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'fHE PRESIDENT'S SCHEDULE· 

Monday - June 12, 1978 

Dr. Zbigniew Brzezinski The Oval Office. 

Mr. Frank Moore ·The Oval Office. 

Senator Warren G. Magnuson. {Mr. Frank Moore). 
The Oval Office. 

Mr. Jodv Powell- The Oval Office. 

Meeting with Secretary Patricia Harris. 
(Mr. Jack Watson) The Oval Office. 

Remarks/Presentation of Certificates to Graduates 
of the Capitol Page School. u'1r. Frank Jl.loore) . 

The Rose Garden. 

Lunch with Vice President Walter F. Mondale. 
The Oval Office. 

Meeting with the Advisory Committee to the 
lOth Special Session of the United Nations 

J 

Devoted to Disarmament. (Dr. Zbigniew Brzezinski). 
The Cabinet Room. 

Trilateral Commission Meeting. (Dr. Zbigniew 
Brzezi~ski) - The State Floor. 
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WASHINGTON 

12 June 1978 
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President's outbox today and is 
forwarded to.you for·appropriate 
handling. 

Rick Hutcheson 

cc: .The Vice President 
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THE WH I'TE HOUSE 

WASH·I NGTON 

Jme 10, 1978 

·-----&· 1;;9NE'IBEN"fmL 

. MEMORANDUM FOR: THE PRFSIDENT 

FRCM:. FRANK .MOORE 

SUBJEcr: Weekly Legislative ·Report 

OOMESTIC POLICY ISSUES . 

·1. · ENEBGY 

-...;.National Energy Act. House and. Senate Conferees on the Natural Gas Pricing .. 
'" Compromise (H.R. 5289} ·net twice this week to consider the few remaining issues 

to the gas pricing ca:rrpromise .which they adopted in May. House Conferees agreed 

···.:·· .. 

. to the package of staff recornnendations by voice vote on, Jme 8., after adding 
one ·amendment (Eckhardt} to· the Transportation ·and Sale Authority pl:OV'isions. The 
House will fo:rmally offer the proposal to the Senate Conferees on June U when 
next they meet. 

2. TAX REFOIM 

-Trea.sucy. reports that the· Ways and Means Comnittee is in· considerable disarray, 
with no, clear majority for any proposal. The Jones compromise has 10-12. Republicans 
and 8-10 Datocrats, but while. this is a majority of the ·Corrmittee, the ChaiJ::man · · 
does not want a bill reported out without· a clear majority of I'lenDcrats •. 

. . . . 

-· As a substitute, the Vanik-Picide eXtension of the 1976 cuts has as many as 16 
votes but is unlikely to. gain :acre without a ,guarantee of a closed. rule. Waggonner 
is now ~rking. on another (as. yet tmdetennined} compromise. Hence, despite two 
De.m:Jcratic cal:l.CUSes this. week, there still is . not a- .consensus and Treasury has 
resisted getting involved except to the extent of reiterating their desire to have 
the President •·s program in the long .run~ 

-At Ab Jlilikva' s request, the Vice President, Secretary Blumerithal; Charlie Schulze 
and Stu are meeting with 5 or 6 libera.li members of the Cormri.ttee on Monday afternoon. 

· •. 
3. .. REOR:;ANIZATION 

Civil Service Refo:rm and Reorganization 
--Democrats on the House Post Office and Civil Service Oornrnittee have completed several 
days of closed caucus meetings .. With the exception of labor relations (Title VII), 
we came ·out in pretty good shape. On three issues that are of great concern 1) reduction­
.in-rank as a basis for appeal· (our proposal eliminates this from current practice), 
2) pretennination hearings in adverse action cases (we are strongly opposed to this, 
but the comni ttee had reported ·a· bill earlier this Congress provi9ing for such hearings) , 
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f, 3) veterans preference - the caucus agreed to stick with the Ac1rninistration's 
positions. Members will now be forced to offer amendments on these issues at mark-up 
to change our proposal. 

--In the area of labor-management relations, Udall and Nix were unabil..e to move the 
caucus toward our .position in any substantial degree, IilUCh to the disappointment 
of "m::xlerates" like· Spellman, Harris and Heftel (Ford, Clay'· and Solarz have pushed 
the nnion position vigorously). esc Chairman Scotty campbell is scheduled to meet 

· with Udall and Ford on· Tuesday to discuss the issue. Udall and our task force 
continue. to believe that we can clean up most of the problems .on labor relations 
questions ·in .full .comni ttee or on the floor. 

--The staff of PO&CS has been instructed to prepare a 11 Cornrnittee print" I which 
should be ready by mid-week; members of our task force are working with the comni ttee · 
staff in preparing that print. We expect mark-up to begin on Tuesday (Jnne; 20) or 
Wednesday (June 21). · 

--The Senate Governmental. Affairs Corrmittee has gotten. off to a slow start marking 
up the legislation; the biggest problem has been attendance. However, they have 
made progress• on several issues. On 'JYbnday, the conmittee will begin work on 
veterans preference and· labor management relations .. 

-we are continuing to have problems on the "whistle blower" issu:e and other points 
as well, but staff fran DPS and esc are working virtually :!SuJ:l-tirne wi:th ccmnittee 
and individual Senator • s staffs in an effort to resolve disagreements. The corrmi ttee 
plans to report out a bill by the end of the week and we have reason to believe 
that-in toto-it will not be radically .different from our proposal. 

-The Reorganization plan had a one day hearing last Tuesday and it went very well. 
Chainnan BrOOks, Rosentl:lal, Fuqua, Horton and Corcoran attended; Levitas, though 
not on that ~ttee, attended and was. very supportive of our proposal. The 
next hearing is set for Tuesday, June 13, ·with AFL~IO and other enployee organiza-
tions se.t to ,testify. . 

Department of···Education .. 
-The Senate is anticipating marking up S. 991 between June 19,-26. It was originally . 
anticipated. that s. 99ill would follow Civil Service in mark-up, but Senator Ribicoff 
is.·now. considering. finishing l!abby refOilil' before·· considering the Department of 
Education bill. 

-A first draft of the Administration• s b±Jll has been completed a:nd will be circulated 
to the agencies for conment next week. Negotiations are continuing with Jack Brooks 
on the t.iming for sUbmission of :the. bill and his possible· sponsorship (Brooks .has 
major political problems with• a bill. that. contains the Head Start transfer). 

4,. HOSPI'I'AL COST CONTAINMENT 

--A motion to recommit (klll) the Rogers' .bill· to SUbcorimittee was. defeated or1 
Wednesday in the full ·Corrmerce Corrrnittee by a vote of 24,.....16. 

·--The next key vote in the Commerce Comni ttee is. expected to be on the .Santini 
substitute which 'WO'l:lJ:d gut the Rogers bilL The Santini substitute would continue 



,. 

-3-

the program of voltintary hospital cost containment.....:-a program developed by the 
hospital industry itself--and establish a commission to monitor progress and recommend 
legislation if the voluntary cost control goals were not met. 

:--The vote on the Santini amendment is expected to be close, but we should win. 
However, we still lack the votes to pass the bill. 

---HEW" staff continues to work with the Senate Finance Committee staff, . but no 
·significant action will occur until the House resolves the issue. Presently, We 
are guardedly optimistic that ·the Senate bill will be compatible with our goals. 

5. WELFARE REFO~L 

--At a meeting on Wednesday of this week, there was an agreement. to try to put . 
together a compromise welfar.e. reform bill. Attending, the meeting were 1U Ullman, 
Carl Perkins, Jim Corman., Gus Hawkins., Charles Rangel, Joe Califano, Bay r-1arshall,. 
Mike bukakis, Stu Eizenstat and several Congressional staff people. 

--The. agreement was to draft. a bill based on specifications developed by the. New 
Coalition for an incremental welfare reform bi.l!l making· improvements in the existing. 
system. and calling ·for inp)rtant reforms:. The staffs of HEW, Labor, other agencies 1 
Ullman, Corman, Rangel and the New Coalition are working now to &::aft the bill 
within the riext week or ten days. If all goes well, Ullman, Corman and Rangel will 
introduc~ the bill which would be referred in ways and Means to the Connah Public 
Assistance_ SUbconunittee and in Education and Labor to the Hawkins Subconrnittee .. 
Corman believes he can move a consensus bill out of his Subcomnittee within a couple 
of days.. If all of this happens, then a welfare. reform bill might be taken up in 
Ways and Means and noved through fairly: quickly~ 

• -While this is a good sign, we do not feel optimistic as to Conmittee or HoUse 
action yet. 

6. . AIRLINE .. REGUlATORY REFORM/NOISE: · 

-It still remains unclear as to when the Public Works CC:mnittee will ask for a 
rule on the Regulatory Reform bill. s±nce it appears that the Conmittee is.waiting 
to see how quickly Senator Cannon acts: on noise legisJ!.ation,. ror· plans, to hold the 
fly-over daronstration. Cannon requested, on June 17. The depa.rtment has receive:i 
indications from Cannon that he will ro'Ve as quickly as· possible after the fly-over 
and hoPes to gO to mark-up by the end of the. ronth. · 

-...iMeanwlrile,. ror, OMB, and Ibmestic Policy Staff are attempting, to· draft an acceptable 
compromise on Titles' I and II of the noise bill, which we . will put forward should it 
become necessary to break a deadlock. 

7. SUBFACE TBANSJ?ORrATIQN: 

--The Ways and Means Comnittee has still not set a definite date for con!:)ideration of 
Title V, the Financing provision of the Surface Transportation bill. Since Congressman 
Gibbons is still hospitalized' (with appendicitis) it does not appear that the 
Comnittee will take the bill up on. the 12th as we had expected. r.-;e are continuir..g ')ur 
visits with Corrmittee 2·1ernbers and anticipate that G.ibl:x:;ms and Con.~l.Jle '.vill i1old a. 
JOint press conference sometir..e ne.'<t Heek to annolince their amenG.:1e.r:t. which would 
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control the expenditures .from the Highway Trust F1..m.d. This is the best chance 
we .have to beat the Highway Bill. 

8 ... HOUSING AND CO~liJNITY · DEVELOPHENT 

--The HLTI Authorization bill is being held by the leadership for Floor action 
whenever it can be fit in the schedu1e. 

-HUD continues to be concerned about a probable .Garry Brown amendment providing for 
a one-House veto of HUD regulations.. Secretary Harris has suggested that ·you send 
a lett-er to Speaker 0 1 Neill. DPS is working on a message to COngress on the one­
House veto in general and is ·hopeful of sending it up before HUD Authorization comes 
to the Floor. 

9. NEW YORK CITY FINANCING 

--By a vote of 247-.155, the House Thursday approved legislation providing up to 
$2 Billion in .fecleral loan guarantees for New York City. Two hundred three Dem::>crats 
and. 44. Republicans supported the bill While 59 Dem:Jcrats and 96 Republicans opposed 
it. 

--In the Senate Banking Committee, the sentiment seems to have noved a little toward· 
seasonal financing. On the Republican side, Treasury reports we have a chance to 
get Brooke, Heinz and Schmitt; on the IDerrocratic side, we have a chance with Stevenson 
and Mcintyre. If we pick up three of these with Sparkman, Williams, Cranston, Riegle 
and Sarbanes, we will have the necessary eight in the committee for long-term 
guarantees. 

-Mark up is tentatively scheduled for the week of June 19. 

--Treasury has asked WH cr. to stay out until needed; however, we will be staying .in 
close touch with Senator M:lynihan to i.nsure that he lmows of our -strong interest. 

-· . 

·10. LABoR LAW REFoR·f 

·-There were two·,cloturevotes this week--the first on Wednesday_ when we 'got 42 to 
the oppositiorls 47 and the •second 49,..41 on Thursday. There were the following 
switches in our favor on the. second vote:. Fo:rd, Huddleston, and MCintyre. Absent· 
on the first vote but with us on the second Were Abourezk, Case, Gravel, Paul 
Hatfield and Muskie; voting with U.s on the first vote but absent on the second were 
Mark Hatfield and Biden·~ Absent on both votes were the following who will definitely 
be with us on subsequent votes: Brooke; Humphrey and Magnuson. There are thus 54 
comnitted votes as of this date. · · 

Three additional cloture votes will be held on Tliesday 1 Wednesday 1 and Thursday 
if necessary next week. We e.xpect cloture to be invoked on the fourth ballot 
(Wednesday). WH CL has asked the Interior Department to confine its lo.bbyin0 nn 
Alaska D-2 to the Corrmittee until after we get cloture on labor Reforn.-. 

-Following Thursday 1 s second cloture vote, we· prevailed by 51-:3 7 on a rrotion by 
Senator Byrd to table the . notion to. reconrni t previously file:1 by Senator Ba~er. 
Then Senator Byrd offered several modifications in the following areas: equal 
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access, election timetables, the make whole remerly, debannent and small business,. 
These pro};X)sals had been \:li'lder consideration for some time and are designed to, 
rrOdify certain. of the nore controversial provisions of the bill, without substantially 
weakening the. bill's basic thrust. 

11. ALASKA 02 lANDS 

--The Senate Energy and Natural Resources Committee has completed hearings on the 
legislation. Mark-up is scheduled for June 20. Chairman Jackson is conmitted to 

· re};X)rting the bill before the July 4.th recess. The Stevens/Gravel filibuster threat 
· still remains our largest problem--manifesting itself in Majority Leader Byrd,'s 

avowed refusal to bring the bill. to the Floor while it . faces opJ;XJsition from both 
Alaska Senators. ·· · 

12.. URBAN POLICY 

.,--Thirteen of the fourteen legislative pro};X)sals 'have been sent to the Hill. Anne 
Wexler, ·CL, DPS, Treasury, Cortmerce and HUD are 'WOrking together on Hill consulta-
tions and the. briefing of outside interest· groups... · 
. ·., . ' . .· . ' . . .·. . 

· --The National . Developnent Bank legislation will be sent up this week or next ... 
DPS, Treasury and WeXler are . .seeking agreement with representatives> of local govern.,­
ment over the eligibility fo:rrnula. (an abno:r:mality in the fonnula made sane 
inappropriate suburbs eligible) . 

-Much attention this week will· be focused on Supplemental Fiscal Assistance. The · 
Administration bill authorizes $1 Billion a year in FY 79 and FY 80 in direct fiscal 
assistance to local governm:mts in areas with high unanployment or disproJ;XJrtionately · 

· slow growth. Hearings were held early in, May by the Goverilment Operations Subcanmittee 
an Iritergovernmental Relations (Fountain). One nore day of hearings before. markup 
is. };X)Ssible. Brooks and Fountain oppose. Cornnerce and HUD are to assist. Treasury 
in_ this effort.-·. 

13. CLINCH ·.RIVER BREEDER· REACroR 

-The Senate Energy Contni ttee reached! a decision on the Clinch River Breeder Reactor 
during its markup session of the DOE Authorization on June 8. 

-The Cbmnittee agreed to a Melcher Amendment which is a .nodi.fied ·version· of a 
Omrch Amendment' that had been rejected by the Comnittee during the markup session) 
on the previol:lS day. 

--The Melcher Amendment has two parts. Part A was agreed to by a vote of 13-6, . and· 
Part B was agreed to by a vote of 10:...8 . 

· Part A: The Secretary ·'WOuld decide whether to proceed with the CRBR. He would 
have $159 million, as per the House bill" to do so; if he decides to tenninate the 
proj.ect,. he 'WOuld have. the $13 . 4 million which the Administration requested for 
tennination, plus $55 million for new conceptual design work. This $55 million 
is comprised of $15 million -- which. the Jldministration had requested for technology 
integration, for conceptual design work--and $40 million rrore than the Administration 
request. This $40 million comes out of the $159 million which ~M:Juld have beeri used to 
continue the CRBR, leaving. an tinused balance of $119 million in the Corrmittee' s 



CRBR budget for FY 79. 

Part B: Assuming the CRBR project is tenninated, the Secretary would authorize 
the devel!.opment of a new conceptuai design by March 31, 1981. · Such a new design ·is. 
to be a proliferation resistant fuel cycle, such as u:ranitmt thorium or the civex 
process, and could also involve· alternatives other ·than the liquid fast metal 
breeder, such as· the gas-cooled breeder. The Corrmittee also authorizes the 
reprogramming of the. unused portion of the $159 million which. would .have gone. to. 
continuing the CRBR, that is the aforementioned $119 million. These funds would 
be. for a strong breeder . technology base program. · · 

The COrrmi ttee has scheduled a further markup session for June 12. · 

--On the House side, Congressman Teague is i:J.ow helping us, . which should put us 
over the top .. 

APPROPRIATIONS BILlS 

1. LABOR/HEW ·-- '· 

-Last week, despite efforts by WhiteHouse CL, G181 HEW, and DPS, we were unsuccessful 
in putting together a package amendment to cut the controllables in HEW's portion of 
.the bill. However, in a fit of post-Proposition 13 enthusiasm, the House voted: 
290~87 to cut $1 Billion from HEW for "fraud, abuse and waste. 11 

· 

--When consideration. of the bill resumes on Tuesday, the House will take up tWo 
anti-civil rights· riders (one· on affinnative action and the other on the elementary 
and. secondary schools civil rights survey), and. a leadership. amendment to continue 
present restrictions on abortion (instead of the nru.ch :trore stringent language· 
contained i:n the Comnittee b.il!l).. · 

. --on~ the Senate side, the Iabor...,HEW Sul:x:x:mni.ttee will resmne its mark-.up on Wednesday, 
June 14. am .. reports that Senator ·Magnuson has been showing an unusual degree of/ · 

·fiscal. restraint this year, ·both in his speeches and in his initial action on the bill. 
Nev~less, the Senate subconmittee traditionally boosts funding above the levels 
recarrmended by the House, so HEW IlUlSt m::>nitor pre-subcanmittee action carefully to· 
try to. defeat proposed spending add-ons·. · 

-You are meeting with Senator ~Magnuson on Mbrufu.y to try to get his help in cutting 
add..:oo:hs· to .the ·ccmtrollable items. · · 

2.. · TRANSPORI'ATION. 

-...,Qn Friday, the House failed to corrplete action on the Tl::-ansportation Appropriations 
bill, so it will come up again next week. 

3. PUBLIC WORKS 

-=-We are working with OMB, Interior, the Corps .of Erigineers and DPS on a strategy 
for: t11e Public Works Appropriations bill., The strategy will J:x:: outlined in the 
b:r:iefing . paper for your meeting with House Members on Monday. 

·. 4. AGRICULWRE 
t 

--The House Appropriations ComQittee has scheduled a full committee for next Tuesday 
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on the Agriculture Appropriations bill. As we have reported earlier, this bill 
contains discretionary program increases exceeding $400 million and includes 
language on personnel which would seriously constrain Secretary. Bergland.' s management 
flexibility. We oppose this bill.· in its present . fonn. We are not aware. of any 

9 1; specific· strategy USDA will employ to reduce. add-ons or eliminate the language. r/tl"fP. We 5Uggest that you urge Secretary Bergland to become personally involved. .· 

Jo
~OI)I~p. 1

s, STATE/JUSTICE/c:cM1EIU: .• . . 

( I' . MB expects the following amendments during House floor action· next M::>nday: 
-A .Beard amendment to prohibit the use of funds for normalizing relations of 

CUba. 
-An Eilberg. amendment to increase funds for .IW (his amendment would add nearly "'! 
1,000 pes1tions above our bUdget request). · 
~A Conyers amendment. to cut prison construction funds· by $20 million. 
-A Jeffords amendment to add $460 thousand for unrequested solar energy market 
surveys .. 

-A levi tas amendment to prevent provision of appropriations for the. FTC until 
the agency's authorization bill is' passed... . 

-A RisenhOover amendment to· redUce FTC funding by 1/3. 

6. . HUD-INDEPENDENT AGENCIES 

--We expect the · following floor amendments to ·this bill next week: 
-A Brown amendment to .increase EPA R&D by $20, million (to a level above 
the budget) . 

-A Beard amendment to increase fUnding for the Selective Service System above 
t:he budget •. 

-No floor amendments are currently expected to add more noney for veterans' 
programs·. 

--The sUbconmittee has asked the Administration· to support their $300 million~ ctit 
to EPA construction. grants which they justify in te:rms of ·attracting EPA's attention 
to proceed cautiously on expensive projectS utilizing new technOlogies. 

7. ·IDEFENSE 

-The Subcommittee on Defense continues marking up. The Research and Developnent 
markup is.· now canpleted. It is scheduled to take ·up the nuclear carrier and: nuclear 

.. cruiser items on M:>nday, and finish on Tuesday. OOD estimates that funds for the 
nuclear carrier will be approved, but not the funds. for the nuclear cruiser. At 
present it .appears that the Fu]l Appropriations. Committee will mark~up after the . 
July 4 recess. 

8. MILITARY CONSTRUCITON, 

--The SUbcorrmi ttee on r-ttlitary Construction, Sehate Appropria·tions Conmi ttee 
corrpleted mark-up of the FY 79 MIICON ·Appropriations Bill on June 7. Full .cornnittee. 
rrark-up is not e.'q)ected until late June. The net result of the Subcanmittee · 
rrark-up was to reduce the requested Budget Authority of $4.25 Billion by $315 million 
(an approximate 7. 5% rech:1ction) . The cuts generally fellow those the A.r.meci Services 
corrmittee made on NATO construction projects . 

. • 
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--On the House side the Full House Appropriations Committee completed its mark-up 
of the FY 79 MII.CON Appropriations Bill and· filed their Report on June 1. The 
net result was tO reduce the requested Budget Authority of $4.25 Billion by 
$408 million (an approximate 9% reduction overall). 

-While reductions for Europe are not as· severe dollar-wise as ·those by the Senate 
Armed Services Committee, they affect the same urgently required projects. 

9,. FOREIGN ASSISTANCE 

--The foreign assistance appropria~i6n, already cut by a billion dollars in the 
House Appropriations Committee, is in very serious trouble in the House. The 
success o:f Proposition 13, our continuing efforts to hold the line on appropriations 
for domestic programs and election,...year jitters are creating an .extremely unfavorable 
cl.ima.te. We now expect Ibc long tO rrove to strike $0.6 Billion from the IDA and 
the Inter-American Bank, and Miller has announced plans to offer an 8% across-the'­
board cut. In addition, we can expect efforts to attach new constraints of various 
kinds, including prohibitions on indirect assistance to Vietnam and other target 
oountries. · . '"'":t~ .. · 

-On J)lbnday Vice President Mondaie, Secretary Vance, _Secretary .. Blumenthal and 
Governor Gilligan will addr.ess the Fres.l:'nnen and Sophonore caucuses. . If that session 
is successful, we may not only stop the erosion of support, but show the leadership 
that we. intend to fight all out for this bill. 

-There will still be opportunities to restore some funds and lift restrictions in.· 
the Senate. At this point, however, it is reasonable to anticipate that the FY 79 
foreign assistance appropriation will. not exceed ·this year's by · :rcore than the rate . · · 
of inflation. 

·10. INTERIOR 

-This .bill. was originally scheduled for Floor action in the House this coming week, 
··but it has been .taken off the calendar. We have serious problems with•- the bill. We 

have asked Interior to provide. us with a detailed strategy, including assignments, by. 
the close-of-business Wednesday. · · 

11. SMALL. BUS:mESS. AIMINISTRAT!ION 

-This bill is scheduled for cons:i9-eration ori the House Floor on Monday as part 
of State,. Justice, Conmerce and the Judiciary. The Ccmnittee reported-budget 
authority of $1,090.8 Billion--this is $263.4 Billion (32%) over the Administra,... 
tion's budget of $827.4 Billion. 

--o~1B, · CL and Arme Wexler met with AdministratOr Weaver on Thursday.. ·He will be 
aske:l to develop a strategy to bring this in line on .the Senate side . 

