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State Asks NSC to Review  Policies on Foreign Nationals

State’s Directorate of Defense Trade Controls (DDTC) has asked the National Security Council
(NSC) to review the different ways foreign dual-nationals are treated under U.S. export controls
and to come up with a single policy.  The DDTC paper, sent at the end of March, is intended to
“begin a process of some type of review in the area of dual-nationals, trying to get the various
ways to treat dual-nationals on the same page,” DDTC Principal Deputy Assistant Secretary
Frank Ruggiero told the Defense Trade Advisory Group (DTAG) April 7.

“This has been an issue for us across the board with our allies,” he said.  “Many
governments have come to us and said these rules, from a human rights perspec-
tive, are unenforceable,” Ruggiero said.  “We’ve tried to address these concerns
on an individual basis, but we want to get out of this ad hoc approach to solving
this issue,” he said.

DDTC and the Bureau of Industry and Security (BIS), as well as other agencies, use different
standards for determining the country of citizenship of foreign nationals subject to U.S. export
controls.  State will look back to an individual’s country of birth, while BIS will consider his
or her last country of citizenship.  DDTC’s interpretation of the International Traffic in Arms
Regulations (ITAR) has drawn criticism and legal debate, especially in Canada.

Because Obama administration is still organizing the NSC, the DDTC paper was given to the
NSC staff to be put on the agenda for early consideration.  The paper said “this is a concern
the State Department has,” DDTC Managing Director Robert Kovac told WTTL.  “Here’s the
reasons we think this warrants an interagency policy committee meeting to discuss the rami-
fications,” he explained.  Kovac said the reasons for the different policies among the agencies
isn’t important.  “It doesn’t matter why they do it; it only matters that it exists and is
different,” he said.  “The ‘why’ is a matter of practice and policies,” he added.

Kirk Decides Not to Wait  on Sanctions on Canadian Lumber

U.S. Trade Representative (USTR) is a quick study.  On April 3 he said he wanted to review
Canada’s plans for paying the U.S. to settle a complaint that it had violated the terms of the 
Softwood Lumber Agreement (SLA).  On April 7 he issued an order to impose a 10% tariff on
imports from four Canadian provinces because Ottawa’s remedy wasn’t satisfactory (see
WTTL, April 6, page 1).  “We studied it and then we made our decision,” Kirk told WTTL. 
“We have been in constant communications with our friends in Canada.  We would like very 
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much for this to be resolved,” he added.  “I understand they have some political challenges, but
[Canadian Trade] Minister Day is looking at those, and if they can come up with a satisfactory
answer, it could be resolved otherwise,” Kirk told WTTL.  Formal notice of the new tariff was
published in the April 10 Federal Register, with an effective date of April 15, offering time for
the U.S. and Canada to work out a possible truce in the dispute.

Kirk announced the imposition of the tariff on softwood lumber imports from
Ontario, Quebec, Manitoba and Saskatchewan in retaliation for what the U.S.
considers Canada’s failure to comply with the recommended solution to the SLA
violation proposed by an international arbitration tribunal.  The USTR’s office
said Canada’s offer to pay what the U.S. calculates to be US$36.66 million does
not cure the breach identified by the tribunal.

WTO Services Talks Shift  aw ay from Doha Round

With talks in the services leg of the Doha Round stalled, World Trade Organization (WTO)
members are shifting their focus to the WTO’s regular services committee to determine the
future direction for services negotiations and to consider the potential impact of proposals to
tighten global regulatory oversight of financial services.  The move came at the end of a cluster
of services meetings from March 30 to April 6, reviewing the General Agreement on Trade in
Services (GATS) and  marking the 10th anniversary of the WTO Financial Services Agreement.

No Doha services negotiations had taken place since July 2008 when WTO
members held a “signaling” conference and the chair of the services talks released
a draft text, reported Hamid Mamdouh, director of the WTO Trade in Services
Division (see WTTL Aug. 4, page 3).  The approach since then has been one of
anticipation, Mamdouh said.  WTO members now think the silence on the Doha
services front has been too long, he said.

