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THE WHITE HOUSE

WASHINGTON

To; Phil Buchan

From: Dick McCormadc

Here are a couple of random
thoughts which may be worth
pondering,



In 1960 President Eisenhower's failure to pump up the
economy in time resulted in a Democratic President.

For this reason it is imperative that Vice President
Ford immerse himself deeply in the present game plan
for combating inflation. He should make absolutely
certain that the scenario calls for reflation of demand--
or loosening of the belt--by late Spring and Summer of

1976.

What this means is that much more stringent policies--
both budgetary and monetary--will have to be adopted
for 1975 than would be the case if the excess liquidity
could be more slowly wrung out of the economy, say,
through 1976.

But here's the hooker: unlike 1971 when John Connally

and a number of other economically savvy and politically
aware individuals were around to modify the game plan
generated by the technicians, these people are now largely
gone. And what few of these types still around now will

be rapidly bailing out in the next year to secure much more
lucrative jobs in private industry.

What this means is that the Vice President is going to have
to look out for himself in this matter. There are two
steps he should take now: He should recruit a first rate
political economist and insert him deeply in the policy
making process. Secondly if the economic scenarios do
not call for a loosening of the belt--a considerable
loosening of the belt--by mid 1976, Ford should go to

the mat with the President on this issue., And this is

a battle neither the Vice President nor the Republican
Party can afford to lose.




THE WHITE HOUSE

WASHINGTON

July 10, 1974

TO: Phil Buchan r
From: Dick McCormack A=

This paper has gotten fairly wide circulation over the past few years,
and some people tell me that it was useful to them.

Feel free to duplicate it and give it to anybody who might find it helpful.
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SOME THOUGHTS FOR NEWLY ASS1GNED
SENIOR POLITICAL APPOINTEES ON

THE MANAGEMENT OF BUREAUCRACY

Kichard T. McCormack
June 20, 1970
Presfdent's Advisory Council
on Executive Organizaticn
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June 18, 1970

Deax Mr. McCormack:

‘ - Wil Hastings gave to me a copy of your
paper on advice to new political appointees
in positions of major bureaucratic responsi-
bility. I understand that Wil has already
relayed his compliments to you on the draft

- and I simply want to add my own comment, in
spades. I really think you have produced an
extremely valuable and timely paper,

I hope you will see that it gets wide
distribution,
v ' :
With kindest regards,

Sincerely,

{;/a’tﬁ Arammrle e

Elliot L. Richardson

Hr. Richard T. McCormack v
+130- Executive -Office Buxldlng;'

Washlnoton, D.C. =~ - .. et
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INTRODUCTION

How can a few hundred top short-term politically;
appointed administrators, many with no‘management experience
whatsoever, cope with a permanent bureaucrgcy numbering in
the nillions, and make a useful contribution to Government

and the public interest?

* The purpose of this paper is to collect the advice
of other political appointces at the Assistant Secretary
level and above who have faced the problem already in the

present or earlier administrations.

Basically the advice centers around ways of quickly
getting an understanding of your'new job and obtaining the
cooperation of the career pecople who will work for you.
Virtually eve.yone interviewed stressed th:t Respect and

Knowledge wer:: the two keys to power in a l ureaucracy. The

advice presen:ed suggests how to maximize 1 oth.
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I. THE ROLE OF THE POLITICAL APPOINTEE

Because as a new appointee you will generally have had no
pért in.developing the existing agency framework, programs, and
personnel, becaﬁse you céme froﬁ an outside background, because
yéu.don't depend upon the internal forces ia your agency as the
ultimate source of your power, and because.you knpw you will be
leaving shortly; you, as a political appointee can be more effec~

tive as a force for change than the permaneit staff in your agency.

But your job will not be an easy one. At times the interests
of your agency or bureau will appear to conflict with the overall
program of the President. Moreovgr,-it will be initially exceed-
ingly difficult for you to assess independently program recommen-
dations prepared by your career officials wio not only possess
vastly superior substanfive knowledg¢ and experience, but who also
- understand the orchestration of lobbyist, political and other
elements of program constituencies helpful in securing support'
for individual programs. Despite these ambiguities and handicaps,
some of your politically appointed predecessors.have achieved great

success. Others failed.

The rema~nder of this paper is design~d to provide some
general manag:ement suggestions to help you as a non-career official

do a better job.

o
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Because of the short job commitment of most political

appointees (avarage length, two years or so); whatever impact

you wish to make must bé‘quickly planned and executed.
It is, therefore, of crucia1>importance that you learn in the

minimum time possible what's really going on in your agency--who
does what, and the problems and the opportunities for innovations.

The initial mass briefings prepared by some agencies for
Individual private

political manazers are of only marginal utility.
briefings by h2ads 'of subdivisions and key specialists are better

so that you caa ask very basic questions which you might otherwise be
reluctant to pose in a larger meeting. The Bureau of the Budget with

its central viewpoint and institutional memory.is equipped to provide

an especially useful briefing; and if arranged before your depart-

mental briefing, you will be able to ask more searching questions.

The BOB briefing can include such areas as:
Pinpointing and outlining the historical background of

1.
major issues and trouble spots within your department

) ¢r agency.
Suggesting how to anticipate &nd deal with possible

2.

3. fuggesting how to identify anc cope with various special

congressional problems during the confirmation process.
‘nterest groups and program cinstituencies affecting your

:  (epartment or agency.
Past incumbents of your office ar« often quite valuable as
briefers and the value of these previous jeb incumbents as permanent
Q__.':" -

Q,E'Rﬂ(o

unofficial ccnsultants should not be overlooked.
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II1I. DURING THE FIRST MONTHS IN OFFICE

Concentration on Key Areas

Peter Drucker, a management consultant, urges you to ask
yéurself constantly this question: "What can I contribute which
will significantly affect the performance and results of the
institution I serve?" Realizing the impossibility of getting
deeply involved in everything, successful political managers
concentrate on areas of maximuﬁ importance and sensitivity.

Many initially stage out certain goals or projects and resist
as best‘they can the subsequent pressures to devote an increasing
amount of time to handling day-to-day crises.

Frequently this fire fighting role is assigned to deputies or
career staff in whom they have confidence. Thus they are able to
concentrate on innovation and change.

Program Constituencies

Political managers also seek to develop quickly an early
understanding of the respective program coustituencies affected

by their depa~tments' key programs. This inFludes the bureaucra-
cies entrustel to tﬁe program--or likely tn‘be éntrusted to a new
prdgramfif aczepted--lobbyist groups, the jress, and various congres-
éional intefé;ts. Rééogniziné theAkéy imp rrtance of‘fﬂe progrﬁm
conéfitueﬁcies,“maﬁy political managers'de§§te4cbnéidéfable tiﬁé to
:ﬁ#dérstandiﬁg’and,ﬁgrking with theéévdiversé interesf gféﬁpﬁ. _Trusted.‘:,

assistants are often dispatched to supplerz2nt the efforts of the

e

political managers in these areas. -




Staffing

LY

‘“The first thing to do is find out for yourself who can be

depended upon in the organization and start using them.
! The shee. limitations of one man make it clear that a key
part of your job is to find and attract first class talent to your
office and department. It is particularly important in your immediéte
office since the quality of your office reflects your image to the
vhole organization and to the outside and ffequently determines your
effectiveness. There is no question but taat this talent search will
initially require a substantial investment of your time; but superior
talent thus acquired provides an important multiplier affect’upon
your power tc influence the department and affect change.
For a few cruqial positions, it is important that you seek
‘out and ‘Insert a key man upon whom you can absolutely rely so that
you can inflvence, instead of being absorb2d into, the organization.
It is particularly important that you have special confidence
in your staff appointed to head Congressicnal Liaisocn, the Budget
or Controlleir's office, and the Legal office.
It is also important thag,stafffin whém you have sﬁecial
éonfideqce thdlg your mail and appointment scheduling as wgll as
" control key‘;rocesses.suéh'as fﬁe legislative program aevelopment,i'
and thé ﬁirihg, plécemenf, and promotion ofvhigherjﬁersgnnel.
One observer points out that gooc leadership'télent does not

come from stontaneous generation--it must be taught, guided, and

..
[

supported by you.
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In placing good people, il is cliso important.that they be
in influential positions so that the organization cannot neutralize
then.

Remember also the disaster that befell Lincéln by appointing
a series of well-rounded, congenial, incompeteﬁt general. Lee, on
the other hand, named his entire general staff from men with great
personal defects and flaws, but he knew tﬁe strengths of each
individual anc built his organization on these strengths.

This type of staffing requires the top.political manager
to devote some time to acquiring an understanding of what special
tasks and functions eaéh key slot is expected to accomplish. A
few telephone calls to previous incumbents of each key office can,
in many cases, provide this information. Then specialized men can
be chosen to ""ill the slots.

Even in the best of all possible worlds,  you will have very
few positions at your disposal to fill. And while many new political
managers feel rather lonely during the first few weeks or months in
their ne resvonsibilities, many who have held such positions in
the past strongly advise against filling.tdéAfew discretionary

positions with trusted old friends with little relevant experience.

When this doe; occur, the political manager and his inexperierced

_ friends tend iefiantly to ci:cle the wagors and spend a largé amount

of their time in an isolated state of sieg2, fighting off what they

view as hostile attacks and sabotage by th: bureaucracy.

v



Iv. GENERAL MANAGEMENT PROELIMS ST

N

"The Bureaucracy

A, . .Obtaining Support and Lovalty.

The better managers interviewed do not harbor the illusion
that the few spaces available for tﬁém to {11l will enable them to
manage the department. There is a real need to elicit the coopera-
tion of the permanent bureaucracy since in their ranks rests a vast
institutional memory of experience and infcrmation, and since they,
in the last analysis, muét carry out what you want done.

One former appointeé commented: ''The way to gét the mos t
out of the career ranks is to remember that bureaucrats are people
and they respond the way you and I do in very huﬁan terms. If you
take the time to seek them out and get to know them, to have lunches
with‘them, learn about their families,‘professional problems, their
strengths and weaknesses, their ideas about the department and giQe
them praise and recognition for jobs well cone, your investment in

time will be repaid many times over by che:r and productivity... And

" you will have received an invaluable education as a result.

"If, on the other hand, you and yoir immediate staff preside

in comparativs isolation over the department, nurture fears about -

. being captured by the bureaudracy,“you will be shut off from an

invaluable reservoir of information, ideas, and criticism. And

. your careetr staff will not have a clear idea of your own priorities

~.and ideas. lManagement of your department will suffer as a result.'s.. .. ...



Another political manager phrasgd it somewhat differently.
MOn January 20 our administgation was able to appoint a veneer of
a few hundred managers and administrators to superimpose upon a
massive”permanent career establishment of nearly 3 million civil
servants. And even though God is undoubtedly on the side of our
David, the odds are simply'too great.to indulge in continued
open battle with this Goliath. For in this battle, there is neither
victor nor vanquished, just an‘endless serizé of skirmishes that
divert the energieg of both the political appointee and the
careexr officials from debartmeﬁt business to personal clashes
and disgruntlement.

“"Instead we must rely largely on the carrot plus infor-
mation to induce voluntary cooperation."

Yet, there are’occasions when the stick is absolutely

necessary, but only after having first made a real effort to determine

the facts and reason with the individual insolved. Most personnel

managenment problems stem less from active a:tempts to sabotage or

shirk than frcm misunderstandings. Outliniag the big picture and
- his part in it will frquently‘furn an uncuoberative or poorly
performing sutordinate into a-lpyal and useful worker. Men simply

cannot do goo¢ work when uninformed or uncchvinced of its signifi-

cance,
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3. ewoval of incompetent personnel.

While a number of political managers complained about the
difficulty of getting rid of high civil servants whose performance
and personality were causing proﬁlems, others flatly denied this to
be a significant issue. The latter's experiencé led them to believe
that simply telling a poorly performing employee that you believe
him nog to be the right man for the job for X reasons and éhat you
want your own man in the slot usually suffices to cause him to look
elsevhere for employment. This is particularly true if you offer
him a bit of time éﬁd any one of many possible face-saving means to
depart graciously. )

In those rare cases where cooperation is refused, thé
Civil Service Commission or a sympathetic agency's general counsel
can outline more drastic means to remove the man.

Identifying and replacing problem personnel should be

done as soon &s possible after you take office.

C. Some general suggestions for dealing with the career officials.

1. (et to know the key individual career men., Find out
,‘héfféacﬁ maﬁ doés,;and how ezch mén ViéWS hié own job
uﬁd'respohsibility. |
2. sk questions. Donft'méke assumptions,
3. 1ﬁ85ue'cieér directives tb yous départmenf. Almoét
" every man wants to do what is expepted of him, When he

., -loes not do so, it is usually because he has not been

v

© " Instructéd properly. -
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Let the department know your views, objectives, and
where you stand on each issue.

Find out what comes in and what goes out of your
office. This includes‘correspoddence and telephoné
calls. Your secretary can keep avrecord.'

Loyalty must be coﬁstantly sought and earned. Remembef
the comment from Machievelli]g subordinate: ''What
have you done for me lately?"

Endeavor to align individuél self-interests ﬁith
instifutional interests, and with your interests.
Ascertain the biases and viewpoints of each component
of your department.

Remerber that the expectation of an evil, sabotaging,
uncooperative bureaucracy can easily become a self-
fulfilling prophecy. As you treat a man, so will he
often be.

lf_you detect a morale problem, ask yourself the "
following questions:

g.‘lﬁre-ydur subofdihateé'well informed?

b. ;Afe'fhey SUfficieﬁtly tfgjned for the aéSignménté"

~you give them?

~«¢. What are their individual chances for promotion

and advancement?

1. Are you giving them good -dministration?

._e.;.Do_they have confidence ir you? ‘ RNy N

o
o

£f. Do you reward them for doing a good job?

1ad
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11.

12.

13’

14.

-15.

Insist on high but just standards of performance from
your subordinates. And give public recognition to the
good work done by them. When criticism of a subordinate
is necessary, always do it in private. Do everythiﬁg
you can do to increase the personal pride of your
subordinates.

