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5'!.CRY :~"E .. Gl"~I QUEUE:~ -NHD MSG: 
'!VoA :60 FM'f : 'I J : r i r: C\ _~:B'.' 

TO: <Ls, L~. JV, ~R. BFP, J1, GP, L!', n-rn, tCB, JWM, s-1 
FROM: RAK 

~hY1l~- Gergen believes it is inevitable that NSC adviser 

~ iark aid Defense Secretary Weinberge r will pla~ a larger 

· ole in shaping foreign-policy decisions in the weeks 

ahead. Clerk's power has steadily increased in recent 

months and he now advocates positions on issues more 

r2 ,, ularly. 

This shift in control from the State Department to the 

~bite Rouse will be ouly temporary, in Gergen's view, 

tec ause Shultz will assert his views firmly once be settles 

into th e new job. Shultz ''will be very firm in his advice. 

Be ~ on' t shilly-shally or be inhibited simply because his 

views 1 iffer from other peonle aro und here." Gergen 

uointedl: notes, however, that if Reagan rejects Shultz's 

adv ice in making a decision, Shultz will--unlike Haig--

dutifully c~rry out the President~s order. Shultz ~'is 

qui~ ~ rl inlomatic, not given to flamboyant statements.'' And 

Ger e: n believes Shultz, Clark and We inber ger will see eye 

to ey e more often than was the case with Haig, pa rticularl y 

en Mideast policy, where all three men want a tou g~e r line 

with Israel thar di d Haig. 

Shultz' t~ rint a l 5 0 will h~ ~elt on the admini _trati n's 

over<'lll 0 c·o rric "Jo!.icy. [1/inis )c>T?.l c:::n11ltz i s cha irman 01 

( 'Cns-) 

;0.7/01,11:'1: 



STORY: ~ER ~~ N 

t1e groun o~ outsi1e economists who sometimes had more 

i~~luence with Reagan than did Regan, Stockman and 

Weidenbaum. The President has great respect for Shultz•s 

economic views, says Gergen, even though he is more a 

traditional Renublican economist than a supnly-sider. 

Shultz will side with those who are putting pressure on 

Reagan to do more to cut the deficit. 

While Gergen stresses that there will be no sudden shifts 

in U.S. foreign policy, he agrees that there will be a 

conservative tilt, at least in the short term, brought on 

by the new national-security team. The shift toward the 

right wil l not become apparent through reversals of 

policies already in place but rather through new decisions 

that Reagan will have to make in the weeks ahead. 

Gergen cites the administration's China policy as an area 

in which Reagan may take a more conservative stance because 

of Haig's departure. ''I think you will see [more of] an 

appreciation of Taiwan . '' Gergen insists there will be no 

''basic change-~ in U.S. policy toward China but he 

suggests that Reagan~s rhetoric may necorne more nro-Taiwan. 

When I a s ked how it would be possible for Reagan to change 

bis rhetoric without having Peking perceive a change in 

U. S. policy, Gerge~ shrugged off the question. The 

President se~ms to think he can have it both ways--dec l are 

bis support for Taiwan and at the same time maintain closer 

ties to Peking. In Haig's viewt such an approach would be 

sheer folly. But Gergen says that Baig-s view on China was 

(MORE) 



not always the President "s vie·~,. ~~Some people [among 

conservatives in the White Bouse] were fearful that Haig 

was going to seek some change to undercut the Taiwan 

Relations Act." Such a change will not occur now, says 

Gergen. 

Reagan clearly demonstrated during the 1980 campaign that 

he can wreak havoc from his ambivalence on the China issue: 

He can~t give un his longstanding supnort for Taiwan but he 

also wants very muGh to enlist the support of China as a 

check on the Soviets. This is an issue to watch. 

§~A~~~ The administration has no official or unofficial 

timetable for trying to achieve progress in the START 

negotiations. No nrogress is expected for tbe rest of this 

year as both sides posture for public consumption. Reagan 

does, however, want to avoid trying to ratify an agreement 

in an election year (1984). Gergen says Reagan wants an 

agreement that could be ratified in 1983. Other"ise, the 

White House might be inclined to delay any agreement until 

after the presidential election in November 1984. 

!n!~r~~l_r§!f~~ There is little the White House can do if 

interest rates do not come down in the weeks ahead, says 

Gergen . Reagan would never go along with credit controls or 

wage-price controls. Treasure Secretary Regan is telling 

the President that interest rates will fall a few points by 

the end of the year. The latest in-house prediction is that 

the recovery will start slow and gradually pick uu steam 

toward the end of the year. ' ' we're not going to see 

( ·10PE) 
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~ T'::RY: ' FR~!i' 'J 

~ mr!ng bi g numbers for awhile, bu t they're ove~ the 

borizon if we don't panic." 

Beagan has decided that administration criticism of the 

~ederal Reserve Board has been counterproductive because it 

has only heightened uncertainty on Wall Street. Thus, no 

more trying to blame interest rates on Paul Volcker. 

~QDQY§D ~ Although Gergen and Jim Eaker were the senior 

White House aides who most actively promoted Donovan's 

resignation9 Gergen now defends the Labor Secretary's 

reputation and says he does not expect him to depart 

an:l t irne so on. :Eu t he adds:--~g-oi.ng to gi 'Je it his 

best shot now and if he finds in six months that he can't 
~·----·--------·--:-~:."'.::::":::~-: , 
1: e e ff e c t i v ·e , I th i n k h e 11 m o v e on • " Th i s i s o n I y . ..-i_ sh f u 1 
<.:._----·-- --·--;~---~·, -·~·-·".. ; 
thinking on Gergen s part. Donovan has given no hint that 

be would be willing to resign in a few months. 

(END) 
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TO: MLS, LT, JF, DR, BPJ!, JG, GP, LH, DXB, DCE, JW~, A/. 
PAt PGH, SXtv1 1 JLS 

FROM: RAK 

?2rglgn_~ff§ir~~ Speakes rejects the notion that NSC 

adviser Clark will become another Brzezinski directing 

foreign policy from the White House now that Haig is gone. 

Nevertheless, Clark's influence is increasing, says 

Speakes. Re just doesn't think Clark will take positions on 

too many issues, that he is more of a mana ger than an 

ideologue. ''Clark's job will remain ~ore one of making 

sure all views get to the President.'' 

But Speakes notes that forme~ Air Force Secretary Tom 

Beed~ who has joined the NSC staff full time as a special 

assistant to the President 9 also is exerting growing 

influence on foreign policy. ''Tom is the hidden ace down 

there'' (at the NSC) and is ' ' an extreme hardliner'' when 

it comes to dealing with Moscow. Be 0 d is also a Californian 

and longtime associate of Clark, Defense Secretary 

Weinber?er and the President. All of this point s to an even 

~ore conservative stance toward the Soviets in the future. 

private posture is 'stick by the plant~ ''says Speakes. 

While OME Director Stockman and Treasury Secretary Regan 

are studying possible options to bring down interest rates 

if they do1't co me down on their ovn in the next few 

( MO? '"' 
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~onths, the President still believes any shift in economic 

~clicy would undermine his program, which he believes will 

cure the economy sooner or lat~r. 

]9DQ1§DJ After a decent interval, the administration will 

propose changes in the special-prosecutor provisions of the 

Ithics in Government Act. ''In the President's mind, it's a 

guilty-until-proven-innocent 3tatute," says Speakes •• ,The 

slightest co~p l aint sparks a special prosecutor.'~ The 

administration most likely will seek to tighten the 

requirements that trigger a special prosecutor. The White 

Bouse view of the special prosecutor's findings: ''The 

report wasn't great but it wasn't bad." 

I also talked briefly with Mike Deaver about the Donovan 

affair. Be explains, on background, Reagan's reasons for 

keeping Donvoan: ''The President is a very loyal guy. He 

remembers when very fe~ people were behind him and he 

looked out there and there was Ray Donovan'' supporting him 

in New Jersey. Donovan's early and intense supnort for 

Reagan explains why he got the job of Labor Secretary in 

the first place. In Reagan's view, that's the only 

credential a Labor Secretary needs. 

(END) 
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.. _, FROM: RAK - at home 

TO: MLS, LT, DR, GP, BFP, SJF, PA 

RE: Reagan's Western ·art 

A 
Mike Der-ver gave to the President our list of questions 

concerning his interest in Western art. Reagan wrote out 

his answers in long hand at the ranch today (Saturday). 
A 

De,ver's secretary relayed the responses to me: 

1. How long has the President been interested in 

Western art? 

Reagan: ''I can't exactly say how long. But it goes back 

quite a ways and was started by exposure to Remington and 

Russell[?].'' 

2. Does your interest in horses and riding play a part? 

Reagan: "Very definitely." 

3. Could you give us some background on the Remington 
r-

1.: sculppture of the rattlesnake that was moved from the State -Department to the Oval Off ice to accompany the Remington 

sculpture known as ''The Broncobuster[?]?'' 

Reagan: ''The rattlesnake was loaned to the State 

Department and Clem Conger[?] (White House curator) brought 

it over to the White House with)' The Broncobuster. f J' The 

Broncobuster:.( was given to the White House during the Ford 

administration.[''] 

4. Do you own any Western paintings? 

Reagan: ''Yes, including works of modern-day Western 

artists, and most of them are at the 
ct100.s£ ./ 

5. How did you ch.o-:i-G4" the painting, 

ranch.[''] ['?) 

''Pueblo at Tao~or 
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your study in the private quar~ers at the White House? 

Reagan: ''I ~iked it, and als~ it seems exactly right 

for the place where it is hanging.'' 

6. Do you ever like to paint, as President Eisenhower 

did? 

Reagan: ''No, I'm a doodler only.' 1 

7. Would you like to see increased loans and gifts of 

Western art to the White House? 

Reagan: ''Yes. The rattlesna~e, of course, is on loan. I 

must say there are a great many Western masterpieces in the 

White House on loan--probably enough for a good balance.[~) 

8. Do you have any anecdotes about your interest in 

western art? 
~ 

Reagan: ''A number of years ago when abstract art was at 

its height, I was convinced that one day · people would 

rediscover western art, which at that time was largely 
~ 

ignored. I went so far as to predict frequently and to 

anyone who would listen that the day was near at hand. 

Well, I turned out to be right. But when the day dawned, I 

realized I'd never put my money where my mouth was. I 

hadn't bought one good piece of western art when they were 
~ 

in little demand and low priced. 

(END MEMO - AR) 



' bracing fo T:~:?i""?· ;one of the largest mid.-ter:n ·personnel 
_ • .:_ • ..;.-:,..:.!..:.:. ...... ~. -

turnovers , . ,_~::fn _··ni story. 

Re note ?.:;}}:~~~t one Cabinet officer and at least 15 
: - •• .?'_71 .... ..:~;:~i..· . -. 

or.iginal -top~~t.W.hi.te Rouse staf'fers (including himself) .. _~.- .. 
ha~~~?,a:ep·arted~ - .Sinc.e the average -~tenure of a 
·~_-·· .;;~~![~~~:. ··- . -- . . . ~ . . 

Cabinet . off::i:ce .. r is be tween -20 and 22 man ths, he expects a 
-.: ;-::.···· 

mass e:i:odu·s·:~~fc» :· begin so!Tletime this fall. -
___ .,.·: ... --:=- . 

J-ames ·named : si:x Cabinet members he expects to leave 
....... - 1 .-~ ·• 

·--~~-~.;-::-.-

_ .. :..,"":.:.~~ :....":.. ~ . .. . 

Edwards, ·:S .t :ockman, ·-pierce, Lewis and Bald.ridge. Lewis and 
. ,··-~:; ·.r.~, ... 

·---:: :-

:Baldridge might be candidates for othe1' posts. 

Both Lewi~ and Baldridge would be qualified to take over 

Stockman's job, said James. If Jim Baker decides to step 

do~n, he said, · the two logical candidatss would be Lewis 

and Clark--Drew Lewis or Willia'TJ Clark. 

__ Jaries expects a bigger-than-normal turnover, he says, 

because most of the Cabinet members came from ''successful, 

high esteem careers'' in private industry and many are 

anxious to get back to their previous line of ·work. (In 

other word·s, they want t .o ear.n more money. ) 

A number ·of administration officials will be offered the 

(Mn'Pli') 



....... ~t ·.~ :.·:. ·.~·-

• - .. ...:: :-·· ... - · ::• .. t • .... ·- - • -·;_"!::~ -~:::-:.~ · 

·~:- : ,, -· ~ ~::,-:;.-.;·r~: ... _ ·- _·.·· ::~.~~~-~-~~:,:-...,_ . . ·~ ~ : .: ... -. ..: .. -
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OJ»ti·on Of .";J:JO"V:i:ng to a ·different job, says -James. ·As- in the 
. . \ ... ..:~~;·: '• " .. . . 

" · case of Ge ·o~ge ' Shultz, ·many ·vacancies wiil be filled by 
,9 - . • . - . 

. . ~::" .: .- . 

people who.;,:w.er.e .. passed ~over in January, 1981. 
~ . 

