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AUTHORIZATION OF APPROPRIATIONS FOR
THE U.S. CUSTOMS SERVICE, US. INTERNA-
TIONAL TRADE COMMISSION, AND OFFICE OF
-THE U.S. TRADE REPRESENTATIVE FOR
FISCAL YEAR 1981

THURSDAY, MARCH 13, 1980

T U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m., in room
2221, Dirksen Senate Office Building, Hon. Abraham Ribicoff,
chairman of the subcommittee, presidingi

Present: Senators Ribicoff, Roth, and Heinz.

- - [The press release announcing this hearing follows:]

(Press Release No. H-13, Feb. 217, 1380)

FINANCE SUBCOMMITTEE ON INTERNATIONAL TrRADE SETS HEARING ON AUTHORIZATION
oF APPROPRIATIONS FOR THE U.S. CusToMs SERVICE AND THE U.S. INTERNATIONAL
TrapE COMMISSION FOR FISCAL YEAR 1981, AND AUTHORIZATION OF APPROPRIATIONS
FOR THE OFFICE OF THE U.S. TRADE REPRESENTATIVE -

Senator Abraham Ribicoff (D., Ct.,) Chairman of the Subcommittee on Interna-
tional Trade of the Senate Committee on Finance announced today that the Sub-
committee will hold a hearing on Thursday, March 13, 1980, on the authorization of
appropriations for the US. Customs Service and the U.S. International Trade Com-
mission for fiscal year 1981, and authorization of appropriations for the Office of the
U.S. Trade Representative (formerly the Office of the Special Representative for
Trade Negotiations).

B'I"Riq hearing will begin at 10 AM,, in Room 2221 of the Dirksen Senate Office
uilding. .
A five-year authorization of apfropriations to the US. Trade Representative

(USTR) was provided for in section 141(f) of the Trade Act of 1974 (19 U.S.C. 2171(e)).

The authorization expires at the end of fiscal year 1980. The USTR has responsibili-

ty for developing an coordinating the implementation of U.S. trade.policy, includ-

commodity and direct investment matters. To insure an effective overall trade

W icy, the U has authority to issue guidelines to other agencies determining
8. policy on major international trade matters. The USTR is the chief trade

negotiator of the United States and the chief representative on trade matters.

jon 301 of the Customs Procedural Reform and Simplification Act of 1978
requires an annual authorization of appropriations for the U.S. Customs Service.

The amount requested in the Presidents budget for the Customs Service in fiscal

{%ar 1981 is $472,000,000, about $7.7 million more than the fiscal year 1980 budget.
e President’s bu%ﬁet would provide for 13,889 permanent positions, a slight reduc-

tion in personnel. The Service collected about $8.5 billion in customs duties in fiscal

. year 1979, It administers over 300 laws relating to the importation of products into

the United States.

" Section 330(e) of the Tariff Act of 1930 (19 U.S.C. 1330(e)), as amended by the
Trade Act of 1974, raxim an annual authorization of appropriations for the Us.
International Trade Commission. The Commission, whose proposed appropriations

are required to be included in the budget submitted by the President to the Con-

~ )



2 .

gress without revision, has requested $16,981,000 for fiscal year 1981, an increase of
_about $1.0 million over the fiscal year 1980 budget (assuming enactment of supple-
mental appropriation). The number of authorized permanent positions requested is
438, unchanged from the previous fiscal year. The Commission performs numerous
studies on trade matters for the Congress and the President, and administers
certain unfair tradwractice and other statutes relating to the importation of
articles into the United States.

Requests to testify.—Chairman_Ribicoff stated that witnesses desiring to testi
during this hearing must make their requests to testify to Michael Stern, Sta.
Director, Committee on Finance, Room 2227, Dirksen Senate Office Building, Wash-
ingtor, D.C. 20510, not later than Friday, March 7, 1980. Witnesses will be notified
as soon as possible after this date as to whether they are scheduled to appear. If for
some reason the witness is unable to aptpear at the time scheduled, he may file a
written statement for the record in lieu of the personal appearance.

Consolidated testimony.—Chairman Ribicoft also stated that the Subcommittee
urges all witnesses who have a common position or with the same general interest
to consolidate their testimony and designate a single spokesman to present their
common viewpoint orally to the Subcommittee. This procedure will enable the
Subcommittee to receive a wider expression of view than it might otherwise obtain.
Chairman Ribicoff urged very strongly that all witnesses exert a maximum effort,
taking into account the limited advance notice, to consolidate and cocrdinate their
statements.

Legislative Reorganization Act.—Chairman Ribicoff observed that the Legislative
Reorganization Act of 1946, as amended, and the rules of the Committee require
witnesses appearing before the Committees of Congress to file in advance written
statements of their proposed testimony and to limit oral presentations to brief
summaries of their arguments.

Chairman Ribicoff stated that in light of this statute and the rules, and.in view of
the large number of witnesses who are likelg to desire to appear before the Subcom-
mittee in the limited time available for the hearing, all witnesses who are scheduled
to testify must comply with the following rules:

1. All witnesses must include with their written statements a one-page summary
of the prinicpal points included in the statement.

2. The written statements must be tﬁrop:d on letter-size (not legal size) %aper and at
least 100 copies must be delivered to m 2227, Dirksen Senate Office Building not
later than noon of the last business day before the witness is scheduled to appear.

3. Witnesses are not to read their written statements to the Subcommittee, but
are to confine their oral presentations to a summary of the points included in the
statement.

4. No more than five minutes will be allowed for the oral summary.

Witnesses who fail to comply with these rules will forfeit their privilege to testify.

Written statements.—Witnesses who are not scheduled to make an oral presenta-
tion, and others who desire to fp’resent their views to the Subcommittee, are urged to
prepare a written statement for submission and inclusion in the printed record of
the hearings. These written statements should be submitted to Michael Stern, Staff
Director, Committee on Finance, Room 2227, Dirksen Senate Office Building; Wash-
ington, D.C. 20510, not later than Friday, March 21, 1980.

Senator Risicorr. The committee will be in order.
Today we will receive testimony on authorizations for aﬁpropri-
-ations for the Office of the U.S. Trade Representative, the U.S.

International Trade Commission, and the U.S. Customs Service.

Authorizations of appropriations are required annually for the
International Trade Commission and the Customs Service and the
5-year authorization of appropriations provided in the Trade Act of
1974 for the U.S. Trade Representative expires at the close of this
fiscal year. .

These agencies, along with the International Trade Administra-
tion of the Department of Commerce, have primary responsibility
for formulating and implementing U.S. trade policy under the
guidance of Congress.

I welcome our first witness, Governor Askew, our U.S. Trade
Representative. I think all of you here are about to embark on a
new course in American trade. The problems are just as complex,
and even more so, than before. There is not a news report that you
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read in any financial journal that does not indicate the shoals that
await all of fou gentlemen and women in the days ahead.

I know all of you and the work you have done over these years.
It has been outstanding. I think the country’s interests are in good
hands. We start out that I am pre‘iudiced in favor of all of you.

So, let us have your testimony. All of your testimony will go into
the record as if read.

You can summarize it if you want to, and you may proceed as
you will. -

Governor?

Mr. Askew. Mr. Chairman, with your permission, I would just
like to submit the formal statement for inclusion in the record.

Senator Risicorr. Without objection, the entire statement will go
into the record as if read.

STATEMENT OF HON. REUBIN O'D. ASKEW, U.S. TRADE REPRE-
SENTATIVE, ACCOMPANIED BY ROBERT C. CASSIDY, JR.,
GENERAL COUNSEL AND JOHN GIACOMINIL DIRECTOR OF
MANAGEMENT, OFFICE OF THE U.S. TRADE REPRESENTA-
TIVE

Mr. Askew. The budget request for fiscal year 1981 will provide
for maintenance of our current organization for certain increases
in operating expenses. It appears to be tight because of the rapidly
rising cause of trouble and printing.

The total request of $9,270,000, an increase of $853,000 over our
current fiscal year 1980 budget.

Increases are requested for personnel compensation and related
benefits, travel, rent and printing. An additional increase of $5,000
is requested in representation funds.

We have been able to effect several decreases in certain catego-
ries of expenditures because of the establishment of the Geneva
office and the completion of staffing of the Washington office, both
in fiscal 1980 and there are no increases requested in fiscal 1981 for
permatent positions.

As you are aware, Mr. Chairman, we are authorized for 115
positions. We now have 64 filled. We have 24 waiting to be filled
and the rest we are in the process of working out the necessary
paperwork to be able to get in the position to hire.

that our increase is essentially one of maintenance.

I would like to address the question of the authorization. We
would hope that we would have the benefit of another b-year
authorization. I think essentially the reasons for the annual one
vgggl t:) give the committee closer oversight of these areas of respon-
sibility.

I believe in the case of the U.S.T.R. we work almost daily with
the staff of this committee and I would hope that the Senate, in its
wisdom, might see fit to renew the 5-year authorization.

Senator Risicorr. Why do you think, Governor, it is more appro-
priate to have it for a 5-year period instead of 1 year?

Mr. Askew. I believe, Senator, as I stated, it is my understanding
that the reason for the annual authorization was really one, to
maintain a closer oversight of the committee of various activities of
Government. -
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I believe, in our case, we maintain almost daily connections with
the committee and I would hope that, because of the closeness in
operations on a day-to-day basis where the committee has an oppor-
tunity to assert oversight, in fact, we request, solicit, views from
the committee and some of our staff, we even try to utilize some
help from the committee.

So I would hope, on that basis, that the committee might feel
that their oversight is close enough on a routine basis that it would
not be necessary to go back to an annual authorization.

Senator RiBicorr. In other words, you feel that the relationship
between the U.S. Trade Representative and the Finance Committee
is of such a nature that it is different than the occasional oversight
that takes place with respect to many other functions in the Gov-
ernment, and it is the custom and experience that you undertake
close and continuous coritract, and have always undertaken that, 1
do believe. -

From my own experience over these past 17 years being involved
that there has been a continuous ongoing consultation between
your predecessors, yourself, and your staff with our staff and the

- members of the committee.

I think one of the reasons we have gotten along so well has been
this close interrelationship between the executive branch and the
legislative branch in this problem.

Mr. Askew. That is correct, sir.

Senator RiBicorr. You may proceed, sir.

Mr. Askew. I have no other statement.

Senator Ripicorr. All right.

Governor, on any of these questions, do not hesitate to call on
your staff if you want them to comment further.

We are now in the implementation phase of the MTN. What is
the stagus of the implementation process? _

Mr. Askew. Mr. Chairman, I think the implementation process is
moving along. We are working to insure that the codes have the
broadest possible application and have been faithfully and are
trying to set up their mechanism to insure, really, their faithful
implementation with our trading partners in general.

Most of our trading partners have ratified the codes and are
applying them de facto while the domestic ratification procedures
are being completed. The major trading partners have really signed
off on them, with some exceptions, which was anticipated.

We have not officially completed it with Japan, but-Japan for-all
practical purposes is on, and is applying it, de facto.

We are movin‘f along with the LDC’s. The gentleman to my
right, Mr. Cassidy, as our General Counsel, will be in Geneva
tomorrow to continue our efforts to try to bring a representative
group of LDC’s on the codes.

Senator Risicorr. How many of these less developing countries
have signed up to date?

Mr. Askew. Well, they vary, Mr. Chairman, based upon the code.

In the case of the standards code, for instance, Argentina, Chile,
those would be the two on the standards code.

The subsidies code, you have Chile, and Uruguay and Brazil.

On the dair}r arrangement, you have Argentina, both on dairy
and beef. And I think that those would be the main ones.
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I gn the licensing code, we have, again, Argentina, Chile and

- India. - -

- Antidumping, Brazil.

I think those are the ones.

Senator Riicorr. That is not many.

" Why has there been the delay, in your opinion, in more LDC’s

- signing up for these codes. What do you think has been occurring?

* "Mr. Askew. Mr. Chairman, I believe almost in each instance

~ there are often personal and unique reasons why a particular

* country will not, in a particular instance, be signing on a code. We

.. are trfing to overcome them and discuss them all, but there is an
rlying challenge, and that is the success or completion of a

- gafeguards code.

~ Many of the LDC’s feel, in the absence of a safeguards code, they

are reall{ not protected from selective safeguard action. They feel

_ that the large trading partners are able to take care of themselves.

They have the leverage that they do not. That is why I place
ve igh priority on trying to continue the negotiations on a
multilateral basis to try to effectuate the safeguards code.

I think that it is questionable whether or not we are going to get
 as many LDC’s as we feel are desirable coming on the codes with-

out the successful completion of a safeguards code. That is what, in
~ each instance, a lot of them come back to.

I do not think that necessarily will be completely the case, and
_what we are trying to do is almost on an individual basis, on the
" main ones we feel should come in and try to encourage them to

come in. .
" We are trying on a one-on-one basis to try to overcome that
objection but this is their concern and, of course, in this instance

the United States took a position that was acceptable to the LDC’s
_ in terms of avoiding any selective safeguard action, preferring that
any type of general safeguard action, that the EC feels strongly the
other way, and it is a difficult issue.

We, of course, have other concerns on the safeguards code, as
well, but I think this is going to remain the central challenge to
successfully getting LDC’s on the codes and it is one that we are
addressing with substantial priority.

Senator RiBICOFF. Let me ask you, how do you think that the
United States is doing with the LDC’s in relation to the European
Community, let us say, and Japan?

Are we increasing our share of that market, or are we decreasing
in the amount? . - )

- Mr. Askew. Are you talking on our exports, Senator?
- Senator RiBicorF. Yes. -

Mr. ASkew. On our exports, I think we are doing very well. We

had approximately 37 percent of our exports last year that went to

8.

We think that a tremendous growth, possibility for future ex-
ports and markets, lies with the LDC’s and what it is going to
require, however, is some discipline on our part in terms of avoid-
ing trying to close them out in certain areas where they are able to-
have products for Kurpos& of export.

This is one of the very big problems that are facing the LDC's.
Sometimes developing countries will come in and encourage them

62-3150 - 80 - 2
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to go into various industries and then, when they are ready to
produce a product for purposes of export, then of course they find
that their opportunities are very limited.

We are, 1 think, moving in a good direction in this regard.

I also think, Mr. Chairman, that the key was going to be invest-
ment and here, again, we are examining ways in which we could
actually be a part of encouraging some investment in LDC'’s. This
is a controversial thing, yet in the final analysis, I believe that .
investment, of course, has to be a two-way street. We are working
as hard for some investment to come into the United States, but I
think that some investment considerations and our ability to work
with them in a fair way on our general system of preferences,
which is an open system, which procedurally they like much better,
because they are given an opportunity to react to some of the other
general systems or preference.

They may be satisfied substantively but not necessarily given an
opporunity to react to an open way, so I think we are moving
forward in terms of developing the markets with the LDC'’s.

Senator RipicoFF. I would suggest that this is a very, very impor-
tant field for America’s future. I think the competition we are
going to face is going to be rough and tough.

For many reasons, the political and economic, I would hope that
you and your staff and the other departments would keep in close
touch with this committee and those that will be interested in this
field after I leave, to point out the implications of every step that
we take and the necessity of looking at some of the ways that we
approach these countries, either through legislation or policy or
regulation; that we understand the long-range problems that face
this country.

It is just not a question of ongoing consultations with the staff. 1
think that you have a big problem to keep up an informal, ongoing
consultation with those Members of the Senate and the House who
are charged with the responsibility of making sure that our trade
position remains as strong as it possibly can be.

Mr. Askew. I accept that, not only as the constructive way to do
it, and from my standpoint it is very welcome, because we get the
advice of some people on the staff as well as the principals in the
Senate and the House.

More so than that, Mr. Chairman, I accept it as a part of my
responsibilities in terms of the constitutional responsibility of the
Congress in this area, and I guess that one of the aspects of this
responsibility that attracted me was the close working relationship,
effective working relationship, between the executive and legisla-
:iw‘;i branches as well as the nonpartisan/bipartisan approach to

rade.

So 1 have found that this is vefy important and I have found that
it is very helpful to be able to rely upon some help from the
Congress.

Senator RiBicOFF. Let me ask you, are our trading partners with
whom we do the most business implementing the agreements? Are
they doing it to the same degree that the United States has and
what ‘gs being done to assure that foreign implementation is going
apace?

How are we doing? How are the other countries doing?
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Mr. Cassipy. Mr. Chairman, in the case of the European Commu-

'g‘ig, they have—the European Community and its governing
; ies have proposed directives which are comparable to our Trade

Agreements Act of 1979-which are now being put into effect by
~ their administrative agencies, the only place right at this moment
~ where there is a delay, which we are concerned about, and it is in
“‘the area of customs evaluation and the nine governments thac

“make up the EC have got to implement the customs evaluation
‘ Sﬁstem independentl{;eand there is some delay there. Otherwise,
~ these things seem to be going along quite well.
 With respect to the Japanese, the nine treaties and two bills that

they need to adopt to implement the MTN are now before the Diet
- and there appears to be no problem there. It is moving through the

Diet, as they informed us it would.

We expect that they would complete action by some time in the
middle of April.

Their legislation, which we have reviewed very closely, is consist-
ent with the agreements. Of course, the question of the Japanese is
always how do they implement in administrative practice, more
than what does their law state. So we will have to keep arvery
close eye on them.

In respect to the Canadians, the fall of the Clark government
~ caused a delay in the implementation but the Trudeau government

will move forward, we are told, in the next few weeks and we

expect no trouble there. _
he other major trading countries, such as the Swiss and the

Nordics, the Australians, New Zealanders, have done what they

told us they would do. In some cases, they are not signing every
agreement however, but to the extent that they committed them-
selves to agreements, they are implementing them.

Senator Risicorr. Do you sense that there is a deep sense of
sincerity in implementing or are important countries going
through the motions?

Mr. Cassipy. The countries with whom we have worked the most,

" intimately, which are the European Community countries and the
Japanese, I think there is a great deal of sincerity. They are taking
the process very seriously indeed and are workingon it at least as
?_ar as we did last summer when we were working on the 1egisla-

ion.

Senator RiBicorr. Let me ask you, in advocating the MTN last
year, the administration repeatedly told us—-and I think this com-
mittee felt the same way—that enforcing the codes in Geneva was
g;lat;ggl to making the MTN work for the benefit of the United

What resources are you allocating for this function for fiscal
1981? How many staff will be located in the United States and how
many in Geneva? -

Do you have those figures?

Mr. Askew. We have scheduled 11 people ir. Geneva out of 151,
Mr. Chairman.

We think that that is going to be adequate. We think that it is
going to work. :

In fact, the professional people in Geneva concerned with the
implementation of it are pleased that we have made the commit-
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ment we have on a permanent basis in Geneva. While we had
people there during the negotiation of the Tokyo round, we really
did not have a permanent representative.

Now, of course, one of my two deputies, Ambassador Michael
Smith, is now in effect the permanent U.S. representative-to the
GATT, working directly under USTR.

So that we think we have an adequate set up. I have been over
there and visited with them, gone through many issues, and of
course we stay in daily contact.

There is absolutely ne question but that the implementation of
the codes will make the difference as to whether or not they are
really going to work. :

There has been some delay, frankly, in determining and estab-
lishing the leadership of the GATT. It is anticipated that there will
be a new Director General and a Deputy Director General. :

There has been some differences between candidates, I think.
That is in the process now of being reconciled.

We think that is important and we are substantially encouraging
our major trading partners because the United States has already
submitted candidates for all of the codes and for determining, you
know, the people who would go on the panels.

We are not completely happy with how that is going. We are
pushing the people who have signed, the countries who have
signed, in order to get their people and get that underway without
a firm implementation of the codes.

There is no hope, really, of trying to come to grips with this
whole question of nontariff barriers which is a central issue which
was addressed during the Tokyo rounds. ’

So we continue in this administration to place a very high prior-
ity on the implementation of it. It is coming, however, Mr. Chair-
man, at a time when there has been a downturn of the economies
of most of the countries of the world and one of the great concerns
that I have at this moment is that there are tremendous pressures
that are building up all over the world in the countries that we
have to depend upon to lend leadership toward insuring that the
spirit of the MTN is present and that it works and I think to the
extent that we can we have to resist pressures from within our
own company.

I think that without the active leadership of the United States
together with the EC it probably-is problematical that we can do
the job as it should be done, but we are stressing this with our
major trading partners and thus far I personally,-of all those I
visited, I have not seen any lack of concern or dimunition of
commitment to the MTN.

The only thing I would share with you is that there have been
some changes to where some of the domestic pressures are of such
a nature that I think during this next year, I think we must be
very careful or we would wind up literally undermining the spirit
of the MTN.

