan still hopes to meet 3rezhnev at the UN in June. When 

pressed, he admits that there is no reason to think 

Irezbnev will sho w up in New York. Meese also stresses that 

Eeagan has made no decision about an October sum~it with 

Erezbnev in a neutral country. I sense that Meese is not 

too hot on this proposal, either. 

( END) 
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~ Reagan's advisers are enccuraged by polls showing that 

very few reople are paying attention to the budget 

negctiaticns. 

~ Reagan has decided that he can no longer leave the 

sccial issues en the back burner. 

* 'Ibe *bite Bouse has rrade a concerted effort to · reprimand · 

cabinet officers ~ho speak out in opposition to the 

Fresident's views. 

• A Eig Three shakeup is expected at the end of 1982. 

*Right wing groups attack . James Eaker because they ''are 

net acc~stc~ed to having anything but an adversarial or 

minority role.~' 

~£fl~1_l~~yg~~-Iuller says tbe - ~hite · Eous~ has decided to 

tackle tbe social issues now because the President felt 

u~der rressure to keep bis campaign promises. Abortion may 

re~ain on tbe tack burner, however. ''We may not deal with 

that one this year," he said. 

Fuller says the Fresident supported the vcting rights 

cc~1rcrrise tecause be does not enjoy being rortrayed as a 

racist. ''The Fresident has very strong feelings about bow 

be bas been rrisperceived on black issues,'' says Fuller • 

. "TherE is a strong feeling that we've got to have a clear 

rclicy on this one." 

( t-'·ORE) 
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, .. 
Fuller rointed out that the Justice ~epartment wrote two 

letters to Congress on Thursday outlining Reagan's ~osition 

en a Senate-Fassed busing bill and efforts by the Congress 

tc li~it tbe jurisdiction of the Supreme Court. The 

ad~inistrations supports the busing provision, but opposes 

effcrts tc restrict the court. 

White Bouse officials also are trying to think up a good 

way for the President to ~ark the final defeat of · the Equal 

Rights Arrendment. No decision yet. · 

~y~g~l~_''cur ~olls show tbat most people don't even know 

these discussicns are going on," says Fuller. ~'People do 

net view bim as stubborn. _One of the best things Ronald 

Reagan bas going for him iS consistency. The ~ublic's 

attitude is for~ed by important events such as a breakdown 

ir tal~s er a comtromise w·itb · the Senate leadership. But 

negctiaticns are net following by people outside of 

Washington." 

Reagan bas tcld Fuller that be believes that must ·provide 

visi1le leadershi~ in these negotiations. ''To walk away 

frorr tbe table and walk away from the leadership 

resrcnsitility would be most damaging in terms of the 

financial ~arkets," says Tuller. 

The Fresident bas already enlisted some Democratic 

suprcrt fer the new budget plan. Hopes for a bipartisan 

budget are bigb. ''A substantial number of Lemocrats and 

Republicans feel there's too rruch at stake with our economy 

net shewing the signs of a recovery that we had hoped · for 

(MOP.I) 
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rict to work on a co~pro~ise," .be said. 

Iuring tudget talks with the Democratic leadership, 

Fuller ~a5 one of several White Bouse aides--including Baker-­

wbo refused to talk to reporters. ''It was useful in 

negotictions for us to be able to say that all of the 

stcries atout this were coming off of the Bill," says 

Tuller. ''I knew it seems odd that something like this 

would give you more leverage in bargaining." 

~if~gr!~e~_Tbere has been an effort to clamp down en · 

leaks--particularly from ad~inistration officials who 

disagree ~ith the Fresident's policies • . ''We've been 

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

call presidential appointees · in the departrr.ents and tell 

tberr., . 'we are very disappointed with you on this.'' 

Ee says a leak about new sugar quotas cost the government 

rrillions cf d~llars. 

~§~£r §Dg_1gg_B~gn1-~!gg~_''Be things . these attacks are 

unfair,'' says Fuller. ~':But it's a flash of anger. It 

ccmes and leaves just as fast. 

''~bat I'd like to say to these people· is to · go back t~ 

the late 1970s. If anybody in the conservative rr:ovement 

cculd bave written out what they hoped might happen in tbis 

country and corr.pared it to what we've accorr.~lished, it 

wculd be a favoratle comparison. The ~roblem is that 

ccnservatives are not accustomed to being in power. They 

are not accustcrned to having anything but an adversarial or 

~inority role. But I could make the argument that 

{MORE) 
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ccnservatives would accomrlisb far less without Jim Eaker 

in the Wbite Beuse. Tbere are those who are going to argue 

that tbis tax increase and the budget coroprorrise were 

ca~sed by jirn Eaker. Eut he couldn't have operated in a 

r:ore arpropriate rranner." 

Fuller says Eaker learned his lesson last August when be 

get cut tee far in front of the President on defense cuts • 

. ''There bes been ncne of that public psotitioning this 

t ·irr:e.'' 

Reagan gives ]aker ''a great deal of support." Even Jim 

W~tt ex~ressed arrreciation for Baker's role in the budget 

talks ~hen the cabinet met last week. 

· __ Iuller does not think that the right wing will drive 

Baker cut of the White Bouse. Eut it's possible that Baker 

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

1682--''scrnetirre after the electicn •. '' · 

(FNt) 
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May 7, 1982 

FROM: RAK - White House 

MLS, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, sJ'~ , ~~~ PA, PGH, TO: 

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 
'ovv~ 

to get this economy back in busines~and it's in their [the 

Democrats'] hands ..• They're being obstructionist/now." 

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 Securit~ and the 

Democrats in Congress who are saying that know better." 



j 

Page - 2 

Regarding Social Security, Reagan apparently wrs 

referring to the fact that no one has proposed actual cut~ 

only cuts in the rate of increase in Social Security 

benefits adjusted for inflation. 

(END FILE -- rw) 
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_Fresident heagan will make at least one more majcr speech 

c~ tbe sutject of nuclear disarmament before he goes to 

Iurore next month, according to White Bouse officials. 

__ Eis speech at Eureka College on Sunday was the beginning 

cf a carefully planned ca~paign to anticipate the criticism 

be will encounter in Europe. Eis two main themes are to 

call fer nuclear ar~s reduction and lower interest rates. 

Details of Reagan's next speech on arms control are 

sketchy. ]ud McFarlane of the National Security Council 

staff says that the speech probably will just elaborate en 

the rropcsal outlined at Eureka. Where this speech will be 

delivered bas not yet been decided, b~t he might save it 

fer bis trir tc California shortly before going to Europe. 

__ Reagan rlans to make several statrnents on the subject cf 

itterest rates. Eis remarks will ecbo Treasury Secretary 

Lonald Regan's statement ·at the OICD meeting in Paris that 

the ad~inistration expects interest rates to start falling 

ty tbe end of summer. Reagan bas said several times lately 

tbat he sees ''no reason'' for interest rates to be so high 

with inflation falling. Re's holding a series of meetings 

~ith business leaders, bakers, money market fund managers 

and financial consultants this ~eek to ''jawcone'' on 

i~terest rates. 

§~~Bl~-~o matter what the ~ew Tork Times says, there is 

( fV:ORE) 



still so rr e questicn ~bether Reagan's new arms reduction 

1rcgrc~ rerresents a genuine change in the President's 

tbir kirg en the su1ject. Some White Eouse officials view 

this FrOFCSal rri~arily as a tactic for uealing with the 

~uclear freeze movement. Certainly the White Bouse acted 

~ith uncharacteristic speed in announcing the rroposal once 

it get to the Fresident's desk. Sources say Reagan received 

the rroposal fro~ his interagency task force less than two 

~eeks ago. Seldom are issues of this magnitude dealt with 

so q~ickly in the P.eagan ~bite Bouse. For ~onths, according 

tc cides, Reagan planned to use the Eureka commencement to 

~eke a speech en the subject of arms control. But not until 

late lest week did they know that the speech would contain 

tbe details of the START proposal. White Bouse officials 

are boring that this ~roposal will be a setback for the 

arti-ntclear demonstrators awaiting Reagan in Europe. 