-
-white "Eo~se_staff. He thinks Meese will ·stick around 

-::.:-::::..~!.--.:~~I;::;:. ... ·-.. ·~·~ -:--. ... ·-:- ····. 

d-es'-pite rec.'e·nt · sto·ri ·es ' Of his fall from glory. Alth.ough 
. - ' 

Deaver still ·insists he's leaving, Jc.mes thinks the 

President m'ight prevail upcn '-him to stay. · 

---~hQ~~-g~..L.-~g~~~-~~~~~-The following assessment is my 

own, ·based .. on · conversati·ons with White House staffers in 

. ··:··--=-~· 

. Qs;:QiI!g1:,:'. t1gm.Q.gr.~ 

Most i'nt'i"uen·iial: Don·ald. Regan. 

Least i.nf:I.uential: James Edwar:is. 

:_~~i1~~-~Jious~·~ ta.ff .. _ ....... . -. 

Most influential: James Baker. 

Declining· :tnfluence: Ed Meese. 

Rising in£luence: William Clark. / -:' 

Most disgruntled: Elizabeth Dole. 

Cut out: Domestic Policy chief Ed Earper. 

Moving : up: Baker aides Richaii Darman-snd Margaret 

Tutwiler, Cabinet affairs director Craig Fuller, Soon-to-be 

personnel chief Helene Von Dam~ and Federalism hontho Rich 

Williamson, Clark Deputy Rebert C. McFe.rlane. 

(END) 
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~uly 8, 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 a background interview 

with Ed Mees~: . 

o Brezhnev's warning about U.S. troops in Lebanon is 

viewed by the U.S. as ''bluster.'' 

o Meese seems extremely uncertain that U.S. troops will 

actually be sent to Lebanon. 

o The criteria for lifting the ban on pipeline parts is 

less firm today than it was two weeks ago. 

Lebanon. Brezhnev's warning was ''fairly typical'' of 

the Soviet Union, according to Meese. ''I think what they 

realize is they've been pretty well eclipsed in this whole 

thing, and this is just bluster.'' 

Chances of obtaining a cease-fire in Lebanon are only 

slightly better than 50-50, says Meese. Thus he sees even 

less than a 50-50 chance that U.S. troops will actually 

wind up in Lebanon. ''I don't know whether we'll have to 

put people in there or not,'' he says. ''I think it was a 

matter of showing our good faith--that we would make almost 

any effort to get this thing moving along. We can't allow 

them to stay in there, but we don't want the Israelis to 

rout them out--house by house.'' 

In deciding to offer U.S. troops, according to Meese, 

administration officials weighed the risk to American lives 

against the need to make a ''gesture'' of good faith. He 

said, ''Humanitarian concerns'' were uppermost in President 
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Reagan's mind when he agreed to the move. 

Meese acknowledges that the U.S. mistakenly thought it 

had a commitment from Begin not to enter Beirut. In 

retrospect: ''We do not necessarily feel that in Begin's 

mind it was a commitment, though I think it was pretty 

generally taken as a commitment here.'' 

Poland. What must the Polish do to cause President 

Reagan to lift the ban on pipeline parts? Two weeks ago, 

Meese listed three specific criteria for lifting the ban. 

Now he says: ''We have never made specific ultimata (a word 

' which he says is the plural of ultimatum). We haven't made 

up a formal quid pro quo.'' 

Blair House. Meese denies that the White House is 

thinking to renovate Blair House as a first step toward a 

new renovation of the White House. This scenario was 

suggested in a memo earlier today by RAB. 

Reagan's Pension. Meese says that President Reagan is 

not violating the Constitution by accepting a pension from 

the state of California while he is in office. He says the 

prohibition in the Constitution against outside 

''emoluments'' was never intended to cover ''a vested 

right.'' He notes that the President's pension ''cannot be 

raised or lowered to influence him in any way. 1 ' 

(END FILE - JNM) 



·: ·'* "j'J>resi-deif''f4Reagan." ':wil1 ' reciprocate i ·n -some manner if the ·: ~· ~~ . :;~. : . ::~~~tJ.~~: ·:i. ·;. . . . -~ -~~. ...~.. :. .. . . ,. - - .. : -· 
Pol'f s.h :. ea·s·e.~f[a:f.:tial law_c:,:on .. July : .. 22, but ... chances are sl irn 

· - -.-::~.;~;.:~_:>~··. -.. "" -'--:.~§~$~.:.~·:--:-.·.. . ·:..:_;.~--7:~~---.. : _:-:·-··· ·--... . ·--
tha-t'·~t he pi.~@~.rn·e sanctT orrs. will ·be· lifted-·so soon • . 

·• ~eagan ~~ ill announce his de~ision on the Law of the Sea 

T:reai y b·ef .. o3f e'¥ S.a t11rday. 
:~; .. :· . -~0 .. ~~: :_-5' 

sign ·.-the . ·trea:tj< 

:sim~~- ind.icated . tha_- t ·Reagan :will not 
·~ 

- : ~.:_:-:; ..__-:-:: -- · . .. .:~~¥t.4.:.-···. 

· .. ;;: ·Asked.. -~h~Tb.er ·Bi11 ·· c1ark is a ''traffic cop or a reai 
:::?.::·; . .:.~.'~-- -~ ... =~~§i~~.:~. :_ ---..:.,. ... ··- --~ - - . - :: ... - -
--=~ ~".:."+:~. . -~·,..~- - ...:: .. ·;...; . ·- • - •. -

· f~:rre1.'gn :.-pol'.'i~y~~jfdviser, ·".-' ··s1ms "replie.d : · '"~ - .. _Traffic cop.'' .He-
· .. ·-~-- --: --.-_~;-·"P-. :.------ ... - . .· -· -- .:...."":'"'-·\,; .-·· 

say~- --he pr-~f;[f=~--- the t~r~ ., 'consensus seeker~'' 
. :· ~-- ,_ -<;§.~"::.--:::~ .. - .: ..::::· 
.. Poland. :.·:jh"e ,issue of reciprocating for movement (in -------- ·- --,· . 

Poland) is -Xfiii ·very - ~{ich alive," said Sims. "If there 
·.··-~~ ·_ - - _.-~ ~==~~;~~~· ;_ . . . . ___ ;~ 

we1"e ' .(1T'iov~Meft~t~f~rnd T ··do'n"''t- :know prec is el y what it ·Would. take-

we · would wa~{~:to recip_r~~ate. ·_ But thert: a_re ways to 
. - .:~,: ... 

recip·r oca te ·--~~~1:"l:ier than · 1 if ting the pipeline sanctions. I'm 
re ; r 

skeptical that · they will do enough to . make us lift the 

pipeline sanctions. ]ut they might do enough for us to take 

a couple of ~~ciprocal actions that would set the stage for 

lifting the sanctions •. " 
-·~ -

He · could~o~- say what ~eciprocal steps could be taken 

short of li~ting the sanctions. ·Pressed on what kind · of 

movement Reagan is looking for in Poland, Sims repeated all 

the usual items ·plus one new one--"asuccessful visit of the 

Pope." Ee also mention~d the U.S. would lik~ Polish 
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: ~ aiid '''. \3~) '"'.· a · iefr~~e·a· dial-dgu e :w-i 'th- ·salidarit_y:. But another NSC ... . . ..... ~.- . - . .. . . 
-::- . . . - : ·:..._· ;:_ --~~-'-31:~;;.:-. ·-·-- - . ..:.-: .. ~ .- ----.. 
·;:. • • ... • • :.. -~ ...... ~-:...·1 .: t • • ...... • ··-. : 

:c-.:, staff.eT - -i ·o1d::~:e~:-·week-~".7a'go·:-tha--t ···they would be sa ti sif i ed 
·-· ' .. .~:~f 1~~; . .· > _: .. ~- - _._., 
i" · _sirr,pl-y :-by .ef-f..Q.,i-. .t~s to reschedule the debt .. --.. 
:-: ~-- . . : j,f;~~~ .. ~-~ .: . ..:t·~ ~ -: ' . 7 • ':£. : · 

i;~.: . • - ·sim.s;s;:wa-s . q~~;C.:k";·to ·.knock-.·,down .several .so:--called 
.~:_·-~ - ·;·;. ~-~~~=-~:.: :.~·:~ ~ :·--~.~:~~-!#~}:~:;:; _~.. -· -.. ·-· .. 
~-:~;~· ''foi· _sc ·orrcei)ti~~s-' ·' _ a bo_ut ::::R-eagan"~-s sanct ion-s on the pipeline · 

.. .~'. ::..:::;:- . 

parts.::~ _. One,~- -he~~~said, is the theory th_at .Re ·agan now intends 
-. ~~4;';..~-:---· - . ....: - - ----· -~ -~ . .. . . - . , 

_.<._ to lift "'the rs-anct.ions beca-use ~the '~Eur·_opeans ::balked _and. ._ -" .,., _:_. 
: ·-:-., :. .. .. -. -· ·: .::ii:..;,--.~-: . :-,_· . ~.-: · {.. : .: - . - . - . :_ ... : :· :- - . ::. -:; ·. 

- b~c-a. ~~e -·~il:l~: ~9I~li-::~,~aise(J:nterest · :ra-te_s ;'·on- ex.port cr~ di ts to -:-:.-_. 
. . - ~ :: .:--:. - --' :;~~:;j_0i".i:: - ----~:!::.'-:~~:-·. -·- - -

the·· "::Eastern'::;,i>t~fc::.:.He ·s 'aYCi.- -the President< ' 'is not seeking an ·-·· 
~;~·~;: -.. •; · ... :::~:·~-~~;~~-;_.·-:~-::~~~,\~.:::·: · . : ,-:gi~::~:-.-:-~ .· .. . ~~ _;.----~~ _·:· . ~. _-_ __ __ ·:.... . -

-· j_:;,;.€xcus·e~'. "._>t-o5~~rt.:tY~the~ ;·sa"i1cti::ons .. ~: ....... The 0 the"r --mis concept ion -------
·;. ·~-·-~.-::~/-""··'_··:> . ·- .:·."~:i~~~t:~1.:' ~~.7:~~-=-- -~.: ·.·~:. - - --· 

is ·· Yb.a ·t ·he ---e-x\encied the·'"- sanctions because he thinks - .... 
. ·..:., . ~- '. 

• ·:;_•• -•' ...:~t~_;:!~--::·- T . ::·~:~~~-·~ • • : '. 

ecori.omi c wa":fBaf~-~~ i s th~.:.~~.ay to go." sa ii Sims-. "Both of 
-· · .. . ·:'.":~:E-:~ ... t-"'°.· . ... ,_.~l·";" .-.~ -- • 

. : ~:.... . . .. ~ ~~~~~:~:; . - -:._.:.~·:-~ ~ .. , , 
those -·-v1ews -:~a:r;~;J1·nco·r.re_c't .- . 

_ __·:,;...~.:::; ... 1 ..... r-· ..__ _ --~'-- _ 

-_ "-~· .. ·-:-~ "~:~iS°:!i:i":'!!! ~-:-:s~~;-~Ki·m s~~~ys~~.' tli e · 1 aw -of -·t ii e ·sea de c·i -51-o n w i 1-1 :--:;-;:;;·~. ·_ 
••:;;:::;~~~~;~-;. •.: .. ;·-:;;-7.~~· -~ - ·-· • r • 

be ann-ounce-(f";j"J1~> Ca1 if orn.i"a--pr oba bly Sat urday--bu t -there wi li 
·-. ·;£.it~.£:-_ - :_;,;· . ~ 

be · a briefirrf~~h ' it on ''Friday at the State Department._Ee 
. -- -. . ·· ... (; 

said . the d.e·ci.S'.i ·on would be consistent ·wi t _h Rec.gan 's long-

held ·views ·on-~:Ib.e · subject .. - He cited this decision in 

resp-onse to ··;:r~;;suggestio·ii.- by me that Reagan·'s method ·or 
- ~ "' - - --·~.~~·:: -
. . ·: - -· --!·- - . 

making· foreign :.J>olicy · · d_e~isions promotes· · inconsistency • 
.. , : ___ . -·-

RQ.:!~-1!HLN~C~::Tu2_g_!2.1E.2..!. Clark or i ef s Pres i cien t Reagan on · 

foreign devel~pments ever_y ·rr;orning at 9:30 a.m. Clarks gets :~ 

his own briefing from a1des--McFarlane, Poindexter ·a-nd Reed--

at a meeting ~round 7 -c. • i!l. There are three types of 
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fa~~:.~ -- '' • ::·~~~;::·.~~~:.~_· · ,:·~.0~~~~~~i~• ·~. A•• '~ .. ~::t.~f~::-• .:- ~~~~~ • :'• • :· ·-·~-: ·~~~~~--. • -- - •·~--- ~ •o • • • • •. --- • " • • 

-::· · mate.ria1·:: 0Ii .. 'C[·pa:rticular pending issue o _r~:::.:~ 3-) "'tal:king -
~: ..... ~ ~· ... '.. .~ --~--- ---.-:~:~-:-:.~s~~±Jt:.~:-.;_::-:.-.. .... _ ~:: _:::f ... :·~ . .-~· ~ ..... ---~ ... -. _ --·-·· ___ _ __ 
~:~ - poi:n'i s· ~- ~ · t'o~;$~:::'u-sed .~hen . :the · Presid~n t is ~meeting ·with a 
... ~ ... : ~·. _ .. :..: _;: . .::~ - ·- ··· -::-. ;.; ::;.-.::-~;~:-":· .. ---. :_::: ~-;:;~~ ;·-.·.:_:: 

.. fore.-ign .' le·a tter·:· ~that day ~ Obviously, he does not get all 

three ·types ~ of material every ·day. 
· ·-·-· ·-

_,__ .... ·- ·-.··· . . ~- - -~ · -· .. -· .. 

