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THE WHITE HOUSE 

WASHINGTON 

Mr. Presid~nt: 

The reorganization recommen
dations were not staffed out 
in the usual way, at the 
request of the reorganiza
tion group. Rather, comments 
from the senior staff are 
compiled and included among 
the attached reports. 

Rick 
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THE WHITE HO U SE 

WAS HIN G T ON 

.MR. PRESIDENT: 

Mcintyre says that today's reorganization meeting 
was to be attended by the following: 

Reorganization Executive Committee 

"some OMB personnel" Mcintyre 
A.D. Frazier 
Harrison 

"some White HOuse staff" Jordan 
Powell 
Eisenstat 
Moore 
Lipshutz 
Watson 

Vice President 
Bert Lance 
Charlie Schultze 
Alan Campbell 
Dick Pettigrew 

This is fourteen people. Is there anyone you want 
to dis-invite? Do you want me to restrict attendance to 
this number? 

TK 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON . D .C. 20503 

June 29, 1977 

r~MORANDUM FOR THE PRESIDENT 

Subject: Executive Office Reorganization and White House 
Office Staffing Levels 

I transmit two reports for your review: (1) Reorganization 
of the Executive Office of the President, and (2) White House 
Office Staffing Levels. This memorandum summarizes the 
findings and recommendations of each report and proposes next 
steps for your further review and implementation. 

Reorganization of the EOP 

1. Overall EOP Structure 

The team finds that a number of functions within 
EOP do not bear a close relationship to the President's work 
and do not require an EOP home for their effective perform
ance. Many of these activities are in offices that handle 
specialized policy areas. To streamline the Executive 
Office and concentrate its work on Presidential priorities, 
the team presents three organizational options. 

Option 1 

Modify current structure; eliminate inactive units 
and Office of Telecommunications Policy; concentrate 
on removing non-essential functions from the rest. 
(13 EOP units would remain, compared to 18 on 
January 2 0. ) 

Option II 

Eliminate most separate specialized staffs that deal 
with limited areas of policy; i.e., those removed in 
Option I plus Council on Environmental Quality, 
Council on Wage and Price Stability, and Office of 
Drug Abuse Policy. Under this approach, there would 

Electrostatie Copy Made 
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be ten separate EOP staff units: White House Office, 
Office of the Vice President, three policy management 
units (Office of Management and Budget, National 
Security Council, a renamed Domestic Council), two 
specialized advisory units (Council of Economic Ad
visers, Office of Science and Technology Policy), 
Office of the Special Representative for Trade 
Negotiations, Intelligence Oversight Board, and a 
Central Administrative Unit. 

Option III 

Eliminate all specialized units and create a central 
EOP policy staff incorporating NSC, DC, CEA, OSTP 
and Economic Policy Group to manage decision processes 
and provide economic and other expertise. Under this 
approach, there would be six EOP units. 

The study team recommends the second approach. This 
would limit specialized advocacy within EOP, and reduce 
full-time permanent EOP positions from 1,712 to approx
imately 1,413. 

In each case the team recommends the establishment of 
a central administrative unit in which to consolidate ad
ministrative services currently dispersed throughout the 
EOP. 

Background data on the Council on Environmental Quality, 
the Office of Drug Abuse Policy and the Office of Tele
communications Policy is included in a separate volume. 
Disposition of these three units may generate controversy. 

2. Policy Process Management 

The team finds that although the President is well 
served by many outstanding staff aides, there are limita
tions in how the overall policymaking system works to 
support the President on specific issues. These problems 
relate to the range of choices provided, the quality of 
staffing, the timeliness of information, and the way in 
which advice is sought and received from Presidential ad
visers. To strengthen the decision process, the team 
recommends: 

a. Establishing Process Rules and Institutions, by 

1) Instituting a PRM process for domestic 
and economic issues; 
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2) Creating an Executive Committee of Presi
dential Advisers to set priorities among 
issues and oversee their staffing; 

3) Assigning the Assistant to the President 
(Political Coordination) a more explicit 
responsibility for coordinating political 
input to policy issues; 

4) Sharing of Presidential decision memoranda 
on policy issues with Cabinet and EOP 
advisers most affected; 

5) Consolidating the two White House paper 
circulation systems, and including the 
OMB Director and the CEA Chairman in the 
White House circulation list. 

6) Building a capacity to review the decision
making process periodically. 

b. Making process management on domestic and econ
omic issues the explicit and primary responsi
bility of the current Assistant for Domestic 
Affairs and Policy. 

c. Merging the Domestic Council and Economic 
Policy Group staffs under the Domestic Adviser, 
with the combined unit renamed Policy Support 
Staff. 

These recommendations and supporting documentation are pre
sented in full in the study team's Decision Analysis Report, 
which is also transmitted for your reference. 

White House Staffing Levels 

The study team concludes that substantial staff reduction 
is both feasible and desirable. Current policy/political 
staff can be reduced by 30 percent below the Ford Adminis
tration level of 250; comparable reductions in other White 
House staffing are possible if the team's proposal to 
centralize EOP administrative services is adopted. 



Next Steps 

We are scheduled to meet with you during the morning 
of July 7th to further explain these recommendations and 
answer questions. Pending your approval, we will 

1. Develop detailed implementation plans. 

2. Work with current EOP managers to accomplish 
these improvements. 

3. Assist in developing materials to explain those 
actions to the press and public. 

4 

4. Draft instruments such as revised Executive Orders 
and Congressional 

BERT LKNCE 
Director 



XHE l'R.ESIDEN T HAS SEE~ .. 

EOP Reorganization 

Major Decisions (Assuming Option 3 is not chosen) 

I EOP Reorganization to be Accomplished by Reorganization Plan 

A. CEQ Move to Interior? What will be the organiza
tional and reporting relationships to the 
Secretary of the Interior? 

B. OFPP - Shall legal entity be abolished and functions 
transferred primarily to OMB? 

c. COWPS - If COWPS is to be retained, should it report 
to Chairman of CEA? 

D. ODAP - To be abolished? (President could establish 
WH position for adviser). 

E. OTP Abolished? Functions transferred predomin
ately to Commerce? 

F. Domestic Council Abolish? (Staff would be redes
ignated Policy Support Staff. 

G. OSTP - Abolish 3 Advisory Committees? 

II Other EOP Reorganization Decisions 

A. Central Administrative Unit 
unit reporting to President? 

Is this to be separate 

B. Should recommended policy process management procedures 
and responsibilities be adopted? Who should insure 
implementation? 

C. What is disposition of EPG? 

III Staff Reductions/Increases 

A. EOP Units 

1. CEA - Reduce microeconomics staff. 
2. STR- Reduce staff by 4 (from actual). 
3. IOB - Increase staff 3-4 people. 
4. NSC - Reduce 8 from actual. 
5. VP - Reduce 3 administrative personnel. 
6. OMP - Reduce 40 (from actual) administrative personnel 



B. White House Staff Reductions 

1. Any variations to recommendations? 

c. Implementation Responsibility 

1. By whom? 
2. By what date? 



THE WHITE HOUSE 

WASHINGTON 

Mr. President: 

Jim King's response to your 
question is attached. 

We have held the documents 
you signed, so you still have 
the option not to designate 
her as Ambassador if you so 
choose. 

Rick 



THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

JAMES B. KING ! ) 7S t. 
Ambassadorial Rank for Jean Wilkowski as 
U.S. Coordinator for U.N. Conference on 
Science and Technology 

1. Designation of rank of Ambassador is endorsed by 
Secretary Vance, Deputy Secretary Christopher and 
Dr. Frank Press. 

2. Father Theodore Hesburgh will serve as Chairman of 
the u.s. delegation and will have the rank of Ambassador. 
Except in special circumstances, however, he will serve 
only to open and close ceremonies and as a pre-conference 
advisor. Ambassador Wilkowski will chair during the 
remainder of the period. 

3. Her counterparts in preparing for and executing the 
Conference will be of Ambassadorial or equivalent rank. 

a) Domestic - Coordinating a conference of this size 
and importance will necessitate frequent interaction 
with Assistant Secretaries in the bureaucracy, key 
members of Congress, Chief executive officers of 
multinational corporations, etc. 

b) Foreign - The Secretary General of the Conference, 
other ranking U.N. officials, and Coordinators 
of other delegations will be of Ambassadorial rank. 

4. The rank will be a clear signal of the importance this 
Administration places on the Conference and Ms. Wilkowski 
personally: 

a) The status conveyed by such rank would reassure 
both skeptical multinational corporation executives 
and foreign governments of the seriousness we 
attach to the Conference. 



Page two 

b) As a former Ambassador, she already has the 
right to be addressed Ambassador Wilkowski. 
Not giving her this rank as Coordinator could 
suggest a lessening in her personal status as 
viewed by a new Administration. 

RECOMMENDATION 

/Agree ---
Disagree 



Jim King 

THE WHITE HOUSE 

WASHINGTON 

June 25, 1977 

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

Rick Hutcheson 

Re: Presidential Rank for 
Jean M. Wilkowski 

NOTE: I will hold until Pres. 
signs off on your response. 



THE PRESII:.E.NT HAS SEEN. 

THE WHITE HOUSE 

WASHINGTON 

June 24, 1977 

MEMORANDUM FOR: THE PRESIDENT 

JAMES B. KING~ 
Presidential Rank 

FROM: 

SUBJECT: 

Attached for your signature is the nomination document 
for Jean M. Wilkowski, of Florida, a Foreign Service 
Officer of Class one, for the rank of Ambassador while 
serving as Coordinator of United States Preparations R 
for the United Nations Conference on Science and Tech- \ 
nology for Development. 

Also attached is a letter according Miss Wilkowski 
the rank of Ambassador upon her confirmation by the 
Senate. 

All necessary checks have been completed. 

TWO SIGNATURES REQUESTED 

ElectrottatiO Copy M8de 
for Pre~ervatlon P\l'poeel 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

The Vice President 
Stu Eizenstat 
Frank Moore 
Jack Watson 
Z. Brzezinski 
Jim Schlesinger 
Bob Strauss 

Re: GSP and OPEC 

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

Rick Hutcheson 
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THE WHITE HOUSE 

WASHINGTON 

MONDALE 
COSTANZA 
EIZENSTAT 
JORDAN 
LIPSHUTZ 
MOORE 
POWELL 
WATSON 

FOR STAFFING 
FOR INFORMATION 
FROM PRESIDENT'S OUTBOX 
LOG IN/TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 

ARAGON 
BOURNE 

HOYT 
HUTCHESON 
JAGODA 
KING VOORDE 



THE WHITE HOUSE 

WASHINGTON 

THE PRESID~'lT P...AS SEE~~, 

MR. PRES I DENT: 

Re: GSP-OPEC Hearings 

{!_ 
/ 

I thought you would like to know that, 
following up on your instructions, 
Ambassador Strauss has already been 
in touch with Senator Ribicoff and 
Congressman Vanik and the hearings 
have been postponed. The Ambassador 
was in Brussels when he made the calls. 

Stu Eizenstat 

11 Jul 77 
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THE ~RESIDElfT li<\S SE"""N .c. • 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 8, 1977 

THE PRESIDENT 

STU EIZENSTAT ~_1 
BOB GINSBURG ~ 
GSP and OPEC 

Pending Congressional Hearings 

Congressional hearings are scheduled for July 14 and 15 
and Administration witnesses have been asked to testify 
on (a) Senator Bentsen's bill which would give the 
President authority to designate for GSP all OPEC 
countries which did not participate in the embargo and 
(b) Representative Vanik's bill which would permit 
Presidential designation for GSP of Western Hemisphere 
OPEC countries. We have met with State, NSC, Treasury, 
STR, the Vice President's office, and Dr. Schlesinger's 
office to discuss the appropriate legislative strategy. 

Administration Position 

We understand that in your discussions with President 
Perez you indicated your interest in pursuing the Mondale 
Option (but without setting out any details or obligating 
yourself to any particular timetable) and that the 
President expressed appreciation for your willingness 
to take the initiative on this issue. In deciding upon 
the Mondale Option, we assume you have rejected the 
approaches taken by the Bentsen and Vanik bills. (Neither 
we nor any of the agencies believes the Administration 
should support these bills -- either because of their 
domestic political cost or because their discriminatory 
nature would undercut our overall foreign policy objectives.) 

Recommended Strategy 

The agencies and we unanimously recommend that the 
Administration seek postponement of the Congressional 
hearings: 

Electrostatic Copy Made 
for Preservation Purposes 
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1. We have a lot of work to do in fleshing out the 
details of the Mondale Option. For example, the 
meaning the Administration intends to give to 
the requirement of "moderate" supply and price 
policies will be crucial to acceptance of the 
Mondale Option by our friends in OPEC and by 
Congress. 

2. As we noted in our earlier memorandum, any public 
announcement of the Mondale Option should be 
preceded by careful consultation with our friends 
in OPEC and Congressional leaders such as Chairmen 
Long and Ullman. It may be that the Mondale for
mulation simply will not be acceptable to Venezuela 
or other OPEC countries or that it would provoke 
the kind of adverse reaction in Congress which 
might endanger GSP as a whole or other provisions 
of the Trade Act. In either case, we might well 
choose not to go forward. We have not yet begun 
these consultations and they would take a period 
of weeks. 

3. Dr. Schlesinger's office believes that public 
announcement of the Mondale Option could adversely 
affect passage of the domestic energy program. 
They would prefer that announcement of any initiative 
on the GSP-OPEC issue wait at least until the energy 
program has passed the House (probably by September) 
and, ideally, until it has also passed the Senate. 

4. It would seem extremely inopportune to announce an 
initiative which would benefit some of the Arab 
countries several days before the arrival of Prime 
Minister Begin. 

5. If Administration witnesses testify and oppose the 
Bentsen and Vanik bills without offering any alter
natives, we could be subjected to severe criticism 
from the countries that hope to benefit from these 
bills and possibly charges of bad faith by Venezuela. 

We recommend that the Vice President and Ambassador Strauss 
talk with Senator Bentsen, Senator Ribicoff (Chairman of 
the Trade Subcommittee), and Representative Vanik as soon 
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as possible, laying out on a confidential basis the 
details of the Mondale Option and explaining our need 
for delay in order to further develop and explore the 
Option. If that is agreeable to the Senators and 
Representative, we would expect that the hearings would 
not be convened until September or later. In the mean
time, unless you direct otherwise, we would proceed to 
work out the details of the Mondale Option and explore 
it further in Congress and with the OPEC countries. 

Modify as follows: 

ElectrostatiC Copy Made 
for Pr.-rvation Purposes 



THE WHITE HOUSE 

WASHINGTON 

June 25, 1977 

Nr. President: 

1. Attached is the memorandum you requested assessing the 
Vice President's option (3) on the GSP-OPEC issue. 

2. I would like to add that although you did not ask us to 
assess the Vice Presid~nt's option (2), the Western 
Hemisphere waiver, there is some sentiment (e.g., 
Ambassador Strauss) that domestically this might be -cne 
easiest to sell to Congress, and would further our Latin 
American policy as well as directly benefit Venezuela 
and Ecuador. Other agencies (e.g., State and probably 
Treasury) oppose this approach as being discriminatory and 
undercutting our overall foreign policy objectives. I will 
not explore this option further unless you so direct. 

3. Zbig feels that the best way to handle the situation for 
the visit is to issue a public statement which would simply 
say that "President Carter agreed to seek arrangements 
which would permit him to waive theOPEC exclusion on GSI> 
for Venezuela." 

.This would provoke press inquiries and if we go fonvard 
with it we should be prepared to discuss our overall 
approach to GSP a.nd OPEC. The potential adverse domestic 
reaction and its consequent potential impact on our energy 
package should be reviewed hy Dr. Schlesinger and Fr~nk. 

~ Stu Eizenstat 

.. ··-------- ---------~- ..... ~, .. --~--.,., .. ...__, .. .,.~~-_,._.--,--· --..-.-
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THE WHITE HOUSE 

WASHINGTON 

June 25, 1977 

fo-:J ;.,1 f1f-1· f 
THE PRESIDENT /~-
STU EIZENSTAT ~ 
BOB GINSBURG 

GSP and OPEC 
(Prepared at your request) 

You have asked us to assess option (3) suggested by Vice 
President Mondale in his memorandum on the GSP-OPEC issue, 
unde~ which the Administration would seek an amendment. of 
the Trade Act to provide t he President with the flexibility 
to waive the. OPEC exclusion on a country by coun-try basis 
under prescribed conditions. Each waiver decision by the 
President would be based on his assessment of the U.S. 
national economic interest, with particular reference-to 
moderate supply and p r ice policies f or oi l by the d e signated 
c o untry.* vle have c o nsul t e d \vith State, STR, NSC, Treas ury, 
and t he·office o f the Vice Pr esident i n connection with the 
p r epara tion o f this memor andmn. 

THE MONDALE OPTION 

1. Statutory La nguage and Congress i onal Te stimon y. 

(a} The Trade Act wou ld b e amended to provid e the 
President with the a uthority t o e xempt any country f rom t h e 
uoPEC excl usion" (v7hich s pecifical l y names OPEC but applies 
to all international cartels as well) if he determines it to 
be in the "national economic interest" to do so • . 

(b) Administration testimony (and Congressional report 
l~ngauge) would ciake it clear that we wete not m~rely seeking 
~ · grant of broad discretionary atithority, but rather that in 
assessing'· the national economic interest, the President 
would, as to each OPEC c_!Ountry, take .particular account of 
its present and probable future price · maderation ahd supply 

*This language slightly modifies the Vice President's reference 
· to "willingness (past and future) to offer secure access to 

p e t.roleum supplies at s table market pr1ces '1 (emphas1s added) . 
We think we have retained the thrust of th-e option while 
stati n g i t i n t erms more likely to be acceptable to those 
OPEC . coun tries wit h which we are fr i end ly . 

