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MEMORANDUM

OFFICE OF THE VICE PRESIDENT -

WASHINGTON

INFORMATION SECRET"

Memo No. 1168-78 December 15, 1978

MEMORANDUM FOR DICK MOE

FROM: Denis Clift ,@C_

SUBJECT: Talking Points for Vice President's
Lunch with President, Monday, December 18,
1978

I am forwarding at Tab I recommended talking points for
inclusion in the paper being prepared for the Vice President's
lunch with the President.

- SECRET

THIS MEMORANDUM IS UNCLASSIFIED
WHEN ATTACHMENT IS WITHDRAWN

5 ey 7
49£%[Qﬁ’

(&
NARA,DATE
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OFFICE OF THE VICE PRES

WASHINGTON

A ik
MEMORANDUM FOR THE VICE PRESI - '

FROM: RICHARD MOE /A

SUBJIECT: " TALKING POINTS FOR umm CTHE
: PRESTDENT -- MONDAY, DECEMBER 18 , 1978

1.  Budget (see attached) /;:/

IX.

IIX.
Iv.

VI.

VII. South American Trip (see attached)
VIII. US-USSR Summit (see attac ;

R
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BRIEFING MEMORANDUM ON BUDGET ISSUES

5 3 BACKGROUND (See Attachment #1)

(s} Since the Administration took office (FY 1976)
budget outlays overall have grown by 10.3% in

real terms, with defense rising 5.5% and domestic
expenditures (excluding interest) rlSlng 10 5%.

o Under the current overall OMB mark, assumlng
a $30 billion deficit and a 3% real increase in
defense, damhstzc expendltures (excludlng interest)
would decrea 1.7% in real terms in FY 1980.

o Grants~in-aid to State and local government
(essentially the domestic budget excluding Social
Security, S8SI and Medicare) would decline under

‘the OMB passback to the agencies by the neighbor-
hood of $3.5 billion and 4.5% in actual terms and by
10% in constant dollars. This would be the first
actual decline in grants—in-aid since 1946. (Note
that State and local governments will pay an ad-
ditional $1.5 billion in Social Security taxes in _
FY 1980 under the Social Security 1eglslat10n enacted
last year.)

II. IMPACT On PROGRAMS

The impact on domestic programs is necessarily severe.
For example, based on the OMB Passback (subject to change in
the process of appeals):

o A reduction below FY 1979 of $2.1 billion (30%)
and 223,000 jobs in adult employment programs.

© A reduction of $400 million (18%) in youth
employment programs, resulting in loss of 100,000
full-year slots and 475,000 summer youth jobs.

o A reduction of $7.9 billion and 100,000 units
of subsidized housing (FY 1980 outlays not substantlally

affected).
e} A reduction of $1.7 billion in education.
o A reduction of $1 - £1.5 billion in Social

Security resulting in reductions of $9 billion by 1984.




-2 -

.0 Cancellation of over $2 billion in cbmmitments
announced in the Urban Policy and reduction of $150
million for mass transit operating subsidies.

Outside of the area of economic development, most areas
of the domestic budget fall below FY 1979 levels. To bring
domestic spending (grants-in-aid) to the FY 1979 level would
require roughly $3.5 billion in outlays above the OMB passback.
To hold these programs in the aggregate harmless against infla-
tion would require $8 - $9 billion. (This situation may have
been somewhat improved during the process of agency appeals.)

III. ECONOMIC ASSUHPTIONS (See Attachment #2)

o Rsvxsxﬁna of tha econonic aasumgtxons since

announcement of the anti-inflation program in October

(growth down, inflation and unemployment up) will SR

make achievement of the budget goals more difficult. -

(CBO's reestimates of growth, employment and inflation

have led to a private reestimate of the FY 1979 deficit
~at $46 - $50 billion, up from roughly $38 billion).

o . Since our economic estimates, even as revised,
" are considerably more optimistic than those of CBO
pe and private forecasters, we can expect our deficit
g '~ to be immediately (and publicly) reestimated upward
3 on the Hill based on economic estimates alone. Under
CBO's tentative economic forecast our $30 billion
- deficit would be increased by around $7 billion, and
by as much as $9 billion when Wage Insurance payments
are tailored in.

Q. Moreover, CBO's current economic estimates are
based on a $50 billion budget deficit for FY 1980.
The lower growth resulting from a lower deficit will
somewhat waorsen the picture.

A

IV. SOURCES OF ADDITIONAL FUNDS ‘(See Attachment #3)

Most, if not all, of the potential offsets outlined belaw
are being examined by OMB. While they provide opportunities
to limit the program reductions required to meet the $30
billion deficit, many present difficult questions. In ad-
dition, some may give rise to charges of budget "gimmickry".




