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“THE PRESIDENT'S SCHEDULE

- Wednesday - November 16,1977

9:00

(5 min.)

10:00

'10:30

60 min.)

12:30

2:30

(10 min.)

‘Dr. Zbigniethrzezinski - fThe-bval‘Office, '

Mr. ‘Frank Moore '—'fThe'OValﬁoffice;

Mr. Dick Dbénny, Jr. (Mr..Jack Watson)
The Oval Offlce. ,

Mr. Jody Powell - “The Oval Office.

A'Meetlng with His Imperial Ma]esty ‘ _
- The Shahanshah of Iran. (Dr. ‘Zbigniew

‘Brzezinski) '~ The Oval Office
and the Cabinet Room.

Lunch with Secretary BrockvAdams;_
The Oval Office. -

Mr. James McIntyre - The Oval Office.

Mr. Charles Schulfze '-= - The Oval Office.

Mr. Heath Larry, President, Natlonal Association
of Manufacturers. (Mr. Hamllton Jordan).
The Oval Offlce.



2:%0
THE PRESID.uT HAS SEEN.

THE WHITE HOUSE c

/'

WASHINGTON

November 15, 1977

MEETING WITH HEATH LARRY, PRESIDENT, NATIONAL ASSOCIATION OF MANUFACTURERS

Wednesday, November 16, 1977
2:30 P.M. (10 minutes)
The Oval Office

From: Hamilton Jordan
I. PURPOSE
To discuss opportunities which may exist for the National Association
of Manufacturers and Mr. Heath Larry, personally, to be of assistance

to the administration.

IT. BACKGROUND, PARTICIPANTS, & PRESS PLAN

A. Background: The National Association of Manufacturers is the
second largest association representing business in Washington.
Member companies are responsible for 78% of all goods manufactured
in the United States. They represent 13,850 manufacturing firms
including all the Fortune 1,000 except one (Ford Motor Company),
as well as 120,000 additional manufacturing firms through their
various state affiliatiomns.,

Heath Larry was Vice Chairman of the Board of U, S. Steel from

1966 to 1977. Prior to that he was Vice President of U, S. Steel
for Industry and Labor Relations and helped establish the National
Labor Relations Board. He is well respected by labor leaders,
including George Meany and I. W. Abel, and helped establish liberal
labor contracts which gave labor many of its benefits and
advantages in the steel industry. He is active in the arts and
believes in social responsibility for corporations.

He became President of the National Association of Manufacturers
in 1977.

B. Participants: Mr. Heath Larry
President
National Association of Manufacturers

C. Press Plan: White House photo
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TALKING POINTS

The following topics will be discussed:

1. Heath Larry was one of the earliest public supporters of the
Panama Canal Treaties and has, in fact, taken this position in the
face of strong board opposition. This would be an excellent
opportunity to thank him and urge him to continue his support, as
well as solidify this excellent bridge to the business community.

2. It has been learnmed that the National Association of Manufacturers
would like to endorse, in principle, the compromise version of the
Humphrey-Hawkins Bill but feel that their endorsement may hurt the
administration by making it appear that we backed up too far.

NOTE: Charlie Schultz and Bert Carp feel we would welcome this
statement provided it is said in a positive manner.

3. Because of his excellent contacts in the business community and
with labor leaders, he would like the administration to consider him
a resource in this regard. He wants to suggest a regular monthly
meeting for an ad hoc business group consisting of members of the
National Federation of Independent Businesses, Business Roundtable,
U. S. Chamber of Commerce and the National Association of
Manufacturers. NOTE: Jack Watson is already holding these types

of meetings and, perhaps, this idea should be coordinated with him.

4. He wants to discuss his perception of the various attacks leveled
against American industry, culminating with the attack on the oil
industry. He will offer his suggestion that all the tough issues
need to be tackled immediately, as you are doing, and get them out

of the way as quickly as possible.

5., He wants to offer his personal support and cooperation in any way
you might be able to use them.
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THE WHITE HOUSE

WASHINGTON

November 15, 1977

MEETING WITH HEATH LARRY PRESIDENT, NATIONAL ASSOCIATION OF MANUFACTURERS

II.

Wednesday, November 16, 1977
2:30 P,M. (10 minutes)
The Oval Office

From: Hamilton Jordan

PURPOSE

To discuss'oppOrtunities’which may exist. for the National Association
of Manufacturers and Mr. Heath Larry, personally, to be of a531stance
to the administration. : : -

BACKGROUND,’PARTICIPANTs; & PRESS PLAN

A.

Press Plan: FWhite House photo

.'Background: The National Association of Manufacturers is the

second largest assoclation representing business in Washington.

- Mémber companies are responsible for 78% of all goods manufactured.

in the United States. They represent 13,850 manufacturing firms
ineluding all the Fortume 1,000 except one (Ford Motor Company),
as well as 120,000 add1t10nal manufacturing firms through their

-various state affiliations.

Heath Larry was Vice Chairman of the Board of U, S. Steel from

1966 to 1977. Prior to that he was Vice President of U. S. Steel
for Industry and Labor Relations and helped establish the National
Labor Relations Board. He is well respected by labor leaders, A
including George Meany and I. W. Abel, and helped establish llberal
labor contracts which gave labor many of its benefits and
advantages in the steel industry. He is active in the arts and
believes in social responsibility for corporatlons.

He became President of the National Associatlon of Manufacturers
1n 1977. -

Participantg: Mr. Heath Larry
: ’ President
National Assoc1at10n of Manufacturers
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III.

TALKING POINTS

The following topics will be discussed:

1. Heath Larry was one of the earliest public supporters of the
Panama Canal Treaties and has, in fact, taken this position in the
face of strong board opposition., This would be an excellent
opportunity to thank him and urge him to continue his support, as
well as solidify this excellent bridge to the business community.

2. 1t has been learned that the National Association of Manufacturers

‘would like to endorse, in principle, the compromise version of the

Humphrey-Hawkins Bill but feel that their endorsement may hurt the

. administration by making it appear that we backed up too far.

3. Because of his excellent contacts in. the business community and

with labor leaders, he would like the administration to consider him

a resource in this regard. He wants to suggest & regular monthly
meeting for an ad hoc business group consisting of members of the
National Federation of Independent Businesses, Business Roundtable,
U. S. Chamber of Commerce and the National Association of

Manufacturers.

4. He wants to discuss his perception of the various attacks leveled '
against American industry, culminating with the attack on the oil o
industry. He will offer his suggestion that all the tough issues
need to be tackled immediately, as you are d01ng, and get them out
of the way as quickly as possible » :

5. He wants to offer his personal support and cooperatlon in any way
you might be able to use them.

6. Although he willlprobably not bring it'up, Heath Larry is very
anxious for you to speak to the Annual Congress of American Industry
which will meet in Washington on February 21 1978, for which you

have prev1ously received an invitation.
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TALKING POINTS

»IThe following topics will be discussed:

1. Heath Larry was one of the earliest public supporters of the
Panama Canal Treaties and has, in fact, taken this position in the
face of strong board opposition. This would be an excellent
opportunity to thank him and urge him to continue his support, as _
well as solidify this excellent bridge to the business community. = = =

© 2. It has been learned that the National Association of Manufacturers

would like to endorse, in principle, the compromise version of the

" Humphrey-Hawkins Bill but feel that their endorsement may hurt the

administration by making it appear that we backed up too far. v
NOTE: Charlie Schultz and Bert Carp feel we would welcome thlS

statement provided it is said in a p031t1ve manner.

3. 'Because of his excellent contacts in the business community and

with labor leaders, he would like the administration to consider him '

a resource in this regard,. He wants to suggest a regular monthly
meeting for an ad hoc¢ business group consisting of members of the
National Federation of Independent Businesses, Business Roundtable,
U. S. Chamber of Commerce and the National Association of = .
Manufacturers. NOTE: Jack Watson is already holding these types
of meetings and, perhaps, this idea should be coordinated with him.

4, He wants to discuss his perception of the various attacks leveled
against American industry, culminating with the attack on the oil
industry. He will offer his suggestion that all the tough issues
need to be tackled immediately, as you are d01ng, and get them out

of the way as quickly as possible.

5, He wants to offer his personal support and .cooperation in any way
you might be able to use them.
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THE WHITE HOUSE
WASHINGTON

November 16, 1977

Hamilton Jordan
The attached letter was returned in
the President's outbox today and
is forwarded to you for your informa-
tion. The signed original has been
sent to Stripping for mailing.

Rick Hutcheson

cc: . Stripping

RE: LETTER FROM AILYSE BAIER




IHE PRESIDENT HAS SEEL.

November 16, 1977

TO: PRESIDENT CARTER
FROM: HAMILTON JORDAN
RE: LETTER FROM AILYSE BAIER

I have tried to see you several times regarding
the letter you received from Ailyse Baier. I would
recommend that you allow our personnel office to handle

this as they would any other job request.

Ailyse Baier and her husband did help us with the kick-
off. They created so many problems along thé:way and
created so many-personal cohflicts with the campaign étaff
that they chose to be less involved until after it was

obvious you would be elected.

I am not suggesting that we prevent her from finding a

job - quite the contrary, I think we should help her. But
she deserves no special consideration or treatment. I can
think of scores of people more deserving than her who did
not get placed in a permanent position. For your own

information, in her conversations with people here, she
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has made it plain that she would only accept a position in

the White House.

I would suggest that you send her the following letter.






THE WHITE HOUSE
WASHINGTON

November 16, 1977

Stu Eizenstat

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

Rick Hutcheson

ADDRESS TO 'WASHINGTON PRESS CLUB
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LOG IN/TO PRESIDENT TODAY

IMMEDIATE TURNAROUND
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MONDALE ENROLLED BILL
COSTANZA AGENCY REPORT

¢ﬁ EIZENSTAT CAB DECISION
JORDAN EXECUTIVE ORDER
LIPSHUTZ Comments due to
MOORE Carp/Huron within
POWELL 48 hours; due to
WATSON Staff Secretary
LANCE next day
SCHULTZE
ARAGON KRAFT
BOURNE LINDER
BRZEZINSKI MITCHELL
BUTLER ‘MOE
CARP PETERSON
H. CARTER PETTIGREW
CLOUGH POSTON
FALLOWS PRESS
FIRST LADY ' SCHLESINGER
HARDEN SCHNEIDERS
HUTCHESON STRAUSS
JAGODA VOORDE
KING 1! |WARREN
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THE WHITE HOUSE /[
WASHINGTON égz ; r[';70}<
November 17, 1977 "==7;Zj—

MEMORANDUM FOR THE PRESIDENT

o~
FROM: STU EIZENSTAT é’{l/l/

SUBJECT « Washington Press Club

For the past ten months I have been asked to address
the Washington Press Club and I have been putting it
off. I am now scheduled to speak to the group on
Thursday, November 17. I will keep this as general as
possible and attempt to make as little news as possible.

cc: Jody Powell
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EYES ONLY FOR THE PRESIDENT

from Charlie Schultze
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THE CHAIRMAN OF THE ’
COUNCIL OF ECONOMIC ADVISERS
WASHINGTON /
EYES ONLY November 15, 1977

i
MEMORANDUM FOR THE PRESIDENT
FROM: Charlie Schultze Cl—s

Subject: Housing Starts and Personal Income in October

Housing Starts

The Census Bureau will release tomorrow (Wednesday,
November 16) at 2:30 p. m. its estimate of housing starts in
October. The news is good. '

Total housing starts rose 5-1/2 percent last month to
an annual rate of 2,179 thousand units -- the highest rate
since May 1973. This gain was mainly in multi-family dwellings
(up 14 percent), but single-family units also rose (2-1/2
percent). For single-family units, the current rate of new
starts is an all-time record.

Housing starts are an erratic series, and sometimes the
significance of a given month's change -has to be discounted.
There is no reason to do so in this case. The underlying trend
of homebuilding still seems to be upward, and new home sales
recently have also shown more vigor.

Rising residential construction will likely be an
important source of strength in the fourth quarter -- and it
will be needed to pull up the growth of real GNP from its
relatively sluggish third-quarter pace. Also, the continuing
strong performance of homebuying suggests that consumer
confidence has not been seriously damaged by the economic
slowdown.

Personal Income

Personal income (data released Wednesday morning,
11/16) rose strongly in October - 1.3 percent, almost 17
percent at annual rates. The rise in personal income was
due, however, not to a strong rise in employment or hours
worked but to large pay increases. The Federal government
pay raise became effective in October; and private average
hourly earnings rose sharply after small increases in the
prior two months.
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THE WHITE HOUSE
WASHINGTON

November 16, 1977

Frank Moore

‘RE:

.The attached was returned in

the President's outbox. It ijs
forwarded to you for your
information, : '

Rick Hutcheson

"A SPOTTY SCORECARD FOR CARTER'S
LOBBYISTS"
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-reform, a welfare overhaul,

7 lem,”
- Johnson Administration -
- lobbyist. -
. Congress by his reform-
:er’s calls to come here -

-.. ineffective decentraliza-
“‘tion of lobbying. White

 heads a five-person staff .

GOVERNMENT g

, A sp@tty scorecard for Carﬁer S

No-one is more painfully aware of Presi-
dent Carter’s troubles with Congress

than his Administration’s harried band

of lobbyists,

The Carter Admlmstratlon s lobbymg'

techniques may, in fact, have to undergo

a basic transformation if the President

hopes to deliver on his promises for tax
national
health insurance, and ‘a comprehensive
energy plan. Carter himself is faulted by

.many critics. “He created his own prob-

insists one former -

“He alienated

and. sweep out the bad

In addition, Carters -
.. fondness for *“Cabinet

government" has: re-
sulted in a sometimes

Hitz, Bennet,

House congressional liai-
son chief Frank B. Moore

inside the White House

that rarely takes the lead in a lobbymg
drive. At his weekly Friday afternoon
meetings .with departmental lobbying

- directors- at the White House, Moore

tracks legislative developments for Car-
ter and political chief Hamilton Jordan
and sets up interdepartmental task
forces to coordinate legislation. But he
expects the departments to do.the lion’s
share of the lobbying.

Credublmy The exceptions to this arise _-
when, as in the drive to extend the Clean

Air Act or to try to kill the Clinch River
(Tenn.) fast-breeder reactor, a bill is so

Lobbyists (clockwise -~
from above) Edes, -
'Stamplar, Godley

Under heavy pressure
to deliver on Carter s unfulfitied Iegislatlve agenda.

-Joseph A. Califano Jr.,

controver,sial. that the agency needs the
extra clout of the White House, or when
a department sends out a call for help.

. This means that Moore’s staff continues

to serve as firefighters organized around
key issues. Previous Administrations
divided up White House lobbying - as-
signments much more on the basis of
congressional geography, says a top
lobbyist from a previous Democratic
Administration. “As a result, these

_ people began to personify the White

House to the legislators and built op

- credibility.”

Then, too, some Cabinet Secretaries

with congressional backgrounds; such as .

