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TO: MLS, LT, JF, BFP, DR, JG, GP, LB:, DCB, DX'B, HIM, SJF, 

., PA'; PGfi , SXM, DLB, DA W 

FROM: RAK 

RE: li~£~~IQ~a!=QB1I-1Y~-~1lh-~~-tl~~~~ 

R~~g~n_Y~~-!g~r~~~!~ The President 1s peeved by press 

reports suggesting Yuri An1ropov is a westernized ''closet 

l iberal'' who listens to jazz and rocK-ani-roll, drinKs 

Scotch and appreciates French wines. [W hisper?] Meese 

claims that U.S. 1ntell1gence reports contradict what the 

press has been reporting. He also shares Reagan's 

1rr1tation. ''That's a manufactured image that the Soviets 

would 11[e us to believe ••• The press is probably the most 

gullible institution in this country. ~ne guy writes 

so~ething and then everyboQy else repeats it whether it's 

true or not.'' 

In remar~s to world Jewish leaders on Wednesday, Reagan 

himself ~oc~ed what ~as been written about Andropov, but he 

did not charge publicly that the reports were false. Reagan 

said: ''There are those who suggest that a new era of 

1 ~proved East-west relations is possible because the new 

Soviet leadersh i p shares Western tastes •••• ~e're told that 

Mr. Andropov drinks Scotch an1 fine French wines and 

listens to jazz an1 rocK-ani-roll and reads western 

l iterature. Frankly, it doesn't appear to affect Soviet 

po li cy in Poland or Afghan i stan.'' 

lar~g!!_lfillt~~ The Pres i dent was fur i ous when told about 

(MOR E) 



STCltY: 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 ioes not want to com~ent Tiore specifically, 

because to do so would only further lnflaTie the situation. 

Reagan believes ''the only real solution [to prevent Tiore 

serious fighting between the ~arines ani the Israelis] is 

to get the Israelis out of there •. " There is genuine · 

concern in the ~hite House that the growing ten~lons 

between the Marines and the Israelis will lead inevitably 

to shooting. Meese, normally a staunch iefender of Israel's 

~111tary policies, was angrier about the tank incident than 

I thought he would be. 

Rg£g~i1Qg_rgl1gf~ Meese has been negotiating with 

Hepublican senators on an anti-recession package that will 

incluie jobs-creating initiatives. The ihite House is now 

~enerally more flexible in the face of the groundswell .on 

Capitol Hill for some kind of emergency relief for the 

unemployed. But Meese stresses . that Reagan will not accept 

''another CETA program or any of the unfortunate ~ake-work 

programs of the past_.'' This is another case of the 

administration wanting to get on the train before it leaves 

the station. 

liY~Q_gQ~~_lQ_EYtQE~~ ''Both the private and public 

[sessions] have been very constructive ••• The overall public 

reaction has been very gooi ••• It has rekindled that ·basic 

(MORE) 
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STORY: MEESE 

sup~ort for the Presi~ent's position announced on N ove~b:r 

18, 1~81." Meese says Bush ''has no more rabbits to Pull 

out of his hat'' on the magnitude of th: Rea~an letter. 

But, then, last weeK Meese toli ne that Bush would announce 

no new proposals in Europe. 

~!~Q21Qn~ White House reaction to Cranston's making it 

official? ''The reaction here ranges fron apathy to 

indifference," chuc~les Mr. Ei. 

(END) 
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FRCM: RAK 

Sr;, 

!YQ!~l~ Confronted by virtually uncontrollable deficits 

and mounting opposition on ~apitol Eill, the President is 

undergoing a fundamental shift in his views on the budget, 

Gergen believes. Beagan, for the first time, has told his 

advisers to study ~!1 options for curbing the deficit, 

including siza~le 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. F.eagan's 

bud~etary priorities are no longer ''set in concrete." 

Gergen sees this as a very significant development. 

''There is now unanimous agreement, including the 

Ires1dent, that you cannot sit here and let the deficit 

climb and climb and climb. That is politically and 

economically intolerable." If Reagan submits a budget 

calling only for 30 billion in domestic cuts, as he 

tentatively decided before Christmas, the magnitude of the 

resulting deficits ''would stifle the re~overy in the out 

years." Moreover, the administration's budget ''would be 

dead on arrival in Congress ••• ~We would be dealt out of the 

game al together. ·We have to have a budget that is 

realistic . " 

It is overstating ihe situation, however, to conclude that 

(MORE) 
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STORY: GERGEN 

Beagan has decided to ·cut defense and raise taxes. Ee 

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. ~aker and most 

other senior White House aides (Id Meese excepted) have 

been trying for two years to convince Reagan to pare 

defense spending and take other steps to reduce the red 

ink. 

Baker struck out last year and this time around he is 

trying a more subtle approach, i.e., stressing the economic 

and political dangers inherent in ever-growing deficits, 

~bile letting others (such as Paul Laxalt) do much of the 

~alking. In this way, Baker hopes Reagan will come around 

~o · 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 

i:osition. 

~ 

Gergen denies that OMl!'s projections of burg·eoning 

deficits have been slanted to present Reagan with the 

~loomiest possible scenario. But between Christmas and 

Eeagan's . return from California after New Year's, OMB's 

projected deficit for 1984 had increased by 10 billion 

dollars--in slightly more than a week. Apd the pre-Christmas 

deficit projection was 10 billion above th~ ·November 

estimate. 

~Ql~!1~B~~ A freeze on all spending, including the 

Pentagon, would sa~e 40 billion to 60 billion in FY '84, 

(MORE) 
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STORY: GI'RGIN 

but the White House is more concerned about the deficits 

after '84. The goal of senior White Bouse aides is to 

produce a credible budget in which the- deficit peaks in 

1983 or '84, with clearly declining defic~ts 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 OM] projections. Ger€en 

calls 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 

Beagan ·would agree to an outright freeze in military 

-outlays. Gergen · reminds that . Defense Sec re ta ry i'einberger 

remains ''tenacious to the end." Meese, too, believes 

defense spending cannot be cut. 

In the end !eagan may agree to some mix of modest tax 

increases ·and sizable defense and domestic cuts in order to 

~roject lower deficits. 

l21~!~_.QL!g~~!!!l1.2!l.1 Gergen lists the following new 

initiatives as possibilities for the State of the Union 

~essage, but he cautions that Reagan has not signed off on 

all of them: Trade initiatives to boost exports and make 

U.S. companies more competitive in foreign markets; health-

cost containment legislation; measures t~ create more 

private-sector jobs but no public-works jobs program; the 

Caribbean Basin Initiative and some scaled-down form of New 

!ederalism ~robably will be revived; measures to encourage 

''economic and legal equity for women''; another anti-crime 

(MORE) 
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STORT: GERGEN 
.. 
~ackage that would include sentencing and tail reform, 

changes in the exclusionary rule and in the insanity 

defense. 

!l1~~:E~!LI2l~.& Dole's ''promotion'' to Transportation 

Secretarr is a victory for ~aker, who has been wanti~g to 

kick her u~stairs for a long time. Senior aides regard her 

as ineffective in the White Rouse. ''There are are a lot of 

~eople here who think · she would be better cast at . DOT," 

Gergen says wryly. ]esides, the appointment was good 

~olitics. ''It gives cred~nce to the idea that [Reagan] 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 has 

~een promoting her for several months. 

-~ 

Gergen says h~ does not expect any other changes in White 
• • 

Eouse personnel but he does not ''exclude the possibility 

of other chan@es in the cabinet •••• This ~recess of Drew 

resigning might be a catalyst'' for other cabinet 

secretaries to takes stock and move on. Gergen 

specifically mentions Raymond Donovan. ]ut, again, this is 

•ishful thinking. The fact is that Baker and other senior 

aides are ~QEiBB that Lewis's departure will encourage 

ether unwanted cabinet members to take leave. [Whisper?] 

~Z-£2mm1~~12~~ The prime mission of the ·commission, in the 

view of the White House, 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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STCBY: GERGEN 

~hatever particular basing mode the commission 

recommends." Gergen believes dense pack is dead and that 

the commission will recomend some kind of compromise basing 

wode that is acceptable to most parti~s. 

(IND) 
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To: mls lt jf bfp dr jg gp lh deb jwm ~ak ~a pgh dav -dlb 

From: sJf 

I~~-!2ll2~~~&-ll~m1_~Qfil~_fr..Q!!l-!_~~~-~~~!et2~~_!~!~t!l~~-

w i th Rich Williamson assistant to the President. 
--------------------L------------------------~--

* President Reagan~s aides have spent two months painting 

a gloomy budget picture for him, but they have made ~Q

~£Q~filgn~s11Qn~ for solving it. ''It's an outrage. We all 

ought to be fired.~' 

~ Williamson says this problem is symptomatic of a 

"par-alysis" within the 'lihite House, which he views as a 

''ticking time bomb.~' 

• Reagan is _ beginning to i ndicate that the recognizes the 

magnitude of the problem. ''On Monday (in the last budg~t 

meeting) he was finally asking the right questi-0ns." Plus, 

h~ has -not yet ruled out a spending freeze. 

* ' The current budget projections call £or a 200 billion 

dollar deficit in fiscal 1964, and that includes 30 billion 

dollars in entitlement cuts and other savings~ 

_ • Martin -!eldstein has been ''~ow-balling'' his forecasts, 

antt George Shultz contends they are too pessimistic. 

* The President has already decided on a export package to 

be presented in the State of the Union. ~ew initiatives on 

jobs and health care are still under consideration. 

