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JUSTICE EXPORT CONTROL COORDINATOR TRIES TO CALM  INDUSTRY FEARS

Justice’s creation of the new post of National Export Control Coordinator isn’t intended to
increase the prosecution of legitimate companies involved in exporting, says Steven Pelak, who
was appointed to the job June 20 (see WTTL, June 25, page 4).  In an exclusive interview with
WTTL, Pelak tried to calm industry concerns that his office will be looking for more major
cases against defense and dual-use exporters such as the $100 million penalty against ITT.

“The focus has been principally, but not exclusively, in the area of counter-
proliferation,” he said.  “That’s not going to change.”  The other area of his
attention will be on exports that are related to and support state sponsors of
terrorism.  Iran and North Korea are at the top of the list along with Cuba and
Syria.  “The other element you’ll see is high-technology and the Far East and
China, particularly to benefit their military industrial base,” Pelak told WTTL.

Much of Pelak’s assignment will be directed at helping to train U.S. attorneys around the
country about the efforts of foreign entities to obtain controlled goods and technology illicitly
and on the prosecution of such cases.  “To the industry, I don’t think in anyway there is going
to be a change substantively,” he said. “It redounds to the benefit of legitimate exporters and
businesses when prosecutors and investigators know more about their craft.  When they are
better trained, they can be a lot more efficient and they can see matters that might come in the
door and see it’s not a criminal matter,” he said. 

Pelak will help coordinate cooperation between Justice and licensing agencies, such as the
Bureau of Industry and Security (BIS), State and Treasury.  He will also work with the FBI,
Defense and U.S. intelligence services.  “We want to work with the folks that know about the
technologies and who is seeking the technologies...to obtain from them where are the street
corners we should be standing on, and who are the guys on the street corners that we should
really be focusing on,” Pelak told WTTL.

REPORT RAISES CONCERNS ABOUT BIS HANDLING ON LICENSES FOR INDIA

A recent report from Commerce’s Office of Inspector General (OIG) could put some bumps in
the road for the Bush administration’s effort to get Congress to enact legislation that would
implement the U.S.-India Civil Nuclear Initiative.  The nuclear deal would allow the licensing
of exports of U.S. nuclear equipment and technology to India, but the OIG report suggests that
the Bureau of Industry and Security (BIS) may not be doing an adequate job in reviewing and
monitoring exports that are already permitted to India.  The report says BIS officials did not 
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have a chance to complete their review of the report before it was released.  The agency,
however, indicated its belief that “India has fulfilled its commitment under the Next Steps in
Strategic Partnership” which was one of the programs leading to the nuclear agreement.

The report says BIS needs to do a better job monitoring dual-use exports to India. 
It points out several areas that need improvement, including the identification of
Indian organizations on the BIS Entity List, pre-license checks (PLC) and post-
shipment verifications (PSVs), compliance with licensing conditions and the filing
of required reports.  The report notes that the number of licenses for India has
declined in the last two years and most licenses are approved because of the
closer cooperation between the two countries.

“Some Indian entities on the list are not clearly identified, which raises the risk that U.S.
exporters could inadvertently export controlled dual-use items to these entities without the
required license,” the OIG claims.  The report also cites “several weaknesses” in the BIS end-
use check program for India.   While most checks of private sector customers are conducted in
a timely manner, checks of Indian government entities “have not always been conducted within
prescribed time frames,” it complains.  The OIG found cases where BIS failed to follow end-
use check criteria that would have caused the end-user to get an unfavorable determination.

The report also criticizes BIS policy that requires licensing officers to review technical
documentation only when the agency raises national security concerns.  “As a result, 10 of 13
India licenses were not marked for licensing officer review because the technical reporting
condition was placed by Defense,” the report states.

INDIA REFUTES U.S.  CLAIM  THAT IT CAUSED POTSDAM  BREAKDOWN

Indian Commerce Minister Kamal Nath June 28 refuted U.S. claims that India and Brazil caused
the breakdown of G-4 negotiations in Potsdam, Germany, arguing that it was the U.S. refusal to
offer a deeper cut in domestic farm subsidies and to cap aid for specific agriculture products
that precipitated the collapse of the meeting.  The U.S. and European Union (EU) said it was
Indian and Brazilian unwillingness to make significant new offers in non-agriculture market
access (NAMA) that caused the failure of the meeting (see WTTL, June 25, page 2).

Nath said the U.S. shifted discussions to NAMA when it was being pressed by
India and Brazil on farm subsidies. “In the conduct of negotiations when you find
you are not moving elsewhere, you say let’s forget it and give this up also,” he
said.  “We started the discussion in Potsdam on subsidies.  And that’s when
things started slowing down,” he told a program at the Carnegie Endowment.

