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WASHINGTON
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Mr. President: _
If you are still interested

in having a group of oil

company types in to see you

I suggest this coming friday

for a working lunch for

about 90 minutes.

L-"approve . disapprove

Phil
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THE WHITE HOUSE

WASHINGTON *

May 21, 1979
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MEMORANDUM FOR THE PRESIDENT 1
FROM: JODY POWEL

After reviewing this transcript, the NSC and State feel that
use of the term "members" could cause problems,as it is against
the law to be a member of the PLO in Israel. '

We have indicated on the transcript that you intended to say:

"supporters" instead of "members."

Electrostatic Copy Made
for Preservation Purpcsses




EMBARGOED FOR USE BY

NON-PARTICIPANTS UNTIL _
3 P.M., EDT, SATURDAY, ‘ : MAY 18, 1979

MAY 19, 1979

Offlce of the Whlte House Press Secretary

THE WHITE HOUSE

INTERVIEW WITH THE PRESIDENT
FOR
‘'NON-WASHINGTON EDITORS AND NEWS DIRECTORS

The Cabinet Room

1:15 P.M. EDT

THE PRESIDENT: I am very pleased to have all of you
here. I see some old friends around the table from Georgia. I
am very pleased. '

I think this is one of the best things that we have
done since I have been President, is to have in on fregquent
occasions, distinguished leaders of the news media throughout
the country. It gives me an opportunity to answer your guestions,
to learn about the interests around the Nation,and also to express
in each case, at the beginning of the session, some particular
point that illustrates the kind of difficulties or responsibilities
that a President has to meet.

Yesterday, there was a very dlsapp01nt1ng vote in the

House of Representatives on obtaining a rule for Panama Tredty
1mplementatlon legislation. We only won the vote by two votes, which
is very disturbing to me, and I am sure to the Nation. The

fact 1s that the Panama Treaties have already been implemented.

The President and three other Presidents before me negotiated

the treaties. The Senate has now ratified the'Panama Treaties..
They are the law of the .land. They became effective the first
day of Aprll : ' ' T

The Panama Canal Zone will become Panama territory
on the first day of October 1979, no matter what the Congress
does this year on implementation. ’

The reason for the implementation legislation is to
permit the United States to operate the Panama Canal between now

MORE
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and the year 2000 and also to defend the Canal Zone between
now and the year 2000 with U.S. forces.

If the implementation legislation is not passed
in a timely fashion and in compliance with the treaty, we
would be faced with a very serious consequence.

We could not handle the problems or needs or
obligations for and to American workers there. We could
not transfer workers from one place to another. We couldn't
deal effectively with the Panamanian workers who have been
employved there for many years.

The citizenship status and basic rights of
-Americans in the Panama Canal  Zone would be in doubt. We
‘could not provide for the facilities and equipment to defend
the canal. In fact, the operation of the canal itself might
very well be interrupted.: '

I don't believe the Congress will put us as a Nation
in that posture.. But there is a great deal of misinformation
about this subject. Even some Members of the -Congress feel
that if they don't pass implementation legislation, it could
somehow abrogate the treaties themselves.:

As you know, the canal is very important to us.
A substantial portion of o0il, for instance, for the East Coast
is derived from wells in Alaska, it comes down through the Panama
Canal and up to this coast.

The Gulf ports are dependent upon the Panama Canal
in a very large way, about six or seven percent of our total
trade traffic goes through the Panama Canal with overseas
destinations. -Consumers would be adversely affected. Farm
supplies, farm goods, grain and other items use the Panama
Canal in a very large and important fashion.

‘This is the kind of prbblem that a President does

face in dealing with the Congress, to implement basic policy
after that policy has been established.

MORE
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We will be facing the question in the future
of how to deal with the SALT tre€aty, which will have been
negotiated, I hope -- if everything goes well -- by the
end of next month; and of course, how to deal with the
Rhodesian question, how to implement the Mideast Peace
Treaty in an effective fashion.

Those are some of the foreign affairs problems
I have to face -- inflation, energy, and many other items
on the domestic scene are of comparable importance and
I might say of cOmparable difficulty. ‘

: I would be glad to answer any questlons you all
might have.

QUESTION: Mr. President, when you meet with
Secretary Brezhnev next month, what will be the priority
‘items-of discussion -- SALT obviously -- but there must be
others? - '

THE PRESIDENT: We have not yet agreed on an agenda.
It is a little difficult for me to answer your question
definitively until we and the Soviets have concluded that
discussion. '

The conclusion of the SALT negotiations which
will be practically concluded then and the signing of the
documents will obviously be a major step. In arms control,
we are dealing with the question of anti-satellite capabilities,
trying to restrain that. We will proceed with further discussions
of a comprehensive test ban on nuclear testing. The British are
a party to that. ‘We keep the British thoroughly informed. .we
will proceed also with discussions on the control of the transfer
of conventional weapons to the developing countries and to
others as major arms suppliers.

We have had several meetings on that subject.

We will proceed with discussions of the mutual and
balanced force reduction talks that have now been going on without
much progress for the last five years in Vienna. We hope to
make some progress there.

Prior to the time‘I meet with President Brezhnev,

I will be meeting with ChancelloEifffizEE:in this room, I think

P
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the first week in June.. We are constantly consulting with .
our European allies on some of these subjects that affect
them. R '

Secretary Harold Brown, who is in Europe right now,
has been involved with those subjects. We will also lay the
ground work, describe the parameters or a general outline of
the SALT IITI discussions if everything goes well.

We will have some discussion about trade, I am
sure, about refugee problems, about some potential improved
waYs for us to communicate with one another, if regional 2 =
altercations or disagreements should arise so that we can -
have. a stable and a more secure, more peaceful interrelationship
with the Soviet Union, and at the same time, meeting with the.
Soviets on a peacefully competitive basis, and prevailing in
those competitions as often as possible.

I would say arms control, trade, better communications
in the future would be the general outline. 2ll of those items
that I described to you, certainly with the exception of SALT,
still have to be approved by the Soviets. e

MORE
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QUESTION: Morris Wilkes from KRLB in Lubbock,
Texas. What happens if .the United States Senate does
not ratify the SALT treaties? I was talking to some
Senators on the Hill yesterday and they said the votes
are not there and they don't see them coming around.
What happens if they do not ratify the treaty,
Mr. President?

THE PRESIDENT: That is a terrible possibility
~to have to contemplate.

The SALT negotiations are a continuing
process that were initiated as far back as President
Eisenhower. We have made steady incremental progress,
sometimes very slow, very tedious, very careful, with a
limited test ban to protect the .atmosphere, SALT I at
Vladivostok and now with SALT II. SALT II has been
‘under negotiation for going on seven years. I am
the third President who has participated in this: process
It is a oarefully.balanced-treaty., It is in our
best interest. It protects our own Nation's security and
will contribute to world peace and I think also is in-
the best interest‘of'the Soviet Union.

Substantial- amendments to the treaty which
would be an easy way out for a Senator to say, "Well,
we don't like what you have done, c¢o it again," would
be, I think, unacceptable to the Soviet Union and to
us if there was any substantial change in the treaty
terms. - :

It would put me in a very difficult pos1tlon.
- And I think that a rejection of the treaty would
“interrupt -=- I-wouldn't predict terminate -- but
at least interrupt with .serious conseguences the
process of controlling nuclear weapons over. many years
time. i

MORE
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There would be no way to move to SALT III.
It would be very difficult to reopen SALT II because
why should a President of the Soviet Union want to
negotiate with the President of the United States if
ultimate approval by the Senate of ‘a carefully balanced
treaty was extremely doubtful?

: It would be a terrible blow to our own allies
in Europe. I think it would shake the strength of NATO
itself because many of our allies in Europe feel that
they are in the forefront of some possible confrontation
between the two superpowers. And they might be the
first to suffer in case a nuclear war should take
place. And for us to prove that we are not able to

get along with the Soviet Union and control nuclear
weapons, when we have thousands of nuclear weapons on
both sides already, I think, would cause many of our
allies to look with doubt on the advisability of their
having unilateral agreements with us.

I think they would start searching for some
alternative to the NATO alliance exclusively, I don't
think . they would abandon NATO but they would Jjust have
to start feelers to the East to see if they could have some
insurance here to avoid a confrontation when we ourselves
have proven unable to lay the groundwork for nuclear
arms control '

We would have a very serious problem, too, in

trying to restrain other ootentlal nuclear powers  from
. coming into being.

MORE
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There are at least a dozen or more nations
right now who have the .technological capability of
developing nuclear explosives. We have exerted a
tremendous amount of effort, I and the Congress, in
trying to restrain those nations and keep them from
becoming nuclear explosive powers.

India, Pakistan, Irag, South Africa,
Argentina, Brazil, South Korea, Taiwan, and so forth, and
others that I could name if I wanted to, have been
restraining themselves with a large part of their -
restraint predicated upon the anticipated voluntary -
control by the Soviet Union and the United States.
If we should fail in this, it would be almost
impossible for me to go to the President of Brazil
or the Prime Minister of India and say, “Please do
not: develop -a nuclear ‘explasion." It would make
me look ridiculous to try to continue that effort that
I have been pursuing.

And the last thing that concerns me that I will
mention this afternoon because of the pressure of time,
it would give the Soviets an enormous propaganda weapon
to use against us. They would be identified, at least in
their own mind and maybe in the minds of many non- :
aligned countries around the world as a peace-loving
Nation. They would certainly hammer at this point ~--

"We ourselves believe in nuclear arms control, but look
what the United States has done."- In the peaceful
competition that I described earlier with the Soviet
‘Union, we would be at a decided disadvantage if we -should
reject this major move toward increased peace throughout
the world, toward increased security for the United ~
States, toward increased control of the world's most
destructive weapon. . - '

MORE
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QUESTION: Mr. President, Herb Kamm of the Cleveland
Press, sir. s

Mr. President, I Wwould like-to turn to a political
guestion. As you no doubt- are aware, the Chairman of the
Democratic Party in Cuyahoga County is leading an effort
to encourage Senator Kennedy to run as President.

THE PRESIDENT: Yes, I have heard that. (Laughter)
QUESTION: iWould vou mind commenting, sir?

THE PRESIDENT: Well, what the local political =
organization does is something that I can't control. I PR
have not talked to him about it. I would be glad to, if ' =
he has some particular concerns.

