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April 1, 1983 

FROM: RAK - Santa Barbara 

TO: MLS, LT, JF, BFP, GP, DXB, DAW, JWM, DR, JG, DCB, LH, SF, RAK, PA, 

DLB, PGH 

RE: White House update 

F-16s. Larry Speakes said today that the President decided 

last June, at the time of the Israeli invasion of Lebanon, 

that ''it was not appropriate'' to go ahead with the 
~ 

scheduled delivery of 75 American F-16 fighers to Israel. 
A 

The situation in Lebanon has not changed appreciably enough 

for Reagan to reconsider his decision, Speakes said. 

Although Reagan said in Los Angeles on Thursday that he 

was barred by law from shipping the planes, Speakes 

stressed that the administration had made no official 

determination that Israel is in violation of the arms-

export control act because of its invasion of Lebanon. 

Speakes said, however, that ';)fe do not believe it would be 

consistent with the spirit of the law'' to go ahead with 

the shipment. 

Reagan has approved the shipment of sidewinder missiles 

to Israel because, Speakes said, the missil~, unlike the 
A 

fighter planes, can be used only for defensive purposes. 

Unemployment. The decline in civilian unemployment from 

10.4 percent to 10.3 percent and the increase in the 

average work,,....week from 38.9 hours to 39.6 hours are 
~ 

''extremely encouraging signs that the recovery is 

progressing,'' Speakes said. 

Soviet Union. Speakes confirmed a New York Times story 
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about a meeting between Reagan, Secretary of State Shultz 

and Soviet Ambassador Dobrynin about six weeks ago, but he 

declined to say what was discussed at the meeting. 

The White House still has received no official response 

from Moscow to the interim arms-control proposal. It is 

expected that Soviet Foreign Minister Gromyko will detail 

the Soviet position at a press conference on Saturday. 

NSC aide Bob Sims says on background that there is a 

fair chance that Gromyko will not flatly reject the U.S. 

proposal. Gromyko will sharply criticize the U.S. offerAbut 
/ 

he fuay well leave open the door for future discussions 
~ based on Reagans compromise. 

[Note to JF: Sims says the date for our interview with 

Judge Clark cannot be changed.] 

Motor cycles. Later today the White House will release a 

presidential order modifying an International Trade 

Commission rule imposing tariffs and other trade barriers 

on imported motorcycles. 

(END FILE--LYA} 
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,/ 
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TO: JF (~LS, LT, SJF, AOK, JNT) 

IRC~ : RSI 

PE: ]rookings defense budget presentation 

DATE: 5 April, 1983 

OPR :RSD 

analysis cf the 1984 budget. The defense section was given by 

;04/06,09:14 

William W. Kaufmann of M.I. i ., an ex-Pentagon aide who for years 

wrote the Defense Secretary's annual posture statement. 

Kaufmann outlines a less-expensive alternative to Reagan's 

rear~ament plan, one of the rrost thou~htful moderate-liberal 

national security blueprints yet. He also suggests that efforts 

to radically alter Reagan's military buildup are futile. 

HIGRlIGHTS--

• Despite vocal opposition to the defense budget, Kaufmann 

says that ''it wouldn't surprise me at all'' if Congress gives 

Reagan most of the 10 percent increase he wants this year. 

~ Reagan's plan for an average 7 . 3 percent annual real 

(MORE) 
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growth cf Pentagon spendin~ in '84-'88 could be cut back to 4.5 

iercent to 4.9 percent withcut doing harm to national security. 

The lower target would save 155.4 billion dollars. 

~ Reagan, to sell his defense program, is manipulating 

figures tc show Russia to be stronger. The president is painting 

'' ,, '' i t ,, Moscow as being malevolent but pat en • 

* Reagan's defense program, pegged at 1.8 trillio d.c.llars 

over the next five years, cculd actually cost G00 billion more 

than Ilanned as a result of large weapons purchases. 

~ The ~X and B-1 could be cancelled without hampering U.S. 

second strike capability. In fact, even without them, the 

nu~ter of U.S. warheads available for second strike would go up 

over the next decade. 

~ By 1990, ~oscow may be able to fi~ht simultaneous wars in 

EuroJe, the Far East and Mideast . The U.S. , instead of preparing 

for this threat, is adoptin? ''a more luxurious version'' of the 

old cne-and-a-half-war strategy. 

(MORE) 
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IN ~CRE DETAil--

~Y!lQQ!_!n_~Qngig~~~ Kaufmann is pessimistic that Congress 

actually will rr.ake significant cuts to Reagan's 239-billion-

dollar defense bud~et. In the end, he says, Reagan and 

Weinberger may ''score bi~'' si~ply by .refusing to go along with 

cuts in weapons pro~rams. ''I think they are just waiting 

Congress cut," says Kaufmann. ''They (lawmakers) can't agree 

amcng therrselves on where to cut. I have no illusions about 

their ability to make the hard decisions." Asked if he could 

envision Fentagon spending increases in the 8 to 9 percent 

range, instead of the 5 percent everybody is talkin~ about, he 

says ''rt wouldn't surprise me at all." 

The adrrinistration, says Kaufman, has Congress ' ' over a 

tarrel." Nobody wants to cut readiness and manpower pay. ~ut 

the Pentagon must take the lead on weapons cuts, and Weinberger 

refuses to play ball. ''I wouldn't blame Congress for saying 

'That's just too hara.' This is where the President and 

We1noerger have an advantage. They can just stonewall this. 

(MORE) 
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STORl:KAUFMAN 

Congress is in a terrible bind." 

~IQQ!!~g~-~!l~!Bs!!!~~ Kaufman's analysis shows that the 

Fentagon spending ~lan for 84-88, set at about 1.55 trillion in 

£~!!~l~' could be reduced to 1.39 trillion. A second proposal, 

cne that rrovides a little more ''insurance," comes to only 

1.42 trillion over the same period. In both cases, the spending 

reductions could be achieved by cancelling or stretching out 

production of weapons that are either unnecessary or would 

merely duilicate other arms in the inventory. (Details of that 

belcw.) Far from detracting from national security, he claims, 

the ~ere rr.odest defense program would actually enhance U.S. 

~ilitary capability. ''It's one of those rare occassions when 

you can do more for less." 

Kauf~ann also warns that the Reagan program, if bought in its 

entirety, will probably cost another 200 billion dollars. The 

administration has bought so many new weapons that greater costs 

are inevitable. This, he explains, will result not so Much from 

cost overruns on the weapons themselves, but because all these 

(MORF) 
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new weapons will cost more to operate than is currently planned. 

He says procurement must be cut to balance things out. 

!b~-R~sg~~-!!~~=fl~m_Q~-g~f~~~g~ Ka~fmann charges that Reagan 

is ffianipulating figures to paint a dark portrait of Soviet 

IOwer. All the measures used by administration officials are 

either ''~isleading or irrelevant.'' 

there is the so-called ''investment gap.'' Russia may have 

outspent the U.S. on military hardware during the past 10 years, 

but over the past 25 years the U.S. has a slight lead. This, 

Kauf~ann says, is important because of different military 

investment strategy. The Soviets build new weapons that are 

slightly better than their predecessors. The U.S. accomplishes 

the same thing by upgrading weapons. Example: The B-52, which 

has been almost totally refurbished. ''It's not accurate to say 

the B-52 1s a 1962 airplane. It's more like a 1978 airplane. We 

~ake it a~pear that they are producing many more new reneration 

ar~s when they are not." 

Cverall, the Reagan administration is giving confused signals 

(MOP.E) 
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about the Soviet Union. ''They say that there is a very 

malevolent Soviet Union, but at the same time it is very patient 

and fcrbearing--in other words, they'll let us build up.'' 

''If ycu really believe that there is a malevolent Soviet 

Unicn, straining at the leash, there ls a whole series of things 

we could do that would increase our military power very much 

rather quickly," says Kauf~ann. These include putting more SAC 

bomters on alert, sending more strategic subs to sea, going to 

conscription and mobilizing the reserves. '' None of these 

tnings are being done, and frankly, I don't see why they should 

be dcne." 

~lr~l~g!£_fQt£~§~ Kaufmann calculates that, over the next 

five years, Congress could safely cut 5?.4 billion dollars out 

of the strategic force buildup. ~X could be scuttled because 

the U.S. doesn't need two hard-target killers. That function 

could be carried out with the Trident D-5 missile. He says the 

~-1 also should be cut. The U.S. is building the ~-1, two 

versicns of the Air Launched Cruise Missile and the Stealth 

(MORE) 
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bomter. ''We don't really need four different ways to penetrate 

Soviet air defenses," says Kaufmann. 

What the U.S. clearly needs is a ''powerful second strike 

ca~at111ty'' to enforce deterrence. Today, accordinr to 

Kaufmann, even a 95 percent wipeout of U.S. ICBM's would leave 

Washingtcn •1th 3,300 to 5,400 retaliatory warheads. ~Y 1988, 

the tctal would be even higher: 4,600 to 7,500. ''I would hardly 

call that a window of vulnerability." 

~Q~!~9!!Qllg!_fQr~~~~ Kaufman calculates the U.S. could save 

76.4 billion dollars by cancelling or stretchin~ out ground, 

tactical air and mobility forces over five years. ''I sense a 

lacg of disciiline at the OSD level, where they haven't made the 

hard chcices. This is the hot rod version of the Carter defense 

1rcgrarn. Tnere's nothing really new, just more redundant.'' 