. FOREIGN POLICY AND DEFENSE ISSUES 

L TurkiSh Arms Embargo 

--nur ac;tivities ne.xt week will center on efforts to contact the approximately 
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100...:.150 Congressmen who are not fii:mly ccmmitted on this issue. AmbassadOr Ron · 
Spiers will be meeting with sane t'M:> dozen. of these Congressmen on J).1Dnday and Tuesday, 
and we hope to invite fifty rrore to the White House for a briefing session. On 
the Senate side, we will seek to fix a leadership team next week and prepare for 
Senate Armed Services Committee hearings which Senator stenru.s has promised . to 
convene. General Haig will. be returning to Washington late next week to begin a 
schedule of briefings on the Turkish embargo issue. 

--Following- the meeting on Thursday rrorning, Secretary Brown talked briefly with 
John Stennis about· the upcaning Anned Services hearings on the 'l'urkey embargo. It 
looks like the hearing could be the 19th or 20th of June. In this connection; he· 
issued a statement on Thursday supporting lifting the embargo and. announced the· 

·hearing .• Witnesses will be Secretary Brown, Secretary Vance., and General Haig .. 
M:)re and more we are finding tha·t objections ·to lifting the embargo are not 
predicted on substantive reasons, but rather result from pressure from Greek 
constituencies. · · 

Ecevit's Activities in the United States-Turkish Prime· Miirister ECevit came back 
to Washington on Monday, met briefly with Harold Brown and Mike Blumenthal, and then 
appeared at an info:rmal reception sponsored by the Senate Foreign Relations Conmittee. 
Those atteriding included Senators Sparkman, Javits, Percy; Sarbanes, Stone, Kennedy., 
Jackson, Chafee, Danforth, Matsunaga; Schweiker, Metzenooum, Beil:llnan and Zorinsky. 
Ecevi t seemed tired and was less effective than he had been in previous public· 
appearances., . but once again· he stressed his. country's readiness to be flexible on 
Cyprus and its desire to stay in NATO and work closely with the United States. 

~Y night in .New York, Ecevit met for 2 !.:l hours wit.h·John Bradanas, Paul 
Sarbanes and Ben Rosenthal. The. meeting. changed no minds and was clearly not an 
easy session for Ecevi t who was pressed hard by the three legislators for some: 
highly visible, pre-negotiating concession on Cyprus~ • 

. ,,. waldhelin' s efforts to organize an infb:rmal meeting in .New York between Ecevit,. 
Kyprianou, Denktash and possibly Cararnanlis , .. broke down because of· Kyprianou' s 
preoccupatio:a with seeing Ecevit···a1one and the reluctance of Caramanlis to get · 
actively involved with Cyprus questiOn at this time. . Kyprianou will be in Washington 
later this week to talk to the Senate Foreig:a Relations Comni ttee and the House 
International Relations Conmittee. Ecevit leaves fbr Turkey tonight; Caramanlis 
leaves for Greece on Tuesday. While Denktash will: be around for another week' or· so, . 
we doubt that we can get any type of Cyprus talks going before the enbargo question 
is resolved by the pmgress. · · 

. . .. . 

General Haig Before House Anned Services NA'ID SubccEmittee-General Haig, iR response 
to a request by Chai:rman Daniel, began his testirrony before the NATO Subcornm±ttee 
with his estimate of the strategic importance of Turkey and the nece5sity of 
restoring Turkish ·military readiness to. NATO. Haig' s comments formed a. very strong 
public record on this subject. ·· 

--In response to a question, General Haig. speculated arout the Turkish reaction if 
the embargo were not lifted. · In addition to predicting the expulsion of the USO 
presence, substantial Turkish withdrawal from NATO and tennination of US intelligence 
activity in Turkey, he stated that Turkey could well move toward neutralism and 
implied that Turk±sh movement toward the Warsaw Pact could not be excluded. 

' . 

.. . , 
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2. SALT II 

-Secretary Brown testified Thursday before Senator Mcintyre's Subccmni ttee on 
the i.Irplications of a· SALT II Agreement on Military R&D. In general, the hearing 
went wel.i. Senator· GaJ::n vigorously pursued a point of view ·to the effect tha·t the 
Administration's Defense programs are grossly inadequate and have allowed the 
Soviets to move ahead of u5. Secretary Brown set the record straight; .however, we 
should note that tlris is. an increasingly recurring, theme and w= can expect to hear 
nore of it as November approaches. 

3. Palestinian and Vietnamese Refugee Hearings 

-Assistant Secretary Maynes (and . Deputy Assistant ·Secretary Carlin) on Jtme 7 
separately testified before Chairman Long and a few members of the. Foreign Operations 
Subcommittee of the House Appropriations Committee on the Administration's supplerrental 
requests for our Palestinian and! Vietnamese refugee programs. 

-Both Chairman Long and ranking. Republican Manber Young raised a m.nnber of. critical 
questions. with regard to the supplenental appropriation reqt1est for the UNRWA 
program. Long, in particuiar, stressed his view that the Arab \\Orld· was not.doing 
enough to .take· care of its own Palestinian refugee problem and indicated that he . 
did not believe the Committee could deal with· the Administration's request until 
the Adrninl:stration responded to a number of detailed questions regarding the conposi-
tion and economic situation of the Palestinian refugees. Maynes strenuously argued .. : 
that a failure to approve the Administration's supplemental request for $9. 5 "m±llion 
\\Ould introduce a particularly negative response from the Arab world at this sensitive 
nonent, \\Ould mean significantly reducing many of UNRWA' s secondary school programs, 
.and provide the PID the opportunity to·. assume a greater leadership role .in refugee 
camps. 

-With regard to the request for an additional $17 million to rep~enish our Viet­
nanese refugeeprogram, both Long and Young ·seemed far less· hostile to the program 
than previously and were iriterested mainly on how many refugees might Ultimately 
enter the US, how much it \\Ould cost to maintain the refugees once in· the United· 
States, and: whether the United States Goveinment took the appropriate procedures 
for insuring that spies were not penni tted to· enter the country. .· Reassured on all 
issues, Long tenninated the. hearing after 30 minutes of questioning. 

4. Anti -Teriorism bill 
. , . •L, , , , 

-The Senate Foreign Relations Ctmnittee held a hearing on the Ribicoff anti-terrorism 
.bill Thursday. It was a sparsely a.ttended~ perfunctory session with. very little. 
cross examination of the Administration's witnesses. State, Justice,; Comnerce, and 
Transportation were represented. The Administration .offered suppor.t for the 
legislation contingent upon changes in the sanctions section--making them discretionary­
and eliminating the concurrent resolution veto which could be applied if the President 
renoved a country fran .. the list of those determined to be supporting international 
terrorism. · · 

--Very few .Senators have focused. on this legislation; it seems to be pr.imarily a 
'i st;:aff operation, except for Rib.tcoff' s personal interest in having a bilL In 
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the face of the Administration • s recornnended changes, the markup originally 
scheduled for Tuesday of . next week was postponed until June 20. Meanwhile, the 
staffers rrost intimately involved in the drafting ·.(aides· of Ribicoff and Javits) 
were scurrying to ·see where they stood on the camtittee. We are \NOrking the · 
comnittee as well, making it c:l.ear. that Administration support is contingent upon 
the reconrnended rrodifications. There is some concern among . other staffers on the 
SFRC that the legislation would inadvertently require the United States to list 
countries with· which we are engaged in broader pursuits, i.e. , . the front line 
states of Africa and the Soviet Union. S.tate feels that this concern can be 
parlayed into an acceptance by the ·Comn:i:tteeof our recomnended .changes. 

·. 5 ·• International F.lnancial Institutions: 

,....;;.Treasury claims tO have found increasing signs.of disaffection among House liberals 
toward the Foreign Aid Bill because of the Administration's opposition to the House 

~ n _L Ap. p.ropriations Committee's decision ~add $8~0 million ~.the l..aJ?or/EIE.W bill and 
· fi/AAT · our support for the House Armed Serv1ces Comnittee • s decJ.slion to mcrease our 

original spenamg, request for defense. 
J,. ~1 ...__. -----·--· --------~ · --Rep. Dave Obey has decided against any further work for the Foreign Aid bill 

· (and has pulled his staff off the bill) ; and Pat Schroeder and Ron DeJ:lums are 
toyirut with the ·idea of supporting cuts in foreign aid because of the switch on· 
defense. · 

-Meanwhiilie, Treasury is preparing materials for the House floor debate, now 
scheduled for the week of June 19. Attacks on the IF Is are ·Starting to surface, _ 
ranging from criticism of a recent $14 million IDA loan to Tanzania, allegedly for 

.· the production of tobacco which will be exported to European markets, to a Clarence 
Miller proposal to .inq;x:>se an 8% across-the-board cut or a $5. 84 :million reduction 
in the aid bill. 

o::' 6. Witteveen Facility 

"7' 
.-

'.-The human rights issue and the budgetary treatment dispute still loom as the key 
factors which- will delay ·prompt passage of the Witteveen bill, the. Iabor,...Law 
Refonn filibuster not withstanding. 

-on human rights·, the- staffs of our floor managers,.--.Q}urch, Javits,,. and Stevenson­
are not in agreanent on either tactics or substance. Treasury will call a meeting 
of the parties this week to discuss this problem. 

--The .. budget issue has reached the point where only_ Stevenson seems interested. in 
holding on to the exchange of assets wsition as a ~possible barg~illlng chip. All_ 
other key -Senate figures -seem ready to proceed with the. al;ternative of appropriating 
the full U.S. contribution. Until and unless we tell Stevenson to say "uncle'', the 
guess at Treasury is that he will hang in there with our original position. 

7. FY 79 OOD Authorization 

--If the Senate goes to a "~two track" system during the Labor Law Refo:rrr. filibuster, 
it. is rossible the bill could be -considered this rronth. However, it is more 
likely to come up after the July Fourth recess. 

\ 
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MISCELlANEOUS 

-..,.Rep .. Phil Burton· has been feeling out among his supporters the idea of attempting 
to get .a rule changed by the Democratic caucU.s to make the Majprity Whip's job an 
elective position. If he were to succeed in this ploy, he TNC>uld then run against 
Rep. Brademas for the Whip's position rather than for the Majority leader's position. 
At the rtornent, this is purely in the sp€culation stage with the Burton forces. 
{Historical note-Burton lost a rrove to do this ±n caucus in 1973 by only 2 votes). 

The Deirocrats plan to caucus in early. December in preparation for the 96th 
·Congress. {this· ·is-at this ,point-very confidential) 

--We believe that the House· leadership's activity last week on the labor/HEW bill, 
was designed'""'at least in part-to give us a message, to wit: "]X)n't try to go . 
against the Leadership when they are actively opposing .an Administration position." 

-The fall~ut on Capitol Hill from the 2:1 victory of Proposition 13 in california 
will be considerable, as was seen in debates subsequent to Tuesday's election, 
OUr task is to figure out the best way to capitalize .on it. 

··-Rep. Bill Alexander, in cOnversations with White House Congressional Liaison, has 
indicated that the damage experienced by the Administration on the Labor/HEW 
Appropriations strategy happened because there was no cJ!ear Administration strategy 
starting at the subcomnittee level. Alexander seems to think that if we had started 
early enough, we might have been able to avoid a break with the readership. ·We 
will- explore this further with Alexander in a later meeting. Craig Baupe, jim 
·Wright's chief aide, feels that it is just. a tanporary set back. . We. are hearing an 

.·• equal-· numl::>er of both camnents. · 

-· ERA extension. Ibn Edwards plans · a .JUdiciar~{ Ccimri. ttee vote· as soon. as extension· 
proponents have the votes. They do not want to give anti-ERA forces time to gear 
up. Edwards, Holtzman, Martha Keys and Mary Rose oakar have asked that you meet· 
with the Judiciary Comnittee to develop support. Edwards .is "WOrking very hard on 
·this. He continues to·be very supportive of the Adm:i..n.iistration, both in Washington 
and at home. Suggest a phone call to him this week. 

-GUn Regulations. Treasury reports that, in addition to the political difficulties· 
that these regulations have caused. us with opponents of gun. contrail., the last few · 
weeks have also strained relations with our· supporters~ ·There is considerable . 
suspicion that 'the, Department'S pOSition on the regulations and On gun COntrol iS- SOft. ,

1 

Treasury reports that late· in the week they assured Senator Kennedy of ~Vhite House. 
support for the regulations. Kennedy had raised questions earlier in the .week 
about the degree of Jldministration support. 

. . . 

-The ·nomination of Henry Geller to be Assistant Secretary of Corrmerce for Tel~: 
carrmunications and Info:r:mition is still being held hostage by Senators Hollings and, 
G:>J:dwater. They want 1) Barry Jagoda to appear before the Cornnunications Subcormnittee 
to explain his actions with respect to the drafting of public broadcasting legislation 
and the selection -of l::oard members·· for the ~Corporation for Public Broadcasting, and 
2) White House delivery of internal Administration documents on these subjects. 

· Jerry Rafshoon and Dan Tate will havE: lunch with the Senators on r·1ortday to urge that 
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they relent; the prospects are only 50-50 because the Senators are enjoying the 
publicity. The corporate media is supporting their efforts. 

-. Senator Sasser, according. to his staff, has been· rroderately pleased with HtJD since 
the Tennessee trip. However, the problems ±nvolvling the· replacement for the Area· 
(State) HUD Director and the Knoxville UDAG grant have not been resolved· so Sasser 
is still reserving judgment on both HUD and us. 

--Senator JackSon· .. is upset because of the im:n.inent EPA announcement that. Coalstrips 
3 and 4 (huge coai--burning power plants' in Montana) will be denied licenses. The · 
power. would ·be used in· washington State. Jackson says this is a setback for the 
Coal Conversion bill and, at one :p:Jint, threatened to withdraw his support for 
the bill .. r:oug Costle is trying to rrollify Jackson but plans to proceed with the 

. announcement next· week. · · ·· · , · · 

~Jif~Senator. Paul Ha~ield is. tmd.erstan~ably disappo-0ted .by his primary. loss tO Max ·. 
1.. Ba.ucus and, accordmg to his staff, J.s at least I111.ldly disturbed that he got no 
. , G rrore support from the White House af~er. he walked the plank for us on Panama, ; . . w· the B-1 I and the anus sales. Some IIUSSl.Onary work, by us' and perhaps even a Vl.Sl. t 
~ . with yol:l are in order. We will. need his vote for the rest of his tenn. Also, . · 

11'~ other Senators will be watching how we. treat him. · .· 

~/t'/·A . . f b'part' S te. . di. t bed that th F' t Lad . t· / -- group . o l. J.san ena · Wl.ves are s. ur · · e J.rs. · y liS no • 
/,/. meeting personally with them to discuss Soviet Jewry on June 13. The wives are, 
1./'- putting on the heat at horne and, as a result, we have received a couple of calls 
;o· from Senators themselves (notably Jackson) urging a "canprornise": that the First 

Lady meet with representatives of the wives group ~Mrs. Jackson, Mrs. Williams,· o,"'r and ~- ~publican wives). on th7 13:tt: wi:Uch is significant as the anniversary of 
~ the liilprJ.sornnent of· certal.Il SovJ:et diss::tdents.. · . 

-Secretary Kreps Meeting with the Hispanic caucus. At the request of the President, 
Secretary Kreps mt with Members of the Congressional Hispanic .caucus. . The meeting 
was positive and rrost of the Members' concerns crelated to the 1980 Decermial 
Census and. measures being taken· to .minimize. the undercount of persons of Hispanic 
origin. .The Secretary welcomed their iriput in the planning process for the 198.0 
census and asked . the Bureau of the Census to make· every effort possible. to -address 
their· concerns. · 

--<lri.ld Labor Regulations. We are receiving intense pressure from the Northwest­
Congressional delegation and Governors--to publish our final regulations • before the 
berry· season is. over. · The biggest obstacle is the. lack. of positive data from. 
EPA on pesticide tolerance levels. As a result of the failure the Congress will 
in the Appropriations process .nullify the. EPA ·input requirement. 

·, 
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FlOOR ACTIVITIES, WEEK OF JUNE 12 

Monday. -- 3 stispensions: 

1) H.Car:l.Res. 612, To Condemn Human Rights Violations by Uganda. 

2) HR 12441, Toxic Substances Control Act. 

3) HR 10255 Comprehensive Fish and Wildlife Management. 

-- HR 12933, Transportation Appropriations 

- HR 129 34, State/Justice/Carrmerce Appropriations~, (We · support the bill; 
but are concerned about sorre of the increases in the SBl-\ area. 

Tuesday - 3 suspensions: 

HR 11886, Veterans Disability & ·Survivor Benefits Act •. 

HR 11888, Increased Compensation for Disabled-Veterans. 

HR 101'73, Veterans and Survivor Pension Improvement Act. 

- HR 12929, labor/HEW Appropriations. 

Wednesday 

-- HR 12935, Legislative Branch Appropriations. (We. would not object to 
the bill.). · 

- HR 12928, · Pl:lblic V«:>rks Appropriations. (We db not support the bill 
unless it is -anended to remove many of the discretiona.cy increases . 
including . funding for the eight water projects deleted last year. ) 

. ·- ... .)...: 

- At 11: 30 AM on Wednesday, the House will recess for 1 1/2 hours 
for Flag Day cerenaries. . . \ 

Thursday __ 

' -- HR 12936, HOD/Independent Agencies Appropriations. 

- HR-12505,· Solar Power Research &· Developnent •. 
-.1\ 

-- HR 12927, Military Construction Appropriations'. 

- HR 11493, Amtrak Improverrent Act of 1979. 

Monday -- Mrs. Allen will be sworn-in as the new Senator from 
Alabama, followed by three hours of tribute to the late 
Senator James Allen. 

-- HR 8410, Labor Law Refom. 

Labor Law Reform - cloture vote. 
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TO: PRESIDENT CARTER 
' 

iROM: HAMILTON JORDAN 7J<;l. 

I will be out of the office for several days - probably 

corning back Thu:r:sday. 

My mother, brother and his family a·re corning up. We 

..., are going to Camp David for a few days and then spend 

some time seeing Washington. 

If anything comes up or I am needed here, it will be 

very easy for rne·to return. 

I hope that you will be able to take a full week or ten 

days off soon as you have been going no:a-stop for the 

past ten weeks. Phil is looking for a time. 

,J: 
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THE WHITE HOUSE 

WASHINGTON 

June 12, 1978 

Hamilton Jordan 

The .attached1 was returned .in 
the President's outbox: .It is 
forwarded to you .for <lppropr:iate 
han~il].g • 

cc: T.im. Kraft 
Jim Gammill 

. RE: TVA 

Rick Hutcheson 
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THE WHITE HOUSE 

WASHINGTON 

June 12, 1978 

Phil Wise 

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

Rick Hutcheson 

FRAN VOORDE 

·cEREMONY AT PENTAGON -- JUNE 30 
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lTHE SECR,ETARY OF DEFEN:SE 
WASHINGTON 

JUN 9 1918 

" 

MEMORANDUM FOR THE PRESIDENT 

I am. planning a large ceremony here at the 
Pentagon on Friday, June 30 at 3:00 p.m. to honor 
General David C. Jones, General Lew Allen, and 
Admiral Thomas B. Hayward as they assume the.ir 
new duties as, respectively, Chairman of the Joint 
Chiefs of Staff, Chief of Staff of the Air Force, 
and Chief of Naval Operations. 

The Department of Defense would be delighted 
and honored if you could attend. 

';' 
.· ~ .. 
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~- .... ~ ~_i;: 
., =""' 



;.· 

....... -. ... ..................... 

EYES ONLY 

1-HE CHAIRMAN OF THE 
COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON· 

June. 10, 1978 

MEMORANDUM FOR THE PRESIDENT 

Charlie Schul t·ze (! L S 

Subject: Retail Sales in May 

The Census Bureau will release its preliminary estimate 
of May retail sales on Monday, June 12, at 10:00 a.m. The 
news is neither bad nor good. 

Total re.tail sales declined 0. 2 percent in May, following 
strong gains (1-1/2 to 2 percent) in the revised figures for 
both March and April. The May reduction was in auto sales, 
which declined somewhat from a very high April level. Sales 
of durable goods other than autos rose strongly last month. 
Nondurable g.oods sales were up only a little, but this rise 
was largely due to increasing food price:s. 

These retail sales figures for May give only very 
general clues·to the mood of consumers. Attitude surveys 
recently have suggested that the consumer is becoming less 
optimistic about the economy -- larg.ely because of worries 
about inflation. There is no evidence yet, however, that 
the consumer saving rate is going up appreciably. On the 
other hand, consumer spending is not booming, either. Retail 
sales in the second quarter will probably be about 8 percent, 
at an annual rate, above their level in the fourth quarter 
of last year. Most of that rise reflects higher prices • 

. ':f' 



THE WHITE HOUSE 

WASHINGTON 

June 12, 1978 

Stu Eizenstat 

The attached was returned in the 
President~"s outbox today and is 
forwarded 
handling. 

to you for appropriate 
Please inform DOE of briefing. 

Rick Hutcheson 

cc: Frank Moore 
Jody Powell 



THE WHITE HOUSE 

WASHINGTON 
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Departmer:1t of Energy 
Washington, D.C. 20585 

June 6, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: JAMES R. SCHLESINGER~ 

SUBJECT: EXPORTS OF CALIFORN~A CRUDE 

As JI indicated in my earlier memorandum to you on California 
crude oil production, this heavy grade of crude oil is being 
increasingly shut-in-because of the low quality of the oil, 
stringent environmental standards in California that cannot 
be met by this high sulfur oil without major refinery retro­
fits, a surplus of Alaskan north slope oil being. sold in 
California, and the price contro.l and entitlements system 
which discriminates against California heavy crude. These 
factors have led to a steady deterioration of the market 
for California crude, leading to shut-in production of at 
leas~ 30,000 barrels a day. 

Earlier, you raised the question whether it would be advisable 
to leave this crude in the ground for future use.. There 
are two reasons why it would be desirable to prevent shut-in 
production and increase California crude oil production. 
First, last December you directed me to develop programs 
to prevent the further dete·rioration of California crude 
production in an effort to improve our balance of payments. 
It would now be inconsistent to reve.rs·e the thrust of that 
directive. Second, in most cases, once California crude 
has been shut-in, it cannot be subsequently produced 
except at exorbitant cost. 

DOE proposals to alleviate the unsatisfactory market condi­
tions for California crude are: 

o More favorable entitlements treatment for Califor.nia 
crude, based on gravity. The heaviest California 
crudes would receive a greater subsidy under this 
approach. While the average benefit per barrel 
would be $1.75, the heaviest California crudes 
would receive a $3.00 per barrel subsidy. 



( -· 
- 2 -

o Allowance -of exports of excess residual fuel oil, 
which are currently in oversupply. Because of 
this surplus, refine-ries have cut-back production, 
leading to W:est Coast shortages of gasoline. 

o Further case-by-.,case entitlements benefits to allow 
California crude to be moved to Gulf Coast, Eas.t 
Coast, and Puerto Rico refineries. In particular, 
DOE would indicate a policy of·providing subsidies 
to-compensate for the higher costs of using 
domestic rather than foreign vessels. The Jones 
Act requires use of U.s. f'lag vessels for trans­
portation between domestic ports. The additional 
entitlements benefit would be necessary to 
cover the additional costs of Jones Act transport 
to U.S. refineries outside California~ 

W.e have consul.ted widely w.i th relevant members of the House 
and Senate. Although the response to these proposals has 
generally led to support or acceptance., a number o.f members 
-of the Calif.ornia and East Coast Congres•s.ional delegations 
advocate exports of California crude to Carribean·refineries. 
Under these proposals, the crude oil exported to the Caribbean 
would be refined into residual fuel oil and other products 
for sale on the East Coas·t. In particular, a proposal has 
been made by NEPCO, .a Caribbean refinery, to purchase up 
to 200,000. barre-ls per d.:ly of California crude. 

