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THE WHITE HOUSE

WASHINGTON

September 13, 1976

MEMORANDUM FOR: JACK MARSH

THRU : MAX FRIEDERSDORF

FROM: CHARLES LEPPERT, JR.%‘
SUBJECT: 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 by the Arab conntries raises b‘asm and often
_conflicting lesral. economic and nolitieal issnes for the YTnited States.
It has brought into guestion the anplicahility of a va,raetv of US.

Jaws esnecially antitrust and civil rightsJaws, Taws affecting the bank- -
ing industry, and securities Jaw affecting corporate behavior and ‘dis-
¢losure. It has also ralsed t.he questlon of whether there is need for

new law.
The Arab boycott is an aspect of the larger "mb—Israeh conﬁxct
- in which T1.S. foreign policv interests are involr>d. The boycott has
had = significant impact within'the United Stites and raises funda-
mental issues concerning our commitment as a people to pringiples of
fres trade and freedom from religious discrimiration. (See pages —).

Although the Arab economic boycott against Israel and its support-
ers has formally been in evistence for 25 vears,: its "impact
throughout the world began to increase dramatically in late 1974 fol-
Towing the fourfold petroleum price increase broaiht on by the Arab
oil embargo. Accordingly, an investigation inte the domestic effects
of the bovcott was commenced in March of 1975 by the Subcommittee
on Oversight and Investlgatlons, Committee on interstate and For-

eigr Commerce.

In July 1975, the subcommittes scnaht. from the Department af
Commerce copies of “boycott rerorts” filed with the Demartment
over the past 5 vears. Pursuant to the Export Administration Act,
(50 17.S.C. 2403 (b, U.S. exporters receiving reane-ts to partxclpate
in foreign-imposed restrictive-trade practi~es or boycotts are required
to report to the Commerce Department the facts surrounding those
reaunests. {See pages —.) -

- When the then Secretary of Commerce, Rogers C. B. Morton, re-
fused to voluntarily provide the reports, the subcommittee, on July 28,

- 1975, issued a subpena duces tecum. On September 22, 1975, pur-
suant to the subpens, Secretary Morto~ anpeared before the subcom-
mittee to explain his refual to furnish the documents.

Secretary Morton testified that section 7(c) * of the Export Admm«-

?b\l“& % 150 USC App. 2408(c).
M~ istration Act pro~ibited him from dis~lo-ing the reports to Congress.
Subcommittee Chairman John E. Moss pointed out to Secretary
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Morton again refused to comply. -
’Tghe subcommittee examined the jssues raised by the Secretary and .

found memlggw On November 11, 1975, it approved a
resolution by a vote of 10 to 5 finding the Secretary in contempt of -

* Congress and referring the matter to the Committee on Interstate

and Foreign Commerce for appropriate action. - -

On December 8, 1975, 1 day before the contempt matter was to be
brought before the full committee, the Secretary agreed to provide
the subpenaed documents. The subcommittee recelves them in execu-
tive session pursuant to rule XI (k) (7) of the Rules of the House of -
Representatives.

Examination of the reports fur'mshed by Secreta.ry Mortén wis 4
necessary first step in evaluating the impact of the boycott on domestie:
commerce because the reports provided the only comnrehenswe data
base on restrictive trade practices: imposed by forelgn concerns on

American business. Tha W—=nrt. Administeption Act is the nnlw. F‘ed- :

eral law dealing directly : ~ith these prartices.’As part of this’ review,
subcommlti;ee staff exanuned at least 30,000 subpenaed reporp dcfcu-
ments.

usinesses “trade opportunities” containine hoycott clruses, the
Co;nmerce Department actually furthered the h“voott by implicitly
condoning activity declared agsinst nationg] pelic Conp'ress 1
years ago. Administration o e act’s boyceott reporting prov:sxons
was so poor that the executive and Consress have been effectively
deprived of data neoessary to fully deal with foreign 1mposed boycott
practices. (See pages
The snbcommittes found that the reporting 7 nractices a.an pohcies
of the Commerce Department often served to ohscure the scone and.
the impact of the Arab bovcott [he subcomm®*tee a]so found that

5 Rit]

® bovcott act1v1tles thrlved, t.he Department gener 'y Jooked the
other way. except when pressed to act by Congress: and by pubhe
opinion. (See pages —.)

CONcmsmns

The Subcommittee finds:
(1) The practices and policies of the Department of Commerce

have served to thwart full implementation of the antiboycott provi-
sions of the Export Administration Act. The Department has taken’
action relnctantly and only after Congress urged it to act more (ien

cisivelv. (See pages —.)
(2) Based on the cott _reports ﬁled with the Denartment the

subcomputtee estimates that at 10N WOILH O - exports

térms. The most common requirements were for certificatés 'bv U.S.

exporters that the goods shipped were manufactured in the United

States and “not of Tsraeli origin”: that the ship transporting the
goods was not blacklisted bv Arabs and would not stop at an Israeli

- port en route to Arab countries.

U.S. businesses were also required to a lesser extent‘——*abont 15 per-
cent of all tabulated renorts—to certifv that thev w~re not blacklisted
by Arsb countries. Only a few reports were fourd sugresting that
firms had engaged in a concerted refnsal to deal with blacklisted com-

; 5 ‘

nature. These mcluded requests bv Arab importers that T7.5. expo
certily that there are no persons emploved in seninr management
who ara of the JJewish faith. Zionists or persons who have purchased
Israeli bonds. contributed to the United Jewish Appeal, or members
?f organizations supporting Israel. (See pages—.)

~
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'(8) The subcomniittee estimates that exporters complied with at
%wmmwmmﬂ in boycott affected
sales documents—reported to the Department during the last 2 years.’
Tt was necessary to estimate compliance because prior to October 1,
1975, firns were not required to report what action they had taken in
response to boycott related requests. However, this does notroean that
all companies actually boycotted Israel or altered their corporate prac-
ices 11 response 1o the DOVeon Jael. ee‘padg% —)

e reporting forms and regulations used by the Department
were insufficient to obtain complete, accurate information about the
exact nature of restrictive trade prectices being imposed on U.S. busi-
ness by foreign concerns. The forms were replete with ambiguities
that made it difficult for the exporters to pecurately complete the
forms. For example, 10.7 percent of all reporting firms listed the coun-
try initiating the bovcott as the country also being boveotted. Stcoid,
the space available for firms to detail the types of boycott requests

received was so limited—t o tvpevritten lines—that mo<t companies -

were forced to either quote only one of several boycott clauses, dttach

“the entire docnment conthining the clauses to the report form, or ‘sifn-

¥1y describe the clauses generically—that is, “.°. . typical ‘boyabtt of
srael terms’” (See pages —:) ' - T Rl L e

(5) The data reported to Coaness'“'as Z}rénerally meanir;gléés‘ and

almost alwavs inacgurate.. The Commerce .example,
tabulated the impact of the bovcott in terms of “tra ions” and not
ransaction” cotl n#ils or a-shipload of

wheat. The bovcott dlduses cited bv the Commere~ Department in its
reports to Congress provided several apparent duplications and ex-
cluded clruses related to blacklisting of firms and religious diserim-
ination. Furthermore, when the clauses in the report and the bovoott
documents attached to the report were compared with the coding
marks of Commerce Denartment clerks purvortedlv statinjg the tvnes
of clauses contained in the renorts. it was found that at least half of
the codine was in error. usnally because it omitt>d clauses contained
in the report. (See pages—.) = R
(6) Commerce Derartment renortine reculations contained numeér-
ous lnopholes that sllawed. domiestis husinpse anncarns to evede the
reporting mandate of the act. includine the follnwing examples:

Desvite the fact that the Expart, Administration Act requires the

President or his designate to “reaui== all domestic coneerns” to report
the facts surroundine the receint of a reanest. o particinate in a for-
eion imposed restrictive trade practice or houcotts, the Comperce
Departme 1 11 _vears reqrived onlv exporters 1o file
the revorts, It wss not_amtil y 3 ]

hanged ats repulations

1 manizatinng « namely.

‘ance companies. (See pages —.) ' T L
jommerce Department reportine regnlations called for “domesfic”
exnarters to file the renorts. Thevefore. some American based multi-
national corparations took the view. with at least the tacit anproysl
of Commerce Department officials, that 2 TT.S_narent comnanv is n4t
expected v onest when the reauest 18 receved by
s ries withont the actial know]-
€dge o1 1he parent.comnanv. Some comnany officials took the posi-
1on that they could estshlish tradine coransnies as subsidiaries in
foreiem countries to facilitate tradine with Arab countries and thus
avoid the veporting vequirement of the Commerce Department regu-

lations. (See nages —.) L o T

Commerce Nepartment resmlations. ostensiblv to avoid panerwork

for reporting firms, require only reporting thé first document received

as part of a given transaction. An undetermined numher of firms havi
reported hoveott reoveste related to trade opportunities without re-
porting that it resulted in a sale. Firms have apparentlv failed to
report the receipt of baveott reauests arising from efforts of commanies
to remove themselves from the Arab boveott list or to renew patents
and trademarks in Arab states since such action would not relate to
a “transaction” {see pages —.) *

" (7) Drafts of the Commerce Derartment reporting forms were sub-
mitted to industry lobbyists representing the Machinery and Allied
Products Institute and the World Trade Department Automobile

J
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Manufacturers Association, Inc. prior to being issued to the publie, !
' Files at the Office of Management and Budget on:the history of the O
reporting form show. no input from.persons outside of Government
except for Ioblzﬂists for these groups. The suggestions of these lobby-
“ists—purportedly - to; reduce paperwork—-were adopted by the De-
partment. Howaver, the Department’s reportin r'e'ﬁulations reduced
“the value and quantigf"df data, without necessarily reducing the burden
« ';'on(tsh)ose who must filg the reports. {See pages —) 0 .
‘ ‘ ' tools to combat some’domesti '

1sinesses on boveott activities would considerably en-
the effectiveness of antitrust, securities, and civil rights laws y
by providing the Federal Government and 'the ,in'{res’ting publi¢ with
more complete information about-Arab boycott practices ahd the re-
J sponses of American, firms to those tactics. Moreover, amendments to _
the Export Adminigtration Act to allow public access to boycott data
and to define impermissible boycott related activitiés are needed (Sep
RS A ok R

N

& and to define in ott i ar | ,
v I,)aﬁ(;? ‘ Ini ed S has a“(’mmnétitivé;s;ﬂv;m o Qver b her i;is. C, : '_{ >
/‘>Q( - dustrial nations in jtg export of .agrienltural products and a large 06’5‘ i,
m .

vanety ol mannfactured goods. Accordingly, a shiftin SandingA_mb
- petrodollars with other countries as the result of stronger antiboyeott
ST Ty e Unitsd Riafos sweeld be Tess Tikely. However, thers

- still remains a need Jor increased diplomatic #ctivity in ordep to mini-

mize the impact of th¢ foreign-imposed restrictive trade practices op
international commerce, (See pages—.) e Lt
(10) For over 10 years, the Commerce Department has opposed
the enactment of measyres against foreign-imnosed bovcotts. Since
“Congress added antiboycott provisions to the Exrort Administration
Act in 1985, the Commerce Department ‘has “rensistently onposed
- amendments to the act to strengthen it. The sub-ommittee finds 'that
vigorous congressiona) oversight bv those committees having jurisdic-
ion over the Expoyt 'Administration Act enforcement of the act is
therefore necessary to haye adequate enforcement of boycott related

t
!

E V_l,{iooni{i?rzixmﬁoks : uj“?,

~

mends ‘ ended to pro- 2y CvEIGY”
nistration Act should be amended to pro- é,m] Vi
from Prayiding information directly or indirect]y:

\)) to any foreign conpern about T creed, national origin, sex, religion- lkv\,b*ul
M or politica] beliefs\of anv citi 44

1 when the person furnishing the in-
formation knows or should know that the information is for the pur-
pose of discriminating against or boycotting any person or concermn.? Y gs[“
' A ,_‘:V‘ > ‘ B ' : ,v -;. \c
1 Pursuant to the Export Admiinistration :Act. and at the direction of P'reslda‘ntf Ford, 0
the Commerce Department fssued-a regu’ation in December of 1975 probifitine anv action

~~*that wonld have the effect of dis~rimirating agsinst U.R, citizens or firms on the bagls of
race. color, religlon, sex, or national origin.”—SBection 869.2 of the Export Administration

Regul ng, : . . .
@he Export Administration Act should be amended to prohibit
. ‘persons from providing information directly or indirectly to any for- W&»‘ at
eign concern as to whether that firm or any of its subsidiaries or sub-
contractors is “blacklisted” or boycotted by any foreign concern.

domestic businesses to provide importers or agents for importers only -
factured or produced, the name of the manufacturer, the name of the

the owner or charterer of the vessel. This information could be pro~
vided on business documents in the following fashion : Tl ’

e e iy
B L e

o s e,
lx"/; ".}!D;)’”'\.
Ao .3

(8) The Export Administration Act should be amended to allow- ) Nt
- . affirmative factual information relating to the origin of goods manu- M_, CJL"O
insurer of the goods, the name of the vessel transporting the-goods and b \(l\.k G@Wﬁ
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The product,s are oxalimismaly of U.S. origin.  ---

The producer or manufacturer of the producls is ___' _________ ~

The name of the vessel i8 o and it is owned or chartered

(4) The Commer¢e Department should immediatelv begln to im-
prove the qualitv of its information collection, assimilation, and re-
trieval system. Toward that end, the Department should improve the
quality of its reporting form to make the instructions easier for busi-
nesses to follow. .

(5) The Export Aglmmlstmtmn Act should be amended to ‘provide
for public gccess to filed reports, except for the descripfion,of the
d their cost so as to adequately protect pro-

commodities shipped anc
p]rig,mﬂ mformatlon Public disclosure wonld aid compliancte with
the reporting requirements of the act and help prevent 17.S. business

from being used as a tool of the economic warfare of foreign nations,
consistent Wlfh the policy set forth in the Export Administration Act.

(6) The President shoul the Jevé] of diplomatic_ efforts
in_order to minimize t e 1mpact i

ractices on America ] These eﬂ'orts should -include’ form-

ng alhances With gther: mdnstrlahzed nations for the purpose ‘of es-
t ing basic international business ethics and standards.

@ iven the Cprumercs Department’s poor record in carrying out

the statutory policy against foreion-imposed bovcotts, the subcommit-

" tes recommends. incrersed congréssional oversight of the Commercs

‘Department by comm1ttees havmg ]urlsdictidﬁ over the Export Ad-
ministration Act.

xw it et
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Cmrmm T—INTRODUCTION

ISSUES ‘

The boycott of Isro.el by the Arab countmes raises fundamental and
Trequently conflicting legal, economic, and ohtzcal issues for the -
United States. It has brought into question the applicability of U.S.
antitrust and civil rights law, laws affecting tlmb ing industry, and
-, segurities law affecting corporate behavior and disclosure. It Has also

raised the: question: Cf whether there is need for néw law. The Arab

boycott 18 parl: of the'largér Arab-Israeli conflict ip which U.S. for-
~eign policy interests are involved and it has haid a significant impact °
thhm the: Umted States. The boycott also raises fundamental issues
concérning our comimitinent asa people to basic princi ples of free trade
and freedom from rehglbus discrimination. - -

The Arah boycott 2 ainst Israel, although in‘\rolvmg a w1de vanety
of practices, takes t:m& Pasic forms. The primary boycott is a refusal
by the Argh states to deal commercially with the State of Israel or its
nationals. An extension af this, the secondary boyeott, is the refusal to

In addition, the rab Q{cott involves a tertiary boycott, a,lso known

ol
deal with non-Israeli supporters of Israel. ! -ﬁ(’h

as an extended seconda oycott, in which the Arab States refuse to
do business with ﬁrms or individuals which are not themselves su s 0
portem of Israel but do business with others who are considered to
pporters of Israel. In other words, the Arab tertiary boycott im-
Ehcxtly or explicitly invelves requestmg a neutral person *A” not to do
 business ‘with “B” bepause “B’ does business yith or- othérwise sup-
gorts Israel, For these purposes, the Arab League ommt pes mamta,
lacklists of ‘firms which are considered pro- he latter tw two
elements of the boveott structure, the se Wts,

carry with themn an 1 LS .
=i] Ee unique nature.of the target of the bovoott Is- ael, presants a

somewhat novel problem in the history of boycotts, one which raises -
the possxblhty of conflict. with U S, domestlc ctvil rights law, This ¢an 0
whep arporate officia rains from hiring: assm;nmg,/
_or promotmg persons on the basis of their Jewish faith in order for the
T _to obtain busimess with Arab countries. Israel is not only a sover-
eign state but one established for the purpose of: providing a homeland 0 { m

for Jews. It remains the symbo) of a worldwide religious/pthnic c com-
mumt,y Despite emg,hatlc Arsb statements that the | bo%cott is not dj
Jews, 1n practice the boye rec o1 up-

1 In an Aug. 31, 1975, letter to the New York office of the Natlonal Assoclation of Secd-
rities Deanlers, Inc.,, the Commisgsioner General for the Central Office for. the Boycott &
Israel (organized by the League of Arab States) stated that “the boycott authorities ‘do
not discrimfpate among persons on the basig of thelr. religion or naﬁonauty they rathér
do so on the basls of their partiality or imparﬁal!tsy to Israel and Zionism." The boycotts'

) “pnrpose !s to protect the security.of the Arab Stateg from the danger of Zionlst ean-
. grevent the domination of Zionist capital over Arab National ecanomics, and

to prevent the economic force -of t‘.be enemy * % ¢ from exp:msion at the expense of the
1nterests of the Arabs.” i

Administration officials have also eald that religious’ discﬂminat‘lon is not part of 'ﬂ;
Ardb boyeott. At & conference on tramsnational restrictive trade practices at the Univér-
gt{r ofl'xl‘lexaisduw 8chool on Feb. 20, 1976, the then Under Secretary o! Commerce Jamdéds

aker Ba’

Contrary to a widely held mlsconception the Arab boycott Is not intende& tn discrimt-

~ nate against American firme or citizens on religious or ethnic grounds. It is unfortunate

that th terma “discrimination”™ and “toycott’ have been viewed by many as being synony-
mous. While a few boycott reques*s have been reported to the Department which appear
to intolve an attempt to discriminate on religious or ethnic grounds, it has been the
Department’'s overall experience that such instances represent Isclated acts of indlvtdna}n
rather than the boycott policies ol the Arab State:. o

orters of Israel including i the United States mzmy of
Wmmmmmnh

The belief that the boycott is based on religious dxscmmnamon tends
to enerate a profound American reaction because it strikes closely it

. ideals. This asgect of the Arab boycott rpices the question of the | AT A,
athcablhty of U.S. civil rights laws to Arab boycott activities. - @ 7N,
aramount aim of American foreign policy is to facilitate a Y
negotlated settlement in the Middle East in the m*erest of world peace. N
The United States has attempted to avoid provoking a confrontation W -/

with either side of the dispute. The administration has expressed the o A
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view that new measures to reduce the impact of the boycott could

‘jeopardize its role.as a mediator and other related foreign policy

Interests.? Indeed, the United States has long regarded both Arabs

2 §ee, for example, the teatimony of Willlam Simon. Secretary of the Treasury, before
the House Commiftee on International Relations, June 0, 1876. . .vy :

and Tsraelis as friends and has sought to promote the economic growth
of their countries. .7, - - ‘ L
Another important concern, inextricably tied to U.S. foreign policy,

‘has been the U.S. Government's desire to foster exports to the Middle

East in order to recoup some of the dollars the Arabs have accamulated
as a result of the fourfold rise'in the price of oil. Such exports have a
favorable impact on U.S. balance of payments and on domestic employ-

" ment. In this regard, American business finds itself in the difficult posi-

tion of being urged to increase exports to the Middle East and it the
same time being encouraged not to comply with the Arab boycott.
; trade i mes eve : d_in light of the 17.S.

, ' ictions. Historically,

‘the Um es has been 4 leading proponent of fres and unrestricted
world ‘trade. Opposition 16 the Arab boycott i{ ‘consistent with-;éogég-
standing U.8. commey¢ial . policy incorporsted hy Congress- into the
Act® and recently restated ‘by ‘Presidefit

N
N

Export Administrzft}i_tm ‘
* The Export Admintstratfon Act (50 1.8, App. 2402) statés:s ; = . .. % 3 0
“(5) It is the policy of the United States (A) to oppose restrictiye trade practices’ or

boycotts fostered or impoped Toreign countries sgalnst any o her countries friendly to

" the United Sgutes. and (B): entourage and request domestie copcerns engaged 'in the
ex fcles. muterials, tes, or"informntloﬂ;{,.ﬁ' eliise ToEtake any actio

“Tuding the Turnisbing ef information or the siguing of dfrMments, which.has the effelt
of furthering or supporting the restrictive tfade g)ractices or boycotts, fostered or imposs
by any forelgn gountry agalnst apotber country friendly ‘to fhe United States”™ )=

Ford.* However, the United States has also been the architect of i!;
§ BN o . ! EEE

¢0On Feb. 26, 1075, Fresldgnt ¥Ford, in his ninth press cox_xference. setvt‘ori]x thé admm-'

© “fstration’s g:licy an followp :

' .

“There ve been reports ip recent weeks of attempts In the intermational banking
cgm:-unlty.ﬁ: discriminate againgt certaly institutions Qr:lndividuals on religlogs or
ethnie groun: s = PR . ot . o Mooy
“There should be no .doubt ahout the position of thfs administration and the. United
Btates. Such discrimination §s totally contrary to the American tradition and repugnant
fo tJ;tlnerh:mt principles. It hah ne place in the free practice of commerce 45 it has flonrished
n this country. . e ? Loty
" “Foreign tgsinessmen gn%‘lnvesmrs aré iaost welcome in the United States when they
are willing to conform to the principles of our society.. However, any allegations of. als-
erimination will be fully investigated and appropriate action taken under the laws of the
United Btatex™ " | T P : - N
. . L ) “« 4. - g Lt e
variety of international trade restrictiors, largely directed against
various Communist: nations. Having U.S. trade restrictions and the
antiboycott policy both implemented by the Commerce Deppartment
exacerbates the policy dilemma. SRR

PURPOSE OF SUBCOMMITTEE INVESTIGATION . .

In March 1975, the subcommittee commenced an investjgation into
the domestic implications of the Arab boycott, The inquiry was re-
uested by many persons, particularly Representative Syames H
'gcheuer og New York. Although the Arab boycott against Israe] and
its supporters has been in existence for 25 years, Congressman Scheuer
ppointed out that its impact on American commercial practices has ap-
parently increased dramatically fol'owing the 400 percent. petroleum
price increase after the recent Arab oil embargoe. ., | oy
The investigation was begun to determine the nature and scope of
the boycott and similar restrictive trade practices imposed op the
United States by foreign governments, corporations or citizens, 0 as-
certain how pervasive these practices are, o evaluate the hoytott’s
economic impact on:American husiness, and.to find opt whether
Federal laws related to thesce src’tices have been effective-and fully
enforced, as well as to make judgments on the need for new law.:

! . THEBUBCOMMTITTEE'S JURISDICTION

The subcommittee’s jurisdiction arises under the legislative powers
of Congress specified in article I of the Constitution and the Rules of
the House of Representatives. Ru'e X establishes the Committee on
Tnterstate and Foreign Commerce and gives it jurisdiction over the
following: .

Interstate and foreign commerce generally.

Consumer affairs and consumer protection.

Security and exchanges. :

*
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. Included within the committee’s jurisdiction éi‘}a statutes admini-

‘stered by ‘the Federal Trade Commission and the Securities and Fx-
change - mission. §ectlon 5 of the Federal Trade Commission Agt.

provides—

. . e I
Unfair methods of competition in commerce and -unfal
practices in commerce are herely declared unlawful

- ti ) _of the Securities Exchan
that any “manipulative or deceptive device or contrivance” rel ting
g the sa!e or puregase of securities 35 unlawiul. In addition, under
e regily of the Securities and Exchange Commission—17 CFR
to afford stockholders

240.14a~1—public corporations are require
the opportunity to have proxy materials included in the proxy state-
ment sent to stockhélders apparently including such matter relat-
;Zg b:t’ the practices of a corporalion regarding a proposed boycott .
ue S ‘
. Furthermore, under the Securities Acts Amendments of 1975—Pub-
lic Law 94-20—the ‘Commission has authority to apply to Federal
-courts o enjoin violation of the rules of any industry self-regulatory
organization. The Nationa] Assocint'rn of Seenrities Dealers” rules
“of fair practice require that its members observe just and equitable
principles of -trade ;ngj,t%a"f'conduct of the $ecurities business.. © ° -
The subcommittee is the oversight arm of the Committes on' Inter-
state and Foreign Comerpe with jurisdiction .concurrent with that
of the full committee, The subcommittee’s oversight responsibilitief
-are set forth in rulg X:{if the Rules of the House of Representatives
as follows: RGO o T :
ther than the Committee on Appropriations and

Each standing commitfee (n
the Comniittee on the Bndget) sball review and study, on a continuing basis,

“the application, administratiop, execution, and effectiveness of those laws, or
. parts(of laws, the suhject matter of which is within the jurisdiction:of that
tommittee, and the organization and operation of the Federal agencies and en-
titles having responsibilitjes in or for the administration and execution thereof,
in order to determine whefher such laws and the programs thereunder are being
implemented and carried opt in'accordance with the intent of the Congress and
whether such programs should be continued, curtailed, or eliminated: © -

In addition, each such coiymittee shall review and study sny conditions or

- eircumstances which may indigate the pecessity or ‘desirability of enacting new.

or additional legislation withih the jurisdiction of that committee .{whether or
- -pot any bm or resolution hak been intrc;ﬂuced with respect thereto), ami shall on

a continuing basis undertake fntore research and forecasting on matters within

the jurisdiction of that committee. - N

In the course of this investigation, the gubcommittee sought and

received information from persons in State and Federal -[Gavern-

ment, various foreign Embassies, the academic community, husiness,

and others from the'private sector. Sources in the Federal (Jyoveﬁnmeg‘lt

included persons at the Department of the Treasurv, Depgrtment of

Justice, Department of Commerce, the Federal Reserve System, and

the Securities and Exchange Commission. . T

1t became apparent, however, that the basic data nseded for any

systematic and comprehensive: examination of this suhject was con-

tained in reports requirsd to be compiled by the Department of. Com-

merce pursuant to the Export Administration Act®
- ~ ’ Coa : S

T !

Sﬂigsﬂ?&%lg ;gﬁncifgl)neoetngg:ﬁ%;gogg g,en%gmﬁftl&fm}gfgz}_aﬁogm‘:&deodf ?gegu:)bi:c'lg{
19603, sec. 4(b) of that scf (50 U.8.C. App. 2403(b}). . C : ¢

"The act requires that all American business concerns report to the
Commerce Department facts surrounding requests they have received
to provide information or take action as part of a restrictive trade .
practice imposed by one country friendly to the United States againgt

another country friendly to the United States.

CONTEMPT PROCEEDINGS

r or deceptive acts or

¢

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 so
would expose “firms to possible economic retaliation by certain pri-
vate groups merely because they reported a boycott request, whether
or not they complied with the request.”* He added: “Such a conse-

. roceedings Agairst Secretary of Commerce Rogers C. B, Morton, Subcom-
Contempt o i gastigntloas. Compnittee on Interstate and Foreign Commerce,

k raight and Inve
N Jg:;t:ezg:: 19'1v§. Qegrlu} No, 9445 (hereinafter referred to as subcommittee hearings), p. 163,

i
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uence would not, in- lfny view, be in the national interest. Accordmgly,
must decline the request set forth in your letter.,” !
7 Ibid., p. 154. ’* "
Secretary Morton hsserted that he could not proyi ide these m{)orts }tln
), the

the subcommittes because to do so would violats’ sectlon 7
confidentiality prowslon of the act.* Subcommxttee Chairman M.

.® Bectlon 7{¢c) of the act statet H .

“No department, agem:y. or omclnl exercising nny fnm:timm under thiy: a"t shal!
publish or disclose information obtalned hereunder which s deemed confidentia) or
with reference to which a request for confi“ential treatment is made by the person
furnishing such information, unless the head of such department or uﬁencg determines
;izgg(u):;e w!thholding thereof 1s contrary to the natlonal interest. 0 App. sec.

pointed out to Secretary Morton that, “section 7(c) does not in any
way refer to the Congress and that no reasonable interpretation of the
section could support the notion-that Congress by implication had
surrendered its legislative authomty under artlc]e 7% of the Constl-

* Subcommittee beat!ngu, p. 4 ‘Also see pp. (III) 47, 101 and 125.

“tution. Chairman Mois sal{i that if Cono'ress were to glve up ity pOWers

in a statute it would" have to do S0 expressly, not Dy 'silence of hy
implication. T

The Secretary req\ue%ed and obtained an oplmon from Attorne
General Edward LeéVi'fo support his position. The subcommit
received oplmons from four constitutional law scholars refuting: Sec-
retary Morton’s view and that of the Attornéy General. All four have
written on “Executive’ priw}ege and Conirté8¢'problems in obtaining
information from the Executive. They includéd Prof. Raoul Berger,
Charles Warren, senior fellow in American legal history at Harvard
University; Prof. Philip Kurland. who teaches constitutional law at
‘the University of Chicago; Prof. Norman Dorsen, who teaches consti-
tutional law at New ork University and is generpl counsel to the
American Cnrll Liberties Union; and Prof. Burke Marshall, former
general counsel of the IBM Corp., who teaches F ederal )urxsdlctlon
and constitutional law at Yale University.

All agreed that the subcommittee is authorlzed to compel release of
‘the boycott reports by Secretary Morton, and that section 7(c) of the
Export Administration Act is not a lawful bar to the suhcommlttee’
subpena. For example, Professor Berger concluded ;o

3 Subcommittee hearings. pp. 47 to 1206, ;

In my opinion, section 7(e) of the Export Act is not apphcable to.a congres-
stonal demand for confidential information; it does not absolve the Secpetary
of Commerce from compliance with the subpena ‘of your subcommittee. Co-

Professor Kurland commented :

* ¢ & 1 am of the opinion that as & matter of law [the Secretary and the
Attorney General] are wrong in their claim for Executive immunity from con-
gressional oversight in this matter * * %,

I urge this subcommittee not to contribute to the continued destruction of
eongressional authority. The constitutional plan of checks and balances, an es-
sential safeguard for American liberties, is coustantly endapgered by failure
of Congress to assert its authority vis-a-vis the Executive. I trust that thig
case will not prove another instance of such surrender; the rights at stake are
not those of individual Congressmen, they are the nghts of the American people
whose representatives you are * * ¢,

These opinions were obtained in addition to a memomndum from
the American Law Diyision of the Librarv of Clongress on September
19 and from suhcommittee legal staff on Sentember 5. Both found the
Secretary’s position incorrect. With six legal oplmons in hand, the-
subcommittee thoronghly examined the Secretary’s position through
cross-examination of constitutional experts and 4 days of heamngS—*
including 2 davs when the Secretar~ wes present.

After considering Mr. Morton’s defense, the subcommittee found
him in contemot of Congress on November 11, 1975, by a vote of 10
to 5 and referred the facts and circumstances snrmund*ng that finding'
to the full committee for cppropriate action.’® It was the first time:

M A summary yrepared by the rubrummittee and presented to the Committee on Inter-

state and Foreirn Commerce for r~~slderation in itz proposed contempt proceedinge is:
provided as app. A at p. —. Also, #ee Subcommittee hearings.

in history that a member of the President’s Cabinet had been found
in contempt of Congress, accordmtr to legal historians at the Library
of Congress.
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-'On December 8, 1975, 1 day before the full committee was pre-
pared.to vote on sending to the floor of the House a resolution to

hold the Secretary of Commerce in contempt of Congress (resulting -

in his arrest and detainment until the documents were provided),
Secretary Morton a~reed to provide the subcommittee with the sub-
penaed documents. Secretary Morton’s decision to surrender the docu-

_ments came after the.chairman of the subcommittee said he would

receive them in executive session in accordance with rule XI (k) (7)
of the Rules of the House of Representatives.’* Thus, the contempt

v B Rnte XIK) (T provides: “No eviden-e or testimony taken in evecutive session may

be released in nublic sesrions without the conrent of the committee.” Coplea of the
exchanee of letters hetween Chalrman Moss and Secretary Morton, and the subcommittee
resolution are printed as app. B, at p. —.

_ proceedings against"ft,he Commerce Seéreiarv became moot ;znd the

subcommittee received approximately 12,000 Export Administration
Act reports needed to con%uct itsnvestigation. - |

s:. THE SUBPENAED REPORTS

-

' The documents’ valiie to the subcommittee’s investigation was sum-
marized by Chalrmg% Moss during the subcommittee’s September 22,
1975, hearing. He said: - .: ) i~ o -

To find ouf ‘what thié ‘effect of the Doycott on our country has been, the
subcommittee and ultimately the Congress needs answers to such questions as:
How miany companies have compnlied with bovcott reguests, and why? What
kinds of products are covered? Have firms which have retused to comply lost
business? Have they suffered a competitive disadvaitage? In dollars and cents,
how much money ‘is.involved? Are the stocks of such comnanies traded on the
U.S. stock exchanges? What steps should the Conferess take?™

18 Subcommittee hearings. p. 1.
P ;3& 8. McDougal and F. P. Feliclana, “Law and Minimum World Ord‘Er" (1961) at

The goal of the subcommittee’s analysis of the document was to
determine (1) the nature, scope, and impact of the boycott(s) : (2) the
nature and extent of participation bv American firms; (3) the effec-
tiveness of the Commerce Department’s administration of the boycott
provisions of the Export Administration Act; (4) the utility of exist-
ing laws; and (5) the need, if anv, for new law. Relevant questions to
be answered included : How many U.S. firms received boycott requestsf
‘What proportion of U.S. foreion trade was spbject to boycott requests?
What was the dollar value of trade conducted under Arab boycott
regulations? What commodities and industries were involved? =~ -

What kinds of actions were American companies asked to ¥ake or
refrain from taking? What did these companies actuallv do? How

widespread was the problem of religious discrimination? Were there -

antitrust implications to anv of the actions of American companies?
‘Were any companies placed at a comnetitive disadvartage by refusipg
to comply with a bovcott request of hv being “blacklisted”? Did any
companigs lose busincss as a result of the operation of the baycott?
Many more questions arose as the study proceeded; some questions
remain unanswered. )

’ IDENTITY OF FIRMS

There have been a suhstantial number of requests to the subcom-
mittee for a Commerce Denartment list of firms who boycott Israel.
These requests, and the ref-rence to a list, apparentlv stem from the
description in news accounts of the Export Administration reports
filed with the Commerce Department by U.S. exporters and subpenaed
by the subcommittee from the Department. These reports, however,
do not constitute a list, and the Commerce Department has never com-
piled a list of firms complying with bovcott requests_The Commerce

Department _reports obtained bv the subcommittee compuﬁ at least
50000 documents, Publishing them wounld require several large vol-

umes.

