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MEMORANDUM FOR: 

THRU: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

September 13, 1976 

JACK MARSH 

MAX FRIEDERSDORF 

CHARLES LEPPERT, JR.~. 
Arab Boycott 

Bernie Wonder, Minority Counsel to the House Interstate 
and Foreign Commerce Subcommittee on Oversight and In
vestigations, called to state that much of the material 
being used on the Arab boycott issue is coming from the 
attached Moss Committee Report. 

Wonder recommends that the Administration take a good 
hard look at the minority views of Rep. James Collins (R. -
Tex.) on this issue. 
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SuMMARY 

The boycott of Israel bv the Arab conn tries raises bqsic and often 
. wnflictilll! lesra.l. eoonmnic 8.nd nolW('~t-1 if*>n<>S for· the TTnite4 Hto!ll~. 
lt has bronP."ht ,into qil~tion t.he a.nplirahility·of a va.ritity of. U;S. 
Jaws esnecially antitrust. and civil rights Ja.~, Jaws affectin~ the bank
ing indm;trv, and secnritie8 law afl'er.ting cornomte behavior and •dis- . 
Closur.~. It has also raised the question of whef,h~r there is need for· 
new law. · · ... •: 
· · The Arab boycott is an aspect of the Jarger "rah-Israeli conflict 
in which n.s. foreign policv interests are involr:xl. The boyco~t has 
had a significant imna.ct within'the United St:ites and raises funda
mental issues concerning 011r commitment as a people to principles or 
f1ree trade ar>cl ff'eedom from religious discrimi'ration. (See pages-). 

Althoul!'h the Arab economic boycott agafnst Israel and its support
ers has formally been jn e'tistt>nce for 25 vears, : its ' impa~t 
-throughout the world be:ll'Rn to inqrease drama.tirally in late 1974 fol
l<?wing the fourfold :petroleum price !ne~ase. brought on by ~he Arab 
o1l embargo. AccordiiiJrly, an 'DVf'ShtzRttOn rnt.(' the domf'stJc effects 
of the bovcott was commenced in March of 1975 bv the Subcommittee 
on OverSight and Investigations~ Committee on interstate apd For· 
eii!T'. Commerce. : • . . · · 

In July 1975, the subcommittee son.~ht. from the Department M 
Commeree copies of '!boycott ~TV)rts" filed with t;h~ ~aJtment 
over the past .5 years. Pursuant to the Export; Admimstration Act, 
(50 U.S.C. 2403(bl ), U.R. exporters receiving reone""ts to participate 
in foreign-imposed-restrictive-trade practi--es or boycotts are required 
to report to the Commerce Department the facts surrounding those 
reonests. {See pages-.) · • ·, 
· When the then Secretary of Commerce, Rogers n B. Morton, re

fused to voluntarily provide the reports, the subcommittee, on July 28, 
197li. issued a subpena duces ter.Um.. On September 22, 1975, pur
t~uant to the subpena., Seeretarv Morton anpeared before the subcom· 
m· tee to explain his refual to furnish the documents. 

Secretary Morton testified that section 7(c) 1 of the Export Admin-

'50 USC' App. 2408(c). 

istration Act prol-ibi.ted him from dishlo-ing the reports to Congress. 
Subcommittee Chairman John E. Moss pointed out to Secretary 
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ar e i ·on. , 
. t Morton a· ain refused to com y. ·· 
he subcommittee examm t e Jssues raised by the. Secretary and 

found them legallY urtenahJe. On November ll, 1975, it approved a 
resolution by a vote of 10 to 5 finding the Secretary in contempt of·. 
Con~ress and referring the matter .to the Committee on Interstate 
and Foreign Commerce for appropriate action. · · . 

On Deoomber 8, 19'15, 1 day before the contempt matter was to be 
brought before the full committee, the .Secretary agreed to provide 
the subpenaed documents. The subcommittee received them in execu
tive session pursuant to rule XI (k) (7} of the Rules of the House of. 
Representatives. . · • , . . . . . 

Examination of the reports furnished by Secretary Mortdri was 't. 
necessary first step jn evaluating th~ imoact of the boyoott o.n ~omesticr 
commerce 'Pecanse the .. reports prqv1ded the 61'\ly comnreheps1ve data 
base on .restfictive trade.~ practices imposed ·by forefgn eonoorqa ~n 
America:n. bn<'~=ness. 'J'ff) F-~"'rf'. ;'.n"l~nisf..l"f'.t!O"' :..Act ~s th_.. ""hr:pPd- · 
eral.law ?ealing di~ly}->th t~e8e pra,.ticeB. :~s pafi, of this~fevleW', 
subcommittee staff exanqned at least 30,~ s~bpenaed reporf; doeu• 
ments. . ·· .. · · --: ·' · · · : • :t ·. · . ·. · · . · 

The attetn of Commerce nenartment activities studi by the R<?s~ 
mnnttee m 1cates t at e e !l.rtment at t 1 a are mini-

e man ate o t e sJons of'. 
,x or . mn t, . y actions 81t'\l, M distributing t() 

. . usme.~ses ' trade opportunit'~" containin"' h'>y<'..ott clRusea, the 
Copunerce DeJ?artment ach~aUy furthered the h~vcott by implicitly 
condoning act.i~t~ dec1.ared li:tiinst national pr11cvpy Con~ ,11 
years ago. Admm1strat10n o e act's bOycott. reportmg provx~10ns 
was so poor that the e~ecutive and ConP.'reSS have been effect~vely 
deprived of data necessary to fully deal with foreign imposed<boycott 
pnw.tices. (See pag-es..;..._.) • 1 . . · . 1 : : • 

The snbCommitt~ fonqd .that tpe re'!)Orting practices and polic~es . 
of the Commerce Depart.ment often served to ohscure the ~pe and. 
the impact' of the Arab bOvcott. · m :. ee also fohnd that ? 
the impact on 1 • . • · a v rea r an Con-

es. · eree De art-ment. Thus, 
w e boy.oott activities thrived, the Department gener y looked t~e 
other way. except when pressed to act by Congress and by publie. 
opinion. (See pages -.) · · · 

CoNCLUSIONS 

The SnbcC>mmittee finds: , . 
(1) The pract;ces aml nolicies of the Depa.rtment of Commerce 

l1ave served to thwll-rt full implementation of the antiboycott provi
sions of the Export Administration Act. The Department has takeR 
acHon relnctantlv and only after Congress urged it to act moi'e qe-
cisivelu. (s;ee pages-.) · · . / · 

(2) Based on the <'ott re rts filed with the Denartment. the. 
subcomm' .ee estlmat .s that at. east. · . . exports 

an . ursmm ov tt 
terms. The most common rPquirements were or cert1 ~t.f.s .'bv U.S. 
exporters that the goods shipped were manufaclured in the United 
States and "nQt of Tsraeli origin'): that the ship tnmsportinn: the 
goods was not. blacklisted bv Arabs and would not stop at an Israeli 
port en route to Arab countries. · . 

U.S. buq;nesses w~re aJso required to a Jesser ext.ent-abo11t 15 per
cent of all tabulated renorts-to certifv that tllPv w"re not bJacklisted 
hv Arftb countries. Only a few reports were fow~ sugi!PstinP." that 
firms h~d enga~ed in a concertP.d reD18'l.l to deal with blacklisted com-
panies.. '\l"f'J'e f) re le w. eree 
·n 1!=1 .1 q or e. nie 
patnrP. These jncluded requests bv Arab importers that JT.S. expo rs 
certify that there are no persons emploved in senior manawment 
who ll.rA of the .TP.wtsh faith. Zionists or persons who have purchased 
Israeli bonos. contribut:Pd to the United .Jewish Appeal, or members. 
pf organizations supporting Israel. (See pages-.) 

... 
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'(S) The subcomlriiitee t>stimates that expor!ets-~mplied with at 
least 90 OOJl'fDt of oll "heycqtt. rf>onests"-contamed m bo)'cott atf~cted 
sales doeuments-rep01ted to thelJt>partment durin&' the last 2 years.: 
It was necessary to e8tifi!ate compl.ianee beea~ pr1or to October .1, 
1975, flnns were not reqmred to report what action ·they had taken m 
response to boycott •~lated requests. Howt>ygr. tbjs does pot meanJhat 
all companies actua11 ooycotted Israt>l or altered their cor rate prac-
lces n res ouse o lt' o eo.. · ·ae. ee.pages -. 

e reportmg orms and regulations used by the Department 
were insufficient to obtain oomplete, accurate inform-ation about the 
exact nature of restrictive trade prP..ctices being imposed on U.S. busi· 
ness by foreign eotwerns. The forms were t~plete with ambiguities 
that made it difficult for the exporters to Pccnrately complete the 
forms. For enup.ple, 10.7 percent of al1t~porting firms listed the ~un
try initiating the boveott as t"e country also being bdveotWq. Seeoi\~, 
the space a.\:ailable for firms. to detail the types of boycott r'e9nests 
received was so !imjt.e~-::t~o tvpe'·~ritt.Pn lint>~c;-tha,t m<>~ c!>mP.m:iies · 
were forced to etther qnotP only· ope of several boycott clauses, attaCh 

. the entin: doenment ~onta~l)in~ the clauses J.o th,e repo~. fo~!P' br s~~
ply descn~ the cla~~ generically-that Is,"· .. ~ypical·l:io~ot>tt:of 
Israel terms." (See pa~ ___;•) ' ·. ;. ' · ·· ~ , 1 ; ~ 

( 5.) The <}a~ 1·eported to Con'{ress ·was p-enerally meaningleSs and 
almost 1;\lwavs mac¢t\I'I\te..jhe C-ommerce penertment for.exump~e, 
tabulated the im ct. · vcott in terms of "tr11 • " nd not 

nmsaction" ~.ohl . one x o m>ils or a·shipJORd of 
wheat. The bovcott dlt\U$eH c1ted bv the f'ommer,.." Department in its 
reports to C01igress providro sev~r1tl aopareilf duplication!? and .ex
cluded clAuses related to b1Rcl;:list.in~ of firms and reli~ous discrim
ination. Furt.hermore, when the. clauses in tbP report ar,d the bovoott 
documents attached to the report. were e.omp~tred with the oo<ling 
marks of C.ommercP Denltrf,ment. elerks pnroorte"lv statirij! .t~e •tv'oes 
of clau~;es contained in the t-enorts. it was found that at least half of 
the codinqo WPS'I in Prl'()r.·usnally' qecause it omitt~d clauses, cqptained 
1n the report. (See pages-,..'-.) ; • . : · . · • · : ·:, ~ _: 

(6\ Commerre J)en ... rt.ment l"eOOrf'lJlO' nwulahons rontamed numer
ous loooholes HtAt p lln-ive.:t. ifnrrioi:tt>,. hncnnp,s~ ""Tlf'Arns to ev~>,de the 
reportin~ mAAd~tt~ of the n.t1- ineludino: the folJnwinq- eX:aniples: . 

Desoite.the fa.-1' that the E~port. A"mi:riistration Act l'efltiims 'the 
Pres;d.,.nt or his dPSiJ{JVI.tf:!·to "reQu~-e all dnmest.ie. cnn!".ern~":tO renort . 
the f~cls surronndin"' the J'eC"'.l.rit of a reonest. ttl l>fl.rticinah~ in ·a. for-
eii'!Il jmoosed re.~.r111t.ivP. t.rarlt> riract.ice or ho'llcotts, the·· Comwerr.e ~ ...., 
De a • 11 vears t•h'fl.d on]v e'l{ rt file (/J ) 
the renorts. It wA · o . ~mtil 11t e art.nwnt 
han Its re 1 l1ed 

ooryjce ptmln1'l'atlnn:p ~ "R!l)E>ly btn)ks frejoN forwarders and ,].rumr-
. .@-nee companies. !.See pages -.) · · · • . 

C.om:rnerc.e DP-partment repo.-t.1nrT rP!tnlat.ions eallAd for "dompsfje'" 
exnorten:; to file the reno.-ts. Therefore. Mrhfl AmPrif'an based multi
nlltlona] corporRtions took thE> view. ~t}l Rt least tbe tacit. annroyq.l 
of C..ommerce Department. officit~Js, J:hHt ,.. TT.R narept f'omnanv is n~t 
expected tore orl cott HPst vh~>n thP rt>Cll "· . 's re<'tPved ·by 

o , e comoanv !' fo Pl sn ' rtes w1t 011t t e R t ow)-
e tre o e paren .• f'omn~t.n,r .• ome f'Omnany o ·Cla s took t. t' poSi
hon that thev could e.s.,,.hJ1sh tratlin'! f'orun11ni~>s as suhsidiariPS in 
fore1Rn countries t.o facilitate tradin~ with Arab rountries and thu's 
avoid the Teporting requirement of the Commerce Department regu~ 
le.t.lons. (See naqoes -.) . · · · · . · 

Commerce Department remllations. osteT).siblv to avoid panerworlc 
for reporting firms, require only reportinq- the first doqumPnt received 
~spa~ of a. ~riven transaction . .An .undetermined num~r of ~hns hav~ 
reported hovcntt reonest" related to h·ade opportmilhPr. without re
porti~ that it resulted in a sale. Firms ha•e appaJ'f'~tlv failed to 
report t.he I'f"r.eipt. of bnvoott. reoue.<#s ll-risinP.' from efforts of eomrnanies 
to remove themselves from the Ara.h h<l:vcott Jist or to n>new patents 
and trademarks in Arab states since such action would not relate to 
a "tranAAction" I SPe pages-.) ' 

(7) Drafts of the C,ommeree Denartment reporting fonns were sub
mitted to industry lobbyists reon>sentinll tbe Machinery and Allied 
Products Institute and the World Trade· Department Automobile 

L 

' ' ·. 
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Manufacturen; Assoo1ation, Inc. prior fu being i~s~'ed to the publte!, 

·Fifes at the Office of ·Management and 'Budget on:' the history of the . 
reporting form show. no mput from--persons outside of Government . 
except for lobbYists for th* groups. The_ suggestions of these lobby .. 

· i~purportedly· to~·reduce paperwori_:_were ad()pted by the De· 
partme*t. HowA.v~r,.the Departmei;lt's reporting riSgulations .redu~ 

··the value and quantity, of <lata, without necessari,ly regucing the burden 

~l 
fA_I.J ' 

D - . 

-:x.mthose who must fiJ~ the report& (See pages-.),; . " 
(8} .Federal antitri1st, securities, and civil rights laws are. :Q,sefuf l 

.1 · }~ls to ooCinbat someD!'domestic nspects of the A ra'! qQycott. A..m
1
ore 

,, 

Vl orous ommerce e artmen . yz· 
m data from m tivities would considt>rabl.)" en-

ance t e effectivenesS of antitrust, securities, and civil rights laws
by providing t~e Fede~l ~overnment and 'tpe lnveSt!ng pu~li~. lfith 
more complete 1~fox;mat1on abm1t·Arab.boycott PI'!Lctice~ a:bil t~e re· 
sponses of AmeriCim. firms to those tR.ctlcs. Moreover, amendments t9 
the Export Admini!p:ration Act to allow_public acceSS to boycott:(ia~ 
and to define impermJ~sipi~ boycott related a.cthtiti~s are need('q (S~ 
·pages-.) · . !)iJ''~~ :,· 1.! · . .\~ ·:; ·,·.~; .. ~. \. ,: . :: 

(9) · : · ·•• a &>mnp,f}itivEta.ilV'8.n · · · .hE':r tifl. 
~ -dustrial nation · "' · ' rt · .. ~ lar&e 

v oods. Aceo a s n s ndin · rab 
petrodollars with 0 er OOU'l.trleS as the result'of'stromrer aiitl cO~ 

e m · e y. ·However, t ere . 
· still remains a nee or Jncreased diplomatic lictiHty in orde:r to mi:pi
~ize th~.impact of ~~fforeign-imposed ~!J!iHve trade P.rrctices op. 
InternatJonal commerce. (See pages-.) . ·· · : • , . ' 

(10) For over 10 years, the C,ommerce Department has opposed 
the enactment of me!J,sqres agajnst for~ign-imnosed bovcotts. Since 

''Cong;ess added ant1boyci>tt provisions to the Ex"'o~ Admini~tratio~ 
Act ~n 1965, the Go'fDD:!BfCe Depart!Dent :pas ·~,.r~J¥:q'tly oPposE# 
amendments to the J.I.Ct to strengthen 1t. The sub~omm1ttee finds •that 
vigol.1)US congressiortal ovef8i~ht bv thOse committees ha:yin~ j'm:isdic~ 
·on over the ExpQj"t 'A~inistration Act ~nfC?!cemefit ~of pte··.aet ~8 

tli ore necessary ,to P,~ve &4~~~~ enforpem~~ of boyoot~ ~lateiJ 
laws.. -.) · · · · .. ~- . · , • .· . . '? · . . . 

. ,. JtEcoMMENnATIONS fn Q )·., .. , .. 
COflllllends: . ""0 ·.~ ' 

The. ort A ~nistratiqn ct shoul be amended tO pro. 
h .... l •. ,....'--;s. busin from p vidin informatiop directlv o~ indirectly· 
to an;v ~oreign ~n rn abou~ : creed, national origin.' 5c::x, religi.~~-· 
or political behef M any~ when the person furmshing the m .. 
!ormation knows or shot:i.la]i:now that the information is for the pur
pose of discriminating against ~r boycotting ari.y person o:r oopeer.D..1 

. . : :.. , . ·• I:· ' . . . ' .. 

1 P;mmant to the Export A"nilnistraf:lon 4ct. and lit the rflre<'tloli nf i~es~dent: Ford, 
tlle Comwerce D"partm,.nt lssul"!.· a re~ro'atlon In Pect>mber of 1975 prohtfiltlnll' llli:V actk>n 

>"that wo11ld have the elfeet of dis~rimh•atlng al!alnat U.R, clth:ens or firms on the hiUilR <lf 
race. color, religion, sex, or national ortgtn."-Beetton 869.2 'Qf the Export ·Administration 

R~~e Export Admi;nistration Act shoul~ be ~mended.to p~hibit 
. ~; from·providing'i¢orma.tion directly or'indirectlyto any for

eign concern as to whether thatfirm or any of its subsidiaries or s~b-
cont:ractors is '~blackliste~". ·or OO.ycotted by any foreign OO!)cern.. ' · 

(3) The Export Adm1rustrat10n Act should be amended to allow 
domestic businesses to .provide importers or agents for importers ()nly 
affirm~tive factual infotmation relating to th~ origin of goods manU:· 
.factured. or produced. t~~ 11a.me of the manufacturer, the nam~ of the. 
msurer of the goods, the n!lme of the vt>.'3Se1 transportingthe.goods arid 
the owner or charterer' of the vessel. This information could. be pro-.. 
~ded on business documents in the following fashion: · • · 

w'tr'2 . i -i vi~1 \Pi:.. ~ -~~~~ 
~?' v 6.~~ bJ ~ 

_, tJrt:_• 'f\)V(> ·~ ;~"'~{-. . 
. l\.:,n ~ ~·~ 

~ '( (J..P' ) \ \J\= 

.. 



The productS are a;,rchd dy 9'£ U.S. origin. :- · ' . · 
The producer or manufacturer of the producl:.s is -----~------...:· 

--The-name of•the vessel is·---~------- a~d it is owned or chartered 
by·_. ______ .:. ______ ·---~-- .. . .-.": .J 

(4) The Commer~ Department should immediatelv begin to im
prove the qualitv of· its information collection, R.Ssimilation, and re-
trieval system. Toward that end, the Department should improve the 
quality of its reporting form tQ make-the instruc~ions easier for busi-
nesses to follow. · ·. · 

(5) The Ex mt · ho 1 'he ·amended to'pr~vide 
for exce t or t e escn ) of th~ 

_ a rotect pro-
;erietary informatipn~ Public disclosure wonld aid comp iance with 
the reporting reqmre~ents of the act and help pr~vent U.S. business· 
from being used as:S. tool of the economic- warfare of foreign nations, 
consistent with the p·olicy set forth in the Export- Administration Act. 

·. (6) The President" sho\1l i e se th. leve of eli lomat" effdrts· 
in order to mlmm17.e t e Impact 'o-f forewn-1mpose . re&tnr,tiv~ trade 

..practices on IJlencan cQmme~. 'fhese ~f!orts should -mc' ud~- ,for~
mg alhanc~ w1th u!J:ier·n~dJ'stnahzed natlollS -For the purpose of es-
t~-in~! basic international business ethics and standards. · . 

('t) iven the q,Irimerce Department's poor record in carrying but 
the s atutory {>Olicy ag~h~et foreio:n-imposed bovcotts. the subcommit--

l 

. t.ee recommends increPsed con~ressional oversight of the Commerce 
-nepartment by committees having jurisffictitltt over the Export Ad-· 

ministration Act. \;•'o ;,;.. ~It i .('{. . ~ 
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: ·CHAPTER I.-INTRODUCTION' 

ISSUES 

... 
Y~ 

The boycott of Israel by the Arab countries raiSeS fundamental a"Qd 
f1:e9,uently conflictmg legal, economic, and political issues for the 
Umted States. It has brought into question the applicability of U.S. 
antitrust and civil rightsla}V, laws affecting the ban:king indust,ry, and 

· secvritiea law affectin_,g ·;corporate behavior and disclosure. It h_·as alsc1 
·· raised t~· qt~estion '~! !Yh~~her there is ~eed f~r n~w la~. Th~ Arab 

boycott lS parl of the]Q.fger Arab-Israeh conflict Ill which u~s. for-
.·.ci~ .policy int.er¢s·~re involved and it has ll.d:d a sig!lifiCD;llt i~pact ~ 
w1tlun tlle·Umted States. The boycott also ratses<fundamentalissues 
con~rnihg 9ilr commitment as a ~ple to basic principles of free tra4e 
and freec;lom from rel~gi~qs discrml.inatiop.. . ·... · . · , · . · . -' . : 

. The A:ra'Q boycott aga1!1,St Israel, althottg'f:l Ut'\rolvmg a \Yid~ vanety 
of pi-actiCflS, takes ilirt~l.rP'asic fonns. The primary boypptt is a refu~ 
by the Ara'Q States,to defl.l commercially with the State of Israel or if;s 
nationals. An extension pf this, the secondary ~()ycott, is the refusal to 
deal with.~on-IsraeF supporters _of Israel. . · . . • . ; 

In aqq1t1qil, the 4rn.b pqycott mvolves a terf,J~try boycott, ~lso know:p. 
as an extended secondary boycott, in which tll~ Arab StateS re~se tb 
do business with firms qr individuals which are not themselves sup
porters of Israel but do business with others who ar~ cons~dered tO be 
stipJ?oliers of ~s:ae\ ln other wor~, the Arab tertiaey boycott im
pliCitly or exphc1tly tnvqlv~· requestmg a neutrn.l person f'A." llot tQ do
bus~ess :with "B" bepa'!lse "B" does business. with or· ot~erWi~ su:p
po~ !srael. ~or th~ Jmrposes, t~e Arab Lea,gue C<?untpes ptami4W 
blac~1sts of ·firms .whteh are collstdered pro-I15raelL The latter two , 
elements of the bovoott structure the se c • tiJ, . 
ca. wit t an 1 · r .... · · w. · . . +, 

e umque nature. of the tar~t of the boy~t, Is-ael, p~ts a · 
somewhat.novel problem in the history of hoJCOtts, one whiah''raises. · · J A 
the' possibility of conflict. with U;$:. domest~c ctVil riJt~~ law~ _,- Q. u /'..:,.1.. 

. h1rm ~ ass1gnmg, 
1 

- ... arl vY J 
or promoting persons on the basis {)f · r tb.B ~- . 

rm o tam usmess · ntries. Israel is not only a sovel'- «fJ 
e1gn state ut one ~tablish.· ed for ili.. e purpose .... <>f;proyi?ing a hom ... ~~aii.d (jl 
for Jews. It remams the syJ,Ubol of a worldwule reh~ous/~hmc com-· 
munity. Despite em hatic Arab statements that the bo. cott is not di-
rected ag ews, m Rrachc.e t e oyc IS rec a.gam ,. tif,-

. . . 

tIn llll Auc. st. 1975. letter to the New York oftlee of 'the 'National Anoetatlon 4>f Seed
rUles Dealera. Inc., the Commissioner General for the Central Oftlee for. t.he }Wycott .'Ifill 
Israel (organized b:r the Leag11e of Arab States) stated that· "the boycott lllUthotltles do 
not discriminate among pen~ons on the bast• of their reltslon or nattonalltt. they rather 
do so on the bal!is of their pa~allty or b!IP!lrtiallty to, Israel. and Zlonts~. •· Tbe bOJ'COt~· 
"purpose 1a to protect the ae<:JII"ity. of the Arab States from· the danger of. ·ztonlat ean
eer ••. to prevent the domi~Atlon of Zlontst capital over Arab National economic•. and 
to prevent the economic force -of 'the enemy. • • • from e~panl!ion .at Uie ex~ee of U.e 
lntereata of the Arabs." I · . · • · , · : · , · ·; 

Administration ofticlals have aliiQ Paid tb11t religious 'dlserlmtnatton Ia not part of :tlfe 
Arab boyrott. At 11. conference on tranm11tional reatr1ct1ve trade practices Jt the Unlver
Blty of Texas Law School on Feb. 20, 197!1, the then Under Secretary of Commerce Jam41s 
Baker III aald: ' ., . . : . :. • · ·o 

Contrary to a widely held ~nlscoueeptton. the Arab boycott Is not Intended to discrimi-
nate against American firma or clt1zena on religious or ethnic l!'rountl&. It 1a unfortunate 
tbat th terma "dtscrlmlnatlon" and "toycott•• have ~Moen viewed by many as being ay. non. y
mous. WhUe a few boycott n>1ues+q have been reported to tbe Department which appear 
to lnt'olve an attempt to dlscrtwlnate on rellglous or ethnic ground11, 'It .haa been the 
Department's overall e.xpertence that such lnf!tances repreaent isolated aets of 1ndh1dnala 
rather than the boycott poUcles oi the Arab StateS: · · · . · . : 

,Porters of Israel, including tbgse 1,ixing_in the United States, '!).any 'oi 
whom are lso members of the .Tew1sb falf;h. . ' 
-The belief that the boycott is based on religious discrimination· tends 

to generate a profound American reaction because it. strikes closely Ji,t 
U.S. ideals. This aspect of the Arab boycott rp.iees the question -of the 
applicability of U.S. civil rights laW'S to Arab boycott activities. · 

A {l&ramount aim of American foreign policy is to facilittt.te a 
negottated settlement in the Middle East in the interest. of world peace. 
The United States has attempted to avoid JlrDVo~g a confrontation 
with either side .of the. dispute. The admin1stration has expressed the-
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view. that ne~ meast~~ to reduce the impact . of 'the ~yoott could 

'jeopardize its role.~ a n;:ediator and other rela'ied foreign policy:' 
mt.erests.• Indeed, th~ Um:OO States has long re~arded bOth ArabS 

• Bee, for exam~e. the testlm~n}' of WUUam Simon. SecretarJ' of the Treasur7, before' 
the House Committee pn In~rn!ltlonal Relatlona, June 9, 1971. , ·;" '· · 

and Israelis as friends 'and has sought to promote the 'economic .growth 
of their countrie& . · · · · ' · 
: · Another important ~oncern, inextticably tied to U.S. foreign policy, 
nas beep the U.S. Go\i~rnment's desire to f9ster expt>rts to the Middle 
East in order to recoup trome of the dollars the Arali!l have accumulated 
as a result of the fQurfold rise'in the price of oil. Such exports have a 
favorable impact on V,S. balance of payments and on domestic employ· 
ment. In this regard, AmeriGan business finds itself in the difficult posi.;. 
tion of being urged to' mcrease exports to the Middle East and. at the 
same time being enoouta.eed not to comply wjth the Arab boycott. 

. trade i rries·eve . · · li ht of .S. 
Governments· osition w1t r . r t . · · s. tstoncaliy, 

e ~1 es a13,. ~n .~ l_eadin~ proponent pf fre_s, and un~¢ricte'd 
world;trade. Oppostttb~i~ th~ ·Af!.l.b bi>ycott ld ~eo~1stent WI~Q. lop.g
st~ndmg u.s~ c,?mm~u~.l :POllfY ;~ncorpor!lted,bv Congr~qg lti~~ tpe 
Export A~mlstr;!§en;t1-~t • ~nd recently t~stated ·by :fres~~~t 

' . ! ' ~ ~ - .- ., -:- : . '!> • • ; ' • -_ • • • • 

•The Export ..(o!mJntstratfiin Act ,(ISO U.S. J,.pp.'2402) .itatt!f: i · , . · ·. ::i. ·~:;· 
"(5) It II thj! polic7 of th. UUnlted State11 (J..) to oppoJe re~trleilve trade practlcee' or 

boJ'cott-a fostel't!d. or lmpo~ed :rotetgn countries agaln11t anY o .her 'countrie11 frlepdl7 to 
the United Stata. and (JJI' entourage and request ,domestic co eer a engaged 'in the 
exWl'if gt ~rtleles matgSals · 11upfi\tes, or··tnformatlo '·· . ,.e use o take any aettom 
rni!fu. ing t e furni.han~r (l. lulorma on or the lllgnlng ora rHo .. menta, which. baa the. elfe : 
of furthering or liupportlng"lbe restrictive trade praetlces or boycott&, f08tered or 'i!ll.PO 
by aD}' forel!'!l fO!lntcy a~alnat another cou~try friendty·to pte United State!L'' _': ·. I :1 

. Ford." Howevel", the United States has also ~n t~e architeCt. of;, 
,. ~ ,· 

•on Feb- 26, 1971S. Pres14ent Ford, In bts ninth preSIJ conference, seftorth the admlD-. 
'lstra tJon'a policy as followa : · · · ·, · · · . · 

''Therl.' have been reporta In recent weeks of attempta ln the International ban"~ 
eomtrunltJ' . to discriminate llf!D.lnat eertallf lnstltutlo!JII car : lndivtduala on relljjloqa qr 
<ethnle ground&.· · - . ' . . . :-. '· ·- · , • 

"There shoUld be no .c'oultt a!luut thl' pdsltlon of uda adml'!llatratlon and tllf. Unltt!!l 
tltatl!ll. Such dlscrlmlnaUon Ia totally contrary to the J..lJlerlcan tradition and reputrnaJlt 
to J..merlcan prlnclplea. It ht~e !Jp:plaee ln thfl tree practice of commerce aa It has llonrtshecJ 

In ~~r:;':\1'slnessmen 11n'ci ·t~ve•tors ani .. ost weloom~ tn Ule United, ~tatea .JVben . tb~ 
are wtlll~. to conform. to tlle pclndplea of 'OUr s!lclet;r.; However, any lllleg>!>tiOnt~. or. llil
ertmlnatlon wlll be tully tDvelltigatl!ft and appropriate actloJJ ~alren .under· the 'laws ot ll{l!l 
United State&"· i j • • · • · · · ' · · •. :.,' ' ' : 

variety of internat1on~l trade ~trictioJ1S; l~tgely directed · againSt 
various Communist nations. Having u.s. trade restrictio~s RlJ,d tb.e 
antiboycott policy both implemented by the Co~erce Depp.l'tmei1t 
exacerbates the policy qilemma. : . · ·. , . · i·. ·· . 

PURPOSE OF SUBCOMMIT'I'EE INVESTIGATION 
' ' '. 

In )!arch 1975, the subc'ommittee commenced an inv~sti~ation i.nto 
the domestic implications .of th~ Arab boycott, The .h;qti1ry w-as re-
quested by many p~rson.s, partlcularly Representative James H. 
Scheuer of New York. Althoug:Q t}le Arab boycott against bra~l Rl\d 
its supporters has been ifl existence for 25 yep,rs, C..ongressina~ ~cheue.r 
:point~d out that its impact on American commercial practiceS h!l$ ap:. 
pa:ren~ly increased draf!}atically fol~owing ~he 100 percent pet:rolewp 
pnce mcrease after t}le recent Ar$.b 011 embargo; " ! , · ·. . i 

The investigaotion was ~gun to determine the nature and scope· of 
the boyoott and simi~~r restrictive trade ~rac~ices im~~~ OJ\ tl,le 
United States by fore!~ governments, corwratlonD or Cltl~ns, to w:r 
certain how pervasive these practices are, :to evaluate the qoyt9tt's 
~nomic impact on • Am~rican q~sine..."'B, and , to find . opt whether 
Federal laws relate(! to the~ prctices ha\l'e been e~ectlve ·and fully 
enforced, as well as to make JUdgptents on the need for ne)V law.: 

THE SUBCOMMITTEE'S JURISDICTION 

The subcommittee's jurisdiction arises und~r t~e legislative powers 
of Congress specified in article I of the Const~tutlon and Qle ~ules of 
the House of Representatives. Ru1e X es_tahh;sh~s ~e. C?mm1ttee on 
Interstate and Foreign Commerce and gtves at Jnnsdictlon oyer tho 
following: · 

Int~rstate and foreign commerc-e generally. 
(',onsumer affairs and consumer protection. 
Security_ and exchanges. 

.. 
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. . Included Wlthnt the OOlnmittee's jurisdiction afe statates a~E#· 
.ttered by the ¥e?eral ~e COmmission and the Securities and .1!.~· 
;:;~~~IssJon •. t~~tlon 5 of the Federal Tr~~:d,e Commission Aet,r. 

Unfair methods of eO~petltion In commerce and -unfair or deeeptive acts or' 
practices 1n commerce az:e pereby deelared nnla wful. · '. 

f · . Seeurities Exchan . .-. ' ·des 
that an "mani ulative or ece tlve evice· or contrivance" rel ting 

e sa e or pure ase o secuntle u . n I•tlon under 
e regu a <? e ecur:t1es and Exchange C.ominission-i'l CFR · 

240.14-a-1-p!lbbe corporations are required to afford stockholders 
the opportumty to have proxy materials included in the proxy state- r 
?Dent sent to s~khc?lders apparent!,v including such matter relat- ../ 
mg to the praet1ees of a corpo~abon regarding a proposed bOycott 
request. , . · - . . , 

Furthermore, underths S~urities Acts Amendments of 1975-Pub
lie Law 94;:2~-:-t~e ~«ommission has authority to apply to Federal 
·courts_ to ~nJom viO}atit?n .• ~.fthe ru~es.of any ind~t~y self-regulatory 
orgaruzat1~n. The ~at1o.nal AS!'ioc:~t·"!l <if Sf>enr,t.le."' Dealers' rules 

. of. f~r practice z:ec!l\iie 1th~ its. members obse~~ j!lst .l!nd ,ei:Juital~l~ 
pnne1ples of·trade m~.aie·conduct of the §ecunt.tes busmess. .. · · 

The subcofumittee~ ~'he oversight arm of the COrhinitteb' bit inter
state and Foreign f"JO~ii;lerPe .wit4 jurisdiction .concurrent witli tha~ 
of the full committee:· 'Th~ subcommittee's oversight respOnsibiJitie$ 
.af Ut f~?~h in rul~ ~djf tP,e Rul~s of the 'House of RepreseP,ta~~~ei:J 
as o ows. • ·- _ _: . : . , . . . . . r · . . ; 

Eacb standing commtt~ee (nther than the Committee on Appropriations and 
the pc>lllll')i~ OD the Bp4get~ shall review and study, on a continuing ba~JilJ. 

··tbe appli~ation, admtnlstr~tiop, execution, and e1rectlveness. of those l!iWS. or 
. partsr of la"lfs. the sul)ject Platter of which is wlthtri the jurisdiction. of that 
ec>f!lmittee, •nd the organtzatfflfl an«,, operation of the· Federal agencies and en· 
titles having responsibllitfe• in or for the administration and flll:eCUtlon thereof, 
In order to determine Whf:ltper such laws and the programs thereunder fir~ beln~& 
implemented and carried•op.t h1'accordance with the lptent of the Congress and 
whether suCh programs should be continued, curtailed, or eliminated; · 

In addition, each such . coiptiuttee sliall review; and study ant conlfition8 or· 
'circumstances which maylpdlj!ate the necessity or 'deslrabiUtY of enacting-new. 

or additional legislation .Wltlllfl the Jupsdiction of that committee; ( w,h~ther or' 
· not any bliJ or resoluti9n ba's.been in~uced with respect thereto), and shall on 

a continuing basis undertake future reilearch and forecasting on, m~tters Yvlthln 
the jurisdiction of that COJJi#IJttee. · · ;. · : , · , · ' 

In the course of this investigation, the &ubcommittee aou~rht and 
received information from persons in State and FedeJ1Ll · povem
ment, various foreign FJmbassies, the academic community, qusine8s, 
and others from the·priva~ sector. Sources in the Federal Qovernn::u~¢ 
included persons at the Department of the Treasun, Deo,rtment of 
Justipe, J:?epartment of C'JOmmerc,e, ~h~ Federal ReEerve System, and 
the Secur1t1flS and Exchange Comm1ss1on. .· : . .. · . : . , . 
It became apparent, :however, that the bas1c data needed for any 

systematic ~nd comprehensive: exa.mination of this subject was. CoJl
tained in reports required to be compiled by the Department oi.Gotn-
meree pursuant to the Export Administration Aot.' ; · 

... ' . ,. ; 
• Ori!dnaU.r aee. 3(a) of tbe 'Export Control Act of 1949. as amended b:r Pub1lc L8:'1'1' 

89-63 (1965); since the enadment of tbe Export Administration Act of 1969. (Dec. ~0, 
19fliU. sec. 4(b) of that act •{50 U.S..C. t'PP· 2403(b) ). . . . 

The act requires that-~ll Amencan busn}ess concerns report ,to the 
Commerce D!3rartment facts surrounding requests they h~v~ r¥eived 
to provide information or tak~ B.f~ion as part of !1 restncbve t~ade 
practice imposed ~y one country f:tendly to the Umted States aga~t 
another country fnendly to the Un~ted States. · 

C~~PT PROCEEDINGS 

The subcommittee requested copies of these reports on July 10, 1975, 
from the Commerce Department. On July 24, 1975, then Secretary 
of Commerce Rogers C. B. Morton, wrote to Chairman John E. Moss 
stating that he would not provide the documents because to do sa 
would expose "finns to possible economic retaliation by certain pri
yate groups merely because they reported a boycott ~uest, whether 
'!r not they complied with the request." • He added: "Such a conse-

• Contempt Proct'l!diDfo!S Agalc10t Set'notar.r of Commerce Rogeno C. B. Morton, Suboom• 
mtttee on Ovemgbt and Investigations. Committee on Intel'lltate and Foreign Commerce, 

_ Sept. 22, 1916, Bel"lal No. 94.-45 (hereinafter referred to as subcommittee he~ga), p. tpa.. 
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9.uence would not, in:@y view, be in the national in~rest. Accordingly, 
I must decline th~ request set forth in your letter."' . 

" Ibld.. p.. 114. r 

Secretary Morton :kssertoo that he could not pr~de.these rep<?rts b,. 
the subcommittee because to do so would violate 8ection 7 (c) the 
confideu~ia.Iity provi~ion1 of ,the act. • Subcommitf:E!e Chairman MOs8 

;, ' . . ... ,\ 

. • Section 7(e) of the act state~~: · . ... •. · . · 
.. No department. agency, or otlielal exereh!lng any fuu'l!tlonl untler thl11 a"': ahaU 

pubHsh or dlaelose !Ii:formatlon obtained bert-under wh!ch ls deemed confidential 01' 
wtth reference to which a requeat for conlVt>ntlal treatment Js made by the person 
furnishing such Information, unless th,. ht>ad of such department or &f:eney determine~~ 
that the wlthbolding·.thereot ts contrary to the national Interest. ·(50 App. sec: 
2408(e)) • ': ;., · .. 

pointed out to Secretarjr Morton that, "section 7.(c.) does n?f- in an:y 
way refer to the Co11;gress and that no reasonable m~rpretatlon of the 
section could support the notion ·that Congress by Implication had 
surrendered its legislative authority under artie]~ I" • of the Consti-

."' . . ' ' ' ,. 
• Subcommittee bearing~~, P, 4. Also see pp. (III). 47,101, and 126.. , 

·· ~uti on. Chair~an M~'~i~ 'that if Con~ w~tP ti.) give ~l> !it~ p~wers 
m a. statu~ 1t would httve to do so expressly~· not _by 'SI'hmce bt Qy 
implication. ~ : "'' ' . ' .· rr:~' . ' ' . 

., The Secretary. r~u .. ~f.~t! and obtai~ed llP.. ?Piril~n from Atto:ney 
General Edward UVJ. t.o support his pqs1bon. ·The subcotnm1t~ 
received opipions frdi:n foqr constitutional-law scholars refuting, SeP-
retary Morton's view il:g,d that of t-he Attorney General. All four ha~e 
~ritten op. "ExooutiVtf'privilege" and ~ngtt!~'~roblems in obt~tining 
mformabon from tJu~ Ext>cuhve. They mcluded Prof. Raoul Berger, 
Charles Warren, senior fellow in American legal history ~t Harvard 
University; Prof. Philjp Kurland. who teaches const1ttitional law at 
the. University of Gpicago; Pro!. N~rman D<;n'Sen, who ~c~es consti
tutiOnal law at New ¥ ork Umverstt.y and Is genenl counsel to the 
American Civil Libert1es Union; !illd Prof. Burke Marshall1 fprmer 
general counsel of the IB)f Corp;, who teaches Federal jur1sdictio:p. 
and constitutional law at Yale University. · 1·· . 

All agreed that t:he subcommittee is authorized to comoel release of 
'the boycott reports by Secretary Morton, and that section 7: (c) of th~ 
Export Administration Act is not a lawful.bar to the subcommittee'IJ 
subpena. For example, Professor Berger conc1uded : .10 · . ' 

"'Subeommtttee hl!arlnp. pp. 47 to 121i. 

In my opinion, section 7(c) of tbe Export Act is not applicable to'a congres
sional dfmand for confidPntial information; it does not abH'llve the. Secretary 
of Commerce from compliancl' with tbe subpena ;of your subcommitt~. 

Professor Kurland commented:· 
' 

• • • I am of the opinion that as il matter of law [the S~retary and the 
Attorney General] are wrong in tbeir claim for Executive immunity from con-
gressional oversight in this matter • • •. · · 

I urge this subrommittee not to routribute to the continued destruction f>f' 
('ongres!dunal authority. The constltutirinal plan of checks and balances, an etr 
sential ilafeguard for American liberties, is con!!tant1y endangered -by 'failure 
of Conl{ress to assert its authority vis-a-vis the Executtve. I trust that this· 
case will not prove another instance of such surrender; the rights at stake a~ 
not those of individual Congressmen, they are tbe rights of tile American people 
whose representatives you are • • •. 

These opinions were obtained in addition to a memorandum from 
the American Law Division of the I..ibrarv of Congres!'- on Sepfember 
19 and from subcommittee legal staff on Sentember 5. Both found th~ 
Secretary's position incorrect. With six legal opinions in hand, the· 
subcpmmittee thoroughly examined the Secretary's position throug:fl 
cross-examination of constitutional f.''tperts and 4 days Qf hearings-
including 2 davs TV hen the Secretart· wp,s present. ; . · 

After considering Mr. Morton's defense, the snb~ommittee found 
him in c.ontemot of Congress on November 11, 1975, by a vote of 10 
to 5 and referrei the facts and c.irc11mstances snrrounding that finding· ' 
to the full committee for ~ppropriate- action.11 It was the first time-

u A summary t•repnred by thP rntwummlttt"e an-I ,Vl't'NI!'nted to tbE< Committ4'1'. on lntt>r
t!tate and Forl'i .. n CommercE' for ~~~..t!l<>ratlou In lt11 proposed contempt proceedlnp hi· 
provided as app. A at p. - ... u~o. Rt>t> Subcommltte<> bt>arlnp. 

in historythat a member of the President~s Cabinet had been found 
in contempt of Congress, acc.ordirig to lega] historians at the Librar,Y 
of Congress. 

~ •. 
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On December 8, W75, 1 dav before the full committee was p~ 
pared.to vote .on sending to the floor of the House a resol\ltion to 

· hold the Secretary of (',ommerce in contempt of C-ongress (resulting·. 
in his arrest and detainment until the documents were provided), 
Secretarv Morton arrreed to provide the subcommittee with the su~ ~ 
~naed documents. Secretary Morton's decision to.surrender the docu
ments came after the. chairman of the subcommittee said he would 

i.· receive them in exec11tive session in accordance with rule XI(k) (7) 
of the Rules of the House of Representatives.12 Thus, the contempt 

-~ . . ~-.· . 

. • · u Jlnlp Xllk)f7\ orovldl'l: "No t'dllt'Jl"f' or tpstlmony tlokPn 1n .f'Te<-ntlvP sPsslon IJll:f 
be rPleaset'l In 11ublte sP~•Ions without thl' eonPPDt or the eommlttl't'." CopiPR of the 
exchan~e or letters between Chairman Moss and Secretary Morton; and the subcommittee 
resolution are printed as app. B. at p. -. . 

