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July 23, 1982 

FROM: SJF - White House 
. ./ 

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

PGH 

RE: Reagan in St. Louis 

Presid ent Reagan explained Thur s day ni ght that he banned 

the sale of pipeline pa rts to the Soviet Union because the 
IJJ 

Russians are ni?' ''up against the wall'' economically. 

Yet Reagan was surprisingly conciliatory when asked 
0 

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. 

''I have talked with President Mitterrand about this 

situation. He said when he came there he 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 Europea§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 

reasqns: 

o He does not want the Europea~to 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. 

o The pipeline will provide the Soviets with between 

10jandj1~billion dollars a year in ''cold, 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. goods, (2) 

impose civil penalties or fines up to $10,000 for each 

violation, and (3) press criminal charges that could cost 
0 

the violat'(r as much as 1 million dollars or an amount 

totaling the value of the vioiation. 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 d~op 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 
L 

publi<J.l critical of Reagan's economic program, he was known 

to be increasingly frustrated with his lack of influence. 

On Wednesday, Weidenbaum told GannJ1News 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 Gannet, 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 135)tof 145ybillion 

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 advis¥r 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 President said in 
• 

part~ ''I 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>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) 



P oo 1 Repo~.!:._-.::_':!u ly_ 2b_! 98'2 _.::.::._ H.~turning fro m St !_.!:_o.'!:!.!~ 

President neaga n t a lked briefly with reporters. 

On the de u. th of Ed Meese's son, he said: That has all of us very 
so.ddened. It's ,just a. terrible tragedy. They w~re u. very close 

fu.mily." He noted that he would. tall; to Meese personally about 

it back at the '·'11ite House. 

On Weidenbaum, he s a id: "I goofed in M mentioning it. That wa s for 

him to announce. M .. my ".l6X people co.me with us with the underst;;i.nrlin n; 

}>h<1t they coultln't sta y." He exr luined that he snilldd the ben.ns 

in u. chat~ with his interviewer, who was a x:bnl a grarlu ci. te of ft.'C. j 
X.IDIT Washington University of St. Louise u.nd a friend of Weirlenba um • • ¥ 

.Any policy disilgreements? "Oh, no, no.X This wa s lile when 

Murty Anderson went back to Sta nford -- they had o. limit on how 

long they could stay a way. " AsIHld about. a successor, he rep lied 

that hP. would "start thinldng about tha t right away." 

On the Middle East, X he s u id there was nothing ~k~* on which 

he could xm comment. 

Asked if he intended to go to court to enforce his sanctions 

on the. ~ipeline parts, he s a id ''I'm going to wa it for the report on 

th<> entire situation.~said hP. was trying to lower thP. level 

of rhetoric· on the i s sue. "There are ple~ty of people tha t .are 

trying to sten the level of rhetoric up." He then quoted Helmut 

Schmi<it as saying that the ill dispute is " ·• 11 in the family'~ The 

Dresident has no pla ns to see Schmidt, who is currently in the 

coun t ry. 

neu. gu.n s a in he ims sorry he could not go to the Bohemia n Grove. 

"I ca.n 1 t go now. It would ca use too much disruption. It 1 s a reul 

nice wholesome gathP.ring." He said some of thP. public stories a bout 

what goes on there are not accurate. He ctLlled it "the Grove." 

He declined to comment on the mid-year economic review. 

He said hP. 1 s still holding meetings on it. 

(more) 



XIDUXXR ~~~"M"K.-~~~~'Gl~~ix~~~~'*xR~~rrt!i.W~tEQ.~X..u,"'C 
Deputy Press Secretu.ry Lurry Speakes s .• id President Reu.gu.n 

will meet with Ed Meese nt the ~hite House luter toduy t~ offer 

his personll.l condolances over the deu.th of the Meese's XNNX son, Scott. 

Meese was expec;ted to return to ·the White House shortly ufter the 

President. Meese W<.LS in Si.m 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 ±~:i:N~NNR telephone about ~ or 3 a.m. 

