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PART OF A CONVERSATION AMONG
PRESIDENT NIXON, LIDE ANTHONY IACOCCA,
HENRY FORD II, AND JOHN D. EHRLICHMAN

' IN THE OVAL OFFICE
ON APRIL 27, 1971,
BETWEEN 11:08 AND 11:43 A.M.

Well, anywéy, uh, I want to say first that, uh, on this subject
that I'm glad t§ have you come in and, uh, talk about it. And
let me introduce it by, by tr—-trying to tell you what I know
about it and what T don't know. And then I want to hear ‘directly
from you énd you can talk to me in complete confidence, I can
assure you. And John is a lawyer who says nothing.

(Laughs)

He damn well better unot!

(Laughs)

Uh, but, uh, my views in this field, I'm just telling you my
personal views. Uh, and, Henry, you will not be surprised at
this, but, uh, we, uh, [unintelligible] tells me about, uh, the,
uh, the, uh, uh, these backgrounds and so forth, but he, he may
be surprised, but....

[Unintelligible] views are, are, are frankly, uh, whether
it's the environment or pollution or Naderism or consumerism, are
extremely pro—-business. Uh, we are fighting, frankly, a delaying
action in many instances.v Uh, we're fighting a delaying action
due to the fact, now let me, let me separate two things out:
there is pollution. We all know that. You can fly over various

places and you can see the stuff in the air. Maybe, there are

safety problems, I assume. [Unintelligible} I think they're

greatly exaggerated, but there are some. But where there is

pollution and where there is safety, the general principle that I
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believe in is that, well, then we'll do the best we can to, to,
to, to, to, to, uh, eliminate the toxins. But we can't have a
completely safe society or safe highways or safe cars and
pollution~free and so forth. Or we could have, go back and live
like a bunch of damned animals. Uh, that won't be too good,
either. But I also know that using this issue, and, boy, this is
true. It's true in, in the environmentalists and it's true of
the consumerism people. They're a group of people that aren't
one really damn bit interested in safety or clean air. Whaé
they're interested in is destroying the system. They're enemies
of the system. So, what I'm trying to say is this: that you can
speak to me in terms that I am for the system.

Right.,

Uh, uh, I, uh, I, I try to fight the demagogues, uh, to the

extent that we can. Uh, I would say this: that I think we have

to know that, uh, the tides rum very stroagly. 1 mean, you know,
the, it's the kick now. You know, the environment kick is in

your ads, of course. You're reflecting it. Kids are for it and

all the rest, they say. Uh, the safety thing is the kick, 'caﬁse
Nader's running around, squealing around about this and that and -
the other thing. And so out of all this sort of thing what we
have to do is to get beyond that: one, to do what is right to do,
and then, second, what we, having determined what is right to do,
we have to determine [unintelligible] we can do, and having in
mind the political éroblem that we have, I mean, down in the »

Congress, in the things they will pass and the things that they

will ask us to do. So, uh, it's, uh, with that in mind that's,
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that's, that's the background. Now, tell me the problems you've
got with, uh, the industry, with the Department of
Transportation, and all these things and let me listen. As

[unintelligible].

Well, I'd like to say first, Mr. President, that, first, we

'apprgciate your taking the time to see us [unintelligible].

[Unintelligible].

We fully understand your time is very limited. Uh, we, I have,
have seen all these people: Ruckelshaus and Goalby [sp?] and
particularly Thomas in the DOT,...

Toms.

...s50 we don't want to have anybody feel that, you know, we're

trying to go over anybody's head.

An unknown person entered at an unknown time after 11:08 a.m.

President:
Ford:
President:
Unknown:

President:

Would you like tea or coffee?
Not a thing.
Or coke?

Nothing.

Right. 1I'll have tea. [Unintelligible].

The unknown person left at an unknown time before 11:43 a.m.

Ford:

Uh, so, we have, uh, the best we can, tried to keep as close as
possible. We even set up a special office down here with

engineers so that they can be right next ddor rather than having

to come to Detroit and all that kind of thing.
Secondly, I don't think, uh, we want to talk to you today

about emissions. It's very political. Uh, it doesn't hit

pollution, pollution. It's very political. We lost seventy-—



three to nothing, uh; you know, Mr. Ruckelshaus has just come
in. Lee's already been in to see him. He's had this big, uh,
hearing, uh, the first part of next month. Uh, we would somehow
from Mr. Ruckelshaus and how he, uh, runs his test procedures,
uh, if he can help us a little bit, we can probably meet the '75
schedule. We hope we can, we're not sure we can. '76 is gonna
be impossible because the requirements've been
{unintelligibleled, and we can, uh, fill in more of the details
in this because I haven't, uh, been down in the nitty-gritty in
the whole thing.

I think the thing that concerus us more than anything else
is this total safety problem. And, uh, what we're worried about
really, basically, is-—this isn't an industry problem——is really
the economy of the United States, if you want to get into the
broad picture because, uh, we represent the total automotive
[unintelligible] supply, industry supplies, dealers, dealer
[unintelligible] the whole bit, about one-sixth of G.N.P. Now,
if the price of cars goes up because emission requirements 1is
gouna be in there, even though we; though we've talked about this
morning, safety requirements are in there, bumpers are in
there. And these things are, and that's leaving out inflation
and material costs increases, which are also there. We think
that the prices of cars are going to go up from next year through
'75 anywhere from a hundred dollars to, up to maybe seven or
eight hundred dollars in the next four years because of the
requirements that are being, that's leaving out the inflationm,

which we don't need to discuss...
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Right.

++eo with you this morning.

That's a problem, too.

That's a big problem, but we can't do anything about it.

This, this is another, and all this will be reflected in the
Consumer Price Index and so forth, even though you're, uh, you're
buying a hell of a lot more car, presumably. But, uh, I see, it-
~it is. 1In other words, it*ll, it'll kick up the price.of cars

and of all of them, the, the inexpensive ones and the others,

too.

[Unintelligible] we see the price of a Pinto, which now sells for
nineteen hundred and nineteen dollars going something like fifty
percent in thé next three years with inflation part of it, but

that's not the big part of it. It's the safety requirements, the

emission requirements, the bumper requirements. Now, uh, what

we're really talking about? We're talking about trying to put
some sense into the Trans—, to DOT and how they go about doing

their business. Now, they've been in business for, since '66,

supposedly. And, uh, they've had problems, we understand that.

But, uh, the cost—effectiveness of what they ask us to do has got-
to be important. And, uh, they, uh, they are asking us to do
things that, uh, in our opinion, are driving our people up the

wall because they don't know what to do, and, secondly, they ask

us one thing this week and then they cancel that and send us out

another direction the next week. They've got bumper standards

for '73; they've got different bumper standards for '74; they've

got, uh, air bag standards. All of these things, uh, the only
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thing that we want to try to, to, to talk to you about this
worning is the fact that these things are all going to cost

money. If these prices get so high that people stop buying

cars...
Um—-hum.

+..they're gonna buy more foreign cars; you're going to have
balance—of-payments problemsue;u

Right. I'm convinced....

Granted, the foreign [unintelligible] have got to do the same
thing, but they're doing it at a wage rate that's half
[unintelligible].

I know, I know. Sure. Uh, what is, uh, let's talk a moment about
the procedures. How do they come in? Do they have hearings on
these sort of things at the DOT? And then they issue an order
and it's [unintelligible] in the executive register. That's

about all T know about it. Now, you understand, I haven't

approved aﬁy policy on it...

Oh, sure.

...yet, but I'm gonna to take a look.

Well, [unintelligible] you directly, Mr. President. They do,
they, they have a, a rule-making procedure. And they promulgate
these, and the law ha~, gives us sixty days to respond to a rule
they put out. After that sixty days they hear from everybody,
foreign manufacturers, the Big Four here, and then they put out a
standard. Then you have sixty days to decide what you want to do
about that. And once it becomes a standard, uh, we're

approaching one right now. Im fact, om Monday morning, we will
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in all probability--I'11l tell you honestly 'cause our meeting
isn't 'til Thursday this week—but our lawyers and engineers
too——we have [unintelligible]--we will go to these, uh, court of
appeals. We will have our first major confrontation for real
this time. Uh, we've had threats before, but, uh, this brings up
this whole issue of, uh, how important is safety. Uh, it's, uh
it's a case we're going through, it's not a fad. We...

Right.

ee.didn’t have to kill fifty people on the highway. But I, I
feel that, you know, we worry about 1nflation, and we should,
'cause it's eating us up alive right now, and in the next few
years, we feel, it's still gonna be bad, as far as our labor
contracts are concerned, our umaterials....

Particularly your labor...

Right.

«..[unintelligible] that you already [unintelligible].