~ ... -·~ ·-- ·-~~·A~a;o:::p ,=> ~ · -·~-- . -----..-..,.----
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reliability for oil and the usefulness that the grant or 
withdrawal of GSP status might have in encouraging price 
moderation and supply reliability. While past embargoes 
would certainly be carefully considered in assessing future 
supply reliability, they would not necessarily be conclu~ive 
in this matter. 

(c) Administration witnesses would testify that the 
basic reason for seeking legi~lative change is our view that . 
the President ought to be able to have ~SP a~ a ~ool (~lbeit 
a modest one) for developing improved economic relations 
with those of the OPEC countries that are friendly to us. 
The Administration would not be seeking, and would not 
intend to grant, a blanket waiver but rather a country by 
country waiver based on the principle of achieving improved 
economic relations, with particular emphasis on reliable 
supply and moderate price policy for oil. 

2. Timing. If your discussions with President Perez make 
it appear \vorthwhile to pursue this Option, we would under
take a process of consultation with the Con~ressional leader
ship and our other friends in OPEC before introducing 
legislation. If Congressional or OPEC reaction indicated 
that the introduction of legislation would not further 
either the objective of modification of the OPEC exclusion 
or be·tter relations wit:h friendly OPEC nations, the Admin
istration might not go forward. In any case, because of our 
desire that this issue not complicate passage of our domestic 
energy program, careful consideration should be given to 
whether legislation should be introduced prior to Congress
ional passage of the energy program. 

3. Presentation of Option to President Perez. 

{a) You would present the Option in general terms as 
outlined in 1 and 2 above.* 

(b) In addition, you would tell President Perez that we 
appreciate Venezuela's reliability as a supplier, especially 

. during the embargo and during last winter. Speaking frankly, 
you would also observe, . however, that (i) the public and 
Congress do not readily distinguish between the embargoing 
actions of cer~ain OPEC countries and the price actions of 
OPEC as a whole and (ii) statements [su~h as the recent one 
by Venezuelan Mipister Perez Guerrero to the UN) that OPEC 
should use oil as a political weapon make any Administration 
initiative more difficult. You might inform President Perez 

*If you approve this Option, we will work with Sta~e and NSC 
to prepare detailed talking points. 

. I 
I 



t .hat even raising the issue in the modest way described 
could ~ause an adverse domestic reaction -- which you are 
willing to acc~pt if he thinks pursuit of the Opti6n is 
'!i-Torthwhile. 

(c) If President Perez thinks the Option represents a 
step forward and asks you to pursue it, you \vould indicate 
that you will begin the exploratory process described in 
item 2 above. (We are advised by NSC that, although it is 
far from certain, Presi~ent Perez' response to the Option i$ 
likely to be positive. State believes that to the e~tent 
the focus is on price moderation (rather than supply reli
ability) as a consideration in granting GSP , Perez' reaction 
is likely to be negative -- nevertheless, State thinks it is 
worth trying Perez on this and that the Option will evo~e a 
better response than that of refusing to do anything on the 
issue o) 

. (d) You would indicate that even \lith Administration 
sponsorship, legislation along the lines discussed would be 
very difficult to get through Congress and you cannot guarantee 
passage. If the legislation is passed, however, the Adminis
tration would look sympathetically on designation of Venezuela 
for GSP. 

(e) Any public statement would indicate only that the 
matter was carefully discus.sed. A more positive statement 
could , provoke adverse domestic reaction in light of our 
domestic energy prograin, the record trade deficit just 
announced for the first quarter, and the upcoming OPEC price 
meeting in July. Frank Moore would like to check with ·the 
Congressional leadership on how a positive statement might 
be received. 

4. Passage o£ the Legislation.and Subsequent Administration 
Act.ion. We are advised that legislation embracing the · 
Option probably would not be passed by Corigress. If the 
legislation were passed, the Administra-tion would proceed to 
make a de-termination as to each OPEC country in accordance 
with the statutory criteria~ Some deciisions would be fairly 
easy --e.g., grant GSP to Venezuela, Indonesia, Nigeria; 
iefuse to waive the exclusion for Libya, iraq. There would, 
however, be a broad middle group of OPEC countries requiring 
decisions'involving some domestic or foreign policy cost. 
(State and NSC will probably advise you to grant GSP to all 
or most of these countries.) 

ASS:SS~MENT OF' THE MONDALE OPTION 

1. Advantages 

The Mondale Option has the virtue of enabling you, if 
you choose, to be forthcoming with the Venezuelan President 

.I 



but in a manner which (a) does not discriminate against 
those other OPEC nations with which we want to maintain good 
relations (as would, for example, a Western Hemisphere 
option) and (b) should not provoke an unduly hostile domestic 
reaction. It would permit you to limit the foreign policy · 
cost inherent in refusing to do anything on this issue and 
the domestic policy 6ost inherent in a blanket 0aiver not 
tied ~o some economic ~riteria. As noted ear1ier, State and 
NSC believe that President Perez would probably react to the 
Option either positively or at least more favorably than to 
a refusal by you to do anything on this issue. 

2. Disadvantages and Other Considerations 

(a) GSP is, at best, a very minor bargaining tool. 
Since GSP is not worth very much (except perhaps symbolically) 
to the OPEC countries, you will not in fact be able to use 
it as a tool to secure real concessions on oil prices and 
supplies. Your decision to waive the exclusion will instead 
have to be based on improved overall economic relations with 
the countries involved and some reasonable prospect of 
reliable supply and price moderation. 

(b) The OPEC countries, including Ven~zuela, will view 
the Option less favorably than they would an unconditional 
repeal of the exclusion. 

(c) The domestic reaction to any extension of GSP to 
OPEC countries would be adverse. The labor movement is 
opposed to GSP generally. The labor movement, the Jewish 
community, and others will be particularly hostile ·to the 
extens.:lon o.f GSP to any Arab countries (see item 3 below). 

(d) You, rather than Congress, would have to bear the 
foreign policy cost of denying GSP to certain of the OPEC 
countries. Once having granted GSP to certain OPEC countries, 
you will implicitly have to decide whether or not to remove 
it after each OPEC action on prices or production levels -
when OPEC imposes inflationary price increases, your decision 
will involve .domestic cost if you do not remove GSP treatment 
and foreign policy cost if you do. · 

(e) This kind of legislation would be very susceptible 
to the attachment of additional amendments. For example, 
Congress might add a human rights requirement for GSP 
eligibility for all GSP beneficiaries. 

3. Saudi Arabia 

Since any extension of GSP to OPEC countries will involve 
some domestic cost (which the Mondale Option will reduce but 

I 
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not eliminate), you should consider any extension to a 
particular country favorably only if it advances our overall 
foreign policy objectives. State, NSC, and Treasury all 
advise, on foreign policy grounds, that we should not 
undertake this initiative if it appears that in the end 
{a ssuming the legislation passes and the Administration has 
to take action) we will grant GSP to some OPEC countries and 
deny it to Saudi Arabia. They believe that denial of GSP to 
Saudi Arabia, once the Administration has discretion, would 
constitute a . foreign policy setback sufficient to outweigh 
any benefits of extending GSP to Venezuela and other OPEC 
countries. Accordingly, if you believe ·now that you will 
not \vant to use your discretion to waive the exclusion for 
Saudi Arabia, these agencies would advise against the 
Hondale Option. 

AGENCY VIEWS AND CONCLUSION 

The Mondale Option is not the first choice of any of 
the agencies -- some would prefer that you do nothing on 
this issue and others would recorrunend a blanket waiver. 
All, however, agree that (subject to the Saudi Arabian 
caveat) if you want to take a foreign policy initiative 
here, the-Mondale Option is a reasonable and prudent 
approach. We concur. By stressing the use o f GSP as a tool 
and linking its grant to some economic gain for the U.S., 
the Mondale Option would significantly reduce what we regard 
as the unacceptable domestic cost involved in ·a blanket 
waiver. On the other hand, the Option appears to be 
sufficiently forthcoming and nondiscriminatory to advance 
your foreign policy interests. 

' 

f 
. ~ 

I 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

. The Vice President 
Bert Lance 
Stu Eizenstat * 
Frank Moore 
Jack Watson 
Jim Schlesinger 

Re: Should the Administration Propose 
Some Funding for Research at the 
Barnwell Reprocessing Facility? 

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

Rick Hutcheson 

c 

~·Copies given to you in Oval Office 
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ACTION 

MEMORANDUM FOR: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

XBE ?RESID~ri' EAS SELli. 

THE PRESIDENT 

FROM: ~¥" W. BOWMAN CUTTER/ELIOT CUTtER tJI/ 
~ Should the Administration Propose Some Funding SUBJECT: 

for Research at the Barnwell Reprocessing Facility? 

We raise this issue for your attention because (1) the Senate vote on 
Senator Hollings' proposal to add $13 million to ERDA's FY 1978 Budget 
for Barnwell activities, as adopted by the Senate Committee, is scheduled 
this Monday, July 11; (2) this vote could significantly affect the 
Administration•s non-proliferation policy; and (3) a potential compromise 
on this issue exists which you might wish to consider. 

BACKGROUND 

Authorization of additional funds for the Clinch River breeder re
actor and the Barnwell reprocessing plant are scheduled to be voted 
on by the Senate on Monday. Both votes will be very close and will 
require an all out effort by the Administration and~~ on Monday 
if we are to win them. -

Favorable authorization action in the Senate would likely be followed 
quickly by favorable appropriation action. The House is expected to 
follow suit. The international community views the U.S. actions related 
to the Barnwell plant as more closely linked to non-proliferation than 
any actions on the Clinch River plant. 

Representatives from the Office of Energy Policy and Planning, the 
Domestic Policy staff and OMB reviewed the activities proposed to be 
funded with the $13 million with Barnwell officials in South Carolina 
on Thursday. Two findings of significance were that (1) the plant owners 
freely recognize that neither they nor anyone in the private sector will 
operate the Barnwell reprocessing plant for plutonium recycle or any other 
purpose, i.e. processing for alternative fuel cycles; and that (2) the 
activities which the $13 million would fund at Barnwell do include somt 
activities consistent with our nuclear research policy, non-proliferat1on 
policy, and the International Fuel Cycle Evaluation program (IFCEP). 

Electrostatic Copy Made 
for ,.._,.lion Purposes 
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This issue should be viewed both from the perspective of the substance 
of the Administration's nuclear research and non-proliferation objectives 
and from the perspective of assuring the international community that the 
Administration continues to control the U.S. Government's non-proliferation 
policies. 

Your alternatives include: 

Alternative #1: Maintain vigorous opposition to the Hollings' amendment 
to add $13 million to ERDA's FY 1978 budget(by the Senate authorizing 
committee)for the Barnwell plant. 

This alternative is consistent with your April 7 message on nuclear 
policy which stated that "The plant at Barnwell, South Carolina, will 
receive ·neither Federal encouragement nor funding for its completion 
as a reprocessing facility" (emphasis added). If we successfully 
oppose the Hollings amendment in the Senate our overall position on 
reprocessing would be strengthened. 

If we lose in this attempt: (1) we would be compelled to continue the 
cold check-out (the procedures followed in preparation for plant startup) 
of the Barnwell plant, thus significantly weakening our policy on inter
national reprocessing plants; (2) the Administration's leadership role 
in making non-proliferation policy would be eroded, making it more 
difficult in the future to attain our non-proliferation goals both 
internationally and with Congress. 

In addition, this alternative may mean further confusion among Senators 
as between Barnwell and Clinch River, thus diffusing our efforts on 
both and lessening our chances of prevailing on Clinch River. 

Alternative #2: Seek a compromise with Congressional supporters of 
Barnwell that would eliminate the most trou~lesome activities (e.g. 
the plant check-out) to be funded by the $13 million but would provide 
for approximately $5 million for paper studies, research, and other un
objectionable activities at Barnwell for one year. This funding would 
be authorized in the form of an ERDA contract, thus placing all activities 
under direct government supervision and control. Operation of the plant 
for reprocessing would be prohibited expressly. Finally, this compromise 
would be offe~ed as a positive, Administration-supported s~bstitute for 
the Hollings provision now in the bill, with terms defined by the Adminis
tration to be consistent with our nuclear and non-proliferation policies, 
thus still providing for an Administration "win." 

This alternative is consistent with your April 7 message since 
no funds would be provided to Barnwell "for its completion as a 
reprocessing facility" (emphasis added). This alternative is also 
consistent with the position on commercial reprocessing we are 
taking abroad. 
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This alternative would clearly tie all future activities at Barnwell 
to IFCEP, which will include reviewing solvent extraction repro
cessing techniques as requested by the French government. The 
prohibition on use of the funds for operation of the plant should 
remove any doubts about this country's intentions not to proceed 
towards commercial reprocessing. 

If the compromise is accepted, the Administration will maintain its 
leadership role in making non-proliferation policy. However, since 
we have previously opposed the $13 million, this compromise could be 
interpreted as a sign of a weakening in the Administration's resolve 
to achieve its non-proliferation goals. Putting the compromise in the 
terms of a positive, Administration research effort, consistent with 
our policies, could help turn aside this interpretation. 

This compromise could lead to some adverse reaction among environmental 
groups and others who have supported our position on Barnwell and 
Clinch River. According to CEQ, they would see this compromise as 
increasing the eventual prospects for Barnwell's operation as a 
reprocessing plant. 

Your decision: 

Alternative #1: 

Alternative #2: 

Continue effort to delete the Hollings amendment 
on a ro 11 ca 11 vote . I I 

Seek a compromise which would provide 
approximately $5 million only for those 
activities related to IFCEP. 

This alternative is supported by Department of 
State, Office of Energy Policy and Planning, 
Domestic Policy Staff, National Security Council, 
and OMB. CEQ does not oppose this alternative; 
but because it believes this alternative poses 
serious risks, CEQ would favor Alternative #1 if 
your schedule permitted your personal involvement 
in the lobbying effort which would be essential 
given the closeness of the division in the Senate. 

All ag~ncies agr~e that Alternatfve #2 should be 
pursued only if an agreement can be reached 
beforehand with Senators Hollings and Kennedy. 
Otherwise all agencies recommend pursuing 
Alternative #1. rtt 





THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

Stu Eizenstat -

The attached was returned in 
the President's outbox. It is 
forwarded to you for your 
information. 

Rick Hutcheson 

Re: Domestic Policy Staff Weekly 
Status Report 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 8, 1977 

THE PRESIDENT F_I\.S SEEN. 

THE PRESIDENT 

STU EIZENSTAT 

Domestic Policy Staff Weekly 
Status Report 

EDUCATION 

Migrant Education: We have begun meetings with a coalition 
of Hispan1c organizations to discuss educational needs of 
migrant children and administration of federal education pro
grams for migrant children. 

Aid to Developing Institutions: Last week we met with repre
sentatlves of develop1ng 1nstitutions (black, Appalachian white, 
American Indian and Mexican-American college officials) to discuss 
their concerns about funding under Title III of the Higher 
Education Act of 1965. One outcome of the meeting is a closer 
working relationship between the Office of Education and these 
college officials. 

AGRICULTURE AND RURAL DEVELOPMENT 

Farm Bill: A memo is being prepared for you on this topic 
and will be forwarded late this week or early next. 

Sugar: We are working with USDA, State, and STR to assess 
the danger of a Congressional override of your recent 
decision on this topic and will be forwarding a memo to you 
early next week. 

World Hunger: We are continuing to work with NSC, OSTP, and 
Peter Bourne's shop to propose a policy initiative on this topic. 

ElectNIIfltiO Copr M8da 
for , ....... "'-'PG•• 
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Bert Lance Memo on USDA Appropriations: We are preparing 
a memorandum for you to send to Secretary Bergland asking 
for an assessment of the Department's agricultural con
servation program. It will be ready early next week. 

National Forest Timber Bidding: We have a paper on national 
forest timber bidding practices prepared by the USDA and are 
working with OMB to prepare a report to you on this topic. 

HUMAN RESOURCES 

Welfare Reform: We will meet again with HEW, Labor and 
Charlle Schultze on preparation of the welfare reform 
decision memorandum based on the work since May 2. We 
hope to have the memo to you next weekend and a meeting 
with you the following week. 

Social Security: We have worked with OMB and HEW to 
resolve the final disagreements on the social security 
draft legislation. The financing proposals as well as the 
cost reduction proposals have all been cleared for submission. 

Age Discrimination: We are circulating a memorandum from 
the Labor Department for comments by interested agencies on 
increasing the range of the age discrimination act to age 70. 
This would have the effect of voiding most mandatory retire
ment requirements in private industry and state and local 
governments. We expect to have a decision memorandum to 
you by tonight. Chairman Campbell has testified against 
mandatory retirement in the federal civil service. 

Indo-Chinese Refugees: HEW has sent a request to OMB to 
phase out the Indo-China refugee assistance program over 
three years rather than at the end of FY 1977 as proposed 
in the budget. At the same time, the State Department is 
seeking to have 15,000 additional refugees admitted to the 
country. We are working with OMB and NSC to make sure these 
two decisions are coordinated. 

HOUSING AND URBAN DEVELOPMENT 

Impact of Welfare Reform Upon Subsidized Housing: Working 
with OMB and HUD on analysis to be completed July 20. 

ElectrostatiC Copy Made 
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Federal Home Loan Bank Board: Providing substantive briefings 
and written testimony for Bob McKinney and meeting with consumer 
opponents to his nomination in order to attempt to overcome 
this opposition. At least six of fifteen Banking Committee 
Senators are undecided at present. Frank Moore is directing 
Congressional lobbying. 

Redlining: Setting up interagency task force. First meeting 
was on June 22. 

Tris Ban: Mediated solution postponed due to South Carolina 
court ruling which lifts the ban. Appeal proceedings underway. 
Vernon Weaver intends to meet with garment workers and manu
facturers to resolve economic injury questions. SBA's Vernon 
Weaver, Bill Keel and Bill Hawkes have performed exceptionally 
well on this matter. 