The NEPCO proposal would have the following advantages: 

o It would provide a s.ignificant market for California 
crude oil, preventing further shut-in wells, 
increasing domestic production, and impr.oving the 
market for Alaskan crude. · 

o It would back-out foreign crude oi-l currently used 
by the NEPCO refinery and a.t the same time help 
ease the W.est Coast surplus. 

The Department of Energy would not now. favor this proposal 
for the following reasons.: 

o Despite the claims by NEPCO proponents, the NEPCO 
proposal would not result in lower prices on the 
•East· Coast. The prices charged by NEPCO would be 
se·t by the overall market for residual fuel oil 
and other products. In any cas.e, the $ • 6 0 per 
bar.re.l ne,t revenues expected under the proposal 
would not allow for substantial price reductions. 
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o If only NEPCO were to receive this special treat­
ment, the Administration could be subject to 
criticism f,or favoring o·ne particular refiner. 

o The. proposal could be broadened to allow other 
refineries to participate in an exports-for-
import arrangement. If this type of entitlement 
treatment were· made more br:oadly available, 
however, the pressures to expand exports to include 
Alaskan crude would be· substantial. 

o· An export a:rrangement such as that proposed by 
NEPCO would be perceived as exporting refinery 
capacity. The broader availability of export 
alternat:i,ves would increase this perception. 

o Some pressure would be taken off the State of 
California_to adopt policies that would encourage 
refinery retrofits, adopt more reasonable air 
pollution regulations, and-complete approvals for 
SOHIO and other West-to-East pipeline systems. 

We believe that the: proposals DOE has recommended will , 
greatly alleviate the California crude supply pr.oblem. If 
these steps prove to ,be inadequate, further measures, 
including. crude exports, could be considered in the future. 
Considering the lack of evidence that actual crude exports 
or exchanges are now necessary to solve the California 
crude problem, we believe it would be unwise to move ahead 
on the NEPCO proposal. 

If this program meets with your approval, I would propose 
to announce it later this week. 
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THE WHITE HOUSE 

WASHINGTON 

June 12, 1978 

MEMORANDUM FOR THE HONORABLE JAMES R. SCHLESINGER 
SECRETARY, DEPARTMENT OF ENERGY 

In vi.ew ofpotential balance of payments benefits, as wel'l' as the possTble need 
· for additional relief for Californi.a in establishing and maintaining markets for 
its heavy crude oil, I wou'ld like to have a complete analysis of the options 

. avaTJable for exporting Californi.a crude oil to Bahamian and Caribbean refineries 
on the condition that the refined products are reimported to the United ~totes. 

In particular, this analysis should cover: 

economic factors, including entitlements treatments and transportation 
costs, involved in an export for reimport approach; 

the impact, if any, on the price of residual fuel oil on the east 
coast; 

th_e extent to which California crude could replace Middle Eastern 
or other foreign crude now being run in Caribbean or Bahamian 
re:finerles, and the balance of payments impacts associated with 
such replacement; 

the extent to whiCh the availability of a new market could stimulate 
enhanced production of California crude, including very low gravity 
oil which is not now being produced; 

the extent to which exports of California crude would affect 
decisions by west coast refineries to retrofit their facilities to 
use heavy crude; and 

the extent to which exports of California crude would affect decisions 
to proceed with construction of west to east oiil transportation, 
systems. 

I would hope that a complete analysis of these and other rel'evant factors could 
be completed in three weeks. This analysis should also cover the poss'ible 
conditions, including time or overall volume limit.ations whi.ch could be placed 
upon such exports in order to mitigate any undue or adverse effects. 

-----·-···········································-············-· ...................................................................... . 
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EXECUTIVE ·oFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND .BUDGET 

WASHINGTON, D.C. 20503 

JUN 8 1978 

·MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

JAMES T. MCINTYRE, 

Sch les tnger r~emo ef June 6, 1978 on Exports of Ca 1 i forni a 
Crude Oil 

Consistent with my memorandum of May 15, I continue to support Jim Schlesinger's 
proposal to export or swap California residual fuel oil to help ease the · 
crude oi 1 over,.supp ly p.rob 1 ems on the. l~es t Coast. I remain concerned, 
however, about further attempts to fine tune price controls through' 
extensions of the entitlements program.;.-to furthe.r subsidize, in. this 
case, the use of a particular type of crude oil andits transportation. 
Continued expedient use of entitlements to alleviate special problems 
on a case-by-case ba.si s increases regulatory complexity and ibu.rden as 
the Federal Government tries to substituteits judgment for that of 
market forces to correct supply/demand imbalances. It also makes it 
harder t.o achieve your goals of decontrol and phase-out of the 
entitlements prog.ram as the Crude Oil Equalization Tax is ,phased in. 

With respect to your question about the desirability of leaving Cali'fornia 
crude in the ground for future use, I also support .J i·m • s advice. Adverse 
impact on our balance of payments problem., the high· production costs .of . 
reopened shut-in wens, and the need for internal consistency of your· 
energy :policy--are all convinctng a:rguments for avoiding shutting tn 
California production. · · · · 

The new element discussed bySecreta~ry Schlesinge.r is the New .England 
Petro l'eum Corporation ( NEPCO) proposa 1 to export Ca 1 i forni a crude. to 
1 ts Bah ami an refinery, import to the U.S~ East Coast all the refined 
product of th:at crude (primarily residual fuel oil), and treat NEPCO as 
a domestic refiner under the entitlements program. At first glance 
this approach appears. to be an efficient way to attack the California 
problem, but the whole scheme is dependent upon: favored' treatment of one 
foreign refiner under our petroleum regulatory regime. Thus, it does 
not ha·ve, for example, the clean regulatory relfef of the .residual fuel' oil 
export option which presumably would allow export sales at world market 
prices. Moreover, you should be aware of the fact that New·York Governor 
Carey's brother has a substantial financial interest in NEPCO. My 
career staff advise me tl:lat this was a matter of some sensitivity in the 
previous Admi•nistrati'on. ·I believe it would be inadvisable for you 
to ris~k charges of favoritism which appears to involve known public 
figures. 
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If the NEPCO proposal were extended to include its competitors in the 
Carri'bean the proposed favoritism charge might be muted, but I believe 
there would be other disadvantages. Under this option, there would be 
a possibility of exporti.ng considerably mol'1e than the 200,000 barrels 
per day maximum contemplated in the NEPCO proposal. Serious oppos·ition 
would develop for a.t least two .reasons. First, the substantially 
greater volume of Califol'1nia crude exports that would otherwise be 
shipped in U.S. fl,ag tankers to the U.S. Gulf and East Coasts would 
be shipped to the Garribean in foreign tankers. A strong, ne.gative 
reaction would come from the U.S. maritime i;nterests incl'ud.ing the 
unions. Second, because Carribea·n .refineries are operating a.round 65% 
of capacity, their incremental cost of additional output would be low 
and less than that of U.S. refiners, who are operaUng at ove.r 90% of 
capacity, Thus, there would be a tendency for the Carri bean refiners 
to increaseoutput and shipments of product to the U.S., shaving price 
if necessary to do so. These pressures would undercut U.S. refiners 
and act as a drag on expansion of U.S. refining capacity. Thus the 
charge of exporting U.S~ reftning capacity--only a modest concern in 
the NEPC0 proposal--would, it seems to me, become a major consideration 
fraught with strong ,pelitical' opppositien in an expanded NEPCO proposal. 
For these reasons,· I am pursuaded that you. ought not new choose NEPCCil 
or ar:t expanded NEPCO option without further careful consideration. 

I would urge that yau ask Jim to .. analyze very carefully without delay 
an option that would allow the export of California crude to 
Ca rri bean refiners provided that an products from that crude be 
shipped back to the U.S. dbmesti·c market, primarily the East Coast. 
If the option could be designed so that it would apply to new 
California crude production, over and' above current levels of 
p·roduction and beyond the amounts of California crude that U.S. 
refi ne.rs themse 1 ves could use in the short run. to di sp 1 ace imports, 
then the displacement effects that .would cause the opposition from 
ma-ritime and U.S~ refining interests would be eliminated •. This 
type of option would hel:p ease our balance of payments problem and 
assure the East Coast a .plentiful supply of the. residual fuel oil 
upon which it depends.· If Jim Schlesi"nger•.s recommended approach 
is not .sufficient to resolve the California crude problem, then the 
Admini.stration sheuld be ready to act without delay--perhaps along 
the li'nes of the option I 'have just described. 
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MEMORANDUM FOR 

FROI1 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 9, 1978 

THE PRESIDENT 

· n1 <"'TU EIZENSTAT 1 • 

~ITTY SCHIRMER 

SCHLESINGER MEMO RE: EXPORTS 
OF CALIFORNIA CRUDE 

In general, we concur with Jim Schlesinger's recommendations 
for dealing with the California crude oil shut-in problem. 
As Jim points out, we do not have the option of leaving the 
oil in the ground for future production in many of the 
California fields. Once the wells are shut in, further 
production is often impossible or uncertain. In addition, 
many of these wells are old and are being produced by secon­
dary recovery techniques which do not permit a "stop and 
start" approach. We believe that the changes in the entitle­
ments system Jim proposes will relieve the California prob­
lem, at least temporarily. 

Politically the proposals themselves should not prove to be 
controversial. California's problem has been well recognized 
by most members of Congress. We do, however, expect some 
criticism for not going far enough -- namely permitting the 
export of California crude to Bahamian and Carribean refin­
eries. 

(In Jim's memo this is described as the "NEPCO" proposal, 
even though this is but one of the refineries which might 
be interested in running California crude. Basically, 
Carribean refineries would be given export licenses to pur­
chase California crude, provided that the refined product 
were reimpoited into the U. S. For the purposes of this pro­
gram, the Carribean refiners would receive some entitlements 
benefit .. ) 

The California delegation has expressed support of this export 
for reimport option as has the Northeastern delegation. The 
latter believes that resid produced from California crude in 
Carribean refineries may be less expensive than their regular 
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supply of resid from foreign crude. Overall!, however, we 
belie·ve that the political reaction to Jim's proposal will 
be manageable s.inc.e: 

e In a separate action, DOE proposes to adjust the 
entitlements treat~ent now afforded resid used on 
the East coast, a measure which is more popular and 
effective in. leveling out resid prices than the 
export fo~ reimport option would be 

• California's main concern is to alleviate the 
current surplus, which Jim's recommendations will 
accomplish. 

For balance of payments reasons, however, we strongly 
recommend that you direct Jim to conduct a thorough analysis 
of the export for re·import option. ~ve have requested that 
such an analysis be done, but to date have not received 
anything really complete. If California production can be 
increased, and there is a substantial demand for this crude 
among the Carribean refineries, it is possible that this 

- option could provide significant balance of payments savings 
by backing out resid which is produced from middle eastern 
(principally Iranian) crude. While the resid sold would s.till 
be imported, it would be made from California crude oil 
rather·than foreign oil. A short directive from you to Jim 
asking that this analysis be completed within. three weeks 
is attached. 

Finally, we would recommend that Jim announce the current 
program at a briefing here at the White House. At a minimum, 
Senator Cranston and Representative Hannaford should be 
invited to participate in the brief.ing. If Jim wants to 
couple the California announcement with the Eastern entitle­
ments action, members of the New England delegation could be 
included, although this latter change is more controve·rsial. 
CaLifornia has been enormously concerned with this change, 
and Governor Brown has criticized the Administration for 
its policies on California crude. we believe that you should 
take at le~st some of the credit for the relief which is 
afforded. Frank Moore's staff concurs with our recommendation. 

DECISION 

Direct Secretary Schlesinger 
rei~rt option within three 

yes no 

to provide analysis of export for 
weeks(directive attached). 

Secretary 
briefing. 

Schlesinger to announce program at a White House 

~ yes no 

. -•~ ·'. 
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THE WHITE HOUSE 

WASHINGTON 

7/18/78 

Charlie Schultze 

The attached was returned in 
the President's outbox: It is 
forwarded to you for appropriate 
hand~ing. 

Rick Hutcheson 

cc: The Vice President 
Stu Ei.zenstat 
Bob Lipshutz 
Frank Moore Jody Powell 
Jack Watson Anne Wexler 
Landon Butler Jerry Rafshoon 

POSTAL I..ABOR NEGOTIATIONS 
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THE' WHITE HOUSE 

WASHINGTON 

. "7/18/78 

Mr. President: 

Attached are tw:o papers on 
the postal labor negotiations: 

- a general background memo 
from Eizenstat and Butler; 

- a Schultze-Bosworth memo 
which goes more into the 
economics of the situation. 

Landon and Charlie Schi.llltze. 
are also preparing some 
Q & As for you and Jody to 
use. 

Rick 
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THE WHITE HOUSE 

WASHINGTON 

MEMORANDUH FOR: THE ,PRESIDENT 

STU EIZENST4':f"\~.A 
LANDON BUTL~~" 
BOB :MALSON!~. 

FROM: 

Sl!JBJECT: Postal Nego.tiations and Contingency Planning 

Introduction 

The current contr;act between the Postal Service and 550,000 
bargaining uni,t employees expires at midnight 'Dhursday, 
July 20.. Negotiations have been undierway since April 20. 
This memorandum identifies the key individuals, outlines the 
status of the negotiations and contingency plans·; describes 
the fact-f.inding and arbitration procedures and sets out 
the areas of responsibility for the White House staff. 

The Parties 

Management: 

.Labor: 

Barg,aining for the ·t:J'SPS management is Deputy 
Postmaster General James Conway. This is 
his first time at the ba·rgaining table. 

The un'ions are represented at the barg.aining 
table by the three AFT..o-CIO affiliates:· 

o The American Postal Workers Union (APWU} 
represents about 225,000 clerks. This 
is the first time at the table for President 
Emmett Andrews and he stands for election 
in September. 

o The National Association of Le·tter Carriers 
(NALC} represen.ts about 22'5,000 carriers·. 
President Joseph Vacca is also negotiating 
for the first time. Vacca· will face an 
election next month by his union. 
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o The Mail Handlers Division of the 
Laborers International represents about 
50,000 employees. President Lonnie Johnson 
has never negotiated prior to this contract. 

o Jim LaPenta, the Executive Secretary of the 
Postal Labor Negotiating Committee, is the 
only person on either side who has had 
prior postal bargaining experience. He 
is generally considered to be the most 
knowledgeable negotiator on the union 
side but the degree of his persuasive 
ability cannot be predicted. (LaPenta is 
a Democratic Party official in Delaware 
and was an official in the Post Office 
Department under President Kennedy.) 

(Note: The National Rural Letter Carriers 
Association, which is not an AFL-CIO 
affiliate, has been negotiating a 
separate agreement on behalf of its 
50,000 members. That agreement is 
close to settlement, according to 
Postal Service management.) 

Wayne Horvitz, the Director of the Federal 
Mediation and Conciliation Service, entered 
the negotiations last week in an effort to 
get both sides to reach an agreeable settle­
ment. 

Negotiation Status 

The three principal issues are: (1) increases in base wages, 
(2) continuation of cost-of-living adjustments, and (3) the 
no layoff clause. 

The parties are far apart on the wag·e issue. The Union's 
proposed two year contract would result in an increase in the 
average postal worker's wage and compensation package exceeding 
17% per year. Management· rejected the offer and proposed a 
three year contract with an average annual increase of 4.8%. 
The unions rejected management's offer. 

Wages represent only part of the fiscal concerns. The 
uncomputed costs associated with the cost-of-living adjust­
ments, the no layoff clause and other unresolved issues add 
substantially to the total picture. 
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Fact-Finding & Arbitration Procedcires 

If the parties have :ao.t reached an agreement by midnight 
July 20 (or agreed on how to proceed to reach an agreement) , 
the Director of the FMCS, under the authority of the 1970 
Postal Reorganization Act, may direct that a fact finding body 
be chosen by the par~ies. 

If no agreement is reached within 90 days after expiration of 
the contract, the FMCS may direct that a 3-member arbitration 
board be established. The arbitration board must render its 
conclusive and binding decision within 45 days. 

Contingency Planning 

Strikes by postal workers are illegal but it is quite possible 
that if an agreement is not reached by midnight Thursday 
some work stoppages could occur in a few maj.or cities. 

In March 1970, before the present law was enacted, a wildcat 
strike lasted for 12 days and involved up to 200,000 workers. 
The National Guard was called out to move the mail but their 
efforts were mostly symbolic. The strike was finally 
resolved by Congress in passing the Postal Reorganization 
Act and boosting the workers' salaries. 

In the current situation the Postal Service, in coordination 
w1th the Admin1strat1on, has establ1shed contingency plans to 
cope w1th any str1kes or work'stoppages. 

The Postal Service has maintained liaison with the Department 
of Justice with regard to possible legal actions emanating 
from a strike. The U.S. attorneys in all jurisdictions have 
been provided with court papers to seek injunctions and 
contempt citations if required. 

Arrangements have been made with HEW and Treasury to handle 
the dispensing of Social Security and other beneficiary checks 
as necessary. 

Other important federal correspondence would be handled by 
a back-up courier service operating in 14 pre-selected 
metropolitan sites. 

The major financial institutions in New York have been briefed 
and are prepared to handle the transmittal of important 
financial instruments through alternative means. 
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The existing contingency plans provide for a variety of 
intermediate steps to maintain postal service. These include 
moving mail from affected areas to non-affected areas for 
processing; embargoing mail to affected areas and suspending 
application of the Private Express Statutes to permit private 
delivery of letter.communications. 

If the Postmaster General decides he needs the assistance of 
military personnel to move the mail, he w1.ll ask that you 
declare a national emergency. Should you comply W'1.th the 
request, the Defense Department is prepared to call up the 
necessary number of troops·to deal with the affected areas. 

Monitoring Responsibilities 

An informal White House working group has been established to 
monitor the negotiations. The group includes Charlie Schultz, 
Barry Bosworth, Stu Eizenstat, Bob Malson, Bob Lipshutz, 
Jack Watson, Jody Powell and Frank Moore. Landon Butler will 
coordinate the group. 

Wayne Horvitz has responsibility to provide mediation services 
to the parties. He will report periodically to the working 
group and to you personally if necessary. 

Ray Marshall will monitor the negotiations in an advisory 
capacity. 

\ 

The working group will keep you advised daily of the progress 
of the negotiations. 
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ID 782958- T H E W H I T E H 0 U S E 

WASHINGTON~n.V'J J ~1-" QJ 
r r- ,~l( cY"""~- ~ 1:!) 

DATE: 06 JUN 78 '-it ro I~~"~ bAM''~·~"" ~..en ~ 
~ \ /~ FRANK MOORE ( LES FRANCIS) FOR ACTION: STU EIZENSTAT 

( 

JIM MCINTYRE~ 

INFO ONLY: THE VICE PRESIDENT 

ZBIG BRZEZINSKI 

ESTHER PETERSON 

ANNE WEXLER 

CHARLIE SCHULTZE 

SUBJECT: SCHLESINGER MEMO RE EXPORTS OF CALIFORNIA CRUDE 

+I I I I I I I ~I 1+1 I I I Ill I +++++++++++++I I I I It++ +++I I I I 111+++++1 I I I I I 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY ( 456-7052) + 

+ BY: 1200 PM THURSDAY 08 JUN 78 + 

I I I I I I I I I I I I II II++++ '++++++++II II II II I I I I I +++++++++++++++++++++ 

ACTION REQUESTED: YOUR COMMENTS 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD. 

PLEASE NOTE OTHER COMMENTS BELOW: 
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THE WHITE HOUSE 

WASHINGTON 

June 12, 1978 

Stu Eizenstat 
Charlie Schultze 

The attached was returned in 
the President's outbox: It is 
forwarded to you for appropriate 
hand~ing. 

Rick Hutcheson 
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MEHORANDUM 

From: 

Subject: 

THE CHAIRMAN OF THE 
.COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

June 10, 1978 

FOR THE PRESIDENT 

S·tu Eizenstat · QJ·A., . 
Charlie Schult·z~·~L S 

Cotton Dust1 Further Troubles 

·.~ 
(}_ 

On l'Vednesday at the mee·ting with Marshall, Bingham, 
Schultze and Eizenstat, an agreement was reached on the 
basis of·a proposal you made, about a cotton dust regulation 
with three principal elernenbs: 

1. Engineering controls would be required to be 
.... in place at the end of four years on an industry­

wide basis;· individual firms must lay out a plan 
to get there at the end of four years but could• 
not be required to institute such controls before· 
then. 

. ,Sf: .. 

2. Individual firms could apply for an extension 
beyond four years, if they could make the case 
that it ~·as infeasible to meet the deadline. 

3. Firms could apply for permission to use other 
means of protecting workers if they could 
demonstrate that the alternative was equally 
as effective as engineering controls. 

OSHA has now drafted a regulation which apparently 
violates every major aspect of that agreement, and is 
tougher than the earlier regulation. They have moved to 
get the regulation out inunediately and to foreclose any 
effective review of what they have done. We say "apparently 
violated," since OSHA has frustrated our attempts to 
determine precisely what they have drafted. 

What ha,s haepened 

1. On Thursday morning the major papers carried. stories, 
obviously from OSHA, that on appeal from Secretary Marshall 
you had reversed your earlier decision and that OSHA had· 
\.;ron a major victory • 
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2. On Friday afternoon we v;-ere informed that Eula Bingham 
had signed a new regulation, with photographers in attendance, 
and was sending it to the Federal Register. 

3. Stu immediately called Bingham and directed her not 
to send it to the Federal Register until it had been 
reviewed. She agreed. 

4. At the end of the tvednesday meeting we requested from . 
Bingham an·outline of.the changes that would be made. On 
Friday, after the··regulation had been signed, we were. sent 
a half-page "outline 11 -stating in four sentences, what the 
significant changes were. 

5. On Friday evening we were told by a special assistant 
to Secretary Marshall that not a j,ot or tittle of the new 
regulation would be changed except at the direct order. of· 
the President.· 

6. On Saturday morning a high OSHA official. told a CEA 
staff member that the regulation had nevertheless been 
sent to the Federal Register. Bingham on being queried 
about this by Stu, said she knew it was at the Federal 
Register but that the Register didn't publish on Mondays. · 
(Secr~tary Marshall did not know it had gone.) · 

7. OSHA refused to_send us a copy of the regulation. On· 
Saturday morning staff from CEA and C"'1PS went over.to OSHA 
to get excerpts from the relevant sections of the new­
regulation. 

They were· not allowed to xerox the relevant 
passages. 

They were not allowed even to copy them out 
in longhand. 

·.They were restricted to taking no·tes. (Hence 
· the use of the term "apparently," above.) 

8. OSHAhas arrangedCongressional briefings for Tuesday;"~ 
we have been told that Congressman Mahon has already been·.: 
briefed; ·and OSHA will formally promulgate the regulation·'-

. on Wednesday, June 14 ... · · · ... 
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The new regulation 

The new regul·ation requires that, after 18 ·.months, . 
engineering controls must be instituted "a·s soon as possible" 
but not later than four years. ·.A firm can be cited .for·· 
noncompliance by OSHA before the four years are up,. if in 
OSHA's judgment they don't move as soon as possible. This 
is even tougher than the regulation they intended to issue 
before this whole process, which used the same principle · · 
without a four-year deadline. It is in flat contradiction. 
of what we believed to be the clear and specific understanding 
that you reached with OSHA. · 

The only. w~y a firm can get a "waiver" to extend 
beyond four years is to be cited for noncompliance and· 
then use "infeasibility" as a def~nse in a legal ~ppeal 
before an administrative law court {the Occupational 
Safety and Health Review Commission). · 

There is no provision in the regulation for a firm 
to demonstrate and have accepted an equally effective 
alternative. The basic OSHA statute does have a section.· 
allowing an employer to request.a "variance" from OSHA 
regulations, but it is a very difficult-and seldom used 
process.· 

We have set up a meeting with Marshall and Bingham 
on Monucty to try to get accomplished what \'tas agreed 
last Wednesday. 