. proceedin~ against' 'the Commerce Secretary became moot ~nd the 
subcommittee received a~proximatelv 12,000 Export AdministratiolJ. 
Act reports needed to con uct Its mvesbgahon. · . , == 

1. 
":;THE SUBPENAED REPORTS 

. ' The documents' vaihe ~to the subcommittee's investigation was sum
marized ~Y Chairm~n. Mos(during the subc __ oiilJ!Iittee_ .. · 's September 22, 
1975, heanng. He sa1d :· ·: -.: . _! • ;"· • • • 

To find ouf 'what th~>·rffect of the boycott on. our country has bt>en, the 
subcommittee and ultlm'ately the C-ongres!l needs answel'B to tmC'h questions as: 
Bow many companies ·havf' comn'led with bovcott reque10ts, and ·why? .What 
kinds of products are cover\!(}? Have firms whi<'Ji. ~ave r~>fused to comply lost 
business? H~tve th~>y suffered· a competitive disadvltttage? In dollars and cents, 
how much moneY. is~ involved? Are the stocks of 11ucb com"lltnles traded· on the 
U.S. stock eichatiges? What steps should the Conferees take?:u 

u Subcommittee bearings. p. 1. 
1M. S. McDougal and F. P. Vellelana. "Law and Mlulmum World Order•• (1961) at 
~~ ' 

The g-oal of the subcommittee's analysis of t~e dOC'ument was to 
determine (1) the nature1 scope, lind impact of the boycott(s): (2) th~ 
nature and extent of participation bv American firms; (3) the effec
tiveness of the ComfDSrOO Department's administration of the boycott 
provisions of the E~port Administration Act; (4) the util~ty of exist
ing laws; and (5) the need., if anv, f()r new law. R.(:'levant. questions to 
be answered includt>d! How many U~S. firms recroved boycott requests Y 
What proportion of U.S. forei on trade was sp.bject to boycott requ~ Y 
What was the dollar value of tnwe conducted under Arab boyco~ 
regulations¥ What comJ'llQdities and industries were involved f · ·; 

What kinds of actions were American c.ompanies asked to take or 
refrain from taking¥ What did these companies actuallv do¥ How· 
widespread was the problem of rt-ligious discr~minat>on ¥ Were the~ 
antitrust implications to anv of the actions. of American oompa.niest 
Were anv compani~ placed at a comrwtitive disadvaPtage by refi1sipg
to comply with a b')vcott request of hv bein~ "blacklisted"¥ Did a~y 
compani~ lose bnsin~ as a res\1lt of tht>. opt>.ration of the boycott! 
Many more questions arose as the study proceeded; some questiomr 
remain unanswered. 

IDENTITY OP FIRMS 

There have been a sur~antiaJ number of requests to the subcom
mittee for a Commt>.rce Denartment list of firms who bpycott Israel. 
These requests, and the ref"renct> t-o a list, apparentlv stem from the 
descriptioJl in news accounts of the Export Administration reports 
filed with the Commt>rce De.partmt>:p.t bv U.S. exporters and subpenaeq 
by the subcommittee from the Dt>partment. These reports, however, 
do not constitutE'. a list, and the Commerce Department hilS never· com
piled a list of firms complyin~ with bovcott requests. The (',omrrierce 
Departmt>nt. I rts obt 1 . v . I sulw i .tPe ('.Q- sea at k>ast 
30.000 ocumen'ts Pnblishinr them would require several large vol~ 
umes. 

- Wlii1e it was ~nerallv possible to determine. the rate of comp]i8Jlre 
with requests re.ported, it was impossible to determine to what extent 
U.S. firms bovcot.ted Israel on the basis oft he reT)()rts alone. Deficiencies 
in the Commerce Department"s administration-of the statutory report
ing requirement arl' largely responsible for not being able to makft 
that determination with complete certainty. 

) 

• 

. · . ... 
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CRAFTER II.-THE ARAB BOYCO'IT: AN HISTORICAL PERSPECTIV1f 
' { -~ • • I I ( 1 ';', • • 

.. · INTERNATIONAL CONTEXT 

The Antb boy~t~ i,s not e.ntirely uniq~e in relati!ln.s among sovereign: -
.. states. 'f~e practlce;pf on~ state li?ycottmg a:t;tothe~ 1s one of a numb~r· 

of traditional techritques of exertmg eoonomic pressure to achi~v~fde-
. sired, mo$tly polit!~l, ~n~s. Otb~r techniq?~ ytclude ~XJ??~- ~nd· i:Ju

port em~argoes, lu~~n.s~y.g. sy~ms, black~1st~n~, -p~hibltfO~I?_:bP: ,re-
exportation; preenw:tive ·• buymg, controls on slnppmg, foretgii . eJ:-· 

. c~ange controls, ~nd '~lie blocking, freezin.g, o.r !estu~g of ass~: ·'f~h-
ntques of economic warfare were 'llSed w1th mcreasmg.139 ·hlstlcat'i&n l. 

during the two World ~a~ 1 and are enera.Il consider b ~e-Ie~-

. 1M. S. McDougal and ir. P. FPllclaua, "~wand Minimum World Order" (19in:) at p. 10. 

imate exercises of sovereignty, not contrarY ·to international law_.s· 
• 

•12 U.S.C. 95a, 50 U.S.C. App. 5(b). 

tions embargoing imports from certain Commun~st countries as well as 
controllilll! the export of strategic materials by the foi·eign affiliates 
and subsidiaries of U.S. firms, including the asEemblv abroad· and ~ 
export of U.S. components. The extr.aterritoria1 application of ~reas
ury Department regulations created substantial difficulties. V(ith U~S. 
allies. · · • • 1 ; 

Through use of a third law, the Mutual Defense Assistan~;(J~ntrol 
Act of 1951-comzponly known as the Battle Act ·~he Umted States 

• 22 u.s.c. 1611-16134. 

sought to pr~ its objectives on recipients of u.s. foreign assistance 
by requiring the flUSpension of p:ll military, ~onomic, and ftnancial 
aid to countries shipping armaments, nuclear materials, and other 
strategic material~ to natiOns threatening the security of the United 
'States. · · -
, The Battle Act also provides current authority 5 for U.S. participa-

• Ibid. 

tion in a multilateral mechanism for control of strategic exports to 
the Sino-Soviet area operating through a Coordinating Committee 
(COCOM) composed of all NATO members except Iceland but in
cluding Japan. The list of strategic commodities subject to Battle Act 
restrictions and forei~ aid sanctions _is dev~loped unila~rally by ~e 
United States. The COCOM international hsts are unammously ratl-
:fied by the United States an~ .its CDCQ~ alii~. . . . . 

Finally the Federal Manbme Adm1mstrat10n mamta1ns a hst of 
ves...o:els, c~rrently numbering 203, calling at Cub;on and Vietname.Se 
ports to deny these ships the right to carrv U.S.-:firianced cargo and, 
up until late 1975, to refuel at U.S. ports.• The boycott of vessels doing 

•lleport No. 128, Federal Marltlmt> Admllltstratlon, Sept. 23, 1975. 

' 
'•· -
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business with Cuba; for example, began in the ear9' 1960's for th" 
purpose of discouraging trade with Cuba.r Ships whteh have rece:ptly 

J • • .I • ·, . • . • . . • .. f 
1 For a history of recent. hiternatlonal f'conomlc controls. 11ee "Sauce for the Gander" by 

Andreu F. Lowentleld. a llaper delivered at the "ConferenCf' on Transnational Economle 
:Boycotts and Coercion," Feb. 19-20, 1976, at the Unlventty of Texas School of Law, 
-~~~ ~ ' . 

States, for exampl~;las·::noi required other countries to boyoott Cuba 
as a condition for ~ing a!>le to ~o busin~ vrith the Unit¢ '$tate& 

•• ~_':~_;_ -._··~ ; :·· •• • ~ • 1 * •. )~ ;· ::.• .• -~ 
• ~ : I {I . ' ~' 

) E\TOLUTION OP THE ARAB :BOY~· ' . . . · .• 
-~ ;.,"'· .. ·.- ·:~ . ·-·~-. '-~. 

· Emerge~ce of th~:·z}~n,ist movement, trigl!'ered by renewed ·anti
. Jewish sentiment in' ~utope d~rin~ ~e late 1~'s, was accOip:J>a~~~ 
by a resurgence of Jewtsh enngrat10n to Palestme.• From· that t1me .. ~· . 

• Thle aectlon larl!'el:v fl'Jllow•: Mark. CJ:v"e R.. "The .Arab :Bo:vcott of Isl'llel: A :Brleftn1 
Paper." Congressional Re"earch Service. Llbrar;r of Co11rr~1111. Mar. 10, 1915,. p. 1. . · 

until establishment of the State of ls1"8.el. the Palestinian Arabs and 
Jews informally boycotted each other. Throughout the 1930's and 
'the 1940s, the dispute between the Palestinian Arabs and the Pales· 
.~inian Jew~ over t}le question of Jewish statehood became inc~ 
mgly polarized, ahq the Arab boyCQ~t began to lbroaden.1

: · · 

111 lbld. 

In October 1945, only a few mbnths after its founding, the Arab 
League formalized the ex1st.ing boycott by :Palestinian Arabs against 
goods produced by Palestinjan .Tews and enlisted the partipipation of 
. all Arab States. In April 1950, after prolonged disc:ussic,n ~f feasi
bility, the boycott was extended further to include the .boycott of 
sul>porters of Israel. that is. the secondard Pnrl tertiar;,v ·~yCQtts. 
Finally. in Mflrch l951 . · ce 

· cott actions of lea 

""Ibld. 

Regarding t'he rationale for the boycott, an April1960 Library of· 
Congress report staf,es: . , . . . · 

The Armistiee of February 24, 19J9, resulted only in the sus{>e~dlng of 
organized military operations; it did not, nor did it purport to. establish peaCe. 
ln effect. it only changed the character of hostilities fro!ll direct military action 
to the application, particularly. by the Arab States. of other kinds of pressure, 
mainly economic. Egyptian authorities, in particular, presumably had po. inten
tion either at the time of the armistice or since. of entering into negotiations 
for peace with Israel There were practical reasons for this attitude. The Arabs. 
believed with considerable reason that Israel had access to great amounts of 
foreign capital controlled by tl.nanciers of the Jewish faith in Europe ancl the · 
United States. read n on Jewish immi lints tp 
Palestin b we evelo ed mana er1a ~; 1 < and 

Haes .oa 
tre bot a he 

West. They cone u , ere ore, 
~a~thli.le~i~r ~~e;l.lst~In~t~e~res~t"'ca~ll~ll.;!o~rioiia~s~trt~ct~ec~o~nM~•c boycott of Israel whicp 

would at onee restrict the tlow of raw materials to Israel and eliminate any 
market for Israeli goods in Arab States... · ; 

u HoPkins, Halford L.. senior apeclallst tn International relatlons. "Tbe Arab :Boycott of 
Israel Wltb Particular Referen~ to the Suez Canal : A Background Paper." Legislative 
/ll.eference Service, Library of Congress, Apr. 1. 1960, pp. 10-11. 

The rationale for the boycott as an aspect of the ongoing state of 
belligerency and the conSistency of Arab support for the boycott 
has apparently changed little. · · 
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-The bo;ycoU's imp~ has, however, changed substantially in recent 
years. This chanli!LiS a di~ a!Wlt..of tha uuu:faldm' ~ tbR PJ;ic, 
of oil jfucb !alifiied iLe:Crnlti!i;;;:;Jj ;;;;;n;ifih&JD;ia. Due to 

"Die normal timelags in oil payments, massive accumulatton of oil 
tevenues did not begin until 1974. That year, the eombined curran-
account surplns of th~_OPEC nations,11 which includes several mf!.jor · · 

\ 

• 111 OPEC (Ornnlzatlon· of Petroleum Exporting Countries) Includes: Algelj_a. Ecuado!:1 ·Gabon. Indonesia. Iran, Ir4Cl. Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, \}nlted Aru 
Emirate~~, and Venezuela. · i . - _ -

non-Arab oil producifig countries, was $62 biUion.u in 1975, this sur-
. . .· . .. ... 

·r -:·• 
2<Tbese figures and tbo8e $mmediate1y following are taken from Morgan Guaranty Tru1t 

Co .• "World Financial Yarli:etl." J'an. 21, 1976, pp. 6-8. Yorgaa·• figures are somewhat 
hl!l'her than those of the U.S. Department of the Treasur7 which placed the OPEC surplul 
at $41 b11Hon lu 19711. · · _ - • 

plus is estimated to h~ve dropped to app~ximately $29 billion. De
spite lowered fuel <;Onsumption due to worldwide _recession and mild 
win~r weat}ler, total oil 'revenu~ remained approximately 't.he 'sam~ 
because of higher OPEOgovernm!IDt ea,rnings ~r barrel. The drop'in' 

' the financial surplus· was produced largely by, ;a. substantial growth. 
in im~:orts·l;>y the Of~q ~~ionq. OPECJn!P§rts __ of g®(l.~::r?-se·~y 

· two-thtrds from $58 btlhon m <!974 to an: estlm~£ed. ~T iffilfian·ni 
. ~975. Mor~f: Gual'f!.~t.f.:~ eo.: has estimated th~, in 1~7~: OfEC 
un~rf:s WJ!J .mcrea~ !'Lt. • e~rn~wh',at slo\\er -~ to ,$104 bllhon: '· ·-: 
· 'l'he additional leverage. whiCh the A:r:ao eountnes have obtameiJ 

. from their increased . .()il rovenues has been :fl.cCompanied 'b:v grea.t.er 
dili$ence in enforci~ b?.Y-.~tt r~triction$.; 1b;, .. ~e~t conce~ in t~' 
Umted States over theooycott dtd not arlse1dv~r 1ts Impact on trade. 
Rather it was first noted in the investment ba-nking sector. One sour~ 
sugg~ts that the Arab boycott may have' ~rteci to work in thi 
finanCial community as far back as March 1974.111 Its imp~et, how-

=·. 
CONGRESSIONAL CONCERNS 

. Congressi0Il2l.l response to the ramifications of the Ai$b:b6yc9#
'began as far !back as 1965. The issqe was explored during heari:q,gs py 
the Ho~ Committee on Banking and CUrrency, Sribco~~ Qn 
InternatiOnal Trade, to extend th~ Export Control Act.15 Arl ~iatnma.!.. 

. ' ~. . .. 
"'U.S. Congress. House Committee on Banl:lntt and Currency. Subeollimlttee on {pter

natlonal Tradr. "Continuation of Authority for Regulation of Exports and Amendlnt thlt 
• --Export Control Act." W~U~htngton, .D.C., U.S. Gov.,rnment, Printing Omee.1Q65. '(l!ei:'elil· 

after referred to 48 Bouse hearings. I Heartnga held lla7 Q, 13, 20, and 21; '19611. ; ! ' ' -

tion of the oommit.tOO hea~ ~'nd the ~ta.~ Ho~ and-senate 
reports suggests that there has been little chinge in the ~rgumenf,s 
raised by the va.rioqs participants in the controversj in the nearly 11 
years since those hearingS; · ' · · • ' ' ' : ' 

Testimony by IrvinB: Jay Fain at these hearings, representing thf:' 
American-Israel Pubhc Affairs C'A)mmittee, offered a concise state
ment ~f t~e reasons for opp~ing tlte boycott. In ~dition to o-u~lining 
th~ ~bJectlon~bl~ nature and 1m pact of Arab questions c~meernm~ the 

·--rebg10us afliliatum of owners and employees of American buSin~ 
- Mr. Fain detailed other effects of the boycott on American business as 
·follows: · -. 

- .. .... 
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J.J t . 
' :1. The D.B. businessman Is Involved ln the Arabs dhlpute with Israel even' 
· though he may not wish to be Involved, or even though he may oppose such boycott 
1 actfvltles. ' · • 

2. The U.S. businessin9.n .Is being put In the position of being blackmailed to'· 
live up his Israeli busb1ess under fear of losing bls business with Arab countrle11. 

8. The U.S. ~uslnessm'iufts required to 'tmpply atlldav~ts which have no.pel':· 
. tlnence to the business a~p,ects of the transactfou· · · · . 
• 4. The shipping lines &'l'e required to run double routes to the Middle East. • 
.-----· . {::0. . . . :· ~ 

u House hearings, p. 198. c.: . · 

Mr. Fain conclud~f 
The United States cannot avoid Involvement. Inaction by the United States 

become an act of omlssioJ1, whieh permits the boycott activities to continue, thUS' 
becomes positive lnvolvep:tent in support of the boycott. • This Is a case where
silence gives assent. Tbe United States must make a di:'Cision. The United States 
must decide whether It will protect its businessmen from 'the boycott or leave-
them exposed. • · · · . 

ti; ' . 

• u House hearings. p. 201;' J ~ : ~ , ·~- . . . 
,Failure~ address the'boyoott prpblem was viewed by Mr. Fain and 
. other witnes&'S as ~ptance of the boycott with. all its undesira.bl~ 

" dom~tic an? interna~on]JJ.famific'ations. . , ·.: ': · . 1 • ..:. • . ·; 

· Ass1stant Secretar.r.::Qouglas )facArthur rr,. · represe:Qtui_g tlie De-l' 
partment of .State, f41d the=J!otise Banking and Currency Committee 

. m ~965 tha~ some bilJ~:l~(Jer ro~s~d~ration pr?hibit1Jll5 the fur-rtishi~g
. of mformat10fi and the Sl~~ng of Jtgreements m compliance With Arap 
, boycott ~rms would ha.~ t,ht following effoottu ' · . .' · 

1. Prevent Americ.!ltf.ftt:ins, some of whicH tl'kde with both ls11te:U 
and Arab companies,J'romtrading with the Arabs. , 

2. Seriously harm our sizable commercial relations with Kuwait and 
Saudi Arabia, with adverse eftect on our already negative balance of-
international transactions. • . · . 

3. End cooperation with the United States by several Arab States-
which hav~ rec,ently ~n very cooperative on poycott actionS. · · 

4. Prohibit actions which we ourselves must practice in enforcing 
U.S. leW,s1ation regarding trade with Ct1ba. bv other countrieS. Our 
-vulnerability to hostile 'propaganda would pe" increased thereby.1• · 

,. 
u Letter to Bon. Wright Patman from AliBistant Secret,.:r;r of State Douilu Mae-· 

Arthur IL Bouse hearings. p. 38. · . . · . 

' Assistant Secretary l{aeA.rthur's fourth point-that U.S .. restiic~.' 
tion of trade with the Communist world would be seriously h'ampered 
by passage of antiboycott legislation-emerged repeatedly as a major 
reason for avoiding action on the Arab boycott. For exa-mple, 'Acting 
Secretary of State George W. Ball testifieq 10 years ago: · 

The central problem we foresee in it, I suggest, Is the impact it wonld haVf'" 
on the kind of C(loperation we are rt><.oeivlng in the enforcement of our own eco
nomic denial programs • • * no t><.'Onomlc denial program is ever popular 1n the 
world trading community, and for quite valid reasons becauSE" tbeoy do interferl! 
with free commerce. And consequently, we have had to expend a great deal of 
df.plomatlc effort in trying to persuade- othPr countries to encourage the~r owil 
lndnstries to help us out. to be cooperative with us, because the kind of sanctioi11i1 
that we can apply to foreign countries; as you can understand, are indiri'Ct ·and 
very ditllcnlt to apply. . · . 

What we fear from this le:ds'ation, and I think Vt>ry legitimately fear-from 
it, is that this would protide the basis for other nations with quite cle-ar consci
ence looking at the example of the lJnited States to ennet this kind of leg1slation 
which would tend to be highly popular with th.-ir own industrial communities. 
The eonsequt>nces would be that we would find ourNeiVf'S with our sources ~f' 
Information and of assistanl:'e dried up, and in a very ditllcult position indeed so 
far as the· effective carrying out of these programs which we regard as Of cOn
siderable importance in continuing the isolation of Cuba and preventing it f,_-otn 

_a greater source of Commu$t infection in the Western Hemisphere.• ' 

.., Testimony of George W. Ball. Bouse hearings, Jl. 61. 

For this and other reasons, the Department of Commerc-e also op
posed passage of the legislation. Robert E. Giles) Gt>neral Counsel for 
the Department of Commerce at the same House subcommittoo hear· 
ings, testified : 

It seems to us that the administration of the basic policy objectives ln the 
Export Control Act could be adversely affected by the enactment of the bill. 
that the bill would not be nst>ful in bringing to an end the boycott, and that it 
wonld have undesirable side effects for American business.• 

"" Testimon.)' of Robert E. GOes. Honse bearinga, p. 83. 
I 

) 

' .. \ 
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The Commerce Depar:tment also feared th8.t if Amerlcan busineslf 
were forbidden to answer boycott questionnaires, the Arabs would 
resort to using information which was garnered from substantially' · 
less reliable sources. .Moreover, in the words pf Mr. Giles: 

It has been suggest~. that American businessmen would be happy to have' 
legislation such as this enacted to. bolster them in their resistance to the boycott. 
However, wbfle. proponents o! this legislation Indicate that there a~ over 1,500' 
firms Usted on the 'Arab blacklist, we are not a ware of. any strong business 

.. demand tar passage of tliis legislation. • · · · 

There undoubtedly;existed, at the time, aspects ~f the boycott that 
were injurious, particularly to companies on the bOycott list, as was 
claimed in James A:· Gallagher's prepared statement delivered at the 

, 1965 hearings on behalf of Memtt-Chapman & Scott Corp., a com
pany which lost business in the Arab world because of its ties to an 
Israeli firm.23 But despite such cases there was onlv limited support ~ 
by the business OOIIl.ID,:l}nity for the then pending legislation. ' 

II Ibld. ' :i·,j:i. ;· ; . • . 
• Testimony of 1 a mea A. : Gallath.er; prepared statement bf Miles C. McGough; Houw 

• · hearings, pp .. 218-220. ··t ':_ .·~ • ; ! , · . . · .· . • :· i · ~ 1 

- At the.1~t of.th~ ~r~ve)or ~ntiboycott;l~W,slation w~re:cioftc~JI1s. 
abol!-t n:hgw~ dlscr1'qlna~ton an4 U.S. support f~r ~srae}!lTJ~lS ~n
clus10n IS ~uggestedby_~h~ !8Pettf¥ emJ?hasts.~u~mg the ~e9:r1P,gs ~n 
th~ off.ens1veness of )IJ.H~Stl<;ms C?ncernm[l rehg10us affihabon con
tamed m Arab boycott q;uElStiOnnarres as well as by the "Supplemental 
Views" .contained !n the ~port pf .the House CQmmittee ~n B~nki~g 
and Currency whtclt cltll.racterize as "ibt.Otl!rtl.hle" the s1tuatimi m 
which: :...._._ · 

An American employer or an American firm Is prohibited by law from aski~ 
what ones' religion is. 'wll~Jt his race is, what bls place of origin may be or that 

. ~his ancestos. Despite sucb prohibitions in existing law, the practices of tb~ 
Sfil.te Department and the Commeree Depertment give permission, it riot di:roo-· 

. tion, to Americans to answer to foreigners the ¥ery guestions which they are pro-· 
hlbited from asking or of answering w other Americans.,.. 

~U.S. Congress. House Committee on Banking and Currency. Exten~lon of the Export 
Control ACt. Wuhlngton, n.(J.,' U.S. Government Prlnttng Oftlee, 196t'i, p. U,; Repol't' 
No. 484. ·, · · · 

Despite the saliency o~ the rel;~ous issue, there was no teStimony 
by representatives of the Justice Departmeiit Oll th~ civil righ~ issue. 
Antitrust implications were not discussed either. Othe17 points 'cited 
in the "Supplemental Views" in support of a statutory ban on the oro
vision of information in n>sponse. to the bo:ycott included' reeog:ili~ion 
that the Departments of State and Commerce were reluctant t<) Cl,l.rry 
out the intent of such an Jt.ntibQyboU amendment, and that a prohi~ 
bition WOUlq help smaller firms, which have Jess Jevera~e to deal IDOJ1' 
effectiv~ly with the bo:V<'ott. ThP. "Supplemental Vi.ew.s" to t~~: HQU~ 
report signed by 17 mem~rs of the committee, a ma JOnty. 211 The repo~ 

"'The 17 members sl~mlng the "Supplemental V1e"¥s" ·were: Abraham J. l'cfUlter. Demo
crat. New York ; Wtlliam D. Barrett. Demoerat. Pennsyl'vaniR : Hen.-v S. Reuss, Demoerl!-1:. 
Wisconsin; Fernanil St Germain, Dem07'rat."Rhode Jslan.,; Ht'nry B. Gonz~lez. Democrat.
Texas; Joseph G. Minish. Democrat. New' ltrse:r; .Bernard F. GrAboWskl Demoerat. Col!· 
nectlcut: Richard L. Ottln!!er. Democrat. Ne.v York; William B. Wtdnall. RepuhUCSll. New 
1ersey; Paul A. Fino. Republican. New York; Florenc-e P. DwyPr. Repubttcan. New 1iei. 
Sevmour . Reonhllcan. New York; .James Harvey. Ren·•blir.an. Michigan; · 
(BI rock ubllean. Tennf'ssee; Del Cl~wson. Reoubllcan, Cqllfornlll; Alpe . • 

nson, ca , , and 1. WIIUam Stanton. Republican, Ohio. .· ' ' . ; 

of the House Commit_t.ei on Banking and Currency recogniZ~ ·th~ 
complexity ofthe issu~ r~ised by th.e boycott! . . . ' · 

A shatp co:qfliet of the'·coinpeting policy considerations confronteq your com
mittee with one of its most delicate assignments in rt>eent memory .. After pains
taking deliberation, your~tplttee reached what it believes to be a sound anfl 
workable resolution, and 'urges its thoughtful consideration and ultimate ·adop-
tion by the Bouse.• · ~ · . · . 

. . •. 

• Rouse report, p. 2. 

Tho!!e on either 11ide of this controversy should be mindful that considerably 
less palatable alternatives exist than that which your committee hereby reports_ 
and earnestly recommends.• · 

•Ibid., p. 3. 

The commmittee stated that it was the policy of the United States to 
oppose rt>strictive trade pNcti<'cs and boycotts against nations friendly 
to the United States. The House rejectP.d an amendment offered frol'fl 
the floor, which would have flatly prohibited American business from 
furnishing infonnation or signing agreements in furtherance of a boy-

) 
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coU by 11. vote of 53-85. 'In the Senate, an 'ainendmeni requiring the r&: 
porting of boycott requests t.o tl:e Department of f?>mmerce was intnr • 
ducedt>y Senator Jaoob Jav1ts and passed by a voice vote.• .' 

,..... H o -.., 

• 50 U.B.C. App. 2403(b) ·II where that amendment wa• codlftfl4 .. 1n the present act. 

. ~ 
. ~ . . • . . ··~ SUBCOMMI'I'TEE HEARINGS· 

·"'; .. . . . . •. ~ : ,. r 

• The hearin~ held h.Y the Subcommittee ~n Oversight and Investiga
borut, Committee on.. Interstate and Fore1gn Commerce, on Septem-. 
her 22, 1975, focused not only on Sec.retary Morton's refusal to provide 
the subpenaed 'documents but also consiqered the Commerce Depart-

. ment's e1forts to implement the antiboycott provisions of the Export 
Administration Act . .Jt was an opportunity,for Secretary Morton and 
subcommittee members to exchange views, and t.O'learn what has or ha.S 
not been done by the 'Commerce Department to fully implement the 
spirit and letter ofthe:antiboycott laws.• · 1 

.Jo;i ' ~ .' t: . 
• 10 Subcommittee hearing~~; pP. 1..:47. • · . · · · · 

"' . . _ .. ! ··i . • ..•. . 
Secretary Morton comQiented f!.QOUt the "exp()Iters.of so-Called Arab 

boyCQtt requests'' am} wllat inforrp.ation he 4 said they proVide'! . ; ~ 
: • :~ & .,., •. t . - • "!.: 

I sl!onld e~!aln that:tlttr ierm "boyeott requ~";ls somE>what inlslea~lng. :In 
man, Instances, what·ls .involved ls. a request for ·information concerlllng the 
e:rte!ft of t;ht> firms' Jnvolveuierit in certain commercial relatlt>Wl with the St.atp 

· of Isrf!el.' ratl!er than a teqliest that the U.S. firm boycott"Isra.el. . 
· In virtually all transactloWl with most Arab countries. United ~tates and 
other foreign firms are .reqntred to 'provide boy<ytl:·related information or 
certifications ItS. a condition for completing the >tnarf::;action. These. requirements 

• take various forms. Firms bi<lding on ~iftc contracts-government or pri ~ate-
or those newl;r entering Arab markets, ma;v be Rsked to answer questionnairelt 
or to execitte a1Hdavits concl!rnlng the extent of tftelr bu!!!lness relations with 
IsraeL . 

In the eaae of straight fxport sales. which constitute the majority of trans
actions with. Arab cotmtrles. the requirement usmilly arises at the time of 
shipment. The exporter, as a condition or receivin~ paym<>nt, twicllllV if' rt>Qulred 
to certify that the goods are. not of lsraE>,Ji origin or tht products of firms boy· 
wtf;ed by Arab nations, or that the shipping line and/or insurance company ia 
not boycotted. , . 

Failure on the part of tl1e exporter to provide the requested information or 
certiftcation will usually result ln the loss of thE> contract or salE>. ~ier, the 
fact that a U.S. PX rter tr t • • • ean 
t as 10 eo There may bC' little or no market in Israel for the 

rm 1:1 or serv ces. T e :firm may not be able to compete econqmically' with 
· other suppliers In that market,· or an;r one of a variety of other business judg
ments may .explain negative responses to the Arab questionnaires ... 

In fact. a · h oun • 11 bt> t with 
Israe as we 1. sin--e the Ar o .• . rms engagillJ( 

I 
oo It Ia not clear wbat t.he Seerrtllr:r n>eans by tbt> ast<f'rtlou that tbe Arab boycott llst I 

does not e'<tel'!d to U.S. firms eng-.!rlnc ''In routlnt> trade with Israel.~ Tbt> Arab t-ovcott 
Its~ Includes Topps Chewing Gum wbleb lir.enPes tbe nroduetlou in Israel of Bazooka 
Bubble Gum. Mmolete with basebPll cards. JI.Je:ver Pa-ldn~t Systl"m. Inc .. wblcb ooeratt>B 
onb ln the Dntted Statt'M. ls al.o boycott...t a]thon~rb It b"• no tradf'. routinE' or· oth. !!rwls.e 
wltb Israel 'l'be subcommittee's e:nmlnatlon· of thp bovcott l'f\JlOrts ludJeatt'~ 11 wldf' rftnlre 
of eommodltlefl bas been alfet'ted by tbe boycott lneludinlr products th<~t would have Uttle 
to c!o wlth any eountr:r'tt abtut;r to wage war. such as tobacco products. liquor, Chri~tma• 
cards, and children's blklnl sets. wblcb were actual examplt'R. . . · . 

The Export Administration Act and implementing r~~rulations ~ulft' U.S. 
exporters to report to the Department of Commerct' the receipt of boycott· 
related rt'6nests. The r<>p'lrts describf> th.- t:vpe of requt'f't "'eeot,.ed. thP l"ountti' 
from which it originated, thP name and address of the partv making such requeSt, 
the details of the transactions or tradE> opportullity in nonnection with which 
the request was made--including a description of the commodities or services 
involved and other ~pecitic commercial data such ~ quantities and prices, when 
available.• 

A Subcommittee bearings. p. 1. 

Secretary Morton defended the Department's enforcement of the 
Export Administration Act's antiboycott provis;ons. He said, "We are 
clearly on record in fully supporting [them]." Secretary Morton also 
said: 

The mere fact that a Tf.S. company is idE>ntifif'd as trrding with a particular 
eountry could subject that company to domeNti.c p!"essures and economic reprl.sals. 
This may occur, even though such tra?e may be perfectly legal• 

•IWd..,p. 8. 

At that point, Representative Scheuer and Secretary :Morton had th.e 
following exchange: 

\ 

.. 

·~. 
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lllr. SonltUEB. Mr. Secrt>taey, you say that trading wlfb the Arab countries and 
, OOn.formlng to t~elr requirements of providing Information and perhaps retusl~ 
to deal with another American rompant doing busine88 with Israel 18 l~gaL It· 
may or may not be legal under our antitrust 11ws, but asEmmlng It 18 lt-gal, Isn't 
It i!ODtrary to the clesi public policy of the Cnlted States? Tsn't lt rontrarr to 
the ui-gings of our State Department. and the Commerce· Department that 

i American companies not· acquiesce to the Arab boycott? If it l!il clearly contrart 
ro your instructions to them and to Presidential policy, State Department policy; 
and the policy of the Congr~ss, then If they Insist on ftagrantly violating the 
deciared public pDllcy <tf thlfnouutry ev~n though It may 1M- legal to du II() why 

·are they entitled to a ~oak of seereey In making the choice to ·cave Into the 
boycott thrl"ats and flout our natlflnal policy? Under present law they have the 
light to make tbat choiCe, perhaps, but why don't their stockholders have a 
right to know of their cholee7 Why don't their customers have the right to know 
that? Why don't the consumers of Amt'rica have the right to know of that choice 
and why doesn't the Congress of the United States have a right to know of that 
·~boice? . · · · . ( ;! · ' 

Secretary MoRTON. In answer to the Oongn?ssman's question, I think there w 
a lot of confusion about the extent to which these reports reflect cooperatloP. 
with and participation ·in a'boy('Ott. Various Ronrces hne lab<>l'!'d thPse report¥·--·- -
as a list of firms boycotting Israel, finns capitulating or surrenderh1r .to romm~t'-
clal blackmail, and I thhik :th!:!Se labels are tor the most part Inaccurate, as ' note> 

'{nmystatement. :.;-· ;.·: 1 • }• • . , . · ; •f ·,,1i 
The fact that a firm re~rts the re~ipt of a boyrott reiJuest qr even .re~tl.ds .ljc1 

. lt does not neuessarlly ln4lc~fe·cooperation with tb.e actual to;yoott! ·Tflt 'ffi<:tat,t 
· s.uch as market rondltlon .. m:lsraei. foreign compe .. titlon,.and other .. tb'ln. $$.· 'mlll 
dictate tJ,lat. t)le firm's mli:r)ieUs in t~n Arab counbirs 'and not ~11,1; ~S.r~J, 

-:firms may be trading wiih. ~t~ !sraet ~nd Arab ~untri,es since the oor<:ott fl • 
. bot preclude routine clv!J.Mq trade wfth IsraeL lJ do _not ~Here. ~~a.t sp~ ~t 
U.S . ..firm-slielitti--be-stib.;eeted-te-the"'t'i'sk 6f domestie-t~Rnctions for 'Obeyba~- --
taw and reporting boycott requests, particularly s!Jlce ~t Is lawful to trade witlf 
the Arab countries even whe~ requests·arc involvf!#ljn.,ti · · ·'' ,. 

10 Subcommittee hearings, pp. iJ.:.a 

EXPORTERS TOLD BOYCOC'TINO IS NOT fROHIBITED . 

Representative Scheuer·cited the declaration appearinjf at t}1e top 
. of each reporti"lg form useq J:y t'he Departlnent and said that ~t w~ 
ineffective in det.errin'g boycott;' practices. U'he legend on. the 'Tll~ 
stated: · , · · · · c . : . • ~. • . , · 

Important: It Is the poUcy of the United States to oppose restrictive trade 
practices or bovootts fostered or lmposod bv foreign countrit>.s a~alnat other' 

·Countries trtendly to the bn!te(l.States. All U.S. e:Xporters of aftlcles, n1aterla1.8; 
Empplles .or Information are ~couraged and reque~ed ·t:o refuse to t:ll~e.' but. Mtf 
not legall11 prohibited. from· taking, any aetfon, lneludlng the furnisliing: o:t in" 
formation or the S!gnlng or sgreement81 that bas the eft.'ect of fu~h,erfng or 11\lP-
portlng Emch restnctfve trade •practice$ or boycotts. .. .(Emphasis: added.] · 
. . '·:; 

M Subcommittee henrinp. p. 2i.: , , 
Representative Scheuer jmid it was inconsistent V.i•h the public po'!icy 
to tell .firms that they are ''not leW~-llY prohibited" when such pract1~ 
may be prohibited by ant-itrust aqd.other lawS: "When you ~11 theth 
your :equ~ isn't legally binding, isn't that soit. of winki~g at'them, 
and s1gnalmg them that you don't really meal! 1t¥" 85 Th~ $~ref;a'ry . . . . . , . ; . ' ---- .• · ... 

•Ibid., p. 22. i . 

changed Department regulations to remove · the "not legally pro
hibited" language from its reportipg form onQctober 1, 1975.': 

COMMERCE DI8TRIBUTES BOYOOTI'· INVITA-ry:ONS 

Representative Toby Moffett raised. the issue of the Department'~ 
~irculation to American businesses of trade bpportunities that'~ntal::p. 
boycott clauses. Trade ppp(>rtunities are offers to do buSin~ from for
eign .concerns who are, for example, building a factory and !are look
ing for a contractor to dQ tlie work aCCbrdinP,' to specifications. Th~ 
Department circulates the trade opportunities in this country in order 
to stimulate exports. But the point raised by Representative Moffett 
and other subcommittee members was that distributin~ trade opportn:
nities with boycott clauses serves to further boycotts. "I think the i$Sue 
of our Government assisting in this boycott IS reaUy wrong," stateif 
Representative Moffett.18 Representative Henry Waxman made ~ 

• Ibid., p. 26. 

< .....same point: 
• • • to 88Y that you are not sympathetic to the boycott is all fine an!IIWO<l. 

but the elfect ()f all this is to say we a:t:e going to wink at those wbo want to ha'Vf!' 
, . ..a boycott, we don't like it but what can we do, we cannot change t.IJe wo-rld; 

I 

l 

... 

' .... 
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1· 
Let me just tell you:·kr. Secretacy, that what we are ;;lng to have Is a clear' 

~gnal to escalate, a bO_ycott .not just against lllraeli-made goods or services ~I" 
against huslnesses·that. have some afBllatlon with Jews, btit we are going to ftrid 
it being applied to Catholics and others. We are going to ftnd it applied to other 
minorities later beeaul'l(d:.here is no way to draw the line then unless we draw lt 

. at the very beglnnln&o•.~;n. . · · · . ~ . , • : · ..... . 

. i ·"'· . . . •IbJcL, p. at. . ~ .. : .. · · . - ·. . · · · 
:'Representative R'6)lard. Ottinger ~ised simila(6bjections: 
· The policy the admlpf,stratlon Is pursuing which is alSd the 'policy which the

previous administrations' have pursued clearly linpllcates the U.S. Government In 
-·the boycott. It seems to me If our .J>Ollcy Is needed to oppose such practices that It . 
ts completely wltbln the purview of the Department of Oommerce to refuse to 
'elrculate any document that contains boycott instructions In it. • 

• : ~ : • • '' .. f ; • 

• Ibl'" •o tl ; , · 
U.t p. '2: • • ,: ····~ ~- , .. ,. ~ .. • .. 

Associate Gen~I"'i.l. Counsel for the Department, Richard Hull, 
responded to Repre8e~tative Ottinger with the Depr,~ment's rationale 
for this practice. Mr; Hull said: . \ ~ · · , 

' • I ~·· tl ·... • : • ' 
It we were to play QBtrlc}l, so to speak, and turn the oth,er way and refuse to 

accep~ th~ trade opport.ttn~tl~s and let the firm try to geJ; trnde opportunltlea 
thropgb source~ from a:tJftl~tit we would be In a situation where we would In: mo.ni 
instances effectively pre\>enti:the firm from tradJng Witli Arab countries, although 

· Ute fum Is n'ot prohlblte'\tfrPm 'trading with these coml.tries.• , · · · . · 

i .• ~ : · • · 1X;:;.-: . . .. · .. · .. · . 
. Se¢retaiy Morton sa.ld that the..Deparlm.eflt....in-respon~to simila'f" 

eritici.sm, w.aS placing r.ubbtr stamps on tlil! trnde invitatiqn documents 
to state that it was againSt u.s. policy to comply with foreign-imposed 
restrictive trade practirks. According to internal Department memo
ran~a,"0 the procedure of stamping the boycott docume~t with the U.S. 

• See app. C, p. -. 

policy Statement was established not because it was' perceived as wrong 
or as a cJ:>ntradiction .with U.S. policy but was done in order "to defuse· 

i the situ;tion [the criticism].'? u Following the subcommittee's hearing· 

G.JblcL \ . ' : 

the Deplirtment changeq it:A;J policy on December 1, 1975 to provide that 
neither t!he Commerce ~partment nor the State Department will cir-
culate t~e opportunities containing boycott clauses. · · 

. \ 
COMPLIANCE QUESTION IGNORED 

A third issue raised at .the hearing concerned the Department's fail
~re to.require compani_es ~answer the ouestion eoncern1ng ,what ac
tion the company took tli,:rt>sponse to the boycott request. For 10 yef\rs, 
the Department stated op its exporters' report form that a response 
"would be helpful to the U.S. Government but is not mandatory." 411 

• Subeommlttee bearings, p. f,l; · · . 
Accordingly, most companies chose not to answer that Question which 
is criticaJ:to determinhigthe impact of the boycott practices. '· 

Representative Seheue:r told Secretarv Morton ... at it is an "abuse of' 
your discretion not to ask companies * * * whetQer they ~ntend to com· 
ply with the boycott.'.'*3 Secretary Morton replied, "There is some 

' • I ' • 

• Ibtll. 

lega;1 questio!l as to whe~her we have the author~ty to ~uire ap answer 
to the comphance question."" But 3 days later, the Secretary wrote to . 

"'See subcommittee beartuga, Secreta17 Morton's letter at p. UiO. 

Chairman Moss, stating that as the result of the points raised !lt the 
hearing, he had given the subject further thought and decided to make 

·.answers to that question mandatory.•G The regulation making thi~t 

• Snbeommtttee bearings. p. 41. 

question mandatory became effective on October 1, 1975 • 

• 

'\ 
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CHAPTER TII.-ScpPE AND METHODOLOGY OF THE INVESTIGATION 

I 

,• 

The subcom.mittee' ~ught and received inform~t1on from Federa1 
and State governinefit officials,. foreign embassies, Othe academic 'com· 
munity, and .the private sector, However, the reports filed with the 

· Department of C.omnierce by U.S. exporters lll1der the Ex.P.orf. ·Ad-
ministration Act were the primary source of· information for . tliis 

·, study. ·. · ::',: · · ' · · ·· · : · ; ! · 
. On December 8, ft975, the subcommittee received approximatell 

.. 12,000 Export Admin~stration Act reports_cov~ring a nhng period. qf 
just over 5 ye~rs, from·.J~li1; 197Q to Deceijlbe:t$t 1975: Aft a~qitiom_;J 
set of approxunately)!iOPO report.J; w~ la~r r~1ved to ~pipl~ t.~e 
month of Det'.ember:.Jf}~5. To ~efermme tne J'I'Je of rotnoq!te· co}ll
pliance with boy~t#.-ir§u¢s aJ!J the !lmount: of trad~· p~u~li~qt ·to 
Arab boycott regulati~J18, the suhcomnuttee·calculated data from re-
portsfiledill.1974.8.ndl97o;·~ 1 ··\·; ·_: . : .·. · ' 

The su~mmittee ~taff revie'Yed all reports filed durm.q; the siX-y~ar 
period. Approximately two dozen items of dilta:from each report were 
computerized for n>nods filed throu<Yhout 197 4 and ut> to Deeember 
1975.1 The volume of rej.>~rl.s filejl in December was too great to fermit 

1 Information from the renorta WBR traQscribel'l onto cod!Ull: sheets and then entered IJltO 
a computer sto:rage bank. Con!puterizatlon facilitated analysis and retrieval of tlle djlt~ 

~xtract.inp all of the qatn ay~t;lable nn P.a.ch form within the time.avP.il
able. The larp-e number of .. enorts filed in December l975 cari be ·~ttriP.. 
uted to' inc rea "ed publicitv !'hout the Arab trade' boycott, ~oQ~ession~l 
.~<mcerns .about the bQyoott 11nd t~e snbcommitt:Re's r..ontemli~ Pr_pceed
I:hi!S aPamst Recretary· Morton, w; .well oe ·o Cgmmerce pepaxtm~t 
re lation which weJlf into pffect. December 1 1975. uirimT thAt bQ1-
co t r . 1 • :e com ames · · ;for-
..:.;.::-.:~""" reviOus y, only ~xporters a n requ1re ·to report 'the-
receipt o bovcott re,questS. ; · · · . : I · 

In view of the larP."e number of oomments filed t" Uerember:-i97a, the 
subcommit.tee st.aff ~lS~cl a scientif1<'allv selret~d i"~>"~Om sa.mnle.to make
extrapolations on the rate of comnliance and the !'.mount of sales sub
ject to boycOtt re1uests ·for that month. 2 To allow for a con~i~Jit cdnl-

• See aPn. D at o. - for a ~~rt dPtaUlnll: thP samplinsr nrocess and verl~c~~o~ i.r~ee-· 
durPs 11BI'd in this andit. The ri'JlOrt waR prenared for the sqbcommittee by the Congrell-
slonlll Rpsea r~h Service of the Librarv of Conl!ress. · 

• See app. E at p. - for a copy of the reporting form. · ' 

parison of data, renorts filed by evnorters in December 1975 'wei-e senq.
ratcd from those filed by the so-called service organizations for evaluf~.-
tion. · < 

The basic Commerr.e Denartment. form used bv exl_)orh~l'S ~P report 
boycott requests is entitled "TT.S. Exporter's ~enort of Re(luest · J;te
ceived for InformRtion,·Certification. or Other Action Inoicatinlt a 
Restrictive Trade Practice or Boycott Against a Foreign Country." s-

- . = ' - . . ' 

• See appendix -E at page-- .for a- oopy -of the .J'I'portlng ,form_._ , . 