Indian Housing Program: Indian tribes have expressed major 
dissatisfaction with delivery aspects of this program. We 
are working with HUD, BIA, HEW, OMB, and the reorganization 
team on streamlining. 

REGULATORY REFORM PROJECTS 

Regulatory Reform Agenda: 
a dec1s1on memo for you. 

Regulatory Working Group is drafting 
Target date is July 15. 

Surface Transport Reform: Following your meeting with Secretary 
Adams, task force is studying and preparing decision memo for 
you on options for surface transport reform. First meeting 
was on June 13. DOT memo will circulate to agencies on July 15. 

Airline Regulatory Reform: We are continuing to assist the 
Senate comm1ttee in revising the air bill, and we have begun 
to meet with interested agencies (including the Labor Department) 
to discuss whether statutory labor protection provisions are 
necessary. 

Broadcast Deregulation: Under the supervision of Barry Jagoda 
and the Policy Staff, OTP has initiated a review of possibilities 
for deregulation measures in the broadcast area. We plan to get 
a strategy options paper to you within two weeks. 

Financial Institutions Regulatory Reform: Treasury legislation 
has gone to Hill. Task Force will be formed to develop longer
term reform proposals. 

Coordination of Toxic Substances Regulation: Working with 
CEQ and EPA on agenda. Report to you on July 15. 
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CIVIL SERVICE MATTERS 

Republican Hold-over Appointees: After a recent Congressional 
breakfast, you asked that I look into the problem of Republican 
hold-over appointees at both the Federal and regional level. 
I have since met several times with Scotty Campbell, and 
recently with Hamilton and Jim King, to explore the seriousness 
of the problem. We will have a memo to you shortly which will 
include a number of actions you can take to remedy the situation. 

Part-Time Employment: Along with OMB and the Civil Service 
Comm1ss1on, we are studying how part-time federal employment 
can be expanded. A decision memo to you within two weeks. 

INTEGRITY AND OPENNESS MATTERS 

Hatch Act Reform: We are working with the Civil Service 
Commission to develop testimony for upcoming Senate hearings, 
and with Frank Moore's staff on Senate legislative strategy. 

Public Financing of Congressional Campaigns: We are working 
with the Vice President's staff, Frank Moore's staff and 
Senate staff on policy and legislative strategy prior to 
Senate floor vote. 

Executive Order on Logging: Memo prepared by Justice has 
been rev1ewed. Just1ce has submitted a draft executive order 
which will be in to you by July 16. 

Revision of Security Classification System: The interagency 
committee, which we are co-chairing with NSC, has begun work. 
A first draft of the new executive order should be ready this 
month. 

Lobby Reform: Working with OMB and Justice to develop statutory 
language on executive branch lobbying for inclusion in the 
House and Senate bills. 

FBI's National Criminal Information System: The Justice 
Department has delayed implementing its proposed changes 
in the guidelines on FBI operation of the national computer 
hook-up. Justice is reviewing the matter with us and with 
interested Congressmen. We will advise you when Justice is 
ready to make a decision: mid-July at the earliest. 



- 5 -

WOMEN 

International Women's Year: We have begun work with the staff 
of the International Women's Year Committee on the IWY Conference 
to be held in Houston this November. 

HEALTH 

National Health Insurance: The next meeting of the Advisory 
Committee on National Health Insurance will be on July 13 
and 14 in San Antonio and Austin, Texas. There will be a 
subsequent meeting on July 29 and 30 in Wisconsin. 

BUDGET 

Our staff and OMB will be meeting together with the agencies 
over the next few weeks to discuss legislative work to be 
conducted over the summer in light of your Spring budget 
review. We have obtained preliminary agency legislative 
requests for FY 1979, and , in close cooperation with OMB, 
we will be synthesizing these with the budget realities. 

COMMUNICATIONS 

Federal Film-Making: A draft OMB circular to control spending 
and consolidate facilities has been circulated to the agencies. 

Minority Concerns: We have met with several Black and Hispanic 
groups that want to increase the number of broadcasting stations 
owned by minorities. Proposals to use existing Federal loan 
programs are being explored. 

Rural Telecommunications: An interagency task force is drafting 
proposals to use new communications technology to improve health 
and education in rural areas and to expand T.V. service. Fund
ing from existing programs such as the Rural Electrification 
Administration is being explored. 

POSTAL SERVICE 

The Postmaster General asked the Board of Governors to file 
for a new consumer stamp based upon your letter of inquiry on 
the subject. The Vice President has asked us to meet with 
the heads of all the postal unions next week. A detailed 
memorandum outlining your options on postal policy will be 
submitted on Friday, July 15. 
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LABOR 

Labor Law Reform: Follow-up analysis of unsolved issues to 
you by July 11. 

Humphrey-Hawkins: CEA has a draft alternative bill in hand. 
We will meet over the weekend to discuss details. 

Independent R & D: Per your request an assessment to you by 
July 14. 

Patents: Assessment to you by July 14. 

Waiver of Dual Compensation for Retired Military Officers: 
At your request a paper summarizing your options will be 
forwarded by July 12. 

CIVIL RIGHTS AND JUSTICE 

Privacy Protection Study Commission: The Privacy Protection 
Study Commlssion is to issue its report on July 12. We are 
reviewing advance copies of the report to develop possible 
Administration initiatives. 

Undocumented Aliens: In accordance with your comments on 
our memorandum we are consulting with groups and Congressional 
leaders. Mexican consultations took place July 1. They would 
prefer we did nothing and hope that all aliens in this country 
can be encouraged to stay. I met last week with Senators 
Kennedy, Eastland, Cranston, Bentsen, DeConcini, and Hathaway. 
I believe there is a chance several (and perhaps all) will 
sponsor our bill. 

Handguns: Justice will be forwarding proposed draft legislation. 

Class Actions: .Justice is developing legislation to improve 
access to Justice through class actions. We have met with 
them to discuss their proposals. 

Nixon Tapes: I have talked with Jay Solomon as a follow-up 
to a notation on my memorandum. We will be meeting next week 
to further discuss the subject. 

Electrostatic Copy Made 
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ECONOMICS AND BUSINESS 

Tax Reform: We continue to consult with Treasury, CEA and 
outside experts such as Joe Pechman and Stanley Surrey. 

Minority Business; Memo on Administration minority business 
initiatives to you early next week. 

Trade Deficit: I am working with Charlie Schultze, Secretary 
Blumenthal and Secretary Kreps on this problem. 

IRS Policy of Crediting Oil Firms for Cartel Taxes: We have 
drafted a reply to Senator Church's letter to you concerning 
this policy. 

ENERGY AND NATURAL RESOURCES 

Alaskan Natural Gas: Agency comments on the FPC decision 
submitted July 1. Working with Schlesinger's staff to 
develop schedule and information to reach final decision. 

Clinch River Breeder Reactor: House and Senate floor action 
put off until after July 4 recess. Continuing to coordinate 
lobbying efforts with Frank Moore and Jim Schlesinger. 

Comprehensive Energy Package: We will meet next week with 
Treasury, CEA, Dr. Schlesinger, and Frank Moore to prepare 
strategy for the Ashley Committee. 

Oceans Policy: We are working on a response to the Hollings
Magnuson letter with the Commerce Department. 

MISCELLANEOUS 

Presidential Reports to Congress: At your request, we have 
obtained a list of all such required reports and will have a 
memo to you soon. 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

Jody Powell -

The attached was returned in 
the President 1 s outbox. It is 
forwarded to you for y~:nir 
information. 

Rick Hutcheson 

Re: Captain Lance P. Sijan 

/ 



z 
0 
H 
8 H 

~ >t 
r:r.. 

tl'-

~ 

THE WHITE HOUSE 

WASHINGTON 
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EXECUTIVE ORDER 
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next day 

FROM PRESIDENT'S OUTBOX 
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WASHINGTON 
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DEPARTMENT OF THE AIR FORCE 
WASHINGTON, D.C . 20330 . 

OF THE SECRETARY 

S s"G'"JS'?It~ TiiE PRESID::Tr HA ~ 

Mr. Jody Powell 
The W.hi te House 
Washington, D. C. 20006 

Dear Mr. Powell: 

In the attached issue of AIRMAi.'l Magazine is the story of 
Captain Lance P. Sijan, who was awarded the Medal of Honor 

~
posthtm:rusly. In the course of my interviews with Captain 
lsi jan's acquaintances, I was inforrred by Suzanne Speed Pack 
of Garland, Texas, that you were one of Captain Sijan 's close 
friends. 

I have sent copies of the magazine to several of Captain 
Sijan' s friends-Mike Snith, Bart Haladay, Wendell Harkleroad-
arrl am taking the liberty of fo:rwarding one to you. 

1 Attachment 
June ~ Magazine 

.... 

1. 

Sincerely, 

~tl~ 
FRED A. MEXJRER, Lt Col, USAF 
Special Assistant to Ccmrander 
Cam1ani Services Unit 
Office of Infonnation 



I. PURPOSE 

THE WHITE HOUSE 

WASHINGTON 

July 8, 1977 

AWARD CEREMONY FOR THE MEDAL OF FREEDOM 

Monday, July 11, 1977 
1:30 p. m. (15 minutes) 
The Rose Garden 

From: Greg Schneiders ~~ 

To confer the Presidential Medal of Freedom on Dr. 
Jonas Salk for his contributions in the field of 
health and on Dr. Martin Luther King, Jr. (posthumously) 
in recognition of his achievements in the struggle for 
human rights. 

II. BACKGROUND, PARTICIPANTS AND PRESS PLAN 

A. Background: You will first present the award to 
Dr. Salk. The text of the citation accompanying 
the medal is at Tab A. The Military Aide will 
accompany you to this ceremony. He will have 
the original of the citation and the Medal of 
Freedom. Former Presidents have not followed a 
single set procedure for actual presentation 
of the Medal. I would recommend that, following 
your informal remarks of greeting, the citation 
be read. You would then present the Medal of 
Freedom to Dr. Salk (the Aide will assist you in 
the pinning and arranging of the Medal and its 
sash) . 

You will then present the award to Mrs. Martin 
Luther King, Jr. After the citation is read, 
Tab B, I suggest that you hand the Medal to 
Mrs. King. 

Following the ceremony there will be a reception 
in the Rose Garden for the Salks, the Kings and 
their invited guests. 

aectrostatiC Copy Made 
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B. Participants: Dr. Jonas Salk, Francoise Gilot Salk, 
Caretta King, Reverend Martin Luther King, Sr., 
the invited guests (list at Tab C). 

C. Press Plan: The ceremony will be covered by the 
Press. These arrangements will be coordinated 
by the Press Office. 

III. TALKING POINTS 

See attached memorandum from Jim Fallows, Tab D. 
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To Dr. Jonas E. Salk 

Because of Dr. Jonas E. Salk, our country is free from 

the cruel epidemics of poliomyelitis that once struck 

almost yearly. Because of his tireless work, untold 

hundreds of thousands who might have been crippled 

are sound in body today. These are Dr. Salk's true 

honors, and there is no way to add to them. This 

Medal of Freedom can only express our gratitude, and 

our deepest thanks. 





To Martin Luther King, Jr. 

Martin Luther King, Jr. was the conscience of his 

generation. He gazed upon the great wall of 

segregation and saw that the power of love could 

bring it down. From the pain and exhaustion of his 

fight to fulfill the promises of our founding 

fathers for our humblest citizens, he wrung his 

eloquent statement of his dream for America. He 

made our nation stronger because he made it 

better. His dream sustains us yet. 





MEDAL OF FREEDOM CEREMONY - GUESTS 

Salk 
(son) 

Francoise Gilot 
Jonathan Salk 
Elizabeth Moore 
Darrell Salk 
Patricia Salk 
Claude Picasso 

(son) 
(daughter-in-law) 
(step-son) 

Honorable David Bazelon 
James M. Connolly 

Dr. Frederick de Hoffmann 

Ambassador Sol Linowitz 
Joseph Nee 

Martin Luther King, III 
Bernice King 
Yolanda King 
Edith Scott Bagley 
Arthur Bagley 
Autre Bagley 

Reverend Ralph Abernathy 
John Lewis 
Lillian Lewis 

Chief Judge, U.S. Court of Appeals 
President, Georgia Warm Springs 

Foundation 
President, Salk Institute for 
Biological Studies 

President, National Foundation of 
the March of Dimes 

(son) 
(daughter) 
(daughter) 

Mrs. King's sister 

John Miles Lewis (one year) 
Clarence Mitchell 
Reverend Jesse Jackson 

MEMBERS OF CONGRESS 

U. S. Senate 

Robert Byrd 
Alan Cranston 
S.I. Hayakawa 
Hubert Humphrey 
Jacob Javits 
Edward Kennedy 
Sam Nunn 
Herman Talmadge 



U. S. HOUSE OF REPRESENTATIVES 

Yvonne Burke 
Shirley Chisholm 
Bill Clay 
Cardiss Collins 
John Conyers 
Ron Dellums 
Charles Diggs 
Walter Fauntroy 
Harold Ford 
Wyshe Fowler 
Augustus Hawkins 
Barbara Jordan 
Ralph Metcalfe 
Parren Mitchell 
Tip O'Neill 
Charles Rangel 
Louis Stokes 
Robert Wilson 

Mayor Walter Washington 



r 



THE WHITE HOUSE 

WASHINGTON 

July 8, 1977 

MEMORANDUM TO THE PRESIDENT 

FROM: JIM FALLOWS 

SUBJECT: Presidential Medal of Freedom 

Achsah Nesmith suggests these talking points: 

1. The Presidential Medal of Freedom is the highest civilian 

award given by this government. Originally given by President 

Truman for wartime service, the concept was expanded in 1963 to 

include especially meritorious contributions to the security 

or national interests of the United States, world peace or 

to cultural or other significant achievements. 

2. This is the first time you have made these awards, and you 

chose to restrict them to two people whose contributions have 

significantly changed the lives of all Americans for the 

better -- one in the field of health, the other in the field 

of human rights. The world has long honored these two men 

and their achievements, and it is fitting that their own 

government do so. 

3. In 1952, before the Salk vaccine was available, there were 

over 57,000 cases of polio in this country and 3,300 people 

died. Dr. Salk's work freed us from the fear and suffering 

caused by a terrible disease. He accomplished the great dream 

of medical science -- to p~event epidemics of a devastating 

disease. 
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4. Dr. King's work helped us overcome our fear and ignorance 

of each other, and the waste and injustice of separation and 

discrimination. 

A. Beaten, jailed, castigated -- he set a daily example 

of returning love and forgiveness for hatred and 

persecution. He provided both leadership in the streets 

and a philosophy of non-violent revolution derived from 

his study of Mahatma Gandhi and his own strong 

Christian faith. 

B. He spoke out not only for the rights of his own 

people at home, but was one of the first to speak out 

when he felt his country was engaged in an unjust war. 

He lived to see the Public Accommodations and Voting 

Rights Acts passed and to be honored by kings. But 

he continued to his last days to fight for the rights 

of the poorest and humblest among us. Much of his 

dream has come true. His inspiration will help us make 

the rest a reality. 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

Tim Kraft-

The attached was returned in 
the President's outbox~ It is 
forwarded to you· for appropriate 
handling • 

Rick Hutcheson 

Re: Organized Crime Meeting 

/ 
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TEE ?RESIDEl'lT HAS SEEn . 

THE WHITE HO U SE 

WAS HI NG T ON 

July 9, 1977 

MEMORANDUM FOR: 

FROM: 

SUBJECT: Status of Presidential 

THE PRESIDENTf/lj_ 

RICK HUTCHESO • 

Requests 

Follow-up of Previous Reports: 

1. Eizenstat: Prepare a draft message to Congress on 
the 6ppor~unity for regulatory reform and consult 
with the Cabinet -- In Progress, (with Eizenstat, 
expected 7/14, previously expected 7/7). 

2. 

3. 

Jordan: Let's firm up the Renegotiation Board -
In Progress. 

Bell: Progress on court reform -- Done; organized 
crime Done. 

4. Bourne: We should prepare an overall message regard
ing drugs, (Stu .reviewing final draft, expected 7/11). 

5. Lipshutz: Disposition of Papers of White House Staff 
Members -- In Progress, (expected 7/15). Disposition 
of Presidential Papers -- In Progress, (expected 8/8). 

6. Brown: What are we doing to expedite reclassification 
of the VietNam MIA's? --Done. Prepare procedure 
and submit to the President; do case work on files in 
the meantime. The President will decide date for DOD 
announcement, keep on schedule -- In Progress, (with 
DOD, detailed plan expected for the President's review 
7/12, previously expected 7/8). 

7. Jordan: See the President concerning the the Schneiders' 
memo on White House Projects -- Message Conveyed. 

Electroetatic Copy Made 
for Prlllrvatlon Purposes 



8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

2 

Bell: You know the President's promise to make the )16~ 
Attorney General independent of White House control ~· -~~ 
and influence. Please consult with your advisors ~ 
and prepare draft legislation, expedite -- Done. 

Vice President, Moore, Jordan: Work out the judicial 
selection committee in states with no Democratic 
Senators; let Democrats do it. Setting up top flight 
selection committee comes first -- In '- Progress, (9 of 
13 completed). 

Brzezinski: (Confidential) Vance and Bell should 
discuss Visa Policy with Eastland and Rodino, perhaps 
McGovern Amendment. Then the President will see the 
Congressional leaders -- In Progress, (meetings have 
taken place with Eastland and Rod1no; recommendations 
regarding McGovern Amendment in progress with White 
House staff, Justice and State, expected 7/13). 

Brzezinski, Chip Carter, Bourne, Eizenstat: Get 
together and let the President know what we can do 
about world hunger -- In Progress, (Task Force being 
formed; . timetable being developed next week). 

Eizenstat: Can we issue instruction precluding waiver 
of dual compensation limitations for retired military 
officers -- In Progress, (with Eizenstat and OMB, 
expected 7/12, prev1ously expected 7/7). 

