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THE WHITE HOUSE
WASHINGTON

- 2/8/79

Frank Moore

The attached was returned in
the Presidert's outbox today
and is forwarded to you for
your information.

Rick Hutcheson
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THE WHITE HOUSE
WASHINGTON

MR. PRESIDENT:

I have just received the
attached copy of Sec.
Califano's letter to

Jim McIntyre. In view of
its contents, I feel that
it is extremely important
that you call Califano as
soon as possible.

Frank Moore
2/6/79



WASHINGTON

!
THE WHITE HOUSE %J} [

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR THE PRESIDENT
FROM: ~ FRANK MOORE-/ «
TERRY STRAUB /

RE: | SECRETARY CALIFANO'S INVOLVEMENT WITH THE
DEPARTMENT OF EDUCATION EFFORT

On Wednesday, February 7, we are announcing and sending
to the Congress the Administration'’s Department of
Education bill. Senator Ribicoff is holding hearings this
week. Jim McIntyre will testify on Thursday, February 8.
We recommend that you call Secretary Califano before our
Wednesday announcement to enlist his active support of
this effort. His silence could be damaging. The most
effective argument for establishing a Department of
Education is the greater attention and closer accounta-
bility education programs can receive in a separate
Department than now "buried" under dominant health and
welfare concerns in HEW. Of course, this is treated as

a structural flaw that, despite Califano's commendable
leadership, should be corrected by a Department of Edu-
cation. We need to get Secretary Califano on board with
this line of argument.

You might also ask him to send letters of support to
Senator Ribicoff and Congressman Brooks as soon as our
bill goes to the Hill.

Electrostatic Copy Made
for Preservation Purposes



THE SECRETARY OF HEALTH, EDUCATION AND WELP’ARE
WASHINGTON D C 20201

FEB5 1979 .
i dLhiugi
N o - GDPY #I
The Honorable James T. McIntyre, Jr. GLUALTUEY
Director, Office of Management ' ;'yx
and Budget L o Yff}f' f§>jf:

Washington, D. C.. 20503 -
Dear Mr. McIntyre:

 This responds to your request for our views on the Adminls-.f:fifhfﬁ

- tration's draft bill, "The Department of Educatlon Organi-sgﬂ*
zation Act"

-While I do not propose to reopen the issue of the desirabillty
of a separate Education Department, before commenting on the
draft bill I would like to relterate for you and the President
my basic concerns. . _ . SR

First, separating educatlon from health and welfare w111 '

fragment the Federal government's efforts when we should be jjf*"';‘

moving to consolidate and strengthen them.

Second, unlike the President's original p031t10n. the
proposal for a separate Education Department contained in-

‘the current draft bill will not consolidate education programs a"”

‘but rather will leave ‘them scattered among dlfferent agencies
as they are now. o , v

Thlrd with the narrow mission of the Department that is D

proposed in the draft bill, it is likely to be dominated by -
special interest groups and ‘therefore, unllkely to develop -
policies =»at consider the broad array of interests involved.

In particular, a narrowly-based Department could slight the 'j‘]fﬁfff
legitimate 1nterests of hlgher education and private schools."ji@;}i

. Fourth, the creation of the narrow Department which the L
draft bill now proposes, is certain to increase the bureau- -

cracy instead of streamllning it--with no offsettlng beneflt ”_:;ﬁ”

from consolidation and coordination.

Fifth, with such a narrow mission, the federal'effort tof

‘expand civil rights in the field of education would be‘_”iﬁffﬁﬁifxf;_
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domxnaCed by the very institutions in which che Federal

~ government is at:e:ptl to enforce statutory requirements.-
~ A8 you are aware, the Lirecior cf the Office for Civil
Rights presenbl, repores directiy to me, which allows‘che;~~
office to maintain at least scze ‘ndependence from the . )
institutions it is suppused 1o regulate. Like me, the
Director of that oifice believes that the proposal will
seriously. impair and retard Lne current c1v11 rxgncs efforc
in educatxon. : . -

o O

Sixth, the creation of thc narrow lv franed new Departmenc is
‘likely to intrude the central government far too deeply 1nto
"local and state educational dec&sions - 4 ~ :

Our spec1f1c problems with the b111 concern the following
major issues: o

® Section;ZOJ creates an Office for Civil
- Rights whose Assistant Secretary enjoys
a mandatory delegarion of civil rights ..
enforcement funcrions from the Secretary
and considerable independence in the .
nmanagement of his office. Despite this
xndependunce and the mandatory delegation
-of functions to the Assistant Secretary, -
T do not believe that the Secretary of -
‘Education would be able to avoid ac- . ~,.ﬂ
countability for che onforccment of
- title VI of the Civil Rights Act of 1964.
For this reason, 1 believe it to be o
unwise from a management point of view .
- to divest the Secretary of control over . .
civil rights enforcement activities.
- However, the Vir-ctor of HEW's Office
of Civil Rights. out of concern that o
civil rights enforcement continue to be BRI
. vigorous in the area of education, belleves'”
- that the mandatory delegation of authorlty
to OCR ought to be broader than the draft
bill proposes. This issue emphasizes =
" the point I‘made earlier ‘about the ques- L
"~ tionable desirability of moving educatlon P
to a separate department. ‘ R




e s @

"assumptlon you will go forward with this leglslatlon

SR eopy #

® The second section 211(c) authorizes the‘i'ﬁ

- Secretary of Education to determine which s

- departments and agencies are represented: -~
on the Interdepartmental Education Coor-':f*
dinating Committee. Since education w111
continue to be vitally important to many -
programs outside of the new department, we
believe that it would be more appropriate e

to have the President de31gnate the members R

of the Committee. .

e Section 509 would rede51gnate HEW as "Health
- and Welfare". During the consideration of - -~ - = .=

this issue by the 95th Congress, the Senate DI
adopted a provision renaming HEW as the
Department of Health and Human - Serv1ces. B

I believe this de31gnat10n more approprlately
describes the Department's mission and

.strongly recommend that it be used

@  The bill fails to prov1de excepted app01ntment R
-~ authority for technical and professional L
employeés who would perform the functions -
currently performed by excepted personnel
in nonsupergrade-equivalent positions at. S B
the Natlonal Institute of Education. pf_;-;;t”'-““""

In addltlon to these concerns, ‘there are several technlcal

”-aspects of the bill which we believe warrant reconsidera- "’f.

tion. These technical aspects are described in the enclosed ;gf-
paper. But our bottom line is that the bill as now framed - = -
makes no sense in terms of education, government organiza-

tion, civil rights or the general health and welfare. -These |

technical comments are set forth to assist you on the ]'1'

Sincerely,

Enclosure



L CoPY )
G wﬁu UE‘{A?;

DEPARTMENT OF HEALTH, EDUCATION, AND?WELEARB
Comments on Administration Draft Bill,

Department of Education Orgainzation Act -

' We have the following comments on the.draft_billtit'

 Sec. 103, line 4. Delete "of any such" and insert "or .
- .any such”. . : S : e T R

Sec. 103. Delete "over any accrediting agency or associa-
tion" Under provisions of the Higher Education Act (20
U.S. C 1141 (a) and 1085(b) and (c)), and other statutes,
"1nst1tut10nal el1g1bil1ty to participate in financial -
‘assistance programs is normally based on whether the
-institution is accredited by an agency or association
listed by the Commissioner as a reliable authority as to
the quality of education offered by the institution. The
- Commissioner determines the reliability of an agency or
- . association by judging the agency or association against
published criteria which represent a consensus among the
. accrediting agencies as to the basic elements which would " -
~ justify such a judgment. Moreover, these pub11shed criteria
~also require that an accrediting agency or. association pro- .
vide due process "to an institution before the institution' s_“,_
accreditation is: terminated. If the phrase "over any ac-
credlt1ng agency or association™ is not deleted, it could
raise questions as to the authorlty to perform this
functlon. . : :

Sec. 202(a)(3) Insert a seml—colon at end.v

i v ‘»-e The second section 210. This sect1on 1s mlsnumbered Also,err,i:
b - the reference in subsection (c)(3) to subparagraph (1)(a)" - .~
'~~~ should be to “subparagraph (1)y(ay". T

.. .. .. _.The second sect10n.211. -Th1s sect1on is mlsnumbered

.- Section 301(a)(2)(E). The Emergency Insuredetudent Loan
- Act of 1969 (not 1965, as incorrectly stated in the bill) .-
.. was repealed effectlve October 1, 1977 bv sectlon 127(c)(2)

-of ‘P.L. 94 482 . AR ,

" Sec. 301(a)(2)(J). Title V may also be 01ted as the "Head— R
start - Follow Thtough Act”. - L N T

B AR ms"mc‘mwe i
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Sec. 3'01(a)'(2)(n.). The authorization for .this program has
expired. ' : T TR