Implications 

We consider this a flagrant and deliberate attempt , 
by OSHA to frustrate an express agreement reached directly 
with you. Regardless of how the Monday meeting comes out, 
we think you should personally call Marshall about this 
whole episode. If you do not, we are. convinced that . 
future efforts by your staff, by CEA, and by the regulatory 
review process to minimize unnecessary costs will be futile. 
More broadly, once word gets around that the express. 
wishes of the President can be ignored with impunity,. 
Presidential initiatives on the budget, on legislation, 
and on managerial matters which run against the wishes 
of.particular agencies will.simply not. be enforceable. 
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THE WHITE HOUSE 

WASHINGTON 

·June 12, 1978 

Bob Strauss 
The attached was returned in 
the President's outbox: It is 
forwarded to you for appropriate 

. handl;ing. 

Rick Hutcheson 

cc: Zbig Brzezinski 

TRADE AGREEMENT WITH INFHA 

I 

• •• _J 
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THE WHITE HOUSE 

WASHINGTON 

Mr. President: 

6/12/78 

Brzezinski and Mcintyre 
concur. No objection 
received from DPS. 

Rick 



THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

MEMORANDUM FOR THE P·RESIDE 

FROM: Robert s. Strauss 
Special Representa 

7 JUN 1978 

I 

for Trade Negotiations 

SUBJECT: Trade Agreement with India 

Negotiators from this Office. and the Government of India: 
have almost completed the terms of. a bilateral trade agreement 
that is part of the "Tokyo Round" of Multilateral Trade 
Negotiations (MTN). We hope to be in a position to sign 
this Agreement here or in Geneva in the very near future, 
and possibly to announce the signing during Prime Minister 
Desai's visit to washington June.lJ-14. 

The Agreement, in substantially final form, consists of an 
exchange ·of letters, which are attached at Tab A.. The 
Agreement builds upon one that we s·igned with Me·xico on 
December 2, 1977 (described in a memorandum set forth at Tab 
B) and is another breakthrough in u.s .. international trade 
policy and in the MTN. It is the second ag.reement with a 
developing country in the MTN, and thus further reinforces 
the principle that .developing, countries should make reciprocal 
concessions in return for the benefits that they receive. 
We believe that this Ag·reement will encourage other developing 
countries to neg.otiate seriously with us as the MTN enters 
its final.phase. 

The Indian concessions consist of elimination of "British 
Commonwealth pref·erences", by which British products were 
favored in the Iadian market, liberalization of trade re­
strictions on imported machine tools of inter.est to the 

. United States, facilita•tion of Indian exportation of mica, 
liberalization of import restrictions on spare parts for gas 
and oil drilling wells, and signif:icant liberalization of 
restric.tions on imports of almonds. The principal U.S. 
concessions are tariff reductions for certain types of 
carpets, several jute articles, a:nd mica. 
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The Indian concessions have already been implemented. The 
Indian letter states that "we hope to maintain the process 
of liberalization consistent with India's development, 
financial, and trade needs." Our understanding with repre­
sentatives of the Government of India is that this phrase 
indicates that India will negotiate othe·r conces,sions in the 
MTN. 

The substance of this Agreement has been approved by the 
principal Executive agencies that are concerned with inter­
national trade policy. We have notified the S·tatus of this 
Agreement to the Chairmen of· the House and Senate subcommittees 
on trade, and have solicited their views. The Agreement can 
be implemented by Presidential proclamation and does not 
require Congressional approval. 

May we have your authorization for me or my designee to sign 
this agreement if negotiations are concluded satisfactorily? 

APPROVE 

DISAPPROVE 



United States Letter 

1. I have taken note of your letter of ................•... 

referring to the autonomous measures taken by your Government, 

particularly those measures which benefit United States exports 

to India and the statement in your letter that the liberalization 

mentioned in sub-paragraphs (i), (iii) and (iv) of paragraph 2 

and in paragraph 3 coincides with the requests of the Government 

of the United States of America. I have further taken note of 

the letter No. 10/46/75-TPD dated February 24, 1978, from 

Mr. S. P. Shukla to Mr. Stephen Lande which explains the soecific 

liberalization measures on spare parts and on dried, salted or 

preserved fruits, which include almonds, referred to in your 

aforementioned letter. 

c: 

2. I have also noted that subject to periodic policy reviews 

and in accordance with the obligations and rights under the 

General Agreement on Tariffs and Trade, the Government of India 

hopes to maintain the process of liberalization consistent with 

India's development, financial and trade needs, from which her 

major trading partners have derived and can derive further 

benefits. I hope that the Government of India will find it 

possible to give positive consideration to the remaining requests 

of the Government of the United States of America which we will 

recognize as further contributions by India in the Multilateral 

Trade Negotiations (MTN) . 
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3.. I am pleased to confirm that my Government desires to 

implement the attached list "A" of the Tropical Product offer 

by :the Government of the United States. of :America by -----'· 
1978, and in any case will implement not later than sixty days 

after this exchange of letters. The Government of the United 

s.tates· of :America will implement the conces,sions on the att'ached 

list "B" of this Tropical Product off.er, unless there is failure 

to reach satisfac.tory agreement with other c.ountries who are 

principal or substantial suppliers. In light of the above~ 

if the Government of ·the United States of :America does not 

implement these concessions within a reas.onable period· of time, 

consultations will take place to dete·rmine alternative concessions. 

*4. This exchange of letters will constitute a·trade under-

standing between our Governments. Such an understanding will 

terminate at the time that tariff reductions, pursuant to an 

overall ag,reement on tariffs in the ·MT~, are· initially imple­

mented by the Government of the Uni.ted States of :America. It 

:is expected that the results of this understand'ing will! be 

incorporated into such an overall MTN agreement. ·In any event, 

the understanding may be terminated by eitper party upon six 

months written notice to the other party. 

* 5. The question of the continuance of concessions will be 

addressed by both sides at the conclusion of the Multilateral 

Trade Negotiations., or by January 3, 1980, whichever is earlier. 
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In the interim, relying upon the measures cited in your letter, 

the Government of the United States of America will provide 

maximum possible security for its concessions. 

* The final form o;f paragraphs 4 and 5 are still under 
negotiation. 
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LIST 1 A 1
. OF TROPICAI. PRODUCTS OFFER BY '!'!IE'~ 

. GOVER:·H·iENT OF 'l'HE UNITED S'i'l\TBS OF A?mJHCA 

SF.OF:r 0!;--:SCRI?'!.'ION Cc' PP.ODUC'i.' 

Frog meat, fresh,chilled or 
frozen. · 

Hangoes, prepared or preserved 

Jute·yarns and roving, single 
under 720 yds. a lb. 

Jute yarns and. rovl.ng, sii;J.gle 
720: yds_ or O".ier a lb • 

. . 
Jute yarns and roving, plied, 
under 720 yds. :a lb. 

{'foven fabrics of jute bleached·, 
colored, or flame-resistant. 