And then, then environment next. Pollution, as Mr. Ford
indicated, uh, I'm not dismissing inflation and pollution. I'm

worried about two things: uh, I'm worried about the, the fact

the Department of Trausportation, not willfully but maybe
unknowingly, is really getting to us. They are not only
[unintelligible] of our industry-—the, the law has been on the

books six years now—through a prior administration, I've been

coming down, I used to talk with Dr. Hatton [sp?]. And, and the

new group says what he sald six years ago, "Well, we're new,'and

we had trouble staffing with good people,...

Ur-hume.
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"...and, uh, but we'll get around to it.” And I keep saying,
"The clock 1s running and we are wasting money.” 1It, it just
kills me to see it starting with Ford. We are becoming a great,
inefficient producer, what they're doing to us. And without
getting into all the details, what they're doing is taking, I
think I should say it this way: as tough as you made the '75
standards, for '75, remember when we had the environmental
pollution meeting here...

Yeah.

..selghteen months ago. . .

Yeah.

«s.with you.

Yeah.

'75 seemed tough, and your '80 standards at least gave us a

carpet. They're nice but sometimes Mr. Muskie and others, and

you know,...

Yeah.

...Qe got into it, well, why go through it? They're not....
[Unintelligible] yesterday. Right.

But now, we're gonna try to do '75. But the good thing you can
say about emissions is, give and take some changes in procedures
and the like, that Mr. Ruckélshaus knows what his problem 1is.
And he's on top....

He has, he hears, uh....

Yes. Well,... 4

.«.responsibility there?

Yes. He, uh, and that law is written so that he is on the spot.

He is in a dilemma.
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Yes.

I think his last words to me as I left his office were, “If you
_come up with any solutions you might want, please give me a
call.” And what it is, uh, he is.given only one year...

Um-hum.

.esto establish for every manufacturer in the world——whether they
exercise good faith—and he can give 'em a one~year respite from
'75 to '76 if they show good faith. The reason I went té see him
was how they determine good faith.

Um—hum.

And he....

He [unintelligible] in terms of his....

Yes, the National Academy of Sciences could help him, but he
says, "I am the judge.” I said, "Well, I got, I got a budget for
you.” It's a tough job, because do you mean to tell me that he
will have to decide each individual's good faith and decide on
that basis whether to give 'em a one-year moratorium? And he
séid, "Well, ves.” I said, “"Well, you're going to end up with
fifty‘different standards for fifty different mgnufacturers. Aﬁd
here's your dilemma: Ford may not be best, but we'll be at least

first or second best because we think we have our hand on how to
lick this pollution problem.”

Um—hum.

“"Well, you can't take us ‘cause you'll outlaw everybody else.
You can't take the low, least common denominator. Do you mean to
tell me that Fiat, who will appeal”——we've heard already, it

said, “We won't even put six or seven percent of our

{unintelligible]...



Iacocca:s

President:

Lacocca:

President:

Iacocca:

President:

Iacocca:

(Coughs)

“wss.0ver there.” So when you consider our resources and our
sales in the U.S., uh, in order to show whether we exercise good
faith or not, well, we said, "Well, I'm gonna go see.” I think
he said the att—, [unintelligible]...

Yesah.

ess'cause 1 realized that the guy who does the best job under
this law will probably be penalized most. So there's no
incentive. ' )

Hum.

So he knows that problem, Mre-President, but, but the point is
he's having hearings on these things the seventh.

Yeah.

I think they will work with us on the technical level, as they
should be, early enough to probably, uh, get very close to

meeting the intent of the law for '75 and with some degree for
'76.

But now take safety. It's six years old. I don't know what
the national priority ié for safety. But the bureau has no idea
what their priorities are. 5o they keep saying, "Well, uh, we're '
hot on passive restraints.” And of course, we say to 'em, “"Well,
why did you get hot now? That's another law, but you haven't
done much since '66 on the Highway Safety Act. You've dome it on
motor vehicles.” But now, with all this time passing, they're
saying put in.an air bag. They're saying get the bumpers
better. By the way, I [unintelligible] to indicate that we're

dragging our feet. We're, we've gotta make our bumpers better

because they're rather fragile today. But we know that. The
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consumer wants better bumpers, and he wants lower insurance
costs. But they have [unintelligible]....

I wonder about the, [unintelligible] the bumper thing when
they're talking about collisions at two-—and-a-half to five miles
an hour. [Unintelligible] other words, when people are stopped,
the, the speed of the automobile is....

This 1Is parking lot damage. You see,...

I see. Ch, yes.

«.o.the Department of Transportation,...

[Unintelligible].

««eMr. President, with all due respect for them, they, they‘don't
like this bumper craze that's going on, led by the insurance
lobby of the United States. And [unintelligible] because they
realize that the more we concentrate on property damage...

Yeah.

«s.the less we may be concentrating on saving life and 1limb,
which was the intent of the act.

Yes, I get it.

You see?

Right. This is parking lot, of course, buwmper, uh, the, the,
this isn't going to be taken any, any accident where somebody

bangs another car. Now I would think at twenty-five miles or

forty miles an hour you're gonna [unintelligible]...
[Unintelligible].

.e.you're gonna break your neck probably. So what it's gonna
really do is to get at these, only these collision/loss ratios.

Well, they've been [unintelligible]. I get your point. I think

[unintelligible]...
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[Unintelligible].

« » « and I understand it now. Go ahead, go ahead.

And even then, of course, it's not to, uh, we got about thirty
percent of the [unintelligible] we claim because our total
insurance costs today, and no-fault will be a big part of this, I
guess, at some point in time.

Yeah.

We have thirty percent of our property damage and, and our
bumpers will help that. Uh, like our best estimate today is
thirteen dollars a year. I'm in a position, I say to Mr. Ford,
now no way L'm going to have to give 'em a fifty dollar bumper
and he's gonna get thirteen dollars in value, [unintelligible]
thirty-nine dollars, he's got eleven dollars, and you've got an
uglier car and we're in trouble. But that's consumerism for
you. You can't fight everything at ome time, you see.

Yeah. [Unintelligible].

So we're gonna get the bumper problem licked, although DOT,
again, has [unintelligible] the states. If you are in the
position of pleading with sowe agency, uh, federally, to také
ovef, ‘cause we'vé got about thirty states with different laws...
Right.

«esand to do thirty different cars...

Yeah.

;..well, you couldnft do anything.

Yeah, yeah, yeah, yeah.

But their point has been, well, when we write our standards we
must write 'em, the law says, the safety law doesn't say you're

to work on property damage, so all of their tests are designed to
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“1ights.

And some of them, when they see the implication
[unintelligible], which is a little far-fetched, but
nevertheless, that's the way it's written. But I think for the
basic safety standards, now, the key officfals over there—I1've
talked to 'em now, for, you know, two years coanstantly....
Um—hum.

...and they're dedicated—-—and they say, "Well, we're gonna get on
to this, but we've had problems.”™ And they talk about Naderism,
and, uvh, you know, the,...

Yeahg

...the great pressure on them and so forth.

Yeah.

And I said, "Well, I want to introduce ome thing now.” We've got
a-—they haven't told us yet—overall, like we, we don't wanna
short clean air. It may be '78, it may be '80, it may be '76...
Yeah.

...but we gotta do that.

Yeah.
And you know what the costs of that will be. But on this area of

safety, we don't know whether we're trying to cut the, uh,
carnage on the highways from fifty to twenty-five....

Um—hum.
Somebody made a speech on that, but we're gonna cut it in half,
which is a rather broad objective...

{Unintelligible]

...you see. Or they say, "We want...
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Yeah.

...we've got a car by 1980, at 50 miles an hour, head-on, we want
to walk away from the crash.”

Oh, now, [unintelligible].

Well, you see, but now they're writing standards that are twenty
miles an hour. Now [unintelligible] us. They're writing 'em
twenty but they're saying, "By ‘74 be ready for test procedures
that will take 30 mile.” Well, just like bumpers at two .and a
half create a lot of damage; at twenty to thirty forget
[unintelligible]. We're trying to package the, the customer, the
consumer here, the citizen and make sure that he isn't injured.
Is this Toms's outfit that talks to you about this?

Right, right. Now.

He's very, he's the DOT man.

The DOT man.

[Unintelligible].

I've been in the office of Secretary Volpe a number of times on
this.

Yeah.
Uh, being real candid with him, T think that they have said in

the Department of Transportation that we are dedicated to passive
restraints. The citizens of the U.S. must be protected from
their own idiocy, so we will put in a sophisticated device that
will blow up on impact and package him in an air bag and save
their lives. Well, we agreed that work has to be donme in this

area. But look where we are: they have, this is law; this is

the law of the land, now, for 1974.
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By regulation?

By regulation. They have said....

The air bag?

The air bag. Well, they can modify it. See, actually, for sixty
days to tell 'em. You know, just last week, I don't mean to be

facetious [unintelligible] told a baboon we [unintelligible] any

cadavers....
(Laughs)

[Unintelligible] on a '74 car, but, you see, we're—our lead
time, Mr. President, we're finished with our '72 cars. So

anything we do at the last moment to tear 'em up are fixed
investments that,...

