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THE WHITE HOUSE 
WASHINGTON 

20 Aug 80 

Zbig Brzezinski 

The 
the 
and 

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

Rick Hutcheson 

The Vice �resident 
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THE SECRETARY OF DEFENSE 

WASHINGTON. D.C. 20301 

August 8, 1980 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Significant Actions, Secretary and Deputy Secretary 
of Defense (August 2-8, 1980) 

ment Polic : To implement your --�r-�---.���--�--�--��T-�1-n __ V_l�. e-w�- o� continuing Congres-
sional and media interest in PD-59 strategic doctrine, my 
speech at the Naval War College a week from Wednesday will 
address our evolving strategic doctrine. The points I will 
emphasiz�--and the ones we will work to have the media 
understand--are: we are talking about what we could and 
(depending on the nature of a Soviet attack) would do in 

response to a Soviet first strike--nothing in the policy 
contemplates an American first strike; this evolution in our· 
doctrine enhances deterrence, because--like our nuclear 
modernization programs--it emphasizes the survivability of 
our forces, and it conveys to the Soviets that any or all 
of the components of Soviet power can be struck in retali
ation, not only their urban-industrial complex; finally, the 
pursuit of careful strategic policy decisions such as this 
one, and not reckless searches for "superiority" or indis
criminate weapons procurement programs, is the prudent way 
to assure our security. -fC) ... \ .  

Egyptian Negotiations: Assistant Secretary Dave McGiffert's 
meetings with Egyptian Vice President Mubarak and General 
Badawi, Minister of Defense, were successful in securing 
agreement in principle for increased U.S. access to Egyptian 
facilities, particularly Ras Banas, and for joint U.S./ · 

Egyptian exercises. We are now working to develop a stra
tegy to negotiate a detailed agreement on Ras Banas, and 
hope to reach an accord during follow-on meetings later this 
month in Cairo. -(S)-

NATO Family of Weapons Concept: Yesterday we signed a 
Memorandum of Understanding with the UK for development and 
production of the Advanced Medium Range Air-to-Air Mi��ile 
and the Advanced Short .Range Air-to-Air Missile. This -
agreement implements one of the first programs in our Family 
of Weapons concept, an.initiative designed to avoid duplica
tion of development costs among NATO allies. West Germany 

Sec De f 
cia'$ s :!i ed by·_::;A=u;.g....:S;r:.:, :.,rn:gn:grr:G:------
Uc�lassify ont __ _:.:�:.;..-------

SECRET 
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and France are expected to sign the MOU next week. Under 
this program, we will develop and produce the medium range 
missile and the UK and West Germany will jointly develop and 
produce the short range version. (France has a special 
status as a signatory government; it retains the option to 
become a full participant at a later date, but for the 
moment they are trying to have it both ways--to gain infor
mation from this association, and then use it to build a 
competitive missile of their own.) This program will save 
an estimated $200 million for each missile system, facili
tate cross-servicing of armaments in NATO, enhance aircraft 
armaments interoperability, and substantially reduce logis
tics costs. (U) 

Marine AV-8B Harrier Aircraft: The V/STOL Harrier is ready 
to begin Full Scale Engineering Development. There is a 
serious question, however, whether the Marine Corps require
ment for 336 aircraft represents an economical production 
quantity. Moreover, whether it makes sense to procure the 
aircraft- at·all also depends on the anticipated level of 
U.S. defense budgets during the next five years. 

The UK has completed its own technical evaluation of the 
AV-8B and is anxious to enter a joint program with us. Such 
a venture would allow the British to discontinue their other 
on-going V/STOL development programs, as well as add a 
minimum of 60 aircraft to the initial buy. In addition to 
significantly enhancing third-country sales potential, a 
joint program would also be consistent with our NATO 
Ratiortalization-Standardization-Interoperability objectives. 

Yesterday the British Chief of Defence Procurement visited 
me to press for a decision on the joint p�ogram, and to gain 
assurance of our support before terminating their separate 
V/STOL efforts. I agreed only to consider the matter as 
part of the FY 82 budget process. �C) 

2 

Industrial Responsiveness Study: I have become increasingly 
concerned about the inflation and schedule delays apparent · 
throughout the entire aerospace industry and the expected 
impact on DoD acquisition programs. As a result, I have 
asked the Defense Science Board to study these problems--as · ·  
well as other related is�u�s such as industrial productivity�
and to recommend short- and long-term remedial actions.- ··I·,--
expect this task force of prominent outside engineer� and __ _ 
businessmen to develop a broad spectrum of proposals ":to .. 
increase the productivity of defense ·industry� The study� 
·report will consider changes in ·investment policy, modifi-
cations in contracting �roc�dures, and enhancement of 
indl:lstry competition. '(U) 

;.\ .. : ·.- - - · •. ').--••• :-"J:_,-...... ,-
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THE PRESIDENT'S SCHEDULE 

Wednesday August 20, 1980 

8:00 Mr. David Aaron The Oval Office. 

10:00 Mr. Jack Watson and Mr. Frank Moore. 
The Oval Office. 
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THE WHITE HOUSC 

WASHINGTON 

8/20/80 

Lee Robinson 

The President asked me 
to send you the enclosed 
copy of your letter with 
his note along with 
his best regards. 

A 
Susan Clough 

.• 
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From the desk of ... 
W. LEE ROBINSON 

August 15, 1980 

Susan: 

Please make sure the President sees this 

letter. I will be in town on August 22 and 23, 

and would like for him to know that. 

I appreciate your helping me on this. 

u 
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LEE ROBINSON 

SENATOR 

TWENTY-SEVENTH DISTRICT 

August 15, 1980 

The Honorable Jimmy Carter 
President of the United States 
The White House 
Washington, D. c. 20500 

Dear Mr. President: 

Four years ago while I was campaigning for you 
someone decided to challenge me for my seat and as . 
you recall, I had to stop long enough to defeat him. 
Well, history has a way of repeating itself and this 
year someone challenged me again and once again we 
were able to defeat him soundly. 

I wanted you to know that is behind me now and 
I am willing to do anything that you or the campaign 
needs of me. 

Also, the next two weeks, I will be in Ft. Indian 
Town Gap, Pennsylvania at Command General Staff College 
on Reserve Duty,.but will be travelling to Alexandria, 
Virginia to be with my brother John on the middle week� 
end. I read in news accounts that you will be in Boston 
on Thursday, but if you should pe back at the White House 
that weekend·. and need a running partner, I did bring my 
running gear. I thought it would give us an opportunity 
to visit with each other, and I could tell you some of 
the interesting things I heard during the past three 
months of campaigning. 

If this is possible, Susan could reach me at Johns 
at 703-683-5903. I will be looking forward to seeing 
you. With warmest personal regards. 

s

z
e

tt 
Lee Robinson 

' .  



THE WHITE HOUSE 

WASHINGTON 

20 Aug 80 

Jack Watson 

The attached was retur ned in 
the President's outbox today 
and is forwarded to you for 
your informati on. 

Rick Hutcheson 
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THE WHITE HOUSE 

WASHINGTON 

20 Aug 80 

FOR THE RECORD 

FRANK MOORE RECEIVED A CO?Y 
OF THE ATTACHED. 



NAME Paul Tsongas . 
. • 

TITLE United States Senator 

CITY/STATE Massachusetts 

Phone Number--Home (703) 836-1372 

Requested by Frank Moore 

*Date of Request 8/19/80 

Work (2 0 2) 2 2 4-2 7 4 2 
Other(

_
) ______ _ 

*We request these calls be 
made by COB today. 

INFORMATION (Continued on back if necessary) 

As you know, the Senate passed the Alaska Lands legislation this 
afternoon by a vote of 78-14. We feel that thank you calls 
would be appropriate to Senators Jackson and Tsongas. 

· 

1. I would like to thank you for your help over many months in 
getting this legislation passed. 
2. I'm pleased that you will be accompanying me on my trip to Boston. 

