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THE WHITE HOUSE

WASHINGTON

July 26, 1977
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MEMORANDUM FOR THE PRESIDENT
/,/;r
FROM: FRANK MOORE ?’ s

Senator Byrd wants you to make three calls on public financing: r n‘ﬁ,
o

J
> Senator Sam Nunn (D-Ga)  224-3521 BN SRS SR s
> Senator Milton Young (R-N. Dak) 224-2043 jLeb— =

Senator William Hathaway (D-Maine) 224-2523 ~3s¢ :

Senators Nunn and Young are open-minded. Senator Hathaway will be
tough.



THE WHITE HOUSE

WASHINGTON

July 20, 1977

MEMORANDUM FOR THE PRESIDENT

FROM:  FRANK MOORE _/& M

I talked with Senator Byrd today and he has requested that
you or the Vice President phone the following Senators
asking them to vote to invoke cloture on public financing.
The calls will need to be made tomorrow, Thursday, July 21.

Sparkman— F#

Morgan — Frm
Hollings vp
NUNN e

Johnston « /_) on Thp

Long. .y
A /f M[
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THE WHITE HOUSE

WASHINGTON

August 1,

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT:

HUGH CARTERar\/L/

Travel ( Per Your Request )

1977

o At
a

_—

Listed below is the commercial-tourist travel approved during the

month of July:

Name Date & Time Destination Purpose
of Dp. & Ar.
E4d Smith (vol. in 7/6 Shuttle D.C. In behalf of and at
Costanza's office) Brooklyn, NY the request of Midge
D.C. Costanza to inspect
on-site depressed
urban area
Ellis Woodward 7/9 9:30 a D.C. Survey for Presidentia.
7/11 12:13 a Jackson, Mi trip

Laurie Lucey

Anne Edwards

Carroll Rambo

Peter Lynch

Edward Maddox

7/11 5:45 p

7/12 8:30 p
7/14 9:50 a
7/22 open

7/15 9:50 a
7/22 5:00 p
7/14 4:35 p
7/22 open

7/14 1:50 p

7/22 11:00 p

| oststic ¥

New Orleans,
D.C.

D.C.
Dallas, Tx
D.C.

D.C.
Jackson, Mi
New Orleans,
D.C.

D.C.
Jackson, Mi
D.C.

Boston
Jackson, Mi
Boston

D.C.
Yazoo, Mi
D.C.

de

for Preservation Purposes

Confer with members
of the Southern
Baptist Christian
Life Comm. on P's
legislative program

T.V.advance for

P's trip and town
meeting

Press advance for
P's trip

Press advance for
P's trip

Advance for P's trip
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THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON e

IHE PRESIDANT EAS =ZEXN. <fl

July 30, 1977

MEMORANDUM FOR THE PRESIDENT
From: Charlie Schultze

Subject: The Index of Leading Indicators

On Friday, July 29, the Department of Commerce released
its June report on the composite index of leading indicators
of economic activity. The index decreased 0.6 percent in
June, following an 0.2 percent decline in May.

Many observers, including the press, are interpreting this
two-month decline as a sign of substantially slower economic
growth in the second half. We do not agree with this conclusion.
There are uncertainties, and some weaknesses in the current
economic picture. But, we think that growth, while slowing,
will remain healthy -- about 5 percent or a little better
over the rest of this year.

The leading indicators approach to forecasting is a
poor substitute for analysis. The index consists of ten
series that, in the past, have tended to show a fairly
regular relation to future changes in the economy. The ten
include series as diverse as the narrowly-defined money
stock (M1l) and reports from about 200 companies in Chicago
on delays in receiving delivery on orders.

Outright recessions in economic activity are typically
preceded by a protracted decline in the index of leading
indicators. (See attached Chart.) But periods of slow
growth that do not culminate in an outright recession are
hard to forecast from the leading indicators. The index
bounces around because of erratic -- and often meaningless --
movements in one or more of its ten components. It therefore
tends to give false signals of weakness when the economy
is still doing reasonably well.

The May and June declines in the index illustrate this
point. The decline in May reflected mainly the slow growth
of M1, which occurred after a huge increase in April. The
June decline in the index reflected predominantly a reduction
in sensitive raw materials prices -- particularly scrap
metals and natural gas.

E° rc 1 CopyMade
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THE WHITE HOUSE A/yf’

WASHINGTON j

July 30, 1977

THE PRIZIDINT pAS S=ZEN,
MEMORANDUM FOR: PRESIDENT CARTER
FROM: HAMILTON JORDAN }l}'
SUBJECT: Relief for New York City

As I understand it, NYC has requested $14 million in
"disaster relief," and you have already approved $11
million in financial aid (though that is technically
not part of the requested "disaster relief.")

As I understand it, the difference in our "doing
everything we can do for NYC" and our being vulnerable to
criticism that "we don't care" or "we don't understand
the severity of their problem" is $3 million.

Some of our political critics and some of the New York

City press have already made progress in painting a

picture of you as a shrewd and uncaring manager who,
because of your Southern rural background, don't understand
and/or care about cities generally and New York City
particularly. If the $3 million additional monies can

be used benefically, I would strongly recommend that we
provide these additional funds to the city.

Everyone who has been there describes the situation as
much worse than can be imagined sitting down here in
Washington.

I think that we can save ourselves a lot of political
problems in the future by proceeding with additional
assistance for the city and correct the growing impression
that "Carter doesn't care."
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THE WHITE HOUSE
WASHINGTON

7/29

Mr. President -

Frank Moore wanted you to
see the attached Senate
letter re the upcoming
Alaskan natural gas delivery
route decision.

G

Kathy Bdker




































THE WHITE HOUSE
WASHINGTON

August 4, 1977

NOTE TO: Rick Hutchejon
i
FROM: Jack Watsoy{kﬁw

/
At the last Cabinet[péeting, Jim
Schlesinger told the President that
it was likely that Prime Minister
Trudeau would call him sometime
this weekend to discuss the Canadian
debate on the Alaskan gas transporta-
tion systems. The President asked
Schlesinger for a briefing memorandum
on the subject.