Yeah.

ecswell, you're using big numbers, but we have already sunk two
hundred and forty million into the safety area. And we have on
our cars today a hundred and fifty dollars of, I don't say all
gadgetry, 'cause the steering columns, I think, are saving lives,
the collapsible column and the like, but the shoulder harnesses,
the headrests are complete wastes of monéy. Every hundred
dollars of, uh, those kind of, well, let's call 1t
[unintelligible] that we put on, we have no doubt that it saves
lives. Every hundred dollars is a billion dollars a year to get
to the safety problem. Now, we already have at retail a hundred

and fifty dollars in the car. What we have in safety right now

on our books through 1973 into the air bag area is about the four

hundred-dollar level on a car. Now, true, maybe we will be real

good at it and get 1t down ten or fifteen percent, but it's gonna




be very expensive. But DOT is making speeches right now saying
that up 'til now they've oniy put eighty dollars in their cars.
Well, we [unintelligible] definitions right. We've put in one
fifty. We can prove it to 'em. But they say it's eighty, OK?
But they say, in quotes—they said it in newspapers, they're
gonna [unintelligible] a speech Mr. Toms made-—. “Another fifty
dollars will clean it up.” Which [unintelligible] another fifty
dollars; it's another two hundred‘and fifty dollars, which is
five times what he}s saying. Which gets me to the crux of it:
there is nobody, I mean nobody, whether I talk to Muskie, whether
I talk to, uh, uh, someone, uh, uh, Secretary of, uh,
Transportation, that ever wants to talk to me as a businessman
about c;gts. And I say, "But we‘re in thebsame business as you
are. We are not sure what the consumer will demand, aund there
are certain things he'll never demand,” like a clean exhaust
pipe. "So for the good of society you need laws to force people
to do this.” But they've gone beyond this. We don't think
that's, they're charging, under the law. We don't think it's
that political, and we think when we have inflation on top of
pollution, and you can see that éafety has really killed ali of
our business, and it is really [unintelligible] everything
[unintelligible]. We're not only frustrated, but, uh, we've
reached the despair point. We don't know what to do anymore.
Except we're booking numbers——these aren't betting on the
{unintelligible]—— we're booking these numbers. And I would
predict to you that our Pinto will be closer to three thousand

dollars in '75 than it is to two thousand now. And in 1990, if
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we haven't deterred the Japanese, at three thousand the
ballgame's over. We, we can make what I think, uh, our dynamic,
uh, viabie auto industry into a sick industry.

Um~-hum.

Now, that's my viewpoint, but I'm, I'm working on '75 cars now.
You, you can't, you mean, three thousand would be your low price?
Oh, yeah, yeah, our lowest.

See, we, we have projected now fifty percent increases. If we do
that, just think of what's happening now. Uh, the Pinto car is
doing fairly well. The reason we're underpricediceneral Motors
5& a hundred and fifty we, we decided to wmake all.our
transmissions and axles and, uh, engines entirely overseas. So
we have the benefit of low—cost components. Now we're bringing
'em in at nineteen nineteen. Volkswagen is sold out. You can't
get one. You've got to wait in line for ome. Even now, with our
car, our [unintelligible] priced now.

[Unintelligible].

We're competitively priced with them. But the Japaneée are
underpricing us a hundred, too.

With what? With their Toyotas?

Toyota, Datsuns. Mr. President, we came from a meeting in
Toronto. I was just telling Pete Peterson here. He went through
it. And, and you know the number. Ninety-one percent of all
radios today in the U.S. are from Japan, ninety~one percent of
our total radios [unintelligible], car radios. Well, I say,

“Well, it can'tlhappen here,” I keep saying to myself. We're up

to fifteen percent foreign cars when we've given them our best
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shot at nineteen nineteen Pinto, using German componentry to do
that. We had to stop ‘em. On the West Coast——California,
primarily—year to date, about twenty-seven percent of all cars
are foreign. In Vancouver, it’s up to fifty; Toyota outsold all
Ford products in Vancouver.

Yeah.

And, and, and ya say, "Well, what has this to do with safety?”
Well, it has one big thing to do with it. They are gonna put
whatever is demanded by law in this country on at a buck fifty an
hour, and we're, we just cracked seven dollars an hour. So
their, their pollution standards surely have to meet ‘'em, but it
favors them because they're smaller é;rs and we'll just have to
be competitive and make swaller cars. But, overall, if we dare
think of a thousand dollars, I'm hopeful that, by the way on, on
our [unintelligible] when we say inflation...

Um—hum.

...[unintelligible] our, our [unintelligible] labor, material
costs [unintelligible], it might be six percent increase a

year. Uh, maybe we can offset about three in productivity, let's

say four in the market we're in now, and you would have, uh,

implied, uh, price increases of, uh, seventy-five dollars. Well,

we just went through the crunch, as you know. We, we raised them

an average of two hundred and eight dollars this past fall, you
know, mostly from inflation.

Yeah.

Now, if inflation abates, what safety is doing to us is gonna

make inflation, in my opinion, look like child's play because the



President:
Iacocca:
President:
Iacocca:
President:

Iacocca:

President:
Iacocca:
President:

Tacocca:

consumer, he doesn’'t care whether it's inflation, all he knows
is, "I'm a working man,” and Ford, who might have pioneered in
this area, of all people, is gonna price themselves clear out of
the market and we're gonna be in trouble. Well, I, I don't want
to over—overstate this to you, but...

No, no.

.-l have a feeling...

Yeah.

...that the auto industry-—I‘'m only speaking for Ford—...

Yeah.

..sprice stability at a point, we are in a downhill slide, the
likes of which we have never seen in our busihess. And the Japs
are in the wings ready to eat us up alive. So I'm in a position
to be saying to Toms and Volpe, “Would you guys cool it a little
bit? You're gonna break us.”™ And they'say, “"Hold it. People
want safety.” 1 say, "Well, they, what do you mean they want
safety? We get letters [unintelligible]. We get‘about thousands
on customer service. You can't get your car fixed. We don't get
anything on safety! So again, give us a priority.” We caanot
carry the load of inflation in wages and safety in é four-year

period without breaking our back. It's that simple, and, and

that's what we've tried to convey to these people.

Right.

Now, we're gonna go to court Monday, in all probability....

Who'll you take it up inm court with, uh?

Well, you see, uh, according to the law our sixty days are up

1] - JR
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President:

Iacocca:

President:

On what matter?
.+.0n the air bag.

ohl

It's called, 1it's called Regulation 208, Passive Restraints.
They were....

Well, now, this is a, you mean thaﬁ the Department of
Transportation issues an order, and that brings you to court?
No, they, they [unintelligible]....

[Unintelligible]‘a law [unintelligible]?

Yes, under the Motor Vehicles....

[Unintelligible] before.

Yes, but, we didn't take it to court. They backed off. This is
about three years ago. But the Motor Vehicle Safety Act says
they will promulgate a rule. Uh, they will say, uh, "We want at
thirty miles an hour for an air bag to be deployed at, uh, you
won't be, you know, touched, you won't be injured,” let's say.
And a, by the way, we have seventy of those proposals out there
right now. Can't, you can imagine, sevenﬁy contradictory,
conflicting proposals that we can change our total car.
Yeah, yeah, yeah. To save gas.

So, this, this is our, our key problem. But to answer you, Mr.
President, the, we had sixty days. See, they, they, they on
November third said, “Here's what we'd like you to do.”

Um-hum.

Sixty days—-wé went to January third-—we replied and said, “"We

can't do 1it.”

Um~hum.



racocca:

President:

Iacocca:

Forget cost-effectiveness, [unintelligible], feasibility, time,
and so forth. OK. Then the end of sixty days, from January
third to March third, said, “We heard everybody, but now, here is
the standard.” Then the law says you have sixty days to say you
can meet it or to appéal your case to the Circuit Court of
Appeals. And that's the way this law is set up. Now, you know
what DOT sald to me? “Well, if you"-—this man had nerve to say
to me—"you should try to get the law changed” because the
language is so restrictive, done in '66, when maybe it was a
little emotional in '66 at the time, uh, politically. And that
they can't even do what they think is good business, which is to
say, "Ford, you have to change all twelve of your car lines at
the same time, in a given year, because we know it creates havoc
with you, and it's very inefficient, very expensive.” But it's
true; they can't make exceﬁtionsg They can't give us, it seems
to me they should prioritize what they want done to save lives.
They should say, "Ford, now we'll give you three years to phase

that in, so you can do a third of your car at a time, and you can

start being cost-effective.” But there's no such language in the
law, except it said that they shall be reasonable in their
You see, the law's

approach to costs. Well, that's long lost.

six years old and, and they just said, "Well, uh, we've got a lot

of pressure on us.”

