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'ria PUSIDPJJfT HAS SEEll .••• 

THE WHITE HOUSE 

WASHINGTON 

January 6, 1976 

CABINET MEETING 

Wednesday, January 7, 1976 
11:00 a.m. (90 minutes) 

The Cabinet Room 

From: J~r 

I. BACKGROUND, PARTICIPANTS & PRESS PLAN 

1. Background: 

This will be your first meeting with the Cabinet in the new year. 
(The agenda is attached at Tab A) You last met with the Cabinet 
on December lOth when the agenda covered a debriefing on your 
Pacific Basin trip and briefings on various campaign related issues. 

2. Participants: Attached at Tab B. 

3. Press Plan: Press Photo at Beginning of Meeting and 
David Kennerly Photo. 

II. TALKING POINTS 

1. We have a full agenda today, but before we begin with the first item, 
I want to take this opportunity to mention the success of the Combined 
Federal Campaign recently completed under Frank Zarb' s leadership. 
I have been informed that we exceeded the goal of $9. 5 million and by 
final audit in March we expect to have a total of $10 mffiion. This 
is the most successful campaign in CFC's history, and Iwant to 
thank Frank and all those who worked so hard on the program. 

The Departments of Agriculture, ~fen~e, State and I;reasury; exceeded 
their goals this year, and I congratulate th;;n_ fur their fine efforts. 
[You might wish to be aware that the C re reached only 7% of its 
goal while 1he Executive Departments reached 94o/~f their goal • 
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2. The first item on our agenda is a discussion of the Arab Boycott 
Discrimination issue. I want to have a review of where we st~d ....-
on·-~th~e-b'!!!!r~o~a~d:J issue, following the November 20 announcement 
of the decisions I made on foreign boycotts and discrimination. 
[FYI: General Scowcroft has prepared a background memorC:ndum 
for you on the subject which is attached at Tab C.] 

The decisions I made were intended to strike a balance which would 
adequately meet different and sometimes conflicting domestjc 
and foreign policy concerns, economic interests and laws and traditions -opposing discrimination. 

I under stand we are beginning to get a reaction to my decisions and 
certain other actions which have been taken or are pending, some of 
which apparently go beyond what had been intended, and that 
some of the legislation being considered by Congress would have 
seriously damaging effects on our foreign policy and economic interests. 

I'd appreciate hearing your views on where we stand at present 
and what we are likely to face in the months ahead. Ed Schmults 
will start us off with a summary of actions taken, and then I would 
like to hear from the Departments directly concerned with the problem. 
[Secretary Kissinger is prepared to review the foreign policy context 
of the issue and Secretary Rumsfeld is prepared to comment on the 
potential impact of the Case Amendment on our security relations with 
Saudia Arabia. The Departments directly concerned are Justice (Ed Levi) , 
Commerce (Rog Morton), and Treasury (Steve Gardner, attending for 
Secretary Simon who is at the IMF meetings in Jamaica)- -all of whom 
will be prepared to comment.] 

Ed (Schmults), why don't you begin the discussion. 

[After all the views have been expressed] This is a very serious, 
important issue and will have to be followed closely in the months 
ahead if we are to maintain that delicate balance needed to protect 
the varied interests of the United States. I am sure that all of you 
will be working closely together toward this end and that you will 
stand firm in the face of any pressure to go beyond the limits of 
our strategy. 
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3. As you are aware, we will have the presentation of the budget 
for the press on January 20th at a briefing at State Department. 
I understand most of you will be there. I have asked Jim L:tnn 
to lead a brief discussion of the importance we attach to-. 
the support, both in public and private, of the budget figures 
we have arrived at. Jim.,,, 

4. The beginning of the year seems an appropriate time for us to 
take a look at the economic situation and the prospects for 
the coming months. I have asked Alan Greenspan to describe 
the situation for us. Alan, ••. 

5. At the last Cabinet meeting we had some detailed discussions 
of Cabinet participation in campaign activities. This meeting 
today seems an appropriate forum to discuss the Spokesmen's 
Program that is being developed with the PFC. 

I will not be able to stay and participate in the discussion, but 
I have asked Rog Morton and Dick Cheney to discuss the subject 
with you. Dick wnt begin . 
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THE WHITE HOUSE 

WASHINGTON 

January 6, 1976 

MEMORANDUM FOR 

THE CABINET 

SUBJECT: AGENDA FOR CABINET MEETING 
JANUARY 7, 1976- 11:00 A.M. 
THE CABINET ROOM 

The President has approved the following agenda for the Cabinet 
meeting scheduled for Wednesday, January 7th, at 11:00 a.m. 