"Like Reagan's ''zerc ortion'' proposal in the T~F talks, 

tis S!AR! proposal calls on the Soviets to dis~antle 

existing •eapons in exchange for a promise that the U.S. we 

will net rrcduce new cne~. McFarlane says the incentive we 

are cff ering the Soviets is our promise to restrain 

develcr~ent of the Trident II and cruise missles-~''some 

restraints they are gcing to find very appealing." 

The issue of verification ~as not mentioned in the 

official triefings prior to Reagan's Eureka speech. Eut 

~crarlane says the U.S. ~ill seek to improve verification. 

''~hen we get to the table," he said, ''there is going to 

(MORE) 



be a need to go teyond national technical 
, , 

means. 

~ciarlane was anxious to defend Reagan against critics 

ftbo say tbat tbe ad~inistration's proposal should have 

fccused en throw weight. Ee said there is ''no question'' 

ttat tbe Soviets would have a ''significant'' threw ~eight 

advantage over the U.S. at tbe end of Reagan's proposed 

Fhase I. Eut he insisted that the President did not ignore 

ttrcw ~eight in fashioning his proposal. Ee said Reagan 

rejected several options because they would not have 

FrOQUced sufficient reductions in throw weight. 

f[§~~~~~~-In the crush of news about nuclear arms 

ccntrolt ~any reporters overlooked one interesting aspect 

of tbe SFeech at Eureka. For tbe first timet Reagan 

cccfir~ed that he too is expecting a change of command at 

the Kremlin. ''We are now approaching an extre~ely 

irrpcrtant rhase in East-West relations as the current 

Scviet leadership is succeeded by a ne~ generation," he 

said. Be previously has declined to comment on this 

subject. Beagan also backed do~n on his challenge to 

Erezbnev to co~e to the United Nations in June. ''I have 

already expressed c~n desire to meet with President 

Irezbnev in Ne~ York next month," be said. ''If this 

cannot be done, I would hope we could arrange a future 

reeting where 1ositive results can be anticipated." 

_r~§g§n_sng_£!§~~2~_P.eagan is making a strenuous effort to 

ccunter tbe irn1ressicn that be is a racist. Eut so fart bis 

effcrts have produced only mixed results. 

(MORE) 



On ~cnday, he s1ent nE2rly an hour fielding questions 

ire~ rlEck stude~ts at a rarochial school en Chicago's test 

Side, ~rcvidence St. Mel's Eigb School. Ee also called 

Sugar Fay leonart on the telephone. 

Ee ~ent tc the tlack school rrimarily because he was 

criticized fer unveiling jos tuition tax credit proposal at 

an all-white parochial school in Chicago. 

Eis }erfcrrnance at the school was masterful. Reagan sat 

en a metal stocl in the middle of a tare stage and used a 

lapel r.ike--si~ilar to the way Ji~my Carter used to conduct 

bis to~n ~eetings. Ee appeared very comfortable in this 

setting. Eis timing was perfect and he used his hands 

reautifully. It was a professional performance. 

Many of Reagan's answers also -ere perfectly crafted for 

tbe audier.ce. Eis explanation of the budget was simple and 

easy to understand. Eis remarks on gun control--''I don't 

~elieve that taking guns away from honest people is going 

tc keeI cri~inals from getting them''--drew applause. 

Asked why the U.S. supports dictatorships, Reagan 'get an 

arproving response when h~ replied . ''Let us befriend them 

and then quietly behind the scenes convince the~ there is a 

tetter way." And be hit bis stride at the end ~hen he tcld 

tbe students to ''check me out'' on his facts. ''Don't be 

tbe sucker generation," be told them. 

But en torics involving race, Reagan ran into trouble. 

Ee tcld a long, involved stcry about an heroic captain in 

Vietnar.. At the end, he said: ''And I just thought that you 

(MOP.E) 



~igbt like to know that that captain was black.'' The 

recctic~ ~as negative. The audience knew it was being 

~atrcnized. Iut he persisted: ''I think it exe~plifies ~bat 

sc r.any of us drearr. today that what lingering separations 

tbere are ~bat lingering divisions betwe~n our people--and 

sure, there are rednecks and bigots and there are people 

that are rrejudiced on all sides and for every reason, 

reli€icn and everything else--but I think there was an 

exarr.rle cf ~hat real America can be." 

Iven ~orse was bis explanation of why he tried to restore 

tax EJ.E~Ftions to schools accused of discrimination. Ee 

said he was told that the Internal Revenue was harassing 

these scbcols. ''I didn't know there were any court cases 

pending,'' he said . . ''I was under the impression that the 

~robler. of segregated schools bad been settled. All I 

~anted ~as that these tax collectors stop threatening 

scbccls that were obeying the law." 

Reagan futher co~pounded his problems with blacks wten he 

was asked in a meeting with ~id~est editors about Martin 

Luther King's tirtbday. Making King's birthday a naticnal 

hcliday, he said, would only o~en the door to demands for 

~ore ethnic holidays. ''We could have an awful lot of 

bclidays if we move down that road." 

To prove that he is not racist, Reagan often tells a 

story cf bo~ he befriended a black player on his college 

fcotrall team. At bis reunion in Eureka on Sunday, 

re~crters interviewed a black ~an who played on the same 

(~CP.I) 



tearr ~itb Eeagan. Re reffie~ebers no such incident. Ee said. 

tbat Reagan avoided black people like everyone else. ''Ee 

like rrcst ~bites of that time," says ~alonzo Smith, 

71, a }aitist ~inister. ''Ee didn't want to ~e shunned--shut 

cff ty tis peers. !here's some of that up tc this day. If 

you're too friendly toward blacks your ostracized." 

I~rg~~-~£11~g~~-Feagan obviously enjcyed his trip to 

Eureka. !be school is in an extremely rural setting, 

causing Feagan to note--as he often does--that ~'there is a 

real difference bet~een the real world and what's on the 

other side of the Foto~ac." Most of the people at Eureka 

seerr.ed unaffected by having the President of the United 

States in their midst. The new graduates kissed and hugged 

the F.eagans as if they were old friends. Reagan's former 

class~ates called bi~ . ''Dutch." In this setting, Reagan 

droired bis own guard. Ee confessed that he was a C student 

ard added, . ''Even now, I wonder what I might have 

acoorr.plisbed if I'd studied harder." He also told a very 

err.barassing story about hirnself--how he had an opportunity 

to run for a tcucb~own i~ a big game, but didn't do it 

because be was too tired and his team was one point ahead. 

last year, _Reagan declined an opportunity to make a 

ne~s~crtby speech at the ~otre Dame commencement. At the 

time he said he thcugbt that commencement Sieecbes should 

be geared to tbe students, not to the television audience. 

]ut be clearly wanted to make an historic s~eech at Eureka, 

ctvicusly to enhance the Frestige of his alma mater. Re 

(MORE) 



recalled that Winston Churchill coined the term ''iron 

curtci~'' in a s~eech at a s~all college in ~issouri. 

fs§g~g_J£1~~~-F.eagan spent a lot of time talking off the 

cuff in Illinois. As usual, his remarks included many 

''facts'' his aides could not substantiate. A~ong them: 

* Studies show that it ~ould cost 7.7 million dollars if 

the Icy Sccuts of America ~ere run by the government. 

* Tbe Supre~e Court decision banning school prayer has 

rrorr.rted rr.any districts to outlaw Santa Claus in their 

schocl~. 