The form contains 11 items of i'l.:fonnatl.on coneern1n~ the remtest re
ceived by the exporter to particjpate in R forei~~imposP.d .bovcott. 
Each iteM of i11formation was Df()f'P."Sed by thP. subcommittee. E11-ch 
report described one or more s~ le8. When a report showed more than 
one requPstinp. country, more tha.n onP. commoditv. or more than one 
dollar value, it was necessarv to make separa~ computer entries to 
de.~r.ribe the multiple transartions. . . · 

The commodities exported were recorded ns1~ a standard com
modity three-digit index code. A table w11s developeo to correlate the 
commodity categories with industrv c1a8sifications. This second table 
provided a guide as to the types of U.S. industries subjected to boycott -
requests. 

Another data rlassification wa~ n~d for the tv-pe of industrv en
gaged in by the foreign importers. This identifinn.tion originated from 
data describing the conunodity and the name of the importer. For ex-

' ' .... 
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am_{>1e, for a report'~howing that the ABC Oil Co:bought,oil drilling· 
eqmpment it was ·asssumed that the importer was engaged in the pe-. 
troleum production industry. This classification system was used as a· 
guide to economic datiL. · . : '· . 

The c~assification ~~ as follo~s: (1) Social serv:i~, education, and 
health· (2) petroleum production; (3) manufactunn~ or construc
tion; (4) consumer ~ds and services; (5) pubJ!e utilities, including 
electricity, water, sanitation, transportation, and co1nmunications; anq 
(6) industries not covered above or not·easily ascertainable. . . 

In all other cases, the information on the reportS,such as the name 
of the exporter, boycotted <'ountry, and requester. was recorded exactly 
as indicated on the renort itself or in the attachments which were suO.. 
mitted with the report bv some of th(' exporters.. .·~ . . · 

One of the items on the form Mked exporte~ to'sj>ecify the type~! 
"request" received. Actually, the items specified in this space were not 

. requests, but types of·docunwnts used to oo'!'vey' rt>quests. I~ analy~iqg 
the data the Commeree ;Department breakdowq. :was conrohdateq mtp . 

.. four categories. The&}~t:f~ries w~re as follow~.: '" · . .• . . · . ; : ' 
g_::_any type .«;~f.sales. docnJnent, purehase order, .. c~rtl.:ficate 9f 

origins,-certificat~'Qf-n)an'ufacture; ; . • • ... · '· · J · · . · 
• T-traqe op~rt.QDff;r; bid 'specificatio~;-o:r-:t~queSt f~r·q\l~t~-

tlon • " , ......... · --, t ·'·' • · . . 1 
t • /~:~~~:~.:"" . ": • '\. I 

. Q---$Juestlolpla~:;!; ; _ . .• --~·. . , · , . . . · . , ; 
C--cor:r-espond~nce other tqan Q, T, :or S above, ot doeuinents 

not readily ident¥\~bl~b.v analysts. · I•! · _ · ' · • , 
A sales document can be ·either $: letter of cw:ht. purchase order, lll

voice, Certificate of origin:. !!ertificate of iri~npfacture, or contract. It 
relates to one sale or set of sales. A trade opnortuni.ty is, in effect, iln 
offer to do bus1nes8 where; for exam ole., a railroad company.in $au~ 
Arabia advertises its hiterest in purchasing r~ilro~~fl cars meeting cer
tain construction specifii::$.ticms a11d from a manufacturer willi:qg to sell 
pursuant to certain contractual temns. Several exporters or contractonr 
can receive and respoqd to the Sa.me trade opportunity, while p~y one 
can actually receive the sale or contract. · . ·, ·: . . · . 

Questionnair-es are sent by foreign concerns to Anieri,.an cpnipanies 
which may or may not he doin~ business with the requ£>.$1!or. MOst QU~
tionnaires ori,Pnate from th~ Arab LeaRUe's boycott office ~df:q.dudfl 
questio~ .de~ign~ to 'detex:mine r.h~ re~ationshi.p.of the.e~l,)Q~~rs to ~ ~ 
Israel or busmess mterests m IsraE~l, or m some msbtnces wlie . r thf! ·. - - J 
ex · m anies have erso ie.S"" • ~I _ __ _ 
on t e cor ora ar o Ire rs. Question· l t\. S ~..S 
nrures were a o a wavs recei've m e context of one·: of two 
situations: (1) In respo'nse to a firm's effort tO discover .~hy '1t W!lS 
blacklisted or how it could get off the list. or {2) as an ~ppaJ1ID~ pl"&
reouisite to renewing patents or trademarks in' certain A~. eou!l1ri~. 

The actual boycott requests we.re clauses contained in the tra<;I~P.~"
ments. A space was ptovided on the reoortiriJ,t form for fil"'IlS toWn~ 
in the language of the .aCtual request. Often there were sever~.l Cl.aus~ 
contained in a· given trade docufllent. Many 'companies filed 'copies ·of 
the docpments con?-inirig th.e boycott claqses ·with t!Ie report. For 
purposes of analysis,. the vanous clPuses were categonzed 1p.to. sevelJ. 
groups. Each group is disc':ssed in detail in chapter IV1 at page-.· 
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ANTI-BOYCOTT PllOVISIONS OF EXPOllT ADMINISTllATION Adr 
l"- :~ ~ - ' • 

~e Exp<)rt Admiriis~ra~iol} Act rep<)rts. p;o~~~ the only c,omP.rtr· 
.nens1ve data base; of':: ~ncttve trade _Pra.Ctl~ Im.(>OSedt bt ;~qr~1~ 
concerns on Amen~~1bu~mess. The act 1s the oqly Federallaw'dreatad 
in Qireet response to'~he!!ie practi~s. Theref-ore,· the 'subcommittee ex· 

· · amiried the Commei;'~·, D~partm~rit's admiriistration of the ~ urthe 

. t .. ~.oi;;~~!~~~Y~.·=-~-~i~i~e\~~-1 ~iw.PW!:ta.!m.P~-. W~ 
sure th1t~ m':f.lSt<?rs ~ave:: tAA · u~f!\rmatlon :!Q()qt tl;tese. pta~~, ~h\U' 
need for makfug mvest;l'rient:dectsiOns. · ·n ~ ':'· ·. · · · ; ~.r ~- -~ · 

e··antibo cot€ rovishirls of the E'xport Ad· · nistration · · ct hav~ 
t lC e 'iJr '· a .ia.U,S . 

. hav1 · o · busm it$''& 
a to ' e . nited · 

0~ 

1 G u~s~c. App. 2402(G) (A). , ~. 

in furtheri~g those pracli~ including tlie furnishing of informa
tion u:r ~he signing of amreemenfa.lll Second, the ad states that· the 

: • . . t ' • ' 

•G U.S. C. A,pp. 2402(5) (Bl. .. . ', ·. : : . 

PresideJlt or his designate ."shall l-equire that ·all domestic oon~r'ns 
· receiving ~tiests for ·tlJ!-' ftirnisl}ing of inf~rinatiqn or tJ:u~ .si~N( 
~~ agree~epts" related W. 'the furtherance of re~rictive tfa,d~ pra~ict:!S 
Imposed by f?reign CO~Cf!l'IJS "muSt repoittb~IJ fact'.·f':o ~~e. Secr.&tar.r 
of Commerce. for such a~1on as he; may .deetp· appropn~~ CJfiTiY:' Q~t 
the purposes'· of the ~ntt'Po;Ycott ~roV1s1ons o~ tlte aet.~ 'fJ:#rd,; ~itain 

• r1 _u.s.c. App. 2403(b) (1). . , .• , • · '·, , •. 

powers and duties to "pt·ohibit or curtail~ exports are granted w the 
President under the act in order to "effectuate the policieS~ :forth~· 
in the act. . r . 

"ALL DOMESTIC OONCF.:RNS" DID NOT :REPORT · . ~ ; ' , . · 
• ' ' J • t . . ... 

Confu!n .t,2 .the• clear mandate
1bf the ExQQri A..dmiDiStjatio~ :.Act 

tn iiiillftuil anmesfic ~-oochils tri tile §vCOtt ciDOrli. ~ pep~rt
~t pf QQIDDlCfCC p1'Q"IJ'J.:J1JrJteg Yf.!ti uaWlw tf:J,}Qrt)~.q,; ~q_J"'• 
ments that c T.S. "ex · rters." up to Dece.mbeJ"'.l, .J975; O:p. 

a a; , t e Departm~:p.t JSSU new re · . .. . · . reig,P.f; 
'forwarders. banks, a.nd meunmce comnan·es to fllso file reports, . . ·. 

r 

Freig~t forwarders· a~ often re.tA!,ined to hanQle the. wor~ ?f actua.lly 
exportmg the f.!oods produced by the exporter-=-that.ts, to.p~u;re t:h~ 
tranflporter 1!-nd file the .lleeessari ifoc~ments. n~ded for insuranllf! and • ~/1 J ' 
Joca.~ Importmg regulaho'nS. ~u~ freight fqry;e.rders fre:q~ehtl.:v have • ~ '-4,~ 
received and processed certlficatJons needed for exporting ~ds ·tp AA ~,) ~ \ <.: · 
Arab countri~ in .aocordan~ with the Arab bo~ot:t rules .,vithO!J.F the _ U v- · _ f ,_;, 
exporter havmg actual :knowledge that the f~lf"ht fon:'ar(}e~ had . • tu-r- J 
received the bOycott 't"equests. 'f..ikewise, letters of credit are ·ofte~ ~· _ A VV"'{ J 
processed in a similar fashion by ~nks on behaJf of o.n e-xporter. Com- ~ 
merce Department personnel knew or should have known 'that .previ- , ~ • .f. :\tc.A 
ous boycott reporting regulations would exclude a large number or C:r\""" \l 
boycott requests by virtue of being directed solely at exporters.· · . · .~~" ~ APPAllENT LOOPHOLES 

J tla -.r-J' Other apparent loopholes written into reporting requirem~nb;; have. 

~~ )t ~~=~~~~~~:~~::!~~~~~ \ of J (}" •Executive Semces." The m .. ttng, ealled the Business International Roundtable on the-. ~ro. ~ l\. ~)( ... ~ ... wu ...................... c ........... ""'· 



,. 
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J1eld SO that corporate; officials COU)d 1_10t only }~in. more abOut pre~nt: 
and proposed boyco~-laws, but to discuss vanous·ways to escape th~. · 
reporti~ mandate ci>~tained in the Export .Adm;nistration .Act. Rep-· 
resentabves ·of the p~artment of Commerce, State1 and Treasucyr 
wei!-' present al}d proyided at least tacit approval' tor some of the 
a vmdance techmques i:bscussed. ' . : ·. · · · , .· 

The Commerce D~partment representative· expressed the view that -. 
"the regulations sayt o~y th~t the U.S. e.xporter must report receipt 

.· of a boycott req-gest,~ a~ordmg to a memorandum 'about the confer.: 
· :ence which was prepf.N~d by the sponsori~g corporation! The export,. 

-~~ ... . . "; ,.. '. . . . 
• Mr. Robert 8. Wrhrht:' ·;ftce president and general mnnager, Western Hemisphere, 

Business Internntlonal Corp, pre1•ared 11. memoran<lum to summarlv the conclusions of the 
BIC Arab boyrott roundtabll' tor ita corporate clients. A COP1 of this report, together wltll 
a list ot the BIC cllenta whl_J;Wer~ &ebeduled to attend, la prov1tJe In app. '!!'at IJ.:--.,'; ·. 

ers were advised thil.t·if a U.S. com an 's fo .. ·· •·· ·':Ves a 
~i~~~- ~ 

t en 
epart.Weu_t."~t~¥:~e~on}ndum g~ o~ to_advjse:. , 

:•Ib14. · • : :f~f1~A~:t. :_ . I · · . 1 <!_1 ··~ :: : ;! ;:: :. 

Theoretiealiy, this m~'k:S .. 'ffi;i U.S. ctl1Jlpan1es ttadi~i wtt:it 'Arab
1 natlb~· co~d · 

. set up Mid(4le EasternfiiuUng eompaliies (in EU:tl>l>e,·;for:exampl~)· that' i'lo not 
. report boycott' j-equestsJi~~IC':fo·the parent. Howevet~ tlie Commerc6 DE~Partmeut 

represeutlltlve hlso ,poJnted.,.odt_, that this would "rom~ close to etas-otl. !if not 
avoidance,' of the lnfenfion·'ot the Ewort Admiriilitrlltion Aet. tt tnlg)ft 1.1-Iso 
prompt lE-gislative action :rom t.ongress. . · . · . · i 

On· the other hand, the. Commerce 'Department ~P.resentatfve said ·wltho~ 
equivocation· tbat the r~rt.ing requirement is' tled··to an !'export transqctiQn, 

110 that if a company enoopnte'rs the boycott wblle examining a deal that does 
not materialize, it does not ntifd to be ~Ported. · ,: · : · 

• •• IIi • • • • 

~ufi~ Pt~~~ AAteral com~ no!~ ~~ ~t;tlop 

ijg!S~i 
men s Rro fAtma. ReveaU:Qg 1t>!iOh prllctices, many C()mpanles f(lel, cou'4 J~:qwse 
·lneiP. to aefion by anti-boycott groups like the AJC (A.m¢rlcan Jewish Corfgress)." 

' ) ' \ - • - • ,.1 : -~· :·- ~ ~ 

~' Ibt<L . .. · ~ . · ·- ~ ', 

One of the primary ~~qcerns about the reP,orting reqU:~re#t~ts ex·. 
Rressed py exporters at t)le conference concerned the defim~ipn of 
'compliance" With the ~ycott-the term usually appljed to a; COPl· 
pany's response tf) tlw hnporters' boycott requ~st. 8 'fhe merq~randum 
states: 

Does merely answering the 'boy~ ~uest-no mattter what the a~r ts-:
~nstitute compliance? C'olll!Denle ~rtment represPntfitfves at the I"'Uiid~ble· 
'Jndicated they did no't be'lieve this ro ~so. Tbus,.'ln reporting. a boycott requ~ 
companies should be caretui to disting\Iish betweetLme-rely answering a 'll:oYeott· 
request and actively ~plying with a 'OOyrott re-quest. This is etasy to do.; slpce 
the regulations allow coinpauies ro rewrt by letter 'instead of the stan(l'tird •x,.. 
porting form, if they so desln£ • · · ' · ' 

·~~ . 

Companies a.re in fa.cj; permitted to ignore the reporti~g.fpi1n ancl 
.write their report on a.ny pic-ee of paper. This procedure makes it aU 
but imposc:.ibl, for the D~oarmen.:'t to empl()y anv kin4 of efficjent sji~ 
tem for collecting, analyz=""P.', and retrieving u5eful data obtained from 
the reports. A more eft'ectiv~ way to resolve the.concems expressed by 
exporters would be for the Commerce Department to provide a; ~pQrt
ing form 'lind -corresponding regtlfations that •re unambiguous.~ ---. " :.- . . . . "\ . ' . ' . 

AMBIGUOUS REPORTING REQUIREXEJ\'TS 

· The Commerce Department's failure to fully a.d ...... inister the report· 
ing mandate of the act was largely a failure to e~nlain unamb~guously 
W'hat information was to be repoited, to eft'ectiv"'17 administer the re
pottinJ! requirement, and to use the data fully. These deficiencies are 
discussed in a report prepared fpr the subcommittee by infol"'riation 
specialists' for the C,ongressional Research Service contained iri the 
appendix.10 Some of these probleins are examined here. · 

""See app. G. 

r 

r 
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Although the eoriirtn.rce Drpa.rtment's regula.ti6ns and its COJ.'l"e

sponding reportin~<form called upon exporters to report "a request: 
to take &nJ action, nieluding the furnishing of information or the sign-~ 
ing o! an agreement,'tha~_would further or support!~- restrictive trade 

. pract1ee or boycott ~~fed or Imposed by a f~re1~ country~, the. 
~nn "request" was n()'t defined further.11 This amb1gwty, as prevtously 

-~ .. . 
u The Denartment 'llu ·.the power. if elevated to lt 'b:r Coqgresa. 'to dellne what ,.ctlone 

would or woulll not 1mpport a l'f'strleUve trade practice. But It did, not do 80. As a r·ault, tt 
fa not elear who decides wliat.ldnd of action "would further -or support a restrictive trade 
nractlee. .. ArJmab}J'. a firm could c!eelde that Ita aet1vlt.Jea did nnt further a forel~m 
lmpol'ed bo;roott and aet'Ordinl!'l;r. not report their acUvltlea to the Det>artment. Further. 
by not cleuly clellnlnll' what practte .. s do not support or furtbt'r a forelm hnoosed l>oyeott,. 

• the Department ma,y.bave created a substantial amount of undue paperwork for businesses. 

indicated, CDUsOO business pe~l'SOJlS to be concerned t~hout how their con
duct was sroing to be viewed: Did the com!lany actively comply with 
the Arab boycott by· refus;ng to trade with Israel fOr, did the finn 
comply bv re'>ponding tp a requf'St to provide factual information, ~· 
many exporters contena ;they did without altering the oom~:qy;s rp-

' l t' 'th I 1 . · .. ,. ~ . •I • ' ; - '· ' • . a1onsWI srae~.,~~;r·~.; :; .. ' · .. ,.· , · .... ;t · · 

. . There is some understandable confusion a.s to what it means fqr 
a firm to state thatit .®~plied 'f.ith' a questionnaire received 'from 

_ an. A~b. co. urt"T7 wi.~~'k .. t ·.f.ta.t.ing_ hmv .• t..l~er .. ar':1wc~ it. T~~~ ·o .. "l'\nf
gmty IS 11Justrated p ::th~ cases where fii'mS provided· cop I~ of ~e 
questiomiaires with ~.·if~~ reports to the Commerce.D::lp"'rtment. Sev
eral . of these firms 'a~wered fe4tual questions, such tis describing· 
what business interestl;·~~f do or' do not have in Israel. Some'of tlie. · 
same finns alsO indic&t04 to the foreign concerns tha.t thev C?llld not, 
f?r reasq~ of corf>?i_:ate· ~ti~y,. a.nswe~ qq~ons concernin,z- · thr na
tional ongm or relJP.IOUI'! affiliation of ItA ~Hiployees or whether they 

'11ad made contributions to ·Israel. However, the C'..ommerce Depart
ment reporting syste.ql lloos not make distirictionJ> between an ex
porters answers to a questionnaire. bnt merelv seeks to find out whether 
the firm d~d. or did no.t yet \1ft. it to t}le foreign. c.on~rn. · :; ' .. 

Confu!Jmn also anses· f:rom the fact that m manv of t'he cases l'e·' 
ported ro· the Dep!trtment, there '"f&S no actual "reQuest" iii th~ sen$ 
of· a specific a.ct of 1!-~kipg for spinething, to be given or done. T.o 
dis!X)ver import laws; exporters •often consult Dun '~ Bradstreet's 

· Exporter's Encyclopedia' or Bra.ndon's Shinpe.r and Forwarder, whl,ch 
list the customs requj~Ji\ents of most importihg countries, These cus
toms laws would, for-i·Amb J..,eal!lle cormtries, 'include ·~~voott" 
requirements such ss ·.certiQcates of origin. Sqme firms, Ie¥ ·than .:a 
dozen, indicated that tli~y )earnefl of boycott. reqnfrements through 

- such SOllrpeB. But since the.'*" somr-es are routinely used l?Y e~porte~ 
· it would appea.r that ·a.· substantial number 'of firms are not reportipg 

their com~liance with thesP. rules ~.anse thev a.rP.'nably are not· "re
quests." COmmerce Department regulations· co11~d be issue(). to. :re.Solv~ 
this problem. · . ... ·· : . , . . . · · , 

:iJoST DATA NOT UAED, ~ . . 

The Commerce Depa,i-ttrumt also failed to make full use, arid in 
many instances made no use, of th~ data co11ecten frqm exp~~r8.__Tl:Ut. 
De artment · de no attempt to M larlv ·C lc~ 
t o mt w em ree. n fact, 

1e pa ment. ota)ed up the o ar va ues o transac ions on OJ:llY 
one occa.sion. That was in July 1975.1: Even then, the data was hur-

u On that ilste. tb~ former Un"""· Secntan or C<>mme~ l'ohn K. Tabor'. ·~~ented 
the report to Senator Harrison A. .:WtiHams. Jr .. whleb waa prepared at tlls request. 

rierUv . .ga.ther~>din a.criiJ~ .fa~hio~ Jhllt. substantially understated Qle 
dollar vah1e of bovcott:a1fected transactions. . · ;:; 

The understatement O<icurred becansP most of tl>e bovcott affected 
transactions for 19i4 took place iq the last nart d the vea.r. Jn·'t:erins 
of 8PJes do11ars, most. reports were fileit by the Pxnorters 1n Decem~r, 
1974, but apparently wpre not received or proces.~.d bv the (',omm~rce 
Departmt>nt until the first part of 197!i. The Denartment gronne.d 
the reports ReCOrding to thP vear in whicfi tfiev were rer.eivM. This 

on r -ous Jstort•on. · ne of "hov-
co .t a ecte transactions" repo y the Department · ~n t July 
l975 rewrt . 
... ComnutPri?..at.ion perm1tt£>d sortinrr df!hl ltf'rOrrHnv to the natPS in 
Whir.n the boycott. teOUPSt<! WPTC TPPPlVpif bv the fi17"S 01" bv the date$ 

-cited by exporters as when they filed the reports with the Commerce 

.. 

' < 
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Department. Compiliiits·data according to request dates would enabl~' 
the Department to gam more accurate information as to the extent· 

'boycott activity is inc;easing or decliiJ.i'!g during any given time period.. 
Instead of measur~g boycott actiVIty by dollars, the Department 

dutifully reported uf(:Jon_gress over an 11-year period the number o£ 
ooycott aft'ected "transactions." This proved to be all but meaningless. 
Although "transactions" were officially: defined by the Department as 
shipments, the subcommittee learned from exorters as well as Com
merce Departmeqt personnel that "transactions" meant whatever an 
exporter meant it to be.11 Dift'erent exporters .<lefined the tenil 

u Based on subcommtttl'e staft' Interview. 

dift'erently. But assuming that "transactions" was defined by all ex
porters as shipments, it would still be of little value, since a sllipment· 
may involve a sale of pencils ·or a shipload of. wheat. 

: . 
' ' . ' . 
DATA OFTEN INACCURATlil ,. 

One area of confnsioJl, ·on the fprm was in deteiining whet~er the 
Depamn~~t wus askin~ for the name of th~ co.pn~Q: ~Irig hQ.rcot~ 
or th~ country from ~~1C1! the boypott requE¥'t was l~Ifla~d. w~ ·!P.l"nt 
provtded one space for t}le n~me of the country bemg poy~t\:.e{f 'a~d 
another space for the:bpycottmg country.u But the langu~:J.ge used, nn 

• . • 1 ' 

•• ~ee app. Eat p. -'tor a copy of thl' reporting forni., . 

the Commerce Deparlilien(t:eportiftg form wa~ ~ncJear and co~ fusing. 
As a result 10.7 percent of all reporting firms examined reporte<l the 
improbable situation of the boycotting country as being the ~IJle as 

r the boycotted CO!ffitry; that is, Iraq boycotting Iraq. . .; •.. 
. 'Wnen compames volunteered the actual boycott document m ~ddi

tion to stating the :type of request on the foqn, it "7aS found that firms. 
reported only one of seyeral re;qnests and repo~ the least. onerous of 
the several clauses received. Fum~ were not required to file the actual 
sales document containing the boycott req'ue..'>ts with the reporting 
form. There were 15 cases of clauses of an ethnic or religious natl}re'in 
the Commerce Department report~ and in all 15 ttse.c;, they were fol1DH 
on the attaclunents-;-not reported qn the forms. . : . .: · · . ·. 

The ; Department issued a new reporting fonn in . Decembhr'' ~975 
eliminating the spaoo used'to describe the boycott request, and inste~ 
asked firms to attach the a.ctual document to the report form. Altqough 
this reduces the c.hance of companies inaccura~ly describing the ~y-· 
c?tt request, ~t ~ill make tabula tin~ the data _by' the Department mo,re· 
difficult. As 1t 1s. tJ-e Department s CP lculatwns of the number· and 
ty~ of boycot~ clauses are grossly inaccm:ate. The subcomm.ittee ex
ammed the eodmg marks made on report1ng fonns bv D~partment 
clerks to denote the type of clauses reported on each fonn. Thesub- · 
~mmittee found that more than half of the forms sampled were inac
curately coded, usua1ly because they failed· to cite all of the clauses
·contained in the documents or on the attachments. This sitqa~ion 
should be corrected immediately. · 

REASON'S FOR POOR ADMINISTRATION 

~easons for the wholly inadequate eft'ort by the Commerce Depart
ment at implemeutingthe. congressionally mandated reporting ~uire
ment cannot_be__provided with certainty. However,- the Depattrnent 
opposed enactment of the antiboycott measures 11 years ago and .ha.S 
c<>nsistently opposed eft'orts to strengthen them ever since. Paralleling . 
Commerce Departn,ent opposition has been· equally strong opposition· 
:£Tom major domestic business interests. The Office of Management and 
Budget file on the development of the Department's reporting form 
reveals special input from industry lobbyists. Thoy were given the 
chance to privately review the fonn.n There is no rc:ord in the OMB 

u See app. G at p. - for tbP Congressional Research Service report detailing the 'btstor.r 
of the Commerce Department r~>ioorting form. 

file of any other group or individuals being contacted for advice or 
voluntarily providing advice as t<> how the form should be designed. 
When the first version of the form was submitted to OMB, one Com-



/ 

.) ' 

, 
merce Departme-nt offi~ial wrote that it was "very mild" compared to-. 
the data that could be iyqtiired of business con.oorns. n · · · · 

·:t • ... • - ~ • .• 
10Jbl4. 

Commerce Department actions or failures to act often served to un-. 
. dermine and circumy~nt the prescribed policy of the United States;~ 
·1l.gainst furthering ~rictive trade practices imposed by foreign con- . 
e.erns. For at ~east 11 years, the Department distributed trade oppor-

. tu~it.ies to .American.J.lusi!lesses _that contained Arab boycott cl~u.ses.. 
Tlus practice ended only In December 1975-=--after strong opposition, 
particularly from members of this subcommittee.17 Vigorous con~ 

,) 

.., Supra, at pp. - to--. 

~ional oversight should prevent such gross abuse of administrative 
discretion in the future.: · · .' · · . ,, . , 

,L;L~' .. ~ : . 

NATURE, ~f.E? iAND !~PACT JF THE ARAB' BOY~ . .• . ; ~ ,, 

· · All reports filed ~nder tpe anti-bovcott. p.rQVisio:tis of the Export 
Adtnipistration Aot ,p.uring· the period Jamia...ry l, 1974, through 
Decemb3l' 5, · J975, nc{'.rlY. -~ ,Y.eP~r";'!ere systenf~>tici'lJ.y. tmfl}.Y?,~:. q, 
the sub;omlJ)Ittee. ~~e:"~~stiCs. lfhich are 'JH"(:sented 1p. tn:s ~tidn
are denved from thl\&t ~!nputen:l:f-d file.18 Qunng th'St penod, 2,7~5 
' .. Tbe methodology used·for tb; ~~beommlttee's study ta:deserlbed In ch. III of this repot\ 

··.at p. -and In a CongresslonaJ·Retn~areh Servij!e report, aJI.P- D at p. -. . · · 

reports were filed bv 687 re ortin com anies. :At least 218 of th~ 
· . ames, or . percen, were 1~t on e1 · er the New York Stock 
E:xchangtl or the AmeriC'Iln, Stock E:xchangt\ or were affiliated :with 
listed firms. . . . 

BOYCOTI' TRADE 

. ·The total value of goods and services involved in all repo'rted l>oy
oott requests d!lring tp~:nea.rly 2-year period was $2.7bi~lio~. An:
other $1.85 bilholl; worth ~f boyco~ requests. were ~JX?rted m pecetn· 

·~ller of 1975 to raise the .full year figure to $4.55 b1lhon.19 IJQ)"eym-, 
"': ! ··. ·.· . .; . ·: ' 

•• See footnote 62. l'upra. A l!Cten~:Uieall;r flesbmed rsndoJI! 11amnle wu uaed for'vfrtuau,. 
all bo;reott reperts · ftled bv Pxpprtl!'r In Deeember 197~. wbl~h h'l" 11 · dollar ;v11lue of 
$50 000 or les11.. Decemher J 975· rep!lrts havtnsr a dollar· valne. of $:110.000' or mo~ ·were 
eompletely bob11lated. For tlui! 1974 and 1975 •data nsed here; tije marlrtn of errqr ball ~\ 

~lenlated at less than 0.1 perf'i!nt due to sarnpllng error. The veri11eatlof1 proCl!dur1!11 
used to assure aeeuracy are det~erlbe(lln app. q. p. -. ' : · : , 

342 reports, or 12.24 percent, of ali reports were filed without provid
. ing a dollar figure for tranEa.Ctionp completed or sales proposed {lur
suant to boycott reqnt>Sfs. The~f~re, the a.ctual value of Q<>.ycott
n>lated adi vities w11;,s proba;bly higher than ~e repo~ v~lue;: B<?y

. cott-governed. trade IS ~Usa ~1kely to be much h1~her becau~ of 'It' ~f}t>S 
of loopholes m Commerce Department reportmg regul:thons ivlhch 
Tul.ve been used by exporters' with at ]east tacit ~pproval by the 'CoD:t-

m~~=~~~~:::._~~£:;:~:::.:::::7· 'does 
differ substantially from figures provided to a g~·,ate ~oinmittee in 
June 1975 by the Conunerce Department.21 The d1fference Cl!-n be at- · 

·.· : . . 
. . . 

• See p. -, supra. . . 

For all types of boycott documents, the dollar values for the perioa 
.January 1, 1974, to December 5, 1975, were as follows: 

' 
' ·"' 
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Amount Percentap Perienta&t ti 
(millions), of •mount record entrlee 

0 • 
l Compliance, In lids lnslantei m~ns the answers exporters aave to item 10 on the Commerce Department for111 entitled 

''4ction." See app. E lit pap-: for •.co~ of the foriL · , . •: 

For sale.S document~ alone, the figures were: 
...-:,.;~ ,: 

