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THE WHITE HOUSE 

WASHINGTON 

i/29/79 

Charlie Schultze 

The attached was returned in the President's 
outbox and is forwarded to you for appropriate 
handling. 

Rick Hutcheson 
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THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

~ASHINGTON 

January 18, 1979 

MEMORANDUM FOR THE PRES'IDENT· 

FROM: 
. ~LS 

Charlie Schultze 

SUBJECT: Limitations on Agency Procurement 

At Monday's Cabinet meeting you asked me to investigate 
further Secretary Califano's observation that HEW is sometimes 
barred from e.fficient procurement prac.tices by specific 
statutory restrictions. This memo responds to that request. 

I asked Secretaries Califano, Adams, and Brown to 
identify any restrictions on competitive procurement that 
affec,t their agencies, which are among the maj.or Government 
purchasers of goods and services. Their responses were: 

-- Secretary Califano noted that existing legislation 
places substantial restrictions on HEW's ability to seek 
competitive bids on Medicare claims processing. HEW is 
using. experimental authority to solicit compe.ti tive Medicare 
bids in two state~ •. Congre~s a~so has ~irected HEW -t;o giye 
contracts to spec~f1c organ1zat1ons, , 1n one case d1rect1ng 
educational tele:vis:ion funds to a particular television 
station and in others directing research contracts to specific 
research institutions. Finally, Secretary Califano noted 
that Med·icare laws restrict Health Maintenance Organiz'ations 
from active participation in medicare, thereby limiting 
competition and more effective delivery o.f health care. As 
he noted at Thursday's meeting on the National Health Plan, 
HEW is now evaluating steps to deal with this particular 
problem. 

-- Secretar.ies Brown and Adams did identify many well
known limitations on their agencies' ability to pr.ocure 
at the lowest prices, among them: "Buy American" s·tatutes, 
cargo preference rules, se,t-asides for minority contractors 
or small businesses, or directives to purchase products made 
in prisons or by the blind. They did not, however, identify 
any specific restraints on particular contracts or limitations 
on competitive procurement of the ~ort that Secretary Califano 
reported. 
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My staff discus·sed this situation with the Office of 
Federal Procurement Policy at OMB. The judgment of OFPP, 
which is borne out by my brief .survey of these three agencies, 
is that the particular problems encountered by HEW -- laws 
barring competitive procurement -- are relatively rare in 
other agencies and relatively insignificant in terms of 
budget impact. 

At the same time, OFPP acknowledged that very specific 
anti-competitive restrictions in legislation are objectionable. 
The Administrator of OFPP therefore suggested, and I agree, _# 
that in upcoming Congressional oversight hearings he will ~ 
stress these concerns and urge the Congress to avoid actions 
that inhibit bid competition and the ensuing cost savings to 
the Government. 

Electrostatic Copy Made 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

January 29, .1.979 

MEMORANDUM FOR: Tim Kraft 

FROM: Hubert L. Har ' 
Tim Finchem 

SUBJECT: Today's Lunch with Mayor Richard Davis -
New Virginia Democratic Chairman 

TALKING POINTS: 

1. J-J Dinner 

Davis will be interested in some response in Virginia's 
request for the President to do their .:!1-J Dirmer. 

Virginia has not set date yet (mid Feb. - mid April) , 
trying to remain flexible for President's schedule. 
Because they have so much riding on this d'inner, we 
should begi~ to let them down easy if the President 
is not going, to do it - perhaps offer help getting 
Vice President.. · 

2. Organizational Help 

Davis will have met with John White at 9·: 30 this 
morning. 

Davis has litt1e experience in state-wide political 
organization and probably wou1d welcome any offers for 
technical assistance and/or advice from your staff or 
DNC - probably working with his AA/Bobby Watson. 

3. Delegate Selection - 80 

Davis may or may not be at all familiar with the 
April 15 deadline for State DSP's to be filed with 
the CRC- however, it would possibly be wise to discuss 
with him the advantage to the highest possible candidate 
preference threshold at the ma·ss meeting/caucus level. 

Electrostatic Copy Made 
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4. State Finances - '80 General 

cc: 

The importance of Virginia developing the ability to 
provide maximum financial assistance to Federal nominees 
in the 1980 General should be stressed. 

The argument can be made that had the Virginia Democratic 
Party spent for Carter what the Virginia Republicans did 
for Ford in 1976 - we would have carried the State -
since they spent the maximum allowance and we spent zero. 

Phil Wise 
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THE WHITE: HOU·SE 

WASHINGTON 

December 22, 1978 

ME.trlOMNOtJM FCH'{ 'rHE PRESIDENT 

'riH KRAFT f K 
ARNIE J. lwtiLLER /Vir 
Ten-nessee Valley Authority 

'the final vacancy on the TVA Board of Directors is the remaining 
t~~m of ~ill J~nkins, which expires on May 18J 1981. 

l\§ we lilt€\ ted in our m~morandum of October 6, there. are several 
e~n~td.tu.encies that have actively 1.obbied for representation in 

. this th.iJ::-d appointment. The.se constituencies include sta,te . 
dele9ations (Kentucky, Tennes.see) , Blacks, Women, and traditional 
TVA r;upporters. -No single appointment you could make, would 
ilat.ir;fy all o£ their varied in.terests •. _ 

Senater Sa!;Ser recently asked you to cons,ider Bob Clement_ 
()f TenneiH~ee as a candidate for TVA. He \-tas interviewed by 

· the Presidential Personnel Office and it is our opinion that 
h~ d~~~ not satisfy the qualifications ~e believe you desire. 
W~r~ aitQ seriously cons.idering him-- for ·another position a.t 
thi~ time- · 

~&\i'U:'l\IONJ\~ 't'VA . SUPPORTERS 

'rh~ ~t.t'On<rest constituency and the one we feel you must address 
.:i~ ~ha't. of t.he conservative, traditional TVA supporters. This 
~:remp,. made. up of most business and political leaders, stresses 
i:he rteed t.o "balancen the TVA Board with this third appointment • 

.Jim :r~~e has wo.rked \o-'ith us to surface pr04ilinent Valley ca,ndidates 
that. 'Wo\ll.d have a comforting and stabili:zing effect over this 
e-onsti-::uency.. From this list we have three candidates for your 
eonsid~ration~ 

lf .awy a't~a ~f expertise is presently lacking on the TVi\ Board, 
.it i~ th.lt ot agriculture-

. . 
~N:t~.rrcsS:t.l'an. J'oncs has ~ere t::h::m forty years of agricultural 
oc:Xpc't:icncc., including four years as the 'Tennessee Commis.sion~r 
~( ·A')'t icu l'turc .. 
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He is 67 years old. His first interest in an appointment.to 
TVA came uncier the Truman Administration. As a result of 
this initial in~erest., he has continued throughout his 
·career to devote much time and energy toward the success of 
the TVA. .. 

Attached is a letter written to you by Congressman Jones on 
May 23, 1978, which expresses his feelings on TVA.· \ve f~el 
Jones would welcQ~e this two year appointment to cap his 
career, and Jones has indicated that he would seriously 
consider it • 

. Jim Free, Chairman David Freeman, ·and Ned Mc\vherter (Speaker 
of the House of Tennessee) concur that Congressman Jones is 
probably the best appointment·you could make to TVA, at this 
time. · · 

If you were to nominate Congressman J'ones, ··.a special election 
would be required.. It is likely that the seat will remain. 
Democratic. .However, th.e recent election of a Republican 
Governor I and the possible indiCt...'Uent of Ray Blanton may 
jeopardize Jones~ seat. · 

LUCIUS BURCH . (r.lemphis,. Tennessee) ~ 

Lucius Burch is 66 years old.. Re h~s a reputation in the 
Valley of unquestioned integrity and stature.. Ee is presently 
a partner in t..'1.e law firm of !3urch 11 ?ox-t'eJ:", .& Johnson. 

Burch would receive support fr'om th~ env~onmental community. 
He was a member of t.'"le first Ga.--ne and l?.ish ·Commi.ss.ion in 
Tennessee, a former Presid~"lt of t:.:.F:te ~e;r:messee :conservation 
League, and member on t..l1.e Te.nness-ee :E:l:lv.ir~ental Cou:J.cil. 
Although a strong conservationist . ., he :is a.lsn the :Regional 
Counsel for Ex.xon and serves on the B.oar-Q. :of United Tennessee 
Bankshares Corporation and the Na·ti~a.l :Bank o£ Co."Tt!merce in 
·'Tennessee, giving him credibility witl:l thl:$e :more .interested 
in development. 

He is well known for his suppm:t and f:r:!i.'t:mdshiip 'With Estes 
Kefauver, and his progressive ~·c:C:k 'c:n ci"l.li..l rights. .dlong 
with being a founder of the Hemp:his 'C.omrn.ittee ~- Buman 
Relations, he reoresented Dr .. ~:la:rtin w·t:ber :King ·.(fr·ec of 
charge) on the d~y of the sanict.:at.:iot:l ·wor:ker''s :strik~-

Durch has the respect of all t-<"'1~ :t't5nn-.es-sce lLe:ai!:er.s a:.-:1d ;>'Ould 
be a comfort to th~ Black popu1:at.io-n.. :El:cwe·v-Br, lri:s 2??Dintment 
may not be sufficic:"ltly r~assu:ri:ng :bO tth~ trc.aditi.o:n:al ?vA 
supporters. 
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NED BREATHITT (Washingt6n, D.C.): 

Age 64. Bre.athitt is presently V:i:.ce President of Public 
Affairs-for the Southern Railway System. Although he is not 
presently a resident of the Valley, his tenure as Governor of 
Kentucky (1963-1967) endeared him to the residents 6f ~he State 
of Kentucky. There is little doubt that he would fit the 
criteria of a "Valley native." 

. 
As we have stated several times, Al Smith has been the consensus 
candidate from Kentucky. Breathitt would have unanimous 
support from both Kentucky's lea~ership and that of the Valley. 

There is some question as to whether Breathitt would accept 
this appdintment. He has been successful in his present 
position. It would probably take some pressure from you to 

. encourage his acceptance .• 

RECON1·1ENDATIONS 

\~e believe that any of t}.lese candidates would serve the 
Administration and TVA well. 

We have a slight pre.ference for Congressman Jones for the 
· reasons indica ted. 

If you decide to further consider Lucius :Burch, we.recommend 
you ~ee him. 

·.If your decision is either Jones or Breathitt, we recommend 
that you ask them personally. 

ACTION 

Schedule an appointment with: 

------- Congressman Ed Jones · 

Lucius Burch ------'--
'· 
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COY!NENTS ON LUCIUS BURCH 

Jim Free: Hr. Burch is a Nemphis attorney who has long 
been noted as a conservationist and active community leader. 
He was considered for Secretary of the Interior by our 
Administration.. He would be hailed by all as an outstanding 
choice for the.two year appointment. 

Nike Cody,· (U .. S. Attorney, Memphis, Tennessee}: 

l have known lucius for lS years .. 
insightful mind.. He is a liberal., 
that is sensitive to the difficult 
must make during this time of high 
strong per son. .. 

He has an exceptional and 
yet the kind of person 
decisions the President 
inflation. He is a very 

Ned NcHherter, (Speaker of the House, State of Tennessee) : 

Lucius Burch is a famous name here in the Valley. He is an 
environmentalist and a liberal thinker and one of my closest 
and dearest friends. I have nothing at all bad to say about 
Lucius Burch. He is one of the most respected rn~"l I know in 
the Valley .. 
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COH1'1ENTS ON ~lED BREATHITT 

Jim.Free: 

He is the former Kentucky Governor and could be the 
best ap?ointment to calm the waters. He wo;uld be loyal 
to the Administration but would settle .the -fears that now· 
exist in .the Valley. 

