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FOR HABIB FROM Aton:ca AND HUMMEL.

!. WE HAVE MET. AGAIN WITH TREASURV REPRESENThTIVE ‘
SOMMERFIELD ANU REVIEWED THE ENT?RF I38SUE OF AOEGUATﬁLY
DEFINING "NATIONALS 0OF THE PRC‘ ClR RELUCTANT CONCLUSION
1S THAT TO RRLY SOLELY ON THE LLAST SENTENCE OF PARAGRAPH 4
WOULD UNACCEFTABLY INCREASE BOTH TME AMOUNT OF L!TIGAT!ON
ANO THE LIKELIHOOD THAT THE US86 wDULO LOSE IN COURT CASES
INVOLVING 48 MUCH A8 DOLS 12 MILI ION, WHICH IS AT LEABT ONE
EIGHTH OF TOTAL FROZEN ABSETS, FFFECT, OF THIS WOULD _BE 10
RENDUCE AMOUNT AVAILABLE TO REIMBURSE U.S. CLAIMANTS yo A
LEVEL WHICK WE BELIEVE WOULD NOT, REPEAT NOT RE ACCEPTABLE
TO THE CLA!HAN?S CR TO CONGRESS fWHICH WILL HAVE To PASS,

NECESSARY AUT)ORIZINA LEGISLATTION TO IMPLEMENT ANY AGREEw
MENT REACHED N!TH THE PRC) «
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2, LANGUAGE IN THE LAST SENTENCE OF PARA 4 18 NNT REPEAY
NOT ACCEPYAB|.E ALONE BECAUSE IT NEFINES THE ASSETS RFPEAY
ASSETS OF "NATIONALS OF THE PRC" WHICH ARE BLOCKED, WITHw=
OUT NEFINING WHAT CONSTITUTES A WNATIOMAL," 1IN ORDER FOR
IT T0 BE VALID IN U,S, COURTS, THE DEFINITION WHICH WE ARE

SEEKING MUST CONTAIN SOME SPECIFTC REFFRENCE (WHICH THE
PREC EXPLICYTLY ANCEPTSY TU THE RPOAD DRFINITION OF THE
TERM CONTAINED IN FOREIGM ASSET LONTROL REGULATIONS,
RATHER THAN THE ORDINARY DEFINITYON WHICH WOULD OTHERWISE
PREVAIL,

3. ACCORDINGLY, WHETHER WE UBE THE PRESENT ADDITIONAL
LANGUAGE, SINE LPTTERS OR SOME OTHFR DEVICE, WE MUST HAVE
AN EXPLICIT LINK BETWEEN TERM “NATIONALS OF THE PRCM_YSED
IN THE AGREEMENT AND THE RELEVANT U,8. LAW AND REGULAe
TIONS, CASE OF SIN HUA TRUST ILLUSTRATES THE DIFFICULTIES
WHICH WQULD ARYSE 1P THE TERM WERE NOT 8N DEFINED., FIRM
IS COMMERCIAL AND SAVINGS BANK INCORPORATED AS LIMITED
COMPANY IN HONG KONG. BY VIRTUE OF INRORPORATION IN HONG
KONG, BANK WOULD BE CONSJIDERED A "BRITISM MATIONAL," NOT
A U"PRC NATIONAL" AS THAT TERM I8 USED IN ORDINARY LAW,
THIS 18 TRUE EVEN THOURH SIN HUA I8 IN PACT WELL ~KNOYN

AS ONE OF NINE LEANING PRC BANKS IN HONG KONG, THUS,
UNLESS WE SOMEMOW INVOKE THE BROZD DEFINITION OF - :
UNATIONAL"™ CONTAINED IN TREASURY REGULATIONS, U,.S, COURTS
COULN WELL KOLD THAT ASSIGNMENT NCES NNT COVER ASSETS IN
NAMES OF THIRD COUNTRY NATIONALS SUCH A8 THIS PNE.

G. ANOTHER BASE IN POINT 1S A Su18S FEAM, WHICH 18 i3

OWNED BY AN AUSTRIAN CITIZEN., _DURINS "THE FIFTIES, THIS
FIRM!'S SOLE FUNCTION WAS TO ACT 43 A PROCUREMENT AGENT
FOR THE PRC, AND IT RECEIVED SUBSTANTIAL DOLLAR TRANSFERS
FROM THE PRC. SOME QF WHICH WERE BLOCKED, NEVERTHELFSS,
IT I8 NOT A PRC "NATIONAL" UNDFR_ORDINARY LAW AND WE
SUBSTANTIALLY ENDANGER QUR ABILITY TO COLLFCT BUCH
OLOCKED ASBEYS UNLESS IT IS CLEAR THAT THE AGREEMENT
COVERS THIS TYPE OF WPRC NATIONAL,M ‘

S. WHILE T 18 NOT CLEAR WE WiLL RE SUCRESSFUL IN.

- DEFENDING OUR EFFORTS® TO COLLECT FOR U.S., CLAIMANTS, EVEN
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WITH SATISFACTORY WORDING IN THE ASSIGNMENT, AT LEAST
SUCH WORNING WOULD MEASURABLY TMPROVE AUR LITIGATIVE
POSTURE TO THE PNINT WHERE THE QnD8 ARF IN OUR FAVOR, AND
THIS IS ABNUT THFE PEST WE CAN HOPE FNR, ON THE OTHER
MAND, THE ABAENCE OF, SATISFACTORY WOPDING MAY JEOPARNIZE
OUR PROSPERTS IN U,8, COURTS SO SEVERELY THAT YHE MERITS
OF THE SETTYLEMENT ITSELF ARE GUESTIONARLE,

6. WE NDTE THAT THE PRC HAS NOT nspgar NGT INDICATED
PRECISELY WHY XY HAS FOUND VARYOUS U.S, FORMIULATIONS OF
TH1S DEFINITION UNACCEPTABLE. THE CHINESE MAY FIND 1T
UNPALATABLE AS A MATTER OF PRINCIPLE Tn ASSIGN TO THE USG
ASSETS WHICHM ARE IN THE NAMES OF THIRD CAUNTRY NATIONALS
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WHO MAY NOW HAVE LITTLF OR NO CONNECTION WITH THE Pac.

IF IT BECOMES EVIDENT FROM YOUR NISCUSSINANS THAT THIS I8
IN FACT THE (ASE, YpU COULD PROPNSF THAT THE PRC CONSIDER
A LUMP»BUM PAYMENT (SIMILAR TO cHOU FN-LAI'S OFFER ON. THE
THIRD= coUNTRv BANK TSSUE) TO REIMRURSE THE u.8. FOR

s

Ty
B

wﬂﬂ{,m
2)
A

= EXCLUDING THTIS CATEGORY OF ASSET FROM THE SETTLEHENTA
—(%ig - i SUCH A LUMP=»SUM PAYMENT SHOULD AMOUNT TO APPROXIMATELY

THE TOTAL OF ASSETS IN THESE OUERTTIONABLE CATEGORIES, OR
DOLS 12-15 MILLION, YOU COULD PAINT OUT, THAT THIS FARM
i OF SFTTLEMENT WOULD ACTUALLY INVALVE A, U 5. CONCESSION,
1IN THAT WE WAULD BE FOREGOING POTENTIAL CLAIM TO MANY
| YEARS! INTEREST ON THEBE BLOCKED JACCOUNTS, YOU COULD SEEK
. AGREEMENT IN PRINCIPLE TO THIS APPROACH WITH DETAILS 10 BE
‘| WORKED DUT LATER.  INGERSOLL
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SUBJECT? KHMER IN 29TH UMGA} A POSSIBLE COMPROMISE TO
ASSTST IN LAIINCHING NEGOTIATIONS

REFT PHNOM PENH L5663

POR SECRETARY FROM S18CO

i, WE DO NOT RPT NOY THINK QITUtTIDN NESCRIBED PARA_{

REFTEL 18 LIKELY TO ARISE AS WF NPOUBT THAT GRUNK SUPPORTERS

WouLD ASSD;‘IH’E THEMSELVRES WITH FVEN AN AMENDED ASEAN
RESOLUTION, IN ANY EVENT, WE NDO_NDOT THINK PROPOSAL REFTEL.
SHOULD BE PURSUED FOR SEVERAL REASONSI

A, CHINESE YOLD UR CATEGORICALLY IN RESPONSE TO OUR,
PROBE A3 TO WHEYHER VOTE ON KHMER RESOLUTION MIGHT BE
PCSTPONED WHILE YOU WERE IN PEKING THAY YOUR TRIP HAD
NOTHING TO Dff WITH THIS DEBATE AND THEY WOULD NOT AGREE ?0
SUCH PROPOSAL, - THEY ARE MOST UNLIKELY TO WISH UNDERTAKE
Nesor:AT:uN OF THIS KIND,
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© IN THIS TImME'

B, PROPOSING DEAL OF KIND DUYLINED REFTEL COULD ONLY

BE CONSTRUED BY CHINESE AS MEAMING WX ARF LEADTNG FROM -
WEAKNESS AND EXPECTING A OEPEAT aN OUR RFSALUTTON, . THIS,
WOULD CERTAINLY NOT INDUCE THEM TO CONCILIATORY ATTITUOE