Make a systematic search to iaentify the best that

the bureaucracy has to offer, then concentrate on
providing it with challenge and leadership.

In st;ffing up new ventures, take advantage of the
high level of bureaucratic talznt usually found in
other young or new organizations in an agency.
Consider the alternative of creating new groups to
randle particularly important innovativé programs.

Not only does this give the political manager an
opportunity to design a new instrument from scratch
for a specific purpose, but also has the effect of
fixing responsibility on a team. The entire new
féam‘npt only ‘hds ‘the positiie stimulus of knowing
lﬁat they were Specifiéally chosen for this important:

neh'task, but also are aware that'subsequent promotion

- will depend upon successfully accomplishing the high

visibility mission entrusted them.

ﬂesgect‘for you personally and professionally. is the

-.currency which you have to deel with the bureaucracy. , . . .. ..

Cooperation comes from respecrt.




16. Don't commit yourself until you understand an issue.
17. Remember that knowledge is power in any bureaucracy.
18. D=velop a good information system.

‘Building an Information System

It's very easy to be insulayed and isolated at the top.
Narrow vertical reporting systems sometimes have a way of ensuring
tha£ only the lowest common denominator of ideas and proposals
survive the filters to reach the top —-- and these slowly.

A gocd information system can greatly reduce this problem
and conéists of two distinct elementg: .

1. Devising a format for reporting thrcugh the regular

channels which will reduce the distortion factor.

2. Developing additional sources of information and

information processing.

In stch matters, you must strike a careful balance between
trust (for morale and confidence purposes) and distrust (to obtain
information i: spite of authority and line channels). Excess in
gi;her'directiyn will prove counter productive and cften leads to
opposite and ¢qually COuntérfféductive ekreéSCS by frustrated
administrators. = . ' : o

One.»éy to make the regulér repor .ing channel work for
you ié‘to insist fhat original répértg be -ncluded in:the'péckége.
presented for your action. ‘The cqmﬂents 0" others who have scen

the report, rzedless to say, increase its salue to yéu in making a

decisicn, but the comments in themselves are not sufficient unless ~
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you have consciously decided to delegate full reéponsibility in
this particuler matter to another trusted individual or individuals.
This system also has a great virtue of combating one of
the greatest enemies of good work -- anonymity; this éssures the
man who labored to produce the original report that his contribution
will be recogrized -- by perhaﬁs the Secretary himself. This system
also reduces the likelihood of undue influence in the deci;ion-making
process by the¢ opinionated but ill informed. |
A second way to make the regular reporting channels work
for you is fo set targets, milestones, etc., and to insist upon
quantifiable progress reports at regular intervals on éctivities
about which you have a special interest. This is particularl&
true about those areas which you have selected for major innovation.
Keep your repofting heirarchial suructure flat. Eliminate
the middlemen  The shorter the lines of communication between the
original repoiter andAthe political apéointee, the less likelihood
fér distortion. A model, impractical in most institutions, is the
Bureau of the Budget which at key periods, preserves an almost two-
tiéf rébofﬁingiréléfionéhipkbéfwéehvthe ihlividﬁéi Bh;eaﬁiéf'fhé
Bﬁdget examihzrs who'cull the iﬁformatiod Erom the agencies and tﬁé
.Direct&f.wﬁo musf ultiﬁafeiy ﬁéke the lérga budgef.dééisions; .Whilé;
this is quite impractical for 5gency—wide application,‘its selective
usage in high priority areas merits consideration:
The undesired ﬁiddiemen'in a reporting chain.can be circum-

~~vented either by reorganizing to create a flat reporting system, or. .’
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by such various by-pass devices as:

1. Recurrent informational or friendly personal contacts
with officials two or more levels below on the heir-
archy. It is a sound practice to include intérmediate
superiors, or at least inform them of such visits.

2. A few young personal assistants who can move comfortably

at lower echelons and act openly as vour eves and ears.

3. Talks with department or bureau clients or others from
the outside who deal directly with the lower depértmental
echelons. Here, too, include appropriate subordinates
at such talks as practicable.

4. Mechanized means of communication that channel reports
directly from the lowest to the highest level, but which
permit comment -- though not alteration -- by intermediate

officials.

+

ot Needs will vary from agency'tOfagwncy,¢as.will.;he;apprqf';v~~
.priatenesé of varieus types of information s&gtems. You will bé,theA
judge yourself aé‘to what kinds of redunda}cy you must bpild into
your ihformatiqﬁ géuerating system té en§u;e that you get all the
informétion you néed to make inteliigeﬁt oééisioné. Yéu shouid;‘
ﬁowever, make.certain that your staff, pértiéulérly young personal
»gide§{Har¢ Fft perwi;tgd td give ordérs 5;_your name to iine'éerspnngl

Their activities should be restricted to information gatheringqgnd"
;"V/“‘x“ . ; .
personally a:vising you, 3




“once begun.

Information Processing System

.

One seasoned Washington veteran suggested instructing your
staff to compile a list of names, addresses and telephone numbers
of experts in areas of particﬁlar interest affecting your department.
These experts can be found in the Bureau of the Budget, other govern-
ment agencies, congressional staffs, as well as in the business and
academic world. These experts, combined with a small personal staff
with an analytical bent to poll the experts regularly, can serve
both to generate new ideas and initiatives, and to comment on the
jdeas and recommendations generated from below the career ranks.

On broad issues of particular complexity or controversy,
task forces, senior advisory committees, or teams of consultants,
can b¢ organized to provide part of the information gathering and
processing function. These devices "are particularly useful in such
matters as departmental reorganization, program innovation or termi-
nation, or changes in personnel policy where the bureaucracy can
sometimes be 2xpected to resist major initiatives or subvert them

.Thé li;é%atpre sugggsfs a:numﬁer of mé?g férmal infprﬁagién
processing syséems app;opriate_in some sit;ations. I; points outv
that any‘atte$pt to control one large orgaﬂization requires another,
though much smaller ofganizatién. This is fﬁe-staff which processés
the information, verifies it,_and more importantly, helps suggest

ways of using it to further the policy maker's objectives. This is
’ s
o “‘; . N o
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the monitoring organization, ?olicy planning staff, office of
system analysis, etc., etc.

Effective monitoring staffs often have personnel struc-
tures e?tirely separate from those of the bureaus they monitor. If
officials were constantly shifted back and forth between the inspec-
tors and the inspected, monitors under some circumstances could be
motivated to ignore mistakes and deviations in ﬁope of being treated
similarly when they were being inspected and to avoid career damage
when they return to their normal jobs. Tﬁus, monitoring and infor-
mation processing bureaus that are not at least partly staffed by

personnel with separate career paths are often half-hearted operations.

IT SHOULD BE EMPHASIZED, HOWEVER, THAT TECHNIQUES OF COXNTROL

BY USING ZEALOUS MONITORING AGENCIES MUST BE PRUDENTLY APPLIED. The

Office of Systers Analysié of the Department of Defense, for example,
greatly increased the control of the Secretary over-the decision
making process of the Department and resulted in a substantial net
increase in orgmizational effectiveness, but fhis occurred at a not

inconsequential cost. This cost included a Jdegree of demoralization

Bl

of many highe:r career officers. =~~~ =~ o e

In the-vast'majority of administrative situations, encourag-
ing cooperatior by developing genuine rappoit with upper levels of
the permanent staff, and developing non-hostile information networks

\ .

are considerab.y more effective.

.‘-‘ -
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Follow Through

Johnathan Daniels in his book Frontier on the Potomac

illustrates the problem of follow through at the highest levels:
"Half of & President's suggestions, which theoretically
' carry the weight of orders, can be safely forgotten by a

Cabinet member. And if the President asks about a sug-

gestion a second time, he can be told that it is being

investigated. If he asks a third time, a wise Cabinet
officer will give him at least part of what he suggests.

But only occasionally, except about the most important

matters, do Presidents get around to asking three times."

If the President has this problem, less senior political
appointees face the same difficulty multiplied by a considerable
factor because orders are simply not self-executing.

The narrow vertical reporting system, which distorts
information on the way up, operates the same way in reverse when
the political manager issues a directive. 1In the long process from
him to the final man who must pull the right lever, all kinds of
distortion and fudging is possible -- and in bureaucratically unpopular
directives —-- very likely indeed. And it is almost impossible to
pinpoint responsibility for this fudging and consequent non-compliance.

~In the extrem2 cases, the operating level people will be without clear
directives frdm you, and by sheer weight of nﬁmbérs, will set the
course. Sometimes it's not really clear wio is running whom.

‘A number of follow-through aids are often developed by
political managers:

1. Information networks are esteblished.

2. Virtually all directives are put in writing;

S e e B i ey el e e ey R e M W
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An ultimate reporting deadline, including a quanti-
fiable goal, is included in the directive.

On larger projécts, a number of quantifiable progress
reports are scheduled;

On less significanf matters,‘the subordinate 1is
directed to deliver progress ra2ports to someone other
than the man who issued the directive.

The one to who& the order is issued is consulted as
to thé feasibility of the suggssted reporting deadlinef
A single briefing.team is often used to inform all
Jevels of a heirarchy about a new procedure, policy
decision, or program to be developed.

A small special follow-up staff is organized,
Subordinate organizations are encouraged to improve
their own follow-up procedures and staffs.

Tersonally asking frowm time-tc-time about progress

¢n key directives even if only with a "tickler"

system.

Change and Organizational Stress

Noth:ng can be more calculated to create dissent, sabotage,

insecurity, and outright fear among affectcd career employees than

the prospect of a poorly understood imminert change.




A leader who appears capricious and unpredictable causes
his underlings confusion and uncertainty as to what is happening
in the present and what can be expected in the future.

" The prevention of this kind of stress is not only.desirable
from a humanitarian point of view, but in view of the disruptions
entailed, a very pragtical requirement for affecting the desired
change and for agency operation generally. You should, therefore,
in most circumstances, avoid appearing arbitrary in imposing change
upon your department.

It is first of all necessary to remember that people are more
moved by appeals to the feeling man than to the rational man. Thus,
in producing changes, you must identify and deal with the basic
permanent structural units of the department or agency and the
respective systems of belief -- their mores, traditions, customs,
and values.

Actually changing the traditions and customs of any bureau-
cratic sub-culture is exceedingly difficult ——.if not impossible.
Thevaltg;dativg.is.to cxamine the traditions in qqeétion and try to.
workﬁyétﬁin tlém, qsing‘the areasvwﬁich yo1 see to be elastié'and
flexible. _Thase'areas‘almost always offer yoﬁ a wide field within
which to opezite. | | | |

‘The casiest way to launch ? painfﬁllchange is ofteﬁ.tb'brihg$

the effected parties to your office ~- singularly or as a group --

and solicit their views -- not on your prcposed change, which you

-

won't mentior -- but on the problem itseli which seems to require a

change for sclution.
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The group may suggest to you a less painful but equally
effective means of dealing ;ith the problem. They may even
suggest the change which you have in mind, in which case it becomes
. their's;lution. |

And in the worst of all cases, they will realize that you
had consulted them about the problem and ;hat they had been unable
to come up with a solution. So when you reconvéne the group to ask
again if any solution has occurred to anyone, and in the abéence
of any, proposz your change, it will appear that ybuvhave been fair
and have done 2zverything possible to seek another less painful
solution.

At times, massive changes should be tried out first on a
pilot basis -- and after the indicated modifications have been made,
apﬁly them to the whole, using the successiul precedent of fhe
pilot operaticn to allay fears and uncertainties,

When, upon occasion, an arbitrary change is forced by unchange-
able outside ¢ircumstances, then an administraﬁor is well advised to
make it ;ppee: as reasonable as possible ard to avoid protecting

himself with eilence -- which of all the ccurses open in a difficult

- .situation, is- often the most tempting, and the least profitable..

““Finajly,viﬁ proposing alteérations in policy and in other
'conhéctions,:;t is well not to be too afra:d of admitting that you
‘have been in ¢rror. ' It is better to have jceople believe that you -

-areé honesty tlhan’to try to convince- them:that you are infallible: el st

S L B PR NN R ST S s na N N et RS S RN . ) . S e
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The Management of Time

.~

Virtually all those interviewed stressed the necessity

to husband most carefully your scarcest resource —— TIME.

Your secretary should be periodically instructed to keep

a ‘detailed hour-by-hour account for a day or two of how your time

is actually spent.

In examining the time record, you should ask yourself the

following questions:

l.

Which.category of activities d»> I devote time to
which need not be done at all, and merely wastes
time without producing justifiable results? These
should be eliminated.

Which of these activities on myv time log could be
done by somebody else just as 'vell, if not better?
VWhich of my activities wastes :he time of others un-

justifiably?

pail do 162 ¢ .

Peter Drucker identifies a number of classic time wasters:

1,

2.

(rises which recur periodically - and which, with a

tit of planning, could become routinized.

Hverstaffing - which often caises more work than it

.For the job is.invariably inefficient and demoralized.

Yeople then become an impediront to performancg_nggher
R o
SR

than a means to it.. e

ié

.
“"\»

I

-7 accomplishes. -A work force tno large or ovérqualifiedf

Freway™

bl
-

Lo I control my time or de I let my telephone.and .. .- . -

-
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. 3. Malfunction in information -~ garbled, incomplete

transmittal of directives and reports. Oral direc-
tives and reports are a chief villian.

4. Malorganization -~ The sympton of malorganization

is an excess of meetings, although, obviously, some
meetings are Both4good and necessary to boost morale
and to sound out individuals'informally early in the
decision making process. Druéker maintains that
excessive meetings are by definition a concession to
deficient organization, for one either meets or works.
Since time is the scarcest resource, unless it.is well-

managed, nothing else can be managed.

o



THE WHITE HOUSE

WASHINGTON

July 22, 1974

TO: RAYMOND PRICE
From: Richard McCormack

Enclosed are a series of questions that the President should bluntly
ask his economic advisors. The memorandum enclosed is a backup for
these questions.

