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There has been nuch political controversy over Dubai Ports
Wrl d s takeover of P& the United Kingdom based ports operator that
controls five container termnals at ports on the East Coast of the
United States. Though the Commttee on Foreign Investnents in the
United States (CFIUS), which reviews foreign takeovers of US assets,
has al ready cleared the deal, Denocrats and Republicans in the
Congress have | aunched vociferous attacks agai nst the deal, claimng
ownership of US ports by the Dubai-based conpany woul d conprom se US
national security. Wth President Bush firmy supporting the deal,
the stage is likely set for an i ntense showdown between the president
and the Congress over foreign owership of US assets—a showdown t hat
has been brew ng since China National Ofshore G| Corp.’s (CNOOC)
attenpted takeover of Unocal |ast year.

The controversy presents enignmatic chall enges to President
Bush’s adm ni stration and the Congress in dealing with foreign
t akeovers or control of US entities and assets. 1In addition, the
outcone of this controversy and the manner in which it is handled
will likely influence the world s perception of America’ s disposition
towards gl obalization. In considering the ultimate fate of this
deal, the Adm nistration, the Congress, and the American peopl e nust
ask thensel ves the foll ow ng questi ons:

Do we want US assets to be owned by foreign entities that are
sponsored by or controlled by foreign governnents?

Do we want to allow US assets to be owned by Arab entities that
are backed by governnment institutions of Arab countries?

If the rising tide of public unease over the deal and the
actions of sonme nenbers of the Congress, such as Hllary Cdinton who
has said she woul d i ntroduce | egislation to block the deal on
nati onal security grounds, are any indication, this deal is dooned.
And if the reaction of the Congress and the people to the CNOOC deal
is any indication of our proclivity towards foreign takeovers, the DP

Wrld deal will fail in the face of nmounting public opposition. On
econom ¢ grounds, Thinking Qutside The Boxe sees |little reason that
t he deal should not be approved. I|ndeed, even those opposed to this

deal have failed to produce any evidence or legitimte argunment that
the United States, its citizens, or private businesses would be
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econom cal |l y di sadvantaged in the event of a consummation of this
deal. Rather, those opposed to this deal have objected to its very

nature on national security grounds, claimng that DP Wrld' s control
via long-term | eases of five container termnals at ports al ong the
East Coast woul d conprom se our national security and nake us nore
susceptible to further terrorist attacks.

There is a certain degree of hypocrisy in opposition to this
deal. After all, the five container termnals in question are
al ready controlled by a foreign entity, albeit a British-owned
publicly traded conpany. Does this set a double standard in that we
allow US assets to be owned by a conpany fromcountry A but not from
country B? The acquisition of I1BMs personal conputer business by
Lenovo, a Chi nese conpany, was approved with little objection. And
not much is said wwth regards to Cl TGO, the Houston-based refiner
that is wholly owned by Petrol eos de Venezuela, S. A , the national
oi | conpany of the Bolivarian Republic of Venezuel a—a country whose
| eader, Hugo Chavez, has strong and dangerous hostilities towards the
United States. However, CNOOC s acquisition of Unocal was bl ocked
| ast year based on security grounds, even though Unocal’s assets were
based primarily in the Asia Pacific region and accounted for very
little US oil production.

Wth respect to the two questions posed earlier, it would seem
that critics of this deal have answered in the affirmative to the
second question. Oobviously, they do not want US assets to be
controlled by entities associated with Arab governnents. Though sone
in the nedia have called this criticismracist, Thinking Qutside The
Boxe does not believe that objection to this deal has been racially
nmotivated. We believe that critics of this deal are genuinely
concerned that allowing this deal to proceed may jeopardi ze our
national security. But are the perceived risks posed by this deal
truly overwhel m ng and are these perceived risks of such a magnitude
that this deal should be bl ocked?

It is worth noting that the United Arab Emrates has been a
supporter of the US-led war against terror, in many ways hel ping the
US Treasury crack down on financiers of the terrorist networks. O
all Arab nations, the United Arab Em rates has been the nost am cable
towards the West and has, in sonme ways, conme to enbrace Wstern
styles, ideals, and capitalism Dubai has becone a playground for
the jet setting, rich and fanmous crowmd. And with its oil wealth
paling in conparison to other Arab nations, the United Arab Em rates
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has endeavoured to becone the | eading financial centre for the Mddle
East. Though this behaviour could be a concerted effort to dupe the
rest of the world by presenting itself as a pro-Wstern Arab nation
in an effort to cover secret terrorist synpathies, this seens a

hi ghly unlikely scenari o.
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Dubai Ports World is a global container ports term nal operator
with facilities in Germany, Romani a, Dom nican Republic, Venezuel a,

the Mddle East, China, India, South Korea, and Australia. It has a
favourabl e reputation for quality and service. |Its executive
managenent teamincludes nultinational personnel. DP Wrld initially

indicated that it would be willing to forgo taking operational

control of the five ports on the US East Coast until the Congress has
had nore tinme to exam ne the inplications the deal would have for
national security. In addition, DP Wrld has indicated that it is
willing to submt the deal to further investigation over a forty-five
day period in order to assuage the concerns of those opposing the
acqui sition of P& . (O her concessions made by DP Wrld include the
fol | ow ng:

* Mnaging the US operations as a separate business unit,

o Chief security officer to be a US citizen, unless otherw se
approved by the US Coast QGuard.

