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STATE PLANS NEW DUAL-NATIONAL RULES FOR U.S.  ALLIES

State’s Directorate of Defense Trade Controls (DDTC) plans to propose rules to ease licensing
requirements for some dual-nationals in countries that are close allies of the United States. 
The regulatory changes under consideration would apply to dual-nationals in countries that
belong to NATO, the European Union (EU), Australia, New Zealand and Japan, State officials
told the Defense Trade Advisory Group (DTAG) Sept. 20.  

The changes to the International Traffic in Arms Regulations (ITAR) may take
some time before they are proposed because State wants to consult with key
members and committees in Congress before proposing the new rules.  Until State
gets a reaction from lawmakers, the department won’t reveal the details of what
changes are being weighed, department officials said..

The proposal will be broader than the existing agreements DDTC has with Canada and Australia
on dual-nationals in those countries.  It will be “more broad than the Canadian agreement,” said
Acting Deputy Assistant Secretary of State Frank Ruggiero.  The current accord with Canada
allows certain dual-nationals in Canada that work for four Canadian defense agencies to have
access to controlled items and technology as long as they have security clearances and meet
other conditions set out in the agreement.  The proposal under review at DDTC would extend
this policy not only to government agencies in allied countries but also to defense companies
and customers in those countries, Ruggiero explained (see WTTL, Sept. 10, page 1).

ITC REPORT GIVES BOOST TO U.S. -KOREA FTA

If the Bush administration is looking for industry’s that are willing to come to Washington to
lobby for the U.S.-Korea Free Trade Agreement (KORUS), an International Trade Commission
(ITC) report on the deal issued Sept. 20 provides a check list of potential supporters.  The
ITC’s economic analysis of the agreement provides a strong positive picture of the accord’s
impact on several U.S. industries, including most particularly agriculture.   

Other sectors that will benefit include pharmaceuticals, medical devices, machinery, electronics,
transportation equipment, financial services, and audio-visual services.  Nonetheless, as with
other FTAs, the overall impact of KORUS on the U.S. economy will be small because of the
size of the U.S. economy relative to the increased trade the pact will produce, the ITC found. 
“The FTA would likely result in a small to negligible impact on output or employment for most
sectors of the U.S. economy, as expected losses in output and employment in contracting sec-
tors are expected to be offset by gains in expanding sectors,” the ITC concluded.  It estimated 
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that KORUS will increase U.S. GDP by $10.1-11.9 billion, which is minuscule compared to the
$13 trillion U.S. economy.  Merchandise exports to Korea would grow by $9.7-10.9 billion,
which is also small compared to total 2007 exports that are likely to top $1.1 trillion.  Goods
imports from Korea would rise by about $6.4-6.9 billion, it said.  Again, this is small number
compared to total goods imports of $1.9 trillion expected in 2007.  

In the auto sector, which remains one of deal’s most contentious provisions in
Congress, the ITC said the benefits to U.S. carmakers would depend on how well
reforms in non-tariff measures (NTM) are implemented.  “U.S. exports of passen-
ger vehicles to Korea could experience a large percentage increase; however,
given the current small U.S. market share and regulatory environment issues,
short- to medium-term increases would likely be small by value,” it stated.  

The long-term impact on auto exports would depend on implementation of the NTM provisions.
“Addressing these NTMs could increase U.S. exports, whereas shortfalls in their elimination
could reduce the estimated impact,” the ITC said.  To the extent that imports of Korean
passenger vehicles to the U.S. would increase due to the elimination of the car tariff, the ITC
estimated that 55-57% of the increase “would be diverted from other import sources.”

For textiles and apparel, Korean imports are expected to increase “especially for man-made
fibers and man-made fiber goods for which Korea is a competitive and major supplier and for
which the United States maintains relatively high tariffs,” the Commission noted.  As in other
sectors, much of the increase will come at the expense of other countries. “Approximately 85-
90 percent of the estimated increase in U.S. imports from Korea would be diverted from other
import sources,” it forecasted.  This increase, however, will be tempered by the general decline
in the competitiveness of both the Korean and U.S. industries relative to China, the ITC stated.

INDUSTRY WARNS OF “UNINTENDED CONSEQUENCES” FROM  BROKERING RULES

Defense exporters warned DDTC Sept. 20 to avoid “unintended consequences” when it proposes
changes to the ITAR brokering regulations.  A working group of the Defense Trade Advisory
Group (DTAG) raised several concerns at a DTAG meeting about the potential impact of the
expected changes, particularly their affect on the relationship defense firms have with foreign
consultants that work for them abroad (see WTTL, March 26, page 2).