"N<:1.ncy and I u.re shocked and deeply sadflened," said u. statement/ 
_ Ur-su_,a.,/ 

issued on th"!Pres ident' s behn.lf. Our hea.rts go out to "Ed :.1.nd~, 

who with their f (imily are close u.nd dear friends of ours. 11 

CPI. The Consum~r Price Index rose 1.0 percent in June, which 

S'!'Je,.d<es noted is a 13.3 per cent •1nnual u.ver;...g;e. He a.ttribnted it to 

an increase in energy prir.es of 62 percent und g.:Ls prices of 87 percento 

"That is largely responsible for thP. increase in :br:f:i:a-.: the inflation ru.te .. " 

But he predicted that a worldwide decrease in energy prices would soon 

be reflected in the CPI. "What we. look n.t is not the month to month 

chani;es,"' he added. He noted that the :iH:i:~ inflation rute in the 12 

months prior to Reagan's inuuguru.tion was 11.7 percent. For the 

last 12 months, it was 7.1 percent. 

Tax Bill. The Presidnet talked last night u.bout 8: 3o p.m. 

irith Ken Duberstein -- ~Hx±x just after the first hey Senate vote 

on the tax bi 11. L;.trry said Reag.rn helped to rin: win it by 

meeting with J!x:x:i: five« senators on Thursduy .... nrl c .• Iling others. 

"The ~ ~,resident's involvement was helpful in turning arournl 

three l<ey X'. votes." ·JI: Ile su.id these three votes cu.me fr6m "people 

he tn.lked to or J£N:KN people uwure of his desires on this. 11 

He •.tlso praised Sen:i.tors Buker •mdDole for their rolP.s in lobbying. 

"Nobody likes to raise taxes"i:&x su.id Larry. He said! 75 percent 

of the bi 11 i:::i:.&XH :leuls wi th11 loopholes, complA!Jnce u.nd bflse-brou.dening." 

"With the size of thP. deficits we ure fuced with, we think th11t this 

is a good action.'' ae said he hopes the Uouse will pass a bill before 

the August recess. 

W~~d_e_n_bal.~m. Larry said he never expressed discontent, even last weeI< 

when he h!'l.d stockm1>n 11nd Regan met with thePresident on the mid-year review. 

"Ile did not voice any ob.iections. 11 He said there are "several candidutes 11 

to replace '.'!eidenb,lum. ( ) more 



2nd udd pool report 

The president will huve lunch in the residence after he 

returns to the ,.\'hit.e House, and then go to Camp Dn.vid about 3 p.m. 

RX Fll t.ure .:.rruvel.!.. Spei1I<es predicts one trip every 10 days or so 

:if:mx: up unti 1 the election. nen.gan wi 11 go to ff};IDflillIJU:tX Connecticut, 

Iowa and Chi~ago allX in one trip prior to going to ~lifornia. 

He will sne~k to the corn growers, the figefighters a nd t~ 

knights of Columbus. On his way to California, he will make a 

s±N campaign stop in ,fyoming. On the way buck, there will be 

u camp~ ign stnp in Utah. 

NOTE: Travel plu.ns u.re OFF THS RECOilD. 

Sara Fritz 

E~rl L:-ine 

U.S. News & World Report 

News day 
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.1.11 :r 23, 1982 

o : rvJT S (Lq, DR, SJF) 

From: JF 

1 1 : () p h: J .. 

tllQh~~Q_£lE&~L-~~~-~Q1I[~-~E~~l&1l~r~~~~~g£~~n~==n~

sL~!.f:.i!l.!H.1.Qn.!. 

KEY ?DINTS: 

<*>Reagan foreing policy shifting towari ~ore nationalistic 

an~r0ach to worli issues. 

<*>Main emphasis now on s1~eezing Soviets economically to 

9orr2 sh3nge in system aai it-sup to allies to co~e along. 

<*> ~ussia is in critical financial straints~ having tr ouble 

seEling gold and ~eapons and after four straight crop 

failure in iesperate neei of big grain inports to avoid 

starv3tion. 

