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6/9/78 THE PRESIDENT'S SCHEDULE -
5:15 p.m. o
Monday - June 12, 1978

8:15 Dr. Zbigniew Brzezinski - The Oval Office.
9:00 Mr. Fraﬁk Moore - -The Oval Office.
10:00 Senator Warren G. Magnuson. (Mr. Frank Moore).
(15 min.) ‘ The Oval Offiqe.
10:30 Mr. Jody Powell - The Oval Office.
11:30 Meeting with Secretary Patricia Harris.
(30 min.) (Mr. Jack Watson) - The Oval Office.
12:00 Remarks/Presentation of Certificates to Graduates
(15 min..) of the Capitol Page School. (Mr. Frank Moore).

' The Rose Garden.
12:15 Lunch with Vice President Walter F. Mondale.
(30 min.) The Oval Office.
1:00 - Meeting with the Advisory Committee to the
(30 min.) 10th Special Session of the United Nations

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

4:30 Trilateral Commission Meeting. (Dr. 2bigniew

(15 min.)

.Brzezinski) ~ The State Floor.
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“THE WHITE HOUSE

WASHINGTON | : . C? .

June 10, 1978
. MEMORANDUM FOR.r PR THE PRESIDENT-
SUBJECI‘ _‘ L N ) :_' Weekly Legislative Report - L :
o L B - R . DECLASSIFIED
DOMESTIC POLICY ISSUES ~y \EO 1235, Sec. 34 - -
. | o . PER RE _NR-NLC 92 ST
1. ENERGY R ey NARSDATE_MKL |

-—Natlonal Energy Act. . House a.nd Senate Conferees on the Natural Gas Prlcmg
Compromlse (H.R. 5289) met twice this week to consider the few remaining issues

to the gas pricing compromise which they adopted in May. - House Conferees agreed -

. to the package of staff recommendations by voice vote on. June 8, after: addlng _ _
one amendment (Eckhardt) to the Transportation -and Sale Authority provisions. ' The '
" House will formally offer the proposal to the Senate Con.ferees on June 12 when

.* . next they meet. -

2. TAX REFORM '

.-—’I‘reasury reports that the Ways and Means Committee is in consn.derable dlsar.r:ay,

- with no: clear majority for any proposal The Jones compromise has 10-12 Republicans
- and 8-10 Democrats, but while this is a majority of the Committee, the Chairman

' does not want -a bill reported out w:x.thout a clear majority of Democrats. , :

—As a substltute, the Vam.k—Plckle extens:u.on of the 1976 cuts has as’ many as- 16
' votes but is unlikely to gain more without a guarantee of a closed rule. Waggonne.r
-is now working on another (as yet undetermined) compromise. - Hence, despite two
" Damocratic caucuses this week, there still is not a consensus and Treasury has :
. resisted getting involved except to the extent of relteratlng thelr des:.re to have :
. the Pres:.dentsprogrammthelongrun ' e c

"—-At Ab Mikva's: request the V:Lce Pre51dent Secretary Blumenthal Charlle Schulze ‘
vano. Stu are: meet:Lng with 5 or 6 liberal members.of the Committee on Monday afternoon.

3. REORGANIZATION
Civil Service: Reform and Reorganlzatlon A

~-Democrats on the House Post Office and Civil Sexv:.ce Cammlttee 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) pretermination hearings in adverse action cases (we are strongly opposed to this,.
~ but the: comm.ttee haa reported a blll ea.rller this Congress prov1d:Lng for such hearlngs)

- ,El'ectrostatic }quy M‘ad’e~
for Preservation Purposes



& 3) veterans preference - the caucus agreea to stick with the Administration's
positions. Members will now be forced to offer amendments on these issues at ma.rk—-up ‘
to change our proposal.. : :

~=In the area of labor—management relatlons, Udall and NlX were unable to move the
caucus toward our position in any substantial degree, much to the disappointment
of "moderates" like Spellman, Harris and Heftel (Ford, Clay, and Solarz have pushed
. the union position vigorously). CSC 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 relatlons
questlons in full commlttee or on the: floor. -

——The staff of PO&CS has been J_nstructed to prepare a "commlttee prJ_nt" which

'should be ready by mid-week; members of our task force are working with the committee "
- staff in preparing that prJ_nt. We expect mark-up to bng.n on' Tuesday  (June; 20) or .

' Wednesday (June 21). .. ) , . , _ ‘

——The Senate Governmental AffaJ.rs Committee has gotten off to a slow start marklng
up. the- leglslatlon, ~the blggest problem has been attendance. However, they have -
made ' progress: on. several issues. On Monday, the comrm.ttee Wlll bng_n work on
/veterans preference and labor management relatlons. - A

—We are cont:.nulng +o have problems on the "th.stle blower" issue and other points
. as well but staff from DPS and CSC are working virtually full-time with committee .
- and individual Senator's staffs in-an effort to resolve disagreements. The committee
plans to report out a bill by the end of the week and we have reason to. belleve
that-in toto-it will not be radlcally different from our proposal ,

—The Reorganization pla.n had a one day hearing last Tuesday and it went very well ‘
Chairman Broocks, Rosenthal, Fugqua, Horton and Corcoran attended; Levitas, though

. not on that subcommittee, attended and was. very supportiwve of our proposal. The -
next hearing is set for Tuesday, June 13, with AFL—CIO and. other employee orgamza- '

" tions set to. testlfy

: Depart:nent of Educatlon o - B ‘ ‘

—The Senate is anticipating ma.rk.mg up S 991 between June 19—26 - It was. orlglnally :
antlc:Lpated that S. 991 would follow Civil Service in mark-up, but Senator Ribicoff
is now considering fJ_nlshJ.ng lobby reform before con51der1ng the Deparhnent of :

- Education bill. o

—A fJ_rst draft of the: Admlnlstratlon s blll has been completed and w1ll be- c1rculated
+t0 the agenc1es for comment next week. Negotiations are continuing with Jack Brooks
on the timing for submission of the bill and his possible sponsorship (Brooks has
‘major” polltlcal problems w1th a. blll that contains: the Head Start transfer)

4. HOSPITAL COST CONTAINME'.NT '

C=—A mtlon to. recommlt (klll) the Rogers' blll to Subcommlttee was: defeated on-
Wednesday in the full Conmerce Commlttee by a vote of 24~ 16. ’

*——The next key vote in the Commerce Conmlttee is. expected to be on the Santini
substltute which' woula gut the Rogers bill. The. Santlm. substltute would contlnue
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. the program of voluntary hospital cost containment-—a program. developed by the

hospital industry itself--and establish a commission to monitor progress and recommend.
leglslatlon if the voluntary cost control goals were- not met. o :

. -—The vote on the Santlnl amencment is expected to be close but we should w1n..p'

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 OptlmlSth that the Senate blll w111 be ccmpatlble with our, goals
5; WELEARE REFORM | . |

—At a meetlng on Wednesday of this’ week there was an agreement to- try to put

together a compromise welfare reform bill. Attending the. meeting were Al Ullman,

Carl Perkins, Jim Corman, Gus Hawkins, Charles Rangel, Joe Califano, Ray Marshall
Mlke Dukakls, Stu Eizenstat and several Congres51onal staff people.

'-—The agreement was to draft a blll based on specifications developed by the New

Coalition for an incremental welfare reform bill making improvements in the: ex1stlng
system and calling for important reforms. The staffs of HEW, Labor, other agencies;,

© Ullman, Corman, Rangel and the New Coalition are working now to draft the bill.

w1th1n the next week or ten days. ‘If all goes well, Ullman, Corman and Rangel will
introduce: the bill which would be .referred in Ways and Means to the Corman Public -

 Assistance Subcommittee and in Education and Labor to the Hawkins Subcommittee.

Corman believes he can move a consensus bill out of his Subcommittee within a couple
of days. ' If all of this happens, then a welfare reform blll mlght be taken up in-

L Ways and Means and moved through falrly quickly.

’—‘Whlle this is a good 51gn, we do not feel optlmustlc as to. Commlttee or House . ' e
~action yet.. ' . . : .

6. AIRLINE REGULATORY REFORM/NOISE

-It still remalns unclear as to when the Publlc Wbrks Committee w1ll ‘ask’ for a -

jrule on the Regulatory-Reform bill. Slnce it appears: that the Committee is waiting
to see how quickly Senator Cannon acts:-on -noise leglslatlon, DOT" plans: to hold the:

fly-over démonstration Cannon requested, on:June 17. The department has received

71v1ndlcatlons from Cannon that he will move as. qu1ckly as p0551ble after the fly—over
. and hopes to go’ to mark—up by the end -of. ‘the month.

——Meanwhlle, DOT OMB," and Domestlc Pollcy Staff are attemptlng to draft an acceptable
campromise on Titles I and II of the noise bill, whlch we will: put forward should it

‘become necessary. to break a deadlock
7. SURFACE TRANSPORTATION

. ~-The Ways and Means Committee has still not set a definite date for consideration of

Title V, the Financing provision of the Surface Transportation bill. Since Conoressman-
Gibbons is still hospitalized- (with appendicitis) it does not aprear that the '
Comittee will take the bill up on the 12th as we had expected. Ve are_contlnuing'ourhg

- visits with Committee Members and anticipate that Gibbons and Conable will hold a
JOlit press conrerence sometime next. week to. announce their amencdment. which-would
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'.oontrol the expendltures from the nghway Trust Fund. ThlS is the best chance
T we have to beat the nghway Bill. ’ A

8. HOUSING AND COMMUNITY DEVELOPMENT

——The HUD Authorlzatlon bill is being held by the I.eadershlp for Floor. actJ.on
_ whenever it can be fit in the schedule.

——HUD cont;mues to be concerned about a probable Ga.rry Brown amendment prov1cu_ng for ’
a. one-House veto of HUD regulatlons Secretary Harris has suggested that you send -

. a letter to Speaker O'Neill. DPS. is working on a message to Congress on the one-

.. House veto in general and is hopeful of sendJ.ng it up before HUD Authorlzatlon comes -
- to- the Floor. . _ . : '

.- 9. NEW YORK CITY FINANCING

,——By a vote of 247- 155 the House . Thursday approved leglslatlon prov1dlng up to

° $2 Billion in federal loan guarantees for New York City. Two hundred three Democrats:
and 44. Republlcans supported the bill th.le 59 Democrats and 96 Republlca.ns opposed -
B & . . .

—In 'the Senate Banking _Conmittee,, th_e sentiment seems. to have moved a little toward
‘seasonal financing. On the Republican side, Treasury reports :we have a chance to

get Brooke, Heinz and Schmitt; on the Democratic side, we have a chance with Stevenson
and McIntyre. . If we pick up three of these with Sparkman, Williams, Cranston, R].egle .
- and Sarbanes, we will have the necessary elght in the comm.ttee for long—tem : -

'-Mark up is tentatlvely scheduled for. the week: of June 19..

- —Treasury has asked WH CL to stay out until needed however, we will be stayJ_ng in _
_close touch w1th Salator Moym.han to :Lnsure that he knows of our - stnong mterest. e

' '-10 LABOR LAW RE:FORM

' '—-There were two cloture votes thJ.s week--the fJ_rst on Wednesday when we got 42 to
the oppomta.orfs 47 and ‘the second 49-41 on Thursday. There were the following - -
switches in our favor on the. second vote:. Ford, ‘Huddleston, and McIntyre. Absent -

on the. first vote but with us on the second were Abourezk, Case, Gravel, Paul
Hatfield and Miskie; voting with Us 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 Nlagnuson. There are thus 54
commltted votes as of this date. . ' ' AT '

Three additional cloture votes w1ll be held on Tuesday, Wednesday, and Thursday

©+ if  necessary next week. * We expect cloture to be invoked on the fourth. ballot

(Wednesday) . WH CL has asked the Interior Department to confine its lohbyinc on: '
' Alaska D-2 to the Cormu.ttee untll after we get cloture on Labor Reforn o

‘ —E‘ollowmg Thursday s second cloture vote, we prevalled by 51-37 on a motion by
~ Senator Byrd to table the motion to. recommit previously filed by Senator Baker.
- Then Senator Byrd offered several modJ.fJ.catlons in the follow1ng areas: equal
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~access, election timetables, the make whole remedy, .debarment and ‘small business.
These proposals had been under consideration for some time and are designed to o
modify certain of the more controversml provisions of the bill, without substantlally '
weakem.ng the blll s basic thrust. . . .

”11 ALASI\A D2 LANDS

~—The Senate Energy and Natural Resources Commlttee has completed hear:.ngs on: the
legislation. Mark-up is scheduled for June 20. Chairman Jackson is committed to .
- reporting the bill before the July' 4th recess. The Stevens/Gravel filibuster threat
" still remains our largest problem--manifesting itself in Majority Leader Byrd's -
avowed refusal to er.ng the blll ‘to the Floor whlle it -faces oppos1t10n from; both
' Alaska Senators. R : .

12 URBAN POLICY

‘-—Thlrteen of the fourteen leglslatlve proposals have been: sent to the Hlll * Anne - ,
'Wexler, CL, DPS, Treasury, Commerce and HUD are working together on Hlll consulta—- -

- tions and the. brlefJ.ng of out51de mterest groups...

~-—The Natlonal Development Bank leglslatlon w1ll be sent up this week or next.u ‘ S
' DPS, Treasury and Wexler are seeking agreement with representatives of local govern— -

ment over the eligibility formula (an abnornallty in the formula made same:
.mapproprlate suburbs. elng.ble) .

“—Much attentlon this week will be focused on Supplemental Fiscal Ass:Lstance. “The..
. Administration bill authorizes $1 Billion a year in FY 79 and FY 80 in direct fiscal
" assistance to local govermments in areas with high unemployment or ‘disproportionately 5
“slow growth. Hearings were held early in May by the Goverrment Operations Subcommittee -
on Intergovernmental Relations (Fountain). One more day of hearings before markup o
is possible. Brooks and Fountain oppose. Commerce and HUD are to assist Treasury =
J.nthJ.seffort.., , . o ‘

13, CLINCH R’[VER BREEDER REACTOR

: -—The Senate Energy Comm.ttee reached a dec1510n on the ClJ.nch R‘LVEI‘ Breeder Reactor
durJ.ng its markup session of the DCE Authorlzat.lon on June 8. ,

—The Committee agreed to-a Melcher Amendment which is a modlfled versmn of a:
Church Amendment that had been rejected by the Commlttee durJ.ng the markup session i
- on the prevmus 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 w1th the CRBR. He would
~_have S159 millien, as per the House bill, to do so; if he decides to terminate the
~ project, he would have the $13.4 million which the Administration requested for- .
termination, plus $55 million for new conceptual design work. This $55 million
" is camprised of $15 million -- which. the Administration had requested for technology
integration, for conceptual design work--and. $40 million more than the Administration.
request. This $40 million comes out of the $159 million which would have been ‘used to
contmue the CRBR, leavmg an unused balance of $119- mJ.lllOl"l in the Conmlttee s



CRBR budget for FY 79.