Nath said the U.S. offered to reduce official trade distorting subsidies (OTDS) to $17 billion,
which is lower than the $22 billion it offered initially, but still more than the $10.8 billion it
reportedly is actually paying in subsidies.  “The United States said, ‘We can offer 17.’  17 was
put on the table in the discussions, but the United States today is applying 10.8,” Nath said. 
He noted that the G-20 group of developing countries has called for the U.S. to cut its
subsidies to $12.1 billion.  “There was a big gap between 12.1 and 17,” he told reporters later. 
“Since the U.S. wants some headroom, there are countries that will say, ‘If you want headroom
in your distortions, we want headroom in our tariffs’,” he noted.  “Of course, the United States
did say after the last day that we met that, ‘We may have some flexibility’,” he admitted.

“Then the question came on the disciplines in Blue Box, disciplines in various boxes, it came
on product specific caps in both the Blue Box and AMS,” Nath continued.  “Countries like
Brazil are looking at market access, but if there are not product specific caps, no matter what
the cuts, unless there are disciplines, it means nothing,” the Indian minister explained.  “They
have certain products where they want product specific caps, and the United States said, ‘No
we can’t have them’,” Nath reported.  He also said disagreement arose over the tiers by which
farm tariffs would be cut.  “I thought the G-20 bands had been accepted...There I was told the 
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bands are not accepted,” he said.  The U.S. has spent less on farm subsidies in recent years
than it is authorized to spend under the terms of the Uruguay Round agreement because many
agriculture prices are high and haven’t trigger subsidy programs. 

On NAMA, “India has flexibility,” Nath claimed.  “If the U.S. comes to a
coefficient of five, I’ll be happy to come to a coefficient of 25,” he said.  “The
framework agreement talks of less than full reciprocity,” he added.  “Whatever
the cuts developed countries take [in tariffs], I’ll take 10% less,” he offered.  

“But the way they want it is for us to do double the cuts they are doing,” he said.  “At the end
of the day, what is the reduction taking place.  If they reduce by 20, I’ll reduce by 10.  If the
reduce by 50, I’ll reduce by 40 or even by 35, I may...But let them say what they are going to
do.  They cannot say I’ll do 25 and you do 50” (see story below). At the end of the Potsdam
meeting Brazil asked the U.S., “Okay, what NAMA coefficient do you want?” Nath reported.
“So they said at 20.  He said what OTDS are you willing to do on that.  They had no answered.”

Nath also said more progress was made in services than the U.S. and EU admitted.  “There was
a very healthy discussion.  There was a movement forward in services,” he said.  The question
became how to tie progress in services to agriculture and NAMA. “We couldn’t find a way to
do it, so we said we would talk to Pascal Lamy about how we can do it,” he reported.  “The
only area in which there was visibility of movement forward was in services in Potsdam.  But
we couldn’t freeze it, because there was no mechanics to freeze it,” Nath explained.

NEW NAM A PROPOSAL GETS M UTED REACTION IN DOHA TALKS

A proposal by eight advanced developing countries June 26 for a compromise in Doha Round
talks on non-agriculture market access (NAMA) has gotten a muted reaction from other devel-
oping countries.  The proposal is intended to bridge the gap between the positions of the U.S.
and European Union (EU) and those of Brazil and India.  That gap contributed to the break-
down of G-4 talks in Potsdam, Germany, June 21 (see WTTL, June 25, page 2).  Some of the
lack of enthusiasm for the proposal stems from the view that the countries making it won’t be
affected as much as others by proposed NAMA tariff cuts.

The paper offered by Chile, Colombia, Costa Rica, Hong Kong, Mexico, Peru,
Singapore and Thailand represents relatively ambitious tariff-cutting coefficients
for developed and developing countries, officials said.  But some developing
countries see it as too aggressive.

The group has proposed a coefficient of less than 10 for developed countries and a coefficient
“between the upper teens and low twenties” for developing countries.  Earlier in the Doha
talks, developed countries had wanted only a five point spread between the coefficient they
would use and the one for developing countries.  A group of developing countries known as the
NAMA-11 had called for a 25 point spread.

A coefficient in the high-teens or low twenties for developing countries “has always been
Chile's position,” said a developing country diplomat who is close to the talks.  “Chile is really
the one who's pushing for this paper...which is not very generous from Chile considering their
applied tariffs are something like 5 or 6 across the board - not really a big effort there,” he
told WTTL.  “I don't think it changes much because they are not the ones who are applying the
formula.  If you consider Mexico, for instance, Mexico has somewhat higher tariffs, but all of
Mexico's trade is in FTAs with the U.S., E.C. and Japan now, and Latin America,” he said.