Kauf~ann Joints out that the U.S. has four tactical aircraft 

programs going: The F-14, F-15, F-16 and F-18. ''Some choice 

should be made there." He suggests scrapping the F-14 and F-

15. Also, the U.S. has four close-support aircraft on the 

(MORE) 
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asserr.by lines: the Apache helicopter, the Harrier jump jet, the 

A-le and the A-6. Fe suggests scrapping the Harrier and slowing 

down the rest. Kaufmann would also cancel the new aircraft 

carriers and support ships--33 in all. He claims they just are 

not needed for the kinds of wars the U.S. is likely to face. 

may be totally overlooking the greatest dangers of the late 

1980s. Ey that time, he claims, the Soviets may have become 

efficient and flexible enouf h to mount attacks in all three key 

theaters--Europe, the Far East and Persian Gulf. Right now, 

~oscow would have a hard ti~e doing this. By the late 1980s, 

they may be able to do it. ''It is not likely but not 

imilausible'' that the Soviets could do this. Thus, we ought 

to go less fer quality and ~ore for quantity so that there is 

rr.ore flexibility. ''I'd trade in some of the quality for more 

numbers.'' Rea~an, Kaufmann says, see~s oblivious to this 

aanger. ''It's worth taking out insurance. The Reagan pro~ram 

doesn't de that." Instead, Reagan 1s building a ' ' more 

{MORE) 
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,, 1 luxuricus version of the 1 and a half war strategy --that s, a 

~odern, heavily armed but very small force. 

Kaufmann's answer is to invest many ~ore billions in the 

national guard and reserves, so that American force structure 

could be expanded quickly tc cover mu~tiple contingencies. He 

would scrap the expensive airlift programs and instead build 

~uch rr.ore fast sealift because only sealift could provide the 

necessary tonnages. Conventional defense of Europe, he said, 

also could be greatly enhance without spending a great deal more 

money. Relatively simple fortifications and earthworks along 

the inter-Gerrr.an border, he claims, would greatly complicate the 

Soviet task. 

(END) 



!3'T ORY:PITTSBU 
FMT: 

QUEUE::-JRD-NRD 
HJ: IN I: ~ P R :PA E 

TO: MLS, LT, JF, aFP, DR, JG, GP, La, DXB, DC3, J~M.~ 
FA , P~li, sx~, DLB, DAW 

FRC:--A : RA.i 

Cc arriving 1n Pittsburgh, Reagan was confronted by 

perhaps the most hostile reception he has facei since 

ta~1ng office. ihat was stri[ing about the Pittsburgh 

~e~onstrat1on was the intensity of the anger ani 

f rustration directeQ at the President by the Protesters. 

Most of the 4,000 or so deTionstrators were laid-off 

steelworKers who gathered in a cold downpour at Point State 

~arK across fro~ the ffilton Hotel •ere Reagan spoke. As we 

approached the hotel in the Tiotorcaie, a loud chorus of 

boos ani jeers went up fro~ the crowd held bacK by police 

barricades. The limousine carrying Reagan ducked into an 

un derground garage instead of stopping in front of the 

~ernonstrators at the main door of the botel, where the rest 

of the motorcade stopped. The protesters were threatenin~ 

enough that the German she?herds held by the Secret Service 

agents were agitated and barking! 

For a while the iemonstrators chantei ''ie ~ant jobs,'' 

and held up signs saying, ''Feed the hungry, not the 

P 
,, 

entagon, ''Reagan, we're fed up to our keisters," ''~o 

U.S. intervention in Latin ATierica,'' ' ' EKA now," and 

''Freeze now." But before lon5, the crowd got mean an d 

s tart ed c hantin g , ''we want ff1nckley," ''Red gan sucks,'' 



ani ''Out the ioor in '84, R~a~an you whore." aundreds in 

th e crowd of mostly Tien hel~ up their Tiiiile fingers when 

the motorcaie left. 

The u nemploy~ ent rate in Pittsburgh now stands at 15.2 

percen t, co~pared to 7.2 percent when Reagan last visited 

the city i~ Cc tober 1980 as a presidential caniidate. In 

nearby Beaver County, the une~ployrnent rate is 26 perce~t, 

largely because the Jones ~ Laughlin Steel Corporation has 

laid off most of its worKers. 

Many of the unemployed wor~ers in Pittsburgh were fro~ 

Aliquippa in Beaver County. They showei considerable 

contempt for Reagan's notion that the country ~ust retrain 

worKers in smoKestac~ i~dustries for jobs in high-tech 

iniustries. Making that point was the purpose of the trip. 

Re agan spoKe to the National Conference on the Dislocatei 

~orKer (a group of business and labor leaders tryin~ to 

match workers with jobs} and visited a Control Data 

institute that is trainin~ ~en, mostly in their thirties 

who have worked in the steel industry, for computer Jobs. 

One of demonstrators, Greg ?encosky, 24, who said he was 

laid off three times from jobs in the steel ~ills, said: 

''I went t~rough four years' app~enticeship ani three years 

of college and he wants ~e to be retrainei ••• ~hen he wasn't 

in office, I was working." 

From the Wh ite House perspective, the Pittsburgh trip was 

yretty ~uch a fiasco from beginning to :na. Even when 

Re agan was with the small group of computer students at 

(~ORE) 
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Control r ata, a ~an stoci up as the ?resident was leavin~ 

en1 gave hl~ hls resume, asKlng for help 1n fini1ng a job. 

The scene made goo~ film footage for tne television 

r-e tworKs ~ut it hardly reinforcei the iiea that Rea~an's 

ecor.o~1c progra~ wlll cure joblessness. Ana in response to 

a stu1ent's question at ~ontrol Data, Redgan was forced to 

state hi s op~os1tion to a new entitlement Program proviiin~ 

~edical insurance for the une~ployed. 

I suspect that Reagan won't go back to depressed 

iniustrial cities anytime soon. It 1s sign1f1cant that many 

of the blue-collar union wor~ers who votei for Reagan in 

19~0 now have turne~ soliily against hin. This trend 

un1 oubteily is exaggeratei in a one-1ni~stry town like 

?ittburgh where steel jobs have ieclinei sharply. But it is 

clear that Reagan bas a long way to go before he can ever 

exoect to attract lar~e nu~bers of union votes again. 

(END) 
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MA:f.0 FMT: 

.. ,,;:.;,;: .. __... ---- . . 
QUEUE :NRD-NRD.:. •·. 

RJ: . INI: 
'1S G: 

OPR::BW 

TO: MLS, LT, JF, BFP, DR, JG, GP, La, DCB, DXB, JWM(9 

PA, PGH, sx~, DLB, DAw 

FF.OM: F.AK at the White House 

RE: REAGAN BLAMES THE PRESS 

The President's frustration over his defeat in the Senate 

Budget Committee emerged today 1n .the foiTI of Larry Spea~es 

attacKing the press for ''~ steady ~ruTibeat of negative 

th.ought on the. defense- budget." . 
. . . 

During the iaily briefing, 3peaKes used 

uncharacteristically strong terms to criticize ''the 

domineering force or the Tieiia." He carefully avoi1ed 

cr1t1c1zing directly the Budget Committee or other ~embers 

of Congress. 

''There's a pervasiveness in the press that defense is not 

necessary," SpeaKes sald. '' ••• ! don't think this defense 

thing is getting a fair shaKe in the me11a.'' He accusei 

the press of 
,, 

a knee-jerk reaction that there is 

cons1ierable waste in the iefense . budget." The 

aiministration has saved 6~ billion dollars 1n defense 

spending over five years through better Pentagon 

~anagement, Speakes said. 

The only t1Tie the Soviets have been v1lling to negot13te 

in good faith on arms-control, said Speakes~ is when the 

U.S. has shown deterTiination to ~atch the Russian military 

buildup. SpeaKes's 1Tiplication was that the A~erican news 

~edia are sending the wrong signal to ~oscow. But he 

( l.10R 'F. \ 
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·. 

refused to say that the Buiget Committe~ sent the wrong 

signal to the Soviets when 1t cut Reagan's ~111tary­

spending increase to 5 percent. 

Although Speakes refus~i to linK his rematks today with 

F.eagan's budget defeat on Thursday, the purpose of his 

cr1tic1s~ was to make the press scapegoats for the Budget 

Com~ittee vote. 5pea~es also insisted he was not told to 

attacK the press today. ''I have a mini Of my own ••• I Know 

what the President is thinking and I try to reflect 1t to 

you ••• This 1s a view that the President has expressed 

several times in past weegs and montbs •••• He thinks there 

i s a steady drumbeat of negative thought (in the press) on 

the defense budget.'' 

(END) 
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TEE IOLLCWING ITEMS COME FROM A ~ACKGROUND INTERVIEW WITH 

I!VII GERGEN: 

~The ~bite Ecuse is leaking word that Richard Wirthlin's 

letest ioll _sbows a ~~13-~oint s~ing'' in p~blic opinion on 

cefense spending since Reagan's star-wars speech. 

*After the Senate committee defeat, Reagan authorized " Jim 

]aker to negotiate a comprorr.ise on defense spending. 