::. ·- - -''·- ~s -({i!J~~~i.fu~~~:~~:c_1_'~..r_k: : ~~~,§.;cco!iJpan:i ed~~by an ·,·eiper t ·on a 
-:- ·- - . .,.. : :.·:·~~- - .... :-::-t,· ::~,:.,.~7_-;': - ·- . -·· - ---- ... ··-· · - - -- . · . •. . 

- - - ';.-=-~ :. ,,. -. :·~~-=:~.: .. , ,--- -- : .... '::..;.... _, -

specific topiC:-: ·· More ·often he is accompanied by McF.arlane. 

There ' .have ·oee.n reports that the President sometimes sees 

slide · shows~~ .dr;,: picting cil- t ·ain world proble:ns. Si:ns ··could 
- _:. ·~ . ~- -~ -: · . -

not confir~;these ~eports. · 
_ ... ! ,_ ,,. :::-· -· • ·- ----- · 

· Some ~ .'ro.ut.i.ne-'' d.ec.i.sions are made w-hen .the President 
-• • •,;::, •• - ~ • :~t:~ o:·~:~ I • • -=. -~•:.~.l::.~ ::::·:- -~• . 

·--- --'.,-~&.;$~;~~- ~ - --· :: :.r~: ~:..:.::.. -: ;.; -:-: -· .. __ ··-:. ..· ... - :·.. - . .- : 
meets wi th -~~~.:r:~ .rk, but ·no n:iajor _decisions are ma:ie until 

. . . ... '::"'~~~ .. :~ .. ·:: . --

. Reagan · has _: ~'7ea,rd the ·decision thrashed. out at a National 

se·curi t·y" : .- c·o~ .. c:il ·meetings. · under .Clark, said Sims, the 
~ - -_:.:._;-.,,::_-...{~ --· 

counci1 . .. i5·-~ ;H~e .ting "more frequently, with more substantive 
- . -. - ·::::. - ·~~~~~~:-=-·~·::. . - - :_·.:. .. : ~- -. ·-·. ~ :·:1. - ·-:: ::::~---- ·.~ 

i 'ssues " b.efo'rE"·-'7and mo'r 'e . deicisons"'m'ade· • . , , _,;:; .--:_ ~~ -- ·--:;:-.·":;-- - --

The National ~ecurity ·council · staff numbers 10e, but only 

one-th"i rd of t ·hem are foreign policy e1perts. The rest is 

support staff. ~erhaps as many as 10 people have been fired 

or reassigned since Clark .took over, but Sims went out of 

his way to confuse the numbers. Among t~1e · new people- are 

Clark's two"'-top guys--McFarlane and Reed. 

- The NSC staf{ is ori anized into ·three clusters. (Sims 

showed me the organization chart, but refused to let me 

have a copy ~f · it--even that is somehow sensitive.) Don 

Gregg, an Asian expert, heads the planning and intelligence 
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.. ~-~ .~:~ iia ti o_n~1~t:~~~-~~h~~~i~-, -- adviser 
-- . 

for George Bush. · (This dQes . not 
.-.;... t-.:::_-:.._ .. . - . - ·- ·: -:_- !":;t".:t~~~-<:~-:~~-- ! ... ... • • 

·,:.:·: ·'sound " like -: a higher leve"l job to me.) Ee will be replaced -- ·-
-- -- . 

,~._~by · Gas~-?~·:'~.·i~~r' . - Reed originally headed. the defense group, 

but he .:i~~j.:'b·~ en freed for specic.l :projects and the job ·has 

- ~een -g~ ve~~;_to -~R~c~ard. Bovary, a re ti red A.i r Force officer • 
.. . :-· .. . · . 

. .. Norman -Bailey:-; -~an East-West traie expert, hea·ds the pol icy 
.. .. -- -:.-."'.'1, ....... --_; . · • .• . . 

· group • . -: .. 'ET:;';~:;s -.-~ni tially appointed Claire Both Luc·e and 
. . 

William F. Buckley as consultants to the National Security 
-

Coun~il, · but Sims says .tne y do no consultanting • 
. - -:-; .. -· 

Tte · opti'on papers that Reagan uses in Nat i onal Security 
. ··- -

C ounci. l ·meet in gs are s irni 1 ar to ·the ones prepared. by the 
........... - .. 

- d._.omest ;i ~~~f~f~"6y-:- staff. For example, ·the paper on pipeline 
.. 

s an c t i o n··5.-.. ii s t e d three rn a j o r opt i on s : ( 1 ) to con t i nu e the 

ban . a.nd~-eite-n d.· ii to goods made by fa.reign subsidiaries of 

u.s. companies, (2) to simply extend it and (3) to lift it. 
-. ----- -- ··- - --· . :--.:~ : .. _ :._;.:.._,_ ___ ·~ ---. 

. Option -" ·No.:~? "had ·a sub-option: To extend .the ban and exempt 

the Japanese. 

Si~s was quick to added that Clark seldom advises 
{i 

President which option to select. Instead, Clark ~akes 

certain ~hat all ~ides are aired at the National Security 

Council meeting. But he said that Clark has ''insight'' 

into Reagan's thinking. Often, Clark is-\ble to predict 

what the President will decide on an issue. ''He reflects 

t he President's views. They have such rapport.'' 

~l£K!_!g!~KYi~~~-Sims seems optimistic that Clark will 

agree to an interview. Sims is trying to arrange it for 
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July 9 1082 

WAT, DNX and I had lunch with Dean Fischer, who blames Judge 

Clark for engineering Raig's demise, and called him: ''The most 

ambitious man in Washington," who within months will be, "the 

acting President.'' 

Dean says that Haig .fully expected to stay on in an operational 

capacity at least to see the Lebanese crisis through. "From the 

beginning it has been entirely Haig's show,,, he said. 

Last Monday evening Secretary designate Shultz who has known 

Haig for years, called the General and told him that his 

services would no longer be required. 

Later on the same evening Reagan called and it was a warm 

conversastion according to Fischer, in which the President 

thanked Al for his services and wished him well. 

Why did Shultz make the call? ''Ask Judge Clark," Fischer 

said. Dean believes that Clark was never converted to Haig's 

side, that he represented the White House throughout his period 

at State and that he is the ''most ambitious man in 

Washington.'' 

At the moment Clark is running foreign policy, in Dean's view. 

Habib is reporting to Stoessel who reports to Clark. And rean 

believes that in a ~ew months Clark will be virtually ''acting 

President." There is a good deal of bitterness i n Fischer at 

(MORE) 
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the continuing ''stomping on the grave," that the White House 

is engaging in after the fact of Haig's demise. 

The Secretary felt that the end was inevitable, ''from January 

21 1981," and it was a constant accumulation of policy disputes 

that did it in the end. ''On almost every issue the Secretary 

had to bring the President from the ideological fringes to the 

center," Fischer says. He feels Haig won all the battles except 

the grain embargo, the Soviet pipeline and the neutron bomb. 

Fischer complained about the way that Clark adroitly used the 

media. He was well known at State for his accessibility, and now 

Dean is implying that Clark was out to get the Secretary. 

This came on top of the constant sniping from the White House. 

Fischer complained that the press failed to check out the 

accuracy of the deliberately insidious anti-Baig leaks. 

For example, he denies that Haig ever complained about his 

treatment on the European trip. Dean says that Haig never raised 

the questions o~ seating on the airplane or the protocol issue. 

Haig was counting on intimate contacts with a s~all group of 

reporters to protect him in the infighting with the White Bouse. 

He refused to respond in kind, and ordered his staff not to 

lower themselves to fighting back. 

Haig is now in Houston in the hospital for his annual checkup 

(not to have the holes in his back plugged as has teen 

suggested) and will be returning to Washington. 

He owns a house in Maryland out Massachusetts Avenue and hasn't 

decided yet whether to return to private industry or to go the 

lecture and book circuit. Politics are definitely out for the 

(MORE) 
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near term. 

So far Shultz is just starting to settle in. He has requested 

Fischer 
, 

assistant Raymond Seitz to become his top aide, s or 

e1ecutive assistant and has asked of Haig 
, 

secretaries to one s 

s:ay on, but beyond that nobody knows what 'Nil 1 happen. 

Eagleburger has also agreed to stay on but it is unclear for 

bow long. No other appointments have been made. Be~oaning the 

brutality of Washington politics which Fischer believes cost a 

honorable and competent Secretary of State his job, Dean says, 

''I hope that Shultz is a strong man or they will run right over 

him.,, 

Fischer said he has not yet talked with Schultz and, thus, 

hasn't made any decision on wnether to stay on--or, probably more 

precisely, whether he'll be asked to. 

(END) 
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.. * A comprom·ise Federalism package, providing for a 38 

billion dollar program swap between the states and the 

f~deral government, will be unveiled on Tuesday. 

* The President has assured his staff that he's going to 

run for re-election. ··' 'Ronald Reagan will seek re-election. 

we · are all under guidance to work on that assumption." 

* The Novemter election outcome will depend on the state 

of the economy · on Labor Day. 

Eg~g!gli~m~~Here's how the ''swap'' breaks down: The 

federal government picks up 18.4 billion dollars in 

medicaid payments now paid by the states and establishes a 

trust · fund ·using 11.6 billion dollars in federal excise 

taxes and 8 to 9 billion dollars in general revenues. The 

states assume 8.1 billion dollars in AFDC payments and 

catego~ical grants totaling 30 to 31 billion dollars. (See 

attached chart ~ ) 

Food stamps and windfall profits tax are no longer part 

of "the mix. The categorical programs involved in the swap 

include job training (2.8 billion dollars), water and sewer 

grants · (125 million dollars plus 275 million dollars in 

loans), community development (3.4 billion dollars), waste 

(MORE) . 
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water · tr~atment (2.4 billion) and revenue sharing (4.5 

billion). Figures are for fiscal year 1983. 

The ' biggest unresolved issue: ~hether to continue the 

present :system of using AFDC payments to determine food 

stamp eligibility. Since people get more food stamps in 

states where AFDC payments are low, this discourages states 

from : raising AFDC payments. But by unlinking the two, thus 

moving toward a national standard on food stamps, the 

federal government would have to pay out an estimated 

additional 3.8 billiGn dollars. 

·- Williamson acknowledges that the plan cannot be passed 

this year. He says it will get a good reception in the 

Senate / but ·not in the · House. ·It will be reintroduced in 

the···· next ·congress. ·Education .groups are expected to lobby 

hard against ·it. 

~Mr!sn_£Ql!~l==Qg_~a~kgrQg~!L_Williamson complains that 

everyone on the White House domestic policy staff became 

''~ ' Pontitis Pilate' ~ after the leak of the controversial 

t~port • on ·urban policy. Ed Harper declared that ''nobody in 

myj office read that report," even though Harper's people 

w~r~ deepli : in~olved in· drafting ~n urban policy. This is a 

- r~~or( that was supposed to · ha~e been ·submitted to Congress 

in''·Feburary. Williamson views it as another measure of how 

bad : Reagan's · domestic polict staff has gotten under Meese. 

:_He acknowledged · that the urban polfcy leak created ''a 

great wariness toward President Reagan'' among governors 

and mayors~ e~pecially coming on top of so many budget 

(MORE) 
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cuts. Eut he adds~:''The budget cuts last year would have 

happened whether or not Ronald Reagan was President." 

· In ' l980, federal funds now make up about 17 percent of 

tll"e --average city budget. This compares to 2 percent in 

1970. Although the President thinks some federal programs 

fo~ · cities ·were · unproductive, he has continued to fund 

others · such as UDAG and revenue sharing. 

·---~~!ll!Q~~ Q~-~~Qk~r1gnii_Williamson predicts that the GOP 

will pick up seats in the Senate, and lost fewer than 

normal in the House. ''I am confident that we will do 

better than ·the· historic average,'~ he said. But he adds 

that the Republicans are going to take a beating in the 

gubernato'rial .. contests._He predicts that Reagan's 

' popularity will climb into the 50 percent range by fall. 

(END} 
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• ••• - :.:_:;::;.: ;,-·'."''~-. ·r.:: .. .: . . -:;--. . - ~ . ... ~ .... . . ....... 

. . . ·:.:· -~-:~---~-!~ ~~-~~:.-~-~. .. . ·- --... ~-· 
* ·rm:phasis on th-e".' .Pai.entinian-.s was 'inserted ·into - Shultz' .-.· .. 

. ~ . . . ,··~:. -·· .. - . 
confirmation statement : !lit ·the .Whit·e ::House. 

