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TRADE REPORT

 Administration Is Boycotting
Anti-Arab Boycott Bills

The Arab boycott is particularly controversial this year because of election
year pressures, coniinuing tension in the Mideast and the Arabs’ new wealth,

v

BY PAUL LEWIS

The Ford Administration is Fghting
hard to stop Congress from pasiing new
legistution that would make it more dil-
ficuli ~and perhaps iHegal altogether —
for U.S. companies 10 coopersiz wih
the 20-year-old Arub boycott of fsracl
in order 10 get access Lo the fust-growing
markets of the oil-rich Middle East.

At the best of times, the boicoil -
sug is a controversial and delicaie one.
But this year, the vastly increased fi-
nancial power of the Middle East ail
producers has combined with the con-
tinuing  diplomatic stalemate between
Isrnel and its Arab nmghhors and ke

American election campaign o moke

the whele subject more complex siill.

The Admnistration stoutly  mam-
tains that it already bas dome alt that
“it cun o discourage comphance und
. ensure that the bovcolt does a2t resuit
in discriminatory acts at home. Now
legislution, argues the Adminisiranon.
risks damuging the country’s arowing
~ ecanomic stake in the Middie Esst end
“undercutting its diplomatid™ etforts io
. pramote a lasting peuce thers—whwh
alone cap end the boycoti azd give
fsract the security it pe eds.

lis  opponents  disagres,  beiieving
that the Arab bovcott iy a dungerous
blufl that can and must be culled. and

that the United States s the onby goea--

try with the willpower and the Crenentiy
musgle for the task. g
Within  the . Administration’s
ranks, guite o number of offiviais think
the new dove for amti-boyeett Tegita-

tion will be hard 10 stop in the presest

pulitical chavue. In the end. they sus.

pect President Ford's real chowe mas

“turn ot to be between secking a com-

pronise with Congress now or 2
. controversial veto Liter on i the vice-
- iton campaign.

own

r highty -

The Administration’s current ¢am-
paign against boycout legislation is con-
centruted in the House, where the In-
ternational Relations Committee is con-
sidering a move by Rep. Edward 1.
Koch, D-N.Y, to include his anti-bov-
cott amendment (MR 11463) in the

renewal of the Export Administration
‘Act of 1969, which expires on Sept. 30,

The Koch amendments closely re-
semble those ulready added by Sen.
Adlui E, Stevenson 1, D-H1., 10 the Sen-

ate version of the new Export Adminiye

tration Act (S8 3080), which has been
reported by the Senate Bunking, Hous-
ing und Utrban Affairs (ommmec and
is awaiting tloor action,

Although several other tougher unti-
boycott bills have been introduced
the House, the Stevenson-Koch meas-
ures generally are thought to have the
best chunce of pussage this veur.

However. the Senate Finance Com-

mittee has accepted un  amendment
to the Tux Reform Act by Sen. Abra-
ham Ribicoll, D-Conn., ¢nding cerian
tax savings for companics participating
in the boycotl, and this must be con-
sidered o durk horse in the field ol unti-
boveott legislation.
Background: In order to ‘understand the
battle now raging over the Stevenson-
koch amendments and other: pieces of
anti-boyeott legislation, it 5 peeessary
to recall the main facts about the Arab
boseott of Isracl.

The primary boyeott bepgan in 1946,

when the moembers of the Lesgue of
Arab States banned the import of geods
from what was then British-mandated

Pulestine in n etlort to stop the erea-

tton of Tsracl, But in 1948, the State of
farucl wis et up, and in 1951 the Arab
Leuague tnstituted the so-cdled second-
ar and tertiary boycotts.,

Under the secondary buyc.uu the

Arahe viarakt ta encnarsens Carslan oo

panies to boveott Israch as well by gs-
tublishing a blucklist of thuse with sub-
stantial economic ties with the Jewish
stte and refusing 10 do business with
them. ‘

James A_ Baker 111, then underseere-
tary of Commerce, told the University
of Texas Law School on Feb. 19 tha
ULS. firms gencrally ure blacklistud be-
cause. of “the establishment of a plant
in Israel, the supply of a significant por-

“tion of the campenents for produsis is-

sembled in Tsrach entry fato purtner-
ship with Isruch companies, supply of
technical advice to Israedl manotactur-
ing plants and refusad Lo ansves Ques-

tions posed by Arab governments.”

