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THE WHITE HOUSE
WASHINGTON

11/6/79 (L

Mr. President:

Eizenstat comments: "I strongly concur
with (Fred and Charlie's) statement that
a thorough discussion -- and additional
analysis -- would be required before
submitting any of these options to yow
for final decision. As I understand
it, these are options raised only in

the context of possible Presidential
actions in the event that a satisfactory
windfall profits tax fails to emerge
from Conference. I see potential problems
with almost all of them and hope that
these contingency plans will not be
needed. There may be additional options
beyond those listed..."

Jim McIntyre makes the same point as
Stu. His memo, pointing out specific
problems with each of the possible
punitive actions listed by Schultze
and Kahn, is attached, should you care
to read it.

Rick

Electrestatic Copy WMade
for Praservation Purposses




THE WHITE HOUSE

A
WASHINGTON . < /p?ﬂt
Lf L

i' November 1, 1979 | '/Vé/ ,

;

/
' 'ADMINISTRATIVELY CONFIDENTIAL /4/
- 'MEMORANDUM FOR THE PRESIDENT
.. FROM: gg?ﬁggsEL- KigEULTZE Electrostatic Copy Made
' t M for Preseration Purpesss
SUBJECT: President's Authority to Reduce

Profits in the Petroleum Industry

At your request, we have prepared a list of punitive actions that
.. you might take against petroleum companies. All are administrative
‘actions that require no additional legislative authorization. Some
‘conflict with previously enunciated Administration positions, some
with sound economic or energy policy. We have listed two categories
~of actions: (1) Industry-wide actions that might be threatened in
- .the context of either trying to secure a tough windfall profits tax
~ ‘or penalizing the companies in the context of industry-wide exces-
ﬂfsive'pricing, and (2) Actions that might be taken against specific
,;companles who refuse to comply with the voluntary price standards.

'?We do not necessarlly recommend that you take any of these actions,

~-and would, of course, like to discuss them thoroughly before you
—+did so.

i

{’fINDUSTRY WIDE ACTIONS

'Ellmlnate remaining foreign tax credits on oil and gas income.
In your April 5 energy message, you announced that you would
.- propose legislation to limit the U.S. tax credit for foreign
income taxes to the income on which those taxes are imposed,
and that Treasury would modify the tax credit administra-
tively. Treasury has already proposed regulations that
would restrict the availability of this credit and substan-
tially reduce the benefits it confers. They intend to pub-
lish regulations in final form some time this year. You
could threaten to issue final Revenue Rulings in very tough
form immediately. This action would immediately affect the
overseas profits of the major oil companies. It is also

possible that the Treasury proposal might be modified to
capture additional revenues.

“OETSRIGINED TO BE &0 ADUEISTRATIVE MARYING
CANCTILED FER (.0, S3C. 1.3 FHD -
FOCHRIST'S RIERRD OF MARCH 18, 19337




Alter the schedule for crude o0il decontrol. While retaining
your announced commitment to full decontrol by October 1981,
you could alter its path between now and then. Specifically,
you could direct the Department of Energy to load more of the
price increase on 1981 and less on 1980. This would reduce
1980 oil company production revenues by billions of dollars,
and probably have a beneficial effect on the consumer price
index during 1980, and a correspondingly adverse one in
1981. (We say "probably" because it is at least arguable
that product prices are determined preponderantly by the
balance of world-demand and supply, rather than by where

the crude oil price happens to be set.)

The o0il companies might take such a threat very seriously,
not just because of the dollars they would lose in 1980,
but because the bigger the remaining gap between domestic
and world prices in 1981, when controls are due to expire,
the greater will be the pressure on Congress to extend
controls, regardless of any official Administration posi-
tion.

Such a threat would of course call into question, both at

home and abroad, your commitment to achieve full decon-
trol by 1981.

Reimpose mandatory controls over petroleum product prices.
Currently, DOE controls the price of gasoline, but no other
products. You could reimpose controls on other products:
under present law, you have the authority to do so at any
and all parts of the petroleum distribution chain from the
refiner to the point of final sale.

Your discretionary authority here is quite broad. You
could, for example, reimpose controls on large companies,
but not small ones; or over only the products with the
most direct and painful effect on consumers: an obvious
candidate would be home heating oils. We have no evidence
however, that small companies have been more cooperative
with the price standards than large ones. Before even
considering this, we would have to think long and hard
about its possible adverse effect on supply.

Prohibit petroleum companies from importing oil. Under
current law, you have broad authority to engage in direct
government-to-government transactions or foreign market
purchases of crude oil and petroleum products. You could
make the U.S. government the exclusive purchasing agent
for the U.S., and prohibit all petroleum companies from
importing o0il into the United States.




ThlS is. -a step that some have long been urglng as a means

_ otso., In any event ‘51nce 01 *C
-ﬁqualltles from many dlfferent sources to many dlfferent
-ports, buying and selllng ‘all -the natlon 'S ‘imports’ would
~require us to establish 1n‘a‘hurry a hlghly complex new.
y[apparatus w1th1n DOE L e e R

-‘COMPANY SPECIFIC ACTIONS

Becaus 'the Federal Government contlnues to regulate 51gn1f1cant
elements'of “the’ oil 1ndustry, there are.’ ‘in theory-a humber of
~-pun1t1ve actlons we could. take, admlnlstratlvely, agalnst indi-
‘vidual’ 011 companles who. violate: the price standards-.. - The range .
of? p0351b1e administrative. actlons includes mandating - partlcular
reflnery ylelds, reallocatlng crude or product sales; changing
1nventory requlrements, ‘altéring entitlements: benefits; denying
_1mport llcenses or altering fees; eliminating companies from par-
’t1c1pat10n in productlon from Federal lands. - While each of these
approaches 1is at least’ arguably legal, we have.yery strong mis-
glVlngs about resorting to ‘any - of them to penallze partlcular
companles.j : :

fWe belleve that the best pollcy agalnst recalc1trants in the
wage- prlce program is to name, and excorlate, spec1flc companies
who - refuse to cooperate. \ :



EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET @
WASHINGTON, D.C. 20503

November 3; 1979

MEMORANDUM f‘OR: THE PRESIDENT Elactrostatic Copy Mado
' ‘ for Preseryation PUIpssss
FROM: JAMES T. MCINTYRE, .

SUBJECT: President's Authority to Reduce Profits in the
Petroleum Industry

"I have reviewed the Schultze/Kahn memorandum on your options to reduce
oil campany profits through punitive action.

First of all, I support their plea that the options should be fully
discussed before any of them are adopbed Moreover, I urge that before
selecting a course of action, we gain a better understandlng of why the
0il campany proflts increased so much.

i Of all the alternmatives -mentloned, strengthening Tréasury—propos_ed
-y regulations on tax credits would appear to involve the least number of
"'t problems. But Bill Miller, of course, ought to have a close look at it. ' pah

. With respect to all the other options, my initial reaction is to oppose
7¢  them either as inconsistent with your energy policy, or as questionable
2. ' action on their own merits. For example, slowing down the crude oil

. decontrol schedule or reimposing controls on petroleum products not only
would begin to undermine a keystone of your courageously established

. energy plan, but also would adversely affect relations with our

- internmational partners. = Indeed, an acceleration of decontrol -- if a

. "radical" departure from current policy is preferred -- might make the
. most.sense, since the temporary mflatlonary shock might be positively
offset by reduced hoarding and buildups in cammercial crude oil stocks
' by the oil campanies. As an excellent article in Friday's Wall Street
" Journal pointed out (copy-atiached).,. this apparent hoarding may be

~ inducing an artificial shortage and driving up prices beyond reason.

" Exclusive Goverrment purchase of foreign oil, in my view, would require

- more and more camplicated Federal bureaucracy, contrary to your policies

of simplifying and cutting back the Federal role. It would also likely’

be a disaster, as the Goverrment has no special expertise to assume this
intricate task now performed by the oil campanies, In this respect, I

am reminded of the management problems we have had in implementing the
Strategic Petroleum Reserve. Finally, specific actions against individual
0il campanies may be questionable fram an equity standpoint and might well




be challenged on legal grounds. In any case, such actions would
just add to the burdens of an already camplex regulatory regime
which you are trying to simplify and improve.

For all these reasans, I favor continuing your current strategy of
publicly saying the high oil campany profits are further justification
for passing a strict windfall profits tax. In the meantime, Fred Kahn
should use the COWPS process to thoroughly investigate the oil
campanies' profits and hold them within the guidelines.

Attachment
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ID 794857 : THE WHITE HOUSE
WASHINGTON
DATE: 01 NOV 79

FOR ACTION: STU EIZENSTAT

INFO ONLY: THE VICE PRESIDENT

- JODY POWELL

SUBJECT:

JACK WATSON

FRANK MOORE

JIM MCINTYRE &/

SCHULTZE KAHN MPMO RE -PRESIDENT'S AUTHORITY TO REDUCE

PROFITS IN THE PETROLEUM INDUSTRY

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) +

+ BY: 1200 PM SATURDAY

03 NOV 79

+

+HH e e e e

ACTION REQUESTED: YOUR COMMENTS
STAFF RESPONSE: ( ) I CONCUR. ( )

PLEASE NOTE OTHER COMMENTS BELOW:

NO COMMENT. ( ) HOLD.

o
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MEMORANDUM FOR THE PRESIDENT

THE WHITE HOUSE

WASHINGTON

November 6, 1979

FROM: . 'STUfEIZENSTAT__TC/

KITTY SCHIRMER

SUBJECT: . COMMENTS ON .THE SCHULTZE/KAHN MEMO ON OIL

INDUSTRY PROFITS

I have the fdliowiﬁg concerns about the list of Administrative
actions on 0il industry profits which Fred and Charlie have
drawn up: :

l.

I strongly concur with their statement that a thorough
discussion -- and additional analysis -- would be required
before submitting any of these options to you for final
decision. ' As I understand it, these are options raised
only in the context of possible Presidential actions in
the event that a satisfactory windfall profits tax fails
to emerge from Conference. I see potential problems with
almost all of them and hope that these contingency plans
will not be needed.

There may be additional options beyond those listed --

for example setting a ceiling price for decontrolled

crude oil rather than altering the actual decontrol rate --
which warrant further scrutiny on a contingency basis.

You should instruct Rick Hutcheson to make sure that this
memo is very tightly held. Some of the suggestions have

legal questions associated with them; others have obvious
serious international or domestic political ramifications.



THE WHITE HOUSE

WASHINGTON

November 6, 1979

'MEMORANDUM FOR THE PRESIDENT

FROM: STU EIZENSTAT g
KITTY SCHIRMER%
SUBJECT: Comments on. the Schultze/Kahn Memo on 0il

Industry Profits

I have the following concerns about the list of Administrative
actions on oil industry profits which Fred and Charlie have
drawn up.

1.