“In terms of Doha, nothing happened” in the recent cluster of meetings, said a high-ranking
developing-country trade diplomat.  “Everybody knows this is the worst possible time to talk
about market access in the negotiations,” he said.  Executives from the European Services
Forum were in Geneva for the cluster, “but the Americans didn't even bother to show up,” he
said. “This is not the time to ask for more concessions, so if they raise the issue, they might
lose the concession that are on the table,” he warned. 

Mamdouh agreed that the April services meetings were more about market liberalization under
the  existing GATS than the Doha Development Agenda (DDA).  “The scope . . . has broadened
to encompass not only the DDA negotiations but also the reactivation of the regular agenda of
services, particularly in the regular council,” Mamdouh said.  Participants agreed that the WTO
secretariat would produce about twenty “sectoral background papers that would feed into a
program of sectoral discussions,” Mamdouh said.  Something similar happened ten years ago in
preparation for the Doha Round, he added. 

Much has changed since then and business practices and technology have advanced, he noted. 
“The role of government is coming now increasingly under focus in terms of the regulatory
responsibilities,” he said.  Participants thought “a fresh look at policy and regulatory issues
would be extremely helpful for everyone,” he reported.  Most of the conclusions that came out
of the 1997 Asian financial crisis pointed to inadequate regulation or lax enforcement, Mam-
douh said.  “It was very interesting to see those perspectives repeated last week,” he said.  

OFAC to Split  Licensing Tracks for Exports to Iran,  Sudan 

Treasury’s Office of Foreign Assets Control (OFAC) plans to divide the licensing process for
agriculture and medical products going to Iran and Sudan to speed up approval and denial 



April 13 ,  2009                 Washington Tarif f  & Trade Letter               Page 3

decisions for farm exports, according to Victoria Rosenthal, OFAC senior counsel.  OFAC has
licensing jurisdiction for exports of agriculture, medicines and medical devices to the two
countries under the 2000 Trade Sanctions Reform and Export Enhancement Act (TSRA). 
Exporters of these products have complained for years about the delays in getting licenses
approved by OFAC.  “We are all very aware that the community is frustrated with how long it
takes,” Rosenthal told a recent BIS Export Control Forum in Newport Beach, Calif.   “OFAC is,
in fact, doing some things to speed up the process,” she said.

Agriculture product export licenses “are going to be handled on a separate track”
from medicines and medical products “that take more scrutiny than ag products,”
she said.  OFAC is also “looking at improvements in processing times,” Rosenthal
said.  “I hope you will see improvements, but I can’t say when,” she told the
conference.  Approvals for medical products can take longer because the sales
usually go to facilities operated by the governments of Iran and Sudan, raising
questions about whether they will be used for civilians or the military.

Obama Administration Will Push for UK,  Australia Treaties

The Obama administration is committed to supporting Senate ratification of the defense trade
treaties the Bush administration negotiated with the United Kingdom (UK) and Australia,
according to Frank Ruggiero, DDTC deputy assistant secretary of state.  Ratification of the
treaties is “a priority for the administration,” he told the Defense Trade Advisory Group
(DTAG) April 7.  “That message has been delivered at the more senior levels between the
government of the United States and the United Kingdom and Australia,” Ruggiero said. 

“We’ve been working with the Senate to try to answer some questions that are
left over from the previous Congress; mainly related to the issue of enforcement,”
he explained.  “We’ve been working with our colleagues at the Department of
Justice to answer questions related to enforcement,” he added.

Senate action on the treaties was stalled in the last Congress because the Senate Foreign
Relations Committee, which Vice President Joseph Biden then chaired, wanted to see the
implementing regulations and to have assurance that U.S. export controls could be enforced
against firms getting license-free trade under the pacts (see WTTL, May 26, page 3).  The
committee is now chaired by Sen. John Kerry (D-Mass.).

Telecommunications Report Show s U.S.  at  Odds w ith ITU

The USTR’s annual report, released April 6, on foreign barriers to telecommunications trade
highlighted a dispute the U.S. is having with the International Telecommunications Union 
(ITU), the Geneva-based organization that sets standards for telecommunications equipment and
services.  The report, required under Section 1377 of the 1988 Omnibus Trade Act, notes
Washington’s objections to recommendations (D.156) the ITU issued in October urging
developing countries to consider adopting a “network externality” fee on telephone traffic
originating in developed countries and terminating on developing country networks to fund
extension of their networks. “The United States, together with 27 other ITU members,
expressed a reservation against this recommendation,” the Section 1377 report notes.
 