I am not sure that many of these countries, if they were pressed
to start approving it now, could approve what some have approved
last year. I think that is going to be the challenge this year.
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Senator RisicorF. I think you are right. You see the problems of
steel, the problems of automobiles and textiles. You are going to
get it in this country. You are going to get it around the world.
" "You were an outstanding Governor and you realize, like I do,
that in many ways, organization is policy. You can have the best
ideas and the best legislation and if you do not have the organiza-
tion to put it into place it is not going to work.

“We see it every day in this country. Both of us have had that
experience in our various careers.

I am just curious as to how the GATT is developipg in Geneva. It
seems to me that there is a great sense of drift. We have had these
months go by and you do not even have in place the top hierarchy.

When do you see the organization, the bureaucracy, the perma-
nent groupings being in place in Geneva and do you have assur-
ances that at least the number two man will be an American? I -
have stressed constantly with all the Europeans and the Japanese
that have come to visit with me the absolute necessity to make
sure that the No. 2 man, at least, is an American.

How do you see this organization taking place and are you
reasonably certain that the No. 2 man will be an American? Is the
No. 1 man going to be a Frenchman, a Swiss?

I am just curious as to what is taking place in the permanent
organization.

Mr. AskEw. Mr. Chairman, I have found a general consensus,
aside from any one individual as a possible candidate, I have found
a general consensus of the desirability of having an American as
the Deputy Director and I rather think that I am confident that
that will come about. -

‘As to who will be the Director General, the only thing 1 can tell
yog, we are supporting the candidacy of Mr. Arthur Dunkel who is
a Swiss. -

I think that he, right now, appears to be the leading candidate
although there has not been, I think, the full consensus to develop
that needs to be developed in order to close the question.

One of the purposes of my recent visit to our headquarters in
Geneva was to try to see if this could not be moved along. 1 was
convinced upon leaving there that it was going to move along and
that we would come to a conclusion soon. I cannot give you an
exact time, but we are pressing to try to get the matter and the
leadership reconciled.

We -are pressing the countries to make sure they are getting
their people in order to complete it. X

To say we are happy with the progress we have made would be
an incorrect statement. We are not. We feel like it should have
already been made. It should have been made by the first of the
year and we are continuing to press.

" It is a tight thing, however. Traditionally, it evolves by consen-
sus.

Senator Risicorr. You are never going to get the organization in
place if you do not have the top people in place. There is no way
that you can organize the bureaucracy until you have number one
and number two in place.
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I would hope that this country would keep on pressing our trad-
ing partners to come up with a choice, you know? I do not think
that you can really afford much more delay.

Mr. Askgw. Mr. Chairman, I think that you made more eloquent-
ly than I did when I was over there, the whole reason that I went
there, because there are few things that I feel stronger about right
~ now than the necessity of starting to put the blocks in order and to

build, and get to that question and get that worked out.

We cannot really concentrate as much as we would like in the
formation_of the panels and it cannot function until such time as it
is set and organized.

To the extent that we possibly can, we have pushed and are
almost in daily contact with them.

Senator RisicorF. You know——

Mr. Askew. Mr. Chairman, I believe the matter will be recon-
ciled sometime by May. -

Senator RiBicoFF. There is one danger. In the study made by mz
other committee, the Governmental Affairs Committee, after muc
research, I was deeply disturbed to see the reduction in all interna-
tional organizations of American representation.

What had been happening over the years was an erosion of the
" number of Americans in key policymaking roles and much of it
was due to the fault of ourselves and different administrations,
Republican and Democratic.

1t becomes obvious and yet is so little realized how much foreign
policy his made in international organizations. It is done on a day-
to-day basis. Every decision that is being made by an international
grganization affects policy in every country, including the United

tates.

Yet the studies that we made indicate that over a period of
years, Americans were slipping away from policymaking spots. In-
ternational organizations in which there were many Eastern Euro-
pean countries and Communist countries were slipping into un-
favorable policymaking positions and Americans were being re-
placed and downgraded.

Whoever represents the United States or whoever our choice is
for the No. 2 spot in Geneva should be a person very much aware
of the necessity of insuring that Americans are placed in very
important policymaking positions in that bureaucracy who are not
always Mr. Nice Guy. -

Often Americans do not seem to be concerned with America’s
position and you usually find the nationals of other countries very
much concerned about the position of their own Nation.

So it is very important for you in choosing the American repre-
sentative in Geneva that he is aware of America’s position and
America’s interest because if a dissatisfaction develops in the Con-
gress or in the country, that American interests are being sloughed
off, or being treated cavalierly. I think you would find quite a
backlash in this country and in the Congress about that; this is
something, Governor, that you are going to have to watch very,
very carefully in the setting up of the bureaucracy in Geneva.

r. Askew. Mr. Chairman, that was an item of extended discus-
sion in my visit in Brussels with Mr. Mature. Mr. Long, the Direc-
tor General, was not in Geneva at the time of my visit. I, however,
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called to talk to Mature in the Secretariat and substantially indi-
cated that that was a concern of ours.

I agree with everything you say and so much of the policy that
evolves, evolves from the professional staff and we have not been, I
think, as vigilant as we should in trying to keep them.

As far as any American may become the Deputy Director, the
American candidate is Mr. William Kelly, a distinguished person
in international trade who is presently the associate U.S. trade
representative.

He would be in an awkward position to advocate Americans
‘being there, but I have discussed it with him enough to know that
he also in the sense of fairness and discharge of that job also feels
like there should be more representation including that of Ameri-
cans.

"It is not my intention to depend upon him once he is placed in
that position. He, in effect, becomes an international civil servant.

We intend to do this ourselves and try to press at every point the
problem of it.

" The people that are there are not often dislodged. Then it be-
comes, frankly, a matter of staying on top of it.

This is one of the things that the Deputy USTR in Geneva will
be charged with doing. That is the way to insure that at least there
is an American point of view, even though whoever works for the
organization is not an employee of the U.S. Government.
 Obviously if they come at certain points of view that are com-
“patible with what they have stood for, then they can be a great
deal of help in asserting that view. So whatever comes out will be
something that will be acceptable to us.

Senator RiBicoFF. You say of importance, too, are those advisory
groups. Those who should be involved should be of the highest
caliber. [ know that there was a time when these advisory groups
were designated, that they were people with the highest credentials
and ability and understanding and they made their impact in ithese
international meetings.

Then it became sort of a political plum, doing someone a favor,

making them an Advisor, giving them a trip to Geneva, Paris,
Rome, or London. -
Other countries are aware of the impact that can be made at
- these meetings by having people of international reputation and
" prestige—I am talking generally, not just the field of trade, but all
international organizations; the Soviet Union is very, very zealous
in this effort.

They send their most prestigious and most able men and women

to these meetings who are recognized all over the world for their
-contributions and it is going to be very important in this trade field
~ that the men and women that you put on advisory groups are
~ people who are knowledgeable and can do a job and get the respect
of the various representatives of all the countries that they are
~ talking with. )
" That becomes a very important factor, the respect that other
_ people have for the calibre and quality of American representa-
:ives. You just cannot put any Tom, Dick, or Harry in these posi-
ions.
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Mr. Askew. Mr. Chairman, I quite a%.ree and I would like to say
something on behalf of the President, that in each instance when [
have had the responsibility to appoint various committees, the
President has given me tremendous leeway, really, and great politi-
cal insulation in trying to put the people who are the strongest and
who can carry their point the most effectively and that is the way
we are moving along. :

Senator RiBICOFF. Let me ask you, with respect to the Govern-
ment procurement code, is Japan likely to be a signatory to which
the United States will apply the code? How do you intend to advise
U.S. business of its rights under the Government procurement
code, or otherwise make sure that the export opportunities for a
U.S. business created by the code are exposed and enforced?

Mr. ASskew. Mr. Chairman, I am confident that Japan will si
on the given procurement code. I do not think the question will
whether or not they would become a signatory as far as we are
concerned. The question will become whether or not there is mean-
ingful entity coverage under the code that sufficiently opens it up
to where we think that it does the job properly. -

Obviously, the areas that we are most interested in are the
Nippon Telephone and Telegraph, NTT, and the large contracts
that come with the telecommunications equipment as well as the
National Railways System.

These are, 1 would say, of the highest substantive priority in
terms of further negotiation. It will be with the meaningful cover-
age of the code with Japan.

I think it has the greatest implications of where the United
States may stand and how competitive it may be in the years to
come by virtue of having a shot at those contracts.

The Japanese are quick to point out that we do not have that
large system in our country because our railway system, except for
one portion of it, as well as our telephone and telegraph systems
are not government operated, therefore not open to it.

We still intend to press the point.

As you know under the law if they do not come forward with
meaningful entity coverage the President is required to insure that
they are closed out from the equivalent type of coverage in the
United States under the code. -

So the very fact that Japan may sign on, if they do not come up
with a satisfactory entity coverage, we would proceed as though
they were not on the code in terms of opening up to them. That is
what the law authorizes us to do.

As far as working with the business people, it is our intention to
work out a system to make sure that the transparency is such that
they will be iiven an opportunity to know about this, the same as
lsreirégs given the opportunity to bid on contracts within the United

tates. -

Without that knowledge, and without their willingness to get in
and to be willing to compete, we would win a battle that would be
hollow. I do not anticipate at all that that would be the case with
Japan because it is so competitive that oftentimes they can wind
up telling us as opposed to having to tell them.

1 assume there would be a system of notification to assure that
they know that the opportunities throughout the world that are
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“opened up by the government procurement code are available to

- them.

" Senator RiBicoFF. Are there any key positions vacant in your

- agency and when do you expect to be at full strength?

. Mr. Askew. Mr. Chairman, there are no key positions vacant in
“terms of what has been previously authorized prior to this last

* increase. We are moving forward and have not filled some of the
ones and we are in the procev;zs-oFdoing-it.

We hope—we have 64 now and we have hopes of adding another
24 fairly soon and some of those, frankly, it is just a matter of
completing the paperwork and we are in the process now of adver-
tising the others. e

So we hope by the fall to have our people in place.

One of the problems that we have is that a lot of the positions
. that we are looking for to be filled are very technical positions.

~ Once you are trying to get an economist with special technical
" expertise in one area, sometimes they are not easy to find.
" But I hope that we will have it done by the fall, I am sure by
= Qctober 1. ‘
”  Senator RiBicoFF. One final question. Interagency coordination is
-~ a function of the USTR under the trade reorganization that went
- into effect of November of last year. Is the agency system working?
_ Mr. Askew. Mr. Chairman, I think it is working. I think that the
- closeness that I think we have been able to-work with the agencies
- in particular, Commerce, I think it has been very gratifying.

My personal relationship with the Secretary of Commerce, Philip

Kluznick, has been excellent. As we went around trying to take
~ people from other agencies to fill ours, we were the victim of losing
“ one of our key people, which I guess is part of the game as you look

" toward getting others and losing John Greenwald, our Associate
General Counsel, and frankly an outstanding young man. Mr.
Kluznick selected him to take over the antidumping and counter-

" vailing program which was removed from Treasury to Commerce.

> The very fact that we have him there is going to assure a

. tremendous working relationship. My only concern, Senator, in the
whole interagency process, I guess as someone who went through

- the whole battles of reapportionment in the sixties and making

" gure that bodies were fairly apportioned, my only concern, as I
view the interagency process, is that I am not sure in the construc-
tion of the composition of the trade policy committee, which func-

" tions mainly upon interagency input through- the staff—and we

. have the review group, and then the principals—I am not sure, in.

- terms of the type decisions we have to make whether the composi-

tion of it may be completely balanced.
I think that it stands to reason that the new law makes it very
clear that the USTR in the final analysis makes a recommendation
to the President. The whole TCP process is one of an advisory
nature to the STR. It is not that people get together and vote,
therefore if it is a 5-to-4 vote, for instance, that that becomes the

- recommendation. That is not the case.

However, the recommendations from the agencies are very im-
portant and obvieusly, under our system, when an agency feels like
that, their point has not prevailed. The head of that department

62-3750 - 80 - 3
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could reserve the right to go to the President to express himself so
that the input, as a practical matter,becomes important.

I guess one of the things I am looking at is, as you begin the
process, for instance in review of ITC findings, for instance, when
you look at them, I think that you can, almost from the beginning,
see part of your staff process that you feel have preexisting inclina-
tions to begin as to which way they will go.

Some will usually support ITC findings. Some will usually not
support ITC findings and that is wherein I am taking a look. I am
not sure what can be done about it, but I sometimes feel that on
the question of remedies, whether or not the whole process is
balanced sufficiently from those who may be inclined to be sympa-
thetic toward domestic interests and those who might feel certain
obligationis in terms of being very careful to avoid any protec-
tionism.

I think that each are valid positions. It requires balance to assist
_the STR in its recommendation to the President, but personally,
the personalities, the departments—I think the interagency system
is functioning and functioning well. ,

My only concern in that whole process is that sometimes you get
votes that may be difficult to go and say to the President that I feel
this is strongly the position and then for your report to indicate,
you know, that that is a 5-to-2 or 6-to-1 vote.

1 am not hesitant, because I think that the Congress expects me
to utilize that as an advisori\: capacity and then make the recom-
mendation that I feel is in the best interests of the country to the
President for whatever decision he may make. )

But the balance of it, philosophically, which is something that 1
thilrik concerns the Congress when you look to any body, ITC as
well.

Senator RisicoFr. After all, you are the boss, you know. When
you were Governor and you had a group of Commissioners in front
of you and you listened to all of them, you never put it to a
consensus, I am sure.

You listened to them and you made the decision.

Mr. Askew. I know.

Mr. Chairman, if the law said I would make the decision, there
would not be a problem.

One of my biggest adjustments is learning how to work for
someone else.

Senator RiBicorF. I tell you, that is a damned tough job. I got out
of the Cabinet because I did not want to work for anybody else. I
did not want to be a No. 2 man to a President, either.

I think that this is one of the big problems that you have got. It
was the intention to make you the lead man in this operation.

My feeling is that the worst thing that would happen would be
that everybody would arrive at a consensus decision even though
that was not the best decision, you know. Everybody tried to com-
promise down. ’

I would contemplate that either you or the Secretary of Com-
merce, or anybody involved, if they feel strongly about a position,
they should not hesitate to go to the President.

Mr. Askew. You have my total assurance, Senator. That is the
way I operate, because I have had a political career that someone
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often says the issues that I have tackled have been somewhat
suicidal. I have managed to survive. I have absolutely no hesitancy
in-that regard and I will assure you that I will never stay in this
position a day that I do not feel that that is my responsibility.

All T am suggesting to you in this whole process, however, I
make a recommendation to someone else and then there are others
who might disagree that, as a practical matter, are really entitled
to state their point.

And so that is why I say that even though the process is titled
only “advisory in nature” when you send a memorandum to the
President you certainly include in it those of his Cabinet that
might take a differing view.

Again, my only point is I am not sure that the way it is presently
composed that you may not have maybe those who might be predis-

against one side out of balance with another. -

If I had to say to the President, “This is my recommendation to
the President, t{nat is it, period.”—but as a practical matter, Sena-
tor, I think I would be less than candid if I told you that that is not
the way the Federal Government works.

I am having a new initiation into the Federal Government. The
only thing I can tell you thus far is that my relationship with the
President has been excellent and as I say, I did not come up here
to be a custodian. I came up here, frankly, to hopefully make a
contribution but in response to the question of the interagency,
that has been one of the things that I have come to view as
something to look at.

Senator RiBICOFF. It sure is. )

I think—just one little piece of advice from a man whose career
has been similar to yours in many instances. You can solve every-
thing on paper, but often it does not work in practice as you
intended it to when you put it on paper, legislation included.

I would hope that a man with your practical bent of mind and
your experience, as you keep working with this, if you think that
there is son.cthing in the legislation setting this whole process up,
that is defective, or is not working, I would strongly recommend
that you come to this committee and tell them, frankly, what your
problems are. )

And I am sure you will get a very, very careful hearing and if
anything should be corrected, it will, because I sense that this
committee and the men on it, who I think are some of the out-
standing men in the Senate, want this to work. And if they feel
- that there is something defective, they will be the first ones to back
you up and it does not take very much to get an amendment
through if it is important.

You are the one who is going to be living with it. You will see it
& lot sooner than the Congress will see it because it takes a long
time for these defects to surface. Until they surface, much damage
can be done.

So I would hope, Governor, that as you work with this, if you see
something defective, you come and talk to the men on this commit-
tee and tell them what your problems are and I think you will find
them very sympathetic.
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Mr. ASskEw. Mr. Chairman, I think one of the strengths of this
office is the fact that we have that relationship and I am not -
hesitant to do that. - }

I will point out one problem that is not akin to the question of
interagency decisionmaking, but one that I have alread{ been con-
cerned with, and that is this wholeé question of voluntary re-
straints.

From time to time Membeérs of the Congress ask that foreign
countries restrain exports to the United States when there is no
formal import control investigation before us. Of course, a statu-
tory proceeding, such as section 201, can provide an explicit statu-
tory gasis to negotiate OMA’s. In such cases, we have the right'to
make recommendations to the President for remedies aside from
what the USITC may recommend. However, one of the things that
concerns me is that it is unclear what authority the executive
branch has in this whole area. Having been a chief executive
officer and having to prosecute a lot of people, I get very sensitive
on this whole question of where we have the authority. ,

I believe that the Congress could well look at this whole question
of whether they have fully equipped the executive branch to deal
in the area of possible voluntary restraints. I have not come upon
any similar limitations on any of my counterparts in any other
major trading countries of the world. There are some very impor-
tant antitrust implications arising from discussions of voluntary
restraint agreements absent specific authority given to them.

My point is, I believe that there may be times voluntary export
restraints would be less restrictive than a statutory action. To say
that voluntary arrangements are always protectionist, I think is
incorrect.

I personally, would hope that this is something that we could
discuss with you. It is an area that I point out to you because since
I have been in this capacity, when anyone wants to talk to me
about voluntary restraint, all I do is listen, because the law is not
clear. The Justice Department really cannot help you that much in
terms of telling you what the law is. ’

I initially started out by thinking that, government-to-govern-
ment discussions of export retraints were always proper. Then I
found out even government-to-government discussions may raise
antitrust questions if the foreign government talks to its industry
and that results in the industry voluntarily restraining trade.

So I intend for my tenure in USTR to be interesting. I hope to
enjoy some of it. It is not a job you can particularly be over-
whelmed with in terms of joy, but I hope very much to try to get
out of it without any question of having innocently—and I use that
word correctly, “innocently”—to try to get in a situation where
some may claim it is an illegal restraint on trade.

If the Congress expects us to do something, then as far as 1 am
personally concerned, there probably should be clear authority to
do it, or I am not even going to talk about it. ~

Senator RiBicorr. You see, you are going to be good at this job
because you are aware of these problems. The important thing
after all, you know, you are a double-headed creature. You are a

atrlt1 of the President, part of the Congress, and you owe loyalty to
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So some of these ideas are important and you are going to know
them and we will not. You will know them a lot faster than the
Congress will know them.

I think that the important thing is to get your concerns to
Congress and I think you will find enough people here willing to
take up your battles for you. i

I am just giving you some parting insights before I leave this
spot.
Mr. Askew. Let me say one other word, Senator. It is not con-
tained in our budget, but my concern is that I view the implemen-
tation of the MTN, that I have come to appreciate personally—I
cannot speak for the administration on this point—but I have come
to appreciate personally that it would be very helpful if we had
some regional representative—and, by that, I am not talking about
the 50 that some have suggested. I am talking about four or five
throughout the world who are regional representatives of USTR
who can assist in monitoring the codes.

It is going to be a very delicate matter. I think to assume that
your commercial attachés are going to be able to do it completely
on their own is probably incorrect. I think our business people
overseas have got to feel that there is somewhere they can go
where the main responsibility is one of insuring the workability of
the codes.

Senator RiBicOFF. Let me interrupt you there. I think this point
is excellent. My feeling is that this committee will vote unanimous-
ly to give you that. I think we all sense that that is important, that
there be somebody out of your office who is going to moniter these
codes and make sure that they work.

You just come up to us and tell us how much money you need to
get that.

I would like to have that submitted to the staff here and I would
just like to put in that extra money because unless you have got
representatives here on a regional basis, making sure that they are
monitoring, we are going to get'the dirty end of that stick.

I think that is an important factor. I do not know if Senator
Heinz agrees with me or not. It is very important to make sure
that our interests are protected and they are being watched around
the world.

Senator HeEiNz. Mr. Chairman, two things.

Mr. Askew. Let me just say that in fiscal 1982, so I can get
myself square, that is essentially what I am looking to for that.