Yeah.
So this is what's really, I think, the, the load that's breaking

our back. I would say that the way it is, inflation in wages

might make prices rise twenty to twenty—five percent in
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President:
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President:
Ehrlichman:
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President:

[unintelligible] years. L think we could, I think we could, we
could stand that in this country, even though it seems high
because it still makes a gap between you and the Toyota and the
like. But we are now projecting, uh, price increases between
fifty and fifty-five percent. I can almost predict this fall's
price increase for you. And, and the fall of '72, because of
emissions and safety and inflation again, I think we'll be at

the, uh, very close to two hundred dollars a year for two years

NOW. . o
Un—hum.

«+sin the next two years.

The thing is we have for '72 to '75 an increase of four hundred
and thirty dollars on the human costs on just safety and
emissions, so we've got a big problem.

Let me, uh, let me say that the, uh, I understand that under the
procedure now that we have [unintelligible]. John knows the,
the, the, the DOT, uh, issues these orders under the law and then

they've got to get them. Now what, what presidential authority’s

invol#ed in, in, uh, uh, only the authority of reviewing what the

DOT does?

Right. I take it that the department could suspend its order
right now if....

On what, which?

On the, on the air problems.

On behalf of the thing for Monday, I checked this out with our
lawyers,...

Um—hum.
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President:
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President:
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««sand they could say, uh, because of further evidence or we want
continuing discussions, they could suspend it and not force one
or more rourt action on Monday. That we know could be done under
the law. Uh, I will say this: [unintelligible] use your name,
Mr. President. They said, "We would like you”—to me on the
telephone—"we would like you to take this one to court.”™ And I
said, very openly, “"You mean...

Really?

.se.you are trying to put the burden of your shop into ours?” And
they said, "Well, you know, we have p.r. problems, too.” And I
said, “Well, we, we don't want any confrontations in court.”
Yeah.

"We'd like to argue this out, ptivately.wi:h ya."” Thef éaid,
"Well, enough time has passed that....” Hey, they
[unintelligible] for'72, which was ridiculous. Now that they
made it to '74, their public posture is, with the Naders and the
like, that they let us off the hook. I said, "Well, '74's
ridiculous. It's just you started so low.” He thinks he's
giving us a two~year respite now when in fact it still insoluble;
we can't do it. So they say, “Well, why don't you go to

court?” And I [unintelligible] pre—judge what the court will do.
I think with the evidence we have, they'll probably say, "Will
you reconsider it, please?”

Un—hunm.

But with the clock running it means that we couldn't handle
between now and '74 directions from the fall of '73, and they'd

just say, “Guess what? You ounly lost a couple of big cars.”
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President:

gEhrlichman: How much of a modification in your model is an air bag?

I don't

know the technicalities of this.

[Unintelligible].

Oh, [unintelligible] I dou't want to [unintelligible].

[Unintelligible].
I have a [unintelligible] on the book, John, right now.

[Unintelligible] on the damm thing. [Unintelligiblel],

[Unintelligible].
We have, we have [unintelligible].
[Unintelligible] the silly thing.

[Unintelligible].
We have a hundred [unintelligible] right now on tests, and guess

We pulled out an

what? At the last minute we got cold feet.

explosive charge because we can’t get a volunteer at Ford to
drive one.

Yeah.

And we were, we were forced....

The thing we've got, the thing we have to do, let me, uh, let me
say, uh, I, 1'11, let wme take a look at the whole, uh, John, what

I can do here. But the other thing is I want to see what the

hell the department is doing in the future.

Right.

And we've got to have, now you [unintelligible}, John, as you

know, is the head of the Domestic Council. Now, you take the

responsibility of getting Volpe and, and, and Golan [sp?], he

charges around, of course, because he's got all this heat, you

know, makes him a big hero, uh, to be in. And [unintelligible]
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President:

Ford:
President:
Ford:
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Unknown:

wants to be a hero, you know, and be for this group or that group
or the other group. But he's a decent fellow., But point is that
I'd just like to see [unintelligible] that's causing it. The
other thing 1is that, uh, uh, if you, you have the time, uh, some
time on, either on this trip or on another one, I'd like for you
to—maybe you've already domne ﬁhis=—to sit down with Peterson
[uaintelligible] and tell him, just fill him in, take a few
minutes, as you have me, on your competitive situation with the
Japanese and what is going to happen if you continue on tﬁe
emission, inflation, and safety....

We've had a whole policy book on this...

Well,...

+..and we have set down and put ‘em on a screen presentation.
We've already given it to Paul'McCracken last summer.

Yeah, well, Paul, I know, is very familiar with your industry,
but Peterson now is the head of this investment economic policy

thing, and he's, we had, uh, a lot of reading. But it would be

worth, just let him hear exactly, you know, uh, uh, uh, exactly
as you presented it in terms of how decisions we make may make
our industry noncompetitive with the Japs. I can see that, as we _

have these damn gadgets, and the [unintelligible] light on the
seat belts is enough.

Yes.
Uk, I say...
[Unintelligible].

«eo{unintelligible] the whole thing. Not on my car, never.

[Unintelligible].
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Never.
(Laughs)
Never. I'll [unintelligible].

(Laughs)

The dealer's not allowed to take it off. That's another thing,
"cause then he's in violation of the law, too, you see, so

you...
[Unintelligible]

...take it to an independent garage. He can do it.

Yeah. [Unintelligible] car.

Next thing [unintelligible] cars.

Look around and, uh, and, and, baby, baby bug-buggies. I know.
It's, uh, well, I shouldn't express, I shouldn't pre—judge the
case, and I will not. And that's what counts. 1I'll...
[Unintelligible]

...have to look at the situation, and I will on the air bag thing
and the rest. And, uh, and, uh, but, but I think this is an
element ghat had, you see, goes beyond the DOT because it
involves America's competitive position, it involves the health
of the economy, uh, it involves a lot of things. I mean, now,
maybe we can get along this year and maybe next year. But then
the next year, because you're, you say that right now you're
making up your '74 models?

Oh, they're already in the cau.

They're just about canned.

[Unintelligiblel].

That's the way 1t works?
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Yeah. [Unintelligible].
[Unintelligible].

I think there are many things in DOT, Mr. President...

Un-hum.
...that could be done if industry [unintelligible]...

Um, like....

...that you could do by, you know, just callin' 'em up. 1'd just

say, "Well, let's get some...”

Yeah, yeah, yeah.
"eeecost—effectiveness....”

I want to find out, I want to find out what the situation is, is,
cost~effectiveness is the word.

That*'s right.

{Unintelligible]. I don't care whether it's environment. Now

even on that one, of course, I, I, I mean, I mean, I may be in

the minority here, and I think maybe you [unintelligible]

impression [unintelligible]. We all feel that's the problem.

You realize the problem. The industry's doing a whole lot in the
environment field, I wean, in, in the pollution field. Emissions

you call them. Uh, the, the question as to whether, whether that

'75 kick is, ubh,...

[Unintelligible] we'll abide by its standards.

There's a law, but notice the law requires, I'm simply saying,
John, there the law has moved, and that shows you the problem I

said that we are not dealing here with just what I believe...

[Unintelligible].

...and what we want to do for the industry and the rest. We all



want to do the right thing. The question is doing the right

thing at the right time and in a [unintelligible] way...

Ehrlichman: Right.

President: ...rather than doing it in a revolutionary way, too drastic a
way, that will just throw the baby out with the bath water.
That's what you prob—, that's the problem.

Ehrlichman: Do you, do you feel that there’s any balance in the government's
approach to this; in other words, is, is the industry represented
ar any point within the government in the environment thing? We
have some balance, because the Department of Commerce gives us
deoro

President: Yezn, lunintelligible]. ’

Ehrlichman: ...z, a sort of counterweight.

. Unknown: Rigct.

Ehrlichman: Hox .-

Unknown : [Ug:.’;ntelligible] .

Ehrlichman: ....=ow, is there any of that in the safety area?

President: Yow. n=ave, uh, is there an industry council or anything?

Ford: AThg::E'S a big kunintelligiblelguu

Unknown: [un:in;elligible]a

Ford: ....m=t up by the act when it was originally passed.

Ehrlichman: [Uﬁzjntelligible] advisory [unintelligible].

Unknown: [u'n:;'—ntelligible]o

Unknown: [ua::tntelligible] advisory [unintelligible].

Unknown: [u’:::":ncelligible] .

Ford: Bur— ., no, I'd have to (clears throat). I guess that's maybe one
of T problems‘. There iSceoe

e e e o .
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[Unintelligible]. What were you getting down to?

{Unintelligible].

[Unintelligible] an individual basis.

You, you try tOe...

[Unintelligible] the whole industry don't stick together on this,
the Dodge, G.M., Ford, naturally Chrysler [unintelligible]

this. I mean, the point is that when you really come down to it,
is that, uh, [unintelligible] the [unintelligible] while one
might be able to do it, the problems of all are really involved
here. Down the road, if you continue in this kick....

