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11 '' . h . , , 
I~!..::-21 __ ,i~-There is a ·· 50-50 :· -c ·ance, · says : ·Dul>ers tein, · 

that the tax "package :will ·clear .. Con-gre·ss bef-ore -.-th·e_ ·August 

recess,- ·scheduled ·· to "'begin on·· the .-20th • To ·J>reven t ··hi tches 

in the conference ~ommittee and to ~ ~mooth · the way :~or . 

:passage ·on -the House ···floor, ·Reagan · is· prepared . to : go -along 

with ·extending· unemployment -b·enefits ' from the· current 39 

weeks -. to e2 weeks. ·Such · a compromise · ma-y prove ··to ·.''''-be· the 

sleeper that ·gets the .bill through.'-' 'Extending · . .. · . 

unemployment · benefits ·for 13 more ·we·eks wo-uld pick--up the 

votes ot ~House members ~rom · such · large ·delegations as 

Michigan ,--',Illin·ois and .. Californi·a, .:,.Yhere- unemp-loyment is 

especially_" high. 

The White House will ~ress ~ard ~o · restore in -conference 

the approxima t-ely · 1~5 billion dollars .. in · ta:r breaks · for 

Puerto J:iico that were repealed .. in .the tax bill, and seek to 

make · up the · lost revenue - elsewhe~e. -The ~rovision -~o 

~ithhold taxes on dividends ·an~1nt-erest ·· 1s in trouble 

because of a highly orchestrated campaign by the banking 

industry. Dubere5tein · says · lawmakers ·are receivitig 

thousands · of ~reprinted pos·tcards ~~pposing _ the ~rovisiori. 

-(MORE) 
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Reagan and- Representative Jack. Kemp ·has soured ·oadly, · 

principally· because· of Kemp's : ~ppo~ition ~o the · tax : bill. · 

Duberstein says Reaga~ is · ''extremely disa~pointed'' in 

KeJT!p for ''cleverly manipulating'' · House>Republicans to 

oppose the tax- ·package. ·· Kemp argues··-that ···Republicans should 

not take · the heat by ·raising ·ta-xes -while ·the · Democrats are 

sabotaging the spending cuts -contatned in · the ·· first budget 

resolution. :Fut the ·fact is that ·Kemp simply regards all 
. . 

tax hikes as bad -economic poli~y and, ~as -a purist supply-

sider, does not believe deficits matter. ''I· thfnk· it's 

fair ·_to say that · Jack · has ·become · a prisoner ··o·f his 1 own 

ideology,'' comp la ins · Duberstein • . He · discreetly suggests 

that Ke_mp might be thinking · too ·much · about his ···own 

political -future as a ~residential ~ontender. · 

Reagan telephoned Kemp a · number ···of times and . called him in 

for more than one £ace-to-face meetin~ i~ · fut1l~efforts to 

·persuade him- t~ support the tax bill and .-the budget 

resolution. -(Kemp voted against -the : Reagan-baeked budget 

resolu't1on ·and ''walked···o·ff · the ·flo·or'' before the : outcome 

of ···the ··-vote ·was apparent,- ··angering the President and many 

of :bis :·Repu'blican colleagues~) 'While ···Kemp···ca-rrted no · votes · 

~ith him when he oppnsed the budget . resolution, he 

certainly can take addi tional :·votes ·with him when -he 

opposes the tax bill. · 

Th·e White House is ·· trying to counter Kemp's campaign 

against the tax bill ~Y stress1ng · ~eagan's eagerness to 

veto appropriations ·bills that ~-xceed ·the ceilings 

~MORE) 
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contained in : the budget -resolu-:tion .~ · In · Duberstein's -view, · 

:Republican defec·tions · ·on the · ta-x ~ bill will not endanger 

passage unless they are widespread. ·That's ·because . 

Democrats ·will .. vote ·for the tax hike in la:rge numbers ''so 

long as there is a :respectable ' Bepublican · show~n~.'' 

· N.QY~ril:£~.t~ ~-nuberst-ein asserts · that ··Repu·blicans :will ··do 

te t t er in November than generally b·e lieved. -(Surprisingly, 

Jim ~aker and oth·ers in ··recent days · also have -exp1 .. essed 

greater confidenc_e -:about the· electinn~ ) · Duberstein tns·ists 

that Republicans have a ·good shot at breaking · even·: in the 

House · istead ·of - losing" .. 20 ·-or --more ··s·eats to : Democrats. ·Ee 

cites these factors: The ~rime -ratei ·now at 15 percenti ­

will drop to ··13 percent by November; Republicans have a '. lot 

cf money to spen~; Reagan's popularity remains stabl~; t~e 

I emocra ts have -.. no -economic al tern at 1 ve- to :·offer; . and ''with 

this ·President campaigning, ·things are going · · to : ~e-very 

upbeat ••• Psychologically, things are going to :be -moving 

toward · a · recovery.~' · Republican ·House members are putting 

on a lot of ''pressure'~ ·for presidential-visits .. -to ··their 

districts ·.in · the fall, ·Duberstein ·claims. 

,. ]~f,gl!~~~-~~~~gJ:'&!~ Virtually everyone '·-1n--the ·White House 

cpposed Reagan's de~ision to disavow the '84-'85 defense 

cuts in th~ budget resolution. (Defense Secretary 

weinberger .was 'the principal proponent. ''C·ap just keeps 
.. 

coming back and back and back,'' says Duberstein~) He 

celieves Reagan's decision ''will have repercussions next 

year that in the long run are going to hurt · defense 

(MORE) 
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spending. ~ . We' re going to wind.- up ~1th . larg~r defense cu ts 

and ·smaller d-omestic cuts.'' The : . .a.ngry reaction·. among 

F.epublican · leaders . on Capitol Hill was predicted by . Jim 

Baker and ' tuberstein. -

After the administration's 1984 budget ··is submitted, -

"there's ·going · to ··be an explosion somewhere'' because 

~eagan will attempt ~o make up the ·defense cuts with deeper 

cuts .in domestic spending.···Duberstein-·believes -·support ·· 1n 

Congress for higher ·defense ·spending ·wil1 - erode ··qui-ckly 

under those conditions. · ''Next year~s - goin~ to be · an 

absolute bitch," ·says ·Duberstein. 

