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FROM: SJF - White House v//

July 23,

1982

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

PGH

RE: Reagan in St. Louis

President Reagan explained Thursday night that he banned

the sale of pipeline parts to the Soviet Union because the
W

Russians are ndtf"up against the wall'' economically.
Yet Reagan was surprisingly conciliatory when asked

O
about France's decision to force the sale of rot¥rs

produced by a French company--Alsthom Atlantique--under

license to General Electric. ''What really they are doing
is going ahead with contracts already signed,'' Reagan
said.

''T have talked with President Mitterrand about this
situation. He said when he came there hé found the
contracts already agreed to and signed by the previous
administration, and they feel legally bound by those.'!
(Deputy Press Secretary Larry Speakes said Reagan was
referring to his meeting with Mitterrand in Paris before
the economic summit in June.)

Reagan noted that he had authorized the Commerce
Department to study what options the U.S. has for enforcing
the sanctions. But he said nothing to indicate that he was
prepared to take any drastic measures.

Reagan also noted that the Europeaﬁ;had agreed to reduce
export credits to the Soviet Union ''so that we, at least,

are not helping finance a potential adversary.''
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Reagan said he wants to halt the pipeline for two
reasons:

o He does not want the European5to become dependent
upon the Soviets because they could be ''blackmailed'' if
the Soviets decided to shut off the gas. He noted the U.S.
had offered to help the Europeans find gas elsewhere, in
the North Sea, Norway and the Netherlands.

o0 The pipeline will provide the Soviets with between
1QfaHQf1€§billion dollars a year in !''eold, hard cash.!'!
Reagan added:

''"The Soviet Union has poured so much money into its
great military might that we are now trying to get reduced
that they are up against the wall. They do not have cash
for those purposes the way they did.'’

Nowhere in his remarks on this subject did Reagan
mention Poland.

A Commerce Department spokesman said there are three
potential remedies the U.S. can use against companies that
violate the President's sanctions: (1) Put them on the
''denial list'' of firms that cannot buy U.S.Agoods, (2)
»impose civil penalties or fines up to $10,000 for each
violation, and (3) press criminal charges that could cost
the violaﬂ?% as much as 1 million dollars or an amount
totaling the value of the violation. Fees could be

collected by seizing any property owned by the violator in

the United States.
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But Commerce Department officials say there is no
precedent for trying to impose such penalties on foreign
subsidiaries. A spokesman said the Court of International
Justice at The Hague would be the forum for pressing
charges against foreign governments and companies that
violate the President's sanctions.

Economy. Reagan, speaking in a television interview in
St. Louis, also cautioned against expecting an economic
recovery anytime soon. He repeated his previous assertion
that the recession has !''bottomed out'! and noted there
have been some promising signs this week--a drop in the
discount rate and a small rise in GNP, but he quickly
added: ''I am not going to jump up and down and say that
there is going to be a boom just around the corner. It
won't get cured that way.''

Weidenbaum's resignation. Murray Weidenbaum's

resignation underscores the administration's frustrations
with the economy. Although Weidenbaum has never been
publigy critical of Reagan's economic program, he was known
to be increasingly frustrated with his lack of influence.

On Wednesday, Weidenbaum told Ganngé?%ews Service that
he had submitted two optional economic projections for the
midyear economic review, but the White House rejected both
of them as too pessimistic. Instead, the administration

will put out figures next week based on the economic

assumptions in the 1983 compromise budget report. According
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to Ganneég Weidenbaum's biggest complaint was that the
administration is going to underestimate the 1983 deficit.
The midyear report will project a deficit of about 115
billion dollars; Weidenbaum thinks 1355tof1”5§billion
dollars would be more realistic.

Coming in the wake of the Haig resignation, Weidenbaum's
departure adds to the appearance of disarray. But in truth,
Weidenbaum was not a valued advisyr of the President.
Treasury Secretary Donald Regan and Budget Director David
Stockman have had much more influence on economic policy in
the Reagan administration than Weidenbaum.

Deputy Press Secretary Larry Speakes insisted that
Weidenbaum resigned only because he wanted to go back to
teaching. As evidence, Speakes noted that Weidenbaum
submitted his resignation around July 12 or 13--prior to
the controversy over the economic forecasts.

Weidenbaum's resignation letter to the Pfesident said in
parti ''T believe that it is becoming clear that your
economic recovery program is succeeding in shifting the
balance of power from the federal government to the federal
sector. From the outset, we have said that yours is a long-
term program, unlike the quick fixes of the past. The
substantial reduction in inflation is heartening evidence
of the progress that has been made. Yet the overall
condition of the economy underscores both the difficulty of

carrying out fundamental changes as well as the continuing
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need to move ahead on each of the four key aspects of
economic policy in order to achieve your basic goal of
restoring the economic strength of our country.[?)j

The four points that Weidenbaum referred to are: 1.
Cutting taxes, 2. Slowing the growth of government
.spending, 3. Reforming the regulatory system, and 4.
Moderating the growth of the money supply.