Sec. 303(a). Title 14 may also be cited as théf’DéfenSe*.i};fff
Dependents' Education Act of 1978", - . .- L

el . o & s et 9 445 L 9 AT+ Dy BBt A, Loms

fSéc. 304(a)(3). Probébly-should”be préceaédiby"éﬁd‘.énd AEO
not n"orn. , . _ ) o . . ‘:- B

e e o m—a— . b s

. .Sec. 436. We recommend that the Secretary bejtequirethOi:if?f;f
+ report biennially after each Congress on the activities of
- the Department during the preceding two years.. ... oo

Sec. 503(c)(2). 'Thére_is a‘typbgraphicalﬂeffbt'ih ﬁSeétetéfy"

- - and the reference to "subsection (a)" appears to-be incorrect,’7

~ Sec. 505(b)(1). 1In the parenthetical, "including'}dsfmié- »ﬁf.ﬂ:

~ spelled. Also, something appears to be missing in the - '

transition from page 40 to page 41. B

~ Sec. 509(5). After the reference to the-"sécfetéry_of Health  :

and Welfare", there should probably be inserted "or any -

- other official df the Department of Health and,Welfage”;f”;j.?fia




CHRONOLOGY OF THE ADMINISTRATION'S
TEXTILE PROGRAM

The comprehensive program which we have worked
out with the textile/apparel industry had its origins in
your veto message of November 11, 1978, wherein you refused
to take textiles out of the tariff negotiations, but prdmised
that you would do a number of things to help "this beleaguered
industry."

On December 13 we assembled representatives of a
large number of organizations, from the American Textile
Manufacturers Institute (ATMI) through the Work Glove As-
sociation, and including the two major unions, Amalgamated
Clothing and Textiles Workers Unién (Murray Finley) and the
International Ladies Garment Workers Union (Chick Chaiken).
There we discussed how to move forward after the veto to
give the industry the help it needs and is entitled to.

To facilitate working closely, this large group
designated a team of five, consisting of the two union leaders
and the top-level representatives of the ATMI, the American
Apparel Manufacturers Association, and the man-made fiber
industry. We held weekly meetings to define what objectives
of theirs might reasonably be placed before the entire

Administration.



After this process had borne fruit two weeks ago,
representatives of the concerned government agencies gathered
to discuss and evaluate the proposal; Eizenstat, Schultze,
Bergsten, Henry Owen, Julius Katz, Frank Weil and others
were there. A series of staff meetings and circularization
of papers ensued, with changes contributed by all the agencies.
The present product is as close as we could get to a consensus

and stilli:keep industry and labor on board.



945 AM

e THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

February 6, 1979

\ M

MEMORANDUM FOR THE PRESIDENT
From: Charlie Schultze CJ‘S

Subject: Proposed Administration Textile Program

This proposal is a significantly restrictive
international trade measure. I recommend that you agree

to it only on the condition that it goes into effect after
the MTN is signed and in hand.

The industry is finally getting in this program what
they have been seeking from the U.S. Government for years.
It includes a very restrictive mechanistic "ratchet"
effect (Import Control #4) that prevents importers from
getting back to agreed upon import quotas on any category
of imports if they should fall short in a given year.

This sets a very bad precedent. This provision virtually
guarantees substantial import restraint for many of the
textile and apparel categories, because they are subject
to large annual fluctuations. It will therefore have a

net depressive effect on international trade and increase
our inflation rate.

Given the very restrictive nature of this program,
we should make it absolutely clear to the industry, as
well as in public presentations, that this is a balancing
item to the liberalizing effects of the MTN. Our position
should be that this program is acceptable only in the
context of balancing MTN costs and benefits. If the MTN
should fail, we do not want to be saddled with this
program. Moreover, we would not want to be on record
with this program as the first in a series of very
restrictive worldwide trade actions that might be taken
if the MTN should collapse.

In short, this program should only be implemented
in the context of a signed, sealed, and delivered MTN.
If it is presented to the industry in this light, it
might also have a chance of making them real allies in
the CVD and MTN ratification fights.

Electrostatic Copy Made
for Preservation Purposes




WASHINGTON 20220

THE SECRETARY OF THE ‘TREASURY 2
-~

MEMORANDUM FOR THE PRESIDENT

Subject: Proposed Trade Arrangement with Textile Industry

I sympathize greatly with Bob Strauss' effort to
work out an arrangement with the textile industry which
would help assure passage of the MTN legislation and
countervailing duty waiver extension bill. The industry
could clearly cause us major problems and the stakes
for the Administration are extremely high.

However, it is my judgment that the program which
has been negotiated would be extremely costly to a
.number of key Administration interests:

-- It wWould add to inflation by cutting back
import levels, and would be widely perceived
and ‘publicly described as inconsistent with
the basic policy thrust of the Administration.

-- It would be an extremely dangerous precedent,
inducing numerous other industries to seek
protectionist commitments from the Adminis-
tration as the price of their support for
the trade legislation over the next six
months. '

-- By providing for sharp rollbacks in import
quotas, it would reverse the whole history
of United States trade (including textile)
policy which has always permitted at least
minimum growth for foreign suppliers.

Despite these severe problems, I would regard
the package as barely acceptable if it were adopted
in the context of successful conclusion of the MTN -
legislation (and the earlier CVD waiver extension).

Electrostatic COpy_Made
for Preservation Purposes




In the absence of such an outcome we would get the;.

worst of both worlds -- no MTN and a highly restrictive

textile program. In fact, the textile program should
go into effect only upon successful completion of the

MTN legislation.

I thefeforevrecommend:

That no textile program be accepted until
absolutely essential to assure industry
support for the MTN legislation.

That its implementation be conditioned
on successful conclusion of the MTN
package, including our implementing
legislation.:

In the interim, that further efforts be
made to improve the specifics of the
program; most notably, 1its rollbacks

of import levels and perhaps the "global
import evaluation" which implies a USG
ccmmitment to global rather than country

W. Michael Blumenthal




Office of the White House Press Secretary .

' THE WHITE HOUSE

—

'JMEMORANDUM OF DISAPPROVAL -

_ I have de01ded not to 51gn into law H R.-°937. This
bill is an amendment to the Bank Holding Company Act which
"would authorize the General Services Administration to sell:
certain silver dollar .coins at negotiated prices. . I have ) ,
determined that this legislation would not be in the national
interest because of an unrelated amendment which exempts
2all textile and apparel items fros any tariff reductions
in the Multilateral Trade Negotlatlons (MTN) now underway
in Geneva. R S a_f- : S : : o
I am determlned to assist the beleaguered textile 1nduStry.f
"We are committed to a healthy and growing textile and apparel
- industry. This legislation woulé not- advance that cause,

b .- o -

and could even harm the enulre U.S. economy.-:;_ N avlfuj-t

. '.- K -,:f .

lhlS blll would not address the real causes of the 1ndLstry'

B R TIPS

difficulties.  In return for any transient.-benefits, the S __H,}?i‘

bill would prompt our trading partners to-retaliate by with-
drawing offers in areas where our need for export markets |
is the greatest —- producis such as tobacco, grains, citrus, -
raw cotton, paper, machinery, poulury, and textile-related

- areas such as mill products and feshion clothlng.‘ The loss

of these export areas 1s too hlgh a price- ;or our Natlon N

tO pay' f' . -._.';_'l'f- 8 __.4,-'_-.-_»;,_-, 2 .;-‘:’_‘; T ':’-. - S '-;--‘._-.-_.',-: B - s

The cost of this blll mlght be even hlgher- at best
it would cost us many opportunities for export; at worst,
it could cause the collapse of the traoe talks and further

" restrict the growth of the world economy. If the two and

a quarter million workers in the textile and apparel industry .
are to survive in their Jjobs, we“musti.work to keep the world “T
economy strong and 1nternatlonal trade lree., : S :

. Just w1th1n the last year we have taPen a number of
..steps to 1mprove the condlulon of the U S.- textlle and apparel

'zlnduSury.

~e— - We negotiated a renewal -of the international'
'~ _Multifiber Arrangement through 1981, providing
more responsive controls over disruptive imports. .
‘—="-"We have negotiated 15 new bilateral export
~ " restraint agreements which are-firmer and fairer
than earlier versions, covering 80 percent of
- all imports from low-cost suppllers. And we are -
;negotlatlng more. o : - :

— We have improved our monitoring of:imports‘and o
- implementation of restraints, through steps such
. as the new legislative initiatives I have approved..

- more

~ (ovER) -

A O, B L
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'2.,

nall reuuctlon in
apparel tariffs.

~- Ve have, oeSplte the D"opose
taris fs, the highest textile 2
in the developed -worlad.

.'.ISUI
Lt

- Ye have begun discussions with exporting counbrleo
not now under restraint to se '
for their shipments. ’
—— -We have established a piloL program to improve
productivity in the men's tzilored clothing
- industry, and we have begun an export promotion -
program for the entire textile and apparel complex. -

~-  And we have begun a review of existing and proposed
' Federal regulations affec»1n" bhlS 1ndus»ry to
_assess thelr 1mpact IR - .

