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FROM: RAK

RE: Background-only ivu with Ed_Mees2

Reagan_vs. Andropov. The President is peeved by press

reports suggesting Yuri Andropov is a Westernized "‘closet
liveral”” who listens to jazz and rock-and-roll, drinks
Scotch and appreciates French wines. [Whisper?] Meese
claims that U.S. intelligence reports contradict what the
press has been reporting. He also shares Reagan’s
irritation. ~‘That’s a manufactured image that the Soviets
would like us to believe...The press is probably the most
gullible institution in this country. Ones guy writes
somethirg and then everybody else repeats it whether it’s
true or not.”’”

In remarks to world Jewish leaders on Wednesday, Reagan
himself mocked what has bz2en written about Andropov, but he
did not charge publicly that the rsports wére false. Reagan
said: " "There are those who suggest that a new era of
inproved East-West relations is possiblz because the new
Soviet leadership shares ¥estern tastesS....We’'re told that
Mr. Andropov drinks Scotch andi fine French wines and
listens to jazz and rock=-and-roll and r=ads Western
literature. Frankly, it doesn’t appear to affect Soviet
policy in Poland or Afghanistan.’”

Israeli tanks. The President was furious when told about
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STCRY: MEESE

the incident involving the Marine and three of General
Sharon”s tanks. Meese hints that Reagan’s reaction was
rather volatile, but he refuses to be specific. *‘Let me
just say that he felt the Marine acted appropriately.”’’
Meese says he does not want to comment more specifically,
because to 40 so would only further inflanme the situation.
Eeagan believes " “the only real solution [to prevent mors2
serious fightinz between the Marines ani the Israelis] is
to get the Israelis out of there.’” There is genuine’
concern in the Yhite EHouss2 that the growing tensions
between the Marines and the Israelis will lcad inevitably
to shooting. Meese, normally a staunch iefender of Israel’s
military policies, was angrier about the tank incident than
I thought he would be.

Kepublican senators on an anti-recession package that will
incluie jobs=creating initiatives. The #hite House is now
generally more flexible invthe face of the groundswell on
Capitol Hill for some kind of emergency relief for the
unemployed. But Meese stresses that Reagan will not accept
*Yanother CETA program or any of the unfortunate make—-work
programs of the past.’” This is another case of the
administration wanting to get on the train before it leaves
the station.

Bush_goes_to_Europe. ~"Both the private and public

[sessions] have been very constructive...lThe overall public
reaction has been very good...It has r=kindled that basic

(MORE)
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STORY: MEESE PAGE:
support for the Presiaent’s position announced on MNovembar
18, 1981.77 Meese says Bush -~ "has no more rabbits to pull
out of his hat”’ on the magnitude of thz Reagan letter.
But, then, last week Meese told me that Bush would announce
no new proposals in Europe.
Cranston. White House reaction to Cranston”’s making it
official? *‘The reaction here ranges from apathy to

indifference,’” chuckles Mr. Ed.

(END)
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FRCM: RAK

RE: Backgrourpd-only ivu with Tavid Gergenp

Fudget, Confronted by virtually uncontrollable deficits
and mounting opposition on Capitol Eill, the President is
undergoing a fundamental shift in his views on the budget,
Gergen believes. Reagan, for the first time, has told his
advisers to study all options for curbing the deficit,
including‘sizahle defense cuts and tax increases. "I take
this as a signal that he’s willing to reconsider”’” his once-
firm opposition to military cuts and new taxes. Beagan's'
budgetary priorities are no longer ““set in concrete,’”’
Gergen sees this as a very significant development.

*“There is now unanimous agreement,'including the
Fresident, that you cannot sit here and let the deficit
climb and climb and climb. That is politically‘and
economically intolerable.”” If Reagan sﬁbmits a budget
calling only for 32 billion in domestic cuts, as he
tentatively decided before Christmas, the magnitude of the

“

resulting deficits ‘would stifle the recovery in the out

L4

years., Moreover, the administration’s budget *“would be

dead on arrival in Congress....We would be dealt out of the
game altogether. We have to have a budget that is |
realistic.’”’

It is overstating the situation, however, to conclude that

(MORE)
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STORY: GERGEN

Feagan has decided to cut defense and raise taxes. EHe
simply has decided to consider options that heretofore he
has been unwilling to consider. Much of Gergen’s analysis
is based on wishful thinking. Gergen, Jim Eaker and mdst
other senior White House aides (Ed Meese excepted) have
teen trying for two years to convince Reagan to pare
defense spending ard take other steps to reduce the red
ink.

Baker struck out last year and this time around he is
trying_a more sudbtle approach, i.e., stressing the economic
and political dangers inherent in ever-growing deficits, \
while letting others (such as Paul Laxalt) do much of the
talking. In this way, Baker hopes Reagan will come around
to the conclusion that cutting the deficits is a more '
critical priority than a rapid military buildup. That, of
course, would mark an abrupt reversal of Reagan’s long-held
;osition. '

Gergen denies that CME“s projections of burgeoning
deficits have been slanted to present Reagan with the
gloomiest poSsible scenario., 3ut betweeﬁ Christmas and
Feagan’s return from California after New Year’s, OMB’s
projected deficit for 1984 had increased by 18 billion
dollars==in slightly more than a week. And the pre—ChristmaS
deficit projection was 10 billion above the November
estimate, |

Solutions. A freeze on all spending, including the

Fentagon, would save 4@ billion to 68 billion in FY ‘g4,

(MORE)
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STORY: GERGEN : : PAGE:
but the White Bouse is more concerned about the deficits
after ‘sS4, The goal of senior White House aides is to
produce a credible budget in which the deficit peaks in
1683 or ‘84, with clearly declining deficits in the
following years., Under the budget Reagan tentatively
approved'in December, the deficit would continue to grow in
‘85 and ‘86, according to the new OME projections. Gergen
c#lls an across—the-board spending freeze *‘a very
attractive idea,’’ but he adds, " 'The President has not
come around to it at all.,’” It stikes me as unlikely that
Feagan would agree to an outright freeze in military
outlays. Gérgen;reminds that Defense Secretary Weinberger
remains “tenacious to the end.”’” Meese, too, believes
defense spending canmot be cut.

In the end Reagan may agree to’some mix of modest tax
increases ‘and sizable defense and domestic cuts in order to
projeét lower deficits. -

State_of_the Union, Gergen lists the following new
initiatives as possibilities for the State of ;he Union
message, but‘he cautions that Reagan has not signed off on
all of them: Trade initiatives to boost exports and make
U0.S. companies more competitive in foreign markets; health-
cost containment legislation; measures to create more
rrivate-sector jobs bdbut no pudblic-works jobs program; the
Caribbean Basin Initiative and some scaled-down form of New
Federalism probabdly will be revived; measures to encoufage
*‘economic and legal equity for women’’; another anti-crime

(MORE)
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tackage that would include sentencing and tail reform,
changes in the exclusionary rule and in the insanity

defense,

Elizabeth Tole. Dole’s "‘promotion’” to Transportation
Secretary is a victory for Baker, who has deen wantinrg to
kick her upstairs for a long time. Senior aides regard her
as ineffective in the White Fouse. " "There are are a lot of
reople here who think she would de better cast at TOT,”’’
Gergen says wryly. Besides, the appointment was good
rolitics. ‘It gives credence to the idea that [Reagarn] is
serious about women in positions of authority,”’

Dole’s replacement, Faith Whittlesey, is someone Gergen
met in Europe last year and was very impressed with, Fe hgs
-beeﬁ promoting her for several months.

Gergen says he does not expect any other changes in Vhite
Bouse personnel but he does not ‘‘exclude €he possibility
of other changes in the ceabinet....This process of Drew
resigning might be a catalyst’’ for other cabinet
secretaries to takes stock and move on. Gergen
5pecifically mentions Raymond Donovén. But, again, this is
wishful thirnking. The fact 15 that RBaker and aqther senior
aides are hoping that Lewis’s departure will encourage
cther unwanted cabinet memdbers to take leave. [Whisper?]

MX_commission. The prime mission of the commission, in the
view of the White EHouse, is political, not technical--to
build a consensus behind a basing mode for the MX. A |

consensus in Congress “‘is almost more important than

(MORE)
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whatever particular basing mode the commission

recommends.”’’ Gergen believes dense pack is dead and that
the commission will recomend some kind of compromise basing

rode that is acceptable to most parties.

(END)
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From: sjf

i i e e B e s e e e B, S e

ith Rich Williamson, assistant to the President.

* President Reagan’s aides have spent two months painting
a gloomy budget picture for him, but they have made no_
ought to be fired.”’

®* Williamson says this problem is symptomatic of a

Y

‘paralysis’’ within the White House, which he views as a |
*“ticking time bomb.”’

* Reagan is beginning to indicate that the recognizes the
‘magnitude of the problem. '“On Monday (in the last budget
meeting) he was finally asking the right questionms.”” Plus,
he has not yet ruled ou} a spending freeze.