* The -.White .. Hous·e .:;•f:s "threatening ·;dire ·con-sequen-.ces_·:.·ir ;~the\:/~" · 
.:: . ·- -~· .. '.::-...;· .:, :··:· ' . . . . ·~···..;... • -· - ·- •. :. : • . . ::. :_ : • ff:. 

Israelis enter : ]eru1i-;).~ .. 'it - ·~ould :~'b~-.-.~~n - ~ u·nfortunate: · .. -tur.n ,:·o:f-.. ": ·' '.:· 
.. ;_ ·::: ;:.::.~.·:..;:-. -

eve~ts in Israeli-Ameri~an : relations. : People - on ·the Ht11 ·· 
. . ·; ·, ·;..:, .. :: . 

would blow ·a ·gasket. :: · :: :~~~- --.. · . 

extension . of the U .S .-Soviet grain'.-; deal. -The _. Cabin et will 

iiscuss ·it Thursday. : : .:!~~'.\ · .-

first "time · the · Reag~n. ::-~.~ ITiintstra t ·ton ·:has · threatened_., to.: get . 

tough on .. -.:r-srael ~ · ''ne··~ ·s- :oi {Reagan "·'has) .. s .top1)ed short .':: or . : -~ ~---- .. · 

'ulling ~ut ait ~hi~~~~~~~~+ : k ;· ·:,~}l~-~~>-. ·y~-~ttt!: ·· .... •••.•.·. 
Habib has ·not -given--·up"yet · in trying to ·"arrange··-a ~~-:-:..: ::~;:.: ::::: :·:·.::_ . :::.:-, .... · 

:easefire .• ,syr~an · a~·~\~~~d-1 ~ambas ·s·~ ·~ :~~·r\~~~~-d-~.l:~i"'. i~{~~~;;.·t~~~i;iE:t~{ ... 
7

• 

irrival ·until ·next · week~ ·Apparently .. ~h~y -w~_~l b~ stopp~ng . ·---~:-. . 
. . . 

iff at a ·meeting of .. Arab··nations. ·· -_::~-"~·:_< . :. . '. .. ~; - ... ··-·. -- ... 

.. . 

Gergen admits ·so_m..~.;_:~,Whi te: .House 7: offic-ials w·ish ~ Reag~n···ha~-- .. ::;>~~[.-~· ~ .. ·-
.... 

1 ever offered to send :t_roops. '' ~~-~- :~ P-~~s~-~~~-t does_n 't . -se,--~--: _ _- _.:.~.::-: · · 

ime. ·My ·:gu,ess is ·,he ... would :·do i t ".again ;,_knowing.- what. -_ii_e·c:i::,::::·"'-·:--::. ;;~ .. =- .. · · 
··--- . . . . . ,, - . : ~.:· . .. . 

. . . ...... . - . .. , . .- . . .. 

nows . today."" c 1ark-:~:~·a:~ ·not en ti;~i;,- .. res:pons i bl e. :for_:· ·~iie T~\:~·:._·~I:~/ :: . 
. . -•' .. '. . . .:. .. --- .: . . :.:.··· ......... -. ·::.,: ·.- . -· .-.... -

- ''-,•_ . . : 

. ·. . .. ·- ·- :.:·,: 

... -

.. -- .. 

-· : . . :· .. . ·.·.·:·:· . 
... ··; -. - :: .. :· ~.. . . 

.... ~· .. --· 
......... 

·.;· ; .. ·- . ·.:· . 
··;,.. · ::.: .: .... · . . : 

• ··.:. ·.·.L:_;; .·:.: :.• 

..• ~ .. ·- ~ ·--•'>••···-· ·- . -. ···-· · ~· . .. .. .. ·- --· . .. 
:·.:~ ~:.-: ;:::;·;:::.:...:::::. · . ... -
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. ,.. --~-.... :;.~.~~?:::~;ifi~~:~:-.-· .... -,:··; ~-:.;·~:~~<~:?:::;~~~~t~-;::~').-!~=·~:-~~;~~z~i::=;-;:-:::~::.:~t~~ ... :::~: .. :r· .. : : : · 

r eco~menda t i'~ii;~~~-, :~'H°aig ~-~·-·_ ;i~:i~-i1;iit··~:·_-:·~·~~},-~~-::T~~~~i~:~ ~-P : -·-·· 
~roposal too.'. ~ :-.:..\ .... 

::. ·: ... :::. -.:: .. ; 
·· ··· ·· ·· --

Qr.s.!!!~ The -. President ·has .. little- choi:ce · b·ut ·to.·:extend the 
. . ... . ..... ... . 

. ··--·· ..... . 

~rain agreement. Without it, . Gergen ·says, .... the .'~ Soviets :: could 

tuy - ~hatever : the ~please. -~ut everyone . at the :Wbite Bouse - ·-
- - - -· ..... 

::rgues that ~here is no . inconsistericy -betwee.n>selling .. grain 
- . - - . - . .. 

:ind .-embargoing p ipel ine .- :parts . <- The ·s ov ie ts .. can ./buy ._ grain 
...... ·-·· . -

=lsewhere·, but :·the cann-ot .get the grain e1sewhere.-:.:The --
. . . 

~ ipe line -·'€arns·- them money; _.grain : : purchase.s ~:- ·cos t "them money. · 

N~.Q-~!~-ff~.Jierewi th is Gergen' s assessment :. of .. the top __ 

:eople on the . National Security Council staff: -
- . 

* ·:gu·d McFar.lane: A ''shadow'' -. NSC chie:f. ·.-~'-C.lark : .. looks - to 

1im for advice. -· Extremely guarded ·, -· reserved., t ·aciturn, 

leliberate. ·Experienced. -.conservative. He :knows · the Hill, · 

~ he State Department and the issue~.'' McFarlane .helped 

lraft the ~ 1980 GOP plat~ormi ·particularly the plank on arms 

:ontrol. ·Arms -cantrol has been ·his specialty cat .. the White 

! ouse : too." - ·He ~previously worked for ~rent .. Scowc~oft~ He 

i. cted as a · broker between State and : tef~~~-~ . . :~o_· . ._~or-k 0:up -
·~- ~ ~- -:-.;:':·.·. ---- . . ·-· .. 

i eagan 's · arm~ : control 'POS it ion ., as · ou t1 ine.~:~ ~ ~.~:: ~·~h=e ·0 ':Iur·eka 

;peech. 
-. - ... ··- .. . ·. . -.-:.:.:~:-: : : :. ! ~·.: · · .. ·- -:. 

* Tom Beed: ''An unknown quantity. We .}?n_'t see :much J of 
. · ·- · ... -..... ~ ·~· . -· . - ··'··- ·- - - . -· . 

iim ::around -here • . " A Californian who =supported .. Ford in 

.976.· · ''He's · l.'hispered as .a possible succe.s·s ·or .. to ·. Clark if · 

:lark becomes chi~f of staff . .. But a : lot · of ~ u~ · don't think 

. t ·will hap:pen_..:.;that · Reed will ···repl.ace Clark-.'' · :Reed's 

.nfamous poli6y reveiw was ''a · · v~luable · exercise," but the 

(MORE) 
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.. - . .. ' ' ·• - ·· -. -- -. ··--. :.:: .:.-- : . .:..: .. -... . ·-~;:- - . . : 
results were inadequate. --·· ~t _.was very:· gene_-ra_ 1~· :tn _ nature. A 

number of people thought it had many w~aknes5e~. ·It : 

restated the -:---obvious. -Plus :he· didn't balan'C~e anything . o_ff 

against the cost.'' 
.. .... ,_ . 

. : ......... ~. ::..·. ··.: -- : . 
- -- ·-·····- . - .... ···-

* John Poindexter: ~ Joined the NSC staff under .Allen and 

moved up .when :Nance left. Poindexter is Mc:Farlane's alter 

ego. ''They are -· almost · interchangable." Both .work long 
. . . 

.. .. -
hours. ''A" qutet . operator--reserved. ' _' 

-~---- ... . .. . -......... -. - .. .. . . -· -- .. 
. ~.. .:: . : _·; :-;: ·:: :_. 

Gergen says the NSC staff . Is expanding it·s ::- domain,-taking 

over ·space, "in terna ti on al economics and other matters. · 

.... . .. .. . . . .. ....... 
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. ... . .... .. ... . . . . . . . . . . . .-: ·.-.· ... ·.: · ~:-... ·- . .... . 

·.' .. ·--~ .: . 

-- . " .. .. 

. . . 

' . 
. : · . . - ·-: '---·· 

.. ;-··· · ..... : 

:he Iranians ''are going to go right thrqugh- to Eaghdad and 

.ay seige to<Baghdad." ·The.. Iranian :: objective : is not -to .. ·- ... 
. -··- .. ... ···-... :· .. ... ~ ·-·-- : . . . . . . . .:..:. ·:.. ·- _ .. 

. . ., ' . . ... . :::· . .. . , , . . : : .. -
: onquer territory- but · to _ ... ~et . a ·new_ g~y "· ins tall ed. as ·' : 

: raq 's leader. ''The whole: fear - is ~~_the : religious . 

msiness, '' ~ays ·:Speake~· . · .. .. 'If _[th~ , -Jr~anians] . get . the 
-·---

;hi it es in there, · you~d . have - tw~count~ies dominated by 
. . . 

·adicals. '' Tbat ··prosp~ct , -- of · c~~rs·e,. --is what is worrying · · 

:he Saudis.· The · administratton- i ·s ··tryi'ng·· to reassure Saudi : . 
.. 

1rabia · but · Speakes does _not-. believe·- the U.S. has :promised.'-

iny additional · military·: aid, although · that is-- a :possibility 
. . 

- ... ···· · 

t2i?t1.Qmi£:..:~~rf~iei~~1~a:ti:2.~~Q~~- :-A t .. a : c_a_~~r.i·e~:- meet ing'_- ~h_i ·~-. 
ifternoon,. R~-ag~-~:·~ ~-;~ : " ·n ·6i<m~·ke : -~ ·:~~~~~~'a.i <~~

7

~~·i~.iori" ~ii · ;·~ " ·~-e-w · 
~rain -:·dea1 >~~he·, .. ~~:~:~,~:~'_~~{~-;i-l-{ -·: ·b~);~r~~~~~2~P~;:~%~f~-~-rida.y ::~t ~ - a~.< ·.: 

~. - ;· . . _ ....... -. ~. ;-_.:'."" : · . : . :,_ . 

;eeting of · the "N·ational Securi ty-.-. c·oun-Cil ~ -· Speakes ·:predicts 
.. ..... . . . 

1eagan :.will · a:p:pr-ove .":' a ~ one-year ·.'eirtens:ion- o·f .- the ·current .· 
-· ·-· ··· ··· . . ...... -- . .. . .. -

~rain ·agreement. · ''The·:-Pres ident·':s-::got' · hi~:.-. mfnd ·pretty wel 1 . .. 

rade'. .. ~p - on th is .. thin.g:~ . He w._oul· d~· ~;:~~~~ :· l ik~-: - t~o ~et · ~ ·11 t t1 e ·· 

:omething from-.. the ... 5 oviets' '· in ~·xchange · f ·or ·extending- the 
. . . . - . ... ..... ' . . 

.-

le al ·~ .. Reagan P,TOb~bly w ·i~i :-·final {z'~ :his d.ec1s ion at the . 
... 

.... " - ... .. .. . 

~ riday ·-meeting. _-bu_t '. :Spealr.es·Y-:,doe s ; not '.-.bel ieve · the decision 
. -:.: ; -~- ~ ... - - ~ .: · . . .-=~- ·: . _.., ;· ""':"" -· -·····.:: . .. . . . 
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1ill be announced ·· publ-icly;. -.· To be .as · 1 .ow --key \as~-:i:po~s'sfble .:. 

. . ..... - .;.,....,.. . . ;.. . ; .. .; .;.;. . · .. - . 
- . ·-······ . · - · ~··· -- ·--- .· .. 

icout the -decision. the admtnist~ati .on · w1i1~~j~:~ ·i' '::"~x .te.n-C1· the 
. ··-· . :;::·;;. ~:-·; .:.. .· .. 

•.gr eemen t '"'1th out · a f o rma 1 ·a· nnounceme···n··'t· . -~ . _.·:~ <~~'{"::::_· .:_:·:: . .. ,~~ .- · -" -··. . . ' -~ .. ·:·;;··:-:: :.- -· · . . . .... ... .. . ~-- ' -· .. ·.::::;_·_:· ·- .... ·. .. . ·- . ... . .... - --· .... 

Speakes confirms t"ha t · the · Wh'i te House .. has·: softened~ · its 

~os i ti on on ' the Soviet ···gas ···pipeltne·. ':·Reagan · wou·ld · lift the 

;anctions ·against Moscow ''if we could see any_ sign · of 
. . 

Lmprovement' ' · in ·Po .land~ · There are ne...; .r~mors, ~ - Sp~akes 

: la ims. that pol it ica·1 ·:pri.soners may be _released . :: .. Speakes 
- · .. · ... . · -. . . . -- ·- . 

