
FAQ on DivestTerror.org

Q: 
What is DivestTerror.org?

A:
DivestTerror.org is a project of the Center for Security Policy (CSP), which is a non-partisan, not-for-profit policy organization located in DC.  The President of the Center is Frank Gaffney.  More information on our organization is available at www.centerforsecuritypolicy.org. 

Q: 
What countries does DivestTerror.org target?

A:
DivestTerror.org focuses on 4 countries that the U.S. State Department has identified as sponsors of terrorism:


IRAN

Iran is described by the U.S. State Department as the world’s foremost sponsor of Jihadist terrorism. They sponsor Hezbollah, which, until 9-11, boasted the highest body count of U.S. citizens of any terrorist group. As detailed by the National Commission on Terrorist Attacks Upon the United States (the 9-11 Commission), Iran has also provided safe haven, joint training and equipment to Al Qaeda. Iran has also been documented as providing aid and arms to the Jihadist terrorist insurgents fighting American troops in Iraq. Finally, Iran is widely believed to be working to develop nuclear weapons and they have a very active ballistic missile program.

 
SUDAN

 Sudan has provided safe haven and training facilities to Hezbollah, HAMAS and Al Qaeda over the past decade. The Islamist government of Sudan has also waged a Jihad against the black Christian population there, killing hundreds of thousands of innocent civilians in what can only be described as genocide.
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SYRIA

 Syria is the main conduit for arms to Hezbollah and also provides safe haven for HAMAS and Palestinian Islamic Jihad. Syria has also been implicated in providing safe haven and supply lines to the Jihadist terrorist insurgents fighting American troops today in Iraq. Syria has also been implicated in the assassination of Lebanese Christian political leaders.

NORTH KOREA

North Korea is most famous for its development of nuclear weapons, however, North Korea is also the arms merchant to Islamist regimes around the world, including Syria and Iran, to whom they have sold ballistic missiles and other weapons and technology for years.
Q:
How does divestment help fight terrorism?

A:
The ultimate target of our divestment campaign is, of course, the state-sponsors of terrorism that represent an unacceptable risk to national security.  The primary reason why these governments are able to continue with impunity their support for terrorism and pursuit of weapons of mass destruction is due to the revenues, technology and moral cover provided by prominent, publicly traded Western companies.  The bottom line is: Were these companies to pull out of state-sponsors of terrorism, the effect on these governments would be crippling.  

There are two principal reasons that companies will not withdraw from terrorist-sponsoring states – without the threat or implementation of divestment: 1) These operations are legal, because most companies doing business with these governments are foreign and not subject to U.S. sanctions laws; and 2) most companies choose to ignore the dangerous policies of governments like Iran, Syria, Sudan, and North Korea in favor of profits.  

Accordingly, divestment helps fight terrorism by forcing public companies to choose between their operations in terrorist-supporting countries or their corporate reputation and stock value.  When given such a choice during the South Africa divestment campaign, companies withdrew from that country and apartheid became a relic of history.   Divestment leads to corporate withdrawal, which, if precedent holds true, can lead to governments ending their sponsorship of terrorism.  

Q:
Can I have a list of the companies that do business in and with terrorist sponsoring nations to review my own investments?
A:
There are believed to be approximately 400 publicly companies worldwide that do business in or with the terrorist-sponsoring nations, Iran, Sudan, Syria, and North Korea. There are independent firms that provide screens for asset managers wishing to avoid companies that do business in and with terrorist sponsoring nations. Divest Terror does not endorse any of these firms or their products. In addition, the American Enterprise Institute provides a list of companies doing business in Iran at this address: http://www.aei.org/iraninteractive/. Finally, a database of companies doing business in Iran is also available at: http://www.businessmonitor.com/yb/iran.html. A similar database that covers Syria is available at: http://www.businessmonitor.com/yb/jordanlebanonsyria.html. 
Q:
What if our pension systems/money managers refuse to take action?

A:
It is likely that pension systems and money managers will stonewall calls for divestment.  Indeed, most public pension systems and university endowments have systematically avoided even the identification of such companies.  Why?  They fear that if the American people find out about such investments, they will demand divestment. 


There is precedent for such behavior.  During the South Africa divestment campaign, pension systems likewise refused to divest – until state and city lawmakers required them to do so.  That is why a central element of www.DivestTerror.org encourages Americans to petition state law makers rather than focus exclusively on public pension system and university endowment administrators.  Write your state legislators, governor, treasurer and local officials and demand that state investments in companies doing business in terrorist-sponsoring states be disclosed and then divested. 


It is also likely the case that your individual fund manager or broker likewise cannot help you identify which of your personal portfolio holdings have such ties.  To combat this lack of transparency, DivestTerror.org recommends sending a letter to your manager that threatens to move your account if they don’t provide data for you to make determinations about which companies do business with terrorist-sponsoring governments.

Q: 
Isn’t doing business in a terrorist-sponsoring nation such as Iran, Sudan, Syria and North Korea risky?

A:
Yes it is. In fact, the Securities and Exchange Commission (SEC) has created a new term for this risk factor: Global Security Risk. The SEC has declared that Global Security Risk is a risk factor of material interest to investors that must be disclosed, just as other risk factors are disclosed. 
Q:
Wouldn't divestment hurt the value of my portfolio?