Eizenstat: Advise on memo concerning Patents and on 
Independent Research and Development -- In Progress, 
(with Eizenstat and OMB, expected 7/14, previously 
expected 7/7). 

Califano: Go over Treasury Plan (tentative) on tax 
reform with Eizenstat or Schultze -- On-going. 

Eizenstat: Comment on the letter from the National 
League of Postmasters' President, Eugene Dalton 
regarding personnel structure of the postal service 
In Progress, (expected 7/9, previously expected 7/5). :;;;:;..;-
Schlesinger: (Personal and Confidential) Please comment 
on the GSA estimate concerning the Department of Energy ~r-/•S~ 
location -- Done. ~& -1- ,........._ 

ElectrostatiC Copy Made 
for ~tion Purposes 

-f- ~ 
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17. Kreps, Eizenstat: Comment on the letter from Sens. 

18. 

19. 

Magnuson and Hollings on the Nation's ocean program 
In Progress, (expected 7/14, previously expected 7/7). 

Blumenthal: Several people think that EPG meetings 
are too large. Try to limit total attendance to no 
more than 15, please comment -- In Progress, (Status 
report expected 7/9 from Schultze, Blumenthal and 
Eizenstat) . 

Schultze: Go over 6/15 memo on investment and business 
taxation with Mike and Larry Done, (6/25). 

20. Lipshutz, Eizenstat: Let the President review and then 
talk with the Attorney Gene~al ~bout draft handgun 
control legislation -- In Progress, ( with Attorney 
General, expected 7/13, prevToUSiy expected 7/8). 

21. Kraft: Please schedule Sen. Mark Hatfield for 15 
minutes Done, (scheduled for 7/15). 

22. King: Let the President know why it is necessary for 
Jean Wilkowski to have the rank of Ambassador while 
serving as Coordinator of U.S. Preparations for the 
U.N. Conference on Science and Technology for 
Development -- In Progress, (with State, expected 7/12, 
previously expected 7/6). 

23. Jordan: (Confidential) Is Harold Murphy the best man / 
and the choice of Nunn and Talmadge for U.S. District ~ 
Court Judge for the Northern District of Georgia?-- Done. 

24. Marshall: Check the CHICAGO TRIBUNE story stating that 
city employees were hired at salaries up to $20rOOQ 
under stimulus program and report back to the President -- / 
In Progress, (Status report submitted 7/6, but found ~ 
inadequate-by the President. Marshall gave the 
President an. updated report at the 7/ 8 r.1eeting.) 

25. Eizenstat: Get Pat Harris' brief comments concerning ~ 
the follow-up to the HUD budget review session --
Done. 

26. First Lady: Let Amy write to Mary Marks (daughter of 
Congressman Marks) concerning a possible visit to the 
White House -- In Progress. 

ElectrostatiC Copy Made 
for ,.._,.don Purposes 
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27. Eizenstat: Prepare answer as discussed with the 
President regarding the Frank Church letter on IRS 
rulings permitting payments to OPEC cartel countries 
to be credited against U.S. taxes -- In Progress, (with 
Stu and Treasury). 

28. Watson: We need a way to handle emergencies a la Cloyd 
Hall's in Georgia when the President was Governor. 
Check with Frank and make a recommendation -- In 
Progress, (expected 7/12). 

29. Costanza: How soon can we appropriately terminate the 
Women's Year Conference?-- Done. 

July 1: 

1. Why Mississippi? There is no substance or reason for 
the first day -- assess things like oil well visit in 
gulf disaster handling, etc.; time schedule is O.K. 
Check with Secretary Kreps regarding Carolina Coast 
visit for the Southern trip 7/20-1 -- In Progress, 
(President reviewing redrafted schedule) . 

2. Jordan, Brzezinski: Prepare congenial answers; these 
papers are the arguments we must prepare to answer -
concerning the letter from 4 former , Chiefs of Naval 
Operations on the Panama Canal --In Progress. 

July 5: 

1. Eizenstat, Watson: Give the President a list of all 
required reports from the Executive to the Congress; 
the President will try to eliminate some -- In Progress. 

2. Brzezinski: On the letter from the Senate Leaders, 
Sen. Humphrey suggested to the President that there 
should be a statement thanking them -- sometime this 
week. Work out brief text with the Vice President 
and Hamilton -- Done. 

Electrollatlc Copy Made 
for ~on Purpoees 
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July 6 

1. Eizenstat: Let someone read the description of 
the shipping port breeder and potential for the future 
memo, sent by Adm. Rickover; the President will throw 
the switch in August or September -- In Progress. 

2. Jordan: Horace Tate is a good man; read his memo and 
use him on something In Progress. Also, send 
copies of his South Africa notes to the Vice President 
and to Brzezinski -- Done. 

July 7: 

1. Brzezinski: Let Stateassess your more comprehensive 
"Four Year Goals"-- In Progress. 

2. Lipshutz: Assess the President's campaign statements 
on the Attorney General. It was Bell's idea to begin 
with, concerning campaign commitment to establish 
an independent Attorney General - - In Progress, 
(expected 7/15). 

3. Jordan: Have Joseph Hendrie come in so that the 
President can discuss items from Frank Press' memo 
concerning Chairman, Nuclear Regulatory Commission 
In Progress. 

4. Eizenstat: Briefly assess Senator Kennedy's press 
release on tax reform and simplification proposal; 
marginal notes O.K. -- In Progress. 

5. Schneiders: Talk to Senator Percy and/or Senator 
Humphrey regarding your memo concerning youth and the 
Administration. Let's not duplicate what they are 
doing; for young people world hunger may be better -
In Progress. 

6. Jordan: Reassess the memo concerning Director, Peace 
Corps -- In Progress. 

ElectfOil8tiC Copy Made 
tor ~on Purp0888 
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The President 
The White House 
Washington, D. C. 20500 

Dear President Carter: 

We are taking the liberty of writing you regarding a serious 
problem that, quite a part from personal considerations for 
Bert Lance, is burdensome for stockholders large and small 
of the National Bank of Georgia who purchased stock based 
largely on faith in Bert and his ability to operate the bank. 

In June 1975, after Bert became associated with NBG, interests 
which he, Dan Pattillo and John Stembler represented, acquired 
approximately 60% of the stock in the bank from Financial 
General Bankshares, Inc. Shortly before Lance was appointed 
to the Cabinet, the stock traded in the range of $18.00 to 
$19.00. Today, the Atlanta Constitution lists it at $12.50 
bid, $13.50 asked. 

In our judgement this decrease in price is attributable to 
his acceptance of a position in your Cabinet and in turn being 
asked to dispose of his stock by the end of 1977. Again, a 
part from its effect on Lance personally, this requirement 
has worked a severe, an obviously unintentional, hardship on 
all other stockholders of the National Bank of Georgia. On 
their behalf, we request your approval and support for 
elimination of any requirement for sale of the Lance stock 
in NBG. 

If this can be accomplished, Messrs Pattillo and Stembler 
would then join with Lance in making known that none of the 
large blocks of stock held by their interests are for sale 
now or in the forseeable future. This would permit the 
stock to seek its own level in an open market without being 
adversely affected by the present requirement for sale of a 
large portion of the bank's outstanding stock. 
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His stock is now held in a blind trust which seems to us 
should adequately insure that he will not be improperly 
enriched because of his position in your Cabinet. On the 
other hand, neither should he nor the other stockholders 
be adversely affected because of his acceptance of said 
position. In our judgement this has been and will be the 
result unless the requirement of sale of the Lance stock is 
eliminated. 

March 23, 1977 

Yours very truly, 

Harold Brockey 
John H. Stembler 
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Tf i E \\. H ITE HOt· s E 

"···\ SHI~GTO~ 

July 11, 1977 

Dear Mr. Chairman: 

When I discussed with Bert Lance in November 
of 1976 his willingness to serve as Director 
of ONB in my Administration, I was aware not 
only of the significant ownership interest he 
held in the National Bank of Georgia but also 
of the debt structure involved in that owner
ship. 

At that time, he and I felt it highly desirable 
that Mr. Lance divest himself of his NBG stock, 
that he do so prudently and as soon as possible, 
but without significant financial hardship on 
his part. 

As a result, and as you know, Mr. Lance placed 
his holdings in a trust with instructions to 
the Trustee that he divest the trust of all 
NBG stock by December 31, 1977. 

Subsequent events as they relate to NEG-
supported by'the attached letter and by a 
prior earnings performance for the first half 
of 1977--indicate that this arrangement and 
the obligation to sell all of Mr. Lance's NBG 
stock by December 31, 1977, now contribute to 
a substantial artificial lowering of the stock 
price. 

The refore, I have indicated to Mr. Lance my 
intention to modify our unders t anding to the 
e x tent that the NBG stock h e ld by Mr. Lance 's 
present Trustee be conveye d to a new qua lified 
co rporate Trustee under terms of a similar t r ust. 

I 
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The corporate Trustee will be requested by 
Mr. Lance to dispose of all of the NBG stock 
in a prudent fashion but without burden of 
a specific sale deadline. 

The initial understanding reached by me with 
Mr. Lance for him to sell all of his NBG stock 
by December 31, 1977, is not required by current 
federal law or by the Carter-Mondale Guidelines 
on Conflicts of Interest, but resulted from our 
mutual assessment and desire at that time. 
However, for the reasons set out above, this 
additional requirement has placed an undue 
financial burden on Mr. Lance, as well as on 
NBG. 

Mr. Lance has indicated that this modification 
will be desirable and acceptable to him, but 
would be inconsistent with the agreement he has 
with you, and therefore he cannot accept my 
proposal without your approval. 

Would you please advise whether the proposal, 
to transfer all of Mr. Lance's NBG stock to a 
corporate Trustee with a request to the Trustee 
to sell such stock at such times as it deems 
appropriate, is acceptable to you? 

Sincerely, ~ 

~~ 
The Honorable Abraham Ribicoff 
Senate Governmental Affairs Committee 
United States Senate 
Washington, D.C. 



---------- ·- - ------- ------- - - --

THE WHITE HOUSE 

Stu Eizenstat 
Frank Moore 
Jack Watson 

WASHINGTON 

July 11, 1977 

Re: Amendments to the Small 
Business Administration 
Disaster Loan Program 

The attached · was returned in the President's 
outbox and is forwarded to you for your 
information and appropriate action. 

Rick Hutcheson 



THE WHITE HOUSE 

WASHINGTON 

July 9, 1977 

T:-1Z ?3ESID.El'iT HAS SEE!T. 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE PRESIDENT 

STU EIZENST}:~ 
LYNN DAFT 

Amendments t the Small Business 
Administration Disaster Loan Program 

In response to our June 27 memo on this topic (Tab A), 
you asked if any action was necessary. Since Congressman 
Neal Smith, Chairman of the House Small Business Committee, 
is in substantial agreement with the Administration position, 
we would recommend holding firm on that position. We 
would also suggest that Frank Moore reinforce our stand 
through conversation with Neal Smith. 

DECISION 

~ Agree 

Disagree -----
For your information, a copy of the June 3rd decision memo 
on this topic is also attached (Tab B). 





MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE PR.ESIDI~NT E .. S SEENs 

THE WHITE HOUSE 

WASHINGTON 

June 27, 1977 

THE PRESIDENT 

STU EIZENST~~ 
LYNN DAFT ~W 

Amendments to the Small Business 
Administration Disaster Loan Program 
(Prepared At Your Reques t ) 

This is in follow-up to your discussion earlier this week 
with Senator Byrd about his legislative proposal to liberalize 
terms of the Small Business Administration (SBA) disaster 
loan program. 

A comparison of the additional budget costs associated with 
four options, including Senator Byrd's proposal (H.R. 692), 
is attached. SBA currently charges 6 5/8% to both homeowners 
and businesses; the Farmers Home Administration (FmHA) 
charges 5% under their emergency loan program. H.R. 692 
provides: (a) a sliding scale interest rate for home loans 
between 1% and 3%, depending on the amount of the loan; 
(b) a home loan forgiveness of $1,000 to $3,000, depending 
on the relative magnitude of loss; (c) an interest rate of 
3% for SBA disaster business loans and FmHA emergency loans; 
(d) authority for SBA to approve economic injury loan assistance 
on certification of the Governor of a State that a business 
has suffered substantial economic loss (without necessarily 
having sustained physical damage); and (e) all benefits 
relating to the SBA program are retroactive to July 1, 1975 
and those relating to the FmHA program are retroactive to 
July 1, 1976. The remaining options exclude the forgiveness 
provision and set interest rates at varying levels between 
3% and 5%, as indicated. 

A couple points need to be made regarding the attached 
budget estimates: (a) Not all the costs shown would occur 
this fiscal year. In the case of option #1, for e xample, 
about $90 million would accrue the first year with the 
remainder spread over the remaining life of the loans -- an 
average of 10 years, 10 months for SBA and 7 years for FmHA. 
Of course the interest cost would accumulate through time, 
as additional loans are made each year. (b) Given the 
difficulty of predicting loan demand, the projected level of 
loan activity shoulq be viewed as only a rough approximation 
of what will actually be encountered. 
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You will note that two features of Senator By~d's proposal, 
namely the forgiveness and retroactive features, account for 
much of its cost. Of the total estimated cost of $208.2 
million for loans made for FY 76 through FY 78, $143.3 
million is associated with the retroactive feature and $52.1 
million with the forgiveness provision. Lowering the FmHA 
interest rate from 5% to 3% also adds substantially to 
program cost since that program has been operating at a high 
level. 

As a result of your earlier decisions (a copy of the June 
3rd decision memo is attached) , the Administration has 
testified in support of changes cons~stent with Option #3, 
without a retroactive provision. This would result in 
additional life of loan costs at the projected level of 
annual loan activity of about $16.9 million. 

Senator Byrd indicated at his Oval Office meeting with you 
that he would be willing to give up the forgiveness feature. 

' 



Option #1 (H.R. 692) 

home, 1-3% 
forgiveness 
interest 
insulation3 

business, 3% 
SBA 
FmHA 

TOTAL 

Option #2 

home, 3% 
b usiness, 3% 

SBA 
FmHA 

TOTAL 

in millions) 

Retroactivel 

40.0 
39.2 
8.5 

35.5 
20.1 

143.3 

37. 6 

35.5 
20.1 

93.2 

Option #3 (Administration) 

home, 3% 
business, 5% 

TOTAL 

Option #4 

home, 5% 
business, 5% 

TOTAL 

37.6 
16.4 

54.0 

17.3 
16.4 

33.7 

Projected2 

12.1 
12.1 

11.6 
29.1 

64.9 

11.6 

11.6 
29.1 

52.3 

11.6 
5.3 

16.9 

5.4 
5.3 

10.7 

!Assumes provisions contained in H.R. 692 which makes SBA 
program retroactive to July 1, 1975 and FmHA program retro
active to July 1, 1976. 

2Assumes future annual program level of $100 million for SBA 
(divided equally between home loans and business loans) and 
$325 million for FmHA. Though difficult to predict, SBA 
loan activity will probably be higher than this in future 
years. SBA disaster loans have ranged from $1.5 billion in 
FY 1973 (Hurricane Agnes) to less than $150 million in both 
FY 1975 and FY 1976. 

3Estimated cost of provision that allows for home insulation 
improvements of up to $2,000 per home loan. Projected cost 
is reflected in forgiveness and interest figures . 

...,.... ... , t 45 ?. *~------ ---·--
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THE WHITE HOUSE 

Bert Lance 
Stu Eizens tat 
:frank Moore 
Jack Watson 

WASHINGTON 

June 9, 1977 

Re: Administration Position on Small 
Business AdministrationAuthoriz.ation . 
and Disaster Assistance Legislation 

The attached was returned in the President's 
outbox and is forward ed to you for your 
information and appropriate action. 

Rick Hutcheson 

. .--... -..- ... ; ... '<\------ ... ---- ..... ·--.-.. ... --
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MEMOR.:I\NDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 3, 1977 

THE PRESIDENT 

BERT LANCE cr~ 
STU EIZENSTAT ~ 
LYNN DAFT f 
Administration Position on Small 
Business Administration Authorization 
and Disaster Assistance Legislation 

The Senate recently passed H.R. 692, the Small Business 
Administration (SBA) omnibus authorization bill for FY 1978, 
but with differences from the House passed bill. The House 
Select Committee on Small Business has scheduled hearings 
for June 9th and 13th to reconsider the reported bills. The 
Administrators of SBA and FDAA have both been called as 
witnesses and will be expected to present the Administration 
position. 

There are two issues regarding this bill that merit your 
consideration. One is the authorization levels provided for 
existing SBA loan programs; the other concerns several 
proposed changes in the SBA and Farmers Home Administration 
(FmHA) disaster loan programs. 

Authorization Levels 

Both bills contain line items authorizing loan levels for 
both FY 1978 and FY 1979 that are substantially in excess ot 
your FY 1978 budget request and your preliminary FY 1979 
planning estimates. The Senate bill would authorize loans 
of $5.9 billion in FY 1978 and the House bill $5.7 billion, 
in comparison with your budget request of $3.5 billion. If 
enacted, these authorizations would provide increased pressure 
for full funding which could add to FY 1978 out~ays and 
would contribute to the difficulties of achieving a balanced 
budget in 1981. A comparison of the House and Senate recom
mendations and your FY 1978 budget is attached as Tab A. 

SBA argues that higher authorization levels are needed, 
though they would prefer that Congress refrain from tying 
the authorizations to individual line items. They argue 
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that the demand for SBA loan funds now exceeds the supply 
and that the tax revenues generated by these loans exceeds 
their direct cost to the Federal Government. 

Disaster Loan Programs 

Following the recent floods in Appalachia, Senators Byrd and 
Randolph and Congressman Rahall introduced legislation to 
amend the terms of the SBA disaster loan program. A modifi
cation of their proposal is included as Title VIII of H.R. 
692, as passed by the Senate. 