Not all of the ideas in this pape uld be included in the speech
by the President. If I had had tiC vine or staff resources to do
some tight econoinic analysis, I might well have discarded some of
the smaller proposals. I offer this paper only to provoke thought
by those now in the process of hammering out the single most crucial
econcmic message of this Acministration.

But there are three things of which I am certain.

1. If the President on Thursday does not convince a skeptical
American people that he knows what he is doing, and that some rapid
nrogress on inflactiern is in prospect, the chances that the President
will bhe imoeached are vastly increased. Public npinian and nubidc
approval of the President--not leys] points--will determine how the
House and Senate act on impeachment.

2. If there is any question in the President's mind as to the wis-
dom of the econcwic plan proncsed to him by his advisors this week-
end, he should by all means postpone his speech on Thursday. He
can use the Cyprus crisis as a perfectly understandable reason for
holding up final action on his economic policy development.

3. If he doesn't get satisfactory unswers to his questions, or if
he has fundamental doubt about what would or would not work, he should
call in John Connally for a privetc head to head talk.

b



SUMMARY OF MEMORANDUM

THE BASIC PROBLEMS

There arc two primary problems afflicting the world cconomy
right now, from which other smaller but still potentially
dangerous secondary difficulties emerged.

The first: A fundamental inflation caused by too much money
chasing too few goods exists in virtually every 1ndus?rlallzed
country, and a wage-push inflation is rapidly developing.

The second: The sudden and massive incrcase in the price of oil
threatens to overstrain the financial capacity of the free world
to assimilate it. '

AN OVERALL I’ROGRAM

In general, many economists believe that the economic policics
of the Administration should observe the following six main
principles:

) 35" Tight money policies should be continued by Arthur
Burns at the FED.

2. These should be supplemented by a considerable cut in
the Budget -- at least 10 billion.

5 As weak spots begin to appear in the economy which
threaten to get out of control, the Federal Government must be -
prepared to step in quickly with rescue operations. It is
important that order be maintained.

4. Money in the hands of consumers should be reduced, and
more resourcces should be channeled into capital investment to
increase the supply of goods.

5. The Administration should clamp down hard now with anti-
inflation measures because long term gradualist programs are
likely to be irrelevant and discarded after 1976 or ecarlier.

6. A close eye must be partly kep on the turbulent conditions
in the financial world caused by the quadruple increcase in the
price of oil. We must attempt to project the medium and long
range conscquences of this new development and take steps to
protect- the system. -

Selective .

$. / Wage and price control: should be reimposed on the

economy without delay.

detail.

A FINAL CONSIDERATION

)
-]
=<
&
Yo
. Unless the President on Thursday convinces the American people tha
he knows what he is doing in the economic area and that stability and
a decrease in inflation is in prospect, the chances for impeachment
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QUESTIONS FOR THE PRESIDENT TO ASK HIS ECONOMIC
ADVISERS

1. Based on ths present game plan, at what rate will
inflation decrease? 1974-1975-19767

Z. Will the Administration by Summer of 1976 be able to
initiate mildly stimulative economic policies, or will the
Republican party have to face the elections with a serious case
of national stagflation -- high unemployment and high inflation?

L P What will long term inflation do to the social and
economic fabric of the United States?

4, If our Administration is unable to make serious progress
against inflation, what steps is a Democratic administration
likely to take in 19777

5., What can be done to curb the currency speculation that
has led to the downfall of three major international banks
within the past month? (Franklin, Herstatt, Israel/British)

. 6. Can an effective program to curb currency speculation
be developed by the Secretary of the Treasury without dislocatiag
the legitimate business in which currency transfers are a means
rather than an end in themselves?

7 What are the likely consequences to the U.S. and world
economy if my speech does not convince the informed public that
our policies are likely to make meaningful progress on inflation?

8 If a substantial tax increase does not seem politically
possible, are there other means to reduce consumer demand that
“have been ‘tried successfully in other countries?

o Would a ”refundable tax surcharoe on 1ncomes" to be . -,
Vreturned to the people once the ecoriomy cooled off and capac1ty
-,ﬁgrew be a fea51ble alternatlve pere? fre el il ds

10. Wasn't this kind of program very successful in Germany
. many years ago?

L i1 O SR R TR
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11. Would it be fe351b1e to encourage savings by asking
Congress to exempt the first 500-1,000 dollars in interecst
earned from income tax? Hasn't this been done successfully in
Europe? )
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~,w1nflat10n?

12. If the Administration were to throw its weight
beyond the capital gains reduction passed this week by the
Ways and Means Committee, would be able to get it passed by
the Congress?

13." Would a reduction in capital gains tax enable business
to float new stock issues to ‘finance capital expansion?

14. Would this cause the stock market to rise?

15. Would Government guarantee of utility bonds reduce
bond interest rates by taking the risk out of these bonds?

16. Would a reimposition of the interest equalization tax
prevent American dollars from going overseas in search of the
highest interest rate?

17. VWould this step increase the availability of capital
to finance expansion in the U.S.?

18. Would this step reduce inflatiomnary pressures in
Europe and reduce the volitility in the international currency
market?

19. Would selective imposition of measures requiring a
larger down payment reduce demand sufficiently to warrant the
additional burden that the depressed auto industry would have to
bear?

20. Would a budget slash of 10 billion dollars have an
anti-inflationary impact beyond the direct withdrawal of the
10 b11110n dollars?

. Would not the v151b1e paln and sufferlng that the
government would have to undergo be psychologically reqasurlng
L to- the American, people.-- convincing.them that the .government -
1s serlous about reduc1ng spendlng and 1nf1at10n7 '

22 ' What can be done to hclp the workcr and his famlly who
have been hit much harder than more affluent \mcrlcans by the

- S iy O

23. What can be done to increase the supply of 1tpms
purchased by workers and their families especially?

24. What are our plans for coping with the o0il doll
problem?

hg .'«" i Lt B



25. Are there ways in which the impact of the oil dollar
problem on the financial world can be reduced?

26. Is the price nf o0il likely to decline? What is to
prevent one or two of the major OPEC countries from simply cutting
" off production nntil such time as a new supply shortage develops --
and an upward pressure on prices is reestablished?

27. Did not Kuwait effectively do this last week? And
merely by threatening a cut-off, secure a higher price for its
0il?

28. Within a very short time, will not the vast currency
resources of the Arabs permit them to reduce production at will
without disrupting their own development policies and plans?

29. What options does this country have if it appears that
the increase in the price of o0il cannot be borne by the world's
industrial countries without risking a major depression or
financial collapse?

30. Isn't wage and price controls the only way we will be
‘able to make significant reduction in inflation during the life-
time of this Administration -- even if we continue with tight
money and balanced budgets?




Syt & Sr5, e’

July 22, 1974
MEMORANDUM FROM RICHARD MCCORMACK.
RE: Policy Suggestions for the President's

Thursday Speech on the Economy

INTRODUCTIONS

Ideally, an economic plan for the nation should be long range

in nature with a heavy emphasis on gradualism and stability.
However, the economic decisions of the Government affect the
lives and prosperity of millions in a very direct way. Thus,
economic plans which are long range solutions to immediate and
painful problems stand the risk of being overwhelmed by political
events. For example, a long range gradualist solution to the
present inflation runs the almost certain risk of being
repudiated in mid course by the people in the 1976 clections.

An cconomic program which ignores the political reality stands
in as great a danger of being overtaken by events as an economic
program designed by poclitical cxpediency, which ignores basic
economic laws.

The best example of gradualism was Paul McCracken's "soft landing"
economic game plan of 1960-70. Although it was beginning to

have some impact, the approach of the electicns made it necessary
to abandon it and initiate a more stimulative economic program.

The policy decisions due this week culminating the President's
speech on Thursday are really this Administration's last chance
to address the central problem of inflation. And I am fearful
.that we will once again crr on. the side of gradualism and wind .. -
-up facing the 1976 elections w1th nething more than another"

dose of the stagflation that he e\perlenced after two years: ofk" X

“the McCrackeén plan.
S ST R b S e e v N
ABOUT THE INFLATION SOON

<A -new ‘economic¢-policy should be executed-during 1975 and theé ..
first half of 1976. In Spring of 1976 we must be ablé to take
off the brakes, stimulate demand, reduce unemployment or be
prepared to suffer the 1nev1tag1e political consequences

Bty s .
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The people who are hurt most by inflation are older people,
thrifty people, and solid citizens. Moreover, government has

a responsibility to develop policies that reward the virtuous,
the prudent, and the thrifty. Continued inflation penalizes
these individuals for their very virtues -- and seems to reward

- the debtor and the spendthrift. The solid citizens of America

hold the society and the political system together. Once these
people become demoralized, disallusioned with their government,
and assume a passive role in the political arena, a vacuum is
created in which demagoguery and ultimately tyranny spawn. The
political history of the first half of the 20th century is
strewn with examples of this.

There is a feeling of great unease abroad in the land today.

Three major world banks -- the Franklin, the Herstatt, and the
Israel/British -- have become financial basket cases.

The stock market has plummeted, a trend which can only continue
as earnings decline in the coming recession.

The petrodollar problem hangs threaieningly over the world
financial system.

Disintermediation -- where funds are withdrawn rapidly from
thrift institutions -- threatens the solvency of some savings

J

and loans and overextendcd banks.

The bond market, because of the general financial apprehensive-
ness and overstrain, has sent interest rates beyond the range
of many needy utilities, municipalities, and corporations.

< .. Much of our basic transportation infrastructure ~- the railroads --
7% iS5, either. actually 1nsolvent or on the brlnk of banxruptcy.y Tl R

T A

'“vaeTy major ‘irndustrial nation “in the fred. world is faced w1th the.
47 ' meed.-to. make major.unsettling adjustments in its encrgy consump- °

tion ‘and trade pattetns:in order’ td “be able ‘to pay: the- HOW“:’T.x'QgﬁQ
quadrupled prices for imported oil. o o

-+ “Betduse of the- skyrocketing 'internal .inflation. in every major

industrialized country, virtually every government slmultaneéuéiy?i*“
is having to deflate -- clamp down on monetary and fiscal policy.



- Labor -- on 2 world-wide basis -- has becen demanding and
receiving massive wage increases -- guaranteeing still another
hefty round of price increases -- and presumably subsequent

Shak—ey.. " : - o ke xs | T I B . -',_ 3 e )4 -. ’ Zydn AT ! - e, EECA T :-“._‘:" "l‘.i e

wage increases.

And this is by no means a complete'catalogue of the economic
problems we face.

Nor is it surprising under these circumstances that there is a
deep-scated and swelling feeling of apprehensiveness, beginning
with the world bankers and penetrating into virtually every
household. And because the world's eccnomy -- and more
particularly the world's financial structure -- depends upon
confidence, this general apprehensivencss combined with these
fundamental structural problems is exceedingly dangerous.

I cite all of this to underscore my belief that in the face of
this general situation, the President of the United States cannot
appear on television and make a speech that does not offer
genuine promise of greatly reducing the inflation within the

next 18-24 months.

There are simply too many forces now exerting an upward push

‘'on prices for the inflagion to decreasc by itself in the absence

of stromg acticn by our government.

If the President appears on television and says, in effect, to

the pecoples of the world there is nothing thkat can be done

except wait for the inflation to burn itself out, it will have the
following results:

The stock market will plummet still further. Wage demands will
intensify. And the financial structure will become increasingly

. There must be a realistic alternative to this. Pt Ty Sl otk

st
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eéctive

< belts for a

The ..American_-.-x;,cqp.lﬁs,.: I.suspect, would much,rather tighten their -

X¥ed pericd offreédl dusterity than I1ingér on in "'t
anticipation of continued massive inflation. '

-In its. starkest .form. the options.for .the, President..are :this:. . .. . &,

controls and higher unemploymént in 1975 or continued high
inflation through 1976.

selective f e
I urge that we opt forscontrols and higher unemployment in }Qﬁﬁa\
so that we can have higher employment and a more stable eFQﬁomy ")
and prices in 1976 and beyond. « w




Let's address the two primary problems separately, with an
eye to what can and must be done now, and what we can profitably
put off until later.

Because there is so little time before the 1976 elections, and
because the inflation problem is so acutec, immediately steps
must be taken to take money out of the hands of consumers to
reduce the pressure on demand, while at the same timec putting
more money and more resources into the hands of the producers
of goods and services.

REDUCING CONSUMER DEMAND

The classic device to take money out the hands of consumers is

to increase income taxes. There are, however, several disadvantages
to this. It would be politically unpopular at a time when the
President may not be able to afford this unpopularity. At very
least, it would make it very difficult to reducec the taxes on
business -- which is the classic means to provide industry with

the capital to make major expansions.

Moreover, pressures to spend the revenues collected by the
increased taxes would inevitably develop in the Congress and
within the Executive branch. And this would tend to mitigate
the whole purpose of the tax incrcasc.

There are, however, other ways in which money can be taken out
of the hands of consumer spenders:

One is to encourage people to put more of their money in thrift
institutions. Right now the collapsc of some banks and the very
high rate of inflation compared to rate of bank interest paid

to depositors has discouraged bank savings.

A method by which ‘savings could be éncoutdged -- and which is™ " '~
.practiced in many European countries to excmpt from, income taxes . .
.the first $500 to $1,000 earned in intercst per individual on -
sav1ng% accounts. = R e s e R O T

Sy etlng b S ety _C_._" By iy Sive i\,v IO 2 N e b Yo E':'-‘.'fli'f.'-f"“' el L
There are some advantaoes to do:ng thlS '

. This - would effectlvely 1ncrease interest pald to dcp051tors s
- 'without causing ‘interest ‘incfeases to private borrowers.r,"ﬂ"' 4
Increased bank deposits would reduce the amount of money in the

hands of consumers and thus rcduce demand.

y Fop
. e : e
It would slow or stop the disintermediation process which now/% ”"“\\\

threatens some savings and loans and banks. =
w
&
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»s..wouldn't-exactly hurt its posture ‘in the cominﬁ electlon )

S b PROVIDING EXSANSTON CAPITAL TG PRODUCERS

It would provide the banks and savings and loans with more money
to loan to businesses to expand capacity -- and would provide
the hard-hit housing industry with a modest and needed shot in
the arm. !