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

NOTES: (Date of Call 

NAME Henry "Scoop" Jackson 

(Chairman, Energy & Natural 

TITLE United States Senator 

etectrosta�tBc Cc5)y M�de 
for Presewmtlon Ptn•poHA 

Resources Committee) 

/dl4 
CITY/STATE Washington 

Requested by Frank Moore 

Phone Number--Home (202) 363-4934 
Work (202) · 224-3441 

Other(
_

) ______ _ 

INFORMATION (Continued on back if necessary) 

* Date of Request _..::.. 8:._1.::: 1..:.9:_/..:.8..:.0 __ 

*We. request these calls be 
I 

made by COB today. 

As you know, the Senate passed the Alaska Lands legislation 
this afternoon by a vote of 78-14. We feel thank you calls 
should be made to Senators Jackson and Tsongas. 

1. I would like to express my appreciation to you for your 
hard work in passing this bill. You have demonstrated fine 
leadership ability. 

-- ----- ----------------- - ----- ------------------------ -------------- - - -- -- - - ----------

NOTES: (Date of Call J/- // ) 

�Q/Pt /Y1 ch? / 

�tfh 
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THE WHITE HOUSE 

WASHINGTON 

August 18, 1980 

Mr. President -

Senator Cranston called for you at 5:15 p.m. and asks 

that you return his call. 

p---·--·--·-!;) Frank and Dan Tate say he may just be callii)._g to .. wish 
'' ........... ----"--···-·--·-·•··-----·"·"··-··--- ... --........... _,_ ......... ___ , _______ , __ .... �-�well after the Co�

.

��!
-
��-=-=

·
�

-::::,
/r he may have 

heara-t·ha-t-OMB-i·s-gol'ng to recommend to you a veto 

on the Veterans Health Care Bill. He will lobby 

otherwise. Frank recommends that you simply say 

you haven't had a chance to look at the bill yet. 

' '�··· ' � 

�lectrost!ltlc Copy Ms'l!l0 

for Prese�at!on PYrJM)H$ 
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EYES ONLY 

THE CHAIRMAN OF THE 

COUNCIL OF ECONO
.
MIC ADVISERS 

WASHINGTON 

August 18, 1980 

EQectrost�tUc Ccpy Msde 

for Prelli@ntliltion Purpooos 

MEMORANDUM FOR THE PRESIDENT 

From: Charlie Schultze � t,S 

Subject: Revised estimate of GNP in the second quarter 
(released at 10:30 a.m., Tuesday) 

This month's revision in the estimate of GNP'"in the 
second quarter is virtually unchanged from the originally
published estimate released last month. 

GNP is now estimated to have declined 9.0 percent 
rather than 9.1 percent. This trivial difference has no 
meaning except that the 9.1 percent original estimate tied 
the record drop in the first quarter of 1975. Otherwise 
there is no news in the revision. 
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THE WHITE HOUSE 

WASHINGTON 

20 Aug 80 

FOR THE RECORD 

JACK WATSON RECEIVED A COPY 
OF THE ATTACHED . 



• 

NAME Irving Shapiro 

TITLE 

--���------=-�------�--�� C hairman of the Board, Chief Exec Officer (CEO) . · 
E.I. duPont de �emours & Company, Inc. 

· · 

------------------------------
Requested by Jack Watson CITY/STATE ------------
Date of Request Aug 19, 1980 Phone Number--Home (_) __________ _ 

Work (_) ______ _ 

Other (30� 428-6307 (Wilmington Memorial Hospital Room 307) 

INFORMATION (Continued on back if necessary) 
Irv is in .Wilmington Memorial Hospital where he will. be operated on tomorrow 
for a hernia. It is therefore important for you to call him tonight. 

'l'ALKI1�G POirJ'l'S 
(1) I heard that you were on the Phil Donahue Show last week and said 

that if your country called you would serve as a Corporal if needed. 
·I am calling to ask you to serve as the Chairman of the Synthetic 



:
, ,,:i;: ,:· 

Fuels Corporation. Your country needs you. I want you to come in to 
talk with me.about this. 

If he declines, tell him you want him to serve as a Member of the Board 
and ask his OP.inion about William May (CEO, American Can); Donald 
Smiley (C:t::O, Mc::�.cy's); Fletcher Byrom (CEO, Koppers); and John Sawhill 
(Deputy SecretaFY of EnergxJ -- which would be the best Chairman? 

.,. :-.\ . - ' --�-'� 

Electrost�t�c Copy Made 

for Preservation Purposes 

... 



. : 

_-, 

;. 

-

-

-

�

-

_: 

_

_ 

.__ 

•....:! - . - - -:.  -:! ..... �-:-
- --

- ��� �-�-. �:.;.����=:�:�-�=:-_·::� 
........ �--·--=--- :-• ---=-- :::..:-.;.L --- 1 

-:':'".-=--.-�-

.:� 

--- : --::-::...._-=:...·.:: ••• _,. 

::·:--:--";-:.:,...;;_�--z:�-- :-
' � - - -�'...-- ... 

- :�.--

------·--·- - · ----'""""'· -

,... 

__ .;;
;...::,

.
;:;-

.:-:
.!: .• 

�
-.,. 

_"7 

�
=-

..: 
_ __:_·. 

-· 
-

-
�

· -
-= 

'"::.
--;

-:..:_ 

-;7•
��7�

: -

...J. · ·· ·-·- -- --���··• I 

.�_ .. ·_-_-_ 

--- • . -:-
·
= -<'-=--:- ·.J. . _: ... _""'; 

-.--·-

THE: WHITE: House: WASHINGTON 
20 Aug Bo 

Stu Eizenstat 

The att th ached e Pres· 
Was ret and · �dent's urned in �s forw outb0 appropr· arded t x t oday �ate handl'

o You for �ng. 

Rick 
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E�ectrostatOc Copy M�rie 

for Preservation Purpolies 

�resident of The United States 

:Dear Jimmy: 

DeSoto, Georgia 
August·6, 1980 

J�� 
j,,{� 

�r;:� 
The credit situation in agriculture·; is at the cr1s1s 

-::;--stage. Inflation has taken a heavy toll on the items the 
� farmer uses for the production of crops. The USDA'S figures 

show an increase of 156% from 1970, to 1979, but the price 
he received for his commodities have remained at basically 
the same level and in some instances are even lower. Farm 
debts are at an all time high. Outstanding farm debt in-
creased by 15% from January 1, 1�79 to Jahuary 1 � 1980. 
($137.5 billion to 157.8 billion.) 

We feel that with farm sector already burdened with 
credit problems and now the most severe drought in recent 
years, will cause the collapse of not only farmers.but many 
agri-buniness as well. 

This problem is of such serious proportions that it must 
be addressed immediately. l 

We think that the very nat_ure of the problem and the 
impact that a collapse of agriculture would ha�e on �n already 
ailing economy would be devasting to not only the U.S., but the 
entire world, but we feel that �he solution to the problem can 
be achieved in a manner that will not cause a major increase to 
the 1980/81 budget. 

This can be done by granting a three year moratorium on all 
FMHA and SBA agricultural loans. This is not forgiveness of the 
debt, but simply giving farmers a period of time to regroup and 
get their financial business in order. 

'ji' 

By granting the moratorium; and. sending fa�mers to local 
banks to borrow their operatini money. A'.prbgram is presently 
available through FMHA in which they will grarantff,90% of the 
loan, but yet the local banks make and administer'the loans and 
more particularly are able to exercise more control as to how the 
money will be spent. This will also keep the government from 
having to pump billions of dollars of new appropriations into 
FmHA. 

By granting the moratorium and letting the farmers use the 
money from this years crop to pay off debts and replace wornout 
equipment will pump money into the economy that will reach from 
the bottom to the top. This will.do more to hilp the economy 
than a tax cut or any other quick fix remedies ·that might be 
applied. (The debts by farmers and ag. related business will be 
paid if they are given some additional time.) 
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I feel that it would also be possible for the disaster 
programs to be handled through the banks on a guaranteed basis. 

It is urgent that we the following�bank�rs, representatives 
of the American Agricultural Movement, and representatives of 
Food Producers of America sit down with your staff and go over : 
the details of how the program would work. 

John M. Bloodworth 
Pineview State Bank 
Pinewiew, Ga. 

Randol Cone 
People Banking 
Boston, Ga. 

Tony Edmondson 
Citizens Bank 
Vienna, Ga. 

