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that the tax package will clear Congress before'the'August
recess, ‘scheduled “to begin on-théfzeth. To prevent hitches
in the conference committee and to smooth the way for
rassage on the House floor, Reagan is prepared to go along
with'e;tending'unemployment-benefits-from the'currént 39
weeks to EZ weeks. Such a compromise may prove to *“be the
sleeper that gets the bill through.”’’ Extending
unemployment benefits for 13 moreVyeeks Qould pick-up the
votes of House members ‘from such large delegations as
Michigan, Tllinois and'California;*vherE*unempioyment is
especially high. | _

The ﬁhité House will press hard to restore in conference
the approximately 1.5 bdillion dollars in tax breaks for
Puerto Rico that were repealed in the tax bill, and Seek to
make up the lost revenue elsewhere. The provision-to
vithhold taxes on dividends and interest is in trouble
tecause of a highly orchestrated campaign by the banking
industry. prerestein"sayS*lawmékers are receiving

thousands of-preprinted postcards ‘opposing the provision.
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STORY: “TUBERST ~ "~ " - i i
Reagén and Representative Jack Kemp has soured badly, -
principally because of Kemp’s opposition to the tax bill, -
Duberstein says Reagan is “‘extremely disappointed’’ in
Kemp for " ‘cleverly manipulating’’ House Republicans to
}oppcse the tax package. Kemp argues ‘that Republicans shOpld
not take the heat by raising taxes while the Democrats are
sabotaging the spending cuts contained in the first budget
resolution. Fut the fact is that Kemp simply regards all
tax hikes as_bad‘ecohomic policy and, -as a purist supply-
sider, does not believe deficits matter. “'I think it’s
fair to say that Jack has become a prisoner of his-own

4

ideology,’’ complains Duberstein. He discreetly suggests
that Xemp might be thinking too much about his-own
tolitical future as a president;al contender.

Reégan telephoned Kemp a number:of times and called him in
for more than one face-to—face meeting iﬁ futile efforts to
rersuvade him to support the tax bill and the budget
resolution. (Kemp voted against the: Reagan-backed dudget
resolution and ‘‘walked off the floor’’ before the: outcome
of the-vote was apparent, angering the President and many
0f ‘his Republican colleagues:) While Kemp carried no-votes-
vith him when he opposed the budget resolution, he
certainly can take additiomal:votes with him when he
opposes the tax bill. -

The White Bouse is trying to counter Kemp’s campaign
against the tax bdill ‘by stressing Reagan’s eagerness to

veto appropriations bills that exceed the ceilings
{MORE)
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STORY: :TUBERST

contained in the budget resolution.jIn'Duberstein'S'view,-
Fepublican defections on the tax bill wiil nbt endanger
rassage unless they are widespread. That’s because
Democrats will vote for the tax hike in large numbers “‘so

long as there is a re5pectab1e‘Bepublican showing.'

D e

tetter in November than generally believed. - (Surprisingly, -

Jim Baker and others in recent days also have expressed
greater confidence about the-electioni)'Duberstein‘insists
that Republicans have a good shot at breaking even in the
House istead of losing 20 or more seats to Democrats. He
cites these factors: The prime rate, -now at 15 jércent,-
will drop to 13 percent by November; Republicans have a:lot
cf money to spend; Reagan’s popularity remains stable; the
Iemocrats have no economic alternative to -offer; and '‘with
this President campaigning, -things are going to:be-very
upbeat...Psychologically, things are going to be moving
toward ‘a recovery.‘’ Republican House members are putting

L3R

on a lot of ““pressure’’ for presidential-visits to their

districts in the fall, Duberstein claims.

"Defense spending. Virtually everyone“in*fhe'ihite House
cpposed Reagar’s decision to disavow the ‘84-°85 defense
cuts in the budget resolution. (Defense Secretary

Weinberger was the principal proponent. ‘‘Cap just keeps

¥ 4

coming back and back and dack, says Dubersteini) He

S

telieves Reagan’s decision will havé repercussions next
year that in the long rum are going to hurt'défense

(MORE)
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spending...We‘re going to wind up with larger defense cuts

L 4x 4

and smaller domestic cuts. The:.angry reaction among
Reputlican leaders on Capitol H{ii wvas predicted by Jim
Raker and Tuberstein. - ‘

After the administration’s 1984 budget is submitted, -
*“there’s going to be an eiplosion somewhere’’ because
Feagan will attempt to make up the defense cuts with deeper
cuts in domestic spending. Tuberstein-believes support ih
Congress for higher defense ‘spending wiil erode qﬁickly
under those conditions. “‘Next year”s going to be an
absolute bitch,”’ says Duberstein.

Already there are signs that lawmakers are:losing their
enthusiasm for bdig increases in defense spending. The
ddministration won a key Fouse vote:last week to -save the
NX-missile by only 212 to 209, On another vote, ‘@ majority
of House Revublicans joined in-voting a 1 pércent across-—
the-board cut in defense spending.

" Reagan, however, ‘shows no inclination to slow the growth
of the defense budget. Tuberstein says that Judge Clark
wanted to involve the President ‘personally in lobbying to
restore 58 million dollars for development of chemical
weapons. (The House voted to delete ‘the fumnds:) Jim Baker
and others persuaded Reagan that it was politically stupid
to lobby for chemical warfare.

Is the President not frustrated dy
rarochial lawmakers and the discursive nature of the
legislative process? Duberstein-says: Reagan *“truly

(MORE)
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STORY : “TUBERST

relishes the personal relationshipS'and the legislative

&4

give-and-take. He would not spgnd so much time in
meetings and on the vhone vith'sénators and congressmen if
he did not enjoy it, says Duberstein. It is easy for him to
schedule time on Reagan’s schedule for lobbying and:other
congressional contacts. »

Reagan takes such an interest in the Hill that he often
watches the House floor debates:on cable television- over
lunch in the residence. If-a member says something that
interests him, Reagan picks up the phone and calls the
congressman. The number of members:lining up to ‘make one-
minute speeches at the-start of each day’s session has
grown since word got out that Reagan sometimes watches the
floor debates.

‘When Duberstein suggested in a memo to Reagan that he call
Sepator Laxalt on his €8th birthday recently, the memo came
tack with a notation by Reagan: " 'Call made. A guy meeds a
little cheer when he turns €8. Take it from the -voice:of
experience.”‘Duberstein"sayS“thatlkeagan'makes similar
calls “'to others on the Hill whom are-not-such good friends. -
EFarlier this year he invited Tip“o’Neil~ddwn"forvlunch*in
the residence on 0“Neil’s birthday. "It was great because
we had these two Irishmen together doing nothing but
telling stories and talking politics.”’ Duberstein insists
that Keagan has no hard“feelings toward 0°Neil. RBut Reagan
*‘*has some problems with Tip and the?Démocratlc‘leadership
teing so wedded to a philosophy that has been clearly

(MORE)
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repudiated....Sometimes'he'géts:ﬁptight when the'Democratic
leadership tries to screw him procedurally. He just says, -

e o0

*Give me a fair shot. Reagan alsc gets frustrated that
“‘everything has to go through so many committees, ‘that
there are so many chances for ‘things to get screwed up.
Sometimes he will say, “We just gqt it out of committee,

’ s 0.

wvhy does it have to go to another one? - Reagan still
dreams of a day when Presidents would have a line-item véto
as he did in Sacramento.

