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MEMORANDUM 
~he President has seen__:_ 

THE WHITE HOUSE 

WASHI N GTON 

June 22, 1981 

MEMORANDUM FOR: The President 

FROM: 

I think it is imperative that you appoint a woman to the 
Supreme Court. , 

_:J 
1. It means you will live up to a commitment you made and 
have that behind you. 

2. It will go a long way towards solving the problem we have 
with the lack of women in this Administration in high places. 

3. It will take off of your back the impression, however 
unjustified, that you and your senior staffers are anti-women. 

4. It would be a very good political move. It will strengthen 
our base among women and probably among men also. 

I believe there is a strong feeling in this country that a 
woman deserves a chance to serve on the Supreme Court. I think 
also that if you do not appo1nt a woman you will be perceived 
to have renedged on your promise and that will hurt you in the 
Congress if your effort to get your legislative package passed 
and will oer.1!:ainly .. hurt: you · .in the ·p0l ls )and,: al I _;in ·.all, 
wi ll have a strong negative effect that will hurt your overall 
standing and your overall ability to get your legislative 
program through the Congress. 

I think it will also hurt our chances to pick up seats in the 
next election - - especially if another vacancy does not occur 
before then. 

One more thing - - it's the right thing to do. 

cc: Jim Baker 
Mike Deaver 
Dave Gergen 
Ed Meese 





The President has seen ___ _ 

THE SECRETARY OF THE TREASURY 

WASHINGTON, D . C . 20220 

July 24, 1981 

MEMORANDUM FOR THE HONORABLE 
JAMES A. BAKER, III 
ASSISTANT TO THE PRESIDENT 

Per our conversation attached is a 
memorandum to the President suggesting he 
make calls to Jack Kemp ·,and Bill Young to 
obtain their support for inclusion of the 
Multilateral Development Banks in the 
reconciliation bill. 

Donald T. Regan 

Attachment 
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THE WHITE HOUSE 

WASHINGTON 

NOTE FOR: 

Date: 7 /28/81 

SECRETARY REGAN 
via Craig Fuller 

The President has 

seen 

acted upon xx 
-------

the attached; and it is forwarded 
to you for your information. 

Richard G. Darman 
Deputy Assistant to the President 

and Staff Secretary 
(X2702) 

cc: James A. Baker III 
Max Friedersdorf 

···· ·· ····•···· ····· ········•·· ······ ························· ·· ····· ············ ·· ············• 

·' I 

• i 
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7/24/81 

Mr. Friedersdorf: 

Dick Darman's office would like 
you approval on the attached 
recommended phone calls by the 
President, and are holding the 
papers to give the President pending 
your approval/disapproval. 

---··-------·-----

I 
,: 
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July 24, 1981 l iil 

MEMORANDUM FOR THE PRESIDENT 

Subject: Status of MDB Legislation 

The House Banking Committee has included the authorization 
for the Multilateral Development Banks (MDBs} in the reconciliation 
bill, but has placed limitations on appropriations. The effect of 
the cap of th e IDA is to breach the internationally negotiated 
agreement, which calls for a U.S. contribution of $3.24 billion 
over three years. 

The Senate reconciliation bill does not contain any authori­
zation for the MDBs. The Senate has passed the Administration's 
authorization request separately. 

The Chairman of the House Banking Committee, Fernand St Germain, 
has indicated that if the authorization is not provided for IDA in 
the reconciliation bill, it is unlikely that a separate bill for 
authorization will ever be reported to the House floor for action. 
The Rank ing Minority Member, Bill Stanton, agrees with this assess­
ment. Th e Bouse Banking Committee conferees have . unanimously 
agreed that the MDB authorization should be handled within the 
reconcili a tion conference, and that the limitations should ue 
lift e d to reflect the Administration's request. 

The Senate Foreign Relations and Senate Budget Committees 
are willing to do this, if there is assurance that the conference 
report will not be jeopardized on the House floor by opposition to 
this issue by several Republican members. 

Rep r e s e ntatives Bill Young and Jack Kemp have stated they 
will actively oppose the conference report if IDA authorization 
is included and th~y will carry additional Republicans with them. 



-2- ,..,·,· 

In a discussion between Minority Leader Michel, Representatives 
Bill Stanton, Torn Evans, and Bill Young and Deputy Treasury Secretary 
McNarnar, Bill Young indicated a willingness not to oppose· the inclusion. 
of IDA in the conference or the Administration appropriation request 
if he and Jack Kemp have an opportunity to discuss the issue with 
you. 

I believe you should meet with Young and Kemp at some point 
but our immediate task is to gain their acceptance to include the 
MDB authorization in the reconciliation bill. 

·I r e commend you call Jack Kemp and Bill Young and ask for 
their support. Talking P~ints are attached . 

Attachment 

.z>~ ~?, A_~ 
Donald T. Reg:J 

.I 
I 
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Multilateral Development Banks and Reconciliation 
Talking Points 

I need your support for inclriding an IDA VI authorization 
of $ 3. 24 billion in the budget reconciliation bill. ·:, •• 

U.S. participation in IDA VI was an important issue 1 

at the Ottawa Summit and our Allies are concerned 
at the lengthy delay in securing Congressional approval 
of this legislation and see IDA VI as a litmus test · 
of our willingness to cooperate on other international 
economic issues. 