(END - AR)




Tool Report —— July 23, 1982 —— Returning from St. Louis

President RNeagan talked briefly with reporters.

0n the deuth of Td Meese's son, he said: That has all of us very
saddened. It's just a terrible tragedy. They wére a very close

fumily." He noted that he would +talk to Meese personally about
it back at the Yhite MNouse.

On Weidenbaum, he said: "I goofed in = mentioning it. That was for
him to announce. Muiny ¥X people came with us with the understanding

that they couldn't stay." He explained that he snilldd the beans

in a chatg with his interviewer, who was a skut a graduate of X€X ‘(

X¥#¥Y Washington University of St. Louise und a friend of Weidenbaum.
Any policy disagreements? "Oh, no, no.X This was lile when
Marty Anderson went back to Stanford —- they had a limit on how
long they could stuy away. " Askdd about a successor, he replied
that he would "start thinking wbout that right away."

On the Middle Tast, X he suid there was nothing fhxt on which
he could ®m comment.

Asked if he intended to go to court to enforce his sanctions
on the »nipeline parts, he said "I'm going to wait for the report on
the entire situation." He said he was trying to lower the level
of rhetoric- on the issue. "There are plenty of people that.are
trying to step the level of rhetoric up." He then gquoted Helmut
Schmidt as saying that the HE dispute is "w1l in the family? The
Oresident has no plans to see Schmidt, who is currently in the
country.

Reugun said he was sorry he could not go to the Bohemian Grove.
"I can't go now, It would cause too much disruption. It's a real
nice wholesome gathering." He said some of the public stories about
what goes on.there are not accurate. He called it "the Grove."

He declined to comment on the mid-year economic review.
He said he's still holding meetings on it,

(more)




XEEXOR R O o ii0o 00 Q8 B0 X R KR X R Ko X R X PR XXX
Deputy Press Secretury Lurry Speakes siid President Reagan

will meet with Bd Meese at the White House luter today to offer

his personal condolances over the deuth of the Meese's xmmx son, Scott.
kMeese was expected to return to ‘the “hite House shortly after the

President. Meese wus in Sun Francisco when he learned of his son's

death. The President was informed at 8:30 a.m. by Mike Deaver, who

was notified by kxisfsns telenhone about 2 or 3 a.m.

"NancyAand I are shocked and deeply saddened,”" suid a statement
issued on thePresident's behalf. Cur hearts go out to Td und\g;;gg;é:
who with their fumily are close and deuar friends of ours.”

CPI. The Consumer Price Index rose 1.0 percent in June, which
Sneakes noted is a 13.3 per cent annuual uveruge. MHe atiributed it to
an increase in energy prices of 62 percent and gas prices of 87 percento
"That is largely responsible for the increase in Imfix the inflation rate."
But he predicted that a worldwide decrease in energy prices would soon
be reflected in the CPI. "VWhat we look at is not the month to month
changes,"™ he added. le noted that the Xmix inflation rate in the 12
months prior to Reuagan's inuwuguration was 11.7 percent. For the
last 12 months, it was T.l percent.

Tax Bill. The Presidnet talked last night about 8: 30 p.m.
with Ken Duberstein —— krxkx just after the first Ekey Senate vote
on the tax bill. Liarry said Reuagun helped to xxXr win it by
meeting with ¥xxx five & senators on Thursday und c.lling others.

"The gm »resident's involvement was helpful in turning around
three key ¥ votes." X He sauid these three votes cumz froéom '"people
he talked to or w=xs people aware of his desires on this."
He also praised Senators Bulker undDole for their roles in lobbying.
"Nobody likes to raise taxes"%8x swid Larry. He suid 75 percent
of the bill =Xmx® :leals with"loopholes, comprynce and base-broadening."
"With the size of the deficits we ure fuced with, we think that this
is a good action." He said he hopes the House will pass a bill before
the August recess.

Weidenbaum. Larry said he never expressed discontent, even last week
when he had stockm2n und Regen met with thePresident on the mid-year review.

"le did not voice any objections." He said there are "several candidates"
to replace Weidenbuum.(more)




2nd add pool report

The president will have lunch in the residence after he
returns to the “hite MWouse, and then go to Camp David uboﬁt 3 p.m.

Ef Iuture Travel., Speakes predicts one trip every 10 days or so
fEx up until the eléction. Reagan will go to ZFEHEXNXX¥EX Connecticut,
Iowa and Chicago alli in one trip prior to going to (wlifornia.