Jim has just delivered the attached
briefing paper to me, and it should
be given to the President before his
departure today.

Thank you.

bc: Dr. Jim Schlesinger
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THE PRESIDENT HAS SEEN,

THE WHITE HOUSE
Jer Y714
WASHINGTON
/
July 29, 1977 ~

MEMORANDUM TO THE PRESIDENT

FROM:

SUBJECT:

Peter Bourne(?'%'

Office of Drug Abuse Policy Phase Out.

There are certain problems including some specific concerns I
have relating to the phase out of the 0Office of Drug Abuse

Policy.

1.

My top concern is for the people. ODAP staff is
probably the most talented that has ever been
assembled in the drug field. I persuaded such
people as the Police Chief of Berkeley, California
to come to work for me as well as the most out-
standing young international lawyer in this field
who agreed to leave a top position at the U.N. in
Geneva to move back here. Now, having moved here
with their families, after 2 months they find they
are out of a job. You had said that the reorgani-
zation would not put anyone out of work, but there
is no provision in the current proposal that would
not put these people out on the street.

The most important formal activities that ODAP has
carried out in compliance with its mandate are the
reorganization studies. Studies on border manage-
ment, drug law enforcement, and drug intelligence
are nearing completion. However, the second phase
on international drug control, regulatory compliance
and treatment and rehabilitation will not be com-~
pleted until the end of the year. I feel that these
studies are essential to the future of the drug
effort and OMB does not have the knowledgeable and
experienced staff that we do to complete these
studies. Already because of what is seen as the
lack of continuing Presidential support for ODAP,
the agencies are slowing down in their cooperation.
In one specific instance a carefully negotiated
compromise was achieved by my staff between DEA
and Customs on the issue of collecting of narcotic
intelligence overcoming years of conflict on this
issue between the two agencies. As soon as the
ODAP demise was announced Customs said they had
been ordered by Treasury to withdraw from the
compromise as ODAP no longer had any authority.

Ele oste e
{ rPresei 108



MEMORANDUM TO THE PRESIDENT
FROM: Peter Bourne
SUBSECT: Office of Drug Abuse Policy Phase Out.

3. There is considerable negative reaction to the phase
out of ODAP on the Hill. Much of this could have
been avoided had I been briefed by the reorganization
team on this decision and had the opportunity to
defuse congressional displeasure myself before they
and I read about it in the newspapers. Their concern
centers around the following:

. The office was implemented 3-14-77 with a splash
to the Congress reversing Ford's previous refusal
to implement the office. Even though implemented
with only 50 per cent of the intended staff they
were pleased.

. The swearing in of myself and my deputy did not
occur until June lst - six weeks later the office

is abolished.

It is quite unclear what the subsequent mechanism
for coordinating drug policy will be.

Signal of deprioritization - public statements
and the drug message give high priority to drug
abuse - phase out of ODAP seems to refute this.

I have done my best to allay their concerns, but I will have to
testify before at least 2 committees next week, and some of the
criticisms of the ODAP phase out they will raise are almost un-
answerable under the present plan.

4. In effect there will after the ODAP phase out be only
one professional person besides myself working on drugs.
I believe we can get by with this, but congress is going
to give us a hard time.

RECOMMENDATIONS - I would like to lay out the following options
and recommendations which I feel will resolve my concerns and
those of the congress, at the same time maintaining the im-
pression that you have a continuing concern with the drug
problem.

—-Current authorization for ODAP expires September 30th,1978.
Present plans call for the reorganization to take effect
after 60 congressional work days, probably not before

Jg{ January 1978, but possible as early as late October. It

00{” may hardly be worth upsetting some key members of congress
for a mere 8 to 10 months of operation. A clear statement
0 that the Office of Drug Abuse Policy would at least con-

tinue to function with full authority until January lst,
1978, would be very helpful in ameliorating congressional

Electrost: [ Mt »
for Preservation Purposes



MEMORANDUM TO THE PRESIDENT
FROM: Peter Bourne
SUBSECT: Office of Drug Abuse Policy Phase Out.

opposition and in allowing the office to complete its
work. A second alternative would be to allow it to
die a natural death on September 30th, 1978, an
alternative congress may strongly push for.

-Completion of the reorganization studies should clear-
ly be identified as the top priority for the remaining
existence of ODAP. The recommendations of the study

éaﬁz team to you would presumably result in better coordi-
nation of drug activities after ODAP disappeared and
answer congressional concern that ODAP's presence for
this purpose was still needed.

-With the dissolution of ODAP the slots should be trans-
’¢é ferred with the people so that they will not be left
without jobs at a comparable level. >

-I see no reason why my Personal Secretary and Adminis-
trative Assistant should be on the Domestic Council
Jg Staff when this is not the case with others such as
pu" Bunny Mitchell or Greg Schneiders, even if there is
VAZ reason for two professionals in International Human
Needs and Drugs to be on his payroll; although even

that makes little sense to me. I would like to request
that my staff be assigned to me directly.

The reorganization team is in agreement with all of the re-
commendations except the last, which they were largely unable
to address.

I can deal with the first three recommendations when I testify
next week making it clear that these decisions to speed up and
complete the work of ODAP have been made.

Also, when we release the drug message you should mention the
continuing high priority you place on this issue, and that
ODAP will have completed the tasks assigned to it when it goes
out of existence.

