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THE WHITE HOUSE Q

WASHINGTON

THE PRESIDENT HAS SEEN.

MINUTES OF THE CABINET MEETING

Monday, July 25, 1977

The twenty-third meeting of the Cabinet was called to
order by the President at 9:54 a.m., Monday, July 25, 1977.
All Cabinet members were present except Dr. Brown, who was
represented by Deputy Secretary of Defense Charles Duncan;
Ms. Kreps, represented by Under Secretary of Commerce Sidney
Harman; and Mr. Lance.

Other persons present were:

Joe Aragon Bunny Mitchell
Landon Butler Dick Moe
Zbigniew Brzezinski Frank Press

Hugh Carter David Rubenstein
Doug Costle Charles Schultze
Walt Duka Jay Solomon

Stu Eizenstat Stansfield Turner
Jane Frank Charles Warren
Jim Free Patricia Yarham
Tim Kraft

The President said that he had just returned from making
opening remarks to the 67th Annual Conference of the National
Urban League, in which he outlined what this Administration
has done and will do for the disadvantaged people in our
country. He described Vernon Jordan, Executive Director of
the Urban League, as a good friend and a fine man, but said
that Mr. Jordan's recent criticism of the Administration's
record is unjustified. This Administration and the Democratic
Congress have shown a deep commitment to people who have not
had an adequate chance in our society--and Mr. Jordan's remarks
to the effect that the Administration does not care cause
people to lose the last hope they have. The President said
that he has invited Mr. Jordan to meet with him in the near
future and urged the Cabinet not to be timid or reticent in
communicating the record of this Administration on issues of
interest to the Urban League. Ms. Harris said that she will
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Date: July 21, 1977 MEMOQRANDUM
FOR ACTION: FOR INFORMATION:
Stu EizenstateWes ™ Hamilton Jordan " &

.Jack Watson % o Charlie Schultze JC

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Harden's memo dated 7/20/77 re Ideas on Tax Reform.

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: 4:00 P.M.
DAY: FRIDAY

DATE: JULY 22, 1977

ACTION REQUESTED:
X Your comments
Other:

STAFF RESPONSE:
| concur.
Please note other comments below:

No comment.

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a delay in submitting the required
material, please telephone the Staff Secretary immediately. (Telephone, 7052)
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: July 26, 1977 /ﬁ/

MEMORANDUM TO THE PRESIDENT
FROM: Joseph A, Pechman

SUBJECT: Remaining Issues in the Tax Reform Package

The tax reform package has been greatly improved. It has’
become more comprehensive and more progressive, and certainly
qualifies as a major structural reform of the tax system. Never-
theless, a number of issues remain.

1. The Business Tax Cut. The revised integration proposal
would provide relief for 20-30 percentage points of the corporate tax
paid by individuals. It would have less stimulating effect on invest-
ment than liberalization of the investment credit or increases in
depreciation allowances. To achieve a uniform ‘‘gross up'' factor
for shareholders, the plan would require corporations to pay a special
withholding tax to bring their effective rates up to the 20-30 percent
level, thus nullifying the effect of such provisions as the investment
credit and the foreign tax credit which account for low corporate
effective rates. Iz_L‘my opinion, consideration should be given to
methods of improving investment incentivesdirectly to the extent
that there is room for business tax cuts (see attached testimony).

2. Simplification. Although the number of itemizers is re-
duced, the proposal will not greatly simplify the tax return for the
average taxpayer. The taxpayer will still be faced with a formidable
tax return and four different tax rate schedules (or four columns
in the tax table) even if the standard deduction is used. These
problems can be alleviated by substituting one rate schedule for the
four and devising a special, or lower, schedule for those who item-
ize and do not claim tax credits (other than the earned income credit).

The use of one rate schedule would help to raise the tax
reductions for low- and middle-income single people (now planned
to average less than $52). An alternative would be to lower the rates
for single people, which would move in the direction—but would not
achieve the simplification—of one rate schedule. The ‘‘marriage
penalty’' implicit in the one rate schedule can be eliminated by
liberalizing the proposed special deduction for married couples with

two earners,
Electro N>
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anxious to go home and either run for governor or make
some money (he has a young family). The governor, a
Democrat, is almost certain to run again so that option
won't be open to him. The State Party people are very
anxious to have Teno run for the Senate and would like
our help. Recommendation: I should ask Roncalio down
for lunch soon and try to persuade him to run. If he's
still reluctant, you should see him.