He ﬁill speitk to the corn growers, the fipefighters and tle
Iknights of Columbus. On his way to California, he will make a
skx campaign stop in “Wyoming. On the wuay back, there will be
a campeign stop in Utah.

NOTE: Travel plans are OFF THY RECORD. _

Sara Fritz —- U.S. News & World Report

Tarl Lyne —— Newsday
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James Watt’s: unfortunate"‘letter to the Israeli

ambassador underscores what 1 have long-viewed as Ronald

Reagan s Achilles heel-—his reluctance to discipline“peoplei

-whoivork-for him.

;Rrequently*over the'past 18 months, Reagan has been B

embarassed by the actions of cabinet members and Uhite

House ‘staff. Yet he has been slow to reprimand*them;*“” ‘

Max Hugel is the only Reagan administration official who
‘got the axe quickly, and that was done primarily to protect ;
Reagan s old friend William Casey, -whose integrity also oo
was being questioned at the time. Although Al” Haig and Dick

Allen were forced toeresign. the President failed to act =

until they’ had cauSed_him considerable embarassment

Others such as CaseﬁfTRay Donovan, Robert Nimmo, Hilliam L

French Smith—-and nov Watt--have embarassed the ?resident
withw impunity. Even David- Stockman, ‘the: only aide taken
to the woodshed by Reagan, has survived.

“Reagan”’s closest aides have often pleaded with him to
take action against advisers who embarass him. Jim Baker Y
argued for the ouster of Donovan. Others aides suggested avd'
full fledged housecleaning after the Haig departure. Lyn '
Nofziger advised the President’ he should fire someone as:agjai'

warning to others in the administration to behave.;;?

‘Not only has he*rejected thei; advice, the President




apparently has decreed thatfeveryone L5 job is

through the November-odAM'h”

thhough many top white House aides are hoping‘for a full- i
scale shakeup after the election, Baker questions whether~

Reagan can- bring himself to deal with personnel problems-

many of the good people such as Baker -and Bichard Darman‘w

and Craig Fuller will leave the administration in disgust

The veaker aides vill ‘then be left to run the Show. fo“';“
Reagan S inability to deal with these matters is not ;

surprising. As one'Uhite House aide ‘notes,- most-politicans

_lack the ability to- handle touchy personnel matters.- i

Politicans want to be liked by everyone. Beagan s problem

is compounded by his fierce loyalty to long-time friends

and supporters. ‘He was an outsider for S0 long that s a

hard for him to deal harshly with the people who helped him

hefore he was’ the President of the’ United States. e

" (END)
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{*>Reagan foreing policy shifting towarl more nationalistic
anproach to world issues.

{*>Main emphasis now on sjueezing Soviets economically to
force change in system ani it“s up to allies to come along.
{#*>Russia is in critical financial straints, havingz trouble
seeling gold and weapons and after four straight crop

"ailure in desverate neel of biz grain ismports to avoid

ik,

i

n
<t
{u
==
=
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tion.
{¥*>Leadership paralysis in Moscow.
£

‘>U..3. position in world better today than at any time
%]

1. Heagan fereign poelicy: There has besn a decided shift in

recent months toward a more nationalistic approach to world

L

ffairs, an approach that looks at issu=s in terms

essentilly of American national interests.

e

State Department pushed for an approach that zave priority
to a placating allies on the grounds that alliance unity

was paramnount. No more. The President’s Jurne 18th pipeline

i

cision is symtomatic of the new approach. (See (2)

p

(MORE
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below), where Reagan deciied to go with a policy that he
deemed right even if 1t was opposSed by allies. Boycotting
the law of the sea agreement, shelving comprehansive gest

ban negotiations, reopening the threshola and peaceful uses

e

nuclear test agreements to achieve tougher verification—-
these are other examples of the more nationalistic
approach. AlLl of these actions are calculated %o serve

“merican national interests =ven thousgh they may alienats
24 y

allies and others.
This new approach reflescts keagan”’s greater interest and

involvement in foreign policy. During his first year he was

=

-t

disinterested. He began geifting interested with the Polish

shite House

(&0

cracitdown last December. Clark’ s arrival at th
was not the critical development in the shift but it helped
because the two are very close and Reagan’s interest was
encouraged and he had a better vehicle to reflect his

viewse.

bl

2. Pipeline: The June 1R decision was t3aien deliberately in

the full znowledge that ther=s wouldi be 3 sirong allied
>

reaction. But the president iecided that thzs tine had cone

£

to lance the boil of alliance difficulties. Obviously the
sllies are unhappy (Pipes came to lunch from a long meeting
with the CGerman minister lecturing him on the pipeline
issue). But it was decided that the pipo=line decision was
the way to clear the air with the allies. There already are
signs that the alliei front is breaking down (Holland is
not joining in defying ths sanctions ani Belgium probably

