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Commerce Agencies Split  Over Aviat ion Export Controls

It’s rare to find federal agencies within the same department washing their laundry in public
over trade policy, but without political leaders in place to temper these differences, two
Commerce Department agencies have split over proposed new controls on exports of certain
aviation products.  In comments filed on a BIS proposal to add new reexport requirements on
aviation parts, Mary Saunders, deputy assistant secretary for manufacturing and services in
Commerce’s International Trade Administration (ITA), warned that changing the current rules
in the Export Administration Regulations (EAR) would hurt the U.S. aviation industry.

BIS had asked for public comment on the possible removal of certain aviation
products from current de minimis eligibility when the items are controlled for
Missile Technology (MT) reasons.  “My office is not aware of a threat to national
security arising from these products’ current status,” Saunders wrote.  “In the
absence of a demonstrated threat, I would urge that BIS not change its de minimis
rules because to do so may damage U.S. interests in international civil aircraft
trade,” she added (see WTTL, Dec. 1, page 4). 

“If there is a demonstrated national security threat, I would urge that BIS consider modifying
the prospect for a change to mitigate damage to U.S. trade interests,” she suggested.  Saunders’
letter included suggestions on how to change the proposal to make it less damaging to industry. 
Saunders, whose office is responsible for promoting exports of U.S. aviation and aerospace
products, said the proposed change could further encourage foreign buyers to “design out” U.S.
components from their products because of fear of becoming subject to U.S. export controls.

Kirk Avoids Trade War on Softw ood Lumber

U.S. Trade Representative (USTR) Ronald Kirk ducked his first chance to show his toughness
on trade enforcement April 3, rejecting a call from the U.S. lumber industry and Sen. Olympia
Snowe (R-Maine) to impose a 10% import tax on Canadian softwood lumber for Ottawa’s
alleged failure to comply with an arbitration tribunal ruling.  To make up for the overshipment
of lumber under the terms of the Softwood Lumber Agreement (SLA), a tribunal of the London
Court of International Arbitration had ruled that Canada needed to impose a 10% export tax on
lumber exports from Quebec and Ontario until it collected Canadian $68.26 million, which
would be US$54.1 million based on exchange rates April 1.   On March 31, Canada said it was
paying the U.S. Treasury directly a check for $46.7 million to meet the ruling of the arbitration
tribunal (see WTTL, March 2, page 4).  Canada said it would ask the tribunal to confirm that
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its payment is an adequate amount and cures its violation of the SLA.  Canadian sources say
the $46.7 million was what U.S. negotiators had asked for in the arbitration hear-ings.  “If the
tribunal rules that a payment is not an adequate cure, and an additional charge is necessary, the
Government of Canada will comply as directed,” a Canadian statement said. 

“Canada’s claim that it has complied with the arbitration tribunal’s decision
regarding Canada’s obligations under the SLA is unfounded,” Kirk said in a state-
ment. “Canada’s offer to pay the United States Government US$36.66 million
does not cure the breach identified by the tribunal, and we are now reviewing our
options and will decide soon on an appropriate response,” he said.  “The United
States is reviewing Canada’s request for arbitration and will respond at the
appropriate time,” a USTR press release stated.  

The U.S. Coalition for Fair Lumber Imports reacted sharply to Canada’s announcement.  Coali-
tion Chairman Steve Swanson said he is “shocked and appalled by Canada’s provocative and
contemptuous decision to ignore the tribunal’s clear direction.”  The Coalition wants Canada to
impose the 10% export tax on Canadian lumber because it believes the extra fee would actually
affect market competition and help domestic producers. 

Canada said its decision to pay the U.S. rather than impose a fee on its own industry was based
on its judgment that it didn’t want to hurt its domestic industry during the current crisis in the
housing industry.  “At this difficult time for the industry, Canada chose this payment altern-
ative instead of imposing an additional export charge, which would result in further mill
closures and job losses in communities,” said International Trade Minister Stockwell Day.

Few  Teeth in G-2 0  Statement on Trade and Protectionism

The communique from the leaders of the 20 largest global economies in London April 2 added
little to the group’s previous statement on avoiding protectionism and merely restated half-
hearted support for completion of the World Trade Organization’s (WTO) Doha Round.  What 
may be important about what is in the communique is what was left out, diplomatic sources
say.  While repeating calls for completing the Doha Round, the text omitted proposed language
that would have directed negotiators to conclude the round based on proposed texts now on the
table in Geneva.  There is strong disagreement among many countries, particularly the U.S.,
with draft texts on agriculture, non-agriculture market access (NAMA), and trade rules.