I strongly concur with -their statement that a thorough
discussion -- and additional  analysis == would be required
before submitting any of these options to you for final
decision. As I understand it, these are options raised
only in the context of possible Presidential actions in
the event that a satisfactdry“windfall‘profits tax fails
to emerge from Conference. I 'see potential problems

with almost all of-them-and hope that :these contingency
plans will not be needed.

There may be additional options beyond those listed --
for example, setting ‘a'ceiling price for decontrolled

- crude o0il ‘rather than altering the actual decontrol

rate -- which warrant further scrutiny on ‘a contingency
basis.
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‘1 ues to rise.

EXCERPT FROM WALL STREET JOURNAL, November 2,

'Petroleuti Puzzle™
Why the Price of Oil

Continues to Increase

) Fear Ovér Iraii ™"

1 -tion of the Iranian revolution and you've got

Another fear in the industry is that Iran
will erupt again. “‘All you need is a resump-

‘a shortage,”.says Charles DiBona, president
-of the American Petroleum Institute, the in-

4 dustry trade organization. The oil-supply sit-.

uation is- on “a knife's

LN
r

E CompamesStore the Excess

In Fear of 1980 Cutbacks;
Shortage Is Psychological
Knife's:E

dge’ or Miri-Glut

JamMEs TANNER .
“ 770 And RICH JAROSLOVEKY

(,Fr 8taff Reportersof THE WALL STREET JOURNAL

%the U.S.,; the world's biggest oil customer,
; consumption continues to decline. Therefore,
'g.' should be going down. But instead it contin

. So, what's going on? ,

- This is the most recent puzzle to emerge
‘from this  year's erratic: oil story in which;

- ‘supply and demand have been wrestling for

; :position as
5jmarch.] DI :
"7 By some estimates the ' current:‘excess

 price has continued its upward

¥

“;production over consumption is one million
.barrels a day. And yet oil .buyers, both the |

“large oil' companies. and their customers,
.'are scrambling for supplies as a hedge
‘:against the shortages they feel certain will
‘come. They are stockpillng oil as fast as it
_.can be produced and soaking. up the excess
isupply. *“You just can't -buy- enough’ crude
20il,” says Robert Baldwin, president of the:
imarketing and refining arm -of -Gulf Oil
i rp.v . - ‘ '," -
i Thus, what has .developed, say petrole--
jum-industry people, . is a ~ psychological
j"'shortage” that is pushing prices up even
:though there {s a plentiful supply. * .
. This shortage psychology results maini

from the fear by many in the industry that

The'global-oil supply is plentiful, and in [}

_edge,” ‘says Gulf's
Mr. Baldwin. - T .
What Energy Secretary Charles Duncan
calls “a tenuous supply-demand balance” is
being reflected in the price of petroleum. In
the first.half of this year prices surged by
. 60%, but then there’ was a brief lull. Now,
prices are pushing their way up again. Last
month, five of OPEC's 13 member states in-
creased their crude-oil prices by 10% to
12%. Libya“and Algeria even broke the
$23.50-a-barre] price ceiling set by the cartel
in June. A new round of price increases—
possibly  between 10% and. 15%—1is being
predicted for thé OPEC meeting in Caracas
next month, . . .
Prices on the uncontrolled spot market
are even more spectacular. The OPEC pro- :
ducers are selling more oil directly, bypass- |

y That is what {s sustaining the high spot-mar-

" ‘.by any economic gauge, the price of ofi“{ing the major oil companies that have nor- .

-mally distributed the bulk of the cartel’s oil.
Now that the major companies are getting
less crude oil than before, they are dropping .
many of their customers. These former cus- -
jtomers—oil-consuming nations and smaller .
oil companies—are willing to pay a ‘“se-"
curity premium’’ in the scramble to find oil,
according to one oil trader. This is pushing
spot prices to $40 a barrel and above.
“I Abhor” 1980 v e

*In any other time this would be called a*

glut,” says'the trader. *‘But people are buy- :
ing -0il and putting -it away in inventory.,

ket prices today.” Prices, he says, are ac-
tuaily rising by $1 a barrel aday. .. -
These prices reflect the very real fears of :
shortages that are haunting the oil compa- :
nies and many governments. Gulf's Mr. ;
Baldwin declares that ‘‘I abhor the thought:
of living through 1980"-—and this despite.
Gulf's recently announced 97% increase In:
third quarter profits. .
Some industry people are even gloomier
about when the crunch will come. The: Lund-j

B e o
TS i =3

i A S
7 Bt "while the industry is talking short-
‘tr;:::e will be plenty of oil available next

‘in -a temporary crude-oil glut unless they.
‘trim theingroduction. Kuwalt's oil minister,

A

)

the OPEC nations are insisting that

year. OPEC countries’ oil ministers believe
that a world-wide recessionary tnepd next
year will reduce the demand for their oil by
‘s much as 15%. This, they say, will result

Ali Khalifah Al-Sabah, says his country is
being forced to consider cutting back be-
cause of “the surplus expected to material-
ize in the world market next year."

In fact, some oil-industry people say
[there already is a *‘mini-glut™ of oil. More
oil is being produced world-wide than is
'being consumed, and if the oil companies
‘and other buyers weren't hoarding the ex-
‘cess production of one million barrels a day,
there would be a surplus.

0il production is up substantially from a

. Nigeria already has'frimmed its produc-

cause some of its fields were- being over-
worked. Venezuelan officials say that their,
‘production wiil be cut by 150,000 barrels a:
day next year for reasons of conservation:
Libya and Algeria have been causing alarm |,
“in the industry because of rumored produc- ||

jor oil companies and are processing the oil
themselves or. are selling it directly to cus- {.
LOMETS, - - rmmosnr o - v
*Saudi- ‘Arabia is sendIlng-out miixed sig:
nals on whether it will continue to produce
'the extra one million barrels a day that it
has allowed this year to restrain runaway
prices. But the biggest unknown in OPEC
continues- to be Iran. It could continue its
present  production levels,. or its oil supply
could dry up if there is another-political cri-
‘ There--is, " however, - a.-more - optlmisti¢

" i 1

year ago in most OPEC and non-OPEC pro-

ducing areas. Most notably, Saudi Arabia,
OPEC's leading producer, has increased its
oil output this year by an average of 15%.
But many energy officials regard the
world's current oil supply as extremely

razite. supply ‘and demand are so closely
§) l%l]nced tggt-yloss of production'by *‘only a
frioderaté-sized producer” would be enough:
to upset the baidnce, says Ulf Lantze, execu--
tive - director- of the Paris-based Interna-

tional Energy Agency. “*We should 'not be-

| view held by some in the oil industry who

i tion should rise in Nigeria as some new ofl |.
finds are developed, and production in'non-|*,. .. .......
» OPEC areas such as

. believe the nervousness that: has led to the

_ r=>TNe majors pay:CPEC's’icng-ter;n con-:
tion by 10%, or 200,000 barrels a day, be-|. tract prices in the range of $18 to %26'a bar-
_ rel. But by selllng directly to customers and |

i tion cuts; but, in fact, these two producers- L
have only reduced their supplies to the ma-{. bought directly from Iran and other OPEC

f'world-wide oil shortage beyond 1980. 8ome’,

¥cutting out the majors as suppliers, the
/OPEC producers can ask the much higher.
..Spot price for their oll: For example, last
-year Japan was getting 70% of its oil from
“the majors. By the end of this year it will be’
getting- only 50%. The balance is being:

‘producers at prices that are
as high as $42 a barrel. .,

reported to be
»... Even at this price,” Japan is.bnyi'hg".:ﬁs"

‘
AN

20 oceangoing tankersin- which-to store its-
surplus oll. This has led to feverish activity
.in the spot market, and prices are being bid

- ports. “The spot prices reflect uncertainty;’

. ment analyst. ' N
But noone'is saying that there won't be & |

‘oli-industry people . are convinced that |

, stockpiling” and higher prices fs unjustified.
. These experts believe that Saudi Arabia and
. Kuwait won’t act hastily in reducing output
if they see signs. of scarce supplies. Produc-

€xico a
North Slope is certain to climb next year.

* . Some observers note that even if. OPEC |:
‘does reduce its-current production of 32 mil- <,

lcomplacent about the.way oil stocks -hav?a ‘lion barrels -a-day- to 29 million, that could’

'been building up,”"he says. " “""

vally éroding the .pricing gains that OPEC
had won 'in 1973-74. But then came the_ 10-
week cutoff of Iranian oil that resulted in a
‘world oil shortage and soaring prices. This
_showed the .cartel that revenues can go up
-even though production goesvdown..v

4 Iran.not only taught a lesson but learned |

one as well: Its current reported production

"is less.than four-million barrels a day; but ||

Iran now Is earning more than it did- last

year when its output was nearly 's‘b’(;mlllion

barrels a day.. .-

‘Thus, OPEC nations believe they now can |

: © "7 ‘stiil be.enough if world-wide demand is as |-
! {.For one-thing, OPEC. has learned some

hard lessons in recent years. Until a year-
! ago a stubborn surplus of oil had been grad-

‘stagnant next year as many forecasters ex-
-pect. Some analysts believe there could even

i:ing the market, rising OPEC prices *‘should

* But the major oil companies and

" be a drop in"prices by the spring as storage |
“tanks reach” ¢apacity. With more oil reach- {:

- abate,” say oil analysts at Merrill Lynch, |
|l Pierce, Fenner & Smith. *The amount of oil |+
‘available next year will be more than ade- {.

) ‘demand;"* the apalysts say. |-
quate to satisfy |

‘customers - remain gloomy_ about '1980. The -

producers’ governments are willing to allow.

‘oil as demand rebounds from next.year's ex-'

»i

réup to as much as $50 a barrel, by some re-y
‘not shortage,’’ says a$U.S.‘Energy Depart- |.

. OPEC’s production has gone as high as the.[

| That suggests, they say, that-OPEC will nei- }
.- ther be willing nor able-to supply additional

" much oil as it can get, and it has-acquired | -

pected decline in consumptipn_:._--s e

— I

"y

,oll consumers who are.no longer being sup--
.plied with all their oil needs by.the major |,
! companies are particularly anxious. OPEC.

=

-producers” increasingly are taling over the |
marketing of their ofl from the *‘majors” be- |:

- . berg Letter, an oil-industry newsletter, for a ! . R [ _com:.}
.the Organization of Petroleum Exportingi y . < ; Slv oLt DF i . cause of .the  higher; price they can.c
; . h . ' safely "cut _production without .seeing "any | - O Hle, e P DR TR |
Countries, or OPEC, which accounts for -While: was. forecasting that gasoline lines e si%n of rgvenues. “This sharp rise in oil | mand,:: st g e

- would return before the end of ‘last month. A;
federal energy official says shortages may

OP . . occur “a little later than Mr. Lundberg;
OPEC officials do expect cuts of as much a5 ;o 4 5 Jittle sooner than Mr. Gulf!

