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ITAR Compliance for Aerospace and Defense Companies - 
Requirements, Risks, and ERP Strategy 

 

Executive Summary 
ITAR compliance is not just a regulatory requirement—it is a business control system. 

For aerospace, defense, and aviation organizations, failure to comply with ITAR (International 
Traffic in Arms Regulations) introduces significant financial, operational, and reputational 
risk. 

More importantly, many companies underestimate where ITAR risk actually lives: 

Not in policy documents—but in disconnected systems, uncontrolled data, and weak internal 
processes. 

This is where modern ERP systems play a critical role. 

 

What Is ITAR Compliance? 
The International Traffic in Arms Regulations (ITAR) governs the manufacture, export, 
temporary import, and transfer of defense-related: 

• Articles  

• Services  

• Technical data  

These are defined under the United States Munitions List (USML). 

Even companies that do not directly export products may still be subject to ITAR if they: 

• Handle controlled technical data  

• Service defense-related equipment  

• Support aerospace or defense supply chains  
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Why ITAR Compliance Matters for CFOs and Executives 
ITAR is not just a compliance issue—it is a valuation and governance issue. 

Key Risks of Non-Compliance 

• Civil and criminal penalties  

• Loss of government contracts  

• Debarment from defense work  

• Reputational damage  

• Reduced enterprise value  

 

Strategic Impact 
Organizations with strong ITAR compliance: 

• Are more attractive to buyers and investors  

• Can pursue defense contracts with confidence  

• Demonstrate operational maturity and control  

 

Bottom line: 

ITAR compliance directly impacts enterprise value, risk exposure, 
and growth potential. 

 

Who Must Comply with ITAR? 
You may be subject to ITAR if your organization operates in: 

• Aerospace manufacturing  
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• Defense contracting  

• Aviation MRO (Maintenance, Repair & Overhaul)  

• Aviation parts distribution  

• Engineering services involving controlled technical data  

If your business touches defense-related data—even indirectly—you should assume 
exposure until proven otherwise. 

 

Step-by-Step: How to Become ITAR Compliant 

1. Determine Jurisdiction 
Classify products and technical data to confirm if they fall under the USML. 

2. Register with DDTC 
Register with the Directorate of Defense Trade Controls if required. 

3. Appoint an Empowered Official 
Designate a U.S. person responsible for compliance decisions. 

4. Implement a Written Compliance Program 
Establish formal policies, procedures, and internal controls. 

5. Control Technical Data 
Restrict access to authorized U.S. persons and secure all controlled data. 

6. Apply for Export Licenses 
Obtain proper authorization before exporting controlled items or data. 

7. Maintain Records 
Retain documentation for at least five years. 

8. Conduct Training and Monitoring 
Perform regular audits and employee training. 
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The Hidden Risk: ITAR Compliance Without System Control 
Most organizations believe they are compliant because they have: 

• Policies  

• Training  

• Legal guidance  

But here’s the reality:  If your systems don’t enforce compliance, you don’t have control. 

 

Common Breakdown Points 
• ITAR data stored in shared drives or email  

• No access control tied to U.S. person restrictions  

• Lack of audit trails for data access and transfers  

• Manual tracking of compliance activities  

• Disconnected systems requiring reconciliation  

This is where compliance quietly fails. 

 

How ERP Systems Support ITAR Compliance 
A modern ERP system is not just financial software—it is a control framework. 

What ERP Enables 

• Role-based access control aligned with ITAR requirements  

• Audit trails for all transactions and data access  

• Centralized data management (eliminates shadow systems)  

• Document control and traceability  
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• Integrated operational and financial data  

 

Why This Matters 

ITAR compliance requires: Control, Visibility, & Traceability. 

ERP is the only system capable of delivering all three consistently and at scale. 

 

ITAR Compliance Checklist for CFOs 
Use this checklist to assess your organization’s exposure: 

• Have we classified all products and technical data?  

• Are we registered with DDTC and current on renewals?  

• Do we have a documented compliance program?  

• Is ITAR data properly segregated within our systems?  

• Are access controls aligned with U.S. person restrictions?  

• Do we maintain required records for at least five years?  

• Have we conducted an internal audit in the last 12 months?  

• Is our cybersecurity aligned with ITAR data protection requirements?  

• Do we have a violation disclosure process?  

• Would we pass an external compliance audit today?  

 

Real-World Scenario: Where ITAR Breaks Down 
An aviation parts distributor maintains controlled technical data in a shared drive outside their 
ERP. 

• Access is not restricted to U.S. persons  
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• No audit trail exists for document access  

• Data is emailed to vendors without tracking  

Result: 
The company unknowingly violates ITAR—without exporting a physical product. 

 This is not a policy failure. 

 This is a system control failure. 

 

Financial and Strategic Impact of ITAR Compliance 
Non-Compliance Costs 

• Fines and penalties  

• Legal exposure  

• Lost contracts  

• Operational disruption  

Compliance Benefits 

• Increased valuation  

• Stronger governance profile  

• Eligibility for defense contracts  

• Reduced operational risk  

CFO Insight: 
Compliance is not just cost avoidance—it is a strategic asset. 

 

Common ITAR Compliance Mistakes 
• Treating ITAR as a one-time registration  

• Relying on manual processes  
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• Storing controlled data outside core systems  

• Lack of internal audits  

• No system-level enforcement of access controls  

 

Final Thought: Compliance Is a System, Not a Document 
• ITAR compliance is not achieved through documentation alone. 

• It is achieved through operational control, system enforcement, and data integrity. 

 

 

 

FAQ: ITAR Compliance Explained 

Does ITAR apply if we don’t export products? 

Yes. Handling controlled technical data alone may trigger compliance requirements. 

What triggers ITAR compliance? 

Involvement with defense-related articles, services, or technical data listed on the USML. 

How does ITAR impact ERP systems? 

ERP systems must enforce access control, auditability, and data security for compliance. 

How often should ITAR audits occur? 

At least annually, with ongoing monitoring throughout the year. 
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