Senator RieicoFr. I am through. You can take over.

Senator HEINz. Thank you, Mr. Chairman.

Just really one point. I was going-to ask permission to continue
for 3 minutes because I have a meeting with the leadershi% in a
few seconds, but on this point I would agree with you, Mr. Chair-
man, although unless the State Department were willing to make
some kind of compensatory budget reduction for their part as we
are, in effect, transferring money from them to STR for this pur-
;l)ggei, I think that we would have a budgetary problem in fiscal

Ambassador Askew has said what he is aiming at is 1982 rather
than 1981, and I think that will be the subject of some negotiations,
and I do not mean international.
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Mr. Askew. I can assure you it will be, Senator. Let me just say
that to assume that you have to take away from the State Depart-
ment, if we are talking about fiscal 1982, I do not think that would
be fair, because we are talking about a completely new responsi-
bility. I think you are going to find the State Department——

Senator HeiNz. Let's take a look at what you have in mind.

Mr. Askew. We are not talking about that many people. My
concern is that there needs to be some people set strategically in
different parts of the world whose sole responsibility is to be the
focal point for trying to monitor the code to work with commercial
attachés where buSiness has a place to go.

You know, we are going to get—the early vibrations are going to
come from the business community itself.

Senator HeINz. Mr. Ambassador, I have no quarrel with that
principal. We look forward—I think the chairman is correct—to
receiving your recommendations on that.

I just want to clarify something that you were mentioning on
voluntary restraints a moment ago.

Do I understand you to be saying that you do not like the
countervail or dumping laws, to restrict undertakings?

Mr. Asyew. No.

Senator Heinz. I just wanted to be clear on that.

What kind of voluntary restraint operations are, in a sense, up
in the air that concern you the General Counsel?

Mr. Askew. There is no authority I can find that satisfies me.
We do not have any authority for voluntary restraint, unless there
is an action that specifically gives you that authority. An argument
could be made otherwise but I personally would not want to rely
upon it.

I think the question is—I am not necessarily advocating it—but
what I am saying, somewhere along the line I think the Congress
probably needs to look at the question of whether there might be
instances where it is not provided for, where.some flexibility would
be given as an exception to any type of antitrust case.

Senator HeiNz. How could you give that in a way that would not
undercut the very strict parameters under which we want our
dumping and countervailing codes to operate?

Mr. Askew. It might require approval by the Congress or some-
thing like that, where a person does not go off on their own and try
to do that.

I am sure that there are some devices, upon consultation.
Anyone who sits in my responsibility—for instance, if he knows he
has got to consult, say, with this subcommittee—if he goes against
this subcommittee, he certainly gozs at his or her own risk.

It may be that there are no areas where you can do this. All I
am suggesting, however, is that we are called upon in a sense to do
it wherein we do not have the clear authority to do that. In the
absence of clear authority, I am not going to do it. In fact, I cannot
even talk about it.

Senator HEINz. Mr. Ambassador, it would be helpful, if you
believe this to be the case, to give examples to the committee so
that there is a record of what we are talking about, even though at
the present time it would be an academic record, but it wou d be
useful for future reference. . )
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Let me urge you, if there are some concerns, as I think there are
with you, to put on the record from time to time examples where
you think that kind of authority would be helpful to you.

Mr. Askew. Yes, sir. -

Senator HEiNz. Let me turn, if I may, to the next to the last
area. As you know, Mr. Cassidy was down before us on Tuesday
and we did discuss interagency clearing processes. I am sure he has

- filled you in, and I will not discuss the same matter, which was the -

spun acrylic yarn question and the intervention of the Justice
- Department which I think we hashed over and I assume you feel as
. everybody, I think, does, that it would be nice if the Justice Depart-
ment established their credibility as being a friend of Americans
%et;grally before they entered into an area outside the antitrust
ield.

“There is, on Monday, a hearing before Senator Stevenson’s and
my Subcommittee on International Finance on what has been de-
- seribed as the administration’s major trade bill for 1980.

This is a bill that would amend the law to permit the establish-
- ment of trading companies. It would generally try to facilitate
. exports and include in our export potential the unrealized potential
" in many medium, and hopefully smaller, sized companies.

I am told that there is no, and there will be no, administration

ition on that bill unless it is cleared by the Justice Department.

s that true?

Mr. Askew. I cannot answer that. I csunot say whether there
will or will not be. .

" I have never come upon any interagency matter thus far in
which I have been told anything like that.

First of all, it is not an administration bill.

Senator HEinz. No. The administration is supposed to testify.

Mr. Askew. Yes. _

Mr. Hormats is scheduled to testify on it, but you obviously have
some differences.-

Senator HEiNz. My question is, is there going to be an adminis-
tration position? The legislation Senator Stevenson and I have been
writing, and Senator Danforth and others, is clearly our legislation
and not administration legislation, but there will be testimony
from people in the administration. B

I am told that none of them will represent an admnistration—
that is, the White House, the President’s, point of view, and that to

- _the extent that there is any point of view, it will not come out of

your office, it will not come out of Commerce, it will not come out
of Sttu Eizenstat's office, but it will come out of the Justice Depart-
ment.

Mr. Askew. I cannot confirm that that is the case that it must
~ come out of the Justice Department. The Justice Department is a
part of the whole interagency process and in many areas, different
defartments take the lead.

would hope that there would be an administration position, but

when the time comes for Mr. Hormats to testify, there either will
or will not, and whichever way, that is the way, of course, that he
would testifﬂ.

I think that again one of my tremendous adjustments in this
responsibility has been, you know, trying to work with other agen-
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cies and not go off half-cocked and say something that could be
interpreted as representing the administration.

In fairness to the President, he needs the input of all of his
people and personally, you know, I am somewhat sympathetic to
that approach because I believe, really, that we are going to do a
better job than we have done thus far to try to free up American
business people abroad, to try to effectively compete.

When it comes time to testify, if there has been a position that

has evolved which is what we would hope would be, but if there is™

not, then we would simply testify in that regard.

Senator Heinz. I understand that.

What I suppose—I would like to take this opportunity to ask you
specifically, to try between now and the time of that committee
hearing——

Mr. Askew. I assure you I am. I can assure you [ am.

Senator HEINz [continuing). To do the very best you can to get a
real, genuine, unified administration position.

If you cannot, sometimes you cannot because of the time availa-
ble, T would hope that there would be not too long after that a
decision on the part of the administration as to what it is that they
really want to do and that it would be sent out down in the form of
a bil{that Senator Stevenson and/or I would be happy to introduce
by request so that we would have a clear idea of what administra-
tion policy in this area is.

I must tcil you that when I heard what the situation was likely
to be on Monday, I was very distressed. One of the reasons we are
just not doing the kinds of things we need to be doing in this
country to fight inflation in energy and trade is because it is
soretimes very hard to get the decision made by the person who
wants to make it, so there is something from which we can work.

We have had the same situation last week with coal conversion,
where we have been promised a bill on three separate occasions
and there will not be any bill submitted by the administration
because, presumably, the administration does not want in- writing
one way or the other where they are going to come out on the
environmental issue and to speak out on that issue will make the
environmentalists mad.

We are all politicians. None of us like to get caught in an
election year, especially on something that might be unpopular
with some people, but the country has gone beyond that.

We are in dire straits and we have to have decisions made for
the good of the country rather than for the good of any particular
party or politician.

Mr. Askew. I can assure you that the President feels the same
way and I would submit to you that that is exactly the way he has
tried to conduct the Presidency, Senator.

One thing that I would share with you, I think that you are
aware that NSC has been a lead agency in export incentives. To
get into some of the things you talk about in your bill, they
released a preliminary report that recently they are looking
toward completing their own study which is due, under the Trade
Agreements Act, by July 1 of this year, at which time some of
:hese things will evolve, and the administration will state a posi-

ion.
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What I am trying to do, I am trying to determine whether or not
it is possible, prior to the completion of that report, to state the
administration position that would be consistent with something
- that has already been arrived at. That ma¥ not be possible because

the gr;ocess is still going on, but I certainly can assure you that I
will be trying to get just that.

Senator HEinz, I hope you succeed. I surely do.

One last question. You may remember that we exchanged some
views, some correspondence on mushrooms last November?

Mr. Askew. That is what 1 have been sitting here thinking
everytime I see you.

Senator HEINZ. You look at me and all you see——

:  Mr. Askew. Not only mushrooms, but canned and fresh, because

I think it is a very important matter to the people affected and 1
would say to -be complimentary to you, Senator, you have been

_effective in terms of asserting their position which I think is exact-
ly why you are here.

Senator HEiNz. Flattery will get you somewhere, but I am not
quite sure——

Mr. Askew. That simply is a predicate to the question.

Senator HEINZ. Let me be specific.

On November 16, when I asked whether or not the question of
mushrooms had been discussed with the PRC, the People's Repub-
lic, you indicated on November 16 to your knowledge the issue of
canned mushroom imports was not specifically raised with the
Chinese during the trade talks. »

Therefore, I have asked you—in other words, have asked the
State Department—to express to the appropriate Chinese officials

our concern over the potential increase in imports.

Do you know if that has been done?

Mr. Askew. Senator, I will confess to you that I do know whether
it has been done. We have met with the Chinese on essentially
around textiles which was from a standpoint of the overall inter-
ests of the United States was the most critical problem.

It has been my hope that events would be such that I would
personally go to the People’s Republic of China by the fall. I have
not forgotten it, by any means.

We have not gotten to the point where I believe that those, along
with some other issues, that we are in a position, really, to discuss
with them.

Senator HEInz. So that I understand you, you feel now somewhat
differently than you felt in your November 16 letter? Specifically,
as I understand you—correct me if-1 am wrong—that whereas
before you said that the State Department not only has been asked
but should contact Chinese officials over the increase in mushroom
imporis; the answer today is that you do not feel that that is
something that should be taken up until you go to China.

Is that what you mean?

Mr. Askew. No, sir. I do not mean that at all. What I am saying
is that I will be very happy to check with the State Department to
- gee to what extent that has been raised and get back with you.”
Senator Heinz. I would appreciate that.

Mr. Askew. Thank you. :
Senator HeiNz. Thank you, Mr. Ambassador.

62-375 0 - 80 ~ 4
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Mr. Askew. Thank you.

Senator HeiNz. Mr. Chairman, I see that we have a new and
equally distinguished chairman. Thank you very much.

Senator RotH. Mr. Ambassador, I am sorry to be late for your
appearance here. :

nator HEINz. Mr. Chairman, I forgot one thing. Unfortunately
I have to go to a meeting. May I ask when the USITC appears that
the questions that I have prepared be submitted to them to respond
in writing, after the hearing?

Senator RoTH. Yes. Without objection.

Senator HEiNz. Thank you, Mr. Chairman.

Senator RoTH. Mr. Ambassador, I understand that in the course
of your testimony, or during the questioning, you raised the prob-
lem of antitrust implications of these voluntary agreements. This is
a matter that has siven me considerable concern. As a matter of
fact, I am concerned about the whole problem of the antitrust laws
as they affect our efforts, your efforts, and those that appear on the
Hill to promote trade.

4 Doqyou have any suggestions at this time as to what might be
one?

I would hope that somehow we could at least begin to_hold some
hearings in the appropriate committees on this matter, because I
think it is an extremely important and somewhat controversial
part of the problem of promoting American trade.

Mr. Askew. That may be a good idea.

The way this discussion came up is that Senator Ribicoff indicat-
ed that any time something comes up that you want to share with
us, it is important to do so. This has been an area of concerr .o me,
and I am not necessarily suggesting any change. What I was trying
to say is that sometimes we are asked to do things or it is suggest-
ed to us that we do things which, under the law, are not clearly

rmissible. -

I think hearings on this question could be beneficial. I think that
those who believe that any type of voluntaiy restraint is philo-
sophically not desirable have a valid point of view. There are a lot
of people I respect who have the point of view, but the law already
explicitly authorizes us to seek export restraints in certain cases.

I-think it is a very delicate field. I think you would have to
proceed very cautiously and it may well be that you will determine
that you do not wan{ to change existing law. Personally, I think it
would be helpful to clarify that existing law so whoever sits in my
position will have the benefit of knowing more precisely what is
permissable. I have serious doubts as to what is permissable and 1
should really be very careful in terms of talking about it. The
Clim :ess itself, of course, in a specific area could direct that au-
thority.

What I would like to see is an exploration of the issue. Are there
any areas where the executive branch might be given explicit
statutory authority to seek voluntarily restraints?

Senator RoTH. Let me point out, I think it was during the steel
discussions last year when the administration was trying to work
out the triggering mechanism, at that ver% time when discussions
were going on with the Japanese, either the Deputy or one of the
Assistant Attorney Generals made a statement that the Japanese
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would be in violation of our antitrust laws if they proceeded with
an agreement which our government was asking them to consider.

We cannot have it both ways. We have got to be able to have a
consistent policy within the executive branch of the Government.

And I think that some tough decisions have got to be made. We
have the automobile situation coming up, with which I know you
are involved. I have had a number of the Japanese stop by my
officé and they have raised this question about the antitrust laws.

To me, this is not of your doing, but you are in a very difficult,
negotiating position. I do not know what you are proposing or
intend to propose, but seems to me the Japanese can somewhat
accuse us, even if we are negotiating in good faith, that at least one
branch of the Government is saying he is in violation of our law.
We cannot reallK expect them not to agree.

This is something that I think clearly needs to be zeroed in on
and, as you say, clarified. Frankly, I do not think clarification is
the answer. I think there is going to have to be some resolution of
the matter as to what the policy is going to be. ’

Ambassador Askew. I would like to be able to understand, how-
ever, what Congress expects because if a Congressman calls upon
us to urge the Japanese to use voluntary restraint in this instance,
my personal guess is that he can do so with a pretty good feeling of
congressional immunity. However, we are put in a position of
discouraging the Japanese from a VRA. But they assume from our
discouraging it that that is what we want them to do.

What 1 am telling you is that as we attempt to assert ourselves
more actively in the whole area of international trade, it would be
helpful if we went back and unemotionally reviewed where we are
in terms of the antitrust, what the implications are of any change
in the law, and then determine whether or not the Congress and
the President might wish to change the law. Senator, I believe this
is an important issue. The question is, are we going to put our-
selves at a disadvantage because of the ambiguity under current
law? Are we going to continue to put our people in an uncomfort-

:f}' - able position of talking in subtleties that might have some implica-

tions that personally would not be good for them.

I think that the hearings you are talking about could be helpful.
Mi concern is that I know exactly what the law is, that I not be
asked to do something that_is illegal, and if 1 should do it, in the
wisdom of the Congress, then we should consider changing the law.

It is a difficult field.

Senator Roru. It is a very difficult field and there are no eas
answers and 1 am not sure entirely where I come out but I thin
there does have to be some resolution of the matter.

The only thing I would urge is that 1 think it would be helpful,
at the same time, we get hearings held here, and the administra-
tion itself begin to examine the question of what kind of recom-
mendations they would make in the area because ultimately it will
take both branches of the government to come to a firm policy.

Ambassador Askew. 1 agree, Senator.

Senator Rovi. Thank you very much, Mr. Ambassador.

Senator Risicors._Unfortunately, 1 came in—I had some calls to
make and I just came in at the end. I gather—was there a request,
or a feeling on your part, Senator Roth, that our antitrust laws as
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they are now constituted are harmful to America’s trade position
in the world? )

Senator RoTH. I am very concerned about that.

Senator Risicorr. I think you are making a very good point,
although acting on it could be a question of taking over the juris-
diction of the Judiciary Committee. -

I have thought for some time we have been very unrealistic in
the changing world with multinational corporations in tough com-
petition from the European Community and Japan. A real question
exists as to whether this is something that should be addressed
from a trade position.

Senator RortH. I think it should. While we do not have direct
jurisdiction, it is something, I think, because of our responsibility
in the export area, would be very worthwhile to begin exploring.

I think the fact—there are two things we have to face today.
One, essentially in a world market American business is competing
not only with American competitors but more -importantly with
some very efficient, large, multinationals of other origins.

This is a fact of life that I think has to be recognized today. I am
not sure to what extent the courts are aware of this fact. I am not
zayitl)lg they are not, because I am not an expert, but I have some

oubts.

I was also pointing out that I was also concerned about the fact
that, for example, last year when the administration was trying to
make some resolution in the steel area, at the very time our people
were proposing a solution—I think it was Bob Strauss—we had an
Assistant Attorney General, I think it was, who said if the Japa-
nese agree to it, they would be violating the law.

No. 1, we cannot be very effective negotiators if we have a
divided house. And second, if that is true, then we will have to
abide by it, or we will have to change the law.

Senator RisicorF. I am just wondering. I think you are making a
good point. Whether we have time for it, I think it might be
something worth exploring.

Mr. Cassidy, would you get together in the near future with Mr.
Foster and just discuss whether these hearings would be worth-
while from our position and also I would bring in Senator Roth’s
staff man in that discussion with you, to see if this is something
worth going into, just opening it up this session, or whether it
should be explored later, whether it would have a salutory effect?

Senator Roth and I will look at our schedules and look at this
session and see if it is in the cards.

Senator RotH. I would be happy to cooperate with that, Mr.
Chairman. . . 1

Senator RiBICOFF. Are there any more questions?

Senator RotH. No. :

Senator RiBicorr. Thank you very much. .

Mr. Cassipy. There is one last statement, Mr. Chairman. A few
months a§o we were told that OMB has finally cleared our authori-
zation bill draft, which we have discussed with your staff and we
urge you to consider it when you consider our authorization this
year.

Senator Risicorr. Whether they had approved it or not, I think
we would have known how to handle it.
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Mr. Cassipy. Thank you very much.
(The prepared statement of Mr. Askew follows:]

STATEMENT OF AMBASSADOR REUBIN O.'D. ASKEW, U.S. TRADE REPRESENTATIVE

Mr. Chairman, I am pleased to appear before you to discuss our 1981 budget. I
. have with me today our General Counsel, Robert Cassidy, and John Giacomini, our
Director of Management, who will assist me in answering your questions.

Mr. Chairman, during the past five years the Office of the United States Trade
Representative has operated under a five-year authorization contained in the Trade
Act of 1974. This authorization will expire after fiscal year 1980 and must be
extended.

We hope to be able to propose another 5-year authorization.

As you know, during the Multilateral Trade Negotiations of the Tokyo Round,
part of our budget was included in the State Department budget. As a result, we
were able to use the State Department's basic authorizations which most, if not all,
ggencies have. We are prepared to submit a draft of an authorization bill that will
facilitate the performance of our increased responsibilities.

As you also are aware, when major new responsibilities were given to the USTR,
Congress allocated additional resources to us so that implementation of the Trade
Agreements Act could begin on January 1. Fifty-seven additional positions brought -
total personnel for this fiscal year to 115. Eleven of these positions are assigned to
our Geneva office, which is our operating arm abroad. The remaining positions were
assigned to the various organizational units as illustrated in the handout which you
have. All new positions are expected to be filled by late spring. Also, we are
attempting to find sufficient space to accommodate adequately our enlarged staff.

We have a singe budget. (Through fiscal year 1979, multilateral trade negotiations
were budgeted for by State and by STR.) For this fiscal year, supplemental funding
brought our total budget up to $8.4 million. Of that total, $1.5 million is being used
to set up the Geneva office. The supplemental assistance given to us by Congress
made possible the rapid initiation of our new responsibilities.

Our request of $9.3 million for fiscal year 1981 will provide for maintenance of
our current organization and for certain increases in operating expenses.

Areas which appear to be tight because of recent significant cost increases are
printing and reproduction—Federal Register fees have gone up significantly—and
travel, where overseas and domestic rates, and per diem, are apparently going to
increase significantly in the spring.

We are required by law to publish items such as tariff prolamations, case notices,
and trade agreements. By next October, the Register will have increased in cost per
page by about $100 to a new high of $408 per page. Travel, of course, is essential to
the success of our international operations. So projected cost increases in travel will
have an effect on our requested budget. -

By early summer, we will have a clearer fix on the effect of these increases on our
projected needs.

We have opted for holding total personnel in fiscal year 1981 to the 115 positions.
As we begin to prepare our budget request for fiscal year 1982, we will reassess our -
staffing in terms of perceived requirements for the future and decide at that time if
additional positions are needed.

This completes my testimony. 1 would be pleased to answer any questions you
might have on the budget or on our operations generally.

Thank you.

Senator Risicorr. The U.S. International Trade Commission.

Madam Chairman and ladies and gentlemen, you may proceed.
Your entire statement will go in the record as if read.

) Irhave read your statement. Your request seems to be very much
in line.