‘three million barrels a day, but they insist says.” !

that this won't create shortages; that's .be- - ys.o : ' ’
:cause of a predicted decline in global oil-

consumption next year. And some industry -

:about half of the world's oil output, will start

. ‘ ices this year provides us with an opportu-
cutting back on production next year. Some Py 3 our

nity to lower our production,” says the Ku--
waiti -oil' minister.. Rumors have it that Ku-.
wait is proposing.to ‘reduce -its production
next year by 25%, or 500,000 barrels.a day: :

analysts agree with this view. .
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EXCERPT FROM WALL STREET JOURNAL, November 2, 1979 -

i ues to rise.

" .-are scrambling for supplies as a hedge

_‘Countries, or OPEC, which accounts for:"iile Was. forecasting that gasoline lines'

'Petroletim PiizzieT
‘Why the Price of Oil -

13

.antinuesg to Iﬁcrgaéex

.

i will erupt again. ‘‘All you need is a resump-:
tion of the Iranian revolution and you've got
a shortage,” says Charles DiBona, president

~

dustry trade organization. The ofl-supply sit- :
uation is on “‘a knife’s edge,” says Gulf's
Mr. Baldwin. -+ o o

What Energy Secretary Charles Duncan
calls ‘‘a tenuous supply-demand balance’ is
being reflected in the price of petroleum. In
the first half of this year prices surged by
.60%, but then there’ was a .brief lull. Now,
,prices are pushing their way up again. Last
month, five of OPEC's 13 member states in-
creased their crude-oil prices by 10% to
12%. Libya and Algeria even broke the
$23.50-a-barrel price ceiling set by the cartel
.. ¥in June. A new round of price increases—
.| possibly between 107 and. 15%-is being
predicted for thé'OPEC meeting in Caracas
next month. . :

] am&s Sfofé'i'{hel' Excess
n Fear of 1980 Cutbacks;
hortage s Psychological

Edge' or Mini-Glut?

By-JAMES TANNER' . -
*And RICH JAROSLOVSKY _
" §taff Reporters'of THE WALL STREET JOURNAL

e

o

R ¥
Another fear in the industry is that Iran

| of the American Petroleum Institute, the in- |;

- \Despite Ample Supply.

I
Bl

-trim their production. Kuwait's oil 'minister,

Bitt “while ‘the Industry is talking short-‘“w
ages, the OPEC nations are insisting that
there will be plenty of oil available l)ext
year. OPEC countries’ oil ministers believe
that a world-wide recessionary trend next
year will reduce the demand for thglr oil by
‘as much as 15%. This, they say, will result
in -a temporary crude-oil glut unless they.

Ali Khalifah Al-Sabah, says his country is
being forced to consider cutting back be-
‘cause of “‘the surplus expected to material-
}lze' in the world market next year."”

In fact, some oil-industry people say
ithere already is a ‘‘mini-glut’” of oil. More
loil is being produced world-wide than is |
ibeing consumed, and if the oil companies
"and other buyers weren't hoarding the- ex-
cess production of one million barrels a day,
there would be a surplus. .

0il production is up substantially from a
year ago in most OPEC and non-OPEC pro-

Prices on the uncontrolled spot' market
are even more spectacular. The OPEC pro-

I The global il supply ‘is plentiful, and in
+the U.S.; the world’s biggest oil customer,
~ consumption continues to decline. Therefore, {ducers are selling more oil directly, bypass-
7 by any economic gauge, the price of o¥® ing the major oil companies that have nor-
"should be going.down. But instead it contin mally distributed the bulk of the cartel's oil. |
RN 1 Now that the major companies are getting :
So, what's going.on? _ " less crude oil than before, they are dropping
This is the most recent puzzle to emerge many of their customers. These former cus-

v

"“from this year's erratic oil story in which} tomers—oil-consuming nations and smaller
; :supply and demand have: been wrestling for|.0il companies—are willing to pay a *se-’
. ‘position as price has continued its upwa

“march. - ¢ ., . : : :

curity premium™ in the scramble to find oil, |
ce i according to one oil trader. This is pushing !
By some estimates the current-excess:|Spot prices to $40 a barrel and above. ‘
~production over consumption is one million 1 Abhor” 1980

barrels a day. And yet oil buyers, both the | ., : e iy " :
" large ofl companies and their customers, In any other time this would be called a

o

ing oil and putting it away in inventory. f
y That is what is sustaining the high spot-mar- |
ket prices today.” Prices, he says, are ac-
tually rising by $1 a barrel aday. . = | |

These prices reflect the very real fears of |
shortages that are haunting the oil compa-
nies and many governments. "Gulf’s Mr.
Baldwin declares that *“I abhor the thought :
of living through 1980"—and this' despite
Gulf’s recently announced 97% increase in‘
third quarter profits. SR §

Some industry people are even gloomier
about when the crunch will come. The Lund:;
{ berg: Letter, an oil-industry newsletter, for a

.‘against the shortages theyfeel certain will
‘come.. They are stockpiling oil as fast as it
_can be produced and soaking- up the excess
isupply. *“You just can't buy enough crude
.0il,"" says Robert Baldwin, president of the
"marketing - and refining arm of Gulf Oil
1 Thus, what has developed, say petrole-
;um-ndustry people,. is a psychological
1 'shortage” that is pushing prices' up even
though there is a plentiful supply. . N
.- This shortage psychology results mainly
from the fear by many in the industry that
the Organization of Petroleum Exporting

‘about half of the world's oil output, will st art . Would return before the end of last month. A

cutting back on production next year. Some
-OPEC officials do expect cuts of as much as’

federal  energy official says shortages may
occur “a little later than Mr. Lundberg;

- three million barrels a day, but they Insist Save, D't @ little sooner: than Mr. Gulf:
! that this won't create shortages; that's .be- says.” - . ’ ' o
: .cause of a predicted decline in global oil ;
“consumption next year. And some industry .
oo ANAlyStS agree with this view. . .

ducing areas. Most notably, Saudi Arabia, |

OPEC's leading producer, has increased its,

oil output this year by an average of 15%.
But many energy officials- regard the

Nigeria already has.trimmed'its produc-
tion’ by 10%;,or’ 200,000 barrels a day, be-
cause some -of:its fields were being over-:
worked. Venezuelan officials say that their,
production ‘will be cut by 150,000 barrels a:
day next year for reasons of conservation.
Libya'and Algeria have been causing alarm
in the industry because of rumored produc-

- tion cuts; but,. in fact, these two producers

have only reduced their supplies to the ma-
jor oil companies and are processing the oil
themselves or_are selling it directly to cus-
tomers...~- R L SR

+ Saudi-‘Arabia’is 'sending-out mixed sig:
nils on - whether it will continue to produce

T

'the extra one miillion barrels a day that it

has allowed this year to restrain runaway
prices. But the biggest unknown in OPEC
continués o’ be Iran. It could continue its
present ,production levels, or its oil supply.
could dry up if there is another palitical cri-
sis. CLa ‘

D

‘ There:-is, -however, - a -more- optimistic
view heid by.-some in the oil industry who
believe the ‘nervousness that has led to the
stockpiling and higher prices is unjustified.
These experts believe that Saudi Arabia and

: D i supply as extremely; Kuwait won't act hastily in reducing output
_varld s, current oil_SUpply — 'if they'see signs of scarce supplies. Produc-
fragile. Supply and demand are so closely ' tion should rise in. Nigeria as some new ofl

froderate-sized producer” would be €nOUgh: ) = X0 A AJASKES

.. tract prices in the.range of €18 to $26 a bar-

¥cutting out the  majors as suppliers, the.
/OPEC producers can ask the much higher,
.spot price for their ofl: For example, last
-year Japan was getting 70% of its oll from
|.the majors. By the end of this year it will be'
‘ getting only 50%. The balance is being:
. bought directly from Iran and other OPEC
“*producers at’prices that are reported, to be
. as high as $42 a barrel.:; S e
Even at this price,'Japan is buying’ &s’

"ports. *“The spot prices reflect' uncertainty;"

"'ment analyst. . .

| world-wide- oil shortage. beyond 1980. Some
‘oll-industry’ ' people are convinced that

‘| producers’ governments are willing to allow.
- That suggests, they say, that OPEC will nei- |
.- ther be willing nor able-to supply additional
:"oll as demand rebounds from next year's ex-"

rrerThe*majors=pay CPEC's long-term consi|i

. rel. But by selling directly to customers end |

; much oll as it can get, and it has acquired’|

20 oceangoing tankers in which to store Its |
surplus ofl..This has led to feverish activity |.
.in the spot market, and prices are being bid |
|, UP to as much as $50 a barrel, by some re-'{

- not shortage,’"'says a U.S.-Energy. Depart- '

-But no one‘is saylng that there won't bea |

OPEC's production has gone as high as thé {

L

A . ‘pected decline
palanced that loss of production by “‘only 3 finds are developed, and production in'non- [<,. . ... .. .

]

in consumption.. - »:: -+ <

glut,” says the trader. ‘‘But people are buy- :

to upset the balance, says Ulf Lantze, execu-,
tive director . of the Paris-based Interna-
tional Energy Agency. “We _should'not be-
\complacent about the way oﬂ’_ﬁgp_c_ks» ‘havef
‘been bullding up,”’-he says.” B
! : For one thing, OPEC. has learned some]
hard lessons in recent years. Until ‘a year
‘ago a stubborn surplus of oil had been grad-
vally eroding the .pricing gains that OPEC
had won 'in 1973-74. But then came the 10-
week cutoff of Iranian oil that resulted in.a
‘world oil shortage and soaring prices. This.
‘showed the -cartel that revenues can go up
*even though. production goes down.

_Iran'not only taught a lesson but learned |

_one as well. Its current reported production

is less.than four million-barrels a day; -but |

~1ran now -is earning more ‘than it dld last
_year when its output was nearly six ‘million
barcels a day. = e

‘Thus, OPEC nat_lohsvrbelie\'te they ‘n'(ﬁ' can

safely cut . production without .seeing ‘any
erosion of revenues. ..'This sh'arp‘nsfe in oil
prices this year provides us with an gpportu-

nity to lower ‘our production,” says the Ku--

waiti oil minister. Rumors’ ha_ve it that Ku-
wait is proposing . to .reduce its production

' North Slope is certain to climb next year. -

" Some observers note that even if. OPEC'}}
‘does reduce its current production of 32 mil- |
“lion barrels a- day to 29 million, that could
‘still be enough if world-wide demand is as
‘stagnant next year as many forecasters ex- |.
" pect. Some analysts believe there could even },
“be a drop in prices by the spring as storage |-
*tanks reach’ capacity. With more oil reach-,
i'ing the market, rising OPEC prices ‘‘should
abate,” say oil analysts at Merrill Lynch,"
Pierce, Fenner & Smith. ““The amount of oil ;-
" available next year will be more than ade-.|,
. quate to satisfy demand,’ the analysts say. |
But the major oil companies and their
customers remain gloomy about 1980. The |
! oil consumers who are.no longer being sup-:
.plied with all their oll needs by the major
! companies'are particularly anxious. OPEC |,
' producers’ Increasingly  are taking over the |
" marketing of their oil from the ‘‘majors’ be-|:
"cause .of . the ‘higher; price- they . can.: com-.
1 mand. otoessiaea g G [

P IR

|

‘next year by 25%, or 500,000 barrels.a day:
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON. D.C. 20503

November 3, 1979

MEMORANDUM FOR: THE PRESIDENT
FROM: JAMES T. MCINTYRE, Jn.:%?
SURJECT: _ President's Authority to Reduce Profits in the

Petroleum Industry

I have reviewed the Schultze/Kahn memorandum on your optlons to reduce
0il campany profits through punitive action. :

First of all, I support their plea that the options should be fully
discussed before any of them are adopted. Moreover, I urge that before
selecting a course of action, we gain a better understanding of why the
0il campany profits increased so much. '

Of all the alternatives mentioned, strengthening Treasury-proposed
regulations on tax credits would appear to involve the least number of
problems. But Bill Miller, of course, ought to have a close look at it.