“The ITU recommendation appears to encourage potentially WTO-inconsistent
action,” the report states.  “In particular, the recommendation appears to run
counter to obligations set out in the GATS and various U.S. free trade agreements
(FTAs) to afford MFN treatment to foreign services suppliers,” it adds. 

“Practically all ITU Members are also WTO Members, and a number of ITU Members are also
party to FTAs with the United States.  Thus, if a WTO Member or U.S. FTA partner were to 
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implement the ITU recommendation, it would raise serious concerns about whether the country
was affording MFN treatment to foreign telecommunication suppliers,” the report warns.  For
most of the barriers the USTR’s office found, the agency merely says it “urges” countries with
these practices to change them.  Among the problems found were allegations of that Colombia
imposed discriminatory conditions on a U.S. operator’s access to the submarine cable landing
station facilities of Colombia Telecommunications (COTEL).  The report also cites concerns
about China’s prohibition on the use of Wi-Fi technology in mobile handsets. 

The report also notes objections to restrictions India and Korea have imposed on the use of
strong encyrption on networks.  In India, “use of key strengths greater than 40 bits is allowed,
but users must receive written permission from the Department of Telecommunications (DOT)
and deposit the decryption key, split into two parts, with the DOT.”  As part of long-term plans
to switch to a Voice over Internet Protocol(VoIP) system, Korea “is considering mandating that
government agencies purchase equipment that contains encryption technology based on a
Korean encryption standard called ARIA,” the report notes.  “USTR has raised these concerns
with the Korean government, and the Korean government has informed us that it will postpone
implementation of its procurement plans while it works to address U.S. concerns,” it reports.

*  *  *  Briefs *  *  *

O C T G : A fte r  mo nths  o f rumo rs tha t  they  were  co m ing ,  U .S .  s tee l  p ro d ucers  A p r il  8  f i led  an tid um p ing  and
c o unte rva il ing  d uty p e t i t io ns  a t  IT A  a nd  IT C  a ga ins t  im p o r ts  o f o il-c o untry tub u la r  go o d s  (O C T G ) fro m
C hina .   F i l ing  pe t i t io ns were :  M aver ick  T ub e  C o rp o ra t io n ,  U nited  S ta tes  S tee l  C o rp o ra t io n ,  T M K  IP SC O ,
V & M  Star  L .P . ,  W hea t land  T ub e  C o rp . ,  E vraz  R o cky  M o unta in  S tee l,  and  the  U nited  S tee lwo rkers U nio n .

T R A D E  FIG U R E S: A ltho ugh  go o d s exp o rts  in  Feb ruary o f  $8 4 .7  b i l lion  inched  up  s l igh t ly  f ro m  January,
the y we re  d o w n 2 1 .6 %  fro m  F eb rua ry 2 0 0 8 ,  C o m m e rc e  re p o rte d  A p r i l  9 .   Im p o r ts  o f $ 1 2 1 .5  b il l io n
c o ntinue d  to  d ec line , d ro p p ing  3 2 .8 %  fro m  ye ar  ago .   S erv ic es exp o r ts  we re  d o w n jus t  5 .5 %  to  $ 4 2  b il l io n
co m p ared  to  Feb ruary 2 0 0 8 ,  while  se rv ices  imp o rts  o f  $31 .2  b i l lion  were  o ff 6 .6%  from  year  ea r l ie r .  
C o m b ine d  tra d e  d efic it  fo r  go o d s  and  se rv ic es  o f $ 2 5 .9  b il l io n  wa s lo w est  s inc e  N o ve m b er  1 9 9 9 .

E X P O R T  E N FO R C E M E N T : T ra ian  B ujduveanu  has  p lead ed  gu il ty  in  M iam i U .S .  D is tr ic t  C o ur t to  co nsp ir -
acy to  exp o rt  m il ita ry and  dua l-use  a irc ra f t  p a r ts  to  I ra n .   H is  p lea  fo l lows gu i l ty  p leas  in  J anuary b y his
co -de fendants ,  H assan  K esha ri  and  h is  co rpo ra tion ,  K esh  Air  In te rna tiona l (see  W T T L ,  Feb .  2 ,page  4) .

