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The_following _comes from_a_Sperline breskfest with Tavid

_ Gergen volunteered an analysis of receni Eouse budget
votes that suggests FRepublicans will heve & " “philoscphicel
mejerity”” ir Congress after the 1982 election.

e begen with arn enaelysis by Picherd Scemmon showing. thet

N

€ Iemocraiic congressional districts have grown in
}ciulatidn ty at leest 35 tercent over the rast cdecade.
This mekes them '‘pregrent’’ districts ir the redistricting
pfccess. Thirty—five cher districts lost at least 10

-

tercert, meking them ~“lcsers’’ ir reappcrticarment.

Iemocrats in 33 of the rregrent districts voted with

President Feagan on the.original Gramm—Latte vote,

.éccording tc Gergen. Five veted against it. imong those
Terresenting lcoser districts, ‘two veted for framm-Letta
ccﬁpared to 33 agéinst it.

““khen new districts ere carved out in 1882, scre of the
grcwth 1is gcingfté occur in areas that are VEry suppertive
¢f tre Fresident,’’ Gergen ncted.

Frcm enother perspective, he noted thet Flcoride ernd Texas
will gein the rost new seats in reapportionment. TFlorida

A

%ill edd 4, Texas 3. ~Those two states alsc happen to De
where the President hes founé strong support amonrg
ILermocrats,”” he says.

- Twénty—four Lemocrets voted with the President on ell

(MCPTE)
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three tudget votes ir the Fouse-—the first Gremm-latte vote,

e rrocedurel vote endé the Gramm-Tetta IT. Ten other
Lermocrets went vwithk the P:esident on at leaét tve of these
vcies. Cf the 24 people'in‘this cetegcry, -5 were from Tezes
eré € frem Florida.

" “There are the herbingers of change here--significent

4 NN

chénge irn Americen politics,”” said Gergen. There are the

’

rmekirgs of & philoscphical majority here.’

Cergen’s discussion of this subject wes otviously

[

ecigned .to step uvr pressure cn the conservetive Termocrats

oy

¢ stey with Peagern or future vetes—-perticulerly tex cuts.

ot

The enelysis suggests the GCF will be itcking to run streng
candidates of its own in those districts in 1982. The
figures were assembled by Michael Berocéy, who’'s jodb at the
~.ite Eouse is te do reseerch for pubiic affeirs pecrle.
Gergenfsays he eipeéfs the conservative Ienccrats to be
.ﬁnder.heavy pressﬁre-frcm'the Democratic leadership to
“‘come home’’ on the tex vote. ‘We’re sure running out cof
e B

euff .links, he Jjokes.

Cn other subjects:

P

% Gergen and.Ndfziger afe co—ckairing & grour thet meets
crce cr twice e week tc improve “outreéch.’
interesting for twoc reesors: Cne, it s herd to imagire
GCergen and hofziger working together on anything. (Kofziger
views Gergen as an alien force in the Feegan crewd.
Cergen’s tekeover of the press operation weas viewed as a
defeet fer Nofziger.) Second, it implies dissatisfactior

(MORE)
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with Elizateth Tole &nd Richard ¥illiamscn.
* A wermen fer the Surreme Court does not seerm to ve &

strong pcssibility. Gergen sgair ncted the Fresident

a4

5

srorised cnly that a woran would be “‘cne of the first

11cintees. "“The people who were involved in 'that campaign

“ B

4

stetement did it with some care,”” he advised. Although
Gergen ccntinuves to demy thet there is a “‘short list’’ ¢f
rotential nominees, he adds: " ‘There hes been at least oxne
cerversetion with tke presidernt, tatting back and forth
scre nemes. Alsc: **Tte president geirs peliticelly when

ke chocses someone of distinction.””

% The Fresident may meke & foreigrn pelicy sveech scon, dut
Y gL T 3 I

~ tand

)

rcthicg that would give the grend design. {Jin Eaker

tcld CMN in en interview this rorning tiast they cere

:sisting the idee of & mejor foreien policy address

teceuse it would limit. the Presidert’s flexibility in the

friure.).

L

% Tony Dolan has the irside track &s chief speechwriter.

(END)
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FROM: JWM
Re: Max Friedersdorf, Lyn Nofziger, Pete Roussel
Friedersdorf at op““llnF breakfast on record

winning: Friedersdof admitted that the recent victories in
Congress makes his job “‘a very pleasureable time to be in
Congress relations at the White House.”” But he said there
will be bad days as well as good days, peinting
parficu*ar’y to the narrow victories in the House on the
get fight last week. He paid particular homaze to Rep.

»cb Micael, the GOP leader, and called him the unsung hero
of Reagan’s legislative triumphs. (Perhaps we might want to
ic a Profiler on Michel down the road.) On members of
Congress generally, he says party loyalty doesn“t mean as
much as it did ir Sam Rayburn or even John McCormack’s days-
~-members are " younger, more aggressive, more

independent.””
Ccalition: He doesn’t regard the ccalition with the
Southerners as solid at all. He expects to lose them on
some of the coniroversial issues anhead, but concedes there
is great pressure on the Boll Weevils because Reagan is
popular in their conservative districis. Freidersdorf
chlﬁnad to be drawn into any discussion on RE“s horse
] “ding last vecm, particularly on any deals cut for price
‘—,purts of sugar. He would only say the White House

romised to b?‘**svmpathetic” when the farm rill rolls

gund . (V,mputhJ, in this caese, will be millions for a
orogram Reagan and Stockman initially opposed.)

Freidersdrof acknowledges that ~“no victory is ever final
Congress. There’s always another vote.”” On the budget,
expects another fight on the conference report and

roaps on individual avppropriations bills (he mentioned
:r»t*on as an example.) He also anticipates procedural
attles with the Democratic controlled House.
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Taxess: The congressional lobbyist says his people are
starting from ground zero, taking nothing for zranted in
seeking votes for Reagan. He says the ¥hite House hasn’t
decided whether to pass the Senate bill first to put
additional heat on ithe House.

He thinks the White House has an excellent chance to pick
off Democrats outside the Boll Weevil organizetions, even
among Northern liberals. “'I think a politician will have
50 t'i,k long and hard abcut voting against a tax cut. I

[
haven“t heard anyone say he’s not paying enou h ftazxes
teday., "

FBEC¢ Friedersdorf, who served 2s chairman of the elections
cemmission, is not for abolishing the FEC but doss think it
(\’ﬁs overhauling to end bureaucratic and enforcement
proplems. He says the reporting ard disclosure aspects of

(MORE)



& the best “‘because the press and the vublic
e access to those records.”” He hopes Congress
L e the law by dealing with ““the overly
OHD]lcat and very technical provisions of enforcement
and cmmpllcnce.’

AWADS: Friedersdorf insists the WH can still win on the
KWACS fight despite the letter of opposiftion in both
cnﬁmbers. He thinks minds will be changed when the final
package is put together.

Reagan: Why Reagan huving such luck, narc*cularlv with
Democrats? He says tue baclc reason is that RR’s a non-
confrontational President”” who has zood personal
elationsnips even with his opponents. He also says RR has
a " “phenomenal tolerance’’ for congressional activities—-—
meaning the telephoning, the stoking at breakfast and lunch
sgssions, the passing of cuff links. However, he thinks too
much is made of the influence of cuff links or tie clasps
in getiing & vote.

Rlackss: He says his office does maintain contact with the
black caucus, naming specifically Fauntroy, Mitchell and
Chisholm.

Nofziger: ¥From @ brief conversation on backzround with the
p~Titical strongman:
L~ has written a letter to Newsweek on a Perisrope of last
Moncay(l ndicating he was unhappy ané wanted out). He says
he’s never seer S0 many errors in one paragraph, although I
think he could be very much behind the report in a sense.