While it was generallv possible to determine the rate of compliance
with requests reported, it was impossible to determine to what extent
U.S. firms bovcotted Israel on the basis of the renorts alone. Deficiencies
in the Commerce Department’s administration of the statutory report-
ing requirement are largely responsible for not being able to make
that determination with complete certainty.

.’."
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The subcommitiee observes that knowine how a na.rtlcnhr comx‘»anv

responded to a boveott related request means little unless it is examined,

in the-context of what the firm wes asked to do. !Zs;n‘]v there ‘were
. saveral request clauses cited in a single report. A : ing
1S Teporis in & given vear. A companv ’s answer to
2 bovcott request often varied from one request fo another. Thus, re-
porting what each of more than 600 companies did individually gver
2 2 vear period could be misleading and nnfair to prrticular firms,
"~ Efforts bv the snbcommitiee to compile a list on compliance were
made considerably more difficult since firms were not required to re-
port to the Denartment what action thev took in resnons~ to the boveott
reauest. The Commerce Denartment. did not male answers to the com-
pliance guestion mandatorv unti! October 1. 1975. A_gmﬂmg]ga,.ther
information the subcommittee hasis incomplete, -+ ;'
me reportine made & distinction befween nassive cnmphnnoe, par-
ticularlv vroviding fa:‘tua.llv acenrate information such as the cemﬁ~
cates of orivin, and aetive compliance—aiding. furthering, or partic-
- pating in the boveott of Israel. Some examples will heln:fo make this
distinction clearer. Manv commnves st frned statements ﬂeo’nr:mz thyt
- thev do not-have a
ever, exniained that‘ wh']

' that thev pmmana Py mmhca&, of
ommn indicating that the -gxported enods were wholly of T7. S ThAnu-
facture or did not. contiin snv Tsrael comnohants but zhdmated this

was a statement of fact pnd did not involve anv chanre in their sup--

pliers. The same we=s alfo trme of companies who ‘ilﬂned sfaiements
that thev were not blacklisted. Inde~d. some conmpanies indirated that,
althoush they sioned certificates that thev were not blacklisted. they
had not seen a conv of thi hleakliat anA. therefars. reallv did “ﬂf know
whether or not they were hhc‘thsted Ne
ment. firms armarent]

Commerce Department 6"f‘uments it has been deseribed in thlS report
in generic terms. At thisti~e. the subcommittee behesveq ﬂwmpmtmsne
figures are snficient to nerform its dntv of ove T . how-
ever, several bills pending in Ceneress to make Fxnort Administra-
tion, Act renorts public on demand with the exception of shecific pro-
prietarv information. The subcommittes surrorts this proposed Jesis-
lation. In the meantime, the subcommittee will rtain its copies of ths
subpenaed reports to use for its ongoing investigation. .

Yy,

i
N e,
-
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. "', INTERNATIONAL CONTEXT _

The Arab boycott is not entirely unique in relations among sovereign: -

. .states. The practice of one state boycotting another is one of & number
of traditional techn’i%ues of exerting economic pressure to achieve'de-

- sired, mogtly political, ends. Other techniques include export and’ ip-
port embargoes, li(;ensip%) systems, black?istixig, -prohibitions’ bp .re-

* exportation; preemptive buying, controls on shipping, foreign ex-

. change controls, and the blocking, freezing, or vesting of assets: Tech-

niques of economic warfare were used with increasing sophistication
during the two World Wars * and are generally considered to be legit-

IM, 8. Mcpougal and F. P. Feliclana, "L;w and Minimum, World Order” (19“61‘) at p 30.
imate exercises of sovereignty, not contrary to international law.?*

*W. W. Bishop, Jr., “International Law” (84 ed., 1871), at pp. 10331034 (“; note 232).
During World War II, the US. Government maintained extensive

domestic and international economic controls, . N
. By the time the Export Control Act was passed in 1949, foreign pol-
‘icy, not war, became the prime reason for trade restrictions, This act
- and its successor, the Export Administration Act, established a peace-
time system of export licensing to prevent the Soviet Union and other
‘Communist countries from obtaining strategic c~-mmodities..The gys-
tem has slso to control the export of commodities i ort
i . ), g With the Enemy
Act of 1917 * was used by the Treasury Department to issue regula-
*12 U.8.C. 95a, 50 U.S.C. App. 5(b). o

tions embargoing imports from certain Commun’st countries as well as
controlling the export of strategic materials by the foreign affiliates
and subsidiaries of U.S. firms, including the ascembly abroad:and re-
export of U.S. components. The extraterritorial application of Treas-
ulxiy Department regulations created substantial difficulties with' U.S.
allies. T
Through use of a third law, the Mutual Defense Assistance Control
Act of 1951—commonly known as the Battle Act *—the United States

€22 U.8.C. 1611-16134. | ' B
sought to press its objectives on recipients of U.S. foreign assistance
by requiring the suspension of all military, economic, and financial
ald to countries shipping armaments, nuclear materials, and other
strategic materials to nations threatening the security of the United

‘States. v
The Battle Act also provides current authority * 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) compased of all NATO members except Iceland but in-
cluding Japan. The list of strategic commodities subject to Battle Act
restrictions and foreign aid sanctions is developed unilaterally by the
United States. The COCOM international lists are unanimously rati-
fied by the United States and its COCOM eallies. ) )

Finally, the Federal Maritime Administration maintains a list of
vessels, currently numbering 203, calling at Cubon and_ Vietnamese TR
ports to deny these ships the right to carry U.S.-financed cargo and, A e

up until late 1975, to refuel at U.S. ports.® The boycott of vessels doing ;\\)
¢ Beport No. 128, Federal Maritime Administration, Sept. 23, 1975, ,;';’»'

%
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‘business with Cuba, for example, began in the earI‘y 1960’ for the
purpose of dlscouragmg trade with Cg%a. thps which have recently

Tmd., ' :

called or will shortly( call at a port in North Korea, Vietnam, or Cams
bodia were also denied petro enm bunkering at, U.S. .

This sampling g \ d stan eacetime
rnational trade contrals “ ooals.

"The svstem has-in ,- : _ orig lacklists,
; 1 trols—technigues uged § Amb_bovcott as well; |
owever, at no time 1n modern ry has any country or %;())u of

countries sought to iinpose or enforce secondard or terita ycotts
on a scale so massive'as the Arab boycott agamst Israel.® The United

0

® For a history of recent. lnternaﬂonal emnomlc controls see “Sauce for ‘the Gnnder" by

Andreas F. Lowenfield. a paper delivered at the “Conference on Transnational Economie

_gg%gotgf: Tan: Coercion, ‘ eb. 19—20 1976, at the Unlvetstty of 'rexas School of Law,
e .

_ States, for examplq, has not required other countries to boy coﬁ; Cuba
as a condltlon for bemg able to do husmess wxi:h the Umted S’Lwtos.
K Bvowmon or THE ARAB Bmoo'rr

Emergence of the mest movement tngszered by renewed anti-
.Jewish sentiment in Europe during t, the late 1800%, was accompanied
by a resurgence of J ew:sh _emigration to PaleStme.’ From that tlms

* This aection iar;zelv foﬂowl Mark Clyde R., “The Arab Bavcott of Isrnel° A Briefing

Paper.” Congressional Research Service, Library of Congress, Mar. 10, 1875, p. 7.

until establishment of the State of Israel, 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-
tinian Jews over the question of Jewish statehood becamé i increas-
‘ingly polanzed ah the Arab boycott began to broaden.“’

¥

 fhid.

In October 1945, only a few mbnths after its foundmg, tha Amb
League formalized the existing boycott by Palestinian Arabs against
goods produced by Palestinian Jews and enlisted the participation of
all Arab States. In April 1950, after prolonged discussion of feasi-
bility, the boycott was extende& further to include the: boycott of
'supporters of Israel, that is, the secondard snd tertiary boycott.s.
Finally. in March 1951, the Arab League established a boyvcott office

b coordinate the boycott actions of league members. The formalized
Arab boycott has thys heen ipn existence 1or over & years.“ '
2 Ihid,

Regarding the rationale for the boycott, an April 1960 lerary of
Congress report states:

The Armistice of February 24, 1949, resulted only in the suspending of
organized military operations; it did not, nor did it purport to, establish peace.
In effect. it only changed the character of hostilities from 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 cousiderable reason that Isrsel had access to great amounts of

foreign capital controlled by financiers of the Jewish fmth in Europe and the -

United States. Ther had already noted that among the Jewish immigrants tp
Palestine wera.thase with well-developed managerial aud teshijeal skilisi and
: ey penieved thal DEatiediditmiiiiits el L Ep0se_the Arab States to &
‘HEW specries .mm-\mnn Agure both ag jhe
-déming aetor and ge an ins ment of the West. They concluded, therefore,

hat their Dest interest calleq for a strict econbmic boycott of Israel which
would at once restrict the flow of raw materials to Israel and eliminate any

market for Israeli goods in Arab States™ ;

12 Hosking, Halford L genior specialist in intematlonal relations, “The Arab Boycott of

srael With Particular Reference to the Suez Canal: A Background Paper.” Legislative
eference Service, Library of Congress, Apr. 1, 1860, 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 llttle.

"

e
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The boycott's lmpabt, has, however, changed sui)stantlally m recenﬁ .

years. 1schan is a 0 ald 1] A.pLice

of o ah:-Israpli waro ohs 3.Dueto :
the norma,} timelags in oxl pavments, massive accumulation of oil -
revenues did not begin until 1974. That fx;em', the combined curren b Q
account surplus of the OPEC natmns,“ ich mcludes seveml major -

- WOPEC (Ortmn!zation of Petrolenm Exporting C‘ountﬂea) lncluées Algeria. Bcuador, .

-Gabon, Indonesia, Iran, raq Kuwalit, Libya, Nigeris, Qatar, Saudi Arabig, %nlted Aral

Emirates, and Venezuela, /
non-Arab oﬂ producmg countnes, was $62 bﬂhon.“ In 1975 this sur- ’4 V m

* 'l‘hese figures and those jmmediately foﬁowing are taken from Morgan Guaranty Trust
Co., “World Financial Markets,” Jan 21, 1876, é:p 6-8. Morgan's figures are somewhat
bigher than those of the I} S Depurtment "ot the reasury which placed the OPEC surplus i v

* at 341 bimon in 1978.

plus is estimated to have dropped to approxxmately $29 ‘billion. De-
spite lowered fuel consumption due to worldwide recession and mild
winter weather, total 6il revenues remained approximately the ! same ~
- because of higher OPEC government earnings per barrel. The drop in \
* the financial surplus was produced largely by,a substantial growth .
in imports-by the OPEC nationg. OPEC ‘i ports of goods, rose by
" two-thirds from $58 ‘billion in 1974 to an' estlmé,ted $ST 'bll ign- i
_ 1975. Morgin Guaranty Trust Co. has estimated that, in 1976, OPEC
rts will increasd’at 4 somewhat slower rate, to $104 billion., -
’Eﬁe additional leverage ‘which the Arab countries have obtaineq
" from their increased. mfem’venues has bbefr: accompamed by greater
diligence in enforcing boycott restrictions, The, recent concern in the
United States over the'boycott did not arise’ ver its impact on trade:
Rather it was first noted in the investment banking sector. One sourcg
suggests that the Arab boycott may have started to work in thé
financial community as far back as March 19741 Tts 1mpact how-

 “The Economist,” Feb. 15, 1875, p. 82. ‘ : T ) -
ever, was not truly felt until nearly a year later. . T
In early February 1975, Lazard Fréres, a leading French mvest-
ment firm, rotestg to the French Government its exclusion by 8
natmnahzed French bank, Credit Lyonnais, from the underwriting
of two major bond issues :for state-owned corporations, mcludmg , I
Air France. The exclusion was allegedlv based on the firms mhanees \e V7

 with Israel. Seyeral days later, the Kuwait Internations Investi: ‘
ment Co. attempted to pressure MeTrILLVNCH, £ierce, Fenner & let}; J\ N'\Jl e
" INto excluding boveotted . wxsh banks from a 09 1he
underwntine q :m—rr one for } alvo, 51’0«.'/(
- the Swedish automobile mmmrm*’ BAERIG of éarc‘ o,
Mexico. Merrill Lynch refused to cooperate, the Kuwait International
nvestment Co. withdrew as comanager, a.nd the bond 1ssues went rod {y ﬂ-yo&‘ ‘
- ahead.. ' 0662'"'\3

COX GRESSION AL CO\‘CERNB

Congressional response to the ramifications of the Ara,b boycot{“;
began as far back as 1965. The issue was explomd during hearings by
* the House Committee on Banking and Currency, Subcommittee on
International Trade, to extend the Export Cont Act.1s An ezka,mma-

* 118, Congress House Cummittee on Ban‘klnz and Cu‘rrency Subcommlttee on Inter~
natfonal Trade. “Continuation of Authority for Regulation of Exports and Amending thp
< ~Ezport Control Act.” Washington, .D.C., U.8. Government, Printing Office, 1865, \(E '
after referred to as House heu'ings.) Heaﬂngs held May 5, 13, 20 and 21;°1 5, . .

tion of the committee hearings pnd the related House and Senate
reports suigests that there has been little change in the arguments
raised by the various participants in the controversy in t.he nearly 11
years since those hearings.

Testimony by Irving Jay Fain at these hearmgs, mpresentmg thg
American-Israel Public Affairs Committee, offered a concise state-
ment of the reasons for opposing the boycott. In addition to outlining
the objectionable nature and impact of Arab questions concerning the
~fe11glous affiliation of owners and employees of American business,
%Iﬁ Fain detailed other effects of the boycott an American business s

ollows:

r
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;1 The D.A. businessman Is tnvolved in the Arabs dispuw with Israel even’
though he may not wish to.be Involved or even though he ey oppose such boycott
Yactivities. .
2. The U.B. buslnessman is being put in the position of being blackmalled tor
glve up his Israelf business under fear of losing his business with Arab countries,
- 8. The U.B. businessman’ 18 required to supply amdavits which have no.per-
_tinence to the biasiness aspects of the transactions:
v 4. The shipping lines a're requtred to run double routes to the Middle East."

I

D'm House hearings, p. 19!," ;

Mr. Fain conclude&

The United States cahnot avold involvement, Inaction by the United States
become an act of omission, which permits the boycott activities to continue, thug - -
becomes positive involvement in support of the boycott. This is a case where
silence gives assent. The United States must make a decision, The United States
- must decide whether it will protect {8 businessmen from the boyeott or leave
- them exposed.™ G ) . )

. 3 House hearings, p. 204 u ‘~ Lo
.Failure to address the’ boycott prob]em was v1ewed by Mr. Fain and
" other wifnesses as aoceptanee of the boycott Wlth all 1ts undeswable

p domestm and international ramifications.

~ Assistant’ Secretary: Dou%{as MacArthur II, representm the De-
partment of State, to]d t, ousé Banking and Currency Committee
.in 1965 that some bllls ﬁlnder consideration prohibiting the fumxshmg

. of informatiof and the signing of pgreements in compliance vnth Ara
JDboycott terms would havethe following effectst :

1. Prevent Americifi fltins, some o% whicl trhde with both Israeh
and Arab companies, ,fwm-t,mdmg with the Arebs.

2. Seriously harm our sizable commercial relations with Kuwa,lt and
Saudi Arabia, with adverse effect on our already negative balance of -
international transactions. a

3. End cooperation with the United States by several Arab State&
which have recently been very cooperative on boycott, actions.

4. Prohibit actions which we ourselves must practice in enforcing
U.S. legislation regarding trade with Cuba. by other countries. Our
vulnerablhty to hostile propaganda Would be increased thereby o

 Letter to Hon. Wright Patman from Ass!stant Secret;ry of State Donglu Mm
Arthor IL House hearings, p. 38.

/ Assistant Secretary MacArthur’s fourth point—that U.S, restrlc-a
tion of trade with the Communist world would be seriously hampered
by passage of antiboycott legislation—emerged repeatedly as a major
reason for avoiding action on the Arab boycott. For example, Actm,g
Secretary of State George W. Ball testified 10 years ago:

" The central problem we foresee in it, I suggest, is the impact it would have
on the kind of cpoperation we are receiving in the enforcement of our own eco-
nomic denial programs * * * no economic denial program is ever popular in the
world trading community, and for quite valid reasons becaunse they do intérfers
with free commerce. And consequently, we have had to expend a great dea) o
diplomatic effort in trying to persuade other countries to encourage their owh
‘industries to help us out, to be cooperative with us, because the kind of sanctions .
that we can apply to foreign countries, as you can understand are indirect and
very difficult to apply.

What we fear from this JTezistation, and I think very legitimately fear from
it, is that this would provide the basis for other nations with quite clear consci-
ence looking at the example of the United States to enact this kind of legislation
which would tend to be highly popular with their own industrial communities.
The consequences would be that we would find ourselves with eur sources of'
information and of assistance dried up, and in a very difficult position indeed s0
far as the effective carrying out of these programs which we regard as of con-
siderable importance in continuing the isolation of Cuba and preventmg it from
B greater source of Commumst infection in the Western Hemisphere ™ 2

® Testimony of George W. Ball. House hearings, p. 61.
For this and other reasons, the Department of Commerce also op-

posed passage of the legislation. Robert E. Giles, General Counsel for

the Department of Commerce at the same House subcommlttee hear-

ings, testified : S
It seems to us that the administration of the basic policy objectives in the

Export Control Act could be adversely affected by the enactment of the bill,

that the bill would not be eseful in bringing to an end the boycott, and that it
would have undesirable side effects for American business.™

n Teptimony of Robert E. Giles. House hearl;sgs, p. 83,

hY
Sy
-».'
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The Commerce Department also feared that if American business
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 pEMr. Giles:

It has been suggested that Amerlean businessmen would be bhappy to have
legislation such &s this enacted to.bolster them in their resistance to the boycott,

However, while proponents of this legislation indlcate that there are over 1,500°
firms lsted on the Arab blacklist, we are not aware of any strong business

--demand for passage of this legislation.®

There undoubtedly. existed, at the time, aspects of 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 Merritt-Chapman & Scott Corp., & com-
pany which lost business in the Arab world because of its ties to an

Israeli firm.”* But despite such cases there was only limited support _.

by the business community for the then pending legislation.

+

=2pid. '

S TH I ) P I
= Testimony of Jamea .&—.;Qg_l}athﬁer; prepared statement by Miles C. McGough, Hoiuw
AN [ o : : SR

" " hearjngs, pp. ,218-220,‘

3 H

". At the Toot of this dri

i L n TRl vy g : LR
ve for antiboycotf, legislation were:concerns

H

about religious discrimination and U.S. support for Israel,! This cdn-
clusion is suggested by the repeated emphasis during the hearings on
the offensiveness of :questions ‘concerning_ religious affiliation: con-
tained in Arab boycott questionnaires as well as by the “Supplemental

- Views” contained in the report of the House

mmittee on Banking'

and Currency which chhracterize as “ihitolerdble” the situation in

which: e

An American employer or an American firm is prohibited by law from asking’
what ones' religion is. 'what his race is, what his place of origin may be or that
cof, his ancestos. Despite such prohibitions In existing law, the practices of the
State Department and the Commerce Department give permission, if not direc
-tion, to Americans fo answer to foreigners the very guestions which they are pro-
hibited from asking or of answering to other Americans® - .

- #70.8. Congress. House Commities on Banking and Currency. Extension of the Export
Control Art. Washington, D.C,,' 11.8. (}ovemment Printing Office, 1865, p. 14. Repost

No. 454

Despite the saliency of the religious issue, there was no testimony
by representatives of the Justice' Department on the civil rights issue.
Antitrust implications were not discussed either. Other points-cited
in the “Supplemental Views” in support of a statutory ban on the pro-
vision of information in response to the boycott included recognition
that the Departments of State and Commerce were reluctant to carry
out the intent of such an sntiboycott amendment, and that a prohi-
bition would help smaller firms, which have less leverage to deal more
effectively with the boycott. The “Supplemental Views” to the: House
report signed by 17 members of the commuttee, a majority.?® The report

% The 17 members signing the "Sn%)lemental Views” were: Abraham J. ‘Mdlter. Demao-

crat, New York ; William D. Barrett.

emocrat. Pennsylvania : Henry 8. Reuss, Demoeraf,

Wisconsin ; Fernand St Germaln: DemdeTat, Rhode Island ; Henry B. Gonzalex. Democrat,
Texas ; Joseph G. Mintsh. Democrat, New' Jergey ; Bernard ¥, Grsbowskl, Demofrat. Con-
necticut; Richard L. Ottinzer. Democrat. Nev York; Willlam B. Widnall. Republican, New
Jersey ; Paul A. Fino. Republican. New York; Florence P. Dwyer. Republican. New Jersey;
Sevmour Halpern. Reouhlican. New York; James Harvey. Ren—blican. Michigan ; :

(Bill} _Brock, ﬁf}gubllcan. Tennessee; Deél Clowson. Republican, Colifornia; Albg. W,
nson, ublicalll T+ and J. Willam Stanton, Republican, Ohio. ' :

of the House CommittefS on Banking and Currency recognized the

complexity of the issues raised by the boycott.

A sharp conflict of the competing policy considerations confronted your com-
mittee with one of its most delicate assignments in recent memory. After pains-
taking deliberation, your-ecommittee reached what it believes to be a sound anfl
workable resolution, and urges its thoughtful consideration and ultimate adop--

tion by the House.® B

* House report, p. 2. .

Those on either side of this controversy should be mindful that considerably

less palatable alternatives exist than that which your

and earnestly recommends.”
il ;

* Ibid., p. 3. :

committee hereby reports .

The commmittee stated that it was the policy of the United States to
oppose restrictive trade practices and boycotts against nations friendly
to the United States. The House rejected an amendment offered from
the floor, which would have flatly prohibited American business from
furnishing information or signing agreements in furtherance of a boy--
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cott by & vote of 53-85. In the Senate, an amendment requiring the ré-

iy

-

ortm of boycott requests to the Department of Commerce was intro-

uced by Senator Jacob Javits and passed by a voice vote.”
~
‘50 !}.B.C App. 2403(!)) ls where that amendment was codiﬁed !n the present act.

e snncommrmmn HEARINGS U

.

The heanng held by the Subcommlttee on Oversxght and Investiga.—

tmns; Committee on, Interstate and Forei Commerce, on Septem- .

1975, focused not only on Secretary Morton’s refusal to provide
the penaed documents but also considered the Commerce epart-

" ment’s efforts to implement the antlboycott rovisions of the Export

Administration Act. It was an opportunity for Secretary Morton and
subcommittee members to exchange views, and to learn what has or has
not been doné by the Commerce Department to fully lmplement tha

spirit and Ietter of the antiboycott laws.® .
b -‘ 3 ‘. . toe

s Sabcommittee heaﬂnm o 1-—47.
Secretary Morton t:ommented about the “expovters of so-ca]led Arpb
‘boycatt requests” and what mformat;xon he' said they provide? .

1 shonld exylaln that ’the term "boycott request” s somowhat misleading. In
many instances, what I8 involved is.a request for information concerning the
extent of the firmg’ involvenent in certain commercial relaticny with the ’Statg
of Israel, rather than a reqaest that the US. firm boycott Israel.

In virtually all transactions with most Arab countries, United States and
other forelgn firms are required to ‘provide boycoft-related information of
certifications 85 a condition for completing the toarfsaction. These reqairementi
take various forms, Firms bidding on specific contracts—government or private—
or those newly entering Arap markets, may be ssked to answer questionnaires
or to execute affidavits eon rnlng the extent of their business relations with
Israel.

In the case of straight export sales, which constitute the majority of trans-
actions with Arab countries, the requirement usuglly arises at the time of
shipment. The exporter, a& a condition of receiving payment. typicallv ir required
to certify that the goods are not of Israeli origin or the products of firms boy-
cotted by Arab nations, or thdt the shipping line and/or insurance company is
not boycotied.

Failure on the part of the exporter to provide the requested information or
certification will usually result in the loss of the contract or sale. Hameggr, the
factthataUS exrtertrt Arah counlr] ps does not necess " mean

g00d Or Bervices. Te firm may not be able to compete econgmically with

" other upplxem in that market, or any vne of a variety of other business judg-

ments may explaln negative responses to the Arab questionnaires
e well

® It is not clear what the Secretary means by the assertion that the Arab boyeott Mar
does not extend to U.8. firms eng pine *4n routine trade with Israel.” The Arab koveott
Iist includes Topps Chewing Gum which Hrenres the production in Israel of Bazooka
Bubble Gum. comolete with hasebrll cardg. Meyer Pa-king Systern. Inc.. which eperates
only in the United States. Is also boycotted although it hag no trade, routine or otherwise
with Israsel. The subcommittee’s examination’ of the bovceott reports indicates n wide range
of commodities has heen afferted by the bayvcott including products thet would have Iitile
to do with any country's abllity to wage war. such as tobacco products, llquot. Christmu
cards, and children’s bikini sets. which were actual exampler

The Export Administration Act and implementing r-~gulations requi;e US
exporters to report to the Department of Commerce the receipt of boycott-
related reauests. The reports describe the tvpe of request veceived. the counfry

- from which it originated, the name and address of the partv meaking such request,

the details of the transactions or trade oppertunity in ~onnection with which
the request was made—including a description of the commodities or services
involved and other specific commercial data such as gquantities and prices, when

available.® - U
1 Bubcommittee hearings, p. 7. '
Secretary Morton defended the Department’s enforcement of the

'. Export Administration Act’s antiboycott provisions. He said, “We are

clearly on record in fully supporting [them].” Secretary Morton also
said:

The mere fact that a U.8. company is identified as trrding with a particular
ecountry could subject that compsany to domestic pressures and economic reprisals.
This may occur, even though such trade may be perfectly legal™

=Ibid., P 8.
At that point, Representative Scheuer and Secretary Morton had the
following exchange:

s,
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Mr. Scnwnn. Mr. Secretary. you say that trading wlfh the Arab countries and .
.sonforming to their reqiirements of providing information and perbaps refusing
N to desl with another American company doing business with Israel is legal It-
may or may not be legal under our antitrust lnwsﬁmt assuming it is legal, isn’t
it contrary to the clear public policy of the United States? Ten't it contrary to
the wurgings of onr State Department and the Commeérce - Department thaf ~ ,
{ American companies not acquiesce fo the Arab boyeott? If it is clearly contrary : )
to your instructlons to them and to Presidential policy, State Department policy; .
and the policy of the Congress, then if they insist on flagrantly violating the :
deciared public policy of thig country even though it may be legal to do s6 why -~ *
"are they entitled to a cJoak of secrecy in making the choice to cave info the
boyeott threats and floul our national policy? Under present law they have the
Tight to make that choice, perhaps, but why don’t their stockholders have a
right to know of their choice? Why don't their customers have the right to know
that? Why don't the consumers of America have the right to know of that cholce
a}x;xd w};y doesn’t the Congress of the United States have & right to know of that
choice
Secretary MoOEBTON, In answer to the Congressman’s questlon I think’ there"il
a lot of confusion about the extent to which these reporis refiect coopemtiop . .
with and participation in a*boypott. Various rources have Iabeled these repor{g- -
as a list of firms boycotting Israel, firms capitulating or surrendering to commef-
cial blackmail, and I think these labels are for the most part inaccurate, as'I now
‘in my statement. i
The fact that a firm reports the receisit of a boychtt rejuest or even reéponds tc
it does not neeessarily indicgte cooperation with the acfual 'hoyoott; The fact oty
’ ‘ such ag market condition in’Israel, foreign competition,. and other, things md
- - dictate that the firm’s maﬂiet ig in the Arab countrirs ‘and not Yin. ISrae}.
“firms may be trading with botk Israel and Arab cdlmtri,es since the boycott 6
hot preclude routine civiligy trade with Israel J do not believe that. suth g
‘0.B. firm-should-be-subjected-to-the -rink-of -domestié-sanctionsfor-obeyl ngﬂtx;——- —
b 1aw and reporting boycott requests, particularly since it is lawful to trade
. the Arab countries even whex‘e reques{s-are imrolvgﬂ., hon :

H

d Subcommittee bearings, pp. 8»—5!.

EXPORTERS ’I‘OLD BOYOO’"I‘II\:G I8 NOT PROHIBITED .

-of each reporting form used Ly the Departinent and said that it was
meﬁ'%ctwe in deternng boycott practlces. The legend on the form
stateds .

ITmportant: It 18 the policy of the United States to oppose resttictive trade
practtce»s or hoveotts fostered or Imposed bv foreign countries against other
-¢ountries friendly to the Unlte(l States. All U.B. exporters of articles, materials,

. supp!les or informstion are encouraged and requested to refuse to take, buf. are
not legally prohibited from taking, any action, Including the furnisting of ini
formation or the signing of sigreements, that bas the effect of turthering or BUp-
porting such restnctive tmde practices or boycotts. {Emphasis’ added] :

Representative Scheuer-cited the declaratlon appearmg a.t the top ‘ w‘uu’}

 Subcommittee bearings. p. 21.
Representative Scheuer said it was inconsistent wi<h the pubhé pohcy
to tell firms that they are “not legally prohibited” when such practices
may be prohibited by antitrust aqd other laws, “When you tell them
‘ your request isn’t legally binding, isn’t that soit of winking &t 'them,
and signaling them that you don’t really mean 1t?” 8 The Secret:ai‘y
= Ibid., p. 22. -
changed Department regulatlons to remove the “not Iegally pro-
hxblted” language from its reportmg form on ()ctober 1 1975. o

-

COMMERCE DISTRIBUTES BOYOOTI' INVITATIOI\S

Representative Tob) Moﬁ'ett raised the issue of the Depa.rtmentﬁ
circulation to American businesses of trade opportunities that’ contain
boycott clauses. Trade ppportunities are offers to do business from for-

- eign concerns who are, ? or example, building a factory and 'are look-
ing for a contractor to do the work accordins to specifications. The
‘Department circulates the trade opportunities in this country in ordey
to stimulate exports. But the point raised by Repmsentatwe Moffett
and other subcommiittee members was that distributing trade opporta-
nities with boycott clauses serves to further boycotts, “I think the issue
of our Government assisting in this boycott 1s really wrong,” stat
Representatwe Moﬂ"ett.” Representative Henry Waxman made thp

™ Ibid., p. 26.
: ~same point:

* * * {o say that you are not sympathetic to the boycott is all fine and good,
but the effect of all this is to say we are going to wink at those who want to heve
.. ..a boycott, we don’t like it but what can we do, we cannot change the world,
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Let me Just tell you, Mr. Secretary, that what we are going to have Is a clear .
signal to escalate a4 boycott not just against Isracli-made goods or services or
agalnst businesses that have some affiliation with Jews, but we are going to find -
it being appled to Catholics and others. We are going to find it applied to other
minorities later because there is no way to dmw the Iine then unless we draw it
_at the very beginning® p‘) . ) o :

I m . . o
"I‘bm..p.xl.- . ' ' ~n ’ -

Representatlve Rxchard Ottinger 1 raised s1mﬂar o’b] ectmns.

" The policy the admin!,str&tion is pursuing which is alsé the policy which the .
previous administrations have pursued clearly implicates the U.S. Government in -~
-the boycott. It seems to we if our Jpolicy Is needed to oppose such practices that it R
- 1s completely within the purview of the Department of Commerce to refuse to \
circulate any document th;tt contains boycott instmcﬁons k; it™

%Ibid., p. 40, 'f e ' ; -

- Associate General’ Counsel for the Dep altment Richard Hull,
_responded to Representatlve Ottinger with t! I)ep rtment’s ratlonale
forthis pra.ctlce Mr; Hull said: p

1t we were to play ostﬂch, 80 to speak, and tum the other way and refuse to
accept these trade opportuiities and let the firm try to gej, trnde opportunities
. through sources from abroad, we would be in a situation where we would In m
_ instances en'ectively pre’vent. the firm from tradjug witdi Arab countnes, althoug
tbe firm ig not prohibwed frpm trading with these countries

Se¢Maq Morton sald' 't'hat thel)eparbmetzt,an-msponseto szmﬂar
cntlcmn, wag placing rubbgr stamps on thit trade invitation documents
* to state that it was agamst U.S. policy to comply with foreign-imposed
restrictive trade practices. According to internal Department memo-
' ra.nda,“" the procedure of stamping the boycott document with the U S.

- @ Beeapp. C, p.—
policy statement was established not because it was percexved as wrong
or as a cpntradiction with U.S. policy but was done in order “to defuse
.  the situdtion [the criticism].” #* Following the subcommittee’s hearing’
1
’ ajbid :
the Dep. gh rtment changed its policy on December 1 1975 to pmmde that
neither the Commerce Department nor the State Department will cir-
cula,be trade oppor(:umtles containing boycott clauses. \

h}

COMI‘LIANCE QUESTION IGNORED

A third issue raised at the hearing concerned the Department’s fail-
‘ure to. -require companigs to answer the question concerning what ac-
tion the company took in ;response to the boycott request. For'10 years,
the Department stated op its exporters’ report form that a response
“would be helpful to the U S. Government but is not mandatory.” +*

t

4 Subcommittee hearings, p. 41 A \/
‘Accordingly, most companies chose not to answer that questlon which
is critical to determining the impact of the boyoott practices. .