C. PRESENT PRIENOLY TEXT MAS EMFRGED FROM MONTHw  _
LONG SERIES nF MOSY INTEMSIVE MEROTIATIONS WITH OUR KEY
ASIAN ALLIES, FOR US SUDDENLY T STRIKE A OFAL CHANGING
THE RESOLUTION (EVEN IF THIS WERF PQSSIBLE) WITHOUY _
INFORMING OR CONSULTING THEM WOULD BE TAKEN VERY MUCR
AMISS, THIS IS PARTICULARLY TRUF OF JAPANESE, WHO WAULD
BE SENSITIVE ABOUT FAILURE TO DISCUSS NDURING VISIT OF
PRESIDENT FORD,

D, VOTE ON KHMER PTEM MAY GOME 38 EARLY AS :
WENNFSDAY, KIND OF COMPLICATED TRADE=NFF ENVISAGED

REFTEL WITH ALL THE CONSULTATIONS THIS sHOULD INVOLVE J
COULD UNRER AEST OF CIRCUMSTANCES HARDLY BE CONSUMMATED ‘

. FOREGOING WRITTEN IN FULL AWARENFSS THAT IN FACT, i
GUR VOTING PASITION IN NEW YORK 1S QUITE SHAKY., WHIL'E _

WE MAY HAVE MARGIN OF ONE OR TWO_VOTES, THIS IS GBVIQUSLY

T00 CLOSE TO COUNT ON, ROUTEFLIKA CLEARLY INTENT ON

PRESSING PROPEDURAL ADVANTAGES HF HAS FROM PRESIDING OVER ?

‘GA CONSIDERATION OF THYIS ITEM ANM RIDING ON CRESY OF
SERIES OF ALGERIAN VICTORIES Tn NATE, F.G,, SUSPENSION OF
SOUTH AFRICA, INVIYATION OF ARAFAT, ADOPTION OF PALESTINE
REJOLUTION, WHILE PRO=STHANDUK FORCFES CANNOT BE ANY MORE
CERTAIN OF VYCTORY THAN WE ARE, WE SEE NO SIGN THEY ARE

. 30 LACKING IN CONFIDENCE THAT THFY WOULD BE INTERESTED IN ?

THE KIND OF POMPROMISE INVOLVED IN DEAN'S PROPGSAL,  INGERSOLL
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8/8 «01PK JGHNSON

® 2« = ® s P eme® @@e® - o

LI A LR L AL L D L L B 2 12 ) lﬂ9523
0 26mi242 NOV 74 IFFP4
FM SFCSTATE WASHDC
T0 USLO PEKING IMMEOIATE

 6o-NPITDEN-T-TAt STATE 260388

NODIS
TO3EC 458

€,0, 116821 GOS8
TAGS! EGEN, OTRA

SUBJECTH visiT OF CHANCELLOR ScAMIDT
FOR THE BECRETARY FROM HARTMAN AND KATZ

i, IN MEETING WITH ENDERS AND BPNNETT LAST WEEK, SCHMIDY
PROFOSED THAY AFTERNOON BE SET ASIDE DURING HIS VISIY FOR |
ECONOMIC POLTCY NISCUSSIONS, WE SAIND THAT PRESIDENT AND HE
NEED NOT BE PRESENT, ALTHOUGH THEY MIGHT WISH TO ATTEND,
_HE PROPOSED THAT GERMAN SIDE B? REPRESENTED BY HISS (FROM
CHANCELLORTS OFFICE) AND INDUSTRTALIST (PROBABLY

DR, MERKLE QF 80SCHY, A TRADE UNTON:RT, AND STATg x ;
SECRETARIES FROM MINISTRIES FINANCE AND ECONOMIC, ON OUR
SIDE, HME THOUGHT WE WOULD WISH TA WAVE BURNS, SIMON AND .
GREENSPAN, AMONG OTHERS, WE PROPOSE Tn MAKE PROVISION FOR
sucn A MEETING AND PLAN 8ET ABIDE 4 P,M, YO 7 P,M,, DEC, B

2. ACHMIDT MENTIONED ALSO INCLURING A PARTICIPANT _
GEORAE SCHULY, WHO HE GRFATLY REAPECTS (HE PLANS TO PRESENT
FRO NECLARATYON TO SCHUL2 DURING _MIS VISIT HERE), SINCE
§CHULZ MAY BR PERBUASIVE WITH SCHMIDT, aeLxEva SCHULZ

-
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SHNULD BE BRYEFEM FULLY ON OUR EFERGY ANA RELATED FINANCIAL
STRATEGY. RFEGUEST YDUR APPROVAL INCLUSION SCHMIODT IN : ;
gCONOHIC POLICY OISCUSSIONS AND HI8 RRIEFING BY ENDERS, - INGERBOL
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TAGSI . PR, UK, cm
BUBJECTY ‘Mzsaaegs ON 8ALT POR CALLAGHAN, BENSCHER
AND SAUVAGNARGUES 4. i
_ ' €.
FOR THE sscaevsav ?aon SONNENFELRDY , -
T BECIEVE T woui's, ar USEFUL FAR_YOU YO SEND PERSONAL : )
MEGSAGES TO CALLAGBHAN, GENSCHER AND BALVAGNARGUES T e
ANALOGOUS YO, THE ONE YNU SENT THE SHAH GIVING A GENERAL o
RUNDOWN ON SALT DISCUSSTIANS IN VI.ADIVOSTOK. I CAN DRAFT e i
HERE USING MESSAGE: TO SHAH AS MOPEL OR YOU MAY WISH To |
SEND THEM o:aecrLf Faon PEKING, INGERSOLL |
. }” : 'ﬁ
e RE R e e .«
; W -BEGREY— ’
: s .t ghesgnler.
£ o
0 "
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SUBJECT: visi? oF éaAnratLoa 8EHMIDT
REFi . BTATE 268388 (Tosec 486)

NAME IN FINAL SENTENCE PARA 2 REFTEL SHOULD OF COURSE BE |
HgeHULTZY, Nat RPT NOT "SCHMDT, INGERSOLL _
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| USHIBSION USUN NEW YORK IMMEOITAYE %ﬁ AT
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. TAGS: OVIP (KISSINGER, WENRY A%} '?§; !
., SUBJECTT SERURITY COUNCIL RESOLITION ~§g v
. REFt PEKING 2096 ' N )
| POR BECRETARY FROM 818€0 .i
i1, CONVEYED YOUR INSTRUETIONS Th SBAL! EARLY MOV, 28,
., 2., SCALY FIRST SET UP MEETING WETH sva:an AMBASBADDR

KELANI TO BE SURE HE WAS FULLY ON ROARD,AND HOULD conrxnn,
WHEN ASKED, THAT SYRYIA ACCEPTEN 76!7 oF nasn UT:nN oN
UNDOF EXTENSION WHICH WAS BEING pnoposvo.

3, KELANI WAS MOST COORPFRATIVE AND FR:&ND;Y. CONF!RHING

HE HAD RECFIVED YNSTRUCTIONS FROM DAMASCUS,. ., HE INDILATED
HIS INTERPRETATION OF HIS8 INSTRURTIONS WAS ¥ SEEK GFNERAL
Nuu.agzsuen CO=SPONSORSHIP, AND HE‘PPDPOSED 7a PUT TEXT IN

"..

o *

; : _BECRET— o IRt =
. KZSTlfor- 3 ’.f : ﬁ

“

¥ 1
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‘HANDS BF PER(IVIAN AMRAGSADNR, WHA 18 WINELY RESPECTEN, ¥0

SEEK ADDITYONAL NONWALTGNED CO=SPONSARR, SCALI COMCUKRED,

4, TN CONVERSATION, SCALY MENTIANED THAY STYLISTICALLY - - |

CURRENT TEXT EXTENRING PERIOD OF UNDOF FOR ADDITYONAL ,
.1 ! pER1oD DID NAT READ WELL AND HE WONDEREN IF SYRIANS 1110
= 1 . NOT MEAN EXTENDING ,MANDATEW OF UNNOF, AS HAD JUST BFEN z
frd ¢ DONE WITH UNEF. KELANT READILY AGPERD AND UMDERTONK TO i
i;gg  PASS TEXT TO PERUVIANS USING WNRN UMANNATE" INSTEAD OF ;
g% ' MPERTODN, KFLANT ALSO UMDERTOMK 70 8SHOW TEXT T0 SOVIET
Tt AMBASSADOR MALIK,. :
fi;% "8, tEXT WILL STARY GEYTING PASSED ARQGUND BY PERUYIAHS
=y . LATER TODAY, AND SC WILL MEEY FRIDAY T0 VOTE ON 1T,
55 A ol e , . «
L &, I HAVE REREATED THIS CABLE FAR THE INFORMATION OF
11 MAMASCUS, BKCRETARY MAY WIBM TA INSTRUCT HURPHY TH
1F] . GIVE THE EASENGE QF THE ABOVE TN THE SYRIAN GOVERNMENT
-y AS A REPORT NF OUR EFFNRTS THUS FAR, MURPHY &Woulh .
(i . TAKE NO ACTION UNTILHE HFARS FROM THE SECCRETARY,  INGERSOLL
k e ; . = 3 .
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TARST " OVIP tKISSINGER, WENRY A,

SUBJECTH LETTER§ TO LATIN AMERICAN FOREIGN MINISTERS
FOR THE SEGRETARY Fabn EAGLEBURGHR

i, SONNENFELOT HAS TDLD ME OF ynyR DESIRE TO BRIEFP qons
LATIN AMERICAN FOREIGN MINIATERS ON THE SUMMIT, I RAVE _
CHECKED WITH ROGERS MKN SUGGESTS PERSONAL MESSAGES FroM YOU
Y0 THE FOLLOWING FORFIGN MINISTERSY (A) RABASA (MEx:fO!r
€BY SILVEIRA (BRAZILY) () V!GMFR CARGENTINAYY (D) LTEVANO
{COLOMBYIA) Y cs) CARVAJAL (CH!LF).