Agriculture Secretary Bob Bergland and

- Transportation Secretary Brock Adams,
have a tendency to supersede their own
liaison chiefs, sometimes out of synch

with their boss in the Oval- Office.
Health, Education & Welfare Secretary
because of his
experience as a Johnson Administration
domestic whiz, also has a hard time
staying off the Hill. His liaison chief is

o0 Ol ICINNECQCO WEE - AMaviernbhar 14 1077 . AR

obbynsls

Richard Warden, a top-‘notch»-.lobbyist'-
who formerly served-as legislative direc-
tor of the United Auto Workers. But,
says one industry lobbylst “Warden is
bypassed by his boss.” -

Factors such as these help explam the:
spotty record of Carter’s lobbyists. By
area of responsibility, they line up as

. follows:

ENERGY. Frederick P. Hitz, the Energy

‘Dept.’s 38-year-old deputy assistant sec- °

retary for congressional relations, has -
had a bruising year on Capitol Hill
fighting for the Administration’s un-
loved energy plan. Hitz lobbied in the
Ford Administration for the Defense
Dept., where he had plenty of man-~ -
power—and a powerful defense industry -

. constituency—to draw on. But on the

energy fight, Hitz had fewer- than five

“liaison staffers to assist him.much of the
‘way, and he had virtually no consti-

tuency on which to build a lobbying base.
“No one in the executive branch can get

- you a vote,” he says in retrospect. “You

have to go out to where business, labor,
and the plant manager are and explam’_ '
this issue.” : -

One of Hitz’s problems however has
been that neither he nor Energy Secre- -

“tary James R. Schlesinger has had -

consistent control over the
.Administration’s energy
‘strategy. The White House -
liaison office, the domestic
policy staff, the Office of
'~ Management & Budget,. .
-and Treasury Dept. tax -
~gpecialists have all .at =
times exerted major, some-
| ““times - contradictory, in
. fluence over the lobbying. -

“TREASURY. Gene E. God--
ley, Asgistant Secretary. -
for Legislative Affairs,
heads a five-person Trea-
sury liaison staff. Former- .
ly administrative assistant
for Senator Thomas Eagle-
ton (D-Mo.), Godley’s first
action at Treasury was to remold the

YA H BuBlg

- department’s largely dormant lobbying

arm. In the past, Treasury Under
Secretaries such as Paul Volcker and
Charls E. Walker have served a$.de facto _
lobbying chiefs. But. Godley, who will °
face his supreme test with the tax-.

revision plan, says he is more interested -
in policy formation than Capitol Hill -

backslapping. He says: “I take greatcare’
not to refer to my people as lobbyists.”
Godley’s innovation at Treasury has

been to send his assistants to all the
_other key polzcy sessions conducted by




. For many experienced and
discriminating travellers, the inter-
Continental is quite SImpIy the only
place to stay in London.

.And for good reasons. Our
“hotel roomsfor instance, are all air-
canditioned. They all have private
bathrooms, their own refrigerated
bars, direct-dial telephones with
bathroom. extensions, and colour
.-television (with an extra channel
showing free in-house movies). Our
restaurant, Le Soufflé, has won a
- deserved reputatnon as one of the
finest in London. Our facilities for
the businessman are unrivalled; our
'service is unfailingly attentive; and
our location is the best in London.
. Ifyou're:coming to London, call
: your travel agent or Iocal Inter—

- Continental office first.”

We look forward toseei ng you..

HOTEL

INTERs CONTINENTAL
LONDO N -

ONE HAMILTON PLACE,
HYDE PARK CORNER, LONDON
Forrreservations, call Inter-Continentalin major
cities. New York 973-3800.
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_ we don’t, we're in trouble.”

‘Treasury’s Assistant’Secretaries.

“Then,” he says, “my staff meets every

- evening. and puts that together thh
. -what we've picked-up-on-the Hill”

sTATE. Douglas J. Bennet, who hea.ds

" the State Dept.s liaison office, has

carved :out a different role for hxmself
Congress is in the midst of reasserting
its authority in foreign policy, focused on
the Administration’s drive for new
Panama Canal treaties now and on new
strategic arms limitation accords with
the Soviets later. So the pressure ison to
corisult with Congress.

A former assistant to Vlce-Presndent
Hubert H. Humphrey and onetime top
aide to Senator Abraham A. Ribicoff
{D-Conn.), Bennet finds that sott of give
and take natural. “Mistakes in foreign
policy are very easily defined,” he says.
“When we consult, we’re all right. When
An example
of the latter was the Administration’s
surprise unveiling—with no advance

briefing for key foreign relations staff- -

ers in Congress—of its joint U.S.-
U. S: S. R. statement of principles on a
Mideast settlement. Bennet frankly calls
that a “flat-out mistake” but asserts
that he and his staff have soothed
congressional egos to the point where

- the “damage was quickly minimized.”
LaBoR. Nik B. Edes, the Labor Dept.’s -

33-year-old Deputy Under Secretary for
legislative affairs, works under a differ-

* ent set of constraints. Carter and “Big

Labor” view each other with suspicion, a
sentiment that was reinforced when the
White House took a hands-off approach
on the AFL-CIO’s abortive try to pass situs

picketing legislation. In addition, Edes-

works under Labor Secretary Ray Mar-

shall, who has adopted a role as the
liberal point man for the Administra--

tion, a stance that has lessened his clout

within Carter’s policymaking hierarchy. -

But after a shaky start, Edes, a
former aide to Senator Harrison A.
Williams Jr. (D-N.J.), is trying to

“improve his relations with his consti- -

tuency. Edes directs a staff of three
lobbyists. But he also oversees the Labor
Dept.’s intergovernmental affairs sec-
tion, which gives him regional links to
mayors, state - legislatures, and local

organizations, listening posts that can be .

helpful in building support for legis-
lation. Edes also has been given wide
leeway by Marshall to sit in on legis-
lative drafting sessions. But for Edes the
real problem may be that it is the AFL-
c10’s lobbying armies, not the Adminis-
tration’s, that shape most labor legis-
lation on Capitol Hill.

DEFENSE. Jack L. Stempler, 57, is an old
lobbying hand who is serving his second
Democratic Administration as assistant

to the Defense Secretary for legislative '

affairs. And precisely because he is a
veteran liaison man, he has had fewer
problems than some of his younger coun-

terparts. When Congress showed signs

of ‘reviving the B-1 bomber, Stempler
quickly saw the trouble brewing. “The
first thing:[Secretary Harold Brown] did
was go up there and restate our position
to the freshman and sophomore cau-
cuses,” he says. That helped defuse the

issue. So did a Stempler request to the

White House for more -lobbying man-

" power. “When I saw trouble coming,” he

says, “I called Frank Moore for help.

It worked.” But the White House - 3

crew was unaware of a potential dxsaster

- until Stempler flagged them. -

coMMERCE. While most h_alson.chlefs
are beset by small staffs and mushroom-
ing information requests, Andrew E.
Manatos, the Commerce Dept.’s cangres-

Less trouble for Detense’s
old hand. Tax revision
wiil provide the big test-

sional relations directdr, has a diﬁerént_

problem. Manatos is the titular head of 2~ 3

top-heavy Commerce -Dept. lobbying

army of 45 professionals, many of them . 2

in positions created by the Nixon

Administration. But Manatos- controls - # -
only 9 of the 45. The rest report directly
- to other department officials, and can— §
and do—-outmaneuver him on Capxtol i

Hill. -
“Where the problem commes is down in
the bureaus, where new Assistant
Secretaries come in from business and
think they have a mandate to make’
policy in their areas,” says Manatos, 33,
a former aide to Senator Eagleton who
has spent all of his professional life on
the Hill. “So they just call congressmen .
directly and give them their own views
as though they set policy, and that gives -
me problems.” Uinder'a Commerce Dept.
reorganization plan now being consid- -
ered, lobbying would be centrahzed in

: Manatos office.

Some critics have complained that the
Administration’s problem with lobbying.
lies in relying too much on the so-called
Georgia Mafia, but Moore, who lobbied
the Georgia legislature in Carter’s
gubernatorial days, is'the only one who
fits that description. Most of the depart-
mental liaison people have extensive
Capitol Hill experience, many of them as
congressional staffers. :

For his part, White House: congres~ '
sional liaison chief Moore admits there
have been rough spots in the Adminis-
tration’s lobbying, but he insists that

“we are getting a bum rap for ‘not § .
- Nevertheless, 2
Moore has ordered the Office of Manage-- 3

getting anything done.”

ment & Budget to launch a crash reas-
sessment of Administration lobbying
during the.congressional adjournment to

spot organizational flaws and study

ways of improvement. Says Moore; “It's
time to pause, look back, and see- what
we could do better.” - _ =
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Make ¢ a Tax Cut Frurtful Not Futﬂe .
economists. They must soon decnde upon the - size and'.
. timing of a tax cut. More important,. they must ‘also

Presldent Carter cannot have it both ways next year.
I he tries to cut taxes at the same time that he tries to

reform them, he may fail at both objectives. The tax cut

deserves priority. Without it, the nation may sink again
into recession. Tax reform, which we strongly endorse,
~ can wait until 1979 and a new Congress. The President’s

political energy will be needed in 1978 for passage of
any innovative, anti-inflation tax cut.

The case for a tax cut has become mcreasmgly com-

pelling. Whatever merit it may have internationally, a

cut is needed for domestic reasons alone: 32 months since .

the end of this nation’s worst postwar recession, the
United States economy is heading into a period of ex-
tremely slow growth. Consumers, who have spurred. the
recovery so far by spending their money, are not expected
to provide much new steam for the economy in 1978.
Business, depressed by the stagflation of recent years

and worried by President Carter’s policy initiatives, has
" held back on plans for investment spending next year: .

Though there might be enough growth left in the econ-
omy to move. unemployment down a blt in 1978—there
might not be.

Perhaps this risk would be worth taking if there were
gains to be made against inflation by suffering a longer
period of high unemployment. \B_ut inflation for two years

has hovered around 6 percent, despite excess productlon. ]

capacity. Continued slow growth holds no promise of

lower inflation—at least not for years. Meanwhile, the -

cost in wasted productive power and wasted llves is
enormous.

The nation, however, cannot turn to a tax cut wnthout :

caution. A cut in taxes, with a companion rise in the
. Federal deficit, would inevitably trigger fears of worse

inflation, fears that could easily became self-fulfilling if

. business--and labor acted on them. That would turn the
tax cut into a futile exercise—bringing on the recession
it was designed to avert.

The weeks ahead, therefore, are precious. time for the
President, for Congress and for the nation’s political

decide upon what kind of tax cut. Some tax relief must

_ certainly go to business, whichis suffering from a chronic

drop in profitability and an acute drop‘in confidence. Some

of the cut must go to individual taxpayers, who have been -
shoved into ever-higher tax brackets during the past two

years by illusory, inflationary increases in income.

. But no taxes should be cut at all until a serious intél- :
lectual effort has been made to design a cut that en-
courages -anti-inflationary behavior by business and la- .

bor. Taxes, after all, can be used as'a carrot (tax credits)

or as a stick (tax surcharges) to encourage socially re-

sponsible behaviar. If done. cautiously, such fiscal reform
should not.interfere unduly” with tax simplification; a

central theme of tax reform. So far, discussion of such .

“fiscal reform” has been muted because of the Adminis-

‘tration’s reluctance to frighten ' businessmen or labor

leaders. They are too quick to- deplct any- talk of Govern-
ment influence over wages and prices as “controls.” But
why should not Government use a tax .cut to encourage

_-restraint in wage and price decisions?

Ideas for such -an anti-inflation tax cut have been of-

. fered by Arthur Okun of the Brookings: Institution, Henry

Wallich of the Federal Reserve Board, and Sidney Wein-

“traub of the University of Pennsylvania. They would use

the marketplace, not’ the: Government - bureaucracy, to
enforce restraint; they would use tax incentives, not

rigid wage-price controls, to encourage good behavior.
. Their approach is to set a national wage standard and
ask business and labor to adhere to it—and they would.
reward such conduct. Other ideas for the creative use .
“of a tax cut might be on other minds. Let the White -

House seek out such thinking in the critical weeks ahead.
If tax reform is to be postponed, then let true fiscal re-

form take its place. Otherwise the President and his -

advisers will merely condemn the ‘nation to another
period of stagflation and the tax cut of 1978 would be-
come the tragedy of 1979

Building Towarda Test Ban

Leonid Brezhnev’s offer to suspend civilian as well as
military nuclear explosions is a breakthrough for a comp-
- rehensive test ban and for Soviet- American relations in

close the nuclear club and halt the spread of nuclear
weapons. With Brazil, Pakistan and other countries seek-
ing dangerous nuclear technology, Soviet and American
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Open To The Public

The moderate but clear'statement‘of‘Administration economists'
| regarding the desirable. course of monetary policy and monetary growth has"j:
‘pr1ed open the black box of monetarism, and invited everybody to take a
look, including the Federal Reserve itself. Wlth due allowance for the
temporary heat that always accompanies movement, the lifting of the 1lid holds
a good deal_of promise for the bnsiness and financial community. One of the,
'serious.dangers'to which U.S. business has been exposed; now. for many years,
~has been thevundiscriminating respect of the black box, and its mysterious-
contents. :ln politely demurring from the starkly theoretical decrees that -
‘issue from the box, Mr. Schultze has done a service to us all. | |

The Administration s comments on the implicatlons of the growth of
the money supply were-carefully worded. They even kept the issue in the home-
grounds of monetarism, by using its own vocabulary, to assure that 31mul—
taneous translation would not be required. The initial. p01nt ralsed is simply
that 1f velocity has stopped rising or is actually declining (and 1t d1d
decline in the third‘quarter) then it will take a faster growth of money to
maintain expansion in the economic system aS'a‘whole.' For'thoseiwho'preferf
that'1ogical‘propositions be symmetrical, this is a reasonably effective
tactical’thrust; it was not so long-ago that the Federal Reserve yas'argning
(correctly,for'a‘while,bas it turned.out) that rising velocity would permit
~ economic expansion with only slow growth of the money aggregates. The issue
- 1s narrow, and also somewhat circular andutautological;‘but it's a start.
.l' - A next-and-wider question might be, vhat do we know about the forces

that make the measures of money stock behave the way‘they do? And then, since

nobody has much of an answer to that one, does it make much sense to hang so



much weight on the.control,of a numberrwhose causal connections withithe rest
of the system are. so poorly understood? .And - then, how do we knoW‘;hat Qé are.
.controlling if we don't-know-what‘nas made the money stock do ﬁhat it has-done? .
And then (and now we're really getting somewhere) shouldn't ve expect and hope
for a considerable rise in the money'aggregates underithe.present“under—employed
condition of the economy? If rapid growth of the money stock is stimulative:
'(and that is implicit in the monetary'argumentothat it 1is inflationaryx why
wouldn't‘thepStimulus_findvitS’way into real demands at a'time when real re-
sources are available in some abundance? And finally, in a~time of large S
oeficits rnn by the Federal gorernment, which is a borrower ntterly.insensitive
to interest'rates, why woul&:not the elevation of rates curb precisely those
private investment activities that we are urging the government to encourage

in every other way? And if the effect of rising ratesiwere~t0'cnrb private
activity, would not this eurb the recovery of the‘Federal tan'base; and hence
widen the deficit, and hence further enlarge the borrowing requirements of

the Treasury’ | ,

On thesevpractical‘questions, the black bor'hasohad little.to say; ‘
’Whatever the ouestion,.it delivers-much the sane answer —-—Vthat:prices'and_
vmoney‘grosth.are correlated over the-long-term,'that'this issue supersedes'