Representative Scheuer told Secretarv Morton ** at it is an “abuse of

your discretion not to ask’companies * * * whether they intend to com- \ v
ply with the boyoott.” s Secretary Morton replied, “There is some CM
[E———— i

= Ibid

legal questlon asto whether we have the authorx to require an answer
to the compliance question.” * But 3 days later, the Secreta.ry wmte to

# See subcommittee hearings, Becretary Morton’s letter at p. 150.
‘Chairman Moss, stating that as the result of the points raised at the
hearing, he had given the subject further thought and decided to ‘make
-answers to that question mandatory.** The regulation makmg this

4 Subcommittee hearings, p. 41,
questmn mandatory became effective on 0cbober 1,1975.
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Caarrer 111 —SébPE AND METHODOLOGY OF THE INVESTIGATION

The subcommlttee sought and received information from Federal
and State governmeiit officials, foreign embassies, the academic com-
munity, and .the pnvate sector. However, the reports filed with the

E Department of Commerce by U.S. exporters under the Export Ad-

ministration Act were the prlmary source of mformat)on for thls

" study.

On December 8 1975 the subcommittee recewed approx1mately

" 12,000 Expart Admlmstratlon Act reports. covermg a filing period of

just over 5 years, from Jiily'l, 1970 to Decernber 5, 1975. Ayt additional
set of approximately’9; Og reports was later received to complefe the
month of December:19%5.: To defermine tﬁe rate of .corhorpte’ ¢om-
pliance with boycotf: reguests and the amount of trade pursugnt ‘to
Arab boycott regulations, the suboommlttee calculated data fron’l re-
portsﬁledm,1974and 1076, « —

The subcommittee staff reviewed all reports ﬁ]ed durm:z the slx-year
period. Approximately two dozen items of data-from each report were

-computerized for renorts filed throushout 1974 and uo to December

1975.* The volume of reports filed in December was too great to perxm,t

1 Information from the reports wag trnnscrlbed onto coding sheets and then entered in{o
a computer storage bank. Computerlzatlon facilitated analysis and retrieval of the dgtu

pxtracting all of the data available on each form within the time avail-
able. The large number of rerorts filed in December 1975 can be attrib-
uted to increaced publicitv shout the Arab trade boycott, congl‘essmnal
concerns about the baycott and the sub('ommlttee s contemnt’ proceed-

‘ihgs against Secretarv Morton, as_ artment

reg ]atlon which went into aﬂ'ecf
S _De ed Dy Dank |
reviously, -only exporters 1ad be en reqmre'to repo;'tfthe
receIpt of boveott requests. i DR
In view of the large number of domlments filed i~ December: 1975 the
subcommittee staff nsed a scientificallv selected r»~4om samnleto make
extrapolations on the rate of comnliance and the nmount of sales sub-
ject to boycott requests for that month.? To allow for a consxsent com

ecember 1 197 5. req uirm.v tha,'t boy-

2 See ann. D at 0. — for a ronort detailing the sampllnz nrocess and verlﬁcntmn nroee-
dures vsed in this aundit. The report war prepared for the sybcommittee by the Congres‘
sional Research Service of the Librarv of Congress. .

8 See app. E at p. — for a copy of the reporting form. . -

parison of data, renorts filed by evporters i in December 1975 were seDg-
rated from those filed by the so- called service organizations for evaluq,-
tion.

The basic Commerre Denar*menf form used bv exporters to report‘
boycott requests is entitled “T1.S. Exporter’s Report of Reqnuest’ Re-
ceived for Information, Certlﬁcatlon. or Other Action Indicating a
Restrictive Trade Practlce or Boycott Against a Foreign Country 4

K See -appendix-E -at-page for a- éoPy -of the ;eporting form._ - .

The form contains 11 items of V\formatlon concernine the remlest re-.

ceived by the exporter to participate in a foreign-imposed bovcott.
Each item of information was prore~sed by the subcommittee. Each
report described one or more sales. When a report showed more than
one requesting country, more than one commeditv. or more than one

“dollar value, it was necessarv to make separate computer entnes to

deseribe the multiple transactions.

The commodities exported were recorded uqvng a standard com-
modity three-digit index code. A table was developed to correlate the
commodity categories with industry classifications. This second table
provided a guide as to the types of U7.S. industries subjected to boycott
requests.

qunother data classification was nsed for the tvpe of industrv en-
gaged in by the foreign importers. This identification originated from
data describing the commodity and the name of the importer. For ex-

ooy WS
Wcucawqrw?
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ample, for a report showing that the ABC Oil Co. bought oil drilling’
equipment it was asssumed that the importer was engaged in the pe-,

troleum production industry. This classification system was used as a’

2

guide to economic data. . : A
The classification was as follows: (1) Social services, education, and
health; (2) petrolenm production; (3) manufacturing or construc-
tion; (4) consumer goods and services; (5) puble utilities, including
electricity, water, sanitation, transportation, and communications; and
(6) industries not covered above or not easily ascertainable. o
In all other cases, the information on the reports, such as the name
- of the exporter, boycotted country, and requester, was recorded exactly
as indicated on the renort itself or in the attachments which were sub-
mitted with the report by some of the exporters.. .- ; o
One of the items on the forin asked exporters to'specify the type of
“request” received. Actually, the items specified in this space were not
requests, but types of documents used to convey requests. In analyzing

" the data the Commerre Department breakdown was consolidated intp -

_four categories. These catpgories were as follows: R
S—any type of .sales document, purchase order, certificate of

origins,certificate of manufacture; L U
t'. T—trade opportunity, bid 'specification, orrequest for quota-
. tonmj =~ EL T e T

N Q—‘queSﬁOI}D& : .o et : T i
C—correspondence other than Q, T, or S above, or do¢uments

not readily identifigble by ana]ysts. SR R

A sales document can be either & letter of credit, purchass order, in-
voice, certificate of origin, certificate of mintifacture, or contract, It
relates to one sale or set of sales. A trade opportunity is, in effect, an
offer to do business where, for example, a railrpad company.in Saudi
Arabia advertises its interest in purchasing railroad cars meeting cer-
tain construction specifications and from a manufacturer willing to sell
pursuant to certain contractual tenms. Several exporters or contractors
can receive and respond to the same trade opportunity, while pnly one

can actually receive the sale or contract. o : R S
Questionnaires are sent by foreign concerns to Ameri~an companies
which may or may not; be doing business with the requestor. Most ques-
tionnaires originate from the Arab League’s boycott office and include
questions designed to determine the relationship of the exporters to
Israel or business interests in Israel, or in some instances. whether the
exportine companies have cies”

on _the corporateboard of dire - rs, Question-
nmre?m wave received 1n the context of one: of two
situations: (1) In respomnse to a firm’s effort to discover why it was
blacklisted or how it could get off the list. or (2) as'an apparent pre-
requisite to renewing patents or trademarks in certain Arab tountries.
The actual boycott requests were clauses contained in the trage docy-
ments. A space was provided on the reporting form for firms to write
in the language of the actual request. Often there were several clauses
contained in a given trade document. Many ‘companies filed ‘copies-of
the docpments containing the boycott clayses. with the report. For
purposes of analysis, the various clruses were categorized into seven
‘groups. Each group is discussed in detail in chapter IV, at page —.-

&
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s HAPTER IV.—FINDINGS AND ANALYSIS

1

ANTI-BOYCOTT };xz‘omlons OF EXPORT ADMINISTRATION ACT

“The Export Admi{iiétration Act reports'proyidé ‘the only compre~

Jhensive data base on réstrictive trade practices imposed;by ifartigm.

b

concerns on American business. The act is the only Federal law created
in direct msggnse to these practices. Thereforé, the subcommittee ex-
mmerce: Department’s administration of the act in the

usiness from foreign:ii restrictive trgde pradtices andl to in-
suro that mitestors bataithe infopmmation Ahty hess prasiise thay
neéd for making investmient. decisions. R ) N

The antiboycott provisions of the Export Administration Act have
i T T T e s US.

j &)

1

15 U.8.C. App. 2402(5) (A). . N o L e
in furthering those practices, including the furnishing of informa-
tion ‘or the signing of sgreements.* Second, the act states that the
15UsC App. 2402(5)(B). o o ‘ i . '
President or his designate ‘shall require that all domestic concerns

‘receiving requests for the furnishing of inforination or the signing’

of agreements” related tp the furtherance of restrictive trade practices
imposed by foreign concerns “must report this fact'to the Secréfary
of Commerce for such action as he may deem appropriateio carry out
the purposes” of the antiboycott provisions of the act? '{}l;‘ii'&," cériain
*5 U.B.C. App. 2403(b) (1). o T ‘ ;.',_
powers and duties to “prohibit or curtail” exports are granted {o’ the
President under the act in order to “effectuate the policiek set forth”
in the act. ’ B U
S “ALL DOMESTIC CONCERNS” DID NOT REPORT  ~¢ ', .-

. DOLLG: require-
rters.” up to December 1,.1975. On

1.8, “ex

ment.af _Commerce o NELY.DALIOW  IEDOTING
ments that cigxgmd on :
at date, the Department 1ssued new re, TE Treight

forwarders. banks, and insurance comnantes to also file reports, . .-
Freight forwarders are often retained to handle the work of actually
exporting the goods produced by the exporter—that is, to.procure the
transporter and file the necdessary documents needed for insurange and
Tocal importing-regulations. Thus, freight forwerders frequently have
received and processed certifications needed for exporting goods tp
Arab countries in accordance with the Arab boycott rules,\jvitioc‘, t th
exporter having actual knowledge that the freinht forwarders had ™
received the boycott requests. Likewise, letters of credit are-often
processed in a similar fashion by banks on behalf of an exporter. Com-
merce Department personnel knew or should have known that previ-
ous boycott reporting regulations would exclude a large number of
boycott requests by virtue of being directed solely at exporters. - -

APPARENT LOOPHOLES

Other apparent loopholes written into reporting requirem,énts have.
had the effect of reducing the number of boycott requests reported.

Numerous business concerns may have exploited thé Department’s -

loosely worded regulations. In fact, a conference ¢ in March 1976 was.

¢ The conference was sponsored by the Bnsiness International Corp. for clients of it
“Executive Bervices.” The meeting, called the Business Internstional Roundtable on the-

Arab Boyeott, was held in Washington, D.C., on Mar. 25, 1976,

Gontra ry to me‘\clear mtindate“of the Export Administfation ‘Act L()
to xequure all domeshic concerns | € DOYCOtt A1he Depart- .
nrasnsdgated

out the _

Rolicy 0.0 having forgign con; Juerican businessas'a - -
x i G = to ‘the United -
ates ! and to enco e domestic to refy & an on
‘ : : . ' .
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held so that corporaté officials could not only learn more about present S
and proposed boycott laws, but to discuss various ways to cscape the,
reporting mandate contained in the Export Adm’nistration Act. Rep- ~
resentatives of the Department of Commerce, State, and Treasury, . '
were present and provided at least tacit approval for some of the -
avoidance techniques discussed. ‘ SR o L

The Commerce Department representative expressed the view that
“the regulations say. only that the U.S. exporter must report receipt

T

- of a boycott request,” according to a memorandum ‘sbout the confer:

ence which was prepgted by the sponsoring corporation.® The export~

L

e N ST -
$Mr. Robert 8, Wright. vice presideut and general manager, Western Hemisphere,
Business Internantional Corp,, rex;ared A memorandum to summarise the conclusions of the
BIC Arab boyeott roundtable for its corporate clients, A copy of this report, together with r
& list of the BIC clients who. were scheduled to attend, s provide In app. F at p. =-.'. .
; VL 3 it o .

ers were advised that-if a U.S. company’s fore; j v

gn aflilate rece
hoycott request, withont the acinal kpowledge of
ot exTe - 1
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memorgndu
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Theoretically, this mé?m‘s-’th;at U.8. ¢pmpanies trading wlt'il A:&b‘naﬁfms could °

. set up Middle Eastern trading companies (in Eufope, for.example) that do nat /
. Teport boycott requests backitd the parent. However, the Commerce Department _ .

representatiye hlso pointed”odt. that fhis would Comé close to etasjon, {if not
avoidance,’ of the Infenfion of the Export Administration Aet. It might also
prompt legislative action from Congress, . o Tty
On the other hand, the. Commerce ‘Department representative said 'wlthpu'i’:
equivocation. that the reporting requirement ig' tied: fo an *export transaction,
8o that if & company engounters the boycott while examining a deal that does
not materialize, it does not nepd to be reported. RPN
. e .. . . : L JE R

or LS BB DAIMES, ‘ ne HNSWEr '.-qga:.r-.xng iy _oaru
ments pre forma. Revealing 'suoh practices, many companies feel, cou'd bxpose ' ~
them to action by anti-boycott groups like the AJC (American Jewish Corigress).” ’

. B ‘ N 5 ' .f' i B W F :

+

T Intd. o : i e L
One of the primary. congerns about the reperting requirements ex-
Pressed by exporters at the conference concerned the definition of
‘compliance” with the boycott—the term usually applied to a:com-

_pany’s response tp the importers’ boycott request.* The memjorandum

states: - o

Does merely answering the hoyeott request—no matter what the anéwér" f -

"+ rponstitute compliance? Commerce rtment representatives at the roundtable

‘Indicated they did not believe this to bp so. Thus,.in reporting a boycott request, i
companies should be careful to distinguish between merely answering a hoyeott’ .
request and actively complying with a boycott request. This is easy to do, sipce

the regulations allow companies to report by letter instead of the stangiard re-

porting form, if they so desire.’ v o i S,

» Ibid. . . A : - : - N co «

Companies are in fact permitted to ignore the reporting form and ; o ..
write their report on any picce of paper. This procedure makes it all (L e
but impossibl> for the D~par*ment to employ any kind of efficient sys- A a )[( u '?0\1
tem for collecting, analyz =g, and retrieving useful data obtained from
the reports. A more effective way to resolve the concerns exprossed EZ
exporters would be for the Commerce Department to provide a repo:
ing form and-corresponding regulations that are unambiguous.— -

AMBIGUOUS REPORTING REQUIREMENTS

- The Commerce Department’s failure to fully ad—inister the report-
ing mandate of the act was largely a failure to exnlain unambiguously
what information was to be reported, to effectiv~'7 administer the re-
‘porting requirement, and to use the data fully. These deficiencjes are
discussed in a report prepared for the subcommittee by information
specialists’ for the Congressional Research Service contained in the
appendix.’® Some of these problems are examined here. o

M See app. G. . 7

~
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Although the Commerce Department’s regulations and its corre-
sponding reporting form called upon exporters t6 report “a request:
to take any action, including the furnishing of information or the sign-:
ing of an agresment, that would further or support a restrictive trade
practice or boycott fostered or imposed by a foreign country”, the.
“term “request” was not defined further.* This ambiguity, as previously

U The Depsrtment Su?he power. delerated to It by Congress, to define what actions

wounld or would not support a restrictive trade practice. But 1t did not do so. Ae a r-sult, it

is not ¢lear who decides whiat kind of action “would further or support a restrictive trade

practice.” Arguably. a firm could decide that ite activities did net further a forelgm
fmposed boycott and accordingly. not report thelr activities to the Department. Further,
by not clearly definine what practices do not support or further a forelen imvosed hoycott,
the Department may have created a substantial amount of undue paperwork for businesses,

indicated, caused business persors to be concerned sbout how their con-
duct was going to be viewed: Did the comnany actively comply with
the Arab boycott by refusng to trade with Israel? Or, did the firm
comply bv responding tp a request to provide factual information, as:
many exporters contend ;they did without altering the company’s re-
" Yations with IsraeL ..i#: ! o . ° RS R S LT
.. There is some understandable confusion as to what it means faor
a firm to state that it complied with'a questionnaire received from
an Arab coun‘rv withort ftating how they answered i, This ambi-
guity is illustrated by .those cases where firins provided copies of the
questionnaires with their reports to the Commerce. Dopartment, Sev-

eral of these firms aniswered faqtual questions, such as describing:
" what business mterests"ﬂ*g do or do not have in Israel. Some of the -

same firms alsd indicated bo the foreign coticerns that thev could not,
for reasons of corporate policy, answer quéstions concerning the na-
tional origin or religious affiliation of it8 ehiployees or whether'they
‘had made contributions to Israel. However, the Commerce Depart-
ment reporting systemj does not make distirictions between an ex-

orters answers to a questionnaire. but merelv seeks to find out whether

¥m it to the foreign concern.

-

the firm did or did not ret . - Lo
Confusion also arises' from the fact that in many of the cases re-’
ported to the Department, there was no actual *request” in the sense
of ‘a specific act of askipg for spmething to be given or done. To
discover import laws, exporters ‘often consult Dun ‘& Bradstreet’s
- Exporter’s Encyclopedia or Brandon’s Shinper and Forwarder, which
Tist the customs requirements of most importing countries, These cus-
toms laws would, fori'Arab League countries, ‘include “boveott”
requirements such as-certificates .of origin. Some firms, less than :a
dozen, indicated that they Jearnef of boycott requirements’ through
such sources. But since these sourges are routinely used by exporters,
it would appear thata’ snbst.antiafelfmnber 'of firms are not reporting
their compliance with these rules becanse thev arcuably are not' “re-
quests.” Commerce Department regulations-could be issued to resolve
this problem. T © s e T

ot

- MOST DATA NOT TSED '

The Commerce Department also failed to make full use, arid in
many instances made no use, of the data collected from exporters L]

example, made no attempt to regularly cgleulate

pact of the boveolt O gOissLic _comyperce. in fact,

e Department. totaled up the dollar values of transactions on only

one occasion. That was-in July 1975.* Even then, the data was hur-

13.0n that Aate. the former Under. Becretary or Commerce, John K. Tabor. presénted
the report to Senator Harrison A. Williams, J 0 which was prepared at his request.

riedlv.gathered in a crude fashion thet substantially understated the
dollar valve of bovcott affécted transactions. S
The understatement occurred becanse most of the boveott affected
transactions for 1974 took place in the last vart of the vear. In‘terms
of sales dollars, most reports were filed by the exnorters in December,
1974, but apparently were not received or processed bv the Commerce
Department until the first part of 1975. The Devartment gronned
the reports according to the vear in which Thev wers received. Lhis

me! D TOTITIC ] g re (] ) &
cott_aflected transactions” reported by the Department in that July

t 2
I97% report. . . .
“TComputerization permitted sortine dsts aceording to the dates in
which the boycott. requests were received bv the firms or bv the dates

“~cited by exporters as when they filed the reports with the Commerce

. poh



~ or the country from whic™ the boycott request was initiate

N

. . ¢

Department. Compiling dats according to request dates would enable’
the Department to gain more accurate information as to the extent-

‘boycott activity isincreasing or declining during any given time peri

nstead of measuring boycott activity by dollars, the Department

dutifully reported to Congress over an 11-year period the number of”

boycott affected “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 Department personnel that “transactions” meant whatever an
exporter meant it to be.® Different exporters defined the term

% Baged on subcommittee staff interview. : .

differently. But assuming that “transactions” was defined by all ex- -

porters as shipments, it would still be of little value, since & shipment’

may involve a sale of pencils -of a shipload of wheat.
' ' DATA OFTEN maécmm ' A

One area of confusion-on the fprm was in deté'i"fning whether the

Department was asking for the name of the copntry bemg Baycotted

; - The -fgl:m

provided one space for the name of the country being boycotted ‘and

another space for the'bpycotting country.™ But the langunagé uséd bn

1 See app. E at p. —for a copy of the reporting form.. - o ’
the Commerce Departiiént reporting form was unclear and confusing.
As a result 10.7 percent of alﬁeporting firms examined reported the
improbable situation of the boycotting country as being the same as
the boycotted country; that is, Iraq boycotting Iraq. A

- When companies volunteered the actual boycott document in addi-
tion to stating the type of request on the form, it ~as found that firms
reported only one of several requests and reported the least onerous of
the several c{anses received. Firms wére not required to file the actual

~ sales document containing the boycott requests with the reporting

form. There were 15 cases of clauses of an ethni¢ or religious nature in
the Commerce Department reports and in all 15 ceses, they were found
on the attachments—not reported gn the forms. Dol il
The ‘Department issued a new reporting form in December 1975
eliminating the space used'to describe the boycott request, and instead
agked firms to attach the actual document to the report form. Although
this reduces the chance of companies inaccurately describing the boy-
cott request, it will make tabulating the data by the Department more
difficult. As it is. tFe Department’s celculations of the number’ and
types of boycott clauses are grossly inaccurate. The subcommittee ex-

amined the coding marks made on reporting forms by Department

clerks to denote the type of clauses reported on each form. The sub-
ecommittee found that more than half of the forms sampled were inac-
curately coded, usually because they failed to cite all of the clauses-
contained in the documents or on the attachments. This situation

should be corrected immediately. '
REASONS FOR POOR ADMINISTRATION

Reasons for the wholly inadequate effort by the Commerce Depart-
ment at implementing the congressionally mandated reporting require-
ment cannot be provided with certainty. However, the Department
opposed enactment of the antiboycott measures 11 years ago and has

consistently opposed efforts to strengthen thiem ever since. Paralleling .

Commerce Department opposition has been’equally strong opposition-
from major domestic business interests. The Office of Management an

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 form.?* There is no rccord in the OMB

35 See app. G at p. — for the Congressional Research Service report detailing the history
of the Commerce Department reporting form. -

file of any other group or individuals being contacted for advice or
voluntarily providing advice as to how the form should be designed.
‘When the first version of the form was submitted to OMB, one Com-
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merce Department official wrote that it was “very mild” compared tos
the data that could be required of business concerns.®® - R

g
. . . 0

* Ipid. : . .
Cognmerce erartrriéht actions or failures to act often served to un-.
.dermine and circumvent the prescribed policy of the United States:
-against furthering restrictive trade practices imposed by foreign con- .
cerns. For at least 11 years, the Department distributed trade oppor-
tunities to American businesses that contained Arab boycott clauses,
"This practice ended only in December 1975—after strong opposition,
particularly from members of this subcommittee.” Vigorous congres-
¥ Supra, at pp, — t0 —, ' B . . .
sional oversight should prevent such gross abuse of administrative

discretion in the future. - , C
der s . [ e
NATURE, BCOPE, AND IMPACT OF THE ARAB BOYCOTT ' -+t 1y

*- All reports filed under the anti-boycott provisions of the Export
Administration Act’during the period Januarv 1, 1974, through
December 5,"1975, nearly, 2 yerrs;—were systemptically analyzed by
the subcommittee. Thé statistics which are presented ip this seetion -
are derived from tha: cgqii;puteﬁzg,d file.** During that period, 2,795
At p. = and It & Coogresslonal Research Service report, aRp D at b 11 O e ToRORE

reports were filed by 637 reporting companies. At least 218 6;5 these
SoMTpanies, or 93.2 percent, were listed on either the New York Stock
Iljj_xchagge or the American Stock Exchange or were affiliated with
isted firms. -

BOYCOTT TRADE A
"The total value of goods and services involved in all reported boy-

oott requests during thisinearly 2-vear period was $2.7 billion. An- .

_other $1.85 billion worth of boycott requests-were reported in Decem-
“ber of 1975 to raise the full year figure to $4.55 billion.”® Howevyer,
¢ See footnote 62, Ruﬁm A saéntiﬁcd‘y Aepirned random sample was use;é fnr “v.gr‘tua:lly
all boyeoft reperts- filed by exporter in December 1875. which had a dollar ,vglne of
$£50 000 or less. Decemher 1975 reports having a dollar valne of $50.000 or more werk
completely tabixlnted. For the 1974 and 1975 data used here. the margin of error has begn
~calculated at less thap 0.1 perrent due to sampling error. The verification procedures
. nae§ to assure accuracy are descﬂl}eﬂ in app. §. p. - : S R
342 reports, or 12.24 percent, of all reports were filed without provid-
.ing a dollar figure for transactions completed or sales proposed pur-
suant to bovcott requests. Therefore, the actual value of hoycott-
related activities was probably higher than the reported value,’ Boy-
_cott-governed trade is also likely to be much higher because 0f & series
of loopholes in Commeree Departinent reporting regulations which -
have been used by exporters with at least tacit approval by the Com-
merce Department to avoid reporting the receipt of boycott requests.*

2 These loopholes are d!seussed;thr‘oughout pp. — to —. 4 . ‘ , 2 _ ‘

- The figures develoned from the boyeott reports bv the subcommittee
differ substantially from figures provided to a Senate committee 1n
June 1975 by the Commerce Department.” The difference can be at-

= Bee footnote 75, supra. = - - L . o
tributed to » rushed audit by the Department, the first and only time
it had tabulated the value'nf bowrntt-affected trade which excluded

a large number of multimillion doWar trrnsactions filed in-ecember. -

1974, but not, received or:proressed by the Department nuntil J; anuary

1975. Accordingly, the 1974 figure pf $9.9 million for “b. toaffected
rovide Tee Department, der-

transa S

$ . The true value 1s closer to gure for the same
period.=* —
— N

2 See p. —, SUPTA. T i ’ T
For all types of boycott documents, the dollar values for the period
January 1, 1974, to December 5, 1975, were as follows:

)
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; Amount  Parcentage Percentags of - .

; {millionsy  of amount record entries

P

Did not comply. ____ L —— w1 2.0
Compledd . izl R W " 52.8
I R N Tt % S * |
Norespon®______________ 1,995, ° 8.8 I~ 2
Total o e 2,H82.. 1000 100.0
1 Compliance, in this Inst ,me’;ns the anywers exporters gava to ilem 10 on the C&mﬁem Department form entitled
“'sction.” See app. € & page — for a copy of the form. B AR
. EUNE SN
For sales documents alone, the figures were: 5 (
. f,;’ s * Amount  Percentage  Percents o.of:
S e - (milfions) of amount  record satries
fl s ) .
. r . \ .
Did aotcomply._ ... Fard iU N ) $9.9 0.1 0.9
mplied i R —_— 3{’&{ “-Lg 55';
. Noiesponse____ i : o AaLe 5.6 a4
YoM PR ‘ s - el 100.1

The extent of rep(}%ﬁad_mmpliaqce indicated by these figiires appears’
unrealisticelly low and can be explained Ly the fact that the apswer

to the compliance question was not made mandatory until October 1,

71975, This raises the distiiict probability thet many companies.com-

lied with the b:gco t but chose not to answer the compliance question
uring the perio
tern of response to the compliance question is examined in relatjon to
whether the report was made prior to or following October 1; 1975,
a totally different picture emerges. During the period when it was not
mandatory to answer the compliance question, the distribution: for the
period was 45.1 percent compliance, while 51,7 percent gave no re-
sponse. During the fourth quarter of 1975, when the responses to the
compliance question was mandatory. the complignce figure rose to 95.4

_percent for boycott-affected sales documents reported. It can be as-

sumed that in virtually all cases in which a sales document was in-
volved, the boycott request was conéflied with. ~ - L -

Examination of the reports—filed between Oc*~ber 1, 1975, and
December 5, 1975-—in which companies indicated that they did not
comply with the boycott request also suggestsa higher degree of actual
compliance with boycott requests than the stated answers of the report-
ing firms would indicate. Of the 77 reports indicating noncompliance
during the period, closer examination revealed 7 cases in which the
cotrrexganies’ explanations in other segments of the reporting form indi-
cated actual compliance, while only 9 cases of confirmed noncompliance:
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 OF “COMPLIANCE”

Tt was difficult to determine from most reports whether the fact that
a firm said it had complied with g given request actually meant that it
‘was boycotting Israel or otherwjse altering its business practices in

:order to gain Arab trade. For example. some companies volun
.stated in their reports that SItho

hev had prov) the uested
ey were aowng business with Israel. Some of fhe re-

company which 1ncorporates boygott clauses in purchase orders to-its
American suppliers or which changes suppliers in order to retain Arab

‘business,

- This situation ‘is illustrated by a New York grain dealer who re-
ported to the Department of Commerce that its firm had exported $3
million worth of wheat with a certificate of origin that declares that
the goods, the wheat, is wholly of U.S. origin and was not manufac-
tured in part or in whole in Israel: The certificate of origin was re-
quired even though the product obviously contained no component
parts from Israel. ~

~

when an answer was not mandatory. When the pat-

porting hrms are 10 Tact exporting to both Israel and (o Arab States,
ATEions of this type would appear;"t'ﬁ be qualitatively different from a



’

~ Many countries in addition to Arab countr] yequire certificates of
origin.®® However, the certificates used by(imos countries with sig-

% Customs and lmportlnk.-r'equlrements throughout the world are varied. Brandon's Ship'-
- per & Forwarder 18 one of several trade publications for exporters which list the customs.
‘rules of major lmporting countrits. Among the many shipping requirements listed fof

Iraq on p. 60 of Brandon's. exporters are instructed: “In the preparation of documents,
the term Persian Gulf should not be used. The correct term is Arablan Gulf.”” The rules for
Iran, listed on the same page, include this warning: “Shipments should be addressed
using the term Persfan Gulf, not Arabian Gulf.”

nificant diversifie
15, Tor example ,
ongin.” Certificates used by Arab countries are usually o
variety, that is, a statement that the goods are “not of Israeli ori
Certificates of origin are used in order to further the trade and political
policies of persons or groups in a variety of countries.

The subcommittee finds that there are some practices imposed ;by
foreign concerns which may serve legitimate interests of a foreign
country and which do not necessarily involve using American firms
as instruments of economic warfare. It may well be necessary for an
Arab country to require éxporters not to use Israeli ships or stop at
Israeli ports en route to the Arab country for reasons of security. The
same may be true for goods going to Israel, Pakistan, and India;, -

Tt is difficult in some instances Jor American exnorters to detérmihe
- what the rationale is behind a particular practice. Some practicés,

however, are clearlﬁoﬂ'ensive to American business ethics and in sev-
eral situations can be contrary to U.S. law.- These would includé sych

ractices as asking American business firtns swhetler they haye Jews

ollv.af U

a negative
n

(G1ven the present state of political relations w1 e Midate East,
it appears unlikely that the Arab States will terminate their boycott

“1n the near future. The he need remains to spell for the ben-
efit of the American business com S rmis-
s1Dle and nonpermissible activit he current inadequate guide-
Iimes wi ntinue to cause anxiety an 1sruptive mal

4 ' rcourse. I he subcommiitee believes that the

recommendations outlined 1n this report will provide necessary guide-
Iines needed for American business. : AT

_ TYPES OF BOYCOTT CLAUSES FOUND =~ )
A major area of analytical difficulty involved determining the na-
ture of the action with which the exporter was asked to c_or::lpﬁy or the
type of information requested. For analytical purposes, it was found
that the types of boycott action reported could be classified into seven
types reflecting clauses in boycot&-related documents, each containing”
several subcategories as follows: 2 - VI

[N

- % The listing of subcategories is only illustrative and not intended to be deﬁnlﬂié‘5or
exclusionary. . . : .

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; (b) statement 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 wholly of U.S. origin. o o _

The typical clause of this type reads: ’ S

. I (an officer for the exporting firm) certify and affirm that the goods shipped
are not of Israeli origin or are wholly of U.S. origin. :

Clauses relating to origin were among the most common found.

2. Israeli clause

This clause encompasses requests for_inform-tion regarding the
existence of an ongoing contractual relationship with Israel, actually
doing business in Israel, or generally contributing to the Israeli econ-
omy, including: (¢) Having main or branch factories in Israel; ()
having an assembly plant in Israel or having an agent assembling a
company’s product in Israel; (¢). maintaining agencies or headquar-

ters for Middle East operations in Israel ; (d) holding shares in Israeli
_companies or factories; (e) giving consultative services or technical
. assistance to an Israeli factory; (f) having managers or directors who

’

d import trading, are of an affirmative variety, that .
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are members of a joint foreign-Israeli Chamber of Commeroe‘ (g)

acting as agents for Israeli companies or principal importers of Israeh .

products outside Israel: and (A) prospectmg for natural resources, for
example, pettoleum, within Israel.

The typical clause of this type is one that asks the exporter to
certify that it does not have any subsidiaries or branches located in
Ysrael. Detailed questions along these lines were common for gues-

v tionnaires, one of the four types of documents classified for this
. study.®’
‘ S ) ) Y- .= ‘,\ g . t,
vl , | S
T ¢ * ¥or more Information on questionnaire, see p. ——,

[
-

- 3. Shipping clause

This clause deals only W1th international frelght é~rriers.. It is &
request for certification that a company is not using sn airline .or
steamship line that is blacklisted or that it not ship its mods on a ves-
sel ‘which on a particular voyage thas a specific port of call, usually
-Israeli, but in a few“instances, Indmn or Paklstam in the case of the
Indian-Pakistani boycoti; agamst efch other. . ) q

gl j +
4. Insurance clause i

' ' - This clause is a regnést that a cqmpanv not use & blackhsted insur-
ance company to insure the goods bemg exported, or in most cases,
to certify that the i msurance compafry isnot b] ackhsted :

6. Blacklisted companies clause :

This is an attempt to’ defermire the re?ahon"hm of the exporter
to the blacklist and to any blackljsted companies. It includes a: (a)
Statement that the company is not blackligted: (b) statement that
the company is not a parent, subsidiary, an affilinte of or otherwise
related to a blacklisted firm; and! (¢} a statement that the company’
does not or will not. do business with » blacklisted company. .

The typical clause of this tvpe related to certifving that the goods

ing exported were nof manufz?,ctured in whole or m pa,rt by a
blacklisted firm. - : )

6. Relzgwué! ethnic clame

This is intended to elicit j 1] eoardin. American :Jexi?:s'
’ lna encompasses any
mg the following:*{a) The

e

or nformation or action rega

. religious affiliation of the pemonnel of any U.S. company, including

not onlv the company ‘receiving the request but also companies with
Wwhich it mav do business; (b) any statements or action involving hir-
ing or assxg;mng or other nersonnel practices: (¢} anv statement. aboiit
membership in or donations to Jewxsh organiations, such’ as 'the

nited Jewish Appeal; (d} anv’ references to mdlwdual behefs in
[/ionism, such as “Zionist tendencieg.”