In Duberstein’s view, Reagan’s success as'a lobbyist is
due largely to the personal relationships he fosters with :
members of Congress. When a problem arises--such as Rob
Michel’s unhappiress over the Soviet gas pipeline'decision-f
Feagan picks uvp the phone immediately tries to smooth
ruffled feathers. ““He doesn’t let problems fester. He hops
right on them.’’ Reagan also makes phone calls when he-is
vnhappy with someorne——as when Republican Senator' Durenberger
called the New Federalism plan a “‘fig leaf’’ ‘to cover
Feagan’s lack of gompassion-for'the'poor.*Beagan called

Turenberger and "‘chewed his ass,”” says Duberstein.

(END)
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fighting in Lebanon and his: daily pleas for:a: legitimate
ceasefire, there is little prospect that he wills take =
strong action against Israel for the assault on: West ?eirut i
that ‘now appears inevitable. While Reagan would hope to
avert a bloodbath by arranging‘the evacuation of the PLO

he will'not attempt to*block Israel*from completiné‘its
military objectivesvif special»envoy“Habib s~negotfations
fail. The uressure Reagan has put on Israel to date was

aimed more at- buying*time for Babib than at: warning Israel

against ultimately imposing a military solution to the

crisis."

Bob Simst“spé§ia5 assistant%to5$i11'Clark‘-maiesQ:FJ

cn"background~tnat eagan has made no threats. implied or .

explicit, to nrimeJMinister Begin about the possible

conseguences10f an invasionﬂofﬂresidential West"feirut.

Sims ‘knows of no serious consideration being given to .

suspendinz arms- deliveries or= imposing other sanctions.; =
Asked what Beagan is doing to restrain the Israelis, Sims

cites only Habib s*mission, the suspension of cluster-bomb =

shipments and Beagan*s~refusa1‘to~smile 5 Israeli ?oreign

Minister Shamir_during Tuesday s~photo session in theu = ”if;
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say whether sanctions against Israel ver :discussed at a

one—hour'meeting~of the- National Security“council chaired

by Reagan this morning*or at an- earlier two—hour'meetlng of

the Special Situation "Group chaired by V;,Eush

“In-a written statement ‘today,. Reagan for*the first time
warned the PLc-about the consequences o_ 4

Beirut.-

Throngh~governments vhich have Nree

the PLO must not delay“further its withdraw

Lebanon,** .the statement said..
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Eouse statement 1ssued two days—ago after Reagan met with{ o

Shamir. That statement placed more of the burden of

responsiblity*on the Israelts.”ltﬂsaid, in- vart' “Tbe'--

Fresident stressed the need for a complete end by-alls:
rarties to the hostilities in and around Beirut-as 3 e
orerequisite to allow ambassador Hadidb to pursue his urgent
work. The world'can no*longer‘accept a situation of
constantly" escalating*violence ‘The*President h1ghlighted
the: humanitarian needs of: the large civilian population of
west" Belrut..." :
Does ‘Reagan countenance the ‘Israeli invasion-of- Lebanon?

‘He recognizes . that the root cause of the: problem 15
rartially the - PLO,”” says Sims (on background).;' We'all
realize that the PLO departure-from Beirut would indeed
stop the blood shed...He'realizes that most of the-
attention'isron“thefIsraelis,*because“they’re winning: But .
I think his-view-is that- you can’t say the Israelis started
thisccil think'he does-see- the ‘Israeli-viewpoint- very
clearly, in- a balanced~way;.;He~doeanotvsee;itpaSﬂ these
weanrold'Israelis"doing~these-terrib1e>thinés.’ A Sims
reminds of Reagan’s response at last week’s-press:
conference when he said- that the*PLO has started much-of
the shelling.-Simsialso~notes-that the closest' Reagan has
come- to threatening-Begin'not-to*invade West Beirutjwas‘the

time he warned that such an invasion “would resultfiﬁ 2y

The one wild card if the Israelis move: into Yest Beirut isr

(MORE)

FRGE:



OQIUNIS MIVEADYT -

FAGES 4

complains, by the way, tha res dent Brezhnev s 1etter to

Beagan was released publicl b re;it reached Washington. »~‘f:

*“They gave it to us by Tass7and then confirmed it by

message.’

Nuéleér*frééiéﬁrééolution;cﬁeeé&n has: been-calling memberscf

cf the House to*lobby against foreign Affairs COmmittee

Chairman Zablocki s nuclear-freeze resolution. But the vote
is: expected to be'so close that ‘even’ Judge c1ark has taken
the‘unusual step of writing'uersonal letters tOvsome—»-
members to urge them to vote against ‘the Zablocki
resolution. In Beagan s view, passage of the Zablocki

resolution would undercut our negotiators ianeneva.:'

-
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August 5, 1982
To: LH

From: DM

Por Mideast package from State, the Israelis and Congress.

SHULTZ:

evening with the State press corps, said that President Reagan
delieves the symbol of the Lebanese war is a baby with no arms.

He must be referring to a picture this week of a maimed
falestinian child in Beirut, and obviously the President has
veen affected dy the television coverage of the war.

Shultz called Habib, *‘a great American hero,”” and said the
special envoy was risking his 1life for his mission. Not only 1is
3abib in combat danger, dbut his health has been bad.

Shultz said: “‘When I talked to him on the telephone last night
7ou could hear the artillery in the background, he is on a hill
lookxing down at the war, and he said, ‘don”"t tell me what is
rapoening here I can see it".””

At one point in referring to the strain of the job, Shultz

{(MORE)
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indicated that the Beirut deal has been close: '“Each day you
think you finally have an agreement, just to see it slip away
late in the afternoon.”’

When asked if he would be travelling to the area or playing a
key role as mediator, the Secretary said he hoped not: *“I’ve
teen there.’’

He also noted that he had four exceptionally competent
ambassadors in Sam Lewis, Atherton in Cairo, Dick Murphy in
Saudi, and Viets in Jordan. ' ‘They are highly regarded by the

4

leadership in their countries and they talk to each other.’

On the crisis a senior official said: ‘‘Unfortunately, this

d

thing is becoming a virility test between Reagan and Begin.’

wvhat is at issue is a different perception of how to push the
negotiations in Beirut along.

