S. Hra. 98-189

OVERSIGHT OF TRADE ADJUSTMENT ASSISTANCE PROGRAMS AND
AUTHORIZATION OF APPROPRIATIONS FOR U.S. TRADE REPRE.
SENTATIVE, INTERNATIONAL TRADE COMMISSION, AND CUS-
TOMS SERVICE

HEARING

BEFORE THE

SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

NINETY-EIGHTH CONGRESS
FIRST SESSION

MARCH 17, 1983

Printed for the use of the Committee on Finance

&5

U.8. GOVERNMENT PRINTING OFFICE
21-4920 WASHINGTON : 1983

S36/-%¢



COMMITTEE ON FINANCE
ROBERT J. LOLE, Kansas, Chairman

BOB PACKWOOD, Oregon

WILLIAM V. ROTH, JRr., Delaware
JOHN C. DANFORTH, Missouri
JOHN H. CHAFEE, Rhode Island
JOHN HEINZ, Pennsylvania
MALCOLM WALLOP, Wyoming
DAVID DURENBERGER, Minnesota
WILLIAM L. ARMSTRONG, Colorado
STEVEN D. SYMMS, Idaho
CHARLES E. GRASSLEY, Iowa

RUSSELL B. LONG, Louisiana

LLOYD BENTSEN, Texas :

SPARK M. MATSUNAGA, Hawaii
DANIEL_PATRICK MOYNIHAN, New York
MAX BAUCUS, Montana

DAVID L. BOREN, Oklahoma

BILL BRADLEY, New Jersey

GEORGE J. MITCHELL, Maine

DAVID PRYOR, Arkansas

RoBeRrT E. LiGHTHIZER, Chief Counsel
MICHAEL STERN, Minority Staff Director

Suacommrms ON INTERNATIONAL TRADE
JOHN C. DANFORTH, Missouri, Chairman

WILLIAM V. ROTH, Jr., Delaware
JOHN H. CHAFEE, Rhode Island
JOHN HEINZ, Pennsylvania
MALCOLM WALLOP, Wyoming
WILLIAM L. ARMSTRONG, Colorado
CHARLES E. GRASSLEY, lowa

STEVEN D. SYMMS, Idaho

-- LLOYD BENTSEN, Texas
SPARK M. MATSUNAGA, Hawaii
DAVID L. BOREN, Oklahoma
BILL BRADLEY, New Jersey
GEORGE J. MITCHELL, Maine
DANIEL PATRICK MOYNIHAN, New York
MAX BAUCUS, Montana

arn
v



CONTENTS

ADMINISTRATION WITNESSES

Page

Whitfield, Dennis E., Assistant U.S. Trade Representative ........c...coccivmrvvericrnnene 2

Von Raab, William, Commissioner, U.S. Customs Service ..........cccoceceveerrrernesernenas 43

Eckes, Alfred, Chairman, U.S. International Trade Commission...........c.cccoeveurne 54
Kaiser, Joyce, Deputy Assistant Secretary, Employment and Training Admin-

istration, Department of Labor ...........cvccooiiiniiiinniiissnn 205
Ryter, Lyle, Assistant Secretary for Trade Adjustment Assistance, Depart-

MENE Of COMMETCE ......ccveivecrcriereieieiirieeeresenissiseteressessesessesinnesssessassassesaesssasennessrensensas 232

PUBLIC WITNESSES
AFL-CIO, Steve Koplan, legislative representative.............oeccceereriresenecerussrcerenns 219

Air Transport Association of America, James R. Gorson, director—facilitation 134
Gorson, James R., director—facilitation, Air Transport Association of Amer-

OB ..1eeuveverieirieiiieeresteeersesast ot esasestaerscaste e eart s raRbevats e s e e ba b es hs e e e beeaaae st e s beseaa s et e ebesanesheeae 134
Industrial Policy Council, Harold W. Williams, president...........ccc.cccecercvirecrvvnrannns 243
Koplan, Steve, legislative representative, AFL-CIO............ccccccverirerererririnrenceninn 219
National Treasury Employees Union, William Samuel, legislative liaison.......... 70
Samuel, William, legislative liaison, National Treasury Employees Union......... 70
Williams, Harold W., president, Industrial Policy Council.........c.cccoecvvverrniirineenes 243

ADDITIONAL INFORMATION
Committee press release.................... rereereerese e r s s e Rt e Rttt ere et e e ernserens 1
Opening statement of Senator Heinz 1
Prepared statement of Dennis E. Whitfield, Assistant U.S. Trade Representa- ]

BIVE 1ottt see e st st e e b st sa et e bbb e se e be e re e s an R s R b s rens
Prepared statement of William Von Raab, Commissioner, U.S. Customs Serv- 12

OB curvieerniirerirt et s e ste e r et eres e e e e ebe e e e e s e e s e R e b e b TR e et SRS esR SR e na s et e e R e e e b et e e et s
Questions from Senator Heinz to Commissioner Von Raab.......c.c.ccoeccveenvrivrernnee 48
Questions from Senator Bentsen to Commissioner Von Raab.......c.cococcerevvinennnnn. 52
Prepared statement of Alfred Eckes, Chairman, U.S. International Trade

COMMUSSION ....cvvvirrerrcieeieiairereiisies e seree e e et bersststo e tssesbssssaeberentassebantatasaresessasens 56
Prepared statement of Senator Lloyd Bentsen .........cccccceovvninireninnniiiininsincnnnns 67
Prepared statement of Senator George Mitchell .......cooovovvvvvinivnniecnncnnneinecsnnnnes 68
Prepared statement of the National Treasury Employees Union.........cocccevveennnne 74
Prepared statement of JAMES GOISON .......ccocveivverierernrnrirennersriinisesseseesssessssssssssaes 196
Prepared statement of Joyce KaiSer ............ccccoevvvvnnennvneersncceereecssessseraessinsnes 208
Prepared statement of Steve Koplan ... 220
Prepared statement of Lyle Ryter..........cccovicivriicmennnnisievenensesssnsessesesssssessssenes 235
Prepared statement of Harold W. WillIQms ........ccocevvierinvinniinrinnnnsiennnsnneessessresenns 244
Prepared statements of:

Mark W. Dumars, president, TACTEC Systems, Inc.......ccco.cccoovvrnvercrcnnicrnnnnne 307
Domenic Dipaola, managing director, Leathergoods, Handbags, Plastics &

Novelty Workers Union .........ccoeiievieiveciiniineciseininieeiissesassssesseresessssssssssonses 314

Daniel J. Fennel, secretary, Industrial Policy Council .........cccoovvrviicernnnnnnn 319

COMMUNICATIONS

Metzenbaum, Hon. Howard M., a U.S. Senator from Ohio 350

American Textile Machinery Association ........c.cc.cocevnvicnnene 373

U.S. Council for an Open World Economy... . 374

United Automobile, Aerospace & Agricultural Implement Workers of Amer- 276
OB cuveurereeereneientntst e e e et et et ebebe e b et et et e e eae b e se et et be e e b ese e oreeeasa s ne bt ea b e e et areas ek e e e st ebanens



OVERSIGHT OF TRADE ADJUSTMENT ASSIST-
ANCE PROGRAMS AND AUTHORIZATION OF
APPROPRIATIONS FOR U.S. TRADE REPRE-
SENTATIVE, INTERNATIONAL TRADE COMMIS-
SION, AND CUSTOMS SERVICE

THURSDAY, MARCH 17, 1983

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
CoMMITTEE ON FINANCE,
Washington, D.C.
The committee met, pursuant to notice, at 2:10 p.m., in room SD-
215, Dirksen Senate Office Building, Hon. John C. Danforth (chair-
man) presiding.
Present: Senators Danforth, Heinz, Long, and Bentsen.
[The press release announcing the hearing and the prepared
statement of Senator Heinz follows:] '

{Press Release No. 83-119)

~

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE SETS HEARING ON AUTHORIZATION
oF AprpROPRIATIONS FOR USTR, USITC, aNp CustoMs AND OVERSIGHT OF TRADE
ADJUSTMENT ASSISTANCE PROGRAMS FOR WORKERS AND FIRMS

Senator John C. Danforth (R., Mo.), Chairman of the Subcommittee on Interna-
tional Trade of the Committee on Finance announced today that the Subcommittee
will hold a hearing on Thursday, March 17, 1983 on:

The fiscal year 1984 Budget for the Customs Service.

The fiscal year 1984 Budget for the International Trade Commission.

The fiscal year 1984 Budget for the U.S. Trade Representative.

Senator Danforth announced that testimony would also be received on the worker
and firm adjustment assistance programs established under Title II of the Trade Act
of 1974 (P.L. 93-618). Senator Danforth noted that these programs are scheduled to
expire at the end of fiscal year 1983 and the President’s Budget proposal for fiscal
year 1984 does not contain a request for specific reauthorization of the 2prog'rams.

The hearing will commence at 2 p.m. in room SD-215 (formerly room 2221) of the
Dirksen Senate Office Building.

OPENING STATEMENT OF SENATOR JOHN HEINZ

Today the Committee begins, among other things, its consideration of the Trade
Adjustment Assistance programs for workers and firms. Since the authorization for
these programs expires at the end of the current fiscal year, it is important that the
Committee begin its review of them early in the year so that sufficient time will be
available to take up reauthorization legislation, such as that which Senator Moyni-
han and I have pro .

I am well aware that the Administration does not favor renewing the programs.
In fact, in the case of the assistance program for firms, it had proposed deferral of
tgetrgr?ainilng funds for this fiscal year. Fortunately, the House has disapproved
that deferral.

1)
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What I have difficulty understanding, Mr. Chairman, is why a program on its face
8o consistent with this Administration’s principles has aroused so much opposition.
Few Presidents have been as articulate and outspoken in defense of free trade as
President Reagan. That is a position most of us in the Congress also endorse. What
we have learned, however, and the President apparently has not, is that free trade
rapidly accelerates domestic economic change, a process which is leaving a growing
number of victims in its wake. Factories closed and workers laid off because of im-
ports abound. They are the victims of government policy, and the government has a
responsibility to them. That responsibility is not a welfare obligation but an adjust-
ment obligation. It is in their interest and ours to encourage retraining and reloca-
tion to new employment and to provide the necessary income maintenance while
that process is going on. Such a policy will facilitate industrial change by easing the
pain of transition caused by imports.

Not to have an adjustment program leaves our workers with nowhere to go but
the Congress and nothing to ask for but protection. And that is exactly what is hap-
pening in steel, in autos, and in many other industries. The only way to maintain a
policy of free trade is to couple it with a program that helps the victims of free
trade—an adjustment assistance policy.

That is why I cannot understand the Administration’s opposition to this program.
The program for workers has had its problems over the years; adjustment is not an
easy process under the best of circumstances. But that should be reason to improve
it, not destroy it. The program for firms, as we will learn today in testimony, has
been characterized by numerous individual successes. Many of them were small suc-
cesses, and nobody in this room read about them in the paper. But there are compa-
nies alive today, and workers employed today, solely because of what this program
has done. Yet the Administration would cut even this modest $28 million program
off without a dime.

As I indicated, Senator Moynihan and I have introduced legislation to extend both
these programs. This hearing is the opening round in that effort. I hope our wit-
nesses will persuade the rest of the Committee not only of the merits of the pro-
grams but of the absolute necessity of continuing them if our free trade policy is to
survive,.

Senator DANFORTH. Mr. Whitfield, I understand you have a plane
to catch. I don’t know of any particular questions that members of
the committee would have for you, but in order to accommodate
your transportation problem, we will simply receive your state-
ment for the record. Then, any followup questions will be in writ-
ing.

Mr. WHitrFIELD. Thank you.

Senator DaNForTH. Thank you, sir.

[The prepared statement of Mr. Whitfield follows:]



3
TESTIMONY OF

DENNIS E. WHITFIELD

ASSISTANT U.S, TRADE REPRESENTATIVE
FOR ADMINISTRATION )

MR, CHAIRMAN, I AM PLEASED TO APPEAR BEFORE YOU TO PRESENT OUR
RESOURCE NEEDS FOR FISCAL YEAR 1984 AND TO RESPOND TO YOUR QUESTIONS.
WITH ME IS THE DIRECTOR OF OUR OFFICE OF MANAGEMENT, JOHN GIACOMINI,
THE DEPUTY GENERAL COUNSEL, MIKE HATHAWAY, AND OUR DIRECTOR OF
CONGRESSIONAL RELATIONS, BILL MARONI.

MR. CHAIRMAN, IN THE LAST SESSION OF CONGRESS OUR AUTHORIZATION
BILL FOR THIS FISCAL YEAR WAS PASSED. [ WISH TO THANK YOU AND YOUR
STAFF FOR YOUR ASSISTANCE IN THIS EFFORT.

THE BILL GAVE US THE AUTHORITY FOR AN ADDITIONAL DEPUTY UNITED
STATES TRADE REPRESENTATIVE. THIS MEANS THAT WE WILL HAVE TWO DEPUTIES
IN WASHINGTON AND ONE IN GENEVA, ONE OF THE DEPUTY POSITIONS IN
WASHINGTON WILL BE FILLED BY AMBASSADOR MICHAEL B. SMITH, WHO HAS BEEN
THE HEAD OF OUR‘GENEVA OFFICE FOR THE PAST THREE YEARS. HE WILL REPLACE
DAVID MACDONALD WHO HAS RESIGNED EFFECTIVE MARCH 31 AND WHO WILL RETURN
TO PRIVATE PRACTICE. THE BILL ALSO AUTHORIZED AN ADDITIONAL $1 MILLION
DOLLARS OVER OUR CURRENT APPROPRIA&ION OF $10.1 MILLION FOR FY 1983,
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AS YOU KNOW, WE SUBMITTED AN FY 1933 PAY SUPPLEMENTAL REQUEST

TO OMB FOR $409 THOUSAND DOLLARS. THIS HAS OMB’S FULL SUPPORT AND

[S INCLUDED IN THE FY 1984 PRESIDENTIAL BUDGET. OQUR PAY SUPPLEMENTAL
REQUEST IS NEEDED TO COVER THE 4% PAY RAISE, LIFTING OF THE PAY CAP,
AND MEDICARE CONTRIBUTIONS.

SINCE OUR APPEARANCE BEFORE THIS SUBCOMMITTEE AT LAST YEAR'S
BUDGET HEARINGS, WE HAVE REORGANIZED THE AGENCY AS ILLUSTRATED IN THE
ORGANIZATION CHART WHICH IS ATTACHED TO MY STATEMENT. WE HAVE CREATED
UNITS WHICH ARE RESPONSIBLE FOR U.S. TRADE POLICY TOWARD EUROPE AND
JAPAN, EAST/WEST AND NONMARKET ECONOMIES, AND WE HAVE PUT ADDITIONAL
EMPHASIS ON TRADE POLICY DEVELOPMENT AND COORDINATION WHICH INCLUDES
SERVICES AND INTERAGENCY COORDINATION. - THE CHART AGAIN REQUIRES
UPDATING WITH THE ADDITION OF A THIRD DEPUTY.