• Reagan's star wars proposal is being swept under the rug. 

• The White Eouse hopes to engineer a Senate filibuster on 

ttiviuend withholding repeal, ~ut ''we're not there yet." 

* Gerr.en is fearful that the Republicans emerged from the 

Cnica?O mayor's race with a ''heavy tinge of racisM." 

f9l!~~Pclli~g coDducted by Richard Wirthlin between April 

7 and 10 1na1cates that Rea~an's recent speeches on the 

5Ubject cf defense have bel~ed to alter public o~1n1on. 

iorty three percent now want to increase defense spending; 

41 percent want to cut 1t. This compares to 35 percent for 

~ere ana 46 ~ercent for less · in a similar poll taken in Mid-
-

~arch. ~eagan's overall aIJroval rating has recovered too. 

In late January, it ~as 44 Iercent positive, 50 rercent 

negative. By !eburary, it was 49 percent positive, 47 

Fercent ne~ative. And by mid-March, it ~as 50 percent 

JCSit1ve, 46 ~ercent negative--where it now reMa1ns. Gergen 

attritutes this to the turnaround in the eccnomy. In his 

handling of foreien affairs, Reagan's rating in late 

(MORE) 
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· January was 45 per~ent positive and 40 ¥ercent negative. It 

fell to 41 percent positive and 49 percent negative in mid­

rarch. · The last survey found his approval rating on foreign 

affairs was 44 percent positive and 48 percent negative. 

t~r~~l~· Although the outlook · fer Reagan's policies on 

Ca~itol Rill looks pretty bleak •. Gergen thinks he can 

emerge with a · ''mixed record--noi~ juit a string of 

defeats." The Adelr.an nomination might be saved--with the 

nelr cf scme heavy· lobbying b1 ·George Bush. The f~eeze 

moverrent rright be amended. xut funding for Central America 

1oses is a tough. challenge, and the defense spending issue 

will be even tougher. Gergen acknowledges mutiny among 

P.e~ublic ans. ''I would concede to disaffection on the 

Fe~ublican side.~' he said. ''When you are on a roll they 

tEnd to support you on everything, no matter what it is. 

Our su~~crt is going to be ~ere selective.'' Gergen refuses 

cr1t1c1z the ~ational Security Council staff for 

engineering the defense spending defeat. Ee notes that 

Faker is now ''the negotiator'' with Congress. Why wasn't 

Eake r invclved earlier? ''Re didn't have the ne~otiating 

autbcrity." Gergen has been 'encouraged by . ''public 

receJtion'' of the r;x report, even thou gh the reaction in 

Congress bas been mostly negative. Rearan will endorse the 

MX reiort next week, after the freeze vote. ·Gergen says he 

ha s nc idea hew they wi ll handle questions about the window 

cf vulneraJilitY• Although Feagan has firmly decided to 

veto a withholding repeal measure, he's hoping that Senator 

(MORE) 
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tole can 1ut to~ether a filibuster. -

~![~-~2D1t2l~_The White House has not ruled out citing 

the Scviets with viclations of SALT. But the idea is now on 

the back curner. leinberge~'s announcement of ''confidence 

tuilding ~easures'' was substituted for the · SALT statement. 

§~st-~§I~~-Asked about the future of Reagan's star-war 

rrc1csals, Ger€en said he vas suprised by Veinberger's 

speech on the subject this week because it was his 

unnerstanding that the administration does not intend to 

iUrsue it. : ~'It's not something that we'll give a big push 

to," he said. The budget already contains 1 billion 

dollars a year for star wars research. No increase is 

anticipated. But Gergen notes that . Wirthlin's recent polls 

indicate the idea ''had some credibility." Thirty~two 

percent agreed with the statement that the idea won't work; 

t5 ~ercent disagreed. 

~91!~-E~Y~£-!~!£~~-Wh1te House personnel-chief-to-be 

. John Earrington has finished his review of the press 

c~eration. Ger€en ackno~ledges that Harrington proposed 

splitting the press office and co~munications departMent--a 

plan that would sap Gergen's · power. He says the plan was 

no t give n ''serious consitteration." Harrington concluded 

tnat Larry Speakes should have more access to the 

Fresiaent. Gergen cla1~s to agree, even though he's the o~e 

~ho bas cut Larry out. Gergen also triett to plant with us 

the runor that ~~rk Weinberg, one of his critics in the 

rres s cffice, 1s a candidate for dismissal. This seems 

(MORE) 
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· unl1Kely. !s Gergen says of the overall report, ''I wculd 

ce surprised if anything comes of it . ~' 

· --~~!£~gQ~ ''It was ~he best GOP showing in Chica,o in 50 

years," notes Ger~en. He sees it as a good indication that 

ReafaD can carry Illinois in 1984 • . ''I just pray that we 

ca~e cut cf this without a beavy tinge of racism." Ee 

notes that the White ·House and the Republican National 

Corr.~ittee remained as distant -as possible. 

]~:~l~~l1£E-~2ffi~s1g~~-There's been no change in the plan 

for Beagan to announce his re-election effort around Labor 

Iay. Gergen denied a report thi~ week that the President 

would go to New Hampshire for the announcement ·on September 

: 1. ·1nat was just an idea being advocated by one person in 

the White House. 

!sls~gr~_Volcker's . chances of being reappointed remain 

unchanged. Even though mos~ recple in the White House want 

to at~oint ''our own man," Volcker still has a ''serious 

chance." It sounds like blackmail to me. ''He's making the 

right moves'' to get reappointed,'' says Gergen. ''The 

wro~g rrove would be to drive up interest rates and chock 

cff the recovery." 

EnY1r2nrr~E1~1_§~~~£~~-St111 no progress has been made on 

the environrrental speech. It's at least 4 weeks away. 

(END) 
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Meese's ultra-conservative views were showing through 

ratter bluntly, particularly on foreign-affairs. 

~1£~r£5~~~ He was sharply :ritical of th= 3oland 

e~ end~ent, asserting that such legislation ties the 

Pr es11ent's han~s in the :on1uct of for=ign policy, for 

v 
3JF, 

which he ha s a clear-cut responsibility . ~eese is i nceLse1 

tbat law~akers are using the Bo lanQ a~ en1~ent to publicly 

~uestio n ani debate the ai~inistration's covert sup~ort for 

the Contras. 

Ee saiQ: ''de're not v1olatin5 the law • •• even tho~gh we 

di sagree with the law •••• ~ e don't thlDK the BolanQ 

2~e~d~ent iS a very good tb1n5 • •• It's t~ e Pres1ient's 

res po nsibility to conduct f oreign policy, and lirnitatio ~ s 

en t h~ t by t he congress'' are har~fal . The Bola r, d a~eLd~ent 

'' r reates all kin~s of probleTis • • • It maliie s t he ~aters in 

[t he Pre sident's) clear-cut responsi bil ity in carryin g out 

f orei gn pol1cy • •• • ~e have a TIOral ri gh t to io what we're 

- 1 i '' 1 , , 10 n ~ n ~ cara~ua. 

~E~!~i!_!r~~!~~ ''ro us it's a l~o st ! L irrelevsncy in a 

~ens e , because it's not goin5 to affect policy." The 1elay 

on a final vote in the ?.ouse anc the 0Tien1~ents t ha t tave 

been offerei ''illustrate the confusion in the ~inis of t he 

( '.'10P.E ) 
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people proposin~ to vote for the freez= . " 

~Q!~fl_ll~i2u~ When as~ei why tbe ad~1n1strat1on has such 

poor reletions w1th ~osco~ , ~eese respo~i~i , '' t e coulj 

have perfect relations wlth the Soviet Jr.ion 1f we wa nte1 

to forfeit the future of the free worli." 

Congression3l approval of the MX woul: provide the i~petus 

for the Soviets to bargain on S~~RT, but the prospects of 

~etting an arms agreement are better for inter~ediate-ran~e 

Ti1ssiles . ' ' As we get closer to the deploy~ent date .• • there 

~111 be ~ore incentive for the Soviets to bargain in gcoi 

faith." 