2, THE FOLLUN!NG 14 THE TEXT 0P A LEYTER T HAVE DRAFTED
BASED ON YnUR MESSAGE YO THE 8HMAH, ALTHAUGH 1T IS Supe
STANTIALLY RFOUCED N COMTENT. %N ANDTITION, I HAVE _

- SUGGESTED SEVERAL SENTENCES ON THE JAPAN AND KOREA VISITS IN

QRODER TO MAKE IT A GENERAL REPORT ON YAUR TRIP RATHER THAN
SIMPLY A REPART ON THE SUMMIT MEPTINR YTSELF, IF YOU
APPanvr THE TEXT, us NILL SEND IT OUY PROM MERE FOR DELIVERY
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BY QUR AHBAG%ADOR& IN M’FCI?IC CASES (1’ P , RABASAY OF

CLOSE PERSANAL RSLATIONSH:Pf WE WILL aF COURSE USE FIRST
NAMEs AND TRY TQ ADD A PFRsoNAL TOUCH,

3¢ TEXT OF MESSAGE FcLLnst
DEAR MR, MINETBTERI

IN KEEPING WITH MY GENERAL DESIRF OF MAINTAINING CONTACY
WITH OUR LATIN AMERIPAN FRIENDS ON A RANGE OF BUBJECTS
OF INTERNATIGNAL CONCERN, ! WANMTED YNU T0 HAVE A PERSONAL

REPGRT FROM ME ON THE PRESIDENTIS TRIP TO JAPAN, KORFA
AND THE SOVIET UNION,

THE VISIT YO JAPAN, THF FIRSY BY A PRESINENT OF THE ONITED {
STATES, MUST T THINK BE VIEWED a8 A MAJOR SUCCESS DESPITE

BRIME MINISTFR TANAKA!'S su?seuueuf RESIGNATION, WE HAD.

FRANK AND FRYENDLY DYISCUSSIOMS WTTH A LARGE NUMBER OF

JAPANESE OFFTCIALS, INCLUDING MOAT OF THE POSSIOLE

CANDIDATES T SUCCEED TANAKA. AS A RESULY IT I8 WY

BELIFF THAT SENINR U.S. AND JAPANESE GPFICIALS NOW HAVE A

FAR BETTER UNDERSTANBING OF EACH OTHPRYS CONCERNS AND AN !
EVEN FIRMER RELIEF IN THF IMPURTANCE OF THE COMTINUATION 5
OF A CLOSE AILIANCF BETWEEN THE UNITFD STATES AND JAPAN,

WE WERE PARTICULARLY PLEASED BY JAPANTS APPARENT WIL| ING= R

NESS TO WORK QLOSELY WITH US ON FODD AMD ENERGY PRNB|GMS, :
THEREBY EXPANDING QUR COAPERATTYR RELATINNSHIP BEYONN ;
SIMPLE SECURITY CONCERNS TQ A BROADER RANGE OF ISSUES.

IN KOREA THE PRESINENT WAS WARMLY REREIVED BY THE KOREAN
POPULACE AND SPENT SFVERAL HOURS IN NETATLED DISCUSSTONS WIT
PRESIDENT PARK, ONCE AGAIN IT I8& MY CONVICTION THAY THE
VISIT SERVED_TO STRENGTHEN THE TIZS RETWEEN THE TWO
COUNTRIES, N ADOITION YT PROVINED THE PRESI=
OENT WITH A RHANCE TO MEET WITH ROME OF THE SOLOTERS HE

HAVE STATIONED IN 8QUTH KOREA. .

THE HIGHLIGHT OF THE TRIP, OF COURSE, WAS THE QUMMIT
MEETING AT Vi ANIVOSTAX AND THE AGREEMENT QN STRATEGIC
ARMS THAT CAME FROM THNSFE MEETINGS.

4
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1] WE HAVE LONG WISHED ¥0 REACH AN FOREFMANT WITH THE sovIEY
S uu ON THAT WOULD FURTHER CURB THR BTRATEGIC ARMS RACF,
1] AUT WE HAVE ALWAYS BREN NRPPORED TO TAKING ANV BTEPS THAT
oo MOULD WEAKFN WESTERN' DEFENGES NR HINNER QUR OVEReALL
f-~1] INTERNATIONAL STRATEAY, I AM PLEASED TO REPART THAY IN
8N4 THE TALKS BETWEEN PRESIDENT FORD AND GENERAL SECRETARY
EA . BREZWNEV WE WERE ABLE TO MAKE SURSTANTIAL PROGRESS TAWARD
E~1{ A TEN=YEAR FOLLOW~NN AGRFEMENT Th THE FISST BALT AGRFE=
§a;ég MENT THAT SHOULD BOTH ENHANCE GLABAL STARILITY AND ASSURE
F“\-r,- ~ H
E?ﬁ i CGNTINUED STRONG kESTERN DEFENSES

]

,coNbLusxow OF THIS Asa=sMcNT WAS_NAT EaSY, THE SOvVIET
SIDE MADE SEVERAL AYTEMPTS T0 GET US TR AGREE TD A
FORMULA WHICH WOULD WAVE PERMITTED THEM A MONERATE ENGE
IN NUMBERS OF MISSILES BUT THE PRESINENY HELN FIRM,  AS
A RESULT THE SOVIET &INE CHANGED IT8 PASITION AND AGREED
TO A FORMULA WHWICH IN EFFECT MEANS AN EQUAL NUMBER OF
MISSILES ON ROTH SIPES, IN BHORT I THINK WE HAVE OVER~
COME THE MAJOR POLITICAL AND CONREPTUAL PROBLEMS INVOLVED |
IN A NEW SALT AGREEMENT AND THAT_THERE IS8 A GNOD CHANCE
THAT WE WILL BE ABLUE TO SIGN AN AGREFMENT MEXT SUMMER
WHEN GENERAL SECRETARY BREZHNEV VISITS THE UNITED STATES,

WITH WARM REGARDS, BINCERELY, WENRY A, KISSINGER INGERSOLL
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TAGST  OVIP (KTSSINGER, HENRY 4,)
SUBJECT: PESENTI DINNER

FOR BREMER FROM GOMPERT

i, JOSEPH REED FROM DAVID ROCKEFELLER'S OFFICE CALLED TO
SAY HE HAD JUST RECEIVED WORD THAT THE SECRETARY WOULD
PROBABLY NOT ATTEND THE DINNER BUT INSTEAD DROP BY AFTER
THE DINNER ON THF NINTH, EGCKFFFLLFW IUNDERSTANDS
COMPLETELY WHY THE SECRETARY PRORABLY CANNDOT MAKE BINNER,
WE WOULD, HOWEVER, APPRECIATE IT IF THF SECRETARY WOULD
SEND A REPRESENTATIVF, REED AND I AGRFED ON THE FOLIONIN”
POSS;BILITIES: INGERSOLL, SISCD, SONNENFELDT, BUNKER AND
LORD. SINCE MAIN LINE OF CONVERSATION WILL BE EAST=WEST
RELATIONS, REED THQUGHT THAT SONNENFELDT WOQULD BE BFST
CANDIDATE, THEY WOULD, OF COURSF, BE DELIGHTED YO HAVE
THE NEPUTY QFCPETAQYp OR FOR THAT MATTER, ANY OF THE
OTHER PDSSIBILITIES,

2., 1F THE SECRETARY'S ATTENDANCF AT THE DINNER REMAINS
BOUBTFUL, WHOM WOULD HE LIKE TO REPRESENT HIM? INGERSOLL
3 CONFIDENTIAL

fIre sjnior
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TAGS? OGEN

SUBJECT: YOUR PROPOSED TESTIMONY TO THE SENATE
FINANCE COMMITTEE ¢

TO THE SECRETARY FROM SONNENFELDT

{, FOLLOWING IS A DRAFT TEXT OF YOUR PROPOSED TESYIMONY

PO THE SENATF FINANCE COMMITTEE nN DECEMBER 3, THIS TEXY
WAS DEVELOPED By EB, EUR AND STR_DURTNG MY ABSENCE AND MAY
ALREADY BE AVAILABLE TO YOU, BUT I REPEAT IT 70 EE SLURE,
You WILL NOTE THAT QOMLY SECTION 7Y DEALS WITH JACKSONe
VANIK, I MYSELF QUESTIGN THE DERIRARILITY OF YOUR un!N“
INTO THE OTHER MATTERS IN THE PRAFT, BUT SINCE OTHERS,