Bill Meadows 
Pulaski Banking 
Hawkinsvill, Ga. 

Hal Peavy 
Middle Georgia Bank 
Byron, Ga. 

Pat Joyner 
Middle Georgia Bank 
Byron, Ga. 

W.E. Shammos 
Cordele Banking Co. 
Cordele, Ga. 

Down G. Davis 
Production Credit 
Hawkinsville, Ga. 

Luke Flat 
Citizens Bank 
Americus, Ga. 

Jimmy Miller 
Bank of Pinehurst 
Pinehurst, Ga. 

Marvin Ragan 
State Bank & Trust Co. 
Unadilla, Ga. 

William D. Hart 
The Bank of Macon Co. 
Montezuma. Ga. 



THE WHITE HOUSE 

WASHINGTON 

20 Aug 80 

Frank Moore 

stu Eizenst at 

The attached was returned in 

the President's outb ox today 

and is forwarded to you for 

appropriate handling. 

Rick Hutcheson 

The Vice.President 

Jack watson 

Gene Eidenberg 

Al McDonald 
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THE WHITE HOUSE 

WASHINGTON 

August 8, 1980 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR THE PRESIDENT 

FROM: FRANK MOORE �·\j'J\ �r-� 
STU EIZENSTAT � 

SUBJECT: Weekly Legislative Report 

lt:DectrostatDc Copy M®de 

for PreseftfatlcB'I! Purpon.� 

The House was in recess all of this week and the Sepate recessed 
on Wednesday for the Democratic Convention. No subcommittee or 
committee meetings are scheduled for next week. Both houses will 
reconvene on Monday, August 18, 1980. 

I. DOMESTIC POLICY ISSUES 

1. Alaska Lands 

The prospects for Senate action on the Alaska Lands bill 
remain in doubt. Little, if any, progress was made this week 
in breaking Senator Gravel's filibuster. Senator Byrd filed a 
cloture petition on Tuesday and has scheduled a vote for 4:00 p.m. 
on Monday, August 18. If the first vote fails, a second cloture 
vote has been scheduled for Tuesday. 

As a result of negotiations during the past week, the Tsongas
Jackson compromise has been significantly improved. Out of 
deference to the environmentalists, we have not taken a public 
position on the compromise. However, it is as good a result as 
we could ever hope to achieve. 

Over the next ten days, we hope the Alaska Coalition will come 
to realize the perilous state of affairs in the Senate and the 
value of accepting the compromise. Congressman Udall has indicated 
his willingness to accept the compromise, but he does not want to 
break publicly with the environmentalists at this time. If the 
environmentalists or Congressman Udall do not publicly adopt the 
compromise, it will be almost impossible to obtain cloture and, 
therefore, likely that Senator Byrd will refuse to spend additional 
time on the bill. CL, Stu and Secretary Andrus met with the 
Alaska Coalition. They will support· cloture and, ultimately, will 
most likely support the Senate substitute. 
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2. Fair Housing 

2 

The Senate Judiciary Committee �ast week reported the Fair 
Housing bill after agreeing to two damaging amendments. The 
Heflin Amendment would require cases brought by "testers" to be 
heard by the courts rather than by administrative law judges. 
The Hatch Amendment allows appraisers to indicatecthe racial 
composition of a neighborhood unless it can be proved that the 
intent of such a statement was to violate Title VIII. 

3. Rail Deregulation 

House consideration of the Rail Deregulation bill will resume 
on August 26. Shippers, Conrail, and some railroads are working 
to aphieve a compromise acceptable to Representatives Florio and 
Eckh�rdt and Senators Long and Cannon. 

� 

Secretary Goldschmidt is expected to discuss the situation with 
Florio during Convention week. 

4. Regulatory Reform Legislation 

On Wednesday the Senate approved the Small Business Regulatory 
Flexibility bill. We are hopeful that the House will move -quickly 
to pass the Senate version. We have spent the past sev.eral weeks 
negotiating with House and Senate staff� incl�ding the Speaker's 
Office, to find a proposal acce�table to all sides. The Senate
passed bill is part of the Administration's overall regtil�tory reform 
effort and a very high priority of the small business,community. 
The bill is intended to encourage regulatory techni_ques·sensitive 
to the special needs of small business and would· ·r.e·quire analysis 
of proposed rules, consideration of less burderisome options, and 
systematic re-examination of existing rules to see whether they 
should be dropped or modified. 

Prompt House passage will require that Congressman Ir�land, the bill's 
sponsor, and C<;mgressman Neal Smith,· Chairman of the. Small Business 

Committ�e; ac�ep� the .Senate bill rather than the vetsion their own 
committee reported. This will allow us to· pass the bill on the 
susperision'calendar and thus avoid the possibility of a legislative 
vetq Pr6visibn b�ing added to the bill. 

O�T�esday� the Senate Governmental Affai�s�Committee unanimously 
reported th� Admini�t�atio�'-s· Paperwork Reduci{on bill. Prospects 

,for �nactment of this bill,-which has already passed the House, are 
good. � · 

· · · · · · 

Me-an.while;· the·-oriinibus· regulatory reform bill remains in limbo. 
Negotiat.ioris continue· between the Senate Governmental Affairs Committee 
arid the Judiciary Co�mittee to �etermine whether a joint vehicle 
can be ag�eed tipon fd� rloor action. No markups have been scheduled 
in the House Judiciary Committee and no approach has appeared which 
would eliminate the. legislative veto provision that prompted Chairman 
Rodino to �top adtion op the bill. 

f • � 
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5. VA Physicians Pay Bill 

3 

This troublesome bill, which overwhelmingly passed both houses 
last week, will not be enrolled until after the Congress returns 
from the recess. Therefore, the bill will not come to your desk 
until aft�r the Ame�ican Legion and Veterans of Foreign Wars 
conventions are over. 

6. . Agent· Orange 

The Interi��nci:�orkgroup studying the health effects of exposure 
to Agent Ora�ge·in Vietnam has recommended to the White House that 
the Air F�rc� proceed to tlndertake the Operation Ranch Hand study 
of veter�ns highly exposed to Agent Orange in Vietnam. This recom
mendation �as mad� despite criticism by the National Academy of 
Sci�nces that the_Air Force does not have the credibility to do 
this study. The Scientific Panel of the Interagency Workgroup 
believes that the NAS criticism is not justified and that a 
decision to move the study elsewhere would result in an unnecessary, 
lengthy delay in initiating this important study. Frank Press and 
Stu are reviewing the Workgroup's recommendations. 

II. ECONOMIC ISSUES 

1. Economic Renewal Package 

The EPG is near final agreement on the Economic Renewal package. 
Current plans call for us to undertake consultations on the Hill 
and with key constituencies the week of August 18 and present the 
program for your final decision in time to permit announcement on 
or around August 25. 

2. Status of Appropriations Bills 

��ere 'was no .further action this week on appropriations bills. 
The H�tis�·�has passed 8 of the 13 appropriations bills, and 
T�eas\.iry..:.Postal Appropriations is tentatively scheduled for 
floor �6tion-6n August 19. 

The Foreign Assistance Appropriations bill has been taken off the 
tentative schedule ·for the House. ·_ This causes us a great deal of 
concern bec(3_use --rt. w_ill be virtually imposs'ible to pass the FY 81 
.appropriations_before October 3. if we don't get started immediately 
upon Congress' return. Wehope you willbe able to bring this 
i��u� up at:the·n�xt Le�dershi� Breakfast. 

Def'�n'se Appropriations is still being marked up in subcommittee, 
with �xpect�d.completion on August 19 or 20. Subcommittee markup 
of D�C. Appropriations arid L�bor-HHS has been completed. 

-� 
. 
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3. Tax Reform Act Amendments 

4 

Senators Nunn and Chiles have discussed with you their attempt to 
amend the Tax ·Code to allow IRS to disclose more information to 
law enforcement agencies for the inve�tigation and prosecution of 
non-tax cri�es. The _DPS staff has n�go�iated an agreement between 
IRS and Justice where we will be able to suppqrt the Nunn bill with 
the ·exception of .a provision which allows redisclosure to State 
aut6orities. The Senators have modified their original bill to 
accommodate almost all the Administr�ti6n's concerns. We have 
offered to work activ�ly with them to�ards enactment. 