~eese repeated the Wirthlln poll figures given to us by 

Gergen which s~ow an overall i~provemen t of 13 points !n 

the ~ercentage of ~eoPle who believe more shouli be spent 

en defense . 

~~~l]fil!~ Meese expects the Senate to conf1r~ Kenneth 

&1elman. who is ' 'one of the outstanQ1n~ national-security 

experts 1n the country ••• He ~nows what ~e' s ioing • • • Re cor. 

provide leaiersh1p." 

~~1:~~ Meese iefends the latest rift ~1th Pekin~ by saying 

that t he ai~inistration ~ust ' ' stani on prin:iples'' in 

su~h Tiatters as support for Taiwan and granting as ylu~ to 

''pcliti:al refugees ." ~egariing Chinese te~nis star ~u 

Na: ''I 3Sk you, what wou11 have beeL t~e outcry in th!s 

country if we ha~ ione the opposite?'' ~ e adi s , ''The deal 

carter· ~ot with China was a 11 s aster." ?residents ~ i z o n 

and Ford could t2ve haa the same deal if they ~ad beeD 

(MOKE) 
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~illin~ ''to ~1ve a*ay'' Tai~ao. ''I don't thin~ (C:rterJ 

t a' to give up on Taiwan as he d1d .•• PerhaPs disaster ls 

~1~£~_!Q!~r§~ Is the ai~1r.istrat1on concerned that Earold 

~as~1n~ton 's election wi ll ~ob111z e olack voters ~ h o will 

op~ose ne agan in 1284? ''Ther e are per:: ptions that are 

i~correct in the black co~~un1ty, fostered in part by so~E 

of the bl ac~ leaQers for their own purposes." Meese sa11 

he has see~ some black leaders meet with t he ?resident lu a 

r ord1al a t~osphere an~ t he~ within a matter of days , 

''t hey 're out blastin g t he Presiient." Doesn't t his s~ell 

t rou ble for Reagan if he run s again? ''As the economy 

l:nf) roves, [blacKs'] situa t i on will improve, too." 

hg~~~Q~~-~~=~l~£11Qn_1~~1~1QIL:. '' r t~ink if he hai to TiaKe 

the Qe:ision today he wouli iecide to run ••• r 1on't t hin! 

whe t her the economy is up or iown ~ill be a definitive 

poi~t . '' Tte decision will be bas ea on ~ott n er P. ea ;an 

thi~KS he can acco~pl1sh ~ore muriLg four more years . 

(~ N D) 
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~11.Sl~_Ia~l~ Si~s left Tie with . the lTipression that the 

a:hiinistration does not beltev_e -1ts ·own public 

pronouncements that the Reagan peace initiative is alive 

and ~ell after the collaps~ of negotiations between King 

Hussein and !asser Arafat. At the very least, the ihite 

Eouse certainly loes not now expect any progress 1n the 

K151le East in the short ter~. ''I woulin't want to assess 

the prospects'' for progress in light of re:ent 

a evelo~~ents, Sims says. ''It's clear that we still have a 

deep :et~r~ination to see~ peace •••• Starts and restarts are 

part of the history of [peace negotiations in] t~e ~iddle 

East •••• That's no reason to think that ~e are nowhere.'' 

The Wh ite Ro use is not at this time preparing any new 

ir.itiatives to revive the peace process. 

Si~s also gives a more sober report of the Presiient's 

phone :orrvers2tions with the four trab leaiers than did 

f ea ga~ . The ? resiuent said he receive' assura nce s fro~ 

Mu baraK, E~ssan, ~1ng Fahi ani ~ussein that the U.S. ~ea:e 

plan still prov11es a basis for negotiations. 31ms sa ys 

Eee~an's mess~ge to the Arab leaders was si~Ply a very 

vauge, ''Le t's Keep wor~ing on the issu:s," while t he 

Arabs respondei that they would not g1v: up on the search 

( !'1Gfi..E} 



...STOt! : SIMS 

~~~111~ The Secretary of State 1s g1vin~ serious 

ror.s11eratin to mak 1ng a trip to the M1iile Eas t t o ~eal 

with ''the ~notty issues'' r~gar11ng Isr~eli troop 

with~rawal fro~ Lebanon . Shul tz would ocly ~ake such a tri p 

if th: ~i m inistratio~ believei t hat a '' high-level 

1nvolve~ent would insure co~plet1on of Israeli 

~1thtrawa1." Sims concedes that Sbultz would not put hi s 

personal prestige on the line by going to the ~iiil e East 

unless it were clear that an agree~ent was at hand. 

Si~ s ~lso mettions t~e possibility of a Shul tz trip to t he 

Mi 11le Ea st in an . effort to revive the overall peac e 

process. Th e Wh ite Bouse see~s ·to be itching to send Shul tz · 

to t he Middl e East, perhaps to de~onstrate Reagan 's 

i eterT-inatlon not to give up on his pe ace pl an, and to 

ger. er3ll y reassert A~erican influence in the regio n . 3ut 

Si~s stresses t~at any trip is a matter of weeKs, if not 

~l~ ~here is so~e ihi t: House concern t ha t ~ embers of 

Con~res s who oupose t ~e ~ X will use th: presid:ntial 

rorn~1ss1on's report as a n opportunity to try to leapf ro g to 

h '' , , t e sn3ller ~idget~an ~i ssile pro~~ s:i by th e 

ro~~1s s1o r. :n~ abandon the MX altogether. 7o co~bat tb1s, 

the ~i~i~ist ration will stress t hat the ~i1get~an is jus t a 

conc e~ t and too unreliable to count on #itho ut the ViX . ' '1X 

is t he crucial part of the package ••• Th: small missile 

~oesn 't even exist yet. It wouli take a long ti~e to get 

( "1011.E) 
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there." 

F e3ga~ ~35 to ~ eet w1th the National Security :ouncil 

toJay to ~inalize his eniorse~ent of tt: co~~ission's 

rep ort. 

~E~g~h~ Shultz will give a sp~ech in Dallas on Fri1ay t~at 

~ill t eal with _Central A~erica. Si~s has &ot seen the 

speech but he believes it is a _tough nefense of the 

a1min1strat1on's policies. 

(E ND) 
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FRCM : RAK 3t the ih1te Rouse 

RE : FEAGAN ON US ROLE IN NICARAlUA 

Eere is a brief sum~ary of the Presiient's :om~ents in t he bri = fin~ roo~ this 

afternoon. A transcript by WFD to follcN. 

Reagan all but conf1r~ed that the U.S. ls arming the 8ontras in Nicaragua, bi 
t 

he asserted that ''whatever we are doitg'' is intendei solely to inter!ict the 

f low of ar~s to the guerrillas in El Salv3ior. The administration is not 

violating the Boland ameni~ent, Reagan saii, because ''we are not ~01ng 
>""' , , 

:.nyt!li r: g to try ~ overthrow t be ~a caraguai: governrnen t. 

It is not reasonable to ~onclude that the s~all nu~b:rs· of anti-S~~~inista 

Contra s ar~~d oy the U.S. ~oul1 overthrow the powerful ~ i:araguan ar~y, Reagan 

sa1c. H~ offereu this as proof that the U.S . is not violating the B olan~ 

2~en~~ent . which prohibits the ad~in1strat1on fro TI attc~Pting to iepose the 

Sane.inistas . 

T~e P res1a~nt's assertion that the Bolanl a ~ end~en t is r. ot oe1n5 vi clated 

rests on the rather :rguable preTiis~ t h~t despite t he Con tras' stateQ objective 

of ov~rt hrowing· the Sandinistas, t~ey !re · not :apable Tii litar1l y of :arryin~ 

out th~ir ob j ective an~, therefore, the a1 rn 1nistratior. is co~~lyi ~~ • ith the 

law when it gives ar~s to the Contras. 

Eut in tbe 10-rnlnute session with r=port ers, Rea ~an stretc he~ t is own 

cre~ibil1ty consiierably by condemniLg the government in ~an a~ua as 

ille~it1m!te bec:use it carne to po~er ty force and rene~ed on its pledges to 

~ol~ elections and to not attempt -t o- ov:rthrow the govern Tien t of El Salvaior. 



And while insisting that the aimi~istration is obeying tbe Boland ~Tie~1rnent, 

the ?resident criticized it as ''restri~tive ·or t he o'Jli~ations t he 

Constitution i~poses on the President." 

~Y gues s is that Reagan siTiply ! ug hiTiself in ie eper ov~r t he N i :a ra~u a n 

controvers y. Tt e contradi:itions in his i efense of t he CI~'s cover t C?~r at i on 

:re fully apparent. His iefense of his policies was wea ~ , to sa y th: least. 3y 

ep~earing before reporters to answer qu estions on the sabject. ~ea gaL only 

aiied fuel to the fire by :hallen~in~ :ongress on bis Central ATierica n policy 

and ~Y drawing ~o~e attention to what the aiministration is :oing in ~ 1caragua. 

(END) 
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MA:60 FMT: HJ: INI: - OPR:Bi 

~ 
TO: MLS, LT, JF , BFP, DR, JG , GP, LH, DXB, DCB, JwM, 3JF , 

PA, PGH, sx~. DLB, DAW 

FROM: RAK 

RE: ~~~!BtQ~a~=Qa!I-1!Y-~11h~~~Yl~-~a11~al-~~~ll!1!I_ 

££~a£1l_£higt_R2£gr1-Q~-tl~I~t!.~ 

~g1r~!-~Qmb1Ag~ There is so~e white - House concern that the 

terrorist group that blew up the U.5. eTibassy in Beirut 

vill target other A~er1can installations. ''Where there are 

other groups of this same u~brella organizations, we have 

alerted those embassies and the host govern~ents where 

those factions live.'' Mcfarlane declines to specify what 

additional ~easures are being taken to protect other 

embassies. ''~e don't want . [the terrorists] to knov how 

much we know'' about the~. -

McFarlane says there 1s ''very strong evidence'' that the 
. . 
~ro-Iranian group that claimei creiit for the bombing is 

indeei responsible. The group has close linKs to a number 

of Iranian mullahs but 1s not directly tied to the 

Ayatollah Knomeini. 

A number of steps have been taken in the past two years to 

improve security at American embassies, but earlier State 

Department ''threat assess~ents'' clearly indicatei that 

the Beirut embassy ''vas one of the most vulnerable 

physically because it's on one of the busiest thoroughfares 

in the city.'' 