*‘Thevcurrent budget projections call for a 200 billion
dollar deficit in fiscal 1984, and that includes 32 billion
dollars in entitlement cuts and other savinng

* Martin Feldstein has been "““low-balling”” his forecasts,
ana George Shultz contends they are too pessimistic.

* The Presidert h&s already decided on a export package to
be presented in the State of the Union. New initiatives on
jobs and health care are still under consideration.
to him. The White House has been paralyzed by internal
rroblems, he says. This paralysis has rendered everyone
incapable of making budget recommendations to the

(MORE)
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STORY: WILLIAM ' - - ’ PAGE:

President. It’s having an impact on all policy decisions,
not just the budget. “If this is a test of the process,

the process falils. There is no budget process.”’’

Williamson does not blame the Preéident. He claims that it
is Baker’s responsibilit& to develop a consensus on policy.
(Technically, the responsibility belongs to Meese, who long
ago allowed it to pass to Baker). But he notes that Baker
does not have enough authority to dring everyone into line.
This is why Baker is so *“frustrated.’’

As orchestrated by Baker, Stockman and Darman, the entire
budget process has been designed to frighten the President
into accepting taxes and defense cuts. Everyone is painting
the worst picture they can for the President in an effort
to alter his policy. Baker, Darman and Stockman have
abandoned hope that Reagan will reduée the deficits. They
are counting on Congress to salvage the administratioﬁ.

Williamson thinks Reagan;s advisers have faliled him by
not proposing some options. No ome has the guts to step
forvard and make a proposal. Everyone is feeling insecure.
‘Everyone is~§fraid to speak up for fear of being shot down.
““Stockman is weak. Jim (Baker) is scared--he’s gotten shot
down before. And then you’ve got some key players (Darman
and Stockman) who want to propose a budget that Congress
will reject so that they can play surrogate president by
leading another ‘Gang of 17° compromise.’’

**It’s immoral,’’ says Williamson. ‘“A weatherman can
tell you it’s ralning. We’re the guys who are supposed to

(MORE)



STORY: WILLIAM

supply thé umbrellas. But we just keep telling him (the
President) it’s raining.””

Another problem: There is no agreement among Reagan’s
advisers on what should be done. ‘}In a roomful of seven

’

ﬁeople there are seven different camps,’” says Williamson.
*‘Everyone has his own agenda. There’s no consensus, and
this White House can’t function without a consensus. We're
constantly shadow—boxing. Feldstein is low-balling. Hé
thinks everything should be cut. George Shultz honestly
disagrees. He thinks everyone is being too pessimistic. Don
Pegan is all over the lot, but he seems to favor a tax
increase.’’ Even on the issue of a proposed spending
freeze, which Williamson has been pushineg, " “there are

YR 4

seven different idea of what a freeze would bde. Yet he
claims that he has convinced Baker tﬁat a freeze would be a
good idea.

Williamson is apalled thét no final decisions have been
made by the President less than a week to g0 before the
deadline for sending the budget to the printer. He notes
~these decisions originally were to be made in December.

Budget _Numbers. Originally, White House aides were
projecting a 200 billion dollar deficit if current spending
levels were maintained. In order to solve that, Reagan
ordered entitlement programs cut by 26 billion dollars. Ee
also called for cuts that would add up to 14 billion
dollars in non-entitlement programs. In the appeals

process, however, the cuts got reduced to 2¢ billion for

(MORE)
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entiflements and 16 bdillion for other programs. Thus the
current figure for proposed savihgs is 3@ billion dollars.
In the meantime, revised forecasts have boosted the deficit
upward. So even with 30 billion doilars in cuts, the
deficit will still be in the 200 billion dollar range.

New _initiatives. Several so-called "~‘new initiatives””
are being considered for the State of the Union message.
They include legislation to (1) encourage exports, (2) cut
unemployment, (3) dampen the increase in health care costs
and (4) fight crime, particularly illegal drug trafficking.

_The President has already okayed two-thirds of a proposed
new initiative to spur exports. This will be included in
the State of the Unior message. Williamson declined to say
exactly what has been approved. The proposals that were put
before the President were to streggthen the Export-Import
bank, replace the Domestic International Sales Corporation
with tax incentives for exports and revise the Foreign
Corrupt Practices Act. My guess 1s that he accepted the
first two‘proposals and rejected the third.

Reagan was to decide Thursday on.a jobs initiative. The
proposal before Reagan 1is a 7-point plam drafted by Martin
Feldstein. (It was an 8-point plan before one of the points—-
taxing unemployment compensation--became public.) Williamson
says there is a ~“high probability”” that the President
will embrace a proposal for a youth subminimum. He thinks
it’s less likely that the President will divert

unemployment compensation funds for training.

(MORE)
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The&he;ith care package has not yet been approved either.
The most controversial proposal calls for '‘co-payment’’ of
government medical benefits—-meaning that beneficiaries
would have to pay the co;t of cerfain medical proceedures
éver a certain 1limit.

The crime package is simple. The President will ask for
more money for the drug-busting task forces he’s been
tryilng to set up around the nation.
about the theme of the State of the Union. He notes that
Reagan always rewrites every speech. But he did acknowledge
that Mike Deaver has proposed that the President should
emphasize what the private sector is doirng to help. This
‘1dea iS likely to wind up in the speech.

Elizabeth Dole. White House officials are relieved to be

R e e e T e T ——

rid of Mrs. Dole. " “Sending her to the Transportation

.8

Department accomplishes two goals,”’ says Williamson. It
ruts another woman in the cabinet and it gets her out of

the White House. She’s bright, dbut she’s incompetent.””
now returned to the White House on a part-time basis. No
one knows what’s going to happen to the political shop.
Williamson thinks Reagan will allow it to lie dormant for a
while longer. Ultimately, Rollins is expected to move over
the the RNC. Rollins was not destined to remain at the
White Bouse, even before his stroke. Williamson has often
1ndicated’th§t he’d like to be responsible for the

. (moRE)
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polit;cal office, along with his current duties.
¥illiamson’s future—-off the record. Williamson is
currently considering an offer to become a top officlal for
Beatrice Foods Inc. He must decide by January 19. He says
he’s leaning toward leaving the White House. Baker once
held out the promise of a promotion to Williamson if he
stayed through the first of the year. Althougzh Williamson
aeclined to talk about it, I suspect that Baker has tolf him
that cannot make good on that promise. This is obviously

adding to Williamson’s depression.

(END)
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The following dtems come from a background lunch with
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utwiler, assistant to White House chief of staff
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® “*p glimmer of light”” 1s how Baker described recent
signals f;;m’the President that he might accept defense
cuts and”§ t§x increase.

- Eveﬁ ihe prospect of defense cuts has not eased the
feeling of frustration among White House aides. who are
caught betvéen.a stubborn economy and a stubborn President.

¥ Addiﬁg to the discouragémeht‘is the President’s
willipgness to tolerate abuses such as those by Dennis
laBlanc and the Legal Services COrporaiion. **That’s why

ve‘re golmg to lose and lose big, " says Margaret.

©% Margaret now thiﬁk§<ihét<ﬁéaéén will not run: for a

§ggg§g;3gggg She thinks he‘d rathér retire to the ranch.
* Even Jim Baker, Margaret’s boss, did.not escape her

criticism. Her biggest compiaint: Ee won’t fire people.
| Glimmer_of Light. White House staffers are by no means
confident that they have convince@ Reagan to buy defense
cuts or tax increases. One obstacle is Caspar Weinberger,
who is resisting any cuts in defense. He’s expected to say
he can’t f£ind any more cuts. On the other hand, Semator
Laxalt has been a great help to White Eouse aides in
convincing Reagan that something must be done. ~“At least

¢ ] R (MORE)
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everyone knows the President is not wishy-washy.””

¥ood._The White Fouse has not been a particularly
enjoyable place to work in recent months. Frustration with
the lack of progress, combined with bickering, has made it
difficult. Everyone is longing for some sort of change.

Abuses._Whenever Margaret complains to Baker about abuses
like the LaBlanc and Legal Services cases, he replies that
~they are "~ “penny-ante’’ matters. But she disagrees. She
says there have been even worse abuses that have not yet
come to light. These incidents create the impression that
the Reagan administration is taking advantage of the
taxbayérs. She predicts this will defeat Reagan. It also
éould even open the way the more serious offenses in the
administration. Margaret is so upset about this that she
" even asked Baker to allow her to prepare a list for the
President of abuses that need to be corrected. Baker "~ just
1aughed." | ’

Dennis LaBlanc moved from the White House to the Commerce
Department payroll because he had a quarrel with his
superior, Ed Hickey, director of support services at the
White Eouse. Dennis is'a pleasant fellow who’s teen with
the President for a long time. Hickey, who holds the title
of assistant to the President, is a former Califcrnia

security officlial with a noticable drinking prodlem.

Reagan’s_second _term. Margaret cites "~‘gut instinct’’
when she predicts that Reagan will not seek a second term.
Reagan is as sick of the the White Eouse as most everyone

(MORE)
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else working there right now, she reasons. Sﬁe thinks he
would rather return to~the ranch. She says he once told
Baker, ““You krow, I°’ve only go a few more years, I enjoy
the ranch and I°m going to there as dften as I can no
ratter what people think.””