-~~r~!z~12~_Williamson was extremely upset when I talked 

to him. The White House has been paralyzed by internal 

problems, he says. This paralysis has rendered everyone 

incapable of making budget recommendations to the 

(MORE) 
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STORI: WILLIAM 

President. It's having an ·impact on all policy decisions, 

not just the budget. ''If this is a test of the process, 

the process fails. There . is no budget process." 

Williamson does not blame the President. He claims that it 

is Baker's responsibility 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 ~aker 

does not have enough authority to bring 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 1s painting 

the worst picture they can for the President in an effort 

to alt~r his policy. Baker, Darman and Stockman have 

aban~oned hope that Reagan wi~l r~duce the deficits. They 

are counting on Congress to salvage the administration. 

Williamson thinks Reagan's advisers h~ve failed him by 

not proposing some options. No one has tne guts to step 

forward and make a proposal. Everyone is feeling insecure~ 

Everyone is -afraid to speak up for .fear of being shot down. 

''Stockman is weak. Jim (Baker) is scared-phe'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 raining. We're the guys who are supposed to 

(MORE) 

PAGE: 



STORY: WILLIAM 

. 
J 

supply the umbrellas. ~ut we just keep telling him (the 

President) ·1 t 's· raining.'' 

Another problem: There is no agreement among Reagan's 

advisers on what should be done. ''In a roomful of seven 

people 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. He 

thinks everything should be cut. George Shultz honestl1 

disagrees. He thinks everyone is being too pessimistic. Don 

F.egan 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 pushing, ''there are 

seven different idea of what a freeze would be.'' Yet he 
. . 

claims that he has convinced ~ake~ that a fre~ze would be a 

go.od idea. 

Williamson is apalled that no final decisions have been 

made by the Preside~t less than a week to go before the 

deadline for sending the budget to the printer. Re notes 

. these decisi~ns · originally were to . be made in December. 

~YQJ~~1-NllmQg_ts_.:.._Originally, White Ho.use 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 20 billion for 

(MORE) 
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~TU.It I: I .Ll..L.LAM 

. . 
·entitlements and 10 b1111on ·for other programs. Thus the 

current figure for proposed savings· is 30 billion dollars. 

In the meantime, revised . forecasts have boosted the deficit 

upward. So even with 30 billion dollars in cuts, the 

deficit will still be in the 200 billion dollar range. 

N~~-!a11!~1l!~l~ 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 bas already okayed two-thirds of a proposed 

new initiative to spur exports. This will be included in 

the State of the Union message. Williamson .declined to say 

exactlj what has been approved. The proposals that were put 

·b.efore the · President were to _stre~gthen the Export-Import 

-~ - b-a.nk·, - replace the Domes tic In terna ti anal Sales Corpora ti.on 

with tax incentives for exports and revise the Foreign 

Corrupt Practices Act. My guess is that he accepted the 

first two proposals and rejected the third. 

Reagan was to decide Thursday on .a jobs initiative. The 

proposal before Reagan is a 7-point pl•n drafted by Martin 

Feldstein. (It was an B-poin~ 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 subminimu~. He thinks 

it's less likely that the President will divert 

unemployment compensation funds for training. 

(MORE) 
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~TORl: WILLIAM 

The health care pa~kage has ·not yet been approved either~ 

The most controversial propo·sal calls for "''"co-payment'' of 

government medical benefits--meaning that beneficiaries 

~ould have to pay the cost of certain medical proceedures 

over a certain limit. 

The crime package i~ simple. The President will ask for 

more money for the drug-busting task forces he's been 

trying to set up around the nation. 

~1~1~_£f_!~~-q~1Q~!..-Williamson was reluctant to talk 

about the theme of the State of the Union. He n~tes 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 doing -to help. This 

1dea is- likely to wind ·up in the speech. 

E!.!!~12.~!h ~&l~!..-_Vhi te House officials are relieved -to ·be 

r~d of Mrs. Dole. ''Sending her to the Transportation 

Department accomplishes two goals," says Williamson. ''It 

puts another woman in the cabinet and it gets her out of 

·-t'he- White · Rouse. She's bright, but she's incompetent." 

~Q!!~1~s!~~~~sr1m~n1~_Political director Ed Rollins has 

now returned to the White House on a part-time basis. No 

one knows what's going to happen to the political shop. 

'fl1lliarnson 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 Eouse, even before his stroke. Williamson has often 

indicated ' that he'd like to be responsible for the 

(MORE) 
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STORY: WILLIAM 

political office, along vi th his current duties. 

~!.ll1~~Q.L~-f.u11u:.e.==2.ti-1hLt~~L-~ i 11 i .ams on is 

currently considering an -offer t~ become a top official 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 1f he 

stayed through the first of the year. Although williamson 

aeclined to talk about it, I suspect that Baker has tou(him 

that cannot make good on that ~romise. This is obviously 

adding to Williamson's depression. 

(END) 
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~gtg~r~!..jytw~lerL_s_~1sta!!l_12-~Q.it~g~Y.2~_&.~~~t-~i-21S.tt_ 

• '!'A glimmer of lighf'"-· ts how Baker described recent 

signals {fom· the President that he might accept· defense 
~~~~~!'.:;..-:: 

cuts ani~~_Ct-~x increase;._ 
::~.J.~.::; 

* Eve~ ibe prospect of defense cuts has not eased the 
- . 

feeling of frustration· amon~ ·White House aides, who are 

caught betwe~n .a stubborn economy and a stubborn President •. 
. ..... . . .. . - . . , 

·• Adding -to the discouragement is the President s · 

wi~lingness to tolerate abuses such ~s those by Dennis 

LaElanc and the Legal Services Corporation. ''That's why 

we're f;O"i-ug 'to los·e.· ~ a~-~!-~se ·~ig,_.::_'. says Marga~et. 
' ... . ..... ,,.. ~-

_.,, •. -··--- .. ---· 
"* Ma·rgar~·t nov thii1k:s- thai Reagan ~l!.!.-1lo:t _ry_Ji.Lt.£.t._L 

........... ~- ........... ... ... . .... , .... 

~£Q~~r!!L!. . She thinks h~-~ d·· rather r~tire to the ranch. 
. - -

· ·Even Jim Baker. Margaret's boss, did not escape her 

criticism. Her biggest complaint: Be won't fire people. 

~!!mm~I-Qf.1!1~!~_Wh1te House staffers are by no means 
"" 

confident that they have convinced Reagan to buy defense 
. . . 

cuts or tax increases. One obstacle is Caspar Weinberger. 

who is resisting any cuts in defense. Re's expected to say 

he can't find any more cuts. On the other hand, Senator 

Laxalt has been a great help to White Rouse aides in 

convincing .Reagan thal ·something must be done. ''At least 

( } (MORE)" 
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STORY: WHUl 

everyone knows the President is not wishy-washy." 

~~~~~-The White Eouse has not been a particularly 

enjoyabl~ 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 •. 

~~£~~~~-Whenever Margaret complains to Baker about abuses 

like the LaBlanc and Lega~ 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 

taxpayers. She predicts this will defeat Reagan. It also 

cciul4 even open the way the more ~erious offenses in the 

administration. Margaret is so upset about . this that she 

eien asked ~aker to allow her to prepare a list for the 

President of abuses that need to b~ corrected. Baker ''Just 

laughed.'' 

Dennis LaBlanc moved from the White House to the Commerce 

Department payroll because he had a quarrel with his 

superior, Ed Rickey, director of supp"ort services at the 

White Eouse. Dennis is a pleasant fellow who's been with 

the President for a long time. Hickey, who holds the title 

of assistant to the President, is a former California 

security official with a noticable drinking problem. 

~2gsa~~-~££A~_!g,rm~_Margaret cites ''gut instinct'' 

when she predicts that Reagan will not seek a second term. 

Reagan is as sick of the the White Rouse as most everyone 

(MORE) 
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STOR!.: WEUl 

else working there right .now, she reasons. She thinks he 
-

would rather return to the ranch. She says he once told 

Baker, ~'You know, I've only go a few more years, I enjoy 

the ranch and I'm going to there as often as I can no 

~atter what people think." 

~s~rL_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 

House .director of administration, fire them. ''I told him, 

'you can't ask ~ohn Rog~rs to fire them. Ee's only 26 years 

old. They're old enough to be his . parents'." . 

l~!lb-~b!l!i~i~lL-Margaret predicts there will be trouble 

when Faith Whittlesej, who's known to be an assertive 

woman, meets up witb some of the male chauven1sts on the 

White House ·staff. 

(END) 
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Mc!arlane, de~uty assistant to the President for national 

security affairs, is William Clark's top deputy and the 

trains behind the ~SC staff. 

in fatt wa~t to meet with .Yuri Andropov but that he shies 

away from a summit because of the general ''expectations of 

subseQuent breakthroughs'' that have been atta6hed to · 

Soviet-American summitry ever since the days of Richard 

Nixon's meetings with Leonid ]rezhnev. Reagan does not want 

to raise expectations of a thaw in Soviet-American 

relations. 

What Reagan has in mind is a ''meeting'' instead of a 

summit. A meeting as defined by F.eagan would not have a 

detailed agenda and would serve primarily as an opportunity 

for the two leaders to take stock of each other . ' 'Ee 

thinks there is real value in just knowing the person. P.e 
. , , 

would just like to know the enemy, says McFarlane . 