I think that this is tihe case in several
instances around the country. It is certalnly not an
- unprecedented political circumstance 1in the year . . '
. prior to a Presidential election year. ‘I am not a
. I am a President. I don't have any intention of announcing
my own plans until late this year. -

But Senator" Kennedy ‘isa very popular and
‘attractive man. If he became a candidate, he would be

a formidable opponent for anyone else who ran. If I decided
to run, I wouldn't have any fear of meeting that kind of
competition. It was there for me to face when I was an
unknown Governor plannlng my campalgn when Senator-” Kennedy
was the prime potential opponent.

Senator ‘Kennedy has announced repeatedly that he
_ is. not a candidate, he intends to support me; thinks I will
.get the nomination. I think he is pleased with that. . I
take him at his word. It doesn't cause me any deep
concern. I would like to have the full and enthusiastic
support of the Democratic leaders in the Cleveland area,
Cuyahoga County and also throughout Ohio, indeed the entire
‘Nation. But I have to make difficult dec151ons I am responsible
for them. I have no aversion to them. '
People naturally get concerned about particular
issues or ideas. I don't know what the motivations of
the County Chairman are, but I have confidence that
eventually the Democrats will make the rlght decision, and.
the American people - (Laughter)
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' QUESTION: Mr. President, Richard Grimes from West
Virginia. There is a feeling in the State -that your strong
commitment in 1977 for coal has eased up somewhat, I think a

lot having to do with the EPA regulations that are slow1ng
our sale of coal. TIs that true?

THE PRESIDENT: No. I doubt that any oether Adminis-

tration has ever done as much to.encourage the present and future
production of coal as we have.

It has been a top priority for us. ‘We want to
increase the production and use of coal tremendously in this
country. We passed, by law, restraints on major stationary
power plants, against the future continued use of oil and
natural gas -and substitutes for coal.

L - We have- trled “to’ encourage the use of coal ‘in this
_respect; "I think the new settlement between the United -

Mine Workers and the operators has provided a degree of
stability and an absence -of w1ldcat strlkes and so forth
that is encouraglng. ’ :

I think in the long run, the.sure supply of coal,
without unexpected interruption, is going to be helpful.’
Under the chairmanship of Governor Jay Rockefeller, a =
~commission made up of all elements of the coal industry 1is"
‘now preparing a report for me that would give advice to me
.and the Nation on how .we can increase the use and productlon _
of coal. '

I have asked -all the agencies who. are interested
in the Federal Government, who have a responsibility in the
Federal Government, to prepare advice for me on how we can-
__increase the consumption of coal in- our Nation. We are runnlng
‘out of o0il and gas. Our ba51c ~energy proposal to the Congress
in April 1977 contemplated an: enormous increase -in the" productlon
and use of coal

_We have tried to deal with the transportation:problems
that affect the coal industry, not only in West Virginia, but =
throughout the Nation. My guess is that when the environmental
protection standards are promulgated as -is now required by
Federal court order, that the need of our Nation for the use of
coal w1ll be a major ‘factor in- their deCLSwon

MORE'
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- I have met around this table within the last two
weeks with the United States Senators, I think from 12
different coal-producing States, to get all of their ideas on
the consequencesof this decision. It is made by EPA, an
independent agency, and the EPA Administrator was here. He
is a sound person and he is working with people who have a
balanced view of the quality of our environment and the
need to meet our energy requirements.

So I don't think the people of West Virginia need
to fear any deviation of my Administration in enhanc1ng the
production - and the use of. coal

The last thing-is that if we get -- -if and when
‘we get--the windfall profits tax and the Energy Security’Fund;
we will have substantial increased monies for pilot plants
for the  1liquefaction and gasification of coal and research
and development on new ways to use coal that would be of
tremendous benefit to West Virginia, and to other States.

QUESTION: ‘Mr. President, I am Ed Belkin, news
. director of KYW News Radio, Philadelphia. Citizens in the
. northeast are increasingly disturbéd with military facilities
_ being closed or shifted to the so-called Sunbelt States from
what ‘is. already an' economically depressed area. I am sure
-you know all too well the case of Frankford Arsenal, the battle
of the aircraft carrier Saratoga is underway, vet, between
Philadelphia and Newport News. Now,of .course, 1s the issue of
~basic training. at-Fort Dix. What are you doing to ensure that
this apparent imbalance is corrected so that all these facilities
are not shifted out of the northeast and that the thousands of
~jobs and millions and billions of dollars that would go with
these facilities. are not shifted elsewhere?

MR. PRESIDENT: Economic factors and balance of military
placement in the country are both factors in the ultimate decision.
The primary factor, however;.'s how to enhance our Nation's
security to an- optlmum degree w1thln budgetary and personnel
constraints. , o -

I have never interfered in a very carefully evolved
decision by the Department of Defense in deciding how to modify
the base structure. - I think that we have proven, since I have
been in office, to have the best interest of Philadelphia at heart:
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I We recognize the adverse economic impact of the
Frankford Arsenal decision. It was reassessed after I got into
office and again, after considering all the factors, the Defense
Department felt this change was advisable. I did not dispute

that final decision. We assessed all the economic factors as
well as the military factors. :

~ On the Saratoga, we could save some money by having
~the repairs- or-the overhaul of Saratoga performed at Newport - -
- News.

But I feel that it is very 1mportant for the shipyard,
not only at Newport News, but also in Philadelphia, the Navy
shipyards, to bé kept available for future use in case of a
national emergency. - My Administration, with the full knowledge
"0of the Newport -News people, went all out to assure that the'major
- overhaul of the Saratoga would be carried out in Philadelphia.

.+..It was done on the basis of merit and -although it cost a little
- bit more to do the actual overhaul, it preserves the entity’

itself and the strength of the Phlladelphla shipyard for future
.use in a balanced. fashlon.

These are very comp11cated dEClSlonS They have in.
the past been fraught with political 1nterference I don't
believe that anybody could accuse me or my Administration or
the Defense Department, Charlie Duncan,  the Deputy that makes
the basic recommendation, of ever making one of these decisions
on the basis ofgpolitics, not to get.votes’or anything else.

_ Sometlmes we aggravate some extremely 1nterested
and -dedicated and competent Members of Congress when those
'changes are made. But in balance, I can tell you that every
"decision has. been made to the best of my ability, in the best
~ interest of our Nation's securlty, w1th1n the budgetary and

personnel limits.

_ And_we, on’ some occasions, we make a decision 1like -
-in the Philadelphia shipyard overhaul case of the Saratoga
to preserve the ability of a defense establishment for future
use in. ~ case of an-emergency. That 'is the best answer I
can give you. ' ' - :

"MORE -
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: QUESTION: Raul Parra from the Spanish

Television Network, Albuquerque, Are there any definite
plans on how to deal with the illegal aliens influction
from Mexico and the pOSSlblllty of lmplementlng the bracero
program again? .

THE PRESIDENT: We have no plans to use the
“bracero’ program again. ' As you know, I presented to

the Congress my first year in office, after a great

deal of study, a proposal on how to deal with the undocumented
workers -- there are many names for the same people, some

- been calling them undocumented workers. The .other day .
somebody suggested we call. them undocumented taxpayers.
(Laughter) f;' TS D :

S ) But ‘the. Concress has not been’ w1lllng to. act. on my
A.recommendatlons._ ‘The Hispanic American:: communlty is sharply
divided on the issue because’ the. undocumented workers -
coming into our country compete in some areas for scarce
~jobs, ‘as you know.  In other cases, those very same . '
American citizens who have Mexican heritage would- llke

for their relatives ‘to come here,and the pressures from.,x
economics in Mexico are quite severe now, But Mex1co/_

- with a large prospective improvement -in their economy .

- in the future because of the gas ‘and oil discoveries, I thlnk
will help to assuage: this problem. -.I have met w1th

Lopez Portillo, the President of Mexico,  on.

this subject at length. I have sent’ Reubin- Askew, the

- former Governor .of. Florida:- and the1Cha1rman of my ,

. Commission .on Immigration, down to meet for several -days -
"with the President of Mexico, the-Secretary of State,

"the Foreign Minister and others. We are trying to

evolve a program that would be falr. - I think for the

first ‘time, at least in my historical memory, Mexico

‘and the United States Government are now working in

harmony to try to hammer out a reasonable and fair
-approach,to ‘the- problem.‘

I don t  say that we' w1ll be together at the, -
end but we are worklng together., The last thing 1is
that "I have pledged to all the minority groups in our
country, and-.to the people of Mexico, that undocumented
workers who are in our Nation and who do not have a legal- -

MORE
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'rlght to be here, will be. treated fa*rly ‘They will _
not be abused, Their constltutlonal -- human .-- rights will
be preserved.

I am sworn on my oath to uphold the law
-and the Constitution of my country. There is no way
that I can condone.the illegal crossing of our border.
. But we are working'the best we can to deal with the
~question that has béen.long in existence and to do it
humanely and fairly and legally. Some modification of
the law will be required.

. The Commission that has now been established
-will make those recommendations. I and the Congress
are waiting for the 'recommendations to be made.

 PATRICIA:BARIO: ‘.Thank, sir.

, ' 'THE PRESIDENT: Thank you. .I will take one
other question. :

_ _ QUESTION: - Hal Rosen of Chicago.. Earlier this-
week :on Monday, Joseph Sisco, speaking before the . E
' Chicago Foreign Relations Council, said that while it
is official‘U;S.,policy'that:We_don“t recognize -- oOr.

- make contact, rather, with the PLO' unless they-
~recognize 242 that he sees modification in this in the
future PR : : o '

"While he is not an official government
spokesman, obviously, does ‘his view reflect any change
~in our policy?

THE PRESIDENT: There has been no change.
I don't contemplate any change.. Our Nation’is~pledged,
again, on our word of honor, whithI have corroborated
since I have been in office, that we will not deal
with the PLO until they accept UN Resolution 242 as-a
basis for negotiations which all the other Arab entities
have done,. and until they recognize the right of Israel to _
exist. : :

MORE
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I think that any such meeting.on any kind of
official basis would be counterproductive. We are not
doing it surreptitiously. We are not cheating on
our commitment. Obviously, as is well known by Israel, there
are members of the PLO, individual members, who are
mayors of major cities, for instance, on the West
Bank and the Gaza Strip. Both we and the Israelis
deal with them as Palestihians,'not, however, in their
capacity as members of the PLO.

So there has been and will be no chahge in this P
policy.