PGB:ss

Electrostatic Copy Made
for Preservation Purposes
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Costs

HEW 'estimates total costs of $28.9 billion (excluding

$3~4 billion revenue loss from proposed Earned Income

Tax Credit reforms) with a 10% range, i.e., ranging

from $25.9 billion to $31.9 billion. Based on analysis

and discussions with HEW staff, we have identified an
additional $9.8 billion which should be included: at

a minimum, $1.5 billion for probable cash overpayments,
which is the rate (8%) which has been achieved in AFDC
after considerable effort, $1.0 billion from a re-~
estimate of the effects of the asset test, and $0.3 billion
for estimating differences with respect to veterans income.

Our estimates include $7 billion of revenue loss associated
with EITC reform~-solely to clarify the impact of the
welfare reform decision on the budget, and not to indicate
whether it is properly attributable to and possibly
absorbed in your tax reform proposal. The EITC estimate

is preliminary.

After a detailed review of HEW's estimating assumptions,
our estimate indicates a confidence range of $24 billion
to $37 billion. Attachments A, B, and C provide details
of the estimating differences.

The following table summarizes the differing resources
and costs of the reform proposal before additional add-ons
or economies.

FY 1978 Estimates ($ in billions)

HEW omB
Resources $29.2 $25.6
Costs $28.9 $38.7
Nef Fiscal Impact $ -.3 $13.1

Budget margins

The potential welfare reform costs and the decisions on
commitment of additional funds need to be considered in

the context of the available funds. Based on our earlier
budget discussions, the following table summarizes projected
budget margins:
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Budget margins ($ in billions)

Strategy FY 1979 FY 1980 FY 1981

I. Balanced budget $5 $8 $13

II. Balanced high employment $10 ' $18 $23
budget.

These margins are thin when compared to the potential
added costs of welfare reform (at least $6 billion in
1978 dollars by OMB reckoning), health insurance, and
future congressional action. When the estimates are
inflated to 1981 dollars, the margin may shrink still
more. Nevertheless, the strategy I path also includes
tax cuts of $5 billion in 1979 and 1980, a cumulative
total of $10 billion by 1981, while strategy II reflects
tax cuts of $15 billion in 1979 and $15 billion in 1980
and $10 billion in 1981, resulting in a reduction of
$40 billion in the level of individual income taxes by
1981. Moreover, the zero base budget reviews will
probably identify opportunities for reductions in the
$400 billion in ongoing programs that could add to the
budget margin. Such savings, however, will not come .
easily, since interest groups may be counted upon to
resist them.

Welfare reform estimates only reflect costs if the plan
were fully implemented in FY 1978. Phase-in plans have
not been developed and estimates for actual outlays or
comparison with current program costs in FY 1979-81 are
not available. Indeed, the cost uncertainties involved
are enormous.

The budget affordability of the welfare reform plan depends

on how much of the base or margin you wish to commit. 1In

terms of budget planning, however, it would be preferable,

to make no more than modest commitments above a true "no

cost" level at this time and then to proceed as funds
N become available from revenues or economies.



Possible Economies in Reform Proposal

HEW's memorandum discusses a range of options for
additional welfare reform funding. Below, are also
several major approaches to achieving economies in
the proposal which could be developed for further
consideration.

-- Require State matching. A requirement that States
continue- to pay part of welfare costs could substantially
reduce Federal expenditures without adversely affecting
beneficiaries. As discussed later, such financing may
also be an essential incentive for effective State
program administration and may more equitably distribute

limited fiscal relief. (The State contribution could be
a percentage of total costs, a per capita contribution,
or some combination). (Savings - $4 billion at a 20%

matching rate).

«

~- Adjust benefits for assistance received from other
Federal assistance programs. In addition to offsetting
benefits received under the housing subsidy programs
(discussed in HEW's memo) half of the value of child
nutrition programs could be included in the definition
of income. (Savings - $1 billion).

-- Cap the first year (198l) estimate for Public Service
Employment and Tralning. The PSE and training "need"
estimates are among the most uncertain in the proposal.

No serious planning has yet been done on implementation.

A dollar cap at $6 billion (roughly the stimulus jobs

outlays plus WIN) allows for a very large program in

this first year and permits subsequent year's levels to

be set in the normal budget process. (Savings - $2.2 billion).

-- Redistribute fiscal relief to the Northeast and Midwest.
While New York faces budget problems, forecasts for States
and localities generally show annual budget surpluses of
$20-25 billion for FY 1977-81. By modifying the Federal
matching rates above the basic benefit, or adjusting other
programs, added relief could go to New York, Wisconsin,
Massachusetts, etc., without providing general fiscal
relief to the States in surplus.

-- Reduce basic benefits. The national benefit level may
be considered too high for some States. HEW estimates
indicate, for example, that 38 percent of Mississippi's
population would be eligible, while the percentage would
be 25-30 percent in several other States. (Savings -
$300-500 million).




6

-- Defer Earned Income Tax Credit Reform. Dropping the
HEW proposed EITC reform pending overall review of tax
reform proposals would lower cost estimates by $.3 billion
in outlays and an HEW estimated $3-4 billion in revenue
loss (Treasury's initial estimate is over $7 billion).

The revenue cost of the proposal is disproportionate to
the small amount of aid for the lowest income groups.

Administration/Accountability

I cannot emphasize too strongly my conviction that our
welfare reform proposal must be one that can and will be
well administered. The public is rightly concerned about
waste, cheating and poor management in the present welfare
assistance programs. Unless our reform successfully
addresses those problems, poor administration will continue
to be the greatest barrier to generous assistance for the
needy.

No serious planning has been done yet on administrative
systems for either the cash or jobs component. The Jjobs
component is extremely complex, and must take account of
the current CETA system, the Employment Service, Unemploy-
ment Insurance, and the private labor market.

Moreover, critical issues still need to be resolved about
the administrative incentives and financial accountability
of the welfare reform plan. Under the proposal, States
administer $25-30 billion of Federal funds, with relatively
little State money at stake and few other obvious incentives
to good management. Administrators of the welfare reform
program must have effective incentives to prevent overloading
the welfare rolls, assure accurate payment calculations,

and enforce the critical job search and work requirements.
These issues are of special concern in light of the highly
variable State record in administration of disability and
job determinations, and search requirements--even where

100% State funds are involved--and of legitimate questions
about the capacity of States to operate a vastly expanded
training and public-subsidized jobs program.