Nofzlger says he has said a?l along that he wants to leave
after one year. That means he”ll be gone next January 21
and he sald he meens it. He says he wants to do some things
tesides politics, making some money in the East before
probably refiring in California. No indication of what that
other interest is but I°d bet it would have something to do
with working for a wealthy member of RR’s Kitchen Cabinet.
They love 2im and his partisan, 2ven ruthless manner. It
would still be hard to imagine a congressional campaign
‘without Nofziger dropplng some bombs someplace.

Nofziger insists there is no unhappines with ER, the Big
Three, the press coperation operating without him, Richard
Richards at the BNC.

.

REoussel: Pe
vorked for
ioining the
initially.

Baker thinks he’s a great talent and can fre
Sveakes to do more with the press office. (He i
{ rstating the man”s ability.) At auy rate, Rou
' (MORE)

t2 Roussel, a protege of George Bush who has
Bush, Rumsfeld, Cherey, and Jim Baker, is
WH press operation on a £d-day pnasis at least

e Larry
s protably
ussel will

RV ]



cultivazing on the likelikood k2“1l be around

be worth

a**er the o6%—day period.
He admits an interest in running for Congress in Houston
he legislature, as expected, carves out a8 new seat in

%
at growing meiropolitan aree. He has good Republican
necticns, has pald his dues with the local party folks
nd has some name ID which would be beneficial in a free
or all for an open se&at.

(END)
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__Tcy Vhite Eouse cfficials tried or Thursdey to retract
Yedresdey s suggestion that Presiéent Reeger hed decided to
dllow tke shipment of six Fl1l6s to Israel on July 1%

The stateﬁent on Vednesday by Larry'Speakes'apparently
triggered @ strong reaction around the world. Renachem
-Begin Tubtlicly rreaised Peagan fpr the decision. £nd nec
dcudbt it angered tke Arabs--not to mention a few members of
Ccrgress vwhe are still reviewing the matter.

The incident points up how weak the Vhite Eouse is cn
foreign policy matters. It”s alsec a black ere fcr Speakes

'é the newly feorganized press office under David Cergen.

-Tke stcry here hes nothing te do witk whether the
Isrezelis get their plenes. White Fouse officials have said
rrivetely frem the start that the suspension would te
lifted once the flap ceused by the Isreeli tombing of Irag
tlows over. In fact, shiprents of otker major pieces cof
weercnry to Isreel resumed on VWedresday.

Eere”s. vhat happened:

k¥her the suspenrsion of the shipment of fcur Fl€s was
enpcrnced lest jtne 19, offioials_said there were nc cther
rajor items in tke pipeline until.July 1. fince tken, ike
eadministration supposedly Leas been reviewing whether the
-Israelis viclated their arms purckese agreement with the
tydit&d States by vombing the Iraqi nucleer reector. !In

(MORE)
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truth, eicdes have admitted from thé start thet no such
“view wes being conducted.) |

In respcnse to a questiqn cn Wecneséay (Jtly 1), Speakes
saié¢ fcr the first time that the suspensicn of F1l€
shiprents 1o Isrecel applied only to four planes scheduled
to be shipped last June 12. Ee said it did not cover six
cther rleres scheduled to be shipred or July 17. Jim Eexer
meenwhile told some reporters cn tackround that the entire
csuspension would be lifted soon.

This prcrmpted rews stories seyirng the six plares would
sobn te cp their way, even though the Fresidert has rot yet
decided formally whether the Isreelis violated their arms
pﬁrchase ggreerent with the United States. Some reporters
wrcte tket @ll 10 planes would be shipped scon.

‘ Fy late VWednesdey afterncon, White Eouse officials were
&ehying fhe implications of Larry’s earlier statement. On
fhursday rorning, Speakes sheepishly reaa this staterent to
rerorters: "~'The suspensions of arms sales anncunced June
1¢ arrlies to four Fl€s that were schneduled to be shirped
or June 12. The review on whether there was & violation of
the erms seles égfeement céntinues and no decisicns heve
been meds. The review is expected to ve completed prior to
eny Gecision necessery on future shipmetns cf Fl6s.”  As
Steaxes read it, Gergen look or with the demeancr of a
domireering schecol master forping a naugkty student to
edmit his mistekes.

Gergen, who then conducted Thursday’s driefing, declared

(MOPE
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thet the issve of whether the Israelis violated the arms
~zreement vwould tbe decided befcre the six planes are
scheduled to be shipped on July 17. Ee referred eil furtkher
guestiocns on this subject to the Stete DTepartment. At one
fcint he edded, “'I°d really like to be more fcrihcoming.””
: Ironicelly, tkis happens at & time wher Gerger is trying

tc get the ¥White Eouse press operation more deeply involved

in matters of foreign pelicy.
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Pegar, 1. ‘‘The highest.’’
Veirterger, &. ‘'Fe’s doing what the Fresident wants

core. Fe hasn’t screvwed up too ruch.”” (F

m

@gan epparently
remarked recently to aidec thet VWeinberger was doing
exectly whet he’s suprosed tc do at Defense.)

Eirkpetrick, 7. “"A fevorite of the President.”’

~ %

Levis, 7. Very effective orn the PATCC settlement.””

"Baldridge, 6 or 7. Eié stock has risen since he began
ricding ncrses with the President.
- Fatt, € or 7. “‘Ee’s effective &s far &s carrying cut
whet tke President wants.”’ -
Bleck, €. "“‘Good with his censtituents, but nct quite “in
"the club’ with the. Fresident. Ee also tends to pop off iz
Cabiret reetings.”’

Stcckman, 6. A high rating. But he’ll try tc hoodwink
ycu rovw and then with his figures.’’

Zonovan, 5. ~“In pretty gcod standing with the President.

ot in the Cedinet meeting or Tevis-Facon.’’

."
J

Fdwards, 2. ...beceuse he keeps getting intec troudle.”’

Eeig., nc sccre. I discuelify Feig coermpletely because of
the. rroblems we are having wiih kim. "’

Pierce, no score. 4 kard call. I haven’i heard much

cm him. The invisible man.

(MOEE)
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Fell, no score. "I wvouldn’t rate hir. Fe blends into the
vall,” "

Species cescrites the Reegen-Stockmer teem &s & " ‘shrewd

I'd

cordination.”” ““Stcckman is the lightening roed,”” he says.

AN ’

L

egan is tke smooth guy.’

P o
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From g_bgckreounder with Tarry Speakes:
__Failg is beck in the dcg house; bMeese and Baker heve begur
tc argue over press relations. These are the best items
frem an unusually fruitful backround session with Larry
Sgeakes, deputy press secretsry.

Feig._Sreakes says the news story criticizing Jeane

1

wn

Firkpatrick put Eeig back in the “‘dog house.”” “‘It’s a
continuing problem despite the best efforts of everyone
around here,”” he says. "We thought we had the problem
with EHaig worked out, but it’s coming unreveled egain.”’

Fe seys everyone et the White Lcuse suspects that Fischer

1¢ Burt acted on the explicit instructions of FHaig. Eis
analysis of the probtlem: ‘It seemed that tke ¥irkpetrick
thing was ego. I don’t understand it. Fe can be the ster
enytime he wants tc be. Other people’s accomplishments
don’t detract. I alweys thought he was a cool, calm and
purposeful guy in the Nixon VWhite House.’’ FEe says Faig’s
rroblems stems from er inability to follow the motto on
Reagan’s desk: "~ “There’s no limit to what & mar can do or

where he cen go if he doesn’t mind who gets the credit.””