ThlS, however, 1s not enough.,‘prieége.that we will
do more:. ' Do T

.4~'; Ue Wlll 1nten51;y our review.of ex1st1ng
o bilateral restraint agreements to be sure they

‘really work, and if there are harmful surges we
'-W1ll work prompbly to remedy uhem." .

] = e i

‘Ue w111 not allow tne effectiveness: of our =
restralnt agreemenbs to be unaernlned by B
SJgnlflcant increases.in shipzents: frof unconprolledgr
suppliers, and we will malntaln a world-wide ~ R
evaluation of the imports of textile and apparel

into the U.S. and.seek appropriate actlon, IO

country-by—counury, where warraneed.; ~ e

S e— Ue w111 be prepared to eynand the Dllot pr03ect "'f.'L’ .
. underway in the men's tailored clothing 1ndustry s
" - so that other seetors may benefit from that" ) '*A' .

. experience, and we will speed proposals for a. - ﬁ;-: AU
51m11ar program 1n the ladles apparel 1ndusbry. S

e

L _—~'» Ve w111 nego»1ate strenuously Lor removal of . _ o .
. . .. non-tariff barriers to U.S. textile and apnarel 7‘*-a
T “exports,_lncludlng res»rlc»wve "rules.o; origin. : .

The Offlce of bh° Spe01a1 Penresentatlve forh:
‘. _Trade Negotiations will begin a new policy review ..

and report to mo‘quarterly on developments in o

_ ; - . the domestic textile and apparel industry, with S

e -?'W*{ special emphasis on imports and exports, so thae;[]w_.,w_
' _.';J”; appropr1ate actlons can be taken more promptly. R

These steos, like those of bhe paSL year, w111 not
“be the limit of our assistanée to this vital industry. But "
- each step that we take must be directed toward the long-term
~ health of this industry and the United States econony as _
.a whole -~ unlike H.R. 9937 which on balance is' detrimental’
to the textile industry, to its two million workers, and
to the Nation as a whole. ST ‘ I

JIMMY CARTER -

'THE WHITE HOUSE,
Kovember 11, 1978

RN




MEETING WITH MIKE PERTSCHUK AND JOHN SHENE-F'IELD‘

{li00 AM

THE WHITE HOUSE

WASHINGTON <21
February 7, 1979 -

II.

Thursday, February 8, 1979
11:00 A.M. (15 minutes)
The Oval Office

From: Stu Eizenstat S{“

Mike Pertschuk, Chairman of the FTC, requested this meeting
in order to report to you on the various anti-inflation
activities being undertaken by the FTC. John Shenefield,
Assistant Attorney General for Antitrust, will report on
similar activities being undertaken by the Antitrust Division.

PURPOSE

BACKGROUND, PARTICIPANTS, AND PRESS PLAN

A. Background: In the October 24 inflation speech, you
pledged to "redouble our efforts to put competition back
into the American free enterprise system". This meeting
would enable the principal federal agencies dealing with
anti-competitive practices to describe directly to you
what they are doing to make good on that commitment. The
attached draft press release, which we would plan to issue
after the meeting, provides a brief summary of the activi-
ties which Pertschuk and Shenefield will discuss.

B. Participants: The President, Mike Pertschuk, John
Shenefield, Fred Kahn, Stu Eizenstat, and Esther Peterson.

C. Press Plan: A White House photographer would be present
for the meeting. After the meeting, Pertschuk, Shenefield,
and Kahn would brief the press on the meeting, with emphasis
on the importance of competition policy as one of the major
elements of the Administration's anti-inflation program.

Attachment

Electrostatic Copy Made
for Preservation Purposes



DRAFT PRESS RELEASE

President Carter and.his»chief inflation fighter,

Alfred Kahn, today met wifh Michael Pertschuk, Chairman of
the Federal Trade Commission, and John Shenefield, Assistant
Attorney General in charge of the Antitrust Division of the
Justice Department, to discuss the role of competition policy
in fighting inflation.

Pertschuk and Shenefield reported on actions by the FTC
and the Justice Department to keep prices down by challenging
private and public restraints on competition. These restraints
include collusion, price fixing and excessive regulation,

Pertschuk indicated that the Commission had established
health care, food, housing, transportation, energy and cloth-
ing as priority sectors in which inflation has taken a heavy
toll. In health caie delivery, for example, the Commission
has barred publication of medical éociety fee schedules,
"ethical" bans against salaried practices by speciaiists,

Blue Shield discrimination against health maintenance organiza-
tions, and dental resistance to cost-containment programs.
Antitrust Division cases and investigations cover a broad range
of industries and commodities affecting the daily lives of
consumers, including the construction, energy, mining, paper
products, metals and food industries. Shenefield noted that
the civil and criminal cases filed by the Antitrust Division

in the last year involved over $9 billion in commerce.



Professional self—regﬁlation and profession-inspired
regulation are also undergoing Antitrust Division and Commis-
sion sc;utiny. Restraints by doctors, lawyers, accountants,
and realtors, are currently under investigation. Some pro-
fessional gfoups, such as veterinarians and psychologists
have recently responded by undertaking voluntary reforms to
free up competition.

Additionally, the agencies have been working in close
cooperation with concerned state'legislators and regulators
to enhance procompetitive actioﬁs at the state level.

The FTC's model state generic drug substitution law (sent last
week by President Carter to each state governor) would allow
pharmacists to fill prescriptions with lower-cost equivalent
drugs unless otherwise specified by the physician.

The President, in his inflation message, noted his support
for those regulations "which fight inflation." The Commission's
recent eyeglass rule will enable consumers to benefit from
price advertising and comparative shopping for eyeglasses.
Rules being coﬁsidered this year wbuid also provide informa-
tion on insulation and on energy costs of major appliances.

The Justice Department and the FTC aré leading advocates
for competition in numerous proceedings before federal regu-
latory agencies and throughout the government. The Antitrust

Division has participated in regulatory hearings on energy,



transportation, banking, secﬁrities, international trade and
communications matters. TheﬂAntitrust Division also participated
in several important Administrative legislative initiatives
concerning cbmpetition. These efforts have led to billions

of dollars of savings for consumers. The Commission has
undertaken a program of competitive advocacy within policy-
making councils of Administration, before Congress, and before
.other agencies, notably the CAB and ICC.

Chairman Pertschuk also told the President that several
FTC initiatives illustrate the benefits flowing from a
vigorous competition policy. Following the issuance of a
cémplaint alleging that Levi Strauss had fixed retail prices,
jeans' prices dropped by $4. The FTC eyeglass rule could save
consumers $500 million a year.

Without necessarily endorsing each FTC or Antitrust
Division initiative, the President and Chairman Kahn expressed
broad support for a vigorous national competition policy to
be spearheaded by the two agencies.

| "Both the FTC and the Antitrust Division," the President
said, "are responding vigorously to the call I sounded in the
inflationvmessage——to'redouble our effort to put competition

back into the American free enterprise system."”
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THE WHITE I;IQUS‘E

WASHINGTON

February 7, .1979

MEMORANDUM TO THE PRESIDENT

FROM: ALFRED E. KAHN m

SUBJECT: Agenda for the Breakfast Meeting on Inflation,
February 8, 1979, 8:00 a.m., Cabinet Room

1. Progress in organizing my office.

2. Recent wage settlements and the guidelines:

a. See the attached news release summarizing the
results of a survey of 600 large companies.

b. The BLS records of collective bargaining settle-
ments affecting 1,000 or more workers (and exclud-
ing cost-of-1living adjustments, which cannot be
valued prospectively) show the following average
increases during the four quarters of 1978: 7.1%,
6.3%, 6.4%, and 6.1%. While it is impossible to
prove that the improvement in the fourth quarter
(all the more impressive in view of the accelera-
tion in the cost of living) is attributable to the
standards, we think they probably were a factor.

3. The COWPS program for monitoring the price standards (see
the attached description).

4. The development of special price standards for individual
industries. See the attached brief descriptions relating
to health insurance, petroleum and banking.

5. The inflation outlook. We think it would be useful to
discuss with you the outlook for 1979 and some of the
problem sectors that concern us. Charlie Schultze will
prepare some material on current trends.

Attachments Electrostatic Copy Made
for Preservation Purposes




Wage DeVelopments

New York (AP) February 5 —-- President Carter's
‘wage and price guidelines have caused about three-
quarters of the nation's major companies to cut back
on wagé increases from the assembly line to the
executive suite, according to a survey released today.

"The survey indicates the cutbacks are being felt
across the board in employee paychecks, bonuses and
benefit plans," said Ronald P. Goettinger, President,
Gibson & Co., a Princéton, N;J., management consulting
firm that conducted the survey of 600 large companies.

Carter's plan puts a voluntary 7 percent limit
on the rise in total compensation -- salary, bonus and
fringe benefits -- in 1979.

