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THE WHITE HOUSE

WASHINGTON

January 6, 1976

CABINET MEE TING

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

From: Ja onnor

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 10th 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 million. This
is the most successful campaign in CFC's histo?f,_aﬁa—rv;ant to
thank Frank and all those who worked so hard on the program.

The Departments of Agriculture, Defense, State and Lreasury exceeded
S ——————— T ———

their goals this year, and I congratulate them for their fine efforts.

[You might wish to be aware that the Cougregsg reached only 7% of its

goal while the Executive Departments reached 947of their goal. |




The first item on our agenda is a discussion of the Arab Boycott
Discrimination issue. I want to have a review of where we stand

on the BTfoad issue, following the November 20 announcement

of the decisions I made on foreign boycotts and discrimination.
[FYI: General Scowcroft has prepared a background memorandum
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
. : S - o — pr—

opposing discrimination.

I understand 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 thenI 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.



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 Lynn
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.,,,

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 forus. Alan,... —

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.

S ——————

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 w1 gin. Fr—







S

e

o T e

THE WHITE HOUSE

WASHINGTON

£ 0 3 s PR ¢

January 6, 1976

MEMORANDUM FOR

THE CABINET

SUBJECT: AGENDA FOR CABINET MEETING

k
JANUARY 7, 19% - 11:00 A.M. 4
THE CABINET ROOM

The President has approved the following agenda for the Cabinet
meeting scheduled for Wednesday, January 7th, at 11:00 a.m.
[+ 9

Introduction The President 10 minutes

Review of Arab Boycott '
Issues Edward Schmults 15 minutes

Budget Review James Lynn 10 minutes
Economic Review Alan Greenspan 15 minutes %
Spokesmen's Program Richard Cheney 30 minutes

JAMES E. CONNOR
SECRETARY TO THE CABINET






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. Rumsfeld

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 O. 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 O. 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










FOR‘ IMMEDIATE RELEASE NOVEMBER 20, 1975

Office of the White House Press Secretary
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THE WHITE HOUSE

STA TEMENT BY THE PRESIDENT

I arn today announcing a number of decisions that provide 2 comprehensive response
to any discrimination against Americans on the basis of race, color, religion, national
origin or sex that might arise from foreign bovcott 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 appropriaté departments and agencies to recommend
firm, comprehensive and balanced actions to protect American citizens from the
discriminatory impact that might result from the boycott practlces 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, " My
Administration will not countenance the translation of any foreign prejudice into
domestic discrimination against American citizens,

I have today 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 the 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 exclusicnary
entrance policy or that a visa is required:

(2) That Federal agencies are required to inform the State Depa rtment 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.



I have instructed the Secretary of Labor to issue an amendment to his Department's
March 10, 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 company. This amendment will 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. 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 against

any U. S. person or entity on the basis of race, color, religion, national

origin 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 of 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 Commerce.

Related service organizations are definedto 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 U. 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 clear that 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."



I am informing the 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 of
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, religion, or national origin against any credit applicant
in any aspect of a credit transaction.

I cornmend 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 Commissionand 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 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 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 priaciples 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 benef:.c1a1 relations w:.th all nations, a goal
to which we remain absolutely dedicated.
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FROM: BRENT SCOWCRQFT @
ED SCHMULTS

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

MEMORANDUM FOR: THE PRESIDENT

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 issued 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

Subject to GDS of E. O. 11652
Automatically Declassified on
December 31, 1982,
GQNFEIDENTIAY (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 vigor 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'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

CONFIDENTIAL (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 visi ble. However, this attitude could change to one of confrontation--
particularly with the Saudis--if 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.

CONFIPENTIAL (GDS)
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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 Schmults 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 commercial 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.

CUNFIDENTIAL (GDS)
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THE WHITE HOUSE
F'ACT 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 race, color. religion,
national origin or sex that might arise from foreign boycott
practices.