WE BELIEVE THAT THE ADDITION OF THE THIRD DEPUTY AND OUR
REORGANIZATION WILL MAKE THE BEST USE OF LIMITED PERSONNEL AND FUNDS
SO THAT WE CAN FULFILL OUR PRESIDENTIAL AND CONGRESSIONAL MANDATES.
AND, AS WE INDICATED LAST YEAR, WE ARE USING EVERY MEANS POSSIBLE TO

"INCREASE PRODUCTIVITY AND MANAGERIAL EFFECTIVENESS WITH THE RESOURCES
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WE HAVE BEEN GIVEN, IN THIS RESPECT I MIGHT ADD THAT SEVERAL WELCOMED
CHANGES IN USTR’S 1983 AUTHORIZATION WILL BE HELPFUL IN HOLDING DOWN

COSTS THIS YEAR. [N PARTICULAR, WE EXPECT THAT THE NEW PROVISION ALLOWING
FOR REIMBURSEMENT FOR CERTAIN TYPES OF fRAVEL WHICH WOULD POSSIBLY COST

US $30,000-$40,000 MORE, WILL ALLOW US TO ACCEPT SPEAKING INVITATIONS,

AS YOU ARE AWARE, TRAVEL IS ONE OF USTR’S SINGLE LARGEST EXPENDITURES,

AND OHE THAT BY THE NATURE OF THE AGENCY’S MANDATE IS DIFFICULT TO

REDUCE WITHOUT ADVERSELY AFFECTING THE UNITED STATES’ EFFECTIVENESS

IN INTERNATIONAL NEGOTIATIONS.

SINCE FY 1980, WE HAVE BEEN HELD TO 131 POSITIONS, COMPOSED
OF THO CEILINGS - 113 PERWANENT AND 18 TENPORARY POSITIONS. BEGIUNING
THIS FISCAL YEAR, WE ARE ALLOWED TO OPERATE UNDER ONE CEILING OF
131 PERMANENT POSITIONS OR WORKYEARS. WE WERE GIVEN TWO ADDITIONAL
WORKYEARS FOR THIS FISCAL YEAR ONLY, FOR SPECIAL INTERN/EXCHANGE
PROGRAMS, WHICH RAISED OUR TOTAL TO 133. BY HAVING ONE CEILING, THIS
WILL ALLOW US TO CREATE GREATER PERMANENCE FOR STAFF WHO ARE ESSENTIAL
T0 THE AGENCY. THIS WAS THE INTENT OF THE TRADE REORGANIZATION IN LATE
1979, 1 NIGHT ADD, HOWEVER, THIS “NO GROWTH” TREND MAY CONTINUE THROLG!

FY 1984 IN SPITE OF RISING WORKLOADS.
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TO SUPPLEMENT OUR PERMANENT STAFF AND TO HOLD DOWN PERSONNEL COSTS,

WE HAVE BEEN SUCCESSFUL IN ESTABLISHING A VOLUNTEER UNIVERSITY INTERN
PROGRAM. AT THIS TIME WE HAVE TWENTY STUDENTS, REPRESENTING NINE
UNIVERSITIES, WHO ASSIST WITH RESEARCH TASKS. ALSO, WE HAVE THREE
PROFESSIONAL-LEVEL VOLUNTEERS, LAST FISCAL YEAR WE ESTIMATE THAT THIS
PROGRAM SAVED US ABOUT $100,000. WE WERE ABLE TO EFFECT OTHER SAVINGS
BY ESTABLISHING A SPEEDY COMPUTER COMMUNICATIONS LINK WITH GENEVA, BY
REDUCING WEEKEND GUARD SERVICE, BY SHARING DATA RESOURCES, AND BY
ACQUIRING DETAILS FROM OTHER AGENCIES ON A NON-REIMBURSABLE BASIS.

FOR FISCAL YEAR 1984, WE ARE REQUESTING A BUDGET OF $11.647
MILLION WHICH IS $1.138 MILLION OR 117 OVER THE FY 1983 BASE LEVEL‘
BUDGET OF $10.509 MILLION. OUR REQUEST REPRESENTS A MAINTENANCE
BUDGET THAT WILL PARTIALLY OFFSET RISING UNCONTROLLABLE COSTS. FOR
EXAMPLE, $673 THOUSAND OR 59% OF QUR TOTAL REQUESTED INCREASE IS FOR
A RENT INCREASE INITIATED BY GSA. A SUMMARY OF OUR RESOURCE NEEDS

FOR FY 1984 IS ALSO ATTACHED TO THIS STATEMENT.

ANY REDUCTION OF THIS TOTAL REQUEST WILL SERIOUSLY AFFECT OUR
CAPABILITY TO DO THE JOB ASSIGNED TO US.



7
[ WISH TO ASSURE THE COMMITTEE THAT WE ARE CONTINUING TO EXERCISE

TIGHT CONTROLS OVER EXPENDITURES ESPECIALLY FOR OVERTIME, TRAVEL AND
PROCUREMENT. OUR SENIOR STAFF HAS A DIRECT ROLE IN THIS CONTROL

PROCESS.

MR. CHAIRMAN, WE BELIEVE THAT OUR REQUEST IS A VERY REASONABLE
ONE AND CONFORMS WITH THE NEED FOR NATIONAL BUDGET CONSTRAINTS EVEN
WITH RISING WORKLOADS. WITH THE REQUESTED RESOURCES, WE WILL BE ABLE
TO PURSUE THE ADMINISTRATION’S AND CONGRESS' COMMITTMENTS TO ECONOMIC

GROWTH AND STRENGTHENING THE NATION'S ECONOMY.
| WOULD BE PLEASED TO RESPOND TO YOUR QUESTIONS.

THANK YOU.
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Office of the U.S. Trade Representative
Summary and Description of Requirements by Object Class
(Dollar amount In thousands)

Appropriation: Salaries and Expenses

. . 1983 Appropriations 1984 Estimate Inc.{+) or Dec.(-) Emp.
Object Class Pos. Amount Pos . Amount Pos. Amount 12/31/82
11.1 Full-time
permanent positions.......... 115 $4,874 113 $4,903 -2 +29 112
11.3 Positions other than
full-time permanent........ 589 589 40
(10408, intermittents, part-time,
consultants, driver-messengers
for Geneva)
11.5 Other personnel compensation. 166 166 0
(overtime, differentials, SES
awards, merit increases)
11.8 Special personal services
PAYMENtS ... .ovreecccanscsas 904 905 +1
(reimbursable details)
Total personnel compens. 115 $6,533 I3 36,563 =7 30
12.1 Personnel benefits......... 695 699 +4
(health, retirement, insurance,
allowances)
21 Travel and transportation of
PErSONS...coeveecveorrsnns 813 : 876 +63
(travel, per diem, miscellaneous
expenses)
22 Transportation of things...... 10 36 +26

(transport of household and
personal effects to Geneva;
U.S. storage of goods)

USTR-62



Object Class (Continued) 1983

23.1 Standard level user charges...
(rent for office space in
Washington)

23.2 Communications, utilities

and other rent..............
(office and residence rents -
Geneva, utilities, Xerox,
telephone, postage, teletype,
computer time) .

24 Printing and reproduction.....
(federal register, stationery,
forms, reports)

25.1 Other services......ceveeeen.
(administrative support - Geneva,
personnel and vendor contracts and
office machine maintenance, tran-
scribing and translation services,
career development, language training,
clearances)

25.2 Representation...............

26 Supplies and materials.......
(office supplies, computer
expendables, supplies)

31 Equipment................ ...,
(office equipment D.C. and
Geneva, computer hardware
and software)

Total requirements.........

*includes pay supplemental of $409K

Appropriation 1984 Estimate . Inc.(+) or Dec.(-)
434 1,107 +673
695 - 950 +25%
107 156 +49
997 966 -(31)
60 60 0
119 160 +41
46 74 +28
$10,509¢* $11,647 +$1,138

USTR-63

JNs/AS/ING/1-31-83
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Senator DANFORTH. Now, Mr. Van Raab, you are next. You also
have a_transportation problem, I understand.

Mr. VAN RaasB. I've got to leave at 2:50, but Mr. DeAngelus is
{)_i'{epared to stay, the Deputy Commissioner, as long as you would
ike.

Senator DANFORTH. All right.

Mr. VAN RaaB. As a career member of the Customs Service, he
probably knows more than I do so you may be doing better with
him than you are with me.

Senator DANFoORTH. All right. Why don’t you go ahead, and then
you leave when you have to. Subsequent to your testimony, any
Senators who have opening statements can make their opening
statements. They will appear at the beginning of the proceeding as
far as the transcript is concerned and as far as the record is con-
cerned, and then we will proceed with the International Trade
Commission.

Mr. VAN RaAB. Thank you very much, Mr. Chairman. I have a
long opening statement which I would like to submit for the
record. And I have a shorter version which I would like to read,
unless, of course, you would like me to give a very short version.
And I think it would be helpful if I read my very short version.
| [Th]e prepared statement of Commissioner William Van Raab fol-
ows:
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U.S. CUSTOMS SERVICE
STATEMENT OF WILLIAM VON RAAB -
COMMISSIONER OF CUSTOMS =
FOR PRESENTATION TO THE SUBCOMMITTEE ON
INTERNATIONAL TRADE

Mr. Chairman and Members of the Committee, we appreciate
this opportunity to appear before you today to present the U.S.
Customs Service PY 1984 authorization request of $578,749,000
and 11,748 direct average positions.

Customs FPY 1984 authorization request represents a net
increase of $7,432,000 over the funds requested in FY 1983,
Included 1n"tho FY 1984 authorization request 1is $50,632,000 for
program enhancements and other initiatives, primarily in the law
enforcement area, $35,331,000 for increases necessary to maintain
current operating levels, and savings of $78,531,000.

The substantial savings _to be achieved in PY 1984, primarily
in the area of commercial activities, will result in increased
productivity, streamlined operations, organizational congolida-
tion, abolition of duplicative activities, ard the efficiencies
to be gained from the conversion of labor intensive functions to

more automated processing. 1In total, these actions will generate

reductions of 2,000 positions.
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MAJOR ACCOMPLISHMENTS

The Customs Service, as you probably know, was once the main
source of federal monies and still continues today to collect
significant revenues as well as assuming the responsibility for
interdicting drugs and other contraband seeking illegal entry
across our borders. Although the primary objective of the Tariff
Act is the protection of American industry, revenue collections
from its enforcement produced during FY 1982 a record level of
$10.0 billion, an increase of almost 10 percent_over the previous
year and representing a return of more than $1; for every
appropriated dollar spent by Customs in carrying out its respon-
sibilities. -

As usual, Customs also had a busy year processipg the
enormous volume of traffic and trade generated by the growing
international economy. The dedicated Customs workforce cleared
more than 300 million persons, 4.7 million merchandise entries,
and more than $257 billion in cargo entering the couwtry. "In
addition, more than 91 million vehicles, vessels, and aircraft
were processed. Projections for FY 1984 indicate renewed growth
and a continuing heavy workload in the future. By FY 1984, we
anticipate an increase of 7.3 percent for total persons arriving,
7.1 percent‘for carriers, and 9.0 percent for cargo processing.

As 1 stated on previous occasions, my efforts will be

directed toward strengthening Customs law enforcement programs.

21-492 O—83——2
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In FY 1982, many of these new programs were fully implemented and
were producing excellent results. I am proud to report that in
FY 1982 Customs seized $6.9 billion worth of street value-drugs
($1.7 billion in domestic whole sale). In terms of quality,
Custons seizures were 290 pounds of heroin; 11,150 pounds of
cocaine, 58,277 pounds of hashish; and, in conjunction with other
agencies, almost 4 million pounds of marijuana. I wish to call
your attention to the tremendous jump in cocaine seizures from
the 3,741 pounds in FY 1981. Many of our current enforcement
efforts were directed to cdhtrolling this drug and I believe
these results are a good indicator of Customs accomplishments.

Before discussing specific Customs programs and the
enhancements for which we are requesting funding, I believe it is
useful to fill you in on ouf current and future plans. My
initial goal for Customs was to raise law enforcement to our
highest priority. The nation faces two major and dangerous
problems- at its borders. 'The first is massive drug smuggling,
which has been with us for at lpast a generation and is now about
a $100 billion i{llegal industry. This past year, as part of the
Vice President's South Florida Task Porce, Customs successfully
concentrated its enforcement efforts in the South Florida area
where the major share of illegal narcotics activity is centered,
and huge sums of drug-related currency enter and leave the

country daily to finance this deadly international traffic.
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Secondly, in line with the President's call for closer
cooperation among Federal enforcement agencies, Customs has
become the lead agency in the Administration's program to block
the illegal transfer of critical and high-technology equipment to
Eastern~bloc countries, Customs Qperation EXODUS, a highly
effective detection and investigative effort, is deployed at
major ports throughout the country. 1In addition, Custonms is
developing new approaches for improving surveillances and the
cargo inspections directed at uncovering these illegal equipment
shipments.

While enforcement is a top priority, facilitation and
reducing the burden of Government involvement in international
trade are also goals of today's Customs Service. Facilitation of
passengers and cargo is a high priority. We do not believe
that every passenger, vehicle, piece of baggage, or cargo
shipment must be searched. Since the vast majority of Customs
transactions involve law abiding persons and firms, Customs
officers will be directing their primary attention to "high-risk"
passengers and cargo. I am convinced that effective enforcement
and efficient facilitation can go hand-in-hand, without
contradiction or without diminishing our law enforcement,

The enforcement effort is now well on its way to achieving at
least our initial objectives and I will continue to reinforce it

with resources as needed. At this time I am turning Customs
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attention on a high priority basis to the long-awaited and much
needed reform of commercial practices; in essence, how we
implement the tariff laws and how we process the vast quantity of
imported merchandise. »

Currently, we have identified numerous improvements which can
be implemented within the current legal environment. Several -
important commercial initiatives are on the drawing-boards and
the blueprints will be ready shortly.

