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News Summary 
OFFICE OF THE PRESS SECRETARY 

WASHINGTON 

FRIDAY, JANUARY 2, 1987 -- 6 a.m: EST EDITION 

TODAY'S HEADLINES 

IRAN -- NICARAGUA 

IRA..~-CONTRA PROBES WILL TOP AGENDA ON HILL -- Congress will begin its new 
legislative year the same way it ended 1986, only more so: with intensified 
investigations of the Iranian arms-contra funds diversion at the top of its 
agenda. (Baltimore Sun) 

INTERNATIONAL NEWS 

SOVIETS BROADCAST REAGAN'S GREETING -- State-controlled Soviet r~dio this 
morning broadcast President Reagan's New Year's address to the Soviet 
people -- just hours after a U.S! government Voice of America broadcast of 
the speech was heavily censored by electronic jamming. 

0~ashington Post) 
NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION -- As he flies 
back to Washington after a weeklong California vacation, President Reagan 
faces a stay in the hospital and a still-simmering controversy over secret 
arms deals with Iran. (AP) 

NETWORK NEWS (Thursday Evening) 

HOTEL FIR~ -- Forty-two bodies 
have been recovered so far in 
the fire that wrecked the Du Pont 
Plaza Hotel in San Juan Puerto Rico. 

NEW YEAR'S GREETING -- Soviet state 
radio offered a delayed broadcast 
today of President Reagan's New 
Yea.r's greeting to the Russian 
people but not all of it. 

STUDENT LOANS -- President Reagan's 
new federal budget will include a 
request for a new type of student 
loan program. 

IRAN--NICAR/IGUA/ 
INTERNATIONAL NEWS .. A-2 

NATIONAL NEWS ......... A-4 

NETWORK NEWS .......... B-1 

This Summary is prepared Monday through Friday by the White House News Summary Staff. 
For complete stories or information, please call 456-2950. 
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IRAN -- NICARAGUA/INTERNATIONAL NEWS 

REAGAN RALLIED FOR AID TILL HILL SURRENDERED 
Initial White House Doubts Were Overcome 

The spring of 1983 was a critical season in U.S. foreign policy. 
Congress was openly rebelling against President Reagan's "secret" aid to 
contra rebels fighting the government of Nicaragua and the President, 
always formidable in any political tussle, decided to abandon the silence 
he had kept for more than two years on the issue. 

As former and current officials connected with the U.S.-contra 
relationship see it,- Reagan eventually wore Congress down in his repeated 
call for substantial military assistance to the contras. He became the 
Administration's most effective propagandist in painting an image of 
Nicaragua's Sandinistas as Soviet vassals and in depicting the contra cause 
as a Latin reincarnation of the American Revolution. 

(Joanne Omang, Washington Post, Al) 

IRAN-CONTRA PRORES WILL TOP AGENDA ON HILL 

Congress will begin its new legislative year the same way it ended 1986, 
only more so: with intensified investigations of the Iranian arms-contra 
funds diversion at the top of its agenda. 

Both the House and Senate are expected to take up legislation to create 
special investigative panels in each chamber as soon as lawmakers return to 
Washington on Tuesday, and final action on the authorizing measures could 
be completed by the end of the week. 

(Nancy Schwerzler, Baltimore Sun, Al) 

SOVIETS BROADCAST REAGAN'S GREETING 
Edited New Year's Message Follows Jamming 

MOSCOW -- State-controlled Soviet radio this morning broadcast President 
Reagan's New Year's address to the Soviet people -- just hours after a U.S. 
government Voice of America broadcast of the speech was heavily censored by 
electronic jamming. 

An edited version of Reagan's brief remarks was carried in Russian on a 
Radio Moscow news bulletin at 10 a. m. The Soviet broadcast, running just 
over seven minutes, excluded about 90 seconds of Reagan's original remarks. 

Reagan's upbeat speech, which focused on his positive expectations for 
U.S.-Soviet relations, was jammed when it was broadcast at midnight on New 
Year's eve, immediately after Soviet leader Gorbachev gave a more gloomy 
assessment of bilateral relations in a nationally televised New Year's 
address. (Gary Lee, Washington Post, Al9) 

-more-
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ROADBLOCKS TO PEACE 

The Reagan Administration will launch the new year with a splash of 
Middle East diplomacy. But judgin~ by the Vatican's diplomatic minuet over 
J erusalem and one former ambassador's appraisal of Israeli attitudes, the 
venture may not be productive. 

Consider the controversy this week over John Cardinal O'Connor's 
itinerary. It does not bode well for the trip Assistant Secretary of State 
Richard Murphy will undertake later in the month to Egypt, Israel and 
Jordan to see if leaders in the three countries are willing to make another 
stab at setting up peace talks. (Barry Schweid, News Analysis, AP) 

S. AFRICA WITHDRAWS REPORTED THREAT OF RETALIATION 

JOHANNESBURG -- The State-run South African Broadcasting Corporation 
yesterday withdrew a report quoting Foreign Minister Roelof "Pik" Botha as 
saying that unless the United States stopped interfering with South 
Africa's internal politics, access to the country would become impossible 
for Americans. 

After inguiries, the SABC withdrew the news item, saying Mr. Botha had 
telephoned the news department to say he had been joking. 

(Washington Times, AS) 

CHINA SAYS U.S. RELATIONS ARE "STABLE" 

PEKING -- Foreign Minister Wu Xueqian said Wednesday that China's 
relations with the United States are "basically stable," but the 
controversy over Taiwan remains a major obstacle to further growth. 

In a review of Chinese foreign policy in 1986 released by the official 
Xinhua News Agency, Wu also said political ties with the Soviet Union 
showed "no substantial progress" during the year. 

Peking has been critical of continued U.S. military assistance to 
Taiwan, despite Washington's insistence that it has honored all of its 
agreements with China on dealings with the Nationalist island. (UPI) 

flfffl 
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NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION 

PALM SPRINGS As he flies back to Washington after a weeklong 
California vacation, President Reagan faces a stay in the hospital and a 
still-simmering controversy over secret arms deals with Iran. 

Presidential spokesman Larry Speakes said Reagan would watch the Fiesta 
Bowl football game on television tonight and be interviewed live from the 
White House at halftime. Speakes said the interview would deal with 
sports. (Dale Nelson, AP) 

- Reagan Faces Challenging New Year 

PALM SPRINGS -- President Reagan faces major personal challenges and the 
most difficult political hurdle of his Administration when he returns to 
Washington today after a six-day New Year's vacation. 

His problems include his health, the budget, the probes into 
controversial plans to fund Nicaraguan rebels with profits from arms sales 
to Iran and the bitterness of those who feel they were unfairly forced off 
the NSC, some whose members were alleged to have originated the plRns. 

(Patricia Wilson, Reuter) 

BUDGET WILL ASK CONTINUING RISES FOR THE MILITARY 

President Reagan's new budget proposes $1.8 trillion in military 
spending in the next five years but would slash Federal farm aid by more 
than half and sharply curtail the growth of many other domestic programs 
over the same period. 