(E~t) 
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· ~!DJ~~gg!!.I~~ : Duberstein is confident that Reagan again 

will ~in the support . of most boll weevils in the House 

budget battle. The Democratic plan put forth by Budget 

Committee Chairman Jones 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 far). ''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 th~t Democratic i liberals are not 

sati$fied with the : Jones budget. The House . Democratic 

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 corner • . Reagan called 

Representative . Phil Gramm today an4 p~aised the alternative 

budget that the boll weevils have been .drawing up. Key 

elements · of the boll weevil alternative could be 

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 Ov.:al 

Off' ice soon. The . "'bipartisan'' plan ·. for .the Hous·e probably 

will be ''fairly close'' to ·the budget approved by the 

Senate Budget Committee. 

~lP~l~ffiQlh~~ Duberstein is not willing, however, to 

predict that · Reagan will prevail · over the House ·Democratic 

bi 11. ·He is especially concerned that the White House will 

have trouble hol4ing the moderate ,Republicans in ; line. 

~~2.!~1-§~2.Y!.L!l~ Duberstein concedes that .·Reagan is .· very 

vulnerable now that the· Republicans alone are · espousing 

Social Security cutbacks. ·To combat his image as the man 

who wants t~ cut Soci~l Security, ·Reagan will continue to 

remind the pub1ic that ·Sotial Security recipients will get 

a 7.4 percent hike on : July 1. ·He ·also will stress the need 

for action to keep the system sol.vent 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 poli ing evidence'' 

. that ~or~ers who pay into the system are growing more 

resentful about higher taxes and . the increased danger of 

(MORE) 

. PAGE: 2 



STORY: . DUBER ST 

insolvency. 

T1' 0 'Neil . and . Robert ·- 13' rd. ·The - President accused his 
--~--------------------l---

opponents : on Capitol Hill of being .demagogues, ·says 

Duberstein, because of attacks·: l~st week by O~N~il and 

"By-rd.. ;· Duberstein -complains that the ,recent :· Democratic 

attacks · on ·Reagan have been · "beyond the .- bounds'' ,_ of 

decency. O'Neil's _comment that ; Reagan is ~rying to ''rape -

senior citizens,'' -says Duberstein, _ ''turned my stomach."'.~ 

"Byrd made ~im1lar comments on the Senate floor -last week, · 

:prompting _some · Repub_l ican senators to vow they would · be · 

willi~g to go to West Vitginia to _ camp•ig~ for .Byrd's 

RepubJican opponent t _his fall. The partisan rhetoric _will 

only get hotter in the days ahead. -

(END) 
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discussion 

e alklands c 1 is was a p inci~al t pie of 

een Reagan and razili n Preside t 

Figu iredo a he 'hite Pous tod y but Assistant <;ecretar 

of State Thom c; f ders, who held a backgro•tnd-on... brief in 

afterward, dFclined to i~cl Sf' any details. e dodged ~ 

question a out · Pther Fea n asked Figueiredo o use his 

influence with Ar entina in n effo t to ease the risis. 

i ue·rPdo exure~sed his sup~ort or T Psolution 502 and 

a d for the ~ediation effo ts of ~ecre ary 1eneral Perez 

e Cuellar. ea~an and the ~:azilian lea er agreed that the 

]al la d disnute should b rPsolved i a a that leave~ 

neither si e 'victor or dPfeated'' and that take into 

account th legi i~a e clai s of both par i~s. (E ders 

diplomat·cally r erred to the isl nds simultaneously as 

the ~alvina and the Falklands.) 

On bilater~1 ,.,,atters, Figue r do co ,plainP a'bout the 

recent ti teni 0 u. . i rrro o t quot s on sugar. ea gan, 

in resp on e' said t at t P sugar price-support sy te wa 

adopt d b on T' SS without administration backi ' a d 

that hi le the ne quotas restrict U.S. i'Tlports, they al 0 

cost t e p ice of imported sugar. 

Social ecuritv. o~ 
--------------~-

t ob Michel ha~ rP udiated the 

( OFF) 
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Social Secur t cuts supported b Rea~an 1~ he. ~ena e, the 

h" e ouse asserts th t ,an ma support one bu e in 

be enate, nothPr bud e in t~P Rouse {one without Socia 

ecurity cute;) d e a third ~udget in a joint conference 

co~mittee. ~t today's e ular briefin , ~arry p akes said 

Reagan support the SS cut ontained D the Sen te B et 

Committee nl n' u he doesn't necessarily el ie ve he 

Eo se should don tliose cuts. _n short, t Pr sident .. s 

tr in to hav it ot ways. 

(1"~D} 
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* White House strategists hope that GOP ~embers of the 

Senate Budget Committee will soon recongize the political 

benefit in abandoning their proposal to cut 40 billion 

dollars out of Social Security. 

* 'Iwenty toll weevils are committed to vote for the 

Fresident's budget proposal. At least 5 gyrsy moths will 

vote against it--including Representatives Green · of ~ew 

York, 'Iauke and Leach of Iowa and Clinger of Pennsylvania. 

* ICA Lirector Wick is a ''loose cannon'' who is 

t 1 ki '' d , , ccns ant y ma ng . . en runs to ask the President for 

~ere mcney for bis agency. 

* Expect a top-level shakeup at White House afte~ the 

electicn. ]aker refuses to speculate on details. 

* Neither the Fresident nor his aides have taken any 

action as a result of recent stories about Smith, Donovan 

or Wick, but they are investigating alleged improper 

conduct by VA Iirector Nirr.mo. 

I~f§9PE~!~_Nobody except Energy Secretary Fdwards--not 

even David Stockman--is expected to leave the administration 

prier to the Noverr.ter election. Edwards has not yet 

tendered bis resignation, but Baker thinks he will take the 

jcb in So~tb Carolina. 

(MORE) 
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Eaker declines to talk about his own plans or his 

e1~ectaticns fer Deaver, Meese and Clark. He says he once 

tried to get Deaver to become press secretary. But he also 

denies rumors cf an impending shakeup in the press office. 

Meese is suffering from a bad back, but will return to work 

on Mcnday wearing a _ ''girdle'' and a brace. He may have to 

undergc disc surgery. Baker now seems lukewarm on Clark, 

wborr be originally praised. Perhaps Baker sees Clark as 

competition. 

Baker dismisses Smith's investments as not illegal. Yet he 

notes that Smith m~st be getting an enormous income from 

his blind trust if he has that much money to invest out of 

his rocket. (Baker's holdings also are in a blind trust.) 

Criginally, Baker though the Lonovan problem was not 

reflecting poorly on the Fresident. Now he . thinks that it 

is causing ~roblems fer Reagan. But the White House will 

net totch the Loncvan matter until the special prosecutor 

is finished. 

Wick come to the White House about every two months with 

another sup~lemental budget request, according to Baker. On 

one occasion, Wick arranged for himself or one of his aides 

tc attend the Iresident's daily national security briefing. 

He then astonished Bill Clark by making a pitch for his 

budget request in the midst of the national security 

briefing. 

Nirr~o aiparently has violated the President's ban on 

decorating and use of official vehicles, according to 

(MORE) 
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Baker. An investigation is underway. 

~o action will be taken against the new rr.an at KIH who 

s~oke out in favor of abortion. Baker said he made it clear 

he was sreaking for himself and pledged tc carry qur 

adrr.inistration policy. 

~~Qgs!_§jf§!sgi~_Reagan would like tc abandon the 40 

billion dollar Social Security cut for obvious political 

reasons. Baker say~ it was forced on him by Republicans on 

the Senate ]udget Committee, many of whom were originally 

demanding a freeze on Social Security cost of living 

increases. Thus he's hoping these people will see the error 

cf their ways in a political year. But Reagan cannot back 

off the idea unless the Senate GOF leadership does. 

The White Bouse has high hopes of winning this battle. 

lbey hope to engineer a negative · vote in the House on 

Jones's budget. 

(ENE) 
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~1~B1~ 1hP Pres1dent will propose to the Soviets that 

ballistic missil s ( s co pared tow rheads) be reduced o 

cnP-half t~e ~urrent number o~ U.S. mi~silPs. In his Eureka 

sneech, Reaga said only that he would SPek 'si~nificant'' 

reductions in the number of ~issiles. (Fe also has proposed 

that arbead~ on both sides be reduced by one-third--to 

abo t 5,000.) 

