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TO: I'RESlDlm'r-KLRCT CARTER.

Flta.«: BOON<.m;CS 'lltANS ITIOO TEAM

c
liE: NOVlMBKR. 22. 1976 MERrtNG wtm '.I'R.FASURYSECRETARY smm

llATE: NOVEMBER. 2.0 •. 197.6

WE UNDERSTANDmAT you WILL MEETliIm SECRETARY sm~ 00

KOOMY. AND ntAT lIE IN'l"EN1>S TO BRIEF YOU ON EC~OOC. FINANCIAl,

AND 011J.KR HAT'IBRS CURRENTLY AFFECTING mB 1RRASURY DBPA1tMNt.

'DIE l'UlU'OSE OF nIlS MHM.<JlANDUM IS TO rROVIDE YOO RACKGROOND INF<JlMA.nON

FOB. mrs MEETING AND TO SUCCEST QUEsnms Wien YOU HICltT ASIC OF

smw.

BECAUSE SECRETARY SIMON IS am OJ! nm MOST IDRALOGICAt MKMBlmS

OF PRESlDENT FORD'S OOINET. HIS OPINlemS em UOMESTIC. ECllNOt-tIC

POLICY ARB NOT LIkJILY.T() GIVlt roo A VBR.Y BALANCED VImI. WE nELl!V!!:

IT WOOLD BE HOST USEFUL TO DRAWHIM OUT em lNTERHAnONAL ECONCHIC

PROnLRMS IN D 'lH! NEW YORK CI'l"i SIWATIW.

1. IN'IERNAttONAL HCOOCI4IC AND Fllt\NCIAL PROBLEMS

MOST EXPERTS BBLI8VB THAT A SERI8S OF IMPORTANT IN'reRNATIONAL

ECONOOCAND FINANCIAL mOBLltMS HAY coorR.~T YOUR. ADMItU8'IAA'tIOO

IN ITS FIRST FEW MONnIS. 11IE ECWCM;[ES CF THR MAJOR. INDUSTRIALIZED

FIRST. OPBC IS WBIGKING AN INCRRASn IN THK I1.UCK OI! ITS BXl'ctt'lEb

on. AND lIAS BEEN PLANNING A DECEMBER. 15 KEEnNC TO ACT m IT. 'llJERE

HAVE B~ INDIcATIONS THAT AN m:1UtASE Olt 10'1 (It SLIGllTLY Motu! liAS

BEEN cmSIDERED. ECONOOC HlNISTERS OF MANY rnOR.t11tG COUN1lUES HAVE

t. ,...
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MGUW 1liAT SUCH AN INCREASB COULD SLOW OR EVEN AllOR.T ~lR ECONCHtc

RECOVRRIES. AND IT OnVlOtJSLY WOllLD lt4VR A NlK'.ATIVE EFFECT ON GR~m

AND INFUttON tREN1JS IN THE U.S. As YOU KNCM. TltESE HINISm.S RAVE

BEEN TRYING· 'to·~rtsUAD_ OPBC..TO.·»BF£l iTSMBRTlNG OR 'JUt PRICK

INCREASE ITSRLF. numB IS S(tofB POSSIBILITY THA'r '11lERH WILL BE NO

OPEC PRlC! INCREASB 11ltS YEAR.so mAT OPEC CAN NE(:OTIAIE WI'1lf A

NEW ADmNIS'IRATIW .•

SEcaETAaY SIMON. FORMERtYADMlNIS'mATOR OF 'llIB FEDERAL RNERGY

OPEC MRMBER OOUNTRIES ON RECYCLING l'RTRODOLIMl FLW8, BILAtERAL

ECONmlC COOPERATIONAGR.EEMJmTS,ETC. YOU HIGHT ASK HIM&

1. WIIAT ARE mE U.•S •• S(X,]1lC!S OF NEC01lA TlNC tEVSRAGR

WI'IH OPSC?

2. WHATIS 'llIB roaR ~ITION OF onc •• IS SAUDI

ARAnIA DOMINANT; ARE IRAN AND/OR VENEZUELAALSO llICRLY INFWlninAL'l

\ffiAT 00 'mESH N4TIOOS SEEt{ FROM'l1iR U.S.'!
~

3. WHAT ARE 'Ill! P09ITlOOS Ofl' OUR IN1JusIR1ALl.tJID ALLIEs

cmCERNING OPEC AND ll1E~~Ol'OSRD PalCR lISE1

4. WAT OVERALL 8TRA'I'RGY SHOOtD nt.K u.s. roRSUE IN

RELATING TO OPEC?

SECOND, BRlTAlN AND ITALY CWrINUE TO EXPERIENCE SEVERS BCQN(»{IC

CRISES, AND BACH IS NEGOTIATING WI'IH THR IMF POR MULTI-BILLION DOLLA1t---
LCIDfS. nm IJtADIm.SHIr IN Bom COUNmIES ltAS BEEN ENCOUNTERlNGGImAT-
POLITICAL DlFFIaILTY 1N PERSUADING'l1{EIR LBaSLATUllES TO SUPPORT NERllED

AUS1'RR.lTI t'ROGMMB. !t.G. lNCOOEB POLICIES, REDUCEDPUBLIC SPENDING,

ETC. nm!ED, 11lBRB IS SOO RVIDBNCK 'lllAT THE BRITISH LEADERSmP
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IS ENCOURAGING 'ftt! IMF 'l'O INSIST m sucn AUS'l'ERI'n AS A CONDITIl'lN POP.

'11m REQUESI1ID LOANS.

YOU HIGftT ASK SECRETARY StK~:

1. H~ SRVRltB ARK tHE FlNANCIAL I'ROBUHS (F mOBS 'NO

NATIDNS'l WILL 'l1lESE LOANS BE SUfFICIENT P<aANY Ptton:tACTED

. PERIOD (JR:VILL FURmER alRDtTS BB REQUIRED?

2. HeM fAR CAN nm IMr PUSH THESE NAnms CWCEllNING

AUSTKRITY PROGRAMS WIntOUr CAUSIM; lNttRNAt POLITIC\t. DtSOR.DER?

mlRD, 'lllERE ARE INOtEASmo INDICATIONS 'mAT NUMmlOUS. LESSER

DEVEl-OPED COUNllU!S (WP'S) MAY BR UNA!LB TO RKl'A't ON SOIEDULE mEa,,;..---
BXTBRNAT. DEBTS. nuf·,CctlBlNATION OF WORLDWIDE 1914/1975 RECESSION

..---------
CONDITIONS ANtJ HIG1HUt OlL FRICltS RESUL'IED IN lARGE 8AtANCB Of fAYMENTS

DEFICITS FOR MANYOF mESH, AND 'l'HRY RHSOI1TlID to ~ORKIGN BOR.R.CMINGS.

A SUBSTANTIAL AMOONT OF TllESE LOANS liAS PROVIDBl> .BY THE U.8. COHMHRCIAt.

BANKING SYSTEM.

It MAY BE HtiLl'rUL TO SOLICIT SIMON'S VIEWS COOCERNING 'llIK LIKHLUtOOO

AND SEVERI'lY OF "LDe BANKRUPTCIES." (nmv PROBABLY WOULD TAttlt nill FORM

OJ! MORATORIA(fi fRINctrAL PAYMENTS) Rom m 'lllE WOOW FINANCIAL SYSTm

AND 00 THH u.s. llANKIR; SYS'IEH.

F0UR11l. MANY HAVE CAtLED FOR AN Ecot~tl:tlC SUMMIt MEttING,

IN niE IMMRDIAT.t POST-INAUGURATION PERIOD. INVOLVING YOU ANn nlE

LEADERS or tHE MAJCR INDUSTRTAT.TZED NATlms. 'tWO SUCH ~ BTINGS JlA\ffl

BEEN HELD DURING nm PAST nlO \'RA1lS, AT RAHBOUILLET. FBANCE AND

PURaTO RICO. SUCH MEBTINGS WOULD aHEM CONSIS'.rnNT WI'I'H tOUR CALL

FOR CLOSRR.COOPEBAT1~ IN KACRo-BCOOmIC POLiCY-MAKING AH<flG I1fR bmUS"
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'ffiIAt.l~lW NATI~S •. ON ~.E O'.Q{ER. HAN~,.8.uca wmt.s ARE oP113N ~OSMg~C~;::.....

ANt> tOO WILL HAV! LIttLE. TIHE FCIl SUCH ACttVITIBS IN 'l1m FIRST FEW

HONllIS OF YOUR.A.DmIISTRATION. IT WOOLlJ S.ltH:K USEFUL. SINCE SBCRBn\RY

SlHOO PARttcIPA1ED iN nreSB SUMKIT8, TO ASK IiIK WIlEmER TR8Y ~ BE
"7I , '

GENERALLY UB!FUI. IN AClIIEVING C~lNATION.~. FOLICY-MAIUtmt' .:.

AND WlIEmER. ANOmER ECON~lC BUH»1T MEETING WOULD BE ADVlSABLB IN

PARLY 1977.

11. NEWYORKeIn ISSUES FOR SIMON H.!ETING

YOUWI~ BE GgnlNG A MORE DETAILED KRHO00 THR NEW yon

St'IUA TtOO •

AS 'IOU KNOW, 1'HH lRDBRAL LAW ENACI'HD LAST YEAR. FOR RYe'" ... ". , .....

I'ROVlDED "SEASCfiAL F~CING LOANS." tHIS SBRVES ONLY TO "TAK.Ii. CAu;'OF.·

liVC'S CASHF~ NElms -- 1.8 ~,. tD,· ..PA.Y'FOR.~:A!m:CiPA 'tEn R.KV!NU! mAT'

DOES NOT CGmIN'l'O 'llIB crn's COFlRRS WHENIT IS NEEDRJ} to PAY BILLS.

THIS IS nm SAMEAs REVmWB SHARING, WHICH COOS IN AT THE END Of' THE

QUAR'l'BR BUT 18 NEBDEU TO MEET COSTS DURING A QUMl'Rk. tHE CITY

BORRCMS AT TIlE BEGINNlNG OF A PAttTICULAB. TlMIt PERIOD AND PAYS OFF

~s AS TIlE AnTICIPA'lED UVINUE IS RECEIVED. '1llERB IS AT M 11lRStmT

T~ A tOOT OF $~.3 BILl.l~ OF SEASONAL FINANCING rOR NEWYOOK eI'lT

FOR THE PKRIOO JULY 1976 TO JULY 1917. YOO SHOULD NOT! TlJAT '1HE FEDERAL

GOVERNMENT ACl'OAl.L Y HAKES KONEY ON 'I1IlS SEAsONAL FINANCING FOR

NEW YORK CIn. nm FOLLalIlIG ARE 1lIE HAIN QUESTIONS to RAISB wrnI

SIMON:

1. ,WHAT IS smoo's GBmRAL A88R8SMlmT ~ nm NEW YORK
" ....•. ------..

Sl'IUAn(~{?
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2. WILL SIMON KKTHND TH! SCH£tJUIJtO SEASmAL FINANCINa
..~-----------------------_._._._----

: FOR DBCEMBER?

3. WILL SIMON EX'tEHD nm SClIEDULED SEASCfiAL FINANCING FOR

JANUARY?'-
4. IF ornm PARTIBS 10 THE CREDIT AGlUW1ENT, SUCH AS im

PENSION FlJNl>Sa DO NOT ,,"KE 'lltBIR EXPECTED PURClfASES, CAN SIMOO

PICK UP 'Jl:tOSK SMSONA!. !fINANCING NEEDS IN JANUARY?

5. WHAT IS SIMON'S GENERALOPINION 00 HeM 10 RANDLE nIB

$1 BILLI~ UNDBR Tll8 MORATORIUM tHAT HAS BEEN DBCLAR.ED

UNcwSttTUTlmAL BY mE NEWYORKSTATE COURT Of J\Pl'BALS'1

6. watT IS SIH(If'S GENERALOP1NIW W IIO"A nlls DEClSIW

ON 11tH MOOATORIl!M WILL APPlor (A) THa MUNIcirAL HARXET; (8)

0'lliEll. CITIES; (C) nm ECCfictfY AS A WllOLE?

III. THE "PROCESS" OF u.s. ROONOOC rOLICr-MAttING

'l'tiliORE'UCAlJl.V RllS.Pl"!N.SIBLB 110ft FORMtiLAtTh'G "ANO" RECOMMBNDING FOREIGN:'.' ..: ""'.

BOARD (BPB) IS 'lHE PRINCIPAL HBCHANISM Foo. FCF.MtJIA'UNG ECON<lfIC POLICI8S- ....

.., .HCONOO.lCPOLICI~S •.,. YET, MoSt ·OBSERVERS. nRii:&VK 'IT IS usiID' ONLY

ntERE lV\VR B!EN Ntllm\OUS CHANGES IN 'lliB ORGANIZATION ~ OUR

ECCtiOOC l'OLICY-MAKI.NG~ Bom FtllEIGN AND DtHiSnc. WI.ntIN TIlE PAST

RELATING TO 'lltE OOMBSTIC ItCOHtlU. SECREtARy SlMON IS CllAIRHANOF

SEVERAL YEARS. CURR!!fILY. 11m WRITE ROOSB•.BASBD BCONOOC POLICY

EPB, wnlm HAS SrnKWllAT SOl'ERSEDED 'mE MORB NARRalLY BASED "'.mOIKA"

(F. 1HE TR!A.SUR.Y SECRETARY. DIRBCIOll OF (I{B ANn 'lltB CRAIRHAN OP CRA.