<*>Leadership paralysis in Moscow. 

<*>U •• S. position in worli better today than at any ti~e 

s1ncP 1960s. 

1. Reagan foreign policy: rhere has be~n a iecided shift in 

recent Tionths towarQ a more ~1tional1st1c approach to world 

-~ P ~ ·r ~ an approach that loo~s at issu2s in terms 

~ ~ L. illy of American nation~l interests. Eaig and the 

State Department pushed for an apuroach thai gave priority 

to 3 pla:ating al l ies on the grounis th~t alliance unit ~ 

wa s p~raTiount. No more. The President's June l~tb pipel1re 

ieci sion is sy~tomatic of the uew aupro3~b. (3~e ( ~ ) 

( "i OttE ) 

;0 ·11::::3 , J ., ., ,J 



b- 1 ·f) , •r1here Pe 2ga n uec1 ... 2d o g o 1J ltb a pol1c:y th:.tt he 

de 0 rnei righ t even i f it was oppose1 by 3llies. Bo:cotting 

the lai of the sea agree~ent, shelving ~o~preh2nsive test 

ban negotiations, reopening the thresholQ and peaceful uses 

nuclear test agree~ents to achieve toug1er verification-

these are other exa~ples of the Tiore nationalistic 

ap o roach. All of these actions are calculated to serve 

· ~ ~ic an national i nterests even though t~ey may alienate 

al l ies and others. 

This new anproach reflects Rea gan's ~reater interest and 

j.nvolvement in foreign policy. D urin ~ his first year he was 

iisinterested. Be be ~ an g~tting in t erested with the Polish 

crackiown last December. C lar~'s arriv3l a t th2 qhite House 

was not the critical de velopTient in the shift but it helped 

because the two are very close and Reagan's interest was 

encouraged and be had a better vehicle to reflect his 

views. 

2. Pipeline: The June l R iec1sion was t3 [ en neliberat e ly in 

the full Knowl~dge that there woul1 be 3 strong allied 

reaction. 3ut the president iec1dei that the tine had cone 

to lance the boil of alli3nce difficulties. Obviously the 

allies are unhappy (Pipes GB.Tie to lunch f'ron a lon g mee t ir. g 

with the German minist e r lecturing him on the pipeline 

issue). But it ·,a_s iecJ.de:l. th.at the PiP:?lin:; d.ecision was 

the way to clear the air with the allies. There already are 

signs that the alliei front i s bre~King down ( Holland is 

not joining in defyin~ th~ sanctions ani B elgiu~ probably 

('i\OfL~ ) 



1 1 on 't w. 11::- others, incl :i1n::::. the Key -rench COiJiJ3tl' 

involv~dt 3.re raving a lot of reservations J.bout t i. e 

potential cost of going through with th~1r defiance--for 

instance, the lose of future cooperation ~ith }E. Pipes 

said that the assuTiption is tbat after si1 Tionths the 

situation will settle down and the alliance will be 

stronger than ever. ihile we can't stop it, our objective 

is to delay the pipeline and 1ncre3se the cost to rtussia 

and we are achieving that. 

What nroTipted Heagan to act in midJune? Jne factor was 

that be had warned that if there was no i~prove~ent in 

Poland he would tighten the s~ueeze an1 there had not 

really been i~provement. But Pipes says that the reason 

thing that triggered it was that Beagan was angered by 

co~Tients by Mitterani ani 3chTiidt after Versailles that the 

agreeTient on liTiit1ng crei1ts there was meaningless. Even 

if the agreement was symbolic and not very effective, 

Redgan founi it offensive to have the }2rTian ana French 

leaders iebunK it that way. ~e's very stubborn in the sense 

that he has strong feelings about the way RTierica is 

treated--R Midwesterners' ~ini of pride of nation - -and that 

was offendei. Be ~ight have been willin~ to accept the 

credit agreement as evidence of tougher action a~2inst 
p • .. 
~01ana. but when Schm i dt ani ~itterand saii it was 