The circunstances seemto suggest that DP Wrld and its
| eadership are open to further scrutiny of the deal and are willing
to work with the Adm ni stration and the Congress in order to arrive
at an agreenent that is satisfactory for all parties. The
concessions already made by DP World in order to help allay
Congressi onal nenbers’ fears woul d seemto suggest that the
| eadership is synpathetic to the concerns of the US and is anenabl e
to listening to options that may help to secure a conclusion to the
deal. It is unlikely that a conmpany with totally malicious
intentions would allow the deal to be opened to additional scrutiny
and exam nation or make concessions that would jeopardize its evil
plans. O would they do so in order to throwus all off with their
doubl e faced behaviour to conceal the fact that they may be speaking
with a split tongue?

Thi nki ng Qutside the Boxe believes that the preponderance of the
evi dence suggests that this deal should be allowed to go through. It
i s not unreasonable to allow another period in which nenbers of the
Congress can further scrutinize the deal for any potential threats to
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national security. In the end, however, the first line security at
the five ports in question will still be the responsibility of the

Coast Cuard, the Departnent of Honeland Security, and the | ocal |aw
enforcenment. During the next phase of exam nation, the Congress
shoul d ask probing and difficult questions with respect to this deal
and its ramfications. Having done this, it is likely that nost of
the concerns may be addressed in a manner that is satisfactory to al
parties and in a way that wll allow the deal to proceed.

To be sure, m stakes have been made during this debacle.
Politicians on both sides have attenpted to seize upon this issue in
an election year, for political showmanship and in an effort to gain

political capital. Such vociferous objection to this deal wll
likely send the wong signal to those friendly Arabs who have hel ped
us and will likely continue to help us in the war on terror.

Qpposition that kills the deal could create an unwel cone and

danger ous backl ash anongst noderate Arabs in the M ddl e East agai nst
the United States and what woul d be perceived as hypocrisy. The
Congress nust address this issue in a dignified fashion and refrain
from maki ng suggestive remarks linking this deal and DP Wrld to the
potential for further terrorist attacks.

But this debacle may have been preventable. President Bush and
menbers of his admnistration could have handled this matter in a
nore subtle fashion. Had the Adm nistration rel eased the findings of
its investigation into this deal to the Congress, a great deal of
acrinmony would likely have been renoved fromthis process. This may
have hel ped to warm nenbers of the Congress to the nerits of this
deal. In addition, explaining the rationale behind the
Adm nistration’s support for the deal and further detailing the
results of its investigation could have hel ped to reduce public
opposition to the deal by allaying many concerns voiced by the
people. Approaching the matter in a nore skillful manner could have
hel ped to avoid the infighting that is occurring now.

Thi nki ng Qut si de The Boxe has | ong been an advocate of
i ncreasing our national security efforts and protecting ourselves
fromfuture terrorist attacks. W are aware that not all Arabs are
terrorists. However, we have al so repeatedly pointed out that al
the terrorists have been Arabs. But we should not let this fact
poi son us agai nst deals that further pronote gl obalization, which in
the long-run benefits consunmers and busi nesses alike. Suspicions are
often far worse than the truth. W nust not |et our suspicions taint
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our judgnent and conprom se the good relations that we have with Arab
nations that have worked with us in the war on terror and that set a
good exanpl e of governance in the Arab worl d.

Great care and jurisprudence nust be taken in assessing the
nmerits and di sadvantages of allowing this deal to proceed.
Vul nerability at US ports has been a | ong-standi ng i ssue and concern,
nmost notably voiced by Fritz Hollings, former Denocratic Senator from
South Carolina. W would be remss if we were to claimthat the
t hought of an Arab governnent - backed conpany havi ng operati onal
control at US ports does not create a certain degree of disconfort.
But President Bush is right in saying that we do not want to send
m xed signals to friendly governments in the Arab world. From al
indications, this deal will not likely increase the risk to America
of further terrorist attacks and, based on that, should be allowed to
go through, particularly given the willingness of DP Wrld to work
with the Congress to ensure that their concerns are adequately
addressed. However, we believe that every effort nust be made to
ensure that this deal wll not jeopardize Anerica’s security.
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