The typical clause of this type asks ﬂﬁg}le?x_‘_t_’mﬁmmmhu_gf the
firm’s senior nel is Jewish. Clauses of this type were found in
15 out of | EE Ever 4§OOO rennrts exaniin s discussed 1n another sec-
fion of this report, a SignIfcantlv grea e nrmber of -requests of this
type may well have been received by U.S. business concerns but not
reported due to numerous Ioopho]es in the Commerce Department’s

reporting regulatlons.
7. General clause - ‘

This is a general entchall clause which often followed the c]auses
which are listed above. It typicallv reauired exporters to certify that
they will “observe the mles of the Ar ab boycott” or “otherwise comply
with the boycott.”

There was a wide variation in t}w reporting of the types of action
which the reporting firms were ssked to take. The requested activity

frequently was reported on the standard form and not in the attach- .

ments and vice versa. To deal w1th this problem, the subcommittee
separately analvzed the companies’ statements-on the standard form,
the letter reports which covered multiple transactions, as well a5 the
attachments. For all types of dacuments discussed in .the method-
ologv section at page , the occurrence of seven types of clauses was
as follows:

e
~ .



Parcen sge of Parcentage of .
s andard forms atiachmenty
fis ing claused listing clause

Refipivus/ethnic clause R N ! : LR

. 1srael my clause BOER - Y
Origin-of-goods clause._. .
Blacklistod companies claoss.____. "
Shipping clc}uu .

1
ause, e liigdte e gy 6.9 : :
General clause__. : e s 45 /

——— . 4

e : —

N L S N .
1 The percen‘ages used here rela‘s to the dollar value of documen's con®ained each of these clsusas. E2ch column adds .

up Yo more than 100 percent because most boycott documents conteined 2 or more clauses, Thus, the dollar value of

documents atlached to sume of the repurts which had an ethnic or religious type of ¢lause was 1.2 percent of the totsf
- dolfar value of all documents attached to reportirg forms. None were reported on the reporti~~ form, The dollar vatue
T of clauses of the Israeli econumy type reporied on a report form was 3.6 percent of the doftar vi fue Jeportad on all feports
- and 7.2 percent of the doflar viaue of il boycott d ts attached to reports. Note that some companies reporied the
s ¢lauses on the form and did not attach the sctual boycolt documents, while others sent the document and w{ht’ Ysee
~ sttached™ on the report. Some did both, Accordingly, separate tabulations were used for 2 categories. = ' - :

.

S : e )
For sales documents alone, these percentages were as follows: -
:i’;réerlagool‘ . Percentage of
4. ., . stendard forms - altach

N ) H T - PP

m:
-~ - :.v" Fadl) * At X i 3“ s an
. =R ,’i*,‘f!‘ﬂ;d‘f"! Lo 1'»‘”?“";‘?:'
_Religious/ethnic clauss bl : : S O . s “
* “Israeli economy clauss_____ i e X R
< “Origin-of-goods clauss_______ PR e —— < 53; .
Blacklisted cumparies clavse K1 S IR B -
* Shippirg clause_________ IR P : p
* 7 Insursrce clauss, i A 8. R % N
Generalclause. ... s {_J: RRSY 16 N 23 - 20

; — ]
1 The g:rcentages usod here relfate tp the dollr value of documents confaired each of these clauses. Ezch column
3dds up to mora than 100 percent becayse most boycott de ts contaired 2 of more clayses, Thus, the dollar value
“of documents attached to some of the reports which had an sthric or religious type of clause was 1.2 percant of the tatel
dollar value of afl d ts attached to reporting f.rms, f:ono were reporied on the reporting form, The dollar valug
- of clauses of the Israeli economy type reported on s report form was 3.6 percent of the dollar value reported un all reports
“and 7.2 percent of the dollar value of all boycoft documents attached tw reports. Note that some companies reported the
cclauses on tha f.rm and did n.t attzch the actual boycott documents, while athers sent the documert and wrote !ses
“attached™ on the report, Some did both. Accordingly, separate tabulations were used for 2 gategorfes, R

‘

r e

Over 90 percent of the origin-of-goods, blacklisted companies, ship- .
ping and insurance clauses were concentrated within repoits indicating
.sales. As indicated in the charts above, the most prevalent clauses were
- “the origin-of-goods clause and the shipping clars~. Under the Com-
.1erce Department regulations, & shipping clause does not have to be
reported if it is the only clause present in a document. . . .

Qy,got& rgguests containing a religi
only 1n_boy
2ply with the baycatt.xeg . CONA .
"no response to the compliance quéstion; included were seven cases ip
Wé_ﬁcf,e ompany was asked to certify tHALINe.company was not a
ewish firm” or controlled by members of the Jewish faith and, two
Ases 10 WHIG company olicials were asked o mak- statements regard-
IMZ membership 1n or donations to Jewishorgamzations. — ..,
gFour Teports, In which the companies indicated that they had made
no decision regardina their response fo the boyecott request, involved
¢uesticns concerning employee membership in or donations to'Jewish
organizations. T'wo of these reports were filed by & firm which indicated
that a company official had virited the Middle East:to explain that
company policy prohibited diszlosure of private charitable donatiops
y corporate officials. The result of this action was nét indicated. .- .
. The subcommittee found discriminatory ‘clauses in' attachments te.
reports by two firms whase answer to the compliance question-on the
standard report-ferm-indicated thutthey had complied, Of these two —
reports, one involved donations to or membership in Zionist or pro-
Israeli organizations(‘The second;involved a pronosed agreement to
¥employ only such personnel as are nationals of this country and are |,

ous/ethnic-elang

.

not_Jews.” . .
hese incidents 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 complaints from private citizens.

As of the date of publication, the Justice Department has mot an-

nounced any action regarding these incidents. oo

y?Y
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ROYCOTTED AND BOYCOTTING COUNTRIES

' The most frequentiy boycotted country was Isi-dé}, w}xic}i was cited
_ ‘alone in 84.5 ﬁercelit:of all boycott reports, in combination with other

countries, such ag South A frica and Rhodesia, 13.2 percent of the time.

ainder was spread among & variety of countries, mostly Arab.
These listmé Emﬁagﬁ reﬁresent a mlsunéersfangmg on ge %&if of
tlie reporting compani articularly m h of the number of cases
in ngﬁ the [)'_oicogmg counﬁi &ng t_ﬁ_e.éuim@ couniﬁ Was Ie-
po as being the same country. I3 . ,

R ) e

# 10.7 percent of all reporting frms made this error, apparently becsuse of ambiguous

1nstructio‘x‘xs on the Commerce Deoartment reporting form. See *‘Amblguous ﬁgportlng
* Requirements” at p. — in chapter IV. . = ' §

The Arab leacue countries were most frequéntlj;r.é éit,ed as boycotters,
being cited in 88.8 percent of all boycott-affected reports, and account-
ing for 93.7 percent of reported boycott dollar valué. Nine Arab coun-

- - tries each accounted ¥dr more than 1 percént:of the total value of -

all boycott-related activities. These countries and their percent of the

total sales’ value, were: Saudi’ Arabia, 33.3 percent; United  Afab
- Emirates, 20.5 percent; . Kuwait, 13.8 percent; Libya, 9.1 percent;

Egypt, 5.7 percent? Iraq; 4.3 percent; Syria,'3.2 percent; Lebanonp,

1.6 percent ; and Oman, 1.2 percent. [ T U I R
"ECONUMIC ANALYSIS OF ‘T:é%ﬁg__DATA

Tn the 23-month period from Januarv 1, 1974 to December §. 1975,
reported bovcott-related sales amounted to 0.4 percent of total U.S.
exports worldwide. Of ‘the total value of hovcott-related sales, 95.8
percent involved Arab Jea~e countries as the stated boycott requester,
accounting Tor 3 0 percent of total U.S. exports to
Arab league countries durng the Z3-month period. 5 mdfeated eatli
various loopholes in Commerce Department regulations such as the
requirement that only the initial stage of & boycott contact be reported
resultéd in underreporting of boycott governed salesﬂ} the reported
data are to be believed, the

e vast maiority of sales to the Arab leagn

lmmmman () .- P . .

Of the 178 commodity and serviee catecories which were used by the
subcommittee for purposes of trade analysis. 125 of them were iden-
tified at least once as a boycott-affected commrdity or service. Of these
125 categories only 38 caterories resistered sales in excess of $1 million.
Of these 38 categories, only 14 individually accounted for more than
1 percent of boycott-related trade, and only 5 .of these categories ex-
veed 1.5 percent of U.S. trade with the Arab lcarue nations diiring
this period. These leading five commoditv caterories were with the
Arab league nations during this period. These five categories were:

HERNERER)

i
.

- < Sajes
Commodity code No.  Commodity ’ . ‘ - (millions)
NO e mnen Engines and turhines, except sircraft and sutomobile engines. .. $210.9
e Mining and oil field machinery_. [ _—- 71.8
133 e Trucks snd i purpose vehicles.. e e .52
3. e e PARSENGOE CBIS o e e 51.3
T Pumps, contrifuges, compressors, blowers and fans__.._ oo 4.6

These five categories accounted for 57.1 percent of boycott-related
trade—the equivalent of 5.4 percent of U.S. exports to the Arab
Leaoue countries. The top 14 commodity categories which individually
totaled more than 1 percent of boycott sales accounted for 87.9 percent
of boycott-related trade during the 23-month peried, but only 8.2
percent of U.S. exports to the Arab League countries during the same
period. Thus, the pattern of concentration of boycott impact among
commodity groups is narrow.

Moreover, the pattern of concentration of boycott-affected trade
does not reflect the distribution of exvorts among commodity groups
to Arab countries, according to published trade data. The following
categories accounted for 84.4 percent of the boycott-affected trade,
but only 64.8 percent of total U.S. exports to the Arab League coun-

o
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tries durmg the 23-month period: cereal and cereal preparations, ma-

chmery (except electric), electrical machmery, apparatus and apph-

ances, and transport equipment. ..

Engmw and turbines, the largest category, a,ccountmxr for 27.1 per-

« cent of boycott-affected trade, tended to skew the distribution pattern

among boycott-affected categories. This comparison indicates that the.

impact of the Arab boycott on U1.S. exports to the Arab League coun-

" tries varies from the overall pattern of U.S. exports to these countries.

.- The Commerce Department failed to develop and utilize such

mforma.tlon. R
‘ HOW THE BOYCOTT WORKS, ,,' :

The Arab Leag'ues boycott iz administered by the Central Oﬂice
for the Boycott of Israel. Its chief executive is the Sécretariat Gen-
“eral. Mohammed Mahmoud Mahgoub. The central office conducts
meetings twice a year where representatives from the various Arab
States meet as a council fo determine which firms should he added to,
or removed from, what they call the boycott “blacklist.” The list ‘coh-
. tains the names of?’ ﬁrrp,s ‘now about 1, 500, who the central office
“beljaves thave rontributed to the e~onomic grow‘h of Isrrel ¢‘ther
dn'ectlv bv.doing business i in or wlth Israel, or by havmg an afﬁhatlon
,w1t.h a “blacklisted” ﬁrnt, g 1L

" The Central Officé for the Bovcott of Israel has long been rductant .
to make public its blacklist or the nsmes of firms who are added to, or
removed from. the hst when representatlves to the.boycott office meet
twice a vear, The situation is further comnlicrted by the fact tha.t
each :of 20: Arab countrles nubhshes its own-disty and entrenreneurs in
various Arab countries sel] copies of their own verswns of the hst com-

plete with naid advertlsements.

One of the first copies. of an Arah blacklist made nubhc in t}ns conn-
try was nublished in' February 1975 by a Senate committee. To the
- bovcotted companies, action by the Arab Leasue Boycott Qffice often ~
seems illogical. In testimony before a Houce committee. Representative
Benjamin S. Rosenthal of New York summarvzed the, reactlons of
boycotted companies: ' .

T A spokesman for the Hertz system, which bas licensed auto rentul outlets in
both Israel and Egypt, declared :: “We are puzz'ed to find ourselved listed. From
time to time we get applicatinns from parties in Arab lands for licenses.” .The
chajirman of Lord & Taylor'denartment store chain raid that be first learned:of
the hlacklist in 1971 wben a sbipment of gocds was impounded in Sam;i Arabia.
“So we know we are on the’list,” he sajd. “But we don’t know any, never’ baving
been told.” A Bur'lingtnu Tndustries spokesman poted. “I did not know we were
on anv blecklist and don’t know wry we shou'd he. We are shocked to hear it.
We do busjness with both Yerael snd the Arab wor'd—far more business. in the
Arab world, in fact.” The Republiz Stee' Corn. o»served that it bad been hut on
the Iist “although we have neither any investments or interest in the Midea#t.”
American Electric Power Co. spokesmen were simllarly bewlldered as. to théir
company s appearance on the hst. - i

*7 Testimonv of Representaﬂve Bosenthnl before the Commlttee on Internntiomﬂ Rell-
tions on June 9. 1876. .

- One of the b]ackhsbed ﬁrms almost tota]lv excluded from frade Wlth
Arab League countries is the Xerox Corp. William C. Miller, inter-
national counsel for Xerox, says that the company was placed on the
boyecott list 10 years ago when it snonsored a television series on ‘coun-
tries who are members of the Umted Nations.* One of these doou—

* From a subcommittee staff interview. )

mentaries, about Israel, ‘was entitled “Let My People Go n Mlller sald

Arab countries felt the program was “pro—Zloms*” ‘and ha.Ve *blaok-‘ -

listed the firm ever since. _ .
Fortune magazine, in a July 1975 article. provided a uccinct sum-

mary of how and why some firms are blacklisted while others are not:

Many American companies in the defense industry—McDonnell Douglas, United
Fircraft, General Electric, Hughes Aircraft, Textron—are s/1'ing or have sold
war equipment to Israel. Of course, each of them should be on the list in
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 hoycotts. The Arabs use as a convenient
rationale the fact that the contract to purchase is made with the Department of
Defense,

\



; that nonlisted compazues are sub]ect to, suc

“ban within 3 months. i .

, ol h .

A review of Export Administration Act reports confirms that some
firms listed on the Arab blacklist are still® Il))(l)e to do business with

Arab countries. Apparently, they are sub]lsct to the same gmctlce;
as 31gnmg certificates o

origin. »
. The selectlwty or mconsxstency of the 1mpa.ct of the Arab boycott is
frequently cited as an indication that the Arabs are not serious about
their bo?lycott of Israel. However, this may represent a misunderstand-
ing of the nature of an economic boycott as an instrument of economie,
warfare. According to, political economist Klaus Knorr: '

The rational objecti\te of economic’ warfare, pursued by ‘economic measures,
i not, of course, or should not be, simply to cduse maximum losses to the
adversary s economic capability. The logic of this type of ¢oaflict prescribes that
the enemy suffer 8 maximum reduction of his econvmic bass relative to one’s
own. Simply severing his"foreign trade 1s un'ikely to:bring this result about,
After all, his exports absorb g g art of hig productive capacity, and their Interrup-
tion may engender producl'lon oft’enecks in one’s own economy or that of allies.
The appropriate strategy. +would interfere with his'commerce se “ectively in ‘order
to cause maximum net jnipairment to his economy. Clearly, one's own ¢osts must

" ‘be taken into account. A8 mentioned, 8 complete boycott ‘of tbe enemy i goods may
‘hig®

harm one's own gide mote ‘than AT o
;‘g) i 1{"“.',

- 't
B uomy of Intemational Re‘lations," ‘New Yor{ Batic

"K norr, Klaus. “The Polm
Books, Inc. (1978) Pp. 135-—13

Yy

NG OFP THE BLACKLIST

Getting off the blaéﬂﬂ&‘la difficult, frequenﬂv awkwa,rd and some-
times costly.*® The expenenoe of the Bulova Watch Co. is a cqse in

1 % The Commisgioner General nf he Central Office for the Boventt of Jsrael. Mr. Mobam-
med Mahmoud Maheoodb. in rn Aug 81. 1975, letter to the New York office of the Naﬁonal
Association of Secwrities Dealers.. Inc.. set forth the method companies ha,ve 1o use in

order to be removed from the hoygott Jist :

© “The banned companv_can  write to any of the reglional boycott ofices !n o Arab
country or dirertly to the Centrsl Omce for the Boveott of ‘Israel tn inouirs.what decu-
ments are necessary in order to be excluded from the ban and to be~ome able to resvme
activitien fu the Arah countrieg, Aw woon »g this letter reaches any of the hoyeott offices
the answer to the comnaunv {n question will be sent the same dav, stating the NECesFaAry.
documents 4o be suhmitted, If ‘the company preduces the reoulred dommepté fully and
completely and Iif tho documenta ste clear and correct, then it is possible to remove tht

A compiete text of the Jetter 13 pﬁnted as app. Hat p, —.

point. In the mid-1960’s: “Bulova had only limited sales in t“ne Mlddle .

East when it f~und itsel® on the blacklist. Carnorate official for Bulova
were approached by-a Svrisn lawyer who said he was in an excellent
position to aid Bulova apd nther US. companies in beine removed
from the h'acklist- Bulova ~cials naid the Syrian lawyer a feb for his
future efforts. and assumed that necotiations were goihg well unfil
they 2ot word that he had been executed after being charged by the

- Government with spyinir, -

Bulova made no other efforts to remove 1tse1f from the blackhst u"tﬂ
September of 1975 when' Ms. Teheresa Marmyo' ass~ciate connsel for
the Bulova Co. in New . York, wrote to the Clommiissioner (Fenéral,
Centrsl Office for the Boveott of Israel. The Cr-missiorer Genoml
Mr. Mohmnmed Mahmou& Mahgoub replied on °eptember 29, 1975 ol

2 Thie foformation is hased on a I;mbc:mnmittee stafl interview A copy ‘of the letter to
Bulova Watch Co. is printed az app. I'at p. — R

* that in order to be removed, the Bovoott ()fﬁce Would need snhsfactory

answers concerning the relationship between the Bulova Watch Co.
and the Bulova Foundatiorn as well as questions concerning whether
any owners or members of the board of directors are members of an

organizations; —comnntmesmr societies- warkmg'for“the mtméts of'
“Israel or Zionism.

In addition, the Bulova Watch Co. was also asked to pmwde $i

A document to the effect that your company, the Bulova Foundation, gny of
their subsidiary companies, their owners or the members of the Board nf Direc-

tors of all of the said comvpanies are not joining any organizations,  committees
or societies working for the interests of Israel or Zionism whether they .are
situated Inside or outride Jsrael; as well as the undertaking that of the above
entities and persons will never in the future join such organizations, committeea
or societies or give or collect donations to any of them ™

» Tbid.

Ms. Marmyo said that the Bulova Foundation is a separate legal
entity from the watch company. She concluded that the demands in
Mr. Mahgoub’s letter are onerous and unreasonable. Neither she nor
any other representatww of her firm have responded to the letter.

N
N

e
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, The Inbernatmnal ’&‘elephone & Telegraph Corp. h"f arently had - :
some success at removing boycott clauses from aes Arsb con= | - N
tracts, according to & March 11, 1970, Commerce’ epartment memo* v
mndum.” The memo aescnbes 8 meetmg between oﬁicxals of the Com-
-5
+  ®The memorandum wag obtained from the Commerce De;mrtment pursunnt to subcom-
+ mittee subpens issued Dee. - 2, 1 78, 1R
merce Department and of ITT concerning the company 's refus&l to:
respond to a Saudi Atabian telephone maintenance contract offer.-
ITT official, aceorda to the memo, said. tha!; the firm declined
to submit & bid on' 'the multimillion- dollar proposal because it con-
tained a boycott clausé that would allow that country to cancel-the
contract any time itis proved that we (1TT) are having business with
* Tsrael.** The IT’I‘ oﬂicml said that it then had 27 contracts throughout

""’ Tea

b T ’
‘the Arab world and :tfm. { none of them contained. bqtht clauses, He
said that this had been Bgossnble because an agent for the company “had

_ succgssfully approachad the' (Arsb countries) ‘on omitting this'clause
' mpmorcontmcts,” A xﬁmgtothe memo.®® . oy Uy oA \
—_— > ; P ?';

§ Swoutd ”i* ":}vr

e - g 0L
Subcommlttee staff mterwewed both companv staff and Commeroe

- Depgrtment personnel‘who were present at the meeting, including the -
* Department official -wha.. wrote the memo. Th 1ﬁterv1ewed could
recall the meeting in. mly,genem’l terms. andl chilld'not remember any
statements about the'cornany beipg able to haVe boycott clauses re-

moved from proposed Amb éontraets."

+

» Baaed on subeommittee staﬂ interviews.

Chmrm’;m Moss wrote tb chairman of the Board of Dlrectors of ITT
. Mr. Harold Geneen, to 'segk. more information on this matter. On
" Jine 18. 1976, Mr. HarbertA. Steirke, Jr., psonciate general ‘counsel
for ITT, responded ta thc ¢hairman’s letter O the basis of conysrsa-
“tions with ITT employpés, subcommittee staff was ~ble to confirm only. -
one recent instance in which ITT negotmtors were able to have a boy-
cott clause removed from B contmct." ’ 3

m by L o ‘

Informatmn conoemmg brlbes related to )mplementatmn of the

boycott has emerged. as :the result of the Securitieg and Exchange

- Commission’s voluntary disclosure program 8:- questjonable corporate’ - y
payments. The: General Tire and ‘Rubber acknowledged to the o
SEC that it paid various fees to by’ ‘removed from the black],xsh“ OH‘ S

!

* SEC Litization Release No 7380 See also SEC Flle No. 1-—1520

' May 10, 1976, General Tire and Rubber Co. representatives mgned 8
consent decree confirming “that the company had made “improper’ i ‘
payments to officials and «employees of Government, including . . . in - ;
connection with Genéral Tire’s successful atvempt to obtain' removal
from the Arab Boycott hst.” ¢ The company also said it :would estab-

s
,a ~ % “, : ;.*

= Ypid -
lish “a spema.l rewew comxmttee” to further mvestlgate thls a.nd other
improper payments, -

“The consent decree, hqwever provzded fewer detaﬂs abﬂut the
mcxdent—thanwere pwvxde&bya newsstory-published-parli ier—Aceprd———
ing to a March 26, 1976 ‘Associated Press wire story; General-Tire- - —
and Rubber Co. pald $1a0000 to a Lebanese ﬁrm to get oﬂ' an Arab
Boycott blacklist:

[Mr.] Tress Pittenger, Geneml Tire vice presment and general oounsel,
sald * * * that General Tire psid the sum to a subsidiary of Triad Finaclal
Establishment of Lebanon for Triad’s aid in removing General Tire frem the
list of firms belng boycotted for deallng wth Israel :

The Senta Fe Interrational Corp. disclosed In a mglstratlon state-
ment filed with the SEC that since the 1950, it has been required to
tomply with “local legal requirements imposed pursuant to the Arab
boycott of Israel” 4 The “local requxrements” were not spemﬁed m'

© SEC file No. 2-55175.
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. the statement. The ‘company stated it does not believe it violated
U.S. laws with reférence to these practices. However, the -company,

stated that if Congress were to enact new legislation precluding com-
gilance with such local laws, their business n the Arab world would

adversely affected; Vo gt
4 Ibid. -.‘%:3: A ;. R T .

The Hosgital Corporation of America .dis‘closé'(i in a registration
statement that an emiployment discriminatiogjsuit‘was brought against
the firm in proceedings before the Equal Employment Opportunities

Commission in 19755:f;f1‘he suit alleges that the company discriminated

A . b AT sy

@ SEC file No. 2-55878.. e L o
in ‘seeking to employ persons for whrk:in' a

on the basis of reli’géi(m

- Saudi Arabian hospi‘ﬁal"jahat. the company manages.’

The Commerce Department has not specificajly required disc’ldsure

of b firm’s éfforts to Tempve itself from the Arab: blacklist or other-

e sul ooty demands. Accordingl]ﬁp it has been: difficult

to learn about firms”-efforts to'rémove themselyes from' the Blacklist.
- However, Chairman Roderick Hills of the Securities and Fxchar

higight into some of these 'actitﬁti‘es in Tecent

--wise 'submit to boyeot}

Commission, provided i

eongressional testimony* ‘Chairman Hills testified thap g “§30-40
) - JL T Tty 72 L I S P L B A I

—_— LR SO L AR : SRR ETLN S

. @ Jupe 18. 1976. before tﬂe"s‘ubcommittae on Commerc’e,.c.o'u'sumet, and Monetdry A'trdivs,

House Committee on Governsient-Opérations. IR .
iy a v TN R T Y T T
million "American coihpany” interested in!intleasing its regeipt of

~ ‘Arab investments tefminated its sizeable accoiint with an American

investment banking firm because of the latter’s .close relations with
Israel. He disclosed that two A merican investmént banking firms werp
disciplined by the Nationa! Association of Security Dealers for:vio-
“lating its rules of fair practices in substitutine nonblacklisted -affili-
ated for blacklisted firms in underwritings with Arab investors.*$:

«Ypid. : . . . ] . R

On January 19, 1976, the Tustice Nenartment filed a spjf. acnainst
the Bechtel Corp. for:yiolating. the Shernian Antitrust Act for re-
fusing to deal with blatklisted American subcrntractors and: as the
suit contends, renuiring American subcontractors to refuse tg do bugis

- ness with blacklisted persons or entities** A re~ent Senate’commit-

“tee report stated that a II.S. bus marufacturer hed its contract to sell

buses to an Arab State terminated when it learncd that seaté were to -

‘be made bv an American company on the blacklist.*¢ Examples such
as these illustrate that the impact of the bovcott goes more deeply

than suggested by the overall boycqtt trade data.

IMPACT Oﬁ DOMESTIC FIRMS H

Of businesses sustaining losses due to boycott practices, the Radio
Cornoration of America ‘is a leading example. An RCA. executive
told the subcommittee #* that prior to being placed on the “black-
list”, RCA did approximately $10 million worth of business annually
with Arab countries. RCA, the subcommittee was told, had every

" reason to believe that its sales to these countries would increase above

‘the $10 million figure. Since being blacklisted, its annual sales to the
same countries have droppéd to less than $9 million, a direct loss of
“over $1 million annually.’ - - .~ ‘ '

Large-multinatiovnal-cornorations are-not-the-only firms who -have—=—--
suffered losses as the result of the boycott. McKee:-Pedersen Instru- -

ments in Danville, Calif. is a small firm which manufacturers scien-
‘tifio instruments used largely by schools and universities. It has had
only two sales to the Middle East both to Kuwait-University involv-
ing the shipment of electronic instruments 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.* But the
second shipment in August 1975 encountered considerable difficulties.
On both occasion, the firm was instructed to provide the name of the
. manufacturer of all of the goods to he shipped. Comnanv officizls did
not find this requirement onerous or believe it would further the Arab
boycott against Israel. Accordingly, the shipping invoice *° stated that
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,'Mc,Kee-Péde‘x"sen InStruments manufactured the products and .that

" the manufacturer of the spare parts were: General Electric, Motorola,,

"Quarzlopen Gesellschaft, and National Semi Conductor. Both ship-’
* ients required a certificate of origin to be signed by the United

States-Arab Chambér of Commerce (Pacific), Inc.” in {San Francisco,’

_Calif.*® This requirement was to be fulfilled by the Amerford Inter-
* national Corp., the firm’s freight forwarder. - o : A
The air freight forwarder reported to McKee-Pedersen that it was
unable to get 513 squired certification for the sécond shipment. The
United Stwtes~Amf%}hamber of Commerce refused to sign the certifi-
cate because the sh;‘p’ping invoice said that Motorola was the manu-
facturer of some of
‘Motorola parts accounted for only $33.88 worth of the $4,489.80
shipment.® oo o g o TR TR S
b BT * JE v . . .

[ PR PR
. R LR t . T . :

% The Jugtice Departmenit complaint is discussed in detail In ch. 4. ° e !

. * Benate Committee on Banking, Houslog and Urban Affairs, “Foreign' Boycotts dnd

Domestie and Foreign Jnmt‘mentn Improveﬁ

atp. 8, ! - Lenr . .

‘ & Letter 10- Chalrman Jg;ﬁ:i E. Moss from Mr. Charles: R. Denny, RCA vice | reizideut.\
Prinited at-p. 189 of the:pubcommittee bearings, supra. Chairman Moss asked for the

. information after reading an z-Hele ruptice on unnap;ez“BCA ‘executive ad fpllows:
“ 1};[&2"”:0 X}ot :gqlng, tozen‘qv;relgtiggq." wi;ht I_@mel to get_gn g-q,b :x_}qtraqt. “I‘X}!l is g.por;!
© 4 Baged on subcommittes Staft interviewh . © N S
. ; f‘b fgpy of the shipping }g_:qi(;g-}g pﬁnte& g app. L at » -
© Based on jubcommitted Staff intirview. _ s S

L% { T et Y ted” . P

. ... Dr. McKee states that he phoned Mr. Fareed Asfor, director of the
United States-Arab Chlismber of Commerce in San Francisco. He
states: “I pointed out that we could not affg?dto Jose this money and
that Motorola parts were not any cause of trouble on thé previous
shipment.” He stated that they probably had overlcoked it by accident
that. time. He also stated that he did not want us to lose money, I had
the impression that something could be worked out if Kuwait Univer-
sity could not get the shipment through customs or had problems
in‘authorizing payment,” ¥ Dr. McKee wrote or phoned numerous per-

i@

C b : o0 b4 i
. N Ce :

=Ibid | o : - L
sons in order to obtain help. He.was advised by the Commerce De-

partment to file an Export’ Administration report. He did, The report

pointed out that & failuré to get payment for the $4,000 shipment,
then in Kuwait, could well “cause bankruptey” for the $mall firm..
Dr. McKee found the situation where the firm could not, recover
gither the shipment or the paymert due to boycotted Motorola parts
ironic when the firm’s freight forwarder told him that the -Mid-
Ameriea-Arab Chamber of ’éommn!'ce in Chicago routinely signs cer-
tificates of origin for Motorola,” Dr. McKee said a new certificate
of origin was prepared, sent to the Mid-America-Arab Chamber of
‘Commerce, and was approved. This new certificate needed for pay-
ment with a letter.of credit was not used, however. Instead, the firm
sent a request to the Kuwait University for payment via a 30-day sight
draft instead of a letter of credit.®® o ‘ S T
sIpd. ' o . oo
_ The 30-day sight draft 'was finally honored and payment received

in January of this year, some 6 months after shipping the requested

goods. Dr. McKee says-that the cost, unusual time delays, and uncer-
tainties of payment, make future sales by his firm to Arab countries
less inviting.5 SN P R

S Ind. ‘

. UNITED STATES-ARAB CHAMBERS OF COMMERCE

The role of United Sia{e‘s‘-Amb Chambers of Commerce ;10ca§ed in
" New York, Houston, Chicago, and San Francisco, raise unique 1ssues’
regarding the Arab boycott and jts impact on U.S. laws and business’

practices. Incorporated separately with separate sets of boards.-of -

directors, they are generally known to serve two princinal functions:

- (1) To promote trade between the United States and Arab countries,
and (2) “legalize” or notorize the certification of various boycott
¢lauses in shipping documents.

‘the spare parts in the shipment. Actually, the -

Disclosure Acts of 1975,” Report No. 94832,



. efforts to end tax exemptions for private scho
‘-Green ¥, Gonnally, 330 F) Supp. 1150 (D.D.C.), &mrmea wltbﬁut, op!

Green. 404 U.B. 997 (197
" “The Internal Revenue Code does not contemplate the grantims of speeiai Fedeml tax

hemments on their boards of dlrectors.“’ The role of certlfymg

- ons Federa

\
N
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Accordinig to the New York State Assembly Subcommittes on:

Human Rights for Boycott Investigation, Committee on Government.
Opemtmns,” the Umted Stat;es-Ara Chamber of Commerce had proe-

% Hearings held Dec. 8," 1917.5 Assemblyman Joaeph r. “Lisu, c}:airman Howard M,

 'Squadron, subcommittee counse!

essed approximately 90 ,000 certificates of origin anﬂ other clauses re-
quired by most Arab ‘countmes.“ For a fee of less than $5, an officer

- Ihid. el .
for the chamber wxll sngn a rubber stamped clause, such as:
, The U.S. -Arab Chamber of Commerce, Inc., a recognized (}h&mber of Commeme.

" hereby declares that, tg the best of its knowledge and belef, the pripes stated
n this involce are the cuirent export market prices, and thsat the orlgm e; t‘xe

goods described hereln 1s ‘the’ United States of Amérfea, (%7
T q18.-ARaB (}numm; oF ’Coxm:ncé, INc,,
By M. A BacHAY, .

Efzgwtive S’ecretary."

sIMa. - !

Indepéndently the subcpmmlttée oonﬁrmed tha.t it lp%xst spme of
these Arab chambers of éommercp certified docun’xents contammg nega.-
“tive certiﬁcates of oz‘lgm suchas: . - .

‘We certify that the infordiation herein is troe and correct to the behi of thr

.

" knowledge and the origin of the goods hérein contained is the United States of

" America and not manufdctured in JSRAEL, nor did the raw materials used in

their manufacture originate in Israel)
We further certify that the above vessel did xipf-—can and wﬂl not 1ntend to
eall'at any Israeli port and ig not on- the Arab boycqtt black list.™ o

% Based On subcrffmlttee staﬁ Interviews with exporters an& review of Export Admin-

istration Act repo

“Blacklisting” clauses have also been “legalized” or certified by the
same chambers, the subcommittee has confirmed. Such practices, in
apparent coutraventxqq of expressed U.S. ﬁohqy by tax-exempt cor-
poratxon Taise questmns as to whether the granting and mnewal

- of their tax exemption is appropnate." In addltmn to oﬁicers of | ma;or

= There 18 case law standtng for-the pro smon that an organlzaticm ] tax exemptlon
statug under section 503 (¢) of the Internal Revenue Code can be terminated as the result

of activities which are illegal qr merely con rar{; to_public policy, These cases arowe from
ol which practiced {acial secregation.
niop gub nom,;- Coit V.

benefits to trusts or organizations, whether or not entitled to the special State rules
relatin to: char!table trusts. w‘hose organiz&tlon or operation eontmvgne F‘ederll pub}lc

policy.” Ibid. at p. 1
U.S. corporations, the chambers have repmsentatwes of fore;gg gov-

ycoﬂ;
*© Subcommitiee ma’ interﬂew with Mr Koward Sqnadron See footnote 120 snprn. !

certificates serves to carry out the interests and policies of forei
governments. The chambers and their diredtors have apparently
not  registered as forelo“n agents under the Forelgn Agents Regls-

« Ihid. o ‘ j

‘tration Act.*?