Introduction 

Review of Arab Boycott 
Issues 

Budget Review 

Economic Review 

Spokesmen 1 s Program 

The President 10 minutes 

Edward Schmults 15 minutes 

James Lynn 10 minutes 

Alan Greenspan 15 minutes 

Richard Cheney 30 minutes 

JAMES E. CONNOR 
SECRETARY TO THE CABINET 
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Attendees - Cabinet Meeting 
Wednesday, January 7, 1976 

The President 
The Vice President 

The Secretary of State, Henry A. Kissinger 
The Secretary of Defense, Donald H. Rurn.sfeld 
The Attorney General, Edward H. Levi 
The Secretary of the Interior, Thomas S. Kleppe 
The Secretary of Agriculture, Earl L. Butz 
The Secretary of Commerce, Rogers C. B. Morton 
The Secretary of Health, Education and Welfare, F. David Mathews 
The Secretary of Housing and Urban Development, Carla A. Hills 
The Secretary of Transportation, William T. Coleman 
The Deputy Secretary of the Treasury, Stephen S. Gardner (for Secretary 

Simon who is attending IMF meetings in Jamaica) 
The Under Secretary of Labor, Robert 0. Aders (for Secretary Dunlop 

(who is out of town) 
The Counsel to the President, Phil W. Buchen 
The Special Representative for Trade Negotiations, Frederick B. Dent 
The Counsellor to the President, Robert T. Hartmann 
The Director of the Office of Management and Budget, James T. Lynn 
The Counsellor to the President, Jack 0. Marsh, Jr. 
The U. S. Representative to the United Nations, Daniel P. Moynihan 

White House/Executive Office: 
James Cannon, Assistant to the President for Domestic Affairs 
Richard Cheney, Assistant to the President 
James Connor, Secretary to the Cabinet 
Alan Greenspan, Chairman, Council of Economic Advisers 
Ronald Nessen, Press Secretary 
General Brent Scowcroft, Assistant to the President for National Security Affairs 
L. William Seidman, Assistant to the President for Economic Affairs 
Edward Schmults, Deputy Counsel 
Peter Roussell, Staff Assistant [for the Spokesmen's Program presentation] 

Agencies: 
Richard Colby, Director, Central Intelligence Agency 
Russell Train, Administrator, EPA 
Frank Zarb, Administrator, FEA 
Other: 
Howard (Bo) Callaway, PFC 
Mary Louise Smith, RNC 
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FOR L.'vf!vf.EDIATE RELEASE NOVElvlliER 20, 1975 

Office of the White House Press Secretary 

-------------------------------------------------------------------------
THE WHITE HJUSE 

STATEMENT BY THE PRESIDENT 

I am today announcing a number of decisions that provide a comprehensive response 
to any discrimination a_galnst Americans on the basis of race, color, religion, national 
origin or sex that might arise from foreign boycott practices. 

The United States Government, under the Constitution and the law, is committed to 
the guarantee of the fundamental rights of every American. My Administration will 
preserve these rights and work toward the elimination of all forms of discrimination 
against individuals on the basis of their race, color, religion, national origin or sex. 

Earlier this year, I directed the appropriate departments and agencies to recommend 
firm, comprehensive and balanced actions to protect American citizens from the 
discriminatory impact that might result from the boycott practices of other govern­
ments. There was wide consultation. 

I have now communicated detailed instructions to the Cabinet for new measures by 
the United States Government to assure that our anti-discriminatory policies will 
be effectively and fully implemented. 

These actions are being taken with due regard for our foreign policy interests, in­
ternational trade and commerce and the sovereign rights of other nations. I believe 
that the actions my Administration has taken today achieve the essential protection 
of the rights of our people and at the same time do not upset the equilibrium essential 
to the proper conduct of our national and international affairs. 

I made the basic decision that the United States Government, in my Administration, 
as in the administration of George Washington, will give "to bigotry no sanction. 11 My 
Administration will not countenance the translation of any foreign prejudice into 
domestic discrimination against American citizens. 