R~~g~£~2~1Q~i~ Mcfarlane fears the Beirut inciient will 

(~ORE) 
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heighten concern in Congress over the long-ter~ presence cf 

A~erican troops in Lebanon. It ~ay make it ~ore difficult 

for the adm1n1strat1on to increase the number of U.S. 

soldiers in the multinational peacekeeping force, which 

Presiient Gemayel wants expanded. (;hisper?] The bo~bing 
-

''has raised congressional anxieties about the safety of 

U.S. personnel," but Senator ~oldwater's demani that the 

American troops be brought home ''is an isolated concern.'' 

Mcfarlane believes the bo~bing will not influence in any 

significant way ~he negotiations on Israeli withdrawal from 

Lebanon but he adds, ''It sobers and lenis a sense of 

urgency to the whole process'' of negotiating a withdrawal. 

~g~sB~~~-!!Q~]-~11hgx~~~l~ - What are the prospects? ''There 

has been substantial progress in the last week and the 

elements of an agree~ent are there, but it still requires a 

~easure of political will by all sides." The central 

st1cK1ng ~o1nt remains Israell demands that Major Badiad 

have a substantial security role in southern Lebanon. Both 

parties now are considering ''fresh ideas that involve an 

altered status'' for Haddad. 

I=l2~~ Mcfarlane won't admit it outright, but the 

President now regrets ever having said publicly that he 1s 

holding up the sh1Prnent of F-16 fighter planes until Israel 

removes its troops from Lebanon. [~bl s per?] ''There is a 

feeling that it 1s counterproductive to the climate for 

negotiations [on troop withdrawal] to introiuce questions 

of ariis sales.'' 

("!ORE) 
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That's a prime reason why the administration went out of 

its way to publicly announce the sale of military spare 

parts to Israel, to . ''re~ove any d~ubt about the 

Presid~nt's co~~1t~ent to Israel's security.'' ~c Farlane 

complains that Reagan's co'Tlments 1n Los Angeles regarding 

the F-16s ''have been overirawn'' by the med1a--in effect, 
, 

blaming the mei1a for misinterpreting Reagan s statement, 

which -was in answer to a question. He also says that the 

Presiient has attempted to explain ''in our morning 

'Tlean1ngs ''--the .daily na ti onal-securi ty brief ings--tha t he 

-did -not mean to leave the impression that he is withholding 

the planes as leverage to win concessions from Israel. The 

President simply believes it 1s unwise to introduce new 

offensive weapons on either side during the talks on troop 

pullout. Re made that decision last su~Tier. 

~!af~l-~~~-Ryss~1n~ Th~ a1~inistration is trying to 

orchestrate ''an outpouring of support'' for J ordan's Klng 

Hussein to prevent him from giving up on the Reagan peace 

plan. Thus far, the other moierate Arab states are giving 

their full support to the effort. The1r support for liuss2in 

''1s private but it's solid and unanimous." Mcf arlane says 

that Saudi Arabia, Morocco ani other moierates also are 

stressing to the PLO that the Reagan peace initiative holis 

the best hope for recovering the West Ban~ and establishing 

a Palest1n1an homeland. 

Mcfarlane bl~mes the Soviets in large ~easure f or the 

refusal of the Arab radicals to go along with Arafat and 

(M OR E) 
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Russein. 

ll ls 1~ the Soviet 
''The ~osition ta~eu by tne ra ca . 

~os1tion ••• Their sup~ort for the radlcals is vell known. 
But Mcfarlane ca~not cite any specific actions by the 

Soviets aime~ at derailing 1n11rect PLO participation in 

the Reagan peac e plan. 