According to the survey, 73 percent of the companies
studied have scaled back their pay raises; those that
have reduced their budgets for pay increases have cut
the raises from an average of 8.5 percent to about 7.1
percent. |

Several of the nation's largest firms have said
they would change their pay-increase plans to meet the
President's guidelines; these include General Motors

and American Telephone & Telegraph.



- The Nation's oil companies and the 0il Chemical
and Atomic Workers Union have reached agreements to keep
wage increases below 7 percent a year over the life of
the contract, and trucking companies are looking for a
s%milar deél in their‘current negotiations with the
Teamsters Union.

Most of the attention given the guidelines has
dealt with their effect on blue-collar workers, many of
whom might have to stretch a 7 percent increase. to cope
with 9 percent inflation -- thé rate recorded in 1978.

A Carter plan that would grant tax relief to workers whose
raises fell within the guidelines, but did not cover
inflation, is currently being debated in the Congress.

But increases in executive compensation have also
been reduced, the survey showed, in part because many cor-
porate executives feel they are more visible and should
set an example.

"Hardest hit by the cutbacks in pay increases are
manégement personnel, with just over half (51 percent)
of the companies saying management personnel are affected
more dramatically than non-management pefsonnel,"
Goettinger said. |

In the cases of 27 percent'of the firms surveyed,
original plans called for pay increases that fall Qithin
the guidelines. Half of all firms surveyed said they had
to make minor modifications to meet the limits, and 23

percent said the changes were "substantial."



For nearly 63 percent of the companies surveyed,
that meant reducing budgets for merit increases.
Incentive plans and benefit plans were other areas
cut to méet the guidelines.

For executives, bonuses are the subject of cuts.
According to the Conference Board, a business research
organization, top executives of manufacturing companies
made an average of $241,000 each in 1977, the last
year for which figures are available, and 45 percent
of that was in bonuses.

And while many bonuses do nof fall under the
guidelines, because they wére agreed to before the limits
were announced and cover 1978 performance, corporate
insiders say they are still being cut back to show good

faith in dealing with the guidelines.



MAJOR ELEMENTS OF THE PRICE MONITORING SYSTEM

The_monitoring system of the Council will include
the following principal components:

1. A data base for each major company involved in
the principal monitoring effort;

2. Systematized information and procedures which
will enable the Council to link immediately a potential
price problem in a particular market with individual
companies active in that market;

3. Procedures for providing companies an oppor-
tunity to demonstrate that their actions are consistent
with the guidelines.

In addition, the monitoring system will provide
information with which to develop polic§ proposals for
ameliorating inflationary pressures in those markets

where pay or price increases exceed the standards.

SCOPE OF THE MONITORING PROGRAM

By‘February 15 the Council will have receéived base
period data from all companies with at least $250 million
in sales or 5,000 employees. This data will serve as
the basis for comparison with program year price increases

in determining compliance with the price standard.



Companies with sales of $500 million or more
(approximately 750 in number) have been asked to pro-
vide rather detailed information, including: base
period rate-of-price changes; gross mérgin or profit
margin data, if a firm has decided to use either of
these stanaards rather than the price deceleration
standard; and line of business information, to enable
the Council to identify major firms in individual
markets.

Companies with sales between $250 and $500 million
(about 600 in all) have been asked to provide much less
‘detailed information, in keeping with our original
intention of ¢oncentrating the monitoring process
on the largest companies. However, we did include
companies in this smaller range in.the February 15
filing, for three reasons: first, we wanted to increase
their awareness of and contact with the program; secpnd,
the line of business information they supply will be
helpful to us in identifying leading companies in those
markets where the larger firms are not dominant; and
third, the same information will prbvide a basic reference
point for monitoring any suspected violation by these
companies.

The data requests we have made should not impose

unnecessary and enormous reporting burdens on the



compénies involved. Indeed, we have had relatively

few complaints on this score. Where there have been
problems, the Céuncil has tried to accommodate the
reporting needs of individual companies, so that data
for the base period and the program year will be
comparable. For example, many insurance companieé,
regulated by the States, file information by calendar,
not fiscal year. The Council has agreed to permit them

to continue to do so. .

USE OF THE DATA: IDENTIFICATION OF PRICE INCREASES
AND TRENDS

Within the COuncilehéhoffice of Price Monitoring
(which will consist of 83 persons at planned full staff)
is organized along industry designations, into five
major divisions} (1) metals, machinery and transporta-
tion; (2) energy and utilities; (3) health, insurance
and other services; (4) food, agriculture and trade;
and (5) construction materials, paper and textiles. 1In
addition, there are two supporting units -- one to
examine financial and accounting documents and issues,
and the other to focus on special projects.

The Consumer Price Index will provide the basic
data framework for the monitoring, with supplementary
information obtained from the Producer Price Index for
commodity groups. The component elements of these

indexes will be used to establish target limits or



ceilings dn-program year price increases for each major
product group: the rate of price increase in each of
these groups during 1976-77, less one-half percentage
point. i

The data on saiés by major product line, obtained
from individual firms on February 15, will enable the
Office to construct a list of firms which are active in
each of these broad markets. This list will provide a
link between market price actions and .individual
companies.

In»addition to these‘éourcés of information, the
Office will obtain information on price actions from
industry-frade publications and price data of other
government agencies. The Office is receiving assist-
ance in this regard from the Department of Commerce,
which has substantial ability in this area.

These énd other sources of information,'including
reports from consumers, newspapers.and trade publica-
Fions, will allow the Office and Council staff to
maintain a cumulative record of price increases by major
product lines since the beginning of the program year.
When the cumulative price increases for a speCific-product
line appear to be rising at a rate in excess of the
ceiling rate, either for the program year or for the

first six months, the Council will contact those firms



with significant activities in that market, verify
the extent of their price actions and determine if
their overall price increases are consistent with
the'price:deceleration standard.

Beginning next month, the Council will publish
a regqular report on the extent of compliance with the
price standards. We will also be able to begin to
identify specific situations on non-compliance with
the standards, and to identify any individual firms

that fall into that category.
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Standards for Individuai Industries

The Council on Wage and Price Stability has nearly
‘completed a series of discussions with.individuél indus-
tries and'haSvdeveioped special standards for those in
unusual circumstanceé. AThése~inc1ude food processing,
retail /wholesale trade, professional fees, insurance,
energy and banking. Some of these-standards raise some

issues of which you should be aware.

o The standards for health insurance are

consistent with the-hospital cost contain-

ment program of HEW and a limitation of »;Z:TW )
6.5 percent (the target overall inflation e e

: $ i : ‘ N W <5 - J
rate) for physician fee increases. They tﬂyzsfz ij

call for a 15 percent reduction in the rate

of increase in health insurance rates.

o The standards for petroleum refiners have
been revised to a control on their gross

margins that

-- allows a passthrough of large anti-
cipated increases in crude oil costs,

. and,

-— prevents a conflict between existing

DOE regulations and the price standards.
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We

to

exclude crude oil and natural gas
because they are controlled by DOE

regulations.

haveAconcludedrthat it would not make sense

propose a profit margin standard for banks.

We had previously excluded interest
rates from the price standard to pre-

vent a conflict with monetary policy.

Commercial‘bank profits were extremely
high in 1978 and ﬁill be again in 1979.
Their earnings have increased rapidly

in response to the Federal Reserve's
policy of increasiﬁg market interest
rates. Yet, the existence of regula-
tory ceilings on deposit rates prevents
the passthrough of theserhigher earnings

to small depositors.

The monetary authorities could raise the

deposit rate ceilings for savers; but it

. is arguéd that increased competition for

deposits would threaten the financial
viability of mutual savings banks. The

earnings on assets of these institutions



have increased much less dramatically
since their investments are concen-
trated in long-term assets (such as

mortgages) .

COWPS proposes to exclude banks from the
profit margin limitation since, within
the current regulatory framework, there
is no action we can take to reduce

their p:ofits which would contribute to
reducing inflation and not.intérfere
with monetary policy. We propose to
focus attention instead on the need for
regulatory reforms that would allow banks
to compete for savings,'and in this way
permit small savers to receive a higher
interest return on their savings. Small
deposits are currently limited to a maxi-
mum 5 percent interest rate. Additional
regulatory reforms could then be proposed
to improve the competitive position of

mutual savings banks.

You will be receiving recommendations on

the issues of financial reform legisla-

tion in a few months from an interagency

task force. The decision of COWPS to



exempt banks from the standards, for
the reasons I have just summarized,
might put additional pressure on your
Administration to propose a program

to phase out the deposit rate ceilings.

An alternative propdsal has been sug-
gested that would seek to limit the
payout of dividends by banks. This
would maintain the appearance of some
restraint on them -- and in this way
possibly improve the public accept-
ability and credibility of the stan-
dards generally, . It would also be
favored by some regulatory agencies,
who see it as a way to improve banks
capital/asset ratio and thus their
finéncial viability. .It is opposed
by the COWPS stéff as having no sig-
nificant anti-inflation value. We
are unable to say, as a matter of
economics, whether paying out profits
in dividends is more or less infla-
tionary than reinvesting £hem-in the

business.



