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Emerging Technology Committee Gets Aggressive on Controls

Members of the Bureau of Industry and Security’s (BIS) Emerging Technology and Research
Advisory Committee (ETRAC) got more aggressive in their questioning of U.S. export controls
at their third meeting Feb. 10.  Committee members grilled representatives from both State’s
Directorate of Defense Trade Controls (DDTC) and BIS, complaining about the lack of clarity
in the International Traffic in Arms Regulations (ITAR) and suggesting the deemed export rules
in the Export Administration Regulations (EAR) should be done away with entirely.

Not used to facing challenges to State’s policies, DDTC commodity jurisdiction
(CJ) officer Denzil Tice bristled under the committee’s questions.  One from Seth
Marder of Georgia Tech University questioned the clarity of the phrase “specially
designed” as it is used in making CJ determinations.   In response to several
similar questions, Tice said, “I don’t have a PhD”.  To that, Marder shot back,
“Well I have a PhD, and I still don’t understand the regulations.” 

Eileen Albanese, director of the BIS Office of National Security and Technology Transfer Con-
trols, gave a review of deemed exports rules.  She told ETRAC that “Commerce has a different
view of publicaly available” than State.  “Unfortunately, you are dealing with two control
regimes,” she said.  BIS licensing officer Gene Christensen told the committee “Industry has
gotten used to the controls that exist.  They work around them, instead of pushing for changes.” 

After the most of the top agency officials had left the room, ETRAC member Claude Cainzares
of MIT proposed that ETRAC “have a discussion with our friends at Commerce” about the
deemed export rules.  “There seems to be large machinery at a high cost for a negligible
national security benefit,” he said.  “We should discuss getting rid of deemed exports alto-
gether,” Cainzares suggested.  The BIS liaison to the committee, Mark Crawford, defended the
deemed export controls and purpose for the creation of ETRAC.  “If we did away with deemed
exports, then we wouldn’t need to create a methodology for deemed exports,” he said.  “I don’t
know if your brains understand the threat level that exists out there, and the lengths countries
will go to to access restricted U.S. technologies,” Crawford argued.

Congress Has Lengthy List  of  Trade Issues on Its Agenda

The bipartisanship that lawmakers showed in reaching a compromise on the Trade Adjustment
Assistance (TAA) provisions in the final version of President Obama’s economic recovery bill 
(H.R. 1) is likely to continue on many of the trade issues the 111th Congress will address in
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the next two years.  But not all.  Several of the issues on the congressional trade agenda have
historically been bipartisan, but deep divisions remain over other topics, including the future of
bilateral free trade agreements (FTAs) and changes to U.S. trade law.  Legislative issues that
Congress probably will address include:

1 .   C u sto m s  R e a u th o r iz a t io n :  T here  app ears  to  be  b ipar t isan  sup p o r t am o ng m any
mem bers o f  the  trade -law writ ing  comm ittees –  H ouse  W ays and  M eans  and  Sena te  F inance
–  to  reau tho rize  C usto ms and  B o rd er  P ro tec t ion  (C B P ) with the  go a l  o f  b r ing ing  i t  back  to
i ts  t r ad i tio na l  ro le  in  trade  fac i l i ta t io n .   T h is  go a l  co u ld  face  o b jec t io ns  from  lawm akers
who  want to  keep  C B P  fo cused  on  i ts  h igh-p ro fi le  m iss io ns  d ea ling  with  an ti te r ro r ism ,
imm igra t ion  and  securi ty .

2 .   M isc e l la n e o u s  T a r i f f  B i l l :  T h is  p erennia l  pa ckage  o f b i lls  to  reduce ,  suspend  or  am end
ind iv id ua l  ta r iff  l ine  i tem s  in  the  H armo nized  T ar iff  Sche d ule  (H T S)  fa i led  to  m o ve  in  the
11 0 th  Congress .   Som e  800  H T S amendmen ts  were  le ft  pend ing a t the  end  o f 200 8 .   Each
wil l  ha ve  to  be  re intro d uced  to  ge t  in to  a  ne w M T B , and  the  ve t t ing  p ro cess  w il l  ha ve  to
beg in  aga in .   T he  a lways  comp lex  leg is la tion  was made  mo re  com plex  with  new ru le s  tha t
charac te r ized  M T B  b i l ls  a s  “ea rm arks”  tha t  need  to  m ee t  spec ia l  ru les .   T he  wo rk  do ne  in
the  la s t  Co ngress  shou ld  speed  up  the  p rocess  th is  yea r ,  bu t  d iv is ions  in  the  Sena te  over
p roce d ures  have  ham p ered  pro gress  in  the  p as t and  co u ld  aga in .