On the seventh floor at the State Department, the diplomats are
asking for more time to enable Habib to work out a settlement.
But the Israelis are convinced that the PLO is just playing for
time--that it won’t make any concessions as long as it thinks
that Washingtoﬁris holding back the invasion.

One ‘senior Israeli diplomat sasys: " "The PLO would be silly not
to delay its departure from Beirut or postpone it indefinitely,
it has no other base in the area to: operate from.

Th; Ame;icansvon the other hand are obsessed with stopping the

(MbRE)
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bloodshed. '“Habib is screaming his head off, demanding that the
Israelis stop the bombing so that he can negotiate in a sane
atmosphere, °° says - one American.

Both sides agree that the objective is to get the PLO out. The
U.S. is refusing to make any political consessions to the PLO
that would enable it to disarm and become a political body.

“‘*Ronald Reagan believes that the PLO is a bunch of murderers
and thugs, and he basically wants it destroyed. But if there are
g0 political concessions than the only option is the military
one, or the PLO won’t budge. So he is trying to stop Israel from
doing what he wants them to do, its crazy,”  says a diplomat.

The Israelis for their part have served up.no ultimatums or
time tables. They simply want to keep the pressure on to force

the PLO to withdraw out of simple fear of liquidation.

“*Part of the crisis is the Speakes syndrome, like when he said
’egin had promised the President when he actually hadn”t. Much
of the crisis language is designed to make the President look
good,”” says another official close to the NSC.

““Ironically the PLO is waiting for the U.S. to pull its bacon
out of the fire, apd the talk of sanctions and threats to Israel
puts the President in the ludicrous position of trying to save

the PLO. "’

*he administration has to decide that the time has come to end
it. Tell Begin to give us seme specific amount:of time, to stop

~ (MORE)

PAGE:



STORY: WEST PAGE:

period--or its over, all aid.

““Then tell the PLO, here is the deal take it or leave it, or
Habib is coming home and you are going to be wiped out,
finished. Unfortunately nobody in the administration has the
guts to bite the bullet.

“They are all afraid that if they withdraw Habib the world
vill see it as a green light for Israel. But if they don’t
withdraw Habibd, the Israelis are going to do it anyway and the
U.S. will earn the same international opprobrium.

“*The threat of sanctions is nuts, it puts the U.S. in the
untenable moral position of trying to save the PLO. That in turn
will trigger an Israeli attack to liquidate the PLC once and for-
all, removing the rationalization for the sanctions in the first
place.

“*This mess is a disaster for everyone, and God knows how we
get out of it. The U.S. has to bluff its way out dut Habid has
ne leverage, he can’t make political concessions and can’t
prevent an evenutal attack on West Beirut, he is just dilly-
dallying around and the administration is simply unprepared to

get tough and take the chances it must.

hriefing 1nsisted that Israel has not started ‘the invasion: of
Vest‘Beirut,

The goal 15 to get ‘the PLG:out:of Lebanon, everyone wants that.

Int the PLO is stalling,zleaving Beirut 15 the end: of the road.
(MORE)
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for the military side of the Palestinian movement.

(An Arab official says that even the Arab states are glad to
see that happen, tired of being threatened and blackmailed into
giving the PLO money and arms which arevwaSted;)

General Meron says the PLO is always breaking the Beirut
ceasefires in order not to have to accept terms of a withdrawal
vhich it opposes.

In response Israel must return fire to silence the main
batteries in use. He says the latest violation came in response
to 2 Israelis dead and 18 wounded, and as a result Israel
attacked with 2 Brigades, or about 4,209 men.

The operation had limited objectives. One was to take the high
ground north of the airport runway in the refugee camp of OUZAY.
This was accomplished, extending the Israeli lines approximately
one mile north at the end of the airstrip.

The second goal was to close off a wooded area near the museum
from which Palestinians could infiltrate and shoot at Israeli
forces, and to eliminate a PLO gun position. The action involved
moving about 250-309 yards forward in one small area.

The General said that Israel’s original military aim was to
secure the 25 mile _buffer on its border, and that remains the
‘objectivé.~But'encouﬁtering>resistah¢e~from the PLO and the
Syrians the Israelis had to keep ‘going. In the end Israel will
withdraw and allow the reconstructed Lebanese government to

guarantee the border zone, once the PLO ‘‘cancer”’’ is out.

“Uhen'you'start a military-operation it is hard to stop it,””

vhefsggﬁ;'But_hexalso&rejected the theory of salami tactics,
i (MORE)
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saying it is far to costly in terms of casualties. ‘‘The PLO has
urderground bunkers and ammunition stores and seems prepared to
fight on. There are also about 1,508 troops of the Palestine
Liveration Army, (connected to Syria) in West Beirut.

*“There is nothing worse in military terms than to move and
siop, just to move again, you pay the penalties without the
benefits, °” the General said, in discounting a staged attack.
A full assault on West Beirut should not be ruled out, it may
force the PIO to terms.”’

But Meron made it clear that the latest outburst is not the
final assault, and that there will be no piecemeal entry. When
tke attack comes it will be one final push.

General Meron tried to explain the shelling of downtown areas
0! West Beirut by saying that the Palestinians are hiding guns
next to highly visible targets, like embassies.

He also said that Israel has deliberately not used airpower
which is extremely accurate, because of the high visibility.
Artillery is far more 1likely to miss, and he regretted the
damage to civilian areas.

While he had aerial photographs of gun placements mixed in
civilian areas, he did not have one of the Hamra district where
thke Commodore, the UPI office and the Bristol Hotel are located.

(There seems little justification for the heavy, persistent and
obviously-delibefate shelling of areas which the Israelis were

net able to show had any potential threat te their forces. DM)

* Sanctions:

(MORE)
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There seems to be little appetite in the administration at this
time to apply them to Israel. Even those officlials who are
furious with Begin and would like nothing more than to terminate
all aid to Israel, are afraiad that they would be
counterproductive at this time.

The sanctions would send the wrong signals. They would make the
Israelis decide to attack while they have the guns. And they
vould encourage the PLO to stay put in West Beirut.

Traditionally the impression has always been that Israel just
gets nastier when the question of sanctions arise. Though some
State Department officials quote Kissinger, as saying that they
really scare the hell out of Israel and if the U.S. ever had the
guts to employ them they would work.

The most obvious is to cut off arms. The cluster bomb decision
vas meaningless, Israel already produces the necessary
ammunition. ““But there are tons of of arms going out every
month to Israel that could easily be stopped,”” says a Senate
foreign affairs committee staffer.

General Meron says that an arms cut, " ‘"would hurt of course and

4

wve hope that won’t happen.”” The hill staffer says that so far
he detects no inclination in the administration to apply
sanctions but, ““that is the obvious place to start.””