Reagan 's vie~ of the importance of personal relationships 

in .international affairs has been reinforced bv his . . . ~ 

friendships with Margaret Thatcher and Eelm~t Kohl. Reaga~ 

aants first to hold a ''meeting'' with Andropov anrl then 
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late~ hold a ''summit'' if and when there is an arms-

lirr:itatior. agreement. 

Mciarlane does not anticinate a sum~it in 1983 but he says 

a meeting between Beagan and Andropov is a possibility if 

the o~portunity arises. Reagan wanted to meet with Brezhnev 

e ~ d would have met with him had Brezhnev's health been 

cetter, according to ~cFarlane . · You will recall that Reagan 

suggested a rreeting with 3rezhnev at the time of the UN 

disarmament conference i~ New York, but !rezhnev was unable 

to attend because of his health. 

I~~-~2!1~!:~ The White Rouse views Andropov as 

~o~sider~bly more aggressive and ambitiou~ than was 

Erezhnev . ~cFarlane showed some concern in discussing this 
. ,· ' sutject . Moscow is under new leadership that shows every 

indication of accelerating the drive to expand Soviet 

influence'' and is doirig so ''with greater agility and 

diversity of targets than did the previous 

administration ." 
. 

· under Andropov the Soviets have ·1aunched simultaneously 

\ 

~ajor initiatives toward China, the Third World, the ~iddle 

Iast a~d stepned un the pro~aganda campaig~ agains t 

deployment of Pershing missiles in Furope. ''Th~ prior 

administration might have u~dertaken one ~f - these [major 

initiatives] . Twr. at t~e same time would h2ve been 

unusual ." 

The White House expects the Soviets to move soon ''to 

reinvigorate their rel2tionship with . the PtO and renew 

(MOPE) 
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their ties to the radical Arab states." Moscow will offer 

the Arabs (including Syria) ''new-generation weapons 

syste~s'' and ''a larger Soviet presence~' on the ground . 

~!~2-!sl!~~ !n the next few weeks the White House exnects 

Andropov to call for a moratorium by both sides on 

deployment of new nuclear missiles in Eurone ~ending the 

cutcome of ar~s negotiations. Mciarlane concedes that sue~ 

a proposal ''is an appeal.ing idea to throw out as 

~ropaganda'' tut ~ould ot course leave Mo scow ~ith a 

decided nuclear advantage. 

It is an examnle of the kind of ambitious action that 

~arks the difference between Andropov and . Brezhnev . 

Eejection by NATC leaders of Andropov's arms-reduction 

froposals ~'hasn't caused him to let up. Re sees an 

\ 

opportunity for ex~loiting the [peace] movement in Western 

!urope and, through it , subverting the political backing of 

incu~oent leaders . Fe's pu~suing that very aggressively." 

Western leaders are at a disadvantage because they have 
. 

dobe a poor job of educating the pttbli c about compley arms 

questions, says McFarlane. Thus, Moscow 's ueace ~roposals 

are having an i~nact, even though they are only ''clever 

~loys .'' 

At the opening of the next round of START talks, the U. S. 

~ill offer a comprehensive plan that will cover 

intermediate and intercontinental wea~or.s. The 

comprehensive ulan will 1nclude ''new mate~ials but not a 

ne~ initiative.' ' 

(MORE) 
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Y~-~~2n~ Th e vice president's upcoming trip to Iurope is 

largely a response to administratiop fears that Andropov 

~ay win the ~ronaganda war. ]ush was chosen to make the 

tri~ because he understands · the issues very thoroughly. 

!ush attends the daily national-security briefing that 

Clark gives Beagan. The President trusts Pus~'s judgmer.t on 

~atters of national security, says McFarlane. Bush's 

~rimary mission is to demonstrate to the Europeans that 

Bea€an is sensitive to th~ir problems. In 1983 ''we have to 

~ay ~ore attention to Europe than at any time in our 

history, " because of the imnortance of NATO ''~olitical 

Gohesion · at a time when the Soviets are testing in several 

differ~nt areas." 

~~-fQ~~1~212n~ Eas the demise of ''dense pack'' influer-ced 

the· Rus~ians' view of the START talks? ''rt is worrisome 

but I don't think we will know until t~e opening of the 

next session. They may be more inclined to delqy.'' 
. 

The prime objective of the MX commission chaired by Brent 

Scowcroft is to ''make its recom~endati~n [for a ~asing 

~ode] viable by virtue of their credibility, by virtue of 

their bipartisanship and their technical excellence." 

McFarlane does not believe dense pack is necessarily dead, 

despite the ''strong congressional tide'' against it. 

Congress rejected dense pack, ~cFarlane complains, becau~e 

cf ''the inattention paid to most issues in the lame-duck 

session." 

Reagan is confident that Congress will approve a r.ew 

(MORF) 
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basing plan and ~enloyment funds by mid - April . Under the 

continuin€ resolution pas sed by the. lame ducks , Congress 

rrust vote on MX within 45 days after the President submits 

his renort to Canitol Hill {exuected on March 1) . 

~1291~-~22~~ P.eagan is very confident that the Israelis 

~ant to pull o~t of Lebanon and that an agree~ent on 

foreign troou withdrawal can be reached in a short time . 

The Israelis have all but dropped their demand that Lebanon 

normalize relations . ''In. recent days there ha s been some 

evidence that Israel has accepted that it cannot establish 

normalcy by wr~t or fiat right after a· war . " 

~cFarlane flatly predicts that Phillip . F.abib will *Ork out 
. 

an agreement within a month and that the actual pullout of 

all .foreign forces will be accomplished withi~ two months . 

J9~-!~1gsrl§~_£2~~~Q!12n~ At last week's press conference 

Beagan was restrained in his comments about the link 

between ~ulgaria a~d the attempt to kill the Pope . Reagan 

~anted to be careful not to complicate the efforts of 
. 

It~lia~ investigators , according t6 McFarlane . But he 

quotes Reagan as sayin~ in a nrivate briefing, ' ' !f this is 

true it is a desnicable act and ought to be identified as 

such. ' ' ~c!arla~e adds, '' If the eviden~e is confirmed, you 

can be confident that the President will be · very e ~phati c 

about his vie~ of it ." 

about Russian tec~nology because of the da~aged 5atellite, 

but McFarlane says he ·cannot discuss it . The o~bit of. the 

(MORF) 
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satellite makes it unlikely that it will strike land but 

th~ Soviets ~ad nothing to do with the orbit. ''Yhat an 

outrageous nhe~omenon ,'' huffs M cFarlane~ 

11~~ ~ciarla~e is very receptive to our request for an o~

the-record O&A ar.d ''the sooner the better," he says, 

tecause tbe a dministratio~ has done a poor job of 

explaining its positions on ~X and t~e arms-control 

negotiations. ~ut ~cFarlane must get Clark's appTo~al 

before accepting._ 

(E~D) 
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RI : Back~~aund-o~lv ivu with Id Meece 
~---;---------~------------------

;~f§£~~-££l~~ Meese , who opposes cuts in the defense _ 

tudget, ~2ys the 8 ~illion dollars in cuts ~or 1984 is the 

e:tent of what Reagan intends to propose . Fe will offer ~o 

ether ,specific cuts for rat er years . The savings in ' e4 

~ill tran~late into some savings in later years , says 

~eese , but Eeaga~ will not pronose deeper cuts. 

~§!E2~~1 -:~2!1~r~ Meese leaves th~ impression that John 

·Svahn , the man na~ed to be the ne~ u~dersecre te~y of PPS, 

~as ·appointed to keep watch on Heckler in the way that 

~ illiam Clark was given the nu~ber-two job at State to ~een 

an eye on Al Haig . [Whisper?] Svahn is a true~blue 

Feaganaut who helped run the California welfar~ dPpartment 

~hen Reagan was governor . In additi dn , Sv~h~ eppeals to 

conservatives who are unhappy with Reckler's ap~oi~tmeit 

tecause of r.er sunport for IP.A and her opp ositio~ to a 

constitutional ame~dme~t banning abortion . ''~he 

combination [o~ Fec~ler and Svahn] makes e good balanced 

. , , "1 
tea~ , say~ .eese . 

~QDQ!ftn:l~~fr~ Although he is delighted with the problems 

Jim !e ~er created for ~imself by comnlaini~ g ebout Ray 

Ior.cvan to a TeT.as reporter, Me~se declines to criticize 

Baker or to discuss what the ?resident's reaction was. 

(MORE) 
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~eese only notes t~at '' if the person (Bake r ] . who made 

those com~e~t s was tryi~g to for ce (Ionovan] out , the 

~o~~ent! orly make it harder for him to leave anc even less 

likely th2t the President would replace him . In t~at sense, 

[the co~~ent5] w~re unnroductive .'' [Wbisper11 

1g~~~ !es~ite ~ressure from Jim ]aker and other 

~e~~blica~ s sue~ as Eo~ard Iaker and Eob Dole , Reagan is 

not likely to make an early . announcement about bis 1S24 

inte~tions , Meese says . The President won ' t .respond to the 

~ressure ~ecause ~Y waitfng to make the decision later 

' 'you can .get a better look at what the economy will do. " 

~esides, no major Fenublican candidate will challenge 

Beagan if he decides to run again , no matter ho~ long ~e 

\ 

· defers a ~ecision , says Meese , n~ting the ~ob ~a~tvood is 

the . ~nly ca~dida te ~ho would challenge Reagan if he r~n! 

agai~ ~ ''~nd if Pack~ood were elected , I guess ~e could all 

~ove to New Zealand ." Meese still believes Reaga~ will run 

again. 