In theory. the Arch states apphy the
primary and secondary boveotts by re-
fusing (o deal with blackhisted firms and
asking those they do have basiness re-
latinns with to certify that gouds they

Csupply are not of Israelt origin and do
" not cuntain fsracli componeats,

The so-called tertiary borcott conres

when an Arub concern insists that the
1S, company nmot us¢ sub-contritors,
shippers, insurance dgents or componcnt
manufacturers thut are blavklisted -or.
in some cises, because lbc\ are Jewish-
owned or munuged.
Dispute: The Arub states participating
in the bhoyeott. regurd  themselves as
beirg wt war with Israel and that boy-
cotls are recognized umversally o 2
legitinuate part of any country s war o
forl against its cacmies.

Mureover, the boveott also s an e
cepted instrument  of diplomiey oven

“when war-hhe conditivns do pot eustb

The United Nations currently iy boico!
ting Rhodesia, though the Uadied States
is stoppud [rom participating by the -
called Baggd Amendment, (For mere
about the Byrd Amemdmeni, see Vol
N Na. 20, p. 656.)

And the Fmted

nver  the veare
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" companies should be

" Arabia,

,
Blutes has instituted - trade  boycotis.
against Russia, China, Albania, Cuba,
North Korea and North Vietnam,

But whike the United States hay ried
to disuade allies from trading with coun-
trigs it was boycotting and to bun for-
cu,n subsidiaries of Americun compan-
ics from doing so,
listed foreign companies and attempted
to mount a sccondary or tertiary boy-
cott. :

On the other hand,
that the Arab boycott is very unsvenly
enforced. Although the Central Boveott
Office in Damascus, Syria decides which
blacklisted, its
recommendations are not binding,
in practice each country has its own list
and its own particular restrictions.

According - to  State  Department
analysts, the strictest enforcers at pres-
ent are the richest Arab countries, Saudi
Kuwait und the Gull states.
Poorer countries like Egypt and Syria
are more pragmatic, even though they
have been to war with Israel, Some
Arab countries like Morocco. Tunisia
and Algeriu barely enforce the boycott

atatl.

i

As a result, amom.xhes abound. For
instance, International Business
chines Corp. has plants in three Arab

. countrics and fsrael, while Oliverti (Ing.

C) & Co. has agents in 12 Arab coun-
teies as well as Isruel.
Nevertheless, while no one doubts

- that the Arabs have every right to re-

fuse to trade with Israel, the secondary
and tertiary boycotts are regarded by
many as distasteful because they result
in American companies being compelled

. to carry out the Arabs™ boycott of Is-
- rae¢] for them and in some cases to dis- .
criminate aguainst other U.S. firms and
Cindividuals because of their dealings

with the Jewish state,
Clearly, Congress cannot furc.e the
‘Arabs to import Isract goods, do bysi-

“ness with particular companies.or make

American companies invest in Israel,
What it can do, however, is to regulute
the information ubout the origin of
goods, subcontractors and so on, that

" American firms provide Arab customers

and thut is pecessary for successiul ens
forcement of the boveott. T can also tey
to stop one American firm from dis-
criminating against another in order to
get Arab business.

ADMINISTRATION POSITION

The President already has authority
to moke compliance with the hmc.uu
much more difficult for U.S. compun-
ies under the Export Administration
Act,

The et the - United

states  that

States opposes boyeotts by a foreign
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Twa sides of the boycair debate: Will
Maslow {above i of the American Jewish
Congress und Treasury Secremr)
William E. Simon ( below}

country against any tru:ndly nulmn .md
“encourages and requests”  American
companies not 1o comply. It requires

flems 10 report confidentially to the

Commerce Department all boycott re-
quests. although it leaves it up to the
Secretary of Commerce 1o decide what
action he will take “to curry out the
purposes™ of the act, Finully, and most
importantly, it uuthorizes the President
to limit or prohibit American compu-
nies from answering boycun qu«.».non-
eers.
lmplemen(a!mn However, it is only in
the last few months that the Adminis-
trutton has bx.k.un to lmpluncm this
part of the act in any serious wuy —or,
indeed, that any rulh serious effort has
been mude to get it 1o do so.