DDTC officials have been talking about revising the brokering rules in Part 129
of ITAR for over a year.  They had expected to propose the changes in the Fed-
eral Register for public comment sometime this past summer.  The officials
working on the revisions, however, had to shift their focus in the last few months
to negotiating the defense trade treaties with the United Kingdom and Australia. 
As a result, proposal of the brokering changes has been put off.  

But David Trimble, DDTC’s director of compliance, told the DTAG that the proposal is finally
in written form and waived a copy over his head at the DTAG meeting.  He said DDTC is in
the process of sharing the draft with Defense and other agencies.  Once that review is com-
pleted, State will consult with Congress on the changes and begin internal department review
and clearance probably in October.

Industry is concerned that if DDTC brokering rules require foreign consultants to register as
brokers they may refuse and terminate their contracts with U.S. firms.  This would not only
force firms to find replacement consultants, which would disrupt business, but also could lead 
to legal action against the U.S. companies.  Moreover, consultants who end their relationship
with U.S. companies may go to work for foreign competitors or choose to “poison the well” for
the American company, warned Chuck Jameson, chairman of the working group.  The group
urged DDTC to avoid potential disparities between the provisos and conditions placed on
licenses for consultants and those imposed on the U.S. exporter.  A broader problem for U.S.
exporters is the lack of public information on which individuals or firms are registered as 
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brokers with DDTC.  That information is now considered confidential, which makes it difficult
for firms to confirm that a foreign consultant or broker is properly registered. 

FCPA ADVISORY ALLOWS INTERN PROGRAM  FOR FOREIGN OFFICIALS

Justice has issued an advisory opinion to an unnamed insurance company giving the firm assur-
ance that the department would not prosecute it under the Foreign Corrupt Practices Act
(FCPA) for paying for six mid-level foreign government officials to come to the U.S. to attend
an internship program at the company.  “Based upon all of the facts and circumstances, as
represented by the Requestor, the Department does not presently intend to take any enforcement
action with respect to the planned educational program and proposed payments described in this
request,” Justice said in the Sept. 11 opinion.

According to Justice, the company said the visitors were selected by the foreign
government, without the involvement of the requestor, to attend an annual six-
week long program for foreign insurance regulators sponsored by the National
Association of Insurance Commissioners. The insurance firm proposes to pay for
domestic air travel in the U.S., lodging, local transport, meals and incidental
expenses up to a modest set amount per day and a four-hour city sightseeing tour. 

ADM INISTRATION ALM OST READY TO SUBM IT DEFENSE TREATIES TO SENATE

The defense cooperation treaties the U.S. negotiated with the United Kingdom and Australia,
along with their implementing procedures, are close to being submitted to the Senate for ratifi-
cation, State officials said Sept. 20 (see WTTL, Sept. 10, page 2). “We are in the process of
developing implementing regulations,” Acting Assistant Secretary of State Stephen Mull told
the Defense Trade Advisory Group (DTAG).  Informal advance consultations with key members
and Senate committees have already begun.  “We haven’t encountered any significant
opposition yet,” Mull reported.  State hopes the treaties can be ratified by the end of the year.

Once the treaties are ratified, DDTC will issue implementing regulations in the
Federal Register, said Acting Deputy Assistant Secretary of State Frank Ruggiero. 
The treaties will provide new exemptions from ITAR licensing requirements. 
“We need to be as explicit as possible,” Ruggiero said.  “Lack of explicity might
lead exporters not to take advantage of it,” he added.  He said DDTC has learned
from its experience with Program Licensing, which exporters don’t use “because
of ambiguity,” he told DTAG.  Industry executives say it is easier to go through
the regular licensing process than the effort to get a Program License.  

DDTC BRINGS DOWN BACKLOG OF PENDING LICENSES

The backlog of pending export licenses at DDTC has dropped to about 5,800 from 7,200 last
spring, Acting Deputy Assistant Secretary of State Frank Ruggiero told the DTAG Sept. 20.  
Since taking over from Greg Suchan, who retired at the end of May, Ruggiero said he has insti-
tuted several reforms in licensing procedures to help bring down the backlog.  