HIGHLIGHTS OF THE PRESIDENT'S ANNQUWCEMENT:

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

(A) That the application of Executive Order 11478
and 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 basls 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 1s required:

(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’s March 10, 1975,
Secretary‘'s Memorandum on the obligation of Federal con -
tractors and subcontractors to refrain from discrimination
on the basis of race, color, religion, national origin or
sex when hiring fer 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 assignments, to inform the
Department of State of any visa rejections based
on the exclusionary policies of a host country:
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 basls of race, color., religion, national
origin or sex.

more
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(4) The President has exercised his discretionary
authority under the Export Administration Act to direct
the Secretary of Commerce to amend the Act's regulations
to:

(A) Prohibit U.S. exporters and related service
organizations from answering or complying in
any way with boycott requests that would
cause discriminaticn 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 Act, which presently covers
sex and marital status, to include prohnibiltion against any
creditor discriminating on the basis of race, 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 ocecur; 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
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(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 ralses serious questions
under the U.S. antitrust laws. The Department is en-
gaged in a detalled investigation of possible violations.






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 assign-
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



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.

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 discrimination 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



III.

Iv.

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.

Federal Home Loan Bank Board

On December 19, the Federal Home Loan Bank Board issued 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.

Securities and Exchange Commission

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.



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 assistance 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 discrimi-
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 Subcomrniittee 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.



VI

(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. 953). 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.

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 1974 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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FOR THE SECRETARY FROM ATHSRTON

E.0, 116521, GDS L e S
TaGs: GVIP [ATHERTCN, ALFRED L,, JR, R ppoz, SA, US .o
SUBJECTT  LSSISTANT SECRETARY ATHE RTON 1S MEETINGS WITH KING KEALYID
"AnD CROWN PRINCE FAHD DECEMBER 20 S O
REF:  JIDDA 7897
-‘!:'" S‘JM{‘,AE.‘{: OU? (:_-, ,A, ROUTII dAL"~“0UR AUDIC.?\C"' "TTR':‘: -

E‘&G K:éEfﬁ-c;, ;CE§MF1 28, AND & shRC:"xﬁaﬂﬁ CarALF

HOUR MEETING KITH CRUMM PRINCE FAHD- (DURING WHICK HE

UNSURDENED NIMSELF CF 4 RANGE OF CONCEXNS IN HOUR=LONG -

MINCLCGUE AT SEGINNING OF MEETINGY, I CONVEYED 7O TAEW. * . ... . = @
BEIST WISHIS OF PRESINENT FORD AND YOURSELF, I SAID O R O
YoU HAD RSKED NE TO TRAVEL 7O THE MIDLLE £43T Yo B

923

EX?&&:N cuﬁsfgv UeSy, THINKING RE MIDODLE EnST FPEACEw
ARING PROCESS BUT THAT BECAUSE GF THE IMPORTANCE OF .
GJ:‘HIEAlﬁfAE RELATICNS WITH SAUDI ARASIZ, MY STOP IN
J’ L ““ iHT. URT 1‘;’ T‘\T oF v‘\LL. ""IT.A ORI‘\‘\”

-Fakp, 1 Fr‘c\’.:?\t..) N CL\'SIDEQ BLE DETAIL H EE
. CETAL 0% WE SEE
‘FQTUC' "I Uaqu FEALCE LUV75, JANUARY §¢& CURITY couNCrIL o o
MIETING, PﬁLFSTIh AN QUESTICN AND NiZD OF s AND §46G L ."'ﬁi