COOClmNINC FmBIGN ECt~OOC POLICY t 'Ill! ~nOCEsstl IS IN CONStDERABl.E

DI8A1UL\Y. WE COUNClL m INTERNATI<lML ECONOOC POLICY (CIEP) t IS '---------------
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...... . .. .. ..

MUL'1'Il'LH u.s. SPOl<iSM8N_Cl~VBYlNG DIFlllRKNtF~SlTI~S ON

IDENTICAL ISSUES lNVOLVlOO IN TERNAn mAl. EC~<ltIC AFFAIRS.

WE SUOORST mAT YOU ASK SBCRETARY SIMON THE FOLLOW1OO:

1. DOSS 'lllR PRKSRNT !CONOOC !'OLlCY BOr\.RD REPRESENT A

SUCCESSFUL Al'FROr\CIt TO FORMUlATING ECONct1IC POI.tCIES IN AN OPRN~'~~~:';

COLLABONATIVE MANNn? WllAT IHPROVEM!NTS HIGHT BE MADB IN '!lUS

PROCESS?

2. now HlGIIT nm PROCESS OF FOREIGN BCOOOO POLICY-~G

BE REmQANIZED1 IlW Sllom.n 'llE TREASURY AND STAT! DEPAR'l11'ENl'S

AND 0'llilU\ 1>KfAR'DmNtS. R.ttt.A'm 1'0 nm WHIm ROUSE (If IT?

'.

IV. DOMESTIC ECON<HIC CONDITIONS

NUMEROUS LFJillING ECONotfISTS ARB lUlDUCING TlmlR ECONOHlC .GRCMlll

FORECASTS FOR TIm FOURTlt QUARl'HR AND 1977. nmRE IS NO EXPECTATI~

AT 1lIK H<J1FJfI'~ n<MEVER. OF A R.ECESSIOO NHXT YRAR. AL'lERNAtIWLY •

AN AVRRAGK GROWrn RAT! OF AF1'8.cr.tlHATELY S.S~ (AND ~.57. NEXT YEAR)

~R 1llK NEXT FOtJR YEARS HAS BERN KBTIMATtID AS NEcgSSARY TO EVEN1l,JALLY

REDUCE UNEMPLOYMENT TO TIlE 4-4\~ UWBL WHiCH Yl)U llAVB DISCUSSED. IT

IS INCRttASINGLt QUEStlmABLB AS to WlIEnmR. THIS RATE N(Jf CAN BB ACHIRVBD

FOR. 1971. WInIOUT ADDIT1ONAl. STlKULUS.

WE SUGGEST 'lliAT YW SOLICIT SECRETARY SIMW'S VIEWS C<fiCERNING

TRR FOLLMNC. (IT SHOUW BE NOTIID 'mAT H! IS QUint CONSERVATIVE.

IS H1GnLY INFLATION-SENStTlVB, AND HAS GRNKRALLY BVIDKNctUJ SAl'IS~ACTIm

WITH nIK "SLW BUT STRAJ)~ £CONMC PACE ~
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1. m:S PER.CRPTlOO OF TOE CtJRRENTPAC! OF 'DIE ECONOMIC

R.«COVRaY; WHY- ~ "l'AUSH" liAS BElN RX.mNDBD. WIlYBUSlNESS

INV!S'rMENT ANn \rn!MPt(f.{MENT HAVE BERNl>!SArPOINTING. AND

WHEmmt TnIS PACE IS ADEQUATE/INADEQUATEFOR. U.S. ECONOMICAND

SOCIAL H&AL'lll 7.

2. HIS RXPBCTATlOOS C~CBRNING nns POllR'Ilt QUART8R AND
,.

1977; ECONmtC GRCMTII RATES. UNEMPLOYMENTAND INFLATION LEVELS,

.' '. £1'(: ••. AND WIri. IN PAR.tlCUI.AR. WlIATlWlDltNCE EXIStS to SUPPORT

MR.. GREENSPAN'S C(Ifl'ENTIOO THAT mE PAUSE RAS ONLy "A SR(lt.T

TIME TO GO" AND TH.B OOFICIAL Paw ADMINI81RATlOO FORECAST OF

S to n REAL GROW'l'HIN 1977 •.,

v. tOLICY ALTKRNATIVR8 CXJNCERNINGADDITI~ ECOOOMIC STIMULUS

AS YOU KN<1.l, A POLICY DEBAT1\ IS RAGING OVER WHAT FORM OP

FISCAL STlMULUS HIGHt BE Most APFROFRlATR AND EFFECTlVB. MANYARGUE

'mAT ONE-TlME TAX RElL\'IES m OREDITS TO INDIVIDUALS CAN PROVIDE THR

"QUICK.KST" STIMULUS. onums BRLlBY! TllAT ~K-TOO INDIVIDUAL TAX

CUTS ARK PRIK\RlLY' SAVED, NOT SPENT, AND THAT PRRMAWRNT TAX R8DucnONS~--­-
ARE HORE EFFECTIVE. STILL onnm.s COOTB:NDmAT A HlX or INDIVIDUAL

AND CORPORATE TAX REDUCTIONS OR INCENTIVES, B.G. LIBePALIZBD DRPRECtATION

RATES, HIGHER INVRS'DIENT TAX CREDIT RATES. illWLD BE USED. ~'L ?
OF CrnRSE t A SEPARATE SCH~ OF nIOUGRI' ARGUES FOR SPENDING

STIMULUS ALONE, OR A COOlNAnON OF TAX RRDUCTIONS AND INCREASED

Sl'ENDING. llJE cm.y AVlfI. LAl\LE API'ROACDTO INCREASED 1977 SPENDING

INVOLVES USE OF EXISTrnG PROOlWlS. 'llIOS~ RElATING TO COUN'mRCYCJ.lCAt..---­
ASSISTANCEt GIVEN TItE PLIGHT OF cmn.'RAL CI'TIRS AND DECLINES IN nIEIR
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l'UBLIC Rl11>LOYMBNT. HAVE B2KN FREQUKNTI.Y HENnONRD. ADDlnmALLY.

INCREASED Sl'ENDlNG FOR ruBLlC WORKS MID MANPOWHR TRAINING ALSO HAS

liMN RRC<lfMRNDBD.

IT HImlT BE USKFUL TO OBTAIN SHCRKTARY SIMON'S VIEWS C(l~CRIUUNG:

-- 'IHH ADVISABLE FORM (F FISCAL SnMllWS; TAX POJ.lCY 1\100B.

AND IF SO. WllAT FORM OF TAX INCENTIVES TO GR.WTH; SPENDING

POLICY AI.ClIE. AND WHAT CATEGORY OF SPENDING; A MIl OF TAX AND

Sl"JUIDlNG POLICIBS, WHICH ONES AND WRY.

YOU 9H(\ILf) L~DlCA'IE TO HIM THAT YOU WOULD LIKE YOUR STAFP TO

COOPSRATE WlnI JUS STAFF ON nm mcmnc.u. QI1ESTIQqS INVOLVED.
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TO:

FRCIf: BO r.;ull"~
JERRY JASINOWSKI

JACK lIATSm

$/~
~pL j~,.£

/01c6-n _ £-/ey:> cE"4

RE s 1fU'.ttoo WITQ QlAtlUfAN BURNS

DATB: NOVEMBER20. 1976

IT IS ISSBNTtAL IN YOUR HRTING 1I1m CHAIRMAN nURNS THAT YOU

SBT nm AGENDA FOR. WHAT SHOULD BB DISCUSSED ANn tHAT HIt Not BB A.Lt.OWlro

TO DctUNAT! mK DI8CtISSIt:m. 1tE COULD EASILY DClfINATE BECAUSE lre IS

ON! OF '1'HJ!BItST ItCOOt'ltIST8 IN TIm ComrrR.Y. lttm GUAT DISCUSSIW AND

NEGOTIATING SKILLS. 1m HAS A VAST 1(Nor.tt.!OO! 01f Hew TIm RCONcm:C AND

I. APPROACII TO THB M!E'TlNG

WE RECCHIBNl) TaAT YOU RAVE TRE FO~ O~CTIVBS IN MIND FOR

'mI8 INITIAL MJmtOO s.tltH. AlmIUB. BURNS:

1. TO TAD mE MRASURR OF BURNS' INT£IJ..ECT ANn STYL.K AND 1'0

ESTABLISH A BASIS lOa!'t1TlJR.E COOPiRATION BE1WEEN THE WITH HOUSE AND

~ ttI! FEDdAt usn". SUQl COOPERATION -- DESIRABLE AS IT MAY BR --ol.
REQUlRES CERTAIN mro!aSTANDINGS: SPECIl1CALLY. 'mAT THE FRDRRAL

ns!B.W t S H~'l INDEPENDENCE DOES NOT tlTEND TO INDEPENDRNCR IN

SBttING NATIONAL!CONl'lfiC G~; ANDMT THE lUSIDENT HAS EnRY RIcur

'10 EXPECTARllWR BURNSf Ecooaac POLICY ADVICR TO BB COOV!YJ!t} 1'0 HIM~

IN PRIVATE RATHER 1lIAN nmoUGH ntR PUSS.

2. TO SUK BURNS f VImI OF TtlE CURREN"r STATE OF 'l'HB ECWOMY AND

'llIB OUTLOOK· FOR NEXT YRAllj

3. to DIScuSS Tlt'l1l BURNSYWR ECONctlIC COALS Fat. NFXT YHAR AND

TO DB"1'ERM1NE mE El'I'mT TO WHICHII! lrllLL SOPK\aT '1llEH;
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4. TO SOLICIT HIS VI!WS ON TIm APPB.OPlUAT& FISCAL POLICY ACTlOOS

1l! SLUGGISll;

5. '1'0 SOUClT Bl3l.NS' VIEWSa4 'm.! COt1aS! OF MatlEtARY :roUcy

NECESSARY 1'0 SUPPORT TH! ECOft<»ttC RECOVERY; ANn

6. TO DISCUSS wrTR BURNS HOWMOOETA!tY AND !ISCAL roLlCY CAN BE

PllOPElU.T CoatDINATED. THIS WOULD INCLUDE A DISCUSSION OF YWR POS1TICfi

TltAT nm fED CHAIRMAN SHOULD SRR.VK A T!1U! COi'ERMINaJS Wlnt mE PRESIDENT.

IN DISCUSSING AU. OF THB A.BOVE, W1l SUGGBST mAT YOU PRESS

BURNS FOR HIS ,JU9TIllCATION POH. TIl! FOstTtrnS ltE TAK~S. INDICATE

YOU WOULD LIKE YOUR STAFF TO WORK WITlt ttIS STAPP' ON TIm TEC1IN1CAL

ASl'£C'.tS OF '1'IIE ISSUSS YOU WILL BE DISCUSSING. YOU SHOULD ALSO ASK

BURNS rea A CQiFtDENttAr.. ~UK ~ THE ISSURS~YOO WILL BE'"

DISCUSSING. W! StRWGLY URGE YOO NOT TO MAKE ANY COMMI'IMRNTS TO BURNS'-
vms IN nus FIRST MEETING.

II. EC(l{OOC OUTLOOK AND 'IlE PROSPECTS FOR CONTINUfID RECOVERY

EARLY THIS YEAR 'J.'H! AnMINIS'IBATION IUDICT£D t'HA'l' THE EcrnCHY

WOULDGRaY B!'N!EN 6-6\y' AND THAT 'Ill! UNEMPLOYMENT RATE WWLD BB

REDUCRD It. FULL PERCENTAGE POINT. IT IS !lmmmt.Y UNLIKELY mATnns

FC1UCASTWILL N($ ~E UAl.1ZED.

AFTn A Vb.Y StRONGFIRSt QUARTER TltIS YEAR. R&\L caowm, AS

MBASUIUmBY GNP, ItAS SL~ c~smn.uLY. Gllan'H RA'reS OF 4.5

:PttC!NT IN m 2ND QUAll'tBll AND 3.8 l'ERCENT IN THE 'DURD. WHILR

ADEQl.TATE U' WE WERE AT FULL EHl'LOYMENT, WERE TOO WKAX TO PJOOUT ANY

REDUCTION IN mE EXTR.RK!LY ItlGtl t1N!MP'LOYMElrr RATE. IN FACT. mB



UNBMPJ.OYHENT RATE WAS HIGHd. IN ocrotJRR THAWIN JANUARY. 1916.