'all others confronting thevFederal-Reserve;‘tnat otherS“must“takefresponsibility
for the course of real outpnt, and for the avoidance .of: recession, that while
the real money supply (that is, the money supply corrected for the rate of
inflation) correlates well with a lead, with the course of the general
business system, these shorter-term relationships with»growth must be sub-—- ' ‘\ '
- ordinated toAthe‘IOnger—term relationship to.inflation nhenener.the tnO' |
relationships pose‘thelissue, as‘they very much do now.p For all of_the
participants in the economic process who are‘comfortably'insnlated.against

-2 <



the short-term (for example, tenured p;oﬁgss@;gl;;hiS'may_bg,a‘satisfactofy___
s;aﬁée; but it is unnerving for all of thbse=--?‘includingAbusinessmen and.‘
iﬁveétors, as well asjiabor — who‘ieéd a less contemplative and shelteredz‘
life, and experience:the stormé of the Businessrcycle. And it.éan Be a |
nightmare for policymakers wh§ séek an environment of vigorous growth for such
nefarious'purposes as reducing~unemploymenﬁ5 elevating'output, alleviating. |
such probleﬁs:as urban»deéay, and<avbiding a descent into:proteétidnism;-
| Of course, inflétion is properly a very serious cdncein; and not

jus; éf the Federal ReserVe{. But only blin&.devotion to doctriné can any -
léngef obséqre-the faét that inflation in its modern form is veryvlargely
structural,‘institutional;'sqcial -—— most of its causes'lie beyoﬁd the reach
. of monetary policy. To take‘rational account of these causes, and to modify"
behaﬁior in the light of tﬁem, ié nbt really to abandon the sﬁrugglé against
"inflatioﬁ, but simply to recognize how formidable the enemy.is,’andihow
general must be the résponserof policy to it. | | |

The debate .on the méaning and use of:monetary policy undér p:esent'
vconditions has been taking>shape sldwly for several years. Nowfouﬁ in ﬁhe
open, it is likely to widen,‘and reaqh manyvmore iﬁtelligent'oﬁsgrvers,‘
particularly in the financial comhnnity; whére monetarism achieved a :eg:et; N
tably high level of uncfiticél‘acceptance, This is all to Ehéféood; in the
end, it.can help to éreate,an infinitely more satisfactoff élignment of the._:
goals agd powers of monetary policy, and a more coherent relationshiﬁ of
monetary ﬁoliﬁy to the other policy functions of‘govefnment. Doubtless
unsettliﬁg‘in the prégent,.the debate is also hopéful, and, with‘particulaf 

reférenéevto the financialﬂcommunity, prospectively bullish.

*
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THE PRTSID. 00 (135 SEEN.
THE WHITE HOUSE C

WASHINGTON

November 15, 1977

MEMORANDUM FOR THE PRESIDENT
FROM: Jack Watson “)V
SUBJECT: MEETING WITH DICK AND MARG DENNY

Wednesday, November 16, 1977
9:00 A.M. - Oval 0Office (5 mins.)

As you know, Dick is a partner in King & Spalding and

has been one of your staunchest and most active supporters
in Georgia since the 1966 Governor's Race. During the
fund-raising in Georgia for the Presidential primaries,

I relied on him repeatedly to participate in or take the
lead on major fund-raising activities; he never failed to

do an absolutely first-rate job. For example, Dick chaired
the Arrangements Committee for that huge fund-raiser that
we had on the night of the June 8th primary and did a superb
job. ,

He and his wife Marg will be in Washington for a day visit
and will be thrilled by an opportunity to say hello. I was
scheduled to have breakfast with them at the White House

before they meet with you but will not be able to do so if
I cover for Jody on the speech in Florida tomorrow morning.

Electrostatit Copy Made
for Preservation Purposes



cc: The First Lady

T TR T R A T I

THE WHITE HOUSE
WASHINGTON

November 16, 1977
Frank Press

The attached wag returned in
the President's outbox, 1t is
forwarded to

you for appropriate
handling.

Rick Hutcheson

Tim Kraft

RE: LECTURE ON ’PLANETS, STARS, ETC.
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PRTQTT T~ ) ; :
THE fa.".;.D.LD::.'::' HAS SEEN.

THE WHITE HOUSE

WASHINGTON

November 16, 1977

MEMORANDUM TO THE PRESIDENT

FROM: Frank Press '¢f3

I have arranged for Jeff Carter to pick up and

receive Instructions on the use of a Questar
telescope borrowed from NASA.

I have also sent him a star chart and star
finder. )

If you and your family would like to receive
a popular lecture on planets, stars, black

" holes, etc., it can easily be arranged.

N

Electrostatic Copy Made
for Preservation Purposes
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T e PHIE sy HAS—SEEN ..

THE WHITE HOUSE a

WASHINGTON

November 16, 1977

MEMORANDUM TO THE PRESIDENT

FROM: FRANK MOORE
BOB THOMSON"<_l.
JIM FREE -
SUBJECT: UTILITY RATE REFORM CONFERENCE

After a day of unproductive posturing on Monday, the Utility
Rate Reform conferees, yesterday, began bartering on the
first and most difficult issue - retail rate structures.

The Senate and House started far apart on this issue, but
both sides presented compromises which closed the gap
somewhat. We are working for a breakthrough among the
Senate conferees on mandatory Federal criteria for retail
electric utility rates.

The House bill mandates that state utility commissions apply
minimum Federal criteria when evaluating rate structures.
The criteria call for cost-based rates. Declining block
rates would be prohibited in most circumstances. Seasonal,
time-of-day, and interruptible rates must be offered. DOE
estimates the House bill would save 200,000 barrels of ail

a day by the mid-1980's.

In comparison, the Senate bill is toothless. There are no
mandatory criteria.

The House bill would authorize DOE to enforce its mandatory
standards by initiating a suit in Federal court, by appealing
an adverse determination or by intervening in a pending
proceeding. The House bill also authorizes consumers to
initiate suits, to intervene and to appeal. Utilities must
pay consumers' court costs if they prevail. The Senate bill
has no comparable enforcement provisions.

Yesterday, the Senate.offered to accept House enforcement

provisions allowing DOE to intervene and appeal if asked by an

original party to a state suit and allowing consumer suits.
The House accepted that offer, but insisted some mandatory
Federal standards should apply to state rate-making. The
Senate voted to continue its opposition to mandatory Federal
criteria.

Electrostatic Copy Made
for Preservation Purposes



We have made progress with two of the Senate conferees -
Durkin and Metzenbaum - and Bumpers shows some promise. If,
in addition, we succeed in convincing Senator Jackson to
accept watered-down Federal criteria, there is a good chance
we can win a modest victory on this point. The matter will
almost certainly be resolved today, since Chairman Staggers is
pushing hard.

After the retail rate-making dispute is resolved, the conferees
-will move on to wholesale utility policies (wheeling, interlocks,
etc.) and other, less controversial, issues. As promised, we
are much more active in this conference that those preceding,
and the House liberals seem satisfied that we are actively
working the Senate conferees on behalf of the Administration's
positions.

The House conferees are holding firm on the central issues

of the rate reform package. Moffett, Sharp and Dingell are
heading the charge for the House version. The members that

are slipping are Foley and Rogers. Paul Rogers is in Caucus
preaching immediate compromise and seems to be taking his
direction from the utility lobby. Schlesinger:plans to talk
with Foley and Rogers to try to firm up their support for

our position. The House feels the Senate is moving and they
want to wait them out. Congressman Dingell is the major

advocate of this strateqgy. The Moffett/Sharp - Durkin/Metzenbaum

exchange seems to be the channel through which compromise can be
reached.
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cc: "Jim Gammill

THE WHITE HOUSE
WASHINGTON

November 16, 1977

Hamilton Jordan

‘The attached was returned in =
the President's outbox, It is

forwarded to you for appropriate
‘handling,

Rick Hutcheson B

RE: JEROME KUYKENDALL, CHATRMAN
INDIAN CLAIMS COMMISSION
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THE' PRESIDENT HAS SEEN.

THE WHITE HOUSE

WASHINGTON

November 15, 1977

MEMORANDUM FOR THE PRESIDENT
FROM : HAMILTON JORDAN# .

SUBJECT: Jerome Kuykendall, Chairman
Indian Claims Commission

The Indian Claims Commission is a five member biparti-
san Board established. in 1946 to hear and determine
claims against the United States on behalf of any
Indian tribes or groups of Indians. Legislation has
been enacted that forces the Commission to disband
September 30, 1978. Claims not adjudicated by that
date will be transferred to the United States Court

of Claims.

Jerome Kuykendall, Commission Chairman, will reach
age 70 in December and will be forced to retire.

While his performance as Chairman has received

mixed reviews, it is doubtful that anyone substantial-
ly better would be willing to serve for only a few
months. ’

Senators Jackson and Magnuson have requested that you
grant Mr. Kuykendall an age waiver so he may serve
through September 1978. Senator Abourezk and Forrest
Gerard, Assistant Secretary for the Bureau of Indian
Affairs, are in agreement.

RECOMMENDATION:

Jerome Kuykendall be given an age waiver to serve as
Chairman, Indian Claims Commission, through September
1978. :

approve vV disapprove

s

Electrostatic Copy Made
for Preservation Purposes



THE WHITE HOUSE
WASHINGTON

MR. PRESIDENT:

I will not be in the office
on Wednesday. My son, Brian,
is having surgery tomorrow
morning. My office will be
able to reach me should there

be a need. X‘(VL

Stu Eizenstat

15 Nov 77

.

( Wmélt SAn Sty - - Stecet/

bt mr oo &e'xw""'f)

Electrostatic Copy Made
for Preservation Purposes
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THE WHITE HOUSE
y WASHINGTON
5 November 16, 1977
: Stu Eizenstat )
: _Hamilton Jordan
“The attached was returned in
the President's outbox. "It is
forwarded to you for appropriate
~ handling. '

.Rick Hutcheson

- - cel . charles Schultze

-RE: QUESTIONNAIRE ON BUSINESS TAX'ﬂ
REDUCTIONS %




THE WHITE HOUSE
WASHINGTON

11/15/77

Mr. President:
Eizenstat's comment is attached.

Jody and Landon Butler agree with
Stu's comments. Landon suggests
that perhaps a private group could
send out the questionnaire (e.gq.,
Brookings) .

Jody: "I think even the business
community will view this as a token
gesture and it will create demands
that we do something similar for
other groups. Press reaction in

my opinion will be to treat it as
something of a joke."

No other staff comments received.

Rick
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THE il Sl Sl j-)é(

THE CHAIRMAN OF THE

COUNCIL OF ECONOMIC ADVISERS J

WASHINGTON

November 15, 1977

MEMORANDUM FOR THE PRESIDENT .
EaN A
FROM: Charlie Schultze

On Friday you asked me to design a draft of a questionnaire
which could be sent to several hundred large and small
businessmen to elicit their views of business tax reductions.
The draft is attached.

You had planned to send this over to Secretary Blumenthal
as the basis for a questionnaire which he might send out.

attachment

Electrostatic Copy Made ]
for Preservation Purpose



DRAFT LETTER AND QUESTIONNAIRE ON
BUSINESS TAX REDUCTION

. Dear :

The Carter Administration is currently considering a
number of alternative approaches to business tax reduction
to be submitted to Congress in the very near future. We
recognize the need to boost business confidence, to provide
additional incentives for increased capital formation, and
to improve the profitability of firms.

Three general approaches are being studied:
1. Reductions in the corporate income tax.

2. An increase in special investment incentives
(such as an increase in. the investment tax
credit or accelerated depreciation).

3. Partial relief of double taxation of dividends
(treating part of the corporate tax as withholding
on dividend income, and providing a credit for
withheld taxes to dividend recipients).

By filling out the attached brief questionnaire you
can help us in designing an effective tax program. Given
the position of your company or from what you know about
U.S. business generally, what would be your priority among
the three approaches mentioned above. Please indicate your
priority, not what you think the Administration or Congress
is likely to accept. I know many businessmen feel that all
three approaches are meritorious. But the amount that the
Federal Government can provide in business tax reductions is
not unlimited. We have to make choices among the alternatives.

Unless you indicate otherwise we will keep your reply
confidential.



- NAME

FIRM

YOUR TITLE

I. Please check your first preference: (Check only 1 item)
1. Corporate rate cut
2. Increase in special investment incentives

3. Partial relief from double taxation of dividends

II. Please check your second preference: (Check only 1 item)
l. Corporate rate cut
2. Increase in special investment incentives

3. Partial relief from double taxation of dividends

III. Additional comments

IV. Do you wish us to keep your reply confidential or may
we associate your name with the preferences you have
indicated?

Keep my reply confidential

You may use my name

(Please return this questionnaire in the attached envelope)



e e

/ EIZENSTAT COMMENT



THE WHITE HOUSE

WASHINGTON

November 15, 1977

MEMORANDUM FOR THE PRESIDENT

FROM: STU EIZENSTAT %&/

SUBJECT: Questionnaire on Business Tax Reductions

I think there are some genuine negatives in sending
out the attached questionnaire:

1. It makes the Administration appear unnecessarily
uncertain on this issue.

2. Because it is geared only to business tax
reductions it doesn't give a full flavor of what
our tax policy may be next year.

3. While there is value in getting a pulse of business,
there may be some danger in having to take a position
contrary to what a large majority of respondents
suggest.

If there is any way to do this on a more informal
basis, it might accomplish the same results without
the negatives I mentioned above.



4
A 7
Re: Questionnaire on Business Tax Deductions [jﬁ

Over the past ten months, my office has met at the White House
with thirty-five business and professional associations,
approximately two thousand people, most of whom are chief
executive officers of companies belonging to those various
associations. Such people represent some of the most influential
components of the business community. You might wish to consider
whether such individuals should be recipients of the questionnaire.

Since the business tax reductions that are being considered may
very well affect unemployment, the opportunity presented by this
inquiry of businessmen might be more fully utilized by ascertaining
their opinions regarding the effect that the various approaches
might have on unemployment.