1as been directed to put .,·-out · the 'Vord " that ··· the ·. thr~e 

:onditions · spelled out · earlier by Reagan for -lifting the 

:anctions---lifting of martial '. ·l·aw ·;··· release:. of prisoners and 

lialogue ·with· Solidarity ·and the Church--' ·'·.is not·-.·an -all-

[nclusive'· thing, ·· that · all three· don't have·:.to be met ~: ~ · ' · 

~arlier, ·the -·Whi"te E.ou·se insisted · that · a11-· three provisions 

iOUld · have ~to be ·met before ·Reagan would :·lif-t - the 7:·-.:·- · · 
. . .. 

;anctions.; >Rea·gan·· has ·· menti·oned ·-in· recent ·da-ys how=:::-. . .. _.-~.-

Lmpressed ·he · .was · when·--N ixon-·was·- able ·:to: ·1nc·rea s ·e ~ Jew.i s·h 
.. . . . . 

:migration·· from the Soviet .Union · by -quiet ·diplomacy· and 
. - . . 

; ecret ·mess'a·ges ···to: · Brezh~ev·; ·He. ·is not ' :aware, ".:-though, :·of 
- -· - _. __ :--- ~- ~ .: :.:·~~-.... :. - -·--·· · --- -.·~ :.: ~~~-;:_·_ --~ 

my :pri va· te~ communication··; b~tveen -~Reagan· '_ an"ci ,·.B-rezhnev ,· on 
.. - .:. :: ... :· -__ __ -·- .. :. -· . -· .... - ··-· 

the -- ·Pol i sh·- si tua tion -.···· ·Spea·ke:s ·· · also ·.·notes ··that .. Caterpi-llar 

rractor In6~i ~hich · ··stood~ to ·make a lot - of money : on the 
. . : 

~ ipel ine, ·is ·in · Bouse Minority Leader· Bob Michel's · 
.. 

··- -··· ... -· 

l is.tri ct. 

!l!ll~~~~~i~~~!A_l!!~~l~ · Re American ·~ublic ~pinion: · 

''There's still ~trong support ·· for ·Israel but at the ·same 
. . . - . . . 

I ' . , • 

G ime·· opJ)osi. t i ·on-~ t o ·the· invasion .··· Is-rae 1 s · tact ic·s ··are 

(MOR. ~) .... : .. :: .. :· .: . . .. . . .. 
. ~ . -- - . -- . . . . .. ·- ... . . .. -- .. .. . .. .. .. .... . .... - -

.. 
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. ,. , , . . . . . . .. . . .; ... ·"'. . .. . 
:ercei ved as much too severe. · . ·Television · network news;=·.-:· · .· · .. - : ·; 

-
~ith its · poignant · storie~ of 6iv111an ·~deaths arid . - ..... . .. . ... _., __ _ 

ievastation, is having a strong· impact · on American 

3ttitudes, says Speakes. ~ ·.·· 

In Congress, at t 1 tudes have · changed considerably, · say·s 

3peakes~ Re illustrates his · point by saying · that in a ' 

r eet in~r with· Reagan earlier ·· this week, ·Senate Foreign . 

~~ lati~ns . Committee· Chairman · Percy told . Reagan, · ''We're 
. . . . 

;ick and tired· of- these· Israelis leading us - aroun~ and 

lictating ou~ polic~. - This ·has got to stop; •• They must . be 

~ old ·that if they go into ~eirut it will do irreparable 

1arm to their relations with the U.S." Percy was 

:articularly incensed o~er Israel's use of American-made 

~luster bombs. In the · same meeting, . Representaive ~ Jack Kemp 

;poke up in support of the Israeli invasion, but his views 

~ere in a ·min·ority;·-·says ·Speakes •. ·:-~ ... 

Rave Reagan's views toward Israel chan·ged? ''The · President 

1as been··pretty well convinced that the initial invasion -· -

ias ju'.Stified,- ·but I don:~. t - ·think : ·he ·will ;.e·ver be sold · on 

:he ·push · to · ~-eiru't. '' ·· Reagan· believes that . ' 'without -a 

; trong · Israeli-presence~ in the Middle . East - we~{the U.S.] 

1ould ·have to invest American troops and equipment to 

Jrotect our interest~.''·. 

~1Q~ Is the ·u~s. mo~ing toward direct relations with the 

:1c? ·Speakes ·does · not -be.lieve any change is imminent. ·The 

1dmini~tration w111 continue to have the ''virtually 

irect'' ccnta~t · with the PLO that has -gone · on during the 

... 
.. 

. . :.:: · . . . : .... . 
- · ..... "; ~ ,. ·:.· . . ' ...... . 
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.. : . .......... . ':.:::-;:,,:; .. '.... ~ ... - .: __ ,,: -
=-.·-;,; __ ·:... -_. 

trn_g_~!~ff~ · Speakes · offers the--following descriptions · of 

ISC aides: ... -· ·• ·- -- . - --· . 
. . 

... 

* Judge Clark: Speakes descri bes -::.Clark's influence by 

ioting · that ''the · President · was more · personally _involved · on 

;his Lebanon· thing ·· than he··has been -- on any · foreign· issue.'' 

* !ud ~cFarlan~: ''cautious, ·detail-oriented, a · Marine~ 

[Down as a Haig man~ Clark relies · on~im a lot but he's not 
. .. 

great thinker - on -foreign · ~olic~;~ · , _ · 

* Tom Reed: · ''A hardliner, ·rough; ··-gruff, ·as anti-Soviet · as 

rny one down · there (on the · NSC staff·); a rising s ta·r, -close 

to Clark; his influence is · rising." 

* John Poindexter: ''A hardline · version of McFarlane, ·very 

:autious but · veTy opinionated." 

*Richard Pip~s: ."The ·most philosophical member' of the 

staff ·and takes the hardest · line ·-·with · the Soviets.'' ·· (Note · 

bow often Speakes · uses the · term- hardline - in describing · 

th e _s e guys ~ ) 

*Henry Nau: - ''Young, thoughtful, no~ : high · up on the totem 

1 
,, 

po e. 

* Roger ·Fontaine:· ."Extremely young and inexperienced, ·not 

much perspective." · · 

(END) 
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Clark used the interview to explain in excruciating detail 

hi5 side of several ·reported · clashes · with Al Haig. ·He 

refused to deal with ~oncepts, a~d demanded examples --~o 

tack up all · our questions. -Then he · picked apart · our 

Examples. tven some of our examples were too general for 

bim. When I mentioned ''the pipline decision," he replied: 

''Are you referring to the sanctions of December 29?'' 

It appears he granted us an interview simply to set the 

record straight about his encounters with Ea ig. ·At · one ·· 
, 

~oint he said: ''This is important that it -comes out ·close 

to what we feel that the facts .are.'' 

B~~g!!!~~~~Qr~!gB~E2!!£~4~The -- R~agan ~dministration has -

!Voided a Mayaguez ·or a Bay · of · Pigs. ''This is some· 

=vidence ·tha t ·-hi s -pol icy· in foreign affairs is working,'-' 

says Clark. Re then knocked · on wood •. : 

'Decisions ·are not made in a rush. ·Fven the decision to 

3ffer U.S. troops to Lebanon was the result of careful 

study. ''Bonald ' Reagan didn't in a phone call say 'Get 

those guyes in there tonight • . ' It was terrib-'ry well thought . 

out." He says Reagan made his decision on the basis : of a 

L?-page memo from the Bush's working group with a cover 
' 

~ emo prepared by !ud McFarlane. 

State ~s. Whit~Hbus~. - Clark ~ claims to have ~ended · all · -----------------------
(MOR~) 
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rivalry between the White ·Rouse =and · the State . Department. 

=rior to his arrival at the White House, th~re · were 

lccusations that cables were delayed up to three days 

tetween State ·and the · ·~hi te House. , ''The area of 

:ommunications hasn't · been :· a ~roblem~'' He and Haig · agreed 

last January -that the NSC ·would be strictly ''coordinators 

lnd communicators." He adds: ''we simply do not make 

:olicy out of here." 

!ut he admits officials at . State might become disgruntled:· 

~hen the ·President decides against their recommendation. · 

>ta te is supposed ·to make recommendations. ·The Pre·.~J den·t 

rust ·decide between recommendation~. ''That · isn't 

~ivalry,'' says Clark. ''It may be sour grape~. · If there is 

;omeone · on the fifth · floor ·{at Stat~) who's year's worky is 

~ejected, there will be disappoinment. ]ut I don't call 

chat ·rtvalry. ,, 

· Ql!Ik~!~B~l~l : Reagan never makes a decision · based solely 

rn Clark's· advice. -. ' ' I'm not· in a role of·: leading anyone 

rnywhe:re. · If ·the· system works, ·he bases his decisions -··on a 

;ysthesis ·of -a : lot of •iews and no ~ one person. ·There -simply 

lsn't a Sherman Adams opportunity around here where someone 

~oes in with a note and· says, · 'Mr. J?resident, ·you'·ve ·got to 

lo ·this,' This way we spread the knowledge, ·we spread the 

~ isk." He said the system is - based on the ~i~tem he 

levis~d for Reagan's ·California cabinet, which was 

:atterned on Lyn~on Johnson's White Bouse." 

Does Clark make policy recommendations? ''When the 

(MORE) 
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!?resident leans · over and says ':Bill what would ··you ·io?' -- r 

dll give a recom~endation. - Short ~ of that, ·no. -I give ~none. · 

~ot any more than I would before a jury as a · judge. ·I . just 

feel that it is beyond my provin·ce to tilt· among the 

varying v 1 ews." Here, -he says, -he's· ·referring ·to . issues . 

that ''have peaked · out, that must · be decided following an 

interagency worku~." ·Re says he- runs NSC meetings like 

:iis courtroom, and that . includes ·setttng .. time limits«. on 

::ach speaker. If he took a position at thes.e .meetings., '.he 

says, it ·would · spark-.. ' 'rivalries and back-channels.~, · 

The President sometimes seeks Clark's views without·· -

::xpressly aski~g. ''Ee . can do it in a glartce· or an -

~xpression." When was the last time Clark · offered a 

recommendation?: Just today · at their · 9:30 a.m. -meeting, he 

says, the Presid~nt accepted Clark's advite to accept all 

nine unanimou~ recommendatiuns made-, by the working group on 

the Iran~Iraq siutuation• · 

Not ·· even with a · vacincy~ at State does Clar~ admit~to - a 

~reater ·role. He says he has dealt .- with Sto·essel -and ·-· 

~agl eburger · precisely · as he did 'With· Ha-1.g.•·:::::.':=:·-_·:: .. ..... -~ - ..... :.::::: 
- ·~ · ··· - - ~~ - ·· ·· · . . . 

Clark ·has deli ve·red- only ,-one - publ·ic ·· speech--'' after -·:~ 

:onsulting with -Cap - and Al." Why? ''The -· Prestdent was not 

~vailable to ·announce his own strategy paper. ·He asked me 

to announce - that- and I did.'' (Judging from Clark's speech, 

~eagan decided- there -was nothing to announce~) 

-~illE~2~~~~!~i Aithough Clark claims to have ''a self

imposed rule'; against dealing directly with ambassadors, 

-{MORE) 
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ie admitted to ·breaking it ~um~rou~ :~ime~. ''I got to know 

.40 of them on a first ··name ·,_·basis while -at ··Sta·te. It -was 

rery difficult to not answer· their calls ·when I came , over 

1ere. My explanation. of course ··was - that ····'it simply· won't ~. 

i ork if we have two State Departments ~~,, 

(Qff_.!a~.:!~£.Q!tl•~Clark says he had two .. d· irect ~ lines 

~emoved from his telephone when he arrived--on going · to the 

Israeli embassy and the other · to the .Soviet embassy~) 

Now, for some· of the exceptions to· his rule: At Hai-g's. 

request, he talked to !ritish ambassador Henderson several 

times during the · Falklands crisis . ~'to reassure him · of 0 uur 

-r; osition--that we· were in step -with .S-tate. '-' Ee also saw the 

Argentine ambassador once, but ''only · after talking to 

Inders and, of course, always reporting back." Another 

exception: During the early stages · of · the ' Lebanon· crisis, · 

he spoke to the Israeli and Saudi ambassadors after 

"touching base'' with -Veliotes ·aF··State. (It 'Should be 

noted that if these ambassadors themselves· had not sensed a 

rivalry between·· State · and ----the ·White · Bous-~ ..:;-- - - they might not 
-·~-

have . asked for a meeting· with -Clark~J; -·:·'- ::: · -. 