With respect to all the other options, my initial reaction is to oppose
them either as inconsistent with your energy policy, or as questionable
action on their own merits. For example, slowing down the crude oil
decontrol schedule or reimposing controls on petroleum products not only
would begin to undermine a keystone of your courageously established
energy plan, but also would adversely affect relations with our
international partners. Indeed, an acceleration of decontrol -- if a
"radical" departure fram current policy is preferred —- might make the
most sense, since the tamporary inflationary shock might be positively
offset by reduced hoarding and buildups in cammercial crude oil stocks
by the oil campanies. As an excellent article in Friday's Wall Street
Journal pointed out (copy attached), this apparent hoarding may be
inducing an artificial shortage and driving up prices beyond reason.

Exclusive Government purchase of foreign oil, in my view, would require
more and more camplicated Federal bureaucracy, contrary to your policies
of simplifying and cutting back the Federal role. It would also likely
be a disaster, as the Government has no special expertise to assume this
intricate task now performed by the oil campanies. 1In this respect, I

am reminded of the management problems we have had in implementing the
Strategic Petroleum Reserve. Finally, specific actions against individual
0il campanies may be questionable fram an equity standpoint and might well



be challenged on legal grounds.' In ény case, such actions would
just add to the burdens of an already camplex regulatoxy regime
which you are trying to simplify and improve.

For all these reasons, I favor continuing your current strategy of
publicly saying the high oil campany profits are further justification
for passing a strict windfall profits tax. In the meantime, Fred Kahn
should use the COWPS process to thoroughly investigate the oil’
campanies' profits and hold them within the guidelines.

Attachment
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First of all, I support their plea that the options should be fully
discussed before any of them are adopted. Moreover, I urge that before
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0il companies may be questionable fraom an equity standpoint and might well
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be challenged on legal grounds.‘ In any case, such actions would
just add to the burdens of an already camplex regulatory regime
which you are trying to simplify and improve.
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publicly saying the high oil campany profits are further justification
for passing a strict windfall profits tax. In the meantime, Fred Kahn
should use the COWPS process to thoroughly investigate the oil
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discussed before any of them are adopted. Moreover, I urge that before
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problems. But Bill Miller, of course, ought to have a close look at it.:

With respect to all the other options, my initial reaction is to oppose
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action on their own merits. For example, slowing down the crude oil
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would begin to undermine a keystone of your courageously established
energy plan, but also would adversely affect relations with our
international partners. Indeed, an acceleration of decontrol — if a
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EXECUTIVE OFFICE OF THE PRESIDENT
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Petroleum Industry

I have reviewed the Schultze/Kahn memorandum on your options to reduce
oil campany profits through punitive action.

First of all, I support their plea that the options should be fully
discussed before any of them are adopted. Moreover, I urge that before
selecting a course of action, we gain a better understanding of why the
oil campany profits increased so much.

Of all the alternmatives mentioned, strengthening Treasury-proposed
requlations on tax credits would appear to involve the least number of
problems. But Bill Miller, of course, ought to have a close look at it.

With respect to all the other options, my initial reaction is to oppose
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action on their own merits. For example, slowing down the crude oil
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more and more camplicated Federal bureaucracy, contrary to your policies
of simplifying and cutting back the Federal role. It would also likely
be a disaster, as the Govermment has no special expertise to assume this
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be challenged on legal grounds. In any case, such actions would
just add to the burdens of an already camplex regulatory regime
which you are trying to simplify and improve.

For all these reasons, I favor continuing your current strategy of
publicly saying the high oil campany profits are further justification
for passing a strict windfall profits tax. In the meantime, Fred Kahn
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THE WHITE HOUSE

WASHINGTON

November 5, 1979

MEMORANDUM FOR THE PRESIDENT c/%/

FROM:

SUBJECT:

A vacancy has occurred on the California Debris
Commission for.the representative from the Corps of
Engineers. The Secretary of Defense has recommended
Colonel Paul Frederick Kavanaugh, District Engineer
for the Sacramento District, Corps of Engineers. This

is a part-time Commission with members confirmed by
the Senate.

RECOMMENDATION:

Nominate Colonel Paul Frederick Kavanaugh as a Member
of the California Debris Commission.

L approve disapprove

Electrestatic Copy Made
for Prescrvation Purposes



THE SECRETARY OF DEFENSE
WASHINGTON. D. C. 20301

11 60T 179

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Nomination for Membership, California Debris
Commission

I recommend the nomination of Colonel Paul Frederick
Kavanaugh, Corps of Engineers, to be a member of the
California Debris Commission. This appointment will be
in addition to Colonel Kavanaugh's primary assignment as
District Engineer, United States Army Engineer District,
Sacramento. Colonel Kavanaugh will succeed Colonel
Donald M. O'Shei, formerly District Engineer, United

- States Army Engineer District, Sacramento, who has been
reassigned. Colonel Kavanaugh is 45 years of age.

The Secretary of the Army and the Chief of Staff are in
agreement with this appointment.
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" 'RESUME OF SERVICE CAREER As of 6 August 1979
- of .

PAUL FREDERICK KAVANAUGH, Colonel, 003-26-7792

DATE AND PLACE OF BIRTH: 19 August 1934, Boston, Massachusetts

YEARS OF ACTIVE COMMISSIONED SERVICE: Over 21

PRESENT ASSIGNMENT: District Engineer, United States Army Engineer D1str1ct,
Sacramento, since July 1979

MILITARY SCHOOLS ATTENDED

The Engineer School, Basic Course and Post Engineer Management Course
Marine Amphibious Warfare School

Armed Forces Staff College

Air War College

EDUCATIONAL DEGREES

Norwich University - BS Degree - Civil Engineering

' Oklahoma State University - MS Degree - Civil Engineering
i

MAJOR PERMANENT DUTY ASSIGNMENTS (Last 10 years) ' From To
Assistant Division Engineer, lst Cavalry Division, Vietnam Jul 69 Apr 70
Nuclear Weapons Officer, Defense Intelligence Agency, o .

Washington, DC ' Apr 70 Aug 73°
Commander, 84th Engineer Battalion (Construction),

Schofield Barracks, Hawaii - Aug 73 Mar 75
Engineer Staff Officer, US Army Pac1f1c Support Office,

Defense Nuclear Agency, Honolulu, Hawaii Mar 75 Jun 76

Chief, Concepts and Organization Branch, Combat Development
and Force Modernization Division, Deputy Chief of

Staff, Operations, USA Forces Command, Ft McPherson, GA Jun 76 - Jul 79

, DATES OF APPOINTMENT
PROMOTIONS » Temporary Permanent
2LT o 21 Feb 58
1LT 21 Aug 59 21 Feb 61
CPT ' 21 Aug 62 21 Feb 65
MAJ 18 Nov 66 21 Feb 72
LTC : 8 Nov 71 21 Feb 79
CcoL 12 Apr 79

US DECORATIONS /BADGES

Bronze Star Medal (with 2 -Oak Leaf Clusters)
Meritorious Service Medal

Air Medal (with 1 "V" device and the numeral 7)
Army Commendation Medal (w1th Oak Leaf Cluster)
Parachutist Badge

SOURCE OF COMMISSION: ROTC

REGISTERED ENGINEER: _ oklahoma 65

? - .l
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THE WHITE HOUSE

WASHINGTON

November 5, 1979

Elactregtatic Copy Made
MEMORANDUM FOR THE PRESIDENT %/ for Praservation Purposes
FROM: JACK WATSON A
ARNIE MILLER
SUBJ: National ¢ ncil on the Arts

A vacancy exists on the National Council on the Arts

for a term ending September 1980. Any member of the
National Council is ineligible by law for reappointment.

Leonard L. Farber of Fort Lauderdale, Florida, has
expressed interest in serving for this short term. He
is a successful real estate developer who has special-
ized in shopping centers. He has been active in
community affairs and is a member of the Fort Lauderdale
Symphony Society and Vice Chairman of the Board of the
Fort Lauderdale Art Museum. He is supported by

Mrs. Mondale and Phil Wise.

RECOMMENDATION:

Nominate Leonard L. Farber as a Member of the National
Council on the Arts.

L approve disapprove




October 30, 1979

LEONARD L. FARBER

(Business Biography)

Leonard L. Farber President of Leonard L. Farber Incoroorated, is one
“of the most successful and most respected national figures in the real estate
field. Although he is particularly well known for his activities in shopplng
center development and operations, since the early 1940’ s hlS business in-
terests have incluced all phases of real estate. .
: 4
During that perlod, in addition to other real estate actwlty, Mr. Farber
" has conceived and developed more than 33 shopping centers throughout
the United States, each of which has attracted many national chain store
tenants.

“His residential pI‘O]eCtS 1nclude apartment developments, private home develop—
ment and a motel :

ASSO CIATIONS AND ADDRESSES

As a result of his wide experience and in recognition of hlS professional
capability, Mr. Farber has been elected to positions of leadership in some
of the most prominent associations in the real estate field.

From 1957 to 1960, for example, he served as founding president of the
International Council of Shopping Centers, and he continues as the only

life member of its world-wide Board of Trustees. The membership of this
organization exceeds 8,000, including virtually all the leading shopping
center devélopers, chain store executives and mortgage lenders in the
United States, and U.S. territories and Canada. Representing most of the
shopping centers in North America, it is the acknow1edged spokesman for
the shopping center 1ndustry

Mr. Farber was a member of the Board of Governors of The Real Estate Board _
of New York and was chairman of both its Shopping Center Committee and '
Sales Brokers Committee.

He also served on the Board of Directors of the Realty Foundation of New

York and is a member of the New York State Association of Real Estate
Boards and the National Association of Real Estate Boards.

LEONARSD L.
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Mr. Farber's prominence as a realtor has led him to leadership positions
-in community as well as professional organizations. In 1969 he was elected
"Realty Man Of The Year" by the Real Estate Square Club of New York.