Already there are · signs ~hat ' lawmakers are :iosing their 

e.nthus iasm for big · increases in-:defense spend·ing. ·The 
. 

administration won a key Eouse~vote : last week to · ~a•e the 

~X missile by ·only 212 to 209. On another vote, ·a majority 

of House · Re:publi .cans · joined · in ·---voting a 1 'Jlercent ·across­

the-board ·cut _in defense .. spending. 

· Beagan, ·however ,--,shows no inclina t 1 on ·to sl-0w ·the growth 

of the -- defense budget. '."·Duberstein says that - Judge Clark 

wanted to ·involve the· Presid-ent ··personally· in · lobbying· to 

rest~re 50-m~llion dollars for · development -~f chemical · 

Yieapons. (The Rouse voted ·to delete ··the · ·funds~) Jim :Baker 

and others persuaded Reagan that ··it -was politically· stupid 

to lobby ·for chemical warfare. -

· Bg§~~~:§nA~Q~~~r~~~~ Is the -Presi~ent not ~rustrated by 

parochial lawmakers and the discursive nature of the 

legis lat 1 ve ··-process'? '-Duberstein ·-·says : ·Reagan ''truly 

(MORE) .. 
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. . .. - - - . . 
relishes the personal T~lation~hips -~nd the :·legislative 

€i ve-and-take." He would not -- spE;!·nd ·so much · ti.me in 

meetings and on · the · ~hone~ith - senators and -congressmen if 

be did not enjoy· it,-· says · ·~uber:stein. It ···is easy -- for ~ h1m to 

schedule time on - Reagan's · schedule fnr · lobbying and : other 

con·gressional -contacts .• ·-·· :·· ~ ... - ·· 

Reagan takes such an ·interest in the Hill that he often 

~atches the Bouse floor debates • on ·cable · television~ over 

lunch· in the residence. If ·a · mem·ber says·--something that 

interests him, · Reagan ··picks - up the phone and calls the 

congressmari. -~he number · of ~members~ iinirtg · up to ~ake- one­

min·ute 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 tha-t ·he· call 

Senator Laxalt on · his "60th ·· birthday recently, ·· the memo ·came 

'back -.with a n ota ti on by '.·Reagan: . "''call made. A guy ··-needs a 

little cheer when he turn-s 60. ·Take ' it -from the -voice i of 

experience.,, , Duberst·ein ··says ··that ;-Reagan ·makes similar . 

calls -to · others · on the···n111 whom ·are ·-·not··-· such ·good · friends. -

-Ia rlier· · th is ·year -he ·· inv.i ted ~ip ':O'Nei 1·· ·down ·-f or ;-luncb-1n 

the Tesidence on O'Weil's birthday. ''It was great because 

we had these · two ·"Irishmen ··together ·dotng nothing but 

telling stories and talking politics.~' ·· nu·b-e.rstein insists 

that Beagan has no hard ·--reelings toward · ·o'Neil. :Eut :-Reagan -
-

''has some problems with Tip and the ~Demncratic : leadership 

being so w·edded to a· philosophy· that has been · clea·rly 

{MORE) ... 
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repudiated •••• Sometimes -he ·gets.::.upt·igh t when · the ' Demo'Crat ic 

leadership- tries · to screw him ~ jr~c~durallt. Re ~ust ·· siis, · 

'Give me a fair ·shot.' ·'' : Rea~an :also gets ~rustrated 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 ·:got it out · of committee, · 

-why does ·it ·have to ·go -- to another- one?' '' · Reagan still 

dreams of a day when -~residents ~ould have a · line-item veto 

as he did in Sacrament6. 

In Duberstein's view, · Reagan's success as a : lobbyist · is 

due ~argely to the personal Telationships he · fosteTs ~ith 

~embers · of Congress. -When a problem arises--such as · Pob 

Michel's· unhappiness ·over the -Soviet· gas ·pipeline ·decision-­

Eeagan ·picks - u~ the ·~hone immediately ~ries to smooth 

ruffled feathers. "He doesn't · let ·problems · fester. He ·hops 

right ·on them."- Beagan also makes -phone calls when he · is 

unhappy with someone-as when .. -Republican Sena tor · Duren berger 

called the New ·7ederalism ·"J)lan a · ''fig , leaf'' ··to · cover 

Reagan's lack of · compassion -for :the ·poo:r. ·-Reagan call~d 

r-ur·enberger and _"chewed his ass,'-' · says Duberstein. 

(END) 
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I:.artially· the , PLO,'' s.ays ··s ims · (·oir·· background). :· :' 'we ·,~ail · 

realize . that the ·· PLO departure :·from·..-:Be iru t- would ·' indeed 
. . .. - ... . 

stop· the blo_~d shed.; •• Re' ·:realizes· that --most of · the ::: __ :''_: · 

at ten:tion-·. 1-5 .·-~~!1 ·.·· the_- Isra·elis~ "·: becau~e - they ' ·re winnin-g·; ' -l!ut :· 
.:.· ........ ';..__, . 