I I 

~~~!1£~n-l~~~~ LiKe other ~hite House aiies, Mcfarlane 

objects strenuously to the Wall Street Journal report that 

, Re-ag-a·n told Hus-s·ein that -he could. be re-electei in 1984 

w1 tho.u t Jev1 sh v.o tes. Mc Fa rlane s.ays he vas present d. uring 

both -recent phone calls between Hussein and Reagan, a~d 

- also- iuring last December's -~eeting between Hussein ani 

Reagan at the White House. Tne subject of Jewish voters 

never came up, says ~cFarlane. He blames the report on 

~ross m1sunierstand1ng by the reporter.'~ 

.... 
a 

Nl~aragu~~ In an effort to build support for his policies 

in Central America, Reagan vill deliver a major adiress 

within the next two weeks. Mcfarlane says the forum ha s not 

yet been picked, but he does not rule out a joint session 

of Congress as a possible audience. The speech will 

reiterate many of the sa~e themes an~ facts outline1 bv .. 
Reagan in his El Salvador speech to the National 

Association of Manufacturers a few weeks ago, i.e., that 

most of U.S. oil imports travel through the Caribbean, etc. 

''The Presiient must ma~e clear the policy ani the 

instruments of U.S. ~olicy'' in Latin ATier1ca. 

But Reagan d~es not intend to openly 1iscuss what the U.S. 

is doing to support the ant1-3and1nista guerrillas. 

(:-10RE) 
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Stress the s1tuation in El Salvador in 
Inste~d, Reagan w111 

CIA ·i' ioin~ in N1cara~ua . · 
an effort to overshaiov what the ~ 5 · ~ 

The President 1s very concerned that recent hea~lines have 

been 1om1nated by the covert operation 1n Nicaragua instead 

of by the threat to American security tnat he believes 

exists 1n El Salvaior. '''e've beco~e lost 1n the 

__ Nicaraguan trees and can~t see the forest of U.S. interests 

in El Salvador.'' 

El Salvador . The White House. believes 1t can avoid na~1ng ____ ._. _____ _ 
a special a~bassador to help arrange elections in El 

Salvador as Representative tlarence Long is de~andlng. Long 

can be placatei without a new ambassador, Mcfarlane 

believes . ''I'm not willing to say today that a special 

negotiator is warranted •••• El Salvador supports a dialogue 

[with the l~ft] and doesn't need any A~er1can negotiator to 

foster .it.'' 

!Y£lg1r_fig~1~~ The White aouse 15 trylng again to ~orK 

out a co~prom1se on the House nuclear-freeze resolution 

with an amendment that would read ''freeze and reduce'' 

weapons, without stipulating any sequen:e as to which would 

co~e first. That is the only hope the ai~inistration has of 

changlng the resolution to its liking. ~cFarlane was not 

optimistic that the compro~ise amendment would pass, an~ ne 

even suggested that it might be necessary for the White 

House to not endorse the a~eni~ent in orier to prevent 

De~ocrats from pppos1ng it. 

!~1~~~ While I was in McFarlane's office, Juige ClarK 

(MORE) 
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bargei in to get Mcfarlane to accompany hi~ to a meeting. 

After Clark left the roo~, ~cFarlar.e ~ee~ed in no 

particular hurry to leave, and we talkei for another five 

~inutes or so. Afterward, McFarlane's secretary, ~ ilma, 

a~ologized for the interruption and said that the reason 

for it was that ''the Judge always likes Bui to go with hi~ 

to these meetings.'' The meeting was one of the twice­

weekly meetings of the NSC staff. It woula appear that 

Clark still is so insecure that he doesn't like to conduct 

a meeting of even his own staff without 1cFarlane at his 

side. 

(END) 
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T~f FOLIC~ I NG I~!M S : o~E F~U~ A BAC!GROUND LUN CE WI ~H 

~ : ~ ~ Beker i s no t the onl y one fe uai~~ witn Wi lliam Clar k . 

Cl er! a ~d ~ ike ~eeve r a re s c a ner y a t e a ch other t he y have 

~ct exchang ed cne wcrn fe r ~e eks . 

~ !aniel ~u r p h y , Vi ce ?res i aent Bu s h 's chi e f of staff, a ntt 

~ rc tne r aide re c en tly f lew f irs t c l a ss to ~lo r i a a a t least 

fiv e ti ~es i n violation cf the la~. 

~ Fa ith Wh ittlesey , Eeaga n 's new chief f or public l i aso n , 

is t u r nin0 cut to ~ e a ttisap~o i nt~ent . Seve n weeKs ~f t e r 

she fi red her staf f , she has ~o t yet filled the jo ~s. 

~ Fresi dent Reagan' s Much- r ttl i cized effort to a ppeal to 

wcren voters has oeen forfotten . A White House ~roup on 

~crren's i ssues bas not ret si ~c e ~lizabet~ Bole left . 

:EAl EF -CLA ?X . 3a. .n:er is ex:trerre ly fru s tratett with . the 

cu r r ent si tua ti cn at t he ~nite Eou se. Tne bi~ges t p r obl e m 
, 

i s t ha t Cla r k ~o es ~ irectly to the Presi~ent on every thi~g , 

with ou t eve n ale rting Baker. Thus ' Ba ker ttoes not learn 

3ccut ~a n y th i ngs un til they h~ve elreaay been aeciaea by 

C l e r~ a nd Re agan . Becaus e Bazer is excluded, the decisions 

ere rr ade in a va cuum. ro o ne cne c ks witn the Re pu bli can 

le~ ct e r shi F in Con~ress fo r their support, no on e ch ecKs 

~ it h r avi d S toc K~a~ aco u t t he c ost. Clark s e es no reas on 

~~l Re ward Baker shou l d be c cn sul tea be fo re decisions are 



~acte. In aaaiti~n, Clark bla~es Baker fer the bad pu~licity 

he n3s bee~ petti~~. But ~ar~a ~et i~sists t~at ~aker has 

ne t te en lea k in~ e~taressin r stories at cut Clark. She n rtes 

thE r.2in reas on that C.l2 r Y. i s pettin~ bad publicity is 

,, ,_ - 1 ,, . "' :Ec::use ne nas oeen screw !1<" "Up. P.c cord.1nz to t·•a r1?aret, 

Clark is intentionally trying to saoota~e Baker. Eaker is 

try i~ ~ hard to remair. aloof. ''He wants to leave this tow~ 

wi th as g~o d a ~eputaticn as he had ~hen he ca~e," she 

says. Wt at causes Bake r p.rief is that he is always i~ the 

ce nter cf tbese QUarr~l s hecause he' s the outsider. 

~a r f aret questions wny no cne writes ab out the bicKerinp 

tetween teaver and Clark. Sne says they have quarreleQ 

several times oecause ClarK has not provided. briefin~ 

~a terials socn enough before visits by forei?,n diplomats. 

lfter such quarrels, Cla r k ''pouts.'' This is why Deaver 

ana Clark have not spoken fo r weeks. Althou~h ~eese and 

Clark are i~ cahoots, Baker has no fears that they will 

cust him . rargaret thinKs it will resolve itself once the 

Cc~~aign gets underway and Eaker is clecrly in char~e. ''I 

xnow it will work itself out, ~ut I aon't kno~ how," she 

SAys. Eut ~argaret is counting on forei?n policy to take a 

tacz seat durir.g the car~a1 E n. If there is a tig 

inter~ational crisis, ~atters could get worse. '' Eaker 

says Meese is bri?ht, but he aoesn't say tnat aJcut Clark . 

Eut Clari's not ~u~o either, he's aumb like a fox.'' 

EIG SFE~D!?S . Mar~aret, wnc runs a cne-wc~an ca~paien at 

the Whi te Fouse against spendin? excesses, i~tentionally 

(~OP F) 
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leaiec the ~urphy story t o we in hopes that we woul d use 

it. (Al l : rend i~~ vcucners gc throuph her . ) She says that 

~u rrhy bas ~ade 11 tri~s tc ?lcrida recently to de worK for 

tte urug tesk force. Pe a ~~ a fe~ale a i~e have both flown 

fi r~t class er five cf the s e tri ps, even thoueh the laws 

say s that federal e~ployes rrust fly coach. They have also 

stayed ir ''executive suites'' in hotels in Florida. Most 

cd~i~istration officials see not ~ inp wrong with sper.din~ 

the taxpayers rr.o~ey this way, says ~ar~aret; White Beuse 

aittes are not per~itted to fly first class. Baker (throuPh 

Mar~aret) ~cnitors his own staff. White House officials 

nu st fly coacn. In fact, B a~er recently rejected the • 

request of an unnaMea White House official who wantea to 

fl/ tc China en an Air Force plane on ~rounas t~at it woul~ 

''enhance nis prestige.,, Eut Baker is helpless to control 

the tehavior of the vice president's staff. Nor does Baker 

~ee~ to care ~uch for the cost when the r.oney is not comin? 

cut or t~e ~ bite House budget. Margaret says the ~hite 

Fouse nas been flyinP- planes and helicopters between 

Was~ington ann Willia~sbur£ on a regular basis in 

r r~r2raticr. for tne sur~it. ~argaret objected tc it, but 

Bake r ana Deaver tola her net to ~orry about it because 

i t's all co~ine out of the State Depart~ent buaget. On the 

lat2st rercrt she saw, the State Department paid between 

$E~ . ee0 ani $E~ ,0~0 fe r f ive C-9 flights and 14 helicopter 

tli ~hts to ~i llia~sburp. She notes that Larry Spea~es 

ce~a~dea a helicopter to ~o do~n tbere yesternay. Ee 

(MORE) 
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irsisted he was toe busy to po by car. 

WPIT1~!S!Y . '' The jury is still cut'' on Faith 

t hittlesey, says Ma r~aret, out everyone at the ~hite Hous e 

is aisar~cinted that she is not living u~ to expectations. 

Sn E's tdkine too lon~ to a~foint a staff. She als o has 

~bcr.~onea the coordinatinf co~rnittee on wo~en's issues 

estatli~hed by her predecessor . Whittl~sey takes the view 

tt2t if sne could make it in a ma~'s world, ctner women 

cug~ t to be able to ao t~e 5a~e . 

8A~FAI3~ . ~argaret say s Reagan's campaign announcenent 

cculd ~e later than Labor Day . ho cne at the top ec helon cf 

the White House is talkin? about Labor Day no~ . Ncr have 

they resolvea the aispute over who will run the ca~paign 

cc~ittee . ~arparet says she still thinks that Reagan could 

aecli ne tc run. ''Ee's not weaded to the job." 

(END) 
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TO: MLS, LT, JF, BFP, DR, J~, GP, LH, D~B, DCB, J~M,~ 
PA, PGR, sx~. DLB, DAW, BK, APS 

FROM: EAK 

Y~lQ!~~~ The white Rouse ~ovei today to quash reports that 

Heagan has iecidei not to reappoint Paul Volcker as Fed 

chair~an. Gergen told me--an~ I'm certain he 1s also telling 

other reporters--that after a ~eeting this ~orning of the 

President's ''economic policy boari," Reagan went up to 

VolcKer and said, ''I regret this spate of stories and I 

~ant you to Know that I si~ply have not aiiressed this 

issue yet." Then the two shook hands. Volcker had been 

invited to attend the meeting by the meTibers of the group, 

which is coTiposea of econoTiic experts fro~ outside the 

admin1strat1on. 

Gergen claims not to Know who was the source of the leaKs 

earlier this week that a · iec1s1on had been ~ade to find a 

replacement for VolcKer. ~ergen speculates that the leaKs 

came fro ~ conservatives at the Treasury Departrient w~o want 

VolcKer replaced. The leaks probably were a trial ba l loon 

to test reaction on wall Street and on :apitol oill to a 

aec1s1on to get rid of Volcker. 

Neither Jim BaKer, MiKe Deaver nor Ei ~eese were the 

source of the leaks, ~ergen says. These senior aides ''have 

been Keep1~g their own counsel," and have not yet made up 

their own . minds about whether to ~eep Volcker or appoint 