A:
There is no evidence that terror-free investing hurts portfolio performance. The state of Missouri established the terror-free Missouri Investment Trust in 2006. Since that time, their international terror-free portfolio has outperformed the benchmark index by 3.9%. Of even greater significance, when the state treasurer in Missouri researched the topic of terror-free investing, a hypothetical, historical terror-free model outperformed their existing portfolio over a period of 5 years.


More compelling evidence of the performance of terror-free investing comes from the private sector, specifically the Roosevelt Anti-Terror Multi-Cap Fund, a mutual fund available to individual investors. From it’s inception in December 2001 through July 31, 2007, this fund has outperformed both the S&P 500 Index and the NASDAQ Composite Index, with an average annual return of 14.08%. Over the 3-year period ending July 31, 2007, the fund produced an average annual return of 17.29%. This fund has received a 4-star risk-adjusted performance rating from the prestigious Morningstar mutual fund rating firm.

As was proven during the South Africa divestment campaign, pension funds and universities can stagger their divestment of certain companies to ensure continued asset growth and profitability.  Moreover, given the scale of these investments, divestment would likely not hurt value.  For example, California’s largest public pension system invests in over 3000 companies. 
A more complete answer takes account of the long history of funds incorporating social issues into their investment decision-making and policies without sustaining negative impact on investment returns.  For years, many prominent funds have, by law, been forced to exclude the stocks of tobacco companies, firearm manufacturers, certain environmentally-insensitive companies and so-called "sin stocks."  When it comes to terrorism as a social issue, however, leading public pension funds and universities have often claimed that it will interfere with their ability to protect and grow the investments of their beneficiaries.  

The bottom line is: If pension funds can exclude some stocks without undermining their profitability, why not companies that provide revenues, technology, equipment and moral cover to governments that sponsor terrorists and threaten our vital security interests?

Q: 
Won’t divestment be extremely expensive?

A:
There is no evidence that divestment from companies doing business in terrorist-sponsoring nations would be expensive. This was demonstrated when Missouri divested such companies from the Missouri Investment Trust. Portfolio managers buy and sell shares every day. Shares sold as a result of a terror-free investment policy would not result in any expenses different from those incurred for other normal transactions.

Q: 
Isn’t it impossible for index investors to divest and invest terror-free?

A:
Until recently, it was impossible for investors who invested using popular index investing to invest terror-free because it is impossible to divest a portion of an index. However, that all changed when the state of Louisiana mandated that its pension systems lead the way to form a terror-free international index. This law was signed onto the books in July of 2007 and a new terror-free index developed by a Wall Street provider should become a reality by 2008. This will open many doors to terror-free investing for individual, institutional and public investors in the future.

Q:
Why do you not list U.S. companies in your “Dirty Dozen” Section?

A:
While it is true that a relatively small number of U.S. companies, are active in terrorist-sponsoring states via overseas subsidiaries, they were not used as sample companies for three primary reasons:  1)   American companies are usually involved in much smaller projects in these countries and, therefore, are not as representative of the types of corporate activities that led to this campaign; 2) Moreover, we are confident that the loophole that allows U.S. companies to have such business ties will be closed by Congress in the future; 3) U.S. companies are sensitive to public opinion and Divest Terror has worked and will continue to work to shine the light on these companies’ unsavory relationships and target them with activism.


Put simply, due to Congressional attention, a 60 Minutes piece on this topic and shareholder resolutions filed by New York City’s Police and Fire Fighter pension systems, U.S. companies have already begun to change their calculations regarding business opportunities in these countries.  Foreign companies, however, are not subject to U.S. government oversight or as sensitive to U.S. public opinion.  Accordingly, our divestment efforts are focused on foreign companies to force these companies to also change their risk-reward calculations when considering their business activities in terrorist-sponsoring states.

Q:
I'm not familiar with this subject, how can I make sure that I'm prepared to launch a DivestTerror.org campaign in my community?

A:
There is a substantial amount of background information and suggestions as to how to advance this campaign at www.DivestTerror.org.  Moreover, you can contact via the site campaign representatives who are prepared to help equip you to play a leadership role in your community and state.
Q:
What specific steps could I take?

A:
There are a number of specific steps and initiatives that can be undertaken to advance this divestment campaign and the war on terrorism:

· Organize to Reach State Officials:  Download a draft letter (LINK) to state officials asking your state legislature to require state and local public pension funds to divest the stock of any company that does business in terrorist-sponsoring states.  Have members of your community sign and send this letter to your governor, state treasurer, leading state senators and representatives or assemblymen.  Naturally, the Internet is a great force multiplier for your efforts. 

· Engage the Media:  Make this issue of central importance for local, community and state newspapers, talk radio and television.

· Create a Buzz:  It is easier to ignore the view of one person than those of scores, hundreds or even thousands.  Send an e-mail to your family, friends, neighbors, congregation leaders and members and business associates to educate them about this issue with the goal of generating more awareness of the need to Divest Terror and action toward that end.

· Insist on Being Taken Seriously:  Flood the e-mail inboxes of your local government, schools and universities with letters calling for the divestment of these stocks.  These officials may stall in hopes that your drive dissipates over time.  Accordingly, lay down markers and timetables for action.  Ensure that the media is well aware of any commitments that are not met.

· Donate:  DivestTerror is a not-for-profit campaign that requires resources to increase awareness regarding the role all Americans can play in helping defeat terrorism.  Your donation is greatly appreciated.  