I have todc:y signed a Directive to the Heads of All Departments and Agencies. It states: 

(1) That the application of Executive Order 11478 and relevant statutes forbid 
any Federal agency, in making selections for overseas assignments, to take into 
account any exclusionary policies of a host country based upon race, color, religion, 
national origin, sex or age. Individuals must be considered and selected solely on 
the basis of merit factors. They must not be excluded at any stage of t~e selection 
process because their race, color, religion, national origin, sex or age does not con­
form to any formal or informal requirements set by a foreign nation. No agency may 
specify, in its job description circulars, that the host country has an exclusionary 
entrance policy or that a visa is required: 

(2) That Federal agencies are required to inform the State Department of visa 
rejections based on exclusionary policies; and 

(3) That the State Department will take appropriate action through diplomatic 
channels to attempt to gain entry for the affected individuals • 
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I have instructed the Secretary of Labor to issue an amendment to his Department's 
March J.O, 1975, Secretary's Memorandum on the obligation of Federal contractors 
and subcontractors to refrain from discrimination on the basis of race, color, 
religion, national origin or sex when hiring for work to be performed in a foreign 
country or within the United States pursuant to a contract with a foreign government 
or cornpany. This amendment will require Federal contractors and subcontractors, 
that have job applicants or present employees applying for overseas assignments, 
to iniorm the Department of State of any visa rejections based on the exclusionary 
policies of a host country. The Department of State will attempt, through diplomatic 
channels, to gain entry for those individuals. 

My Administration will propose legislation to prohibit a business enterprise from 
using economic means to coerce any person or entity to discriminate agai!lst 
any U. S. per son or entity on the basis of race, color, religion, national 
ong1n or sex. This would apply to any attempts, for instance, by a foreign 
business enterprise, whether governmentally or privately owned, to condition 
its contracts upon the exclusion of persons oi a particular religion from the 
contractor's management or upon the contractor's refusal to deal with American 
companies owned or manged by persons of a particular religion. 

I am exercising my discretionary authority under the Export Administration Act 
to direct the Secretary of Commerce to issue amended regulations to: 

( 1) prohibit U. S. exporters and related service organizations from answering 
or complying in any way with boycott requests that would cause discrimination 
against U. S. citizens or firms on the basis of race, color, religion, sex or 
national origin; and 

(2) require related service organizations that become involved in any boycott 
request to report such involvement directly to the Department of Conunerce. 

Related service organizations are defined to include banks, insurers, freight for­
warders and shipping companies that become involved in any way in a boycott request 
related to an export transaction from the tr. S. 

Responding to an allegation of religious and ethnic discrimination in the commercial 
banking community, the Comptroller of the Currency issued a strong Banking Bulletin 
to its member National Banks on February 24, 1975. The Bulletin was prompted by 
an allegation that a national bank might have been offered large deposits and loans by 
an agent of a foreign investor, one of the conditions for which was that no member of 
the Jewish faith sit on the bank's board of directors or control any significant amount 
of the bank's outstanding stock. The Bulletin makes it clearthat the Comptroller will 
not tolerate any practices or policies that are based upon considerations of the race, 
or religious belief of any customer, stockholder, officer or director of the bank and 
that any such practices or policies are 'incompatible with the public service function 
of a banking institution in this country. 

11 

• 



-3-

I am inforrn.ing :he Federal Deposit Insurance Corporation, the Board of Governors 
of the Federal Reserve System and the Federal Home Loan Bank Board that the 
Comptroller's Banking Bulletin reflects the policy of my Administration and I en­
courage them to issue similar policy statements to the financial institutions within 
their jurisdictions, urging those institutions to recognize that compliance with dis­
criminatory conditions directed against any of their customers, stockholders, em­
ployees, officers or directors is incompatible with the public service function o£ 
American financial institutions. 

I will support legislation to amend the Equal Credit Opportunity Act, which presently 
covers sex and marital status, to include prohibition against any creditor discriminat­
ing on the basis of race, color, Teligion, or national origin against any credit applicant 
in any aspect of a credit transaction. 

I commend the U.S. investment banking community for resisting the pressure of 
certain foreign investment bankers to force the exclusion from financing syndicates 
of some investment banking firms on a discriminatory basis. 

I commend the Securities and Exchange Commission and the National Association of 
Securities Dealers, Inc., for initiating a program to monitor practices in the securi­
ties industry within their jurisdiction to determine whether such discriminatory 
practices have occurred or will occur. I urge the SEC and NASD to take whatever 
action they deem necessary to insure that discriminatory exclusion is not tolerated 
and that non-discriminatory participation is maintained. 