Right.

You see, what it is, too, is that we are, we are now becoming
obsessed with the idea that...

Um-hun.

ceea lot of, what, what it really gets down to is that, uh,
[unintelligible], uh, it, it is, uh, [unintelligible] progress,
[unintelligible] industrialization, ipso facto, is bad. The
great life 1s to have it like when the Indians were here. You
know how the Indians lived? Dirty, filchy, horrible.

(Laughs)

Well,...

[Unintelligible].

Thank you very much.

[Unintelligible] appreciate [unintelligible]. [Unintelligible].

[Unintelligible].

Now, John is your contact here [unintelligible].

All right.
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President:
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Unknown:

Naturally, uh, Paul, of course, has been, but John just on DOT
things [unintelligible}. And, uh, let me see the Volpe thing.
All right.

[Unintelligible] and, uh, particularly with regard to this, uh,
this air bag thing. I, I don't know, I, I may be wrong.
[Unintelligible]. Thank you.

I will not judge it until I hear the other side.
[Unintelligible].

Thank you.

[Unintelligible].

I appreciate [unintelligible] this. {[Unintelligible]. Oh,

[unintelligible].

Iacocca, Ford, and Ehrlichman left at 11:43 A.M.
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PARTS OF A (DNVERSATION AMONG

THE PRESIDENT, JOHN D. EHRLICHMAN, PETER G. PETERSON, AND JAMES M. ROCHE

President:

e ——

IN THE OVAL OFF1CE
ON MAY 13, 1971, AT 2:34 P.M.

PART 1

I thought it would be Qsef‘ul, if, er, if we could reach ocut
to, ah, [unintelligible], uh, about, uh, about, uh, about-a
couple of things that, uh, that I think you're already.
familiar with. ﬂJohn Ehrlichman on this whole safety thing,
the environment and the rest. [Unint.]. And, after that,
uh, I'd 1ike for Pete to go into the, to, uh, [unint.] the
[unint.]. Now, let me begin with, if I can, w?.tth my own
views an uh, which I, uh, understand frcm John, that you,
you incorporated some of this into a speech which I would

thoroughly endorse [unint.] candid about it. Uh, all of us

want to clean up the environment. Everybody is for safety

[unint.] that proposition. Second, there & lot of people
who [clears throat], who claim that they want to clean up

the environment and are for the safety, and 1in, in the name



Roche:

President:

Untmoan person:

of those causes really are out to destroy the system.
Right.

Now, uh, also there are well-meaning people who want to
clean up the environment and safety and who don't really
want to destroy the system, and, but are so obsessed with

the issue that they don't lock at the cost—in other words,
the cost/benefit ratio. Er, hell , everything that w-, man

does, he does something bad to the earth for something

good. Un, I rean it's a question of, uh, uvh, it's a—

lance.



President:

-—question of balance, and [unint.] only. My views, I have
expressed publicly and privately and I expressed in more—
stronger, stronger privately. But, I am very mich
concerned by those, by the attempts of those who use the
environment and the safety issue, to use two, or
consumerism in its broader aspects, uh, for what I think
are very detrimental“ and negat.:ive parposes. Now, uh, we
hav; to right sort of a delaying actlon here. We have to
fight a .delaying action because it's basically, uh,
[unint.] the House and the Ser}ate all rt?ad the polls and
that sort of thing on these issues. Un, the;i, uh, uh, it's
the old story. You can't beat something with nothing. -So,
uh, so therefore, uh, we have an environmental program, we
got a safety program, and all the rest. But, you [unint.]
I am, I am, I am extremely aware of the, of the difficﬁit
position that we put mary American businesses in by going

overboard on these issves. I'm aware, for example, in the

field of automobiles that, uh, when we have, these, er, the



Roche:

President:

Roche:

safety standards were too rigid. That, uh, and too, that
[unint.] that inevitably it simply weakens an already
terribly weak competitive positicn with the cheaper,

smaller European and Japanese—

[(Onint.]

—cars. 3o, uh, for that reason I have played a very hard
game with our own people. John Ehrlichman is handling
Ruckelshaus. Uh, w2 do as well as we can, having in mind
that we have heavy legislative and,’ uh, p'r'ejssur'es here.
But, uh, we'll, uh, we'll find ways to deal with that
situation. On the safety side, .I can only say that I think

that most of those pzople are crazy. I mean, uh, the seat

“belt thing with, uh, with the siren going off or the lights

flashing and all that sort of thing. Ridiculous.

Ridiculous.



o

P{‘esident: All ridiculous, and, uh, it's gonna be stopped, or, if it
hasn't been. 'The air bag is what really convinced ne.
When I heard of that nutty thing and when the air things
come flying off and this and that and the other thing and,
and they can't even get anybody to test it, from what I

understand, or some can't get 'em tested.

Roche: [Onint.]

President: But, anyway, anyway, we're not gonna hav.e it. Ve're not
gonna have it. Now, in, in this field what we really need
from you, and what we need from your colleagues in the
industry, is that let's be damn sure that, that, I mean,
uh, you mean, you, you've got to get on the mountain top,
of course. You've gotta be a, basically a business
statesman. -All presidents of G.M. have to be, because

you're so big.
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Roche:

President:

[Unint.]

You've got to be. You, you couldn't survive in, in, in the
world today without, without that kind of an‘ lmage, so
called. Now,'on the pther hand, if you will, eh, you, 1
want you to have in mind that here, in this place, you have
a group of people, at least at the White House level, and

we of course have some influence in the :Adrninistr-ation—j.

[Unint.]

But, uh, we, ah, you have pe-, you have p=ople who
philosophically are, are very much in your corner in terms
of your competitive position, uh, in terms of, of, of, of,
of, of, uh, trying to defend the sy;tem, the business
interests and %o Torth against urwarranted and sometimes,

uh, i-it seems to be very unwise attacks. And, if, uh, so

if you will, through Enrlichman, uh, where he, er—I guess

o

- — — ] N




Ehrlichman: On these subjecfcs, I think so.
| President: ‘ On safety and environment, you [unint..] 'Ehr'lichman.
Ehrlichman: [Unint.]
Fresident: And his ran, or if you, it's important enough, just.cai]
him.
FRoche: Thark you.
President: Uh, he knows how I feel about:, it.
Ehrlichman: Either, either Peter Flanigan or I, er—

" President: Peter Flanigan—

Ehrlichman: —-or inter‘changeably: uh,



President:

Roche:

President:

Roche:

President:

Roche:

9

Flanigan [unint.].

[Unint.]

[Unint.] you can have, and uh, we'll [unint.] Flanigan
{unint.] know him. Uh, so that's, that's it in a nutshe

on that subject. So—
[Unint.]

[Unint.] Gon't know, ut, uh, vh, a-z-and also in, in, ir
the industry when you're talking to [unint.] friends, yo

tell ‘em, you know.

That's very, very good. I think that's a very constructi

attitude, and I thirk that, uh, as far as we're concerned

we appreciate it very much, Mr. President. Ah, [unint.]

we're, we're dealing with something that's highly
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President:

Roche:
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9

emotional; we're dealing with something that's highly

technical that people just don't understand.

Sure.

If we have an answer to [unint.] the intermal combustion

engine with all its heat and all the pressure and then

everything else that's going [unint.].
Yeah.

[Unint.], er. And we uh, and we don't have, we don't have
the [unint.] standards that we, that we're talking about,

but we're working very hard. And we're coming close. And

we still don't have the [unint.].

[Unint.]
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Roche: Uh, fram a safety stardpoint, uh, the, uh--we've been
working on safety for a long time. And all you have to do

B is to lock at our record of safety in the United States
against any other country in the world. And I understand
in the area of safety that, that are present in our
vehicles. The industry continues to take the brunt of this
battle, uh, uh, notwithstanding the fact that, uh, up to
nov the Washington 'garety law, vh, [unint.] legislation
that was supposed to require the er, the [_unit.] drivers
and [unint.] the states, ah, has not been implemented to
ary great extent at all. What we need, and er, [unint.]

enforcement, with half of, half of the accidents being

caused by people when they‘'re drinking.
President: That's right.

Roche: And it's just guite obvious that we can never btuild a

vehicle to handle-—.
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President : The driver rather than the car. -

Roche: That's right, and, you lock around, you look at some of the
| ;)ld, c—-c-cars that are an the, an the highways today.
They 're improperly maintained. They haven't got good
tires. They haven:t got good brakés. They haven't got
good steering. People are reluctant to come to [unint.]
maintenance, unless it's absolutely necessary. Some form

of compulsory inspection has got to come before we, we're

really going to get [unint.] this problem.

President: Umn~hum.

Roche: But we can keep [unint.] payments if we added it [unint.]

on avtomobiles.

’ President: Oh!
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President:

Roche:

President:

Unknown:

Roche:

And if we can figure [unint.].

But, I've not been [unint.].