~cFarlane refused to be pinned down on ow big of a 

reduction Bea~an will ~rooo~e in throw wei ht, but he 

hinted that oni=>-h lf of cu rP.n t U .s. throw weight l'lli ,ht be 

a reasonable tareet. 

lnj§£1~~ GPr en anrt ~cFarlanP stress that the President is 

un~averin in his onposition to ~AL~ II--even th ugh the 

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

not think the calls ~or revtval of SALT II ~ill creat 

ma 'or probl ms for the administration vis a vis ~oscow or 

the Iu~one n allies, but he concedes that SALT II as an 

interim treaty is ''a appealin, concept.'' mhe drawback, 

says McFarlanP, is that delaying START to ratify a 

'fatally flawe '' S LT II would waste time that should be 

spent trying to achiP e actual reductions. 

(MORE 
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Nevertheless, Rea~ n ill nrouo e that, during the ti~e 

the START alk are in orogress, both the U.S. and the 

Soviet 1nion observe the ter~ of S lT I and SAL~ II. hese 

'collateral restraints'' may include some other minor 

conditions but ~cFarlane does not expect the interim tPrms 

to go beyond SALT in any significant way. Of course, the 

U.S. ~ould only honor SAL~ I and II as long as thP Soviets 

exe cise he same restraint. 

§gyjf~-r~2PQDa~~ The White ouse ha~ received no respo~se 

from ]~ezhnev to the P eside t's ersonal letter outlining 

his STABT proposal. McFarlane says the oviets have not ye 

had time to formulate a ''consi~ered resuonse'' to the c.s. 
plan. Re also discounts the 7 re~lin's nublic criticism of 

thP Reagan pan. The early Sovi-t response ''has been 

ithout benPfit of thorough nalysis ,'' savs McFarlane. He 

notP.s that the Sovi s have not rejected the concept of 

deep reductions . 

Among the Euro~ean allies, the response to Re~~an's 

proposal 'has been an e~pression of broad support and 

enthusias ,'' says ~cFarlane. The Chinese ''have offered o 

com ent." 

(McFarlane also as·erts that George Eush's mission to 

Peking 'was a verv constructive visit, a useful 

confir~ation by the Vice President of just how the 

Fresident views our relationshi~ •• • The Chinese welcomed 

that . " Reagan has asked ~ush for a detailed briefing as 

s oon as he re urns to Washin t n.) 

(MORE) 
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T~l~ T p TN al s ill go on con urr ntly ~ith the TAFT 

negotia ions, u crarlane doP not ores e the tim w. n 

the two tal s will be merged i an omni us a reement. ''~hp 

two [sets of talks] ~ust be c nsistent ••• bu neither 

~resents an 1~ di~Pnt to urogress in th oth '' 

jy~gfl~ RPARan will continue to stress his support for the 

40 billion in Social Security savings contained in the 

Senate bud~ t nd at the same time try to sidest 0 p t e 

issue of Social Security cuts in the ouse. ' e have to 

hold our coalition in the S na ~ and get our budget throu h 

the enate and at th sa e ti~ try not to antagonize our 

friends in th Bouse," says Gergen. The bite Fuse 

strateey is to avotd making any deals ·ith tbe boll w evils 

or ther in t e House until th Senate ha~ passed its 

version of t e udget. Re gan opposes making SS off-

ud et item, but h ·ill try ot to take a position on 

this. o avoid ~ak ng matters more difficult for House 

Eeuublicans. 

~1fh~1~ n rgen concede t at Representa ive Eob ~i hel's 

sudden opposition to SS cuts was du in part to poor 

handling f thin s by t e White Fouse. Michel wa otivated 

in part by resen m nt over Reagan ma in a quick budge 

deal with Se ato oMe ici without co sultlng the Touse 

Republican leade hi • ~ichel also as unhapp that Rea an 

approached the bo 1 

the Presid nt a 

eevils in a way that made it app ar 

oin~ around the House G P leaders. 

yg~g~ Ger e predicts th t e an will veto the 

{v.o E) 
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suppleme. tal annropr1at1o ~ bill t~a includes monev fo 

ho e ~ rt p,e u s1die t b 11 out the ho sing in ustry. 

There a ne di p, i Con ress, s ys Ger en, five r si 

other ~eas1res co tin 0 billion dollars to ail out 

va ious 1 d ~ries--lendi:v~ ins itutions, tc. ' They're 

lined up like a t i ''behind the mort a P- ubsidy bill. 

Be ga:v has to e ons rate he won't allow bail uts. If you 

s art goin~ o n at tra k, h re's not end to it." 

J§~9Q_Jng~ Re~ an mad 

in his talks th s 1e k 

irtuall no progress, says er en, 

h bankers and other mone men. 

The bite Po c; eceivPd no pl dges to lower interest rates 

and no one xnects fi ncial leaders to do so volu taril . 

!§!~!9ng_~ c arl ne was ne simis ic about the U~ 

negotiatio s ut s id Rea an has iven hi full s o t to 

Perez de Cu llar nd is ~eeping in close touch ith 1 ondon 

and Bueno ires. ' 'Th re are c;till importan rPa s of 

disagree e • • • [although] ~ome difference have been 

narro 1ed." He dod ed a question about n •military ctions 

y Brit in and/or A entina, saying only that 'bo h sides 

have a very so er un e standin of the stakes." 

Britain a 0 et ask d th U.S. for any aid hat ould 

''depart ro , ex· sting agree'Tlents,'' sa s cFarlane, ut he 

stressed th t ea a has nromised to be ''sy~~a hetic'' o 

any Fri sh re uest for ateriel sup or • 

]~ 2I!~_f2~ G r n exnects Fner y ecr tary Fdwards to b 

gone soon af Pr Ju y 

outb Carolina. Raymon 

's ot an attractive offer'' 

onovan is no e pecte to de art 

(MORE) 
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~hil th inv sti atio into his past is in progress but 

Gergen onde s loud whether anybody will want onova 

around after the i vestigation is concluded, regardless of 

the outco~e. (Rem mb r ichard llen's ate.) ~u Gergen 

also savs that t e onovar. pro e ''is not a bi i sue 

aroun here." Att rnev General Smit is 1 no danger of 

losing his i t becaus of his con roversial ax s elt r. 

Be gan' perc;onal reaction to mith wac; a mild one. Fe 

"did not se.y [the tax sheltP 1 was dumb at all," sayc; 

G 
,, 

ergen. Smith is 0 o on TV ,his ~e kend, with t e 

ble sin of t e Prec;1dent, o d fend his inve tm nt. Nor is 

Ch les Wick in an t ouble 1th the bite Hou , but 

ergen concedes w ly ha ick's habits ''ma~e good 

copy. 
, , 

~EQrtiQ~~ he I official who said publicly that he 

personally bel·eves women should have the right of choice 

re a din.is o tion will not lo e hi job. In fact, Ger e 

sa s, he ad~inistra ion--including the President if 

necessary--wi l def~nd t e official's ight to his personal 

views. e're taking a lot of heat fro~ the ri ht, ut 

he's di ing ished guy," says er en. 

(F D) 
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~·~!1r6-:~:::t:BJ!!!~~{']aker ·· 1s ·' edgy ·about · reports that · he wants 

to ":· 'l~av·e ~:the_·-_adtnint~· tratiori-~even ·though he has _ encouraged 

such'_': s-p:t!cura·t ·ron -i-n ··:·th'e·· past~- -I sense · that -:Baker · perceive$·. . .. . . . . - · -· . . . ' ' . .. ... . . . . 

llilltarn ·c·lark,··a.s :!·a ., t ·h·rea't ; -: or " at·'. · le~st· --'.Baker · is gr·owing··· 
. .. . . ····· . -· -·- . . 

ch1ef· '-or···staf'f · -·s-orrred.ay.; ·· · . ·:· . 