SUMMARY TABLE —-—-ACHIEVABLE SAVINGS

Policy Changes L ‘Savings (outlays or reveﬁuas in
Wi o millions) ;
' Tin Sales | i $200
Defer reductions in airline = $360
ticket taxes 4
05 'Hold Federal pay raise - $565
2 to 5.5% 5 .

Put zepayment of EDA loans "on $200L
budget" by eliminating re-
- volving fund

Do not extend LEAA . § 65
block grant - :
Withhold taxes on interest $1,500
and dividends
Subtotal , R $2,890
;T'_ Accountinq_éhanggg
B Reestimate interest* - 81,500
©old Sales | $2,000
Budget Scrub . _ $1,000
Federal Reserve 87150
Surplus Account
Sale of FMHA paper to $ 750
Federal Financing Bank
Cash Management* ' 54,000
Subtotal $10,000 i
TOTAL $12,890
Less Accounts contained $ 4,500

in OMB base

Net Savings S 8,390

*In current OMB base at $2.5 billion, only $2.0 billion in
cash management presently included.
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ATTACHMENT 1

BUDGET IN CURRENT DOLLARS (BILLIONS)

' § Defense (% - Inter'l (% Domestic (% Total (%
Increase) Affairs Increase) Increase) Increase)
976 89.4 : _ 5.6 < 59.0 ' 365.6 52
977 97.5 (9.1%) 4.8 (-14.3%) 68.4 (15.9%) 402.8 (10.2%) -
8378 105.2 (7.9%) 5.9 ( 22.9%) 78.1 - (14.23) . 450.7 (11.9%)
979 I14.5 - (8.8%) 6.3 ( 6.8%) 81.5 ( 4.4%) 491.6 ( 9.1%)
8.6

980 125.5 (9.6%) (.36.5%) . 77.8 (-4.5%) 530.2 ( 7.9%)

BUDGET IN CONSTANT 1976 DOLLARS (BILLIONS)

*Y Defense (% ~Inter'l (% - Domestic (% - Total (2

- Increase) Affairs Increase) ; .. Increase) Increase)
[976  89.4 5.6 59.0 - 365.6" .
L977 8)..5 { 2.3%3) ) (-19.6%) 64.2 (. 8.8%) - 377.9:1 3.8%)
L978 94.4 ( 3.2%) 5.2 ( 15.6%) 68.3 . 1 6.4%)  394.0 (-1.3%)
L979 93.5 (=1.0%) 5.1 (- 1.9%) 66.6 (- 2.5%) 401.6 ( 1.9%)
L980 96.2 ( 2.9%) 6.6 (-2

( 29.4%) 59.7 - (~10.4%) 406.6 -2%)



ERNATIVE ECONOMIC ASSUMPTIONS
2 L “' _'.'.'ﬂ._-" 3‘, : . _ I_.:: :
. October 25, 1978 Probable @ CBO = . "Best i
et TN Reestimate @~  Guese"* . - §
- “Real GNP o g B & i TG S
(4th quarter/ - i 5 &
4th guarter) : | i
©' Unemployment 6.4% | 6.3% ' 6.9% 16.5% ;3;¥ ﬁ.;
(4th quarter/ ' : . Saieig e S,

. 4th quarter)

. .GNP deflakor - 6.5% i sl RO BT OEIT SFORTL R Y
4th guarter)
ALTERNATIVE ECONOMIC ASSUMPTIONS
~ FOR CALENDAR 1980 _
October 25, 1978 Probable . CBO "Best
S ' : Regstimate ' Guess™*
- Real GNP B R T 4.0% . 3.2%
: (4th guarter/ : :
- 4th quarter)
" Unemployment © 6.6% 6.3% 6.8% . 6.5%
{4th guarter/
4th guarter) ey
.~ GNP @eflator 6.0% 6.53 8.0% - 7 6.68

(4th gquartexr/
4th quarter)

"% Administration private forecast assuming a successful

anti-inflation program.




INSERT FOR TALKER FOR VICE PRESIDENT'S LUNCH WITH PRESIDENT
MONDAY, DECEMBER 18, 1978

You may wish to take the opportunity of this luncheon, which

may be the last until after the Guadeloupe summit, to make

the following points to the President about your tentative plans

for foreign travel and your participation in the US-USSR summit.
Tentative planning for the meeting with Brezhnev calls for

one and a half days of talks and events in Washington, followed

by approximately 2 and a half days of talks outside of Washington --
my guess being somewhere on the Georgia coast. (S)

Brazil and Venezuela Inaugurations (see Tab A)

-- I will shortly be forwarding a formal memorandum to you
recommending that you approve my representing the US at
the inaugurations of the new Presidents of Brazil and
Venezuela this March.