When he took over, Ruggiero said, he found that DDTC has no presidential executive order
similar to the one that dictates the deadline by which the Bureau of Industry and Security (BIS)
must complete action on pending export license applications.  As a result, Ruggiero has estab-
lished his own deadline procedures.  For licenses for items going to military operations in Iraq
and Afghanistan, any license pending over seven days is flagged and licensing officers have to
meet with Ruggiero to explain the delay.  He also has set up a 45-day case management review
process, which will require licensing officers to meet with him when cases are pending longer 
than 45 days.  Because of the existing backlog, however, the case management process is
starting for licenses pending more than 90 days.  As the backlog diminishes, the process will 
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flag cases at 75 days and 65 days until it  gets down to 45 days, he explained.  Another change
is in the handling of Technical Assistance Agreements (TAAs) and Manufacturing License
Agreements (MLAs).  As agreement applications come in, they are now staffed immediately to
the Defense Department for review rather than waiting for DDTC staff to conduct an initial
review before sending them out.  This has dropped the number of TAA/MLA applications
awaiting action to zero, Ruggiero reported.  This change, however, has not reduced the backlog
in pending agreement licenses, he conceded. 

*  *  *  BRIEFS *  *  *

P E R U  FT A : Senate  F inance  C o m m ittee  Sep t .  2 1  favo rab ly  rep o r ted  out  trad e  p ac t  by  18 -3  vo te .   H o use
W a ys and  M e ans  C o m m itte e  ha s sc he d ule d  m o c k m ark-up  fo r  S ep t .  2 5 .

T A A : W ith t ime  running  ou t  be fo re  curren t  T rad e  A d justm ent  Assis tance  law  exp ires  Sep t .  3 0 ,  H o use  W ays
and  M eans  C o m m ittee  S ep t .  18  sen t  b i ll  (H .R .  33 7 5 )  to  H ouse  fo r  th ree-m o nth  ex tens io n .

D O H A  R O U N D : A ltho ugh  U .S .  o ffic ia ls  c la im  the y ha ve n’t  cha nge d  the ir  p o si t io n  o n  cu tt ing  d o m estic  sup -
po r t  in  ag r icu ltu re  ta lks ,  nego tia to r s  in  G eneva  week o f  Sep t .  17  were  abuzz  with  be lie f tha t U .S .  was
wil l ing  to  accep t  lower  range ,  be low $1 7  b i l l ion ,  cap  on  fa rm subs id ie s .   “I  th ink  we  a re  inching toward  an
ever  mo re  rea lis t ic  app ra isa l  o f  wha t ou r  op t ions  a re ,”  Agricu ltu re  Co mm ittee  C ha irman  Crawford  Fa lcone r
sa id  Sep t .  2 1 .   Fa rm  talks  no w take  two -week  b reak  and  wil l  re sum e fo r  four-week  pe r io d  in  m id -O ctob er .  
M eanwhile ,  ta lks  on  lost  leg  o f  D o ha  R o und ,  se rv ices ,  ha ve  re sum ed  with b i la te ra l  and  p lur i la te ra l  mee t-
ings  o n  po s ta l  and  co ur ie r  se rv ices ,  d i s tr ib u tio n  and  to ur ism,  se rv ices  re la ted  to  agr icu l tu re ,  m ar it im e  and
log is t ic s ,  a rch itec tu re ,  eng ineer ing  and  in teg ra ted  eng ineer ing  se rv ices.   Sources say the re  have been
p o si t ive  s igns,  bu t  mem b ers  a re  basica l ly  ju st  t rying  to  c la r i fy  s igna ls  o f  po ssib le  p ro gre ss .  

E X P O R T  E N FO R C E M E N T :  Just ice  S ep t .  18  unsea led  c r im ina l  co m p la in t  in  D .C .  U .S .  D is tr ic t  C o ur t
aga ins t A via t io n  Serv ices  In te rna tio na l ,  B .V .,  o f  N ether land s , and  i ts  o wner  R o b er t  K raa ip o e l  fo r  expo r ting
and  a t tem p ting  to  exp o rt  ae ro sp ace  grad e  a lum inum , airc ra f t  co m p o nents ,  and  o the r  eq u ipm ent  fro m  U .S .  to
I ran  and  gove rnmen t o f  I ran  withou t O FA C  license .   A lso  l is ted  a s  de fendants  a re  two  o the r  D u tch
co m p an ies ,  D el ta  L o gis tics  L .V . ,  and  T P C ,  B .V . ,  wh ich  are  owned  by K raa ip o el ’s  son.  T his  is  fi r s t  ca se
where  ne w Just ice  exp o rt  enfo rcem ent  co o rd ina to r  S teven  P e lak  is  l is ted  as  lead  a t to rney.  [E d i to r ’ s  N o t e :  
C o p y o f  co m p la int  and  a ffidav i t  w il l  be  sen t  to  sub sc r ib e rs  on  req uest . ]