1~£~1-~~!11£g~~ Meese got the kind of ·report he ~anted 

from O~B--a clean bill of health for the Legal Services 

board members . P~t as usual , co~plains Meese, the libercl 

~ew ~Edia do¥nnlayed the findings after ruining t~e 

reputations c~ honest , hardworkin~ people . ''They c.re t~e 

real victims ." ~eese gri~es that the ~ew fbrk Times was 

''outrageously irr~sponsible '' to play c~~ ' s fin~ings o~ 

~aee t-3 after all the page-one att~ntio~ it p.2vF to the 

earlieT charges of imnropriety . 
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*President Reagan may propose both a ''trigger'' tax and 

c:. complete overhaul of the tax ·system. 

:i;c , Wein berger ' -s cu ts i'n the defense bud.get were ·a bcu t half 

·of wh~t ~udget Director David Stockman was seeking. 

* White House officials are so proud of their new effort 

- to appeal to women voters that Gergen is selling as a sign 

that Rea!an will seek re-election. 

~ Jim Baker's ~emarks ab6ut Ray Donovan probably gave- the 

Labor Secretary a new lease on his job. 

• Gergen thinks· the State of the Union will enable Reagan 

to regain his momentum. 

* The Social Security Commission will meet again on 

Saturday. 1here's still a slim change · for an agreement. 

Qygr~l!~_This has been a busy and difficult week at the 

White Eouse and it's taken its toll on Gergen. Ee was 

tired, cr~nky and very defensive. My scheduled 2:30 p.m. 

appointrien~ - was delayed until 9 p.ITJ. Off the record. he was 

;01/13,11:42 
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Gergen is obviously upset that all of the columnists have 

_startea going after Reagan in the last week. He is furious 

that some White House staffers are telling re~orters what 

Reagan ought to do iifferently. Off the record, he adds: 
. ' 

''They've got an upside down view of things. They think the 

Fresident is ~orking for then. It's sheer arrogance for 

them to say 'this is what the ~resident is doing wrong'.~' 

As a result, Gergen was -the originator of the new crackdown 

on news in tervie-ws. 

But· Ge~gen thinks the State of the Union will help to 

turn things around. ''We've got to g~t our program out 

: · the r e • 'tie 'v e g o t t o -Q~_f.Q.r.-2.!H!lg!hi!H~ • Th a t w i 11 help • " He 

says Reagan's reputation for stubborness will ~~t hurt him 

''as long as he looks like a man who's grappling with 

real~ty." What bothers Gergen is that many people now 

think P.~agan is not living in the real world. 

Gergen insists that Reagan has not changed course.· "It's 

very difficult to argue that .an 8 billion dollar cut in 

defense is a radical departure," he says. ''on taxes, the 

basic guts of his program--10-1~-10--is still in place." 

Even with the defense cuts, the projected deficit for 1984 

will still be in the neighborhood of 170 billion dollars. 

What turned Reagan around? Laxalt help~4 to 

''legitimize'' the defense cuts. The White House staff has 

learned it can have more impact by not ''ganging up'' on 

the Presid..ent. 

]ecause of all the leaks about the budget process; Reagan 

(MORE) 
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briefly considered prempting his State of the Union with a 

television andress this week. But that idea is fading. 

!~!~~.:._The President hasn't signed off .on any tax plan 

yet , even though he has expressed interest in both the 

contingency tax and a proposal to overhaul the system. ''He 

n ight go for both," says Gergen. All decisions wi ll be 

rr:aue 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 

"trigge-re·d on" under the contingenc·y plan. Nor is there 

:·any firm plan for overhauling the tax system. These things 

·. - would -s-imply ·be mentioned in the State of the U.ni on with 

details to be work2d out later. A tax increase would be 

triggered if the deficits surpass a certain percentage of 

GNP. No _figure has been set. The idea is that by factoring 

in the trigger tax increase, Reagan can project lower 

deficits in the out-years and help keep interest rates 

down. Gergen confesses the that prospects 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 his trigger tax plan will give Congress 

a ''blank check'' to restore cuts in s ocial programs. 

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

social program cuts. ''We're going to try to make it dollar

for-dollar, a dollar's worth of tax increases for a dollars· 

worth of budget cuts," he says. 

(MORE) 
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~~fgg~g~_Gergen says the OMB would hive preferred to cut 

lo billion dollars from the defense budget. Stocknan never 

actually recommendei any specific figure, but he used 16 

billion for ''illustrative purposes'' in a meeting with the 

President. ~einberger instantly chall~nged Stockman's 

assumptions. But by that time, ''the hani~riting was 

already on the wall." Reagan was leaning toward some 

defense cuts. Afterwards, Weinberger cleverly leaked 

reports that he ~as resisting !~~ cuts. This made him look 
\ 

_good when he volunteered 8 billion dollars in savings. 

These defense cuts ''make the budg~t politically 
. . 

:·salable." It enables the administration to ''do other 

things''--Make more cuts in social programs. 

Still uridecided are ~efense cuts in the outyears. 

·~a.tgr_iYi.l!.~:U.!~§..!._Afso to be included in the state of 

the Union are a number of initiatives designed to stimulate 

the economy. These include a summer youth subMininum wage 

and an export _package. Healtn cost containMent is still 

unc.ecided. 

t.I ''l.T , 11 l 1 t\., ~Qmgn~- we ve gone a he of a ong way w th ~ree women 

appointees and our brief to the Supreme Court," says 

Gergen, who credits Baker with being the advocate of 

~omen's rights. ''People say we're not d6ing any 

constituiency building and that's a sign the President is 

not going to run again. Well . he's an example of a 

constituiency buildin~ effort for 1984." 

On women's issues, Gergen notes that Heckler is pro-ERA 

(MORE) 
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and anti-abortion while Whittlesey is anti-ERA and · pro

c~oice. {Dole tries to say as little as possible on both 

subjects, but my talks with her indicate that she is 

~~11ll~r_anti-ERA nor anti-abortion.) So, they've now got 

some more closet feminists in the administration. 

~QQQY~~~-Even though Baker probably issured Donovan a 

long run at the Labor Depa~tment, 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 has 

a good frienu in the Ova~ Office." Eaker made his mistake = -

:· by assuming that the Dallas Morning News was doing nothing 

· __ more . .thcuL .a hunting story ... _The interview was conducted in a 

turkey blind.. 

~Q£!~l~~~£Y~l!I~_Botn Jim Baker and Ken Duberstein 

interrupted the Gergen interview at different times. Both 

offered the same anaiysls of the Social Security 

negotiations. _Even if no agreement is 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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E9~~£~~ Bob Sims, s~ecial assistant to ~illia~ Clark , sa ys 

en backgrou~d that a prime reason for Fostow 's dis missal is 

tbat he had had ''nriva te , out-of-channel conversations 

\itb the Soviets that may have led them to believe we were 

\illing to give more [on arms control] than we were." 

Fostow had been ''saying things that were ~ot according to 

his instructions •••• ~e ju~t was not e helpful memb er of the 

team •. ' ' 

Si~s stops short of saying Postow is too .much of a dove to 

suit Reagan, but t~at is th~ implicatio~ of his com~ents. 

A number of . other ''minor irritants'' also contributed to 

Pea€an·s decision to fire Eostow. Pressure fro~ Jesse Helms 

~as not a major consideration, according to Sims. 

The Europeans will not be happy with Ros~ow's departure, 

says Sims, but they should view the sha Y. eup as evide~ce 

that Secretary of State Shultz , whom the Iuropeans do 

res~ec~, is taking char5e of arms control. 

~~i~]~re~r~ Although the joint cbiefs profess to be upset 

about ~einberger's decision to freeze military ~ay, they 

~ ould be equally upset if he had decided to cut back on 

bard;;are, Sims says. T~re military chiefs- are complainir:g 

that they were not consulted about the pay f~eeze and that · 

i f they had been cons~lt~d, they would have reco~~ended 

:uts in ha rdware !~stead of in nav . 

;01/1Z ,1: :42 

i. 



STORJ::FULLER 
f'fA : 6k};: FM T: 

OUEUE:SJF-SJF MSG: 
HJ: . INI: OPR:SJF 

To: mls lt Jf bfp dr Jg gp lh deb jwm rak pa pgh dxb dlb 

daw 

From: sjf 

T~~-f2!!Q~1~g_!l~m~_£Q~g_frQffi_~~ on=th~=r~£2r~_lnt~rY!~~

wi!h-~x£lg_E~ll~r1 

¥ Pres i dent Reagan has adopt ed the i dea of a contingency 

tax for 1986 and 1987, but he will make no specific 

proposal for overhauling the tax system .• 

• ~eagan's pr~posed Jobs program will include a $2.50 
' 

summer youth subminimum, some changes in unemplo1ment 

comp~nsation and a few dollars of new money for training. 

• No~ only ·are Reagan's budget decisibns being made at the 

last minute, but preparations for his State of the Unio~ 

are also running behind schedule. · 

· * Fuller thinks it's odd that reporters are citing diarray 

in the administration at a time when--in his viev--the 

President is finally getting -a grasp on things • 
. 

• Fuller · thinks the projected 1984 fiscal deficit will be 

in the neighborhood of ~70 billion dol)ars. 

-~12sir£I1 According to Fuller, the new economic package 

being together reflects an improved understanding of the 

problems by Reagan. In other words, he suggests that the 

administration is beginning to bit 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 f irst t i me, Reagan h i mself is . 

deciding to set a ne~ course. He is . no l 6nger being 

{MORE ) 
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bludgeoned into policy changes by aides . and Congress. 