- I have got time, I think, if you would let me,
to have either one more guestion or get an individual .
photograph with everybody here. Iy preference would
. be. to- get a photograph (Laughter) : '

, We only have three or four mlnutes, so if you
would come by, I would. llke to just shake hands and we
will have a photographer standlng here. We will send
‘you the photograph : - - ‘

END - (AT 1:45 P.M. EDT)



THE WHITE HOUSE
WASHINGTON

21 May 79

Secretary Califano
Secretary Marshall
Stu Eizenstat

Jim McIntyre
Charles Schultze

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

Rick Hutcheson




THE WHITE HOUSE

WASHINGTON

May 15, 1979

A

MEMORANDUM FOR: : ‘ THE PRESIDENT

FROM: , STU EIZENSTAT -ﬁﬁk
JIM McINTYRE .
CHARLES SCHULTZE
JOSEPH CALIFANO
RAY MARSHALL

SUBJECT: Welfare Reform

In January, you directed us to consult with interested parties
around a welfare package that would cost about $5.5 billion in
FY 1982. You later agreed to postpone, pending consultations,
a final decision on whether to add roughly $500 million to the
package in order to finance "cashing-out" food stamps for a
portion of the aged, blind, and disabled (SSI) population.

This memorandum:

° reports to you on the results of our consultations;

reports our agreement that a $400 mllllon version
of the cash-out be included;

° recommends that the cash-out be financed within a
$5.7 billion total by proposing a smaller increase
in the Earned Income Tax Credit than described to

" you in January;

provides other background information.

DESCRIPTION OF THE PROPOSAL

During the last 15 weeks HEW, DOL, USDA, and DPS staffs have
discussed the broad outlines of our proposal with key members
of Congress, state and local government officials, and interest
group representatives. We have made improvements in the pro-
posal that we believe, will increase its acceptability, but
that do not alter in important ways its basic philosphy, pro-
gram elements, or costs.

Electrostatic Copy Made
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s



To recapitulate, our proposal will

° increase and emphasize employment and training
opportunities for the low-income population in
both the private and public sectors by

-- establishing a program of intensive job
search with supportive services to assist
participants in obtaining private sector
employment during a mandatory 8-week job
search period;

-—- providing an estimated 45,000 new private
sector jobs through on-the-job training
and the WIN tax credit;

-- targeting 170,000 existing CETA Title II
job-training slots on welfare eligibles;
and -

-—- creating 375,000 additional new CETA job-
training slots exclusively for welfare
eligibles.

This component will be a key method for increasing the incomes
of the employable poor while reducing welfare dependency and
providing useful services to communities. Governors will have
more flexibility and more responsibility to strengthen linkages
between cash assistance and local employment and training pro-
grams under state plans subject to approval by the Secretary of
Labor.

° improve the fairness and adequacy of AFDC by

-- providing a national floor under combined
AFDC plus Food Stamp benefits at 65 .percent
of the poverty line, raising benefits to
800,000 people in the 13 lowest benefit states;

-- providing cash assistance to two-parent families
in all states during an initial 8-week job search
period and when no job or training opportunity is
available in either the public or private sector.
(Only 27 states now have two-parent coverage) ;

~- simplifying the benefit computation and
eliminating several sources of inequity in
the current system.



improve welfare administration by

-- aligning definitions of income and assets in the
AFDC program with those in Food Stamps;

-— requiring more regular reporting of actual income
on a retrospective, not prospective, basis;

-- standardizing the current set of itemized work ex-
pense deductions in AFDC;

-- negotiating in advance the rate of Federal reim-
bursement for administrative expenses; currently
we reimburse States for one-half of their ad-
ministrative expenses on an open-ended basis;

—- building upon current anti-fraud and anti-waste
efforts such as HEW's computer matching and
quality control programs.

° expand the Earned Income Tax Credit to provide greater
assistance to low-income working families;

° provide about $900 million of fiscal relief to state
and local government.

The proposal would increase the incomes of 2.3 million families,
removing from poverty 800,000 families containing about 2.2
million persons. About 200,000 families, 6% of the AFDC case-
load, would have reduced incomes averaging about $70 per family
per month. The primary cause of these benefit losses are the
reduction in AFDC eligibility ceilings and the inclusion of
EITC benefits in the income of AFDC recipients. In addition,
the more accurate and timely monthly retrospective accounting
and reporting system will reduce AFDC payments by $290 million.
Overall, the AFDC, jobs, and EITC components of the proposal
make:; 40% of the existing caseload better-off, 6% worse-off,

and leave: 54% about the same. One million families who do not
currently ‘participate in AFDC would be made better-off. The
partial SSI cash-out makes about 1:3 million SSI recipients
better-off, including about 750,000 who are currently eligible
for Food Stamps but do not now participate. Some 160,000 persons
would have their incomes reduced by the cash-out, but these
persons will be "grandfathered," that is, the current level of
their benefits will be maintained.
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The proposal is in two bills-as a tactical measure to aid
passage. They have been developed and must be presented as

an integrated effort. If we get only the cash bill, welfare
rolls would increase greatly;, few incentives for work would

be added and many would assert that present incentives have
been eroded, almost no fiscal relief would occur, federal costs
for welfare would rise steeply. If the jobs bill alone were
passed, we would have more than doubled public service jobs
with no improvements in the welfare system and added $5 billion
to the CETA budget. As a matter of public posture and program
integrity, it is essential that the Congress understand that
the two bills are linked.

FY '82 NET FEDERAL COST OF
ESTIMATED WELFARE REFORM PACKAGE
($ Billions)

Cash Bill: AFDC Reforms 1.8
EITC Expansion .8
SSI Food Stamps Cash-Out .4
Cash total 3.0
Jobs Bill: (Gross) (5.0)
(Cash and Program Savings) (-2.3)
Jobs Total 2.7
Total Net Federal 5.7 billion
Fiscal Relief included above: S .9 billion

CONSULTATIONS AND POLITICAL PROSPECTS

Although Congressional concern about spending poses substantial
difficulties, it now seems possible to build a broad, centrist
coalition, tapping liberals who favor raising .the lowest welfare
benefits and providing greater work opportunities, conservatives
who favor improving welfare administration and making work re-
quirements meaningful, and state and local governments that
support both of the above aspects but most of all want relief
from welfare costs. We should not delude ourselves that welfare
reform will have easy passage: Indeed, it is a decided long-shot.
But it is a significant proposal on behalf of the poor, and, in
those terms, is an initiative worth launching. A summary of our
findings follows:



House

o Jim Corman, the Ways and Means subcommittee chairman,
has agreed to cosponsor our proposal, but has made it
clear that he will support welfare reform legislation
only if it contains a cash-out of Food Stamps for the
SSI population. The degree of his enthusiasm for our
modest proposal varies from one discussion to another,
but if given the partial cash-out he should be supportive.
Corman will support some changes in our bill in subcom-
mittee. The cash-out issue is discussed in the following
section.

o Al Ullman will support the bill, but will insist on
no major cost increases above the $5.5-6.0 billion
range. Both he and Corman may seek to modify certain
provisions. )

o Tom Foley will probably not actively oppose the partial
food stamp cash-out but will insist on sequential
referral of that provision to his committee.

o0 Gus Hawkins and Carl Perkins, chairmen of the jobs
subcommittee and full committee, are supportive.
Although there are problems with CETA in the House,
we believe that the Committee will act on the
legislation. For Gus Hawkins the welfare reform
jobs are a link to the Humphrey-Hawkins commitments.
We do not expect a battle to restructure the CETA
system or wage levels, since the bill is largely a
change in authorized spending levels under Title II.

Senate

o Pat Moynihan will press for more fiscal relief than
we can offer and is, as you know, hard to pin down on
the type of welfare reform he favors.

o0 Russell Long has said he opposes a national minimum
benefit and our modest coverage of two-parent families.
He should support our EITC expansion and administra-
tive simplification and tightening proposals.




° Ted Kennedy will probably be generally supportive, but
will offer several liberalizing amendments.

°® Gaylord Nelson will introduce the jobs bill.

° Henry Bellmon is enthusiastically supportive and
has offered to speak to moderate and conservative
Republicans in support of our package.

° Moderate Senate Republicans such as Jack Danforth and
Jacob Javits should be supportive.

Interest Groups

° State and local government groups are generally supportive,
but will press for more fiscal relief.

° AFL-CIO should be able to support most of the proposal,
but will oppose strongly our proposal not to provide
EITC benefits to CETA workers in the newly created
Title II-E jobs for welfare eligibles. We withhold
the EITC in order to provide an incentive for' those
workers to seek private sector jobs which do carry
EITC benefits, and to reduce our costs (by $400 million).

° Welfare and liberal groups will support our general
approach, but share the AFL-CIO's view on the EITC.
They also oppose the various FY '80 budget savings
and administrative tightenings which make some
recipients worse-off.

KEY ISSUES

l. Fiscal Relief

Moynihan, Rangel and some others continue to press for
more fiscal relief, with support from the high benefit
states, the National Governors Association, and the
National Association of County Officials. On the other
hand, there remains solid opposition to any fiscal
relief absent important changes in the welfare system.
We hope to use these competing forces to gain support
for our middle-of-the-road fiscal relief proposal, which
has four important aspects.

° About $900 million in FY 1982.



-0 No interim relief for 1980; no administration position as
yet on the important bargaining issue of fiscal relief in
the $1.5 billion reserved in your budget for FY 1981 phase-
in of cash/jobs. (It would be premature to take a position
on this issue now. This is in part because we want flexi-
bility to negotiate the phasing as the bills go through
committee and also because the very tight 1981 budget
situation may require you to limit sharply any welfare
reform spending in 1981.)

O A temporary guarantee that states will pay no more than
95% of their pre-reform costs. This should help alleviate
state concerns that unexpected caseload growth might totally
swamp the $900 million.

o A pass-through of fiscal relief to local governments in
proportion to.their share of costs. This follows last
year's consensus but irritates some New York City and
local government advocates who would prefer tilting relief
away from the states. Recall that in only a dozen states
is there a major local role in financing AFDC, although it
seems to be an issue only in New York. We have worked
closely on this issue with officials of both New York City
and New York State. We are in the process of determining
whether the former,unified city/state position on propor-
tional pass-through still holds.

Jobs

The jobs bill is separated from the cash assistance program.
Congressman Hawkins may try to move the program in the direction
of a guaranteed job. He is unlikely to succeed, and the House
Education and Labor Committee will probably report out some-
thing close to our proposal.

Our estimates assume FY '82 appropriations sufficient to meet
the expected demand for public jobs among the welfare-eligible
population, including those required to work and those who
volunteer (primarily single women with young children). DOL
has cut the number of slots to levels which seem to be the
minimum number which will allow us to claim that the expected
employment needs of the welfare population will be served.
While this is not a job guarantee, it affirms your commitment
to make a qualitative shift from cash assistance to employment
and training services.