Baker. Margaret reinforced something I°ve noticed about
Jim Baker lately. Baker is not the management whiz kid that
we cnce thought him to be. "“He can’t fire anybody. He and
the President are very much alike in that regard.’’ Baker
couldn’t even bring himself to fire the White House
hairdressers, says Margaret. He made John Rogers, White
Eouse .director of administration, fire them. ‘I told him,
“you can’t ask John Rogers to fire them. Ee’s only 26 years

'yl

old. They're old enocugh to be his parents”.

Faith Whittlesey. Margaret predicts there will be troubdle
when Faith Whittlesey, who s known to be an assertive
woman, meets up with some of the male chauvenists on the

White House_staff.

(END)
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RF: Background-oply ivu_with Robert C. McFarlanpe

McF¥arlane, deputy assistant to the President for naticnal
security affairs, is William Clark’s top deputy and the

trains behind the NSC staff.

in fact want to meet with Yuri Andropov but that he shies
away from a summit because of the general ‘expectations of
subsequent bréakthroughs" that have been attached to
Soviet-American summitry ever since the days of Richard
Nixbn'é meetings with Leonid Brezhnev. Reagan does not want
to raise expectations of a thaw in Soviet-American
relations.,

Vhat Reagén has in mind is a “‘meetirg’’ instead of a
summit, A meeting as defined by Feagen wouid not have a
detailed agenda ard would serve primaerily as an opportunity
for the two leaders to take stock of each other, "‘Ee
thinks there is real value in just knowing the person. Ee
would just like to know the enemy,;' says McFarlane.
Reagan’s view of the importance of personal relationships
in internafional affairs has beer reinforced by his
friendships with Margaret Thatcher and Felmut Kohl, Reagan
wants first to hold a "“meeting’’ with Andropov and then

(MORE)
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later hold a “‘summit’’ if and when there is an arms-

limitatior agreement,

.Mcrarlane does not anticipate a summi; in 1582 but he savs
a meeting between Reagan and Andropov is a possibility if
the oppdrtunity arises, Reégan vanted to meet with Brezhnev
end would have met with him had Brezhnev’s health bdeen
tetter, according to McFarlane, You will recall that Reagan
suggested a meeting with Brézhnev at the time of the UN
disarmament conference in New York, but Erezhnev was urabdle

%

to attend because of his health.

Igg_§gj;g§§4 The ¥hite Fouse views Andropov as
consideratly more aggressive and ambitious than was
'érEZhnev. McFarlane showed some concern in discussing this

sutject. Moscow is *‘under new leédership that shows every
indication of acceleréting the drive to exvand Soviet
influénce" and is doing so “‘with greater agility and
diversity of targets thanm d4id the previous

administration.’”’

"Under Andfopov the Soviets have launched simultaneously
major initiatives toward China, the Third VWorld, the “Middle
Fast ard stevved up the provnaganda campaign against
deployment of Pershing missiles in Furope. "~ 'The prior
administration might have undertaken one of these [major
initiatives]} Twe at the same time would have been
unusual.””’

The White House expects the Soviets to move soon "“to
reinvigorate their releationship with the PLC and renew

(MORE)



their ties to the radical Arab states.”’’ Moscbw will offer
the Aradbs (including Syria) “‘new-generation weapons
systers”” and "a larger Soviet presence’’ on the grournd.
Lrms_talks., In the next few weeks the White House exvects
Andropo€ to call for a moratorium by both sides on
deployment of new nucleer missiles in Eurovpe pending the

cutcome of arms negotiations. McFarlane concedes that such

AR Y

a proposal is an avpealing idea to throw out as
rropaganda’’ tut would of course leave Moscow with a
decidéd nuclear advantege.

It is an example of the kind of ambitious action that
rarks the difference between Androvpov and Brezhnev.
vBejéction by NATC leaders of Andropov’s arms-redpction
~ proposals “‘hasn’t caused him to let up. Ee sees an
opportunity for exvloiting the [peace] movement in Western
Furope and, through it, subverting the political backing of
incurtent leaders. Fe’s pursuing thet very aggressively.”’”
Western leaders are at a disadvantage because ihey have
done a poor job of educating the publicvabout complex arms

questions, says McFarlane, Thus, Moscow’s veace provosals

are having an impact, even though ther are only “‘clever

x4

plove . .
At the orening of the next round of START talks, the U.S.

will offer a'comprehensive plan that will cover

intermediate and intercontinental weavors. The

comprehensive vlan will include *‘*new materials but not &

new initiative.’’

(MCRE)
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largely a response to administration fears that Andropov
naj win the pronaganda'war. Bush was chosgn to make the
trip because he understands the issues verv thoroughly.
Tush attends the daily natiomal-security briefing that
Clark gives %eagan. The President trusts Rush’s judgmert on
ratters of national security, says McFarlane. Bush’s
rrimary mission is to demonétrate to the Europeans that
Reagan is sensitive to their problems. In 1983 *“we have to
Tay wmore attention to Furope than at any time in our _ :
history,”” because of the importance of NATO *“political
cohesion at a2 time when the Soviets are testing in several
i1t ferent areas,’’
MY_commission. Fas the demise of ‘‘dense pack’’ influenced
the-Fuséians' view of the START talks? "It is worrisome
but I don’t think we will know until the opening of the
next session. They may be more inclined to delay.’”’
The prime objective of the MX commission chaired by Brent
Scowcroft is to “‘make its recommendation [for a basing
mode] viable by virtue of their credibility, by virtue of
their bipartisanship and their technical excellence.’’
McFarlene does not believe dense pack is necessarily dead,
despite the ““strong congressional tide’’ against it.
Congress rejécted dense vack, McFarlane complains, because
¢f ““the inattention paid to most issues in the lame-duck
session,””

Reagan is confident that Congress will approve a rew

(MORT)
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tesineg plan and devloyment furnds by mid-Arril. Under the
continuing resolution passed by the. lame ducks, Congress
rust vote on MX within 45 days after the President submits

nis revort to Cavitol BHill (expected on March 1).

want to pull out of Lebanon and that an agreement on
foreign troop withdrawal can be reached in a short time,
The Israelis have all but dfopped their demand that Lebanon
rormalize relations. ‘‘In recent days there has been some
svidence that Israel has accepted that it cannot establish \
normaley ﬂy writ or fiat right after a war.”’

McFarlane flatly predicts that Phillip Fabid will wofk out
&n agreement within a month and that the actual pullout of
9 all foreign forces will bde accompiished within two morths,

e S e G G e B G G e S Se S G S e Go G R G

Eeagaﬁ wvas restrained in his comments ébout the lirnk
between Fulgaria ard the attempt to kill the Pope. Reagan
wanted to te careful not to complicate the effbrts of
Italiar inveétigators. according to McFarlane. But he
quotes Reagan as saying in & private briefirg, “°If this is

true it is 2 despiceble act and ought to be identified as

4

such.,’’ McFarlane adds, ““If the evidence is confirmed, vou
can be confident that the President will te very emphatic
about his view o 3.

Soviet_satellite. U.S. analysts have learned a few things
about Russian technology becsuse of the damaged satellite,

tut McFarlane says he cannot discuss it. The ordit of the

(MORE)
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satellite makes it unlikely that it will strike land but
the Soviets had nothing to do with the orbit. '“W¥hat an
outrageous vhenomenon,’” huffs McFarlane, |
I¥J. McFarlane is very receptive to our request for an
the~rec§rd 084 ard ‘“the sooner the detter,”” he says,
teceavse the administratiorn has done a poor jod of
explaining its positions on MX and the arms-coentrol
regotiations. Tut MéFarlane must get Clark”s avpproval

before accenting.

(END)
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Meese, who opposes cuts in the deferse
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dg 8 killion dollars in cuts for 1884 is the

Ta
0]
¥
-
wm
[¢]

“d
w
ot
>
m

extent of what Reagan intends to prorose. Fe will offer ro
cther specific cuts for later yeais. The savings ir “e4
will translate into some savings in later vears, says
Meese, but Feagar will not provoce deeper cuts.
gggggégz_gggglgga Meese leaves the impfession that John
~$vahj, the man nemed to be the new undersecretary of FFS,
weé'eppointed to keep watch on Heckler in the way that
Eiliiam Clark was gziven ‘the number—two job at State to keeo
an eye on 21 Faig. [Whisper?] Svahn is a true=blue
Feaganaut who helped run the California welfarﬁ department
when Reagan was governor. In addition, §vahn appeals to
coﬁ,ervatives who are unhappy with‘Eeckler’s aproirtmert
tecause of her suvvort for ¥RA and her opvositiom to a
constitutionel amendment danning adoriion. *“The
combination [of Feckler and Svakn] makes & good balanced

’

team,”” says Meese.

Jim feker created for himself by comvlaininz about Ray
Iorcvan to a Texas reporter, Messe declinmes to criticize
Raker or to discuss what the President’s reaction weas.