I think -his·-viev-·i-s · th·at ::· you- · - c·an~t :·say the Israelis- st·arted ··- -'-
--.. .. ·--· 

this -~~ .I -thtnk''·he ·· ·does··· see···the :- Israeli · viewpoin-t :·very:-... 
. .. . ... . -

. . - -· . - " . -·- . clearly,- in · a . ba lanced- , · way-~ •• He ... doe-s··-not_,,,s ·ee :·· i .t ·as. ·.: . _~ the.se :::· -· .. : ~;:_.~ 
,. . . - . -_. .. ., ·.:::· ' . . · ... ·· .. .. :.-. · : ... 

mean .: old ·· Is.rae li s·.-· cio ing· .thes·e·· : terrible · thiigs .... · ~ .. : '". -;'.Sims· ,~~--~-~::~:: __ ~, : .. -::~::::- · · 
• • • • • • • r • • •• · . ::• ~·-·::. · : . • :;• •-•::: • .: - · 

rem ind s of .. B·e~~an··~ ~ ~ r~sJ; -on ~~e .- :~~~t ~~ i as t · -we~k ~s ·~ :pr·e.s·~ ~ .. -:~~{. _: : -.>:~ · · · _: ~:-:_:~ _ ::~::-· ---· 

conference when he said·- that the'·.::PLO has started much :·of 

the shelling. ·sims ·also"··notes ··t -hat the closest ·. Reagan_ ~as_-:---~· 

come to - threa tenin-g :Begin not ·· to · ·.invade Wes-t_ Beirut-- wa·s- the :·:: · · 
. ·- - .. . ; . ::.··-: . 

.... - .. . -· .. 
time he warned that -- such an . invasion ~'would ·--res-ul (in _:~· -. ::: __ ·:··:· ·-

.~ - -. .. -.... -·. - ·;-:.~. :::: ~ :::· .... : - . ··: .. : ... -
[ un favor ab 1 e] .:._ rep~ rcus s ions : . -fn~QQ!igrg~~<-:-:~~c" :--'- -~-: :-.- ·:· :· ·;._ .. ~~ .. :~-: : :-:·:_:~f.-:·-=~-_:._ : -,: ~ · 

- "'!'be · one·-wild card- if the-:Isra-elis move:·into West :Bei·rut : is -
-- . ... . . . -·· . 
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August 5, 1982 

'l'o: LR 

from : DM 

For Mideast package from State, the Israelis and Congress. 

]elow: ~Q~11! on Beirut, the ~~~~=I~r~~!1_Qr!~!~-g~~-1Qg_ 

]Q!111£g1_~11~mm~, the m11112rI description of the Israeli 

attack, and the possiblity of ~£~Q!!Q~~· Also see Aug 3 memo. 

~aQ11'.i.;. 

* Secretary of State ~hg11~ at an informal gathering last 

evening with the State press corps, said that President Reagan 

~elieves the symbol of the Lebanese war is a baby with no arms. 

He must be referring to a picture this week of a maimed 

?alestinian child in Beirut, and obviously the President bas 

been affected by the television coverage of the war. 

Shultz called H~bib, "a great American hero,,, and said the 

special envoy was risking his life for his mission. Not only is 

3abib in combat danger, but his health has been bad. 

Shultz said: ''When I talked to him on the telephone last night 

you could hear the artillery in the background, he is on a hill 

l ooking down at the war, and he ~aid, 'don't tell me what is 

happening here I can see it'." 

!t 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 ~aid he hoped not: ''I've 

~en 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 

leadership in their countries and they talk to each · other." 

~ Tg~-~~~~=I2rg~ll_~rl2l~1 

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

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

* ~Q!1!1f~!!l both American and Israeli diplomats agree that 

vhat 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 Washington · i~ · holding back the invasion. 

One ·sentor ·Israeli diplomat ·sasys:· ·''The ·PLO would ·be silly · not 

to delay its depatture from Beirut or postpone it indefinitely, 

1t has no other base in ' the area to ·· ·opera te from.'' 

The Americans .on the other hand'::··are obsessed. with stopping the 
':;•t .. :::: ... ;.-... ·- " :.:: -'~·.;~. "· . . . 

(MORE) 
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PAG·E: 2 



STORY: WEST 

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 

no 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,'' say~ 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 

Begin 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, a;d the talk of sanctions and threats to Israel 

:puts · the :-- President ' i ·n· -the "ludicrous-.· pos·i ti on · of trying to save 

the PLO.', ~ . . ,-

The same offical: "What ' ·must · happen now is · a ~~!!~:g~ Q.f::_·g_l:Q~yr_g~ 

The administration ·has to d~ctde ~hat the time has come to end 

PAGE: 3 
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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 

vithdraw Habib, the Israelis are going to do it anyway and the 

U.S. will earn the same international i 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 

vill t_rigger an Israeli attack to liquidate the · PLO once and for . 

all, removing the rationalization for the sanctions in the first 

place. 

''This mess is a disaster for everyone, and God knows bow we 

get ~ out of it. The U.S. has to bluff its way•out but Habib has 

no 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 • 

. ··, . -'_ . 

· PAGE: 

. :: On:~ '·t.1l_~;;~~~!1!1!li2~fd~.· Isra¢1·1 ~ Hcijo.r.:".- General:;"Men·achem Meron· in a 
-~~/. -.. ~-:~~ .. ~~/-~:~ ,:~~I(if{tf~X~:f.~; - · -::~:~·\:. <:}~.\~:!..' · '.·~ : .. ~. ····· .... _ _. .J~;. ·' :~· . -~:_'.-~":._:~c:.~ .. :'.}~. . ·· l • • ·_:;· .; • ~·. • • 

-·· brte~ :i=itg '·ifaisi~.:te·d.': that· Israel :·has:: ·not· ·started .·:the ·· 1nvasi on ~ of 

West '':Beirut' .: 

· Th_e goai~ · : i.s'.· to ·.· get·. the PLO ,· out ,·of Lebanon, ·· everyone · wants that. 
o ~ :.. 0 '••• ··~ : . ..-• L :• • • • ·::~:··- '.', •• • 

,~~~~~~ltf ¥:11~1::;~(t~~?;;~ft,~~;1~:~~~~.~ · ;~~ . ~4~· · ~.~~t ·.' 
~·. 
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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· threate~ed and blackmailed into 

giving the PLO money and arms which are wa~ted~) 

General Meron says the PLO is always breaking the Beirut 

ceasefires in order not to have· to accept terms of a vi thdrawal 

vhich it opposes. 