(MORE)




won’'t while others, including the key French company
involved, are having a lot of reservations about the
potential cost of going taorough with theilr defiance-—for
instance, the lose of future cooperation with ZE. Pipes
said that the assumption is that after six months the
situation will settle down and the allisnce will be
stronger than ever. 4Yhile we can’t stop it, our objective
i5 to delay the pipeline and increase the cost to Hussia
and we are achieving that. ;;
What orompted Reagan to act in midJune? One facltor was
that he had waraned that if there was no improvament in

Poland he would tighten the sgjueeze ani there had not

=3
D

ally been improvem=nt. Bul Pipes says that the reason
thing that triggered it was that Feagan was angered by
comments by Mitteranl ard Schmidt after Versailles that the
agreement on limiting credits there was meanpingless. fven
if the agreement was symbolic and not vesry effective,
Reagan found it offensive to have the &2rman and French
leaders debunx it that way. He’s very stubborn in the sense
that he has strong feelings about the way America is
treated-—-a Midwesterners” kind of pride of nation--and that
was offendei. He might have been willinz t0 accept the
credit agreement as evidence of ftougher action azainst
Poland but when Schmidt ani Mitterand said it was
nmeangingless Reagan decided to turn the screws tighter on

{2

o

e pipeline to demonsiratz tThat he meant what he s3aid when
he warned the Russians of tougher sancvions if there was no

(M0

2)

0
=3



improvement in Poland. If not tighter credits than tougher
pipeline sanctions. Pipes is confidence that the allies
will in the end come along with the U.5. on a policy that
in one way or another does put more economic pressure on
Russia. They might tighten up on government cr=dits te
Russia in exchange for Reagan concessions on the pipeline.
3. Soviet policy: The administration’s policy toward Russia
stems from a conviction that the Soviet Union is in deep,
.deep economic and financial trouble. By saueezing wherever
we can, the aim is to forcs the Soviets to carry out
reforms of the system which would make the system‘more
efficient by making it freer. Also this would force Russia
to divert resources away from the military. It won”t happen
overnight but Pipes is confijent that ws will see results
over two years. The emphasis in US policy towasrd Russia

-

Bussia’s

-

has shifted from military to econcmic--sxploiting
sconomnic weakness to bring change.
The Soviet financial bind, he says, is terrifc. They va

just had their fourth crop failure in a row. In the past

eu

u

wu

sia might have three failures and thsn a bumper crop.
The result of the fourth failure is that Moscow must import
on & vast scale——~he mentioned an outside figure of 59
million tons. Already they are rationing bread and meat. If
they weren’t importing on a large scale, peopls literally
would ve starving. The bigz problem for the Soviets now is
how to pay for the grain imports. They are in a terrible
bind for foreign exchange. That 1s evident in reports we

(MOERE)



are getting from around tas world of Soviet notification to
companies and banks of delay in vayments, DosStponment on
accepting deliveries, canceiltation of orders. Frivate

redits to Eastern Europe havs drieoc up and for the first

a

tiem Kussie is running into trouble raising loans in
Western banks. Even such small credits as 190 million
dollars poss troubles, forcing them to orzanize consortia
and such whereas in the past ¥estern banxkxs snapped up the
loan reguests.

Sell go0ld? They’re hedged in there by the week zold

¥l

market. If they sell more thap 19 tons in a weak—-29Y0

=

(%3]

million dollars~~it severely depresses the market. Wapons’

4y
)

sales? Also difficult sinces many of the Third Worid buyers
were financing purchases with 0il earnings. Now OPEC is in
trouble. Libya, for instance, told the Russians it would
pay for weapons with 0il but the Russians don’t want it
because there”s no market for the o1l at a reasonable
price.

4, Wheat sales to Russia: If Russia in such a fix, why sell
grain? Pipes privately says that he strongly opposed
lifting the embargo and favors an embargo. Technically he
savs he can--and did it with his German visitor—-—make 3
technical case that grain sales differes fundanentally from
the pipeline. The pipeline earns foreign exchaange for
Russias; US grain salzss costs Russia foresizgn exchange. Rut
still he concedes that the symnbolism of the grain sales is

wrong. One argument in its favor, he says, is that if

(MORE)



Russia is inporting grain there will not be ths2
gagricultural reforms that would enable them tto feed their
people. (I wasn“t clsar how these jibeld with his earlier
assertion that our objective is to forces Hussia to reforn
its system.)