While some may regard an inquiry about unemployment as tangential
to the main focus of the questionnaire, a reduction in unemployment
is of the highest priority for the Administration and the judgment
of businessmen in terms of the impact of tax reductions on
unemployment is within their competence. There is no reason to
assume that the recipients will act only out of self-interest in
theilr evaluations. Furthermore, we must regard it as possible

that such a questionnaire might find its way to the press and our
concern for unemployment should be shown as keen as the other
objectives of the questionnaire.

It is fair to assume that each of the three approaches presently
listed in the draft letter and questionnaire would be regarded by
most, if not all, businessmen as beneficial to boosting business
confidence, increasing capital formation and improving- corporate
profits. The questionnaire might furnish more interesting
information if each approach were rated individually in terms of
the various goals. In other words, the questionnaire could
present a matrix where the various goals are listed horizontally
and the various approaches listed vertically and the respondent

‘was asked to value each approach from one to three for each goal.

A sample of such a questionnaire is attached.



Name:
Firm:
Title:
Address:

Telephone Number:

OBJECTIVES

Boost Increase Improve Your Add

Business Capital Company's | Employment

Confidence | Formation | Profitability (to your company)
APPROACH ' '
Corporate
Rate Cut
Increase in
Special
Investment
Incentives
Partial
Relief from
Double
Taxation of
Dividends

INSTRUCTIONS: Please rate each approach from 1 to 3

under each objective,
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THE WHITE HOUSE
-WASHINGTON

November 15, 1977
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The Vice President

Midge Costanza
Stu Eizengtate™:
Hamilton Jordan

Jody Powell
.Jack Watson

A F VT SR N R NS N PP TS

The attached is forwarded to you for'your e B o g i
information. If you wish to comment, please : : SR
call by 5:00 PM today.

Rick Hutcheson

RE: QUESTIONNAIRE ON BUSINESS TAX DEDUCTIONS & : , -




THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

TWASHINGTON

November 15, 1977

MEMORANDUM FOR THE PRESIDENT )
e 2D
-FROM : ~ Charlie Schultze

yat

On Friday you asked me to design a dr -of a questlonnalre
‘'which could be sent to several hundred large and small
‘businessmen to elicit their views of business tax reductlons.
The draft is attached. :

You had planned to send this over to Secretary Blumenthal
as the basis for a questionnaire which he might send out.

‘attachment .




‘DRAFT LETTER AND'QUESTIONNAIRE ON
BUSINESS TAX REDUCTION

Dear. - . :

The Carter Administration is currently considering a
number of alternative approaches to business tax reduction
to be submitted to Congress in the very near future. We
recognize the need to boost business confidence, to .provide
additional incentives for increased capital formatlon, and
to improve the profitability of firms. '

Three general approaches aré béing studied:

1. Reductions in the corporate income tax.

2. An increase in special investment incenis
(such as an increase in the investment tax
credit or accelerated depreciation).

es

S 3. ‘Partial relief of double taxation of dividends
"(treating part of the corporate tax as withholding. .
on dividend income, and providing a credit for
withheld taxes to dividend recipients).

_ By fllllng out the attached brief questlonnalre -you
"can help us in designing an effective tax program. Given
the position of your company or from what you know about
U.S. business generally, what would be your priority among
the three approaches mentioned above. Please indicate vyour
priority, not what you think the Administration or Congress
is likely to accept. I know many businessmen feel that all
three approaches:are meritorious. But the amount that the
Federal Government can. provide in business tax reductions is
not unlimited. We have to.make choices among .the alternatives.
Unless you indicate otherwise we will keep your reply
COnfldentlal. :

e




NAME

FIRM:

YOUR TITLE

I, Please check your .first preference: ' (Check only 1 item)

1. Corporate rate cut
2. Increase in special.investment-incentives
3. Partial relief from double taxation of dividends

3
14

éem)

ITI. Please check your second preference: (Check only'l i

1. Corporate rate cut

2. ‘Increase in special investment incentives

3. Partial relief from double taxation of dividends

ITI. Additional commernts

IV. Do you wish us to keep your reply confidential or may
we associate your name with the preferences you have
indicated? ' :

Keep my reply confidential

You may use my name

(Please return this gquestionnaire in the attached envelope)
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Midge Costanza

Stu Eizenstat

Jack Watson.

.The attached is forwarded to you' for your

'call-by-S;OO'PM:today.

THE WHITE HOUSE
"WASHINGTON
November 15, 1977

The Vicé President

Hamilton Jordan
Jody Powell

information. If you wish to comment, please |

Rick ‘Hutcheson ‘ o i%

RE: QUESTIONNAIRE ON BUSINESS TAX DEDUCTIONS |

st My inmmisas?




. . ) - THE'WHITE -HOUSE

“WASHINGTON

‘November .15, 1977

' MEMORANDUM FOR THE PRESIDENT

. N ).
FROM: STU EIZENSTAT Sﬁ(’)/\/
SUBJECT: . Questionnaire on Business Tax ‘Deductions -

'I think there are some genuine‘ negatlves in - sendlng
out the attached questlonnalre.

1. It makes the Admlnlstratlon appear unnecessarlly
. uncertain on this issue. :

2. ‘Because it is gearéd only‘to business tax
deductions it doesn't give a full flavor of what
our tax policy may be next year.

;3, - While there is value in getting a pulse ‘of business,

there may be some danger in having to take a position -

contrary to what a large majority of respondents
suggest. ,

If there is any way to do this on a more informal
basis, it might accomplish the same results without
the negatlves I mentioned above. : :




SRR S T

THE WHITE HOUSE '
" WASHINGTON

November 16, 1977

' Zbig»BrzeZihski

The attached was returned in the
president's outbox today. Please
~ forwarded the attached copy to :
Secretary Brown for his appropriate §
‘handling. : ; - |

Rick‘Hutcheson

'BUDGET DECISION ON SPACE SHUTTLE

cc: Secretary Brown
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MEMORANDUM

THE WHITE HOUSE - . ’;‘ -
WASHINGTON . ) . .’L
. ,L :

November 14, 1977 j . 7° ‘ .
I

MEMORANDUM FOR: THE PRESIDENT

FROM: ZBIGNIEW BRZEZINSKI ’& , | J

SUBJECT: : Budget Decision on Space Shuttle

- INFORMATION

Harold Brown has forwarded the attached memorandum for your
consideration, asking that you read it before your NASA budget
decision on 15 November. -

While we still have an opportunity tomorrow to discuss the matter
further, I wish to associate myself with Harold's recommendation.

I believe that U,S. world leadership in space depends on the progress
and firm commitments at this time to a Space Shuttle program which
provides an assured operational capability for all users. Frank

Press agrees.

Attachment

Electrostatic Copy Made
for Preservation Purposes
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THE SECRETARY OF DEFENSE ’
. WASHINGTON. D. C. 20301 )

11 Nov W77

MEMORANDUM FOR THE PRESIDENT

_SUBJECT: Budget Decision on Space Shuttle

| understand that OMB is preparing for your cons:derat(on and dects«on
two Space Shuttle Program options: : -

1. Option 1. Do not build the'Shuttje Taunch and landin§
facility at Vandenberg AFB. Operate the Shuttle out
of Kennedy Space Center with only three orbiters.

Under this option the DoD would need to maintain
conventional boosters at Vandenberg for launch of its
polar orbiting heavy payloads, while using the Shuttle
at Kennedy. Maintaining this dual capability would

be inefficient and we could not justify DoD participa- .
tion. With only three orbiters, neither DoD nor NASA -
would be able to exploit space to its full potential.

2. . Option 2. Provide for two site operations but provide
vonly four instead of five orbiters in the Shuttle fleet.

If an orbiter is lost, two site operations are unllkely
to be effectively sustalned with the remaining three
orbiters. The risk of losing one orbiter would therefore
make it difficult for DoD to place full reliance on the
Shuttle. Hedging against the loss of an orbiter would
require maintaining a backup conventional- Iaunch
capabllity for an extended period

There is an extensive and on-going program to transition all DoD payloads

from current expendable space boosters to the Shuttle. |If either of the
above optlons is adopted, the DoD would have to proceed with plans and

actions to maintain, into the indefinite future, production and faC|l|t|es .
for use of present launch vehicles.

In that case, we would probably;opt to'drdp out as users of the Shuttle:
program for intelligence, communications, and other military payloads.
This would probably leave inadequate user demand to continue the program
at all. ’ : : :



| would prefer thét‘you-consider the following two options: -

1. Option 3. Provide for two site operations and five
orbiters in the Shuttle fleet. :

This option provides for the minimum acceptable transntlon
program. :

2. VOEtion L. Discontinue the prbgram.
' The Department of Defense strongly supports Option 3.

The national traffic projections are probably quite a bit higher than will
- actually prove to be the case through 1990. However, | believe that by
that time new capabilities will create new demand for uses that will be
cost effective for the customer -- military and civilian. As a result,
the Shuttle program's remaining cost would ultimately pay for itself at’

a reasonable discount rate -- though perhaps not at the discount rate of
50 percent per annum. that somet imes appears to prevall toward the close
-of the budget preparation process

.;', ';% : v . »‘Ei -Av  : i"

'Attachment | - | | :. L . " f> >» . i );;;; )
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. DEPARTMENT OF DEFENSE

- ' ' SPACE-SHUTTLE_UTILIZATION

Present pTans are to transition all DoD payloads from launch on current
expendable space boosters to Shuttle launch after the Shuttle becomes

‘operational in 1980. The Air Force is developing an Interim Upper Stage

which will be operational by mid-1980 for use on both the Shuttle and the
Titan III booster during the transition period. The Air Force is also
developing the Shuttle launch and landing capability at Vandenberg AFB,

which will be operational in June 1983. Some Titan III boosters will be
procured as a backup for our critical launches in the event that the Shuttle
encounters delays during development or early operational use. When the
Shuttle is fully operational, expendab]e boosters will be phased out of

the inventory. Current DoD planning is predicated on the timely availability °
of an adequate orbiter fleet, assumed to be 5 orbiters based on NASA S
national traffic projections for Shuttle use. '

The Space Shuttle can support the ]aunch of all proaected DoD space systems '

" in the foreseeable future. The Shuttle provides significant new techno-

logical opportunities which can lead to more effective and flexible military

-space operations. Compared to our largest current space booster, the Shuttle

can deliver twice the payload weight and three times the payload volume to
orbit. We can use this increased capability to incorporate redundancy in
critical subsystems, thereby improving the 1ife of our spacecraft on orbit.
We can also improve the capability of our spacecraft by prudently adding

sensors and communications 1inks. We can improve the survivability of our

space systems, in a natural or hostile space environment, by selecting

from a number of Shuttle-related options. These survivability options include
placing spare spacecraft on orbit, carrying additional on-board propellants
for spacecraft maneuvering, or perhaps placing on orbit more spacecraft

- of a simpler, lower cost design. The Shuttle capabilities offer the opportunity -

to achieve greater spacecraft modularization and standardization of sub-
systems while avoiding costly weight reduction programs. The reliability .
of placing a satellite in its desired orbit projected for the Shuttle (.995)
is higher than we are -experiencing today on our current expendable boosters
(.88 to .98). The benefits of this improved reliability include greater
mission success and timely replenishment of priority DoD space systems. We
anticipate that the Shuttle can be used routinely as a development test bed

. for various sensors and subsystems thereby reducing the development time

for new space systems and enhancing our capab111ty to respond rapld]y to
changing needs. _

Initially, we will use the Shuttle as we would a larger replacement launch
vehicle. However, should the Shuttle arrive on-orbit with a payload that

did not check out properly, most payloads could be returned to earth for
adjustment or modification. In the future, we can design our payloads so

that the Shuttle can retrieve them from low orbit when the mission is complete,
and return them to earth for refurbishment and reuse, diagnostic purposes,

or technological update. Another option which might be equally attractive
in the Shuttle era is on-orbit servicing of payloads. Spacecraft designed -
for automated subsystem replacement could be serviced while in low orbit
depending on mission requirements. In the long term, the Shuttle will open

~ the way for many new technical advances in the military use of space.



: THE-PRESIDENT HAS SEEN: T

MEMORANDUM

THE WHITE HOUSE

WASHINGTON
a
- INFORMATION 16 November 1977
| ~

TO: THE PRESIDENT
FROM: RICK HUTCHESOﬁT&$L~
SUBJECT: ' Memos Not Submitted

1. SECRETARY ADAMS sent you a copy of the Federal Aviation
Administration's final report on the October 20 Frontier
Airlines hijacking in Grand Island, Nebraska. Secretary
Adams says he concurs with the FAA's conclusion "that
this incident did not indicate any failure in the U.S.
civil aviation security system, but rather, it was an
armed penetration of the system."

Secretary Adams also commented that he has "taken the
position that we must remove the hijacking issue from the
political environment of the U.N. and refer it to the
technical aviation atmosphere of the International Civil
Aviation Organization."

2. JACK WATSON sent you a copy of his memo to the Cabinet,
providing the Cabinet with speech material on public
utility rate reform.

Electrostatic Copy Made
for Preservation Purposes



P - | THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO: THE CABINET

FROM: : Jack Watson .
4%

Jane Frank November 14, 1977

3

At today's Cabinet meeting, the President asked
Jim Schlesinger to provide material on public utility
rate reform for you to use in speeches and other
appropriate contacts. A two-page summary prepared
by DOE is attached, along with excepts from the ﬁell—
Vpublicized speech by Jay Janis, Under Secrétary of
HUD.

Please make appropriate efforts to include
information on public utility rates in the speeches
you give this week and next week. Jim Fallows is
draftihg some speech material on this subject which
we can provide to you within the next tWo days.

We request that you continue to include a section
in each weekly report to the President on your efforts

to promote the energy legislation.

CC: The_President\///



'PUBLIC UTILITY RATE REFORM

What does the bill do?

The Public Utility Regulatory Act would do the following:

0 Prohibit promotional utility rates that encourage‘
wasteful use.

0 Require time of day discounts to encourage off—peak
use (similar to telephone discounts after 9:00 p.m.).

©0 Ban master metering (which provide no incentive
to conserve).

0 Provide authority to require interconnections

between utilities to assure efficient use of
electricity between them.

What is the need for the bill?

Currently, electric utility rates often discourage conservation
by promotional rates. Also, utility rates and practices do

not encourage either efficient use of power between utility
systems or by consumers. This legislation would assure that
industries and others are charged rates on the basis of the
~cost of producing power, thereby stimulating conservation.

The time of day pricing will encourage industries and consumers '
to use power durlng periods when demand is low. The inter-
connection provisions will allow greater use of baseload power,
rather than less efficient peaking poirnts.

What is the bill supposed to do?.

DOE estimates that improving load use by 5 percentage points
through rate design could achieve major savings by 1985,
including savings of up to: ‘

© 250,000 barrels of oil and gas per day.

o 50,000 MW generating capacity.

o0 At least $13 billion needed in utility capital COsts.



These DOE estimates are consistent with other research
studies.

‘What do the Senate and House bills do?