(MORE)

b

21/1

b ¢
bl

1

e

Loe

40



STLRY: MEESE : | ~ PAGE:

n

N

Meese only notes that if the person [Baker] who made
those comments Qas trying to force [Iono&an] out, the
comrents orly make it harder for him to leave ané ever less
likely thet the President would replace him. In that sense,
[the comments] were unoroduétive." [Whisper?]

1S£4, Tespite pressure from Jim Eaker eand other
nevudblicans suvch &s Fowerd Faker and Zobd Dole, Reagan is
not likely to make an earlyvannbuncement about his 1€84
irntentions, Meese savys. The President won’t resvond to the
rressure tecause by waitinrg to make the decision later
““you can get a btetter look at what the economy will do.””
Resides, no major Fepublican candidate will challenge
keagan if he decides to run again, no matfer how long he
‘defers a decision, says Meese, noting the Bot Packwood is
thé only candidate who would challenge Reagan if he runs
cgain., “‘And if Packwood were elected, I guess we could all
rove to New Zealand.”” Meese still believes Reagan will run

again.

from CMB--a clean bill of health fér the Legal Services
board members. Rut &s usual, complains Mesce, the liberel
rew medis downplaved the findings after ruining the
reputations of honest, hardworking people. “‘They are the

’

real victims.’’ Meese gripes that the New York Times was

““outrageously irresponsible’’ to plav CME’s finiings on
feege T-2 after all the page-one attentior it ecave to the

earlier charges of imoropriety.

(»OBE)
END
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dew 1j1
From: sjf

The following items come from a_backeround dnterview with

-— T e e e T P o e T s i e s e o s T e e R T 0. PERRA . A~

* President Reagan may propose both a " “trigger’’ tax and
& complete overhaul of the tax'system.
* Weinderger”s cuts in the defense budget were abcut ha}f
-of what Budget Director David Stockman was seeking. \
* White House officlals are so proud of their new effort_
- %o appéel to women voters that Gergen is.selling as a sign
that Reagan will seek re-electicn. '
Cw Jim Baker’s remarks about Ray Donovan probably gave. the
Laﬁor Secretary a new lease on his job.
* Gergen thinks the State of the Union will enable Reagan
to regain his momentum.
* The Social Security Ccmmission will meet again c¢n
Saturday. There’s still a slim chénge.for an agreement.
nggélli_This has been a busy and difficult week at the
White Eouse and it“s taken its toll on Gergen. Ee was
tired, cranky and very defensive. My scheduled 2:39 p.m.
appointment»was delayed until 9 p.m. 0ff the record, he was

——dacew G e T BUQLIGUT T WO § i e B S i

-—-Redacted---Redacted--Reda’cted—-Redacted—-—Redacted-—-Redacted—-—Redacted—-—Redacted-——Redacted-—-Redacted—-—-
—-Redacted-—-Redacted—-Redacted—-—Redacted—-——Redacted—Redacted——-Redacted--Redacted———-Redacteo‘-—-Redacted--—
-——Redacted——Redacted——Redacted—Redacted—--Redacted-—-—Redacted—-—Redacted—--Redacted-.—-Redacted—-Redacted-—
—--Redacted—-Redacted—Redacted—Redacted—Redacted—Redacted—Redacted---Redacted—Redacted—-Redacted-—

; O~ Aan~tad...-Redacted—Redacted----Redacted—Redacted—Redacted—Redacted-—-Redacted—Redacted-—-

~RedaCted—‘Redact ny = o Dadantafee—— el ——R t d"~ T "
Rt .. ed RedaCted""RedaCted---Redacted~£gggccgg—ml§§gggi{g; Assoses m“' -g:z:z;;g:

Cted—-Redacted—-R
"-Redacted*--Redacted—-Reda,cted---—R:Z:Cted—"

= = - . cted-— e
ne p’?_"t dv‘—gl..’?p!é.d‘ D‘I"ﬁﬂ‘nd———D.Mgnhd g:gam‘ed_RedaCted‘~'RedaCtedﬁ-RegZC[{ed RedaCted"-Redacted-—-
: TTrRRnacted-— Redacted—Rednctad, P ced—~Redacted--Redacted-
(MORE) ' edacted——Redacted.. Radars. o



~

STORY: GERGEN A ’ -0 \ PAGE:

Gergen is ob#iously upset that all of the columnists have
_started going after Reagan in the last week. Ee is furious
that some White House staffers are telling reportershwhat
Reagen ought to do differehtly. Off the record, he adds:
*“They‘ve got an upside down view of things. They think the
Fresident is working for them. It’s sheer arrogance for
them to say “this is what the President is doing wrong’.”’
As a result, Gergen was the originator of the new crackdown
on news interviews.

But Gergen thinks the State of the Union will help to
turr things around. "~ 'We’ve got to get our program out

Tthere. We’ve got to be for something. That will help.”” He

says Reagan’s reputation for stubborness will not hurt him
“‘as long as he looks like a man who’s grappling with

s

reél;ty. What bothers Gergen is that many people now
think Peagan is not living in the reél world.

Gergen insists that Reagan has not changed course. " “It’s
very difficult to argue that.an 8 billion dollar cut in
défense is a radical departure,”’’ he sgys. **0n taxes, the
basic guts of his program--10-1¢-1¢--is still in place.”’
Even with the defense cuts, the projected deficit for 1984
will still be in the neighborhood of 172 billion dollars.

_What turned Peagan around? Laxaltl helped to

L 4

“legitimize the defense cuts. The White House staff has
leerned it can have more impact by not ‘‘ganging up’; on

the President.
Because of all the leaks about the budget process, Reagan

(MORE)
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triefly considéred prempting his State of the Union with a
television aadress this week. But that idea is fading.
yet, even though he has expressed interest ?n both the
contingency tax and a proposal to overhaul the system. ' “He
riight go for both,”” says Gergen. All decisions will be
maae in the next two or three days. Repeal of indexing has
been ruled out, even though it would make sense under the
circumstances.

It has not yet been decided what type of tax would be

’

““triggered on”’ under the contingency plan. Nor is there .

‘any firh plan for overhauling the tax syStem. These things

: woﬁlu simply be mentioned in the State of the Unlon witﬁ

details to be worked out later. A tax increase would be

triggered if the deficits surpass a certain percentage of

GNP. No figure has beén set. The 1de€ is that by factoring

in the trigger tax increase, Reagan can project lower

deficits in the out-years and help keep interest rates

dbwn. Gergen confesses the that pfospe?ts for avoiding the

imposition of such a tax are slim, but he adds that there

is still a chance for a " “supply side”” economic boom.
Reagan fears that hls trigger tax plan will give Congress

a ““blank check’” to restore cuts in social programs.

Therefore, he’s going to try to make it contingent on

social program cuts. ~‘We’re going to try to make it ﬁollar—

tor-dollar, a dollar”s worth of tax increases for a dollars

worth of budget cuts,”” he says.

(MORE)
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16 billion dollars from the defense budget. Stockman never
actually recommended any specific figure, but he used 16
billior for “illustrative purposes’” in a meeting with the
President. Welnberger instantly challenged Stockman’s
assumptions. But by that time, '‘the hardwriting was
elready on the wall.”” Reagan was leaning toward some
defense cuts. Afterwards, Weinberger cleverly leaked
reports that he was resisting ggx.cuts. This made him look
good when he volunteered 8 billion dollars in savirgs. )
These defense cuts ' “make the budget politically

iy d

“salable. It enables the administrationm to "‘do other
things’“——make more cuts in social programs.

$till undecided are defense cuts in the outyears.

T o s S S o T S e e e S v S

the Union are a number of initiatives.designed to stimulate
the economy. These include a summer youth subminimum wage
and an export package. Health cost containme;t is still
uhcecided. ’
appointees and our brief to the Supreme Court,”” says
Gergen, who credits Baker with being the advocate of
women”s rights. "“People say we're not doing any
constituiency building and that’s a sign the President is
rot going to run again. Well, he’s an example of a
constituiency building effort for 1984,°°

On women’s issues, Gergen notes that Heckler 1s pro—-ERA

(MORE)
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ead anti-abortion while Whittlesey is anti-ERA and pro-
choice. (Dole tries to say as little as possible on both
subjects, but my talks with her indicate that she iS
reither_anti-ERA nor anti-abortion.) So, they’ve now got
some mére closet feminists in the administr;tion.

Zonovan. ZXven though Baker probably issured Donovan a
long run at the Labor Department, Gergen and Baker are
taking an optimistic view. At least it’s planted the idea
in the public press that Donovan ought to resign. Many
people agree with that view.’’ However, Donovan " “still ha;
a good friend in the Oval Office.”” Baker made his mistake =
by assﬁming that the Dallas Morning News was doing nothing
_more Than 2 hunting story. The interview was conducted in a i
tﬁrkeyvbiind.

§gg1g;;§ggg;;§x;_30tﬁ Jim Baker and Ken Duberstein
interrupted the Gergen interview at different times. Both
cffered the same analysis of the Social Security
negotiations. Even if no agreement 1is reached on Saturday,
Duberstein says they have narrowed the-issues and he thinks
they will continue to deal with Social Security in a

bipartisan way.

