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August 7, 1980 

ADMINISTRATIVELY CONFIDENTIAL 
(with SECRET attachments) 

MEMORANDUM FOR THE PRESIDENT 

FROM: LLOYD N. CUTLER 

SUBJECT: IRANIAN DEMONSTRATIONS 

(}_ 

This memorandum summarizes what happened to your instruc­
tions of last November that demonstrations by Iranian 
students and counter-demonstrations were not to be allowed 
on the White House sidewalk, Lafayette Park, the Capitol 
grounds or other federal property except with your approval 
on a case-by-case basis. 

1. On November 8, 1979, the Attorney General sent you 
the attached memorandum stating that, on your instructions, 
the permits previously granted for two demonstrations in 
Lafayette Park were being revoked, and that the revocation 
would be defended in Court. It also states that the Secretary 
of the Interior was amending his regulations so that permit 
applications for the White House sidewalk and Lafayette Park 
would not be granted automatically but would require the 
express approval of the Secretary. You wrote "good" on the 
margin. 

2. On November 15 the Attorney General sent you a second 
memorandum urging that the situation had now changed and that 
request for further permits to demonstrate in Lafayette 
Park should be granted. You wrote back in the margin: 

"Ben, I strongly prefer that we do our best to 
prevent permits being issued for pro- or anti­
Iranians until hostages are free. Take our case 
to Court if necessary". 

3. On November 16 the ACLU obtained a district court 
injunction against the denial of the first two permits. 
That same afternoon the Court of Appeals reversed and 
upheld your action. The Court's opinion is very short 
and is worth quoting: 

Electrostatic Copy Made 
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11In the unique circumstances of this case, the 
Court is of the view that it should accept the 
representation of the State Department that a 
demonstration at Lafayette Park has an unac­
ceptable potential for danger to the hostages 
now being held in the American Embassy in Tehran. 
The fact that other nearby sites are available 
to appellees is a material consideration in our 
conclusion. This availability has been confirmed 
by the letter of the Government filed with the 
Clerk today ... 

4. On November 26 the Attorney General wrote you a further 
memorandum of which we have been unable to locate a copy in 
your files. His office is now checking to make sure it was 
received. It states in essence that so long as there is no 
change in the situation in Iran we will continue to oppose 
permits for Iranian demonstrations in Lafayette Park and in 
front of the White House. It notes the importance of judging 
each application on a case-by-case basis and recommends that 
from here on out this task can be performed by the Secretary 
of the Interior and the experienced people in the Park Police 
and the Metropolitan Police. 

5. From time to time thereafter particular permit applica­
tions were discussed at the sec. My recollection is that in 
each case the police worked out an agreement with the dem­
onstration leaders which kept them out of Lafayette Park and 
away from the White House sidewalk. 

6. There were practically no permit applications involving 
Iranian groups from February until July. 

7. Beginning in July the Park Police began granting a few 
permits for Iranian demonstrations in Lafayette Park, ap­
parently without the express approval of the Secretary. No 
adverse incidents occurred. No one at the White House was 
consulted or informed. 

,;{_ tJj,rA � 8. The same thing happened when the Park and Metropolitan 

r'A 0, fS 1 J Police granted permits for the two demonstrations on July 

�� � 
27 that resulted in disorderly behavior and the arrest of 
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the 192 students who refused to give their names. It 
also happened for the permit to the hunger strike demon­
strators on the White House sidewalk. 

9. Earlier this week permits were requested for an Iranian 
demonstration in Lafayette Park today and for a Muslim 
anti-Zionist demonstration tomorrow. Interior consulted 
Justice which convened a group from Interior, Justice, State 
and the Metro Police. The group decided to issue the permits. 
No one from the White House was invited to the meetings or 
informed of the result. 

10. After our discussion this morning, I raised the issue 
of the hunger strike permit with Secretary Andrus, Judge 
Renfrew, Warren Christopher, and Deputy Chief Klotz of the 
D.C. Police. In doing so, I learned for the first time of 
permits for the demonstrations today and tomorrow. After 
consulting with Jack Watson, I instructed Secretary Andrus 
and Judge Renfrew that your restrictions remained unchanged 
and that the demonstrators should be told that the permit 
for Lafayette Park was revoked and that they could not enter 
the Park but would have to go to an alternate location. 

11. At that time (noon - when the demonstration began), it 
was anticipated that the marchers would not reach the park 
until 3:00 p.m. However, because Chief Klotz was concerned 
about violence from hecklers along the parade route, he 
arranged with the marchers that they assemble in Lafayette 
Park instead shortly after noon, with an understanding that 
they would leave within 1/2 to one hour. They were already 
in the park by the time Secretary Andrus could reach the 
Park Police. The Park Police confined them to the middle of 
the park and they moved out voluntarily in buses provided by 
the metropolitan police between 3:00 and 4:00 p.m. Before 
that they had been joined by the hunger strikers who abandoned 
their station on the White House sidewalk to be with the 
marchers. As a result the hunger strike permit has now ex­
pired and will not be renewed. 

12. The Lafayette Park demonstration today apparently passed 
without arrests or violence. We have instructed all concerned 
that you wish to review any further cases before permits are 
granted and that you want a report and recommendation early 
tomorrow morning on revoking the permit for the demonstration 
in Lafayette Park tomorrow. 

13. I have not heard any convincing explanation as to why your 
instructions of last November were cons1dered by the agencies 
to have lapsed or why no one at the White House was consulted 
or informed about each recent decision to grant a permit. 

ADMINISTRATIVELY CONFIDENTIAL 
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llhtsl}mgtnn, n. (!1. 20530 

November 8, 1979 

Department of Justice Status f 
Report on Iran-Related Actions ! 

Demonstrations by Iranians �·� 
1. The permit to demonstrate in Lafayette Park issued to 

Iranian students by the Department of Interior has been revoked 
by the Secretary. 

2. The Attorney General has asked Mayor Barry and the 
D.C. Chief of Police to attempt to dissuade Iranian students from 
demonstrating in the District of Columbia. As a second position, 
the Mayor and Chief of Police will try to negotiate an agreement 
for the demonstration by Iranian students to be confined to areas 
away from the White House, Capitol and Pennsylvania Avenue. 
The Mayor and the Chief have pledged to use their best efforts. 

3. In the event persuasion fails, a motion for a 
temporary restraining order is being drafted which would ask 
the court to enjoin demonstrations near the White House, Capitol 
or on Pennsylvania on the theory that any violence arising 
from these demonstrations is very likely to cause immediate, direct. 
harm to the American hostages held in Iran. 

4. A broader request for an injunction which would 
prohibit demonstrations anywhere in the Capital of the United 
States is also being prepared. 

5. A teletype has been sent to all United States 
Attorneys instructing them to ask local officials to give notice 
of all requests for demonstration permits by Iranians, and to 
ask local officials to limit demonstrations as much a� they 
legally can� 

Classified 
Reason for 
Review for 

� 
by the Attorney General 
Classification: Foreign Relations 
Declassification: 11/8/99 
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6. An emergency modification of Department of lnterior 
regulations is being prepared which would prohibit the issuance 
of a permit to Iranian students to demonstrate on property 
under the aegis of the Department of Interior unless approved 
by the Secretary. This emergency regulation would be effective 
for seven days and would suspend the regulation tha� requires 
action by Interior within twenty-four hours. · 

Current Deportation or Departure of Iranians 

There �re 1,037 current deportation proceedings against 
Iranian students in which orders to show cause have been issued 
and the cases are in various steps of the administrative process. 

218 out-of-status Iranians have been deported or were 
granted voluntary departure in the last six months. In the 
period 60,000 Iranians left the United States without the 
Government asking them to leave. 

Prospective Deportation of Iranians 

same 

1. The Immigration and Naturalization Service is prepared 
to conduct an updated survey to identify out-of-status Iranian 
students presently in the United States for immediate institution 
of deportation proceedings under present law. 

2. Memoranda of legal analyses of the authority to 
effect, and drafts of implementing regulations, orders or 
statutes are being prepared for the following: 

a. 

b. 

Summary revocation by Executive Order 
or a statute of all nonimmigrant visas of 
Iranian nationals, or any subset thereof. 

Abbreviation of the procedure required 
to deport out-of-status Iranians under 
the present law, or legislation to accelerate 
this process. 

c. Expulsion or detention of representatives of 
the Iranian Government presently in the 
United States. 

., 

3. The Immigration and Naturalization Service is preparing _, 
an estimate of the time it would take to expel a given number 
of Iranians if the deportation process can be accelerated and 
voluntary departure encouraged by institution of deportation 
proceedings. 

4. Regional Directors of the Immigration and Naturalization 
Service have been instructed to ask local officials to detain 

SECRET -

---�--:-:-:.':"":' ·:::-:-·.-::···- ��-... :��:.::.·:���-���---�--- -_- �-: - - --- · ·-· ·  ------ ----�---�-��:::·:..��::::..:_:_-.::·..=..:.::------�------���-- :_-=...:..:_.:- -----� ·::-�--��::. ;-::·.�:-:.·�- --::.�.- -�;·-:;_·,·:.::--:::7::-;·.-_--- -.;: 

. 
- ·. 

---- - - - - - - - -- - - -- -- --
.-:.-:·:�· .. 

---- _ ... _ 
-·- -----=- ---.:� . --·- - -- - . -.- -- -·· 

- -- - ---- - - ·---�-�--

- . . . - . - . - . -

--- --- ... . - -
- - ____ __ ; ___ .. ....,. --- ---------··· ------.- .-.. 

-
---



,. . 

""""1 

- -: :--"l 

::-5_---J-� - .. - -... 

. .  ._SEC:RET 

3 

arrested Iranian demonstrators until they are question-ed by 
INS officials to determine whether or not they are subject to 
deportation proceedings. 
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Wasqington, B. <!l. 2053D 

November 8, 1979 

MEMORANDUM TO: The President 
� 

FROM: 
. . ---­

Benjamin R. Civ��tti� ·Af /� 
Attorney General'"'".J-- � -

SUBJECT: Iranian Student Demonstrations 

The following is a summary of the central constitutional 
and other legal principles relevant to the current and proposed 
demonstrations by Iranian students in the City of Washington. 
Principally due to the actions taken by the Nixon Administration 
to impede and interfere with anti-war demonstrations, this is 
an area of law as to which there has been a great deal of 
writing both by the Supreme Court and by the federal courts 
in the District of Columbia. The controlling considerations 
can be briefly articulated. 

First, under our Constitution, persons in this country 
legally or illegally - whether aliens, out-of-status students 
or others -- are entitled to the same First Amendment protections 
and rights as citizens. Thus, to whatever extent our Consti­
tution confers rights to engage in marches, demonstrations, or 
speeches, those rights are available to citizens and non-citizens 
alike. Of course, courts will look at the particular circumstances 
in each case, and the identity, nationality, or other attributes 
of the individual demonstrators may in some cases be relevant 
in applying the controlling legal standards. 

Second, as you well know, the First Amendment guarantees 
to all persons the right to "free speech," -- including the 
right to march or demonstrate. That right is not absolute. 
Courts have long recognized the power of the Government to 
regulate the time, place, and manner in which these activities 
are conducted. However, because the City of Washington is the 
seat of Government, and because there is special symbolism 
associated with the Capitol, White House and other federal 
facilities, the courts have recognized a special right to 
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assemble and to engage in speech here. Indeed, as a result 
of the cases that arose out of the Vietnam Veteran, May Day, 
Cambodian Incursion and other demonstrations during the Nixon 
Administration, the law with respect to the use of t�ese 
particular facilities in this city is fully developed. Again, 
as you would expect, it establishes broad First Amendment 
rights to demonstrate here and imposes very strict limitations 
on the ability of the Government to regulate or interfere with 
Washington demonstrations. 

Persons are legally entitled to receive permits to 
demonstrate at the Capitol, White House sidewalk, and Lafayette 
Park unless the Secretary of Interior and other appropriate 
officials determine that those demonstrations will occasion 
a "clear and present danger" to life, property, or order. On 
the basis of an affidavit from the Secretary of State outlining 
the potential harm to hostages, all permits have been denied 
or revoked. Therefore, this student group -- the Moslem 
Student Association -- has now no permission to demonstrate on 
these federal premises. 

No one w.ould question that the enormi t_y of the possible 
consequences in this case would satisfy the "�lear and present 
danger" standard: the "danger" could hardly be more clear. 
But the gravity of the possible injury is only one part of the 
equation. Because of the fundamental and essential nature 
of First Amendment rights in a free society, the cases require 
that there be a convincing showing that these extreme conse­
quences will flow immediately, directly and necessarily from 
the demonstration. It is on this issue that our proof may 
be found lacking. On the basis of law enforcement assessments 
available at this time and those likely to be obtainable, it 

. is difficult to make the case that the danger is indeed 
"present," i.e., that there is evidence of a direct, causal 
link between the proposed demonstrations and tragedy in Tehran. 
We can clearly show that if this demonstration ends in violence, 
there is serious risk of death in Tehran. However, we have 
no evidence or compelling reason to believe that violence 
will occur if the demonstration goes forward. To the contrary, 
the evidence available now suggeststhat these will be peaceful 
vigils and marches. Moreover, the District and Park police 
officials involved have all advised and would testify that 
they have a better opportunity to prevent violence if the 
demonstrators are marching with a permit in prescribed areas 
than if permits are denied and the demonstrators appear at 
random in the city. 
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Third, on the streets and on land other than federal 
property in the District of Columbia, persons have a 
Constitutional right to gather and speak, and no permit is 
required. The students now have a right to gather and walk 
from place-to-place or engage in vigils so long as tHey do not 
obstruct traffic. While it would be procedurally possible for 
the Government to go to court and seek to enjoin even these 
activities, the constitutional standard is extremely high 
for the issuance of such a prior restraint which the courts 
have analogized to a suspension of the First Amendment. The 
Government would have the burden of proving to the Court that 
the First Amendment activity poses a "grave, immediate, and 
irreparable" threat to the lives of our hostages in Tehran. 
As with the "clear and present dange�'test, we have no question 
of our ability to persuade any court that the "harm" here is 
of the highest order, but again we have little basis for 
showing a court that the harm will flow "directly" and 
"immediately" from these student marches. 