- ®22 YL.B.C. 612 generall ;)roacﬂbeu thgt persons in the United States who work to
further forelgn political. glte:eatl a8 sgents for those interests, mnst register gnd
report on their actrvftlesmth*theittmev“ neral, )

OORPORATE DISCLOSURR N

In order to gain more information about the impact of the Arab
boyeott on American business, the American Jewish Congress began

~a gorporate disclosure campaign lpst December. Under this program,

stockholders of major U.S, companies sought information concerning
the part1c1§>atlon of these firms in the Arab boycott, pursuant to var-
securities laws,
Disclosure requirements are found in the Securities Act of 1933 s3
13 0.8.C. 775, et seq. N
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~pnd the Securities :Exchange Act of 1934 Section 10 of ‘the
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$415 U.B.C. 7.&;. etseq. [y, ° , ' L Ee ot .

1933 act and sections 12 and 13 of the 1934 act provide disclosure of

information is matefial and “necessary or appropridts for the proper

protection of investors.” The Supreme Court ** has sthtet that material
o toau :

* = Afmlisted Ute Citizen 'é:;{{mea Btates, 406 U.E. 128, 158, 154 {1972).
“facts are those which ¥‘a reasonable investor might have considered * * *
important in the mg’&ing of this decision” to invest or not to invest
TIn response to inqiiities to scores of companies and various efforts to
place resolutions againit boycott participation in company proxy state-
ments or before anniial sharehoﬁ)iers meetings, theAmerican Jewish
Congress has received afstéients from numerous firms concerning their
activities and policies regarding the Arab boysqtt. On March 16, 1976,
the American Jewish Congress 1ssued a press releasa stating,®® in part,
. G 30 O | . <
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 Based on subcommittes staff interviews with Wil Mgs_lq‘v?, Américan Jewlsh Congress.
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< The following companis ﬁ)ﬁ‘ ve] given written assurances that they would not
~ comply with diserimiqg%r%f,o: restrictive trade pradtices: Ajericanp Brands,
Beatrice Foods, RucyragEfe " Continéntal Con. ‘Ei ﬁéiwi“ Natural‘Gag, ‘General
Foods,’ General Motors, ‘(Fgorgia-Pacific, Greyhound, >
- nél-Douglas, Ogden, ‘Ritney Bowes, RCA, Xerox, Scbtt Paper, G. D. Searlg,, Sim-
mons, Texaco, Textron, U.’E;, ypsum, and Warner _(Odm;:n;nunicgtion;‘. S Y
Subcommittes staff éxamined the statements plibmited by thesp firms
to the American Jewish Congress. Some of the statements were as short
-~ one page, others as Jong ps seven pages. Many offered ‘only general-
ized, sometimes vague,-discriptions of thejr past trading practites
regarding the boycott. Several firms, for example, did not define what
was meant by “discrimipatory or restrictive trade practices,” the ?ctivi-
ties they said they did not engage in, Representatives for many of these
“firms said that they had and would contihpe to sign certificatés of

“origin and state the name of thejr'shipper and iivurapcq companies in

compliance with Arab‘ip:_lporting requiremepts, but said’ that having
-done so did not invalys gltering corporate pq{l‘icies on their trade poli-
-cies with Termel. o’ o o SRS E N TR S |
- Furthermore, these firms generally stat@h}thatfthey‘ would not
refrain’ from doing bysiness with a boycotted firm as the resilt of the
boveott or would not discriminate against any person on the hdsis'of
religion, race, sex, or creéd. The Jongest, most de*ailed statement sub-
mitted was that df the'General Motors Corp. However, the corporite
practices and policies detailed-appeared representative of statements
- ‘submitted by the other firms: A ccordingly, the GM statement }s printed
as appendix K at page 2 to illustrate the type of disclosure that hds
been obtained under this program.. el
his type of discloshirg process is costlv and ysnally regults jn only'a
generic account of a firm’s practices and policies regarding, foreign-
_ 1mposed DOyCOLEs. Althonugh the securities laws snahle investors t6 gain
INTormurion that capnhnence therdoancaldacsensais anplitation
18 Iimuated 1argelv hecayse at 35 35 o determine what in 8{t1011

3 A : J e fo disclosure upon

request, with the exceptign of informiats : LR \modi-

Tes and cost tor g given transaction, would gid;‘inves;mré' in obtdining

information about piiblic ‘corporations needed for making: fhancial

decisions, This change'in‘tha act would 4lso.enhance enforeement of the

Export Administration Act. . ot SRR e
POTENTIAL INTERNATIONAL mPLiCATIQNs

It is difficult to estimate with certainty how Arab countries would
perceive congressional action to protect American businesses from
" being used to further the boycott agaiust another country friendly to
the United States. There have been seyeral news.staniesauoting.Saudi

pr. 23, 1976; New York Times, Mar. 12, 1876;

- % Bee, for example. Baltimore Bun. A

Chriastian Science Monttor, Mar. 14, 1876, .
tices, however, susﬁ. §H&§ a_switch away from the United States
not necessaruly 1;.. _

~
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Arab trade with the Netherlands and West Germany over the past

.2 years has not declined despite repoitedly strong onti-Arab boyeott ,

" positions taken by those countries, and countries which have taken a
more supportive position in response to the bo%oott; have not enjoyed
correspondingly. greater trade with the Arabs. For example, an Asso-
«ciated Press story published in the Washington Post on March 4 of
* this year: LR "w" B e ‘ C
’ Franéa's dream of billlons of extra dollars in trade revenue resulting from its
pro-Arab foreign policy-has been badly shattered. . .. Figures of the Organiza-
tion for -Economic Cooperation and Development (OECD) show that countrles
cfiticized as being pro- sgael, such ag Holland, West Germany and Sweden, acta-
3 ;11({“2;? improved thei:;:‘ nonmilitary trade with the Middle East more than the
5 ¥ v : RECE R N

& Tbid, - T . T
- According to OECD ﬁgg'_res, "France improved its monthly {rade
with the Middle East, excluding Israel but including Iran, 49.9 [;3
cent in 1974 over 1978..At the same time, the U.S, average mont
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" ‘up 83 pergent, and Sweden jhereased these éé].IBS'Pyr93 percent.-OEQ
- figures for 1975 supporfthesametpend.® 0 .c:i .0t it o
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These trends appg ' siness judgments basad: on

. the quality and price of:the goods so © I eX €
n1 as 8 major competitive advan Jprod-
deTSINaY ‘ 1) nopetheless:
S RNiiTarIm 1o E_the 1 compli-
ance with boycott requests will be rab»
Tiations. RN —
-_‘—-—“ . : LT
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trade was up 109.1 percent, West Germany was up 100 percent, Ho]lgug g
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" Cuaprer V.-“LEGAL ASPECTS OF THE Aras Boxcorr

INTRODUCTION

The legal issues ralsed by the Arab boycott mvo]ve U.S. antitrast
law, the ExFort Administration Act, corporate disclosure laws, and
civil rlghts aws 'merllwbllltV of Ug civil rights law is raised,
for example, by an American ‘on to comply with the boy-
cOtt practice ol _r cext SR izrently
-employs no members of thezJewish faith and will not do so gs long as
t CO ) ‘do _business with the requesting concern, that no

member of the firm’s board of direc 3 at the firm con-

0 Dusiness ' F nd
ersons o1 the Jewish Taith 1nto the requesters ese requlre-

1ents raise questions’not only about the app 1cab111ty of existing clcgg

rights laws but w’hether niew law’is needed to cover practi
Whether the U.S. sdeiirities laws should "be atnend ‘require
increased disclosure of a firm’s boycott-related i n the pa

of publicly owned and trcded firms, has also been the subject o t
[emslative proposals. There have also been proposals % amend tﬁ’e
ExpoR Administration Act of 1969 80 as to proliibit specified types of
participatipn by U.S. firms in activities dcmgned to F rther boycotts
against countries friendly to the United States, as well'as to. strengthen
the act’s reporting requirements. -

Action by banks in forwardmg letters of credlt or ha.ndhng other
commercial documents containing clauses to the effect that certain boy-
cott practlces have been or will be comphed w1th has been the subject

t i Z“"‘ o

1 See Renresentative John E Voss chnlrmnh Subcommlttce on Overplrht and. InVesﬂ-
gations, Committee on Interstate and Forelgn Commerce. U.S. House of Revnresentatives,
Jetter to Beniamin 8. Rosenthal, chairmab, Subcommlttee on Commeroe, Consumer, and
Monetary Affairs, June 8, 1976.

of recent State leglslatmn des1gned to pro}ublt such pa,rt1c1pa,t10n.

2 Bee Illinois Publjc Act 79—965 “IMinofs Blacklist Trade Law" (1975 laws). -

One of these statutes states that “po financial institution shall agept
Tetter of credlt or anv other document which e1dences the transfer
\INS ANy Provision WHich d Sscriminates
ears to (d1Scrinnate against any person an tl'e basis of race, c()Tor,

" currently a New A vscrlm'natorv pmctlces
based on “race. creed, color. nation=1 origin, or sex” in buving. selhn
or trading, both on the prrt of individnrls du’pc*lw party to such trans-

actions and those who “do any act which enables any . persOn to ’

take such action.” *

8 Ch. 662, Laws of New Yo_fi 1975, amending sec. 296, New York Executive Code. .

" ANTITRUST LAW

The applicabilitv of Federal laws to activities within this country
carried out in furtherance of the Arab boycott and the necessity of
additional legislation will constitute the maior portion of this section.
It is worth reemphasizing that the primarv bovcott—the refus=] of the
Arab League countries to do business with Israel or to sanction im-
portation of Israeli goods or components—is a sovereign act that is
generally thought to be beyond the scope of U.S. laws.* What we are

¢ See Kertenbaum. Lionel. “Antitrust Implimtions of the Arab B~—nott: Per 8e Theory,
Middle East Politice. and the Bechtel Case.” Paper presented to the Conference on Trans-
national Economic Boycotts and Coerclon. Austin. Tex Feh. 20. 1976. pp. 1-4.

An exception is when “persuasion and pressure” from economic, political, and security
relationships, or diplomatic efforts are able to influence the practices.

concerned with is the tertiary (or extended serondary) bovcott by
which boycotting Arab League countries cause U.S. companies not to
deal with other U1.S. companies who are included in their compilation
of “blacklisted” firms, firms with whom the bovcotters will not deal
directly. If two or more [°.S. firms were to combine for the purpose
either of not dealing with some other firm(s), or of preventing some
nentral third-nartv firms from dealino with the ohiect of t}m T1.8.
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i, the combination could be termed a true “boy-

sSee “Contempt Proceedings Against Secretary of Commerce Rogers C. B. Morton,”

Subcommittee on Overslgll;; and Investigations, Committee on Interstate and Foreign
Commerce, U.8. House of Representatives (94th Cong., 1st sess.). Memorandum of Law at

S P-208. tr
In Fashion Originators Guild of Americav. F.T.C.,* the U.S. Court
114 F. 2d 80 (24 Cir. 1940), afr'd, 312 U.8. 457 (194ii. ! . .
f Appeals for scond Circuit said, “A combined refusal to d.

with anyone eans of preventing him from dealing with a third
person, against whom the combined action 1s 1S a boycott,
. and a boycoft 15 prima facie unlawiul.” ¥ Moreover, it has been held

t I . . .
4 ¢ vy
S . ' '

7114 F. 2d at 84, ',:;‘x? : . . :
that a boycott produced by peaceful persuasion is as much within the
[Sherman] Act’s prohibitions as one where coercion of third parties

o et -

s Vandervelde- . Put and Call Brokers and Dealers Asim, 344 ¥. Supp. 118, 141
(S.D.N.Y. 1972). e A PO

Horizontal bovcotts (those involving the combination of firms at
the same level of production, and generally in competition with 'each
other but for the combination) are generally considered so pernicious
that they constitute pét- s antitrust offenses.” The same thing is not

* See Klors, Inc. v. Broadiay-Hale Stores, Inc., 359 U.S. 201 (1959).

generally true of vertical boycotts (those involving restraints imposed
by a firm at one level in the marketing chain upon the dealings of one
or more firms at a lower level in the chain). Bnt. since the formulation
of antitrust rules concern distribution restrictions,’® the legality of

10 A Jeading case 18 United States v.. Arnold 8~hwinn'é Co.. 388 U.8. 385 (1967), in
which the court ret forth certa'n condit*onr wp”er which vertical restraints on the resale
of goods would be consi*ered per se unlawful. Fut left open, to he determired under the
Rule of Reason, the legality of other restrictions on absolute freedom of resell

vertical restraints on trade (usuallv on the distrihution of #oods) has
to be determined within the context of the entire transaction, The
nature of a vertical conspiracv will be further addressed below, in
the context of the comp)aint filed bv the Department of Justice against
the Bechtel Corp.™* (See infra, note—and accompanying text). -

n Unit& States v. Bechtel Corp.. Civil No. C-76-99 (N.D. Cal, filed Jan. 6. 19765, here-
inafter referred to as complaint. :

Virtuallv indistinguishable from a “beveptt” is a “concerted refusal
to deal” Since the actions by some T1.S. firms in furtherance of the
Arab Bovcott have senerally talen the form— of refusals to deal with
certain -other firms that are “blrcklisted” bv fh~ Arab Teagne coun-
tries, the term “refusal to deal” will be emploved heve. The anplicabil-
ity of antitrust laws to refnsal-to-deal activities nlso entails making
“the distinction between unilateral and collaborative or conspiratorial
action.” 32 : : < o

12 Ppida. Car) H. “Individusl Refusals To Deal : When Does Sin~le Firm Conduct Become
Vertical Restraint 7’ 30 Law & Contemporary Problems 580, 603 (1963). ,

The leading case on whether a businessman mev select his customers
or supplies on whatever basis it chooses, United States v. Colgate &
Co.* Colgate is still good law, but some aspects of the Colgate doctrine

250 U.8. 300 (1919).
have been circumscribed by later cases. For example, it has been held
that repeated refusals to deal may constitute a course of dealing that
violates section 5 of the Federal Trade Commission Act ** as an “unfair

“15 U.B.C §45.
method of competition”** and that an antitrust violation will be found

3 F.T.C. v. Beech-Nut Packing Co., 257 U.S. 441 (1921) ; see also, Oppenheim, S. Ches-
terfiecld. and Glen E. Weston. Federal Antitrust Laws: Cases and Comments. St Paul,
Minn., West Publishing Co., (1968) pp. 498-533, “Refusals To g

Hex
antitrust law.* : . . .




“frestraint -of -trade’- referred to-tn-ree. 1 6f the set-me~wi opnlv unreasonahle restraintiof

“for dealing.’®
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fnﬂawful if the size and market power of refusing ﬁrm are such that )
its monopoly power is likely to insure compliance with its conditions P
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 United §tates ¥. Great Atlantic & Pacific Tes Co., 671 F. Supp. 628 (E.D, Il 1948),
afra, 178 F. 2a 79 (7th Cir, 1949). - ;

Ll ’ . R . ‘*
T “POLICY OF ANTITRUST LAW ¢ BRI
- As recently a5 1973, the ninth circuit commented that “it is not the
primary purpose of the Sherman Act to protect deserving private
persons but to vindicate the public interest in a free market.” 2?
statement is particularly relevant to an examination of the applica-
‘bility of U.S. antifrist Iaws o _busijiess refusals to wit, ack- -

IMMWMM_TEM,MQMem
impact on individual U.S. businessmen.’* The language used by the
ninth circult does not reflect a new approach to the policy behind -
enforcement of the antitrust laws but rather reiterates what has begn -
stated many times beforg. For example, the Supreme Court in 194?

gaid that the purposs-of -the Sherman Adt was “to sweep away all
appreciable obstructions”so.that the statutory -policy. of frée trade

might be effectivély;achieved.” ™ Lower courts have emphasized' the

fact that the.antitrust laws are to be used to prevent unreasonable re-

muct _he condermoned as [a Vi_ Iaitiion].” 3,1
court that the protection of the Sherman

el 18
‘The observation of another

-Act is available not only to “those in direct competition” with a de-

fendant or to “those who hnave direct dealings” with a defendant **
mist be read in the con*~v* of the holding that only where there is
injury to comnetition, gs distinct from injury to competitors, is the
perpetrator liable under the antitrust laws. . : :
In seeking to determine whether ard under what conditions the
antitrust laws should be ‘made anplicable to business refusals’to deal,
the distinotion should be made between refusals based on ‘the desiye
to attain or maintain & monopoly position and fthose in which the
refusing party merely sphstitutes one firm for another in his decision
to do business with only one of them. As Profrssor Carl Fulda has
observed, paraphrasing the lansuage in Ace B-r»?® “in the absence
of an attempt to achieve or maintain a monopol~.” the Colagate right
of customer selection gjves a businessman the legal right to change
trading partners “recardless of anv hardship for the [disvlaced
party] and even in the absence of any planaible iustificdtion.” ¢ * -
The anticompetitive ‘and often’ morally offensive overtones 6f
Arab bovcott-related ‘cordnct or the existence of all economic deétri-
ment in some individuals' do not necessarily mean that basic U.S.
antitrust, nolicv is able to properly deal with the impact of the boy-
cott on U.S. business. Professor Lional Kestenbaum has stated:

37 Nnited Btates v. Hilton Hotels Corp., 467 F. 2d 1000, 1003 (9th Cir. 1973).
8 Rae D, _supra. . ) . . :
W [Inited States v. Yelloyr Oab Cno., 332 TI.R. 2R 226 (1847) ; see alsa Fashion Origi-
nators Guild of Americav F.T.0, 312 1L, 457 4RR (31841), : .
® Ree Btandard 0il Co of N.J. 1. Tin{ted Btatex 221 T1.8.°1 (1831) : Urited Btates v.
Ameriern Tobaceo Ca.. 221 TLR. 108 (1911) : Chicrge Roard of Trade v. Uinited Btates,
246 U.8 231 (191RY : Ace Beer Dirtribuiors. Inc. v. Kohn, Inc., RIR F. 24 228 (6th Cir,
1963V cert. denje?. 375 N.K 022 (1R8] .. Unifed States v. Monufacturers Hanover Trust
Co.. 240 F. 8unn, 887 (KD N.Y : 1964%). : : R :
. B Che~ker Motors Cove v. Chysler Corp,, 282 F, Srap. 874, 883 (S D.N.Y. 198K}, -aff’d,
405 F. 24 319 (29 Cir. 19891, cert. denie, 304 U.S. P9 (1809). “It i» well settied that the

trade in thot, a8 the caren:- nolnt ont. every rommarclal contract has some restraining
effect upon trade.” Ace Beer Dislributova, [=2. %A, 31R B, 24 at 287 '

2 Turper v. U 8. Gypsum Co.. 11 F.R.D. 545, 5468 (N.D. Ohio 1851). . N

#218 ¥, 2d 283, .

* Fulda. “Individual Refusals To Deal: . . 7" at 587.

... “the Arab boycoft” evokes by its terms the expectation theat the autitrust
laws have a siguificant role. For as we bhave been told by the Supreme Court, /"{E"é\
“Group boycotts. or concerted refusals by traders to deal with other traders, T
have long been held to be in the farbidden category” of per se violatiens of the
Shermsan Act, This sntitrust rubric means that boyveotts are “conclusively pre- ..!
sumed to be unreasonable and therefore illegal without elaborate inquiry as to o
the precise harm they have caused or the business.excuse for their use.” The )
presumption, beiug conclusive and irreburtable, has been held not avoided by - ’
claims of reasonableness or laudable purpose. Accordingly, boyeotis heve beén -
coudemned when the stated goal was te prevent actr which were tortious under
state Iaw, or in another case, to raise funds for promoting conventinus jn Port-
fand, Oregon. It a laudable purpose is no excuse, then a purpsose contrary to
public policy ought to be bad & forfiort. And to complete this line of reasoning,
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the Arab boycott has been formally declared to be repugnant to U.8. pollcy
[clting 50 U.8.C. App. 2028(8), Section 3(5) of the Export Administration Act of
1969; and Export Administration Regulations, 15 CFR $§ 369.1, 840.8]. [Other *

- footnotes, which detail the case law to support the foregolng statements
_ been omitted.] * i ] ppo " g e en "’-i’han

i .

B %

- Kgstenbat;m, "Antit.ruxé?npllcatiﬁns of the Arab Boycott: . .' ;," atl, :
:While. the geneml;' ferm “anjtitmst laws? has been used throughout
this section, the pertinent antitrust statute is the Skerman Act,* par-

e

*15U.8C 17,

ticularly section 1 and 2. They prohibit contracts, coinbinations, orcon-, .
spiracies in res\tramt' ‘of trade or commerce,” and monopolization or

F .
-

re i £t e e ;.n.} -

¥1508.C L ‘ JRC Sy v i-
attempts to monopoli:z:a."{ The language of those sections has generally

. =I5 ULC 2 e , . o
been construed, to mesn unreasonable restraints on trade.” But thereis— - - '

P

- % See note 147, supra, mi:iéc{;;:’:pgnyi_n& tﬂ;_ . e o oot
8 history of case law'standing for the proposition that any conceited
refusal to deal is per se unlawful®” . . ’ o

- <

® Pashion Oripinators Guild of America v, P.T.C., op. ¢1t. ; Klors, Inc. ¥v. Broadway-Helg
‘Btores, Inc., op. cit. ; Radianl Burners, Inc. v. Peoples Gas Light & Coke Co., 364 U.B. 656

, £1961) ; Sffver ¥. New York Stock Ezchange, 373 U.8. 341, 847-348 (1963) ; United Biater
V. General Motors Corp., 384 U.8. 127, 145—148 {(1686). - o

' THE Bncm SUIT ‘
The rpcent antitrust suit filed by the Department of Justice against
the Bechtel Corp.” and its wholly owned or controlled subsidiarieg,

# Complaint filed Jan. 19, 1976. , f o
referred to in the complaint as the Bechtel Group,”* affords an op-

2 Ihid., pars. 4 and 5.

portunity to evaluate the applicability of the antitrust laws. not only

to the specific circumstances that precipitated the Bechtel filing, but

also to the range of other boycott-related activities as shown by the
existing data. A . : I T

On January 6, 1976, the Department of Justice filed suit against the

" Bechtel Corp. and its subsidiaries, United States v. Bechtel Corpora-

tion,” alleging violations of section 1 of the Sherman Act and accusing'

= The greater part of the ensuing analysis of Bechiel owes much to Lionel Kestenbaum;
and is. In fact, a snmmary of the major points raised by him both in hls paper (op. cit..
note 1) and in bis oral presentation to participants in the Conference on Transngtional -
Economic Boycotts and Coercion in Austin, Tex., in esrly 1976. Unless otherwise indi-
cated, quoted material is from Kestenbaom, ) E o
the companies of conspiring to restrain trade in this country by reason
of agreement(s) not to do business with people and firms (potential
Bechtel subcontractors) . that have been “blacklisted” by the Arab
League countries. The Bechtel complaint charges a combination and
" conspiracy to boycott in unreasonable restraint of trade and com-
merce.* To analyze the complaint, Professor Kestenbaum asks, then

# Complaint, pars. 20-22. : -
answers; three questions: “What conspiracy? . . . What boycott? . ..
‘What commerce #” .

In paragraphs 7 and 20 of the complaint. the defendants and cer-
tain unnamed conspirators are alleged to have participated in the
“combination and conspiracy which resulted in an unreasonable re- Y
straint of . . . interstate and foreign trade and commerce in viola- m
tion of section 1 of the Sherman Act.” Tt is Kestenbaum’s theory that SR
the unnamed conspirators are the probably unreachable Arab nation-
als: While “it is novel” to apply the principle that one joining an exist-
ing horizontal combination of persons or entities who are “beyond the ‘ o
reach of jurisdiction because of foreign governmental action” is him- S

-
gk
=3
3
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self liable as an antitrust violator to this type of situation, there ard

analogous cases—to ‘the effect that restrictive ments made by
- combinations statutorily exempt from much of the substance of the "

; i antitrust laws (for example, agricultural cooperatives, labor unions)*®

® See 7 U.8.C. 91--202, the iQapper-Volstead A:ct; 1508C 17
with others who do not enjoy the exemption(s), are violative of the

antitrust laws—that would support such a charge.®® -.

® A gample of applicable cé;e'law is complled It note 29 of Kestenbaum's paper,

~_ That explanation of the “conspiracy” in the Bechfel complaint is
but one of three “horizontal conspiracies” advanced.®” Another is that

#” Actually, Kestenbanm -.Aavances four theorles of the a!leged'conspirac’j; but one of
them—that a vertical conspiracy existed between Bechtel and 1ts subsi’jaries—although
not impossible to sustain under case lJaw (*The fact that these restralots occur in a setting

--described . . . as a vertically Integrated enterprise does not necessarily remove the ban

of the Sherman Act”; *“The corporate !ntertelationshlgs of the conspirators ., . . are nat
. determinative of the applicability of the Sherman Act.” United States v. Yellow Cab Co.
op, cit. at 227). does not appear to te favored: ““There is no indication that the Bechtel

complaint proposes to charge an ‘“intra-enterprise’ conspiracy consisting solely of Bechtel
and affiliates.” See note 28 of Kestenbaum’s paper. ey .

Bechtel was'a" party to a conspiracy between non-Arah entities within-——
(and possibly outside).of the United States to conform to the boycott.
Such a “conspiracy” would not necescarily require any more than to
prove that-each of the participants was aware, prior to making its
own decision to participate in the boycott, of the actions of others: the
third theory is that Bechtel orchestrated a conspiracy among its sub-
contractors that they not deal with “blacklisted” firms.** -

® The complaint. paras. 2 (b). {(¢). charges that dJdefendants have reeémired thelr con-
tractors “to refuse to deal with blacklisted persons” and have furthered this schéme by
specifically identifying those on the blacklist. : £

Whether a boycott mav be justified by its noncommercial purposes
and lack of anticompetitive intent is sufficient to immunize a horizontal
boyeott from per se illegality has been settled in the negative by the
Supreme Court.* However, it is still being debated by lower Federal

® See note 140, supra. 3

- courts.* The critical factor in determining the antitrust significance

# Qee Bird. €. Coleman, “Sherman  Act Limitatione on Noncommercisl Copeerted Re-
fusals To Deal'’ 1970 Duke Law Journal 247 (3970); Coons. John E. *Non-Commercial
Purpose as a Sherman Act Defense.” 58 Northwestern University Law Review 705 (Jan.~
‘Feb. 1962) : Chastain v. Amerioan Telephone & Telegraph Co., (D.D.C, 1978). .

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

@ See note 147, supra, and accompanying text. : ‘ O
United States, as “basically the result of political conflict,” are im-
mune from antitrust attack, is not supportable if the requisite adverse
competitive effect is found to be present. In that conte<t, it is likely .
to be the market power.of the bovcotting group that determines its
susceptibility to a Sherman Aect charese. The Denartment of Justice
apparently plans to adduce sufficient evidence of adverse competitive

‘effect ocenrring as the result of the alleged conspiracy.“ o

“The comnlaipt as drafted gpecifically alleves. inter alia. that “Subcontractors have
been denled free and open arcess in dealing with nrime contractors in connection with
major construction {pm}eets in Arsb: Leapue countries {par. 23(c}) ; sud that *‘competi..
tion in the éxport of narts. systems. materinls, equipment, and services In conneetion with
major construction projects In Arab League countriegs has been suppressed” (par. 23(h)).

Although the per se Pprohibition against horizontal boycotts is
predicated on the perniciousness of any group’s ability to “foreclose
access to the market or {o coerce compliance,” the market power of
the boycotting group is still important but nondeterminative. Never-
theless, in paragraphs 8 and 10 of the Be~htel complaint, the defend-
ants, “one of the larpest prime contractors in the world.” are said to
have sold their design, engineering, corsulting, managing. procure-
ment, equipment and supply delivery. economic and site feasibility
study, and construction services to “governments, governmental agen-
-eies, large businesses . . . or joint ventures among members of these-
¢lasses.” Paragraph 9 states that of $1 billion worth of major build--

”
e
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ing contracts awarded in the Arab countries in 1974, the defendant—

‘together with 12 other prime contractors—shared all but a small per- . c

centage of that amount. .
The commerce alleﬁﬁed to have been affected in this country is, ag
set forth in paragraph 23 of the complaint, that concerning materials
and systems unable {0.be supplied by “blacklisted persons located in
the United States .3}, in connection with major construction proj-
ects in Arab League countries.” Since the commerce allegedly affected
is within this couniry 'and since actions taken outside the United
States jurisdiction have effects within the country, that may create
liability under U.S.'law the act of state doctrine woul dnot normally
deter U.S. judicial action.** ! ’

@ See, for example, United States v. Aluminum Co. of America, 148 F. 24 418 (24 Cir. -
1945) : declding that an agreement. entered Into outside the United States, concerning
the importation into thircountry of aluminum, did violate sec. 1 of the Sherman. Aet
Judge Learpoed Hand concluded that desplite the fact that ““We shculd not impute to Con-
gress an intent to punish :all whom its courta can catch, for conduct which kas no -
consequences within the United States ... ."it 1s settled law . . . that any state may - :
impose Hablilities, even upon -persons not wthin its allegiance, for conduct outside it
go;t‘!]ertt4 *nat. has consequences w!ghlg its borders which the state reprebends. . . .” 148 -
i g g DR N rh N ) .

“There i&:ppéar d:o bg?sﬁiﬁéiept d};légﬁtions pi’eSeﬁt in the B, Vé?zégl coin--— ——

‘ glaint as to the typa df “conspiracy,” the kind' of “boycott” and the
-kind of “commerce” necessary to sustain an antitrust action for yiols-

" tion of section.1 of the Sherman Act. Invéking the rationale upder-
. lying Bechtel, in similar”sithations should ren
" similarly liable. et Y

it er other participants

Amrrims;“ﬂw TO DEAL WITH BOYCOTT
The subcomimittee’s search of the subpepaed Export Administgd—
tion Act reports revealed faw cases of concerted refusals to deal in-
volving the requisite facts to warrant antitrust sanctions.* If this
4 See pp. , SUPTA 4 ’ '

data accurately reflect the cpmplete picture of boyeott activities, thei’ '

* suggest that fhe Sherman ‘Act may be able to resolve only a few

of the types of activities potentially damaging to small business.

Even in instances where.antitrust prosecution might be legally’ sup-

portable, there are those such as Professor Kestenbaum who argue

that the use of the antitrust statutes might not be as desirable, from

a policy viewpoint, as “legislation or . . . executive action under

the laws applicable to foreign trade.* o
« Kestenbaum, “Antitinst Imﬁllcai%on of the Arab Boycott: ‘ . s+ at27. .

N : . . -
i .
R

- Fe;;o
< (/
{:: p
< Yy
IS X7
“\:Sﬂ N f
™,

?)



i

- APPENDIXES '

PP
-




Gonmm*r Pnocmnmes AGAINBT SECRETARY OF CoM MERCE, Rmm (} B. ‘\on'rozt‘

.- ot La—

. 3This sommary was prepured for use by subcommitice stni! in further contempt pro-
ceedings agalost Secretary ot Commerce Morton, Dec. 5, 1975. )
A}

~

.. Susmmary

'(Submitted by John - E Moss, Chalrman, Sabcommlttee on Overaight -and
Investigations, .Cémmittee on Interstate and Forelgn Commerce)

- -’;: INTRODUCTION

On November 11 1976. the Subcommittee on Ovemight and Invesﬁgations, by
# vote of 10 to 5, approved the following resolution:” .. -

“Resolved, That the’, Snbmmmittee finds Rogers C: B Morton, %ecyetary,
‘United States Department of (‘ommeme, in contenipt for failure to comply
the subpoena ordered by’the. Subcommittee and dated July 28, 1975, and that
facts of this failare be reported -by the Chairman of the Subcommittee on Over-
sight and Investigations to :the Committpe on Interstate and Foreign (}ommerce

. for such actions &s the Committee deems gppropriate.”

This action was taked bephuse Secretary Mbrion s repeatedly refused to

_comply with a Subcomittee subpoena for Arab boycott reports In the possession

K

B

o

of Secretary Morton. These reperts are needed Ly the Subcommlttee 1n order to

- determine the nature and scope of the Arah trade boycott.

. 'The Subeommittee's first request to the Commerce Department was on July 10,
1975. Secretary Morton wrote ‘to the Subcommiftee on July 24, 1975, refusing to
furnish the requested intormatiop. On July 28, the Subcommittee issued a sub-

K poena duces tecum for those reports. On August 22, Secretary Morton wrote to

the Sabeommittee stating that ke would not comply with the subpoena. The
Subcommittee wrote Secretery Morton on September 2 to remind him of the
Subcommittee’s jurisdiction and need for the Information and to advige bim
that he would be called upon to appear before the Subcommittee With the
‘documents.

The Secretary’s explanatiox; for his noncompliance on those occasions and

. gince, is that be believes Béctjon 7{c) -of the Export Administration Aat—the

game set that requires the reports po be filed—alsq requires the Secretary not to
disclpse them to Congress: °

On September 2. and on numerouns occasions since, t}‘e Subcommittee explained
to the Secretarv why his interpretation I8 at variance with the terms of the statute
and also inconsistent with the legislative and oversight duties granted to Congress
under Artjcle I of the Constitution Secretary Morton sourht, and on September 4
received, an opinion from the Attomev General aupporting his positmn for not
'complying with the Subcommitteé’s subpoena.