The U.S. also dbuys military equipment from Israel, which is
important in terms of hard currency—--that could be blocked with
some impact on the Israeli economy.

Besides arms and military aid there are economic support funds

that could be held back. Congressional attempts to write off

(MORE)
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portions of Israel”’s débt service payments to the U.S. are
already in jeopardy and could be killed.

It is a complicated formula changing the amounts in grants and
the amount in loans, and a provision saying that Israel should
rever have to repay more in one year than it is getting in aid.
3ut the total could come out to about 499 million a year.

A more draconian, and the least likely sanction, would be to
take away the special tax deductible status for contributions to
Israel which run in various forms to hundreds of millions of
dollars a year.

**Begin really rubbed Reagan’s nose in it this time, by
attacking while Shamir was here, and Habib was in Beirut, its
the 0ld Sadat trick—-attacking Baghdad the day after meeting with
5adat,”” says the staffer. " ‘But this is a White House
cperation, it is hard for the hill to take the lead in foreign
policy in any case, and this is an eiection year--it is tough to
advocate sanctions against Israel when your coming up for

'

reelection.”

* Concludes the staffer:

“*The Israelis are so one-tracked that they actually believe
they are doing us a favor by liquidating the PLO, they have no
verception of what our largef interests are.

“*The tragic thing is that everyone is missing the point. Who
cares who is right or who is wrong, hundreds of people are
getting killed everyday with American arms and nobody in this
country seems to care.

(MORE)
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““The reaction in the Arad world will be massive when this is
over. If all that happens is that our embassies are burned to

4

the ground I will consider the U.S. lucky.’

(END)
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RE: Feldstein announcement

Feldstein. The President today announced his choice of
Martin Feldstein és chairman of the Council of Economic
Advisers. Feldstein, wﬁo will take a two-year leave of
absence from Harvard University, met with Reagan Thursday
in the Oval Office,.

Tax bill. The White House also has announced the
postponement of the President's California vacation to
lobby for the tax bill. At today's briefing, Larry Speakes
quoted Reagan as teliing a meeting of Republican lawmakers
this morning:

''We are beginning to see some real relief in interest
rates with a somewhat dramatic decline over the past
several days. Interest rates are going in the right
direction. They must continue if we are to have economic
recovery. If, however, we do not get the spending cuts and
reduce the deficit [in the tax bill], this downward trend
in interest rates could be reversed., While I am reluctant
to raise taxes, the price is not excessive to get the
deficit down and to gpsure the continuétion of economic
recovery.'"

Speakes said that Reagan believes postponing his
vacation ''will underscore the administratioﬂ's full

commitment to early congressional action on legislation he

A e e
oY
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considers vital to his program of economic recovery. He
will remain in the forefront of the administration's effort
to convince Congress and the American people that a bill to
reduce the deficit and federal spending is essential to
continue the forward movement we are now seeing in some
sectors of the economy. The President plans to play a major
role in meetings and other contacts with members of
Congress as the conference moves forward and the House and
Senate take up consideration of the legislation.''

Reagan will postpone his trip at least a week, says
Speakes, and ''longer if he feels it necessary.'' Reagan
will continue meetings with members of Congress next week.
He has met with, or talked on the telephone to,
approximately 75 House members in the past week, Speakes
said. Reagan will still travel to Billings, Montz}and Los
Angeles on August 11 for politicél fund—raisers, He will

return to Washington on August 12.

Unemployment. Speakes said in reaction to the increase

in unemployment that Reagan ''remains sympathetic and
concerned to the plight of the unemployed.f' He believes
his program will provide‘a permanent solution to
unemployment, Speakes said.

Feldstein bio: Feldstein has been a professor of

economics at Harvard since 1967, according to a White House
fact sheet. He is president of the National Bureau of

Economic Research, and was a research fellow and lecturer
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Oxford University from 1964 to 1967.

In 1977, thg ﬁper?gan Ec%Pomic Association awarded Dr.
Feldstein the Joﬁn Bétes Clérk medal, an honor bestowed
every two years on the economist under the age of 40 who is
deemed to have made the most significant contribution to
economic science. He‘is currently a member of the National
Productivity Advisory Committee and the President's Private
Sector Survey on Cost Control in the federal government.

Feldstein was born on November 25, 1939, in New York
City. |

(END FILE - CKM)
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Tvwo. 0of his biggest cllents. Jerf Bell 1n.ﬂew Jersey andmju»

Mike Curbd in Callfornla, lost 1n'

_epubl1can prlmarles thls
spring.
Meauwhlle.-Feagan met toqay w1t two more groups of

nepubllcan Eouse members. .li.fte"“~ ne of;the meetlngs, three

congressmen—-5111vo Conte of Massachussea_,iﬂanuel Lujan of

New Mexico and Euward Madigan of 1111n01s--were brought

oefore cameras in the brleflng room»to say thav they wlll

vote for the blll ; hen pressed however, each admltted
that he had supnorted the DlLl bexore conlng to the -White

Fouse. (The renegade Revubllcans were. lext to make thelr

case before thei ameras out51de 1n the drlveway}aurang a

heavy uownpour._ yff"

The threunloyalists 1n51sted.tha}y3eagan

converts.-

£

gd'out of here. feellngfthe ?re51aent 1s g01ng

to do a lot etter‘on this tax bil r.t:least among House

nepublwcans, aid Madlgan, estlmaolng that 80 percent

of the 15 or so iawmakers in the meeulng w11 vote*for the‘

tax increase,

Incldentallv, Treasury Secretary egan warned uuring the
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RE: Backzround-only ivu-with Larry Speakes
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4

canctions’” against Israel, says Speakes,  -and the key
words are ‘President’ and"noé.' “’-Military and economic
sanctions always are options at the President’s disposal,
tut the list of sanctions drawn up by the State Tepartment
and the NSC staff is only a piecé of paper as far as Reagan
ié conéerned, says Speakes.

The White House wants the“wofld'to ﬁerceive that Reagan is
dealing forcefully with the Israelis. Yet Speakes concedes
that_Reagan'S»reported warnings to Prime Minister Begin not
to invade West Beirut lack any teeth. The Washington Post
was flatly"wroﬁé“today in asserting that Reagan, in his
letter this wéék td~Beéin,-questioned whether Israel is
using American weapons for ;‘legitimate self-defense,””’
That veiled warning was contained in an-early draft that
the President rejected. The strongest language in the
letter actually sent to Begin was a warning that an assault
on West Zeirut *‘vould have an-effect on'long—térm U.S.-
Israeli relations. It was very carefully worded, ’’ says
Speakes. (He was vparaphrasing the letteri)

This does nmot mean that Reagan has ruled ocut imposing

sanctions later, but Speakes does not believe “‘he ever

{MORE) -



-2

STORY: SPEAKES

will go that far.”’ In a meeting;ﬁith American Jewish
leaders at the State Departmentﬁfoday, Vice President EBush
cffered assurances that Reagan i§ not now considering
sanctions. |

The White House remains optimistic that special envoy
Habib can arrange an evacuation of the PLO and thus avert
the Israeli assault. For the first time, Babid is “‘working
cut the logistics’’ of ‘an actual pullout. Speakes says
there is some suspicion among some administration experts
that Fegin launched his  latest-assault on- West RBeirut to

sabotage Habib’s efforts.