Even though Congress, with Democrats in control of both houses, is 
likely to discard much of Mr. Reagan's budget, that budget seems to take 
account of some of the political opposition his proposals have encountered 
in the last six years. (Robert Pear, New York Times, Al) 

Reagan Budget Raises Military, Cuts Social Spending: Times 

NEW YORK -- President Reagan's new budget proposes $1. 8 trillion in 
mi l itary spending over the next five years while sharply cutting domestic 
programs, the New York Times, citing confidential documents, reported 
today. 

It noted that much of the proposes budget is likely to be discarded by 
Congress, both of whose houses are now controlled by opposition Democrats. 

(Reuter) 

Reagan's $1 Trillion Challenge To Hit Hill Monday 

President Reagan will send Congress a fiscal 1988 spending plan Monday 
that for the first time tops $1 trillion, while reining in a galloping 
federal deficit through program cuts and new revenue sources. 

The President's $1.02 trillion fiscal 1988 budget will propose cutting 
some $25 bil l ion from social programs -- a request the 100th Congress is 
not likely to grant. Mr. Reagan will recommend $25 billion in 3dditional 
revenue from new user fees and the sale of federal assets, 5.ncluding loan 
portfolios. (Mary Belcher, Washington Times, Al) 

-more-
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MANUFACTURERS EXPECTED TO HAVE STRONGER YEAR 

More Manufacturers are expected to share in economic growth in 1987 than 
last year as the proportion of declining industries in expected to shrink 
and exports to increase, according to a Commerce Department report on U.S. 
industry. 

Although the gains for manufacturers will be more widespread, they will 
be somewhat shallower for all industries compared with earlier years of the 
expansion when fewer industries prospered with stronger growth, Commerce 
Deputy Secretary Clarence Brown said. 

(Jane Seaberry, Washington Post, CB) 

STUDENT AID PROPOSAL SEEKS MAJOR EXPANSION OF UNSUBSIDIZED LOANS 
Repayment Schedule Linked To Income 

The Department of Education today released a proposal to increase 
dramatically a new and controversial student financial aid program that 
does not subsidize interest rates and links repayment schedules to a 
student's earnings after college. 

In approved by Congress, the program of "income-contingent loans" would 
grow from a $5 million pilot project this year to $600 million in fiscal 
1988. The program would allow students to borrow more than they are 
allowed under current financial aid formulas but would require them to pay 
the full cost of interest. (Barbara Vobejda, Washington Post, A3) 

Reagan Wants $600 Million For Student Loan Program 

President Reagan will ask Congress to create a $600 million student loan 
program that would have graduates repay the full cost of loans on a 
schedule geared to their income, the Education Department said yesterday. 

The proposed Income Contingent Loan System, to be included in the fiscal 
1988 budget the Administration will send to Capitol Hill next week, would 
be a drastic expansion of a $5 million pilot program approved by Congress 
last year. (UPI story, Washington Times, A2) 

Administration To Propose Stretched-Out Repayment Program 

Students would be able to borrow up to $50,000 for their education and 
take up to 30 years to repay it under a $600 million program that will be 
proposed in the federal budget to be presented to Congress next week. 

In announcing the program at a briefing this week, Bruce Carnes, deputy 
undersecretary of the Department of Education, would not say what cuts 
would be proposed in other areas to pay for the loans. (AP) 

PRESIDENT REAGAN/PERSONALITIES 

President Reagan, celebrating the New Year at the Annenberg Estate near 
Palm Springs, Calif., noted that the 98th annual Tournament of Roses Parade 
was the first since the rose became the national flower. 

"It is only right for us as Americans to take a great deal of pleasure 
in this new year," he satd yesterday. "Our nation is free and at peace. 
Our fundamental values of faith, hard work and family remain strong." 

(Kevin Douglass, Washington Post, D3) 
-End of A-Section-
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NETWORK NEWS SUMMARY 

(NBC and ABC did not air telecasts due to football.) 

HOTEL FIRE 

CBS's CHARLES KURALT reports it was such a bad fire they still don't know 
how many people died in it. Forty-two bodies have been recovered so far 
and the governor of Puerto Rico said the fire that wrecked the Du Pont 
Plaza Hotel in San Juan yesterday might very well have been deliberately 
set. (CBS-Lead) 

NEW YEAR'S GREETING 

KURALT: Soviet state radio offered a delayed broadcast today of President 
Reagan's New Year's greeting to the Russian people but not all of it. An 
indirect reference to the Soviet invasion of Afghanistan was cut by Soviet 
censors. The original version of Mr. Reagan's message was jammed by the 
Russians as it was beamed out yest_erday by Voice of America. The censored 
Soviet version was aired without notice and before many Soviet citizens 
were even awake. (CBS-4) 

STUDENT LOANS 

KURALT: President ReagP.n's new federal budget will include a request for a 
new type of student loan program and seek $600,000,000 from other parts of 
the Education Department budget to pay for it. The new program will allow , 
students to borrow up to $50,000. How quickly they pay the money back 
would be based on their income. (CBS-8) 

-end of B-Section-
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TODAY'S HEADLINES 

IRAN -- NICARAGUA 

IRAN-CONTRA PROBES WILL TOP AGENDA ON HILL -- Congress will begin its new 
legislative year the same way it ended 1986, only more so: with intensified 
investigations of the Iranian arms-contra funds diversion at the top of its 
agenda. (Baltimore Sun) 

INTERNATIONAL NEWS 

SOVIETS BROADCAST REAGAN'S GREETING -- State-controlled Soviet radio this 
morning broadcast President Reagan's New Year's address to the Soviet 
people -- just hours after a U.S. government Voice of America broadcast of 
the speech was heavily censored by electronic jannning. 

(Washington Post) 
NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION -- As he flies 
back to Washington after a weeklong California vacation, President Reagan 
faces a stay in the hospital and a still-simmering controversy over secret 
arms deals with Iran. (AP) 

NETWORK NEWS (Thursday Evening) 

HOTEL FIRF -- Forty-two bodies 
have been recovered so far in 
the fire that wrecked the Du Pont 
Plaza Hotel in San Juan Puerto Rico. 

NEW YEAR'S GREETING -- Soviet state 
radio offered a delayed broadcast 
today of President Reagan's New 
Year's greeting to the Russian 
people but not ail of it. 

STUDENT LOANS -- President Reagan's 
new federal budget will include a 
request for a new type of student 
loan program. 
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For complete stories or information, please call 456-2950. 
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IRAN -- NICARAGUA/INTERNATIONAL NEWS 

REAGAN RALLIED FOR AID TILL HILL SURRENDERED 
Initial White House Doubts Were Overcome 

The spring of 1983 was a critical season in U.S. foreign policy. 
Congress was openly rebelling against President Reagan's "secret" aid to 
contra rebels fighting the government of Nicaragua and the President, 
always formidable in any political tussle, decided to abandon the silence 
he had kept for more than two years on the issue. 

As former and current officials connected with the U, S.-contra 
relationship see it, Reagan eventually wore Congress down in his repeated 
ca.11 for substantial military assistance to the contras. He became the 
Administration's most effective propagandist in painting an image of 
Nicaragua's Sandinistas as Soviet vassals and in depicting the contra cause 
as a Latin reincarnation of the American Revolution. 