In addition to the actions I am announcing with respect to possible discrimination 
against Americans on the basis of race, color, religion, national origin or sex, I 
feel that it is necessary to address the question of possible antitrust violations in­
volving certain actions of U.S. businesses in relation to foreign boycotts. The 
Department of Justice advises me that the refusal of an Americanf~rm to deal with 
another Amer-ican firm in order to c~mply ;,ith a ~~strictive trade practice by a 
foreign country raises serious questions under the U.S. antitrust laws. The Depart­
ment is engaged in a detailed investigation of possible violations. 

The community of nations often proclaims universal principles of human justice and 
equality. These principles embody our own highest national aspirations. The 
anti-discriminations measures I am announcing today are consistent with our efforts 
to promote peace and friendly, mutually beneficial relations with all nations, a goal 
to which we remain absolutely dedicated. 

# # # 
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MEMORANDUM 

THE WHITE HOUSE 7170 
Add-on #4 

CO~~FIDEN'f'IAL (GD_§J 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

WASHINGTON 

January 6, 1976 

THE PRESIDENT 

BRENTSCOWC~T~~ 
ED SCHMULTS ~~ 

Initial Assessment of the Effect of Your 
Arab Boycott/Discrimination Decisions 

On November 3 you made a number of decisions that provided a com­
prehensive response to any discrimination against Americans on the 
basis of race, color, religion, national origin or sex that might arise 
from foreign boycott practices. These decisions were based upon a 
package of proposals presented by the White House Counsel's Office, 
the NSC staff and an inter-agency group including the Departments of 
State, Justice, Commerce, Defense and Treasury. On November 20, 
you is sued a Statement on foreign boycotts which contained an explanation 
of each of your decisions. This Statement and a Press Office fact sheet 
are attached at Tab A. 

In addition to the follow-up actions required to implement the proposals 
you approved, several additional significant actions concerning the Arab 
boycott and discrimination have been taken by agencies of the Executive 
Branch, notably the Departments of Commerce and Justice and the 
independent Federal Reserve Board. Several potentially significant bills 
on this issue are pending in Congress, and various Jewish leaders and 
organizations have been arguing for still tougher action by both the 
Executive and Legislative Branches. 

A more complete description of the significant additional actions taken 
or pending since your November 20 statement is attached at Tab B, but 
those which are considered to be potentially damaging to our foreign and 
economic policy interests are summarized briefly below: 

Actions by the Executive 

--The Attorney General has decided to file suit against the Bechtel 
Corporation for possible violation of anti-trust statutes by agreeing with 
Arab Governments not to deal with other American firms which are on 

G.ONFIDENTIA.t. (GDS) 
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the Arab boycott list. The possibility of such actions was noted in 
your statement of November 20, but it is reportedly creating considerable 
concern within some American business circles because of uncertainty 
as to the Yigor and extent with which the Department intends to press 
anti-trust actions against American firms which choose to comply with 
the boycott in order to do business with the Arab world. 

--The Board of Governors of the Federal Reserve Board has issued 
a letter to member banks going far beyond what you requested of the 
Federal Reserve Board in your November 3 decision and November 20 
Statement, advising that the "participation of a U.S. bank even passively, 
in efforts by foreign nationals to effect boycotts against other foreign 
countries friendly to the United States ••• is, in the Board's view, a 
misuse of the privileges and benefits conferred upon banking institutions. " 
The major American banks are very concerned that this will effectively 
preclude their doing business with Arab governments which as a matter 
of routine include the standard Arab boycott language in their credit 
documents. They are presently consulting with the Federal Reserve Board 
about the interpretation of the Board 1 s letter. 

Pending Legislative Matters 

--The Senate Foreign Relations Committee has approved an amend­
ment submitted by Senator Case which would prohibit by law the United 
States Government from the furnishing or sale of defense services or 
articles or the granting of credits or guarantees to any country whose laws 
prohibit any person, partnership or corporation from participating in such 
activity or prohibit the entry of any individual participating in such activity 
on the grounds of race, religion, national origin or sex. This goes far 
beyond your November 3 decision and November 20 statement which 
essentially instructs the Department of State to make every effort to 
achieve the objectives sought by Senator Case but does not necessarily 
commit the United States not to do any further business with a country 
which might so discriminate. 

--The Senate Banking Committee has approved a Foreign Boycotts 
Act, over opposition by the Executive Branch, which calls for public 
disclosure of the names of U.S. firms which have received Arab boycott 
requests. Legislation is pending in the House which would prohibit U.S. 
companies from answering or complying in any way with boycott requests. 
This goes far beyond the actions by the Department of Commerce pursuant 

60NFII>ENTIA.L (GDS) 
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to your November 3 decision and November 20 Statement. Legislation 
of this sort is disturbing to U.S. companies which fear they will be 
forced to discontinue doing business with the Arab world. 