—— - e e - o=

tax bill will not clear the House. Reagan is putting on "‘a

 full-court press’” to salvage the bill; The fear is that if
the tax bill gets hung up, interest rateé will soar again
almost immediately. Reagan is resisting urgings by the
Fepublican leadershiv on the Hill to go on television to
make a direct appeal for the tax package. He doesn’t want
to appear in living rooms asking Americans to lobby their
lawmakers to raise taxes. But he may be forced to do so to
save the bill,

For now, Reagan is engaged in intensive lobbying of
congressmen, mostly Republicans. The White House\believes
that if Repudlicans support the bill in large numbers, -so
will the Democrats. Reagan held two lobbying sessions this
afternoon with 51 House members, ‘including Eepublican
conservatives such as Phil Crane. Speakes sat through one

(MORE)
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cf the meetings and says that Reagén did not éhaﬁge any
minds. :

Reagan’s rvitch is that the tax package includes spending
cuts; that three-quarters of the money comes from
*“loophole closings;’’ that he is prepared to veto any
appropriations bill that exceeds the budget resolﬁtion? and
that the tax package is the best deal that could be made
given the practical restraints of the legislative process.

The White House also is leaning on outside groups for
support for the tax bill. Speakes was getting ready to
release a letter from Paul Thayer, chairman of the U.S.
Chamber of Commerce, announcing that he was breaking with
the chamber’s announced oppositipn to the tax bill. Theyer
wrote,“‘Normaily, 1 have respect for tﬁe chamber’s
decision-making processsy but, in this caée, do not
personally agree with the result. Therefore, ‘I want you to
know that I persomally stand by you in your efforts...””

Fconomic policy. Reagan-is very independent-minded in
making decisions on economic policy. No single adviser has
enough influence to hold-sway or even predict how Reagan is
likely to decide an economic question.

Economists and business leaders outside the administration
have as much--and sometimes more-—influence that Treasury
Secretary Regan, et al. Reagan meets often (eﬁery“few
weeks) with-the group 'of outside economists that was:led by
George Shultz and includes Milton Friedman, Alan Greenspan,
Arthur laffer, James Lynn, Paul ‘McCracken, William Simon,

(MORE)
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Thomas Sowell, Herd Stein, Charlg Walker and wWalter
Wriston. You will also recall that it was a group from the
Chamber of Commerce that earlier this year persuaded Reagan
to reject the advice from his in-house advisers that he
raise excise taxes,

Speakés does not believe that Shultz will continue to have
a major voice in-economic policy. ‘‘He already-has a full
- platter””’ at the State.Department. Others-in the White
House believe Reagan will so1icit Shultz”s economic views
on major questions. So, whiie Shultz may not play a big
role on a day-to-day basis, he could influence the bdig
decisions,

In épeakes’s view, Regan'is clearly the dominant player
when Compared'to OMY Directer Stuokpan s Stoekman-is
awfully sutdued. T don’t know whether he will stay around
or not,”” says Speakes. Jack Kemp did- influence economic
rolicy last year "“because he had a constituency’’ on the
Bill. He may still have sﬁmething.of a constituéncy but he
no longer influences Reagan's'economic”policy.-Kemp 
Wednesday. (In one of the sessions, XKemp got into a
shouting match with Ed Meese. Reagan iS'royally pissed at
Kemp for trying to kill the tax bill. ‘‘We just can’t

4

tolerate the way XKemp’s been acting,’” says Speakes.)

Does Reagan want a‘strong chairman to replace Murray
Weidenbaum on the Council of Ecomomic Advisers? "“Fe wants
someone who is a little more forceful, a:1little more

(MORE)

*reallly broke his plate”” in the two meetings with Reagan
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willing to svpeak out in public to defend'Réaganomics, and

T4 d

someone who commands ° broad resféct. This suggests to me
that Reagan does not want the kind of strong CEA chairman
who might urge him to reconsider his policies and alter his
course. Instead, he wants someone who will-lend:credencé.fo
Feaganomics.

There is one other key player “in the administration’s
formulation qf economic policy who is easily overlooked:
Jim Eaker. Raker makes mo secret-of the fact that he
telieves the President has not ‘done nearly enough to lower
the deficit, Paker strongly advocates cutting.defense
spending ““to lower the deficit and bring down interest
rates and win elections,”’ says Speakes. Needless to say,
Baker has had Scant success infgelling'his-vieW'tO'the
Fresident. Baker acknowledges that Reagan, ‘‘when given the

4

choices,”” opts for a biggger deficit instead of slower
growth in ‘the defense budget. Nevertheless, -Baker has not
given up trying to nersuade Reagan that he must do more to

lower the deficit.

(END)
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- RE:Reagan-economic-policy
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“Much:of the: folloving is baSedron a background-only ivu‘

with Craig Fuller, director-of 4

makes- these major points.;u f~f

* The key to‘understanding Reagan economic policy is to T

startfwith the nremise ‘that he- doesn’t: believe 1nse;’i”
[economic]- forecasting. that he doesn t-1ike taxes of any
kind,- that he’s: absolutely convinced that there are-more’
savings to be found in the-budget" and that the defense
buildup takes a back.seat.to noaother~prior1ty.—(When-GMB

Lirector- Stockman recently urged Beagau to push for a eut =

ablnet administration. Be~ !7[

in-the eﬂﬂ-million-dollar federal subsidy to the maritime T

industrv, Reagan instead'decided to seek a QZQ millionum_-

subsidy to beef*up the~merchant marine as a defense_

weasnre Yix

evident in the fact that- there is no single adviser “who-

really has his-ear” in thE*way‘that -Cap- Weinberger and

Fill Clark have his ‘ear-on: national-security issues. In

fact, -economic experts outside the administration ; have an -

untold impact”® on-the: President s thinking.,i ;ﬁfif"

~% The White House-- legislative strategy group chaired

ty Jim Baker has played a majorﬂrole in shaping key
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economic decisions. In Fuller S view, a good case can be—

made that administration economic policy is determined more'

ty political- thinkers such as Baker than by economic
experts-such as- Regan, Weidenbaum, et al. ‘who: occupy the
seats in*cabinet~councils~and otheraeconomic forums- within
the administration. - A -