III. FOREIGN POLICY 

1. Exim Bank 

On July 30 the House passed a special supplemental for Exim which 
included $251 million in direct lending and an additional billion 
in lending from private market guarantees to bring Exim up �o lending 
levels of $5.1 billion -- the original Administration request. On 
July 31 the Senate substituted a Garn version which incr�ased the 
amount -of direct !endings to a�.level which the Administr-ation found 
unacceptable because of its FY 81 and out-year budgetary effect. 
The Senate proposal was sent back to the House where no�action was 
taken. After the recess the House will send its version back to 
the Senat�. Exim, in conjunction with indu�try, has launched an 
intensive effort to get the Senate to reverse its�lf. 

2. Grain Embargo Hearings 

The· Senate Banking Committee is holding hearings August 19 on "the 
effectiveness of the restrictions on grain and high technology 
exports to the USSR as well as on S. 2855, a bill to re�cind the 
gr�in embargo. We do not believe that Chairman Pr6xmir� supports 
th � :·rescission bill. But having received. a let.ter from. over 30 
.Seria:tors. requesting the hearings, it would b� ciJfficult for him to 
deny "·th� r'e_quest. ·.As you rememb�r ,. Secretary · Klutznick 's commitment 
to· report to .·:the Committee deferred these hearings_; in July_. 
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TENTATIVE PROGRAM FOR THE HOUSE OF REPRESENTATIVES 

MONDAY 
August 18 

1. 
2. 
3. 
4. 
5. 

H.R. 5208 
H.R. 6755 
H�R. 4124 
H.R. 7267 
H. R. 7702 

· H. R. 6080 

Susp�nsions (13 Bills) 

-- .Hay Transportation Deregulation 
Wood Utilization Act of 1980 
T�le River Tribe Land Settlement 
Siletz Tribe Reservation Land Settlement 
California Wilderness Bill 

6. 
7. 
8. 
9. 

H� R •. ·. 7'05"4 
H.R� 7139 - 

H.R. 5381 

Duty Rates Conversion on Unwrought Lead 
Tariff Amendments on Pla�tic Netting 
Wrapper Tobacco Duty Suspension 
Federal Property and Administrative 

10. 
11. 
12. 
13. 

s. 1863 
H.R. 6665 
H.R. 7859 
H.R. 6550 

Services Act Amendments 
U.S. Savannah Charter Act 
Marine Pollution Protocol Implementation 
Educational Assistance to Refugee-Impacted Areas 
International Center Act 

H.R. 7262 

H.R. 7299 

TUESDAY 

Housing and Community Development Act 

Mental Health Systems Act 

August 19 

H.R. 7583 -- Treasury-Postal Appropriations, FY 81 

WEDNESDAY AND THE 
BALANCE OF THE WEEK 

_August 20, 21, 22 

· · H-� R_. 7765 Budget Reconciliation Act 

:: H� R�',7265 � .. :.- DOE Au�horizations of Defense Programs 
� 

-. , .  

H.R� ;71,15 . .;.� National .Science Foundation Authorization, FY 81 

----------- ---------• ' ' , I 

The House is scheduled to adjourn from August 29 through September 2 
and the Senate from August 28 through September 2 for the Labor Day 
recess • .  

.' . 
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.(iL. THE WHITE HOUSE 

WASHINGTON 

20 Aug 80 

FOR THE RECORD 

RAY JENKINS RECEIVED A COPY 
OF THE ATTACHED. 
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FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

August 18, 1980 

Susi\ll,.. CLOUGH zq:. 
RAY JENKINS � -� 
Huey Long Play 

Electrostatic Cc�y M�de 

foil' Presentst!on P�rpoies 

About a year ago, a play based on the life of Huey Long, 
drawn largely from T. Harry Williams' prize-winning 
biography of Long, enjoyed considerable success during 
a month's .run in Washington. The play was writteh by 
Larry King and performed by John Daniel Reaves, a Wash-

·ington lawyer and amateur actor. 

Reaves, an old friend of mine and an unflagging supporter 
of the President, has offered (he speaks also for Larry 
King) to hold a special performance as a fund-raiser. , 
I have related this to the proper people, who now have 
the idea under active consideration. 

But it occurred to me that the President might like to 
see the performance, perhaps as a substitute for a film // 
in the Family Theater. If this proposal has merit, let /f 
me know and I'll pursue the details. 

)\\ t 
,y ol\( � 
{l �f' �� '· 
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MEMORANDUM 

From: 

Subject: 

THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

August 19, 1980 

FOR THE PRESIDENT 

Stu Eizenstat � 
Charlie Schultze C. L--> 

!l!�sctrcstarf:lc Ccpy M�de 

for PreeaNEltlon Puvpoeee 

Budget Cuts under Reagan-Kemp-Roth 

As you know, OMB is currently refining its analysis of 
the spending cuts necessary to achieve a balanced budget in 
a Reagan-Kemp-Roth (R-K-R) world. In observing this exercise, 
we have been impressed with the difficulties in providing 
precise estimates of these cuts. The reason for the 
difficulties is that the size of the needed expenditure 
cuts depends on the degree to which GNP is expanded by the 
tax cuts. While the R-K-R "free lunch" assumption -- that 
economic expansion is so large as to prevent any reven�e 
loss -- is obviously absurd, some GNP expansion would 
nevertheless occur. This expansion would increase tax 
revenues and offset some of the initial revenue loss. It 
would, therefore, reduce the spending cuts necessary to 
balance the budget. Estimating the needed expenditure cuts 
is further confounded by a number.of technical but very 
important issues, such as how the Federal Reserve might 
respond to the huge tax cut. 

These technical issues aside, the sense of what you have 
been saying about R-K-R remains perfectly valid. Balancing 
the budget, with R-K-R in effect, would require massive 
spending cuts which would gut a huge number of vital Federal 
programs. While it is obviously more dramatic to characterize 
the situation as one requiring us "to close down the government," 
we think it unwise to lock ourselves into this extreme position, 
in view of the uncertainties noted above. The use of language 
that conveys the sense of massive and highly unrealistic 
cuts would make the point without giving Reagan room for 
rebuttal. 

Our own �rgument loses credibility when we imply he would 
have to eliminate the rest of the government. The point is 
massive reductions would be necessary but Reagan is unwilling 
to say where • 
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THE WHITE HOUSE 
WASHINGTON 

20 Aug 80 

Lloyd Cutler 

The attached was 
President's outbox 

returned in 
the 
and is forwarded to you 

handling. 

today 
for 

appropriate 

Rick Hutcheson 
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THE WHITE HOUSE 

WASHINGTON 

August 19, 1980 

MEMORANDUM TO THE PRESIDENT 

FROM: LLOYD CUTLER 

lf]eciro§t�tic Copy Mad� 

fou Praseij'VatSon P�fPfi.��!'; 

SUBJECT: BILLY CARTER - INQUIRY BY JUSTICE OFFICE 
OF PROFESSIONAL RESPONSIBILITY 

En route from New York to Washington last Friday, Al Moses 
and I discussed with you the attached memorandum from 
Michael Shaheen of the Office of Professional"Responsibility. 

Also attached is a draft of the reply we propos� to send 
to Shaheen. 

Paragraph 1 deals with the examination of your personal 
records. As agreed in our discussion Friday, it lays the 
groundwork for objecting to an examination of all your logs 
and personal notes. 

Paragraph 4 deals with Shaheen's request to take a "sworn 
verbatim statement" (i.e., a deposition) from you. While 
we think you should agree in principle to provide such a 
statement, we have reserved on a number of procedural issues, 
such as timing, presence of counsel and advance agreement 
on subject matter. 

Approve Disapprove 
------- --------
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THE WHITE HOUSE 

WASHINGTON 

August 19, 1980 

MEMORANDUM TO MICHAEL E. SHAHEEN, ESQ. 
Counsel 
Office of Professional Responsibility 
Department of Justice 

FROM: LLOYD N. CUTLER, Counsel to the President 
ALFRED MOSES, Special Counsel to the President 

This is in reply to your memorandum of August 8, and will 
supplement the telephone discussions between Mr. Cardozo 
and Mr. Rogers. 