Our recommended approach entails neither a job guarantee nor an
entitlement to funding for the CETA prime sponsors. We feel
that actual program levels should be contingent on a number of
factors, including macroeconomic circumstances, the performance
‘'of CETA Title II, and our ability to encourage private employ-
ment through the employment tax credit, the proposed job search
assistance program, .the on-the-job training program, and

other measures,



Jobs provide

a major portion of the income improvement for poor
in this package;

° over half of the fiscal relief;

fulfillment of your pledge to redirect the welfare
system to a work-oriented program.

In view of the current budget pressure on CETA and recent
revisions of the whole system which have not yet been fully
implemented, we expect some Congressional resistance to any
expansion of CETA.

3. For Your Decision -- Work Incentives for Two-Parent
Families

A key principle in your comprehensive reform proposal was that
work incentives should be strengthened by ensuring that work
is more rewarding than welfare, and private jobs are more
rewarding- than public service employment (PSE). As a result
of consultations and further staff analysis our recommendation
to you now varies from the program we described in January in
two important respects:

° We had proposed to encourage roughly 15 comparatively
high-benefit states to keep two-parent benefits below
PSE and private wages by eliminating all federal match
for benefits above 80% of poverty. The affected states
contain three-fourths of the current two-parent caseload.

Consultations have persuaded us that this provision is

politically insupportable and potentially fatal to our hoped-
for coalition.

° We had proposed an EITC expansion of $1.3 billion, or
72% over current law, in order to increase earnings
and hence the attractiveness of low-wage jobs.

Our consultations identified little interest in new EITC
expenditures as a component of welfare reform, as distinct
from a general tax bill. Nevertheless, we continue to believe
that the EITC is programmatically important, provides help to
the working poor, and is supported by Russell Long. We now
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recommend only an $800 million expansion in the EITC
(or 44%) in order to accommodate certain increases in cost
estimates and the partial cash-out of food stamps.

In short, while the package will greatly expand work and
training opportunities and strengthen job search assistance,
there is no broad and substantial improvement in financial
incentives to work. It would be difficult to make such an
improvement without substantially increasing the number of
welfare recipients or the costs of the proposal.

In an effort to strengthen work incentives, the cash bill we
now recommend

° excludes the new Title II-E welfare jobs
from the EITC in order to increase the
relative attractiveness of private employment.

requires states who refer welfare recipients
to jobs with net earnings less than welfare,
to supplement the wages out of state-financed
General Assistance programs.

The latter provision requiring wage supplementation has a
slight fiscal impact on the states (-$60 million) which is
substantially less than their fiscal gain from moving a person
from jointly financed large welfare payments to a job with a
very small state-financed supplement. If implemented, this
wage supplement approach would ensure that work is better

than welfare while giving states a continuing financial
incentive to keep welfare benefits for those expected to work
just below prevailing entry wages.

Your advisors, however, are divided on one work incentive
question. If a referral of a welfare recipient to a job
would require supplementation because the wages (minus work
expenses) in that job are lower than the.cash benefit,

(a) should states be required to make that referral
(and supplement), or

(b) should referral: (with supplementation) be left
to the discretion of the states.

Your advisors agree that -- because referral to jobs

creates substantial savings to the states -- in the great
majority of cases, the referral will take place regardless
of a federal mandate. Therefore your decision on this issue
will have no budgetary impact.
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OMB argues that, as no récipient would be made worse off

by referral, the political advantage of being able to say
that our bill in every instance requires welfare recipients
to be placed in available jobs at the minimum wage justifies
a federal mandate. The agencies, DPS and CEA argue that

(1) a mandate will have little impact on the actual behavior
of the states, (2) the mandate will cause bureaucratic
difficulties and (3) states will object to the requirement,
and that therefore we should not impose a mandate in this
area. :

Decision
, : . j—
Mandate referral and supplementation (OMB) <:7/
) ; Leave to discretion of states (Agencies, DPS, CEA)

4.  For Your Decision -- Food Stamp Cash-Out for SSI

The $5.5 billion you authorized in FY 1982 did not include the
cost of cashing out Food Stamps for the low income aged, blind
and disabled recipients of Supplemental Security Income. You
authorized us to consult on the advisability of a cash-out

and deferred a decision on this issue pending our consultations.
Summary arguments follow.

For the cash-out:

° Food stamp participation rates among this population are

very low (under 40% nationwide). Furthermore, although
SSI offices will eventually be processing food stamp
applications, any status changes must be processed by
the state food stamp offices. Thus, in many instances,
the elderly and disabled will still have to contend with
two separate offices and administrative structures.

° Currently the Federal SSI benefit for an individual with
no other income is $189 per month. Only 40% of SSI
recipients receive state supplements, with the most
generous being a total benefit of $316. The monthly
poverty level is about $275. Distributing the typical
cash-out amount of $30 (current dollars) to people with
such low incomes is- channeling money where it is most
needed.

Electrostatic Copy Made
for Preservation Purposes
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The cash-out is a first step toward your goal of
consolidation of programs within the welfare system.
While this is far less than the comprehensive reform
proposal of last year, it is important to establish
the principle so that it can be advanced in the future.
This is real welfare reform.

Rep. Corman has made it very clear that he will not
support, and may not introduce, a package without this
cash-out. He, like many liberals, finds very little
in the cash bill that will help the poor in states
outside of the South. We have struggled to get Corman
on board a greatly reduced plan. Without a modest
cash-out in our proposal we cannot go forward with
welfare reform and have any prospect of success.

Against the cash-out:

[o]

Although Agriculture Chairman.Foley will probably not
actively oppose the cash-out, it will require a referral
to the Agriculture Committee. We can expect political
complications there. '

We may be criticized for diluting the food stamp
constituency by removing its most influential elements --
the elderly and handicapped. This concern has been
expressed by Congressman Foley and by the AFL-CIO, which
will oppose the cash-out.

This provision has programmatic drawbacks. It is only
a cash-out for that portion of the SSI population (54%)
which lives in SSI-only households. A broader cash-out
would be quite costly. The details are difficult to
explain, though not difficult to administer.

CEA and OMB believe that although the cash-out is
desirable other uses of the $400 million, including
the EITC, have more programmatic merit.

DECISION

Agree to partial cash-out for SSI (recommended by all) *'/{

Do not agree (in which case, your advisors, would like
to meet with you)
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5. For Your Decision: Overall Cost

You approved consultations based on a $5.5 billion cost, plus
exploratory discussions on an additional $500 million for the
cash-out. Your advisors recommend a $5.7 billion package
which includes the cash-out and which "absorbs" several cost
re-estimates by shaving or reformulating the components.
Reducing the program still further would do serious political
and substantive damage:

° Reducing the number of jobs would make less defensible
any claim that we expect to meet employment needs of
welfare-eligibles.

° + Further trimming of the EITC would make that component
" too small to serve any programmatic or political
objectives. :

° Eliminating the cash-out would guarantée no support from
Corman, the.Subcommittee‘chairmanf

° “Eliminating various small AFDC improvements would greatly
stiffen liberal opposition to the several administrative
tightenings and cost-saving provisions. They already
view the AFDC component as a mixed blessing, at best.

Since your advisors are agreed on this $5.7 billion package

but cannot agree on a reduced $5.5 billion package, if you

do not approve the higher figure we would request a meeting
with you. ‘ ' :

DECISION
Approve $5.7 billion package (recommended) 9’//
Disapprove, with meeting

Meeting
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THE WHITE HOUSE ﬁ

WASHINGTON

May 14, 1979

MEMORANDUM FOR THE PRESIDENT

e
FROM : TIM KRAFT / !l :
ARNTE MILLER AP
SUBJECT : '_ National Alcohol Fuels Commission

In November 1978 you signed a bill which in part creates
. the National Alcohol Fuels Commission. The purpose of
- the Commission is to study the long and short-range
potential for alcohol fuels from biomass and coal.

The Commission is composed of nineteen members: six,
including the Chairman from the Senate; six, including
the Vice Chairman from the House; and seven of whom.
you must appoint from the public. Senator Birch Bayh
is the Chairman, and we have worked closely with him in
making these selections:

Philip French (Indiana): Assistant Executive
"Vice President of the Indiana Farm Bureau
Cooperative Association, Inc. He is responsi-
ble for Petroleum, Crops, Livestock and Poultry,
and Farm and Building Supply Operations. He
would lend credible agrlcultural experlence to
. the Commission.

James B. Creal (Virginia): President of the
American Automobile Association since 1976.

He has been active on the Hill in promoting
interest in gasahol, and launched with '
President Ford a national voluntary gasoline
conservation program in 1975. Hé would bring
a broad consumer perspective to the Commission.

C. Fred Jones (Florida): Has served in the
Florida House of Representatives since 1970,
and is the Chairman of the Transportation
Committee. He is also a farmer and a business-
man. He is very knowledgeable on the subject
of alternative energy sources.
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Theodore A. Schwartz (New Jersey): An

" environmentalist lawyer  -who has served as Deputy
Attorney General of New Jersey (1965-1970). He

has substantial expertise on the technical, econo-
mic, legal, social and environmental factors
relative to the use of industrial and municipal
waste and sewer sludge in energy conversion.

Serge Gratch, Ph.D. (Michigan): Director of the
Chemical Science Laboratory of the Ford Motor
Company. He has broad scientific expertise in
_the ‘area of automotive emissions and polution.

Sharon Peterson (Montana):  .Member of the National
Gasahol Commission and has been instrumental in
organizing a gasahol caravan to Washington, D.C.,
and in numerous other gasahol projects in Montana.

Charlene Block (Connecticut): International
Representative of UAW. She has been working on
the Northeast Energy Congress, and also serves on
the Solar Energy Board.

RECOMMENDATION:

Appoint the above slate of candidates to the National
Alcohol Fuels Commission.

V/ approve : disapprove
' -

g
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C. FRED JONES

D. 0. Box 1246 S ‘ o 330 House Office Building

Auvburndale, Florida 33823 o - ‘Tallahassee, Florida 32304 -
(813) 967-6400 | - (904) 488-3483 :
PERSONAL:  Birthdate - April 19, 1930

Married -~ 3 Children
OCCUPATION: Farmer - cattleman and citrus.grower.'

LeglslaLOf - Chairman, Transportation Commlttee, Florlda
House of Representatlves

EDUCATION: Polk County public schools; University of Florida 1948-52,
Bachelor of Science degree in Business Administration (Phi
Eta Sigma,_Student Council, Honor Court, Florida Blue Key).