%: Beagan now: accepts an argument that he rejected earlier

this*year, Ao 'ounless~more*is done t0: lower the deficit.;,:a

the recovery vill he aborted and -~ the supply-side program :

von‘t-get.a chance-to work, %’ a:ggc

*-The" President grows more- sympathetic every day“to Paul
Volcker’s efforts to- control the- money supply.rln ‘private-
meetings,-such as- the-one Tnesday>with-0hrysler-Chairman~
Lee lacocca, Reagan*now"staunchly defends the Federal
keserve Board: Ee- fnlly supports Volcker 55 tight-money

policy-and ‘does-not- helieve-the antonomous role of the~Fed

should" be - changed.:ﬁ~hlz:

* Reaganm probably vill go on TV- from the- Oval Office on

Sunday or Monday evening>to plug for the tax hill

The PresidentW&oes~not“regard'his push  for the 18P-billion-

dollar tax package as a flip—flop from his supply-side "A_
program. Quite-the conmtrary. Reagan went -along with: the hig
tax increase, Fuller notes," “to preserve the essential Z

elements of his economic progam —-to prevent Congress from

tampering-with the third year~of the 1ncome-tax cut.~ '_fff:

The genesis of—just ‘how Ronald Beagan came to embracEvthe '

(MDRE)M o
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largest peacetime tax cut in history explains a great deal
about how- economic policy is formulated in his ‘
administration. e =

First, -some- history' After the-administration’s proposed -
1983 budget-was buried-on Capitol*Hili,-the~?resident-'
became convinced (as the projected deficit mounted in the
spring) that ‘the only way he could win from-Congress-a '
tudget resnlufdon-emhodyingﬁmore'deep spendinghcﬁts was to.
agree to whatffuller eupheﬁistically:calis—f‘rerenue :
increeses."gﬁeialso feared"thatﬁhdS:failurerto;agree~to
b o s < L would-Spur‘Congress,tclrepeelfthe third

4 :
year of the"tax”cut in-order~to-bring downwthe deficit. -

'had to accept: higher taxes to get deeper budget—cuts?
Primarily it -was the legislative strategy gronp ‘- under
Iaker, 'who-always haswbelieved=Reaganvshcnld do much: more
to cut‘the~deficit -How~did~the*legislatdve~stretegy~groﬁp
persuade the President to accept higher taxes? By driving
home this argument* The budget resolution that Beagan ﬁj“
ultimately supported and won congressional approval-for =

included “deficit reducﬂions  of 387 billion-dollars: over

three years-zsg billion in spending cuts and 168 billion in

higher taxes.~Thus, for each $1 in higher ‘taxes, ‘Reagan was

getting almost $3 in spending cuts—-or at:-least this is hoﬁ

thE,z§§Qlnjinn;xas—écld~1£~glg;~_ S e

Once that decision was made in the spring, it was not
difficult in the early summer to persuade’ Reagan to.get

(MORE)
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tehind Serator: Dole’s tax biil,vyhich was tailored 20
implementvthe'revenue ;ncreasesacontained-in~the~budget-
resolution;ﬁAgain,'it:wae*Baker'Sflegislative~strategy
group- that'urged Reagan to embrace the Dole bill.

Faker ‘made the:argument: that the Dole bill had enough
support -to:pass-in-the Serate and .stood-a' good-chance. of
getting through the House. Fuller'explains'.ffJim.[Baker]

W e S
has a good deal of influence {on ‘economic de01sions] and

“that- influence is vested-in-his ability to‘reaa—tne——————~

=
"l‘v.

political winds:-on Capltol Hill and advise the: President on

[ —

what’s do-able.””-

Do=able’’ is Baker’s-favorite term..

Cnce he deign5¢an~option~not to be-*‘do-adble,”’ it stands

S—r—

little-chance:of winning Reagan’s support:)

=< Thus, -as is SOfoten*the case, the eabiﬁet,councileon
economiCApolicy;“vﬁich'incluaes~the=Treasury Secretary and
the chairman:"of-the Council of Economic Advisers;-was
effectively circumvented in both Reagan’s-initial decision
to-support~the"budgetmresolution"and in his decision to

support the-Dole ‘tax package. Critics are: correct -in.:

~.complaining that many 1mportan;§gbonomic -decisions are

never ‘hashed: out by the cabinet council:on economic policy. -

This Is especially true-of tax-policy, says Fullery -

‘“because tax policy-became-arlegisiative-matter”“——which is

‘(\
Faker’s domain. s

e

It must be'noted;phowever,-that both Treasury Secretary
Feagan and Stockman-are members,-on-an ad hoc basis,rof
Faker’s legislatitve-strategy groap. ¥When strategy
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invnlvingfécbnomic‘poliéy“is coﬁéidefédﬂﬁy the group, -Regan
and/or Stockman are inviﬁed'to participate. The core:of ‘the
group consists-of about éight senior White House-advisers
who meet around the conference table in Baker’s office. -
They include David Gergen, -Richard Darman, -Ken: Duberstein,
Fuller, plus-Ed Meese and Mike Deaver ‘when those-two want
tb attend. Larry Speakes-occasionally is invited to the
meetings. - = - 2 |

‘Qutsiders: Fuller reports that: Reagan has not lived up to

hiS'promiée tO“meet-atrleastvonce—a~monfh with the board: of
outsidE‘econdm}stS'that‘ias headed ‘by George Shﬁlfz.-fnller
describes the 6utside group as- ' "a useful sounding board’’
for the‘President.'Still,-certain~membérs~of that group ~
have a good:deal o{-influence'onfReagaﬁ's~thinking.“ﬂilton
Friedman is=one,-fgr‘exémplé.*Reagan-aISO'respects*the
advice of a New York;economist~named'Al Kingon, who
rublishes a financial magazine. Kingon and Reagan have
known. each other for a numbder of years.*f‘The people on the
cutside have an untold impact and I thiﬁk-that’s healthy,””

says Fuller.

o ——— - —— - S —————

a4

strong factor’’ in shaping economic policy "“because he -
chairs the best.cabinet‘council.’f Desp;temStockman’s
reduced putlic cred;bility.“Reagan still résPEcts his
thinking, says Fuller. Stockméh'ﬁ-pfesénf&tions and
rersuasiveness still border on the brilliant.  *“The

s

Stockman-Kudlow team is very effective. Fuller believes

{MORE)
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Shultz will have‘iﬁfluenee oqu;gﬁiions relating to
international economics, evé;'tﬁbugh‘ﬁegan has been named
chairman of the special infarmétion group on international
trade. »

Feldstein wvas named CEA chéirman-becauSe *“he is someone
who brought with him a high degree of respect and
dredibility in the financial community.”” Whether Feldstein
carries any weightAin tﬁe;future will depend‘on.how
aggressive he is, éays Tﬁller;"‘The CEA chairman is in all
the right gfoups. The guestion is what role he chooses to
flay." Feldstein_may be influential when the

t _
administration‘begins to cut entitlement programs in- the

‘84 budget.