- · _ - · :eak'er' T~:· ·sa·--eager ' to ·put ·_to:· rest : rumors ··.ot his · departure 

th.at asked '"that '• hts ' comments about his - future plans ··be ; on . . 
. . . ~ . . . . . . 

·the ·r ·eeol-d :; · ·tns tea·d · or · on '· background-•his · customary way·r ·of ·· 

talk1ng :to ' rejiorters '~ -Re nov ·'disavows ever suggesting· that · -

he · m1ght ' want . to ~ leave~ the White ' House ~fter - only tvo~tears 

or ··tliat · he . migh't ~ like . io be attorney genera 1 ~ 

· · :· Says · : ·E'ake'r~ __ ,_.'I_'_'!rri: _going-. to do · vha t the -Pres id en t wants· me · · 

to . cl'o; · · 1r~· 11e ··want"s' ·me · to · do . this job ·for the rest of thts 
-· ·- - -· · - . ·- . -· . . . ··- .. .. . . 

t ·er·n;::,-and::·.' r'ight··· int<r'-· the ·. sec .ond · [t.erm] ~- that's ·what I-~lr do• · 
- . --. ~ . . . ... ·. 

r ·ha1'e'' ifo ::·t-ime ' l"imit ·[on ·1eavi·?lg] • I -'11 serve- at his .. 
. .. .. . 

:p_ l~as·u're~ ~ -. -_-.This ·, rs _ ' a fascinating job in which· you're ·part 

of histor; ·.~' --~aker ' scotfs · at rum·ors' that ·he wants ·to " --
. . ·- - - · -- . .. .. . - ... 

· ret·urif°" 't 'o '·Texa's ·· to ·, ·maJte · ·nt1>ney~ : ' po1nting out · that ·he already 

has _· maue·-' a :',lot: '_ of' :"_mon·ey' as :a , la'!yer : for a · ''blue-ribbon''" 

Bous·-i·oJf firm • (-and · ' 1s ·'h~1·r· to · a :family fortune, · to tr) ·.- Would 

he "· eve·r· · ~se·ex -- pol0ft'iea1·: off ice ·' again? ·: ' ·'1-- have ·absolutely ·no 

.... . . .-·· . . (MORE) 

. . 



p~l1tical ambitions. I can1 look yeu' in the eye and tell ' rou 

I've done ' that · before, · to~.'' -
· - · "· •• ••• • , 4' .. · - - · - - · - · ··-· · ---- - - · · 

_ .. · -_ --J~~if~Bi:!nf·!.·~nifrii "~ t ta~ks _·: on~·:sak·er ·from· conservat 1 ves 

hav~ · :· tapered ·,:jc)'ff ·-a ·'bit "1n" the · past few weeks. He' d oes "not · 

se ·enl'~ _a·s· ~ dere~_si'v'e· - ·about': 'the "right . wingers as 'he · once . was. 
They __ ._ have ~·good"-~ ·'econ~_mic · reasons·'' to "·at tack" him·, ·he ~ says. 

It · k~ep's ·'u .j;;' their· lists · of ·subscrfbers and con-t·ri but·ors. · 
. .. . - - . - . - - .. - -- -- - . 

ch_~rge·' ~re · ~-wt tl~~ : is ·pa tent 1y · ridictilous-~tha t r isolate ' the 

Pre·s 1ae·nt .~ a?rd"'~~ ·'wi' ~ ifo · t= · · cons·erva tfve: -~~· .Go · look · at some"· of my 

· ad·s·:. -vh·en~-_ -r ~·r'a·n -· 'for· ·a·t-torn·et ·general- of · Texas. · I'm · very 

co~s~rvative ' oi· the' issues~'' 

··:: 'Baker·~ v·s:'._,Me~~~- ~!aker ·was -chari ta·ble ·to Mee·se , .. ·passing· up 
.. - ··- ----------::.. . --- -- . . . . 

· in.fl'1ten·ce ·"than·; Mee·se9 ·he ·says," it's only b_ecause ''I ·do 
-~ • .£.. - - • 

the· ?1thi"t-e~-,.B.ou ·s-'e.,.;:~· '-'· · H·e :,·gets : along-· well ··vi th' the ·.· President, · 
. .. . . . : 

sa1s ·" ·] ·ak:er ~ :b~eeaus ·e0'·be - tells · Beagan· vhat he thinks and 

Reagan' · ' res·pi!!!c"ts - "hfs-~ · views ·be·cause .· ''I ·have· been : out · there 
. . .. 

· : 111Y the::-: c>th-er·' ~or'ld~·' (ll1re '. :Reagan] /'"l was · never · a political 

.. s titff",.....a1'd.'e ;"Tfk.e ' ' the·se" other .. three' ·' ·(Meese, "Deaver· ·and 

c lark'); ' Mi'"s ·~'" '!eag·an"' also :· respects: -~alrer' s views because · 

· ·' ' ·sb:e" be'll !ve·s'"· r·' rri-' 1oya1~ ·to ·her· husband '- and · that '-s : the test 
. . . . . . ·-

· tod'ay ''"than.-"he""·a id · six ' months · ago. ·-ApJ>roaching· elec-ticurs - may .. . ·. . 

. . ' ..... . ; ' -· ("MORE) 



:polfticar· campafgn ·. ·-:''l'he :'only " diffe·renee--and · ·the part ; .. of ' his 

job ( that · he :· 11tes - 1~ast-~1s seei~~ · that the bureaucracy acts 
.. . . .. .. ~ . - . . -

on ,._'d·ec fsfons "ma·de .. ·1n "the· White "House. : ''I wasn't -hi'red ·' -

bec~~~e ·r~~e · b~en ' with Ronald Reagan for 15 year~. ·I 'was 

hire·d· .. ~·"be·cause· they wanted · to get a · talent they thought I 

ha·d·, :· ta:lent · 1 ·n·"· national ' politics~~.This is not a - lot · 

different : from =a -campaign. - There are a heck of a : lot : of 

· s 1~~1~rttfe·s.;.;~tlf1nking 0 of -' the "news ' flow, .. a daily schedule, 

enga·gecf "i:ri' a ''·polit1cal"' contest ' every ·~ .. titne-.. you have a 'vote · 

·on ' 'the" :Rtll . ·'-'. ... . _ .. " ' · ·: -

" · '" !~i!~!~J~r§!fng; '; '.Baker is n·ot "especially : concerned ·about 

Eeagan'·'s · decline' in ' the-~ polls. ' Reagan's approval rating· now 

is ' lover:" thaii ' 'Carter·' ·s was at ·"this ·· :point · 1n· his .Presidency 
•• •• # • • • -

"tec·a1r'se· Eei{ga"n ·· is ·plagued ' by . : 'much tougher economic 

problems ·.-' ·' ·"Reag~n "s" declining :popular1 ty ''is still a 

fl.inct'ion .. o'·r 'the economy, .. the ·pocket book~ There's not a damn 

-th1'1:fg'~wr'on:g .. '" that·.-· tor" or · five po in ts .· off'· interest rates· 
. ·.· . - . -

· woli~:t···cure~ ,., , .. Jra:ire-r "expects : 1nte·rest ' rates · to come· down a ' 

coli.ple"·of" pol·nts ' once ·a budget · is enacted but he questions 

. Wh£:!'th'er-•'"""'the ., re"cov·er7 ' Wi11 : be S tron'g enough a lid l Ong .. 

enough ·to"; help· u·s · 1n· ·NoTember. '' · 

... , .,. -~~h·g~!::'.i~~-~ ·,·The ~ Whi t'e :. Hotrse '··1 s "planning .... a ·numcer·; of · things · 

to· try ·· to"-sho·re · up· Reag·an's · support among women, but -]aker 

refu's·ea .. -t:o ... ·speci ry 'what' is · being -considered. ·He believes 
. - . 