Amon Carter .Evans, Owner of the Nashville Tennessean: 

'Breathitt would be a good appointment. He is certainly 
well respected and known in_the Valley. 

. 
Dick Freeman, Board Hember, Tennessee Valley.Authoritv: 

Ned.would be great. I have known him for years. They 
don.' t come any better. 



THE WHITE HOUSE 

WASHINGTON 

1/2'9/79 

Zbig Brzezinski 

.The attached was returned in the 
President's outbox today and is 
forwarded to you for your informa
tion and appropriate handling. 
Please forward a copy of the 
attached to Sec. Vance. 

Rick Hutcheson 
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ATLANTA,GE:ORGIA 

.J. PAUL AUS.TIN 

ADDRESS REPLY TO 

P.O.ORAWER 1734 

ATLANTA,G·A.30301 CHAIRMAN OF THE BOARD 

Mr. Charles H. Kirbo 
King & Spalding 

January 19, 1979 

2500 Trust Company Tower 
Atlanta, Georgia 30303 

Dear Charlie: 

(404) 898-2121 

Ferdinand Marcos, President of the Philippines, 
has sent word to me through a mutual friend 
(Alex Melchior) that he would be d1elighted 
to have the opportunity to visit wi,th 
President Carter when the Pre.sident makes 
his trip through the ~Eastern Pacific area. 

President Marcos would also be amenable 
to paying a visit to the President at 
some time mutually convenient to bobh 
meR. For example, President Marcos has 
accepted an invitation for a speaking 
engag.ement at the University of North 
carolina at a date to be determined this 
spring. 

President Marcos did not communicate directly 
with the White House because he wants the 
visit to remain completely informal and 
unofficial. 

Kind regards. 

JPA: lt 

Sincerely, 

' D 
: / (i cfl____--
v 
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for Preservation Purposes 



,,. 
.:\!:.0-l 

TO: 
THROUGH: 
.FROM: 

President Carter 
Rick Hutcheson 
Ambassador Young 

CONFIQEN.TIAI. 

·"""""'' 

'-· ·OECI.ASSJAS) 
I P$1;. Age PrOject 

ESON; NLC• q,-f, ... l 4-.t- 9 

fJ(, l?'J NAM.OAlf 7(1 {13 

SUBJECT: U.S. Mission Activities - January 19 ..;-January 25 

AHTISAARI RETURNS FROM NAMIBIT:A - Ahtisaari and his staff returned 
to New York this week from Namibia and South.Africa and he reports 
that significant prog.ress has been achieved. Ahtisaari will 
travel this coming weekend to Zambia, Angola, .Tanzania and 
Botswana for consultations on the practical aspects of implemen
tation of the proposal. 

UN SECURITY COUNCIL RENEWS MANDATE FOR UNIFIL FOR FIVE MONTHS 

. ECOSOC - COMMITTEE OF THE lVHOLE (COi'n - The Committee of the Whole 
met throughout the week 1.n a resumed ses·sion of its main meeting. 
Most of the time was spent on negotiation of a text based. on the 
May discussions on transfer of resources. When these discussions 
terminate, the Cqmmittee is scheduled to elect a new bureau and 
determine its program of work for 1979. 

UNGA - RESUMED SESSION - The Fifth Committee continued consider.ation 
of the various financial implications that were left over from the 
first session of the General Ass.embly. The final meeting of the 
Conunittee was delayed but it is envisaged that work will be com
p·leted by January 2·6. The U.S. will vote against the increases in 
the UN budget. 

VIETNAM/KAMPUCHEA - On the basis of our consultations here and in 
capitals, we had concluded that a move to take the question up in 
the General Assembly is not feasible at this time. We still be
lieve, however, that the issue should be kept alive in the UN 
context. Therefore, we are still interested in the possibility 
of reopening it in the Security Council. 

U.S./CARIBBEAN AMBASSADORS MEETING - USUN participated in the 
Confe.rence of U.S. Ambassadors and AID Directors in Santo Domingo, 
concerning U.S. policy and economic assistance to the Caribbean 
region. Participants reviewed the U.S. Caribbean strategy and made 
recommendations concerning the future thrust of U.S. policy, partic
ularly at the June 1979 World Bank-sponsored meeting on development. 

AMBASSADOR YOUNG HOSTS VICE PRESIDENT OF THE DOMINICAN REPUBLIC 
Dur.1.ng 1.nformal meet1.ng w1.th Ambassador Young, V1.ce Pres1.dent Majluta 
discussed problems in the Dominican economy, cultural and sports 
exchanges and future. of Dominican tourism industry. 

AMBASSADOR YOUNG'S OTHER MEETINGS 
I/19 Interview with Der Sp1.eqel, Koryne Herbal, Gloria Steinem ori ·. 
Advisory Commis·sion on Women, Lowell Flanders and •rheodore Kheel on 
Americans in the U.N. system, Interview with Gertrude Anjlund, 
Swedish newspaper, Cong. Stephen Solarz on House Africa Sub-Committee. 
l/22 Haskell Ward,new Deputy Mayor of NYC, 1/23 Amb. Nicolas 
Katapodis (Greeece), 1/24 Louis Hartin, Senior Black Sta.ff Meeting, 
Members of Congress.for Peace Through Law. 
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-WASHINGTON 
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FOR THE' RECORD: 

the attached was returned today 
from the President and a .copy o·f 
the attached was returned to Stu. 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUS·E 

WASHINGTON 

January 26, 1979 

THE PRESIDENT 

STU EIZENSTAT 
AL STERN 

U .B. Terri.tories 

In your sta.tement on November 8, 1978, in the message of 
disapproval 'for H.R. 13719 - Tax Loss Offsets for Guam and 
the Virgin Islands- you said, " ••• I am directing the 
Secretaries of the Interior and the Treasury to study the 
financial situation of both the Virgin Islands and Guam and 
to recommend a plan designed to help those governments 
achieve a higher degree of financial stability." 

The well-being of U.S. territories has visibi.li ty out O·f 
proportion to their size. Individually the territories are 
resource poor and if total economic dependence on the Federal 
Government is to be avoided, maximum development of these 
limited resources must be encouraged. It is important to 
carefully administer their development .• 

~ 

The Omnibus Ter.ri.tories Bill H. R. 6550, signed October 15, 
1977, opens participation to them in many federal programs 
scattered over many agencies and departments. If we are to 
see that these programs are usefuLly employed in the rela
tively isolated context of the territories, some planning 
and coordinating mechanism is important. Therefore, in 
coordination with the Interior Department, we are initiating 
and will closely monitor an interagency study of territorial 
policy which will develop solutions to three problems. 

1. Developing a: coherent structure of financing for the 
territories. 

2. Analyzing the potentialities of economic development 
in the t~rritories. 

3. Proposing a federal mechanism for coherent implementa
tion of territorial policy. 

This study will follow-through on your directives. The NSC 
staff has approved the study. 

ElectroStatic Copy Made 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

January 26, 1979 

THE PRESIDENT. 

STU EIZENSTAT ~"" 
Domes-tic Policy Staff Weekly Status 
Report 

ENERGY 

CRBR: Strategy memorandum seeking guidance on how we might 
resolve current CRBR impasse will be to you the week of 
January 29. 

Oil Pricing: We are continaing follow up work on options 
development and analysis. 

Gasoline Decontrol or Other Cor.rection's: Working wi th .. DOE, 
Fred Kahn, Schultze, and EPA to analyze optioas and impacts. 
Memorandum t·o you wi.thin the next three weeks, unless there 
are further complications by the Iranian situation. 

Solar Energ.y Message: Decision memorandum to you by February 
12. Message is now scheduled for week of February 19. 

NATURAL RESOURCES 

Alaska: Coordination efforts continue. Secretary Andrus 
and Assistant Secretary Rupert Cutler (Forest Service) will 
appear before the House Interior Committee on February 1. 

Water Policy: We are working with Frank Moore's office, OMB 
and Interior to clear water policy legislative items and to 
develop legislative strategy. Administrative implementation 
continues. 

RARE II: Secretary Bergland is continuing consultation. 

Endangered Species: Under the review committee procedures 
established in the recent amendments, Tellico Dam was denied 
an exemption and Grayrocks Dam (Wyoming, REA-financed) was 
granted an exemption contingent on protection of whooping 
crane habitat through an existing legal settl.ement. Both 
votes were unanimous. 

'i 
,! 
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HOUSING AND URBAN DEVELOPMENT 

New York City Finances: The City completed negotiations 
this week on a public sale of City notes on favorable terms, 
the first public sale of City debt since 1975. Also, Treasury 
is completing its review of the City's plan to close its 
1980 budget gap and will be forced to find that there will 
be shortfalls in "anticipated" Federal aid. However, the 
Mayor knows this, we have been helping him on other "adminis
trative" items, and his public characterization of the 
Administration's budget has been moderate and balanced. 

Consolidation of the Banking Regulatory Agencies: Shortly 
Senator Proxmire will introduce this legislation, which is 
his highest priority~ Decision memo to you by February 9. 

Regulation Q Banking Reforms: For the past year an interagency 
task force has been reviewing options to modify.Regulation 
Q, .options which general!~ would involve raising the interest 
rates available to small depositors in financial institutions. 
The banking regulatory agencies are now considering moving 
unilaterally to make their own reforms, which would probably 
produce minimal benefits for small savers, and which might 
preclude White House involvement in either the development 
or announcement of any decision. We have asked Treasury to 
explore how the option of White House invovlement in this 
issue can be held open. 

DRUG POLICY 

Mexico: The Mexican Government continues its aggressive 
narcotics suppression program. Recently, Lee Dogbloff of my 
staff accompanied Congressmen Wolff and Gilman on a mission 
to Mexico and met with the Attorney General and military and 
other government officials associated with the narcotics 
suppression program. Relying mainly on a herbicide eradi
cation program,, the Mexicans with our a·ssistance ( $18. 5 
million in 1978) have reduced the annual amount of heroin 
coming into the U.S. by two tons. However, three tons still 
enter from Mexico each year.. We will be working with the 
NSC to prepare a detailed update for the briefing book for 
your trip. 

Strategy 1979 

The Federal Strategy for Drug Abuse and Drug Traffic Prevention 
1979 is now being printed. The Strategy outlines the goals 
and plan of the Administration for drug abuse control in the 
health, enforcement, and international fields. I have asked 
Fran Voorde to block out a few minutes on your calendar for 
you to receive the document from the Federal Strategy Council 
on Drug Abuse. We will provide you with briefing points. 
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HEALTH 

Hospital Cost Containment: H~W is reworking the Nelson 
Amendment which passed the Senate last year. No final 
decision on the details of the legislation can be made until 
the Commerce Committee chooses the chairman of its Health 
Subcommittee. That vote is now scheduled for January 30. 

National Health Plan: We have asked HEW to prepare a timetable 
for carrying out the consultations you requested. 

We have learned that Senators Long and Ribicoff are planning 
to split their bill into two separate pieces of legislation 
-- one covering catastrophic protection and standards for 
private insurance, the other covering federalization of 
Medicaid. This change undoubtedly reflects the fact that 
the original Long-Ribicoff bill is now extremely expensive. 

HUMAN RESOURCES 

ACTION: Reauthorization legislation for VISTA as 
the urban initiatives should be ready next week. 
are scheduled to begin the first week of February 
Senate and by Mid-February in the House. 

well as 
Hearings 
in the 

Veterans: As recommended in the Vietnam Veteran PRM, we 
have convened an 8-agency coordinating committee to implement 
the PRM, coordinate veterans programs, and develop an 8-10 
city outreach program targeted to underserved Vietnam veterans. 