Narrow fabrics, jute webbing 

~~~! DUTY ---
2.5% 

3.75¢ 
per 1~. 

· ............. 

7.5~ 

·11% 

10% 

0.2¢ 
per lb.+ 

14% 

Floor co~ering.s· pile h~md- ll% 
inserted or hand knotted 
valued o-v-er 66~2/3¢ per sq. ft. 
and not over 160 knots per sq. inch. 

Coir floor.coverings pile noth~nd~ 
inserted or knotted. 

5¢ 
per sq. 

0.2¢ 

2.5% 

... .... 
I:'-· 

Bags, sacks, etc. vegetable 
fibers except cotton. per ~b. +1.5% 

Coir pile mats and mattings. 

.·Opium 

Mica, cut or stamped to dimen­
sions not cv·er 0 • 0 0 6 inch thick. · 

5¢/sq. 

$3.60 
per. lb. 

·.-!.. 

Mica, cut or stampe~ and perforated 
or indented, over 0..006 inch thick. 12.5% 

Uica artic~es; nspf. 12.5% 

-.f­:c .... -

OF:::S·a 

Fre: 

1 -,.. 
-· ::>~. 

per lb. 

3% 

~ 4~ -. -..:. 

4% 

o. o·a¢ 
per lb. + 

5.6% 

8% 

2¢ 
per sq. ft 

Free 

2¢/sq. fi 

Free 

5% 

• 5% 

The above tariff reductions \vill b9 irnplem9ntecl at the 
fastest ra·te permissible. under the United States Trade Act. 

*The actual e>:ten.t and staging of further reductions 
'\·rill be '.·ror·ked out as soon as possible. 

Continc.ed p.2 
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LIST ~a' OF TROPICAL p:q.QDUCTS OFFE?. 3! TEE 
GOV3~TNEN':':' OF U~TITED S'!'AT3S OF _11.1-!ERICA. 

SEORT DESCRIPTIO~! OF PRODUCT 

l1ango paste aild pulp 

· · · Castor oi~, valued over 
20¢ pe:r; lb. 

J•~:te card~g2 not b 12·~che-:l: 
not colored, etc.. singles 
yarn under 7 20 yds. a lb. 

......... 

.HF~I DUT'"i 

7%. 

1.5¢ 
per lb.· 

OPFER 

2.8% 

Free 

t!~ - " 

The above·tariff reductions.Nill be implemented at 
: the fastest rate· permissible under the United. States 
Trade Act. 

. •· 

. t 

.. 



;rndian Letter 

1. I am pleased to inform.., you that the Government of India 

has taken a number of autonomous measures during the last two 

years in the direction. of import trade liberalization.. These 

form a basis·of my Government's contribution to the attainment 

of. the overall objectives of the Multilateral Trade Negotiations. 

2. A number of these measures benef'it United States exports 

to India, such as the following: 

(i) The withdrawal by the Government of India of the 

preferences extended to the United Kingdom under the t:Jnited 

Kingdom-India Trade Agreement, 1939. The value of United States 

exports, based on 1975-76 statistics, benefiting from this 

permanent withdrawal in July 1977 amounted to Rs. 311.8 million 

which represented 15. 7 percent o.f India's imports from all 

sources. 

(ii) The import policy regarding machine-·tools has 

been Liberalized as detailed in Irnport Trade Control Policy, 

Vol. I, April 1977 - March .1,978. The val~e of United States 

export·s of machine tools alone, based on 197'5-76 statistics, 

that would benefit from these measures was o.f the order of 

Rs. 15. 54 million which represented: about 7 percent of our 

total imports. 

(iii) The import policy of almonds has been 

substantially liberalized as part of our policy in regard to 

dried, salted or preserved fruits. 



-2-

3. In order to resolve certain·practical difficulties that 

had arisen in the field of mica exports from India, the floor 

prices ·of mica pow~r and bridg.e mica were reduced, the sharing 

formula for export of mica below size No. 5 was eliminated and 

the d·ivision of mica scrap into two categories was discontinued. 

4. The liberalization mentioned in sub-paragraph (i), (iii), 

and (iv) of paragraph 2 and in paragraph 3 coincides with the 

requests of the Government of the United States of America. 

Subject to ·periodic policy r.eviews and in accordance with th.e 

obligations and rights under the General Agr·eement on Tariffs 

and Trade, we hope to maintain the process _of liberalization 

cons·istent with India 1 s development, financial and trade needs, 

from which our maj.or trading partners have ·derived and can 

der,ive further bene.fits. 

As .stated in your letter of today 1 s date, my Government 

requests your Government and your Government has agreed to 

implement the attached lists of the Tropical Produc.ts offers 

by the Government of the United· State.s of America. My 

Government further hopes your Government will bind these 

concessions in the· General Agreement on Tariffs .. and 'Trade. 

My Government concurs that this exchange of letters will 

constitute a trade understanding of the type described in your 

letter. 

Yours sincerely, 



~. , .. 
\'i;\-;;:-II,"tGTC>i 

FROl·1 · ~~assador Robert S. 

SUBJECT ':ra.de Agree.-::1.ent: ~..;it:h 

l-T2·:Jotia·tors. fror.J. W.:.t- Office and the G:J~Te::cr:..!-r.e!1t of ~·Iexico :!ave 
co01plet:ed t.~:. .. =~- t.~~:..-~ls o~ a Oilate:::.-c~l t~-:2.·:.~::-:: -::s:cc~~:::::_tt: cJ:re~ing 
i.maort du-L..·,r -.-;:,toe; anrl o-;-h"'r c·onr<~+-~n""" n7" 7-~~a.r'=- For 3;:; - ...! -- -- _ ... ._ .._ ... _........ --:.....I..-L..--.1.-...J -- -- .....;...__ - - ~ 

p~oduc-ts o£ i.r;.terest -to our:- t\·lO cou:r..tries. 'J:'his agreement 1 

:::-. l · hou ' - - · r1 · • · , · ; G-~ gn sna~~ ~n pro~uc~ coverage, lS ex~remeLy 1mpor~ant 
fo~ +->h:::. 11 To"t.:-"~'O Dound" of' Mul ..... il;:;,-;-"'-,...~7 'T':..,-4"" c,~er:o.:..l·,.,.;..~ons J.... L.....:i. t:::: ~-~ .~,.-.. . - -.1. --L- .__._...__ __ c.;. __ ---:-C:.\_;,.- -· '"j L... c.;;."-- .!...., 

CL:1Tin and for U.S~ ·international t~ade policy because:· 

il) • .,.l.... • 4 ~ - • L J_ '"P ' ' "' T"; . * • =l s' t , ·\ lt.- lS L.ne r:lrs ... _ agreem-~nt- D2c:·l22n t:....:.'1~ unl-c.eG t;:.e.· es ana 
a develon_ inq. country in_ +-_'n0 ""'ropi ~:::>1 Dr~ .. -ln,....+-s'' "CJ~;-,s? of +-ho - - - \..- ~ ..L- --~-"'- __ ...._.._ .......................... ~..- . .... J.---:- - ~ ..... ....._ 
I·iTN 1 i _e. the phase dealing ~·li-th t..r2de in products of i"terest 
to developi:-1c-=T. ,...ou~~,_i,c- · - ._ J..!.L-.1.... -~J. 

( 2) it es t . .::.blishe.s the principle th2 t: cle:velopi:::.g cour..t::;ies 
will make c.t least some trade co~lcessio:-:s to the Uni t2d 
Sta-tes in 1.-e-:::'..lrn for the concessions tha.t '.-ie give the::n, 
'\·Ihich is -a C.o:Tcestic political necessi 't.y i ard 

(.3) the ag.r:=emen·t ·Hill be a precedent for s2.ny o'b"ler 
aareo~onts ~h~~ ~e evocct to no~o~ic..~~o ·~i+-~ ~cvolonina _,- ...._ .... ~\- ,__ ___ 1...- I ""·~ .._. '--"::1 "-- -- l - ._,J..I, ._...__ "-• L -.1. .J 

cvu_:tt.ries, c.n.:i T,.;hich ~trill gc"Jern. U.S.-~DC trade :cel2. t.ioT:s 
for the next: several years. 

The proposed U.S. -He~-~ican agree:sen-t., a copy of r.·;hich is 
attached, calls for tariff concessions by Mexico on 18 
products with a 1974 trade.value with the U.S. of $36 
million 1 .a~d for u.s. c9ncessions on 17 products with a 
1974 trade valu~ with Mexico o£ $60.6 million. The·fact 
that the agree.ment prov~ides slightly greater coverage for 
Hexico, in c~rrent dollar terms, reflects our i·r~N COC!L\l.it.:.\J.ent 
to provide "special and more favorabl.e treatment" for 
developina countries:r where aoproori2te a~d feasible. 

J .L .. . 

i 
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The agreement also requires Mexico to guaran~~e unli~iteci 
· qt~c1nt~L-t::t··tive- acc'2'SS tO· il:s naJ;}:st: for ·nir:e procl:_tC·t.s, c;qan­
titative access up to a specified le~el for nine p~o3ucts, 
-:1rv-l i~ Of-·h:.~-...- -:-~·J~,..-, . .:. ... CtS l·r:1-~Q,.."' 0 S ('"'(Y,.:):J+-o......- rll'"t:"",---l:>l·.:~.n Q':l 1.~.;,.·/~rQin "-'---- _,. -··--'- -<::-:>;::'·--· "'!:"' ;:,_. :r-----'- ~ .::.~-c---L·-- -· --~.r---c- ;::, 

t:;::e::tb-r.~~at of imports tl:a::1 has existed pre'vious ly. The 
tariff b2ne£i·ts of the agree:.nen;t_ '.-rill be exte.:1d2d by the 
United States and Mexico to virtually all countries, under 
the most-favored-nation principle. 

Tpe agreer::ent has been examined carefully a..!.d ap_?roved by 
all agencies of the Executive Branch that are concerned ;.,ri-;--"1 

i.nternation . .::.l trade nolicv. ~·Te have kent the Coaa:ressionc.l 
·trade subccrr-c:."Uittees .lnfo~ed th:?::"oughout~ the negotiations. . 
tha-t led to the agreement~ Al-though implemen.tation of -the· 
c::gre,~~'.en-t do2s no·t :ceqLti=Ce .fo~c.l. c·a.!lc~eSsior:.2..l 2.??"?:0-,la.l, ~ .. ,·3. 
have not been advised of ar1y obj ectio;s. · · 

If you approve our g,olng for;.;ard 'Hi th this. agree'2..e~t ,· I r.·Till 
proceed to sign it on behalf of the United States at a tin2 
tha·t is convenient for us and for the Go:verr..!-r,ent of !·le:xico I­

probably during Noveillber. 

/ APPROVE 

DTSAJ?P ROVE 

-

.. , 
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WASHINGTON ~~~-
ZBIG BRZEZINSKI ~ ~ ""j_ 

~51 

DATE: 08 JUN 78 

FOR ACTION: STU EIZENSTAT 

JIM MCINTYRE W""-W"i\; f~ 

INFO ONLY: THE VICE PRESIDENT JACK WATSON 

FRANK MOORE CHARLIE SCHULTZE -c.tki&AAJ 

SUBJECT: STRAUSS MEMO RE TRADE AGREEMENT WITH INDIA 

++II I I I I I I I I I I I I I I++++++++++++++++++++++++++++++++++++++++++++ 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) + 

+ BY: 1200 PH SATURDAY 10 JUN 78 + 

++++++++++++++++++++ Ill I Ill 1++++++1 I I I I I I +++++I I I I I I II I I I I I I++ 

ACTION REQUESTED: YOI:JR COMMENTS 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD. 

PLEASE NOTE OTHER COMMENTS BELOW: 



... 

THE WHITE HOUSE 

WASHINGTON 

phone conve-rsation with Bill Kelly 
4/26/78 

Hold' the India memo unt-il he 1 Kelly 1 

gets back with us. The ag.reement 
with India may or may not be :Worked 
out. 

HOLD FILE 



T H E W H I T E H 0 

DATE: 1111 APR 78 

FOR ACTION: STU EIZENSTAT JIM MCINTYRE -~ 

ZBIG BRZEZINSKI'~~ 
~~ 

INFO ONLY: THE VICE PRESIDENT 

JACK WATSON CHARLIE 

-
SUBJECT: KEkLY MEMO RE TRADE AGREEMENT WITH INDIA 

++++++++++++++++++++ +++++++++++++++++++++ +++++++++++++++++++++ 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) + 

+ BY: 11200 PM THURSDAY 113 APR 78 + 

++++++++++++++++++++ +++++++++++++++++++++ +~+++++++++++++++++++ 

ACTION REQUESTED: YOUR COMMENTS 

STAFF RESP·ONSE: ( ) I CONCUR. NO COMMENT. ( ) HOLD. 

PLEASE NOTE OTHER COMMENTS BELOW: 

I -
! 
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THE WHITE HOUSE 

WASHINGTON 

MONDALE 
COSTANZA 
EIZENSTAT 
JORDAN 
LIPSHUTZ 
MOORE 
POWELL 
WATSON 
MciNTYRE 
SCHULTZE 

ARAGON 
BOURNE 
BRZEZINSKI 
BUTLER 
CARP 
H. CARTER 

-CLOUGH 
FALLOWS 
FIRST LADY 
'HllRnF.N 

H JTl :Ht<!~ON 

JAGODA 
GAMMILL 

FOR STAFFING 
FOR INFORMATION· 
FROM PRESIDENT'S .OUTBOX 
LOG IN TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 

ENROLLED BILL 
AGENCY REPORT 
CAB DECISION 
EXECUTIVE ORDER 
Comments due to 
Carp/Huron within 
48 hours; due to 
Staff Secretary 
next day 

WARREN 



THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

April 10, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM:. 

SUBJECT: 

William B. I<elly, Jr • . /U. ~.q;{_. 
Acting Special Representative_for Trade 

Neg.otiations 

Trade Agreement with India 

Negotiators from this Office and the Gqvernment of India 
have almost completed the terms of a bilateral trade agreement 
·that is part of the "Tokyo Round" of ·Multilateral Trade 
Negotiations (MTN). We expect to be in a position to sign 
this Agreement in the very near future. 

The Ag.reement, in substantially final form, consists of an 
exchange of le-tters, which are attached at Tab A. The 
Agreement builds upon one that we signed with Mexico on 
December 2, 1977 (described in .a memorandum set forth at Tab 
B) and is another breakthrough in U.S. international trade 
policy and in the MTN.. It is the second agreemen,t w.ith a 
deve1oping country in the MTN, and thus further reinforces 
the principle that developing countries should make reciprocal 
concessions in return for the benefits that they receive. 
We be1ieve that this· Agreement will encourage other deve1oping 
countries to negotiate seriously with us as the MTN enters 
its final phase. 

The Indian concessions consist of elimination of "British 
Commonwealth preferences" , by which British produc-ts were 
favored in the Ind'ian market, liberalization of trade re­
strictions on imported heavy machinery of interest to the 
United States, fac:ilitation of Indian exportation of mica, 
liberalization of import restrictions on spare parts for gas 
and oil drilling wells, and significant liberaliza.tion of 
restrictions on imports of preserved fruits, particularly 
almonds. These concessions cover approximately $19 million 
worth of u.s. exports to India .. 
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T.he principal u.s. concessions are tariff reductions for 
certain types o.f carpets, several jute artic1es, and mica. 
These. concessions cover about $28 million worth of Indian 
exports to the United States. The fact that the agreement 
provides greater trade coverag.e for India re.flects the U.S. 
policy of no.t requiring full reciprocity from developing 
countries. 

The Indian concessions have already been implemented. The 
Indian letter states that 11 We hope to ·maintain the procesis 
of liberalization consistent with India's development, 
financial, and trade needs." Our understanding with repre­
sentat·ives of the Government .of India is that this phrase 
indicates that India will negotiate other concess·ions in the 
M'I'N. 

The Agreement has been examined carefully and has been 
approved by the principal Executive agencies that are 
concerned with international trade policy. We are notifying 
the. status o.f this Agreement to the chairmen of the House 
and Senate subcommittees on trade, and are soliciting any 
views that they may have. The Agreement can be implemented 
by Presidential proclamation and does not require Congres­
sional approval. 

May we have your authorization for Ambassador Strauss or his 
designee to sign this agreement if negotiations are concluded 
satisfactorily? 

APPROVE 

DISAPPROVE 





Indian Letter 

I am pleased to inform you that the Government of 

India has taken·a number of autonomous measures during the 

last two years in the direction of import trade liberalization. 

These form a basis of my Government's contribution to the 

attainment of the: overall objectives of the Uultilateral · 

Trade Nego,tiations. 

2. A nurnber of these measures benefi·ts United State·s 

exports to India such as the following: 

(.i) The withdrawal by the Government O·f India of the 

preferences extended to the United Kingdom under. the United 

Kingdom--India Trade Agreement, 1939. The value of United 

States exports, based on 1975-76 sta.tistics, benefitting 

from this permanent withdrawal in July 1.977 amounted to 

Rs. 164.6 million which represented· 11..5 percent of India's 

imports from all sources. 

(ii) The import policy regarding heavy machinery 

hc;1s been liberalized. The value of United States export 

of machine tools alone, based.on i975-76 statistics, that 

l-Tould benefit from these measures was of the order of 

Rs. 15.54 m±ilion which represented about 7% of. our total 

·imports. This is in addition to the benefits that would be 

derived by the.United States in respect of other machinery 

for which trade values are not specifically shown in Indian 

statistics . 

.• (iii) The import policy for spare parts which includes 

. parts of equipment for gas and oil drilling wells has been 

substantially iiberalized. 
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(iv} The import policy of dry, salted or preserved. 

fruits which includes almonds has been substantially 

liberalized. 

3. In order to resolve certain practical difficulties 
. . 

that had arisen in the field of.mica exports from India, 

· the floor prices of mica ·powder and bridge mica were re- · .·· 

·· duced, the sharing formula for export of mica below size 

No. 5 was eliminated and the division of mica scrap.into 

two categories was discontinued. 

4. The liberalization mentioned. in sub-paragraph (i}, 

(iii}, and (iv} of paragraph 2 and in paragraph 3 coincides 

with the requests of the Government of the United States 

of America. Subject to periodic policy reviews and in 

accordance with the obligations and rights under the General 

Agreement on Tariffs and Trade, we hope to maintain the 

proces;s of liberalization consistent wH..:h India's develop­

ment, financial and trade needs, from which our major.trading 

partners have derived and can derive·further benefits . 

. My Government requests your Government and your Govern-

ment has agreed to implement the attached lists of the 

Tropical Product offe.r by the Government of the United States 

of America. My Government further expects your Government 

to bind these concessions in the General Agreement on 

Tariffs and Trade. 

Yours sincerely, 
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LIST 'A 1 OF TROPICAl. PRODUC'!.'S OFFER BY THE 
GOVERNI'lflNT OF THE UNI'fED S'!'ATES OF A11ERICA 

TSGS ~.!0. SHORT D!:~SCRIP'!'ION 02 PRODUCT ~!F~! DUTY OF::SR 

106-.6.0 

147.92 

305.20. 

305.22 

305.28 

335.50. 

347.30 

Frog .meat, fresh,chilled or 
frozen. 

Hangoes, prepared or preserved. 

Jute yarns and roving, single 
under 720 yds. a lb. 

Ju:t.e yarns and rovl.ng, single 
· 720 yds. or m;er a lb. 

Jute. yarns and roving, plied, 
under 720 yds. a lb. 

~'Ioven fabrics of jute bleached, 
colored, or flame-resistant. 

Narrm'T fabrics 1 jute ·1.-1ebbing 

---- -

2.5% Free 

3.75¢ 1 ~.,-. -. ::>.,.-. 

per lb. ............. 
per lb. 

7 . .5% 3% 

·11% 4.4% 

10% 4% 

0.2¢ 0.08¢ 
per lb.+ 2.5% per lb. + 1% 

14% 5.6% 

*360.15 ex. Floor coverings pile h~tnd- 11% 8% 

360.35 

385.45 

385.95 

435.70 

516.71.· 

516.94 

inserted or hand knotted 
valued over 6 6-2/3·¢ Per sa. ft .. 
and not over 160 knots tier sq. inch .. . ~ - . . 

Coir floor .coverings pile not hand- 5¢ . 2¢ 
inserted: or knotted. per sq. ft. per sq. ft. 

Bag.s, sacks, etc. vegetable 
fibers except cotton. 

0·. 2¢ 
· per _lb. +1. 5% 

Free 

Coir pile mats and mattings. 5¢/sq .. · ft. 2¢/sq. ft. 

-.Opium $3.6'0 
per. lb. 

l-1iCa 1 CUt Or Stamped tO ·dimen­
SiOnS not ever 0.006 inch thick. 

Mica, cut or stamped and perforated 
or indented, over 0. 0'06 inch .. thick. 

l-tica articles, nspf. 

l],% 
· .•.. 

12.5% 

12.5% 

Free 

4.4% 

5% 

5% 

The above tariff reductions t.vill be implemented at the 
fastest ra·te permissible. under the United States Trac1e Act. 

*The actual extent and staging of further reductions 
'\·Till be \vorked. out as soon as possible. 

Continued p.2 

• 

.. 



TSUS NO. 

152 .• 58 

176 .. 02 

3l5.8CJ 
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LIST 'B' OF TROPICAL P.>lODUCTS OFFE:?. 3Y TEE 
GOVSmT~l.EN'!' OF U~liTED S'l'ATES OF P..l-!.ERICA 

SHORT DESCRIPTIO~T OF PRODUCT 

l-fango paste and pulp 

Castor oi~, valued over 
20¢ pez~;· lb. 

Jute cordage not blenche~, 
not colored, etc. singles 

. yarn under 7 20 yds. a lb. 

.• ---... 

~1F?! DUTY 

1.5¢ 
per lb.· 

10% 

OFFER 

2.8% 

Free 

4 <). 
·o 

The above tariff reductions Hill be implemented at 
·the fastest rate permissible under the United States 
Trade Act. 

.• . t . 



Uni-ted States Letter 

I have taken note of your letter_of ............... . 

referring to the autonomous measures-taken by your Government, 

particularly those mea-sures which benefit United Stat.es 

exports to India and the statement in your letter that the 

liberalization mentioned in sub-:paragraphs (i), (iii) and 

(iv) of paragraph 2 and in paragraph 3 coincides with the 

requests of the Government of the United States o-f- America. 

I have also noted that subject to periodic policy reviews 

and in accordance with the obligations and rights under the 

General Agreement on Tariffs and Trade, the Government of 

India hopes to maintain the process of liberalization 

consistent with India's development, financial and trade 

needs, fromwhich her major trading partners have derived 

and can_derive further benefits. I hope that the Government 

of India \-rill find it possible to give positive consideration 

to the remaining requests of the Government of the 'united 

States of America which we will recognize as further--
. . . . . . 

. contribut_ions by India in the .Hultilateral Trade Negotiations. 
-, 

2. I am pleased to confirm that my Government desires to 

implement the attached list "'A" of the Tropical Product 

offer by the Government of the United States of America by­

April 1, 19.78, and in any case will impl.ement not later than 

sixty days after· the exchang.e of letters. The Government -of 

--the United States of America will implement the concessions 

on the attached list "B" of this Tropical Product offer, 

unless_there is failure to reach satisfactory agreement 

with other countries who are principal or substantial 
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suppliers. In light of the above, if the Government of 

the. United States of America does not implement these 

concessions within a reasonable period o.f time, consultations 

will take place to determine alte-rnative concessions. 

3. The question .of permanent bindings of the concessions 

will be. addressed at the conclusion of the Multilateral 

Trade Negotiations or January 3, 1980, whichever is earlier. 

In the interim, in recognition of the contents of your 

letter, the Government of the United States of America 
. . 

. will provid·e maximum possible security for these concessions. 

Yours ~incerely, 

•. 



LIST 'A' OF TROPICAl. PRODUC';l:'S OFFER BY '!'!-IE 
GOVER?,JH?.:NT OF THE UNlTEO STATES OF Ar-tf.:R.ICA 

TSUS t~O. SHOR'I' D!_,-:SCRIP'!'Im:I 02 PP.ODUCT NF~! DUTY OFE':SR 

106. 60 

147- 9 2 

305.20 

305.22 

305.28 

335.50 

347.30 

Frog meat, fresh,chilled or 
frozen. 

.L-Iango2s ~. p:r-epared or preser;,red 

Jut.e yarns and roving, single 
under 720 yds. a lb. 

Jute yarns and roving, single 
720 yds. or over a lb. 

Jute yarns and roving, .plied, 
und:er 720 yds. a lb. 

~"Toven fabrics of jute bleach~d, 
colored, or flru.-ne-resistant. 

Narrmv fabrics, jute Hebbing 

2.5% Free 

3.75¢ 1 -;. 
-· ::>.,... 

per lb . per lb., 
. · .. -..... 

7. 5% 3% 

·11% 

10% 

0.2¢ 0.08¢ 
·per lb.+ 2.5~ per lb. + 1% 

1 Lt~ --., 5.6% 

*360.15 ex. Floor coverings pile hand-· 11% 8% 

360.35 

385.45' 

385.95 

43.5.70 

·516. 71 

516.94 

inserted or hand knotted 
valued over 66-2/3¢ per sq. ft. 
and not over 160 knots per sq. inch. 

Coir floor .coverings pile not hand- 5¢ 2¢ 
inserted or knotted. per sc;:. ft. per sq. ft. 

Bags, sacks, etc. vegetable 
fibers except cot·ton. 

0.2¢ 
per .lb. +1. 5% 

Free 

Coir pile mats and mattings . 5¢/sq. ft. 

$3.60 

2¢/sq. ft. 

. Opium 
per. lb. 

l-iiCa 1 CUt Or. Stamped tO (limen­
sions not over 0.006 inch thick. 

Mica, cut or stamped and perforated 
or indented, over 0.006 inch thick. 

Uica articles, nspf. 

; 

11% 
-.•. 

12.5% 

12.5% 

Free· 

4.4% 

5% 

5% 

The above tariff reductions \vill he implemented at the 
fastest ra·te permissible. under the United States Trade Act. 

*The· actual extent and s·taging of further reductions 
\·Till be \vorked out as soon as possible. 

Continued·p.2 

• 
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LIST 'B' OF TROPICAL PR.ODUCTS OFFER 3Y TEE 
GO~~TMEN':':' OF U!'TITED STATES OF ll.l-!ERICA 

SHORT DESCRIPTIO~T OF PRODUCT· 

Mango paste and pulp 

Castor oil, valued over 
· 20¢ pel;' lb. 

Ju·te co:::d::::.g2 not bl2::ched., 
not colored, etc. singles .. 
yarB under 720 yds. a lb. 

.~'IF~! DUTY 

79s 

1.5¢ 
per lb .. · 

10% 

OFFER 

2.8% 

Free 

4% 

The above tariff reductions will be implemented at 
. the fastest rate- permissible under the United States 
Trade Act. 
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XHE Pllli::iiDEL1T HAS SE~7 1 

THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

· WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

FROM : Ambassador Robert S. 

SUBJECT : Trade Agreement with 

Negotiators from my Office and the Government of Hexico have 
completed the terms of a bilateral trade ag,reement covering 
import duty rates and other conditions of trade for 35 

·products O·f interest to our two countries •. This agreement, 
although small in product coverage, is extremely important 
for the "Tokyo Round 11 of b-tultilateral Trade Negotiations 
{MTN) and for U.S. international trade policy because: 

{1) it is the f.irst agreement between t.~e United States and 
a developing country in the "Tropical Products· 11 phase of the 
MTN, i.e. the phase dealing with trade in pr.oducts of interest 
to developing countries; 

..... 

(2) it establishes tne principle that developing count!:ies 
will make at least some trade concessions to the United 
States in return for the concessions that we give them, 
which is a domestic political necessity; and 

(3) the agreement will be a precedent for many other 
agreements that we expect to negotiate with developing 

·countries, . and which will govern u.S. -LDC trade relations 
fo_r the next several years. 

The proposed U.S.-Mexican agreement, a copy of which is 
attached, calls for tariff concessions by Mexico on 18 
products with a 1974 trade value with the U.S. of $36 
million, and for U.S. concessions on 17 products with a 
1974 trade value with l-1exico of $60.6 million. The ·fact 
that the agreement prov.ides slightly greater coverage for 
Mexico, in current dollar terms, reflects our MTN commit.rnent 

· .. to provide "special and more favorable treatment" for 
developing countries , \'I here appropriate and feasible. 
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The agreement also requires Mexico to guarantee unlimited 
quantitative access to its market for nine products, quan­
titative access up to a specified le:vel for nine products, 
and in other respec.ts imposes greater discipline on Mexico's 
treatment of imports than has existed previously. The 
tariff benefits of the agreement will be extendedby the 
United States and Mexico to virtually all cour1tries, under 
the most-favored-nation principle. 

The agreement has been examined carefully and approved by 
all agencies of the Executive Branch that are concerned with' 
international trade policy. We have kept the Congressional 
trade · subcommittees informed throug.hout the negotiations 
that led to the agreement. Although implementation of the. 
agreement does not require formal Congressional approval, we 
have not been advised of any objections. 

If you approve our going forward with this ag.reement, I will 
proceed to sign it on behalf of t:he United States at a time 
that is convenient for us and for the Government .. of Mexico, 
probably during November. 

APPROVE . / 

DISAPPROVE 

····~ -
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The agreement also requires Mexico to guarantee unlimited 
quantitative access to its market for nine products, quan­
titative access up to a specified le~el for nine products, 
and in other respects impose_s greater discipline on Mexico's 
treatment O·f imports than has existed previously. The 
tariff benefits of the agreement will be extended by the 
United States and Mexico to virtually all countries~ under 
the most-favored-nation principle. 

The agreement has been examined carefully and approved by 
all agencies of the Executive Branch that are concerned with' 
international trade policy. We have kept the Congressional 
trade subcommittees informed throughout the negotiations 
that led to the agreement. Although implementation of the 
agreement does not require formal Congressional approval, v-;e 
have not been advised of any objections. 

If you approve our going forward with this agreement, I will 
proceed to sign it on behalf of the United States at a time_ 
that is convenient for us and for the Government of Mexico, 
probably during November. 

APPROVE - . / . 

DISAPPROVE 

··.JC_ 
-

. I 
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THE WHITE HOUSE 

WASHINGTON 

June 12, 1978 

Frank Moore 

The attached was returned in 
the President1's outbox: It is 
forwarded to you for appropriate 

handl;ing. 

Rick Hutcheson 

cc: Hugh Carter 

LORIMER RICH 
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THE WHITE HOUSE 

WASHINGTON' 

6/12/78 

MR. PRESIDENT: 

I concur with Frank's 
recommendation on this. 
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THE WHITE HOUSE 

WAS H. I NG·TON• 

June 9, 1978 

• 

MEMORANDUM FOR THE PRESIDENT 

FROM: FRANK MOORE filfltl'l 

Lorimer Rich., the archi teet of the Memorial and Tomb 
of the Unknown Soldier at Arlington National Cemetery, 
died on June 2, 1978 at the age of ·88. 

Mr. Rich's widow has contacted Cong.ressman Donald J. 
Mitchell .(R-NY) asking his. ass,istance in obtaining 
permission f.or her husband's cremated remains to be 
buried at Arlington Na.tional Cemetery. 

Although Mr. Rich served in t!he military during World 
War I (he designed g.as ma•s'ks for use in trench warfare) , 
he does not qualify for bllrial in Arling,ton under the 
present regulations, unless yoll· make an exception. 

I believe that Mr. Rich's contribution to the beauty 
of Arlington warrants his burial there. 

APPROVE 

DISAPPROVE 
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THE WHITE HOUSE 

WASHINGTON 

June 12, 1978 

MEETING WITH SENATOR MARYON ALLEN AND FAMILY 

Monday, June 12, 1978 
5:00 p.m.. (10 minutes) 
The Oval Office 

From: 

I. PURPOSE 

To greet the new Senator and her family. 

I I - BACKGROUND, PARTICIPANTS & PRESS PLAN 

A. Background: Mrs, Maryon (Mary-ahn) Allen was sworn 
in by the Vice President this mornin:g to succeed her 
husband, the late James B. Allen. A spe·cial elec·tion 
will be held concurrent with the general election in 
November. Alabama will be electing two Senators a.t 
the same time. Less than an hour after Governor Wallace 
announced that he was appointing Hrs. Allen, she 
issued a pre;ss s-tatement accepting the appointment and 
announciRg that she would run for the 2-year unexpired 
term of her late husband_. Governor Wallace had 
apparently considered running for the unexpired term 
himself but, at this time, he is probably inclined no!t 
to seek that seat. A recent secret poll showed him 
losing to Mrs. Allen by a margin of 69 to 21. Therefore, 
Mrs. Allen will almost certainly be in t:he Senate for 
at least the next 2% years. 

Shortly after Senator Allen had his heart seizuce, he 
re-gained consciousnes·s for a brief period during which 
he asked Mrs. Allen to carry on his work. We under­
stand that Mrs. Allen will follow through o.n conunit­
ments the Senator had made-. However, on other :issues 
she is expected to be considerably less conserv:ative. 
She is a bright, intelligent individual who make·s up 
her own mind. She will,therefore,not be a surrogate 
or a shrinking violet. From information we have 
gathered on her, we believe that her philosophy will 
be moderate; she will support the Administra·tion 
fairly frequently, but we will have to make our cas·e 
with her every time. 

At least through the remainder of this session of 
Congress, she will keep her late husband's conunittee 
assignments (Agriculture, Judiciary, and Rules) . 

... : 
; . 

:~· ' ' . • 
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Senators Kennedy and Metzenbaum lead an unsuccessful 
effort to have her removed from the Rules 
Committee. Senator Byrd kept her on that committee 
even though she promised only to "listen" to the 
view of the southern Democrats with respect to 
proposed changes in the Senate rules. When the 
opportunity presents itself, Mrs. Allen will 
probably leave the Judiciary Committee and her 
staff believes that she is now inclined to ask 
for assignment to the Banking, Housing, and Urban 
Affairs Committee. 

Maryon Allen was a newspaper reporter at the time 
she met and married Senator James Allen. During 
her early years in Washington as a Senator's 
wife she wrote a newspaper column for an Alabama 
paper. The column was called "Reflections of 
a News Hen." After a few years she discontinued 
her writing. Now she is interested in interior 
design and decoration. She also has been active 
in efforts to preserve historical places. She 
is an arrested tuberculosis victim. In 1968 she 
spent four months in a sanitorium for treatment 
of the disease and, since that time, there has 
been no recurrence. 

When Maryon and James Allen were married, it was 
the second marriage for each. Her first ended in 
divorce. She has three children by that previous 
marriage : Sanford (Sandy) fullins is a lawyer who works 
in the trust department of a Birmingham bank; 
John Pittman Mullins (Pitt) is a non-denominational 
preacher who we understand is an admirer of your 
sister, Ruth; Maryon (Monie) Mullins is a law 
student at the University of Alabama. 

The Senator's only child by his previous marriage, 
Jim Allen, Jr. will not be with Mrs. Allen this 
afternoon. 

Accompanying Mrs. Allen and her relatives will 
be Tom Coker who is Senator Allen's Administrative 
Assistant and to whom Mrs. Allen will look for 
advice and guidance. You may want to single him 
out for a handshake and something more than the 
usual courtesies (Coker had volunteered to be of 
appropriate assistance to us in acquainting Mrs. 
Allen with our interest in issues as they arise.) 

B. Participants: The President; Mrs. Maryon Allen; 
Mrs. J.D. Pittman (Mrs. Allen's Mother); Mr. and 
Mrs. J. Sanford (Sandy) Mullins (Mrs. Allen's son 
and daughter-in-law); Mr. and Mrs. James (Jim) 
Pittman (brother and sister-in-law); Mrs. Jack L. 
R~y (former business partner and close friend of 
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the late Senator Allen); Mrs. James D. Hillhouse 
(Mrs. Allen's sister); Bruce Robertson (personal 
friend of Mrs. Allen); Tom and Maxine Coker and 
their children, Louise and Susan, and Toni Michael 
who lives with the Cokers (Tom Coker is Senator 
Allen's Administrative Assistant); Frank Moore 
and Dan Tate. 

C. Press Plan: Full photo opportunity. 

TALKING POINTS 

1. At this time Mrs. Allen has indicated a preference 
to continue to be addressed as Mrs. Allen. You 
may want to call her by her first name to avoid 
any awkwardness. 

2. Routine courtesies. 
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REPORTED BILLS FOR F Y 1 9 7 9 

foREIGN AssiSTANCE 

HUD-INDEPENDENT AGENCIES 

INTERIOR 

lABoR-HEW 

LEGIS'LATlVE -
MILITARY CoNSTRUCTION 

PuBLIC WoRKS 

STATE-JUSTICE-COMMERCE 

1RANSiPORATION 

TREASURY-POST OFFICE 

T 0 T A L 

BILLS YET TO BE REPORTED: 

AGRICULTURE 

DEFENSE 

DISTRICT Of COLUMBIA 

OVER I UNDER B~DGET REQUEST 

• 

- 1130816861000. 

17412131000 

+ 64313301000 

2516571700 

4081113j000 

5317241100 

8412021000 

21112171800 

2818611000 

- 2174219031236 



ID 782974 

DATE:· 07 JUN 78 

T H E W H I T E H 0 U S E 

WASHINGTON 

FOR ACTION: FRANK MOORE ( LES FRANCIS) 1 "· 

\-~ te.~-- .JQ, C'~ ? 

INFO ONLY: STU EIZENSTAT JACK WATSON 

SUBJECT: MCINTYRE MEMO RE REORGANIZATION OF DISASTER HAZARD 

MITIGATION FUNCTIONS 

++++++++++++++++++++ I II I I I I Ill I I II I II I I I I +++++++I I I I I I I I I I I+++ 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) + 

+ BY: 1200 PM FRIDAY 09 JUN 78 + 

:!-+++++++++++++++++++ +++++++++++++++++++++ +++++++++++++++++++++ 

ACTION REQUESTED: 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD. 

PLEASE NOTE OTHER COMMENTS BELOW: 
........ 



THE WHITE HOUSE 

WASHINGTON 

June ~2, 1978 

Stu Ei.zenstat 
Jack Watson 

The attached was returned i~ 
the President's outbox today 
and is forwarded to you for 
your information. The signed 
original has been .given to 
Bob Linder for appropriate 
handling. 

Rick Hutcheson 

cc: Bob Linder 
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THE WHITE HOUSE 

WASHIN·GTON 

June 8, 1978 

MEMORANDUM FOR: THE PRESIDENT 

FROM: STU EIZENSTAT .~itc 
SUBJECT: Memo to Cabinet Members and Selected 

Agency Heads: White House Conference 
on Small Business 

Attached for your review is a memorartdum to be sent to 
Cabinet. Members and selected agency heads in support of 
the White House Conference on Small Business. You announced 
your intention to issue such a memo at the Sma£1 Business 
Awards Ceremony in the Rose Garden on May 2. 

Vernon Weaver has requested that, if possible, he be 
allowed to attend the Cabinet meeting at which.)!OU discuss 
this memo. ~ 

J 
Fallows has edited the proposed memo. 



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE HEADS OF 

EXECUTIVE DEPARTMENTS AND AGENCI~S 

Last month~ I announced plans for a White House Conference 
on Small Bustness, in J.anuary 1980. It has been several 
decade·s since any Administration has focused upon the· 
role of small business in the economy. By the time of 
the Conference, I would like to be able to show that the 
relationship between the Federal government and the small 
business sector has improved significantly. 

In order to further the objectives of that Conference, 
your agency should select, in cooperation with SBA, at 
least one important advance to report to the Conference. 
Ideally, this means developing an initiative that will 
be visible and completed or well underway by Decem=ber 
1979- . 

The initiative you select should be relevant and important 
to your consti tue.ncy, and to the small business community 
in general. An agency involved in regulation of small 
companies might, for example, simplify their regulations • 
. Agencies with substantial procurement activity might increase 
their procurement from small businesses. Other areas for 
programs include: capital development, government regula­
tion/paperwor,k, technology and indust-rial innovation, 
management assistance, minorities/women enterprise, anti-
.trust/consumer affairs/competition, international trade 
policy, agricultural policy, manpo.wer and human reso\:lrces 
dev·elopment, natural. resources/energy tax policy. 

To coord.inate this project,, please delegate as a liaison 
either an Assistant Secretary or Personal Assistant~ to 
deal direc,tly with the Honorable A. Vernon Weaver, the 
Small Business Administrator. He will discuss this request 
directly with you soon. You should develop preliminary 
options, in conjunction wi.th SBA, by the end of August 
1978. It may be useful to first select a few alternatives 
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for dis:cussion with SBA, and agree on the most acceptable 
program. The Domestic Policy Staff wi.ll conduct the final 
review of all options. 

Thank you for your participation in this important effort 
to assist our country's small businesses. 

J 
:I 
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T H E W H I T E H 0 U S E 

WASHINGTON 

INFO ONLY: THE VICE PRESIDENT FRANK MOORE ( LES FRANCIS) 

SUBJECT: 

JACK WATSON JIM MCINTYRE 

H. JORDAN (STEVE SELIG) 

EIZENSTAT MEMO RE MEMO TO CABINET MEMBERS AND AGENCY 

HEADS: WHITRE HOUSE CONFERENCE ON SMALL BUSINESS 
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PLEASE NOTE OTHER COMMENTS BELOW: 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 8, 1978 

THE PRESIDENT 

STU EIZ.ENSTAT .s-nc 
Memo to Cabinet Members and "8&1;ee:e8d 
Agency Heads: White House Conference 
on Small Business 

Attached for yourreview is a memorandum to be sent to 
Cabinet Members and selected' agency heads in support of 
the White House Conference on Small Business.. You announced 
your intention to issue such a memo at the Small Business 
Awards Ceremony in the Rose Garden on May 2. 

Vernon Weaver has requested that., if possible, he be 
allowed to attend the Cabinet meeting at which you discuss 
this memo. 
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MEMORANDUM TO CABINET MEMBERS 
AND SE;I;ECTED AGENCY HEADS 

Earlier this spring, I announced that the Administration will 
hold a, White House Confer·ence on Small Business in January 19-80. 
It has been several decades since any Administration has focused 
major attention on the role of small business in the economy and 
by the time of the Con.ference I would like to show that the 
relationship between the federal government and the small business 
sector has improved significantly. 

In order to further the objectives of that Conference, I would 
like your agency to select, in cooperation with SBA, at least one 
specific and significant improvement which will be in place or 
far enough along to warrant reporting to the Conference. Ideally, 
this means developin.g an initiative that will be visible and 
significantly underway or in place no later than December 1979. 

You know the ways in which your department or agency are important 
to small business and the initiative you select should be 
significant to your constituency and to the small business 
community in .general. For example, if your agency is involved in 
the regulation of small companies, the development of a simplified 
system for small business may be appropriate. If procurement is a: 
major activity, substantially increasing your small business 
procurement may be appropriate. As a checklist from vlhich to 
s.elect possibilities, the following list may be. helpful: capital 
development, government regulation/paperwork, technology and 
industria~ innovation, management.assistance, government procure­
ment,. minor.± ties/women enterprise, antitrust/consumer affairs/ 
competition, international trade policy, ag.ricul tural policy, 
manpowe<r and human resources development, natural resources/ 
~nergy tax policy. 

In coordinating this request, it would be helpful for you to 
delegate a•s l.iaison one person at the policy level, either an 
As•sistant Secretary or Personal Assistant, who can deal directly 
with the Honorable A. Vernon Weaver, our Small Business Adminis­
trator. He will discuss this request directly with you and your 

to.l.leagues. .in. the n .. ~ar future. We expec.t preliminary o.ptions to 
e developed in conj.unction with SBA by the end of August 197 8. 
s a first step, it may be useful to select a few alternatives 

-for discussion with SBA and mutually agree on the most acceptable 
alternative. Final review of all ·Options will be done by the 
Domestic Policy Staff. 

Thank you for your participation in this important effort to 
a-ssist small business in our country. 
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THE WHITE HOUSE 

WASHINGT.O.N 

June 12, 197.8 

Jim Mcintyre 

The attached' was, returned in 
th-e,President's outbox: n is 

. ·forwarded' to ·you:·-for appropriate 
hand~ing. 

Rick--Hutcheson 

cc: s~~!s~=~ ~:-I( 
REORG~z:&ION OF DISASTER HAZARD ,., .. ;;I 
MITIGNPION FUNCTION'S . . 

'".:,. 

·.; 

d2~91t/. 
-~q_1·f 

··.·, 

... -· :_ . 
. . -·: 





- -FOR. STAFFING 
• FOR INFORMATION 
/ FROM PRESIDENT'S OUTBOX 

LOG IN/TO PRESIDENT TODAY 
IMMEDIATE TURNAROUND 
NO DEADLINE 
LAST DAY FOR ACT_ION - -

ADMIN_CONFID 
CONFIDENTIAL 
SECRET 
EYES ONLY 

VICE PRESIDENT 
I/ EIZENSTAT 

JORDAN ---
ARAGON 

KRAFT --BOURNE 
LIPSHUTZ BUTLER 
MOORE H. CARTER 
POWELL CLOUGH 
WATSON COSTANZA 
WEXLER 

I BRZEZINSKI 
lL MCINTYRE 

I/ SCHULTZE 

CRUIKSHANK 
FALLOWS 
FIRST LADY 
GAMMILL 
HARDEN 
HUTCHESON 

ADAMS JAGODA 
ANDRUS •LINDER 
BELL .HITCHELL 

_BERGLAND MOE 
BLUMENTHAL PETERSON 
BROWN PETTIGREW 
CALIFANO PRESS 
HARRIS .RAFSHOON 
KREPS SCHNEIDERS 
MARSHALL VOORDE 
SCHLESINGER WARREN 
STRAUSS _HLC:l<' 
VANCE 



.~~ .. 
·;.: flr_Peel>iftrdllliP81 ..... 

EXECUTIVE OFFICE OF lJiE PRESIDENT 

OFFICE OF MANAGEMENT AND BtiDGET 

WASHINGTON, D.C. 20503· 

June 6, 1978 

MEMORANDUM FOR THE P:JiESIDENT 2::: 
FROM: James T. Mcintyre, Jr 

SUBJECT: Reorganization of Dis azard 
Mitigation Functions 

This is in response to your request for a summary of 
the considerations involved in deciding whether or not 
to include the two major haz'ard mitigation programs in 
the new emergency preparednes~s agency you approved 
last week (Tab A). These programs are (1) The Federal 
Insurance Administration (F.IA) in HUD, and (2) The 
National Fire Prevention and Control Administration 
(NFPCA) in Commerce. 

The new agency that you approved as a result of your 
decisions on my May 25 memorandum can s,tand alone 
without FIA and NFPCA, and indeed will correspond to 
organizational patterns that have worked relatively 
w~ll in the past. It is quite similar to the recommen­
dations of Senators Proxmire and Percy and a host of 
House Members· resulting from a year-long investigation 
of emergency preparedness by the former Joint · 
Congressional Committee on_Defense Production. Its 
focus will be on preparedness for both nuclear and 
natural disasters, and disaster relief. 

My supplementary recommendation-that the new agency be 
given an organizational theme as the focal point of 
hazard mitigation authorities-is a bolder and more 
farsighted initiative. 

"Hazard mitigation" (or "hazard reduc.tion" as the 
concept is often called) is a new thrust in the Federal 
Government's involvement in disaster assistance. It is 
the principle that potential disasters can be averted 
by formulating land use and building standards in such 
a way that people and property are made less vulnerable 
to the effects of destructive phenomena such as fires, 
storms, floods, and earthquakes. The central idea is 
that if these events cannot be prevented entirely, their 
effects can be minimized by building structures that can 
withstand them or by keeping people away from zones 
where the danger is predictable. 
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Frank Press, with whorn the PRP worked closely in its 
study, is a strong proponent of hazard mitigation and 
is writing you a separate memorandum on the subject-. 

Hazard mitigation has gained support in the environ­
mental and academic cormnunities, and has been applied 
by Congress in several laws passed since 1973 '(including 
the Flood Insurance Act of 1973, the Fire Prevention 
and Control Act of 1974, the Earthquake Hazard Reduction 
Act of 19'77, and parts o.f the Federal Disaster Relief 
Act of 1974)·. It is a different concep.t from "disaster 
E>reparedness" (planning to rescue lives and property 
when a disaster occurs or is imminent) and "disaster 
relief:". (cleaning up after a disaster has taken place) , 
both of which will clearly be responsibilities of the 
new agency you have approved. 

Th.is reorganization provides an opportunity to incor­
porate and balance the major Federal preparedness, 
relief and mitigation authorities in one agency, within 
which more rational decisions can be made on the relative 
costs and benefits of these alternative aJ!>proaches to 
dealing with disasters. In order to have a critical 
mass of hazard mi tigati:on authorities and resources, _the 
FIA and NFPCA must both be included in the new agency. 
They are the only -operational mitigation prog-rams (the 
Earthquake Hazard Reduction program and the FDAA 
authorities have not yet been implemented) • This proposal 
is controversial, because it is opposed by the parent 
Department· of each program and will meet probable 
obj:ections from several key Senators on the Commerce 
(NFPCA) and Banking and Currency (:FIA) Committees. 

As spelled out in the May 25 memorandum, and in an 
excerpt from the PRP task force. report attached as Tab B, 
the FIA devotes almost all of its resources to identifying 
f.lood hazards and stimulating local ordinances which · 
regulate future flood J!>lain developxnent. The FIA also 
carries. out several non~mitigation activities (contract-
. ing for insurance sales and claims work, urban crime and 
riot reinsurance, insurance consulting an_d industry 
investigations) that we recommend also transfer-at least 
temporarily-. since the approximate-ly 10 percent of the 
FIA staff devoted to them woUld be too small a nucleus 
to carry on independently. 
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The NFPCA is also a mitigation program, concentrating 
on research, data collection, and fire education. It 
is not involved in fire suppression. The .program is 
described in an appendix to the 'PRP Report at Tab c. 
We have agreed that the program will retain its 
identity in the new agency, a neCessary condition to 
preserve the prospect that fire service organizations 
and Members· of Congres·s sympathetic bo therri will 
support :transfer of the program. 

The :following additional considerations are relevant 
to your final decision: 

o Separation of the major mitigation programs results 
in overlapping. and occasionally inconsistent 
Federal directives regarding mitigation standards. 

o There is no. pressure now from the public or Congress 
to consolidate the mitigation programs; while the FIA 
and NFPCA have some problems, their locations in HUD 
and Commerce are not the cause of them. 

o In order to preserve your options, we have as yet 
made no effort to sell the hazard mitigation package 
to the Congress. Five Senators (Cannon, Ford, 
Magnuson, Pearson, Stevens)· have opposed transfer of 
NFPCA. Only Senator Proxmire has opposed transfer of 
the FIA. No House Members have opposed either trans.fer. 
TWo explanations for this opposition are (1) possible 
threats to Committee jurisdictions, and (2). heavy 
Commerce and HUE> lobbying against. the transfe.r. 

o Some proponents of the.mitigation principle ·(including 
environmentalists, the insurance· industry, and 
Secre.tary Harris) may argue that associating it with 
the disaster relief funetion could result l:n weakening 
rather.than strengthening. the mitigation concept, · 
although FIA and disaster relief (FDAA) are already 
co-located in HU'D. They will want assurances from 
the Administ·ration that mitig~tion· will be emphasized 
in appointments, authoritie.s, and internal struc:::ture. 

o The benefits of mov.ing towards a mitigation strategy 
will be reaped in the· future; the costs, in political: 
controversy and jurisdictional disruption, will be 
incurred right away. 
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o The problem of where to assign the FIA's non­
statutory insurance investigatory and consulting 
role has been troublesome. Our recommendation 
that the FIA be. trans·ferred intact may be only a 
temporary reso:J.ut.ion, and is o.pen to cr..i.ticism 
on those grounds. 

Our recommendation is indeed a bold.one and sub...: 
stantively valid., but passing it s,uccessfully will 
involve th-e expenditure of some political capital. 
If you do not approve the transfer of FIA and NFPCA, 
we shall still have, on the. bas.is of the decisions 
you have already made~ a workable and relatively non­
controversial organizational initiative which will be 
readily embraced by Congress and the public. 

. ~··; .. 

Include the FIA and NFPCA in the new 
agency, weighting disaster mitigation __ 
as a central organizational theme ~ 
{OMB recommendation) • <::7 

Limit the new agency to preparedness 
and relief activities, with disaster 
mitigation a minor and limited 
responsibility • 
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THE WHITE HOUSE 

MEMORANDUM FOR THE PRESIDENT 

FROM: FRANK PRESS #J 

WASHINGTON 

June 8, 1978 

This memorandum comments on and supports Jim Mcintyre • s memo on 
reorganization of disaster hazard mitigation functions. 

There are two essential approaches to reducing the adverse effects 
of large-scale natural disasters. The first is by planning for and 
providing post-disaster relief and rehabilitation to individuals, 
businesses and communities that have suffered damage. In some type of 
disasters -- notably those caused by wind and, increasingly, those 
caused by flooding -- insurance also plays a significant role. The 
second approach consists of taking a variety of mitigation 'actions 
before the event. 

Relief and rehabilitation (and preparedness to undertake these 
post-event responses) have heretofore been the principle Federal ap­
ppoach. Advances in science and technology, however, now give us an 
option to pursue the mitigation approach with more ass.urance of success, 
especially in the long run. The advances are in several areas: 

. Our scientific and technological understanding of the 
causes and patterns of natural disasters has improved 
greatly. While control oi amelioration of events, e.g., 
seeding hurricanes, does not yet hold much promise, more 
accurate forecasting of severe storms, short-term climate 
variation, earthquake hazards, etc., is becoming possible. 
This significant increase in our understanding will give 
us a capability to furnish more timely wa·rning of impending 
disaster to affected populations, and hence reduce loss 
of life. 

Advances in the engineering sciences have given us a deeper 
understanding of the responses of structures to the loads 
and stresses associated with natural hazards and significant 
opportunities to increase the capability of these structures 
to protect more fully its occupants during a disaster and 
withstand forces of a natural event. This increased know­
ledge is beginning to be reflected in construction standards, 
buHding codes, and local development and siting decisions 
of States and municipalities. 

Mitigation actions are becoming particularly urgent because of 
two major recent developments. One is the increasing concentration of 
our population in high-hazard coastal, river, and mountain areas in 



r.esponse to the attractive life styles that such areas offer. The 
other is the increasing cost of relief and rehabilitation for natural 
disasters, a cost that is averaging .about one quarter of a billion 
dollars per year for the past five years from the President•s Disaster 
Relief Fund alone. It is, therefore, clea·rly in our best interest to 
take advantage of our improved knowledge to start reducing this burden 
by taking actions before the events occur. 

Several Federal Departments are now playing a significant ro.le 
in sponsoring these sci enti·fi c and engi neeri:ng advances. A la·rge 
number of organizations in the private and public sectors are partici­
pating in this effort. However, a coordinating function for mitigation 
is essential. I believe the proposed Federal Emergency Management 
Administration (FEMA) is the proper entity to perform this functi·on. 

Post-dtsaster relief and rehabilitation and pre-disaster mitigation 
are complementary and not mutually exclusive strateg.ies. Both long- · 
range and day-to-day- decisions often should take both into consi·deration. 
Today, however, that is not always the ca·se, because the decision-
making responsibility is fragmented among several Federal entities. 
The single coordination agency proposed by OMB could start handli.ng 
this and. sim:ilar problems in a comprehens.ive way, mindful of competing 
resource requirements and following flexible strategies to suit differing 
hazards and appropriate Federal, State~ local~ and private roles. 
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THE WHITE HOUSE 

WASHINGTON 

June 9, 1978 

MEMORANDUM TO THE PRESIDENT 

FROM: FRANK MOOREftJI!4 

SUBJECT: Congressional Reaction to Transfer of 
Federal Insurance Administration and 
National Fire Prevention and Control 
Administration 

You asked us to do a congressional assessment of key 
members to the transfer of the two above-mentioned 
units to a new Emergency Preparedness Agency. 

Federal Insurance Administration (FIA) : In the Senate 
only Proxmire is opposed to the transfer of the FlA. 
In a May 24 letter to Harrison Wellford, Proxmire stated 
he does not see any compelling reasons to transfer this 
unit to a new agency at this time. His staff feels he 
is not irretrievably opposed however if given reassurances 
that FIA would maintain its "prevention" mission and not 
be dominated by an agency whose central focus is disaster 
"response". Additional concerns regarding the placement 
of this unit in the agency, as well as some discussion of 
budget and personnel, might prevent Proxmire from 
opposing the transfer. 

Senator Muskie, who will chair the hearings on this plan, 
supports the transfer of F~A and would like to see you 
approve the move. 

In the House, Congressman Ashley opposes the FIA transfer, 
feeling it was placed in HUD due to HUD's ability to 
administer a unique set of standards that are attached 
to the program. Ashley and Henry Reuss have recently 
sent you a letter expressing their strong reservations 
about the transfer. 

National Fire Prevention Control Administration (NFPCA) : 
Muskie supports the transfer of NFPCA, feeling its role 
in the new agency would be compatible with the new agency's 
mission. Senator Magnuson, a·s well as Senators Stevens, 
Cannon, Pearson and Ford, all oppose the transfer of 
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the Fire Prevention unit. They co-signed a letter sent 
to you a few weeks ago outlining their specific concerns. 
A recent check reveals no change in their opposition. 
Their concerns center around the "prevention vs. 
response" issue. Cannon~ Stevens and others remain 
unpersuaded that the submersion of NFPCA can be avoided 
if placed in an agency having a "response" orientation. 

Discussions with several o.f these Senators and their 
staffs reveal, however, an opportunity to bring some 
if not all of them around on this issue. The single 
most important issue to Magnuson, Stevens and others 
is the National Fire Academy.proposal pending before 
OMB. This proposal requests a funding level of 
approximately $6 million dollars. OMB is currently 
reviewing the proposal but has several concerns about 
the program. Magnuson would like the Administration 
to approve the funding immediately. Resolution of 
this issue would go a long way toward resolving 
congressional problems with the transfer of the NFPCA. 

In the House, we talked with s.everal members of the 
Science and Technology Committee, including the staffs 
of Chairman Teague, Congressman Thornton, Congressman 
Hollenbeck and others. There seems to be no strong 
opposition to the transfer if "prevention" can be 
established as a central focus of this agency. 
Additionally, the funding of the proposed Fire Academy 
is a crucial item with them. Staff feels that if the 
Academy is not approved, opposition to the transfer in 
the House will harden and be magnified by the Admin~ 
istration's refusal to grant this funding. Their 
position was not negative but the Academy approval 
question and other general assurances regarding the 
mission of the new agency will play a key role in the 
amount of opposition or support to this transfer. 

One final note: Neither Chairman Brooks nor Frank 
Horton have. any concerns over. the transfer of these 
programs. 
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E>~ECUTIVE OFFICE OF THE r·!~ESI DEI-.JT 

OFFICE OF 1-1/.t.U·.GEMENT /• NO BUDGET 

TAB A 

-----

FH0.:-1: James 'I'. r-1c In tyr c, 

SUBJECT: Reorganization of Emergency Preparedness and 
Respon~:e Progr.ams 

This memora:-:du:n s urn.'T'.ar i ze s the attached reorganization study 
of Federal e~ergcncy preparedness prog~a~s. The objective 
of the study ~as to develop an appropriate org~nization of 
Federal aut~~rities to deal with events that physically 
threaten tbe l:i.vo::; and propert.y of the civili2.n ?Opulation. 
v1e recomnH-;nd th.Jt certain er:-ter~~cncy pr29arednc.ss and response 
authorities no~ s8grcgated in eight Fc~e~al agen~ies be 
consolidate~ bv reorcaniz~tion plan into a new indeoendent 
ageJ'CV re~-.~- ~ :,,-, c·o t ....,.<> r:ccsid~-~nt. Th" s accio~··ou ~-:,-p-.;.-;,ni t 
~liwii~~;~;;1--o-~ to;~; ol-T .. t-.hc~<~ a.c_;cn~les and ~t;ea~lin;"~rie 
operations c~ the other fo~r, without di~inishing the effec­
tiveness of their remaining functions. 

I. CURRENT STRl;C:Tt.m2~ 

~{nee 1973, thr~~ agencies h~ve h2i r~sponsibility for 
broad planning ar.d coordinc.tLlCJ niE:.sio:·:c:; in ailticipation of 
and in res?onsc to civil emergencies, u~~er authoricios 
vested in the President: 

0 'rhe Federal Prep2redness }'-c~!'·~)~ ( ??.~.) in the G8noral 
Services 7:c,ninis,:r2tiGa (CS.~d coorcinatcs civil 
prcpa.r0clncss policies a-n.d prog.rc:T:'ls. 

0 The Defense Civil Prco~rP~ness ~~encv (DCPA) 1n the 
ncp.:1r t.i~~2n L--o-Cne:?en S·i-~1)~~5)- :::2:-;~l G-:_~,-.:_:;-rs the ci vi 1 
defen!';c proyram throc1c;h fininci2l G.ssistanc-2 to State 
and local govcrn~ents. 

0 The fc,!cr:lJ il:i~;c:~;tcr !\"s~ st.r.~~cc: .:\-:::~inL:;U·::ti0:1 (FD.:'l.!>) 
i 1 t t ·i1 c~ -L )-~., ~-j-:lJ--~-;--~--~~~1- r-:~- -·-;::-f~~)ll:.~ -~!~:~-::-j~;cl---~ :· ;) z.tn -I)2\:--c-J.-0 i~ _:·.c c t 
(l1LlC·~ CC)~):_·c~j ~-~:: t·c:~-~ .-'c(lc::-.-~1 :-: .. :tu!·-~1 c1is:.\~~:-c: rc~l i·2f 

()F"-:1~at .irJ::~ ~1::c~ .;.l·~::-~ln.i.stt~J~.;._~ \.1 ~;:-.~ill r1~1tur:!l cii:~:1stcr 
~~~-c·f)2::-c-::dl--.~:s~.; ~)Late ~Jl.-,-1n~ 1~~:.-~..JSJ~~lt~\. 