. · ,' • • ~ 1 ~-

I have committed my Administration to take action ·_ to • 
fulfill this already-·negotiated arrangement. Our ... . 
credibility is now on the line. • ·" 

You have raised some serious reservations about 
multilateral development bank policies. 

I agree with some of those reservations and my 
appointments (both at Treasury and to the Bank Boards) 
clearly indicate that some changes wil1 be made. , 
You can be sure that we will not be pushing policies ·-, ... ; ' ... 
in the third world which are contrary td the economic:· 
principles of market system development and economic • 
growth. 

However, to continue U.S. leadership and influence 
and to make the changes we want to make in the Bank, 
we must provide the agreed share to IDA VI. 

I hope I can count on your support for including 
IDA VI in the reconciliation bill. 

Know you have problems with this, but we need your 
support and can assure you our intent to consult 
closely with Congress on future negotiations, and 
I want to hear your specific thoughts on the issues. 

NOTE: Wilson Schmidt, your nominee for Executive Director of 
the World Bank died this week. We intend to nominate 
an equally qualified. individual to assume this 
critical position. Schmidt was a renowned scholar on 
development and quite critical of Multilateral Develop­
ment Banks. 

J 
1_ .. 

' ' • • t 





THE WHITE HOUSE 

WASHINGTON 

July 29, 1981 

MR. PRESIDENT: 

We received this note at mid-day 
today. You had already discussed 
this with Ed Meese -- and approved 
the Union project, not the Great 
Plains project, as I understand it. 
It is my further understanding that 
the Great Plains project and one 
other synfuels project remain 
under review in Cabinet Councils. 

Richard G. Darman 

cc: Ed 



* * 
* * 

MEMORANDUM TO: THE PRESIDENT 

FROM: THE VICE PRESIDENT 

THE VICE PRESIDENT 

WASHINGTON 

July 28, 1981 

RE: Your Synfuels Decision 

I took Senators McClure and Domenici into my 
office after their meeting with you. We had a good talk 
about their projects and the political implications. My 
recommendations are that you (1) approve Great Plains (coal 
degassification) at that time, and (2) defer a decision on 
the shale projects, referring that matter to the new Synfuels 
Board for further consideration and recommendation. 

~ 
v\,A..-A-
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THE WHITE HOUSE 

WASHINGTON 

Date: 7/30/81 --------

NOTE FOR: CRAIG FULLER 

The President has 

the 
to 

seen 

acted upon ----------
and it is forwarded 

information. 
attached: 

you for your 

Richard G. Darman 
Deputy Assistant to the President 

cc: 

and Staff Secretary 
(X270.2) 

Ed Meese 

, .. 

/ 

_;; .. ·, --~ , 
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D~T&~T 

Justin Dart 
Chairman . Executive Comm,tlee 

Chicago 
August 4, 1981 

The President 
The White House 
Washington, D. C. 

Dear Ron: 

Drew Davis, a State Representative from Oregon, sent me a 
copy of his letter to you where he suggested that he and 
his wife hold a Tupperware party in The White House. 

He also states in his letter he wants to change his party 
affiliation to Republican and then try to unseat a liberal 
freshman Democrat in the Congress. Naturally I think this 
should be encouraged and I 1 m sending a copy of this corres­
pondence to Max Friedersdorf who perhaps would like to write 
to him. 

Please don 1 t bother to reply to this letter. It is not 
necessary or expected . 

Warm regards, 

Dart & Kraft. Inc PO Box 3757 Terminal Annex. Los Angeles. California 90057 1273) 658- 2702 



D~T&~T 

Justin Dart 
Cna1rman . Executive Committee 

Chicago 
August 4, 1981 

Dear Drew: 

Thanks for your letter. 

I'm pleased to know of your plan to change your party 
affiliation and interest in running for Congress to unseat 
the freshman liberal. I've ased Max Friedersdorf in The 
White House to see if he can't be helpful in this regard. 
In addition, I would be happy to help you in any way I can. 

Although I admire your enthusiasm,for many reasons I don't 
believe it would be appropriate to hold a Tupperware party 
in The White House. 

Kindest regards and good luck, 

Mr. Drew Davis 
State Representative 
House of Representatives 
Salem, Oregon 97310 

bee - - Mr. Max L. Friedersdorf 
Mr. Jim Lindberg 

Dart & Kraft . Inc. PO Box 3157 Terminal Annex . Los Angeles. California 90057 12731 658-2102 



COMMITTEES 

II I l 
'-' _IL 1 5 Chairperson : 19 81 State and Federal Affairs 

Member ; EPL y TO ADDRESS INDICATED 

O Hause of Representat ives 
Salem. OreQon 97310 

R '. i r • , Intergovernmental Affairs 
~ C u ,·, r. [l 3 r t s Or i' c-: Data Processing Commission 

Q 2136 NE. 194Ih 
Portland , Or9Qon 97230 

HOUSE OF REPRESENTATIVES 
SALEM . OREGON 

July 13, 1981 

Justin Dart 
P. O. Box 3157 
Terminal Annex 
Los Angeles, CA 

Dear Mr. Dart: 

97310 

90051 

Please find enclosed a letter I sent to 
President Reagan. The letter is self­
e xplanatory. 