The leaders agreed to give WTO Director General Pascal Lamy unofficial
authority to continue what he is already doing to monitor and report on protec-
tionist measures taken by member countries.  They offered to enhance that
process by supporting an undefined requirement for WTO members to self-
disclose any protectionist measures they take.  “We will notify promptly the WTO
of any such measures and we call on the WTO, together with other international
bodies, within their respective mandates, to monitor and report publicly on our
adherence to these undertakings on a quarterly basis,” the communique states.

G-20 countries also agreed to extend to the end of 2010 the commitment they made last Novem-
ber to refrain from raising new trade barriers that are inconsistent with WTO obligations.   The
communique, however, now includes a new pledge that countries “ will rectify promptly any
such measures.”  Former USTR Carla Hills told WTTL that she had hope the leaders would
have agreed on a “standstill” agreement on new trade measures.  “Could they have done more?
Sure.  But this was an appropriate compromise,” she told WTTL.  “I didn’t have high expecta-
tions” for the meeting, but “I am pleased with this,” she said (see WTTL, March 2, page 3).  

The communique recognizes that certain stimulus actions that countries are taking and help
being given to financial institutions are aimed at supporting domestic industries and may
discriminate against foreign firms.  “We will minimise any negative impact on trade and
investment of our domestic policy actions including fiscal policy and action in support of the 
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financial sector.  We will not retreat into financial protectionism, particularly measures that
constrain worldwide capital flows, especially to developing countries,” the leaders agreed.
A promised of $1 trillion for the International Monetary Fund, World Bank and other multi-
lateral banks earmarks $250 million to support trade finance.
 

U.S. ,  China Add “And” to Strategic Dialogue

The Obama administration appears intent on putting its own imprimatur on U.S.-China econom-
ic relations, so President Obama and Chinese President Hu Jintao April 1 agreed to establish
formal high-level talks to be called the U.S.-China Strategic and Economic Dialogue (SAED). 
This is not to be confused with the Bush administration’s plain old Strategic Economic
Dialogue (SED).  The AND appears to stand for Secretary of State Hillary Clinton, who will
co-chair the U.S. side of the talks along with Treasury Secretary Timothy Geithner.  

Under the Bush SED, Treasury Secretary Henry Paulson was the lead American
official.  The SED’s main goal was to prevent legislation to impose sanctions on
China for manipulating its currency.  Other Cabinet officials and their staffs
participated in the SED talks on peripheral issues.  Obama and Hu also said they
would continue the high-level Joint Commission on Commerce and Trade, which
is co-chaired by Commerce Secretary Gary Locke and USTR Ronald Kirk.

During a photo-opportunity with Hu, Obama said, “These high-level ministers will be charged
with working in a very detailed and constructive way on issues of mutual interest to our two
countries.  And we are very grateful to President Hu for designating such distinguished
ministers who are going to be working very constructively with Tim Geithner, my Secretary of
Treasury, as well as Hillary Clinton, the Secretary of State.”

During their meeting, Obama and Hu “pledged that, as two major economies, the U.S. and
China will work together, as well as with other countries, to help the world economy return to
strong growth and to strengthen the international financial system so a crisis of this magnitude
never happens again,” a White House statement reported.  “President Hu emphasized China’s
commitment to strengthen and improve macroeconomic control and expand domestic demand,
particularly consumer demand,” it noted.

Hearing Show s Support  for Revising Satellite Export Controls

Lawmakers on Capitol Hill expressed empathy at an April 2 hearing with satellite industry
representatives, who say regulations intended to keep vital technologies away from China have
throttled their ability to do business in international markets.  The hearing held by the House
Foreign Affairs subcommittee on terrorism, non-proliferation and trade also revealed the
continuing divisions in Congress over export and trade policies for China.

“We are the only country that controls satellite exports like they were arma-
ments,” said subcommittee chairman Brad Sherman (D-Calif.). “We have, in
effect, an embargo on U.S. satellites and components being launched with Chinese
rockets because of the bar on exports of munitions to China,” Sherman said. 
What is needed, Sherman said, is a system that balances the need to protect satel-
lite technology with the ability of the industry to conduct international trade. 