To discourage the increased bank deposits from being rechanneled
back into the consumer market, it may be prudent to consider
increasing the percentage of down payment necessary on installment
purchases. Problems of - the depressed automobile industry may
however require some special trcatment in the formula. This is

a proven and cffective measure. This will ensure that a large
part .of the increased bank deposits will go to the capital goods
borrowers.

A REFUNDABLE TAX SURCHARGE

Another way in which money can be temporarily taken out of the
hands of consumers until the supply of goods is increased is
through a program of forced savings. This too has been done
before in some countries.

The President could ask Congress to institute a "refundable
graduated income tax surcharge' to be held in escrow until the
program of increasing the supply of goods available has reduced
inflationary pressures.

This concept for this countyy is a novel idea, but it has a great
many. advantages. It would give every American a strong financial
incentive to ficht inflation, knowing that they would get a large
tax refund only when prices began to level off. This might,
moreover, have a tempering effect upon the union wage demands

It would also remove the temptation for Congress to spend the
money. And the people would get back what they paid in, to_ the
system. Politically, of ‘course, it would ‘be far more palatable
than a2 regular tax surcharge, (And, if.the. Administration-were
. able to return this money to the people in- late 1976, that .. .

The second part of the problem: to .give industry the needed . .-,
.. .capital.-to expand will-be ‘helped by ‘encouraging peoplé ‘to put
- their money in banks and savings institutions.

There are two other sources of money available to businesses
wishing to expand: The stock market and the bond market.

o 2 0 apt 7 TR AL St
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'5“T7An easing: ‘6 the bénd. market-wauld -also. enable and ;tlmulata

THE STOCK MARKET

The stock market right now is obviously unattractive to investors.
This is particularly true because general instability of the economy
makes the immediate prospects for growth and profits questionable.
It is therefore very difficult to float new stock issues in

this atmosphere. The Administration should, therefore, give
serious thought to reducing the capital gains tax to its former
level, as Wilbur Mills has suggested. It may be that a formula

to encourage people to hold on to stocks longer could be
incorporated in the new capital gains legislation by reducing
capital gains tax increasingly if the stocks were held over a
multi-year period.

There are 30 million Americans who own stock and who have a

vested interest in the prosperity of the market. Because of this,
if the Administration put its full weight behind the capital

gains reduction neasure passed last week by the Ways and Means
Committee, it could possibly be carried through the Congress, this
year in time to be of real help tc the economy.

THE BOND MARKET

The bond market is a special case. The shakey financial prospecctis
of -many -of our-utilities -- ihase rates are held down artificially
by politically sensitive state regulatory agencies -- have
prevented these utilities from growing rapidly enough to meet
anticipated demand. Because they were risky prospects, the
utilities have had to pay cxtremely high rates for their bonds
which has had a very unhealthy impact upon the whole bond market.
Interest rates have gone sky high. If the Government were to
guarantee the bonds of the ut111tles, rates would fall, perhaps

as much as two percentage points. The government has already

...guaranteed the bonds of a number of corporations, and could

expand with Congressional approval, its coverage of certain kinds..
of investments by utilities. The Japancse governmﬂnt has been

.,;d01ng tth for: years. domestlcally

f;..

corporatlons to finance more expansion. - There. are some: capltai
investments that are profitable when financed at seven percent

‘zthat are not. even thlnkable at today s prevalllng 1ate.u

INTEREST LQU\LIZATION TAX

Another measure which can be taken to increase the amount o
capital available in American banks is to re-institute the
interest equalization tax. Right now, American dollars ar
going all over the world secKking the highest rate of intege
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This aggravates Europe's inflation problems -- and at the same
time denies the capital to American businesses needing to
expand at home.

This tax was removed last February.

THE BUDGET

As a final measure to reduce the amount of money in the hands

of consumers, consideration should be given to cutting the budget
up to 10 billion dollars. In itself, the 10 billion dollar cut
will have only a very small direct impact on the inflation.

But it will have some very positive side effects. The budget
slash will only be accomplished with a great deal of vocally
expressed pain and suffering by the impacted government agencies,
There will be public weeping and rending of clothes by government
officials deploring the cuts in their agencies' budgets. At

that point, the American peoplec will actually believe that their
government is serious about doing something about the inflation --
and this will temper the inflationary psychology abroad in the
land today. This in itself will have a morc beneficial impact
upon the overall inflation problem than the direct impact of

the 10 billion dollar cut itself. °

THE UNION WAGE DEMANDS

The problem of the labor wage demands deserves some special
understanding. Inflation has hiit the low income individual far
more heavily than it has hit the average and higher income
families. Toods which are a staple of the low income families --
rice, spaghetti, bread, potatoes, cheese -- have shot upon much
more rapidly than foods preferred by the more affuent. More-
over, gasoline, small imported cars, basic clothing, and other

‘1tems on which low income families have traditionally spent

‘a far highér percentage of their income than the more afflucnt
have also become far more expensive than the :average rate of .

“inflation. In short, the worker has suffered much more 1nf1at;onin;

“and more more painful ‘inflation than has' tlhie lawyer and the
doctor., AS-.a -CONnsequence,. the worker -has- - put -real: ‘pressure QN Wi
“his union leaders to get considerable incrcases in wages. The
problem posed here sugpests that any anti-inflation campaign --
to stop the wage/prlce C)cle -- nmust pay special attention to.
“that part of. tlié economy”in ‘which thée worker lives.” Incre351ng
supply in those areas heavily patronized by the wives of workers
and low income people, should be given special priority. Not
merely for humanitarian reasons, but because the second phase

of the inflation caused by wage push, will not be alleviated
until the worker sees that his special problems are gettlng somao
attention. {



.- they are beginning to.cause . to other. economles“, Moreover, ... ..

THE SPECULATION IN CURRENCY

Reducing our inflation will relieve the instability in the world
monetary system today. But the problem is aggravated by currency
speculation by our own banks, by the treasurers of multi-national
corporations, by professional speculators, and by oil dollars.
The Secretary of the Treasury should draw up a plan of action to
discourage currcncy speculation, while avoiding penalizing
legitimate business transactions whereby currency exchange is

the means, not the end.

OIL PRICE PROBLEM

The second great problem of the world economy is the sudden and
massive increase in the price of oil by the OPEC countries.

valter Levy, the world's foremost o0il economist, David Rockefeller,
and a number of other individuals of their stature believe that

the post-war economy of the western industrialized nations stands
in real danger of a financial collapse because of the oil price
increases and the secondary problems stemming from OPEC's actions.

Many Washington officials discount the likelihood of this
- happening. But the divergence between New York and Washington
o vhis problew is deeply disguieting.

But is is obvious that the new 0il prices vastly complicate the
efforts of all nations to deal with internal inflation --
particularly for heavy importers like Italy and France. It is
also obvious that the new o0il prices and resultant oil dollars
are beginning to cause disorder and uncertainty in the banking
system. And the flood of o0il dollars is just beginning.

Optimistic predictions that the Arabs will voluntarily reduce
the price of o0il ignores thé fact that many Arabs themselves
-lack the sophistication. to appreciate or anticipate the damage

internal pOllthS in many- DPEC Countries make it very difficult’ e
* for an- ol ‘minister to- advocate lowexr -prices .foxr his countries.'., .- -.
major export. Finally because of “the vast surplus of ‘currency - .
that the oil producing countries are accumulating, any surplus
0il productlon which might have a depressing effect upon world.

i1 prices would be ea511y réversed by unilateral cut-offs by

only one or two of the major OPEC countries until such time as
upward pressure on prices begins to reestablish itself. wfp;f
A case in point: Kuwait did not get a sufficiently high ﬁgd :
for its oil last week. Its mere thrcat to cut productioni# >/
immediately brought the major oil cempanies to heal, and WNee fully
price demanded by Kuwait was forthcoming. £

o 1
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The truth of the scriousness of the danger to the world
financial system can be established with an analysis by a
blue-ribbon financial and investment task force within the
government. If it turns out that the fears are exaggerated,
the Government then can concentrate on dealing with the basic
inflation problem. :

If on the other hand, it appears likely that the new o0il prices
will, in time, swanp the world financial structure, then this
analysis must bc pointed out to Congressional leaders, allies
in NATO, and to the more responsible OPEC nations. If QPEC
still refuses to cooperate, the stakes are such that the Free
World may have to consider taking the brass knuckles out of its
closet. Because truly vital interests of its society will be
at stake.
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omT RCTIVE WAGE AND PRICE CONTROLS.-,

Most leading American and British economists agree that deflating
demand through monetary and budgetary restraint does not reduce
a serious inflation over the short or middle term. This was the
great lesson of both the McCracken game plan of 1969-70 and the
similar, tougher, plan of Heath in England.

On the other hand,s%vlai%tér‘(g price controls, in the absense of

of consistent monetary and fiscal dicipline and restraint willnot,
over the long run, work either.

Thus, all experience shows that if we are to make meaningful progress
on inflation within the next 18 months, without a severe recession,

we have absolutely no alternative but to re-impose wage and price
controls, and simulteneously deflate demand through tight money,

tight fiscal policy, and other measures.

™~

That represcnts our only hope. -

. industrialized country, made nccessary by both internal 1nf1at10n

adJustments w111 certamly have. to bé made to perrmt {abor to -

Deflationary policies which during the mxt six months accomplish nothing

more than hardships in the form of unemployment and banlruptcies,

but which do not make a measurable &nd significant: impact on inflation,

vastly increase the likclihood of the it—)peacnment of Richard Nixon, r
setting a tragic precedent for the American system of government,

On the long run, wage and price controls are not a good idea.,
But the simultaneous deflation of demand in virtually every other

“and the neéd to discourage imports to pay oil bills, rcduce the’

likelihood that massive foreign purchases will once again produce T :
.shortages-here. ~But if the problem dévelops,..expoit cc-’ pols valy e w AR e
and should be qu1ck1y unposed on selected sect01s.__ ;nestz.cally

recoup some of its loses in purchasingpower. What we can and
should prevent with controls are ]eapfrogglmr wage increases
_whi¢h ate anticipatory in natiré ang ‘which can only fuel another
round of price increases., And once any key industry makes a
massive increase in wages, evcry other union leader is under
impossible pressure from the membership to produce similar
results, An explosive situation very quickly occurs-- and will
OLCU.I!J'.\( ithin the next few months unless we take effective
action now Lo prevent it wilth controls,




) @y - INTERNATIONAL ASPECTS OF THE 2ROBLEM

The international economic situation has in the past complicated
isolated national efforts to deal with problems like inflation.
Gresham's law whereby the bad currancies drive out the good

is now operating on an international scale, Nations which make
strenuous internal efforts and succeed in holding down

prices, become the bargain basement for less diciplined neighbors.
This has the effect of biduing up prices and or creating shortages.

Although the imposition of price and wage controls in the United
States will cause us some problems in this regard-- as happened
during our earlier freeze-~-a very important world event, the

great increase in the price of oil, has caused virtually every major
nation to discourage other imports. Moreover, all these nations
are now struggling to deflate demand domestically to deal with

their own raging inflations. Thus conditions are different and more
promising for controls in the United States that was the case inl972.

In the long run, the United States should join with its trading partners

in seeking some international rules for monetary and fiscal policy.

This is true because one undiciplined nation exports its inflation to

its neighbors, and because a set of fixed rules governing fiscal and

monetary policy would reduce the pressures on political leaders €
to over-heat their economies in advance of clections. The problems

involved in developing suvch international rules--and gaining

international acceptancec--should not be under estimated. But it

is worth exploring as a possibility.
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ON THE NEED FOR SELECTIVE EMERGENCY HELP BY THE
GOVERNMENT IN SEVERELY IMPACTED AREAS OF THE ECO NOMY.

Tight money and tight fiscal policies will inevitably cause special
hardships in selected areas of the economy, For examply,

the tight money policies are already causing severe problems for the
Savings and Lean industry and the Housing industry.

We should not hesitate in such circumstances to step in to provide
selective assistance in this areas-- and to avoid disorder, Obviously
the Government can not and should not creat boom conditions for
these sectors, but widespread bankruptcies should be avoided.

In the present atmosphere these could snowball out of control.

The government is already heavily involved in subsidization of
certain sectors of the economy. And there is an economic law
operating here: Government subsidy of one part of a basic industry
weakenes or destroys the economic health of non subsidized competing
pasts of ihe industry. The disaster that befell the railrozds came
about partly because of direct and indirect government subsidies

to the air and trucking industries.

None of us like this kind of situation. But we can not solve all our economic
problems at once. Priorities must be established. Right now our

urgent problem is to slow down inflation and prevent dangerous

disorder in the financial world. We must, therefore, do what is

_necessary now to deal with these two specific problems. And we.
. should not hesitate to act because of our long Lerm phﬂosophlc
' obJectmn ‘Eo government m’cervenuon

.".c. L LY R LIV

d ¥ P ', Sea =, ',‘ o T S ; B R RT S
S8 [ T B B ‘.'A\v; v e o oL ‘v- :;:‘-1 - Lf; H L8 Tk ' ’}‘“ " \‘ ‘,,‘,.7,'\-‘-", T
> d 3 :

g _.Once'w_e have reduced fhe. mflatmn, _Amenca, will have the time . and

years, and allow the forces Qf the ma.rket place gradually to assert S P
_commanding influence in the shaping of a ‘healthy' ‘stable and free <~ A
economy.

the leisure to slowly and systemaucally extxac,ate jtself from
private sectors of the economy over the course of four or five

Unwise Government action extending back to the Johnson
Administration has been the cause of the pr csent fundamental
problems of cur ew nomy. For the Government now to wash its hapes
of the prohlem its ill considered zction hag caused in the belief il
economic shock and readjustment will over the short term resto
equilibrium to the economy is dangerous and wrong.