THE WHITE HOUSE

WASHINGTON

Februéry,S, 1979

MEMORANDUM FOR THE PRESIDENT
FROM: FRANK MOORE f /” )

SUBJECT: CHURCH TAIWAN AMENDMENT

Attached are Warren Christopher's minimum requirements
for word changes in the Church-Javits-Baker amendment.
There is also some difficulty with the wording of
Section A (also attached) of the amendment. We suggest
that you concentrate on Warren's changes in Section B
and have Warren work with Church after your lunch on
Section A.

Church is by now probably aware that we have his
amendment. You should feel free to show it to him if
you find it necessary. :

We also suggest that you proposevto Church that he and
his colleagues work with Warren to find mutually
acceptable languaage which will avoid a veto.

You should call Warren after your lunch with Church to
give him instructions. He will contact my office after
he hears from you.

For your information: The Staff Director of the Senate
Foreign Relations Committee has been told that this
language will almost certainly be vetoed.




SECTION B VOF THE CHURCH-JAVITS-BAKER COMPROMISE

In order to achieve the objectives of this section:

1. The United States will maintain its capacity in the
Western Pacific to resist érme&—attaek (any resort to
force) and. other forms of exterral activities that would
jeopardize the-territoriat-and-functionat-integrity (the
security and well-being of the people) of Taiwan, which
is deemed, for this purpose, to bé T;iwan and the

Pescadores;

2. The United States will assist the people on Taiwan
to maintain the self-defense capability through
appropriate-means—-incituding the provision of suffiecient

(selective) arms of a defensive character;

3. The President is directed to inform the Congress
promptly of any threat to the security of Taiwan and
any danger to the interests *of the United States arising

therefrom.

NOTE: Christopher has crossed out the Church language
he wants deleted and where additional language
is necessary it is in parenthesis.



SECTION A

(a) The Unitéd States is determined --
(1) to maintaih extensive, cloée and friendly
relations with the people on Taiwan;
(2) to make clear ‘that United States recogni-

tion of the People's Republic of China rests

on the expectation .that any resolution of

the Taiwan issue will be sought only by peace-
ful means;

(3) to consider an armed attack against Taiwan a

s

common danger to the peace and security of

the people on Taiwan and the United States

in the Western Pacific; and

(4) to provide the people on Taiwan with sufficient

e
e ot s e .

arms of a defensive character.



12 .00 noon

THE WHITE HOUSE

 WASHINGTON

February 7, 1979

LUNCH WITH SENATOR AND MRS. CHURCH (D-IDAHO)

II.

Thursday, February 8, 1979
12:00 Noon (30 minutes)
The Oval Office

\)
From: Frank MoorefNG
Dr. Brzezinski

PURPOSE:

For you and Mrs. Carter to have an informal lunch
with Frank and Bethine Church.

BACKGROUND, PARTICIPANTS AND PRESS PLANS

Background: The lunch developed as a result of
your conversation with Senator Church last month

.congratulating him on his chairmanship. It provides

a good opportunity for discussion about his role
as Chairman as well as his recent statements on
your foreign policy.

As you have heard, Church has some serious reelection
problems. His polls have dropped and his eyes are
on Idaho. (FYI a recent poll showed Congressman
Symms trailing Church 42 - 31 statewide) He also

has to deal with an increasingly divided and vocal
SFRC. . The Republican statements over the weekend
did not help. He has been helpful during the Taiwan
hearings. He will work to pull Javits back. His
most recent jabs at your foreign policy on the
following subjects must be understood against

this background. ' You :should keep 'in mind that

he is a solid supporter and fighter for SALT.

-- Iran--he believes Bakhtiar is "standing on a
banana peel" and that our support is misplaced.

-==Saudi Arabia--according to Church the Saudi's

could have been more helpful in the peace .treaty
negotiations and ‘we made a mistake selling them

the planes. (Church told Ed Sanders on Wednesday
that the press and the Administration had misread
his position on Saudi Arabia. Rather than be critical
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he was trying to be helpful by éending a message
- to the Saudis -- which the President could not.
You might want to explore this with him further.)

--Taiwan legislation--he believes the Administration's
legislation is inadequate in three ways A) the security
it offers Taiwan B) the provisions made for Taiwanese
.assets in this country C) immunities and privileges
for Taiwanese officials remaining the,the U.S.
Church's problems are exacerbated by {avits insisting
that Taiwan be given the same protection it gets now
under the mutual defense treaty. -,
—--Senator Church is matched in his zeal and perceived
political need for sugar legislation only by Russell
- Long in the Senate. Church's Idaho beet producers
have the highest cost of any in the nation. The
two are working close together. If Church brings
up sugar, you may want simply to say (1) you under-
stand it is very important to him and (2) we are
hoping to work something out.:

—-—if time permitsAyou shold discuss the purpose of
your trip to Mexico.

In addition to mentioning the above specifics, it
would be extremely useful if you were to discuss
his general role in foreign policy and Executive-
legislative relations in the area.

Participants: The President, Mrs. Carter, Senator
Church and Mrs. Church

PressPlans: White House Photographer

ITI. TALKING POINTS

Iran-- wé are supporting the gakhtisr Government
as the legitimate government of Iran. Under the
present circumstances, it appears to offer the
best prospect for long-term American interests.
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-~ General Huyser spent a month there working to
persuade the army to keep itself intact and to
lend its support to the Bakhtiar Government. His
success in both of those missions is one of the
brightest moments in our policy in Iran.

-- We are making every effort to avoid giving

any encouragement to Khomeini and. his - forcess
Khomeini's declared intention to ignore the normal
constitutional processes and simply -take over the
government is not in our interest. It risks a
frontal confrontation with the military and a further
breakdown of law and order.

-- We do not wish to embrace Bakhtiar so openly
that it will impair his credibility or effectiveness,
but we are doing what we can to improve his chances.

-- I believe it is in the interests of all of us to
keep Bakhtiar's government viable and in place. He
may not survive (although he has shown himself to
be tough and determined), but we should do nothing
to endanger his position.

-- I intend to continue to hold to the policy of
not commenting on the internal affairs of Iran,
since anything I say can be used in a harmful way
by one faction or the other.

Saudi Arabi-- Harold Brown is going out to Saudi
Arabia this weekend for in-depth talks with the
Saudis about regional security. :

~- The Saudis are being pushed in several directions.

We have been gquite explicit in asking them for help

on oil prices and production. It is extremely difficult
for them when other nations are selling their excess
production at the spot market price--some $4 or more
above the Saudi price.

~-We are.also pressing them on the peace negotiations
and on economic support to Egypt, Sudan, Yemen and
other nations which have security problems. We have
been quite explicit about our disappointment with
their performance at Bagdad.

—-- However, the Saudis are also being pressed by
OPEC and many of their Arab neighbors to do just
the opposite of what we ask.

-— This is a moment of great sensitivity for the
Saudis. They see themselves as weak and surrounded
by growing hostility. They are seriously questioning
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the fundamentals of our relationship.

--Pressure on the rather fragile Saudi leadership
at the present time would risk splitting them into
factions, polarizing opposition to the U.S. and its
policies, and encourage them to look elsewhere.

-- The Soviets are actively courting the Saudis,

and we cannot dismiss the possibility that closer
relations may be established. For years the Soviets
have wanted a toe hold on the Arabian Peninsula.

—

N
-~ The stakes for the West in Saudi Arabia are
enormous. We will continue to press them for
closer and more active cooperation with our
policies. I am afraid that threats of reexamining
the F-15 sale will be counterproductive. ‘That only
raises their concern about our reliability on security
issues, and tempts them to look for alternatives.

Taiwan-- I continue to believe that the language
in the legislation I sent to you is adequate, but
I understand the Congressional viewpoint. Could
you give me some indication of how the language

is shaping up? What the legislation says is of
utmost importance to establishing our relations
with China. in a mutually agreeable way, thereby
assuring the security the Congress and I seek

for Taiwan. I understand that your people will be
talking to the State Department and I encourage you
to do so. ,

His Chairmanship/Role-- I understand that you have
many issues with which to deal as a new Chairman
and that you also must spend time -on your campaign.
Clearly there: are time when you need to put some
distance between us.

At the same time, I do not need to point out to you
that you have a unique opportunity to be the most
effective Chairman of the SFRC in 30 years. The
combination of your background and the Senate's
interest in foreign policy will enable you to have
a tremendous input. I know how important the SALT
Treaty is to you. ‘It is my top:<priority issue.
Your leadership will be vital.

I just want to emphasize: that Cy, Zbig and I want to
remain in close touch with you and work with you.
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THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

WASHINGTON
205068

February 8, 1979

MEMORANDUM FOR THE PRESIDENT
FROM : Ambassador Strauss P .
SUBJECT: The Textile Program in the MTN

Enclosed is the final text of the Administration Textile
Program which we will discuss again this morning. Its
acceptance on our part will give us no less than the
support of the textile industry and qualified support of
the key unions as we seek first the extension of the
authority to waive countervailing duties, and second,
approval of the MTN agreements. Support of this bloc

will make both tasks significantly easier; their opposition
would be fatal. The benefits of having them in a position
of support and cooperation will extend beyond these immediate
legislative objectives, I am certain.