The budget deliberations were designed, ~ays 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 hann. Instead, he was 

presented with the unvarnished truth and permitted to 

develop· his own solution. 

''What people have mi~taken for disarray is the 

conclusion of a process in which all the options were 

considered," .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. 
. . . 

·''It's been . a process that's been .designed for him to 

chart the course himsel·f. 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 outset, 

and thus we spend much less time listening t~ appeals from 

the departments. It vil~ be a package vhich 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 thirigs hav~ worked in the 

past. First, 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 idea~ across to. the President. Thirdly, he 

implies that Reagan is being manipulated by a staff that 

cannot influence him with direct recommendations. 

· I~z~~~ Asked if R~agan·had already okayed the idea of a 

contingency tax, Fuller replied: ''I wouldn't warn you off 

of that." The details have not been worked out yet, 

however. lie also cautioned that Reagan will do little more 

than invite Congress to overhaul the tax system. He'll 

proposed ·no .specific legislation. 

~QB~.:_Reagan's jobs program will be geared toward three 

types of unemployed workers: (1) youth, (2) t~e long-term 

unemployed and (3) displaced factory workers. Reagan has 

decid~d there should be something in his package for all 

· three. For the youth, he has already. okayed a summer . . . 

subminimum wage. He will prcpose ~sing some uriemployment 

compensation funds for training, and also propose . 

additional resources'' for training. 

' ' some 

l!~~I!!£_Reagan h•s approved an export pac~age that will 

include more money for the Export-Import bank and a tax 

incentive program for exports to replace the DISC program. 

~1s!g_Qf_th~-Y~1Q~~-Last year, Reagan vrote his 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 are on the economy." He'll call on the private sector 

to make a bigger effoFt to help. 

(MOB~) 
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~~~~~-My interview with Fuller . was unusual in one 

respect: It was on the r~cord. Under the new White Eouse 

rules, aides are encouraged to speak on the record. 

(END) 
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, 
;rergen s off ice he 

took a couple of phone calls t-0 referee a dispu~e between 

Treasury Secretary Regan and Council of Econo~1c Advisers 

Chairman Feldstein. Gergen refused to 11scuss ·1t except off 

the r~cord (in violation of the new White House press 

rules, I might add}. All lergen would say 1s that Regan and 
. . . . ' ' ,, Feldstein d1sagree over a certain budget op~ion that . . . . . 

the Presiden_t bas yet to 11a.1te a decision on (possibly 

whether to endorse contingency taxes for later years ) . 

; 01/2" ,1~- =~5 

One of the two--I suspect it was Feldstein--wanted to give a 

speech promoting in public . his side of the argu~ent, and in 

~he process try to influence the Presiient's decision. The 

other guy--presu~ably Regan--cr1ed foul. Gergen, backei by 

Jim Baker, apparently suceeiej in preventing the speech 

from being iel1vered. ''There's a lot of blood on the floor 

but I've taken care of ·1t," said Gergen to so~eone who 

callei to ask the outcome of the dispute. (I don't Know who 

was on the other eni of the phone.} 

Feldstein 1s considerably more assertive than was Mur ray 
, . . . . . 

Weiienbaum, ani Felistein s influence in the V;hite House 1s 

now something to be reckoned with. The strains between 

Regan ani Feldstei n are ·growing. Gergen see~s to respec t 

I uf'\"' n \ 
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Feldstein's acuTien at playing White Rouse politics. Gergen 

likes the CEA chairman but notes that Felistein's 

aggressive ~anner was perhaps more effective in the 

acade~ic ~orld than it is in the White House, where Reagan 

places a high pre~iuTI on all players being gentle~en at all 

times. Playing hardball rarely gets you anywhere with this 

President. Feldstein, nevertheless, is a player to ~eep an 

eye on, espe6ially if David Stockman departs from the 

scene. 

~li!It~!~ Gergen believes it will take a long ti~e to 

recover fro~ the public perception of i1sarray in the 

administration. He asserts that the Social Security · 

ccimptomise proviied a baily needed lift but he rejects the 

notion that Reagan ~aved in because he was iesperate for a 

ieal of any kind. Reagan bac~ei the coTipromise, even though 

it is heavily weighted on tax increases, because ''it was 

the best deal he could get ani a better ieal than we wouli 

have gotten if we left 1t up to the legislativ! process'' 

to solve the problem. 

Ani there is another reas~n why Reagan acceptei a ieal 

that was not very much to his . liking: ''It allows us to put 

Social Security behind . us. If we had fought for the next 

six months over Social Security, we wouli n:ver have solved 

the budget crisis'' because of the poisoned partisan 

at~osphere that would have paralyzed Congress and the 

aiministration. 

Unless there is a real economic recovery~ Reagen will not 

(~ORE) 
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recover fro~ the setbacks of the past few weeks, says 

Gergen. He seens somewhat pessinist1c that the recovery 

ever will be strong ·enough for the administration to 

declare that it is at hani. He somberly notes that he 

foresees ''no FalKlands-type event or another ~ayaguez'' 

tnat would rally the country behind the President 

regariless of economic coniitions. 

~1~1f_Qf_lh~-Yn1Qn~ The speech ''will be more thematic 

than a launiry list'' of new 1n1tiat1ves. It will be ''a 

speech of hope with emphasis on bipartisanship ani a fran~ 

assessment of where we stani as a nation today." Gergen 

ioes nat etpect Reagan to ·finish the speech before ~onday, 

the ~ay b~fore 1~ 1s to be delivered. 

Reagan still has not said for certain that ~e will go 

along ~1th the proposal for contingency taxes. He will go 

for ''freezes of various sorts but not a freeze applied to 
. , , 

every program. 

~g!!i~ Gergen obviously is spending a good deal of his 

time trying to enforce the new rules agalns~ White Hous e 

aides giving unauthorized interviews to reporters. 

Theoretic~lly, all press interviews · an1 the subjects they 

cover must be approved in advance by Gergen. His two 

assistants, Joanna Blstany ani Maxine wal~er, keep track of 

all the requests for interviews on printed for~s (with 

carbons) in a black loose-leaf folier. The requests are 

then ~iven to Gergen for him ~o check otf bis approval or 

disapproval. Of 130 requests in a recent three-day per1o1i 

(MORE) 
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Gergen appr~vei only 90. (He would only ·1iscuss this 

subject, too, off the record.) Gergen specifically turns 

1own requests from reporters who say they want to talk to 

an aiie about what happened in a meeting with the 

President, or who are seeKing ieta1ls on the budget 

i ecisions . In aiiition, all aides must ~eep lo~s of their -

nhone contacts with reporters and submit .the logs to 

Gergen . All of this paperwor~ is supposei to discourage 

leaks ani ma~e it easier to trace them after the fact. 

''People are being a lot ~ore careful ani responsible in 

their press relations," Gergen claims. ''We haven't 

stopp~d [all leaKs] but we've put a damper on people 

venting their frustrations in the press." 

Mi ·own View is that this iraconian policy will not last 

lo~g. Gergen admits that it won't last forever but he says 

it will last longer than I think it will~ Clearly, 3ergen 

and other overwork~d aides are spending too mu=h of their 

time on this nonsense. Moreover, the policy is being 

·observed on a very arbitrary basis. It 1s riddled with 

holes. Leaks and erpressions of disgruntlement continue 

unabated. I think- a farce - is being coniuctei by r,er~en and 

Baker to humor the Pres1dent, . vho is genuinely angered by 

leaks and blames the~ for contributing substantially to the 

perception of a panic-stricKen White Ho use. 

LeaKs are on the Presiient's mind much of the time these 

iays. When Reagan learned that Magaret ?hatch er had taKen a 

24-bour se-er-e-t · flight to the Falk lan as," -hi s reaction was, 

Eow 1id she ever keep it fro~ leaking to the press? ''Be · 

was really impressed with that," .says Jergen. (Whisper?] 

PA(;E : 4 
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January 21, 1983 

Memo To:~s ' lt jf bfp jg dr gp dxb deb lh rak pa pgh daw ljl 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 FOLL N !TE~S COM FRO AN 0 -T E-RECORD I ' T ~f VIE 
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ITH ~I ~ E DE 

* President Reagan reJected. as ''unacceptable'' the first ~raft o t e ~t 

01 he union speech that he rece1vea fron hls staff. eason: ''It was too 

on the Democrats." 

~ Heagan's more frequent press conferences have proven to his stare that t 

made a mistake by keep1ng biTI under ~raps for the past two years. 

* lee Iacocca turned down an offer to becone Transoortat1o ~ecret3ry, ~u 

nPver was offerea the job of Defense ~ecretary. His reply: ''I woul1n' o 

ashin ton 1f they offered me the pres1iency." 

a~an still ma es impromptu phone calls, writes letters and sen~s rso 

ch c to hardship cases. xample: He offer_d recently to buy a color 

tele isio for a sick wo~an ~hose story ne reai in Parad ma z1 e. 

ST T' 0 O ION. The dra ting of the state of the unio spePch be an t1v 

we s o und~r the aus ices of as eering roup beaded by i ~ e Deaver. r 

irst dra t was extremely partisan, says Deaver. It blamei thP DeTI cra t s 

rea ing such a bi ness that Rea an couli not be expectei to so~v ~ t ur ~ 

s tenure. The President rejected 1t bee use be wanted to be mor~ b. a tl 

Th peech has since one throu h four or five adi tional dra · s. rh e n l 

dr t will be r ady on Friiay afternoon for eagan to taK_ with i ~ o a ~n 

n v:h. where he will worlr it over in his usual fasnion. B.s of Fri a • t i · 

~ ill tr ing to develop a tcb-~hrase for the speech. 