Welfare Reform: We have begun consultations based on your 
$5 • .s billion decision .. , Almost all key members of Congress 
and interest groups acknowledg.e that an incremental package 
roughly like ours is desirable, and that they would prefer 
to work with us on a broadly acceptable vehicle rather than 
introduce several competing bills. Problems emerging already, 
all of which we expected: Corman wants to add the food 
stamps cash out for SSI recipients because it is "true 
reform", and he objects to the very restrictive cash program 
for two parent families; Moynihan and Rangel would like more 
fiscal relief; Long objects to a national minimum benefit 
and to mandating two-parent coverage. On balance, we are 
very encourag.ed. Further consultations will proceed. 

Social Security and Disability Reform: Although Chairman 
Ullman is generally supportive, he sees no possibility of 
enacting the social security proposals this year. Current 
plans are for early consideration of disability reform, but 
no hearings on the OASI proposals and tax roll back until 
the fall. 
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URBAN POLICY 

We are working with Treasury to f~nalize the countercylical 
and targeted fiscal assistance programs. We should be ready 
to begin Congressional consultations next week. 

OMB and we are developing proposals for the National Development 
Bank legislation and ED:A reauthori.zation. Final decisions on 
these legislative initiatives will be made as part of the 
economic development reorganization. 

Bizz Johnson, Chairman of the House committee handling the EDA 
reauthorization, has written you a letter promising to push for 
the National Development Bank if it is folded into EDA within 
Commerce -- which is one of the two options before you. 

We are working with Treasury to develop a PRM on the General 
Revenue Sharing issue. This issue is the top priority of most 
State and local officials and we should begin work on 
reauthorization immediately. 

I met with Mayors this week to discuss the budget. There is 
concern about some budget cutbacks, and particularly CETA. I 
did my best to allay their concerns in my speech to them and 
had some modest success. 

GOVERNMENT REFORM 

Lobby Law Reform: We have been working with Justice, Frank's 
staff and OMB on strategy. Congressman Danielson has already 
introduced a bill in the House, and we have discussed with 
Senator Chiles' staff the possibility of him taking the lead 
in the Senate. We are also meeting with key interest groups 
and discussing controVersial policy issues. 

Judicial Reform: We are working with the Justice Department 
on a Judicial Re.form initiative _to cut costs and increase 
efficiency in the Federal courts. Decision memo to you by 
February 12. Justice is also working closely with Senator 
Kennedy's staff. 

Election Reform: Decision memo to you within a few days. 

Federal Pay Reform: OMB and OPM will submit a decision memo 
to you shortly. However, a number of political and policy 
issues are still being discussed in light of the opposition 
of Federal employee unions and their supporters on the House 
Committee. We are closely following this. 
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Civil Service Reform: OPM continues to work closely with the 
agencies in lmplementing, the civil service reforms which passed 
last year. 

AGRICULTURE AND RURAL DEVELOPMENT 

1979 Rice Program: A decision memorandum is on the way. All 
advisors are recommending ag,ainst a set-side program for 
the 1979 crop, largely because existing set-aside authority 
for rice makes it an ~neffective means of curbing production. 

Sugar Legislation: Your advisors met on Friday to discuss the 
major remaining issues and will be recommending an Administration 
position to you within the next few days. 

CIVIL RIGHTS AND JUSTICE 

Title VIII - Civil Rights Act of 1968: Now that you have approved 
support of cease and desist authority for HUD, we will review 
the Edwards-Drinan bill very carefully to make sure we don't 
need to go with a bill of our own. With Jody's concurrence, 
I have asked Secretary Harris to brie.f the black press on this 
matter. 

FBI Charter: Justice Department has about wrapped up its 
negotiations with Senator Kennedy's staff. Late this week or 
early next week we hope to have a final version on which the 
Attorney General-, Judge Webster, and Senator Kennedy concur. 
It will then go through OMB' s clearance proces's. 

Conglomerate Mergers: Discussion with major interested 
agencies will be ~cheduled for early in the week of January 29. 
They will be asked to supplement their earlier submissions no 
later than February 15, in accordance with your recent decision. 

Refugees: Justice and State have reached agreem,ent on a bill 
which would replace the ad hoc parole programs currently being 
used. They have consulted closely with both houses of~Congress. 
HEW is preparing a section on resettlement assistance. This will 
come to you shortly. 

MISCELLANEOUS 

At Jody's request, I joined Zbig in briefing the press on 
the State of the Union speech and the State of the Union 
Message ~- taking, of course, the domestic portions. Jody 
felt they went well. 



THE WHITE HOUSE 

WASHINGTON 

Bob Lipshtuz 
Stu Eizenstat 

1/29/79 

The attached was returned in 
the President's outbox today 
and is .forwarded to you for 
your information. The signed 
original has been g.iven to 
Bob Linder for appropriate 
handling .. 

Rick Hutcheson 

cc: Bob Linder 



IMMEDIATE ACTION REQUESTED 

• THEWHITE HOUSE 

WASHINGTON .. 
January 29, 1979 

MEMORANDUM FOR: THE PRESIDENT f}
LIPSHUTZ ft: I 
EIZENSTAT. :::>-rz, 

FROM: BOB 
S'l'U 

SUBJECT: CAB Decisions 

1. Aero Trades (Western) Ltd. 
· Docket 33696 

Due Date: March 3, 1979 

Lake Airways Limited 
Docket 33616 
Due Date: March 3, 1979 

Nor.dair LTE·E-Nordair Ltd. 
Docket 31704 
Due Date·: March 3 , 1.9 7 9 

These are routine, noncontroversial cases permitting new 
authority to u.s., Canadian, and European points. All agencies 

.recommend that you approve the Board's decisions by signing 
the attached letter to the Chairman indicating that you do 
not intend to disapprove the CAB's orders within the 60 days 
allowed by statute. 

v/ Approve Disapprove ------

2. Increased International Excess Baggage Charges Proposed 
bY American Airlines, Inc., and Pan American World 
Airways, Inc. Dockets 34224, 34516 

The CAB proposes to suspend for 1 year excess baggage charges• 
proposed by Pan American, while allowing the excess baggage· 
charges by American Airlines to go into effect. American 

. Airlines' proposed charges do not exceed the amount derived 
from the CAB's formula developed for. international excess 
baggage charges, while Pan American's do exceed the formula 
amount. 

All agencies and we .recommend that you take.no action and 
allow the CAB's order to go into e.ffect. · The Board's 
decision becomes final unless you disapprove it on or 
before January 29v7·9. 

Approye Disapprove 
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THE WHITE HOUSE 

WASH I N .. GTON 

To Chairman Marvin Cohen: 

I have reviewed the following orders proposed by the Civil Aeronautics 
Board: · · 

Aero Trades (Western:) Ltd. 
Docket 33696 

Nordair LTEE-Nordair Ltd. 
Docket 3l704 

Laker Airways Limited 
Docket 3·3616 

I do ,not intend to disapprove the Board's orders within the 60 days 
allowed by statute. 

Honorable Marvin S. Cohen 
Chai'rman 
Civfl Aerona·utics Board 
·Washington, D.C. 20428 · 

Sincerely, 

( .. ·-



THE WHITE HOUSE 

WASHINGTON 

l/29/79 

. Stu Eizenstat 

The attached was returned in tne· 
President's ou.tbox· today and is 
forwarded to you for appropriate 
handling. 

Rick Hutc.heson 

cc: Frank M.oore 
Zbig Brzezinski 
Jim Mcintyre 
Charlie Schultze 
Esther Pete·rson 

1979 RICE PROGRAM 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

January 25, 197~ 

THE PRESIDENT 

BTU EIZENSTAT~~ 
LYNN DAFT~.~::.. 

19'79 Rice ~ram 

In the attached memorandum, Secretary Bergland recommends 
that no set-as:ide or land diversion program be instituted 
for tne. 1979 rice crop. The Working Group on Food and 
Agricultural Policy, which inc.Iudes OMB, CEA, STR, NSC, and 
the Departments of Agriculture, State and Treasury, unanimously 
concur in this recommendation. 

A record crop in 1978., he·re and abroad, has resulted in a 
significant increase in ending stocks and a sharp drop in 
price. And, although production is ·expected to fall slightly 
in 1979 as a result of these lower prices, stocks inthe 
u.s. will become even larger as production continues to out
pace use. 

Although this suggests a possible need to restrain produc
tion, the existing set-aside authority for rice i.s so con
strained by requirements as to make it ineffective as a 
means of reducing rice acreage. First, the Act requires 
that the national acreage allotment be fixed at 1.8 million 
acres. Only that production from allotment acreag·e is 
eligible for loans, deficiency payments, and disaster 
payments. Nevertheless, over 3 million acres were planted 
to rice in 1978 and planting1s of 2. 7 million are expected in 
1979. Second, existing law requires that no more than 30 
percent of the 1. 8 million acre allotment can be set-aside-. 

Finally, there is no requirement that the. dive·rted acreage 
result in reduced planting·s of rice. The only requirement 
is that a specified number of acres be removed from produc
tion, irrespective of the crops that had ac·tually been grown 
on them. Since the net return to rice is expected to be 
favorable compared to that of alternative crops, it is 
estimated that nearly 90.percent of the reduced acreage 
planted under a set-aside program would come from crops 
other than rice, principally soybeans. As a result, a set
aside program would not materially reduce rice production. 

Electrostatic Copy Made 
for Preservation Purposes 

·.' 
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Under existing law, the only means of measurably reducing 
production would be through use of a 30 percent set-aside in 
combination with a 30 percent paid diversion .. But even 
this extreme measure would not materially alter the supply/ 
demand balance. Thus, it too was rejected by your advisors. 

Secretary Bergland is evaluating opportunities for increasing 
commercial and PL 4.80 rice exports to help alleviate the 
problem of excessive supply, although major increases in 
exports appear unlikely. In addition, we have begun forming 
a farmer-owned rice reserve of up to 8 million hundredweights 
to help·isolate some of the supply from the market. We 
will also examine the need for a legislative proposal to 
improve the effectiveness of the set-aside program as it is 
applied to rice. However, we are not certain that the 
politics of this situation warrant such a proposal at this 
time. 

We join the other members of the Working Group in recommending 
that you approve Secretary Bergland's proposal that there be 
no set-aside or land diversion program for the 1979 rice 
crop. 

Decision 

V' Approve (USDA, State, Treasury, 0~1B, CEA, 
----- STR, NSC, Esther Peterson, DPS) 

Disapprove 

Electrostatic Copy Made 
for Preservation Purposes 



• 
TJ-1~ WHITE HOUSE 

WASHINGTON 

1/29/79 

Mr. President: 

Congressional Liaison comments 
that the Vice President and 
Secretary BeLgland have had 
meetings with Bumpers and 
Pryor on this issue. Since 
Arkansas producers favor a 
set-a,side, Secretary Bergland 
must convey to them this 
decision and the rationale for 
it. Communication with the 
Senators from Arkansas and 
other rice states is absolutely 
necessary. 

Rick 



DEPARTMENT OF AGRICULTURE 

OFFICE OF:THE SECRETARY 

WASHINGTON, D.C. 20250 ,. -

MEMORANOOM R:>R THE PRESIDENT 

St:JB:JOCT: 1979 Rice Program 

The Working Group on Food' and Agricultural Policy bas considered the_ 
pros and cons associated with set-:aside and land diversion programs for-
the 1979 rice crop, and has recarmended that no set-aside or land diversion 
program be instituted in 1979. The Working Group mem:>randum is attached. 