Such a Court injunction against all speeches and demonstra­
tions to be issued in advance of the activity carries the 
heaviest burden, and requires the courts to apply standards 
that failed to satisfy the Supreme Court in cases such as the 
Pentagon Papers case where the showing of threat to life a� 
well as the foreign relations of the United States was strong. 
Without evidence of the likelihood of confrontations or 
violence here by the participating demonstrators, it is highly 
unlikely that a court would grant a request for such an 
injunction. We know of no case in which a court has been 
willing to sustain an injunction as broadly applied as this 
one would need be . 

Finally, these cases that have established the legal 
standards for demonstrations here in the District of Columbia 
have also become the vehicles for defining the civil liabilities 
of Federal Government officials. In a series of rather cele­
brated cases in the last few years, it has become established 
that law enforcement officers and their supervisors may be held 
personally accountable in money damages to persons who are 
prevented from exercising their speech rights. In order 
successfully to avoid a judgment of civil liability an official 
like the Secretary of Interior must be able to show that he had 
no basis for knowing that his action was outside the law. Stated 
differently, if an official "ought to know" that he is acting 
beyond the authority that the laws and the Constitution and 
the cases provide, he may be s�bjected to liability. Neither 
the fact that he is acting with the best of motives, nor that 
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he is carrying out an explicit direction from the President 
or anyone else, will shield him from possible personal 
liability. Each of the actions described above -- revoking 
permits, barring demonstrations, etc. -- carries wit� it this 
prospect, and each action must be assessed in light df the 
reasonableness of its legal basis. ! 

In the final analysis the most difficult of the legal 
questions will be resolved not by the court in ruling on an 
injunction or on a civil suit against our officials. The 
most difficult questions are ultimately yours to make before 
any court actions are initiated. Because of your duty to 
take care that the laws be faithfully executed, and because 
of mine to aid you in that constitutional function, we have to 
decide whether the law empowers or forbids Government action. 
Of course, that judgment will not be made in a vacuum or on the 
basis of hypothetical circumstances. We have endeavored to 
assure ourselves that we have as much information as possible 
and that we have carefully considered the legal alternatives. 
Prepared in that fashion we should be in a position to make 
the difficult judgments should that be required . 
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MEMORANDUM TO: 

FRO.H: 

SUBJECT: 

The President 
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/�-4-
e�z./ 

Benjamin R. Civ�� 
J Attorney Genera� 

Iranian Student Demonstrations 
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On November 8, 1979, I sent you a brief memorandum out­

lining the constitutional standards that govern the Government 
in granting or denying permission to Iranian students and 
others to march and demonstrate in Washington, D.C. In essence, 
it set forth the very strong constitutional right to demonstrate 
under the First Amendment. Within the perimeters of that 
memorandum and with factual basis, we have advised the Department 
of Interior that we will defend their denial of two permits for 
Lafayette Park. 

In anticipation of such a defense, we have investigated 
carefully the available factual representations in order to 
prove them in court. The factual basis for claiming and 
exercising a right to deny permits was the representation of 
the Secretary of State that any violent altercation in a 
demonstration, subjecting Iranians to injury by counter­
protestors or arrest by police, would result in grave risk of 
death or physical harm to the American hostages in Tehran. 
Without any experience of a demonstration in this crisis, the 
police represented some uncertainty of preventing the result 
found by Secretary Vance to pose the grave risk. Lafayette 
Park's proximity to the White House, the symbol of the Federal 
government, was believed to affect both the risk of altercation 
and the threat of harm in Tehran. 

The facts and circ��stances have changed. 

There is no doubt that the lives of Americans remain in 
jeopardy in Tehran. There is no doubt that significant 
violence to or arrests of Iranian students in Washington would 
pose a very grave threat of harm to the American hostages. 
But there is no sustainable legal basis on which to distinguish 
between violence to or arrests of Iranians at one location 
(Lafayette Park) or another in Washington. More importantly, 
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there is no reasonable basis on which to assert that a 
demonstration in this city at Lafayette Park or another lo­
cation would result in injury to or arrest of Iranians. The 
Park Police and the local District of Columbia police have 
demonstrated, again, in this crisis that they can control and 
protect those who wish to exercise their right to march or 
demonstrate. Moreover, they state very strongly that they can 
and will protect demonstrators (Iranians or not) from violence. 
They will not testify that there is a serious prospect of harm 
to Iranian demonstrators that the Secretary of State fears 
will trigger a response in Iran. 

Even our prior position and present view are undercut by 
incidents around the country involving Iranians, in some 
instances controlled well by state and local authorities and 
in a very few resulting in Iranian student arrests without the 
provable adverse result to the American hostages. 

We have now a notice for Tuesday, November 20, 1979, of 
a demonstration by an American organization called the Students 
in Opposition to Violence. The demonstration is to begin at 
Lafayette Park, and the demonstrators plan to march through 
Dupont Circle and finish at the Iranian Embassy on Massachusetts 
Avenue. While the leadership is American and the demonstration 
will likely be composed primarily of American citizens demon­
strating against the captors in Iran and urging tolerance of 
Iranian students in this country, the group will include some 
Iranian students. We anticipate that there will be other permit 
requests for Lafayette Park and requests for marches and 
assemblies from time to time on non-permit properties. 

On the basis of the facts available to us today and likely 
facts available to us over the next several days, it is my firm 
opinion that we cannot legally deny the right to persons, 
Iranian or American, who do not have some provable record of 
violence themselves, to demonstrate on federal properties in 
Washington in support of or in opposition to United States policy 
in Iran. 

We will cont�nue to do everything possible to try to 
develop facts relevant to these issues and closely monitor and 
scrutinize all requests for permits in Washington to assure 
that there will be no violence or altercations which will endanger· 
the American hostages. If the facts indicate the demonstrators 
will commit violence, we will try to severely limit or restrict 
their opportunity to do so. If the facts indicate peaceful 
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demonstrators may be subject to violence, we can even call 
on extraordinary steps to assist the municipal and Park Police 
if they have any doubt with regard to the safety of the 
demonstrators. 

cc: Secretary of State 
Couns el to the President 
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SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

Augus t  8, 1980 

Iranian/ INS Situation 

Electrostatic Copy Made 

for Presevvstron Purposes 

• 

Although I have not been involved in this matter, I was struck 
by the profound concern you had over the release of the Iranians 
and the potential threat of a strike by INS officials in New 
York. 

I received a call from Ken Blaylock, President of the American 
Federation of Government Employees , and a person whom I think 
is very trustworthy . 

He stated t�at members of the Union who have worked on this 
matter with the INS state that, contrary to the press statements 
saying that this matter was handled properly, this in fact was not 
the case. He said that 58 of the people were found to be 
illegally in the country to begin with. He also stated that 
the persons arrested had no I-94 forms or passports on them 
and that this itself was grounds for deportation. He further 
stated that some 81 had been processed by INS when "word came 
from the topn to forget about the processing because these people 
were going to be released anyway. 

His INS people are convinced that the Department of Justice called 
the s hots and that when you asked for the Justice Department to 
review this situation they were, in ef fect , investigating themsel ves . 

He stated that he believes (as do I) that the handling of the 
situation is a very explosive matter in this country given the 
emotions. He stated that all of the facts he mentioned will have 
to be brought out to protect his own INS people since they are 
being blamed for having mishandled the case . He stated he does 
not know who c alled the shots in this decision but that it was 
critical from your standpoint to get to the bottom of it. 

Gene Eidenberg is out of town and I have been unable to reach 
him on this. I did want you to get the benefit of Mr. Blayl ock ' s 
vi ews. 

cc: Jack Watson 
Gene Eidenberg 
Landon Butler 
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THE WHITE HOUSE 

WASHINGTON 

August 8, 1980 

MEMORANDUM FOR THE PRESIDENT 

FROM: STU EIZENSTAT� 
SUBJECT : Iranian/INS Situation 

• 

Although I have not been involved in this matter , I was struck 
by the profound concern you had over the release of the Iranians 
and the potential threat of a strike by INS official s in New 
York. 

I received a call from Ken Blaylock, President of the American 
Federation of Government Employees, and a person whom I think 
is very trustworthy. 

He stated that members of the Union who have worked on this 
matter with the INS state that, contrary · to the pr ess statements 
saying that this matter was handled properlYi this in fact was not 
the case. He said that 58 of the people were found to be 
illegally in the country to begin with. He also stated that 
the persons arrested had no I-94 forms or passports on them 
and that this itself was grounds for deportation. He further 
stated that some 81 had been processed by INS when "word came 
from the topn to forget about the processing because these people 
were going to be released anyway . 

His INS people are convinced that the Department of Justice called 
the s hots and that when you asked for the Justice Department to 
review this situation they were, in effect, investigating themselves. 
He stated that he believes (as do I) that the handling of the 
�i tuation is a very explosive matter in th i �  country given the 
emotions. He stated that all of the facts he mentioned will have 
to be brought out to protect his own INS people since they are 
being blamed for having mishandled the case. He stated he does 
not know who called the shots in this decision but that it was 
critical f rom your standpoint to get to the bottom of it. 

Gene Eidenberg is out of town and I have been unabl e to reach 
him on this. I did want you to get the benefit of Mr. Blaylock's 
views. 

cc: Jack Watson 
Gene Eidenberg 
Landon Butler 



To 

From 

THE WHITE HOUSE 

WASHINGTON 

8/9/80 

Phil Wise 

Sus�gh 

Please deliver to the 
President as soon as possible. 
Also, he should know that 
this was delivered to me 
this morning. 



THE WHITE HOUSE 

WASHINGTON 

August 8, 1980 

MEMORANDUM FOR THE . PRES I DENT 

FROM: . STU. �IZENSTATsti 

SUBJECT: .�ranian/INS Situation 

.. 

Although T ·.have not been involved .. in this< matter,. I was struck 
by the profound: concern you had over the release of the Iranians 
and the potential threat ·of a strike·· by INS. officials in New 
York. 

I received a call from Ken Blaylock, President of the American 
Federation of Government Employees, and a person whom I think 
is very trustworthy. 

He stated that members of the Union who have worked on this 
matter with the INS state that, contrary.to the press statements 
saying that this matter was handled·properly, this-in fact was not 
the case. He said that 58 of the people were fou,nd to be 
illegally in the country to begin-with.> He_also stated that 
the persons arrested had no, I.,..94forms-or passports on them 
and thaf this itself was grourid� for deportatiori� He further 
stated that some 81 had been processed by iNS when "word came 
from the top" to forget about the processing because these people 
were going to be released anyway. 

His INS people are convinced that the Department of Justice called 
the shots and that when you asked for the Justice Department to 
review this situation they were, in effect, investigating themselves. 
He stated that he believes (as do I)· .that the handling of the 
situation is a ve�y explo�ive matter in this country given the 
emotions. He stated that all of the· facts he mentioned will have 

· ·to · be ·brought. out ·. tq protect his own . INS people since they are 
being.blamed for having mishandle� the case. He stated he does 

, riot .know who called . the . shots in· this�- decision but that it was 
. critical from yo'ur standpoint to get to the bottom of it. 

Gene Eidenberg is out of town and !.have been unable to reach 
·him on this. L:i.did want-. you· to get the benefit of Mr. Blaylock's 

views. 

cc: Jack Watson 
Geme EidenJ;>erg 
Landon Butler· 
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ADMINISTRATIVELY CONFIDENTIAL - NOT FOR CIRCULATION 

THE WHITE HOUSE 

WASHINGTON 

August 8, 1980 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

STU EIZENSTAT� 
Status of Voluntary Import Restraints by 
the Japanese 

Attached is a cable from Ambassador Mansfield in Tokyo which 
indicates the Japanese are not interested in a voluntary 
restraint program and presumably disavowing the information 
we received from two sources here. The cable indicates that 
"MITI at the present time has no thought�or plan of imposing 
through legal means voluntary restraints of automobile exports 
to U.S." 

Although the cable seems to leave the door open, saying that 
"the Japanese government had not made any decision whether or 
not to engage in voluntary restrictions" it would be my recom­
mendation that we not pursue the matter further or we will 
have to get into the type of negotiations which I believe none 
of your advisers would recommend. 

- Electrostatic Copy Made 

for Preservation Purposes 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

August 9, 1980 

HEMORNADUM FOR: THE PRESIDENT 

Electrosta�tlc Copy Msde 

for l?resewstlon Purpo�es 

FROM: JIM MciNTYRE, JR� 
SUBJECT: Budget Effects of Republican Tax Program 

In your Urban League speech referring to Republican tax proposals, 
you said: "If moderate increases are made in the Defense budget, 
if the Social Security program is just protected and not improved, 
and the budget is balanced, every other agency and department and 
program in the Federal Government would have to be eliminated 100 

percent." 

I have reviewed the budget assumptions needed to make such a state­
ment and would recommend that you say the following instead: (This 
language is now in the draft of the economic section of your 
acceptance speech.) "On top of this gigantic cut, the new Republi­
can leaders promise to protect retirement and health programs, make 
massive increases in Defense spending and balance the budget. If· 
they actually tried to put this Republican program into effect, 
the entire rest of the government would have to be abolished." 

You should note that it is implicit in this statement that the 
government would continue to pay interest owed on the national 
debt. With respect to defense, this statement assumes that Reagan 
would increase real defense spending 5% per year faster than in 
your five-year defense plan. Retirement programs include Social 
Security, railroad retirement, and Federal military and civilian 
retirement. Health programs include Medicare and Medicaid benefits. 

We will have the detailed analysis you requested ready immediately 
after the convention. 