The House utility rate reform bill is even stronger than

" the President recommended. The Senate bill on the other
hand contains no mandatory guidelines and only gives DOE
authority to intervene in State regulatory proceedings.
The Administration still supports the utlllty rate reform
provisions in the National Energy Act. _

The House and Senate conferees are currently in the process
of reconciling their differences on this legislation.



SPEECH BY JAY JANIS, Under Secretary, HUD, 10/22/77 - I —
BUILDING PRODUCTS EXECUTIVE CONFERENCE :

7

AND T AM NOT ONLY TALKING ABOUT THE THCREASE IN SALES |
PRICES. OF EVEN GREATER IMPORTANCE ARE THE SUBSTANTIAL iNCREASEs
IN MONTHLY OWNERSHIP COSTS -- 102 PERCENT FOR THE MEDIAN PRICED
WEW HOUSE BETEEN 1970 AND 1976 AHD 73 PERCENT FOR EXISTING HOMES
FOR THAT SAME PERIOD. BREAKING THAT 102 PERCENT DOMN, WE FIND
- THAT MONTHLY DEBT SERVICE PAYMENTS INCREASED BY-97'PERCENT, A
REFLECTION OF BOTH LARGER MORTSAGE AMOUNTS AND HIGHER HORTGAGE
INTEREST RATES. BUT, OPERATING AND MAINTENANCE COSTS INCREASED
BY 111 PERCENT. THIS INCLUDES INSURANCE, TAXES, MAINTENANCE AWD
REPAIR, AND UTILITIES. WHILE INTEREST RATES HAVE DECLINED
SOEWHAT, THE FUTURE SEEMS DIM FOR UTILITY COSTS UNLESS THE |
'PRESIDENT’S ENERGY PROGRAM IS ADOPTED, THE PRESIDENT‘HAS>CALLEDFOR-
TOUSH ACTION, AMD TOUSH ACTION IS TRULY REAUIRED IF THE SHORTAGES
THAT EXISTED IN THE WINTER OF 1973-74 ARE TO BE AVERTED, AND IF

THE HIGH GAS AND ELECTRIC BILLS OF LAST WINTER ARE TO BE REDUCED,




o 8 |
ALTHOUGH MR. O'LEARY WILL BE COMMENTING ON THE PRESIDENT’S

PROGRA' IN MORE DEPTH AT THIS CONFEREACE, 1 WOULD LIKE TO SAY
A FEW WORDS ABOUT IT. THE PRESIDENT'S ENERGY PROSRAN IS BASED
ON THREE PRINCIPLES: CONSERVATION; FAIR PRODUCTION INCENTIVES;
AND, INDUCEMENTS TO SHITCH TO ALTERNATIVE ENERGY SOURCES SUCH
AS COAL AND SOLAR HEATINS, WHILE THE PRESIDENT'S PROGRM
CONTAINS PROVISIONS WHICH WILL INPACT ON AL SECTORS 0F THE
ECONOAY, THE FOLLONING AFFECT HOUSING AND NOM-RESIDENTIAL
CONSTRUCTION IN PARTICULAR: | |
- A RESIDENTIAL CONSERVATION TAX CREDIT'FOR SPECIFIED
ENERGY CONSERVATION MEASLRES o
~- A TAX CREDIT FOR THE INSTALLATION OF SOLAR HEATING AND
COOLING EQUIPMENT - |
-~ WEATHERIZATICN FINANCING, CONSISTING OF $585 MILLION IN
DIRECT GRANTS FO2 LON-INCOME OHNERS AND THE CREATION OF

A SECONDARY MARKET FOR RESIDENTIAL CONSTRUCTION»LOANS




| | ]

—~ A UTILITIES INSULATION PROSRAH WHERE UTILITIES WOULD BE
REQUIRED TO OFFER INSULATION INFORVATION, OFFER LOANS
REPAYABLE THROUSH UTILITY BILLS AND OFFER TO ARRANGE
FOR INSTALLATION | |

- A SCHOOLS AND HOSPLTALS CONSERVATION PROSRA‘ HHICH HOULD
PROVIDE GRANTS UP TO 0 PERCENT OF COST TO STATES FOR
THE IWSTALLATION MD DESIGH OF CONSERVATION INITIATIVES
[N SCHOOLS AND HOSPITALS

-~ A THO-PRONSED PROSRAM TO INCREASE ENERSY EFFICIENCY m

 FEDERAL BUILDINGS

—— ADVANCING THE EFFECTIVE DATE OF MANDATORY ENERSY STANDARDS
FOR NEY BUILDINGS FROH 1981 TO 1080, | |

YE WASTE ALMOST HALF OF THE ENERSY VE USE AS WE HEAT QR

'HOMES, RUM OUR FACTORIES AMD DRIVE OUR CARS. HE USE TWICE AS

MUCH PER CAPITA AS THE GERWANS, SHEDES OR JAPAHESE USE EVEN

“THOUGH THEIR STANDARD OF LIVING IS SIAILAR TO OURS.




THE WHITE HOUSE
WASHINGTON

“November 16, 1977

The Vice President
Stu Eizenstat
Zbig Brzezinski

The attached is forwarded to
you for your information.

Rick Hutcheson

FRONTIER AIRLINES HIJACKING




THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

NOV 16 917

MEMORANDUM TO: The President

FROM: Brock Adams

SUBJECT: Frontier Airlines Hijacking

‘I am enclosing for your review the final report prepared
by the Federal Aviation Administration (FAA) on the
October 20 Frontier Airlines hijacking in Grand Island,
Nebraska.

I concur with the conclusion that this incident did not
indicate any failure in the U. S. civil aviation security
system, but rather, it was an armed forcible penetration

of the system. However, the FAA and the aviation community
need to maintain a continuing review of the system to assure
that it remains capable of responding to changes in the
nature and level of the threat to U. S. commercial aviation.

As I indicated at the Cabinet meeting and in my weekly
report to you of November 4, in consultation with the State
Department and the U. S. Mission to the U. N., I have taken
the position that we must remove the hijacking issue from
the political environment of the U. N. and refer it to the
technical aviation atmosphere of the International Civil
Aviation Organization (ICAO). We have identified some
specific improvements that could contribute to strengthened
airport security worldwide.

I will keep you advised of additional significant developments
as they occur. :

Enclosure
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BT HIJACKING OF FRONTIER ATRLINES FLIGHT 101
o " GRAND ISLAND, NEBRASKA
' OCTOBER 20, 1977

-Introduction - Public and news media attention to the hijacking of

- Frontier Airlines (FAL) Flight 101 on October 20, 1977, was intensified

because of two recent major hijackings of foreign aircraft. This was
the 27th hijacking of an air carrier aircraft in 1977 and the 4th incident
involving a U.S. air carrier: In 1976 there were only 16 hijackings in

‘the entire year. The demands made by the hijacker of FAL Flight 101

- were similar to those made by terrorists who hijacked a Japanese Airlines

DC-8 on September 28 and a Lufthansa. B-737 on October 13. The worldwide
attention and publicity centered on those incidents shifted to focus
on the FAL hijacking and the U.S. Civil Aviation Security Program.

Summary - On Thursday, October 20, Thomas Michael Hannan, a 29-year-old
white male, armed with a sawed-off shotgun, forced his way past security

~ personnel at the passenger screening station at Grand Island, Nebraska,

and took command of FAL Flight 101. The pilot was forced to fly the

“aircraft to Kansas City, Missouri, where 18 passengers were released.

The hijacker demanded 3 million dollars, two parachutes, two machine

~guns, two pistols, ammunition and the release of a friend, George David
. Stewart, who was Incarcerated in the Fulton County Jail in Atlanta,

Georgia. Flight 101, under the control of the hijacker, continued to '
Atlanta where, after hours of negotiatioms, Hannan agreed to releasing -
the remaining passengers and allowing his attorney to board the aircraft

. to talk with him. Hannan, after some discussion with his attorney,

committed suicide by shooting himself in the chest with the shotgun.
There were no other injuries. Although parachutes and the hijacker's
friend, George Stewart, were available at the Atlanta Airport, none of
the hijackers demands were met éxcept for providing: hamburgers milk

shakes and cigarettes as he had requested.

_ Chronology ~ The significant events which occurred at Grand Isiand,

"Kansas City and Atlanta are as follows:

© Grand Island, Nebraska - Boarding ~ FAL 101, a B-737, was
scheduled to depart Grand Island for Lincoln, Nebraska, at
0644 CDT. At approximately 0630 CDT, during the passenger
screening process, Hannan, who had purchased a ticket for
FAL 101, placed a small brown bag on the screening table
and opened it as though he was preparing it to be searched.
Instead, he pulled out a sawed-off shotgun and said he was -
going aboard the aircraft. Deputy Sheriff Roy Jensen of
the Hall County Sheriff's Department, who was on duty at
the screening point, told Hannan he could not go aboard

- but Hannan pointed the gun at Jensen and again said he
was going aboard. While waving the shotgun in the air,

_FOR OFFICIAL USE ONLY
Public Availability To Be
Determined Under 5 U. S. C. 552
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Hannan walked through the screening point toward the door:

leading to the aircraft. As Hannan stepped outside the

-door, he turned back and pointed the gun at Officer Jensen

who was following him and said to Jensen that if he made _ :
one move he would kill him. Hannan then walked quickly to- ) N,
. the parked FAL aircraft which was about 50 feet from the exit ' '
door and pushed boarding passengers aside as he went up

the aircraft stairs. Hannan ordered the aircraft to depart

and within several minutes FAL 101 departed Grand Island with -

30 passengers and 4 crew.

. © Ransas City, Missouri - Refueling - FAL 101 landed at Kansas City
- for refueling at 0724 CDT and parked near Gate 18. Appropriate-
security measures were placed in effect at the airport prior to the
landing including establishment of an FBI capability. Hannan
released 16 women and children along with 2 men - one, an. acquaintance
of Hannan's who happened to be on the flight and the other, a man
" wWith a cardiac' condition. :Hannan:made known -his demands and set -
a deadline of 1200 hours CDT. FBI negotiator, James R. Graham, Jr.,
talked at some length with the hijacker in an attempt to obtain his
confidence. It appeared that the hijacker was prepared to remain
in Kansas City for an indefinite period, however, he suddenly directed
the pilot to fly the aircraft to Atlanta. After receiving 20,000
pounds of fuel, FAL 101 departed Kansas City at 0855 CDT en route.
to Atlanta with 11 passengers, 4 crew and the hijacker. The FAA
retained the responsibility for directing all law enforcement
activities as the hijacked aircraft continued in an "in-flight"
status (from the time all doors are closed for the purpose of
embarkation until one such door is open for the purpose of A
disembarkation). It was determined that the aircraft was still
in flight as 11 passengers remained aboard the airplane and no
attempt had been made to permit them to disembark. -

" O Atlanta, Georgia - Termination - FAL 101 landed at Atlanta's Hartsfield
o International Airport at 1203 EDT and:parked near the north cargo '
building. Negotiations between the FBI and Hannan began immediately. -
As a result of subsequent negotiation, food was delivered to the '
aircraft. After further negotiations, Hannan set a deadline of
1700 EDT for his demands to be met, or he would begin to execute
.passengers. This deadline, as the earlier one, passed without
incident. After talking to his lawyers and parents, who were.
flown to Atlanta, Hannan agreed to release the two female flight
attendants at 1804 EDT. o : ' - :

During efforts to connect an auxiliary power unit to the aircraft,
Hannan moved to various locations inside the aircraft while this
change was taking place.  The pilot, therefore, had an opportunity
to contact ground personnel and requested that he be furnished

a handgun through the cockpit window. He stated that it would

FOR OFFICIAT. USE ONLY
Public Availability To Be
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 be used against the hijacker as a last resort. The request
- was considered and a decision was made against taking this

action as detection of the weapon by the hijacker or the use

" of the weapon by the pilot might possibly precipitate a

situation which would result in the loss of lives. As a

, . general rule it is not advisable to introduce additiomnal

weapons into a hostage situation, therefore, the pilot's.

. request for a gun was deniled.

A special FAA team consisting of a medical doctor, engineer and

pllot were dispatched from the FAA command post in Washington to
Atlanta. The team took with them a nonlethal device which had
been developed previously by the FAA to incapacitate hijackers

in certain situations. It was believed that circumstances might

“develop where the use of this technique might be appropriate.

However, the opportunity to utilize the device did not develop
during this incident.

During_the negotiations, George Stewart was escorted to the Atlanta

~Alrport and at 2045 he talked to Hannan from the tower. At 2055,
- after talking to Stewart and his lawyer, J. Rodger Thompson,

Hannan agreed to allow Thompson to come to the aircraft to talk

_ in person. At approximately 2120 Hannan permitted the remaining
. 11 passengers to exit and Thompson went aboard the aircraft to

talk with Hannan. Thompson remained in the galley area while
Hannan, still armed with the shotgun, moved throughout the cabin.
Thompson's conversation was directed toward the release of the

pilot and co-pilot and the hijacker's surrender. Hannan said

he did not want to go to jail and finally said he wanted to think
about Thompson's proposzl. Hannan went to the rear of the dark
cabin and sat down. After several minutes Hannan shot himself

in the chest with the shotgun. FBI agents came aboard immediately
and Hannan was pronounced dead on the scene at about 2205 EDT.

- Hijacker's Background - Hannan was born in Sioux Falls, South Dakota,

-on March 2, 1948. He attended three years of college at three

different schools. Hannan served in the U.S. Army for 2 1/2 years
and won the Bronze Star for service in Vietnam. He was described’

by friends and family as a very intelligent and sensitive individual.
Hannan and Stewart had been friends for several years and allegedly
were involved in a homosexual relationship. They were arrested in
Mobile, Alabama, on September 3, on charges of robbing a bank in
Atlanta. Both men were jailed in Atlanta and on October 11 Hannan's
parents met his bond so he could return to Grand Island to take care
of personal business. Hannan was taken to the airport by his parents
on October 20 in order to return to Atlanta to face the bank
robbery charges.
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Observations — Each hijacking incident contains unique circumstances which
must be considered. Significant observations related to this particular -
‘hijacking follow: : ' I ‘

t

© In-Flight Status - The aircraft remained "in-flight" during the -
entire incident as defined in Section 101 of the Federal Aviatioen
Act of 1958 as amended by the Air Transportation Security Act of
1958 (PL 93-366). The Act states that the FAA has the responsibility
for directing all law enforcement activities while the aircraft is
"in-flight." Section 101 specifies that the aircraft is considered
to be in-flight from the moment when all external doors are closed
following embarkation until the moment when one such door is opened
for disembarkation or in the case of a forced landing until the
competent authorities take over the responsibility for the aircraft
and for the persons and property aboard. The FAA, therefore, had
the responsibility for directing all law enforcement activities
throughout the incident.