This intensified concern about the
Arab boycott among  Jewish groups,
some businesses and in Congress prob-

dbl_\ has its roots in the 1973 Middle Ezst

. But it chielly reflects the realiza-
llon that the Arab world's vastly in-
creased wealth and demand for western
goods and services s a result of the oii
price explosion makes the . boyeolt a
~mych more potent weapon for encourag-
ing forcign companies to discriminate
‘against Israel,

In any event, in February 1975, grow-
ing concern about the boycoit, toncthcr
with some well-publicized examptes of
Arab  discrimination  against  Jewish
banks led Ford to pledge th.u he would
not tolerate any discrimination against
Americans  on - mcml or religious
grounds,

Since - then, the Adm:m:.tmnon has
taken several steps.to tighten up boy-

cott reporting requirements and to pre-

vent discrimination against American
companies or individuals as a result of
the Arab boycott, These include:
¢ a pubiicity drive to remind com-
panies they must report boycoll re-
quests and a new requirement that thcy
also tell the Commerce Department in
confidence whether they are complymg
or not;
®an iovestigation  of  reporting
violations that led to civil penalies be-
ing imposed aguinst five firms and
warnings to 240 others;
®new administrative regulations is-

“sued last Nov. 21 prohibiting U.S. ex-

porters  from disc.rlmmdung against
American firms and citizens on grounds
of race and religion us a result of lht:
boy«.ouﬁ

¢a Federal Rescrve Board circular

discouraging U.S. banks from handling

letters of credit that contain boycou
pmwsaons though not imposing any
“new legal regulanons on thermn;

#ian announcement that the Com-
- merge Department no longer will circu-

late information about overseas business

opportunities  that contain  boycott
provisions: '
#a  Justice Department  antitrust

suit against the Bechuel Corp charging
it with conspiring with its subsidiaries
to discriminate  aguinst  certain  sub-
vontractors us 4 resuh ol the boycott,
Generally, the Administration’s acts
have been designed to prevent racial or
religiously  motivated . discrimination
among Americans. Whal the Adminis-
tration has not heen prepared to do is
1o use its authority under the Export
Administration Act Lo prohibit compli-

anee with boycolt requests for informa-.

tion .lllug_.c.lhc.r. to publish the munes

of companies complying with the hoy- |

cot and o \-.uk new authority hnnml
existing antitrust Jaw o ~.mp compinics
from dm.nmlmumﬂ agiinst cach other
1o secure Arab orders.
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Resistance: . The more extreme anti-
boycott legistation introduced into the
present Congress would simply ban
compliance mth any boyeott requests,
including thuse. for informution about a
company's goods and relutionships. A
. notable example of this is the bill (HR
4967) introduced by Rep. Jonathan B.
Bingham, D-N.Y.

The Senate Banking Committee re-
jected this approach when it was con-
sidering the Stevenson amendment,
calling it "a counter-boycott™
effectively would ban American firms
from doing business with the Arab
worid. ‘

The Administration also was ada-
mantly opposed, fearing that any biank-
et prohibition against boycott compli-
ance would lead the Arabs to give their
business to other countries. Trc.a:;ury
Secretary William E. Simon warned the
House International Rclations Com-
" mittes on June 9 that “there is precious
little that the U.S. presently supplies
to Arab nations that is not available
from sources in other countries, and
they are eager to take our place.”

He displayed - similar hostility 1o
Ribicoff"s plan to deny tax deferrals on
foreign-source income and the benefits
of the domestic international sales cor-
poration (DISC) to companies if the
. Treasury Department determined that
* they had refused to do business with
Israel, or with Jewish-owned com-
panies. Simon calfed the plan “contrary
to sound principles of tax policy,” ard
the Administration hopes it will be
killed in the conference committes on
the Tax Reform Act, which is now be-
fore the Senate. ‘

But the Administrution showed . itself

every bit as hostile 1o the much more
" moderate  Stevenson-Koch proposals,
“which provide for public disclosure by

the Commerce Depurtment of  the
names of companies complying or not
complying with boycott requests: for an
outright prohibition on U.S. firms sup-
plying any information about the race,
religion, sex or national origin of their
own or any other company's directors,
employees or sharcholders: and for u
ban on U.S. firms refusing to deal with
other American. companies us a result
of buycott pressure.

