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COM M ERCE IG URGES TOUGHER CONTROLS ON CHINA,  HONG KONG

Just as the Bureau of Industry and Security (BIS) is backing away from recommendations the
Commerce Inspector General (OIG) offered on deemed exports, the OIG has issued a new report
recommending tougher licensing reviews for exports to China and Hong Kong.  BIS Under
Secretary David McCormick has already responded to the recommendations, saying he plans to
adopt many of them, including upgrading the BIS Office of Enforcement Analysis (OEA) and
improving staffing and procedures for conducting post-shipment verifications (PSVs) in China
and Hong Kong.  He also noted BIS plans for proposing a military China “catch-all” rule.

“We determined that BIS is not aggressively enough monitoring potential diver-
sions of export-controlled items from Hong Kong to China,” the OIG noted.  “In
addition, BIS was not adequately targeting PSVs for shipments that can be export-
ed to Hong Kong without a license but would require a license to China,” it said.

The OIG also criticized BIS for requiring firms to submit technical documentation after an
approved shipment to China as a condition for the approval of the license but not requiring
licensing officers to review the documentation.  “Without a substantive, technical review of the
documentation, BIS cannot determine whether the exporter (and/or end user) is complying with
the intent of the license conditions,” it asserted.

The lack of coordination between the Office of Export Administration and Export Enforcement
Analysis has delayed or prevented PSVs, the OIG claimed.  Due to a delay between the receipt
of shipping documentation and its sharing with Enforcement Analysis, “OEA was not able to
initiate a PSV request” under the terms of the U.S.-China agreement on post-license checks.  

McCormick noted the OIG’s findings concerning problems with the Automated Export System
(AES).  “The report highlighted a limitation BIS faces in targeting and selecting meaningful
post-shipment verifications (PSVs) in Hong Kong due to the lack of sub-paragraph Export
Control Classification Number information in the Automated Export System,” he noted. 
McCormick said BIS intends to consult with the Census Bureau on this issue.

LAM Y BUILDS IN ONE-M ONTH BUFFER FOR DOHA DEAL DEADLINE

As many as four dozen trade ministers are expected to attend a meeting starting the week of
June 26 at the World Trade Organization (WTO) in Geneva with hopes of ironing out an agree-
ment on the key trade-liberalizing modalities or formulas in Doha Round talks on agriculture 
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and non-agriculture market access (NAMA).  In setting new deadlines for draft texts in mid-
June and the ministerial at the end of the month, WTO Director General Pascal Lamy has built
in a one-month safety valve to allow WTO members to reach key agreements before the end of
July, which is seen as the make-or-break deadline for saving the Doha Round from collapse.

With a new deadline in sight, jockeying among WTO members and interest groups
for a rhetorical advantage has intensified.  U.S. trade officials are publicly
emphasizing tariff cutting in the agriculture negotiations to put pressure on the
European Union (EU), while the EU stresses reductions in domestic support to
squeeze the U.S.  Twelve U.S. farm groups wrote to President Bush June 1 to
warn him that they would oppose any proposal to cut American farm supports
deeper than already proposed unless there was a commensurate increase in market
access abroad for U.S. agriculture.

Trade ministers from countries belonging to the Asia-Pacific Economic Cooperation (APEC)
forum met in Ho Chi Minh City, Vietnam, June 2 and issued a statement saying a “strong
market access result, among others, is a prerequisite for successful conclusion of this round.” 
They said they agreed on the need for effective cuts and disciplines on trade-distorting farm
supports and noted that market access in agriculture “lags behind” other parts of the negotia-
tions.  On NAMA, the APEC trade ministers agreed to pursue a Swiss Formula and said they
support “a formula with two ambitious coefficients applying to developed and developing
members, delivering real and meaningful market access improvements.”