3 .  T r a d e  P r e fe r e n ce  P r o g r a m s :  C o n gre ss  m ere ly ex te nd e d  the  G e ne ra liz ed  S yste m  o f
P re ferences (G SP ) and  A nd ean  T rad e  P re ferences A c t  (A T P A ) in  20 0 8 ,  and  the re  is  ta lk
aga in o f  a t tem p ting  to  enac t  a  co m p rehensive  re fo rm  o f  a l l  p re ference  p ro gram s.   T h is
w o uld  a lso  inc lud e  the  A fr ic a  G ro w th  and  O p p o r tun ity  A c t (A G O A ).   O ne  go a l o f
revamp ing the  laws wou ld  be  to  sh if t  the ir  benefi ts  from  advanced  deve lop ing countr ie s
such  as  Ind ia  and  B raz i l  to  lea st  deve lop ed  co untr ies .     

4 .   T r a d e  E n f o r c e m e n t :  W a ys and  M e ans  C h airm a n C h ar le s R a nge l (D -N .Y .)  ha s a lre ad y
re in trod uced  one  b i l l  to  imp roved  trade  law en fo rcemen t,  and  F inance  C om mittee  C ha irman
M ax B aucus (D -M o nt . )  is  l ike ly to  re sub m it  o ne  he  co -spo nso red  in  the  las t  Co ngre ss .  
M a ny o the r  la wm a ke rs  a re  e xp e cte d  to  o ffe r  m ea sure s to  to ughe n enfo rc em e nt o f tra d e
agreem ents  and  trade  laws .   Any e ffo r t  to  op en  the  T rade  A ct  to  am end m ent ,  how ever ,  r isks
inv i t ing  a  ho st  o f  r ide rs  tha t  co u ld  re ign i te  a  pa r t isan  f igh t  over  t rad e .   Such  b i l ls  co u ld
d ea l  wi th  C hina ’s  curre ncy man ip ula t io n ,  N A FT A  and  W T O  d ispute-se t t lem en t ru l ings .

 
5 .   T ra d e  A g re em en ts :  B ip a rt isa nsh ip  wil l  fa ce  i ts  g re ate st  s tra in  trying  to  ad d re ss  p end -
ing  FT A s with  C o lo m b ia ,  P anam a and  So uth  K o rea .   T here  ap p ears  to  be  a  chance  tha t  the
P anam a acco rd ,  the  leas t  co n trovers ia l  o f  the  th ree ,  co u ld  m o ve  to  the  fron t  o f  the  l ine ,  bu t
o p p o si t ion  remains  s t ro ng  am o ng D em o cra ts  to  the  dea ls  with C o lom b ia  and  So uth K o rea .   

Trade in 2 0 0 8  Turned from Boom to Bust

Twenty years from now, trade economists may look back at 2008 as another record year for
trade for U.S. exporters and importers.  But a closer look at the trade figures shows trade

peaking at mid-year and
declining steadily after that. 
Most forecasts now expect
global trade to decline in
2009 and not begin to grow
again until 2010 (see WTTL,
Dec. 15, page 1).  The first
and second quarters of 2008
saw record growth in trade. 
Exports in the first quarter
were up 17.5% compared to
the same time in 2007.
Imports in the first quarter

rose 12 % versus the same period a year earlier.  The second quarter also saw strong growth,
with exports up 20.6% from 2007 and imports up 14.3%.  In the third quarter growth rates

Change in Goods Trade by Quarters 2008 v. 2007
(in billions)

Exports
2008

Exports
2007

%
Change

Imports
2008

Imports
2007

%
Change

First  Quarter $317 $270 17.5% $530 $473 12%

Second Quarter 337 279 20.6 554 485 14.3

Third Quarter 346 295 17.2 562 496 13.3

Fourth Quarter 290 303 - 4.2 464 512 - 9.2
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started to decline and by the forth quarter the year-over-year comparison shows exports drop-
ping 4.2% from 2007 and imports plunging 9.2% (see table page 2).  Trade growth in the first
half of 2008 was fueled by fuel and food prices.  This helped carry U.S. farm exports to a

record level of $108.4
billion, a 29% increase over
2007, and petroleum imports
up 37% to $331 billion.  The
trade deficit in petroleum
products accounted for 47%
of the total U.S. trade deficit
in manufactured goods (see
table page 3).  The strong
growth of exports in the first
half of 2008 was also due to
a decline in the value of the
dollar against the currencies
of major trading partners in
Europe, Canada and Japan. 
By year end, the dollar began
to rise again, reducing the
exchange rate benefit.