There are several major approaches to these issues, in
addition to the proposed Federal regulations and standards.
One option would be to add the 120,000-200,000 persons
needed to administer this system to the Federal payroll--
but I have strong reservations about that course. If that
alternative is not chosen, however, then there probably



will need to be: (1) strong fiscal penalties for poor
State administration which would in turn generate strong
incentives for States to opt for Federal administration
and/or (2) more State matching of Federal funds. The
latter course could have advantages in assuring more
generous assistance levels, but would reduce fiscal
relief to the States.

Further study is also warranted of the complex inter-
relations of welfare reform to national health insurance
and unemployment insurance. The coordination with health
insurance design is necessary because of overlaps in
eligibility, filing units, benefits, income tests,
accounting periods, and employer costs. Implementation
must be coordinated to avoid different eligibility systems
for the two proposals. Interface with unemployment
insurance requires study of, for example, how eligibility
for one system affects benefits under the other.



ATTACHMENT A

HEW PROPOSED BASE COSTS - FY 1978

($ billions)

Base

*Major Issue.

Program HEW OMB Staff Comments

1 DC $ 6.6 $ 6.4 Effect of foster care/adoption legis-
lation

SSI 5.7 5.7

Food Stamps (excluding 5.0 5.0 Published estimate is HEW's 5.0 B;

Puerto Rico) actual costs now expected to be
4.7 B

*Unemployment Insurance 1.3 —_— These amounts will reduce the

27-39 weeks estimated budget margin if the
President now decides to include
them. Current public estimate is
OMB's 1.0 B

Earned Income Tax 1.3 1.3

Credit

Employment Programs 5.9 5.9

Subtotal $25.8 $24.3

*HEW Management .4 - Estimated f i

Trprovements stimated fraud and abuse savings

*Well-head tax 1.3 - Availability is questionable. Only
$.2 billion properly rebatable

*Reduce Subsidized 4 o Proposed 15% reduction in cash

Housing Benefits benefits for housing beneficiaries

HUD Budget Savings .55 .55 Impact of higher cash assistance.
.55 B estimate assumes housing
benefits are reduced

Social Security Revenue .3 .3 Jobs program increase social
security revenues

UI Savings A A Jobs program reduces unemployment

TotaT, Proposed $29.15 $25.55



ATTACHMENT B

PROGRAM tOSTS: HEW AND OMB ESTIMATES
| ($ billions)

HEW: July 24 Cash $20.

7
. Jobs 8.2
$28.9 a/
OMB add-ons:
Overpayments and payments to ineligibles +1.5

(Based on 8% dollar error rate achieved in
AFDC in 1976)

Asset test +1.0

(Based on latest HEW staff computations)
Veterans pension offset +0.3
(Based on income Tevels of veterans pension
recipients) |
Earned Income Tax Credit +7.0
(Based on initial Treasury
Estimates)
OMB Staff Estimates $38.7

a/ Excludes Earnea Income Tax Credit revenue loss of $3-4 billion
~ above the cash assistance break-even point.
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THE PRESIDENT HAS SEEN.

USS DWIGHT D. EISENHOWER (CYN 69)
FLEET POST OFFICE
NEW YORK 09501

At Sea
North Atlantic (Z/
1 August 1977

Dear Mr. President:

We are returning from the first sea trials of the USS DWIGHT D. EISENHOWER
(CVN 69), our third nuclear powered aircraft carrier and our tenth nuclear
powered surface warship. The purpose of the trials is to demonstrate the
performance of her two reactor propulsion plant which produces about as
much power as the eight reactor plants in the first nuclear carrier, the
USS ENTERPRISE (CVN 65). The DWIGHT D. EISENHOWER was built by the Newport
News Shipbuilding and Dry Dock Company, Newport News, Virginia. She is a
sister ship of the USS NIMITZ (CVN 68) which was delivered in 1975 and is
now assigned to the U.S. Atlantic Fleet. One more ship of this class, the
CARL VINSON (CVN 70), is also under construction at Newport News.

The EISENHOWER has a length of 1,092 feet, a flight deck width of over
250 feet, and a combat load displacement of nearly 95,000 tons, and can
provide sustained support for a naval air wing of about 100 aircraft.
Her initial nuclear cores will provide her with enough fuel to carry out
operations for the next 13 years, thus making her truly independent of
propulsion fuel logistic support. These cores contain energy equivalent
to over two million tons of coal or 11 million barrels of oil, enough
oil to fill a train of tank cars stretching from Washington to Boston.

The ENTERPRISE was delivered in 1961. She operated three years before
her first refueling, including a 30,000 mile cruise around the world in
1964 without logistic support. She was accompanied by the nuclear cruis-
ers LONG BEACH (CGN 9) and BAINBRIDGE (CGN 25).

Following her first refueling the ENTERPRISE operated four years, including
four deployments to Vietnam, before her second refueling and overhaul in
1970. To date, the ENTERPRISE has steamed almost one million miles. Her
present reactor cores are expected to provide fuel for a total of at least
13 years.

We now have seven nuclear-powered guided-missile ships in operation; the
cruisers LONG BEACH (CGN 9), BAINBRIDGE (CGN 25), TRUXTUN (CGN 35),
CALIFORNIA (CGN 36), SOUTH CAROLINA (CGN 37), VIRGINIA (CGN 38), and
TEXAS (CGN 39). Two more are under construction; the MISSISSIPPI (CGN 40)
and the as yet unnamed CGN 41. Congress has also authorized advance pro-
curement funds for the first of four nuclear cruisers planned to have the
AEGIS anti-air warfare weapons system.