In response Isra~l must return fire to silence the main 

"batteries in use. ·He says the iatest · violation came in- response 

to 2 Israelis dead and 18 wounded~ ·and as a result Israel 

attacked with 2 Brigades, or abuut 4,000 men. 

The operation had 11mited robje6tives. 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 

~oving about 250-300 yards forward in one . small area. 

The General said· that Israel's , original military aim was to 

secure the 25 mile. buffer · on· 1 ts border, and that : remains the 

,, obje.:cti;ve · ·~::But "eicountt!riing ·resistance " from the·'· PLO· .. and ·: the 
; . . . . 1 . ,;) 

Syr~ans;·:~the '.' lS~a~i~s--,. ~~d\ t.'~·- : keep . "going. In th.e · end.-.· rsrael· will 
. , . : ·.~~~ _ ·:,~;·~A~~::~·~:[~;..:~. ·.. . . : ._ ,~~?~-. · ·.·.~·.'-, · 'l ~·j_.· ~. ;<_ ' . -• .· 'T. • • • • • .'· 

vi thdravA,, anib ·all'Ow the : .. : ·re·c-~nst:ructed ·· Lebanese govern·ment. to 
. . . ... : . ' ' , , : 

guarant·e·e· the border zone, · o'nce-- the PLO cancer · · .is ·· out. 

''When .: youc·st:art· .. a m111t-ary>operat1on it is -hard to: stopt· it·,-'" .. __ . 

. :~ ·.(:• 
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scying it is far to costly in terms of casual ties. ''The PLO has 

uRderground bunkers and ammunition stores and seems prepared to 

fight on. There are also about 1,500 troops of the Palestine 

Liberation Army, (connected to Syria) in west :Eeirut. 

''There is nothing worse in milit~ry terms than to move and 

stop, just to move again, you pay the penalties without the 

benefits,'' the General said, in discounting a staged attack. 

''! ~ull assault on West Beirut should not be ruled out, it may 

force the PLO 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 

the attack comes it will be one final push. 

General Meron tried to explain the shelling of downtown areas 

o~ 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 likely to miss, and he regretted the 

damage to civilian areas. 

~hile he had aerial photographs of gun placements mixed in 

civilian areas, he.did not have one of the Hamra district where 

the Commodore, the UPI - office and the Bristol Hotel are locate!. 

(T_here· ·seems lit·tle justi-fication · for the heavy, persistent and 

obviously deliberate shelling of areas which the Israelis were 

net able to show had any potential threat to their forces. ~M) 

(MORE) 
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There seems to be little appetite in the administration at this 

time to apply them to Israel. Even those · officials who are 

furious with Begin and would like nothing more than to terminate 

all aid to Israel, are afraid 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 

ve hope that won't happen." The hill staffer says that so far 

he detects no incl!nation in the administration to apply 

sanctions but, ''that is the obvious place to start.'~ 

The U.S. ·also buys 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 debt 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 

never have to repay more in one year . than it is getting in aid. 

But the total could come out to about 400 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 old Sadat trick-attacking Baghdad the day after meeting with 

Sadat,'' says the staffer. ''But this is a White House 

operation, it is hard for the hill to take the lead in foreign 

policy in any case, and this is an election year--it is tough to 

advocate sanctions against Israel when your coming up for 

re e 1 e c ti o n • ' ' 

~ Concludes the staffer: 

''The Israelis ~re so one-tracked that they actually believe 

they are doing us a favor by liquidating the PLO, they have no 

perception · of what . our larger interests are. 

''The tragic thing is that everyone is missing the point. Who 
I 

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 Arab world will be massive when this is 

oTer. If all that happens is that our embassies are burned to 

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

(END) 
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August 6, 1982 

FROM: RAK - White House 

TO: MLS, LT, JF, BFP, SXM, JWM·, GP,~ JG, DCB, LH, SJF, PA, DLB, PGH, 

~ BK) yAw (.Y-s9) 

RE: , Feldstein announcement 

Feldstein. The President today announced his choice of 

Martin Feldstein as chairman of the Council of Economic 

Advisers. Feldstein, who 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 telling 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 bontinue 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 
f 
I 

deficit down and to ~nsure the continuation of economic 

recovery.'' 

Speakes said that Reagan believes postponing his 

vacation ''will underscore the administration's full 

commitment to early congressional action on legislation he 
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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 

redµce 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 wfll 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, Mont.t:\and Los 
' ~ 

Angeles on August 11 for political 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.'' He believes 

his program will provide a permanent solution to 

unemployment, Speakes said. 

Feldstein bio: Feldstein has been a professor of 

economics at Harva~d 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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~xf~rd University from 1964 to 1967. 

In 19~7, the American Economic Association awarded Dr. 
7 7 "7 

·.... , ' , 
Feldstein the John Bates Clark 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. 
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FROM: RAK 

!::1.!.Q.:g,!~~!s.2.t~ ''The 'President : is -·not ·-now· considei:ing 

sanctions-'' ·against · Israel, ·says Spe·akes, ''and the key 

words are 'President' -and ·'now.' '' -Military and economic 

sanctions always a re optio·ns at the '. President's disposal, 

cut the list of -sanctions · drawn - up by the State : repaTtment 

and the NSC staff is only a piece . of paper as far as Reagan 

is concerned, says Speakes. 

The ·white House wants ·th·e· w·orld ··to p-erceive that· Reagan is 

dealing forcefully ·with the Israelis. Yet Speakes concedes 

that _ Reagan's reported warnings to Prime Minister Begin not 

to · invade · West _ ~eirut lack any teeth. The · Wa~hington Post 

'tias flatly · · wrong·:~today · in asserting that · Rea·gan, . in his· 

letter this week t ·o···J3e·gin, ·questioned whether ·· Israel ·· is 

using American~eapons for ''legitimate ·self-defense." 