You recall we met in Acapulco at the 
Tupperware convention and I talked with 
you about my aspirations of running for 
Congress. 

I would appreciate having a chance to 
meet with you in the future and to ::t::::' en/t~o:r help. 

~J-.lyit )_: ·/1/#.v:-~ 
Dri!w :ba~,.-: ... --
State~epresentative 
District 20 

PTL 

Encl . 



. 
;REW DAVIS 

MULTNOMAH COUNTY 
DISTRICT 20 

COMMITTEES 

Chairperson 
State and Federal ANa1rs 

f!EP\.Y TO AOORESS INDICATED 

O Hc:x.lM of AepteMntahves 
Salem. Or-oc,n 117310 

tntergcwer'Nn9ntal ANail"I 
Data Processing Commiuion 

Q 2136 NE 1941h 
Por11and, Or-oc,n 117230 

President Ronald Reagan 
The White House 
Washington, D.C. 20500 

Dear President Reagan: 

HOUSE OF REPRESENTATIVES 
SALEM, OREGON 

97310 July 13, 1981 

My thoughts right now would fill a book - but I'll try to be brief! 

My first reason for writing is to ask if you and your wife would consider 
hosting a Tupperware Party in the White House. My wife, Lori, is an Ore­
gon distributor with 16 years in the business, and we share the belief that 
Tupperware exemplifies the free enterprise system. An "All-American 
Tupperware Party" in your home would have strong appeal among the millions 
of ordinary citizens who attend such parties every year. 

Lori and I, of course, would be thrilled to conduct this "greatest ever" 
party! Our mutual acquaintance, Justin Dart (whom we know through our 
association with Tupperware), can provide you with background on Lori 
and me, if you believe our proposal has merit. 

My second reason for writing is to ask for a few minutes of your time 
in Atlanta on July 29, either before or after you address the National 
Conference of State Legislatures. I am a conservative Democrat serving 
a fourth term in the Oregon House of Representatives, and I am about to 
take the two greatest steps of my political career. I plan first to 
change my party affiliation to Republican, and then to unseat Congressman 
Ron Wyden, a liberal freshman Democrat. 

I am seeking neither advice nor encouragement; I have set my course, and 
I am determined to succeed. What I seek is the privilege of shaking hands 
with the most honest, forthright President in our nation's history, and 
pledging to you the full support of Oregon's next third district congress­
man. 

Sincerely, 

Drew Davis 
State Representative 

PTL 

P.S. If you might fit a brief meeting with Lori and roe in your schedule, I 
can be reached at, (State Capitol) 503-378-8827, or (home} 760-4172 or 
252-0314, or (business} 255-1141. 

----





THE WHITE HOUSE 

WASHINGTON 

Aug ust 3, 1981 

MR . PRESIDENT: 

Attached is a memorandum from 
John Block r egarding Financial 
Condit ions i n the Agricultural, 
Se ctor . 

Murray Weidenbaum's comments 
on this memo randum are also 
a t tached. 

b-.' vt._ 

Ri chard G. Darman 

.... 



THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

August 3, 1981 

MEMORANDUM FOR THE PRESIDENT 

FROM: MURRAY WEIDENBAUM 

SUBJECT: Financial Conditions in Agriculture 

Thank you for the opportunity to respond to Agriculture 
Secretary Block's memo of July 28, 1981, "Financial Cofiditions 
in the Agricultural Sector." • 

A profit squeeze has occurred in the U.S. farming sector, but 
it should be viewed in perspective. Net farm incomes for 1980 
and the first quarter of 1981 were 29% and 50% lower, 
respectively, than the comparable figures for 1979, which was 
a very prosperous year for U.S. farmers. Moreover, farm 
incomes for 1981 have been lower than generally expected, 
reflecting smaller than anticipated farm exports, unexpectedly 
stable livestock prices, and high short-term interest rates. 
As Secretary Block suggests, farming is a capital intensive 

. busine ss and the higher interest rates have raised the cost of 
farming appreciably. 

While a profit squeeze really has developed in agriculture, I _ 
be lieve that it is an overstatement to characterize the problems -y; 
of the farm sector as "the worst since the Great Depression." j / 
First of all, other equally valid statistics do not show a ~ 
decline in farm incomes from 1979 to 1980. For example, the 
farm sector of the GNP rose -- in real terms -- from $34.9 billion 
in 1979 to $35.3 b illion in 1980. Secondly, the farm income 
figur e s referred to in Secretary Block's memo do not take account 
of the c a pital gains and substantial off-farm incomes obtained 
by many farmers. For example, the proprietors' equities of 
U.S. farmers rose by $63 billion in 1980, exceeding their net 
fa rm incomes by $41 billion. Such capiial gains should be 
considered when ma king farm income comparisons. Finally, there 
are fewer farms today. Therefore, Jack's income comoarisons , 
overstate t~e decline in per capita farm income over-time. 