This industry, employing almost two and a half million
people, more than half of them women, and a large portion
minorities, has been provided with special programs of
various kinds going back to the Roosevelt Administration,
and the present type of import-control program has existed
for almost twenty years.

Currently the industry is most concerned about rapid surges
in specific products from other nations which can cause
rapid loss of jobs and production. Their proposal is to
allow trade to grow, but not in such disruptive ways--and
that is the principal thrust of this paper.

As I explain in an attached outline of how this paper developed,
it began after the industry had secured an overwhelming vote

in the Congress to take textiles out of our MTN tariff
negotiations, which legislation you vetoed on November 11, 1978.

Your veto message (which I also enclose) was the starting point
for this program.
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Several agencies have expressed a distrust of this industry
and its associated unions, fearing that once a program such
as -this has your approval they will renege on their promises
to help us in the Congress. They recommend that failure of
the MTN for any reason should immediately terminate the
program we have set out upon. I do not believe this is
realistic, but I do agree that we should think about how

to handle certain elements of the textile trade should the
MTN not be approved. I feel certain that a number of
agencies would want to review where we stand in that event.

As a whole, the document we have drafted addresses a number
of the industry's problems in a . coherent way, giving them

a degree of certainty for annual planning purposes. This,

as you know, is crucial to good business operations. Most

of what is in here is already in place or is on the way

even without this paper. There are, however, several concepts
enunciated which represent the first statement of these
policy directions:

(l) A global evaluation of 1mports. This is a promise
that when we look at potential quantitative
restrictions for a supplier we will consider the
total volume of imports of the category of goods
in question from all sources. This recognizes
that a sharp increase from one source which would
not cause us to respond if it were the only such
increase, would in fact cause action to be taken
if it occurred on top of substantial and disruptive
levels of imports from multiple sources.

(2) An evaluation of the growth of imports from our three
v principal suppliers (Hong Kong, Korea and Taiwan)
in the context of the growth of the domestic market.
Currently growth accorded these‘major suppliers is
determined without explicitly requiring a review of
the condition of the U.S. market, often giving 1mports
a disproportionate share of the market growth. In
the next three years we would have an annual review
of this relationship and take it into account in our
negotlatlons.




(3) Avoidance of surges which now can occur when
a country substantially underships its quota
and then moves to full quota the next year.
To avoid some very significant surges, we would
under normal circumstances, limit a country to
an increase of half of its unfilled portion in
that product, but recovering fully in a
relatively short period. This is one of the key
points of prov1d1ng some certalnty for business

-“planning.

The remainder of the signlflcant elements of program fall
‘within pollc1es already in effect, and in some instances
includes promises which have already been fulfilled.
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ADMINISTRATION’TEXTILE'PROGRAM

Pursuant to the President's Statement of November 11, 1978.

The Administration is determined to assist the beleaguered
textile and apparel industry and is committed to its health
and growth,‘ This industry providés employment for almost
two and one-half million people, the largest single:source
of jobs in our manufacturing economy, and provides our
consumers with a reliable, competitively priced, vital
source for all the many vital clothing, medical, military,
industrial and other products of its modern technology.

In 1978, U.S. imports of textiles and apparel amounted
‘to seven billion dollars. U.S. exports amounted to only
2.6 billion dollars, a differential of almost five billion
dollars. This situation, with trade restrictions abroad and
our lack of success in exporting, contributed to unemployment
-at home. .It .must.be. improved in.the national interest.
Accordingly, today, the Administration is announcing a new
approach to deal more effectively with the serious problems
that face this industry.

GLOBAL IMPORT EVALUATION

--The United States Government will, on a continuing basis,
conduct a global import evaluation, consisting of a continuous

evaluation of textile and apparel imports, from all countries,
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categorf-by-category.' The purpose will be'to analyze the
impact of textile and apparel imports from all sources in
the context of U.S. market growth and conditions in the
industry. The results of this analysis will be evaluated
for their negative and positive consequgnceS-fOr trade
measures, in the light of U.S. rights under the Multifiber
Arrangement (MFA).

~--A member of the Cabinet, pursuant to a direétive from
the President, will have personal responsibility for overseeing
the global evaluation program, in cooperation with the agencies
having responsibilities with respect to textile trade, and
will report quarterly to the President on its implementation.
The program will begin not later than Marcﬁ 31, 1979.

IMPORT CONTROLS

Based on the continuous global import evaluation of textile
and apparel imports from all countries, category-by-category,
the following actions will be taken:

1. Import surges that cause market disruption, as

defined in Annex A of the MFA, will be aggressively
controlled, whether they occur from one source
or many, under agreements or otherwise. - In all
all of the import control actions, special attention
will be paid to the most import-sensitive or import-

impacted product categories.
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2. There will be aggressive and prompt enforcement of
U.S. international rights, including the use of MFA
_Article 3, and Article 8 (involving circumvention)
where the criteria of theée artiéles are met.

3. Uﬁdérétéﬁdiaéé?wifﬁmfeSPéct fd exiéting agreements
with the leading major exporting countries will be
reached to tighten controls for the remaining life of
these agreements, and to eliminate threats of further
market disruption through import surges which arise
from one agreement year to another due to: (i) the use
of flexibility provisions; (ii) partially filled quotas
in one year followed by more fully filled quotas in
the next year; or (iii) surges that occur in the course
of a single agreement year when an undue proportion of
the year's shipments is concentrated’in a shorf span
of time. In order to preclude harmful fluctuations,

where quotas have been substantially undershipped in the ‘Z{j%

preceding agreement year, in concurrence with the MFA
concept of orderly growth in trade, year-to-year

increases in such cases should not normally exceed

the previous year's shipment's plus one-half of the (7
unfilled portion of the previous year's quota but in no ;QV“
event more than the current year's quota. Thereafter, ﬂ7[,/ 14,4(;‘ :

the applicable growth and flexibility“proviéions would apply.




Where necessary to preclude further disruption from

thq»}eading,major exporting countries, the Administra-
~ading major exporting.

imports will not exceed 1978 trade levels ot 1979 base

levels, whichever are lower, and (2) in each of the

three following years, import growth will be evaluated

o e TE———— T

annually Sy cafegbry (1;5ludinéwzliwgiekibility-provisions S
for each category) in the contegt of the estimated rate

of growth in the domesiic market in that category, and
adjustments made. Particular attentidn shall be

paid to the most sensitive categories, especially in apparel,
where the import to domestic production ratio is high and
indicative of market disruption. The industry and govern-
ment will cooperate to-'the fullest extent possible so that
current data on domestic production on a category or produgt
basis will be available to assure the effective working

of this provision.
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‘The United States Government has just negotiated a

more effective bilateral arrangement with Japan to
remove the serious problem of disruptive fluctuations.
Strong efforts must also be made by the Government and
industry to expand substantially textile exports to
Japan. |
Recognizing the potential for sharp and disruptive growth
in ‘textile and apparel imports from-any major new
supplying country, theAUnited States Government will
seek to negotiate import restfaint 1evels with the
supplier as close as possible to the most recent levels
of trade for heavily traded or import-sensitive products
and to secure an effective means to

expeditiously deal with disruptive import surges in

any other category, in the context of the global import

evaluation program described above.

There will be improvement in quality and timing éf
monitoring efforts to provide the information for
prompt evaluation and appropriate actions. The present
system will be reinforced and, working with industry
and labor, means for faster feedback and response will
be developed.

Consistent with federal practices and procedures, there

will be full and prior industry/labor consultation on



strategy, outlook and problems with respect to bilateral

agreements.

-=A snapback clause, effective during the implementation

of the MTN tariff reductions, which will restore textile and

Vappﬁrel tﬁfiffs"to théir pre~-MTN levels if the Mgé_does not 7
continue to be ineffect or a suitable substitute arrangement

-is not put'into place, will be adopted as part of the
implementation of the MTN tariff reductions. In the event

the MFA is not renewed or a suitable arrangement is.not'put

~into place, legislative remedies will be proposed to allo&

the President authority to unilaterally control imports of
textile and apparel products consistent with the policy
enunciated in this statement..

--As a matter of continuing policy, the textile and

w@ppaxel;itemswingludedwin.the;Benry~Amendmentﬁwill‘be

excluded from coverage of Government Procurement Code
liberalization.

LAW ENFORCEMENT

--A major effort, made possible by a special appropriation

of the last Congress, designed to dramatically improve the
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administrative enforcement of all our textile agreements,
is currently proceeding. This program must be carried
through expeditiously.

--U.S. trade remedies against fbreign unfair trade
practices, including the countervailing duty law and
antidumping act, will be improved, their administration made
more responsive and their procedures accelerated in accordance
with legislation implementing the Multilatéral Trade
Negotiations.