°;Relationsh1p With International Hijackings - This was the 27th
"~ hijacking of an air carrier aircraft in 1977 and the 4th involving

a U.S. air carrier. In 1976 there were only 16 for the entire
year. This significant increase in hijackings, coupled with the

. widespread publicity given to the recent hijacking of a Japanese
Alrlines DC-8 on September 28 and a Lufthansa B-737 on October 13,
led to extensive public and news media interest in this incident.
Also, the demands made by the hijacker in this incident were
gimilar to those made by terrorists in the recent foreign hijackings.

The hijacking of FAL 101 occurred only two days after German
commandos successfully xescued 86 hostages from a hijacked Lufthansa
Jet in Somalia. The success of the dramatic German response focused
increased attention to the management of this hijacklng.

»Government—Industry Teamwork - The primary concern during the
incident was the successful conclusion of the hijacking without

- injury to the passengers, crew or damage to the aircraft. Long~ !
- standing arrangements with the FBI provided once again to be highly
effective. The cooperation of Frontier Airlines, the Air Line
Pilots Association, local law enforcement authorities and FAA
_personnel on the scene at each involved facility also aided greatly
in the successful management of the incident. The National Military
Command Center cooperated and responded immediately to ensure that.
parachutes were available in case they were needed during the

' negotiations,

‘ Due to the cooperation of all involved, the FAA Command Post - ‘ . 3?
operated efficiently as it has in over 100 previous hijacking e
incidents. As with all previous incidents the experience gained:
by the government/industry. team during this hijacking will be
useful inaatcemptingfto‘improvejprésent'safeguards’and'techniques. s

g ' ' TR
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..9 Crew Performance — The flight crew of FAL 101, who bravely _
- withstood the day-long ordeal, should be praised for their =
calm response to the incident. Captain E. J. Curtis, :
First Officer G. H. Jones, and Flight Attendants Bobbie Carr-
and Diane Lord were able to deal promptly and effectively
with the hijacker. The composure of the crew under the command
of Captain Curtis contributed immeasurably in bringing this
incident to a safe conclusion.

Negotiations - The calm and resourceful actions of FBI agents
who talked with Hannan throughout the day eventually led to
the safe release of all hostages. The outstanding efforts of
FBI Agent James R. Graham, Jr., in Kansas City and William D.
Cochran in Atlanta aided greatly in the management of the

% : incident. In Atlanta, Hannan's parents, Stewart, and Hannan's
attorneys, Frank Petrella and J. Rodger Thompson, all talked
with Hannan and encouraged him to surrender. :‘The diligent
efforts of Mr. Thompson, who was the attorney representing
Hannan and Stewart on the bank robbery charges, resulted in the
release of the final 11 passengers.

© Threat Assessment ~ The continuing increase in aircraft hijackings

throughout the world indicates that the hijacking threat persists
"and that effective civil aviation security measures remain necessary.

The hijacking of FAL 101 underscores the validity of this assessment.
In light of recent events which might cause nations to improve -
their anti-hijacking procedures, there is concern that the use of
.explosives placed aboard aircraft by terrorists and criminals to

- obtain their demands might increase. :

Past experience has also shown that the publicity given to a
hijacking quite often results in another hijacking shortly after
the first. There is a possibility that this incident may spur
other similar acts.

Conclusions - From what has been learned, this hijacking did not involve
any compromise of passenger screening procedures. The hijacker forced his
way aboard the aircraft at gun point. The circumstances did not permit the
law enforcement officer in this instance to take positive action to stop
the hijacker before he reached the aircraft.

Although the current U.S. civil aviation passenger screening system is not
foolproof, its effectiveness is clearly demonstrated by the fact that since
1973, no U.S. hijackings have resulted from firearms or explosives passing.
undetected through passenger screening points.. This incident involving an
armed, forceful penetration emphasizes the need for the FAA to continue

1ts ongoing review and evaluation of existing procedures and safeguards,'
and to effect changes as deemed appropriate.
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MEMORANDUM _‘-.‘I—IEWPRESIDEHT HAS SEEN,

THE WHITE HOUSE

WASHINGTON

MEMORANDUM TO THE PRESIDENT

FROM: HAMILTON JORDAN 7~/¢
DATE = NOVEMBER 16, 1977
SUBJECT: PANAMA CANAL OPPOSITION MAILING

Last week, you indicated in the margin of the updated Panama
Canal Work Plans that you would like to see some copies of .
mailings that are being sent out by the treatles' opponents.
I have attached some typical examples:

- ==A November 4 mailing by the Republican National
Committee which contains a four page letter from
Ronald Reagan accompanied by an endorsement letter
from Bill Brock. I have highlighted some of the
more blatant half-truths.

This particular mailing has angered President Ford
because it repudiates Ford's own position and makes
the ratification debate a partisan matter. Apparently,
Brock simply could not resist using the Canal issue

to raise money for the RNC..

-~An August 5 mailing by thé.Emergehcy Task Force on the
Panama Canal. Phyllis Schafly's husband is the Chair-
man of this group.

-—-A mailing by the Panama Canal Defense Fund signed by
Congressman George Hansen of Idaho.

Electrostatic Copy Made
for Preservation Purposes
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-Canal Treaty-

310 First Steal. Southz - P.0. Box 1968 -~ Washingter, D. C, 20013 -

Ncvember U,:1977

Ht. 8 Hrs., -~ =«
“Alkermarle St

4Arllngton, Virginia 22207

Dear Mr. & Mrs., v~

I need your inmediate help to prevent our country from

making one of the most serious llgtakes 1n 1ts 200 year
history. :

Right now, as I write this letter to yo Carter
and his Hlte House lobbyvists are tryin “starpede
the U.S. Senate into guick rati flCuLlOH of the Panama

Unless you and I act now, cne of the most vital shluplng
and defense watervays will be in the complete control of

the -anti—-American, pro-tarxist: alctntor, General Tﬁrrljos.f

_—————

-You and I jUbt can't let- that h:ppen Too much is~at"

stake. That's why I felt i1t was important that I alert

~you personally to what'sfbeen geing -on behing" your back.

I've read this treaty caLefully from cover to cover-

Bnd in my homest opinion,.it's a line by line blueprlnt
’fog potential disaster for our country.

That's why in a special meeting in New Orleans, the
Republican Mational Comaittee formally adopted a resolu-
tion to oppose ratification of the Carter-negotiated
Panama Canal Treaty by tbe G.5. 'Senate.

Here's why 1 am. so yorrieﬁ, M. & Brs.

1) Once the treaty is ratified, the U.S. can't build a
nev sea-level canal in or ©cui of Panarza without the ex-
press written permission OL the Panazasanian government:

In _the process of giving UDP cur Canal, Hr. Carter has
also surrendered our rigatS TQ buxld a newy one if. needed.

2) .0nce ratified, ther=s's DO guavantee our Naval Fleet
will havye the right of TLXOTILY rassage in time of varC..
Our Y¥avy depends cn sabe, S®-¥Le, unrestricted passage

N




‘through the Canal. put if we lose this short-cat from
the Atlanticnte—iho~pacific, we'll lose the flexibility

and quick resp Onse ve nead to protect our: country and .our
allies. .

3) Once ratified, there is po guarantee the U.S. can
-intervene to protect and defend the neutrality of the
Canal. Despite the way N¥r. Carter Minterprets”: the
treaty, Panama's chief negotiator, Hr. Bethancourt says,
flat out, YThe U.S. ddes NOT have the right to intervene
to defend the Canal." o '

4) Once ratified, we must close down 10'of our military

bases, Americauns in the Zone will be under Panamanian rule,

and ¥ve must pay ‘Torrijos millions more each year for the
Canal.

"%hat's more, many members of Congress from dHr. Carter’'s o
own party are shocked at the treaty terms. - For one, Demo—- -
crat Representative Sam Stratton of New York (a senior '
nenmber of the House Armed Services Ccmmittee) says the
Carter strategists are so anxious to pass the treaty
that they've been "mlsleadlng both Congress and the
publlc_“

These treaties could cost Auaericans hqndreds.of_millions_”,
"in payments to Panama. Plus we'll pay higher prices for
goods shipped via the Canal once Torrijos raises the tolls.

‘Today, over 70% of the ships using the Canal go to and
from American ports and many will carry Alaskan oil we
‘must have to heat our homes and run our factories.

Frankly, it's incredible to ne that we vould even think
of handing over this vital seaway to Torrijos who main-
tains close ties with Fidel Castro and the Soviet-Union.

‘Here's a man who has systematically crushed the rights

of his own people. He and qu‘cljcue seized powWer by
gunpoint from an elected President. Now Torrijos controls
‘the press, he's outlawed all political parties but the
Marxist Party and he controlc the military."

.

Now I ask you, vwhat u1ll_he dO.uhen he gets control of
“the Canal? oOnce we pull out, what's to stop Torrijos or
his successor from natloqﬁlJVIng the Ccanal and orderlng
-us out at once?

Papnama is one of the most Unstabhle countries in Latin
Azerica. In 60 years, ©eVO.UTTIONS, coups and periodic
elections have produced 50 different governments. Yet

in all that time the :m2ricans have kept the Canal open.
There's no cuarantee Panae2 <can or will do the =anme!

o}

Despite these and more Ce2S0ns, the Carter Administra-
tion is using all its po¥2r and might to force a gquick

rubber stamp YES vote 1o the trea ~ty. If that happens,

E!




we'll give up everythlng in exchange for nothing. And
I, along with most Americans, want no part of 1t'

From the beginnipg, Mr  carter negotiated this treatyf :
without consulting Congrescsional leaders. And then, to -
head off public oppositicn, he turned the treaty signing-
ceremony into an elaborately staged nedia event. Onkt
after the treaty was siqned did Hr. Carter reveal the
terms to Congress and the public.

Why is Hr. Carter im such a big hurry? W®hy is he putting
such intense pressure on the U.S. Senate to ratify the
tleaty so fast? Jhis jsp't a partisan issue. Every
opinion poll I've seen shows a majority of Amerlcans
opposing the Canal giveaway.

You see, the Panama Canal Treaty is only the latest
item in a brcad"tangeof far-reaching foreign“policy”
and defense decisions made by Mr. Carter that have Re—
publicans, Democrats, and Independents in a state of
alarm. ' : ' ‘

In just a few months, Hr. Carter has made major defense
- budget cuts; scrapped the B-1 bcater; moved to recognize
Cozmunist Cubaj cancelled 60 new Hinutemen III missiles
and autnoflzed a 0. S. troop pull-out from South Korea.

So that's what we are up against.

And I am going to do'eﬁetfthing I can to keep cur Canal.
Believe me, . I am counting on you to give me all the

help you possibly can to .defeat those who time and tlme S

-again vote to weaﬂen our national securlty.

I'm convinced the only hay to defeat the Carter negotlated
treaty is to conduct -a full-fledged campalgn to alert
c1tlzens to tHe dangers Republlcanq see 1in this treaty. .

“That's wny our’ maJor goal is to obtaln the SLQnatures
‘of millions of Amerlcans Uho Support our efforts to.
oppose*thls treaty. :

He have got to show suooort for Republlcan opposition
to the treaty in a dramatic way by giving every person.
like you a chance to join %ith us in this fight by
signing the enclosed endorsewent petition.

To do this, I want to Hrit§ rersonally to millicns of
Americans asking them to sS1¢n endorsement petlflonc ‘and

give whatever financial suprort they can.

That meane we must raise a ainimum of $2 mwillion.

Unless these funds are Talsed,

Y on't defeat those
. 2 e <
Democrats who vote - time anc time

W
again to support actiocns

- (over, please)

ey o 170,
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that weaken our national security- And we will not be
able to elect candidates vho will stand up and support a
strong U.S. foreign policy and ‘a strong national defense-

That's exactly why your contribution is so jimportant.
Believe me, without your support, the Canal is as good

as_gomne. Then ve’ll have to vwrite off the Canal like vwe
wvere forced to write off Vietnam, Cambodia and Laos. So

“please, I urge you to do the following today:

Please send the most generous contribution you feel you"
can afford to finance this carpaigm. It's difficult for
me to suggest a specific arount, but I know it will take

- many contributions of $15, $25 and $100 or more to wint

If you agree with me,'theﬁ sign the ehé’ospd endorsenent
petltlon and mail it back to me in the SPECLal reply en-
velope I have enclosed for you.

"This is,one'of_thé_mostrimportanu battles -you and T will

ever fight, Hr. & Mrs. . ‘We'lre up against tremen-
dous .odds. But we can't sit back and do nothngo

It's timévyou and I counter the slick pT oDaganda caHUaign-
that says our ownership of the Camnal is "imperialist ic.”m
Nothlng could be further from the truth.

‘He haven®t made a nickel on the Canal. FWe've run it

- for the benefit of the entire world. And welve poured.

over $200 million a year into the Panamanian economny..

jThisidébate concerns our national security. And that
-shouldn't be sacrificed to score a few political points

wvith a regime in Panama that so b]q%antly violates tne

human rlghts of its own ppoale-

‘#ith so much at - staxe, I urge vyou to send me YOUE contri~-

bution so we can defeat those who vote time and. time
again dgalnst a strong U.S. foreign policy.

As I saild, many Senators are undecided on this treaty.

“They'll be subjected to intense ghite House préssure to

get their vote, not only on this issue but on other up-
coming defense and foreign policy issues as well.

Working together, ‘'you and I can defeat Hr. Carter and the
Democrats vhao vote repeatedly to ucaxpn U. o..security,and
our national interest.’ N

Hith deep concern,

g\auﬂg.yagﬁﬁW\.

nonald Reagan {

RR/bjm




REPUBLICARN “NaTionAL -CommiTT EE
DWIGHT D. EISENHOWER REPUBLICAN CENTER )
310 FIRST STREET SOUTHEAST, WASHINGTON. D.C. 20003

Dear Friend:

Both Governor Reagan and I are depending on you to give us
all the help you can in this campaign fight. :

Governor Reagan has told You what we face. We must counter a
weJ1~orchestrated,'powerfu] Tobbying assault led by Mr. Carter
and the liberal Democrats in Congress. And Governor Reagan and
I can't fight them alone. We need your help! :

With your financial support, along with the help of other dedij-
cated Americans, we can get the truth out to the voters on the
dangers we face from the Democrat administration. -

Whatever amount You decide to send, Governor Reagan has made a
special request that you receive the CITIZEN'S ACTION AWARD as
tribute to your financial support of this historic Republican :
-campaign to protect our nation's future. ' -

Mr. Car 7
change our national defense and foreign-po]icy._Thatts why your
help is so important today. - - A . T

As Governor Reagan >dys, we must raise $2 million to launch
this campaign fight. And ‘that means we must depend 100% on the
voluntary contributions’of people Tike you who_ share our deep
concern about these dangerous policjes. B

Whatever amount you contribute now will also put us that.much
closer to defeating Democrats who consistently support programs
that only weaken our'country'S‘security;

As soon as I receive your contribution, I want to send you
your special award signed by Governor Reagan. And I hope you'1l
be proud to display this important award for your friends and
family to see. . ’ '

Both Governor Reagan and 1 hopa we ¢an count on your immediate -
financial support. So, please send n your special contribution

today.
| Sincerely, -

5111 Brock
Chairman

. e : ST 21 e s
A TIg gt Cutrenortis G o with e Pl ction Commussies 238 15 20al
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EN“DQSW‘T’* NT PETITION

T O Govemor Ronald Reaoan

I fully support your opposition to ’the Panama Canal 1

Treaty negotiated and signed by President Calter.