>

week s confusion over shipment of F13s to Isrsel. (Note:
Steakes is anything but a disinterested cbserver on this
one. But his explenation is plausitble.) Speakes says the

\__«~cblem erose pecause Faig on Wednesdey retused tc let

-+

(MORE)
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anyone say that the reviev of the Israeli hombing raid

culd te completed prior to the next scheduled shipment of
F16s on July 17. FEaig did not want to promise a date onr on
which the review would be completed. He hoped the shipments
cculd be resumed without any report. ~“They thought they
could slide off the hook, " says Speakes.

After news stories about the July 17 shipment bezan to
surface on Wednesday, Speakes prepared a statement of
clerification. The statement said thet the outcome of the
current review could affect the July 17 shipment. Eut this
line was cut out by Eaig, who feared it would '‘alarm the

4

Isreelis.”” (Larry shcwed me his originel statement with

this sentence crossed out.) Thus all that Speakes and
Gergen were ellowed to say on Thursday wes that the review
culd be completed before the next shipment--exactly whet
they were denied permission to say on Wednesday.
Ironically, this gaffe also forced them to promise &
report when the review is completed--the very thing they

~

vere trying to avoid. " Now we're going to have to issue
findings of some kind,”” says Speakes.

Sreekes says this is not the first time that Haig has
raised hell about something that was said in the White
Eouse brieifing room. The last incident involved a
statement about Chine that Speekes made orn the West Coast.
criticism, Reagen will make & foreigr affairs speech socon.

Yet White House officials are not terribly upset about the

(MORE)
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criticism of Reagen’s foreign policy. Reagan’s own polls
“Mow thet the public does not shere the percepticn of some
cclumnists that Reagar has no foreign policy.

Feese—Egker._ Speakes coafirmed cur eerlier conclusion
that Paker is eclipsirg Meese. Here’s hov he expleined it:
““I’m finding rmore end more they are almost interchangabdle.
But Zaker more interchangable than Meese. Baker is
interchengatle with Meese on policy, but Meese does not get
into staff metters. Deaver also is more into policy.””
Ie volunteered that there’s no rift between Meese and

’

Baker. "I don’t see much crack between them,”” he said.

Then he corrected his statement. What he called "“press
s

gulidence is the excepticn. Fe seid the two men disagree

ere sterting to disegree cver how much infcrmation should

W

releesed to the pudblic. Baker perfers openness; Meese
wants to stonewall. Speakes says Meese did not even want to
tell the ﬁress thet the Cebinet discussed immigration
policy on VWednesday. Beker disagreed. WVhen Speakes asked
for guidance, Faker told him to ignore Meese. " “You take
your guidance from me,”” he said.

klso, Meese 1s getting a bad reputatior emcng White House
reporters becauvse he does not tell the truth. For example,
he told ABC on the eir last weekend that "‘no deals’’ were
mede with Congress members on the vote last Friday.
teenvwhile, Speekes end others were admitting thet some
““eccomodations”” hed been made. " “You know Meese,”” says
Steakes. "He’s so reluctant to talk, and then when he talks

(MORT)
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he gives you e bunch of bull.””

Supreme_Court. Speakes thinks that Meese leaked the story
ebout the story about Sandre O'Conner as & candidate for
the Supreme Court. Ee suspects it was just a trial halloon.
As we suspected, he says Ieaver was the source of the now-
discredited story rlacing Elizabeth Dole high on the 1list.
Cn the question of & women appointee, Speeckes is nct as
pessimistic as Cergen. "It would be goecd politics and
difuse & lot of criticism,”” he says. If they don’t appoint
& wcwman, he asks: '"Does that seay we cannct find a

-7’

guelified women? Ee thinks Baker, Deever, Meese and Smith

would be wise to postpore the anncuncement until Septembver,

giving Congress very little time to scrutinize it. ~“Time

e

is ycur worst enemy on & nominaticon, he says. | People

ill orrose your nominee for philosophical reasons, but

they will look for other reasons to meke it stick.”’

(END)
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~ROM: 53% - White House :
TO: MLS, LT, JF, BFP, DXB, JWM, GP, DR, JG, DCB, LH, RAK, PA, PGH,

RE: Results of White House briefing.TueSday'by Députy'Press‘Secféfaty

Larry Speakes and Communications Director David_Gergén

Sandra Day O'Connor told President Reagan before she was
nominated for the Supreme Court that she finds aborticn
''"personally abhorrent,'' but also feels th&t it is ''a
legitimate subject of consideration" fog_the-l@giglative
arena.

White House officials were initially reluctant to talk
about Mrs. O'Connor's views on the subjects of abortion and
the Equal Rights Amendment. But under.questiqning, revealed
that Mrs. O'Connor had been questioned on both subjects by
the President during a one-hour meeting in the Ooval Office
on July 1. Also attending the meeting‘were the Attorhey
General, Ed Meese, jim Baker and Mike Deaver.

According to Speakes, Mrs. O'Connor told the President
she is ''personally opposed to abortion and fiﬁds,it
personally abhorrent.'' Speakes added: ''She also feels
that the regulation of abortion is a legitimate subject of

a.'' He was unable to

M

\'D

consideration for the legislative ar
explain preéisely what this means.

Speakes fold reporters on background that Mrs.
O'Connor's record on the abortion issue in the_Arizona
~Legislature had been misintefpreted. He explained that she
once voted against an antiabortion amendment that was

attached to an Arizona senate bill that dealt with the



Page - 2

construction of a stadium at the state university. He said
she voted agéinst it because it was not germane and that it
was only a procedural vote.

.On the issue of the Equal Rights Amendment, both Speakes
and Gergen were vague about Mrs. O'Connor's views. But they
said theyAunderstood that the Supreme Court nominee was in
favor of the Equal Rights Amendment.

Mrs. O'Connor learned of her nomination in a phone call
from the President at 6:11 p.m., EDT, Monday. The two
talked on the telephoné for about 10 minutes, but aides
were unable to repeat any of the conversation. The
President made the decision to nominate Mrs. 0'Connor
sometime earlier in the afternoon.

On Tuesday, the President informed'Chief Justice Burger
of his decision to néminate O'Connor in a phone call at
9:17 a.m. He later called the President of the American Bar
Association at 10:12 a.m. and Senator Strom Thurmond at
10:14 a.m. Justice Stewart and Senate Majority Leader
Howard Baker will learn of ﬁhe appointment in a phone call

from the President later this afternoon.

Immigration policy. The cabinet meeting on Tuesday
involved a diséussion of what to do with the refugees now
being housed at Fort Chaffee. And officials said a decision
on this subject may be announced this week. However, the

ntiré matter of administration immigration policy will not

be decided until it is discussed at least once again in a
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future cabinet meeting.

(END FILE -- rw)
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zesvlits ¢f ar interview with gJemes A, 3Beker iII. (Groung

_Paker dropped & dig juicy hint that the Supreme Court
ner:inee éould De ennounced this week. Fe elsc suggested
strongly thet it will te & weman. Our cenversation went
rougkly &s follovs:

Beker: ve expéct te heve an .eanouncement soon.

Fritz: Low socn?

yotr deadline?
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alreedy said more ther I heve said before. I'r
nct geing to sey eny more.

Fritz: What are the chences it will be a weman?

tr)

e¢ker: Very gcod.
I écutt whether feker would be telking this wey if the
cecicsicn were not slready made.

beig.. Unlike everycne else we’ve telked tc &t the White

Fourse, -Beker insists that Falg is not in the dog Lkouse
E i €

ir. Yet he eckncwledges there wes ~'a little blip .

4

tkere”” over the criticism of Xirkpatrick. "“Ealg is doing
a better job now, ” ke says. In rating the Cadinet, 3Baker
.cve Eeig @ 7, which he quickly eadded was "~ “higher thar

(noﬁg)
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rost pecrle would rate him.”” Zaker hes rade a Dersonal

A*fert in recent months to improve relations with Eeig,
inclvdirg pleyirg tennis with the Secretery -¢cf State.
““Fe’s a tremendots talent, but bad on interperscnal

3 ,

relationships, says Bexer. "It’s nc secret he’s

[#3]

cercetetive.”” Zaker also éisclesed that Eaig and
LWeinterger ked cleshed Yondey during e Keticnel Security
Counéil aebele over East-vWest treade.