IIT. Priority Republican Seats. There are seven
seats where Republican incumbents will be running again
and where we have at least some chance of picking up the
seat, at least enough of a chance to warrant trying to
get a strong candidate into the race.

A. Massachusetts (Brooke). Brooke will be
tough to beat but many in the state think that he may be
vulnerable. The two strongest candidates would be Lt.
Governor Tommy O'Neill and Attorney General Francis
Bellotti. O'Neill apparently would rather be governor
but may be unwilling to wait four years. If he sees
Dukakis in trouble he may cut loose (the lieutenant
governor is elected as a ticket with the governor) from
him and go for the Senate. Bellotti is floating his
name as a possible candidate and raising money but it's
very doubtful that in the end he will run because he's
not enamored of Washington and being a Senator just isn't
his style. This will hopefully sort itself out during
the fall and there's nothing we can do directly about it
now. Recommendation: at an appropriate point, ask the
Speaker in a very low key way how he assesses the situa-
tion and indicate our interest in helping.

B. New Jersey (Case). Case is privately
saying that he will run for another term but most people
think he's just being cagey and trying to keep his
options open. If he could name his successor he would
probably quit, but that won't be possible because Repre-
sentative Matt Rinaldo is dying to run and Case doesn't
like him. Representative Andy Maguire is very anxious
to run on the Democratic side and basketball star Bill
Bradley may also go. In short, nothing will settle out
here until the gubernatorial race is over and until
Case's intentions are known.
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C. North Carolina (Helms). There is defi-
nitely going to be a hotly contested primary here between
Attorney General Rufus Edminsten, Luther Hodges, Jr., and
several other candidates possibly including Representa-
tive Bill Hefner. This will be a tough race, but there's
nothing much to be done now.

D. Oregon (Hatfield). By far the strongest
candidate would be Mayor Neil Goldschmidt but he is very
disinclined to run. A recent poll showed him trailing
Hatfield only 46-40, and that has led most State Democrats
to believe that Hatfield is vulnerable. Neil should be
encouraged until he completely closes the door, as I have
already tried to do, but chances of persuading him are
less than 50~50. The next best candidate may be Repre-
sentative Les AuCoin. Neil is sending me a more detailed
analysis and his recommendations, which can serve as the
basis for further action. Recommendation: you should call
Neil and urge him to seriously consider the race.

E. South Carolina (Thurmond). Pug Ravenal an-
nounced for the seat last week and he offers our best hope.
Nothing to be done here in terms of recruitment.

F. Tennessee (Baker). Probably the strongest
candidate here would be House Speaker Ned McWhorter but
he's not eager to take on Baker, who has gotten a lot
stronger in recent months, and is probably more inclined
to run for governor. I know you have already urged
McWhorter to run, as I did Saturday, but keeping Baker
pinned down is so important that we shouldn't give up.
Recommendation: invite McWhorter to Washington and give
him the full treatment.

G. Texas (Tower). Representative Bob Krueger
has already announced and is running an aggressive, well-
financed campaign. Others may join the race but Krueger
is the winter-book favorite and would probably have the
best chance of taking Tower. Nothing to be done here.

H. Other Republican incumbents who are presently
regarded as safe include:

a. Ted Stevens (Alaska)
b. Charles Percy (Illinois)

1 Copy Made
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c. James McClure (Idaho)

d. James Pearson (Kansas)

e. Pete Domenici (New Mexico)
(more information needed)

IV. Democratic Incumbents. While most are fairly
safe, a few are in real trouble and can use early help
with fund-raising appearances. Recommendation: I offer
to help each of the following with a major fund-raising

aL event either here in Washington or in their home states
) o before the end of the vyear:

a. Floyd Haskell (Colorado)

b. Bill Hathaway (Maine)

c. Tom McIntyre (New Hampshire)
d. Claiborne Pell (Rhode Island)

e. Dick Clark (Iowa)
(I have already done a dinner for him)