T endorse and support the Republican National Com-
‘mittee’s resolution adopted in a special meeting in
New Orleans to oppose ratification of the treaty by the
United States Senate. I

~ Signature

Please check appropriate box(s)

D 'Uv-S- C]tl?t‘ﬂ [j 'f{‘a-;\jljayer D ‘Yoter
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Daniel O. Graham
Lt. General, USA retireq

sDelza-r' Fend: W/)Y//Nl !’“) b

I'm vedy d Sqppointed that you have-not~responded to

Fred Schlafly's appeal for the Emergency Task Force on the
Panama Canaj_

, . was hoping you'd Support our Task Force at this
critical moment when the future of the Panama Canal is
in serious jeopardy, -

It just doesn't make sense. What next? Will we turn
over our naval base at Guantanamo to Castro? :

Please,
- Giveaway Lobb
Send whatever
Panama Canal, -

Daniel 0. Graham .




* Members
(Partial Listing)
Dr. Walter H. Judd
Dr. Lev E. Dobriansky
Dr. Stefan T. Possony -
~Mr. David Keene '
Mr. Lee Edwards
Mr. J.A. Parker
Mr. Paul Bethel
Rev. Raymond de Jaegher
Mr. Ronald F. Docksai
:Gen Daniel Graham
(USA-Ret.)
. Mr. Marx. Lewis
Dr. Robert Morris

(USN-Ret.) &

Mr. Ron Pearson £

Dr. Edward Rozek

.Dr. David N. Rowe " )’ o

H

"I‘
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\_,—r'!ﬁ"\ﬂ L LY . ‘

here.
) -,/ American possession wou]d be a tragic and horrible m1stake, please
- Adm. John S. McCain, Jr.

£
v

. year.

Wushmgton, D C
Fred Schlafly, Chairmi

 August 5, 1977

y Dear Friend:

President Carter has dec]ared he w111 g1ve away the Panama

f?Cana] before the year is out.

If you agree with Mr. Carter, stop reading my Tetter r1ght -
But if you feel, as I do, that the surrender of this uniquely

read on.
Here 1s Mr. Carter's 1ncred1b1e p]an._a

. S1gn a treaty with the uneIected d1ctator Torr1jos th1s

. Aim an intensive so-called "1nformation" barrage at the

i Amer1can people.

. Give a dramatic "fireside chat" at just the right ‘moment

7[ to sway the public into going along with the most monumental g1ve-.

~ away in U.S. history.

- - to the Canal,

. Stampede the U.S.'Senate'into approving thelCana] treaty.

I feel strongly, as I feel certain you do, that we cannot
and must not allow this surrender to take p]ace

For the last 2% years, ACWF's Task Force on the Panama

~ Canal has been exposing the fallacies of such a trag1c and
‘;unwarranted surrender.

We are now at an absolute]y cr1t1ca1 po1nt

Just how determined President Carter is to turn over the Cana]
can be seen by his reaction to the Panamanian demand that in addition

we give them $1 billion now and another $4 b1111on
over the next 20 years!

The President did not,dismisé this absurd demand dut of hand,
as. he should have, but stated that what the U.S. needs is a "new"

+ Panama Canal" across Panama or Nicaragua -- at an est1mated cost

- of $7 billion.

-The Pres1dent means business. He has assigned his top aide,.
Hamilton Jordan, to ensure that he gets the two-thirds Senate vote
needed to rat1fy a new treaty.

A Project of the American Counci‘li@ﬂgﬂd Freedom
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‘1 have been privileged to serve as chairman of ACWF's Task Force on the
Panama Canal. I am proud of the many educational programs and proaects we have
sponsored to inform the American people about the Canal. ‘

It has been an honor to cooperate with so many'dtst1n90ishedrAmericans
like Sen. Strom Thurmond of South Carolina and Rep. Daniel Flood of Pennsy]vania
without whose dedicated leadership the Panama Canal might already be in the
hands of the Marxist dictator of Panama, "Genera]" Omar Torrijos.

A11 the arguments are on our side.

The surrender of our Panama Canal will require the United States to repIacev

-its one-ocean navy with a two-ocean navy. This will cost many billions in taxes
and requlre five to 10 years in construction time. Does anyone think Congress
should impose this very heavy tax burden on the American peop]e in order to give
a Marx1st dictator our great national resource at Panama? ,

- Torrijos had Panama borrow $20 million in January 1972 and $115 million

in October 1973, and the Panamanian government is now insolvent. The money can
" be repaid on]y 1f the U.S. surrenders its canal and gives dictator Torrijos the
millions he is demanding. Why should negotiator Sol Linowitz, a former director
-of the Marine Midland Bank, a large lender to Panama, demand that Amer1can tax-
‘payers repay uncollectable loans to Marine Midland and other banks’ %

We have taken the facts to the Amer1can people. Task Force informational
projects have included: , : 0

i .' The national poll by Opinion Research Corporation of Princ eton, N.J.,
back in 1975, revealing that 75% of the American peop]e want the U. S to retain
control and ownersh1p of the Canal. _ ; .

. The Inter-American Conference on Freedom and Security, at whach Latin
American leaders said emphatically they did not want Panama to contro] the .
Canal -- because of its pro-Castro dictator TOFF]JOS.A

. The publication of Isaac Don Levine's widely heralded bookji"Hands off
the Panama Canal," which documents the Soviet connection with Panama and shows
how we can use the Monroe Doctrine to keep control of the Canal.

. The distribution of solid factual documents, ranging from Dr. James P.
Lucier's "Panama Canal: Focus of Power Politics™ to the 24-page Congressional
reprint, "Why the U.S. Should Maintain Control of the Panama Canal." - '

We have continued our informational campaign this year. InvApril we com-
missioned Decision Making Information of Santa Ana, Calif., to conduct another
national survey about the Panama Canal.

DMI reported that by a margin of 5 to 1, Americans cont1nue to favor U. S
control and ownership of the Canal.

We sent the poll results to Members of Congress, the national news media,
veterans, patriotic and fraterna] organizations, and other concerned Americans
across the country.

And yet all this is not enough. These next few months are absolutely
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crijtical, so critical in fact that we have added the word "EMERGENCY," to our
Task Force name. o , .

We are indeed 1in an'emergency. Despite our work, and that of'outstand1ng
national organizations 1ike the American Leg1on and the Veterans of Fore1gn
Wars, we may lose the battle. .

: The Giveaway Lobby knows that r1ght now a new treaty would not be approved
by the Congress. But they plan to use the next few months to turn pub11c
opinion and Congress around. ‘

Sol Linowitz, a foreign aggnt'for Marxist . Chile in_19723who is now'nego-h
tiating our new treaty with Panama, has said fTatly' . _

"The grim fact is the American people are not yet ready to support a new
treaty. They are grossly uninformed about it."

So Mr. Linowitz and other members of the Giveaway Lobby 1ntend -to spend
time, effort and lots of money to "inform" the American people that the time

has come to turn over the Canal to dictator Torrijos.
J

wh1ch means that you and I must redoub]e our efforts.

We need your help, your f1nanc1a1 he]plfr1ght now, today._‘

, We w111 have to spend at Jeast $85,000 between now and. October to counter-
. act the massive propaganda campaign of the Carter administration with the
truth about the continued U.S. need for the Panama Canal and the 1ndisputab1e
fact that the American peop]e are overwhelmingly opposed to any g1veaway of
the Canal. . . _

If you agree with me that we cannot a]]ow ‘the Panama Cana] on which we
have spent $7 billion of American taxpayers' money, to be g1ven away, here
is what you can do: - , .

1. Write, telegram or telephone your two Senators ‘and - your Congressman
(202-224-3121), telling them how you feel about the Panama Canal.

Both the Senate and the House must vote on this question because the
“Canal 1is U.S. territory and under our Constitution, the House must approve,
by a simple majority, any transfer of U.S. terr1tory.

f 2.' Send your tax-deductible contribution today to the Emergency Task
- Force on the Panama Canal. v

_ Most of you, I know, will not be able to give more than $25 $15 or
$10. Send whatever you can -- no contr1but1on is too sma]]
1 ' .
- If you can give more -- $50 or $100 or $1000 -- now is the time to send
it. , '
I come to you now because I know you are a patr1ot1c American who will -
respond in an emergency.

And that, my friend, is what we are confronted with -- a true emergenqy



of national will and;gride..

If we give up the Panama Canal :-- th1s h1stor1c symbol of Amerlcan in- -
genuity and can-do spirit -- what will we hold on to?

We cannot Tet the Carter administration give away the Cahd]! With your -
generous support of the Emergency Task" Force on the:Panama Canal, it will not
happen' _ : . A

But there is no time for dé]dy Please send your maximum tax-deduct1b1e
contribution -- $10 $25, $50, $100 - today '

S1ncere1y yours,‘

- ~Jud »&& a_l

Fred Schlafly
- Chairman

&
By

P.S. 1 enclose a new Congress1ona1 reso]ut1on wh1ch is as good a summary of

the importance of the Panama Canal as I have ever read. If you'd like add1t10na1_':Jw

copies for your friends or your Congressman, please check the -box on the en-
closed form and return it, along with your contribution to me. Our Task Force
is_hoping for your support. I know you won t let us down. i .

i




g | {;ﬂ&pgfmﬁgg;(I%mnnecn1thuel%nnamnul(:anwd,
o 1100 17th St.; N.W. Suite 1000
4 o , _ _ Washington, D.C. 20036 -

Dear Mr. Schlafly:

I-:agree with you that the-U.S.'must,ggg_surrender its control of
the Panama Canal. I enclose my maximum tax-deductible contribution
»for;the ACWF Task Force on the Panama Canal. :

_$2500 $1000 $500 $250

$100 $50 $25 $15 Other

R R T e gy PR TI T I T T b 2, s

. . Name -
S _ E v - (PTease Print)
;, Address
city State ' o
1 “Please make your tax-deductible check payable to:
AMERICAN COUNCIL FOR WORLD FREEDOM
: [T Yes, I want extra copies of Congressman Murphy's

Panama Canal Resolution




Umted States
of America

PROCEEDINGS AND DEBATES OF THE Q 5% CONGRESS, FIRST SESSIO

Not pnnted at pubhc expens

- U.S. Panama Canal Zone Sovere1gnty Resolutlon

The following House Resolutlon was introduced on.
June 30, 1977 by Congressman John Murphy (D-N.Y.).
It was co-sponsored by Congressmen Robeért Daniel,
_Jr.(R-Va.), Tennyson Guyer (R-Ohio), Bill Young (R-
Fla.), Larry Winn, Jr. (R-Kans.), Bob Stump (D-Ariz.),
Glenn English (D-Okla.); Ray Roberts (D-Tex.), Jerry
Huckaby (D-La.), Norman D'Amours (D-N.H.),
Daniel Flood (D-Pa.), Joseph Gaydos (D-Pa.). Larry
McDonald (D-Ga.), Gene'Snyder (R-Ky.), Bo Ginn{(D-
Ga.), Leo Zeferetti (D-N.Y.), Mario Biaggi (D-N.Y.),
David Bowen (D-Miss.), Carroll Hubbard, Jr. (D-Ky.),
Norman Lent (R-N.Y.), Walter Jones (D-N.C:), Clair
Burgener (R-Calif.), John Dingell (D-Mich.), Don
Young (R-Alaska), John Rousselot (R-Calif.) and
Arlen Strangeland (R-Minn.).

‘Whereas United States dlplomatlc repre-
sentatlves are presently engaged In negotia-
tions  with representatives of the de facto
Revolutionary Government of Panama, under
the declared purpose to surrender to Panama,
at-an early date, United States soverelgn
rights and to abandon its treaty obligations,
as defined below, to malntain, operate, pro-
tect, and otherwise govern the United States-
owned canal and its protective frame of the
Canal Zone, herein deslgnated as the “canal”
and the “zone", respectively, situate within
the Isthmus of Panama; and

Whereas the United States is obligated by
international agreement to regulate, manage,
and protect & ship canal, guaranteeing its
neutrality to ‘the shipping of all nations at
equal toll rates, to wit:

The Hay-Pauncefote Treaty of 1901 be-

tween. the United States and Great Britain,

under which the Untted States adoptéd the
principles of the Convention of Constanti-
nople of 1888 as the rules for operationpregu-
lation, and management of the canal; and
Whereas title to and. ownership of the zone,
under the right “in perpetuity’” to exercise
‘sovereign control thereof, were vested en-
‘tirely and absolutely in the United States

. .and recognized to have been 80 vested in cer-

tain solemnly ratified treaties by the United
States with Panama and Colombia, to wit:

(1) The Hay-Bunau-Varilla Treaty. of 1903
hetween the Republic of Panama and the
United States; by the terms of which the
Republic of Panama. granted to the United
States In perpetulty the use, occupatior, and
control of the zone with full sovereign rights,
power, and authority over the zore for the
construction, maintenance, operation, sani-
tation;, and protection of the canal to the
entire exclusion of the exercise by the Re-
publlc of Panama ©Of any such sovereign
rights, power, or authority; and

{2) The Thomson-Urrutia Treaty of April
6. 1914, proclaimed March 30, 1923, between
the Republic of Colombia and the United
States, and under which the Republic of
Colombia recognized that the, title. to the
canal and the Panama Rallroad is vested
“entlrely and absolutely” in the Unlted

. States, which treaty granted important

rights in the use of the canal and rallroad
te Colombia; and

Whereas the United States, in a.ddmon to
having 80 acquired title t0 and ownership of
the zane hv. conatitutional MEANS BUrslIamt

territorfal possession; and

Whereas the United States since 1904 ha.'~
continuously occupled .and exerclsed sover-
eign control over the zone, constructed the
canal, and since 1814; for a period of mor#
than sixty years, operated the canal inle
highly efficient . manner of reasonable toll
rates to the vessels of all nations without dis-
crimination under the terms of the above-
mentioned treaties, thereby honorlng its ob-
ligations; and

Whereas from 1904 through June 30, 1974,
the Unifdd*States made-a tofal Investment
in the canal, including defense, at .a cost ta
the taxpayers of the United States of over
$6,880,370,000; and

Whereas the investment of the United

‘States in the canal includes the sacrifices of

many thpusands of United States citizens
who have worked to construct the canal, to
keep 1t operating smoothly and emclently.
and to protect it; and

Whereas the canal is of vital and impera-
tive importance to hemispherjc defense and

to thé security of the Unlted States and ’

‘Panama; and

Whereas approximately 70 per ‘centum of
canal traffic either originates or terminates.
in United States ports, making the contin-

ued operation of the canal by ithe United.