GOflADENTIAl-
DETERMINED TO BE AN 
ADMINISTRATIVE MAR.UNO 
E.O. 12958, Sec. 1.3(a) 

By NARA __ //:.__ __ Date 



2 

The profit squeez e facing farmers is real, but it is not 
outsized compared to that facing oth~r cyclical sectors of the 
economy such as autos and housing. Also, increases in farm 
income should occ ur later in 1981 as interest rates decline, 
crop production increases from last year's drought levels, 
and pr i ces for livestock and poultry rise. 

In summar y , the lower farm incomes of 1980 and the faj_lure 
o f f arm i ncomes t o rise as expected in 1981 represent genuine 
sour c es o f disappointment to farmers. But the economic problems 
.facing American agriculture are manageable and should be 
alleviated as economic growth occurs in 1982. 

CQflffDfNTbtt 
t . - ;; 
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THE WHITE HOUSE 

WASHINGTON 



The President has seen 

DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

JNED TO BE AN 

f .l::\' : ~1s:rnATIVE MARKINO 

WASHINGTON , D. C. 20250 

GOUFIDENTIAL 

E.0 . 12958, Sec. U{a) / ;~/ 

V D ate .!'.".!....IJ!..r ==as=== 
By NARA 

MEMORANDUM FOR THE PRESIDENT 

FROM: John R. Block_~_ Db... 
Secretary ~•~ 

July 28, 1981 

SUBJECT: Financial Conditions in the Agricultural Sector 

-

This memo is to make you aware that our Nation's farmers and ranchers 
currently face some of the poorest financial conditions in history. This 
impacts heavily upon the small towns, communities, and vast agri-businesses 
across this land. 

Net farm income fell about 40 percent in 1980 to the lowest level since 
1977. After adjusting for inflation, it was the lowest since the early 
1930's. Improvement was expected this year, but it now appears that it 
will be worse. In addition to record prospective global crops, slow growth 
in the U.S. and world economies is limiting demand for farm products. 

We have witnessed a precipitous decline in crop prices since January. 
Prices farmers receive for their products have not improved in almost a 
year and are only about 5 percent higher than 2 years ago. Demand for 
agricultural products primarily predicated upon export demand has been 
hampered by high interest rates and the strong value of the dollar. 

Low prices and drought throughout the Midwest and the South last summer 
caused large numbers of farmers to incur additional debts and to refinance 
existing debt at unusually high interest rates. Continued high interest 
rates have been particularly damaging to farmers because they depend so 
heavily on capital and credit. A one percent increase in the interest 
rate on the outstanding farm debt translates into about a 10 percent 
decline in net farm income. Since 1979, interest on indebtedness in the 
farm sector increased 46 percent, to over $18 billion or nearly as much as 
net farm income. 

Agricultural debt has increased an alarming 28 percent in the last 2 years. 
A major consequence of these conditions is a severe cash flow problem for 
many producers. Default rates for public farm credit programs are 
unusually high and th~pro~f"e9ts jw.~e timely repayment of 1 oans held by 
other agricultural lenders are decTin1ng. 

In short, U.S. agriculture is suffering severe economic problems, the worst 
since the Great Depression. As we move into the harvest season, we can 
anticipate increasingly serious cncerns from those representing the farm 
sector to increase prosperity. 
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Archdiocese of Ph1ladelphia 
222, N. 17th StreeJ 

PMadelpllia, Pa. !910 3 

omce of the Cardinal 

The President 
The White House 
Washington, D.C. 20500 

Dear President Reagan: 

August 4, 1981 

For the pleasure of meeting with you, and for 
the favorable response to the request for per-
mission to have the Catholic Relief Services 
purchase unlimited amounts of surplus foods at 
concessionary prices for distribution to the peoples 
of Poland, I am deeply grateful. The Catholic Relief 
Services is now trying to settle the question of 
" concessionary prices." 

It was gratifying that Congress adopted a 
resolution almost unanimously supporting your 
decision to help ease the food crisis in Poland. 

With gratitude and with cordial and prayerful 
best wishes, I am 

Resp~f~:;;;~ 

~ishop of Philadelphia 
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Tl-1E WH I TE HOUSE 

WASH I N G TON 

PLEJ\SE MAKE J\ XEROX or Tl! J. S /\;-.,:I) SEND Tl!E XEROX 

TO MIKE BAROODY EOB FROM J.\B " FOR SAFE- KEEPING" 

ORIGINAL NXXK BACK TQ ME. THANKS TONS . 
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Dear Gordon: 

THE WHITE HOUSE 

WASHINGTON 

Santa Barbara 

August 14, 1981 

As I suggested in my July 30 note, I passed 
your essay on "Federal Reserve Credibility" 
on to our economic types. They suggest that 
if the Fed, with its "back and forth 
cycles" -- your phrase -- had not lost its 
credibility as· an anti-inflation force, we 
would not be suffering today from interest 
rates with a large inflation premium. 