The currerit rice outlook for 1978/79 indicates a record u.s. and world 
crop arrl' declining pric_es. Because -of strOng prices last spring, rice 
produCers expanded. acreage by a "~:biro. Despite reduced beginning stocks, 
the u.s. 1978 record harvest was more than offsetting and 1978/79 total 
rice supplies are record large. Given only a rrodest change in utilization,-
1978/79 ending rice stocks are. 'likely to double with season average 
prices declfuing to ~7. 25-$7.75 ~ hl.llldredweight. SUch a. season average 
price would ccinpare to about $9 A3 per hundredweight in 1977/78 imd 
$7.02 per hundredweight in 1976/77. Because of this supply-demand. 
situation, a fanner-owned rice reserve for immediate entry of- 8 milllion 
hundredweights of the 1978 crop was authorized in order to isolate some 
of the excess supplies fran the market, and thereby ~ the decline 
in rice prices. About ·90, 000 hl:llldredweights have been placed to date. 
We also have pursued opportunities to strengthen catm:=rcial as well as 
PI.r-480 rice exi?orts t:.biough U.S. govermrent programs as well as through 
efforts of the rice producer and trade groups. 

The outlook for the 1979 crop in the U.S. , in the absence of a set-aside. 
or diversion program·, indicates a reduction in rice plantings of about 
11 percent becaUse of the deCline ·in the fann price of rice and the more -
favorable prices for alternative crops. Nevertheless, given the large 
carryin stocks fran 1978, another record total supply is expected. 
Although there is rmcertainty over world supply and demand conditions 
and u.s. exports, the projected most likely outcane for 1979, with no 
set-aside or diversion program, is for a season average price of about 
$7 .0C:} per hundredweight, slightly above the loan level of $6.79 per 
hundredweight. 

Given the outlook for the 1979 crop, several set-aside and land diversion 
program options were analyzed. It should be noted that a set-aside 
program requires only rice allotment holders to -reduce acreage. Moreover, 
a set-aside program by law cannot be· greater than 30 percent .of the fann 
allotment. The national acreage allotment is fixed_at 1.8 million 
.acres, and therefore, if all allotment holders participated in a 30 
percent set-aside based on their allotment, they 'WO'U1d have to set aside 
540,000 acres to be eligible for program benefits. Non-allotment holders 
would not be required to reduce acreage under a set-aside. 



Acreage planted specifically te rice by allotment holders or· non-allotlnent 
holders carm.ot be limited under the set-aside provisions. With a set-
aside in effect, allobnent holders "WOuld be expected to .plartt their full 
allobnent because the target price for rice will be around $9 per hundiedweight, 
which is above the cost of production for :rrost allotment. holders., and 25 . 
to 30 percent above the expected market prices. . The net 'retunl on rice 
is high enough relative to the expected xetum f:ran other crops to 
encourage many allobnent holders to plant rice in excess of their allotment. 
Therefore, with a set-aside in effect, :rrost of the reduction in acreage 
planted in 1979 by allotment holders _\170\lld be in crops other than rice. 
The conclusion .is that a rice set-aside program is not an effective 
means of reducing rice acreage. A combination set-aside/land diversion 
program would only be. marginally better than a straight set-aside program. 

For these reasons, all :members of the Working Group are opposed to a 
set-aside or paid land diveisioR program for rice. A majority of the 
ccmnents received fran rice producers also favored no seb-aside. A 
large group ·of producers fran Arkansas favored a set-aside program if it 
would apply to all rice -produced •. However, :the legislation does not 
provide me with this authority. A set':"'"aside program can only be applied 
to the a:llobnent acreage. · 

We have indicated. to members of Congress and the rice ·industry that we 
would announce a decision on the 1979 rice program by mid .....:January. I.f 
you coRCUr in the W:>rking Group's recamnen.dation, L-would like to announce 
this week that there will not be a. set-aside or land diversign program 
in effect for 1979. _· · .J 

BOB BER:;IAND 

Secretary 

Attachn:ent 



DEPARTMENT OF AGRICULTURE 

OFFICE OF THE SECRETARY 

WASHINGTON, D.C. 20250 

SUBmCI'.: 1979 Rice Program 

TO: Secretary Bergland 

January 17, 1979 

. FI0>1: W:>rking Group on Focxl and Agricultural Policy 

1. ACtion Needed 

The following provisions are ·to be detennined for the 1979,.-crop 
rice program: 

A. Set-aside program 

B. Lahd diversion pay1nent program 

C. Target price 

D.. lDan and purchase rate· 

There are no statutory dates for the announcement of these provisions. 
Program armouncanents should be made soon to give producers adequate 
time for making planting decisionl?. and planting arranganents. 

2. Rice Situation 

A. CUrrent ·1978/79 Situation 

The current situation for 1978/79 indicates a record U.S. and 
world crop, a continued high level of trade and declining 
prices. In response to strong prices prevailing during the 
spring of 1978, :U.s. producers expanded their 1979 rice 
plantings ·by a third. The; U.S. 1978 crop is estimated at 138 
million hundredweights, 39 percent larger than the previous 
year. The large increase in the U.S. rice acreage can be 
attriliuted bOth to rice allotment holders who planted in 
excess of. their allotment and to producers with no allotment 
who upped their plantings, particularly in. the Arkansas and 
Mississippi areas. 

· U.s. rice stocks at the beinning · of the· 1978/79 marketing year 
totalled 27. 4 million hundredweights, down a third fran the 
record 40 million hundredweights of a year earlier. Currently, 
~ stocks total 11 million hundredweights. Despite reduced 
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beginning stocks, the u.s. 1978 ,record harvest is m:>re than 
offsetting. and 1978/79 total. rice supplies are a record large 
165 million hundredweights;. · 

U.S. utilization: may increase scmewhat due to a modest increase 
in danestic use. Nonetheless, the 1978/79 ending stocks are 
likely to dOUble to around 54 million hundredweights and , 
seas0n average prices to decline to $7.25 - $7.75 per hundredweight. 
Such a season average price would, ca:npare t:o abeut $7.85 per 
hundredweight for the first five m:>nths of the 1978/79 marketing 
year., $9. 43 per hundredweight in 1977/78, $7.02 .per hundredweight 
in 1976/77 and $8.35 per hundredweight .in 1975/76. Because of 
this supply-dEmand situation, a fanner-owned reserve for 
immediate entry of the 1978 crop was authorized· in order to 
ioolate same of· the excess supplies f:rom the market and thereby 
temper the decline in prices to producers. Placement in the 
reserve is currently lllni. ted . to 8 million hundredweights, 
which could be increased if the situation develops to warrant 
an increase. About 90,,000 hundredweights have been placed to 
date. 

The 1978/79 world rice crop is projected at a record level of 
377 million metric tons. (The .1978/79 rice production represents 
the crops harvested in the last half of 1978 and early 1979 in 
the Northern Hemisphere and the crops harvested early in 1979 
ill the Southern Hemisphere).·. Ill general, timely rainfall 
resulted in larger crops in the PRC, India, · Indenesia and 
Thailand. Ending world stocks are expected to increase to a 
record 25 million tons, up 16 percent fran last year. The 
doubling of u.s. stock ·levels and a buildup in other world 
rice stocks. have exerted downward pressure on prices. 

CUrrent FOB prices for ~cial sales of gC:>Od quality long 
grain rice and for PL-480 medd.um grain are about $365 per t0n 
and $270 .per ton. A year ago, these prices were $.535 and $360 
per tqn, representing a price decline of 32 and 25 percent. 

B. The OUtlook for 1979/80 

The outlook for the 1979-crop year in the H. S. , even without 
an acreage adjustlllent program, indicates a reduction in rice 
plantings but a record Supply because of the large stocks 
carried in fran 1978/79. Because of the decline in rough rice 
farm prices and m:>re favorable. farm prices for alternative 
. crops~-mainly soybeans and in sane areas grain sorghum and 
upland ootton--1979 rice plantings, ill the absence of a set
aside or diversion program, are expected to be between 2.5 to 
2.8' million acres, cc::mpared with the 3.08 million planted in 
1978 and 2 .26. million .in 1977. The allotJ:nellt acreage will. 
ranain at 1.8 million and it will be planted. The decline in 
plantings will. be .. made by those with no allotment and by 
allotment holders who reduce their over plantings. 
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The magnitude of the shift fran rice plantings ·to alternative 
crops will deperrl on fann prices for each of the indi vidt:lal 
classes of rice (long, medium and short grain rice) and alternative 
crops at planting time; · the extent of capital investments made 
by both· traditional and new rice producers; the extent of 
relative changes in production costs; the influence of landlord
tenant arrangements, the preference of producers to grow rice 
because of reduced production risks,. and the need to maintain 
proper cropland rotation practices. The first indication of 
rice producers' intentions will be. reported on January 22, 
1979. 

With no set-aside program, 1979 plantings are estimated at 2. 7 
million acres for the analysis of the options, a decline of 
about 11 :percent fran 1978 total planted acreage with oost 
of the reduction in . acreage caning fran non-allotment fanns. 1979 
rice plantings· of al:xmt 2. 5 million acres would still assure 
adequate supplies and ending stocks even if unfavorable. weather 
and growing conditions occurred. -Fran· 115 ·to 120 million 
hundredweights are ·expected to be used· during 1979/80 to 
satisfy danestic and. export require:nents. It would take 2.5 
to 2.6 million acres to produce 115~120 million hillldredweights, 
so at these acreage levels stocks will remain at their current 
high level. See Table I for recent history of U.S. supply, 
U:se, prices and acreage. 

The 1979/80 world crop could range fran 362 to 380 million 
metric tons depending on weather· and growing conditions, which 
canpares with the current estimate of 377 million tons for 
1978/79. Given these· ranges of supply, the· utilization of the 
U.S. 1979 crop is uncertain. IlcJnestic utilization is expected 
to increase due to relatively low prices. However, u.s. 
exports, both canmercial and PL-480, are highly uncertain 
because of weather. uncertainties associated with the world 
crc>p. Weather patterns over oost rice producing areas have 
been abnonnally favorable in recent years. Historically, the 
baiance between supply' and demand in nost of the rice co~g 
countries is fairly tenuous with imports constituting only a 
small portion of COilS\.lrrq;)tion. Any significant crop .shortfall 
in one or two of the major importing or exporting countries 
could expand import danand and catise same shifts in tradi tiona! 
trade pattems. The current rice situation in Indonesia (the 
world's largest importer) is illustrative of one critical 
variable in the world outlook for 1979/80. Recent downwaid 
revisions in Indonesia's 1978/79 import require:nents have been 
brought about by a record crop due te exceptionally good 
weather and. growing conditions.. In the short nm, a nore 
nonnal Indonesian crop in 1979/80 together with increased 
consumption and a policy aimed at maintaining adequate stocks 
should be reflected in increased' inp:>rt demand. Increased 
:inlport. demand as a result of :weather related crop losses in 
laos and Vietnam are expected to create demand for rice in 
1979/80. However., Asian suppliers are likely to benefit fran 
these shortfalls. 
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Although world rice trade. has shown only nOO.est growth in 
recent years, trade patterns haVe been. undergoing significant 
changes. A number of the traditional rice importers, such as 
India and South K0rea, have approached self sufficiency while 
others are lessening their dependence 0n outside supplies. 
Favorable weather and increasing use of Jrodern technology are 
responsible for these developnents. However,. export sales of 
principally high. quality long grain rice to ·the Middle East 
and certain ·African· markets have rrore than offset· the reduction 
in lower quality riee sales. to other markets. The current 
oversupply in the wor:ld is in the lower quality medium and 
short grain . rice varieties, . ·those pushed as a part of the so
called "green revoll:ltion. " Ccmnercial export.· noveme.rtt of . the 
higher quality varieties, . canpared to other qualities, should 
be sustained and are less likely to be affected by weather 
variations in importing countries. Table IT provides an . 
est.imate of ranges in 1979/80 world production, import requirements, 
U.S. exports, and ending stocks whicll underly the analysis .• 