(Joanne Omang, Washington Post, Al) 

IRAN-CONTRA PRORES WILL TOP AGENDA ON HILL 

Congress will begin its new legislative year the same way it ended 1986, 
only more so: with intensified investigations of the Iranian arms-contra 
funds diversion at the top of its agenda. 

Both the House and Senate are expected to take up legislation to create 
special investigative panels in. each chamber as soon as lawmakers return to 
Washington on Tuesday, and final action on the authorizing measures could 
be completed by the end of the week. 

(Nancy Schwerzler, Baltimore Sun, Al) 

SOVIETS BROADCAST REAGAN'S GREETING 
Edited New Year's Message Follows Jamming 

MOSCOW -- State-controlled Soviet radio this morning broadcast President 
Reagan's New Year's address to the Soviet people -- just hours after a U.S. 
government Voice of America broadcast of the speech was heavily censored by 
electronic jamming. 

An edited version of Reagan's brief remarks was carried in Russian on a 
Radio Moscow news bulletin at 10 a.m. The Soviet broadcast, runninp; just 
over seven minutes, excluded about 90 seconds of Reagan's original remarks. 

Reagan's upbeat speech, which focused on his positive expectations for 
U.S.-Soviet relations, was jammed when it was broadcast at midnight on New 
Year's eve, immediately after Soviet leader Gorbachev gave a more gloomy 
assessment of bilateral relations in a nationally televised New Year's 
address. (Gary Lee, Washington Post, Al9) 

-more-
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ROADBLOCKS TO PEACE 

The Reagan Administration will launch the new year with a splash of 
Middle East diplomacy. But judging by the Vatican's diplomatic minuet over 
J erusalem and one former ambassador's appraisal of Israeli attitudes, the 
venture may not be productive. 

Consider the controversy this week over John Cardinal O'Connor's 
itinerary. It does not bode well for the trip Assistant Secretary of State 
Richard Murphy will undertake later in the month to Egypt, Israel and 
Jordan to see if leaders in the three countries are willing to make another 
stab at setting up peace talks. (Barry Schweid, News Analysis, AP) 

S. AFRICA WITHDRAWS REPORTED THREAT OF RETALIATION 

JOHANNESBURG -- The State-run South African Broadcasting Corporation 
yesterday withdrew a report quoting Foreign Minister Roelof "Pik" Botha as 
saying that unless the United States stopped interfering with South 
Africa's internal politics, access to the country would become impossible 
for Americans. 

After inquiries, the SABC withdrew the news item, saying Mr. Botha had 
telephoned the news department _to say he had been joking. 

(Washington Times, AS) 

CHINA SAYS U.S. RELATIONS ARE "STABLE" 

PEKING -- Foreign Minister Wu Xueqian said Wednesday that China's 
relations with the United States are "basically stable," but the 
controversy over Taiwan remains a major obstacle to further growth. 

In a review of Cninese foreign policy in 1986 released by the official 
Xinhua News Agency, Wu also said political ties with the Soviet Union 
showed "no substantial progress" during the year. 

Peking has been critical of continued U.S. military assistance to 
Taiwan, despite Washington's insistence that it has honored all of its 
agreements with China on dealings with the Nationalist island. (UPI) 

111111 
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NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION 

PALM SPRINGS As he flies back to Washington after a weeklong 
California vacation, President Reagan faces a stay in the hospital and a 
still-simmering controversy over secret arms deals with Iran. 

Presidential spokesman Larry Speakes said Reagan would watch the Fiesta 
Bowl football game on television tonight and be interviewed live from the 
White House at halftime. Speakes said the interview would deal with 
sports. (Dale Nelson, AP) 

Reagan Faces Challenging New Year 

PALM SPRINGS -- President Reagan faces major personal challenges and the 
most difficult political hurdle of his Administration when he returns to 
Washington today after a six-day New Year's vacation. 

His problems include his health, the budget, the probes into 
controversial plans to fund Nicaraguan rebels with profits from arms sales 
to Iran and the bitterness of those who feel they were unfairly forced off 
the NSC, some whose members were alleged to have originated the plRns. 

(Patricia Wilson, Reuter) 

BUDGET WILL ASK CONTINUING RISES FOR THE MILITARY 

President Reagan's new budget proposes $1.8 trillion in military 
spending in the next five years but would slash Federal farm aid by more 
than half and sharply curtail the growth of many other domestic programs 
over the same period. 

Even though Congress, with Democrats in control of both houses, is 
likely to discard much of Mr. Reagan's budget, that budget seems to take 
account of some of the political opposition his proposals have encountered 
in the last six years. (Robert Pear, New York Times, Al) 

Reagan Budget Raises Military, Cuts Social Spending: Times 

NEW YORK -- President Reagan's new budget proposes $1. 8 trillion in 
military spending over the next five years while sharply cutting domestic 
programs, the New York Times, citing confidential documents, reported 
today. 

It noted that much of the proposes budget is likely to be discarded by 
Congress, both of whose houses are now controlled by opposition Democrats. 

(Reuter) 

Reagan's $1 Trillion Challenge To Hit Hill Monday 

President Reagan will send Congress a fiscal 1988 spending plan Monday 
that for the first time tops $1 trillion, while reining in a galloping 
federal deficit through program cuts and new revenue sources. 

The President's $1.02 trillion fiscal 1988 budget will propose cutting 
some $25 bil l ion from soc~al programs -- a request the 100th Congress is 
not likely to grant. Mr. Reagan will recommend $25 billion in additional 
revenue from new user fees and the sale of federal assets, including loan 
portfolios. (Mary Belcher, Washington Times, Al) 

-more-
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MANUFACTURERS EXPECTED TO HAVE STRONGER YEAR 

More Manufacturers are expected to share in economic growth in 1987 than 
last year as the proportion of declining industries in expected to shrink 
and exports to increase, according to a Commerce Department report on U.S. 
industry. 

Although the gains for manufacturers will be more widespread, they will 
be somewhat shallower for all industries compared with earlier years of the 
expansion when fewer industries prospered with stronger growth, Commerce 
Deputy Secretary Clarence Brown said. 

(Jane Seab-erry, Washington Post, C8) 

STUDENT AID PROPOSAL SEEKS MAJOR EXPANSION OF UNSUBSIDIZED LOANS 
Repayment Schedule Linked To Income 

The Department of EducRtion today released a proposal to increase 
dramatically a new and controversial student financial aid program that 
does not subsidize interest rates and links repayment schedules to a 
student's earnings after college. 

In approved by Congress, the program of "income-contingent loans" would 
grow from a $5 million pilot project this year to $600 million in fiscal 
1988. The program would allow students to borrow more than they are 
allowed under current financial aid formulas but would require them to pay 
the full cost of interest. (Barbara Vobejda, Washington Post, A3) 

Reagan W2nts $600 Million For Student Loan Program 

President Reagan will ask Congress to create a $600 million student loan 
program that would have graduates repay the full cost of loans on a 
schedule geared to their income, the Education Department said yesterday. 