Our friend Milton Friedman has pointed out 
that our system of government and our 
Constitution are based on the proposition 
that "rule of Law" is superior to "rule of 
Man." Yet, in monetary policy there really 
are no rules governing how money is created 
by the Fed. It is my hope that we can put 
restraints on the creation of money. Perhaps 
the Gold Commission will be coming up with 
recommendations along these lines. 

Sincerely,~-

Mr. Gordon C. Luce 
Chairman of the Board 

and Chief Executive Officer 
San Diego Federal Savings and Loan 
600 B Street 
San Diego, California 92183 
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THE WHITE HOUSE 

WASHINGTON 

Date: August 5, 1981 

NOTE FOR: MAX FRIEDERSDORF 

The President has 

seen □ 

acted upon ~ 

commented upon D 

the attached; and it is forwarded to you for your: 

cc: 

..... . :: 

information 

action 

[Zl 

□ 

Richard G. Darman 
Deputy Assistant to the President 

(x-2702) 
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President Ronald Reagan 
The White House 
washington, o.c. 

Dear Mr. President; 

Hal Cushman Pattison 
:·3605 Glenbrook Road 

• 'F~irfax, Virginia 22031 

21 June 1981 

I have been a life long Republican - in the mold, I Hope, of the great 
Teddy Roosevelt whom I do remember. 

I have been a life l 2ng conservationist - in the mold, I hope, of the 
great Teddy Roosevelt and as taught me in the early days of this century by 
my father on h is Illinois farm. 

I have, 
candida t es. 
which have, 

I • \ nation as a 

for years, given generously to the Republican Party and to its 
I have given similar support to the conservation organizations 

in my view, approached the subject in the best interests of the 
whole. 

This year, to help retain. the gains made under your leadership, I have 
given even more generously to the Party and your supporters than in past years. 
But - now I am being asked by those moderate and responsible conservation 
organizat i ons I have so long supported, to give more to fight wha t they con­
sider to be excessive withdrawals from the genuinely needed conservation gains 
of the past few years. I am beginning to fear they may be correctl 

I find it incongruous to give in support of your administration and, at 
the same time, feel that I must give to some of those who are fi ghting your 
policies. I doubt if I am alone in this dilemma. 

In setting things right after so many years of the idealistic stupidity 
linflicted on the Nation, please see to it that your administrationdoes not 
\throw the ba by out with the bath water. Good judgement is still needed. 

Respectfully yours, 

Hal C. Pattison 
Brigadier General, USA (Ret) 
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ROY M . BREWER 

./\tlf]:USt 6, 1 ::~f3 1. 

Dear Ron : 

4230 JUBILO ORIVE 

TARZAN-' , CA 91 35·6 

I had hope d t c ge t a mes sage t o you t o co ng r atulate 
you on your s tand on the Air Cont ro l lers s trike and 
to tel l you that I think you a. re ha ncHlng it jus t 
right , but so fa r have be en unab l e to do so . 

I menti oned to you earli er tha t s t r i kes by government 
employees would be ,on~ : of the di f f icult probl ems you 
would have to dea l with and I t hink this .i s an oppor­
tunity to bring t h& issue to a head in a. most a -i;;-pro'pr ia te 
way . When a group of pers ons can flagra nt ly d t sob ey 
t he law and t hen bargai n f or immun ity we are really 
a pproaching a posit i on of anarc hy. My a ssessment is 
tha t overwheming majori ty of the peop l e are support i.ng 
your positi on and are willing to take some i nconveni ee.c.e 
to have the i ssue settl ed. 

I zm leaving f or Nebras ka and wi ll be gone unt il t he 18th 
of August . I f there is a ny chance to s e e you bef ore you 
go bac k I would like very muc h to do s o . 

REDACT REDACT REDACT REDACTREDACT REDACT REDACT REDACT 
REDACT REDACT REDACT REDACTREDACT REDACT REDACT REDACT 
REDACT REDACT REDACT REDACTREDACT REDACT REDACT REDACT 
REDACT REDACT REDACT REDACTREDACT REDACT REDACT REDACT 
REDACTREDACTREDACTREDACTREDACTREDACTREDACTREDACT 
REDACT REDACT REDACT REDACTREDACT REDACT REDACT REDACT 

-- - o ..... 

If there is eve r anything I can do to help pleas e ca ll 
on me . My phone at home i s 316- 23 69. I will be 
here a f ter the 18th. 

My bes t t o you a l ways - and Nancy t oo. 
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pMI $ C: 

From the Desk of . .. 

ROY M. BREWER 

Dear Helene: 

He r e is a short messaRe I 
wo ul d li~e to get to the 
President. 

I can i ma g ine h ow he c ti c t hese 
last days before he leaves 
must be, and I don't want to 
add to your problems. 

However, if t here is any 
possib il i t y o f' see tng him be f or e 
he g oes back I wo uld certainly 
appreciate it. 

My very best to you. 