To discourage the House Internation-

al Relations Committes from including
these measures in the Export Adminis-
tration Agt, the Administration fielded
a blue ribbon team of witnesses at the
hearings on June 8-11. Besides Simon—
who spearheaded the attack =it includ-
ed Seoretary of Commerce Eliot L.
Richardson and assistant sceretary of

State Joseph E. Greenwald,
tn oppusing publication of the confi-

hoycott compliance reports,
Simon argued that this would muke it
harder for Arab countrics to turn a
blind eye to cases where American firms
refused to go along with boycott re-

quests by disclosing cases of noncompli-

ance as well as compliance.

His stand was supporied by Thomas
A. Christiansen of the Hewlett-Packard
Co. of Palo Alto, Calif., speaking on
behalf of the Chamber of Commerce of

. the United States. Christiansen said dis-
that

closure of compliance “could be unfair-
ly misinterpreted as an implication of

wrongdoing. causing unwarranted in-
jury to the firm.”
Privately, Administration’  officials

fear that the more militant Jewish or-
panizations would try to boycolt com-
plving compaunies and that this could
be particularly damaging for companies
in the competitive consumer products
field.

Simon went on to argue that the pro-
visions of the Koch amendment barring

disclosure of information about the race -

or religion of a company K personncl
was irrelevant because Ford's anti-
boycott regulations already cover this.

Finally. he took issue with the so-
called refusal to deal provisions, forbid-
ding companies to discriminate against
each other as a result of the boycott.

This was unnecessary, he said, if it

went no further than existing antitrust

Even i these Tretusal to deal™ pro-
visions were changed o make them
more casily enforceable, Simon com-
plained that they could leave blacklisted
companies worse off than before, since

“other U.S. firms might fear that o con.

sistent policy of using blacklisted com.
panies only in non-Arab parls of the
world could itsell be construed as u
conspiracy to support the boycott and
thut they would be on safer legui
ground using non- blackhsh.d firms <v-
erywhere. ‘

Beyond these objections to the de-
tailed provisions of the Koch amend--
ments, the Administration witnesscs al-
50 went on to raise more general alyeg-
tions 1o the whole idea of new legisla-
{ion against the boycoll,

In the first place, they m.unhuuu!
the primary and sccondary boycutts of
Israel —that is to say, the refusal to im-
port from Israel or do business with
blacklisted c¢ompanies—can only  he
ended in the context of an aver-all.
Middle East peace settlement.

As for the tertiary boycott—the ut-
templ to get one American compuny to
diseriminate against another —exasting

"antitrust laws could be brought into

play where the evidence of a conspiracy
exists, while other regulations. prohibit
discriminatory scts based on race or
creed, Administration witnesses siid. ;

In fact, the officials say, i onh ~

““We have experienced situations in the past where excessive
pressure has produced a backlash which undercut proaress
being made through diplomatic endeavors.”
— Assistant secretary "of State Joseph E. Greenwald

legislation, which prohibits “‘agree-
ments or conspiracies to engage m anti-
competitive  boyvcott  activities” and
which alreandy had enabled the Justice
Department to institute proceedings
against Bechtel,

But if the provision were intended 1o
extend existing law to cuses where “a
firm unilateraily and without any agree-
memt chose not to do business with
another firm,” it would be unenforce-
able in Simon’s view. Government and

the courts would have to decide why &t

firm did not. for example, pick & par-
ticular subcontractor, and that would
be very difficult if not impossible. Si-
mon sid. :

Commaerce  Secretary - Richardson
witgned that the “refusal to deal™ pro-
vision misht mike it an offense i a
U.S. firm doing business in an Arab
comptry were to order one kind of
truck thum another,
the country witl not permit importation
of the second truck.”

heciause 1L knows:

about -20 per cent of the bowgult re-

" quests reported to the Commurce De-

partment have Arab purchasers ashed
for assurances that goods did not come
in whole or part {rom bl.n.khs.u,d com-
panies.