Rep. Edward R. Royce (R-Calif.), the subcommittee’s ranking minority member, indicated
support for exploring changes in existing laws.  “The playing field is more crowded and more 
competitive than ever before,” he said.  But he also noted that “Chinese spying is pervasive. 
Export control reform should be made with a clear idea of Chinese capabilities and intentions.”
Concerns about China were also voiced by Rep. Dana Rohrbacher (R-Calif.), speaking as a
guest of the subcommittee.  “I don’t begrudge satellite operators the millions in profits they are 
making; in fact, their sector seems to be one of the few recession-proof industries right now,” 
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Rohrbacher said.  “Take China off the table now, and we can get down to the business of
reforming ITAR and export controls,” he said. 

Professor Roth Pleads for Probat ion Instead of Jail 

Former University of Tennessee Professor J. Reece Roth has asked a federal judge to sentence
him to probation for his conviction for violating the Arms Export Control Act (AECA) and not
to the 63-78 months in jail recommended in a Presentencing Investigation Report (PIR).  The
Justice Department told the judge it initially supported the recommendations in the PIR but
after reviewing the case decided to recommend an upward variance and a sentence of 78-97
months.  The opposing briefs led Knoxville U.S. District Court Judge Thomas Varlan to post-
pone the scheduled sentencing of Roth to May 13 from April 2 (see WTTL, Sept. 29, page 4).

In addition to his age, 72, and his personal and professional high standing, Roth
argued that he was not the “typical” defendant in an AECA case.  He also
contended that there was no harm to national security from his release of defense
data to a Chinese graduate student or the carrying of data to China on his laptop.
“The proof at trial established that Dr. Roth’s only motive was an academic
pursuit, viz., to advance scientific knowledge in the area of aerodynamic effects
of plasma actuators,” his brief asserted.

Justice claimed a longer sentence was warranted because Roth was found to be “willfully ob-
structing or impeding justice with regard to perjurious testimony at trial.”  It also said a strong
sentence was needed to assure compliance with the AECA and the International Traffic in Arms
Regulations (ITAR)  “The significance of this case is found in the principle that both defense
contractors and academic institutions, and most importantly all individuals associated with such
entities, have a duty to uphold and abide by these laws and regulations,” Justice argued. 

Kirk Fills USTR Staff  Posit ions w ith Obama Aides

USTR Ronald Kirk April 3 announced the filling of dozen staff positions, with many of the
jobs going to former aides to President Obama when he was in the Senate or those who had
worked on his campaign.  Also appointed to posts that don’t require Senate confirmation were
ex-staffers to key members of Congress.  Named were: 

! Julianna Smoot to be Kirk’s chief of staff.  She had co-chaired Presidential Inaugural Committee and was
National Finance Director for the Obama for America campaign. 

! Peter Cowhey as senior counselor. He is on leave from being dean of the School of International Relations
and Pacific Studies at the University of California, San Diego. 

Timothy Reif to be general counsel.  Reif  was chief international trade counsel for the House Ways and
!

Means Committee.

!
Lisa A. Garcia as assistant USTR for the intergovernmental affairs and public liaison.  She had run her own

political consulting firm in Austin, Texas, and had served on staff of Sen. John Kerry (D-Mass.) and Kerry-
Edwards 2004 campaign.  

!
Myesha Ward to be deputy assistant USTR for intergovernmental affairs and public liaisone.  Ward served as

midwest regional political director and deputy director for delegate operations for the Obama for America
campaign.  She also worked on Kerry campaign.

!
Daniel Sepulveda to be assistant USTR for congressional affairs.  He managed trade, immigration, interstate

commerce, labor, ethics and lobbying reform issues for Obama in the Senate from 2004-2008.  

!
Luis Jimenez as deputy assistant USTR for congressional affairs.  Jimenez was legislative director for

Democratic Caucus Chairman Rep. Rahm Emanuel (D-Ill.),  before Emanuel moved to White House.  He also
advised Emanuel on Ways and Means Committee issues.

!
Charles Small will be congressional affairs specialist for USTR.  He was entertainment liaison for the

Presidential Inaugural Committee.

!
Averyl Bailey as director of scheduling and advance. She worked on Obama presidential campaign and did

advance work for the Kerry-Edwards 2004 campaign and Gore 2000.
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!
Devorah Adler to be executive secretary.  Adler served as research director for the Obama for America

campaign and the Democratic National Committee.  

!
Stacy Koo to be confidential assistant to Smoot. She was finance chief of staff for the Presidential Inaugural

Committee and worked for Sen. Charles Schumer (D-N.Y.) on Democratic Senatorial Campaign Committee. 