FEEL STRONGLY THAT you DO 80 I _TRANSMIT IT ANYHWAY S50 YOU
CAN DETERMINE WHAT COURSE TO TAKr FOLLAWING THE :
BUREAUCRACY?8 TEXT, I TRANSHIT Ky NWN DRAFT OF WHAT WOULD
EITHER BE SECTION 1@ OR WOULD STAND ALONE SHOULD YOU DECIDE
TO SKIP THF NTHER MATTERS MY TEXT HA8 NOT REPEAT NNT BEEN
S8EEN BY La NNCE A DRAFY NITH WHTICH YOU ARE SATISFIED HAS
BEEN DEVELOPED ! BELIEVE ALDRICH SHOULD REVIEW IT, ROULD

LIMITED OFFTCIAL use
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APPRECIATE YOUR FURTHER GquANcEi

BEGIN AGENCY DRAFT

SECTION I, : : L

2, THANK YOU, MR, CHAIRMAN, FOR THIS NPPORTUNITY TO APPEAR
BEFORE YOUR FOMMITTEE AND PARTICULARLY FOR YOUR
CONSIDERATION WHILE OUR SCHEDULING -DIFFICULTIES WERE BEING

WORKED OUT.

3, AT THE OUTSET LET ME ADDRESS THE QUESTION OF WHY THE
ADMINISTRATINN PLACES SUCH HIGH TMPORTANCE ON PASSAGF OF
THE TRADE REFORM ACT == AN IMPNRTANCF WHICH HAS INCREASED
SINCE THE RILL WAS FIRST INTRODURED, AT THIS TIME WHEN
THE ECONOMIC STABILITY OF THE WORLD HAS BEEN SEVERELY
SHAKFN, IT IS OF CRITICAL IMPORTANCE TO DEMONSTRATE THE
ABILITY OF CAUNTRIES TO SOLVE CRITICAL ECONOMIC PROBLEMS
BY WORKING TOGETHER COOPERATIVELY,

4, 1 MAKE NO PRETENCE THAT THE MULTILATERAL TRADE
NEGOTIATIONS w= WHICH CAN B0 AHEAD ONLY IF THIS BILL IS8
ENACTED == WILL SOLVE THE ENERGY CRISIS, THE RECYCLING
OF PETRO=DNLLARS, OR WORLDWIDE INFLATION, THESE ARE_
PROBLEMS WHICH ARE BEING DEALT WTYTH IN OTHER FORA AND IN
OTHER WAYS., BUT THE TRADE NEGOTTATIANS ARE AN ESSENTIAL
PIECF OF THE LARGER PICTURE, IF MAJOR TRADING NATIONS
ARE NOT ENGAGED IN THE PROCESS OF TRADE NEGOTIATIONS,
THE RISK OF THEIR RESORTING TO UNILATERAL RESTRICTIVE
ACTIONS 1S GREATLY ENHANCED, THIS CAN ONLY AGGRAVATE
SERIOUSLY OUR CURRENT ECONOMIC DIFFICULTIES, INCREASE
"UNCERTAINTIES, AND MAKF OTHER PRMBLEMS MORE DIFFICULT TO
SOLVE, FOR THIS TM OCCUR AS A RESULT OF FAILURE TO ACT
ON DUR PART WHEN OTHERS ARE ANXIAUS TO GO AHEAD WOULD BE
A BLOW TO U,S. LEADERSHIP OF POTENTIALLY HISTORIC
PROPORTIONS,

N
1]
D
S

5, MR. CHAIRMAN, I AM NOT A DOOMSAYER, INDEED, I AM
CONFIDENT THAT OUR ECONOMIC PROB|EMS CAN BE 8OLVED, BUT
AS WE PROCEEpD HERE TODAY WE SHOULD BEAR IN MIND THAT_THE
FORETIGN POLIFY IMPLICATIONS OF THE TRAPE REFORM ACT ARE _
NOT LIMITED TO THOSE PROVISIONS ON WHICH I WISH TO DIRECY

N—OO =
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MY MAIN COMMFNTS == OUR TRADE REILATIONS WITH COMMUNIST
COUNTRIES AND ALSO GENERALIZED. PREFERENCES FOR DEVELAPING
COUNTRIES, 1IN ITS ENTIRETY THE RILL IS AN ABSOLUTELY
ESSENTIAL TOOL IF THE UNXITED STATES 7S TO BE IN A _
POSITION TO MANAGE EFFECTIVELY ITS OVERALL RELATIONS .wm
POLITICAL AND ECONOMIC == AT A TIME WHEN THE WORLD
ECONOMY IS AT A CRITICAL POINT,

SECTION II, 4 ‘ L

6, MR. CHAIRMAN, 1 AM SURE THAT YOU AND THE COMMITTEE
MEMBERS WILL HWAVE A NUMBER OF RUESTIONS ABOUT TITLF TV
AND IN PARTICULAR AROUT THE STATUS OF THE JACKSON=VANIK
AMENDMENT, RATHER THAN TRYING Tn ANTICIPATE_YOUR
QUESTIONS, I WOULD LIKE IN THIS PORTION OF MY TESTIMONY
BRIEFLY TO REVIEW THE MAJOR EVENTS CANNECTED WITH THE
PROBLEM OF DIIR GRANTING MFN STATIIS AND MAKING GOVERNMENT
CREDITS AVAILABLE TO THE SOVIET UNION,

7. FOLLOWING THE MOSCOW SUMMIT nF 1972 WE FELT THAT
PROGRESS IN MUR POLITICAL RELATIONS WITH THE SOVIET
UNION == PROGRESS WHICH WAS MANIFEST IN THE QUADRIPARTITE
AGREFMENT ON BERLIN, IN ENDING QUR MILITARY INVOLVEMENT
IN VIETNAM, IN THE TALKS ON STRATEGIC ARMS LIMITATIONS,
AND IN THE STATEMENT OF PRINCIPLFS OF LIS=SOVIET RELATIONS
SIGNED AT THE 1972 SUMMIT == WARRANTED NORMA|.IZATION OF
OUR ECONOMIC RELATIONS WITH THE SOVIET UNION,

8., A SERIES_OF INTERLDCKING ECONOMIC AGREEMENTS WITH THE
USSR WA3 CONCLUDED IN NCTORER 1972. THESE INCLUDED A
LEND LEASE AGRFEMENT, A TRADE AGREEMENT PROVISION FOR
RECIPROCAL NON=DISCRIMTNATORY TRADE STATUS, AND A
PRESIDENTIAL DETERMINATION MAKING THE SQVIET UNION
ELIGIBLE FOR CREDITS FROM THE LS EXPORT=IMPORT BANK,

9, IN THE SUMMER OF 1972 THE SOVIET UNION ESTABLISHED
THE SO0=CALLEN EDUCATION TAX, UNDFR WHICH EACH POTENTIAL
SOVIET EMIGRANT WAS REAUIRED TO REIMBRURSE THE USSR FOR .
THE EDUCATION HE HAD RECEIVED THFRE,. WHEN, IN EARLY 1973,
THE ADMINISTRATION SENT TO CONGRFSS THE TRADE REFORM BILL,
AN AMENDMENT WAS OFFFRED BY REPRESENTATIVE VANIK IN THE
HOUSE AND SENATOR JACKSON IN THE SENATE WHICH WOULD DENY
MOST~FAVORED=NATION TARIFF TREATMENT AND GOVERMMENT
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|

CREDITS TO ANY "NON=MARKET ECONQMY COUNTRY" THAT DENTED
ITS CITIZENS THE RIGHT OR DPPO°THNITY TO EMIGRATE,
SPECTFICALLY BY IMPOSING MORE THAN A NOMINAL TAX OR FEE,
THE AMENDMENT SEEMED AIMED FRINCTPALLY AT THE ELIMINATION
OF THE SOVIET EDUCATION TAX,

{10, IN APRIL OF LAST YEAR WE REPORTED TO SENATE AND
MOUSE LEADERS THAT THE PRESIDENT HAD BEEN ASSURED BY THE
SOVIET GOVERNMENT THAT THE EDUCATION TAX HAD _BEEN
COMPLETELY AND INDEFINITELY WATVED,  SINCE MARCH 1974
THE TAX IN FACT HAS NOT REEN APPI IED, AS YOU KNOW, THE
JACKSON=VANIK AMENDMENT WAS ADAPTED BY THE HOUSE LAST
FALL AND IS INCORPORATED IN TITLF Iv OF THE BILL
PRESENTLY BEFORE THIS COMMITTEE,

11, AFTER NUMEROUS DISCUSSIONS AF THIS MATTER WITH THE |
PRINCIPAL SPANSORS OF THE JACKSON=VANIK AMENDMENT AS WELL
AS WITH SOVIFT REPRESENTATIVES, pN OCTABER 18 OF THIS
YEAR I INFORMED SENATOR JACKSON NN BEHALF OF THE
ADMINISTRATIAN THAT WE HAD RECEIVED ASSURANCES THAT
EMIGRATION FROM THE USSR WOULD BF GOVERNED BY THE
FOLLOWING CRITERIA®

~=PUNITIVE ACTIONS AGAINST THOSE SEEKING TD EMIGRATE_
WouLn BE VIDLATIONS AF SOVIET LAW AND REGULATIONS AND
THEREFORE WILL NOT BE PERMITTED)

== UNREASONABLE OR UNLAWFUL IMPEDIMFNTS WILL NOT BE PLACED
IN THE WAY OF PERSONS DESIRING Tn MAKE APPLICATION TO
EMIGRATE?