--Customs will improve and make more thorough its
monitoring and enforcement efforts, including the use of
penalties available under law where appropriate, with respect
to improper transshipments, country of origin requirements,
and violations of quantitative limits, with the objective of
preventing evasion of restraint agreements and gquantitative
limitations.

INDUSTRY EXPORT DRIVE

--The industry will initiate a major export drive,
with the U.S. Government's commitment of full support,
including:

| ~-é market development program

~-vigorous USG efforts to tear down foreign trade

barriers.
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HIGH-LEVEL TEXTILE POLICY GROUP

--The President will appoint a high-level Industry-
Labor-Government Policy Group to identify and bring public
.attention to problems affecting the competitiveness of the
industry. |

OTHER SPECIFIC ACTIONS

--The pilot program to enhance productivity in the
apparel .industry will be expanded to include the ladies'
apparel industry.

U.S. INDUSTRY COMPETITIVENESS

--The textile and apparel industry indicates its resolve
to make maximum efforts to maintain international competi-
.tiveness, through promoting efficiency within the industry,
tovcontinue to act responsibly,puréuant to the
President's anti-inflation program guidelines, and to
support the nétional trade policy, which includes as an
inﬁégféiwbgft the program of orderly growth in textile
trade outlined above. For its part, the Administration
will act expeditiously to put the foregoing program into

effect and expects concrete results in sixty days.

7
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THE WHITE HOUSE
WASHINGTON

2/8/79

The Vice President

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

Rick'Hutcheson
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OFFICE OF THE VICE PRESIDENT ‘7 -

-
WASHINGTON <.l/

February 6, 1979

MEMORANDUM FOR: THE PRESIDENT
FROM: THE VICE PRESIDENT
SUBJECT: DEPARTMENT OF EDUCATION ANNOUNCEMENT

On Thursday, Jim McIntyre will testify before the Senate
Committee on Governmental Affairs on your proposal to create
a Cabinet-level Department of Education.

The White House Task Force established to oversee legislative
and public outreach strategy unanimously recommends that you
make a brief (3-5 minute) announcement in the Press Room

in advance of Jim's testlmony either on Wednesday or
Thursday morning.

Jerry Rafshoon has expressed reservations about your
participation in the announcement on grounds that your

public statements should insofar as possible be limited to
inflation/budget and SALT. I share the desire to limit as
carefully as possible your visibility on non-priority matters.

Nonetheless, I would strongly urge your participation in thlS
announcement for the following reasons:

o In the agenda process, you designated reorganization --
including the Department of Education proposal -- as one
of the top Presidential priorities for the year.

o This is one of the very few public events in connection
with the Education Reorganlzatlon that the Task Force
will ask you to take part in this year.

O One of the most frequently voiced questions raised by
constituent groups and Members of Congress last year,
was the depth of the Administration's commitment to
enactment of the bill. A short statement by you
reaffirming your commitment to press for Congressional
approval would substantially allay those concerns.
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"*Memorandum for The President
Re: Department of Education Announcement
February 6, 1979 SR
Page 2

Despite some criticisms last year, I believe there is no -
reason to back away from the Education Department proposal.
Education directly touches the lives of nearly 70 million
Americans, and improvements in the management and quality

of the federal effort are unquestionably needed. The
reorganization proposal helps to break up a Department (HEW),
which is generally viewed as too big and unwieldy for
effective management. With a strong push from the
Administration, I believe this measure can be passed

in this Congress -- possibly within the first six months.

I recommend that you make the statemeht, which would be
followed by a detailed briefing by OMB. Stu, Frank, Jim,
Anne and Hamilton agree.

Approve Disapprove v

Rz -
J
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THE WHITE HOUSE
WASHINGTON
2/8/79

Stu Eizenstat
Bob Lipshutz:

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

Rick Hutcheson

cc: Bob Linder
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THE WHITE HOUSE

WASHINGTON

February 7, 1979

MEMORANDUM FOR: _ ' THE PRESIDENT

FROM: . ~ BOB LIPSHUTZ
i STU EIZENSTAT é;ﬁb
SUBJECT: ' ‘ - CAB Decisions: British West

Indian Airwayvs; Lloyd Aereo
Boliviano and Olympic Airways

The CAB proposes to award or amend fofeinn air carrier
permits to increase authority to the Carlbbean, Brazil,
and points in Europe.

All agencies and we recormmend that you approve t'= CAB's
decisions by signing the attached letter to the Chairman
which indicates that you do not intend to disapprove the
orders within the 60 days allowed by statute.

Approve -V Disapprove -

DOCKETS: 13962
23229
33183
133294
33360
33511



——

N T R S i

THE WHITE HOUSE

WASHINGTON

To Chairman Marvin Cohen

I have reviewed the following orders-proposéd by
the Civil Aeronautics Board: ’

British West Indian'Airways, Ltd.
Dockets 13962, 23229, 33183

Lloyd Aereo Boliviano, S.A.
Dockets 33294, 33360

OlYﬁpic Airways, S.A.
Docket 33511

I do not intend to disapprove the Board's orders

within the 60 days allowed by statute.
| ' Sincerely;

M
oy

Honorable Marvin S. Cohen
Chairman

Civil Aeronautics Board
Washington, D. C. 20428

e TN




/4
? ¢Jﬁﬂn\
THE WHITE HOUSE 7’[.{‘“3{7

WASHINGTON

Februwary 7, 1979

'~ MR. PRESIDENT

Do you want to see
Bob Strauss and Stu
Eizenstat again today

on textiles?

YyEs ¥ NO ' ﬂﬂ

PHIL 1[171‘7
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THE WHITE HOUSE.
WASHINGTON

2/8/179

Stu Eizenstat

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

Rick Hutcheson

: i &{
: i 4
3 ° 4
. i
’ ;
~ 3 H
N . H

o i3

o
1
. B

X

pyo T



E\ectrostatie Copy Made

g for preservation Purposes

“ongressional

an ‘ ,
United § OF T GRESS, |
q? .t*.emex?c?s PROCEEDINGS AND DEBATES OF THE 96’1’ CONGRESS, ‘FIRST SESSION
Vol. 125

WASHINGTON, THURSDAY, JANUARY 25, 1979

PAN AMERICAN-NATIONAL AIR-;
- LINES MERGER ;

Mr. MOYNIHAN. Mr. President, the
proposed Pan American-National ‘air-|
lines merger is:a matter of considerable
importance to the State of New York.
My colleague Senator Javrirs ‘and I both
appeared before an administrative law
Judge of the Civil Aeronautics Board and
testified to that effect. .

The 34 members of the New York
State congressional delegation have sub-
mitted their views in support of the
merger to the CAB. The mayor and dep-
uty mayor of the city of New York, and
the. chairman of the Association for a
Better New York, have endorsed it in the
strongest terms, as have the New York
State Senate, the New York State assem-
'bly, and the New York City Council.

Given the significance of the proposed
merger to my State and to the United
States’ Interest in a strong international
alir carrier, I am delighted that the De-
partment of Transportation, which has
primary authority and responsibility tor
air transportation matters within the
executive branch, has urged the CAB to
approve it. The CAB's Bureau of ‘Do-
mestic Aviation knd Pricing also: an-
nounced, at the conclusion of the hear-
ings; that in its opinion the Board has
no alternative but.to approve the merger..
I was disappointed, but not surprised,
that the Department of Justice, in its
brief to the law judge, took a different
~ view. The Department has a long history
of opposing mergers between trunk car-
riers, and despite the clear economic
realities of this case, despite the action’
of Congress last year in reducing the
burden air carriers must meet when they
seek to merge, Justice has adhered to its
historical position. -

Running through its brief is the notion
that Pan American could, . if it only
would, develop a domestic route system
from scratch, and thus avoid what Jus-
tice calls the “‘antt-competitive’” alterna-
tive of acquiring Natjonal Airlines. Exec-
‘utives of Pan American have said un-
~ equivocally that Pan American neither

can nor will attempt such & thing. The
cost of acquiring the necessary aircraft
and bullding the necessary ground sta-
tions is much too high. Even if the funds
could be found. for it, competitive cir-
cumstances would not permit it; by the
time Pan Am got such a system under

A endte_

way several years from now, other car-
xiers, in the new deregulated environ-
ment, would have already entered and
absorbed most of the promising markets.

Mr. President, Pan American’s vitality
is important to New York and to the Na-
tion. -It needs a domestic route.system
that:can feéd traffic- onto and-from its
international.system, if it is to be and re-
main economically'viable. The only prac-
tical way it can obtain such a system
is. to merge with a going domestic air-:

line. National is the smallest of these.

Merging Pan Am with National ‘will
eliminnte no competition of consequence.
On t,he contrary, it will enable the
merged carrier to be more competitive.
Thus it is in the public interest.

I sincerely hope that the Civil Aero-
nautics Board will find 1t so. I hope that
the: President, who will also have a role

in deciding the matter, will agree.