!
Brett Rosenthal will be Kirk’s personal assistant.  He was coordinated campaign director of the Tarrant

Obama group for the Lone Star Project.  

!
Carol Guthrie as assistant USTR for public and media affairs. Guthrie was communications director for the

Senate Finance Committee and earlier for Sen. Max Baucus (D-Mont.).

!
Deborah (Debbie) Mesloh to be deputy assistant USTR for public and media affairs.  She served as

spokeswoman for the Presidential Inauguration Committee and Obama for America campaign. 

!
Nefeterius Akeli McPherson as senior media affairs liaison. She worked for Kirk during his time as mayor of

Dallas and was deputy press secretary during his 2002 Senate campaign.  

!
Amanda Scott will be public affairs assistant.  She managed the national blog and constituent blog on the

Obama for America campaign.  

!
Trinh Nguyen as press assistant.  She has worked at USTR since September 2006 and managed press and

public relations during transition.

 

Action on Trade Barriers Will Test Kirk’s New  Agenda

USTR Ronald Kirk has promised to make enforcement of U.S. trade agreements a top priority
for the Obama administration, and the first test of the promise will come in how he deals with
the scores of foreign trade barriers identified in the annual National Trade Estimate (NTE) of
Foreign Trade Barriers to U.S. exports released March 31.   His staff is reportedly already
talking to union groups trying to set priorities for enforcement cases.

The NTE report, released annually for 24 years, has listed hundreds of pages of
complaints against dozens of countries but only a few of those complaints have
ever resulted in actual dispute-settlement cases at the World Trade Organiza-ion
(WTO).  Trade officials in both Republican and Democratic administrations have
preferred to deal with the disputes through quiet consultations and negotia-ions. 
This year’s report is 547 pages, with 56 pages devoted to China alone. 

“We must work to open new markets around the world for American farmers, manufacturers,
ranchers, and service providers, and at the same time ensure that American workers are reaping
the promised benefits of previous agreements through strong enforcement,” Kirk said in a
statement. The USTR’s office said it is beginning a review of the implementation of existing
trade agreements, including provisions on labor and environment, and initiating a process to
prioritize trade barriers enumerated in the report to address the most significant.  

It also said it was “identifying new cases where market access for U.S. goods and services is in
jeopardy because of disregard for the rule of law, costing our workers and businesses export
opportunities and jobs.”  The statement from the office promised to “to prosecute those cases 
through multilateral and bilateral dispute resolution, so that American workers can trust that
their trading system yields results.”  Before the release of the report, House Democrats sent
President Obama a letter pressing him to take action on the barriers identified in report rather
than letting the problems listed year after year remain unchallenged.  “We ask you to examine
not only the specific issues in this letter, but to think about ways that the United States can
systematically improve its ability to eliminate barriers and open foreign markets to U.S.
exporters,” the letter stated (original emphasis).

White House Will Find It  Hard to Fix Mexican Trucking Dispute

The Obama administration may find it hard to come up with a new plan to restart a pilot
program to allow Mexican trucks north of the border and to get Mexico to lift $2.4 billion in
retaliation, warns Rep. Kevin Brady (R-Texas). “Unfortunately, I think it will be more difficult 
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than it appears, mainly because the pilot program that was in place already encompassed so
many safety provisions,” Brady told the Washington International Trade Association March 31.

“It is hard to take that farther,” he said.  “I’ve read what the Teamsters are
saying.  I’ve read what some members of Congress are proposing.  My worry is
that they’re just adding provisions that they know can never be implemented in
practice.  So I’m worried that it won’t move as quickly as we’d like,” he added.

One thing that could help is education, Brady said.  “While lawmakers have focused on this
pilot program, the truth is we’ve had Mexican trucks traveling across country in the U.S. for
more than two decades,” he noted.  “Over 800 of them have moved across our country in the
last decade.  Their safety record is equal to our U.S. trucks.  In some areas they look even a
little better.” he said, adding “Safety concerns to some degree have been exaggerated.”

Congress Calls for More Trade Sanctions on Iran

A group of House Democrats wrote to President Obama March 26 supporting his new approach
to Iran but calling for tough new sanctions if Tehran fails to respond positively.  Even with a
policy of engagement, “The Iranian nuclear program must be dealt with on an urgent basis,”
wrote seven lawmakers, including Democratic Majority Leader Steny Hoyer (D-Md.) and House
Foreign Affairs Committee Chairman Howard Berman (D-Calif.).