•• • •• - •• - : ,. ~ • • • - • ··: ~ • • ._ 0# • • • - • • :· • • (MORE) 



... ~ ' ~ 

·:eea·gan wfll @et ""the country- into war~ · ''we·'re sensitive to 

·it. "' ve·'re . . Planning: some -_thii:igs;~' -_ _He · 1s ·· ~airl1~ .optimistic 

·tha't '. the ' Vhite. · Hou·se- ·can·'chip·-·away 'at · th·e gender .. gap. ·It · 

hur·ts ·--Republic·an"' candidates" most ·, says : Baker .. ; 0 111 - dist r'1cts 

that -are"' composed-"Of" large numbers ·,· of"min·orities. -

,;... · . . ... - ·- .. .. . . -- - .. ~. - ' (END) 
- • - · • • - • • •• • 4 • • - • • • 
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May 19, 1982 

"' FROM: SJF - White House 

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

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.'' 

o The administration expects participants in the 

upcoming economic summit to agree to tighter restrictions 

on credit to the Soviet-bloc nations. 

o 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. 

o 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 
. To 

that they are entitledAin cost-of-living increases this 

year, because the current inflation level is less. 

~:onomy. This was the first time that any White House 

official 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. 

''If there is not some reasonable response (dropping 

interest rates) when the budget is passed, then obviously 
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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 
fy 

thing from talking to bankers about interest rates: They 

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.'' 

~mit. Meese says the administration expects ''some 

cooperation'' among other nations at the summit for a 

-limitation on future credit to Sovietfi bloc nations. He 

seemed less certain that they would go along with 



Page - 3 

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 bloc. ''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 l-
~ 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 

" lemon again,'' he said. ''It was reg~arded as a given--
~ 
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something everybody knew we had to do.'' 

(END) 
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Fleid.Ing 

~I11~: Fielding admits that the White House was ''sand 

bagged'' by at least two stran gers whom Reagan accepted 

gifts from last year--the guy in Reno who sent the President 

a $500 silver belt buckle~ and the manufacturer in 

Mechanicsburg~ Pa., ~ho sent Mrs. Reagan a $450 cameo. Both 

contributors used the thank-you letters they received from 

the Reagans to promote the sale of belt buckles and cameos. 

(It is interesting to note t.hat the White H\Juse estimates 

the value of the silver belt buckle, with an American eagle 

on itj at $500--but the retail price is $1~250.) 

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 Wh ite 

House rejects ' ' hundreds of requests each .month'' for 

Reagan's endorsement of a product, membership in an 

organization or participation at an event where someone 

s ~a~d s to make money. In the case of abuse by a gift 

rontritutor after the fact, Fieldi~g writes a ''stern'' 

letter 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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salesman are being sent this week, says Fielding. In the 

past, Fie ding 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 a photo of himself 

shaking Reagan's hand. 

The Reagans have returned many gifts~ Fielding claims, 

because the contribut or s 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 ~hen 

Reagan was President-elect. The reason Reagan doesn't 

accept horses is that he is offered so many. ''we could 

reinstitute the cavalry'' with tbe number of ho r ses Reagan 

has been offered~ says Fielding.) 

Why does Reagan accept §ri~ gifts from strangers? The l aw 

does not prohibit the President from accepting gifts that 

are not offered by foreign g overnments. But he must 

disclose any gift over $100. Fielding says Reagan picks and 

choses what gifts he will keep-- i f he happens to like the 

gift, be keeps it. That was the case with a $1,900 

Waterford crystal wine cooler sent to him by the American-

Irish Historical Societyt and explains why Reagan accepted 

more than one ·belt buckle and a number of pairs of cowboy 

boots. 

¥E~-~~~1~: Among the prizes Reagan received last year were 

(MORE ) 
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twc p irs of oots value t ~00 from the A~erican 

Foot Par InJustry Association. The footwear man facturers 

also re lob yin5 las ye r for stricter limits on shoe 

import • Fieldi g advised Rea an that be could accept the 

oots because of thP circuostances in which the gift was 

The boots ~ere prese ted to Re~ n by t o seLators 

w t a r p esent tive of the shoe lobby. '' o think t e 

Pre ident ·ould have is head t r ed for o pairs of 

co· boy boots is relative! absurd. It was a ce1·erPor::ial 

hirg, '' s ys Fielding. [Fe a reed to put this quote or the 

re.ord.] For the rpcord Reag decided a,ainst irnposin 

st icter 1 rt quot s on shoPs. 

gift are applied more str'ctly to st ff aidPs than to the 

Pres· dent. (He ould have advised a st ff' nern er not to 

accept he shoe lobby's boots; for exa~ple.) In enerdl, 

1 bite Bouse aides are told not to cept ifts valued at 

More than $~5 frow str ngers. They can accept any if fro~ 

a rPlative or close friend. By law, hite Ho· se a1C1es rr st 

disclose ifts tota iy $100 or more from a sin le source in 

a cale dar ye r. In determining eth r dn aide should 

a particular gift, Fieldinr, tries to determin 

w Pther there is any potentid con lict of interest wit 

e donor. '.e I'eally are d alin~ only with p ea1ances. 

er are v ry few peo le ho are going to get their heQ s 

turne by a $!J0 gift,'' sa ;;i Fie din • 

--.,----------RR s his er·. If ou ubtroct the gifts that the Rea ans 

(MO 
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rec ived fr0m fri nds, SdYS ~j lding, the $31, 00 total 

scrinks consi er bly. The Rea dilS hav exercised adMir blF 

''discipline nd r~ traint'' ir refusin rnar.J tf 

especially ' hen you consider here they're corrin fro'!," 

sys Fielding, referring to e an's h story of acceptin 

expensive items fro~ h1s weal try Califor id be Ff ctors. 

For example, hen Reagan becd e overnor he and Nancy 

regarded the r-overnor's mansion in Sacramento a too sha by 

for abitati • As a result, the ki .chen cabinet c o 

ou t a swctnky ne 1 house and furnished it for the . ea ans 

to live in until a ne~ governor's mansion could te built. 

he Sd~e attitude prevailed 'hen Nancy raised over 1 

million dollars from private donors o refurbish he Lite 

House. 

_J!!l~m_f!~nfh_§~!ih~ Fielding ould only discuss Smith on 

deep ackgroun --meaning his comments aren't supposed to be 

attribute to the hite House. Fielding is conductin an 

informal probe into Smi h's ~eptance of a one-shot 

$50,000 in director's fees from Earle Jor ensen's company. 

While disrni~sin Smith's controversial ta shelters as ot 

a cause for concern--and dismissing e gan's $31,00 in 

gifts as nothing out of th ordinary--Fi~ldin shak is 

hPad 1n dis u t at rnjth's director's ee. The surn as .1us 

too lar e o not raise serious questions, says Fielding. 

'I have come to no conclusions,,, he says, but he left 

impression that he investigation by th Off ... ce of 

~o e n~ent Ethics cul snell serious trouble for ~ith. 

(LORE) 
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To: mls lt jf bfp sxm jwm igp dr jg deb lh rak pa pgh 

From: sjf 

The-roIIowing-Items-come-rrom-a-backround-Interview-witE-
I • 

!!~Y!9:_Q.erg~!!L 

* 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 

new faces,'' says Gergen. No names mentioned, but Gergen 

says that Jim Baker is no longer talking about leaving. 