DOHA ROUND IS MORE THAN AGRICULTURE AND INDUSTRIAL TARIFFS

While public and political attention has focused primarily on the agriculture and non-agricul-
ture market access (NAMA) elements of the Doha Round negotiations, nearly a dozen other
parts of the talks are still unresolved, and any of them could present last-minute roadblocks to
a final deal.  Progress in all these sectors has been stalled waiting for a breakthrough in the
farm and NAMA talks.  This has led many observers to voice concern that the delay may not
leave enough time for reaching comprehensive deals in these talks by the end of the year.

[EDITOR’S NOTE: This week, WTTL presents the first of a three-part series
examining the state of play for key Doha Round negotiations outside of agricul-
ture and NAMA.  WTTL’s correspondent in Geneva, R. Scott Billquist,, filed this
sector-by-sector analysis of the major problems and issues facing these talks.]

S E R V IC E S :  E ven  i f agreem ent  is  re ached  on  agricul ture  and  N AM A  m o d a l i ties  b y the  end  o f  June  o r  Ju ly,
the  co m p lex ity  of  serv ice s  ta lks  and  c l iff-hang ing  gam es  p layed  by mem b er  s ta tes  may resu lt  in  a  lea s t
am b it io us  o u tco m e in  se rv ices ,  so urces  in  G eneva  wa rn .  T im e is  the  key fac to r  now,  they  say.   U nlike
a gr ic ultu re  a nd  N A M A  w he re  a gre em e nt o n  a  fo rm ula  fo r  tra d e  l ib e ra liz a t io n  wo uld  o p en  the  w ay fo r
ind ivid ua l  co untry o ffe rs ,  se rv ices  ta lks  invo lve  a  long  and  ted ious task  which  req u ire s  co nsu l ta t ions with
no n-trad e  m inis t r ie s  in  ho m e cap i ta ls ,  the  d ra f t ing  o f  serv ice -by-se rv ice  o ffe rs ,  and  ne go t ia t ions with
co un tr ies  tha t  a re  req ues ting  ex tens ive  m arket  op en ing  in  serv ice s .

So m e 70  ini t ia l  o ffe rs  o f  serv ices  o p en ings have  been  sub m it ted  and  39  imp ro ved  o ffe rs .  
T he  cha irman  of  the  se rv ices  negot ia t ing  group  has  genera l ly  co nd em ned  the  o ffe r s
sub m itte d  so  fa r  as  b e ing  ina d eq ua te , so urc es  re p o rt .   “In  m any ca se s,  the y a re  w ell  b e lo w
the  leve l  o f  access  which  the  law  a lread y a l lows,”  says o ne  a t to rney in  G eneva  who  is
fo l lo wing  the  ta lks .  “T here  a re  many  count r ies  where  there  a ren’t  any pa r ticu la r  res tr ic t io ns
o n  the  sup p ly o f a  se rv ic e ,  b u t  the  c o untry ha sn’t  cho se n to  m ake  a  b ind ing  co m m itm e nt o n
it ,”  he  sa ys .   O ne  o f the  ro und ’s  o b je ct ive s is  to  b ind  curre nt  le ve ls  o f ac ce ss .   F o r  the  U .S .
and  E uro p ea n U nion (E U ),  im p ro ved  service s  o ffers  f rom  ad vanced  develop ing  co un tr ies ,
p a r t icu la r ly  Ind ia  and  B raz i l ,  a re  essen t ia l  to  any f ina l  D o ha  dea l .