Your November 20 Statement represents a balanced policy which the 
concerned agencies believed would meet domestic concerns, be con­
sistent with our traditions and laws against discrimination and still 
continue to protect our foreign policy and economic interests. It was 
also regarded as constituting the basis for Administration opposition 
to pending legislation and outside pressures for further Executive action 
which would be both counter-productive in reducing the effects of the 
boycott and damage seriously our considerable foreign policy and 
economic interests in the Arab world. 

The actual impact of these actions on our foreign and economic policy 
interests cannot yet be accurately measured, although the degree of 
concern expressed by Arab Governments and U.S. companies is 
increasing. The reaction has been different in different Arab countries 
but the most important one, Saudi Arabia, has reacted the most violently-­
misreading the President's statement, other actions by the Executive 
Branch, and actions by the Congress and Jewish groups as all being part 
of an effort to disrupt US-Saudi relations for the benefit of Israel. 
[Prince Fahd raised these points again in his talk with Assistant Secretary 
Atherton at Tab C.] Other Arab Governments (e. g. Kuwait and Egypt) 
have reacted with greater understanding and less immediate concern, 
although they are anxiously trying to assess the actual effect on US 
economic cooperation with the Arab world. There are few signs that the 
fundamental Arab position on the boycott will change, no matter what 
pressure we apply. Previous signs of some Arab (even Saudi) flexibility 
with respect to the application of the boycott and visa regulations are 
still visible. However, this attitude could change to one of confrontation-­
particularly with the Saudis--i£ we are unable to keep actions by the 
Executive Branch and Congress within the approximate guidelines 
constituted by your November 3 decisions rather than forcing a direct 
confrontation with the Arab Governments on the boycott issue. The 
leaders of Saudi Arabia, for example, have told us clearly that there is 
room for quiet, practical improvement in the application of visa and 
business policies related to the Arab boycott but that they will react 
very strongly against any attempt to force their hand by public pressure 
and U.S. legislation. 
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The January 7 Cabinet Meeting will provide an opportune moment for 
you to review your November 20 Statement with the Members of the 
Cabinet and to have presented an assessment of the overall impact which 
has resulted from the Presidential Statement and subsequent actions, 
as well as an estimate of the effect of pending measures. A review of 
the November 20 Statement and additional actions taken or pending 
could be given by Ed Schrnults and it would be followed by a discussion 
of the legal ramifications by Attorney General Levi, the foreign policy 
impact by Secretary Kissinger and the cornm ercial and economic 
impact by Secretaries Morton and Simon. Secretaries Rumsfeld and 
Kissinger could comment on the potential impact of the Case Amendment 
on our security relations with Saudi Arabia. 

Talking points are at Tab D . 
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THE WHITE HOUSE 
FACT SHEET 

FOREIGN BOYCOTT PRACTICES AND ANTI-DISCRIMINATION POLICY 

The President is today announcing a number of actions 
that provide a comprehensive response to any discrimination 
against Americans on the basis of raceJ color, religionJ 
national origin or sex that might arise from foreign boycott 
practices. 

!fiGHLIGHTS 0~ THE PRESIDENT'S AI'·.JNOUNCENENT: 

(1) The President has signed a Directive to the Heads of 
All Departments and Agencies which states: 

(A) That the application of Executive Order 11478 
a·nd relevant statutes forbids any Federal 
agency; in making selections for overseas as­
signments" to take into account any exclusion-· 
ary policies of a host country based upon race" 
color, religion) national origin) sex or age. 
Individuals must be considered and selected 
solely on the basis of merit factors. No agency 
may specify, in its job description circulars, 
that the host country has an exclusionary en-­
trance policy or that a visa is requiredj 

(B) That Federal agencies are required to inform 
the State Department of visa rejections based 
on exclusionary policies; and 

(C) That the State Department will take appropriate 
action, through diplomatic channels) to attempt 
to gain entry for the affected individuals. 

(2) The President has instructed the Secretary of Labor 
to issue an amendment to the Department 1 s March 10) 1975;) 
Secretary's rJiemorandum on the obligation of Federal con . 
tractors and subcontractors to refrain from discrimination 
on the basis of raceJ colorj religion; national origin or 
sex when hiring for work to be performed in a foreign 
country or within the United States pursuant to a contract 
with a foreign government or company. This amendment will: 

(A) Require Federal contractors and subcontractors, 
that have job applicants or present employees 
applying for overseas assignmentsJ to inform the 
Department of State of any visa rejections based 
on the exclusionary policies of a host countryi 
and 

(B) The Department of State will attempt; through 
diplomatic channels~ to gain entry for those 
individuals. 