- MILITARY

SERVICE: " U.S. Air Force, 1952-54; overseas staff auditor with 3rd
o Air Force - completed duty as First Lieutenant. .
BUSINESS

EXPFRIENCE: - Proctor &' Gamble Distributing Company in Jacksonville after
. '-graduation and following military service; sales, staff,
two years; National Cylinder Gas Company - Tampa, two years;
Adams Packing Association, Auburndale - seven years; :
’ Assistant to harvesting superintendent, then full resoonSLblllty
for harvesting operation for three years; International Paper
Company - 1965 to 1970; Personnel superv1sor, 1ncustr1al _
" engineer and territory manager :

MEMBERSHIPS: -Auburndale Rotary Club (President 1960-61)
. F & AM No. 135, Scottish Rite, Egypt Temple Shrine
' Citrus Center Boys' Club, Merber Roard of Directors '

- Tri-County Mental Health Board, Inc., meber Board of Dlrectors
Florida Farm Bureau

Florida Citrus Mutual

‘Polk County Cattlemen's Association

First Baptist Church in Auburndale

OFFICES: Elected to Florida House of Representatlves ‘in 1970, reelected
- subsequently; Mayor of Auburndale, 1962-63; ChaJrvan of

Auburndale Centennial Commlttee 1961 Ch
' airman, @
Heart Assoc1atlon 1971. : Polk Cou;ty



o

EONORS: Merber, Governor's Advisory Committee on ransoortation, M ber,
' ' " Natiocnal Conference of State Legislatures Committee on
Transportation; Named “Legislator of the Year" of Florida House
‘of Representatives (1972) by Florida Farm. Bureau Federation.

Began legislative career in Florida House of Representatives in 1970.
During 8 years as a legislator served on seven different cormittees including
Agriculture & Citrus; Community Affairs; Elections; Appropriations; Education;
and Rules & Calendar. Appointed Chairman of the Transportation Committee in
Decerber 1974, and has been reapp01nted through 1980.

Under Representative Jones' direction, House Transportation Committee
eveloped a long-range plan to make Florida's Department of Highway Safety
Motor Vehicles the most progressive and innovative in the area of highway

af"-y of any state in the nation.

y @ ()J

_ Has a strong personal interest in the subject of alternate energy' .
.. sources and is familiar with research being conducted at the UniverSity of
florida on the potential for alcohol fuel production
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- :'Biaggapny Sharon L. Peterson Candidate for Nationa] A]coho] Fuels Commission

zm 33 years oid, narr1ed to Garde Peterson Jr, H1n1ired Montana 0 have
-thres children.
I am an active partiner in our Farm and Ranch, feedlot and truck1ng bus1ness
© W2 have a family coroorat1on, and I am the secretary treasurer, bas1ca11y I
do all of the bookwork
Some of the organ1za ons I have been act1ve in, and what they have accomp11shed
are:

I helped organ1ze, and have been an off1cer in, the Montana NIFE (women Invo]ved
, nn Farm Economics) organization since its beginning. I am currently serving as -
~ Montana's Legislative Chairman, and Central Montana Area Spokeswoman. -
I ‘helped organize and have been very active in forming new chapters and helping -
‘more states organize NIFEfchapters. I served on the Nominating Committee of the
first annual convention in Sydney Nebraska. We are now organized in 15 states and
~have about 6000 members, and our membership is growing every day.
One of the projects of Montana WIFE was a convoy to Washington D.C. using Gasahol
in our vehicles, which I organized. We drove from Glendive, Montana to- Washington
D.C. and to New York City, gathering rural women along the way to demonstrate the
feasibility of Alcohol Fuels. We had great success,-as a result of.our convoy,
1egis]ation was passed, concerning Gasahol, and the people who were interested
in the progect formed a group to gather information from the various states.
-This group is known as the National Gasahol Commission, and at the last meeting
in Denver there were over 450 peop]e from all over the United States in attendaiice.
I am a member of Cowbelles, both in Montana and Nat1ona11y, I also belong to the
Farm Bureau and the Farmers Union.
I have been very active in the American Lutheran Church, and in youth organization
in Winifred. - I have served on the advisory council for the FFA.
- I have served in every.office of the Winifred Women's Club, and we have man-
‘aged to build both a swimming pool, and a tennis court,- for the people of the -
- .community.
I have gone to Washington D:.C. to testify before the 1nter1or comm1ttee on
Grazing fee increases on BLM land.
I worked very actively on the Campaign of Congressman Max Baucus for -the United
States Senate, which was successful. :
I was a Democratic candidate for State Representat1ve in D1str1ct 47 in Montana.
I was very narrowly defeated in a very Republican District. :
I traveled to Washington D.C. last year to take part in the first conference
for leadership of Rural American Women. I have been very active in Rural Amer1can
Women since its beginning.
I was Chairman of the Agriculture Committee for the Democrat1c P]atform in Mont.
in 1978. '
During the 1979 session of the Montana Legislature I have worked as a 1obby1st
for the WIFE organization. We have been able to pass several pieces of Legislatian-
~concerning Alcohol Fue]s, and are hoping to be able to be in product1on before
~the 1981 session.
One of the best things that have happened in Montana for a long time, 1s the
coalition of Agricultural Groups in the Montana Legislature this year. I have -
been a part of the Coalition. A1l of the Agricultural Groups meet . together
before testifying on Legislation and listen to each other's opinions, and
come up with a unified stand. This has drawn a lot of attention, and we are
hoping to keep working together after the session.
I have been doing a lot of volunteer work for the Montana State Democratic
Party in Helena, while I have been here, as a part of a coalition lobbying
together from that party we managed to defeat the recission of ERA in Mont.,
- and the Calls for a Constitutional Convention, both to ba]ance the budget
~and to outlaw abort1on

1 recent1y was appo1nted Chairman of the adv1sory board to the Fergus C0unty

- -2 A

l (B2}
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NATIONAL ALCOHOL FUELS cox&»ﬂ.,szow'

independent

AUTHORITY: 42 U.s3.C. 390‘5 RS
D. L. 95-53%9, Titlel Sec. 170, Novamoer a, 1978_

METHOD:s - Appointed by the President and sae below

MEMIBERS: NINETEEN

SIX, consisting of a Chairman and five members appointed by
the President pro tempore of the Senaie from the membership
oi the Commiitee on Energy and Natural Resources, tha A
Committse on Appropriations, and the Committee on Agri-
culture, Nutrition, and Forestry of the United Staiss Senais;

SIX, conaisting of 2 Vice Chairman and fivs members appointed
by the Speakar of the House oi Representatives {rom ithe mem-
bership of the Committee on Approoriations, the Committee on
. Science and Technology, and the Committee on Agricuiturs of.
the United Statss House of Representativgs; and

SEVEN appoiniad by the President {rom members of the nubilc,
anluding a broad repreaentation from industrial, labor,
agricultural, small business, and coasumsr groupa. -

Members of the Commission shall be agpointed by Fsbreary 1, 1979,
.. The Comrmission shall be established within sixfy days of being
vrovided with funds,

T?R.M: - Pleasure of the President
SAIARY: Members of Congress who ars membars of the Commissicn shall

serve without compensation in addition to that received for their
servicas aa Members of Congress; but they shall be reimbursed .
for travel, per diem in accordance with the rules of the Senate, -
‘or subsistanca, and otber necsssary expenses jncurrsd by them

in the pcrformanca of the dutias vested in the Commission-

Members of the Commzssion, except ’\/Iembe"s of Congress, snall
each receive compensation for such periods of time as they are en~
gagsad in the business of the Commission at a »ate not in excess oi
the shaximuam rate of pay for GS-18 as provided in the Tenaral
Schadule, and shall be entitled to reimburserment for travel ax;:enses',
per diemn in accordance with the rules of the Senate, or subsistence -
and other necessayy expenses incurred by them in oerfcrmance of
duties whila se:'\nng as a Comrmigsion member
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% ‘Q%L Al COHOL FUELS COMMISSION QCont'd)

Independent

o
: .

DPURPOSE: ‘ The Commission shall make a full and complete investigaticon

© and study of the long~ and short-term potential for alcobol
faasls, from biomass {including, bus not limited {o, aaimal,
crops and wood wasts, Immicipal and industrial waste, sewage
sludge, and oceanie and terrestrial craps)-ai:d coal, to cor= -
tributa ip maeting the Nation's energy needs. It shall taks .
into consideration tha tachnical, eéon_omi_c; l=2gal, environ-

. menial, and social factors associated with the production,
manuiacturs, distzibulicn, and vse of such fuels. M will - -
evaluata the cosis and beneiits of alternafive feedsiocks, and
their possibie end usss, and analyze the feasibility and desir-
ability oi coaverting these resources fo alconol fuels, Based
on sueh study it shall racommaend those policies, and their
attendant costs and beneiita, most likely to minimisa ouxr

~dependence on peiroleum, insure adequaie energy su'abhes, :
and coniributs to the economic health of the Nation. .

< 'ﬁ?AL REPORT e : : : S : _
AND The Commission shall not later than one year after being
TERIMINATION: sstadlished submit to the Prssident and the Congress its
final revort including its findings and zecommendations. -
Thea Commission shall cease to exist six monihs afisr sub-
missgion of such report. -




THE(:WHITE HOUSE
WASHINGTON _
5/21/79

Zbig-Brzezinski.
Jim McIntyre

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

approprate handling. =~

Ri_ck ’ H{Jtchelsl;on .
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON #2641
May 15, 1979 Q
MEMORANDUM FOR:  THE PRESIDENT
FROM: N JAMES T. MCINTYRE, JRs

ZBIGNIEW BRZEZINSKI w

SUBJECT : Additional FY 80 FMS Credits
: for Southeast Asia

At Tab A is a memorandum from Harold Brown, recommending

that you authorize State and Defense to support Congressional
initiatives to add increases in FMS credits for Thailand,
Indonesia, and Malaysia. Shortly after Harold sent his
memorandum, the Senate Foreign Relations Committee completed -
action on the security assistance legislation. As the House
Foreign Affairs Committee had done. previously, the SFRC
added $15 million to the FMS authorization for Thailand.

The SFRC also approved Glenn amendments adding $10 million
for Indonesia and $5 million for Malaysia. -

The issue for your decision, therefore, is whether the
Administration should support the additional authorizations

as they proceed to conference and to the respective appropria-
tions committees. Harold, and Cy Vance, recommend that you
authorize such support. Our views on this subject, which '
differ, are set out below.

Views of Jim McIntyre

Secretary Brown proposes that State and Defense be authorized
to support the proposed FMS increases for Thailand, Indonesia,
and Malaysia in the 1980 authorization bill without requesting
a budget amendment, on the grounds that this approach better
accords with your concern to keep the budget down, limit

arms sales, and avoid making security assistance a major
Congressional issue.