ALmOUGH nm RRABOOS POR 'lltIS Sl.(WD ORamI ARE Nor ENTtRELy

cwa. SBVBUL SECTOIlS HAVE B!RN W1tAl!R. 'lHAN KKPECTED. FlRST, nm

COVERmfERT SECT(Jlt BECAUSE 01 nm SH<l\TFALL IN S~ING DURING BO'tlt

FY 1911 ANU THat TRANSITION QUARTER. nm Nal PROVIDE AS MUCH S'rlMULlIS

TO '11lR ECOO(IIY AS CmORESS INtENDlID. SRCONDLY. 'mE tOO(: ANTICIPATED

~COVnY IN BUSINESS IlfVHS'l'HENT CAME LATE ANt) HAS TtiU8 PAR BERN VERY

WEAX. BUSINESS HAS 'lUIN A CADTIWS APPROACH TO ttm81~ IN PLANT

AND EQUtPHENT, l'EIUJAPS IN PART BHCAUBB OF THE SRVBRITY OF 'mE 1914-15

D;CESSIW t .AND IN PAaT BKCAUSB OF THB POLITICAL UNDRlITA TNTIES IN AN

ELBCTlm "fEAlt-.

nm outLOOK rOR niB FOlIRnt QUARTER OF '!BE YEAR. IS NOT

ENCOURAGING. TIlE trW 1NU1CATORS FOR OCTOBER. lJR[ en ARE AT R'F.A ny

AVAlIABLK, EMPLOYMImTt lNmSnuAL t1t.OOUCTION AND)lliTAlt SALES. SUCGEST",
ANOmERWEAK QUAR'Mm or CltarrH, IN '11IE RJ\Net: OF 3-4~. Sucn A RA'l'E OF

OROW1lt COUID LEAl) TO FUJlTWUt SMALt RISES IN TIlE UNEMPLOl'MENT RA'tt ••

YOU SHOULDSOLICIT BtmNS' VIEWS ON nm CUR.RJm1' STAT! OF THE

ECOO(I4Y AND DIS EX:1'LANATlON OF WHY 'l1I& RHCOVBa.Y l{AS FALTERED.

Wtm RESPECT TO 1977 t WHI.LR MAn PORRCAS'l'BRS ARR SCALINC DOWN

nmtB. !STIMATBB FOR CRcvm IN 1977. NO ONE IS PREDIctING ANOTImR

RECESSICfi HaT YRAR.•• HCUBVElI., A CROWTR RATE OJ! ONLY 4 :Ant.CENT IN

1977 ( A NOT UNLIKELY PROSl'BCT CIV!N CURRENT POLICIES) lIOUID LEAVE

~ SroCK 00 ITS ALREADY"roll PlATEAU AND WUJI.O rUR'l'l:t!R LIMIT

YOlIR. ADHINISmAnON' 8 ABILI'l't TO PINANCE N~ED SOCIAL mOGRAMS.

TH8 AlI'PR(JI[IMATE PARAHETERS OF nut POLICY DRHATE ARE THAT A

ttKRLy GROIml BAtt ()1t 4-4\'l. (ell LESS) IN THE F0URllI QUARTER, AND 'l'tm

EARLY pARr 01 NEXT tEAR WOULD BE A CLEAR. SIGNAL OJ! mE mnm FOR.
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DttRtJIATB ADJJITIONAt 8ttMULUS IN EARLy 1917.

BURNS lIAS SAID lIE BELIEVES WE WILL HAVE A 8mONG RttCO\1ERY l£XT

YEAR. llIS PREDICTIONS IN 'JHB PAST HAVB NOT AtWAYS BkER GOOD .-

HB MISSED 'lliR TIMING AND MAGNITUtJH (It '.mE 1974 RECESSION •• YOU SHOULD

ASK FOR TIlE SJl2CIFIC RR4.S~S HE BBLIBVB8 WE WlLt HAVE A GOOD RECOVERY

Ill. EC~(If1:C COALS AND COOPBRATION ON MOOKTAR1 AND FISCAL FOLICY

YOU SHOULD HA1<..HCLUt ro BURNS IN YOOR. CXlWERSATI<fi THAT YOUR

TENTATIVE COALS FOR 1977 ARB A. 6 PERCENT GRWTH aA~ IN REAL GNV t

WICH WILL l'ERMl'r A REDUcttON IN ntE UNHMPLOYHRNT RAT! TO Wit 6\1---
RANG! SY 'IHR !Nt) OF 'I1lE YEAR. YOU SUOUW FUR'llIER STR8SS ntAT 'lliRSE

TARGETS CAN AND SHOULl) BE ACHIlMlD WI'DtOUT ~Y SIGNlFlcANT

ACC!L!RA TION ~ T1ili. Im'U'rtON RAtE * GIVEN CUIlRB.NT ~UNDER -UTILIZA TION,
(F nom LABoR AND PLANT CAPACiTY.

TIllS IS 'lll! HOS'r 1HPOB.TANT AREA OF DISCUSSION Fal YOUR FIRST

KERTINC. IT WOULD BB USBFlJL AT 'llII8 POINT TO ASSURE BURNS mAT YOU

WANT TO AVOID A SITUATICW TN WHICH 'IlIBRB IS BI'l'U.Ra AN APPA1Um1' OR

ACTUAL CcttFLlCT OV&l INCOME CMLS AND:nm CoOODlNATi<ti: <.wMONETARY·: .
AND FISCAL POLICIES.

AS PRR8IJJmrf. YOU WILL WANt to CONSULT REQJI,.AlU.Y WInt 'lllE

SECRE'IAR.Y OF TIlE TREASURY. 'l'ltR COUNCIL OF BCON(}UC ADV I SRltS • 'I1lE 0tiB

DIRECTOR AND ntH CHAIBMAN (Jll THE FEDERAL RESERVE. YOU WILL ALSO YANT

TO ESTABLISH A. WORKING RBIA TIOOSIUP WI'Di THR 1l'ED CHAIRMAB TO INSURE-------- .•. -
INFORMAL AND CONTINttiNG DISCUSSlmS OJ! IMl'OR.TANT l'IlOBLEMS AS WRY

ARIS!. YOUR DE51RE F£Il. A l'ROOUCTIVE AND COOPRRATIVR RELATIt~SHIP

SHOULD BB MADE CLlWq AS SHWLD YOUR INTENTIm TO ASK FOR AND VAWK

HIS AOVICK. IN THIS RECAJU). nm FO~lNG I'IEMS SUOULD BR DISCUSSIID~

(



- 5 -

.. '" ..

tltlST, 'tOO SllOOlJ) SrAtE YOURBRLIlW THAT IT IS TIm RRS~~SIBILITY OP'l'HR.

ADMINIS'IRATIW AND TIlB COOCaBSS -- NOT 'lllB FBDERAL RESERVE SYBWt --

10 ESTABLISH BCONllfiC GOALS •• BURNS SHOULD B! ASlUID ABOUT '1'Itt PROCESS

(P SETTING GOALS AND mE FEDERALRESERVE'S ROLE IN IHPI.EMENTINa TItEM;

HI SROOW ALSO BE AstOm lfflAT HB 'mINKS OUR PRESBNT BCONanC GOALS

OII,;HT TO BE.

SECOND, YOU SHOULD ASK filM WHAT MECHANISMS SHOULD BE USED TO

COORDINATE MOORTARY AND FISCAL POLICY •• DOES HE BlU.llW! 'lltAT rut- -
QUADRIAD MECHANISM (mEASURY, am, CEA AND l'HE FED) SnOULD BE

RBESTABLISlIED AS 'mE MEANS FOR FOSTERmo COOPERATIoot you SHOlJUl

CONVEY TO BURNS YOUR BBLIEF THAT YOO HAVB A RIGHT TO RECBIVE HIS

POLICY ADVICB IN PRIVATE AND BKPORR AN ISSUE IS RRSOLVED, RATtt.KR THAN
---

'1lIB.OUGfi 'l'IIB FRESS AND AFTER. YOU HAVE HADE A DECISION •

.~
'mlRD. l'l' WOOLD BE APPROPRIATE TO BRINe UtJ TRB QUESTION OF 'IllB

FlID CHAIRMAN'S 'fERM OF OPPle! •• 'lliROUGliOUT TttR CAM1'AIGN YOU moroslID

'DtAT 'IHR CHAIRMAN' B TERM BK HADE COTEWNOUS WITH llt.A T OF THE PRES I1.lr:NT ~.:.

IN '11lE PAST, BURNS ms SUPPORTED 'llIR COOCBPT OF A ,. Y1Wl TIUtM FOR

'lB! nm CHAlRKAN, LAGGlID WE YEAR.AFTER. TIlE PRESIDENT TAKES OFFICE.

IN 0'mER WORDS. IF A PRUIDBHT ASSl.JMBSOFFICE IN JANUARY, 1977 t Hit

COOLD APPOINT A NW CHAIRMAN IN JANUARY, 1978. BURNS CLAIMS T1IAT '.I1IE

lllBsmENT l£EDS AT LEAST ASn(JlT PERIOD OF COOTINUITY IN ECOOOKIC

POLICY PIUIf em ADMINISTRATION TO 'mE NUT 6'; WILRRBABBUJUNG .1lUBNB

mAT HIS (Jffl mRK \lOULD BB UNAFFECTED BY ANY LEGISLATION YOU nr.raOOUCk,- ---------------------.--- -

IT WCJJLD BE USEFUL TO DR.AWnTH Q.JT IN KOOK DETAIL 00 HIS VIHWS ON A.
...

COTERMINOUS TRRM.· (IN~ID~Y.,.l~ ,m Nt" tRMA~ VI~ McCHESNEY

liAATtN SUBMITTfU) HI$ tlESIGNA'fION PRo-PORMA TO PRESIDENT-ELECT---
EISRN1i~D., KRNtfHDY. JOHNSrn AND NlXm.)
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IV .H~1 POLICY ANt) TltB PB:Dwt UBKttV! IS SurKlB.1' OF 'DIE RECOVERY

(If FRIDAYt THE rED ANNOONCEDA RJIDucnw IN '.rIlE DISCOUNT RA'rE------
('.l'H.! RATE WHICH BANKS PAY WHRN THEY BORR<M FROM THB FBDRRAL RESERVE)

FRCIf 5\t TO S\~. nus IS A. DEFlNlTE SlGN 'llIA'r mE FED IS CWCERNED

ABOUT 'l1l8 STRmCTlt OF 'mB ECOHCIfY. ITS TIMING IMMEDIATELYBEFORE YQUll

KS!TlNG WI'Ill 1IU1W.8 8UGG!STS 'llIAT HE IS SRKKING TO AVOID COOFLICT

AND 'llJAT HK S1:lAR!S YOUR COOCRRN ABOUT THE RCOOOOlC RECOVERY.

IN 'l'llE LAST 6 KClrms. m MONEYSUPPLY. AS DKt'1NKtJ BY Hi HAS--- -,

1BCRBASKDSLIGH1'LY MORS 11IAN 5 nRCHNt (Ml C<ltSISTS OF CUlUU{NCYAND

CHECKINGACCOUNTS). TIllS RAT! OF INCR!ABR 11ABnRMITTIm TH! TttEASURY

BILL RATE TO FALL SLIGHTLY (IT IS NCJl BELeW S PERCENT) AND nIB PRlHE

BATE TO DROP TO 6\'t. AT 'lll! PRBSRNT TIMB IT WOUlD BE FAIR. TO SAY 'llIAT

WRILB HONETARYPOLI~ IS NOt' IMPEDING tHE RECOVER!. NElntllli IS IT
."

IT WOULDBE COUNTEllPIlODUCTlVEFOR YOU TO ENGAGEBURNS IN A DEBATE

AUOOT'DIE LEVELS (F ~ m HZ AT mIS TIME. DE lIAS !FFEG"IlVt;t.Y

TUWART!D CONGRKSSlOOAL OVBRSIGHT a! HIS MOORTARY POLICIRS LN THE PAST

BY LITRRALLY SNWlNG CONGRESS W1'l11 HIS HOOEY SUPPLY NUMBERS. YOU

SltOOLD. 1l(llEVF;ll. EXPLmE VIm RIM WJtA.TSUPPmT BE WItJ. GIVE to YOUR

REAL 01UJW'l1IAND EMPLOYMENTOBJECTIVES FOR. NEXT YEAR nIROUClt AN

AccottfODATIVB M~BTARY POLICY.

v. FISCAL POLICY AND TAX CUTS

YOO BHOOlD BOLICIT BURNSf VIBWS ON WliKTllK.R HE WOULD SUPPORT

ADDITImAL FlScAL sTIHIILtS IF TIlE ECWCIfY CONTINUES TO FALTER. 'I'HE

RlCBNT STATBMBNTS 'nlAT HE IS OPFOSED TO A TAX CUT HAVR BERN RXAGGKRA'tED
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BY mE PR~S. WE UNDERSTAND mATll! OPPOSES A. TAX REDATK BECAUSE

HE BELIEVES MOST OF 'llI! KONBY IS SAVKD RATHER THAN SmNT. BUT MAY

SUProaT A BRG\D ••BASED. PERMANENTTAX CUT.