Part B. Assuming the CRBR prOjeCt is termn_nated the Secreta.ry would authorize
the development of a new conceptual design by March 31, 198l. Such a new de51gn is.
to be a proliferation resistant fuel cycle, such as uranium thorium or the civex
- process, and could also involve alternatives other than the licquid fast metal
breeder, such as- the gas~cooled breeder. - The Committee 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 rnllllon. These funds ‘would
be for a strong breeder technology base program. o R

The Comm.xttee has scheduled a further markup ses51on for June 12. :

'_--—On the House 51de, Congressman Teague is now helpmg us Wthh should put us.
over the top.. - _ : :

o APPROPRIATIONS ‘BILIS ,

-—Last week, desplte efforts by White House C.L, QvB, 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 $l Billion from HEW for "fraud, abuse and waste.”

-—=When cons1deratlon of the blll resumes on. Tuesday, the House will take up two. .
anti-civil rights riders (one on affirmative action and the other on the elementary ‘
and. secondary schools civil rights survey), and a Leadership amendment to contimue
- present restrictions on abortion (instead of the much ‘more str.mgent language-
oontalned in the Committee bill).

: ——On the Senate s:.de, the Iabor-HEW Subcommi ttee w111 resume its mark—up on Wednesday,
June 14. OMB reports that Senator Magnuson has been showmg an unusual degree of:

 fiscal restraint this year, both in his speeches and in his-initial action on the bill.; L

Nevertheless, the Senate subcommi ttee traditionally. boosts funding above the levels
recammended by the House, so HEW must monitor pre-subccmm.ttee action carefully to:

try to defeat proposed spmdmg add-ons

| —You are meetmg with Senator Magnuson -on Manday to try to get h.'LS help in cuttlng
add—-ons to. the controllable: items. _

x|'_

T 2 TRANSPORI'ATION

o —On Frlday, the House fa_Lled to complete actlon on the 'I‘ransportat_lon Approprlatlons
bill, so 1t will come up again next week - : , s

3. PUBLIC WORKS T Ty e

-—We are working with OMB, Interior, the Corps ‘of Engineers and DPS on a strategy |
for the Public Works Appropriations bill.- The strategy will be outlined in-the -

brleflng paper for your meetmg with. House Members on Monday S
oy AGRICULTURE | |

-~The HOUSe__ APPI'(_DEZ’riz:Itions_ Committee has scheduled.a full committee for next Tuesday:
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S ;

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 serlously constrain Secretary. Bergland S .management .
flexibility. We oppose this bill in its present form. We are not aware of any :
specific strategy USDA will employ to reduce add-ons or eliminate the language

We suggest that you urge Secretary Bergland to become personally J_nvolved

STATE/JUSTICE/COMMERGE

MB expects the following amendments durJ_ng House floor actlon next Monday _

~A Beard amendment to prohlblt the use of funds for noxmallzlng relatlons of

- Y—An Ellberg amendment to J_ncrease funds. for ﬂs (h.'LS amendment would add nearly
1,000 posi: positions 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 ma.rket
‘surveys. .
-A Levitas amendment to prevent prov151on of approprlatlons for the. FTC untll

~ the agency's authorization bill is' passed." : : :
~A Risenhoover amendnent to reduce FTC fundlng by l/3.-

6 . HUD-INDEPENDENT AGEI[\ICIE‘S

'-—We expect the follow:.ng floor amendments to this bJ.ll next week:

-A Brown amendment to increase EPA R&D by $20x mJ.llJ.on (to a level above
the budget) . : ;
-A Beard amendment to J.ncrease fund.mg for the Selectlve Serv1ce System above

| thebudget

"—No floor amendments a.re currently expected to add more money for veterans

programs.

——'I'he suboomm.ttee has asked the Ad:m.rnstratlon to support their $300 mJ.llJ.on cut L‘\ o
to EPA construction grants which they justify in temms of attracting EPA's attentlon T
to proceed cautlously on expensive pro;)ects utilizing new technologles.v L o

9.  DEFENSE

—The Subcmmu.ttee on Defense continues marking up. ' The Research and j,Deir.elopn. ent -
markup is now completed. It is scheduled to take up the nuclear carrier and nuclear -

. cruiser items on Monday, and finish on Tuesday. DOD estimates that funds for the

nuclear carrier will be approved, but not the funds for the nuclear cruiser. At

present it appears that the Full Approprlatlons Comm.ttee will ma.rk-—up after the

July 4 recess.

8. MILITARY CONSTRUCTION.

’ ——The Subcommittee on Mllltary Constructlon, Senate Approprlatlons Committee

completed mark-up of the FY 79 MILCON- Approprlatlons Bill on June 7. Full committee.
mark-up is not expected until late June. ‘The net result of the Subcommittee:

mark-up was to reduce the requested Budget Authority of $4.25 Billion by $315 mllllon L

(an approximate 7.5% reduction). The cuts generally fcllow those the Armed Serv1ces

L,ommlttee made on NATO COnSx.ILlCthI'I pro;ects
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—-0On -the House side the Full House Appropriations Committee campleted its mark-up.
of the FY 79 MIILCON Appropriations Bill and filed their Report on June 1. The -
. net result was to reduce the requested Budget Authority of $4.25 BllllOn by

$408 mllllon (an approx1mate 9% reduction overall) : .

' —While reductions for Europe are not as severe dollar—wise as those by the Senate
vArmed Services Committee, they affect the same urgently required prO]eCtS

9.!. , FOREIGN ‘ASSISTANCE

-—The forelgn as51stance approprlatlon, already cut by. a bllllOn dollars in the
House Appropriations Committee, is in very serious trouble in the Housé. The .

" success of Proposition 13, our continuing efforts to hold the line on appropriations..
- for domestic programs and.electlon-year jitters are creating an extremely unfavorable
climate. We now expect Doc Long to move 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, mcludlng proh.l.blt.lons on J_ndJ_rect a551stance to Vietnam and other target
vcountrles. I S - _ ) R -

-——On Monday VJ_ce PreSJ_dent Mondale, Secretary Vance, Secretary Blumenthal and
Governor Gilligan will address the Freshmen and Sophomore Caucuses. .If ‘that session
is successful, we may not only stop the erosion of support, but shcw the leadership
that we J.ntend to flght all out for this blll. ,

- —There will Stlll be - opportunltles to restore some funds and lift restrlctlons in’
the Senate. At this point, however, it is reasonable to ant1c1pate that the FY 79
foreign assistance approprlatlon will not exceed this year s by more’ than the- rate
of inflation. - _ o

- 10. IN’I'ERIOR

s —-'I‘hls bill was orlgmally scheduled for Floor action in  the House'this cmmng week

" but it has been taken off the calendar. We have serious problems with.the bill. We
have asked Interior to provide us w1th -a. detailed strategy mcludmg ass:.grments, by -

“the close-of-bus:.ness Wednesday . : _ o

ll. SMALL BUSINESS AIIIIINISTRATION

‘—ThlS bill is scheduled for cons:.derat.mn on the House Floor on Monday as part

_of State,. Justice, Commerce and the Judiciary. The Committee reported budget

. authorlty of $1,090.8 Billion-~this is $263 4 BllllOn (329—) .over the Admmls«_ra-
t.lon s budget of $827 4 Billion. _ : , e

—-OMB, CL and Anne Wexler met- w1th Adm:.nlstrator Weaver on Thursday He will be
asked to develop a strategy to bring thlS in llne on the Senate sme. -

‘ 'FOREIGN POLICY AND DEFENSE ISSUES
1. Turkish Arms E‘mba.r,go;. -

--Aur activities next week will center on efforts to contact the approxunatelyr
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100-150 Congressmen who are not firmly committed on this issue. Ambassador Ron -
. Spiers will be meeting with same two dozen of these Congressmen on Monday and Tuesday,
~and we hope to invite fifty more 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 B
‘Senate Armed Services Committee hearings which Senator Stennis. has promised to = -
convene. General Haig will be returning to Washmgton late next week to bng_n a -
schedule of brleflngs on the Turkish anbargo issue. ' , » ’

—-—Followmg the meetlng on Thursday morning, Secretary Brown talked er.efly w1th
John Stennis about the upcoming Armed Services hearings:on the Turkey 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.
More and more we are finding that objections to lifting the embargo are not L
_ predicted on-substantive reasons, but rather result from pressure from Greek
oonstltuenCJ.es. : : : : :

" Ecevit's Act1v1t.1.es in the United. States—Turkish' Prime 'M'J.nlster E‘cevit' came back
to Washington on Monday, met briefly with Harold Brown and Mike Blumenthal, and then

appeared at an informal reception sponsored by the Senate Foreign Relations Committee. = -

' Those attending included Senators Sparkman, Javits, Percy, Sarbanes, Stone, Kennedy,
Jackson, Chafee, Danforth, Matsunaga, Schweiker, Metzenbaum, Bellman and Zorinsky.
Ecevit 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 ltS desire to stay in NATO and work closely with the Un.lted States.

Monday nlght in New York, Ecevit met for 2 !5 hours w1th :John Bradanas, Paul o
Sarbanes and Ben Rosenthal. The. meeting changed no'minds and was clearly not an
easy session for Ecevit who was pressed hard by the ‘three leglslators for some: -
‘ hlghly v1$J.ble, pre—negotlat.mg concession-on- Cyprus ,

_,Waldhe:m s efforts to organize an informal meetlng in: New York between Ecevit,.

“Kyprianou, Denktash and possibly Caramanlis,.broke- down: because  of Kyprianou's

- preoccupation with seeing Ecevit alone and the reluctance of Caramanlz.s to get -
 actively “involved with Cyprus questx.on at this time. . Kyprianou will be in Washmgton

. later this week to talk to the Senate Foreign Relations Committee and the House .
International Relations Committee. Ecevit leaves for Turkey tonight; Caramanlis N
-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 taJJcs go:Lng before - the embargo: quest:.on
L -1is resolved by the Congress, B . Y _

' General Halg Before House Armed Services NATO Subconmlttee-General Halg, in response '
to a request by Chairman Daniel, began his testimony before the NATO Subcommittee-
with his estimate of the strategic importance of Turkey and- the necessity of
restoring Turkish military readmess “to NATO. Halg s comments formed a very strong
pule.c record on this subject.. : : : :

—-In response to a questlon, General Haig. speculated about the Turklsh reaction if -
- the embargo were not lifted. In addition to predicting the expulsion of the US-
presence, substantial Turkish withdrawal from NATO and termination. of US mtelllgence

 .activity in Turkey, he stated that Turkey could well move toward neutralism and

unpllec ‘that Turkish movement toward the Warsaw Pact could not be excluded..

N
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-2.- SALT IT

- —Secretary Brown testified Thursday before Senmator McIntyre's Subcammittee on

the implications of a SALT II Agreement on Military R&D. In general, the hearing
went well. Senator Garn vigorously pursued a point of view to the effect that the
Administration's Defense programs are.grossly inadequate and have allowed the

. Soviets to move ahead of us. ‘Secretary Brown set the record straight; however, we -
- should note that this is an increasingly" recurrmg theme and we can expect to hear
more of 1t as Novenber approaches. ‘ A

- 3. PalestJ.nlan and Vletnamese Refugee HearJ_ngs

~-—A551stant Secretary Maynes (and Deputy A5515tant Secretary Carlm) on. June 7-
separately testified before Chairman Long and a few members of the Foreign’ Operatlons
Subcommittee of the House Appropriations Committee on the Administration's supplemental
requests for our PalestJ.nlan and Vletnamese refugee: programs - :

- —-Both Chalrman I.ong and rankJ.ng Republlcan Member Young raised a number of crltlcal
, 'questlons with. regard to the supplemental approprlatlon request for the UNRWA - _
program. Long, in particular, stressed his view that the Arab world 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 Administration responded to a number of detailed questions regarding the composi-
‘tion and economic situation of the Palestinian refugees. Maynes strenuously argued -
" that a failure to approve the Administration's supplemental request for $9.5 million
- would introduce a particularly negative response from the Arab world at this sensitive
- moment, would mean significantly reducing many of UNRWA's secondary school . programs,
and provide the PLO the opportunlty to: assume a greater leadershJ.p role in refugee

camps. ‘ o
i '—Wlth regard to the request for.an addltlonal $17 million to- replenJ.sh our Viet-"

namese refugee program, both Long.and Young seemed far less-hostile to the program
than previously and were interested mainly on how many refugees might ultimately: -

- enter the US, how much it would cost to maintain the refugees once in the United

States, and whether the United States Govermnment took the approprlate procedures
- for insuring that spies were not permitted to enter the country. ' Reassured on all
: 1ssues, Long term:.nated the hearmg after 30 minutes of quesuom.ng. '

4. Antl—TerrorJ.sm blll

-The Senate | Forelgn Relatlons Ccmn.lttee held a hearlng ‘on the RJ.blCOff antl—terrorlsm
_bill Thursday. It was a sparsely attended, perfunctory session with very lJ.ttle ,
' cross examination of the Administration's w1tnesses. State, Justice, Commerce, and

: Transportation were represented. The. Administration.offered support 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
removed a country fram the list of those deternu.ned to be supporting 1nternatlonal
terrorlsm. .

=—Very few Senators have focused on this leglslatlon, it seems to be prJ.marlly a .
.. a staff operatlon, except for Ribicoff's personal interest in’ havmg a bill.



-11-

the face of the Administration's recommended changes, the markup originally . _
- scheduled for Tuesday of next week was postponed until June 20. Meanwhile, the

staffers most intimately involved in the drafting -(aides of Ribicoff and Javits)
were scurrying to see where they stood on the committee. We are working the -

committee as well, making it clear that Administration support is contingent wpon

the recommended modifications. There is some concern among .other staffers on the
SFRC that the legislation would J.nadve.rtently 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. State feels that this concern can be-.
parlayed mto an acceptance by the Conmlttee of our ‘recommended changes

5.;' Intexnatlonal Flnanc1al Instltutlons

C _—-Treasury cla;uns to have fou.nd J_ncreasmg 51gns of dlsaffectlon among House lJ.berals '

Mt
Sopr'

toward the. Foreign Aid Bill because of the Administration's opposition to the House }

-Approprlatlons Committee's decision to add $880 million to. the Labor/HEW bill and -

our support for the House Armed Services CommJ.ttee [ dec1510n to increase our

'vorlglnal spencu_ng Tequest ror Jderense.

7 ———

-—Rep. Dave. Obey has decided against any’ ‘further work for. the Forelgn Aid bill '_
(and has pulled his staff off the bill); and Pat Schroeder and Ron Dellums are
toying with the J.dea of support.mg cuts. in forelgn aid because of the switch on
defense. ., :

: ——Meanvdule, Treasury is prepar:.ng materials for 1‘he House floor debate, now

scheduled for the week of June 19. Attacks on the IFIs 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 impose an 8% across—the—board cut or-a $5. 84 million reduction .
-in the aid bill. - s . _

. 6 W:Ltteveen Fac:.llty

—The human rights: issue and the budgetary treaiment dJ.spute Stlll locm as the key
- factors which will delay prompt passage’ of ‘the Witteveen bill,  the I.abor—Law

Reform flllbuster not w1thstand1ng. ‘

- =—0n human r1ghts¥ the staffs of our floor managers—-Church, 'Javitsf,,fan'd :Stevenson-—
. are not in agreement on either tactics or substance. . Treasury will call a‘meeti'.ng

of the partJ.es thlS week to dlSCllSS this problan.