' ) 
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FEDERAL EMERGENCY MANAGEMENT AGENCY 

W<�shington D.C. 204 72 

August 9, 1980 
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IE§ect�rostatlc Copy Made 
fell' IP!l'taSeiRtmti:@fl1 PM�OO� 

MEMORANDUM FOR: Eugene Eidenberg 
Secretary to the Cabinet 

FROM: 

and Assistant to the President 
for Intergovernmental Affairs 

SUBJECT: 

John w. Macy, Jr., Director � 
Executive Summary

, 
�#1 - HurrUane Allen 

Preparations have been underway in anticipation of Hurricane 
Allen making a landfall along the south coast of Texas. 
Beginning August 5, 1980, and continuin g through the present, 
FEMA Regions IV and VI have taken the following preparatory 
measures, for a potential disaster situation: 

o FEMA Regions have made contact with the States of 
Texas (R-VI), Louisiana {R-VI), Mississippi (R-IV), 
Alabama (R-IV) and Florida (R-IV) all of which 
could still be affected by this Hurricane. 
Communication has been established, information 
exchanged, and potential problems d iscussed. 

o Immediate and continuing contact with the National 
Hurricane Center, Miami, and the Nation al Weather 
Service is being maintained by the FEMA DR&R Operations 
Center and respective Regions. 

o Contact of FEMA reserve staff members to determine 
their availability is in process in the National 
and Regional Offices. 

o Preliminary contact has been made with the General 
Service Ad ministration for logistical and other 
support; (1) R-IV re po rts a meeting held with GSA 
on August 7, (2) R-VI reports that the Fifth Army 
and GSA have been requested to provide liaison 
officers to FEMA Region VI. 

o Both FEMA Regions IV and VI are reviewing and pre­
paring all materials and supplies for possi ble field 
operations . 
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o FEMA DR&R Operations Center has staffed u p  for 
sustained operations and Region VI has activated the 
Federal Regional Council Disaster Information Center 
(FRC DIC) (FTS phone 749-9231) as· of 10:30 a.m. on 

August 7, 1980. 

o FEMA Region VI reported that a meeting was held 
yesterday with Volunteer and Federal agencies to 
discuss plans for responding to the disaster situation. 

o The FEMA DR&R Operations Center has alerted the 
Department of Defense of the potential for military 
support and principally for special communications 
equipment and capabilities. 

o The National DR&R Individual Assistance Office has 
identified the personnel and resource requirements 
for a mobile home delivery operation. 

o Personnel who have received training in the Combined 
Verification and Application Program have been placed 
on standby. 

o Late this morning the Red Cross reported that 194 
shelters had been opened in south Texas and between 
65,000 and 70,000 individuals are being sheltered. 
They expect this number to increase later today. 

o Region VI reports that between 150,000 and 200,000 
i ndiv iduals have evacuated the south coastal areas 
of Texas. Indi cations are tha.t some are moving 
i nland as far as Dallas. 

o For the purpose of assuring prompt damage assessments, 
Region VI has Federal personnel, with appropriate 
transportation, standing by in San Antonio and Austin, 
Texas. Lia ison has been established with counterpart 
State personnel. 

I was briefed by Dr. Neil Frank, Director, National Hurricane 
Center at 11:00 a.m. today - Dr. Frank reiterated that 
Allen is a •very, very severe" hurricane.. During the last 
two hours the hurricane had slowed in its forward movement 
from 15-18 mph to 10-12 mph. This will probably cause 
strengthening of the winds to 170 mph with gusts to 185. 
He ind i cated that 'the eye was "wobbling" and would probably 
make a landfall i n  the vicinity of Brownsville, Texas by 
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sunset this evening. This hurricane is pack ing a great deal 
of moisture and there will be heavy rainfall (possibly up to 
15 inches) along the Texas coast and in the Rio Grande River 
Valley. Also , some tornadoes are being spawned from the 
hurricane with only minor damage reported at this time . 

However, a FEMA employee in Corpus Christi reports a Red 
Cross estimate that perhaps as many as 50,000 people in the 
Bro��sville area who should d o  so, had not evacuated their 
homes by mid-morning. Evacuation efforts continue. 

We are advised that rescue ef forts for a tanker off Corpus 
Christi have been abandoned because of high seas. 
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THC CHAIRMAN OF" iHE 
COUNCIL OF" ECONOMIC ADVISERS 

WASHINGTON. 

August 11, 1980 

EYES ONLY 

MEf'.10RANDUM FOR THF. PRESIDENT 

From: Charlie Schultze��� 

��ti;i��Jost��Hc Copy M�da 
fou PreservatBon Purposes 

Subject: Retail Sales in July {to be released at 
2:30 p.m. I r-1onday, August 11) 

Retail sales rose by a healthy 2 percent in July , after an 
upward revised 1.4 percent gain in June. A large part of the 
July increase was in autos ( up 8 perdent). Other retail sales 
rose 0 .75 percent, which is probably more than the July increase 
in retail prices. 

· 

/ 

For two months now retail sales, out side of autos, have 
increased sliohtly faster than inflation. The deqline io consumer 
spending seems to have halted, and auto sales have moderately 
improved. No major u psurge in consumer spending is likely, however. 



THE WHITE HOUSE 

WASHINGTON 

8/11/80 

cc to Lynn Daft. 

Lynn Daft notified by phone 
8/10/80 by Suzanne Brooke. 

Stu Eizenstat notified (NY) 

8/11/80 via Marion Bartle. 

-- Suzanne Brooke 

(president's out-box 8/10/80) 

(CD) 
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E§ectb"OSt§llt!c Copy Msde 

MEI-10RANDUM FOR: 

FROM: 

SUBJECT: 

THE PRESIDENT 
for P�e9e5"¥��'i:Jt�f1 ��!J'�t')ma_� 

STU EIZEN�rtT � 
LYNN DAFT � 
Processinq the Antic i�ated Ma�or 
Disaster Declaration or Hurr1cane 
Allen 

It is now expected that H urricane Allen will hit the vicinity 
of Brownsville, Texas around sunset tonight. It is an 
extremely severe storm with winds of 170 mph. Widespread 
devastation can be expec ted to result. 

Federal preparatory measures are described in the attached 
memorandum. John Macy is flying to Texas this afternoon. 
Also, we are planning to issue a brief White House press 
release later today des cribing the preparatory measures that 
have been taken. 

Governor Clements is likely to request a major disaster 
_ .dec.laration la te today or early tomorrow . . .  _ w.e_h.e�ieve. __ tbat 

it will be importa nt to process this request as expeditiously 
as possible . FE�� pers onnel are on site and prepared to 
confirm the severity of d amage as soon as the Governor makes 
his request. We have asked that this information, together 
with the Governor's request, be conveyed verbally to Lynn as 
soon as it is received. Then, with your approval, Lynn will 
contact you by telephone to request your approval of the 
request. 

DECISION 

Approve 

Disapprove 
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WASHINGTON 
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THE WHITE HOUSE 

WASHINGTON 
Aug. 11, 1980 

Mr. President: 

Sen. Russell Long called you late yesterday to ask 

you to contact the Justice Dept on his behalf concerning 

a desegregation case in Alexandria, La. Moore had alerted 

me the call was coming and Mr. Cutler was determining the 

facts in the case. Mr. Cutler called last night after he 

had talked with Judge Renfrew who is handling the case. 

Since 1970 there has been an attempt to desegregate a high 

school in Alexandria. In 1974 litigation began to move 

intergration to the 3rd grade level by this year. Sen. 

Long now wants that delayed by one year. Judge Renfrew said 

if Justice agrees he would go along. Sen. Long met with Drew 

last week but made no counter-proposal other than requesting 

a one year delay. 

Moore and Cutler recommend you return Long's call and 

let him know that you understand he is talking directly with 

Justice and that this case is nothing you can interfere in. 

Phil 
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THE WHITE HOUSE 

WASHINGTON 

August 7, 1980 

Hr. President: 

You may have missed this article 
from the business section of Monday's 
New York Times. It reports that 
foreigners take favorable view of 
US economic policies and prospects. 
You might refer to these foreign 
views of your Administration's 
policies, and the resulting strengthen­
ing of the dollar, when you are dis­
cussing your record. 

Attachment 

let:> 
Henry Owen 

IE§sctroststlc Ccpy Msde 
foB' Pri/Jlsero�tlon Pt.i!vpose9 

-; . 
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.. THE NEW YORK TIMES -- Monday, August 4, 1980 

!E�®ctrostarll:Bc Copy Msde 
for Preservstlon Purpo!.M8 
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THE WHITE HOUSE 

WASHINGTON 

8/11/80 

President's out-box. 
,;o . .  

cc John White attached. 

Jim Mcintyre notified 
in NY via Marion. 

-- Suzanne Brooke 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

j:l lie WASHINGTON, D.C. 20503 

at/t;/� /� 
?()�;fij /a:/ 

August 7, 1980 

HE MORANDUH FOR THE PRESIDEN� //Nv'f � .r�/. �- � tfc0� 
FROM: JIM MciNTYRE r 1/ ��/k-
SUBJECT: Update on Selective Service Registration � 
A s  you know, we have maintained that the Selective Service 
System cannot issue a final and official count of actual 
registrants for at least 90 days after the registration 
period has ended. 

However, due to the intense press speculation about 
participation rates, the Selective Service has decided to 
develop a preliminary, aggregate number as soon as possible. 
This n umber will be derived from the Post Office registration 
reports sent by mail to the Selective Service. While these 
reports were originally intended to serve only as an audit 
check on the forms sent to keypunch centers, they can be 
used to provide a preliminary count, well in advance of 
the 90 days needed for a final count. 

Since many of these reports have not yet been received by 
the Selective Service, we cannot predict precisely when this 
count will be available, but we expect it to take two to 
three weeks. 

This change in plans was announced to the press today by the 
Selective Service. We are keeping Jody informed of these 
developments, and will keep you aware of our progress. 

cc: Jody Powell 

EGectroct�tlc Copy Msaile 

for Prese;vat:on I?UfPO� 



Uniting against Inflation 
Arthur M. Okun 

R
STORING THE VITALITY and stability of the 
American economy is one of the great challenges 
of the new decade. It is a test of the intelligence, 

competence, and unity of the nation. Our ability to pass 
that test will determine the quality of life for our chil­
dren and our nation's standing in world affairs. 

To begin making progress, we must face up to our 
lack of progress in the seventies. The economic record 
of the past decade is the second worst of the century­
inferior to all but the horrible 1930s. During this past 
decade, the dollar lost half of its purchasing power, and 
our productivity grew at less than half the rate estab­
lished in previous decades. Our trade imbalances were 
the worst in our history as a result of our dependence on 
foreign oil. Our growth was not only slow but erratic, 
with recurrent setbacks from recession. And our dis­
appointments intensify even to the present day: double 
digit inflation, actual declines in productivity, and a fall­
ing level of real after-tax income are the story of 1979· 

The frustrations of the American people represent no 
failure of the spirit but rather a recognition of grim 
reality. Of course Americans are dissatisfied with the 
performance of the economy and with the management 
of economic policy. If they were satisfied, it would repre­
sent a worrisome flight from reality. Their dissatisfac­
tion is the basis for acti�n to improve our record. 

We can do better and we have done better throughout 
most of our history. The strong performance of our 
economy has been our greatest social program, creating 
opportunities for the disadvantaged to climb the ladders 
of success, for the immigrants to educate their children, 
for the middle class to gain the security of home owner­
ship and pensions, for the government to obtain the 
funds for fruitful initiatives ranging from human com­
passion to national defense. 

But when the economy goes wrong, nothing goes 
right. Its malfunctioning robs us of our self-confidence. 

It creates distrust. People feel squeezed and cheated and 
hunt for the villains and oppressors. So when we most 
need productive partnerships to solve our problems, we 
are confronted with disunity. The consumer and the pro­
ducer both feel squeezed, and understandably but 
wrongly blame each other. The purveyors of single issue 
politics drown out the public interest. And the disunity 
extends into the government. A President and a Con­
gress with a heavy majority from the President's own 
party show unusual frictions that impede legislation. 
Cabinet officers and senior members of the White House 
staff blame each other for their difficulties. 

The people get no reasonable explanation of the na­
ture of their problems. As many Americans thought as 
they stood in gas lines last summer, "I could take it a lot 
better if I understood why we have a gasoline shortage." 
But the facts and figures were not available and in their 
absence suspicion and cynicism abounded. 

INSIDE 

4 I A Sampling of Okunisms 

6 I Agenda for the 198os 

:11 I Gasohol: Boon or Blunder? 
FRED H. SANDERSON 

:i3 I Taxing Expenditure Instead of Income 

14 I Can India Feed Its People? 

14 I Nuclear Arms in tlte Third World 

15 I What's New at Brookings? 

16 I Reprints 
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THE WHITE HOUSE 

WASHINGTON 

8/11/80 

Lloyd Cutler 
cc to Michael Cardoza 

(President's out-box) 

-- Suzanne Brooke 



THE WHITE HOUSE 
WASHINGTON 

August 8, 1980 

MEMORANDU.r-1 FOR THE PRESIDENT 

FROM: 
;·"'-._// " . \ ... 

LLOYD N. CUTLER ,--�=---")_ .. / (---:. .. �· '>j • .  ·---�·· 
SUBJECT: Judicial Appointments 

The attached story about an American Bar resolution 
is worth using the next time you talk about judicial 
appointments. 

It squarely condemns the Republican platform provision 
about the political and ideological beliefs o� judicial 
nominees. 

cc: Jack Watson 
Hamilton Jordan 
Gordon Stewart 
Rick Hertzberg 

EfsctroststBc Ccpy Msde 
for Pres®roat!�n P&1rpo&M 

attachment: The New York Times article 
August 8-;-1980 
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THE NEW Y()RK_TIMES, FRIDAY,· AUGUST 8, 1980 

' . .. - . ' 

-:,·Bar Panel Oppos� G. O.P. 's Plank 
,:For Judges �Who Support Abortion 

ByL�AGREENHOUSE 
. Special to Tbe NP! York Times 

. , HONOLULU, Aug. 7 ..... The American tri�ered some debate but alsci passed on 
Bar Association yesterday sharply criti� a vo1ce vote. : · · 
cized the Republican Party's platform �e.m�ure w�s sponso� �y the as­
provision on the selection of judges, offi- �1at1on s Committee on Jud�cial Sel�­
ctally calling on Ronald Reagan, the Re- t1�, Tenure and Co�pensatlon, wh1ch 
publican Presidential nominee, to disa- sa1d in an acco�panymg r�port that "all 

. vow the platform's requirement that only but a vez:y few of the 264 Judges named 
· persons who· oppose abortion be consid- by President Carter had been Demo-

ered for judgeships. . . . crats. The �sol�tion �Is on �e Presi-
- Concluding the bar association's an- dent to r;VIse .his ment �e!ectJOn.�ro�e­
. nual conVention here . the policy-making dures to • proVIde that pohtical.affJllatiOn 

.House of Delegates' voted overwhelm- shall not be a c.onsideration in. evaluating 
ingly to put the organization on record as p� no�mees !fr appomtment as 
opposed to the selection of judges "on the district court JUdges. 
basis of particular political or ideological Albert E. Je�er.Jr., a fo�er member 
philosophies that may or may not be of the bar association committee that re­
held" by the judicial c;:andidates. _ ':'iews judicial nominations, argu�. "It is 

The Republican platform calls for the JUSt out of hum� reason t? t� the 
"appointment of judges at all levels of the Pres� dent v.:ould 81';'� no cons1derat1on to 
judiciary who respect traditional family political affiliation. He urged an amend­
values •· and the ·sanctity· of innocent men� to � politics as a .  "controlling". 
human life." In the context of the abor- consideration but to perm1t party rnem­
tion debate, that language signifies oppo- bership to be given some lesser �eight. 
sition to abOrtion. · . · · . But Herbert Anderson, speaking for the 

The resolution adopted here declared sponsoring com��tte_e, �id: ','The �ue�­
that the.association"reaffirms its com- tion should .be 1s 1t nght? or IS 1t 
mitment to the appOintment to the judici- proper?' �d not whether it is politically 

. ary of judges qualified on the basis of realistic. 
merit and renounces any appointment Curb on Homosexuals 
process repugnant to that concept." 