If limited to several words to describe our plans for
commercial operations, I believe "centralization," “automation”
and "streamlining® would provide you with an accurate picture of
where we are heading, Centralization is a key to the new
system. In fact, it is almost upon us now, since only 20
locations process 70 percent of all formal entries. Under this
plan, entries would be processed in a central location. Although
entries will continue to be filed at the same ports as before, we
intend to introduce a more selective review processing. I
anticipate a noticeably faster turnaround at most locations.
Furthermore, centralization has several additional advantages.,
Automation is most cost-effective where large volume processing
is concerned. Also, appraisement will be more uniform, records
duplication will be minimized and, of course, administrative
overhead will be reduced. Full service to the public will

continue to be provided.
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Simplification of forms, paperwork, and procedures will
reinforce automation and help to speed up the cargo clearance
process. An approach we are exploring is for carriers to provide
Customs with direct access to their own automated inventory
gystems. We are revising procedures by eliminating much of the
paperwork previously required for containerized and other forms
of cargo, reducing transit time for some shipments by 24 hours.
And, we are looking at other possible innovations. 1In Houston,
we are testing a program wherein cargo is processed by teams of
inspectors using post-audit techniques. In Charleston, South
Carolina, we are testing a program which uses a fully automated
manifest inventory control system developed by the Charleston
Port Authority and the Charleston Customs district. 1In the
latter, we interface with the port authority's own Automated
Manifest System. Both systems seem to meet the needs of the
processing environment of some local ports.

We have underway a major project to consolidate our data
processing functions into a single computer environment. We feel
it will eventually permit us to dramatically improve Customs
import processing and implement new methods of collecting
duties. A major innovation to be used with this new computer is
the so-called Automated Broker Interface System which has been
successfully operating as a pilot project in Baltimore and

Philadelphia.
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I have gone into considerable detail on the projected
improvements in Customs commercial operations because of their
importance, your interest, and the long-~term needs of the inter-
national business community. Now that we have built the
.necessary law enforcement framework, we are turning our full
attention to the commercial "side of the business."

Finally, this budget continues our efforts to reduce the
overall cost of government business. Inefficient operations will
be replaced by apund management practices and systems. Excessive
overhead, as well as duplicative and marginal operations, have
been specifically targeted for elimination to p;ftially meet the
reduced resource levels reflected in this budget. We are
continuing to study other proposals to achieve resource savings
and improve operational performance, including possible Regional
and District reorganizations and, the introduction of less labor
intensive approaches to providing service and other means to
increase the percentage of entries that bypass import specialist
review,

INSPECTION AND CONTROL

Customs Inspection and Control programs include the
processing of persons and cargo, as well as the clearance of
carriers, for both revenue and enforcement purposes. Customs
efforts to balance the expeditious processing of persons and
goods will continue in FY 1984. Our objec;lve, considering the
resource reductions requested, is to achieve this balance in the
most econo;ical way possible while still maintaining full

service.
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To meet the challenge of a growing workload, we are, in the
normal course of our inspections, automating and implementing
increased selectivity in the handling of imported merchandise and
in passenger processing. Especially in the cargo processing
system, avery step, from manifesting to duty collection, is |
subject to time-saving, less resource-intensive procedures. With
regard to enforcement, selectivity is also the major instrument
of increased efficiency. Our special teams of inspectors,
equipped with detector dogs and the best possible intelligence
and analysis we can muster, are searching only high risk cargo.
These teams have already established significant cost-benefit
ratios with noteworthy narcotics seizures from cargo and
baggage. We intend to expand their use, expertise,
and the equipment available to them.

Passenger Processing

Customs processed more than 300 million persons entering the
United States in fiscal 1982, of which almost 30 million were air
passengers. Although air passengers constitute only about 10
éercent of the total number of persons entering the country, they
require a higher than proportionate share of Customs resources
because of the constraints of time and space in their process-
ing. The problem is particularly acute because of the "peaking"
phenomenon at airports and the lag in expanding facilities to
meet the growing workload.

To meet these greater demands and insure that this rapidly

growing workload is efficiently accommodated, both in terms qf



20

facilitation and enforcement, Customs has developed new
approaches.

We are tailoring our processing systems to the physical
configuration and threat level of each airport and introducing a
system similar to the traditional Red/Green system generally used
at European Airports. Whatever form of Red/Green system is most
effective in a particular airport, that is the system we will
install. We anticipate implementation of a Red/Green processing
system at many of our major airports. Our basic operating
assumption is that the vast majority of passengers are honest and
can select the particular inspection needed. Different versions
of the Red/Green system are being tested in Houston and O'Hare
Airports. A Red/Green system is already operating at Miami
International Airport.and it-will be implemented at JFK in March
1983.

The enforcement aspects of passenger processing are being
reinforced by training inspectors in new observational tech-
niques, development of walk-through narcotic detection devices,
passport “"readers," and other similar innovations. Moreover,
these new techniques will be very useful in our special responsi-
bility of handling security and visitor procesélng for the Summer

Olympic Games in 1984 at Los Angeles.
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ol ics

Customs is requesting $3.6 million and 31 average positions
(staff-years) in FY 1984 to facilitate and protect the mény
foreign visitors expected to attend and participate in the Summer
Olympic Games in Los Angeles, It assuredly will be a great event
and Customs intends to do its part in seeing to it that no unex-
pected activities disrupt the Games.

Customs will be implementing an integrated operation
encompassing passenger and cargo processing, security and law
enforcement, including inspectors, patrol officers, special
agents, and intelligence specialists. All foreign visitors and
participants, aé well as the equipment they bring, will be
processed by Customs through various ports of entry. It is pro-
jected that the majority of visitors and equipment will arrive at
Los Angeles International Airport, although other major ports of
entry will be impacted as well. i

Customs concern is to insure that the additional workload
does not result in facilitation or security problems at Los
Angeles, or any other port. The security threat to the arriving
visitors, participants and inspection personnel is heightened
because of past world-wide attempts of international terrorist
groups to target events like the Olympics, bringing notoriety to
themselves and thelr causes, It is estimated that Los Angeles
will experience an additional 15-20 percent workload dur}ng the

normally heavy summer tourist season. Customs expects J.F.K.,
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San Francisco, Chicago, Miami, Honolulu and Houston to have 10-15
percent increases in passenger traffic.

Customs plans to provide sufficient manpower and equipment to
insure orderly passenger flow, with minimal delay, while main-
taining the best possible enforcement security. An additional
303 Customs officers will be detailed to impacted airports and
other locations. Communications and security capabilities will
be enhanced and helicopters will assist in surveillance opera-
tions., Our full range of security devices will be employed to
screen passengers so that no weapons or explosives enter the
country.

Cargo Processing

Application of selectivity procedures is ripe for the cargo
processing area. To accomplish this we are expanding existing
cargo selectivity and introducing full-scale antomatioh to cargo
processing systems. I would now like to discuss several syséems
which have been specifically designgg to facilitate the flow of
cargo while maintaining an effective enforcement.

In cargo processing, the most significant innovation has
been the expanded and enhanced Automated Cargo Clearance and
Enforcement Processing Technique (ACCEPT) system, Rigorous
gystem testing during FY 1982 showed that regulatory and enforce-
ment efforts could be improved and cargo expedited by intensively
examining only selected shipments identified by automated

intelligence as high risk.
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Customs ACCEPT efforts in FY 83 include conversion to a
central-site computer, and expansion to 10 major ports. At the
same time, a manual version of the system, previously developed
for use at small to medium-sized ports, will be installed at 12
additional locations. The enforcement aspects of ACCEPT were
also strengthened by its "marriage®™ to Customs Automated Cargo
Transaction Intelligence System (CACTIS) which provides
background data on each shipment.

In the future, ACCEPT is to be incorporated into a larger
automated commercial system, which will control processing of
cargo from its arrival at the docks or airports until release to
the importer. The system is currently in development on a
modular basis. Until that system can be implemented, expansion
of ACCEPT as a stand-alone system will continue at major ports.
In addition, a number of other initiatives will be pursued to
further streamline the entire cargo system,

Contraband Enforcement Teams

The new Contraband Enforcement Teams are reinforcing the
traditional inspectional routine. These Teams, ranging in size
from 2 to 20 officers, gather and disseminate intelligence
perform input document review and analysis and search suspect
cargo. Whenever violations are detected, merchandise, drugs,
contraband, and items in violation of currency reporting and
export laws_are seized. Team capabilities will be bolstered by
combining their search efforts for drugs in cargo with thcse of

the Canine Teams.
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TARIFF AND TRADE

Customs Tariff and Trade Program is responsible for
appraisement, classification, duty assessment and collection on
entries of imported merchandise, as mandated in the Tariff Act of
1930. Related and equally important functions include verifica-
tion of import statistics; administering national trade policy by
monitoring quotas, steel import restrictions, various trade
agreements; as well as enforcing merchandise admissibility for
over 40 other Federal agencies and 400 related laws.

We intend to reform and improve the full range of tariff and
trade operations and carefully review the current role of the
import specialist in the processing of entries. Our goal is to
reduce the burden on the importer, especially his costs of doing
business with Customs, while insuring that Customs maintains
required services as resources decline and the volume of
merchandise imports increases. These innovations are already
underway or are in the planning stage. I am including a brief
description of these innovations in order to give you some
measure of the depth and breath of the challenge we are facing
over the next two years.

Automation and Centralized Appraisement

Centralizing merchandise appraisement in fewer locations is
a major innovation for increasing productivity and maintaining
service with a reduced staff. Furthermore, centralization will

enhance planned automation, which can be cost-effective only when
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large volumes must be processed, and assist in implementing by-
pass and post-audit systems. These approaches are the core inno-
vations for this systen,

wWhatever the final configuration of duty assessment
locations, centralization does not mean an end to Custons
presence, nor any curtailment of our service to the public. The
ports not included in the centralized list are not being closed.
Inspectors and other Customs support staff will remain in every
port, only import specialists will be relocated.

Furthermore, entry papers will still be filed at the port of
arrival. Under centralization, these papers will simply be
processed at another location. The presence, or absence of an
import specialist at any particular port will not affect the
initial Customs review of these documents. Similarly,
centralization will not delay merchandise being released to
importers or entered into or withdrawn from either Foreign Trade
Zones or Customs bonded warehouses. These and all other Customs
activities at the port will proceed without disruption.

Maximizing Automation Capabilities

A corollary development to centralized appraisement is the
preparation of a fully integrated and automated data base to meet
Customs and trade community requirements for entry processing,
entry examination, cargo release, duty collection, and .
liquidation. Many of our current manual and automated entry

processing functibns have evolved as independent activities
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within the Customs Service and are not integrated into a single
system. The automated system, as we now envision it, will
interface the broker community, source data, and Customs
processing procedures,

Automated interface with the bfoker computers is a key
feature of the system. Currently, about sixty percent of the
entry summaries presented to Customs are prepared on broker
computers, that number is expected to grow to 75 percent by
1986, Customs views this as a unique opportunity for both the
trade and Customs to work together. Electronic interchange of
entry data between us has been successfully pilot tested for over
two years. By FY 1984, five Customs ports will be processing
eleven percent of Customs total entry summary workload by the
Automated Broker Interface (ABI). The continued expansion of ABI
will facilitate the implementation of Customs commitment for
streamlined processing and the development of a "paperless entry"
based on a post audit capability.

Selectivity criteria for both cargo examination and import
specialist review will be maintained in a common data base. The
system which will be fully operational in FY 1984, will be
capable of identifying the degree of review required by the
import gspecialist, Random sampling will maintain system

integrity.
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Finally, in these times of limited resources, each agency
involved with collecting funds must devise the most efficient
means for enhancing debt collections, cash management, and cash
flow. This goal is precisely what Customs is striving for in
this prsaram. Customs is exploring a variety of systems and is
testing new approachs for speeding up debt collections and cash
flow. In fact, new cash flow procedures will assure that
estimated duty payments will be in the bank within a day after
collection. Several proposals for improving debt collection are
under consideration, but at this time no decisions have been
reached., Commercial fraud teams also will be operating to insure
that evasion of duties is held to a minimum.

I believe these innovations, and perhaps others, will pay
increasing benefits in the future and will be the means for
eliminating unnecessary paperwork, simplifying processing
methods, and, best of all, making the importation of goods and
payments ofiduties a more businesslike operation,

TACTICAL INTERDICTION -

Customs Tactical Interdiction Program was organized to
detect and apprehend smugglers operating between the ports of
entry, generally those areas where a significant percentage of
- today's drug smuggling occurs. Custdﬁs maintains a highly mobile
land, sea, and air tactical enforcement force and tailored to
changing smuggling patterns. Customs tactical units have
introduced new operational approaches, equipment, and technology
to control ard reduce smuggler cptions for choosing the method,

time, and location for crossing our borders.
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Our principal tactical interdiction forces are stationed at
land, sea, and air ports of entry, and supported by airplanes,
helicopters, and boats. Primary emphasis, in the past several
years, has been the Southeast Border, where massive amounts of
drugs enter the country, and associated large flows of currency
enter and leave daily to finance this international drug
trafficking. Customs in cooperation with the Coast Guard and the
Drug Enforcement Administration, has implemented a series of
joint interdiction operations at these critical smuggling border
areas. As a result, during fiscal year 1982, seizures in
which Customs Tactical Interdiction Program was involved amounted
to more than $5 billion, or almost $5 million worth of contraband
per Officer,

This Administration is committed to fighting crime and we in
Customs are in a unique position to contribute since drugs have
become a major illegal and untaxed revenue source for crime
syndicates around the country. Internally, in order to insure a
more effective effort, I realigned the Customs fiel& enforcement
organization. Now, the various enforcement elements are working
together and our programs are integrated at all management
levels. )

Current Efforts

Customs Tactical Interdiction Program conducts a variety of
traditional enforcement operations such as surveillances,
patrols, intelligence-gathering, monitoring sensors,

examinations of passengers and crew members, special integrated
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enforcement efforts, and vessel .and aircraft searches. To combat
smuggling by vessels, the Customs Marine Interdiction Program
operates 110 boats, ranging in size from 14 to 57 feet and
stationed at 49 high-risk locations. A new marine module,
concept patterned after ihe success ful Patrol Air Program concept
and utilizing a command and control center, will be tested during
a 6-month trial scheduled for May 1983. A major facet of this
enhanced marine module will be a Servicewide plan for upgrading
the entire vessel fleet. Replacements in the flget will occur in
stages as resources are available. Exchange/sale provisions and
the traditional seizure/forfeiture routes will be used.

A major interdiction problem for the Marine Program is the
*mothership”, which is a’large fishing or ocean-going vessel
hovering offshore and unloading large amounts of mariiuana.

These "motherships®™ come from source areas with multi-ton
supplies of marijuana, and head either directly for the United
States or for rendezvous points where the marijuana is either
unloaded at cache sites or off-loaded to smaller boats for

runs to locations along the shoreline. Intelligence reports
indicate that large-scale smuggling by vessel, while still very
active in the southeast, is increasing along the West Coast,
Middle Atlantic, and New England coastal areas.

Some measure of the success of our efforts are the
outstanding seizures achieved. During FY 1982, the ﬁatine

Interdictidh Program was responsible for some 4,000 narcotics and

21-492 O—83——3
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non~narcotic seizures, which included 2,600 pounds of cocaine,
and in conjunction with the Coast Guard, over 3.3 million pounds
of marijuana, as well as 2,400 arrests.