" In addition, he is a past chairman of the Greater New York Fund (Real
Estate Division) and Boy Scouts of America Fund Drive (Real Estate Div-
ision), he also served as commander of the American Legmn s Peter Minuit
Post -- the real estate and banking post.

In addition, he has lent his leadership abilities to various charitable and
cultural fund raising drives. In the early days of Brandeis University, .-
Mr. Farber was honored and elected to the President's Council, and has™
recently been honored as a Brandeis Fellow. He has also served on vArious
community funds. While in New York, Mr. Farber was the director of the
Hartsdale Community Fund and the Carver Community Center, White Plains,
New York. DMore recently he has served as a member of the Board of Dir-
ectors of the Broward County Boys' Club, the Fort Lauderdale Symphony
Society, Holy Cross Hospital. He is also the Vice President and on the Board
of the Fort Lauderdale Art Museum, served as Board hilember of the Broward
County American Red Cross, fund raiser for the American Humane Society,
and a number of other charitable and cultural organizations.

Mr. Farber is frequently invited to speak on the subjects of shopping centers,
shopping center investment and urban renewal. He has, as a result, delivered
major addresses on these subjects to governmental agenmes and professmnal
organizations throughout the nation. : :

He has lectured on shopping center development and investment at such
educational institutions as the University of Georgia, University of -Con-
necticut, City College of New York, University of \hchigan, University of
Arizona, New York University and Pratt Institute.

PROFESSIONAL ' BACKGRO UND

Mr. Farber's real estate career--which spans almost 40 years—-began at
virtually the on-site management level.

In 1942, together with Frank Wittman, he opened a real estate brokerage

and management firm under the name of Farber-Wittman, Inc. As a principal
of that firm, he placed special emphasis on the development and expansion

of its successful development department--with particular regard to shoppmg :
‘center development. ‘
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His corporate administration and areas of direct responsibility within the
firm covered property management, brokerage, mortgage placement, com-
mercial leasing and consultatlon as well as varlous types. of real estate
development.

In 1958, with his existing staff of trained experts, he formed Leonard L.
Farber Company, and proceeded with the expansion of his development
program.

Since 1958, the company has developed shopping centers in California, Né'w

York, New Jersey, Connecticut, Vlrg'mla Florida and in I‘.Iayaquez, Puerto
Rico.

- .

er. Farber's most recently developed major regionél shopping centers are

Pompano Fashion Square, Pompano Beach, Florida; Orlando Fashion Square,
Orlando, Florida; Regency Square and Cloverleaf Mall in Richmond, Virginia
and Valley Plaza Mall, Bakersfield, California.

The Farber Company presently has under redevelopment the GALLERIA at

Fort Lauderdale (formerly Sunrise Shopping Center), which upon completion

will include a major hotel, 1,400,000 square feet of retail area, including
Saks Fifth Avenue, Neiman-Marcus, Jordan Marsh and Burdine's Department
Stores. Also nearing completion is Charlottesville Fashion Square, a four
department store center in Charlottesville, Virginia.

Mr. Farber was born and raised in New York City. He moved to Florida in
1970 and now resides in Fort Lauderdale with his wife Antje. Mr. Farber
bas four children -- Melinda, Rebert, Peggy and Felicia. )

"During World War II, he served with the U.S. Army in the European Campéign

and was awarded the Purple Heart as well as two Bronze Stars for bravery
in actlon

LEO'\APD L.

3t s
INCO—‘DQFIATED

One Pompano Fashnon Square, Pompano Beach, Flonda 33062
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AUTHORITY: |

METHOD:

MEMBERS:

MNATIONAL COUNCIL ON THE ARTS

National Fourdation on the Azts z2rd the Humanities
{National Endowinent foxr the Arta)

P. L. 83-579, September 3, 1964

P.L. 89-209, September 29, 1965, Sec. &
S S 91-.:46 uuly 20 19(0 ‘

P, L. - 94- 462 Sec. 103, 10/8/76

Ex-oxn..zo & 3a3535ted by the D:esxdent :

nomlnated . _ o S

' fi'_. Cha.u-man of the Nahonal Endowment for the Arts

"azd

-_ TWENTY-SIX members appmnted 'by the Presidant
- who shall be selected: :

CHAIRMAN: |

e (!) from among private citizens of the United States
o who are widely recognized for their broad knowl-
edge cf, or experb.se in, or for their profound
: .n.er st in, the arts; ’ o
{2) 30 as %o iaclude practcing artists, civic
 cultural lesaders, membters of the museam
profession, and others who are professionally -
- engaged ia the arts; and '
 (3) so as collectively to provide an appropriate
- distzibution of membershm among the major
art fields. : :

~ Chairman of the National Endowrzent for the Arts

SIX YZARS - terms of office shall be staggered. No
rmember shall te eligible {oz reappcintmeat during the
two-year pericd following the expiraticn of his term.

~Any membder appoiated to iil 2 vacaocy shall ssrve for
3

he resmaicder cf the term ioxr which his predecessor
was appointed. (NOT HOLDOVERDS)

_Coatinued - page 2 - .




NATIONAL COUNCIL ON THE ARTS

National Foundation on thre ATts and the Honmacities
(Matioral Endowment for the Arts)

SALARY: - Fized by the Chairman but rot to exceed the per diem
’ eguivaient of the rate autherized for grade GS-18.°
 Mermbers shall be allowed travel expenses including '
‘ pe- diem in lieun of subsistence.

PURPQOSE:. . . Advise the Chairman with respect to policies,
- - programs, and procedures for carrying cut his -

.. fanetions, duties, or responsibilities and review
-, applications for financial assistance and make

- recommendaticns thereon to the Chajirman..

"' May subrmit an anmaal report to the President for

. frapsmitial to the Congress on or before the 15th

. day of Jammary of each year.
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RE: CABINET SUMMARIES

The attached were returned in the President's

outbox today and are forwarded to you for

appropriate handling.
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”,Prlnc1pa1 Activities of the- Department of Justice
for the Week of October 27 through November 2

Meetings and Events

On October 31, 1979, the Attorney General met with the
Attorney General's Advisory Committee of United States
Attorneys.

Personnel
. Lupe Salinas, a former Assistant United States Attorney
. for the Southern District of Texas, joined the Attorney

- General's staff as a Special Assistant.

Jg'g-

Judicial Selection

There remain 21 judicial vacancies (5 under the new law
and 16 regular vacancies) that have not yet been presented
to the President for tentative approval. The Senate during
this Congress has confirmed 115 judicial appointments (98
under the new law and 17 regular vacancies).

Chicago School Desegregatlon Case

HEW has referred totheDepartment;its'investigation of
‘segregation in Chicago s public schools. ‘The Civil Rights
‘Division is reviewing the case for violations of Title VI of
' the Civil Rights Act of 1964, and is expected to make a
‘recommendation to the Attorney General within 90 days.

.5. "Philadelphia Police Suit

Ruling that the Department of Justice lacks standing to sue,-
Judge J. William Ditter of the Eastern District of Pennsylvania
dismissed the Department's constitutional claims in a suit
.brought against the City of Philadelphia for the actions of its
‘police department. The issue of racial discrimination in a
.federally-funded program is still before the court. The
-Department is reviewing Judge Ditter's decision to determine
-whether an appeal should be taken at this time.



6. Freedom of Information Act -- National Security Agency

In Hayden and Fonda v. NSA, the United States Court of
Appeals ruled that the National Security Agency did not have
to give a detailed public explanation for its refusal to
disclose documents sought under the Freedom of Information
Act (FOIA). The court ruled that the sensitivity of NSA's
activity justified reliance on classified affidavits submitted
in camera, without the participation of the plaintiffs'’
counsel. The court also held there was no need for district
court inspection of the requested documents where, by their
nature, they fall within FOIA's exemptions.

7. Church of Scientology

Based upon stipulated evidence, nine Church of Scientology
members were convicted by Judge Charles Richey of conspiracy
to plant Church spies in government agencies, and of breaking
into government offices.

8. FBI Murder Case

Melvin Guyon was found guilty of first degree murder and
sentenced to life imprisonment for the August 9th slaying of
an FBI agent in Cleveland.

9. Salaries of Federal Judges

Judge Herbert L. Will of the Northern District of
Illinois has again filed a class action suit challenging
Congressional pay legislation as violative of the Constitu-
tion, contending that the joint continuing resolution of
October 12, 1979 diminished the compensation of federal judges
during their terms of office. The resolution prohibited the
expenditure of federal funds for salaries of high-ranking
officials, members of Congress, and judges at a level more
than 5.5% above "existing pay," and provided that the 5.5%
increase "if accepted shall be in lieu of the 12.9% due for
such fiscal year."
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. ’ Electrostatic Copy Made
MEMORANDUM FOR THE PRESIDENT for Praservation Purposes
FROM: SECRETARY OF LABOR ?" |
SUBJECT: Major Departmental Activities

October 29 - November 2

Update on 0il Chemical and Atomic Workers
negotiations. Last week I gave you a very general
description of our preparations for this upcoming
‘contract negotiation. You asked for some more detail
and I would like to use this report to provide it.

The OCAW and the major oil companies were the
© first parties to negotiate under last year's pay
o standard. They negotiated a reasonable settlement that
: fell within the pay guideline. However, the agreement
also included a reopener provision after the first year
of the contract. Therefore, the OCAW will be free to
strike on January 8, 1980. '

Several developments over the past year will put
substantial pressure on Robert Goss, the newly elected
President of OCAW. These developments include his very
close election as President, high settlements in other
industries, particularly those with cost-of-living
clauses, 0il industry profits and the addition of new
members to the OCAW Wage Policy Committee, which is the
bargaining arm of the OCAW.

While the oil companies can continue to operate if
- struck .and other essentially non-union companies such as
Exxon will be unaffected, production will still be
affected. 0il company representatives state that in the
event of an industry strike production would be 80 to 90
percent of normal. This potential short-fall in gasoline
production coupled with the public's sensitivity to what
it perceives as a potential impact on heating fuel could
?lncrease publlc and polltlcal concern.
ﬂ“*‘ All of this 1ndlcates that the Government should be
‘well prepared. I have already discussed these negotiations
with Wayne Horvitz and”Fred Kahn. In addition, the White

.House staff was alerted to this potential problem almost a
month ago.



I plan to meet with John Dunlop on Tuesday,
November 6 and will meet with Stu Eizenstat, Charlie
Schultze, Wayne Horvitz, Fred Kahn and Charles Duncan
or John Sawhill on Thursday, November 8. Our two most
important objectives are to develop a clear governmental
structure for the parties to deal with throughout the
negotiations and secondly, to prepare contingency plans
for a potential strike and short-fall in refinery
production.

AFL-CIO Biennial convention (November 15-21). This
event will be one of the most important labor events for
the Administration in the next several months. For the
past several weeks, I have been working with your staff
and the members of the Carter Labor Committee. I think
we will be well organized but I would like to underscore
the importance of your speech to the Convention. I will
send, under separate cover, my recommendations for your
speech.