(3) The Administration will propose legislation to prohibit 
a business enterprise from using economic means to coerce 
any person or entity to discriminate against any U.S. person 
or entity on the basis of race~ color, religion, national 
origin or sex. 
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(4) The President has exercised his discretionary 
authority under the Export Administration Act to direct 
the Secretary of Co~~erce to amend the Act 1 s regulations 
to: 

(A) Prohibit U.S. exporters and related service 
organizations from ansv-~ering or complying in 
any way with boycott requests that would 
cause discrimination against U.S. citizens or 
firms on the basis of race~ color:· religion, 
sex or national origin; and 

(B) Require related service organizations that 
become involved in any boycott request to 
report such involvement directly to the De­
partment of Commerce. 

Related service organizations are defined to 
include banks, insurers, freight forwarders 
and shipping companies that become involved 
in any way in a boycott request to an export 
transaction from the U.S. 

(5) The President has stated that his Administration will 
not tolerate discriminatory commercial banking practices or 
policies based upon the race or religious belief of any 
customer~ stockholder, employee) officer or director of a 
bank and that such practices or policies are incompatible 
with the public service function of banking institutions 
in this country. The President supports a Banking Bulletin 
issued by the Comptroller of the Currency to that effect 
and has encouraged the Federal Deposit Insurance Corporation, 
the Board of Governors of the Federal Reserve System and 
the Federal Home Loan Bank Board to issue similar policy 
statements to the financial institutions within their 
jurisdictions. 

(6) The .Administration will support legislation to amend 
the Equal Credit Opportunity Actj which presently covers 
sex and marital statusJ to include prohibition against any 
creditor discriminating on the basis of racej color, 
religion or national origin against any credit applicant 
in any aspect of a credit transaction. 

(7) In regard to the investment banking industry~ the 
President has: 

(A) Commended the U.S. investment banking community 
for resisting the pressure of certain foreign 
investment bankers to force the exclusion from 
financing syndicates of some investment banking 
firms on a discriminatory basis; 

(B) Commended the Securities and Exchange Commission 
and the National Association of Securities 
Dealers, Inc. (NASD) for initiating a program to 
monitor practices in the securities industry 
within their jurisdiction to determine whether 
such discriminatory practices have occurred or 
will occur; and 

(C) Urged the SEC and NASD to take whatever action 
they deem necessary to insure that discriminatory 
exclusion is not tolerated and that non-discrimi­
natory participation is maintained. 

more 

• 



3 

(8) The Department of Justice has advised the President 
that the refusal of an American firm to deal with another 
American firm in order to comply with a restrictive trade 
practice by a foreign country raises serious questions 
under the U.S. antitrust laws. The Department is en­
gaged in a detailed investigation of possible violations. 

# # # 
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ARAB BOYCOTT/ DISCRIMINATION ACTIONS 

I. Executive Branch Actions 

(a) On November 20, the Presidential Directive to the Heads 
of All Departments and Agencies was issued forbidding any 
Federal agency, in making selections for overseas as sign­
ments, to take into account any exclusionary policies of a 
host country based upon race, color, religion, national origin, 
sex or age. The Directive requires Federal agencies to inform 
the State Department of visa rejections based on exclusionary 
policies. On November 24, the Secretary of Labor issued an 
amendment to his Department's Memorandum on overseas 
assignment discrimination to require Federal contractors and 
subcontractors, that have job applicants or present employees 
applying for overseas assignments, to inform the Department 
of State of any visa rejections based on the exclusionary policies 
of a host country. 

(b) Legislation will be submitted upon the return of Congress 
to prohibit a business enterprise from using economic means 
to coerce any person or entity to discriminate against any U.S. 
person or entity on the basis of race, color, religion, national 
origin or sex. 

(c) On November 20, the Secretary of Commerce issued regu­
lations under the Export Administration Act effective December 1 
to prohibit U.S. exporters and related service organizations from 
answering or complying in any way with boycott requests that 
would cause discrimination against U.S. citizens or firms on 
the basis of race, color, religion, sex or national origin. Related 
service organizations that become involved in any boycott request 
would be required to report such involvement directly to the 
Department of Commerce. 