5. Soviet leadership paralysis: Pipes says that it is
impossible to zet any business done with Hussia today
because no one really is running the show. It“s as though
both Reagzan and Shultz were gone. No decisions & taken.
There is a kind of paralysis. They are unable or unwilling
to make decisions, to change, even to exploit
opportunitiss. Their representatives sianply come in and set

out the standard arguments and that’s that, no flexibility,

B

mn

no give-anmid-take at all. The arms talks at Gensva are
going no where at all; just a constant reptition of the
arzuments. This also explains in larzge part why the

Pussians have been dealt out of the Miille East--they Jjust
are unable to make a declsion 1o change anything, to take
vigorous action. Alsc deeply worrying for Soviet leadership--
especialiy the military—-is the humiliating defeat of three
major weavons”® systems—-MIZ, SAMs, tanks by Amsrican
equipment. That cliearly had had profound effect and must
make them wonder about the effectiveness of their weapons

in a war with the US if they 1id so baily in Lebanon.

S

€. US foreign policy: Pipes maintains that US is better off
in the world today than it s been since the 1989s. Ee

paints this picture: Russia 1is in deep sccnomic trouble.

-

(40RE)
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Qur arms vrogram is in place. Israel”s victory in Lebanon
has transformed the correlation of forces in the Mideast So
that,'whatever the shorterm problems, the U3 will benefit.
Hussia has been dealt out of the Mideast. Ye are close %o
resolving the longstanding WNamibia problem. China is &
problem but we’re getting that sorted out (see below).
True, we have'tﬂe problem with our alliss over tThe pipeline

but he is confident that this is temporary and will be

resolved in way that will be a plus for 0.S.

-
o

7e China: Plipes 1s critical of &

(6)}

orizginal Reagan approach
to China and Taiwan, beli=sves that it is important to
strengthaen cooperation with Peking. Contrary to White nHouse

hinls that Reagan would come out more openly in support of

Taiwan, Pipes says that it is his understanding that an
9 s =

(i3

3

agreement is almost set that will satisfy P=king and open
the way for improved relations. Interestingly =snough, Pipes
said that he has not been involved in deliberations on

China policy even though 1t obviously 1is an importans
element in 2 policy of touzhness with Russia. I'he Russians
have been trying to e2xploit the uncertainties in ¥Washinglton-—

Peking relations by gettinz into technical negotiations

with Peking. China has gone along 1n order to strengthen

jto

w

its barzain

g

ng position. Pipas indicatel that he i
concerned that our policy should not strengthen the hands
of the pro-Soviet faction that is maneuvering to cut down
Deng.

8. NSC under Clark: fe and Clark are vary much on the samne

(MORE)
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2ical wavelength. The whole operation

transformed. Under Allen, the only cablss N3C saw were

(V5

ol
o

those goins ovcverseas with President’s siznature. Now
sees all important outgoing cables and ~‘if I disagree with
a State Departmnent cable I maks it known ani it’s
charged.”” In short., he inplied, N3C is calling the
ultimate tune. Alsc under A4llen no NSC staffer saw Reagan.
Now Pipes says Clarx Takes hin in to talk to Reagan and his
memos g0 to Heagan over his own signaturs. 0llark at N3C

meetings does not take a position--for instance on the plpe--

but acts as a traffic cop for the various d=partment

O
P

representatives. Howa2ver, he 15 very o0s2 to the president

nflue Heagan. Will

views :

i
n
=
o
0

w

there 1s no doubt that hi

a ar

b

Shultz challenge the new appreoach ©to Russ 1 allies? He

o |

doesn’t think so, Shultz is 3 conciliator and will work to

Q

accommodate. I

&

e 1s likely to mnake major changes at State to

i

-~

renlace Hailg es (Veliotis, Burt, .Eagleburger,

2
L)
'Ci
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ot
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w

Wolfowitz).
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Generally, we - 7 i ;;_ff'
expect it to be a- friendly meeting indicating a warming of

relatia“ships...without any significant imnediate ;*Ff”*ﬁ~‘

outcome.

Sims _.‘ims that Reagan established a degree of rapportﬁw‘

vith Gandhi iniCancunflast October and:followei it up with:

an ezchange 0P cordialvletters ,soverwihe past several




point of view of, watch out fo
them and don’t buy their weapon
discuss the coprodnction of Ame

aircraft in India.

