CAMPAIGN FINANCING

The Land of Milk and Money

During his televised session with news-
paper managing editors in Orlando,
President Nixon was so anxious to ex-
plain one of the potential scandals hov-
ering over his Administration that he
repeatedly invited questions about it.
“Would you mind asking me about the
milk?” he pleaded with one interrogator.
When no one did, the President proceed-
ed to ask and answer his own question.
A 1971 increase in federal milk price
supports, which added some $500 mil-
lion to the annual income of dairy farm-
ers, had absolutely no connection, as
many have charged, with campaign con-
tributions from their professional orga-
nizations, Nixon said. The real reason
why he ordered the hike in price sup-
ports, the President insisted, is that the
Democratic Congress was on the verge
of legislating an even larger bonanza for
milk producers than the one he ap-
proved. Said Nixon: “Congress puta gun
to our head.” He acted only to prevent
that larger increase.

Another Round. This week the
Senate Watergate committee begins in-
quiring into that contention—plus a
good deal more about the tangled “milk
deal” than Nixon mentioned. From
background testimony, court deposi-
tions and other evidence pieced togeth-
er by TIME Correspondent Stanley
Cloud, it appears certain that the Pres-
ident will have to issue yet another round
of new and amended explanations about
his conduct in the affair. Moreover, the
scheduled witnesses include a onetime
Administration superstar who has thus
far stood clear of any Watergate shad-
ows: John Connally, Nixon’s Treasury
Secretary in 1971-72 and a presidential
hopeful for 1976. Connally’s summons
to provide testimony has already proved
politically embarrassing to him.

The contributions in question came
from political committees run by three
dairymen’s cooperatives, all of which
regularly and legally supply contribu-
tions to friendly candidates and lobby in
Washington for measures helpful to
their members. In the 1972 campaign,
the nation’s largest milk co-op, Associ-
ated Milk Producers Inc. (AMPI), spent
more to back candidates of both parties
($906,245) than any other organization
except for the political arm of the 14 mil-
lion member AFL-CIO. Precisely how
much the milk producers gave to the
Nixon re-election cause is unclear, but it
is at least $527,500, or more than five
times what corporate giants like Gulf
Qil and Phillips Petroleum ponied up.

AMPI officials had backed Hubert
Humphrey for President in 1968, and
they thus felt a special need to establish
relations with the victorious Nixon Ad-
ministration. According to AMPI Attor-
ney Jake Jacobsen, Jacobsen’s Washing-
ton law partner Milton P. Semer got in
touch with then Attorney General John
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Mitchell in mid-1969 to ask how the
milk producers might win the Admin-
istration’s attention. Mitchell recom-
mended that Semer see Herbert Kalm-
bach, the President’s personal attorney
and a key Nixon money man. In time,
Jacobsen has testified, “Kalmbach said
that he [Semer] ought to make a con-
tribution, and he did make a contribu-
tion.” Indeed he did. In August 1969,
says Jacobsen, Semer delivered $100,000
cash in AMPI funds to Kalmbach in Cal-
ifornia. The money was added to a $1.7
million surplus from Nixon’s 1968 cam-
paign and was eventually used for a va-
riety of purposes, including donations to
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congressional candidates in 1970, the
operations of White House “Special In-
vestigators” Tony Ulasewicz and John
Caulfield, and Nixon’s 1972 campaign.

The dairymen’s prime goal was an
increase in federal milk price supports,
a level set by the Government through
its own purchase of surplus commodities
and other means that are designed to
keep domestic prices high enough to en-
sure an adequate income to farmers. In
1970 the Administration raised support
levels by 38¢ per hundredweight to
$4.66, one of the biggest such increases
in the program’s history. No one has
charged that the price hike was any kind
of payoff. It was not long, however, be-
fore the Administration provided some
other goodies for the milk industry that
did come under suspicion.

New Money. On Dec. 16, 1970, an
AMPI attorney named Patrick J. Hill-
ings, who is a former Congressman from
Nixon’s old congressional district in
California, wrote the President a letter
declaring that “the time is ripe” to im-
pose import quotas on ice cream and
three other dairy products—a perfectly
normal request intended to cut the sup-
ply of foreign-produced dairy goods and
thus force up domestic prices. But in the
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same letter, Hillings informed the Pres-
ident that AMPI had been in touch with
his financial men to set up “appropriate
channels for AMPI to contribute $2,000,-
000 for your re-election.” Two weeks
later, Nixon issued an Executive proc-
lamation setting up import quotas on the
requested products.