You are only asking for $118,000 for program increases. As I
understand it, the Subcommittee on Trade of the Ways and Means
Commi‘gtee has authorized the full amount of $16,981,000. Is that
correct?



26

STATEMENT OF HON. CATHERINE BEDELL, CHAIRMAN, U.S. IN.
TERNATIONAL TRADE COMMISSION, ACCOMPANIED BY HON.
BILL ALBERGER, VICE CHAIRMAN, US. INTERNATIONAL
TRADE COMMISSION; PAULA STERN, COMMISSIONER, U.S. IN-
TERNATIONAL TRADE COMMISSION; EDWARD C. WALLING-
TON, JR., DIRECTOR OF FINANCE AND COMMISSION BUDGET,
U.S. INTERNATIONAL TRADE COMMISSION

Ms. BepeLL. That is correct, Mr. Chairman.

S_?nat(:lr RisicorF. Your entire statement will go into the record
as if read.

We have placed upon your shoulders by the Trade Act of 1979 a
considerable amount of new responsibilities and my hunch is that
once the trade acts get into the works, you are going to have many
burdens. »

1 have no questions.

Do you have any questions?

Senator RotH. No.

Senator RiBICOFF. The better part of wisdom, I suppose, would be
to say thank you, on your part, and you come back some other
time, if we have any questions. -

Ms. BepeLL. This has been a most deligl;tful presentation and I
thank you, Mr. Chairman, and my friend Senator Roth.

[The questions submitted by Senator Heinz and the Commission’s
answers and the prepared statement of Ms. Bedell follow:]

StaTEMENT oF HON. CATHERINE BEDELL, CHAIRMAN, U.S. INTERNATIONAL TrADE
COMMISSION

Mr. Chairman and members of the committee, 1 am pleased to have this opportu-
nity to discuss with you the fiscal year 1981 budget request of the United States
International Trade Commission. As we have previously stated, the Commission
appreciates this Committee’s continued strong interest in, and support of, the Com-
mission’s work.

I am accompanied today by Vice Chairman Bill Alberier‘and Mr. Edward Wall-
ington, the Commission’s Chief of Finance and Budget. Other stafl members are also
present.

The Commission’s fiscal year 1981 budget request is essentially a request to fund
operations at the same level as fiscal year 1980, but with some shifts in emphasis on
individua! activities. The Commission is request'mF the authorization of $16,981,000
to support its operaticns and a staff of up to 438 full-time permanent employees in
fiscal {ear 1981. This amount is $1,064, more than the Commission’s fiscal year
1980 o ligatin authority, assuming enactment of the pending pay increase sup te-
mental. Only $118,000 of this rise is for program increases. The balance, $946, is
the result of built-in.cost increases and inflation. The number of authorized position
remains unchanged. As you may already know, the Subcommittee on Trade of the
House Committee on Ways and Means has approved an authorization of the full
amount of $16,981,000 requested by the Commission.

In developing this request, we used zero based budgeting procedures to update our
fiscal year 1980 budget as well as to establish the fisca [\;gar 1981 budget. We
believe that the result is a conservative plan for operation in th years.

As you know, the Trade Agreements Act of 1979 assigned the Commission new
responsibilities for antidumping and countervailing duty investigations. We know
already that these new responsibilities will cause a heavy Commission workload in
fiscal year 1980, when many outstanding cases must be processed under provision of
the new law. We expect further work to result from new requests for investigations
and from the requirement to determine possible injury if outstanding countervailing
dluty orders are waived. The timing and extent of this demand are not yet fully
clear.

In order to accomplish this greater volume of work in fiscal year 1980 within the
limits of the funds appropriated, the Commission has sharply reduced previous
fiscal year 1980 plans for other activities. Much of this reduction will come in
investigations under section 332 of the Tariff Act of 1930. The Commission adopted
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this planned reduction reluctantly after determining that no reasonable alternative
existed if we were to have the resources necessary to meet our statutorily mandated
work and still be in a position to make a full response to Congressional and
Presidential requests for investigations.

"Once the initial fiscal year 1980 surge in the work required to complete both
outstanding and new antidumping and countervailing duty investigations is behind
us, we believe there should be a reduction in demand for such work in fiscal year
1981, although not to the pre-Trade Agreements Act level. The Commission then
plans to shift some of its resources back in support of section 332 investigations. We

called upon to analyze problem areas before they becorae critical. In preparation for
this eventuality, a new planning committee consisting of several members of our
senior staff is developing plans and options desiﬁned to enable the Commission to
direct our limited resources to those analyses t at will be of maximum value to
trade policymakers. Within the next four to five months we hope to have the first
draft of a plan for optimal allocation of those Commission resources which are not
being used for statutorily required work.

It may be that our estimates on antidumpinf and countervailing duty investiga-
tions in fiscal year 1981 are too conservative. f this happens, we again will try to
shift our resources. I would point out, however, if there is a significant increase in
the workload we might have to come back and ask for additional funds.

We are also lookinitow rd at least a partial solution to a problem over which we
have no control—high rent or Standard Level User Charge (SLUC) from GSA. The
budgeted rental fee for our 148-year-old main building in Washington will rise from
$535.000 in fiscal year 1980 to 27,000 in fiscal year 1981. This increase of almost
55 percent results solely from new rates established by GSA on the basis of their 3
vear assessment. So instead of secking additional high rent space, we have initiated
a test program using “systems" or modular furniture that will enable us to lace
three or four employees in small acoustically paneled rooms, now occupied by tewer
people, without any reduction in efficiency or ¢ roductivity. While the initial expense
1s high, we feel that it is the only way we can old down space costs if our personnel
strength is constant, or avoid sharp cost increases if we have to add new staff in
future years. An added advantage accuring from the use of this equ?ment is the
ene savings it offers us in a National Historic Landmark Building with an
overloaded and inadequate electrical system. Should we determine that systems
furniture will be cost effective, we would expect to develop a plan for phased
installation throughout the agency. It could however, be necessary to ask you later
for additional funds for this purpose in order to avoid space shortages or a delay of
years before beginning to effect this cost savings.

As for the overall budget, it is our judgment that we have estimated our needs
prudently.

QUESTIONS SUBMITTED BY SENATOR Heinz

Question 1. In my state-there-are some companies which produce steel wire rope.
1 understand that th producers, along with others, have been working with the
Commission for nearl{ two years to correct misleading country of origin practices
which occur in the safe and distribution of imported steel wire rope. 1 would like to
know the present status of this matter.

Answer. The Commission has pro substantive regulations on this matter. (45
F.R. 12833, February 27, 1980) and is acceptin public comment on these s ific
regulations and also on the general issue of the mmission’s promulgating substan-
tive regulations under section 337. A principal reason why the Commission chose to
consider a rulemaking proceeding covering countr of-origin marking of steel wire
rope is that it has been alleged that there is a preference among consumers of steel
wire rope for the domestic product. The Commission is especially concerned with
protecting U.S. consumers from alleged unfair trade practices.

Question 2. From what I have heard, parties involved in section 337 investigations
sometimes spend in excess of a-million -dollars in legal fees. Is it correct that
rulemaking would be less costly to the parties?

Answer. The Commission is not privy to the legal fees charged in its investiga-
tions. It has, however, been asserted by attorneys for the steel wire rope and
specialty cable manufacturers that a rulemaking procedure would be somewhat less
costly than an adjudication.

tion 3. Since the Commission, through the Office of al Services, takes an
active role in section 337 proceedings, would rulemaking allow the ITC to more
efficiently use its financial resources?
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Answer. Substantive rulemaking treats with certain unfair methods of comggti-
tion on an across-the-board basis rather than case bf case as in adé'udications. his
in aggregate may prove to be less costly to the public at large and perhaps to the
Commission as well. However, since input from the Office o Legal Services, es
cially concerning the public interest, would be equally as important in a rulemaking
proceeding as in an adjudication, financial savings to_the Commission are not
necessarily foreseeable from the use of rulemaking.

Question 4. As you are aware, the amendments to section 337 made by the Trade
Agreements Act of 1979 provided the Commission with the authority to impose civil
%enalties for a violation of section 337. Additionally, the legislative history of the

rade Agreements Act of 1979 indicates that section 337 covers importation and the
subsequent sale cf the imported product. From what I have read on this rulemakin
gzoposal, including a memorandum prepared by the Commission’s Office of Lega
Services, rulemaking seems to be a significant new tool useful in the elimination of
unfair practices. It also appears that a rule coupled with a subsequent abbreviated
section 337 adjudication, where necessary, might be the most effective way to
implemg’nt this new authority. Is the Commission considering use of rules in such a
manner?

Answer. The Commission is, as you suggest, considering the use of substantive
regulations as a fair and efficient method of addressing certain unfair trade prac-
tices. It is contemplated that a hearing, the format of which is now being studied by
the Commission staff, would be conducted to determine whether section 337 is being
violated. This would include all statutory elements, including restraint of trade or
commerce, as might exist in the deception of U.S. consumers, injury to an economic
and efficient operation of the domestic industry, and public interest considerations.
Only if the necessary factors are proven to the Commission would a fina! rule be
promulgated. Individual instances of violation of the rule would be handled in
subsequent proceedings. Such proceedings would be limited to the question of the
applicability of the rule and its violation. As you can see, this does not vary too
ggeatly from a straight forward section 337 adjudication, the principal difference

ing the general application of the remedy.

Just as with any fully adjudicated section 337 investigation, it would be anticipat-
ed that injury to the domestic industry would be remedied by the promulgation of
the underfying Commission order (or rule). Hence, one could not expect there to be
injury to the domestic industry at the time an enforcement action takes place. As a
safeguard against any rule remaining in force longer than is necessary, the Commis-
sion has proposed a four-year sunset provision. It is hoped that this combination of
features would make the promulgation of substantive rules a fair, efficient, and
cost-effective way of exercising section 337 authority.

Senator RiBicorr. Mr. Chasen and his staff.
All right, Mr. Chasen.

STATEMENT OF ROBERT E. CHASEN, COMMISSIONER, U.S. CUS-
TOMS SERVICE, ACCOMPANIED BY WILLIAM T. ARCHEY,
DEPUTY COMMISSIONER OF CUSTOMS; CHARLES "C. HACK.
ETT, JR., ASSISTANT COMMISSIONER FOR BORDER OPER-
ATIONS; ALFRED R. De ANGELUS, ASSISTANT COMMISSIONER
FOR COMMERCIAL OPERATIONS; AND KENNETH L. WILSON,
DIRECTOR, PLANNING AND BUDGET DIVISION

Mr. CuaseN. With-your permission, Mr. Chairman, I do have a
formal statement.

Senator RiBICOFF. The formal statement will go into the record
as if read. If you would like to summarize, you may.

Mr. CuaseN. I would just like to make a few brief remarks. To
begin with, I would like to introduce the staff who are with me.

n my right, Bill Archey, our Deputy Commissioner; next to him

is Al De Angelus, Assistant Commissioner for Commercial Oper-
ations. On my left is Charles Hackett, our Assistant Commissioner
for Border Operations; Ken Wilson, our Budget Director.

I would like to make my remarks very brief. We are requesting
an authorization for $472 million. The Customs Service, in fiscal
year 1979 collected $8.5 billion and we returned $20 to the United
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States Treasury for every dollar expended in carrying out our
mission. Outside of that, we fully support the aim of the adminis-
tration to keep government expenditures at a minimum and we
will be prepared to answer any questions you might have.

CUSTOMS INTERNAL INVESTIGATION

Senator RieicoFfF. Let me ask you, your agency has been in the
press to a great extent during the past year involving charges of
illegality. As I understand it this has been as a result of an inter-
nal ?investigation made in the Customs Service itself. Is that cor-
rect?

Mr. ChaseN. The investigation that you are referring to is prob-
ably the one in our New York region, which was initiated by the
Customs Service itself with the U.S. attorney’s office in Newark.

It has led to seven arrests so far and, because it is in litigation, I
am not at liberty to discuss it.

Senator RisicorF. That was initiated by the Service itself. It did
not come from any outside source?

Mr. CuaseN. No, sir.

Senator Risicorr. Now, let me ask you, do you think you have
got this under control now?

Mr. CHASEN. Are you referring to the New York situation?

Senator RibicorF. The general corruption factors.

Mr. CHaseNn. I think that we have in place an organization, an
internal affairs association. We set up a new organization that we
call management integrity, which is now directed by a highly
competent individual and I think we can handle our integrity
problems with the organization that we have in place at the pres-
ent moment.

There is active cooperation between the Justice Department and
yourself now?

Mr. CHASEN. Yes, sir.

Senator Ripicorr. Now, let me ask you, the Ways and Means
Committee gave you $5 million more than you asked for?

Mr. CuaseN. Yes, sir.

Senator RiBicOFF. The President has asked agencies to cut even
further. If additional cuts are made, what happens with the Cus-
toms Service?

Do you think that that saving will be contrary to the best inter-
ests in collection of additional sums? Do you think you can raise
more than the so-called cut by a full complement of people, or can
you still raise the same amount of money and be more effective
and more efficient?

Mr. CHASEN. It is my judgment that we could perform as effec-
tively as before. I think that our problems are not wholly solved by
additional manpower.

It would be helpful—there are certain areas where more man-
power is necessary particularly in Miami International Airport. We
had hoped to use the additional funds for critical points. If the
funds are not forthcoming, we will just have to review all of our
operations to see how we can do the best that we can.

62-3750~80 - 5
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MIAMI AIRPORT

Senator Risicorr. What is the problem at the Miami Airpo
that needs special attention. -

Mr. CHASEN. The Miami Airport is a good example of inadequate
advance planning. The facility in the last 15 years tripled its
growth. Each b gears it doubled in size.

I was down there recently and the airport director told me in 3
or 4 years Eou will have a larger volume than JFK in New York.

Senator RiBicoFF. You mean Miami will be larger than JFK?

Mr. CuaseN. Yes, sir.

Senator Risicorr. Why is that?

Mr. CuaseN. The primary reason is because of the high cost of
fuel. Many of the international carriers instead of overflying
Miami, for example going to Tampa or Atlanta, will now create a
hub at Miami. This will allow the South American carriers to
utilize Miami as the nearest turn around point. .

I saw Jim Gorson here. He is probably more competent to answer
that question than I am, but this is what I have been advised. We
have tracked Miami very carefully because of the discomfort
caused by incoming international passengers there and we see this
trend line of an approximately 20 percent growth increase per

year. -

The problem there, to answer your original question, the facili-
ties were inadequate. They did not have space to handle the in-
creased amount of incoming passengers. They were all compressed
into 17 belts, we call them primary stations, and there was no
other place for them to go so they just had to back up.

Senator RiBicorr. This is not the Customs Bureau’s responsibili-
ty, it is the management of the Miami Airport, is it not?

Mr. ({(HASEN. That is right. We do not control the facilities where
we work.

Senator Risicorr. Who does control it? Is there a special authori-
ty in Miami to control the Miami Airport? Is there a special
authority?

Mr. CHaseN. Yes, it is a local authority.

Senator Risicorr. Well, what are they doing about it?

Mr. Cuasen. Well, they have planned a new facility which will
open in April. It is scheduled to open April 1.

Senator Risicorr. Of this year?

Mr. Cuasen. This year.

Senator RiBICOFF. I see.

Mr. CuaseN. I do not know. I went down there to see whether
they would be on schedule. It is questionable, but when they open
that will alleviate Miami substantialli;, because about 20 to 24 new
primary stations will be available to the public.

We have agreed to staff these stations. We have been prepared
for this all year and I believe that Miami will be greatly alleviated
beginning with April 1 when these additional primaries open.

OVERTIME

Senator RiBicOFF. Let me ask you about another problem with
the Customs Service that has been in the public print; it is the
large amount of overtime pay. _
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It is estimated that as much as $70 million may be paid out and
the Ways and Means Committee has recommended imposing, for
ﬁlscal 1981, a ceiling of $20,000 in overtime pay per Customs em-
ployee.

Does that have to be? Is there any way that you can run the
Customs Service on regular hours without large overtime, or is it
endemic to the customs business?

Mr. CHaseN. I think that overtime is peculiar with the customs
business and also it flows from any staffing situation where you try
to handle peaks and valleys and unusual situations and not build a
big staff which will just sit around part of the time.

So you have to have overtime in.order to meet these peaks and
valleys and unusual situations such as unloading oil freighters.
Overtime is a way of life.

As a matter of fact, Senator, a large proportion of that overtime
is reimbursed because of the recognition of its necessity.

Senator RiBICOFF. In other words, the cost of the customs employ-
ees are paid for by the exporter or importer as the case may be n
unloading the merchandise? Is that the case? f

Mr. CHASEN. Primarily the air carriers and the vessel companies.
They will reimburse us—what is the percent, Ken?

$43 million out of the $70 million?

Mr. WiLsoN. Approximately that.

Mr. CHASEN. Approximately 60 percent is reimbursed.

Senator RiBicoFF. If 1 come back from overseas on an overseas
carrier and I land in any American airport and the plane is an
hour or two late and a customs employee has to hang around
waiting for them, they go overtime.

Is that paid for by the air carrier, or is that cost picked up by
your department?

Mr. ARCHEY. That, Mr. Chairman, is paid for by the air carrier if
it is on a week night. - -

Senator Ripicorr. If it is on a what?

Mr. ARCHEY. A week night, but not in all instances. .

For instance, at J. F. K., that plane may come in 2 hours after it
is scheduled to arrive, but we may have a shift on anyway to deal
with incoming traffic beyond 5—we do not work a regular 8 to 5
shift. This is a regular shift on, and a plane that is due at 4 comes
in at 6 it still will be carried out by customs under the normal
appropriated moneys.

me airports which do not have much traffic after 5 and a
lane was scheduled for arrival at 4 and comes in at 7, that would
reimbursed by the carrier except on Sunday. -

An act of a couple of years ago provided that all Sunday over-
time between 8 and 5 is now a matter of appropriated funds.

That is also holidays as well, Sundays and holidays.

NEW INSPECTION TECHNIQUES

Senator Risicorr. Let me ask you, what progress has been made
in reducing delays in processing travelers through customs?

Mr. CHASEN. Probably the most outstanding advance that has
been called to our attention is what we call the citizens bypass. It
is in considerable use here at Dulles.
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If you are a U.S. citizen returning from abroad, and we do this
by cooperation with the Immigration Service, you do not go
through two services. You go directly to your luggage, you get your
luggage, and you go to the inspector who asks you a few gquestions
and processes you through our machine. )

You do require a handbag inspection on behalf of the Depart-
ment of Agriculture, all of which can be done in 10 seconds. Our
problem there is that the airlines are having difficulty in getting
the luggage delivered fast enough.

‘That has been the most outstanding advance.

Senator RiBICOFF. Any thoughts on the alternatives suggested by
GAO? Are you doing much in that field?

Mr. CHaseN. We tried the GAO’s suggestion in 1968 of processing
the passenger before he picks up his luggage. It did not work
satisfactorily then for us and we have reservations about it as
being the right way to do it as compared to Citizens Bypass or our
other technique that we are using now which is called one stop
that covers both noncitizens and citizens at the same time.

ANTIDUMPING AND COUNTERVAILING DUTY LAWS

Senator Risicorr. We are sort of running behind on these hear-
ings. I would like you to submit for the record a statement as to
what you see to be the functions of the Customs Service in aiding
%n the enforcement of the antidumping and countervailing duties
aws.

What priority do you assign with working with the Commerce
Department in this area?

Are there any preblems that you foresee?

I would like a statement from your service on that question.

Mr. CHaseN. Yes, Mr. Chairman.

Senator Risicorr. Thank you, gentlemen.

Mr. CuaseN. Thank you.

[The material to be furnished and the prepared statement of Mr.
Chasen follow:]

Tue ComMmIssIONER OF CUSTOMS,
Washington, D.C., March 31, 1980.

Hon. ABrRAHAM A. RiBICOFF,
U.S. Senate, Washington, D.C.

DeAR SeNATOR Riicorr: In response to your verbal request made at the Trade
Subcommittee hearinﬁ of March 13, 1980, regarding the functional responsibility in
the enforcement of the antidumping and countervailing duty laws, the following
information is provided.