When General of the Army Dwight D. Eisenhower became our 34th President
in January 1953, the only nuclear warship under construction was the
submarine NAUTILUS. The second nuclear submarine, the SEAWOLF, had been

tiec ic opy
for Preservation Purposes



authorized by Congress a few months previously. Mrs. Eisenhower chris-
tened the NAUTILUS on January 21, 1954. President Eisenhower rode the
SEAWOLF while submerged during naval exercises in the Atlantic in 1957.
This was the first visit of a President to a nuclear-powered warship.

During President Eisenhower's Administration 27 more nuclear attack
submarines were authorized for construction, including eight new designs.

The POLARIS nuclear submarine program, which many believe to be our Nation's
greatest deterrent weapon system, was started on a crash basis under him in
the 1958 shipbuilding program, and the first 14 POLARIS submarines were
authorized in his Administration. President Eisenhower rode the PATRICK
HENRY, the second POLARIS submarine, in 1960.

The nuclear surface Navy was also started while President Eisenhower was
in office. The cruiser LONG BEACH, the carrier ENTERPRISE, and the cruiser
BAINBRIDGE were authorized in 1957, 1958, and 1959 respectively.

Nuclear power in surface warships gives them the ability to operate con-
tinuously at high speed which affords them protection not available to
non-nuclear ships. This could mean the difference between victory and
defeat in battle. As the number of our foreign bases and the size of our
Fleet continue to decline and the availability of foreign oil becomes more
tenuous, the need for ships not dependent on a logistic umbilical cord for
0il will continue to increase.

Next to providing the major deterrent to all-out nuclear war, I believe
that the most important mission of our Navy is to insure that our first
line naval striking forces can carry out their mission against threats
developing from potential enemies. A significant portion of our major
surface warships must be nuclear powered or we may end up without a
credible deterrent to aggressions which do not warrant escalation to a
nuclear war.

For the foreseeable future the aircraft carrier will be the principal
offensive striking arm of the Navy in a non-nuclear war. No other weapon
system under development can replace the long-range, sustained, concen-
trated fire power of the carrier air wing. Nuclear submarines and nuclear
surface ships with anti-air and anti-submarine capabilities are all needed
to supplement and augment the capabilities of the nuclear carrier.

Carriers are vulnerable to attack by Soviet sea-based cruise missiles--as
are all surface ships. However, the first line of defense surface ships
have against missiles and their launching platforms is carrier based air-
craft. Without carriers and their aircraft, other surface warships,
replenishment ships, and amphibious forces will all be much more vulner-
able. The nuclear carrier task force with its capability of unlimited
operation at high speed is the most powerful, least vulnerable surface
ship force in the history of naval warfare.



Nuclear ships are often compared in cost with cheaper conventional ships
of much less military capability, the argument being that we should build
more of the cheaper conventional ships rather than fewer of the nuclear
ships. Yet study after study has shown that when all costs are considered
nuclear warships cost little more than conventional warships having the
same weapons systems—--the nuclear warships being far superior militarily.

Further, the cost of war itself far exceeds any cost needed to be prepared
to prevent it. The best warships and ultimately the cheapest we can build
are those which are never used in combat because they are adequate to
prevent war.

With the heavy military and non-military demands on our budget, the
United States must spend only where it is necessary and where the value
received is clear. The true value of a Navy capable of countering the
Soviet threat cannot be measured in dollars alone; survival may also
depend on it.

The Soviets have recognized the importance of becoming the world's strong-
est sea power. We have chosen not to challenge them with numbers of ships.
For this reason, I believe it essential that the ships we do build be the
most powerful and effective weapons we know how to build. This requires
nuclear propulsion for major warships. The penalty for any other approach
is the steady erosion of our conventional military forces, with consequent
reduction in our influence and in our "options'" in world affairs. The
alternative is to rely for our security solely on nuclear weapons; their
use could mark the supreme failure of mankind.

Respectfully,
éluég, nARA L
. G. Rickover

The President
The White House






about U.S. policy in Korea. The Japanese also discussed
investment and trade policy. Dr. Brown said that, in
general, his Far East trip was productive, although much
more remains to be done.

-~ This week Dr. Brown will hold a number of meetings
and testify on the U.S.-Soviet strategic balance and the -
SALT negotiations. He will testify before the House Armed
Services Committee tomorrow in a hearing on the Administra-
tion's budget amendments (deleting the B-1 appropriation
and adding money for the cruise missile).

-- Later this week, the President and Dr. Brown will
meet at the White House with a group holding more "conserva-
tive" views on U.S. weapons systems, strategic balance and
related issues.

-— Dr. Brown has discussed with Congressman George
Mahon how to proceed with various proposed rescissions,
including the Minute Man III production in FY 77 and adjust-
ment of the B-1 program in the FY 78 budget amendment. The
Administration was unsuccessful in its efforts to rescind
the patrol hydrofoil, and Dr. Brown thinks it is important
for us to do everything possible to sustain the President's
proposed rescissions. Congressman Mahon is prepared to
help us on the House floor even if we are unsuccessful in
the Subcommittee.

2. Ms. Kreps reported that the cargo preference issue
is beginning to settle down. Congressman McCloskey has
apologized for making certain conflict~of~interest allega-
tions regarding an Assistant Secretary of Commerce.

-~ She said that a recent story by James Wooten in
the New York Times inaccurately stated that no money was
reaching farmers under the Administration’'s drought program.
In fact, the Department of Commerce is distributing funds
according to schedule, and more than $40 million has already
been spent. Mr. Bergland and Mr. Andrus said that USDA and
Interior, respectively, are also on schedule in distributing
available drought funds. Deputy Press Secretary Rex Granum
said that the Press Office had already corrected the Wooten
story, but that the correction has not been printed. The
President suggested that a press release be issued based on
information supplied by Agriculture, Commerce and Interior.