Finally, for President Nixon to propose now anything less than
an economic rolicy which will convince a sceptical American public
Ty i that he knows what he is doing, and that inflation will measurably
and significantly decredse, is an almost certain invitation to impeachment.
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Avgust 30, 1974

Te: Jim Cavamaugh
From: Phil Buchen

Attached is the commentary on

the Mine Worksrs situation as furnished
me by Dick MeCormack, whe is
presently with Treasury.



August 38, 1974

Te: Jim Cavanasgh
Frem: Phil Buchen

Attached ia the commentary en

the Mine Workers situstion as furaished
me by Dick MeCormack, whe io
presently with Trsasury.
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THE WHITE HOUSE

WASHINGTON

September 6, 1974

MEMO TO PHIL BUCHEN

FROM: MIKE DUVAL ‘D

I talked with Dick McCormick concerning the Mine
Workers' situation. Thanks for letting us know of
his interest and that he has some good ideas con-
cerning this matter.

cc: Jim Cavanaugh




August 21, 1974

To: Bill Seidman

From: Phil Buchen
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THE WHITE HOUSE

WASHINGTON

August 16, 1974

MEMORANDUM FOR: WILLIAM SEIDMAN
THROUGH: PHILIP BUCHEN
FROM: DICK MCCORMACK 4)/(/ / // ” "’eé«—/

The Grand Strategy for the Democrats in 1976 will be to try to portray
President Ford as an extension of the Nixon Administration., ZFor this
reason, it is important that President Ford act now to avoid carrying
the onus for the economic mess that the policies of the last 10 years
have caused.

It is therefore important that President Ford in his next address on
economic matters discuss candidly the causes for the present situation.

He should talk about GUNS AND BUTTER and what LBJ's 25 Billion
Dollar deficit did in 1968 in starting inflation.

He should talk about the overstimulation of the economy in 1971-72 and
what happens when you print more money than you have goods. (I'd
go easy on the FED though, because you may need a favor from Burns
in 1976...)

He should talk about the Russian wheat deal -- and how depleting our
reserves of grain left us to the mercy of the weather in basic food
prices.

He should also say, that had we acted more wisely in the past seven
or eight years, we would not be in the mess we are in today, where
‘there are really no easy solutions.

He should say candidly what the prospects are for reducing inflation --
and talk about numbers in a very realistic way.

But above all, he should sharply dissassociate himself from the economic
policies -- and economic advisors -- of the past. Ford will be President
during the slow and painful wringing out of inflation from our economy.
The conditions generated could quickly be a political disaster for him-.
personnally unless he sharply pins the blame on those to whom it Justly
belongs -- and avoids raising unrealistic expectations. o 5%

1’ b e
9 "v !
P



THE WHITE HOUSE

WASHINGTON

August 16, 1974

MEMORANDUM FOR: WILLIAM SEIDMAN

THROUGH: PHILIP BUCHEN

FROM: DICK MCCORMACK [//r/// /”’*/

The blue ribbon ecoonomic group meeting which will publicly assemble
soon to discuss ways of dealing with the inflation should be very
carefully prepared and structured -- otherwise you run the risk of
having each participant talking '"on camera' to his constituency. Worse,
you could have what in Washington is known as a run away Commission
going in directions that may be economically or politically unwise or un-
desirable.

Labor leaders, for example, are used to conducting constructive ne-
gotiations in a reasonable and balanced atmosphere once they are in
side a closed room. Prior to the meeting, and intermittantly through-
out, the labor negotiators emerge to make harsh and extreme demands.

This, of course, is to mollify the membership, their constituency --
and assure the brethern that they are being tough with the barons of
capitalism.

This constituency problem must be very carefully factored into the
preparations. And an opportunity must be given to each of the par-
ticipants to be in the position of championing the interests of his
backers, and if possible speak to the overall interests of the nation
as a whole in addition. We must enable the participants to be ad-
vocates and statesmen at the same time. This is a tall order, but
nothing less will do if the conference is to be a success, a contri-
bution.

For example, there is a legitimate need to do something to increase
capacity -- and hence ease inflationary pressures in that part of the
economy in which the worker lives., How many resources we can
afford to address to this specific part of the problem should be very
carefully calculated before the conference with the help of OMB.

Then you can assign George Meany to develope a program to acc pﬁg’}a\
this task within a certain spending ceiling. Later Meany can refdrt in @
- <
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the public session his views and ideas on this aspect of the problem --
and speak tor his constituency but avoid making recommendations which
bust the budget. Or worse, have his public recommendations later
rejected by President Ford as unworkable, and thus poisoning their
budding relati anship at the onset.

We should calculate in advance a rough dollar price ceiling for the entire
conference's recommendations. There's no point in letting a lot of extreme,
simplistic, confusing or pie-in-the-sky proposals get a public airing in

the President's presence and raise false expectations -- if this can be
avoided or minimized with careful preplanning.
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August 21, 1974

Bill Seidman

To:

From: Phil Buchen
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THE WHITE HOUSE

WASHINGTON
) August 16, 1974
MEMORANDUM FOR: WILLIAM SEIDMAN

THROUGH: PHILIP BUCHEN

FROM: DICK MCCORMACK (QM/ %7 éﬁ)

The Grand Strategy for the Democrats in 1976 will be to try to portray
President Ford as an extension of the Nixon Administration., For this
reason, it is important that President Ford act now to avoid carrying
the onus for the economic mess that the policies of the last 10 years
have caused.

It is therefore important that President Ford in his next address on
economic matters discuss candidly the causes for the present situation.

He should talk about GUNS AND BUTTER and what LBJ's 25 Billion
Dollar deficit did in 1968 in starting inflation.

He should talk about the overstimulation of the economy in 1971-72 and
what happens when you print more money than you have goods. (I'd
go easy on the FED though, because you may need a favor from Burns
in 1976...)

He should talk about the Russian wheat deal -- and how depleting our
reserves of grain left us to the mercy of the weather in basic food
prices.

He should also say, that had we acted more wisely in the past seven
or eight years, we would not be in the mess we are in today, where
there are really no easy solutions.

He should say candidly what the prospects are for reducing inflation --
and talk about numbers in a very realistic way.

But above all, he should sharply dissassociate himself from the economic
policies -- and economic advisors -- of the past. Ford will be President
during the slow and painful wringing out of inflation from our economy.
The conditions generated could quickly be a political disaster for him
personnally unless he sharply pins the blame on those to whoxn i’tjustly
belongs -- and avoids raising unrealistic expectations. '



THE WHITE HOUSE

WASHINGTON

August 16, 1974

MEMORANDUM FOR: WILLIAM SEIDMAN

THROUGH: PHILIP BUCHEN

FROM: DICK MCCORMACK J/v/%7 &‘/

/

The blue ribbon ecoonomic group meeting which will publicly assemble
soon to discuss ways of dealing with the inflation should be very
carefully prepared and structured -- otherwise you run the risk of
having each participant talking ''on camera' to his constituency. Worse,
you could have what in Washington is known as a run away Commission
going in directions that may be economically or politically unwise or un-
desirable.

Liabor leaders, for example, are used to conducting constructive ne-
gotiations in a reasonable and balanced atmosphere once they are in
side a closed room. Prior to the meeting, and intermittantly through-
out, the labor negotiators emerge to make harsh and extreme demands.

This, of course, is to mollify the membership, their constituency --
and assure the brethern that they are being tough with the barons of
capitalism.

This constituency problem must be very carefully factored into the
preparations. And an opportunity must be given to each of the par-
ticipants to be in the position of championing the interests of his
backers, and if possible speak to the overall interests of the nation
as a whole in addition., We must enable the participants to be ad-
vocates and statesmen at the same time. This is a tall order, but
nothing less will do if the conference is to be a success, a contri-
bution.

For example, there is a legitimate need to do something to increase
capacity -- and hence ease inflationary pressures in that part of the
economy in which the worker lives. How many resources we can

afford to address to this specific part of the problem should be very _.73-.
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Then you can assign George Meany to develope a program to accorﬁ%lish
this task within a certain spending ceiling., Later Meany can report.in
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the public session his views and ideas on this aspect of the problem --
and speak to his constituency but avoid making recommendations which
bust the budget. Or worse, have his public recommendations later
rejected by President Ford as unworkable, and thus poisoning their
budding relationship at the onset.

We should calculate in advance a rough dollar price ceiling for the entire
conference's recommendations., There's no point in letting a lot of extreme,
simplistic, confusing or pie-in-the-sky proposals get a public airing in

the President's presence and raise false expectations -- if this can be
avoided or minimized with careful preplanning.



FOPSPEREP-EYES ONLY

MEMORANDUM FROM: RICHARD McCORMACK

*

There is broad concern that unless the price of oil cames down—
and by down I mean at least 35-40 percent--the present financial
system may not be able to process the increasingly massive
dollar transfers without major econcomic damage.

There is also general agreement that the OPEC will never lower
the price of oil to that extent unless quite extraordinary measures
are taken.

I believe that pressure can be exerted on OPEC through Saudi
Arabia to lower prices. But the way in which this pressure is
exerted influences the probability of success.

Because loss of face is such a crucial matter—especially for
semi—-despotic heads of state who have been issuing edicts and re-
ceiving campliance all their lives -- I do not believe that

the price of o0il will be voluntarily lowered after the strong U.S.
statements of last week.

Neither do I believe that econamic retaliation against the major
OPEC nations has much chance of driving the price of oil down.
Taken on a case-by-case basis, I doubt that our staying power
could outlast OPEC's power, if push came to shove. (Excluding,

of course, purely military power.)

There are, however, diplamatic methods which may be more pramis—
ing.

This is one possible scenario.

The President could send a very high level personal emissary

such as William Scranton—to talk alone with King Faisal. He
should begin by saying quite openly that the speeches were
unfartunate, not because they misrepresented the deep concern felt
in the U.S., but because it now becomes much more difficult to
achieve campramnise solutions without public humiliation by the
leaders of OPEC states.

He should also say that he was here to help the King understand
why thePresident felt so deeply concerned, and to talk about
possible campramise solutions.

DECLASSIFIED
E.O. 12958, Sec. 3.5

NSC Memo, 11/24/98, State Dept. Gujdelipes
By L , NARA, Date.‘f&&ﬂ
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The emissary should carry with him a convincing analysis
showing that the present price of oil is likely to lead to
financial 'and political disorder in the Western industrialized
states, as well as to great personal suffering in the less
developed countries.

The emissary should stress to the King the following points:

That we in the West fully understand his natural desire to keep
the price of oil high, that oil is a depleting asset.

But that the overall strategic situation is so favorable to

the Soviet Union in this area, that if the United States and

its allies became seriously weakened, it would only result in

a predaminate role for the Soviet Union in this area——or. pos—
sibly lead to a war fought in this area with vast devastation and
an unpredictable outcame.

That our problem cames not so much fram the magnitude of the
increase in the price of oil--we recognize that price was very
low—-too low--a year ago. Our essential problem has been the
suddenness by which this price increase took place. If we
had had more time--say four or five years--it would have been
possible for us to develop alternative sources of energy and
develop effective financial methods to handle the vastly
increased dollar transfers.

The the U.S. realizes that any price help given by the Saudis
must appear to be a humanitarian Saudi initiative-—and not an
American extraction or demand.

The emissary should propose to King Faisal that he establish
with a great deal of fanfare two Royal Camnissions, headed by
Saudi Arabia, but with consultants drawn fram all over the
world.

The first commission should have the following terms of
reference:

"It has carne to my attention that the present price of
crude oil threatens to cause a financial and possibly political
collapse in the industrialized countries of the West. Within
60 days return to me with a report on the likelihood of this
situation, and what it would mean to Saudi Arabia if this did

happen."”
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The Second Cammission should have the following terms of
reference:

"In the event that it is proven that the present price
of oil is likely to cause a financial and political disorder
in the Western industrialized countries and also cause unaccept-
able damage to the vital interests in my kingdam, what options
does Saudi Arabia have?"

The emissary should propose two options.

To make massive concessionary loans and grants through the
World Bank or other international institutions.

To "temporarily" lower the price of o0il —— while the U.S. agrees
to move ahead full steam on self-sufficiency on energy.

At the same time the emissary should offer the following political
concessions to Faisal:

1. A massive U.S. camitment to assist in the development
of Saudi Arabia as rapidly as the king desires using the construction
techniques and methods done in Vietnam to build infrastructure.
Secretary Simon's proposal of September 28 to the Saudi Arabian
Ministers of Finance would be a major first step. (See attached.)

- 2. Internationalization of the Moslem holy places in
Jerusalem and agree in principle to an independent Palestine on
the West Bank.

In the event that the President's emissary meets with camplete
intransigence on the part of King Faisal, then the emissary should

tell Faisal that the United States has a long tradition of humanitarian-
ism——extending back into the nineteenth century. Aand that the United
States simply can not tolerate the kind of untold human misery throughout
the world that the present price of oil will cause.

If we crack Saudi Arabia--which I think is the weak link on the chain—-
then we can turn cur attention to any other OPEC states which may try to
water down Saudi Arabia's impact on overall prices by cutting production
elsewhere. ’

This kind of quiet diplamacy, although not certain, has, I think, a
reasonable chance of turning the tide.
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THE WHITE HOUSE

WASHINGTON

September 6, 1974

MEMO TO PHIL BUCHEN

FROM: MIKE DUVAL ‘D

I talked with Dick McCormick concerning the Mine
Workers' situation. Thanks for letting us know of
his interest and that he has some good ideas con-
cerning this matter.

cc: Jim Cavanaugh




August 38, 1974

Jim Cavamaugh
Phil Buchen

Te:

From:

Attached is the commentary on

the Mine Workers situstion as furaished

me by Dick MeCormack, who is
presently with Treasury.

A
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THE WHITE HOUSE

WASHINGTON

August 28, 1974

MEMORANDUM FOR: PHILIP BUCHEN

FROM: DICK MCCORMACK )

As you know, the Mine Workers under Arnold Miller and the

coal operators (Bituminous Coal Operators Association) are on

a collision course for a crippling strike on November 15, You
know also what this will probably do to the economy. Nor is

the Taft Hartley Act a feasable remedy here because of the

unique ability of this industry's workers to go underground and
simply not manage to dig much coal. (You will recall that Truman
actually had to send the army into man the coal mines in an
earlier era.)