De‘partvment of Ehergy ‘ i :
Wash‘ington, D.C. 20585 " November 2, 1979

MEMORANDUM FOR: THE PRESIDENT ?;

"FROM: CHARLES W. DUNCAN, IR

* SUBJECT: ] Weekly ‘Activity Repo

October 29 - Novembey 2,

‘}Gasoholi We have issued a rule providing for
K entltiement to producers of alcohol for gasohol.
which should enhance near term production.

Mid-West Governors: Secretary Duncan met with 14
Governors from the mid-west to discuss their energy
concerns. He also visited farms in Illinois and Iowa
to review developments in the use of energy efficient
- farming techniques and progress in small scale and
large scale gasohol production facilities.

" International Situation: In coordination with the SCC
Interagency Task Force, we are developing a series of
domestic initiatives to respond - to a possible oil supply
interruption. : '

" Alaska Gas Pipeline: Deputy Secretary Sawhill met with
Canadian officials to discuss pipeline financing. The
pipeline sponsors, the major gas producers and the State
of Alaska have been briefed on the Exxon financing pro-
posal. Next week we will meet with Governor Hammond of

Alaska,and Mr. McMillian, who represents the pipeline
sponsors.

Elactrestatic Copy Made
for Praseration Purpesas




Kemeny Commission Report: The ECC has-'established a working
group, chaired by Under Secretary of Energy John Deutch

and Frank Press, Director (OSTP), to review and provide
guidance on the Kemeny Commission Report. o

Utility 0il Backout: Final decisions are being made on
the utility oil backout legislation and we hope to have
the legislation drafted within ten days to two weeks.




THE WHITE HOUSE

WASHINGTON
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FROM: ALFRED E. KAHN M tatlc Copy Made
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SUBJECT: Weekly Activities Summary

Wage/Price Program

The Pay Advisory Committee met Monday, and began what will
clearly be a long debate over what kind of standards (if
any) they will support. I do not expect any real action
by them until late November at the earliest. My collec-
tive bargaining experts tell me I must be patient. 1In

the interim, we will administer the current pay program
and make exceptions as necessary.

We published the revised price guidelines on Friday. We
expect little publicity except in the technical press.

I have completed reviewing a list of candidates for the

Price Advisory Committee and will send names to you on
Monday.

Regulatory Reform

On Monday, I appeared in Chicago at the inauguration of
Midway Airlines' expanded commuter service between Chicago's
Midway Airport and three midwestern cities (at fares 25% to
50% below normal coach). I told a festive crowd I was wear-
ing my Carter-Mondale button not to make a political state-
ment but to underscore the historical fact that they have
you to thank for this new evidence of the benefits of regu-
latory reform. I understand we got the lead story on the
local NBC news ahead of Mayor Byrne, who cancelled her

appearance at the last minute to make some vulgar political
pronouncement elsewhere. T ———

——
e e



,We are- worklng on several addltlonal fronts ‘here. My staff

- is: explorlng w1th the Regulatory Counc1l ‘the - p0351b111ty of

w‘l{{;programs for "sunset" treatment.u,;*‘.a

”_SJDurlng the past thre'“weeks, ‘the Counc1

fasklng the~ publlc dlrectly for- nomlnatlons of government

,has flled comments

:*wa1théEPA asklng themato'modlfy thelr ‘water: quallty standards

kehlnto account the:uses " to" ‘which" the water would be

_ d-with! ‘the: Natlonal Comm1551on on .Air- Quallty to
’,suggest;alternatlve ways of 1mplement1ng the ‘€lean  Air. Act's
- program: ‘for -the preventlon of" s1gn1f1cant deterloratlon.
(For other flllngs, see’. "Energy“” below )

‘Communlcatlons

I testlfled at length thlS week before the House Communica-
tions Subcommittee on behalf of our reform proposals. 1In
addition,: my staff has been. formally glven "the as51gnment
of trying to resolve some of the major remaining issues in
thlS area. before coming to you for a final decision.

- Energy -

I have agreed ‘with the ‘members of EPG to- meet privately with
the American Petroleum . Institute to see whether it would be
poss1ble to negotlate some price restralnt, using the threat
of’ stronger. measures if necessary " ‘Meanwhile my staff's

~ analysis of DOE's: reflnery margin data underscores the fact
- that product prices have' indeed gone up much more than the
,1ncreased cost of crude 0il would justlfy; and prov1des part
-of the explanation =- but only part. Forﬁexample, we have a
-notlon ‘abéut what part ‘of the? expan31on:'n reflnery margins
is explalned by the purchase of! hlgherhcost ‘non-crude-oil
feed -stocks;. but we' cannot: tell ‘as’.yet how: ‘much of the-rest
is -accounted for by’ purchases ‘of; reflned products, let alone
to ‘what ‘extent integrated- companles ‘are - shlpplng ‘their
forelgn produced crude o0il to: the1r~ref1ner1es abroad and
then 1mport1ng the" products at uncontrolled prlces.

‘The fourth quarter 1nformatlon we' requested 1mmed1ately is
now .coming -in, and.wewill" be holdlng a:series of meetings
thls ‘week with individual’ companles inisearch of answers to
our? many ‘unresolved: questlons._ I w1ll report to you next
week on. our progress, or lack of: it, to help decide where
“to go from here. :

,l.



‘fIn the past three weeks, the Counc1l has flled .a series of
ggcomments ‘with DOE on: energy matters.. We urged the - FERC to
..deregulate: unconventlonal natural; gas .in. tight- sands: .

.. formations ‘in: hope of e11c1t1ng 1ncreased supplles.;;we
.. also argued ‘that the" ‘Department . should not- give extra’
,fv;entltlements benefits. to Union Oil Company simply because
- -‘they‘were ‘paying hlgh ‘prices on the:spot market. And this

week:we filed:a series:- of comments on the'Coal Conver51on
lProgram (Fuel Use Act). We suggested modlflcatlons ‘to-
reflect” changlng world oil? prlces ‘and.. the other" recent '
,changes in® energy’ pollcy, and . urged that the: ‘program be
re=- evaluated after several. years to. see: whether it Stlll
made sense in a world of decontrolled prlces.
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TO : The President
THRU : Rick Hutcheson, Staff Secretary
FROM : Administrator of Veterans Affairs

VA Presidential Update - Special Item

Cemetery Sites -- We announced Ft. Gillem, Ga., and Ft. Custer, Mich., as
sites selected for 2 new national cemeteries yesterday, and the reaction
was very favorable. FEven proponents of other sites received the news
gracefully largely because I tried hard to touch all the bases during the
selection process and in making the announcement.

Three sites were in contention in the southeast - Ft. Gillem,
Ft. Mitchell, Ala., and Ft. Jackson, S.C. I personally visited each site in
company with concerned Congressmen to let them have their visible day in court.

News of the selections was conveyed in a carefully orchestrated game
plan. I met personally with Rep. Jack Brinkley, a champion of Ft. Mitchell
who was instrumental in getting the House to pass legislation in favor of
Mitchell. Brinkley accepted the Gillem decision in good grace, and
accompanied me in a successful meeting with Rep. William Nichols who
supported Ft. Mitchell. I also conveyed the Gillem selection news in
personal phone calls to Georgia's two Senators, and we were in touch with
Senator Strom Thurmond, an advocate of Ft. Jackson.

There was little opposition to the Ft. Custer site, and we helped
arrange an announcement press conference for Reps. Bob Traxler, Howard E.
Wolpe and Donald J. Albosta and Senator Riegle. The 4 solons were high in
praise of the Administration for its action.

The national veteran organizations we notified were enthused about

having 2 additional cemeteries and the tremendous progress we have made in
expanding the cemetery system.

Ft. Gillem will be the regional cemetery for 8 southeastern states
with a 4.5 million veteran population, and Ft. Custer, near Battle Creek,
Mich., will be the regional cemetery for a 6 state area with a veteran

population of 6 million veterans. Both are expected to be opened in late
1983.

DOD is expected to declare the Ft. Gillem site surplus. Ft. Custer
will be acquired from GSA.
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THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE

1]
WASHINGTON,D.C.20201 Q

November 2, 1979

MEMORANDUM FOR THE PRESIDENT
. Eiectrostatic Cogy Miads

SUBJECT: WEEKLY REPORT OF HEW ACTIVITIES for Prasersation Purpsesss

Aid to Cambodian Refugees in Thailand. In response to the
emergency situation facing the Cambodian people and the
State Department's request for HEW assistance in meeting
their immediate health needs, I took action immediately to
reassign to Thailand four Public Health Service physicians
who are now on assignment in Southeast Asia. I have also
made two public health advisors available to assist on-site \
in Thailand. Both the physicians and the public health y
advisors are working through the International Committee of :

the Red Cross (ICRC) and the United States Embassy in \
Thailand

Also, as part of a World Health Organization- (WHO) {
initiative to assist the Cambodian refugees', a Public i
Health Service physician and a WHO representative are now in i
Thailand to assess the refugees' health and welfare needs,
particularly as these needs relate to the refugees'
temporary placement in Thailand.

I am prepared to respond quickly and positively to further
State Department requests to assign medical and/or public
health personnel to assist during this emergency.

e e

Chicago. Based upon the refusal of the Chicago School Board
to agree to any substantive remedies to the segregated /
conditions of Chicago schools, I referred this case to the '
Justice Department on October 29.

\\

Brooklyn Jewish Hospital. Agreement on the terms of a
demonstration grant between HEW and the State and City of
New York and area hospitals must be reached by November 24
or Brooklyn Jewish Hospital will face another cash flow

crisis. We are working dilligently to secure such an
agreement.
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Welfare Reform. The House yesterday voted 202-181 to
consider the Administration's Welfare Reform bill under a
modified closed rule. Under this rule only one amendment
will be permitted on the House floor. This amendment, which
may be offered by Rep. Jeffords (R. Vt.), would allow
persons over 65 and living alone to receive cash. I
consider this a significant victory for the Administration.

Hospital Cost Containment. The House Rules Committee is
scheduled to consider a rule for HCC on Wednesday, November
7. A modified closed rule is being sought by the House
leadership. At issue is whether the rule should permit a
vote or a motion to recommit the bill or, instead permit a
separate vote on the Broyhill-Gradison substitute
(voluntary-only program). Action on the House floor is
expected the week of November 12.

Low Income Energy Assistance. House and Senate conferees
have begun to meet to resolve differences in their
respective versions of H.R. 4930, the FY 1980 Interior
Appropriations and Related Agencies bill. Included in the
Senate version of this bill is a provision to provide $1.2
billion through the Community Services Administration Energy
Crisis Assistance Program (a six-fold increase) for the
purpose of providing assistance to low-income families this
winter. We have sent a letter to conferees urging quick
action on this matter and recommending that they adopt
instead the structural features of the program proposed by
the Administration.