-- Ms. Kreps noted that her recent statement that the
retirement age should be increased from 65 to 68 was made
in the context of a discussion of her writings on the subject
before she entered the Administration. 1In light of recent



press accounts, however, she would be happy to issue a joint
statement on the matter with Mr. Califano, if such a state-
ment seems advisable.

-~ The President described the evolution of his
position on cargo preference. Former President Ford vetoed
a bill setting the preference at 30%. The Carter proposal
sets a 9.5% preference for five years. The President said
that he believes it is important to have an American-owned
merchant marine, and that his statements to this effect were
made early in his primary campaign. He noted that if
Congress were to pass a more liberal cargo preference bill,
a veto would be likely. The 9.5% preference will result in
modest increases in prices.

3. Mr. Adams said that, in coordination with Frank
Moore and Dr. Schlesinger, he and other DOT officials had
spent a great deal of time on the energy legislation last
week. The bill has been given a strict rule in the House
which permits amendments to be voted only up or down. The
leadership, including the Speaker, ad hoc Energy Chairman
Ashley and others, have agreed on the amount and allocation
of a gasoline tax, and Mr. Adams said that, if it is to pass,
the Administration must maintain a unified position on the
gasoline tax amendment. He predicted that if the Administra-
tion is divided on the subject, a Republican substitute will
pass, and other positive aspects of the legislation may be
lost as well. He suggested that the President send a letter
to the Speaker indicating Administration support for the
leadership's position on the gasoline tax. Dr. Schlesinger
said that he has prepared a draft statement on the legisla-
tion.

-- The Department of Transportation has prepared a state-
ment on public transportation policy which is being reviewed
by OMB. Mr. Adams noted that an excellent article appeared
in yesterday's Outlook section of the Washington Post on the
subject of mass transit. He said that although we need to
control costs, we must also make firm and fixed commitments
if any system is to work.

4. Mr. Lance said that he will testify today on the
Administration's first reorganization plan.

-- He and Esther Peterson are sending a letter to
Congress today identifving twenty-six consumer offices which
they recommend be combined. The consolidation and budget cuts
would save $20 million, only $15 million of which would be
devoted to the new consumer agency, for a net savings of $5
million. The President noted that this savings is more than
had been anticipated.



~- Mr. Lance requested ten minutes at a future Cabinet
meeting to discuss the problem of calculating agency outlays
accurately. The short-fall in FY 77 has increased. Messrs.
Blumenthal, Califano and Schultze stressed the need to
reduce miscalculation. Mr. Schultze said that miscalculation
of federal spending robs Americamsof either a tax cut or
other needed expenditures. Mr. Blumenthal suggested that the
people who make the estimates should be made to understand
their importance and should be held responsible for their
accuracy.

5. Mr. Wolff said that Mr. Strauss 1is on a brief vaca-
tion with his family.

-- He said that the trade negotiations were back on
track after being stalled for four years, and that the staff
trip to four European capitals (following Mr. Strauss'
recent discussions) was very productive.

~~ He reported that the government won the appeal in
the Zenith case involving Japanese color television imports.

-- He said that the French have indicated that both
the Concorde decision and the recent depreciation of the
dollar will adversely affect U.S. trade negotiations with
France.

6. Dr. Schlesinger said that the House adopted last
Friday an artfully drafted rule to control debate on the
comprehensive energy plan. He noted again that he had pre-
pared a statement for the President to the House Leadership
on the legislation.

-- A Senate committee will consider natural gas deregu-
lation this week.

-- He noted that the forthcoming negotiations with the
Canadians regarding the route for the Alaska gas pipeline
will be extremely delicate. He said that Prime Minister
Trudeau may want to discuss the matter with the President by
telephone on Saturday. The President asked for a briefing
memorandum from Dr. Schlesinger on the subject.

7. Ms. Harris said that she visited Johnstown, Pennsylvania
on Friday and viewed the mud and stench that remain from the
recent flood. She was impressed by the combination of federal,
state and local efforts to aid victims of the flood.



-- The House/Senate Conference Committee is still
deadlocked on the subject of urban development action grants.
Since one such grant is pending for Johnstown, Pennsylvania,
Ms. Harris predicted that some progress with the legislation
might be made. She commended the Chairman of the House
Conferees for his help.

8. Mr. Bergland said that the forest fire season has
begun: 300 fires have already occurred, and many more are
expected.

~- The Department of Agriculture is undergoing a zero-
base budget review, and "asking all the hard questions."

-- After six days of debate, the House passed the Farm
Bill last week. All of the Administration amendments were
adopted, but also adopted was an amendment on sugar which
the Administration opposed strenuously. The Senate/House
conference begins today and should conclude by the end of
the week. Mr. Bergland has met with Senate Agriculture Com-
mittee Chairman Talmadge and four of the Senate conferees,
but predicted that deleting the sugar amendment will be
"most difficult."” The President asked for a memorandum on
the subject. Mr. Schultze inquired about a proposed compro-
mise which he heard discussed on the radio and which
Mr. Bergland said is the compromise being offered by the
industry. Mr. Bergland said that the industry compromise is
also not acceptable. He added that Under Secretary of State
Jules Katz 1is in London negotiationg an international sugar
agreement, and that some progress is being made. According
to Mr. Bergland, if an international agreement is reached
soon, the House may be persuaded to abandon its amendment.

8. Mr. Blumenthal said that the large trade deficit
is adversely affecting our external accounts. He suggested
that the deficit is largely attributable to U.S. energy
imports, and he predicted that the deficit is likely to con-
tinue at a high level. Dr. Schlesinger noted that energy
imports have fallen since June, when they reached a peak
because of widespread fear of a rise in OPEC olil prices which
never materialized. He said the growth of oil imports is
now in phase with the growth of the economy. Dr. Schlesinger
also said that he opposes a limitation on oil imports because
such a limitation would only drive up oil prices in the U.S.
Mr. Schultze added that an import quota would also decrease
domestic 0il stocks and create a shortage problem if next
winter turns out to be as severe as last winter.
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~-- Mr. Blumenthal noted that the decline of the dollar
1s now more moderate, approximately at 1%. He said that the
U. S. will not intervene radically to support the dollar. He
will go to Paris at the end of the week for the International
Monetary Fund (IMF) meeting on the Witteveen facility. He
will also have some bilateral meetings with other finance
ministers.