Tegan: (& cr 12) "'Fe’s a class act--a team player; Ee’s
done & super job sellihg the Pfesident;s progrem. Plus he
dién’t get all bent cut of shepé et first thet & 32-yeer-
clé was getting more ink.””’

Weinverger: (&) ““Cap is good.”’

Q4]

"tcckmen: (& cr €) “'Stockmen gets out of contrcl

scretimes. Ee’s sc¢ tright thet scmetimes he gets too fer

out in front.”’

A NN,

Smith: A righ reting,”” but no numbder.

7,
7

Zirkpatrick: "“Lamn good but no .nurbter.

e’ 7

Iewis and Baldridge: ““Ia the 7 io 8 range.

Rrock: ‘& gocd person who does not get much attention,””

LN

Bell: Teing & good jeb of working himself out of ¢
job.””
wett: “'Wett’s rot doing & very gcecd job of public

relations. You don’t have to do controversiel things in a

=
]

..

’

centreversiel way.’

Fierce, Tonoven end Fawards: I don’t hear much from

LU e
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LY ’

% Eeker has started brainstorming”’ on priorit

e
n
w
L]
(o]
Lo |

tre cériristration throueh 1S€2.

* Teegan will make @ foreiegn policy sveech in the fall.
Ezker notes thet the polls do nct reflect e pudlic
rerceyticn thet the Presicent has no fereigr peolicy.

ire ¥White Eouse currently is prepering an “‘invertery””
of erpointments and issues of interest to each Eepudlican
remcer ¢f Comgress. This ic deing done in response to
cemrleints thet the White Fouse wes stroking ccnservative

Temccrets more then lcyel Republicears.

(ENT)
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To MLS, LT, DR, JWM, DXB, DCB, GP, TG, SJF, PGH
From TJF ‘ |
Re Dave Gergen briefing  7/8

The O'Connor nomination was almost the only topic in an hour-long briefing.
Gergem said the White House does not anticipate that any major lobbying effort
will be needed to win confirmation. He said she would cqryy forward on her own
momentum very well, Max Friedersdorf will run the operation with Justice Department
help.

They hope the FBI will be finished within two weeks which will clear the
way for the formal nomination. Gergen couldn't speculate .on hearings but conceded
it's possible they may not begin until after Labor Day.

One possibility being kicked around is to bring Mrs. O'Connor together ahead

of th8 hearings with some of her more xgp=¥sgm critics but X with "no firm decision™
on this., He quoted the President as saying at a staff meeting this morning that

the reaction has "generally been very positive" and that he's pleased by this,.

The Pres added that in view of her outstanding qualifications, he's confident she'll
be confirmed.

Reagan had a half-hour xix meeting with Jesse Helms Tuesday noon to discuss
the nomination,a meeting initiated by the President. Helms said he knew nothing
about O'Connor and wanted to know more about her. According to Gergen, the Presidment
discussed her judicial philosoph& and said he was personally satisfied with her
views. Gergen said Helms"left here in a non-committal posture.” Helms is the only
senator called in for this purpose.

Reagan aiso called Jerry Falwell,se and Gergen didn't know whether the call
eame before or after Falwell's "disaster" description of the appointment.

Letters, telephone calls ‘and telegrams after the origin’al story through
yesterday morning were a few thousand in number and mostly negative with abortion
the chief topic of concern. Since the announcement s they've had a few hundredg

He said the telegrams were about even for and against while the calls were "several-



Gergen 2

to-one" on the.negative side. He didn't know if any of the opposition is organized
but said it was a possibility. Gergen said bhe Bresidenthopes those opposing
"keep an open mind" until they've had a chance to hear her express her views,
The President believes that when the nominee's views are more fully known, many
of the reservations that have been expressed by some will be removed, he said.

The White House pinned down the length of the Reagan-0O'Connor meeting te
48 minutes., The log indicated she went in at 10:05 and came out at 10:53. It
was a group meeting all the way, Thely discussed judicial philosophy most of the
time, The President, Gergen said, did not attempt at any time to determine how
O'Connor might vote on any issue. "To do so," Gergen said, "would be both inappro-
priate and injudicious."

The good reverend Lester Kinsolving spent a lot of time trying to get a
White H;use position on abortion but no new ground was broken, so to speake.

Gergen kspt referring to what was said yesterday by O'Connor,

From John Colby of the Phoenix Gasette (probably the best state house
reporter in Arizona): O'Connor has "the perfect judicial temperament", eveﬁ—handed
and always under control, & "She doesn't suffer fools gladly and can be a bit
abrupt with people who are not as bright as she is." He said she always is
"rigidly controlled and appears very stiff in public." She's much warmer in person.
"They'1ll never catch her talking out of school," he added.

Mr, O'Connor is a very successful Phoenix attorney, and they had not decided
bhew they were going to handle the Phoenix-Washington connection. Colby said he
personally doubted O'Connor would want to give up tﬁe practice.

He said Mrs. O'C has been kix a hot item in the political hot stove league
every recent election agd that every time someone speculates about her running for
the House or Senate, she has spiked it immediately because she didn't want to

leave Phoenix., (I've written a whisper on this.)

#
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The White House not only has succeeded in resolving the
Hugel scandal posthaste; it also has managed to effectively
isolate the President from the whole sordid affair.

According to David Gergen, Reagan and CIA Director Bill
Casey have never discﬁssed the Hugel matter. The President
was not even aware of the allegations until he was informed
T Jim Baker at the close of business on Monday. Baker told
Reagan this morning of Hugel’s decision to resign,
according to Gergen. White House aides portray Reagan as
never having dealt with the problem directly. Although the

Y

President is "‘saddened”’ by the events that led to Hugel’s
resignation today, Gergen says Reagan has expressed no
displeasure over it to Casey or to the senior White House
staff. Reagan retains full confidence in Casey, according
to Gergen. "~ "The President has had great trust and
confidence in Mr. Casey’s abilities, and he believes he has
done a great job at the CIA.””

White House aides also have done all they can to convey
that they, too, are far removed from the CIA matter. The
{ ouncement that Hugel had resigned and a replacement had
been named was made at CIA. The White House declined for

some time even to make available copies of the resignation

(MORE)

307/14 ,17:42
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letter that was released this morning at CIA. Said Gergen,
“*As far as the White House is concerned, the matter is
closed. Mr. Hugel has resigned...He resigned on his own
initiative, in consultation with Mr. Casey...The White
House did not ask him to resign and did not have Mr. Casey
ask him to resign...These allegations are seven years old.
They had nothing to do with his work in this
administration...In our view, the important thing was the
way it was handled once it surfaced. It was handled
expeditiously.”’ According to Gergen, the statute of
limitations on this kind of SEC violations is five years--
which would explain why Hugel’s former cohorts were not
fraid to blow the whistle on their activities.

Gergen offers this chronology of the White House’s
dealings with the scandal: On Wednesday of last week, White
House counsel Fred Fielding heard *‘from a third party, not

4

a reporter that Bob Woodward and others at the Post were
investigating allegations against Hugel. [You will recall
that Fielding was widely suspected of being Woodward’s Deep
Throat.] Fielding then informed Jim Baker of the Post
probe. Baker summoned Casey to the White House on Thursday
to meet with him and Fielding. Later on Thursday, Fielding
questioned Hugel closely, and the matter was referred back
to the CIA for an internal investigation. It was then that
CIA general counsel Stanley Sporkin contacted the Post
.bout seeing its evidence againt Hugel.