Recommendation: I offer to do a fund-raising or
campaign appearance for each of the following Democrats
before next summer:

a. Joe Biden (Delaware)

b. Sam Nunn (Georgia)

c. Dee Huddleston (Kentucky)

d. Bennett Johnston (Louisiana)
GL 5o e. Wendell Anderson (Minnesota)

f. James Eastland (Mississippi)

The theory behind the early offers to help is that
it will accrue more good-will to the Administration than if
we just sit back and wait to be asked. 1It's important also
that the offers be extended across the board so that no
one feels left out. None of this would preclude further
campaign visits by either you or me during the '78 fall
campaign, but rather it is an effort to give as much early
help as possible. Obviously all of this should be closely
coordinated with Frank Moore and Ham.

Finally, we should offer similar help to non-incum-
bent candidates like Exon and Ravenal where they have the
Democratic field clearly to themselves and where we wouldn't

ruffle any feathers by going in.
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THE PRESIDENT
7%”’
TO: THE PRESIDENT

FROM: HAMILTON JORDAN "ﬁg

RE: STATUS REPORT ON PERSONNEL

You asked Friday that I provide you an update on the
personnel situation so you could address the general and

specific problems at the Cabinet meeting Monday.

I have tried to avoid giving you all the back-up data,
but have attempted here to summarize the information,
the main problem areas and recommendations as to how

we can deal with the major problems.

We have, I believe, three basic problems that manifest
themselves in Congressional complaints and criticism:
1) The Cabinet has been very slow in filling key

non-Washington positions that are politically
important to the Congress.

2) At the regional and state level and in some
instances 1n Washington, Democratic members of

Electrostatic Copy Made
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Congress find themselves working with
Republican appointees/holdovers who are
either not supportive or perceived as being
not supportive of the new Administration.

3} The Cabinet has been unresponsive to pol-
itical requests -~ in many instances with
good reason; in many other instances they
have simply failed to respond or to offer
an explanation for their action(s).

I would like to deal with each of these areas separate-

ly.



SUMMARY RECOMMENDATIONS

Prod Califano and Marshall to make bulk of
regional appointments before Congress recesses.
Request written report end of this week on these

regional appointments.

Ask Bell and Bergland to expedite state positions
in their respective departments. Ask them both
for weekly reports until they have completed

with all appointments.

Advise Cabinet members that their Personnel
offices will be receiving forms which will be

used to "track" NEA positions in each department.

Describe to them the political problems created
for everyone when one Cabinet member offends a
member of Congress. Without sacrificing their
own principles and objectives, ask them to be
more politically sensitive. And that a "no"

is better than no response or a long delay.



1. The Cabinet has been very slow in filling key

non-Washington positions that are politically

important

to the Congress.

This allegation is true. It is particularly true

with the departments that are politically most import-

ant to the Congress. HUD made all ten regional appoint-

ments in June.

and Labor has

HEW

LABOR

HUD

COMMERCE

EPA

SBA

HEW has made one regional appointment

made none. A full report follows:

-one (1) regional appointment made
-three (3) expected this week
-six (6) should be done in next two weeks

-None made; in spite of Marshall's report
to you last week, they don't expect to
complete regional appointments until late
August; ’

-All ten regional directors announced

~All ten regional representatives have
been named

-six (6) regional directors named
~four (4) to be made in next two weeks

-six (6) regional directors named
-two (2) career appointees
-two (2) new directors to be named soon



USDA

FHA State Directors/Total 42

Ready for announcement:

Candidates in clearance process:

Republican Incumbents with
veterans preference:

State with unfilled vacancies:

ASCS State Committees

State Committees appointed:

State Committees in process:

States with no decision/action:

ASCS State Directors

Appointed:
In process:

Republican incumbents with
veterans preference:

Retention planned
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ASCS State Directors (Continued)

Open - state committee not appointed:

Vacancies:
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Mr. President: <;;(’

Mike Kelly of the AG's office just phoned the following
information:

Circuit Courts

there are 11 vacancies
Justice has reports from nominating panels. as to 7 of the 11
vacancies; of the 7:
2 are at DoJ, which has not yet made a recommendation
on the reports
5 have been sent to the White House, the White House
has cleared 4 of the 5

District Courts

6 new judges are in place

25 vacancies remain

5 nominations are at the Senate, awaiting confirmation

2 nominations are at the White House

6 proposed nominees are being processed by DoJ (e.g., FBI checks)

Special Courts (Claims, Customs...)