9. The Vice President said that he is receiving "spotty"
reports on the Congressional liaison efforts of the wvarious
departments. He urged Cabinet members to get their Congres-
sional liaison directors personally involved on the Hill. Mr.
Blumenthal said that he would like to know if any complaints
have been received about his Congressional liaison staff and
suggested that other Cabinet members would like to be similarly
informed. The President asked for a memorandum from each Cabinet
member on the number of people in their Congressional liaison
departments who are actually engaged in lobbying efforts on
the Hill for departmental legislative programs.

10. The Attorney General said that he had nothing to
report this week.

-~ The President asked Mr. Bell about the Sacco case
in Buffalo in which a man indicted on numerous federal
counts, including attempted murder, was released on $10,000
bail, despite the vigorous complaint of the U. S. Attorney.
The President asked for a memorandum from the Attorney General
on what, if anything, can be done in such situations.

11. Mr. Marshall said that the Department of Labor study
of OSHA has been widely misinterpreted. . The President said
that he signed a directive yesterday on the subject which he
hopes will put the study in a positive light.

~- Mr. Marshall said that the Administration's public
service employment programs have also been widely misunder-
stood. A recent television broadcast reported erroneously
that only 50,000 jobs have been provided. Mr. Marshall
suggested that the signing ceremony for the summer youth
employment bill will offer a good occasion to clarify the
facts.

~- The President urged Cabinet members to take every
opportunity to make known the directions and accomplishments
of the Administration in a continuing effort to keep the
public informed of what we are doing and why. Ms. Harris
commented that it is also extremely important for the
President himself to express his concern for the problems
of the poor and the disadvantaged, and to make clear that
public service jobs and similar programs are among his highest
priorities. In Ms. Harris' opinion, many people, especially



minorities, are "nervous and uncomfortable" about the
Administration's commitment to issues such as these.

—-- Ambassador Young added that many Americans view
the term "balanced budget"” as a code word, similar to the
term "law and order" in the Nixon Administration. To them
it means anti-poor and anti-black. Mr. Young suggested
that we hold a White House conference of leaders of the poor
to outline some of the Administration's accomplishments and
to discuss our future directions and priorities. Members
of the Cabinet and other senior advisers to the President
could discuss different aspects of the President's program,
and the President could make a brief appearance at the
meeting. The President suggested that such a meeting might
be held during the August recess.

12. Mr. Young said that he will go to Jamaica on
Friday and asked Mr. Bergland if he might have a briefing
on sugar before he leaves.

13. Mr. Schultze agreed with Mr. Young about the
necessity for a public education strategy to dispel miscon-
ceptions and fears about a balanced budget.

-~ He said that the Senate Finance Committee may move
up to FY 1979 the proposed increase in payroll taxes on
employers to finance Social Security. Such a move would
add almost 1% to the rate of cost increase in 1978, and
even more to ultimate prices.

14. Mr. Califano said that the employer tax concept is
unanimously supported by the Senate Finance Committee,
although House Ways & Means Committee Chairman Ullman may
be more flexible. Senator Long is advocating the concept
because he does not want to use general revenues to finance
Social Security. Senator Long also wants to attach the
reform proposals to H.R. 7200, a move which the Administra-
tion strongly opposes. Mr. Blumenthal suggested a meeting
with Messrs. Schultze, Califano and Eizenstat on the matter.
Ms. Kreps said that she would also like to attend.

-~ Mr. Califano asked the President to call Congressman
Rogers on the hospital cost containment bill. He said that
thanks to Brock Adams' good advice on the personalities
involved, other members of the House and Senate are ready to
act on the legislation. Senator Kennedy has already moved
a stronger bill in the Senate.
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-- Mr. Califano has recently reorganized the human
services component of HEW.

-- Mr. Califano said that he spent two hours with
Senator Long on welfare reform within the last few days,
and two hours this morning with Congressman Ullman. He
would like to talk to the President about these conversa-
tions in some more detail.

15. Mr. Andrus said that he needs guidance on the
public works bill. The President said that he has already
sent him a note.

~- He said that progress on the satellite project that
he outlined at a recent meeting is good. Members of the
Cabinet have worked well with him, although he still needs
a bit more help from Mr. Califano and Dr. Brown.

-- Interior 1s proceeding with zero-based budgeting
for fiscal year 1979. 390 Decision units have been reduced
to 242.

~-- Mr. Andrus asked the President to review his memoran-
dum on the Alaska gas pipeline route prior to discussing the
issue with the Canadians this weekend. Mr. Adams explained
the concerns of Alaska's Congressional delegation.

16. Mr. Christopher said that Mr. Vance left at 10 p.m.
last night for Alexandria, Egypt. He will visit all of the
Arab capitals and then go to Israel. He will return via
London where he will meet to discuss Southern Africa with
British Foreign Minister David Owen and South African Minister
of Foreign Affairs Botha.

-~ Tanzanian President Nyerere will arrive this week for
discussions with the President. ‘

-- Mr. Christopher described his own nine-day trip to
the Australia, New Zealand and U. S. (ANZUS) meeting in New
Zealand. He also stopped in Belgrade, New Delhi and Bangkok.
Mr. Christopher said that we are on the verge of better rela-
tions with India, thanks to the President's correspondence
with leaders there and to their reactions to the moral values
implicit in the President'’s foreign policy. The atmosphere at
the ANZUS meeting was cordial. Some concern was expressed
about U. S. policy in the Indian Ocean, but major concerns
on that subject were allayed. Mr. Christopher said he was
received with great warmth and hospitality by the New



Zealanders and that he met with the Prime Minister and
members of his Cabinet.