,;c President Reagan w i 11 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 to 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 

I Mf"ID'Q \ 

;05/20,14:21 
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opiniori over the Vietnam war was not between young and old, 

but between men and women. ''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 

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 Justice Department is expected 

to issue a quarterly report soon. He also mentioned the 

possibility of inviting women's groups to the White House. 

wIIIIaiTi~ciark:-Gergen had a funny reaction when :1 asked 

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 h4s not gotten 

involved enough in the substance of foreign poliCf i He~s 

PAGE: 

al~o not a team player."He likes to run his own game." . 
..._ _ __,~,,,,,creu i1eoaei~o · rwaacrecr~~eaat;Cea-· ~eaacreo ""Reoaezeo · = ~eaar:retr==Ret!aezE!lJ · ~·~cred ·- F?eaacte-a:::: 

--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--
-Redac;ted-Redacted-Redacted--Redacted-Redacted-Redacted---Redacted-Redacted--Redacted-Redacted--
---Redacted--Redacted-Redacted-Redacted-Redacted-Redacted- Redacted-Redacted-- Redacted-Redacted-
-Redacted-Redacted----Redacted--Redacted-Redacted-Redacted-· Redacted- · Redacted- Redacted- Redacted-

.. - . . ' ""'--'--."'--'· - ~ _ _, __ ... __ , ,...... __ , __ ... _ -•. - . - ·- -~·-·-_..,. 

]a er~ -Baker recentlf changed' his thinking about his 

,u~ure. 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 

1 
,, 

as ong a necessary. 

li!!E.9:.Q.!'.Q_.Q.!L~!!r.QP~.!-~The following is a brief rundown of 

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 

topic: ''Non-intervention in monetary markets." ,. 

* London. The speech to Parlirnent 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--empbas i zing 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) 
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Th~_lol!£~ln~ I items i.come ' tr6~ '«~ ! ba.ckgf.Qund_int~rvi~:. t wi i~ 

*. 1Mhat did Meese .mean· when he said ~'other rneas.~r ·e·s ''' 

rn ight, .. : -b~·~ ne·c~:~·:s~ry : to b-~iu'~ : down interest rates~r-_:~i:~'f-'~~t i · ·· · · · - -- - ~ 
·- · Heaacreo·-· n:t#uen.;ti::;~-R;d;~t;d-R~da~t;d-Reciacted-Redacted-- -~eaacted--Redacted-Redacted-Redacted-

1 - Redacted-Redac e ~R d ted-Redacted-Redacted-Redacted--Redacted-Redacted-Redacted--Redacted-
-Fj,e__~:c__~~<j;~~:.~~~~:.~- 0=~~:~,."--Porlo.c.tod..=:~daI;UW ~-d~-::BecJar.fed-ReQ.act~g-R9qgcted--RedacfRrl-
* Wby does ·he think that participants in ·the . e.co~.omic · · · . · 

summit will agree to · controls on future cred1t to the~. 

Soviet bloc? ''Some countries seem to be · mov'ing ·our :w·ay on 

this," be says~ ''T~ere is a question ab~~t the credit 

•; crthiness of sorne countries in the Soviet sphere·.'.'- ·-" 

* Could the Falklands situation complicate Eeagari's 

European trip?. ''It could become an issue at Versailles," 

he says. ''But I don't think it will complicate the NATO 

i 
,, 

mee.t ng. 

* He ·predicts the Bouse will produce a budget agreement 

sooner than the Senate, with a l6wer -deficit ·than the~·~= 

~enate. He's referring to the anticipated GOP-boll weevil­

gy psy moth compromise. 

~~Other-measures:· .. -Meese's talk of ''other measures'' on 

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

ki nd of thing that got Jim Baker in so much trouble~talking 

~ u t of school about what the President will do next. 

·Although Meese clai~s he is surprised how his remarks 

i er ~ interpreted, I cannot believe that he didn't know what 

h e was s aying . He r epea ted it several times. 
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Meese co.ntends that ·he . was only stating the obviou:s· ~ :.- -:But· 

LS an :experienced politican, .he must have known tha_t ~:·::L·:·~ - -~-

!veryon~ was . ~oing to read his remarks as a signal~ ----~;~ 
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To: rrls lt jf dr jfp . jg gp deb ih jwm dxb rak pa pgh' sxm 

From: sj f ·· ..... .... . .. ··-· 

__ President .. Reagan· to·a.ay signed an 8-page directiV:e:>~·~,:_· . 
. . . .. ·- .... -

.. ·-~- - . . . . 
outlining .. a new '"national securi ty"'.-5.trategy that .pr-omi's·es .·a 

. ~ .: .. /. . . . .. -- .. 

more confrontational ·approach to the~ · so.viet Union.·· '·:--::~.c:. 

The di rec' ti ve, deve.loped from a ···one-quart er-inck:.~thick·:·: 
. . . --· ,_ . - ·:· -

-·; -~ ..... :.:.:: ... -::: .. 

report authored by R~ed, contains these specific items that 

are ne-w: 

*Reagan has authorized the Defense · Department t~ - come up 

with a new deployment strategy for MX by December 1. He 

selected the ''dense ~ac'' option as .the ''~ost 

promising.,, .-; ut he asked Congress to approve deployment in 

~ardened . silos as a temporary measure. 

* Security assist~nce to other countries will be beefed 

ip. ''~e do not mean the splashy cases of AWACs," ·says 

=ieed .- "We mean $100,000 for trucks. ·' .' A bigger portion of 

~ be defense dollar will be spent on assistance next year, 

says Reed, because it as ''the most cost effective 

Lnvestment we can make~'' Congress will be asked to modify 

~ he Clark aw.endment to ''let the President run his own 

foreign policy." 

* Tbe current concept of one and one-half or two and one-

1alf wars will be replaced by a concept of global 

ieployment with more money spent on mobility and host 

1ation support. New alliances ar ·e· envisioned. 

(MORE) 
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Jreparing four addition reports--one each on political 

;trategy, economic strategy, diplomatic strategy arid :·­

. nforrnatio_n ~-.s~_rategy. Most o.f Reed'_s report .is ·classi"fied 
. . 

;op s~cret, - altbough so~e parts may be made public. _ 

The summary statement of Reed's report repeats a · lot of 
.. 

!bat you've ·:.already .heard from Re.agan about Sovie;t_-..-~:.', : :~ ,~;:_ 

;uperiority ·. -But it goes on to say~in ·Reed_'s · words-. that 

· 'the Soviet ".s are not 10 feet tall -arid they have .t-he"ir · · 

·ulnerabilities." 

It notes the Brezhnev era is ending and . ''a watershed time 

s upon us in the Soviet Union.'~ It does not speculate en 

be character of Soviet leadership after Brezhnev • . 

It predicts that the East-West balance will be altered by 

he end of the decade and sets as a goal the ''dissoltition 

•r shrinkage of the Soviet empire.'' But it does not 

hreaten agression against the ·soviet ·union. It says that 

he obj~ctive of U.S. strategy is to convince the Soviet 

nion to spend more on people and less on defense--~ 'to look 

.o the people ~ore and us less. 

Footnote: Reed described the Falklands crisis as ''a 

.isaster beyond compare'' because it pits one of our allies 

·ith a nation we would like to be one of our allies and 

'there will be a loss of life.'' 

(END) 
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/ 
TC: t'-'.LS, LT, J:F, DR, BF?, JG, GP, LF., DXE, DC:E, J\·,rM, SJF, 

FA, PG3', SXM 

FRCM: RAK 

BE: Pack~round-onlv ivu with Ed Meese 
--------------~------------------

Ig1~1gn~~~·~eese confirms that the U.S. is supplying anti­

aircraft missiles and other military ''equipment'' to 

Iritain. The administration within tbe next week probably 

~ill need to increase the quantity of equip~ent it is 

~roviding. Meese refused to be very specific, but he said 

ttat some cf the equi~rnent the British are receiving from 

th e U.S. is new t~ the British arsenal. This equipment is 

availa:le to the British through NATC but apparently is not 

~quipme~t that the Brits normally employ. ''We've been able 

~o fulfill all of their requests [for assistar:i.ce], '' he 

sa~'S. 

t"'.eese cautions against anticipating a British victory 

~ithin the next few days. Ee ~oints out that Secretary of 

State ~aig's ontimistic projections earlier this week were 

~ade before the Argentines launched their massive air raids 

against the ~ritish fleet. 

rescribing hi~self as an ''armchair general," Meese says 

he does not expect the ]rits to estatlish another beachhead 

~ear Stanley, as has been speculated. He thinks the British 

should ~ove thei~ troops to Stanley by land with cover from 

helicopter gunshins. ''Unless the seas are awfully calm, it 

~akes ~ore sense to move by lan1. A beach asscult is the 

( ~CR:it;) 
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~ost vulneracle situation you can have." 