(END)
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FROM: RAK - White House ,
WA i
TO: MLS, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, SJF, RAK, PA, DLB,
PGH

RE: A background-only interview with Bob Sims, Special Assistant to

Bill - Clark

Sims is not optimistic that the Israelis will withdraw
from Lebanon soon after the PLO evacuation is completed;
nor is he encouraged that the Camp David peace process can

be easily resurrected in the wake of the war.

{Eiraeli withdrawal. On the timing of an Israeli
withdrawal, Sims cites the commercial benefits to Israel of
an extended occupation and the fact that ''the Israelis
need water and it's there in the Latani River'' in Lebanon.
''My guess is that the Israelis will drag their feet.''

The agreement Special Ambassador Habib is negotiating
does not include any pledges by the Begin government to
withdraw from Lebanon. While the President wants a prompt
Israeli pullout, he is not seeking to impose a timetable
for Israeli and Syrian withdrawal.

Sims adds, ''The Israelis aren't going to get out of
Lebanon unless there is a strong Lebanese government'' to
prevent another buildup of PLO and Syrian forces.

What leverage does Reagan have to induce the Israelis to
leave Lebanon? ''He has the future of U.S.-Israeli

FUTVRE
relations and all that that means,'! includingﬂﬁ?ﬁgd—

shipments, Sims says. But he seems to think the Begin

government will be influenced to leave more by the enormous
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cost of maintaining its forces in Lebanon and by ''the

political costs at home and international%i"

,Palestinian autonomy. It is Sims's impression that

Secretary of State Shultz has been leaving the resolution
of the Lebanoﬁ crisis to Habib while focusing on a future
framework for achie?ing Palestinian autonomy. Sims knows no
details of what the State Department is considering (as

outlined in the New York Times today). But he believes

Shultz will push hard for reviving the autonomy'talks and
will propose ''a new set of guidelines and proposals.'!
Reagan is not yet actively involved in focusing on the
Palestinian problem. ''He's not interjecting such a heavy
hand that it inhibits the process,'' Sims said.

In Sims's view, there is little the U.S. can do to
prevent Begin from annexing the West Bank, and such a step
would certainly complicate the Camp David process.

Shultz, Defense Secretary Weinberger and NSC Adviser
Clark have started a once-a-week breakfast session to
discuss the long-range Middle East situation and other
issues. Weinberger has considerable influence on Mideast
policy, says Sims, because so much of the U.S. relationship

with Isra%i[-is military.

IPLO evacuation. U.S. participation in the multinational
peacekeeping force probably will be limited to 1,000
Marines. The President is willing to send in U.S. troops as

the first wave, ahead of the French forces, if necessary.
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The administration had preferred that the French go in
first to avoid ''a certain image problem [for the U.S.] in
the Arab world'! and to minimize the danger to American
personnel. The presence of U.N. troops will be limited to
observers.

Sims confirms reports that the Habib plan calls for the
PLO to be dispersed to seven countries--Jordan, Sudan,
Iraq, Syria, Tunisia and both Yemens.

(END FILE - AR)
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TO: MLS, LT, JF, BFP, \sm’me Gp, DR, JG, DCB, LH, SJF, RAK, PA, DLB,

PGH
RE: Background only interview with Howard Teicher, Mideast Specialist

on the National Security Council staff

Future of Camp David process. The President has made no

decisions regarding how the admiqajtration will proceed
after the shooting stops in Lebanon, but Teicher expects
the initial emphasis to be on getting the support of
Jordan, Saudi Arabia and possibly Syria for the second
phase of the Camp David peace process. Invoiving Jordan and
Syria in the Palestinian autonomy talks would almost
certainly win the support of the ''indigenous West Bank
leadership,'' says Teicher.

The administration is not considering a radical
departure from the Camp David framework.

To encourage participation by moderate Arabs, the
administration is considering naming a new special
negotiator ''to inject a new face and a new approach.''
Teicher refuses to name possible candidates and even
declines to rule out Henfy Kissinger as a possibility, but
I doubt that Kissinger is a likely candidate.

Obstacles to Camp David. The Israeli invasion probably

R
has complicated even fg&her the prospect of bringing
moderate Arabs into the autonomy talks, Teicher says. He
further acknowledges that if Prime Minister Begin annexes

the West Bank, ''I doubt that we will have much luck
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getting anyone else involved in the peace process.!'!
Teicher does not expect Begin to annex the West Bank in the
near future,. ’

Teicher expects it to be a matter of months before the
Israelis withdfaw from Lebanon and he fears that the
Israelis may attack Syrian forces in Lebanon after the PLO
is evacuated. If the fighting stops with the PLO pullout,
Syria may be more eager to get out of Lebanon than the
Israelis, but Teicher believes domestic political pressure
will encourage Begin to withdraw. He adds, ''The Syrians
have told us they are willing to leave Lebanon if the
Lebanese government asks them to leave and if the Arab
League lifts its mandate.'' He also speculates that Syria's
decision to accept part of the PLO force was prompted by
promises of financial assistance from Saudi Arabia.

Phone Call. Teicher suggests that Reagan's call to Begin

this morning may not have been the key factor in Begin's
ordering a cease-fire. (Larry Speakes tells me on
background that the White House had received word that
Begin had ordered a halt to the bombing before Reagan
reached Begin by phone.)

In the phone call and in his earlier message to Begin
sent through Ambassador Lewis, Reagan did not threaten a
cutoff of U.S. aid, according to Teicher. Reagan regards
such threats as counterproductive. Speakes says, on

background, that Reagan again warned Begin that continued
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bombing'of.West Beirut could ''have an effecp on our future
relationship.'"

(END FILE - JNM)
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TO: MLS, LT, JF, BFP, 7 JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, DLB,

PGH

\

RE: Background-only interview with Ed Meese.

Middle East. Meese was present in the Oval Office for

the phone calls between Reagan and Prime Minister Begin,
and Reagan and King Fahd of Saudi Arabia. Fahd, who spoke
through an interpreter, warned Reagan of ''the negative
impact the bombings were having in the Arab world,'' Meese
said. The Saudi leader was no more explicit in his warning.

Meese describes Reagan as being ''very stern'' with
Begin. A White House photo has been released showing Reagan
frowning into the telephone during the call. He appears in
the photo to be reading from notes.

Reagan stressed, according to Meese, ''that there was no
way Habib could complete his mission because people
couldn't even meet'' due to the bombing. Begin apparently
agreed that the raids were hampering Habib's efforts but
told Reagan they were necessary to avenge the death of an
Israeli soldier killed last night.

Meese believes the removal of the PLO ''as a highly
organized, mechanized organization for terror'' will
improve the prospects for progress in the Camp David peace
process. He is also optimistic that an Israeli and Syrian
pullout will be achieved ''fairly quickly.''