Wi StTOOBST YOU ASK RIM:

8) H~ MUCH 'lllB BCOOOO WOULD l\\VB TO FALTER BEFORR HE WOUlll

C<tiSlfJBR A TAX CUT;

b) mE FCIUI ()ll' A TAlC. cut 1m WWlJ) Sl11>l:"ORT AND WH1; AND-
c) WHAT BXPKNDlTURR INCREASES, IF ANY, WOULD BURNS SUPPORT

TO STIMtlJ.4TE 'llIE RECOVEat'.· ..:· , .. '

VI • ftURNS' HIlLOSOPIIY

ALTIlOOGU cmSERVATIVE. BURNS IS NOT A DOC'l'RINAIRE MAN. IN mE

PAST ll! lJAB SUPPORT![):

",
a) 'l1tE GOVlRNH!ttt AS EMnOYER O! LAST llESottr;

b) Sa-m rORM or VOLUNTARY WAGK AND HUe! POLICIES; AND,

c) tHE USg or tARGnTRtJ !Mt'LO'lMKNT fttOGBAMS.

IF 'ltIRQ,B IS TIME, YOU KAY WANT TO DRAVIIIK OUT ON smE (F 'mESH

QUESTIONS.

"

VII; mE NEW'YORK CITY Sl'tUAl'lON

IF TDIB PBllMlTS. IT WOULD 8B USRFUL FOR YOU 'fO SOUCIT BURNS'.
vlEWS (Ii TlIE mw Y01Ut SI'l'UATION. AND WHAT IMl'AC't T1t! MCHNT NEW YORK

COURT AGTlm TO INvALIDATE tHK $1 B1LL1ON DEBT MCIU'roRlUM MAY HAVR

ON THE FINANCIAL MARKETS AND THE ECONOO AS A WHOLE.•

-> VIII. REC~TIOOS 00 APPOnmmNTS
WltI.Llt TltIS HAS LESS 1'R.1ORlTY mAN 1lIE ABOVE ITEMS. ftORNS IS A
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l'IlOUD MAN AND Il1t WOUlD BE FLA'l'tERED TO BE ASKED ABOUT REC(ID(ENIlA.TIONS

FOR 5ECRETAHYOF nIB '.I1lEASU1lYAND CHAIRHAN (F TIlE CroNen OF

EC(Jf(J{IC ADVISBRS.



CARTER-MONDALE
TRANSITION PLANNING GROUP

P.O. Box MOO

WasTtin.{1t.QJI, D.C. fOO18

MEMORANPUM FOR 'l'HE p~srDENT-ELECT

FROM:

SUaJ~CT:

OVE:RVIEW

HEW Transition Team

Talking points for your meetin~ with HEW secretary,
F. David Mathew~

The Department of Health, Education,& Welfare has ovor 157,000

employees and An ostimatod budqot (FY 1977) of $142 billion -- more

than 1/3 of the federal budget. The DepDrtmentts responsibilities

oncompass:

1. Administration of mo~t (but not all) fed~ral income security

and health insurance progr~s -- Medicare, Social security, and

the supplemental security Income Program for the Aged, Blind 4nd

Disabled (undor the Soelal Security Admini6tration), Medicaid and

Aid to Families with Dependent Children (under the Social and

Rehabilitation Service.) HEW doe~ not, however, have responsibility

tor unemployment compensation (Labor Department), food stamps

(Agriculture), the Federal 2mployees' He~lth System (Civil Servico

Commission), or the Veter~AdministrAtion.

2. Admini~tration of federal grant and lOAn pro9rams (direct and

through stAte and local government) for health, education, and

SOciAl ~Grvices.
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J. R9sponsibility for basic and appliodrcsearch in the human

services throuqh the National Institutes for Health, ~he Alcohol,

Drug Abuse & Mental Health Administration, the National Institute

for Education, and rosoarch. programs conducted by the Office for

Child Development and other 490ncius within the Department.

4. Major law enforcement/compli~nca rasponsibilities -- including
" "

Food and Dru9 Administrationl the Office for Civil Rights, which

enforces prohibitions against discrimin~tion based on sex or

handicap, as well as racer and"t.he regulatory responsibiliti.es of

the Social and Rehabilitation" Service for setting and"enforcing
'".

st:;andardsfor nursing homes and"other hoalth"'providers+
..

.The Departmcnt·s activities are 90 diverse and its structure

so complex that the job of the Secretary is often charactofi20d as

"impossible.-

The COnSensus amon9 obsorvers 1s that Secretary Mathews has
..

dealt with the problem by withdr4wing't~ some extent fromday~to-day

administ.ration to focus on two related overall problems --

simplification of HEW regulations and opening the entira HEW doeision­

making process to greater participation by th0 public, state and local

government, and other constituent groups. Neither effort has reached

its final stages. ~his withdrawal from dny-to-day administration

has lead to characterization of Secretary Mathews as a "philosopher",

~s comparod to more active recent "administrators- such as

Secretaries Richardson and Weinberger.
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SUGGESTED STRATEGY FOR THE MEETING

In,'ashort. meeting, it may be useful to focus on genor41

policy and management questions, such aS$

1. Refining your own "job profile- for the IlliW Secretary,

undersecretary and agency team, and explor.tJ1.9alternatd..ve

leadership modeis. ,

2. Exploring the management problems of the agency.

3. Defining interrelationships between a line agency and the

whi te House, OMtJ, the conqresf;l,'and outside cons tituencie's&

1\lthouqh we have included material releva.nt. to specific
..

aroas of foderal hoalth, education, and wolfare policy, you may

find a focus on more general management questions to be moat

productive.
'~

GENERAL "POLICY/MANAGEMENT

1. Role ot t.heHEW Sec~et~~J As you Will recall, your

current "job profilo" for the HEW secretaryind!catea that tile

position requires leadership in three critical areas: (~) political

and le9islative initiative, (b) management, and (c) program- ---,- ---
Inte~ation. tn order to help determine where your own priorities

lie among these aiaas"you may want to axplore with Secretary

the way he has seen his role,' and how he has viewed that of the

Undersecretary .•'
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2. ~elationship of ltEW to the Whit.e House/OMl3: In view

of your desire to delegate primary responsibility for administration

of the federal government to your cabinet officers, you may want
..

to ask the Seoretary what he would consider to be the most

productive or appropriate relationship between the executive

Office of the President and an agency head. What type ot support

does a Secretary need to run an agency effectively? Most observers

agree that there have been increasingly strained relations between

HEW and both the White House and OM» over the past oiqht years.

3. Relationship of HEW to the Con9re6s~ !nasmuch as HEW

is ~ccountable to more than 30 Congressional committees and

subcommittees, you may want to e~lore the Secretary's views of

Hill relationshipB~ You might want to seek his recommendntions On

waya for HEW to work most effectively with k~Yleaders,

particularly nepresentative Ullman and Senator Long. In particular,

how much of his own time should the Secretary dovote to

Congressional relationsJ how much to management?

4. Manageability of the HEW enterpris9: In view of your

administration's priority an management and reorganizntion, you

may want to focus on the critical issu0 of whether, in fact, the

concept of the HEW dqency is workable. Ideally~ should health,------------...J
education, and welfare functions be interrolated on the federal agency

and/or local sorvicc delivery levels or should these agencies be

separ~ted? What administrative changes would make the enterprise

more manageable? You may want to explor~ tho Secretary's views

on a separate Department of Education. Should such a department
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consist solely of education functions within the present

structure or should portions of other agencies -- such as job

training from the Labor Department -- be included, as well?

A related manag~ent issue concerns tho Secretary's efforts

to try to simplify the language of federal regulations and solicit~-------
citizen input on federal policy. He has devoted considerable

energy to this effort, including holding ·town meetings· around the

country, dirocting that staff be trained in the use of simpler

language in writing regUlations, and inviting persons to review

drafts of ~e9ulations. His aS80sament of progress to date and

necessary'next ateps 1;.0 complete the:project could be useful •
. '

5. Inter90vernmental Reiationsl ~i's relationship to

states and localities is an area of conaiderabWcon~overBY+~

:W})~I;·;'\·::·.:,. I!~r e;Camp'~e:~~'Wh'~~,,;c.an..,~~ .,~.~~~::::~~~i~~:~·~r.:~e:,,~~~~:~;~~:~?~!~~"~i'·gJm~M;~;:~t;:

.~:t?j;?:t <~..;,. coo);>~~at~?t\ ··b~·~~~~~E:':~~~f~~~:~·~it~,~~~?~~?~1.::'9~Y;'i~~;;t·-it;;~~~~Y~~,~~.~.?J:l.~·::..~:'~ffi1ft~

li~d" ~~~e~ntd~ion·~.:.of"··'~~'~.i~i~j';'i~i~·'!~IWiI1(~~~~1};.!:~;:ttql~·I:·r~;):··:·';., . '" ." .

education? In the area of civil rights?

6. Inte~de~a~tmental Relationships: As you know, BOme of the

moat critical problems facing HEW cannot be handled by tho

department in a vacuum, e.q., welfare and jobs. Therefore, you

may want to explQre with t.hesecretary ways in which interdepartmental

issues -- pari;icularly economic and labor market issues -- can be

dealt with effectively."



1. Welfare Reform: Aa you know there are two app~oaches to

welfare reforml 1) an incremental approach which attempts to

rationalize and build on the:exist!ng ayat:.~,.and 2) fundamental

redesign and consolidation of income security programs. Pro­

ponents of the first method p~oceed on the assumption thftt a

multifaceted system is necessary to fulfill multiple needs, and

that each of the prosent proposals for m~jor overhaul and

implific~tion of the welfare system involves serious unresolved

design problem~. Supporters of th~soeond str~te9Y argue that only

a total rewriting of incomosupport l~wB can fully resolv~ th~.

inequIties and inefficiencies of the present system.

Ouring his tenure, Secretary Mathews has focused on tho

first alternative --adminlst,.tative attempt:,~to tighten and ~.

improve the existing SY6tein(~lthou9h his policy anc.i planninq

office has also worked on major reform proposaltl).

nased on his experienco with attempts t~reform th~ pr0s0nt

system, Secret.ary Mathews may have developed.·d~fitlite opinions

concerninq the feasibility of further tinkeri~g withth0 system,

or he may have firm views on what SQrts of refol:1ns OJ:.'! conaoli-

I
"

I

PROGRAM AREAS

-6- " ..,

dation of programs may be w~rranted.

2. Soci~l Security Financinq: First. there are the short~t0rm

deficits that hava been gene~ated primarily by recent inflation

and unemployment. The most recent projections indicate that,

even with steady economic growtil, the social security Trust
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3. Hoalth:

proposn18 •.

".... -~::t:t·:.f?:·t<·f';. _ ..••.';'~·:;.Y , ......~= :':-:... ',:r.-· ;.....- -.. - .-....... -." .••••• _ ,"' __ h ••• ••
• ~."'1·J~-'''Z· ",": - -.• ~_._~""•.

--

in 1976 to $8.6 billion in 1981, when the Fund will be bankrupt~

i2ation/administrative proposals and to see if he has alternative

the continued economic pause and the'negative macroeconomic

called for administrative reforms of Medicare and Medicaid in

"

whether immadi4t~ (i.e., ea~ly 1977) action is necessary, 9iven,

The Di~ability Trust Fund ia in even worse shape, with rapidly

risin9 caseloada now projectud·to drain the system by 1979.

Secondly, there is the long-term demographic problem of the

ap~rent increase in ~le ratio of ~etlrees to wage-earners in

the period following 1990, leading to projections of massive

-doomsday deficits· in the trust fun~s by the end of tho century.

The administration last January proposed a .6~ increase

in the payroll tax l"ate, combined \lith minor benefit··,reductions,

S. 3205. Specifically, he seeks to combine the Medicare, Medi­

caid, Of(ice of Nuraing aome Affairs ~ndB"reau of Quali~y

Assurance agencies into a single 1\dminist.ra~ion for Henlth Care

Financing headed by an Assistllnt S(,\cr6t{\ry.

It would be uaeful to learn Mathew*s 'views on these reorgan-'-

Fund wlllhave ne~ annual shortfalls rising from $4.3 billion

called "decoupl!ngM). Secretary Mathews may be able to recommend

3rid'corrections to the ,ov9reomp0nBation for inflabion

impacts. of a ss tax increase. He nk'Y ~lso 'have recommendations

on alternatives to'a tax rate increase.

!',::~;·;':..;:::<;:i:~.,;i;:i·hthesehedul~·.:...·.t~!:;.J'llYIn,~,!l'~s·,·t~,::.~~~~r~'..r·<.!t.!K~~~:-.($?~ ....~~·.~~ll;5~\~~f~t
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B. Cost Containment: DUring the decade from 1965 to

1975 per capita ~xpenditures for health rose from $198 to $547,

an'average annual Ine~easeot'10.1 p~r c~nt. Health care outlays
~

as a proportion of GNP have risen from 5.9% to 8.3%. The federal
..•--- ---

porcontago of national health e~penditures has risen from 12'

to 28%.

aasod on 9xp~rience and the experiments undertaken by Social

security and others. what ~re the most promising cost cont~inment

techniques? How far along is HEW in developing prospect~ve

reimburse'-mentmothor-is'for hospitals .an<l!(Jrphyslclans? Ar'e such
.~ ..
methods likely ·to he mor~-:effect-ive than pa'tient cost-sharingl

c. National Health Pl~nning: The National Health Plannln~

and Resources Development Act of 1974 expires in 1977. Are any

changes needed in the Act to enable it to ~ccornp1iBh its mission

of controlling costs. How do We give local and stato planning

agencies the incentive and muscle to control conatruction of new

hospital bedS and the purchase of new equipment?