. An effort to put the association on 
S�dards Called 'Improper' record in support of pending legislation to 

end discrimination against homosexuals. ·Jerome E� Bogutz of the Phil!ldelphia who want to visit or move to the United: 
Bar Association, . which sponSored the States failed after one delegate, Joe 

· resolution, told the delegates that theRe- Stamper of Oklahoma, delivered a fiery ·. publican platform "runs counter to any speech in which he said that "homosex­
sound commitment to merit selection and uality is destructive of the family 8lld imposes improper and arbitrary stand- harmful to our nation." · 
ards on the judicial selection process." "Moral principals are immutable," , . "Imposing ideological or political Mr. Stamper said. "Moses brought them ·standards on the selection process," Mr. down to our civilization graven in stone." Bogutz continued, "is Contrary to every- The proposed amendments to the 
thing that the organized bar has done to McCarran-Walter Immigration and Na­build and strerigthen a qualified, free and tionality Act are supported by the De­
ind�dent judiciary.'' partment of Justice. The defeated resolu-

B�th Leonard-S. Janofsky, the bar as- t!on,was �traduced �Y. the� associa­
sociation's outgOing president, and Wil- t1on s Section of IndiVIdual Rights and 
liam Reece Smith Jr who assumed the Responsibilities. . . . 

· presidency last night expressed the Another, of that section's proposals was · 
,. same views separately this week more successful. The d�leg�t� �ted to 

No e f th 380 d 1 · k · 
· ins urge Congress to. bar discnmmauon on n . o e e egates. spo e aga . t the basis of sex in places of public accom-the resolution, and it earned on a vo1ce modations such as hotels and restau-,; vote. _ · . rants. The Civil Rights Act of 1964 now A .separate resolution to �r political bars discrimination in such facilities on .· affihation as a consideration m appoint- the basis of race and religion but does not ing Unit� States District Court judges mention sex. · 

f ,. 
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THE WHITE HOUSE 

WASHINGTON 

August 8, 1980 

MEMORANDUM FOR THE PRESIDENT 

FROM JACK WATSOt!f� 
AL MCDONAL 

SUBJECT: Senior Sta f in White House during Convention Week 

In line with your instruction that a top person should be in 
the White House at all times, here are the ones who will be 
available here next week. 

Monday: Charles Schultze, Bo Cutter, Ray Jenkins 
Tuesdax:: John White, Ray Jenkins 
Wednesda::t:: John White, Charles Schultze, Rex Granum 
Thursda::t:: John White, Charles Schultze, Rex Granum. 
Friday: John White, Charles Schultze, Lloyd Cutler, 

Rex Granum 

In addition, Zbig Brzezinski will be in the White House 
through Wednesday and will be in New York with you on Thursday 
and Friday. Henry Owen will be in the White House all week in 
constant communication with Zbig when he is in New York. 

John White will act as the senior point of continuity for 
the week. Al will be coordinating regular business in New 
York each morning with the other Senior Staffers, Cabinet 
members and others after the report from the White House 
deputy group. Should John White need assistance at any 
time, we will reinforce him as appropriate. 

c 



THE WHITE HOUSE 

WASHINGTON 

8/11/80 

Jack Watson 
Arnie Miller 

President's out-box. · 

cc to Jac� vJa�son ) � /l t /g--O 
Arn1e M1ller� · 

-� Suzanne Brooke 



THE WHITE HOUSE 

WASHINGTON 

August 6, 1980 

MEMORANDUM 

FROM: 

SUBJECT: 

The National Council on Education Research is the policy 
making body for the National Institute for Education. There 
is currently a vacancy on the Council, and Mike Timpane, 
Director of National Institute of Education, has requested 
that a representative of state school officials be appointed. 
With Timpane's and.Stu Eizenstat's approval, we make the 
following suggestion. 

Alice C. McDonald (Kentucky) Deputy Superintendent of. 
Education for Kentucky. She is a member of the President's 
Advisory Committee on Women and a Democratic National 
Committee member. She recently chaired the Human Resources 
Subcommittee of the Democratic Platform Committee. She is 
highly recommended by Senator Huddleston, Congressman Perkins, 
Governor Brown, Mayor Sloane and the National Education 
Association. 

RECOMMENDATION: 

Nominate Alice c. McDonald 
on Education Research. 

----
----�---- approve 

as a member of the National Council 

disapprove 

fEDectrostartlc Copy M�d�& 
for Preservat�on Puypo:]�s 



.. ' 
I ,. 

' ' ' 
. . . 

RESUl1E: ALICE C. l-icDONALD 

Residence: 6501 Gunpowder Lane 
Prospect, Kentucky 40059 
(502) 228-8242 

Office: City Hall 
601 West Jefferson Street 
Louisville, Kentucky 40202 
(502) 587-3061 
{502) 587-3042 

Birthdate: September 26, 1940 

Married: Judge Glenn McDonald, J.D. 
one child, Michel, age 11 

EDUCATION: 

Post Graduate Course Work and Seminars: 
Indiana University, Bloomington, Indiana 
Tulane University, New Orleans, Louisiana 
Louisiana State University, Baton Rouge, Louisiana 

Catherine Spalding College, South Fourth Street, 
Louisville, Kentucky. 
Rank I, School Administration, 1975 

Loyola University of New Orleans, St. Charles Avenue, 
New Orleans, Louisiana. 
M.Ed., Guidance and Counseling, 1966 

Loyola University of New Orleans, St.·Charles Avenue, 
New Orleans, Louisiana. 
B.S., Education, 1962 

Member, Cardinal Key Honor Society 
Member., Kapp� Delta Pi_ Honor Society 

WO�� EXPERIE�CE: 

Current (September, 1978 - present) 
Executive Assistant to the Mayor, Office of the Mayor, City 
Hall, 601 West Jefferson Street, Louisville, Kentucky. 
Responsibilities include serving as the Chief Executive to 

the Mayor and acting as Deputy Mayor in the Mayor's ab­
sence. Responsible for administering the operations of 
all City departments and all related agencies. The City 
of Louisville has an annual operating budget of $64,758,970 

for FY 1979-80, and employs approximately 4788 persons. 
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ALICE C. McDONALD 
(continued) 

February, 1978 - September, 1978 

Director, Neighborhood Development Office, Office of the 
Mayor, City Hall, 601 West. Jefferson Street, Louisville, 
Kentucky. 
Responsibilities included the supervision of a staff of 

neighborhood representatives and related support per­
sonnel; acting as liaison between the Mayor and com­
munity organizations; representing the Mayor on planning 
boards; and writing and administering programs and 
grants for neighborhood associations. 

July, 1977 - February, 1978 

Educational Advisor to Jefferson County Government, County 
Court House, Fifth Street, Louisville, Kentucky. 
Responsibilities included serving as supervisor of educa-

tional programs; acting as liaison between Jefferson 
County Gover�ment and education related agencies; 
assisting in applying for, receiving and administering 
federal grants and programs for Jefferson county 
Government; supervising and directing programs for 

.introduction to the state legislature; acting in the 
capacity of consultant to community agencies regarding 
educational programs; and working with all media 
regarding overall educational programs. 

January, 1976 - June, 1977 

Instructional Coordinator, Jefferson County, Kentucky. 
Public School System, 3000 Dundee Road, Louisville, Kentucky. 
Responsibilities included directing school instructional 

programs, organizing teacher in-service activities, and 
developing ne\v school programs. Among the programs 
developed were an entire reorganization of orientati6n 
for substitute teachers, and an intensive training 
program for teachers who were attempting to improve 
their teaching techniques, communication ability, and 
human relations skills. 

September, 1967 - December, 1975 

Guidance Counselor, J. M. Atherton High School, 3000 Dundee 
Road, Louisville, Kentucky. 
Responsibilitie� included varied duties. The nature of the 

work included counseling, administering discipline, 
writing programs, a�d operating as an administrative 
assistant. 

September, 1966 - June, 1967 

Guidance Counselor, St. Bernard Public School, Chalmette 
Circle, Chalmette, Louisiana. 
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ALICE C. McDONALD 
(continued) 

Responsibilities included all those regularly assigned a 
guidance counselor. In the absence of an assistant 
principal, all duties regularly assigned to the 
assistant principal were assigned to the guidance 
counselor. 

September, 1962 - June, 1966 

Teacher, St. Bernard Public School, Chalmette Circle, 
Chalmette, Louisiana. 

· 

Responsibilities included regular teaching duties in a 
junior high school in the area of social studies. 
Extra-curricular duties included serving as sponsor 
�f the Student Council. 

CURRENT ACTIVITIES: 

Board member, President's Advisory Commission on Women 
Democratic - National Commi tteevioman from Kentucky 
Member, Executive Conu-ni ttee, Democratic National Cornmi ttee. 
Member,_ Executive Committee, Kentucky Democratic State 

Central Committee 
· Member, Compliance Review Commission - 1980 Convention, 

Democratic National Co�nittee 
Board member, Executive Committee member, Louisville Fund 

for the Arts 
Board rne�ber, Executive Committee member, MaCauley Theatre 
Board member, Executive Committee member, 4-C of Louisville 
Board member, Kentucky Derby Festival 
Board member, International Year of the Child 
Board member, Senior House of Louisville 
Board member, Heritage Corporation 

Z.1ernberships: 
American Psychological and Guidance Association 
National Education Association 
Kentucky Woman's Political Caucus 
National Federation of Democratic Women 
American Society for Public Administration 

PAST ACTIVITIES: 

President, Democratic Woman's Club of Kentucky 1974-76 

President, Kentucky Young Democrats 1972-73 

Board member, Louisville - Jefferson County Parks and 
Recreation Board 1976-77 

-

Member, Louisville - Jefferson County Crime Commission 1971-73 
Member, Site Selection Committee - Mini Convention, Democratic 

National Committee 1978 
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ALICE C. McDONALD 
(continued) 

Member, Program and Agenda Committee - Mini Convention, 
Democratic National Co�uittee 1978 

Executive Committee State Democratic Campaign 1977 

Board member, National College Entrance Examination Board 1975-77 

Co-Chairperson Kentucky Carter - Mondale Campaign 1976 

Member, Democratic National Convention Platform Committee 1976 
Delegate, Democratic Convention 1976 

Member, International �·loman's Year Advisory Committee 1975-76 

Co-Chairperson of Kentucky Democrats United 1975 
Delegate, Democratic Convention 1972 
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8/14/80 2:10 pm ;;r ;t, q_, 
Mr. President 

Dr. Brzezinski says his best guess is that Schmidt 
is calling to congratulate you and Zbig suggests you 
accept his call or make arrangements to have such a 
call be accepted. That it probably would be best 
to do so tomorrow morning. Zbig feels this should be 
disclosed to the press, since Schmidt is known to have 
taken issue with you on matters from time to time. 
In this context, if you accepted a phone call tomorrow 
morning, it would take into account the 5 hour time 
difference, be after your acceptance speech and therefore 
would be more "newsworthy" for the next day's papers. 

If you agree, Phil Wise or I could call 
Mr. Bruns back and suggest such time for the 
call from Chancellor Schmidt. 

And Phil Wise can do whatever is necessary from 
scheduling standpoint. 

cc: Phil Wise 

Thanks -- Susan Clough 

�lectroatatlc Ccpy M�de 
for PreaervB�tZcn PurpoGM 
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8/14/80 1:28pm 

fl( 5 M ct « r ,r a?(_(_ 

<:;�{dr r:h 

sse - tc with Mr. Bruns. head of Chancellor Schmidt's office 

Chancellor Schmidt would like to know if it would be 
possible to get a line through to the President -- today or 
tomorrow. 

Bruns calling from Bonn. The Chancellor is on holiday at his 
private home in Hamburg -- and does not have any help, or anyone 
with him. 

When ha�e possibilities for making call, Mr. Burns would 
need very much to try to arrange its timing, and therefore 
would like to be called regarding suggested times. He will 
then make arrangements at Schmidt's private home, since no one 
is there now. 

Would be better up to 2� hours from now today .... 
or tomorrow, taking into consideration the time difference. 

Bruns private number: regional code 022 02 
local number 32948 

(will be there 3/4 hour from 1:28pm EDT) 

Chancellory -- regional 0228 
local 561 

(gets to the operator; but Mr. Bruns doesn't 
know if th e operator speaks English) 

sse note: sounded "anxious", Schmidt must have called Bruns 
to arrange call just before he called me, which 
is 7:30 pm his time! (Don't know what came up, but 
must have been sudden!) 

Also presume Bruns is in the same situation in 
Bonn as we are in New York/Washington. With it being 
evening, most of the people in Bonn are home; with 
the Chancellor on holiday, no one (or skeleton/ 
non-foreign-policy support crew)"is with him -- and 
neither Muskie, Brzezinski, or .Denend, etc., are in 
their offices in Washington. 
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THE WHITE HOUSE 

WASHINGTON 

August 12, 1980 

Mr. President --

I discussed the contents of this 
memorandum with Stu before he went 
to New York last weekend and he 
approved it in principle. 

--Lynn Daft 

IEDsctroutatlc Copy Msdl! 

for Presentation PurU)oeee 

·
c.· 
. . . ' 
. 