R ~~—The. budget issue has reached the pomt where only Stevenson seems J.nterested in

. holding on to the exchange of assets position as a possible bargaining chip. - ALl -

other key Senate figures seem ready to proceed with the alternative of ‘appropriating .
the full U.S. contribution. Until and unless we tell Stevenson to-say "uncle", the
guess at Treasury is that he w1ll hang in there with our orlglnal p051tlon :
7. FY 79 DOD Authorization ; '

-—If the Senate goes toa "two trac}\" system during the Labor Law ‘Reform fllJ_buster,‘,

- it is possible the bill could be considered this month. However it is more
: J.J_kely to come up after the July Fourth recess. ' : ‘-
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. MISCELLANEOUS -

—-=Rep. Phil Burton has been feelJ.ng out among his supporters the idea of attemptlng
to get a rule changed by the Democratic Caucus to make the Majority Whip's job. an

.elective position. If he were to succeed in this ploy, he would then run against

Rep. Brademas for the Whip's p031t10n rather than for the Majority Leader's p031tloh

:At the moment, this is purely in the speculatlon stage with the Burton forces.
'(Hlstorlcal note—Burton lost a move to do thlS in caucus -in- 1973 by only 2 votes).

The. Democrats plan to caucus in ea.rly December in preparatlon for the 96th

‘}Congress. : (thJ.s 1s—at thlS pomt—vexy conf:.dentla.l)

o --We believe that the house Leadershlp s activity last week on the I.abor/HEW blll
- was designed-at least in part-to give us a message, to wit: "Don't try to go o
agalnst the Leadershlp when they are actlvely oppos:.ng an Adnunlstratlon pOSltlon "

“——The fall-out on Capitol Hlll from the 2:1 v1c1:ory of Propos:.tlon 13 in Callfornla

will be considerable, as was seen in debates subsequent to Tuesday s election.

- Our task is to flgure out the best way to- capltallze on'it.

--Rep Blll Alexander, in conversatz.ons w1th WhJ.te House Congress:.onal Llalson, has
- indicated that the damage experienced by the Administration on the Labor/HEW: . -

' T’Approprlatlons strategy happened because there was no clear Administration strategy
. starting at the subcommittee level. Alexander seems to think that if we had started:
- early enough, we might have been able to avoid a break with the lLeadership. We-

will explore this further with Alexander in a later meeting. Craig Raupe, Jim -

" Wright's chief aide, feels that it 1s just a temporary set back. . We. are hea.rJ.ng an
T .;_equal number of both ocmments. S . _ .

: 7-ERA extension. Don Edwards plans a Ju&:.c:.axy Conmlttee vote as soon. as extinsion.
proponents have the votes. They do not want to give anti-~ERA forces time to gear
~up. Edwards, Holtzman, Martha Keys and Mary Rose QOakar have asked that you meet .

with the Judiciary Committee to develop support. Edwards is working very hard on -

- this. He continues to be very supportive. of the Adxmnlstratlon, both in Wasl’u.ngton
‘andathome Suggestaphonecalltoh:mthlsweek S : S

Regulatlons. ‘I‘reasury reports that, -in addltlon to the poln.tlca_l dJ.ffJ.cultles
that these reg\ﬂ.atlons have caused us with opponents of gun control, the last few

: weeks have also strained relations with our supporters. - There is considerable - o
“suspicion that ‘the. Departnent s’ position on the regulations and on gun control is. -soft. |

. Treasury reports that late in the week they assured Senator Kennedy of White House: -

. support for the regulations. Kennedy had ralsed questlons ea.rller in the week : )

about the degree of Ade.nJ.stratJ.on support

—The" nomination of Henry Geller to be Assmtant Secretary ‘of Commerce for Tele—

cammunications and Information-is still being. held hostage by Senators Hollings and:

" Goldwater. They want 1) Barry Jagoda to appear before the Cammunications Subcommittee

to explain his actions with respect to. the drafting of public broadcasting- legislation-
and the selection of board 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 Monday to urge that
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they relent the prospects are only 50-50 because the Senators are enjoylng the

_ pub11c1ty The corporate media is supportlng their efforts.

' —Senator Sasser, according to his staff, has been n’oderately pleased with HUD since

the Tennessee trip. - However, the problems involving the replacement for the Area -
(State) HUD Director and the Knoxville UDAG grant have not been resolved so Sasser
is Stlll reserving judgment on both HUD and us..

~-Senator Jackson- is upset . because of the mmment EPA announcement that Coalstrlps |
3 and 4 (huge ooal-burn_mg power plants: in Montana) will be denied licenses. The S

: power would be used in Washington State. Jackson says this is a setback for the

Coal Conversion bill and, at one point, -threatened to withdraw his support for

R the bill.  Doug Costle is trying to molllfy Jackson but plans to proceed w1th the-
L

-announcanent next- week .

a(' —-Senator Paul Hatfleld is- understandably dlsappomted by hl.S primary loss to: Max
Baucus and, according to his staff, is at least mildly disturbed that he got no -
more support from the White House after he walked the plank for us on Panama, ’ .
the B~1, and- the arms sales. Some missionary work, by us, and ‘perhaps ‘even a v151t o

- with you are in order.- We will need his vote for the rest of his term. Also,,

other Senators will be watch:Lng how we treat him.

-—A group of blpartlsan Senate wives are dlsturbed that the First- Lady is noti -
meeting personally with them to discuss Soviet Jewry on June 13. The wives are.
‘putting on the heat at home and, as a result, we have received- a couple of calls
from Senators themselves (notably Jackson) urging a "campromise": that the First
‘Lady meet with representatives of the wives group (Mrs. Jackson, Mrs Williams:,

ﬂ“[’nand two Republican wives) on the 13th which is 51gm.f1cant as the annlversary of -

the J.mprlsomnent of certain Soviet dissidents.

_——Secretary Kreps MeetJ.ng w1th the Hlspam.c Caucus. At the request of the Pre51dent ,'T S

. Secretary Kreps met with Members of the Congressional Hispanic Caucus. - The meet:.ng

- was positive and most of the Members' concerns related to the 1980 Dece.nm.al
. Census and. measures being taken to minimize the undercount of persons of Hispanic -

origin. The Secretary welcamed their input in the planning process for the 1980:

Censusandasked the BureauoftheCensustomakeeveryeffortpossn.bletoaddress

theJ_r concerns.

—=Child Labor Regulat.lons. We are receJ.VJ.ng J.ntense pressure from the Northwest— - e
Congressional delegat.lon and Governors—--to. pule.sh our final regulations:before the o
berry season is over. - The biggest obstacle is the. lack of positive ddta fram.. o

. . EPA-on pestlcn.de tolerance levels. As a result of the failure the Congress w111 -
o J_n the Approprlatlons process nullJ.fy the EPA J.nput requlrement. o . S
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. FLOOR ‘ACTIVITIES, WEEK OF JUNE 12

'-Mondax—— 3 suspensions:

1) H. Con Res. 612, To Condemn Human Rights Vlolatlons by Uganda

2) HR 12441, Toxic Substances Control Act

" 3) HR 10255 Comprehen51ve Fish and Wllle.fe Management.

-- HR 12933, Transportat-lon Ap&oprlauons'

— HR 12934, State/Justice/Camerce Approp;riations.l.. (We support the bJ.ll
but are concerned about some of the increases in- the SBA area.

Tuesda ay — 3 suspens:.ons.. |

, Mﬁ, fc b\ 1) HR 11886 Veterans DJ.sabJ.lJ.ty & Surv:.vor Beneflts Act

0‘/ f‘z 2) R 11888, Increased Compensatlon for DJ.sabled Veterans

& .
&/‘( ﬁj : 3) HR 10173 Veterans and: Survivor Pens:.on Improvement Act.

— R 12929 Labor/HEW Approprlatlons.

" ednesdax b
e HR 12935, LeglslatJ.ve Branch Approprlatlons. .,(Weflwould?- not objeCt to
= the bill.) T

E ‘_—HR 12928, Public Works Appropriations. ~ (We do not support the bill .
. ﬂpf” - unless it is amended to remove many of the discretionary increases:. -
- mclud:mg fIde.ng for the eJ.ght water projects deleted last year. Yo

'— At ll 30 AM on Wednesday, the House w1ll recess for 1 1/2 hours
for Flag Day cerennm.es. : _ _ o

| — HR 12936 HUD/Independent Agenc1es Approprlatlons e 4

| - HR 12505, Solar Power Research & Development.

. _rida’.._ .

t;--, HR 12927, Mlllta.ry Construction Approprlatlons.

'f- HR 11493 Amtrak Improvement Act of 1979.

Monday -- Mrs. Allen will be sworn-in as the new Senator from

Alabama, followed by three hours of tr:.bute to the late -
Senator James Allen. : :

- —-= HR 8410, Labor Law- Reform. .
esday - Labor Law Reform - cloture vote..

I§ds)
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TO: PRESIDENT CARTER

FROM: HAMILTON JORDAN 1/7

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

coming back Thursday.

My mother, brother and his family are coming up. We
are‘goihg 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 me to return.

I hope that you will be able to take a full week or ten
days off soon as you have been‘going'non—stop for the

past ten weeks. Phil is looking for a time.
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THE WHITE HOUSE
- WASHINGTON

“June 12, 1978
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Hamilton Jordan

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

o Rick Hutcheson
cc:  Tim Kraft : o
Jim Gammill
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WASHINGTON
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THE SECRETARY OF DEFENSE 7
WASHINGTON

A
N9 wm 6”4'/

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 their
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.

vy




- :
THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS
WASHINGTON .

EYES ONLY

June 10, 1978

MEMORANDUM FOR THE PRESIDENT
eLS

From: Charlie Schultze

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 retail sales declined 0.2 percent in May, following
strong gains (1l-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.
Nondutrable goods sales were up only a little, but this rise
was largely due to increasing food prices.

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 -- largely 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.
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Department of Energy : @
Washington, D.C. 20585

. June 6, 1978

MEMORANDUM FOR THE PRESIDENT
FROM: JAMES R. SCHLESZINGERM

SUBJECT: EXPORTS OF CALIFORNIA CRUDE

As I indicated in my earlier memorandum to you on California
crude o0il 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 o0il being sold in

. California, and the price control 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
least 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 deterioration of California crude
production in an effort to improve our balance of payments.
It would now be inconsistent to reverse 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 allev1ate the unsatisfactory market condl-
tions for California crude are:

o More favorable entitlements treatment for California
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.




e} Allowance of exports of excess residual fuel oil,
which are currently in oversupply. Because of
this surplus, refineries have cut-back productlon,
leading to West Coast shortages of gasoline.

o Further case-by-case entitlements benefits to allow
California crude to be moved to Gulf Coast, East
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 requireés use of U.S. flag 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.

We have consulted widely with relevant members of the House
and Senate. "Although the response to these proposals has
generally led to support or acceptance, a number of members
of the California and East Coast Congressional 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 Coast. 1In particular, a proposal has
been made by NEPCO, a Caribbean refinery, to purchase up

to 200,000 barrels per day of California crude.

The NEPCO proposal would have the follow1ng advantages:

o It would provide a 51gn1f1cant market for Callfornla
crude oil, preventing further shut-in wells, .
increasing domestic production, and improving the
market for Alaskan crude. o

o It would back-out foreign crude oil currently used
by the NEPCO refinery and at the same tlme help.
ease the West 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
set by the overall market for residual fuel oil
and other products. In any case, the $.60 per
barrel net rewvenues expected under the proposal
would not allow for substantial price reductions.



o If only NEPCO were to receive this special treat-
ment, the Administration could be subject to
criticism for favoring one particular refiner.

Ke) 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 broadly available,
however, the pressures to expand exports to include
- Alaskan crude would be substantial.

o} An export arrangement such as that proposed by
NEPCO would be perceived as exporting refinery
capacity. The broader availability of export
alternatives 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 problem. 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. :



THE WHITE HOUSE

WASHINGTON

June 12, 1978

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

In view of potential balance of payments benefits, as well as the possible need.

~ for additional relief for California in establishing and maintaining markets for
its heavy crude oil, | would like to have a complete analysis of the options

available for exporting California crude oil to Bahamian and Caribbean refineries
on the condition that the refined products are reimported to the United States.

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 pnce of residual fuel oil on the east
coast;
. . the extent to which California crude could replace Mlddle Eastern .

or other foreign crude now being run in Caribbean or Bahamian
refineries, 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 oil transportation
systems.

I would hope that a complete analysis of these and other relevant factors could
be completed in three weeks. This analysis should also cover the possible
conditions, including time or overall volume limitations which 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 19
-MEMORANDUM FOR THE PRESIDENT ngﬁ
FROM: JAMES T. MCINTYRE, JR. \A%""f &)
SUBJECT: Schlesinger Memo of June 6, 1978 on EXports of California

Crude 0il"

Consistent w1th my memorandum: of May 15 I continue to support Jim Sch]es1nger S
proposal to export or swap California res1dua1 fuel oil to help ease the
crude 0il1 over-supply problems on the West Coast. I remain concerned,
however, about further attempts to fine tune price controls through
extensions of the entitlements program--to further subsidize, in this
case, the use of a particular type of crude oil .and its transportation.
Continued expedient use of entitlements to-alleviate special problems
on a case-by-case basis increases regulatory complexity and burden as
the Federal Government tries to substitute its judgment for that of
market forces to correct supply/demand imbalances. It also makes it
harder to achieve your goals of decontrol and phase-out of the

- entitlements program as the Crude 0il Equalization Tax is phased in.

- With respect to your question about the desirability of leaving California
crude in the ground for future use, I also support Jim's advice. Adverse
impact on our balance of payments problem, the high production costs of -
reopened shut-in wells, and the need for internal consistency of your
energy policy--are all convincing arguments for avo1d1ng shutting in

.California production.

The new element discussed by Secretary Schlesinger is the New England
Petroleum Corporation (NEPCO) proposal to export Califernia crude to

its Bahamian refinery, import to the U.S. East Coast all the refined
product of that crude (primarily residual- fuel o0il), 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 have, for example, the clean regulatory relief of the residual fuel oil
export option which presumably would allow export sales at world market
pr1ces 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 that this was a matter of some sensitivity in the
previous Administration. I believe it would be inadvisable for you

to risk charges of favoritism which appears to 1nvo]ve known public
figures.
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If the NEPCO proposal were extended to include its competitors in the
Carribean the proposed favoritism charge might be muted, but I believe
there would be other disadvantages. Under this option, there would be
a p0551b111ty of exporting considerably more than the 200,000 barrels
per day maximum contemplated in the NEPCO proposal. Ser1ous opposition
would develop for at least two reasons. First, the substant1a11y
~greater volume of California crude exports that would otherwise be
shipped in U.S. flag tankers to the U.S. Gulf and East Coasts would

be shipped to the Carribean in foreign tankers. A strong, negative
react1on would come from the U.S. maritime interests including the
unions. ‘Secend, because Carribean refineries are operating around 65%
of capacity, their incremental cost of additional output would be Tow
and less:than that of U.S. refiners, who are operating at over 90% of
capac1ty, Thus, there would be a tendency for the Carribean refiners
to increase output 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. refining capacity--only a modest concern in
the NEPCO proposal--would, it seems to me, become.a major consideration
fraught with strong political opppoesition in an expanded NEPCO proposal.
For these reasons, I am pursuaded that you ought not now choose NEPCO
or an expanded NEPCO option without further careful consideration.