Tieangingless Reagan ieciiei to turn the screws tighter on 

the ~ipeline to ienonstrat~ th3t he ~eant what he S3id when 

he w~rned the Russians of toug~er sanctions if there was no 

(ViOR E) 



i n ~ ovnTert i n Pol~ri. I f not ti hter c·e[its tt~n tou 5 ~r 

·iu eli~e senc ti 0rs. Pipes is confilenc~ th3t the sllies 

1ill in the end come alon g with the U.S. on a policy that 

in one way or another does put more ecoaoni c pressu. e o~ 

Russia. They might tighten up on governnent cr~1its to 

Russi~ in exchange for Reag~n concessions on the pipeline. 

3. Soviet policy: The administration's policy toward Ru ssia 

stems from a conviction that the Soviet Un ion is in deep, 

. deep econo~ic ani financial trouble. By s~ueezing wherever 

we can, the ain is to for~e the Soviets to carry out 

reforTis of the systen which would nake the system more 

~fficient JY ~aking it freer. Also this would force Russia 

to divert resources away froTI the military. It won't happen 

overni ght but Pipes is conf1ient that w2 will see results 

over two years. The emphasis in US policy to~asrd Russia 

has shifted fro~ military to economic--e xpl oit1n g Rus sia's 

econoTiic wea~ness to bring change. 

The Soviet financial bind, he says, is terrifc. They'v2 

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

Russia Tiigbt have three failures and th~n a bunper crop. 

The result of the fourth failure is that ~oscow must inport 

on 2 vast scale--he nentionei an outside figure of 50 

~illion tons. Already they are rationing bread and ~eat. If 

they weren 't inporting on a large scale, people literally 

would be starving. The big problem for the So viets now is 

how to D3Y for the gr ain !~ports. rbey are ln ~ terrible 

bind for foreign exchange. That is eviient 1n repo rts we 

( vo ., -:"• ) , I t:t -' 



a r~ ~ - t t i c 0 f ro~ a r oun d wa2 worl~ of 5ovi et noti fic atio n t o 

c o ~ pan1°s and banKs of del ~y in paynents, uostponne~t on 

accenting deliveries, cans2llation of oriers. Private 

credits to Eastern Europe have iriea up and for the first 

t i em Russia is runnin g into trouble raisin g loans in 

~estern ban~s. Even such snall creiits as 1~0 ~illion 

dollars pose troubles, f~rsing th em to organize consortia 

ani such whereas in the past destern banKs snappei up the 

loan req_uests. 

S~ll goli? They're be1ged in there by the wee K gold 

market. If they sel l more t h3n 1 ~ tons i n a we~k--2 ~ 0 

million dollars--it sever e ly iepresses the narket. Wapons' 

sales? Also difficult since TI~ny of the Third World buyers 

were financing ~urchases wit~ oil earnings. Now OP EC is in 

trouble. Libya~ for instance, told. the Russians i t would. 

pay for weapons with 011 but the Russians don't want it 

because there's no market f or the 011 at a reasonable 

price. 

4. Wheat sales to Russia: I f Russia in such a fix~ why sell 

grain? Pipes privately says that he strongl y opposed 

liftin g the e~bar go and favors an e~bargo. Technically he 

s 2·.rs he ca n--and. did. it with his 3- erm a n visitor-· ·naK:e a. 

techn1 c3l c!se that grain sales differes fundanentally fro~ 

the pipeline. The pipeline earns foreign e ~ change for 

Russia; US grain sal~s costs Russia for~i g n e xchange. But 

still he conceies that the syTibolism of the gr~i~ s~les is 

wron g . One argument in its favor , he says, is that i f 

( 10 R !'.: ) 



P.ussi3. is i nportin-:-. ::,rain :.1 2r= wil 1 ".l ot be er 2 

e1·r1cu::.nral ref'or:ns thai, would enable tr.em tto feed. tJ-1e ir 

~eonl~. (I wasn't cl~ar how these jib~i with his earlier 

assertion that our objective is to fore= Hussia to reforn 

its systern.) 