Usually, the U.S. wmp.\nn.s are
only asked to state that the gowds are
not of Israeti origin or being shnpmd o
vessels that calt at lsraeli ports on thm
way to the Middle East. .

BOYCOTT CASES

The number of cases of blatant ractal
discrimination — for instance, # detanl
that 2 supplier not deat with “dewinh™
or "Zionist” concerns —is
and Arab k.tdc.ra contimlly namtnn

minewule.

that the boycott is dirested agarast i~

rael and not against Jows or Ziennis
as such in Amwricd. '

Out of the 30.000 boycolt reguest e
ports filad  with Comawree hetween
1970 and 1975, only 28 such dem. ol
were found. Another analysis ol the
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30,000 requests filed between  Qutober
1975 and March 1976 produced & mere
six. and all were disowned by the gov-
_ ernments concerned.

Problems: But while the Ford Adminis-
tration thus believes the Koch umend-

ment would be unnecessary and imel-

fective, it fears also that new legisisiion
would raise @ number of adducaal
problems and dangers.

First, it would be perceived & 'the
Arabs as what assistant secretary of
State Greenwald called
tional gesture” in his testimony before
the House International Reiuiions
Commiitee on June 8.

“We have experienced situziions in
~the past where excessive pressure has
produu:d a backlash which urdzrout
progresq being made through diplomat-
ic endeavors,” Greenwald said. “Such
confrontation would be harmful 10 our
- over-all economic and political inter-

" ests in the Middle East, the most impor-
tant of which is our desire pr amots
“'progress towards a pcdu.ful setliement

of the Arab-Israch dispute.”

Sccondly, the Administration fears
that new legislation will only damage
U.S. industry’s growing stake in 1he
fast-growing markets of the Middie
Fast without having any serious umpact
on the boycott itself.

. During 1975, U.S. exports to the

Arab world excecded $3 billion. and as

Commerce undersecretary  Baker toid
the same committee last Deel 11 “it s
estimated that cach billion ‘dollars of

U.S. exports represents 40,000 to 70080

~ American jobs.”

Finally, by embittering U.S.-Arab
relations, the Administration contends.
new fegislation might also undercut the
efforts now being made to reduce or re-
move bovcolt requirements through pri-
.. vate negotiations with the Arsb gov-
ernments und importers.
Simon reported to the House com-
mittee that there had been o gracusl
cdsing of ent‘om:mcm practices over ihe
past six months.” Some Arab govemn-
ments were negotiating with American
firms. even though the latter hod re-
fused to give up their relationship with
Isracl, w hllc other vompanies had suc-
ceeded in getting boycolt clagses 1e-
moved {rom contracts, letiers of \.rcdu
and shipping instructions.

Some Arab governments wili ke a
compuny with Israch
their blacklist if it invests as moch in
their own .country. Syria wrole such a
provision into its boycotl faws in 1975
and. Saudi Arabia hus indicated sepport
for the idea.

Suudt Arabia abso is relaxiag s tra-
ditional refusal 0 give entry visas to

Jews. Visitors on  business  for the

.858 NATIONAL JOURNAL 8/19;78

*a corfronta-.

World Bank or the Joint United States-
Saudi Arabian Economic Commission
—which oversees most U.S.-backed de-
velopment pro;uus in the u)umry—"u
gutomatic visas now,

Contradictions: Al first sight, the ¢laim

Cthat the boywn is being cased may
because the statistcal
“evidence suggests that enforcement is

look surprising,

ont the increase¢ rather than the reverse.
For ¢example, the number of boycott re-

- ports filed with the Commerce Depart-

meni rose from 785 in 1974 to 7,545 in
the first three quarters of 1976, while
the number of reporting firms increased
from 23 to 538 over the same period.
According to the House Interstate
and Foreign Commerce Subcommittee
on Oversight and [nvestigations, the

]

C' onmmerce Sec*remr) lel L. th'l)ard-
son has urged that a contpromise be
worked out with Congress.

investments - o

value of goods affected by boycolt re-
quests was $630 million in 1973, or 70
umes the figure for 1974,