(END)
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Postcw. Bod Sims, svecial assistant to ¥William Clark, says
cr background that a prime reasor for Postow’s dismissal is
that he had had "“‘vrivate, out-of-charnel conversations
with the Soviets that may have led them to beliéve we were
willirg to give mere [on arms control] than we were,””
Tostow had been '‘saying things that were not according to
his instructions....¥e just was not & heléful member of the
team.’” | |

Sirs stops short of saying‘Eostéw is too,mudh of a dove to
sui@ Rgagan, but that ic the implicatior of his comments.

4

Lt number of other " “minor irritarts’” also contributed to
Reagan’s decisior to fire PRostow. Pressure from Jesse Helms
was not a major consideration, according to Sims.

The Turopeans will not be happy with Rostow’s departure,
says Sims, bdbut they should view the shakeup as eviderce
that Secretary of State Shultz, whom the Europeans do

resmect, is takinz charge of arms control.

. e e o -——

about Weinberger’s decision to freeze militery vay, they
would be equally upset if he had decided to cut dack or

hardware, Sims says. The military chiefs are complainirg

that they were not consulted about the pay freeze and that:

if they had deen consulted, they would have recormernded

cuts in hardware insteed of in vnav.
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with Craig Fuller:

b=

¥ President Reagan has adopted the idea of @ contingency
tax for 1986 and 1987, but he will make no specific
proposal for overhauling the tax system.

*vReagan’s proposed jobs program will include a %$2.58
summer youth subminimum, some changes in unemployment
compensation and a few dollars of new morey for training.

* Not only are Reagan’s budget decisions being made at the
last minute, but preparations for his State of the Union
are also.running behind schedule;

* Fuller thinks if’s odd that reporters are citing diarray
in the administration at a time when-—in his view-—-the
President is finally getting a grasp on things.

* Fuller thinks the projeqted 1984 fiscal deficit will be
in the neighborhood of 172 billion dollars.

_Disarray? According to Fuller, the new economic package
being together reflects an improved understanding of the
problems by Reaéan. In other words, he suggests that the
administration i1s beginning to hit its stride after
spending its first two years in disarray. For the first
time, he says, Reagan fully understands the economic

problems facing him. For the first time, Reagan himself is .
deciding to set a new course. Ke is no longer deing

(MORE)
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bludgeoned into policy changes by aldes and Congress.

N

The budget delibverations were designed, sajs Fuller, to

increase his understanding of the problems.”” No
recommendations were offered by Reagan's aides because they
assumed he would reject them. Although he prefers getting
specific recommendations from his advisers, Reagan has a
tendancy to reject new ideas out of hand. Instead, he was
presented with the unvarnished truth and permitted to
develop his own solution. '

“‘What people have mistaken for disarray is the
conciusion of a process in which all the options were

1 4

consideréd,' ‘he says. **The choices he faced were not
-easy. The frustrations and concerns result from the
difficulty of the decisions that have to be made.

Y*It’s been a process that’s been designed f&f him to
chart the course himself. Everyone in those meetings has
seen.the President’s guiding hand. There was a much greater
involvement by him in setting the guidelines at the ocutset,
and thus we spend much less time listening to appeals from
the departments. It will be a package which he really has
designed. He’s an outstanding decision maker once he has
all the information.””

Implied in Fuller’s defense of the budget process are a
number of criticisms of the way things have worked in the
past. Firsf. he implies that Reagan has not previously
understood the economic problems facing him. Second, he
implies that Reagan’s advisers have previously been inept

(MORE)
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at getting their ideas across to the President. Thirdly, he
implies that Reagan is being manipulated by a staff that

carnot influence him with direct recommerdations.

——— - S —

contingency tax, Fuller replied: ‘I wouldn“t warn you off
of that.’’ The details have not been worked out yet,
however. Ee also cautioned that Reagan will do little more
then invite Congress to overhaul the tax system. He'll

proposed no specific legislation.

—— e ——

types of unemployed workers: (1) youth, (2) the long-term
unemployed and (3) displaced factory workers. Reagan has
decided there should be something in his package for all
“three. For the youth, he has a@ready-okayed a summer
subminimum wage. EHEe will propose using some uhemployment
compensation funds for training, and also propose "‘some

x4

additional resources for training.

Exports. Reagan has approved an export package that will
include more money for the Export—Import bank and a tax
~incentive program for exports to réplace the DISC program.
Stare_of the Union. Last year, Reagen wrbte kis state of

the union speech between Christmas and New Years. Right

now, he’s still gathering materials for it. Although no
theme has been set, ‘‘he’ll try to give people an
understanding of what we’'re facing and how we got to where

e

we are on the economy. He’ll call on the private sector
1o make a bigger effort to help.

(MORE)
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Note. My interview with Fuller was unusual in one

respect: It was on the record. Under the new ¥White Eouse

rules, aldes are encouraged to speak on the record.

(END)
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RE: Backgground-opnly_ ivu with David_Gergen

Rezan _vs. Feldstein. While I was in Gergen’s office he

took a couple of phone calls to referee a dispute between
Treasury Secretary Regan and Council of Economic Advisers
Chairman Feldstein. Gergen refused to iiscuss it except off
the record (in violation of the new Whits Houses press
rules, I might add). All éergen would say is that Regan and
Feldstein disagree over a certain budget *‘option’” that
the President has yet to make a decision on (possibly
whether to endorSe contingeﬁcy taxes for later years).

One of the two—-I suspect it was Feldstein-—-wanted to give a
speech prdmoting in public his side of the argument, and in
the process try to influence the Presiient’s d=cision. The
other guy-—-presumably Regan--cried foul. Gergen, backed by
Jim Baker, apparently suceeded in preveanting the speech
from being delivered. " 'There’s a lot of blood om the floor
but I‘ve taken care of it,”” said Sergen to someone who
called to ask the outcome of the dispute. (I don”t know who
was on the other eni of the phone.)

Feldsteinhis considerably more assertive than was Murray
Weidenbaum, ani Felistéin's 1ﬁf1uence in the White House 15‘
pow something to be reckoned with. The sirains between

Regan anl Feldstein are growing. Gergen seens to respect

funom\
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Feldstein’s acumen at playing White House politics. Gergen
likes the CEA chairman but notes that Feldstein’s
aggressive manner was perﬁaps more effective in the
acadenic world than it is in the ¥Whitve House, where Reagan
places a high premium on all players being gentlemen at all
times. Playing hardball rarely gets you anywhere with this
President. Feldstein, nevertheless, 1s a player to keep an

eye on, especially if David Stockman departs from the

Disarray

L]
—— - -

Gergen believes i1t will take a long time to
recover from the public perception of disarray in the
administration. He asserts that the Social Security
édmpfomiSevprovided a badly needed 1ift but he rejects the
notion that Reagan caved in becausé he was desperate for a
deal of any kind. Reagan backei the compromise, even though
it is heavily weightgd on tax increases, because it was
the best deal he could get and a better ieal than we woulil
have gotten if we left it up to the legislatives process”’
to solve the problem.

And there is another reason why Reagan acceptel a ieal
that was not very much to his liking: ‘It allows us to put
Social Security behind us. If we hada fought for the next
six months over Social Security, we wouli n2ver have solved
the budget crisis”’ because of the poisoned partisan
atmosprhere that would have paralyzed Congress and the
aiministration.

Unless there is a real economic recovery, Rsagan will not

(MORE)
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recover from the setbacks of the past few weeks, Says
Gergen. He seems somewhat pessimistic that the recovery
ever will be strong-enough for the administration to
declare that it is at hand. He somberly notes that he
foreszes " ‘no Falklands-type event or another Mayaguez’’
that would rally the country behind the Presidant

regariless of economic conditions.

— e ——

4 A Y

than a launiry 1list’’ of new initiatives. It will be " “a
speech of hope with emphasis on bipartisanship anil a frang
assessment of where we stand as a natiom today.’’ Gergen
ioes not expect Reagan to finish the speech before Monday,
the day before it is to be delivered. |

'Reagan still has not said for cértain that he will go
along with the proposal for‘contingency taxes. He will go
for ‘“freezes of various sorts but not a freeze applied to

every program.’’

Leaks. Gergen obviously is spending a good deal of his
time trying to enforce the new rules against White House
aides giving unauthorized 1ntgrv1ews to reporters.
Theoretically, all press interviews ani the subjects they
cover must be approved in advance by Gergen. His two
assistants, Joanna Bistany and Maxine Walker, keep track of
all the requests for interviews on printea forms (with
carbons) in a black loose-leaf folier. The requests are
then given to Gergen for him to check off his apvrroval or
disapproval. Of 138 requests in a recent three-day period,

(MORE)
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Gergen approvel only 90. (He woild only discuss this
subject, too, off the record.) Gergen specifically turns
iown requests from reporters who say they want to talk to
an'aiie sbout what happenéd in a meeting with the
President, or who are seeking details on the budget
iecisions. In adiition, all aides must keep logs of their
vhone contacts with revorters and submit the logs to
Gergen. All of this paperwork is supposel to discourage
leaks and make it easier to trace them after the fact.
““People are being a lot more careful ani reéponsible in

a4

their press relations, Gergen claims. *'W2 haven’t
stopped [all leaks] but we’ve put a damper on people
ventiné their frustrations im the press.’”’