( 

· Amount l'ercentae• Percentaae of 
(millions) of amount record entriu' 

~~~~~~::::::::::::::::~:I'::::·::::::::::::::::::::::: a~l . :,~ d: I 
.. ~~:~-: .... _::::::::::::::::::!r::·==~===================== 4}U.. • s~:: u: ~ 

. Tolll •• _· __ ; _____________ _ii.;~L!4~-·.c: ________________ ---.78_1._S ___ J_OO._l ___ l00.-:. ~~ 
, I ·r; .. ~!:· ;.; , --- - •· _ ~.- . -_ - .: _. · 

Tlle .e~t of reJ>6.rtoo ci>inpli&::qce !ndica~ .by tllese figtiM apJ?.08XS: 
I unreahstlcell,Ylow aqa .can.be exrlamed ty tjh_e ft\d th~ the a:pl?W~ 

to the compliance question was not made mandatory unttl Octo~r. l, 
· 197'5. This raises th~ disUhct probabilit:f fhu.t many coinpani~ ~;. 
pli~ with the ~ycoft hut chose not to answer the compliance queStion 
dunng the penod when .an answer was not inandatQry. When the pat
tern of response to'the COJ'!lpliance question is examined in ·relation' to 
whether the report was made prior to or following October lt 197.5; 
a totally different picture ~merg~ During the periOd when it was n~. 
mandatory to answer the compliance question, the distribution:. for the 
periOd was 45.1 pe~t e9mp1iance, while 51!1 percent gave no ~ 
sponse. During the fourth quarter of 1975, when the responses to tQ.e 
compliance ouestion was ma.ndatocy. the compliflnce fi~re rose tp 9p.4 

. percent for boycott-atr~ted .sa]es·documents repo~; It Cal). be $· 
smned that in vir(;ual}y all cases in which a ~es document was~
volved, t.he boycott ~uest was complied with. ·· . · . · :, · ··; · . 

Exa,mination of the :rep<?rts-:-filed between. OC"'.~r 1, 1975, and 
December 5, 197~in whmh companies indicated t!1at they c,iid not 
comply with the !boycott request also suggests a higher <legree of actual 
oomphance with boycott requests than the stated answers of tJt,e repo:tt
'ing firms would _indicate. Of the 17 reports indicating noncomplianC-e· 
during tl1e period, closer examination revealed 7 cases in which the 
companies' explanations in other ~rments of the reporting fonn indi
cated actual compliance, while only 9 eases of confinned noncOJl\'Pliajuxr 
could be found. There were 61 reports where it was not possible to.as
certain from the reports themselves what the companies actually did.-- . 

THE MEANING pF "COMPWNCE" 

/ 

.';./· ·-
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M11Jly countr1E!s fii :addition to Arab count ' uire certificateS .o( 
.origin.21 Howevel'j the certificates used bYi o6 . countries with sig-

TYE'ES OF BOYCO'IT CLAUSES FOUND · 

A major area of analytical dif)iculty involved determining the na
ture of the action with which the 'exporter was asked to comply or the 
type of information requested. For analytical purposes, it was found 
that the types of boycott action reported could pe classified into seven 
types reflecting cl~uses in boycott-related documents, each containing-
several subcategones a:s follows: 2f · · . ; , . • r 

· "'The listing of subcategorit's Is onl;r Dlustratlve and not Intended to be deftnltlv~: or 
excluslonal')'. · · 

1. Origin-of-goods clause 

.( 

//' 

This includes any request for information referring to the country 
of origin of a product. or its ingredients of components, such as a: 
(a) Certificate or origin; (l>) statem~nt that the goods or any in
gredients or component parts are not of Israeli origin; (c) request to 
list the country or origin of any components; and (d) statement that 
the product is whollv of U.S. origin. · · . ./ 

The'typica:lclause ofthis type :rrads: . ' ' ' \., (J..~ v\ 
. I (an officer for the exportlv.g firm) <.-ertify anA affirm that the goods shipped ~ "\ 

are not of Israeli origin or are wholly of U.S. origin. · . e. J "- • ~ 
Clauses rel~ting to origin were among the most comm~n fo~ Q v -b 

1!. Israeli clause . ~ (A \,f ~ · 
This clause encompasses requests for inform~tion regarding th~ ~ \ . I .... 

existence of an ongoing contractual relationship with Israel, actually · L .. J... 'to 
doing business in Israel, or generally contributing to the Israeli econ- \ . ft ( \ l\. ~ -
omy, including: (a) Having main or branch factories in Israel; (b) {.)\\X,..~) 'f'T. ~ 
having an assembly plant in Israel or having an agent assembling a 
company's product in Israel; (c). maintaining agencies or headquar- ( b~ 
ters for:_ Middle Eas~ operatio~s ~n Israel ; (d). holdin~ shares in Is~aeli 11 l11l"'\ \ ~ 

compames or factones; (e) giVI:Pg consultative services or technical (...~-' 
. assistance to an Israeli factory; {/) having managerS or directors who. ~ 

~ 

'.).• > 

:;:') I 

,'?" • ~ 

.. :: { 
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34--TORY -LINO ·.· · 
are members of a joint foreign-IsraeJi Chamber of Commerce; (gl 
acting as agents for Israeli companies or principal importers of Israeli .. 
products outside Israel: Pnd)h} pros. pecting for natural resources, for· 
example, petroleum, within IsraeL . . . . . 

The typical clause· 9f this tvpe is one that a.Sks' the exporter tO' 
certify that it does not have anv subsidiaries or branches located in 
Israel. Detailed questions along these lines were common for qnes
tionnaires, one' of th~ four types of documents classified for this· 
study.•' . · · 

. ; :.~ :l~ I 

I 

is For more Information on-questionnaire, seep.~ . 

!J. Shipping clause '' 
This clause dt>Als ~n]v with internation~tl ·freight. c"rriers .. It is .a 

request for ,certification .. that a cqmpanv is not usin,~ <tn aitlirie -.~'r· 
steamship lihe that. is blacklisted or that it not Rl1ip its {"I)OOS on aveS
sel·which on p. partieiilar yoya~e :has a soec>Jic port of call, usually 

· Israeli, but in a few-instances, Indian or Pakistanj in fqe case 'of the 
Indian-p8Jri.~tani ';m~~F'fg!tinst erh ~the~.t ·~ \ . :· • ~: : . l·. I I ,_! 
:~,..Imurance clause. rtL: .,_ ,._ _ - .· · . : .. ;_ . : 
- This clau8e is a request that a ~mpany qot use a blacklisteQ. insur

ance C?mpany to _insure ·t'he goodf ~ing export~. or· in ~ost ca~ 
to cert1fy that the t~su~l'!-ce compafy ts not ~~a.cklisted. 
5. Blacklisted companies clawe ' : 

This is an attempt to· determiPP. the rei~t.io~rhin of the ~xporter 
to the blacklist and to a.nv blacklisted conmanies. It includes a: (a) 
Statement that the comp8.ny is not blackli§ted: lb) statement that 
the compan~ is no~ a parent,' sub$Idiary, an affili11.te of or otlterw~ 
related to a blaekbsted firm; andl (c) a statement that the corp.p!llly 
does not or will not. do business with~'· blaekliste(f companv~ . ·. : : 

!'he·typical clause of this type related~ certifving t~at the JroOO~ 
balD.!! • exported :were not manufl}Ctured ui 1Vh'ole or m :part by ,it. 
blacklisted firm. . : · I · · , . " • 
6. ReligiouB/ethnic clause· : · 

This is intended to e1i~i. · Anierican Jews· 
an urno R no sl1&e a.tiona s. encompasses ttny 
reou or m ormatwn or. actiOn rega m,r the following: '-(a) Tile 
religious affiliation of the ~e:sonnel of any U.S. company, i~cludi_n~: 
~ot orilv the company '·rece1vmg tpe request but also eompames Wlth 
which it mav do business; (b) an' statements or action involving p.ir-
ing or a'ssiqning or other nersonnel practices: (e\ anv statemP-nt abpht 

--...... membership in or donations to fJewish organh•.t1ons, such: as 'tqe
nited Jewish .APpeal( (d) anv·references to individua] belief!'! .in 

ionism. such as "Zionist. tendenciea." · . · · . 
The typical clause of this type a$ks whether the "patjgnality'' of the 

firm' senior nel is Jewish. Clauses of this tvJ)e we.rn fouu,d in 
out o t ver 4 000 renorts exainmed. As diRCUSSPd in another sec-

Ion o IS rePOrt~ a s1gm can y ,!n"ea er nnmber of ;request..~ of this 
type may well have been received bv U.S. bnsiness con~rns but not 
reported due to nwnerous loopholes in tl1e Commerce Department's 
reporting regulations. ·• · · . 
'1. General clause · 

. . :- . 

This is a general c'\tchall clan~ which often followed the clauses 
which ~-re listed above. It typicallv Te<!uired exporters to certify .that 
thev Will "observe the rules of the Arab boycott" or "otherwise comply 
with the boycott." .... 

There was a widt" variation in t.r') reporting of the types of action 
which the reporting firms were t-sked to take. The requested activity 
freq_uently was reported on the standard forn1 and not in the attach
ments and vice versa. To deal with this problem, the subcommittee 
separately analvzed the compani~' sts\tements on the standard form, 
the letter reports which covered multiple trnnsactions., as well as the 
attachments. For all types of' documents diRCussed in the method
oloi{V section at page , the occurrence of seven types of clauses was 
as follows: 

,· 

' ' .. ·, ... 
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Percen ap of 
1 andard k.rms 
lit iP.tdauql 

Percenlalt' 'Of. 
.UachmentP 

lis!lna elau" 

1 Tbe pereen'ages used here rela~a to the dollar value of doc:~men's con'ained e1tli of l~ese el1usu. £.tcb .column 1dds. 
lip to more than 100 percent bect~se most b~C'lt! doc:ume"'IJ c~ntained 2 or more clauses. Thus, the dollar v.lue of . 
documents attached to sume of !he re~~vrts whtch hzd 1ft ethnic or religious type of clause was l.Z percent of the totd 

r ttonar value of all doc:•Jmerts attached to reportir1 forms. ffon~ were reported on the reporti~~ form. The dollar value 
; ilf clauses of the Israeli econumy type repvr!ed on a report form was 3.6 percent ofthe donar vtlue :eported Ol' aU reports 
- 11nd 7.2 percent of til!' d911ar vlaue ill all boycott doc:umonts atlacbd to reports. ffote that l(lmu .:ompanles reported the 
r clauses on the form and did 1'01. attach_ the acl~al boycott documents, while c;>thers sePt the doc:um,~t and W[blJ ;•;set 
~ •ttached" on !be report. Some dtd both,'Accordmgly, separate tabulations were used f~r'2 "teaoriea. · • ,· 

·_:-.! < "! 

lfor sales documen¥a:lone, these J.)ercentages ":'ere ·~s fo~lo~s: : , , ; . 
: ~ 't' ... " '" ' 

c!%$3E::::::::::~~~~~=====~:::::::=::~=::::--:--~---·-----!- , . .§If:. 5~~ 
• Bhck!tsted cumparies dause.--------,7--------------------------. -~~-----: ~--===-::::!~-~:;:, Sl'llppiPI daulil ___________________________________________________ ;__ -i-- . . 6. 

· ~ ~r:,u::.,~:!~::::::::::::::~::: .. ;::L::::::::_::::::::::::J.~_.:~ ·• is te 
. .• ! 

1 The percentages usqd here rtlate tp the don•.r value ilf documents contai~ed each ol these ·clauses. ueh colum~ 
~dds up to more than 100 per~nt because most boycott ducuments cont.aired 2 or more clauses. Thus, the· dollar vqlue 

·of documents attached to mme of the reports which had an ethnic or religious type of chuse was 1.2 percent of the tiltldl 
dollar value of all documents 1ttached to repqrtina f.rms. f!one were re;>Orted on the reportiralorm. T~e dollervalut -. 
of clauses of the Israeli economy type reported n • repurt folm was 3.6 percert of the dollar value reporte~ "" all repo~ 

·and 7.2 percent of the doll or value of aU boycott doc:uments attached t.. reports. Note that fOme companies reported tilt 
r"dauses on the f.,rm and did n.,t a!Uch the actual boycott documents, whilr oth•ll Sf'nt the docume~l and wrote :!1• 
· '11rtached" on !be repcirt. Somr did bolll. Accordingly, separate tobulalians were us,d f:lr 2 ~teeorjes:. ,.. · : · ; 1 

• . • '. . '~ ': - . ! • - • ' .• 

. Over 99 percent of th~ origin-of~gooos, blacJ.?i~ed oo~P~?-ie~ ~~i~! 
pmg and msurance clauses were cpn~ntra.ted w1tlun reports J~diCatiq.ft 

.. sales. As indicated in the charts abOve, the most preval~nt. claus~ ~e~ 
'::the prigin-of-goods clause ·and the shipping cil~J.rs~. · Und~r the· COib· 
-.merce Department regulations, a shipping e'lause d~ not have to be 
rE?ported if it is the only clause present in a iioeumffi:lt. . . ·: : :: . 

B( ot r uests contairiina a reli · ous ethnic,...clau · er und 

i mem rs 1 m or 1 rgamzat10ns. . · · 

I 

our reports, m w 1c . the compf).nies indicated that they had made 
no dPcision regardin~ their response to the boycott ~quest, iitvolved 
questi<'ns concer:ning employee membership in or donations to ~Jewish 
organizations. Two of these reports were :fUed bv ti- firm which inrlicated' 
that a company official }fad viri.ted the Middle· East,to explain th~t 
company policy prohibited dis~losure of private charitable doQ.atio~ 
'by corporate_ officials. The result of this actlon was not iridicaMd.' · ::: 1. 

. The subcommittee found discriminatory 'C1atises in' attac~ents to . 
l'eports by two firms whqse answer to the C-Ompliance qne8tjori :on t}ie 
standard report-form-indicated-that-they-had·oompiied, Of thest.ftwo 
report:s, one i?-vo!ved jlo-9:a~ions to .. or membership i~ Zio~st ,ot p:r.q- If 
1sraeb orgaruzatlons('fhe seeond.mvolved a ronosed a oo t tG 
~~'em loy onl such ersonne as are natlona s o t IS countr · and ar.e • 
no ews. • 

hese lllCldents of apparent discrimination were referred by the-~ 
Commerce Department to the Department of Justice. The CommerCe. . 
Department made a search of their files for reports indicating requests 
of a religious nature after receiving <'Omolaints frol'l pr~v.ate citizens. 
As of the date of publication, the Justice Department ~·not ft.q-
~ounced any action regarding these incidents.. · · 

~ ... 
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BOYooTrm Al-II> BOYOOITING COUNTRIES · .. 

\~: 

•10 1 percent of all ri.!Phi11n~r firms made this error. apparent}T be<'ause of amblguou 
tnstruetlona on the Commerce DPnartment reporting form. See "Ambiguous ~eportlnc 

• Requirement•" at p. -In chapter IV. . . . , . · . . ; · 

The Arab leal!lle ·~unt.ries WE'-re most frequently: cited as boycotters, 
beinJl cited in 88.8 ~~nt of all boycott-affected repo~, and account
in$ for 93.7 percent 'Pf reported boycott dollar yalue. Nme Arab coun· _ 

· · ti'Jes eaeh accounted to~ ·Jllore than 1 per,..k.nt;of t:he total value of 
all boyoott-re}a~ :tt~tf~ftiPs. 'J!E>Se f'O~:mt~es apd th~ir pe~~t, of ~~e 
t.o'qtl sales' value, were: Saudi Arab1a, 33.3 perreQ.t; T,Tmted .. Afab 
Emirates, 20.5 peree~t; .1\uw~tit; 13.8 percent; Libya, 9~1' pe~~~t; 
Egypt, 5.7'percentr:lf9:q; 4.3_percent; Syria, ~3.2 percent; ~banop, 
1.6 percent; and Oman11·.2 percent. · , . ,. 

Commodity code No. Commodity 

710 _______________ Eniines and turbines, except l'ircraft and automobile engines ______________ _ 
7«------------------ Mining and oil fiel-1 macbinery __________________ :: ____________________ _ 
733 ______________ Trucks and soecial purpose vehides •• ----------------------------------
732 ••• : ________ ---- Panenaer cars .••• __________ · ________________ :. ____ ------- ______ ; •• ----
747----------------- Pumps, centrifue~s. !"'mpressors, blowers and fins_______________________ ' 

• Sales· 
(millio~a) 

These-live categories acoounted for 57.1 nereent of boycott~related -
trade-the equivalent of · 5.4 percent of U.S. exports to the Arab 
Lea~e countries. The top 14 commodity cate~ries which individually 
totaled more than 1 percent of boycott sales accounted for 87.9 percent 
of boycott-related trade during· the 23-month period, but o:nly 8.2 
percent of U.S. exports to the Arab League countries during the same 
period. '!bus, the pattern of concentration of boycott impact among 
commodtty groups is narrow. 

Moreover, the pattern of concentration of boycott-affected trade· 
does not reflect the distrihution of exoorts among commoditv ~oups 
to Arab countries, according to published trade dnta. The {o1lowing 
categories accounted for 84.4 percent of the boyeott-a.ffeeted trade, 
but only 64.8 percent of total U.S. exports to the Arab League coun-

lJtis ~~ 
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tries during the 2.1-month period : cereal and cereal preparations, m&
chinery (except electri~), electrical machinery, apparatus and appli· 
ahces, and transport eqm pment. \ · 

Engines and turbi"n~, -the largest category, accou!1ti~~ f?r 27.1 per• 
cent of boycott-afl'ected trade, tended to ·skew the dtstrii-iution pattern 
among boycott-affected categories. This comparison indic,ates that the . 

. i~pact o_f the Arab lx?ycott on U.S. exports to the Arab League co~m· 
• tries vanes from the overall pattern of U.S. exports to these countries. 
· p.e CoJ?lmerce Deoartment failed to develop and utilize such. 
mfonnabon.· .t ·· 

;~:HOW THE BOYCOTr WORKS . .... 
i ,. 

The .Arab League's boycott if: administered bv the Central Office 
for the Boycott of Israel. Its chief executive is the Secretariat Gen-

. eral. Mohammed Mahmoud MahRoub. T4e rentral office conducts 
meetini!S twice a y~r where representl\tives from· the various Arab 
States meet liS a council :t.o determine which finns should he added to, 
or. remoyed _from, wh~t th~y ~ll the boycott "b~acklist." The Jist 'coh
_taJns the naJDes of~::fir~, ;now about 1,5QO, who the CP-ntral office 
~1~~""'"' ~J.,."e. ron+~\1t~~ _to thy~ e"ono::->1~ gr?wth ?f Isl'l'el r:t~er 
directly J>v .dom~ bns1n~ m or 'Wlth Israel, or 1ly havmg an aflihabon 
-witha'·'b1ackli$ted"fi111t'<:._·: '. • · · ~ ,• .. ·. '' · · ': '.i ·.,\ •. 
I. The central Offi('eJbr th~ Bov~ott of IsraP] has)ong bOOn. ielp~t~nt 
to mjl.ke public itq" black}jst;"or the ·nllmes Of· finPR w,ho are addeq'to,' ~r 
re:moved from. the list::Wheil representative~do t:P~_.bovcott <)ffice meet 
twice a vear. The sittill.tion is ~further comnlirPt.ed liv the fact that 
each of 20• Arab eountricll publishes its oWtl'~i!rtl! :md entrenre~eurs in 
variotis Arab rountries EkU cooies of their oWn. version$ of the list com-
plete with naid advertis~mep.ts. . · '· · •·· . · • . · • 

One of thP. first copies.of an Arah hlPcklist lTlade r>ublic in th1s coun
try was Tlublished: in' F~bruary 1975 bv a Senate committee. To the 
bovcotted compames, a,ction by the Arab LeaPUe Boycott Office ofteJl 
set>ms illogical. In tRSt.i-rrlony before R Hou"e comMittee~ Representa,ti\>-e 
Benjamin S. Rosenthal of New·York summa:r;zeq the, reaction$ of 
boycotted companies: · 

A spokesman for the Hertri system. which b~R Ucenl:'<>d auto rentQi optl~>ts In 
both Israel and EJ!)'pt, declar~: "We are puzz'ed to find ourselvell listeil. FroB\ 
timP to time we get applications from parties in Arab lands f.o-,: licenses." .Tbe 
cbll~rmanof Lord & T~tyl0r'deJiartment store chain Raid that he fil'At le'lfl\fd of 
the hlackUst in 1971 wbPn a shipment oi' go<'ds was impounded in ~lltJ~f:Atallla. 
"So we know we are on the'lfRt.'' be saM. '.'But we don't knowan;v.'Jiever'baVing 
befn told." A Burlin~nu Jndustries Ppokesman noted. "I did not know w~ were 
on anv bl11cklillt and don't know wl"y we Pbou'd hP. We are s't>oeked to )lear tt. 
We do bn!Une«s with both J<~rael 11nd tbP Arab wor1d-f11r more busine!'IS In the 
Arab world, in fact." The Repnbll~ St.ee' f'om. o"served that it J>itd lieen nut on 
fbp list "altboul!"b we have neither any lnvestmPnts or intere"t In the Mideast/' 
American Electric Power· Co. spokesmen were similarly bewildered as -t.o their 
company's appearanCe on the list."' - . . : · · · · :: 

., Testlmonv of Representative· Rosenthal before the Committee on Inte.rnatlonal Rela-
tions on J'une 9. 1976. . _ : 

· One of the blacklisted. firms almost totally P.xc1uded frol'T\ trade W:ith 
Arab League countrjes is the Xerox Corp: William C. Miller, inter
national oounsel for Xerox, says that the companv was p~aced on the 
boycott list 10 years ago when ~t snonso-red a television series on ·coufi
tries who are members of the Uillted N ations.'28 One of these docU-

• From a subcommittee stalf inj;ervlew, 1 : 

mentaries, about Israel, was entitled "Let My. People Go~"·'~Iiiler said 
Arab countries felt the· program was "pro-Zionist" and ha-ve black--~ 
listed the firm ever sinCe. · · . · 

Fortune magazine. in a .Tuly l975 11.rticle. providP.d a Puccinct sum
mary of how and why some finns ~re blacklisted while others are not: 

Many American companies in the defense industry-McDonnell Douglas; United 
Fircraft, General Electric, Hughes Aircraft, Textron--'-are srl'ing or have sold 
war equipment to Israel. Of course, each of them should be on ·the list ln 
boldface type for rendering such "material" help to the enemy. But they are all 
omitted for the overriding reason that the Arahs want the choice of the best 
weaponry without inhibitions about boycotts. The Arabs use as· a copvenle:nt 
rationale the fact that the contract to purchase is made with the Department ·o~ 
Defense. 

! 
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· A review of Export Administration Act reportS ~onfirms that some 
firms listed on the Arab blacklist are still· able to . do business witll J 

, . Arab countries. Apparently, the] are subject to the same practi~ '-
. that nonlisted compa.nies are subJect to, such as signing ce1tificates of . . . -~·~:~- . . . . ... 
Ofl~ ,:':, t . :,.·; • 

The selectivity or niconsistency of the impact of the Arab boycott is 
_f~uently cited as an indication tl1!1-t the Arabs arenot .serious about 
~hetr boycott of Israe~~ liowev~r, thts may repz:egent a mtsunderstan~
mg of the nature of an E'COnomtc boycott as an mstrument of econom1e 
warfare.·AccOtding_to;political'economist Klaus Knorr: " 

. . ·- ·-· \ . . '-: . 

The rational objecti~e :(}f economic warfare, pursued by. economic measures, 
Ia not, of course, or sllould not be, slmp)J to cause maximum losses to 'the 
adverBal'J's economle capabllfty. The logic ot this type ot Ct'nOlct prescribes that 
the enem,1sutrer a maximum r~uction of his economic ha•ns relative to one's 
own. ~implJ severing hts' to"i·eign trade Is unlikely to;hrlrig tbls ie(fult abo~t. 
After all, his exports absorb a part of hill productive capacity, and their interrnp. 
tfon ma,Y engender production bQtt'eneckll hi one's own economy or. th~t ot alllea. 
The app~prlate strateg:f,-wr~i~·tutertere with his'conimerce, se"f'C't.lvel,yJn ·QrQ~ 
~o ca~ maxi~um net l~vail'l!lt!nt to hls economy. C1E'1lrly;~ne's own COlrt8 Pl~l¢ 

· · · be taken into account- KB .. mentioned, a complete bo7cott of the enemy's gOOds mv 
harm one's' own side more'thlin 'his. • :. , . ·, ·. , ·, ; ., .; •. ,. ·, J 
' · ·-~ ~~!::r-~·,:t ~~;~; : · -·~ ,~t·.~:~ .1.... 1 :~·:1·.1~ :·: ~.,: 
• Knorr, :KJaua. "The PoJttleat Jlkonom7· of International Relations," New Yori; Ballle 

Books, Ipe., (l!J'lS), pp.1B~P-:.lt~~ :i> ' . . . . :- . ,· .;,u ~~ ~)· . .. . . ~. 
. . GETmN.Q OFF THE BLACKI..lST 

. Getting off the blad~U~il1 dijlicult, f~u~n:Uv awkwa;4 and som~· 
t1mes co~ly." The expenence of the Bulova Watch C.tO. IS a c~ ·~ 

1 "'Tile Comm!IIRloner GE'neral of ~he Centr'l'l OII!M! for tbE' lloyMtt ot hraeL Mr. Mobam-. 
med Mahmou" Mahii'Onb. In iui 4ut: 81. J9'fll, Jetter to the New York office ot the Nattonill 
Assoclatton of SeC1lrftles Dealera.: Tnc.. set forth the metllod companies h~ve toe ~ulie m 
order to be r~>move<'t from the'hoy~tt·lhrt: · · · · . :.: ·· 

"The banned eompanv-ean· 'Vrttil to any of the rej!'!onal boycott of'lleel!l In ·,.n:r Arab 
country or CllreM:J:v to the Ci!llU.Ol Oll!l'e for tbp Bovcott of· !ll!'llel tn tnoulr"!, wha' doeq.. 
ment• are uel'essary In orcler to lit' exelui!ed from the ban and to be"'l'>e able to rel!nmtr 
activfttea tn the Arab eonntrte,. All •oon "I this lPtter reaches any of the ooyeott ofllee, 
the answer to the eomnan• tn qpeatlon wUl bP ~~ent thf'· nme dav. st>~tlnlil' tbe ne.-essa17 
documentll1:o bP submitted. It 'the eompan:v Jli'(''IUCel!l tlle rlioulri!d doeumepta flllll' 11111f 
eompl<'tf.J:r lind If the documepta l!te clear and correct. then 1t I• possl.l!le to reml!ve tJijr 
lian 'lfithin 8 monthL ... · · · ' ., :-· : ;. . · ; 

A eomp~ete text of the Jetter fa printed as app. B at p. -. · · . ; · 

P<>mt.'lnthe mid-1900,'~: ]3ulov~t. hfl.d onl:v li,mi~ sales in the Middle 
East when it fnnnd itself on' tl-te blaeklist. Cornontte official for Hnlov;a 
were approaellPd bv a g ... MP.Tt }fl.W:VPr who gajd·he was in an PXcell~~t 
position to a;~. Bulova fi.Jll'l nt.her U R. C'.OiylT>tmiPS in beinc:r :ren)oved -
from the h1acklist, Bulova ;.~C'ia1s nai.d fhp Svrian lawypr a f~ fo:r liis 
future efforts. and BSSllmPd that netrotiationS were J!Olng wi~ll uritiJ 

~ they srot word that he had· been executed after being charged ~v t.:qe 
· Government with svviil"~ · · : · . · ' ; . i 

Bulova ml'lde no othe;~fforts to remove itSelf from the blacklist )tntil 
Septe'Jlber of 1975 when' Ms. TSheresa Marinyo· ass-dA.te cmmsel fdr 
the Bulova Co. in New·. York, wrote to t"1e C.o!"l-liss;oner r..-ene111il, 
Cent:rs>] Office for the Bovcott of Israel. The (r--·missioJ>er .G~m~n,il, 
Mr. Mohammed Mahmoud Mahgoub, replied on f'cpiember 29,1~75::':l 

r . . . 

a Thl• lnfonr>atloll is hBIIe!l on a J!Ubeo~mittee stall." Interview. A eop;r ·of the letter to 
Bulova Watch Co. ls print~ a1 app. rat p. -. , · .. i '. 

that in order to be remov~, the Boycott Offiee woulcl nee(! sQtisft\.cio'ry 
answers concerJling the re.lationshlp betwef}n the Bulovtf Wateh Cp. 
and the Bulova Foundation as ~ell as q1!eS+io~ concerning- :wqe~er 
any o~B!Sur-me~1)fthe-b~n! -oftttrec!ors"Rre ple~rs~~Y
orgamzlltion:s;-oomnnttees-qr soCI~ttes- working-for-the =mt~ "9f 
Israel or Zionism. · ' · · · . · ' . · _ · · 

In addition, the Buloya Watch Co. was also as~ed to proviqe: ; · 
A document to the effect that your company, the Bulova Foundation, any ot 

their subsidiary companies, their owners or the membel'l!< of the Board of D~ 
tors of all of the said comnanies are not jointng any 'organizatinns:commtttees 
or societies working for the interests nt Israel or Ziflnism whether they .are 
situated lmdde or outFlde Jsrael ;·as weU as the underf'aklng that of th~ above 
entities and persons will never in the future join such organizations, eomllifttees 
or societies or give or collect donations to any of them. • 

• Ibid. . 

Ms. Mannyo said that the Bul()va Foundation is a separate legal 
entity from the watch company. She concluded that the demands in 
Mr. Mahgoub'sletter are onerous and unreasonable. Neither she nor 
any other representatives of her finn have responded to the letter~ 
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. The International,tt;I~phone & Telegraph Corp. }l!"'(lpp·arently h~d 
13ome success !lt remoymg boycott clauses from propoSea Ara.l>, CQ'!l~ 
tracts, accordmg to :IL Ma~h 11, 19701 Commerce·peP,&rtment me:rncr 
randum. as The mem~jlescnbes a meetmg bet~~n offiCials of the eo~.; 

... r-. . . . . . .- . . • • 
t • The memorandum was -~.btalned from the. Commerce .. Depart~ent pursuant to aubcom-
->mtttee subpena-Issued Dee..;2: '976. . :·•(·. · ' 

merce Department iind of ITT concerning the company's refu8al td· 
respond to a S0;udi ~t,abi'!'n telephone mainte!lah~ <:ontract oft'er.: . 

An ITr offimal, according to the memo, sa1d that the .firm declined 
tQ.'submit a bid on'J~e multimillion-dollar prop{>sal because it .eon
tamed a boycott cla\lse that would allow that country to ~ancel·the 
contract any time it ia_proved that we (ITT) ·are ~aving business with 
Israel11

• The ITT offi~iaJ said that it then had 27 co11tracts througho11t 
·;::?;-,~~/~~} . •; .. ~ ~~: t ""·.';_. r. . 

"'lbld. : f''.. . . . . . 
. . -.. ~ .. ,. .,. 

the Arab world and lhJl.t none of them contained. bQvcott clauses. He 
saiq that this had ~tf<P9s3ibl~ because an agent for the ooJPP,a:p.y ~'h!ld 

.. ~u~fupy '-pproo9t~~;t,~~ (:An:ib ~.onntri~) :~n ~~ittiplt t'ltis ·cia~· 
· m prtor contracts,'.' ~worihng to the memo."· 1 •• ,_, • • • • • • ,· • · -~~d.:··:.:.. · ~~~F1K·;~; . r . + ···:·\ 1ji~ , \<t :,:. ·?~. 

· ~S~boomthittee sta:i·iri~ryiew~ both cotnpartv Si~tr and .CO~me~ 
Dep,~rlm~Jj~ pe:q;onn'el;~o~ere p~t at the_ .Weeting, incltidmgtlje 
Department official . wbo( wrote the memo. ··Thqse. irlt.erView~: couJil 
recall th~ ~eeting ~n:~~~~nentl:terms. aritl.cl!~ldfnot ~meinber ~Y. 
sta~men~. about tJ:ie :~~fif.l;ny 'De1pg able t~ 1Jave boycptt. cla:H~ .:t;e--
m~veq fr!)iti proposed 4rn~ contracts. •• '· · "' ~ · '' . · · · '• · •, 

• ' '!. 1 ••. , • •' • . '. 

• Ba,~. on subcommittee sta,lf fi.lefliew&. , 
: Cht~.irm~~ Moss wrot~· tb.ch~irmafl of the Boani of pirectors of I'IT, 

, Mr.· ~arolq Geneen, to l~k m~re information <?n this tnat~r. Q~ 
JllDe 18. 1976, Mr. Harbttrt· A. ~teiJ.ke, Jr:; Ps<5ncla~ general·counSel 
for ITf. responded to tli~ chairman's letter. Oq t.he h'aSis 9f c.onv~xsa

. tions With !'rr emp~oy~, subcom~itt~ sta~ Wf4S "b~e _to confl.nn o~;f: 
one recent mstanca m'which ITT ~egotlators w~re ableto hav¢ & ~Y· 
eott clause removed froni'a contrack11 · · : · • • . · . · · 

i -.~:!· .. ~ . .--:·~· i .• : -~· 

.., ibid. . ' .. · .. . .• . 

· · Infol'IQation ~ncevning ·bribes related to }lfiplementatio:p. of .tht! 
boycott has emerged. as ;the result ·of the Seciniti~ and Exeh~n~ 
Conull.ission's voluntacy dJ~losure ~rogram for questlona.hle eorw~· 
paymenta. The· Geperal. :.Vue and 'Rubber Co. aclmowledged t() t:.lle 
SEC th~t it paid variowdees tO~ 'removed from the black¥~118 Oil' 

. . . . . ~- ·' ' ' ,, • I . . ; .' . , . • 

• SEC Lltlgatlon Release NO: TSSO. ;See al'so SEC File No: 1.:.111~0. . ... 

May 10, l976, General Tire and R!lhber Co. representa~ives sigQoo. a ' 
consen~ decree confl.rri:Qng 'that the company had ma~e ~'irnpro~r· 
payments to officials ana -employ~i of Gove~(mt, includill.g . ~ • in 
connection with General .Tire's su<!Cessful af.tewt>t to obtain· ~tqo~ 
from t~e Arab Boycott ij$t.":89 The company al~ sai(i it ;wpuld ~b-
---.:...·- . ·.~,>- .· ' "'! ~t'· • ·~~ 

• Ibld. " . . ' ·· i 

lish "a speciai review con'iinittee" to further lrlv~tigate t}iis and other 
improper payments:· .:, . : ' : •: · 1. •. : • ·~ 

The consent decree; liqwever,· provided 'fewer detalls about th~ 
incident-than-were·pJ."OVid~dby-anews-storv·-pn~'rli~-=ceprd---~ 
iitg to' a March 26, 197~ ':.ttisociated PreS8 wire story, GeneJitl--Tirti~ 
and Rubber Co. paid $1.10,000 tQ_ ·a. Lebanese firm to get· oft' a:p. A1;ab 
BoycQtt blll'cklist: · · · · · 

[Mr.] Tress Pittenger, Gen~ral Tire vice preside11t and general oonnsel, 
said • • • ipat General 'Tire p11id t.he sum to a subsidiary of Tri~d JJ'lnaelal 
Establlsbment of Lebanon for Triad's aid in removing General Ti~ ~ the 
list of firma being boycotted for dealing wtb IsraeL ' 

The Santa Fe InterJtationa.l C'A>rP. disclosed in a registration· ~te- · 
ment filed w-ith the REr, that since the 1950's, lt has been required tO 
comply with "local le~l reQuirements imposed pul"S'Qant to the 4--n.b 
boycott of Israel." ' 0 The "local ~uirements" were not specified in 

• SEC file No. 2-115175. 

' ' ... 
·'...· .. ... 
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the statement. The :~~mpany stated. ·.it does not)~lieve it ~iolaied 
u.s. laws. with reference to these practices. llowever, the ·company,l 
~tated that if Congr~ were to enact new legislatioii precluding com
pliance with such Joeitl1aws, their busin_ess m th~- .~_-rab world would 
be adversely affected>•~ , -· -·• ,. · ~;~. · . : 
. ~;!:' .. -. . . . . . . .: ;:-:~·· ·. ~ . 

A IblcL . ~,:j· . r , . . .. 

The Hospital cOrpcn-ation of AmeriCa. disclosed in ·a :r:egiStration 
statement.that im e~ploy'ment discriminatiol\ suit was brought against 
the firm in proceedings before the Equal Employment Opportunities 
Commission in 1975.~2 The suit alleges that the company discriminated 

l~··· . . 
.. - ._;~~--~~: . . ~ .·:-. . 

40 SEC file No. 2-511678 •. -itJ~: .r'; ·•-·~, , -, ~~ ), ~ '" ·,· • P >~! .: !- i '1 
on th~ basis. of religJ?~··~Ji'\seekjng to employ {>e~~ for -iy~~:fui a 
Sapd1 Arabian hospital ~hat the P?mpany .mapag~ · . : · 1 : . 

The Col:fi~erce D~P.~f!~en~ l~as ~ot spao!fiCB:)ly ~qmr~d ~~sc1osure 
0~ a ,firm'~. e_fforl$ t(}~ }'~xp(}~e Itself from t~e A:_ta~ )l!tcklu;t or ~t'ti~f-

. w1se ~ubm_ ·1_t_ to bo~_.~t;~epl __ an4~· .. Accor~1r-g_ lY~ 1~ .has . ~ee~-: _a~_ffic.~l~ 
to learn· about fir~s'.eft'orts to'r.emove thelllseffes -from the l:Ua-ckhst. 
:a;~we~er1 ·cnainil~ri)l~~~ricJr Jiills of th~ Se;Guriti~ ~~q ~~~bo,~ 
fjo~I_lll~IOn? prov!<J~q ~,~~1-~ht p.to some. of tb~~ acti"ptu~s_}n·re_c~qt 
eo:qgre~19nal testnno~y~~-,P¥a~nr.~n Hills .~I~~ ilia~;"'."~~ 

·. · · . ·~~Lf":.;~--~~ -., ~ -!, !- ·,-·.:,. .. _ __ ._ t ,, ·= ~,; __ .,= ~--

. a Ju11e 1,8. l976. before tEe~ Ef~bco:nmtttee Qn CommerJ:.~il'sumer, !lnd -¥~n~~rY ~-ira~ 
Honse Com~l,ttee on Goverll_l!j~~;!?~"ratlo~L "~:.~ ·• · '; _, .. ,· 

:mHJi~~ American c~tia!}y" !nte~ested in~ ui~easi~~ i~ repeip~ of 
Arab mvestments ternnnated Its ~nzeahle account Wlth an A:Qlencan 
investment bankinq th;P1 · ~a~e of the latte~;~ .close r~iatiQn8 ~iQt 
Israel. He disc-losed th11.Hwo} merican investm~nt bankirte: firms wer~ 
disciplined by the Nationel -~ssociation of Seeuritv DeAJers for·ViO-

. lating its rules. of fair pr11pti~ in su~~it~t~~: nonblac.klisteC:l ·aftiii
atep for: blacklisted firnr' 1n undE!rwntmgs WI~h Arab ~ves~rs.~ _ 

. l 

.. lbl4. ,: . 

0~ Jinuarv 19, H)7fS, th~ .Tusti~ Denartrqent. ~led a Slllf· aP,"R.inst 
the Bechtel Corp. for:'fidlatin~-the Sherni~n Antitrust Act for ·re
fusing to d~l with l>laclrlisted ·American. subcr..,tractors and~ a.s tbe 
suit contends, renuiring ·American subcontriwtors to refqse to do bu$i• 
ness with -blac'klisted persons or entities.41 _A re"Pnt Senati'coJ'nDiit. 

\tee report st;.a.ted that ll U.S. bna manufacturer h1'~ jts c6nt~ct.to s~ll 
ibuses to an Arab State tenninated when it learned that ~eatS W.~re to 
·be made bv an Americ11.n compa11::Y on the blacklist. •s Ex~unplea such 
as th~ illustrate that· ~he impact of the bovcott goes mor~ · d~eply 
than suggested by the overall boycqtt trade daU!,. . : ·: . , · 

• • . l ' 

IMPAUl' ON DOMESTIC FIRMS 

Of businesses sustaini11g losses due to boycott practices, the Radio 
Cornoration of America. is a leadin2' example. An 'RCA ex~cutiye 
told the subcommittre 41 ~hat Qrior to being plnced on the "black~ 
list", RCA did approximately $10 million worth of business annually 

. with Arab countries. RCA, the ~ubcommittee was told, had evefy 
· •reason: to believe that its sales to thPse c-ountries would increase above 

the $10 million figure, Since being blacklisted, ·its annual sales to the 
same cour:-t~1es have rlropped to less than $9 millio~, a direct loss of 

'I 

over$1 milliOn annually.' , · · · · · . 
Large-"ninltinatiomrl~rl')()I"fttions a.re-nnt9:be-'-Oilly -nnns -who -have-=-~"-

suffered lo5ses as the result of the ·boycott. McKee·Pedersen Instru-
ments in Danville, Calif: is a small firm wpich manufacturers scien-

'_tifio instruments used Ja'rgely by schools and universities. Irt:. has had 
only two sales to the Middle East 'both to Kuwait. University involv-
ing the shipment of electronic ~struments used for chemistry experi-
ments. · · · 

The first sale-in December of 1974-went very smoothly, according 
to Dr. Richard G. McKee, vice president of the company.411 But the 
second shipment m August 1975 encountered considerable difficulties. 
On both <X'casion, the firm was instructed t.o provide the name ~f the 

. manufacturer of all of the goods to he shipped. Comnan:v offi.ciels did 
not "find this requirement onerous or believe it would further the Arab 
boycott against IsraeL .Accordingly, the shipping invoice •11 stated that 

r 

: .. 
. ... 
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.· Me-Kee-Pedei'Sen Iciithunents manufactured the products and .that' 
' the manufaeturer of t'he spare parts were:' General ElOOt.ric, Motorola; . 
. ._"Quarzlopen Gesellsohaft, ·and National Semi Conductor. Both ship-' 
• ments required a certifica~ of origin to be ·.,igned b_y the United 

St:.a.tee-Arab Chamber of Commerce (Pacific). Inc." in San Francisco,' 
.. 'Cal}f. ao This require.q~~nt W!i-S to he fulfilled by tlle Amerford Inter· 

national Corp., the finO's freight forwarder. · · . \ 
. The air freight f9~arder rel!o~ to MeKee-~e(lersel! that it was 
Unf!;ble to get the reqmred certification for the ~nd ~hipment. 'J!le 
Umted States-Arab Chamber of Commerce refused ·to sign the eertifi.· 
cate because the shipping invoice said that Motorola was ·the manu
facturer of some ot'the spare parts in the shipment. Actually, the· 
Motorola pa.rts acC()unted for only $33.88 worth· of the $4,489.80 

S}:l~~ment. 61 ~-;?.~; ~-.; ,'· .. · · f . . t , , .,, _· .: :; . . : ; , : , .' : 
""'The Joetlce Deparhnent eomplalnt Is discudsed In detatlln eh. 4. ' ' · · . 

. ~!Senate Committee on· Banking,· Dousing and Urban Alfalnl, !'Foreign· Boycott• ali!! 
Domestic and Foreign Jnves~enta Improvejl Disclosure Acta ~~ 19l11;' Report No. 94-632,.·· 

.·at Jh!;tt~r ~o· Cb11lrman fjj~~: Iii. :Moss from Mr. Cbarlea R. Den~~. RCA vice pre~;dent. \ 
Printed •t·p. 199 of tbe.;l!uboommlttee bearlnp, supra. Cbalrman Moss asked r~r t!le 
lnfot<matlon After. re~tl.ln~ ._· 111-ii .?!,.,..c.'c ~n~t'r:~ ::n nnn.IUI:Ie1· 'RCA · execut!t"e all fp';]Owll: 

·: ·~(W)"are not g¢ng, to·en<!·.~l~tl!Jil~,wltb r,ra._el to get ali pi,b ~ntract. 'Tbla IR 1!--morjll 

· lss:~a~d ~n'•ribcomJQitt~ ~llfiiit~ewttt~J,; · ·.{.: :'! · t' : t ' '' .H I 
. "'A copy ot tile sblppfng1!1!'d~.t, printed as app. Lat P.---.. 

liO Iblcl. . • ., ,, .. a , .. • · · ·· • 
11 Bailed on ¥ubj,!ommltteet;!aff'ttitefvlew. _· · ..... ' , . . : · • 

J \ f ~~ ·~-:t ; -··· t•. . • 

. . J?r.lfcKee s;tates that;Jl~phoi!ed.Mr. Farl'.e~ Asfor, direcfA?r ol th~ 
Umted States-Arab Cliamoor of Commerce In San FranCJsco. He 
states: "+ pointed ou~ ·that we could not affdi'tf.lo lose this money .an4 
th~t Motorola _parts w~re not any cause of trouble on. the pr~'yio?S 
shipment." He stated that they prQbably had overlcoked 1t by accident 
that time. He also stated thllt 4e did not W!.!:nt us to lose money, I had 
the. impression that something could be worked out if Kuwait Univer:. 
~ity could not get t4e' shipment-through customs or had prpblenis 
in·authi::u.~izing payment," li:i Dr. McKee wro~ or phoned numerO'qS }?er-

• Ibld. 

sOns in ~rder to obtain help. He-wa.S advised by the Comm~~ce De.
pa:tment ~ file an E~pott' Administration report. He did, 'fh~ report 
pomted out that a f~ul1J1'6 to get. payment for the $4,000 sh1p~ent, 
then in Kuwait, could w~ll"cause b_ankruptcy" for the smalUirm.- . 

Dr; McKee found the situation· where the ·firm could not· recover 
either the shipment or the ·paymerit due to boycot~d Motorpl~· pa~ 
ironic. when the firm's f~eight forwn~der f:ol<l. h1m ~hat j'~~e . ::1\!ld
Amenca~Arab Chamber of Comm,..·ce m Chicago routipely s~:gns cer
tificates of origin for Motorola," Dr. McKee said a new certificate .. 
of origin was prepa~~' sent to' the Mid-.t\merica-Arab Chamber of 
'Commeree, a:nd was approved. This new r>ertificate·needed for pay
ment with a letter ,of credit was not. used, however. Instead; the finn 
sent a request to the Kuwait University for payment via a ao:..day sig}l~ 
draft instead of a letter of credit.111 . . . . 

• Iblcl. 

The 30-dav s:i~rht draft 'was finally honore4 and nayment received in January of this year; some 6 months after ~hipping the requested 
goods. Dr. McK~ says· that the cost, unusu~~ t'me delays, and unc.:r
tainties of payment, make future sales by 1:i.is firm to Arab ,eount11-es 
lessinviting.5' · · · •• · 

'-
tu Iblcl. 

UNITED STATES-ARAB CHAMBERS OF COMMERCE 
. . 

The role of United States-Arab Chambers of Commerce located in 
New York, Houston, Chicago, a~d ~an Francisco, ra1se unique i!JSues · 
regai:ding the Arab boycott and Jts 1~pact on U.S. laws and busmesB". 
practices. Incorporated ' separately with separate ~ts. of boar4s ·-of 
directors they are generally known to serve two pnnciT)al functiOns t 
(1) To promote trade between the United States and Arl;lb ~untries, 
and (2) "legalize" or :Qotorize the certification of vanous boycott 
t.lauses in shipping docu~ents. 

) 

' 
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Accordi!ig to thl » ew York State Assemhl,f ~SubCommittee o~ · 

~ Huma~ R1gll1:s for ~oycoU Investigation, Committee on Gove~ment. 
Operations, as the Umted States-Arab Chambex: 9f Commerce had proc-

~- f 
-~ ~:. . ... •·. 

• 11 Hearings held Dee. 8,~ 1971. Assemblyman l'oll!!ph F. Lisa. ~airman; Jioward M. 
Squadron, subcommittee counaeL '··~e: ·" 

es~ approximate1.{9o,ooo ~rtificates of origin ~np other clauses re
qmred by most Ara~1;countr1es.1111 For a fee of les8. than $5, an officel"' 

"'l-,··· • · .. 

"Ibl4. :;"( ~--.;':': 

for the chamber wili'~ign a rubber stamped clause~\iuch as: 
;-,, ._ • ·! • 

, The U.S.-Arab Chamb,er of Commerce, Ine., a recognized Chamber of Commerce, 
hereby declares that, ti' the best of its knowledge and beli'ef, the prl~s stated 
tn this invoice are the !!i~~e!lt e:xporj; ~arket pric:es, '(l!ld ~hp~ the:orJgi!l,of tbe 
goods described herein is the:Untted States of America, · .. ·. ;;.;; ; · • · 

· :1 ;~,. ! · , • •U.S.-ARAB CiiAMJIQ oF 'COMMERCt, Illc.; 
. Kt. ~ .. BY M.A. BAGHA.t, .. ! : .. :; . • . . • < · · ' · ·:~· : · E~eoutive Secretarv.n 

•. If Ibl4. ' • ~;~t·~L, .. ·; . ;:.•: > ;~ • • 2' . ~·~· . . . . . 
Inde~n.dently,: ~h?s~~~m~it~ c;-onfir~~ "ihiit r iLt' :}~~. ·~p~e <if 

these Arab chambers of c~mme~ c~rtified d9(!m:(lents con~muig ~ega-
tivecertifica:tesofqtjiti~:!Uc;h as: ·: . . ;~ .... :_~ ·:· • · 

1 
; ·' :, 

We certify t~at tbe infordfation ~Jreb:i, Is true 1uid l!()rrect to· tlle ~sb;l(qb:r 
knowledge and. the origin of tbe goods bereln contained Is the United States of 
America and not manufactured in ISRAEL, nor did the raw materlals:used ~ 
their manufacture originate in Israel.' · : • '..: ; ; · · , ·' 

We further certify that the above "essel did Iflrt.-{!811 an(l will not Intend t() 
eall'at any Israeli port .an4 1s not on the Arab boyc~tt black list. • · · 

11 Based on subcommittee iltl\11' Sutervlewa wlth exporters and review of Export Admtn-
IBtratlon Act report& · · · · 

"Blacklistin~r" claqses ha.ve !1-l~ been "le~ralizt!d" Qr certified.by tlJ' 
same chambers, the subcommtttee has eon6rmad. Such practices, m 
apparenf contraventiqq ot f!Xp~sed U.S. poliQy by tax-e~e111pt cor
porati_?n,, raise qu!JBti!>l1S. ~8 to .\!hether the .lfl"antin~? an~ repe'!aJ 
ofthe1r tax e:x:empt10n IS approppate. fit In fl.ddttlon to officers of :rpaJor. 

. '. . . . : . . . . ____ ..... . . .. I. . .. :; 
.. There ts case law standtng fllr the prQ!Pltton that llll organlzatlop'a ~ exemption 

statue under section 1101 (c) pf tbe Inter~l' evenue Cdrle can be tennlnat~ as tiW re.11ult 
of actlvltles which are 1Jlegll1 Qf lJlerely COil rary to pubJ1c po1tey. These ca&eB aro11e; ~~ 
ell'orta to. end tax exeDI'J>ttona· for priTate. acbooiB which practiced raclal ae~eptlqn. ...,_ 
~- v. Ocmnall•. 880 F. Supp. 11M (D.l).C.). aftlrmed·Wltbaut oplnlop au~rnom.; Co«t v. 
tween. 404 U.S. 997 (1971) :· · .. : · · . L :· • ' · 

• . "The Internal Revenue Code does not. COI\template the g'rabtlnl!' of apeclai FedenU tax 
bene~t• to trust• or organtzp.tlons, whetl\er or not entitled· to the apectal Batte rnlea 
relatlnJ to•charltable trusts. ·wbose orga.nbatlon or operatlQn contravene ,Federal puhlJ.e 
policy. Ibld. at p. 1162. . • · . : · . : 

p.S. corporatio~s, the cham~rs have represeptatives o! f?reign gov
. ernments on their boards of dtrettors. eo The role of certifyrng boycott; 

. . ··. . ! 
.. SubcolXImlttee ata~ interview with Mr. Howard Squadron. See footnote 1~0. silprL ' : . 

certificates serves to carrv ·out the interests and policies of fo. reign 
governments. The ch~bers and their direetors have apparently 
not 81 registered as f~reign agents under the Foreign Age~ts ~egis-

a Ibld. 

· tration A ct. 82 

. . ._ . ), . 
• 22 U.S. C. 612 generally proscribes th11t persons ln the :United States who. work to 

.further foreign political. Jontereata, as agent& for those interests, must register lj.Dcl 
report on thelr acttvittes'Wttb"the-Attorner&neral. · . 

CORI'ORATE DISCLOSlJRE 

. In order to gain more information about the in1pact of the At;ab 
boycott on American business, the American Jewish Con~r~ began 
a <:<>rporate disclosure campaign lt~-st December. Under this program, 
stockholders of major U.S. companies sought information con~~ 
the part.icip~J,tion .o! these firtns in the Arab boycott, pursuan~ to van-
ous Fe.dera) securities laws. · · 

Disclosure requirementS are found in the Securities Act of 1933 as 

•15 u.s.c. 77a, et seq. 
\ 

' . ,,. ..... ... 
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"find the Secuciti~~~~xcliange Act of 1934.•• .$ection 10 of 't~ ___ __.. .~~.~--- ':" ~·;·~~~. . . 
.. 111 U.S. C. '78a, et 11e1J. · H: • · . . . ' .. · ' ' • 

. ',...... , ! . '" ., .... ~ • 

f.933· act ~nd. sectio~::12 and 13 of the 1934 act Pr.9,.vide disclosure of 
mfor~~t1on ~~ matejjf'.1 ana "necessary or appropl}il~. for the pro ear 
protection of mvesU?~'' The Supreme Court.~~ has Statetl that matenal · , 
----. -· ~ll 1;: . • :.><~· 

• Atfllltded Ut11 Citizen 'li?'"ftecf Statu, 406 U.S. 128, Ulll, '!Ill _(1972) •.. 

· fa_.cts are. th_!lse whicij J~~ rea.sona~le iny~or mi!'.ht have considen:d * • • 
Important m the mi!:tnng of this d~tston" to mvest or not to mvest 

In respo~ to inq_iiines to scores o~ ~mP.ani~ and various effortS ta 
place resolutions agtlilnt;t boycott partiCipation m company proxy state
ments or before ~nu~l shareholders meetings, the,Amencan Jewish 
Congress 4as r~ived ,i;Jatements from numero.us firms concerning their 
activities~nd p(>Iigia.frtti~litdin~'the Arab h?iccitt-()n M~rch t6, 1976, 
the American Jew1s~Q4:pg~ 1~ued a press ~'efl:Sa statmgt~ In par; 

. . . . f~ii- .<lf •! ; . .• ; /,\, . . 
~Baaed on subcommltt~ ·atal,l' ~tervie'!''B with wm MI\BJ~w. American .Tewlah ConpeBL . . ~;../;:_;; .... :· ~ ·, .. ' ~ 

that: · : . ~.'l;,~_,!; :;.·. · '.; · . , • •. : ,, , " . . . . . ; ·{·,·~~.)~ ., f, ' . • ·~ .... ,; . ,. ,· . 
-' The forlnwtng ron:ip~Dl.~'fb~fe] glye~ written ~ssurimces t~t. t~ey woul~ ii'Ot 
comply with dl.serimi~jltoq: ·er reii!trlf..'tive trade, ·pra~!i~: Apiprjcap Bra~!ls. 
Beatrice Food&; Rucym.~lE:'Jt~. Co'1till.~r,ttlll C"n. :l!l\ :f-'8.~..;. Natnm.l 't}A~ 'Gen~:r&.l 
Foods,' ~neral Motprs.·:!'f~l'$'{a·Pa~1Jc. ·Greyhound, ~elinecott Copper, ~tc~- · 
nel·Douglas, Ogden, i:J:!Atner'·~~wea, .RCA, Xerox, Soo~:;F'aper, G. D. BearW.,Sltn· 
mons, -~exaco, _Te!tro17 p~~~!!~Y·~um, an? Warner 90~~~nl:atio~ . · ; : '! · ~:: 

· Sub00mm1ttee $ff 13XO.i}llned·th¢ stateme!Ui,pbmltf.ed by tPeBf! fir~s 
to the Ameri~n Jew~1t-Congress. Some of tpe 1¢11tenients were as short 
·~one P11-~.other8 as Jpn~ P.S ~v:en pages. ¥aqy ofl'el'ed'~nly gehe:!if· 
tzed, sometimes va~f! ·dlscrtpbons of thf)lr'. nast tradmg pr!l-ctlces 
regarding the boycott~ Sell~ta.I firms, for examPle, did no~ defln~ wha:t 
'!'~ m~t ~v "discz?.ri}ipt~-ffiry or r.estrictive tra~~ practice$. ,.,, tp43 ptctiri.
ties they said they duf pot ~l}gage m, Represen~P.ves fl)r many o~ t~e8e 

·. fi~ said that they n~4 and '!on14 contj~peJo sign certifi~~~ ·<?f 
or;lgllr a.nd state the nam~ of theJr·shlp:per IP.)d W"urap~ conman~ :p1 
compli~?' wit~ Arap'!ffipo_rting t'Nlllreniep~s~ but saidj th!Lt' liavm_g 
·cloneS? dtd not mvolv~ f!l~rmg cqrporate P.~1tmes on thetr ~r.a._d~ ~li-
Cles With Israel . > :~:;•, ' • .· · . •: • , . , . 1 ••• ~ ••• ;, 
. Fu_rtheqnore,. these .flrQli senerally stll-:~~ ',!hat • they: '!~ul~ · ~~t 

refranffrqm domg bq~U}~S w1~ a boycott¢ fi.~m ~the ret>J!lt of tl}e 
bo~~ti or woUid·ni:t/9i~fiplil!ah~ against a~j.pcf!'On on. tl!~~';Qf' 
rehgton, race; sex, or p~. The }ongE'31, Jt:IO~ d~"alled statement ~ub
mitte? was that ~f _th~ 'G.8l!eral llotors Corp . .Ffowe~er, the_ C«;'r.Porli.t;e 
. pract~ces and pohcies. detailed • apJ>e!i-red re)>JfeS(}ntati ye ~f ~~eJ!lents 

· "Submitted by the other firms.7 Ace0rdm:gly, tlie GM statem~nt Jf.l pnnb:!d 
as apperi~u K at p·a~ _!__.to illustrate the type: o~ disclo8~~ that h~ 
beep obtamed under th1sprogram.. · · - · · . . 

1is . f · · · · · rocess is e.ostlv a ., re · ·n only< a 
enc a<XlOunt of a firm fl. rao tees an foreigil· 

oyco . t6 gaj.n 
· a c . ieat~Qn 

'· .> !' 
POTEl'\TTIAL INTERNATIONAL IlfPlJICATIONS 

~~ttiop. 
. Amendil).g 

re u 6~ 

ers.-e. tor uample. Baltimore Sun. Apr. 23, 1976; ~ew York Times, M,u-. 12, 1976; 
Christian Belence Monltc!r, Mar. 14, 1976. • 

tices.. however. s'Fre!ftlt a switch aWa.y from the United States 
*<Slid not necessa y t. . • . -

' ,..., 
\.. 
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Arab trade With t~e Netherlands and we§t·Ge~anY. over'the past· 

. 2 years has not dechned 'despite reportedly strong :',nt1-Arab boycott .. 
· positions taken by those countries, and countries wlticb have taken a 

more supp<_?rtive position in res~onse to the boycot-t;.~ have not enjoyed. 
correspondingly. greater trade w1th the Arabs. For- example, an Asso
.eiated Press story published in the Washington Post on March 4 9( 
th. J •. '. 

IS year: , . . .· ;.~!"" ·:;: ~. · 
' . FranJe•s drea~ of bUllC:ms of extra dollars In trade rev~~ue resulting from Ita 
pro-Arab,lorel~ro policy)1as been badly shattered. ••. Figures of the Organiza· 

, tion for·Economlc Coo~ratlon and Devel6pment ·(OECD)' show that countries 
, ctitlclzed as being pro-Israel, such as Holland, Weat Germany and Sweden, actn· 
, ally have Improved thelr''nonmilltary trade- with the Middl~ East more than the 
. French.• f':• . .,. : · · 

.·, •rbtcL· · · •: '.r;~'~:/ .• ;: •.••.. ;,~·~::~ ::'\; ,,. ''~·«hii,; 
According to OEC])' ·&g:u:res, France imp1·ovM''itS 1pontlily' 'tr;a~· 

with .the Middle Ea.St; ·~xpluding Isra~l but inc1uding Iran, 49;9 p~1-:. 
eent m 1974 over 19~;,A~ the sa~e ttme, t;he p.s.:average rnqnthll· 
_trade w~. up109 .. 1'pe_r~. ,!\. ;,;wes~ ~e.rmany W:~U~_UP lQO. 'percent,H'o1laWf_· , 
up 83 ~~~~nt, a:pd Sw~en_,~ ¥tc~. ·~ thesesp-Ies:pY·93. pe .. r~nt .. ;Ofd_~P 
figuresfor1~7,5suppgr:£t]i.ef:l8.Illet:rend.• )._ •' ;:. · .. ; 1•;: 11_ ,, 

·J;bt4.: ; . _·! . J.t·~;;r··~ . ~ > :: :) 1. c . . ... ·. r !'t 
These trends a · .,., .,, .· siness jud ents ha~: on 

the ~n l'lce ·of; o r ex · · 
as a ma]Of CQill van 

nabons. .• 
I • 

i 

v • 

.. \ 



' 

4S~TORY-UNO .. ~ 

··-~ .. 

·-·· . -.. 

~·, . 

. ·. ·' . , . 

... 

CHAPTER V. •·: :LEGAL AsPECTS OF THE ARAB· BoYCOTT 

INTRODUCTION 

. ' . 

• Ch. 662, L!lws of New Yo~li i975, amending see. 296, New York Executive Code. 

ANTITRUST LAW 

The applicabilitv of Federal laws to activities within this eountry 
carried out. in furtherance of the Arnb bovcott and the necessitv of 
additional legislation will constitute the nuiior portion of this section. 
It is worth reemphasizing that the primarv bovcott-t.he refusqJ of the 
Arab League countries to do business with Israel or to sanction im
portation of Israeli g-oods or components-is a sovereign act that is 
generally thought to be beyond the scope of U.S. laws. • ·what we are 

• See Keotenb"um. LioneL "..4ntltrust lmpllrationa of tbf' Arab B--~tt: Per Se Th~l'T. 
Middle ERst Politic•. an., thf' Bec'htel Case.'' Paper prese.,ted to the Conference on Trans· 
national Economic Boycotts and Coercion. AusHn. Tex., Feb. 20. 1976. pp. 1-4. 

An exc.-eptlon is when "persuasion and pressure" from economic. political, and s..eurity 
relationships. or diplomatic ell'orfs are able to Influence the practices. 

concerned with is the tertiary (or extended serondnrv) bovcott by 
which boycottin,g Arab Lea1--rue countries cause r.S. rompanies not to 
deal with other lT.S. companies who ttre included in their compllation 
of "blacklisted" firms, firms with whom the bovcottel'S will not deal 
directly. If two or more r.S. firms were to combine for the purpose 
either of not dealing with some other firm(s), or of preventing some 
mmt.ral t.him-nR.rt.v firms from dP.A.linu wit.h t.hA ohiP.r.t of thP. TT.R 

.-

..· 
· .• 

•. 
'\. ... 



• See "Contempt Proceedings Against Secretar;r of "commerce · Rogen C. B. Morton." 
Subcommittee on Oversight and Investigations, Committee on Interstate and Forelgu 
Commerce, U.S. House of Representatives (94th Cong., lat se88.). Memorandum of Law at 
p. 2011. "' •. ''· --. ,'·: .. 

In Faahion Origi~tora Guild of America v. F.T.O.,' the U.S. Court. 

Y 114 F. 2d a(84. ,~ · 

that a boycott prod~~ by peaceful persuasion is a8 much within the 
[Sherman] Act's prohibitions as one where coercion of third parties 

· is present.'" · ' . ; ' · . 1 · . , · : 
I ·~ ~ .,~ . : . • • ' . \ 

· • 'Vanilervelde· v. Pod and 'Call Broker• and Dealer• Aa6'il, 344 F. ~~'pp. :·tl8, i41 
(S.D.N.Y. 1972). -L •. 

Horizontal bovcotts (those inv~lving th~ combin~tion of firn1s at 
the same level of production, and generally in oomoetition with'e.ach 
other but for the conibirtR.tion) are generally considered so pernicious 
that they con~titute v~r lit! antitrust offen~.11 The same thing is not 

1 Set> Klora, 1~. v. BroadwaJI·Ha;,. 8tort:a, Inc., 3:19 U~·s.'i!ot (1959). . . . 
generally true of ve1tical boycotts (those involving restraintS imposed 
by a finn at one level in the marketing: chain upon the dealings of one 
or more firms at a lower level in thP chain). Bnt. since the formulation 
of antitrust rules co~cern distribution ~rictions,ID the legality of 

"'A leacnmr eBB!' Is United 8tat~ v. Arrroltf 8P1uoinn '.E Co .• 388 U.S. 3115 0961). In 
which the co11rt Pet forth re,.ta•n rondlt'ollR ,.n .. er wl'olch vertical restraints on the resqJe 
of goods would be consl-'e'l'ed pl'r se unlawfuL tout· lett open, to he determiPed under tile 
Rule of Rea11on, the legality of other restrtctio~s on absolute freedom of reselL . 

vertical re&traints on trade (usually on th~ nistrihutio:q of P."ooqs) has 
to be determined wit:qin the co11teXt of the entire transaction. The 
nature of a vejtical conspirac" will 00 further addrPSSPd below. in 
the conteXt of t.he comohint f.lPd by the Depa.rtment of .T)lstice against 
the Bechtel Corp.U (See infra, note-and accompanying text). • 

21 U?!ltd 8·tateB v. Bechtel CortJ .. Clvtl No. C-76--99 (N.D. CaL, filed Jan~ 6, 1976), here
Inafter referred to as complaint. 

Virtnallv ind1stiniu,ishable from a ''bovcott" is a ~'co'l.certed refusal 
t~ deaV' Since the actio~ by somP n.S. f1rms 1.n fnrt~ernnce ·C>f ~he 
Arab no~'COtt haw• .uenerallV htll"(>Tl t}u• forr" of refllSSI,ls to deal With 

certain other firms that are. "blt-C'~ ... l>sted" bv t'P" A.rah TA>.a~ne coun
tries, the term "refusal to nP.a;l'' will }>p. emnlo,ed 'h,.-re; The anplicabil-

.it:v Of antitrust Jaws to refnsal-to-deaJ acti'vitit>:> P.lSO entails riiakiJig 
"the distinction between unilateral and collaborative or conspiratorial 
action." 12 · . . · · . • ' ~ · · · 

:u FnlfiR. Carl H. "Jnfllvtdu•l Rpfusals To DPRl: WbPn Doea Sln"le Firm Conduct Beeome 
Vertical Restraint?" 30 Law & Contemporary Problems 590. 603 (1965). 

The leading ca~ on whether a bnsinessm11n mt'·v se1Pct his customers 
or supolies_ on whatever .basis !t chooses~ u~nited States v .. Oolgat~ & 
Oo.13 Oolgate is still good law, hut some aspects of the Oolgate d~tnne 

u 250 u.s. 300 (1919). 

have been circumscrihed bv later cases. l?or example, it has been held 
that repeated refusals to deal rna v constitute a course of dealing that 
violates section 5 of the Federal Trade Commission Act H as an "unfair 

•• 15 u.s.c. I 45. 

method of competition" I 5 and that an antitrust violation will be found 
I . 

u F.T.C. v. Beech-Nut Packing Co .• 257 U.S. 441 (192l) ; Ml't' also, Oppenheim, S. Ches
terfield. and G!en E. Weston. Fl"deral Antitrust Laws: Cases and Comments. St. Paul, 
Minn., West Publishing Co., (1968) pp. 491!-533, "Refusals To DeaL" 

I 

\ 

_," 

' .. ... .... .. 
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unlawful if th~ size-~hd market power of refusing finn are such that 

. i~ mon~poly power·is:_Jikely to insure compliance with its conditions 
'for deahng.11 · ... . ,. 

/ "'u .. lted State• "· Greai'Atlantk .f Pacfjlc Tea Co., 611 F. Supp. 626 (E.D. Itt 1946), 
atr'4, 178 F. 2d 79 (7th Ctr. 1949). · 

'•h .. 
\-:t; 
, .. POLICY OF ANTITRUST LAW . . 

~.. ', 

. As recently as 1913, the ninth circuit commented that "it is not the 
primary purpose of .. the Shennan Act to protect deserving private 
persons but to vindicate tbe public interest m a free market."~ That_ . 
statement is articula:dy relevant to an examination of the a lica-

1 it f Wlt ack- . 
h eJ;Se 
im act on individual .S. businessmen.18 e anguage usec:l,'by t~~ 
nm · ClfCUit oes not l'e ect a new approach to :the policy behind 
enforcement of tlle at}titrust laws but. rather reiterates what has ~n 
~tr:ted many time:; ilef.oii~ for. efample, the Supreme Court ,in l947" 
S&1d that the purpose;;oftl1e SheDJlan Adt was "to sw~p aw~y all 
apprecia~le Qbstrnctjons" ~. thilt the statutOry policy. pf ;free trade 
might b6 effeCtiv~lyfaeljieved.'ft• !Awer courts have emplias1zed' the 
fact thu the.antitruSJ:l laws are to be u5ed to prevent unreasonabie ~
stfatnt§ hi IJ!il11! Of t?H)Ut¢{1fjon 20 and f.bat 1n the h @.nCi of MQl.e per 
se antitrust offense a ·court must· resort t6 a: re·as a:bl , st to d&-

rnune , ., or actiVI . . o pernicious , 
e on eo · .. · · "._ ·· as [a vi.olation]." ~1 
T e ~ ~e~ation of another rourt th.at t~e protectio~ ?f ~he ~hannan · 
Act 1s a.vatlablt> not only to "those m d1root cbmpebtlon" wtth 1'-. d~ 
fendant or to "those who h:we direct dealin'{S" with a defendant u 
must be read in the con:-"'"'*. of t"tle ho1di1Ut ijlat only where there ill 
injury to co~net~tion, ~ disti!}ct from injur.y to competitors, !s the 
perpetrator hwble under thA antitrust laws. · 

In seeldng to deterl!line whether a.nd tmder what conditions the 
antitrust laws shouM ~·made anplica'ble to businE>ss refusals'.to deal, 
~he di~inotion s)lou!q be ~ade betwee~ :efusals based !'n th~ dt:site 
to attam or mamtam a monopolv position a"'ld those 1,n whtch the 
refusing J?RrtY m~rely sP,bm,itufes'one firm tor a~o~.her in h>s._d~~si~n 
to do .bu'Slness with qnly one of them. As Prof{'s!~"}r C~trl }i'uliia has 
observed, paraphras1nft:the lanmta~ in Are B .. ,. ... ,21 "in thP abse:qoo 
of an a~pt to aehieve·orml\inh~in R monopqJ ... ," the Oo~aate right 
of customer selecf;ion· #iives a businessman the legal ri!{ht to c"fla.nge 
tradiri~t partnen; "re<Tfl.:rdless of anv t.ardfih>n fo" th<~~ r d1snlaced 
party] and even in the- absence of auy pla.n<~.ihle' inst,ifidtion." 2' • . ' 

· The anticompeti.t.ive and often morally offensive overton~ 6{ 
Arab bovcott-relat.ed :cm•dnot or the exis+enee of all efonomic dfltri
ment in some indi,..itluals do not 'necPssarilv mean that h11sic U.S. 
antitrust. mlicv is able to properly deal with tht:': impact of the boj-
cott on U.S. business. ·Professor Lional Kestennaum has stated: · . " 

"Tlniftid States ••. R"41ttm Hotel• Corp., 467 F. 2d 1000. 1003 (9th Cir. 1978). 
"'~<>e np. --.supra. . · . · 
""Un't"'tf Bttrt'• v. Y~llotr 04JII Oo .. :!:<12 n.R. 2•R 2?11 "(1947); BPI! ali!Q Ftadion Orlfli-

fUJto~ .. Gvlld of AmeN"" v. F.T.C .• 812 n.s. 4117 41"1 (l!Ul). , ' 
.., S..e Btll"dnrd Oil (ln of· N.J. 1: F"ft"" 8tn•~•. 221 fl.S. J (1QJl) : u~u .. .r B•t~tu v. 

Atnerl~., .. Tqbnc"' C11 .. 221 TJ.~. 1011 111111 l: Chi("'' flO l!oo;rd of Tr.,"e v. p .. itetf Stat'•• 
2411 U.S 281 (1111R': ACO! Ju~ .. T»tribtdor.t. lnc. v. Koltfl. Inc .• ::tlR F. 2d 2~'3 16th Clr. 
111681. eert. tJenl""· 1!.'~'11 n.R. "2?. f11!63J ;. l111ited Btate• y. Monvjacture'"• Haflover Trtlat 
Oo .• ?.otn F. Snnn. RIIT IRDN.Y:1961il. :. · . 

. ,. C"he~1rrr Mntnr• Oorv v. (JI>...,ttle'" 0flrp .. 2!!'1 F. l'b•np. 87'1. 8!>3 IS.D.N.Y. 11111111. ·alf'.d. 
40!'i F. 2d 319 121 Ctr, 19119\. eerl. rlenlP~. 394 U.S. PlY' (19611). "It b WPll settled that the 
'restraint -of ~rflile'· l'f'ft'rreil· to-to~Pef". 1 of the "t'i>Jnt'4 "'* onh· 1I"I'tn'RsonR*'I~" n>stratnt·>of 
trR"e ln t.hl't. aa tbe ,.llRPs· oolnt out. .every ....,111"'~""'"1 M>Dt'f'llrt has some n-t~tralnlng" 
ell'Pet: npon trRiit>_" .Ar.e Beer Dtatrllmtar•. I*"·· 1 .. 1 .... :nil F. '2" at 287. · 

• Turtft:r v. U B. G!lp,um Oo .. ll F.R.D. ti45. 546 (N.D. Oblo 1951). 
•:!1!> F. 2d 2118. , · 
"'Fulda. "Individual Retu!!als 1'f) {leal: .... "at 597 . 

. . . "the Arab boycott" evokes by its tt!'rms the e:xpl'ctation th<tt the antitrust 
laws lulve a siguifiCllnt role. Far as wt!' have been to1d by the Supreme Court, 
"Group boycotts. or concerted rE-fusals by traders to deal with other traders, 
have long been held to be in the fllrbidden category" of per tte viol<~tions of the 
Shenmm Act. This antitrust rubric mE'Sns that boycotts .art!' "conclusively pre
aumed to be mrre'1sonable 11nd therefore illegal "Without elabor<cte inquiry all to 
the precise liarm they have caused or tht> bn~lne.~s.excuse for their use." '1'1'_"!' 
presumption. l.leiug couclush·e and irrebuttable, has l•een held not 11voided. by 
claims of reasonablenE-ss or laud'lble purpose. Accordingly, boycotts b<lve been 
condf"mned when the statf:'d goal wtts to prevent acui which were tortious under 
state l'lw. or in anothPr cllsP, to raisP funds f'""'' promoting conventions ln Port
land, Oregon. If a laudable purpose is no excuse. then a pul."p'lse contrary to 
public policy ought to be bad a fortiori. And to complete this line of reasoning, 

....,.-: ·. 

j 
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the Arab bo7cott has .~n tormall.7 declared to be rep~.i:nant to u.s. policY 
(cltlng fiO U.S.O. App. 2023(1'i), Section 3(1'i) at the Export Administration Act of 
1969; and Export Admfn~stratlon Regulations, 15 Ol:I'J:l If 869.1, 3c.9.3]. {Othet • 
footnotes, which detall the case law to support the foregoing statements hav~r · 
been omitted..] • · • · • ' 

• Kestenbaum," Antltru~ Impllcatto'ns of the Arab Bo.7c:ott: ...... at L 

)Vhile. the ~ne~(ierm "a~titrust laws" pas ~D.· uSed throughout 
this section, the pe~lr-ent antitrust statute Is the Slierman Act, ... par-

•u u.s.c. 1-T. · .. 
·' 

tit;,ula~ly ~eetion 1 ~nd 2. They prohibit. contracts, co~hinations, or con-, 
spiraCles m restraml; ·of trade or commerce,"' ana monopolization or 
---·- \ .. ·· .. ,. ·. . 

•tiS USC 1 l".•· '., .,. : • • ·'1. l . . . ~~ .. · \' ... ·~ . . . 
attemp~ to monopolize. • The language of those sections has generally 

• .i ; . ·<. . . 

·. •tiS u.s.c:. 2. 

been construed,-to mean unreasonahl~ restraints on: trade.• :But there is-
----· .. . ~·i~r_.·. ;.~. : _·_.; ·, . . : .. ; -~ 

• See no.teo Ift.~u~ra., anClaCoompan,yl~ l~ · · ·· =. • 

a'history of ~·la~r~tanqing f!!r the p.roposition tha~ any co~cetted 
refusal to deal1s per se unla. w:fUI. . . •. . . . 

• < < ' ' <' ' • . ' 
10 Ft1ahi'ot1 Oripint~ton< GvUd pf America Y, F.T;C;1 op. clt. ; Jrio,.., It~c; Y. BroBdwa11-Haltf 

:Store.. 1M. op. eft. : RadfaJU Burner11; Inc. v. Peopu~• GIU Uoht <! Cou Co., 864 U.!iJ. 658 
fl961); slfw;r v. New· Yor.t 8took Ezchang~ 878 U.S. 84t, llff-848 (1968); Un,ted'li!#atp-

, "V. GmoercZ Motor• Corp., 884 U.S. 127, 145-1 6 (1966). . : · , . . , · 

THE BECHTEL SUIT 

The J1>.Cent antit!-ust su.it .tiled by the Departmentof Justice:a.¥.ai~ 
the Bechtel Corp. and 1ts wholly owned or controlled suhsldian~, 

' ; ' 

• Complaint filed Jan. 19, 1976. 

referred to in the complttint as the Bechtel Group," 12 afford~ an o-p-

•llri4., para. 4 and II. 

portunity to evaluate the applicability of the antitrust b.ws. not only· 
to the specific circumsta~ces that precipitated the Bechtel filing, hut 
also to the range of other boycott-related !tctivities as shown oythe 
existing data. . ·· · · , 

. On January 6, 1976, the :pe.Pa;tment ·?f Justice filed suit agai11~ the' 
Bechtel Corp. and Its subs1d1anes, United Stat& v. Bechtel OorpO'T'at
tion, • alleging vi?l3:tions of seetion 1 of the Sherman Act' and a:,ccusing· 

• '.l'he neater part of the ensuing analysts of Bechtel owes mueb to Lionel Kestenbaum, 
and Is. ln fact. a summarv of the major point& raised b,v him both tn his paJH!r lop,• eft.. 
note 1) and In his oral presentation to participants In the Conference on Traw;n4tlonill 
Eeonomle Boyeotta and Coercion in Austin, TeL, in early 1976. Unless otherwise ln41· 
cated, quoted material Ill from Kest.-nbaum. · · ,, 

the companies of conspiring to restrain trade in this oountry by reasdn 
of agreement(s) not to do business with peo])le and firms (potepti~l 
Bechtel subcontra-ctors). that have been "blacklisted" by the Arab 

·League dountries. The Bechtel ci>mp1aint charges a combination a:nd, 
· conspiracy to boycott in unreas~nahle restraint of trade anq. com- ' 

merce." To analyze _the complaint, Professor Kestenhalim aslrs, then 

.. Complaint, pars. 20-22. 

answers; three questions: "What conspiracy9 ... What hoyoott¥ ..• 
WI' at commerce¥" . 

In paragraphs 7 and 20 of the complaint. the defendants and cer
tain unnamed oonspirators 'ft.re alleged to have participated in the 
"combination and conspiracy which resulted in an unreasonable re
straint of . . . interstate and foreign trade and commerce in viola
tion of section 1 of the Sherman Act." It is Kestenbaum's theory that 
the unnamed conspirators are the probably unreachable :Arab nation
als: While "it is novel" to apply the principle that one joining an ~xist
ing horizontal combination of persons or entities who are "heiforid the 
reach of jurisdiction because of foreign governmental action is him-
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self liable as an· antitrust violator to this type of situation; there are 
analogous cases-to ·.the effect that restrictiVe agreements made by 

i ro~binations statu~~ly exemp~ from much of t~~ substance _of t~ 
!1:ant1trust laws (for ~~tnple, agncultural cooperatives, labor uruons)l• 

,·,• 

• See 7 U.S.C. 91-292, the Capper-Volstead Aet; 15 U.S.C.17. . 

wit~ others who do n9t enjoy the ~xemption(sh a~ violative of the 
antitrust laws-that 'Yould support such a charge.... . . 

• A sample of applicable case law te compiled tn note 29 1>f Kestenbaum'• paper. 

That explanation of the "conspiracy" in the Bechtel complaint iS 
· but one of three "horizonta.l conspiracies" advanced. 17 Another is that 

' . 
"'Actually, Kestenbaum •advance. f1>ur theories of the alleged· consplrae;r; but one of 

them-that a vertical conspiracy existed between Beehtel and Its subsi"'larieB-altbougb 
nl>t Impossible to sustain under case law ("The fact that these restraints occur ln a setting 

· -described ••. , as a vertically Integrated enterprise does not necessarily remove tile. baJl 
of. the Sherman Aet"; "The· corporate lnterrelatlonshl~s of the consplratprs ••• are not 

. determinative of the appllcablllty of the Sherman Act. • Uflitetf State• v. Yellow Cab Co:
1 op, cit. at 227). does not appear to te favored: "There 111 no in:Ucatlon that the Bechte 

coiijplalnt propoHeB to charge an 'intra-enterprise• consplrac;r consisting solely of Bechtd 
and alfll!ates.•· See note 28 of Kestenbaum's paper. " ~ · · ;. · 

Becntet' wfls· a' partv .to a'conspiracv between ~on-Ar~"Q eritjties -vJithin- --
(aJtd possibly. ~utsid~)".of):he Uni~ Sta~es to co?forni to the boyqott. 
Such a "conspuac:v": \'JO\ild not necessarllv reqmre any more than to 
prove t~a.t each of ~lie parjicipap.t:S was 'aware, pz:jor to makiqg its 
own decisiQn to participate JD the bovcott, of the actwns of other$: the 
third theory is thf!,t Bechtel orchestrated a conspiracy among its sub-
contractors that they not dettl with ','blacklisted" fir:ms.18 · · · 

00 The complaint. paras. 2 (b). (c). ch!lrges that ch>.fendanta have requlred thelr con
tractors "to refuse to deal with Nackll~tl!li persons" and have furthered this scheme bJ' 
specifically fdentlf.rlng those on the bla~I<Uat. · ' · · 

· Whether. a boycott m~v be justified by its nonco~mereial purposes 
and lack of anticompetitive intent is sufficient to immunize a horizontf!,l 
boycott from per 8e illegality hail been settled in the negfl,tive bv the 
Supreme Court.81 However, It is still being debated by lower Federal 

10 See note 140, supra. 

courts.40 The critical factor in determining the antitrust significance . . . -. . " 

.. See· Bird. C. Colem•n. "Sherman Act Limitations on Noncommercial Concerted Re
fusal• To Deal" ~970 Duke I,aw .Journal 247 (lfl10); Coons . .Tohn E. '!Non-~omm .. rclal 
Purpose as a Sherman Act Defense." 116 Northwestern University Law Review 7011 (iaJl.
Feb. 1962) : Chaatoi,. v . .tm.enoa,. Telephorae IE Telegraph Co.,-- (D.D.C. 1911:1). . · 

of a bovcott is whether there is a .resulting adverse effect on competi
tion.n Thus, the argument that boycott-related activities· withip the-

41 See note 147, supra, and accompanying text. . , 

United States, as "basically the result of political confliCt,'; a~ iQlw· 
mune from antitrust attack, is not supportable if the requ~site adverse 
competitive effect is fomid to be present. Ip that conte"':t, it is likely \ 
to be the market power. of the boycotting group that determines its 
sueceptibilit:v to a Sh~rman A~t charf(e. The Denartment of JustiCe 
apparently plans to adi:luce sufficient evidence of adverse competitive 

·effect Oc.cprring as the result of the alleged conspiracy . ., · · . ! • · · 
" - • . . ! • -·· 

.. The comnla1_nt as (!rafted speclflcallv allewes. lntf'r alia. thAt "SnJ)contradors ·have 
been denied free and open a.:-cel!B In dealing With nrime contractors In connectton With 
major conatruetlon projeets In Arab:Lea!!11e countries {pu.- 23((!}); Blld tbat.-"competl·· 
tlon In the export of narts. systems. materials. equipment, and serVIces ln .connection With 
major construction projects In Al"ab League ·countries baa been suppressed" (par. ~3(h)). 

Although the per 8e 'prohibition ~inst horizontal bovcotts. is 
predicated on the perniciousness of any group's ability to "foreclose 
access to the market or f:O coerce compliance," the market power of 
the boycotting group is still important but nondeterminative. N~ver
theless, in par~~raphs 8 and 10 of the Be'!hl.el complaint, the defend
ants, "one of the lamest prime contractors in the world." a.re said to 
have sold their dt>sism, en¢neering. corsultin!!, riuma¢ng. prOellre
ment, equipment ano SU!pply delivery. economic and site feasibility 
study, and construction seriri~,s to "~overnments, governmental a~p
·eills, large businesses . . . or joint vt>ntn:rP,s among members of these
((lasses." Paragraph 9 states that of $1 billion worth of major build-· 

\ 

' 
\ . ... 
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ing contracl:s s.wa.rd~· in the Arab countrie-s in 1974, the defendant-· . 
·together with 12 other prime contractors-shared all but a small per- · . 
centage of that amount. . · · · · 

The commerce allci!ed to have been affected in. this country is, ar 
set forth in paragraph 23 of the complaint, that concerning materials 
and ~stems unable f,o,be supplied by "blacklisted .. persons located in 
the United States .~~~; in connection with major construction proj ... 
~ts ~ ~rab ~gue.:C<>u?tries. ~ Since ~he comme~ al!egedly aff~~ 
lS w1-thm thlS countcy and smce actions taken outside the Umted 
States jurisdiction have effects within the country. that may create 
liability under U.S. itit.w the act of state doctrine woul dnot nornl9.lly 
deter U.S. judicial ~tion.41 1. · ,, .. 

.. See, fo~ example. Unnid State~~ T. Alumfnum Oo. of Amerioo, ·148 F. 2d 418 (2d ctr. 
19415) : decl~lng that an l(l.greement. entered Into outside th~ United States. eoncernlnl' 
the Importation Into thl11 'COuntry of aluminum, did vlolat~ see. 1 of the Sherman. Act. 
.Tudge Learned Hand concluded that despite the fact that ·"We shcnld not Impute to Con
gress an Intent to punish 'all whom ltJ co~rta can catc!l, for ('Onduct which has no 
consequences within the United· States •.•• It Is settled law ; ·; • that any state ma7 
Impose Jlablllttes, eveq upon ·persons not wthln lte alleglllnce. ·for conduct 11utslde ltl 
border that has consequences wtthlu Its borders wbleh. the state reprehends. •• :· 148 
F.2d~t4l8. ''· .· ':·: 1 

;. 1. ·•. : . .; , 

· 'J!lere 3;pp~r ~ ~ 'sU:f!i~iellt liJl~gations pr.ese~t in .the Bpchtel ~--
plamt -88 to the tyf,l!\~ :~'coilsplracy," the 'frind'·Of "boycott" and tpe 
·1-:~d of "commerce ' n~aey to. slistain an l:l.ntitrust action ior yiolf!:
tion of ·section 1 of the Snerman Act. Invoking the rationale uhder-
11i~g Bec~tel, in similar· situations shoul~. reJlder ot:her ,participan!B 
similarly liable. ., · · '" . · . • · · 

The subcommittee's search of the subpepaed Erport -t\,dministra
tion Act reports reveale(l few cases of concellted refusals to deal i~
volving ·the requisite fa.Cts · f:.o warrant antitru~ SSJ.lctiona. 44 If this 

.. See pp. --, supra. , 

data accurately refloot the cpmplete picture of boycott s.ctivities, they 
sugl!est that f.he Sherman ~Act may be able to resolve only a few 
of the types of ~tiviti~ potentially damagipg to sma~l l>usin~ 
Even in instances wl:er~;a~titrust prosooutron :wight be le~illy ~UP;· 
portable, there are tll~ ¥~ch ~- frof~r l(estenbaum. who argtie 
that the use of the· antitruSt statutes m1ght not be as desirable, f~ 
a policy viewpoint, a8 "'legislwt;ion or ••• executive action. 'UDder 
the laws applicable to jot·ei~ tntii.S.:'111 

• Kestenbaum, "Antttrnat ImpUcatl,on of the Arab Boycott: *: • •," at 27. 
I' 
.\ . 
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·.., . ' ~~::_;:· . '... . . . 
'CoNTEliU'T PROCEEDINGS ·~~.:UNBT SECRETARY OF CoMMER~E, RooERS C. B. 'MORTONs. 

. 1 This sommar.J waa preiJllred for use by subrommlttee stalf ln further contempt pro-
ceedings against Secretary of Commerce Morton. Dec. II, 19711. . . , ' 

,, 
~~~;. :• . S:M7ABY . !! • ', • 