You will recall that Governor Rockefeller appealed for your 
support for this legislation in a recent letter (Tab B). He 
emphasized the need for lower SBA interest rates, 3% across 
the board in the original bill. A copy of the response you 
drafted is also attached (Tab C). Since the proposal was 
substantially changed from its original form and because 
there were serious agency objections to the bill, this 
response has not been sent. Senator Byrd has taken a very 
active interest in this proposal and feels strongly about · 
the need for liberalization of the terms. 

We have several problems with the disaster loan provisions 
contained ~n the bill passed by the seriate: 

0 

0 

They are very costly, with total costs (including 
life of loan costs for loans made in FY77 and 
FY78) of over $200 million. Two factors in 
particular add to the cost: (1) a loan forgiveness ~~ 
feature (up to $3,000 for house and personal ~/V~ 
loans) accounts for about $50 million of the added 
cost and (2) a retroactive provision (to 7/1/75 .?- ~b 
for SBA and 7/1/76 for FmHa) accounts for about 
$165 million (and includes both forgiveness and 
interest costs). 

In addition to being costly, past experience with 
forgiveness provisions has demonstrated that they 
are difficult to administer and involve a high 
incidence of fraud. 

o The depth of interest subsidy (with rates charged 
of 1.5%, on average, for home and personal loans 
and 3% for business loans) is quite substantial 
and, in our view, excessive. 

o The choice of retioactive dates arbitrarily dis
criminates among past program beneficiaries. 

I . I 

I 
. I 
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· o Providing for the certificat~on of need by State 
Governors invites expanded loan demand and certain 
conflict between Governors and the SBA Administrator 
in the approval of disaster loans. 

o On the basis of past experience, allowing economic 
injury loans to be made without a physical disaster 
declaration will invite abuse of the program 
because of increased loan demand and the difficulty 
of determining the extend of economic injury. 

Options 

Given the strong Congressionai interest in changing the 
program and the personal involvement of Senator Byrd, it 
appears that leaving the SBA disaster loan program in its 
present form may not be a viable option. 

A literal interpretation of the current SBA authorization 
seems to provide the Administrator with the authority to 
lower the rate of interest charged, as long as it does not 
go above 6 5/8%. However, the Administrator indicates there 
is nothing in the legislative history of the Act to indicate 
that Congress intended that he exercise such authority and 
he is therefore reluctant to do so. To date, the program 
has been administered as if the authority fixed the interest 
rate at 6 5/8%. If such authority is to be exercised admin
istratively, we think it would be desirable to have an 
indication from Corigress that it intended to grant such 
authority. 

The remaining options and their additional budget costs for 
loans originated in FY76, the transition quarter, and FY77 
are as folluws: 

OPTIONS 

1) H.R. 692 

2) H.R. 692 (without 
forgiveness) 

3) H.R. 692 (no forgive~ 
ness nor retroactive 
features)l 

SBA FmHA TOTAL 
Program Program 

(dollars in millions) 

159.0 49.2 208.2 

113.6 49.2 162.8 

27.6 29.1 56.7 
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OPTIONS (continued) SBA FrnHA TOTAL . 
Program Program 

4) Home 3%, business 3% (no 
fo~giveness nor retro
activity)l 

5) Horne 3%, business 5% (no 
forgiveness nor retro
activity)l 

6) Horne 5%, business 5% (no 
forgiveness nor retro
activity)l 

23.2 

16.9 

10.7 

(dollars in millions) 

29.1 52.3 

16.9 

10.7 

1Prograrn level of $100 million for SBA and $325 million 
for FrnHA is assumed. Though difficult to predict, the 
annual level for SBA will probably be higher than this in 
future years. SBA loan activity has ranged from $1.5 billion 
in FY 1973 {Hurricane Agnes) to less than $150 m{llion in 
both FY 1975 and FY 1976. 

Not all of the costs shown above would occur this _fiscal year. 
In the case of H.R. 692, about $90 million would accrue the 
first year with the remaining interest cost spread over the 
remaining life of the loans (an average of 10 years, 10 
months for SBA and 7 years for FrnHA). For those options 
with no forgiveness nor retroactive featur~s, the cost is 
entirely interest and would be spread across the several 
years. Depending on the level of loan activity in the future, 
which is not independent of the conditions of the loan~ 
additional costs will, of course, be encountered with each· 
new year. 

Decisions are required on the following features of the 
disaster loan program: 

(1) Loan forgiveness. As noted above, this is a 
costly feature that is difficult to administer and 
invites abuse. We recommend that you oppose ~ts 
inclusion in the enacted bill. (Watson concurs) 

DECISION 

/Oppose ------
Support 

.. , . __ .,.._,...,._.... _______ ~····-···-- ---- -----·---·- -· -------· ---.---------., 
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{2) Retroactive. The principal considerations in 
making the benefits retroactive are {a) the 
additiona l budget costs and (b) the difficulty 
of selecting an acceptable effective date. We 
recommend that you oppose making the benefits 
retroactive beyond April 1, 1977 (the effective 
date in the original bill). {Watson .concurs) 

DECISION 

Oppose 

Support 

{3) . Interest rate for personal and horne loans. There 
are several choices here ranging from the variable 
1% to 3% provided in H.R. 692 {as passed by the 
Senate) to leaving the rate at its current level 
of 6 5/8%. Given the mood of the Congress, the 
magnitude of need in Appalachia following the 
recent floods there, the relatively modest budget 
cost, and the substantial administrative burden 
associated with a variable interest rate, we 
recommend lowering the rate to 3%. SBA concurs 
in this recommendation. 

DECISION 

6 5/8% (current rate) 

5% 

7 3% (recommended by OMB, SBA, 
Domestic Policy Staff) 

an~ 
variable 1% to 3% (H.R. 692) {Watson) 

(4) Interest rate for business loans. H.R. 692 would 
lower the SBArate from 6 5/8% to 3% and the FmHA 
emergency loan rate from 5% to 3%. The latt~r 
rate is lowered to keep the programs consistent. 
In your proposal to the Congress regarding drought 
assistance, which is still pending, you reco~~ended 
lowering the SBA interest rate to 5%. OMB and SBA 
recommend that you lower the rate for both SBA and 
FmHA to 3%, largely for reasons of administrative 
convenience. The Domestic Policy Staff recommends 
that you lower the SBA rate t6 5% and leave the 
FmHA rate at its current 5%. Beyond the budget 
savings, in comparison with the 3% option, they 
believe individuals merit a deeper subsidy than 
do profit making businesses. 
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DECISION 

6 5/8% SBA: 5% FmHA (current rates) -\7---r--
5% SBA: 5% FmHA ------Staff} 

3% SBA; 3% FmHA ------
SBA) (Watson) · 

(Domestic Polic~ 

(H.R. 692, OMB, 

(5) Governor Certification of need. Although this 
authority does not require that loans be made as a 
r~sult of Governor certification, it would clearly 
establish a demand for such loans~ Hore importantly, 
this provision undermines Executive Branch descretion 
by separating the determination of eligibility from 
the responsibility for program execution. We re
commend ·that you oppose this feature. 

DECISION 

~ppose ---"----- 2C_? 
_________ Support 

(6) SBA loan line item authorizations. Due to the signi
ficant .increase in outlays, OMB does not agree with 
SBA that higher authorization levels for SBA loan 
programs are desirable and recommends that your 
FY 1978 budget request be supported when SBA appears 
before House Select Committee on Sma.ll Business 
next week. 

DECISION 

/Agree U/1~ 
----------~Disagree 
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WASHINGTON 
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Jim Fallows -

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

Rick Hutcheson 

cc: Jody Powell 
Z. Brzezinski 

Re: Southern Legislative Conference 
Speech 
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THE !';\ESIDENT EAS SEE;.\! • 

THE WHITE HOUSE 

WASHINGTON 

July 8, 1977 

MEMORAMDUM TO THE PRESIDENT 

FROM: JIM FALLOWS j[t~ 
SUBJECT: July 21 Speech 

On July 21, you are scheduled to address the Southern Legisla
tive Conference. We'd like to suggest these themes for your 
speech. We will be happy to start work on a draft if you 
let us know what you would like to talk about. 

1. THE SOUTH. This is the chance to give a very 
personal and philosophical speech about the way your southern 
background has shaped your decisions as president. Although 
it should be delivered frankly as one southerner speaking to 
his fellow southerners, it would be of interest to the rest 
of the country as well -- just as Kennedy spoke to the 
Massachusetts Legislature and to Catholic audiences about 
the things that gave him a special identity. Although your 
own southernness was controversial as recently as six months 
ago, it is seldom discussed any more -- an indication of 
the degree to which the south has not only accepted the main
stream of American society, but been accepted by it. Never
theless, southerners -- you and your audience == are shaped 
by special traditions, experience, guilt, and wisdom, which 
yield lessons that are particularly timely for the country 
now. Inevitably, you have brought this perspective to much 
of what you have done or will do as president -- from poverty 
to urban/rural problems to medical care to voting rights to 
Southern Africa -- and it would be interesting for you to 
reflect upon it for this audience. 

If you choose this one, it would help us a great deal to 
spend a few minutes with you discussing your views. 

2. GOVERNMENT REORGANIZATION. Members of the Reorgan
ization Project feel this is a good time for you to lay out 
the philosophy and details of your reorganization plan, 
moving public awareness and discussion of it a step farther 
along. It is a subject that this audience would certainly be 
interested in. 

3. FEDERALISM. This is an appropriate audience for you 
to discuss your view of state-federal relations -- especially 
the details of many federal programs that are of direct 
interest to state legislators (~, energy, welfare, health 
care, revenue sharing). You could also discuss the way your 
own background in state and local government shaped your 
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awareness of the individual human impact of government pro
grams and led to your determination to come to grips with 
the functional problems of government at all levels. 

4. RACIAL RELATIONS. At some point in your time as 
president, I hope you will give a thoughtful and reflective 
speech on the subject of race. Like the South, this is a 
topic you can discuss with personal feeling; like the South, 
it is a subject on which your views would carry special 
weight. If you decide to do something like Topic 1, above, 
for the Southern Legislators, then this topic might make a 
good companion speech for the Urban League later in the 
month. 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

The Vice President 
Frank Moore 

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

Rick Hutcheson 

Re: Weekly Legislative Report 

: ·' 
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THE WHITE HOUSE 

WASHINGTON 

AIMINISTRATIVELY CONFIDENI'IAL 

July 9, 1977 

MEMORANDUM FOR: 'IHE PRESIDENT 

FROM: FRANK MX)RE 

SUBJECT: Weekly Legislative Report 

1. ENEffiY 

House: Members of Dr. Schlesinger 1 s staff had extensive rreetings with Chairman 
Ashley, his staff, and staff of the Speaker last week to discuss strategy as the 
Ad Hoc Conmi ttee begins its ~rk. The Ad Hoc Corrmi ttee will have an organizational 
rreeting next Thursday. On Friday, the Cormri. ttee will discuss procedures and rules 12. 
as it assembles the bill for floor action. Probably Tuesday, July 19, ~uld be ~ 
a good opportunity to invite the Ad Hoc Committee to the White House for a morning 
rreeting. 

-- Next Tuesday, the Interstate & Foreign Carrrerce Corrmittee will continue 
final markup of its portions of the National Energy Act. The Corrmittee has been 
given a two-day extension to complete action before the bill is sent to the Ad 
Hoc Cormri. ttee. A Sharp (D-Ind) arrendnent requiring a study of energy efficiency 
standards will be the pending order of business. Further votes on natural gas 
deregulation are also exptected. 

The Ways & Means Colmli ttee will report a clean bill on Wednesday and send it 
to the Ad Hoc Ccrmni ttee. 

All other portions of the N.E.A. will be before the Ad Hoc Conmittee by 
Wednesday. 

Senate: Jackson 1 s Energy & Natural Resources Conmi ttee will begin markup of its 
portion of the plan on Wednesday. The pending order of business will be the 
coal conversion provisions. 

The Senate Housing Subcormri.ttee is scheduled to begin markup on Thursday on 
the hare insulation proposals. Under the procedure worked out in the Senate, 
after the Senate Banking Conmittee completes its work it will report the bill 
to the Energy & Natural Resources Committee. 

The Finance Conmittee probably will not mark up the tax provisions of the plan 
until the House completes action. 

AI:MINISTRATIVELY CONFIDENTIAL 
Electrostatic Copy Made 
for PreMrvation Purposes 
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2. APPROPRIATIONS 

Foreign Operations: The Inouye Subccmnittee on Foreign Operations is expected 
to begin marking up the FY 1978 foreign assistance appropriations bill late next 
vveek. As you know, our overriding concerns are with the various prohibitions 
which the House tacked onto IFI aid and with the funding cuts which vvere made in 
the overall request during committee and floor action on the bill. The aim of 
the strategy is to gain back the ground vve lost in the bill passed by the House. 
However, earlier votes this year on Senate amendments to the aid authorization 
bills -- particularly the IFI authorization -- indicate that there is substantial 
Senate support for restrictions on IFI aid. Even if we succeed in convincing the 
Subcommittee to resist such prohibitions, vve will face great difficulty in the 
full Corrmittee and on the floor. We anticipate floor action as early as July 18. 

-- You have recieved the July 7 Vance-Blumenthal memo itemizing presidential ~ 
phone calls. We will have additional information on other calls for you on 
Monday. We believe the Inouye call should be made as soon as possible. 

Public Vbrks~: The CRBR and Barnvvell issues will have been decided by the 
time the Senate resurres consideration of this bill next vveek. Thus, the major 
remaining debate will be on the neutron bomb. Congressional liaison staff has 
been working with NSC staff in an attempt to better define an Administration 
position on this issue in the context of language being considered on the floor. 

BUD/Independent Agencies (Conference): Conferees are scheduled to begin work 
early next week. OMB reports that the Senate passed a floor amendment allowing 
HUD to use $4 BILLION of recaptured funds for new mortgage purchase commitments. 
If this authority is included in the final bill, and is subsequently released, 
OMB believes it could have a significant impact on outlays -- particularly in 1981. 
OMB states that although the budget did not request use of this $4 BILLION, 
some question has been raised as to whether HUD really supports the budget policy. 
HUD reports that among the major issues requiring resolution in conference is the 
Senate's action in cutting by 10% the budget request for 400,000 units of assisted 
housing. 

Iefense: White the Senate may begin consideration of this bill next Friday, it 
probably will not carplete action. Iefense reports that the budget amendment and 
rescission on the B-1 and Cruise Missile should go to the Congress next Monday or 
Tuesday, but it is not clear at this time just how the budget amendment will be 
handled in relation to Senate action on the appropriations bill. 

3. ERDA AUIHORIZATION 

Clinch River Breeder Reactor: The vote will be very close -- too close to call 
at this time -- betvveen the Administration's $33 million position (Bumpers 
amendment) and the $75 million option (Church-Jackson amendment) . 

-- The Energy Committee bill provides for a $150 million authorization; this 
amount was initially favored by Senator Church (the Chairman of the Energy Research 
and :ceveloprent Subcommittee) and was thus incorporated into the original working 
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papers the Carmittee staff presented to the Senators. Because neither the 
Bumpers amendment nor the Church-Jackson amendment got enough votes to prevail 
in Carmittee (both failed by identical 9 to 9 votes), the $150 million figure 
emerged. A minority of the Carmittee and a minority of the Senate favor the 
$150 million authorization but if the Bumpers and Church-Jackson amendments 
are defeated on the Senate floor, it will remain in the bill. 

-- Factors which we have had to overcane are: the opposition of Senator Jackson 
(the Corrmittee Chairman) who has great influence in energy matters; the 
opposition of Senator Church who,- as the ranking Derrocrat on the Foreign 
Relations Corrmittee, has enough credibility to argue against our non-proliferation 
policy (this has hurt us imreasurably in both the Clinch River and Barnwell fights); 
the active opposition of Minority Leader Howard Baker who is arm-twisting 
Republicans and Senator Jim Sasser who is seeking "sympa.thy" votes fran Derrocrats; 
and finally, the confusion which exists throoghoot the Senate on this Administration's 
nuclear power policy generally and on the long-term econanic and international 
implications of the Clinch River and Barnwell decision. 

-- Attached at the end of this report is our latest vote count on CRBR. We can 
win but Presidential and Vice Presidential calls will be necessary to same (// 
undecided or leaning against us. We suggest the following for the President: 
Robert Byrd (to ask for his active help), Humphrey (pro-nuclear voting record ~ 
but gettable, will carry Anderson with him), Sarbanes (voted right as a member a' ,... 
of the House, but now undecided), Muskie (if he votes against us, he could take .,// 
Hathaway with him), Williams (has voted right in the past but is getting home~ 44.
state pressure fran GE), Burdick (very responsive to Presidential requests), J,:.c. 
Stevenson (his support is tenuous), Randolph. We suggest the following calls - /J 
for the Vice President: Huddleston, Brooke, Hathaway, Inouye and Moynihan. 4t~ 

~ 

Barnwell: Again, we face opposition fran the Corrmittee Chairman (Jackson) and 
the SUbcarmi ttee Chairman (Church) who sponsored the amendment in Carmi ttee to 
provide $14 million in federal funds for Barnwell. Our position (the Kennedy 
amendment) favors deleting all but $1 million for a governmental study to determine 
alternative uses for the facility. Senator Hollings is 'M:>rking the Senate Dem:x:rats 
very hard and Senator Thu.mond is making deals with the Republicans. We are 
confronting problems arising from equity arguments (over the years the private 
companies have sunk $250 million into Barnwell at the repeated invitation of the 
federal government, which is now trying to back out of its corrmitm:mt), doubts 
about the validity of our nonproliferation policy, and the relatively small 
amount of money involved. 