My own view is that this draconian policy will not last
long. Gergen admits that it won‘t last forever but he Says
it will last longer than I think it will. Clearly, 5erzgen
and other overworked aides are spending too much of thair
time on this nonsensé. Moreover, the policy is being
observed on a very arbitrary basis. It is riddled with
holes. Leaks and expressions of disgruntlem=2nt continue
unabated. I think a farce is being conducted by Gergen ani
Baker to humor the President, who i1s geruinely angered by
leaks and blames them for contributing substantially to the
verception of a panic-stricken White Eoussz.

Leaks are on the Presiient’s mind much of the time these
days. When Réagan learned that Magaret Thatcher had taken a
2¢=hour secret flight 10 the Falklandas, his reaction was,
Fow 41d she ever keep it from leaking to the press? " ‘He -

was really impressed with that,”’ says jergen. [Whisper?)

~lnlz
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Memo To: s 1t jf bfp jg dr gp dxb decb lh rak pa pgh daw 1j1 bk
From: sjf at the White House.
Re Consumer Prices

''Inflation is very much under control,'' declared President Reagan's
chief economic adviser on Friday.

Reacting to the new Consumer Price Index report, Martin Feldstein told
reporters: ''The progress made against inflation n the past year is truly
remarkable. It provides compelling evidence that the administration and
the Federal Reserve have pursued a successful anti-inflationary strategy.
There is good reason to believe that we have finally ended the upward
spiral of inflation that began in the mid-1960s.''

But Feldstein acknowledged in response to questions that the CPI is
probably understating the real inflation rate. Reason: The decline is
being exaggerated by the drop in home mortgage interest rates. Using a
rental equivalency to measure home ownership costs, he says the overall
inflation rate for the past year would be closer to 5 percent. He
indicated he views 5 percent as a more accurate measure. He said the
Bureau of Labor Statistics is switching to a rental equivalency next
month.

Feldstein predicted that both inflation and unemployment will ''move in
the right direction'' in the next year--even as the economy begins to
recover. But he warned that the recovery is not yet underway. There will

be no recovery, he said, until ''a couple of months after we see an upturn

in consumer sales.'!
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THE FOLLOWING ITEMS COME FROM AN ON-THE-RECORD INTEEVIEW WITH MIYE DEAVER:

* President Reagan rejected as " “unacceptable”” the first draft of the state
of the union speech that he received from his staff. Reason: "It was too harsh
on the Democrats.’’

* Reagan’s more fregquent press conferences have proven to his staff that they
made a mistake by keeping him under wraps for the past two years.

* Lee lacocca turned down an offer to become Transportation Secretary, but h2
never was offered the job of Defense Secretary. His reply: I woulin’t zo0 to
dashington if they offered me the presidency.”’”

Feagan still makes impromptu phone calls, writes letters and sends personal
checks to hardship cases. Example: He offercd recently to buy a color
television for a sick woman whose story ne reai in Parade magazine.

STATE OF UNION. The drafting of the state of the union speech began five
weeks ago under the auspices of a steering sroup headed by Mike Deaver. The
first draft was extremely partisan, says Deaver. It blame2i the Democrats for
creating such a big mess that Reazan could not be expectei to soive it during
fils tenure. The President rejected i1t because he wanted to be more bipartisan.
The speech has since zone throuzh four or five adiitional drafts. lhe final
draft will be ready on Friday afternoon for Heagan to take with him to Canp
David, where he will work it over in his usual fashion. As of Friday, they wers
still trying to develop a catch-vhrase for the speech.

The final draft 1s very conciliatory towar: the lemocrats. It cit=s the
Social Securityicompromise as an example of the kina of cooperation that Haacan
would like to foster with Congress over the neéxt two years. It becins with an |

outline of his new recommeniztions, th=n goes on to talk about the problems

(MORE)
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facing the nation.

fven though Reacan’s aides are describing hls proposais as a ~ bold, new
approach,’” Deaver says the President will NOT portray it as a chaange of
course. "It isn’t a radical departure from the policies of the past,”” says
Deaver. He will outline his provnosals for eiucation, health, crime, Jjobs and
overall spending. At the same time, ~‘he will not zo into deep detail.”” Nor
will he repeat this week”s theme: That tae problems are worse than he imazined.

When Reagan talks about the economy, he will emphasiz2 that America is 1o a
*“transitional stage.”” He“ll say that “‘we ne=2d to start lookinz at the
economy in iifferent terms’’--emphasizing the neei for " “structural chanzes’’
such as development of high-tech industries 1nstead of smokestack industries.

Even though he’s tryine to be conciliatory toward the Democrats, he’s zoingz
to force them to share the blame for the high ieficits. According to Deaver,
one important part of the speech will be “‘how d4id we get to these ieficits
over the last 4V years and how do we get out of them.”’

Deaver rejects criticism that Reagan postponed many important buiget
decisions until the last minute, thus making his decisions in haste. He blames
Conzress. He says the budget process in the White House was delayed by the lame
duck session.

REAGAN AND PRESS. Reagan’s new openness with the press reflects a genuine
desire on his part to defend himself. “‘It’s a reflectlon on Romali Reagan’s

s

attitude,”” says Deaver. "“‘He wants to do more to answer media attacks. fHe has
great confidence in himself. I’m not sure it is a change on his part. fis
natural inclination would be to get out there and speak for himself. We believe
he“s our best spokesmnan.”’ He says Feazan has felt good after his recent
sparring with the press. He likes the short briefings better than the formal
press conferences. Deaver wishes they hai hit on thils formula nmuch earlier. (It

(MORE)
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was Deaver’s overprotectivensss that kgept them from doing it earlier.)

TELEPEONE CALLS. At my request, Keagan’s secretary, fathy Osboran, has
prepared a 1ist for me of Reazan’s receat impromptu telephone calls to énerican
citizens. Deaver says Reagan has been making calls like this for years. e says
it stems from his Hollywood days when he used to reply directly to fan mail.

-

“He is a warm-hearted, generous man, ’ says Deaver. " He’s been doing it every
since I°ve known him.””

Just this week, Deaver says, he walked into the Oval Office while Reagan was
calling the families of FBI agents killed in a plane crash in Ohio. The
President was talking to the Jaughter of one of the dead azents. The woman was
obviously sobbing. Reazan’s side of the conversation was so intimate that
Deaver remarkei: "I was almost embarassed to be there.’” He told har he fathep

4

was ~‘every bit as much a hero as if he had been 4illed in combat.”’ Deaver

aided: ‘It was very touching.’’

Sometimes, Ann Higgins, White House chief of correspondence, will call
certain letters from citizens to Reagan’s attention. These are letters she
knows that he will to responi to personally. Often Heasgan will come to work in
the morning with a yellow legal pad full of hand-written replies 1o such peopie=

\

some of them three pages long. ""It”s not just “thank you for writing.’ He
responds to questions in detail and offers advice.’” He’s carried on |
correspondecce with some people like this for 37 years. He also senis personal
checks to people who need money. Not loang ago, he wrote a check for 194 dollars
o a ““destitute’” woman, but she refused to cash it because she wantel to keep
it as a souviner. Reagan wrote a seconi check for her to keep.

Deaver recounted two such stories from Heazan's days as the governur of
California: (1) He once sent two of his own tailored saits to an 2W=-year-0ld
man who was getting marriei and hai nothing to wear and (2) he left the

(MORE)
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sovernor‘s office one day with a driver, bouszht a bouguet of flowsrs along the
way and drove 22 miles to Carmichael to visit a woman whose husband was serving
in Vietnam on their wedding anniversary.

Also during hls days as governor, Heagan once invited the president of his
former fan club to be present at a dinner he attended in Indiana. "~ 'She showed
up with her hair all done up,’” says Deaver, condescendingly. “‘She had never
met Ronald Reagan, even though she‘d been president of his fan club for 25
years. Her husband was with her at the table. I remember his hands were blg ani
rough.”’ After dinner, Reagan recognized her from the podium. She was thrilled.

Her husband said: ‘I hope your satisfied.”’”

(END)
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From: sjf at the White louse

Re REAGAN TALKS TO TEENAGERS.

President Reagan, in a gquestion and answer session with a group of teenagers
broadcast on C-Span Friday, made two potentially controversial statements—-

* 0f gzovernment social workers, he saii: ““They’re not interested in doing
anything to help the people get off welfare.””

* On the subject of nuclear proliferatioan, he remarked: "I think that we 're
pretty well on our way to--if not entirely elininating nuclear proliferation,
holding it down to where a country might have a weapon orF two, but they re not
zoinz to have enought to threaten the world.’’

It was an unusually vpoor performance by Reagan. H2 spoke down to his

audlience, something he rarely does. He ended by challenging the teenagers to

* e e

‘check out his facts. Ironically, his talk contained more obvious factual

errors than usual.