National Health Plan. The Senate Finance Committee
continues its mark up meetings. They are currently
considering catastrophic coverage. In addition, they will
explore the possibility of fairly minor expansion of
Medicaid coverage, possible block grants to the States, and
the Administration's approach of universal coverage of all
poor below 55 percent of poverty in the Federal Health Care

Plan. % wj/z‘[c A/M

Patricia Roberts Harris
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COUNCIL OF ECONOMIC ADVISERS
WASHINGTON
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MEMORANDUM FOR THE PRESIDENT Elpctrostatic Copy Mads
P for Preserveation Purpcsss

From: Charlie Schultze™

Subject: CEA Weekly Report

Housing

1. Lyle Gramley is now conducting an evaluation, with
other EPG deputies, of the courses of action available to
us to moderate the impact of tight money on housing. As
soon as that evaluation is completed, it will be considered
by the EPG principals, and you will receive recommendations.

2. One of the major factors potentially depressing
housing construction is the existence in many states of
usury laws that set ceilings below current mortgage
interest rates. The Regulation Q bill, which recently
passed the Senate (but on which the House has not acted),
contains an amendment that overrides state usury laws.

If the main bill does not pass in this session, I believe
it would be very desirable to try attaching the override
to some other bill, or to pass it on its own. I will

initiate discussions with Jack Watson, Treasury, HUD and
other interested parties to see what kind of contingency

plans we can develop, and what booby traps, if any, we
have to watch out for.

0il

We are working with Ed Fried, DOE, and other agencies
to develop analyses and arguments for Secretary Miller's
trip to Saudi Arabia, and contingency plans in case of
0il supply cutbacks next year. I have spoken with Henry
Owen about the desirability -- after checking the facts
and doing the relevant analysis -- of a very high-level
approach to our major allies about the apparent scramble
for petroleum stocks, which is bolstering prices of crude
in the spot market and product prices generally, in the
face of what is probably a weakening consumption trend.
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In the United States itself, stocks are being built up
at a very rapid pace. (The latest API-DOE numbers show
an increase in primary stocks over the four weeks ending
October 26 at a 1.4 million barrel a day rate.) ‘

Alternative Economic Policies

As one part of an EPG review of economic policy
choices, CEA is heading up a group to review and update
our earlier analyses of various kinds of tax-based incomes
policies. This includes the evaluation of an Arthur Okun
suggestion that any business-oriented tax cut be available
only to firms who observe the wage and price guidelines.

. Regulatory Reform

I am testifying on Wednesday before the House Judiciary
Committee on your Regulation Reform Bill. The Senate
-committees dealing with this subject have taken a lively
interest in it, and a number of bills have been introduced,
some consistent with and others at odds with the Adminis-
tration's approach. My impression is that in the House
our problem will be to generate interest from a Committee
that has a "ho-hum" attitude.
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MEMORANDUM FOR THE PRESIDENT
FROM: JAMES T. McINTYRE, JR>

SUBJECT: OMB ACTIVITIES REPORT

Regulatory Reform and Paperwork Reduction: We expect
the Senate committees to begin markup this month on
our omnibus Regulation Reform Act. In the House,
Representative Danielson has promised me he will hold
several days of subcommittee hearings in November.

I will give the opening testimony on November 7.

As part of our paperwork reduction efforts, my staff
testified this week on a bill we are now preparing to
endorse. It would centralize all paperwork clearance
authority in OMB, currently scattered among OMB, GAO
and the departments. (The IRS and bank regulatory

authorities are now exempt from any control.) We
will also be scheduling the signing of your Paperwork
Executive Order for the week of November 12. Senators

Culver, Nelson, Chiles and Ribicoff and Representa-

tives Brooks, Horton, Steed and others will be invited
to attend.

Trade Reorganization: 30-day period for amending the
plan expired on October 25. We are expecting the plan
to be approved by the end of this month.

Expiration of Reorganization Authority: As you will

. recall, your Reorganization Authority expires next
[2 April. I believe it would be helpful to extend it, at
p, least through October 1980. If you concur, I will begin
e exploratory discussions on this and other possibilities

with Senator Ribicoff and Representative Brooks.




GSA Furniture Procedures: I have been working with
Admiral Freeman to improve GSA's furniture procurement
practices, and to end the dumping of usable furniture
that was reported in the press. Attached is a copy

of a memorandum I have sent to the agencies to accelerate
this effort to end any abuses.

Attachment



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

NOV 2 1979

MEMORANDUM FOR HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

SUBJECT: Inventory of the Four Commodity Classes of Furniture

Recent events have demonstrated the need to improve the management of
office furniture by Federal agencies. As a result, the Inspectors
General of the Federal agencies have launched an audit of inventory and
management practices of the four furniture commodity classes under the
leadership of the General Services Administration's Inspector General,
Kurt Muellenberg. The inventory required by this review should be
conducted as expeditiously and accurately as possible so that the
General Services Administration can proceed with necessary
procurements. I urge your prompt attention to this matter to ensure
that appropriate priority and emphasis have been placed on early
completion of this inventory.




DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON, D. C. 20250

November 2, 1979 <\=

MEMORANDUM TO THE PRESIDENT

THROUGH Rick Hutcheson Eigctrostatic Sopy Miade
Staff Secretary for Prasemation Pyrpesss

SUBJECT: Weekly Report

FARM PRICES Decline in October. Prices received by farmers declined
about 2 percent from mid-September, as lower prices for cattle, hogs,
soybeans, corn, broilers and calves contributed most to the decline.
Higher prices for oranges, milk, grapefruit and wheat were partially

offsetting. Prices paid by farmers increased nearly 1 percent during
this period.

1980 OUTLOOK CONFERENCE. The Department's Annual Outlook Conference
to assess conditions in 1980 will be held next week. The major topics
of interest will center on the farm income prospects and forecasts of
food price increases. The Department's analysts now foresee a sharp
decline in net income, perhaps as much as 15 to 25 percent from this
year's $32 billion. Gross receipts from crop and livestock commodities
are expected to increase about 2.5 percent. Crop commodity receipts
will be generally higher, while livestock receipts will be lower,

due to lower hog and poultry prices as a result of large production.
The decline in income stems primarily from the rapidly increasin
production costs. Costs are increasing most rapidly for energy-based
inputs--fuels, up 34 percent, fertilizer, up 18 percent--for borrowed
capital, up 15 percent, and for machinery, feed and feeder livestock.
Overall, production expenses will be 10 to 12 percent higher for 1980.

The rate of increase for food prices will be largely determined by
conditions in the general economy and weather. The forecast range

is 7 to 11 percent with the "most likely" now near the low end of

the range. Cost increases in the processing and marketing sectors
(labor, packaging, transportation, profits) will contribute 6 percent
to food price increases. Imported foods and fish will add 1-1/2 per-
cent, and raw farm product prices will add 1/2 percent. Weather

observations and continued higher inflation will add to this
forecasted increase.

WILLTAMS
Acting Secretary
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for Presermvation Purpasss
FROM: Douglas M. Costle

There have been two recent developments concerning pesticides
of which you should be aware:

--During the coming week, the International Chemical Workers
Union is expected to hold a Washington press conference
featuring male chemical-plant workers whose children have
suffered severe birth defects. The union has indicated it
will assert that the workers' exposure to chemicals led
their children to suffer heart damage as embryos, and that
at least three youngsters have died as a result.

Since learning of the situation, EPA and OSHA have been
working to get at the source of the problem. The union has
suggested that the herbicide Oryzalin may be to blame.
Oryzalin, however, has not been associated with health prob-
lems of this kind in the past, so it may be that other products
produced in the plant involved are responsible. In any case,
we will work with the union in establishing the facts of the
matter and in deciding on an appropriate course of action.

--We may be on our way to finding a resolution to the problem
of controlling fire ants, which has been one of the most
controversial pesticide issues EPA has had to deal with. As
you are probably aware, EPA has banned Mirex because it may
cause cancer and has proven lethal to shrimp and crabs as well 5192 (/
as fire ants. That action has stirred a tremendous amount of :
resistance in the South, however. Even now, Dawson Mathis is —_
trying to get Mirex exempted from EPA regulation. <:)/

Now, American Cyanamid has come up with an alternative product
that appears to be effective against fire ants on cropland
where other alternatives to Mirex cannot be practically applied.
In addition, preliminary data suggests the new product is not
harmful to human health or the environment, if used properly.
We have given the company permission to try out the product--
which is mixed with corncob grits to form a bait--on 110,000
acres of cropland in nine southern states. If this year-long
test shows that the product can be used safely, it could put

an end to the long dispute over Mirex.
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SUBJECT: Weekly Report

Response to Kemeny Commission‘Report. The general reaction is that the
Kemeny Commission did an excellent job and that its report is an "indict-
ment'" of the nuclear industry and its regulators, a characterization

with which Kemeny has expressly agreed. Citing the report, Congressman
Udall, Senator Kennedy and Governor Brown have all (with some variation)
called for a temporary halt in the issuance of new NRC construction
permits. One of the Commission's leading recommendations -- the proposal
to reorganize the NRC into the Executive Branch under a single Administra-
tor -- has met with some skepticism on the Hill and in editorials in the
New York Times and Washington Post.

Revised DOE Energy Forecasts. DOE has just reviewed and revised its
NEP-II estimates of U.S. energy needs in the year 2000. Not only is
overall energy demand now estimated to be 10% lower than the estimate
provided a few months ago in the original NEP-II, but the revised
estimates include no reliance on nuclear power in the year 2000 beyond
the amount that would be provided by those plants already operating or
under construction. The DOE revision has 9 quads of nuclear in the year
2000. This is about 150 gigawatts or about 160 actual plants.

Acid Rain Conference. I will be representing the Administration this
weekend at an international conference in Toronto on the acid rain
problem. The acidity of precipitation in the northeastern U.S. and
Canada has been increasing due primarily to the increased emission of
sulfur and nitrogen oxides from fossil fuel combustion on both sides of
the border. There is good evidence that acid rainfall has destroyed the
fishlife in hundreds of sensitive lakes in the U.S. and Canada, and
scientists are concerned that agricultural and forest productivity may
be reduced. The importance of the acid rain issue was recognized in
your Environmental Message of August, which launched a 10-year research
program and included seeking cooperative research efforts with Canada.

The acid rain issue will surely come up in your discussions with Prime
Minister Clark on November 9-10.

—
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Lou Harris Survey - Your PRM of 10/10/78 directed VA to conduct a study of
public attutudes toward Vietnam era veterans. I, in turn, commissioned a
survey by Lou Harris and Associates, Inc. We now have for comment a draft
report on the first part of the Harris findings. The report was gleaned
from a telephone survey of 1,200 representative respondents. More major
field studies will be conducted later by the Harris people.

THRU : Rick Hutcheson, Staff Secretary Aommﬁ
FROM : Administrator of Veterans Affairs r\U\NK
VA Presidential Update

Elan a media back%round briefing on the advance Harris report on Nov. 8
w1t a Nov. 11 actual release date.