Th final draft ls very concll1atory tow~r the . emocrats. t clt t ~ 

Social Security · com rom1se as an exa ple of tb kl , of cooperation tha .. 

would like to foster with Con ress over the n x t two yPars. It e S Wit 

outline of his ne~ recom en · tlo s, t n oe on to talK abou the pro 1 s 

0 E) 
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, ''b 1 rv ~n thoug: Rea ~an s :1 ~ s are descrlblng his pronosals as a o ~, new 

approach,'' Deaver says the President will NOT portray it as a change o ~ 

course. ''It isn't a radical ieparture froTI the policies of tbe past," sa ; s 

Deaver. He will outline hls proposals for e1ucat1on, health, crime, Jobs a n~ 

overall spenalng. At the same tlme, ''ne will oot o into dee · detail.'' ~ or 

will he repeat this week's the~e: rhat tne proble~s are worse than he i rna in~d. 

When Reagan talks about the economy, ne will emphasize that America is 1r. a 

''trans1t1onal stage.'' He'll say that ''we ne~1 to start looKin ' at the 

econoTiy ln i1fferent terms''--emphaslzlng tne nee1 for ''structural chan ~ es'' 

such as 1evelopment of hlgh-tech industries instead of sno~estac~ 1ndustri ~ s. 

Even though he's try1n~ to be conclliatory toward the emocrats, he's ~ oi 

to force them to share the bla~e for tbe high ieficlts. ~ccor - 1ng to Deaver , 

one iTiportant part of the speech will be ''how did we get to these ieficlts 

over the last 40 years and how do we get out of them." 

Deaver rejects criticism that Reagan postponed many 1TIPOrtant bu[get 

decisions until the last minute, thus TiaKlng n1s decisions 1n haste. e blames 

Con ress. He says the budget process 1n toe White 1ouse was ~elayed by the la~e 

duck session. 

REAGAN AND PRESS. Reagan's new openness with the press reflects a genuine 

desire o his part to defend himself. ''It's a reflection on Ronali Reag r 's 

attitude," says Deaver. ''He wants to 10 more to answer media attack:s. :e a s 

great confidence in himself. I'~ not sure it is a change on h1s part. is 

natural 1ncllnat1on would be to get out there and speak for himself. We belie ve 

he's our best spokesnan." He says - ea ~ an nas felt good after his recent 

sparring with the press. He 11kes the snort brlef1ngs better than the fornal 

press conferences. Deaver wishes they ha ~ hlt on th1s for~ula nuch earlier. (' t 

(MORE) 
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'IL PlW NE CALLS. At .... req_test, ea , ::i.n's se.;reta ry , · at hy sb1r r. , has 

prepa-ed a list for Tie of e~ an's recent impromptu t e lephone ~a ll 

c1t 1zens. D aver says Reagan has been Tiak1n ~ calls likP this : or y~ars. 1 a~ 

1t stems from bis Hollywood 1ays when be used to reply directly to a Tia l l. 

''els a warm-hearted, generous man," says Deaver. ''e's b· en 1o1 L 1 t " 

since I've known him." 

Just this wee~, Deaver says, he wal[ei into the Oval Of·1ce bile . e a~ a n ~ . 

callin · the families of FBI agents killei in a plane crash in Ohi • Th -

Presiient was tal~ing to the iaughte of one of the ~ ead a ?ents. he wo1a n ~ 

obviously sobbing. Rea an's siie of the conversation was so ntirn te t ea t 

Deaver remarkei: ''I was almost embarassed to be there." e told n~r n • :t 

s ''every bit as much a hero as if be had been . illem in combat.'' Dedv r 

a ·ded: ''It was very touching." 

So~etimes, Ann H1gg1ns, ~hite House chief of corr ~ spond . c i ... cal 

certain letters from citizens to Reagan's attention. These are letter r ~ ~P 

~nows that he will to responl to personally. o~ten ·. a · will coTie ~ w r u . 

the morning with a yellow legal pad full of hand-written replies to suc o p op l 

some of them three pages long. ''It's not just 'thank you for wr1t1 n~ .' He 

res onds to questions in detail ani ofrers advice." e' carried or. 

co r resPonde e with some People li~e t~ls for 3 years. He also sen . s perso 

c e -s to people who need ~oney. Not long a~o, he wrote a checK for 1 /.~ i o ~l· 

0 a ''destitute'' woman, but she refuse1 to cash l becaus s ee · anten to 

it as a sou iner. Reagan wrote a seconi chec for er to ~eep. 

Deaver recounted two such stories fro~ , 
0 a ~ an s ttays as the gover na· o .· 

California: (1) Be once sent two of his own tailored suits to an ~ - r- 1 

man w.o was getting ~arr1°1 an i h 1 nothing to wear and (2) he lef t ~ 

( ' ORE) 
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t1'o vnr-, or's or ;· 1c - one da ;, with a driver, oou ; ht a bou ~ uet of f'low :~ rs alon e; t .~ 

· a · and d.rove 22 miles to Car:n1chael to visit a woman whose husband. was ser V1.n:. 

in Vietnam on their weddln _ anniversary. 

Also durlng his days as governor, . eagan once invttei the pres1 . ent of hi s 

:· or ' er fan club to be present at a '11nner he attena.ed ln Indiana. "She s ow e.::. 

up wlth her hair all done up," says Deaver, condescend1n ~1y. ''She baa. ne e r 

met Ronald Reagan, even though she'd been pres1~ent of his fan club for 25 

years. Her husband was w1tn her at the table. I remember h1s hands were bl a r 

rough." After dlnner, Reagan recognized. her from the podium. She was tbr1l le • 

Her husband sa1a.: ''I hope your sat1sf1e1." 

(END) 
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R REAGAN T• LKS TO TE NA. ', RS. 

• ' l /<;;i ~ • } • 
' t ... ~ 

President Reaga , 1n a ~uest1on and !nswer sess1on w1th a group of teena er s 

broa 1cast on C-Span Friday, rnade two potentially controv rsial st~te~ents--

* Of overnment social workers, he sa11: ''They're not lnterestei 1n dol P 

anyt lng to help the people get off welfare." 

* On the subject of nuclear proliferation, be remarKei: ''I thin~ tna-

pretty well on our way to--if not entirely eliTiinatin~ nuclear prol1feratio 

ho din 1t down to where a country ml .ht have a weapon or two, but they're not 

~o1n to have enought to threaten the world." 

It s an unusually Poor performance by Reagan. e spoKe down to hi s 

au 1ence, s o ethlng he rarely ioes. e en~ed by challen ~ 1n the teenagers to 

''check o t'' his t I 11 h t l t f ac s. ron1ca y, 15 a k con a1ned ~ore obvious actua 

errors than usual. 

(END) 
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The White House is counting heavily on the support of American Je~ish leaders 

to exert leverage_ on Pri~e Minister Begin as the means to reverse lsrael1 

op~os1t1on to the Reagan peace plan. 

The adm1nistrat1on .1s very encouragei by the videspreai support for the pea:e 

initiative fro~ A~er1can Jews who ~enerally oppose nearly all other Reagan 

pol1c1~s. But there is so~e iisappoint~ent at the White House that A~erican 

Jews ''have not come out of the~ ciosest," 1n the vords of NSC a1ie ~eoff remp, 
. . . 

· to openly pres~ure ·the Begin· iover~~ent. (Kemp, . the National Security Council's 

chief Mideast specialist, ioes interviews on d2ep background only. Th1s means 

h1s comments are to be attributed to an administration official, not to· a lh1te 

House aide.) 

Qy~!~llll.2!AQ.l1 · Wh1le 11ost Jews in this countr7 (and '.1Jany Jews around the 

~orld) support Reagan's concept of ~ traiing captured territory for peace, they 

have yet to exert effect1ve pressure on Begin, as the ad~inistrat1on hoped 

would be the case. ·Tnere are several reasons for this. Foremost is the fact 

that Begin is very obstinate and for the most part im~une to lobbying by 

A~ericans, no matter how influential they ~ay be in the worli Jewisn co~~unity. 

In privaie meetings with A~erican Jews, Begin tends to rail with iniignation, 

according ~o ·Kemp, at th~ mere s~ggestion that a non-Israeli should offer 

advice · on what is best ·for Israel's security. 

Another problem for Reagan is the longstanding practic~ by A~er1can Jews of 

not criticizing Israel publicly. ''The bitterness [towari Beg1L] in the U.S. 

Je~1sb community 1s ~~ted; but it's the~e," ~ays temp. He believes public 
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criticis~ wouli be more ilffl?ult for Begin ~o shrug off. He notes tbat Begin 

is ''trying to stem the tiie of concern over his policies that is gro~ing in 

the worli Jewish com11unity. 
,, 

2 

· Yhite House strat.egists believe the iay still will co11e when J:ws in this 

country are instrumental in changing Begin's policies. If. and when Jordan's 

King Hussein agrees to join in the peace talks, A~erican Jews will have a 

''legitimate'' cause for which to openly break ranks w1tb the L1ku1 govern~ent, 

Kemp says. This break, if i.t 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 nev!r been especially close to the Likui 

leadership. 