Clark ~nd ~~rid { Ambassador. ·- ~'Let'i · be candid ·-with each ----------------------------
other,'' Said Clark. - -~'When did you.·-first hear about 

.. . 
that?'' Answer: - After · Eaig resigned. -Clark then summarized 

what happened in ·great-detail. ···Here's, his story: 

The ambassador's wife s~ught an o~portunity to meet -with 

~rs. Reagan to present a letter signed by the .wives of · five 

.Arab -ambass·adors. Clark ·cleared·· it ·with Velio·tes at State, · 

(MORl:) 
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who advised ·him to attend the meeting .• ·During the 20-rriinute · · 

Teeting in the "Reagan's residence, ·the ambassador's wife · 

3.Sked if her husband could · come over the next day. ·Clark · 

cleared that with Veliotes · too~ The · ambassador · visited with 

~lark for 10 minutes, pleading. ''please stop the 

tloodshed." The ambassador mad~ an unscheduled stop at the 

~hite Bouse · two days later ·following· Reagan's meeting' with 

Begin. Ee assured . Clark that· his wife was ·· not going to 

i:articipate· in ·a ··'Protest outside the White ·House. ·The 

subject of an Israeli · :pullback came up. ·A day · later, ·Habib 

got word from Saudia Arabia that Clark had discussed -a 

~ossible pullback· with the ·Saudi - ambassado~~ ·Veliotes told 

Babib to disregard it~ · ''so that's all there -was to it." 

riP~li~~~-Clark got · very defensive when this ·subject was 

nentioned. ''To call that institutional rivalry would be 

stretching ·th~ hell out · of the concept,'·' said Clark. He 

insisted · that the State -Department never Tecommended 

Lifting the sanctions and the President never ,even ·hinted 

that he might do so. He then repeated t·he wh·ole history · -of 
.. 

the pipeline· sanctions. ·His -answer was · so detailed that I 

:;ot the impression that he'd recently spent · time reveiwing 

the history himself. 

He began his tale back in December. Re noted that the 

President was on the West Coast at the time the issue first 

3rose. Vice President Bush chaired the White House group 

that dealt with .. ihe subject. -State was represented by 

3toessel, not 'Haig. The group recommended ·· unanimously 

(MOR!:) 
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''that we do what we can -forthwith'' -to- respond t6 ~artial 

Law in Poland ; One - option was sanctions on pipeline 

technology. ·The State Department-·put ._--forth · that 

~ ecom.mendation. The question of -foreign subsidiaries was 

leferred. Then ·Haig met with Groymko and predicted 

~fterwards that there would - be ''a thaw'' in Poland· before 

;umrner. But no thaw occurred. ~uckley was ·sent to consult 

the allies prior to Versailles. Baldridge ··wanted - to roll 

Jack the sanctions; Weinberger wanted to extend them. ·- ]ut 

it was · decided to put the issue on hold until the :·President 

returned from· Furope. -''At no time · was it suggested by 

3uckley, ·Baig or anyone else that ·what we do would · be 

:ondi tioned ·-on what ··we received- (at Versailles )--conditioned 

in the · strictest sense," says Clark. ''(We decidea) We'd 

Look at atmos~he~ics and ·decide · when -we· got home.~' . 

But the Pres.id-ent ··never ·gave any· i'mpressiqn he migh't -·lift 

the sanctions. ''His hints--and they were stronger than 

iints--were--stron·g ·eno.ugh · to tell · anyone in , that -room·9 -

including Al, what he ·would do if there were not ' very :__,. 

;trong p·oints· out - of .. Versailles and ·; "Or reconciliation ·.in 

'oland." He denied that the meeting three weeks ago was 

;cheduled intentionally on a day when Haig would · be · out - of 

; own. ''Un less" it's "for the · c onveni'ence · of the Pres id en t 

1e aren't going to reschedule meetings," · says Clark. -·· 

At the meeting, ·State recommended against extending the 

;anctions · to cover foreign subsidiaries. But State did not 
' ·ecommend · lifting the -sanctions. It · was not ''a · hotly 

(MORE) 
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:ought'' decision. · ''The President ··~pretty well did ~ti.hat :he 
·- ·-

;aid he was going to do." The announcement was held , off 

:our hours to allow State to notify . the allie~. - -

Clark sees ··only one- problem· in handling of this ·issue. Be 

;ays State and ICA were slow to properly explain the 

=resident's rationale to ''the media . world~'' (It should be 

1oted that NSC staffers - who briefed· reporters in the White 

~ouse ·press room also ~ere unable to :explaln it. When : asked 

1ow this decision squared with lifting- the ·grain embargo, 

!n NSC staffer .standing at podium ·· simply shrugged:) · 

_1~~~D~n~_At · first, Clark referred to this as an 

''invasion,'~ and then· quickly corrected himself. He 

;ettled on -''combat action · or defensive action.~' Clark 

:rought this subject- up to show that· Haig almost always got 

1is ~ay. ''starting- on -day · one, the ~ only recommendati~n 

that the · President did ·· not accept in that · whole chain · of 

~vents was ~l's recommendation at 6 , o'clock one morning to 

r e that he' leave the t~ip - at ]onn · ~nd · go to the Middle 

~ ast. The-re is st111 ··some q-uestion ·whether -he phoned ]e.gin 

n :Begin· phoDed him. ·It doesn't -make any ·difference--i t did 

then, =however.'-' · 

When Clark told the -President a~out · Haig's desire to go 

~ o the Middle Fast, Reagan asked: · What could he accomplish? 

~lark then suggested that a · worki-ng group headed by :Bush 

cack at the White House look into: it. ' Reagan deferred his 
\ 

Lecision - until the working group made a recommendation. -

''Al was · pretty "' adame_nt ·-· that he- go --there, . but the President 

(MORE) 
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iecided against it." One fact that shaped the P~e~ide~t's 

iecision: Habib threatened · to . resign if Haig showed · up. _ 

~lrn1!~.!_Clark's relationship .. with Shultz· will be-· ''·not 

:lifferent than that with Haig." That· is: D'irect ·access 24 

Jours · a day and diTect phone lines betwee~ their · offices~ -~ 

Clark has the same ·arrangement with Weinberger and Cas~y. · 

Clark and Baig often talked 10 times a day. · 

''Be's pretty well · in step · with the · President's views. ~ ' 

The statement Shultz made during his confirmation 

bearings was drafted at State, sent over to the White 

Bouse. Clark, McFarlane and ·Beagan read it ·before Shultz 

went ·to the Rill. ·Clark rejects the · view · that Shultz' · 

statement put increased· emphasis on solving the problems of 

the Palastinians. 

(END) 
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July 16, 1982 

FROM: SJF - White House 

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

RE: Shultz's swearing-in 

George Shultz was sworn_{in as Secretary of State in a 

Rose Garden ceremony that emphasized affability and 

teamwork. 

''George, welcome to the team,'' Reagan declared during 

brief remarks under a hot sun. The President's emphasis on 

teamwork was interpreted by all as a backhanded reference 
A 

to Shultz's tempermental predecessor, Al Haig. 
~ 

The President described Shultz as a man who had served 

three previous Presidents, had been successful in the 

private sector and won a reputation for academic 

achievements as well. ''Those who know him testified that 

he is a man of character and common sense--affable, yet 

decisive--a man who inspires confidence and leaves no doubt 

that he is capable of that task confronting him.'' Reagan 

added that Shultz during his testimony before the Senate 

Foreign Relations Committee had ''sent a strong signal to 

friend and foe alike.'' 

The President also dealt with criticism that both Shultz 

and Defense Secretary Caspar Weinberger have come to the 

administration from the same corporation, Bechtel. 

''Looking for the best,'' the President said, ''sometimes 

one finds the paths of talented men cross. I admit we may 

be dipping from the same well to find quality people.'' 

Then the President quickly turned it into a joke by noting 
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that both Shultz and Treasury Secretary Donald Regan are 

former Marines. 

In his remarks, Shultz made what was interpreted as a 

reference to the Middle East situation when he said: ''I 

think it's essential that we take that coin that has 

'problems' as its label on one side( and turn it over and 
,J I I"""""\ 

see that on the other side is the wor~pportuni t'es \. I 
/\, 

certainly want to approach this task fully conscious of the 

problems, but ever more conscious of the opportunities.'' 

Shultz continued on the President's theme by noting that 

he was ''with friends'' in the Reagan cabinet. ''I feel the 

warmth of this gathering--it's a family affair,'' he said. 

''It . gives me a certain sense of both humility, but also a 

sense of support.'' 

He noted that . he had told the Senate Foreign Relations 

Committee that he would ' 'muster 
c. 

of every ounr.e energy, 

intelligence and dedication that I could and pour all of it 

into performance on this job.'' He repeated that pledge to 

the President. 

About 100 guests, most of them present or former 

government officials, were invited to attend the ceremony. 

Ice tea and doughnuts were served and a military quartet 

played chamber music. 

(END FILE - JNM) 
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FROM: · 'RAK 

- t11~.Q..1~~~~~1~ -The ·"Pres id-en t 's dee is ion- to sus·pend·--new 

shipments · of ·cl us ter--·bombs to Is·rael is s tr ic tl y · a 

temporary · measure. He may well- decide "--later to . resume ·the 

deliveries~ ''It's somethin€ the · President will ha•e ~ to 

dee ide when " the t ime·c·is .. ripe,'' · says-·-·J3aker. >Rea-gan ".5 .. 

decision was · based- on-· the ·White· House· view· tha t ·-· ."i t - · 

wouldn't be ' appropriate ·to send· over ··another · shipment·'' -

-while· ·congress' is con"Sid·ering ··whether-- Israel violated U .s. · 
arms-export ~ laws ·by -usin·g the weapons · in Lebanon.· 

:Baker makes -1 t · .. clear - t ·hat the·-·White · Rouse ·is .. leaving it ·up 

to -con-gress to determtne whether .. :Israel - viola-t ·ed .. the terms 

of ·arms-supply agreements · with the· u.-s. The· admin-istr-a-ti·on ---- 

has .. been let ·- -o:rr- -- the --:ho·ok- by· simply---nci'tifying ' Co·ngTess · that · 

Israel - may ·- have · used ·the bombs- in~ .. -v·t ·olat·ion· .. .. of --Am-e-rican · 

law. -'The admi?iistra·tion · toolr the . ·sa·me . :position ·a·ft-er 0Israel 

attacked· the Iraqi " nuclea.·r ··pover .. pi·ant- with U.S._-supplied 
\.. 

( 

aircraft·. 

rs -special -- en-voy ·"Ra·bib--making any· pr-ogress? : ''It's sorta 

dead- in the 'water.- ·He- --can'_t -get --.·anyl51'dy to '. take- tb-e ~ ·PLo,.-:-: 

says ·-Paker. " Is American support ·for .. Israel- declining·? · 

''Public~ opinion · is · still ~robably in · favor · of the - IsTae11 ·· 

pos 1 ti on.,; .!ut · i t ·".s · deteri ora tin-g . -' ~ -

.... : . 
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· · ~12~1~ggz:::!i::!hg~t:11~g~2l!· · · -rt '-5~ · ~'just ··no f~in: -:: ·the~: cards ' ·'--- · . 

for · Reagan ·to a·sk Henry ·K"lssi"nge·r · to ~ngage ·_- -in·.·.new · Mideast · . 

shuttle diplomacy·. Secretary·, of · State '~Shult z:··called·. ·in 

Kissinger · and ··a--'number , of other ' experts to. hear '. their~ ··views 

en the Lebanese · eris-is,-- but ·· t ·hat···is th·e · extent ' of 

Kissinger's -p-ar-ticipa ti on ·~ -.:Baker ·n·o tes ; '···inci"d-enta l ly, ·that 

Habib ' is ·a - very· good ·negotiat·or··vhom-- "Al Haig n·ever :wanted · 

appointed special ambassador;-·:-because·· he···.feared .:·Babib would · 
. . 

limit Raig~s -.· opportunities -·for ··-glory-. Haig: ·· :''.·spe~t some ; of 

his 1s·· months - l 'Ooking· for , shuttle· 01rortuni·t ies 9· ' .' 'Baker 

says --,,ryly ~ 

-1 h!g!g~!-'· r~!~~::. · Baker · c orrf 1-rm s· --that~ ·he · ,a nd··-- Ed ··Mees e--bu t 

not the· President--ha·ve talked with Fe.dera1· Reserve · Board 

Chairman '·Volc"lrer- in an -·e:ffort --·to ··ease · the ·Fed's gr ip~· on ·· th·e 

money SUPI'ly~· - He · left ··us wi·th - the impression . that · the · Fed's · 

decision · to : lower·· the discount rate ··was prom-pted · by --White 

House pressur~. ·(Baker may be · taking-m~re ~T~dit than .he 

deserves. ·-vo1·c"ker has ·never" been very res])ons·i ve· ·to ·· 

pressure '· ttr · the ~pas t ;· ··) ::-]aker·'-~~ message\·t o ""'V·olcker : ··' ' 'If -

he 's ··-1n · the- upper·: level · of the-·_money··sup])ly · [targets3 , ~-1 t · 
-

wouldn ~ t break·· our ·· hearts.~ ~Or·: "i f · ·they wen t ···a · 1"1 ttle · bit · 

beyond ·· 1 t · (the target ceiling-), ·it -wouldn't· -break·· are 
\ 

heart.'' In the past- the White House has always stressed 

that ·· the·· Pres id--ent 1 s···sa tis f ied·-wi th·· the Fed's : ·target · 

rang~. This · is the first tim~ · anyon~· has suggested the · 

range ~ay be too · · lov~ The White Bouse ' is r~ally feeling the 

beat,' ·as the ··eampa·ign ·-sea-son appro·a·che-s,- ·to: lower . interest 

(MORF) 

· PAGE: ··· . '.? 



rates and get the recovery moving. · 

Gr~l!i~f~.1~ ·:saker · insi·sts that · Reagan has not made ·· a final 

decision · o~ whether th~ · ~xtend the current ~rain agreement · 

with - Moscow, ·but he has left -his . top aides with the strong 

impression · that ·he· wtll : opt · for a · one-year exten~ion';;· When· 

wi11 ··Reagan · make · UJ,. his ··mind ?-·-:Baker notes · that the current 

agreement ··,does ·not ·expire·· un-til September 30, -so· the · 

President · doesn·'t ha·ve · to ·decide·-··for ·· t-wo more months. · 

Perhaps ·· he will .. wait ··to · dectde·-until · ·after rep·orters· ·stop 

asking him ·about it, ·sugges ts --:Baker. ·This conf-irms the- view 

that · Reagan···already '"has ·made-·up his mind but ·is hedging· in ·

order to ·minimize the political impact heTe and · in Eur~pe 

of a decision to continue grain sal·es . -. 