Sincerely , 

RMB 

......--- •. 
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rY THE sEcRETARY oF THE TREASURY 

WASHINGTON 20220 

August 7, 1981 

MEMORANDUM FOR THE PRESIDENT 

Subject: Reply to Arthur Appleton 

FYI 

I responded today to Mr. Appleton's letter which 
you gave me in Ottawa. Essentially, I pointed out that 
as the economic program begins to take hold, higher 
corporate after-tax earnings and lower interest rates 
should considerably enhance the relative attractiveness 
of stock investments. 

A copy of my reply is attached for your reference. 

~J) 
Donald T. 

Attachment 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 20220 

August 7, 1981 

Dear Mr. Appleton: 
. ... 

Thank you for your letter of July 7 on the taxation of 
dividend income. President Reagan discussed this briefly with 

.me, suggesting that we,t~ke a closer look at your ideas. 

T·he climate for corporate investment needs to be 
strengthened, and once the President's tax and economic programs 
begin to take hold, I think you'll find this happening. The 
liberalization of depreciable class lives and the increased 
ceiling for the investment tax credit, to m~ntion a few points, 
will improve corporate after-tax earnings and thereby boost stock 
prices. Moreover, the reduction in inflation rates that will be 
achieved by the other elements of the Administration's economic 
program should bring interest rates down. · Both these · 
developments will enhance the relative attractiveness of equity 
over debt instruments. 

Enactment of the President's program should alleviate many 
of your concerns about the financial health of the equities 
markets. Nonetheless, we shall continue to watch these markets 
closely to determine whether and when further reform should be 
proposed. 

Thanks again for sharing with us your thoughts on this 
matter. 

Mr. Arthur I. Appleton 
President 
Appleton Electric Company 
1701 Wellington Avenue 
Chicago, Illinois 60657 

Sincerely, 

Donald T. Regan 
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THE WHITE HOUSE 

WASHINGTON 
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CRAIG L. FULLER 
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THE CHAIRMAN OF THE 
COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

August 11, 1981 

MEMORANDUM FOR THE PRESIDENT 

FROM: MURRAY L. WEIDENBAUM 

SUBJECT: Memorandum from . Gordon Luce 

D5~ /9?S5 
Fr; 11/8 

• Gordon Luce's note is a well-written and thoughtful piece 
on monetary policy. It also emphasizes the difficulties 
of extricating ourselves -- and the Fed -- from the mess 
we inherited. 

The title of his memo -- "Federal Reserve Credibility" -­
points to one of the most serious economic policy issues 
remaining after passage of your budget and tax packages. 
If our central bank were viewed as a "solid bastion against 
inflation," as it was in the 1950s, final- Congressional 
action on your budget and tax proposals likely would have 
produced a rapid decline of interest rates. 

The Federal Reserve lost its credibility as an anti­
inflation institution during the past decade when the 
old rules disciplining monetary growth broke down. The 
Fed frequently has promised to produce a slow and steady 
growth of the money supply in order to eliminate inflation. 
So far, they have failed to deliver, usually because 
previous Administrations gave them conflicting signals. 
This is part of the legacy of the "back and forth cycle" 
Luce refers to. 

The Fed was created as a result of recommendations of a · 
monetary commission that was established following a 
severe financial crisis in 1907. Now, in 1981, a Gold 
Commission has been appointed to study the role of gold 
in the monetary system -- which will involve proposals 
for establishing new rules to insure that inflationary 
creation of money is stopped. That could involve a 
lessened role for the Fed. 

In order to help restore "Federal Reserve Credibility" 
as rapidly as possible, we should take every opportunity 
to reaffirm·that your Administration will not abandon its 
pursuit of price stability, and that monetary policy actions 
of the Federal Reserve must be directed towards achievement 
of a dollar with stable purchasing power. 



THE WHITE HOUSE 

WASH IN( ;T01' 

July 30, 1981 

Dear Gordon: 
~ 

Thanks very much for your letter and for the 
observations about the Fed. I did spend my 
time in Ottawa tellinq the others the Fed high 
interest rates were not part of our economic 
package. 

I've passed your essay on to our economic 
types to see if they have an answer to whether 
the Fed is really necessary. 

Again, thanks. 

Best regards, 

Mr. Gordon C. Luce 
Chairman of the Board 
and Chief Executive Officer 
San Diego Federal Savings and 

Loan AS$Ociation 
600 B Street 
San Diego, California 92183 

RR/ ls / 
bee: ..,/-i.urray Weidenbaum 

/s/ Ron 

.. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
COUNCIL OF ECONOMIC ADVISERS · 

To: Dick Darman 

From: James B. Burnham 

Date: 8/12 

There will be no red faces this 

time. 
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GORDON C. LUCE 
Chairman of 1hc Board 
and Chief f"-CCllliV(' Ofliccr 

The President 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington , D.C . 20500 

Dear Mr. President: 

July 23, 1981 

The increasing concerns of world leaders as well as the 
Arrerican public regarding .. hig~_interest rates have many 
of us reaching for solutions. 