Secretary Morton appeared before the Subcommittee nn Sentember 22 pursmant

.. to the July 28 subpoena. Secrétary Morton acknowlédged the Subcommittee’s need

and jurisdiction for its Inquiry into the impact of the boycott. Asked if he had
‘brought the subuoenaed documents with him, Secretary Morton answered that
he had not brought the documents and again asserted that the confidentiality

__ section in the reporting ‘Aot precluﬂed him from compliance with the Subcom-
mittee’s subpoena.

. 'The Subcommittee carefu'lv consldered Secretary M'n-tons posmon during
Tour days of open hearings. Secretary Morton was present on September 22 and
on November 11. On October.21 and 22, the Subcommittee heard from three lead-
ing constitutional law srholdrs who dircussed Secretary Morton’s obligations.”
The Subcommittee considered alternatives to contempt uroceedings. On Septem-
ber 22, Congressman Rinaldo suggested at a Suybcommittee hearing that the

R Subcommxttee bring the controversy before the courts by seeking a declaratory

judgment. The Chairman answered that svch delief was not possible, under exipt-
ing law. The Chairman sought, ind on September 29 received, 8 memoranduin
from the American Law Division of the Library of Congress which carefully
analyzed that question-and concluded ‘on the basis of Supreme Court cases
involving simi'ar controversies that the Court wounld not find it justiciable. On
another occasion, the Subcommittee considered in an opren bearing a compromise
conwisting of obtaining the information with a promise that it woild not be made
public. However, it is the position of 8 maiority of the Subicommittee that it

-would not be respousible for the Subcommittee to make a decision on what to

‘do with the reports until after it has csrefully reviewed them. Further, allow-

"ing the Executive to tell Congress what information it ean have or uTider what
. eonditions, would (absent a clear waiver of congressional authority) do violence
-to the doctrine of separation of powers and the oath of office.

. ‘Thus, since July 10, 1975, the Subcommittee has been denied information that
‘it needs for its investlgation.

12 -

.
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. : ARAB BOYCOTT INVEBTIGATION

. Although the Arab trade boycott has been In existence for at least 20 years;
"{ts impaoct has recently Intensified as the result of Increased wealth in the Arab
world due to petrodollars in large part gained from the pockets of- Amerlcan
consumers. Generally what one country chooses to do with another s its business,
“but the problem with the Arab boycott is its apparently unique secondary aspects
that serve to impose its practices on citizens snd businesses in this country.

,,' 'NATURE OF THE BOYCOTT ..

"The Arab trade boycott ag&inst Israel in effect takes two forms. First, Arab
npatlons refrain from doing business with Israel. Second; Arab nations require
other countries to join their boycott s a condition from doing business with

Arabs. The secondary bpycott involves the coercion of U.S. companies to engage

“in anti-competitive and discriminabory “practices, a matter. of central Importance
“to Congress,

American firms are being required {1) to rerrain Iram doing bus!ness wif:h
Israel, (2) with other American firms who do business with Israel, or (8) with
firms which have United States citlzens of the Jewish faith as members of thelr
boards of directors or with controlliig stock interests. For example, one Arab
-concern requjred complisnce with the following statement in order to do business:
gA.!.l]d we solemnly declaxe tha; wg, or this co:rmpany, are not Jewish, nor qgntrolled

y Jews.” - ¢

Not sll of the boycott causes are,s*s blatant in expreesing their ethnic dr
religious biases. Many ol' the. boyeott clauses. examined by the ‘Subeom!
‘state: © . and the otf:ree oﬁ;erwise agrees to eomply with the boyg:ott." Y

v "(qummsss OF THE notoo'x'r L LR

. 'There ‘have of course beeﬁ nfher multilateral trade boycot'm The Arab bdycott
s unique in its secondafy aspects. For exampls, whell the United States boy-
cotted Cuba, it did not require other countries to join the boycott against Cuba
as a condition for doing business in the United States, Further, a boycott on the
basis of religious preference 1s-a violation of federal law, raising serious queg-
tions under bat.h antitrust qmi clivil rights statutes: - .

DOMEST!C LAWS AND THE BOGYCOTT

The boycett is clearly contrary to American principles of tree trade and
freedom from religious discrimination. It also appears violative of antitmst
and other federal laws, laws. w}thjn t_he jurisdlctitm of the C-ommittee on Xater-
state and Foreign Commeree )

The Federal Trade Commission and Securities Exchange Acts are within the
jurisdiction of the Interstate and Foreign Commerce Committee, The Fed

“Trade Commission Act prohibit “unfair or deceptivg gcts or pracﬁces in com-
merce” and “unfair methods of competition.” Similerly, the Committee has
jurisdict.ion over the Securitles Exchange’ Act which provides that any “manipt-
lative or deceptive device {ir contrivance” relating to the sale of Becurities {&
unlawful. Under the regulations of the Securities and Exchange Commission,
public corporations are required to afford stockholders “full disclosure” of infor-
mation material to a compayy’s financial situation, a doty which wmﬂd include

--@isclosure of a- corporation :} response to a boyeott requext.

OTHER ASPECTS OF SUBCOMMITTEE. INQUERY .-

_ The Subcommittee has obtained information that some domestic corporqtloﬂs

" have lost substantial export business as the result of having been placed on the
Arab boycott list. For example, the RCA Corporation reports that they did
about $10 million worth of export business annually with Arab countries prior
to being placed on the boycott “black!lst.” RCA states it had every reason’
believe its export sales to the Arab world would rise above the $10 million lev
However, since being placed on the boyeott list, RCA’s business with Arab
conniries has dropped {o less than $1 mxllion for- 8 1ess in sales of at least $9
miltion annually.

In the course of the investlgation which began in Aprn the Subcﬂmmittee
" has come into: possession 0f documents evidencing efforts by foreign ‘firms and
American firms to cause other American firms or iadividuals to agree to baycott
- provisions. The Subcommittee has also obtained copies of offers to do business
from Arab countries that were circulated in thi§ eountry by the Departmest
of Commerce despite the fact that these offers had boycott clauses and despite
the faet that such a boyeattis wiol~tive of the policy -expressed in the Export
Administration Aet (50 U.S.C. App. 2402).

On November 26, 1975, Secretary Morton announced that the Commerce I}epart-
ment will no longer cidrculnte tenders, bids. or offers ¢dntainig boyoott requests.
The need for Congress t6 determine if the Commerce Department is now fully

- carrying out statutory nolicy opposing trade boycotts remains.

The Commerce Department has salso, since the Subcommittee’s action ﬁnding
Secretary Morton in contempt, revised itg regulations teo prohibit exporters from
taking action that has the effect of furthering restrictive trade practices which
discriminate against United States citizens or firms on the basis of race, color,
ieligion, sex, or national origin. However, the Department has failed to amend
“its regulations to deal with the most prevalent type of discriminatory practice,
the secondary boyeott of American citizens or firms which do business with
the State of Israel or who “are otherwise on the boycott list.” Thus. restraint
of trade practices in this country which are contrary to the Congressional man-~

« ~date of the Export Administration Act. as well as imphed forms of anti-semiﬁsm,
#ill remain untouched by the new regulations.

4&v3%
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‘ ‘: INFORMATION SUBPENAED r

'

The information subvenaed from Seuetarv Morton are reports about the
Arab trade boycott against Israel which are filed by American firms pursupant
_ to the Export Administration Aet. These reports must be filed by an, American
gzm tzzder penalty of law every time it receives a request to particlpabe in the
yCO
The Subcommlttee needs this information In order to determine whether
Federal laws related to the Arab boycott activitiex are effective ar well as
whether new legislation ‘is needed. With the President’s recent announcement
of chanees in Federal tégulations snd vossible legislation to address the boycott
issue, the need for this fnformation is even more critical. For clearlv there is
no wey the American pudlic or the U.8. Conzress can determine whether the
President’s new directive (made pursuant to the Export' Administration Act)
is being eomplied with o long -as the Commerce Secremry’s assertion ot a right
to limit Congressional access stands, . - w2 e
~ :' M -

SECRETABY M()RTON 8 DEFENSE: \

. Y

[

In deciding not to cnnmlv with the Subcommittee’s snbpoenw Secretary Morton
eited Section 7(c) of the Exmrt Administration Act as his reason for not
complving with a snbpnena eghied to bim by the Subcommittee for the Arab
bovcott renorts. Section'7, ' (¢) of the Act. provides: ..

“No derartment. «nzencv or-official‘ exercising -any dgantlon under thin Act
shall’ publish or diwlnse in(ormntinn obtalned hereupder wtich is deemed con-’
fidential or with reference tq: ‘whirh a ‘réquest for confidentia) treatment is made
by the perean furnishing soeh’ jnformation. unlecs -the hend of such departmept
or agency, debermines that t}]e withho]dlng thereof is contrary to the nationpl
interest.”

Secretarv Morton argzues thnt he would violnte thut: Section lf be complied
with the ‘Subcommittee’s subnoena. and he has received an opinion fmm t.he
Attorney General conﬁrming his view. : s =

BUBCOMM mm’s REPLY

However, the Subcommittee has repeatedlv wointed out to Secretary Morton
that Section 7(c¢) does not in any way vefer to the Congress. and that no reason-
able interpretation of that Section could cupport the position that Congress by
implication had surrendereqd §ts legislative and overcight an'thorltv ur'der Articlel
of the Constitution. If Congress were tn. surrender it¢ powers in a statute. 1t
would bave to do so expresslv and not. as Secretary Aldirton argues, by imnhca;-
tion or silence. The Subcoxnmittee has received the npinion< of four constitutional
‘law scholars who say that thb Secretary s view is Iegally untenable“ o L

mPLIOATIONS OF BECBETABY MOR’I'OV B NONOOMPLIANGI

If Secretarv Morton’s ‘argument for not comnlying with-a val‘d Oongressiona‘[
subvoena is allowed to remain unchalleriged. it will establish-a danzerous prece-
dent which would be more pernicious than the ddetrine of execuitive nrivilefze.
According to a recent Iibrary of Coneress renortlif Secretary Morton's theory
is adopted. Congress mev be precluded from access to information comobiled
pursvant to more than a hundred statutes ~imijlar.to the statute cited by Qecre-
tary Morton. These statutes apply to 11 cabinet denartments and at least 14 other
agencies. involving & wide sbectrum of data. The Congressional powers of over~
sight and investigations would be rerimlsly crippled. o L

CONGRESSIONAL Powmis OF OVERSIGHT AND INVESTIGATIONS ' " * ; |

Congress has a duty to ascertain whether laws are heing enforced before it
congiders amerding those laws or enacting new laws. This power. having’ anjte-
cedents in the historv of the British Parlinment. has been unheld by the United
States Supreme Court trom 1791 to 1975. The Oourt has stated :

“The power of the Congress to condu-t investigntions is inherent in the 16019-
lative process. That nower is broad. Tt eucompas<es inquiries concerning the
administration of exjsting lawr as well as nroposéd or poesibly needed sfatutes
It includes survevs of defects in our sncial. economie. or palitieal svstem for the
purmose of enahling the Congress to remedy theni..It comvrehends probes into
departmenta of the Federsl Government to exprise mrruptlon, ineﬂimency ‘or
waste,” Watking v. United Statea,&r} 0.8, 178 187 (1957).

OONGRHBIONAL POWEB TO IBSUE BUBPOENAS

To oversee the administration of federal laws and to investxzate matters
which may need legislation, Congress has the power to-use compulsory process ;
i.e., issue subpoenas for documents, compel testimony (except when it would
be self-incriminating)., and bave such testimony provided pursuant to laws.
providing for prosecution of verjury. The rationale for compulsory pracess is
' summarized by the Supreme Court in McGrain v. Daughtery, 273 U.S. 135 175
(1927) :

“Experience has taught that mere requests for information often are un-
availing, and also that information which is volunteered is not always apcurate
or complete; so some means of compulsion are essential to obtain what i
needed . . .” .
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oonamsmnu. CONTEMPT POWESS ' S

The Supreme Gourt"hu upheld Congressional contempt powers because?
‘ “Here, we are concernedl, not with an extension of Congressional privilege, but
with vindication of established and essential privilege of requiring the produc.
- * tion of evidence. For thfi: purpose, the power to punish for ‘contempt Is an ap-
: propriate means.” Jume%/‘ ¥. MaoCracken, 249 U.8. 149, 158 (19}36).
7.

.;nmm‘osm or nocuum _:‘*

It i lmposslble to make a8 wise decision concerning the issue of whetber or
not to release the reports to third parties until after the Subcommittee has
recelved the reports and. examined them carefully., The Subcommittee has not

: made dny decision to release or not release the subpoerned documents, Aee
cordingly, it would not be responsible, Chalrman Mogs has said, for the Sub-

- R t ,u

committee to agree to a,condltion imposed by the Secretary without studying

the documents,

The Subcommittee has obtalned by subpoena thousands of documents con-
cerning natural gas producer reporting practices—documents of 8 highly sensi-
tive nature. None has peen disclosed. No Subcommittee subpoenaed docnment
has ever been lmproperly ﬁfSCIOSQ’L

. .| i -7
. The Supreme Court :ln ,May of thi,s year “sald that Congressional 1nv¢stlga-
t:ions, once shown to beiin t}ze sphere of legislation, “shall not be uesthped
Y. Uniled States Berviperien’s Fund, 321
-.B0L) The Cpurt said’ th tgm anstitutlons Spef:l;n or Debate Clause u an
+ absolute bar ‘to interfemjxcc.s The rationale for tbaf decision is rooted in
- notlon of a separation of. powe Ad:a Tederal court {in Fiskler v. M qrih
117 F.Supp. 643 :(smmzr d 218 F.2d 164 (zad mr 1954) (per riam),)
explained: - : "\
““It is entirely clear ..} B tbat neither “this nor any o{her ceurt may prescribe
_ the subjects of Congresslonal investigation. Were a court empowered to Hmi¢
in advance. the subjects of angressioﬁal investig‘atiens, violence would be done
to the prineciple of separﬁtl o?ot powers upon whlch o?r entire pr
is based.” {at 648)
L A ’ L K . . .
“{T]he legislature cannof be compelled to submit tn the prior approval and
- censorship of the Judiciary before It may ask questjops or inspeqt docunients
: thrpli'gh( ltts 6§gvestlgating subcommlttees, or even before it enacm legislatinn.
I £

Just as the judiﬂiary is by from impeding dnly anthonzed Congreqslonal
inquiries, so ja the E‘xecuti e md from doing the same, for Antjele I clearly
vests the powers of leglslat!m\. and related investiza};ions, in -the Conzrgss.

8. Posts would be instmctag to retirn to the originator any fnvitatiof ‘con-
taining any wording imiplylug vaclal.or religlous digcrimination with the mes-
sage that such Invitations would not he aceepted by i;he post and wpuld not
be publicized by the Department of Commerce, : ' ’

The issne was raised gegain in Januiiry, 1964, Gommerce pronoaed the same
procedure, but glso proposed tq attach.a brief statement of U.B. poliey’ on the-
boycott to each set of specifications having boyeAtt clauses sem; bo UsS ﬁrms.
State at that time was opposed to attaching the statement.

Apparently the issne was ‘fnally reselved shortly affer pas-sngg ﬂf the anﬂ~
bovcott amendment fn 19F5. Detters from the Diregtor. Near East-South Asia
Division, to Cairo and Belrut in December 1965 stated the above prooe{inre p,s
being in effect (but without the requirement that Embassies flag boycott cmuses)
““Also in that time frame a stalement. of U.8. policy wa~ developed and Printed
to accompany specxﬂcations #ent to requesters, We dc.not know ‘how long ‘the
statement remained in use but.avnarently, it fell by the wavside somewhere. We
- have checked with BDC aud MEPD, whiéh forwdrd sneciﬁcatifma an bid oppbi'-
tunities, and they have no° rereent memarv of such a ‘statement being uked. 'I"he
same applies for CAGNE! Thig is prohablv not an isstie where th4: TOPS.
gram 18 concerned. since ﬂn; ‘telegravhie trade onpoi-tuuity formnit would t
contaln boyeott references’ and since TOPS sends. bid specxﬁcations th- EDG or
MEPD for handling. . A0

The tssue is with us armin it appears. The anam;v Minister nf the Israeli
Embassy, Ze'ev Sher, raised it at a meeting on Atieust?7 with Deppty Assistant
Secrotary of State for NEA Eidnev Sober. Sher presen ed Soher with 3 copy of'a,
set of specifications for an: ’Iraqi houaing prmect vontrining 8 baycott clause
which had been sent to a°1L.8. firmn. From the brief descripiton we got, we are
reasonably certain itbat the spéciﬁcationa were provided by CAGNE. We do not
feel any vulnerability about {his, since'it 1s in ar~éord with past policy and i -a
reassnable response to the legitimate needs of the business commun’ty. Nevbr-
theless, Sher made an issue of whether it was appropriate fora U. S Government
agency to be disseminating boyoeott information.

Perhaps it would be useful to have anpther re- iew within the Department, and
then with State, and a restatement of policy on the handling of trade opportunities
from Arab countries containing boycott clauses, There are essentially two lasm
In such a review:

. 1. Is the policy of making nanreterence to boycott requirements in t.he initial
disgemination of the trade opportunity, ‘but providing the full details fo a irm
requesting specifications, an' appropriate one? CAGNE:believes that it is, sinoe
there i8 no U.8. legal prohibition on & firm complying with boycott requests, -

2. Should we review the practice of attaching a statement of U.8. boyeott policy
when smecifiatione conteining boycott references are made available to -firms

tical eystem

L

requesting them? CAGNE believes that from a policy standpoint, such a stafe—

‘ment might be a nseful device for helping to defuse the current situation. -
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Tn sadvising State on’ August 11 that we were contlmﬁng with the po!icy !1;‘ Ao .
effect since 1065 pending & possible policy review and restateinent, I learned that : .
State 1s rather serlously disturbed by the implications of the U.8. Government - . . i
Aisseminating any docunjents containing boycott requests . in view of the con- < . .
sideration being given in Dongress to more restrictive legislation against the boy- )
cott. At lerst the reglondf, affairs people in NEA sppear to be developing the con- .
clusion that such action 1: inconsistent with the U.8. policy of opposition. It seems -
likely that State may press for some change In our practice (e.g., the deletion of
the boycott clause from ppecifications gi\'en to business ﬂrms) as a further effort
" to head off damaging legislation,
The above suggests thpt early attention to the issue Is de.sirable. I believe that -
' #t would be appropriate: :#0 convene the Department’s boycott Task Force to de-
. ¥elop a Departments] position and try to get an agreement with State in the
‘event that the issud should.come up in the context of the' general review of policy
Jpﬁons now going owin the W'hlte House. .
é
‘

i
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-APPENDIX B

T . THE SECRETARY OF COMMERCE,
YR S Wash{ngton, D G December8 1975.
Hon. Joan E. Moss, . :4. ° ’
‘€hairman,. Subcommitiee on Oversight and Inveshgat{on, C'ommzttee on In!er-—
state and Foreign Umnnmrce, Hme of Repreaentauves, Waskmgton, 4
, .. Drar Me. CHARMANY I’ refef to yoqr letter of Noyember 28, 1675, and s\i
' . sequent discussions wherein you stated that the Subcoimittee’s handling of the
reports which are the subfect of your Subcommitiee’s S\meoena would he nothing
less than responsible. I appreciate your-assurancg of thisfact and belleve th&t
- your assurance offers a possible means of resolving this: dispute. S
Y will deliver the repprts In question’ to the Sgbcommitte promptly upon m—
" celpt'of your assurance 'that the Subcommittee will ‘take adequate measures to
rnsure that the conﬂdentia!lty nf the materials wm be safeguarded. e
Sincerely, .- ‘ N B
ST Roamac B. Moxmu.
: T ""isnm'ﬂf
: o Concaess OF THE UNITED STATES, .
HoO8e oF REPRESENTATIVES, -
Waakington, D .., December 8, 19715,

Hon. Rocers C. B. MogrToN,
“Becretary of Commerce,
. Washington, D.C.

Dear Mg, SECRE’X‘ARY I have received your letter of December 8, 1975 and noted
your continued reservations concerning the confidential handling of the material;
which are the subject of our subpoensa of July 28, 1975, :

Because of the duty that you feel iz imposed upon you by Section 7(c) of the
‘Export Administration- Act, the materials will be received in executive sessidn
"and the Committee’s handling of the materials will be fully responslble anq wﬂl be
In -consonance with their asserted conﬁdentiality‘ R

Sincerely . : ,.
’ .Tomv E Moas, ohmrman, o

Overawht and Invesﬁgatwm Sabco»mutes.

Gommsss OF THE Ummn Sums, :
. Housn OF - REPREBENTATIVES,
- i Waskmgton, D.C."’
o t
RESOLUTION OF THE SUBCOMMITTEE O,N OvVERSIGHT AND Ista'rmAnons OF THE
Couumxx ON INTERETATE AND FOREIGN Couusxca S .

Resolved That, pursuant to Rule XI{k), the’ OOmnﬁttee determines that the
-testimony required by subpoensa duces teoum from the Secretary of Commerce falla
within the purview of this Bection of the Rules and aughnrizes the acceptance by
the Chairman of the subpoenaed documents as though received 1n execuﬂve ses-
.sion, and be it further - - E

Resolved, That the documents will remain subject to Rule XI(k). b
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APPENDIX © -
S © " Avevsr 11, 1975,
Memorandum for : Richard B, Hull, Assistant General Counsel/DIBA, -

From: Peter B. Halé,’,D{rector, Commerce Action Group for the Near East/

% CAGNE. AT . [
Subject: Department pdlicy on Adissemination of trade opportunities containing
references to Arab boyeott réquirements. R :

A question has arisen’ as to the appropriateness (and legality) of 1"thi! U.S.
Government disseminating to U.S. firms bid invitations .from Arad eoi}ntries
which contain references to the Arab boycott of Israel. * © @ - ot
. The issue of Commerce: dissemination of trade opportunifies and bid specifica-
tions. contalning boycotl Feferences cpnsiderably pre-dates passage of ‘the anfl

I

boycott amendment to thé Export Control Act in 1965. Fn 1261, Commerce and

B

State arrived at a common position on the issue, but State's Congressional Relg-
tions péople killed it bigqrg; At twent {nto effect out of concern thmt it .night én-
danger passage of the trade bifl. The key elements ‘of that position weres * 11
1. Posts would contin{i¢ to forward to.Commerce trade opportunities or bid -
vitations containing boycott references, but the boycott feference’ would be
specifically flagged in the transmission. eyt R
2. Coromerce-would publish sugl:) opportunities in Iﬂtbrnaﬂonal"pomm'érfcg‘, but
with pe reference at thls polit to the boycott requirement. It was not deemed
broper to deny U.B. exporters access to trade opportunities merely because they
had such g clause. S0 ;oL e e e e
When U.S. firms asked for bid specifications or other {nformatioh as the result
of publication of the opportunity, Commerce would supply the complete informa-
tion, including the boycott référence. Again, the ratiopale was that we would
not properly serve the ‘interesta pf U.S. business hy denying it the compléte con-
ditions of the bid invitatien,s , © ., ." B L
_8. Posts would be instruycted to retuin to the originator any invitation con-’
taining any wording implying racial or religious discrimipaton with the message
that such nvitations would not be accepted by the post and would not be ‘ppb-
Hecized by the Department of Commeree. : R R R
The. {ssue was reised ggalp in Janugry, 1964, Commerce proposed ‘the same
brocedure, ‘but also proposed {o attach’s brief statement of U.S. policy on the
boycott to each set of specifications having boycott clauses. sent. to U.B. firms.
Stateat that time was epposeéd to attaching the statemedt. S B I

.

o

UL |
Apparenly the issue was finalty résolved shorfly after passage .of the antl-

boycott amendment in 1963, Letters from the Directoy, Nesar East-Soulth “Asip
Division, to Cairo and Beirut-in December 1965 stated the ebove procedure as
- being in effect (but without the requirement that Bmbagsies flag boycott clauses).
Also in that time frame a statement of U:S. policj’was"deve‘qpeq and prinfed %o
accompany specifications sent to requesters. We do not know bow long the state-
ment remained in nse but apparently it fell by the wayside spruewhere. Wq have
checked with BDC and MEPD, which forward spedifications on bid opportunities,
and they have ho recent memory of sich 2 statement -being used. The Fame applies
- for CAGNE. This is probably not an issug where the TOPS Program is concerned,
:since the telegraphic trade opportunity format would ot eontain boyedtt pef-
‘erences and since TOPS sends bid specifications to¢ BDC or MEPD for handling.

The issue is8 with us again, it'appears. The Econoinic Minister of the ‘Isrgeli
Embassy, Ze'ev Sher, raised’it at a meeting on Aygust:7 with Deputy Assistant
Secretary of State for NEA Sidney Sober. Sher presenfed Sober with a cofiy:0f-%
set of specifications for an ‘Iraqgi housing project ‘containing a boycott clapse
which had been eent to a U.B. firm. From the brief description: we got, we are
reasonably certain that the specifications were provided by CAGNE. We do pot
feel any vulnerability about this, since-it is in actord ‘with past policy -and ik a
reasonable response to the legitimate needs of the business community. Neverthe-
less, Sher made an issuéiof whether it was appropriate for & [.8. Govepn;nfzpt
agency to bi¢ disseminating boycott information. . = *. - " .i a0 Lo b

Perhaps it would be -useful to have another review ,within the Depattment

_and then with State, and 2 restatement of policy on the handling of trade oppor-
‘funities from Arab countries containing boycott ‘clauses. There are esseniially
two issues in such a review: - . o o
1. Is the policy of making nonreference to boycott requirements in the initial
dissemination of the trade opportunify, but providing the full detnils to a firm
requesting specifications, an sppropriate cne? CAGNE believes that it is, since
there is no U.S. legdl prohibition on a firm complying with boycott requests.

2. Should we review the practice of attaching a statenient of T.S, boycott policy
when specifications containing boycott references are made available $o firms re-
questing them? CAGNE believes that from a policy standpoint, such a stat
ment might be a useful device for helping to defuse the current situation.. ™

In advising State on August 11 that we were continuihg with the pollcy ip effect
since 1965 periding a possible policy review and restatement, I learned that State

is rather seriously disturbed by the implications of the U.S. Government dissemi-
nating any documents eontaining boycott-requests {n view of the consideration
being given in Congress to more restrictive legislation against the boycott. At

[
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1east the tegional affairs peo e in NEA appear to be developing the conclusion
‘ that such attion is inconsistenit with the U.8. policy of opposition. It secems Hkely
that Stite Qay press for some change In our practice (e. g, the deletion of the
'boycott clause from specifications given to busmess ﬂrms) as a further et!ort to
‘ head off dpmaging legislation.

The above suggests that early attention to the issue is desirable. I believe thﬁ

“ Tt would be appropriate :to convene the Department’s beycott Task Force
" .develop a Departmental position and try to get an agreement with State in the
"'-.event that the issue shoul come up in the context of the general review of ponc;

0ptions now going on in the White House. Lo B

>
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- APPENDIX D o

: Tnm LIBRARY OF Cononzss,

) . Gonem:ssxomn RESEARCH SERVICE,

a5 ': Washington, D.0. .
Sumaary or Dorras VALUEQ orF mevsumons REPORTED 'm THE DEPARTMENT
. oF CoMMERCE Unoer §0 U 8.6, 2032.4(d) (THE ExPorT. Annrmsmumxv Acr

REesTRICTIVE TRADE I?mcrtcx:s Rzyon'rme REQUmEMmr) i N
4

&
-t

i et

{By Daniel Melnick ﬁ‘ad Royee Crocker, Analysts Govemment Dlviaion,
Ve ﬁAugust 4, 1978) Do

* The following constif) bés a summary of the dollar valués of tr&nsactions re-
‘ported to the Departmex? ‘of Commerce by exporters aé having invo'ved requests
Tor restrictive trade praétices duting the period Jammrz 1, 1974 to I}ecemper 31,
1975. Copies of the report.forms were obtained by the Subcommittee under sub-

2 poena for the period ot,g mx;u:y 1, 1974 to I)ecember B, 1975 from the ‘Depart-
. ment of Commerge. Su‘bgequ& i1y, - the D‘epartment of Commerce ‘gent the report

forms for the period of ,ﬁecember 5, 1875 to Decémber 31. 1975 to the Subcom-
inittee withont need of & suhpognu The report forms were andlyzed and tabulated

by the Subrommittee staff; This analysls assumes thyt tae fille of report forms -

supplied by the Depariniteiit: bf‘ Commerce and procgesed by the Sulicom itteo
contains all of the reporis flled“and thqt there were. 18 duplicates. The Sn

mittee ptilized niumercuy. ?roceﬂureb to' eliminaté Avplicates and insure the cqt~ )

rect coding. of the reports . - S

»

18ee Appendix B for ? descrlptiou of the vedﬁcation procedures used.

The Department of Commerm sulvmitted these reports in ‘two groups (1) re-
ports filed with the Departn;ent ‘of Commerce in the period January 1, 1974 to
December 5, 1975—hereafter called period one—were submitted to the Subcorg-
mittes fn Decemher (2) ;eports fited with the Department of Commerce during
the period December 5. 1978 and December 81, 1975-~herearter called period
two—were submitted to the Bubcomtittes in February.

The reports filed during périod two were filed pursnant to the revised regula-
tions which took effect on: December 1,-1975. Conesquently, these forms were filéd

by “service organizgtions,” 1nc!uding banks, frelght forwarders and insuraice’

companies, as well as expuriers Furthefmore, the volpme of repqrts filed in that
period (a total of approximatéiy 14000 documeats') n‘mde the Subcopmﬁttee’
tabulation of every reporf lmm‘gctichl' E

In response to & request Trom the. Snbcommlttee, thfe Congressional Research
Service devised a probabilty” sampling scheme for the use of the Suhcommitiee
stafl which wou'd allow accurate estiniation of the correct dollar amounts rep-
resented by various classes of reportd:filéd by exporters. Dr. Benjamin Tepping
(retired chief of the U.8. Bureau of the Census Research Center for Measurament
Methods) advised CRS and the Subcommittee on thercurrect estimatidn’ methdﬂs
to use for caleulating the donat vidlues'based on the sample drawn..: -

For the purposes of’ this analysls the period two forms were proeessed in the

-, Tollowing way:

The forms were sorted Iuto three categones {e) Those which were not ﬁlgd
by exporters.(these were not included in the analysis) (b) those which had en-
Aries valued at $50,000 or greater (4T -of these entries were tabulated); and (¢)

‘those which had entries value;l at iless than ;50000 fa probability sample ot

these entries was drawn ) ¥

* Bee Appendix A for & descripﬁon of the pampling and estimﬂon techniques use&

This procedure resulted- in dollar values for three groups ‘of reports ﬂled by
exporters:

1. Dollar values of those- reports ﬁled pnor to December R, 1976; these valqes
are based :on a total tabulatlon perlermed by the Subcommittee smﬂ"

3See Appendix B for a deacription nf the procedure uaed to transtgr this datn lnto
mschine readable form and the verifieation procedures ueed in this process. .

2. Dollar values of those reports '(suhmitted after December 5, 1975) with
i .entries valued at $50,000 or over; these values are based on a total tnbulaﬂon
performed by staff of the Subcommxttee. L

4 Entries valued at $50,000 or more which were contaiued in multiple entry forms where

*_ bome entries Were valued at less than $50,000 were included in this category.

8. Estimatedl dollar values of those reports with eniries valued at less than
$50,000 ; these values are based on-a probability sample of the entries valued at
lesg than $50,000. The sample was selected by the Subcommittee ‘according to
a sampling design constmcted by the Congressional Research Service, .
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) . i ‘ ~ ,Msm'cmr OF DOLLAR VALUE - §e
} An examination o:t the results (as detailed In Table I) indicates the following?
s - All entrles In our three groups of reports were valued at a total 6t over $4.5

- billion.-

Of these, entries repértlng transactions purs\xant to a sa‘les document Wem

~valued at $1.5 billion.  fx:

N L Transactions in whi |

T $24billion., I

‘ A total of over £1.3 mmon worth of transactions reporbed fn the period

December 5, 1976 to Decémber 81, 1975 were reported a8 having “complied” with

- the request for a restrictive tradé practice, compared with only $764 inillion

-worth of transactions reported as baving “complied” in the period January 1,

1974 to I),ecember 5, 1076. This difference Is lkely due to the fact that the regu-

lations were changed on October 1, 1975 to make reporting of compliance manda-

‘tory. In the period before December B, 1975, $1.9 billion worth of transactions

" were reported Withont indichtion of whether the firm would comply wii_h the
request.. -*

In the period prior

for 8 restric;ive trade practice :compared with over 698 million dollars worth

of sales trinsactions which ‘were reported in complia?ce with the reqnests m
: the period after Decemher B, 1975. FI '

it TPor both periods one and two, 47.4 percent of the totdl doMars estimated were

i: reported for ;ransactions whare exportgra indicated they were “complying” with

- requesta for restrictive tride prictices: For the Indjvidual periods, the percent-

age of the:tot2] dolar Psﬁma'tes involvig transactjons where exporters reported

’ “ctm;plying’f with req l,lests for res riqtive trade wére the following (l)iyerloﬂ

-one (Janusary 1, 1974 to December 5§, 1875) : 27.8 percent of the total dqllar

N -value estimated for that’ periqd involved transactions where “compliance” wds

"reported, and (2) Perlod:twe- (Decetpbet 5, 1975 fo Detembbr 81, 1875): 713

_percent of the total qollt;r estimates}tor this perlod fuvolved transactions wheﬁe

“eompliance™ was répo

4€ [ [ RN B
- D " \ -
o ! !
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e
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'trade opportunltiea were reported ‘were valued at over.