-- As in the case of CRBR, the vote will be close. State Department, CMB, _ 
Energy Policy, and Domestic Policy staff are discussing the possibility of 
modifying the Kennedy amendment to meet the political needs of Hollings without 
damaging our non-proliferation policy. Such a modification, if acceptable to 
Hollings, Church, and Jackson, 'M:>uld avoid a close vote (which we would lose) 
and allow us to concentrate all of cur efforts on the CRBR fight. 

4. REORGANIZATION 

In anticipation of sending the Executive Office reorganization proposal to the 
Congress by July 15, CMB intends to schedule White House briefings next week for the 
House and Senate Government Operations Committees Members. These presentations 
will include discussions of your decisions on most aspects of the Executive Office 
reorganization. 
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-- , A special rreeting on the CEQ part of the EOP plan is schErlulErl for Tuesday 
in order for the reorganization staff to discuss this sensitive issue with about 
20 Members of Congress. By letter and through conversations with congressional 
liaison staff, Rep. Dingell finds any proposal to downgrade CEC:l quite offensive 
(as House author of the National Environrrental Policy Act, he was a major force in 
establishing CEQ). Dingell points out that the purpose of legislation establishing 
the CEQ was to strengthen an environrrental voice for all Presidents with a view 
towards those who may not be as sensitive to environrrental issues as you. He 
still intends, however, to work in support of the energy plan, even though he 
believes that extensive legislative action on this reorganization issue might 
tend to focus attention away from congressional consideration of the energy plan. 

5. OUTER CONTENTINAL SHELF 

The OUter Continental Shelf Lands Act Amendrrents (S 9) will be considerErl 
by the Senate next week (probably Tuesday). Most of the differences on the bill 
have been resolvErl. Senator Johnston has agreed to abandon most of his efforts 
to revise the funding formulas and Commerce officials are now negotiating 
cornpranises with the Senator's staff on other, less important issues. 

-- The Administration supports floor amendments to authorize use of bidding systems 
other than the cash bonus system that is now usErl exclusively and to authorize 
issuance of separate leases for exploration and development instead of the 
combination leases that are now requirErl. 

The Administration opposes an amendment that restricts the application of 
NEPA or fErleral safety regulations to existing leases. We also oppose an amendrrent 
compensating fishermen for damage allegErlly done to their gear by OCS exploration 
and developnent. 

6. FARM BilL 

The House has scheduled general debate only on the bill for next Friday and 
will consider amendrrents Tuesday, July 19, and hopes to complete consideration by 
July 20 or 21. The bill will be arrended on the floor to include the food stamp 
provisions reported as a separate bill by the House Agriculture Committee. OMB 
:r:~ports the Administration's bill differs significantly from the House bill, but 
in many instances the House version is less costly and more workable than the 
Senate version which has already passed. Last Friday, OMB and danestic policy 
staff rret with senior officials of the Agriculture Department to discuss which 
policy issues inherent in the House bill should be raised with you. 

-- A major concern in dealing with this bill is keeping Chairman Foley and Rep. 
Poage with us, since they both workErl hard to lessen the adverse budgetary impact 
of the House subcarrnittee bill during full Ccmnittee mark-up. 

In addition, Agriculture is particularly concerned about an expected Repub1ican 
floor arrendment to weaken the Administration's program of sugar support payments. 
Agriculture believes these efforts, (lErl by Dole in the Senate and Reps. Michel 
and Findley in the House) , if successful, could give new vigor to efforts to 
overturn your decision not to implement the sugar recommendations of the ITC 
and could threaten a new round of protectionist developments in Congress. 
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-- Other floor amendments are expected including efforts to increase wheat 
price supports (English, D-Okla), to cash out fcx:rl stamps for the elderly 
(Jeffords R-Vt) , to put an expenditure ceiling on fcx:rl stamps (Mathis, D-Ga) , 
and to require fcx:rl stamp registrants to perfonn local public service jobs to 
work off the cost of the fcx:rl stamp benefits (Findley, R-Ill). HEW reports that 
the bill also contains provisions which affect human nutrition reasearch performed 
by HEW. HEW intends to oppose these provisions and support amendments by Paul 
Rogers (D-Fla) to clarify noninterference by USDA in HEW nutrition research. 

7. CLEAN AIR CONFERENCE 

It is still uncertain when the conference on the bill will begin even though 
both the Senate and House have named their conferees. EPA reports that Senator 
Muskie has expressed concern that the Senate conferees ma.y not be able to meet 
on the bill until after the August recess because of their camri. tment to work 
on the water pollution amendments. UAW believes there is a strong possibility 
of auto industry layoffs in August if there is not a conference agreement prior 
to the recess, and is pushing for ear 1 y action in conference. 

8. THE M:KINNEY IDMINATION 

-- We are rrounting an effort for the July 15 and 18 hearings on Robert 
M::Kinney' s nomination for Chairman of the Harre loan Bank Board. At this time, 
9 of the 15 camri.ttee members are likely to support the nomination, unless the 
hearings are disastrous. Chairman Proxmire is openly hostile, and we count 
Riegle and Sarbanes as skeptical. Brooke, Heinz, and Sparkman are question 
marks. 

-- The issues will be red-lining, conflict of interest and insider loans by the 
McKinney bank. Rep. Rosenthal, probably at Proxmire' s urging, has opened 
a companion investigation dealing directly with insider loans and other aspects 
of McKinney's financial background. 

-- The Rosenthal investigation must be viewed as a major threat. He will have 
negative information for the record in the Senate hearings, and may even testify 
himself if the facts warrant it. Rosenthal could request the hearings be postponed 
to give his investigation time to develop. We are 'M:>rking on several fronts to 
avoid troubles here. 

-- Congressional liaison and domestic policy staff are 'M:>rking closely with 
Bob McKinney, and he seems to be pleased with our efforts. 
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FLOOR ACTIVITIES FOR WEEK OF JULY 11 

House 

Monday 2 suspensions (2/3 vote, no amendments) as follows: 

1) H.J.Res. 24, National Lupus Week. To be managed by Rep. Bill Lehman 
(D-Fla), Chainnan, Post Office Census and Population Subcarmittee. 

Bill Summary: The resolution designates the week of September 18, 1977, 
as National Lupus Week (lupus erythematosus is a chronic, often fatal disease 
of connective tissue between the vi tal organs) . 

2) H.R. 2960, Signers of Declaration of Independence Mem:>rial. To be managed by 
Rep. Lucien Nedzi, Chainnan, Libraries & Merrorials Subcarmittee (House 
Administration) . 

Bill Summary: The bill authorizes the Interior Secretary to establish a memorial 
in honor of the signers of the Declaration of Independence, in Constitution 
Gardens in D.C. The merrorial -would be financed by funds raised fran the sale 
of Bicentennial medals, not to exceed $500,000. According to CMB, the 
Administration -would have no objection to the enactment of this legislation 
provided it is amended to reflect the dissolution of the American Revolution 
Bicentennial Commission on June 30, 1977. 

H.R. 5023, Indian Claims, Statute of Limitations. To be managed by Rep. George 
Danielson (D-Cal) Chainnan, Administrative Law and Governmental Relations 
Subcommittee (Judiciary). Before the July 4 break, the House and Senate passed 
a resolution extending the statute of limitation on Indian claims until 
August 18, 1977, to prevent it from expiring before Congress has an opportunity 
to act on this bill. Reps. Cohen (R-Maine) and Foley (D-Wash) are expected 
to offer amendments to extend the statute of limitations for two years only. 
(The bill provides a 4~ year extension.) 

Tuesday -- 8 suspensions as follows: 

1) H.R. 6827, Safe Drinking Water Act Arr.errlrnents. To be managed by Rep. Paul 
Rogers, Chainnan, Health & Environrt'alt Subcommittee (Interstate and Foreign 
Carmerce). 

Bill Sunmary: The bill authorizes $71 million for FY 1978 and $81 million 
for FY 1979 for EPA programs under the Safe Drinking Water Act. According 
to CM3, the Administration supports enactment of the bill with the exception 
of: 1) budget increase for derronstration of water supply technology ($20 
million over R&D request) ; and, 2) establishment of an environrt'altal disaster 
fund for Water Supply (new program authorized at $8 million). CM3 also 
expresses concern about the congressional trend of requiring federal agencies 
to rreet procedural requirerrents (i.e. requesting state pennits and meeting 
state recordkeeping requirements) as well as the substantive state requirements. 

2) H.R. 7678, American Battle Monuments Commission Members. To be managed by 
Rep. Carney (D-Ohio), Chainnan, Cemetaries & Burial Benefits Subcommittee 
(Veterans Affairs) . 
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Bill Summary: The bill provides that any retired member of the armed forces 
recalled to active duty and detailed full-time to the Commission shall not 
count against the active duty strength authorizations of the administrative 
ceilings of OOD or the military departments concerned. According to CMB, the 
Administration supports the bill but believes it should be changed to stipulate 
that the salaries military rrernbers detailed to the Commission should be funded 
directly from Commission appropriations rather than from Defense appropriations. 

3) H.R. 7658, Housing for Certain Disabled Veterans. 'Ib be managed by Rep. 
Jack Brinkley, Chainnan, Housing Subcanmittee (Veterans Affairs) . 

Bill Surrm:rry: The bill extends eligibility for specially adapted housing 
grants to veterans who have lost, or lost use of, one upper and one lCMer 
extremity, and thus cannot rrove without braces, crutches, canes, or a 
wheelchair. According to CMB, the bill ~uld allCM liberal benefits (50% 
of the cost of housing, up to $25,000) to go to veterans using braces or a 
cane, who have little need for the special fixtures or facilities conterrplated 
by the basic law. Thus, CMB ~uld prefer to limit enti tlerrent to those 
veterans using crutches or a wheelchair. 

4) H.R. 7345, Veterans' and Survivors' Pension Adjustrrent Act. 'Ib be managed by 
Rep. Sonny Montgorn2ry, Chainnan, Pension & Insurace Subcammi ttee (Veterans' 
Affairs). 

Bill SLnrrnary: The bill provides a 7% cost-of-living increase for veterans' and 
survivors' non-service-connected pensions and for parents' dependency and 
indemnity income limitations, effective January 1, 1978. It also increases incone 
limitations to insure that no veterans or other beneficiary will lose a pension 
soley because of the 5.9% soc~al security increase effective July 1, 1977. 
In addition, it increase pensions 25% for World War I widows at age 78. 
According to CMB, the Administration ~uld favor enactrrent of the bill if it 
were changed to provide cost-of-living increases which are consistent with 
current consumer price index projections, and if the provision increasing the 
pension of widows is deleted (with these changes, the bill would be identical 
to the Administration's pension increase proposal). 

5) H.R. 186, International Navigation Rules. 'Ib be manged by Rep. John Murphy (D-NY) , 
Chainnan, M3rchant Marine & Fisheries Committee. 

Bill Summary: The bill i.rrplerrents the 1972 Convention on the International 
Regulations for Preventing Collisions at Sea and also provides that any 
arn2ndrrent to the regulations ~uld be subject to disapproval by concurrent 
resolution of both Houses. According to OMB, the Administration supports the 
purpose of the bill, but is strongly opposed to the disapproval procedure on 
constitutional grounds. 

6) H.R. 7462, Limit Federal-Aid Highway Act Obligations. 'Ib be managed by Rep. 
Jim Howard (D-NJ) , Chainnan, Surface Transportation Subcorrmi ttee (Public Works & 
Transportation) . 

Bill Summary: The bill establishes a FY 1978 ceiling an obligations for 
Federal Aid Highway projects of $7. 4 BILLION, and prohibits the Transportation 
Secretary from controlling the obligation rate by allocating ceilings arrong 
the states or by setting priorities among projects. The purpose of the 
bill is to set the obligation ceiling through authorizing legislation so 
that the Public Works Committee can consider changes in the ceiling from 
year to year. According to CMB, the Administration opposes the bill as 
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unnecessary and undesirable because it would unduly restrict the Secretary of 
Transportation's flexibility to administer Federal-Aid Highway funds in 
a manner which is equitable to all states. 

7) H.R. 7738, Trading with the Enemy Reform Act. To be managed by Rep. Bingham, 
Chairman, International Economic Policy & Trade (International Relations) . 

Bill Surrrnary: The bill redefines the President's J?OWer to regulate 
international economic transactions in wars or national emergencies, by 
separating war and non-war authorities. It preserves the President's 
existing wart.irre authorities but subjects his national emergency J?OWerS 
to congressional review. According to CMB, several sections of the bill are 
consistent with provisions supported by the Administration. However, on 
constitutional grounds, the Administration strongly opposes the provisions 
which permit Congress, by concurrent resolution, to nullify regulations issued 
by the President and to terminate national emergencies declared by the 
President. CMB also points out that the bill fails to include a provision 
making the Export Administration Act pennanent legislation, as urged by the 
Administration to assure continuation of the government's export control 
program. 

8) H.R. 7792, Franked Mail Act. To be managed by Rep. Udall, Chairman, Task 
Force on Use of the Frank (Select Ethics Ccmnittee). 

Bill Surrmary: The bill incorporates into pennanent law the limitations on 
use of the congressional frank adopted by the House last March as part of 
its new ethics ccxie. 

H.R. 2963, Marit.irre Authorization. To be managed by Rep. John Murphy, 
Chainnan, Merchant Marine & Fisheries Ccmnittee. 

Bill Summary: The bill authorizes $553.6 million for several marit.irre 
programs for FY 1978. According to OMB, the Administration does not oppose 
the authorization levels in the bill, but believes the increase in student 
allowances at the Marit.irre Academy fran $600 to $1200 is unwise. Numerous 
arnendrrents are expected including the following by Rep. M::Closkey (R-eal): 
1) to prohibit operating subsidies to any shipping company unless it fully 
cooperates with the Federal Maritime Ccmnission in its investigation of 
illegal rebates; 2) to require that no subsidies be paid for shipborad 
wages which are higher than the average shipboard wages among those Western 
European industrialized countries with standards of living similar to the 
U.S.; 3) to require that any ships which receive operating or construction 
subsidies must be committed to the Sealift Readiness program in a national 
emergency; 4) to reduce the construction subsidy for a ship by 5% unless the 
Secretary of Commerce determines that the ship is part of an existing or 
future vessel construction series; 5) to eliminate the propdsed $126 million 
construction subsidy for three liquefied natural gas vessels; 6) to eliminate 
a proposed $19. 3 million subsidy for carrying grain to the Soviet Union in 
U.S. ships; 7) to limit new operating subsidy contracts to one year instead 
of the current 20 years, while a new marit.i.Ire policy is being formulated. 
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Wednesday -- H.R. 2777, National Consumer Cooperative Bank Act. To be managed by 
Rep. St Gennain, Chairman, Financial Institutions Supervision, Regulation 
& Insurance Subcorrmittee (Banking & Urban Affairs). 

Bill Stmna.ry: The bill establishes a National Consumer Cooperative Bank 
to make loans at market interest rates to consurner cooperatives. The 
bill also establishes an Office of Consumer Cooperatives in ACTION to 
provide technical assistance and to help finance new co-ops, especially 
in inner-city areas. According to OMB, the bill would allow the bank 
$500 million of federal equity funding over 5 years and up to $5 BIIJ..IOO 
of federal purchase of bank notes. Treasury will be working in support 
of a substitute bill in the fonn of an arrendment offered by Reps. Ashley 
and LaFalce (D-NY) which would establish a two-year, derronstration project 
to test the need for such a bank. Secretary Blumenthal's talk with 
Chairman Reuss resulted in an agreerrent by Reuss not to link the IFI 
authorization bill with St Gennain's position on this bill. 

-- H.R. 3816, Federal Trade Carmission Act Airendments. To be managed by 
Rep. Eckardt, Chairman, Consurner Protection & Finance Subconmittee 
(Interstate & Foreign Commerce). 

Bill Surrmary: The bill authorizes $63 million for FY 1978 and $70 million 
for FY 1979 for operations of the Fl'C and makes several changes in the 
Corrmission' s functions and procedures. According to CMB, the Administration 
favors the bill but opposes those provisions which would: 1) restrict 
Executive Office of the President involvement in personnel selection, 
2) require that budgetary and legislative requests or recommendations 
submitted to the President and OMB by the Fl'C be simultaneously transmitted 
to the Congress, and 3) authorize appropriations in excess of the budget 
request. Airendments are expected, including one by Rep. Levitas to provide 
for a congressional veto of FTC regulations. 

Thursday -- H.Res. 658, Establishing a Select Intelligence Conmittee. To be managed 
either by Rep. Bolling or Rep. Gillis Long, members of the Rules Corrmi ttee. 
Due to time constraints, the House did not act on this resolution the 

Friday 

week of June 27. 

H.R. 4287, Federal Mine Safety and Health Act of 1977. To be managed by 
Rep. Gaydos, Chairman, Corrp=msation, Health & Safety Subcc:mni ttee 
(Education & Labor) . 

Bill Surrmary: The bill transfers the federal mine health and safety 
program from Interior to the Labor Departrrent and extends the coal act 
coverage to noncoal mines. According to CMB, the Administration supports 
the bill, but also believes that futher legislation is needed to strengthen 
the provisions of the bill. Labor Department expects the Cc:mnittee 
leadership to head-off any major floor amendments. 

H.R. 7171, Agricultural Act of 1977. General debate only. To be managed 
by Chairman Foley. 

The House may also consider the following conference reports during the ~ek: 
Defense Authorization, NASA Authorization, Treasury/Postal Service Appropriations, 
Youth Employment, Interior Appropriations, State/Justice/Commerce Appropriations, 
and Transportation Appropriations. 
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Senate 

-- The Senate convenes at 1: 00 PM on M::mday and will devote two hours to the 
nomination of Robert Neutor to be Deputy Administrator of AID. 

-- The next order of business will be the ERDA Authorization bill which will 
raise the Clinch River and Barnwell issues. 

-- After disposition of the ERDA Authorization measure, the Senate will resume 
work on the Public Works Appropriations bill and the neutron banb debate. 