I have done a two page "mini-meno" on the subject. 
Obviously I am not an expert in this field, but feel it 
is my duty to try to help with this perplexing problem. 

The facts are that with the amazing reduction in our 
inflation rate and GNP of the second quarter, the Federal 
Reserve has not been able to respond. 

You are doing a superb job on the many other vital sub­
jects facing our nation. We send our best regards and 
hope for your continued strength in leading our country. 

Best .regards, 

, j' IL ' i { 6-L __ 

Gordon C. Luce 

GCL:cpf 

Enclosure ~D.J--,.A,,~ 
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A severe recession is on the horizon because of the Federal 
Reserve' s failure to balance the nation' s financial problems . 
The heavy-handed approach of the Federal Reserve has 
unnecessarily maintained interest rates above an appropriate 
level in 1981. Millions of Arrericans and millions of small 
businesSIIal and 'tv\'.Jilal have lost major am:>m.ts of their 
savings, reserves, and/ or net ~rth. These losses may never 
be recaptured and have resulted in a transfer of resources 
£rem middle Arrericans to the treasuries of large banks and 
corporations. 

Experts such as Milton Friedman recognize the fact that the 
Federal Reserve has ''no bottan line, doesn't need to rreet a 
budget, is not elected, has no outside pressures, and there­
fore has no force to get itself in line". The Federal 
Reserve has annom.ced changes in its objectives, yet has not 
changed its procedures. Unforttmately the Federal Reserve 
has resisted change through the years and not reviewed and/or 
irrproved its imys. The Fed's three m:mths back and forth 
cycle is well known on Wall Street. Financial markets know 
this and respond accordingly. Them.sophisticated, however, 
absorb the losses from these cycles. 

Since nenhers of the past and present Administrations, as well 
as C,ongress, seem to fear criticizing the Federal Reserve, the 
Fed goes on with its excessive up and down policies and its 
"overdo" of restraint . The Fed is very inbred, with many 
fonrer staff rrenbers on the Board. The fed needs sorre business-
1D2Il to balance the theorists and bureaucrats. 

The Federal Reserve lacks credibility and at the same time is 
very lCM in prestige. What it needs is a straight growth plan, 
rather than the m.certainty it breeds. Again, according to 
Milton Friedman, sare of the blatn= should be placed on the 
large carnErcial banks, particularly the m.mey center banks in 
New York and Clri.cago. It is obvious that the large rrergers and 
major corporate requests receive first attention in borrCMing 
in the present economic envirornrent, which leaves consurrers, 
small business and middle Arrerica out in the cold. 

What are the solutions? They are not easy, but experts such as 
Friedman should be listened to concerning the Federal Reserve 
operations. . The Administration should divorce itself £rem 
recent statements made by top Administration officials which 
imply that the Administration and the Federal Reserve are work­
ing "hand in hand" on a tight roonetary policy, coupled with the 
Administration's Econcxnic Recovery Program. Ti.nE and again new 



appointees of the Administration seem.to ,revel in their dis­
covery that for the first~ these two elenents are working 
together . . Financial experts laugh at these statements since 
they know the Administration has little control over the 
Federal Reserve, as the seven narbers serve staggered 14 year 
tenns and the Fed's budget is not subject to Administration 
control. There is also serious doubt that the Federal Reserve 
supports the Administration. 

It also nrust be renaihered that Chai.nnan Volcker is a product 
of big m::ney center banking, having worked on two occasions 
for David Rockefeller at Chase Manhattan Bank. He appears to 
be sensitive to the needs of the big banks, and insensitive 
to the rest of .Anerica. 

We have an energency in the world today due to sustained high 
interest .rates in this country. The President should use all 
of his resources to question the Federal Reserve's policies, 
which are close to creating a financial crisis. 

Predictions of lcmer interest rates will not suffice. We are 
alm:>st at a point vm.ere "tenporary" high interest rates may 
becooe pennanent. Although the Administration's Econanic 
Recovery Program is excellent, a linkage with the Federal 
Reserve policies is a major mistake for the Administration 
and the country. 

Recently fran Ottawa Ed Meese made a very sensible statement 
on this subject in the iredia concerning interest rates. He 
placed the blame on the past and reroved the Administration 
frcm present Federal Reserve policies. This is wise and others 
should follOW' his lead. 

In conclusion, the solutions to this energency problem are: 

1. Assign a new group of experts to review promptly and pro­
vide recoammdations as to vm.at can be done about the 
failure of the Fed. 

2. Disassociate Administration spokesrren fran 1:inking the 
Administration program with the Fed. 

3. Appoint next Governor vm.o will improve the structure and 
policies. 

4. Investigate who is benefiting IIDst fran Fed policies. 

5. Assure world pOW'ers that America is in charge of its 
econanic policies, rather than subject to the Federal 
Reserve. 