In contrast to goods, exports
of services continued to grow
throughout the year, reaching
a record $552 billion and a
surplus of $144 billion.  Ser-
vices imports also reached a
record of $408 billion.

The political debate over
China continued in 2008, but
trade figures showed U.S.
exports to China growing at
nearly twice the rate (9%) as
imports (5%).  At the same
time, trade with other major
Asian nations, particularly
Japan, Korea, Hong Kong,
Taiwan and Singapore de-
clined by 4%.  These figures
reflect a pattern that has been
developing for several years,
with the growth of U.S. im-
ports from Asia slowing
overall but shifting to China
at the expense of its neigh-
bors.  Supporters of free
trade agreements with Central
and Latin America should be

cheered by figures showing a 29% surge in U.S. exports to the region and only a 19% increase
in imports.  Exports to Colombia jumped 34% even without the U.S.-Colombia FTA.

Doha Round Talks Resume Without Convict ion 

New concerns over the Obama administration’s posture in the World Trade Organization’s
(WTO) Doha Round have cast a shadow over plans to restart negotiations on services and 

Preliminary 2008 vs. 2007 U.S. Merchandise Trade Figures
(in billions)

2008
Exports

2007
Exports

%
Change

2008
Imports

2007
Imports

%
Change

Total $1,291 $1,148 12.5% $2,112 $1,968 7.3

BY COUNTRY/REGION

Canada 261 249 5 336 317 6

Mexico 151 136 11 216 211 2

European Union (25) 275 247 11 367 354 4

    Germany 55 50 10 98 94 4

    France 29 27 7 44 42 5

   United Kingdom 54 50 8 59 57 6

Japan 67 63 6 139 145 - 4

China 71 65 9 338 321 5

NICs: HK, Singapore,
Taiwan, Korea

111 107 3 107 111 - 4

South/Central America 138 107 29 160 135 19

BY SECTOR

Agriculture 108.4 84.3 29 89 81.7 9

Aircraft, parts, engines 86.2 87.3 - 1 35.4 34.4 3

Autos, parts, engines 120.9 121.0 -- 233.6 258.9 - 10

Clothing 3.2 3.2 - 1 78.9 81.2 - 3

Chemicals-Organic 34 33 1 47.7 42.2 13

Chemicals-Inorganic 12.8 10.8 19 16.8 13.3 26

Petroleum, total categories 67.0 37.7 77 453 331 37

Iron & Steel 18.5 14.0 32 38.9 30.9 26

Metalworking Machines 7.4 6.7 11 9.6 8.7 10

Pharmaceuticals 40.3 35.2 15 79.4 71.7 11

Semiconductors 50.5 50.4 -- 25.7 26.6 - 4

Telecommunications 32.9 30.3 9 44.8 44.1  2

Wood Products 2.3 2.1 7 8.4 10.4 - 19
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agriculture, while growing fears about the rise of protectionism haven’t been calmed by reports
that have found little evidence so far of such measures (see WTTL, Feb. 9, page 2).  Talks and
meetings in Geneva the week of Feb. 9 showed diplomats just trying to keep people busy with
no real conviction while they wait to see which direction their leaders instruct them to take,
one diplomat told WTTL.  Amidst these talks, there was even discussion about the possibility
of calling a full ministerial meeting, which is already two years past the normal time for
convening such a meeting under WTO agreements.  

Worries about U.S. trade policy have increased due to the delay in the confir-
mation of former Dallas, Texas, Mayor Ron Kirk to be the next U.S. Trade
Representative (USTR).  A hearing on his nomination in the Senate Finance
Committee isn’t expected until mid-March.  Obama’s trouble finding and keeping
a nominee to be Commerce secretary also adds to the anxiety, as well as state-
ments from Obama administration officials suggesting the U.S. may reassess its
stand in the round.