President Carter has made it a policy to cooperate with all 
legitimate law enforcement proceedings and investigations, 
and will cooperate in the investigation described in your 
memorandum. He has directed his staff to cooperate as well. 

As to your specific requests, our responses are as follows: 

1. The President's appointment and telephone records 
over approximately the past two yaars have been stored in 
computer-accessible form that provides access to any name 
and any date, but for purposes of responding to legal 
inquiries manual checking is also desirable. If you will 
advise us as to the names you wish to be checked over a 
specified period of time, we will provide you with � 

relevant entries and permit you to make copies. The 
President's appointment and telephone logs and other records 
contain classified information concerning the occurrence of 
meetings and conversations with foreign heads of government 
and other foreign officials, as well as the occurrence of 
numerous private meetings and conversations, which are not 
sven remote� relevant to this investigation. Accordingly, 
we do not believe it is necessary or appropriate for your 
office to examine all such records. 

2. If you will advise us of the names of the other 
White House personnel whose appointment and telephone logs 
you wish to review, we will make appropriate arrangements 
to provide you with� relevant items from such logs and 
permit you to make copies. 
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IEDsctW"c9tartftc Cc�y M�d® . 

for Presen.rtiitSon PurpQ@�' 

3. The President's report of August 4 to the Subcommittee 
of the Senate Committee on the Judiciary and his responses 
of August 18 to the inquiries of the House Committee on 
Foreign Affairs and on the Judiciary contain copies of all 
memoranda and notes of .the President and members of the White 
House staff relevant to the respective inquiries of these 
Committees. We believe these inquiries include every issue 
included within the scope of your investigation as well as 
other issues. The report and the responses, as well as all 
attached documents, are cvf course available to you and your 
staff. If you believe your investigation requires the review 
or production of any other documents, we shall be pleased to 
discuss any such request with you, subj ect to the limitations 
set forth in paragraph 1 above. ..w>_ L 

-:L f d- I S J �� 
4. Should you ultimately concludeAit is necessary to 

take a sworn verbatim statement of the President, the 
President is prepared to provide such a statement at a time 
and place to be arranged and under appropriate procedural 
conditions as to sub j ect matter, presence of counsel and 
other subj ects. He has directed other members of the White 
House staff to make themselves available to provide statements 
on a similar basis. In order to conserve the President's time 
and to avoid repetitious inquiries in the light of later 
acquired information, we suggest that your office complete 
the taking of all desired statements of other White House 
officials before taking the President's statement. 

5. Alfred Moses, Esq., Special Counsel for this matter, 
will assist you in arranging for �desired reviews of docu
ments and interviews. Since we assume you will desire to 
take a statement from Lloyd N. Cutler, we suggest that all 
further inquiries be directed to Mr. Moses . 



Office of Professional Responsibility 

Washington, D.C.105JO 

AUG o 1980 

MEMORANDUM FOR THE COUNSEL 
TO THE PRESIDENT 

This is to advise you formally that this Office is cond ucting 
an investigation into certain aspects of the "Billy" Carter matter. 
Enclosed is a copy of Department of Justice Order No. 907-80, which 
sets forth our juris dictional auth ority. 

A ssisting this Office in its investigation are seven Special 
Agents of the Federal Bureau of Investi gation. Two of those 
ag ents--Drew A. Carr and James S. Tatman--have been asked by this 
Office to review all appointment and telephone logs of relevant 
W hite House personnel, including the President; t o  make copies 
of those logs pertinent to our inquiry; and, w here appropriate, 
t o  seek copies of agendas or notes which pertain to relevant 
meetings. They have also been asked to obtain copies, as origi
nally submitted, of all materials forwarded by the President, by 
you or by members of the President's staff to the Congressional 
C ommittees reviewing "Billy• Carter matters. After these materials 
have been collected and reviewed, it will be necessary, in order 
for us to pursue our investigation, for pers onnel of this Office 
to take a sw orn, verbatim statement of the President regarding 
certain matters, including his meeting on June 17, 1980, with 
Attorney General Civiletti. Similar statements from members of 
his staff will also be necessary. 

We ask that you inform the President of these matters and 
seek his cooperation, as well as that of his entire staff, with 
our investigation. We also request that you or your designee 
assist us in arranging for these interviews. We will inform you 
of those individuals whose statements will be necessary and when 
we wish to take their statements. 

If you have any questions regarding these matters, I can be 
reached at 633-3365. 

JR. 
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AUG 3 1980 

tJ!EMORAI�DUH FOi<. THE COUNSEL 
. 

TO THE ?RESIDENT 

. 1 that t.'lis Office is conducting 
This is to advlse you �ormal y 

f the waillyw Carter matter . . . t certa1n aspects o • 
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an investigatlon 1n o 

t f Justice Order No. 907-8 ' 1C 
Enclosed is a copy of Departrnen o . 
sets forth our jurisdictional author1ty. 

. . . 'nvestigation are seven special 

Assisting this Offlce ln lts 1 . 
tion Two of those 

Agents of the Federal Bureau ofsln�:�;���-hav; been asked by this 
agents--Drew �· Carr and �am�!nt• and telephone logs of rele�ant 
Office to revle\oT all api;>01�t 

d in . the President; to make cople6 
��hite House personnel, lnc u � 

iry· and where appropriate, 
of those lo�s pertinent to our �n�uwhi�h pe�tain to relevant 
to seek coples of agendas or no e

ked to obtain copies, as origi
:;neetings. . They have also bee� 

a�: forwara�d by the �resident, by 
� ... llu D.llhmJ.t:.tAd-_af_.a.LL_mate��----- - _._ ... =-;a; ........., ... 1. .... c...,n"3re:5siona� 
Co��ittees reviewing •ailly• Carter matters. After these �aterials 
have been collected and reviewed, it will be necessary, in order 
for us to pursue our investigation, for personnel of this Office 
to take a sworn, verbatim statement of the President regarding 
certain matters, including his meeting on June 17, 1980,.with 
Attorney General Civiletti. Similar statements from members of 
his staff wil l also be necessary. 

We ask L�at you infor-m ��e President of these matters and 
seek his cooperation, as well as that of his entire staff, with 
our investigation. We also request that .YOU or your designee 
assist us in arranging for these interviews. We will inform you 
of those individuals whose statements will be necessary and when 
we wish to take their statements. 

If you have any questions regarding these matters, I can be 
reached at 633-3365. 

MICHAEL E. SHAHEEN, JR. 
Counsel 
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lllzt!)l}ington, n. ([. ::!0530 

ORDER NO. 907-80 

DIRECTION TO THE COUNSEL ON PROFESSIONAL HESPONSilliLITY 

Pursuant t..o the authority vested in me by 2G u.s .. c. !i09, 

510, 515(a), and 5 U.S.C. 301, I dit·ccL: \:.hill:. the fc,llovring func-

tions be per f ormed by the Counsel on Profe:;�; ioncll nc�!:p::Jrt$ibi li t:y, 

Office of Professional Responsibility: 

(a) The Counsel on Professional Rezponsibilil:y, lcerc:inc.ti:tc:c 

refer red to as the "C ounsel a, shall have the authority t.o invc:sti-

gate for criminal, civil and administrative purposes, any offenses 

arising fr om the activities of "Billy" Carter in acting as an 

alleged agent of the Libyan gover nment, including, but not limited 

t o, the cond uct of any and all Gover nment employees or appointees, 

or any other pers ons, in connection with the investigation of those 

a ctivities, the activities of Mr. Carter, improper disclosures of 

information relating to the investigation of Mr. Carter, and possi-

b le improper di s cl�sure of confidential information to Mr. Carter, 

or others, relating to Mr. Carter's activities. 

(b) In exer cising his auth or i�y, the Counsel will have the 

greatest degree of independence that is consistent with the Attor-

ney General's statutory ac countabil i �y for all matt.ers falling 

within the j urisdiction of the Department of Justice. The Attorney 



. Ge;i�l.-�1 will not countermand o r  intP.-::-fc:-e '"'ith the Counsel's cleci-
• ol,f •• 

' ._ 

··sio n or actions. The Counsel will determ ine !'t'hether and to what 

extent he will consult with the Attorney Gene�al or any other 

official about the conduct of his duties and 1:esponsibilities. 