D. Immunizationst There has been considerable publicity <=-
..

about tho f.il\.\r~ of M\lricans to tako 8wine. flu -·b1llluni~ation

shots, but even batter ostabl1sh~d immunization programs a~e not

being widely utilized. In 1974. 37\ of children ages one to

tour had not been immuni~ed against polio. 44% had not been

immunh:ed again6\: Rubella. 40t. had not been i.imtniniiedaqli"luat·

measles. Are nQW efforts needed?

4. Education t During transition, we will be focusing on several

~reas that you may want to oxploro with the Secretary. Four
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subjects of special importance will be:

laws include the Elementary and Secondary Education Act, Emergency

School Assistance Act, impact aid, libraries, and school lunch.
"'-------- -----

B. ~udg~t Amond~Ents;· Wo will be focusing on commitments

made during the campaign. including::'~ncreased aid for handicapped.

career education, stud~nt aid for college students, an.df6r::~ld

to the disadvantaged.

c. Options for a potential Department of gducation

D. ~)ite House Conference on Education: This is mandated

by law, to be held before DGC6mb~r197? To our knowledge no

preparations tor this conference have yet been made.

Most of these subjects relate to the broader qU0stion of

what constitutes the appropr~ate role of t~e federal government

in education. Legislative debates will continue to center on

categorical-versus-block grants approncho8. Sin~e the Secretary

.1s most' familiar with problems of higher education. you may

want to solicit his .views on the federal role with respeet to

colleges and universi.tieB, Inaamu~h as they must d~al with about

70 agencies at present for 9rants and contracts, without an

overall federal policy.

*,

We have been in touch with r01evnnt individualawithin the

Department, with key congressional committee staffers. and with

outside experts, ineludinq Tom Joe, John Palmer, Wilbur Cohen;

Steve Kurzman (ex-HeW Assistant Secretary for Le9islation), nuth .

Hanft, And John Holohan (urban Inatitute.)



November 20, 1976

~ fOR 'DlE mESIDmr-£LfX:T

FOOM: Jack Watson~H_W.· BoWman .~·tter

suaJEC'l': 'nllking Points For Your Meeting with QIB Director
James T. llynn, flbrday, November22

.1

'!his memoramllDconsists of four parts: 1) a sug~sted strategy for the

meeting, 2) a brief profile of t.¥m, 3) a list of substantive issues about

which }IOumay wish to secure his viewsJ and 4) specific requests for his c0­

operation.

1. ASuggested Strategy for the Meeting

~ can be helpful to the transition in blo ways:' he can make available

to the Budget hlalysis Group information and technical assistance in the de­

velq:ment of FY76 and 77 spending estimates-which are needed for your first------ - ..

economic policy decisions in January. Be can also facilitate the developnent

of }lOurFY 78 blX1getpackage, by authorizing eM) staff consultati?fl and advice

to the BOOgetAnalysis Group and the staff of your newam Director.

Iqnn can refuse to help, on the grounds that QolB is heavily engaged in

President Ford's last budget, tbich is privileged. aJt he ~ likely to want

to be cooperative. It mayhelp in securing his cooperation to begin your

discussion by asking his views on the role and functioning of ae, and on the

operations of the federal govemnent overall. He has a mique vantage point,

and }IOUmay find his views of. someuse. '1herefore, it is suggested that you

awroach the meeting in the following sequence:

o a discussion of his views on at!. and the managementand organization~

of the government. [See Part 3, below].

o a discussion of the best ways to facilitate a snoot:h transition.

[See Part 4, below].
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2. A Brief Profile of Lynn

James T. I¥nn is 49 years old, and a native of CIlio. He is a graduate of

Western Reserve University and received his law deqree frexnHarvard in 1951•. J

He was appointed Director of am in 1975by President Ford. Before that he was

Secretary of the Departmentof Rousingand UrbanDevelopnent(1973 to 1975).

Be first joined the NixonMntinistration in 1969, as General Counsel, Department

of Coamerce(later pcomotedto ~der Secretary). Before entering governnent

service he engaged in private law pcactice, mainly in Cleveland, Olio.

~ bas been given generally goodmarks in managementas am director, but.
he has not shownstrong skills in economics. He is very bright, reasonably

straightforward, and an unabashedadministration partisan.

At the meeting he will not agree to anything ,,*,ichwill conpromiseFord's

control over his last budget (and therefore shouldn't be asked). But he other­

wise will try to be cooperative and \«)u1dbe flattered if asked his views on

government.

3. Lynn's Viewson the Role and Functioning of C>:-!B, and the Operation of the

Government

Youare well acquainted with each of the issues outlined below. ~ may

not contribute to your understanding of them, but it is \lK)rthfinding out.

I¥nn has served under twopresidents, each with very different styles of

operation. It ~uld be useful to knowhowhe views the relationship between

C»fB and the DomesticCouncil.

In the NixonAdministration's schemeof things, the D:mestic Cotmcil was- ~

to develop ~tic policy and OMB to allocate resources, over-see policy

execution, and evaluate results. '!his division of function has been viewed
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with increasing scepticism by observers in and out of goverrrnent, but it

would be helpful to have the perceptions of a direct participant •
.~

Similarly, the National Security O:nllcil during the last eight ~ars'-------- .
attEmpted to preempt the field in national security policy developnent, with·

particularly heavy empwsis uponstrategic nuclear issues. ~ntly a btXJget

unit was created in the NSCstaff, tilich enables the NSCto becane the pcin­

ciple foND for someof the moreiq?ortant bDget decisions-for exanple,

Ford' s choices on the Navy's shipbuilding programslast suumer. I-!trin may

shed scmelight on pr:oblemscreated by this fragmentation of the blXIqet

process within the Executive Office of the President.

l.!im mayalso have interesting and wor~ile views on his relationship

with the Cabinet. Bverypresident vowsto makeextensive use of the Cabinet,

~t all eventually have felt it necessary to center policy coordination am

the power to ~ape decision choiCes in the Nlite Bousestaff. l¥nn nay offer
.' ., -

.insights as to the feasibility of reliance On 'theCab~t, ard the ~rOp~iate

relationship between the OHBDirector and Cabinet officers.

B. Assessmentof AgencyCarpetence

Iqnn is an organization am managementbuff, and as am Director has.~------------
principal responsibility for evaluating the organization arxJmanagementof

federal agencies within the Executive Branch. Personalities of the Cabinet.

officers aside, he mayhave useful comnent:son Miich agencies are organized

well tX> develop and managetheir programs1which are organized well but man­

aged badly; and lIbich are in serioUs trouble and need reorgani~tion.
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c. Qo!B Orqanizatic)nand Management

1bere are a host of issues reqarding CH3 ~ich Lynnmight like to discUSS1

given the general thrust of }lOutplans for OMB,five topics should be of par-
,6

ticular interest:

First, how1Mll does Q'8 makeuse of analysis in its efforts to develop

bmget options and programalternati~s for the President? '!here is some '

evidence that efforts to expandcre's analytic coopetence beyondbt.rlget re­

view am examination have been largely unsuccessful. It t«>uldbe useful to

learn Lynn's views on the possibilities for strengthening a.s capacity for

analysis.

Seoond, howwell does am's managementrole t.Ork? Lynnhas madechanges,
from the original Ash/Malekformulawhich enshrined managementby objectives,

though the agencies still viewCJm'smanagementinitiatives as an tD1productive

exercise in paper' flow•• It tlOUld be useful to know\Iilat balance Lynn found

awropriate and wt might be done in the future. '~,
" ," .

'Ihird, what can be done to restore OMs'srole in the defense and intel­

ligence bu3get process? 011ike other executive branch agencies, the Defense

Deparbnent's bu:1getis not Stbjected to the normal independent review by

am. Instead, there is a -joint review" by IX)) and a.tB officials, \oi1ich1s

thoroughly dClDinatedby the former. OODdetermines the agenda, meetings

are held in the Pentagon, Q!8 representatives are drastically outmmbered,

etc. QI8 does suggest alternatives to the President later in the year,

but its position generally is far weaker as concerns Defensevice the

other agencies. Olanges to this process ~u1d permit greater control to

be exercised over the defense InJget, Mlich is roughly one-fourth of the

total Federal budget. SUchchanges also wouldpermit greater bu1geta~
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control of the intelligence conmmity, most of which is fuMed within the

defense bu:1get. Finally, and aside fran procedural cbarY:Jes,it maybe de­

sirable to reorganize and st.rength~ QofB'sDirectorate of National Security

and International Affairs.

Fourth, should am control the governmentreorganization process planned

for the newadministration? am's present bu:1getand managementrole gives

it a potent vantage point fromwich a reorganization plan might be success­

fully implemented. IJynnshould have a good feel for the feasibility of such

a role for OMB.

Fifth, Mutt are the pcospects for 1II11tl}'eMbudget~? a.m must pcoduce
~

a report to the Congress on February 24, 19n, on the possibilities for advance

appropriations and other forms of multiyear budgeting. I.Iynn should have a

well develOpedsense about procedures for shifting to a JIUltiyear budget

process.

4. Transition Strategies

(Note: Youmight begin this di~ion with a statement that you respect OMB's

heavy wrkload in the caning months, and that you also think it inappropriate

for your transition team to seek access to D.'S's developnent of President Ford's

FY78 booget and other activities involving his agenda.)

In this part of the discussion you should raise three issues:

First, howshould the newam Director relate to Lyt]l? '!bere obviously

will be backgroundbooks, staff briefings, and lengthy discussions bet~en

Lynnand your newdirector. Mlat is TOOreimportant are Lynn's'vieWs about

the JroSt appropriate wayfor the newdirector to get up to speed snoothly and
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quickly, llben OMB more than any other federal agencywill be engaged up to

virtually the last minute with President Ford's bodget-and you must sulJnit

your DOdifications to it a monthafter the Inauguration•
.1

Second, wt kinds of activities should the Transition Planning GrQl.1?

(especially the BudgetAnalysis Group)undertake to snooth the transition?

In the main, the Bldget Analysis Groupwill be 00sy developing the basis

for }'OUrbldqet choices, and assisting the newQm director \I1til he recruits

his staff. But LynnmayhaVesuggestions frail. his vantage point of other

activities \i1ich will facilitate a smoothtransition.

'!hird, will it be possible to arrange for inmedlate staff level contact

betweenam st:aff and the Bldget Analysis Group? Direct contact with 0f08 staff

and agencybudget personnel is necessary to drawon the unique professional

budgeting expertise of the Executive Branch. 'Ihe BudgetAnalysis Groupneeds

access to the skills and experience of career bifget professionals and to the

budget data regardirq FY1976,_~ 77, and"alternative ~evenueandelcpenditure.. ., . -.

paths for FY1978'and beyond. am am agency"bldget staff are the· best-am in

manyinstances the only-informed source. For the next bO weeksG!B staq_will

not be very busy, as the agencyappeal process has not yet started •
.-----------
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PERSO~tAL & CONFIB£NTIA\l. 

ME~ORANDUM 

TO: 

FROH: 

Jimmy Carter 

Jack \Iatson 
David Aaron 
Dick Steadman 

. :, 

November 20, 1976 

RE: YOUR MEETING WITH SBCllETAilY lUJKSPELD 
Monday, November 22, 1976 

Secretary Rumsfeld has since leaving Congress in 1969 been succea-

sively head of OEO, chief staffer for the Wixon Vage-Price operation, 

Ambassador to NlaO, llhite House Chief of Staff, and Defense Secretary 

since November 20, 1975. As Secretary, he has not been deeply involved 

in weapon systems decisions (left largely to De~uty Secretary Clements) 
,, 

and he has not attempted strong centralized management of the Department. 

He has concentrated on relations with the Bill, the press and the public and 

on being a political counselor to President Ford. His skillful briefing \ 

aauner - especially on vhat be likes to call "Ceo-Strategic" issues -

have been effective vitb Congress and the media, but be is not a sub-

stantive figure like Secretary Kissinger or his predecessor, James 

Schlesinger. 

Accordingly, it ia our viev and the consensus of your key defense 

advisors that in this meeting you should seek to concentrate on oreani-

zational and staffing .issues, not the substance of defense policy or 

international relations • 
. · ~ 

Perj Rae Prolect 
/ 

ESOt-t NLC- \¢& -1-"l -/-7 

rtL'c: •• rlre4k 

IElt;CTROST TIC REPRODUCTION MADE FO 
PRESERVATION PURPOSES 

'--------~----·-~·--
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It would be helpful if at some point you expressed: your gratitude 

for, DoD . cooperation and constructive attitude on transition matters. 