3. Pregram Options 

A. ·Set-ASide ·and-Land Diversion Program Analysis 

The law provides that ·the Secretary shall armounce a set-:aside 
if it is de1:.el:mi.l}ed that the total supply would be excessive 
without a set-:aside. If a set-aside is in effect, allotment 
holders must set-aside an acreage of ·cropland equal to the 
percent of the fann allotment as specified by the Secretary. 
But the set-as:~:.de cannot be greater· than 30 percent of the' · fann 
·allotment. The national-acreage allobnent is fixed· at 1 •. 8 · 
million acres, and therefore, if all.· allotment holders participated 
in a 30 percent set-aside based on their allot:ment, they would 
have to set aside 540,000 acres to. be ·eligible for program 
benefits. Acreage planted' to rice by allotment holders or 
non-allobnent holders cannot be limited under ·the set-aside 
provisions. Even. with a ·set-aside, allot:ment holders would 
plant their full allotment, because the target price will ·be 
around $9 per hundredweight, which is above the cost of 
production for nost allotinent holders, and 25. to 30 percent 
above the· expected· market price. The net· return· on rice is 

·high enough relative to the expected retum fran alternative 
cr0ps tO encourage many allobnent holders to plant rice in 
excess of their allot:Ioont. Therefore, nnst of the reduction 
in acreage planted in 1979 by allotment holders would be in 
crops other than rice. Non-,allobnent holders. will reduce rice 
acreage and increase acreage of other crops. They are not 
directly affected by a set-aside or diversion program at all. 
The only irrpact of a set-aside or diversion pregram on non
allot:ment holders is indirect, through the impact· ·such programs 
have on. the market price of rice. And the impact of a set-
aside program on the price of rice is small becal:lse allobnent holders 
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do not reduce rice .acreage appreciably beca-use of a set-aside. 
In fact, if rice producers believe a set~aside will mean a 
higher rice price,, they will plant :rrore to rice than they 
wemld in the absence of a program. The conclusion is that a 
rice set-aside program is not an effective mean:s of reducing 
rice acreage. It could, however, lead to a significant 
reduction in acreage planted by .. allotment holders to crops 
other than rice. I:t is expected that soybean .acreage would be 
red\lced by about 400, 000 . acres in the southern rice states. 
Acrreage planted. to grain sorghum in Texas and wheat and barley 
in California would be reduced by about SO, 000 acres. The 
set-aside pmgram oould have a marginal impact on the potential 
supply for certain c!l..asses of rice since. much of the reduction 
fran the set-aside program would likely be in. medium grain 
rice primarily in California and IDuisiana. · 

A paid land diversion program for allotment hOlders may .also 
be considered' as a means of reducing supplies. Through the 
diversion program, plantings of rice could be limited, resulting 
in a :rrore effective prodUction adjustment .program. A :summary · 
of 3 options is. shown below: · · 

Cmtpa.red With No . Set-Aside 

o u.S. acreage in 1:979 is estimated about 65, 000 acres 
(2.4 percent) 10\tJer with a 30 percent set-aside, and 
about 190,000 10\tJer (7 percent) with a combined 30 
percer:1t set-aside/30 percent land diversion program. 

o Production 'INOuld be about 2 .• 6 million hundredweights (2 
percent) lower with a 30 percent set...;aside, and about 7. 5 
million hundredweights (6 percent) lower with a canbined 
30, percent set-aside/30 percent land diversion program. 

o The market price, and utilization in 1979 is 'l:ll1changed · 
under the set-aside option, bu:t .price is up 3-4 percent 
and use down slightly. with the canbined program. 

o Ending stocks would be about 2. 6 milli0n hundredweights 
lower with a 30 percent set-aside, and 7 .a million 10\tJer 
with a 30 percent set--aside/30 percent land diversion 
program, but higher than a year earlier under both options. 

o CCC-owned stocks wouid be about 2. 6 milli0n. hundredweights 
lower under the 30 percent set-aside, and 7. 0 million 
lower under the canbined 30 percent set-aside/30 percent 
land diversion program. Additional stock buildup in 
1979/80 will be acqaired by CCC .since the private sector 
will not likely hold more than the 25 million hundredweights-
the amount expected to be held at the end of 1978/79. 

o Gross incane is estimated to be dc:Jwn· $18 million (2 
percent) with a 30 percent set-aside and $16 million (2 
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: •... ·. ~·979-8(:)' . : • 
Item • • ·No S-A 30% S-A 30% S-A : : 

1977-78 I 1978-79 :. No. ·Div. No· .. Div. : .30% Di v. 1 I . . . . 
I Acreage (1,000 A) 

Allotment 1,800 1,800 l,800 l·,8oo 1,800 
' S-A 512 5·12 

Diverted 
a,oao 2,700 

253 
i Planted 2,261 2,635 2,510 

Supp 1 v-Use (Mil. Cwts) ~'i:- ~ •. 

I Beginning Stocks 40.5 27.4 54.2 54.2 54.2 
Production 99.2 , J~?~}D 124.4 1'21.8 116.9 

Total Supply 139.8 165.2 l78.6 176.0 171 _! .. L _ 
Domestic Use· 37.6 44.0 46.5 46.5 4~.Q.J'' 
Expo.rt 72.8 67.0 70.4 70.4 70.4 

Total Use 110.4 111.0 ll6.9 116.9 .116'~4· : 

Ending stocks 27.4 54.2 61.7 59,1 . '5li~··7 . ' 
FREE 16.4 25.0 25.0 25,0 ;· .· 2!l.~0 
CCC-Owned 11.0 21.2 2R. 7 26.1 '~l.]: 
Prodlice.r-Owned 8.0 8.0 8,0 8;0 

Prices ($/Cwt) 

Target Price 8.25 8.53 9.05 9.05 9.05 
Loan Rate 6.19 6.40 6.79 6. 79· 6.79 
Farm ·Price 9.43 7.50. 7.00 7.00 7.25 

Farm Receiets (Mil.$) 

Value of Production 935 .. 5 J r.Qia:;s:· 870.8 852.6 847.5 
Government .Pa.Yll]ents '· ......... 

3.. 6 57.6 162.0 162.0 169.4 
·.9.ro~~-: £~co;~-/->.::·-~ .. ~, 939.1 J,o~r.r\ 1,032.8 1,014.6 1 ,916._2 
{)~o'ss~ ·Retupns over • •• , < 

. 369:t·: '361r·,:3J 
) 

39.1 ~ 7 Va·rtable;C_os.ts: .. , ...... " ·.418 .. 3\ ·368.6.· 
v •• _::_, 

Gove.rnment Outlays (Mil.$) 

Payments 3. 6. 64.4 168.8 168. •. 8 176.2 
l:.oan Outlays -48.6 135.6 72.4 54.7 t"24:9 . 

Total -45,:0 200.0 241.2 223.5 2'61. t 
Value of Ex~orts 834.0 67·0. 0 675.0 675.0 ·699.0 

]j\ $115.28 per acre payment rate was used for the land diversion program. 
\..~ 



7 

percemt); with a 30 percent set-aside/30 .percent land 
diversion program. 

o Retum.s over variable costs are estimated te be down 
$7 .o million (2 percent) with a 30 percent set-aside, but 
'WOUld. be $23 million (6 percent) higher with the canbined 
set-aside/diversion program. 

o Governmen.t outlays are estimated to be down $18 million 
(7 percent) with a 30 percent set-aside and $40 million 
(17 percent) with a combined 30 percemt set..;.aside and 30 
percent land diversion program. 

o Export value is estimated to be unchangoo with a 30 
percent set-aside and up $24 million (4 percent) with a 
30 percent set-aside canbined with a 30 percent land 
diversion program. 

o Costs to danestic users (cereal manufacturers and brewers) 
are not expected to increase with a 30 percent set-aside 
option but would rise 3-4 percent with a canbination 
program. Consumer expenditures for rice are expected to 
be up a negligible anount,. at rrost a cent a pound, with 
a canbination program because of the 3 to 4 percent rise 
in the fann price of rice. 

Weather continues as the major factor in the fluctuation 
in the u.s. and world crop production. U.S. yields in 
1978 averaged 4, 505 pounds per harvested acre, canpared 
to the 1971 record yield of 4, 718 poundS per harvested 
acre and the 1977 yield of 4, 412 pounds per harvested 
acre. 

The m::>st, likely ll979 yields per harvested acre for .eaCh 
of the options is based on trend yield adjusted for 
changes in planted acreage. Yield adjustments for fawrable. 
and unfawrable. weather are calculated using the "Root 
Mean Square Error" for August 1, the beginning of the 
crop year. Should the high yields materialize (above 
4,800 lbs.) in 1979, stocks would increase by about 12 
million hundredweights (21-22 percent) over the nost 
likely scenario for each of the options. Fann prices 
would decline to $6.50 - $6.75 per hundredweight (all 
below the loan and purchase rate), deficiency paymentS 
would increase, CCC inventory would increase and export 
eanrings would decline. Such yields, would represent 
significant increases over historical yields. 

With unfavorable weather in 1979/80, stocks would be 
reduced about 9 million hundredweights (15-17. pereent) 
fran the "most likely" scenario for each of the options. 
Fann prices would range fran $7.25 to $8.00 per hundredweight, 
deficiency payments \llOUld decline, there would be no 
stock acCUilU.llation by CCC, and export earnings would 
increase. 
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The principal argument . for and against a set-aside and a 
set-aside canbined with a land diversion payment program 
are: 

PRO 

--Under the 30 .percent set-aside canbined with a 30 
percent land diversion. payment program, government 
outlays would be about $40 million .lower ccrrpa.red 
with no set-aside and about. $18 million lCMer with 
a 30 percent set-aside. 

--Reterns over variable oosts .are slightly higher with 
the. canbined set-aside/land diversion payment p:rogram 
cc:mq;>ared to no set-aside and 30. percent ·set-aside 
options. 

--Export returns are slightly higher under the 30 
percent set-aside canbined with a 30 percent land 
diversion payment program. 

CON 

--The 30 percent set'""aside is largelly ineffective. in 
reducing rice acreage. Allotment holders· would 
~ly by setting aside the required cropland but 
wouid maintain rice plantings and ·would reduce 
altemate crops, particularly soybeans. However, if. 
soybean acreage were reduced by about 400, 000 acres, 
soybean production 'WOUld be reduced by about 10 
millioo bushels· resulting i:n slightly higher fann 
prices. Higher fann prices would reduce government 
outlays by $10-15 million because of lower loan 
.placanents. and higher rec:larptions. 

--Both set-aside and diversion payment program options· 
are directed exclusively to allotment holders and no 
adjustments are required by non-allotment holders. 

--Should unfavorable weather prevail, fa.nn prices 
could reach about $8 per hundredweight under the 
canbined set-aside and land diversion .payment program. 
Prices at this level or higher will encourage acreag~ 
expansion, large supplies, lower prices and higher 
government outlays in 1980. 