A  m ajo r  conce rn  fo r  many  deve lop ing  co untr ies  is  the  lack  o f lega l  and  ad m in is tra t ive  s truc tures  to  regu-
la te  ne wly o p en  se rv ic e  se c to rs .   In  m any co untr ie s,  se rv ic es  ha ve  e ithe r  b ee n co n tro l le d  b y m o no p o lie s o r
the  go vernm ents  them se lve s .   “T he  p ro b lem  is  tha t  in  m any se rv ices  sec to rs ,  the  s i tua t ion  is  evo lving ,”
no tes  a  d ip lo m at  from  one  de ve lo p ing  co untry.   “In  o rde r  to  m ake  a  co m m itm ent ,  the  co untry wo uld  want
to  m ake  sure  i t  kno ws exac t ly  ho w i t  wants  to  regu la te  a  sec to r .   I f  i t’s  s t i l l  no t  exac t ly  su re  ab o ut  wha t  i t
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will  d o ,  then  i t  wil l  no t und er take  a  co mm itm ent,”  he  ad ds .   “T he  ga in  fo r  tho se  who  want access  in  te rm s
of  p red ic tab i l i ty  wou ld  be  m uch sma lle r  than the  lo s s to  the  coun try in  te rms  o f the  need  to  r egula te  a
sec to r  in  wh ich  the  coun try s t i l l  doesn’t  know how to  do  th ings ,”  the  d ip lom at a sse r ts .   “T he  f inanc ia l
serv ice s  sec to r ,  fo r  ins tance ,  is  cha ng ing  everywhere ,”  he  s ta tes .

E ven if  countr ie s  can  mee t a ll  the  dead l ines fo r  ag reemen ts  to  op en  spec ific  se rv ices
se cto rs ,  a  f ina l b a t t le  s t i l l  lo o m s o ve r ho w  to  ad d re ss  l ib e ra liz a t io n  in  wha t is  ca lle d  M o d e
4  o f  the  se rv ices  ta lks ,  the  m o vem ent  o f  ind ivid ua ls  ac ro ss  b o rd ers  to  pe rfo rm  se rv ices .  
C o untr ies  tha t  have  ex tens ive  ex-p a tr io t  wo rk  fo rces , such  as  Ind ia ,  want  to  see  the  eas ing
o f  res t r ic t ions o n  fo re ign  wo rkers ,  bu t  deve lop ed  co untr ies ,  such  as  the  U .S .  and  tho se  in
the  E uro p ean  U nion ,  face  s t ro ng  po l i tica l  op p o si t ion  a t  ho m e to  a  t rad e  agreem ent  tha t  is
seen a s  d ic ta t ing  na t io na l  im m igra t io n  p o lic ies .

“C o u ntr ie s wil l  ha ve  to  ha ve  the ir  re vise d  o ffe rs  o n  the  ta b le  b y Ju ly 3 1 ,”  the  c ha irm a n o f se rv ic es  ne go -
t ia t io ns , A m b assad o r  Fernand o  de  M ateo  of  M exico ,  to ld  W T T L.   “T he  b e t te r  the  resu lts  in  A g and
N A M A , the  b e tte r  the  se rv ic es  o ffe rs  wil l  b e ,”  he  a d d ed .   R e ce nt  im p o r ta nt  ne go tia ting  ac tiv i ty  is  re p o rte d ,
inc lud ing  co nsu lta t io ns  b e tween  W T O  nego tia to rs  and  au tho r it ies  and  regu la to rs  in  the ir  hom e co un-
tr ies .   T he  Ju ly 31  de ad line  wil l  be  fo l lo wed  by  two  m o nths  o f nego tia t io ns  a f te r  an  Augus t  recess.   T he
next  de ad line  is  o n  O cto b er  31 ,  when  f ina l  sched ules  o f  co m m itm ents  have  to  be  tab led .    T here  is  eno ugh
tim e  to  im p rove  o ffe rs  on  m arke t  access  in  June  and  aga in  in  Sep tem b er  and  O cto b er ,  fo l lo wed  by  any
re vis io n ,  b u t  se rv ic es  ne go tia tio ns  a re  re so urc e  in te nsive , d e  M a te o  sa id .

T R IP s:  T a lks on  amend ing the  A greemen t on  T rade -R e la ted  In te llec tua l P rop e r ty R ights  (T R IP s)  face  a
d iff ic ult  d isp u te  b e tw ee n d eve lo p e d  a nd  d eve lo p ing  co untr ie s o ve r  ho w  to  d ea l with  the  C o n ve ntio n  o n
B iod ive rs i ty  (C B D ) and  so -ca l led  t rad i t io na l  kno wled ge .   A t  issue  is  the  e ffo r t  o f  deve lop ing  co untr ies  to
re ta in  r ights  to  d rug and  chemica l d iscove rie s  de r ived  from  ind igenous  fauna  and  flo ra  in  the ir  countr ie s
b ut  synthes ize d  and  develop ed  in  indus t r ia l  co unr ies .