R IC E :  W T O  disp u te -se tt lem ent  pa ne l  ru led  Sep t .  21  in  favo r  o f  U .S .  in  co m p la in t  aga ins t restr ic t io ns
T urkey im p o ses on  r ice  im p o r ts .   “T he  P ane l  co nc lud es  tha t  T urkey's  d ec is io n ,  from  Sep tem b er  20 0 3  and
fo r  d iffe ren t  pe r io d s  o f t im e ,  to  de ny,  o r  fa i l  to  g ran t,  C er tif ica tes  o f  C o ntro l  to  im p o r t r ice  o u ts id e  o f the
ta r iff  r a te  q uo ta ,  co ns ti tu tes  a  quan t i ta t ive  im p o r t restr ic t io n ,  as  wel l as  a  p rac tice  o f  d i sc re t io nary im p o r t
l icensing ,  within  the  m eaning  o f  fo o tno te  1  to  A rt ic le  4 .2  o f  the  A greem ent  on  A gricu l ture .   Acco rd ing ly,  i t
is  a  m easure  o f  the  kind  which  ha ve  been  req u ired  to  be  co nverted  into  o rd ina ry custo m s d u t ies  and  is
the re fo re  inc o nsis te nt  with  A r t ic le  4 .2  o f the  A g re em e nt o n A gr ic ultu re ,”  p a ne l co nc lud e d .

T H E R M A L P A P E R : A p p le ton P ap ers ,  Inc .  Sep t .  1 9  fi led  an tid um p ing  pet i t io ns  a t  IT C  and  IT A  agains t
im p o r ts  o f  l igh tweigh t  the rm al  pap er  f rom  C hina ,  G erm any and  K o rea ;  C V D  agains t  C hinese  imp o r ts .

W IR E  H A N G E R S : IT C ,  b y 6 -0  vo te , m ad e  p re lim ina ry ru l ing  S ep t .  2 0  tha t a l le ge d ly d um p e d  im p o r ts  o f
s tee l  wire  ga rm ent  hangers  f rom  C hina  m ay be  inju r ing  U .S .  ind ustry.

A P E C : P ro p o sa ls  fo r  A sia -P ac if ic  f ree  t rad e  pac t  go t  co ld  sho ulder  a t  AP E C  lead ers ’  mee t ing  Sep t .  9 .  
“T hrough a  range  o f p rac tica l and  inc remen ta l  s teps ,  we  wil l  examine  the  op tions  and  p rospec ts  fo r  a  F ree
T ra d e A re a  o f the  A sia -P a c ific  (F T A A P ),”  A P E C  le ad e rs  sa id .

Z E R O IN G : C IT  Jud ge  J ud ith  B a rz ila y S ep t .  1 9  d en ie d  C o rus  S ta al  re q ue st  fo r  in junc tio n  to  b ar  l iq u id a tio n
based  on  admin is tra tive  rev iew o f fla t  carbo n  stee l from  N e the rlands tha t had  dum ping o rde r  revoked  a fte r
W T O  ru ling  and  Sec tio n  12 9  dec is io n  (S lip  O p .  97 -1 4 0 ) .   “S ta tu te  tha t  go verns  im p lem enta t io n  o f a  W T O
p ane l  rep o rt  exp l ic i t ly  s ta tes  tha t  revo ca t ion  o f  an  an t idum p ing  o rd er  ap p l ies  p ro sp ec t ive ly on  a  da te
sp e cifie d  b y the  U S T R ,”  she  ru le d .

O R A N G E  J U IC E : C IT  C h ie f Jud ge  J ane  R e sta ni  S ep t .  1 9  re m and e d  to  IT C  fo r  se co nd  t im e  d e te rm ina tio n
tha t dump ed  imp or ts  o f  o range  ju ice  from  B raz il  a re  in ju r ing  U .S .  industry (S l ip  O p .  07 -14 1) (see  W T T L ,
A p r i l  2 3 ,  p age  2 ) .   S he  sa id  she  fo und  “a t le as t  tw o  s ign ific an t  f la ws”  in  IT C  d e cis io n .   “T he  C o m m iss io n
d id  no t  p rop er ly exam ine  the  inverse  co r re la t io n  be tween  d o m es tic  p rod uc t io n  and  sub jec t  im p o r ts ,  and  the
C o m m iss io n  d id  no t  co nd uc t a  p ro p e r ana lys is  o f the  im p a ct  o f no n-sub je ct  im p o r ts ,”  R e sta ni  ru le d .
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