•(Submitted by John ·E:. :Moss, Chillrman, · Subcommittee on OversJght ·and 
Investigations, COmmittee on Interstate and Foreign Commerce) 

. \ ~~0;;;' ;~' ::; ; INtROD~CTION . 
7:';:''~··, 

·· On Novell\ber 11, 1D7{),'·the.Subcomm1ttee on Ovt!rslghi ~ Investi~tlons, by 
1l vote of 10 to 5, approved the fl)llowlng resolution : 0 

• 

·, ~ ~e&ol-oed, Tbat the'; ·SJtb~m~mitf;ee finds Rog~rs 0: B.. Morton, Secretary, 
"united Stales Departmeilf iOC:C'.mnme~ .in contempt for failure to comply w1tb 
the subpoena' ordered bjfthe.Sotkommlttee and daled July 28, 1975, and that the 
facta of thls fai1ure be revottecl :by the' Chairman pf the Subcommittee on Ov~r
sight apd Investlgatiol:ul to :FJle CommitQ!e on Interstat~ and Foreign Comme~ 

. for such actlQns .as the C<;lmmittee deem's ~pproprlater. · . · 1 1 · 

· . ~Is actimi was takeii bt>t'llpse Secretary Mbt'tott · 111\s repeatedlY refused to 
. -.:omply with a ·subcomlttee subpoena for Arab boycott reports ln the possession 

of Secretary Morton. These reports are ne+>ded b)' th·E! Subcommittee In order to 
determine the nature and scope of the Arah trade bo,ycojf:.' · ' ' 
. The Subcommittee's first request to the Commerce Department was on July 10, 
1915. Secretary Morton wrote 'to the Subcommtftee on July 24. 1915, refusing to 
furnish the requested lnfonpatlop. ~ July 28, the SubcommlttPe issued a IIUb-

\poena duces tecum for tbose reparts.. Oil August 22, Secretary ~lorton wrote to 
tbe Subcommittee stating . tbat }le would not C'omply '\\1th the subpbena. The 
'Subcommittee wrote Secrett>zy Morton on September. 2 to remind him of the 
SJ!bcommfttee's jurisdiction and n~ for the information and to advi11e hllll 
.that be would be called upon to appear before the Subcommittee with the 
~ocuments. · · . ' · . · · 

Tbe Secretary's explanaticm for b._ noncompliance on those OJ:CIU!lons and 
, since, Is that be believeB Sllctfon 'l(c) ·at the Export Administration AQt-the 
.~me act tJ!at requires the repOrts ~·be .flled-alsu req~ires the Secre~ry not to 
wsclose them to Cong~ • . • . ' ' . · • · 

On September 2. and on numerous ~sions since, tl>e Subcommittee explained 
to the Secretary whY bls interpretation fs at variance with the terms of the statQte 
'and also inconsistent with tbe legislativ~ and oversight dutie.'! gra:qted to CongreiiB 
under Article I of the Constituti,on. Secretary MortOn sori,.ht, and on September 4 
received, a~ opinion :from thE- Attorney General s]ipporting his position for not 

' 'COmplying with the SnbCODlmittee"s subpoena. · . . 
· . Secretary Morton appeared before the Subcommittee on Sentember 22 pursuant 
., 'to the July 28 subpoena. Secretary Morton acknowledged the Subcommittee's need 

and jurisdiction for its inquiry Into the impact of tbP boycott. Asked if he hltd 
brought the -subt~oenaed documents with him, Secretary Morton answered ·that 
be had not brought the documents and ·again assf!rted that the confidentiality 
section In the reporting ·Act precluded him from compliance with the Subcom-

. mittee's subpoena. . 
. The Subcommittee carefu1lv considered Secretary lhrton's position durllig 
four dayll of. oven hearings. Secretary Morton was 'pre~nt on Septt>mber 22 an_d 
pn N'lvember 11. On October 21 and 22, the Subcommittee beard from three lead
lug constitutional law S"hohirs who diF:cussed Secretary Morton's obligations:' 

The Sullcomniittee'considered alternatives to contempt uroceedings. On Septem
per 22, Congrt>ssman Rinaldo suggested at a Subcommittee hearilll{ that the 

· Subcommittee bring the controversy before the courta by seeking a declaratoey 
judgment. The Chairman aiu~wered tlillt si1ch relief was not possible under t>Xii!t
.illi(Iaw. The Chairman sought, and on ~eptembei 29 received, a meptoranrlqin 
ftom the American Law ~l'ision Qf. tl~e Library of CnnJITess which ciuefully 
analyzed thilt question- and·· oonclu€l"!d 'on the· basis ()f Supreme Conrt calie!' 
lnvolvln$ similar eontrov~rsl~ that the Court would not find it justiciable. On 
another occasion. the Subcommittee cdusideTed in Rll open bearing a compromise 
con"isting of obtaining tbe information with a promise that it would not be made 
public. However, it is the position of a maiority of the Subcommittee that It 

·.would not be responsible for the Subcommittee to make a decision on what to 
··ao with the reports until after it has csrt>fully reviewed them. Fnrther, aUow
'ing the Executive to .tell C'ongress what information it can have or under what 

. conditionS, would (absent a clear waiver of congressional authority) do violence 
to the doctrine of separation at powers and the oath of office. 
. Thus, since July 10, 1915, the Subcommittee has been denied information that 
·u needs tor its investigation. 

' 

' 



J. 

•. 
~. iM 
~3-TORY -lJNO: 

:···: 
1' :, • 

~.''ARAB 'BOYCOTT INVEBTIGA TIOJI 

. Although the Arab trade boyeott has been In t>xlstenee' for at least 20 year&, 
· tts lmpaot has rt>eentb lntP.ns.ifted as the resUlt of lncressed wealth In the Aralr 
world due to petrodollan In large part gained from the pockets of· American 
_consumers. Generally what one country chooses to do with another Is its buslne-, 
· but the problc>m with the Arab boycott is Its apparently unique secondary aspect~~ 
that serve to Impose lf:s p;t"actlces on citizens and businesses In this countq. 

'': -l ., -
~·j._ NATUIU: OF THE BOYCOTT 

The Arab trade boycJtt :against Israel ln effect takes tw~· forms. Fint, Arab 
nations refrain from doing business with Israel. Second; Arab nations requlnr 
other countries to join their boycott as a condition fr.om doing business with 
Arabs. The .secondar;r b(Jycott involves the coercion of U.S.· companies to engag:w. 
tn anti-competitive and_.4!scrlmlnatorypractices, a matter.of central Importance 

· to Congress. :: ' ·. . . . ,· .. i• . ., • • 
American firms are being required ('t) to refrain from doing buSiness With 

Israel, (2) wl~ other American firms who do bmclness with Israel, or (Sf with 
firlQs which have United States cltlzel'IB of the Jewili!h faith as members of theli' 
hoards of directors or w.tJ.b~ntroUhig stock interests. For example, one Arab 
concern required compliance wJth the following statement In .order to do bualnesa: 
.. Arid we solemnly decta;r~,tllllf W.f, or ~h; company,·are not Jewish, nor~nt.roll~ 

. by Jews .... ' ... · ''. t, .. ·:.! :: , .. · .. I; 

Not all of the bofc~~ !!a'n~e8. a~ ~I'S blatant ln' expre~>slng their eth~ dr 
religious blaS;e.B. _llany ;of. the. boycott clau.qes -examined. by the . Subrom~ 
·state: ,._. : • and the 'offr'i!ee :?tl_\~wi$e agrees to co~1ili with the b!>Y!!Ott. ~ · . ;' 

.; 1;!- ~ • i • ' 'f : .: - i ·- . . . < 
: •. 1"trN-'IqutNEB8 OF TBE BO~ciri:T' ,., : ·: ·) '.! :, 

'( ~ • • • I 

. There bave of courae 'f>~·otber multilateral trade boycotts. The Arab Wycott 
ts unique In its secondary al!):e'cts. For~ exampl~· wheti the United States :oor· 
cott.ed Cuba, it did not rMuJre other countries to join the boycott against Cuba 
as a condition for dohlg busl!JeSS in the ·united States. Further, a boycott on the 
basis of rellgio-qs preference 'til· a violation of federal law, raising serious ques-
tions under both antitrust 1\nd civil rlfhts statutes.· .... 

DOMEsTIC LA. w8 A~D THE BOYCOTT 

The boycott Is clearly eontrllrY to American principles of free ~de a:Qd 
freedom from religious discrimination. It also appears violative of antitrtlft 
and other federal hws, law11. wjtjlin the jurisdiction of the Committee ~n Inter-
state and Foreign Commerce: 1 · • : · · · · 

The Federal Trade C',om!llli!sion and Securities Exch~tnge Acts are within the 
jurisdiction of the Interstate 1\nd Foreign Commerce Committee. The FederJ) 

""Trade Commission Act pro~lbit!l "unfair or decep~VJ! llctB or practi~ Jn coJil· 
merce" and ... unfalr methods . M competition." Similarly, the ColQmittee hu 

· jurlsdictlon over the SecurttJes Exchimge Act which provides that any "manipu
lative or deeeptive device fjr rontrlvilnce" relating to the sale ot·seeurlties •• 
unlawful. Under the rPgulat{oD8 of tpe Securities and Excht~nge 9<Jmml~sioll. 
pubHc corporations •re required to .atford stockhol4en ''full 1Usclosure'~ of infor
mation ma~rial to a compaN>'s financial situation; a duty whiCh whlild include 

· disclosure of ·a corpop~tlon's ~srionse to .a boycott requ~ ' . · · · 
l i 

OTHEB ASPECTS OF 8tJBcOJd:MITr£E. INQUDY 

. Tbe Subcommittee has obtained lnformation that SOlJle domestic corpor~tlods 
have lost substantial export business as the result of having been placed oil the 
Arab boycott list. For example_ the RCA Corporat1Qn reports that they did 
about $10 million worth Of expQrt businef'.s annually with Arab co.untries ;prior 
to being placed on the boy~t ':blacklist." RCA ~tates it had every'reason·to 
believe its export sales to the Arab world would rise above the $10 million level 
liowever, since being pla<.'ed · on the boycott list. RCA's busines's with Arab 
countries has dropped to 1e!J8 than $1 million for- a lo!is in sales of at least $9 
million annually. · . • . · · . ·. ' 

In the course of the lnv~tig'iitlon. which began in ·April, the 'Subcommittee 
has come into posseaslon of documents twidencing ~fl'orte by foreign 'firins arid 
American firms to cause other American firms or individuals to ll.gree ttl bqyeott 
f)rovisions .. The Subcommittee.· has also obtained copie!! of offen ~ do· busineSs 
from Arab co.untries that were clrou\ated in tbiq country by the Dep.artm.~it 
ot Commerce despite the ·fact ~Jiat thelle offers had boycott clauses and de~SP~te 
the fact that such a boycotFis .viol "tive of the policy ·expressed. in the: ~xport 
Administration Act (50 U.S.~C . .App. 2402). . .. . ; , . 

On November 26, 1975, Secretary llorton announced that the Commerce Depart
ment wi'll no longer cldrculllte tenders. bids. or offers contaiiilg boycott ~tiel'lts. 
The need for Congress to determine it the Commerce Department is npw fully 
carrying out statutory roollcy opposing trade boycotts remams. 

The Oommerce Department has also, since the Subcommittee's action finding 
Secretary Morton in contempt, retised its regulations to prohibit exporterll from 
taking aetion that has the effect of 'furthering restrictive trade practices which 
diacriminate against United States cttizeus or firms on the basis of race, rolor, 
religion, sex, or national origin. However, the Department has f!liled tp nme~d 

·tts regulations to deal with the mollt prevalent type of dist"!''minatory practice, 
the secondary boycott of American citizens or firms whieh do business with 
the State of Israel or who ·•arl." otherwl~ on the boycott list," Thus. reatralnt 
of trade practices in this eountey whi<:h are contrary to the Congressio11al man4 

• ·date of the Export Administration Act. as well as implied fonps ol anti-semitism, 
will remain untouched by the new regulations. 
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': i. INFORVATJON SUBPENAm 

The lnformatlon NUb~naed from ·secretary Mo·rton a~ report:R about t.be \ 
Arab ti'Ilde bo;vcott a~ainirt: Israel "''hl<'h are filoo by Ame.rlcan firms pursuant 
to the Export Admlnll!traUon Act. These report!! must be filed by an. American 
firm under penalty at law every time It retelves a re<Juest to participate In the 
boy<."'tt. ,!·,. ' • ' 

The SuliCou';mlttee needs this lnform'ltlon In .urder ~ determine whether 
FPderal laws related tQ the Arab boy<."Ott activities are eft'ectlvp aR well aa 
whether new legislation 'Is needl'd. With the Pre!<ldent's· rect'nt announcement 
of chancres In F'PdPral r~i.i'lllatfnnq 11nd t~o<>sible leghllatlon to addrei!S tbp boyCott 
Issue, thP nPPd for this .fliformatlon Is ev~>n mort' critical. For clearlv 4'bere Is 
no W"Y the Am~>rlr·an i\uJ.IIc o .. the U.S. Conorregs <'4n dl'tPrmlnP wh~>ther the
President's new dirP«'tive (made purl'U'lnt to the Export Administration Act) 
Is being complied with 110 long ill! the CommerCP Secretary's assertion of a right' 
to lf~t Congressional access ~htrida. -~ .• :' ., .. 

._ . • ·1· ,._, .;. 
·.;'SECRETARY· MORTON's DEFENBII: 

In deciding not t.o <.'flmr.lv ~:mi th~ Sub<·ommlttee's snb_pOO~ ... Secretary Morton 
cited Section 7(c) of Jhe ExJwJrt Admlnh•tratlon Act aR hl11 reBRon for not 
complvlng with a 11nb~!la ·-J .. snf'd to ~lm by thf Subcom'llittee for the A~b 
bovcott renorts. SP.!'tion·7(c) of the Act, provides: . . . ,. . .. ;. ;, . . 