--Industry believes that· no set-aside is required 
since market forces are ·expected to bring about 
necessary acreage adjustments .• 

LOan ·and.Target Price Adjustments 

The 1979 target price is the 1978 target price adjusted 
for any change in the ~-year rroving average of the 
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variable, machinery and overhead. c6st of. producing rice. 
··Based on .ESCS . estilna.ted oosts, the 1979 target price is 
estimated to be $9.05 per hundredweight, an increase of 
.52 cents per hundredweight fran 1978. Whi.:le ·the Secretary 
may increase the target price when a set-aside is in 
effect, such adjustments were not made in the analysis 
because the higher target. price. increases government 
outlays without ~ing the effectiveness .. of 'the program. 

The 1979 loan. and purchase rate as detennined by the 
fonnula in the law calculates to $6.79 per hundredweight 
or 39 cents higher than 1978.. The SeCretary may adjust 
downward the loan and purchase rate to $6.31 per ~hundredweight. 
However, this adjustment was not made in the analysis. 
The lower loan and purchase rate would· not change export 
projections and would result in higher. government outlays. 

Reserve Program 

A fanner-owned reserve program was armounced for fumedia.te 
entry with placenents liniited to 8 million hundredweights. 
To date, alxmt '90,000 hundredweights are in the reserve. 
This !:imitation could be increased should excessive 
supplies develop in 1979/80. 

4. PUblic comnent 

In res:ponse to the Federal Register notice, 104 ccmnents were 
received concerning the set_; aside program. Of these, 55 did not 
favor a set-aside program and 49 favored a set-aside program, with 
nnst of these favoring a 20 percent· set-aside, . contingent on the 
set-aside being applied on all rice produced. · However, the ·legislation 
does not provide the Secretary. with this authority. ·A set-aside 
program can only be applied to· the allotment acreage. Twenty-six 
responses were received concerning the target priee. . Of these., the 
suggested target price ranged fnam $9.04 per hundredweight up to 90 
percent of riee parity which calculates to $14.31 per hundredweight. 
Eight res:ponses .. were received concerning the loan. and purchase 
rate. Three stated that a loan and purchase rate of $6.78 per 
hundredweight is satisfactory and would oot inhibit exports. Three 
suggested that the loan and purchase rate, be increased but· did not 
state the levels. One response comnented that the differentials on 
whole kernels on rice is satisfactory. 0ne response suggested that 
the differentials be eliminated. · 

5. Agency Positions 

All tnerrbers of the Working Groop are opposed. to ·a set...,aside or paid 
land diversion program. · Such programs are largely ineffective in 
bringing about adjustments in rice production, since there is so 
much aCreage outside the· control of these programs and ·Since rice 
producers will tend to reduce a1 ternati ve crops and try to maintain 
rice acreage because of the relatively high rate of return. Moreover, 
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if '.poor weather prevailed in 1979 and a set~aside or canl:>ined set
aside diversion program were in effect,· supplies and endii:lg. stocks 
would be reduced significantly •. Prices would increase leading to 
expanded rice acreage in 198'0, which COI:lld result in reduced fann 
prices, higher goVernment outlays, and increased CCC' invento:ry. 

~-JJ~ 
HOWARD W. HJORr 
Acting Chairman 
'Working Group on Food and 

Agricultural Policy 

Attaclnnents 
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. Ti;lbl e <':J: RICE, ROUGH EQUIVALENT:· U.S. StJPPLY, DISAPPEARANCE, 
/ PRICES . i\ND ACR.E:P.GE 1/ 

********~*********************************************************** 
~tear : . 1977 1978 

beginning : 1975 : 1976 : Prelim. : Projected 2/ 
August 1 : : 

******************************-fd:*************'/1:********************** 

SUPPLY 
Beginning stocks 
Pro:luction 
lrnp::>rts 

Supply, total 

DLSAPPEARANCE 
Fo:rl 4/ 
Seed 
Bre~o.>ers' use 

DatY;;stic, total 

EX!X)rts 

Disappearance, total 
' 

Ending s tcx::ks 
Privately c>-med 

Diff. unaccow1ted 5/ 

PRICES 

Average farm price 
Average loan rate 
'l1arget 

AREA 

Allotrrent 
Planted 
Harvested 

. . . . 
: . . . . 

. . 

7.1 
128.4 

3/ 

135.5 

27.7 
3.5 
9.1 

40.3 

: SG.S 

. . 

. . 

. . 

. . 

. . 

. . 

. . 

96.8 

36.9 
17.7 
+1.8 

8.35 
8.52 

1,803 
2,833 
2,818 

Yield/harvested acre 4,558 . . 
: 

Million C\vt • 

36.9 ·40.5 27.4 
115.6 99.2 ij)7-!__[f~ - --

.1 .1 

152.6 139.8 165.2 

29.2 23.5 
3.2 4.2 . 

10.3 9.9 

42e7 37.6 44.0 + 2.0 

65.6 72.8 67.0 + 5.0 

108.3 110.4 111.0 + 6.0 

4:0.5 27.4 54~_i;:~. 7.0 
21.8 16.6-
+3.8 +2.0 

D:>llars P2:C c'Wt. 

7.02 9.43 -7~:2~ .;.7:'7_5 .·. 
6.19 ·6.19 6.40 

8.25 8.53 

Thousar.d acres 

1,800 1,800 _1,89Q 
2,489 2,261 •-.3.~ oao;-
2,480 2,249 3,059 

Pounds 

4,663 4,412 

**************************************-A·..P:********************"~:****** 
1/ Data apply to only ll'a.jor rice-producing States. Hilled rice 

converted to rouqh basis at armual extraction rate. 2/ Chc.nces 
are ai.::out 2 out of 3 that the final outcom~ would fall Hit.hi.;; the 
indicated range. 3/ Lt.=ss than 50,000 C'.vt. 4/ Includes shir:;m2nts 
to U.S. territories and rice for military focd use. 5/ Resu1ts 
from storage, hc>.ndl.ing and processing losses. 

)' 
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Table .. II: IUce Situation: ~!Y 1975f.r6-1977/78 and ProJections 
--- for 19'18/W and 1979/50 1/ 

Under Alterl'at!.•re. ·vcather AssUmptions •. 

.) 

1971178 
(he 1m.) 

rr=-:_!'roJected 19'f8lt_9 __ 
l'lOBt P.oat 

Projected 1979/80 

.) 

Likely l/ Alt.I ·Alt.II Likely!/ Alt.I Alt.II 

--------:---------------!n Mill:ion !l«!tric Tons-----------------------------------

!!J>Orts 
~hatland 

Bur.na 
l'akiste.n • · 
Austral:.~. 

Ite..q 
I'RC 

All o-ohers 
}'on:!.gn 

u.s.A. 
'1/orld 

Imports 
lndone.s :.a. 
EC-9. 
Iran 
Iraq 
Malaysi•> 
Saudi A..-abia 
Hong Kong 
Ser.ega.l 
Nigeria 
Malagasy P.ep. 

All Otheros 
Vorld 

Production 
PRC 
India 
Indo:>csia 
ThaUar,d 
Japan 
Banglnd.-,sh 

All Other:s 
foreign 

u.s·. A. 
'1/orl.d 

Consuro':>t;ion 
-lncfi;;---

Bane;1adesh 
PHC 
Japan • 
Brazil 

All Others 
Foreign 

U.S.A. 
'1/orld 

!nd1f!f,_Stocks 
u.s.A. 
!lon-IJ.S.A. 

Total World 

1.9 
.6 
.6 
.3 
.4 
·9 . 

1.6 
6.5 
1.8 
8.3 

.8 

.9 

.3 

.2 

.1 

.;1 

·3 
.2 
.2 
.1 

5.2 
8.3 

126.5 
73.2 
22.3 
15.2 
16.5 
19.2 
81 •. 8 

354.7 
5.8 

360.5 

li5.8 
12.9 
85.3 
10.7 
5.0 

75.3 
235.0 

l.IJ 
2)6.4 

1.2 
16.3 
17.5 

2.9 
·1 
·9 
·.3 
.2. 
·1 

·?..0 
7.7 
2.1 
9-8 

1.5 
·9 
.5 
.3 
.1 
.2 
.4 
.2 
.01 
.1 

5·5 
9.8 

125.5 
64.2 
23.3 
15.8 
14.7 
17.6 
82.5 
3~3.6 

5.4 
349.0 

44.3 
12.3 
8lJ.6 
10.6 
5.3 

Tf,8 
234.9 

1.5 
236.4 

1.3 
15.7 
n.o 

1.5 
.6 
.a 
.3 
·3 

1.1 
1.9 
6.5 
2.3 
8 •. 8 

2.3 
.a 
·5 
.2 
.2 
.3 
.4 
.3 
·3 
.2 

5-3 
8.6 

126,5 
79.1 
22.8 
15.0 
16.1, 
19.3 
82.7 

361.tl 
4.5 

366.3 

49.5 
12.9 .. 
84 ·9 
10.3 
5.6 

78.3 
241.5 

1.3 
242.8 

·9 
20.4 
21.3 

1.8 
.4 
·9 
.~ 

·3 
1.0 
2~4 
7.1 
2.2 
9-3 

1.2 
·9 
.6 
.2 
·5 
.3 
,I, 
.2 
.3 
.2 

4 •. 5 
9-3 

130.0 . 
80.3 
26.0 
15.5 
15. '{ 
19.4. 
83.0 

370.0 
6.5 

376.5 

52.0 
13.1 
87.4 
10.6 
5.7 

81.0 
249.8 

1.4 
251.2 

1.8. 
23.0 
24.8 

1.5 
·3 
.6 
~3 
.2 

1.0 
3.0 
7.1 
2.0 
9.1 

1.2 
.• 8 
.6 
.2 
·5 
·3 
.4 
.2 
.2 
.2 

4.5 
9.1 

133.8 126.3 
85.8 74.8 
27 .o 25.0 
16.3 14.7 
16.9 14.6 
20.6 18.2 
84.4 81.8 
374.0-366.0 
7.0 6.0 
381.0-372.0 

54.7 49.3 
13.8 12.4 
9().0 ' 84.8 
10.7 9.7 

6.1 5.3 
82.7 &l.l 

251.7-242.7 
1.5 1.3 
253.2-244.0 

1.9 
24.6 
26.5 

2.3 
.6 
·9 
.3 
.3 

1.1 
2.7 
7.8 
2.3 

10.3 

2.2 
1.0 

·1 
.3 
.2 
.4 
.4 
.2 
.3 
.3 

4.3 
10.3 

131.0 
76.0 
25.4 
16.1 
14.5 
18.8 
811.0 

365.8 
5-5 

371.3 

)0.0 
12.8 
9?.7 
10.6 

5.9 
83.0 

255.0 
1.5 

256.5 

2.0 
15.1 
17.1 

2.6 
·1 

1·.o 
.3 
.4 

1.1 
2.1 
7.9 
2.0 

10.2 

1.9 
1.1 

.6 

·" .1 
·5 
.4 
•. 2 
.3 
.4 

4.3 
10.2 

1.7 
.5 
.8 
.3 
.2 

1.8 
3-3 
8.4 
2.5 

11.1 

2.5 
·9 
.8 
.3 
.3 
.4 
.4 
.3 
.4 
.3 

4.5 
11.1 

134.8 127.2 
81.5 70.5 
26.4 24.4 
16.9 15.3 
15.7 _13.3 
20.0 l7 .7 
86.3 • 81.7 

373.9-35'[.7 
6.0 5.0 
379.9-362 .·r 

52.7 47.3 
13.5 12.1 
95.3 9'J .1 
11.1 10.1 
6.0 5.8 

84.3 81.7 l 
260.5-250.5 
1.6 1.4 
261.6-251.4 

1.5 
,14.9 
16.4 

1/ Harkcting· years for trade. production and consumption repre3ent ar:;gregg,tes of different local J:~'\rketing years and vi11 
therefore not necen3arily agree v:ith data as publishei 1n the f'G series.. (l'roduction figures are on a rough basis; trade 
and stocks data are milled basi a.) 