A prime concern of the U.S. Customs Service has been the
effectiveness of our Air Interdiction Program as a deterrent
against the smuggling of narcotics and contraband by private air-
craft, a threat that has dramatically increased over the past
several years. In fiscal year 1981, the value of narcotics and
dangerous drugs seized in the Customs Air Program amounted to
$745 million=--an increase of 88 percent over 1980, and five fold
over 1979, Seizures during fiscal year 1982 are valued at over
$1.2 billion-~an increase of over 60 percent compared to the
previous year.

In an effort to most effectively respond to this serious
problem, Customs air operations use an up~-dated strategy. This
strategy, a "module” concept, is now in place in Florida. By
concentrating air personnel and equipment in a high-threat area
and using them in conformance with the new detection,
interception, and tracking strategy, it has been shown that
significant results can be achieved. 1In addition, because of
your continued interest in Customs achieving the most effective
air interdiction program, I have brought on a consultant to
review our current plans and approaches, and to provide us with

recommendations for developing the most up-to~-date air program.
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Customs has invested much of its air enforcement resources
to combat the smugglihg of narcotics and dangerous drugs into
Florida. These efforts were intensified in support of the Vice
President's Task Porce. Most gratifyingly, the present enforce-~
ment posture in Florida has deterred the flow of contraband.
However, as expected, continued intensive operations in Florida
and the assistance of Department of Defense equipment, now avail-
able because of the relaxed Posse Comitatus restrictions, are
forcing smugglers to shift operations to the Gulf and. Southwest
Borders. Also, I wigh to thank Chairman, Congressman Glenn L,
English, Committee on Government Operations, for outstanding
assistance in obtaining equipment by Customs in its interdiction
efforts,

A recent seizure in Santa Rosa, New Mexico lends strong
support to the reality of the shift in smuggling. Snugglers
attempted to airdrop 214 pounds of cocaine packed in duffel bags
from a private plane to confederates on the ground. Only the
timely intervention oi enforcement units prevented the drugs from
reaching their destination.

In order to meet this threat, we have requested $18.3 million
for a complete air module for operational use at other critical
alr smuggling locations. Recently, because of the easing of

POSSE COMITATUS restrictions and w@th the invaluable assistance
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of Congressional Committees, we have held discussions with the
Defense Department which may lead to the loan of a number of
aircraft and other air interdiction equipment. This option,
should it materialize, will provide us with an alternative
national air interdiction capability. We will keep the Committee
informed as these discussions with the Defense Department
continue.

INVESTIGATIONS

The Customs Service investigates violations of Customs and
related laws. Included in this broad mandate are currency,
neutrality, fraud, organized crime, white collar crime, smuggl-
ing, cargo theft, and wildlife violations. In accomplishing
these investigative tasks, during the past year, several major
enforcement objectives were emphasized.

Operation El Dorado

Qur 1qvestigative attack on criminal organizations under the
provisions of the Bank Secrecy Act and through their financial
transactions, Operation El Dorado, has paid excellent dividends
in terms of its impact on the largest smuggling groups operating
in this country. Using multi-agency investigative and prosecu--
torial teams, Operation El Dorado operates under the leadership

of the local U.S. Attorney. It 1is currently active in Miami,
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Los Angeles, Houston and New York - cities with large-scale
currency movements and in the forefront of top-level drug
trafficking and money laundering.

Our Treasury Financial Law Enforcement Center (TFLEC) which
came into full operation in January 1932, is supporting the
nationwide Operation El Dorado and Operation Greenback, our south
Florida version, which also includes IRS, DEA, and the Office of
the U.S. Attorney. The Center is analyzing financial
characteristics of criminal markets and assisting in developing
useable strategies for exploiting criminal financial business
practices. Needless to say, the Center also is the source of
tailored intelligence, both domestic and foreign, developed and
adapted for the investigative field units.

On a national basis, Operation El Dorado resulted in the
indictment of 197 individuals, and over $30 million in currency
has been seized. While civil penalties under the currency
penalty provisions exceed $33 million, the related jeopardy tax
assessments by IRS against these criminals exceeds $112 million.
Recoveries realized by the Government through this initiative far
exceed its costs, Customs is planing for the expansion of
Operation El Dorado to Philadelphia and Chicago. New task forces
will be formed in other cities as criminal cash flow and/or
laundering activities are identified.

Operation Exodus

Operation Exodus was established during FY 1982, Seizures

at numerous ports of aircraft parts, communications electronic
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equipment, computer parts, classified defense items, and lasers
indicate the extent and complexity of the problems Customs
confronts. In addition, and equally serious, is the illegal
transmission of technical data on research, development, and
manu facturing. Our job is not only to detect ;hese shipments,
but also to punish the individual violators; and ultimately, if
we are to be successful, discourage these shadowy activities of
domestic manufacturers, overseas intermediaries, and foreign
operatives. To meet these objectives, the wholehearted support
of American industry is required.

The $10 million expansicn requested in FY 1984 will permit
Customs to respond to the sophisticated tactics of the
violators. 1In addition to equipment, the funds will allow
Customs to implement wide-ranging operations, directed to
specific products,khanufacturers, and geographic locations. The
sophisticated equipment will become the means for conducting
long-range investigations, serving as the basis for strong
criminal cases and raising the prosecution‘and conviction rate
against top-level violators.

By the end of FY 1982, Exodus had accounted for 765
seizures, valued at $55 million, of critical technology. Some
150 violators were arrested and currently 45 indictments are
pending.

Operation Florida
I am proud to inform you of the excellent response by the

entire Customs Service to the President's call to form a

multi-agency task force for controlling the flow of drugs into
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this country through southern Florida. Working on a priority
basis, all functional groups contributed to the planning and
implementation of Operation Florida, which moved into its
operational phase in March 1982, Customs contribution of Special
Agents, Tactical Interdiction Officers, Inspectors, and support
personnel represented about 80 percent of the staffing strength
of the entire operation. By all accounts, Operation Florida has
successfully disrupted and deterred major smuggling activities
along the Florida coast, particularly those involving private
aircraft.

To date, Customs personnel assigned to the Task Force have
provided a concentrated and aggressive interdiction effort.
Intensive investigations have resulted in the disruption and
successful prosecution of major drug smuggling leaders,
Operation Florida has produced more than 800 arrests and almost
3,000 pounds of cocaine seized.

Presidential Drug Task Force Initiative

Responding to the gréwing crime problem, a Presidential Drug
Task Force initiative was established this year and is now being
implemented throughout the country. Initgally, Drug Task Forces
will be operating at 12 high crime locations. Customs will
participate with other Federal Law Enforcement Agencies in these
task forces. As now envisioned, Customs will primarily conduct
financial, internal conspiracy and interdiction/smuggling

investigations. The financial investigations will focus on

large-gscale smuggling groups responsible for the laundering of
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large sums of money. We are requesting $15,881,000 and 225
average positions (special agents and support persconnel) to join
with other Federal Agencies in assuring the success of this
initiative, which we believe is required to meet this President's
goal of disrupting organized crime tﬁroughout the country. The
requested FY 1984 funds will permit continued expansion of the

program. _

Drug Interdiction

The primary operational activities of these cityﬂTask Forces
will not be directed to preventing the illegal importation of
dangerous substances across our borders. However, based on
Customs recent erperience in the Operation Florida Task Force,
drug interdiction can be successfully integrated into the '
operational approach. Operation Florida was an outstaﬁdiug
example of a successful approach to the problems of {llegal
importation of dangerous substance. Although the emphasis of the
twelve Task Forces is critical and essential to the fight against
narcotics related crime, we feel that more must be done along the
lines of the Florida apprnhach in order to fulfill our mission of
preventing illegal importations and to round out an overall
effuective narcotics enforcement program.>

Fraud Emphasis”

Over the past year, Customs has recorded several major
accomplishments in the difficult areas of civil and criminal
fraud. Our Special Agents were successful in two highly
publicized Volkswagen and Mitsui cases, which resulted in

$37,500,000 collected for the Government. During the past year,
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the Praud Program réturned over $54 million in revenues that
wQuld have been otherwise lost to the Government., Looking to FY
1984, we hope to build on past successés, targeting major civil
and criminal violations =-- with an end-product of high-level
arrvests and a return of multi-million dollar revenues lost to the

Government,

INTERNATIONAL COOPERATION

Customs is very active in the international arena and is
committed to improving enforcement against international drug
traffickers and the facilitation and standardization of
international trade and travel. During the past decade, an
international system of nomenclature for international trade has
been our goal. Under the auspices of the Harmonized System
Committee of the Customs Cooperation Council, we have undertaken,
in response to private business and government interests, the
development of a compatible int@rnational classification for
Customs tariffs, international trade Ptatistics, and the
facilitation of goods.

Our reorganized international operations, now integrated
under a single International Affairs Office, has been active in
the areas of technical assistance, the Customs Cooperation
Council (ccC), and éustoms bilateral agreements. For several
years, Customs has provided technical assistance and training, on
a reimbursable basis, to foreign governments in cooperation with

the Department of State. Jamaica, Haiti, Liberia, Jordan, and
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Saudi Arabia are recent examples of assistance in enhancing or
modernizing of their Services. We are planning to expand both
technical assistance, particularly in the areas of trade policy,
and in enforcement training. An increasing emphasis is now
directed to providing valuation train.ng to developing countries,
which should assist American exports.

Our participation in the work of the CCC as well as the
implementation of Customs bilateral agreements has brought
tangible benefits to both American business and international
trade. Customs enjoys close bilateral ties with foreign Customs
administrations important to our trade and border drug interdic-
tion. 1In some cases, we have negotiated formal Customs assis-
tance agreements with key countries in order to institute a
formal base of assistance. Currently, we have assistance
agreements with Austria, Prance, Germany and Mexico. Considera-
tion is being given to additional agreements with Italy, Spain,
Canada, Japan, Great Britain, and the European community. In this
vein of international cooperation, we have submitted the Ryoto .
Convention to the Senate for their approval. This convention,
which would siaplify customs entry procedures internationally,
has been signed by many countries, If our participation is
ratified, it will augment our position as a leader and innovator
among the nations of the world.

RESEARCH AND DEVELOPMENT

I would like to take a moment to provide you with a brief

description of Customs research and development efforts, which 1
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believe are essential for effective enforcement operations
agaith today's sophisticated smuggler and the highly complex
technical problems encountered in our other activities. 1In
support of the obviously long-term needs for developing new
technical applications, Customs is requesting in FY 1984
authorization for no-year funding for its R&D activities.

Modern technology is needed to improve the effectiveness of
our interdiction and investigative efforts; to facilitate the
flow of passengers, cargo and conveyances; and to improve
productivity by reducing costs and introducing new work methods.
It is the responsibility of our Research and Development Program
to introduce new applications of modern technology by developing
equipment for meeting unique needs, by identifying commercial
military equipment useful to our mission, and by assisting field
personnel in the use;qf this equipment.

Significant benefits will accrue in enforcement and
facilitation from the new airport system for automatically
reading U.S. passports and its automatic referral to available
violator data bases. We are working with the Immigration and
Naturalization Service and the State Department on developing
these passport readers. At the land borders a similar system for
license plates of arriving vehicles is in development. Detecting
narcotics in vehicles and passengers will increase, we believe,
as a result of our present R&D efforts to apply gamma radiation
in hand-held detectors. Technical improvements in our cargo

screening also are in development. v&bor detectors inst lled in
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walk-through configurations at airports should provide similar
assistance to passenger processing. Oper§iion EXODUS will
benefit from new tagging systems to detecting unlicensed
exportations of critical technology and from tracking systems to
monitor the location of unauthorized shipments. 1In addition,
several important projects are directed toward improving our
detection of incoming smuggler aircraft more efficiently.
CONCLUSION

In closing, I wish to reiterate that Customs basic mission
is the collection of revenue and enforcement of Customs and
related laws. Customs must fulfill this mission in a dynamic
environment, important elements of which include the traveling
public, the trade community, American business and the general
public. The activities of Customs in fulfilling its
responsibilities call for increasingly sophisticated operational
and enforcement techniques and the application of a wide variety
of skills and disciplines.

Consistent with Administration determination to crack down
on crime and strengthen the economy, Customs will play an
increasingly important role. 1In FY 1982, Customs began a series
of new law enforcement initiatives and strengthened all its
ongoing programs. To increase effectiveness, additional
resources were allocated to law enforcement programs and new
approaches were developed and implemented to meet specific

problems. My goal this year, Fiscal Year 1983, is to "fine tune"
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the operations of the law enforcement programs and bolster their
capabilities as new opportunities for effective action occurs.
In essence, we will support successful programs and cutback on
those that are not productive.

Fhrthermore, in Fiscal Year 1983, Customs will begin a major
reform of its commercial processing of merchandise and introduce
administrative 1mpro§emencs in its programs and organizational
structure. Wherever possible, we intend to introduce more B
efficient and selectiY}«approaches, paking full use of automa-
tion, reduced paperwork and rapid prbcessing techniques. As I
described these efforts earlier, we will be working clo#ely with
the importing community to insure that the final operating sysiem
meets their needs. Similarly, we will be introducing gfficien-
cies in administrative support throughout Customs. Streamlined
administrative support for operational programs is our goal. We
are currently reviewing all administrative functions in order to
eliminate excessive overhead and duplicative activities.

I believe the strategy presented here is the direction in

which Customs must move today and in the future. Current indica-

" tions are that drug seizures will increase and major trafficking

will be disrupted. Our fraud efforts will assure increasing

" revenues. As to our efforts to protect the national security,

illegal exports of critical technology to Eastern bloc countries

must be cutback sufficiently so they are no longer a threat.

_ Overall productivity and efficiency will increase as paperwork is

reduced. We believe the systems already implemeted and on the

drawing boards will improve passenger and cargo processing.
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1 have presented an extensive blueprint of improvements we
initiated last year or will be implementing this year. 1In
(;3201984.—wo should begin to see the completion of these efforts.
Many of these innovations will be fully operating and producing
successful results by next yecr. 1 will be working with the
Congress on ways for Customs to do a better job. At times, I
will be proginting new approaches and proposals for reorganizing
our flield structure or for consolidating various functions.
Efficiency, economy, and increased productivity will be the key
objectives in determining these reorganizations.
Although-Customs is reducing its overall workforce, I still
intend to make real progress on achieving my priorities of
maintaining a strong enforcement posture, improved cost-
effectiveness, better service, and providing the American public
with a modernized Customs Service.
® This concludes my introductory statement. We are available
to disc?sa the details of the request and answer your questions

and those of the Subcommittee Members.
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STATEMENT OF WILLIAM VAN RAAB, COMMISSIONER, U.S.
CUSTOMS SERVICE .

Mr. VAN Raas. Mr. Chairman and members of the committee,
we appreciate this opportunity to appear before you today to
present the U.S. Customs Service fiscal 1984 appropriation request
of $578,749,000, and 11,748 direct average positions.