This strike is partly an exercise of Machismo both by Arnold

Miller- who needs a strike to build up his own image and position
within his union-and the bituminous coal operators some of whom
represent the most Neanderthal types still functioning in the American
economy.

Miller's problem is that he doesn't have the support and re-
putation with the rank and file to enable him to forge out a
compromise settlement and call off the strike plans, And right
now everybody is so psyched up for a strike that events have taken
a momentum all their own.

There's something you can do about this. We have a month or

two to help Arnold Miller build up his own position within his union
which will give him the clout and prestige essential for him to

take a leadership position in moderating demands and avoiding a
strike. ~

I have three recommendations:

1. Include Arnold Miller on the economic summit meetings. And

take other opportunities to give Miller high level exposure.

. e EG
3 J’,'O».\

2. Assign somebody from the White House staff to get ,,fEhe facts

on the present state of informal negotiations between the Mine &!

Workers and the BCOA. If he gets topside company clearance; -



Pete Slaybaugh of the Denver regional office of Continental Oil
can give your staff man a good picture of the industry's ex-
pectations. So can Guy Farmer, a labor lawyer with the BCOA
in Washington, :

3. If need be, put some heat on the BCOA officials to work for a
compromise --not a cave in--but a meaningful compromise.

It is important, I think, that President Ford not commit his own
personal prestige to avoid the coal strike until thorough staffing
indicates whether or not this is a realistic possibility. Ford
should not be put in the position of getting the UMW and BCOA
at a table with him--and later have the mediation process flop
and a strike occur,

A final note: If a coal strike occurs, the probability of a
January 7 strike in the oil industry is greatly enhanced.
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Friday 9/2774 Rechenld

Dick McCormack has now returned from the trip
he had invited you to go on -- and would like to come by
and talk with you,

Indicates the Ford and Kissinger speeches where they
mention war (2-3 days ago) have really caused some
problems, Suggests there are some other alternative
strategies they could follow -~ this could become a
very partisan issue., Senator Jackson has already
made some statements,

Dick's suggestion is that someone should arrange to have
Clark Clifford, Bob MchNamara, and two or three other
prominent Democrats to talk privately with the President.
Clifford is very anxious to do this,

Had two main points he wanted to get across to you:
l. Thinks they would prefer not having Dr., Kissinger present,

2. It would be an absolute discreet thing and they would
tell nobody about the meeting.



r

11:55

WM
Friday 10/11/74

Dick MeCormack said it is probable that Secretary Simon
will be going to Russia and offer to sell the Russians a certain
amount of grain. Sen. Jackson will inevitably link
a grain deal to subsequent rises in prices. This will be a
small prain sale (only a million and a half tons) but the small foreign
policy advantage of doing this compa red to thereal political savaging
of theFord administration for totally disproportionate in
his view.

Somebody should look into this right away «---
they only have today to do it!
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Te Cormact,

April 30, 1975

The Honorable
Philip Buchen

The White House

Washington, D.C.

Dear Phil;

Thanks very much for your note. Dudley's recommendation seems on balance
to be the most sensible course of action.

During the various times that Secretary Simon has felt under some pressure
he has called in two of my personal friends—~andprobably others--to advise
him. WE assume that he is doing this so that the word will leak back to
the White House. This is essentially what Simon has said during these
sessions!

1. That if he is forced out with his tail between his legs, he plans to
depart with a blast at the Administration's economic policies. He has
solicited ideas on exactly what he should say.

2. That he has political ambitions.

3. That he is considering supportlng another candidate in 1976 besides
President Ford.

4. That Rumsfeld wants his job.

Without going into the recasons why he should stay or go--and which I'm
not qualified to comment on--it has occurred to me that some face saving
solution may be called for. The best one I can think of would be for .
President Ford to recruit personally a large scale man like Hauge or
Scranton for the Treasury position, and then offer Simon a cabinet level
White House assignment as Presidential troubleshooter for certain
domestic problems. I know that this will cause a certain amount of
organizational confusion within the White House if he decides to accept,
but I think he would do a good job in thls capacity and he would be under
White House dicipline. :

This whole subject may already be a dead issue. But to an outsider
this course of action seems to have some merit. ’

Slncere

Do)

Richard McCormack




April 2, 1975

CONFIDENTIAL
TO: JAMES CONNOR . 145; ‘/Kj)
From: Richard McCormack Zié;4j N Ll

This purpose of this memorandum is to recommend Gabriel Hauge, Chairman
of the Manufacturers Hanover Bank, for consideration as Secretary of
the Treasury in the event of Simon's departure.

Hauge was formerly President Eisenhower's chief White House economic advisor.
And under his leadership, the Manufacturers Hanover Bank has done exceedingly
well. Hauge's personal reputation is such that he was recently elected
President of the International Bankers Association, the organization of

top central bankers. .
Unlike men who have risen to the top entirely in the private banking
world, Hauge already knows how Government works. And he is very strong
on international monetary matters, which because of the developing
petrodollar situation, is where any new Secretary of the Treasury is
going to have to supervise some serious adjustments internationally.

A llauge appointment, for all these and other reasons, would be widely
applauded both in economic and political circles. It would be a great
plus for President Ford.

I understand that, in fact, he was under cpnsideration for Treasury in
December, and that Rumsfeld had requested him to come down to Washington
for a protracted period to work on the State of the Union message.

Hauge was simply unable to do this because of certain responsibilities
which required his personal oversight at the Bank at that time. It may
be that Rumsfeld was disappointed in Hauge for not being able to come
down.

Hauge is not looking for this job: It would entail a large financial
sacrifice, and he still has two young children. Recruiting him, I am
convinced, can only be done by a phone call from President Ford
appealing to his sense of duty and patriotism. Anything short of that
just won't do the trick with this man.

A final word: Because of the potential damage that a sitting Secretary of
the Treasury can do to potential rivals still active in private banking,
it is very important that speculation on possible names of successors

to Simon be kept out of the press. This is particularly true of Hauge.
Because of the usual necessity for background checks, I know that it's
difficult to keep something like this quiet. But there are waws this

can be handled.
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AMERICAN ENTERPRISE INSTITUTE
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April 15, 1975

Hon. Phillip Buchen
Counseleor to the President
Tne White House
Washington, D.C.

Dear Phil;

In the years that I've been active in Republican politics I've seen

a number of hate-groups ~-like the Rat Fink faction of the Young Republicans—-
come and go. But recently a friend mailed me a copy of a periodical that
shocked the hell out of me, a blatently and viciously anti—semltic tract
called ATTACK. :

As long as America prospers, there is obviously no serious danger from
this sort of thing. But if for any reason economic disaster were to
strike, this element would quickly become more vocal and influencial.
This is particularly true now when overseas finmancing for an anti
jewish group in this country might be available.

ATTACK and like publications are being ‘distributed on ‘the streets of
Washington, essentially as a freebie. Who is financing it? And what
is to prevent an even more lavishly financed anti jewish propaganda
campaign in the future?

God knows this country has enough problems without having to cope
with an outbreak of anti semitism. Perhaps you might want to
forward the enclosed April issue of ATTACK to somebody in the
Justice Department for appropriate handling.

* Sincerely;

Richard McCormack

Y



THE WHITE HOUSE

WASHINGTON

April 23, 1975

Dear Dick:

Your letter of April 15 has been received
-and I am having somecne on my staff review
the subject and determine what steps, if
any, can be taken.

I will keep you advised.

Sincerely,
Py
/fgf o)
Philip W. Buchen
Counsel to the President

Mr. Richard McCormack
American Enterprise Institute
for Public Policy Research
1150 Seventeenth Street, N. W.

Washington, D. C. 20036




AMERICAN ENTERPRISE INSTITUTE
FOR PUBLIC POLICY RESEARCH

TIS0 SEVENTEENTH STREET, N.W., WASHINGTON, o O,
TELEPHONE 232: 205-58135

April 15, 1975

Hon. Phillip Buchen
Counselor to the President
The White House
Washington, D.C.

Dear Phil;

In the years that I've been active in Republican politics I've seen

a number of hate-groups --like the Rat Fink faction of the Young Republicans--
come and go. But recently a friend mailed me a copy of a periodical that
shocked the hell out of me, a blatently and viciously anti-semitic tract
called ATTACK.

As long as America prospers, there is obviously no serious danger from
this sort of thing. But if for any reason economic disaster were to
strike, this element would quickly become more vocal and influencial.
This is particularly true now when overseas financing for an anti
jewish group in this country might be available.

ATTACK and like publications are being distributed on the streets of
Washington, essentially as a freebie. Who is financing it? And what
is to prevent an even more lavishly financed anti jewish propaganda
campaign in the future?

God knows this country has enough problems without having to cope
with an outbreak of anti semitism. Perhaps you might want to
forward the enclosed April issue of ATTACK to somebody in the
Justice Department for appropriate handling.

Sincerely;’

Richard McCormack



THE WHITE HOUSE

WASHINGTON

April 23, 1975

MEMORANDUM FOR: DUDLEY CHAPMAN
FROM: PHILIP BUCHEN/’-)L{/! 93

‘Please handle the attached request from
Dick McCormack and advise me of your dispo-
sition.

Attachment




THE WHITE HOUSE N
WASHINGTON

April 25, 1975

Dear Mr, McCormack:

Phil Buchen has referred to me your letter of April 15, 1975,
concerning the periodical publication ATTACK.

It is certainly true that this publication is offensive for the reasons
stated in your letter, There is, however, no indication of any illegal
activity, and the right to publish material even as offensive as this

is protected by the First Amendment. Long experience has shown
that propaganda of this kind and the organizations that generate it
thrive most when repressive action is taken or threatened against
them. (You may recall the brief celebrity of General Walker when
he was summarily relieved of his European Command by President
Kennedy for engaging in extremist activities, )

The better course, therefore, would be to ignore this propaganda and
hopefully assist it on its way to the oblivion which it deserves.

Sincerely,

Dudley Chapman
Associate Counsel

Mr. Richard McCormack

American Enterprise Institute .
for Public Policy Research o
1150 - 17th Street, N.W. e FE
Washington, D, C. 20036 W‘}
t“x*@
\\
N

cc: Philip Buchen \/



Mr. Philip Buchen
The White House
Washington, D.C.

June 2, 1975
Dear Phil; ‘ .

Our friend, Bromley Smith, hasn't been paiticularly happy or effective at OTP

in what I rather imagine has been a classic case of a square peg in a round
hole.

Bromley was the top career man in the Operations Coordinating Board/
National Security Council for more than 15 years. His speciality is the
coordination of the paper flow to the President on intermnational policy issues;
and as an added bonus, Bromley is the repository of an enormous amount of
wisdom and experience on the handling of international crises. He was
actually present during the White House internal debates and decisions
throughout the Cuban Missile Crisis, the various Berlin and Middle Eastern
crises, the whole Vietnam episode. You can imagine what this taught him.
The perfect job for Bromley would be to put him in a small office next to
Scowcroft, make sure that he attends all the meetings and sees all the cable
flow, and then is able to offer advice and suggestions as problems emerge

on a fairly informal basis.

For years now, largely because of my own interest in international affairs,
I've made a point of getting together with Bromley during periods of
international tension to listen to his thoughts on developing crises.

- Events have proven him right, very often.

It is not in Bromley's nature to push himself on other people. But I
really believe that he is a resource that is largely being wasted.

b 4
Sincerely;

Richard McCormack .
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Prnstlormech
(C harnd_

Monday 11/25/74

4:10 Dick McCormack called to say that he has been working at the 964-8696
Treasury Dept., for the last four months with Assistant
Secretary Parsky (who is very young) and it ''really isn't
working out very well, "' He would like to see Mr, Seidman
to see if he might have a slot for him,

I suggested he call Mr, Seidman's office -- and he said he

didn't know Mr, Seidman at all -~ and thought either you or
I could see if he could see Mr, Seidman,

---------------------



OFFICE OF THE SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

Nov.25, 19%4

TO: Phillip Buchan “
From: Richard McCormack df

Since working with Governor Scranton during the Transition
in August, I've been working at Treasury with a voung
assistant secretary, Gerry Parsky.

Although Parsky and I have a reasonable personal relationship,
we have not seen eve to eye on a number of very basic
ovperational and policy questions involving the Saudi Arabian
program which I theoretically head. For these and other
reasons, I am going to quietly resign within a few days.

As you know, I have a broad background in economics and
organiaational matters, and if Bill Seidman could use a
full time consultant or staffer, I'd be delighted to
chat with him.

In addition to Scranton, the following individuals wbuld
I think, be happy to comment on what I might be ablg to
contribute:

Robert Hormats, head of the NSC economics staff.
Harald Malmgren, Deputy Special Trade Representative
Walter Levy, major international oil economist.

Seidman, I'm sure knows all of these men personally and
shouldn't hesitate to phone them.-



November 18, 1970

Ambassador Philip J. Farley
Deputy Director, ACDA
Department of State
Washington, D.C. 20491

Dear Phil:

You will remember my mentioning Dick McCormack to you
a week or so ago. Since then, Pat Day called to let him know
that right now prospects at ACDA seemed dim because they had
recently taken on eight new FSOs in the International Relations
Bureau.

I know with the talks at Helsinki and at the U.N. going
at full steam, you have got the weight of the world on your
shoulders. But, there are not a lot of young men in the
Republican Party with Dick McCormack's background and talents -
as you can see for yourself from his resume - and I feel it is
extremely important that the few young men of his caliber
receive absolutely maximum exposure to the issues and procedures
of foreign affairs. I feel this way not only because such men
are assets to any organization now, but more importantly so
that they will be prepared to expedite your important work,
rather than hinder it through a lack of background when they
are brought into the system ten years from now as senior
appointees.