States vital to.its economy; and

Whereas the people of the United States
have exhibtted strong support for retention
of full and undiluted jurisdiction over the
canal and zone, and the Constitution insures
the supremacy of the people; and

Where as Panama has, under the terms of"

the 1903 treaty and the 1938 and 1965 revi-
sions thereof, been well compensated for the
sovereign rights, power, and authority it
granted to the United States, In such sig-
nificantly bengficial manner that sald com-

pensation and correlated benefits have con--

stituted a major portion of the economy of
Panams, giving it the highest per capita in-
come in ali of Central America; and
Whereas the long established friendly and
‘cooperative relations between the United
States and the Republic of Panama as a.con-
sequence of the benefits flowing from the'

present treaty structure are prone to deteri-"

oration Hy the dilution 6f any Unlted States
soverelgnty or jurisdiction in the canal and
zone; and -

‘Whereas the present negotiations pursuant
to the Pebruary 7, 1974, *“Agreement on
Princples” signed without' congressional

-authorization by United States Secretary of

State Henry A, Klssinger, and by Panama-
nian Foreign Minister Juan A, Tack, consti-
tute a clear and pretent danger to the hemi-
spheric security and the successful opera-

tion of the canal by the United States under -

its treaty obligations; and

Whereas the present treaty negotiations
are belng conducted under a cloak of un-
warranted secrecy, thus withholding from
our people and their representatives in Con-
gress Information vital to the commerce and

security of the United States; and
Wherear tha ITnitad [tatas Hol1as nf Dore

of the United Sfates over the zone territon

by the overwhelming vote of three hundre«
‘and eighty-two to ‘twelve, thus demonstrat
ing the irm determination of the people tha

the United States should maintain 1ts indis
pensable soverelgnty .and jurisdiction ove
the canal and the zone; and

Whereas under article IV, section 3, claum
2, of the United States Constitution, th
power to dispose of -territory or other prop
erty of the United States is specifically vest
ed in the Congress, which includes th
House of Representatives; and

Whereas the Communist regime in Cub:
has made that country a satellite of . th:
Unlon of Soviet Soclalist Republics in vio
lation of the Monroe Doctrine; and :

Whereas the proposed surrender of Unite
States soverelgn control over the zone an
canal to Panama, which is unable to defen
them, would invite the Union of Soviet So
ciallst Republics to establish its power stil
more. irmly in the strategic center of th
Amerlcas and threaten the operations an
prejected modernization of ‘the canal; an

Whereas such p-takeover.would transforr
the Caribbean-Guif of Mexico into a strs
tegic Soviet stronghold; and

Whereas the Congress-of the United Btate
is invested with. constitutional respons
bilities to provide for the common defens
and general welfare of the United States, t
regulate commerce with forejgn nations, t
raise and support armies and provide an
maintein a Navy, to make all needful rute
and regulations respecting the territory c
the United States, and to make all 1aws net
essary and proper for carrying into execy
tion these and other powers, all of whic
denote that it is the solemn duty of Con
gress to safeguard the interests of the pec
.ple of the United States in the canal an
zone: Now, therefore, be it

Resolved, That it 1s the sense-of the Hous
of Representativés of the United States
Amertca that—

(1} the Government of the United Stats
shouild retain unimpaired and protect i
govereign rights, power and authority, an
jurisdiction over the Panamea Canal and th
entire Canal Zone, and should in no wa
cede, dilute, forfeit, negotiate, or transfi
any such sovereign.rights, power, authorit
Jurisdiction, territory, or property, all ¢
which are indispensably necessary for th
maintenance operation, sanitation and pr¢
tection, and for the proposed major mog
ernization of the Panama Canal, as well ¢
the security of the United States and th
entire Western Hemisphere; and

(2) there be no relinquishment or surrer
.der of any presently vested United State
sovereign right, power, or authority in tr
Canal Zone without prlor authorization &
the Congress; and

(3) there be no reclslon or cession or otl
er divestiture of any United States terr
tory or property in the Oanal Zone, tang
ble or intangible, to Panama or any othi
entity, country or international organizs
tion, without prior asuthorization by. tl
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Dear Congressman Hansen:
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Permit No.
72735
‘Wash.DC. -

BUSINESS REPLY MAIL

‘No Postage Stamp Necessary il Mailed in the United Stales

Postage Will Be Paid 8By:

- Congressman George Hansen

Council for Inter-American Security
919 18th Street N.W., Suite 800
Washington, D.C. 20036

I agree: “Loss of the Panama Canal. . . would contribute |
to the encirclement of the U.S. by hostile naval forces, and
threaten our ability to survive.”

O I have expressed that view to my two
' U.S. Senators.

O I have enclosed my contribution to the
: PANAMA CANAL DEFENSE FUND of the
Council for Inter-American Security.

0O $20 D $25 0O$50 0O$100 O1$100 0[O1$250 [1$500
0 $1,000 $ (other amount)

Fill in pame & address below only if label on envelope is incorrecit.

-NAME
ADDRESS
-CITY _ STATE ZIP

MAKE CHECK PAYABLE TO “CIS".
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- .Place
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Here

~U.S. Senator
United States Senate
‘Washington, D.C. 20510

o
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’Dear Senator:
Sincerely,
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@nngress nf the Hnited étates
Jéuuse of Representatibes
tWasbington, B.C. 20515

Dear Friend:

This will probably be one of the most'important letters I've written in

It concerns the last ditch, emergency effort to save our Panama Canal.

Without your help, Jimmy!Carter-will certainly succeed-invramming his
Canal Zone treaty through the United States Senate, possibly in the next two -
to three weeks. Our most strategic possesion could be handed outr1ght to a
Marxist dictator allied with America's worst enemies.

The President is moving so swiftly with-goodjcause.

He's afraid of your reaction. L

He and the liberal leadership of the U.S. Senate have pledged an all
out campaign of arm-twisting and pressure tactics to ratify this treaty
immediately now that the Senate has come back in session.

The idea: ram it through before Americans 1like you can write to your
Senators and demand they vote against this outrageous g1veaway scheme.

Please write-- now, immediately. Use the postcards if you haven't mdre

time.. It's up to you-- completely.

Hhether the U.S. Senate caves in to this high- 1ntens1ty lobby1ng campa1gn :
or not will be decided by the degree of involvement of concerned and patr1ot1c, :
Americans like you.

That's the one thing the President can't change

Make no m1stake about it: the President.of the United States is devoting

“all of the resources of his'off1ce to bending the Senate to his w111

An outright transfer of our country S sovereign r1ghts in the Canal Zone
of Panama to an ally of Fidel Castro's Communist Cuba is in the works.

I'm writing to you today with the assistance of the Counc11 for Inter—‘
American Security, to ask you to help put a stop to this campaign to hoodw1nk
the American peop]e .

And I'11 confess that I'm genuinely p]eased at how fast CIS has managed
to put together this last minute, emergency PANAMA CANAL DEFENSE CAMPAIGN..

More--



~any

Because time is precious, the leaders of CIS went all the way out on a
1imb, risking their every resource to—enable—me-to-write you r1ght away .

Please let me tell you why they have borrowed $10,000 and extended the1r
credit to the breaking point, to the tune of over $306, 000-~ to prov1de this
alert.

But before I say anything else, please, if you haven't]the-time to finish
reading my letter to you, send the two postcards to your two U.S.. Senators.
1 hope you can take the extra time to write them personal letters, because
that would be even more effective. But it's up to you to convince them that
the American people won't tolerate a Panama Canal giveaway. And send a- copy
to your Congressman SO he gets the message too. , '

Earlier this year, the Common Situs picketing bill be1ng pushed by the =
Czars of organized labor was defeated because enough concerned Americans like
you wrote to their Congressmen or sent in postcards simi]ar=to those enclosed.

L » Now this treaty to give away our Panama Canal is a threat to Amer1ca S
a national security-- 1ndeed to our nation's very survival in the future.

Before I give you a few of the significant deta1]s about this treaty, E
let me tell you about the Council for Inter- Amer1can Security (CIS)

First of all, if it weren't for CIS, I probably wouldn't be writing you
today. S o

And for that opportunity, I'm extremely gratefd] History will record _
o . the fact that this was our last, our only chance, to defeat a treaty which
o Titerally promotes national disaster for America. :

CIS began workrng'd1119ent1y one year ago this month (I was there he]ping
them) to be in the position it is today: America's foremost organization
L - working against United States ratification of the g1veaway of the Panama Canal
- Zone. : _ -

_ But Jimmy Carter moved in even more swiftly than we had a]] ant1c1pated
with his treaty proposal. , .

g . It's no exaggeration to say that the Council urgently needs your help on -
; the eve of this historic vote to adequately carry this fight. Your dollars
: will provide the means to reach the maximum number of people. '

For each and every single freedom loving American surrender of the canal.
would be a disaster. We desperately need to assist the Council for Inter-
American Security at this most 1mportant time. The PANAMA CANAL DEFENSE
CAMPAIGN depends on your response in the next ten days-- your help to raise
the necessary $306,000.

I sincere]y believe that your donation, whether you can afford $20, $50, '
$100 or even more, will be a worthwhile investment for your future and that of
your children. d

‘As a matter of fact, if you'll help us defeat this Panama Canal treaty now,
jt could be the principal issue in the 1978 congressional election; where the
people can really express themselves at the polls.

But the issue at stake here is more than those Congressmen who may, -



., . - '. - . PR S — - = —

under pressure from the White House, ignore the1r const1tuents w1shes

The issue is national surv1va] ~ CIS™has carefu]]y documented the facts
‘They point in one direction.

(1) The Canal Zone is the exclusive property of‘the'Undted‘States,'aCcording B
to a treaty signed freely by the State of Panama in 1903. ﬁWeepaid more for that
territory than for all other U.S. property put together ‘ o o

Furthermore, we pa1d for it four times: once to- Panama once to the French, o
once to the neighboring state of Columbia and f1na11y to 1nd1v1dua1 property
owners. .

But we did more than just purohase property We purchased overe1gn r1ghts :
‘to that property.  And that means that no governmen on earth- can interfere with
- our use of American terr1tory _ '

(2) The ruler of Panama, General Omar Torrijos, is a Marx1st His goVern-
ment is .comprised of Marxists. He is allied to Fidel Castro. He is in sympathy
‘with the Soviet Union's goal of forced Communization of our entire "hemisphere.

Torr1Jos is an unstable, unpredictable tyrant who has out]awedja11 politi-
cal parties in Panama except the Communist Party ‘He will not tolerate opposi-
tion. : L

Several weeks ago, an exiled Panamanian Colonel, now -living in Miami,
narrowly missed being blown apart in his car. According to a friend of the
colonel, the bomb was "a message to us about our opposition to the government
and the1r actions." Is Torrijos to be trusted with our Cana]7 o

(3) The Cana] is. not outdated and outmoded as surrender advocates c1a1m
‘In the past 30 months, some 750 U.S. Navy ships used the Cana] on affa1rs :
directly related to our national security. ‘

0n1y a handful of our very largest U.S. sh1ps cannot use the Cana] This
shortcut-passage between the Atlantic and Pacific oceans 11tera1]y doub]es the
strength and effect1veness of our Navy.

And it saves us billions of do]]ars

Furthermore, if the canal were in the hands of General Torr1Jos, a Marx1st
would have almost 1ife-and-death control over the following nations of the =
Western Hemisphere: Nicaragua (77 percent of this nation's trade goes through -
the Canal), Ecuador (50%), Peru (80%) and Chile (80%).

v Finally, the U.S. itself has-a b1g commerc1a] stake: 70% of all Canal Zone
traffic 1s to or from U.S. ports. S : -

(4) Treaty advocates claim the U.S. can't defend the Canal ‘They say the
U.S. must transfer our territory to Torrijos, or risk violence and 1nstab111ty
in the Zone. : :

They quote General Torrijos himself: "We are preparedhto follow the Ho Chi
Minh route if necessary. That means terror, guerrila operat1ons and sabotage
~in a nat1ona1 Tiberation war. , _

v I'm sure your 1nst1nct1ve reaction to that is the same-as mine. Since
when has the United States of America groveled at the feet of any small-time
dictator who threatens us in this manner-- who makes demands, who is trying to
blackmail us? . ‘



post attainable in the U.S. Navy), who wrote Pres1dent Cartee

[T X

The Panama Canal was indeed "defensible" in all prev1ous war s1tuat1ons

- World War II, Korea, Vietnam and the Cuba missitle cr1s1s

But the most telling argument of a11 against this treaty,was far as. I am -
concerned, are the words of four former Chiefs of Naval Opera’ ons‘(the highest .

"Loss of the Panama Canal. wou]d contr1bute to the -
encirclement of the U.S. by hostile nava] forces, -
~and threaten our ability to survive. S

That is the informed opinion of Amer1ca s top m111tary commanders ‘men
who know best the value of the Panama Canal Zone ‘They can speak: free]y,.
because they have all retired. So they aren't go1ng to facé Presidential
pressure. ' S ‘7” '

But the United States Senate is going to face -enormous pressure A11 the o
power of the Presidency. A nationally televised presidential address. ‘Care- -
fully coordinated press conferences receiving front page headhnes Full time =~
lobbyists reminding each Senator that he risks Pres1dent1a1 wrath if he doesn t.
vote for this disastrous treaty. '

In the Senate, George McGovern, Fidel Castro s c]ose fr1end 1s spear- -
heading the liberal and detente crowd s final push c

And to cap it off, the Government of Panama:is paying hundreds of thousands'j
of dollars to "Public Affairs Ana]ysts," a U.S. consultant firm, to run-a - -. g
fancy, Madison Avenue style P.R. campaign for the treaty.3‘ .

My friend, you are the very last hope of America to defend our Panama Cana]

Zone. MWithout your help, the demands of Omar Torr1Jos, ‘Fidel Castro and" the

Soviet Union will be met. Our most strategic possession w111 be lost. :
Please do your part to stop this treaty. to surrender our Panama Cana] Zone K
erte or send the postcards to your two U.S. Senators ) | |

And send your maximum donation to the Council for Inter-Amer1can Secur1ty .

within the next 72 hours. The CIS PANAMA CANAL DEFENSE CAMPAIGN is just as

effective as you will help it to be. We will 1ose our Cana]'without your he]p' '

There isn't time for delay-- please act now, before the Senate is back 1n
session less than three weeks from today. -

S1ncere]y,

Hon. George Hansen -
Member of Congress

P.S. CIS Cha1rman Ronald F. Docksai just told me that to keep the PANAMA CANAL_'

DEFENSE CAMPAIGN going full steam, he must literally have the necessary funds
in hand by the end of this week. Please send your most generous gift r1ght
now. The countdown to surrender has begun Only you can stop 1t
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