I would urge that you ask Jim to.analyze very carefully without delay
an option that would allow the export of California crude to
Carribean refiners provided that all products from that crude be
shipped back to the U.S. domestic 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
production and beyond the amounts of California crude that U.S.
refiners themselves could use in the short run.to displace imports,
then the displacement effects that would cause the opposition from
maritime and U.S. refining interests would be eliminated. . This
type of option would help 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 Schlesinger's recommended approach
is not sufficient to resolve the California crude problem, then the
Administration should be ready to act without delay—-perhaps along
the lines of the option I have just described.



ETZENSTAT
COMMENT



THE WHITE HOUSE

WASHINGTON

June 9, 1978

MEMORANDUM FOR : THE PRESIDENT
FROM '§Z'STU EIZENSTAT
(ITTY SCHIRMER
SUBJECT: ' SCHLESINGER MEMO RE: EXPORTS

OF CALIFORNIA CRUDE

In general, we concur with Jim Schlesinger's recommendations
for dealing with the California crude o0il shut-in problem.
As Jim points out, we do not have the option of leaving the
0il 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. Ve 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 reimported 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 ecrude. Overall, however, we
believe that the political reaction to Jim's proposal will
be manageable sincer

e In a separate-actign, DOE proposes to adjust the
entitlements treatment now afforded resid used on
the East coast, a measure which is more popular and
effective in leveling out resid prices than the
export for 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 reimport option. We 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 still
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 briefing. 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 controversial.
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 least some of the credit for the relief which is
afforded. Frank Moore's staff concurs with our recommendation.

DECISION
Direct Secretary Schlesinger to provide analysis of export for
reiggort option within three weeks (directive attached).

yes no

Secretary Schlesinger to announce program at a White House

briefing.
L// yes no /

Hse



.
a4
— L)
.
v {
i
I
i
t
i R
i
i
H
]
!
i .
, y
i
h .
il
.
i (.
.
: i
i
. ; . N
N
Lo
. B “;.\
3
h
i
i
. i
i :

THE WHITE HOUSE
WASHINGTON
1/18/78

Charlie Schultze

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

Rick Hutcheson

cc: The Vice President

% Stu Eizenstat
E - Bob Lipshutz
Frank Moore Jody Powell
Y Jack Watson Anne Wexler

4 POSTAL LABOR NEGOTIATIONS

<.
&
R 4

Landon Butler Jerry Rafshoon
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THE WHITE HOUSE
WASHINGTON

.1/18/78
Mr. President:

Attached are two papers on
the postal labor negotiationms:

- a general backgroundlmemo
from Eizenstat and Butler;

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

Landon and Charlie Schultze
are also preparing some

Q & As for you and Jody to
‘use. o

"Rick
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THE WHITE HOUSE

WASHINGTON o : (‘ _

MEMORANDUM FOR: THE PRESIDENT

FROM: STU EIZENST
LANDON BUTL: \ :

BOB :MALSON!A_

SUBJECT; ' ~ Postal Negotiations ahd.Contingency:Planning

Introduction

The current contract between the Postal Service and 550,000
bargaining unit employees expires at midnight Thursday,

July 20. Negotiations have been underway since April 20.
This memorandum identifies the key individuals, outlines the
status of the negotiations and contingency plans; describes
the fact-finding and arbitration procedures and sets out

the areas of responsibility for the White House staff.

The Parties

Management:- Bargaining for the USPS management is Deputy
Postmaster General James Conway. This is
his first time at the bargaining table.

.Labor: The unions are represented at the bargaining
table by the three AFL-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 Letter Carriers

* (NALC) represents about 225,000 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.)

Mediator: 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 wage 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 Procedures

If the parties have not 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: dlrect that a fact finding body
be chosen by the parties.

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 major 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
with the Administration, has established contingency plans to
cope with any strikes 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 correspondenceVWOuld 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 will ask that you
declare a national emergency. Should you comply with the
request, the Defense Department 1s 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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%, v . sADMINISTRATIVELY CONFIDENTIAL--NOT FOR CIRCULATION

T : THE CHAIRMAN OF THE - C

COUNCIL OF ECONOMIC ADVISERS -

WASHINGTON L _ - 2

'June 10, 1978

MEMORANDUM FOR THE PRESIDENT

From: . Stu Eizenstat 09&&, o
"Charlie Schultzé - ;LS :

Subject: Cotton Dust; Further Troubles

On Wednesday at the meeting 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 prineipal elenents- :

1. Englneerlng controls would be regquired to be
-. in place at the end of four years on an industry-
: wide basis; individual firms must lay eout a plan
to get there at the end of four years but could -

not be required to institute such controls before
* . then.

2. Individual firms could apply for an extension
beyond four years, if they could make the case
_that it was 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. -

violates every major aspect of that agreement, and is
tougher than the earlier regulation. They have moved to
get the regulation out immediately 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.

\
| . ,
OSHA has now drafted a regulation which apparently i

What has happened

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
won a major victory.
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2, On Friday afternoon we viere rnformed that Eula Blngham :

had signed a new regulation, with photographers in attendance,

and was sending 1t to the Federal Register.

3. Stu 1mmed1ately called Blngham and directed her ndt
to send it to the Federal Register until it had been
reviewed. She agreed. ‘ ’

4, At the end of;the Wednesday meeting we reguested 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" stating in four sentences, what the
significant changes were.

5. On Frlday evenlng we were told by a special'assistantl

to Secretary Marshall that not a jot or tittle of the new .

regulation would be changed except at the direct order of‘

~ the Presraent,,

'6. on Saturday mornlng a hlgh OSHA off1c1a1 told a CEA

staff member that the regulation had nevertheless been
sent to the Federal Register. Bingham on being gqueried
about this by Stu, said she knew it was at the Federal _
Register but that the Register didn't publish on Mondays;
(Secretary Marshall did not know it had gone.) A

7. OSHA refused to send us a copy of the regulatlon. On
Saturday morning staff from CEA and CWPS went over to OSHA,
to get excerpts from the relevant sections of the new. .-
regulatlon. : . :

..f_They were not allowed to xerox the relevant
"-passages. » o

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

-“fThey were'restrlcted to takrng notes. (Hence - S
the use of the term "apparently," above.)

8. OSHA has arranged Congre551onal brief1ngs for Taesday;;

‘we have been told that Congressman Mahon has already been .

briefed; and OSHA will. formally promulgate the regulatlon

“on Wednesday, June 14.:.,>’ o Ll o



The new’regulatioﬂ.'

The new regulatlon requlres that, after 18. months,
engineering controls must be lnstltuted "as soon as. p0551ble
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 spec1flc understandlng
that you reached w1th OSHA. : .

| The only way a firm can get a "walver" to extend

- beyond four years is to be cited for noncompllance and -
then use "infeasibility" as a defense in a legal appeal
befaore an administrative law court (the Occupatlonal
Safety and Health Review Commission). :

_ ‘There is no provision in the regulatlon for a flrm

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 dlfflcult and selaom used
process. - : _

We have set up a meeting with Marshall and Bingham
on Monday to try to get accomplished what was agreed
last Wednesday.

Z»Impllcatlons

‘We consider. this a. flagrant and dellberate attempt

by OSHA to frustrate an express agreement reached directly
with you. Regardless of how the Monday meeting comes out,
we think you should perscnally 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 futlle;
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. Itis
forwarded to you for appropriate
_handling.

Rick Hutcheson
cc: Zbig‘Brzezinski

- TRADE AGREEMENT WITH INDIA
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THE WHITE HOUSE
WASHINGTON

6/12/78

Mr. Presidents
Brzezinski and McIntyre

concur. No objection
received from DPS.

Rick



THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS
WASHINGTON

7 JUN 1978

MEMORANDUM FOR THE PRESIDE,

FROM: Robert S. Strauss
Special Representatf}ivé for Trade Negotiations

SUBJECT: Trade Agfeement 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 pos51bly to announce the signing during Prime Minister
Desai's visit to Washington June.13-14.

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 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 MIN. It is the second agreement with a
developing country in the MTN, and thus further reinforces

the pr1nc1p1e that developing countries should make rec1procal
concessions in return for the benefits that they receive.

We believe that this Agreement will encourage other developing
countries to negotiate seriously w1th us as the MTN enters

its final phase.

The Indian concessions consist of elimination of "British
Commonwealth preferences", by which British products were
favored in the Indian market, liberalization of trade re-
strictions on imported machine tools of interest to the
-United States, facilitation of Indian exportation of mica, ’
liberalization of import restrictions on spare parts for gas
and oil drilling wells, and significant liberalization of :
restrictions on imports of almonds. The principal U.S..
concessions are tariff reductions for certain types of
carpets, several jute articles, and mica.



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 Governnent of India is that this phrase
indicates that India will negotiate other concessions 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 status 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 authonization-for me or my designee to sign
this agreement if negotiations are concluded satisfactorily?

APPROVE - e !

DISAPPROVE




United States Letter

1. I have taken note of your letter of ....... et eecnan..
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 thelliberalization
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 svecific
liberalization measures on spare parts and on dried, salted or
preserved fruits, which include almonds, referred to in your
aforementioned letter.

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).




3. I am pléased to confirm that my Government'desires to
implement the attached list "A" of thevTrqpical'Product offer
by:the.Government of the United States of America by : Q_
1975, and in any‘éase will impiemen£ not later than sixty days
iafter this exchange of letters.< The‘GOVernment of the United
States of America will‘implemént tﬁe concessions on the attadhed
list "B" of this Tropical Producﬁ offer, unless_there:is:failure‘
to reach satiSfactory-agreemént'with 6ther countries who afe
principalvor:substantial suppliers. In light of thé above,

if the G0vernmént-of the’United-étates of America does not
implement these concessions within a reasonable period of time,
~consultations will take place to determine alternative concessions.
4, This exchange:of ietters will constitute a trade under-
standing between our Governments. Such an'uﬁderstanding willv“
terminate:at the. time that tariff reductions, purshant to an
oﬁerall agfeement on tariffs’ih'thewMTﬁ, are'initially imple-
mented by theiGovernmentfofvthe’United States of America. It
is expectéd that the results of’this-undérstanding willk be-
incorquated into such an 6vérall MTN'ag;eement. 'in any event,
.the.understanding'may be terminated-by either party upoh.six
months written notice to fhe other party. | |

5. The question of fhe continuance of céncessions will be!
addressed by both sides atrthe concluéion of £he Multilateral
Trade-Negotiations, or by January 3, 1980, whichever is earlier.

©



In the interim, relyihg 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 of paragraphs 4 and 5 are still under
negotiation.



PRODUCTS OFFER BY Tim

"LIST 'A' OF TROPICAL
oGOVEPINE)“ OF THE UMITED STATES OP AMERICA
T50S N0 'SHORT'DESCRIPTIOW CT PRODUCT _EZE DQEE QETTIR
106.60  fFroj me at,.frevh ch1 d or 2. 5% Fres
. frozen. :
1£7.92 ”Hangoas,Aérepared:or preservéd f 3.75¢ 1.5¢
. L - : par 1a. per Ib.
305.20 " Jute 'yarns and roving, single 7.5% 3%
__under 720 yds. 2 lb. : ‘
305.22 ‘Jate yarns and roving, single ‘118 £.43
o 720 yds- or over a lb. R
_:305,28 | 'Ju te yarns and rov1pg, plied, 103 43
S ‘under 720 yds a lb. - ‘
335150 , luoven Fabblcs of “jute bleached, -  0.2¢ _‘0.08¢
S : colored, or Flane—reSLStanu.' - per lb.+ 2.5% per lb. +
- 347.30 Af_Narrow _abhlcs, JULe vnbbl 143 5.63
*360.15 ex. Floor coverlngs:plle hand—> 118 g3
- - inserted or hand knotted '
. valued over 66-2/3¢ per sag. ft..
o and not over 160 knotS'oer sg. inch. S
1 360.35 " Coir loor .coverings plle not’ hahd—' 5¢ 2¢
lnsarted or knott ed.i : per sg. ft. per sg. £i
1385;45' Bags, sacks, etc. vegetable 0.2¢ Frea
L 'fibers:exceot cotton. per 1b. vl.S%
385.95 j001r plle mats and nattlnga._‘ - 5¢/sq. £t. . 2¢/sq. fi
435.70 ’_-0plum | | $3.60 Frees
' per. 1b.
516.71 Mica, cut or stamped to dimen~ 113 4.45 '
- . sions not cver 0.006 1nch thick. "’ K
6.76 = Micé,'cut”ofistémped'and.perforated : o
) : or indented,_ove:‘O.OOGVinoh thiok; 12.5% . 5%
516.94 Mica articles, nspf. 12.5% 5%

The above tariff reduﬂtlons will be implem
fastest rate permissible under the Unite

*The actual extent and staging of further rgducLLOﬁa
vlll bo worked out as soon as oo;s*oTe -

‘ 5
[o %
'O .
[

Continu



LIST °B' OF TROPICAL PRODGCTS O

FFER 3Y THE

GOVZRIMENT OF '_U.\*ITPD STATZS Of‘ BMERICA '
'ShORm DESCRTPTLO“ OF PRODUC"' ©MFY DUTY
_Mango paste ‘and puln IR 7%

. Castor 011, valuyd over '. - 1.5¢
- 20¢ per Ib. o - o per 1b.-
Jute COI{CQE.ﬁOt.bléGChEﬁ | |

. not colored, etc. singlses 133

- yarn under 720 yds. a lo.

 The above tariff reductions will be implemeni
. the fastest rate permissible under the Unit
Trade Act. ' ' :



Indian Letter

1. I am pleased to inform, you tha£ the Government of India
has taken a number of autonomous measures .during thevlast two
years in the direction of import trade liberalization. These
form a basis of my Government's contribution to the attainment
of the overéll’objectives of the Mulﬁiiateral Trade Negotiations.
2. A numbef of these measures benefit.United Stateé_exports
'td India, such as the following: |

(i) The.withdrawal by the vaefnment‘of India of the
preferences extended to the United Kingdom_under the United
'Kingdom-India Trade Agreement, 1939. The value of United States
exports, baséd on 1975-76 statistics, benefiting from this
'éermanent withdrawal in July 1977 amounted to ﬁs. 311.8 million
which represented 15.7 percent of India's imports from all
sources.

(ii) The ihport Policyrregarding machine-tools has

been liberalized as‘detailedvin Import Trade Control Policy,

Vol. I, April 1977 - March 1978. The value of United States
exports of machine tboisxalone, based on ;975-76 statistics,
that Would bénéfit,from these measurés was of the order of
Rs. 15.54 million which represente& about 7 percent of our
total imports. |

(iii) The import policy of almonds has been
substantially liberalized as part of our policy in regara to

dried, salted or preserved fruits.



3; In order to resolve certain practical difficulties that
had arisen in the field.of mica expofts from India, thevfloor
priées-of mica power and bridge mica were reduced, the sharing
formula for éxport of mica beloﬁ size No. 5 was eliminated and
the division of mica scrap into two categories was discontinued.
4. The liberalization“mentionéd in sub-paragraph (i), (iii),
and (iv) df‘paragréph 2,ahd'in paragraph 3 coincideS'with the
requestsidf the.G0vernment of the United States of America.
Suﬁject tO'periodiévpolicy reviews and in acbordance with the
obligatibns and riéhts under the Genéral Agreement on Tariffs.
and Trade, we hope. to maiﬁtain the.process of liberalizatién,”
consistent’with India's development, finanéial and trade needs,
‘from which our majbr tradihg partners have'derivedvand can
derive furfher benefits.