You said something about the alr bags.  The air.basgs .
funint.] nﬂ.ghtube%_“}g.klt%dvggrig .out. .But .there are Just -

@‘im r;-

terrific problems involved on them. Now, first of all, uh,.
nobody knows whether it will last the life of - the car. Uh,

nobody knows what an [unint.] inadvertant firing will do.

[Onint.]
[Unint.]

[Unint.]

Er, if the thing goes off, er, when we don't expect 1t,

then what will [unint.]
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Roche:

Peterson:.

“oche:

Ehrlichman:

Roche:

@

The driver'll have an accident.

And then, yeah, and then, on top of this is, is, is

—

[unint.] some appreciation of the legal 1iability that,

uh.__
Right.

—that would be present in this thing. Uh, getting down
the road, uh, say you [unint.]} it went off too soon or it

didn't go off when 1t wes supposed to.

Unr—-hum.

Sa, these are things, Mr. President, that, uh, concern us

- -

in this [unint.] as I say, I-—.



President:

Roche:

President:

che:

>sident:

Well, the thing is that we have got to, uh, that, that the
pendulum has swung too fap.

. .-

That's right.

It's swung too I‘ar agalnst business: against your
business. And I know it. And, ah, and maybe we can—well
I, uh, have not been as, uh, careful about it as we should
have. But we were basiAcally Tighting, uh,—we, we have a,
a Congress which is leaning in that direction. It's not
(unint.], but uh—. [Unint.] On the other hand I d?’ but
we, but, but we are determined to, uh, to try to reverse

the damage as much as we can.
Well, this is [unint.] and,—

[Unint.]
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Roche: I know that you are and that I [unint.].

Presideﬁt: -[;Jnint.] And 1. Just hope that we can, uh, but you gotta
get me the arguments. It would be helpful if, er
[unint.]. And, and the whole thrust has got to be we Just‘
Xeep the thrust cn jobs. [Unint.] that's the way it just

has to‘be, absolutely convince those other people.

Unknown person: [(Unint.]
Enhrlichman: Go to labor unions.

Roche: That's something that people understand.

I, uh—. Sure, sure. VWhat do they want to do? Do they

-

President:

wanna, they wamna have all these darned, uh, requirerfnts,

and then send the Jjobs to Germany and Japan?
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'‘r. ient: - But, anyway, as far as I'm concerned—-
oche: Yeah., ..
resident: —you put the darn air bags in that car, or those crazy

lights and seat belts, and I'11 never buy another

Oldsmobile.

% [Unint.] people are looking at trying to meet, trying to

meet the '73 standard right now. Uh, [unint.]—

esident: For which: safety or environmental?

che: Vell, it's for safety.

esid_ent: Yeah.
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President:

Roche:

Ehrlichman:
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Roche:

President: ~
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Anh, [unint.] the cars [unint.] policy calls for completely
passive systems. So what we're trying to [unint.]. But we
can't have the air bags, I mean in '73. Yet we're supposed

to have a passive system.

What the hell do they think?

Well there, when yéu look at what thls means, at, er, you
get in the—. [Unint.] you opening the door of the car and
all of these belts fly in place. And then you sit down and

you close the door. And all these things lock
autamatically. So you gotta be belted in. But it looks,

it looks just 1ike you [unint.] a circus tent. [Unint.]
[Laughter]
[Unint.]

Is that required now?



18

Roche: It's going to be required, er, either this or the air bag
by 1974. -

President: | Oh, mno, no, no, no.

Ehrlichman: Tis is the regulation we—

President: | [Unint.] -

Ehrlichman: | Tis is the regulation we're wo.r'king on.

Roches Yeah.

President: No [unint.]
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Ehrlichman: And, uh, it'll be about & month before anything surfaces on
this—

Roche: Very good.

Ehrlichran: —ah, procedurally. So this is for your private

information at this point. But, uh, this, this whole

subject is, uh, very definitely, uh—

Roche: [Unint.]

President: Under review.

Ehrlichmen: Well, it's more than review. And, I, uh—
President: ' ~Yeah, yeah, yeah.

Ehrlich-en: [Unint.]
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President: Well, we're, we're trying to do it, and, we you just—, I
think the best thing for you is to just act as though you

.expect it all to happen.

Roche: . [Laughter]

President: - let me—. .

Roche: (Unint.]

President: Just let me tell you that, ;h, it's sure is gonna happen

ard we'll, we'll do our best.

Roche: Well—.

President: And, uh, but, what we have to do, John, is to get a hold of

those nuts over there in that department.
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Ehrlichman:

President:

Ehrlichman:

President:

Ehrlichman:

Presicant:
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Ah, we have 'em, Mr. President. I've got a letter here for

you that, uh—-

Well, Qhat I menant—w

—Iindicates that, uh,—

—1is that; is it basically—

—Department of Transportation, the Bureau of—.
How long has 1t been there? ~

Oh, it's been there quite a while.

Is 1t someone we appointed?
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Roche:
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[Unint.] Well, there's a man there that we appointed,
who 1s & victim of the system partly and partly is a

zealot, and uh,---.

Change him.

And, and partly a victim of the, of the publicity that ¢

{unint.].
Should he be changed?
[Unint.]

He has, uh, yielded to what he considers to be ove;m'}xelxnj
public pressure for this thing—and, uh, without any
balance in it, as near as I call tell. Unh, the Secretary
understands the problem. He acquiesces in your view on

this. And-—
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President:

Ehrlichman:

Presidgent:

Ehrlichman:

President:

Ehrlichman:

23

[Unint.]

—I think in about thirty days we'll have 'em both o

track.

Alr bags and the rest [unint.]?

Well, 1t's; its all covered under one regulation. Is this,

er,—.

Yeah. The way to do it, the way to handle it politically

is very simple: delay.
well"'—'.

Just delay.

Ir procedurally;
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President:

Roche:

Enrlichman:

President:

Ehrlichman:
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Just delay about, about ten years.

—procedurally, the manufacturers have filed' petitions for

-

reconsideration.

Right.

That's right.

And the reconsideration process is underway. And on sbout

the 14th of June is the final date for ection on those

petitions. So, that's the timeframe within which we're

working.

You know what, what I [eel about 1t.

Yes, sir.
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President:

Roche:
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I had this [unint.].

[Unint.]

You see;, I couldn't say [unint.]—
[Onint.]

—basically, & court thing. But it is not.

No.

It's a dann‘regulation. Under law, as I understand. And

let me say that I never want to see it again an my—. I

didn't know this law [unint.]. I thirk that that kind of

regulation, you know, is just [unint.] that affects ec-,

economic and ecénomic impact and that sort of—Jchn, you,
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as a lawyer. And I am a lawyer. Your lawyer is gonna—

Roche: —gonna telephone.

President: Well, it's, its, wrong. If—you, you cannot have that Jdind
of uh, e-en-enormous impact without uh, uh—. ([Unint.] I

can't imagine Congress passing such a law.

L]

Ehrlichman: Well, the Congress is swept up in a rumber of these

[unint.] things.

President: Right, yeah.

Ehrlichian: The, uh, air quality standards hearings are going on now
before Bi1ll Ruckelshaus. ] .

President: Oh, yes.

Enrlichran: And, this was a.plece of very tough legislation. .-



President:

Ehrlichman:

President:

Ehrlichman:

President:

Me:

President:

-.«rlichman:

Well, the ailr quality, the air quality is, has one that, is

one that has more appeal to people than the other.

~ Well, -

(Unint.]
Well, it has direct economic impact on jobs.
[Unint.]

[Unint.] us.
[Uhint.j; particularly in '75 [unint.].

We found that we could—politically, we found ourselves in

the situation where we could rot go up and simply say to
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President: Olj, no.

Enrlichmans —alir quality regulatg:ion.s.,

President: No, we [unint.]

Ehrlichman: So, we tried to sof'ten that. )

Roche: Then you can't be agaihst safety, either. But, uh—.
President: Yeah, [unint.]

Roche: ' W'hen, :«hen. you take thg .air bags or take the seat.‘belts and

ity

- the “shoulder hamesses,tuh, »uh,_ aboutd_35 ‘pgrcent of the
people that “ever™Use the 'seat belt: And there's only about

4 percent of thé people-that -ever use the shoulder harness.
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President:
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President:
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Now, you, you should use them. If you're going to have an

. =

accident your're—

Ch, och.

—a lot better off to have“ them than you are without

them. But, the fact remains that they don't use’ them. And
now, what this 1s is making a:nis finding a way to make the
use of this stuff mandatory. And, and, and, of course 1t's

going to raise the price of our products—

I think—

—[Unint.]

—I think you [unint.] a point, a point that you made that,

of course, if the car is more and more safe, then—. And

—a?

ours, ours are safest. But, it really gets down to



“oche: Yes, sir.