~1~~!1~~~- The · White · House expects some change·· in in ·'the 

situation in· Poland in· the .. next -· few · days ·~··-J!ut <Baker says he 

does not know whether the developments will be significant. 

Ee hints · Reagan ·· may· be willing to '. lift· sanct"ions against 

the gas pipeline if· Moscow complied ~ith~ only one ~ of his 

three demands--the · lifting·. of marti--al · 'law:, .· the· release ·-of 

political ~prisoners- ·and-=· the -:-·resumption·· of- a dialogue with 

Solidarity· and the · Cath-oiic ' Church~ · · He - blames Haig for ·the · 

resentment · in ·· Europ·ean- capi tals-ge~era-ted by· Reagan's 

efforts to·· block the· ptp·eline. ,The ·Europeans ' .'feel 

ir. is led'' -because· ·' 's ta te· ·sent ···an implied· signal'' during 

the ·June· ··economic -summ 1 t ·- that · ··:Reagan ·Would··: .go ·: a long with 

the· pipeline· in- exchange · ·~or limits - on credit to Mosco~. ~ 

The signal · was ~ 111 -~oundedybecause · ~eaganA never · ~ntended· to 

(MORE) 
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reverse his opposition · to the pipeline, -and Haig sh-0uld 

have known that if he 'didn't. --

. 'Pr~·-~JLB~!:..2!!mm1i,!. · · l3aker threw·-co.ld ·water : on· the·· prospect . of 

a Beagan-Brezhnev summit this · Oc·tober-. ·He has . reservations 

about the . idea and - offers · this - rationale·: The ·political 

benefits to be accrued--·from · such ·a meeting- are · very 

different · in an off-year ·election -~han they are : in a 

pres id en tial-elec-tion· year. ·.'' If - t ·t · ·were a pres id en ttal 

election ·r·'d -be red-·hot·for- a· summit · ,'~ sa·ys <Baker.- ·1lut ·a 

summit this year could · hurt Republican ·congre.ssi-onal··· 

candidates ·because · ''it would' · turn · off ·· the ---Presi-d·en.t '-s · core 

constituency' '-the .hard.line conserva t tves who · oppose · all 

links -with the ' ··Russia11s . :-Republican··congressional 

candid·a·tes ·must ·rely- on · those cons·ervativ·es · getting - out · to 

vote. ·· A· summit,.:. --says ·-:Paker, ··is -''no·t · an :- oppor-t-unity· [f·or 

political ·gain] -·unless- it's a -- suc·cessful · summit. ·An · -

unsuccessful summit ·is · a poli ti·cal · 1 iabil·ity. -You have · ·to 

· go inter it · knowing~ it ·. · will - be success·ful~ or -it's · a 

political .- minus. '' >:· ... ,,._ .... . _, 

.. . ~~!~!!£~-~~~y~g~.!:..:!m~~~mg!l!~ ··-Baker-belie-ves · Ute· amendment 

-will be adopted,- · that ---even midll1-e-of~the-road : Demo era ts who 

oppose · 1 t · will fall in l in-e because ,·of · the political 
\ 

pressu·res •·· ''When you see · ·Claiborne:, Pell and :Bob Byrd . get 

into something· with - John-· East· 'and ··Jesse Helms, ·you· get --.-· 

movement."-- Sur:pristn·gly, ·Eaker voices some concern about · 

the merits of ~he amendment. ·''The· only thing that disturbs 

me is ·that· it· :puts- too many·-specifi·cs in · the Cons ti tut ion 

(MORE) 
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that I would · like personally.'! 

- ~Qh~r!!1.§!t ... ~1Y.1t~ ·:Baker · sees· no ··J>olitical :pitfalls in · Meese, -

Shultz, Cap Weinberger an~ other administration ~ officials 

trotting off · to ·California·· for the·· annual Bohemian·· bash. -He 

notes - that there is ''instant communic·ation'' · to allow · ~ 

these · men to · keep· in touch with the White House while they 

are ·romping · in the woods. ·One can· only wond·er what kind · of 

special equip1'!ent--and at ·what cost · to taxpayers--will be 

installed at the Bohemian· retre~t for the ·benefit - of 

ad m 1 n i s t r a ti on b i gw 1 gs • · ( :Baker to 1 d SJ F th a t ·he h i_m s e 1 f has 

participated in the annual ·event twice, ·but · that he never 

~as invited to join~) 

(FND) 
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Ihe_r.~11Q~!1fg~Qmtl:.:i.i!int.i~:ci2iua·r-~te · ~~£~iir:c>u-af'·b~ri~tia&i~:_: .·.-. 
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at :_1n~:...ir!i ti Hou~~ ~' ozi · : Ii!.ticfai i ·C~~;-~·:. .. . 
- .-L..:-:" •..... ·...:. .. - . . . ' ·- · . ·--·-

- ' -The ambassadors :.of ·:.saudi · Ara:bia~: a:nct Syria brought :·.:· ' ···.-
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.. President .. Reagan ,· ·some ~ .en-courag1.ng.~~-.. -·· new ideas' 7···· :·for---':·:. -- ··:.· ·: ·· · .·._· 
... .. . .. . .. ;, .:: .. . .... :::-.;.. .. ", -· ... - ·- ___ _ .: .. .. ··-··--... . . .. . 

. . .. .. . . ·: :. . .... :.· _:;: ·.:::::::.:·: . - : - ·: .. : : .:-~ .~~-:---:c::: .. ":·:.::·-::: . . : : :.::.·~-:_:.--~;-·--\-!.:;7;_;.· . .-.-.::. :·· .. -. . . 

settling·· the ·-mess·._:.: '.in .. _.Leb:anon· ~ ·: ;.arf:c-0rd·fng·-to ·Ni ck .-·Veltotes. - · 

· --Alth·ough ·lie refu~_ed: to ·be spe.cific ~ Veliotes ···said.~:~~he :·: : 
. .. ... . ' . .. 

discussion· between '.· ·R_~agan ·and the .. a~bassad ors· _·' _.~a~<!_~:>~ : _!l_ew_ 
-.. ;'" .· ' 

. . . . .. 

element .. ·of ·posstble ··movement · ·in· the ., futu-re in the ·.:-right . 

direction·~ -,~ · -· . 
.. . 

Asked about·: re-ports- that Ira, ·:a·nd Algeria might be - ·· · 

willing t ·o:··accept- ::~he ·PLO, he · replied that i t ··1·s - ·a -:_ ··:.-_·· . 

''possi bil i"ty ~ ~~-~·::_:c_~:E.~~-;._ :< .. :· ... -·~ · _/{_::;:_:::_C:. : -·· .··· .. . ..... ......... ....... . 
- . 

'" .. . - -·: ·:::. . - .· : 
added! ': You have -.'.~ ·: : ~-~al ·problem of ·. opening up too ·many .. . :. -._ · . 

... . .. . -·· -· ... ·::-.. ..:::..:.:"'.:_:::.. . 

. ·-"Re · indi&~t.~d::·:·.th~t~·;·~the '.· -' "nelL id_e~··s : '"= ,were · d1re·C-t.ed. .at 
. · ~· ~ --··· ' . . . . ... ·:. - .~:·-:-·.;·~;::;.~~~~-::.-::·::~..:.:,.. -· ·:· . .. -... -:-.-_··::: .. _: -·- - ... :_: ·.:_ . ~~ _·:.·. 

eitding~ . t-he·~· figh-if ifg:: :rif: -.r.~_banon ;-· ~ ~ut: -iie· ··added tha_t .. ·there is 
... . 

- ~o way to ~ deal : wi :t~- :_ the Lebano_n ·problem 'd thout also 

.. . . 
. ·.~ The meeting ·· lasted· nE;!arly ·a h·alf-hour · longer than .. : . 

. . -· - .. --· . ---- ... 
.. . 

s·cheduled • . Veleotis seemed sens~=~ .tye to criticism- that 

·-- ·- ... 
·_, -. .. The fact "··th.?lt ::.the · President-- spent "So much time on :1 t 
: -~::~. . . ·.. .·· -~:::~.-- ':~' . - . - . : . -~:-- ::::.-'-''. :. ~-- . ··. ., , . : . . :. 

__ t<?_~~y· is a~-~'-~-h~r_:::~n.~_ic~ti·on ·.· of · -~1-~ __ commitment. _-. ; -~ ·:.:: · 

-.:-~.L-•;.;~l!~ie~L~i{\~~~:±~~~-.. :_·.McF_a_~~~~:~\<~iso on · backrou~cfi ~;-_: 
.-t-~I::::- -. :. '.:~_: ·.~:: ::_::·:;::·:I:_::·: ... ;'.;::~:~:;·;= :: ·: : ..... :··=7~rM~R~r >.·.~ .. ~.: . . :·. -· __ :, -~E-~~:-~~~~: .. 

• • l • ·• ~ • •• 



~ ·=?-.! '} ~~-:. :.: 

!_~·:~.·::. ··;· :-:·· 

confirmed ·-.the Nev York: :°"_ Timeso:~s ·wrj'°'7:::th:a::t··.;:.the ;.:pres1.tent · has· _., ____ , __ .. ,_ 

decided iga~ns t re~umi~g--:~~~!!~}~ii-~$~Y!t~tW~iii~1 ve ./- . -
n uc 1 ea r J est ban treaty ~ ~:~\{::I,t.;~~~~~i~!.\'::~ : .:·:~~~~:~~::~~;-0~'.:~{~:~f:_~s~i:~~ ·-· 
· :But Mcrarlane tri~d · -unsuc~.ef~~sfiil ly 

I ·::.~·":_: • ': . . . . _;: .. ~:~·~~\~~~-~--~~~: • .:-
- ... · . .- :-.... : .. ,. ·• :: . _ .. _ 

o Ii ·. the ' story. ·· .·He· sai~ - .the. ~·JJ. S. 
. . - ·--'-- - .. ~ ····- .:~ 

still is - seeking better spin 

verifica·tion · pr.ocedures_. unde·~;:~~t>;e ·:.existing treaty_. ·He 

so.ught 
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. QUEUE:SJF-SJF ·:-. MSG: ;·~ 
. .HJ .: . . IN I : : OPR:SJF 

To: mls lt jf bfp sxm jwm gp dr jg deb lh rak pa pgh 

From:QlfJ 

· !~g~fQ.ll.Q.Wi~g~Q!!1g~.:.fI.9J!l~DatlQ....:.~~-at~.ll!.g~erl!.~g-

Brg2_!&fs~L 

_ E£..Q!tQ!!l!£ Rgy!~.:._Gergen admitted that ·the figures coming 

out next week do not represent ··a true ·forecast ··of future 

developments tn the economy. He sa.ys· these figures are 

based · on a ''consensus'' between the administration and 

Con~ress, not on economic analysis. Thus~ they w111 · be 

''less · precise'' than the usual ·forecast. · 

Asked what figures the President himself is relying upon, 

Gergen replied: ''The President is relying on the n-0tion 

that his progra~ will work. There are no -separate numbers 

that ·1 am aware· of.'.' (Although it does seem that Reagan is 

ignoring the numbers, Gergen's statement is not exactly 

true. Gergen ·told me on backround Wednesday that Reagan's 

econ-0mic advisers are using· the DRI estimates~) 

·· Rg£Q.Ygr~~Gergen · refus·ed to ·describe· the ··new GNP figures 

as evidence of a recovery underway. :H~ = said we are now in a 

"transition zone." He noted ·· that most of the indicators 

are not showing any signs of re~o~ery. · ~ 'There are still 

some signs that are negative.~' · ·~ . 

~2l.l2..!._Wirthlin and Teeter are.telling Reagan that his 

job performance rating is on the rise. ·He cited three 

reasons: Ci) people are finally beginning to see slack in 

irtflation, · (2) Reagan is getting ' through with ~he · idea that 

he ·is preserving Social Security .:and (3) ·his .proposals ·for 
. . . 

(MORE) - . ·' "-- -_:.:. _:_ ' --
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nuclear arms reduction are ·winning over many people. · 

Polls show 6 out of 10 people are willing to wait another 

year for any beneficial impact from the Prsident's economic 

program, according to Gergen. 

(END) 
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TO: MLS, LT, · JF~ · ~FP, : DR, 

FA, PGE, SIM, DL!, .TG 

FROM: RAK. 