As stated in YOﬁr lettgr of today's date, my Government
requests your Govérhment and your Government haé agreed to
imﬁiement the attached lists of the Tropical Products offers .
by the Government of the‘ﬁnited'sfates'of.Aﬁerica.' My
Government further hopes'yoﬁr‘Govérhﬁeﬁt-will bind these
conceséions in the General Agreement on Tariffs,andéTrade.

‘My G0vernmént‘cohCu:§ that this.exchange of letters will
constitute é trade understanding of the type described in your.
letter. ) |

Yours sincerely,
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srnumant coO have
i £ agre: Swerning
ticns ¢ trada for 35 '
ountries. This agresmant,
s e o e, is extremsly important
for the "Tokvo Round" of Multilateral Trade Negotiations
(3479) and for U.S. international trzde policy bacause:
{1) it is the first agreement batwesn thzs United States and
a developing country in the "Trcopical Prcducts” pnasa of the
MTM, i.e. the phase dealing with trede in producits of intere
to developing countries; '

The proposed U.S.-Mexican agreemesnt, 2 copy of which is
attached, calls for tariff concessions by iexico on 18
products with a 1974 trade value with the U.S. of 335
million, and for U.S. conce ssions on_ l7 oroducts with a
‘1874 trade wvalue with Mexico of $50.6 million. The fact
that the agreement provides gllghtlj greater coverage for
Mexico, in current dollar terms, re:loc:C_our MTN commiltmen
to provide "special and mora favorable treatment" for .
developing countries, where approoriate and feasible.
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The agreement also requirss Mexico to guaran _ ited
vantitative access to its markset for nin2 products, guan-—
ttative acceass ud to a specified leweal for e products,
nd in othar respacts imposes greater disciplime on Hoxico's
reatmant of imports than has existed oprevio e
ariff benefits of the agreesment will be ext the
nited States and Mexico to virtuvally 2ll cou under

thea most~fatored Pathﬂ pr1nglpla. : '

Tha agreement;has_been’examined carefully and evproved by

all agencies of the Executive Branch that are concerned with

internationzl trade policy. We have kept the Congrassional
trade subcormittees 1nrorm°d throughout the nregotlations
that Xed to the agreement. Although implementation of ths
cgrzemant doss not reguira formal Congrassionael zpoproval, wa
have not bsen advised of'.ny'objactions.-'f'

If you approvs our. going Lorwarq with thws agr eemant
probeed to sign it on behalf of the United Stat es
“that is convenient for us and ror the Goverrva O

-Dronablj duLlng Novembun.;
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. ID 783013 THE WHITE HOUSE M
WASHINGTON -

é—,.{vv‘”? M\,
DATE: 08 JUN 78 —_ ]

D‘n A
FOR ACTION: STU EIZENSTAT 7BIG BRZEZINSKI cgviesss w'sfz
/
JIM MCINTYRE ow&” \"\ @’W
INFO ONLY: THE VICE PRESIDENT JACK WATSON

FRANK MOORE CHARLIE SCHULTZE "@WW

SUBJECT: STRAUSS MEMO RE TRADE AGREEMENT WITH INDIA

|

| ,

i B e i e o o B B o  d
+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) +

' o+ BY: 1200 PM SATURDAY 10 JUN 78 . o+

I e e e o o o o o  a an E o o  o  a o

ACTION REQUESTED: YOUR COMMENTS
STAFF RESPONSE: ( )} I CONCUR. ( ) NO COMMENT. ( ) HOLD.

PLEASE NOTE OTHER COMMENTS BELOW:




THE WHITE HOUSE
WASHINGTON

phone conversation with Bill Kelly
4/26/78

Hold the India memo until he; Kelly,
gets back with us. The agreement
with India may or may not be worked
out.

HOLD FILE



ID 781894 T HE WHITE HOUSFE )

///
WASHINGTON S {\

FOR ACTION: STU EIZENSTAT JIM MQINTYRE»~

P
ZBIG BRZEZINSKI W
\m..\‘? Xb"v_?(

DATE: 11 APR 78

| R
AN NI
\
LW A
INFO ONLY: THE VICE PRESIDENT F RANK . ¢
JACK WATSON CHARLIE SCHULTZE
SUBJECT: KELLY MEMO RE TRADE AGREEMENT WITH INDIA W\\ 1.‘¢1$

R R R T T H R R o o o o o o b S o o ko B b o S B R
+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) +
+ BY: 1200 PM THURSDAY 13 APR 78 +

B T B B b o o o e o o o o S o e e ko o

ACTION REQUESTED: YOUR COMMENTS
STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD.

PLEASE NOTE OTHER COMMENTS BELOW:



THE WHITE HOUSE

WASHINGTON

FOR STAFFING

FOR INFORMATION

FROM PRESIDENT'S OUTBOX

LOG_IN/TO PRESIDENT TODAY -

z» IMMEDIATE TURNAROUND

[} T .
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MONDALE ENROLLED BILL
COSTANZA AGENCY*BEPORT
EIZENSTAT CAB DECI?IOE**
JORDAN_fﬁ EXECUTIVE ORDER
LIPSHUT2 Comments due to
MOORE Carp/Huron within
POWELL 48 hours; due to

/] WATSON Staff Secretary
‘ McINTYRE next day

f{ SCHULTZE
ARAGON KRAFT
BOURNE 'LINDER
BRZEZINSKI 'MITCHELL
BUTLER MOE
CARP PETERSON
H. CARTER PETTIGREW
CLOUGH POSTON
FALLOWS PRESS
FIRST IL.ADY SCHLESINGER
HARDEN SCHNEIDERS
HUTCHESON STRAUSS
JAGODA " |VOORDE
GAMMILL WARREN




THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS
WASHINGTON

April 10, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: . William B. Kelly, Jr. /M . é Qf

Acting Special Representative 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 expect to be in a position to sign
this Agreement in the very near future.

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 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 agreement 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 Agreement will encourage other developing
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 products were
favored in the Indian market, liberalization of trade re-
strictions on imported heavy machinery of interest to the
United States, facilitation of Indian exportation of mica,
liberalization of import restrictions on spare parts for gas
and oil drilling wells, and significant liberalization of
restrictions on imports of preserved fruits, particularly
almonds. These concessions cover approximately $19 million
worth of U.S. exports to India.



The principal U.S. concessions are tariff reductions for
certain types of carpets, several jute articles, and mica.
These concessions cover about $28 million worth of Indian
exports to the United States. The fact that the agreement
provides greater trade coverage for India reflects the U.S.
policy of not requiring full reciprocity from developing
countries.

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 Govermment of India is that this phrase
indicates that India will negotiate other concessions in the
MTN.

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 of 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
satlsfactor11y°

-

APPROVE

DISAPPROVE




g -



lndlan.Letter‘

I am pleased to 1nform you that the Government of -

,Indla has taken a nunber of autonomous measures durlng the :

*last two years in the dlrectlon of 1mport trade llberallzatlon.__'"

o ”hese form a ba51s of-my Government s contrlbutlon to the

;duattalnment of the overall objectlves of the Multllateral
G:Trade Negotlatlons.ey | |
2;1 A number of ”hese measures her f.cstnlted'States{

- exborts to Indla such as the follow1ng;‘"'wl' . ,
ﬂ(i),ﬁ”he w1thdrawal by the Government of Indla of the
.preferences extended to the Unlted Klngdon under the Unlted B
vlmhlngdom~Ind1a lrade Agreement l939f' The value of‘Unlted
States exports, based:on 1975—76 statistics, benefitting
“from this permanent withdramal'in dulvll977 amounted to

'Rs;‘164.6 million which‘represented'll.5‘peroent‘of India's

' _1mports from all sources.

(11)‘ The 1nport pollcy regardlng heavy machlnery

.fhas been llberallzed The value of‘Unlted States export‘.

:'of machlne tools alone, based on 1975 76 statlstlcs, that

would beneflt from these measures was of the order of |

" Rs. 15 54 mllllon which repre ented about 7% of our total
'imports;' ThlS 1s 1n addltlon to the beneflts that would be:
}derlved hy the United States 1n resoect of other machlnery

'fffor Wthh trade values.are not spe01flcally shown in Indlan

v:lstatlstlcs, B |

. (111) lhe 1mport pollcyvfor‘soare parts which 1ncludes

':,parts of equlpment for gas and 011 drllllng wells has been |

'substantlally llberallzed



(iv)'.The inport poliCY‘of dry, salted‘or preserved,'

ffrults Wthh includes alnonds has been substantlally |

llberallzed. |

‘]t3; In order to resolve certaln practlcal dlfflcultles_;dujc
“that had arlsen 1n the fleld of mlca exports from Indla,d“”

’dithe floor prlces of mlca powder and brldge mica were re-:w

Hfduced the sharlng formula for export of mica below size

o No. 5 was ellmlnated and the d1v151on of mica scrap 1ntof .

two categorles was dlscontlnued
4. G_The llberallzatlon mentloned.ln sub-paragraph (1),=.'u
"(111), and (1v) of paragraph 2 and in paragraph 3 c01nc1des
| w1th the requests of the Government of the Unlted States
.of_Amerlca.‘ Subject to perlodlc pollcy rev1ews and in |
accordance with the obligations andyrlghts under the General'
Agreement on Tariffs and Trade; we.hope-to maintain the
Tv.process'of_liberalisation consistent with india‘s develop—,h"
'ment,'financial and trade needs, from whichdour,major'tradingt
”:dpartners have derived and can derive'further henefits;:'
| - My‘Government requests'your Government anthOur Govern—_
ment has agreed to implement the:attachedslists'ofdthe" _
Troplcal Product offer by the Government of the Unlted States‘
7r.of Amerlca.' My Government further expects your Government
. to bindhthese-conces51ons‘1n theAGeneral Agreement on
Tariffs‘and Trade; - |

- Yours sincerely, .



TSUS NO.

305.22

365.28

360.35
385.45

385.95

435.70 -
516.71

£16.76 .

516.94

720 yds

© Woven rabrlcs of ]ute bleacnea,-'

S Yalued

. Coir pile mats and mattings-‘;__f

- LIST ‘A’ OF TROPICAL'PRODUCTS‘OFFER‘ BY THE

GOVERNMENT OF THE UNITED STATES OF AMERICA

SEORT DESCRIPTION O? PRODYCT

Frog meat, fresh,chiiled or .~ 2.5%
frozen. ' oo ' . '
Hangoss, prenarea or presor dﬂ-_ . 3.75¢

per 1b.

::JuteﬁYarns'and roving, single - . 7.5%
unde: 720 yds. a lb. o : S T
. Jute yarns and roving, single = 1l%
or over»a.lb. S L '

Jute yarns and rov1ng, plied,'f C 108
unaer 720 yds. a 1b. SR - -

coloxred, or lame—re51stant.
3 Narrbw Fabrics, 3ULe webblng S 143
' Floo: covorlngs plle hand—l'v f—,-"ll%

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

C01r floor coverlngs plle not hand- = 5¢

“ted or knotted - . - per sg.
Bags, sacxs,;etc.-vegetable _-f 0.2¢
- fibers except cotton. o “per lb. +

. Opium ©s3.60
RS per i1b.. =~
. E'Mica, but df.étaroed pe»diﬁeﬁ-'t,fi' ll%
© - .sions not over. O 006 lnch thick. - .,
Mica, cut or stamped and Pe*Loratedt7 e
or lndented - over 0. 006 ‘inch thlck.’-»IZ_S%
Mlca artlcles, nsp;.:-tiﬁ.e‘t.i”_i"v 12.5%

I--"

'[ 5¢/sq;“ft t“

-

o
!
I{J
L
o
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The above taelrr reductlops w111 be 1ﬂplnm°n ed at the
fastest rate perm¢351ble under the Unlteq Statea Trade Act.

*The actua1

will be worked out as soon as possible.

ehtent and gtaglng of Ftrther rchCLlO“S

Continued p.2
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LIST *B' OF TROPICAL PRODUCTS OFFED  BY THE
GOVERMMENT OF UNITED STATES OF AMSRICA - |

' TSUS NO. . SHORT DESCRIPTION'OF PRODUCT -+ MFY DUTY  OFFER

152.58 ff;_ Mango paste and pulD 1..~  7',;? -7%"”}f' . 2.8% o

..5‘176g02 'v:‘V~ castor 011 valued over: f_"-fif'1 l;S¢ A- {}f"Free,'
SRR 20¢ per 1b. . - per lb. S

LA

e

f‘.L.

Qﬂﬂ.

.
o

- 315.8% - . Jute cor 0t Hlaach G
' ‘not colored, et: singl
1

.. yarn under 720 de, a

(J i

O‘(D(D

) ;)
o,
N
ov

The above tariff reduCtionstill'bé implemented at"
" the fastest rate pccm1551b1e under the Dnluvd State
Trade Act. : S :



zUnited Statevaetter .

FI have taken note of your letter of .}.l{‘;.;..;....
referrlng to the autonomous measures taken by your Governnent
:partlcularly those measures whlch beneflt Dnlted States o
exports to Indla and the statement 1n your letter that the,h‘

'llberallzatlon mentloned 1n sub—paragraphs (1),.(111) and
'Q(lv) of paragraph 2 and 1n paragraph 3 001nc1des w1th the
'-recuests of the Government of the Unlted States of Amerlca.y:

',11 have also noted that subject to perlodlc pollcy rev1ews

'V"and in accordance w1th the obllgatlons and rlghts under the

_General‘AgreementuonQTarlffs and‘Trade,~the Government of“v-

' _India hoées_ to maintain "the_ process ovf ubefm,za'tian
consistentvmith lndials’development; financial.and trade
'needs, from Wthh her major tradlng partners have derlved o

.and can derlve further beneflts.- I hope that the Governnent

of Indla w111 flnd 1t p0551ble to glve pos;tlve con31deratlon"

f.to the remalnlng requests of the Government of the Unlted

o :States of Anerlca whlch we. w1ll recognlze as further

.“'contrlbutlons by Indla 1n the Multllateral lrade Negotlatlons; S

.“:f2; I am pleased to conrlrm that my Government de31res to

'1mplement the attached llSt "A"'of the Troplcal Product o

.f"offer by the Government of the Unlted States of Amerlca by

Aprll 1, 1978 and in any case will 1mplement not later than_
'51xty days after the exchange of letters." The Government of

'g"the Unlted States or Anerlca w1ll 1nplement the conce551ons '

. on the attached llSt "B“ of thlS Troplcal Product offer,g"
'-unless there is fallure to reach satlsfactory agreement

'w1th_other.countr1es who arevprlnc1pal or substantlal



-éuPPllers;V'IﬁVlight'ofhthe ahove,‘ifrthe Goverﬁment df'°"'
:the Unlted States, of Amerlca does not 1mp1ement these |
'-conce551ons.w1th1n a reasonable perlod of tlme, consultatlons'
w1ll take place'to-determlne alternat;ve-concess10ns.h7 |
'3.' Thelquestioh:of perﬁaneht bindings'of the-oohcesSiohsv
edw1ll be addressed at the conclu51on of the Multllateral
A'Trade Negotlatlons or January 3 1980 whlchever 1s eariier.:
:In the 1nter1m, 1n recognltlon of the contents of your.d'
‘.letter, the Government of the Unlted States of Amerlca’
'-w1ll prov1de max1mum p0551ble securlty for these conces51ons.:d:

Yours slncerely,



'147.92

305.20

305,22

1305.28
335.50

347.30

*360.15 ex.