"No denartment. ~flt-'~. ~r- ~flicta1' f.x4'rc!Ring :any ftjnrf:lon · un'der llih• AM 
sb11ll' nubllsb or ·~IRCln8f}nf!l,T"'iitlon·_optalnPd hPreujuThr ·w:l-fcb 111 deemed N)D· · 
fldentlal or with ref~>rPnce· tn wbl,.h a requ~>st for confidPntlal treatmPnt Is mal}e 
by the perilwlnfUml!lbl:q~ .. suf;b·Jti,fo"'llatio'l. unleo$ the ,belld of Rucll dep11rtmejlt 
f~t:~'::t":. determines that fte ,f'thholdlng ther~f Is ron~~ry to . the, ~~tlonrl 

· Secretarv Morton arrues thflt be would \iolltt~ tbllt Sl'Ction If ht> coinpllecl 
with the ·suhrommlttee•p sulmoena. and he has received an opinion from the' 
Attorney G~eral con~lng his view. . ....... _ . · 

·sUBOOMMITTEFl"S REPLY 
. ' 

However, thl' Snbcomll\lttee has repPatt-dly pointed nnt to Secrt>tarr Morton 
thllt ~~ion 7 (c) does not In aqy way' refer tn tl>e ConKfeQS. and that no reason
ablP Jnterpretlltfon Of tbqt ~~lt>n ('OI]ld "Upport thl' posftfon f}lat Congress by 
Implication bBd IIUrrenderecJ Its legislative and OVPN<ight anthorlty Ul"der Artlcleii 
of the Constitution. It ConrrreAA were to. l'Urrt>nder lto:i powers In a stahite. It 
~ould have to do 110 e,.preso;lv.and not. ·R!I Senr<>tary Morton argues, hy l~xmlic(. 
tion or silence. The Subcomnittt~ bas re.-eh'l'd the '()pinilJnq of foufconstltutlona) 

·taw scholars who say that th~ Secretary's view Is legally untenable.. · · · · '·. '· '; r . 
. f, I: . . . ' . ; ' 

IMPLIOATIONil QF BJ!;CRETARY MORTON'S NONCOHPLIAIIIcJ: 

If Se<:retarv Morton's 'ar~n1ment for not comnlylp.li with a :valid Clongresslon!ll 
sulrooena is allowed to r~>maln unchallPiiged. It will establish· a danl!:erous prece
dent which ~ould be more jlerntctouR t)lan the d<i<'trlne of exectittve lli'ivllege. 
According to a re<.-ent Vbrary flf C'nnl!l"e'!R renort,Hf St'cretary Morton'~r theory 
is adoptl'd. Consn-e~~s mqv llf' P.reclm'hti\ 'from llcCel!!l to information romolled 
purRnant to more t"an a hund-red Rtatnte .. <>~milar. to th~> statute clt~>d by Sect~ 
tary Morton. These statutet~lippb to 11 !'Sbin~>t denartments 11'nd st least i4 otlier 
agencies. lnvolvinll' a wide si>e<'trum of fllltll. TJ->e Congressional powers of over-
sight and im-estlp-atlons w~uld be rerlrlnsly crippled. · ' · · 

OONGRESSIONAL P~H~ERS OF OVF..RSIGHT AND INVESTIGATIONS , . 

C'.ongrel'lS ha<~ a dut:v to ascprtaln wh<>ther laws are helng enforcl'd ~ioreclt 
considers amePdin~t those laws "r l'nactiru!' new lawll. This power. havlrig ante
cedent"! in th<> hi!rtor:V of the B.-ltis}l Pa'rJiqmP.nt. has l-n unheld by the Vrilted 
Sta.te~ Su)lrem~> (';Ourt from 1791 to lM'o. The O•urt hils stated: · 

"The power of the C'.onsn-Pfls to C'ondu"'f lnYestigfltion!l 111 Inherent ln thl' ll'gi9-
latlve proct-AA. That nower is hroad. lt enc>onJpas<>f'S Inquiries !'ODrerninK Uie 
admlnl!•tration of t-xjstin~ law~ as welf_all nropoo;;ecl or 1Vl'O!!ihly needed Rtatut~. 
It inCludes survevs of defects In our social. ~>ronomic. or noHtif'lll pvstf>m 'for tbe 
purooqe of enahling the ('fln~ to re11\pdy thl'ni .. It l'omnrebt-.ndll probt-'8 l~to 
departmPntq of th<> F<>d~>'""l . Gm·ernlnPnt to t-'\}OPe rorruption; fn~>flicten~y ·or 
waste." Watkins v. Uni-ted Bt(lte&,334 U.S.178,187 (1957). · 

OONGB.EBSION~ POWER TO ISSUE· SUBPOENAS 

To overseP the administration of federal laws fUid to investi~te matters 
?:bleb may need legislation. C-ongn>ss bas the power to use compulsory process; 

, I.e., Issue subpoenas for documents, comoel testimony l except when It would 
be selt-incriminatlne:). and have su<'h testim'lny pro'lidE>d pursuant to laws· 
providing for prosecution of verjury. The rationale for ('ompulsory prQCess is 

·summarized by the Supreme Court In McGrain v. Daugh-terg, Z18 U.S. 135, 115 
(1927) : . . -

"E'I:perlence has taught tbat mE>re requests for lnfonnatlon often 11re un
availing, and also that infonnation which Is volunteered Is not always accurate 
or complete; so some means of compulsion are essential to obtain what 18' 
needed ••• " 

I 
.. J 
. I 

I 
r 

II 



r 

I I 

r 

/ 

.'SS~tORY -LJNO , f.M 
t~•J_. ' . .-:·.~ ... 
·!·:;t~ t * •· ••. 

~;'~REBSIONAL CONTEMPT POWERS~·:~'. 

The ~upreme Court~iiu upheld Congressional Co~tetn'pt powers .becauB!J: 
. "Here, we are concerned,. not with an extension of Congressional privilege, bat 

with vindication of esta't#Usbed and essential privilege of requiring the produc. 
· tlon of evidence. For th~ii·purpose, the power to punish for ·contempt Is ·an ap-
: proprlaba means." Jurn1'!'; ~aoCrack~ ~9 U.S. ~49,159 ~~~). 

~ • • C ·~:-•.,DI8cto8Uli.IC 01' DOOUIIENTII ,:_.;~ 
~~;,.... . . ; ~·-'! . 

It IIi Impossible to ~l!:e a wise decision concerning the ·Issue of whether 01' 
not to release the rePQqa to third parties until after thi' Subcommittee bas 
recef ved the reports ana: examined them carefully. The Subcommittee baa not 

' made any decision to ,release -or not releue the subpoet~'led documents. AJ!. 
cordingl.t, it would not ~ responsible, Chairman Mo!J8 bas said, for the Sub-
committee to agree to a 1cond.Itlon Imposed by the Secretary without stud;yl~ 
the documents.. :;·:.. · · · ' .· 

The Subcommittee has :obtained by subpoena thousands of documents con. 
~rnlng natural gas producer reporting practlces-doeume~;~ts of a blghly. sensi
tive nature. None hils lleen disclosed. No Subcommittee subpPenaed document 
has ev!'lr been lmproper2:'!Jl{~c}~~ . . . . . ' . . ·.; .. ·.. . . ' . ' 

. . ;HI' , ...... , . 
· . . ' ••i~ '$i:PwTIQ"' 01' POWEBS . · . 

'"* ~;.~. .... :,~.: ·:., "~ . • • ... ·1~" . . ~ 
The· Supreme Court ~n ':M~i 'i)t th~ year· said that· COngressio~al .l~vf!stlca-

Uons, once s. bown to ~~R. me l!. p. h~re Qf legislatlop, "shall IjOt lle. questloped 'til 
' any other plll~" (Etlfl'f.if'4 )'. rJnftetJ 8fate6 ·senn~fffl.'l f'vttf!, 421 JJ.If: ~9).. 
·.501..) '.l'b.A QOu~ said' t~lll1; JP.e:OQnsUtutlon'a S~h .. o.- Deba~ Clause ia an 
' absolute bar·~ lnterf.~Jj\ft~~.·· .Tb .. ·e .ratl.qnale for thft.: ~ .deClsio. n. 111. toot~. JD tqe 
· n. otlQn of a seJ)Rration of:·Jl:O\Vers. Allt'a ·'Federal <--outf (In Fiilder v. 'Mcfl4rl~~· 

!!~~~:e':ft 643. (~.~-N~~~Jf~ 21: !·2d 164{~ ~~r. l~).,(P(. ~~m)~ 
·"It Is entirely clear •. t· ~ tbat· neither thla nor anJ other court m!lY prescribe 

. the subjects of Congressfonftl Jnvestiglltion. Wt>.r~ a eiiurt P!Jlpowert'd ·tO 'Uni!t;· 
in advance the subjects M qqp~ressfollal investhratlo~s; violence }VOUl~ b1! do~e" 
:: !:X.:n(!~l~a~ ser.ar,n ~0: pmVe~ upon wh~cb ~p.r entire P1~tl~l *P'~f .. 

• ·. ' ·. • tj·' •• • • . • 
"[T]be.leglslature ('.&nnot J!f compell~ to submlt to the pqor approv~ artd 

. censorship of the judicltlf.Y llefore It may ask qut>stfops or inspeqt doc-qmenta 
· through Its investigating J;ubcommftte~s, or evep betore It enacts legislation. 

•• ~ " (at 650). , ·· . · ·. · , ' , · ;. · .:: '· .. · · 
luSt as the judi-1ar;y Is ~mill from tmpedtng dulf anthorized. CoDi'resslm·~·l 

Inquiries, eo is the E:xeeuttye bafJ"'d from doing the sap1e. for A~le1e, I clellrl7 
vests t~e powers of legislatlop. 'and ~llited iuvestld.lJons, 'In ·thf)· C.on~ss:. 

3. Posts would be lnstrllrtoq to rt>~~I'Ii to the originator any .1\lrt~tioii 'cm.l· 
tainlng an.r wordin~t lnlPlllil'l' ·Tilclal.or .fellglous ·dl(!cjimlnatio!l wtt4· the me. 
uge that such lnvltatlolis·would not lle accepted ~Y :~e· ~· !liid "fputd not 
be publicized l>:v the Depaft~ent llf Commerce. · · . . l · • · . • · · • ' , ' ' . • · 

The lf>sue was raised JJgahi ln J'anuii.g, 1964. ·Commerce pro1lQI!e(t.'fhe.sa~e 
procedure,· but fll&o propose<l tq attaC.b.a brief statement of U.fil. w1ley Oll the
boycott to each set f)f Sllf'!Cfflca'f:lons having boyct\tt clauses sent to u.~.- fi~ 
State at that time was opW,se(l to attacl:\in~ the E:tab:>me~~ ; ·. 'i . · ·., · 1, 1 

Apparently the iSBUe was ~fh:itilly ft"Srilved shortly !lftor paSSR~ rif. tbe anti· 
'bovcott amendment 'n 19!'5.· f.,ettera from the Dt~tpr. NPflr East·So!,ltb ~ 
Division, to Cairo and Beltdt ht·December 1965 statA!cl thP. above p~ure ,.s 
being in eft'ect ctmt without therequlmment that Embas<dP.I! flag bo;vcott ci~u'iles~. 

".:Also jn that .time frame a statement of U.S. pollf!Y wa~ "ieveloptid and 'Printed 
to accompany specifieatiotis.8eQt to reQ!Jel'Wrs. !We a~>not knorv ·h~ :iong 'tbe 
statement remained in use buj .. annarfl~t]~.it fell by th~ wav!llde lioJ;i!ewtteTe. W'e 
havP. c.heekPd with BDC and MEPD, w1U<"h forward 'sf!eciflcatlont:f on bid oppbr· 
tunit\eS. and they have no:rtit'!erit metnorY of such' a s}:atemf!nt liein'g 11lred. ·~e 
same applies for CAGNE!' Tbis:ie proh'!blv not 8Ji iR .. lle wl!ere th"\' TOPS PW
gram Is concerned. Rinee th~ t~le!P'anh.l~> trade ooprirtupity forptllt ~ouid !Wt 
contaJn boycott references· anij 'since TOPS sendlkbill ~pecificati~s tb:EDC or 
lfFlPD for.bandlinc:. · · ·:, i , {, ;; ; :. ::. : ·· : ,·. · ' · · 

' The !Bsue is with us ataii( ~~ a-ppea:t'IJ.. The Fcdn~niJt> Minfste,. of the Israeli 
Embassy, Ze'ev Sher, ralaod .it :at a meetine: on Aue:Ul¢.'1 with Qeppty ASI!ista-:'t 
Secrotary of State for NE-4.$.\d~ev Sober. Sher Prt:sented Sober 'tflth.l\ ~P1 of,a, 
set of specifications for .ail 'lTaqi ho~~ng proje<*. eonh•inine: 1\ lj:lr,ycott clause 
which .hl\d been sent to a 'U.Sdirm. ll'tom the hriet deserlpiton w~ ~t. we a~ 
reasonably ·certnln t.hat the ~;pecitl<'ations we--e providt'(l by CAGlfl!l. We do not • 
feel any vulnerability aboUt tbfli, .slnce'it lB fn a~rd'with piUlt policy and ill a 
reas:>nable respom;e t"' the l<>irltlmate nrds of the business comQlun•t:r. ~ever
theless, Sher mad .. an i11sue of wbeth~rit was approprl~tte for a U.S.'Goyeri!Jllent 
agency to lK> disseminating boycott lnfnrmatlon. ·. . , 

Perha]JSit would be useful to bavt> another re-tew witbin the Department, anti 
then with State, and a ref!tatpment of policy on th~ handling of tradP. opportunltiett 
from Arab countries contalnlnf boycott Clauses. There are essentiallf two issuetr' 
'in such a review: : .' · . . · ' · ': ' ; ·. : ' 

1. Is the policy of making norirefe~nce to boycott Jl!Qulrements ·in ihe ilrltlal 
dissemination of the trade opportunity, j:lut providing the full details to a firm 
requesting speclflcations, an· appropriate one? CAGNE;beUevee that u· is, since 
there is no U.S. lel!'al prohibition on a firm compl;ylng with boycott requests.·· 

2. Should we review the practice of attachintt a statement of U.S. boycott 'podey 
when r>eelfl.~tlon"- cont .. inlncc boyoott references are made available to ·firma 
requesting them? CAGNE believes· that from a poUcy standpoint, 11ucb a state
ment might be a useful dertce. for .helping to defuse the current situation. 

\. 
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In advtlllng State on· .August 11 that we were conthiu1ng with the pollc.r llf 
etrect since 1965 pendfngoa.posslble pollcy review and restatkfuent, I learned that ·, 
State !s rather serfou~ dlstui'bed by the impllcatlons ot' ~he U.S. ~vernment · 

ftlssemfnatlng any doc~ents containlng·bo.rcott requests In view of the con· 
slderatlon being given bi'Oongress to more restrictive leglslatlon against the boy· 
eott. .At least the reglomi!,'atralrs ~pte In NEA ·appear to be: developing the con
elusion that sueb action ~_lnco!l8lstent with the U.S. policy of opposition. It seemB 
Ukely that State may P~li\8 for soine change In our practlce.(e.g., the deletion of 
the boyeott clause from ·~tftcatlons gl>en to business firms) as a further etrort 
to head ott' damaging le-g'Jslation; . · • ... 

The above suggests 'tb*t e-arly attention to the issue 1s desirable. l belleve that 
· ft would bo appropriate ito l'onvene the Department's boycott Task Force to de-
,. velop a Department,al _position and try to get .an agreeme11t w_lth State In the_ 
\event that the lssu:l\ $boullf.rome up In· the conte~t of the' general review· of pollc7 
.~ptlons now gomg on'm the Whl~ House. 

... 

.}f~j~~:~ :~ -~ . ·: ., . 
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APPENDIXB 

. :. .. THE SECRET AllY OF CoMMEIICIC, 

. ··; 1· Waahinqfon, D.O. DecemberS, 1915~ 
Hon.1PHN E. Moss, : ':. . ~ ·, . ··~ : • . 

· t'hairman.,. Btiboommittee O'J Overrig1t.t. and Invedigatloa;: Committee on Inter..
. atatt: and Foreign trO:!n~ce. ·n~e ot Repres~tati'064, Washing~. p.Q. 
. Dli:AB Mll.. CHAIRMAN f I 'refef to yo-qr lette.r ot Nove~n'ber 26, 1976, and sub
sequent discussions wherein you ~ta-ted'that the Subcommittee's handling of th,.. 
reportS \VhlcJ.l !ire the subJ~ of your Subcommittee's f~qbpoena would be nothh:ig
less ~han Fe8ponsibltt. 1 l\ppreciate ;vour.~J,ssnranqt pt tlili!·lact fllid belljjye·thllt 

. your assurance otl'ers a possi~le UJeans ~f ~Iring '!:.h,¥J iJJsP.n~ ~ . > .' . . ; ·• . , ·! 
. f I will deliver the repr.~rf:S ~ qu~tloll' to t.he S'Q~IP.mltte prompttr UJK?D l'ft.

ceipt•ot fOUr assurance ',that· the SubcOmmittee wtU ·talr.e adequate i:neasures.:t& 
fnsure that tbe can1ldentiaUty·'ot the materials will ·be'-ilafeguarl}ed. ' \ . · 
· . 1UncereJ;y • . ·. . . , ';. ·· ·. .. I ·. ,. · '. 

' ' .. ': · '\. ~ ;' · ':; ROGERS C. B. MORTON. 

Bon. ROGERS C. B. MORTON, 
"Becreta,r11 of Commerce, 
. Wa.!Mnqton, D.O. 

~··lift~ • 
CONGREss oF THE UNITED Su.TEB, . 

, HOUSE OF REPRESENT A~ 
Wa.!hlnqton, D.O., Decem..ber8, 1915 •. 

DEAR MB. SECRETARY: I have received your letter of DeCember 8,1975, and no~ 
your co~tinued reservations concerning the confidential handling of the materialiJ 
which are the subject of our subpoena of July 28, 1975; · · · 
Becan~ of the duty that you feel •s h~posed upon 70u by Section ·'l(c) of the 

·Export Administration. Act, the ruateriala w1ll b~ received in executive sessldn 
·and the Committee's handltng of the materials will be tully responslbie a!l<J wtlllle' 
tn consonance with their aBSerte(l confidentiallt;v, · · · 

Sincerely, · · 
.. · · · JoliN E. Moss, Ohai.rma-. · · 

Overiig1t.t aa4 ln'!>e.t'!Pa,tions ilt+bCQttlnjlttee • . 
;;.. " 

CoNGRESS OF THE UNITED STATES, 
· HousE OF·REPaESENTATIVE6, 

Washington, D.O. · 
.. 1 

'BEBOLVTION oF THE SuBOOKHI'.I'TEE o.N .OvERstGHT ANn JNVESTIGAT.fONs or THE 
0oMMrrTEE ON lNTEBBTATE AND FOREIGN CoMMEBCJ! 

, . . . I , .•. 

Resolved, Tha~ pursuant to Rule XI(k), the ·Comtrllttee determines tltat tb!l 
-testimony ;equi~ed by subpoena .duces tecum from the. Sec;retary of Col}lruerce falls 
within the purview of this Section of the Rules and atitjhnrizes the acceptance·~Y 
the Chairman of the subpoenaed documents as though received ln executive B8!J-

. .lion, and he ltfux<tber · . . · ; · · · '· 
Re.toZve4, That the documents will remain subject to RUle XI (k)'.. 
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. ': ',:;:( . .!uousr ti, 1971S. 
}deruoraudum tor: Richard E. Huil, .!s~lshlnt General CoungpljDIB.!. 
From: Peter B. Hale, 'Dlrector, CQl'llinerce Action Group for .tthe Near East/. 

·• CAGNE. ... , ' · · ... · . 
Subject: Department' pdllcy on dissemination of trade op~rtunitles contain!~ 

references to Arab bo,y<.'l>tt rtiJiuirement& · · · . . 
· A question has arl~;.lls ~o the 1\pproprlateness (and legality) of 'tlle t:f.~. 
Government disseminatii.lg t? U.S. tlrros bid fnv{tatlon1 ,troro Arab eo-qntrles 
whwh contpin reference.l! to ttie AJ:11b b.oycott of Israel.: · · : · ·; , , l . 
. . The issue of CommeJ:~~uussemfnaflon ·or trade opportu::tlflf!s and ·bid $peclfi<$. 

tions containing boyco~i(eferel}ees epnsiderably pre-date!i Pa-ssage ot the anti~ 
buyc<>tt a;'Dend,m~nt to t~l~ E,:r:port Control Act in J~, rn 1i!61, Commerce &.:b\i 
State amved ll~ a common .position ~n fhe issue, put State's Con!P'es~onal 'Rel!i· 
tions people killed it b~~~ll'it '!Vent j.nto. e1reet out of-C<'ncefll ~t it .pli;bt ~
danger ~ssag~ of tlle :tnut_ r: b~!L Tb~ lie:r elementa 'of that position werv:' ' ri• 

1. Posta w.ould contlnM· .f94'orward t9_,.Commerce trade opportunities :or bl~ th
vltation9 loonta.inlng boycott refereneell, bnt the'. bo,ycott . reference: W"opld 1>e 
specificallf tlagge:lln the tra~w.(sslon;! .. . ~~ ·: ; ;·· · . ' .: .• ·: · ·: ' • 

2. Cornmeree would publlslf 8tt~h oj·portunltles ln 1nt$-natlonal·eomme~ but 
With DO rj'fe)."ence tit t}lis po'fnflo tlje.boycott requirement. Jt was nOt ·d~m~ 
proper to deny u:s. exporters acceES'tO:trade oppqrtU}lities JilerfJf'beCfi,use t~jl)' 
h11d such a clause. . · : · · · .. _.,, • · ·· · · · •· · '· 

When U.S. firms asked for bid speclfl~tions or 'ot}le/informatioh' as tbe'·~sult 
of publication of the opportp~t:Y, Commerce would supply tlie COUlp~ete lntotma~ 
tion, including the boycott re~erenee . .!gain, the 'ndfopale was tbat we·:would 
not properly serve the 'intereiJtil pf U;S. business llf denying It tlle complete COD· 
ditions 9f the bid invltatiQQ.;~·. , ' , . ' . · · !:· .... · · . : · · ·_ ·. !' · 

. 3 .. Posts would be instrqeted to retutn to the originator ·any invf~f;ion con· 
taining any wording bilplYlPJ facial or reUglous discri.lnlpaton :with thj.! .Peas~u:e 
that such ·nvitations would not be as:cepted by the Post an<J would not be 'pjlb-
lici~ by the Dep.arQn.ent: ot Commerce. ' · · · . . . ' · · . · 

The. f&Sue was mised fl~ip Jn J>~~.putiry, 1964.· Colljmerce 'proposed-~ sa~U~. 
procedure, :but also proposed' U) atta(lh ;~ brief EJ!:atf'~~nt of U.S. poUcy on ~ 
'boycott to each set <Jf speclflelltions having boycott clp.nselii. senf to U;$.: 1j.I'IQiJ. 
State at that thpe was opposea ~o atta<!hfng the steJemeUt. . i · ·. · ••. - ; ! 

Apparenly .the issue was '1lqa'Uy .resolved sbort11, ;after Da.ssage .of tile an~~ 
boyeott amendment ln 1961i;·~tters ,frpro the Dh:wtor. Near East-Soulth 'Ai:dll 
Divis! oil; to Cairo and Betrnt· in December 1965: state4 thP. abQve prOcedllre. iJ,8 

· being In effect (but without tbe requirement that FlJllbassies ftag boycott clti:tisea)'. 
Also in that time frame a statement 6f llS. policy .. was 'devt>'"lped and piint.ed tO 
accompany specifications ~nf to requesters. We do ni:tt know I:Oli long the sta~ 
ment rem~\ned in use but apparently it fEU by the wayside soroewljere: .W-.q bJ!.ve 
checked with BDC arid MEPP, \Yhicb forward speCifications on I>Ul opJi9rt~nt«~s. 
and they have bo recent memory of sbcb 11. statement·belng used. Tbe ta~ applies 

. for CAGNE. Tbis is probably· not an issue where the T~J:"S Program is concern~, 
sin<.-e the telegraphic trade. bpportunity.·format would .not eon~ain boyootf ~~ef

·erences and since TOPS sends bid si>eeliications to BDC or MEl'D for bandllJlg. 
The issue i!lwith us aga1n, iU1pjJear:s. The Econotnic ~inister of tli~ 'lt+r.liell 

Embassy, Ze'ev Sher, raisl'd'lt at a m!'(!tinl!: on A,~gust 7 with DPputy' A,asistant 
Secretary <If State for NEA Sidney Sober. Sber pieaent!:!d Sober wltll' a eoll;v,¢··~ 
set of specifications for an .,Ir.,qi housing project·containlpg a b'Qycott claj:ISe 
which bad been sent to a .. U...S .. firm. From the .brlt'f d~scription, "'e ~ot,' we l!-l'e 
reasonably certain that the spe<:ifications were providw by CA(}NP}. ,'We do ~ot 
feel any vulnerability abOut this, since-it is in a~ord :ivith past policy, aJld iB. a 
reasonable response to tbe legltlma.tt p~s ot the buJliness community: Neverthe
less, Sber made an issue•ot whether tt ,was appropriate for a p.f; .. QQvemtnp?It 
agency to be disseminatin~ bOycott itiformation. . -·~ · · : · i • : - , . , : 

Perhaps it would be 11.eeful.to have another r~view ,wlthm the Depaftrhetlt 
and then with State, and a. restatement of policy on th~ handling of trade ojJpor

: €unities from Arab countries oontairiing boycott 'clauees. Ther~ 8.re ~(;ially 
two issrles in such a review : ' ·. . i · ' · : . , 

· '1. Is the policy of making nonreferenee to boycott requirements in tbe blitilll 
dissemination of the trade opportunity, but providing the full detalls to a. firm 
requesting Fpeclficatlons, an appropriate ('De? C.AGNE believes that it Is. since 
there is no ·u.s. lega1 prohibition on a firm complying with boycott ~uesta .. 

2. Should we review the practice of attaching a state~ent of U.S. boycott policy 
when specifications containing boycott references are made available'to firms re
questing them? CAGNE believes thnt from a policy' .standpoint, sueb a state
ment might be a useful device 'for helping to defusP th!.! current situati.Qn. ~ . • 

In advising State on Augut n that we were continuing with the policy ill effect 
sinee 1900 pendlng a possible rolic1 review and restatement, I learned t;ba~ Smte 
is rather seriously disturbed l•y the implications of the U.S. QQvernment dissemi

nating any documents containing boycOtt-requests In view of the consideration 
being given in Congress to more restrictive legislation against the boycott. At 
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;feast th~ teglonal affatrfpeople In NEA appear to be developing the conelusloo 
· tbBt such at!tlon Is lneolisistent with tbe U.S. policy of opposition. If seems UkelT 

tb8.t Sttite ~1 preBB tor some change In our practlee (e.g., the deletion of the 
;'boycott elatll!e from spedfleatlons given to business firms)· -its a further effort to 

: · head,',91f dflmaging legislation. · .· . . · .':.-. · 
~~ The aMve suggests that earl7 attention to the Issue is des~rable. I believe thtJ,t 
'': 1t would be approprklw>to convene thf Depe.rtment~s boycott Task Force to 

•\ .· ·.develop a Departmentalj)ositlon and try to get an agreement with State 1n the 
'lev~nt that the Issue should come up In f;be context of the g;eneral renew of pol"GJ' 
.' &ptlons now golnr on In~ White House. · •···' . . ' · 
.:! ."J: " - . . •. .:, -
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APPE~DIX D 
~J1~ 
~-~,- THE LIBRABY OF CoNGRESS, 
J~~:. CoNGRESSIONAL R&s_iA.ac:a: SEB.VICJ:, . 
""ii• . Washington, D.O. 

SuMliABT oF DoLLAR V:Ai.\ncs ov TRANBAL'TIONS REPORT~: To THE DEPAB.TMENi 
OF CoMMERCE UNDEB .. 5.f} U.§,f". 2032.4 (d) {THE ExPORT_ .ADMINISTRATION Am 
RESTRICTIVE TRADE Pli.ACTICES REPORTING REQUIRE),{ENT)· • ' . •, 1~~~: .. !-.:·. :_ ".:~ ~ :,!; .. . -~ .. ·- ··~ _,~·. • •.! :.:. ;, : 

(By Daniel Melnlck,a"'d Jl,o;yce Crocker, Analysts, Government Division, · ' 
· dF Y.~·:Au~;Urrt •· 1976) · . ,.1 . ·; . . 

• The following consti{~~s !l. liu_· min~~- o( tbe doitar_ values of ~ra~actlo~s ~ / 
j)orted to tbe Departm~~t:Of Commerce b)' exporters ali haVing invo'ved_rE~Questa 
for restrictive trade p~Mtws dunn~ tbe period Janual')' 1,1~74 .to Pecemper at. 
~915. Qopies o{ the repor1;:fo~~ were obtained b;v tbe Subcomrqlttl*! under sub-
Jl()l!na for tbe lleriocl 1, 1~14 to DeceiJlber 6, 1975 from the Depart;.. 

. ment of Com~J1e~. S .. , tbe.i1~artment ()f pommerce '88llt ~e report 
forms foHJlf! :Period ot:_ ~ e<;~;m'tter 1$. 'l~15 to Deceq1~r 81. 1975 to tbe ~ubcol!l
bl!ttee withoufneed of a ~U:~~ll· The, r.eport forms were aua1yzt!!i and tabolate,d 
by tbe Subcommittee staft', a'!i-1~ o.nalysls assume~ thllt t~e file of report' forms · 
f!llppUed by tbe Departmt!.lit~P~ Comm~ree and pt~sed by tbe_ · 8"Ql.tcomJPit~i!e' 
contains aU of the reporb. 1lled and tb~t there were i!H duplicates. The S!lbco~
inlttee ptillzed nilmsrouj:-procedure~; trr ellminafej'ltipUcates and insure tbe cqr. 
rect codlnJ of tbe reports. ·. ' · · · ...... · .. · · 

~See Appendix B for f descrtptillll of the ~~rt~catlon prll!'edure1 used. . 

The Department of Commertte submitted tbese reports tn 'two groups (1) re
ports filed wltb the Departutent 'of Commerce in the wriod January 1, ;1974 to 
December 5, 1975-hereaft¢r· c~lled period one-were submitted to the Suf>co~
mittC':! In December: (2) fftports flled,wit)l the Dt>parttqPnt of Commerce during 
tbe period December 5. l97ll ~lld De~mber 81, 1975.-:-hereafter call~ ·period 
two--were submitted to ~e ~ubcommlttet In FebruaJ7. ' : · . • .' ; 

The reports filed during p~rjqJl two were filed purl!uant tO tbe revised regut.
tlons whicb took eft'ect: on:~eeqlber•t:-~9715. Conesqueiltly, tb!:tle f(trmll werefil~ 
by "service organilllltio.n~"1;clud1rig.Ji!lnks, freight';fprwar!fers and ihsura~ce · 
companies, as well as ftXJWrt'!rs. Furtbetmore, the volJlHle of repqrts.fil~ ln 'that 
period (a total of approxhiuttely l4,0Q() documentir)•·made tbe Subco}i:U.Dittee'.s 
tabulation of every reporf. lttipJ!,ctlcill.• :!• · . '. · .·. · ·: ·: · · · 

In response to a request 'fl:om. thiH~~mmtttee, q.p Congre!$slonal ~earch 
Service devised a probahUfty eampllng scheme for tbe·:Use of the Suqcommittee 
staff which wou•d allow -accUrate ~\;tiniation of the correct dollar l!:~otip.ts rep. 
resented by various classes qf re'portl(tilM· by exporterS. Dr. Benjatirln'Tei>P\nir 
(retil'f'd chiPf f'f the U.S. Burea:n of the"f'<f>nsus Re~rcb Center for M:~asui'emell't 

, Methods) advised CRS and th~ BuliCQlnhiittee on ihe--Currect estb:Datidn'm£itb6jls 
to use for calculating ~e dollar values: based on tbe:""Jllple drawn. · ; ' . . :, 

For tbe purposes of tbls anaJysJ.g,-· the period two forms were procesl.led in 'tbe-
:follriwing- wa1 : : .. : ~· · · · . , · · . · · · . · ; 

The forms were sorted.lrito three categories; (a) Those whlcll were·uot filj!d 
by exporters .(these were notincluded in the analySis); (b) those whicb bad en-
1:ries valued at $50,000 or greater (all. o;t these entrieB were tabulated) ; arid (C) 
those which bad entrieB vahl~.atll~as tban $50,000 {a probability SB.Jllple:of 
theseentrleswasdrawn.)!.r .· .·· ·. ,· · · ·. · ." ', ,. 

1 See AppendiX A for a descrtpftonof tJle 'a!Jlpllng and estimation technlque, used. . 

Tbls procedure result~d in:· dollar val!Jes for three. gtoups of report$ filS~~ liy 
exporters: ..). · . ; ' · ·' ' : · ; 

1. Dollar values of th~ · r~rts :fil~ prtor to Peeember n, 1976; tl:te8e villtfes 
are based •on a total tabulatlOJ1·perf6r~ed by the Su~mmlttee s~f!;•· · · 

• ..., . • See AppendiX B for a description of the . procedure used to tni.Dstl!r ~ls data Into 
. ! machine readable form and the venfieatlo!! procedures used J~ this Proce!'ll. · ' 

.. ,· 2 .. Dollar values of tbose ~ports '!(submitted afte~ December 5, 1975) with 
'i ,entries valued at $50,000 or over; these values are based on a total talmlatton 

perfor.med by staft' of tbe Subcommittee. • · . i · • 

• Entries valued at $50,000 or morto wlltch were contained ln multiple en ttY forms where 
!lome entries were valued at less than '50,000 were Included ln tbls categot)". 

B.. Estlmatei:l dollar values of tbose reports wltb eqtries valued at less than 
$50,000; these values are based on a prQbabUlty sample of tbe entries valued at 
less -tban $30,000. The sall1ple was selected by tbe Su!Jcommlttee 'according to 
a sampUng design constructed by tbe cOngressional Research Service. · 

' . 
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i . :, BU:VKA.ltT OF DOLI...U VALU& I - . I, . . . . . •i' . . 
·~ An examination of the l'Eisults (as detailed ln Tabie I) Indicates the following; 

All entrieS In our tbr~ groups of reports were valued at a total df over $4.1 
· bUUon..· i ~~.. . . . • . 

Of these, entries re~itlng transactions pursuant to a sales document w~J:Er 
. -valued at $US bllUon. !, ... ;' . . •• ·• ; ~ . I . r .• 

Transactions in whlch;ti'ade 'opportunities were reported were valued at over. 
$2.4 billion.. ' I .:t~ · • .. · . . · · , 'l . . . 

A. total Of over $t.B;'bllllon worth of transactions re.(lOrted ln the period 
December ti, 1975 to Decymber 31, ~975 were reported as having "complied" wltb 
the request for a restiicl*"e trad~ practlee. compared with onl;r $764 mlllio:J;l 
worth of transatrHons ~,POrted as having "complied" In the period Januar;r ],;. 
1974 to D~mber 5, 1915". This di1ference is likely due to the fact that the regu. 
lations were changed on October 1, 197ft to make reporting of compliance manda· 
tor;r. In the period before December 5, 1975, $1.9 billion worth of transactions 
were reported without ~dlc~tl~n of \'X~l~th~r the firm would comply with the 
request. · ..... ,,,._. •. · . : , .• ~ ; I :·.· . : 

In the. period prior t9)>eke~pbei.6', 1~5 ·over 352 mliUon doll~rs worth· of 
sales transactions Wj!re,reportef). to have involved compliance with the request· 

, for a restrictive trade pr~ct!ce~; COli! Ill~ with over 61J8 ml~lion dollars· wprth 
..of S!lles tran~actlons w.bich were re~rted in ~oll!pllance with the requesu, ·IIJ 
'the period after D~mb~t!:i, :Wt5. ·i;''•' · , ; .. ,: ., · · . , . : 

It Fpr bo~b peri~ one !lD~ t~o1 47.i ~rcent of the totW dollars esfimat~d wer.e. 
'; ~ported for ~ran'S'flctlons w~i'e expor!'&tt~lndicatel\ they were "complyin~~· witll 

requ1!9ts ·tot restrictive 'Jt'lltfe. practiill!!!o ','for the lnd.Jviti.ual periods, the . .Jiel"Cellt· 
age of the tot:: I dol!ar e~ft1Illl,':~ ln'l'o!Vil:lg .t:-ansacflons '"!:t£re exporter, ;rep:irtl;ld 

· '!colJ4ply1ri(l with reqp~ f~:i:.res~rl<rt:bre'tra4e were tbe ft!-qowinJ: (;l)lferi~ 
-one (Jaqnary 1, 1974 to December• fi, '1975): 27.8 })f!rcent of the .tota~ 11.ql'4ll" 
-value estimated for that'Pl!ril]d:tirvolv~ tr~sacUons.wpere ."compliance" wll4 
· reported, "il!i (2) PeriocJ; ~o · f:Pece!Jlber 5, 1915 fo l;)ctember 31, 1975) : .11..~ 
. percent of!the total ~ollflr estimateslfQi"'t~is peri~ InVolved transactions wh~ 
-"compllance"·was'reported. ~- · • . ·.• . ·- . . , · ~-· 

• ( ; - • t • : I • ~". . • * .:;-

:·· 

) 

,· 

.. 

I 

;, 



eatqory of transaction 

TotaL ..................... ---~---

. Sales transactions .......................... . 
Trade opportunities •••••••••• -·-··---~-~---
Unreported type .......................... ~ 

Reported compliance with request: 
Dld11!!t comp11----·- •••••••••••••••••• 

: Rt~d complylftl •••••• ~ ••••••••••••• 
·.Undecided •••••••••••••••••••••••••••• 

' IIO IIJponst ••••••••• · ••••••••••••••• ..:.. 

TABLE I,...SUMMAIIY OF OOLLAR VALUES OF 'REPORTED. TiiAHSACtiOid 

lin thousands} 

fot"trinHCtlons·leuthan $50;000e~mattcl value from 
... period 2 

Dollar values Pen:ant of 
ffem "mplta dollar ntun 

.sampling Sampling 
error In error in 

· dollln • doUant 

20,375 '100 794 ·1,588 

··18, 844 92.5 
556 2.7 

767. .1.533 
169 . :. 5311 

964 . '4. 7 168 .336 

. .oog 3.0 264 527 
t6,636 ·-11.6 

240 1.2 
'739 ·1·(78 

· uo· '222 
2,891 14.1 347 : 695 

140,234 29,'406 ~. ·170, 249 - -:--169,722 
1;378,879 . '164!145.;:.~ 2:150,260: ~158, 782 
.132; 668 ' .• '·21, 837 . ,, 160,845 J4. . 160,623 
135.229 . .. 1, 926; 156'. . .z. 064, 276 ' 2, 063. 581 

170, n& . 168.929 
2,161, 738 2.156,56& 

161,067 ------
2, 064,111 --------

1 Sampllnr error lor 1 standard error, 68 percent confidence interval. 
1 Sempllna error lor 2 standard error, 95 percent confidence IntervaL 
• Sum of valuat from cols. 1, 5 and 6. 

• Value In col. 7 minus velueln eol. C, 95 percent confidence interval. 
. • Valueln col. 7 plus nlue In col. 4, 95 percent confidence Interval, 
• Valut n col. l."illnus umpUlllwrDr for :e 9tJ percent conlidence lntlfVIl (IIOt lhowll). 

i. ,J_. ' , ..... i ' . ,.. : 
...., 
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.APPENDIX A-DEScimioN or THE SAMPLING AND EsTIMATION Tli:cHNIQmce· 
' ' ~.f~' ./ "'. ~·.. ' 
The volume nf reports g.ven to the SubC()mmittee for period two, December §j 

1975 to December 31, 19"I:Ii, made impractical tabulation <1f eveey report by the' 
Subcommittee. Co-mmeree conveyed a total of approximately 14,000 reporta for 

; this pe_?od. The report§:tor period two were divided .into two groups; transao: 
· tions $50,000 and over,- and transactions less than $50,000.. A sample was selected 
from entries reported.dudng perlcd two onl.J for tram:actlons less than $50,000. 
The sampllng proce(lun}':selected was a stratUled probability sample.· Entriel" 
\vere grouped into straQJ, .with 10 entries. Each entry within each stratum waa 

;.:assigned a number. betlfeen 1. and 10. Three entrees were then chosen randomlJ': 
·from each stratum uslng,a table of random num~rs and an EPSEM (equal pro
)babilit;y sampling withlp.i· eacb · elemel!t) selection procedtire without repl,ce-' 

ment.a , ·. :-r~·:: :){i~'.~i :, ·;. · ; · ·;~ , l ; . • 

• Kish, Lj!slie. Survey Sampling .. New York: J'ohn Wiley and Bona, Ine., l1961S1, p: 20-'-~2.· 
·· Because a sampling: pr~rau~ was used to estimate''the dollar values for 
1:'eporta 1~ than $50,c'k}O,. ft ·~ necessary to C()nsider the likelihood tbat the 
procedure introduced error ~1nto the ~stlmates. While It is' dlfficult to calculate 

·--estimates o~;tpe total er~pr tp 8- procedtil.'e such a11 th~t\ tJte -error ~~e tp sa-!flplln&' 
·: is cal!!ulable. ,.Onr es!f~~~ <Jlf ~e :probable effect; of sam.Pling are co!ftal!il~ in 

Ta.b .. le.L .Tllese e~thnatf'l,f;.ll(l' _not ~cc(l~nt for errofll \Vhl!!h m•y resu.lt fro~ otll~ 
"-<~auses,' ~.) ·ihe record:li~ ()t ··~~ da~ ~elr transcription, or tJ;Ie. la~k ot e<?~~ 
, plet~ :reporting. Thus,. froQt!Titble -f; tbtf estimated total dollar tatue · of. trans
actions ·'ess t)ian $1)0,0p0~ f!Jt. i.Jeriod. two is $29,875!opo. The error flue to the 
sampling pr~ure Is ~vr'f:i: in column!!' thrre an~ ·touf. at Table. I. It indicates 
fhat, for reneated sampl.{!B, ·M perrent of the timf!,,tbe ·.itetua1 valpe which would 
nave been obtained by ta!lulfitlng an Tf!porta less tbap $50,000 "tor period tWC!, 
rather tban sampling tb¢mr wHJ fall between $19,581,000 and $21,169,QOO (i:e .. 
$20,375,00() plus or minus tne ~mpllng error for one standard error, wblcb in 

·this case is $794,000). Sli:llil~r';v. 95 11ercent of the tlmj!, with r~peated r;a~plea, 
the actual vatu~ which wop}4 pave been obtained by tabulating all repor~ leu 
than $50Q{}J fpr peri~ ~""P·. wlll f~ll between $1~787,000 and $21,963 09.<) :(te.. 
$20,375,()00 Rlqs or Jll'l.n118 ·tpe sampll~· for two stan4ard ttrrors, ~1,58$.()00). 

·In columns 8; 9, and lQ 'Qf 'fable lt low· and high estimates for th~ tot!ll dollar 
'v'alu.e for both periods one aqli two are providf!d tor a 95 :Percent cqnftden(!e
fnterval and a low esttm~te f<>r a ~.99 'percent <.'Ontlde~ce Interval. For e:.tapipJe, 

·from 'I'Jtble I, the total est:tQtaled d'Ollar' 'l"alue for both t:Jme periods is $" ,555,6~.-
000. Thus, wltli repeated s&~Ples, 95 ·wrcent of t:Qe time, the actual total qonar· 

--·Value wJll fall between $4;~,941,000 f!.nd f4,557,217,()0q (I.e., $*.55~,629,000 p1t1f1 
~ or mlnns tbe aamPUI\g error. to~ tht! l!ll,:qple of repo.rtS•lrss thaJl $50.0QO, or $1,• 

-688,<Klq). And :oo.99 pere~qt•ctf 'the'tiiPe; the acb!~tlt<it.'!l dpllar: valqe f(lr -~th 
-periods will be no lower fll~n·~!li!7,6S9,1)0{). ' . . : . 1 · • • .. ' ~ .• 

·The following is the pr~ure usoo•tp estimate the totals am\ the ·sampllng 
eiTQr as developed by Dr.· llapJ~m.i~ Tet>Iling, retired. Cpief <1f th~ R~arfb ~n~ 
ter for Measurement Metbod!i·fot the Census Bureau: . '· · 1' . • • 

1. B&t#mation of totaflt · ':. 1 :;y '; · · . . · -
The estimation of any doilar value· is bert' t.be' sum · f'f tliree parts: (a) Tpe· 

dolhr valpe :i:epqrted in enttjes'#led l\'itb the Department of Cmpmerce for 1974 
and the tirst th~ quartei-!1 Qt :1975; { li) The dollar va!t~e nf tilt> en tires valued 

'· .at $53,000 or mor~? in the l~ts~ '!ln!J.rter o't 1975; and ( c} tlit> dollar value of ~tries 
valued a f. less than $50,000 ln the l~st quarter of 1975. · , · : · .. 

•Since ·jre estimate:1.foJ: part :(c) are to be baseil on ·a sample of 3/lO df the 
reported entries, the estimliteq dollar value is simply 10/3 times the sum of 
the entries in the sample. · ·~ : . · · · ·. 