,:‘*nesident: They ;ca.re you to deathl
" >che: [Unint.].
" esident: [Unint.]
che: Vell, [unint..] not bad there.
esident: Eighty, eight;y—five miles an hour. [Unint.]’
'he: They just, they just put the accelerator cn the floorboard

and-away they go.
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’ er—,
President: Incredible.
Roche: About 2 1/2 times more than [unint.]
President: [Unint.]) ..
Roche: Japan has four tlx;)es what our is. England is twice =s
[unint.]
President: Yeah, yeah. You see, the thing about our accident rate:

. people pomt out that more people are lost each year in
autamobile accidents than were killed or wiil be killed in
the whole war in Vietnam. True. But the thing that

:everybocly Tforgets is how many damn cars we've got.

‘ Roche: Er—.

-y -

Fresident: Everybody's drivihg one of these monstrosities. Or
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President:

Roche:

President:

Unknown person:

President:

Unknown person:

President:

these—. You know, it's a weapon.

And then we,--

[Unint.]

—and then we couldn't sell [unint.]

32

I could never drive 1like that.

[Laughter]

You know, I haven't driven a car in elight or ten years.

[Unint.]

Well, because of the—when I'm in California I could, tut

{unint.] I [unint.] leam how to do it now.

P

practice.

You get out of
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President:

Roche:

President:

Roche:

President:

Roche:

President:

Exnrlichman:
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Q

Yeah. You have to learn all over again.

You've gotta learn all over again.

[Unint.]

You get aut on a (alifornia freeway with an automoblle,

you've gotta practice a little.

I'm sure you do all right.

[Unint.] going seventy miles an hour, and you're driving
car long, you've gotta know whether to turn off here or

there.

[Unint.]

You really wanna be out—.

It's a frame of mind. .
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President:

Roche:

President:

President:
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That's right.

[Laughs]
Now, the other subject, uh. But, let me say that [unint
mentioned it. ~Whoever gets [unint.] is, uh, well, is

[unint.] If you'll, er, through—you get in touch with

Peter, with Pete Flanigan. You're starting—
[Unint.]
—on this.

—appreciate that [unint.].

And, and also, the thing to do is to handle it very

discreetly.
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President:

Roche:
President:
Roche:

President:

Unimown person:

President:
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Right.
We told—when Ford was here, he, he ra-raised a couple of
these points. But, the thing is: be very discreet.:
Because if it,” Af it Just loocks like well, it's the White
House doin' if, [unint.]
Well, that'll, that'll never [unint.]
On the other hand, just let us do it. And if, uh—.
[Unint.] appreciate that.
Now, let's come to the, the Pete's, uh—.

[Unint.]

Why don't you talk a 1little the subject you talked about

this morning? [Unint.] -
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President:

Unknown persons:

Peterson:

President:

Peterson:

President:

Peterson:

. 36

Well, I've already [unint.] you.

I know that you've got good audience, tut let's [unint.]

[Unint.] [Laughter] [Unint.]

I don't think that the next couple of—.

[Unint.] see you follow upon this.

A1l right, I, vh—.

Fave, have you discussed with him the business about the

Japanese, uh, restrictions, and so forth?

;Yeah, in general terms, not quite as specific as you

[unint.]
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;’resident: Well, we aren't able to say yet what we're gonma do, but
- we're thinking about it.

Peterson: " Yeah.

President: . W; don't know what we're gonn; do yet. .

Peterson: [Onint. ],‘ »’thw ‘
President: Pete and Connally éme gonna sit down and try to hammer out

samething.

Roche: Er, [unint.].
Presidant:_ It's ridiculous, it's ridiculous for them to put all those

regulations on [unint.]. “And then for us not—.
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Roches:

President:

Roche:

President:

Roche:

Pre=ident:

Peterson:

Roche:

Plus we had [unint.] market [unint.] all. Uh, I think,
however, that the Japanese are um, um, um, are very puch

concerned about the United States attitude.

Sure.

I jJust came from [unint.]. As I told Pete—.

[unint.]

In terms of [unint.].

[Unint.] exported there. The one—not their biggest, but

the one that they [unint.]—.

[Onint.]

[Unint.]
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Going to be the biggest.

It's, well, it's going to have to be, Mr. President.’
They've got, uh, Ja-Japan noW is the second largest
.prtoducer of"vehicles in the world. _Uh, but, uh, th.ey, up,
£o now, they've been able to get by with, uh, absorbing
most of their b;oduction in, in Japan. But, uh, but I
think they'ré gonna reach the saturation point in vehicles

'in Japan. And that helping—.

[Unint.]

—sustain [unint.] capacity [unint.)] on the basis of their

domestic market, which has the ranged fram fifteen to

twenty—

[Unint.]
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President:

Roche:

Peterson
Roche:
Peterson:

President:
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——percent In most cases, uh, of their total production.

They're approaching a point where they're gonna have to

export probably fifty or sixty percent of their, of, uh—
[Unint.]

— [unint.] in order to be viable. And we haven't come up

to that broblem yet.
Right. And that's the one you—
Yeah.

—wanna anticipate.

Well, of course we won't-—you, looking way down the road

[unint.] fram now they're gonna make it. Because you know,

v Py

basically, es the (hinese--well, this is, this is dreaming

W



Roche:

P S

Ml niN I KA THON

YA 3L R

h1

now, but it's gonma happen. The Chinese thirk about it.
Southeast Asjja begins to goup., I ueal;x, in other words,
the market down there, the kind of thing you can sell
[unint.] countries, I don't—Indonesia, and Thailand, and
China itself, and so Uf‘or{:h can tﬁm out to be a, Just, jJust

insatiable. But right now, in the next ten years, we have

a terrible crunch.

Right. That's where we're gonna have a crunch. We could
also have a crunch down the road, uh, with respect to that
uh, uh, uh—I don't know how free this trade is going to-
be. Uh, we, for example are tr'yir;g to get into Korea. Uh,
at the present time there [unint.] very limited market

funint.] the mirket. [unint.]. But the price of admission

in Korea is gonna be the establishment of a local Korean,

uh, automoblle industry. So Korea is not gonna be open to

‘em.

LI TR TSNP SO VPN
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President:

Roche:

President:

Roche:

President:
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Sp Korea's gonna build their own sutos?

Forea's gonna build their own automobiles. They gre—-
Yeah.

—the same as all these Latin Amarican countries, where
I Xnow.

—they're, they're trying to do. And, and then when yc

get to China, uh, uh, uh, uh [unint.],—
They'll have theirs.

Th-, they'll have thelr own operation.

They have theirs now.
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President:
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Or they'll have it on a kind of [unint.]. They'll have it
on a basis where [unint.] if you're gonna participate in
the economy, you're gonma build them in Chim 1nstead be,

um, Instead ofo in Japan.

I see.

Mr. Pmsident, if you'd like, I can—
[Unint.]

@

—reveal, outline the strategy. Um, [unint.] that there

are at least three things we very much want {rom the

Japanese: ane is the significant revaluation of the yen; -

the second is the 1ifting of the investment restrictions;

and the third is the major curtailment of all those

restrictions you and I talked about on imports. .
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I agree.

Now my thesis is that while they will talk about

liberalization, and talk frequently and openly about 1it,-
Yeah.

—the speed of that l1liberalization will be u-, very

unsatisfactory fram our standpoint.

Right.

And therefore, the way to get 'em to speed it up is to ta
something and anticipate it that 35 of great 1mpor'tance t
them. And simply withhold it until, uh, we resolve—not .
destructive, uh, situation; but one tﬁat's fair and

equitable.

Right.
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And my view is as I lock at their steel plamh'zg for

'74 and 'S--tremendous expansion. You would know more tha
I about this, but I assume they're planning to use a lot o
that steel in antomobiles. They lock like they're plannm
major [unint.]. And I think automoblles may be that happy
product that's on [unint.] that they're planning on. And
any thought that,vuh, thatr might be curtailled is li.ke_ly to
have a great deal more effect cn speeding this up than
something they've already achieved. And that's in a

nutshell what we're talking about.

Un, I thirk that this is the only language they will

understand, I think they're learning a [unint.] about

[unint.] I thirk uh, that, uh, that, that they are going

to balk us right down to the last, to the last mut. We're

trying to make & deal over there with a company.
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Peterson: Would you tell the President, uh, what some of the

restrictions are they're putting on you—
Roche: Well—.

Peterson: _ —so that you can hear "em? My credibility is In doubt at

the moment and I'd 1ike to [unint.].

Roche: Well, well, um, first of all, we, uh, we, we export to
Japan U.S. cars, Australian cars, German cars, English cam
[unint.]. Combined, we do ane-tenth of one percent of the

business with all these. And then [unint.].
President: ‘ The point, is it worth 1t? o

Roche: éut . That—

- - . ~ “ : -
- -

-

"President: It isn't worth it—
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President:

Roche:

President:

Roche:
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No.

—to even have a dealer.