Customs fiscal year 1984 authorization request represents a net
increase of $7,432,000 over the funds requested in fiscal year 1983.
Included in the fiscal year 1984 request is $50,630,000 for program
enhancements and other initiatives, primarily in the law enforce-
ment areas, $35,331,000 for increase necessary to maintain current
operations levels, and savings of over $78 million.

The substantial savings to be achieved in fiscal 1984 primarily in
the area of commercial activities will result from increased produc-
tivity, streamlined and consolidated organizational structures, abo-
lition of overlapping functions, and efficiencies obtained from auto-
mated processing. In total, these actions will generate a reduction
of 2,000 positions. ’

I have stressed as a common theme in my efforts as Commission-
er of Customs that increased law enforcement and facilitation of
passengers and cargo can go hand in hand. In stressing law en-
forcement as a top priority, we implemented or expanded a number
of Customs programs. Financial investigations, which are an effec-
tive way to crush the hierarchy of a criminal organization, were
formalized under Operation El Dorado. As a matter of fact, a
member of your committee, Senator Roth, held hearings in which
we explained some of our activities in this area in some detail just
yesterday.

Fraud investigations were redesigned to target primarily major
violators. But as notable were our accomplishments in these areas,
our greatest effort and success was in two programs essential to
our national security—Operation Florida and Operation Exodus.

Operation Florida is a multiagency task force approach imple-
mented in March of 1982, wherein some 250 Customs enforcement
officers were detailed to south Florida. A full air module and other
equipment were also deployed to put a stop to the growing smug-
gling by private aircraft. To date, Operation Florida has recorded
more than 1,000 arrests and seized 3,800 pounds of cocaine.

The Customs Service continues to work with Senator DeConcini,
Congressman English, and the Subcommittee on Government Infor-
mation, Justice and Agriculture to explore ways in which we may
further utilize the recently relaxed Posse Comitatus Act in our in-
terdiction efforts. We appreciate the efforts of all of these people as
well as the Department of Defense.

Operation Exodus is the Customs Service response to this admin-
istration’s desire to protect our Nation’s critical technology. Mr.
Chairman, I can state unequivocally that Operation Exodus has
been tremendously effective. During the past year, we concentrated
on the first of three stages of implementation by establishing an
export inspection presence at the border. The second stage of the
program by increasing Customs focus on investigations and intelli-
gence regarding violations of the Export Administration Act, and
the Munitions Control Act, and we are moving rapidly to imple-
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ment stage three by increasing foreign conspiracy investigations
through the Customs attachés already located abroad.

During 1982, we effectively established the Customs’ presence at
the border at 12 key locations. And recently we have expanded the
program to include all major ports nationwide. I should like to
stress, Mr. Chairman, that the majority of funds we are requesting
for this program are earmarked for investigations and intelligence
gathering. This stage of Operation Exodus is critical because with-
out intelligence, our inspectional team will be operating with only
limited information and will not be able to operate as effectively.

Also in the law enforcement area we have taken great strides
toward breaking the financial infrastructures of major money laun-
dering operations. Many of these operations are directly related to
narcotics smuggling, and we have found that by approaching them
through their bank accounts we are able to get closer to the core of
the organization, and therefore cripple it much worse.

As you might gather, in fiscal 1982 I focused much of our effort
on increasing the enforcement mission of the Customs Service. But
during this time in which we were gaining enforcement momen-
tum, I was gathering the best data processing minds in Customs to
begin work on one of the most energetic commercial processing ini-

tiatives ever attempted by us.

- The product of this energy will be a completely refashioned state
of the art information system. We call it the automated commer-
cial system, and it will form the skeletal framework for the way
Customs processes imported cargo and collects duty for years to
come. Duty which amounted to over $10 billion in 1982.

I will comment that this exercise is a personal responsibility of
mine and is being run by a small committee over which I have
direct personal control. If it succeeds, I will claim the success. If it
fails, it will be a personal one.

One of the first reforms we will be undertaking is the centraliza-
tion of our appraisement centers. This can be accomplished within
the current legal framework, and based on our past experiences, it
will have no economic impact on the local importing communities.
Currently there are 65 appraisement centers around the country.
Of this, however, only 20 locations—or roughly 30 percent—process
70 percent of all formal entries filed.

Besides the obvious data processing advantages we will gain, the
centralization of these appraisement centers will mean other sig-
nificant benefits to the importing community. Namely, a higher
degree of uniform application of the law, and a greater interchange
of ideas between employees who would otherwise be virtually iso-
lated from one another.

The one common denominator of many of the problems which we
are attemptingoto rectify is paper. Literally tons of pa%er that are
wasting time both with Customs’ employees and with brokers and
importers as well.

n intensive effort is currently underway to simplify Customs’
forms, reduce paperwork and streamline numerous procedures. We
are working on new bond procedures which will reduce the number
of forms required from approximately 50 down to 1. We are also
redesigning the entry summary form which will also incorporate a
number of forms into one. As a matter of fact, I spent almost my
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entire morning trying to bring that form down to a manageable
size.

We are also testing a model seaport cargo processing concept at
the port of Houston, as well as a similar program in Charleston,
S.C. The new procedures and reduced paperwork embodied in these
programs will probably result in significant cost savings for indus-
try.

Another major innovation made possible by computerization and
which will fit nicely with the Houston and Charleston programs is
the so-called automated broker interface system, which has already
been successfully operating as a pilot project in Baltimore and
Philadelphia. This system, which has met with favorable response
from the brokerage community, permits direct communication with
Customs’ automated systems. Thereby, eliminating excess paper-
work, messenger delays, and duplication of data input effort. We
plan to have this system fully operational at no less than five loca-
tions by October of this year. :

In summary, then, the Customs Service is coming off of an im-
mensely successful 1982, which included significant increases in
drug seizures and major initiatives in areas both familiar and new
to Customs’ officers. The men and women of Customs, we believe,
have proven that enforcement can indeed go hand in hand with fa-
cilitation, and I plan to continue this theme in the coming year.

In the past year we have entered into agreements with our Cana-
dian neighbors to help facilitate cargo and passenger traffic be-
tween our countries. We have reduced the form requirements by
. quantum amounts. Most important, we have shown that relaxed
examination standards do not necessarily mean decreased enforce-
ment results.

I look forward to continued success in 1983 and 1984 from our
enforcement initiatives such as Operation Exodus and El Dorado,
our inspection initiatives, such as red/green passenger processing,
and selective cargo examination, and our commercial initiatives,
such as the automated commercial system and paperwork reduc-
tion.

To the extent possible, then, we do not intend to search every
passenger, every vehicle, every piece of baggage or every cargo
" shipment—only those deemed high risk. But to insure the integrity
of all of our efforts toward these many goals, Customs will main-
tain close control through our Office of Internal Affairs.

Finally, I want to reiterate that I will continue my efforts to seek
every way possible to reduce the administrative excesses which in-
evitably build up and then continue to exist in any bureaucracy.
And I will be ever vigilant in reducing Government’s grip on the
day-to-day business and affairs of the general and importing public.
In fact, I have sent letters to Chairman Roybal and the other con-
gressional leaders with oversight of the Customs Service expressing
my desire to work with you and him toward these mutual goals.

This concludes my prepared remarks. Thank you very much. My
staff and I are prepared to discuss the details of this request and
answer your questions and those of the subcommittee members.

Senator DaANFORTH. Thank you very much.

Mr. DeAngelus, you didn’t l)‘:ave any separate statement, did you?

21-492 O—83——4
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Mr. DEANGELUS. No, sir. Senator Danforth. Let me ask you this:
Your proposal has been to reduce the number of inspectors, import
specialists and other people who are now connected to what could
be called the more traditional functions of the Customs Service.
Wl;at effect would that have on the actual operation of the Serv-
ice?

Mr. VAN RaaB. Well, we hope with proper management that the
affect will not be negative.

Senator DANFORTH. Zero affect?

Mr. VAN RaaB. That'’s hard to say. We will try to prevent it from
having any affect.

Senator DANFORTH. I know, but we have to make a determina-
tion as to what your authorization is going to be, how much money
you are to get. My own view is that I think the other efforts are
very important, and, obviously, have to be pursued. But if there is
a significant impact on the more traditional role of the Customs
Service with respect to passengers coming into ports of entry, goods
coming in, the collection of duties and so on, it seems to me that
we should not be sliding backward in that basic effort. We should
be facing up to our responsibilities in the Congress to make sure
that you are able to do your job involving the traditional functions
. of the Customs Service.

Mr. VAN RaaB. I understand. When we look at the traditional
responsibilities of the Customs Service, which involve the adminis-
tration of many laws for not only ourselves but other agencies, we
think of them in three respects. The first is enforcement. Second,
revenue collection or protection, if you will. And, third, is facilita-
tion or ease of passage across the borders.

It is our belief that the budget, as proposed, will not have an
affect on our enforcement posture, which is typically contraband.
In terms of revenue collection or protection, we believe it will have
no noticeable effect on the bottom line of the Customs Service as
viewed from the standpoint of the dollars that we collect.

From the standpoint of facilitation, that's a little more difficult
to respond to because facilitation is not only a question of actual
time clocks put on passengers proceeding or cargo moving across
the border, but the perception of how well it moves versus its
actual moving time. It is our belief that facilitation will be main-
tained with respect to passengers moving through airports when
the different systems that we are planning to use are implemented.
Also, by applying more selectivity to cargo inspection facilitation
will not be adversely affected.

I cannot heip but believe that the perception on the part of a lot
of the communities who deal with Customs feel that facilitation
will be affected because they will just not believe that a reduction
of that size will not have an affect on facilitation. So I think from
an objective standpoint the affect should be minimal, if at all. But
from a purely perceived standpoint, I am sure that you will receive
some comments that service in various parts of the country has
been reduced. And that’s about the fairest and most straightfor-
ward answer I can give you. .

Senator DANFORTH. Senator Heinz.

Senator HeiNz. Thank you, Mr. Chairman.
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Mr. Van Raab. Into what category, among the three you men-
tioned—enforcement, revenue collection, and facilitation—would
you put the monitoring of unfairly traded imports such as steel?

Mr. VAN Raas. That'’s enforcement.

Senator HEiNz. Now the number of items subject to careful moni-
tofir;g, as I understand it, is increasing; not decreasing. Is that cor-
rect?

Mr. VAN RaaB. We have received requests to be more vigilant
with respect to more items over the past few months. That’s cor-
rect.

Senator HEINz. And, frankly, that's because the number of un-
fairly traded items found by various Government agencies has been
found to be increasing and not decreasing.

Mr. VAN Raas. Our investigations have recently turned up, as I
am sure you are aware, a number of illegal schemes on the part of
foreign traders so I suppose we have found more. _

Senator HEINz. And I am concerned that when we have basic in-
dustry such as steel—and I do come from a State that in good
times produces quite a lot of steel—which is in a very depressed
condition, I would like to know if you can give specific assurances
that steel import procedures will be unaffected by any of these or-
ganizational changes. ‘

Mr. VAN Raas. We have four programs basically. This is a slight-
!iy long way around, but I think it will make the point. Basically,

rug interdiction and financial investigations are general crime in-
vestigations largely targeted at narcotics operations, but they also
deal with other activities, Exodus, which is our effort to prevent
the export of critical technology, and last, there is commercial
fraud. This is a new program, largely targeted at major criminal
schemes to defraud the United States of revenue or to disrupt its
economy by violating our import laws.

I do not foresee that any of the budget plans here would adverse-
ly affect our efforts in the criminal fraud area. If anything, you can
regard today’s activity in criminal fraud as almost zero, it is at the
low point. Over the next 2 years you should see more and more ac-
tivity. Steel, textiles and a number of other industries are the
major targets of our criminal fraud efforts. So I would hope that
you would see that we will be much more effective in the criminal
fraud area than we have been in the past.

%gnator HEeiNz. Now you have steel import specialists, do you
not? .

Mr. VAN RaaB. Yes, sir.

Senator HEeiNz. Can you tell us whether or not there has been a
hiring freeze affecting those specialists for the past 2 years in var-
ious ports as has been unofficially reported?

Mr. VAN Raas. There has been an administrative hiring freeze
on import specialists in most parts of the country.

Senator Heinz. Can you indicate what the reduction in the
number of import specialists handling steel products has been as a
result of attrition?

Mr. VAN Raas. I can’t. Perhaps Mr. DeAngelus can. If he
cannot, we would be happy to supply that for the record.

Senator HEINZ. Mr. DeAngelus? ‘
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Mr. DEANGELUS. Senator, the reductions have been across the
board, consequently we have not specifically reduced anyone han-
dling steel. We end up reallocating our priorities to the trouble-
some items, and steel, as you and the Commissioner indicated, is
one of them. Consequently, we have not reduced the number of
people handling steel. And, in fact, by centralization, we've put
more expert people on handling steel items.

Senator HEINZ. So you have offset the kind of reduction that
would have been brought about by attrition by reassigning people
from other import specialist areas?

Mr. DEANGELUS. Correct, Senator. By reemghasizing priorities,
by greater specialization, and by centralizing what is processed and
where it is processed, the import specialists can be more productive
in applying their expertise.

Mr. VAN Raas. I would also add that in constructing our so-
called commercial fraud teams, which consist of Customs’ agents
and import specialists, we have actually detailed import specialists
with the specific responsibility of 'argeting and following up those
major frauds. As I indicated, steel and textiles as two of these
major areas.

nator HEINz. Mr. Chairman, I have a list of six questions that
I would like to submit the written responses to.
[Answers to questions of Senator Heinz follow:]

Question. Can you tell us what the status is of the nationwide steel Customs fraud
program that was undertaken by the Customs Service more than 2 years ago?

Answer. Customs steel fraud investigations program was initiated early in 1981
primarily to detect violations involving foreign steel shipments which had been in-
tentionally overvalued to circumvent the Trigger Price Mechanism (TPM) monitor-
ing system. This program resulted from an investigation in San Francisco of fraudu-
lent Japanese steel importations by Mitsui and Company (USA), Inc. Analysis of evi-
dence developed by the Mitsui investigation pointed to the existence of an industry-
wide scheme to overvalue or falsely describe imported steel to circumvent the TPM.

Customs Office of Investigations continues to pursue steel fraud cases nationwide
as priority investigations. Alleged violations are under investigation in most major
ports of entry. Of the more than 40 active steel investigations, nearly all of them
involve possible TPM violations (primarily overvaluation), and they focus en all
types of steel products covered by the TPM (including pipe, sheet, wire rope, nails,
plate, etc.) The majority of the steel cases involve procructs from far eastern coun-
tries (mainly Japan and Korea), although European countries are also regresented.