(MORE) 
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someone else. 

Gergeo seems to think that when all is said and ione, 

Volcker may well be reappointed. ''Trai1tionally, this 

Pres1ier.t h~s wanted to put 1n h1s own people but th1s is a 

very special case ••• The pressures to keep· Volc~er are goin~ 

to be very substantial." VolcKer is very uopular on ~all 

Street ana on Capitol Hill. He has also received strong 

elitorial su~port from The Economist of Lonion, and other 

publications. The iash1ngton Post today suggested that 

Eeagan should carefully reconsider any iecision to repla:e 

him. 

The forces opposing VolcKer include the supply-siders and 

Milt on Friedman, who have been very critical of the Fed 

~hair~an because of the recent growth of the money supply, 

and many conservative Reaganites who believe simply that 

any Carter a~pointee 1s not worth Keeping in the Republican 

ai~inistration. 

Yet it 1s significant that Volcker's policies of late, 

such as loosening up on the Tioney supply to acclerate the 

recovery, are precisely what Reagan wants. The incu~bent is 

very ~ucr. in step with the ~hite House these days. ~ t any 

rate, Gergen makes it clear that the President does not 

inteni to make up his mini on this one for several weeKs. 

In the ~eantime, he's keeping all of his options open. 

!iihgQl~!~g~ The White House is declining to take a 

~os1tion on on Senator Kasten's ''compro~ise'' on 

w1thbold1~g taxes on interest and d1viden~s· . In my view, 

(MORE) 
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the fact that Reagan is not threatening to veto the 

compromise ls a clear s1gnal that if 1t Passes, Reaga~ w1ll 

accept it. ~ergen says it is possible tnat the ielay or 

repeal of withholding couli beco~e law without Reagan ever 

having e~braced 1t or ever havlng openly opposed it. In 

other words, Reagan is li~ely in the end to throw in the 

towel. But he is not going to do so right now, because it 

1s ~'~ yet necessary to surrender. ~ergen adis ·a note of 

cau~iori, however, - ~¥ pointing -0ut that rreasury Secretary 

Hegan will 1n all )l~elihood urge the Presiient to veto the 

Kasten com~romise. 

~bite Rouse hopes that a Senate filibuster led by Robert 

~ole would blocK repeal of withholding fadei quickly last 

weeK when 1t became apparent that Dole ili not have the 

votes to blocK cloture. Dole was short of votes by ''double 

digits,'' says Gergen. 

!h~E~S~~~~ ''It's going to be tough, very tough'' to 

reshape the Senate budget resolution more to Reagan's 

11Kin~. The White House now is concentrating its lobbying 

efforts on the Republican ~ajority on the Budget Co~~ittee, 

attempting to forge a consensus there before the budget 

resolutio~ goes to the floor. Jlm Baker and Richard Darman 

have bee~ holding talks with Senator DoTien1ci and Majority 

Leader Baker, a~ong others. rhe negotiatin~ process will 

consu~e a couple of more weeks before the committee settles 

on a budget. 

Gergec ·1s discouraged about White aouse ~respects of 

(~ORE) 
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winning either a significant boost in i~fense spending or 

~ost of the do~est1c cuts the President wants. Reagan now 

is proposing a 7.5 percent increase in iefense spending, 

compared to the 5 percent already approvei by the Senate 

committee. But Gergen fears Reagan will have to settle for 

~ucb less than a 7.5-~ercent hike. Domenic! is being only 

''somewhat f lex1ble'' on iefense spending. 

f.'~!L!!:s_l_!m~I:1£s.:. Next veeK: 's speech to a·· joint session of 

Congres~ 1s largely 1ntenied to divert attention away fro~ 

the CIA's covert operation in Nicaragua and to focus 

attention instead on the nee1 to shore up the El Salvaioran 

£overnment. Gergen does not expect the speech to cover much 

new ground . 

~n11=l~~!-~Ql1£l:~ [Attention AP5: ~ergen discussed only 

this subject on the record.] How is it workin~? ''Initially 

it enjoyed considerable success, not just in stopping leaks 

of hard lnformat1on but also in cutting down considerably 

on loose statements by 1niiv1duals that were critical of 

others •••• But I have to confess that in recent weeks it 

hasn't ~orked as well as we had hope~, but it is better 

thac wha~ we had." r he leak policy w1ll not be abandonei 

anyti~e soon, and Gergen says on bacKground that '' , we ve 

wan ne red too far fro~ it anl need to get bacK to 1 t.,, 

Gergen also questions, on background, just how many ~bite 

Eouse a1ies still are co~ply1ng w1th the re~u1rement of 

seekin~ clearance from Gergen before bol11ng interviews 

with reporters. Gergen believes the co~pl1ance rate 1s 

('"!ORE) 
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relatively h1gh, but he concedes that he has no way of 

~nowin~ when an aide chooses to do an interview without 

first gett1ng per~ission. Gergen's office still receives a 

heavy volu:ne of _requests frOil aides who have been asked for 

1nterv1ews. (The NSC staff, which is increas1n~ly 

se~regated fro~ the rest of the ihite House, has a separate 

syst~ of clearing interviews. N5C aide Bob Sli!S is chargei 

_·vith -,:a-.p.pcr·O'V-lng -or ·re.:j-ecting requests fo·r interviews.) 

Gergen also notes that the clearance syste~ has not yet 

actually been computerized, although that step is being 

consid.ered. 

Gergen also notes that there are many leaks that the 

adTiinistration is happy to have out. He cites as an exa~ple 

the stQri~s earlier this weeK about the Stockman me~o which 

stresse~ the urgent need for striking an early compromise 

with Congress on the budget. ''It was l:akei by StocK~an to 

put pressure on all partles. we're not unhappy about that 

one," says Gergen on background . 

The recent flood of leaks by ~h1te house aiies criticizing 

Judge Clark's perfor~ance is the kind of thing the new 

Policy i~ supposed to stop but doesn't. ''You can't stop 

that kind of tbing with guidelines and no one ever will." 

J i~ BaKer's aiies, who have been the chief suspects ·of 

these lea~s critical of Clark, ''have been toli to keep 

their knives in their sheaths." Gerge~ claims that Baker 

has r.ot criticized Clark to reporters because ''Jim's 

'POSition h·as always been that if he gets into a battle with 

(~OttE) 
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the Californians, he will lose." Gergen believes that 

''we're just seeing the front edge'' of similar stories 

critical of Secretary of State Shultz. rhere are strains 

~ithin the national-security policy apparatus, and the 

lisaffection from within is beginning to show in the ~edia. 

For his part, Gergen is uncharacteristically reluctant to 

-u .scuss. t .he proble'.Tls plaguing Beagan 's foreign-policy tea...'TI, 

~:tt!rongh -h-e rea:11ly admits there are proble'T!s. Gergen ~s -

reluctance is- probably due to the fact that Clar~ triei 

unsuccessfully to replace hi'TI several w::~s ago with Lyn 

Nofziger. Gergen 1s afra11 to talk. 

~QQ~-~~~tiQil~ How does the White House view Anderson's 

bid as a third-party candidate? ''Personnally, I th1nK he's 

an irrelevancy. Be's not a ~an of our future, because he 

has no 1ieas •••• Re's just going to ta~e the [federal 

~atch1ng campaign] money and run." 

{END) 
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~ Rearan cffered Jim Baker the job of Transportation 

Secretary before eiving it to Elizabeth Dole. ( Fe asked ~e 

not to use this iterr as a wbisper, but instean to weave it 

intc a future story abcut Baker.) 

~ Ji~ Baker is Makin~ a ~istake by attackin~ William 

ClarK, because Clark has the ability to convince President 

~ ea~an to fire 3aker. 

* lhe source of the Volcker story was Alan Greenspan, 

}. , . t th f 1 i . t t h h w~c s try1n~ to crea e e a se mpress1on na e as 

ce en offered the job. So~e ''free-lancin~'' by low-level 

~ n1te House alaes contributea to lt. 

* Faith Whittlesey, the Fresident's new assistant for 

p~blic liascn, is turning out to be ''a ri~ht-wing nut'' 

~nd a ''a tctal disaster." 

~ Whittlesey's biggest ~istake was hirin~ John Rousselot, 

wno will ~o over her heaa to the Presiaent when he wants 

sorr.ething. 

!~~~£:Q!~!!~_The Clark-Baker feud could wind up in a 

shcwaoi,;n that Clark- would certainly win. Bai.rer is making 

the rristaKe of thin~in~ that this f1~ht is no different 

then n1s fi~bt with Meese, wnich he won. Darrnan is eg~in~ 

hi~ en. But Ba ker cannot win a fir-ht with Ciark. The best 

( 1"'1CRE) 
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he can ho~e for is a tie. Clark plays hardball and, unlike 

Meese, he gets thinps done. If Clark goes to Rea~an and 

sa y s ''hi~ or ~e," Baker will be ousted . The story about 

Beier beinr offerea the Transportation post shows that he's 

not considered inaispensible by Reagan. Williamson thinKs 

tnat Meese r lanted the idea with Reagan of senaing BaKer to 

~ rans r ortat1cn. Ee thinks that Rea~an did not see it as a 

fut-aown of Baker. Baker turned it down, of course. Clark 

~hows nis disdain for Baker by refusin~ to attend meetinRS 

chaired b y the chief-of-staff. He sends his aide, Bud 

~ c J arlane, instead. Williamsen says that Baker also Made a 

r istake b y sitting on his hands during the early round of 

tudRet negotiations with Senator Domenici. Baker is bein~ 

tla ~ ed fer the losses on the domestic side of the budget. 

I t's obvious t hat the loyalt i es of White Fouse staffers are 

shi f ting awa y fro~ Baker. This was the first time I've ever 

n ec r a W illia~scn criticize BaKer in any way. He says that 

i en rucerstein is hedging rlaying both sides of the fence. 

~ e told ~e that the main reason Max FrieQersaorf left the 

White House is that Max couldn't get alon~ with Baker--''a 

c l as h of styles.'' Williamsen thinks Friedersdorf would be 

recalled into the White Reuse if Clark took over as chief 

of staff. Williamson, a card-carrying ri£ht-winper, 

IC rtra ys the Clark-Baker feud as ~ore of a clash of e~ os 

tn an an ideological battle. Ee notes that Clar~ was not a 

ri g ht-win~er en the judicial bench. If Clark tock over, he 

wo~ l a replace Larman and Gergen with other midale-of-the-

(M ORE) 
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rcac Re~utlicans. Fer e~am~le, he says, Ger~en would 

~ rctably ce re~laced by Bill Greener. Ncfzi?er would have a 

role, but not in the press operation. 

Yf~£~~r~_The ~ hite Ecuse nas been asking various ~eople 

for their reco~mendations for chairman of the Fed. One 

~ er~c~ whc was contaced was Greenspan, who i~mediately 

lecKed it to the Washington Times in such a way as to 

supgest that he had been offered the job. Post F.eporter 