NOTE: Alternative I assumes generally favorable veather conditions vor1dwide. Alternative II e.ssUJnea unfavorable conditions. 

Revised December 8, 1978 
Commodity Programs, FAS/USDA 

' 
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TABLE Ill: RICE Supply-Demand Estimate~ and_ Pri_c_es 
No Requt~ed.Set~Aside 
No Land Diversion Program 

Item- 1977 1978 . 1979 
.. FAVORABLE LlKELY UNFAVORABLE 

Ac~eage (1,000 A) WllATHER MID .. RANGE WEATHtR 
Allotment II 1,800 1,800 1,800 
S-A (Reg.) II 

Land Div. ... 
' . - . ~-

Planted II 2,261 3,080 2,700 
Harvested II 2,249 3,059 2,690 

Vie 1 d/ Ha rv. ( 1 b. ) 4,412 4,505 4,829 4,625 4,421 
Program Yield 4,620 4,613 4,595 

Car~yin (mi 1. cw:t.) 40.5 27.4 54.2 
Production II 99.2 137.8 129.9 124.4 118.9 
Supply II 139.8 165.2 184.1 178.6 173.1 

Domestic Use II 37.6 44.0 48.5 46.5 44.5 
Exports II 72.8 67.0 61.2 70.4 76.5 

Total II 110.4 111.0 109.7 116.9 121.0 

Carryout ... 27.4 54.2 74.4 61.7 52.1 
FREE II" 16.4 25.0 30.0 25.0 22.9 1-' w 
CCC-Owned II 11.0 21.2 36.4 28.7 21.2 
Producer-Owned II 8.0 8.0 8.0 8.0 

Prices ($/Cwt) 

Target Price 8.25 8.53 9.05 
Loan Rate 6.19 6.40 6.79 
Fantl Pti ce 9.43 7 .• 50 . 6.50 7.00 - 7.25 

Value of Prod. ·{f'1i l. $} 935.5 l,033. s· 844.3 870.8 862.0 

Outlaxs (Mil. $) 
Deficiency Payments 56.8 
Diversion Payments 

172.0 161 . 1 141.4 

Disaster Payments 3.6 .8 .9 .9 3.8 
Storage Payments 6.8 6.8 6.8 6.8 
Loan & Inventory -48.6 135.6 124.7 72.4 21.5 

TOTAL -45.0 200.0 304.4 241.2 173.5 

ASCS/PAD/1-9-79 
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TABLE IV: RICE SuEEl~-Demand Estimates and Prices 
30% ReHuired.Set:-~side 65,000'\AC. 

No t.:and D1Vers1on Progtam 
Item 1977 1978 1979 .. 

FAVORABLE: liKELY UNFAVORABLE 

Acreage (1,000 A) WEATHER MID-RANGE WEATHER .. 
Allotment II 1,800 1,800 .1,800 
S-A (Reg.) II 512 
Land Div. II 

Planted II 2,261 3,080 2,635 
H~rvested 

... 
2,249 3,059 2 ,625" 

Yield/Harv. ( 1 b. ) 4,412 4,505 4,844 4,640 4,436 
Program Yield 4,620 4,613 4,595 

Carryin (mil.cwt.) 40.5 27.4 54.2 
Production II 99.2 137. 8. 127.2 121 .8 116.4 
Supply II 139.8 165.2 181 .4 176.0 170.6 

Domestic Use 11 37.6 44.0 48.5 46.5 44.5 
Exports II 12.8 67.0 61.2 70.4 76.5 

Total II 110.4 111.0 109.7 116.9 121.0 

Carryout II 27.4 54.2 71.7 59.1 49.6 1-' 
iiS FREE II 16.4 25.0 30.0 25.0 Z0.4 

CCC-Owned II 11.0 21.2 33.7 26.1 21.2 
Producer-Owned 8.0 8.0 8.0 8.0 

Prices {$/Cwt) 

Target Price 8.25 8.53 ,~~ •. QS'' 
Loan Rate 6.19 6.40 c..6. zg) 
Farm Price 9.43 7.50 6.50 li"2."5\ 7.50 L.,.._.-'t--~ .~) 

(Mi 1. $) 
~~- ..... -·-"···: ...._ 

Va 1 ue of Prod. 935.~ 1 ;o33. 5\ 826.8 852.6 873.0 

Outla~s (Mi 1. $) 
Deficiency Payments 56.8 172.0 161.1 121 .8 
Diversion Payments -Di.saster Payments 3.6 .8 .9 .. 9 3.8 
Storage P~yments 6.:8 (5.8 6.8 6.8 
Loan & Inventory -48.6 135.6 106.3 54.7 21.5 

TOTAL -45.0 200.0 286.0 223.5 153.9 

ASCS/PAD/1;;,'9-79 
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Acreage (1,000 A.) 
Allotment l_l 

. S-A (Reg.) 11 

Liind Diy. 11 

Planted 11 

Harvested 11 

Yield/Hatv.(lb.) 
Program Vi el d 

Carryin (mil. cwt .. ) 
Production 11 

Supply 11 

Domestic Use 11 

Exports 11 

Total 11 

Carryout 11 

FREE II 

ctc.:.owned II 

Producer-Owned 

!'rices ($/Cwt.) 

TABLE V: 

1,800 

2,261 
2-,249 

4,412 
4,620 

40~5 
99.2 

139.8 

37.6 
72.8 

110.4 

27.4 
16.4 
11 0 0 

Target Price 8.25 
Loan Rate 6.19 
Farm Price 9.43 

Value of Prod. (Mil.$) 935.5 

Outlays (Mil. $) 
Deficiency Payments 
Diversion Payments 
Disaster Payments 3.6 
Storage Payments 
~oan & Inventory -48.6 
~~TOTAL -45.0 

RICE 

1,800 

3,080 
3,059 

4,505 
4,613 

27.4 
137.8 
165.2 

44.0 
67.0 

111.0 

54.2 
25.0 
21.2 
8.0 

8.53 
6.40 
7.50 

. //·- ·-··~ ., 
t;J)~3,. 9", ~ 

56.8 

.8 
6.8 

135.6 
200.0 

-Demand Estimates and P_r-tces 

FAVORABLE 
WEATHER 

4,881 

122.0 
176.2 

48.5 
61.2 

109.7 

66.5 
28.0 
30.5 
8.0 

6.75 

823.~ 

172.0 
27 01 

.9 
6.8 

84.6 
291.4 

30% Required Set-Aside 65,000 Acres 
30% Land Diversion Pro rii!lll25,000A. 

9 
--LIKELY 

MID-RANGE 
1,800 

512 
253 

2,510 
2,500 

4,675 
4,595 

54.2 
1 Hi.9 
171 0 1 

4,6_,0 ··. L 

70.4 
,_li6!4' 

154.]-;. 
2'-5~6 
~41:_7; 

8.0 

9.05 
6.79 
7.25 

847.5 

141.4 
27.1 

.9 
6._8 

. 24 0 9 ) ; ·/ '.' 
2o1: r 

UNFAVORABLE 
WEATHER •. 

4,469 

111.7 
165.9 

44.5 
76.5 

121 0 0 

44.9 
15.9 
21.2 
8.0 

8.00 

893.6 

82.5 
27 01 
3.8 
6.8 

21.5 
141_ 0 7 

.. 
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1v~ERB~S ,P:a:;tri:c-i:'a. Gc:ttnPb~ll :Hea:r:st wa·s convic.ted in the United ;s:.ta·te:s 
.l;:;o .. i1stli::4ctciCourt':'Eqr ":the N6.:tth$rn. District. of California .em ·'an iniiic~ent 

(No. ~eR.;:7:4-'3'6''L}) :·cp,a·rging violaticm .. of Sect.io.ns 2113 (a) and (b) and 
924 ("cJ';Cl) 1 ?'l',i•:€'l·e .:!"8,, Un:±t:ed ·:.states ~Code, and on S~pterilber t.w~nt,y..::fourth, 
1976 .was ·sen-t'enced .. to "'Seven years' imp:r::tsoru:nent; arid 

WHEREAS the :afo·resaid .conviction was affirmed on appeal; and 

WHE:RE:AS {th.e ,;;s.,aid :Patr.ic.ia · Cartrpbell..Hearst has served approxima:tel:y 
twen:try~t:n.ree ill.Ortths of the aforesaid sentence; and 

WHEREAS the said Pii'tr1.cia Ca:inpb€!11 Hearst is c:brif.i..ned in the Fede?~l 
co:rr·e·c·tional :r:nstit.ution, P leasant.on, California, . and will not ·.bec0rri.e ·. 
eligible for .. p.ar,ole 1,1ntil. J:uly ~·eJ,;ev:enth, .1979 1 and will be eligible .. for 

· rele.~rs·e .,.·there·.t·rom · with credit · .. for ·statutory . good time on May ·eighth, 
19 .. 82; :ah.d 

... wr,N~l't3$A:S ··the '"S?i:d ·Pat·ricia C~pbel1 ·Hearst. was convicted in 'the 
S1,lpe.J::"ipr Cou:r:t of .:t:.he ,State. of .. Ceilifornia for .the. Count~:Y .qf Lo.s .. An,geJes 
. .on ;·.'a:n ··iri:'forima tiOn cha:t:ging violation of Penal Code Sections 21Land 
.:-2.45 (<a) ~-'9-iid -~on ·:~Mc~:Y .:·~n-ip ~h 1 .. 1:917 .. ,.~'las · placed · on five years ' proba::tion; .•an¢1 

··WHE·:t{EAS . eft ·;q§§e·a·rs ·:~h~·t <the' -~rids of justice do not ··requ;iire t::lig,,t ··J:ru.a 
afqreE;aid' Fe,de~.al s~ntence of s~ven years' ·imprisonment pe Se:tved i;n .... 
i:t;:s. $ht;j:::rety; ·.-a·rt'd · · · 

.:wHERE:AS it ·a:ppea~s that .a commutat:Lon of tbe aforesaid ·Federal . 
. prison ·s.enten¢_e :to two ye,ars, ·fo:tlr .months and ten· days' imp;r.:j.soru,ru:mt 
would cause ·the sentence to expire full term on July · twertty...;.:f:j.rst,. 
1979, apO. .:wo1.1,l.d ''esj~,a:J;:>l·is:h t:.ne •mandatory release date of the ·,said · 
Patricia campbe.ll ''Hea·rst on''.February. first, 1979: 

.-·:. ,_·-·.- ;·:. 
,'· 

.NOW, ·'THER$FO.~, .:BE IT 'KNOWN, that· I, Jimmy Carter, .. P:teside:rjt .• of"•,the .· 
United: ·st-a:tes; ot :"'Anterica, -in consideration of the premise·s, di;.ver.s' 0ther. 

~." ·. 

-,· -. 