{c) The C ounsel shall have fu 11 c.lll thor:). ty, v.i th r.cr:;pect to 

these matters, including the power: 

(1) To conduct proceedi ngs k>-�:EorC! grand juries, 

and to conduct any other invcstig�ti.on� he �cems 

necessary. 

(?.) 'l'o obtain anc1 1·cvl(��· :!ll clocu•nc!nL.:;J·y cvi.uc:JH!C 

from any source, and to have full C4CCC55 to such evi-

denc�-

( 3) 'l'o determine whether any ��;scrti.on of t:es ti-

�1oni al privileg e should be conlest:cd, ilnd to c onduct 

any legal pro ceedings, including appeals, necessary 

to contest such privilege. 

{4) To receive ap propriate na tio nal security 

clea rances and, if necessar y , contest in court 

(including, where ap propri ate , participating in 

in camera proceedings) any clai� of privilege, or 

attempt to withhold evidence , on ground s of national 

securi ty . 

{5) To make application to �ny Federal court for 

warrants ,  subpo enas, or other court orders necessary 

in the conduct of his investigation, and to conduct 

any legal proceedings necessary to obtain and enforce 

such orders, including appeals. 

- 2 
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( 6) 'l'o inspect, obla in, .:1nd use the 01: ig inul or ct 

. .. copy of any tax return, in uccordance ,.,rj lb cJPP l icoblc 

statutes and reg ulations . .  

(7) To determine wh ether or not application should 

be made to any r'ederal court fur a gri.:nt or iu,n,un i ty to 

any witness , consistent with Cl!}f11ic<1blc� ;.tv\:ntor.)� 

req u i rements , and to exercise the a uthority ve sted in 

the .l'.ttorney Gen e ra l for pu.r.pos�s of 1{; lJ,!;.c .. GOO� anc1 

6005. 

(8) To recomntend the instH:utic.n of c1:iruin .. ul or 

civil proceed ings aga inst any individual, entity, or 

group of individuals. 

(9) To di rec t ana coordin a t e the e;.ctivitie� of· 

Department of Justice personnel en9agcd l.n cc.n:r.ying 

out the functions of the Co unsel. 

(10) To make suCh reports to the Congress as he 

deems appropriate, including appearing before Congres-

sional co��ittees having j u r isd ict ion over any aspect 

of the above matters and de termi n ing what documents, 

information, and assistance shall be provided to the 

committees. The Counsel shall submit a final report 

to the Solicitor General. The Co u nsel may, to the 

extent pe r mit ted by law and as he dec:ns a2propriatc, 

submit a final report to other Department officia1s 

and to the Congress . 

- 3 -
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employees within the Department of Just ice to the 

Offi<.:e of l:'rofcs5ionul He�ponsibilit:y ior tbe pur-

poses of providing as� is t ari <.: e and support for this 

investigc:.tion. 

(d) In the event that the investigation uncovers_circumst�nces 

which would invoke t.he provisions o:!:: th� Et;h :i c:!; in G(JVexnmcmt. hct: of" 

1978, part icul arly 28 U.S.C. 591-598, the inve�tigc:&tion �hall there-

after be conducted in accordance with t hose provis.:.ons, and t_he 

Attorney General's functi ons under \:.hat Act ��h;,).l br: pc:r.for.mcd by 

the Counsel, noth\'lithstcmding currc=n t: procechu:c·!!; c..ppLicc..ble t.o othc:1· 

I!latters. 

Date: August 1, 1980 et.� v\J . �Jlfl.,.,.s:= 
Charles D. Renfrew 
Acting Attorney General 



THE CHAIRMAN OF THE 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

August 15, 1980 

EYES ONLY 

lEiecti·ost2t�c Copy M�de 

for Preservst!on Purrpo�"i 

MEMORANDUM FOR THE PRESIDENT 

From: 
QL-S 

Charlie Schultze 

Subject: July Housing Starts and Other Recent Economic Data 

July Housing Starts (To be released Monday at 2:15 p.m.) 

Housing starts rose by a modest 5 percent, from (an upward 
revised) 1,208 thousand units in June to 1,266 thousand units in 
July. The actual strength of the July rise is probably understated 
by these numbers: 

o single family starts rose by 14 percent in 
July, after a 21 percent increas& in June; 
starts of large multi-unit apartments, which 
move erratically, had surged in June, and fell 
back somewhat in July; 

o building permits, which are often a superior 
indicator of housing trends, rose by 15 percent 
in July on top of a 30 percent gain in June. 

But rising mortgage interest rates may slow future recovery in 
housing (see below). 

Unemployment Insurance Claims 

The number of workers initially filing for unemployment insurance 
continues to decline. In the last two weeks the number of initial 
claims per week (seasonally adjusted) fell to 500 thousand, from a 
peak of 670 thousand in the second half of May. The rate of unemploy
ment among insured workers has actually dropped in the past five 
weeks, from 4.75 percent in the last week of June to 4.37 percent 
in the first week of August. (I attach a chart comparing this 
recession with the last two.) 



- 2 -

Some Disturbing Developments 

This afternoon (Friday) the Federal Reserve will publish the 
latest weekly data on the money supply. The data will show a very 
huge and unexpected rise in the monetary aggregates -- M1A (the 
most carefully watched measure) jumped by over $8 billion in the 
first week of August. Some of this surge may have been due to 
deposits of very large increases in social security benefits in July. 
But the Fed can only attribute several billion dollars of the increase 
to this cause. 

The money markets know that the policy of the Fed is to try 
to keep the growth in the monetary aggregates within targets by 
controlling the growth in bank reserves. Hence the announcement 
of the large increase will lead the markets to expect a tightening 
up on the part of the Fed. That expectation will probably itself 
lead to higher interest rates. 

Lyle Gramley tells me (confidentially) that the Fed will treat 
this increase mainly as if it were an outlier statistic, and a fluke 
which will shortly correct itself. Their own very preliminary 
projections show partly offsetting decreases in future weeks. But 
the Fed will not ignore this week's increase completely. Hence there 
may be some tightening of bank reserves next week. 

Over the next twelve months we may run into some very troubling 
developments: 

o On the one hand most recent statistics suggest that 
the recession may end a little sooner than expected. 

o All the talk has recently turned upon one form or 
the other of an economic recovery program: Reagan's 
tax cut; Kennedy's $12 plus billion jobs program; 
Carter's economic renewal program. 

o Despite the prospect of slower CPI increases for 
awhile, inflation is very much still with us, as 
today's PPI starkly showed; the financial markets 
are very much aware of this, and are further worried 
about the potential threat of still sharper food 
price inflation, should the effects of the drought 
be worse than currently forecast. 

o Interest rates have been rising recently, and 
sensitive mortgage rates have increased by more 
than 1 percentage point; part of the reason is 
that the financial markets take a dim view of 
long-run inflation prospects. 
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o If prices rise by 9 to 10 percent next year 
and we seek a recovery of, say, 4 percent in 
real GNP, then the money value of GNP will have 
to rise by 13 to 14 percent. 

o While the relationship of the money supply to GNP 

is not very predictable, it is quite likely that 
the Fed's money growth targets for 1981 will not 
finance the needed 13-14 percent rise in the money 
value of GNP. 

o Interest rates will therefore rise still further 
next year and economic growth could be significantly 
retarded, even with an economic recovery program 
in plac�. 

In short, 

o the underlying or core rate of inflation has not 
come down much below 10 percent; 

o we will be tackling the unprecedented task of 
trying to generate a lasting economic recovery, 
while inflation is running at 9 to 10 percent 
(as a starter); 

o the Fed is most unlikely to supply the money 
growth needed both for recovery and to finance 
9 to 10 percent inflation. Because the markets 
generally sense this, interest rates are inching 
up even before the recession is ended. (Although 
some of the recent increases may simply be a 
correction of an "overshoot" on the way down.) 