==APPLICATIONS FOR EMIGRATION WIUL BE PROCESSED IN ORDER

"OF RECEIPT AND ON A NON=DISCRIMINATORY BASISS

«=HARDSHIP CASES WILL BE PROCESSED SYMPATHETICALLY AND
EXPEDITIOUSLY?

==COLLECTION OF THE EDUCATION TAYX WILL REMAIN SUSPENDED}
AND

~=WE WILL RE IN A POSITION TO BRING TO THE ATTENTION_OF

THE SOVIET LFADERSHIP, FOR ITS SYMPATHFTIC CONSIDERATION
AND RESPONSE, INDICATIONS WE MAY HAVE THAT THESE

LIMITED OFFICIAL USE !



Department of State
LYMITED OFFYCTIAL USE TEI-EGRAM

PAGE @5 STATE 2601752

CRITERIA AND PRACTICES ARE NOT BEING APPLIED'.

12, MY LETTFR CONCLUDED WITH THF EXPRESSION OF OUR
RELIEF THAT A GOND BASIS HAD BEEN ESTARLISHED FOR
PROCEEDING WTTH AN ACCEPTABLE FORMULATION OF TITLE IV

80 THAT NORMAL TRANDING RELATIONS COULD GO FORWARD FOR THE
MUTUAL BENEFIT OF THE US AND THE U2SP, SENATOR JACKSON
HAS, AS YOU KNOW, INDICATED HIS READINFSS TO PROPOSE AN
AMENDMENT TO THWE BILL ON THE FLDﬂR OF THE SENATE, ,
AUTHORIZING THE PRESIDENT TO WAIVE THE RESTRICTIONS OF
THE JACKSON=VANIK AMENDMENT,

13, AS I INDICATED TO THIS COMMTTTEE IN MARCH, WE SFEK
IMPROVED RELATIONS WITH THE SOVIFT UNION BECAUSE IN A
NUCLEAR AGE WE AND THE SOVIETS HAVE AN OVERRIDING |
OBLIGATION Tp REDUCE THE LIKELYHNOD OF CONFRONTATION.
THAT COULD LEAD TO NUCLEAR CATASTROPHE, WE HAVE PROFDUND
NIFFERENCES WITH THE SOVIET UNION, AND IT IS THESE VERY
DIFFERENCES WHICH COMPEL ANY RESPONSTBLE ADMINISTRATION
TO MAKE A MAJOR EFFORT TO CREATE A MNRE CONSTRUCTIVE,
RELATIONSHIP, IN PURSUING THIS PoLICY, WE ARE MINDFUL
THAT THE BENEFITS MUST BE MUTUAL AND THAT OUR NATIONAL
SECURITY MUST BE PROTECTED., MWITH RESPFET TO TITLE v OF
THE TRADE REFORM BILL, WE BELIEYF WE ARE NOW_IN A
POSITION TO MEFT THESE VITAL CONFERNS ADEQUATELY AND THUS
TO MOVE FROM OUR PRESENT SITUATINN TO A SAFER, FREER AND
MORE HUMANE WORLD, WHILE AT THE SAME TIME BRINGING _
IMPORTANT ECONOMIC AND POLITICAL BENFFITS TO THE UNITED
STATES, .

.<Ec7vou 117,

14, 1 WOULD BE REMI8S IF I DID NOT ALSO TAKE THIS
OPPORTUNITY YO BRIEFLY COMMENT ON ANNTHER PART OF THE
TRADF BILL WHICH HAS IMPORTANT FOREIGN POLICY
TMPLICATIONS'

15, YOU WILL RECALLs MR, CHAIRMAN, T WROTE TO YOU IN _
SEPTEMRER TO EXPRESS MY STRONG SIPPORT FAR TITLE V OF THE
TRADE REFORM ACT BECAUSE I CONSINER THE PROMPT IMPLEMENTAw=
TION OF A MEANINGFUL SYSTEM OF GENFRALIZED PREFERENCES
IMPORTANT T0O U,S5, RELATIONS WITH DEVFLOPING COUNTRIES, !
AM GRATIFIED THAT THIS COMMITTEE MAS AGREED TO ENDORSE THE
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CONCEPT OF GENERALIZED TARIFF PRFFERENCES, 1 AM, HOWEVER,
SERINUSLY CONCFRNED ABOUT THE DErISION OF YOUR COMMITTEE
TO AUTOMATICALLY EXCLUDE CERTAIN CATEGNRIES OF DEVELOPING
COUNTRIES FROM THE BENFFITS OF THMESE PREFERENCES, )

16, THESE AMENDMENTS, AS WE UNDFRSTAND THEM, WOULD
RESULT IN THE AUTOMATIC DENIAL OF PREFFRENCES TO A NIIMBER
OF IMPORTANT DEVELOPING COUNTRIES, . AMONG THOSE WE WOLLD
BE REQUIRED TO EXCLUDE WOULD BF ALL THF MEMBER COUNTRIES
OF THE ORGANTZATION OF PETROLEUM EXPORTING COUNTRIES,
INCLUDING COUNTRIES WHICH DID NOT PARTICIPATE IN LASY
YEAR'S 0IL EMBARGO SUCH AS ECUADNR, VENEZUELA, NIGERIA,
AND INDDNE"%IA. MANY OF THE COUNTRIES AFFECTED ARE JUST
THOSE COUNTRTES WITH WHICH WE ARF NOW ACTIVELY EMGAGED

IN EFFORTS To STRENGTHEN OUR RELATIONS AND TD WORK ouT
MUTUALLY ACCEPTABLE SOLUTIONS TO DIFFICULT ECONOMIC AND
POLITICAL PRABLEMS.

17, 1 BELYEVE THAT THE CONCERNS WHICH THESE AMENDMENTS
REFLECT ARE SHARED BY ALL IN BOTH THE EXECUTIVE AND _
LEGISLATIVE RRANCHES OF ODUR GOVERNMENT, THE ECONOMIC
BENEFITS TO DEVELOPING COUNTRIES OF GENERALIZED
PREFERENCES, HOWEVER, ARF MODEST AND THUS THEIR AUTOMATIC
DENIAL WILL NOT GIVE THE UNITED STATES THE NEEDED LEVERAGE
TO RESOLVE DYFFICULT, PROBLEMS SUCH AS OIL PRICING,
EXPROPRIATION OF U,S, PROPERTY AND ILLICIT NARCOTICS
TRAFFIC, UNDER MANY CIRCUMSTANCES, AUTOMATIC ACTION TO
DENY OR WITHDRAW PREFERENCFS MAY WELL EXACERBATE THE
SITUATION, MAKE COMPROMISE LESS LIKELY AND PROVOKE
NATIONALISTIC REACTIONS DAMAGING TO AMERICAN INTERESTS,
I AM PARTICULARLY CONCERNED ABOUT THE EFFECT THESE
AMENDMENTS WILL HAVE ON U,S8, APILITY TO PLAY A
CONSTRUCTIVE ROLE ‘TN PPEVENTING RENEWED CONFICT IN THE
MIDDLE EAST, ALSO, WE CAN EXPFCT PARTICULARLY STRONS
REACTIONS FROM THE LATIN AMERICAN COUNTRIES GIVEN THE
IMPORTANCE THEY ATTACH TO A U,8, SYSTEM OF GENERALIZED
PREFERENCES,

18, THE ADMINISTRATIONTS REGUEST FOR THE AUTHORITY
CONTAINED IN TITLE V REFLECTS A U,S, COMMITMENT IN

CONCERT WITH OTHER DEVELOPING COUNTRIES, TO EXTEND
GENERALIZED, NON=DISCRIMINATORY AND NONwRECIPROCAL TARIFF
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GENERALIZED, NON=DYSCRIMINATORY AND NON=RECIPROCAL TARIFF
PREFERENCES, WITH THE AMENDMEMTS PROPOSED BY YOUR A .
COMMITTEE, TWE PROPQSED U,8, PREFERENCF SYSTEM WILL NO
LONGER BE NON=DISCRIMINATORY AND NON=RECIPROCAL, I WOULD
EXPECT CHARGES IN THE GATT AND ELSEWHERE THAT THE U,S, HAS
VIOLATED ITS INTERNATIONAL COMMITMENTS,