/ .
. 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

' WASHINGTON 

August 12, 1980 

THE PRESIDENT 

STU EIZENST�T 
LYNN DAFT 

1981 Wheat P ogram 

Secretary Bergland is required by law to announce by August 
15 if producers will be required to "set-aside" acreage to 
be eligible for 1981 program benefits. In the attached 
memorandum, the Secretary recommends that there be no wheat 
set-aside in 1981. Your other advisors agree that the 
supply and demand conditions do not warrant a wheat set­
aside in 1981. 

This memorandum reviews the supply/demand situation for 
wheat, both domestically and world wide; summarizes the key 
considerations in the decision to recommend against a set­
aside in 1981; and seeks your approval of this recommendation. 

Supply/Demand Situation 

The supply/demand situation for wheat is about in balance 
this year, both domestically and for the world. While the 
U.S. produced a record wheat crop this year -- the increase 
in acreage more than offset a slightly lower yield -� our 
year-end stocks are expected to remain virtually unchanged. 
Elsewhere in the world, weather conditions have adversely 
affected production in some of the major grain producing 
countries. As a consequence, world wheat stocks are expected 
to increase only slightly this year despite a near record 
production of 443 million metric tons (mmt) . World wheat 
use, now forecast at about 440 mmt, could set a record. 

Projections for the 1981 crop year suggest that production 
and consumption around the world will be in approximate 
balance at about 450 mmt. Conditions in the u.s. are very 
similar to the world supply/demand situation. This year, 
our wheat stocks will total about 25 mmt, nearly the same as 
in 1979/80. Export sales and domestic use will about equal 
the record crop just harvested. We expect to end the year 
with about 12.3 mmt in farmer-owned reserves and/or CCC 
stocks, near the lower end of our reserve stock objectives. 
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We do not expect domestic wheat· production or consumption to 
change materially next year. Harvested acreage will probably 
decline some as farmers make marginal shifts to more profitable 
crops - corn, soybeans, sunflowers, cotton, etc. Exports 
will depend importantly on weather conditions in other 
production areas of the world. If weather is good world-
wide, u�s. exports will be lower than this year's record 
level and stocks will increase slightly, but still not be 
excessive. Poor weather elsewhere in the world could reduce 
our stocks below desired levels. 

Decision Considerations 

Your advisors considered the following factors in arriving 
at their decision: 

o Despite a record u.s. crop this year, world production 
and utilization will about balance. Furthermore, there 
continues to be a great deal of uncertainty over produc­
tion levels in other parts of the world. 

o U.S. carryover stocks are forecast to be at the low end 
of our stock objectives at the end of the 1980 crop 
year. 

o This year's u.s. feed grain crop remains highly uncertain. 
The August 11 crop report forecasts a 16 percent reduction 
from last year's record level, partly due to the drought. 
Lower feed grain supplies (and higher prices) will 
result in some substitution of wheat for feed grains in 
animal feeding, both domestically and abroad. 

o Market prices will probably be sufficiently high to 
discourage participation in a set-aside. Those not 
participating (USDA estimates more than 50 percent) 
would be ineligible for farm program benefits, including 
access to the recently increased CCC loans, target 
price protection, and entry into the farmer-owned 
reserve. 

o A decision to not have a set-aside leaves open the 
opportunity to offer a paid diversion program later in 
the year if conditions should warrant. Budget costs 
associated with a paid diversion are greater than with 
a set-aside but there is no statutory constraint regarding 
the date of announcement of such a program. Furthermore, 
a diversion program would be completely voluntary; 
producers choosing not to divert would continue to be 
eligible for other farm program benefits. 
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o Politically, a decision to not have a set-aside will be 
unpopular with farmers� As Secretary Bergland notes, 
farm organizations h�ve strongly favored use of a set­
aside or a combination set-aside/paid diversion. 
Although recent strength in market prices and your 
decision to raise loan rates and the reserve trigger 
levels will take some of the edge off their criticism, 
they will still be unhappy. 

o A decision against having a set-aside is clearly more 
easily explained to the general public. It would not 
make sense to most people for the government to be 
diverting acreage from production when we are in the 
midst of a drought in parts of the nation, some African 
nations are experiencing serious food shortages, and we 
are approaching a period of somewhat higher food prices. 

o Finally, although it is not widely understood, decisions 
regarding the pricing provisions of these programs are 
far more important to the economic welfare of farmers 
than the deriision over whether to divert acreage. 

The Administration's record in this regard speaks for 
itself. Since 1976, the loan rate for wheat has been 
increased 30 percent and the target price 25 percent. 
You have announced support for legislation authorizing 
higher loans for grain entering the reserve. And, 
perhaps most important of all, reserve release and call 
levels have been adjusted each year to reflect changes 
in producer costs. We anticipate making such adjustments 
again for the 1981 crop. 

Conclusion 

In the view of your advisors, these considerations argue 
rather strongly against a set-aside in 1981. However, the 
way in which we expla1n this decision to farmers is going to 
be very important. Farm organizations, some Members of 
Congress, and Governors from some farm states have all 
expressed a preference for a set-aside or a diversion or 
both. In this regard, Secretary Bergland recommends and 
your other advisors concur that we emphasize that the need 
for a paid diversion program will continue to be assessed 
and be offered later if conditions materially change. While 
we consider it unlikely that conditions will change enough 
to warrant a diversion program, offering this assurance will 
help ease farmer criticism. With regard to the pricing 
provisions, the Secretary will indicate that they will be 
announced later but will not be lower than those now in effect. 
The only possible exception to this is the target price. The 
Secretary might choose to announce it since an adjustment 
reflecting changes in the cost of production is required by law. 
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Agency Views 

Your advisors are in agreement that there should be no set­
aside, that decisions regarding the pricing provisions (with 
the possible exception of the target price) should be deferred 
until the 1980 crop situation is less uncertain, and that a 
paid diversion program be held in reserve. The one major 
note of caution ·comes from OMB. Although they concur that 
a set-aside is not justified, they are concerned that we not 
raise expectations and generate pressure for instituting 
a paid diversion program later in the year. 

If you approve this action, we will withhold announcement 
until the markets close this Friday, August 15 and will work 
closely with USDA in drafting the statement they release. 

DECISION 

Approve - No Wheat Set-Aside in 1981 (USDA, 
C�A, OMB, CWPS, OCA, Treasury, DPS) ' 

Disapprove 

!Eiectroirtatlc Copy Mfade 

forr Preaervath'iln Purpoae9 



DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON. D.C.20250 

August 8, 1980 

MEMORANDUM FOR THE PRESIDENT 

Subject; 1981 Wheat Program 

In a few weeks, farmers will be planting the winter wheat that 
will begin to be harvested next May. Understandably, before 
planting they want to know the terms and conditions of the 1981 
wheat program. The loan, target, special reserve loan, reserve 
release, reserve call and CCC sale prices are of major importance 
to their decision and so are the provisions with respect to 
acreage set aside, diverted or used to produce hay or grazing 
for cattle. 

We should announce all these terms and conditions now, even 
though only the decision on a set-aside must be announced by 
August 15. But with the great uncertainty over world and domestic 
grain production prospects this year, it is difficult--if not 
impossible--to conclude whether wheat supplies are likely to 
be excessive at the end of the 1931/82 marketing year. At the 
same time, Congress has not completed action on the measure to 
authorize a higher loan price to those who place grain in reserve. 
Therefore, we are not able to decide upon the pricing provisions 
for the 1981 program and are not in a good position to make 
decisions on set-aside, diversion or haying and grazing programs. 

Except for making the required set-aside decision, I recommend 
we postpone decisions on all 1981 program provisions. In 
that regard, I recommend that we announce there will be no 
set-aside in 1981. However, I also recommend that such a policy 
be qualified accordingly: 

"A paid diversion program will be offered producers 
next spring if events between now and then lead us to 
believe that wheat supplies are likely to be excessive 
at the end of the 1981/82 marketing year. 

The basic loan price for 1981 crop wheat will be at 
least $3.00 a bushel, and, assuming the Congress completes 
action on an acceptable measure this session, the special 
loan price for 1981 crop wheat will be at least $3.30 a 

bushel. 
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The 1981 crop target price will be increas�d from the 
$3.63 in effect for the 1980 crop, taking into account 
increases in short-term costs of production. 

The reserve release and call prices will be increased 
from the $4.20 and $5.25 for the 1980- crop taking into 
account changes in the total cost of producing wheat. 

The CCC resale price will not be less than 105 percent 
of the reserve call price." 

From today's vantage point, it appears that our wheat supplies 
at the end of both the 1980 and 1981 seasons will be adequate, 
but probably not excessive. Therefore, it is difficult to 
recommend a set-aside or diversion program even though those 
who responded to the invitation to comment were clearly in 
favor of such a program in 1981. 

The invitation brought forward 225 comments--88.4 percent of which 
recommended a set-aside, paid land diversion or a combination 
of the two. Almost 50 recommended just a set-aside; 12 percent 
just a paid diversion, 27 percent a combination of the two. 

Those multinational grain exporters commenting on the 1981 
program joined the American Bakers Association and the 
Community Nutrition Institute in recommending no set-aside 
or diversion. 

The recommendations we received from the public and trade 
groups were made before it became evident that our grain 
and oilseed crops would be hurt by the drought. Therefore, 
I believe if we accompany the announcement of no set-aside 
with the above policy statement the political controversy 
should be less intense. Yet, I believe it is of major 
importance to make certain that our statements with respect 
to pricing provisions fully reflect our policies, which 
require increases in target, reserve release and call 
prices when the costs of producin����ity rise. 

- ·  ��"' -�� ( \ �-\ )� ) ·., __ \ � ' �- I 
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BOB BERGLAND 
Secretary 

Agree with above recommendations: 

Disagree with above recommendations: 



TO: 

FROM: 

For 

THE WHITE HOUSE 

WASHINGTON 

Date: 1J#o 
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THE WHITE HOUSE 

WASHINGTON 

August 12, 1980 

Mr. President --

I discussed the contents of this 
memorandum with Stu before he went 
to New York last weekend and he 
approved it in principle. 

--Lynn Daft 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

• WASHINGTON 

August 12, 1980 

THE PRESIDENT 

STU EIZENST�T 
LYNN DAFT 

1981 Wheat P ogram 

Secretary Bergland is required by law to announce by August 
15 if producers will be required to "set-aside" acreage to 
be eligible for 1981 program benefits. In the attached 
memorandum, the Secretary recommends that there be no wheat 
set-aside in 1981. Your other advisors agree that the 
supply and demand conditions do not warrant a wheat set­
aside in 1981. 

This memorandum reviews the supply/demand situation for 
wheat, both domestically and world wide; summarizes the key 
considerations in the decision to recommend against a set­
aside in 1981; and seeks your approval of this recommendation. 

Supply/Demand Situation 

The supply/demand situation for wheat is about in balance 
this year, both domestically and for the world. While the 
u.s. produced a record wheat crop this year -- the increase 
in acreage more than offset a slightly lower yield -- our 
year-end stocks are expected to remain virtually unchanged. 
Elsewhere in the world, weather conditions have adversely 
affected production in some of the major grain producing 
countries. As a consequence, world wheat stocks are expected 
to increase only slightly this year despite a near record 
production of 443 million metric tons (mmt) . World wheat 
use, now forecast at about 440 mmt, could set a record. 

Projections for the 1981 crop year suggest that production 
and consumption around the world will be in approximate 
balance at about 450 mmt. Conditions in the U.S. are very 
similar to the world supply/demand situation. This year, 
our wheat stocks will total about 25 mmt, nearly the same as 
in 1979/80. Export sales and domestic use will about equal 
the record crop just harvested. We expect to end the year 
with about 12.3 mmt in farmer-owned reserves and/or CCC 
stocks, near the lower end of our reserve stock objectives. 
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We do not expect domestic wheat production or consumption to 
change materially next year. Harvested acreage will probably 
decline some as farmers make marginal shifts to more profitable 
crops - corn, soybeans, sunflowers, cotton, etc. Exports 
will depend importantly on weather conditions in other 
production areas of the world. If weather is good world-
wide, U.S. exports will be lower than this year's record 
level and stocks will increase slightly, but still not be 
excessive. Poor weather elsewhere in the world could reduce 
our stocks below desired levels. 

Decision Considerations 

Your advisors considered the following factors in arriving 
at their decision: 

o Despite a record U.S. crop this year, world production 
and utilization will about balance. Furthermore, there 
continues to be a great deal of uncertainty over produc­
tion levels in other parts of the world. 

o u.s. carryover stocks are forecast to be at the low end 
of our stock objectives at the end of the 1980 crop 
year. 

o This year's U.S. feed grain crop remains highly uncertain. 
The August 11 crop report forecasts a 16 percent reduction 
from last year's record level, partly due to the drought. 
Lower feed grain supplies (and higher prices) will 
result in some substitution of wheat for feed grains in 
animal feeding, both domestically and abroad. 

o Market prices will probably be sufficiently high to 
discourage participation in a set-aside. Those not 
participating (USDA estimates more than 50 percent) 
would be ineligible for farm program benefits, including 
access to the recently increased CCC loans, target 
price protection, and entry into the farmer-owned 
reserve. 

o A decision to not have a set-aside leaves open the 
opportunity to offer a paid diversion program later in 
the year if conditions should warrant. Budget costs 
associated with a paid diversion are greater than with 
a set-aside but there is no statutory constraint regarding 
the date of announcement of such a program. Furthermore, 
a diversion program would be completely voluntary; 
producers choosing not to divert would continue to be 
eligible for other farm program benefits. 
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o Politically, a decision to not have a set-aside will be 
unpopular with farmers. As Secretary Bergland notes, 
farm organizations h�ve strongly favored use of a set­
aside or a combination set-aside/paid diversion. 
Although recent strength in market prices arid your 
decision to raise loan rates and the reserve trigger 
levels will take some of the edge off their criticism, 
they will still be unhappy. 

o A decision against having a set-aside is clearly more 
easily explained to the general public. It would not 
make sense to most people for the government to be 
diverting acreage from production when we are in the 
midst of a drought in parts of the nation, some African 
nations are experiencing serious food shortages, and we 
are approaching a period of somewhat higher food prices. 

o Finally, although it is not widely understood, decisions 
regarding the pricing provisions of these programs are 
far more important to the economic welfare of farmers 
than the decision over whether to divert acreage. 