The most recent allegation of steel fraud violations involves the possibility that
some European steel producers may be attempting to evade export licensing require-
ments on shipments of steel to the U.S. by transshipping their merchandise through
Canada and thereafter falsely showing country of origin as Canada. The Office of
Investigations has initiated a study to further ?;velop 5‘1&8 allegation.

Question. Does there continue to be a separate organization regarding steel Cus-
toms fraud with personnel dedicated solely to this effort?

Answer. The Mitsui steel fraud investigation was worked as a task force oper-
ation. This operation, called “Steel Trap”’, was staffed by Special Agents from
throughout the country who were assigned on a temporary, rotational basis. The
Special Agent force was augmented by Customs Patrol Officers, Inspectors, Audi-
tors, and Import Specialists from the Sun Francisc area.

At the conclusion of the Mitsui case (approxir.ately mid-1982) the “Steel Trap”
task force was dissolved. Special Agents who had >articipated in this case carried to
their home offices considerable expertise regariing the conduct of complex steel
fraud investigations. It has been this group of Special Agents who have for the most
part been responsible for working other steel fraud cases. So, while there is no one
separate organization or centrally located task force working steel fraud cases, there
is that “‘group” of investigators spread throughout the U.S. who are so emplt&ed.
These Special Agents will be assisted in their steel investigations by Customs Com-
mercial Fraud Investigations Center, a recently instituted support group located in
Washington, D.C. The Center will provide support in the areas of research and intel-
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}ige(;npe, analysis, major case development, automatic data processing, and program
unding. :

Question. What have been the results of the steel Customs fraud program in
terms of developing evidence of Customs fraud in connection with steel imports?

Answer. From the Mitsui steel fraud case, which was initiated in March 1980,
Customs learned that violations like those committed by Mitsui (primarilx overval-
uation to circumvent the TPM) had undoubtedly been committed by other large
steel importers and that TPM-related fraud was perhaps even an industry-wide
problem. Evidence of the extent of this problem was on a number of occasions pro-
vided through the grand jury testimony of steel importer employees and customs of
steel importers.

The Mitsui case provided the impetus for a steel fraud program which currently
has more than 40 cases under investigation. These cases involve possible fraudulent
shipments of a full range of steel products manufactured in both far eastern and
European countries.

The Customs suspicions regarding large-scale steel fraud were not unfounded are
supported by the fact that to date five corporations, including Mitsui; VSL Corpora-
tion; Pacific Steel and Supply; Marubeni America Corporation; and the National
Can Corporation, have plead guilty to fraud charges involving steel imports. A sixth
company, Dallas Pipe and Supply Company, plead guilty to Customs related steel
fraud charges in a mail fraud case investigated jointly by Customs and the FBI. A
?eventh company is expected to plead to criminal steel fraud charges in the near
uture.

Question. To what extent have civil and criminal penalties and fines been sought
in connection with evidence of steel Customs fraud that has been uncovered?

Answer. Customs steel fraud investigations program has to date generated signifi-
cant results in terms of criminal convictions, criminal fines, and civil penalties. The
Mitsui case, which netted criminal convictions of three corporations and five indi-
viduals; criminal fines totaling $350,000 and an $11 million civil penalty, represents
the largest joint civil/criminal settlement of a fraud case in the history of the Cus-
toms Service. Breda Fucine, S.P.A., an Italian firm, recently paid Customs $306,000
to settle civil claims which results from their false description of shipments of al-
loyed drill Ppipe.

During February 1983 the Marubeni/National Can steel fraud case was resolved.
This case yielded criminal convictions of two corporations and one individual, crimi-
nal fines totaling $115,000, and a $2 million civil penalty.

Customs and the Department of Justice have received an offer to settle the civil
and criminal issues in one other major steel fraud case. This matter is still under
discussion.

Question. How closely has the Customs Service worked with the Department of
Ju:gge in pursuing criminal Customs fraud uncovered in connection with steel im-

Answer. From the versebeginning of Customs steel fraud program, Customs has
worked closely with the Department of Justice in the development of criminal viola-
tions as well as on the civil and criminal settlement of cases after violations have
been established.

It was clear from almiost the onset of the Mitsui case that the potential for crimi-
nal violations was very strong. As such, the Mitsui investigation was at an early
stage coordinated with the U.S. Attorney’s Office in San Francisco. Documentarg
evidence in the Mitsui case was obtained through the service of a Federal searc
warrant, and when the magnitude and significance of Mitsui's involvement was fi-
nally perceived, the Criminal Division of the Department of Justice appointed a spe-
cial prosecutor.

Customs close relationship with Justice in the steel fraud program has been main-
tained through the involvement of the same special prosecutor in the negotiated set-
tlement of the Marubeni/National Case case, as well as through settlement discus-
sions about a third major steel case still under active investigation. Additionally,
the Criminal Division recently appointed a second special prosecutor to assist with
the two other steel fraud cases currently being worked through the U.S. Attorney’s
Office in New Orleans.

Question. It is the policy of both Customs and the Justice Department to seek the
maximum civil and criminal penalties provided by law with respect to both individ-
uals ?{182 corporations who have engaged in Customs fraud in connection with steel
im ?

nswer. The results achieved in the Mitsui steel fraud case, the largest civil/
criminal settlement of a fraud case in the history of the Customs Service, clearly
indicates that both Customs and the Department of Justice seek maximum fines,
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penalties, and numbers of convictions to come from steel cases. The Marubeni/Na-
tional Can settlement serves to further support this position.

However Customs and Justice take into consideration certain mitigating factors
when arriving at penalty amounts and the number of counts to be included in an
indictment. These factors include the extent of a defendant’s cooperation and the
ability of a defendant to pay. Additionally, Customs and Justice generally agree that
no real purpose is served by issuing notices of civil penalty so large that no compa-
ny could possibly pay (even though that company was by statute liable for the full
amount) or by indicating a company (or individual) for hundreds of counts of a
criminal violation.

Senator HEINz. Mr. Van Raab, I have just one observation. It
may be you are going to be able to do as much or more with less.
" From what I hear you are necessarily reassigning import special-
ists, admitting that there has been a freeze on the hiring of special-
ists for quite some time, and noting that clearly people do leave, so
there has to be a reduction in the number of import specialists.

Mr. VAN Raas. Yes; that has to be true.

Senator HEINz. And with the number of import problems in-
creasing, not decreasing, it would be something of an understate-
ment to say you have your work cut out for you. And I must ex-
press some skepticism as to whether you-are going to be able to
handle everything that is being thrown at you under those circum-
stances. Good luck.

Mr. VAN RaaB. That's good advice.

Senator HEINz. You may need some help from us.

Mr. VAN Raas. Thank you very much.

Senator DANFORTH. Senator Long.

Senator LoNG. Mr. Chairman, I want to ask my questions to
people involved in the ITC.

Mr. VAN Raas. Thank you very much. [Laughter.]

Senator BENTSEN. Well, you have relaxed long enough because I
do want to bother the Customs Service. [Laughter.]

I am deeply concerned by what I hear and what I see in the way
of cuts. I am very sympathetic to the idea that you are going to do
more in trying to assist jobs done and drug interdiction and that
type of thing. I think that is just excellent. I am glad to see that.

It looks to me that you are robbing Peter to pay Paul. When you
are talking about cutting some 2,000 Customs’ employees, talking
about a flat budget, of those 2,000 Customs’ employees you are talk-
ing about 918 inspectors, you are talking about replacing them
with programs, policies, and electronic machines. Some of that
money would go into enforcement equipment and drug task force
primarily supervised by the Department of Justice. Cargo process-
" ing is important. So is fighting drugs. _

But it seems to me in a country this size we ought-to be able to
do both. You know the numbers better than I do. My understand-
ing is the Customs Service earns about $18 for every $1 appropri-
ated for it. And I would think that we could have a respectable
ratio in titling a government agency to be staffed appropriately to
assure that our fair trade laws, as well as our criminal laws, are
fairly, effectively enforced.

I'm delighted that you are going to try to help us, as I under-
stand it, with a terminal in Houston and staffing that one. I believe
that’s some 18 people, if [ remember correctly.
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But I'm not sure where they are coming from. I have a sneaking
suspicion you are taking them from somewhere else where we very
much need the service too. I take a look at the port in Laredo. The
port in Laredo handles more people, as I understand it, than JFK
in New York City. Are you going to move some of the Customs’
people from there to other places in Texas? I see us taking approxi-
mately 10 percent of the cut. It's not just Texas I'm concerned
about. I'm concerned about this sort of treatment across the
Nation. I know what it means to stand in those lines down there;
to see the traffic jams because we don’t have the personnel to
handle that traffic.

I've got a situation in Laredo where we have unemployment that
ranges well in excess of 25 percent. We have unemployment in
Starr County over 50 percent. The whole Mexican border devastat-
ed because of the peso problem. People that were coming across to
trade are not coming across. Laredo, Tex., on a Saturday, you
would swear it was a Sunday. There is no one there. And then to
say that you are going to do further things to impede commerce as
far as trade across that border by limitations in personnel disturbs
mehvery much. And I don’t understand it, and I just don’t agree
with it.

I would like to have you tell me more specifically just what we
are talking about in the way of how this is going to be processed
and how you are going to handle it with programs and machinery.
" Could you comment on that?

Mr. VAN Raas. That'’s a tall order.

Senator BENTSEN. That’s right.

Mr. VAN RaaB. As far as airports are concerned——

_Senator BENTSEN. Like us voting over here for one of these cut
out waste. We are all for that. But I want to understand the imple-
mentation a little better.

Mr. VAN RaaB. There are a number of categories of the Customs
Service that can be reduced by various means. There are certain
reductions that can be made by the elimination of unnecessary
funé:tions and activities. There are some reductions that could be
made——

Senator BENTSEN. Like where?

Mr. VAN Raas. There are some places in the Customs Service
where for historic reasons we have offices or officers and the trade
has changed. And, therefore, the reason for having that office or
officgr there is no longer valid given an austere budget environ-
ment.

Second, there are ways to make reductions by changing the role
of various Customs’ officers. That's the case with respect to import
specialists. In this period of an enormous number of shipments
coming into the United States our ability and need to review every
document and every piece of cargo is sharply reduced.

Your particular concern is directed at airports and at land
border crossings, I believe; particularly, in Texas.

Senator BENTSEN. Well, New Orleans is a ?ood example.

Mr. VAN RaaB. And New Orleans. As far as Houston is con-
cerned, just as an example, recently by merely changing the way
that we ‘process passengers by moving to-a so-called red/green
system, which basically allows passengers to determine whether
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they must pay duty and which then is backed up by inspectors who
review those that say they don’t have to pay duty, we have been
able to increase the numbers of passengers moving through the
Houston airport from 600 to 1,000 an hour. The new system was
installed without any increase in Custom’s personnel, and without
the actual improvement being perceivable to the passengers on
how quickly and easily they moved through. So there is a way that
we can in airports improve the situation without increasing the

numbers.

As far as the land borders are concerned, the same sort of ap-
proaches are feasible—being more selective, being more permissive
with respect to what we think are low risk passengers, and being
more concerned about high risk passengers. We believe that we can
allow more people to move through and not necessarily increase
the staffing.

Senator BENTSEN. Mr. Chairman, you and I have joined together
in expressing our concern for this. And in response to some of the
questions that I have just received, I have not had a chance to
study and understand the full implication, but I would like to put
these questions and these answers in the record.

Senator DANFORTH. Certainly.

[Answers to questions of Senator Bentsen follow:]

Question. Provide for the committee the increases and reductions in staffing by
job category, district offices, and ports for each state represented on the Senate
Committee on Finance.

Answer. Customs will be taking a net reduction of 1,775 positions in fiscal year
1984. At this time, it is not possible to determine how the cuts will be implemented.
Prior to implementing any reductions, Customs will be performing a current work-
load analysis for determining which regions, districts, and/or ports would suffer the
least operational impact.

Question. Describe the electronic data processing system and other administrative
efficiencies, including selectivity in inspection and control and tariff and trade, an-
ticpated to result in savings under the services proposed in fiscal year 1984 budget.

Answer. Customs during the past decade has introduced numerous new ar-
proaches and techniques in order to improve service as well as maintain a highly
effective enforcement effort in its passenger, carrier, and cargo processing systems.
More recently, particularly since 1976, Customs has been faced with significant
workload growth without offsetting increased resource. During this period, major
workload measures rose significantly; cargo entries which reflect our merchandise
and revenue processing, and which account for over half of Customs work years, in-
creased over 40 percent. At the same time, air passenger processing, also a heavily
labor intensive operation, frew by more than 50 percent.

In fiscal years 1983 and 1984, Customs is planning to continue developing more
efficient processing systems. The major focus of these efforts will be to implement
the selectivity approach for all processing, reduce the current level of paperwork re-
quired for most transactions, and support both of these objectives with fully auto-
mated processing methods.

The specific computer and other systems currently under development or in the
imgelementation stage are as follows:

lectivity.—Selectivity is the key approach for maintaining efficient passenger
and cargo systems. As part of the selectivity approach, we concentrate our attention
on the small number of suspected violators, transactions, or cargo, which, of course,
expedites the processing of the law-abiding passenger or cargo shipment. To imple-
ment selective enforcement, Customs is developing for its passenger processing a
walk-through narcotics vapor detector device, automatic passport “readers”, and
specific inspections of baggage pick-up areas to detect suspicious behavior. In cargo
processing, potential violators will be pinpointed by an automated data base which
provides inspectors with profile information.

Data from our Accelerated Cargo Clearance and Enforcement Processing Tech-
nique [ACCEPT)] is currently used to expedite cargo clearance. Augmenting our se-
lective enforcement are special teams of inspectors using profile data to pinpoint
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suspect cargo and baggage. As a result of the selectivity approach, Customs can con-
centrate its efforts more effectively with fewer personnel.

Automated Commercial System fACS]—Customs Automated Commercial Systems
[ACS] integrates all automated processing systems. The automated commercial
system is designed to eliminate the various stand-alone automated systems, includ-
ing the Automated Broker Interface [ABI)], and integrates them into a comprehen-
sive commercial processing system. In addition, the system includes selectivity proc-
essing of both cargo releases and entry summaries with heavy emphasis on post
audit capabilities. The system is comprehensive including such areas of commercial
processing as bonds, release of cargo, anti-dumping and countervailing, duty, entry
processing, liquidations, drawbacks, protests, and quota processing. By integrating
all of these systems, Customs expects to significantly improve the productivity and
efficiency of our employees and expedite processing for the importing public.