2 vancancies - no action yet:

US Attorneys

32 new US attorneys are in place

10 are awaiting Senate confirmation

none are pending at the White House

12 are being processed at Justice; the White House has given
preliminary "OK," while Justice is working on FBI checks,
etc.

40 US Attorneys - no replacement of the incumbent is contemplated;
or political problems are holding up the
replacement process

US Marshalls

17 new Marshalls are in place

11 are awaiting Senate confirmation

2 are pending at the White House

37 are being processed by DoJ, and have received preliminary
White House clearance

for 22 other US MaxXxx¥ Marshalls, eitherno replacement is con-



Let me summarize the major problems here and rec-
ommend an appropriate action:
1. HEW Regional Directors - Califano should move to

fill several more and publicly announce them
before Congress adjourns;

2. Labor Regional Directors - Marshall does not
need three more weeks to make these appoint-
ments; some can certainly be done before the
Congress adjourns;

3. Agriculture State Positions - We are really
being criticized for the delay in appointing
ASC and FHA State Directors. You should ask
Bergland for weekly report on progress until
they have all been named.

4. Justice/District Attorneys/Marshals - Judge
Bell should be encouraged to resolve difficult
decisions which remain and generally expedite
their process. Also an area where we are
being politically criticized. I would ask
Judge Bell for weekly report until all these
appointments are completed;




2. At the regional and state level and in some
instances in Washington, Democratic members of
Congress find themselves working with Republ~-
ican appointees/holdovers.

Some of these complaints will cease when the
Cabinet Secretaries make regional and/or state

appointments.

However, there is no denying the fact that a large
number of the decision makers in the Federal govern-
ment at present are holdovers and/or Republicans.

I got an update from the Civil Service Commission.

Oout of the 406 NEA appointments which are allocated

to the major departments and agencies, 132 are

vacant and 112 are holdovers. This means that over
60% of the key positions in the government are

either vacant or occupied by persons from the previous

Administration.

The guestion to be posed here relates as much to

policy as it does to politics. To what extent can



these persons be relied upon to enthusiastically

support and implement your programs and policies?

My own hunch is that many of these people have
technical skillsand no political affiliation, but

it is certainly not inappropriate for you to ask

your Cabinet members to tell you who these people

are and on what basis they are being continued on
over other persons who are committed to your goals
and policies. We would like to monitor this through
the White House Personnel Office. If the Cabinet
just knew we were interested in this and tracking it,
they would probably be more sensitive to the problems

created by the "holdovers".



3. The Cabinet has been unresponsive to political
requests - in many instances with good reason;
in other instances they have simply failed to
respond or to offer an explanation for their
action(s) .

When you were Governor of Georgia, we successfully
developed among the department heads a feeling
politically that "we are all in this together".

Maybe it is not possible to duplicate that same feel-
ing at the Federal level. But we lack a political
“espi}it de corps"” among the Cabinet and a sense

or awareness. that a legislative victory benefits

us all and a defeat hurts us all.

I know that the Cabinet members get a lot of un-
reasonable requests from the congress. They could
save themselves a lot of trouble (and us) if they
would just give the Congressmen answers on the
requests - even if it is negative. No answer at

all is worse than a "no".



On the subject of patronage, I am sure that they

have been unresponsive to Congressional requests.

They have certainly been unresponsive to requests

from me - oftentimes applying a different or more
stringent criteria to someone because they were in

the campaign. By and large, people that helped you

get elected have been treated poorly by the departments
and agencies - I could document that in & dozens &F

cases.

You need to try to engender the feeling in your
Cabinet that we had in Georgia; and make them
realize that when one Cabinet officer offends a
member of Congress, that grudge will probably be
carried over to other things. They just need to
e e el e pOlitically sensitive
which can be done without compromising their own

principles or objectives.
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