The skillful manner in which Baker disposed of this

(MORE)
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potentially serious problem certainly heightens his already
growing stature within the White House.

In his letter of resignation, written to Casey, Hugel
said: ‘‘These allegations, although unfounded, unproven and
untrue, have become a burden which I no longer believe is
fair to impose on the administrationg, the agency, my
family, and the splendid men and women who work with
me...Although I am resigning, I want you to know that I am
available for any future assignement in which you belive I
can be of help.””

Gergen claims “‘there was a background investigation done
on [Hugel] bdy the CIA that was extensive...There are
~~casions when people go through the system and not

T4

everything comes out. Personnel Director E. Pendleton
James has searched his telephone logs but has found no
record of the call from Thomas McNell, Hugel’s onetime

cronye.

(END)
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To: MLS, LT, JG, LDM, THE, wSW, DXB, LW, MFD, PMS.
From: JMH

Re: The administrations” July 15 mid-year budget review and economic

outlook.

Despite intergst rates which remain in the stratosphere,
administration officials eipressed confidence that their blueprint
for restoring economic stability and budget discipline remains on
track.
They still anticipate a ““spongy’” (previously referred to as ““soft
soggy’’) economic verformance for the remainder of this year.
Translated, that means ““1little, if any, zain in real output plus

4

some moderation in inflation, " according to Murray Weidenbaum,
chairman of the President’s Council of Economic Advisers.

An aside here: Weidenbaum dominated the QSA, even though Dave
Stockman sat inches away to his left. In previous appearances
together, Stockman answered 85 percent of the guestions. Weidenbaum
appeared more confident, even though he remains not very impressive
in pubdblic.

The adminiQYration raised it’s 1981 inflatiorn-adjusted GHP estimate
from March in order to reflect the strong first gquarter verformance.
Officials now foresee a 2.6 percent real growth rate, compared with
1.1 percent in March. Next yzar, they say. = the economy should begin
T strengthen’” and by the fourth guarter real GNP should be 5.2
percent higher than in 1981°s October-December timeframe.

(MCRE)
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Inflation, as measured by the CPI, should climb by 9.9 bercent~this-
77 Ar and 7.9 percent next year. These are lqwer projections than the
March levels because world oil prices have behaved, food price rises
have remained moderate and the dollar is riding high.

Uﬁemployment projections are virtually unchanged from March. The
jobless rate”s annual average should be 7.5 percent this year and 7.3
percent in 1982.

Now the bad news.

Intefest rates, officials said, have gobbled up taxpayer money far
faster than believed possible last March.

‘The administration estiﬁates that the government’s interest charges
will be 6.8 billion dollars higher than expected this year and 16.3
billion dollars more in 1982. "‘Interest rate forecasting is neither
a science nor an art. It’s a hazard,’’ commented Weidenbaum.

The unexpectedly high interest rates have caused some re-jiggering
of the basic budget numdbers. But the changes had 1little effect on the
bottom line deficits.

Outlays are now projected at 794.8 billion in 1382--2.5 billion
higher than the estimate made four months ago. 1981 spending will be
6.1 billion more. | "These increases are entirely attributadle to

’,

higher interest rates the budget document states.

Receipts, however, also should bde higher—-662.4,biilion in 1982, an
increase of 12.1 billion dollars and 605.6 billion this year, a rise
of 5.3 billiogt This was caused by the delay in the effective date of
Reagan’s tax cuts from July 1st to Oct. 1st and lowering the
cumulative cuts from 39 percent to 25 percent.

ks a result, the deficit in the fiscal year ending Sept. 39 should

(MORE)
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be 55.6 billion dollars, an increase of 7¢% million from March. For
. .2, the deficit should be 42.5 billion dollars, 2.5 billion less
than in the March forecast.

Furthermore, says Weidenbaum, ““the administration is determined to
balance the budget by 1984 °°--a hallmark Reagan promise.

There are a few f1lys in the ointment, however:

* The administration says fiscal 82 spending will be reduced by 3.8
billion and by 19.6 billion between 82 and 84 due to its Social
Security proposals, including reduction of benefits to early
retirees. This plan is highly unpopular and sfands little chance of
congressional approval.

% To reach a balanced budget by 1984, the administration would have
to chop away another 74 billion in federal spending in fiscal 83-84.
That’s not easy.

* The administration is assuming that interest rates are going to
fall rather quickly. The current T-bill rate is 14.78 percent. The
administration says the average for the full year will be 13.6
percent. The 1282 rate is forecast at 19.5 percent. This means some
quick improvement is needed.

Weidenbaum acxnowlédged that the administration must ““try to
establish credibility with the financial markets”’ in order for the
entire game-plan to success in the next 18 months. In attempting to
explain why rates have remained so high, Weidenbaum said markets
needed ""a bit of time to adjust to good news.”’ But he held out
hope. ‘“All conditions are ripe for expecting a reduction in interest
rates. "’
£11-in-all, however, the administration appears pleased with its

(MORE)
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ar’v accomplishments. Weidenbaum had one telling comment: *“So far,

his has been a very lucky administration.”’

~Attention DXR: At one point, Stockman made this comment on whether
he administration would seek additional 1982 spending cuts. " “We’re
ot viewing the budget as a once—a-year effort. It’s a daily, weekly,
ijonthly monitoring. process. At the present time, I see no reason to
yropose to the Congress policy changes. We are.simply determined to
,low growth in the rate of spending to the 6 percent range. “° He
,aid the budget 15 7 very uncertain orocess’’ and that “‘lots of
.urprisés” could crop up."‘If there are any serious threats in
.erms of movement in outlay levels substantial above’’ what is now

)roposed, then additiornal cuts could be requested, he said.

(END)
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" _kdministration officials describe Ray Donovan’s
uhex;ected entry into the baseball negotations as an effort
by the'beleagﬁred labor secretary to ~‘hit a home run”’ of
his own and improve kis public image.

ﬁonovan enters the talks at a time when the prospects for
a settleﬁent are good. White‘House officials say they
received a "“signal”’ on Thursday thatAthe players were
ready.to settle.

Meanwhile, Donovan’§ podr rating in the media reflects
his equally low esteem at the White House. He s been under

screased scrutiny since the Wall Street Journal and
‘Business Week did stories on him.

The-specualtion at the White House is that Donovan got
wind c¢f an impending settlement and decided to grabd the
glori. *“The real suspicion is that he decided to hit a
hcme run cf hiS-own,f' says White House labor man Kobert
Benatati (to be identified only as an administration
official.) Bonatati knew nothing about Donovan’s decision
until he read about it in the newépaper this morning. He
says his gquestion to bonovan.will be, "“How does this jibve
with our policy of not getting involved in labor
negotiations?”“--a policy which Donovan himSelf announced.

A source at the Federal Médiation and Conciliation

- (MORE)
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Serﬁice says mediator Kenny Moffit.wa§ upset by Donovan’s-
decision. The fear is that Donovan will do something to

rew up thé near-settlement-—getting himself even deeper in
hot water. Despite what Moffit said publicly, he did not
invite Donovan to participate. Donovan voluntegred.

An FMCS source adds that White Eouse officials recently
expressed " ‘concern’’ that Moffit, who became identified
with the Cartér administration although he is & career
mediator, was getting too much media attention. The Reagan
adhinistration has failed to appoint its own FMCS chief,
even thoﬁgh the agency is in the midst of & heavy
bargaining year with the_minérs, air traffic controllers,
basebéll players and postal workers.
policy has been delayed until Thursday or Friday. Craig
.Jller. cabinet director, says the Reagan energy policy
will be a dramatic departure from the Carter policy. But it
.will Be very close to Reagan’s campaign stand on energy.