(d) On November 26, the Commerce Department, with the strong 
support of Justice but with only the reluctant support of State, 
issued a Secretarial Circular which announced that effective 
December 1 the Commerce Department would not disseminate 
or make available for inspection any documents or any informa­
tion on trade opportunities obtained from documents or other 
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materials which were known to contain boycott conditions that 
sought to impose or foster a restrictive trade practice or boy­
cott against another company friendly to the United States. 

(e) On December 9, Secretary Morton reached an agreement 
with Congressman Moss under which the Commerce Department 
agreed to transmit to the Subcommittee on Oversight and Investi­
gations of the House Committee on Interstate and Foreign Com­
merce on a confidential basis the names of firms which have 
answered questions on the Arab boycott pursuant to Commerce 
Department regulations (i.e., regulations until October 1 did not 
require a firm to answer whether or not it was going to comply 
with the boycott. As of October 1, that answer is mandatory). 

(f) Justice Department Antitrust Suit: Since early in 1975, the 
Justice Department had been investigating eleven firms for pos­
sible antitrust violations resulting from the alleged refusals of 
those American firms to deal with other American firms in 
order to comply with the secondary boycott of Israel imposed 
by the Arabs. As a result of these investigations, the Attorney 
General in December made the decision to file suit against the 
Bechtel Corporation for antitrust violations. The filing of that 
suit has been delayed at the request of Secretary Kissinger in 
order to permit State to inform Saudi Arabia, with which Bechtel 
does considerable business, of the pending suit and to explain 
to the Saudis the situation under which it arose. It is possible 
that there will be other antitrust suits of this nature. 

II. The Federal Reserve Board 

On December 12, the Board of Governors of the Federal Reserve 
System issued a letter to each of the twelve Federal Reserve Banks 
for transmittal to the approximately 5800 commercial banks that 
are members of the Federal Reserve System. That letter was 
phrased in very strong language, and its policy implications went 
considerably beyond the Administration's position against religious 
or ethnic dis crimination resulting from the boycott. The Reserve 
Board letter, in its effect, would eliminate the practice of United 
States banks participating in the issuance of letters of credit con­
taining provisions intended to further a boycott against a foreign 
country friendly to the U.S. The practice appears to have arisen 
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in commercial transactions between U.S. exporters and foreign 
importers, in which the importer has arranged for the issuance 
of a bank letter of credit as a means of making payment to the 
exporter for the goods he has shipped. In some cases the im­
porter has required, as one of the conditions that must be satis­
fied before payment can be made by the U.S. bank to the exporter, 
that the exporter provide a certificate attesting that it is not 
connected in any way with a country or firm being boycotted by 
the importer's home country, or is otherwise in compliance 
with the terms of such a boycott. 

The Reserve Board policy could have a serious detrimental 
effect on the feasibility of U.S. trade with the Arab world and 
the American banking community is presently consulting with 
the Federal Reserve Board about the interpretation of the Reserve 
Board letter. 

III. Federal Home Loan Bank Board 

On December 19, the Federal Home Loan Bank Board is sued a 
Memorandum to All Chief Executive Officers of Insured Institu­
tions (Federal savings and loan associations) citing the President's 
November 20 Statement and informing the institutions that they 
must continue to serve the needs of all members of the public in 
a nondiscriminatory manner. 

IV. Securities and Exchange Commis sian 

On November 21, the SEC issued a Release expressing its support 
for the President's November 20 Statement and declaring that any 
attempts to implement discriminatory practices, in connection 
with the purchase or sale of securities, would be contrary to the 
public interest and to the protection of investors and would be 
inconsistent with just and equitable principles of trade. The SEC 
warned that such activities could subject those involved to disci­
plinary proceedings by the National Association of Securities 
Dealers or to appropriate action by the Commission . 
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V. Legislative Action 

(a) The Senate Foreign Relations Subcommittee on Foreign 
Assistance in its mark-up of the Security Assistance Bill on 
November 20 adopted the Case Amendment on discrimination 
despite strong opposition from the Administration which included 
letters from Secretary Kissinger to Senators Humphrey, Sparkman, 
and Case. This Amendment provides that if the laws, regulations, 
or governmental practices of any foreign government prevent any 
person, partnership or corporation of the U.S. from furnishing 
defense articles or services under the FAA or FMSA or any 
military education or training, on account of race, religion, sex 
or national origin, the President shall immediately terminate 
such ?-ssistance or sales. If enacted, the Case provision would 
have the probable effect of terminating all USG transactions with 
Saudi Arabia. The full Foreign Relations Committee will con­
sider the legislation when Congress reconvenes in January. 