However the Adminisiration believes
these statistics are misleading. The big
jump in boycotl reports is certainly in-
fluenced by the fact that most compa-
nies never bothered to ile until the
Administration began to crack down
during 1973, The increases also reflect
the growing volume of business between
the United States and the Middle East
as the oil-producing states learn how Lo
spend their new-found wealth, In addi-
tion, in December 1973, boyeott report-
ing reguirements were extended to the
service industrics,

TESTIMONY

Widely conflicting testimony,
supporting the Administration position

or urging new anti-boycott legislation,
huas been preseated to the House Inter-

national Relations Committes. Support

cither

- No Objection To Declassification in Full 2011/04/29 : LOC-HAK-178-1-22-9

has come largely from sections of the
business. community, while Jewish
groups have prmst.d hardest for new
legistation.

Support: The Administration hus been
supported in its opposition Lo any new
anti-boycott legistution by the Chamber
of Commerce, and on this point, Chris-
tiansen said on June 10 that “we feel
confident these (existing) laws are ade-
quate to deal with discriminatory and
unfair trade practices, whether engaged .
in by foreign or domestic enterprises.”

A forceful statement of the dangers
for the Americun construction industry
inherent in displeasing the Arab world
came from a spokesman for the Asso-
cinted General Contractors of America,
Edwin L. Jones, president of J. A,
Jones Construction Co. of Churlotie,
N.C.

Jones warned the House committee
on June 10 that the U. §. construction
industry "will lose more than $200 mil-
lion in potential foreign construction
revenue and 80,000 jobs over the next
five years if Congress passes anti-boy-
cott legislation to prohibit American
construction firms from providing
goods and services to many Middle
Eust countries.” '
. These manifestations of business sup-
port for the Administration position

- _were welcomed  privately by officials
who say they have had diificulty getting

big companies und trade organizations
to take a stance on the matter. They
suspect that while many businesses may
fear new legislution would put them at a
disadvaniage against European and
Japanese rivals in the Middle East, they
are reluctant to say so for fear of criti-
cisim at home.

‘Opposition: However, the three major

Jewish orgunizations thal also gave
testimony June 11 directly challenged
the Administration’s contention. that
anti-boyeott legislation would be in-
effective and merely encourage the
Arab countrics to take their business
clsewhere.

They argued that the flexible miorcc-
ment of the boycott showed that the

Aruabs put business above politics and -

supgested resistance by U.S. companies
would be mitched by further cunces-
sions, All, therelore, suppuoried
passage of stronger :mti-bu}‘cml leg-
islation,

For the Amulca.n .h.m\h Congress,
Will Maslow, its gencral counsel, suaid,
“We have found throughout the busi-
ness community 4 willingness —even
w desire — to chullenge the Arab boveott.
But businessmen one after another have
told us théy fear reprisals. They have
said 1o us time and again that they
would be willing to defy the boyeott if
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only they were given some statutory
authority to do so.”

Maslow said Arab countries choose
American firms “because their goods
are cheaper, better und more reliable
than those which they can buy clse-
where, They wilt continue to be selec-
ted even when federal faw  forbids
American companies 10 surrender 1o
Arab boycott pressure.”

He pointed out that Arab govern-
ments already turn a blind cye to boy-

cott requirements when it suits them.

For instance, the Ford Motor Co. had
§50 billion in Arab sales last yeor
although officially blucklisted becausc
it has a small assembly plant in fsraeh
Hilton Hotels Corp. and  Sheraton
Corp. of America manage hotels in
Arab countries as well as in Israel
while the Chase Manhattan Bank N.A.
is the U.S. fiscal agent for Israeli bonds
but has never been blucklisted “beciuse
the Arabs need it.”

After calling the U.S, anti-boycott
law “the laughing stock of corporate
America,” Maslow complained that
while the Ford Administration had
tried to stop racially motivated discrim-
ination against Jews in America, it
refused to prevent U.S. companies from
discriminating uagainst those with links
Io Ysrael.