355{45
385.95
€35.70.
516‘7it“:v

516.94 .

LIST 'A' OF TROPICAIL PRODICTS OFFER - BY THE
GOVERNMENT OF THE UNITED STATES OF AMERICA
SHORT DRSCRIPTION OF 7PODU T COMEN DYTY
- .Frog meat, fresh,chliled or~ - - 2.5%
frozen. S T o '
' Mangoes, prepared or pfeser‘ed 7f3;75¢
e ’ pex_1b.
“ Jute yarns and roving, “single 7.5%.
under 720 yds. a lb. B o o
;JuLe yarns and roving, single:v" 11%
720 yds. or over a lo. . . -° '
Jute”yarns_and>rov1ng,1plied,': 10%
under 720 yds. a -1b. S y '
Woven fabricssOEAjute~bleachéd, 0.2¢

. colored, or flame—resistant-
. Narrow fabrics; jute vebblng T 14
.Floor coverlngs pile hand~ o 11

~ inserted or hand knotted

over 66—2/3¢ per sq;‘ft;

- Vwalued :
- and not over 160 knots ber Sq.- ~inch.
‘ C01r floor coverlngs pile not hand~ 5¢
nserted or knotted . - per sg. ft.
Bags, sacks, e;c..veoe;able 0 0.2¢ R
'flbers except cotton. = ¢ per lb. +1.5%
'j'C01r plle nats apd mattlngs.'__s 5¢/sq. Tt
:;OPlum $3.60
' per 1b.
: -fMica;,Cut erStamped ts.dimené 11°
~. . sions not over 0.006 inch thick.
' ‘Mica, cut or stamped and perforated
or 1ndented, over 0 006 1nch thlck. '_12.5%
| 12.53

Mlca artlcles, nsp

*Der 1b.+ 2'53

2¢/sq. ft. 

Free

1Y
Lo
e

' The above tariff reductions will be implemented at the
fastest rate perm1551ble under the Unlued States Trade Act.

*The actual e>tent and

tanlng of rLrtber re duc;lOﬁs

will be workea out as soon as ooss101e.

'~_Cbntinueﬁ'p.2
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. LIST *B' OF TROPICAL PRODUCTS OFFER  BY THE
~ GOVERNMENT OF UNITED STATES OF AMERICA

BEER I

- TSUS NO. SHORT TjF‘SCRIPT'Id\T OF PRODUCT‘ . MFY DUTY °  OFFE

V-152.58,' f“”:aMango paste and pulp»i fe_.',?  ffj'7%f: f' o 2.8% S

176'02.~:"" 51Cas;or oil, valued over"‘~1fﬁvf - 1.5¢ *f“e-_ :Free
TR ~+20¢ per lb.._f_ o e oper bl

ch
. not colored, etc. singl
- _Yarn under 720 yds. al

=

[

10%

The above tarlff reductlons w1ll be 1mplemen ed au'
. the fastest Yato perm1551ble under Lhe Unlued States
Trade Act ' :
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. THE PRESIDERT HAS SEEL, ~ - o % / .

B THE SPECIAL REPRESENTATIVE FOR

TRADE NEGOTIATIONS - Se T .
- WASHINGTON e e

MEMORANDUM FOR THE PRESIDENT
"eFRQM - Ambassador Robert S Straus
f.SUBJECT : Trade Agreement w1th Mexlco -

) Negotlators from my Offlce and the Government of Mex1co have
‘completed the terms of a bilateral trade agreement coverlng

- import duty rates and other conditions of trade for 35 _
- products of interest to our two countries. . This agreement,.
although small in product coverage, is extremely important
for the "Tokyo Round" of Multilateral Trade Negotiations
_.(MTN) and for u. S lnternatlonal trade pOllCY because: o

:'(l) .lt is the flrst agreement between the Unlted States and
Ca developlng country in the "Tropical Products" phase of the . ,
- MTN, i.e. the phase dealing with trade in products of 1nterest '

'“:to deve10p1ng countrles,

(2) it establlshes the pr1nc1ple ‘that developlng countrles
-will make at least some trade concessions to the United o
States in return for the concessions that we give them, e,'

L whlch is a domestic polltlcal neceSSLty, 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
. for the next several years. ’ - : I ‘ S

'The proposed U.S.-Mexican agreement, a copy of whlch 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 S
1974 trade value with Mexico of $60.6 million. The fact =~

- that the agreement provides slightly greater coverage for .

Mexico, in current dollar terms, reflects our MTN commitment

.. to provide "special and more favorable treatment" for

developing countries, where appropriate and feasible.
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‘The agreement also requires Mexico to guarantee unlimited -

‘ APPROVE o

| DISAPPROVE"’

: 2

quantitative access to its market for nine products, quan-.
titative access up to a specified level for nine products,

and in other respects imposes greater discipline on Mexico's .
- treatment of imports than has existed previously.  The

tariff benefits of the agreement will be extended by the

" United States and Mexico to virtually all countrles, under o
- the most-favored-natlon pr1nc1ple. . o '

. The agreement has been examlned carefully and anproved by
- all agencies of the Executive Branch that are concerned with

international trade policy. We have kept the CongreSSLOnal

- trade subcommittees informed throughout the negotiations
- that led to the agreement. . Although implementation of the

agreement does not require formal Congressional approval we
have not been advrsed of any objectlons. : : :

If you approve our golng forward w1th thls agreement, I w1ll-
proceed to sign it on behalf of the United States at a time
that is convenient for us and for the Government of Mex1co,
probably durlng November. .




The agreement also requ1res Mex1co to guarantee unllmlted
quantitative access to its market for nine products, quan-

~ titative access up to a specified level for nine products,
‘and in other respects imposes greater discipline on Mexico's
"~ treatment of imports than has existed previously.. The ’

- tariff benefits of the agreement will be extended by the

- United States and Mexico to virtually all countrles, under

a:'the most favored—natlon prlnc1ple._

 The agreement has been examlned 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 CongreSSLOnal approval, we -

have not been advised of any objectlons.‘

If you approve our going forward w1th thlS agreement, I w1ll.

- proceed to sign it on behalf of the United States at a time -

. that is convenient for us and for the Government of Mex1co,'
-,probably durlng November._ ' : :

' APPROVE

DISAPPROVE
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 THE WHITE HOUSE
WASHINGTON

June 12, 1978

Frank Moore

i

The attached was returned in
the President's outbox. 1t is
forwarded to you for appropriate -
handling. = - ’

_ ‘Rick Hutchesonv .
¢c: Hugh Carter s

LORIMER RICH
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THE WHITE HOUSE
WASHINGTON:

6/12/78

MR. PRESIDENT:

I concur with Frank's
recommendation on this.

Hug rter



THE WHITE HOUSE

WASHINGTON:

June 9, 1978

MEMORANDUM FOR THE PRESIDENT

- V)
FROM: FRANK MOORE ‘<

Lorimer Rich, the architect 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 Congressman Donald J.
Mitchell (R-NY) asking his assistance in obtaining
permission for her husband's cremated remains to be
buried at Arlington National Cemetery.

Although Mr. Rich served in the military during World
War I (he designed gas masks for use in trench warfare),
he does not qualify for burial in Arlington under the
present regulations, unless you make an exception.

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

APPROVE L///

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: Frank Moor?/[EZZ//

PURPOSE

To greet the new Senator and her family.

BACKGROUND, PARTICIPANTS & PRESS PLAN

A.

Background: Mrs. Maryon (Mary-ahn) Allen was sworn

in by the Vice President this morning to succeed her
husband, the late James B. Allen. A special election
will be held concurrent with the general election in
November. Alabama will be electing two Senators at

the same time. Less than an hour after Governor Wallace
announced that he was appointing Mrs. Allen, she ’
issued a press statement accepting the appointment and
announcing 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 not
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 almest certainly be in the Senate for

at least the next 2% years.

Shortly after Senator Allen had his heart seizuxe, he
regained consciousness for a brief period during which
he asked Mrs. Allen to carry on his work. We under-
stand that Mrs. Allen will follow through on commit-
ments the Senator had made. However, on other issues
she is expected to be considerably less conservative.
She is a bright, intelligent individual who makes 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 Administration
fairly frequently, but we will have to make our case
with her every time.

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

158 3 A o e S 13 7 O
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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) Mullins 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.)

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.
Ray (former business partner and close friend of




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.
III. TALKING POINTS
1. At this timeers. 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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R ' W Made
Procecvation

FOREIGN ASSISTANCE

HUD-INDEPENDENT AGENCIES

INTERTOR

LaBor-HEW

LFGISLATTVE

MILITARY FONSTRUCTION

PusLic Works

STATE-JusT1CE-COMMERCE

TRANSPORATION

TREASURY-PosT OFFICE

TOTAL

BiLLs YET To BE REPORTED:

AGRICULTURE

DEFENSE
DisTRICT oF COLUMBIA

Purposes . ,
v ~ HOUSE REPORTED BILLS rfor FY 1979

Over / UNDER BupGeT ReauEsST

1,091,559, 436

1,308, 686,000

174,213,000
643,330,000
25,657,700
408,113,000
53,724,100
84,202,000
211,217,000

28,861,000

2,742,903,236.

p72A



ID 782974 " THE WHITE HOUSE
WASHINGTON
DATE 07 JUN 78

FOR ACTION: FRANK MOORE (LES FRANCIS) ro Lo

Nt e 20 G2
(;7oun(¢ Dese — auLéayLaﬁ

INFO ONLY: STU EIZENSTAT _ JACK WATSON

SUBJECT : MCINTYRE MEMO RE REORGANIZATION OF DISASTER HAZARD

MITIGATION FUNCTIONS

a2 B e e R e o
+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) +
+ BY: 1200 PM FRIDAY 09 JUN 78 +

+++ e A e

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

PLEASE NOTE OTHER COMMENTS BELOW:






p—

THE WHITE HOUSE

WASHINGTON

June 8, 1978

MEMORANDUM FOR: THE PRESIDENT
FROM: STU EIZENSTAT gﬁb
SUBJECT: Memo to Cabinet Members and Selected

Agency Heads: White House Conference
on Small Business

Attached for your review 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 fou discuss

this memo.
A

Fallows has edited the proposed memo.
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THE WHITE HOUSE .

WASHINGTON -

MEMORANDUM FOR THE HEADS OF -

EXECUTIVE DEPARTME_N’I‘S AND AGENCIES

Last month, I announced plans for a Wh1te House Conference

on Small Bus1ness, in January 1980. It has been several -

decades 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 signifiecantly.

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 December

- 1979. | S

The,initiative you select should be relevant and important
to your constituency, 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 regulae'
tion/paperwork, technology and industrial innovation,

_management assistance, minorities/women enterprise, anti- -

trust/consumer affa1rs/compet1t1on, international trade

-policy, agricultural policy, manpower and human resources
-development, natural. resources/energy tax policy.

‘To coordinate this prOJeet, please delegate,as a liaison

either an Assistant Secretary or Personal Assistant, to

" deal directly 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 with SBA, by the end of August

- 1978. It may be ‘useful to f1rst select a few alternatlves
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for discussion with SBA, and agree on the most acceptable
program. The Domestic Policy Staff will conduet the final
review of all options. : S .

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




ID 783016 THE WHITE HOUSE
WASHINGTON
DATE: - 08 JUN 78

FOR ACTION: JIM FALLOWS

INFO ONLY: THE VICE PRESIDENT FRANK MOORE (LES FRANCIS)
JACK WATSON JIM MCINTYRE

H. JORDAN (STEVE SELIG)

SUBJECT : EIZENSTAT MEMO RE MEMO TO CABINET MEMBERS AND AGENCY

HEADS: WHITRE HOUSE CONFERENCE ON SMALL BUSINESS

B o o o i e N W S S S W a ary
+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (U56-7052) +
+ BY: 1200 PM SATURDAY 10 JUN 78 +

+++t e b

ACTION REQUESTED: YOUR COMMENTS
STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD.

PLEASE NOTE OTHER COMMENTS BELOW:



ID 783016 THE WHITE HOUSE

T WASHINGTON ?  n e W

|

. N » K ;bbzq/ .
DATE: 08 JUN 78 ’
FOR ACTION: JIM FALLOWS ~5,
< d .
INFO ONLY: THE VICE PRESIDENT FRANK MOORE (LES FRANCIS)

JACK WATSON JIM MCINTYRE
H. JORDAN (STEVE SELIG)

SUBJECT : EIZENSTAT MEMO RE MEMO TO CABINET MEMBERS AND AGENCY

HEADS: WHITRE HOUSE CONFERENCE ON SMALL BUSINESS

e e e L L B B S S B R T e T S
+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (U456-7052) +
+ BY: 1200 PM SATURDAY 10 JUN 78 +

+++ e e e e

ACTION REQUESTED: YOUR COMMENTS
STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD.
PLEASE NOTE OTHER COMMENTS BELOW:

CE7 TURAED Ly TH

PEDRAFT
(Shénung)




THE WHITE HOUSE

WASHINGTON

June 8, 1978

MEMORANDUM FOR: - ' . THE _PRESi-DENT ‘
FROM: - . STU EIZENSTAT gﬁ(
"SUBJECT: ' "Memo to Cabinet Members and

Agency Heads: White House Conference
. on Small Bu51ness

Atteched for your review 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 p0551b1e,‘he be

allowed to attend the Cabinet meetlng at which you discuss
this memo.
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= 7 " MEMORANDUM TO CABINET MEMBERS
AND SBEBGEED AGENCY HEADS

Earlier this spring, I announced that the. Administration will

~ hold a White House Conference on Small Business in January 1980.
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 Conference 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 developing: an initiative .that w1ll be visible and

significantly underway or in place no later than December 1979.

You know the- ways in which your department Or agency are 1mportant
to small business and the initiative you select should be

;51gn1f1cant 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 which to }
select possibilities, the following list may be helpful: capital
development, government regulation/paperwork, technology and
industrial! innovation, management.assistance, government procure-
ment, minorities/women enterprise, antitrust/consumer affairs/
competition, international trade policy, agricultural policy, -
manpower and human resources development, natural resources/
énergy tax policy. :

In coordinating this request, it would be helpful for you to
delegate as liaison one person at the policy level, either an
Assistant 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
olleagues in ‘the near future. We expect preliminary options to
ge developed in conjunction with SBA by the end of August 1978.
s a first step, it may be useful to select a few alternatives
Jfor discussion with SBA and mutually agree on the most acceptable

"alternative. Final review of all optlons w1ll be done by the

Domestlc Policy Staff.

Thank you for your participation in this important effort to
assist small business in our country.
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"THE WHITE House
- WASHINGTON

June 12, 1978
Jim McIntyre
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~ Rick-Hutcheson |
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>
EXECUTIVE OFFICE OF THE PRESIDENT ﬁ //
OFFICE OF MANAGEMENT AND BUDGET : /

WASHINGTON, D.C. 20503 ’ /

June 6, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: James T. McIntyre, Jr

SUBJECT: Reorganization of Disaster Hazard
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 hazard mitigation programs in
the new emergency preparedness agency you approved
last week (Tab A). Theése programs are (1) The Federal
Insurance Administration (FIA) in HUD, and (2) The
National Fire Prevention and Control Admlnlstratlon
(NFPCA) in Commerce.