RE: - ~~g:tirDYn.a=Qn1I~iYY:....~1!1L .. :Eg~J1gg~~ .> •• 

~~gi!~~- The· steady barrage ·-of stories r-epor ting -Meese' s 

fall from · power has left him · defensive and tight ·'lipped, · 

bis morale sagging.- Never known ·for-:. betng· open--wtth .~ · 

reporters, =he is growing··ever less candid. Be parr·ot-s--- the 

official ' line· wi~h a straight face; ·and the result · is · that 

be rarely volunteers anything ·new or even acknowledges 

~eaknesses or missteps by the White House; He also ··seems ·to 

have ·less time fo! .. reporters- than he· has in ·· the-·past. ·My 

guess· .. rs .. that Meese· is growing ever more dissatisfied ·with 

the job, even as he denies that his · position of· influence 

bas chahged one - bit. 

·- - ~ .. n~£11~~-~ ' Meese-· is a·· hardliner · who will be· the·~·· last - to · 

advoca·te 1Tft1ng economic sanctions against Mo scow. ·-He says -

the easing -or· po 1 it i cal ' restrict i.ons announced· by the 

Folrs·h·-· regime this "week· is·· ''fairly-~ in·defin·ite'' ··ani-· that 

if · the steps prove ·to be more significant than · they· n ·ow 

appear-; · "''"th~n we will have to· review our ·sane ti on s. ''· 

Iieagan-'s decision on grain shipments ·to ·Moscow are .... 

' 'completely separate'' from the pipeline and · other 
. .. 

economic · ~~nctions and will not be · influenced by events · in 

Fol~rtd, says . Mees~~ · ! decision · to extend the grain 

C)greement may be announced this week·. 

(MORE) 
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---- .. . . ~ ---- - -- ·· .. -- . . .. 
. -----· .... 

. ·-. ~- .. :~;. •; -~ _. 
..... . .. 

"· " Pt'C; ... ,~I ··s·ee ~1fo - .. change · in· , ··our~: · ·p?l icy,_, regard in·g- the · Pto·· 

in the -foreseeable future, regardless.- of signs · of· movement 

ty Arafat to recognize Israel ~ Mees~ concedes, though, that 

''what we see [by the PLO] portends· a · favorable : trend.'' 

The -President still is willing to ·commit U.S. troops to · 

help evacuate · PLO . guerrillas, but it· is · appa!'ent that few, 

if anyone, in the White House still support · sending in ·the 

Marines. 

E~~£~~1~~; ~ Meese · cautiouslT avuid~ saying the · recession is 

over~ · '•The indicators are still - very sluggish." When will 

the recess ion end? ''If you' re smart, ·you announce .. the end 

retroactively, after it's already clear that · it~s -nver." 

In · its mid-year economic· review, ·the administration · has 

lowered its projections · of economic growth · in the third and 

fourth ~uarter~ ' but · Meese would -provid~ no · specifics. 

·i~t..:.:.]Il!~-: -There- is some concern·-. at .. the ·· White House that 

Beagan will -have to get more · out· 1n ·front · of the tax · 

in·cre·a·se··t ·o-- win· passage in · the House; · The- public · stfll 

tenas·- ·to regard· the ta·x hike as l3ob ~ Dole ~ s ·tax ·bill9 but 

that · may · change ~ when ·' the· House -·take s·" up the---mea sure.-

( Mee·s ·e ·; ~incidentally, quarrels with published assertions · 

that 'th~ · tax bill. is ·· the largest peacetime tax increase in 

b is"t'ory ~- -su·rely -the '·Demo era ts' phased · hikes · in Soctal 

Secur'i ty taxes ·adopted under Jimmy Carter · were higher, ·he 

says~' ) · 
- .. 

· ... ]Q°!!fID1~~~-tii!].: - : Meese · almost '·bristles at any ment1on of · the · 

Bohemian Grove. Stories about men running around in the 

(MORE} 
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n,ude a,re exaggerated 9 he says. ·. Meese certainly di~n 't want -

to discuss who from · the admini~t~ation was going · 6r what 

the members do there~ It's just· :··a summer· camp, he says. 

Meese also · says--there 'will"" be- no ··.ne·ed for Secret· Service 

protection · ''inside· the ~rove, ·'' and he doesn't know what · 

kind · of arrangement·s .. will have " to '--be made: to keep · l!aker, 

Clark, Shultz, Weinberger, et al•, in touch· with . the ·whi.te 

Rous~. Meese says he st111~ receives · Secret Service -

protection ; ('The spec'ial- pro·tecti'on··was- s"'tarted several 

rronths · ago because of the alle~ed - threats by Libyan 

ter~ori~ts~) ~ut Meese says h~· has· · no idea · how many ··agents 
. . 

are assigned to protect him and doesn't · remember -whether he 

actually ·was accompanied by- ~even SS men for his speech to 

the ··· ~rosecutors ·' ·convention --1n -<Boston. · ''I have nothing to 

do with it;'·' - he ·says. · 

(END) 
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MA:60 FMT: HJ: INI: OPR:RAK 

TC: MLS, LT, · JF, ]FP, DR, · JG, GP, LR, DXJ3, DC:E, ·· JWM @ 

PA, PGH SXM, . DL] 

FROM: RAK 

RE: ~s2~Ergn~g=nnlY_ixn_~11h_]gQ_§1m~~-2~g£1sl_g2ai2!9n!_ · 

l2_]111_.Q1sr~ 

lt~~£~=~m~ri£2n_rg!2!iQll2~ In response to President 

Mitterrand's decision to supply gas pipeline parts to the 

Soviets ·in defiance of Reagan's sanctions, Sims bluntly 

detailed a long list of U.S. grievances against the French, 

complaining that they acted, as always, ''in their contrary 

French way.'' 

Mitterrand's action ''wasn't a surprise but on the other 

band it wasn't done after any consultation with us or after 

any prior notification~ •• It does put some stress on our 

relationship~ •• They [the French] really haven't done a lot 

to make us pleased with them lately •• oThey have been very 

independent and that is what we've come to expect from the 

French ••• They haven't declared war on Germany or England 

~ut I can't think of much else that they've done for us 

lately." 

The administrations beefs with the Mitterrand government: 

l)''Their arms sales policy is something we're not happy 

with." France has been supplying helicopters to Nicaragua 

and other arms to Latin America. 2) Mitterrand ''said some 

unkind things publicly about the Versailles summit'' and 

led the European effort to thwart Reagan's request for 
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tighter economic credits to Moscow. 3)In the Middle East 

the French ''have been hot and cold,'' one · minute 

volunteering French troops as a peacekeeping force and the 

· next ~inute insisting that the UN supply the peacekeeping 

troops. Sims seems to think the French have been meddlesome 

in . their dealings with the PLO. 

The French complain that the U .s. sane ti·ons will cost many 

French workers their jobs ·but, says Sims, ''we can matth 

people here who are out of work for every French worker out 

of work. 'They want Americans to sacrifice but they don't 

~ant to sacrifice." 

£.t12!!.tl.9··:~1ll~rnQ~.!. Sims readily agrees that Reagan's 

pipeline decision is placing strains · on NATO unity but the 

Pre·si"dent believes that is the · price that must be paid for 

exerting U.s. ·· 1eadership to keep the Soviets in check. ''I 

see ~Reagan's pipeline sanctions] as divisive but I also 

see them as a policy ' that eventually will be successful 

••• we m~y be headed through some tough times with the 

Europeans. Eut we· certainly went through a time when 

America was not leading the allies. Now we may be headed 

back toward a period of American leadership again." 

Does -allied disagreement over the pipeline not threaten to 

com~romise European support for the NATO modernization 

program? No, says Sims, · the Europeans have demonstrated a 

willingness to spend more · on defense and, besides, the 

pip el iiie ·right and the NATO ·modernization program .are 

"compartmented''· in European eyes--unrelated to · each ' other. 
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~gg~ ~1D~11ng~ Sims acknowledges that the ·pipeline will be 

built despite Reagan's sanctions and that the most the U.S. 

can do is delay its completion by one to three years. Whil~ 

some hardline · voices in the administration (mostly on the 

NSC ~taff and probably Meese) are urging Reagan to continue 

trade sanctions against Moscow regardless of what happens 

in Poland," the· President sees the pipeline sanctions as 

strictly · related to progress in Poland. ''Even if the 

sanctions don't affect a change in Poland, the President 

celieves [the Soviets] should at · least take the heat for 

the sancti~ns and ·not get a free ride in Poland." 

Sims is confident that Reagan will not back · off opposition 

to ' the pipeline unless there is substantial change in 

Polando He raises the possiblity, though, of some 

''reciprocal'' U.S. action in · response to the easing of 

martial law. This might take the form of rescheduling the 

Polish debt but would not result in a retreat on the 

pipeline. 

· ~!2Jn_gg§J~ ' Sirns hints that the White House also may 

invoke ' this week's relaxation of restrictions in Poland as 

a justification for extending the grain agreement and 

increasing· the mintmum · tonnage of grain the Soviets would 

purchase under the deal. This explains why, -all of sudden, 

White Rouse aides are saying that the grain decision may be 

announced this week. Jim Baker told us on Monday that 

Reagan might not announce his decision for two more months. 

Increasing the minimum ··grain purchase (now 8 million 
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tons/year) would sound good to American farmers in an 

election year but the action would have no practical impact 

on grain · sales because the Soviets ''are going to have to 

buy · the maximum, not the minimum." 

How can Reagan justify selling wheat· to Moscow while 

insisting on other trade sanctions? Grain sales are 

different, says Sims, because they direct Russian hard 

currency to ·the West, while the ·pipeline would direct hard 

currency to the Russians ·from the West. 

· ·- E~~~~n~~~~g~!1=~1Qng:~1!§lg~I~ The ~resident's expan~ion 

of the pipeline sanctions to licensees of American 

companie~ was prompted ~y the failure of the Europeans to 

agree · to stricter credits, forcing Reagan to conclude that 

the U.S. must take stronger measures. ''The Soviet economy 

is not collapsing but it is in declin~. The President feels 

we should -not · help them make the communist system work ••• He 

feels we shouldn't do them any favors. You can bet they 

wouldn't do us ·any favors.,, . 

· Reagan's sanctions are based. ·on the White House "view · that 

in order to build the pipeline, the Soviets will ''as a 

matt~r of national · ~ride'' launch an all-out effort to 

complete the project. Such an all-out effort, in· Reagan's 

view, will force the Russians to ''take some . of their 

assets away from national defense~'' In turn, the · Reagan 

logic "concludes, the · Russians will be more willing to 

compromise on arms ·reductions since they won't be able to 

spend as much on defense. 
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Wil~ there be other economic sanctions imposed in the 

future if new opportunities present themselves? Sims thinks 

not. He believes that in future cases Secretary of State 

Shultz will persuade the President that trade is not an 

effective weapon against the Russians. {It sounds to me 

like Shultz will 'have to be awfully persuasive ~ ) 

1§g~1-~Y~Err1rg~ The Commerce Dep~rtment is conducting a 

legal review to determine what; if anything, the U.S. can 

do · to preve~t the French, ·German and Btitish firms from 

tranfer~ing American technology to · Russia for the pipeline. 

Sims does not know -whether the administration can 

effectively prevent the foreign subsidiaries of American 

firms from doing business with Moscow. 

(END) 
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Olmer, who is overseeing the Reagan administration's legal 

analysis on the pipeline, says the U.S. has ''an 

extraordinary variety of entirely legal methods'' to force 

European companies to comply with Reagan's sanctions. Among 

the actions the administration could take: 

* Place the European companies, such as the French firm 

licensed by General Electric, on a ''denied list'' under 

the Fxport Administration Act. ·This would prevent the 

companies from receiving U.S. exports of ~nx kind. Olmer 

says this would " be a severe blow to the French firm, which 

is very dependent on GE for its business and very dependent 

on American-made parts. Re also says the French firm has an 

18-month backlog of orders for rotors and will not be able 

· to supply rotors for the pipeline anytime soon, anyway. ''I 

· think what we're seeing is a bit of posturing by the French 

and th~ Soviets." 

* Seize property owned by the European companies in the 

United States. 

* Freeze assets held · by the European firms in U.S. banks. 

* Fine the European companies and issue ''letters of 
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censurle --a mild punishment. 

Olmer declines to speculate whether Reagan ever would take 

such drastic measures as freezing b2nk assets, but he 

stresses that these options are available. 

Robinson asserts that the U.S. sanctions will force the 

Soviets to ''cannabalize'' their natural gas distribution 

system to meet the delivery schedules to Western Europe. 

Gas now used to fuel Soviet industry, including defense 

production, and to supply Eastern Europe will be diverted 

to new customers outside the Soviet bloc. Altering the 

current distribution system will take time and cause 

further delays in the pipeline's construction, says 

Eobinson. Further delays will, in turn, drive up the cost 

of the project. 

The President is very serious about taking action to 

prevent the Europeans from circumventing his sanctions, 

according to Robinson. ''We didn't take this action to be 

~atently ignored," he declares. 

Robinson also claims that the sanctions already are 

responsible for the easing of political restrictions in 

Poland that was announced this week. 

(END) 