B ra zi l  and  Ind ia  ha ve  un ite d  o n  a  d ra ft  p ro p o sa l to  am e nd  the  T R IP S  a gre em e nt to  inc lud e
e lem ents  o f  the  C B D  in i t .   T h is  p ro p o sa l  has  m o ved  the  deba te  “ to  a  d iffe ren t  leve l ,”  says
o ne  d ip lom at  fro m  a  deve lop ing  co untry.   W T O  D ep uty D irec to r-G enera l  Rufus  Y erkxa  wil l
ho ld  co nsu lta tio ns  o n  the  p ro p o sa l.   “W e ’re  go ing  to  se e  re ac tio ns  to  the  p ro p o sa l o n
T uesd ay,  June  6 ,”  the  d ip lom at  says.  

D iscussio ns a re  tak ing  p lace  a t  the  techn ica l  and  po l i tica l  leve l .   “T he  U .S .  ha s  ra ised  co ncerns o f  a
techn ica l na tu re  saying a  d isc losure  requ iremen t wou ld  be  imp rac tica l and  bu rdensom e ,”  one  d ip lom at
exp la ins .   “A t the  techn ica l  leve l ,  de ve lo p ing  co untr ies  say  they  have  m o ved  s ign ifican t ly  in  m o d era ting
the ir  amb it io ns  o n  the  d isc lo sure  requ i rem ent  to  m ee t  the  co ncerns  o f the  p harmaceut ica l  and  b io techno lo gy
industry inc lud ing o f  the  U .S . ,”  he  add s .  T he  U .S .  wou ld  p re fe r  to  have  the  issue  dea lt  w ith  a t  the  na tiona l
le ve l witho ut  m ult i la te ra l ru le s th ro ugh  a  co n tra c t-b a se d , p r iva te -se cto r  ap p ro a ch .   A cc o rd ing  to  o ne  d ip lo -
ma t ,  th is  approach doesn’t  so lve  the  issue  o f  b io -p iracy o f  gene tic  re sources.   T he  re su lt ing  in te llec tua l
p rop er ty co u ld  be  pa ten ted  in  the  d eve lo p ed  co untry,  which  wo uld  no  lo nger  be  in  the  ju r isd ic t io n  of  the
o rig ina t ing  co untry,  he  no tes .  

DRESSER DISCLOSES WORLD-WIDE EXPORT VIOLATIONS

Dresser, a major manufacturer of oil-industry equipment and services, and six of its overseas
subsidiaries have agreed to pay nearly $1.1 million in civil penalties as part of a settlement
with BIS based on the company’s self-disclosure of unlicensed exports to countries subject to
U.S. trade sanctions, including Iran, Iraq, Cuba, Sudan and Libya.  Dresser also made a self-
disclosure to Treasury’s Office of Foreign Assets Control (OFAC), and additional fines from
OFAC are expected.  A Dresser spokeswoman said the company launched its own investigation
of these exports after being alerted to potential violations by employees in its Dubai office.

Dresser hired an outside law firm to conduct an independent investigation of these allegations
and in 2005 submitted the full results of that audit to BIS and OFAC, the spokeswoman told
WTTL.  The law firm examined all Dresser operations around the world, she said.  The
uncovered violations date from 2000 to 2004 and include the time when Dresser was still part
of Halliburton.  Dresser also disclosed the internal investigation and its findings to the Secur-
ities and Exchange Commission.  In its report to the SEC, the firm said it has implemented “a 
comprehensive remedial program that is designed to prevent further unlawful transactions by
our foreign subsidiaries and branches, and unlawful facilitations by U.S. persons.”  The 
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company also reported that under a “recently adopted company-wide policy they will no longer
be permitted to accept new business (other than such business as they are contractually obli-
gated to undertake in compliance with U.S. laws) intended to or for Iran or Sudan.” 