1. ORG~~IZATIONAL ISSUES 

There are three specific organizational issues that you Ddgbt wish 

to discuss vitb Secretary Rumsfeld: 

-- Overatl·National Security Organization 

-- DoD Organization and Management 

-- Intelligence Community Organization 

A. Overall National Security Organization 

A key goal of the national security organization is to mesh 

foreign policy - ~the business of the State Department -

with the massive and costly Defense establishment. The President needs 

to foster effective leadership and decisions in these closely related 

areas, and to fit the Secretary of Defense in the various major organi-

zational models. 
· .;,:_ -.... , . 

1. Role of the National Security Advisor 

The present system bas severely reduced the role of the Ybite 

House National Security Advisor -- General Brent Scovcroft -- and left 

foreign policy largely in the hands of Secretary Kissinger. There is a 

vi~ that one of the chief problema of this arrangement is inadequate 

coordination with Defense on political-military matters (and with 

Treasury. etc •• on international economic matters). 

Clearly there have been rivalries and disputes between 

Rumsfeld and Kissinger over SALT and other issues. No doubt some of 

these probleas (and so~e of the successes) of the present system are 

attributable to the personalities of the tvo aen. but there may be 

general issues as well. 
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Hei is u~Ukely to wolunteer -~ODme~ts b9t if ·_questioned·, .. 
:.· Secr.~tarj·; . RU:!lSfeld t:mY be· ?rep'ared 'to give fairly frank asses9mentii of ; 
. .. ~:. .: . ~ . ; .. . :. .', ~ . :. . : ' •' 

·-the present system .::._ div'Orce( from :. pers6nality iss~ea. · .. 
.. .·. :~ : ~ :•. . : : .: ·. . 

Sectetary RUiilSfeld may also be a useful ·sourc.e of 'Obsenratiods 

·:n th~ pri~r system _;~ wbf~h g~ve gr~at pO.,er ~o Heri~ Ki.~sing4ir aa .:the 
• ;· . ..,, ·; ··... ·_ 

National Se¢urity Adv~sor, · (aad~ in i~iaciple. to th' ela~orata formal 

~sc machine~) ald which .Jde St~ate ~~ry ~cb a }juni~r pattner •. ~ · ·• ; ... ... . t \ . .. . --. .. ·: . .. "'..:) ~- : ' ; .. 
-~~: --'-.. -- -~A palfticular pr~bl~ with': the more f~rmal_ NSC liUlchi~ery is 

. •. ... ', . ·: ~ . ~- :: : .• ; :· 
that it put~ heavy decands on the tim. of the senior Defense Deparba~nt 

. :', . ~ ' ~ . 
) •.• 

r~presentat1.ve. ;.(It vas chiefly·; to ffll that role tb't a ffecond_ Depu_ty 
., .. 
. . 

vas created at Defense;) .. 

. 2. Participation 1~ Defense hosraa and ~Budg~t Dedtston~ by 
Other =!jencies 

,. 
An issue never ~ucce •. sfully addressed under either of the· 

. . 

Nixon-Ford/Kiasinger aystec~ bas been affording ~ther . agen~ies--
. . ' . . ... ~~ ' 

notably. State, AC~A. and 0~~ --a meaningful rol~ in defense program 
:.. .· '.. . ·•. . 

and budget decisions. The Defense Program Revi~ Committee (DPRC) vas 

set up to l»erform this function vi thin ·. the NSC structure. it ia coca-

posed of senior Defense -Department, State Department, Treasury and (liB 
. -- . -

officials, and is fomally responsible · for r'elatlng de'tense·· programs 

and resource requirements to overall national priorities, foreign 

policies, and the fe4eral budget • 
.... ~- . 

The : DPRC vas given a dif.ficult ads,. ton that vas compli~ated 

by DoD resistance anci' ~txo·n and . Kias:lnger•·a unwlllingness to c6nfront 

DoD on weapons ~~sues. As a consequence, in the words of Secr~tary ·; 
.. 

Kissinger, reviev of total .defenae policy and requir~ents baa "not 

been distinguished," and t~e DPRC bas.·. fallen into disuse. 

., 

· ; · 

... 
. ·' .: ' . 

. . , 
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We ~uggest you ask Rumsfeld' s ·. views on how to have · adequate , . 
.. .. 

Presid~otial and foreign policy participation in defense b~dget . and policy 

forr:ation vithout interfering with the Secretary's autbor.ity to 

manage the Departtlent. · 

B. DOD ORGANIZATIO~ AND MANAGEMENT 

There are soQe internal D~D organization and management issues 

thot you aay want to discuss with Rumsfeld, either because of their 

intrinsic importance or because they affect decisions about the qual!-

ties needed by some higb~level Defense appointees. Moreover, Rumsfeld 

·· has repor~edly spent. a fair autc)UDt of tit!te pl~ning bow he wuld have , . ·' . 
~ ; ': 

·organized the Department if Fo~d ba~ von the election -- so be may have . 
. .· ·. :: .:· -~. . . . . ·. . . : 

useful ideas on .. this subject. 

1. Centralization vs. Decentralization CJP}\c..e. ~ ~ ~~ 
. . . . '( 

·~ UcNamara ~entra,uze4 DoD :dec1slon-m~ldng : in OSD. Laird . · 

sought;: to revers~ thi. pro~ess, ·~nd f~ora t~e ou~set dovnpl,.'ayed the O~D/ 
.. 

Systems Ana:J,ysis ·.role .:ln b~get and v~apon syst~ decisio'ps. Jn part, 
.. . . ... , 

u;ird • &: decentraUzatiQn va~ an indir~·ct re'.sult ~f th·~ Nattonal .. Secur~ty 
. ' 

Council: syst.em. The s~ngle Deputy SecretarY (Paclc.ard) was ;chosen to 
•, .. . . ~ ·. 

"manage ' the ~uild~ng" a~d particularly:. to c~centrate .on p~cur~nt 
••. •• ... : . ·•• ' ' ;. ··~ -~ - ~ : l ~- • 

.. is~ues, 'but lte fou~d tbit mu~h of ;;his time vas ta~en b.y the :.prepa.rati~J\ 
~ . 

for~ and·.· the lileeti.Ugs o~. th~ n~]:'OUS NSC senior.:.levei committees. 

·· This dev~lopti18Ut. ~·ombin~d vt~b La.lrd's ~~conc~ntra~ion o~ a fev important 

~ : issues (Vtetna;a, the All.:.Volu~teer Fore~), se~ed to decentralize : 
0 

O • ~ 0 . : . : i ~ - I 0 : · , t ,; , 

;: mana$etnent of ibe D~partmant perbap.s even more tha~ Lai~d an~ Packard 

.: intended.': The ·· resul;t wa~ that the r.ailit~ry ServiceD tbe~elves bad de 
. .. . . . . . ..; ·. . ~ .. 

'· facto authority to l'J8ke decisions in such area.s as :¥eapo.n development 
. . . 

. ~ 
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~· 
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and procur~ent relatively unchecked by civilian authority. RumsfeldS 

actions, reducing further the OSD staff bas continued the trend. 
') 

In our opinion, given the nature of interservice rivalries. 

coherent defense strategy and force structures are unlikely to be achieved on a 

decentralized basis. Normally, the partisanship of the civilian Ser­

vice Secretaries and thetr staffs vbo have managed the Services bas 

served further to exacerbate the problem inherent in decentralization. 
·~ ·;, . ), \ ' ·• i ', ·, O 1 .i :,. . • : ·. ~. 

~ th. other ha~d. the deg~ee Of cen~rali~ation adopted by McN~ra :.also ': 
·. '\ 

had it is dis~dvantages r- tb'e mas~ive detai~ to b,e dea~t with at . the top 

a~d the·. ill-~11 ~nd r~sist~nce generated a~ng t .he uritformed Service~. 
\ \ ' ~ '. . ~> -~~ :. ;, .. ; ~ ~ 

S~e q~estio~s y~u 111ay vant :; to r~ise ~ith ~umsfeld in· this: .. 
·, 

area arei :c I 

~ ..... :. ' · 

~~ Uhat ar~ the fstre~gtbs ~nd v~akne~ses of ' 
-~~ . ,. ~ .'. . 
. ceniralized ~nagement of Def4mse?.· 'What hav~ 

' / \ , • ,• I ·, • •• 

.•... 

been the ·~iffi~ulti~s he. bas faced by having a 
' \, . • , .'~ I 

· decen.tralized system~ . ; 

;.. : - ltlhat •re the cajor :l~stitut:ionai barr! era .to a ·.: 

Secret~ry e~tabltsbing effective' conttol of the . 
' 

Departliient? .. ~'Would Civil Service ·:reform, for 
. ,~ 

example~ · be an importa~'F st~p in i.mpro~ing ~.· 
' . . 

., .. . ; 

civi~Uan : staf~ and '._in r~ducin~ the:. need · to r~ly 
· . ... 

on ~be Uriifo~ed Setvice~? 
' ... . -~ . ; 

-- ~; What; organizad.onaLchanges, if any, are · need~d 
. . . ·.~ . : . . ' 

': at th'e se~:ior i~vel ~n tb~ Office of the Secre~ .. ; 
·. .. 

tary of Defense? Ar~ two ·:neput~es desirable? 
~ :· 

,• · 

·~ · 

•· ·, 

~·. 
: 

·,· 
;! ., 

.. 

., 

' . 
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2. The Joint Chiefs of Staff 

The Joint Chiefs both direct operations of U. s. forces. 

and Qake recommendations on force structure and policy (e.g, SALT). 

Most of the problems arise in their latter role. They are frequently 

said to proceed by log-rolling and to recommend either the highest 

cocmon .denominator (in.force structure) of the vaguest one (in policy). 

It might be useful to ask Rumsfeld what be thinks about the 

quality of advice from the Joint Chiefs in these latter areas and how 

it could be improved. For example: 

What proposals have th~ Chiefs made fo~ cha~g­

ing the deployments of the existing force 

structur•? Have they intelligently addressed 

significant changes . such ·as shifting carriers 

from the P~cific to the Atlantic, rearming lightly­

armed Asian~oriented divisions to make them suit-
~ . ··., 

able for the European theater, building mobile 

strategic missiles, or modifying the amphibious role 

of the Marines? What could be done to encourage 

them to be innovative and free of service bias? 

Vould it be useful to consider having the promotions 

of those assigned to the Joint Staff made by that 

staff rather than their individual Services? (This 

is often characterized by critics as a step toward a 

General Staff system). 

3. Criteria for a Secretary of Defense 

Both as a courtesy, and because of his experience. you 
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maY, vant: to a~k RU;lsfel~' s views Q.n wba.t kind of person you· shou~-d 
' ; ... ·~ t .... • ·• '· • 

r be :looki~g fo~ as ~ecre~:ary and fof oth~r to~~ DoD ··~obs~:: For:~ e~le, ·:. 

!~ how:: impo~Unt ~~re b~siners sk~lls'l i_ · · ~rior -~xperfise ~n . de~ense ~oli~~y? 
\ Coniressional ~nd/or politics~ exp~rienc~'l Y~u mi4ht also aalt ab~t 

• •• :. •• ;', ~- ::· : ~ . • • } t 

· "coaihtnat:ionsn:~. of qualittes 1ri the ;top ~~siti9ns, ~.g., ·; the ,:J:eed f~r : 
.1. . . ~ :. ~ . ~ :~ .'~ .-

~~ a 11b1J&ine~S ua~ger~i dep~·ty vtth a !•poli~y" S.,cretary • llhat qualities • 

, are needed for .· the Service Sec'i·etaries'l : 

c. Intelligence Cot:mrunitY Organization .. ·; : 

1. Role of the Director of Central Intelligence (DCI) 

The Director has general responsibility under the 1947 Na-

tional Security Act to coordinate the overall activities of the intel-

ligence community. The Secretary of Defense, hovever, retains authoriity 

for allocating over 80~ of the intelligence budget on the asserted 

ground that the Military Services need to retain control of intelligence 

activities in peacetime to prepare for vartime .operations. . ., 

This leaves the DCI to try to rationalize· intelligence 

activities without having the authority to manage all intelligence col-

lection programs, to task the other intelligence agencies, or to direct 

the allocation of all intelligence resources. The DCI must depend on his 

personal relationship with the President and his role as Director of the 

CIA to carry out his coordination responsibilities. However, the DCI 

baa historically not been able to insure overall efficiency in intelli-

gence operations or to avoid unnecessary duplication and waste. Moreover, 

the DCI bas often been viewed by other Members of the intelligence com-

l!lunity, particularly DoD. as a "biased" coordinator given his role as 

Director of CIA. .. ··j··,. l . 
·': ; . 
.. :tJ· . 

. :..&.I~. 
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:i v.'~ausli.st y~u as~, Sec~~ta.,.~ llumsleld:·,, .. ;( 

- Shd!Jld t)le DC~ be ''iven'··:grea~r re~pon~~bili~ .. 
~ ~ ~ ~ .. ~ \ ~ . ~ 

·. for : taski:pg in~elliJence·~ oper~tiona and ·.~lloc.~ting:~ 
. ··•. ·::· -·~ ·:. -~. !. t . ;;. ·:. 
·; intepigen,ce bu_,dget ~fesourcea?';~ : ·E: • 

•. ·: ·. · .. " : ~ :. ·~ ·•· 

·shoul~ the· DCI ~e aept'rat~ frO!- hia';_role\aa 
'• ; ·; ~ ~; \ '~ .) :-. \ 

D.irect.or of;: the 4seucy? ',. ·· \. .• ·· 
-~ i • • , . \ , . ·.:.·.,. '.: t ·- ~ -~ :~ ~ ·~- . . , ·.~ • .. 