The proposed Income Contingent Loan System, to be included in the fiscal 
1988 budget the Administration will send to Capitol Hill next week, would 
be a drastic expansion of a $5 million pilot program approved by Congress 
last year. (UPI story, Washington Times, A2) 

Administration To Propose Stretched-Out Repayment Program 

Students would be able to borrow up to $50,000 for their education and 
take up to 30 years to repay it under a $600 million program that will be 
proposed in the federal budget to be presented to Congress next week. 

In announcing the program at a briefing this week, Bruce Carnes, deputy 
undersecretary of the Department of Education, would not say what cuts 
would be proposed in other areas to pay for the loans. (AP) 

PRESIDENT REAGAN/PERSONALITIES 

President Reagan, celebrating the New Year at the Annenberg Estate near 
Palm Springs, Calif., noted that the 98th annual Tournament of Roses Parade 
was the first since the rose became the national flower. 

"It is only right for us as Americans to take a great deal of pleasure 
in this new year," he satd yesterday. "Our nation is free and at peace. 
Our fundamental values of faith, hard work and family remain strong." 

(Kevin Douglass, Washington Post, D3) 
-End of A-Section-
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NETWORK NEWS SUMMARY 

(NBC and ABC did not air telecasts due to football.) 

HOTEL FIRE 

CBS's CHARLES KURALT reports it was such a bad fire they still don't know 
how many people died in it. Forty-two bodies have been recovered so far 
and the governor of Puerto Rico said the fire that wrecked the Du Pont 
Plaza Hotel in San Juan yesterday might very well have been deliberately 
set. (CBS-Lead) 

NEW YEAR'S GREETING 

KURALT: Soviet state radio offered a delayed broadcast today of President 
Reagan's New Year's greeting to the Russian people but not all of it. An 
indirect reference to the Soviet invasion of Afghanistan was cut by Soviet 
censors. The original version of Mr. Reagan's message was jammed by the 
Russians as it was beamed out yesterday by Voice of America. The censored 
Soviet version was aired without notice and before mariy Soviet citizens 
were even awake. (CBS-4) 

STUDENT LOANS 

KURALT: President ReagRn's new federal budget will include a request ~or a 
new type of student loan program and seek $600,000,000 from other parts of 
the Education Department budget to pay for it. The new program will 2llow 
students to borrow up to $50,000. How quickly they pay the money back 
would be based on their income. (CBS-8) 

-end of B-Section-
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the speech was heavily censored by electronic jannning. 

(Washington Post) 
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REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION -- As he flies 
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arms deals with Iran. (AP) 
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IRAN -- NICARAGUA/INTERNATIONAL NEWS 

REAGAN RALLIED FOR AID TILL HILL SURRENDERED 
Initial White House Doubts Were Overcome 

The spring of 1983 was a critical season in U.S. foreign policy. 
Congress was openly rebelling against President Reagan's "secret" aid to 
contra rebels fighting the government of Nicaragua and the President, 
always formidable in any political tussle, decided to abandon the silence 
he had kept for more than two years on the issue. 

As former and current officials connected with the U.S.-contra 
relationship see it, Reagan eventually wore Congress down in his repeated 
call for substantial military assistance to the contras. He became the 
Administration's most effective propagandtst in painting an image of 
Nicaragua's Sandinistas as Soviet vassals and in depicting the contra cause 
as a Latin reincarnation of the American Revolution. 

(Joanne Omang, Washington Post, Al) 

IRAN-CONTRA PRORES WILL TOP AGENDA ON HILL 

Congress will begin its new legislative year the same way it ended 1986, 
only more so: with intensified investigations of the Iranian arms-contra 
funds diversion at the top of .its agenda. 

Both the House and Senate are expected to take up legislation to create 
special investigative panels in each chamber as soon as lawmakers return to 
Washington on Tuesday, and final action on the authorizing measures could 
be completed by the end of the week. 

(Nancy Schwerzler, Baltimore Sun, Al) 

SOVIETS BROADCAST REAGAN'S GREETING 
Edited New Year's Message Follows Jamming 

MOSCOW -- State-controlled Soviet radio this morning broadcast President 
Reagan's New Year's address to the Soviet people -- just hours after a U.S. 
government Voice of America broadcast of the speech was heavily censored by 
electronic jamming. 

An edited version of Reagan's brief remarks was carried in Russian on a 
Radio Moscow news bulletin at 10 a. m. The Soviet broadcast, running just 
over seven minutes, excluded about 90 seconds of Reagan's original remarks. 

Reagan's upbeat speech, which focused on his positive expectations for 
U.S.-Soviet relations, was jammed when it was broadcast at midnight on New 
Year's eve, immediately after Soviet leader Gorbachev gave a more gloomy 
assessment of bilateral relations in a nationally televised New Year's 
address. (Gary Lee, Washington Post, Al9) 

-more-
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ROADBLOCKS TO PEACE 

The Reagan Administration will launch the new year with a splash of 
Middle East diplomacy. But judgin~ by the Vatican's diplomatic minuet over 
J erusalem and one former ambassador's appraisal of Israeli attitudes, the 
venture may not be productive. 

Consider the controversy this week over John Cardinal O'Connor's 
itinerary. It does not bode well for the trip Assistant Secretary of State 
Richard Murphy will undertake later in the month to Egypt, Israel and 
Jordan to see if leaders in the three countries are willing to make another 
stab at setting up peace talks. (Barry Schweid, News Analysis, AP) 

S. AFRICA WITHDRAWS REPORTED THREAT OF RETALIATION 

JOHANNESBURG -- The State-run South African Broadcasting Corporation 
yesterday withdrew a report quoting Foreign Minister Roelof "Pik" Botha as 
saying that unless the United States stopped interfering with South 
Africa's internal politics, access to the country would become impossible 
for Americans. 

After inquiries, the SABC withdrew the news item, saying Mr. Botha had 
telephoned the news department to say he had been joking. 

(Washington Times, AS) 

CHINA SAYS U.S. RELATIONS ARE "STABLE" 

PEKING -- Foreign Minister Wu Xueqian said Wednesday that China's 
relations with the United States are "basically stable," but the 
controversy over Taiwan remains a major obstacle to further growth. 

In a review of Chinese foreign policy in 1986 released by the official 
Xinhua News Agency, Wu also said political ties with the Soviet Union 
showed "no substantial progress" during the year. 

Peking has been critical of continued U.S. military assistance to 
Taiwan, despite Washington's insistence that it has honored all of its 
agreements with China on dealings with the Nationalist island. (UPI) 

flfffl 
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NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION 

PALM SPRINGS As he flies back to Washington after a weeklong 
California vacation, President Reagan faces a stay in the hospital and a 
still-simmering controversy over secret arms deals with Iran. 

Presidential spokesman Larry Speakes said Reagan would watch the Fiesta 
Bowl football game on television tonight and be interviewed live from the 
White House at halftime. Speakes said the interview would deal with 
sports. (Dale Nelson, AP) 

Reagan Faces Challenging New Year 

PALM SPRINGS -- President Reagan faces major personal challenges and the 
most difficult political hurdle of his Administration when he returns to 
Washington today after a six-day New Year's vacation. 

His problems include his health, the budget, the probes into 
controversial plans to fund Nicaraguan rebels with profits from arms sales 
to Iran and the bitterness of those who feel they were unfairly forced off 
the NSC, some whose members were alleged to have originated the plRns. 