Sorry to add to your problems, but as you know, I very
seldom make this type of request and would appreciate your
looking into this matter for me.

Most Sincerely,

William W. Scranton #»Feézj\




EXECUTIVE OFFICE OF T!‘iE PRESIDENT
PRESIDENT'S ADVISORY COUNCIL ON EXECUTIVE ORGANIZATION
WASHINGTGON, D. C, 20506

July 2, 1970

Mr. Richard T. McCormack
Room 130

Executive Office Building
Washington, D.C. 20506

Dear Dick:

I could not leave the Council without expressing my
admiration for the fine and highly professional work you have
done on the Foreign Economic Policy Study. At the same time,
and on your own motion, you put together an extremely valuable
paper on the Management of Bureaucracy. If political appointees
read this paper and execute its message, they will greatly
reduce their difficulties.

Now you are about to undertake yet another challenge
of the highest order, and in an entirely different area. You
have great strength of character and intellect and I believe
that the Nation will benefit if you continue to invest it in
the Nation's problems.

My very best wishes and I hope that our paths will
cross frequently.

Sincerely,

244
Pﬁ%ﬁ%@@@ww?

Murray Comarow

Executive Director
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Dear Dick,
N . Joe has told me about your excellent work in
-Michigan. I'm still incredulous that Jerry and Cal
‘ visited over 175 schools in one month, C :
: The Peace Corps is fortunate to have a person
" with the dedication and talents you so obviously have. :
. Thanks for a fine job. - S S R
) i . Sincerely, , )
L] \ . . . l /-' .
. 5 e )
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Personal and Confidential

Hon. Philip Buchen
The White House
Washington, D.C.

August 21, 1975
ear Phil;

After our chat, it occurred to me that there were a ccuple of other
aspects of the Akins situation that I might have added.

Akins is the State Department's leading expert on oil and energy. His
predictions over the past seven years on the eventual development of

an energy crisis, on the formation of a powerful OPEC, on the way
individual members of OPEC would react to our various counter measures
have all been extremely accurate. To some he has proved embarrassingly
accurate,

Aking is held in real affection and respect by the Saudis. This was
very evident to me during my extendad official visit to that country
last fall, 1 personally feel that it would be a mistake to replace
Alving under the present circumstances, weeks before the key up-

coning OPEC meeting. As you know, Saudi Arabia's influence will be
vital if we are to even hope for a modification of upward price pressure.

Alking has credibility and access in Saudi Arabia; these are the two
most important ingredients for an effective ambassador. In the event
that the Unired States should decide to put pressure on individual
OPEC members helore the September meeting--and I would not be opposed
to an intelligent operation along these lines--Akins would be an
asset, not a liabildity.

Alzins i1s, of course, controversial in some quarters. He is extremaly
blunt. As long as it is conducted with respect, I have never found
frankness an objectionable trait in subordinates. Others are

more sensitive to such things.

At very lcast I would hope that Akins would be offered another significant
post within the Department of State. It would be a real pity for this
country to lose his rather unique services.

Sincerely;

-f_‘,feih:
LT
Richard McCormack



A;‘z The Washington Star Thursday, Auqu-n 2,1975

State Dep’t. Shuffle
Envoy to Saudis
To Be Replaced

By Jeremiah O’Leary
and Roberta Hornig

Washington Star Stafl Writers
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Thursday 8/21/75 Jlichond

5:20 Dick McCormack is now with American Enterprise 296-5616
Institute -- tells me Tom Whitehead will be joining them.

He (Dick) said he had worked at Treasury for a while

and had worked with Ambassador to Saudi Arabia, James Akins,
He understands (on the Q. T, ) that Ambassador Akins is
being canned., He indicates that Akins is so close to the
Saudi Arabians that they asked him to choose who should

be their Ambassador to the United States and this will be
amnounced within the next two weeks, There is an OPEC
meeting on oil coming in September feels that ohi/
someone should get to Kissinger and him not to move

at this time to get rid of Akins, The timing is very bad.

(Dick said he thinks the anmnouncement of Kissinger®s may be
made within 10 hours at the most -- and Dick would like
to talk with you about this, Doesn't know to whom to talk, )



11:20

19640
Tuesday 1/6/76 ‘

Dick McCormack said he had just spent a month in
Israel, Saudi Arabia, etc., and had done a tight
analysis of the situation which discusses the U, S.
political situation.

He sent a copy to Brent Scowcroft and has sent you
a copy (now attached).

296 -5616
American Enterprises, Inc,



ADMINISTRATIVELY CONFIDENTIAL

1976: THE YEAR OF DECISION

Practical Steps Toward the Achievement of a Permanent Middle East Settlement

Memorandum by Richard McCormack -

January 6, 1976

ADMINISTRATIVELY CONFIDENTIAL



SUMMARY

I have spent much of the past several months pulling together the
latest information--political, economic, and military--as it related to
American Middle East policy.

I concluded that conditions both domestically and in the Middle East
had so remarkably evolved in the past year that major movement toward a
permanent peace settlement was possible in 1976. Of crucial significance
were important new perceptions on the part of a rapidly growing segment
of the informed American Jewish community about the desirability of a
settlement in the Middle East to forestall budding world anti-Semitism,
and the growing disillusionment by major parts of Israeli public opinion
with their government's policies of austerity and confrontation.

While the American Jewish community would resent any bullying of
Israel, a diplomatic initiative leading to a compromise settlement which
safeguarded Israel's right to exist and security would, if clearly ex-
plained to the American people by the President, receive far broader sup-
port this year than last.

I have also concluded that grave dangers for both the United States
and Israel exist unless advantage is taken of the opportunity posed by a
temporarily desovietized Egypt to move irreversibly toward a moderate
compromise settlement during 1976.

Finally, I have concluded that President Ford has little to lose
politically and a great deal to gain by taking positive measures toward
a permanent settlement in the Middle East. I have also listed some pos-
sible tactical steps by which this can be done.



INTRODUCTION

Last week I returned from a month long tour of Middle East capitals in-
cluding those of Saudi Arabia, Syria, and Israel. I spoke with senior
Government officials, military officers, local American Embassy personnel,
and with a fairly large number of ordinary citizens, both Arab and Israeli,
whom I interviewed in depth regarding their views on a future permanent
settlement of the Middle East conflict.

Because of my own extensive background in American politics at the na-
tional level, I also analyzed this aspect of the problem and spoke with

a number of influential members of the American Jewish community, including
members of the Council on Foreign Relations in New York prior to my visit
to the Middle East.

There follows the principal conclusions from this trip, the analysis of
the domestic American political factor, and an outline of tactical steps
by which the President could implement new measures toward a permanent
peace in the Middle East.

CONCLUSIONS

1. The Arab states surrounding Israel would accept and enforce a permanent
compromise settlement roughly along the lines of the pre-1967 borders.
The legitimate Arab powers will not support extreme Palestinian demands
either now or later. It should be remembered that Hussein drove the mili-
 tant Palestinians out of Jordan by force, that previously King Faisal of
Saudi Arabia expelled all Palestinians from his kingdom, and that even
the Syrians carefully limit the Palestinian's role in their country.

2. Arab fear of future Israeli expansionism is genuine. Their concern is
long-term and includes the possibility that a major radical change in
Soviet policy on Jewish emmigration to Israel or an anti-Jewish wave in
a major Western country could provide Israel with still another large
infusion of immigrants needing land. Golda Meir's recent call for two
million more Jewish immigrants to Israel can only exacerbate Arab fears
about long-range Israeli intentions. It is this fear combined with
wounded Arab pride, rather than a special affection for the Palestinians
per se, that fuel the Arab confrontation against Israel.

3. The Israelis would fight almost to the last man to protect Israeli heart-
land, but that the great bulk of Israeli public opinion would accept a
final compromise settlement along the lines of the 1967 borders, with modi-
fication for a new status for Jerusalem, if this would bring real: peace.

-




10.

The ordinary man on the street, as well as many educated Israelis, is
tired of the expense, strain, and cost in lives of the protracted con-,
frontation with no end in sight. During the past year alone, there
were five major devaluations of the currency, and riots in the streets
as a consequence of these and other economic conditions. The disen-
chantment by many of the people of Israel with the present policy of
austerity and confrontation has been commented on by a number of recent
scholarly articles (see Appendix "A'").

The image of the people of Israel as now being unwilling to accept a
compromise settlement appears to be an incomplete picture generated by

a very vocal minority of orthodox religious types and extremist offi-
cials, young kibutzniks agitating for farm land in the occupied Arab
territories, a Government whose potentially moderate faction is too weak
to do anything but hang tough for a perpetuation of the status quo, and
by the very active Israeli lobby in Washington.

The hard-core political and military leadership of Israel is not willing
to compromise to the point of permitting an independent Palestinian state.
The most they would accept, unless under duress, would be a West Bank/Gaza
confederation with Israel or Jordan which could ultimately be absorbed

if conditions warrant. This is, of course, unacceptable to the Arabs.

Prime Minister Rabin, even if he were so inclined personally, could not
get his cabinet--particularly the ultra orthodox faction which has a key
veto position in the present government make-up--to accept major new steps
toward a permanent peace settlement unless he were able to say to his
cabinet that President Ford had given him no choice.

The debate within the Israeli Government, settled recently, really wasn't
about how to build a meaningful, lasting peace with an independent Pales-
tinian state. Rather, the Allon/Rabin controversy appears to be largely
about Israel's image abroad and negotiating tactics at the forthcoming

~U. N. debate.

For all these reasons, it will take strong and direct U.S. pressure to
persuade the Israeli Government to negotiate seriously with the Pales-
tinians and ultimately to sign a compromise settlement.

The forthcoming United Nations session provides one possible opportunity

" for clarifying some of the issues between Israelis and Palestinians. The

open sessions, however, may see a great deal of damaging posturing and
breast-beating unless the United States quickly moves to urge moderation
on the PLO.

President Ford and Secretary Kissinger should immediately send emissaries
to urge the PLO and the confrontation Arab states to adopt a moderate and
balanced posture at the forthcoming United Nations debate on Palestinian
questions. The emissaries should also inform the Palestinians and Arabs
that the President hopes that some real progress may be forthcoming but
that it is important that Israeli and United States' public opinion see
the PLO and Palestinians as moderates and not committed to the destruction
of the Jewish state of Israel.
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13.

14.

15.

16.

The President should also decline to give Foreign Minister Allon on

his forthcoming visit assurances that the United States will not press
behind the scenes for a settlement or for progress in 1976. Instead

he should stress the concern about a future war. The President should
make sure that all senior U. S. officials follow this same line. Other-
wise informal pledges given by subordinate officials may be publicized
in exaggerated form and limit the President's future options.

Meaningful private negotiations behind the scenes between Israelis and
Palestinians will only take place if the United States insists and
participates. Foreign Minister Allon in his forthcoming visit to Wash-
ington may press President Ford for a pledge not to engineer such ses-
sions or press for progress on Mideast issues in 1976.

Large-scale economic inducements to both Israelis and Palestinians by
the U. S. and Saudi Arabia will play an important part in a final set-
tlement, but only after preliminary negotiations on questions of borders,
sovereignty and the like are well along.

Russia may have an interest in perpetuating an unstable situation in the
Middle East. One could, however, almost certainly expect the extremist
Palestinian faction, the Irreconcilables, to do all in its power to pre-
vent progress toward a final settlement of the dispute. For different
reasons, the hard-line Israelis in the Military and in Government will
act similarly. One can reasonably anticipate the most ruthless and
Machiavellian operations to impair the atmosphere of compromise and weaken
the credibility of moderates everywhere who are trying to bring a settle-
ment closer. There is little one can do about these at this point except
to warn all parties that this sort of behavior will not be tolerated and
warn against overreaction to incidents, however outrageous they may be.

Toynbee's prediction of a worldwide wave of anti-Semitism may be tragi-
cally fulfilled unless statesmen who understand the larger forces that
contribute to historic cycles wrest control of events from the extremists
on both sides. Anti-boycott measures rammed through state legislatures
can only produce displeasure toward Israel and her supporters by those
adversely impacted in the business and financial world.

Mexico's abjectly retreating from her earlier stand on the silly anti-
Zionism vote in the U. N. in the face of economic blackmail humiliated
proud Mexicans. As this battle goes on, and as the Arabs grow more so-
phisticated in their use of money and propaganda, Israel's counter measures
and those of her Jewish supporters will have to be more and more strenuous
and blatant. And more and more enemies will be created by those on the
receiving end of the muscle.

Senior Israeli intelligence officials still try to convince some visitors
that one more war in the next year ot two--particularly if the United States
were to occupy the o0il fields in the aftermath of another oil embargo--
could solve the issue for many years to come. But I cannot believe that
this view will prevail within the Israeli Government; and I cannot believe
that the United States would be so passive in its diplomacy and so profli-
gate of its economic and military assistance so as to encourage the Israelis
to move in this direction. '
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24.
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While the Israelis presently have sufficient arms to throughly defeat

the Syrians and all possible present combinations of Arabs, they would

not have sufficient weapons to fight the following war. And any unjusti-
fied Israeli attack could so antagonize the United States public opinion
and, Government that resupply could be a problem. Israel would also have
to count on Egypt going radical and recalling the Soviet military mission
even if Israel were to mount an attack only against Syria. Virtually all
Arabs would become extremely bitter if the Israelis were to launch such

an attack, particularly the kind of go-for-broke, army smashing kind of
attack that Israel would be certain to conduct under present circumstances.
But weapons can be replaced, and with a huge Arab manpower pool, so can
the soldiers. With Arab manpower, oil dollars, and Soviet arms, it would
be only a question of a few years before a new deadly assault were mounted
against Israel. I see virtually no way out of this for Israel unless she
manages to draw the United States directly into the conflict. She may

be hoping to do so, either directly or indirectly through a campaign to
break up the subsequent oil boycott by occupying the oil fields. But
failing this, one more war clearly initiated by Israel could be a fatal
disaster for her. It could leave her utterly isolated and friendless.