(END)
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- RE: Changipg attitudes of Americap Jexdd

The White House is counting heavily on the support of American Jzwish leaders

to exert leverage on Prime Minister Begin as the means to reverse Israell
opposition to the Reagan peace plan.

The administration is very encouraged by the widespreai support for the peace

initiative from American Jews who generally oppose nearly all other Reagan
policies. But there is some disappointment at the wWhite House that American
Jews f;have no; come out of the closest,’’ in the words of N5C aide Geoff Kemp,
to openly pressure'the Begin'goverhment. (Kemp; the Natiomal Security Cquncil’s
chief Mideast specialist, does interviews on d=ep background only. This means
his coﬁments are to be attridbuted to an administration official, not to a Whitz
House aide.) )

Quiet_diplomacy? While most Jews in this country (and many Jews around the
world) support Reagan’s concept of iraiing captured territory for peace, they
have yet to exert effective pressure on Begin, as the administration hoped
would be the case. There are Several reasons for this. Foremost is the fact
that Begin is very obstinate and for the most part immune to lobbying by
Americans, no matter how influential they may be in the worli Jewish community.
In private meetings with American Jews, Begin tends to rail with iniignation,
according to Eemp, at the mere suggestion that a non-Israell should offer
advice on what is best -for Israel’s security.

Another problem for Reagan is thé loagstanding practice by American Jews of
not criticizing Israel publicly. "“The bitterness [toward Begit] ir the U.S.

Jewish community 1s mﬁted; but it’s there,”’ Says Eemp. He believes pudlic



STORY: ISRAEL , PAGE: 2

criticism wouli be more iifficult for Begin to shrug off. He notes that Begin

is ““trying to stem the tiie of concern over his policies that 1is growing 1n

the world Jewish community.””’

Vhite House strategists believe the day still will comne when Jaws in this
country are instrumental in changing Begin’s policies. If and when Jordan’s
King Hussein agrees to join in the peace talks, American Jews will have a
“‘legitimate’’ cause for which to openly break ranks with the Likud government,
Kemp says. This break, if it occurs, would be accelerated by the fact that most
American Jews are, after all, ‘““liberal Zionists’’ with close ties to Labor
Party leaders in Israel. They have never besn eSpecially close to the Likui
leadership.
Linitations. How effective can Jews be in aivancing the U.S. peace plan? By

makineg their views known to Begin in private, American Jews *“have set in
motion a trend which has genesrally served American interests, but i1t’s too
early to tell whether they will have any decisive effect on Israeli policy,””
sajs Kgmp. The White House does not expect the views of Amnerican Jewish leaders
to sway Begin on the key issue of building new settlements on the West Rank.
Begin has strong support.in Israel for establishing new West Bank communit;as/”/
because today’s settlers are largely "~ “middle-class Ashkenazim whv'iiﬁ;fa

decent home to live in.’”

Reagan and Shultz. The President and the Secretary of State have held a numbe

r

of meetings with American Jews to line up support for the peace plan. In the
next few weeks Reagan will meet with a group called the #forld Jewish Conference
to foster its support. In these meetings Reagan always slresses the positive
aspects of his peace vlan and the benefits it would provide for Israel. He
never, never puts overt pressure on American Jews, or even on Begin for that
matter. It“s just not RR’s style to get tough in face-to-face sessions.

(MORE)
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American aid. The only circumstances under which Reagan ever would consider a
suspension of U.5. aid to Isra=2l is in thes event that Begin were 10 anner the
West Bank outright, accoriing to Kemp. For all intents and purposes, Eeagan
considers it counterproductive to even hint at a reduction in U.5. aid as a
prod agéinst Begin. If the U.5. male such threats, says Kemp, the eatire Jewish
world would rally behind the prime minister. Besides, it is problematical
whether any President has enough power to enforce a decision to cut back aid to
Israel even if he wanted to.

Re the Evans & Novak column asserting that Reagan is prepared to cut off
Israeli military aid: Larry Speakes, at today’s regular White House briefing,
threw col& water on the claim that the NSC has prepared papers for Reagan’s
signatufe executing a cutoff of American aii. Speakes diid noi flatly deny the
‘column; he said only that he “‘would steer you away from it.”” My guess is that
he was being coy because someone'in the administration used Evans S Novak to
put subtle pfessure oﬁ Begin. I don’t think Reagan is seriously contemnvlating a
reducfion in aid, barring some dramatic change of circumstances in the Mideast.

Congress. The President”s room to mana2uver on U.S5. policy vis—a-vis Israel
remains as limited as ever due to the strengtﬁ of the Israeli lobby in
Washington. One of Reagan’s objectives in wooimg the support of American Jews
is to block the "“bypass mechanisms’’ through which the Israeli government can
thumb its nose at the President and still get what it wants from Congress. Kemp
conceies, howevef, that Reagan has failgi thus far to check Begin’s ability to
work directly with Congress. For example, the lame—duck Congress approved
military ani economic aid for Israel that was higher than Reagan reqﬁested
(although the final figurs was mnuch less than what the Sepate passed over the
strenuous objections of the State Department). How can Begin take any implied
threats from Reagan seriously when Congress controls the purse strircgs and is

(MORE)
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very independent on the highly politicized questioﬁ of Israeli ali? Lookinz on
the brighter side, Kemp adds, "“Begin’s influence in Congress will be
undernined if Hussein joins in peace process.”’”

.Igg_gglgng& Kemp seems to hold out considerable hope that Begin will be
replaced as prime minister by virtue of a number of different circunstances.
The recent death of his wife may make the bdburdens of the office less tolerable,
says Kemp. And he speculates that the Labor Party may someday maxe a
resurgence, but that change in Israell politics is not going to occur any time
soon. Begin is still popular enough to be re=-electeid.

The Maripnes. Defense Secretary Weinberger 1s seething over the rescent
incidents between the American peacekeeping forces and the Israelt military,
Kemp repofts. The administration believes Defense Minister Sharon is trying to
provoke the Marines in order ““to establish a track record that the U.S. is not

e,

capable of keeplng the peace.” " That explains Israeli charges that PLO
guerrillas are escaping through the American defense lines. Destroying the
credidbility of the 1nfernational peackeeping forces, says Kemp, would make it

easier for Begin to keep his troops in Lebanon over a protracted period.

(END)
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Bipariisarcship. Peagan, recogpizing the new limitations on
his power imposed by the veak econpmyﬁand‘;ne gustoﬁgrx@
handizaps of a President in hig‘thifd year; hasgdecfdeir
that a bipartisan‘approach is the only way he will
accomplish anything. Hence, the White Housevis launching

cr

what Duberstein calls “‘an outreach effort”’’ to improve o=
relations between Eeagan ani Keleemdcraté:qn.Capitoi Eilf;'
‘The targets of fh;s campéfén aré not boll weevils bﬁf
rafber.nembe}s of the Democratic leadership, such as Tip
0’Neil, Dan Rostenkowski, RusseliJLpng-and Sqoop Jackson.. ' sk
- Reagan iS'inviting six members of Congresss to the White

“

House Wedpesday night for a “stag dinner”’ in the

residence. The men, without their wives, will spend the

evening relaxing and talking informally about the economic

dilemmna and other problems facing the country. Reagzan plans

to hold other dinners in the future. H2 hopes -the more

irtimate exchanges will foster cooperation between the

White House .ani Congress ani perhaps impro?e the climate

for legislative compromisa. "It will be a non-lobbying

right,’’ says Duberstein. (The guests for mext week, off _ _
~PBIBPEY —-PBjOBDEH —POJIBPOY ~PEjIEPEY ——PEOJIBPOY P EENO o ST g RIS s
—=-P8JOBPEY----PB]0BPEY~--PO)IBPBY~---PBJOBP BN —--DBJIBDEY--—-DEJOBPEY-——-PBJIBPE N ~——PB8]OB DB Y —-P8)IBPE Y --—-PBjOBPE M~ .
===-P8JOBP8Y——-PBJIBPEN~-—PBIOEPEN~—PBJIRP 8N ~—PBJIBPE N ~—DB)IBPEY~—PBJORPEN-——PBJIBPE M ~-—-PBJIBPEY ~——-DE)}ORP Y —
~P80BP8Y——PBJOBPEY~---PBJOBPOY —~—PB}OBP 8N ——PBjOBPEY——PBJOBPON--—-PBJOBPEY—P8JOBPaY ——PB8JIEPS Y ~——-DE]ORPEN -

~—-POJOBDPEY—PBJIBPEY —POJOBPEN —POIOBPE ~—PBIOEPOY ——PeJOBPSY—~—DIJOBPAN-—DaJOBDEN ~—PBJIBDaY-—-DaJOBPaX
s——NAIANAAL -
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As an example of Reagan’s new-found bipartisan zeal,
Tuberstein cites the fact that Mike Deaver invited 0Neil 5 it s e
to g0 along with Reagan to Boston. The spesaker, howaver,

declinmed the invitalions RR probadly fourd irresistidble the~ "~~~ == 777 7=77

- ~bipartisan:-symboldism of-drinking dbeer in an Irish pub with~ — —ersrsam==w
©’Neils Duberstein also notes that Reagan and 0°Neil agr=zed - e
in advance on-a-particular-phrase in the:State of the Cpipn~ — =-"=7 - -~ = ==
speech in which Reagan:-sali-he-tooked forward to working g - |