--. 
( 
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l·'urth~r co~r:;-.L~c?tl:VJ J:lw o:_·cJi.'l1l?utlon~~l p:1.~~\,n:~ .~~:~;OQ('{,~m.f · · 
t>l.Hl~ ~1tat0 and loc<rl 99v~r;!J::cn~:? c;1r9 t}!e ·_ fF?P~>~*fl~):JJ't, ·:t·':?· ~ 
~:~.. v711~n pr~r~redncs·~, m1 ~l~~'!t~9•'~t .Jmg .•r99f!:9J}_~r· 19.f~:.I!er\lr,ftt,t 
'-lCCl dent ill, .and v,r~rtJ;mc c 1 v1l ern:!r<;;ong:J..~fii . .'\1 

\:: ., ~. \ -~.~::;Y:-':·:< > .: :' 'F,., 
-. · · · · · · .... : .. ~~-~-->-: · :~<: .. _.:·~:··~:;,..:·r··,r.:-:.~:·\_-,.:·_;<·.~~·:~ ··>: .. i:-·\. ··· ,:_·.:· ·· · .· · ·· · 

.. . . .. -,.. .. ;,:··. 
:-:~:.'··:·; __ -: .. ·· ... ~ ~~ 

. . ·: '· . II. . ' 
- ' ~ 

.: '-

O~r technology-dependent ci~ilian.so~iety is .yy~~9f~~l' 
not only to natura~ phenop:ma, but all50. t,q :n~lj,tc:if¥. -~nd ·' 
tcrr9rist action and to nanrnadc clisastGl:":;i-,vpichcraQ.g~<J;f'(!ffi 
qar.1 failures and blacJ~?uts to c;hemical anq' ri;ld:i.Q;l,PQ~Ga,:L :, 
a~cc ~dents. 7\ecogniz ing this,. t:he ~tate~· 9~0. JC?ca.~ ,ggyet"nm~ni;s 
have ~quipped thcmsel ves •,,'i th putho:r.it~.ef>. ~ll¢' prgar\~;z;-~t.;i.9ns · · 
\-lhich permi-c. ·an "all-hazard" appro~ch t9 ~rn;;n, ... g~~cr ft~nri~P~· 

. . .· . .· . ' :~ . : . ·~<·. . .. '}1,: • ~ • ,. ,i 

HO'.·.·ever, the Federal Government's organization· fof. .· 
carrying at.:: its responsibilities in civil err.erg.::mGy prc­
parednesB, :-:-.:!.tigation ar1l n~sponse ha::i histof'icall~· p~en 
unstab.le ar.:: is currently in disa:rray. ·. · ·· 

It has !:een the target of severe criticism py Congress, 
GAO, Feder~] agencies, and especially State and locai govern­
ments. A long list of problems (on pages 5~6 of the·background 
memorandu::-: a.:-..d pages 2-10 of its Appendix A) ha5 been documented, 
including: 

III. 