~bat veiled warning was contained in an ~early draft that 

the Pres id en t rejected. ·The st·ronges t · language · in the 

letter actually sent to ]egin was a ~arning that an assault 

on West ·~eirut ''would ·have an --·effect on ~ long-term u.s.­
Israeli relation~. It ·was -very ca~erurly worded," says 

Speakes. (He was ~arap~rasing ~he letter~) 

This does -~ot mean that ·· Beagan ·has ruled out imposing 

sanctions later, · but Speakes does ~ot believe ''he ever 
.. - . . ,. 

····· . {MORE) ·- ·--· 
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will go that far." In a rneeting>wi th American · Jewish 

leaders at the State Department ~today, ·Vice President Eush 

offered assurances that Reagan· i~ not now considering 

sanctions. 

The White Rouse remains optimistic that special envoy 

Eabib can arrange an evacuation of the PLO and thus avert 

the Israeli assault. For the · firs-t time, Babib is ·''wo-rking 

cut the logistics'' of ·an actual pullout. ·Speakes says 

th ere is s orne suspicion among some adm in is tra t io·n exp er ts 

that ~egin · launched his · latest- assault on ·-West Eeirut to 

sabotage Habib's effort~. 

T~!~~!11z There is near ~anic - at the · Whi~e ·Rouse that the 

tax bill will not clear the ~ouse. Reagan is putting on ''a 

full-court press'' to salvage the bill. The · fear · is that if 

the tax bill gets hung up, ·interest rates will soar again 

almost immediately. Reagan is --resisting urgings by the 

Republican leadershi~ on the Hill to go on television to 

make a direct appeal ·for the tax package. Be doesn't want 

to appear in living rooms asking ~mericans to lobby· their 

lawmakers to -raise taxes. !ut he ~~Y be forced to do so to 

save the bill. 

For now, Reagan is engaged in intensive lobbying o~ 

congressmen, mostly Republicans. -·The White Rou·se believes 

that if Republicans ·support the bill in lal'ge numbers, ·so 

'tiill the Democrats. Reagan held · two . lobbying sessions this 

afternoon with 51 House members~ ·including· Fepublican 

conservatives such cs Phil Cr~ne ·. ·S1J"eakes sat through one 

.·. (MORE) 
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cf the meetings and says that Be~gan did not change -any 

minds. 

· Reagan's · ~itch is that the tax package includes spending 

cuts; that three-quarters of the ·money ~omes · £rom · _ 

''loophole closings;'' that he -is·· prepared t"o veto any 

app-ro:pri at ions bill that ·exceeds ·the budget res o l u-ti on; -and 

that · the ta:x 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 gr~ups · · for 

support ·for the ta-,: bil1. Speakes was getting ready · to 

release a ·· letter from Paul Thayer, chairman of the U.S. 

Chambet of Commerce, ·announcing that he was breaking with 

the chamber's announced opposition to the ~ax - bill. ·Thayer 

~rote, ''Normally, I have respect for · the chamber's 

decision-making process-; · but, in this case, do ·not 

:person ally agree with the result. ·Therefore, I want· you · to 

know that I personally stand by you ··1n your effort~ ••• " 

· !Q.Q~Q!!!lQ~ .. J~2.11QX~ Reagan -·· is - very tnd-ependent-minded in 

~aking decisions . on- econ~mic polity~ No single-adviser has 

enough·· in''fl uence··-to hold ---sway·· ·or even:·J>red ict -how · Reagan is 

likely to decide an economic ·question. 

Economists and.:business leaders ·outside the administration 

bave as ·~much--and· som~times ··more--Influence- that · Treasu·ry 

Secretary Regan, et al. Reagan meets often (every - few 

weeks) with ··the ·-group ·of outside ·econ-omis-ts that was · led by 

George Shultz and ··includes Milton Friedman. Alan Greenspan, 

Arthur Laffer, James · Lynn,-~aul ·McCracken, · william · Simon, 

(MORE) 

PAG'!:' . -.. :- _ _. .. 'Z ·. 
- ..c... ·...::.... ..... 



. .. . --- · - . . , .. ... ·-
-.·.... _:· .. - . ~-:.- : ·-: ·: . :_-_ ~ · .. 

- . ··-- .. - . .. . . ·. -··:.-.':: ... -· 
-

Thomas Sowell, Herb Stein, Charls ·~alker and Walter ·· 

wriston. You will. also -·recall that it was a group from the 

Chamber of Commerce that earlieT this year persuaded- Reagan 

to reject the advice from his in-house advis-ers that he 

raise excise taxes. 

Speakes does not believe -that Shultz will continue . to have 

a major voice in · ·~conomic policy. ''He ·already =has a full 

platter'' at the State . Department. Others · in the White 

Bouse believe Reagan will ·solicit Shultz 's economic vie..,_rs 

on major questions. So, while Shult~ · may - not play a big 

role ~ on a day-to-day basis, he could ~nfluence the big 

decisions. 

In Speakes's view, Regan is clearly the dominant play~r 

i,;hen compared to ·oM:B Director Stoc·kman~ . ''Stockman is 

awfully ~ubdued. ! don't know whether he will stay around 

or not," says Speakes. Jack Kemp did - influence ·~conomic 

~olicy last year ''because he - had a constituency'' on the 

Bill. ~e may still have something. of a constituency but be 

-no longer influences Reagan's -·-economic ··-pol icy. -Kemp -

''reallly broke his plate'' in .the two meetings with Beagan ·- · -

Wednesday. (In one of the sessions, Kemp got ·into a 

shouting match · with Ed Meese. -~eagan is Toyally pissed at 

Kemp for trying to kill the · tax -bill. ''We just can't 

tolerate the ·way Kemp's been acting," says - Speakes~) 

Does Reagan want a ·-strong ·chai·rman· -to replace Murray 

~eidenbaum on the · Count;il of ··Economic Advisers? . ''Ee wants 

so!T'eone who ·is a · 11ttle ·more forceful, a · little ·mor·e 

(-MORE) 
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~illing to speak out'~ in public~ri defend - Reaganomics, and 

someone who commands ''brriad res~ect~'' This suggests to me 

that Re~gan does not want the kind of strong CEA. chairman 

who might ·urge him to reconsider his policies and alter his 

course. Instead' he ·:wan ts ,-someone·· who ·Will ' .lend . ·credence t 0 

!ieaganomics. 