T HANDLE CURRENT °Ru"-hs (VISAS, BOYCOTT, ETC,) A

WITH MACERATION AND R: ~fLECTIO FARD S
T ! 43 FOXE GF SAG!S
E‘).(C r’aI‘.“h:L R""L.‘ '3 COF oTAN“.;NG 8Y ITS FRIENL‘:gIP
WITH UNITED SYAYES, KE URGED W2 REMAIN ALERT
T(J. THE DA,\u:.rcS |hAT ANY FU\.rf'hl'dn-GU"fI\'AT;O REGIME
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ARLH ELEMENTS IN TRE CCwu EES AND ELSEWRERE, HZ
PLEANED YTHAT YHE U8, REFRAIN FROM TAKING FURTHER
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LUE > MESTINGY RITH KING SHALID KD CROWN PRINCE FAHDI
iU SATUALAY AFTERNGOM, DECEXRER 20, 1 ..E. KIYH 4INg
\;;’ KnaLIG aND CRUMN PRINCE Fadb, 1 CONVEYED 70 EACK OF
TiD THEW TRE PTASUNAL BEST WISHES OF PRESIDENT FOXDAND
PUoyouassELFl 1 TOLO THER TRAT AFTER YOUR PARIS TALKS
boo¥QU AS4En THEAT I PRCCERC 10 s..u,I AKABIA TO REVIEH
DlOMITH §aUDT LEANIAS LATEST U.S, THINKING RZ MIonlE
~ 0 EAST aND TO REASSURE WHIM ABTUT Possz”* O
AT 0 VARIGUS wATYEAS OF GAEATER BILATEXRAL CONGERN, NOTED
f3 b YHAT Y w5 VISITING OTHER GGUXTRIES IN
Lo THE ARER 48 WELL, BUT THsT YOU REGARDED MY VISIT TO
g8 SAUDT aRASIA AS TnE MDST IMPORTANT, I STREZESED TO
REL ROTA OF THEM VYHAT WE WERE DETEAMINED TO CCNTINUE
b==2 70 WORK FOR FAGGRESS TOWARD 4 MIDDLE EASYT PZCE
ARG BSTTLEMENT, KING KKALID SSEMED YO AGREE HITH ALL I
Do SAID, T TOLR HIH I AFFRECIATLD RIS RECEIVING ME,
o f AND HOULD PaSS OGN TO:YOU AND 7O PRESICINT FURD
{ =1 WHATEVER ‘“V‘”” I SHOULD RECEIVE FROM HIS MINISTERS,
ki . ON THE 58815 OF TALKING FOYATS YOU APFROVES, I
o v';ﬁ»» RITH PRINCE FARD IN GONSIDERABLE DETALL
AN n YIE%3 TOWARD THE PALESTINIAN QUESTIUM ARD
e TnE JaNuzRY BEETING OF THE SZCURITY COUNCIL, AND
b, THE PARAMOUNY NEEC FOR THE UNITED STATES AND ITS
[} ARAY FRIENDS 19 aCx’ JOSETHER IN A SPIRIT OF MUTUAL
i+ UNDERSTANDIKG we NOTWITHSTANDING THE BTRAING AND
1} PRESSURES UN?ER M ch U,5, RELATIONS WITH THE ARAB
I\ L KORLD ARD Salpl ARABIA PROM TIME TO TISE WEXE Sus=_
AN ] JECTED, FaHD HIMSELF SPOKE COPIOUSLY ON THESE TURICS
PAR 0 IN THE COURSE OF A 3« 1/2 HOUR MEETING, GUNMARY OF
{g“% REAT HE SAI0 FOLLOWS,
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3f§; A¢ SAGIS TREDITIGNAL FRIENDLY TIES WITH USG: F4AHD
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PU4 T SENDING ME T SAUDI ARABIA, THIS WAS A PROPITICUS
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4. MUTH S2UDT ARSBI: HAD SUFFERED FOR THE SAKE OF THIS
y  FRIENSSHIP, ESPECIALLY IN THE DAYS OF THE SAG!S
LOINTENSE AND AT TINMIS VICGLENT CONFRONTATION WITH GANMAL
¢ ASCUL NASSER BETWEEN THE YEARS 1937«1867, IN THOSE
PoDaYs IN 4LL THE ARAS WORLD UNLY SAURT ARABIA WAS
©UWILLING TO STUND FIRMLY AND PUSLICLY 8Y ITS TIES
i OF FRIEANSHIP YU THE UNITED STAVES, FARD CCwe
PN H TRASTED VRIS DEHSVICUR WITH THAT OF OVHER STATES WHO
HL B . SECRETLY PRCTESTED THEY WERE OUR FRIENDS, BUT WHCSE