The new agency that you approved as a result of your
decisions on my May 25 memorandum can stand alone
without FIA and NFPCA, and indeed will correspond to

' organizational patterns that have worked relatively

well 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

hazadard mitigation authorities—is a bolder and more
farsighted initiative.

"Hazard mitigation" (or "hazard reduction" 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 whom 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 communities, 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 1977, and parts of the Federal Disaster Relief
Act of 1974). It is a different concept from "disaster
preparedness" (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.

This reorganization provides an opportunity to incor-
porate and balance the'major'Federal preparedness,
relief and mitigation authorities in one agency,,w1th1n
which more rational decisions can be made on. the relative
costs and benefits of these alternative approaches to
dealing with disasters. In order to hdve a critical

mass of hazard mitigation authorities and resources, the
FIA and NFPCA must both be included in the new agency.
They are the only operational mitigation programs (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
objections 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 1dent1fy1ng
flood hazards and stimulating local ordinances which
regulate future flood plain development. The FIA also
carries out several non-mltlgatlon activities (contract-
ing for insurance sales and claims work, urban crime and
riot reinsurance, insurance consulting and industry
investigations) ‘that we recommend also transfer—at least :
temporarily—since the approximately 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. Tt
is not 1nvolved in fire suppression. The program is
described in an appendlx 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 Congress sympathetlc to them will
support transfer of the program.

'Thekfollowing additional considerations are relevant
to your final decision: .

o Separatlon 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.

0 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 transfer.

Two explanations for this oppoesition are (1) possible
threats to Committee jurisdictions, and (2). heavy
Commerce and HUD lobbying against the transfer.

o Some proponents of the. mltlgatlon principle (1nc1ud1ng

' environmentalists, the insurance industry, and
Secretary Harris) may argue that associating it with
the disaster relief function could result in weakening
rather than strengthening the mitigation concept,
although FIA and disaster relief (FDAA) are already
co-located in HUD. They will want assurances from
the Administration that mitigation will be emphasized
'in appointments, authorities, and internal structure.

o The benefits of moving 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 transferred intact may be only a
temporary resolution, and is open to criticism
on those grounds. '

Our recommendation is indeed a bold one and sub-
stantively valid, but passing it successfully will
involve the expenditure of some political capital.

If you do not approve the transfer of FIA and NFPCA,
we shall still have, on the basis 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.

? Decision

Include the FIA and NFPCA in the new

'
%}"" “l/ ‘/ agency, weighting -disaster mitigation

as a central organizational theme _—"

q ":/Z?;'W /,[M’ (OMB reco@enqation) . J

Limit the new agency to preparedness
and relief activities, with disaster
mitigation a minor and limited
responsibility.
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THE WHITE HOUSE
WASHINGTON
June 8, 1978

MEMORANDUM FOR THE PRESIDENT
FROM: FRANK PRESS

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 assurance 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 or 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 warning 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,
building 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



response 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, clearly 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 p1ay1ng a significant role
in sponsoring these scientific and engineering advances. A large
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 function.

Post-disaster relief and rehabilitation and pre-disaster mitigation
are complementary and not mutually exclusive strategies. Both long-
range and day-to-day- decisions often should take both into consideration.
Today, however, that is not always the case, because the decision-
making responsibility is fragmented among several Federal entities.

The single coordination agency proposed by OMB could start handling

this and similar problems in a comprehensive 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 MOORE/; %/fl

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 FIA.

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 FIA 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, as well as Senators Stevens,
Cannon, Pearson and Ford, all oppose the transfer of




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 of 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 several 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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MEMORANDUH FOR Tii PRESIDENT

FROM: James T. dMclntyre, Jr.y&mﬁﬂw

SUBJECT: Reorganization of Emergencg Preparedness and
Rvspongc Programs

This memorandum suramarizes the attached reorganization study
of Iedeval emergency preparsdness programs. The objective
of the stucdr was to develop an appropriate organization of
Federal authorities to deal with events that physiczally
threaten the lives and property of the Civilian population.
We recommenc that certain emercency preparedness and rcuponse
authorities now s<egregated in eicht kc_v-al agen—ies be
consolidatzZ by reorcanization plan into a new indsvendent
agencv _recortins 0 the President. This action wouid pcrnlt
fIic eliminz2cion O: foOur O: these agencies and streamline tie
operations ¢I tine other f
tiveness of theilr remainir

, without diminishing the effec-
functions. '

1. CURRENT STRUCTURD

Since 1973, three agencies have had responsibility for
broad planning and coordinating nissionc in anticipation of
and in response to civil emergencics, uncder authoricies

vested in tihe Presicdent:

° The Federal Preparedness Adeancy

(F22) 1n the General
Services ~eninistraticn \uvl} coordi )

-~

r
preparedness pelicies and programs.

° The Defensc C1v11 Preo
en

Dcpa*-fwn, oi De:
defense program thr
and local govarnmen

in L.I"" velopren
(1UR: dizsastor reliof
opnyarlcns tural dicaster

preparcdness




othor c.u'“'l(.lu‘ ):J"O thc r( nor\ ‘Lblll'L
fOlP e Qf thLlr ‘re ;ulur mtqglon

LhaL atatc avu 1ocul‘gover11cnts a;e the fror
”c1v1llgn-ur=oulcdn ss, “lthutlonL )
acc1gcntal

i;. STATENE r or PROBLEN

Our tecnnolocy—dapcndent c1v1lJan soc1ety 1s vulnorable '
not only to natural phenorena, but also to mllltaIYiénd s
terrgrist action and to manmade disasters whieh range: froéﬁ
dan faxluregvand blackouts to -chemical angd: I@QlOloglual‘¢ ’
accidents. Recognizing this, the States anc local:governments
have equipped- themselves with authorlt;es and - organizations

“which permit an "all hazara“ apyroach Lo emﬂiaency plannlng

However, the cheral’Go"ernment'g organlza ion for'
carrying out its responsibilities “in c1v11 emcrgancy pre
paredness, 7“19;t10n ard regponse ha hlsLo,lcaTl) bgen
unstable and is currently in disarray. o o

It has k=zen the target of severe criticism by Congress,
GAD, Faderz! aaencies, and especially State and local govern-
mants. A long list of problems (on pacces 5-6 of the background
memorandum and. pages 2-10 of its Appendix A) has been documented,
including: S ‘

°© Lack of accountability for performance below the
Presidential level.

° puplication and overlap in relations with the States.

° conflicts over authority and jurisdicticn.

° Indecision on policy questions, sm ch as the "dual use"
of rezources for both natural arnd wartime civil
emergencics or the relative emphabls on disaster

hazard reduction versus disaster relict.

°© FlCdvnnL Executive 0ffice intervention to devise
csponscs on an ad hoo basis.

ITII. POLICY ASSUMPTIOMNS

smmendations which follow are based explicitly on

m -

Thae rood
a set of rolicy nrianciples which are controversial buL CSQCHLIc
to an unaerstanding of tho roece: amonded changes:



© Dual Usc. C1v1l dcfcnse shonld not dcpend on a
segregatad and. reserved set of resourccu.?
commupications, warning,’. Lvacuatlon, ion
planning vrocesses involved in. prnparednessfqu &
nuclear attack should be. ac"c)opea, tested,
.for natural and’ acc1dental alsaﬂtnrs as wcll'

° Eyecutlvo Responsi bl]lty Ant1c1putlon of and
planning for civil cmelgenc es’is an important
executive responsibility, degerving regular . &
attention and emphasis at the. nlghest levcls nf
the Federal eructure 1nclnd1ng uhe Whlte Hou.w@'

° State and LO”al Roln. BoLh atLack and naturv~;¢ :
disaster preparedness prograne must ‘be foundo on
exlstlng civilian organization and resources wnlch
are primarily at State and lobal levels."‘

' ° Use of In-Place Féderal Resources. Emergency
responsibilities should be extensions of regular
agency missions whenever possible; the primary
organizatioral task 1is £o coordlﬂate, undeyr
'emeroency conditions, resources that have oLher
uses on a day-to-day basis.

° Mitigation. Hazard mitigation--reducing vulnerability
of people and urooerby throuch sensible regulation of

,/

land use and building standards--should
long~ternm thrust of Federal involvement
disasters &s an alternative to disaster
Iv.

RECO MENDATIONS

A. Consolidate ¥FPA, FDaA, and DCPA

The new agency
develop and coordinate
of civilian populatiorn, resources,
at all stages preceding, during,
accidental, or wartim2 civil emergency.
The benefits

more fully on pages 10-11 of the attachment)

be a central
in natural
relief.

(see Appendix E of attachment) would
Federal pregrams for the protection

and governmantal authority
and following a major natural,

expected from this consolidation (stated -
include:



Endlng the prLuhnL seaa;at
dcallng w1Lh var;ouy typ

°

Reqpondlng to an’ urc;nt cle
by State-and- local 1nterc‘“; r ]
and scveral dozen members of - COﬂngSql
who ha = actlvcly lnvestlgated thc 185U

proce551ng and pollLy analwsas.qystem"

The costs and po*“ntlal draxnackq lncludeff

e Possikly deennhagiving cdther patural. diQaster or
attacx prep aredne s in an agency cowalnlng botn.

° Disrugting, for a brlef pOYlﬁd eqta lished capa-
bilities and requiring one- time dollar costs durlng
process of change. :

® Possibly increasing budgel pressures from the States

who might expect a more svyvupathetic hearing from an
agency organized along thc same "all hazard" principles
that State organizations follow.

We believe that the political and management benefits
substantially exceed the costs and that the latter can be
minimized by determincd and effective leadcrshlp by tne head
of the new agency. -

In reaching this conclusion, we considered other alterna-
tives. Option 1 would create a policy planning and coordina-
ting group attached to an existing agency or to the Executive
Office to respond to some of thesc problems. Such a body
would not respond to State and loc -al needs and "would be
unlikely to be more successful than prior coordination attempts
have been. ' : o :

Option 2 would separate natural dis a;?or nnd'huclear
prcparcdnosa programs, placing the Iatter in Yef ense Iincluding
the civil detense policymaking responsibifities now 10dqed in
FP7) . The rovamped progran would center on cﬁac ntibn’ﬁnd
fa}lo:t-protection. 1““5 option d\o,xs tn-_pdssihility»bf




"';thelr own prlmary ‘concerns abqu

~las it was, from 1950 -to 1961)

'hav1ng one’ functlon dcewnhaglzcd 1n favor'"f
also dVOldo Dcfcn e's . concern that moving
'will be seen as- dounqradlng the: functlon.xl‘, f
-.that thls ‘alternative is the’ wronq ‘choice -and w
‘,1y opposed by sLato and lOCal governmentsi“

disasters. We feel that the ¢;v

under c:vlllan 1eadersh1p than
_51gn1f1cant grant programs.ﬁ;

Agency Vlew

All agenc1es eycept those 1051ng proqrams favor thl : _
" mendation. ~HUD expresses. resarvations about ‘the consolldatlon
but does not oppose it. Its reservatlons inciude'a fear that
the proposal may increase pressures for 1nrreased dlsaster o
spcndlna,lt at it may subnmerge elthel civil defense or natural
disaster eparedness in favor of the other, and that it may
expose the PLe51dcnt to more dlrect criticism when relief
operations éo not go well. GSA will support the recommendation,
but prefers a more limited policy planning and’ coordlnaL;on
group aLLapdea to an existinrng agency. DOD opposes the loss

~of DCPA and favors Option 2 above. DOD has rejected a proposed
agrebnent under which DOD would retain civil defensa pollcv ‘
gu1uance and budget review authorlty.

DECISION

V// ' Consolidate FPA, DCPA, and FDAA (OMB, DPS,
NSC, CEA recommend) ' g

Create policy planaing and coord¢natlon group
(GSA recommends)

Separate natural disaster and nuclear prepareaness
programs (D;fense Yy ecommends)

B. Crcate an indewvendent agency to house th
consolidatea units.

(This and subscauent decisions are relevant only if vou
have approved the OMB recommendition in Decision No. 1.)

We considerced sevoral locations for a consolidated agency
(sec pages 15-18 of the attachment). Incorporation w;bhln the
EOP, preforrod by most groups and some provonents of the c01—
solidation in Conuress, was rejected bhocauso it \Juld alxo
tyiple the size of t_h" LoP and is not neces sn‘,. :




. the acl:111°LJn1,LwL r(”nuurcc

httaching thu.nbw'@gcncy"fw”
(PO, GSa, or LUD) or dﬁothﬂr

Th* dldevantaﬂf>, h cvcr, outv

‘tlon.
with other cﬁuartnnxta+’or10rxtlcs ke S
upacceptable to Concress and State and. loca”
Furth;r, suucrd;nat401 to a domcstlc age i
would be scen by Defense as an- unacecept
atLQCﬁ Orepa cdness 1n Lavor of natula

VadVOCatud bv DOD 01tth;

ng :osxsted thc thlrd al crnaulvc--lndependcnt

Ve l
agency status--pecause it adds one to . the a]ready large
number of accncies reporting to the President, "I am now
_conV1nced rowever, that this alternative is lnescupable.
To the adve nTaEges oi accountability, visib Lll*j, policy.
control, ‘a2 direct reporting line to the President in:

an
times of crisis, must be added the fact that all 50 governors
and 59 members of Congress have explicitly endorsed indepencent
status. Ir this case, we would expect ccnsiderably more
Congressionzl opposition from failure to create a new
independent avency than from our recomsendation to do so,
Indepencence is also supported by voluntary sector organiza-
tions such as the Red Cross and the United Vay, and by all.
key public oificials' groups, including limited purpose
groups such as the State Disaster Preparuaﬂess DllGCtOrS and
the Civil Defense Council.

There has becen no agency opposition, apert from the
consolidation guestion, to the creation of an independent
agencv; Althcough some members of Congress have expressed
resarvations about creating new agencies in general, we
belle\c that they will support this recommendation.

DECISICH

/

Approve new independent agcncy (OMB recommendation)

~ Disapprove //
. ;: | . - Z"(&‘ ‘-,1/

'-




c.-_~

N The 1ntgrcgcwcy and 1ntcrgo¢ernmenta1 COQrd}nagi'QIQnd:
planning responsibilities of the nQW'; v ok 5 Vi s
fact that the President must excrcise'dircet ¢ ‘

“eivil emergency situations, arc'ﬂ'fqv w

. nlte nousc (JL ﬁJQGS ‘18- 19 of aLta"’

fThc gowmlttee wOUld realace the Lnact;béYCrlsi
' Comﬂittec,'set aollcy for 'the ne" age

that the Admlnﬂstrator of. the new ag
NSC and all Cablnet mpetlngs. A

There has been no agency op0051t10n to these recommendatlons,
though the llational Security Adv1sor belleves the V;ce Pre51dent
should chalr the committee. ' L :

DECISION

V/< kpprove White House Em,rgency “anagement Commlttee
(01iB recommendation) . .~ //:

' /7//w

- -.- - Disapprove

Approve Inv1teu Status at Re]evant NSC and all
Cabinct Meetings (0”“ recomme ncatlon)

ﬁisapprové" S /%z/’ ﬁ€6/54; ‘

D. Add several other hazard mitigation proqrans to the
new agency.

v

Although tha new agency could stand alona, we believe that
several other resvonsibilities should be added to it--both to
nininize separate contacts at the State and local level, and -
to strengthen the new agency by giving it some operational
resources' and an organizational thome as. tnn central locus of
disaster hazard mitigatien duthoritiecs. the long run, as
Frank Press has onvhasized, hazard mitign EQP othur° ao
necessary and Lnft—cL;@cti@O‘dl{O{niui“‘ rising olsaster '
relict exponditures f{acc paqc& lb °O OL dtLu&thﬂL) O

1"‘ H

n




o Sppc1f1cally 'th  quoplcmﬁrt ry>fun¢£i5ns Ve recommen y
’ s - L « & 4048 e ) nd
fo COﬂSOllCuLlOW ln thc new agcncv ez wean
e The ccwmun1+y prcnarcdnc
the IdLlOndl |5 athc' Serv1cen;

The funbtlcns o; the Fddcrdl I"
'-1n HUD.