The Administration's record in this regard speaks for 
itself. Since 1976, the loan rate for wheat has been 
increased 30 percent and the target price 25 percent. 
You have announced support for legislation authorizing 
higher loans for grain entering the reserve. And, 
perhaps most important of all, reserve release and call 
levels have been adjusted each year to reflect changes 
in producer costs. We anticipate making such adjustments 
again for the 1981 crop. 

Conclusion 

In the view of your advisors, these considerations argue 
rather strongly against a set-aside in 1981. However, the 
way in which we expla1n this decision to farmers is going to 
be very important. Farm organizations, some Members of 
Congress, and Governors from some farm states have all 
expressed a preference for a set-aside or a diversion or 
both. In this regard, Secretary Bergland recommends and 
your other advisors concur that we emphasize that the need 
for a paid diversion program will continue to be assessed 
and be offered later if conditions materially change. While 
we consider it unlikely that conditions will change enough 
to warrant a diversion program, offering this assurance will 
help ease farmer criticism. With regard to the pricing 
provisions, the Secretary will indicate that they will be 
announced later but will not be lower than those now in effect. 
The only possible exception to this is the target price. The 
Secretary might choose to announce it since an adjustment 
reflecting changes in the cost of production is required by law. 
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Agency Views 

Your advisors are in agre�ment that there should be no set­
aside, that decisions regarding the pricing provisions (with 
the possible exception of the target price) should be deferred 
until the 1980 crop situation is less uncertain, and that a 
paid diversion program be held in reserve. The one major 
note of caution comes from OMB. Although they concur that 
a set-aside is not justified, they are concerned that we not 
raise expectations and generate pressure for instituting 
a paid diversion program later in the year. 

If you approve this action, we will withhold announcement 
until the markets close this Friday, August 15 and will work 
closely with USDA in drafting the statement they release. 

DECISION 

Approve - No Wheat Set-Aside in 1981 (USDA, 
C�A, OMB, CWPS, OCA, Treasury, DPS) 

Disapprove 



DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON. D.C.20250 

August 8, 1980 

MEMORA NDUM FOR THE PRESIDENT 

Subject; 1981 Wheat Program 

In a few weeks, farmers will be planting the winter wheat that 
will begin to be harvested next May. Understandably, before 
planting they want to know the terms and conditions of the 1981 
wheat program. The loan, target, special reserve loan, reserve 
release, reserve call and CCC sale prices are of major importance 
to their decision and so are the provisions with respect to 
acreage set aside, diverted or used to produce hay or grazing 
for cattle. 

We should announce all these terms and conditions now, even 
though only the decision on a set-aside must be announced by 
August 15. But with the great uncertainty over world and domestic 
grain production prospects this year, it is difficult--if not 
impossible- -to conclude whether wheat supplies are likely to 
be excessive at the end of the 1981/82 marketing year. At the 
same time, Congress has not completed action on the measure to 
authorize a higher loan price to those who place grain in reserve. 
Therefore, we are not able to decide upon the pricing provisions 
for the 1981 program and are not in a good position to make 
decisions on set-aside, diversion or haying and grazing programs. 

Except for making the required set-aside decision, I recommend 
we postpone decisions on all 1981 program provisions. In 
that regard, I recommend that we announce there will be no 
set-aside in 1981. However, I also recommend that such a policy 
be qualified accordingly: 

"A paid diversion program will be offered producers 
next spring if events between now and then lead us to 
believe that wheat supplies are likely to be excessive 
at the end of the 1981/82 marketing year. 

The basic loan price for 1981 crop wheat will be at 
least $3.00 a bushel, and, assuming the Congress completes 
action on an acceptable measure this session, the special 
loan price for 1981 crop wheat will be at least $3.30 a 
bushel. 
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The 1981 crop target price will be increas�d from the 
$3.63 in effect for the 1980 crop, taking into account 
increases in short-term costs of production. 

The reserve release and call prices will be increased 
from the $4.20 and $5.25 for the 1980- crop taking into 
account changes in the total cost of producing wheat. 

The CCC resale price will not be less than 105 percent 
of the reserve call price." 

From today's vantage point, it appears that our wheat supplies 
at the end of both the 1980 and 1981 seasons will be adequate, 
but probably not excessive. Therefore, it is difficult to 
recommend a set-aside or diversion program even though those 
who responded to the invitation to comment were clearly in 
favor of such a program in 1981. 

The invitation brought forward 225 comments--88.4 percent of which 
recommended a set-aside, paid land diversion or a combination 
of the two. Almost 50 recommended just a set-aside; 12 percent 
just a paid diversion; 27 percent a combination of the two. 

Those multinational grain exporters commenting on the 1981 
program joined the American Bakers Association and the 
Community Nutrition Institute in recommending no set-aside 
or diversion. 

The recommendations we received from the public and trade 
groups were made before it became evident that our grain 
and oilseed crops would be hurt by the drought. Therefore, 
I believe if we accompany the announcement of no set-aside 
with the above policy statement the political controversy 
should be less intense. Yet, I believe it is of major 
importance to make certain that our statements with respect 
to pricing provisions fully reflect our policies, which 
require increases in target, reserve release and call 
prices when the costs of producin��ity rise. - - �)-\) ,.,...-__:.=-................ , ( � '�-\ ' � ·� . . � .. __ \ � ":). " "':.'"--. I � -
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Secretary \ BOB BERGLAND 

1 
Agree with above recommendations: 

Disagree with above recommendations: 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 12, 1980 

THE PRESIDENT 

STU EIZENST:t:T 
LYNN DAFT 

1981 Wheat P ogram 

Secretary Bergland is required by law to announce by August 
15 if producers will be required to "set-aside" acreage to 
be eligible for 1981 program benefits. In the attached 
memorandum, the Secretary recommends that there be no wheat 
set-aside in 1981. Your other advisors agree that the 
supply and demand conditions do not warrant a wheat set­
aside in 1981. 

This memorandum reviews the supply/demand situation for 
wheat, both domestically and world wide; summarizes the key 
considerations in the decision to recommend against a set­
aside in 1981; and seeks your approval of this recommendation. 

Supply/Demand Situation 

The supply/demand situation for wheat is about in balance 
this year, both domestically and for the world. While the­
u.s. produced a record wheat crop this year -- the increase 
in acreage more than offset a slightly lower yield -- our 
year-end stocks are expected to remain virtually unchanged. 
Elsewhere in the world, weather conditions have adversely 
affected production in some of the major grain producing 
countries. As a consequence, world wheat stocks are expected 
to increase only slightly this year despite a near record 
production of 443 million metric tons (mmt). World wheat 
use, now forecast at about 440 mmt, could set a record. 

Projections for the 1981 crop year suggest that production 
and consumption around the world will be in approximate 
balance at about 450 mmt. Conditions in the U.S. are very 
similar to the world supply/demand situation. This year, 
our wheat stocks will total about 25 mmt, nearly the same as 
in 1979/80. Export sales and domestic use will about equal 
the record crop just harvested. We expect to end the year 
with about 12.3 mmt in farmer-owned reserves and/or CCC 
stocks, near the lower end of our reserve stock objectives. 
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We do no� �xpect domestic· wheat production or.consumption to 
change ·ma-ter ,:Lally n_ext year. Harvested 13,creage_ will:, probably 
decline some as: farme:rs �make marginal .·,.sh_ifts'� .to iffic)re.--.pro.fi table 
crops "'". coni_,:.soybeans.,·'sun:Elowers, '.c6tton,"'··etc;·.· .Exports 
will depend. importantly: .on.·weather. conditions 'in'.· other-·· .. 
p_rqdl.iction areas of the world. ·. ·rf'··weather ·is -good world;... 
wid:e.{;-U."S�·''exports wilh-be lowe:t than:'th;is year' s···record·.· 
level and stocks will- increase slightly,:: bu�-- still· ··.n'ot .b.e. 
excess;ive·.- .. Po6r,_weather elsewhere· in the .. world._could reduce 
our :stocks below 'g�si-red levels. I 

... 

. ·-. 
Decision Cons·ideratibr:ts 

Your advisors considered the following factors in arriving 
. :_ at-ithei::t·>decision: 

o Despite a record u.s. crop this year, world production 
and utilization will about ·balance. Furthermore, th.�re 
continues to be a great deal of uncertainty over produc­
tion levels in other parts of the world. 

o u.s. carryover stocks are forecast to be at the low end 
of our stock objectives at the end of the 1980 crop 
year. 

o This year's u.s. feed grain crop remains highly uncertain. 
The August 11 crop report forecasts a 16 percent reduction 
from last year'·s record level'· ·partly due to the ·drought. 
Lower· feed grain supplies (and<hi.gher prices) �ill 
result- in some substitution of-wheat for feed. grains in 
animal feeding, both dqmestical�y and abroad. 

o Market prices will probably be sufficiently high-to 
discourage participation in a set-a:side. Thos.e -not 
participating (USDA estimates more thari' SO· percent) 
would be ineligible· for farm progri:u:n benefits_·, •.;in_qluding 

· ·. acc�!?S j:o .the· recent-ly inc�eased 'CCC loans·, :target 
'price protection, and ent:ty·ihto _the farmer-owped 
. �es'e:t:ve • . · · · 

. . . 
·· · 

. . ., . 
' · · 

. :�·- '\ � . .-
0 .A ·deci'sio:rl · to .. not have a-.:�e;t.-asiq.e le�tr�s: open the 

opportunity to· offer;a: pa:i,d diversion '·progr�m later in 
the year. if cc:;m.di ti6ns should: warrant-� : :Sudg�t costs 

. �ssociated with a pa·id eli-version are greater, than with 

.. a· set-aside· but there · i s · no. statutory constraint regarding 
:f.he�;_date o·f anncnincement: :of·· suqh ·i{:·program. Furthermore, 
a ·diversion-.prqgram would .b·e 'completely voluntary; 
pr6ducers'chb�sing not tb a�vert would continue to be 
eiigible for other f<irm program ·bene'fi ts. • • i • • ., .. ,. . : • • • • • • .  � • • • •• 

'(' . 
-------. ------·-·- ··--·., ·.- .. 

. 1•' 
' . ,. ;',• .. 

,, . 
,, 

;,, 

·, . 
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o Politically, a decision to not have ·� set-aside will be 
unpopular with- farmers. As Secretary Berg-land notes, 
farm��ganiz�tions.h�ve strongly fa�6i�d us� 6f a set­
aside or·a combination ·set-aside/paid diversion. 
Although recent strength in market prices and.your 

0 

· >decisiori.to·raise loan ·rates and :the reserve-trigger 

' . i. 

'ievels w'ili take some of the edge · off,. their 'crit·icism, 
they -wLll stil-l be unhappy. 

· · · 

A · .. d,ecision agal.nst having a set-aside is: clearly more 
easily •explained to the general public. It would not 
make.-sense·t'o most people for the government to be 
diverting acreage from production when we are in the 

.mids,t ·of.:a . ..  drought in parts of the nation, some African 
·. nations a.r� experiencing serious food shortages' . and we 

are approaching a period of somewhat higher food prices. 

o Finally, although it is not widely understood, decisions 
regarding the pricing provisions of these programs are 
far more important to the economic welfare of farmers 
than the decision over whether to divert acreage. 

The Administration's record in this regard speaks for 
itself. Since 1976, the loan rate for wheat has·been 
increased 30 percent and the target price 25 percent. 
You have announced support for legislation authorizing 
higher loans for grain entering the reserve. And, 
perhaps most ·.important of all,· reserve release and· call 
levels-have been adjusted each year to reflect changes 
in producer costs. We anticipate making such adjustments 
again for the 1981 crop. 

Conclusion 

In the vie� of your advisors, these considerations; ar:gue 
rath�:r; strcmg:l,y against a set.;..aside in ),98'1. Howeverf. _the 
way :in··which··we ,exp;La�n this ·decision to farmers is going to 
be very,. important . .  Farm organizations, some Members of 
Congress, and Governors from· some farm states h?iv� all-· . . 
expressed ·a •preference for. a· sef..,.aside or a diversion·-.'or 
both.·' In.·this regard, Secretary· Bergland. recommends· arid 
your ··other .. advisors concur that _we emphasize· that the 'need 
for a .·paid· diversion program will· continue to be asse'ssep 
and·· be offered later .. if cond·it_ions materia:lly_ change.· ·While 
we. con'sider it .unl.i,ke!ly th�t -conditions wil-l change enough 
to warrant -a diversion program; ··offering this· assurance .will 
help· ease_ farmer· 'criticism.·. with. regard to the pricing. 
provisions, _.the ·Secretary_ will indicate that they will_ be 
announ.ced later but will not be lower than those now' in· effect. 

,',rh_� __ Q_IJ.):yjpQ_l?Sil;>_!e -�J{c�p_t_,tQ�L'!;Q __ thJ:�L_i�--�t_����-9::fg§_t�.PI:':i,._q� .... __ The 
Secretary might; choose to-announce it simce an adj-ustment 
reflec:ting changes: in_, the· cost of production is required by law . 

. ' .  
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Agency Views · 

Your advisors are" in agreement that there should be no set­
aside, that -d.ecisions'"�regarding the p'ribirig ·prdV:i,E?ions (with 
the. possible· exception:< of the target price) should :.be deferred 
until the . 'l98Q'- crop situation is less uncertain,.:--arid :that a 
paid d-iversion ·program be held in reserve.'· The one ,ffiajor 
note. of caution comes --from OMB. Although- they concur that 
a set�aside _.is-',not j ustified, they are- concerned, ':tha:t we not 
raise_ exp�cta'f:ions - ·and generate pressure:�·for --instituting 
a pa&d diversion program later in the year>:- · , :_ - · 

\ . . ' ·  

If you approve this action, we will withhold a�nouncement 
untiL the rnarke.ts ,close this Friday·, Auglist: _15 and ·will work 
closely with usriA.' in drafting the statement they release . 