19, THIS COMMITTEE HAS MADE SEVERAL CHANGES IN TITLE V
WHICH WE CONSIDER Ta BE DISTINCT IMPROVEMENTS, AT THE
SAME TIME, I BELIEVE THAT TITLE VU, AS PASSED BY THE HOUSE,
CONTAINS AMPLE AUTHORITY TO PROVIDE PR TN DENY GENFRALZIZED
PREFERENCES TO ANY COUNTRY WHENEVER IT IS IN THE OVERALL
INTEREST OF THE UNITFED STATES T D0 S0, I CAN ASSURE YOU
THAT THE ADMINISTRATION WILL KEEP CONGRESS FULLY INFORMED
IN ADVANCE OF THE BASIS FOR ANY PECISIONS ON BENEFICTARY
STATUS, 1 AM CONFIDENT THAT YOU AND YOUR COMMITTEE WILL,
GIVE SERIOUS CONSIDERATION TO THE PROBLEMS 1 HAVE RAISED,
SECTION 1V, _ J . T
20. MR, CHATRMAN, I WOULD LIKE To EANCLUDE MY REMARKS BY
EMPHASIZING AGAIN THE URGENCY AND IMPORTANCE I ATTACH TO
PASSAGE OF THE TRADE BILL. WITHOUT THE AUTHORITIES THIS
BILL WILL PROVIDES .

meWE WILL COMPOUND THE WORLD'S EFONOMIC DIFFICULTIES AT
A TIME WHEN FCONOMIC CHADS ALREANY THREATENS BY BRINGING
TO A HALT FFFORTS TO LIBERALIZE AND REFORM THE WORLD'S
TRADING SYSTEM,

==0UR EFFORTS TO ESTABLISH A FIRMER, MORE STABLE _ _ | i,
. . RELATIONSHIP WITH THE DEVELOPING COUNTRIES AND PARTICULARLY
OUR LATIN AMERICAN ALLIES WILL FALTER JUST WHEN THESE
COUNTRIES ANN THEIR RESQURCES ARE INCREASINGLY IMPORTANT
TO Us,

==0UR EFFORTS 70O NORMALIZE RELATTONS WITH THE SOVIET UNION
AND OTHER COMMUNIST COUNTRIES WILL SUFFER A SERIOUS
SETBACK,

20, THE BURDEN OF LEADERSHIP THE UNITED STATES MUST BEAR
WEIGHS HEAVY BOTH ON THOSE OF US_IN THE EXECUTIVE AND THE
CONGRESS, IT IS ESSENTIAL THAT THIS LEADERSHIP BE

\‘Q R. F"?\

o <o
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EXERCISED POSITIVELY WITH THE RECOGNITION THAT INACTION

1S AS SIGNIFICANT AND OFTEN MORE HARMFUL TO OUR INTERESTS
THAN ACTION, I STRONGLY URGE THP CONGRESS TN ACT PROMPTLY
AND POSITIVELY ON THIS BILL, ENP AGENCY DRAFT,

BEGIN SONNENFELDT DRAFT,

21. MR CHATRMAN, YOQOU HAVE ASKPD MF TU COMMENT
SPECIFICALLY ON THE EMIGRATION ISSUE AS IT RELATES TO
TITLE IV OF THE TRADE BILL., THIS ISSUF I8 OF COURSE
DEALT WITH IN THE JACKSON=VANIK AMENDMENT TO TITLE IV,
221 LET ME STATE CLEARLY AT THE OUTSET THAT I DEAL WITH
THIS MATTER WITH CONSIDERABLE MISGIVING BECAUSE WHAT IS
SAID ON THIS DCCASION COULD, IF MOT HANDLED WITH UTMOST
CARE, DEAL A SERIOUS SETBACK BOTW TO THE CAUSE OF FREER
EMIGRATION FROM THE USSR AND TO THF MORE HOPEFUL TREND IN
US=SOVIET RELATIONS THAT HAS BFEM MAINTAINED FOR THE_LAST
FEW YEARS ANN WAS RECENTLY CONFIRMED AND STRENGTHENED IN,
THE PRESIDENTIS MEETING WITH MR, BREZHNEV IN VLADIVOSTOK,

23, AS YOU ARE WELL AWARE, THP ADMINISTRATION DID NOT
THINK IT WISE TO MAKE THE RUESTINN OF FMIGRATION FROM THE
USSR A MATTER OF DOMESTIC US LEGTSLATION, ITS VIEW WAS
THAT THIS MIGHT HAVE ADVERSE EFFFCTS ON EMIGRATION FROM
THE USSR AND MORE BASICALLY CREATE A PRECEDENT IN  _
INTERNATIONAL RELATIONS WHICH WE MIGHT EASILY SOME DAY

COME TO REGRET WHEN SOME OTHER NATION MAKES us NATIONAL y
PRACTICES SURJECT TO ITS LEGISLATION OR THE OBJECT OF T8
FOREIGN POLIRY, ¢

24. NEVERTHFLESS, WE WERE AWARE THAT SUBSTANTIAL OPINIUN_
IN THE CONGRFSS RAN IN A DIFFERENT DIRECTION AND THAT IF
OUR GOVERNMENT WAS TO BE EQUIPPEN WITH THE NECESSARY,
INSTRUMENTALITIES FOR THE CONDUCT OF AN EFFECTIVE PDLICY
TOWARD THE USSR IT WOULD BE NECE@SARV TO DEAL WITH THE
EMIGRATION ISSUE IN THE TRADE BILL. YOU ARE WELL AWARE
FROM MY PREVIOUS TESTIMONY BEFNRF THIS COMHITTEE AND_OTHER
AUTHORITATIVE ADMINISTRATION STATEMENTS, THAT WE REGARD .
MUTUALLY BENFFICIAL ECONNMIC INTERCOURSE WITH THE USSR AS
AN IMPORTANT ELEMENT IN OUR OVERALL- EFFORT TO DEVELOP A
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MORE CONSTRUFTIVF RELATIONSHIP WITH THAT COUNTRY AND_TO
PROVIDE THE SOVIET UNION WITH INRENTIVES FOR RESPONSIBLE
AND RESTRAINED INTERNATIONAL CONDUCT.,

25, 1T BECAME APPARFENT FARLTIER THIS YEAR, THAT A
SATISFACTORY COMPROMISE ON THE JACKSON-VANIK,AMENDMENT
REQUIRED CERTAIN CONTACTS WITH THE "SOVTIET GOVERNMENT ON
OUR PART IN ORDER TO ORTAIN ASSURANCFS THAT SOVIET
EMIGRATION PALICY WOULD SATISFY WIDESPREAD HUMANITARYAN
CONCERNS CONRERNING THE ABILITY OF PFRSONS WHO WISHED TO
DO SO TO LEAVE THE USSR. AT THE_SAME TIME IT WAS CLEAR
THAT ANY EFFORT TO ORTAIN A FORMAL AGRFEMENT WITH THE
SOVIET GOVERNMENT IN THIS AREA WAS FNREDNOMED TO FAILURE,
INDEED THE EFFORT To OBTAIN SUCH AN AGREEMENT WOULD SET
AN UNDESIRABLE PRECEDENT FOR OUR_OWN INTERESTS, LET ME
STATF FLATLY TO THIS COMMITTEE THAT IF 1 WERE TO COME
BEFORE YOU AND ASSERT THAT A FNRMAL AGREEMENT IN THIS
AREA EXISTS RETWEEN OUR GSOVERNMENT AND THAT OF THE USSR
IT WOULD BE IMMEDIATELY REPUDIATFD BY THE SOVIET
GOVERNMENT',

26. LAST SPRING, THFREFORE, IN A SERIES OF DISCUSSIONS
WITH SOVIET FOREIGN MINISTER GROMYKO AND THE SOVIET
AMBASSADOR HERE WE SOUGHT TO CLARIFY SOVIET EMIGRATION
PRACTICES AND SOVIET INTENTIONS WITH RESPECT TO THEM,
IT WAS IN THESE DISCUSSIONS == SNME OF WHICH WERE
CONDUCTED DURING MY MEETINGS WITH MR, BROMYKO IN GENEVA
AND IN CYPRUS == THAT INFORMATION WAS OBTAINED WHICH
SURSEQUENTLY FORMED THE BASIS OF MY CORRESPONDENCE WITH
'SENATOR JACKSON, WITH WHICH YOU ARE FAMILIAR,