Should engagement not yield results, they urged Obama to use available tools to
increase economic pressure on Iran.  Such measures, they said, could include:
sanctioning the Central Bank of Iran; sanctioning international banks that
continue to do business with Iranian Banks; denying access to U.S. ports to
vessels calling at Iranian ports; sanctioning insurance companies that provide
insurance to vessels calling on Iranian ports or aircraft that land in Iran; and
sanctioning energy companies that invest in Iran’s oil and gas sector.

*  *  *  Briefs *  *  *

ST A T E : D D T C  C o m p liance  D irec to r  D avid  T r im b le  leav ing  po s t A p r il  10  to  re jo in  G o vernm ent
A cco untab i l ity  O ffice  (G A O ) where  he  wo rked  be fo re  co m ing  to  S ta te  in  2 0 0 0 .   H is  dep uty,  D anie l  B uzb y,
w il l  se rve  a s ac ting  d ire c to r  un ti l  p e rm a ne nt  re p la ce m ent is  na m ed .

P A R AG U A Y : H ouse  Fore ign Affa irs  Co mm ittee  W este rn  H emisphe re  subcom mittee  chairman  E l io t  E nge l
(D -N .Y .)  A p ri l  1  intro d uced  U S-P araguay P artne rsh ip  A c t  o f  20 0 9  (H .R .  18 3 7 )  to  m ake  P araguay e l igib le
fo r  b enefi ts  o f  And ean  T rad e  P re ference  A c t  (A T P A ).   Sena te  ve rs ion  (S .  78 0 )  in tro d uced  by Sens.   B i l l
N e lso n  (D -Fla . )  and  Jo hn  C o rnyn  (R -T exas) .   U .S .  exp o rts  to  P araguay in  2 0 0 8  were  $1 .6  b i l lion ;  im p o rts
were  just  $7 8 .4  m il l io n .

C U B A :  Sens.  B yro n  D o rgan  (D -N .D .)  and  M ichae l  E nz i  (R -W yo .)  M arch  31  intro d uced   F reed o m  to
T rave l  to  C ub a  A c t  (S .  42 8 )  a long  with Sens.  C hris to p her  D o d d  (D -C o nn.)  and  R ichard  Lugar  (R -Ind .) .  
Leg is la t io n  wo uld  e l im ina te  d irec t ly  trave l  restr ic t io ns  to  C ub a  fo r  bo th  fam il ies  and  fa rmers  who  v is it  the
is land  to  se ll  agr icu ltu re  goo ds  (see  W T T L ,  M arch  23 ,  pa ge  3 ) .

B U Y  A M E R IC A N : D e fe nse , N A S A  a nd  G S A  in  M a rc h 3 1  F ed e ra l R e gis te r  p ub lishe d  a nd  aske d  fo r
co m m ents  o n  in te r im  fina l  ru les  im p lem enting  B uy A m er ican  p rov isio ns  o f P resid en t  O b am a’s  R eco very
A c t.   A m e nd m e nts  to  F ed e ra l A c q uis t io n  R e gula tio n  (F A R )  p re sc rib e  p ro c ed ure s fo r  d e te rm in ing  va lue  o f
construc tion  ma te r ia ls  u sed  in  p ro jec ts  funded  unde r  leg is la tion  and  exemp tions ,  inc lud ing fo r  com pliance
with U .S .  trad e  agreem ents ,  suc h  as  G o vernm ent  P ro curem ent  Agreem ent ,  and  FT A s.   E l igib le  m ater ia ls
m a d e in  U .S .  o r  e l ig ib le  c o untr ie s ha ve  to  ha ve  go ne  th ro ugh  sub sta ntia l tra nsfo rm a tio n .   E x em p tio n  fro m
law app lie s  to  “A cqu is i t ions  unde r  t rade  agreemen ts .  (1 )  Fo r  construc tion  con trac ts  w ith  an  es t ima ted
a cq uis i t io n  va lue  o f $ 7 ,4 4 3 ,0 0 0  o r  m o re , a lso  se e  S ub p a rt  2 5 .4 .   O ffe rs  o f p ro d uc ts  d e te rm ine d  to  b e
e l igib le  p ro d uc ts  pe r  S ub p art  2 5 .4  sha l l  rece ive  eq ua l  co nsid e ra t ion  with d o m est ic  o ffe rs  pe r  S ub p art  2 5 .4 ,”
ru le s  s ta te  (see  W T T L ,  M arch  16 ,  page  2 ) .  
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