DECISION 

Approve - No Wheat Set-Aside in 1981 (USDA, 
CEA, OMB, CWPS, OCA, Treasury, DPS) 

Disapprove 

·. ··_· 

. · ··.�-/ 



DEPARTMENT OF AGRICULTURE 

OFFICE OF THE SECRETARY 

WASHINGTON.D. C.20250 

August 8, 1980 

MEMORANDUM FOR THE PRESIDENT 

Subject� 1981 Wheat Program 

In a few weeks, farmers will be planting the winter wheat that 
will begin to be harvested next May. Understandably, before 
planting they want to know the terms and conditions of the 1981 
wheat program. The loan, target, special reserve loan, reserve 
release, reserve call and CCC sale prices are of major importance 
to their decision and so are the provisions with respect to 
acreage set aside, diverted or used to produce hay or grazing 
for cattle. 

We should announce all these terms and conditions ·now, even 
though only the decision on a set-aside must be announced by 
August 15. But with the great uncertainty over world and domestic 
grain production prospects this year, it is difficult--if not 
impossible--to conclude whether wheat supplies are likely to 
be excessive at the end of the 1981/82 marketing year. At the 
same time, Congress has not completed action on the measure to 
authorize a higher loan price to thos� who place grain in reserve. 
Therefore, we are not able to decide upon the pricing provisions 
for the 1981 program and are not in a good position to make 
decisions on set-aside, diversion or haying and grazing programs. 

Except for making the required set-aside decision, I recommend 
we postpone decisions on all 1981 program provisions. In 
that regard, I recommend that we announce there will be no 
set-aside in 1981. However, I also recommend that such a policy 
be qualified accordingly: 

"A paid diversion program will be offered producers 
next spring if events between now and then lead us to 
believe that wheat supplies are likely to be excessive 
at the end of the 1981/82 marketing year. 

The basic loan price for 1981 crop wheat will be at 
least $3.00 a bushel, and, assuming the Congress completes 
action on an acceptable measure this session, the special 
loan price for 1981 crop wheat will be at least $3.30 a 
bushel. 
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The 1981 crop target price will be increased from the 
$3.63 in effect for the 1980 crop, taking into account 
increases in short-term costs of production. 

The reserve release and call prices will be increased 
from the $4.20 and $5.25 for the 1980 crop taking into 
account changes in the total cost of producing wheat. 

The CCC resale price will not be less than 105 percent 
of the reserve call price." 

From today's vantage point, it appears that our wheat supplies 
at the end of both the 1980 and 1981 seasons will be adequate, 
but probably not excessive. Therefore, it is difficult to 
recommend a set-aside or diversion program even though those 
who responded to the invitation to comment were clearly in 
favor of such a program in 1981. 

The invitation brought forward 225 comments--88.4 percent of which 
recommended a set-aside, paid land diversion or a combination 
of the two. Almost 50 recommended just a set-aside; 12 percent 
just a paid diversion, 27 percent a combination of the two. 

Those multinational grain exporters commenting on the 1981 
program j oined the American Bakers Association and the 
Community Nutrition Institute in recommending no set-aside 
or diversion. 

The recommendations we received from the public and trade 
groups were made before it became evident that our grain 
and oilseed crops would be hurt by the drought. Therefore, 
I believe if we accompany the announcement of no set-aside 
with the above policy statement the political controversy 
should be less intense. Yet, I believe it is of major 
importance to make certain that our statements with respect 
to pricing provisions fully reflect our policies, which 
require increases in target, reserve release and call 
prices when the costs of producin odity rise. 

BOB BERGLAND 
Secretary 

Agree with above recommendations: 

Disagree with above recommendations: 
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WASHINGTON 

August 8, 1980 

MEMORANDUM FOR THE PRESIDENT 
Q 

FROM: STU EIZENSTAT
- d� 

SUBJECT: McFadden Act Report 

ORIN KRAMER 

Executive Summary 

J� 
J 

Under the International Banking Act of 1978, you are required to 
submit a report to the Congress evaluating the current statutory 
framework governing geographic expansion by commercial banks. 
That framework has two components: the 1927 McFadden Act, which 
prohibits branching on an interstate basis and restricts it to the 
limits set by state laws on an intrastate basis, and the Douglas 
Amendment to the 1956 Bank Holding Company Act, which effectively 
prohibits interstate acquisitions by bank holding companies. 

The Administration convened an interagency task force. composed of 
DPS, OMB, CEA, Treasury, Justice and the financial regulatory 
agencies to conduct this study. In essence, the task force concluded 
that existing geographic restraints have been substantially eroded 
by market forces and regulatory actions, that banking is .now an 
interstate business, and that the existing framework is anti-competitive 
and should be liberalized. Most task force members were initially 
inclined toward virtually total deregulation, which would have been 
anathema to most of the Congress and all but the nation's largest 
banks. The task force has agreed to soften its recommendations 
and now unanimously supports limited deregulation: the Administration 
would eridorse a phased l1beral1zat1on of the Douglas Amendment to 
permit acquisitions of banks on an interstate basis, but we would 
not recommend changes in the laws affecting branching. The agencies 
have also acquiesced in our view that we should not submit a 
specific legislative proposal and should discourage any Congressional 
activity in this area this year. For reasons detailed in the attached 
memorandum, it is clear that the interstate acquisition route would 
achieve the benefits of a more competitive system but would generate 
far less controversy than Federal preemption of state branching laws. 
The two major banking trade associations will react favorably to the 
approach the task force has suggested, and the Banking Committee 
leadership will defer judgment until the Committees address the issue 
next year. 

For reasons outlined in the attached memorandum, the agencies believe 
it is important to submit our report to Congress during the week of 
August 18; to meet this schedule we must finalize the study during 
Convent1on week. We had submitted the attached decision memorandum 
yesterday evening for your review. However, in view of the unanimity 
of your advisers, the fact that this is not a 1980 legislative issue, 
and the demands on your schedule today, Jack recommends that we give 
you this short summary and proceed to prepare the report on the basis 
of your advisers' recommendations. The attached memorandum is for 
your background, but you need not read it at this time. 
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MEMORANDUM FOR THE PRESIDENT 

STU EIZENSTAT -� 
OR:E·�. KRAMER 

SUBJECT: McFadden Act Report 

Under the International Banking Act of 1978, you are required 
to submit a report to the Congress evaluating the current 
statutory framework governing geographic expansion by banks. 
A task force composed of Treasury, Justice and the financial 
regulatory agencies has submitted for our review a draft 
report recommending significant deregulation. We recommend 
a .softening of the draft task force recommendations; CEA, OMB, 
Treasury, Justice and the regulators concur in the modifications 
suggested below. This memorandum describes the findings and 
or1g1nal recommendations of the task force, our suggested changes, 
and the political issues involved. 

I. Existing Statutory Framework 

The existing statutory framework prohibits full-service banking 
on an interstate basis, and restricts intrastate expansion by 
commercial banks in each state to the limits set by·state laws. 
This restrictive framework has two components: the McFadden Act 
and the Douglas Amendment to the 1956 Bank Holding Company Act. 
The 192? McFadden Act, as amended in 1933, prohibits national 
banks from opening full-service branches on an interstate basis, 
and authorizes intrastate branching only as 'is permitted for 
state-chartered institutions by the state in which the bank is 
headquartered. The Douglas Amendment effectively prohibits 
domestic bank holding companies (BHC's) from chartering or 
ac�uiring banks on an iriterst�te basis. 

McFadden·and Douglas codify two principles which are now 
sa6rosa�ct'for·fuahy small banks and state regulators: first, that 
eachcstit� shouldd��ermine its multi-office banking structure, 
if ariy; :.:ul.d sec.ohd,· that neither BHC '. s nor. banks. should operate 
fuli�service O·ffices -in more than orie state. · Although these 
princi':[He·s·:a:te 'not,uriiversa.lly p.6pular, ·their suppo:lf :t: reflects 
bo.th ·compet'i�.i �e an'd phi'losophical:. concerns�· . ,.: ::· 

.c)h o�e level�,·-Mcfadden. 
·
ha� produced a patchwork of. state limits 

oh geograp,hic expansion, rang-ing froll1 single off_ice (unit banking) 
states to those permitting stat·ewide branching . . _ ·  This framework 
has provided a pro-tective umbrella--albeit aperforateci erie--
for manj'banking·-in�titutions; it is largel� respon�ible for the 
fact that the United States has nearly 151000 banks, compared to 
approximately 709 iri:Cariada, Great Britain, France and Germany 
combined. 

· 
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On another level, since the eighteenth century this nation has 
had a "dual" banking. system, whereby institutions have had the 
choice of either the Federal or state government a,s primary 
regulator. White- there is disagreement over the usefulness of 
the dual banking ,system, its supporters believe t_hat it has 
enhanced :financial innovation, and·many be·l·ieve. that its .. 
preservation.· requires continued state c'ontrol o.ver brand-ling 0 

More fundamentally, the concern over>i:itates' rights reflects 
historic fears about the e'conornic. power· inherent in banking 
and a commitment to avoid· undue concentrations of financial power. 

Recent changes in.the regulatory structure and in the nature of 
the financial markets have fundamentally altered the economics 
of the banking business and changed the outlook for the preservation 
of existing geographic restraints. There has been·a quantum 
leap in both the number and competitiveness of participants in 
the "banking" business. The new competitive forces, which are 
described below, have shifted the attitudes of significant 
segments of the banking industry toward McFadden and Douglas. 
Many private analysts share the view that, after Regulation Q, 
the existing statutory framework is the central-financial 
deregulation issue of the 1980's, and some degree of deregulation 
is inev1table. 

The Administration's study accompanies the first serious debate 
on the existing statutory structure within the industry, and 
the Administration's findings are expected to serve a� the 
primary vehicle in that debate. -The Association of Bank Holding 
Companies, which represents approximately 140 institutions holding 
55% of all domestic bank deposits, passed a resolution this 
summer recommending the liberalization· of· ·Douglas to permit 
interstate acquisitions in contiguous states. The Amer1can 
Bankers Association, which-represents 90%.of the industry, has 
convened a special meeting for early September to begin 
developing a position on geographic restraints. The ABA's 
leadership will seek association support £or some form of 
liberalization. Historically, non-banking constituencies have not 
displayed significant interest in this issue. 

Despite this new momentum, a legislative debate at this stage 
would genetate bitter 6ontroversy. All.agencies have �cquiesced 
in_ ·our view that we should not submit a·speciflC legislative 
propOsa·l at· this· ·time and ;should discourage. any Congressional 
actiV:ity:in .this area 'this year�-: · 

The remainder of this.memorandum is divided into two sections. 
The firs·t··describes the task force findings regarding the impact 
of geographic restraints in-today's environment . .  The second 
describes -t.he.original.taskforce recommendations and our 
recommended changes.,· which we believe are necessary to avert a 
severe negativ� reaction from the Congress and all btit the 
nation's largest banks.· 
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II. Task Force Findings 

The task force concluded _that regulatory actions and market forces 
are increasingly'�'erodin·g•·the·_ effective·ness of existing geographic 
restraints. · · · · 

' . . . 
. 

The financial services _busin¢ss that emerged .from the, :L93 Q 1 s and 
evolved slowly·' for .three -decades consisted·,-of 'distinctly ·different 
classes 'of fihanci.cl-1 .institutions:� ·operatin<�r::in s_eparat� -geographic 
areas and offer'ing different· product-s- .and. services._._ Since· the 
mid�l960 1 s, r�gu·latol:y,. financial j :,demo_gra'ph-ic -and. tech�o�ogical 
ChangeS haVe ;_ Uziderffii-ned'. the: bOUndary.\1-ineS. · dJ:'a'wn .in ,the'-1-93 0 IS and 
blurred· the di-f-ferences between traditionally- distinct· institutions. 
Two trends have .emerged:· the· �ange of· institutions in· the "banking" 
business has broadened, and the-markets served by those institutions 
have expanded-beyond McFadden limits. Financial institutions of 
all types. are increasingly competing in the same marketplace, offering 
similar financial products. These changes in market-structure are 
outlined below. 

First, except for retail deposit taking,. commercial banks have been 
able - to develop an· i'nters:tate banking presence· witho·ut violating 
McFadden or Douglas.· Under 1970 legislation BHC1s·may acquire a 
range of "non-banking" affiliates on an interstate ·basis; this 
provision has facilitatednationwide networks of consumer finance, 
mortgage banking and other "nonbank" institutions controlled by 
BHC1s. Edge Act corporations chartered by banks on a-nationwide 
basis offer services for transactions related to international 
trade, and their powers were recently broadened. In short, the 
regulatory structure has evolved to permit the largest banks to 
compete nationwide for "wholesale" business; it is the retail 
customer and the smaller banks whose primary business is serving 
that customer which remain insulated from interstate banking 
competition. 

Second, McFadden and Douglas restrict competition among panks but do 
nothing to insulate banks fromthrift institutions, which have 
increasingly become direct compet1. tors for retail. banking business. 
Under the Regulation Q phaseout bill, ·the products thrifts provide 
will increasingly be simi-lar to those trad1.tiona1·1y offered 
exclusively �Y banks, but geographic-expansion for thrifts is not 
limited by Federal law. 

Perhaps the: greatest change in the structure of.the-finahc;ial 
services. industry has been ·the'·recent':_and- acceleratihg:'penetration 
of the '�:ba�king": :busine�s<by :nondepository >institutions.· ·Brokerage 
firms,,. finance,. ·mortgage, insurance· 9-nd credit ·-card companies 
offer ·:an'·iricrea.'siilg range· of :bank�like :=seryices· on � -r�gionai and 
nationwide· ·basis. For exampl_e, mo'ney market mutual funds, which 
compete with. ban�s for "d'eposits;,·n offer minimum denominations as 
low as $500, ·an·ci .most '·offer checking s�ryices .· Merr-iii Lynch's fund 
began· in 197 5 and has accumulated over $:10 billion in just- five years; 
if it were a cqmmercial ·bank,-- it ·would already be the nation 1 s 16th 
largest. Incieed MerrilL Lynch has identified 37 individual and 
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corporate financial "needs," and it is expanding to meet all these 
needs on a nationwide basis. Brokerage houses, telephone companies 
and other expected competitors in the new "banking" business are not 
subject to geographic restraints, and the impact of this inequity 
will become more significant over the next decade. 