Fuller also adviées that the immigration policy may be
delajed another week. Half the issues were decided in a
cabinet meeﬁihg.last.Monday; half will be discussed at
another cabinet meeting on Thursday. But Fuller says the
most controversial issues are yet to come, and he notes
that the White Eouse policy peoplé are now getting bogged
dewn in preparations for the summit. .
__Larry Speakes says a décisibn on Fl6s for Israel might
not bte ready by Friday, when the next shiprent is due.

| | ~ (MORE)



Casey._Speakes says President Reagan has “‘full

a4

copfidence V‘in William'Casey, despite today’s disclosures.

. says Casey told White House counsel Fred Fielding about
the court case before he ﬁas arpointed. He says the Senate
Select Committee on Intelligence also was aware of it at
the time of Casey’s confirmation.

Speakes says the administration has no firm policy
governing situations where an official is charged with
wrongdoing. "‘Some allegations have more substance than

’

others,”” he says. - 'We have high ethical standards in this

administration and in few if any cases has it been called

'd

into question.' However, he acknowledged the
admipistration has never prepared any ethical guidelines
for its people. He also confessed the decision about Casey
was made on the basis of news reports of the May 19 court
.alipg. The White Eouse does not bhave a copy of the ruling.
"Bégggg_yg;_gjﬂglll;_Reagan called Tip 0“Neill om the
" telerbone Wednesday to insist upon completion of the tax
and budget packages before the August recess. According to
Sreakes, the call was prompted by 0°Neill’s suggestion that
they cculd paSs-only:one——either the tax package or the
budget. Reagan told him it was an " ‘unacceptable choice.”’
According to Speakes, 0“Neill finally agreed to do both--
“‘even if it means remaining in town a few days longer.’’
Sreakes added:. *“The Fresident takes it as a commitment
from the Democratic leadership of the House to complete
action on the President’s tax program and his budget bill
vior‘to the Aﬁgﬁst recess.”” The call lasted 2 or 3

minutes.

{fmauan\



STORY:CASEY  OUEUE:CWF-CWF MSG s
MA:66  FMT: HJ: 3 INI: OPR:RAK .

( .
70: MLS, LT, JF¥, DR, BFP, JG, DXB, JwWM, GP, DCB, LH, SJF,
PA, PGH, RXT ‘
FROM: RAK

This éomes from & background-only discussion with Larry
Speakes:

Barring some new, unexpected disclosure of damaging
material, the CIA directer is in no danger of losing his
post, largély because Reagan is impressed with the changes
Casey has made in the ageﬁcy. **I really don”t think Casey
has a problem. This “full confidence” business is pot just
w s--it’s what the President thinks and feels,’’ says
Speakes. ~'Casey has done exactly what we wanted af the
CIA...The Hugel thing was the only fly in the ointment,’’

Speakes discounts the notion that Casey’s mischief is more
easiiy‘tolerated in the Oval Office because he is a friend
of the President. On the contrary, says Speakes. The two
men are not on cldsé personai terms. But Reagan respects
Casey’s ability to get difficult tasks done-—as he
demonstrated in the campaign and since Inauguration Day.
Also, Casey is valued as a team player who follows White
House orders. Casey is perhaps closest to Ed Meese. The two
worked closely and harmoniouslf during the campaign.-

/ The President telephoned Casey on WEdnesdéy-—after the
d&scloéure of the judge’s ruling--to reassure him that he
retains Reagan’s full confidence. *‘He said, “Bill, I don‘t

(MORE)
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s{ anything to this. Don’t worry about it.””’ The New York
judge’s finding against Caéey is not regarded by the White
House a&s a serious probleh, even if he loses the appeal.
*“This is regarded as a nuisance class-action suit brought
by stockholders. It°s a civil action, not a criminal case.
It°s just the price you pay for doing business. It happens
everyday in the business world,”” says Speakes. If the
judge’s finding that Casey misled shareholders is upheld,
*Yit would be more of a PR problem than a legal or
political problem.””

What would it take for.Reagan to dump Casey? ‘‘If another
shoe dropped, or if there was another example of bad
judgment by Casey, it would push nim a long way toward the
dour.’”

,:Sﬁeakes says Jim Baker is confident that the Hugel affair
;s over, but Baker believes '‘some reporter; will beat this
like a dead horse.’’ There also is some concern at the
white House that Casey’s past dealings will come under
intense scrutiny by every inyestivgative reporter in town.
Speakes left me with the impression that the Whité House is
not overly confident that Casey could withstand such
scrutiny unscathed. (Some reporters have speculated that
rerhaps Hugel got his CIA post because he héd something on
Casey.)

Sﬁeakes offers this interesting bit of White House gossip
' he concedes. there is mo -‘evidence to support: Some
senior aides (including Baker, I suspect) believe Hugel and

(MORE)
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C¢ 'y were done in by their own enemies within the CIA. The
timing of the disclosure of.the judge’s ruling against
Casey is not viewed by the White House as a coincidence.
The White House tried to track down how reporters first
surfaced, A story on the judge’s unnoticed decision first
appeared this week in the New York Post, according to
Speakes. He implied that a CIA source may have leaked the
news of the judge’s decision to the Post reporter in order
to hurt Casey. If any of this is true, Casey may have more
problems &t the CIA than anyone imagined.

.Hugel, in particular,-made a lot of enemies among career
CIA officers, for obvious reasons. Hugel seems to have been
a arse, arrogant guy who offended evefyone in sight.
“There were a lot of eyebrows raised here when Caéey
bfﬁught.him in, because Hugel wasn’t highly regarded in the
campaign.””

Sfeakes confirms what everyone already knew——that the White
House waited to see how the Washington Post would handle
the Hugel story béfbrE<deciding what to do about it. At
first, they [White House aides] thought they had toned the
story dowrn, but once it hit, there was no agonizing over a
decision.”” Jim Baker never had to ask for'ﬁugel’s
resignation, because Casey beat him to it, according to
Speakes. Casey knew that if thé story appeared on page one,
%“°el had to go. Casey called Baker early Tuésday with word
that Hﬁgel was stepping down.

(MORE)
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Speakes also notes that Baker’s smocth handling of the
Fugel problem ‘‘is another feather in his cap. Jim pretty
much handled it all by himself, but I'm sure he kept Meese

’

in close touch with the situation.”
ﬁatf’s resignation is not a major problem, says Speakes.
3ut as a'result, the White House this week gave explicit
orders to the interior secretary that no more controversial
decisions——such as last week’s decision on motorized
vehicles in natibnal parks—-are to be announced vithout
consultation with the White House over their political
ramifications.~

v 1 he telephoned him on Wednesday and insisted that
Congress dispose of both the tax bill and budget cuts
vefore the August recess. Speakes says he expected d’Neil
to publicly deny that he had agreed on the phone with
Reagén_to act on both—-—as the President claimed yesterday.
The Speaker, however, has not yet contradicted Reagan
publicly. The White House views 0’Neil as a ‘handy
target’’ to personify Reagan’s Democratic opposition on the

H3ll.

(END)
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y/"e," says Gergen. He also repsats the ¥hiie House
suspicien that " “ihe Hugel case, and maybe the Casey case,

were propelled along from within the azency. But know one

The ClA. The #White House 15 not pressuring the CIA for &
roview of security procedures in 1i of the glaring
ommissione in the backsround investization on Hugel, " 'We

haven’t asked for a complete review of CIA security, hut

1°m we 're very sappointed that this [Hugel appolntment)
g0t threusgh., It”s a sign things weren’t being done right.

There ars some indications that the Hugel investigation vwas

<

needed up, but we don”t know that Casey was the one who

i

speeded it up...The White House is not in consiant contact

b the CIA about securiiy procedures, bub that’s

something Vhey worry abtouit all the time=-the probiem with

- o

moles and that sort of thing...I'm sure they're lcoking at

=

1% dut I”m unaware of any changes that Casey might te
planning. ”’

Hugel himself will soor undergo intensive debriefing by
the CJA to warn him about pessible overiures that may be

made to kim by foreign agents to exploit his knowledge of

the U.S. intellizence apparaitus. [Is this a ¥hisper?]