_with the speaker on enactnent of the Sozial Secufiny -
package  ~ by Easter:?’ Reagan originally wantei to say e~ e e
—-¥ithin the.pext.huyndred dags.’’ (early %ayg) dut Q"Neil e DreStisssmelen
felt it would-mnake 4t easi=r-on the Democrats=to push P e e i S o ¢ |
through the package if Reasgan 1mposed'ths earl;er d=ailine S e e
of Easter. | . . | B L raw

Quiet bipartisan negotiations between the White Eouse and

—Democrats on a.host of dissues will begin early andi bdbe SmTooEmoin s omam
-conducted in earnest; unlike last.yeér wvhen the behini-the- e N ——
© r.scenes budget negotiations d4ii not begin until the spring: TEreY el neen
énd did not get really serious until May. = TEe WHEhaE
ggééngggggzn“ThraagEnda’germainly is ours. The debate is e et ¢ AT
going to be on our turf,’” asserts Duberstein. He maintains ;
that Keagan will continue to control the legislative N B
~~.DBPO0CESS. by.being.conciliatory.anl ready.to compromise. SO LSRR DO S . .
- -There is-a-slin-chance that.a budget conpromnisa could be . B - R D
=: worked out:eariy-detween-0’Neil and the Bresident,>but - &TEET T EETET
~->Duberstpin-thinzs ii-moreclikely thav.another protracted — - .. “omsteco.oITomEsT
2z 27Gang of 17/7 exercise will=be gonducted:tn an-effort to.~. ~ win® or -7 ° =

(MORE)
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reach a deal on the buaget.
One thing is certain: There is no recognizable
conservative coalition that Reagan can iepend on to get his
--way with Congress. Duberstein thinks it possible feor Reggan -=- - .= ¢
to-patch -togther different-coalitions for Iifforent tssuesy w-r-wauom
-ard the White House i1s hoping that 0°Neil will lean so far -
to the left that he leaves many moderate Democrats behind - 2, 883
for Reagan -to pick up. il e S s
One_budgel_scenario. Senate Eepublicans are liKely to = —
~succeed in forcinz the aininistration—to accept larger = e s
iefense cuts, says Duberstein, and the Democrats probably e e
will abandon their efforts to repeal the third year of the -

-tax cut, because they don’t have the votes. Ani in order to - o

(15

zet the Democrats to go along with-freezes andvcuts in -
domestic spending, Reagan may ultimately agree to delay’ |
indexing. g
starter for several reasons, -the most -important being that EIETIiEr U7
ﬁeagan will put it on the back burmer almost immediately.
The President wanted to send a sigral to the financial
markets that heé recognizes the need to raise taxes, if
recessary, to keep the deficit on a aeclining path. But now
he _has accomplished that by virtue,ginp:oposing“nne - ., N—
-contingency taxes. Duberstein does nol expect Rsagan to
=:zTeally push for the taxes. now ihat-he 2as-mnade his-point to -z, .- --z-
Wall Street. [Vhisper?] Moreover, Congress is less P T

erthusiastic -about the idea than- is-Eeagapa. -~ - - . P

(MORE)
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Corporate _tarxes, There is almost unaaimnous agreement among
semior #¥hite House -aides that” Reagan committed_azpolitical TIETT ST /===
blunder by blurting out his views on abolishing the |
- corporate income tax. It was am example of Reagan shooting —Te T - -
- from:the- kip-that the “White House staff has-eome~to fears> TR o e
ﬁurtng”his'Dresiﬂentiai“campaigh aides spent considerable e =
time keeping Reagan away from reporters because of the
blunt manner—in which he woull express his views. & > : -
. At last night’s Washington Press Clubd ainner I-hsari
Margaret Tutwiller, -Jim Bzker”s assistant, bemoaning to e i S o
pollster:DiTk ¥irthlin the fact that all three networks.led -~ - ==~
their newscasts with Reazan’s remarks on ébblishing e e -
'corporate iocome “taxes. Many White House aides believe the R e
A.ideé;iesermesqseriuusucnnslieration, but:the politically i i el e
ineompeteﬁt way in which'Reagan brought up the proposal
—ensures:that it will never be. considerel by anyvody. Larry. - e e

Speakes and other aides went out of their way today to make - — EE—

clear that. 4he1dea ¥s not.receiving any- serious study-at = Eiees (o0l i Taes
- the White House. All Reagan accomplished was to rsinforcs —ere s Sonmel B0
:the perception that ‘keonly cares about the rich. o read TR

Social Security deal. Duberstein believes the compromise. S .

is durable and easily pass Congress over the objections of

the AARP, fsderal emvloyees 3nd other sp2cialuintenests-umn : ey o

(END)
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RE: Reagan 2ni_Mubarak
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The following points were mnade at a background-only
briefing by Assistant Secretary of State Nick Veliotes
after two hours of talks Setween Reagan and Egyptian

Fresident Mudbarak at the White House:

* Mubarak | "made a major point”’ of emphasizing to Reagan
that, with Israeli troops in Lebanon, time is running out
on ﬁrospects for salvagirg the peace process. Events in.
Letarnon afe threatening the entire peage process, Mubarak
stressei. The first priority for all parties must be to g=1
the foreign troops out of Lebanon. .

% "Reagan and Mubarak agre=4 thap the_ onus is oﬁ Prime
Minister Begin to resolve the impasse 1n Lebanon, and that
Israeli settlements on the West Bank " “are z major obstacle
to peace." Veliotes ass=rted that once the Israelis get
out of Lebanon, an agreement on the pullout of PLD and
Syrian forces could be achieved quickly. -

* Mubarak stressed to Reagan that "~ "it was viewed
universally as an &merican responsibility”” to get the
Israelis out of Lebanon. Reagan ~“indicated his own
1mpatience ™ with Israel”’s reluctance 1o agree to an earkty

withdrawal from Lebanon. ' Prasident R2azan is very

(MORE)
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impatiert with the lack of progress so far in the Lebanon

L4

situation,”” said Veliotes.

* Mubarak ' emphasized Egypt’s commitment to peace with
Israel and to the [Camp Davii] peace trzaty...2is comments
were clear, emphatic.”’ Mubarak restatsi his intention to
returr Egypt ‘s ambassador to Tel Aviv after there is an
agreenent on Israeli withirawal from Lebanon.

¥ KReagan expressel a willingness 10 assist Egypt in a
_number of water, sewer ani agricultural projects, and he 15\ =

receptive to Mubarak’s rejuest for more flexibility in

spending U.5. economie asslistance.

(END)

G

=3

4]



STORY :FELDSTEIN QUEUE:NRD-NRD ¥3Gs

Mi:€o  FMT: BJ: Nty — --__OPR:PAE  ;@1/

-e
o™
w
(WY
(3]
ae

(13
1S

T0: MLS, LT, JF, BFP, DR, JG, GP, DIB, DCB, LH, an,
Ph, P3H, SXM, DAW ’
FROM: RAK

kKE: Whit2 House notes

ECONOMIC -INDICES. CEA Chairman Feldstein told reporters at
a white House briefing that the 1.5 percent rise in
December’s leading ecomomic indicators “‘proviies good

a4

suppori for-our cautious optimism”” that the recovery will °
bégin earlj,this‘year. ““A.rescovery beginning in early 1383
looks increasingly likely,’’ he said.

_ But Feldstéin refused to be pinned lown on exactly when

; the the recession will end. ““I ion’t know whenAihe

recovery is going 16 begin...It’s difficult to be confident

whether 1t is going to begin in January or February.’’

The rigeiin‘the indicators was widespreai, affecting most

sectors ofA
questions, he ééid the Vggigaﬁbuse still anticipates a very
modest declfne in unemployment over th=2 n2xt year, andi he
1id not rul= out the likelihooi of the unemployment rate
toppirg 11 percent. He also said that the "“reiuction in
interest rates over the past six months\has unioubtedly
contributed to a strengthening of economic activity.”’
There are ample reasons for interest rates to continue to
fail, Feldstein saigd.

JOBS EILLS. Larry Speakes said at today’s regular briefing
that Reagan remains firmly opposed to public-works jobs

(MORE)
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orograms, despite the growing pressures fron‘Capitol Hi1ll
for Jjobs-creating legislation. Reagan will stick to the
joBs prcposals he outlined in his étate of the Uniorn -
speech. ““That’s the program he intends to pursue.’’

ISRAEL. Asked about Israeli Defense Minister Sharon’s
assertion that Israel shoull ievelop closer ti=s to Moscow,
Speakss saii, ““We think that’s the business of the

Israelis.’’ The White House does not take Sharon’s comments

seriously.

(END)



	Item 1
	Item 2