Deeembeff G 19‘75 cver 352 million doligrs worth of.
" sales transactiong were: reported to hive invelved compliance with the request’

X
-

7
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TABLE |,--SUMMARY OF DOLLAR VALUES 6F "REPORTED. TRANSACTIONS =

. [in thousands} o E o .
) Forhnnctm-lm:th;u fg;gmcmmhd- vaiue from Peri d 2 T . e oo ,V: Totals (in thousands) N
. .-pef 10! -
- dollar vaiues Pariod 1, Twl dollar . Low total High total Low totsl l
. : Sampling - Sampling  for tranm-  dollar values valuas for  wstimsts due  #stimate dus  estimate dus ._i.
Dollar values Percant of 8101 in error in - tions-$50,000 for all paricd1 1o umphn, to umplm, 1o umplini '
Category of transaction -~ from sampies  dollar vafues ‘dollarst - . dollars? -and over lransactions and 2% orror , o
TOtlmemeeeccnmnmnennioeae - 20,315 7100 ™ 1,58 1,76Em0 AT Tl S b s )
. - - Sales transactions . .+18,884 9.5 - 761 L4533 . { 755, llrr 731.524 1,568,715 % "1,.554, 242 1,587, m ©L55L,040 a<
Trade opportunities, — - . 556 [ S 268 . ;. 538 1 52?&000 .\1 887,149 ° 2. 14,705 .2,415 167 2,‘15 o o o . :
- - Unreported type, . : 964 -7 168 - .33 . 504173 :z,auz_;‘ ¥ 517,539 4 -, $77, 203 877, 875 i e s o ] !
Reported fanca with request: . .
DS W8 L B el B
“.Undeci a?.".'f.!:‘.’.-II:ZZ.“--...-_.. L] S L2 110 222 1320868 . n.2R1 . 160,845 . 160,623 161, 067 wevamessmsee -
< Notmsponse. _ : - Coe 14,2 M7 . 885 .. 135,229 l 926,156'. . 2.054,2?6 24,063,581 2,004, 97} eeoerrnainaans
¥
t Sampling srror for 1 standard ervor, 68 percent confidence intsrval, ’ E 4 Value in col. 7 minus vaius in col, 4, 95 parcent confidance interval, \ ’
1 Sampling srror for 2 standsrd error, 95 percent confidence interval, - $Value [n col. 7 plus value incof. 4, % percant confidence intervsl,
$Sum of valyes from cols, 1, 5 and 6, *Valus in col. X minus umplin;mr fora 939 pumnt eonﬁdomo interval {not shown), )
i :é ‘“,“ S - - ‘
SR . ' .
h C R -
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Arrmmx A-—Dsscnmmn oF THE SAMPLING AND Es'rznxrxox TECHNIQUEN

The volume of reports éiven to the Subcommittee for period two, December 5;

. 1975 to December 31, 1975, made impractical tabulation of every report by the!

Subcommittee. Commerce conveyed a total of approximately 14,000 reports for f
1 this period. The reportg for period two were divided into two groups; transac’

- tions $50,000 and over, and transactions less than $50,000. A sample was selected

from entries reported during pericd two only for transactions less than $50,000,

The sampling procedurq’selected was a stratified probability sample.” Entries

were grouped into strata: with 10 entries. Each entry within each stratum was’
rassigned 8 number betwéen 1 and 10. Three entrees were then chosen randomly
- from each stratum usinig,a table of random pambérs and an EPSEM (equal pro-

\babxlity sampllug within; eaeh element) selection procedm'e “ithout repl:%ee- N

inent* ?:;;

.. i B .
o

& Kish, Leslie. Survey Sampnng New Yori: John wney and Sons, Ine., [1965]. p‘ 20-?2.

~  Because a sampling’ procgdurg was used to estimatethe dollar values for
teports less than $50,000, 4f is necessary to consider thé lkelihood that the
procedure: introduced errox«into the estimates. While it is difficult to calculate
'ﬁstimatea of'the total errpr Ih & procedure such ag this, the error dye tp sampling
: is calculable. Our estiniaités (5t the pfohable effect; of sampling are contained in
Table L These estimatesg o pot aceon t, él r errors which may result from other
-wcauses, e.g.;, the record ng’ ot e data, eir transcription, or the, lack of com~
. pleté reporting. Thus,: from *THble i, ‘the estimated total dollar ‘Yalue’ of trans-
actions Jess than $50,000 fo? iriod two is $29.875,000 The error (ue to the
sampling procedure s g‘{vg‘!i in columing three and fout of Table I It ipdicates
‘that, for repeated samples,-i§ percent ‘of the time,-the actusl valpe which would
“have heen obtained by tahulating al} feports less than $50,000 for period two,
rather than sampling them, will fall between $19,581,000 and $21,169,000 (iwe.,
$20,375,000 plus or minus the pampling error for one standard error, which in
-this case {s $704,000). Simlilpr'y. 85 percent of the time, with repeated samplea,
‘the actual value which wonld have been obtained by {abulating all repcrts less
than $50 02 for period ‘two will fall between $18,787,000 and $21, 963 000 .(Le.,
$20,375,000 plus or minus the sampling: for two standard grrors, $1, 588 000)
‘In columns 8; 8, and 10 of Table 1 low' and high estithates for the total dollar
value for both periods one and two are provided for a 95 percent eqnﬁdenecr
interval and a Jow estimate foy a 99,99 percent confidefice interval. For example,
‘from Table I, the total estimated dollar'value for both time periods is $4,555,629,-
-000. Thus, wit,h repeated samples, 95 percent of the time, the actual total dollar
--yalue will fall between $4,554, $41,000 and $4,557, 21700Q (L.e., $4,555,629, 000 plus
: or minus the sampling error for the sample of repors‘lrss thap $5000(} or §1,~
$88.000). And $9.99 perceut; ‘of the’time, the acmqkl totrl dollar value for bqth
‘periods'will be no lower than $4,547,689,000.
“The following is the procediire useditp estimate the totals and the sampling
error 48 developed by Dr. Bepjamin Tepping, retired Chiet of the Besearch Cen~
ter for Measurement Methods’ fb!' the Gensus Buregu:

1. Eatimatiau of tolals :
The estimation of any dollar va!ue is here the smmi of three parts {a¢) The
dollr valpe repgrted in entfjesfled with the Department of Commerce for 1974
and the first three quarters 4§f 1975; (b} The dollar value of the entires valued
. At $39,000 or more in the last quarter ot 1975 ; and (c) the donar value of entries
valued af less than $50,000 in fhe last quarter of 1975. -
iSince “be estimate:s for part .{c) are to be based o a sample of 3710 of the
reported entries, the estima'fed dollar valne is sxmply 10/3 times the sum af
the entries in the sample. A
To obtain estimates of totals for subclasses of entries (sueh as sales, or comp!i~
ance entires, or compliance sales, ete.), the estimates for part (¢} are ohinined
in exactly the same way. as above eéxcept that zeros are substituted for the
dollar values of entries that are not in the specified subclass )

te

2, E’aiimation of sampling errqr
Parts (o) and () aré not subject to sampling ‘érror. For part (c), the
estimated sampling varlanee 01' an estimated total donar value will be given hy

thefollowing tormula . N : :

”“ =1 Z 23— T

where na, the number of entries selected for the samnple of stratum R, is alwaya
3 except possibly for the last stratum. Note that i, the dollar value for the
i-th selected entry in stratum k, is taken to be 0 if that entry is not a member ot

the subclass for which the estimate is constructed

7 Kish, op. ¢it., p. 82-84.

The standard error of the estimated total is &, the square root of the estimated
sampling variance 8. A 95 perceut contidence interval is the intervgl whose lower
and upper boundaries are respectively £—2¢ and x-}2s, where ¢ is the estimated
“dollar value. That is, the probability is approximately 95 perc-nt that an interval
constructed in this way will irclude the value of the total that is to be estimated.
It should be noted that this takes account only of the variations that sarise from
“sampling error, that is, because g sample rather than all of the records have been

tabulated.
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As noted by Dr. 'I‘epplng, the values pmsented in Table I repreaent only thQ
possible variation due to sampling” error. Other possible sources of error sych
as duplication of report forms and/or error in the initial computer entry are
not included in the values which represent the sampling error, Various attempts’
were made to minimize the Impact of other types of error and these efforts are - .
_ outlined in Appendix B,* .

Armmmx Bwi)mcsmmx OF THE VERIFICATIOR innnma

The Subcommittee perrormed various verification procedurea to eliminate any
systemaﬂc source of error in the material received. However, the Subcommittee ~
made no‘attempt to validite any of the reports by providing for an independent
<check ‘with the exporters-to find out whether or not they had filled out the form
in question. The following procedures were used to verify the recelved material
and the analysis for period one:

. 1. Material was placéd in folders by company pame for ¢ach quarter,

2. Bach form was assl | & unique number and each transaction within each
form was assigned a lefter. ny duplicates found were 'not numhbered.

3. During the coding .of the material, any duplicates encountered were dis-
carded. However, 8 systematic attempt to eﬁminate duplicates was not made
at this stage. . o

4. Coded material, haserl on the coding instructions of the Subcommittee, was
entered intp the computer fromh a terminal (online entry) with a prompting
program. Due to the limitations’ of the resources available.to the Subcommittee,
manual pmcedures were used to check :the validigy of ‘the data at the time of
data entry in place of a computerized edit routine. . -

5 A complepe listing pertormed by ‘the computer, waa made of the form A
numbers and a, compamﬁve ‘list check was made for accuracy of entry. Coding
was checked and any errors were nqted, to be corrected by the terminal opera’mr
at a Iater period. -

6. A second listing was made and g check agahist the first lsting was made. . \
More duplication was eliminated.

7. Under the directioli 8 GRS, a procedure w‘ai &évised to rank order the
dollar values, and duplicate ‘dollar values were checked for transactions with

. very large dollar values. This made jt possible to identify and eliminate some
duplicates which might ];ave had a considerable impact on the estimates used.

The fenowing were the veriﬁcation procedunea used for material frmn
period two:

1. As .the material was sorted into three gronm ( entries not- rela-ting tov
exporters, those relating to evporters and valued at $50,000 or over, and those
relating to exporters and valued at leaa than $350 000}. any duplicate eptries
found were removed.

‘2. Entries relatirg to exporters and vslued at &50000 ©OF Over yere antered
directly into the computer and an independent double verification proeedure Was
performed.

8. For entries relating to exporters and valued at less than $50000 (those
which had been rampled), an ind>pendent sampling replication was perfom;ed
to check coding. Also an indep~ndent replication of: the numbering reheme’ wa&
performed. Any duplicate encountefed in the process was eliminated. ° . .

The following may be cops’dered ;possible sources:of .error. in the matm:ial' :

1. If, in period one, all freight forwarders werg not eliminated, they ‘would
be !ncluded with the exporters. -

. 2. If all duplicate copies in the onginal material provided by the Bepartment
-, of Commerce to the Subcommlttoe were not eliminated, the total dollar estimates ’

. .
.s‘ L3

’ would be inﬁatad.
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aice
- BUSIKESS Inrmxanomr. Corp.
To: Clients of Busfnmd ’Internaﬁonnl Executive Services,”
. From: Robert 8. Wright. Vice President and Genera} Manager, Wes‘bem
Hemisphere.
Sabject: Conclusions %t ‘the Buqlness Intemational Rfmndtable on the Aredr
Boyceott, Washing:toljll)(} March2§ 1976. .oy 2R

" The conclusions follow ng were not fornrally discussed with the 80 client exm-

tives ivrif!m a‘t‘tengied * roindtable. Nevertheless, Business Intqrna lonal be-

lieves'they represent a'fair consensus of the wajn Tattual points that ‘emern od-
II as the mosi salient pmcticnl sz{ggeutions that g

-made,. s | T N

. Threeé issues are involved for us. companles. ,!the prim% boycoft by At'ab
countries, Arab companiesgnd Arab individuals agajnst all usipess with s;gél;
.the secondary boycott !p tl;e« Arpb Cent;r&l Boycoft ‘Cam nu ngtjonal: hay
cott committees ‘in t‘hm h’ gpunt riey ‘(who interpret y “tegnl atl!ms 1}!

varying ways)’ against* all comyanies ag individuals, whether U.8, or not, foipg
. busines with Israel ( inwstment licenbipg or selling) § and the tertiary ‘boy yegtt

fn which V.8. companies deny Dusiness to other U.S, do impanies or individn'als tb
_“eomply. with, boypott regulations. (This povers the. Bechtel case now in }itigatlon
or such lr;stances as bankd-denying membership in im-‘n}ing syndieates to bapks
" that the Arab boycott *au’thorlties copsider Jewish.j......J !

While there are gray areas in each of .these, the th of U.8. policy at resent
{but subject bo legislative change, probably some fime this year) is that the
primary boycott, while considéred undegirable, is nutside U.8. lega} jm'isdietlpn,
the secondary boycott would probably be illegal under U.S. law but is oltside
U.S. jurisdiction except to the extent tbat the U.§. governmerd regulates XB.

. eompany compliance with Arab boycptf regulations, e.g. repo ng and ~d;scrhpi

nation provisions) ; the tertiary boyedtt's clearly jllegal for U.8! co;npanieé prob-
ably under the Shenmm Act and cef-nuiply under the civil rights and eqlfai opppro
tunify statutes.
Inevitably, there ia now considerahle corpomte uonfusion as m e applicahmty
of U.8. laws and regulatjong to international companfes’ responsé to the Arab
boycott. This confasion is partly due {v the fact that.none of the laws and I
Tations were created spedﬂca’lly 10 deal with the bpycott gueption and, 1q e
‘vexingly, the fact that some of the Jegal nmndates gre Qontradictq leﬁve
gray areas and, in some gages, overlqp, -as to the:relevant enfo 1:;-cemem; ﬁggt)%l
‘Three major problem areas emerged:! (1) The impact of U8 antitrnst
and policy on the tertiary boycott involved, i.e. diserimins tory getion demgndeéd’
By Arab boycott authorities agdinst pther U.S. companies o~ ~ersons; (2) The Yoy-
cott .reporting requirements of the Export Administration ‘Act; (3) Visa :proh-
lems In Arab countries qnd how these impinge on' U, 8, civil rigbts lgwr, i -
1. In the antitrust area, the Justice Departmént representative made it clear

that the Department belléves the Sherman Act applies to cases where com'panies
comrly with the boycott by refusine to’ deal with another U.S. company’ or by
causing other tompanies to'do so. This is the heart of the Juetice Depiartment’s
complaint against Bechtel Corp., Instituted in January 1976." However, -the
Bechtel complaint does not rm'eal what specific acts the Justice Department be-
lieves constitute & “conspimcy under the Sherman Act 1o diseriminate agiy
U.8. companies. Until the case comek to court or iy eettled out of txmrt this re-
mains.a troublesome gray area for compunies.

2. T1.8. exporters receiving requestsito participate in a boyeott 'lmve been re-
quired to report such reguests to the Commerce Department Office of  Export
Administration since 1965. Since December 1975, companies bave been, required to
{nform the Department ps ivell whether they complied with the boycoit reqhipst
or intend to comply. However, althnough both the Export Administratmn Actand
the regulations contain hortetory language expressing the U.8, govémment s wish
{that companies not comply with boycott requests, ) neither the Jaw nor theé reg‘illa-
tions forbid companies to complymunless doing so would dlscriminste against
T.8. citizens or companies.” - :

A key problem in this area is the deﬂnition o “mmpunnce.” Does merely ﬂn-

swering the boyeott request (po matter what the answer is) constitnte comnli- .

ance? Commerce Department’ repmsentaﬁves at the roundtable indicated they
did not believe this to be wo. Thus, in reporting a boycott reguest; compariies
should be careful to dictinguish hetween merely answering a boyeatt request and
sctively complying with a boyeoit reenest. Thix is easy to do, since the regilas
tions allow companies to report by letter instead of the standard reporting form,
if they so desire. Reporting by letter rather than form could become very impor-
tant for companies if the legislation with the greatest chance of passage this
year, 8. 953 (see below) does becyme i‘aw and corporate reports are made ayi;ib
able to pablic scrutiny.

Another problem that arcse in this aren is: when ddes the U. S govemment
consider that 1 U.S. companr ha§ received a boycott request (Le. must all re-
quests be reported)? The Commetee Department repreventative expressed the
view that the regulations say only that the U.8. exporter must-report reeeiptof 2
boyeott regunest. Thus, if a2 U.S. compeany’s foreign affiliate recelves a boycott re-

™y,
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quest and does not report it to the U.8. parent, the U8, parent is not expected
to report the request to the Commerce Department, Theoretically, this means’
that U.8. coinpanies trading with Arab nations could ret up Middle Eastern
trading companies (Jn Europe, for example) that do not report boyeott requests
back to the parent. Hoyever, the Commerce Departiient representative also- )
pointed out that this would come close to evasion, if not avoidance, of the inten-
tion of the Export Adminjstration Act. 1t might also prompt leglslative action . }-
“from Congress,

On the other hand, the Commerce Department representatlve said withont
équivocation that the reporting requirement is tied to an “export transaction” 4
g0 that if a company encounters the boyeott while examinmg a deal that does not
materialize, it does not need to report.
_+ {t also became clear that the reporting requirements apply to banks insurers,

éte., but that the Federal Reserve Board has not, at this stage, fnrbiddeen banks
to process letters of credit with boycott language. ~ -

3. The question of visa problems arises primarily, although not. exc‘lusively,
in doing business with Saudi Arabla. Representatives of the Justice, State and .
’l‘reasury Departments made clear at the roundtable that U.S, civil rights laws
do apply In such situations, and that the U.8. government belleVes that co
panies that bow to visa refusdls on discriminatory grounds are breaking t e'
U.8. 1aw. In cases where &8 company {§ doing business under cpntract to' ‘either 7
the U.8. government or an Arab government undeér the aegis of an official joint
* - commission, the Treasury Department has conveyed to Arab governments Its
policy of not folerating visa refusals for U.8. citizens on discriminatory, xrounds
of race - gex,  color, religlnu or national orlgin} The. Eoveminer;ts doncern
" {including Saudi Arabid); have indicated they will copperate with U, §..policy.th
" thig srea, The Treasury Department ;w.[ds that no yisas havye so far been refused
“to government or privaté.sector emplavees wnrking 1n Saud! Arabla; and’ the
‘State Department represéntdative enconraged mmpanles that rum ipto wlsa

lems to inform the ‘Departmen of stafe which st'ill iry to negot*ate the ont

with the relevant embasgles, = ' ‘

‘What is the autlnok for chehge? Por f‘me thimz. t"ﬁhh‘ms :mppars to be moving
toward some sort of new legislation that dea’s with the boyeott problem. A num-.

ber of legislative initietiver exist, of varving degrees of evtremism, put the -
most likely, to pass i the relgtively moderate Stevenson-Williams bill (8. §53),
which wonld not prohibit companies from complying with boycott requests but
would require public disclosure by the Commerce Depsrtment of eompanies’
response to boyeott requests. Tinder 8. 953. the Commerce Department would not
be reguired to publish companpy responses but would have to open themn tq pnblic
serutiny on reouest. 8. 958, which is opposed by the Adminieteation. hag been
reported favorably to the }qll Senate by the Banking Comiuitteé and sill ‘be

taken up by the Senate in cannection with the extensinn of the Export Adminis-
“fration ‘Act, which will probably reach the Senate floor by Tyne or Julyl There'
‘§8 a companion bill In the Bﬂuse, smnsored by Ren. Koch (D. New 'Y, rk)

Companies’ main concern with B. 953 is its publir disclosare requiremgznt.

* Senator Stevenson feels' thnt public dlsclosure would thelp compknies deal’ with
the boyeott by making clear to the general public Just.hnw they have dealt with
the situation, rather than leaving hem ‘exposed to critical conjectuxe anq shs-
picions of improper actipns:

On the interpational front, a'mmugh there has been- talk of =negotiating an intpr-
national code of conduct for _companies dealing with boycott situations (either
separately or as part of fhe cgrrent OECD exercise), the chances of action are
slight since the U.B, government is 80 far virtually alone in Its coucem omr’
companies’ compliance with ‘the boycott.

During the corporate interchange, several compnnles noted that a distn ction
ghould be made between complying: ‘with a borcott questionnaire and thé béyentt
{tself. In many instances ‘g -companv,can answer certain questions or. certify
documents without running afoul of U.S. laws on discriminatory practices. In
other instances, companies roptinely . answer questionnaires and certify doru-
ents pro forma. Revealing such practices. many mmpanies feel wuld& expose
them to action by anti-boycoit groups like the AJC,

In the absence of clear-cut federal regniations and/or a Middle Fasi: peace'
gettlement, compsnies can expore tke following techniques: :

. Tmnsuct business with Arab nations through subsidiaries abroad since these

subsidiaries are appatently not covered by Commerce Department filing require- -
ments;

Sell ‘'to the Arab market thrmleh middlemm, eg trading houses ;

Have products shipped from the United States insured by ap Arab insuranee
éompany. This can eliminafe nny requests to fill out: questionnaires or cerﬁfy
documents; -

Solicit the support of Arab nurchasors to eliminsate or rephrase questifma in
the boycott documentation they reguire so that the answers either comply with
U!S. awr and regulationhs or do riot have to be filed with the Commerce Depart-
ment. (The Biate Department representative also suggested thig as & possible
procedure.)

Refuse to answer auestionnaires or certify documen?s Some Arab countﬂes
consulates accept this: others don’t:

Some comnanies, Insteed of certifring that nxr‘m—tl-d gn~4g are “nnt of Iuraﬂi
origin” certify instead that they are ma(fe in the U.S8.A.” This, a number of firms
reported, works.

Where companies face stockhnlder questions or suits irgpired by the American
Jewigh Congress or other organizations and ean demonstrate that they do busi-
ners with Ierasel and the Arab world (8 many do). discreet discussions with
the AJC and/or Irrneli purcbasers/suppliers can esnse such stockholder action
to be withdrawn and prevent potentisl ¢éounter-baycotts to which consumer prod-
het manufacturers are most vulnerable. Of course, a flat-out declaraﬁ(m that

.
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comp'iance with a beycqtt requestw-even if pro forma-—is against company pollcy
eliminates many problems, It may also, however, eliminate sales t0 Arab markets,

As for the controvergial New York State law, expectation is that it will be
eclipsed by federd]l law. Even its backers recognize that.it is constitutionally
_ dublous and unenforcedbd'e, and many of its early advocates are now known to
" have second thoughts about its feasibility, especlally since some goods destined
' for the Arab countries are being rerouted to other ports. It seems probable that
* once the federal government preempts the New York Port Authority over the
Concorde {ssue, similar preemption will be exerted over the New York law, as
well as other actual (XL} or contemplated state lsws (Cal, Md, Pa., Wisc.).
The reason for the probability of Federal law preempting state law in this matter
is that the Gonstitution reserves the regulation of foreign commerce to the federal
domain.

Although the rounta'ble focur~d primarily on U.8. government laws, regula-
lations and policies related tn the Arab boycott, 8 number of companies present
elther were, or had ‘beetr, on the boycott list. Some of these firms reported that
theéy were maYing efforts :tg get off the.list and at least two of these. ajd that
efforts tb get off by making “ceuntervailing” inv-Stihents in Arab eotr Zriés had
produced no results. Other cgmpanies on the list said that they ywere not makiug
any effort. to get off the ‘Hst, ‘eithey becapse they belleved it dangerous from a
U8, public ‘poHcy viewpoint @omp} twith the demands made of them to get off
. .the'list, or because they felt 1 ‘that beirrgon the Vist dig gt deny them muth busipess.
The point ag also madg ¢ that- companips, had to weigh th~ advantages bf comply-

ng with t { boycott demafds agalnsf ‘the possible disadvahtages'such compll~
anee might ing 1n the o. § ﬁomestic mar‘ket from grmx?s op,poseﬂ tb the boycott
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. TaE LIBBARY or Congress,

S : Goxemssmx;n Rmsmsca Service,

. AN'I‘IBOYOOTT Pnowsmns or THE Exma'r Anmmsmnon zwr or 989

BvarvarioN or Forus ‘psxzn n}' THE I)Eun'rxmar -OF Gouuswg TO Aouxmsrn'

(By I)anlel Melnick Anal'yst, Amarican National Government, Gavemmepr
. ~-.Dlvision, Jiy 28, 1614) . &a :

The following is an e pluatlon of the report forms useﬂ by the’ Department
of Commerce in administering the provisions of the Export* Administratign 4
of 1869 (50 U.8.C, App. 8 2401 .¢t. #0q.3,+50 U.S.C. App s 2408(b) réqpjres *
domestic concerns recen‘iﬁt’requests fof the furnishing:of 1nformatibn -

1.

- signing of ‘agreements gs ‘specified ¥n section [2402] to report this fact fo

Secrgztary of Commerce gar am:h ‘action 88 he may deem approprlate to; cart’y our
the purposes ‘of: section {4)., Section 46(5} 3;)1-mrideﬁ,L e

“(5) It 1s the policy of the United Stgtes (A) to, ()p £e reitrictive ttade pra&
“fices or boycotts fostered or Tmjipsed by foreign coyp {g againgt other countries
friendly to the United Statéd-4ha (B) to encourag 1 reguest domesti¢ con-
cerns engaged in the export of articles, materials, supplies;: or {nformation,
refuse to take any action, including the furnishing of information or the signing
of agreements, which has the- effect df furthering or supporting the restricﬁve
trade practices or boycotts !oatered or imposed by any foreign country againkt
-another country friendly to the United States hid (Publlc Law 91-184 8 3 I)ec 80,
1969, 83 Stat, 841.) .

'I'he Department of Commerce currently uses forms DIB-621P and DIP-—630P
to collect the information required by this act. Our evaluation of this fofm began
with an examination of the record clearance established for the form by the
“Office of Management and Budget (OMR).

* The Federal Reports Act [4{ {.8.0. & 8 3501-3511] provides that the Director
of OMB must mdicate that' he does not disapprove &e form hefore-any exes-
utive branch agency ‘can ut{lite a form which collects informatiop from 10 or
‘ore members of the genera}.publie [44 11.8.C. s 3509). In the prpcess of clearing
each form, it is assigned an OMB clearance number and a docket iz myintained
which can be‘used to establish the bagls upon which decisions relatipg to the
content of the form, and thé {nstructions which aecompany it were mude: !

The OMB '(formerly the Burean of the Budget) clearance docket ‘for OMB
Clearance No. 41-R2305 [knpwn as DIB-621P] makes it possible to ontline the
following ghronology of actions taken by Commerce, the Burean of the Budge
(BOB), and the OMB in the-approval of this report mrm [A copy of the dock
‘has already been transmitted to youl SRR

cnaoxowg'r? OF ACTIORS

June 80, 1965: Provisions of the Export Adminstration Act requiring repqrt-
Ing of requests for r%tnct;ve trade practices to “all’ domestic concerna ar'e
approved by the President and enacted into law.

" The Commerce Departmeft-is required to promulgate regulat!ons wlthin 90
days of enactiment. [ 79 Stat. 210, Public J/aw 89-63.]

September 8, 1965 : The Commerce Department files a mquest with {he Rureau
of the Budget tor approva} of a reporf to be filed by every exportet who receiwes
a request for a restrictive frade practice Commerce indicates that:” .

1. “The number of reportings required from a U.8. exporter hag been minimized
in that the exporter need regort to the Department of Commerge the receipt of
only the first request for action regarding an export transactmn This'will greatly
reduce thé burden of the US exporter in’ that it is common pr tlce'tor 4 ‘grept
nunmber of requests to be madé ‘with regard to a singlé export rapsaetian,‘e £
.initial negotiation of a tranuaction ‘purchare order, certificate or ot:igin, qer-
fificate of manufacture, letter pf credit, consularinvoice, ete” .

2. “There are no plans for tabulaﬁon other than for purposes of intemal use
snd such other reports &8 required by the Export Control Act. In addition, in-
formation will be reviewed and analyzed to determine appropriate actioq fo be
taken by the U.S. Government in the pursuit of the genersl policy to “oppuse re-
strictive trade practices or boycotts.” :

. 8. “There i8 no intention to publish the detailed contents of the information
supplied by the reporting requirement except as required under the terms ot the
Export Control Act.”

September 15, 19685 : The form and reporting procedure are approved by BOB
The BOB Clearance officer makes the following note in the file: i

“This new report is required by law (50 U.S.C. App. 2026). Given what Oom-
inerce might have required under the Jaw, this requirement is mild. Especially
helpful in reducing burden is the provision that informatjon need be réported
on only the first request for restrlctive action received regarding that transaction.
See the attached form and note pdper for comments and changes in the form.

_ “After a copy of the form was sent to Pratt (MAPI), Berger (Commeme)

1 Machinery and Allled Products Institute,

s
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called to say that Sec.’ Conner of Commerce did pot want the proposed form‘w
- mads available to anyotie. outside the Government. Pratt was asked.not to 4§~
cuss 1t bafore I called him, not to make it available to anyobe else and to refurn’

the copy I sent him. I réguested and received by telephone ’hls comments on ...
“Needless to say, Commeérce’s disposition toward secrecy. on this form did not

" sit well with industry. Industry representatives find it difficult to reconcile such
& position with the Admjnlstratlon s objective of reducing unnecessary paperwork

and geeking Industry’s advice and guldance In doing s0.” -

-February 24, 1988: Mf.’ George Curtis, Manager, World Trade Department.
Automobile M&nutactum "Associatlion, Inc. (AMA) ‘writes to the Department
of Commerce and the Bureau of ‘the Budget stating that “the industry could
suggest several changes: which would not lessen the effectivéness of the survey
and at the same time escape the repeﬁtious reporting ot ‘{dentical cases as I8
currently required” % ’ :

March 9, 1968: Rauer H. Mever, Director, Office of Ex*port Control writes to
Mr. Curus to the effect that “We. too, have been aware rf this problem, and
you will be glad to know that at the present timwe are studving the teag bility
of revising the regulationgto permit egporters to file periodic reppyts bo
continping transactions: with the same consignee in lieu oI ﬂling separale tom;s
IA~1Q14 [currenﬂy called I}IB-S%‘P] for'each order.”

March' 16, -1966: The Dépgriment of Commerce reqt:esi:s the Burea;‘: pt the

; Badget to allow a modlﬂcatiqb ‘in the reporting p, ire,; It pv‘oposes, ‘alterna~

tive method which "perhﬂ:tz; g exporier to submit 4. peport covering all {rang-
: dil rlng a calendar qnartar fram 4 ‘slrigle toraigp pers
or firm, Thé¢ quarterly répdri-shiall be submitted pyi ’leﬁer and shnll contain !

‘2’ congolidated form eskentiflly -the samg informAtion which would bavg beqn
" included on Formg “IA—Mitl ‘fogether 'with an indication of the num er: of*tranp—

actiom to 'which the: repol;teki westrictions were applicable.” - ,
"March 28, 1966: BOB approves Comiderce Deparjment proposal. :
April 4, 1966 Russell Schnéider, Pxecutive Secretary, Advisory Oonucﬂ

Federal Reports telephones:the BOB clearance offi‘ér and reports “that:

was happy with the 'new-gifirterly report and felt. it molved their problems.”
September 18, 1988: BOR’ Bpproves routine extensipn of cleatfmée for tl}e

form. No changes are indicated.

December 30, 1969: Egport ; ,Admfnistraﬁon Act of 1969 becomep effective—

no change in the reporting yegujrement. .

October 14, 1971 : OMEB gp;)rm'es routine extension of clearance for the torm.

No changes ave indicated!

November 17, 1971t The a;'terly repomng requirement is modiﬂed hy in~
serting & rule change 1n the Fegderal Register. It now permits quarterly reports

“eovering all tramsactiong rega ding which requests are received from perso

- ‘%o firms in'a single country ﬁur&ng a single calendar guarter." [38 F.R: 2301)

November 18, 1971). The OM c'leamm:u -docket makes o mention of the changg.

‘Odtober 2, 1974: OMB x ogtinely extends the clearance of tlig form to Sep-
tember 1977 No menuon mle changes made !n 1971
docket.

"August 28, 1975: OMB anpré‘ves Commerce Department proposol to :equire
banks, Insurers, shippers ani forwarders, in addition ' to exporters, to file 1
ports. It makes mandatory’ 3 ’tequiremqnt that eompliance must be repo
1t also requires all transactiong involving discriminafion agaimst T.S. citizena’
to be reported on.a sing-le tmnsacﬂon form and isques A new form (DIB—GSO—P)
for this purpose.

The revised regulatinns speoii‘y that reports (-ould be made on & qnarterly
basis by country but differ in several respects from the regulations issued in
1971 [36 F.R. 22011, Novembér 18, 1971]. The 1971 regulation reads In part st
. *“{2) Multiple transactiony report : Instead of sybwitting a report for each
transaction regarding which: requests arg received from persons or. firmi Ina
single ealendar quarter. This report’ shall be made by letter to the Omce of Bx-
port Control no later than thé 15th day'of the first month following the calendar’
quarter covered by the report. JI the exporter has recelved requests from: persons’
or firmg of more than one foreign country, a separate reyort shall be submitted
for each country. Each letter gball include the following information. N

“(1) Name and address of T.B, exporter submitting report ; . B

“{{1) Calendar guarter egvered by repart: request is ﬂirected

“(jii) Name of country (Jes} against Which the request is directed ;

“(iv) Country of requester; .

“{v) Number of transactlons which restrictions were apnlicable N

“{vi) Type(s) of request(s) received (auestionnaire attach copy. If other
thah questionnhire, give the'type of- ‘document or other »form ot request’ and the‘
specific Information oraction requested.) 5 .