In this- morning'ss Washington Post
there is an excellent editorial that calls
on the Board, among other things, to
approve the. Pan Am-National merger..
I ask unanimous consent that it may be

printed .at this point in the Recorp. s

‘There being no objection, the editorial

was ordered to be printed in the Recorb,’
as follows: C

WHOo GETS NATIONAL AIRLYNES?

‘The airlines are responding to deregulation .

Just as the economists sald they would.;
Competition 1s proliferating all over the:
place (Alr Florida 1s opening up at Duues)..!
and lower fares are available to almost any-|
where. That’s the most visible part of ' de-;
regulation, as-well as the part that provides:

- passengers with the most immediate bene--

fits: But at the Civll Aeronautics Board, the
other aspect of deregulation—the question
of what the government should do about
alrlines that want to ‘merge—is grinding
along quietly. :

The target; in the biggest atrline merger

case of the last decade, 1s National Atrlines,’

the most sought after airline in the nation..

‘Pan American World Alrways wants to ‘ab-.

sorh ‘it to get its-domestic routes. Fastern’
Alrlines wants it for its international routes.
Texas International wants.to latch onto it
Just to get bigger. Within the next two
months or 8o, the CAB will decide who gets:
it and, in the process, tell sirline companies
how free of .government regulation they
really-are.: :

In the days before deregulation, the CAB's

. Job would have been comparatively simple:

It would have weighed the anti-competitive

aspects of -each proposal as well es the

strengths and weaknesses of each airline.
Eastern, for example, would have been ruled
out. automstically because it is one of Na-
tional's major competitors in the Southeast.
But with the new kinds of competition the
government is now fostering, the baldnce ‘is
more complex. Eastern argues that the com-
petition that would -be eliminated 1if 1t
merges with National would be replaced al-

:mmost immediately.. It says other sirlines

would leap into the markets left vacant by
National's disappearance, something they
can do now but could not do before deregula-

tion. . - :

Eastern-may be right, but it is doubtful
if the CAB—or anyone. other' than Eastern's
executives—is willing to take that chance so
early in the new competitive era. There is
too much of an overlap between the.routes
served by Eastern and National to run the
risk of e sudden drup in competition in &
growing part of the air néetwork. Indeed, this
particular merger propossal 18 a classic: viola-
tion of old antitrust theory. . :

The  situations involving Pan Am and

Texas JInternational are quite different.
‘Neither i1s a major competitior. of National,
although Pan Am is a potential one because
of National’s newly acquired North Atlantic
routes. But .there i5 enough other competi-
tion slready across that ocean so that the
anti-competitive effect of & National merger
with Pan Am would be minimal.
- Texas Internationsal's effort-to take over
National grows from its desire to be a strong;
big alrline rather than a strong, regional one.
That .18 . certainly a desire the government
ought not to squeich. On the other hand,
Pan Am needs a domestic route structure in
the new competitive climate to stop belng a
weak, big-alrline. It can get that structure
cheaper by buying National than by bullding
one itself, the course suggested to it .by
former CAB Chalrmsan Alfred Kahn, -

In this framework, the CAB Chalrman
might be well advised to biess both Pan Am
and Texas International and let National's
stockholders decider who wins. While such
a decision could spur more merger proposals.
it would be in keeping with the spirit of
deregulation. A dezision blocklng either or
both of these takeover bids would suggest
the government 15 not yet ready to let go
of the regulatory reins it has kept on the
airline industry much too long. :

i




" THE WHITE HOUSE A
WASHINGTON 4

February 7, 1979 /ﬁgfﬁ

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR THE PRESIDENT

FROM: HUGH CARTERﬁkZ)

SUBJECT: Nixon Visit to China

Former President Nixon's chief of staff, Jack Brennan,

called me yesterday and relayed the following message
from Mr. Nixon.

Last October, Mr. Nixon accepted an invitation to visit
the Peoples Republic of China in March of this year.
However, Mr. Nixon told Vice Premier Deng Xiaoping at
their meeting last week that in light of the recent
normalization of diplomatic relations with China, he
felt his March visit should be cancelled until after
such time that you go to China. Mr. Nixon told Vice
Premier Deng he felt strongly that the next important
person to visit China should be you.

Deng's response was that it made no significant difference
to them, and that decision should be made by you and
Mr. Nixon.

As a result of this conversation, Mr. Nixon has officially
informed the Chinese that he does not feel it is
appropriate for him to consider a visit to China until
after yours. -

I told Jack Brennan that I would relay this information
to you and would let him know of any response from you.
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THE WHITE HOUSE
WASHINGTON

2/8/179

Stu Eizenstat

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

Rick Hutcheson

cc: Jerry Rafshoon




THE WHITE HOUSE
WASHINGTON

2/7/79
Mr. President:

Rafshoon and OMB concur with
Eizenstat. :

Congressional Liaison commehts:
"our impression is that ad-
vantages of equal time usually
accrue to the benefit of
non-incumbents; consequently,
if benefit to the President's
reelection campaign is a
"factor in the decision making
process, we should support

- eliminating the equal time
requirement. However, we have
not been approached on the Hill
about equal time, and take

no position on the merits."

Rick
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h THE WHITE HOUSE - 0
WASHINGTON
-February 1, 1979 -

MEMORANDUM FOR: THE PRESIDENT

FROM: STU EIZENSTAT cg
: STEVE SIMMONSY7.

SUBJECT: Equal Time Law Reform for TV and
Radio Coverage of Political
Candidates

The: Commerce Department’'s National Telecommunications and
Information Agency (NTIA) has been asked by the House Commu-~
nications Subcommittee for Administration views on revising
the Equal Time Law, and your guidance is needed.

BACKGROUND

Under the so-called "Equal Time Rule," if one political
candidate buys or receives free TV or radio time, all
other candidates for the same office must be given a pre-
cisely equal opportunity. News-type programming is exempt
from this requirement. The FCC has ruled that debates
between and press conferences by qualified political candi-

dates are exempt "news," provided they are not initiated
by broadcasters.

House Communications Subcommittee Chairman Lionel Van Deerlin
has proposed fully repealing the Equal Time Rule for Presi-
dential, Vice Presidential and Statewide races (senate,
gubernatorial, etc.) in general and primary elections. NTIA
has proposed a more limited reform, urging that the Equal

Time Rule be repealed only in Presidential and Vice Presidential
general elections, and only for free-time broadcasts. Under
NTIA's proposal, the Equal Time Rule would continue to apply
in these elections for any paid political commercials, but
would not affect any political programming a broadcaster aired
on his own. NTIA argues that such a repeal would:

- Eliminate the inhibition broadcasters now feel about
airing documentary and other programming on the "great
issues" of the campaign. Broadcasters claim since these
are still covered by the Equal Time Law, they will not
air this type of programming since it means they will
have to give similar air time to all fringe candidates.
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- Allow broadcasters themselves to hold the debates in
their own studios, without the "League of Women Voters"”
or some other outside organization controlling them.
NTIA suggests that participation by the League or a
similar group is really a "legal charade" to show that
"news events" are actually taking place thereby making
the debates exempt from the Equal Time Rule.

- Be consistent with your initiative to "deregulate“
industry, and is supportive of First - Amendment press
rights.

RECOMMENDATION

We recommend that the Administration not take any position
on the Equal Time Rule reform at this time, and that the
NTIA proposal not be approved now because:

- Minority candidates would object to Equal Time Rule
reform, and some may charge that you want to deny
equal time to other candidates only to politically
benefit yourself.

- This commits you further to do debéting in 1980, since
it may be claimed that your Administration revised the
Law in part to facilitate the debates.

- Your challenger in 1980 would get more coverage than he
might get otherwise.

- There will be no legal need for the League of Women

Voters or some other organization to sponsor the debates,
and they will criticize this.

- Aside from Congressional inquiries and the continuing
broadcaster preference for revision, there is no great
interest group pressure to change the Equal Time Law.

The continuing Congressional inquiry and a prestigious

Twentieth Century Fund report on this issue soon to be

released may focus attention on our inability to formulate

a position. But we think we can have NTIA testify that as

an incumbent Administration with a vested stake, we simply <
--do not want to take a position on the issue at this time.

Unless you disagree, we will so instruct NTIA.

C ¢
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RICK/BILL:
RE EQUAL TIME MEMO

FROM: CONGRESSTONAL LIAISON

Our impression is. that advantages of ET usually accrue to
benefit of non-incumbents; consequently, if benefit to the
President's re-election campaign is factor in the decision-
mkaing process, we should support eliminating ET requirement,
However, we havenot been approached on Hill about ET and

take no position on the merits. (BT)



THE WHITE HOUSE

WASHINGTON
2/8/79

Mr. President:

Frank Moore told me you were
ready to interview Bob Clement
for the TVA vacancy. Do you
want me to proceed with an
appointment for him with you?

e
o ¢

/ yes no
Phil
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