27, IN PARTICULAR, WE WERE ASSURED THAT NO ILLEGAL OR
UNREASONABLE IMPEDIMENTS WOULD BF PLACED IN THE WAY OF
PERSONS WISHING TO EMIGRATEj THAT ALL WHO WISHED TO
EMIGRATE WOULD BF PERMITTED TO DO S0 EXCEPT FOR THOSE
HOLDING SECURITY CLEARANCES) THAT THERE WOULD BE NO _
HARRASSMENT AR PUNISHMENT OF THOSE APPLYING FOR EMIGRATION)
THAT THERE WNULD BF NGO DISCRIMINATORY CRITERIA APPLIED TO
APPLICANTS FPR EMIGRATION) AND THAT THE S0=CALLED i3
EMIGRATION TAX WHICH WAS SUSPENDED IN 1973 WOULD REMAIN

80,
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28, 1IN THE COURSE OF THNSE DISCUSSIONS IT WAS e
INDICATED TO US THAT WE WOULD RE EMTITLED TO SPECULATE
OR ASSUME THAT THE NUMBER OF EMIGRANTS MIGHT RISE TO,
SOME 45,007 PERSNNS PER YEAR. _IT WAS SUBSEQUENTLY MADE
CLEAR TO US, HOWEVER, THAT IF ANY NUMBER WAS USED IN
REGARD TO SOVIET EMIGRATIOM THIS WOULD BE WHOLLY OUR
RESPONSIRILITY, THAT 18, THE SOVTET GOVERNMENT couULD NOT
BE MELD RESPANSIALE FOR OR BOUND BY ANY SUCH NUMBER,
THTS POINT HAS BFEN CONSISTENTLY MADE CLEAR TO MEMBERS
OF CONGRESS WITH WMICH WE HAVE DFALT ON THIS ISSUE,

20, FINALLY, THE DISCUSSIONS OF LAST SPRING INDICATED
THAT WE WOULD HAVE AN OPPORTUNITY TO RAISE WITH SOVIET
AUTHORITIES ANY INDICATION WE MIGHT HAVE THAT EMIGRATION

WAS TN FACT REING INTERFFRED WITH OR THAT APPLICANTS FOR
EMIGRATION WERE BEING SUBJECTED TO HARRASSMENT OR
PUNITIVE ACTION,

30, THE POINTS T HAVE JUST CITEN WAVE ALWAYS BEEN THE
BASIS FOR My CONTACTS WITH SENATORS JACKSON, JAVITS AND
RIBICOFF WHO, AS YAU ARE AWARE, PLAYED THE LEADING ROLE
IN THE EFFORT TO GET THIS SET OF_ISSUES RESOLVED. _I MAY
ADD THAT THESE PDINTS HAVE BEEN PEITERATED TO US BY
SOVIFT LEANERS ON SEVERAL OCCASINNS, INCLUDING IN =
PRESIDENT FORD'S INITIAL CONTACTS WITH SOVIET REPRESENTA=
TIVES AND MOST RECENTLY AT VLADIVOSTOK,

IVES AND MOST RECENTLY AT VLADIVOSTOK,

31, MY DISCUSSIONS WITH THE THREE AROVE=NAMED SENATbRS
EVENTUALLY LED TO THE DRAFTING OF THE EXCHANGE oF N
CORRESPONDENFE PUBLICIZED ON OCTNBER 18, THE PROCESS,
HOWEVER, TOOK TIME BECAUSE OF THF ADMINISTRATION'S
SCRUPULOUS CONCERN THAT THERE BE NO INFERENCE THAT
COMMTITMENTS HAD REEN ORTAINED FRAM THE SOVIET UNION,.
EITHER IN FORM OR SUBSTANCE, WHIfH IN FACT HAD NOT BEEN
OBTAINED. 1 AM SURE THAT YOU WILL APPRECIATE THAT DURING
THE SUMMER OF THIS YEAR CIRCUMSTANCES WITHIN OUR OuN
GOVERNMENT DID NOT PERMIT THE PRNCESS OF FINDING AN
ACCEPTABLE COMPROMISE To BE COMPLETED
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32, FOLLOWING HIS ASSUMPTION OF THE PRESIDENCY, HOWEVER,
PRESTDENT FORD TOOK A DIRECT AND PERSONAL INTEREST IN
SETTLING THE OUTSTANDING ISSUES, WE MET OR HAD DIRECT
CONTACT WITH THE THRFE SENATORS FAS WELL AS WITH YOUu,

MR, CHAIRMAN) ON SEVERAL OCCASIONS, 1IN ADDITION TO
CLARIFYING PNINTS OF SUBSTANCE, THESE CONTACTS EVENTUALLY
RESULTED IN THE DRAFTING OF TWO LETTERS: ONE FROM ME TO
SENATOR JACKSON AND ONE FROM THE SENATOR TO ME., THE
FIRST OF THESE LETTERS CONTAINS THE TOTAL OF ASSURANCES
WHICH THE ADMINISTRATION FELT IN_A POSITION TO MAKE ON
THE BASIS OF CONTACTS WITH SOVIET REPRFSENTATIVES, THE
SECOND LETTER CONTAINED CERTAIN TNTERPRETATIONS AND
ELABORATIONS BY SENATOR JACKSON WHICH WHILE REASONABLE
EXTRAPOLATIONS OF THE POINTS CONTAINED IN MY LETTER ARE
NOT cF‘ECIFICALLY ENDORSEDR BY THE ADMINISTRATION, BUT AS
MY LETTER TO SFNATOR JACKSON INDTCATED, THEY WILL BE.
AMONG THE CONSIDFRATIONS WHICH THE PRESIDENT WILL APPLY
IN JUDGING SAVIET PERFORMANCE WHEN HE MAKES HIS DETERMINAe
TION AS TO THE CONTINUANCE OF THF MEASURES PROVIDED FOR
IN THE TRADE BILL, I.E., EXTENSIAN OF THE CREDIT
FACILITIFS OF THE EXIM BANK AND AF MNST=FAVORED=NATION
TREATMENT., WE RECOGNIZE OF COURSE THAT THESE SAME
POINTS MAY BE APPLIED BY THE CONGRESS IN REACHING ITS.
OWN DECISIONS UNDER THE PROCEDURFS TO BE PROVIDED IN THE
TRADFE BILL.

33, WITH THE EXCHANGE OF CORRESPONDENCE AGREED, IT _
BECAME POSSIALE TO WORK NUT A SET OF PROCEDURES == WHICH,
! UNDERSTAND ARE TO BE GOFFERED IN THF FORM OF A FURTHER
'AMENDMENT TO TITLE 1V FROM THE SENATF FLOOR == WHEREBY
THE PRESIDFNT WILL BF AUTHORIZED TO WAIVE THE PROVISIONS
OF THE ORIGINAL JACKSON=VANIK AMFNDMENT AND TO PROCEED
WITH THE EXTFNSION OF MFN AND EXTM BANK FACILITIES FOR
AT LEAST AN INITIAL PERIND OF {8 MONTHS, THESE
PROCEDURES WILL ALSO PROVIDE FOR MEANS WHEREBY THE
INITTAL EXTENSIONS CAN BE CONTINUED FOR ADDITIONAL ONE
YEAR PERIODS'

34, THUS, MR, CHAIRMAN, I BELIEVE A SATISFACTORY .

COMPROMISE WAS ACHIEVEND ON AN UNDRECE’DENTED AND EXTRAwm
ORDINARILY SENSITIVE SET OF ISSUFS, WHILE IT IS NOT o Re
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WHAT THE APDMINISTRATION DRIGINALLY PREFERRED, 1T APPEARS
TO US To PROTECT THE INTERESTS AND CONCERNS OF ALL
PARTIES,

35. 1 BELIEVE IT 1S NOW ESSENTIAL TO LET THESE :
PROVISIONS AND LUNDFRSTANDINGS PRNCEED IN PRACTICE. T
AM CONVINCED THAT ADDITIONAL COMMENTARY, OR CLAIMS THAT
THIS OR THAT PROTAGONIST HAS WON OUT, CAN ONLY b
JEOPARDIZE THE PURPQSES WE ARE ALL SEEKING 7O ACHIEVE.
Y WOULD HOPE THEREFORE THAT YOUR QUESTIONS TO ME AFTER
I HAVE COMPLETED THIS STATEMENT WILL TAKE FULL ACCOUNT
OF THE SENSITIVITY OF THE ISSUFS. THERE WILL BE AMPLE
OPPORTUNITY TO TEST IN PRACTICE WHAT HAS BEEN SET DOUN
ON PAPER AND TO DERATE THESE MATTERS AGAIN FULLY WHEN
THE TIME FOR STOCKTAKING COMES AFTER THE INITIAL PERIOD
OF OPERATION OF THE WAIVERS TO BF PROVIDED FOR IN THE
FLOOR AMENDMENT. WHILE I WILL OF COURSE ANSWER YOUR.
QUESTIONS TO THE BEST OF MY ABILTTY, 1 WANT YOU TO BE
IN NO DOUBT A8 TO THE CONSTRAINTS UNDER WHICH T WILL BE
DOING S0, END SONNENFELDT DRAFT.  INGERSOLL

LYMITED OFFTCIAL USE
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{, UPON RECRIPT OF DAMARCUS 2824 N WHIGH 17 1S REPORTED
THAT RADIQ ISRAEL ANNOUNCED THAT ALLON WILL SHORTLY RE
GOING YO WASHINGTON FOR DISCUSSIQNQ BEARING NN THENEXT