In the long run we are pinning our hopes on generating more 
productivity growth, through additional investment, as the way to 
lower inflation. But that will take lots of time, and will have 
limited results with respect to inflation. (For example, even 
if we raise productivity growth by 2 percentage points a year -

a massive accomplishment -- this would only reduce inflation from 
9-1/2 to 7-1/2 percent.) 

And so, to get a lasting recovery I think we are going to have 
to attack wages and prices directly 

not by mandatory controls, 

but by a tax-based incomes policy, in which tax 
cuts are conditioned on wage moderation. 
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I have been convinced by my EPG colleagues that such a plan 
should not be proposed before the election: 

the Republicans will have to denounce it during 
the campaign; 

the AFL-CIO and the Round Table will oppose it. 

By pushing this idea prematurely we might kill it. 

But I am becoming increasingly certain that: first, we will 
not be able to reduce inflation without such a plan and second, 
unless we reduce inflation, economic recovery will be severely 
retarded for many reasons, but principally because the Fed won't 
finance a recovery with 9 to 10 percent inflation. 
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Additional Note from Charles Schultze 
8/14/80 4:05pm 

To the President 

Industrial production in July was down 1.6%, 
compared to declines of 2.6 and 2.3% in May and June 
respectively. 

A uto production was up. The pattern of the recession 
is shifting. Production declines now reflect business firms 
running off some of their inventories rather th�n 
reflecting large declines in auto & housing production. 

(This will oe released 9:30 am Friday, 8/lS/80) 

JLP 

E14lJctrost�tGc Cc�y M�de 

for Pr�etS!I)\"-JstH«:w'! Pwr�w��� 
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Dictated by phone 8/14/80 3:30pm 

@f.5 , CWf ';;:6 .< J o @7 /)DC<J6:_ 0 

To the President 

From Charlie Schultze 

Re� July Producer Prices (to be released Friday am, 9:00) 

The PPI for finished goods jumped sharply·in July, by 1.7%. 
A large part.: of the surge was due· to. a· 3. 8% rise in 
wholesale food prices. · We had· expected this. . But other 
prices rose by a disappointing: 1.1% .. . The .July rise in . 
finished goods prices is the largest:: since'November, 1974. 
-- Although in that year, there _were 5 .months with larger 
increqes. 

Our CPI forecasts for July and August assume a 1�%-a-monthly 
rise· in retail food prices,· which is consistent with this . 
month's large jump in wholesale.food prices.- Pork prices rose 
almost 14% (which puts them about back where 'they were a 
year ago). Poultry prices.·. jumped 23%. And beef and veal 
by 7�%. These increases 'com�, after some months. of decreases. 
They are not principally due.to.the drought. -- �lthough some 
poultry may have been .destroyed ,by t�heat .. 

. ·�. ; 

The .real disappointment is the behavior 'of prices ·outside 
of food. Although energy prices fell. (-0.6%), increases were 
w1despread elsewhere. On the average; prices of goods other 
than food and energy rose by�l.4%. 

· 

There is one mitigating factor. July is the first month 
of the quarter for purposes of COWPS pricing rules, and price 
increases are-always larger in�the month. This is the smallest 
"first month of the quarter" increase since March, 1979. 

We still expect the slow-down in the size of the CPI increases 
during July and August, because of falling mortgage interest 
rates and more stable energy prices. As noted above, the 
large food price increases have been taken account of in our 
forecasts. Nevertheless, the size of the rise in wholesale 
prices outside of food and energy is very disappointing. 
It may be only a one month phenonoman. But if it continue, 
we may have some trouble on several fronts, including higher 
interest rates. I don't want to be an .alarmist. It's only 
.one month, and I don't see anything in the economy to justify 
this kind of inflation. 

I am sending a copy of this memo with a suggested reaction 
to Jody. 

EDeetwostatBc Ccpy M�d� 
fer PrasaroatBollll ��rrpo��� 
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Suggested Re�ion for JLP: 

Meat prices rose very sharply in July, after delincing in earlier 
months, and contributed to a sharp rise in the July PPI. 
But prices outside of food also rose faster than in the prior 
two months. 

We still expect a further slowdownin consumer price increases 
over the next saeral months , despite the July PPI. 

But these numbers remind us once again that inflation 
remains a major national problem. They underline the importance 
the President attaches to devising an economic recovery program 
which also permits us t6 work towards a lower inflation rate. 

The President stressed this in comments he made to the 
Convention about the Platform. 
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The City of New York Office of the Mayor 

MEMORANDUM 

To Hon. Edward I. Koch 

Office of Management and Budget 

Municipal Building 
New York, N.Y. 10007 

James R. Brigham, Jr. 
Director 

August 8, 1980 

From 

Mayor 

13 James R. Brigham, Jr .. 
Director 

Subject: Federal Actions 

From fiscal year 1979 through fiscal year 1981, we have 
experienced a shortfall of $512 million from the levels of 
Federal gap closing aid assumed in the City's original four 
year financial plan with the assurances of then Secretary of 
Treasury Mike Blumenthal. As we look forward to 1981 and 
1982, there are several actions which the Federal administra
tion could take to provide vital financial aid to the City. 

1. Approval of Federal Loan Guarantees 

The City shortly will propose that $900 million of federal 
loan guarantees, as authorized by the New York City Loan 
Guarantee Act of 1978 (P.L. 95-329), be made available over the 
next two years. The Secretary has the authority to issue the 
waivers to allow the loan to proceed. This is an essential 
ingredient to the City's financial plan since access to the 
public markets is doubtful at this time. The guarantees are 
needed to assure adequate financing for the City's annual 
$1 billion capital program. 

2. Medicaid and Welfare Formula Changes 

Most of the Northeastern states are treated inequitably 
with respect to the Federal share of Medicaid. Medicaid is 
one of the City's most rapidly accelerating costs. Between 
1980 and 1983 our local costs will rise from $466 million to 
$739 million, an increase of $273 million. Senator Moynihan 
has proposed in S.2073 that the antiquated basic formula 
that determines Federal participation in Medicaid be replaced 
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with one that would provide for more equal treatment. (For 
example, the Federal share of Medicaid in New York, Illinois, 
New Jersey, California, Michigan and six other states is 50 
percent, while the Federal share in Texas is 58 percent, in 
Mississippi 77 percent, and in Louisiana 68 percent. 

The Moynihan bill would adjust the current formula 
which bases the federal share on the ratio of the square of 
per capita income in the state to the square of national per 
capita income. The Moynihan bill proposes to make the formula 
more equitable by eliminating the squaring mechanism, adjusting 
state income for cost of living differences, excluding need 
based cash transfer payments from income and reducing the 
multiplier from .45 to .35. These changes would reduce Medicaid 
costs for forty-one of the fifty states at a national cost of 
$2.1 billion. A hold harmless provision for the nine states 
whose federal shares would be reduced would cost an additional 
$26 million. 

If this law had been in effect in 1980, the State would 
have saved $600 million. The City would have saved between 
$200 million and $400 million, depending on whether or not 
the State retained a portion of the savings or passed them all 
on to the localities. If this bill were effective on or before 
April 1, 1982, it could save the City $140 million in 1982 and 
$640 million in 1983, provided that New York State agreed to 
amend its law regarding local share and passed all of the savings 
on to the localities. The President's active and personal 
support for this bill is essential for obtaining Congressional 
approval. 

The Administration has pledged itself to adopting welfare 
reform. The House has passed a version of the Administration 
Bill, H.R . . 4094. The bill makes some progress in providing 
greater federal participation in the state/local welfare 
burden. The Federal participation in New York State would be 
increased from 50 percent to 55 percent. If the State passed 
on all of the savings to the localities by April 1, 1982, 
New York City would receive $9 million in 1982 and $51 million 
in 1983. 

3. Revenue Sharing 

As a result of interpretations taken by the Bureau of 
Census, the City has been denied a proper allocation under the 
General Revenue Sharing program. This matter has been under 
discussion with Census and Treasury since the early days of 
the Carter administration without resolution. Notwithstanding 
the representations of the Census Bureau, I remain convinced 
that the stock transfer tax should have been considered a City 
tax for purposes of our revenue sharing allocation. A favorable 
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Hon. Edward I. Koch -3- August 8, 1980 

ruling on our back claims could generate approximately $123 
million in unrestricted aid to the City. In fiscal year 1981 
we would receive $5 million, but there would be no recurring bene
fit since the tax will be completely phased out by October 1, 1981. 
No other issue under discussion could have as prompt and helpful 
a result. 