(Patricia Wilson, Reuter) 

BUDGET WILL ASK CONTINUING RISES FOR THE MILITARY 

President Reagan's new budget proposes $1.8 trillion in military 
spending in the next five years but would slash Federal farm aid by more 
than half and sharply curtail the growth of many other domestic programs 
over the same period. 

Even though Congress, with Democrats in control of both houses, is 
likely to discard much of Mr. Reagan's budget, that budget seems to take 
account of some of the political opposition his proposals have encountered 
in the last six years. (Robert Pear, New York Times, Al) 

Reagan Budget Raises Military, Cuts Social Spending: Times 

NEW YORK -- President Reagan's new budget proposes $1. 8 trillion in 
military spending over the next five years while sh2rply cutting domestic 
programs, the New York Times, citing confidential documents, reported 
today. 

It noted that much of the proposes budget is likely to be discarded by 
Congress, both of whose houses are now controlled by opposition Democrats. 

(Reuter) 

Reagan's $1 Trillion Challenge To Hit Hill Monday 

President Reagan will send Congress a fiscal 1988 spending plan Monday 
that for the first time tops $1 trillion, while reining in a gallopi.ng 
federal deficit through program cuts and new revenue sources. 

The Presi.dent's $1.02 trillion fjscal 1988 budget will propose cutting 
some $25 billion from social programs -- a request the 100th Congress is 
not likely to grant. Mr. Reagan will recommend $25 billion jn additional 
revenue from new user fees and the sale of federal assets, including loan 
portfolios. (Mary Belcher, Washington Times, Al) 

-more-
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MANUFACTURERS EXPECTED TO HAVE STRONGER YEAR 

More Manufacturers are expected to share in economic growth in 1987 than 
last year as the proportion of declining industries in expected to shrink 
and exports to increase, according to a Commerce Department report on U.S. 
industry. 

Although the gains for manufacturers will be more widespread, they will 
be somewhat shallower for all industries compared with earlier years of the 
expansion when fewer industries prospered with stronger growth, Commerce 
Deputy Secretary Clarence Brown said. 

(Jane Seaberry, Washington Post, C8) 

STUDENT AID PROPOSAL SEEKS MAJOR EXPANSION OF UNSUBSIDIZED LOANS 
Repayment Schedule Linked To Income 

The Department of Education today released a proposal to increase 
dramatically a new and controversial student financial aid program that 
does not subsidize interest rates and links repayment schedules to a 
student's earnings after college. 

In approved by Congress, the program of "income-contingent loans" would 
grow from a $5 million pilot project this year to $600 million in fiscal 
1988. The program would allow students to borrow more than they are 
allowed under current financial aid formulas but would require them to pay 
the full cost of interest. (Barbara Vobejda, Washington Post, A3) 

Reagan Wants $600 Million For Student Loan Program 

President Reagan will ask Congress to create a $600 million student loan 
program that would have graduates repay the full cost of loans on a 
schedule geared to their income, the Education Department said yesterday. 

The proposed Income Contingent Loan System, to be included in the fiscal 
1988 budget the Administration will send to Capitol Hill next week, would 
be a drastic expansion of a $5 million pilot program approved by Congress 
last year. (UPI story, Washington Times, A2) 

Administration To Propose Stretched-Out Repayment Program 

Students would be able to borrow up to $50,000 for their education and 
take up to 30 years to repay it under a $600 million program that will be 
proposed in the federal budget to be presented to Congress next week. 

In announcing the program at a briefing this week, Bruce Carnes, deputy 
undersecretary of the Department of Education, would not say what cuts 
would be proposed in other areas to pay for the loans. (AP) 

PRESIDENT REAGAN/PERSONALITIES 

President Reagan, celebrating the New Year at the Annenberg Estate near 
Palm Springs, Calif., noted that the 98th annual Tournament of Roses Parade 
was the first since the rose became the national flower. 

"It is only right for us as Americans to take a great deal of pleasure 
in this new year," he satd yesterday. "Our nation is free and at peace. 
Our fundamental values of faith, hard work and family remain strong." 

(Kevin Douglass, Washington Post, D3) 
-End of A-Section-
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NETWORK NEWS SUMMARY 

(NBC and ABC did not air telecasts due to football.) 

HOTEL FIRE 

CBS' s CHARLES KURALT reports it was such a bad fire they still don't· know 
how many people died in it. Forty-two bodies have been recovered so far 
and the governor of Puerto Rico said the fire that wrecked the Du Pont 
Plaza Hotel in San Juan yesterday might very well have been deliberately 
set. (CBS-Lead) 

NEW YEAR'S GREETING 

KURALT: Soviet state radio offered a delayed broadcast today of President 
Reagan's New Year's greeting to the Russian people but not all of it. An 
indirect reference to the Soviet invasion of Afghanistan was cut by Soviet 
censors. The original version of Mr. Reagan's message was jammed by the 
Russians as it was beamed out yesterday by Voice of America. The censored 
Soviet version was aired without notice and before many Soviet citizens 
were even awake. (CBS-4) 

STUDENT LOANS 

KURALT: President ReagRn's new federal budget will include a request !or a 
new type of student loan program and seek $600,000,000 from other parts of 
the Education Department budget to pay for it. The new program will allow 
students to borrow up to $50,000. How quickly they pay the money back 
would be based on their income. (CBS-8) 

-end of B-Section-
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IRAN -- NICARAGUA 

IRAN-CONTRA PROBES WILL TOP AGENDA ON HILL -- Congress will begin its new 
legislative year the same way it ended 1986, only more so: with intensified 
investigations of the Iranian arms-contra funds diversion at the top of its 
agenda. (Baltimore Sun) 

INTERNATIONAL NEWS 

SOVIETS BROADCAST REAGAN'S GREETING -- State-controlled Soviet r~dio this 
morning broadcast President Reagan's New Year's address to the Soviet 
people -- just hours after a U.S. government Voice of America broadcast of 
the speech was heavily censored by electronic jamming. 
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NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION -- As he flies 
back to Washington after a weeklong California vacation, President Reagan 
faces a stay in the hospital and a still-simmering controversy over secret 
arms dea l s with Iran. (AP) 

NETWORK NEWS (Thursday Evening) 

HOTEL FIRF -- Forty-two bodies 
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IRAN -- NICARAGUA/INTERNATIONAL NEWS 

REAGAN RALLIED FOR AID TILL HILL SURRENDERED 
Initial White House Doubts Were Overcome 

The spring of 1983 was a critical season in U.S. foreign policy. 
Congress was openly rebelling against President Reagan's "secret" aid to 
contra rebels fighting the government of Nicaragua and the President, 
always formidable in any political tussle, decided to abandon the silence 
he had kept for more than two years on the issue. 

As former and current officials connected with the U,S.-contra 
relationship see it, Reagan eventually wore Congress down in his repeated 
call for substantial military assistance to the contras. He became the 
Administration's most effective propagandist in painting an image of 
Nicaragua's Sandinistas as Soviet vassals and in depicting the contra cause 
as a Latin reincarnation of the American Revolution. 