The Trade Agreements Act has transferred to the Department of Commerce the
responsibility for the investigation of antidumping petitions, countervailing duty
investigations, and the final determination of the amount of both dumping and
countervailing duties to be collected after the International Trade Commission has
made the necessary determinations. The task of receiving deposits of estimated
duties with the entry summary, of accepting bond coverage or deposits of other
securities and the final resolution of the amount of duty remains with the Customs
Service. This r%gonsibility requires that customs take the necessary actions in
accordance with the stages of development that the antidumping and countervailing
duty investigations are in at the time of entry processing. In the preliminary stages,
Customs must accept bond coverage-or estimated duty deposits, and when the case
is completed and Customs is advised of the amount of dumping or countervailing
duty that is due, the initial collection must be adjusted by a refund or billing and
collection of the additional amounts. During this period, the Customs Service must
hold the entries in an inactive file so that the liguidation may, if necessary, be
suspended in accordance with Public Law 95-410.
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In cases where the final adjustment is completed, the entry has been liquidated
and the importer has protested the assessment of the countervailir‘\f or dumping
duty, Customs must identify the entry summaries involved and provide them to the
Department of Commerce for review. When action is taken on the recommendations
of the Department of Commerce, they will hold these documents for the prescribed
regulatox{y time, awaiting a possible_further action by the importer. This would be
done by filing a summons with the Customs Court.

We are responsible for publishing pertinent information about dumfFing findings
in the Customs Regulations and also for notifying all of our field offices and the
importing public of any significant actions in countervailing and dumping cases.

e are currently developing within the Customs automated systems the ability to
automatically accumulate the information on deposits of estimated dumping and
countervailing duty computations as well as the final assessment of these duties
through the liquidation procedures. This information is currently available through
manual methods and is correlated in our automated systems. This method of collec-
tion is very tedious and expensive and, therefore, is not done as a matter of course.
The development of the automated capability will provide us with the ability to
respond to inquiries from the Department of Commerce, members of congress and
domestic interests in a more exﬁetgitious manner.

We have established within the Customs Service Headquarters Office a designated
coordinator to handle these functions. This Office is responsible for the expeditious
handling of any inquiries, correspondence, instructions and coordination between
the Customs Service, Department of Commerce, and the importing sector. Customs
and Commerce are developing a memorandum of understandinﬁ to formalize their
respective responsibilities under the Act. For those inquiries which require special
expediting, a procedure has been established whereby the ’Fro r field personnel
may be contacted directly by the Department of Commerce. To date, this procedure
has not caused any trouble. -

The only problem that will ibly arise is that of obtaining information for the
Department of Commerce and providing that information to Customs field person-
nel within the time constraints laid upon both agencies under Public Law 95-410

~and Public Law 96-39. The resolution of the time problem constraints will come
about with the completion of our revisions to the current Customs Automated
System now providing or collecting this data.
Sincerely,
R. E. CHASEN,
- Commissioner of Customs.

INTRODUCTORY STATEMENT OF ROBERT E. CHASEN, COMMISSIONER OF CusTOMS,
U.S. CustoMs SERVICE, DEPARTMENT OF THE TREASURY

INTRODUCTION -

Mr. Chairman and Members of the Committee, I appreciate the opportunity to
appear before you today with my associates to present our fiscal year 1981 require-
ments, and to discuss my views on the future needs and directions of the U.S.
Customs Service.

In order to carry out the Customs mission dur&n}g fiscal year 1981, the Customs
Service is requesting an authorization of $472,000,000. This authorization level
represents an increase of $7.7 million over the proposed authorized level for fiscal
year 1980. This increase is composed of $2.4 million for program expansion and $5.3
million for other changes.

The proposed authorized level for fiscal year 1980 reflects the transfer of
$5,271,000 to the International Trade Administration, Department of Commerce, for
the Anntidumping and Countervailing Duty Program. This transfer was authorized
by Reorganization Plan Number 3. Our Authorization request for fiscal year 1981
does not include resources for the activity which was transterred.

In accordance with the desire for fiscal restraint, the proposed budget for fiscal
year 1981 reflects the minimum requirements for maintaining Customs effective-
ness. This is especially significant in view of the increasing complexities involved in
administering our responsibilities under Customs laws, end the laws of other agen-
cies which we enforce.

Our basic role continues to be the facilitation of international trade and travel,
the criminal enforcement of Customs and related statutes and the enforcement of
this nation’s complex tariff laws and regulations.

First, as a primary revenue collection agency and enforcer of our Trade Laws,
Customs administers U.S. tariff laws, regulations, agreements, quota administration
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and statistical programs. Without effective implementation of these laws, imports
could adversely affect domestic industry and the U.S. economy. .

Second, Customs is necessarily oriented toward serving both customers and busi-
ness. Travelers must be processed and inspected efficiently and courteously. The
private business sector similarly depends on us to expedite the flow of materials and
goods upon which U.S. industry depends. .

Last, the Service is the country's major border defense against the flow of com-
merical quantities of narcotics and contraband.

The Customs Service continues to be a major source of revenue for the Federal
Government, as well as a vitally important law enforcement arm. During fiscal year
1979, Customs collected a record $8.5 billion in revenue, up $1 billion or 12 percent
over fiscal year 1978. This translates into a return of almost $20 to the U.s.
Treasury for every dollar e?ended in carrying out our responsibilities at 300 ports
of entry on our Nation’s land, air and sea borders.

GENERAL STATEMENT

The growth of our workload, in the decade just ended, was phenomenal. For
example, formal entries of merchandise increased over 58 percent from 2.8 million
in 1970 to 4.4 million in 1979. Persons arriving for rocessing at air, land, or sea
ports increased by 44 million from 226 million in 1970 to 270 million in 1979. The
most astonishing growth occurried in the level of international air travel. Persons
arriving for processing at airports increased by 105 percent from almost 13 million
in 1970 to 26.5 million in 1979. -

The proposed budget does not request increased resources for workload growth.
However, we estimate that a total of 284 million persons will cross our borders by
all modes of transportation in fiscal year 1981. This is an increase of 15 million or
5.3 percent over fiscal year 1979. Arnivals of individuals by air are expected to total
30 million, an increase of 24 percent over the level processed in fiscal year 1979.

In fiscal year 1981, the Customs Service should &ggcess approximately 4.7 million
formal entries of merchandise, an increase of 316,000 or 10.2 percent over the level

rocessed in fiscal year 1979. In addition, revenues from cargo, mail, and baggage in
iscal year 1981 have been estimated at $10 billion. This is $1.5 billion or 18 percent
greater than the revenue collected in fiscal year 1979.

We will handle this additional workload by increasing productivitl?; throughout

the Customs Service. We are approaching this objective in two ways. irst, through
the review of functions and subsequent reo anization of the National I-ieadquar-
ters, we have been able to redirect almost 2 positions to “on-the-line’’ activities.
This review is now being broadened to cover Regional Headquarters Staffs.
-"'In addition to reducing overhead and redirecting staffing, we are continuing
approaches for increasing productivity through the adoption of innovative alterna-
tives for 8rocessing workload. Presently we are expanding the use of the ‘‘Citizens
By-Pass/One Stop” concept of inspection of individuals and evaluating the “Acceler-
ated Cargo Clearance and Entry Processing Test (ACCEPT)" method for inspection
and clearance of cargo.

Within a context of limited resources, Customs will refocus its efforts in several
basic ways. The development of strategies, identification of priorities and emphasis
and determination of criteria for expedient processing of passengers and cargo are
already underway in our enforcement and interdiction programs. With the sheer -
volume of regulations and laws, we are arranging our priorities to achieve the
greatest return from our resource investment. Application of technology, with great-
er emphasis on selectivity and increased cooperation with other agencies are other
approaches being explored by Customs. Qur workload will not decrease, and at the
same time, we cannot continually request large increases in our budget. We must
rely on new technology and data processing if we are to keep pace. Finally, internal
management improvements and controls, including annual performance goals and
increased efforts toward improved program measurement and evaluation systems,
have been initiated to distribute available resources more effectively. In an effort
related to obtaining the most effective use of our resources, we have n daig'nins
a five-year enforcement and investigative strategy, and a program development an
evaluation capability to support new problem solving activities. The Appropriation
Committees’ request for an agency wide five-year consolidated long-range plan
complemented our earlier efforts to determine future demands for our services and
better ways for use to meet those demands. .

A private consulting firm has completed Customs’ initial step in establishing a
long-range plan. The next phase is mstitutionalizini long-range planning in the
agency. In this way, the Customs Service will have the ongoing ability to continu-
ously analyze the environment in which it operates and thus facilitate the design of
efficient and effective advanced planning.
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Overtime within the Customs Service is largely controlled by Services requested
by the carriers. At this time we are faced with demands for additional service as
well as meeting the requirements at new or expanded facilities. In fiscal year 1979
we paid out almost ;gg million in all types of overtime, of which $39 million was
reimbursable. In fiscal year 1980 the overtime payments will approach $69 million,
of which $43 millior is reimbursable. This increase is due primarily to the seven
percent pay increase last October and the increasing service requirements.

As a part of the Customs management objectives, as well as my personal interest
and the Rublic concern in the amount of overtime paid to government employees,
each of the senior executives has an objective requiring intensive management and

. the declining use of overtime. This is one of the criteria by which I will measure
management performance and accountability.

In addition, the Congress has directed that a restriction of $20,000 be placed on
the amount of overtime- which a Customs employee may earn during fiscal year
1980. As a result of this and the overtime initiatives within the MBO program, we
hope to reduce overtime by establishing new operating shifts, eliminating misassign-
ments or abuses in the authorization of overtime, ualizing the participation, and
where possible, encouraging the use of part-time employment.

Update on areas of special interest

As you know, the question of the duty status of cab chassis is still under consider-
ation ‘in the Customs Headquarters. After the decision of the Court of Customs and
Patent Appeals in the Daisy-Hedden case a notice was ublished in the Federal

ister asking for public comments with respect to the effect of the Court’s
decision on the current practice of classifyir;g cab chassis for trucks under the
provision for chassis in item 692.20 of the Tariff Schedules of the United States. The
?eriod allowed for comment closed on January 31, 1980. Comments were received
‘rom approximately 30 interested parties. Included in this group are Foreign Gov-
ernments, foreign manufacturers, domestic manufacturers, trade associations,
unions, customhouse brokers, attorneys, and the general public. In addition, several
members of the congress have expressed their interest. This represents a substantial
increase in public concern from our previous notice published in 1975, when 19
comments were received. -

The Customs Service has not completed its analysis of these comments and, thus,
is uct yet in a position to make any recommendations with respect to the current
pru-ti.e to the Treasury Department. Let me assure you, however, that every effort
will be made to bring this long-standing controversy to a prompt resolution.

After a lengthy process of fact finding, improved petroleum product data collec-
tion lations and associated Customs procedures will be published shortly. The
new rules include increased carrier accountability, new means of monitoring oil
imports, improved control over measuring and ullaging, and limitation on the use of
public gaugers. In combination these actions insure more reliable oil import statis-
tics. In addition, customs is conducting seminars throughout the country to inform
the major petroleum importers and industry representatives of the chanfm. Cus-
toms has developed new standardized internal procedures for controllinﬁ oil imports
and initiated a training course for its officers to provide Customs with the necessary
expertise. Our goal is to insure proper control of imported petroleum and petroleum
products and uniform, complete and reliable statistics relating to the importation of
these products.

- In another area of interest, we continue to emphasize our courtesy program in
training courses and thro;gh recurring reminders. However, complaints still arise.
Each complaint is reviewed. Statements are obtained from the employees involved,
any witnesses, and supervisory personnel. As a result of this process, if the serious-
gdess of the information warrants, a Management Integrity investigation is conduct-

Three years ago we started a semi-annual complaint analysis of those complaints
received at our National Headquarters. This has now been broadened to the regions,
as well. Statistics are compiled to show the number and types of complaints re-
ceived. We are fully cognizant of need to maintain the integrity of our work force
and the requirement to establish internal controls to accomplish this. One of these
controls is the rotation of our inspectors. The type of rotation varies throughout
Customs depending upon the different activities and t, of assignments available
at any particular location. for Example, at fixed stations at sma | border ports we
have only shift rotation usually on a weekly basis, but when other stations are
within close proximity the rotation will include between stations within the area.
Other large border ports such as Buffalo and Detroit have full rotation; bi-weekly at
Buffalo and weekly at Detroit—between shifts, railroad, seaport, airport, bridges,
and tunnel, and between cargo examination and passenger baggage inspection.
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CONCLUSION

The Customs Service is one of the major revenue-producing and law enforcement
arms of our government. Customs provides substantial sums of money for the
government'’s operation at a very low cost, in addition to providing essential enforce-
ment support to national policies concerning international trade, national health,
safety and security.

We fully support the efforts and interests of the Administration and this commit-
tee to keep government expenditures to a minimum. Therefore, our program re-
quest represents our shared concern for fiscal restraint. -

This concludes my introductory remarks. We shall be glad to go into any detail of
our request and answer any questions you or the members may have.

Senator RiBicorr. Mr. Gerald H. O'Brien.

Mr. O'Brien, your entire statement will go into the record as if
read and you may proceed with your allotted time to make your
points, sir. .

STATEMENT OF GERALD H. O'BRIEN, EXECUTIVE VICE
PRESIDENT, AMERICAN IMPORTERS ASSOCIATION, INC.

Mr. O’Brien. Thank you, Senator. .

I will skip over even the immediate version that was prepared
for me. I do not think you need to know who the American Import-
ers Association is.

Senator Rieicorr. I know who you are.

Mr. O'Brien. We want to direct our comments today as far as
the Customs authorization is concerned, solely to the proposal
made by OMB for cash management. But before doing that I want
to comment briefly on the Customs Service performance of its
international trade responsibilities.

Customs has an enormous mission in processing entries and in
enforcing regulatory requirements under several hundred statutes
for more than $150 billion worth of merchandise each year.

It has a unique position directly in the flow of commerce, and
minor shifts in policy or attitude can determine whether it will be
a bottleneck for international trade.

Particularly under the leadership of the present Commissioner,
Customs has recognized this potential hazard and has tried to
accommodate the needs of commerce within its statutory con-
straints and resources. h

Importers will always have quarrels with the Customs Service
Yut as long as Customs is willing to listen and to avoid institution-
alized responses, such problems will be solvable.

The President’s Office of Management and Budget in the past
year has proposed several cash management initiatives to improve
the cash flow of the Customs Service. All but the one before us
have been successfully implemented. ,

The remaining measure, however, was proposed without regard
to its broader effects on trade and on the Customs Service itself.

OMB's proposal would require Customs to reduce the number of
days in which an importer must calculate and deposit estimated
duties and related charges from 10 days after the goods are re-
leased from Customs custody to only 3 days.

“Until about 10 years ago, Customs required importers to deposit
these estimated duties at the time the goods were released. This
procedure proved to be increasingly unworkable as the volume of
trade grew.
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Consequently, Customs expanded its immediate delivery system
under which most shipments are now released upon the filing of
geveral basic documents. Full documentation and estimated duties
must then be presented to Customs within the next 10 days.

Two years ago, Congress codified this procedure and even gave

discretion to extend this 10-day collection period, as neces-
sary, to implement an automated and periodic, rather than entry-
by-entry, collections system. This system was endorsed by Customs.
The OMB proposal would, in effect, return importers and the Cus-
toms Service to the earlier, unworkable, system. ,

AIA’s written statement covers the major arguments against the
OMB proposal and I will only highlight two of them.

First, the proposal does not correspond to the modernized system
for processing merchandise and collecting duties which Congress
authorized in Public Law 95-410 in 1978. It would be shortsighted
to handicap that automated system merely to save a relatively
small amount of money. -

AMPS—automated merchandising processing system—which
Customs has been exploring, is a new entry procedure which sepa-
rates duty payment from the entry and the movement of the goods
by a later not earlier deposit of duties. Moving the deposit date
forward, such as OMB is proposing for 3 days from 10 only binds
it more tightly to the entry process and the movement of the
actual goods. -

Second, OMN's proposal carries an alarming potential for dis-
rupting commerce. For estimated duties to be collected at the time
of release means that detailed information relating to the classifi-
cation and appraisement of imported merchandise must be availa-
ble when the entry is made so that the amount of duty collected is
as nearly correct as possible.

Unfortunately, the documentation which carries this information
rarely is at hand when the goods are released.

Customs recognized this problem years ago. If duties must be
deposited upon release, or even within 3 to 5 days after release,
importers will be able to comply only by. delaying the filing of the
entry. Thus, goods will be left on the docks increasing the opportu-
nity for pilferage, spoilage, and delays in distribution.

ese are large social costs which must be balanced against the
relatively small savings the Government predicts. These additional
business expenses will be deducted from corporate profits subject to
{,ax and thus the amount realized by the Government will be even
ess.

We feel that much of the time and thought that this committee
expended in the enactment of Public Law 95-410 will be meaning-
less if OMB’s proposal is put into effect. The House Ways and
Means Committee has condemned this proposal and is writing
language into the appropriation to prevent its being implemented.

We are asking you today to help insure that the purpose of
Public Law 95-410 be carried out. Rather than go forward with this
proposal, AIA urges the administration to concentrate implementa-
tion of the full automated entry and duty collection system envi-
_siorlnggsby ‘the Customs Procedural Reform and Simplification Act
in .

62-375 0 - 80 - 6
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Our hope is that your committee will agree with the Ways and
Means Committee, and with us.

Senator Riicorr. Thank you very much.

[The prepared statement of Mr. O'Brien follows:}

STATEMENT OF GERALD O'BRIEN, EXECUTIVE VICE PRESIDENT, AMERICAN
IMPORTERS ASSOCIATION

Mr. Chairman and members of the committee, my name is Gerald O'Brien, I
appear here in my capacity as Executive Vice President of the American Importers
Association, 11 West 42d Street, New York City.

The American Importers Association is a nonprofit organization formed in 1921 to
represent American companies engaged in the import trade. As the only association
of national scope representing American comparies engaged in the import trade,
AIA is the recognized spokesman for importers throu hout the nation. At present,
AlA is com of over 1,300 American firms directly or indirectly involved with
the importation and distribution of goods produced outside the United States.

. Our Comments todgf will be directed toward one issue: the proposed implementa-
tion of the Office of Management and Budget’s cash management initiative for the
earlier collection of estimated customs duties.

We do wish to comment briefly on the Customs Service’s performance of its
international trade responsibilities. Customs has an enormous mission in processing
entries and enforcing regulatory requirements under several hundred statutes for
more than $150 billion worth of merchandise each {ear. It has a unique position
directly in the flow of trade, and minor shifts in poli

icy or attitude can determine
whether it will be a facilitator or bottleneck for international trade. Particularly
under'the leadership of the present Commissioner, Customs has recognized this
potential and in an exemplary fashion has tried to accommodate the needs of
commerzse within its statutory constraints. Further, it has done so even as it has
reduced its total gersonnel resources. Importers will always have quarrels with the
Curtoms Service but as long as Customs 1s willing to listen to this constituency and
avoid institutionalized responses, such problems will be solvable.

The President's Office of Management and Budget in the past year has proposed
several cash management initiatives to improve the cash flow of the U.S. Customs
Service. All but the one before us has n successfully implemented and we
commend OMB for these beneficial measures. The remaining measure, however,
was pro without regard to its broader effects on trade and on the Customs
Service itself. We believe that once these effects are balanced against the proposal’s
expected savings, the proposal will result in a net loss to the government and a
significant disruption of the flow of commerce. In addition, the proposal runs
directly counter to a recent amendment of the customs laws enacted in the Customs
Procedural Reform & Simplification Act of 1978 (Public Law 95-410) which was
intended to allow Customs to modernize its duty collection procedure.

OMB’s proposal would require Customs to reduce the number of days in which an
importer must calculate and deposit estimated duties and related charges from ten
days after the goods are released from Customs custody to three days. Until about
ten years ago Customs required importers to deposit these estimated amounts at the
time the goods were released. This procedure proved to be increasingly unworkable
as the volume of trade grew. Consequently Customs expanded its “finmediate deliv-
ery” system under which most shipments now are released upon the filing of
several basic documents; full documentation and estimated duties must then be
presented to Customs within the next ten days. The procedure has allowed both
importers and Customs to cope with the continuing growth of trade.

. o years ago Congress codified this procedure and went even further by provid-
ing Customs the discretion to extend this ten day collection period as necessary to
implement an automated and periodic (rather than entry by entry) collection
system. (Public Law 95-410, sec. 103, 19 U.S.C. 1505(a)) This system was endorsed by

stoms and the trade community. The OMB proposal would in effect return
importers and Customs to the procedures found unmanageable at a time when there
were a third (roughly 1.5 million) fewer entries than are made today.

AIA has prepared a detailed memorandum which covers the major arguments
against OMB's proposal. That memorandum is attached to our writlen statement,
and we will only highlight several of its points.