There is one other key player ·-in the adminis"tration's 

formulation · of economic pol1cy who --1 s · easily overlooked: 

· Jim Eaker. Eaker makes ·no secret ~ of the fact that he 

eel ieves ·the President has not .:done : . nearly ~ enough to lower 

the deficit. :Baker strongly advocates cutting .defense 

spending ''to · lower the deficit and ~ bring · down ·interest 

rates and win - elections," says Speakes. Needless to say, 

Eaker has had scant success in ·selling-his · view ~o · the 

Fresident. ··]aker acknowledges that Reagan, ''when . .given the 

choices," ~pts for a biggger deficit instead of ~lower 

growth in · th.e ··-defense budget. -Nevertheless, ·Bake·r ·· has not 

given up trying to persuade Reagan that he must ~o -more to 

lower the deficit. 

(END) 
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largest peacetime . tax· cut ·.:in- ·.:h.is t_ory·-e:xp1ains .: a .great ·dea:l 
. . ·- . -- - .. . ·-· ·- .. ···-· .. · ·-·· - . -···:::· ... ~ -- -

about · how · econt>mic ···poltcy- fs~· fo·rmulated·· 1-n-.: ·h:ts·=.:-_· 
• . . • . ~ .;·=- .. . ' . 

. .•. 
administrati-on·;·::- ·.· .-: _ ·· . ... : .. ::::: .... :; 

-· 

· --11rs t, -some:_. h·is t·crry: ·· Aft·er-·. the ·-:·.adminis tration '-s proposed --· · 
. . -

1983 budget ··:was··.-bur1ed ·- on ·· ca-pi tol "Hi1l ~ ·the --~Prestden t ·-· -. · · . . 

became convtnced· (as the ·pro'jected ·deficit ·mounted . in ·the 

s·pring} that -- th'e: only · way he.: ·could w iri ·. from .-.. Congress . ·a .. · _-_ 
. .. 

tudget . res·o1:i:it-~ori -. ·embodyi~g -:: more . deep -- sI>_e_~_~Fng,. __ c~·t _s w~s --.- i·o -. 
.. ·-

agree· ~to what.?F.ull·er e~phemis tically ~ -call·s -:-: '_ 're~:enue .·.-. 

increases •. ' ' .5:He -.:als o feaTed--.that ·:hi·s : failure .·= to ··:a·gr.ee ·" ·t-o· 
. .... . . - . . 

revenue · in-c-rea·ses wonld -:spur ·.·Congres-s .:t:o-_·_}·epeal ·· the· third 
.. ~ --····· . 

year · of the·- ·tax _.cut -in · order·, to · bring d-own".':·.the. -def.ici t.- -.· 

' 
bad to accept · .·high-~r taxes · to ··get deeper- ·budget....,·cuts? . : 

\ 
Primarily· ·i t .-.:was · Ute · '' 1 egi slati ve s'tra~ _egy - -~r?._u_~' ' ·· u_nder . ~ - ~._ · _ 

.. 

laker, - · who·-~ always ·has ·:believed Reagan · sJiould ··do·: much : more _:~: . 

p·ersuade'. the'_'.:.:Pres id-en t ·- to .·accept · ·b. ·1glie·~·-:::·-t ·axe·s-? -~!3fari~t.ng[=;·· 
. . ·. .: -~ ·;.: _ .. :: _:;_ . :."-".. : .. _ - . . . :. ~ : : :· .:. - ··: .. :· -.-.. ::.:·. ·- . . -:.-'.: . ·· .. 

-·~-::..:.·o··:. - • .. • •· - .- .. '. .,.,.._ ;•. 
home ·this argument:· ·· The -·budget ·:·.resoluti·o~ : . that :-.·Reagan -_.:.-:~-·- · 

u 1 tima te1;:·;~.t~~~~~ ~de~-- a~d· .. ·:~-~~ -/c~ngressi-o~~i::.·~~;;~va 1-:~-~r:-:~:: :_: -~ 
. . . . . . 

included ' ·'def'icit red11ctr1on.s'' of . 380 bil_lion-d·olla·rs ' over 

three ·years-280 billion' in -. spending cuts ·_ and . 100 · billion _· . .in 

hi ~her taxes. -~bus, for -each $1 · in higher :,taxes, >Reag..an~s . 
r • ... • 

getting almost $3 in s)ending ·cuts--or at ~ leas~ this is :h~! :-
. :- . - . ·=.::.:: . : ·. . .. 

the resolu t1 n:r:1 · was sold ·· to him. · .· . -- · ·-· .. . ..... .. -··-··· ... . 
..- -· .. .. ··- ... . . 

· Once · that decisio·n was 111ade'- in· the -sp_ring, :. it ·was ·noi --·· 
. . 

dif·ficul t in the· early summer to · persuade ~ Reagan to ·. get _:·· · .. 

{ ORE
·)- ..:.-. ::. ·:-:· .. ·· : 

M .· :·')::.:.~:.·. 
.. . .. _ .. 

·- ··-

I 
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l:ehind: se;~t o; ·?-.$ ~1~-f~_,-: i ;~;-~~ b-tll}<;:'~hi~h ~~s t~il·~~ed ·: to 

implement ._the ·revenue·· increases :.contained- in · U~ e · budget · 
...... 

res olu.t io·n· ·~ - Again.-- 1i·: was ._ ]aker-~ s :.legisla t .i ve ··s0tra tegy 

group- tha t -·11rged Reagan- to -embrace the · Dole bill. · · · 
. .. . 