(Joanne Omang, Washington Post, Al) 

IRAN-CONTRA PRORES WILL TOP AGENDA ON HILL 

Congress will begin its new legislative year the same way it ended 1986, 
only more so: with intensified investigations of the Iranian arms-contra 
funds diversion at the top of its agenda. 

Both the House and Senate are expected to take up legislation to create 
special investigative panels in each chamber as soon as lawmakers return to 
Washington on Tuesday, and final action on the authorizing measures could 
be completed by the end of the week. 

(Nancy Schwerzler, Baltimore Sun, Al) 

SOVIETS BROADCAST REAGAN'S GREETING 
Edited New Year's Message Follows Jamming 

MOSCOW -- State-controlled Soviet radio this morning broadcast President 
Reagan's New Year's address to the Soviet people -- just hours after a U.S. 
government Voice of America broadcast of the speech was heavily censored by 
electronic jamming. 

An edited version of Reagan's brief remarks was carried in Russian on a 
Radio Moscow news bulletin at 10 a. m. The Soviet broadcast, running just 
over seven minutes, excluded about 90 seconds of Reagan's original remarks. 

Reagan's upbeat speech, which focused on his positive expectations for 
U.S.-Soviet relations, was jammed when it was broadcast at midnight on New 
Year's eve, immediately after Soviet leader Gorbachev gave a more gloomy 
assessment of bilateral relations in a nationally televised New Year's 
address. (Gary Lee, Washington Post, Al9) 

-more-
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ROADBLOCKS TO PEACE 

The Reagan Administration will launch the new year with a splash of 
Middle East diplomacy. But judgin~ by the Vatican's diplomatic minuet over 
Jerusalem and one former ambassador's appraisal of Israeli attitudes, the 
venture may not be productive. 

Consider the controversy this week over John Cardinal O'Connor's 
itinerary. It does not bode well for the trip Assistant Secretary of State 
Richard Murphy will undertake later in the month to Egypt, Israel and 
Jordan to see if leaders in the three countries are willing to make another 
stab at setting up peace talks. (Barry Schweid, News Analysis, AP) 

S. AFRICA WITHDRAWS REPORTED THREAT OF RETALIATION 

JOHANNESBURG -- The State-run South African Broadcasting Corporation 
yesterday withdrew a report quoting Foreign Minister Roelof "Pik" Botha as 
saying that unless the United States stopped interfering with South 
Africa's internal politics, access to the country would become impossible 
for Americans. 

After inquiries, the SABC withdrew the news item, saying Mr. Botha had 
telephoned the news department to say he had been joking. 

(Washington Times, AS) 

CHINA SAYS U.S. RELATIONS ARE "STABLE" 

PEKING -- Foreign Minister Wu Xueqian said Wednesday that China's 
relations with the United States are "basically stable," but the 
controversy over Taiwan remains a major obstacle to further growth. 

In a review of Chinese foreign policy in 1986 released by the official 
Xinhua News Agency, Wu also said political ties with the Soviet Union 
showed "no substantial progress" during the year. 

Peking has been critical of continued U.S. military assistance to 
Taiwan, despite Washington's insistence that it has honored all of its 
agreements with China on dealings with the Nationalist island. (UPI) 

tiff If 
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NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION 

PALM SPRINGS As he flies back to Washington after a weeklong 
California vacation, President Reagan faces a stay in the hospital and a 
still-simmering controversy over secret arms deals with Iran. 

Presidential spokesman Larry Speakes said Reagan would watch the Fiesta 
Bowl football game on television tonight and be interviewed live from the 
White House at halftime. Speakes said the interview would deal with 
sports. (Dale Nelson, AP) 

Reagan Faces Challenging New Year 

PALM SPRINGS -- President Reagan faces major personal challenges and the 
most difficult political hurdle of his Administration when he returns to 
Washington today after a six-day New Year's vacation. 

His problems include his health, the budget, the probes into 
controversial plans to fund Nicaraguan rebels with profits from arms sales 
to Iran and the bitterness of those who feel they were unfairly forced off 
the NSC, some whose members were alleged to have originated the plans. 

(Patricia Wilson, Reuter) 

BUDGET WILL ASK CONTINUING RISES FOR THE MILITARY 

President Reagan's new budget proposes $1.8 trillion in military 
spending in the next five years but would slash Federal farm aid by more 
than half and sharply curtail the growth of many other domestic programs 
over the same period. 

Even though Congress, with Democrats in control of both houses, is 
likely to discard much of Mr. Reagan's budget, that budget seems to take 
account of some of the political opposition his proposals have encountered 
in the last six years. (Robert Pear, New York Times, Al) 

Reagan Budget Raises Military, Cuts Social Spending: Times 

NEW YORK -- President Reagan's new budget proposes $ 1. 8 trillion in 
military spending over the next five years while sharply cutting domestic 
programs, the New York Times, citing confidential documents, reported 
today. 

It noted that much of the proposes budget is likely to be discarded by 
Congress, both of whose houses are now controlled by opposition Democrats. 

(Reuter) 

Reagan's $1 Trillion Challenge To Hit Hill Monday 

President Reagan will send Congress a fiscal 1988 spending plan Monday 
that for the first time tops $1 trillion, while reining in a galloping 
federal deficit through program cuts and new revenue sources. 

The President's $1.02 trillion fiscal 1988 budget will propose cutting 
some $25 bilU.on from social programs -- a request the 100th Congress is 
not likely to grant. Mr. Reagan will recommend $25 billion in additional 
revenue from new user fees and the sale of federal assets, including loan 
portfolios. (Mary Belcher, Washington Times, Al) 

-more-
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MANUFACTURERS EXPECTED TO HAVE STRONGER YEAR 

More Manufacturers are expected to share in economic growth in 1987 than 
last year as the proportion of declining industries in expected to shrink 
and exports to increase, according to a Commerce Department report on U.S. 
industry. 

Although the gains for manufacturers will be more widespread, they will 
be somewhat shallower for all industries compared with earlier years of the 
expansion when fewer industries prospered with stronger growth, Commerce 
Deputy Secretary Clarence Brown said. 

(Jane Seaberry, Washington Post, C8) 

STUDENT AID PROPOSAL SEEKS MAJOR EXPANSION OF UNSUBSIDIZED LOANS 
Repayment Schedule Linked To Income 

The Department of Education today released a proposal to increase 
dramatically a new and controversial student financial aid program that 
does not subsidize interest rates and links repayment schedules to a 
student's earnings after college. 

In approved by Congress, the program of "income-contingent loans" would 
grow from a $5 million pilot project this year to $600 million in fiscal 
1988. The program would allow students to borrow more than they are 
allowed under current financial aid formulas but would require them to pay 
the full cost of interest. (Barbara Vobejda, Washington Post, A3) 

Reagan Wants $600 Million For Student Loan Program 

President Reagan will ask Congress to create a $600 million student loan 
program that would have graduates repay the full cost of loans on a 
schedule geared to their income, the Education Department said yesterday. 