 BTAGE OF DISENGAGEMENT TO TAKE PLACE IN SINAY,
DINITZ TO EXPRESS MY CONCERN THAT THIS KIND oF

" I CALLED

A REPORY

WILL BE MOBT EMAARRABSING FOR BOTH THE EGYPTIANS AND THE

SYRIANS,

DINITZ SAID HE WANTS YNU TO KNOW THAT TH1S WAS

SPECULATION RY THE RADYIOC COMMENTATOR AND NOTHING TO THIS

EFFECT WAS PIYT OQUT BY THE ISRAELYT GOVERNMENT,
YO REIYERATE TO JERUSALEM

ONCE AGAIN, A8 WE DI

1 ASKED HIH

HOW TMPORTANT IT 18'TO KEEP STRIAYLY WITHIN THE COIFINES
QF THE GENERAL "ANNGUNCEMENT THAT_WAS PUT OUT. TODAY WITHOUY

FINPOINTING PITHER EGYPY OR 8YRIA,
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INTT | Ao HE ASSURED ME THAT HE .
‘HOULD_00 'S, BUT HE WANTED YOU_TQ BE SURE TO UNDERSTAND -
THAT THEY HAVE AOHERED 8TRICTLY TO YOUR BUGGESTION AND .
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fjg t, SUGGEST REPLY ALONG FOLLOWING LINES To TEHRAN REFTEL,
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SHAH ON ETHIOPIA AND IRAR,

A, ETHIOPTAY WE SHARE SHAHIS CONCERN AT VIOLENT TURN OF .
EVENTS IN ADNIS ABABA AND POBSIBTLITY IT RAISES FOR SERIOUS
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4 WE DO NOT YET MAVE A CLEAR UNDERATANMING OF EXACT MOTIVES
o FOR EXECUTION OF GENERAL AMAM AND OTHE® PRISONFRS, IT
| SEEME, WOWEVER, THAT ONE OF PRINCIPAL CAUSES WAS FEAR ON !
i PART OF MEMBERS OF DOMINANT PROVYSTUNAL MILITARY COUNGIL | l
| THAT GENERAL AMAN ‘WAS PREPARINA 4M AYTEMPT TO INCREASE WIS
1A AUTHORTTY AT THETR EXPENSE, IT 78 NOT APPARENT WHAT EFFECT
~.1  THYS EVENT WILL HAVE QN ETHIDPIAVS DAMFSTIC AND FOREFGN . -
{pHd  POLICIES, WF UNDERSTAND THAT NNF SUASTANTIVE 1SSUE WHICH
LUJl  MAY HAVE BEEN INVOLVED CONCERNED SITUATION IN ERITREA,
—.] WHERF GENERAL AMAN WAD STILL HOPED TR REACH NEGOTIATED '
ggg SOLUTION WITW INSURGEMTS, WHILE MILITARY RADICALS APPEAR -
«18 5  INTENT ON PROSECUTING WAR. ANOQTHER ISSUE WAS ALLEGED

-1 FEAR THAT AMAN W48 TNO FRIENDLY To EMPEROR AND MEMBERS
{I'] OF FORMER GOVERNMENT, : : sy

ii , : e : 3
.3 GIVEN SHARP NIFFERENCES MVER SNCTAl, REFDRMS WHICH EXIST

‘%] EVEN WITHIN MILITARY, AND ETHINDPTA'S LONGwSTANDING _

4 PROBLEMS OF NATINNAL INTEGRATION, IT IS POSSIBLE THAT

THIS WEEKEMD!S VIOLENCE MAY LEAD TOQ SERINUS SPLITS WITHIN
MILITARY, If THIS DEVELNPS, CONSEAUFNCES FOR ETHIOPIA'S
STABILITY AND INTEGRITY COULD RE VERY GRAVE, :

EC/

WE ARE FOLLOWING STTUATINN CLOSEI'Y AND WILL WELCOME ANY
INFORMATION IRANIANS CAN CONTRYBUTE, -

B8, IRAG, OUR INFORMATION I8 THAT IPARI~SOVIET RELATIONS '
CURRENTLY UNNERGOING BTRAIN, WITH IRAQIS UNHAPRY ARQUT
SOVIET FAILURE T0 NELIVER ALL THE MILITARY SUPPLIES THEY
FEEL THEY MEED YO PRESS CAMBAIGN AGAINST KURDS, ON OTHER
HAND CERTAIN SOPHISTICATED MILYTARY TTFMS HAVE BFEN
DELIVERED RECENTLY (FYTt REFERENGE 18 PRIMARILY TO MiGm23
FLOGGER AIRCRAFT, BUT ALSO REFERS TO CERTAIN NAVAL ITEMS |
ENO FYI),. | ; |

TRAGYS ARE PROPABLY ALSO UNHAPPY THAT SQVIETS MAVE SROWN 0

600D DEAL OF PUBLIC RESTRAINT IN COMMENTING ON IRAGmFRAN o
OIFFERENCES, . : : e\
FORTHCOMING BREZHNEV VISIT 7O IRin I8 PART OF BREZHNEY > -+
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GRAND TOUR IMVOLVING THRFE MOST TMPORTANT STATES 1IN ,
REGION.FROM STANDPOINT OF SOVIET INVOLVEMENT, WHILE. : .
BILATERAL TS8UES WTILL, OF COURSE, PE DYSCUSSED IN EACH .
OF THE CAPYTALS, AND WILL BE PARTICULARLY IMPORTANTY IN .

CAIRO, PRIMAGY STGNIFICAMCE OF TRIP I8 A8 DEMONSTRATION

.. DF CONTINUING SOVIET CONCERN FOR AND IMYOLVEMENT IN THE

V4§ WIDDLE EAST, ;

A

1
o |
& Ll i .
A =17 RO o S

A, SHAH SHOULD RE ASSURED, NOWEVER, THAT DESPITE FOREw

GOING USG HAS MO ILLUSIONS QVER ROURRE OF POLICY IN

TRAG, WE DO NOT VIEW CURRENT TRRITATION TN RELATIONS

™71 BETWEEN TRAG AND USSR AS FORFSHANOWING RIFT .AF MAJOR_

' PROPNRTIONS RETWEEN TRAQIS AND SAVIETS, BOTH SIOES [ON=

<=~ 1 TINUE TO HAVE STRONG INTEREST IN_MAINTAINING CLOSE TYIES)
B 8NVIETS. VALUF THEIR FODTHOLD IN YRAQ, AND IRAQIS FFE|

%%Ef THEY NEED SOVIET ARMS AND POLITICAL AUPPORT, NONETHZLESS
i o i - - : e 14 : %

[~] WE DO THINK THERE 15 EVIDENCE THAT IRAG, WITH IT8 NEjLY=
B&] FOUND DIL WEALTH, I8 ATTEMPTING TO LFSREN ITS DEPENDENCE

ON USSR AND EXPAND ITS TIES BOTH _WITH MPDERATE ARABS AND

"WITH WEST. THIS IS A TREND WHICKH WE THINK 1T WOULD RE IN

INTEREST OF NEITHER YRAN NOR UAG TN DISRCOURAGE, MEANWHILE,

WE ARE WELL AWARE THAT RADICAL TFNPEMCTES INMN IRAQY :

LEADFRSHIP RFMAIN STROMG AND THATY IRAR I& PURSUING

VARIOUS POLIAIES THAT ARE CURRFENYLY PR PATENTIALLY DJIS«

RUPTIVE OF AREA STABTLITY, WE WYSH ASBURE HIS IMPERTAL

MAJESTY THAT WE REMAIN ALERT TO THESFE RISKS IN DEALING

WITH IRAGIS AND LOOK PORWARD TN CONTINUING EXCHANGES OF ?

VIEWS WITH GOVT OF IRAN ON THIS sURJECT., END QUOTE, g :
INGFRSOLL ‘ !
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1 i, 1 MAVE SEEN VOUR TELEGRAM AUTHORIZING 8CALT To
[} BEAT UP ON BOUTEFLIKA (SECTQ 241). .

2, YOU SHOULD KNOW THAT YFSYPRHAV THE UHITE HOUSE _
INFORMED US THAT, THE PRESIDENT' HAS AGRREED T SEE BOUTE=

FLIKA AT 12:30 P.M, ON DECKEMRER o, THIS INFORMATION HAS,
BEEN PASSED TO BOUTEFLIKA IN NEW_YORK, THIS, AS YOu_wILL
RECALL, IS THE RESULT OF AN EARLYER LETTER FROM YOU TO
BOUTEFLIKA AND A PROPDSAL TO THE WHITE HOUSE THAY THE .
PRESIDENT SEE THE ALGERIAN FOREIAN M:strea.

3, NHILE You pn NOT NE(‘&:SSARILY NEED T0 0O AN?THINp _
ABOUT THIS NAW, YOU MAY WANT TO CONSIDER THE POSSIBILITY
OF WITHDRAWING THE INVITATION TO BNUTEFLIKA, INGERSOLL
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