At a Feb. 12 meeting, agriculture negotiations group chairman Ambassador Crawford Falconer
of New Zealand said he will try to reconvene smaller meetings of about 30 representative
delegations.  He said he also plans to hold two more rounds of meetings with individual
countries and group representatives during the next 30 days to flesh out reactions to the draft
text he released in December and to determine where work can restart.

Ten days of talks on “clusters” of services are also expected to begin March 30.   These talks
will be held at the same time as regular WTO meetings on trade and financial services, specific
commitments and domestic regulations.  Talks on sectorals are not expected immediately, but
nontariff barriers (NTB) to trade may be discussed, one trade diplomat reported.

Meanwhile, an informal meeting of the WTO Trade Policy Review Board Feb. 9 heard mixed
but generally positive reviews of Director General Pascal Lamy's report on trade-related
developments emerging from the global economic crisis.  Representatives of several developing
countries told the session that they don't think tariffs are the biggest concern.  More important
to them are the billions of dollars developed countries are pouring into distressed industries,
they said.  Lamy's report showed “a clear unequivocal pattern: one of emerging protectionism,”
Brazil told the meeting.   Speakers from developed countries said tariffs are the biggest
concern.   In particular, they said they are worried about the difference between bound tariff
rates and applied rates and the possibility that countries might snap back rates to their higher
bound levels.  This has raised “the value of water”, the spread between the bound and applied
tariff rates, in the non-agriculture market access (NAMA) negotiations, one diplomat noted.

*  *  *  Briefs *  *  *

FC P A : As H a l l ib urto n  p rev iously revea led  in  ad vance ,  i ts  fo rm er sub sid ia ry,  K B R , Inc . ,  p lead ed  gu i l ty
F eb .  1 1  to  v io la ting  F C P A  with  b r ib e s p a id  to  N ige ria n go ve rnm e nt o ffic ia ls  and  agre ed  to  p ay $ 4 0 2
mill ion  c r imina l f ine  (see  W T T L ,  Feb .  2 ,  page  3 ) .   U nd er  ind em nity agreem ent  be tween  H all ib ur to n  and
K B R , H a l l ib urto n  wil l  pay f ine .   In  sep ara te  se t t lem ent  with  SE C , K B R  and  H a l l ib urto n  jo int ly  agreed  to
p ay $ 1 7 7  m il l io n  in  d isgo rgem en t o f  p ro fi ts .

M O R E  FC P A : Sec o nd  ex-execu t ive  with  va lve  m aker  C C I  has p leade d  gu il ty  to  v io la t ing  FC P A .  R ichard
M o rlo k  p lead ed  gu i l ty  in  S an ta  A na ,  C a l i f. ,  U .S .  D istr ic t  Co urt  to  one-co unt  in fo rm ation  charg ing  him  with
co nsp ir ing  to  b r ib e  o ffic ia ls  in  C hina ,  K o rea ,  R o m ania  and  Saud i  Arab ia .   H is  fo rm er co l league ,  M ario
C ov ino ,  p leaded  guil ty  to  r ela ted  cha rges in  Janua ry (see  W T T L ,  Jan .  12 ,  pa ge  4 ) .

B R O K E R S: CIT  doesn’t  have  ju r isd ic tion  to  r ev iew Custom s dec is ions  to  r evoke  custom s b rokers’  l icenses
fo r  adm in is tra t ive  reasons ,  C o ur t o f  A p p ea ls  fo r  Fed era l  C ircu it  ru led  Jan .  27  in  S ch ick  v .  U .S .   “W hile
sec t ion  15 8 1 (g )(2 )  re fer s  to ,  and  pe rm its  rev iew o f ,  the  revo ca t ion  o r  susp ensio n  o f  a  custo m s b ro ker’s
l icense  fo r  d isc ip l ina ry re aso ns und er  sec t ion  16 4 1 (d )(2 )(B ),  i t  ne i the r  re fer s  to ,  no r  p e rm its  rev iew o f ,  a
revo ca t ion  o r  susp ensio n  fo r  fa i lure  to  f ile  a  t r ienn ia l  rep o rt  und er  sec t ion  16 4 1 (g )(2 ) .   T hus,  a  c la im
ar is ing  unde r  sec t io n  16 4 1 (g)(2)  is  no t  a  c la im  ar is ing  ou t  o f  a  law p rov id ing  fo r  the  ad m in is tra t io n  and
e nfo rc em e nt o f m atte rs  re fe rre d  to  in  se c t io n  1 5 8 1 (g)(2 ) ,”  c o ur t  ru le d .
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