;v PUSLIC RECOXD DID NOT BSaR THEM QUT, HE RENINDED MNE
5ot TRAY $AUDI ARARIA DID NOT RECOGNIZE ANY COMNMUNISY
38 STATZ, AND TAAT KEZ DIC NOT SEE ANY CHANGE IN THIS PCLICY
. AS LIAELY, THE USS KNEW, MCREOVER,. WE (COULD AL (AYS
Fn'l COUNT ON S2UDI HELP In EFFORTS 7O BRING Uou7 &
OB BITUATION TN THE NIGOLE EAST THAT WQULD GIVE THc
i01 COMMUNISTS AND THE RADICALS LESS PURCHASJ.
MK I .
DREL 5, ZT0NIST AND COMMUNIST HOSTILITY TO ULS,.=4RAB
P4 i FRIENDSHIPE FAHD BELIEVED THAT ZIOGNISTS ,4ND COMMUNIETS
04t SAN U,8,«82UDT FRIENDSHIP AS DANGERCUS T0O THEIR AIuS,
2§ AND ww ACTINS INDEPEHDENTLY AND FOR OIFFERENT REASONS wna
{ T i1 WERL pUING TREZIR 8E5T T0 wEAKEN 1T, FOR GBVIQUS
I 45 REZAsGnNS, RUSSIE kAR FAGER TO RETURN TO EGYPT And OTHER
i i: MIDOLE £sST COUNTRIZS YI4 SUBVERSION, PROVISION COF
Py MILITARY ASSISTANCE PROGRAMS CR ANY OTHER HAY, AT ALL
towa s DOSTS, FARD ZAYD, WE MUST YkY TC FPREVENT THE REa
G XE 0 APPEARANCE OF CONMHUNISTWLED OR DOMINATED RE GI £S IN
BAKH THE 4R43 WERLD, FOR THE RADICALS TO MAKE
o}y A COMEZATK AUULD BE & TRAGEDY FUR THE MOUERATES IN THE
[if g AREX, FOR THE USG, AMD =~ RESARDLESS OF WHAT ISRAELI
he/f i OFFICIALS MIGHT TRINK == A TRAGELY FOR ISRAEL, TO,
oot I3RAEL waS CPPOSED TO RETTER U.S,w4RAB RELATICNS
ﬁit; SECAUSE TT KNEW TWIS CCULD pRING CLOSER THE DAY WHEN
A YT A0ULD AVE TO RELIKAUISH THE OCRUPIED THERRITORIES
|- ¢} AND SZEX SOme POLITICAL WpYS OF RESOLVIN® ITS PROLLENMS WITH
f;‘i TTEEZ CONFRONTATION STATES =a NONE COF WHICH, FAMD
{27 | STRESSED, 4NY LOMBER QUESTIONED REALITY OF ISRAZL'S
}(§ﬁ EXISTENCE, -
A
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7. A RGLE FUR PLO IN PEACE TALKS: FAHD THCUGHT
BasS KIi0H TIME FORrR ISRACL AS wWELL ﬁa THE UNITED
© TACKLE PRUBLENS OF PEACEMAK NG AND ESPECTALLY
! OPALESTINIANS IN & CREATIVE WaY, In FARTICULAR,
; TRCUSHYT 5 = USS QUGHT TO GIVE SOME ENCOURAGEM
' THE MODZRATE wIRG OF TeE PLO WHICH HE THOUGHY
QUICKLY RESEONC TO ANY AMEZRICAN OVERTURES, IF
T0 08 SO, ThE STOCK OF THE PLO'S PRO-COMMUNISYT
KOULD »LLL‘FS&. AHD URGEQ WE FIND SOME WAY OF
LEOKING THOSE ASSZCTS OF THE PALESTINIAN POSTT
THAT SEENM UNRECONCILABLE WITd SECUR:TY COUNCIL
RESCLUTIONS 242 AND 338, IF WE COULD 00 3¢, HE
THOUGHT #E wOULD SEZE IN. RETROSPESY HOW OUR INI
HAD PAID OFF, I STRESSZQ NEED FOR MOVE: 8Y PLD
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§, IN THI3 REGARD, FAKD WAS CONCERK:D AT GO STATE™
MEMTS THAT ISRAEL COULD NOT & INDIFFERENT TO THE
VMASIIVE PRESINGE IN Sallp: 'RASIA € U,S, MILITLRY
R MATL’:RZEL' D Yﬁ-'«.r AS A ﬁ.,cb' T SuUD; r‘-‘\\l«\"‘l‘a MA Y HA\‘E'-
ACQUIRED YHE CHARACTERISYICS UF & CONFRONYATION u;tTE
JFROM TIuF TO TIRT, MOREOVER, THE SAG naS INFORNED TnE
TUSSH- AY YRS EMBASSY IN JIDI GF ISRAELT VICGLAYICN GF
- SAUDT AINGPACE NEZAR THE & IT OF TEHKAN, (KING
- KEaLIn AND FRINCE SULTAN ALSO EXPRESSED CONCERN TO