First, the proposal does not correspond to the modernized system for processin,
merchandise and collecting duties which the Coniress had in mind and authori
in Public Law 95-410. It would be most shortsig ted to handicap that automated
system and its concomitant benefits to commerce merely to “save” the relatively
small dollar amount expected from OMB's proposal.
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Second, OMB'’s proposal carries an alarming potential for disrupting commerce.
For estimated duties to be collect: 4 prior to release means that detailed information
relating to the classification and appraisement of im rted merchandise be availa-
ble when entry is made so that f 1e amount of duty collected is as nearly as possible .
correct, i.e. sufficient but not excessive. Unfortunately, the documentation which
carries this information rarely is at hand when the goods are released. Customs
recognized this problem years a{o when it adopted its “immediate delivery” system
for use on most shipments. If d (ties must be de ited upon release or even within
three to five days after release, importers will be able to comply only by delaying
the filing of the entry. This me. ns that goods will have to be left on the docks for
longer periods of time thus incr--asing the op rtunities for pilferage and spoilage.
In addition, the importer will ir.cur incre: demurrage charges. And, of course,
this increased port congestion will lead to delays in distribution. All of these ‘are
large social costs which must be balanced against the relatively small savings the
government will realize. Additional business expenses will be deducted from corpo-
1ate profit taxes reducing the amount gained by this initiative even further.

Third, while the pro 1 is not intended to hinder or delay trade, it is almost
certain to have that effect. Without adequate documentation at hand, the importer
can only postpone entry until he knows he can provide adequate information. This
delay inherently impedes the movement of ‘g s. AMP, Customs’ new automated
entry procedure, authorized by Congress in Public Law 95-410, anticipates separat-
ing duty payment from the entry and movement of goods. This was to be accom-

lished by a later, not an earlier, deposit of duties. Moving the deposit date forward
in the Frocess only binds it more tightly to the process of entry and to the move-
ment of goods. We feel that much of the enormous amount of time and thought that
this Committee and the Congress expended in the enactment of Public Law 95-410
will be made meaningless if this proposal is put into effect. We are asking you today
to help ensure that the purpose of Public Law 95-410 be carried out.

It is difficult in this inflationary period to oppose measures which appear to save
money for the government. Nevertheless when such measures merely shift costs
from one budget line to be hidden in another and create new costs for the private
sector, they ere neither a savings nor anti-inflationary.

Rather than go forward with this proposal, AIA urges Customs, the Treasury
Department, and OMB to concentrate their efforts on an expeditious implementa-
tion of the full automated enlrj; and duty collecting system envisioned by the.
Customs Procedural Reform an Simplification Act of 1978. Such programs to
modernize Customs procedures are much more likely to result in cost benefits for
both the government and business.

We urge this Committee to ensure that the intent behind Public Law 95-410 is
carried out and that the time allowed for the deposit of estimated duties not be
reduced from the present ten days.

. Thank you for the opportunity to present our views on this technical but vital
issue. -

CoLrectioN oF CustoMs DUTIES

The Office of Management and Budget (“OMB") has proposed that the Customs
Service collect all import duties and related charges at the time imported merchan-
dise is released from Customs’ custody. This proposal, if implemented, would: (1)
Nullify the intent of Congress; (2) disrupt commerce; (3) require an increase in
Customs {)ersonnel; (4) not materially improve Customs’ cash management; (5) prob-
ably result in a net revenue loss; and (6) add to inflationary pressures.

Nullify intent of Congress

It is ironic that this proposal surfaced just 30 days after President Carter signed
the Customs Procedural Reform and Simplication Act of 1978 (“the Act”). One of
the major objectives of the Act is to permit Customs to develop more efficient and
flexible procedures for handling the documentary and financial aspects of import
transactions. Congress changed the law specifically to give Customs the authority to
separate the flow of documents from the actual collection of money. This chan
was deemed necessary to permit Customs to cope with the dramatic increase in the
number of importations which it must g‘rocess In contradiction of its previous
approval of the very legislation which authorizes such flexible procedures, OMB by
its proposal will make it exceedingly difficult to acheive this objective.

vior to its amendment by the Act, Section 484 of the Tariff Act of 1930 (19 US.C.

%&484) required that estimated duties be paid prior to release of merchandise from

stoms’ custody and within five days of arrival. However, for its cwn convenience
and to facilitate the movement of goods, the Customs Service under its “immediate
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delivery” procedure has been permitting imported merchandise to be relecased from
Customs custody up to ten days prior to the deposit of estimated duties where such
would pose no threat to the revenue. (19 C.F.R. Part 142).

This practice was ratified by Congress in the Act. Section 103 of the Act complete-
ly divorces the movement of im rted merchandise and paperwork from the pay-
ment of duties and permits the deposit of estimated duties at a time, not exceeding
thirty days, subsequent to entry or release. The purpose of this provision, which was
closely and extensively studied by Congress over a three-year period, is to permit
Customs ¢ handle import transactions inore efficiently by abandoning the tradition-
al entry-by-entry approach to import processing and by adopting periodic payments
and reconciliations. (S. Rept. No. 95-718, 95th Cong., 2d sess. 5-11, 1978). The OMB
proposal runs directly contrary to the will of Congress.

Disruption of commerce

The most alarming element of the OMB proposal is its potential for disrupting
commerce with costs to the public and the government far greater than any benefit
possibly derived. )

The prescription that duties to be collected before the goods can be released
carries with it the requirement that detailed information relating to the classifica-
tion and appraisement of imported merchandise be reviewed as part of the release
procedure and before the duty is accepted. This is necessary to ensure that the
deposit of estimated duties is sufficient. This suggested procedure, which, in essence,
requires a return to “live” entries, in which all necessary documents are filed and
estimated duties deposited before the imported merchandise is released from Cus-
toms custody is the very method of Customs clearance which was abandoned as
unworkable more than a decade ago because of its adverse effect on commerce.
Customs substituted its immediate delivery procedure for the old live entry proce-
dure in which all necessary documents were filed and estimated duties deposited
before the imported merchandise is released from Customs custody because the live
entry procedure did not allow Customs to handle efficiently the volume of goods
presented to it. The volume of importations has grown enormously since then, and
Customs’ reasons for the change are only more valid today. -

The almost certain result of a reversion to a live entry procedure is chaos, delay,
and financial loss. The documents which contain the classification and appraise-
ment information usually are not at hand when the goods are available for release.
(Indeed, this unavailability of entry documents was a primary reason for abandon-
ing the live entry appreach.) The immediate effects of implementation of the OMB
proposal are frightening. Customs now processes more than four million. entries
annually. As more time is taken with each entry before permitting its release,
merchandise will become piled up in the ports. This congestion, which in itself will
be a most serious problem, will lead to increased demurrage charges to importers
and to delays in distribution. The congestion, of course, will also delay export
shipments. Additionally, our members’ experience, when they increase their use of
airports during dock strikes, is that backlogs in cargo movement cause a dramatic
increase in pilferage. These are large social costs to balance against the mere $9-10
million government savings of the OMB pro . -

The almost certain result of a reversion to “live” entries is delay.! The documents
which contain the classification and appraisement information, usually are not at
hand when the goods are available for release. Indeed, this unavailability of entry
documents was the primary reason the live entry approach was abandoned. Port
congestion, accompanied by increased, pilferage, increased demurrage costs and
delays in export and import shipments, will be the immediate result of the OMB

roposal.

That Customs will be forced to review entry documents in some depth prior to
release will add to the distruption of commerce. Past experience suggests that as
many as 25 to 30 percent of document packages will not be accepted as tendered. If
goods covered by such documents cannot be moved from docks, airports and border
crossings until corrected documents are available, it is obvious that congestion will
be made even worse. Furthermore, Customs personnel will be under intense pres-
sure to expedite review of the documents. This will mean either a less inténsive
entry review, thereb{ endangering the revenue, or an increase in Customs manpow-
er to handle the workload.

1 See Bureau of Customs, “'Mission Organization M_anagement" pp. vi-6, 7 (1964) (The “Stover
Report”). The Stover Report recommen ed that duties be accepted subsequent to release as a
means of improving Customs efficiency.
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Customs personnel

If the time required to process these corrected documents is as little as 5 percent
of Customs' current merchandise workload, it would mean a $10 million increase in
expenses to maintain overall activities at current levels. A budget increase of this
magnitude is unlikely. Indeed, Customs has heen directed to reduce staffing levels.
In view of the widespread public and Congressional concern about the Service’s
ability to discharge its many statutory responsibilities with its current resources,
any proposal which would-require extra manpower and hinder efficiency must be
subjected to a detailed cost-benefit analysis. Further, a return to live entries is
likely to result in many more “change” liguidations, and additional drain on Cus-
toms’ limited resources, and an additional cost to importers.

Cash management o

The pur of the OMB proposal is to improve the government’s cash flow by
collecting duties earlier than is now the practice. It is questionable that the proposal
will have the desired effect. OMB's assumption is that merchandise will continue to
be released in the same time period as under current procedures-two to four days
after the aircraft or vessel arrives. However, as is pointed out above, the require-
ment that estimated duties be paid prior to release is likely to result in a return to
live entries with the payment of duties and release of goods ocurring five to ten
days after the aircraft or vessel arrives. Thus, the government will not necessarily
receive duty payments earlier in any absolute sense. Payments will be earlier only
in relation to the date of release.

Net revenue loss

Assuming a system that did not disrupt commerce but “simply” resulted in a
greater number of entries-requiring correction or change liquidations (liquidations
with increases or deductions fromn the estimated duty which was deposited), the
pro I's “savings’’ become illusory.

If only an additional 15 percent of entries require Customs processing as change
liquidations (at present 70 percent of entries are liquidated no change), the cost to
Customs would exceed the savings promised for the OMB proposal. This is based on
our conservative estimate that the cost of processing a change liquidation is $20

reater than processing a no change liquidation. Assuming four million entries in
1979 the additional cost to the governmeat is $12 million.

Further, the change liquidation requires additional expenses on the importer’s
part. It is our best judgment that the cost to importers and brokers of processing
supplemental payments and refunds in connection with change liquidations is at
least $50.00 per occasion. The attendant costs are far greater than simply a bank
deposit charge or the cost of typing a check. These eslimates indicate an additional
cost to the private sector of $30 million which would reduce the tax on profits by
$10 million.

The effect of the OMB proposal on the business community, including importers,
customs brokers, stevedores, warehousemen, and truckers and its relation to the
revenue as a whole, must be carefully considered. For example, if because of
additional interest, demurrage, and administrative expenses, the proposal results in
an increase in the total cost of imports by as little as one one-thousandth (0.1
percent) and if those costs were completely borne by importers, federal income tax
revenue could be reduced by more than five times the estimated $9 million annual
interest cost savings. Imports in 1979 are likely to reach $150 billion; a 171000
increase in their cost would amount to $150 million. Assuming that these additional
costs are borne by the importer, the indirect costs of the proposal would significant-
ly exceed estimated savings since the additional costs would reduce profits by an
equal amount and therefore reduce income taxes due. Assuming an average rofits
tax rate of 35 percent a $9 million interest cost saving from accelerated duty
collection would be offset by a $50 million reduction in profits tax collection.

The OMB proposal would increase importers’ administrative costs, reduce tax
income, and increase Customs' expenses. The likelihood that the reduction in tax
collections and increase in Customs expense would offset any government savings in
interest is very real.

Inflationary impact -

It must be pointed out that the increased expense to business will not be absorbed
by importers where it cap.possibjym passed on to retailers and consumers. Wheth-
er these costs are occasioned by the interest expense of earlier paiyments or by
increased administrative expenses, they will be included in the cost of merchandise
multiplied by overhead and profit and then multipled in the same manner at each ~
turnover in the distribution scheme. For consumer goods, it can be safely assumed,
each dollar of added cost will add two to three dollars to retail price; in the case of
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industrial goods, by the time the import reaches the ultimate consumer, e.g., import-
ed steel in a refrigerator or automobile, the inflationary impact will be far greater
than two or three dollars as the article goes through more hands in manufacture,
distributor and retail, each adding additional overhead and profit.

Further, since it is generally conceded that imports act to restrain domestic
prices, any increase in the selling price of imports is very likely to be followed by
eognp?rab e increases in domestic prices thereby exacerbating the inflationary
spiral.

Assuming a $150 million increase in the total cost of imports and assuming that
this increase is passed on to retailers and consumers, the cost to consumers easily
could exceed $300 million, a high price for a projected “saving” or $9 million.
Conclusion

Earlier payment of duties is not the import community’s primary objection to the
OMB proposal. What is of most concern is the delay in movement of goods likely to
result from the proposal. The Customs Service, for some time, and more recently the
Congress, have wisely recognized that there is no reason why creditworthy import-
ers cannot take possession of their goods prior to filing necessary documents and
paying duties. The OMB pro ]| would abandon this common sense approach to
the detriment of all concerned. N

1t is suggested that most effective resource management activity now available to
the Customs Service is the installation of the Automated Merchandise Processing
System (AMPS). The Congress recognized the desirability of proceeding with this
program in passing the Customs Procedural Reform & Simplification Act, and
accepted the attendant separation of duty payments from merchandise release to
accomplish the objectives of AMPS. We suggest that the introduction of AMPS with
its improvement in the quality of both Customs’ clearance rrocedures and its
statistical reporting on the approximawl{) 8150 billion annual import total will
contribute more to government’s quest for budgetary efficiency than reimposition of
“cash on the barrelhead” duty collection procedures.

Senator Rieicorr. Mr. Vincent Connery.

STATEMENT OF VINCENT CONNERY, NATIONAL PRESIDENT,
NATIONAL TREASURY EMPLOYEES UNION

Mr. CONNERY. Mr. Chairman, I am accompanied here today by
Mr. Jerry Klepner, NTEU legislative director on my right; and Mr.
Richard Robinson, NTEU associate counsel, on my left.

Senator RIBICOFF. Your entire statement will go into the record
as if presented.

Mr. CoNNERY. Thank you; Mr. Chairman.

In his testimony, Customs Commissioner Chasen asked for $7.7
million over last year's budget for a total fiscal year 1981 authori-
zation of $472 million. This represents an increase of only 1.6
percent over fiscal year 1980.

As we detail in our full statement, in the face of 13 percent
inflation this request would result in a real reduction in Customs
resources of about $50 million. -

In recognition of the pressing need for more resources for the
Customs Service, the House Subcommittee on Trade authorized an
additional $5 million to be added to the administration’s original
budget proposal. .

Since that time, however, the administration has announced that
each of its budget recommendations will be revised to reflect fur-
ther decreases in spending.

We urge this subcommittee to carefully consider our statement
and, at the very least, retain the extra $5 million above the origi-
na%: tggminist:ration's proposal, as authorized by the House subcom-
mittee.

Mr. Chairman, we also called the subcommittee’s attention to
that portion of the NTEU's detailed statement that deals with



43

inspectional overtime. The subject of customs inspectors’ overtime
earnings has, unfortunately, become a highly emotional issue
which diverts attention from the real problems of reduced enforce-
ment in Customs.

We cannot over-emphasize the fact that the overwhelming
amount of inspectional overtime is not borne by the U.S. Govern-
ment but by parties in interest who demand and benefit from
overtime service. As shown in our statement, we believe that the
evidence is clear that inspectional overtime is a resource utilized
by the agency and the carrier themselves to facilitate the clearance

_. of passengers and cargo.

Even the Customs Service admits that the increase in overtime
earnings over the past few years is due to the rapid rise in imports
and international travelers and the decrease in the number of
inspectors. As long as the Agency is not provided adequate inspec-
tional personnel, it is futile to rail against overtime, for you are
cutting into the resource needed to get the job done.

" We oppose the imposition of any limitation on overtime earnings.
As we have pointed out, overtime is a resource utilized by customs
management and the carriers. Inspectors do not set their own

- overtime hours nor are they given a choice as to whether or not to

accept overtime assignments.

The House and Senate, however, failed to consider these factors
in enacting the caps on overtime. As a result, in several ports in
our country there exists the distinct possibility that by the end of
the fiscal year, as that approaches, the entire inspectional work
force including supervisors will have reached the statutory earn-
ings limit due to the heavy workload.

In such cases, no qualified personnel will be available to perform
inspectional services. Our full statement includes information from
customs facilities around the country showing this to be a clear
and present danger.

For example, we were recently informed that customs inspectors
in Philadelphia are being asked to volunteer for a temporary 60-
day detail to Miami International Airport, presumably because the
heavy workload in Miami is causing numerous personnel there to
approach the overtime earnings cap.

This solution, however, is administrativel impractical because
the Government is required to pay travel and per diem expenses to
Federal workers on detail. The temporary assignment will cost the
taxpayer money and have a negative impact on customs’ budget.

In addition, as the detailed inspectors’ overtime earnings in
Miami increase, Philadelphia and other very busy ports may expe-
rience similar problems near the end of the fiscal year.

- Tn summary, we believe that adoption of the proposed fiscal year
1981 budget would be disastrous for an alreadﬁ critically weakened
Customs Service. Only strong, decisive action by this subcommittee
can prevent further cripplin of the agency.

Mr. Chairman, this completes my (s)repared statement. If there
axl'e any questions, my colleagues an I would be glad to answer

em.

Senator Risicorr. No, thank you very much. We understand
your position and the committee will take it into account.
{The prepared statement of Mr. Connery follows:]
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STATEMENT OF VINCENT L. CONNERY, NATIONAL PRESIDENT, NATIONAL TREASURY
Emprovees UNION

Mr. Chairman, and distinguished members of the subcommittee, I am Vincent L.
Connery, National President of the National Treasury Employees Union. Our union
is the exclusive representative of over 115,000 Federal workers, including all em-
plca'ees of the U.S. Customs Service. i

e are very pleased to appear before you today to discuss the budget authoriza-
tion of the U.S. Customs Service for fiscal Kear 1981. We feel it is imperative that
the Subcommittee hear a ﬁrspective on the Customs budget for fiscal year 1981
that is different and, we believe, more realistic than that presented to you by
Commissioner Robert E. Chasen.

In his recent testimony before the Subcommittee on Trade of the House Ways and
Means Committee, Mr. Chasen asked for a $7.7 million increase over the Customs
fiscal year 1980 budget, for a total fiscal year 1981 authorization of $472 million.
Despite thé requested $7.7 million increase, the rapid growth in Customs’ workload,
which the Commissioner himself described as “phenomenal” and “astonishing,” will
effectively result in a decrease in actual funding for the agency.

Given these circumstances, we were very disheartened that the Commissioner
failed to request increased staffing for the Customs Service. In effect, this head of a
revenue producing agency who claims to be able to return $20 to the U.S. Treasury
for every $1 of appropriations is saying that his already beleagured work force must
be pressed even harder.

In recognition of the pressing need for more resources for the Customs Service,
the House Subcommittee on Trade authorized an additional $5 million to be added
to the Administration’s original budget proposal. Since that time, however, the
Administration has announced that each of its budget recommendations will be
revised to reflect further decreases in spendin%.‘ We urge this Subcommittee to
carefully consider the evidence we will present here today and, at the ver{ least,
retain the extra $5 million above the original Administration proposal as aut orized
by the House Subcommittee.

As the representative of the Customs employees who must perform their duties
under these adverse conditions, we believe that the Commissioner’s position is
contradictory and illﬁical. For &ars. we have appeared before the appropriations
committees in both Houses of Congress to warn of the dirc consequences that a
policy of less resources to meet a growing workload will have in such important
areas as the monitoring of quota goods and the interdiction of drugs, and other
countraband.

We feel compelled to inform the Committee that the crisis in the Service which

we foresaw last year, and which the Congress attempted unsuccessfully to meet, has
come to pass. Customs has been placed in an increasingly perilous position by the
budgets of present and past Administrations which have continually deprived the
Service of the resources needed to accomplish its mission.
_ This can be seen not only in the statistics we will present to you today, but, more
ugé)ortantl{. in human terms particularly in the near total demoralization of the
dedicated Inspectional force. These men and women have been stretched to the
breaking point by ever-increasing workloads and by the failure to replace even those
Inspectors lost through attrition. The toll on the personal lives of our membets is
driven home daily in the messages received by our union.

We are mindful of the fact that less than a year aég the House Ways and Means
Committee, in a perceptive report, stated that: “The Customs Service, which is faced
with an increasing workload will be stretched thin in the coming months * * *. The
Committee hopes that the Administration will provide more support for the Service
in the years ahead, particularly in light of the fact that many Customs functions
bring into the Treasury 5 to 7 times their cost. Increased financial support for the
Customs Service may actually result in increased revenue for the Treasury.”

Unfortunately, the fiscal year 1981 budget submitted by the Administration does
nothing to justify confidence in its willingness to provide the resources needed to
carry out the Customs mission. The budget is a catastrophe, representing in real
terms a $30 million reduction in resources from the previous year.