Some of the countries making the proposal have been among those seeking the most ambitious
outcome in NAMA and have sided with the U.S. in the past on tariffs, an ambassador from
another developing country said speaking on background.  “In Potsdam, there was already an
indication that the developed countries could go below 10,” he added.  “The U.S. is trumpeting
it [because] it's a U.S. group,” he said.  Other developing countries don't agree with a target in
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the upper teens. Malaysia, for example, has said 20 is its bottom line.  The number for many
other developing countries is in the upper twenties.  Some countries still believe in the 30s. 
“So, the middle ground may settle more on the upper range of this group, or in the lower range
of other developing countries who are looking for a higher coefficient,” the ambassador said.

*  *  *  BRIEFS *  *  *

N IN E S T A R : IT C  June  2 9  agreed  to  rev iew A LJ’s  in i t ia l  d e te rm ina tio n  in  Sec tio n  3 37  case  (N o . 3 37 -T A -
5 6 5 )  invo lving ink  car t r id ges  fro m  Jap an .   R esp o nd en t  N ines tar  T ec hno lo gy had  sought  review  to  ra ise
legal  quest ions  s temm ing from  recen t Supreme  Co urt  ru ling  on  pa ten ts  (see  W T T L ,  June  1 8 ,  pa ge  1 ) .

FC P A : Leo  W ins to n  Sm ith ,  71 ,  o f  N ewp o r t B each ,  was  re leased  on  $ 5 0 0 ,0 0 0  ba il  June  2 8  a fte r  a r res t  June
1 8  on  grand  ju ry ind ic tm ent  which  charged  h im  with  v io la t ing  Fo re ign  C o r rup t  P rac tice  A ct .   Ind ic tm ent
c la imed  Smith ,  who  was founde r ,  executive  V P  and  d i rec to r  o f sa le s  fo r  Pac if ic  Co nso l ida ted  Industr ie s
LP ,  b r ib ed  o ffic ia l  in  U K  M inis t ry  o f  D efense  to  he lp  win m o re  than  $1 1  m il lion  in  co n trac ts  fo r  co m p any.

M O R E  F C P A : S i C h an  W o o h,  fo rm e r se nio r  o ffic er  o f S S I In te rna tio na l,  Inc .,  who lly-o w ne d  sub sid ia ry o f
S chnitz er  S te e l  Ind ustr ie s Inc . un ti l  2 0 0 6 ,  p le ad e d  gu il ty  June  2 9  to  co nsp ira cy to  v io la te   F o re ign  C o rrup t
P rac t ices  A c t  (FC P A) in  P o r t land ,  O re . ,  U .S .  D is tr ic t  C o ur t  and  agreed  to  co o p era te  with  go vernm ent.    H e
a lso  re ac he d  a gre em e nt with  S E C  w hic h im p o se d  $ 2 5 ,0 0 0  c iv i l  f ine , re q uire d  h im  to  d isgo rge  $ 1 4 ,8 1 9 .3 8
in  bo nuses p lus p re jud gm ent  in te res t o f  $ 1 ,3 1 2 .5 2 .   Schni tze r  reached  sep ara te  se tt lem ents  with  gove rnment
last  yea r  O c tob er ,  p aying  $7 .7  m il lion  in  d isgo rgem ent  to  re so lve  SE C  co m p la int  and  $7 .5  m il lion  in
pena lt ie s  to  se tt le  re la ted  c r imina l cha rges b rough t by Jus t ice  (see  W T T L ,  O c t .  23 ,  pa ge  4 ) .

FT A s: U ST R  rushed  to  rev ise  FT A s with  P eru ,  P anam a,  C o lo m b ia  and  So uth  K o rea  to  ad d  pro v is io ns
d eve lo p ed  be tween  B ush  ad m in is tra t io n  and  C o ngress  o n  lab o r ,  env ironm ent ,  m ed ic ines  and  secur ity  be fo re
exp ira tion  o f  fa s t- track nego tia ting  autho r i ty  June  30 .   I t  s igned  dea l  w ith  Panama  on  June  28and  was
scheduled  to  s ign  K o rean  pac t  June  3 0 .   D esp i te  rush ,  H o use  D em o cra ts  is sued  s ta tem ent  June  2 9  say ing
they  wo n’t  co ns id er  P eru  and  P anam a d ea ls  un ti l  fa l l  a fte r  tho se  two  co untr ies  enac t  im p lem enting
leg is la t io n .   D em o cra ts  sa id  they  s ti l l  op p o se  Co lo m b ian  and  K o rean  pa c ts  fo r  o ther  reasons .   So m e have
sp ecu la ted  tha t  Co ngre ss  wo n’t  renew fast- t rack  un t i l  ne w p re sid en t  takes  o ffice .   Sena te  F inance  C o m m it-
tee  C ha irman  M ax B aucus  (D -M o nt.)  is sued  s ta tem ent  June  2 9  say ing ,  “C er ta in ly,  the  s ta tus  o f  the  D o ha
tra d e  ta lks  d o es  no t  d em a nd  im m e d ia te  a c t io n  o n  fa st- tra ck .  T he  F ina nc e  C o m m itte e  wil l  tu rn  to  T ra d e
P ro m o tion  A utho ri ty  a t  an  ap p ro p ria te  t im e  in  the  future .”