~i!L11a!.1~n~~ How effective can Jews be in aivancing the U.S. peace plan? By 

making .their views known to Begin in private, A~erican Jews ''have set in 

~oti~n a trend_ which has generally se~vei American interests~ but it's too 

early to tell whether they will have any dec1s1ve effe~t on Israeli pol~cy," 

say~ Kemp. The White House does not expect the views of A~er1can Jewish leaders 

to sway Begin on the key issue of building new settle~ents on the ~est Bank. 

Begin has strong support .1~ Isr.ael for establishing new West Bank com~~ 

because today's settlers are largely ' .':niddle-class Ashkenaz~ID- .vtrOwai;.t_ a 

decent home to live in." 

Reagan and Shultz. The President ani the Secretary of State have heli 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 iorld Jewish Conference 

to foster its support. In these ~eetings Reagan always stresses tne positive 

aspects of . his peace ~lan and the benefits it would proviie for Israel. ae 

never, never puts overt pressnre on American Jews, or even on Begin for that 

~atter. It's just not RR's style to get tough in face-to-race sessions. 

(MORE) 
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American a1i. The only circumstances under which Reagan ever wouli consider a 

suspens1on of U.S. aid to Israel is. in tne event that Begin were to annex the 

i'est Bank outright, accor:iing to Kemp. For all intent·s ani purposes, Reagan 

consiiers it counterproductlve to even hint at a reduction in U.S. aid as a 

prod against Begin. If the U.3. ~aie su~h threats, says [emp, the entire Jewish 

world would rally behind the prime minister. Besiies, it is proble~atical 

whether any President has enough power to enforce a decision to cut bac~ aid to 

Israel even if he wanted to. 

Re the Evans & Novak coluTin asserting that Reagan is prepared to cut off 
\ 

Israeli ~ilitary aid: Larry Speakes, at today's regular White House briefing, 

threw cold water on the clai~ that the NSC has prepared papers for Reagan's 

signatu~e ex~cuting a cutoff of American ~ii. Spea~es dii not flatly deny the 

. co fumn; he said. only that he ''would steer you away from . it.,, ~y guess is that 