Further, despite the increase in price
supports during 1970, milkmen in early
1971 decided that an offensive for still
higher prices was in order. Their efforts
were firmly resisted by then Agriculture
Secretary Clifford Hardin, hardly an en-
emy of the dairy industry, who argued
that higher support levels would stim-
ulate overproduction. But the milkmen
found a friend in Connally. According
to evidence given Ervin committee in-
vestigators by two AMPI officials, Har-
old Nelson and George Mehren, Con-
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HARDIN (LEFT) GREETING CONNALLY

nally met with representatives of
three milk co-ops—AMPI, Mid-America
Dairymen Inc. and Dairymen Inc.
—some time between March 12 and
March 23, 1971. There is testimony that
Connally told the milkmen that “new
money will have to come” if they want-
ed to see price supports boosted, an ac-
cusation that Connally denied.

Several milk executives have testi-
fied that on the same evening or shortly
thereafter they met Connally by acci-
dent at a small private airport adjacent
to Washington’s National Airport. Rob-
ert Lilly, the secretary of AMPI’s polit-
ical organization and one of those pres-
ent, recalled hearing Connally say
something like: “Go ahead with the new
contributions because it’s in the bag.”
Lilly has testified that he assumed Con-
nally was referring, by “it,” to the price-
support increase. Again, Connally has
denied saying any such thing. Whatever
the facts, officials of the three co-ops
agreed to divide AMPI’s $2,000,000 ob-
ligation among their groups, and AMPI
made a $10,000 payment to Nixon com:
mittees on March 22.

The very next day the dairymen
finally had an audience with the man
who was, among other things, the na-
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tion’s most notorious cottage cheese cus-
tomer. Nixon and other Administration
officials met with a dozen leaders of the
three co-ops to discuss price supports.
Later, the President held a follow-up
meeting with Hardin, Connally and
George Shultz, then director of the Of-
fice of Management and Budget, to dis-
cuss the milkmen’s arguments. That
evening, according to Ervin committee
testimony, Connally met yet again with
the co-op executives at a private home
in Washington to go over the results of
the busy day’s events. According to a
committee source, there is “multiple tes-
timony” that Connally took part in a dis-
cussion linking the dairy industry’s pro-
posed contributions with White House
policy on price supports.

Connally has testified that he can-
not recall that meeting. He did have one

ASHLEY—THE BLADE

“Sure your hands are clean, John?”

private discussion about price supports
with Jacobsen, but at no time put things
on the basis of paid-for favors. He said
that in talks with the President he fa-
vored the dairymen’s position but only
on economic grounds.

Meanwhile, as Nixon pointed out,
the dairymen were certainly not putting
all their milk in one can. Almost im-
mediately after Hardin began opposing
a price-support increase, legislation was
introduced in both houses of Congress
aimed at raising the level substantially.
Most called for an increase that would
have pegged milk prices to at least 85%
of parity, the idealized measure that has
traditionally denoted “full prosperity”
for US. farmers. The Congressional
push, as the President noted, was led by
Democrats, many of whom had received
contributions from milk producers dur-
ing their own recent campaigns.

On March 25, just two days after
Nixon had personally met with the
milkmen, Hardin announced that he
had changed his mind: milk support
prices would go up to $4.93 per cwt., or
85% of parity. Thus Nixon has a du-
bious point in claiming that he saved
money for consumers and the Govern-
ment, since his own plan was no less ex-
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pensive than most of those being con-
sidered by Congress. Moreover neither
house had actually passed a milk bill,
making Nixon’s claim about a gun at
his head somewhat extravagant; and the
President has rarely backed down on
other issues because of the artillery
against him in Congress. Finally the
timing of the decision was curious.
Curious on the other side was the
fact that early in 1972 John Mitchell’s
Justice Department charged AMPI with
antitrust violations in a 14-state area, a
blow that brought Connally back into
the picture. According to participants in
a meeting at Connally’s office on March
16, 1972, the Treasury Secretary tele-
phoned Mitchell (who by then had left
the Justice Department to run the Com-
mittee to Re-Elect the President) to
warn that the antitrust suit might jeop-
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ardize further milk campaign contribu-
tions. Connally admitted talking to
Mitchell about the suit but not in the
presence of the milkmen, and he denied
mentioning the campaign money. Nev-
ertheless, according to some of the milk
executives, Connally asked for and got
another $50,000 for Democrats for Nix-
on, which he headed, and various state
G.O.P. organizations.

Censored Memos. As with many
other presidential controversies, Nixon
could help substantiate his version of the
story by releasing evidence that is stored
in his files. In connection with a civil
suit filed by several consumer groups,
he has made public seven complete
memorandums and turned over 24 oth-
ers—six of them censored—to the US.
Circuit Court of Appeals for a ruling on
whether or not they should be released.
But White House Counsel Leonard Gar-
ment has maintained that 36 other
memos requested by the consumer
groups and the deleted portions of those
being held by the court are “central to
the decision-making process by the
President and his staff” and are thus pro-
tected by Executive privilege. Among
them are memos on Nixon’s face-to-face
meeting with the milk executives.