The proposed Income Contingent Loan System, to be included in the fiscal 
1988 budget the Administration will send to Capitol Hill next week, would 
be a drastic expansion of a $5 million pilot program approved by Congress 
last year. (UPI story, Washington Times, A2) 

Administration To Propose Stretched-Out Repayment Program 

Students would be able to borrow up to $50,000 for their education and 
take up to 30 years to repay it under a $600 million program that will be 
proposed in the federal budget to be presented to Congress next week. 

In announcing the program at a briefing this week, Bruce Carnes, deputy 
undersecretary of the Department of Education, would not say what cuts 
would be proposed in other areas to pay for the loans. (AP) 

PRESIDENT REAGAN/PERSONALITIES 

President Reagan, celebrating the New Year at the Annenberg Estate near 
Palm Springs, Calif., noted that the 98th annual Tournament of Roses Parade 
was the first since the rose became the national flower. 

"It is only right for us as Americans to take a great deal of pleasure 
in this new year," he sai.d yesterday. "Our nation is free and at peace. 
Our fundamental values of faith, hard work and fam~ly remain strong." 

(Kevin Douglass, Washington Post, D3) 
-End of A-Section-
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NETWORK NEWS SUMMARY 

(NBC and ABC did not air telecasts due to football.) 

HOTEL FIRE 

CBS's CHARLES KURALT reports it was such a bad fire they still don't know 
how many people died in it. Forty-two bodies have been recovered so far 
and the governor of Puerto Rico said the fire that wrecked the Du Pont 
Plaza Hotel in San Juan yesterday might very well have been deliberately 
set. (CBS-Lead) 

NEW YEAR'S GREETING 

KURALT: Soviet state radio offered a delayed broadcast today of President 
Reagan's New Year's greeting to the Russian people but not all of it. An 
indirect reference to the Soviet invasion of Afghanistan was cut by Soviet 
censors. The original version of Mr. Reagan's message was jammed by the 
Russians as it was beamed out yesterday by Voice of America. The censored 
Soviet version was aired without notice and before many Soviet citizens 
were even awake. (CBS-4) 

STUDENT LOANS 

KURALT: President Reag~n's new federal budget will include a request £or a 
new type of student loan program and seek $600,000,000 from other parts of 
the Education Department budget to pay for it. The new program will 2llow 
students to borrow up to $50,000. How · quickly they pay the money back 
would be based on their income. (CBS-8) 

-end of B-Section-
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IRAN -- NICARAGUA 

IRA.N-CONTRA PROBES WILL TOP AGENDA ON HILL -- Congress will begin its new 
legislative year the same way it ended 1986, only more so: with intensified 
investigations of the Iranian arms-contra funds diversion at the top of its 
agenda. (Baltimore Sun) 

INTERNATIONAL NEWS 

SOVIETS BROADCAST REAGAN'S GREETING -- State-controlled Soviet r~dio this 
morning broadcast President Reagan's New Year's address to the Soviet 
people -- just hours after a U.S. government Voice of America broadcast of 
the speech was heavily censored by electronic jamming. 

(Washington Post) 
NATIONAL NEWS 

REAGAN HEADING BACK TO WASHiNGTON, FACES HOSPITALIZATION -- As he flies 
back to Washington after a weeklong California vacation, President Reagan 
faces a stay in the hospital and a still-simmering controversy over secret 
arms deals with Iran. (AP) 

NETWORK NEWS (Thursday Evening) 

HOTEL FIRF. -- Forty-two bodies 
have been recovered so far in 
the fire that wrecked the Du Pont 
Plaza Hotel in San Juan Puerto Rico. 

NEW YEAR'S GREETING -- Soviet state 
radio offered a delayed broadcast 
today of President Reagan's New 
Year's greeting to the Russian 
people but not all of it. 

STUDENT LOANS -- President Reagan's 
new federal budget will include a 
request for a new type of student 
loan program. 

IRAN--NICARJ.GUA/ 
INTERNATIONAL NEWS .. A-2 

NATIONAL NEWS ......... A-4 

NETWORK NEWS .......... B-1 

This Summary is prepared Monday through Friday by the White House News Summary Staff. 
For complete stories or information, please call 456-2950. 



White House News Summary -- Friday, January 2, 1987 -- A-2 

IRAN -- NICARAGUA/INTERNATIONAL NEWS 

REAGAN RALLIED FOR AID TILL HILL SURRENDERED 
Initial White House Doubts Were Overcome 

The spring of 1983 was a critical season in U.S. foreign policy. 
Congress was openly rebelling against President Reagan's "secret" aid to 
contra rebels fighting the government of Nicaragua and the President, 
always formidable in any political tussle, decided to abandon the silence 
he had kept for more than two years on the issue. 

As former and current officials connected with the U.S.-contra 
relationship see it, Reagan eventually wore Congress down in his repeated 
call for substantial military assistance to the contras. He became the 
Administration's most effective propagandist in painting an image of 
Nicaragua's Sandinistas as Soviet vassals and in depicting the contra cause 
as a Latin reincarnation of the American Revolution. 

(Joanne Omang, Washington Post, Al) 

IRAN-CONTRA PROBES WILL TOP AGENDA ON HILL 

Congress will begin its new legislative year the same way it ended 1986, 
only more so: with intensified investigations of the Iranian arms-contra 
funds diversion at the top of its agenda. 

Both the House and Senate are expected to take up legislation to create 
special investigative panels in each chamber as soon as lawmakers return to 
Washington on Tuesday, and final action on the authorizing measures could 
be completed by the end of the week. 

(Nancy Schwerzler, Baltimore Sun, Al) 

SOVIETS BROADCAST REAGAN'S GREETING 
Edited New Year's Message Follows Jamming 

MOSCOW -- State-controlled Soviet radio this morning broadcast President 
Reagan's New Year's address to the Soviet people -- just hours after a U.S. 
government Voice of America broadcast of the speech was heavily censored by 
electronic jamming. 

An edited version of Reagan's brief remarks was carried in Russian on a 
Radio Moscow news bulletin at 10 a. m. The So"iet broadcast, runninp; just 
over seven minutes, excluded about 90 seconds of Reagan's original remarks. 

Reagan's upbeat speech, which focused on his positive expectations for 
U.S.-Soviet relations, was jammed when it was broadcast at midnight on New 
Year's eve, immediately after Soviet leader Gorbachev gave a more gloomy 
assessment of bilateral relations in a nationally televised New Year's 
address. (Gary Lee, Washington Post, Al9) 

-more-
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ROADBLOCKS TO PEACE 

The Reagan Administration will launch the new year with a splash of 
Middle East diplomacy. But judging by the Vatican's diplomatic minuet over 
J erusalem and one former ambassador's appraisal of Israeli attitudes, the 
venture may not be productive. 

Consider the controversy this week over John Cardinal O'Connor's 
itinerary. It does not bode well for the trip Assistant Secretary of State 
Richard Murphy will undertake later in the month to Egypt, Israel and 
Jordan to see if leaders in the three countries are willing to make another 
stab at setting up peace talks. (Barry Schweid, News Analysis, AP) 

S. AFRICA WITHDRAWS REPORTED THREAT OF RETALIATION 

JOHANNESBURG -- The State-run South African Broadcasting Corporation 
yesterday withdrew a report quoting Foreign Minister Roelof "Pik" Botha as 
saying that unless the United States stopped interfering with South 
Africa's internal politics, access to the country would become impossible 
for Americans. 