To obtain estimates ot totals for subclasses of entdei! (such as sales, or C()mpli
ance entires, 01' C()mpllanc~ sale!', etc.), the estimates for part (c) are obtained 
fn exaCtly the same way.'as abOve' exce-pt that zeros are sulJst:ltuted f.or the 
dollar values of .entries that :are' not in ·th~ specified subclass. · 
!. Elltimt~ilma. of &ampJing ~·;: 1 

. . .• .• ;;· 

~rta <a> and (b) are :~~t subJetit to sampling error. :For ~~art.' (c), ~ 
estimated ~mpUpg variance~of an es~lmated total ~ollar value will be giv~ 1?7 
the following formula: . · · · ' ! .~ · ' · 

where n,., the number of entries selected for the l!limple of stratuiD h, l13 al~a)"s 
S except possibly for the last stratum. Note that zu, the dollar value for. the 
i-th selected entey in stratum h, is taken to be 0 if that entry is no~ a member ot 
the subclass for which the estimate is C()nstructed! · 

• Klsh, op. cit., p. 82-84. 

The standard error of the estimated total is a, the square root of the estimated 
sampllng variance as. A 95 percent confidence interval is the interval whose lower 
and upper boundaries are respeetlvely z-28 and z+2&, whe:-e z is the estimated 

"dollar value. That is. the probe.bilit}' Is approximately 95 perc·nt that an Interval 
constructed in this way wm lreludt' the ,-alue of the total tbat is to be estimated. 
It should be noted that this takes account only of the variations that arise from 
'sampling error, that is, because a sample rather than all ot the records ~ve been 
,tabulated. 

' ' .... 
·"'\ ... 
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As noted "by Dr. TepPtng, the val~es presented In Tabl~ I represent only tho' 
possible variation due to sampllng error. Other possible sources of error suCh 
as dupllcatlon of report forms and/or error ln the lnltlal computer entey ·are 
not Included In the values which represent the sampling error. Various attempbt 

were made to mlnlmlze the Impact of other types of error and these efforts are 
outlined In Appendix }).1;: · · :. - / 

~ ~.:,··;. ' • ~·.-r_~_ . 
.APPENDIX Jl-.:.)jFSCRIPTION OJr THII: VElUFIOATION .PBocEDURl!:& 

'::;I~ . - ..,, 

The Subcommittee performed various verification procedures to eliminate any 
systematic source of error in the material received. However, the Subcommittee 
made no attempt to vaUdate any of the reports by providing for an Independent 
-eheck'wlth the exporte(s to find out whether or not they had filled out the fortD 
In question. The following procedures were used to verity .the received material 
and the analysis for peri6d one: . 
. 1. Material was placed, in folders by company name for i:'aeh quarter. 

2. Each form was asSign~ a unique number and each trtiu~etion within each 
form was assigned a lt>iter: Any' duplfeates found were 'not numbered. 

8. During the coding :Of the material, any duplicates encountered were die
-carded. However, a sy~ema~c atte;npt to eliminate dupUcatftl, was not m~lle 
attbisshlge.. ~~·· •·. •· . . •· ., 

4. Coded material, b&;~ on t~e codlnJ Instructions of the Su.bcomniittee, was 
entered i~to the computer from a terminal (online entry) wl:b a promptfng 
program. :P.ue to the llmltatlpus~ of the resources available to the Subcommit~ 
manual procedures were l;!Sf!(l to c~teclt .the V'S.lidij;:y of the data at the tiine of 
data entey,Jp place of a ~i!ip~rlzed'e~iroutfne. ,: · . · . · ·. : · 

fi. A coiilplef.e listingmrerf()rmed · J>;y tb~ computer, was made of the form 
numbers and a. compari!.:t;t.ve)lst checlc was made :for accuracy of entcy. Oodl~g 
was eh~ked and any eitopl ~er~ nqted,' to be corrected by the termi!lal operator 
atalaterperiod. , ·· ' ·. , -l:, i · · • .. · ' 

8. A second listing was niade and 'll. cbeck agafi1st the first listing was ma'~e. 
More duplication was ellml.nJit;ed. ' ' .... ;. , ,.. ·• . · : 

7. Under the dlrectioH !if C:JtS, a procedure wd ~~ise(t to rank order the 
dollar values, and duplicate 'flollar values were checked for transactions with 

. veey large dollar values. Tlii8 made .,t possible to identify and eliminate some 
duplioates: which might f!ave bad a considerable 'impaf!t on the estimates used. 

The following were the •verification procedure~ used for materlil.l frpm 
perlo4 two : ·. • . · . : ' · · · 

1. As .the material was sorted into three groups . (entries not · ~lat~ng · ~ 
exporters, those relating to e'<'porters and valued at. $50,000 or over, an4 those 
relating to exporters and valued at leas than $50,000), anr duplicate ep.triji!S 
found were removed. . ' · . . . : · .. 

· 2. Entries relatirg to exportt!rs and valuro at $50,000 or over were entered 
direct.Jy into the computer and an ln(fependent double verifi-cation procedure was 
performed. s. . . : · · · • · - • 

8. Jl'or entries relating to e.J:l!Ortel'S and valued at less than $50,000 (those 
whieb bad been rampled), ail in~:>J)Ilnd.ent samplfng nwlicatioiJ w~ :perfofDJ*'Ii 
to cheek coding. Also an tnttep,..nrlep.t rf!plicatfon ~t: tbe numbt>rlng pcbel{le' 'ftul 
performed. Any duplicate encounteted in Ule prooesa was eliminated. · · . ; . 

The following m&y be cop!!ld.,.,.Ad iposfdllle sou~ .()f .error in the material:-
1. If, in period one, all freight forwarders wert not eliminated, they would 

be included wlth the exporter$; · • ' · · ' ·: 
. 2. If all duplicate copies in fl!,e otipnal material provided by the Dep!irtm~nt 

- , of Commerce to the Subcommittee we~e not eliminated, the total dollar e~tima~ 
· would oo lnfta ted. · , . · . ' ·' 

. ' 
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To: Clients of'Bu.srnesil'.Intern~tiorml Executive Services.:~ •' 
· . From: Robert S. Wriltbt, Vice President '8.nd Genenij' Manager, Westem 

.' Hemisphere. :• . · .. ,.. 
Subject: Conclusions lll'tthe Business International RJtindtable on the Ara.lr 

Boycott, Washfngt~p/D.C.1 March 2f>• 1976. t; .: · ; 1 ~' ':. . ·, , · 

"nle conclusions fo'llooi~ were not forumlly d1~ss~ With th~ so client' 'ex~· 
tives roo. attenlled tbis. , .. _rtl!lnatable. Nevertheless. .. 'Jfp~n.~ lut,rnaUon,al ,1»
Hei~ they represent a'.f,lrl,r,~en~ms ~the matn faetn&l poiufs that·~werJfd· 

.· . ~~~~e ;undtttble, a!;~~ll ~~.the: ~o~ s~Hent practl~l,~~ggestJons t~ "f"~fet 
, Three issues are ~nV.&tved fo,r. u.s. COIJlpfinles :)th~jlrifiijlq boyeof! by M!il5 

couil'trie!!!. Ara" QOmp.a~!'!'J!.~~td A.rab lndividU'Ills atlllil.!lf aU~uslpess WJ.th~~~·: 
.the .seoon~atv .. bo,yoot't "r~tll. e•;Aiyl. 'b ~n~ Boycolt .. ·.Cum ... · mJ~ 1inli,natJ.ona1:tm.
. .eott. commi.tt~ 'in thtt~tr~untn,~· '(wbo lnt~.Pf'H ·~yrott tegufa~uns ~ 
nryln~ W&.JtJ) '8.gainst~4ifi ~nies u.Jf'llndivldualli, ~:Qether U.S, OJ;' n~t, (IQ!pi · 

. b~slne"B wltll Israel Clnre~t. llcen\;tw or selJ!nc~~ ant1 .the ~rti,._ry ·bpy~ 
fn whiCh p.~. oompanies deny 'f>'uslqr" to other ,'Q .. S. vUmpailles or lndiV,idU'$.18 ;tb 

... e<nnpty• w:\th, oonott ~!!!-fi<i>Jl& (This ~vers the B~tel case nmvi~ 1lti~Rltlf>n 
. or such IIJShlnctl!' as han~ 'd~n,ylng me~:bership ln· :f~ing syndicates 'tit bo.pka 
· that the Arab boycott autboritfes consider J€'Wish.J..-~..: . : · · ~ · ! J ·: , 

While there are gray ~~~ in eae'h ot. tbt>se, the tbrmk: of lJ.B. }JOlley llt present 
(but sUbject tn legis'latJye change. prqbably some \:line this year) bl'tha.t t:b~ 
prtmtlcy boycott, While QOJlSldfred undefJirablt>, is f}utslde U.~. legal juds4lctipa; 
the secondary boycott 'fVpuJd p~bly 'be lllegal under U.S. taw ~ut Is ~lltside 
U.S. jurisdiction excepJ; t·.Q t~ t>xteqt tbat tht> U.S. KOvernm.le~ n>gu~W.s .UJ~. 
eompany roii!pliance with Arab bo;cvtt regulatiolbi, e.g. reporttng ~md ·dfserlqit· 
ll'll.tion provisions) ; the ~rtiary boycqtHs clt>arly fl'!.f'gal for y.s~ eoinpatdes, pr~· 
ably under the Sherman A~ ttM'f reytr.lP,lY under tpe .clvU ~hts null eqrlt}f .o.PSIP~· 
tun1ty statutes. " .. ·. . • . ! . · . ·: 

Inevlta'bb', there Is now ~nsiileral!le corporate ~nfu~ion as ~ f;be' awU?:ft~lltr 
of U.S. J&ws and retrnlatto~fi t~ lnt~rnatfoll'lll col!lpahfes' respon~ 41> •th;B ~fttb 
fx:lycott. This confooon 1~ P#rtb due p; the fact ~t.!lOne ot ffit> lJ~,ws sn!} :r~

Iations were created ~!Jea'fy ro dflll with the W;veot't quf!!Rlon an~, ;UJq*· 
vexing}f, the fact thst smne. Qf·tbe. 1ep' :nmndatf'IJ.-.fl! ~n~dtct~qr1 lea~ ~·lUI" 
g:r'B.y areas. and. In some :ea~ .. ~verl~p. ; -as tn the;;:e·1.eya .• nt ento~me~t i~en .. · t~.· 

·Thref' major problem nreaa eme~:l (1) The hnpillet of U.S.~antittii.!#t '-* 
and p&Hey on tlle tet1'1ary lJof'cott inv~l ved, i.e. dil:lcrimlm t-9r:v atetion,' di,n~njfed' 
by Arab boycott anthoritit'S ai4Inst othtl:r U.S. compaqies w ""i!1'8()!1S; ('2) TM 'f»y· 
cott .reporting ~ulrem~nts Of the Export Admllil,trfitlon ·,.tct ~ (S) · ViS;A ;prilb-· 
lemllln Ata'b countries tf.nd hmv thes~ lmplnge- on tJ;s;.~vil rigbf:S ~ws; ·; · .. · 

L In t}Je antitrust area, tile Justice ;Departmept representaflve made .~t clear 
that 'tbe Department believes tb.- Sher'1ili1n Act applies to eaBe"' where CdniPapt~ 
comr>ly with the boycott by reftisidt: to· t'leal with another U.S opunMlnY'; qr bY 
eausln~ otbt>r rompanit>S to:do so. This ts the heart ~f the Jnc-tlce DePo.rpnt-nt'a 
oomplatnt '8.gainst Bechtel tlprp., inStituted in Jalnrary 197(}. H!l'We'ver. ·t~e· 
Bechtel complaint does not rPVeB.l what·spt>cifie acts the Justice Department tJe.. 
lieves OOJH!1:1tute & "conspiracy"' under the Sbennan ~ct to discriminate tt~ljlst 
U.S. companies. Until thf' Cjlse comes ito court or is ~ed out of wurt .. this r~ 
malru;Jl troublesome gray area for cOmpanies. ·. .. : ;' · : . · · . 

2. U.S. ('rporters rect"lving requesta·tn participate in a boycott h'8..ve bef>n re
quired to report such request.<i t() tbe Comm('rce Department Office ()f. Export 
Adminlstmtion sine!:> 1965. Slnct> D~mher 1975, companii'S bave'bet'n,requll"eilto 
inform the Department 'llS well wbetJ!er'tbey eomplled ~th the 'boyeo'tt·requ~ 
or intend to comply. However, nltbr>ugJl both the Export AdminiStl"fltiOn,Act and 
the re.~rnlatlons contain hortatory lan~~e ~xpre!i'Slntr tpe U.S. gov~in~nt's '\1811 
that companies Jl'(jl; oomply With bo~ requPSts, .Jl!"l~her th(' 1aw nor the Te~la
tlons forllld companies to comply-unless doillg 90 would discriminate atalnst 
U.S. ci'tizt>ns w companies.· : · · · . :; · : ; · 

1 
~ 

A. key problem in thiR an.>& is ithe dEi!lnition of "compliance." ·Does me~ly tlD· 
Bwerlng the boycott requ~Bt lno matt..r whAt the an8Wer is) constitute 11om'l'lll· 
ance? Commerce Departmf'nt· representatives at tfie round~'ble indicate4 the:t 
did not believE> this to be HO, Thus, in noporting 11.. boycott request; compariies 
S'b\luld lie earefU{ to di"*inguish 'ht>tween merely 11.11RWE"rfng a boycnl;t requelft; 'aDd 
actively complyinJ(' wl>l:ll a bo;vC'ltt n¥~neflt. Thi~ ts f'ft.SY to do, !dnce tbe · ~la• 
'tionll allow C'ompanit>S tn report by letter in~tt'fld of tht> 9t:andal'd rf'POrtinlr :l'Otm, 
if they so desire. ~rting by letiter ~ther than form cou1«1 become veu 1mpOr• 
tant for companies if tilt> legislation 'With the gn>'a~I'St el\'anee of ~·ssa~ this 
:year, 8. 953 (&N' below) does 'llec'JI!le taw and (!OrpOl"jlte reports are made afiiil· 
able to public lilerntiny. · ·, . 

Another pmlem that ar:-~ i'l thls area Is: when does the U.S. goYernment 
consldl'r that a U.S. compartv l>as J"eC"ivt'd 11. 'bolycott reque--t (I.e. must all .re
quests be reported)? The CO""lmetce Departnlent repi'ID'ellbltive e:xpreesed the
view that the regulations say omy that the U.S. exporter must·report receipt Q! a 
boycott request. Thus, if a U.S. COlllJlft111'8 foreign affiliate receives a ~tt re-

/"' .. 

) 
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quest and does not report It to the U.S. part>nt, tbt- U,R. Fan>nt Is not t'~pectecf 
to report the request to the flowmPrce DepartmPrrt. The'Oretically, tl1IM met~.~ 
tlmt U.S. winpanlf'tl trading wi'th Ara'' natlon11 <:oultl Net up 1\llddlf:' Ea!;I:Pl'D 
~radlng companies (In Euro~, for e:rample) tllat do not report bo;vCIJtt rt'<}Uesti 
back to the parent. Ho}Vever, the <bmmerce Depa.rtmt'nt reprt>Ren'tatlvt> also· 
ptolntt'd out that this would wme elOJ'Ie to el-asl.on, If nif. avoidance, of the tnten·· 
tlon of the Export Ad~nlstratlon Act. It might also prompt l('gi!ilntive actl~. 

"from Con~ · •· · · 
On the other ha~d, the Commerce Department .representative said without 

equivocation that the reporting requir£'ment ls tied to nn "export tranBBctlon,., 
so that if a company encounters the boycott while examining a deal that does not 
materlaUze, It d~ not nf'ed to report. · , · · 
• llt also became dear that the reporting requirements npply to banks, Insurers, 
etc., but t.hat the Federal Reserve Board has not, at this stage, forbiddeen banks 
fu process letters of c:!redlt with bo:-cott language.; · · . · 

3. The question of visa problemA arises primarily, although not. exclusively, 
in doing ·lmslnefls wttb Saudf Arab!a. Representatives of the Justice, State and 
i;reasuey Departments made clt>nr at the roundtable that U.S. ci~l 'rights lawt 
do apply in such situations, and tllat the U.S. govf'rnment belif'Ves that Wpl· 
'Pan1es that bow to visa refusals on lliscrlmlnatoey grounds are breaking the> 
U.S. law. In c11ses where a coD:lpany t~ doing business 'Under cpnh"'.ct. to~elther 
the U.S. gove111ment or an Arab governmPnt under the aegis of an official joint 

· rommlssiou, thf\ TrNtsury. Departmt>!lf bu con"reyed. to Arab governments its 
pbllc:v of llOt foleratlng' Visa refusals fi:Jr u.s. citizens on Ul$Crlminator..v. Jtroun4B 
of race · · ~ .. ~·.color, reUglini w · n•i:ionat origin!: TPe. govern~eqts dinicerof:'Ci 
{tnclt~dlng Sfludl Arabl'li_);~ave'l~dicated they wfH CO{)per~t¢ wtth•U.S •. pblici:ta 

· this area. '.I'Q~ TreaRury,l)epjlrtment lla$!\ that no ;vis.f!lt:.have 110 far been tefnf!e4 
· to govern.u:t~nt or P.rl.vat"~R*;Cfor erp~)\.Vet\8 wor~IJK _ln Saudi Arabia:. ii~d · th~ 
· fll.tate l>e!Jil'rtment represe.utative encouraged rompatll!'ls that_ run tptfi ~118, pr()b;. 
lems to Inform the 'Dena.=t~im . .f of·~tal;e, which. -~n':.f:i':Y to neftotlat~ tb .. em. 4ut 
.with the n>levant embcts~~ ~--; ... ' !·~- · ,;: • · .. ·. . • ; ! . ! · r~ ' i 

What i!l the outlook for .e'hifbgt-? For linf' thin~; lirilt.tt'P!<11 nppPnl'lii to be moving
toward !IOmf' sort of III'W lt>gi.,lntinn that •lt•uls with the 'hn;n.'Ott prnhlf'Ul .• \ num•, 
ber 01' }t.'gislatiVE' illitl"fiVPI< t:';dst, of \'lUJ"ing dt:<gn>~ of' e.,-tremfllnl, 'l;mt the 
most likely, to pa~s 111 the relatl"rt-ly moderate ~tevt>n~<on-Williamll bill (S. 003). 
which wilUld not 'J)rohlqit <'Cit1lJl9Dit'11 from <>omplyln~r witl• boycott. I'E'QUt'llbl but 
would require public dlllclQ;;:itre by tbt- Commer«'tl Depnrtment. of ,eompanl~ 
response to boye(ltt requ~ttt. fitider_S. W-"13. tbt> C'.milmert'e Departmf'nt would not 
be required to publish rompanr rt'llponeeS bnt would hal'e to open them tq 'pnb).Jcr 
scrutiny on rf'Ouest. S. ft58' wpleh Is oppoROO by· tbP. 'Admi.,l<i'ration. hall· OO,en 
reportt'd favorably to tl)e fqll' ~enatt> :bv tbe Blinkln·it Commltt~ and wUl 'be 
taken up by the Senate lP em~nP.cti~n witll tbe exten~>i'ln of tb(' E:tlJort A~mlpls-

. tration :Act, whic·h will prptn.bly reach the S£'nate :floQr by .T'IJ~e or July.· ~ere
Is a companion blll In t}!e l'lilllllP, soonsoroo bv ll~'~- Kneh CD. NtrW Ypr1t). ' 
. Oompanif's' main con¢ert wUb 'a. "Sl;'i.ll is Its publtr dilll.'losnre: retluiremf:ltlt. 

· Senator Stevenson feels' .t~n! P,jibUe ~lsclosurt' w~ulfl 'help «.»mpllnles deal "'flth 
tlM! bo;veott by making cl~r tn j:be general public just how t.bey -b~ve ~t>alt Wi.th 
the situation, rather th'ln lear!ng ~hem •e;tposed ·to crltlcal com~~qe ~~4 spe-
picloDII of improper actions. .i · . • : ' . . · ·. · ~- • ~ · 

On the tnternatlon11l ~ront, ·~lthongb•there bas been· talk of,negotiittlnir ari lnt~r
natlonal eode of conduct !or Companies; dealing With boycott Rih1atlm1s (either 
separately i)r 811 part of f.he e"rrent OECD e:x-ercll'*'), the ch~tn~ll Ot a<>tlpn ate 
slight since the U.S. government is so far virtually alone in 11:8, conce~· ot~:t' 
companies' compliance with ·the boycott. .' · · · ·' 

During· the corporate iliterchang'r• several compnnf~s noted that a qi~t!t}Ctlon 
f!hould 'be made between wmplylng witb a bo;rcott que"tionnairr And t.b'et>Oyl.'fltt 
Itself. In ril1tny lnstanceiJ 11 'companv, ean answPr certllin questions or. certify 
documents. without running afoul of tLS. laws on. discriminatory pnc-tices.: In 
other instances.. companies rOlltinely. answer questionnaires and certlfy d~
inents pro forma. RE'vealing· such practl<>es. mllnY rompanles ft-el, oouldi e~ 
them to action by anti-boycott ~rroups lih the A:fC. · ' : · '· · · , 

In the nbsence of <'lear-cut fooeral regnlation$ anfl/or a Middle East peadtr 
settlelbent, rompanles can rxp1ore tee followin~ te<'bnlqnes: ~ .. ' ' ; 

Transact business with Arab nations throul!'h subsidiaries abroad. since tbeee 
subsidiaries are apparently not covered by Commt>rce :peparttpent filing requjre. 
inent11: · · · . · : · . · · · . 

Sell 'to the_...Arllb market thrnnlith middlemen, t>.g. tradi~~ houses; ·· 
Have product'~ "hipped fr"m the Unltt'd ·States· insured by a{) Arab insurance 

company. This can ellmlnate1.any requests to fill out: questionnaires or 'certify 
docuinenbl· · · -~ ·, · · •. · ' · · · · · 
. Solicit the support· ot Arab :purch~t~~ers to toUminate or repbrn11e Q'lefltionl! In 
t~P boycott documenta~on tpey require so that tbe answer~J either ·compl;v ,with 
U$, l&wl'land regulntlonl5 or do not have to be filed with tht> Commerce Depart
ment. (The State pepartlnent representative also sn~ted this as a possible-
procedure.) · . · · , . 

RefnSfl to anRWer OU('stfnnpalrp" nr certify docnmentR. Some Aralb countries• 
eonsul11.tes~ a('('t'pt this: otht>rs don't: . 