This Committee, through the recommendation it makes to the Senate Budget
Committee, can either signal continued acquiescence to these disastrous policies of
the Carter Administration, or it can mandate that the needed resources be provided.
In his statement to the House Subcommittee on Trade on February 7, Commissioner
Chasen stated flatly: “The proposed budget does not reftect increased resources for
workload growth.” The choice is clear, If additional resnurces are required, Congress
must take the responsibility for providing them.

In its report last year, the Committee stated its intention to conduct an in-depth
examination of the Customs budget request for fiscal year 1981. We hope, in the
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remainder of this statement, to make a contribution to this examination. We will
attempt to analyze the current state of the Customs Service in terms of workload,
rcsources, and performance, and in the end propose an alternative Customs budget
for fiscal year 198%.

Workload :

The growth of the Customs workload as international trade and travel expand
-each year may be seen in the following figures:

Between 1970 and 1979, the number of international air passenger arrivals grew
at the rate of 11 percent a year, and is projected to grow at the same rate between
1979 and 1985.

In the two-year period, fiscal year 1980-81, arrivals of individuals by air will
increase by 24 percent over the level in fiscal year 1979, a rate of 12 percent per

year.

" ‘Between 1970 and 1978, the volume of U.S. imports grew at an average annual
rate of 7.5 percent, and is projected to grow at the rate of 8.7 percent annually
between 1978 and 1985. - -

In the two-year period, fiscal year 1980-81, formal entries of merchandise will
total approximately 9.1 million, a 10.2 percent increase over 1979. The percent
increase for 1981 afone is estimated at 6.8 percent.

The Customs budget for fiscal year 1981, however, directs no additional resources
to accommodate this growth in workload. As a result, the agency will be hard
gressed to provide necessary services to the traveling public and international

usiness community, protect the collection of revenue, sa eguard against the entry
of drugs, and enforce the trade regulations which protect the American economy
and worker. Instead, the Commissioner states that the Service will cope with this
additional workload by increasing productivity.

By making such a statement, the Commissioner is seeking to convince this Sub-
committee that by simply shiﬂinf personnel or using them more efficiently the
problems of enforcement will be so ved. We believe that such a band-aid approach to
a critical wound will not stand up under scrutiny when all specifics are considered:

First, the Commissioner claims that the Service has been able to redirect 200
positions from Headquarters to “on-the-line” activities, and is now broadening this
reorganization to cover regional headquarters. It should be noted that the Commis-
sioner took credit for this staff savings in fiscal year 1980, and cannot accurately
count it again in fiscal year 1981

The budget submission shows no more than 30 spaces to be saved in this manner
in fiscal year 1981.

Second, the Commissioner states that the Service is adopting “innovative alterna-
tives for processing workload” by expanding the use of the Citizens By-pass/One-
Stop concept of passenger clearance; by implementing the Customs Accelerated
Passenger Inspection System (CAPIS) and b evaluating the Accelerated Cargo
Clearance and Entry Processing Test (ACCEPT) method for inspection and clear-
ance of cargo. -

With respect to these items, we wish to note that Citizens By-pass/One-Stop
concept allows a U.S. citizen traveling on a U.S. passporl to by-pass Immigration
and go straight to Customs. This procedures imposes on the Inspector the additional
duty of detecting aliens traveling with a false U.S. passport, and may actually
increase the time required for processing passengers.

The Commissioner is also placing reliance for faster passenger clearance on
CAPIS, or Cistoms Accelerated Passenger Inspection System. Under this system,
only certain passengers are selected for Customs inspection, and the remainder are
waived through. We have as yet seen no evaluation of this procedure, but there is
an obvious danger of reduced enforcement, fewer seizures o contraband and drugs
and less detection of illegal aliens.

Thore are equally serious problems with the ACCEPT system of cargo clearance,
in whichi the shipments of certain designated “low-risk” importers are not physical-
l{ ins " As the identification of these importers becomes known, there is a
clear hazard of loss of enforcement. It is certainly not beyond the ingenuity of
smugglers to devise methods to circumvent this system.

The Commissioner states that the ACCEPT program will be evaluated by the end
of the current fiscal year. In the meantime, it is clear that this system is still in the
test phase and is not ready for adoption service-wide. How the Commissioner ex-
pects to get a 6.8 percent increase in productivity of cargo processing from this
prwram in fiscal year 1981, as he claims, remains & mystery to us.

e have always supported reasonable efforts to increase the efficiency of the
Customs Service, but we urge this Subcommittee to examine carefully the Commis-
sioner's claim of being able to meet the rapid growth in workload simply through
increased productivity. This claim is based on flimsy evidence, and will not survive
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close examination. The Administration is simﬁly gambling that it will get by an-
other year—a gamble made at the expense of the taxpayer, the traveling-public, and
the American economy.

Resources

We would like to turn now to the resources Customs has been provided to
accomplish its workload in recent years, beginning with the last four budgets
submitted by the Carter Administration. Table 1 at the end of our prepared state-
ment shows the budgetary increases in relation to the rate of inflation.

Note the 1.6 percent increase in total appropriations and obligations proposed in
the fiscal year 1981 budget. Given the present inflation rate of 13 percent, this
represents a real decrease in the resources available to Customs of $50 million. Even
on the most conservative assumption that the inflation rate in 1981 will drop to 7
percent, there would still be a decrease in real resources of $25 million. .

Basically, Mr. Chairman, we are asked in all seriousness to accept the following

icture. First, the Commissioner tells us that workload will increase 7 to 12 percent
In fiscal year 1981, but this will be accommodated through increased productivity.
Then he submits a budget that cuts available resources by 7 to 13 percent. In other
words, we are seriously expected to believe that this magical factor—productivity—
will actually rise between 14 to 25 percent to accommodate both the inc
workload and the decreased resources. .

As can be seen in Table 1, the Administration’s 1981 budget of $472 million is
vastly understated. The budget should be on the order of $496 million if a 7 percent
inflation rate is assumed, and $506 million if a 9 percent inflation rate is assumed.
These amounts would simply maintain the 1980 level of funding for the Customs
Service in terms of real resources.

Mr. Chairman, we also call your attention to Table 2 at the end of our Srepared
statement. This shows the Customs personnel picture since 1972 with regard to total
employment and the number of Customs Inspectors. The table clearly demonstrates
a reduction in both categories for the current year and in fiscal year 1981. More-
over, the average number of Inspectors at the end of fiscal 5gear 1980 will have
fallen virtually to the same level as six years earlier despite a 50 percent increase in
workload during the same time frame.

Looking to 1981, at first glance it appears from the budget tables that the
Administration is prepared to increase the average number of Inspectors by 165 in
thgt year. But, upon a closer examination, even this apparent increase begins to
fade.

First, the increase is footnoted with the statement that the Customs Service will
have the option to fill 152 of these 165 spaces with either full or part-time employ-
ees. Everyone knows that part-time employees are accounted for separately, and are
not included in the number of permanent positions in the Inspectional force.

In addition, part-time employees do not have the training and skills of permanent
Customs Inspectors. We would recommend that this Subcommittee obtain clarifica-
tion as to whether it is the Commissioner's intention to hire 165 permanent
toms Inspectors, or 13 Inspectors and 152 part-time personnel. If the budget is
intended to fund 165 additional Inspector positions, then it should say so. If these
are to be part-time Fersonnel, Congress should be so informed so that it may

~maintain oversight of the full-time/part-time mix of the Inspectional workforce.

Even assuming that the Customs Service fields these 165 Insi)ectors, where do we
stand? First, the number of Inspectors has fallen from 4,174 in 1979 to 4,083 in 1980,
a drop of 91 positions. Adding back 165 slots yields a net gain of 74 Inspectors.
Nevertheless, at the end of fiscal year 1981, the Inspectional force will still be 151
positions short of the 1978 tevels.

In summary, the resources available to the Customs Service have been decreasing
due to inflation and the Administration’s severe cutbacks in personnel. Combining
these factors with the rapidly growing workload, one of two things must happen:

- either productivity must rise beyond any reasonable ex tation or the Customs
Service will be stretched to a point where enforcement will collapse.

Performance

In light of the evidence we have presented, it is useful to examine how well
Customs is doing its job under the present difficult circumstances.

First, as the full Committee has pointed out, Customs is presently inspecting fully
only one percent of all containerized shipments despite tests showing that incre
inspections would result in significant increases In revenue. Containerized ship-

- ments now account for 70 percent of all seaborne cargo, and the number of ocean
vessel arrivals now stands at approximately 200,000 per year. In the future, the
Customs Service will inspect even less than one percent, unless additional inspectors
are provided as workload grows.
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Second, the congestion and delays at our airports was amply documented before
Congress last year by the Air Transport Association. Today the situation, if any-
thing, has worsened. Moreover, on arlotoo many occasions, enforcement is simply
being abandoned to clear the backlog of passengers.

Third, except for cocaine, the number of narcotics seizures is declining, as shown
in the following table:

NUMBER OF CUSTOMS NARCOTICS SEIZURES -

wn 1878 T

us 181 172
1,005 855 1241
21,225 17,842 16,656
22,495 18,888 12,075

Because of a lack of adequate resources, throughout the past year Customs man-
agement has sought to reduce or to eliminate necessary law enforcement functions.

For example, through the implementation of a Manual Supplement, the Commis-
sioner attempts to severely curtail the gauging of oil and oil product imports by
Customs Inspectors. This action was only reversed after an outcry by Congress and
the public. We are pleased to say that this important problem appears to be nearing
resolution, and that Inspectors will continue to perform this vital function.

At a time when our nation is critically dependent on foreign oil, we believe that
the attempt to eliminate gauging was a clear signal that Customs is unable to
perform even crucial enforcement functions with its present resources. We are very
concerned that unless Congress takes positive action now, we will see other neces-
sary responsibilities diminished or eliminated entirely. Without a significant in-
crease in funding and personnel levels, the once proud and effective U.S. Customs
Service will be reduced to a shell of its former strength, unable to fulfill its vital
missions.

Inspectional overtime )

We were sorely distressed that during the Commissioner’s appearance before the
House Subcommittee on Trade, several members expressed what we believe to be
undue concern about the overtime earnings of some Customs Inspectors. Unfortu-
nately, over the past few years, Customs overtime has become an emotional issue
which distracts attention from the real problems of reduced enforcement.

We cannot overemphasize the fact that the vast majority of the overtime earned
by Customs Inspectors is not paid by the taxpayers but by the carriers who demand
immediate insi)ectional service upon arrival. In 1911, Congress mandated that the
taxpaying public should not bear the cost of providing round-theclock clearance to
carriers but that the Customs Service should be reimbursed for this service. In
addition, Congress provided that Inspectors subject to callback at any hour of the
day or night should be compensated at a fair rate for this hardship—a rate equiva-
lent to double time.

For nearly 70 years, the law has stood and proved to be an equitable and
workable system. Carriers have been able to obtain prompt clearance and the
American public has not been forced to pay the bill through appropriated funds.
Nor does the law ‘'stick” the business community with excessive char.fes, as some
have suggested. Rather, it requires that segment of the community which demands
special service from the government to pay for that service. We might add that the
carriers obtain overtime service from Customs Inspectors at a rate of pay equal to

or less than that received by the majority of private sector workers at our nation’s

ports. )

. We believe that the issue of Customs Inspector overtime earnin%s must be placed
in perspective. First, we would like to call your attention to Table 8 which is
attached to our prepared statement. This chart was taken from a Customs Service
study. You will note immediately from the chart that Customs Inspectional over-
time did not begin to increase more rapidly than base salary until after 1976. You
will also note that, even after 1975, the rise in Customs Inspectional overtime was
not out of line with the increase in total Customs obligations. Many critics like to
point the finger at inspectional overtime, and frequently forget that salary and
total obligations also have been increasing.
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Next, we would like to direct your attention to Table 4 which is also taken from
the same Customs study. In a sense, this chart summarizes what we have-been
talking about today, for it puts together workload and resources.

Workload is shown by the two lines that chart the value of U.S. imports, and the
number of overseas air passenger arrivals. Resources are shown by the two lines
which track the number of Customs Inspectors and the value of inspectional over-
time. You will note that since 1975 the number of Customs Inspectors has either
declined or held steady. You will also note that, starting in 1975, air passenger
arrivals began to rise and there was a sharp increase in merchandise imports. Is
there any doubt why Inspectional overtime has been going ug‘? To quote from the
Customs study: “Two factors, therefore, appear to be contributing to the rise in
inspectional overtime payment: (1) The rapid increase in the value of U.S. imports
in the last decade; and (2) the proportionally smaller growth in the number of

-Customs inspectors.”

We agree with this statement as should any fair-minded person. However, in
examining the fiscal year 1981 budget submission, we hope that the members of this
Subcommittee will not overlook the fact that overtime payments are a resource just
like Inspectors are a resource. As long as the agency is not provided adequate
Inspectional personnel it is futile to rail against overtime, for you are cutting into &
resource needed to get the job done. This is why our union has always considered
the attack on Customs overtime, in the face of a critical shortage of Inspectors, to be
fundamentally misguided. .

In viewing overtime as a resource, it is easier to appreciate the siiniﬁcance of the
fact that 73 percent of Inspectional overtime is compensated by the carriers that
require services of the Inspector. Fully 13 percent of the payment for this valuable
resource—the overtime services needed to enforce the law, protect the revenue, and
otherwise discharge the Customs mission—is not borne by the taxpayer but by the
parties in interest.

A practical example of what can happen when the resource of Inspectional
overtime is misused is presently unfolding in the Customs Service. Last year, the
Subcommittee on Treasury, Postal Service and General Government of the House
Appropriations Committee decided to restrict Customs Inspectors’ overtime by plac-
ing a “cap” on such earnings. The full Committee—and eventually the House—
ap'groved limiting an Inspector’s overtime to 100 percent of his/her base pay.

he Senate, meanwhile, approved its own, more restrictive version of the cap by
mandating in its fiscal year 1980 Treasury Appropriations bill a $20,000 cap on
overtime earnings. The Conference Committee su&se%uently adopted the more strin-
gent Senate provision with a non-binding recommendation that the fiscal year 1981
cap be lowered to $15,000.

e opposed the imposition of any limitation on overtime earnings. As we have
pointed out, overtime is a resource utilized by Customs mana%:ement and the carri-
ers. Inspectors do not set their own overtime hours, nor are they given a choice as
to whether or not to accept overtime assignments,

The House and Senate, however, failed to consider these factors in enacting these
caps. As a result, at several ports in our country there exists a distinct possibility
that, as the end of the fiscal year aﬁproach&s, the entire Inspectional work force,
including supervisors, will have reached the statutory earnings limit due to heavy
workload. In such cases, no qualified personnel will be available to perform Inspec-
tional services. :

To register the effects of the cap, we asked our Customs Chapter Presidents to tell
us how many Inspectors at their installations made $5,000 or more in overtime
during the first quarter of fiscal year 1980. For projection purposes, we assumed
that these figures would give us a reasonable estimate of how many Inspectors
would reach the $20,000 limit before the end of the fiscal Xear. The following is a

rtion of the letter we received from our members in Port rthur, along the Texas-

exico border: -

“We are staffed in the Port Arthur office with eight Inspectors including the
supervisory Inspector. All of us have exceeded the $5,000 you mention. The range is
from $5,309 (low) to $9,580 (high) . . . Region V1 (the regional headquarters for that
part of the country) has refused to replace any of the five Inspectors we have lost in
the past ﬁear (retirement, transfer, etc.) even though our workload has increased
considerably. We cover an area over 100 miles in radius including Beaumont,
Orange, Port Arthur and Sabine, Texas.”

Another Customs office that may not be able to offer an overtime services later
this year is Las Vegas, Nevada. All of the Inspectors there have already earned over
$5,000 for the quarter. One of the Inspectors whose overtime compensation exceeds
the quarterly cap is the Port Director. In Houston, Texas, 23 of the 75 Inspectors, or
about 30 percent of the workforce, have earned more than $5,000 in overtime. Four
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g{ thio 23 are supervisors; which equals about 40 percent of the supervisory force at
ouston. .

In the Los Angeles, California seaport, 13 of 83 Inspectors, or 15.6 percent, have
exceeded the $5,000 quarterl{ figure. One of the 13 made $8,360 during the three-
month period. Because of the volume_ of work in the Los Angeles area, these
Inspectors mag be called to work at either the airport or the harbor, depending
upon where the need is. Obviously, this creates a %rave hardship on Inspectors,
some of whom may have to travel, more than 150 miles round-trip for an overtime

assrjf;nment. .

inneapolis/St. Paul, Minnesota, the Twin Cities, historically one of the most
grueling airports at which a Customs Inspector must work, has "solved” the “over-
time problem” by using part-time Inspectors. However, these part-time personnel
are not obligated to work when called upon to do so, as are permanent Customs
Inspectors. 1 theﬁ do not show up for an assignment, a full-time Inspector must be
called anyway. These circumstances cause even more disruption in the lives of the
permanent Inspectors who cannot be assured of spending any evenings or holidays
with their families, since they can always be required to return to work if the part-
time emgloyee refuses an overtime assignment.

John F. Kennedy Airiport in New York is another of the nation’s busiest facilities.
So far, however, only four of the 340 Inspectors assi ned to JFK have reached or
exceeded the $5,000 cap for the quarter. During the last fiscal year, 45 Inspectors
made $20,000 or more. One-third of that number were supervisors.

At JFK. Customs management has negotiated a memoradur of understanding
with the union stipulating that the “performance of assigned overtime is a condition
of employment” and setting forth, in eight single-spaced pages, the rules concerninﬁ
overtime, Any failure or refusal to work overtime may be punished. As we were tol
by the Chapter President, “At JFK airport, management has consistently tried to
force employees to work more overtime in response to the Congressional cap. While
the cap may limit the earnings of approximately 20 Inspectors at JFK, it will most
certainly increase over 100 inspectors overtime earnings.’

Recently, we were informed that Customs Insrectors in Philadelphia are being
asked to volunteer for a temporary 60-day detail to Miami International Airport,
presumably because the heavy workload in Miami is causing numerous rsonnel
there to approach the overtime earnings cap. This solution, however, is administra-
tively impractical. Because the government is required to pay travel and per diem
expenses to Federal workers on detail, the temporary assignment will cost the
taxpayer money and have a negative impact on Customs’ budget. In addition, as the
overtime earnings of the detailed Inspectors increases in Miami, Philadelphia, an-
other busy port, may experience similar problems near the end of the fiscal year.

We believe that the message delivered by our Chapter officers is clear. If present
trends continue, numerous ports, including some of the nation's busiest, will be
faced with an even greater crisis in enforcement. Coupled with the severe shortage
of personnel, it is virtually certain that Customs will be unable to provide overtime
service to the carriers by the end of the year, In addition, by forcing Inspectors to
work overtime when they would rather spend their leisure time in other pursuits,
the spirit of an already badly demoralized work force will be further shaken.

We are convinced that any arbitrary limitation on overtime earnings is foolish
and counterproductive. We urge the Subcommittee to recommend that the present
cap be abolished in fiscal year 1981. At the very least, the $20,000 overtime limita-
tion should be indexed to reflect the October pay adjustments and within-grade
increases afforded Customs Inspectors, Without such an indexation mechanism, the
number of Inspectors who reach the limitation will increase and an already critical
enforcement problem will be exacerbated.

We sincerely hope that you examine the issue of inspectional overtime objectively
and not succumb to the emotionalism that opponents of Customs seek to Interject
into this debate.

Conclusion and recommendation

We realize, Mr. Chairman, that the Committee must proceed prudently, and what
we are doing here today is the start of a process and not the conclusion. Neverthe-
less, we urge this Subcommittee to seriously consider preparation of an alternative
budget for Customs. The crisis in the Service is deepening with each passing day,
;nd ilt v}ri}l not be long before the social costs from a collapse of enforcement will be

eenly felt.

There is no hope in the Administration’s budget as you have seen. Only strong,
decisive action by this Subcommittee can prevent further crippling of the Customs
Service. We urge you to make your submission to the budget committee a strong
signal to the Congress and OMB that enough is enough, that this Committee intends
to provide the resources where it finds that resources are replaced.
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To assist you in this process, we would like to offer the following recommenda-
tions:

1. First, ensure that the budget provides an overall leve! of resources sufficient to
offset anticipated inflation. Again referring to Table 1, this will require total budget
authority for fiscal year 1981 of $497 million if 7 percent inflation is assumed, and
$506 million if 9 percent inflation is assumed.

2. Starting from this baseline budget, provide the resources needed to achieve a
buildup of the Customs Inspectional orce.