0 Lac-k of accountability for performance_ below the 
Presidential level. 

0 Duplication and overlap in relations ~ith the States. 

° Conflicts over authority and jurisdiction. 

0 In(lccision on policy questions, such as the "duo.l usc" 
of resources for bo~h natural a~d wartine civil 
emergencies or the relative em~)h.J.sis on disaster 
hazard reduction versus disaster relief. 

° F1·equcnt Exccuti ve O!:fice intervention to devise 
responses on an a-d J-:o(~ basis. 

Th.:: r: col~ir:~cn,1.:-l t io:1s \,·hidl follo· .. ; a :·e bascJ c:·:pl ici tly on 
a f;ct o~ !Ol:icy :>~·.i::ci;:·lc:~ ;;l1ic:1 arc' COJ'o.t,rovcrsi:tl bt:~t c~>senti~:~ 
to <t n ·,: :·!. :~! :· :-~ !: ..1!1 ,; i.J::; o: l Lc r (:C c::'i::'-' 11:.:1 cd c llan 0 ._! ;; : 
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.o Dual U;:;c. Civil defense sho-ulq. n9t OC:!PeJ}g' qn' p. 
·.-.·-·· 

- ,''·.' 

segrcgat·•.:.!d ancl reserved E;ot of ,resources'.· •rne';~ .·. . . 
COII\Irlllj') ica t ions' ~larning I evaci.~.:ltion I. anq egu~~t:;icm ,· ' . ¥.< :. •' 
plannin9 proce~ses invol yed in prepc:~;rbclnefii~·(t.gf'i . , -'1 • · 

m.1clear attack ~hould be dcvclpped, t95ted, ~n~l\l~eq •. 
J?J.:" na t"1r itl_ and··· ace idcnta:t. aJs~f:i~~rs . ~-~ ·· r1§.~t ~·~"-{::·. •·:,·.:: K·: · 

- ·: • :1 

0 Executive; ResponsibilitY..·· l\n~;c~pi1t~9n of ~nq >· .. 

planning for civil c~ergenci~s·is An ~~por~~~~­
executi vc respon~ibili ty ~ dcp~rving r~94ia~ · ·r · · ·· 
attention and emphasis at the highest~levels hf 
the Federal structure incl\,lcllng -~h~ ·White"; JiQH~:~ . 

. ' .. ' . ~ . : . : . ' • 
0 State and Local Hole. aoth attack and na-turi'. · 

oisast.er preparedness prog,rpms r:IU~t· p~ founch~.;; 00 

existing civilian organiz(!tion Cin4 resou;c~~which 
are· primarily at State anq local ·levei? ~· ·· .·. · · 

· 
0 Use of In~Place Federal Resources. Emergency 

i-espo:-:s ib'l-lities should be· e:~:tcrisions of· regular 
ag.ency missions Tilhenevcr possibli=::; the primary 
organizational task is to coordinate, under · 
emergency conditions, resources that have other 
uses on a day-to-day basis. 

V·· 

o Mitigation. Hazard mitigation--reducing vulnerability 
of people and !:;roperty throu0h sensible regulation of .,/ 
1and us<:! and bi.iilcinq standarjs--should be a central 
long-term thrust of Federal involvement in natural 
disasters as an alternative to disaster relief. 

A. Consolida·te FP.Z\, FDA..i\, and DCP.; 

'l'hc ne\·7 ~gency (see l~?penclix E of a ttaclm12nt) \-IOuld 
develop and coordinate Federal prograns for the protection 
of civilian p.::;pulatio::, resources, anj governmcnt::!l authority 
ilt all stage.s p1·eceding, during, and follm·ling a major natural, 
accidental, or wartime civil e~ergcncy. · 

'l'he l>enefits expected from this consolidation (stated 
more fully on pages 10-11 of the ilttac~mcnt) include: 

' .. 
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o · ~r~<:~t inq a ·s·~n9l'ci .. qccount~~l:llo ·ot~·:~·9iA:J.\·~~H :'R~i:P~.:·;q# ::' ·. 
cont<tct for Statc .. ancl ~o~.:~I gov~rnrr.ontsr ·~·:;,·:}·,;;g;~~..r;t.;,~':·'·,, ·.· 

0 

.. -by pt;..te '.lnd ~O.Cf\~ l.ntprGst •gr9VP~;· <.ll.t.··~:g:: 99'l~ffl9:Piii ;.··: ·. · 

,.-eh~ ·. h~~~::r:~.~~~~-ti ~- i·:~~;itv~~o~~~h:.~t:~-~~~~f:\i·9_[~~~~/~.~~}_: .· ...• ~_·· .. 
0 .· Prov~ding ~ign,if~9~;,t · ~c;n~~ryie~. thrqugh ···;c~mRipi~g :. · .. 

· dup~ ic~t i ve reg i~~J:riql; st;J:ucturc·~- ~.ncl F!;:Q,\JJ1q.;},n~::~9ta · 
p:rocessin-g and pol ~cy analy fi~ ~ · syst;.~ms. ·, · · · ·." 

. ·, •.; ' . ' . ~- . ~ .. :: .. : .. : ."' 
·,. . . ~-

The cost:s und pote11tial druv.rl?.::!dm · includ~ :· 
. - . . . . ·. . . ~. . 

0 Pos-sibly deemphas:j.:zing e•i ther na.turnl d.lsaster or 
at:tac:<: preparedness in an agency conhip.irg bath~ 

0 Disrupting, for a brief period,· e·~tablishcd capa­
bilities and requiring one- time dolle!l" costs during 
process of change. 

0 Possibly incrca.sing budgeL pressures from 'che Sta.tes 
who might expect " rno.:::-2 sy!:•pathetic henring from an 
agency organized along th2 same "all hazard" principles 
that State organizations follow. 

\\'e believe that the political and mana;ger:H~nt benefits 
substantially exceed the costs and that tl~ latter can be 
minimized by determincC:! and effective leadership by the head 
of the new agency. 

In reaching this conclusion, we considered other alterna­
tives. Option 1 v:ould crcc:,te a policy pl-:-..nning and coor¢1ina­
tinCJ grm ... 1p at.taC!\ed to an e::-:i~;ting a.g.ency or to the Executive 
Office to respo~d to some of thesq problc~s. Such a body 
would not respond to State and local needs and would be 
unlikely to be more succcssf t: l than prior coordina tiof}. at tempts 
have been. 

Option 2 would sep~ratc naturol disa~~er nnd nuclear 
prcp:1rcdness pro(_p.-a:~~;, pl~1cinr; the ~·-·~Jt'.:c~r in ;:o:::cnsc · (includinCJ 
tho civil c1ct.:-)n~;.c policy::-.ukin-~1 respon:;ibil ~t.1os nO\·: loclc;ed in 
FPh.). 'l'he rt::)V:l::::x~d pro:j:.-uCl •.,·ould C(-'lltt'!.- on c~.r.:!c:u.::~tion ,·md 
fa) h:,~:t prot.r.cti~n. ·_ 'I'h.i.s option ~l\'()j_ds th·-~ pos~ih:i-lit,y o.f 



·:._·,~-

-·· ·.-·. 

·'.·· 
·' ' · .··.·····~· ... i ·: .:·L"~jl 

·•. · •. · i' , ,,;•. i;,::;}·/:;; 
.. 

pavin8 .one· ¥unction dcerr.phusizcc1 ~n t~v9r .. ·pf:' tn~'· qt;~f#{,. _: ~t:' · .. , ·; r;: 
a~ so. uv9ids Defense's 90~ccrp that· moyirr~f Pf;:;Vt\'~gl:lt>t~(.t\9.~t~hJ~~· ::':?:',:;:·,::.f: 
w1l~ be. S:E,!cn as do:mgr~d1pg th~. fl:'I)PtY:?n, ·•·\~:q.'fr9l:·~t:~Qf}'1~Y'i.r:;-..::.;~,!'!·t;.:;·:s· 
t.hat tlus alt.c·IrnntJ.VC lf.i the w.rong chq1ce, al)d '·'{~+l:J?~~~Jd:~.t~,~Y1iilr'. ,· · 

· ~y oppo~eq by Stat:e ang. local gove,rnffi?J~tr~ q,pq Con~r~;J~'':/\('';,.:,~~:: <: :. :_ · 
l.~PoJ:cs.t~e f.:iCt tha1;. pt~·te ~nd loc.~+ .. CJqV~fii~~~t;.§·.f!'M~,:··~.@t~f.:Y' ,_",-
QUt a ClVl;l defense pr·og:pa,m, ~nd thflY' Of.Vf;:'·: ~~tt~~ ~.PJ~Q,J;~~~:::~'. .:_. 
in ~evoting :csO•Urce·S tO a progrqffi ,t,lglf ~§ Uf:lf~$~OZ+~f~¥~ ~~~~§;:~~ •' ·,' ' 

. t~eJ.r o·.-m pr 1mary concer11s abQ';l1;.. na~~r~l. · qr~ ~c;~·~.a~n~~~·.:'::.,:. ... ,<, ': ..... 

f:hsasters. \·le feel that. the 9~Y+~. ~=l~'QP~~·· p~·psf~f!f~~~lJ1""p~· . '.··· i, · 

(as it, ~a7, . f;-om 19 ~Q · t~ l96t~ '¢.~f~i~~:'1 9-J\~~ ·~g~~ trJf.~~~+¥.~~¥ · .:··~ 
un(ler CJ.V:t..l~~n ~ea¢er~~·ap tn~n B¥. P9Qi;:,'lht9H Q~f?, P.~fg~Jl~;.:·; .. ' < :: ··.· 
~ig,ni,.£ ic~nt gr~p1;. (?fC?~:rfims ~. · - ···· ., · ,,., .. ;:'':·.·fl:\>'i :'(: .·'';:;.:," · :;·y '41;:"7.'/·:;·:·:::·. ·. 

·.~ :. I • ··<,:·-:.: . • ~ ' 

Agenc~ Views 
;:. .·,··. 

All,. agencies except those lo.sip.g progfa~s (~vo~ ~11~~ ·r~com­
mendation. HUD e>~presses reseryation? ~boq.~ the pppsolic;1tation 
but do~s not oppose it. Its reservat~ons inc:~udea ~e~r that 
t;he proposal may increase pressures for inc~e'ased ClJs~~ter · 
spending, that it may submerge either civil defense·q;r: na.tural 
disaster p=eparedness in favor of the other,·en~ ~haf:it ~ay 
expose the ?resident to mo1·e direct criticism· when +~lief · 
operations do not go -v;ell. GSA· will support th~ recommendation, 
but prefers a more limited policy planning and coordination 
group attached to an existing agency. DOD opposes the 'loss 
of DCPA and favors Option 2 above. DOD has rejecteJ a proposed 
agreement under which DOD would retain civil defense policy 
guidance and budget revie\v authority. · 

DECISION 

v' Consolidate FPA, DCPA, and FDAA (OMB, DPS, 
NSC, CEh recommend) 

Create policy planning and coordination group 
{GSA recommends) 

Separate natural disaster and nuclear preparedness 
programs (Defense recommends) 

B. Create an inde~cndent agency to house the 
consolid-atNl U:li ts. 

(This and suhscqucnt decisions arc relevant only if you 
have approved the O:·m rcco::-linenJ."l tion in Decision No. 1.) 

\•le consiclcrcd sevc.r~ l locations for a consolidated agency 
(sec p::H;es 15-18 of the atlach~•cnt). Inco1T8r:ttion within the 
EOP, preferred lJy most gn.1llps ,1nd ~;on:c p::·o:,ozwnt~> of tl:i.~ con­
solid.'tLio:l in Co:1qress, ··!·:ts rejected bC!C.ltL;o it \.;~ulcl qlr::0st 
l y·l· '"'1 ·" t"C' ,-J.· ... , o~' •- 1""' ·!~<"\) "'11~· '., I'CJt· J)"''"''··s•lr'' · · • .~ 1"•· \., i•- .:.J .:~L! J. ·~·,...._.. J .tlo (..l!. ;,.~ ,J. ~"l . I •, l.\..-l. o-'• ..... · .l: .. 

- !i.· 

,_ .... · ·, 
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·bfta~hin'-:. tile ni:·v; pgcnc:/ ·t:ban.e;;Fi!,;l'inc;p:G\rfih.t· ~g~pcy,, 
·<non, GS,\, ~)!:" liUD) Oi~ cirwthcr qgpnc'lwoul,cl.~~~9~!/{:·,~c.~(#~·~;:Po' 

. ·~he ·· ::,: ':;: ;: ::: ~ ::":: :· 0~::::c: ~ :~!:~l:Dmt~'~!.~'bt.~~U~:,· ,, .. ··. ·. . .... ·· .. ..... .. . . 
Subo:rca na ~- J pg coorc.1.1 n;ltl· yc ~ut)I,P·r;l-t;OS:<,t:o 1::.h~ \S'H~1~-4~pqr~.ITI9flfi.'+(·;. · ·.·· ... · 
level ·hl~~ not •.·:or~~ed in the y0.~~r~ \Sin~~·.1;h~' ~~7~:~:_r(:l.qi;Cja))iHl~; : : : · < · 
tion. La::erir:g, lo• .. : visibili ly ~ 40d in.evitaglq···cpnfl!ct'~ .·~ .'. · · 
H;i,.th ot;!10r c3.c~Jartmcr:ta~ Prioritie? rnnke tl1is. :altcrnlltdve'. : '• · ·· 
upaccc:pt~blc to Congress' and·. f;.tntc an4 lq(1qt 9.QY~{n}n~nt~ .. ' ... :.::' 
rurther, subordinf\ti.o!1 to a 0omo·~tic A'CJQ•IJC:Y '(UYP .9r:g~~): · 
\'lould I?e seen by . Defc.nsq as c:tn ·· Ul1~GC9Pt'~~l?19 9q\mgr':lc.Umr\ q~ , 
at tc::c~ p;ccparcdne ss in favOr c) f na tul;'~J. '(.lisa~~q,r. ~c.t;v:i t~t?S! 
1\ssign;.,ent to Ocfensc , .. ;quld })e jus~ a~; 5tl"C>l19l-Y:.f~S~~:~.~4 l;>y 
State anp lo::;:al governm~mt~ a,nq :vo~~J11:?ll;'Y 9.f'?~PP ~ a:o9 ~f? J!qt 
advocc:tt~d by DOD cithG!r. . .. . ".': .,. '·;; · ·:,.~'/ ·•; >·,· · 

We long resisted the third Cl..lterna:t:ivg ... •indepenc;lcmt: 
agency stat'..:::--bccau~;e it aclds one to the alrep,dy la:rge 
number of ~~::::cies re?orting to .the PresideBt·~ :J: am no\<J 
convinced, ~o~ever, that this alte~nC~,tivc is.inescapable. 
To the adva·~~ages of accountability 1 visibilit~, policy 
control, an:-: a direct reporting li::-1e to the President in 
times of c:ris:..s, ~nust be added the fact ti:c.t all 50 governors 
and 59 member~~ of Cons_;rcss have explicitly endorsed indepenccnt 
status. Ir: ::::is case, \·le ':iOBld expect considerably more 
Congressio~sl opposition from failure to create a new 
independen:. as1ency than from our recorrc~endation to clo so, 
Independence is also scpported by voluntary sector organiza­
tions. such as tbe Red Cross and the United \·:ay, and l:>y :;tll 
key public o£ficials' groups, including.lir.iited purpose· 
grou~)s such us the State Disaster Prepc~redness Direct9rs and 
the Civil Defense Council. 

There has been no agency O?position, apart from the 
consolidation qucstio~, to the creation of an independent 
ag-ency. Al thou.grl so:-.~c members of Congress hnve expressed 
reservations z:tbout creating ncH ag.cncies in 9eneral, · \·le 

belie,·c 'Lhr;t they \''ill support this recof!1I~endatipn. 

DEC I .S I o:-~ 

'/) 4 /~ ... L::' .· .. -~'. 
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C. Crcu t" · a \·:hit c ,3o use ~rr.Grqen cy · tl •na g ~~ent b~~it~:~:. '•;::{}~~ 
·. , ,. , ·. .. ... ·~.:. ··'·/:.::'< .' :';,~.~:r·£·:, .... ,··:-7:.)~::.~·-:. . .; ·,;e:.~-

. T~p int8r,!gc~~~: ~r.~~ intc;rgpv~rnn,ent~~ 999f:~ft:l_~tl:y,~·- ~n<r<,.. :._~·'<·)~: 
pl~-nn.J.ng :rcspon s~o~ 11 Ll:cs of th? OR'·~. f9'7r1<'{i'r _f!.i, \·lQ~*~;·~>Bh~ . ·-\· . ·_·· · ~-

. t~-c~ l:h4t the Pre·~1den~ must. <:;-:crc+~e,''{iJ,l;"'j~t · ~~n~t"9l1 ':.l~",:~.~m~· :,_ ;;':< . 
cJ.vJ.l emQrgcncJ s.LtuatJ.ons, a;-~i4C fer ~-· +9IPel·- +tn.f';·;'F91rtl~:·:·,:;.:. ··-.. ··_ ·. :.·. 
\·H"~i te. _Hou~c -~ s?~ p;1ges · l-8-:- ~? · Pf:: 'tt: t~9JlP9l'~:t.}\/:.:·,~.;re,: ;A~s>~~~~·,\;:'· ' .. ·_ .. ,_:,_o ·' 
that the Adrnl n 1 ~ tru.t():r oJ ·toe·. nc:··'. ~~e.pp.~r ~P~~F·;-~p ;JZ!:T:rf.i~BQ~¥ . ··: :. , 
Hal)agemcnt: cop•n1ttqe c::ree1tecl by,i,:~;~F~~,~V.~ ·qp4~r;~n~l,~9P'P9~~~- .. i·', 
of J\~~istants to the Presic;lept f.qr. N~~·~9r~~.;r·;~qoq•p;·_i_¥·?.;,1,)9·m,¢.~~~·~' ·· · · 
Af faJ.r ~ 1 • and In tergovernmepta~ R~l.ilt:J.~ms. ·._a~.\~·~~~ q~: ~Y~f:?~( r" · , _ 
The ~ornnuttec .,.;oul~ repl-ace th~- lnactl,v~ ~~J.~f~ :r·~~Ps~~ID~fl~: :·- ·. • 
Conuth tteo I set pOllC::y J9l:' th~ .P~W ~9~11f.Y, f/'~UQ. ~9-Y*~~··'~.n~ r:; ' 

. Presid~nt in civil ~mergency :;i;i~uatl,~;m~~ . W~:>fJ:W~h~j; f~99.il~)el)cl 
that the Admini7trator of th~> n~t' ~~~Hl9Y,. A~·lDY~~-~9~.,~R ff!l~va.nt 
NSC and c 11 CabJ.net m~~tJ.ngs! ·.· • ·•'· .. _'',''' ' :, :· :::, ·,· ·;·~·· · : ·\., ;· .. · 

There has been no agency oppo~it:.i.op t'o th~?,e r~convnendations, 
though the :;atioaal Security Advisor believes th~ Vic~ President 

. . . . . . ~. . " . ' _\' .''.' :/' ... ~ ' \ ' ., ~ . 

should chair th~ committee. 

DECISION 

/ .P.pprove \<Jhi tc Hc1use Emergem:y i'·!anagement Committee 
------ (0:-la recomrncndation} ~ /. /- .·"' > . .·.·.· /_ i . 

/fi;1J/._,J7/A~ '<& . 

------·Disapprove 

------ Approve Invitee Stat~s at Relevant NSC an4 a~l , 
Cabinet Nceting.s (O~,:.s recorrunenccl tion) 

Disapprove 
!L 

-~ . . . ' .. 

D. Add sen::ral other hazard mitigation programs to the 
ne\-J aocncv. 
----·--~-

Although the: nm·.' agency could stand alone, \\'·e believe ·~hat 
several other rcs~)ons ibi li ties should be added to it--both·. to 
rnini~ize scpa~nte contacts at tho State and local level, and 
to strcnqthcn -.:l:c nt?\-J aq<:Jncy by ~;i'.•in9 it so:-:1e C?CJ:9t.ion~l 
resources· an·: a:·, on.jat•i zatiq:1.:1l theme as the c:.cntr.:1~ l9cus of 
disaster h.:l7.,.JJ:d niti~1ntio:1 .:iuU1oritic!s. 1~ the loq')· run,. as 
r·r.:1n~~ i'rt'~~; h.:s C'~::.;h,l!:;.i;:~d, h~1:~:1rd mit.i(~:-:•~:on of[q:s a>·.···· 
nc•c:;~;;;.,tn·· anc~ co:;t:_ei.fe~Uvt"~ aJh'1~n::tti';,;~ to':l.·i:;in~1 dis..'lster · 
rcliqf ~.~;.;p.._~,•di tu~e:-3 (:;L'C P.:l9CS 18-40 (,)[,.·<~t~~~~.b.-.cr1~l:~:. ',·::' .'. 
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for · c ~~~~if~·~.~~~;· i~h~"~u~~; e~?Z~~E~f.~f9 t i?r~ t:s~j~f~~~,D~ • 
~ The ccr,~rytUni ty y~cparcdnc~s pr?Sf~nr,1 ·H9\'l· :9~t"f~~~Y·;~i. ~?¥/· 

the l·:u t1 onal ~·.ca thcr S,cry ice ~JJ T~r.t!Tl~f~~~ ~>' :··:.;i::~'!·),:·:;·\~i~·- ~;-{: -- · 
o 'l'he- funct;i.cns o'f tl~e Fe'::l0ral ·_ :[_ns,u.·r~P99 •1\dJ~~ l).i~t{·~~iPn ·-.-
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'o The earthquaJ<e haznrd _rech1c:tion ~llQ pc.pq·· 9-(lfety •.• _.·--- · ·- --_- · 
coc;rdinatiDg f~ncti9nf3 pqw ~ a;u;i'J'n~q JR. tP.~ -- 9f{~c~ · 9:t _ 
Sc;aence and TechnolQg.y :Pp~lC:j'< ": ·: _ \ ~:-/~ -- · ·; 1

• ··-- · · : 
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0 The encrgency broadcast system"- (El3S) p~annin9. --_ · 
re.sp:;asib.i li tics of the former Ot'f:ice ·of r;re:J;~comrnuni­
caticns Policy. 

0 The coordination of emerge:;tcy \·Tarning syE" t·.cms and 
Federal resoonse to consecruences of terrorist incidents 
both of \vhi~h responsibilities are not now. a~sic;med. 

Three of these recorrunendat:i.ons have sparked controversy. 

(1) Federal Insurance Administration (PIA) 

The Federal Insurc:ncc Administration in HUD devotes 
almost all of its resources to discouraging the building of 
structures in flood plaias thL·cu.~h ctimuiation u£ local 
ordinanc·es. It also suhsiclize.s flood insurance, thoagh the 
sales and claim5 work is contracted out. It has a small (8 
staff years) c~~ir:~e/riot insurance progr&m as well, and 
occasionally do2s non-statutory investigative and consultative 
work on insurance matturs (see pages 23-25 and Appendix L of 
attachn~ent). 

\•le believe thu. t the F'loou Ins-urance Progra-m is essential to 
giving the new agency the lead role in hazard reduction. 
Host President.i.all··; declared disasters are floods and this 
is by fur the i::o~ -;:.- sisni f ican t k1 zard mi tiga tioi1 pro::Jram.. It 
has not fared \·Jell lately in a series. of disputes \·lith Congress. 

. : . . . 