Automated Broker Interface [ABI]—Approximately 60 percent of all Customs
formal entries are prepared by processors with automated systems. The Automated
Broker Interface [ABI) project is designed to have those broker/importers transmit -
data directly to the Customs computer thereby saving Customs the input costs. A
successful pilot project has already been conducted in the ports of Baltimore and
Philadelphia. The project will be expanded to include the ports of Buffalo, Houston,
and New Orleans during fiscal year 1984. ’

Participation by the brokers is voluntary. They electronically transmit the basic
entry data to the Customs computer. Customs edits, validates, and makes selectivity
processing decisions based on their transmissions and transmits the processed re-
sults to the broker/importers. Eventually, these transmissions will permit Customs
to interface directly with Census to expedite statistical processing, which will pro-
vide further cost savings.

Customs has worked closely with the brokers in designing the system. The trade
response has been very favorable. We anticipate rapid expansion to other ports once
the lzerggramming has been completed and the initial five port expansion plan imple-
mented.

Paperless entry.—The ‘‘paperless’’ entry project is designed to work in conjunction
with ABI. With the automated transmission of full-line items entry data to Customs
and our subsequent selectivity determination, Customs will generate a message to
the broker/importers indicating whether or not the actual documents must be
transmitted to Customs. Unless Customs has a need to review the documents, the
entry will liquidate immediately and the broker/importer will store the documenta-
tion. The broker/importer benefits by not having to file and track the documenta-
tion. Customs benefits by not having to process, track, and store the paperwork. All
entries would be subject to post audit review.

Centralized appraisement.—Centralizing merchandise appraisement in fewer loca-
tions is a major innovation for increasing productivity and maintaining service with
a reduced staff. Furthermore, centralization will enhance planned automation,
which can be cost effective only when large volumes must be processed, and assist
in implementing by-pass and post-audit systems. These approaches are the core in-
novations for this system.

Currently, Customs plans to centralize appraisement at 13 port locations. Central-
ization does not mean an end to Customs presence nor any curtailment of our serv-
ice to the public. The centralized ports will not be closed. Inspectors and other Cus-
toms support staff will remain in every port, only import specialists will be relo-
cated. Furthermore, entry papers will still be filed at the port of arrival under cen-
tralization. These papers will simply be processed by Customs at another location.

In addition to the previously discussed items, we are looking into the possibility of
port closings as well as centralizing various administrative functions in order to
generate the projected savings for fiscal year 1984.

Senator BENTSEN. I can’t emphasize too strongly to you gentle-
men how my concern about what is happening and the delays that
I have seen, even with an austere budget, where we are ending up
with a substantial trade deficit in this country that we should not
be doing those things that impede trade. _

Mr. VAN RaAB. Senator, we agree 100 percent with you. And if
there are specific instances of delays either in your State or in
others which are brought to your attention, we would be prepared
to respond to them immediately.-
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For example, just a few weeks ago I happened to be speaking to
Congressman Coleman and he told me of some problems that exist-
ed in El Paso. I can assure you that we did correct that situation
just as fast as was administratively possible. And that was at least
within a week, which for Government work is pretty good.

Senator BENTSEN. I guess I would have to agree with that.

Thank you very much, Mr. Chairman. I appreciate the com-
ments, and I look forward to studying these answers which I have
just received.

Senator DANFORTH. Thank you, Mr. Commissioner. Thank you,
Mr. DeAngelus.

Mr. VAN Raas. Thank you very much. --

Senator DANFORTH. Next we have the International Trade Com-
mission. Mr. Eckes. And Mr. Whitlock from the GSA.

STATEMENT OF ALFRED ECKES, CHAIRMAN, U.S.
INTERNATIONAL TRADE COMMISSION

Mr. Eckes. Thank you, Mr. Chairman. Good afternoon, members
of the subcommittee. Let me introduce those at the front table with
me. On my right and your left, Commissioner Veronica Haggart
and Commissioner Paula Stern. We have all three sitting members
of the ITC before you today. On my left is Lorin Goodrich, our Di-
rector of Administration, and Rick Arnold, our budget officer. And
on his left is Mr. Whitlock from the General Services Administra-
tion.

For the sake of brevity, I will briefly summarize one portion of
the statement you have before you. I will turn not to the substan-
tive issues of international trade, but to one item that is of im-
mense concern to us at the moment—the deplorable condition of
our building, one of the Nation’s historic landmarks located at 701
E Street.

This structure is on the very site where Congress met after the
British burned the Capitol in the War of 1812. The current struc-
ture, begun in the 1830’s, was designed by the same architect who
planned the Treasury Building and the Washington Monument.
Indeed, when British writer Charles Dickens visited Washington in
the 1840’s he described our building as “a very compact and very
beautiful building.” Well, if the creator of Ebenezer Scrooge could
return for another look, I think he would be as distressed as we
are. Plaster continues to fall from the ceilings. The roof leaks
badly. Water damage is a serious problem in our library and of-
fices. The electrical svstem is outmoded. The plumbing is inad-
equate. There are mic. and even rats the size of cats. I supplied the
committee with a picture book of the decaying situation, and I
hope you will have the opportunity to view it.

In February, the General Services Administration Administrator
informed us that his agency would not schedule a basic renovation,
costing at least $10 million, until fiscal years 1988 and 1989. He ad-
vised us further that his office would, in the meantime, continue
its current program of preventive maintenance and repairs in the
building. From my vantage point, this is unacceptable. Further
delays in making repairs will threaten the health and safety of our
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staff. The current program of maintenance, we believe, is totally
inadequate.

We recognize that modernizing the building will be costly, per-
haps as much as $10 to $20 million. And maybe alternative solu-
tions such as relocation should be examined. But I personally am
disturbed that the GSA does not consider the ITC building cost-ef-
fective, and apparently wishes to turn it over to the Smithsonian.
We've occupied this building since 1921. We are associated with it.
Those of us with a sense of history love this historic office building
and wish to see it modernized. We think if it is not cost-effective
for GSA to modernize it as an office building, I doubt that it's cost-
effective for Congress to modernize it for the Smithsonian. -

That’s a brief summary of our submission, Mr. Chairman. Before
I close I would like to extend @m invitation to you and members of
the subcommittee to come over for lunch some day both to see the
historic building and to learn firsthand about our investigations
and the extensive work we do in support of Senate Finance Com-
mittee activities.

Thank you very much. We would be delighted to respond to any
questions you may have.

Senator DANFORTH. Thank you, Mr. Eckes.

[The prepard statement of Mr. Eckes follows:}
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STATFMENT OF AJFRFD P, FCKRSR, CHAIPMAN, !INITFD STATES INTERNATIONAL TRADE
COMMISSION REFORE THE SUBCOMMITTEE ON INTERNATIONAL TRADE, COMMITTEE ON
FINANCE, U,S. SENATE, MARCH 17, 1983,
Mr. Chairman and members of the Subcommittee, I am pleased to
have this opportunity to discuss the Commission's fiscal year 1984 budget
request. I am accompanied today by Lorin Goodrich, our Director of Admini-

stration and Richard Arnold, our Director of Finance and Budget. Other

staff members are also present.

As you know, the International Tzéde Commission is a uniquely independent
agency with quasi-legislative and quasi-judicial functions. One of our .
primary responsibflities i{s to assist Congress and the Executive on trade-
related issues. To continue our programs at existing levels, the Commission
is requesting $21,241,000 for fiscal year 1984, Note that I have amended
the request submitted in our Budget Justification to add $138,000 for
annualization of the executive pay cap increase approved in December. This
total represents an increase of $1,360,000 over fiscal year 1983 funding of
$19,881,000 (which includes our FY 1983 approprf&tion of $19,150,000 plus
requested pay supplementals). In hrief, our proposal contemplates no change
in programs; and staffing would remain at the level of 438 employees,
the same level cof full-time positions approved by our authorizations and
appropriations committees since 1980. The increase in appropriations
requested stems from our need to fully fund that approved staff level and

from nondiscretionary increases in program costs.

Let me explain what underlies our budget request.

~

First, onur work load is largely beyond our control and is expected

to grow over the next several vears. As a service agency, we cannot set
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our own arenda. Rather we must he ready at a moment's notice to provide
assistance to Congress and the President on trade matters. Also, under various
statutes the Commission must handle a variety of requests for import relief

within very strict deadlines.

The experience of the past year vividly illustrates our problem. During
fiscal year 1982, the Commission completed 234 investigations, up from 98 in the
previous year, and worked on 106 more for a total caseload of 340, At the same
time, because of the growing number of trade problems, there were many requests
for assistance from Congress, the President, and other agencies. As our fundiqg
for PY 1982 remained uncertain throughout the year, we could not staff at the

approved level, and our resources were severely overtaxed.

In 1984, we anticipate that our workload will continue to be heavy.
There are several reasons for this. First, there is growing evidence that
there 18 a link hetween high budget deficits, high interest rates to finance
those deficits, and a high exchange rate for the dollar caused by investors
moving into dollars to seek high interest. A strong dollar means that U.S.
goods become less competitive in world markets and burgeoning trade deficits
result, During calendar year 1983, the U.S. trade deficit {8 expected to
increase substantially above the 1982 level of over $40 billion, although
declining oil prices are moderating earlier gloomy forecasts of double the 1982
figure. Nevertheless, declining oil prices could give a competitive boost to
the manufactured exports of some trading partners, and thus present previously

unforeseen problems for import-competing industries in the U.S.

In the face of such 3 trade imhalance, it is reasonahle to expect that
industries will continue to seek relief fron forelgn competition, It also is
Tivelv that we will receive manv requests from Congress and the Executive for

studies and inveséizations of trasde problems.
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An improvement in the U.S. economy in 1983 is unlikely to lighten
our workload in FY 1984, Traditionally, this agency i{s contracyclical --
our statutory workload varies inversely with the health of the economy --
but it laps changes in the economy significantly. Thus, a quick improvement
in the U.S. economy and a smaller-than-expected trade deficit would probably

not reduce our statutory investigations for some time.

There is another reason for expecting a heavy caseload for the
Commission. With low labor costs and modern industrial facilities, many
newly emerging industrial nations are increasing exports to our market. At
one time this import competition touched only labor-intensive products,
like footwear and textiles. Now the competition has extended to industries
like steel, transportation equipment, and machinery; and there is growing
evidence that chemicals, pharmaceuticals, and high-technology electronics

are experiencing increased pressure from foreign producers.

The expanding scope of import competition will mean new challenges for
the Commission. Much of tﬂé caseload in FY 1982 and thus far this year has
involved steel products. We have accumulated a large data base for many of
these products and thus work on the cases could be "packaged” in a way that
will not be possible in the future. The cases we anticipate in FY 1984,
involving new and technologically sophisticated products, will require ﬁore
staff research and analyvsis, and the acquisition of additional technical
expertise. Already we are having to cope with products like CT scanners

and limited-charge cell culture microcarriers.
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Petitions concerning scanners and microcarriers were filed under
Section 337, a highly specialized area involving patents, copyrights and
trademarks. The workload in this area is growing steadily. We anticipate
more trademark cases in FY 1984, along with a continued heavy flow of

patent-related cases.

As you know, one of our most important functions is to assist Congress
and policy-making agencies with technical information. During the past
year, this involved extensive support for other government agencies preparing
for the GATT (General Agreement on Tariffs and Trade) ministerial in
November 1982, Currently we are providing assistance to help develop a
GATT work program in services, and we are heavily involved in preparations
for international trade negotiations on the Harmonized Commodity Code

expected in January 1984.

During fiscal year 1982, the Commission continued to devote large
staff resources to the Harmonized System conversion. This work, involving
public hearings and discussions with industry, in addition to meetings with
the international trade community, is still continuing. The draft conversion
18 due to the President in June of this year. Over the next several years,
as the conversion process goes forward, the Commission will need to provide
both Congress and the Executive with much additional assistance on this

complex matter.

Another area where I expect increased activity is in Section 332.
Under this authority, the Commission conducts investigations and research

studies for Congress and the President, We also self-in{tiate studies on



60

timely subiects such as export subsidies, performance requirements, and the
impact of fluctuating exchange rates on U.S. trade competitiveness. In the
future, we anticipate many requests, specifically in the area of high

technology.

Our trade-monitoring efforts have become increasingly valuable to
Congress and the Executive. As the Committee knows, the Commission's
technical aflalysts regularly monitor shifting patterna of exports and
imports in specific commodities, and developments in East-West trade. We
provide regular reports on trade in motor vehicles, chemicals, and other
commodities. We have enhanced data-retrieval and reporting capabilities to
maﬂg this important technical information available to Congress, other

government agencies, and industry trade associations.

At this point I should note that the technical expertise of our
industry analysts and trade specialists is one of the U.S. government's
prime resources. Private ééctor analysts (Business Week, January 17, 1983)
have said that the ITC is "the only office in Washington extensively
looking at domestic and international trends and trying to assess the
future of American industries.” As this nation confronts changing trade
conditions, the unique capabilities of our specialists will be increasingly

important to the government.

Because it is critical to the nation that we maintain and improve
this expertise, we plan to expand and improve our training and professional
development programe i{n the future. Among my priorities are: 1) involving
our analysts and researchers increasingly in high technology and service

studies where the Conmission already has done some work; 2) expanding
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the use of on-line computer terminals; 3) improving the availability of
data in our Library; and 4) encouraging our managers to expand their own
fields of specialization and to use the new technologies now available.

The Commission has a reputation for fiscal responsibiliry, a reputation
we value and will strive to maintain. This year and in FY 1984, we will
implement certain administrative improvements to help us balance the
expanding program requirements I have described with the need for fiscal
restraint. These include installing our own computer and additional
word-processing equipment, converting the manual TSUSA publication
system to an automated system, and adopting an in-house accounting systen.
The accounting system, scheduled for operation in FY 1984, will allow more
intensive cost analyses than a;e now possible and thus, better control of
resources. We continually search for ways to reduce expenditures; for
example, we recently determined that we could limit Federal Register
inserts and so lower printing costs.

Economies such as these and productivity increases resulting from
new gechnology are factored into our budget request for FY 1984. This is a
lean hudget--our best estimate of what we need to carry out our increasing
responsibilities. Much 1is expected of the Commission at a time when
international trade looms as a major concern for the nation. We must have
the resources to respond promptly and effectively to the demands placed upon
us.

One final point: recently I sent a letter to this subcommittee
describing our struggle to rehabilitate the Commission's main building at

701 F Street, N.W, This l40-year-old historic landmark is in a deplorable

ohysical condition. Although Congress authorized GSA $5.8 million in 1974

21-492 0—83——5
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~
to repair the building, only $1.2 million was used before the authorization

expired, 56% of that amount for roof repairs that proved unsatisfactory
and for "design and management” costs. We have had to srend $750,000 of

our own funds since 1974 for repairs GSA would not undertake.

Every year rehabilitation is delayed, estimated costs climb higher;
the most recent estimate for basic renovation was $9.9 million. On February
4, GSA Administrator é;rmen informed us that GSA would not schedule funding
of this magnitude until fiscal years 1988 and 1989. Mr. Carmen further
advised us that GSA's regional office would in the meantime "continue 1its
current program of preventive maintenance and repairs in the building.”™ 1
subsequently registered our concern with GSA's regional office over the
current inadequate maintenance effort, stating that it must be improved to
keep our facility in operation until & repair and alterations prospectus is

authorized and funded.