-- The new President of Brazil (Figueiredo) will be inaugurated
on March 13. The new President of Venezuela (Herrera) will
be inaugurated on March 15.

-- State and the NSC have recommended that I participate in
these inaugurations. Given the importance of these
countries to US interests, I concur. I believe it would
be of real value to have talks with both new Presidents,
emphasizing your interests in the greatest possible
cooperation. The visit, coming as it would a year after
your visit, would also emphasize that our interest in
consultations, a genuine dialogue and cooperation, is
both sincere and continuing. (C)

US-USSR Summit

-- I think it would be useful if I were to participate not
only in the Cabinet Room talks with Brezhnev but also
in at least a portion of your talks with the Soviet
President on the days of his visit. With your con-
currence, I will arrange my schedule to permit such
participation. (S)

DECLASSIFIED

SECTET
CLASSIFIED BY A. DENIS CLIFT
REVIEW ON DECEMBER 15, 1984



, \W 7 DEPARTMENT OF STATE

. j' weaningion, (11 /20
p R

', MEMORANDUM FOR DR. ZBIGNIEW RRZEZINSKI
’ THE WHITE HOUSE

Subiject: U.S. Representation at the Presidential
Inzugurations of RBrarzil and Veaczuela,
e March 13-15, 1979

L

" ‘.

The back-to-back inaugurations of new Presidents
in Brazil on March 13, and Venezuela on March 15, 1979,
offevr.a unique window for the United States., These are
the two most important countries in South America and s
the United States should be represented by high level
deleyations of siunificant stature, We recommend that
Vice President Mondale bhe decignated to hcad both.
It ie clearly feasible from a logistical standpoint,
and from a political standpoint, highly desirable.
The two countries symbnlize major but quite different
aspects of U.S. policy and interests in the arco.

Interegtringly, the inavgqural vizit next Maurch
parallels the President's visit to these same (wo
nations in March 1978. The Carter Administration's link
with the new generation of leadership in Vencezuela and
Brazil is -highly important. We hope to use this oppor-
tunity for a meaningful and substantive discussion of
major i1ssues and to scet the tone and direction 0f
our future relatinnships with botbh.

venezuela, under the ouvtagoina Percz AdanLeLrJt,qw,
has been ¢ ClDRPly identified with the goals of the Carler
Administration in Latin America. It has excrted strong .
leadership on human rights, on international pedace- 0
keeping, and on nuclear non-proliferation., Venezuela
initiatned a new proposal fouir cunventiuvnal arms restralint
in the arca and a multilateral approach to Caribbean
economic development. It is a leading Latin spokesman on
North-South issues. )

r

- | ¢ B damjﬁﬂngf

. ' FAL =1l
- .+ ADS: 1277782 (Smith, N.S.). w_gpi_manm”w



Importantly, Venezuela now ranks as the third bigqest
) source of petroleum for tlic United States and plays an .
influcential ronle !n OPFEC. '

y Venezuela is a vigorous, functioning democracy.
The inauquration of President-elect Tloerrera wiff marcx
the fifth successive, peaceful transter of power in
that country. It is far from clear how broad a role the
new Precident wants to play in foreiqn affdirs. Rut tHe
Joss of Perez Adeprives us of a major and closely alligd
Latin American leader, 1t is important that the new ggverr-
ment be encouraged to accept at least some of the mdu e
of hemispheric leadership.

Brazil, the largest, most dynamic, and most powcrful
country in Latin America, has emerged as dan increasing
precence 1n world atftairs. Unlike Venesuela, our rclatinnm
ehip with Brazit nas yune thivuyh v pexiod of caevere! ‘
testing, primarily over human rights and nuclear matteys,
Fortunately, last March the President was successful in
sotting a new direction and tone Lo our relationship®In

i Brazil, as in Venezuela, the U.S. has extensivec economic,
v~ financial and trade interests. And we share in particular
///’ a stake in helping assure the security and peacefyl evo-
_ lution of the Hemisphere. We are hopeful that Precsitlent-
L | elect Pigucirecdo will preside over a process of political
liberalization in Brazil, that he will be more amcnable
Lo nuclear alternatives and prepared to work with us to
‘estnre a closer, more coouperalive relationship.

ecommendation

That the United Stateb designale Vice President
MoNdale to hez2d the .S, delegations to the Presidential
inavgurations in Brazll and Venezuela next March.

Peter Tarnoff
Executive Secretary

-
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