M O R E  E X P O R T  E N FO R C E M E N T : B IS  ha s  reached  se t t lem ents  with U ni-Arab  E ngineer ing  and  O il  F ie ld
Se rv ices  and  two  of  i ts  execu t ives ,  Jam i R ad i  M us ta fa  and  N uredd in  Shar iff  Sehw eil l  fo r  a lleged ly caus ing
unlic ense d  e xp o r t  o f ga s l i f t  m and re ls  to  L ib ya  th ro ugh  N e the rla nd s .   B IS  im p o se d  o ne -ye ar  d en ia l o f
e xp o r t  l ic ensing  p r iv i le ge s o n  a l l  th re e .   T h is  is  se co nd  se tt le m ent B IS  ha s re ac he d  w ith  the m .  In  2 0 0 5 ,
M usta fa  was  fined  $55 ,00 0  and  Sehwe il l ,  $20 ,00 0 ,  a long  with  th ree -yea r  den ia l  o rde r ,  on  s imi la r  cha rges
re la ted  to  expor ts  to  L ibya  and  dea ling  with  denied  pe r son  (see  W T T L ,M a rc h 2 8 ,  2 0 0 5 ,  p age  4 )

FC P A: S ix  m o re  fo rm er  execu tives o f  va lve  m anufac ture r  C CC  were  ind ic ted  on  charges  o f v io la t ing  FC P A
as  par t  o f  a l leged  br ib es  pa id  to  gove rnment o f fic ia ls  in  C hina ,  M alaysia  and  U A E .  T wo  o ther  ex-
execu tives have  a lready p leaded  guil ty  to  r e la ted  cha rges (see  W T T L ,  Feb .  16 ,  page  4 ) .   Ind ic ted  were :
S tua r t  C arso n ,  H o ng  (R o se )  C arso n ,  P au l  Co sgro ve ,   D avid  E d m o nd s,  F lav io  R ico t t i ,  and  H an  Y o ng K im, 

M O R E  FC P A : La t in  N o d e  Inc . ,  p r iva te ly he ld  F lor id a  co rpo ra tio n ,  p leade d  gu il ty  A p r il  1  to  v io la t ing
FC P A  in  M iami U .S .  D is tr ic t  Co urt .   As  pa r t o f  p lea  dea l ,  i t  agreed  to  pay $2  m il l ion  fine  ove r  th ree -yea r
p er io d .   F irm ,  which  p ro v ided  who lesa le  te leco m m unica t ions se rv ices  using  In te rne t  p ro toco l  techno logy,
had  been  charged  with b r ib ing  o ffic ia ls  in  H o nd ura s  and  Y em en to  win in te rco nnec t ion  agreem ents .  

M E X IC O : Ad  ho c  co a l i tion  o f  14 1  f irm s and  asso c ia t ions wro te  to  P re sid en t  O b am a A p ri l  7 ,  urg ing  him  to
reso lve  truck ing  d i sp u te  with  M exico .   “M r . P resid en t ,  we  s trongly u rge  yo u  to  wo rk  with  C o ngress  and
q uick ly reso lve  the  M exican  t ruck ing  issue  to  end  re ta l ia to ry ta r i f fs .  U nti l  this  issue  is  re so lved ,  M exico ’s
re ta l ia t io n  wil l  co nt inue  to  eco no m ica lly  harm  U .S.  farm ers ,  manufac ture rs  and  service  p ro viders  and  tho se
who  work  in  these  industr ie s ,”  sa id  le t te r  whose  s igne rs  inc luded  g roups  rep resen ting  comm od it ie s  such a s
pea rs ,  g rapes ,  po ta toes ,  po rk , Chr is tmas  trees,  ap r ico ts ,  milk ,  and  wheat  (see  W T T L ,  A p r il  6 ,  page  5 ) .

P LA ST IC  B A G S: H ilex  P o ly C o . ,  LLC  and  Sup erb ag  C o rp o ra t ion  M arch  31  f iled  co unterva i l ing  du ty
p et i t io n  aga ins t  im p o r ts  o f  po lyethylene  re ta i l  ca r r ier  bags  from  V ietnam  and  an tid um p ing  pet i t io n  aga ins t
b ags fro m  Ind o nesia ,  T a iwan  and  V ie tnam . 
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