I want you to be aware of some of the major findings before we go public.
The survey indicates:

Most Americans now make a marked distinction between the Vietnam war
and the veterans who fought that war. By better than 3 to 1, Americans repudi-
ate the war itself; only 207 still cling to the belief that American involve-
ment was right. By 63-32%, the public agrees 'Vietnam veterans were made
suckers, having to risk their lives in the wrong war in the wrong place at the
wrong time." (Only 49% held this view in a Harris survey made for VA in 1971.)

Although distaste for the war is increasing, most people (74%) report
favorable attitudes toward VEVs. 1In fact, veterans are more favorably per-
ceived than the entire Vietnam generation by 74-627%, and 647 feel VEVs have been
treated worse than veterans of earlier wars - (only 487% held this belief in 1971).

Major problems of VEVs are perceived by the public to be emotional or
mental (56%); unemployment (39%); discrimination because of military service
(26%); alcohol and drug abuse (22%) and alienation from society (17%).

Only in the areas of emotional problems and substance abuse does the
public believe actual combat is mainly responsible. But they also believe
combat enhanced the veterans' ability to cope with tough problems later in life.

For the most part, the public is aware of VA's major programs and regards
them as absolutely essential or quite valuable.

Although only 41% of the public thought VA's performance was excellent
or pretty good, households that included veterans gave VA higher marks, and the
Harris people noted VA's favorable rating was higher than that for the Federal
establishment as a whole.

These advance findings underscore the wisdom of the readjustment counseling
legislation you finally obtained from Congress; provide fertile soil to further
dispel the harsh stereotype portrayal of VEVs, and, most heartening of all,
show the public is separating the warriors from the stain of the war.
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MEMORANDUM TO THE PRESIDENT —

ATTENTION: Rick Hutcheson, Staff Segre Djﬁﬂﬁ//
FROM: Graciela (Grace) Olivare
SUBJECT: Weekly Report of Significant Agency
Activities (October 29 - November 2, 1979)

ENERGY CRISIS ASSISTANCE PROGRAM (ECAP)

CSA has approved 38 State plans for administration of the
ECAP funds. State plans are prepared and submitted by
the Governor. Each State sets forth a plan for
administering funds allocated to that State under the
program. ECAP will provide crisis intervention relief to
the poor and the elderly who face life threatening
situations caused by the high cost of energy. It is
expected that program operators will begin distributing
funds on or about November 15 in States that have
approved plans.

CSA has set aside 10 million dollars to aid Migrant and
Seasonal Farmworkers who can not meet their energy bills
and a second 10 million for Indians. This set aside is
designed to meet the special needs of these groups.

ENERGY PROBLEM INFORMATION

The Community Services Administration distributed advance
copies of a report entitled "Poor and Without Heat --
National Overview of Price and Supply-related Problems
with Home Heating Sources Used by Low Income People".

The report identifies the price and supply problems that
the poor will encounter in obtaining home heating sources
this winter and offers practical solutions to these
problems. The report will soon be made available to
Community leaders and government policymakers. This is
the third companion document provided to local Community
Action Agencies designed to help them organize people and
resources to avert individual and community-wide crises
during the coming winter.
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1. THE DOLLAR AND THE MARKETS ’

. On balance, the dollar was relatively steady this week,
declining slightly against the German mark but

appreciating further against the Japanese yen and
British sterling.

. The Bank of England intervened to moderate
sterling's decline following removal last week of
the remaining U.K. exchange controls.

. The yen continued its decline. An increase of one
percent in the Bank of Japan's discount rate (to
6-1/4 percent) and the continued Japanese

intervention in the market appear to have had
little stabilizing effect.

. At our gold auction yesterday we sold the full 1.25
million ounces offered at an average price of $372.30
per ounce (total yield of $465.4 million). Our
flexible auction techniques have apparently resulted in
a dampening of spe ulative pressures in the gold

market. Se Q“

. Stock prices posted small net gains on balance. Short
term interest rates generally remained unchanged, while
long-term rates edged slightly higher. Treasury will
sell 2-1/2 and 3-1/2 year German mark-denominated notes

(total value of 2.0 billion marks) in West Germany on
November 5 and 6.

2. CHRYSLER

. I will be testifying before the House Banking, Finance
and Urban Affairs Committee on November 7 and before
the Senate Banking, Housing and Urban Affairs Committee
on November 14 on the Administration proposal to

provide $1.5 billion in Federal loan guarantees for
Chrysler.




MEXICAN VEGETABLES

On Monday, October 29, Treasury made a tentative
determination that fresh winter vegetables from Mexico
were not being sold in the U.S. at less than fair
value.

The final determination must be rendered by March 15,
1980, (under the new Trade Act) and will be made by the
Commerce Department if it takes over the import remedy
functions on January 1, 1980.

The Florida growers have indicated their desire to
challenge the determination in the courts. It is
unlikely that the courts will take jurisdiction at this
stage of the case.

WINDFALL PROFITS TAX

The Senate is tentatively scheduled to take up the
windfall profits tax proposal on Tuesday, November 13.
We are preparing a series of briefings for Senate
staffs prior to the beginning of floor action.

Successful Senate action will require a bipartisan
effort. Recent attacks on the Senate Finance Committee
have created some resentment among those Senators who
supported the Administration -- particularly
Republicans.

Because the Administration has recommended some
exemptions and because there is little sentiment to tax
new oil and tertiary, it will be impossible to raise an
amount of revenue on the Senate floor which will equal
the House bill.

MULTILATERAL DEVELOPMENT BANKS

The House-Senate Conference on the FY-80 Foreign Aid
Appropriations Bill considered the restrictive
amendments on Thursday, November 1. The House receded
to the Senate on the restrictive amendments after World
Bank President McNamara sent a letter to Chairman

Clarence Long indicating that the Bank would make no
loans to Vietnam during FY '80.

G. Willliam Miller
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THROUGH: Rick Hutcheson, Staff Secretary

FROM  : Neil Goldschmidt

SUBJECT: Significant Issués for the Week of October 29

ConRail - At the November 1 USRA Board Meeting I successfully presented
the Administration's view that no additional funding should be provided
ConRail in the FY81 budget. Despite a predisposition by virtually all
other Board members to support an additional $300-$400 million and the
-absence of Treasury voting representation because of the pressing
Chrysler issue, the issue was tabled in a.closed session. This is a
significant step in aligning USRA Board actions more closely with
Administration fiscal policy. The eleven-member USRA Board agreed to
defer consideration of additional funding until after receipt of the
fourth quarter ConRail operating results, additional study of transferring

part of ConRail to other lines, and a better sense of the final form of
rail deregulation. '

Milwaukee Railroad - The western half of the Milwaukee Road (Montana,
~ Idaho, Washington) system was shut down by Court order effective 12:01 a.m.,
..~ November 1. By the end of today, Congress 1likely will have passed
7 . legislation to keep the entire Milwaukee running through at least February 15,
1980. We have been able to modify some of the most objectionable provisions.

The Brotherhood of Railway and Airline Clerks notified the Railroad's
. Trustee . of the possibility they may strike following enactment of the
~embargo, but passage of the legislation will probably forestall a strike.

Rock Island - The Reorganization Court has directed the Trustee to
~determine by December 10, 1979, if the railroad has a viable core system
-and is reorganizable or to present a plan for the orderly disposition of
 the railroad's assets. Presently, 90 percent of the Rock Island is operating
" under the directed service carrier and most employees on the payroll prior

- to the recent strike are back to work, handling about 55 percent of the pre-
strike business.

- Rail Regulatory Reform - Senator Cannon has introduced his version of rail
- deregulation Tegislation. I will testify on November 7 before the Senate
- Commerce Committee and will take a generally positive attitude toward the
: Committee's willingness to move on regulatory reform. However, I will cite
specific deficiencies in.the Committee's bill, specifically, inadequate




contract rate provisions and the failure to deal with imbalances in the
division of joint rates that exist between carriers (a joint rate
feature)is essential to reduce the need for government funding of
ConRail).

FY -80 DOT Appropriations - The Senate passed our FY.--80 Appropriations
bill Thursday, paving the way for a conference next'week. The Senate
bi11, excluding loan guarantees, is $175 million - or less than one
percent - above our original request of $19.1 billion. The House bill
is $723 million above our request which represents a four percent
increase. The major differences are lower Senate figures for highway
obligations and the transit program. In the latter “instance, the
Senate, with our support, anticipates a supplemental appropriation for
FY:80 following passage of our energy transportation authorization.

Western Airlines Crash - Federal Aviation Administration officials are

in Mexico City assisting Mexican international authorities in the
investigation of the Western Airline DC-10 crash on Wednesday, October 31.
Preliminary indications are that the crash was the result of human error,
not mechanical malfunction. Under international treaty, Mexican
authorities have primary responsibility for investigating the accident,
but wé will continue to assist them.

Prinair - Puerto Rican International Airlines has demonstrated its ability

to comply with FAA safety requirements and thus are airborne as of October 29.;
with full restoration of commuter air service between Puerto Rico and the
Virgin Islands.
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MEMORANDUM FOR: The President
Attention: Rick Hutcheson, Staff Secretary

Subject: Weekly Report of Major Departmental Activities

Year-End Review Shows Signhificant FY '79 Accomplishments. HUD principal staff

from both central office and the field met this week to review accomplishments
during FY '79 and to compare these against performance goals set at the beginning
of the year. We have been greatly encouraged by the achievement of goals in many
areas. Highlights of our accomplishments include: (1) an all-time record in
assisted housing starts with 175,119 units started into construction in 1979;

(2) reservation of 98 percent of the contract authority for assisted housing and
maintenance of approximately the same number of units reserved as in 1978, despite
inflation; (3) commitment of 98 percent of the funds for the Community Development
Block Grant Small Cities program, as compared to only 25 percent of funds committed
in FY '78; (4) an almost doubling from the previous year of fair housing compliance
reviews completed; and (5) substantive response within seven working days to

85 percent of all consumer complaints received.

Rewarding Good Urban Design. Urban environmental design -- through zoning, tax
policy, social programming, capital projects and other programs -- will be vying
for national attention under a new awards program which I have announced today.
These awards, which will be made next spring, recognize superior physical
development along with the decision making processes and design administration
that must preceed successful development.

HUD Report Reviews Crime In Public Housing Projects. According to a report
released by the Department earlier this week, the quality of 1ife experienced

by public housing residents is reduced more by crime and the fear of crime than
by any other social problem. Noting that crime rates in public housing complexes
are from five to ten times higher than the national average, the report examines
the factors contributing to crime in public housing and the crime reduction
approaches recently undertaken in urban neighborhoods.

Key Vacancies Filled. Victor Marrero, the new Under Secretary-designate of the
Department, participated in a meeting and get acquainted session with HUD

principal staff this week. On Monday, I announced the appointment of Gene Russell,
veteran press officer for the U.S. Conference of Mayors, as Assistant to the

Secretary for Public Affairs.

Moon Landrieu
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By Robert J Samuelson
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