Times, Sims says that although the fiscal 783 budget _
resolution provides for 23 billion in defense cuts for "84
and 85,-Reagan in all likelihood will attempt to restore

those cuts. He never -agreed to cuts for ’34-385;-helonly

agreed to accept>the 7 blllionrin:puts for 'éé?TEE;égﬁ'is
committed tO'the.deficit targetelfnr '34-’85-conieined in.
the budget resolution.-but how we get. [to those tarvets]
is another natter.-ﬁe has not agreed to any defense cuts in
‘84 and ‘85...Right now, ‘he’s not fooling around with
defense.”” Score-enother point:tor'Cap ¥einberger.-Sims
says,lhcwever,-tnet it was Secretary of State Shultz who
swayed Reagen tqngo along witnibeinbergen's effont'to_
restore theuqute;~snnl;zvarguedﬁthet going alongin;th the
military cute wonlifeend tnelnnnné=$ional to'thelénniets.-
Grain. dgal. Sims predicts Beagan will reject the advice of
his political advisers and go along with the reconmendation
of Bill Clark and Ueinberger-t04extend for~one year the
Soviet grain agreement in its~éresent form, -without
increasing the'minimum purchaeeeneﬁuirenentr Reagan '
doesn ; P bend easily on these matters of principle, ‘ .says

Sims. As of this morning Reagan still had not signed 0ff on

the decision and h° will not'announce his position at
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farmers
agreement, because the Soviets will undoubtedly purchase
much more than the minimum, anyway._Th° current agreement,~
wvhich took effect last year, provides for a minimum of &
million to 8 million tons but Moscow. purchased 16 million
tons in 1981.
action to enforce Heagan S sanctions? T don t think
anybody senses»an urgent need-for:action,m =saysvSims.—
Legally, you might say that infringement :0f - the
[sanctions] vould not occur until delivery of the French-
made rotors in 1983.~Reagan 1s sympathetic to the domestic
volitical problems of ine'western European governments, -
says Sims,~and he ““doesn’t want to reSpond heatedly”” to
their- open defiance of the U.5. sanctions.> :

Middlg East. Special envoy Habid does not believe the -
Israelis vill enforce the ‘‘deadline’ set by Prime i
Minister Begin for-the-PLO to-be evacuated from Beirut.nThe-
deadline announced by Begin is Friday- of this week. -Instead
of an Israeli ground assault on West Beirut, -Sims thinks it
more likely that Israel s new: military tactic of ‘static
offense”” will be employed (as it was in Tuesday s air.
assoult on‘residential~neiohborhoods of;west;Beirut) to
strike at Palestinian strongholds.p» flgtiirﬂ:_ '

Reagan s decision to suspend shipments of cluster bombs

‘”(MORE)
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the financial markets thanﬁwill heﬁWhite‘Bouse(economic

forecast The mid-year*economic*reviéw, which'will be

released'?riﬁay afternoon, projeots a 115-billion deficit

in783," conmared to 140 "billion’ o}lBﬂ blllion}"in the B0

forecast”“”

"“*Tax‘hilIT”The'Uhite House 1s*getting<é

‘Bepresentative Jack Kemp 'S driv ﬁ”kiil the: axAbill in

reﬁocrats strategy of standing 51de“and

this" tax hill




STORY: CERGEN =~ .. .

Reagan, incidentally, is

nown as the 1argest

fact that the tax bill has become_'
reacetime tax increase in history.rThe Social Security tax

increases for 1983-‘85 amount to 11;nbillion, compared to
the '68.6 ‘tillion tax dill now" before Congress. Eut Gergen ik
concedes that the Social Security_hikes were contained in
more than one bill. =

tanksin- the nextifew: weeks to try to break the

*“psychology’”~of" high interest- rates. The President firmly

inflation psychology and he seems ' to ‘think he can-talk the
bankerSﬁoutrof'that“psychology.fThefﬂhite'House is
encouraged“that'a”number'of'banke lowered"their'rates today
despitE“the”Treasury”Department‘s7announcement'yesterday of
rlans to”borrbw'16@*billibn“in”the*last”half“of'the'year.
rra*t registration. To* encourage compliance ‘with~the: law,
Reagar is seeking a- forum “from which" tO‘reassure 18-year-
old" men'that he‘has*nO“intention:of”;einstituting the
drafte.: Gergen says there was - R a4rijnieiof“surprise”' i

the’ Vhite*House‘vhen“the 1atest-numbers showed a'decline in

registration. -

AR R P T

implement “his "New Federalism plan,cbut'Gergen admits that
the"President“(aidng*WithfﬁiChjﬁiiiiamson) is-virtually the
cnly*person”in“tne"White'Housé*ﬁho“stiil*cares"about“it.

i & lot of the sex appeal has" heen ost on the [white

”(MORE)