OMB is concerned that support of additional assistance for
these countries in the wake of the numerous security assistance
supplementals and amendments already transmitted and our
consultations about still other potential supplementals
(which you subsequently disapproved) will confuse the Congress
as to the Administration's priorities. It could also encourage
(and provide a ready excuse for) a growing tendency of the
committees to modify specific country programs at their
whim. ‘ :

Electrostatic Copy Made

for Preservation Purposes




Moreover, OMB believes the recommended approach would underout';

the integrity of the budget process. We cannot have it both . =

ways. Either we support additional FMS credits for these
countries or we do not. If we do, we should transmit a
budget amendment so that the appropriations committees will
have an unequivocal budget request. In the absence of a -
budget amendment, the appropriations committees are unlikely
to take the additional requests for these countries seriously.
If, on the other hand, we do not want to increase the overall
total of FMS credit but merely wish to change priorities
among countries, all we need do is inform the Congress of

the revised country allocations. The country levels in
committee reports are not legally binding. ,

In conclusion, OMB' belleves that Administration support now

for the addltlonal FMS:credits for Thailand, Indonesia, and

Malaysia is unlikely to affect the overall total finally - .
authorized and approprlated " Administration support, moreover,'ﬁ
will raise: expectatlons in these countries that we . may be -
able to:meet only at the expense of: fulfllllng higher prlorlty
needs already before the Congress.

Views of Zblg Brze21nsk1, '

As Harold notes in his memorandum, I agree with: the recommenda—;
tion to support the Congressional initiative for Thailand, ;
Indonesia, and Malaysia. The  investment of a small amount
~of -additional obligational authority will, in my view,
produce a very significant return in an area of the world
that is looking to the United States for tangible’ ev1dence
of continued interest in its regional security. This is"
especially true because of the Vietnamese occupation of
Kampuchea, and contlnulng Soviet efforts to upgrade both- 1ts
and Vietnam's forces in Southeast As1a.A :

.Also, you should be -aware that your words ‘in. the Georg1a4

Tech speech have already given rise to significant expecta--'
tions 'on the part of our ASEAN frlends w1th regard to security
assistance: : s , ,

"Many nations are troubled -- even threatened - by the
turmoil in Southeast Asia .and in the Middle East. 'To ,
stand by our friends and to help meet their sécurity needs’
in these difficult times, I will consult with the Congress
to determine what additional military assistance will be
required. This added measure of support is crucial for
stability throughout the Indian Ocean area. And let me °
- repeat, on the Middle East, in Southeast As1a, -and o
.elsewhere in the world we will stand by our friends --
and we will protect the vital 1nterests of the Unlted :
States, and you can depend on it. : - :




Unless these proposed additions receive our support, it is
very likely that, once the appropriations committees have
made their almost inevitable across-the-board cuts, the

FY 1980 FMS funds for these countries will be less than
what they will receive in FY 1979. I think that this
result would be a very unfortunate signal to the ASEAN
countries, ‘particularly at this sensitive time.

DECISION

Authorize State and Defense to support additional
FMS financing for Thailand, Indonesia, and Malaysia. v
(NSC, State, Defense) (Congressional Liaison) <:;7»w

Reaffirm your earlier decision denying additional
FMS financing, while holding open the option to
provide additional financing to these countries
within existing totals by reprogramming. (OMB)

Electrostatic Copy Riade
for Preseration Purposses
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THE SECRETARY OF DEFENSE
WASHINGTON, D.C. 20301

May 2, 1979

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Supplemental FY-80 FMS Credits for Southeast Asia

Last Friday you disapproved a State request for authorization
to support House action increasing FMS credits to Thailand

in FY-80 by $15 million and a DoD recommendation to add modest
additional FMS for Indonesia ($10 million), Malaysia ($5
million), and Thailand (a further §5 million). I urge that
you consider a slight modification of that decision. Failure
to maintain at least this year's FMS support for key ASEAN
countries -- and that will be the effect of the decision --
would go against recent assurances of support for Thailand
conveyed to Prime Minister Kriangsak and raise questions about
the seriousness of our interest in ASEAN. Juxtaposed against
Vietnam's military aggression in Cambodia and the growing
Soviet military presence in the area, this result could ap-
pear perverse to our friends in the area.

Because I share your concern to keep the budget down, limit
arms sales, and avoid making security assistance a major
Congressional issue, I do not recommend initiating any further
amendments to the International Security Assistance budget.
However, I suggest that you authorize State and Defense to
support Congressional initiatives to add modest increases in
FMS €redits for Thailand, Indonesia, and Malaysia. The House
has already approved a $15 million increase in the authori-
zation for Thailand. I understand that John Glenn plans to
seek an increase of $10 million for Indonesia and $5 million
for Malaysia in the Senate. I believe the Administration
should accede to these Congressional initiatives for these
reasons:

- Both Senator Glenn and Senator Nunn are strong support-
ers of additional security assistance for friendly ASEAN
countries; both will play critical roles in the upcoming SALT
debate.

- Modest supplemental security assistance is one of the
few tangible ways in which we can provide some reassurance to



*

.friendly countries in Southeast Asia forced to reconsider

their own defense requirements in the light of a conflict
in Indochina which has now brought Vietnamese forces to

‘the Thai border. I would not maintain that US security

interests will be irretrievably damaged if we fail to providé

these modest additional credits; I would argue.very strongly

. that the gesture represents a very important, if modest,

investment in the security of friendly countries in an 1m—
portant area where friends of .the US are in somewhat short
supply. Very modest assistance now may forestall much larger
claims on our resources 1ater

Support for these Congre551onal initiatives represents
at most $3 million in new obligational authority. This is
negligible as compared with across-the-board cuts which are
in prospect, and indeed are already being made.: The result

. will therefore still be well below your budget

Cy and Zbig concur in these views.
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THE WHITE HOUSE' IL/M’

WASHINGTON W o 4
May 21, 1979 - M/

MEMORANDUM FOR: THE PRESIDENT )"U: W’

FROM: '  STU EIZENSTAT S'
BOB LIPSHUTZRIY - -wlC

FRANK MOORE . _KF W ' -

SUBJECT: ' Ethics Legislation Z“ J

The amendments submitted by the Administration to the
Ethics Act, quickly passed in the Senate, may be in real
trouble in the House. Although the basic amendments

passed the House Judiciary Committee with relative ease,
they were ambushed on the House floor last week by Congressman
Eckhardt. As a result, our floor leader, Congressman
Danielson, pulled the bill from floor debate rather than
risk a crippling loss. In his judgment, with which we con-
cur, the mood of the House is quite antagonistic to the
Ethics Act, and it is very likely that efforts to unravel
it could well succeed.

As you may recall, the problem we face is getting the Act
amended quickly, for the July 1 effective date is fast
approaching. Unless we can soon assure Federal employees
that their basic post-employment concerns will clearly be
handled by the new legislation, sizable numbers of them

can be expected to depart prior to July 1l.. The only alter-
native would be to seek a delay of the Act's implementation,
which is obviously undesirable.

Congressman Eckhardt's amendments would essentially do

three things: (1) undo a critical change in our amendments

by prohibiting former Federal employees from providing

advice to their private employees on matters on which they
worked (of particular concern to scientists and educators);

(2) broaden the coverage of the Act's prohibitions by

broadly defining the types of matters former Federal employees
must be considered to have had "under their official
responsibility"; and (3) eliminate the one year bar on
contacts with employee's former agency.
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We are now working to see if an "acceptable" compromise can
be reached with Eckhardt, so that the bill can be brought
back to the floor early this week for a less-contested vote.
Our concern is that too great a "compromise" may upset
Senator Ribicoff, the key figure in that body and someone
who is very reluctant to participate in wholesale amendments
to the Act. We will stay in close touch with his staff.

It may be necessary for you to make one or two phone calls
or to send a letter ‘to help our position in the House. We
will get back to you very shortly.



THE WHITE HOUSE
WASHINGTON

MAY 21, 1979
MR. PRESIDENT

WOULD YOU LIKE TO GET A

HAIRCUT THIS WEEK?

WEDNESDAY MORNING
WOULD BE BEST.-

APPROVE V/ DISAPPROVE

o PHIL /
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THE WHITE HOUSE

WASHINGTON

May 17, 1979

MEMORANDUM FOR THE PRESIDENT

FROM: JERRY RAFSHOON72 .

;

Cheyney State College has requested a Presidential message

to be inserted in the programs for Saturday's graduation
ceremony.

If you approve the attached text, we will have it offset
and sent to the college.
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THE WHITE HOUSE
WASHINGTON -

May 18, 1979

MR. PRESIDENT

Re: Cheyney State speech

It is important that we stress
your employment programs for
young people and minorities

in the Cheney State speech. The
programs are not sufficiently
understood.

The attached memo and draft
language might help.

The language has been cleared
_with the speechwriters and:the
Vice President's office. It
~would go in as marked on the

- attached copy of page 6 of the
latest draft.

I have also marked a suggested
"‘cut. This would avoid an
unnecessary attack on Vernon
Jordan.

Stu Eizenstat



THE WHITE HOUSE

WASHINGTON

May 18, 1979

MEMORANDUM FOR: ' THE PRESIDENT

FROM: STU EIZENSTAT SL
RAY MARSHALL
LOUIS MARTIN

SUBJECT: Summer Youth Employment Program in 1979
and 1980

The number of summer jobs available this summer and next has
become a serious political issue with black and urban
constituents.

In the summer of 1978 there were about 1 million participants
in the program; while funds were appropriated for an additional
100,000, the appropriation came too late that the funds were
not spent.

This year the CETA program is funded under a continuing
resolution, making available the same amount of money for
summer Jjobs as in the summer of 1978.

In our 1980 budget we proposed the following:

1. Maintain the 1 million participant 1978 level in the
summer of 1979, and defer the additional funds ($122m).

2. Cut the 1980 funding by 25% by ending the eligibility
of 14 year olds for the program.

The 25% cut, at a time of very high minority youth unemploy-
ment has been sharply criticized, and there are widespread
doubts that the amount of money we have budgeted for 1979 is
enough for 1 million jobs.

o} U.S. News and World Report states that we are
9,000 jobs short in 6 major cities.

o} A DPS/DOL survey of 10 major cities found us
27,000 short.



OMB believes that these shortfalls may be the result of the
Congressionally mandated allocation formula affecting specific
cities rather than a system—-wide problem. In addition there
may be increased costs.