~hat ha~nens after the British have achieved a military 

victory? ~eese of~ers this worst-case scenario: The 

, t. .f' ~ h ... ... . i . , , d f' t th t th Argen ines su_1er sue. an ignom n1ous e_ea .a _ey 

refuse to give u~. Instead, they turn to Cuba for 

assistance, ar.1 Cuba then becomes a ""conduit'' for Soviet 

~ig fighter jets to Argentina, which then mounts another 

e.ssault on the ~ritish-fortified Falklands. Meese notes 

that the So~iets moved a rumber of Migs into Cuba earlier 

this year (the ones in crates on the decks, which the 

ad~inistration still refuses to confirm the presence of). 

}ut a likelier scenario once the fi~hting stops, ·says 

reese, is for Britian to offer to negotiate sovereignty 

ever the Falklands. The President is urging Margaret 

'Ihetcher ''not to beat them [the Argentines] too badly." 

~eese believes !ritain recognizes the need for restraint 

and will not do anything rash such as attacking military 

installations in Argentina. 

~IAET~ Meese's hardline views toward the Soviets are very 

apparent cut he simply doesn't have ~ucb influence to 

enforce those views. He obviously opposes the 

recommendation by the NSC that the U.S. and the Soviets 

abide by the terms of SALT I and II on an interim basis 

while the ST!E! negotiations go forward. In Meese's view, 

t~e U.S. is otserving the terms of SALT on a very selective 

tasis. '"~e are continuing our same tasic posture •••• ~e 

don't feel constrained to observe SALT if future 

("'iORF.) 

.•·-. .... ~·.,, 



. ·-

develcpments on our nart would conflict Yith SALT. We 

~rocahly wouldn't feel constrained not to make a strategic 

decision si~ply beccuse it conflicts with SALT.'' 

(:E ND) 
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To: rnls lt jf dr bfp jg gp deb lh jwm dxb rak pa pgh sxn 

Ir om: s jf 

T~£_fQ11Q~ing_~Q~~~-f t£o_s~~r~=~ll~~i1_Qti£fi~g_fQt_1Q~~ 

osg£~fg~~-~r_!t~s~~tr_~~~t~1~tx_~Q~~l!~R~[~Q~_EK~s~1-~~~t~- · 

noted the material is on-the-record. 
-----~-------------------------------

more combative and less predictable than the last one. 

''There may more a little ~ore give and take. It could get 

a little bit acerbic." Three reasons were cited: 

*The su~mit participants know each other better than they 

did in Ottawa, when four of the~--Reagan, Mitterand, Suzuki 

and Spadolini--were brand new. 

* The EEC last week overrode Britain's objections to a 

farm price settlement. ''Britain has just had a great 

rebuff. This is going to make it Fretty awkward." 

* The Falklands crisis could alter the proceedings. ''If 

there is a r.ajor battle, you can imagine the effect this 

would have on Mrs. Thatcher." 

this s~bject. Fe sumnei up Europe's co~plaint this way: 

''They think we have a tight monetary policy and a loose 

fiscc.l policy." Eere is how the U.S. will respond: 

~ You cannot prove there is a link between high deficits 

and high interest rates. Regan cites numerous times when 

deficits were high and interst rates were low. 

~ The Reagan administ!ation is trying to re~~ce the 

QEficits, out De~ocrats in Congress are resisting. 

(MORE) 
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*Inflation in the u.S., which was No. 1 on the Europeans' 

complaint list last year in Ottawa, is dropping. 

* Not all of the countries representei at the sum~it can 

make the claim that their deficits are as low as 3 percent 

of the Gross National Product. 

* ''Getting interest rates down in the U.S. is not a 
, , 

panecea. 

* A~d finally, Regan adds:''People who live in glass 

houses should not take a bath--or somthing like that. We're 

~ot telling Mitterand that we think nationalization is for 

the birds. We're not telling Margaret Thatcher that 

inflation is up in her county." 

abantoned hope of making any progress on this issue in the 

formal meetings. Eut he says it will be discussed ' ' . in 

private among heads of state." 

''our emphasis will be on limiting long-term credits," 

he said. ''Let's face it, we don't come with clean hanis. 

We're still trying to negotiate with the~ (the Soviets) for 

the sale 6f grain . . True, that's cash and carry. But it's 

not entirely different." 

Ee said the Buckley mission was ''making some headway'' 

until the French discovered they have an existing agreement 

with the Soviets thEt will not increase interest rates or 

the down payment required for borrowing money. 

· As for credit to the Soviet bloc, Regan sai~, ''there are 

many who ~ant to differentiate between countries." Right 

(MORE) 
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now, he said, Hungary is eligible for locns throufh the 

HT. Romania's debt is due to be reschduled. And as for 

Foland, ''From a defacto point of view, they are in · default 

right now. They are not getting any new loans, so the 

consequences cf defacto default are there." 

Regan personally sees merit in the argu~ent that the West 

cught to offer the Polish people . ~assive amounts of Money 

in an effort to ·1ure them into the Western s~here. 

~!£gl!!!gL_The new government of Norway has expressed a 

willingness to share its gas resources with Europe. U.S. 

officials hope to convince the Europeans to rely on Norway 

instead of building a second pipeline with the Russians. 

Regan indicated it's too late to halt the first pipeline~ 

IQfg!~!!_lg~g~lill~!!l~_The U.S. will call on all the summit 

:particip.ar.ts 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 

h 
,, 

start sorr.eii.' ere, said Regan. 

1!!1~!:Y~!!.1!Q!L!!!_f.Q.!:.~i§:!L~~£h£!l~g__[!l_£.tk~l2.L_On thi S 

subject, R~gan said~ the other countries are accusing the 

United States cf adopting a policy of ''be~ign neglect.'' 

''Eow could you ever intervene to make a strong dollar 

weat, or a weak dollar strong?'' asked Regan. In fact, he 

said, the Reagan administration has intervened in the 

~arket four times--when the President wes shot, when marshal 

law was imposed in Poland, when Sadat ~as shot and when the 

French nationalized several .industries. 

(MORE) 
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In response to criticism, the United States will propose 

a ~assive study of intervention. 

~!l1gr~rr~~~-i~g~~ In a paper already distributed to the 

summit participants, ~itterand is proposing that the U.S. 

and the European nations join together in a cooperative 

research and development effort with the objective of 

beefing up certain infant industries that show great trade 

potentiel. This proposal is based on a Jspanese model. 

P.egan did not dismiss this idea out of hand, as expected. 

Ee said there might be room for cooperation in such fields 

as genetics and nuclear power. 

1t~~g~_''We're gain~ to come down strong on too much 

protectionism," said Regan, who promptly conceded that the 

U.S. has resorted to pr~tectionism to save the sugar and 

auto industries. ''Eut we think we have do~e a lot less 

protecting than they do." 

J~££ll£~g_m£rkg1~~-Regan says there will be ''great 

disappointment'' among the summit participants if Japan 

fails to produce a list of import items eligible for lower 

trad~ restrictions. 

~gf~Qgggl~_The President will be accompanied in the 

summit sessions by Regan and Eaig, plus or:e notetaker--

either Clark er Baker. (Meese is cut out.) P.eGan's 

spokeswcmaL, Ann McLaughlin, says that R~gan will do most 

of the briefing of reporters at the su~mit and Eaig will 

take this responsibility at the NATO meeting. She adds Qff_ 

!~~-rgfQI~_that Eaig se~ms willing to take a back seat at 

(r;ORE) 
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the summit as long as Jim Baker ~~~s 5~ tco. 

(END) 
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