18. The President said he will send three messages to
Congress this week: (1) drugs; (2) welfare; and (3)
undocumented workers. The comprehensive drug message was
prepared by Dr. Peter Bourne, who is working very closely
with the President on this subject and also on world
health problems, including world hunger. The President
is sending a memorandum to Cabinet members on Dr. Bourne's
activities and urged their closest cooperation with him.
Dr. Bourne has virtually no staff and needs to rely on
staff assistance from the Departments to carry out his
assignments from the President.

-— The President will meet with Congressman Ullman and
Senator Long on welfare reform this week and will announce
the welfare reform program on Friday. He has spent scores
of hours on the subject and consultations have been exten-
sive. He described the program as well balanced.

-—- The message on undocumented workers will be sent up
on Thursday. Senators Eastland and Kennedy and Congressman
Rodino will sponsor the legislation.

~- Negotiations over clean air standards are stalemated
despite efforts of the Senate and House Leadership. The
President is eager to break the deadlock and will devote
some of his personal time in an effort to do so.

-~ The President expressed his concern about recent
leaks to the press regarding specific discussions at Cabinet
meetings. He urged Cabinet members and White House staff
not to characterize to the press what he and others say
during the Cabinet meetings and said that Rex Granum should
be the person to brief the press on the meetings.

~- The President asked Cabinet members to complete their
hiring for regional posts as soon as possible and asked for
weekly status reports on their progress in filling remaining
vacancies. He commented that at every bi-weekly Leadership
breakfast and at other meetings he attends with members of
Congress, the subject is constantly raised. He listed
several Cabinet departments that still have numerous positions
open and asked the Cabinet members to give the matter their
immediate attention.
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-- The President said that some weekly summaries
submitted by Cabinet members are superb, while others
contain unnecessary information about travel plans, speeches
and related items. He asked Cabinet members to include only
those items in their reports which they think are important
for him to know. He noted that he will not complain about
the brevity of reports.

-— The President said that he is very pleased with
the policies we have developed during the last six months
and with the general progress of the Administration. He
pointed out that there are some extremely difficult issues
immediately confronting us in the area of foreign affairs,
some of which are as follows:

-- In order to obtain ratification of the
Panama Canal Treaty, it willl be necessary to estab-
lish a broad-~based coalition of support, a task
which will require tremendous time, skill and
hard work.

~- The status of Taiwan continues to be a
most sensitive and complex issue. Mr. Vance will
go to China shortly after returning from his trip
to the Middle East.

~- Tensions in the Middle East continue to be
serious. The President has met personally with
all the Middle Eastern leaders and devoted substan-
tial time to a personal study of the history of
that part of the world. He believes that all of
the leaders in the Middle East want peace, and
that we now have outlined the general principles
of a workable peace settlement. We are presenting
the same principles to all of the parties involved
and are trying to lay the groundwork for productlve
talks in Geneva in October. .

-~ The subject of Rhodesia will be discussed at
length when President Nyerere of Tanzania meets
with the President this week. The U.S. has been
working closely on the matter with British Foreign
Minister David Owen, and the President hopes that
a transition to a more democratic government in
that country can take place. The situation in
Rhodesia is, of course, closely related to the situa-
tion in South Africa.

-- We are continuing to negotiate with the
Soviets on numerous important issues. There has
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not been much progress on SALT and Mr. Vance
will meet with Minister of Foreign Affairs
Gromyko again in September. More progress has
occurred on the Compresensive Test Ban issue and
on arms limitation in the Indian Ocean.

-- We are implementing a more restrictive
policy on U.S. arms sales and will persist in our
efforts to persuade other nations to engage in
similar efforts; our success thus far in this
area has been limited.

-~ We can expect opposition from many gquar-
ters on the President’'s position on nuclear non-
proliferation.

-- The President reaffirmed his position on
human rights despite some of the problems it
causes and the practical difficulties of its
specific application.

-~ In summary, the President said that he
believes in the correctness of our major decisions
so far. He stressed that we must constantly
reassess our positions and be flexible enough to
modify them when wisdom and circumstances redquire
it. The President said that, in his opinion, we
are headed in the right direction, and the
American people are with us.

17. Mr. Douglas Costle, EPA Administrator, reported
that four agencies, EPA, OSHA, FDA and the Consumer Product
Safety Commission, will announce today a joint regulatory
reform effort in the area of toxic substances. Henceforth,
the agencies will pursue a common approach in seven areas,
including testing, risk assessment and enforcement. There
will also be monthly meetings of their respective regional
coordinators, and the agencies' general counsels are in

the process of identifying conflicts in the relevant enabling
statutes in an effort to find ways to standardize provisions.
Mr. Costle noted various Congressional committees have juris-
diction over the agencies involved, and this will doubtlessly

cause some problems.

18. The President said that he will leave Friday for
Plains, Georgia, but that he will return to the White Hous
next week and be at the White House or at Camp David duri

the remainder of August. He would like to have only one or
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possibly two meetings of the Cabinet before Congress recon-
venes in September and said that Jack Watson will be in
touch with the Cabinet members to discuss the most conven-
ient dates for the meetings(s). In all probability, it will
not be necessary to have a Cabinet meeting until the last
week in August or immediately after Labor Day. The
President urged Cabinet members to get some rest, do some
reflective thinking, and spend time with their families.

He reiterated his pleasure and pride in the Cabinet members
and the outstanding work they are doing.

The meeting was adjourned by the President at 11:05 a.m.
Respectfully submitted,

- Jdck H. Watson, Jr.

.
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Mr. President:

Stu Eizenstat and Charles
Warren concur with Lance.

Jim Fallows has edited the
attached proposed memorandum.

Rick
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