No, no, well we could, we have, I thirnk, thirteen dealers
over there, and we have a hell of a time trying to support
them.

Yeah.

But they're they, they've imposed taxes on us; they impose

weight taxes, length taxes. They impose um, um, surtaxes,

duties. 'he problem is, as, as I told Pete, down, down, in

Hot Springs, there,—

Yeah.

—a Cadillac costs thirty thousand dollars over there. And

=

I think they‘'ve been very stupid for the United States o
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Roche:
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because of--first of all, we can't campete, even if they
took everything off. Uh, there's no narket. for United
States cars in Japan. If they were smart, they would, the
would, they would say, "Well, all right, we'1l Justtake
all our, all c;ur restrictions off," and nothing can conpei
with them in this, this market over there Awit‘n,’ w:lth an
imported [unint.] for what novelty v;ﬂtie a car mgy have.
Un, tut, uh, I think that in a very short study that they
could have taken a lot of the heat, uh, off of themselves

if they, ir they would, uh, do this.

Could you tell the President about your joint venture and

how [unint.]—
Yeah, well,-—

—[Unint.].
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—well, we, we are, uh, are tryi.ng to buy a little campany
over there. It, uh, it manufactures panel trucks,
primarily, two passenger cars, [unint.] the name of
Isuzu. And, uh, they have a, pmviision over there that no
§1ng1e outside,g uh? interest can own [unint.] percent of
the stock, and that no combin;ﬁion of ocutsiders can own
over twenty percent of the stock, of which is the position
that they, they take. ‘ﬁm, whén you get up to the twenty

percent, taking all this [unint.].
Urn—hum.

So, um, each cne of our subsidiaries would qualify for, uh,

an outsider so, uh, they, they've been trying to restrict

“us to twenty percent. We're urwilling to go in that

business with a Wentg; percent interest. [Unint.] and we '

have [unint.] we have realized that you can't get, uh, thit

-

[unint.]. We're holding out for thirty-five percent
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interest because, er, it would, uh, with thirty-five
percent interest, uh, take a third, a third interest and
block any change in the by-laws of a corporation in
Japan. So, we have, we, we've at least [minf.] that

measure of protection. And—

[Unint.] him about meking available technology and this

sort of thing?

Unh, they, they would like to have an, er, an agreement
whereby we will share technology, particularly in the uh,
vh, in envirommental and in the, th, safety areas. But

primari-, primarily what' they want fram us, I thirk is, uh,

~is, uh, help in designing passenger cars. Then they'll be

[unint.] able to become competitive in the Japanese market
which the one they're building now is not. [Unint.] the
truck [unint.]. Filnally, they're at odds, with, with

=

everybody in government and the Ministry of Foreign Trade
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[unint.], and I get the same story everywhere. Um, Gene
Mptors is a blg corporation; the Japanese people expect

blg corporation 1ike that to be very generous. [Unint..

Japanl|
Fhrlichman: ‘Little weak— .
Unimown person: I'm not—. )
Ehrlichman: ——-li_ttie weak people.
[Laughter]
Roche: Yeah. - Really weak. The tallez.' the tree, tﬁe stronger ti

wind, you know, this, this kind of stuff. And what it al
boiled down to, through, was that they, uh, wanted us to

agree to a twenty percent interest,—
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Huh! Godl
—which we, which we are not going to do.

Be out of your mind.

I made that very, I made that very clear to them. So, uh,
but we still don't have the thing locked up [unint.]. And,
vh, [unint.] and Miyazawa had to leave for Sydney,

Australia [unint.]

Well, Miyazawa told us that they had liberalized this
restriction, and now our campanies were eligible to bwy

fifty percent.

Yeah, but this 1s a different job. There're two things:
[unint.] if we went, if we went in there with a joint

venture to set up a new compary,—
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—to say sssemble a car, then we could have a fifty per

cent—

I see.

—intereét. But with Esuzu is, 8, is a;-
—established

—established—

I see.

—Japanese company, and they draw the line, uh, on that.

And this 1s of course, 1s one of the things that uh
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[unint.].

Pmsidenf: . Now, let's talk about the other thing, uh [unint.].



Roche:

President:

Peterson:

Roche:

25

Part II

Er, as [unint.] mentions, in some regard we're gomna becor
a service agent. The United States can never afford to

become a service agent. Cannot—.

[Onint.] I, I, I agree [unint.] What does, what does
that—you mean like Britain, in effect. Is that where the

are?

Much more [unint.]

Yes, we'd be exactly like Britém, plus the fact that ther
we'd be a sitting duck for afwbo@ else who war')ted to take
another approach. I think w.e've .go.t to naintain our, our
basic i:;dustries, and we've got to maintain a, a good

strong, viable, competitive, uh, ope;:_ation here in the

Ed
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United States that way, i we're, if we're gonna live in
the world. And that this theory has been advanced of, you
¥now, uh, of, uh, of, uh, I guess it was & French writer

here funint.], eight months ago—

-——

President: Yeah.

Roche: —uh, about, uh, that, that every mation ocught to carve \Up

what they can best do. Uh, they made,—

President: [Unint.]
Roche: —they made the suggestion that the Japs can build
automobiles.

President: Yeah.
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Roche: And maybe we can build chemicals. Maybe we can provide
.- services, and maybe sameone else should build the steel.
Somebody else should, uh, make the textiles or songtbihg.

And, uh, that, now that philosophy, I think would be just .

suicidal course for the United States.

President: What do yau think?

Peterson: That's exactly what I'm talking sbout in a minimm

econany. 1 think—

President: Why, why do you think it's suicidal, uh—?
Peterson: : I thirk fram a power standpoint—.
President: You'll hear if, if, even George Shultz will. And all t

- pundits say everybody should do what 1s best. You don*
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" President:

Peterson:

President:
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I thirk that's a marvelous theory on, uh, lowering prices

and that side of the fence part of it.

Yeah.

But let's look at America in two different ways. As a

.
power 1n the world, A,—

Yeah.

—and how we're perceived and how we see others percelved

and hos we perceive of ourselves. And I've been doing some

thinking about that, and I've tried to imagine us without

; several basic industries, and what would happen when the

crunch was on. Not just in an emergency sense, tut in a

pover sense, in a trading sense, and so forth. " And I have

a feeling we'd be looked at very differently.
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Roche: " [Unint.] do, too. I don't thirk we are [unint.] If we
ever -[clears throat], if we ever achieve "peace on earth,

goodwill toward men,®™ that would be fine. But I think

we're far enough away from that so—

President: We're a long way.

Roche: —we, we've got to go in the other direction.
President: Yeah. We're going to get it [clears throat]; we will have,

uh, we'll have the first part. And we'll have peace in tht

absence of war, in my opinion. I think we can have that.

It's a po-, it's—
Roche: That'll be good.

President: —it's, it's in the cards, uh, perhaps within a matter of

few years, very shortly. But, but peace in the sense of
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"peace an earth,™ uh and "goodwill to men—" Yezh, well,
uh, th, I thirk that the, that the the Catholic translation
is a lot closer to the truth. As you know, it says "peace

to men of goodwill.™

Roche: Yeah.

President: Now.

Unknown person: [Onint.] effect.

President: : —you show me, it's really true. That's a very subtle
difference that a Ca-, th-, [unint.]. They make—, the,-
the Catholic version of the Bible [unmt.] "peace to men ¢

goodwill."®

Roche: [Unint.]




President:

Roche:

Presidgnt:

Roche:

President:

And, uh, basically if you say peace to men of goodwill,
that's uh, that 1s a long time hence. Now, that doesn't
mean that we, er, that we can't, uh, do some awfully

generous things. And we have,

[Unint.]

—continued to. But I think, I just think that this
country--well, t-take even ag-, well, ag.r'icultune happens
to be a place where we are rmmber one; .we'll probably
remain. But I don't thirk it would be healthy for the
United States to qdit beipg, to quit having, er,er, er, 1

agricultural production. I Jjust think,—

[Unint.]

—think it's good to have a few [unint.]
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Unknown person: [Unint.]

President: 1 think it's good to have farmers and—
Roches Ifr, if, if [unint.]
o !
President: —Huh?
Roche: If it's wonderful to have farmers, then we have to
maintain—
President: . Huh?
Roche: —that kind of a system.
President: . Yeah. I 1like that. I have, by God I always want a steel

P~

:Lndustr}—-»




Unknown person: - Yeah.

President: —3in this country.

Peterson: - That's right. . |

President: - And I want an automobile industry.

Roche: And you kant a, you want a chemical mdustr:y.

President: Yeah, and a, and a chemical industry. You want
agricﬁlture.

Roche: | Yeah. .

Pr-esident: . I don't think we should have given up what is it—radlos

that we've given up? We don't make those, or is 1t

- cameras? No, we meke cameras, don't we?




"

Roche

Ntarineal Archives and Records Sersace L

]

64

Oh, radios and electronie, er, recorders.

[END of A 65]
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