5. Soviet leadership paralysis: Pipes says that it is 

imnossible to get any business done with Huss1a today 

because no one really is runnin g t~e show. It's as thou gh 

both Reagan ani Shultz were gone. No decisions E t a~en. 

There is a kind of paralysis. rhey are unable or unwilling 

to :nak e decisions, to change, even to e1ploit 

onportunities. Their representatives sinply cone in and s~t 

out the standard arguments a~i that's t~at, no flexibility, 

no give-an~i -t ake at all. rhe arms talks at }en2va 3r2 

going no where at all; just a constant reptition of the 

ar~uments. This also explains in large part why the 

Pu ssians have been dealt out of the Miitle Eas t--th~y just 

are un ~ble to nake 3 decision to change anything, to take 

vigorous action. Also deeply worry i ng f or Soviet leadership--

es ~2cially the ~ilitary--is the huTiiliating iefeat of tbree 

Tiajor weanons' systens--~r;, 3AMs, tan~ s by American 

equ ipTIP nt . That cl;early had had profound effect ana TIUSt 

~ake theTI wonder about the eff ect1veness of their weapons 

in a war with the u~ if t~ey iii so baily in Lebanon. 

e. US foreign policy: Pipes naintains that US is ~etter 

1n the world today t~an it's been since tbe 1Y50s. Ee 

paints tbis picture: Russia is in deep 2conom i c trouble. 

('-!OHE) 
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ur arTis ~r o~ r a~ i s in pla~ e . I srae l' s vi c tor/ i n Ge oa 1oa 

h s t ra nsforme1 the cor r el~tlo i of forces in t he M11east s o 

that , ~hatever the shortern problems, the U3 will benefi t . 

Eussia has been dealt out of the MiQeast. ·~ e are close to 

resolving the longstanding ~ an1bia p roble~. China is a 

problem but we're getting that sorted o~t (see belo w). 

True~ we have the problen with our alli~s over the pipeline 

but he is confident that t his is t2n porary and will be 

res olved in way that will be a plus for U.S. 

?. Chi na : Pipes is critical of the original Rea gan approach 

to China and Taiwan, beli~ves that it is i~portant to 

:, .-· Engt h ''r cooperation witr1 ? e~nng. Contrar.'{ to .iJ hit e i~ ouse 

~ 1 LS tt a t Reagan would coTie out more op enly in support of 

T ~iwa~, Pipes says t hat i~ is his understanding t hat an 

a greeTienr is almost set that will satisfy P~King ani open 

the way for improve d relations. I n terestin gly ~nou gh. Pip~s 

said t ~at he has not bee n involved in ieliberations on 

China policy even thou gh it obviously is an imper ~ n~ 

ele~ent in a policy of toughness with Hussia. rhe Russians 

have been tryin ~ to exploit the uncertainties in 1ashingtJn

Pekin~ relations by gettin g into technical negotiatio ns 

with Peking. China has gone alon g ln orler to strengthen 

its bar~ a inin~ position. _P ip=s indicat2i that he is 

conc e rned that our policy shouli not str engthen the hands 

of the pro-Soviet faction that is ~aneuveri n g to cut down 

Den g . 

~. NSC under Clar k : Be ani Clark are very ~uch on th e sane 

(:v."' H.E ) 



i de Q l 0,~it'a1 "' "i Ve i e f1 0 t h • ·:• ~ e (•f b 0 Le 0 p Er 5 t J. 0 r n :" 5 0 Ee D 

tra nsf or n2J . ~ni er nller, t~2 only cabl~ 

those ;;oin:; Jvcverse3.s ·tfi th t-resi:ient 's si;;nature. ' o "v : · 3 ~ 

SPPS ~11 l~portant outgoin g cables and ~'1f I iisa gree with 

a Sta·ce r epart11ent catile I ·nalte it K1101rn an: it's 

charg?.d."' In short.~ he inplieJP NSC is calling the 

ult1~ t 0 tune. Also under slle[ LO NSC staffer saw rea~an. 