After inquiries, the SABC withdrew the news item, saying Mr. Botha had 
telephoned the news department to say he had been joking. 

(Washington Times, AS) 

CHINA SAYS U.S. RELATIONS ARE "STABLE" 

PEKING -- Foreign Minister Wu Xueqian said Wednesday that China's 
relations with the United States are "basically stable," but the 
controversy over Taiwan remains a major obstacle to further growth. 

In a review of Chinese foreign policy in 1986 released by the official 
Xinhua News Agency, Wu also said political ties with the Soviet Union 
showed "no substantial progress" during the year. 

Peking has been critical of continued U.S. military assistance to 
Taiwan, despite Washington's insistence that it has honored all of its 
agreements with China on dealings with the Nationalist island. (UPI) 
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NATIONAL NEWS 

REAGAN HEADING BACK TO WASHINGTON, FACES HOSPITALIZATION 

PALM SPRINGS As he flies back to Washington after a weeklong 
California vacation, President Reagan faces a stay in the hospital and a 
still-simmering controversy over secret arms deals with Iran. 

Presidential spokesman Larry Speakes said Reagan would watch the Fiesta 
Bowl football game on television tonight and be interviewed live from the 
White House at halftime. Speakes said the interview would deal with 
sports. (Dale Nelson, AP) 

Reagan Faces Challenging New Year 

PALM SPRINGS -- President Reagan faces major personal challenges and the 
most difficult political hurdle of his Administration when he returns to 
Washington today after a six-day New Year's vacation. 

His problems include his health, the budget, the probes into 
controversial plans to fund Nicaraguan rebels with profits from arms sales 
to Iran and the bitterness of those who feel they were unfairly forced off 
the NSC, some whose members were alleged to have originated the plans. 

(Patricia Wilson, Reuter) 

BUDGET WILL ASK CONTINUING RISES FOR THE MILITARY 

President Reagan's new budget proposes $1.8 trillion in military 
spending in the next five years but would slash Federal farm aid by more 
than half and sharply curtail the growth of many other domestic programs 
over the same period. 

Even though Congress, with Democrats in control of both houses, is 
likely to discard much of Mr. Reagan's budget, that budget seems to take 
account of some of the political opposition his proposals have encountered 
in the last six years. (Robert Pear, New York Times, Al) 

Reagan Budget Raises Military, Cuts Social Spending: Times 

NEW YORK -- President Reagan's new budget proposes $1.8 trillion in 
military spending over the next five years while sh2rply cutting domestic 
programs, the New York Times, citing confidential documents, reported 
today. 

It noted that much of the proposes budget is likely to be discarded by 
Congress, both of whose houses are now controlled by opposition Democrats. 

(Reuter) 

Reagan's $1 Trillion Challenge To Hit Hill Monday 

President Reagan will send Congress a fiscal 1988 spending plan Monday 
that for the first time tops $1 trillion, while reining in a galloping 
federal deficit through program cuts and new revenue sources. 

The President's $1.02 trillion fjscal 1988 budget will propose cutting 
some $25 bil l ion from social programs -- a request the 100th Congress is 
not likely to grant. Mr. Reagan will recommend $25 billion in additional 
revenue from new user fees and the sale of federal assets, including loan 
portfolios. (Mary Belcher, Washington Times, Al) 

-more-
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MANUFACTURERS EXPECTED TO HAVE STRONGER YEAR 

More Manufacturers are expected to share in economic growth in 1987 than 
last year as the proportion of declining industries in expected to shrink 
and exports to increase, according to a Commerce Department report on U.S. 
industry. 

Although the gains for manufacturers will be more widespread, they will 
be somewhat shallower for all industries compared with earlier years of the 
expansion when fewer industries prospered with stronger growth, Commerce 
Deputy Secretary Clarence Brown said. 

(Jane Seaberry, Washington Post, C8) 

STUDENT AID PROPOSAL SEEKS MAJOR EXPANSION OF UNSUBSIDIZED LOANS 
Repayment Schedule Linked To Income 

The Department of Education today released a proposal to increase 
dramatically a new and controversial student financial aid program that 
does not subsidize interest rates and links repayment schedules to a 
student's earnings after college. 

In approved by Congress, the program of "income-contingent loans" would 
grow from a $5 million pilot project this year to $600 million in fiscal 
1988. The program would allow students to borrow more than they are 
allowed under current financial aid formulas but would require them to pay 
the full cost of interest. (Barbara Vobejda, Washington Post, A3) 

Reagan Wants $600 Million For Student Loan Program 

President Reagan will ask Congress to create a $600 million st11dent loan 
program that would have graduates repay the full cost of loans on a 
schedule geared to their income, the Education Department said yesterday. 

The proposed Income Contingent Loan System, to be included in the fiscal 
1988 budget the Administration will send to Capitol Hill next week, would 
be a drastic expansion of a $5 million pilot program approved by Congress 
last year. (UPI story, Washington Times, A2) 

Administration To Propose Stretched-Out Repayment Program 

Students would be able to borrow up to $50,000 for their education and 
take up to 30 years to repay it under a $600 million program that will be 
proposed in the federal budget to be presented to Congress next week. 

In announcing the program at a briefing this week, Bruce Carnes, deputy 
undersecretary of the Department of Education, would not say what cuts 
would be proposed in other areas to pay for the loans. (AP) 

PRESIDENT REAGAN/PERSONALITIES 

President Reagan, celebrating the New Year at the Annenberg Estate near 
Palm Springs, Calif., noted that the 98th annual Tournament of Roses Parade 
was the first since the rose became the national flower. 

"It is only right for us as Americans to take a great deal of pleasure 
in this new year," he safd yesterday. "Our nation is free and at peace. 
Our fundamental values of faith, hard work and family remain strong." 

(Kevin Douglass, Washington Post, D3) 
-End of A-Section-
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NETWORK NEWS SUMMARY 

(NBC and ABC did not air telecasts due to football.) 

HOTEL FIRE 

CBS's CHARLES KURALT reports it was such a bad fire they still don't know 
how many people died in it. Forty-two bodies have been recovered so far 
and the governor of Puerto Rico said the fire that wrecked the Du Pont 
Plaza Hotel in San Juan yesterday might very well have been deliberately 
set. (CBS-Lead) 

NEW YEAR'S GREETING 

KURALT: Soviet state radio offered a delayed broadcast today of President 
Reagan's New Year's greeting to the Russian people but not all of it. An 
indirect reference to the Soviet invasion of Afghanistan was cut by Soviet 
censors. The original version of Mr. Reagan's message was jammed by the 
Russians as it was beamed out yesterday by Voice of America. The censored 
Soviet version was aired without notice and before many Soviet citizens 
were even awake. (CBS-4) 

STUDENT LOANS 

KURALT: President ReagRn's new federal budget will include a request £or a 
new type of student loan program and seek $600,000,000 from other parts of 
the Education Department budget to pay for it. The new program will allow 
students to borrow up to $50,000. How quickly they pay the money back 
would be based on their income. (CBS-8) 

-end of B-Section-