STCRY: GERGEN

nouse] staff," says*Gergen, in the‘understatement&

weeks Nor “does ‘the" iaea have much anﬁeal outsiﬂe the White e

House. "~ ~It’s just moving ‘boxes to a‘lot of people;” ”4ff5w“

Feagan promised "in” Baltimore earlier this month thatahe
would send the 1egislation ‘to Congress by the" first of
August” but that deadline-will notbe met Gergen savs.-i
Congressional relations. Is Reagan growlng frustrated with
Congress? No, 'says’ Gergen, ‘he just*believes that the onlv
way you -can make- any'progress 15 to keep the heat on the
liberalkbemocratic leadership. That is ‘why Reagan ff'e
responded~harshly-in~ the‘press conference tothe” Democrats
criticism of his- support,for the-balanced ‘budget” amendment;
Beagan“f‘gets‘alvng*exceptiﬁnally“well“with“the‘Bepubiican
leadershivn, "ergen claims. ““He-hasn“t lost a big one

yet;fffi

by Soos

-—— e e e e e e B G S e

reporterSTaTter he was*the source of a story listing what
states® Reagan'would‘campaign in this fall The travel =
schedile“had not even*been finalized ‘”‘And more
1mnortant1y. it s far too early to bE’tEIEgraphing Ourj{jy“ ,

strategy, ‘Gergen adds.;il:




July 30, 1982
FROM: SJF - White House
TQ9: MLS, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, §3%, RAK, PA, DLB,
PGH
RE: The following items come from a background interview with White

House Chief of Staff James Baker!

o The midyear cconomic review was delayed by the
dispute within the administration over defense spending in
1984 and 1985.

o The administration will not tackle the 1984 budget
until after the election because next year's cuts will be
even more controversiél than those of 1983.

o The GOP will do better than expected in November.
Why? ''Because we got a lot of money--that tends to even
things out.'!

o Nobody at the White House has scolded Interior
Secretary James Watt for his ''unfortunate'' letter to the

Israeli Kmbassador. s T

recently had political consultant Stewart

e ——— et e

Spencer[?] review the White House political operation.
pencer's conclusion: Ed Rollins is doing a good job w

ceeps his—mouth shut.

o "A list of possible replacements for Murray Weidenbaum

includes at least two women--Marina Whitman[?] and

Kathaleen Icoff[?].

(Esgpomic Review. Defense Secretary Caspar Weinberger
delayed the midyear economic review by refusing to accept

the so-called ''consensus'' numbers for defense spending in
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1984 and 1985;( As a former OMB director, Weinberger knew
he'd get'stuck with those figures later this year if he
accepted them now. Weinberger lost his appeal, but Ronald
Reagan went halé:}ay by declaring that he would not be
bound by the figures. Baker thinks this strategy backfired
because it incensed ﬁembers‘of Congress. Baker adds,
''There is a question how long you can preserve the
coalition in Congress for defense spending.''

Baker acknowledges that he thinks the recovery will be
weak, although'he says an anticipated drop in the prime
rate to 15 percent next week may help out. He notes that
the prime rate has never dropped below 15.5 since Ronald
Reagan took office. He also claié§} the administration
still has ''a shot'' at a sustained recovery beyond early
1983.

The administration's ''No. 1 problem'' is the high
deficits. ''We haven't done what we could have to bring
them down,'' he says. It's ng{ secret that Baker would have
preferred bigger cuts in defense spending in fiscal 1983.

lElection strategy. Beyond spending more money than the

Democrats, the Republicans will attempt to downplay the
economic issues in the November election by focusing on
signs of hope in the economy--like the new drop in the
prime rate. ''The fundamental issue is gﬁ; we stay on
course or do we return to the failed programs of the

past,'' Baker said, explaining the line that Republicans
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are expécted to use in the election campaign. He contends
that 55 po 60 percent of the people still think Reagan
needs more timeAto stimulate the economy.

Rollins was not muzzled, according to Baker. He was
simply told noﬁ to discuss GOP strategy and tactics. He was
told: ''Turn on your brain before you turn on your mouth.''

ngggl Watt apologized to the Jewish leaders voluntarily,
according to Baker. It's obvious that Watt still has the
President's support, even if others would like to muzzle
him. ''The President views that.he's more positive than
negative,'' said Baker. ''He represents a specific core

constituency."'!

(SEﬁ_chairman. Also on the 1list of possible replacements
for Weidenbaum is Alden Greenspan[?], Martin Feldstein[?]
and ''someone named Solomon.'' Baker wants a ''fairly high-
powered person[''] as the new CEA chairman. He doubts that
Greenspan would accept it, if asked. Even though Baker
mention%?the names of two women candidates, it is doubtful
that either of them would be chosen. The White House has a
habit of mentioning women's names in these circumstances in
order to make it appear as if women are getting more
appointments than they tr&%}y are.

(Effin° Reagan's decision on the grain embargo got hung up
on the ''nonissue'' of higher minimum sales to the Soviet
Union. Agriculture Secretary John Block wanted to state

higher minimums for ''cosmetic,'' political reasons.
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; THE
Although Reagan refused to set higher minimums é;rg:;in

sales to.the Soviets, he authorized Secretary Block to
forecast highef grain sales. Reagan ruled against the
higher minimums because he feared this would provoke our
European allies at a sensitive period.