Tax bill. Meese accuses Representative Jack Kemp of

spreading ''misleading'' information on the tax bill. Lyn
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Nofziger, Mérty Anderson and some dissident Republicans
were brought on board oﬁce the misleading information was
corrected by the President, Meese clalms.

Will Reagaﬂ get the votes for passage? ''I hope so,!'!

says Meese, declining to speculate further.

New Federalism. The President has decided he must shove
Vermont Governor Snelling éside if there is to be any
progress in his New Federalism plan. ''The key is to work
with a broader group of governors,'' says Meese. He
confirms that the President is prepared to consider major
changes--many of which will be proposed by the White House.
Meese says that the governors rejected Reagan's.earlier
proposals because of ''the complexity of the issue.''

Coppola Execution. Reagan called Virginia Governor Robb

~ because ''he thought Robb did the right thing'' igfallowing
the execution to proceed. Reagan made the same decision
when he was governor of Californig)and Meese, who was his
legal-affairs advisﬁ?, recalls that Reagan talked with a

minister while agoqging over what to do.

Soviet Pipeline. The White House may attempt to ignore

the vote by the House Foreign Affairs Committee condemning
Reagan's drive to stop the pipeline. Meese says he leans
toward ''the school of thought that [Reagan's decision]
marks a new respect that the Europeans will have for the
U.S. for doing what we said we would do.''

(END FILE - LYA/JNM)
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August 13, 1982
FROM: RAK - White House
. DXB
TOs MLS; LT, JF, BFP,\S~ y JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, DLB,

PGH

Tax Bill. Reagan: ''To begin with, this tax bill is not, as
it hég'so often been mislabeled, the biggest tax increase
in history. Thét's plain hogwash. The tax bill would raise
99 billion dollars in revenue over three years. The Socia%f
Securitxfbayroll-tax hike that was passed by the Congress
in 1977 will increase the cost to the taxpayers 112 billion
dollars over the same period. But more importantly, new
personal taxes afe only 17 percent of that 99-billion-
dollar figure. About 80 percent.of the money raised by the
tax bill will come from plugging loopholes and from better
compliance--collecting money that is already owed to the
government but is not being reported. The goal is simple
and just--to see to it that everyone pays his fair share--
no more, no less. In other words, this bill is 80 percent
tax reform, not tax increase, and is designed with one
crucial goal in mind--to raise revenue that, along with
spending reductions, will help cut the whopping federal
deficits that are keeping interest rates up and too many
Americans out of work....-

''"The typical Americén family this year is paying $400
less in taxes and’E;’next year that will amount to $788--
almost twice as much even after passage of the new tax
BilY.ssd!

Q: Are you concerned that you are being perceived as doing
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a Jimmxj@arter flip-flop on taxes?

Reagan:i?%ere is not any flip—flopwon this at all.'I;wouldw,
prefer to redgée our budget deficits by éontinuing-to'
reduce government spending. And I étill‘think that there is
more to be doné in that regard. But let me point out that,
when we submitted our budget this year, Congress refused to

even consider it. And it was based purely on spending cuts.

And, finally, after long negotiations and t?f}ggng of 17,
as it was named--the bipartisan group that met trying to

. .reconcile this problem-—it became clear that we could not
"get the spending cuts that ﬁe were asking for unless we
would agree to some increases in revenue...''

Q: Have you threatened Republican congressmen who don't
vote for the tax bill?

‘Reagan: !'No, we're not ﬁhfeatening anybody, and I'm éoing
to do everything I can to get all the’Republicans I can
into office.!'!

(END FILE--LYA)
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RE: Reagan's mini-press conference

The White House has announced that Reagan will address
the nation froh the Oval Office on the tax bill Monday
night at 8 o'clock.

Following are excerpts from the President's spontaneous
press conference in the briefing room this afternoon. The
purpose of the session was to plug the tax bill. It
underscores the belief of White House aides that Reagan
still is far short of the votes needed for passage. (Only a
small handful of reporters were present because the press
office did not announce the session in advance.) (liii?le
East
Q; Why did you wait so long to take the kind of action you
did Thursday in calling Prime Minister Begin?

Reagan: "5'. . « The sensitivity of the negotiations were
such that I avoided, as you know, anything that might
interfere with those negotiations or in some way injure
what Ambassador Habib was trying to accomplish. However,
yesterday the situation was that the negotiations were
down. We had general agreement by all the parties finally
to the arrangement, and the negotiations were down to the
logistics, the technicalities of getting the people--
getting the PLO moving and so forth, and those

negotiations, literally, were broken off by the extent of
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that bdmbiﬁg and shellingQ‘Tpé.qelegates couldn't even get
to the negotiation meetings‘aﬁd T-have to be tetr and to
say that, in m& Tirst call; ; was informed then by Prime
Minister Begin that he had ordered a ceslsation @-of the
aerial bombing‘and so, we discussed the artillery shelling
from then oif P

'"As I say, this was a matter of great concern and we
were trying to get an end to it. On the other hand, I think
that perhaps the image has been rather onégided because of
£he Israeli capabilit ;2;;/ lyi but {~

pability replying, bu n many
Ainstances-—in fact, most of them--the ceaSe—fire was broken
by PLO attacking those Israeli forcei’/. s T '

''"But, on the other hand, if we look now at the stories
.ihat are beginning to come out and that some hag been
ﬁublic, the PLO was literally a government and én armed
force in another nation and beholden in no way to that
other nation, which was one of the reasons why &ou didn't
hear more protests from the Lebanese government about the
Israeli presence.''

Q; What are the chances for a peaceful settlement?
Reagan:‘Ai'm reasonably optimistic. Now, see, I didn't say
'cautiously.' I'm reasonably optimistic about this because
I believe that this time the cease-fire is going to hold
and, as I say, the negotiations now are not the case of
trying to persuade agreement on the part of the various

parties. The negotiations are on the technicalities, the
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logistical move that ﬁust be made in getting them out. And
80, I think there's reason for, great reasén for hope.'!

Q) Has the wér.in Lebanon changed the relationship between
the U.S. and Israel?

Reagan: No, I.think I was concerned also that--the reason
for the call, that it could endanger that--the manner in
which it's being portrayed, there's been less emphasis on
the provocation and more emphasis on'the response. And,
yes, I did and have voiced the opinion that the response
many times was out of proportion to the.provocatioQJ'. o l's
But we can't deéy that the Israelis have been taking
casualties from those cease-fire violations themselves. I
think the figure now is 326 dead of their own military from
being attacked and the breaking of the cease—firijf. e oL
Still believe that this country has an 9bligation to pursue
the peace process that was started in Camp David and that

=

this country has an obligation to insure Israelx's survival
"

as a nation.'!

(END FILE - AR)