!avi ~ Hoffman then matched the story by talkin~ to several 

lc~-level aides who were ''free-lancing.'' ?he story did 

net nave the tlessing of the tcp brass at the White Fouse 

ana that is why Rea~an souF-ht to reassure VolcKer 

ye steraay. Williamson does not think that Volcker will oe 

rearJcinted, although he views it as a nistake. Falling oil 

r rices will cause ~ore bank failures next year and 

''neither Alan Greenspan nor Preston ~artin have the 

stature to handle it.'' 

g~~Ig!g~-1~§1~- ''Feagan is vulnerable," says Williamson. 

''Incu~bents are like fireplugs these days. But we've now 

get six hcrses in the race · with him (the Democrats) and 

none cf the~ can beat him." He rates the Democratic 

canaidates this way: 

* John Glenn. The biggest threat to Reagan because he 

co~es frorr the ~idwest and is not a liberal. Eut he cannot 

win the nomination without a better organization. ''A 

~inning combination wouln be John Glenn as the can~idate 

end Ji~ Jchnson as his chief of staff." 

(~ORE) 
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~ Gar y Bart and Rubin Askew. Like Glenn, they would be 

hard for Reagan to attack on ideoloRical ~rounds. But the 

t on't co~e fro~ Ohio and they were never astronauts. 

* Ernest Rollings. The ''best rclitican'' of the bunch, 

tut he has no apparent hope of ~ettinf the nomination. 

~ Walter ~ondale. Beagan can easily att~ck hiM as a life-

lon ~ lioeral, biP- spenaer. Be's running a good campaiP.n to 

get the nc~ination, but a bad caPipaign to win the 

; residenc y . F.is pitch to s~ecial interest groups will hurt 

bi~ in the general election. 

~ Alat Cranston. Ditto, and more so. 

Rearan has opened up ''in s~all ~eetings'' lately about 

his interest in a second term. But Williamson still thinks 

t e could rull cut if it looked like a difficult race. 

'' ~ ancy Reagan does not want tc be another Roslyn Carter. 

S~e d ces not wa~t to push her husband into a humiliatin? 

cefEat. !he F.ea~ans were hu~iliated in Kansas City in 1976. 

They ~ere cut to prove so~eting in 1980. But they no longer 

feel that they have sometning to ~rove.'' 

F ow will the battle for control of the ca~pai~n be 

resolved? ''Everyone who wants a job will ~et one. There 

will be a · ca~Faign director, a political director, a press 

secretary . Nofziger, Wirthlin, Ti~mons, Spencer--they'll 

all get jobs. ~hat's now Laxalt works." 

~ h~!~l~~~x~_Williamson, who was very critical of 

Blizateth Dole, says that Wnittlesey makes Dole look ~ood. 

Ee nctes that Whittlesey was named to her current job in 

(~OPE) 
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January and has been at the White Fouse fullti~e for seven 

~eeKs. Yet she's onl y Mane one appointrnent--Russelot. ''Ee's 

net pcing to answer to her. Ee's not even going to answer 

tr Jirr Ba~er. Fe's ~oing tc go straight to Ronnie." 

Whittlesey has proven to be very tou~h, but not very 

f riendly er likable. (A good nature is highly valued in the 

:. ea ~ ar. ~ hite P.cuse.) She cares more about foreign policy 

than anythin~ else. She's also very disorganized. 

W illia~srn tells the following story about Whittlesey Q[f_ 

1hs_!s£Qr~J_She recently asked George Bus~ to address a 

grcuJ of tusiness leaders visitin~ the ~bite House. Eush 

was scneauled to speak at 9 a.~. When he arrive~ at 9 : 03 

a.r., Whittlesey was telling the business leaders they 

snc~ld be asba~ed of themselves for failing tc support 

Fea 2an's initiative in Central America. She did not stop 

tal ~ inP when Bush entered the room. She allowed hi~ to cool 

n1s neels untll aco~t 9:G~ a.rn. wnlle she continued to talk 

aoout Central A~erica. Bush then spoke until 9:30, when he 

excused hi~self saying he was then due at a meeting with 

tne President. Whittlesey refused to let him leave, 

iwsisting that he take a few questions. As a result, Bush 

was 1 2 ~inutes late for his ~eetinp with the President. 

~~9gg~~~-l~§g~~- W illianson, also Qff_~h~-r~QQf~, recalls 

this interestin~ story fro~ the 1980 ca~pai~n. It occurred 

c t the end cf a three-day perion in which Reagan was 

triefed en issues by outside experts. During the briefings, 

Willianscn was surprised hew rruch Reagan knew about some 

( ~CRE ) 
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issues. When it was all over, Williamson was seated beside 

R ea ~an at lunch. Williamsen said to Reapan, ''Sir, we've 

fc t tc de more _ to project ycur kno~ledge of the issues." 

Rea r a n turned, put his hand on Williamson's knee in a 

fat~erly way and said: ''son, I've been sellin~ thin~s for 

a lc~g ti~e." 

i ~!l!2[~Qn~ Willia~son's confir~ation hearin~s, which 

were held up by the Aael~an nomination, will be held on May 

c and he ex pects tc be co~firmed en May 5 as ambassador to 

th e international organizaticns 1~ Vienna. 

( END) 
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UDlike last year wnen he fought to curo East-West trade, 

President Reagan will be on the defensive when he meets 

vith ether Western leaders in Willia~sburg in late May. 

Tnat is the conclusion I drew from an on-the-record 

interview with Henry Nau of the National Security Council 

staff. Although Reagan does not intend to drop the issue of 

East-West traae, says Nau, he will be forcea to devote much 

of the ti~e fighting these iueas put forth by the allies 

tnat he CFrcses: 

~ ~ore frequent intervention in foreign exchanRe markets. 

~ ~ore econo~ic stimulus by government to spur employment. 

~ Loeser ~cnetary policy. 

* Eigher taxes or fees tc stem a decline in energy prices. 

~ Frotectionist measures to prop up hard-hit industries. 

3eagan's response to these iaeas will be to ncte that the 

reccvery is already underway and too much stimulus might 

abcrt it. ''The President's view is that a roaring recovery 

could be an aborted recovery. Ve nave set the .basic 

cIIrcach. We cannct do much about employnent. Let's stay on 

that course.'' 

Nau says the President alsc will resist efforts oy the 

~ llies to ''subordinate all other issues''--ie. East-West 

trade--to the su~ject of achieving economic recovery. He 
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says the ~uroFeans are trying to Keep the subject of East-

~ est trade cff the agenda at W1111amsburp. 

At the sa~e time, he says, ~eagan will not be seeking any 

~ajcr concessions fro~ the cll1es on ~ast-West trade beyond 

what he already has won. Ee will simply press for 

continuation of current stuaies on technolo~y transfer, 

cred its and energy security. Preliminary results of these 

studi es will be co~ing out ever the next few weeks in 

~eetings of OFCD, COCOM, IEA and even the NATO ~inisters. 

''Cur otjective is continuation of intensive aiscussion 

of these issues," says Nau. 

Ecor.o~1c stimulus. The allies will be advocating a looser -----------------
~o~etary I011cy and more spending (bigger deficits) to 

triog the world out of recession. Nau just laughs at the 

thought of rrore spenaing since the U.S. is already flirting 

~1th annual deficits in excess of 200 billion dollars. He 

~ay~ the Fresideot will argue against looser money on 

gro und that it would bring a rebcud in interest rates. 

~ ~~!gz. Nau says so~e allies are arguing for taxes on 

energy or tigher import fees ''so that people don't stop 

conserving." But Reagan will argue that falling energy 

prices are ''a stimulus to cur recovery, so let's take 

aavan tage of it." He will also tell them, ''What you 

snculd de .is continue to stcckpile oil like the U.S." 

!!£!~f!l£B~~~~ Rearan will be seeking language condemning 

I rctecticnism . en grounds tnat trade will stimulate the 

recovery. Ee will tell them:''Trade is the transmission 

(MORE) 
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telt cf the recovery." 

-~1~-~g~l£ ''Approval of the I~F package is a priority 

ite~ for all of our countries this year,'' says Nau. Reagan 

•ill also argue for lower traae barriers for the lesser 

develc~ed countries. ''Everybody wants them to repay their 

cects, but notody wants to take their ?OOds. Unless we 

enhcnce their ~arkets there will be no way for them to 

service those debts.'' 

In!~tY§~!1QD· Reagan's res~onse to this will be the same 

as last yer. ''In practice, we have intervened when 

necessary," says Nau. "But we're !lot going to go down 

tnis route of heavy intervention." 

(END) 
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A spokesman for the USIA confirms that Charles Z. Wick 

told a Japanese newspaper that A~erican intelli~ence shows 

tnat the KGB has infiltrated the upper echelons cf the 

governrr.ents of Japan and other Western nations. 

According to the USIA, his exact quote was: 

'' ~ e have known informally and through intelligence that 

norrr.ally is not made public, but is shared with gcvernment 

cfficials, the awesome penetration by the Soviets of all 

key western nation's high political and security 

hei rarcnies. '' 

A spokes~an for the National Security Council, P.o~ert 

Sirrs, expressed surprise that Wick would make such a 

re~akr. Yet he haa no auarrel with the accuracy of the 

staterrent. ''I wouldn't argue with it," he said. ''The KrrB 

are all over the place. But I am surprised that someone in 

his ICSition would ~ake such a statement." 

Cff the record, Sims noted that Wick often makes 

indiscreet remarks. ''He aoesn't have much credibility. It 

~ight as ~ell be the secretary of a?riculture who said it. 

I dcn't _ccnsider it a major ~olicy statement." 

Eere is the complete transcript of Wick's state~ent as 

proviaed by USIA: 

''~e have known informally and tbrought intellifence that 
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nor~ally is net ~ane public but is shared with government 

cfticials, the awesome penetration by the Scviets of all 

key western nation's high · IClitical and security 

teirarchies. So as these things happen, hopefully it will 

re~ind the leaders and the ccnstituents cf eovernment who 

of ccurse ultimately control government of the seriousness 

of the Soviet threat and will encourage governrents to take 

all vigilant steps necessary tc protect their security." 

Asked to be explain what he rneant by heirarchy, he added: 

''I say heirarchy, meaning the structure of the political 

anc secruity operations of Iractically all the western 

nations. The degree of penetration, the degree of fo cus and 

emihasis they ~lace cf course is directly related to the 

strategic position of those particular nations." 

Wick's stateMent appeared in Yo~iuri Shimbun en April 22. 

(END) 
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