SomP comnanies. inf!teod of ~rtffvlng that PXT'f'rl:"d ~rn~1s are "nnt l'f I"l'SPU 
~~~~~c!':'k~tead that they are "mane in the U.S.A." This, a number ()f firms, 

Where rompanlf'S fa(!f'! stoclrbrildPr qtH>stionll or fnlits il"qpll'Pd by the American 
Jewish f'.onneAA or otht>r orl!llnlzatinns oniJ can demmlRtrate that the;r do busl· 
l!l'R.'1 with Jcrmel ant'! th(' Arab world ( .. R man..v do). dis<'re~>t dfRrtlS'Jiflna with 
the AJr n'lld/or I11mell pnrt'hRt~el'l'</lluppllel'fl Cl\n e~~n!le such stoekhol(ler action 
to be withdrawn and prt'vent'potpnth•l counter-boycotts to which eommmer prOd
-bet manufacturers are most vulnerable. 01' course, a fiat-out declaration t~at 
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eomp1lance with a boyt~tt request-even If pro forma-~ against compaw poBCT 
eliminates many problemfl. It tnay alllO, however, eliminate ,sales to Arab m,arket..B.: 

· As for the eontrovel"Sial New York State law, expectation Is that It wtll be; 
eclipsed by federal law. ·Even Its backers recognize that. It is eonstltutfonalJ.F 

. dublons and unenforcetib~ and many of Its early advocates are now known to 
have second thoughts about Its feasibilltJ, especiallY since·llOme goods destined 

• tor the Arab eountrles are being rerouted to other ports. It .seems probable that 
·once the federal governJilent preempts the New York Port Authorlcy over the 

Ooneorde lBSue, similar preemption will be exert.ed over the New York law, as 
well as other actual (DL) or contemplated state laws (Cal., Md., Pa~ Wise..). 
Tht> rea8on for the probabillty of Fedel'!lllaw pr_!!emptlng state law In 'this matter 
Is that the Constitution r!!serves the regnla.tlon of foreign commerce to the federal 
domain. • .. · 

Although the rountabie focnrt"'d prlmarll7 on U.S. government Jaws, regnla
lations and policies related to the Arab boyco-tt, a number.ot companies present 
el·ther were, or bad bee...-; on the boycott list. Som~ of these. ·firms reported that 
they were'ma.lring etrortfi :tf(iiet<,otr the~lJst and aqeast two of these, ~af!l tl~llt 
etrorts tb Cet off by maldng •rCI'unterv~lllpg" lnv,irtments h1 .Ar.~tb cobntrl~ had 
produced no· results. Other companiEil! on the list said that they )Vere not makiriJ 
any etrort, to ret· off thi( 'Jf&t, ·e~tf!er. ~pse th~)'. bellElVed. It dangero~s .!rom a 
U.S, pu~Jic: policy vie~tllt~:Fompln'Ylth the demanf!s made ot t~em to ,get~ 

.. the'list, o. r beca11se. th. ey1trntt.~t tJ. eing. 'OP the list di~ It?t·d·· en·y .. them Il)nl!h ~uslpfilill$. 
. The point ,Vall also maay t~~t ~mPaD;tli,,b.ad to weigb 1:b" advantalle~ ·of ~~Pl1 ... 

. _ !ng· with tJlp ~ycotf ~ei:Pa'ljd.s a~alns~ ;'tlle possi~\e ilil§a!Ivah~fes: ~u<:J,t · ~¥tl>H ... 
. · · · anoo mli[ht ~tmg ~n the ~.t~~~stl~ ~r,rket from :grQ~ op,POSqd f?i tf.f ~Y~~ 

., , . •• ·.' ~ .. ift~."~·:tf_.· . ~.. . ;_ •. . t. ~ .. : ,.t .r.; 
'· 1~··· :j; . •• ;. . . . l • ': . \ ......... ..:: 1 ' . " 
. . .. ,.;~.-t.·:··.:·: ·./ . " ,-._ ::~: 
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.APPENDIX G 

THE J,IBRAltY OJ!' CoNGJ!.ESB, 
CoNGRESSIONAL' R.EsEABCR SE&VIc& 

.·.,) 

11JvALUATION oF FoRMS #~liD B'J ~H~ DEPARTM~T-OF OoM'y~ ~ ~DYl,NIBTP~ 
• ANTIBOYCOTT PRoVISIONS OJ!' THE E:S:POBT ADYINISTRA.TION 4-PT OJ!' l969 .. 

. (By Daniel Melnlc~. i~ilti~~ . :A~erl~n Natio~~~ .Go~~~nment, Go~~~me¢ 
J . . :- . · ~l :;;: -~tytsto~, .r.~ _28. u#6). ~: .- _t)::; · , , : ' ·. 
· The follpwlng is an ~T~l~Ho.rt of th~ report fo~ms !IBOO"hy tbe' Departm(!nt 
of Commerce ln adminl$lering4,}e P.i:O!"~lons of .tl'ie Eiporf..Administre,tl9}1 4pt· 
of 1~ (50 p,s.c, ~~'II ~ql:fft. aeq.j~:~oo U.S.C.-.AW; 1 lZ40S(b) J.)i;!qHfritll '*Lll
domestic concerns r~eiiidi'·requests tor· the furnishing-Of lnfor~attbtl 'll 
signing of.-a~reements If's ·speclftM ln 'BeCtion [2402)- -w rei>Ort this faet· .l'b e 

~ Secrj!tarf·(l~ COmmercet:.or I!Ut$:·actl<)p .-e he may deem appropria!:e ~;~rt.F ~qr. 
tbepurposes!of,section :l(4)!f!Sectlon 4(j(l'i) provides;,· . ~ · . . . • "; 

. ..(5) It Is file pOlicy of'th~ ~lJnJted SU.tes (A) to. oppo£e restrictive trade·prJc
'tices or boy~tts fostered or.1~oosed b;v foreign CQ!Jp.t.n~ againSt otller ~(Juntrf~ 
friendly to tbe United S!s.tiill:ll;ftd (B) t-o encourage: ltiH r~u$ dOin~tlc C9il-
cerns engaged in the eiport ot articles. materials, aupplies.i or tnfornlat{on. to 
refuse to take ~ny action, Jncluding ~e furnishing ot intormatto~ nr: the signl~g 
of agreements, which has the·eft'ect ot furthering or "ppportin( the :restpc~•e 
trade practices or boycotts tqstered or .hnposed by 81J7 foreig11 counti')' araliU¢ 
1~:8 ~~tSil)iendly t~ t.ll~r pnite~ ~tates." (Pqblic fAw p1-1~: s ~~ ~- ap. • 
.. 'l'be Department of Commer~ eur~ntly uses form11 DIB-621P and DIP:..aaoP 
to collect the information rtlQ~IlN:Jd by thil! act. Our evaluation ot this f!ltm began 
with an examination of the ri!Cord c'Jearance estllbll!thed for the fOrl!l' by the 
Omce of M-anagement and Bu!1gpt (OM:ft)~ ' . . ' . ' i .. :: . · 

' Tbe.Federal Reports Aci: J4i·p.s.o: -s 8 8501--35lllPfOvides that~ Director 
of- OUB must indicate tqat · J!e does ;not disapprove: tlle follD Qefore ·al'U' ex~ 
. nf;Jve branch agency ·can . ntiJiile a form which collecta ·informatiop fr;!lJ!i, '10 't)r 
mote members of the genera} :PUblic [ ~ )J,S.C. s 3;)'09]. ~n the p~ of clf!!lrl'qg 
each form, It ·~s assigned fln ONB cle~r:anee number anP. a dockft lB ~ln!4lqed 
which can be'used to establiim the ba!Jls upon w)llclt !leclsions l'elatipf( •to the 
co11tent of the form, and the \hstructlqns which ilecompany it we~·Qla:de.: t 

Tbe OMB'. (formerly the· l3ui"eau ot 'the Budget;) clearance dbcket 'for. OAQ.f 
Clearance No. 41-R2305 [knp'Wn as DlQ-621P] mak~ 1t pol!sible i:O' outline the 
following {!hron.ology of (lCtipn. 11 tak!!. n b;v Commerce, the Bureau bf tbe.. Bud~* 
(.!lOB), and tbe OMB iu the-approval of thl.i! report fotm. [A CQ.PY (I( the 'doc1t~ 

b'lis already been tranb'lllftted ~o you.) · · ~ · ~ > · . · 
CHRONOLQ!)Y OJ!' ACTIONS 

' . . 
June 30, 1965: Provillions. of the ~lrPQrt Adminstratlon Aet requ1$g rei>qrt

·fng of requests for restricqvf. trade practices to "all' domestic oon~rns" ·~ 
approved by the Prt>sidt>nt an!J e11aeted Into law. •. · _ · · 
· The Commerce Department~ls requi~ to promulgate regulations within 90 
days of E'nactment. [79 Stat. 210, Public ~w 89-63.] · 

September 8, 1965: Tbe Commerce Department files a request with tbe Bureau 
of the Budget for approval of a report to be filed by every exportet who ri!CtllVf!l' 
a request for a restrictive tra4e practice. Commerce indicates .that:· . ·. 
· .1. "The number of reportings required ~rom a U.S. eipot:ter haq been ,minimi~ 
tn that the exporter need rewrt to the Department of Com~p.erce the ~lpt ot 
only the tifst request for a~tion regardip.S' an export tral')l1action. !J.'his wi.Jl ~eatlY 
reduce the burden of the V-~: t!Xport~r. in that_. it is ~Ilion praptice 'fl>r t\ -~eflt 
number ot requests .to. be made wttb r~gard to a idngle export trap.saetion,: e.c;, 
.initial nt>gotJation of a traQsaetion. prireha..e order, (!ertlficate o:( oJ;igiU,' <!8r-
tifieate of manufacture, letter pf ctedit, cpnsular invoice,-etc!' · : · : : . 

2. "There are no plans for tabulation other than for pu~s ot jlitel'llal use 
and sueb other reports 8.8 required by·. the Export Coptrol Act. In addition, In
formation llill be reviewed and analyzed to detennine appropriate (1ctiolj fo lle 
taken by the U.S. Government in the pursuit of the general policy to "oppose re-
strictive trade practices or boycotts." · · · . · · ' 

8. "There is no intention to publlsh the detailed .contents of the information 
supplied by the reporting requirement except as required under tbe terms' of the 
Export Control Act."' · · · ·. ' 
; September 15, 1965: 'I'he form and reporting procedure are approv~ ey BOB. 
The BOB Clearance oftieer makes the following note in the file: · ·, 

"This new report is .rt>quired by law (50 U.S.C . .App. 2026). Given 'W!bat Com
merce might have required uqder t.P,e ·law, this requiremeJ!.t is mild. Especl.~llJ' 
helpful in redueing burden is the provision that lnformatJon need· be ~'\\ported 
on only the first request for restrictive action received regarding that transal!tioJL 
See the attached· form and note paper for comments and changes in the· tprDl-

"After a copy of the form was sent ~o Pratt (MA.Pl),' Berger (Comme~) 

1 :Hii.cliiiiU,. aud Allied Produets Jnl!tltate. 
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eaDed to 88.1 that k 'Conner of Oommerce did not want the proposed form' 
made avallabie to anyone: ootslde the Government. Pratt was asked. not to .(118..- · 
cuss it before I called him;.' not to make ft available to anyo~e else and to relnm' 
the ropy I sent him. I requested and received by telephone his comments on 1t. •• 

. ."Needless to say, Coninu;rce•s disposition toward secrecy: on this form did not 
sit well with Industry. Industry representatives find it dif6cult to J'eeonclte sneh 
·8 position with the Ad»Yiiistratl{m's objective of reduclng unnecessary Pliperwort 
and seeking Industry's ad#lce and guidance in doing so." ·;: , · . 

-February 24, 1966: lli.~ George Curtis, Manager, World' Trade Departmelltj 
Automobile Manufactur~rti'.Assoclatlon, Inc. (AMA) writes to the Department· 
ot CommerCe and the Bureau of ·the Budget stating that .•'the industry could 
suggest several changes: lllll'hieb. would not lessen the etreetlv!mess of the surve;r 
and at tlle same time escape the repetitious reporting of '.identical cases as Js 
currently required." ~1:·' · · •;:. · . . 

March 9, 1966: Rauer H. Meyer, Dlreetor, Office of Export Control writes to 
Mr. Curtis to the e:treet;tbat "We. too, have been aware'd this problem, and 
you wU.l be glad to knmif(h.at_;t'!)he p~e~nt time ~e are \ltUd71ng tp.e fell~\blllt}' 
of revising the regulatl~~"tti permit f~l'ters tol,.filit i)e~odic re~f!s ~qy~iiqf 
continuing transactions .with ·ttle s~me ~nsignee in Uep of .~ling separal!!. 'torDJS 
JA.,..lQ14 Jcurrently Clillll.'d Jt~~~'P] for each order.... : .1 .• ; •• , " , , • 

. 'MII;rch' 16, '1966; Tbe:~rlp1en~ ~f Commerqe reuue&t;s: tlle Bu~~q :pt'·tqe 
. Budget to p.llow a modlqcaf:ig~ 'lf! the: reporting procedure.; It poywses, a~terq~·· 

tive Jllet'hod whlcJ!, ''per~~}f'!i[!'export,~r to submJt a. J1'~11 qoveriqg a,ll,!r!l ... 
ac.tio. ns. which fhe teceiv~·~ur.J.nJ· a ea.len9ar quart~r.frtim.a 'shigle forelJP pe. · rsgn 
t>r firm. Tbe Q!M1J1erl)' ~d ... ~Jillll be:~~mitted ~.Y•le.f:ter .and sbqll' ¢o~tplp :~ 
a ro.llflolldated 'folitll i!sse~. tl!fnr •the .~Jnt! fnformatJon :'Whlch woul4' b4l"¢ ~~ 

· Included on Fc:tl'mlf lA-:~1~tt,oget~eT Wf~ an Indication of the nuJI\bet':of•tqui~
actlons to ·wblcll tile: l'eiX1(t~ !l'estncllCIJl8 were applteabl~" . ' ' · i r, .·! 
· Ma.rc'h 23, 1966! BOB ·awroves ~mmerce Departpl~nt proPf.?B4l- . :··, ... 

April 4, 1VOO: Rn,ssell Sttlh~lder; J!'x~tive B~llfY, Advisory Con~ RD' 
Fed~ral Reporl:!J telephone!~·!~ BOB clearance ot716ir and report!! "that· AM:A. 
was happy with tbe'neW'·'Qt1'11rterly report and felt.lt·'IIOlved th~h: prl)blema.'' 

September 16, 1008: BOB· approv~ tontine extensipn of clea,raru!e fpr tqe 
form. No changes are indica~ ·'. I • • . : l· . ' ' 

December 30, ·1900: Ef1l0fi ;,&.dm!nist.ratlon Act of 1969 beCODlllfl e:fl~ve-· 
no change hl the- reportlllJI' ret~t!Jtement. . • . ' 

Oetober.14,' 1971: OM:Q ~P}?lltVes ro11t~ne extensfoq of clearani!t) fpr t}le fonp.. 
Noebanges·aretndieated: ., · ! •. · • : · · · ,,· · . · . · . 
, Npvembtir 17, 197H TJ}e. · gptift.· erly reporting requilf!nent is ri:u)difl~ b .• Y In· 
sertlng a rule change 1n thf! Fejleral :JWgister. It now permits quarterly repo-q.· 
"covering all troosactlon!l r¢8'at4ing ~~cb requests are reeclved from PJlJ:'SOq& 
to firms 1n a single conntrf4qring a .s!ugle calendar f.JUartft!:'." [36 F.R; ~on,, 
November 18, 1971]. Tbe·OM:ft c\!!ara!lc? (Jocket makes qo mentiop of. tl!e !!ll:ang,. 

OC. tober 2, 1974: OM!l .ropt,nely eJ"te.~ds the c1earf,l.nee of tqe .forrp. .t~ Sep
tember 1977. No ment:Jon .of ~ rut~ changes m!ld~ ln 1971-tncbided !m-; t:lfe 
docket. · · · . ·•· ·· · ·• ;.·•:. · · . . . ·· . . · •. 

'August 26, 197G: OMB ai:Wroves pommerce Departqient propo~t to ~ub·e 
banks,· insurers, shipper~~ 4!l'"l, fprward~rs. ln nddltlon . t!). exportets, t~ tp.e- ~ 
:Ports. It makes mandatory t:llt.''J:equireml!nt th<~t romjlllance m11st be ~pofte4. 
It also rt>qulres all trsnsacff'Onii'.involvlng discriu:iinaj:i(ln agaklst U.S. cltizt~qa' 
to be report~ on 11- sing~~ ~taf!sactlon form and lF!f\les' a. new forPl (DIJHfKt'P) 
for tills purpose. _ •. . ·~ . · . · ~ 

The revised regulations ~ify tllat reports could ·J!e made on a. quarterlY 
basis by countey but dtlfer ln. several respects from the regula~ons issued. ill 
1971 [36 F.R. 22011. Novembi!r 1$. 1911]. The 1971 regnl11tion reads tn pait ::1. 
. "{2) Multiple transactloq~: report: In~tead of submitting a report for ea<;ll 
transaetloq regarding wblch ·requests a~ reeelve!) from. persoqs or fi~ J.n a 
single calmdar quarter. This: ri'port 'shall bf' made- by lett'"" to tbe Office \)f·I!4J-· 
port Control no later }han 'tb~ l5'th d11y:or the first 1Jlonth following tlle falendar· 
quarter eovere~ by tlle report_. tflhe exwrter has reeelvt>" requests from·pe~~· 
or firms of more than one foreign countr;v. a separate l'~rort shall be subtnitttjd 
for each country. Each letter Bhall Include the following information:· · · · 

"(1) Name and addreAS of ·n.~: exporter ~ubmittinl! reoort; ' · 
"(11) Cnlend11r quarb>r CQ.VS!'f!d by rE!PQrt: requ~ is llireeted; 
" ( ii1) Name of C01J1Dtry ( tftSl against which the requ~s~ is directed; 
"(iv) Country of requeste~:t ,;· . : •' · 
" ( v) Number of trs nsRctlons which restrictions were applicable : . . 
"(vi) TYIJe(s)·ot reqpeat'ts) received (auestionn!llty. attach copy. :U otller 

tbatl questionnb.lre, gtvf' the'tfpe of d()(lqment or other ·form ot request •nd fi4e-
speCt11c 1nfonnatlon or :actio~ ·rt"')uested.) ·;- · · · · 

"(vii) General de~:cnm:toJl ot the tvpes of commodities or teebnleal d~ta 
covered and tlle total doll~~ vfilue thereof; and . · 

"(vii) wlletllet or nnt tlle u.s .. f!xporter Intends to comply lfltll tlle requPf>t(R). 
(Submission of tlle infnrm'l.tJon required by this subdivision wou~d be help:ful 
to tlle U.S. Government hut is not mandatory)." · 

The 1975 version 1 reads in part : 

• Italic!Hd passages were adde6 or chanJrf'(l In 1975. 

"(2) Multiple transections report: Instt.>.ad of wbmitting a report for eaob 
transaction regarding which a requt.>st is re<.-elved. a multiple report may be sub
tnitted covering all tr11nsactlau~ (other thtm tho8e d.eacrlbed 'n t369.!, whioll. 
mttst be reported. individually) regarding which requests are recelvt!d frop1 
persons or firms in a single coliiltry during a single calendar quarter. This repoif 
~>ball be made by letter to tbe'pffice of Export Administration no later than the 
15tll day of tlle first montll following tlle calendar quarter covered by. the report. 

v 
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111 requed• are recelvetJ 1.7'!9m pcrsom or flrm.B ot more than. one f.oretqn cou"!,.,,• 
a 11epa.rate report &ha.n.~·.submltted tor each countcy. Each. letter shall Include' 

'allotthefollowinglnformatlon: · ,,{!'· • 
· • "(1) Name and addr~ of U.S. person or 1lrm !fllbmlttlng report; 

(U) 1114£cate whetJu:r, ,._e reporter }.1 the ezporlcr or 11 ,.~ orpanfzatiotl 
antJ. if the 'IaUer, &pecif1(rote fn the transactiona; . ;li\• 

" ( U1) Calendar quarttt'covered by report; .. - . ;.;i:'~ · . · ; 
"(lv) Nameofcountcy(les) agalnstwblch tP.erequestls41'.ecte4; . , 
" ( v) CoUlllti')' of reque_sfier; 1 • . ·~ ~, . : : . 
" (vi) Number of trallliilct __ lons to which restrictions were applicable; 
"(vll) The culltomerf.~rder number, czporter• invoke n~tnber, an4 letter of 

~-credit number for eac'h.lt'!ztlaaction, if knoWft.; . . , · ;/•1 · 

"(vill) 'l'vpe of reque41 reccivetl. Attach a copv of eac,'lfreque&ting docutn.enl 
~ or other form of requelll • .;(/1: .a pertinent utrac_t thereof; - ·._ ~·· .• ;. · 

"(lx) A. general des~qptlan of the types of commodiJ\es or technical data. 
·-covered and the total dol1at value, If known: _ . '_; ''':'· • · . 

·~(x) Tll,e number of f':equeat& the reporter 'Ita& oompl~~ with or lnten41 to 
tomplu with. If the rep~f.#Br ~~fjcided,, k !' required ~~ ~f~'bpl.it a fu.rlher_ report 
'twithfn- ~ buBine•• iteya,~f tpa1cing a dectrion. If the 4"eol&!on " ro be. ~- Iff · 

' anotlter parlli lnvoZt•~a:1.?S-.lM ~:~~port t,;g,n&action, ~hat partu ahoul~ b_e itl.~~ipeil. 
"(xi) .~af'h letter 8tfbtJ:~U'Pif':bV 01' ezport ·~ orqarnizatum ,!Jh4U altr 

imilude the name and ~~dreBi'.()f ~· U.B. uporter n.a~; ifJ ~ctfo_A ~(h 
. anv reque&tl received dfitlng tl!e quarler. Follorlng BfJCh nqme, ajJf.~~; the taentJ. 
Jving number& requireti'~n_,'(vil) above, ifl8ofar a& ther are ~noWft.. If th_J.r inffJ'I'_· 
mat«m 'lB in!;ltuled. in 1)i.e o.qpiei of ~men'' re!luire4 ,'bfl ( vi«4) abPt1e,. · t1fe 

· separate Uatlnu mav be ~~tltfit">• · • ·. : . : • . ~;: h~ , - .: · . ; · 
"(-ill) Eqt?h letter ~~~i~~ a.;· ;lgned oerpftOO.Uq•(t.hat all" ''f'!e.~t• 

th.crein- are true and pm;r __ ~ f9.1he ~~~ o_f t1wl .rig~• ':kno~ledqe a!'14 bf!Uf'f a_r tf1 
1114icate the name an.ll lt"lk.fi'IJ'!k pera~ who 'h.a8 #IJ7WJII ~M rep~." · ·. ·: 

.An ex~tmlnation of_ th~ ov~- c}ocket. apd tlle r~port foqn itse~ sup_po~ts tJte 
following BB8ertlons re&'f!.rdf.rlr~Dl~: ·. :r... · '. · : ·, . 

The form was deslgnetl lti 'fulfill th~ minimum fioqtili'l!meiits of· the law: 
The form· was nof designed to facilitate dat~ col~Oil or retrie~L Tqe 

tabulation procedure w~ llf>f ~nsider~ as a nece881!-l'J' pa# ot thf app~pval or . 
· the form. · ·: • - ,. ,_:· · : . · · · · · 

NQ proVIBtoo was made fi,r rai1.Y copvertiblUtJ lnoo Jilaclltne readq.ble 1'prm!lf;. 
. The reporting requiremerif: l"'ils progressivel;y relaxed through ch~nges b:i tqe 

. regulations. to acoommodajJ! (be nee~s pf firm.ll required to file the tonp.. on 
· September 15, 1965,. tlrm11· ~!IJ'8 reqqltei'l to 1lle reports of· tlle lnltlt}t--~um 

regarding a transaetl~.m. On 141!-rch 28,1966, 1lrms w__ ere permitted to til~ ~uq.rlet 
. reports covering all requespa receive<]_ from a .!!Ingle firm. Subseque:qt}f· ·a d 
· apparently without OM.Q raview, on November 1'(, l971,· they we~ allowed to: 

v lile reports covering an·re4~estll r~eil"ed from firms in a Biztgle cOU,Pt'Q;· ~o 
date. no standardized form has·t>een iss-qed. . . • • · · • 

From. tbe docket it ap~ that O~B did not approve the changes m the 
·. quarterly letter :reporting wid~~ '!l!fe nit1de by 'n'~tJlatlQn on Noveljlber ~'1; ·~9n 

',fhe OMB statistical Polley m:Vimon cl~"'rance officer confirms t}lat O!t{B lut.s lJO 
· .record of having approved 'Qie 1971 cblUlg:e 1n th~ re@lllat,lontL I~ thuds the 

case, It would imply that Ule_ :P_ epartment of Comme~ bad ,not comp~eq. ~lt:b 
the Federal Repo.rts Act wbtc$ requl~ OMB to·.iru:Itcate that it does qot ®t

. approve of ·the us~ of every' .reporjing from usea to eollect lnformatlo* ~ 
tnore than 10 m~mbers ot tltl' gent>ral public (44-lJ.S Q1 f 8500), Ill SticP a case, 

·. persons required to file reports under tbe regulation m!ght argue t~at they ~~
• not obligated to comply 'beca'use tbe prOcedures had not been approved by o~:p. 
· Tbe consolidation ot rePQrt' ts certalnlv morP convenient fQr expi:>rters i\iid 
. others required to file repqrts . .Nevertheless this con~lldation [bS;thE!, abljel~Cf 
. of a standard report foinif ir!akes tabulation dl~ct1}t. Quarterly l~tte~ are 

received in numerons form~sr i\crordJng to prt>Umlnary estimates 'O'Ver':,2!};000 
reports [including both quatferlY slrlgle transal"tioli reports] were filed Pi tlle 
first quarter of 1976. In bl' ,&.:ugust 1975 review the OMB clearan(!e ofl!cer ~· 
:~nated thflt only 16,000 rewrts would- be filed annually. In the abrrenee of 11 
computerized data managem~nt syste!il;lt is difik!ultt& see how thfl Depa'rtment 
ot Commen:e can tnum tts obligation t.o monitor firms .so as to enf!ure ;thjl.t 
reports are 1lled in a timely and complete fashion. _ :. ; : ·, , · . · :. 
. Tbe type of "request" referred to in Block 8 of the. repoJ:t forqt Is _In fact 4l 
type of document by wblch -~~uest.s !J,re transmitted. Consequently, intormJ~,tlon· 
in this block l"8.nnot be used_ tO clatml:fy transactl<ms according to th~ llllture pt 
the request made, e.g., whetP.er a request for ~scnmlnation 11ga~,n e •U.~. 
citizen ·or firm was involved. -'· _ ·• ·. . ' ·· ", : ;. ; 

l . Tbe re~rt forms used Dt>eep:~ber 1, 19-5 did n9t allow adf'!qnatvu>lice ~or ~ 
exporter to "give the. speeifle. infom,uitton or action :requesf.e4," u8lng ~1dlrfict 
quotations from the request." This item'provides the &pecUlc information regaftl
ing what A.merlean compantes:are being asked to do tly the Arab counhies: Yet 
the space for answering this question allowed for two .!lingle-spaced typevtrltttm 
lines. An exainthation ot' the '~ports snbpoenapq by lbe stiooommlttee · shows 
that In most ~~ t;he companies were forced to complete the answer to tl:Jis 
question elsewhere, on the back of the form, in the section provided for additional 
remarks, or on a separate sheet. ' . 

Obanges made on December 1, 1975 require re~nding fll'II:D6 to submit a copy 
of the request. ali>ng with the report form. WhilP. this procedure does avoid tlle 
11pace problell\ encountered earlier, it will undoubtedly make handling ·of the 
information .by tbe Department of <'viPIDeret> ID()re cilmbt'rs')me. If :c-ommeree 
were to decide to redu<;_e the information to maclllne readable form, the attach~ 
ment of copies ot tbe ~nests would increase the time and expense mvolved lu 

· foding this impo~nt piece of Information. · 

r 
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The report form and .regutatfoll8 lack a clear deflrittlon In the. use of the-' 

term "request." Firms receh'i.ng boycott "requests" a,r.e required to report sueb 
' .''requests." The confusion arises from the fact that in many cases there· was no 

specific "request." that· ls.. no specific "act of asking. for, 110mething to be given 
or done."• l..;:. · , . •• :, ·., •· 

-
----· . . ·-! .• : . : ,·:.~i~~. . . 

. ! ' 

!'The A.merlcan College Dlcttonar:r. New York, Random House, 1967, p. 1080. 
'- -Th~ bo;ycott-reiated ·activities were simply part of the Import regulatioiUI· 

_with which the exportlrig tlrm ba4 to comply In order to ship tts goods. Frequently,-· 
the exporter appears to·.have been uooware of thf'se requirements until the tfme 
of shipmen~ ·In :some Instances the exporting firm attaehf'd. to tllelr bovcott 
·report copies ol pages from Dun & Bradstreet's "'Exporter's Encvclop<>dla" list
ing specific Import regUlatJrms. ThPre was ronfuslon relating to the existence o( 
a "reqqest." the date thi- ~·requPJ;"' was received fih'm 2), And occaslonallv, the 
·~requestor." Tbn11, the treatm.,.nt of thf' concept 'ot.'~r~quf'st" nppears to be Inap
propriate. creating undue -con .. nslon and tncons1stellcy ln reporting. Clarification 
of this ~ssue might require amf.•,-dment of the Ex~~-i\'iiminfstratlo~ Acll!ecapse 
the act useE! the term "request.!! - ... · ·· · · , · • • ' " 1 • 

The regulatioll8 resulttng w th:e fi1lng ·of the 'l>ovcott ~orts allow the reporUnt 
tlrm to flle a single trahs!lct)mi report oJ" a mnltipl~ transa ... tlons r~port (Exi>Ort 
Administration regulatioi}s'J'uQ~ L l914, 369.2B: now 869.4b). Tl}e ~julatlons 
do not, however, specify what.l.S ·meant ijY "transactillll." ,: ·:<.:.. · · • · 
·The df{ilgn of tbe.foru(_prior to D~ember 1. ur:l' ma.v bave contributed to 

the eroorters' contusloo regarding the lllformatlou callf.d for ln e·acb block.: Fe>r 
·example. tll!'!~ was crn:ili!~ilt'~li~le con~y-~rin con~t~# the_ rountryHes\ belpl' 
_boycotted and the countr;r(tt!lfl'dolng ~e·boycottfJ}g. Tn:_tl'P..rewrt fprm DIB~l. 
the rountr:v. being bovcott~tl_: bff:o; be-. f:lJl!ered In 'bli'ICk · 'l ~ "Name.s ~f the, <'OJlD
try(les) ag11lnst. whlcb the requE"St ls'~irected;"_~Jl~.IJace pf the coqnt~y~les) 
doing the boycotting ts to b!l entered ln Jl~'m 5: "I)We '"I"C"lv~ this reqtJef!t ,fro~: 
name. address, <'lt.Y, a'ndiJO~t~" In5.2 pert'ent ()f thP SulY"'mmlttee's compu~r 

·record entries, the reportfnjf-fJ~ imfi"llt~ tto~ ttv> Mvcott.ln~ country and tpe 
boycotted countff weri! tHe_, same, an. fmposllibilll:V •. 1!bts figure gQos .up to 1():1 
percent. wflen the num_hf'.r 'of rt!pnrting 1i"ms rafli.er t!Jau the mim'ber ot' rer>Ord 
entries fa copsldert"d. In ll!'lllft!pn. a marginal fU perc<'nt of re~rd entries I~ 
boycotting i'O.nntrt hla~ PT ihJ:-4 In·.· Q'!ICStion mar}r . .Althongb the now. lY revised 
form (Dt~l-P, Rev. U-15'1 lJlakf'll the dlstln<'ti-on ,oD'ewbat clearer, mo!lltqr-
lng arid possible correctto~ f!l'tq~·pr<t'tlle~ may stJll ~ u~ssary. · .· ' ,.· · 

~ Other bllll'k items for whfclJ Inadequate space was·provided were "addlttonal 
remarks~ (item 9), the ]IAtipg of commoditi~>slnvolved in the reported tran!J&!!tfon 
(item 8)i and. frequentl:v, HI t1ie event t'bat a group of countries was tO be listi¥1, 
the listing of the boycotted countdf'B (item 3). . . . . . ·. -:· ·: ' 

In sum. the design of tbtftm;m used by tht> Departmf'nt of Comm~>rce to cQlleet 
reports of ·restrictive trad~ prii.(i:ices appoars to re1lect Department decisions t.,
avoid.alltitbulations of ~8 datil not stri~tly rf'qulred l]nder the law. '.l;.'be regu~
tiOII8 p'!r~itting the ll8tl llf quarterl:y . ·reprlrts by letter app"'lr to ·qave ·ootm 
·amended tn 1971 without r'!'fe~Cf':to tqe 01fl."'e of Mapag~m"nt and Bu~g~t. It 

·!is df1fl.cult to 1m. agine,bow t .. h\q:>epa,..tm~nt of Com. mt>rce intended t~ ChfC~. to ~ 
- .'!-f ex~rters were filing reports, ~ requl~ let along performing ac~u~~ f-!lPtjl&"' 

·tlo118 ·of the res'ults. . . · ; , , · . · : ' . · · 

,. 

. ' 

I 
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\ Li~. ~·, , ., ,. . \ 
·) ;.· r, ·: LEAGUE or Alt&B STATE8, 

:·1 ' CENTRAL OFFICE FOR THE BOYCQTT OF !BIUJ!:f., . f·t-·:' .. . . . .. . A tlfiUit :11,1976 •. 
\ ~:~·, ,' "" . . ' / ... ' . 

prsTRIC'l' CoMWil'T'E& No.:·12,•·••! , .. ': ~l' · · \f1';~·.i , .·:·l . . , I· 
. ;NATIONAL AssociATl()N OF ~f~~~?"IEB DEA.Ips, INc.,. , ·~ . ,, i . ' : 

New York, N.Y., U.~ . ..L• <·J;·:: ·" .~.. l · ' . . 

GENTLEWAlf: With ~fe\:e;~'to yo?ri ~etter of~~grist 10~ :l9f5, we lU~fe ~ 
bonou.r ~inform iVI.J .of ~iiHollo\flnr; :. , : • ·. ·. · ••1. ' 

L The l's~ .of eoiJ;lp!!,~Jl4i}Pteottef) ·pf fbe Arab countrles·.ts qptte chat~geaJlle
where nrupes of co~panl~~'~'11t deltttj«l from or pdae~f'to t~ freqqently~ :'fb.e~ 

!::e.Y?~. )V~l !lPPr~~~i~~~~~~e ~Jf~rt In a :~.~~~~1t t~ ,u,~P!Y??u:'1~~ t~e 
· 2.·:The .At11b boycott;'#.l~r~t\. h142·~.~n ereate~.~Jn '~~:early fttfle8 ~<!eli •. 

decision taken by the Co~ ! ilf tbt 'LeJlgue of Arab· t!'tates. It 11,1 carded put ln 
accordance w1tb certalplnw ''A.nd 1111el!'ln force l:b thl! Arab countrl~ !W'e send 
to yon enj:losed be~e.wlt)i; ti~.~opy ot a 'statement ~ile bi H.E. 1tbe ~ni~ll-

. sioner .GeJie~l on ~~ ·f!·tUflt\:~}lJects §nil measdi?l. ~1. the Boy~~\:- 'l"'e lit'lhtvtr 
:tha~ the sat~ statem~nt cor.~.t4J~w. a,nsw~fl! tp. the quesdcinS. you rai~ ~~ . : . . 

: :t 'Die 4,ralJ Boycott ~ntfJlqdttes is 'feB.dY to·l!~Plf'·;;ou .with fhe ~ec~SS4l7 
lnforma.tiqp oo the litatu~ Pf'll JJ.ertaln ~mpany hq]l. e,JJgbt 9f the tules {It force. · 
in tbP. Ara,. QOuntne,.s, Yf!U ~bld tnquire a.oout the Eiaill from the·Regional Oftlee 
for the BQye()tt of 'r:l¥raef · ~ 'lJi' Arab rountry wJtJI ~lch the deallnp .w111 be 
made aft;er supplying tlte~ "'V~lll ~~ ran name J!.n~ !ftddres~· Of 1hE!>i!'Op.lpllll,J' 

1 
co;:~~~.> .~;:,; !~\::: !(;' . , . ,! . • · •; ,': ;:, 

Very truly yours, '· . ':.: :·~- ·· .1;: · i · · · ' · ; · 
. . , .. • - , ; : ~~~OHAYM. ~lf.MOUD- 1JAHG0~~--. -· 

\:;:·':i· , · ', 1 r .opqnmiusUmer G¢11f,1'4J. 
• . J ~ -- -~ • ; : 

NATUB.Ii qJ' T"E ~1!.4.B BoYCOT'f or IBR.&.EL • 

(By B'. E. Mohamm~ Y~~Q\ld Mahroub. OQPl~fs!iipner•·Gener!ll ot ~~ AJ8,p. 
· · ' · •.' !Boycott qi Israel) . ' · ·. · ; : , . . . · 

$ • ·,;· . ; : _. .• : • • • 

The Arab boycott Is bottt·a p.-ev~nttve and a defi!Illllve mea8uft.: It is· a pre
. 'Ventive measure because 1tll! pprpo~ 'k to protect 1~~ ~ecurlty -pr'tqe 4.rab s'tateiJ 

1 from the danger of Zionist Pfllloer; lt.ls a dt>feqfi!lVf xueasure· b~use ftil bl\Ble 
objeetive Is to prevent otbt:l' d_dmin!l.tl~: flf Zionltrt. c~plfal pver 1rab N~tional 
economics, and to pfeveut tile econOJiliC: force of tlje eur,xny, which ~fl well studied 
and P.lanned, frotp. expanslpq ~t thE' expense oft~ 1J!f¥rests Q:f.t~ ArB.~ ·• 

·'fb.e Arab Boycott is also Pfi" tolerant naturE'.llt li!n•ery C!lre,..ql not to· har.m 
·the interests of • forei~· 'pt>mp.,.nies ·.lif'd their ~li~~olderi; ~· IIQOn :Ss U1e" 
Boyco!f. Authorities ~t l~pt:Jlli\Uon t~flt a eerta~·l'1l.i!Jpanv or 'CflJDJJilni~s h1Jte 
established relatlonB :with (lira~, th~y·.make ciltlt40tl! :wjtb them to· find o)lt 
the truth and the ~tu~ ·of<these relf!~lons. If It .turnif out that tl!~~ Iiilatl()ni! 
do not go beyond pqre ordiilar;v burilipeBl! relations, ·hie· matter 11!1 over and deal
ings wih su(!h · companiei · ~i'e' :~pt reStr)cted. On fhe 'othf!r hf\nd, U •tt f'Urnll put 

' that this relation is of ttl!'!' typ\! which· Will supj>Qrt·:the r.coMmy of Israel or 
strengthen ·Its war effort· find tpus t~erie Us aggr~ssth~ aml;itions for expansion, 
the company wUl be told" tb'at this remtlon is harid.f!il to 'bl: interests ;()f we 
A.tab states whieh are sftlf' 1~ a s't'l.te of war . .\vfttr ;Isral'l: alJd i auc0z:<lj~g tO 
the Jaws lllld regulations. 0~ f.Pf_i!e state, ... they ha v~ lf> :1\rohlbit any ld,ealfrigs with 
theae companies if they matti~ain th~:r relatlonlt with Isrlle1. Tb~ ·company !is 
then left f~ to decid~ whfitlier to de~l·,witb the'AUQS and ,thl!S terml~ate its 
relations lvith I~rael, or ~·l¢1W deal\i!g' with the .. rfi.bs and coutin~e its ·~Ia-

, tionA with' Israel:.-... · '·'· ·•· ·~·\ ~·: . . :. ; ·;: . : ' . 
The Boycott Principles are al!ID 'Very far fron1 raclal or relhdous inflqences; 

It is practiced with all persnpl'i-natur&l or moral-nptwlthstan4ill&' . their pa
tlonality or religion. as long as .they 'support the oeconomy of Israel and ittt war 
effort. In tbiR J"PBl"ect. thE' Jfp,y~ptt AutJIDrltiE'S do not dljlerim!no.te amoilg rel"'lOIIB 
on the baRis of their re1idon ornatiomtlltv. t.b~>:v rath"J'«1o so on the ba~<ls of their 
partiality or Impartiality to Israel ani'J ZiOnism. Nothing can prove that more 
than the faet ~hat Arah states dl!lil .,rtth rompanies iJJI\t are ownf'd by Jews who 
are not biased In Israel's favour and did nothing ·~n'ftt f!upj:loi:t is ecorioiny or 
strPngthen its military effort : while. on the other ·band, Arab states h11ve h"nned 
dealingt~ with foreign companies and fil'lllA owne-d by Moslems or Christiaris, 
becalllle such comnanles }lave done things which bave supported the ep()nom,-
of Israel or its mlltt.at't. ~tfoit. · · · · , · · :• .· ' · 

The Arab Bol'cotl. n. ild(litlon to wllat was said ahove, is of an 11itern~tiopal 
IPg'\1 nature: It Is tjiittt {)lJ. ·two factoni which wert> approved. by legal t»~Pemi. 
that th<>y d{) uat: l"Jo1lif~ dny of the pr0\1sion~ of tntemationallaw. It is alfio 
legally adm1ttNl that Dfticlal boycottlnir Is lef!'Bl lp. tlle Btate of war; lt 18 al.so 
considE'red tl!~a1 Ut.tbe state of pE'R('t< If used for puniFbment. No doubt that pae 
Arab Rttltel! ari.- Iii l fltate of Wllr with lf'ra"l. Cof'&l.l!"-flre or flrtnlFiticR of lln:V kind 
dOPfl not Priit ll. irta•.P of l"'U. ~eronJing fti intematlt>l!allaw the Arab 11tates·haye 
tbe full rigHt tb take meaRurps that a,. nec'f'ssary to prot~t their security and 

· safety agaiukf; their enemlefi. as long fiS a state of war' still ext~ A few lepl 
. uperts say tlbit the armt-iee between Israel and the Arab stat~ eanno~ ·be . . 

' 
' ' ... 
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· eonsldered a state ot war, but the majority of legal experts In International 
.law .oonsider boycotting· as legal In the state of peace If It J.!!. used in response f:O.' 
lm fnternatlonally f1Jega1 . a<.1:ion. Boycott Is a p~edure :wplch can be used by 
a state to _face the. ha"P.. that 1t suffered by illegal actl~~ performed by some 
other state. The pu~l 1s to make the violating 9tate t~spect lnternatloilel 
Jaw and thus stop the me~al action. In other words to fa~; 1Uegal1ty by "legp,l· 
tty". Israel Is still occn_Qying Ar.ab land, but it usurped the~ rights of Its ownel'll, 
dispersed them outside thelrbome, and Ht>ized their money 'iihd property In addl· 
tion to Its continuous agg~esslon against Arab countries neighbouring Palestine. 
No doubt that all th~ 'ahtions are 'considered tllegal. Thts was the resolution 
of the Secu:rtty Councl\. 11). maiQ" of Jts meetings. Thus if we ae<·ept the opinion 
of those few legal expert$, who say that t.he arml!;tlce. putS an end to a state of 
war,. the Arab Boycott .wfn temaln leg·al according to Jntt>rnational law and to 
the opinion of the hJ' Il)jlJ.o~J;): 9f lt>gal experts, on thr: basis that thi11 boycott 
Is a punishment for an m~ii'J a cHon. · . 

This Is from the pohit;f# .ylew. of hth•mational.law. As f(}r th~ polllf; of vl~w 
of commercial law a~pted by 't.he W!Jrld, tht> Arab ®ycott Qf Ilirael is bunt 
on. well kilo~ legal found~ttlons; lt.ls the rules:'''1contract Is the law cit C<)n
~ra~~ng pa;~ies"; ap.tt · p~Jty h!lli the right t~.put.:l:he term* 'fplch It fet!\8 
are S'Qlts,ble to itll! 111 , II ; ! ff!e other p~trty is al~ free, J9 !l¢cept or refnBe 

• the~ terpl8. If it ·aceep .t~Pm .. tpe contract Is thWI co~<·Ju(led, and· It lf x:efu~ 
them the c:outract wm n~t'be .coJicluded. Th:" Arab' ooun~ri~ mt~;ke f!ertaJn'te~a 
to establls:Q j:!Olpm~rclal. · lt:Jat,f~pt~ wJth foreign <.'<.t$~e_J in. ·qrqe_r_. tp. stqu~ tljli.t 
their, caplt'~! a~d econmqy! ib(Jiot gq ·fO 1.\;rael. TJlls :.~13 do.qe tp ,gu~ranf~ Jt• 
sa_. fety.a~d protect~~. ec~.o-~· ._.tr?rei&!l ~'P. untriesJlre tree to accep~it\le'se t~r~• 
or re~nse the,m, and ~t'p . ,not hi;!, '-'flnsidere(I .mt~rf_. frenee in ·thBlr d.'4flls ~ 
the part of the Arab st:atfi.··;; .. ~· . ·' · · 'd.. · , . f · : ·:. : · 

··,,," ·_ : ... : ..... ~~S';• --i • • t .',.~· · . ~ .. , .~ t·~ 1 .t 

Reasi'.YM wlticl caJl f.or Jit.it~.~r!ii• ,the )jame of a jot-eigti comnCJng· or :fl,i-m an tlwl 
black Jilt • ' ·. 1 " ·; · · · ~ }. · ·• · • C: · • · 

These re~Jsons ~uld,·b~ '~Wittl &umm~trlzed a; .tJl&~~: ~ep • fo~~~!;D· co~ 
·pauror firm carries out nny: ~ction i~ Israel which ~ught suppprt its .economy, 
develop its lndust.cy or fnorea:~ thf e~ciency ot it11 '*dlltJlrJ'. effort. No·~oubt 
~at these things are cle~r. ~qough auq e~ery ~uch C!)IpPany or tlpn CJiil kn9!'9' 
whether its 'actiO!\ falls P:ll~~rjbe aboy~ mentio~~ f!lftor& ' ! :.; • · 
Does ttntruc or inacof.erate (t~-{L?f!iuztiott 'result in lipnttf;,.ll dealing wifh a f&relp 

oompa'fl.'l/ or joon.datJintr '• .• . .•. . . ., 
i[ am sure that sueb a· tllhi'' never bappened Jn tbll past and wJU ~nQt take 

l{la~ In the present (lr f:Pf 'trn'Qfe, because banning 'MJl not he ~chieved t>xcept 
a:tter assuring that the fQf~ •· co~~P-7 or firm. 'h .. ~ ;com~ittetf fbe tiula.ti1)nt 
1Ul. d after .con. ta. ctlng. tbe_ ... li~l . ~mpany (when th~ rll'. f}rtn_ation il~•.not fllOm IU1 
offic~al source) and ~sklqj·tt ~. ex:plaiJ\ its attltqdt!'<t9 the char~ dire¢.j;ed at 
lt, or at least deUf It. ' .I f . ' · · • . ' ' . . . " 

· In order to be sure th~~. ·~e:'comJUillf. luis re<.'E!ived· ~Is questloli' or :\V1lrtllll(, 
~e Boycott Authorities ~l!~~4'ff<:etve Jlack the lll'aU!na recetpt ~f ptat.~rning 
&gned .by the said company: 1111 an ackuowledgmept qf .receipt. · ; · · · • ' ; 
~ .Evep In cases when it lM 11~fHllte thAt certain com~il\etl h~ve ~abllshed fl!}a· 
tions wltb lsraeJ in the iiiantiflr:lmentlo~ed aboVe{'df,'!aUng wltlt .such cOnW!Ulle& 
.wm not be banned;ill !ilil~'·~ the geftnite pratif.....:.tmtf' after :th~. compal]-Y 1!1 
informed and asked to sevl!~ 111tch relattons, if it (eelit-.~h:lt its h:~:t~~~ l,"equJ,re 
that; and then it should prq¥~ tl!at it bafl ifone so. ! .r ; ~. · > ~l• ; . 

In cases of this eort tiwp · thlilgs U~lJally take p~ce-: The coinpf!.ttY .lnll7 aP,· 
inver the letter of thl! B03-~tf~utllor1Ues admltfiii!(th~tJ~ ha~ ·cp~~t$4 ~e 
violation mep. tloned ill tbf} . and i!d·e~tdy to se~t!e r.;p.ie matter•by $ev~qg ~ 
violating relation. In th~. . j:he Bo~cott Aut~~Jtl~ will giye ·~e co~parjy 
the time needed ~or the S~tt.ltiiDflilt qn4 ·no action Will- e taken ag_af.~~t Jli~ fOzW
pany, unle~~ it )s proved~·~¥t 'the ('()~pany is try PI( .. 1 de~y .tbe settlem~m,t 
1n order to avou:l bqycotti~g; WJte ooqt.pany m.ay, :~ if-he otb,er ~~nd ipwt4 t4~ 
letter that It received aqd ·U~.v~ it unllJlllWered V!ltlli'Q1 the reasonlll!l~Jl~7~ In 
that case the question wilf bifP.ut to tl:!t\ .C'onferen~ ~t·'lhe Afab boycott 11J · of4er 
to take the d~islon of bal!nt!\ii'Jlealintts with the ~~l*.llY· · '· . : ., .• · , . · ! 

1, "'ould like to .say in tbiS'-~llttection that this arp~tigeme~t eX~lddes fprflp 
comp8llies Pf jirms -yvhe,!f' lfHF. 'prQv'Jtcl; ~b;r d~fini'te ~f,I!Jen~ t~!d :~h~r; .. tp~ir 
proprietors or ~ontro}lers; ~~'Zlonillt lnclinatlon.s::-slJl). as contlnubUS·<:Oiltl:iM· 
tlons !'! l!].rge timounts to ~~H!J.r othe~ :Z?onist o. •rtailization~ or~su_ ¢ll_. a_ .. ~ ·f.oipip!;t 
Zionist organizations .ot: ~cl!~l!!f!; or sue~ us world'nj;' !>neniY ~ga!risH~•T1lb;l~h~~
estsaqdp~niotingthein~~~!toflsrselorworld~l~~· ' , ·i~l' · ;:' .:. 
· No re~J!.tions·~ll ~ 's!ilb'1\~ wit~ s~ch comllj4m~}becapse \t ~ail 'ilctu.allT 

.-.proved by experlence tha'f.li\1~ rol).lpatu.es take ~~v(p}tjlge of :U!ose· rela'qopa 
· In order to dS:m~tlie Arp~ lnt~ttst):.l'n4 prot'lll!ate wo:"ld 2jtp~li"Dl. ; ' . .- ~ ,· ·· · · · 

-- It is worth mentioning 'fllll~ •!n spite. Q( the fact f.Pttt linndreds.'9f· oompan~es 
- are PU! ~m tll.e blltck ll~, .fl:i~ ;lJ(jyrott A'9fboritlas~l\·lll"ehallen!re any· cl9.l$ ~ 

any emnpany was so put ujil~ t~at. w~~ ba!!t'd on ~ t111t> basi& and autbenfic 
.. ·facts. ~11 through the historY· pf the Arab Bl!ycott not a single C~tse was IJrOVf!d 

··to be p'ut '011 the .black list "O:rNlbe basis of untrnt> or ~naceu~te information. , 
.JB it p6sBibJe to f'et1W'tie lhe ~~me ol a jr}rei.gfl CfHUJJfHf.Jf Or flm~ 'from J/l,e>f}~ 

liBt1 · r .. · I . . . 
· ' Natn.rally it. is possible to'·qet~t~ eallily the name of any foreign ~omppny 'or 

firm frolll the black list. · . . · - . · · r. . · ;:· . • · 
:£'bel bauned compauy Ca.D. "wiite tQ ap:f of the Regional Boycof+ 'Offices h1 ~Y 

:Arab country or directly to tile Central' Offiee for the Boycott i>f I~rael. to. fnqutre 
what doc~nts are necessary jn ordt>rto be t>l:clndPd trom th~ ban and'tp Qec<>jne 

. able tO~fe\!ume activities tn.tqe 'Arab·c;olllJtrles. 4ft soon as this letter rf!acljes 
any Qt):ht> Boycott offices tlie ai1Swer tp the comPltnY in question will l~ !J&nt 

• the sanle day, stating the nece$88.ry documents to ·~ submitted. ll the ~~PI\Il.Y 
I · -; '! . f • -~· . ' 

,. 

' 
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ptoduces the required d(!Cpments fully and completely and 1f the document. 
are clear and correct, then 'It Is possible to remove that ban within thret- montha. 

· as from the date of presebting the documents; Thr~ months ls not a long time, · 
tsecause those docume-qt:JI:' ihut!t be studied by the concerned Office; then tbe7 ' 
slioutd be sent to the Central Office for further study and . at the same tlme, 
tbe QPlnlon of other ofD.ces'in the Aral) countries should be taken on the matter 
of removing the ban.· -·~J:. , · •· .. ; • · • . 
. In the ease of comll'l\nieil when· the ban cannot be IU'ted except after a lonp.r 
p~rlod of ti.me, the reasnri· !fir that Is not dtte to the slnwneRiiJ.or l.nt>fficlency of the 

·.-Boy<:ott Offices; lt ts alw~:rs dne-'to Jhe delay on the part-of. the company con• 
'cerned .in sqbmlttlng the 'ne<'e!!.~!lT1' documents required by :tbe Offices. 

,, On the ofber band; -tbe':Boycott Offices work with complete freedom and la 
compllahee;with the Boycott law and regulations. It Is Impossible to violate such 
Jaws at any eircumstance!il or under any pressure from any_. source, regardless 
of the person t.>xerclslng ito On the c()ntrary, those Offices·never allow such things 
to takenll}ce. and tl'lanlt GocHp vfrd'(!, , :,, :•• . . . •• 

. Finally, I would UJte to:j. tbe;fl,. that C!IJD~lft!l~s \fhlch J>~tlf thilff 
~tull and 'flave t~elr narq911_. . ted._' . • the ~l~<Jlt-''ffst a~El '~tv:~~ .p · el~:!Jf.~ 
trmes as m!Uif as ~ose ~~~~ ~~.~J~ aie n e list. ., ~ . · ,~,_' • . 1 · . ~:: ~ k . 

:, ; •• !. ~ ·.::~:ib:~:r?J;:i t.,· •• · ~:,r·:·.t· ... 
' . '. . .. {~:1'-.~~i 'J'. ·' ·fi ~·~ ...... ' ) --~,~tl·~~'' ;~~J l'~':J.; . :~~; ·. 1 ·I 

-~.r.~i~t· ;s" ~··!' ·,. ·· •. ~~:1! ·• 
~t~:i, .. : . .. , ~ • ' ~ t .; . . 

~1~.~~- . ' ; ; -~ ;: . ·:· 
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LEAGUE 01" A~ ST.A.Til:s, 

CENTRAL OFFICE FOB THE BoYoorr oF IsR.AEL, 
September !9, 1915. 

BULOv.A. WATCH Co., IIm:;' 
Newl'ork,N.Y.,U.B.A. :~' · · ' . .·. 
GENTLE~EN: We ~re :hi re~pt of your letter dated SeP,t~I}l~r. 17, ~9T5 apli 

are apprecllltlng your reqpest ~p know the docu~lmt~ you 'will haye to prest>Jlt' 
In order tq enable tbf. ~. :r~.:b- ~fli)'{!O. tt 4'dtborit:ies. · tp ·CfJll .. shler removing. tbe ban 
Imposed by your compw,, P.f!d ·rts S1JbsJtliaries. 1# tlie .. Arab w~rld since 1000. 
In this regard, we wiM.h';t(tpQhlt:put tb¢· t:ollowlJ111:' · · ' · .. 

· _ The reliab·l.e lnform~tti!>~. :W~· .. lt~.ve f\<'Q. ylred, whlf!)l )e(J to bannlpg tra~sactJo:Q.a 
-with your f.OJllpany, lndi~.~. te.(t])..t;i t tlie···JJ: p,Jova Fo~d~. tl.·j)n. which. 18 fi. uanfed: ))1 
your COm}lany, .g~ v~ 'ft CRWP1~t~~ waclilf!! factory . Israel R{! a cpr~sent' au~ .re-
fused to give a simllflr ~·ct{i~ytfo tb~·lA:htb coul\t, · ~r4Pfte pur j:>oppt~ wltq .t 
tbrough o~r J~tter date!J ':!1!1~1{. !f 1~, ,J,~. There ., J!!!J'f. be; docufn~nt»·. fiJ!l ~11. 
have to pret:e~t are thl! fQ[IQ~!iltt:·. . c!1'" ~ 1,: ~ 'i ' ' ; . . . . . :·;, 

L A de!!laratio~ cpnta_~tlln. J· 'I:!Oll).plete ~nswers ~. J· }it! followi. ng questio1111! ! 
Do you. tbe B.ulo!a Feu~c:lJ6P'rr a,n!i/di any of. ~P lt·.!lnbsi!Jfartes:: . · . ·: · 

Isis~~? Have now o: evft}h\/ ·~~in o~ rmcb fa~;~~ or fl~~~Iy plarta 1p 

_ (b) Have now or e\·er ba(l gelieral o'!fk>es In Isra~ll~r fegional or international 
~operations? . ;· ;· :' · i · :. · .; · .' : · . · 

_ (c) Grant or en~r grantflll'tbt right of· using tlletr ppm('s, trademarks, manu
facturing rlghta, pilf('nta, .lk'tips(!!J, etc. ; t to Israeq pe~;iKJnS or fir!IIB? · : · 

· . (d) Participate or ow~ B!li! ~· now: qr in the pa!lt.'::ln Isrjl.eU (lrms or ~usl-
·nesses? .. ,, ..... . . . , ;. . . . . . . 

_(e) Represent or ever. ~prelir~ted.:tih':f Israeli ~rm~~r busine~ In Israel or 
-·abroad! ' .. ~ . ··!. ., :· ';·. o' ·, • 

. (f) ?lender or ever r7nde~ ·!lny tecl~P.!llogical ~ssllilt!lnee to ~lilY Isr~eli prm 
\or busm~? ·: · ···:1-· ,• . '·! , ,1 . . : 

- 2. A. statement lj.how!rig i~f!' nftm~ arid nation4llties of all J!O!llpani~ll Into 
'Y:bi~ you~ company and t~t l)JdOV!I; ,·fpundaUo~ hl>l!l shar8!J er .wJth w~\elt 

'fhl!/' ate associated, 8.1! wen ·~~'the pe~ntage· qt t}l~ ~sbarebolfiing a$ to' tp~ 
total capital of each of the~ .. · · . · • ; i .' , : ! ! 1 · : , '· • · : I .. · 

. 3. A. copy of the ArUcle!( ot .\SilO<'f$t~qtt of the BylP.y~!;Fonn(latlpn. . . i i 
4. A. l!tatement '!!Mwlng thfl e~pct apdid('tailed Dllf'fll'lc! of reiatl(msblp 'between 

your company and tbe· Bufpn 'Foun(J.aijon eitbef materia11y or ·tllorft,Uy.· : 
5. An ofticial copy of Ute ~i:tl9les 01\ :11s8ociation. of. your company. ' · 

.6. A. detailed statement Bbf1wlpg all do11ations or 'J!UPSfdies given by tbe ~ulova 
Fonda tion . to Israel, includ!Qi , t!teir · pr~ent of wat~ · or macQine fa~tqq tp 
Israel.;- . ,,}: __ .. '~- I ··; r ' '. . . . ' 

. 7. A document to the etreet lpat your qompany, the :QuloVIl Foundatioq, ~tnY of 
their subsidiary compa.Jli~~; tht# own('~~r the Dlem~ o~ the Boards P.f Di
rectors of all of tl?,e said compa~,., are pot joining !Ul)' on;amsations. comm1~ 
01:. s~ieties workmg for tbe:Jm,erest8; ()f Israel 4r flhml~m whetber tbf!'y at~ 
situated inside or outside ·Jslljlel: as·~n as the undf!r'takmg that. of tbe above 
organislrtioqs, committeE'!'~ ~r'11ocleties 'Jlf ~ve or collect ·aonations to any of .then!. 

8. An un~er~king'to the .. ~~ that 'ttle Bulova. l<'oupdation will ~rtorm, lp 
regard to donations, a simllilr.·a~tion for tbe ben('ftt-of.tbe A.rab,countpeg af leflli't 
similar in volume and n11.f!lr8."'to ivhat'lt ·presented Ito lsraeL . ' : . . . . • 

JJe sbou1d draw ·:vciiir kihd 11ft~ntion' 'tit tlle fact that (Ill of tbe above ri>Que<>tep 
documents should be qul;r .certtV,ed by ·:your chamher 6f commerce or indut~tn, 
or·-;xecuted before a nol:alj pbWh.• 11nd t,llen autbentli·ated by the closest rnni'Jlj· 

·tate or diplomatic missipn of.l\riy;;Arab:('Oilntry. Moreover, th~ legalif;ffi originalS 
o:t tbs-&lid documents will qa:Ve J:o be a~mpanied ¥itlh an Arllbic translation of 
eaeii of them in 25 copif!S,. .. ' ''. . ': ' 

'Veremaln",-, . -:-~·.:- *· "' • .. : · · 
Very truly yours, ;. 

MonAvvm l!l,.nvouo MABGOUB, 
Central 0 Jlice for the B ogcott of, Israel. 

' .... 
'· ... ... 
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Especially basic to the f'O»~u~ ot ~~ne~l MqtQts ~q!fiueS!I is Its h>n~·st~ndiJJg 
worldwide policy agai!lllf 4li!Prlp:tlnativl] ,or any ~lnd •tn t'!llploym~pt practJ~ 
We extend employment <lPJ!P.~fU)lltie~ tp qualified A'P~ltcants Ain!l e~plo;ves . .an •tpl 
equal basis regardless of {Jin!;: race, ~lor, sex, rtnlgfl)p, ppUticf!,l PfrsuaslOn 91' 
national origin. In t~, tlO#il~tion,: 'it .. 8 candld,flt(i '~eleCtoo for• a:"· ;overseas· 
assignment were refuse() D :t-111a on IUlY"~asls, we ~fi'IJ~tl:request ~e JJ.S.J!e~·· 
ment of State, throng~ dJJ)lP~Il~C ~b~~'~ls, to~ ~lffi'Y r~r thr c,l~~~~a~ · .. ~ • 

. BUSINESS 08 TBApE ~d~MEN~~*ITB ~ pP~1~ Olf 18~ : • . 

Consistent with the abQvei~Jt¢es, G~ij~ral Motors ~i~s Ita products to'dlst.rlbn
tors, deal€:'rs and other Cl1St6W~fR in ~r{lel and 1~ A~b com1tpes and '"¥~ Jl4l'
tlclpate in 11. reeent)f estallllphed joi~t; _xenture In fJalUU Arlibia whiqh ~ntem
plates the asorembly and salf! :Of vt>hicl~ m that coqnlq.~It would :be our inteutiC?n 
to explore Opportunltiet> 'for.\ Ventures ·i .. other lllld~j!.tfj:ern countries,, fnelqdliUf 
Israel, and we are not lhtdfe'ti;;~or wo!Il!l we a~ · · llmif:e4, in any way •n 
sueh exploration otqer than 1J,y·the eebq~mics of th . ture its~.", ~.e nature 
(Jf Ckneral Motoril bu!li~I!Bi~ ~ch t~af it is not u~u· , or~ to'putcllljse :l{oodr$ 
qr material!! either from Israe,.or from •Arab couutrie~J.. ~ . , ' . ; ; , 

···~:~;.~·<_· ·~·:~·. t~~:~·::~~ ! • 't :< : . 
ARAB COUNTRY DEMANPS O!t ~!'IQV_ESTS ,4fJ}-GENEBAL:'lof~' POLicy AND PRACTIC$:8 

· WIT\f.~sPECf )fp COMPqA!iiC&. ' . 
. . .. '•· ' .. ; 

We are aware or no comffl'unii:atlmrt~ Gt:.nt>ral :Uotqrs or any or its otli~rs or 
direct_ors ~emandi~g or rfQUe~!lg that General Y~t~rs,·discr~miuate a~ainst ru,.lY 
Amencan corporation bec~tu~fl. iif its ha\llug Jewtsh ~frectors, ·stockholders, ofQ
cers or employees. If there ·wfrb: any suell demand~or ;request it would 1~ agairu;t 
Genersll\IotOl!S' poJicy to coni .liJ- .;,;: ;, :. ·.\ ' ' . . =.' I: .. 

Occasionally Generlll ·pas receiv€:'d inquiries· as to if:a relatlf>~s with 
Israel, one of its lme1i, . . , '~utm'l!, ~f an Arab)lloJ<Ytioo COutP~ny. }V~ ~a:ve 
replioo tQ these by turn18l1J.ll#: ~e rt'Qli,tlft€:'d fact~fl,'lip(ilnnalbm ,in a reai!Qq4ble 
etrprt to '\Void being pla~ . .on 'ap Ara5 Boycott Usj:, eX&pt that w-e 41lv~ r,efus$1 
to supply· nc;~npublic lnf~l.i~- Onr •pustness P4J.tpi~ and practlces·bav~ n!>t 
been atfected by these lnqfUries:O:· · :·; < • ··; ' · · : ~ · . ·· 

GpneraJ Motors has·re¢etlif<t·occasional ~?quest;; f!!>~ Antb epuntrl~·t~!J.t. ·it 
agret- not to particlpat~ i~·.(qtjl~ dealin~ wttb Israel 'b,r with ll!lraeli '?PlJ~npes. 
General :Uotors has made no· such a,greements and would not· make any,. such 
agreeJnenfll · ·' · · :: i · · . " • :, 

Just as any other American l'l'lmpaQy Qoing business with Arab countries. Giln
eral lfotors nlso receives requests fQr ~rtlficatlon·as to: the origin of products 
fnvolvoo ill a particular, transaction; thl" borrott $tu$'or the producer; ancJ the 
origin and boyrott status. of tbe ves.~el trammortlng the'Joods.· As yon know, such 
tequest11 are prenoqulldtt>M tq· payment .. rt~mmlarl~tiob or. documents and/or iq:t~ 
portatJon or products In '!)arti<'nlar tranttnetions and we'bave generally cOinplied 
with thE-m on a factual basts: W~ don't-iielit>Y(:' that these types ot certifiCation by 
General Motors further the Arab boycott. · .· \' · . · · , · · . 

It bas been brought to our attentif•D, llowen~r, that ·opr compliaqce With•some 
of the above certification reqniremeQts ·is a source of eoncern to the AJC. We 
lire, therefor€:', willing to em1Pavor to snlu;titute the tpllowing certlfieatlon8: The 
products are exclusively of U.s. origin; the prod~cer of the Pt:oduets 1~ General 

\' 

\ 
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Motors Co,t'p()ratl~m; the pro(!ucer of the products 11 _____ :_ ______ ; the name 91'. 
the ¥es~118 ------------:and it Is owned or chartered b1---.--------- ''. 

We h:· F-e, of course, no assurance that such changes would be acceptable to Am.,, 
countries. ;. \_ . · 

Another certification whlch some Arab countries bave required the exporter to . 
turntsb, when it Is responsible for insuring the products' being shipped. before 
the sblpptng dOC'Ilments will be consularized Is a certificate Issued by the lni;!u~~o: 
ance carrier stating that It ts not on an Arab Boycott ll'lt. Consularlzatlon 1& a· 1 

pre~ulslte to ~yment tor the products. General Motors has furnished such a 
certift<~te Issu-ed by the company which has teen its marine lmmranre carrier tor 
more than half a century. We. have be!>n advised, however, that the lmmrance 
com,reny will no longer Issue l'nch a certificate and we are endeavoring to have 
this Arab country n;quirement eliminated. · · · · 
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