Then the Senate will take up the OUter Continental Shelf bill and, if that 
legislation is disposed of, move on to the OOD Appropriations bill by week's end. 



7/8 SENATE CRBR PRELIMINARY COUNT 

+ L+ ? L-

Cranston Stermis Anderson DeConcini Baker 
Hart Bielen fuynihan Hayakawa Sasser 
Haskell Roth Case Lugar Johnston 
Bumpers Culver ~lcher Inouye Weicker 
Gravel Ribicoff furgan Talmadge funari.ci 
~tcalf Bayh Sarbanes Stone Bartlett 
Durkin Clark Muskie Pell Jackson 
Abourezk Hathaway Heinz Burdick Church 
Hatfield Stevenson iliafee Hollings McClure 
Leahy Packwood Wallop Randolph Hansen 
Proxmire Schweiker iliiles Danforth Laxalt 
Nelson Javits Hatch Pearson 
Ford Stafford Williams IX>le 
Matsunaga Brooke Huddleston Nunn 
Metzenbaurn Humphrey Goldwater 
McGovem Bentsen Stevens 
Riegle Sparkm:m 
Byrd, R. Allen 
Glenn long 
McClellan Griffin 
Percy Eastland 
Mathias Curtis 
Zorinsky Carmon 
Mcintyre Helms 
Kermedy Bellrron 
Eagleton Th.unmnd 

Tower 
Gam 
Byrd, H. 
Scott 
Magnuson 
Schmitt 
Young 

26 14 16 11 33 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

Bert Lance 
Stu Eizenstat 
Jack Watson 

Re: Proposed Fiscal Year 1977 
Supplemental Appropriations for the 

Legislative Branch and the Small 
Business Administration & 1978 
Budget Amendments for the Legislative 
Branch. 

The attached was returned in the President~'s 
outbox and is forwarded to you for your 
information and appropriate action. 

The signed letter to the Speaker of the House 
has been given to Bob Linder for appropriate 
handling. 

Rick Hutcheson 

cc: Bob Linder 



SIGNATURE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D .C. 20503 

THE PRES ID:ZST P .. AS SEEN. 
July 6, 1977 

THE PRESIDENT /? ~ 
Bert Lance {~e-..-

Proposed Fiscal Year 1977 Supplemental Appropriations for 
the Legislative Branch and the Small Business Administration 
and 1978 Budget Amendments for the Legislative Branch 

Attached for your approval are the following: 

- Requests for fiscal year 1977 supplemental appropriations totalling 
$314 thousand and fiscal year 1978 budget amendments totalling $2.6 mil
lion for the legislative branch. Requests from the legislative branch 
are required by law to be transmitted without change. These proposals 
will increase fiscal year 1977 outlays by $314 thousand and fiscal year 
1978 outlays by $2.6 million. 

- A request for $200 million for additional capital for the Small Business 

j Administration's disaster loan fund. These funds would provide financial 
L ~ . assistance to victims of the recent floods in West Virginia, Kentucky, 
~ _ Virginia, Louisiana, and Missouri, and other declared disasters. 

Financial assistance is provided in the form of loans for the rehabili
tation of damaged or destroyed property. Given the current rate of 

~ ~ applications, there are only enough funds presently available to cover 
~~J~ f_J the program through the third. week of .hly, 1977 .. In addit:i.C'n to 

~)/.~ providing for sufficient funding to carry the program through the 
o~ ,? remainder of this fiscal year, this request provides for a contingency 
r~ ,. ~~ to cover disasters not yet declared and funds to accomplish the planned 
~f~- fiscal year 1978 program level. This proposal reflects the Agency's 
~ 1 request of $200 million. This proposal has been included in the 

~ :J.~ Senate version of the fiscal year 1978 Departments of State, Justice, 
~- ~,.J1and Commerce, the Judiciary, and Related Agencies Appropriation Bill. 

~ This request -also provides for the transfer of $500 thousand from the 
/,~~ l~ ~ fund to cover the administrative costs associated with processing the 
~ .L~( increased number of loan applications. This proposal will increase 
~ tr'J fiscal year 1977 outlays by $45 million and fiscal year 1978 outlays r· by $75 million. 

Recommendation 

That you sign the letters transmitting these proposals to the Congress. 

Attachments 



THE WHITE HOUSE 

WASHINGTON 

The Speaker of the 

House of Representatives 

Sir: 

I as k t he Congress to consider proposed supplemental appropriations 
for fiscal year 1977 in the amount of $314,300 for the legislative branch, 
and in the amount of. $200,000,000 for the Small Business Administration, 
and amendments to the request for appropriations for the fiscal year 
1978 in the amount of $2,586,000 for the legislative branch. 

The details of these proposals are contained in the enclosed 
letters from the Financial Clerk of the U.S. Senate, the Director of the 
Congressional Budget Office, the Librarian of Congress, the Comptroller 
General of the United States, the Executive Secretary of the Cost 
Accounting Standards Board, the Acting Director of the Office of 
Technology Assessment, and the Director of the Office of Management and 
Budget. I concur with their comments and observations. 

Respectfully, 

Enclosures 

... 

..., --·-·~""' ..... ___ _ 



MEMORANDUM TO: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

THE PRESIDENT 

Jack Watson 
Jane Frank July 8, 1977 

RE: Proposed 
July 11, 

for Cabinet Meeting on 

1. Comments on weekend meeting with the Governors 
on the National Energy Plan. 

2. Announce up-coming visits of German Chancellor 
Helmut Schmidt and Israeli Prime Minister Begin. 

3. Invite Cabinet Members to attend presentation 
at 1:30 p.m. in the Rose Garden of the Presidential Medals 
of Freedom. The winners are the late Martin Luther 
King, Jr., and Jonas Salk. (Joe Califano and Griffin Bell 
received specific invitations on Friday--Joe is planning 
to attend, Griffin was uncertain.) 

4. Comments from Cabinet Members. 

CC: The Vice President 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

Bert Lance 

For your information, the attached 
was returned in the President's 
outbox and forwarded to Bob Linder 
for appropriate handling. 

RiCk Hutcheson 

cc: Bob Linder 

Re: , Proposed Fiscal Year 1978 Budget 
.Amendment for the Veterans 

Administration 



SIGNATURE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 
.• . 

t:'·: 

1-'1f1i 1n~ 
rpu"'C' 'ODrs,..nT"'~ )...) f • t 

~ ... ....-::. J. uiT P~iiS SEEN. 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

July 1, 1977 

The President /}~ 

Bert Lance ~~ .-.-

Proposed Fiscal Year 1978 Budget Amendment for 
· the Veterans Administration 

Attached for your signature i s a request for a $5 million fiscal year 
1978 budget amendment for the Veterans Administration. This amendment 
will permit the Veterans Administration to increase the f unds granted 
to States to construct facilities for furnishing care to veterans. 
The fiscal year 1978 Budget endorsed a legislative proposal to increase 
the authorized amount for grants to States from $10 to $15 million per 
year. This legislation has been passed with certain modifications by 
the Congress and currently is awaiting your signature for enactment. 
These funds have been added by Senator Proxmire to the Senate version 
of the fiscal year 1978 Department of Housing and Urban Development
Independent Agencies Appropriation Bill. The Senator has been told. 
that a formal request by the Administration will be transmitted to the 
Congress. This budget amendment will confirm the Administration's 
approval of this increase. This proposal will not. increase budget 
outlays over current estimates because this proposal was included, as 
an item for later transmittal to the Congress, in the fiscal year 1978 
Budget . 

Recommendation 
t: 

That you sign the letter transmitting this proposal to the Congress. 

Attachment 



THE WHITE HOUSE 

WASHINGTON 

The President 

of the Senate 

Sir: 

I ask the Congress to consider an amendment to the request for 
appropriations for the fiscal year 1978 in the amount of $5,000,000 for 
the Veterans Administration. 

The details of this proposal are contained in the enclosed letter 
from the Director of the Office of Management and Budget. I concur 
with his comments and observations. 

Respectfully, 

Enclosure 
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THE WHITE HOUSE 

WASHINGTON 

July 11, 1977 

Bert Lance 
Stu Eizenstat 
Jack Watson 

Re: Proposed Fiscal Year 1977 
Supplemental Appropriations for the 

Legislative Branch and the Small 
Business Administration & 1978 
Budget Amendments for the Legislative 
Branch. 

The attached was returned in the President~'s 
outbox and is forwarded to you fo r your 
information and appropriate action. 

The signed letter to the Speaker of the House 
has been given to Bob Linder for appropriate 
handling. 

Rick Hutcheson 
.. 

cc: Bob Linder 



SIGNATURE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

.- ! i " (1. 

\ t! l l II '. II ' .,._. 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON . D .C. 20503 

TH~ ~E~S IDZJ.1"T P..AS SEEN. 
July 6, 1977 

THE PRESIDENT ~ ~ 

Bert Lance ~~ "'- -

Proposed Fiscal Year 1977 Supplemental Appropriations for 
the Legislative Branch and the Small Business Administration 
and 1978 Budget Amendments for the Legislative Branch 

Attached for your approval are the following: 

- Requests for fiscal year 1977 supplemental appropriations totalling 
$314 thousand and fiscal year 1978 budget amendments totalling $2.6 mil
lion for the legislative branch. Requests from the legislative branch 
are required by law to be transmitted without change. These proposals 
will increase fiscal year 1977 outlays by $314 thousand and fiscal year 
1978 outlays by $2.6 million. 

- A request for $200 million for additional capital for the Small Business 

j Administration's disaster loan fund. These funds would provide financial 
L ~ / · assistance to victims of the recent floods in West Virginia, Kentucky, 
~ r ~ Virginia, Louisiana, and Missouri, and other declared disasters. 

Financial assistance is provided in the form of loans for the rehabili-
tation of damaged or destroyed property. Given the current rate of 

~ ~ applications, there are only enough funds presently available to cover 
.~~~ ~ the program through the third week of Jul~ 1977. In addition to 

~-)~ ~ providing for sufficient funding to carry the program through the 
o~ ,9 remainder of this fiscal year, this request provides for a contingency 
r~ ,. ~~ to cover disasters not yet declared and funds to accomplish the planned 
~f~- fiscal year 1978 program level. This proposal reflects the Agency's 
~ 1 request of $200 million. This proposal has been included in the 

~ :J.~ Senate version of the fiscal year 1978 Departments of State, Justice, 
~-J~~,_/1and Commerce, the Judiciary, and Related Agencies Appropriation Bill. 

~- This request also provides for the transfer of $500 thousand from the 
l4~ l~ fund to cover the administrative costs associated with processing the 
II" _ L (II" I~ increased number of loan applications. This proposal will increase 
~1,-1 fiscal year 1977 outlays by $45 million and fiscal year 1978 outlays 

jV' by $75 million. 

Reconnnendation 

That you sign the letters transmitting these proposals to the Congress. 

Attachments 
ElectNitatiC Copy Made 
for Praaarvatlon Purposes 



THE WHITE HOUSE 

WASHINGTON 

The Speaker of the 

House of Representatives 

Sir: 

I ask the Congress to consider proposed supplemental appropriations 
for fiscal year 1977 in the amount of $314,300 for the legislative branch, 
and in the amount of $200,000,000 for the Small Business Administration, 
and amendments to the request for appropriations for the fiscal year 
1978 in the amount of $2,586,000 for the legislative branch. 

The details of these proposals. are contained in the enclosed 
letters from the Financial Clerk of the U.S. Senate, the Director of the 
Congressional Budget Office, the Librarian of Congress, the Comptroller 
General of the United States, the Executive Secretary of the Cost 
Accounting Standards Board, the Acting Director of the Office of 
Technology Assessment, and the Director of the Office of Management and 
Budget. I concur with their comments and observations. 

Respectfully, 

Enclosures 
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I. PURPOSE 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

I HE f'liliSID.c.;.NI HAS SEEN . 

MEETING WITH BERT LANCE, ET AL 

Monday, July 11, 1977 
2 p.m. ( 3 0 min. ) 

Cabinet Room 

From: Bert Lance 0 
Jim Mcintyre 
Harrison Wellford~ 

2..: 0 0 

To obtain your decisions regarding the Executive Office 
of the President (EOP) study recommendations and the 
legislative strategy which should be pursued. 

II. BACKGROUND, PARTICIPANTS, AND PRESS PLAN 

A. Background: On Thursday, July 7, we discussed the 
EOP Study Team's findings, options and recommenda
tions for the Executive Office of the President 
with you, the Executive Committee and the senior 
White House staff. Based upon that meeting, you 
indicated that you wanted to consult with your 
staff before reaching any final conclusions. This 
meeting has been scheduled to discuss these recom
mendations further, if needed, and to obtain your 
decisions regarding them. 

B. Participants 

Executive Committee 

Vice President Mondale 
Bert Lance 
Alan Campbell 
Charles Schultze 
Dick Pettigrew 

ElectroMatic Copy Made 
for "-rvatton Purposes 



White House Staff 

Hamilton Jordan 
Stu Eizenstat 
Frank Moore 
Jody Powell 
Jack Watson 
Robert Lipshutz 

-2-

Reorganization Project 

Jim Mcintyre 
Harrison Wellford 
A. D. Frazier 

c. Press Plan: White House photographer 

III. TALKING POINTS 

See "Background" section 
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COW:i'IBENTIAb-

THE W HI T E HOUSE 

WASHINGTON 

July 11, 1977 

Secretary Blumenthal -

The attached was returned in 
the President 1 s outbox. It is 
forwarded to you for your 
information. 

Rick Hutcheson 

Re: Cargo Preference -
State & NSC Views 

.;..~ -.. -



THE ?RESIDEL""1T HAS SEEN. 

THE SECRETARY OF THE TREASURY 

WASHINGTON 20220 

July 8, 1977 

MEMORANDUM FOR THE PRESIDENT 

FROM: W. MICHAEL BLUMENTHAL, CHAIRMAN 
ECONOMIC POLICY GROUP 

SUBJECT: STATE AND NSC VIEWS ON CARGO PREFERENCE 

The Domestic Council has asked that I relate to 
you how State and NSC views on cargo preference were 
developed in the EPG and forwarded to you. 

1. On June 17, I sent you the EPG decision memo, 
with appendix, on cargo preference (attached) . This 
document fully reflected the views of NSC and State 
and also of other interested agencies in the Executive 
Branch. State and NSC participated in two EPG discussions 
on this subject, and received copies for comment of the 
several drafts of the EPG report to you. State in 
particular participated actively in developing the 
options in the EPG report, and the NSC provided views 
on the various options. At two points State submitted 
lengthy written comments on the subject which were 
integrated into the EPG report. 

2. The detailed presentation of the three EPG 
options, in which State and NSC participated, were 
detached by Rick Hutcheson, and were never forwarded 
to you in the final package; you only received the 
summary of the EPG options, although this did reflect 
in brief form all of the specific arguments made by 
State and NSC. 

3. I understand that the Vice President, Stu Eizenstat, 
and Bob Strauss submitted separate memos with revised options, 
on which you based your decision. Neither NSC, State, 
Charlie Schultze, nor I participated in that process; nor 
did we know that these additional papers were going to you. 
To the best of my knowledge, the revised options were not 
presented for comment to any of the interested EPG agencies. 

Electroetatle Copy Made 
for Pr•ervation Purposes 
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This is a good illustration of the imperfections in 
the present decision making process, and in the paper 
flow to your office, on economic matters. Frequently, 
the EPG decision memo, which reflects the views of all 
interested agencies, is submerged under memos by others, 
and supplemented by other decision memos, which are not 
fully staffed out. 

There is clearly an important need to clarify how 
EPG decision memos, representing various agency views, 
are to reach you, and to ensure that the paper circulation, 
with comments and alternative suggestions to you, is 
regularized. 

Stu, Charlie, Bert, and I have discussed this problem 
at length, and I think we are in agreement on what changes 
to recommend to you. I hope that, in the context of EOP 
reorganization, we can clarify procedures and jurisdictions 
so that we will avoid similar problems in the future. 

Attachment: EPG Report on Oil Cargo Preference, as 
submitted to the White House. 



THE: SECRETARY OF THE TREASURY 

WASHINGTON 20220 

June 17, 1977 

1·1EHOR .. '\NDUH FOR THE PRESIDENT 

FROH: W. MICHAEL BLUHENTHAL 
CHAiill•lAN, ECONOHIC POLICY GROUP 

SUBJECT: OIL CARGO PREFERENCE 

In Narch the EPG unanimously recommended that you 
oppose oil cargo preference legislation, and suggested 
we might explore alternative ways of assisting the 
maritime industry. You then directed Commerce and 
White House staff to consult further on the Hill and 
'\vith industry groups. 

These consultations indicate that while the maritime 
interests '\vould support a modified version of the cargo 
preference bill (H.R. 1037}, they consider alternative . 
forms of assistance inadequate and would strongly oppose 
them as a substitute for cargo preference. 

During the campaign you made several statements about 
the need for a viable U.S. maritime industry, which 
maritime interests understand as commitments to support 
cargo preference. It appears that your campaign G_onuni tment 
was to increase the number of seagoing jobs and not to 
assist the ship?uilding industry. · 

The House Subcommittee · on Me.rchant Marine is pressing 
the Administration for a decision. There is also an 
intensive lobbying effort underway on behalf of cargo 
preference by a coalition of shipbuilders, . ship operators 
and marine supportive industries • .. 

The EPG has reviewed this issue again and presents three 
alternative proposals. 