Dresser said it has also reorganized its export compliance functions.  It has
created corporate officer position titled Executive Vice President, Ethics and
Compliance, which reports directly to the Chief Executive Officer and to the
Audit Committee. It also established the position of Corporate Export/Import
Compliance Director, reporting directly to the new Executive Vice President. 

The divisions and fines involved in the settlements were: Dresser ($110,000), Dresser
International ($6,600), DI Canada ($6,600), DI UK ($122,000), Dresser Europe ($19,800),
Dresser Instruments, SA, Mexico ($12,000), and Dresser Italia ($820,000).

M ANDELSON SEES STEP-BY-STEP PROGRESS IN U.S. -EU RELATIONS

EU Trade Commissioner Peter Mandelson has proposed including a statement on the importance
of an open transatlantic investment climate in the declaration that will come out of the June 21
U.S.-EU Summit in Vienna.  In light of the Dubai Ports World controversy, the investment
issue requires “careful handling,” Mandelson told European Parliament members May 31.  “This
should send a strong message to the U.S. Congress which is currently debating the [Sen. Rich-
ard] Shelby bill on the tightening of the Exon-Florio statute,” he said.  Mandelson reported that
the U.S. and EU have formed a “contact group” to address investment issues.

Mandelson said he disagreed with the recommendations from a European Parlia-
ment committee that called for a more visionary and strategic approach to
creating a barrier-free transatlantic market under the Transatlantic Partnership
Agreement.  “In my view, the EU-U.S. economic initiative has shown that we are
getting there step by step,” he said.  

“In reality there is no U.S. appetite, either in the administration or in Congress, for any ‘big-
bang’ EU-U.S. scheme,” Mandelson said in his prepared statement.  “On issues like investment
and public procurement, which you rightly identify as areas of enormous potential, the U.S. has
not, so far, shown interest to tackle bilateral barriers,” he report.

*  *  *  BRIEFS *  *  *

D E E M E D  E X P O R T S : B IS  in  M a y 3 1  F ed e ra l R e gis te r  fo rm a lly withd re w no tic e  o f p ro p o se d  ru le m aking  o n
deemed  expor ts  and ,  a s  expec ted ,  re s ta ted  i ts  curren t po l ic ie s  (see  W T T L ,  M ay 22 ,  page  1 ) .  

IP O D : E v en  A p p le  C o m p u te r  ha s jo ine d  p a ra d e  o f h igh-te ch  firm s tha t ha ve  tu rne d  to  S ec tio n  3 3 7  fo r
imp or t re l ie f.   I t  f i led  33 7  com pla in t a t  IT C  June  1  aga inst  a lleged ly unfa ir  imp or ts  o f  po r tab le  d ig ita l
m ed ia  p laye rs ,  nam ing  C rea tive  T ec hno lo gy o f S ingap o re  and  C rea tive  Lab s  o f C al ifo rnia  as  re spo nd en ts .

T R A D E  P E O P LE : Former  B IS  D epu ty Assis tan t Sec re ta ry fo r  Expo r t  E nfo rcemen t L isa  P rage r  has  switched
law f irms ,  m o ving  to  M ille r  &  C heva l ie r  from  D LA  P ip er  R ud nick  G ray C ary in  W ashing to n .

Washington Tariff &  Trade Letter M arks 25  Anniversaryth

With this issue of WTTL, we celebrate the 25  anniversary of its launch in June 1981.  This past quarter century hasth

seen major changes in U.S. trade policies, laws and international agreements.  From the Uruguay Round and NAFTA to

the end of the Cold War and the rise of terrorism, the terms have changed but the age-old debates over trade remain the

same.  We have been proud to be a witness and reporter of these events.  As we do annually when we mark the passing

of another year, we gratefully thank all of our subscribers, supporters, news sources and friends who’ve made these

years so rewarding, successful and fun.  We could not have done it without you.  
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