IE E P A : Senate  June  26  passed  b i l l  (S .  161 2)  to  amend  IE E P A  to  r a ise  fines (see  W T T L ,  M ay  2 1 ,  pa ge  2 ) .

U ST R : T wo  ve te ran  trade  nego tia to rs ,  with  near ly  60  years  o f  co m b ined  exp er ience ,  D o ro thy D wo skin  and
N ancy Ad ams  le ft  U ST R  recen tly .   Ad ams  has become  dep u ty v ice  p re siden t fo r  Asia  o f P ha rmaceu tica l
R e se arc h and  M a nufa cture rs  o f A m e ric a .   D w o skin  ha s jo ine d  M ic ro so ft  in  W a shing to n ,  D .C . ,  as  se nio r
d irec to r  o f  glo b a l  trad e  po l icy and  s t ra tegy.   

H ILL: W arre n  P ayne ,  eco no m ic  ad viso r  to  IT C  C o m m iss io ne r  D ea nna T anne r  O kun is  m o ving to  H o use
W ays and  M eans C o m m it tee  R ep ub l ican  s ta ff as  t rad e  eco no m ist .

A N D E A N  T P A : A fte r  agre em e nt b e tw ee n H o use  a nd  S ena te , H o use  J une  2 7  p asse d  e igh t-m o nth  ex te nsio n
o f A nd e an  T ra d e P re fe re nc e  A c t (H .R .  1 8 3 0 )  b y 3 6 5 -5 9  vo te .  S ena te  p a sse d  sa m e m ea sure  J une  2 8  b y
unan imo us consen t.   Ecuador  had  been  seeking two-yea r  extension  (see  W T T L ,  June  11 ,  page  1 ) .  

E X P O R T  E N F O R C E M E N T : G ra co ,  Inc . o f M inne ap o lis ,  ha s agre ed  to  p ay $ 9 7 ,0 0 0  c iv i l  f ine  to  se tt le  1 5
B IS  charges  re la ted  to  un licensed  exp o r t o f  d iap hragm  pum p s  to  Ind ia ,  Saud i  A rab ia  and  T a iwan .

G SP : U ST R ’s  o ffice  June  2 8  anno unced  resu lts  o f  annua l  rev iew o f G enera l ized  System  of  P re fe rences .   I t
g ran ted  waivers  o f  co m p eti t ive  need  l im ita t io ns  to  11 5  pro d uc ts  from  19  be nefic ia ry co untr ies ,  with  im p o r t
va lue  o f  som e  $6 1 8  m il lion  in  2 0 0 6 .  B ut  und er  new co nd i t io ns ad d ed  to  G SP  law  by C o ngre ss  in  20 0 6 ,  i t
rem o ved  from  G SP  e l igib i l ity  b rakes,  b rake  pa r ts  and  fer ro z irco n ium  from  B raz i l ;  ko la  nu ts  f rom  C o te
d ’Ivo ire ; go ld  je we lry and  b ra ss  la m p s fro m  Ind ia ; wir ing  ha rne sse s fro m  P h il ip p ine s;  go ld  je we lry fro m
T hai land ;  and  m ethano l  fro m  V enezue la .  

P IP E  AN D  T U B E : Al l ied  T ube  &  Co ndu it ,  A t la s  T ube ; Ca l ifo rnia  S tee l and  T ube ; E X LT U B E ; H anniba l
Ind ustr ie s ;  Leav i t t  T ub e ;  M aru ich i  Am erican  C o rp o ra t ion ;  Sear ing  Ind ustr ie s ;  So uthland  T ub e ;  V est ,  Inc . ;
W eld ed  T ub e  and  W es te rn  T ub e  fi led  an tid um p ing  and  counte rva il ing  du ty pe t i t io ns  June  2 7  a t  IT C  and
IT C  aga ins t  im p o rts  o f  ligh t-wa l led  rec tangular  p ipe  and  tub e  from  C hina ,  K o rea ,  M exico ,  and  T urkey.
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