HUD opposes tilL~ t:t·c.nsfcl- of fJoc-n plain he1:::ard reduction and 
• . tl +-- -1 1 1 . ~ I Otll r1 be k·c~,l)t:·_~ ·-_ t'_-0. ta ll,v . ~,nsurance, an_,u~r:s ,};1 ... r oo(. r::-!_ J.c~ s.1. -"~ . J 

sepz.'.l~ato from hC!zurd rcductio11 c::n~! insurance~ HUD. fqr.ocasts 
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a decline in st.:1tu~; for t;he progr.arn i( ~t \'rere t,q ~e·.:·l;npl\ldqq<'' 
w~ th o~hcr hei~Zlrd rc:cJuct~on progra~? in il ·~qp~G4p.+l1~~ ~9~.n9¥}:;y · 
f,? ~nc;:~ s epa r"' tl.o n of 1,: h~ ·F 1 ood + ns l:l ~ fln99 P f9<if t;' C1Ip' ... \·:9wl:q· :;~~~X~;\';;,; • 
on+y about 1 o~t. of I·'Il\ ~n mJDf we ·g+f3 rccqnlft\~lld:J:f:l'J.'·.t~?Pl.§:f~J:'i\'\•, 
of· all the .Fll\ functions p~r1din9 .. B,J?+'Q48:e,f: 4Q~~~~9ll <?n···'\Jfif?~,···:.: 
te> }lancH~ J.n.surance quest 1ons th-rQ,;J~PQ~.f·, ~he: 9!iHrerrr~.Q·~;.~;·tri•r: ·: · 

. T})i~ · t:rans fer \·;i 11 fucc . some OPP9.~J.t.i9P' J.11 C~)fl,q_:r~·~~ {X:9ffi. ·.' .. 
. en'!iron:-wnta.lists, the in~~rc:mc~ fnq\,l~~:n~·;· ~nq:··~Ji~··~·t3,~j1~~n~· .. · . 
Cornm~ ttees unless ~ t J~ 9onyin9·~q~~¥ PfCf~~n~~~ · ~~ :~~::~,~f91)9 ,· .. ·. 
comrr1J.tmcn t to strengtn~nl.pg· · tne. mJ.t.J.gicl t::ton pr~n(:;:tP.l~ ri'~'.:·.W.;t !;h;o. : 
·O\,lt, this,commitmen.t, t,:ncy ·will \~{o~f.Y tt1at t~~···i~n·q '~~~ . .''~;(1t'~J.,; :· 
prpvi~~~r:ts of' the flood' i~suranq~ pr~sr~rtl w:f~J: ~~.~J~t,:')~)'' . 
assocJ;atJ.on \H th FOAl~ • s clJ.~asteJr :r;eli~f 41:-ltnQr*t*'~~·r .n9t~ 
\~i t.hstanding the fact that }?otn pro<;n:-~ms' ~~~ n?\~ ~(:).,;.~'?!?~~~? 
J.n HUD. , · . · · · .. - · · ·· .. :·; · .·. 

'-_.·-.· .. ' ... ~: :, . ~ 

• l .•· •••. -! 

(2) NOAl,/N\·15 Community Disaster Preparedne.ss Proo.ram 

The National \·leather Service in th~ Department of Qommerce 
administers a conununity-level disaster prepare.::'.i:-:e~s P+Og:rarn · 
(;.On fined to •,.;ea. ther..,..related disasters l~kc floc . :, tor.n~dos, 
and hurricanes (see page 23 and Appendix K of · ··:!chr1~n~). · · 
Although small (43 staff years budgeted for F~ ;~}; it.is 
in fact the largest natural disar,ter preparecii . ~taf;e·:in;· 
the Federal establishment. · 

The m·rs .program is staffed by meteorologists wh-:-.. encourage and 
assist communities to develop natural disaster pre:;>aredness 
plans. In carrying out this respon~ibility, ~h'S \·mrks \-lith 
the same· local emergency officials contacted by otiH:~r :F~deral 
preparedness and mitigation programs, lending w~ight to the 
perception of progrum fragment~tion based on th~ cause ·pf a 
potential disaster. · · 

Commerce argues that the program is a logical ext.ension of 
the N\·;s \·1arning system and N\·JS technical capabilities and that 
it neither dupli.cates nor conflicts Hith the prog::-ar.1s pf the 
nev: agency. Commerce opposes any transfer of the 21 ne\~ 
positions reconunended for this pro.:; ram in your FY 197 9 budget, 
arguing that 1neteorologists are needed in order to cxpan~ the 
progra.rn to areas not nmv covered. · 

These argumcn ts not\vi thstnndiPg, ,.,.e believe that the ne\v 
agency should hove an "all hazards" focus and He.fccomm~nd 
that you opprovc the tr.:msfcr of the non-m~tco:rolo~;ica~ 
aspects of .t:h..:~ co:r.:aunity preporcc1:1L~ss ftmct.ion in; p~in9~pl6. 
and leave the c:-: .. lct di\·ision of l.'csourceti for py· J:"CSOl.l!tion 
in tlF~ n<.~~:t fc\\' \\'(~(~>.!;. 

: . ' ~· 
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. ( 3) Nat io11:ll I'i 1:c. Prevcntio:1 ant! contirql 1\drninl~tration 
~(j-~j.~y:~l.~>. f'-:·--U·--·';"""""---~-.;.-:- <.•>- .---D---: I . ·~';:;- ·:,_;_--·-•• :.\A':~---~:;·· .. ';:._::~_/.i';5~::~~-\ ·. · .. 
--·-----. -:,'; ·.,:··'!· 

. j :' -~;- . ~: . ' " 

The l?FPCk \-la~ crc.:1 ~0.d in the Dcp[lrt:rnGJ:l1,: ().f• (';Opilf\~FP~ jf}· · .... ' 
l974. Its J?rinGipul ~c;tivitios ~·r~:! ~~.ta .• co~tpc~~qp-}:~nq':i',\r~t¥~'i~f· 
r~~car.ch, f.1.rc: e:(1~cutl'm .:;~1d· tri!.l.flln~r, pl.i"+I!pln~, ~rvt;'•.p.qb:l,Jrpi> :' .. · , 
~c)uca t ian a i.rncd at fir c loss reclnc;t iqn. 'l.t .i?. ·nQt; ~nvo~v~Q. · 
in fire c;:ambi.l t, t:;i nee· tlli s is J ... tJCi11 _rpspon~~~:l~il i ty. ;:··~J.\pq~~ '-).~% 
of Joel: l c i vi 1 uofens~ :~m.i ts ~rc, ~ire.· cl:en~E\UI19llt·f? ( S.~q~. P~9eR · 
~5,..26 and Appendix M gf nttqCpjn~nt,:). ·''·· ··· ':i.~ "~··-,·>:::·~~,. ' 1 ., 

t·le recm~:.i-:1Cnd transfer~ iT!~! the pr.ogri!m to the 110\'l agen\~y ~ .J3y · 
doing'· so I He •·:auld strei1g~hen the hazard recluctidh/pf~V~nt.ion 
perspective of .the ne\v e1gcncy, .. conso+~eta te Fcd~ral.· qg9nci~$: 
t:hat deal \·lith local officia),s on emorg.eJ\~y, prcpc3XC~]rj~~S~ < ,., 
and start to establish <links· bet\Vccn the agency ancLthe ·. 
corrununities · .. ;i th \'.'llich it must deal. . The NFPCA is not. central 
to Cor.'""71srce • s principal respons ibili tie.s; thcnis!11 therq is; a 
strong Jater=.l link to the Fire Rc~e.arch Cent~+ (Natipnal. 
B~reau of Standards), \·!hich g.et.s 60% of its funding from NFPCA. 

Commerce st::o:1gly opposes the transfer, arguing that; "(1) the 
functions a:1d objectives of the NPPCA are not the same as those 
of key ele!'!".en ts in the ncH agency; ( 2) the character of the 
new agenc; ~ill lead NFPCA to focus on fire suppression rather 
than fire p::evention, a foc1:1s which will crea-te pressure for 
funding of a larg.e g::ant program; and ( 3) the transfer \·:Ould 
disrupt· the funding control mechanism which allo·.-:s NFPCb to 
see that NBS research activities mesh with the rest 6£ the 
NFPCA progra;n. 11 

The fire service groups are Hell org.anized and vocal~ T.he 
Joint Fire Council has promised su~)port for the transfer, but 
has made this support contingent oa funding of the National 
Fire Academy. 'l'hc funding issnc has not yet been resolved! 
Groups representing local government officials, e.g., the 
National Leilque of Cities, are on record as opposing th~ 
transfer, bn~ we believe they will follow the lead of the 
fire services groups. 

DEcrsro::s 

Approve 

./ -T-
------

j 

Eclr thquu}:c l!.:.tzc::.trd Hcdu~~tion Program (OSTP) 

Dam fl:1fety Coordinat.ion (OSTP) 

n · 1 · c p 1 · O\ .. •"".r"-:1· a,l1t. '(()'l'P). 1'..:1l"ll.lll9 .:lllC Ei~~' ,O_.:l.C)' .. - ,. '· 
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V. IMPLEMENTATION ... ·,.': 

A detailed reorganizatiori pl~n incorpqrat~ng you~ 
decisions can be prEpar~d for submission to Cop~ress within 
one month. Should you approve. CJ:ll of the·. recqrrJ11end~tions 
above, the new agency will have ~n initial ~ta~f of ~pproxi­
mately 2,300 and a budget of roughly $475 IniJl~on. pur 
reorganization pl~n will show a potential reduction of from 
200 to 300 sta.ff spaces (achieved through attJ;ition) ·and a 
budget savings of $10 to $15 million. ·· · ' · 

:1 :-.. ~.-· ;.'.. . 
.. ·,-, 
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TAB B 

6. National Flood Insurance Prosram (NFIP) 
. . . . . . . . . . .. . ........ ·k· .... ·· 

With the earthqua·ke h~zat:;d reducti()p prqg;-~ still 
in development, the major non~;Jtructura:L l}a~~r9: · ~·+ tig~­
tion prog.ram now in effect .is the NFJ;l?. lt i8 ! ··· ·' .. 
administered by the Federal· Int;Jul:'~nce Aqptj:~ist~atiog; ·_. 
(FIA) in HUD. Tl)e flood i,n~n~ran9~ prog;-c~n( r~g·u.ire~ :. 
th7 e~tablishment ot ~o~pl'~ t;o~ pla:i.n ~9iJing~'·a,n(l _.· 
bu1.ld1ng standards ~fii ~{19,(.ln4\;·t~qp for ~ya1lab;,lity of 
subsidi~ed flood insuranc~. · ~e NFIP con&1;.i..1;:Q1;~~i.~-~ to 
90 percent of FIA'i workload. The r~st j_.a a ~~qll 
(8 budgeted st.aff years) urban·c.tiJne and ;riot·:in":" 
surance program .and consultative, nonst~t:utory';' 
actuarial work for other Federal agenci(;la on ~HlCh 
matters a·s no-fault automobile insurance, insurance 
red-lining and product liability insu~~nce.· tJ;~ 
contracts: all of j_.ts :elood plaiA ma,pping., actua:~;ial 
and insurance sales/claims work to qthet-·rederal · 
agencies and p.J:'i va te concerns. · ·. · · ··· · · · 

Three out of four major disaster d~clarations are 
for floods, which absorb 84 percent of all individual 
assistance funds expended by FDAA. Fl.ood insl,lr(lnce and 
flood plain management are alternatives to disaster 
relief. While HUD argues that relief, insurance, and 
mitigation are incompatible concepts and should be 
separated, we believe that cons,olidation of policymaking 
and operational authority for these approaches would 
cement their relationship and highlight the cost­
effectiveness of the latter. Alone, FIA lacks broader 
mitigation authority or oversight of hazard reductiop 
in allied areas such as earthquakes or civil defense. 
FIA and the new agency would have co-located field 
offices and duplicate dnvolvement with State and local 
government on natural hazard-~elated matters. 

The program has not fared well in a series of dis­
putes with Congress. Builders and developers, who con­
centrate much attention on HUD and its oversight 
conunittees in Congress, oppose its basic thrust. 
Support for the program in the private insurance sector 
was weakened when HUD made a controversial move from a 
j.ointly operated program with the industry to a wholly 
government program this year. HUD failed to prevent 
Congressional repeal of a crucial section of the 
program's legislation-the sanctions on government 
regulated mortgage loans within the flood plains of 
noncomplying conununities. Further Congressional 
attacks on the progral\l's legislation are likely. 

;, 

l 
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HUD presents the c::ounter argument that removing 
NFIP from HUD would be disruptive at a time wh~!l the 
program is even more vulnerable than usual~ HUD main­
tains that flood insuranc~ f~ ts in w~ll' with th~ . . .· 
D7p':lr~ent's oth~f tc:>C?al cotpnt"Qpi~y d~Vfi!lqpm~n~'rel3po~s~­
bl.ll. t1.es (though tblCf; r~lCL~.1..P~fll.P p·-s pG!e~ ~!AUQ\1~ ~n 
the past) . HUD a, l~o ~in ta4-n~< ~h~ t the· ,l () tq · l5 pe;-c::~ll t 
o.f FIA' s staff nqt ... fnPllJq~g J.n -~P~ ~;~)if:if~f W9B.J.4' P~.- 1!99 
smal.l a remaind~r to 9ar;y qu,t th~ir in.~o?uranc~ :QV~l:'"'" . 
sight and consultation activit_4res;·effeq~ively~ · : ' 
Finally, HUD worries about a decline in s~,~~§ ~n4 · 
visibility for NFIP in ~h.e new ~c;J~nP¥ ~ ·; ·. ·. : :.·: .· 

PRP recommends inclusion of NFIP in the new 
agency to give it the central rolein hi;iza:rd 4tlitigation 
responsibilities. Some Congress~qna~ opposi ~i<;m to the 
proposal may emerge, ct.nd Congres~tonal ·critic~·. may· use 
the reorganization proposal as an avenue to attac~ the 
program. Environmental groups will scrutinize the pro­
posal carefully. They should.support it unless they 
perceive that transfer would mean a decline rather than 
enhancement of hazarq fe4\1Ct-iQh"~s a basic principle in 
opposition to dis~ster· re:l.ief ~ (,~ppenciix L) 
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APPENDIX M 

Function/Program.: Nat.ional Fire Prevention and Control Program 

Parent Agency Location: Commerce (Na tiona.l Fire Prevention and 
Control Administra.tion) 

Background/Function Description 

The NFPCl\ \.;as established in Oct.ober 1974 to carry out 
the authorities of the Federal Fire Prevention and Control 
l\ct ( P. IJ. 9 3-29 8) . The functions provided for in that legis­
lation, which tvere assigned specifically to the NFPCA in. the 
Department of Commerce by statute, include: 

l. Establish and administer a public informatio·n program 
on fire prevention, mitigation and control. 

2. Establish a National Acader:1y of Fire Prevention and 
Control to advance pro.fessional development in fire pre­
vention and control through t:::-aining and education. 

3. Administer a technology research ;p·rogram carried out 
by the National Bureau of Standards (Fire Research Center) 

· --------·t:o·· deVe'Top --~E"es~=sys·tems···a-nd eq u~ pfnen t:~----rnc-Iuoii1-gaQ- ---···-- .. 
vanced. t'echnology for improved fire su.ppre.s.sior~, prevention, 
mitigation and control, including the issuance and admin­
istration of grants and contracts to support such efforts~ 

4. Conduct studie·s and plannin.g of operational and systems 
techniques for fire management, suppression and cont~ol 

5. Operate the National Fire Data Center for the sel~ction, 
analysis, publication and dissemination of information 
on fire prevention, occurrence, control ar~d re-sults of fires. 

6. Encourage and assist States to develop and implement 
master plans for fire prevention and control: · 

7. ·coordinate fire prevention and control standards with 
other Federal agencies (e.g., CPSC, Forest Service, Fire 
Research Center in NBS). 

The program is funded for FY 79 at just under $18 million 
\vi th 124 full-time personnel. 

Recommendation: Transfer the program to the new agency. 
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The Project ha.s discussed the proposed. transfer extensively 
-~ith the Council of National Fire Service Organizations whose 
1ernbership consists of: 

International Society of Fire Service Instructors 
International Association of Black Professio.nal 
Firefighters 
Fire Marshals As·sociation of North Amer.:i:.ca 
National Fire Protection Associatiort 
International Fire Service Training Association 
International Association of Fire Chiefs 
International Municipal Signal Association 
International Association o.f Firefighters 
National Association of Fire Science Administration 
r·1etropol.i tan Committee of the International Asso.ciation 
of Fire Chiefs 
International Association of Arson Inves.tigators 

The Council's principal interests concern maintaining the 
integrity and national focus of the fire prevention program, and 
the creation and funding of a Fire Service Academy. They are 
concerned that fire programs and resources are not diffused by 
cornb.ination with other program elements of the new agency or 
by regionalization of the program and are seeking assurance 
that th.e program be trans.ferred inta·ct from Commerce. We antici-
~t--e----'t;-he-4:-r--·s·t-reng-"·-e~~·nt-'--o-f···the-recommeiided LL ans£er-provide-d1 __ _ 

:inal organizational arrangements in the new agency meet these 
objectives. 

The Project believes that the nature a.nd legislative 
authorities of the fire p·rogram warrant a separate and intact 
organizational identity in the new a·g,ency 1 with the program'S . 
director, at the Assistant Administrator level, reporting directly 
to the Administrator. This action will a.ssure that the program's 
identity and thrust are preserved and at the same time, provide 
an important emergency prevention and control authority to support 
th€ new agency's overall objectives. 

There may be some opposition to the transfer in the Congress. 
Senato.rs Ford, Stevens., Pearson, and Cannon have sent a letter 
stating their opposition . 

• 
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The Department of Commerce recommends against the transfer 
of NFPCA to the new age·ncy. In its view, this action would: 

dirninish·the attention now given to the fire pre­
vention program by rnerg.ing it in an agency with 
othe.r disaster mitigation programs (e.g., floods,. 
earthquakes) ; 

/ 

separate it from its key institutional linkage 
with the Fire Re.search Center (NBS) in Commerc.e; 

weaken the program's foc,us on all levels of fire ~ 
transfer in an agency dealing 't"C) a larg;e ext~ 
with major emergencies. 

Conunerce also cites the probability that reorganization 
would not be acceptable to the Congress and the fire servic~ 
community. 

' 
The Project does no.t concur with the. Commerce views that 

NFPCA's transfer to the new ag-ency will diminish its effective­
ness or focus particularly in light ·of the organizational treat­
ment to be given to this program as outlined above. The progra'm 

-~-·-s-hO'\:lld-he--.s.i.-gni..fi..can.tJ.¥_.~enhfl_!1_~gfLgy~he author± ties and resources 
of the new agency in such area.s as in-teragency-coore:ti:nation·-ane:~--· 
planning for fire mitigation standards and inberg•overnrnental 
efforts with State and local governments. 

We do not believe that separation of the program from 
Commerce wi.ll adversely affect. its performance in any way. The 
agency's program·s are not integral to DOC's principal responsi­
bilities f·or business development and removal would cause no. 
detriment to other departmental programs. The only signific.ant 
program linkage to DOC activities is the administration of the 
fire technology research program performed by the Fire Researc.h 
Center (NSB) . While the center assists the agency in evaluating 
research priorities, actua~ projects undertaken by the Center 
are very similar to its re,search efforts undertaken in suppo.rt 
of other Federal agency fire .responsibilities (e.g., HUD, CPSC) , 
State and local government and t!he private sector on a funded 
reimbursable basis which. comprise forty percent O·f the FRC' s 
activities. In the Project's view, this linkage can be 
established and maintained by the new agency in much the same 
manner as now exists and without any detrimental effects to 
program performance. 

Additionally, the Project's view,, transfer of NFPCA is 
advantageous because~ 

a. The agency's functions and objectives are similar in 
scope and de.fini tion to those to be assumed by the new 
agency, namely: 
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Coordination, planning and administration .of a 
program whose princ.ipal goals are hazard prev.en­
tion and control through enhanced training and 
education, technology, planning and standards. 

Extensive interagency coordination and plan·ning 
wi thi.n Federal agencies sharing responsibilitie·s 
for fire mitigation, prevention and control (e.g., 
HUD I H~W) • 

b. Fire prevention and suppression res·ources (fire depart­
ments) are key elements of State and local government 
for both planning and response to all forms of emer­
gencies. Consolidation of the program will provide a 
vi tal linkag.e for the new agency within these resources 
to meet its fire prevention and control respon:sibili ties 
as well as complement and support its full-rang.e of 
emergency functions. 

c. Transfer to the new agency will provide a basis for 
better assessing the c·ompeting Federal res.ource:s 
commitments for the full range of emergency functions 
and re·sponsibil.i ties (mitigation I preparedness 1 relief 
and recovery) and making adjustments to priorities to 
meet those threats which are most demanding. 

• ··············· J 
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Frank Moore 

THE WHITE HOI:ISE 

WASHINGTON 

June 12, 1978 

The attached was re,turned in the 
President's outbox today and is 
forwarded to you for appropriate 
handling. 

Rick Hutcheson 

WEEKLY LEGISLATIVE nEPORT 

___ .. __ ,__,__ ___ .. 
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THE WHITE HOUSE 

W A 5 H i N· G T 0 N 

June 10, 1978 

PERSONAL AND 90UPIBHM'fii'tr;-

MEMORANDUM FOR: T-HE PRESIDENT 

FROM: 

SUBJECT: 

FRANK MOORE fl AI· 
Distribution .and Classification 
of the Weekly Legislative Report 

As you know, we've never had a leak of a Weekly Legislative Report. 
The current dis-tribution of the Report is the President, Vice 
President, Hamilton, Stuart, and Jack Watson. Jody occasionally 
gets one if he asks- for it but it does not go to him on a routine 
ba·sis. The copy with your comments is restricted. to WH CL staff 
unless your comments require action. In that case, the pertinent 
page or paragraph is xeroxed and distributed to the appropriate 
person. 

This practice has whetted appetites for a larger distribution of 
the entire Report. 

· In submitting weekly r.eports to me, the agencies are comple-tely 
candid about highly sensitive strategy and personalitie$. An 
excellent example is the ongoing negoti,ations on Civil Service 
Reform which_, if leaked, could blow the whole effort in the 
House Committees. Your marg.inal comments back to me are very 
candid. This is as it should be. If the ag.encies, the· White 
House CL.staff or the President have to become guarded in internal 
and confidential communications, it would seriously affect our 
ability to take guidance from you on a wide range of subjects 
which we often have a short time to accomplish. 

For the last two weeks, I have ignored requests from Tim Kraft, 
Anne We:xler, Midge Costanza, Jerry Rafshoon and Herky Harris. 
for copies of the Report with your marginal comments. I do not 
fear that any of the above would directly cause the Report to 
leak. I do fear multiple copies being made for staff and I'm 
partidularly concerned about copies floating around the EOB. 
From painful past experience, I've learned that when the existence 
of any document with your handwriting becomes known, the pre•ss 
conducts an unrelenting campaign until they gain a copy. 

I have a sugg.estion. I wol:lld like for you to instruct me to 
continue the curren.t distribution of my Report. I feel com­
fortable with this. Hamilton doe-s not even let Landon see it; 

:.· 
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Jack is very cautious with his; Stu only shares hiS with David 
and Bert, but it never leaves Stu's West Wing office -- and no 
copies are made. 

I propose keeping CL's copy with your comments in Les Francis' 
office and let staff whom you additionally designate~ to stop 
and read it at their convenience in Les' office and a log will 
be kept to record those individuals who read it. I additi.onally 
proposed to raise the· classification fr.om Administratively 
Confidential to Confidential. which means it cannot be left lying 
out on a desk at night. 

One final suggestion: The person who previously prepared the 
Report is Ann Dye and she has left the staff. We have not found 
a replacement yet. I propose that the. replacement do an abstract 
of the Report to be distributed to Anne Wexler, Tim Kraft, Jerry 
Rafshoon, J.ohn White and others, to use with their. outside groups. 
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