The Arabs will interpret continued Israeli colonization of the captured
territories and calls for massive new immigration as an indication that
the Israelis have absolutely no intention of coming to a final settlement
which would return the bulk of captured territories to the Arabs.

A lack of progress toward a permanent settlement will sooner or later re-
sult in a more militant posture by Egypt, which in turn will result in
vastly increased Soviet presence and power in Egypt.

Any new Arab military moves toward Israel may be accompanied by a last
minute airlift from the Soviet Union or Syria of a modern and effective
mobile air defense system to permit the Jordanian Army to cooperate in
the combined Arab attack.

In the meantime, the Arabs will have made increased inroads in influencing
American and world public opinion, and the influx of Arab money will accel-
erate this process. And in the long run, this will tend to erode support
for Israel's post-1967 territorial possessions.

Any American public opinion shift will endanger the present level of sup-
port which the United States provides Israel, both military and economic.
Increasingly the American people will become aware of the high cost and
danger of this whole program.

During this election year, the militant Israeli lobbyists will once again
contact the various presidential candidates, of both parties, to solicit
pledges of support on Israel. It will be very difficult for any candidate
to resist making suitable pledges, which will subsequently make it more
difficult to put direct pressure on Israel to do things which are really
even in its own long term interest.

Unless Israel can be persuaded voluntarily to come to terms with her
neighbors, the inevitable military attempt by the Arabs will be mounted.

PR
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War is always unpredictable, and the decisive factor may be Russian-
supplied tactical and anti-aircraft weaponry even more sophisticated
and effective than that supplied to Israel by the U. S. This is un-
likely but possible.

Pro-Arab spokesmen and propagandists in the U. N. and elsewhere will
continue to attempt to reignite a form of anti-Semitism in the United
States which could endanger some of the enormous gains made by the
American Jewish community over the past 15 years. This could have
acute repercussions in the event that another war were to break out
triggering a new oil embargo and subsequent unemployment; and requiring
massively expensive infusions of American weaponry, or possible air
cover.

Pentagon complaints might explode openly in the event that America's
own defense posture were threatened by heavy draw-downs of equipment
for the Middle East in a new war.

All of these points suggest that the American Jewish community has an
enormous stake in encouraging Israel to come to terms with her mneighbors.

The American Jewish community can honorably agree to the following peace terms:

a. Recognition of a pre-1967 sized Israel by all the Arabs
including the PLO. ‘

b. Independent demilitarized Palestine forged out of the
West Bank and Gaza subsidized by Saudi Arabia and the
United States.

c. An American guarantee of Israel's security together with
an expanded force of technicians provided by the United
States to patrol the circumference of Israel during a five-
year transition.

d. Phased return by Israel to approximately the 1967 borders,
with modification for a new status for Jerusalem.

e. Phased mutual and balanced arms reduction by the bellig-
erent forces.

f. Elimination of all economic boycotts.

Arafat and his PLO would almost certainly win any Palestinian referendum.
By giving Arafat and his militant Palestinians a West Bank/Gaza state of
their own, it would provide these Palestinians with an incentive to keep
peace in the area. Not only would officially condoned terrorist activity
against Israel which displeased the Saudis result in a cut off of their
subsidies, but any militance by the tiny divided Palestinian state would
be swiftly crushed by an invasion and occupation by the Israelis. And
once Arafat is a prime minister, I wonder if he would relish the prospect
of returning to the status of a fugitive guerrilla leader with the slim
prospects. v
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As a matter of course, the boycott and other forms of hindrance against
the full participation of Israeli citizens in the economic life of the
entire burgeoning region would have to be eliminated in a final settle-
ment. Given innate Israeli skills and abilities, there is no reason
why, the elimination of all restrictions, and Israel's geographic posi-
tion should not permit standards of living in Israel to be among the
world's highest within ten years of a final peace settlement.

Some U. S. officials may have tentatively decided that no major steps

toward bringing about a settlement in the Middle East problem are pos-
sible in 1976 because of their judgment about domestic considerations

in an election year.

It is my understanding that no pledges have been made thus far to the
Israelis which would preclude the Administration's taking major new

steps toward achieving a settlement in the Middle East if the President's
political advisors were to give him the green light to move. The only
pledge along these lines which was made was the pledge to consult with
the Israelis on subsequent major moves in the Middle East.

The question which now must be addressed by the President's political
advisors is this: have domestic political conditions so altered so as

to make feasible and desirable major Presidential moves toward a perma-

nent settlement in the Middle East? This judgment must be made by those who
know the evolution of political opinion in the United States most in-
timately, the senior political advisors most trusted by the President.



ANALYSIS AND RECOMMENDATIONS ON THE U. S. POLITICAL SITUATION

1. President Ford already has informed the Israelis and their lobbyists
that while he, like all Americans, supports the security of Israel,
he does not support Israel's conquests.

2. Therefore, those who support a permanently expanded Israel must assume
that Ford, after his reelection, will work to press Israel to disgorge
most of her 1967 conquests and compromise with the Palestinians.

5. Presumably these supporters consequently will work for the defeat of
President Ford by candidates pledged to support Israel totally. (In-
deed, there were advertisements covering a third of a page in The New
York Times during their Reappraisal last March, paid for by the Amer-
ican Jews Against Ford, urging that America's Jews support primary and
general election opponents against Ford.) Subsequently Mr. Reagan's
senior staff members have been quoted privately as saying that Reagan
had '"taken the pledge' to support Israel 100%. And many of the Demo-
cratic candidates will certainly have taken pro-Israeli pledges.

4. One would have to assume, therefore, that Ford has little to lose poli-
tically at this point by following his instincts and conscience on the
whole question of Israel.

5. Of crucial importance is also the new thinking of major segments of the
informed Jewish opinion in the United States, taking a far more balanced
approach toward a settlement with the Palestinians. For example, the
editorial boards of both The Washington Post and The New York Times,
formerly pro-Zionist, have in recent months modified their editorial
policies, urging Israel to negotiate with the Palestinians. Indeed,
there is the ironic situation whereby these pro-Israeli newspapers are
actually putting more pressure on Israel to negotiate than some U.S. officials
who are telling the Israelis that it is all right to sit tight during
the entire 1976 while we get our elections over with. This is an odd
situation, to say the least, and in my judgment may come from part of
American officialdom being out of touch with rapid developments in Ameri-
can public opinion, and perhaps being more sensitive to the noise gener-
ated by the Israeli Embassy and the paid and very active Israeli lobbyist
organizations in Washington than to the present views of much of the in-
formed part of the American Jewish community itself, which is growing in-
creasingly apprehensive about the worldwide rise of anti-Semitism stemming
ultimately from the lack of a settlement in the Middle East.

6. Finally, in all candor, it appears that President Ford faces a situation
whereby many Americans, particularly in the Media, question his efficacy
as President. Nothing would silence these critics more dramatically, or
impress the American electorate more deeply, than a series of successful
operations resulting in major progress toward a permanent and lasting Mid-
dle East settlement. This goal has eluded every President since World
War II. '



TACTICAL STEPS

The President should decline to give assurances to Mr. Allon that he
would not press for some progress toward a permanent settlement in
1976." Mr. Allon, who will be arriving today should also be firmly

told that the President is seriously concerned about the prospect of
another war in the Middle East.. He should say that he thinks that it
is time that the Israelis seriously move toward permanent settlement,
beginning with a U. N./U. S. supervized referendum in the West Bank

and Gaza to establish the will of the people as to their political
future. . . confederated with Israel, linked to Jordan, independent
under PLO leadership, or independent under other local Palestinian
leadership. The President should make certain that all major officials
involved in Middle East policy repeat this same general line, otherwise
officials of a subordinate rank might inadvertently make commitments

or give assurances which would subsequently be publicized in exaggerated
form by the Israelis and limit the President's freedom of action.

Immediately, the President should send word to the PLO and the confron-
tation Arab states urging them to adopt a moderate and balanced posture
at the forthcoming United Nations debate on Palestinian questions. The
President should also inform the Palestinians and the other Arabs that
he hopes that some real progress may materialize during the coming year,
but that it is of utmost importance that Israeli and United States' pub-
lic opinion see the PLO and the Palestinians as moderates, not committed
to the destruction of the state of Israel. Israeli intelligence will,
of course, learn of this message; but this should only serve to under-
score the President's statement to Allon. The same urgings should be
made upon the Arab ambassadors in Washington by other U. S. officials.

During the United Nation's debate on Palestine, the U. S. should try to
work behind the scenes with both parties to see if one could bring them
closer to a concensus. If the Palestinians reject the President's re-
quest for moderation at the U. N. because of internal problems in the
Palestinian movement with extremists, or for other than tactical consider-
ations, a judgment will have to be made as to the feasibility of moving
ahead, in view of what will certainly be harsh criticism in the United
States media. Right now all experts in the U. S. government anticipate
the probability of a highly emotional United Nations debate, unless we act
firmly to forestall it or channel it in a constructive way.

If the President succeeds in tempering the quality of the U. N. debate,
and elicits moderate responses from the PLO, the President should subse-
quently underscore his insistence that the Israelis work toward a compro-
mise settlement during Rabin's visit which is scheduled immediately after
the U. N. debate. The President should make the following points to Prime
Minister Rabin:

a. He is very concerned about the possibility of another war in
the Middle East with the possibility of a confrontation with
the USSR and the near certainty of an oil embargo which would



leave the United States with the option of accepting
unemployment, recession and gas lines, or an actual
war to seize the o0il fields or what was left of the
oil fields after the demolition by the Arabs.

He considers the risks to the United States of a do-
nothing policy in 1976 regarding the Middle East as
being unacceptable. That he considers Sadat's wil-
lingness and ability to compromise because of the
removal of the Soviet military presence from Egypt

to be a golden opportunity. This could all change

if Sadat were replaced by a hot head who would argue
that Israel has no intention of coming to a permanent
settlement, citing Israeli colonization of captured
territories, and who would invite the Soviets back
into Egypt in force. This event would greatly reduce
the willingness and ability of the other Arabs to
compromise favorably to Israel, counting instead on
imposing a settlement on Israel by force.

He is deeply concerned about the outbreak of a world-
wide wave of anti-Semitism as the Arab powers flex

their increasingly massive and sophisticated diplomatic,
financial and public relations muscle, and Israel and
her supporters respond with heavy-handed arm twisting

of their own. Ford should cite the Toynbee prediction
of a massive and savage wave of anti-Semitism of world-
wide proportions unless the Middle East question is
settled and settled soon. Ford should cite the reaction
in Mexico to the economic boycott and pressure by the
American Jewish community responding to Mexico's vote

on the silly anti-Zionism question in the U. N. and the
deep humiliation felt in Mexico at having to publicly
back down and eat crow in Tel Aviv to avoid a tourism
disaster. Ford should bring up the anger which will be
felt by bankers and businessmen alike as they are embar-
rassed and financially harmed by the anti-boycott mea-
sures which are being rammed through U. S. legislatures
in New York, Illinois and elsewhere.

That these anti-boycott measures also threaten massive
and utterly vital United States interests in Saudi Arabia.

Ford should point out that the continuing confrontation
with the Arabs is costing Israel itself immense sums of
money and great financial and personal strain to ordinary
Israeli citizens: massive inflation; five devaluations
took place in one year; the Israeli pound which was worth
four dollars in 1948 is now worth nine U. S. cents on the
black market in Israel; riots in the streets of Israel
have taken place because of the financial and economic
strain in Israel. The leaders of Israel have a deep obliga-
tion to seek a permanent settlement with their neighbors
in the interests of their own people.
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In the event that the PLO is forthcoming in the U. N., Ford
can say that the PLO has indicated willingness to come to

moderate terms with their neighbors--but that an independent

Palestinian state consisting of the West Bank and Gaza was
an absolute necessity. Ford should tell Rabin that if
he and his govermment fail to agree to a U. N./U. S. super-

vised referendum leading to a settlement which includes an

independent Palestinian state, that he, Ford, will make a

major televised speech to the Nation saying approximately

the same thing as he now was telling Rabin, and calling for
a Palestinian referendum on the West Bank, Gaza and in the
refugee camps to let the Palestinian people decide their own
fate.

President Ford can say that he views the establishment of such an
independent state to be the heart of the matter. Once this

happens the other outstanding questions such as the demili-

Immedia

tarization and return to Egypt and Syria of the Sinai and

the Golan can be negotiated over a somewhat longer period as
Palestinian peaceful intentions and good faith are shown.

The main thing is to start the wheels now irreversibly moving
toward the rapid establishment of an independent Palestinian
homeland. :
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aeli reaction to all this will be to propose various delaying

We have seen in the Vietnam negotiations that these can
indefinitely if there is no real necessity for either party
to terms with the other. If the President presses hard
Israel can easily agree to negotiate with anyone, but then string
talks for months and even years hoping that conditions wiil
that a new administration more indebted to the Israeli 1obby"
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will be elected, thus removing the immediate political necessity
for compromising with the Palestinians. To forestall these
utterly predictable Israeli delaying tactics, President Ford
should tentatively set a date for a West Bank, Gaza referendum
and hold Rabin to a mid-summer 1976 deadline for these elections.

President Ford should also prepare a major address to the nation
on the Middle East in any case so as to forestall a possible
campaign of disinformation and protest by the Israeli lobby.
President Ford should not allow the Israeli lobby to portray him
as being anti-Israeli, because he is not. It i1s in the interest
of everybody--American, Israeli, and Palestinian--to get this
whole matter off dead center. The only real long-term losers
would be the Soviet Union which profits by the regional instabil-
ity.

Since everyone's interests are so massively .in favor of a settle-
ment in the Middle East, once this is made clear to the American
people through a speech, there is absolutely no way that any
domestic political opponent could win points by advocating the
hard-line Israeli position. But it is important that the real
issues be brought into the open.
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May 18, 1976

Dear Phil;
All of us attending the ceremony on Monday were impressed by both
the quality and the delivery of the President's remarks. The President

acquired a lot of active supporters in those few minutes.

Sipcerely

Richard McCormack

Philip Buchen
The White House
Washington, D.C.