.. ME AJRGUT INCREASEDR TSRAZLY MILITANCY YORARDS SaUDI
ARABTA, 1 URGED ALL CF THEW NOT YU ATTACH TOO
OFFICIAL A CHARAZTER TC STATEMENTS MADE uY
~INDIVIDUAL ISKRARLI POLITYCIANS,) L
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-j TONARDI POSITION ONn ISRAEL ADOFTED BY CONFRONTATICH
1% STATES,
! 8, CUSRZNT STRAINS OV U,5.~85AUDT FRIERDSHIP!
PORZTURNING TO U.$, 54007 RELATIONS, FAHD SAID hE KNEW
P THEY WERF BETWNG SUBJIECTES 70 KISTILE PRIZSSUKE ARD
D OWONDERZD WHAT COULD YHE US3 2072 hE KNEW Thi US
i GOVERNMINT AND ESPECIALLY THE EXECUTIVE BRANDH HAS
B IN 4 REAXENED PO3ITION TG COPE wITH ANTIARAD ZLEMENTS
—i . IN THE CONGRESS AND HLSEWNERS, THERE WIRE EVEN, HE
. NSTED; SO0nE ANTI-ARAS FLEMENTS AMGNG USG CFFICIALS,
i} HE 5410, HOWEVER, THE CAMPAIGNS IN THE U.S, ASAINST
<1 SAUDT 2RA5TA WERE A GREAT EMBARRASSMINT TO SAUDT
4 ARABIAY AFVER EATH PUELIC AFFRONT BY THE USG, PRO=
h - SOYIET ARABS ROULD CCORE TO THI SAZ AS YF PLEASED, AND -
1. ASK KQA MUCH MORE HUMILITATION THE S4UDIS WERE FRia .
ci PARED TO ENDUHE FROM THETR AMERICAN FRIENDS, FARD.
ti. MFFIRMED nE HaD OPPOSEN SUCH RADITALS ALL HIS LIFR, AND
1° AS A S4UNT OFFICIAL woULD DO HIS ®EST 7O CONTINGE TO
w4 p STAND HITH US, BUT ROW LONS COULD HE CONTINUE
>3 . UNFLINCAINSLY TO DO Sp°
-1 _ e .
] 9 FaHD MOTED THAT AS A RESULT OF HIS AGRZIEMENT KITH
1: YOU &F Juss 4874, U,S, ECLGNOMIC RELATICNS WITH S#UDI
§: 'RRaBY¥A ARE FLOURISHIMG, ®UT IF u.s. BANKS AND PRIVATE ]
4! CORPSRATIONS ARE T0 PU UT 08STACLES IN THE FACE OF THIS
V. AGREZMENT, AND IF QONGRESS 1S TO ATTACK U SemSAUDE
\B i COOPERATION, WRAT IS THE SAG TO 0G? THE FRR!S INe .
-1 JUNCTION TO MEMBER BAKKS, KE CONSIDZRED *L'uJUD'”J, HARMFUL
QJ, A0VE ALL YO THE aMERICALN ECONDNY, AND AN 1PVI|A’1C\ .
s8RV TQ cUR EURDPEAN COMPETITORS TO DISPLICE US IN SAUDI
-1} ARABIAVS WICH CUNMNERCIAL AND CAPITAL MARKET, F*P“
;g; CITED THE 4R:B BUYCOTT A4S ANDTHER ARTA WHERE PUsLIC
";, ouY l"r\! N TRE UNITES SYATES WAS MAKING IT HARD FOR .
- 31 THE 525 TO MOOIFY IS POSTITION ~w EVEN THOUGK Hz !
tij PERSONALLY SELIEVES THI AgYCOTT IS INEFFECTIVE AND
+}] DEPRIVES YHE 546 OF SERY CES OF WANY FIRMS KHICH
<41 CouLd BE LSEFUL TO SLUDI ARABIA'S DE"‘LOD.ahT.
~ 1) . « . .
23113, G4 THE 3261 VIsA POLICy, FAHD SAID IF THI& -1
CFi MATTER HAD BEEN RAISEn IN & PRIVATE SETTING & NATURAL -
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January 6, 1976

TALKING POINTS ON ARAB BOYCOTT/DISCRIMINATION
FOR JANTARY 7 CABINET MEETING

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,

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.

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,

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,

(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 pressure to go beyond the
limits of our strategy.