The f11c prcvent:on and control
Comnclcc.'kv o

Sc:enue and xechnology Pollcy

¢ The Cﬂﬁrgency broad0ast svstem (EBJ) plannlng '
responsibilities of the former Offlce of Telccommunl-
caticns qulcy.

° The nordlnatlon of emeragency warnlng sysitems and
Federal response to conseguences: of terrorist. incidents
both of which responsibilities are not now a551gned

Three of these recommendations have sparked controverSy.

(1) Federal Insurance Pdn1n1¢tratlo“ (FIA)

The Federal Insurance Admlnlstratlon in HUD devotes
almost all of its resources to discouraging the building of
structures in flood plains thrcuch stimulation of local
ordinances. It also subsidizes flocd insurance, though the
sales and claias work is contracted out. It has a small (8
staff years) crime/rict insurance program as well, and.
occasicnally dozs non-statutory investigative and consultative

rork on insurance matters (see pages 23-25 and App;ndl\ L of
attac 1r“nt)

We believe that the Flood Insurance Program is essential to
giving the new agency the lead roiz in hazard reduction.

Most Presidentially declared disasters are floods and this

is by far the most significant hazard mitigation program.. It
has not fared well lately in a scries of disputes with Congress.

HUD opposes the transfer of flood plain: hauaxd reductlon and
insurance, arcuing that rlood ralief should ‘be kepu® totally
separate from hazard reduction ane insura ncc. ~ HUD . forecasts




i,environ‘eutallgtg,

. decllne in statuﬁ for the program 1f 1t wereif'
'g;w1th othcr huzard rcguctlon proaraﬂs Lna sub =Ca

'only ab ut 10% of FIA 1n HUD, >
of all the FIA functions pendlng a,
" to handle insurance qucstlons througheu
This transfer will face some opp 51tlo
the 1nsurance: '

© out thls cowmltment, thcy w1ll worry that th‘%‘
”prov1sn6ns of the flood- insurance Drogran Wll ‘guff
association with FDAA's disaster- rellef authar«-

w1thstand1ng the fact that both prog a
in HUD '

(2) NOA?/NHS Conﬂunlty Dlsaster Prepareaness Procram

The National Weather Serv1ce in the Department of Comnerce
administers a community-level disaster prcpareu*ess program -

confined to weather-related disasters like fle -, tornados,
~ and hurricanes (see page 23 and Appendix K of '*-chn°nt)
- Although small'(aB staff years budceted for FV S9Y . 1; is

in fact the largest natural dlsa iter preparea.j - staff in’
- the Federal establishment. . .

The KNVS program is staffed by meteorologists wha encourage and
assist communities to develop natural dlbagtervoreaaredness
plans. In carrying out this responsibility, NWS works with
the same local emergency officials contacted by cther-Federal
preparedness and mitigation programs, lenulng weight to the
perception of program fragmentation based on the cause of a
potential disaster. :

Commerce argues that the program is a logical extension of

the NiS warning system and NWS technical capabilities and that
it neither duplicates nor conflicts with the proerams of the
new agency. Cominerce opposes any transfer oi the. 21 nev
positions recommended for this program in your FY 1979 budget,
arguing that meteorologists are needed in order to C\pand the
program to areas not now covered.

These argumants hotwithqtandihq, re believe that the new
agency should have an "all hdzarhu" focus and we recommend
that you approve the transfer of thc non-meteorological ,
aspects of ,the community prepdrcdhess function in’ principle.
and leave the exact division of resources for my resolution
in the noxt fow woels, - . R




{3y Natlnnnl IIIC Provanlow and Cont'o] Aon1hnstrat10n ‘

. The PFPCA was CJ,JLnd in the Departm nL Of Co
11974, Its principal activitie
rescarch, firc fduCouOn-und trvlnlng,
cducatlon aimed at- -lrv'ln =53] lod\Lth)
in firg combat, since this is lpcal’ rcss 51k
of lobal civil deJersn‘unlts are flre d pfr"
25 20 d pr;ndah H of attachmgwt) S

do.mg’ o, we
perspective of the nev acency, con olldatc Pcderal.gi 1C1e8:
that deal with local officials on emcrgency;urcparedn qs,~1“
and start tc establislilinks between the agency and the
communities with which it must deal. The' NFPCA is not central
to Comn=rce s principal respons 1b111t1es, though there is a
strong laterzl link to the Fire Research Center (National .
Bureau of Standards), which gets 60% of its funding from NFPCA.

Commerce strongly opposes the transicr, arguing that; " (1) the
functions and objectives of the NFPCA are rot the same as those
of key elements in the ncw agency; (2) the character of the
new acency will lead NFPCA to focus on fire suppression rather
" than fire prevention, a focus which will create pressure for
funding of a large grant program; and (3) the transfer would
disrupt the funding control mechanism which allows NIFPCAh to
see that NBS research activities mesh with the rest of the
NFPCA program." o

The fire service groups are well organized and vocal. The
Joint Fire Council has promised suwnport for the transfu-, but
has made this support contingent on funding of the National
Pire Academy. The funding issue has not yet been resolved.
Groups representing local governmeat officials, e. SR the
National Leaque of Cities, are on record as opposing the
transfer, but we believe they will follow the lead of the
fire services groups.

DECISICHS

Approve bDisapprov

v 2l

Earthquake Hazard Reduction Program (OSTP)

Dam Safeoty Coordination (OSTP) -

“Warning and EDS Policy Oversight (OTP)



Response to Conscqucn”‘
Inc1dcnts

7 'Natlonal Flre Prevcntlbn and
. Admlnlstratlon (Commerce)%

V. Ir‘PLENLNTATIO"
A detalled reorganlzatlon plan ;ncorporatxng your
decisions can be prepared. for- submission to'Congress w1thln
one month. Should you approve all of the- recommendations -
above, the new agency will have an 1n1t1al staff of approxi-
mately 2,30¢ and a budget of roughly $475 million, Our -
reorganization plan will show-a potential reduction of from
200 to 300 staff spaces (achieved through attrltlon) and a
budget savings of $10- to $15 mllllon n
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TAB B B

6. Natlonal Flood Insurance Program (NFIP)

With the earthquake hazard reductlon program Stlll i
in development, the major nonstructural hazard mltlga- e
tion program now in effect is the NFIP. It ig .
administered by the Federal Insurance Admlnlstratlon ‘
(FIA) in HUD. The flood insurange program requires R
the establishment of 1ogp; flood plain zoning’and =~ . I
- building standards as a;gondltron for ‘availability of B
subsidized flood 1nsurance. . ¥he NFIR constltuteﬁ 85 to -
90 percent of FIA'g workload.: ‘The rest is a Small -
(8 budgeted staff years) urban‘crime ‘and riot- ln-'
surance program and consultative, nonstatutory
actuarial work for other Federal agencies on such
matters as no-fault automobile insurance, insurance
red-lining and product liability insurance. FIA
contracts all of its flood plain mapping, actuarial
and insurance sales/claims work to other Federal
agencies and private concerns.

Three out of four ma]or disaster declarations are
for floods, which absorb 84 percent of all individual
assistance funds expended by FDAA. Flood insurance 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 consolidation 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 reduction
in allied areas such as earthquakes or civil defense.
FIA and the new agency would have co-located field
offices and duplicate involvement with State and local
government on natural hazard-related 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
committees 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
jointly operated program with the industry to a wholly
government program this year. HUD failed to prevent
Congre351onal repeal of a crucial section of the
program's legislation—the sanctions on government
regulated mortgage loans within the flood plains of
noncomplying communities. Further Congressional
attacks on the program's leglslatlon are llkely
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HUD presents the counter argument that remov1ng
NFIP from HUD would be disruptive at a time when the

program is even more vulnerable than usual. ~HUD main—'u

tains that flood insurance fits in-well with the .

. Department's othey local community development respon51-'

bilities (though thig" relat;ongplp has been tenuousg in

the past). HUD algo: maintains that the 10 to 15 percent’- :
of FIA's staff nqt’ Lng}udeg in the t;ansfer would be koo -

small a remainder to ¢arry out thelr ingurance over—},
'sight and consultation’ activities- effectlvely. :
Finally, HUD worries about a decline in status and
visibility for NFIP 1n the new agency.u“-A .

PRP recommends 1nclu31on of NFIP in the new :
agency to give it the central role in hazard mitigation
responsibilities. Some Congressional op9051t10n to the
proposal may emerge, and Congressional ¢ritics may: use
the reorganization proposal as an avenue to attack 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 hazard reduction” as a basic principle in
opp051t10n to dlsaster rellef.. (Appendlx L)
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APPENDIX M

Function/Program: National Fire Prevention and Control Program

Parent Agency Location: Commerce (National Fire Prevention and
' Control Administration) '

Background/Function Description

The NFPCA was established in October 1974 to carry out
the authorities of the Federal Fire Prevention and Control
Act (P.I.. 93-298). The functions provided for in that legis-
lation, which were assigned specifically to the NFPCA in the
Department of Commerce by statute, include:

1. Establish and administer a publiC‘inforﬁation program
on fire prevention, mitigation and control.

2. Establish a National Academy of Fire Prevention and
Control to advance professional development in fire pre-
vention and control through training and education.

3. Administer a technology research program carried out
by the National Bureau of Standards (Fire Research Center)

T T to deveélop and test  systéms and equipment, including ad-—

vanced technology for improved fire suppression, prevention,
mitigation and control, including the issuance and admin-
istration of grants and contracts to support such efforts.

4. Conduct studies and planning of operational and systems
techniques for fire management, suppression and control

5. Operate the National Fire Data Center for the selection,
analysis, publication and dissemination of information
on fire prevention, occurrence, control and results 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
Resecarch Center ir NBS). :

The program is funded for FY 79 at Jjust under $18 million
with 124 full-time personnel. :

Recommendation: Transfer the program to the new agency.




The Project has discussed the proposed;transfer<extensiVely
wvith the Council of National Fire Service Organizations whose
iembership consists of:

- International Society of Fire Service Instructors

- International Association of Black Professional
Firefighters

- Fire Marshals Association of North America

- National Fire Protection Association

- International Fire Service Training Association

- International Association of Fire Chiefs

- International Municipal Signal Association

~ " International Association of Firefighters

- National Association of Fire Science Administration

~ Metropolitan Committee of the International Association
©f Fire Chiefs v

= International Association of Arson Investigators

The Council's principal interests concern maintaining the
integrity and national focus of the fire vrevention program, and
the creation and funding of a Fire Service Academy. They are
concerned that fire programs and resources are not diffused by
combination with other program elements of the new agency or
by regionalization of the program and are seeking assurance
that the program be transferred intact from Commerce. We antici-
nate—their--strong-endorsement-of the-recommended—transfer provided
!.inal organizational arrangements in the new agency meet these
objectives.

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

| There may be some opposition to the transfer in the'Congress.
Senapors 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 agency. 1In its view, this action would:

— diminish the attention now glven to the fire pre~
vention program by merging it in an agency with
other disaster mitigation programs (e.g., floods,-
earthquakes) ; '

— separate it from its key institutional linkage
with the Fire Research Center (NBS) in Commerce;

— weaken the program's focus on all levels of fire by
transfer in an agency dealing to a large extent
with major emergencies.

Commerce also cites the probability that reorganization
would not be acceptable to the Congress and the fire service
community.

The Project does not concur with the Commerce views that

NFPCA's transfer to the new agency 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 program

—“~m~should—be-s&gnlflcanxlx-enhanced by the authorities and resources
of the new agency in such areas as interagency ¢ocordimatiom-amd~-
planning for fire mitigation standards and intergovernmental
efforts with State and local governments.

e

We do not believe that separation of the program from
Commerce will adversely affect its performance in any way. - The
agency's programs are not integral to DOC's principal responsi-
bilities for business development and removal would cause no. '
detriment to other departmental programs. . The only significant
program linkage to DOC activities is the administration of the
fire technology research program performed by the Fire Research
Center (NSB). While the center assists the agency in evaluating
research priorities, actual projects undertaken by the Center
are very similar to its research efforts undertaken in support
of other Federal agency fire responsibilities (e.g., HUD, CPSC),
State and local government and the private sector on a funded
reimbursable basis which comprise forty percent of 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 definition to those to be assumed by the new
agency, namely:



— Coordination, planning and administration of a
program whose principal goals are. hazard preven-
tion and control through enhanced training and
education, technology, planning and standards.

— Extensive interagency coordination and planning
within Federal agencies sharing responsibilities f
for fire mitigation, prevention and control (e.g.,
HUD, HEW).
Fire prevention and suppression resources (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
vital linkage for the new agency within these resources
to meet its fire prevention and control responsibilities
as well as complement and support its full-range of.
emergency functions.

Transfer to the new agency will provide a basis for

better assessing the competing Federal resources

commitments for the full range of emergency functions
and responsibilities (mitigation, preparedness, relief
and recovery) and making adjustments to priorities to
meet those threats which are most demanding.
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PERSONAL AND CONFIDENTIAL <::7/(

MEMORANDUM FOR: THE PRESIDENT
FROM: - . FRANK MOOREM’

SUBJECT: - Distribution and Classification
’ ‘ of the Weekly Legislative Report

As you know, we've never had a leak of a Weekly Legislative Report.
The current distribution 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
basis. The copy with your comments is restricted to WH CL staff
unless your comments require action. 1In that case, the pertinent
page or paragraph is xeroxed and dlstrlbuted to the appropriate
person. :

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

“In submlttlng weekly reports to me, the agencies are completely
candid about hlghly sensitive strategy and personalities. An
excellent example is the ongoing negotiations on Civil Service
Reform which, if leaked, could blow the whole effort in the

House Committees. Your marginal comments back to me are very
candid. This is as it should be. If the agencies, 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 Wexler, Midge Costanza, Jderry 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
particularly 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 press
conducts an unrelenting campaign until they gain a copy.

I have a‘suggestion. I would like for you'to instruct me to
continue the current distribution of my Report. I feel com-
fortable with this. Hamilton does not even let Landon see it;

 "DETERMINED TO BE A ADMINISTRATIVE MARKING
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Jack is very cautious with his; Stu only shares his with bavid
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 additionally
proposed to raise the classification from 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, John White and others, to use with their outside groups.