· 

The major f,inding ·of the -task force is that totally .apart from the 
competi:t'ive· im:pac·t up·on· ba·nks,=-··some ;l:iber·a'liza·tion.·of· the e·xisting 
framework at this time .would serve ·the p·ublic '-interest. The· reasons 
for th1s conclus�bn, �hich has been· shared by several prior Presidential 
commissions/' are described· below. · 

. . � ' 

First, the task force concluded that to the degree that existing 
geographic restraints remain effective today, they represent 
artificial·barriers which ;impede the efficient allocation of 
resources,· inhibit bank� productivity,· reduce compe·titiveness and 
limit the availability ·o·f services in many markets. Federal banking 
policy should promote a stable and competitive financial system which 
serves the consumer effectively and efficiently, and permits bank 
customers to choose financial relationships based on their 
evaluation of the variety, price and quality of services offered 
by competing institutions. Consumer freedom of choice should be 
constrained by government only to the extent that competing.public 
policy objectives manifestly require it. A legal framework which 
restricts natural competition is inconsistent with the objectives 
of banking policy and is anachronistic in today's competitive, 
creative and sophisticated worldwide marketplace for financial services. 

Second, given that .geographic restraints are anti-competitive, the 
issue is whether the remaining positive feature of these restraints-­
i.e .• , avoiding undue concentration--can be achieved without artificial 
geographic barriers. When McFadden andDouglas were enacted, there 
was some question whether banking was subject to the antitrust 
provisions of the Sherman and Clayton Acts. These issues were 
resolved by court decisions and legislation in the 1960·'s making 
clear that bank expa·nsion through · acquisition was subject to all 
the antitrust laws and, in· additi'on,· to antitrust criteria which 
would be appliedin.the first instance by the bank regulators. 
These antitrust constraints can deal directly with the geography 
relevant to competition in individual cases, and thus potentially 
are. a far more sophisticated means of avoiding undue concentration 
than are state barriers. The Justice Department has historically 
opposed geographic constraints on the ground that they undermine 
antitrust �olicy by �i�iting new entrants to a market. .. ' . � � . '·. . 

Third, McFadden is a .major barrier to a technolog.icai revolution 
whi'ch could alter banking practices and· facil·itate· more convenient 
consumer services� McFadden was drafted to ·limit the expansion of 
brick-and..:.mbrtar manned_ offices, but its· restrictions. apply to any 
"device" which "effects''' a banking transaction. New communications 
technologies permit a wide·range of banking servi<7!es to be provided 
at locations remot_e from bank. o-ffices and without the presence of 
bank personnel. But the ·cost savings.,:-:increased pJ::oductivity and 
added conveni·ence which·' ne\oi' t'i::chnolb'gies can ·offer cannot be fully 
realized ·as ·long =as· · McFadden· applies ·to· electronic f·acilities. 
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Fourth, in addition to the competitive inequities vis-a-vis thrifts 
and nondepository institutions cited above,· domestic banks suffer 
disadvantages-in competing with_foreign banks in the United States. 
Foreign bank holdings in the United States have quadrupled in the 
past five years,· to the··point where foreign banks today make nearly 
20% of all· business loans ·in this ·country. The most. visible and 
increasingly· controversial· 'issue,· which· is; perce·ived'�as' ·crea'ting a 

· ·comp�ti tive a:dvan tage ·for foreign banks, is that a. fore·ign .bank may 
purchase a ·united States· bank,. bu�t· ·under -Douglas- a:n out�of..;,st'ate 
domestic: bank may "not· make: a 'compet::i:ng o·ffer . . � :La:·st ._spring the 
Congress enacted a·:three�month moratorium .on foreign bank acquisitions 
to permit the· regtilatorsto review this 'issue. · The Administration 
and ·the regulators have opposed :prohibiting foreign acquisitions. But 
we are under· growing pressure from expansion.;.oriented domestic banks 
either to close the door to the foreign ··banks or, preferably, to 
provide parity for our own institutions. 

Fifth, small banks can survive in competition with money center 
institutions. Twenty..,:two states permlt'statewide branching: of the 
more than 2000 banks in these states, over half have assets of less 
than $25 million. In the early 1970's, New York State authorized 
unlimited statewide branching, and the financial reverses suffered by 
the New York City banks in unsuccessfully trying to penetrate the 
upstate markets testify to ·the staying power of efficient small banks 
with a hold on local loyalties • 

. Geographic restraints have contribu-ted to important adverse financial 
trends in· the commercial banking ·industry.· The commercial bank share 
of the financial services industry has declined from 59% after World 
War II to 37% in 1979, and the failure to reduce competitive 
inequities is likely to produce a ·continuation of ·this trend. This 
has been accompanied by a decline in the worldwide position of 
major United States banks. In 1972, four out of the ten, and 17 out 
of the 50 largest banks in the world were United States banks; today 
the figures are two out of ten, and six out of 50. As consumers 
seek increasingly sophisticated bank services, a domestic banking 
industry not structured to provide those services will suffer a 
continued relative decline. That decline might not be objectionable 
per se if it reflected the inability of banks to provide services and 
offe·r prices· comparable to those of non-bank competitors. But it 
is inequitable and inefficient for government to force a: decline in 
this critical industry through the retention of antiquated restraints. 

III. Recommendations 

In view . of the. important. ·public policy concerns described above, 
we reconilnend.that .the Administration take the inteilectually 
responsible position ·:favored by past Presidential commissions that 
some degree of deregulation ··i:s warranted. ·Pol:itical-ly·,· ·however, 
it is impor,tant and .feasible to do .so in a ·way:that:avoids the level 
of fal-lout 'the or.iginal task force recornril�ndations would· create. 

·Based on conversations with Congressional staff and hundreds of 
bankers, ·it is clear that the draft report would r-epresent nirvana 
to a-relatively SmCl,ll member of.large institutions, primarily in 
New York City, ·but would be anathema to the preponderance, of the 
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industry and hold no realistic prospect for a favorable Congressional 
reaction over the short term. 

The approach suggested below would meet several objectives. First, 
it would >promOte ·our goaL ·of permitt'ing i'ncreased''competition while 
preserving the .· state·s·' existing author:i;ty' to _getertnihe their . respective 
statewide-. ban](ing str�c:tlJres and·.,avoiding. ·the �nirneqiate· ·threat of 
interstate branching.'('as;opposed 'to interstate-acquisitions) , which 
is the greatest. fear. of small banks and .'state ·bank supervisors. 
Second, ·it. would somewhat··.reduce the attractiveness o'f, the report 
to the money ··center' banks,' but provide a· base' of suppor:t among a 
wide range ·of ·regional-ins-titutions in Clevel·and, -Philadelphia, 
Houston, Charlottesville·, Atlanta:, ,etc. Finally,. it effectively 
addresses the foreign�acquis-ition ltinequity." issue. The options and 
recommendations are described below. 

· 

A. Should the Administration .endorse. "nationwide" banking? 

The original draft recommends "the eventual achievement of_na:tionwide 
banking." We regard this recommendation as substantively co:rrect 
but inflammatory; al·l but a relative handful of institutions would 
oppose any report making i-t explicit that Citibank and Bank of America 
could enter their territorie� on a·full-service basis. The resolution 
by the Association of Bank Holding·Companies favoring acquisitions 
on a contiguous state basis reflects the fact that the regional banks 
want broader authority to bank within their regions, but not·at the 
cost of penetration by the New·York banks. The smaller banks opposed 
to any liberalization are also most concerned about market entry by 
the very largest money center banks. 

Recommendation: 

The Administration should endorse a "significant liberalization of 
geographic restraints on a phased basis" and should remain silent 
on whether the liberalization process should go as far as nationwide 
banking. Relaxation of geographic restraints should be accomplished 
in stages to avoid short-term instability and allow for smaller 
institutions to establish a strong competitive position. 

B. Should the Administration indicate a preference for the liberalization 
of Douglas as 'opposed to McFadden,·and shou'ld we·make any spec�fic 
recommendations? 

The draft report suggests specific recoriunendations .. for liberalizing 
both Douglas and· McFadden, inc'lU:ding st·atewide branching and SMSA 
branching-a:Ut�ity for national banks "over the lon�errun ... --

We believe i.t
.

is. �either_necess�ry nor appropriate to-make specific 
recommendations with respect to either-Douglas or McFadden. The 
const·it).lency- favoring liberalization splinters over any specific 
formulation as to- how -that l-iberalization should be achieved; we 
can meet our responsibilityby.providing a candid description of the 
forces pushing toward liberalizati·on and a ·general indication of the 
d·irection that deregulation should take. ·Specificity would only be 
appropriate if·we were contemplating Congressional action this year; 
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our objective is to meet our statutory mandate and.provide a vehicle 
for discussion within the industry on an issue that the Congress will 
begin to address in 1981. 

Second, there are strong reasons why an emphasis upon Douglas (the 
interstate acquisition route) rather 'than: McFadden will'generate 
less opposition without sacrificing the objective of a: more competitive 
banking framew'ork'. :�here are·: powerful regulatory ·and political 
considerations . favoring: Doug-las�· · The most: impo�tant· f·actOr is that 
the modi-fication· of McFaddeil,is perceived:by.·.sm:allbanks·:and state 
regulators. as the'>great·est'threat··to the dual bank•irtg''System. There 
is deba·te over ·whether state c·ontrol over branching structure is 
truly integral to a viable dual·�ahking system, but it is certainly 
perceived to be. If national banks received either statewide or 
interstate branching authority, the 28 states which presently limit 
or prohibit branching would have no alternative but to allow state 
banks the same privilege or see large numbers of conversions to 
national charters. Interstate branching would also create supervisory 
problems for state regulators. Regulators would have to cross 
state lines to examine the records of a branch's head office, but 
under existing law they have no authority to do so. 

A liberalization of restraints on interstate acquisitions would 
avoid these problems� State branching ·structures would remain 
intact. Once an out-of-state BHC acquired a bank in a particular 
st ate, the bank would be subject to that state's branching laws. 
There would be no need for regulators to cross state lines to 
examine banks. Finally, there is precedent for mul.tistate bank 
holding companies. Twelve BHC's grandfathered under the Bank 
Holding Company Act of 1956 continue to do business in more than 
one state, with no evidence of any problems. 

On the merits, a decision to downplay McFadden is an imperfect 
solution, precisely because it would leave intact the anti-competitive 
structures of a number of states. The language suggested below would 
reflect our disenchantment with the effects of McFadden without an 
explicit commitment to seek its modification or repeal. In light of 
the virtually unanimous view that if and when the Congress liberalizes 
the·existing framework, it will choose the Douglas route over the 
short term, we believe that the formulation described below reflects 
a ·real1st1c agenda for ·the next several years. 

Recommendation: 

The report would indicate ·that there are two ways to achieve a phased 
liberalization: through the modification of-either McFadden or Douglas. 
As .be,tween the two, over· the short term a modification of. Douglas 
wouldhave a:less intrusive impact upon the existing regulatory 
structure and .. the dual·panking system, which the Administration supports. 
The Adminis.tration would indicate in a general way restrictions which 
could;:be ·attached to a 'liberalization of Douglas to avoid domination 
by the money center banks and to assure gradual change. For example, 
Congress could.consider initially restricting interstate acquisitions 
by imposing limit� on the markets that might be ent�red--i.e., 
acquisitions might .be limited to SMSA's or on a regional basis. 
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Congress might impose limits on the banks to be acquired--i.e., 
the purchased bank could not hold more than·a specific percentage 
of local market share. We would recommend that the Congress 
consider the importance .. of· assuring adequate safeguards against 
undue concentration and preserving the dual-banking system in 
devising an appropriate approach. 

Over the longer term, the Congress ·should .. consider what changes 
in McFadden might be appropriate in view of the findings of the 
report. We would riote .that significant improvements in b�mk 
competition ·and per-formance· could be . achieved in those areas where 
state laws significantly-limit the number of'competitors in- local 
markets, and we would' urge those states to consider liberalization 
of their ·statutes regarding intrastate branching. 

c. Electronic Facilities and Failed Bank Legislation 

Finally, we concur with the task force recommendation that the 
Administration reaffirm its existing support for legislation which 
would 1) make the deployment of electronic banking facilities 
subject to more liberal geographic restrictions than those imposed 
upon brick-and-mortar branches, and· 2) give the bank regulators 
broader powers to deal with failing banks. 

IV. Political Reactions and Timing Considerations 

We have reviewed these reconunendations with Congressional staff and 
the relevant· industry groups, and their reactions to cthe package we 
have suggested are outlined below. 

The Association of Bank Holding Companies will react extremely 
favorably to the report and, in particular, to its emphasis on 
Douglas. The American Bankers Association will defer judgment on 
the recommendations pending the completion of its own deliberations, 
but it will characterize the 300-page· study as a thoughtful and 
constructive discussion of an issue which must be addressed. The 
Independent Bankers Association, which represents the 5000 smallest 
institutions, has traditionally opposed all financial reform 
legislation, including the Regulation Q phaseout billi and will oppose 
liberalization in this area. However, they will indl.cate their 
approval of· 'the Administration's decision not to seek changes in 
McFadden� the retention.of McFadden is their highest priority. 
Congressional staff indicate that ·the Banking Committee chairmen 
w.:i_ll take no· position until the Congress reviews the issue next year. 
The New York Times urged a liberalization of Douglas in a lead 
editor'1al recently, anci favorable reactions from the national and 
financiaL press are expected,· although any reaction from the rural 
press is likely to be negative. 

The su:pmi�sion of,this report, which,was due in September, 1979, 

has been deferred several times at ·the request of the Banking 
Committee leadership and the regulators. The reasons which 
warranted those delays--consideration of the Regulation Q bill this 
winter and spring, and the regulators' failing bank bill earlier 

-I 
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this summer--no longer exist. We have not been criticized for 
delay thus far, but the failure to produce the report will be 
something of an issue if it is not submitted promptly. GAO will 
issue a report shortly concluding that the recently expired 
moratorium on foreign acquisitions of U.S. banks should be extended 
until the Administration produces the McFadden study. GAO's 
concern is that the Administration must address the foreign 
acquisition "inequity" issue. Second, the leadership of the 
American Bankers Association has requested that the report be 
available for its September 1 special meeting on this issue. 
Finally, the agency draft recommendations have been published in 
banking trade journals, and the broad assault on McFadden in the 
agency draft has riled bankers unnecessarily. The more moderate 
proposals we have suggested to you are controversial but far less 
inflammatory than what they believe is forthcoming. 

We recommend that the report be submitted .to Congress during the 
week of August 18. 

V. Decision 

Approve recommendations as modified 
(DPS, CEA, OMB, Treasury, Justice} 

Disapprove 
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