“(vil} General devcnpﬁoﬁ of the tvpes of commodities or technlcal &a,ta
covered and the total doll~* value thereof ; and

“(vii) whethel or oot the U.8. exporter intends to comply with the requpst(n}
(Submission of the information required by this subdivision would be helpfut
to the U.8. Govemment hut is not mandatory).” ’

The 1975 version * reads in part:

* Jtalicized passages were added or changed ln 1918,

“(2) Mult;iple transactions report: Instead of submitting a report for each
transaction regarding which a request is recelved. a multiple report may be sub-
mitted covering all transactions {other than those described in 2369.2, whioh
must de reported individuolly) regarding which requests are recelved from
persons or firms in a single country during a single calendar quarter. This reporf
shall be made by letter to the 'Office of Export Administration no later than the
15th day of the first month tollowlng the calendsr quarter covered by the report.

cloded n; ti}e :
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I requests are received rpm persons or firms of more t)w ene foreign count 'ze'
o separate report shall \;e submitted for each country. Each letter shall lnclu .
all of the following Information: 5
* . “{1) Name and address of U8, person or finn ubmitting report' i
T (11) Indicate whether the reporier is the exporier or o, aewioa orpcmizaﬁon
and, if the latier, specify, mle inthe tmusactiom, S ‘
“(§11} Calendar guarter'covered by report; PR ..! oo .
“{iv) Name of country{ ies) against which the request is directeﬂ e
“(v) Coumtry of requester;
“{vl) Number of tra ctious to which restrictions were app'licable H
“(vif) The customerigrder number, cxporicrs invoice mtmber, cmd letter of
- ¢redit number for each frcmaactma, {f known; .
“(vill) Type of request received. Attach o z'ops o] eaqh requesting document P
* or other form of requent, or a pertinent extract thereof; -
“(1x} A general deséripticn of the types of commodi}lea or technical data-
~covered and the total dol}ﬁr value, if known;
“{x} The number of requests the reporter has oompl&eq with or intends to l
comply with, If the repogrter undecided, he iz reqml-ed to submit @ further report
 noithin § business days pf making a declsion. If the deécision és to De lnada by
* ancither party involved fa the ewport transaction, that porty should be § mttﬂed
“(x1) Ea¢h letter st}bmcﬁpd by onezport service orgamization ghall Ifaf
inolude the name and dildress of ¢ach U.8. exporter namod. in conne ctioh 1w0ith
- any requests received durina the quarter. Following each: aﬁ!x the identi-
“Tying numbers required . (vit) above, insofar as they are wn If this-infor-
mation 18 ingluded in i ¢ oapies of documents rsqmred by {vw&{) abwe, ti}e
" separate listing may be ggnl tdd, ™ fre Jd

“(xil) Each letter wiist, inalude o “algned certiftoation. that ol stg
therein are true and poTect ¥ fhe bést of the signer's. knogledge and bs
fndicate the name anll fitle gﬁ ‘the peragn who has #ioned the report”

"An examination of the O B docket and the repart forxn itself supporu; the
following assertions rega) ttl‘u ]

The form was designe&{ 1l the minimum l‘éq&ﬁl‘ements of - the law

"‘The form- was not. designed to facilitate data collection ‘or retrieval The
'ttabulaﬂon procedure way’ na} canaideregl 88 a necessarx payt of thg apprpval of

he form. C )

Na provision was made fpr pasy convertibmty into ;nachine reads,ble format.

. ‘The reporting reguirement was progressively relaxed through changes in-the
regulations to accommodate fhe needs of firms required to file the {orm. m
- September 15, 1965, firmg were requifed to file reports of the initia g
regarding a transaction ©On Mgreh 23, 1968, firms were permitted to file guq er
_reports covering all requestn received from a single firm. Subseqnenﬂy
* apparently without OMB review, on Novemwber 17, }871, they were allowed rﬁo'

“file reports covering all reduests recexved from ﬁrma in a single countrx
date, no standardized form has'been issyed.

“From the docket it sppegrs that OMB did not appmve the changes in the

uarterly letter reporting which were made by regnlation en November 17, 1871,
?rhe OMB statistical Policy ‘Division clearance officer confirms that OMB hés 5o
- record of having approved the 1971 chinge in the regulations. If this is the
case, it would imply that the Department of Commerce had not eomplied with
the Federal Reports Act which requir¢s OMB to° indicate that it does not

« approve of the use of every reporting from used to’ collect Information trpm
more than 10 members of the general public (44 U.§ G § 3509), In mich a case,
- persons required to file repoi'ts under the regulation might argue that they were
: not obligated to comply ‘becduse the procedures had not been approved by OME

The consolidation of reparts {s certainly more convenient for exporters and
- others required to-file reparts. Nevertheless this consolldation [in.the absenog
of a standard report forni} inakes tabulation difficdjt. Quarterly Ietters

" received in numerous formats;- According to preliminary estimates oyer: ,2{},000
reports [including both Guarterly single transactiop reports] were filed in the
first quarter of 1976. In hig August 3975 review the OMB clearance officer esfi-
mated that only 16,000 reports would be filed annually. In the absence of'm
computerized data management system, it is difficnlt t& see how the Department
of Commerce can fulfill {ts obligation to monitor firms so as to ensnre thpt
reports are filed in a timely and complete fashion. . .|
. The type of “request” réferred to in Block 8 of the repoft form ls in fact a
type of document by which requests are transmitied. Consequently, information:
{n this block cannot be used to clas.qify transactions according to the pature of
the request mide, eg., whether a request for dxscﬁmination against 3 'BS
citizen or firm was involved.-* . -

The report forms used December 1, 19”5 -dia- not allow adegnate space for ﬂ:e'
exporter fo “glve the specific. intormation or action requested,” using “direct
quotations from the request.” This item’ .provides the specific information regard-
ing what American companies.are being asked to do by the Arab countries, Yet
the space for answering this question allowed for two single-spaced typewrittgn
‘fines. An examiiiation of the ‘reports subpoenaed by the subdommittee shows
that in most cases the Comparies were forced to complete the answer to this
4uestion elsewhere, on the back of the form, in the secﬂon provided for additional
remarks, or on a separate sheet,

Changes made on December 1, 1975 require reeponding firms to submit &
of the request, along with the report form. While this procedure does avoid
gpace problem encountered earlier, it will undounbtedly make handlipg of the
information by the Department of Commerce more cumbersome. If Commierce
were to declde to reduce the informsation to machine readable form, the attach-
meht of copies of the requests would increase the thne and expense involved in
- éoding this important piece of information.
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* The report form and regulaﬁons lack a clear deﬁnmon in the nse of the” -
term “request.” Firms recelving boycott “requests™ are required to. report such
: “requests.” The confusion arises from the fact that in many cases there was no
I gpecifie "reqaest," thnt la, no speciﬁc “act of ask{ng for. something to be glven
. . or done.” * e .
} #The Amerfcan College Blcﬁonary New York, Random House, 1957, p. 1080,
™ "+~ - ‘The boycott»related activities were sirply part of the import tegu]atiom
’ : with which the exporting firm had to comply In order to ship its goods. Frequently,™
‘the exporter appears to have been unaware of these requirements until the tfme
“of shipmenp. In- some - fnstances the exporting firm attached to thelr bovcott
report copies of pages from Dun & Bradstreet’s “Exporter’s Encvclopsdia” list- )
ing specific fmport regulations. There was confusion relating to the existence of
y; a “request,” the date the “reques'” was received {item 2), and occasionally, the \
“requestor.” Thus, the treatment of the concept ‘of, “request” appears to be inap-
propriate, creating undué con*nsion and inconsistency in reporting. Clarification
of this {ssue might requine ammdment of the Eprrt A’dministratien Act becapse
. the act usen the term “requ
. a The regulations resulting to the ﬁ‘ing ‘of the Yoveott reporfs allow the reportln: ,
firm to file a single trahsactinn report or a multiple transa'-tinns report (Export : s
Admintstrafion regulations: June 1 1974, 369.2B: now 869.4b). The re‘gulaﬁoul

i

do not, however, specify what 18 meant hy “transaction” ...
- The deslgn of the form, prinr to December 1. 1975 ma_v ‘have contributed to
the exporters’ confusion regarding the information cal}ed for in sach block, For
-example, there was- conside?a &e confusion coneg rodrg the, country (les} beipg
boycotted gnd the country(fes ¥V dolng the hnycotﬂng. n'the réport fprm DIB—azl,
‘the eountrvy being bovea eq iy to; be.eptered In black’ R+ “Names of thé coyine
. try (les) agninst which the requost is ‘directed ;” the name of the country(les) T
doing the boycotting is to be entered in ‘ftem 5: “IXWe receive this yequest from:
name, address, city, and ;g:mmt " In 5.2 percent of the Subrdmmitteé’s computer
-record entries, the reporﬁng qf-m indirated that the hoveotting country and the
. ' boyootted conntry were tHe. same, an. impossibillty, This figure ggos up to 10.7
percent. when the number nf repnrﬁng firms rather than the number ot rerord
entries i considered. In ad{iitinn. a marginal 0.7 percent of rerard entries qut
boycotting f-mmtrv hlank pr d!‘}od in's guestion mark. AJthough the newly revised
. . form (DIB-621-P, Rev, 11-75} makes the distincHon somrewhat clearer, monitqr» .
1ng and possiblé correciton af the problem may still ba necrssary, -
- Other pinck items for which inadeguste space was provided were "addlqonaj S
remarks”; (item 9), the lfﬂting of commoditiﬁs involved in the reported transact;on
© (item 8); and, trequenflv, ln the event that a group of countries was to be llsfad.
the Bsting of the boycotted cnu;ttries {jtem 8).
In sum, the design of the'form used by the Deparfmenf of Commprce to collect
feports of restrictive trade practices appears to reflect Department decisions ter
~avoid all'tabulations of ths datg pot strictly required under the law. The }‘egula’
tions permitting the use nf qaarterlv ‘reports by letter appear to have been
amended {n 1871 without referenceita.the Offie of anagomﬁnt apd Budgat. It
-4s Qifficult to lmag‘lne ‘how ths Department of Crmmerce intended t chec)
- 1L exporters were filing reports g8 requirea, let along performing acguratg
‘tions: o:t the results. .
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Joy APPENDIX H .
% ot Y
"t - Lrague or A_n}m StaTEs,
. CeNTRAL OFFICE FOR THE BOYCorT oF I8
U+ LA . August 31, 1975.
' N1 N - B . '
Disteicr ComMITTER NO.-13,%afc | amrp - @40g 0y 0 T I

* NATIONAL ASSOCIATION OF SECURITIES DEivLess, INC., 7. vt i
New York, N.Y., U.B.Ap 71" ” P i cv T
T ppd ey ,. RS . H sy N

GeRTLEMAN ; With ref'éreu‘egf {o your letter of August 10, 1975, we hayve th»
honour to inform yoy of the followings - . VO etk .

1 The ljst of compar‘;iés"}ifdycotted by the Arab countries.is quite changeable
where names of companlis firg deleted from or added to {t frequently. There-
fore, yoy will appreciate thif we a‘re‘ppt in a pogition to §unply you with the.
same. ... T "‘;f’:?@?{’ﬁ{g Y T TS I

“2.7The Arab boycott -gf, I5radl has ‘been createdy “the’early fiffies upder a
decision taken by the Count| !f{ the League of Afdb States. It is carried put in
sccordancé with certain laihk dnd rulesin force 1n the Arab countries. ‘We send

to ypu'en{:l_osed berjgwitl{.‘dipbpy of ‘A statement xm;!'de by H.E.'the Commis-
* sionér Gerieral on thlf{x ‘nHtUR, "ppjects gnd measiien Bf the Boyeott. We-uelliléve
:that the said statement contalny answery tp the questiois you raised. & - :»
£ 3. The Aral; Boycott atiflioritles Is-‘teady to shrply rou with the fecéssary
information on the statug-of-a gertain company in'the Yght of the yules {n' force
in the Arap w\mtﬂ(?. Yqiﬁ«g:pgm' inquire abont the gam¢ from the Reglona] Office
Tsrael-in‘the Arab country with which the dealings will be
ng tl;e;‘ix ‘with the full name ‘angd :ddress: of the company
. R T : ol - R R (s T

3 B

for the Bgycott of
made affer supplyi

" concerned. - . . ‘ y RS
' Weremain, .l 0 b TR TR S
! Very truly yours, :~ o i

Ny o+ -'ﬂqmtﬁiaeifm"er_' Gersgml.

‘ﬂOHAMlﬁéD MagMoUp MaHGOUR, = -

NATﬁk: oF THE AraR BoycorT of TeRAEL | ':- R

(By H. E. Mohammed Mahmaud Mabgoub, OQm;:qsiPner?Géiléfal of E!;‘é Apab
’ . £ iRoyeott'af Israel) v ¢ o o LT

i i o ] )

The Arab boycott is hoth g ‘prevgmtivb and a defengive measure: It ig a pre-
~ventive measure because {ts purpose ik to protect ﬂ*e-security of the Arab states
n from the danger of Zioniat cgt‘mer; it is a defengive ‘measure bechuse its basic
objective {8 to prevent the dominatian:of Zionipt capifal over Arab Natlonal
economics, and to prevent the'econumic force of the enpmy, which i well studied

and planned, from expansign dt the expense of the Inferests of the Arabg. =
“The Arab Boycott is also pfia tolerant nature.)Jt 1s;very careful not tb harm
*the interests of ‘foreigny ‘comphnies dpd their éiigrgholderﬁ.‘ HAg goon as the
Boycott Authorities get {iiformation that a certan campany or eompanigs hgye
established relationg .with' Firael, they -make contgets swith them tofind out
the truth and the ngturé of:thése relafions. If it.turng out that these rélatiops
do not go beyond pure ordilidry business relations, #ii¢ mattér is over and dedl-
ings wih such eowpanies are 3ot restricted. On the ‘6ther hand, if it tufns put
t that this relation is of the type which' will suppart:the rcontiny of Israel or
strengthen its war effort-gnd thus serve its aggréssibet amlbitions for expansion,
the company will be told that' this relation is barnifyil to ‘he interests:of the
Arab states which are still’ in a state of war .with Israel. 'apd! according to
the laws and regulations of thége statep they have to-Jirohibit any dedljnigs wiﬁh
these companiés if they ma_mfﬂin their relationd with Isrgel. The ‘company is
then left free to decide whetheér to deg) 'with the:Arabs and thi's ferminate its
relations with Israel, or fo-gtap deslitig' with thé Ap‘fibs and continue its rela-

‘tlops with'Israel. e %l T PR S
The Boycott Principles are algo very far from racial or relizious infliences;
it is practiced with all petsops—naturdl or moral—hptwithstanding their pa-
tionality or religion. as’long &8 they Siypport the economy of Isreel and ity war
effort. In this resrect. the Boyeptt Authorities do nnt diberiminate among persons
on the busis of their relizion ornationality. they rafther do so on the basis of their
partiality or jmpartiality to Israel and Zionism. Nothing can prove that more
than the fact that Arah states deal with compaunier that are owned by Jews who
are not bissed in Israel's favour and did nothing ‘fhat suppoert is economy or
strengthen its milifary effort : while. on the other hand, Arab states have hanned
dealings with foreign companies and firms owned by Moslems or Christians,
because such comnan}es have done things which have supported the eponomy

of Israel or its military effort. T Ty T
The Arab Bovcott. in addition to what was said abave, 18 of qn internatiopal
legal nature: It is fmi t ofi*two factors which were approved by legal experts,
that they de gat violite ilny of the provisions of international law. It is also
legally admitiéldl that bfficia] boycotting is legal in the state of war; it ix also
considered 1ega! {it.the state of peacw If used for punirhment. No doubt that the
Arab states utb fii & sinte of war with Isra~l. Cease-fire or armistics of pov kind
does nnt enid H Fiale of war. According fo in*ernationa) Jaw the Arab states bave
the full right tb take measures that a-e necessary to protect their security and
- safety agaiuil their enemies, as long as a state of war stil] exists, A few legal
experts say that the armistice between Israel and the Arab states cannot be

'
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bnnsidered a state of war, but the majority of legal experts in international
law consider boycotting as legal in the state of peace If it §s used in response to.*
- 'an foternationaily fllegal action. Boyeott is a procedure which can be used by
& state to face the harm that it suffered by illegal actioi: performed by some
other staté. The purpd&g is to make the viclgting state ‘tespect international
law and thus stop the ﬂlegal action. In other words to ta;:é 1llegality by “legal-
ity”. Israel is still occu; ying Arab langd, but it usurped the’ rlghts of its awners,
dispersed them outside thbir home, and seized their money and property in addi-
tion to its continuous «a gression agaiust Arab countries nelghbouring Palestine.
Ne doubt that all thesé abtions are ‘considered illegal. Thig was the resolution
of the Security Couneil in many of its meetings. Thus if we accept the opinion
of those few legal experts, who say that the armistice pufs an end to a state of
war,. the Arab Boycott will réimaln legal according to international law and to
the opinion of the big mpjority of legal experts, on.the¢ basls that this boycott
is a punishment for an illégal action.
This is from the point’nf ylew of infernational law. As for th;e point of view
- of commercial law accepted by the world, the Arab boycott af Israel i8 Imilt
on.well knewn legal fuundations, it is the rules: “tontract 1s the law Gf ‘con-
tracting parties”, apd eaéh party bas the right tp put the term§ hicl; it feels
are sultable to ita nterbsts; 'tf;e other party is alaa free. to accept ‘or refuse
_these tefms, If it accepfs fhem ithe contract is thus “concluded, and if it refuges
“them the contract will ndt he coficluded, The Arab: countries make {:ertain terms
s to establis poxpmerclal xe]a‘tjm;f with foreign (‘adntﬂeg in qrder tp. spqure it
their, capital and economy.'du’jiot gq fo Israel. Thig g done'tp . amntee to
safety and pmtect its econo viforeign gountries prg free to accep! tgese terme
or refuse them, and thistdo '«‘30': be a;insldered ;ngerfgrenée in thFir an’zﬁrs on
the part of the Arab si;atét?.

Reagons wﬁwh call ;for putt}ag, the mmw of a fa;ewn comgmw af' ﬁrm cm ﬂw
black “&f R TN T
~ These regsons could.be ea,lﬁly summarized as zd‘l zms Whep a foreign com-
‘pany or firm carries out any. action in Ysrael wh!ch might support its economy,
develop its industry or hmreasa the efficiency of Ity wilitary. effort. No' doutt
that these things are clea; enough angd every such cempany or ﬁ}m egn know
whether its action falls under the aboye mentmneq fmtom o

Doea untmc or inacourate mfnpnauon rasult in bgnn{mf dealmg wzm a foreign
company or ﬁmndat{m;

I am sure that such & thlng never happened in the past and will nnt take
place in the present or the fujgre, because banning will not be achieved except
after assuring that the :qyé compguy or firm has commitfed the violation,
and after contacting the qg pompaily (when the gnfprmaﬂon iig'not from an
official source) and asking F fo explaiq its attifude‘ to the charge d1re¢ted at
it, or at least deny it.

-Jo order to be sure tha{; e eompany has received this question or waming,
the Boycott Authorities ghaiy)d: :ecef:e {ack the maluns recejpt of that warning
signed by the said company’as an acknowledgmerit qf receipt. *

- Evep in cases when it }j definite that certain companies have gs'taiﬂished ;ela—
txons with Israe} In the a TRy ‘mentioned above,s ealing with such companles

+  wiil not be banned—in spifé of the definite proof«- ti" after the company i8
informed and asked to sever sich relations, if it (eels hat its intﬁ :ests :requ;re
that; and then it should prqve that it hagdoneso. + -1 s

In cases of this sort twp: thlngs usyally take 1ace" The coinpany ’may ap-
swer the letter of the Béycott.Authorities admitfing that it hag ‘epmini the

violation mentioned in the }pgtm‘ and is feddy to seftle the matter by severiq the -

violating relation. In thig cake, the Boycott Authorjtids will give ‘the mmgaﬂy
the time needed for the semvment and ‘no agction n'ill e taken against the:
pany, . unless it s proved: t,h»at‘ the company is try ag‘ ) delay the’ settlement
in order to’ avoid boycotling, The comjpany may, ol f(;he other hand Ignorq the
letter that it received and’lbuve it ungpswered withiy the Treasonable ‘time. In
that case thé question wil} bt put to thg Conference of'the Arab ’boywtt ix; ou;er
to take the degision of bxmning -flealingg with the. ‘com \ny.
1. would like to say in thig amnection that this arfangement f}ﬁdes tp;i
' tompsnies or firms when! }t“; “by definite’ ‘eyidence that fhey, their
' proprietors or contro}lers haw onis nclinatlonsr sueh a8 continubtis: qontniqn»
tions cf lgrge amounts to Isrgeiqq{ othef Zionist o ixizations, or-such as joinipg
Zionist organizations or soclefies; or such ‘ns working openly agaixist :A’rab it;t T
ests and pronioting the interests ot Isrsél or world Ziﬁnlsgn \
No relations-will be ‘establighed with such compgxﬂés;becapse it Was actnally
s proved by - experience thaf .Sueh companies take advantage of - ose relaﬁons
in order to damage Argb inﬂergsxk snd proragate wold %igmism iR
-~ Tt is worth mentioning thef in spite af the fact thai hnndreds bf companles
-~ are pu; on the black list, fhe Rayeott Authontins'w ill>¢hallenge any- claia
any dompany was so put up‘iéss that wak based on g trpe basig and au entic
“facts, All through the histors. of the Arab Borcott not a single case was proved
to be p‘ut on the black list mﬂ:he ‘basis of untrae or maccurqte informatiﬁn '

I8 it poamble to remove the namc of @ foreign company or firm’ from the blaok
lisi? u

’ Naturally it is possxble to delete easxly the name of any fereign company ‘or

firm from the Black list.

The!banned company can wnte ta apy or the Regional Boycett Oﬂicea in any
Amb country or directly to the Central Office for the Boycott of Igrael. to ipqujre
what documpénts are necessary in order to be excluded from the ban and to hecome
- able to_resume activities in-the Arab copntries. As soon as this letter redches
-any of the Boycott offices the answer to the compauy in question will be. sent
the sanle day, stating the necessary docnments to be submitted. }{ the company
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produces the réquired documents fully and completely and if the documents
are clear and correct, then it is possible to remove that ban within three months,
- a8 from the date of presenﬂng the documents, Thriie months is not a long time, -
Because those documénts’imust be studied by the concerned Office; then they
sliould be sent to the Central Office for further study and at the same time,
the qpinion of other officés'in the Arab countdes gshould be taken on the matter
of removing the ban,- "%, -
. In the case of companieﬂ when the bsn cannot be lifted except after a 1ongex
period of time, the reasnii for that is not dve to the glowness.or inefficlency of the

“Boycott Offices; i {s always ane to the delay on the part-of the company cone

* /cerned in sybmitting the'necessary documents required hy the Offices,

On the ofber hand, -the Boycoit Offices work with complete freedom and in

) compliafice:with the Boycott law and regulations. It is {mpossible to violate such

" status and have. thelr name{‘d ted:
- tiihes 88 many as tliose w&msé 1

Jaws at any circomstances or under any pressure from any.source, regardless
of the person exercising it On the contrary, those Otﬁces never allow such things
to take vlaee, and thank Gog th gver darq,
Fina!ly, I would lke to-sfgesi: the that ft ? wﬁic ;;gttl the;
the b} afq s Pven o; eig}tg
‘gﬁ are én ert.
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. LEAGUE OF Am STATES,
merm OFFICE FoR THE Boycorr oF I
September 29, 1975,
BULOVA WarcH Co., Izvo., .
XNew York, N.Y., U.8.A. 5:' :

GENTLEMEN: We are in recelpt of your letter dated September 17, 1976 and
are appreciating your request 1o know the docungnts you 'will have to preseqt
in order ta enable the Arab” Boycott Adthorities'tp Cunsider removing the ‘ban
imposed by your comp .apd “its ‘subsl diaries, 1B the, Arab world since 1960,
In this regard, we wish' int ‘put the' tollowing:' R

*._ The religble lnf(srmation g{é ave acquired, whigh led to bannipg transactions
-with your fompany, indichte. Rl ; the. Isulom Foyphddtipn, which i ﬁuanced hy
your company, gaveé f cqmp'lete‘ mach}ne factory {p Isrhel aga present and re-
{gsed 1;) givexatgx::i}ip.x; facibfly'fo tl&e Arab country aépltedour xh tact with it
. .through our }e ated h 1 ,‘1 There e, the idocufnents yo
have to pretent are the £ qé}magf 195? e i ? ¥ y vgﬂl}l

1 A declaration confalulng: ctm}plete answers Jhe tollowing questions' &

Do you, the Bulova Foiuda ’g and/d‘r any of J gubsidiarfess -

I (a)nHave now or ever hé? ain or branch facto es or gssembly plapts ln
srael

(%) Have now or ex er had gegeral oﬂlczes in Isras] for tegional or intemational

~gperations?

(¢) Grant or ever granted the right of- nsing their pames trademarks, nang-
facturing rights, pafents, llcepses, ete. . ' to Israel} pepsons or firms? -

(4) !Partlcipate or ovsq shargs. nuw’ or in the past, in Isrpell firmg or haai-
- nesses

b(c)dilepresent oF ever reprase;‘nted any “Israel ﬂrm*{)r ’bu&ness in Israel or
-+ abrosa:
. (f) Render or ever renderggl any tec'hnological asslstance to any Israeli ﬁrm
y or business?

2. A statement showing tr;e nnmes and natian{;lities of all pompanies intp

- which your company and ﬂlf Bulava, Foundation hbi! shares or with whic}:
~they are associated, as we}} 9,3 ‘the percentnge at tb slmreholding 813 to: thp
total capital of each of them,

‘8. A copy of the Articleg'¢ of Assoefatmﬁ of the Bulpva ‘Fonn ation i

4. A statement Bhowing the exact apd detailed ngt All‘ﬁ of relationship ’between
your company and the. Bufuvs Foundatjon either aferially or morally :
5, An official copy of the ‘Aftigles of. ‘association. of your company,

.8.-A detailed statement shoiv ng all dopations or gubslidies given by the I;ulova
Fondation .to Israel, includ’lx;g their érésent of watch or machine tactqry to
Jsrael;

1. A document to the eﬂect that your companv, the Bulova Foundation, §ny or
their subsidiary companiea. thely ownem sor the ntembers of the Bosards pf Di-
rectors of all of the sald companies are m}t jolning any. organisations, committees
or. societies working for the’ iuberesté of Israel ¢r Zionism whether the‘y are
situdated inside or outside ‘Isngel.' ag well as the undertaking that of the ‘above
organisations, conymittees drirociéties of give or collect donations’ to any of them.

8. An undertaking ‘to the, ¢ffegt that the Bulova Foupdation will perform, Ij
regard to donations, & similar action for the benefit‘of the Arab, countnes at lea
similar in volume and natare to Wwhat it ‘presented o Israel. . © -

‘We shou'd draw yoiir kihd aftention to' the fact that gl‘ of the above reque%egi
documents ‘shonld be duly cerﬁﬁed by your chamher 6f commercé or industry,
or executed before 8 notary, pubno and then authénticated by the closest frnsy-

“late or diplomatic mission of.#ny Arab mnntry Moreover, the legalised ériginels
of thesaid docunments will have IO be accompanied yvith, an Arabic tran&latlon et
each of them in 25 eop es. i ) . .

We remain]” -

Very tru!y yours,

Mmuunm MAn)mvn MABGO‘UB,
" Central Omce for the Boycott oj Ismet
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Mr. Axraow Herrzserd; 1
President, AmericanJowish C(mgrecs, Bicphen Wise (}ongre-sa Houaze,

New York, N.Y. a,

IAtteution of Mr, PhiRipBaui, Xssociate Executiv f)ivécto;;) . |
Dear Anraur: In acéordance with our telephorfe cpx;vert«;aticm of today, I am

encloging a revised page twaq of ny letier of Febrqary aIQT Plegpse mote t t‘
epye

the fonowingi senfences hqve peen added.fo page two's
Added to

oppartunities fop ve:
eountries, inclpding Ibra:;l. pxi we aye not limitgds l%;; wquld we agy
¥

Hmited, in g),ny way ‘in ;; hg; oratigm other tha

Added at'the couelp
or Requests: *Our bpsir ynl iea qmi mactices
Inqulrie&” PR L \c %; AY

I am impressed by tHe fine! cﬁbperat!pp Whlch r iy b anizatmn has éxhi ﬁ:ed
fn dealing with this \'ery iapdrtant ,gnd sensitl E&»glem. I belig}ve that the

actions of recent month$ Hérve ps an excellent examij
plished by organizaﬂons whp are wﬂ;iqg to woﬂk tqgether in solving mutupl
problems. . <
’ Sincerely, ’ -':; g Tyt B

i ' L ‘”", i T A.Mmmr, C}u{imaa.
Enelosure. )

znnorumm POLIOY O

dvp; ?ot bean attécted by these

Especially baslc to the couduét of Geneml Motqrs puainess is ifs long~standing
worldwide policy againsg d}scr!pﬂnat:mn of any gind emgloyment pract;ices.
We extend employment opportumties to quanﬂed applicants and: empleyes un*qn
equal basis regardiess of page, race, color, Bex, réligiop. political ‘persuasion or

national origin. In this cﬂnnection, If & candidate: ‘gelected  for' sl «rmzrsea.r.!~
assignment were refused g ¥isa on any basis, we wogld ‘request the V. Part :

ment of State, through diplbgmtac channg'ls, to se;ik n‘fry for thg cahdidate‘

' BUBINESS OB TBADE :mmnm'rk‘wn'ﬁ .uujq pgp;v'mms o8 xs;nﬁ.

Consistent with the ahqve polteies, General Motors seils its products to diutrlhu—
tors, dealers and other custome;s in Lsrael and iy Arab countries and ‘we par-

ticipate in a recently estahuphed Joint yenture iy - udi Arahisa whigh contem-'

plates the assembly and salg 0f vehicles that coqn +'It would be our Intention

to explore opportunitieg Yor:ventures’ in other ml;dpaﬁ‘tem eouritriés,: inélqding"

Israel, and we are not Iimifed,asor wolild we a o pe limited in any way in
such exploration other thau T)y the ecouomies of e vg_nture itself,” The nature
of General Motors businegs- ik siich that it is not usy, i!or us to! pui'chase gooﬂs
or materials either from Israe"i-or froni 'Arab eountx-'xes. H HE.
P H § L e : ',-- - 3 ,'
ARAB COUNTRY DEMANDS ok .quums'rs um GENERAL- qo'x\qm poucy ‘AND PRACTICES
- Wt REspEc .o COMPLIANCE. s

‘We are aware of no compmnication to General }Iotm-s or any of its officers or
directors demanding or requespng that General Aotors discriminate against any
American corporation becguge’ of
cers or employees. If there weré any suéh demand ior request it Would be against
General Motors® policy to comply.” BN

Occaswnally General Mofxg)m ‘has rec‘eived inqmnes as to its relaﬂbns wlth
Israel, one of its Israell iif&t&'ibutorb, Of an Araly i}eycotted company. We have
replied to these by turnishipg ihe requgsted factugl information in a rehsongble
effort to ayoid being placed.on'an Aral. Boycott lst, extept that We havé refusad
to supply nonpublic 1nformn‘tl(m Our’ liusineas pcilicxgs and pmctices havé not
been affected by these inghiriés. > - :

Genera] Motors has- recelved oceasmnal mquesté from Arab ceuntries that it
agree not to participate in-future dealings with Israel 6r with Israeli compianies.
General Motors has made no ‘such agreements and would not make’ any. such
agreements.

Just as any other Amerlcan mmpanv doing buslness with Arab countries, Gen~
eral Motors also receives requests for cgrtification as to: the origin of products
fnvolved in a particular transsction ; the boycott status‘of the producer; and the
origin and boycott stams of the ve&eel transvorting the'goods. A you know, such
reguests are prerequisites fo paymenf, -consularization of documents and/or im-
portation -of products in particular trangactions and we have generally complied
with them on a factual basis. We don’t l'eliere that these types or certiﬂcation by
General Motors further the Arab boycott, ©

It hae been bLrought to our attention, howerver, that ¢ our mmpliance with some
of the above certification requnirements-is a source of econcern to the AJC. We
fire, therefore, wil'ing to endeavor to spbstitute the following certifications : The
products are exclusively of U.S. origin; the producer 4f the products is General

he middle ot the paragraph on Businggs e Agrgemen]:s‘ "It‘
xslp Ex athér mideaqtem

e econom;tg ot eﬁg gen-‘

of the nq paragra gh on Arap' Counityy emands’

of yhat can ‘be gecqm-:

its having Jewish’ di;ectors, -stockholders, oiﬂ-'




wee ‘s&b, :

79— TORY—LINO T
Motors Corporation; the pmcucer of the products Is ... . __ : the name q;t
the vesselis __________ ~~; 81d it I8 owned or chartered by ...

We h: ve, of course, no assurance that such changes would be acceptable to Amb
eountries,

. Another certification wh ch some Arab couniries have required the exporter to
furntsh, when it is responsible for Insurlng the products being shipped, before .
the shipptng documents will be consularized is a certificate issued by the Insure |

" ance carrier stating that it is not on an Arab Boycott list. Consularization is a -

prerequisite to payment for the products. General Motors has furnished such a
certiftcate Issued by the company which has teen its marine insurance carrier for
more than half a century. We have been advised, however, that the insurance
compeny will no longer issue such a certificate nnd we are endeavoring to have

this Arab country requirement elimh:ated.
xxpoa'r ADMINISTRATION ACT 3

It is General Motors’ policy to report {o the Depart,
quests received by it from Araly ouu triew for actiong fhat might. haye the effect
of furthering or supporting airey rict} e “trade prafitice br boycott r&gg‘h}st Israel
We do not, however, report requésts recgived from Arsh countries (of from Israel
as well) that products not he khippod a vesweliof Idraell (or Arab couptry)
nationality or on g vessepca )h;‘g at nn qraeli (oﬁ ra}y cnuntry) port €1 rpute

.. to its destination. The TIH:UPdy m,hrtm nf Com rds gpoh! reqhesﬁs as
being masanabxe precautmy A eaau to avoid fle sk-of cop ﬁ tidn of fh&
s,, ight, t,ge Demrtngxit 0es ne{: i tpe
i

producta bging shipped
quests to be restric ve pga ‘; which requiredto ; «
1 avpreciated th oppm‘gub ty of talkin cgto you gnd xchangin vnews on this

sensitive apd' comp! ex subaetz which a Q and dedply goncerns o ‘marny.
General Motors believe- bm'r ipies an ‘practices’ ha e.beenf dre, gpd* wl con«.
tinue to be, proper and falr-foall:concerié¢ i

I trust that my-:létter is ;ﬁe’sponﬁ?e 1:0 the vdt‘}tﬂis tems’ of in;torm tion re-
quested in the AJC's prgpms i1 ‘and look: forward to. an.AJC Ietter withdrgwing
the resolution. I know that m:, as well as 1, wolld iminch p;:efer to arnive at &
posture which wou'd’ avolp {he appearance of our being'In an adve ary poultion.
Such a position would 1ikply gipear, howe\ er. or ba mf rred, to be the ¢ase if the
AJC proposal werg fo be gpqu fn our 1978 Prox fement and presénteq for
discussion and actjon at nal B;éefmg I feq] {a pred thit, yop share with
me the conviction that thé a raneg ‘of-such a Hog uye. which in act doe&; not
extst, would not serve our eg tual interest& _.» £ b - o

Sincere}y. ﬁ‘ A; . )
. _x‘ MUW ¢ X

ent bf Commerce all re- .
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