.. :;.'.;;-

. god'd .. a,nd s'llff.icj,;~pt .·r~?sofis me there.unto moving, do hereby: qqmmu:te. ,j:he · 
.afores·aid :··Fe'dera:l~;;pr..i'son "··s.entence to ,two years, four mon.ths ·and ten days 1 

impri·sonmertt-~;.'i+BJ.On, ·'·:t.he con(l],:t;::i,.on · t;b:q.t ·the said Pa:tricia Ga:t:npbell .Hearst · · · : · .· 
shall ;not 1:eave .. ,!:t;fue -.iiniits of .:.the Continental United States without . . 
permission of the Attorney General or his designee, shall not violate : ·: · 
any. crimip:al la-w ·nor /associate wiph p~e::t;sons engaged in c:timin~l ·a_ct,iyi:ty, 
shall· not sa:ssociate ·;with ·:persc:ms: who· have a criminal record, sl;l~:Ll ··pot .~ .. ·. 
hav;.e .~fd:rea.rms '(or -;dthe:r .da'p:g(3ro.us weapons) in her po.ssession, -'sha;;ll :. 
·submi.t :to ;such ·~~·1:;1:perviz$,.iOn-·as t.he Attorney General or his des,ignee · · 

. may ·:qe-termine :to )be <a.pprop:tiate and'sh?il obtain·· his approval ·• f<Jr ·•the .· · 
modif&:cat:hon ~or lit~l1mi;n:ation c:)f ;:.any of tbe foregoing conditions i ,,\;in:ich, 
unle~ss :sooner t:errninated by the Attorney General, shall r~ain in · 
effect ·;::~or on.e ·year .from ,the ·aa:t.e hereo.f 1 and if any of the afdresaid 
co.ndi:trions. is "·not· f.ulfilled, this con:unutation may be voided in its 

· entb:e.ty ::and ... t.~.e ,said .:P.at:r:i,.c.ia :.Campb~ll .Hearst shall be recornm,it::t,eq 
under. t-he:~;:or,.i;g,·in:a·l· j)udgment· .of (·conviction .to a penal institu:ti:on . 
de$:ifgn•at:e-a ;;I?·Y .. the<('A.ttorney >General ·and ':remain until the .sentence .of. . ·· · 
seven '3:':aa-rs' "'iznpriscpnment ·imposed in the: Northern District of ea:lifornia 

\<"' 

-.- ,., 



.. 
' :-.... --

· on·Sepi:;effib<::r ··tw:en:ty-four·th, .1976, ;shall haye ·been served by ·her .in 
.acCor:.dane:e ··wi:th :;I"aw or until she is otherwise. :rr.el~a.sed in accordance 
with .l,aw. 

'IN T~ST,J:MON:Y ··\>lHHREOF ·I have· hereunto signed ·my name and ca~s.'.e.d the 
"'

7s,eal :of the ·D~pa~x:·tment of J\lstice. to be af:fixed. ·· 

DONE at the City df Wa$hington this 

day of 

in the year of our Lord One Thousand 

Nine ijundred and Severrl;:y..,.nin·e 

·and the Independence ofthe United 

.. , -



THE WHITE HOUSE 

WASHINGTON 

1/29/79 

Bob Lipshutz 
Jody Powell 

The a.ttached was returned in 
the-President's outbox today 
and is forwarded to you for 
your information. The signed 
original has been given to 
Bob Linder for appropriate 
handling. 

Rick Hutcheson 

cc: Bob Linder 
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THE WHITE HOUSE 

WASHINGTON 

January 27, 197'9 

MEMORANDUM FOR THE PRESIDENT+ 

FROM: BOB. LIPSHUTZ ~ 
PATRICK APODA · 

RE: Executive Cleme cy for Patricia C. Hearst 

Following . an ex.tensi ve review of the case, the Deputy 
Attorney General has formally submitted his reconunendation 
.to you concerning the above matter. (Tab A}. Patricia 
Hearst, 24, has applied for a commutation of a seven-year 
sentence imposed following her federal conviction on March 
20, 1976,of armed robbery and the use of a firearm to conunit 
a felony. These crimes s,tem from her widely publicized 
participation in 1974 in a San Francisco bank robbery with 
members of a terrorist group styling themselves as the 
Symbionese Liberation Army (SLA} • 

Her sentence will expire on March 10, 1984,and she would be 
mandatorily released in May, 19:8'2. Further, she will become 
elig,ible for parole on July 11, 1979. With the exception of 
the period from November., 1976, to May, 19'78, (when she wa·s 
released on appeal bond} , she has been under continuous 
custody since her apprehension in September, 197'5,ana has 
served approximately 23 months of her sentence. 

BACKGROUND OF CASE 

In February, 1974, petitioner, then a 19 year old college 
student, was kidnapped at gunpoint from her .Berkeley, 
California, apartment by members of the SLA. At her tr.ial, 
petitioner explained the violent kidnapping and the ensuing 
two-month captivity, described in the. Justice report as an 
"emotional ordeal characteriz-ed by brutal treatment which 
was humiliating, degrading and physically painful." 



- 2 -

Her kidnappers slugged her in the cheek with a gun butt, 
blindfolded her, threw her in the trunk of an automobile and 
took her to an unknown place where she was imprisoned in a 
small closet for about eight weeks. For the first few days 
of her captivity she was extensively interrogated and was 
not given first aid for her painfully swollen cheek. She 
was told that the SLA recently murdered the superintendent 
of Oakland Schools, and that her fate would be the same if 
she gave her captors provocation. She was later moved in a 
garbage can to a different location and again placed in a 
closet. She testified of two instances of rape ·and one of 
sexual abuse. The threat of death was· cons.tant]!y reiterated 
and she was repeatedly told her parents had abandoned her. 
In April, 19'7 4, she was finally released from the cl•oset but 
told she would participate in a bank robbery or would be· 
killed. Petitioner also testified that after the robbery she 
believed the FBI might kill her and that if she attempted to 
contact her parent•s she would be killed or her family 
seriously harmed. The petitioner's testimony is the only 
account of her captivity, but .according to the Justice 
report there is no reason to doubt its truthfulness. 

Approximately two months after her kidnapping, in a taped 
message, she repudiated her former life style and said she 
was determined to 11 stay and fight" beside her captors. The 
San Francisco bank robbery followed soon after and, in 
another SLA taped communique, petitioner acknowledged that 
as a member of the group she· had willingly participated in 
the bank robbery for terrorist purposes. 

Prior to her participation in this bank robbery, she had no 
criminal record. Follow.ing this event and up until the time 
of her apprehension, she admits involvement in a series of 
criminal activities with other SLA members. In May, 1974., she 
was involved with vHlliam and Emily Harris (two of her 
kidnappers) in a robbery of a sporting goods store in Lo:s 
Angeles and a kidnapping and car theft committed with them 
during the ensuing f'lig,ht. In a s·tate court prosectuion she 
pleaded guilty to assault with a deadly weapon and robbery 
and was sentenced to five years probation by the Los Ang.eles 
County Sl.!lperior Court. After her apprehension she cooperated 
fully with the authori tie.s in their investigation of the SLA; 
shefreely admitted to law enforcement officials her involve
ment in other .SLA offense.s for which she wa•s not prosecuted. 
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Following a two-month jury trial in early 1..976 in .the United 
States District Court for the Northern District of California, 
she was found guilty and sentenced in September, 1976, after 
undergoing a court ord.ered observation.. After two unsuccess
ful motions for a new trial, petitioner's. appeal to the U.S. 
Court of Appeals for the Ninth Circuit was considered and 
rejected. The S:uprei:ne Court subse·quently denied her petition 
for a writ of certiorari. Following the exhaustion of appellate 
remedies, her attorney unsucces:sfully sought a motion from 
the court to vacate her sentence, or to reduce it. 

MERITS OF THE CASE AND .RECOMMENDATIONS 

Patricia Hearst's petition submits that the state of our law 
is not equipped to deal with the unusual circumstances of 
this case and~ that executive clemency is justified because 
11 there has. in substance 'been a miscarriage of justice. 11 The 
Deputy Attorney General believes, and. we agree, that her 
trial was fair and that bhere has been no miscarriage of 
jus.tice. Nevertheless, several unique features of this case 
do justify clemency. 

The only issue of fact .at petitioner's trial was whether she 
had the requisite intent to commit the crime. She.alleged 
that she did not intend to participate but did so only under 
the threat of bodily harm. The fac·ts relied! upon as a 
duress defense, although rejected by the jury in det.ermining 
her guilt, provide a strong argument for leniency. These 
include her kidnapping, subsequent captivity and abusive 
treatment by the SLA and psychiatric testimony concerning 
her mental conditioR during her a•s:sociation with the SLA .. 

The record contains very extensive, but conflicting psychiatric 
evaluations of petitioner's state of mind throughout her 
episode. There is expert testimony that she was a victim of 

· coercive persua•sion or "brainwashing". On the other hand., 
government psychiatrists testified that in their opinion she 
had voluntarily committed the bank robbery. Without in any 
way impeaching the jury's determination, the Deputy Attorney 
General cites as a principal reason for his clemency recom
mendation, "that it is the consensus of all of those most 
fai:ni.liar with this case tha.t but for the extraordinary 
criminal and·degr.ading experiences that petitioner suffered 
as a victim of the SLA she would not have become a partici
pant in the criminal .acts for which she stands convicted and 
sentenced and would not have suffered the punishment and 
other conseauen.ces she ·has endured. 11 
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In additi0n, the Justice report also cites other substantial 
reasons for ,a clemency rec.ommendation, with which we agree: 
(1) The petitioner needs no further rehabilitation, and it 
is the consensus of all involved in her proceedings and 
confinement that she is no risk to the commlinity and that, 
on the contrary, she w.i 11 be a law abiding citizen. { 2) 
She has cooperated with federal and state law enforcement 
authorities in providing much useful information about the 
SLA, despite the personal risk to her. (3) Prosecutive and 
law enforcement officers most f-amiliar with her case have 
strongly recommended that her sentence be commuted and that 
she be relea-sed. (4) She has already been punished sub
stantially by serving almost two years of incarceration and 
her. release will not end the suffering she will exper.ience 
from the invasions of her privacy and the sensational and 
embarrassing commercial exploitation of her experiences. 

Finally, it -should be pointed out that Patricia Hearst --the 
kidnap victim of the SLA -- is the only individual serving a 
fede!ral sentence for an SLA crime.. Emily and William Harris 
are presently serving. sentences impos.ed ·by county courts for 
crimes related to the kidnapping of Patricia Hearst and the 
1976 robbery of the sporting good-s store in Los Angeles. 
The Harriseswill become eligible for parole in 1980 and, 
while not likely, it is possible. that they would be released 
while their kidnap victim is s'till in prison. 

·OPTIONS 

1. Deny any clemency. Petitioner would be eligible 
for parole on 2July 11, 1979, and likely to be released on 
or about that date. we and Justice do not recommend. 

APPROVE DISAPPROVE ------- -------
2. Commute petitioner's sentence to approximately 1/3 

of the original 7-year sentence, which would effect her im
media t.e release. By commuting the 7 -year sentence to 2 years, 
4 months and 10 days it would expire in Jqly, 1979; and she 
would be released on February 1, 1979, because of good time 
al.lowance earned. We and Justice recommend this option. 

DISAPPROVE -------
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3. :Assuming you elect to commute her sentence, 
the final question to he ·resolved is whether or not her 
releas.e should be subj:ect to. "parole-like conditions". 
Although Justic.e does not discuss any of its reasons 
for recommending such conditions, the Deputy Attorney 
General does recommend that.they be applicable to this 
case. 

On the other hand, we recommend that the commutation not 
be subject to such conditions for the following reasons, 
all of which are stated in the conclusions of the Justice 
Department to its recomm·endation of clemency: (1) Petitioner 
needs no further rehabilitation; (2) she. is no risk to the 
community and, on the contrary, will be a law abiding . 
citizen; and (3) petitioner has been punished substantially • • • 
and her release will not end the suffering she will experience 
from the invasion of her privacy and the sensational and 
embarrassing commercial exploitation of· her·experiences. 

APPROVE "parole-like 
conditions" 

(Jastice recommends) 
(Sign Warrant, Tab B) 

APPROVE (commute with-
aut such conditions) 

(Lipshutz/Apodaca. 
recommend) 

'(Sign Warrant, Tab C) 
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