(END FILE)



July 30, 1982

FROM: RAK - White House
v

T0: MLS, JF, BFP, LJL, SXM, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA,

DLB, PGH

RE: Grain embargo

As expected, President Reagan today proposed a one-year
extension of the Soviet-American grain deal, with no
increase in the minimum-purchase requirement or any other
changes in the terms of the existing agreement. The
decision was announced by Agriculture Secretary Block and
Treasury Secretary Regan at the White House.

Citing the situation in Poland, Reagan ruled out
negotiations on a new long-term agreement. ''The Soviets
should not be afforded the additional security of a new
long-term grain agreement as long as repression continues
in Poland,'' Reagan said in a statement.

But he signaled in the statement that the Soviets would
be entitled to purchase as much U.S. grain as they want
under the one-year deal.

If the Soviets accept Reagan's proposed deal, they would
be obligated to purchase a minimum of 6 million metric tons
of wheat and corn in approximately equal propoftions. They
could purchase up to 2 million metric ton;j more grain
without consultation with the U.S. Purchases above a
million tons would require consultations.

According to a White House fact sheet, the U.S. has
of fered the Russians 23 million tons of grain in fiscal

1982. To date, they have purchased only 13.9 million tons.
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The U.S. now supplies 30'percent of Soviet grain imports,
compared to 70_percent before the embargo.

The White House has advised the European allies of the
decision, but Secretary Regan claimed it is too early to
gauge their response. .

Reagan's decision is a vidtory for national-security
adviser Clark and Defense Secretary Weinberger, who urged a
simple extension without increasing the minimum-purchase
requirement. Block and other domestic advisers urged Reagan
to hike the minimum in order to please U.S. farmers.

Excerpts from the President's statement:

''"In the spring of 1981, I lifted the U.S. grain embarg%’
imposed by the previous administration, because it was not
having the desired effect of seriously penalizing the
U.S.S.R. for its brutal invasion and occupation of
Afghanistan . . . . I vowed at that time not to impose a
grain embargo unilaterally unless it was part of a general
cutoff of trade between the U.S. and the Soviet Union.

''T renew that pledge to American farmers today.
American farmers can be assured that they will continue to
have a fair opportunity to export grain to the U.S.S.R. on
a cash basis. Other suppliers, who sometimes criticize our
grain sales, also supply grain to the Soviet Union. Grain
sales have little impact on Soviet military and industrial
capabilities. They absorb hard-currency earnings, and feed

the people of the Soviet Union who are suffering most from
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the disastrous economic policies of the Soviet
government.''

(END FILE - ERJ)
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White. House travel.ir_

controversial $165 (474 slush fund for press févéi?'
John Rogers, director of the Uhite House office of

administration, told the board of the White House -

Correspondents Association.on Uednesday tha*

be paid on the basis of trave osts’ paid: for Jimmy

carter’ s 198@ trip to Italy

About $149 GZZ of the slush fund comes” from overcharging

on that trip. according to Rogers._Thus every news agency
can expect a check amounting to about 20 percent of what
they paid for that trip. The remaining $25 QZE will be used
as an operating fund by the travel office in making

arrangements for press travel.

ROgers also has decreed that thefwhite House travel

office wiil use’ proper accounting procedures in handling

the money f-Bills vill be ‘itemized in the ..:“.t‘iﬁ-'e-','-

According'to Rogers, Manning‘built~up hisrslush ‘fund by

overcharging us slightlyw._ﬁ_ost'trips."Since he often

'billed us before he received* kS bills, he usually added a

1ittle cushion to his estimate toAbe saf'. ‘Manning did not

~keep good books either. Bu” :ogers insists there is no
evidence of hanky—pankyfﬂ i A_'” v
Jim Baker also has decree that spouses and dependents of

of Vhite House staff must p:

S

a rebate will o
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~doifar to ridE'oﬁxige‘ﬁress cﬁ;£tér:‘ﬁntil nbw,.dependents
have been chargedvéivéry low flat rate (Example: $208.20
for spouses and $75;GZ for children for a round trip from
Washington to California). Thiévwas done on the idea that
dependents were only filling up empty seats and thus saving
the news organizations money.

The new policy has Larr& Speakes and other White House
staffers upset. But it will probably save us some money.
Mannings”s successor, Billy Dale, says he’s often forced to
rent a bigger plané-to accomodate'dependents. Thus they end
up costing us money instead of saving it.

Still undecided is how to charge for traveling dependen{s
of reporters. The White House haé'asked the White House
-Correspondents Association to make a recommendation. The

issue is proving highly controversial.

(END)
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