•. -~ . ; ~: !~ :._ ·•· 

., ·~. D~fense Int"llige!tce otsanitation ·: 

.,. 

. . .. : 

·t . 

. 

.I ,. 
~-. 

\ 

,. 

·~·­.. 

.~ 

-~ - •.. ·::. . '·, ·. ~ •, :: ·.:~ ·~- ,' . .:. 
'1 .; • De'fense~inte~ligence op.~rati~ns s~rve ~he Secret~ry of·. 
'· ~ -~ .• ·~ :... .· ~ ":~ :~ !·. . . '!" • · 

~. Defe~se w~ile at th~:. same·: time!i auppiying 'the ~ifonued S~rvic~s vitn 
:. •· . . '; ... ) . '· ., 

)ntelligenee nehessaty fo~ thefr military':: oper~tio~. A :.new Deputy. 
·:: ,·~ \~.. ~ : . ;; -;~ :~i-. -~; ~ -~ ::: ~; ~~ 
$ecre~ary luls b~n es.tabli*'hed Vfth speci•l responsibility for:::tntel-
~ :. ·: :~ . 1 ·:. . .,. . . . 

~igenc~, but lit~le seeDS ~0 ha~~e be~ don' to reduce dup~icatf.on ari~ 

.... 
·, 

' 

~~ste.\ The;;·,muiary Services c~btinu,~ to fesis~ any·:;efforj: to centr~l-
;_:. -~ . ·~ ;r 1· ·~: ~-:· ~ - ~ ; ·:. \ ~- · 

ize int'elligence operations :·:allegedly ~or fear of downgrading their 
•• ~ .• • 0. ~ >· ·.. . ! . ...: .~ •' 

:- · ••• :- ~ ~. • • • • '.. ,1 ;.· 

wal'time :~ comb~t inC,elligence ~apab'~liths. The Defenslt Inte:~Uge~ce i. 

; ·.. ~ ·.: :: ;f : _,: • :~ . . . ~ 
Agt,ncy (DL\) 'continues to setve tWo maatera, : the Secretary (.)£ Defense ; 

. ·; " . ;. ' . 

and . the .Joint :~Chief:& of '~taff:. As·: a co~sequ~ce, ·: I>IA does n~t effect- ': 
·: .· ·. .. . . : . . . ~ 

. •' . '~ •· . \ \ . . . ~ 

ively coordinate defense '·intelligen·ce activities a~d ha~ not ~eplaced ·: 
., . . ~ ' . :• 
: ... 

the intelligenc:~ operatio~s of .. the separ~~e military services~· DIA. has . 
'. •; . 1 

;.. ., . ... '· . ·. ': . 
been accused of perpetuati~g thct very. faul~s it'.was ~reated in)961 to 

.. 
avoid ~- duplication and in~fficiency~ 

:· -~ . . •· 

.\t issue 1~ ~ha~. degr~e of,. centralization .of 
.. ;~ , ' 

.. 
.•. •. 

activit~es i~ nee~ed under the SecretaTY o(.Defeilae. 
-~ . ;_ ' . :) ;. 

·:~ W~ suggest t'ftat ytJu ask Sec~etary Ruaut·feld:·: 
"; : • • ' ... 0 • 

gence 

" 't 

~ What shquld happen to DIA? 
·~ . 

• .. 

. -
! · .. ' , • ... ;; - .• .. ,·. ,. 

,· 

' 
\. .. ! 

... 

·. 

/'·. 
~ · 

·~ 

:. ·\ 
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Should DlA b~ ~~tabliahed as part of tho Offic~ o£ th~ Se~~e­

ta~ of nefense add a new small intellig~nco 5ta££ be e~e~ted 

to carve the Chat~ of the Joint Chi~fs of Staff? 

3. O~jective Ntttional Intelligence 

The p~Imary purpos~ o! the U. S. intellisenco org~nlzatiotts 

is to provide objectiv~ n~ttonAl intelligence tor the President an6 . oth~r 

~~u ol the NSC. In the past, Nl£s vere reviewed by a Board of senior 

government officials and scholars assisted by their own staff to 

insure that the OCI's Nl~s vere objective and independent of depart­

mental bhs. Today. the DCI's staff of NRti<Jnlll lntq.lligen~~ oruc~l"G 

coordin~te the d~~£ting of the N~t!ortal Inte111genee Estimates (NIEs) 

with the rest of the intelligence co~~mtnlty (ln~ludlng <!ll\nly.ttes in CI~. 

the Military Services. DIA, and the State Depar~0nt's Bureau of Intcl­

lis~n~e and Resenrch). This ~o1ution, however, bas raised questions 

about the objectivity of the Nll~s •. and it has been, suggested that CIA 

has its ovn set of institutional biases which aomati.lMs pToduc~ ht8h. 

and ao~ettmea low, est~tes. 