·~ o "' P 1 p e s s a ;r s C 1 a r re t a k 2 s ~1 i n i u t o t a l r;: t o ~1 2 a~ a n a n .1 h i -, 

ne~os go to Reagan over his own signature. CllarK at N3C 

~eetings does not take a position-- for instance en t~P pipe--

hut acts as a tre ff ic co n ~or th~ vario~s ienart~ent 

rec esentat1ves. Sow2ver~ he is very close to the presij e t 

Sh11ltz crudlen ~P. tr1e new s. pproach co tiu ssi5. anj_ allies? Y- 0 

toPsn't th1nk so, Shultz is a conc1!iator an1 will worK to 

arcom ~od~ tP. ~e is likely co nake Tiajor changes at State to 

rE>nlace Ha.ig appoint::es ( V2liotis, 3urt, ~ss l'=b1ir g•" T', 

i\folfowitz). 

( ,,,,,l')) 
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July 30, 1982 

FROM: SJF - White House 

TO: 
v 

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

PGH 

RE: The foliowing items come from a background interview with White 

House Chief of Staff James Baker: 

o The midyear economic 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 controversial 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 

had political consultant Stewart 

Spencer[?] review the White House political operation. 

pencer's conclusion: Ed Rollins is doing a 

~ ps his mouth shut. 

o ' A list of possible replacements for Murray Weidenbaum 

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

Kathaleen Icoff[?]. 

lEc~nomic 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 half~ay by declaring that he would not be 
. '-' 

-
bound by the figures. Baker thinks this strategy backfired 

because it incensed members of Congress. Baker adds, 

''There is a question how long you can preserve the 

coalition in Congress for defense spending.'' 

Baker acknowle~ges 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 clai~s 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 n~ secret that Baker would have 

preferred bigger cuts in defense spending in fiscal 1983. 

LE1:ction 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 

ti~ prime rate. ''The fundamental issue is~~ 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 expected to use in the election campaign. He contends 

that 55 to 60 percent of the people still think Reagan 

needs more time to stimulate the economy. 

Rollins was not muzzled, according to Baker. He was 

simply told ~ot to discuss GOP strategy and tactics. He was 

told: ''Turn on your brain before you turn on your mouth.'' 

~tt. 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.'' 

LCEA chairman. Also on the list of possible replacements 

for Weidenbaum is Al~n 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 
ED 

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. 

~rain. 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 o~in 
sales to the Soviets, he authorized Secretary Block to 

forecast higher grain sales. Reagan ruled against the 

higher minimums because he feared this would provoke our 

European allies at a sensitive period. 

(END FILE) 
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FROM: RAK - White House 

TO: 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 d.eal. 

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 proportions. They 

could purchase up to 2 million metric tonsJ 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 

offered the Russians 23 million tons of grain in fi~cal 

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 victory for national-security 

adviser Clark and Defense Secretary Weinberger, who urged a 

simple extension without increasing the minimum-purchase 

requirement. Block and other domest·ic advisers urged Reagan 

to hike the minimum in order to please U.S. farmers. 

Excerpts from the President's statement: 
0 

''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. 

''I 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 th~ Soviet 

government.' 1 

(END FILE - ERJ) 
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have been charge~ .~~~~ery low : f~~t rate (Example: · $200.00 · 

for · spouses and $75.-00 for chil.dre.n for a round trip .. -from 
' 

W~shington to California). This · was done on the idea that 

dependents were only filling up empty ·seats and thus saving 

the news organizations ·money • . -· 

The new policy has Larry Speakes and other White House · 

staffers upset. But it will probably save us some money. 

Mannings's succes~or, ·Billy Dal~, ·says he's often forced to 

rent a bigger ~lane · to ·accomodate dependents. Thus they end · 

up costing us money instead of ·saving it. 
\ 

Still undecided is how to charge for traveling dependents 

of ·reporters ·. The · White House · has ·asked the White House 

· Correspondents Assriciation to make a ~ecommendation. The 

issue is proving highly controversial • 
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