h~ · was being coy because someone in the ad~inistration used Evans ~ N ovak to 

put subtle pressure on Begin. I don't think Reagan is seriously co~te~plating a 

reduction in aid, barring so~e dramatic change of circumstances 1n the Mideast. 

~~~g~e~iL The Pres1dent's roorn to maneuver on U.S. policy vis-a-vis Israel 
. 

remains as limited as ever due to the strength of _the I~raeli lobby 1n 

Washington. One of Reagan's objectives ·1n wooing the support of ATier1can . Jews 

is to block the ''bypass ~echanisms'' through which the Israeli government can 

thumb its nose at the President and still get what it wants fro~ Congress. Kemp 

conceies, however, that Reagan has fa1lei thus far to check Begin's ability to 

work directly with Congress. For example, ··-the larne-d.uck Congress approved 

military ani econo~ic aid for Israel that was higher than Reagan re~uested 

(although the final figure was ~uch less than ~hat the Sena~e passed over the 

strenuous objecti~ns of the State Depart~ent). How can Begin ta ke any i ~plied -

threats fro~ Reagan s~riously when ~ongre~s controls the purse strin gs and is 

(MORE) 
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very independent on the highly politiciz~d questi~n of Israeli aii? Loo~ing on 

the brighter side, Kemp aids, ''Begin's infiuence in Congress will be 

under~1ned if Hussein Joins in peace process." 

!h~_fulut~~ Kemp seems to hold out consiierable ho.pe that ~egin will be 

replaced as prime minister by virtue of a number of different c1rcu Ti stances. 

The recent death of his wife ~ay make t~e burdens of the office less tolerable, 

says Ke~p. And he speculates that the Labor Party may so~eday ~a~e a 

resurgence, but that change in Israeli politics is not going to occur any .time 

soon. Eegln is still popular enough to be re-electei. 
. . 

!he-tls.t.1~~~ ~efense ~ecretary we1nberger is seething over the r:cent 

incidents between the American peacekeeping forces ani tbe I sraell ~il1tary, 

Kemp reports. The ad~inistration believes Defense Minister Sharon is trying to 

provoke the Marines in order ''to establish a track record that the U.S. is not 

capable of keeping the ~eace.'~ That explains Israeli charges that PLO 

guerrillas are escaping tbrough the American defense lines. Destroying the 

cred1b111ty of the international peackeeping forces, says Kemp, wo ~ld ma~e 1t 

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

(END) 
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~!EA!l1!~Q~h1~~ Reagan, recognizing the new limitations on 

his :oower l:nposed by the weal!: __ e_co_n_~!11Y _and. ·t.l:i.e ~~.stom~r.Y .. ~ 

hand.i:aps of a Presiient in hi'~~ third year, b.·as decfdei 

that a bipartisan approach is ~he only way he ·w111 
. . 

accomplish anything. Hence, the White ~ouse is launching 

what Duber~te1n calls ''ari outr~ach effort'' . to .improve 

~elation~ bet~een Reagan ani key De~ricrats on Capitol E ilf~ 

The targets of th~s ca'.Tlpaign are not . boll _veevils but 

rat~er ~embers o~ the De~oc~at1c leadership, such as Tip 
, . . . 

0 Neil, Dan Rostenkowski, Juss~ll ~ong ·and Scoop Jac~son • . 

- Reagan is · invitin~ six me:nbers of Congr~ss to the White · 

Rou~e Wei~esday night f6r a 
'' •w •" '; , , • • 

stag ~iDner . -in. the 

residence. The ~en, without their wives, w~ll spend the 

evening relaxing and talking informally about - the econ~mic 
• . ft - - - • 

d1lem~a ~nd other proble~s fa:ing the country; Reagan plans 

to hold other dinners in the . future. He hopes ·the more 

intimate exchanges vill f6ster cooperatiori bet~een tbe 

Whit~ House -ani Congress 3ni per~aps i ~prove t he climate · 

fo r legislative comprorni .se. ''It will be a· non-lobbying 

night, '' say·s Duberstein~ (The · gues_ts for ·next week, Q.f.f_ 

;01/27,17:4:4 , 
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STOP.Y: DUBERST 

As an example of Reagan's new-founQ bipartisan zeal, 

Dubers tei.n_ cites the fact . that .'ti.Ke· Deaver invitei O'Nei.l 

to · go along with Reagan to Boston. The speaKer, however, 

PA:ZE: 2 

,..._. .. dec l1:rred th-e i .nvrta.t1·on=-.- RR· -pr-0b-ably fou.ni irresis.tible Ure···- ---~~-==-- -~--

~!Neil~ Duberstein : also notes that Reagan and O'Neil agreed 

-in -ad:van=ce· on- '3. - p·a:r-t1-cu.lar~ phrase. in tne :_--S tate of the · Cnn>n -

sp~-e-e-h in w-hich Reagan :sai rhe--iooired. -f·orward to working 

__ with_. the speaker. on enactnent of the So:::ial Secu:r.it.y 

'' E ., F i 11 "' ·package- _..:.QI'~-5!.21~~.i.::- .eagan or gina y wante ... to s·ay 

f.elt i:t · wo.Lil.d·:-11-ax.e .· 1. t ·e .as1 ~r on the De:noc rat s ""'t o . push 

through the . package· if Reagan 1rnposed tbe earlier deail1ne 

of Easter. 

Qu iet bipartisan negotiations between the ~hite House and 

_ De:no.crats on. a.host· of issues will begin early ani be 

- conducted. 1n earnest. unllke last. year. when the beh ini-the-

- ~"-~enes budget neg.ot·ta"ti·on-s :iij-: not ~egin until- the SJ>r.1n-g : 

and did not get -really serious until May. 

:gfr.i_,a::_s.ggn·s.~1.. "~.he .agenaa· c:er:t~ai.nly is 6-q.rs-:_ The d.ebate is 

going to - be on our turf," asserts Duberstein. He maintains 

that Reagan . will continue to control the legislative 

.A -~.P~oc e ss .. by~ being- con~ ilia tD.~f.--ani.. read...y;_..t.o. com pr o:nise • 

..:.. : The.re is.: a:: slill - cbance th3.t. 3 buiget coTI-pl'o111se could be .. 

:=,,. work:e.i out·:. ea'rly.!<- :between- O 'N~il and the President,..:-tut _ 

- :-: J:!u..b.e.rS.:tJ:!1n-.th1 nt:s .i.t ~:- mo.1'e : l .1-ltely th~t· _a.n·other p.rotra..c.ted --

";i: ~Gan'~ of 1?~/: exercise :Wi1l::te- conducte.:rl.-.. d :n an ~.e.ffort --to: .- .. _. 

(MOR.E) 
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STORY: DUEERST PA:TE: 3 

reach a deal on the bu~get. 

One thing is certain: rhere is no re:ognizable _ 

co~servat1ve coalition that Reagan can iepend on to get his 

-=--- way w1 th Congress. Duberstein thilrlf-s. 1 t P"<>-S.s·1-ble- fo-r - -Rea-g-a-n· 

to---:p.a t ch- -to-gth·er- -0. tf.f eren-t- -oeo al·i-t i~ for- --~1--f-£-2r-en t --1--s-sues--, - ~ ~ -- - :._~.,.., 

- a~-d_ the lih1 te Ho\lse _ 1_s hgping tha~_ o 'J~eil will lean so f_ar 

to- t·he left th3 t he· leaves many-m..o_:lera te D-e--11-~ra ts beh1rri --

f o·r- -R-e ·a-g an -t o -p i c K up • 

Qn~-~y~ge1_~£~n1r12~ Senate Republicans are liKely to 

-succeed in forcing the a1~inistTation -t~ sccept larger 

1efense cuts, says Duberstein, ~_.p_d, _Jhe _p_e..115),_crats probably 

will 3bendon their efforts to rep~al lhe third year of the 

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

~et the De~ocrats to go along with freezes and cuts in 

io~est1c spending, Reagan 11-~Y ult1~ately ·agree to delay · 

1niexing. 

£,Qg!l!H~~!!.~l-ls!tl:. Duberstein believes this idea 1 s a non-

starter for several reasons, -the most -111portant being that 

Reagan will put it on the back burner al~ost 1~meiiately. 

__ ~ The Presiden:t wanted. to- send a s-J·gttal-: ~O::.: t~~- fi_~_~ncia,l 

~arkets that he recognlzes the need to raise taxes, if 

~ecessary, to Keep the ~ef1cit on a Qeclining path. ]ut now 

hfL .has acco:TJ.plished that by vtrtue _.Q.L_pro_posing .. t.ti.e 

~ contin~ency taxes. Duberstein ioes not expect Reagan to 

E""...:·:r.ea.Ll .y Pu sh f .o r the t a:r. es._ n.o w .t ha-t:,;Ate: .l as::-:·11_ade hi s·-.IJo i::nt _to 

ri.a..li.. ..S treet. _(W.h.J....sper'?J ~O_l'.e_oyer 1 CQ:ngre~_s_:_ ~1S l_~ss 

-=en--thU51 as tic ..a bou·t : the idea ct-flan- 1.£._. li.&.1 "'a.a~:. · - - ;:,__ . 

(MOF.E) 
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STORY: DUBERST 

~Qt]Qr~l~-l~t~~ rhere is al~ost unaoi~ous agreeTient a~ong 

SE.rrtur ::Ylhi:te :R..1,-ns.e- -atli es th.Et: Re..aga·n cot1'.il1 tted-a.:. political 

blunder by blurting out his views on abolishing the 

- cor-porat-.e- -ru...c.011e tar.- lt wa-s an e.xarnple of Reagan shootin~ 

- -:fTo rtt=:::~ lF-i:p ~"t"h a-t :the··. '"'Wil t:te ·H-0u s..e st a r·r ·-has ·-ea ne·~ to · fear '.;'~

ihrrt-rrg- h is ·p-res-1'de·n·t1a·1- ccr:rrpa1gn aides spent considerable· 

time keeping Reagan away fro~ reporters because of the 

blunt manner--1n--- vhtct he-·--wouli ex-press his views-. 

-At .l.ast. n1.gb...t ":s--'«ashi.ngton Press Club a.inner I --hear:i 

Ma'?""ga:r-et: ·-T:ut v1:l"l·er, "J-im -:a-:ncer~s assistant, b-emoan1 ng to 

_p-olls.ter-:. Di-ck.::...ltir't.hl1n . .tlre. fac.~ .t.hat all three networKS-. led 

t -trei-r ne-w-s-ea-st~ rl·th ifea:g·an's re11ar.1rs on ab·ol1shing 

corpor-at"e 1ncorrre --ta-xes. Many Wht-t'~ House aiies believe t ·h·e· 

.i.dea ies.e..rv::es. .seri·a:us. G..o.n:si.'ierat1on, bu"'t.: the - p.011 t1ca11·y.. 

incompetent vay in which Reagan brought up the proposal 

- ensu:res·:::t:hat..~:1::t.: v.iiLneYer .be __ c:o;nsld.erei by anyboi~r. Lar:1- -

Speakes and other aides went out of their way ~oday to make 

.clear. ·-that_ :±th:e: ~1d£a· '±:~ ·-no-t -·rece1 ving anr:- ser 1ous s tud~-.-.a t 

- t ·h·e ·W.h"i:t-e- Ho-use_. A-1~1 Rea--g-an · a:r-co~plishei ..-as - to reinforce 

.the 11ercept:t11nr thtl't ·tte,._.only cares about t he. rt-ch. 

~Q;.1~1-~~££t11I-9.~al.:. Duberst.ein believes the co'.Tlpro:n1se 

is durable and easily pass Congress ove~ the objections of 

..t.h.e AA.RP . ., __ fe.P.e.r..aL . .e.n.pl oye.e..s.3.n.:1--o .t her special.- in te.r..es.t..s_. _____ .. 

(END) 
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~ 
TO: ~LS , LT, JF, BFP, DR , JG, GP, LS:, DCB , DXB , JwM , SJF, 

PA , P~H , SXM, DLB, DAW, GY. DM 

FROM : RAK 

The foll owing points were Tiade at a background-only 

brie!ing by Assistant Secretary of State Nick Veliotes 

after two hours of talKs between Reagan and Egyptian 

F~es1dent Mubarak at the ~h1te House: 

* Muba rak ''11a~e a major point'' of e11phas1zing to Re~gan 

that , with Israeli troops in Lebanon, ti~e is runnin g out 

on pr..ospects- for sa.lvagin:g th..e peace process. Events 1.n.~ 

Le ba~on are threatening the entire peace process, Muba rak 

stressei. The first priority for all parties ~ust be to get 

the foreign troops out of Lebanon. 

_ •~eagan ani Mubarak agreei that the onus is on Pri~e 

Mini ster Begin to resolve the impasse in Lebanon, and that 

Israeli settle11ents on the west Bank ''are a major obstacle 

to peace.'' Veliotes assertei that once the Israelis get 

out of Lebanon, an agree11ent ,on the pullout of ?L~ and 

Syrian forc~s could be achievei ~uic~ly. 

* MubaraK stres sei t~ Reagan that ''it was viewe1 

u-niversally· as an A11erican responsibility" to get the 

Israelis out of Lebanon . Reagan '' indi:~tei his own 

~1th i rawal fro~ Lebanon . ''Pr=s11ent R=a 5an is very 

( "'iORE} 
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i~natier.t with the lack of progress so far in the Lebanon 

situation," said Veliotes. 

# ~ubarak ''e~phas1zed Egypt 's co~mitnent to peace with 

Israel a~d to the [Camp Davi1] peace treaty ••• ai~ com~ents 

~ere clear, e~phatic." Muba ra~restatei his intention to 

return Egypt's ambassador to Tel Aviv after there is an 

egreeTient on Israeli with1rawal from Lebanon . 

~ Reagan expressei a willingness to a~sist Egypt in a 

__ numbe~_ nf water, _ sewer ana_ agricultural projects, and he ls 

receptive to Mubara~'s re~uest for more flexibility in 

spending U.5 . econo~ic assistance. 

2 
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TO: MLS, LT, JF, BFP, DR, JG, G~, D!B, D~B, LR, 

PA, P~H, sx~. DAW 

FROM: RAK 

Rt : Whit~ House notes 

EC~NOMIC->INDICES. CEA Chairman Feldstein told. reporters at 

a white Ho_use briefing that the 1.5 per:~nt rise in . ; ..... 

December~s leading econo~1c indtcators '~pro~t~es good 

suppor't f.o~.:§our cautious opti:n1s:n'' th3.t the .recovery will " 

begin earl1 :this. year. ''A-. Tecoyery be~inning :·in early :1983 
.• 

looks incre~~in~ly 11~ely," he said. 

Eut Feldstein refused to be pinned ·iown on exactly when 

the tbe recess1Dn will eni. ''I i~n't ~now when the 
; . , . 

recovery . ~s :: go1ng to begin ••• It s d.1 ff1cul t t ·o be confident 

wheth~r 1t ·is going to · beg~n in January ·or February." 

The ri.Se #i:n the indicators aras widespreai, affecting JJost 
'"'!'.~Y.-,:- .~ . .... ~-4 
';";-~~~-~-~ 

sectors o~- J~~ e~ono~y, saii _Felistein. In resPonse to 
.-!'""::·:~~: -:.:;• ... --~~~- --:-- - . 
,.. - • .,._,.#~·~ -~P~.- ~ •. t.V-fll"ll,,....,,... - . ·--

q_ ues t 1ons·:~·7ii~{;-:sa1d the vh'ift;~·-: H"'Ouse ·st 111 a·n t 1 ci pat es. a . - ... 
very 

~oiest decl1be in unemploy~ent ·over th~ next year, ani be 

iid not rule out the likel1hooi of the unemployment rate 

topp1~g 11 perceit. Be also S3.id that the ''reiuct1on in 

interest rates over the past six months has_ ~nioubtedly 

contributed to a strengthening of econo~ic activity." 

There are aDple reasons for interest rates to continue · to 

fall, Feldstein said. 

JOBS .BILLS. Larry Spealtes said at toiay~s regular briefing 

t hat Reagan reDains firmly opposed to public-works jobs 

( '.'10RE) 
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nrogr~ms, despite the gro~ing pressures fro~ ·capltol Rill 

for jobs-creating legisl~tlon. Reagan ~111 sticK to the 

jobs proposals he outl1nei in his State of the Union 

speech. ''That's the progra~ he intends to pursue.'' 

ISRAEL. AsKed about Isr~eli Defense ~1ni ster Sharon's 
. . 

2ssertion that Israel shouli ievelop closer ties to Mosco~. 

SpeaKes saii, ''~e think that's the business of ihe 

Israelis." The White House does not ta~e Sharon's co~~ents 

seriously. 

(END) 
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