Haig. The President is relying heaviiy on Haig to prepare
nim for next week’s economic summit in Ottawa. ' TAfte

spending five years in Eurone, nalg really understands the

3 5 5 N~ 3 e # o - 3 > o e : 8
g*; to present the issues.”” R2agan is honing up especially

& AT
ratled $



( nd for this summit ia order to dispel the notion that he
is & disinterested novice in the field of foreizn affairs.

th

fhe first night of the summit, FReagan will be con ais own at
a dinner with the six other heads of state. He won’t have
ny aides or noie cards to see him throuszh Sunday’s night s
nrivate dinner with the other nrime ministers.

James Wait. " His standing is still sirecne, but peorle

here are now watching closely what he‘s doing. He’s created

some political problems, so there’s more sensitivity to

PACGE:
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Re_Nuclear_Non-Proliferation:

__President Reagan's'new policy toward nuclear
nonprqliferation, unveiled on Thursday, ‘is more liberal
than the policy laid down by Jimmy Carter. The stated
objective of the Reagan administration-is ““to restore the
U.S. as a reliable nuclear supplier.’’

Séecifically,.the Reagan administration will méke‘no
effort to iphibit development of a breeder reactor in
nations with an advanced nuclear program. " The U.S. has
scught to inhibit those programs,”’’ Undersecretary of State
Richard T. Kennedy told reporters at a backround briefing
"vursday. . They have resented it. If a country decides
that it must have é breeder reactor for its energy
security...we will sit down and talke about safeguards.”’

The administration also will actively promote the sale of
nucelar technology for peaceful purposes. The PreSident
instructed the Nuclear Regulatory Agency and cther
government agencies to act promptly on expoit requests.
*“We must establish this nation as a predictable and
reliatle ;artﬁef for peaéeful.nucelar cooperation under
. adequate safeguérds," Reagan said in a pubdlished
statement. “This is essential to our nomprolifieration
goals. If we are not such a partmer, other countries will
tend to go their own ways and our influence will

.minish.””

(MORE)
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Also cited as & shift in emphasis is this statement of
bﬁlicy: ““Increased reconition will be given to the fact
vr;at prolifération is an international and security
prodlem, nect just a matter of controls on the civil nuclear
fuel cycle. The administration will consider the range of
U.S. diplomatic, economic and national security tools to
reduce the motivations of other nations to develop nuclear

s

explosive. Kennedy indicated that this means more
conventional weapons will be made available to discourage
'nonﬁuclear nations from trying to join the nuclear club.
Reegen administration officiais are still denying the
President’s statment in Jacksonville, Fla., during the
campaign that nuclear preoliferation is none of our

busiress. Richard Aller told reporters on backround again

*oday that the remark was taken out of context.

(END)
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Re the Ottawe Summit.

e e e S e e e S - ————

Seéretary of State Alexander Haig and other administration
officisls indicated during pre-summit briefings Thursday
that tﬁe United States will take & pretty hard line against
@SR criticism of Reagan’s economic policies.

_ The following information comes from two separate
'briéfings——one by Secretary of State Alexander Haig speaking

on_the record and another by three administration officials

—— e e e e S S G S S S

Eaig exrlained his views as follows:

I spent five years in Europe and during that period they
weré also distrubed with American economic programs. At
vnat time their_coﬁcern was with what they perceieved to be
a lack of discipline here in the United States economy--a
situation where we are 1etting inflation run rampant, a
situation where we were letting the dollar suffer what they
referred to as “benign neglect,” and a situation in which
they felt that a lack of discipline.in our own domestic
energy program gave them higher o0il prices. We’ve turned
that around. This adminiétration has put together a clear,

_comprehensive program designed to get inflation under
control and to get eccnomic growth to proceed more rapidly
in a positive direction. It has of course, been perceived
“in Evrope, that the resulting high levels of interest rates
( | a cause of their problems. We understand their concern.

(MORE)

307/16,20:06



Ve ‘ve been sensitive.to‘it from the beginning and we are
going,to-be increasingly gensitive to it as we proceed down'

;e road. Aﬂother problem involves our Furopean friends.
They have different systems and they dqn’f welcome American
officials suggesting how they should correct their economic
difficiencies-—and they have many.””

On béckround, a top State Department official was less
diplomatic in explaining the U.S. position. “‘It’s not our
policies that are causing high inflation rate, it’s a lag

AN

‘from the expansive policies of the past,’’ he said. “‘We
are a low interest rate adminisfration.",ﬁe predicted that
interest rafes would go down once the peorle who run the
financial markets are/convinced that the Reagan
administration has abandoned the economic policies of the
uasf. The Europeans have suggested that Reagan defer his
vax cut, he noted,'but Reagan has rejected their advice.

L4

*“There is really nothing we can do, he said. Then he

declared, to the surpri;e of many: “‘We can find no
realtionship between deficits and the rate of inflation.””
He added: ‘‘Our deficit is smaller than any of the

I'd

participating nations.”” He offered two other reasons why
the Europeans should not dbe so critical of U.S. policy: (1)
The recent change in two.Européan governments has helped
~the dollar.and (2) "‘Weakness in their.currency does
improve their competitiveness vis%a-vis the U.S.”°

| He repeated Haig’s recollection that the European nations
"were ccmplaining just a few years ago that the dollar was

(MORE)



too week. | "They were unhappy when the dollar was going
down; now they ‘re unhappy that the dollar is going up;"
Fe said Péﬁl Voelker began doing ' “a good job when this
administration came into office.””
Faig seid U.S. interest rates will not be the only
econcm;c roint of contention. Ee listed two others:
Japanese-European trade problems and barriers to U.S.
trade.
'arev;repared act to in concert if the Soviet Unidn invades
Poland. Ee said there has been ;‘extensive planning”” over
the past six months involving members of NATO and other
raticns. He said they have prepared “‘a menu’’ of possible
political, ecomomic and diplomatic actions. **That doesn’t
mean there are any apriori triggering mechanisms,”” he
said. | '

rromrt discussion of Fast-West issues. Eaig says one
objective is ““to dbring our economiq relationship with the
chieté into line with our political and diplomatic
objectives.””_Haig insisted the Europeans do not disagree
with U.S. foreign policy except on two issuves—--the slow pace
tcward an arms control agreement with the Soviet Union and
“‘the tone.of our approaches to the Eaét."

tn adrministration official says ﬁnited‘States is “‘not
going to take a tough line--not going to try to push our
‘allies around on East-West.’’ He adds: *'This isn”t a six-

(MORE)



against-one or a one-against-six paper—-it isn’t the United
States égainst the pack.'; He says it includes “‘an
étensive discussion of general issue of when does
dependence on markets and resources of the East bring you
intb a vulnerable position.””

Eeagan’'s_preparation. Reagan began receiving his bdreifing
materials for this trip about a week ago. Le’s now studying
a 109-page briefing bcok. The book is being revised section-
by-section as aides review it with him orally. An NSC
‘staffer said Reagan’s book was distilled from a whole set
of backround books " “put togethér by the whole
government.”’ Ee says it includes “‘analytical pieces”’ as

well as '‘responses and arguments’’ to be made in

discussion.

(END)
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__Isreel’s_F16s_apd_other_metters.