We suggest you ask Secr~t~TY Rmnsfelch 

~~~t is hi~ ~$50S~nt Qf th~ quality ana objecti­

v{ty <J£ th~ NIE•? 

Should responsibility for produci11g the Nl!s be 

recoved fro~ CIA? Should respon5lbility b~ lodged 

~g~~n in ~n ind~pendent Board of aenlur ~dvisers? 

Should the DCI appoint a new Deputy for A!talysis 

with respon~!bi1ity for insuring that all the views 

of the intelligence community oir-~ included in tll~ 

Nl£s1 
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D. Military Assistant In The White House 

Traditionally, the Military Assistant in the White House has 

been a general officer. but Secretary Rumafeld recently downgraded the 

p.osition '10 a eelerte~ strictly on the ground that the tasks vere acbini­

a~rative, e.g •• arranging ceremonial visits and scheduling aircraft. 

Apparently, in the past, the job_tncluded more substa~tive responaibilitie~ 

wich are nov handled by the NSC staff, and :.was thought by some to be a 

~ential alternative channel betWeen the udfor:aed mtlitary serrlcea;and 
. . . ' : . ; . . ' 

the Presiden~. You mtg~t a~k aw.J.feld :about the :reasons for the ·:change. 
' . 

II.:·: SUBSTA.'friVE ISSUES ~ 

: A. :Pending Decisions .. 
•, 

There .. have been · press reports of efftl't'ts to accelerate Defense 

decisions to ioc.k up issues b.efore January 20. Areas where such chaftea . ;. . . . 

hav~ been made include cruise ·missiles, sbipbuild1Qs, a :nev iCBH (''MX"), 

. some· ams. sales, and some base nego.tiations. . The De!ense T't'ansition 

: Group has been given a long list of decisions likely to be required 

soon after January 20, vhtch includes most of the items mentioned in 
. . . . ·~ 

~he press • . In general, you should emphasize that you recogniz~ the 

~eed for the Def~nse Uepar~ent to eo~Un~ to operate during t)le 

transition, but that you vant to be kept infot'med - through yotir trans-

ition people and, later, your new appointees. We suggest you ask 

Rumsfeld directly vhat pajor deci~ions he expects to make 2rior to 

January 20. : 

B. Defense Budget 

The budget for the current year (FY 7l vbich began October 1) is 

$112 billion. The budget to be submitted by the Ford Administration in 

~· 
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January for FY 78 probably vill total $10 to $15 &illion more. It will 

be several weeks before a final figure is determined -- after final 

decisions within DoD and the White House. Secretary Rumsfeld is likely 

to raise the issue, at least to give you a status report. 

Last January, DoD forecast that its FJ 78 budget needs vould 

be about $120 billion based on ita 5-year program and anticipated 

inflation. It now appears that Defense will propose to President Ford 

to increase that a~ by about $7 billion. Several reasons are cited: 

(1) the growing Soviet threat; (2) Congressional actions and omta6ions; 

and (3) changed inflation assumptions. We understand that the current 

state of play on the budget is as follows: 

-- The Services requested $133 billion, and the DoD budget 

"scrub" has reduced it to about $127 billion. 

-- Ruosfeld aud the Service Secretaries will revlev the 

budget this week to make final decisions~ -- this could 

reduce or increase the total by $1 billion or so. 

-- The 0~ Staff has identified further possible cuts 

totalling over $10 billion. 

-- The Ford Adcinistration continues to want to be able to 

present a program showing a balanced budget by FY 79 --

thus it is likely that efforts will be made to hold the 

DoD budget to around $125 billion. 

In short, the Defense budget is still very much in a state 

of flux. 

Aoong the· budget related issues that might arise are as follows: 

1. B-1 Bo~ber. The decision to proceed vith full scale 

production would require about $1.5 billion in FY 78 funds. Defense will 

~----~--~-----· ·· ~----------·-- ·- - - -
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address this issue in the next fev weeks, although by statute there 

will be an opportunity to modify this decision after January 20. . There 

is a very recent press report of an agreement between the Air Force and 

the contractor to avoid a final decision on the B-1 production until 

Hay 1. The probable reason is a judgment that more time increases the 

chance you will approve production. 

2. Other Weapons. Decisions are also imminent on a new 

Army Tank, new Air Force ICBM (trMX"). nuclear strike cruiser, and the 

cruise missile -- a Navy and Air Force version or the Air Force version 

alone. 

3. Kavy Shipbuilding. This is the largest single area of 

procurement spending and one where sharp differences exist among the 

Navy.Admiral Rickover and other nuclear power advocates, and critics 

calling for re-direction toward smaller, cheaper ships. 

If RUmsfeld raises budget issues, we suggest you press him for 

alternate budgets, to get a sense of the differences between the level 

requested by the Services ($133 billion or so) and the lowest OHB 

alternative ($115 billion or so). Further, you should know that OMB 

baa not yet shared with the OMS transition group information on ~D 

budget requests and possible OMB suggestions for reduction. The DoD 

transition group has not yet faced this issue but it would be helpful 

if you impressed upon Rumsfeld your desire that your transition teams 

have a sound basis for understanding budget proposals -- in order that 

they, you, and the Secretary can be prepared to give alternative choices 

when you take office. 
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c. Briefings. See. Rumsfeld will offer to provide you with a 

series of briefings. One you must have not later than the early days 

of your Presidency. It concerns the Strategic Integrated Operating 

Plan (SlOP) and deals with Presidential command and the targeting and 

exchanges in a nuclear war. 

At least one other would be useful to have promptly, a demon­

stration of the National Military Command Center (NKCC~ which is in 

the Pentagon. 

We believe that the site for these briefings is of some symbolic 

importance. The SlOP briefing concerns your role as Commander-in-Chief. 

Since you will not exercise that role in the Pentagon but from the ~ite 

House, and to emphasize the principle of civilian control, we believe 

you should have this briefing at your location, either in Plains or 

later in the Situation Rooo in the White House. However, we believe it 

would be extrecely helpful to your relations with the military estab-

lis~ent if you ~id a visit to the Pentagon before you become President 

and ~ust deal with Defense decisions. Accordingly, ve recommend that 

you schedule ttce to do this and receive the NMCC briefi~ which would 

last about an hour. You could include also a short briefing on the 

structure and deployoent of U.S. forces (less than ~ hour) and, if you 

wished, an informal lunch with the Sec/Def and the Joint Chiefs. You 

would gain important goodwill from these gestures. 

NATO is an area of particular interest to Secretary Rumsfeld 

since he vas Ambassador to NATO for two years. Given this. it aay be 

useful to request his vievs on key NATO questions: 
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-- The status of programs to enhance U.S. combat power in 

Europe, including equipment modernization and shifting 

manpower from support to combat units. 

-- The adequacy of NATO's var planning with regard to the 

ability to meet a major Warsaw Pact attack with only 

limited warning (long va. short war controversy). You 

might ask specifically about studies made of alternative 

strategies, when, by whom and with what findings. 

-- The implications of the move toward a "short-war" 

strategy for U.S. force structure -- especially the Navy. 

-- Status and prognosis for NATO Allies efforts to improve 

the combat effectiveness of their forces, and, more 

generally, to sustain their defense efforts in the next 

decade. 

E. Other Issues Sec Rumsfeld may Raise: 

Sec Runsfeld bas, we understand, been briefed on a variety of 

other current issues in preparation for your meeting. They include: 

1. The ~lilitary Balance: Net Assessment 

Sec: Rumsfeld may give you a "geo-stra.tegic" briefing, covering 

a broad range. of issues -- presenting the Department's current conclusions 

on the threat, the balance of forces, and the international political and 

military situation. On the whole, it would be likely to be fairly 

pessimistic in tone and conclusions. Rather than being drawn into the 

substanteace of these questions, we suggest you emphasize: 

-- Your detercination to base defense policy on a realistic 

and careful assessment of the threat and our capability {and 

our allie~) to meet threats to our vital interests. 
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-- Your interest in knowing not only conclusions, but the 

data, judgments, sources of information and uncertainties 

involved in the process. 

-- Your desire that your transition people, and appointees 

as ~ed, have the fullest possible access to work done in 

this area. both at DoD and on an interagency basta. 

2. Foreign Arms Sales. The DoD General Counsel is apparently 

conducting an investigation into management controls and possible 

corruption in this area. In addition, the Navy is vell along in negot-

iating with Iran a major co-production agreement for land-based F-18 

aircraft. 

3. Shipbuilding Claims. There are pending before the Department 
A 

and in litigation cla~ -- appr~ching $2 billion -- by shipbuilding 

caopanies for c~pensation for cost escalation. and other contract dis-

putes on Navy projects. The companies involved include Newport News 
' 

Shipbuilding (aircraft. carriers) and General Dynamics (submarines) 

and Litton (LHAs and destroyer~-- each claim totalling several hundred 

Dillion dollars. Newport ~ews has threatened to halt vork on Navy 

projects if its clai~s aren't paid. The issue has important impli-

cations for the future of ~aval construction, particularly of large 

nuclear-powered surface ships, and the relative roles of private and 

U.S. naval shipyards. 

4. Tank Decision. The choice of a nev main battle tank is the 

principal current ground force equipment moderni~ation issue. Both 

Chrysler and ~ produced prototypes. The Germans have also produced 

a tank with a larger (12~) gun than the lOSmm mounted on the u.s. 

tanks. The u.s. agreed to adopt the Ge~n tank if it proved better 

< 
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than U.S. models. As a gesture to NATO standardization, in July the 

Army said it would explore mounting the German gun on the U.S. tank, 

and the Germans agreed to consider using the Chrysler engine. The 

Army recently announced its choice of the Chrysler tank as the u.s. 

candidate. The issue is complex involving questions of costs, NATO 

standardization, donestic politics and economics, and military 

efficiency. For example, the decision is likely to be seen as a 

symbol of U.S. seriousness about standardization, but the A~ is 

unenthusiastic about attempting to incorporate the German gun on the 

U.S. tank at this late date. 

S. SALT 

If Secretary Rumsfeld raises SALT, ve suggest that you dis-

cuss vith him his views and those of the JCS. He will probably 

argue that the U.S. should not rush into compromises on these tricky 

issues of Backfire and cruise missiles and that the,u.s. needs to hold 

off signing any agreement until the Soviets make major concessions. 

/From your briefing memo for Secretary Kissinger., the 

following points on SALT are provided as background~7 

The SALT negotiations are currently stalled over the 

specific issues of whether the new Soviet Backfire bomber should be 

counted as a strategic launcher and whether long-range cruise missiles 

or the platforms which carry them should be counted against the number 

of strategic launchers and/or the number of MIRV launchers. The U.S. 

proposal in January included: 

-- Limits on the range of cruise missiles to 2400 

kilometers. Heavy bombers carrying cruise missiles of 
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more than 600 kilometers would count against the 

1320 ceiling on 1-llRV launchers: 

-- Ban on sub~rine launched cruise missiles of over 

600 kilo:neters; 

-- Restrictions on cruise missiles on surface ships to 

a certain number; 

-- Limits on the number of Backfire bombers to around 

400 in connection with a reduction in Vladivostok 

2400 level by around 200. 

Following a Soviet response which rejected any "explicit" 

ceiling on Backfire and a Soviet proposal for a ban on long-range 

cruise missiles on surface ships, the Defense Depar~ent raised a series 

of objections to the overall U.S. position. Specifically, Secretary 

Rumsfeld and the Director of ACDA arsued that the U.S. should work for 

a Vladivostok agreement which included limits only on, air-launched 
. ~ 

cruise missiles and for an "interim" agreement on a number of "theater 

strategic systems" including the Backfire bomber, sea-launched cruise 

missiles, land-launched cruise missiles, and the new Soviet SS-20 ~~~~~ 
missile. Since then the Soviets have rejected any interim or partial 

solutions, most recently at the General Assembly meetinss in New York; 

A separate SALT issue Secretary Rumsfeld may raise is the 

question of whether mobile ~ssilea should be included within the 

Vladivostok agreement. On the table in Geneva is a Soviet proposal to 

ban deployaent of land~obile cissiles through 1985, but not to restrict 

future R&D. Secreta!)• Runsfeld has consistently opposed any ban on 

mobile ~issiles in SALT on the grounds that it would be unwise to con-

strain future depl0)1:ents of the U.S. MX ~bile missiles. 
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Suggestions of Senior Advisors (in the order of contact) 
~ .---.. .--... ..._ -

(All broadly agreed on the desirability of focusing on organizational 

issues affecting early peraon~el decisions, not details of substan~ive 

policy or net assessoent analyses.) . 

Cy Vance thinks the·Secretary should be questioned closely on combat 

··· readiness of 01.1r conventional .forces with particular emphasis on heavy 

. equipment .. within the Amy, munitions, flyabili.ty of tactical aircraft 

and ~be status 'of Navy heavy surface vessels. ~ Be feels Rumsfeld might 

~·be p4rtic~larly. help:ful tb yowi.. in d{acusslng b:~th tlle orianhltion :· 
.:. I . . ·v , . ' ·• ··; ·. ' 

4 ~· • ·~: . ,,-_ • : • 

within DoD. and ~f the NS( system. Vance questions in particular the 
,. . ~ . 

::desiiability of · .. two Deputy Secretari~a. Be alSo feels Rumsfeld should 

be knowled,eabl8, aboU,t readine~,s and:. bala~ce of for~·es 1ri NAtO and :. 
: · · :. .• • ;; -~~ .~· ••• . : ·, .• • # 

believes .he should be questione~ carefully on the pr~spects for :lncteased 
.. :;· , 

European cqntributiorr to NATO • . :. On the bu~get, he suggest.& that you ask : 
~- ··. ·1 .:. :; - ~ ·t: .:- ·:: -~· ? :. .: : :. 

~umsf~ld what issues ~e would be bringing to you if be were yo~r Secretary 
, ·. . • : •• j .• ,• • ... . . 

. • t . . • f - ~ .. • . 

of De(ense.' Vance feels that reduction in· cost. in the p~rsonnel areas 
' . ' . . • · ~ ' I • :' ·: ·: .. :~ ·:: ~; - ~· + -~ :·. -~· : . 

•re pr:obably the·, major oppQrtunity for budgetary cont:rols ·in DoD but .. .• . ' :_ : . . : . ~~- ' 

questions whether ·an extended dtacuasion of thi~ with Rumsfeld ~ould:be 
.. 

,' ·:o: .. ~ : · .... . . . ,: ! ·. ·•· ~ ' • .. 

useful. In · the arms c:ontrol-SAL'l' area. he ·:feelS that you •should con..:. 
. •. ' '· . ; . \ . 

centrate on questioning Rumsfeld regarding his ideas on B~CRFIRE and 

cruise missile limitations/verification issues. He noted that the B-1 

is an obvious subject for discussion, but questions the usefulness of 

concentrating on this subject outside the broader context of net assess­

ment/SALT negotiations. He believes you should raise the question tof 

• . 
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the organization of intelligence gathering with particular emphasis on 

the authority for tasking. Should the DCI be given greater authority 

and budgetary control? 

Harold Brown believes you should preas Ruasfeld on net assessments and 

insofar as possible. the details as to hov he gets there, although he 

notes that R~feld cay not be comfortable in this area. Be believes 

you should discuss NATO strategy in the context of seeking to learn 

hov much serious consideration has been given to alternative strategies 

short versus long war and a discussion of the change in logistics and 

force structure requirements which vould result in a change of a strategy. 

He also believes you should have Rumsfeld's assessment of the power 

balances in the Mid-East and his personal (in contrast to institutional) 

evaluation of the situation in Korea as vell. Brown also feels that 

there are aajor budgetary opportunities in management of DoD manpover. 
~ 

but is uncertain ·as to Rumsfeld's ability to addre~s this question in 

any detail. He feels that internal DoD reorganization possibilities 

and the organization of the NSC decision-making process are areas vhere 

Rumsfeld's c~enta might be particularly helpful to you. 

Paul Nitze prepared a detailed list of possible questions. He suggested 

questions on "Broad Overvievn including the nature of threats to the 

U.S.~ from vhom does Rumsfeld feel it is most possible to get balanced 

as~rssnents of Soviet doctrine, capabilities and net _US:~~~~ assessments j 
CIC."-~ 

~ hov does he rate the developing strategic, NATO, Naval and Middle · 

East balances. ~~at does Ruosfeld believe are _the most time urgent and 

important policy decisions to be faced by the new administration on 



budget and weapons, manpower policies and organization. How does 
----

Rumsfeld rate the relationship between osn. the JCS and the Services 

on weapons development and acquisition and on operations. How would 

Rumsfeld recommend setting up a DoD Policy Planning organization 

optimally designed to work with State/CIA/NSC staff to support the 

President's foreign policy decisions? ~t are Rumsfeld's ideas on 

how best to strengthen procedures to protect the President's Commander-

in-Chief role? Uhat are his views on issues involving the Congress, 

including the possiblity of extending the budget cycle to tvo years, 

Reserve policy, manpower co~pensation and retirement policies and repeal 

of legislation inhibiting efficiency such as Title 8? What are his 

views on negotiating ~th the Soviets on SALT, MBFR, sale of conventional 

a~, non-proliferation? What are his views on how beat to organize DoD, 

including his assessment on the role of two Deputy Secretaries? 

Jim Schlesinger thinks you will get little out of the, meeting, and that 

it will be formal, notina that Rumsfeld is cautious and "pretty cagey." 

Be thinks you should steer clear of weapon systems and atrat~glc policy 

questions and concentrate on questions relating to procedures such as 

the NSC system and organizing DoD. He also thinks you should raise 

NATO and see if Rumsfeld might be interesting on this area. 

Paul Warnke was located at an odd hour and in Australia and the con-

versation was thus brief. He thinks you should try to get Rumsfeld to 

assess the SALT positions of each of the Services and different areas 
. o~r~ ..... sw e"'""'"'~~l'i"-'l 

vithin OSD (lSA, DDR&E) in order to get a sense of institutional biases 

even vithin DoD. He feels you should seek Rumsfetd•s views on DoD 

. - - -- - -- ---·---------
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organization. with particular reference to there being two Deputy 

Secretaries and on the ~SC decision making process. He believes 

Rumsfeld's views on the Central European balance would be useful and 

that he should be questioned closely on the extent to which alternative 

deployment patterns and ~ar strategies have been studied. Warnke 

suggests that Rumsfeld be asked how he is shaping U.S. forces to deal 

with possible contingencies in the Mid-East and Yugoslavia and that he 

be questioned carefully about the extent of his present dialogue vlth 

the JCS on responses the U.S. is capable of undertaking and the 

plausibility of threats we might make. 
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SECRETARY OF DEFENSE 

DONALD H. RUMSFELD 

Donald H. Run . .J!eld was sworn into office as the t1alrteentll Secretary 
of Defense on November 20, 1975. He had bee~ serving as Assistant 
to the President of the United States, chief of staff of the White House, 
and a member of the C~binet since September 27, 1974, and had chaired 
President Gerald Ford's transition to the Presidency in August, 1974. 

Born July 9, 1932, in Chicago, Illinois, he received a B.A. in Politics 
from Princeton Universit}~ in 1954, and served in the United States Navy 
as an a\•iator from 1954 Wltill957, and in the Naval Reserve thereafter. . . 

Secretary Rums!eld bee: me active ln government in 1958, serving on 
the staffs of two Congressmen. From 1960 to 1962, he was with a 
Chicago investment ban.'l(ing firm. 

!n 1962, .1e was elected to the u.s. House of Representatives !rom the 
Thirteenth Congressional District of ntinois to serve In the 88th Congress. 
He was re-elected in 1964, 1966, and 1968. In Congress, he served on 
the Joint Economic ~omrnittee, the Co1nmlttee on Sci~nce and Aeronau­
tics, and the Go\·ernment Operations Committee. 

In 1969,. during his fourth term, Secretary Rumsfeld resigned his seat 
in the House to ser\•e as Director of the Office of Economic Opportunity 
and a member of the Cabinet. In October 1971, he became Director of 
the Cost of Living Council. In February, 1973, he was appointed United 
St11tes Ambassador to the North Atli.lltlc Treaty Organization in Brussels, 
Belgium, where he served as the U.S. Permanent Representative on the 
North Atlantic Council, the Defense Planning Conunittee, and the Nuclear 
Planning Group. 

Secretary Rum~!eld has receh•ed honorary degrees from Park College, 
Missouri; Lake Forest College, llUnois; and Illinois College, lllinoie; 
and has been aw~rded the Opportunities Industrial Center's Executive 
Government Award and the Distinguished Eagle Scout Award, 

Married in 1954 to the former Jo}'ce Pierson of Wilmette, llltnois, they 
have daushtcrs, Valerie and Marcy, ages .20 and 16, and a son, Nicholas, 
age 9. 

August 6, 1976 
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