OPTION 1: Support a modified form of cargo prefere-nce, with 
a reduced preference percentage, a stretched out implementa
tion timetable, and provision for limited foreign-built 
tanker participation. (Commerce and Labor support.) · 
Pro: This is acceptable to maritime interests. Impact on 
national security cuts both ways: Commerce believes U.S.
flag ships would be more reliable in emergencies; State 
and DOD do not see that. as a benefit since foreign ports 



~ight be closed to U.S.-flag ships. It would create 2100 
to ~600 new seagoing jobs, a possible 13,500 transitional 
shipyard jobs after 1980, plus some near-term shipyard 
bus iness for reconstruction of foreign-built tarrkers. The 
u.s. balance o~ payments could improve by $95-$150 million_ 
Hight improve tanker safety and pollution avoidance. Age 
limit would prevent· use of obsolescent tankers in preference 
trade. 
Con: Annual cost throngh higher oil prices is estimated 
at $233-$884 million depending on level of oil imports in 
1985 and final form of the wellhead tax. If the wellhead 
tax exempts cargo preference oil, the annual cost per job 
created ranges from '$23,000 to $111,000. CEA estimates 
the net impact on the economy . as a \·lhole ' would be a decrease 
in total employment and .GNP. Would be contrar~ to London 
Slli~~it pledge to reject protectionism,.would r2verse U.S
~vlicy favoring free competition, . could trigger emulation 
by others, and would violate U.S. treaties with more than 
30 countries. 

OPTION 2: Expanded use of operating subsidies. (Supported 
by State, CEA, NSC, DOD, DQT and the Special Assistant to 
the President for Energy; OMB supports without a cap on the 
subsidy. Treasury and FEA support option 2 or 3.) 
Pro: · By relaxing restrictions on eligibility for operating 
subsidies, and increasing operation subsidies from the curren 
level of $400 million per year to $500 million per year, 
5,000 additional seagoing jobs could be created ~t an annual 
cost per job of $20,000. Would not increase the cost of oil 
and, therefore, would not have the inflationary. impact of 
cargo preference. Would not have the adverse foreign policy 
repercussions of cargo preference. · 
Con: Is strongly opposed by maritime interests as an alterna 
tive to cargo preference. They argue that independent 
operators will not ~e attracted and that the major oil com
panies with their company unions will be the primary benefi
ciaries. Shipbuilders oppose since no new ship construction 
\·7ould be generated. Further consultation and staffing are 
needed if you choose this approach since it would mean 
basic changes in long standing subsidy programs,. including · 
a budgetary ceiling for the first time. A recent OMB 
attempt to cap existing subsidies was strongly opposed. 

OPTION 3; Extend the Jones Act, which requires U.S. ships 
for domestic commerce, to the Virgin Islands for oil
(Treasury and FEA support option 2 or 3. State supports 
option 3 in conjunction tvi th option· 2 if needed.) 
Pro: Could create 2,000 seagoing jobs \vith the cost likely 
to be absorbed by the refiner thereby avoiding the infla
tionary impact of cargo preference. After years of resisting 



- . . Aro~rada Hess, the only refinery in the Virgin Islands, is 
no longer oppos.ing extension of the Jones Act since the 
oil import fee system '\vill make it cheaper to use U.S-
flag ships. 
Cor!: Haritime interests oppose this as a substitute· for 
cargo preference because they believe the Congress \-Till 
extend the Jones Act to their benefit in any event. There 
is also concern that it could serve as a precedent to 
complete extension of the Jones Act to . the Virgin Islands 
\·lhich could impact negatively on tourism, the islands' 
major industry. 

ADDITIONAL ISSUE: In-depth study of the maritime industry_ 
(Supported by State, Conu-nerce, OHB, CEA, NSC, DOD, DOT, 

FEA, and the Special Assistant to the President for Energy_ 
Treasury supports \~Ti th option 3.} This fllould !Je a broad 
st~dy of all aspects of the maritime industry including 
Lte various gover~ent support measures, regulation of 
shipping, and anti-competitive arrangements of foreign 
carriers. The study would seek to develop a long-run 
national maritime policy in preparation for dealing \vith 
future requests for assistance and to assure that U.S. 
maritime needs are met. Such an in-depth study might be 
a fourth option by itself, but since it would entail a 
substantial further delay, it: would be opposed by maritime 
interests. 

Background on the maritime industry and a detailed 
elaboration of the pros and cons of L~e foregoing options 
are attached. In view. of the economic and political com
plexity of this issue, I recommend that you have a_brief 
meeting with Cabinet members and advisers most concerned 
before you make a final decision. 

RECOHHENDATION 

That you convene a Cabinet-level meeting on this subject. 

Approve ____________ _ Disapprove -------
DECISION 

OPTION 1: Hodified Oil Cargo Preference 

Approve Disapprov~ 

OPTION 2: Expanded Use of 0Eeratin~ Subsidies 

Approve Disapprove 

OPTION 3: Extend the Jones Act to Virgin Islands for Oil 

Approve Disapprove ' .. 

ADDITIONAL ISSUE: In-Depth Study of the Maritime Industry 

Approve Disapprove 
- ~ ~ . . .. ... ·- -·· . . 
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ANNEX 
- 1 -

BACKGROUND ON HARITIME INDUSTRY 

A. World Tanker Fleet. At present, approximately 
10 percent of the world tanker fleet is in lay-up and 
an additional 10 percent is underemployed. Tankers 
nmv under construction \'Till more than offset future 
scrappage of tankers. This ~urplus tonnage in the world 
tanker market is expected to continue at least through 
1981. The Department of Commerce estimates the tanker 
surplus will end in the early 1980's. o~m, CEA, State 
and CIA estimate the surplus could last through 1985. 
Of the 245 tankers in the U.S. fleet, 10 are currently 
idle. With the additional demand generated by the stra
tegic petroleum reserve and Alaskan North Slope oil, U.S. 
tankers \vill be fully employed from the fourth quarter 
of 1977 at least through 1978. 

B. Employment of U.S. Seamen/Shipyard Workers. Jobs 
for u.s. seamen have declined from about 56,000 in 1970 
to about 44,000 today due to more efficient ships requiring 
smaller crews and the decline in the number of U.S.-flag 
ships. · carriage of Alaskan North Slope oil and the stra
tegic petroleum reserve will increase U.S. seagoing employ
ment by 700 jobs beginning in late 1977; by 1980 an 
additional 875 jobs will be created. Significant layoffs 
of shipyard workers will occur over the next year regard
less of action on cargo preference. Cargo pref ererice · could 
shorten the duration of layoffs and · permit employment to 
remain roughly at current levels through the eafly 1980's 
if oil imports are about 10 million barrels/day. 

C. Federal Assistance to the U.S. Maritime Industries. 
Total Federal outlays for all subsidies to the maritime 
industry in FY 1977 are about $786 million including: 
$2~6 million for ship construction; $388 milliori for ship 
operating costs; $62 mil.li-on in captive carriage of P.L. 480 
grain shipments; and $100 million tax subsidy through the 
Capital Construction Fund program. You added $152 million 
in new budget authority to the Ford Administration's 
proposed FY 1978 budget for subsidies to the maritime industry. 

Despite Federal support, the U.S.-flag tanker share of 
u.s. international trade was less than~ percent in ·l976. 
(Another 57 percent of 1976 u.s. oil imports was carried in 
U.S. -m·med ships, most under flags of convenience.) Only 
one major oil company has participated in the direct subsidy 
programs since they were extended to tankers in 1970 b e cause 
a numbe!;' of legal and administrative restrictions are 
unacceptable to operators and the \·rorld tanker market has 
been depressed. 
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.ltLTERNATIVE RESPONSES TO THE CARGO PREFEF.ENCE BILL 
(H.R. 1037) 

OPTION 1: Modified Oil Cargo Preference. (Supported by 
Commerce and Labor.) Nodifications to H.R. 1037 .to make 
cargo preference more acceptable would: (a) ieduce the 
cargo preference percentage from 30 to 25 percent of u.s. 
oil imports; (b) stretch out complete implementation from 
1980 to 1985; (c) permit acquisition of some foreign
built tankers to carry under u.s. flag 10 percent of u.s. 
oil imports as preference cargo; (d) require that recon
struction necessary to meet u.s. · safety and anti-pollution 
standards on such foreign-built ships be done in the U.S.; 
(e) impose a 25-year age limit on tankers; and (f) provide 
an explicit mechanism to assure adequate capacity for Navy 
shipbuildin~. These modifications reduce some of the 
negative economic effects of H.R. 1037 while retaining the 
support of industry and labor. 

Co~~ercc maintains that this option would enhance 
national security by increasing our capability to move 
essential wartime imports in u.s.-flag rather than less 
reliable foreign-flag ships. Defense believes that the 
essential national security problem is access to, not 
carriage of, oil, and does not support H.R. 1037 on 
national security grounds. State believes that, --on bal
ance, oil cargo preference would not be beneficial to 
national security. u.s. cargo preference, if emulated 
by others, would reduce u.s. flexibility in future supply 
disruptions should U.S.-flag tankers be banned from sup
pliers' ports. Furthermore, vessels of our allies would 
be available to meet our· needs in time of emergency. 

ADVANTAGES 

o It is acceptable to maritime interests as, in their 
view, fulfilling your campaign co~~itment, and 
assuring their economic well being. 

o Between 2,100 and 4,600 seagoing j9bs would be gene
rated depending on whether oil imports are 6 or 10 
million barrels/day. At least 13,500 shipyard and 
supporting industry jobs would be created after 1980 
at an oil import level of 10 million barrels/day, but 
no shipyard jobs at 6 million barrels/day. · 

o Age limit would prevent the extended use of obso
lescent, worn-out and inefficient tankers in the 
preference trade. 
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o Could improve tanker safety and pollution avoidance 
to the extent that U.S. ship and cre'I.-J standards 
are more stringent than foreign, although new Coast 
Griard standards will apply to all shipping in U.S. 
waters. 

o Could improve the U.S. balance of payments by 
$95-$150 million. 

o Reconstruction in the U.S. of foreign-built tankers 
would generate near term shipyard business/employ
ment. 

DISADVANTAGES 

o Commerce estimates the annual cost {excluding 
wellhead tax increase) of carrying preference cargo 
in 1985 from $233 milliori to $420 million depending 
on whether 1985 oil imports are 6 or 10 million 
barrels/day. Since cargo preference would increase 
the cost of imported oil, the proposed ~Tellhead tax 
on domestic production would be increased. The 
CEA estimates total costs (including wellhead tax 
increase) in 1985 at the above import levels from 
$644 million to $884 Illillion. Preference oil could 
be excluded from the vlellhead tax computation, which 
would likely require an entitlements program. The 
price impact (excluding wellhead tax) would be about 
0.1 cent/gallon spread over total oil consumption·. 

o If 1985 oil imports are 6 million ba_rrels/day, the 
cost per seagoing job would be $111,000, excluding 
the wellhead tax increase. At the 10 million barrels/ 
day import level, the cost per permanent seagoing 
job would be $91,600, but the addition of temporary 
shipbuilding jobs would lower the average to $23,000 
while additional ships are constructed. 

o · CEA estimates net impact on the economy as a \vhole 
would be a decrease in total em9loyrnent and GNP. 

o ~vould be contrary to the London SUmmit pledge to 
reject protectionism. 

o Would probably trigger the adoption of similar or 
more stringent measures by other countries. Currently, 
cargo preference imposed by other countries applies 
to 5% of world oil trade. 
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o \vould be a reversal of U.S. policy \vhich has 
favored free competition for com.ro.ercial cargoes. 

o lvould violate U.S. treaties \vi th more than 30 
countri.es. 

OPTION 2: Expanded operatinq subsidy proaram. (Supported 
by State, CEA, NSC, DOD, DOT and the Special Assistant to 
the President for Energy. OMB supports without a cap on 
the subsidy. Treasury and FEA support option 2 or 3.) 
This option would attempt to create 5000 additional seagoing 
jobs by a more flexibile and generous operating subsidy pro
gram. It entails basic changes in longstanding subsidy 
programs, including a budgetary ceiling. Maritime interests 
~crongly oppose this as an alternative to cargo preference 
arguing that independent operators will not be attracted and 
that the major oil companies \vi th their company unions will 
be the primary beneficiaries. Shipbuilders oppose this opticn 
since no new ship construction would be generated. Union lead
ers claim they will maintain their traditional alliance with 
shipbuilders in opposing this option. A recent OHB attempt 
to put a cap on existing subsidies was strongly opposed. 

u.s. ship operators are deterred from registering their 
ships under u.s. flag by legislative and i\!a-.:-itirne Administration · 
regulatory restrictions. Relaxation of restrictions such as 
permitting foreign-built vessels constructad prior to 
December 31, 1977, to qualify for subsidy, allowing operators 
receiving subsidy on their u.s. fleet also to operate a 
foreign fleet, and allowing repairs of subsidized vessels in . 
foreign shipyards, should attract more ships to u.s. registry. 

Since it i~ difficult to estimate the number of u.s.
owned vessels which would apply for subsidies under these 
relaxed conditions, an administrative budgetary limit of 
$100 million should be placed on expenditures under the new 
program. Since operating subsidy appropriations for FY 78 
will be about $400 million, the total budget limitation for 
FY 78 should be about $500 million. 

Eligibility for participation would be.open to all 
vessels (tankers, bulk carriers, and liners) to permit equal 
opportunity for subsidy to all U.S. ship o~·mers and to avoid 
discrimination by type of cargo. There is no economic reason 
to limit the program to tankers. 

It may be necessary to structure the subsidy in such 
a way as to provide additional incentives for independent 
operators to participate in the program in order to ensure 
an acceptable level of accession by independents. Most 
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foreign flag U.S.-owned ships that could switch to the 
U.S. flag under this program are mvned by large multi
~ational corporations. 

ADVANTAGES 

o Would g~nerate as many additional seagoing jobs 
(5,000) as cargo preference at a lower total cost 
"($100 million vs~ $233-$420 million} and at a lower 
cost per job ($20,000 vs. $91,000-$111,000). 

o Would not increase refiners' acquisition cost of 
crude oil and, therefore, would not have attendant 
inflationary impact of cargo preference. 

o Would not have the adverse foreign policy repercussions 
of cargo preference. 

o ~\l'ould put a limit on total operating subsidy which 
is now open-ended. 

DI.SADV.AJ.~TAGES 

o It is unacceptable to the advocates of cargo prefer
ence and would be attacked as benefiting the major 
oil companies. 

O · Would add $100 million to the budget cost of the 
maritime subsidy programs. 

-
o Would not generate additional temporary jobs · in U.S. 

shipyards after 1980 as cargo preference would. 

o \'7i th a cap, there would be a budget limit to subsidies 
to the maritime industry for the first time. 

o It is not possible to predict the rate of partici~ 
pation by U.S.-owned foreign flag ships. 

OPTION 3: Extend the Jones Act to the Virgin Islands for oil. 
(Treasury and FEA support option 2 or ~ State supports option 
3 in conjunction with option 2 if needed.) · The Jones Act, 
which requires U.S. ships for domestic trade, would be exten
ded to the Virgin Islands for oil products only. This trade 
is currently 6pen to foreign flag tankers~ Reserving Virgin 
Islands oil trade to U.S. flag tankers would provide employ
ment for about 2,000 U.S. seamen. 

Amerada Hess, the firm which operates the only refinery 
in the Virgin Islands, receives a double benefit from 
current U.S. policies: it is treated as a dornessic refiner 
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with respect to the oil entitlement program, but is tre~ted 
as a foreign refiner with respect to the Jones Act. Since 
Hess is a small refiner, it is expected that he would absorb 
the added cost of using U.S.-flag ships. After years of 
resisting, Hes~ is no longer opposing extension of the Jones 
Act to ~he Virgin Islands. The oil import fee system will 
make it cheaper for him to use U.S.-flag ships in any event. 

An independent refiner with plans to build a new 
refinery in the Virgin Islands claims it· cannot do so if the 
Jones Act extension is implemented. This ·would result in 
the loss of . 3,000 potential construction jobs. However, 
problems unrelated to the Jones Act such as the lack of 
crude and markets for refined products may preclude construc
tion of the refinery. In any event, the Virgin Islands is 
a poor location for refining. Firms consider it only because 
of the exclusion from the Jones Act and the availability of 
tax assistance. 

Executive Branch lawyers are trying to determine whether 
extension of the Jones Act can be accomplished by a Presi
dential proclamation or whether legislation is needed. 

ADVANTAGES 

o W'ould provide approximately 2,000 seagoing jobs 
with the cost likely absorbed by the ref~ner. 

o Would not have the inflationary impact of oil 
cargo preference. 

o Would lead to a better allocation of refinery 
capacity. 

DISADVANTAGES 

o Could serve as a precedent for complete extension 
of the Jones Act to the Virgin Islands ·which could 
impact negatively on tourism, the islands' major 
industry.· 

o Maritime interests oppose as a substitute for cargo 
preference because they believe the Congress will 
extend the Jones Act to their benefit in any event. 

ADDITIONAL ISSUE: IN-DEPTH STUDY OF THE l'-11\RITIME INDUSTRY. 
(Suppor'ced by State, Comrn0rce, 0!-·lB, CEA, NSC, DOD, DOT, FEA, 
and the Special Assistant to the President for Energy. 
Treasury supports with option 3.) 
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There \·TaS consiQ.erable support among EPG members for an 
in-depth study of the maritime industry. Such a study 
would examine the long-term prospects of the industry and 
the implications for u.s. interests. If it \vas determined 
that a promotional policy was appropriate, th~ study would 
evaluate the various methods including direct subsidies, 
tax deferments, loan guarantees, investment tax credits 
and cargo preference. The question of economic regulation 
would be addressed and the economic costs of various courses 
of action would be estimated. The study should also 
include an evaluation of the increasing reliance upon anti
competitive arrangements by some foreign governments and 
carriers. 

If you chose option 1 which gives the maritime industry 
v:hat it \·;ants, announcement of the study could detract from 
this action. On the other hand, none of the three options 
is likely to solve the long-run problems of the maritime 
industry. It will only be a matter of time before the 
maritime industry seeks additional Federal assistance. . We 
should, therefore, seek to develop a long-run national mari
time poliby in preparation for dealing with future requests 
for assistance and to assure that U.S. maritime needs are 
met. 

--
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