Delaying the funding of major repairs to the ITC Building until the
end of this decade is unacceptable and will threaten the health and safety
of our staff. Costs undoubtedly will escalate. We recognize that there
could be alternative solutions, such as relocating to another building in
the Government's space inventory or to a newly leased facility. We are
open to suggestions provided our special requirements as to space and
accessibility can be satisfied. At this point, GSA has not offered a
suitable alternative or a response to our concerns over the present level
of preventive maintenance. and we may have to seek assistance from our

authorization and appropriations committees.

Thank you for giving us the opportunity to discuss the Commission's
budget request with you today. The staff and I will try to answer any

questions you may have.
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Senator DANFORTH. Ma‘;'be Mr. Whitlock should proceed. Do you
want to make a comment!

Mr. WHitLock. Mr. Chairman, I don’t have an opening state-
ment, but I'd be happy to answer any questions you might have.

Senator DANFORTH. All right.

Let me make just one comment. I think that the International
Trade Commission is held in high regard by those who know any-
thing about it. There are Members of the Congress who do. And
there are certainly a lot of people in the trade community who do.
I think that the reputation of the Commission is really very fine. It
is viewed as being professional and as performing a needed and
useful service for our country and for our economy. I regret that I
had not visited the Commission until yesterday. I did visit it yester-
day, and I looked at the building. I think that the impression that
we give by putting a key commission in these circumstances, and
also by having only three out of the six Commissioners actually in-
office—there was some controversy about two nominees who were
sent up here last year—is that we don’t particularly care about the
International Trade Commission. I really think that that is an un-
fortunate impression to give. So what is involved here is not only
the working conditions in your building, but it’s also the image
which you want to have of yourselves and which we should have of
you},x and which you should project to everyone who does business
with you.

So I would hope that we could take you up on your invitation.
Senator Long and I were talking about this earlier today, and he
suggested what might be a better approach to it. But I do think
that we should look at the building, and I think that we should
take you up on your offer to spend some time with you and find
out what is going on and how you are operating on a day-to-day
basis, what your daily problems and challenges are.

Senator HEINz. Mr. Chairman, Senator Long didn’t suggest
moving them into the Hart Building instead of the Senators, did
he? [Laughter.]

Senator DANFORTH. We might have a deal for you. [Laughter.)

Senator Heinz.

Senator HEiNz. Mr. Chairman, I have no questions for the Com-
mission, but I want to concur in every respect with what you have
said. I have nothing but the highest respect for the members of the
International Trade Commission. There must be times when the
feel that the Senate and maybe the Congress as a whole doesn't
take their job as seriously as it should be taken. And even that
some of the people downtown don’t take their responsibilities as se-
riously as they should in sending, as I think we are privileged now
to have on the Commission, people who are qualified to be on it.

I hope that the Senate Finance Committee—and I compliment

ou, Mr. Chairman, on your very correct wording of the situation—

hope that all the members of the Senate Finance Committee will
take their responsibilities seriously in the event that names for
nomination to the U.S. International Trade Commission are sent
down to this committee, hopefully soon. But I hope that we don’t
just sluff them off as some kind of simple-minded ?atronage ap-
pointment because the jobs that the USITC has are far too impor-
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tant for any such cavalier approach to the job of government. So I
just salute you in every respect, Mr. Chairman. And I salute the
members of the Commission for the work they do. It is very impor-
tant.

Senator DANFORTH. Thank you.

Senator Bentsen? »

Senator BENTSEN. I've been looking at the photographs of the
building. You want us to eat lunch there? [Laughter.]

Mr. Eckes. Senator, we don’t have a dining room. We will have

to send out for something. [Laughter.]

Senator BENTSEN. I think it's outrageous. So that leads me to a
question for the GSA. How much money have we appropriated
over, say, the last 5 years for end allocation and for maintenance
for that purpose?

Mr. WHiTLOCK. Senator, I should perhaps review the situation.

Let me give a little of the background of this particular facility.

As you know, the ITC has been in the building for a goodly
number of years. And the last decade has been a continuing debate
between the General Services Administration and the Smithsonian
Institution as to their taking over the facility for museum pur-
poses. Basically, GSA has agreed that it would be appropriate for
the Smithsonian to acquire the facilitg'.

Senator BENTSEN. It would be what?

.. Mr. WHITLOCK. Appropriate.

Senator BENTSEN. What happens to the ITC?

Mr. WHiTLock. We would then, of course, make other arrange-
ments for the ITC. We've had a number of discussions with them
on that basis of finding suitable alternative space for their occu-
pancy. And we would not make any adjustment or any conversion
of the space to the Smithsonian until ITC was properly housed.

Senator BENTSEN. Well, I agree with the chairman and with Sen-
ator Heinz as to the importance of this agency, and the neglect of
it, I think. I put a lot higher priority to it than apparently the GSA
does. And I am sympathetic to their concerns. I don’t know of
any—this is going to be one of the most serious areas of controver-
sy for this next decade. These folks are going to have that responsi-
bility. I think it is important. Not only the substance, but the
image that is portrayed. And how we in the Congress feel toward
. the importance of that. I like the Smithsonian just fine, but this is
something that we have to direct our attention to.

I understand you have not answered my question. I understand
that in 1974 Congress apfropriated $5.8 million to repair the build-
ing but the GSA used only $1.2 million of that authorization before
it expired. Since fiscal year 1975, $4.9 million has been appropri-
ated for the ITC building. The roof now leaks, inadequate fire and
safety systems, electrical system is inadequate, and there are a lot
of structural repairs that are necessary.

If T looked at that kind of maintenance in the private sector, it
sure would be a low-rent operation.

Mr. WHiTLOCK. Sir, it's correct that we spent $1.2 million of the
original prospectus, and then the delays in the decision as to how
to transfer the building to the Smithsonian is what delayed the bal-
ance of the expenditure. We are at a new point at this point in
time. I visited with Mr. Eckes in November and had several conver-



- 65

sations since about correcting some of the short-term problems.
And we have a listing of those problems, and, of course, a schedule
for the solution of each. The ones that are a serious nature, such as
the roof leaks, and the other things that need to be done in the
short run have been programed to be accomplished by contract by
August of this year.

The more long-range program which envisions about a $10 mil-
lion renovation to replace the major systems and closer to $20 mil-
lion if we were to restore the building to its original look would be
deferred until 1989. Within that timeframe we would then finalize -
decisions as to disposition of the building with the Smithsonian or
not. -

Senator BENTSEN. There are a lot of these photographs that deal
with things like going down and cleaning the drain. It's not a
major construction job.

Mr. WHiTLocK. Yes; that'’s certainly correct. They are not things
that deal with construction but day to day needs.

Senator BENTSEN. Yes; I look forward to further information that
you can provide us on this.

Senator DANFORTH. Senator Long.

Senator LoNG. I just heard you make the statement that you
thought you might start or finish repairing the roof in August.

Mr. WHitTLock. The project would be awarded as a construction
project to replace the roof in August of this year. It would run sev-
eral months beyond that.

Senator LoNG. Now if someone is sitting at a desk underneath
one of those leaks, are they supposed to sit from now until August
before they can go to work to do something about it?

Mr. WHitLocK. The leaks that we have currently we patch on an
interim basis as soon as they are discovered.

Senator LONG. Are they still leaking? Is the roof still leaking?

Mr. WHrtLock. You will find that during periods of heavy rain
new leaks will spring up and we will go and patch. You correct
them. And, of course, they reappear very quickly. That’s what dic-
tates the-replacement of the entire roof.

Senator LonGg. Well, I can recall when we had one of the worst
hurricanes in history hit Louisiana and some of those houses were
just about destroyed. It didn’t take but a day to go in there and put
plastic over those roofs where all those shingles had been blown off
so that the roof did not leak until you can get around to doing
something more substantial about it. It took them a day. And do
you mean it is going to take you from now until August to go to
work on keeping the roof from leaking?

Mr. WHiTLOCK. Sir, we patch the roof as the leaks are identified
in the manner in which you just described. We are talking about a
project to replace the roof in this August proposal, which is to per-
manently repair the roof.

Senator LoNG. Let me ask this of the chairman of the Commis-
sion. As I understand it, you are asking for an authorization of
about $20 million for fiscal year 1984. Can you tell me how does
that figure compare with the annual domestic shipments by all
firms that were under ITC investigations in 1982 other than the
Section 332 investigation?
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Mr. EckEes. Senator, we estimate that the total amount of ship-
ments was about $100 billion. We estimate that this covered about
25 percent of all manufacturing jobs in the United States; $100 kil-
lion dollars in shipments and about 25 percent of all manufactur-
ing jobs; 3.5 million jobs were probably covered by ITC investiga-
tion in this period of time.

Senator Long. Well, that works out to a ratio of about $1 for
every $5,000 of responsibility that this Commission is exercising in
a year, it seems to me. Is that about it? Does that square with your
figures?

Mr. Eckes. I hadn't looked at it that way, but it sounds right.

Senator LoNG. I just divided $20 million into $100 billion and it
comes out at $5,000. That’s what my arithmetic says. If that is not
right, I would like to be corrected. 7

Senator DANFORTH. This is how thorough the Commission is.
[Laughter.]

Mr. Eckes. None of us brought a calculator. I will accept that.

Senator LonG. Well, you divided $20 million into $100 billion and
take my word for it. [Laughter.]

That’s where you come out. I just got through doing it with my
old-fashioned pencil. [Laughter.]

Sorry to take you away from your caiculator.

Mr. Eckes. I think so.

Senator LonG. Well, I'm tired of revenue sharing. That would in-
dicate that this committee passed a bill where it cost about $1 for
every $1,000 that the Treasury administered under revenue shar-
ing to require compliance with the program and to get the money
in the hands of the people who are supposed to have it; $1 for every
$1,000. And in your area of responsibility ii looks to me like it is
costing you about $1 to monitor $5,000. I guess maybe it's $2 for
every job that is involved in this type of thing, depending upon how
you look at it.

To us it is very important that we get this job done. And I, for
one, down through the years have fought to try to protect the
independence of the Commission. We've had pretty good success.
But having done that, we sort of had the feeling that, well, if we
just leave it up to the executive branch and you don’t do what
somebody at the White House indicates that they think you ought
to do that they might cut your budget so we tried to take it away
from the Office of Management and Budget. And then we tried to
see to it that whatever you needed you could have over there. And
we put the responsibility in Congress rather than in the executive
branch. And that gets us down to the building. And it looks today
that the executive branch is clearly not looking after you very well
as far as your building. So I think we had better arrange to try and
take care of that.

I don’t know precisely how to do it, but we would welcome any
advice or thought that you might give after you think about it. It
occurs to me that since the Congress once met on that spot after
they burned the Capitol that maybe we could just put that back
under the Architect of the Capitol and let the Congress assume the
responsibility for keeping the building up. I'm not saying we are
doing all that good a job on our building, but we sure are doing
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better on this than we are doing with the building you have.
(Laughter.]

Senator LoNG. The previous chairman of the Commission was
before this committee testifying some years ago, Mrs. Bedell, and I
asked her about the condition of the building. And she said that it
was her good fortune that she was out of her office when the ceil-
ing fell in.

Well, the building is older now and I presume in no better condi-
tion than it was then. Is that fair?

Mr. EckEs. In no better condition, and far worse. We’ve had plas-
ter falling on us. Commissioner Haggart found a dead mouse in her
office a week or so ago. But we understand that there are even rats
exploding in the basement because of some new rat killer the GSA
is using that makes them swell up and explode. [Laughter.]

Senator BENTSEN. I think I'll come around and get us all there
for lunch. [Laughter.]}

Senator LoNG. I think I will come around and look at that rat
situation. [Laughter.]

I've got a mountain cabin that has a basement and I've become
pretty much of an expert at poisoning rats and mice. [Laughter.]

I will come around and take a look and see what you are doing
and see if your methods are better than mine.

I'm firmly convinced though that I ought to do what I can on a
bipartisan basis to try to provide you with adequate facilities.

And I hope very much, Mr. Chairman, that you will persevere in
this matter and I will do anything I can to see that it is done.

Senator DaANFORTH. Thank you, Senator Long.

And let’s follow up on the—maybe we could bring our own lunch.
(Laughter.]

Senator DANFORTH. Getting back to the building, and not just the
premises, which I saw yesterday—the situation is truly ridiculous.
If that amounts to instant patching of the roof, it's obvious some-
thing is wrong. I mean the windows are fallmg out, stuffing is
needed between the window panes, and the plaster is falling out. It
is obviously a ridiculous situation. It’'s demeaning. I think we
should see that.

Also beyond the building, I think we should find out from you
not only what your legal responsibilities are, but some of the things
you do and how you function; what your problems are and what
your challenges are. I think we would look forward to that.

Senator LoNG. Could I ask one further question?

Senator DANFORTH. Yes; Senator Bentsen has something he
wants to say.

Senator BENTSEN. I just ask that I put some remarks of my own
and those of Senator Mitchell in the record.

Senator DANFORTH. Right.

[The prepared statements from Senator Bentsen and Senator
Mitchell follows:]

PREPARED STATEMENT OF HON. LLoyp M. BENTSEN

Mr. Chairman, we have an unusually long agenda to cover today, so I want only
to mention two subjects of special interest to Texas and trade policy.
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First, I want to say that the budget presented by the Administration with regard
to the U.S. Customs Service is disturbing. On the one hand, the budget shows an
increased emphasis within the Administration on the enforcement of our laws
against the importation of dangerous drugs. This initiative has been long in coming,
and it is desperately needed in my area of the country. On the otherhand, the Ad-
ministration seems to be proposing to rob Peter to pay Paul. They propose more or
less a flat budget, but they would fire 2,000 Customs employees including 918 inspec-
tors, and replace them essentially with programs, policies, and electronic machines.
Much of the money saved would also go into enforcement equipment and a drug
task force primarily supervised by the Department of Justice.

Cargo processing is important and so is fighting the importation of drugs. We
should be able in a country this size to do both. The Customs Service now earns
about $18 for every $1 appropriated for it, and I think a respectable ratio entitles a
Government agency to be staffed appropriately to assure that our fair trade laws, as
well as our criminal laws, are fairly and effectively enforced. __.

I am also concerned that the Service's ability to serve small communities would
not be equal to the tasks of the 1980’s with these cuts. The town of Laredo, Texas
now processes more people each day than JFK Airport in New York City, yet the
only new employees proposed in the commercial service area for Fiscal Year (FY)
1984 are 31 people to help process importations at the Los Angeles Olympics in the
summer of 1984. Senafor Danforth and I have asked the Service for the details of
t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>