]aker :made ·· the ··rargument '. that .. the · Dole bill had .. enough 

supJ>ort ·· to · J>ass ·· in .. " the · Senate , and ·,-s·t ood -"·a · good · cha·nce · of 

g·etting through · the·· House. Fuller .. explains: . ~~Jim [:Baker] 
. . . . .. .. I . ---::,, 

has a · good · deal ··.: of' ·. in:fluence :{on .':econ.omic ·-d~c·isions] '._. and -

/·tna. t ~ influenee= ts ves ted -·in ··his ·ability ·to- ·read-,:: the·--- . .. . ... 

po J::i-t1cal_~ ·:.;wi_nds 1 · on ·ca.pi tol· Hill ··· and · ad vise: the :·Presi·den t · on· 
- .. - . 

. f 
• - lj 

Cnce ·be ··deigns • an·: option ~ ·not to be --''do-a·ble, ~'.it ·:stan 

li ttle ·-chance, ·of--wtnning.·Beagan's support;) · 

:;;::;::" Thus. ··as ··is · s o ,·.,of ten'" the case, ·the ~a-b i n; t ·. coun·cil : on 
. \ . .· 

economic -policy;· -which · includes the ·· Treasury Secretary and 

the ·chairman::·of -· the ·coun·cfl ·-of Economic Advisers, ·was 

effectiveiy circumvented· in both - Reagan~~ ~ init1al de~ision 

to - su])port- the ···budge_t .. res-olution -,and in his d_ec'i-sion·-- to 

support· · the·~nole · ·tax .. package•· .-~ri ti cs ,. are:.-·correc t .··in ·. -. 
. - . . .. -. · ~:-: . - -~ . -: ... : : ·~- -- .. :- . :_ -·. :?. 

..,.,,:.com la t ~man '. import-ant ·ce·eQnomic -- d-ecis~on:s ·. ··are ,,· 

never ·hashed-· out · by··· the · ·ca-bine-t council : ·on econom-ic policy . · 
"----. . 
This · is especially · true ··of tax-··policy-,- -says Fuller; - · :-· 

~aker's domain. ; 
.. . : . . 

. . . 

It ·must ·be ·noted·; -, ·however, · that ·both Treasury Secretary 

Beagan·.· and · St·ockman--·are members, ··on - an · ad·· hoc ba·sis, 1-of 

~aker's .- legislatttve,-strategy·· gr-oup· ~ ·When -strategy 

. : : ._·: (MORE ) : · -~< .. : 
.. .. . 
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-
inv·olving · economic policy is con~id._ered by the · ·group, :11egan 

and/or ·Stockman· ··are ·invited·· ·to 'p·ar"ii.cipate. ·The core ·, of ·the 

group· cons is ts ~ of··· about · ·eight se-nior ·· Wh1 te ·Bouse . advi°sers 

~ho meet around the conference - table · in Baker's · office. -
. . 

They include ,·Dav id .. Gergen.; ·. Richard Darm an, -Ken :· Duberstein, · 

Fuller, plus - Ed Meese· and-Mike · Deaver ' when those · t~o want 

to at tend •. · L·arry ·Speakes-:- ·-occasi·onally· -1 s··-invited···: to' · the 
.. . . 

·-- -· .. -·--·~ .-... - . --·· ... _ .. 
meet in gs. · ·. ·:·_.-. .-~- - : : ... =-.··=~~o:-..f~ · · :: .. --.:::: .. : .. _-· . .-:~:--:_-.::·:~_ . .:..:.~··· .:. •;.":·. : '. .:.. .. 

. . . 

·. Q~l~l~f!s-~ - Fuller ·-l'eports that .: Reagan has not ' lived · up to 
~ 

his ··promise to ··meet · a t ~ · least · -once · ·a ·:month· with -. the -··board·: of 

outside· econom1s ts .·· that ··was he-aded ·cby · George ·Shultz ; :Fuller 
~ . 

describes ·the 6utside ~roup · as · ''a useful sounding board'' 
.. . 

for the ·' ·Pre·sident. ··St-11.1, · cert-a.tn ·: memb~rs , of that · group · 
' 

have· a -good : deal o·,f · in·fluence ·· - on ~ Reagan"s · · thinking. - -M1lton · 
\ . 
I . 

- _ _; 

!riedman is ·· one., -·for ·: example. ··Reagan · ·also ··respects · the · 

advice of a New ·York- -·econom1st ·named Al Kingen, ·who 

publishes a .financial magaiine. Kingen and· Reagan have 

know9'_:· each oth~r for a number . of years. · ·_"The· ·people on · .the 

cutside have an untold impact and 1 think that's healthy," 

says Fuller. 

I~::h.Qg~~~~!]~!i~~ Treasury Secretary· ·Regen ~'is a r very 

strong fact or'' in shaping · economic policy .''because he · 

chairs the best cabinet council~'~ .Despite .. Stockman'~ 

reduced public credibility, - Reagan still respects his 

thinking, says Fuller. ·Stockman'·s - j>res·entati.ons and 

persuasiveness still · border·· on· the ·brilliant .• · ''The 

Stockman-Kudlow team is very · effective." Fuller believes 

(MORE) 
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Shultz will have .influence on '·:q·u~.S:tions rela.·ting · ·to. 

international ec on·omics, even· though~ Regan has been named 
.. 

chc.i:r-riian of the special information . gr.oup on· international 

trade. 