_Isreel’s bombing of Beirut today forced President Reagan
to deley rlans to 1ift the ban on shipment F16s for Israel.
A statement issued at the State Departhent deplored the

escalaticn ¢f violence across the Lebanon-Israeli border
and enncuced that Hebid was on his way tb‘Jerusalem seeking
a éease—fire. ¥hen pressed on the subject of a shipment of
" six F16s scheduled for ;dday, State Department officials
séid the administration had just discovered that the
shirment was not actually scheduled to take place until

.esday. The six planes are being floﬁn today to Peace Air
_fofce Base in Newv Hampshire from Texas——the first step
tcward shipment to Israel.

The President”s decision to delay the Fi6 shipment.to
Israel was made in a 4@-minute meeting this morning with
his senior foreign poiicy advisers. The grour included
Eaig, Weinbergef.-BuSh,~Meese,-Deaver,-Allen and Murphy.

Tave Gergen confirmed during the White House bdbriefing
that the Israeli btombing of Beirut was & tepic at the
meeting, but refused to say that the shipments were held up
because of the bombing. He claims that it has been known
for some time that the President had until Tueéday'to make

A8 dédision because the planes were not expected to leave
\Pease-until then. (At State, -officials blamed the Pentagon

for not disclosing this information earlier.)

(MORE)
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Prior to the bombing of Beirut, the Presidenf was
prepered today to announée thé shipment of ten Fl6s—-
including the six that‘&ere scheduled to go today and the
_four that were suspended after the bombing of the nuclear
reactor in Iraq. Coming on the day they were planning to
make this announcment, -the Beirut bombing was a major
ermbarassment for the EReagan administratibn.

Surmit. Gergen also confirmed reports that Reagan has
esked the other summit leaders to allow aides to sit
thfough more of their meetings. The current schedule calls
for about eight hours éf'talks without any aides or note-
tékers. Reagan’s request for assistance in these meetings
reinforces the perception that he does not have a strong

:rscnal grasp of foreign policy issués. ‘It was the view
.én'the part of his advisers that it wouvld be better to
allow advisers to sit in on these discussions,’’ says
Gergen.. "The president consurs with that'view." |

Césey. Gergen admits the White House did not supply the
Senate Select_Committée on Intelligence all that it knew
about Casey’s court problems at the time of his hearings.

delayed until next week. "“Further consultation was needed

4

within the government and on the Hill,~ éays Gergen.

the administration in January, Gergen replied: " “Many here
hcpe_he can be prevailed upon to stay. There are many
occesicns when his is a voice the President wants to

(MORE)
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T3ar. Such flattery is exactly what Nofziger'is seeking.

My guess is that he”ll still be around in 1984.

(END)
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West trade policy in deteil for the first time at the
summit. In essence, -the policy is to keep the Soviets from
geiting military-related technology and equipment.

D.8.0fficials are conpérned that the European countries
are selling the Soviets some mateéigl with military
application. *“Technology we believe is important to the

oviet military has gotten through,’” he says. There are
.gohe existing agreements listing certain goods that will

not te sold to the Soviets, but those lists are outdated.
One of the 6bjectives to to negotiate a new list.

*“We’re not asking them to sign on the dotted line. We're
not going to Dde pressing them. ¥We’'re clearly not going to
get all that we.want{ You don“t negotiate there. You just
sort of present your views.’’

In the event of an invasion of Poland, -there is a general
framework for cooperation.
still developing. The first step is an “adequéte" aid
prograrm. = Without that, we have little credibility.”” Two
themes: Maintaining open markets for the underdeveloped
naticns and promotion of private development. ‘A new

(MORE)
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‘arshell plgn won’t work”’ in Carribean. The Reagaﬁ
administration. ® “has not'clésed the door”” 6n global
regotiaticns. Some advocafés have been meking *‘extreme’’
and ' ‘unacceptable’’ demands, including one that the U.S.

triple the size of its aid package.

everyoﬁe from “‘ganging up’’ on the Japanese, the United
States will bring up its own complaints at Ottawa. '“They
protect their industries for a lecng,-long time under an
“infart industfy' theory but they do it for & very long
time,”” he says. **It°s just plain unfair.”” He says
Japen’s pclicies are :eSponsiblewfpr the growing
rrotectionist sentiment in the United States.
Interest_Rates._Ee says a number of U.S. economists
insist that our high interest rates are not the cause of
'écoﬁcmic rroblems in Turope. ' They are just a good
" target,”’ he says. He éontends that the source of their
préblem is cyclical and structural. In the boom years, the
Furopeans duilt in some very expensive social programs.
They begen to~$uhSidize industry to maintain jobs. Their
wage base rose to a high level along with “‘incredibdly
high’’ pensions. Now they are stuck with it. As a result,
*“the glue of the community is beginning to weaken. ’
filled with many notations in the President’s handwriting—-a
sign of how hard he is studying. Deaver insisted the
\_ original books'wére too thick, so the material was

" (MORE)
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(" implified. On every subject, the book includeé three

parts: backround, issues and talking pecints.

(END)
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_Ncfziger says the Hugel incident reflects badly on William
Casey’ s judgement as head of the CIA. Hugel was known to be
incompetent, even before these allegations surfaced. Why
does Reagan hold on to Casey under these circumstances?
*“Ee thinks he owes more to Casey than he does,”” says
Necfziger. He says Casey pulled the Reagan campaign out of
benkruptcy, but did little else. Yet there’s no indication
that Nofziger expects Reagan to wake up to his misplaced
loyalty. Nofziger views the Washington Post story on Eugel
as the handiwork of Hugel ‘s enemies inside the CIA.

The Big_Three._ Nofziger says Big Three, by cutting all
cthers out of their decision-making, are narrowing their
focus too much. (Nofziger, of course, wants to be consulted
about the political ramifications before decisicns are
made.) By telking only to each other they begin to think

axd

alike, he says. ' "They become incestuous.”” As an example
of how the Big Three need outside views, Nofziger says he
has convinced them that the President should do something
special on Labor Day. Ee notes that the AFL-CIO is going to
have a march on Washington on Septemeber 19, and the
President should do something on Labor Day to preempt Lane
Kirkland. ‘‘They never thought about this,”” he says.

Nofziger rejects the view that Baker is cerrying water for

(MORE)
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ush. ~“Baker’s only agenda outside of the president’s is
his ocwn,’’ says Lyn. “‘He’s perscnally ambitious.’” Yet he
does not foresee a day when Baker will edge out Meese.

4

*“Never underestimate Ed Meese,’” says a man who’'s an

expert on that subject.
decision to intervene in the baseball strike until they
read about it in the newspaper. In fact, -Donoven’s move
runs counter to & decision made at the White Eouse to steer
clear of the baseball situation.
popular than the Gallup Poll shows. The results of recent
elections in Mississippi and Ohio do not reflect a backlash
against the President’s program. Instead, he says, the
Republicans in those districts simply " “sat on their
laurels.’’ He repeated his prediction that if the
Republicans come within a dozen votes of a majority in the
HEcuse after the 1982 election, the conservative Democrats
will vote for @ Republican Speaker and switch parties——but
only if they are guarateed no loss of seniority or perks.
Reagan’s standing in the polls, according to Nofziger. He
predicts fewer then 12 votes against her in the Senate.
Eelms will vote for her, he says. Nofziger views the Moral
Ma jority as ~“fascists,’” but notes these people are coming
around on 0“Connor.

Haig._Nofziger describes Faig as '‘‘solid’” once again.

(MORE)
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orget the rumor about Kirkpatrick taking over for him.
**It’s not going to happen,’” he says. Reason for Haig’s
new strength: Any disruption in the foreign policy
heirarchy would only confirm the perception that Reagan is
weak on foreign policy. Nofziger refused tc talk about
Allen, excert to say that he seems to be @ mercurial guy.
George_Bush. No matter how well he behaves in the Reagan
administration, he will never be the presidential nominee

of the Republican party, says Lyn. The party is too

ccnservative and the conservetives contrel the primeries.

(END)