In any case, there is a widespread misimpression among the
public that our summer jobs cut of $200 million affects this
summer rather than next summer as is the case. We strongly
believe that the credibility of the Administration's commitment
to minority youth employment is to a significant degree
dependent upon (a) keeping our commitment to a constant

level of summer jobs in major cities, and (b) showing openness
to the widespread concern for the level of summer jobs in

1980.

We propose taking the following steps, and that you announce
them as part of your speech at Cheney State this Sunday:

1. Ask prime sponsors in the CETA system to allocate a
share of presently available Title II-D public service
employment dollars ($40 - $70 million maximum) to
maintain this summer's youth employment program at
last year's level, with no increase to our overall
budget.

DOL states that funds are available for this purpose
at the local level.

2. State that we are reviewing the 1980 summer jobs
program as part of the Youth Employment Policy Review
process now underway, and that if the evaluation shows
increased effectiveness we will consider this in
formulating our new youth employment policy.

Such a commitment to review the program would not
commit us at this time to additional 1980 spending,
but allow us to consider the program as part of the
broader youth review. At that time a decision to
continue our present summer jobs approach and focus
instead on other aspects of youth employment would
be more acceptable.



equal opportunity and affirmative action in jobs, schools,

and-hOUSing‘if'even the act of voting is too great an effort?

. I ask you to join‘with me in overcoming fear, in battling
apathy, in fighting‘for chaﬁge. Oﬁe_place to begin is to
‘keep the pressure on for equal‘opportuﬁity]in jobs and

education.

~J0RS INSERT -
The struggle for civil rights is not over. We have
| But +he y

not achieved all we need to accomplish. NO G=we
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. e Brown decision tore the mask of:legality from the
face of racism, ‘and yoﬁ and I are néver‘going‘to let it be

put back on.

. Before the Brown decision, there were only a few thousand



5/18/79

JOBS INSERT -- p. 6 following first full paragraph

Our economy has added 250,000 jobs for black and other
minority teenagers since I became President. This year,
we have committed $3.4 billion for youth employment and train-

ing -- twice what we were spending before.

But we must do better. That is why I have asked Vice
President Mondale to head a Cabinet-level task force to
review every%hing both government and .industry are doing in
youth employment and training. We are going to make sure
our programs work, and we are going to look for ways to get

private business to do its part as well.

As part of that review, we will take another look at
our summer job program, which has been seriously troubled.
The level of jobs in the future will depend on the effective-
ness of the program. In the meanwhile, I am going to make
it my business to assure that this summer we have the one

million summer jobs we promised.
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THE WHITE HOUSE

WASHINGTON

May 17, 1979

MEMORANDUM FOR THE PRESIDENT

FROM: JERRY RAFSHOONﬂ ]

Cheyney State College has requested a Presidential message .
to be inserted in the programs for Saturday's graduation
ceremony.

If you approve the attached text, we will have it offset
and sent to the college.
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THE WHITE HOUSE
WASHINGTON

PRSP

May 18, 1979

MR. PRESIDENT

Re: Cheyney State speech

It is important that we stress
your employment programs for
young people and minorities
in the Cheney State speech.

programs are not sufficiently
understood.

The

The attached memo and draft
language might help.

The language has been cleared
with the speechwriters and the
Vice President's office. It

would go in as marked on the

attached copy of page 6 of the
latest draft.

I have also marked a suggested
cut. This would avoid an

unnecessary attack on Vernon
Jordan. T

Stu Eizenstat



THE WHITE HOUSE

WASHINGTON

May 18, 1979

MEMORANDUM FOR: THE PRESIDENT
FROM: STU EIZENSTAT sib

RAY MARSHALL
LOUIS MARTIN

SUBJECT: Summer Youth Employment Program in 1979
and 1980

The number of summer jobs available this summer and next has
become a serious political issue with black and urban
constituents.

In the summer of 1978 there were about 1 million participants
in the program; while funds were appropriated for an additional

100,000, the appropriation came too late that the funds were
not spent.

This year the CETA program is funded under a continuing
resolution, making available the same amount of money for
summer jobs as in the summer of 1978.

In our 1980 budget we proposed the following:

1. Maintain the 1 million participant 1978 level in the
summer of 1979, and defer the additional funds ($122m).

2. Cut the 1980 funding by 25% by ending the eligibility
of 14 year olds for the program.

The 25% cut, at a time of very high minority youth unemploy-
ment has been sharply criticized, and there are widespread
doubtes that the amount of money we have budgeted for 1979 is
enough for 1 million jobs.

o U.S. News and World Report states that we are
9,000 jobs short in 6 major cities.

o A DPS/DOL survey of 10 major cities found us
27,000 short.



OMB believes that these shortfalls may be the result of the
Congressionally mandated allocation formula affecting specific
cities rather than a system-wide problem. In addition there
may be increased costs.

In any case, there is a widespread misimpression among the
public that our summer jobs cut of $200 million affects this
summer rather than next summer as is the case. We strongly
believe that the credibility of the Administration's commitment
to minority youth employment is to a significant degree
dependent upon (a) keeping our commitment to a constant

level of summer jobs in major cities, and (b) showing openness
to the widespread concern for the level of summer jobs in

1980.

We propose taking the following steps, and that you announce
them as part of your speech at Cheney State this Sunday:

1. Ask prime sponsors in the CETA system to allocate a
share of presently available Title II-D public service
employment dollars ($40 - $70 million maximum) to
maintain this summer's youth employment program at
last year's level, with no increase to our overall
budget.

DOL states that funds are available for this purpose
at the local level.

2. State that we are reviewing the 1980 summer jobs
program as part of the Youth Employment Policy Review
process now underway, and that if the evaluation shows
increased effectiveness we will consider this in
formulating our new youth employment policy.

Such a commitment to review the program would not
commit us at this time to additional 1980 spending,
but allow us to consider the program as part of the
broader youth review. At that time a decision to
continue our present summer jobs approach and focus
instead on other aspects of youth employment would
be more acceptable.



-6 -
equal opportunity and affirmative action in jobs, schools,

and housing if even the act of voting is too great an effort?

. I ask you to join with me in overcoming fear, in battling
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JOBS INSERT -- p. 6 following first full paragraph

Our economy has added 250,000 jobs for black and other
minority teenagers since I became President. This year,
we have committed $3.4 billion for youth employment and train-

ing -- twice what we were spending before. .

But we must do better. That is why I have asked Vice
President Mondale to head a Cabinet-level task force to
review everything both government and industry are doing in
youth employment and training. We are going to make sure
our programs work, and we are going to look for ways to get

private business to do its part as well.

L]

As part of that review, we will take another look at
our summer jéb program, which has been seriously troubled.
The level of jobs in the future will depend on the effective- .
ness of the program. In the meanwhile, I am going ko make

it my business to assure that this summer we have the one

million summer jobs we promised.
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The attached was returned

the President's outbox today

forwarded to you for

is

and

approprate handling.

Rick Hutcheson
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON #2641

May 15, 1979 <:7

MEMORANDUM FOR: THE PRESIDENT

FROM: JAMES T. McINTYRE, JR=
ZBIGNIEW BRZEZINSKI w

SUBJECT: Additional FY 80 FMS Credits
for Southeast Asia

At Tab A is a memorandum from Harold Brown, recommending
that you authorize State and Defense to support Congressional
initiatives to add increases in FMS credits for Thailand,
Indonesia, and Malaysia. Shortly aftér Harold sent his
memorandum, the Senate Foreign Relations Committee completed
action on the security assistance legislation. As the House
Foreign Affairs Committee had done previously, the SFRC
added $15 million to the FMS authorization for Thailand.

The SFRC also approved Glenn amendments adding ﬁlg_mlilion
for Indonesia and $5 million for Malaysia.

The issue for your decision, therefore, is whether the
Administration should support the additional authorizations

as they proceed to conference and to the respective appropria-
" tions committees. Harold, and Cy Vance, recommend that you
authorize such support., Our views on this subject, which
differ, are set out below.

Views of Jim McIntyre

Secretary Brown proposes that State and Defense be authorized
to support the proposed FMS increases for Thailand, Indonesia,
and Malaysia in the 1980 authorization bill without requesting
a budget amendment, on the grounds that this approach better
accords with your concern to keep the budget down, limit

arms sales, and avoid making security assistance a major
Congressional issue.

OMB is concerned that support of additional assistance for
these countries in the wake of the numerous security assistance
supplementals and amendments already transmitted and our
consultations about still other potential supplementals

(which you subsequently disapproved) will confuse the Congress
as to the Administration's priorities. It could also encourage
(and provide a ready excuse for) a growing tendency of the
cgmmittees to modify specific country programs at their

wnim.
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Moreover, OMB believes the recommended approach would undercut
the ‘integrity of the budget process. We cannot have it both
ways. Either we support additional FMS credits for these
countries or we do not. If we do, we should transmit a
budget amendment so that the appropriations committees will
have an unequivocal budget request. In the absence of a
budget amendment, the appropriations committees are unlikely
to take the additional requests for these countries seriously.
If, on the other hand, we do not want to increase the overall
total of FMS credit but merely wish to change priorities
among countries, all we need do is inform the Congress of

the revised country allocations. The country levels in
committee reports are not legally binding.

In conclusion, OMB believes that Administration support now
for the additional FMS credits for Thailand, Indonesia, and
Malaysia is unlikely to affect the overall total finally
authorized and appropriated. Administration support, moreover,
will raise expectations in these countries that we may be

able to meet only at the expense of fulfilling higher priority
needs already before the Congress. '

Views of Zbig Brzezinski

As Harold notes in his memorandum, I agree with the recommenda-
tion to support the Congressional initiative for Thailand,
Indonesia, and Malaysia. The investment of a small amount

of additional obligational authority will, in my view,

produce a very significant return in an area of the world

that is looking to the United States for tangible evidence

of continued interest in its regional security. This is
especially true because of the Vietnamese occupation of
Kampuchea, and continuing Soviet efforts to upgrade both its
and Vietnam's forces in Southeast Asia.

Also, you should be aware that your words in the Georgia

Tech speech have already given rise to significant expecta-
tions on the part of our ASEAN friends with regard to security
assistance:

"Many nations are troubled -- even threatened -- by the
turmoil in Southeast Asia and in the Middle East. To
stand by our friends and to help meet their security needs
in these difficult times, I will consult with the Congress
to determine what additional military assistance will be
required. This added measure of support is crucial for
stability throughout the Indian Ocean area. And let me
repeat, on the Middle East, in Southeast Asia, and
elsewhere in the world we will stand by our friends --

and we will protect the vital interests of the United
States, and you can depend on it."