In the House, the International Relations Committee defeated 
a similar amendment offered by Congressmen Solarz and Bingham. 
In its place, the Committee adopted a less onerous amendment 
which would oblige the President to cancel any individual USG 
transaction with a foreign country (read Saudi Arabia) if dis crimi­
nation on the basis of race, national origin, religion, or sex were 
involved in that particular case. 

(b) The Bingham Bill (H. R. 4967) would prohibit U.S. companies 
from answering or complying in any way with boycott requests. 
The bill is currently pending before the House International Rela­
tions Subcommittee of the International Trade and Commerce 
Committee. Hearings were held two weeks ago and additional 
ones are tentatively scheduled for January. Thus far, there is 
no evidence of strong pressure to report the legislation out. The 
present attitude seems to be to wait and see what results from 
the President's initiatives of November 20. 

The Drinan Bill (H. R. 5913} is very similar to the Bingham 
bill. It would also prohibit U.S. companies from answering or 
complying in any way with boycott requests. No hearings are 
presently scheduled . 
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(c) The Senate Banking Committee has approved a Foreign 
Boycotts Act which will be introduced and reported when Congress 
reconvenes in January. The bill is a product of committee con­
sideration of a variety of related legislative proposals including 
those introduced by Senators Williams (S. 425) and Stevenson 
(S. 95 3). Extensive hearings were held earlier this year during 
which Commerce and other Executive Branch witnesses expressed 
strong opposition to certain of the proposed provisions. Some of 
the more objectionable sections have been deleted or amended in 
the latest version of the bill, but it still calls for public disclosure 
of the names of U.S. firms that have received Arab boycott re­
quests and whether the company intends to comply. Commercial 
information regarding the value, kind and quantity of goods involved 
in any reported transaction may be kept confidential. 

(d) New York State adopted a law in August which becomes effec­
tive in January prohibiting boycotts or blacklisting which cause 
discrimination because of race, creed, color, sex or national 
origin. However, there is serious reason to be concerned that 
the law will be interpreted to outlaw all commercial boycotts and 
blacklisting of an economic as well as a religious nature. This 
broad interpretation could force New York banks to stop handling 
letters of credit and virtually all other business with Arab states 
since the business documents contain Arab boycott language. 

VI. American Jewish Congress Lawsuit 

The American Jewish Congress on December 17 filed suit in 
the U.S. District Court for the District of Columbia seeking to 
block further implementation of the 197 4 U.S. -Saudi Arabian 
Joint Commission Agreement on grounds of discrimination 
against American citizens by reason of their Jewish religion, 
ancestry or identity. The suit names Secretaries Kissinger, 
Simon, Kleppe and Richardson, as Secretary-designate, among 
the defendants. 

• 
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January 6, 1976 

TALKING POINTS ON ARAB BOYCOTT /DISCRIMINATION 
FOR J ANtAR Y 7 CABINET MEETING 

1. I want to have a review of where we stand on the broad issue of 
the Arab boycott and discrimination, following the November 20 
announcement of the decisions I made on foreign boycotts and 
discrimination. This is a very complicated problem which includes 
different and sometimes conflicting domestic and foreign policy 
concerns, economic interests and laws and traditions opposing 
discrimination. 

2. The decisions which I made were intended to strike a balance which 
would adequately meet all of these concerns in a proper way. They 
focussed primarily upon the question of discrimination against 
Americans on the basis of race, color, religion~ sex or national 
origin. and on possible antitrust violations. 

3. I understand that we are beginning to get a reaction to my decisions 
and that certain other actions have been taken or are pending, some 
of which apparently go beyond what had been intended. I understand 
some of the legislation being considered by Congress would have 
seriously damaging effects on our foreign policy and economic 
interests. 

4. I would appreciate hearing where we stand at present and what we 
are likely to face in the months ahead. Ed Schmults will start us 
off with a summary of actions taken and pending and then Henry 
(Kissinger) can review the foreign policy context of this issue. 
After that I would particularly like to hear from Ed (Levi), 
Rog (Morton), and Steve (Gardiner)whose Departments are directly 
concerned with this problem. 

5. (After others have expressed their views) This is a very serious, 
important issue and will have to be followed very closely in the 
months ahead if we are to maintain that delicate balance needed to 
protect the varied interests of the United States. I am sure that 
all of you will be working closely together toward this end and that 
you will stand firm in the face of any pres sure to go beyond the 
limits of our strategy • 
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