6. Develop a long range program for .Anerica to improve the 
credibility of the Federal Reserve. 







.The President had S~tin -
MEMORANDUM 4811 

THE WHITE HOUSE 

WASHINGTON 

August 12, 1981 

MEMORANDUM FOR THE PRESIDENT 

FROM: RICHARD ALLEN 

SUBJECT: Letter from Gustavo R. Cisneros 

In July you met with the United States Business Committee on Jamaica 
headed .by David Rockefeller. Present at that session, in addition to 
US businessmen, were several from Canada and Venezuela. 

One of the Venezuelans, a young businessman named Gustavo Cisneros has 
written the attached letter describing an interesting and sensible 
program designed to provide the basic skills of literacy and functional 
education for the Venezuelan population. He argues that we are losing 
the struggle for the minds of individuals in the region by virtue of 
our abandoning the process of eliminating literacy to the extreme left. 

Mr. Cisneros' letter contains some very interesting notions, and for 
that reason I forward it to you for your review. I intend to develop 
this contact with him and perhaps you will be able to discuss this 
program with President Herrera Campins when he is here for his State 
Visit on November 17. 

cc: The Vice President 
Ed Meese 
Jim Baker 
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GUSTAVO CISNEROS R. PASEO ENRK)UE ERASO, CENTRO COMERCIAL PASEO I.AS MERCEDES, 3'J PISO 
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PllESIDENTI: 

Mr. Richard Allen 
Assistant to the President 

for National Security Affairs 
The White House 
Washington, D.C. 20520 

Dear Dick: 

July 20, 1981 

It was indeed a pleasure to see you in Washington on the occasion 
of the July 3 White House meeting of the U.S. Business Committee on Jamaica. 
The session with President Reagan and the prior briefings at the State 
Department were profoundly encouraging - demonstrating as they did the 
President's and his Administration's firm resolve to support private initi­
ative in furtherance of economic and social development in the Caribbean. 

I was particularly gratified to have had the opportunity for a 
personal discussion with you and to learn of your interest in Venezuela. 
I would be delighted if the latter prompted you to plan a visit to this 
country some time in the near future. One possible framework for such a 
trip might be a lecture at one of our universities or private foundations. 
It would be a privilege for me not only to arrange a formal invitation, but 
also to make sure that you reach the top thought leaders and opinion makers 
here. 

In the meantime, I look forward to working with you and the U.S. 
Business Committee on the Jamaican development effort. From our perspective 
in Venezuela, the significance of this program for helping to safeguard 
our region from further Communist encroachment and subversion can hardly 
be overemphasized. 

I believe, within this general context, that it is essential we 
supplement our program of promoting conventional direct investment, as a 
means to abet economic development, with the notion of giving assistance 
to basic education, as a means to improve the development of the individual. 
More specifically, it seems to me that the objective of self-sustaining 
economic growth is unachievable within a reality of widespread illiteracy -
the core problem in Jamaica as in most of the Caribbean area. 

,I ./ .. 
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A reasonably literate populatton may not be a sufficient condition 
for economic growth, but it certainly is a necessary one. This has been 
our experience in Latin America consistently. 

Not surprisingly, whether in power as in Cuba and now in Nicara­
gua or in insurgency as in El Salvador and Guatemala, the Communists have 
always made literacy programs their top priority. In fact, the process of 
guiding the illiterate poor toward basic skills in using letters and num­
bers has traditionally been preempted by the extreme Left a? the most effec­
tive means by which to implant its ideology in the population. 

And this has been happening by default on our part. I don't think 
it is overly simplistic or dramatic to argue that while we try to fill stom­
achs, the Communists concentrate on hearts and minds. The result is appar­
ent. Before purely economic assistance can begin to bear fruit, the masses 
have become so indoctrinated by the other side that they reject the very 
system which facilitated their emergence from extremes of poverty to begin 
with. 

I elaborate on this idea because of our recent experience here in 
Venezuela - and extraordinary successes of much longer standing in Colom-
bia - with a unique program to teach basic reading, writing, and arithmetic 
to large segments of the population. What is unique about the program is 
not only its effectiveness as an educational tool but also its substantive 
content. The latter rests squarely on the central values and concepts of 
our Western culture, rather than seeking to inculcate implacabJe antagonism 
toward them, as the Leftist-inspired educational materials do so relentlessly. 
I am thoroughly convinced that this program has direct and immediate applica­
bility not only in Jamaica but also in the troubled republics of Central 
America. 

Given the vital interest of the United States in this region and 
your own concern about the widening reach of Marxist doctrine, I should 
very much like to acquaint you personally with the Simon Bolfvar Foundation 
in New York City, which is sponsoring this literacy program as an essential 
part of its objective 11 to promote the social and economic development of 
disadvanted populations through education. 11 A very brief summary of the 
Foundation's aims and goals is attached. I or any of the other members of 
the Board of Directors listed in the back of the brochure will be delighted 
to discuss with you the Foundation's activities. 

./ .. 
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With warm personal regards and best wishes, 

Encl. 

P.S. 
In view of the less than reliable mail service between the United 

States and Venezuela, you may wish to have my New York address: 

Highgate Properties, Inc. 
645 Fifth Avenue, Suite 904-6 
New York, New York 10022 
(212) 355-0620/1 
Telex 127033 
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