Unless these proposed additions receive our support, it is
very likely that, once the appropriations committees have
made their almost inevitable across-the-board cuts, the

FY 1980 FMS funds for these countries will be less than
what they will receive in FY 1979. I think that this
result would be a very unfortunate signal to the ASEAN
countries, particularly at this sensitive time.

DECISION

Authorize State and Defense to support additional
FMS financing for Thailand, Indonesia, and Malaysia. v
(NSC, state, Defense) (Congressional Liaison) , <=;7w-

Reaffirm your earlier decision denying additional
FMS financing, while holding open the option to
provide additional financing to these countries
within existing totals by reprogramming. (OMB)

Ay
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THE SECRETARY OF DEFENSE
WASHINGTON, D.C. 20301

May 2, 1979

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Supplemental FY-80 FMS Credits for Southeast Asia

Last Friday you disapproved a State request for authorization
to support House action increasing FMS credits to Thailand

in FY-80 by $15 million and a DoD recommendation to add modest
additional FMS for Indonesia ($10 million), Malaysia ($5
million), and Thailand (a further §5 million). I urge that
you consider a slight modification of that decision. Failure
to maintain at least this year's FMS support for key ASEAN
countries -- and that will be the effect of the decision --
would go against recent assurances of support for Thailand
conveyed to Prime Minister Kriangsak and raise questions about
the seriousness of our interest in ASEAN. Juxtaposed against
Vietnam's military aggression in Cambodia and the growing
Soviet military presence in the area, this result could ap-
pear perverse to our friends in the area.

Because I share your concern to keep the budget down, limit
arms sales, and avoid making security assistance a major
Congressional issue, I do not recommend initiating any further
amendments to the International Security Assistance budget.
However, I suggest that you authorize State and Defense to
support Congressional initiatives to add modest increases in
FMS credits for Thailand, Indonesia, and Malaysia. The House
has already approved a $15 million increase in the authori-
zation for Thailand. I understand that John Glenn plans to
seek an increase of $10 million for Indonesia and $§5 million
for Malaysia in the Senate. I believe the Administration

should accede to these Congressional initiatives for these
reasons: ’

- Both Senator Glenn and Senator Nunn are strong support-
ers of additional security assistance for friendly ASEAN
countries; both will play critical roles in the upcoming SALT
debate. ,

- Modest supplemental security assistance is one of the
few tangible ways in which we can provide some reassurance to



friendly countries in Southeast Asia forced to reconsider
their own defense requirements in the light of a conflict

in Indochina which has now brought Vietnamese forces to

the Thai border. I would not maintain that US security
interests will be irretrievably damaged if we fail to provide
these modest additional credits; I would argue very strongly
that the gesture represents a very important, if modest,
investment in the security of friendly countries in an im-
portant area where friends of the US are in somewhat short
supply. Very modest assistance now may forestall much larger
claims on our resources later.

- Support for these Congressional initiatives represents
at most §3 million in new obligational authority. This is
negligible as compared with across-the-board cuts which are
in prospect, and indeed are already being made. The result
will therefore still be well below your budget.

Cy and Zbig concur in these views.
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THE WHITE HOUSE
WASHINGTON W

70
May 21, 1979 /}/‘j/
BOB LIPSHUTZRIE " M’?(
FRANK MOORE -

;‘L
\/;f“ﬁ
SUBJECT: Ethics Legislation gl J

The amendments submitted by the Administration to the
Ethics Act, quickly passed in the Senate, may be in real
trouble in the House. Although the basic amendments

passed the House Judiciary Committee with relative ease,
they were ambushed on the House floor last week by Congressman
Eckhardt. As a result, our floor leader, Congressman
Danielson, pulled the bill from floor debate rather than
risk a crippling loss. In his judgment, with which we con-
cur, the mood of the House is quite antagonistic to the
Ethics Act, and it is very likely that efforts to unravel
it could well succeed.

MEMORANDUM FOR: THE PRESIDENT

Ste

FROM: STU EIZENSTAT

As you may recall, the problem we face is getting the Act
amended quickly, for the July 1 effective date is fast
approaching. Unless we can soon assure Federal employees
-that their basic post-employment concerns will clearly be
handled by the new legislation, sizable numbers of them

can be expected to depart prior to July 1. The only alter-
native would be to seek a delay of the Act's implementation,
which is obviously undesirable.

Congressman Eckhardt's amendments would essentially do

three things: (1) undo a critical change in our amendments
by prohibiting former Federal employees from providing

advice to their private employees on matters on which they
worked (of particular concern to scientists and educators);

(2) broaden the coverage of the Act's prohibitions by

broadly defining the types of matters former Federal employees
must be considered to have had "under their official
responsibility"; and (3) eliminate the one year bar on
contacts with employee's former agency.
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We are now working to see if an "acceptable" compromise can
be reached with Eckhardt, so that the bill can be brought
back to the floor early this week for a less-contested vote.
Our concern is that too great a "compromise" may upset
Senator Ribicoff, the key figure in that body and someone
who is very reluctant to participate in wholesale amendments
to the Act. We will stay in close touch with his staff.

It may be necessary for you to make one or two phone calls
or to send a letter to help our position in the House. We
will get back to you very shortly.



THE WHITE HOUSE
WASHINGTON

MAY 21, 1979
MR. PRESIDENT

WOULD YOU LIKE TO GET A'
HAIRCUT THIS WEEK?
WEDNESDAY MORNING

WOULD BE BEST.

APPROVE V/ DISAPPROVE

PHIL

Elactrostatic Copy Made 7/
ffor Presesvation Purposes




s ey

!

J2L/15

hescon

utc

i

'E',.-

1.
IeS

Ric

el ’
Mhu “ -

C i oy ppaseme v

P



THE CHAIRMAN OF THE ,"
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON . K/ M
May 19, 1979 J

MEMORANDUM FOR THE PRESIDENT

From: James T. McIntyre, Jre ' ' ”cﬂ'o
Charles L. Schultze o5 : c-’ ’/
Subject: Economic Assumptions for the ﬁ ; J ',/M
v Mid-Session Review

Background ' i /l / J
We have to make a final decision, early next week, on

the economic assumptions to be used in our Mid-Session

Review of the budget, which has to be sent to the Congress

this summer. That review must set forth economic projections

and budget estimates through fiscal 1984.

The long-term economic projections in the Economic

" Report and the Budget issued in January were consistent
with the economic goals established by the Humphrey-Hawkins
Act -- a 4 percent overall unemployment rate and a 3 percent
inflation rate by the end of calendar year 1983. They

were therefore very optimistic. While neither the Economic
Report nor the Budget implied that these goals could in fact
be achieved simultaneously, the estimates and projections

in the Budget were based on these assumptions.

In addition to being unrealistic, the use of overly
optimistic economic assumptions causes serious problems
for long-term budgetary control; it subverts the goals of
our 3-year planning and tracking system. Because both
inflation and unemployment are understated, the future
year outlay totals are misleadingly low. In the case
of receipts, the unrealistically low inflation assumptions
are broadly offset by the unrealistically high projections
of real income growth. Thus future year surpluses --
which are sometimes viewed as budgetary resources available
for program initiatives or tax cuts -- are overstated.

Electrestatic Copy RMade
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The unrealistic assumptions also seriously impair
the usefulness and destroy the credibility of long-term
budget plans in the Defense Department and other agencies
with fully-funded programs. Use of Humphrey-Hawkins
inflation assumptions understates the defense request,
and will inevitably lead to what appear to be "cost
overruns" but are in fact a result of unrealistic inflation
assumptions.

The Humphrey-Hawkins Act stipulates that the January
budget be consistent with the medium-term economic goals,
and requires the President to review progress toward those
goals in the 1980 and subsequent Economic Reports. The
Act permits the President to recommend modification of the
timetable for achieving these medium-term economic goals
in the 1980 and subsequent Economic Reports, if necessary.
The Act does not explicitly refer to what we must do in
the Mid-Session Review. In theory, the Mid-Session Review
could ignore Humphrey-Hawkins. In practice, this would
violate the spirit and intent of the law.

Our current internal economic forecasts have much
higher inflation .and somewhat weaker economic growth for
1979-1980 than the January assumptions. We will need to
modify our 1979 and 1980 public forecast for the Mid-Session
Review in this direction to maintain credibility. A new
forecast will mean that achievement of the 1983 targets
would require even more rapid (and less realistic) declines
in inflation and unemployment, and increases in real growth,
in 1981-83.

The Congress, in developing its budget resolutions,
need not and does not meet the medium-term Humphrey-Hawkins
goals. During the debate on the 1980 Resolution in the
House, Representative Giaimo insertéd into the record a
fact sheet on the economic implications of achieving the
Humphrey-Hawkins goals by 1983. The conclusions of the
fact sheet were: (1) "A very optimistic economy must be
assumed to reach Humphrey-Hawkins goals by 1983." (2) "There
are inconsistencies between the unemployment, growth and
inflation objectives that create severe problems accompanying
any effort to reach the Humphrey-Hawkins objectives in
5 years."
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Economic Assumptions for the Mid-Session Review

Even though the Huiiphrey-Hawkins Act does not technically
apply to the Mid-Session Review, failure to acknowledge the
Humphrey-Hawkins economic goals would clearly violate both
the intent of the law and Administration support of its
goals. On the other hand, the use of economic assumptions
consistent with Humphrey-Hawkins would -- to put it mildly --
require great optimism and would seriously understate the
level of outlays and overstate the potential surplus in
future years.

In order to avoid this dilemma, we are planning to
use alternative economic assumptions for the Mid-Session
Review. The detailed multiyear planning base numbers would
reflect economic assumptions that are more realistic than
the Humphrey-Hawkins goals. The Mid-Session Review would
contain a separate section discussing the Humphrey-Hawkins
goals and present -- but only in .very aggregate terms --
budget projections consistent with Humphrey-Hawkins.

The strongest proponents of Humphrey-Hawkins both
inside and outside government will object to this change,
arguing that the alternative economic projections we are
recommending dilute the commitment to the Humphrey-Hawkins
goals. We believe that the use of only the Humphrey-Hawkins
assumptions would be extremely costly in terms of sound
budget planning and public credibility. More realistic
assumptions can be defended in the name of conservative
and prudent budgeting, and the commitment to the Humphrey-
Hawkins goals can be at least formally maintained in the
discussion of the alternative Humphrey-Hawkins economic
projections.

Agree

[&} ‘l‘/lg“

Disagree | : 4)

cc: Vice President Mondale
Secretary Blumenthal
Mr. Eizenstat
Mr. Watson
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