4. ·other Issues 

Countercyclical (H.R. 7112) - The House Committee on 
Government Operations has included a countercyclical title with
in the General Revenue Sharing Reauthorization bill that was 
reported last week. This would provide for a $1 billion program 
for Federal fiscal years 1981, 1982 and 1983. Based on current 
economic assumptions, the new formual would provide the City 
with $34 million in 1981 and $26 million in 1982. 

Housing Acquisition - Since the inception of the program, 
some 42 City/State owned projects have been acquired by the 
Federal government. Remaining are 25 projects which, if acquired 
in Federal fiscal year 1981, would provide an additional $25 
million in savings in 1982 and 1983. 
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THE WHITE HOUSE 

WASHINGTON 

August 20, 1980 

\E�scti'O$'lat�c Copy f'll151d0 

MEMORANDUM TO TilE PRESIDENI' for Pres®�lilt�on pyr�oHS 

FROM: Frank Press ::ff 

RE: U.S. Industrial Policy: Fostering New Teclmologies 

As you consider the elements of the economic-industrial policy that 
you will be proposing shortly, it nny be useful to see the Japanese 
goverrnnent 1 s (MITI) perspective on new opportunities for the 801 s based 
on high value-added, knowledge-intensive industries. To ensure a pre
dominant position in selected teclmical areas, the Japanese government 
will provide subsidies and incentives, such as cost-sharing of R&D , 
direct grants and credit allocation at favorable rates, tax credits, 
export :incentives, preferential government procurement and nnrket pro
tection, and a benevolent anti-trust and regulatory policy. Although 
U.S. :industry is undertaking similar developments, industry is concerned 
that products receiving this aggressive govennnent support will capture 
world nnrkets because of quality, price and early introduction. France 
and Gennany have similar programs. Listed on the next page are sorre of 
the Japanese projects proposed for development over the next 5-10 years. 
This is the stuff of the new industrial revolution with the potential 
for opening new international markets and creating millions of new jobs. 

I believe your espousal of an economic-industrial policy that 
encourages high technology industries is the key to economic success 
:in the decades ahead. The Japanese policy of intrusion of governriEilt 
into the private sector is not our style, but we can strengthen govern
ment supported R&D , foster closer university-industrial collaboration, 
and propose tax policy that spurs private R&D and capital investment. 
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Super electronic computer - 1000 times faster than existing 
computers 

Artificial intelligence systems - humans talking to computers 

Automatic office producing, processing, transforming information 

Nuclear heat for coal gasification, direct iron ore reduction 

Heavy oil - cracking and gasification 

High speed turboprop aircraft - 0. 8 mach, 35% rrore efficient 
than fanjet 

Super lightweight aircraft 

Hydrogen-methane-fueled aircraft 

Super high precision machines (lo-9 meter) to manufacture 
extremely small parts 

Entirely ceramic automotive engine to outperform diesel 

Intelligent robot systems, next generation machines .which 
sense and reason 

Compact cyclotron for medicine and industrial use 

Comprehensive, electronic based, medical care and nursing 
systems 

New chemical process technology driven by ultraviolet light 

Factory production systems employing elderly �rkers, based 
on robotics and electro-optics 

Artificial photo synthesis to create hard energy sources 

Deep sea mining systems - SKM water depth 

In-situ ore melting systems for metal extraction at mines 

Conversion of off-shore natural gas to liquids at well-head. 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 

August 19, 1980 

I 
j 

MEMORANDUM 
�U®Ctfost�th:: Copy Made 

tfor Preaei'Vsl't�on �ugoposo$ 

TO 

FROM 

SUBJECT 

THE PRESIDENT 
fu Htrf\ .: 

G. WILLIAM MILLER �� 
' 

ECONOMIC PROGRAM FOR THE 1980s 

1',, 

This is to keep you advised of progress on the 
Economic Program for the 1980s. The tentative glan is 
as follows: 

1. We hope to have a draft .statement of the 
economic program and a decision memorandum on the possible 
program elements to you by Wednesday evening, August 20. 

2. We have requested an appointment to discuss 
this with you on Friday, August 22. 

3. In the meantime, we are carrying on consulta
tions with the Democratic leadership in.Congress and with 
constituent groups such as business, labor� state and local 
governments, etc. 

4. We hope to receive your decisions by this week 
end, so that we can revise the documents and prepare for an 
announcement during the week of August 25. 

5. I am meeting with Gordon Stewart and Al McDonald 
to begin drafting a Presidential statement. 

6. Depending on your schedule, we propose to be 
prepared for you to make an announcement on the Economic Program 
next Tuesday or Wednesday. 

I will be proceeding on this tentative basis unless 
I receiVe further instructions from you. 



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

FROM: STU EIZENSTAT � 
SUBJECT: Appointment of the Chairman of the Synthetic Fuels 

Corporat1on 

As one who had a major hand in originating and shaping the proposal for 
the Synthetic Fuels Corporation, I would like to provide you with my 
strong recommendation of .John Sawhill for appointment as Chairman. I 
believe that John has the unique mixture of public and private experience 
to do the job. Following are the advantages I see in naming him: 

1. He should be easier to confirm than some of the other candidates 
during this period before the election because of his previous service 
in a Republican administration, because he has been once confirmed for 
a position in your Administration and because he has a. wide respect among 
both Democrats and Republicans in the Congress. 

· 

2. The head of this Corporation must be able to work with the Congress. 
Although we were successful in getting a three-year authorization, it 
will be essential that the head of the Corporation work closely with the 
Congress in developing the types of technology to be pursued and in 
giving the support needed to make the Corporation a model quasi-public 
agency. John is uniquely qualified to do this. 

3. John has had extensive experience in the private sector. He was 
Executive Vice President of Commercial Credit Company, a very large private 
credit firm, and managed over $2 billion in assets. He has been an 
executive with HcKinsey & Company and has been on the Board of several 
major corporations such as RCA and Phillip Morris. John also has good 
ties with the academic community, which will be important in ensuring 
that the Corporation is kept abreast of the newest developments in 
synthetic technology. 

4. Not only does John have the financial background essential to make 
the types of decisions about the appropriate financial balance (loan 
guarantees, price guarantees, take-or-pay contracts), but he combines 
this with a knowledge of the energy area itself. He is familiar with 
these technologies and would not have to take a cram course in learning 
them. 

5. I think it is important to have an advocate for the Administration 
and for your programs in this position. We know that he feels strongly 
about the program and will work closely with the Administration on its 
continued course and will take the best interests of the Administration's 
energy policy into account in his decisions. 

cc: Arnie Miller 
Jack Watson 



THE WHITE HOUSE 

WASHINGTON 

August 19, 1980 

MEMORANDUM FOR THE PRESIDENT 

�D@ctroststftc Copy M�de 
fofl' Pratl®lrvat�on PMg>pO�M 

FROM: LLOYD CUTLER 
·P. 
(]'--.. vz ·�··· 

SUBJECT: SYNFUELS CEO AND BOARD 

I am in full agreement with the recommendations 
contained in the Jack Watson-Arnie Miller memor
andum of August 8th. 

Based on personal interviews with May and Smiley, 
I have formed the strong impression that Smiley is 
the better man, that he has a better concept of the 
Synfuels assignment and how to go about it, and that 
he is just as impressive as some of our original choices, 
such as Irv Shapiro, Frank Cary and John DeButts. 

I therefore underline the suggestion that you form 
your own impression by meeting with each of the three 
recommended candidates. 

I know I am preaching to the converted, but I also 
urge that you make your decisions on the CEO and the 
Board and announce them no later than next week. If 
we do not fill the pre-Labor Day news vacuum with your 
affirmative actions as President, it will be filled by 
the Billy Carter hearings (Justice officials testify 
next week) and other trivia, which do damage in propor
tion to the lack of affirmative news to displace the 
trivia. Next week is the anniversary of the perfect 
example the Frank Church announcement of the Soviet 
brigade in Cuba. 

cc: Jack Watson 
Arnie Miller 
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