Feldstein was named CEA ·chairman · because . . ' 'he · is someone 

who brought with him a high degr.ee of· res:pec.t and 

credibility in the financial community.'·' , .. Wh.ether Feldstein · 

carries any weigh-t . in ·the :~,fu tu·re --will . depend. on . .how· . . 
. . .. 

aggressive ·he is; · says ·.Fuller.- ''The CEA cha.irman is in all 
_,~ 

the right groups. · T_~~ - question is .~rhat · :role .he c.hooses to 

~lay.'' Felds~ein .. may be ~ influential when. the 
4. . 

administration ' begins to cut entit.lement programs in· the 

'84_ b d t u ge • 

. .. ,; 
(END) 
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August 12, 1982 

FROM: RAK - White House 
,(}/)/ ~ 

TO: MLS, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, 'b-H-{ SJF, RAK, PA, DLB, 

PGH 

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

Bill -"j Clark 

Sims is not optimistic that the Israel i s 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. 

L::saeli 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 
r:'l/il!Rf__ 

relations and all that that means,'' including(arms ,.., 

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 
y 

political costs at home and internationall.'' 
. ~ 

/Palestini.an au_tonomy . . It is Sims's impression that 

Secretary of State Shultz has been leaving the resolution 

of the Lebanon crisis to Habib while focusing on a future 

framework for achieving 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 riomplicate 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 Israe;J' is military. 

~O 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 reprirts 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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A~gust 12; 1982 

FROM: RAK - White House a / 
. DKu v 

TO: MLS~ LT, JF, BFP, ~"fi(" JWM, 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 admi~Qj}tration 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. Involving 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 Henry Kissinger as a possibility, but 

I doubt that Kissinger is a likely candidate. 

Obstacles to Camp David. The Israeli invasion probably 
~ 

has complicated even futher 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 withdraw 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 effect on our future 

relationship.'' 

(END FILE. - JNM) 
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August 12, 1982 

FROM: RAK - White House . 

TO: 
DXIJ,. 

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

PGH 

RE: Background-only interview with Ed Meese. 

Middle East. Meese was p~esent in the Oval Office for 

the phone call~ between Reagan and Prime Minister Be~in, 

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 l~st 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, Marty Anderson and some dissident Republicans 

were brought on board once the misleading information was 

corrected by the President, Meese claims. 

Will Reagan ge_t 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 aside 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 
ti 

because ''he thought Robb did the right thing'' i't allowing 

the execution to proceed. Reagan made the same decision 

when he was governor of California~and Meese, who was his 
£ 

legal-affairs advis~, recalls that Reagan talked with a 
~ 

minister while agonzing 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 
Dm / 

TO: · MLS, LT, JF, BFP, 'S~ JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, DLB, 

PGH 

Tax Bill. Reagan: ''To begin with, this tax bill is not, as 
s 

it ha¥' so often been mislabeled, the biggest tax increase 

in history. ~hat's plain hogwash. The tax bill would raise 

99 billion dollars in revenue over three years. The Socia~ 

Securityjpayroll-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 are 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 American family this year is paying $400 
~ 

less in taxes and cr;t next yea'r that will amount to $788--

almost twice as much even after passage of the new tax 

bill .•. !' 

Q: Are you concerned that you are being perceived as doing 
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a Jimmyj':c:rter flip-flop on taxes? 
·(( J 

Reagan: ·"There is . I!~t any f lip-flop .. " on this a.t al 1. · L would_ .. , 

prefer to reduce our .buoget de.fici ts . by continuing .. t .o 
. ' 

reduce government spending. And I still think that there is 

more to be done 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 ~pending cuts. 
! 

And, finally, after long ·negotia tiOQS and thyang of 17, 

as it was named--the bip~rti~an gro~p that met trying to 

reconcile this probiem--it became clear that we could not 
. ' 

· get the spendi~g cuts that we were asking for unless we 

wo~ld agree to some increases in revenue ••• '' 

~ Q: Have you threatened Republican. congressmen who don't 

:Vote for the tax blll? 

' Reagan: 1 'No, we' re n()t threatening anyhody., and I'' m going 
.I 

to do everything I can to get all the Republicans I can 

into office.'' 

(END .,FILE--LYA) 
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August 13, 1982 
' 

FROM: RAK - White House ~ 

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

PGH 

RE: Reagan's mini-press conference 

The White House has announced that Reagan will address 

the nation from the Oval Off ice 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 

Q; ' Why did you. wait so long to take the kind of action you 

did Thursday in calling Prime Minister Begin? 

Reagan: '') • •. 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 bombing and shelling~ ·· Th~ delegates couldn't even get 
~ ' . ' . 

. . 
to the negotiation meetings and I have to be fair and .to 

. ' 
say that, in my first call, I was informed then . ~y Prime , 

Minister Begin that he had o~de;ed a . ces0sat ·f~n ~ o.f the ' 
\ 

aerial bombing and so, we discussed the artillery shelling 

from then orj . • • 

''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 onesided because of 

the Israeli capability 
A-J./ ,.. 

CHHVreplying, but in many 

instances--in fact, most of them--the cease-fire was broken 

by PLO attacking those :Israeli forces/. • .• 

''But, on the other hand, if we look now at the stories 

:· 'that are beginning to come out and that some hai ~een 
' public, the PLO was literally a governm~n~ and an armed 

force in another nation and beholden in no way to that 

other nation, which was one of the reasons why you didn't 

hear more protests from the Lebanese government about the 

Israeli presence.'' 

Q; What are the chances for a peaceful settlement? 

Reagan: J!.t,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 must be made in getting them out. And 

so, I think the~e'~ reason for, great reason for hope.'' 

o: Has the war 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 .yrovocationJ ..• 
/ 

But we can't deny that the Israelis have been taking 

casualties from those cease-fire violations themselves. I 

think the figu~e now is 326 dead of their own military from 

being attacked ·and the breaking of the cease-f irej. • I 

still believe that this country has an obligation to pursue 

the peace process that was started in Camp David and that 
~ 

this country has an obligation to insure Israel\'s survival 
~ 

as a nation.'' 

(END FILE - AR) 
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