For the Aati- D:.,f..mwnon League of

B nui B'rith, Seymour Graubard, the
national  chairman, said  successive
. administrations had warned that anti-
boycott legislution would undercut
" Middle East peace efforts for over a
decade, though peace seems hardly any
closer. “We cannot work passively
any longer for final peace in the Middle
East before secking to halt Arab coer-
" cion. of American business firms,” he
said.

Graubard pointed out that Frunce
had received no special treatment by
Arabs although it cooperaged closely
with the boycot, and had fallen behind
other European countries in its share
of Middle Eustern markets. '

For the Americun Jewish Committee
on the Arab Boyveott, Lester 5. Hyman
said the Arabs were testing America’s
will and that il they were to encoun-
ter a sohlid front of Jegul and moral
resistance  to their discriminatory  te-
strictions, in all  probubility  they
would buek down because they budly
need what the (1.5, has to ofter.”

The advocates of pew anli-boycott
legistution also wot support from Arthur
F. Buras, the chairman of the Vederal
Reserve Board.

Ia a letter to Rep. Benjamin 5. Ros-
enthal, D-NY ., chairman of the House
- Government Operations bub..mmmm.e
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tary Affaics, released on the same day
that Simon was arguing againsl new

“legislation before the House Interna-

tional  Relations Committes,. Burns
complained that U.S. banks were acting
as enforcers of the Arab boycott and
that new legislation was needed to stop
this.

He pointed out thul muny boycott
certifications had to be by the U.S.
bank handling the leuter of credit from
the Arub importer. “Qur banks are not
only securing assurances for Arab im-
porters that they are not buying goods
of Israeli vrigin. but they also serve as
the instrumentality whereby U.S, cit-

“izens having unrelated dealings with

Tsrael may be denivd access to the Arab
. Burns wrote.

He complained that Congress had
~ not made compliance with the boycott
encouraged (irms

itlegal, but only

. - | No Objectton To Declassmcatlon in FuEl 2011/04/29 : LOC-HAK-178-1-22-9

on the crowded und turbulent Mlddh.. ‘
Eastern stuge. '

However, there can be little doubt
that the new trend in Congress is away
from cxpediency in foreign aflairs to-

~wards a greater emphasis on principle

and morality. For this reuson, some
Administration officials suspect it may
prove impossible to stop Congress {rom
voting some kind of anti-boycoll legis-
lation this year. The President would

find such a meusure hard to veto during

an election campaign, particularly i
attached to the renewal ol the Lxpuort
Administration  Act,. which  governs
U.S. export policy and cannot casily
be allowed to lapse. .

For some months now, Comawrey
Secretary Richardson has been pointing
out the realities of the situation and
suggesting that it might be wisest to
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try to compromise. with the congres-
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to resist it. It is unfair, 1 belicve, to
expect some banks to sulfer competitive
penalities for responding affirmatively
1o the spirit of U.S, policy, while others
profit by ignoring the policy.”

At the same time, Rep. John E.
Moss, D-Culif., told the subcommittee

‘that alt L.S. bunks have closed their

lerachi offices since the 1973 war but
that the aumber of U.S, bank branches
in Arab countries has ingreased from {0
o 23,

OQUTLOOK

ft is not surprising thut the Arab

“boyeott of lsraeh should be proving

intensely controversial in the United
States, ahbough there has been no
comparable debate in other parts of the
indusiriaticed world, As Israel’s strong-
est defender, the United States natur-
ally disbikes bunh. blackmailed.  al-
though it .\!\o witnts Lo -ulh.;,u.lrd its
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Rep. Edward 1. Koch has proposed an
anii-hoyeott amendment (o the Export
Administration Acl.

sional leadership on a modified version
of the Stevenson-Koch approach i re-
turn for dropping harsher legislation.
However, the policy so far has been
to fight back and give nu yuarier,
though even in the Treasury Depart-
ment,  which recently has borne the
brunt of the battle, vontidence in finl
victory s far from overw hclming, A~

“one official said o reading Stmon’s

yncompromsing statement of hostshity
to the proposed new legiskation betore:
the. House  Internationad . Rebaons
Committer, ~Methighs the peeilenen
dath protest tov much to be umul\

' wm ncing.”

For the gioment, the Administraton:
is holding out with all it strength
But many would not be ~.ur|\nsgd T

e i b e ened
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