Basically, the Subcommittee should compute the workload growth of the past §
years and the projected ﬁrowth over the next 5 years. The number of Inspector
positions added should reflect the increase in workload. These additional personnel
will obviate- the need for an overtime ca since the increase in the number of
Inspectors hired will decrease the amount of overtime earned by each. ’

Data provided by the Customs Service indicates that the agency’s workload will
increase at an average rate of approximately 9 percent per year. sing this figure,
we estimate that roughly 350 itions should be added in fiscal year 1981 at a
direct personnel cost of $7.5 million. If indirect personnel costs such a3 training are
added, this brings the baseline budget, assuming 9 percent inflation, up to approxi-
mateg' 8516 million for fiscal year 1981.

3. Based upon the above considerations, we recommend that you submit to the
Senate Budget Committee a preliminary figure of $516 million for fiscal year 1981
budget authority for the Customs Service. At a minimum, the additional 35 million
above the original Administration budget proposal should be retained.

4. Lastly, we recommend that the mmittee report signal clearly to OMB the
Committee’s intentici to propose an alternative budget on the order described, and
invite the Administration’s views on such budget.

In conclusion, we would like to emphasize our deep appreciation for the interest
this Subcommittee has shown in the U.S. Customs rvice and its employees. We
are confident that in the weeks ahead the Subcommittee will take all steps neces-
sary to ensure that the Customs Service remains a strong, effective law enforcement
agency. -

Mr. Chairman, this completes my prepared statement. If there are any questions,
my colleagues and I will be happy to answer them at-this time.

TABLE 1.—ANNUAL CHANGE IN CUSTOMS RESOURCES AND INFLATION, FISCAL YEARS 1978-81

[Doltars 1 thousands, appropriated funds onfy}

GNP

Personned Total
Percent Percent Total Percent Percent
cm;?:nns& ch;cnege ol :hacffgne obligations ch::nil :fé" change
208381 ... L4054 . 400591 .. 19345 s
298642 413 44059 - +95 43183 4138 16.20 +3
546 + 87 464339 446 61339 425 .. ... 248
325382 +026 402000 +16 72000 416 .. 2419

fiscal year 1981 to

pace with.
7 percenl inflation . ... 340264+ 496843  +7 A96,843 . s s
9 percent inflaton. ... ... 353758 49 506130 +9 306,130

u;’gthermrsdem of mftation performed 25 fohows in 1379 The Consumer Price Index rose 133 percent and Producer Prices rose 1.7 percent
Vi B
Source. {1) US Treasury Department congressiondl budget submission for fiscal year 1381, p 21, (2) Federal Reserve System for Price Oala

TABLE 2.—NUMBER OF CUSTOMS INSPECTORS AND TOTAL EMPLOYMERT, FISCAL YEARS 1972-81

Totat empiayment Number of Customs  indexes?: lotal  Cusloms
tors employmest

- (ave:age positons) wspect inspeciors
1117 J S 13,116 3154 100 100
193 nm 3,100 106 9
1974 11,878 4,000 107 106
1915 13076 4,400 118 m
1976 .. 13,380 4,300 120 14
[T 7 2O 13,208 4,300 119 1

1978........ e . 13854 4399 125 mn
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TABLE 2.—NUMBER OF CUSTOMS INSPECTORS AND TOTAL EMPLOYMENT, FISCAL YEARS 1972-

81—Continued N
N Toul enpioymeet Nomber of Customs Indeses?. toa Customs Fe
_ {average posmonslm_m ) ,_T,S‘“‘“‘ mipigmen! A inspectors
1919... 14,061 LAk 126 imn
1980 (eslm!ed) Ce e e e 13,643 4,083 123 . 109
1981 {estimated) .. e . 13,597 T 48 122 113
11972=100

Sources (1) US Treasury Department i«eswa! Budget Submission for frscal year 1981 ¢ 21 (25 US Customs Servxce, The lssue of
Customs Inspectonal Overtime, p 7 and Figure

TABLE 3

340

220

140

100 T T ¥ T T ¥ u T )
w70 1971 1072 1973 1974 1076 1970 19717 1978 1970€

FIGRRE 1. —Rel Growth ol C Servics Objigations, Flscsl Years 1070-70.
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TABLE 4
00 Yake of US Imports e ———
Value of inspeciional ovedine wrivals . s e
of - -
R Number of Customs hapecion sreenasesntieens
250 A
200 _’/
,/.
160 A /
.---—.""""—'.‘.. Pl .
- sseete - peed
o-";’" -".-:T-ﬂ"‘“'::." ',.—-.."”wm-n:o--uu-uu""""“
- Tl N
100 T

T ¥ ¥ L \J 017‘
1972 1973 1974 1976 197¢ (114 ]

Fioure 2.—Tierds In e Indices ol US Imporls, tnspectionsl oveitina pay,
ai passanyer pilvals, and Cusioms napectors

TABLE 5.—GROWTH IN CUSTOMS SERVICE SALARY AND OVERTIME, IMPORTS, AND AIR PASSENGER
. ARRIVALS, 1970-78 AND PROJECTIONS TO 1935

w1 owate YR
Base salary obligations. in current doflars {malions) .. ... e 1021 2518 123 5189
Tota! overtime obligations: #n current doflars (MIfONS) ..o o 232 598 126 1369
Total inspectionat overtime obligations: in current doflars (mifions).. . . . .. 203 431 118 1063
Tota! 1911 overtime cbligations: in current doflars {milhoas) ... ... ... 172 359 96 632
Measures of Customs Service workioad:
Yotume of imports (based on 2 quantity index with 1967=100).. ... ... 1331 1216 65 3

92 M 82 nl
Value of imports: in current dofars (bifwons) ... . ... 00 123 200 6183
Number of Qustoms inspectons .. ... . .. i o v v 13758 4599 2T

1 Compoundes’ annually, between 1370 and 1378
11972,
s 1972-7%

Number of overseas air passenger arrivals {muflions).. .. ...

Senator Risicorr. Mr. James Gorson?

STATEMENT OF JAMES R. GORSON, DIRECTOR OF
FACILITATION, AIR TRANSPORT ASSOCIATION OF AMERICA

‘Mr. GorsoN. Mr. Chairman, my name is James R. Gorson. I am
director of facilitation of the Air Transport Association of America
which represents virtually all of the scheduled airlines of the
United States.

In the interests of time and to hold to the 5-minute limitation,
Mr. Chairman, I can summarize my remarks.

S_?natcar Risicorr. Your entire statement will go into the record
as if read.
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Mr. GorsoN. Congestion resulting from inadequate U.S. Customs
staffing at gateway airports has caused serious delays and consider-
able public inconvenience. This situation can be corrected in two
ways. First, by authorizing appropriations for customs inspector
positions to accommodate the traffic growth at gateway airports
and, second, by permitting Customs to pay for the facilities which
they occupy at airports, as provided for under the provisions of
Public Law 87-255. .

Customs is at a serious disadvantage in negotiating for airport
space because they do not pay for it. We urge this committee to
authorize the funds required by Customs to adequately staff air-
ports and to underwrite space needs at the airports. .

With respect to customs staffing, for example, there is a critical
situation at this moment in Miami. A telegram was received last
Friday from the Greater Miami Chamber of Commerce pointing
~ out that the 21 inspectors pledged by the Commissioner of Customs

‘for the Miami airport will be in jeopardy if the administration’s
freeze on employment and transfer of personnel is effected before
the April opening date of the new customs facility there.

. The support of this committee, Mr. Chairman, is needed to
insure that Customs pledge is fulfilled for, as the telegram states,
the Miami airport anticipates a 40-percent increase in internation-
al passengers during the current year.

Another concern of the airlines is costs associated with preclear-
ance, a 28-year-old facilitation procedure which allows U.S. inspec-

* tion of passengers and their baggage before departure from another
country. It reduces the inspection burden on customs operation at
U.S. airports by 5 million passengers annually.

Ten years ago when the Customs Service was planning, as a
matter of poiicy, the discontinuance of preclearance, customs puni-
tive preclearance costs were imposed on the airlines. These so-

~ called excess preclearance costs cover housing, duty-post and educa-

tion allowances, certain transportation expenses, and the cost of
supervising each of the preclearance installations, currently nine
in number.

Although the Congress put a halt to this ill-advised customs
policy, the airlines are still required to underwrite this financial
" burden for which there is no valid justification. These charges
. should now be terminated.

- Finally, we urge the committee’s support of two facilitation

" measures to reduce customs costs. One is the extension of the one-

stop inspection procedure to other U.S. airports whereby all air

travelers arriving in the United States proceed directly to one uU.s.
inspection officer who may be either a_ customs or immigration
official, to undergo the necessary formalities. This integration of
customs and immigration inspectors reduces overall staffing needs.

The second cost-saving measure would result from the extension
of preclearance to Frankfurt, Germany. Under this proposal, u.s.
Immigration at Frankfurt would perform their own mission plus

" customs primary inspection. Thus, without any additional staffing
> by Customs, air travelers not requiring secondary inspection would
ge free from customs formalities when arriving in the United
tates.

ém‘ [ e
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Incidentally, while the Customs Service has sufficient resources .
to add three- urgently needed inspectors at Calgary and two at
Winnipeg this fiscal year, the OMB will not approve sending five
customs inspectors to these two preclearance airports in Canada.

The Department of State, in turn, is therefore unable to author-
ize Customs to fill these MODE positions. We ask the support of
this committee, Mr. Chairman, in lifting this OMB restriction.

In conclusion, let me say that there is no justification for assess-
ing the airline industry for the costs of providing a Government
service which exists, not for the benefit of the airlines, but for the
American public. If the U.S. Government believes that Customs
provides a vital service to its citizens, as we do, then it should bear
the responsibility of associated costs. .

.

The authorization legislation under consideration by this com-
mittee, Mr. Chairman, should be clear reflection of congressional
intent with respect to the role of the U.S. Customs Service in this

regard.
That concludes my remarks.
Senator Ripicorr. Thank you very much, Mr. Gorson.
[The prepared statement of Mr. Gorson follows:]

STATEMENT OF JAMES R. GORSON, DIRECTOR OF FACILITATION, AIR TRANSPORT
ASSOCIATION OF AMERICA

SUMMARY

The Air Transport Association, which represents most of the U.S. scheduled air
carriers is vitally interested in the inspection operations of the U.S. Customs Service
at international airports.

Congestion from inadequate U.S. Customs staffing at gateway airports has caused
serious delays and considerable public inconvenience. Appropriations authorization
for Customs inspector positions to accommodate the increasing traffic growth at
airports is essential. Authorization of funds is also needed to underwrite space used
by Customs at the airports. Customs is at a serious disadvantage today when
negotiating for airports space because they do not pay for it. However, Customs is
ge%‘gmitted to pay for space it occupies at airports under provisions of Public Law 87-

Airline preclearance costs imposed by Customs is another major concern of the
industry. Preclearance is a twenty-eight year old facilitation procedure which allows
US. Customs inspection of passengers and their baggzge before departure from
another country. Ten years ago when the Customs rvice was planning, as a
matter of policy, the discontinuance of preclearance, Customs “punitive” preclear-
ance costs were imposed on the airlines. Although the Congress put a halt to this ill-
advised Customs policy, the airlines are still required to underwrite this financial
burden for which there is no valid justification. These charges on the private sector
should now be terminated.

There are two facilitation measures which can reduce Customs costs and the
Committee’s support of these would be helpful. The first is extension of the one-stop
inspection procedure to other U.S. airports since this will reduce overall Customs
staffing needs. The second is agreement by Customs to the extension of preclearance
to Frankfurt, Germany. U.S. Immigration at Frankfurt would perform U.S. Customs
primary inspection and thus, without requiring staffing by Customs at Frankfurt,
air travelers not needing secondary inspection would be free from further U.S.
Customs formalities upon arrival in the United States.

We commend the U.S. Customs Service for actions taken to modernize and facili-
tate the inspection of passengers and goods at the airports. More must be done,
however, if congestion and processing delays are to be dealt with, and if Customs
fecility needs are to be obtained. The authorization legislation under consideration
should be a clear reflection of Congressional intent with respect to the role of the
U.S. Customs Service in this regard.

.
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STATEMENT

My name is James R. Gorson. I am Director of Facilitation of the Air Transport
Association of America, which represents virtually all of the scheduled airlines of
the United States.

1 appear before the Subcommittee on behalf of our 32 member airlines who are
engaged in both regular air commerce and charter services to, from and within the
United States. Their operations are directly affected b{eCustoms policies, procedures
and inspection personnel staffing levels. The airlines believe that the authorization

—r

. of_appropriations for the U.S. Customs Service must be adequate to meet this

nation’s extensive and essential foreign commerce needs, specifically those relating
to international air commerce, in the most effective and efficient way ible. We
are concerned about four areas of the fiscal year 1981 Customs budget request
because of its direct impact on airline operations, on travelers, shippers, businesses
and communities which rely upon the international air transport system. The four
areas I would like to discuss are: (1) excess Customs preclearance costs; (&) customs
staffing at airports; (3) payment for Customs space at airports; and (§) facilitation
measures to reduce Customs costs.

Excess preclearance costs

Preclearance is a U.S. facilitation procedure which permits the inspection by UsS.
Customs, U.S. Immigration, and where needed, U.S. Agriculture of air passengers
and their b?gage before departure from another country, rather than on arrival in
the United States. Benefits of preclearance accrue to: passengers, who benefit from
the greater convenief(ce; Immigration, which stops inadmissible aliens before their
departure to the U.S,; Agriculture, which interdicts prohibited products before they
enter the United States; and U.S. Customs, which is relieved of inspecting 20
percent of international passengers who would otherwise require inspection at con-
gested U.S. gateway airports.

Despite these benefits, the U.S. Customs Service imposes uron the airlines special
administrative charges initiated pursuant to a Customs regulation adopted 10 years
ago when that agency was attempting to terminate preclearance,

Customs at that time imposed these “punitive” charges requiring the airlines to
pay for Customs housinﬁ allowances, duty-post allowances, education allowances,
transportation costs incident to assignment to a preclearance station and return,
home leave and associated costs, and Customs cost of supervising each preclearance
installation.

In 1977 the airlines paid the Department of Treasury $1.7 million for these excess
costs, but last year the figure was $2.3 million.

The airlines should not be required to bear these charges, and their continued
exaction could jeopardize the preclearance program. Despite that possibility, Cus-
toms is now !aroposing the assessment of additional preclearance costs to underwrite

on and maintenance of their Treasury Enforcement Communications
System (TECS) at preclearance locations.

TECS is an internal communications system of direct benefit to the Customs
Service and other U.S. enforcement agencies, but one which would add $300,000
annuall¥l to the private sector excess preclearance cost burden.

No other agency of the U.S. Government involved in preclearance, including the
Department of Agriculture or the U.S. Immigration Service, imposes these charges
on the airlines. They should be terminated; and the fiscal year 1981 authorization
should reflect the funding which Customs requires for this program.

Customs staffing at airports

Foreign air travel to the United States on scheduled airlines increased dramati-
cally last year, up 18 percent. The new climate of competition amon the airlines,
new entries in scheduled service, and increasingly liberal bilateral agreements
called for by U.S. policy have expanded air service significantly, resulting in severe
bottlenecks in processing international arrivals through Customs at major
airports of entry. Last summer, it was not unusual for incoming air travelers to
experience delays of one to two hours or more at such places as Miami, Chicago,
Honolulu, and New York.

In Miamli, for example, international air arrivals increased over 20 percent. While
21 additional inspectors are earmarked for the new Miami Airport facility sched-
uled to open next month, this will only start to “catch-up” on the inadequacy of
inspector staffing there of the last five years. The number of international passen-

ers arriving at the Miami Airport is more than doubling every five years, but there
as been no commensurate increase in the number of Customs inspectors to process
this traffic. However, as outlined in the attached March 6, 1980 telegram from the
Greater Miami Chamber of Commerce, even the 21 Customs inspectors pledged for
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the Miami Airport may be in jeopardy if the Administration’s freeze on employment
is effected before the April opening date of the new Miami Airport facility. We urge
the support of this Committee to prevent this from happening. .

A minimum of 69 additional Customs insg‘ctors will be needed during fiscal year
1981 at the Miami Airport. The plight of Customs staffing at Los Angeles and at
Chicago's O'Hare Airports is not unlike Miami’s. Your attention is invited in this
regard to an article in the February 3, 1980 Chicago Sunday Sun-Times headlin.]
“International Terminal Jam is ‘Dreadful’,” a copy of which is appended to this
statement.

The airlines are also concerned about Customs proposals to restrict landing rights
for arriving international aircraft through the use of a lottery or auctioning scheme,
rather than al:lsee%uately staffing international airports. A" gambling mechanism
should not be to compensate for staffing inefficiencies, and we have so advised
Customs. We will be happy to supply for the record further details of our concern.

The plain fact is Customs budget requests for inspection personnel have been, and
still are, unrealistic and fail to take into account annual increases in international
air traffic. Attached to our statement is a list of airports showing additional inspec-
tors needed for fiscal year 1981.

We believe with additiona! staffing, Customs can fulfill its pledge to provide
expedient, effective service to the traveling public and importing community. We
believe it Is the government's responsibility to provide sufficient staffing to conduct
required Customs inspections without penalizing the traveling or shipping public or
the airlines which provide government-authorized public service.

Payment for Customs space at airports

There has been much dissatisfaction over the years on the part of the Customs
Service, airport operators and the airlines about the arrangements for providing
Customs space at U.S. airports-of-entry and the preclearance airports abroad.

Customs today must negotiate with airports managers to o tain whatever free
space can be made available to process international passengers and their baggage.

he Customs Service has never paid for this space as do other airport users and,
o uently, the facilities provided Customs are often inadequate. The U.S. Cus-
toms Service was authori to provide these funds under Public Law 87-255, but
funds have never been available for this purpose. These costs would total approxi-
mately $8 million in fiscal year 1981, and we urge the committee to include this
amount within the anthorized budget.

Facilitation measures to reduce Customs costs

The Customs Service in cooperation with the Immigration Service designed and
implemented an experimental inspection procedure at the Philadelphia Airport
called “one-stop’. under this facilitation procedure, arriving travelers proceed imme-
diately to the Customs counters where a “one-stop” inspection is conducted, either
by an Immigration 62 Customs official. That official performs the primary inspec-
tion formalities for his agency and the sister agencies, whether Immigration, Cus-
toms, or Agriculture. _

The procedure is also in operation at the new pre-clearance airport in Edmonton,
Alberta, Canada. The one-stop g)rocedure. coupled with Customs Accelerated Passen-
ger_Inspection System (CAPIS) will do much to speed the flow of international
arriving air travelers throuqh U.S. government formalities while making the most
economical and efficient utilization of limited manpower resources. The procedure
should be extended as a cost-reduction measure as soon as possible to other Us.
airports, including Los Angeles, Tampa, and Houston.

nother facilitation measure which would result in Customs cost reductions is the
proposed extension of pre-clearance to Frankfurt, Gesmany, for an experimental six-
month test. Under this contemplated experiment, staffing by Customs would not be
needed since Immigration inspectors at Frankfurt, in addition to performing their
own duties, would also perform a primary inspection both for Customs and Agricul-
ture purposes. This would obviate the need of approximately 80 percent of these
travelers from undergoiqﬁlany further Customs or Agriculture inslpection on arrival
into the United States. That is, those travelers with no duty collection or without
special problems would be free from further inspection in the United States.

Conclusion .

In conclusion, we commend U.S. Customs Service for actions taken to modernize
and facilitate the inspection of passengers and dgoods at the airports. More must be
done, however, if congestion and processing delays are to be dealt with, and if
Customs facility needs are to be obtained.

The Office of Management and Budget continuously proposes a stringent budget
for the U.S. Customs Service while expecting Customs to perform its obligatons and
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meet increased public demand. Although internal measures are being taken within
Customs to offset some of the budget restrictions, the fact must be faced that
sufficient funds are not available for Customs to adequately carry out its duties.
Further, there is no justification for assessing the airline industry for the costs of
Frovndinx a government service which exists not for the benefit of the airlines, but
or the American public. If the U.S. government believes that Customs provides a
vital service to its citizens, then it should bear the responsibility of the associated
costs. The authorization legislation under consideration should be a clear reflection
gf Congressional intent with respect to the role of the U.S. Customs Service in the
uture.
The following expenditures therefore should be included in calculating the Cus-

toms Service budget authorization for fiscal ¥4ear 1981:

204 additional inspectors, at a cost of $4.2 million, to cover inspection needs at

the U.S. alrports shown in the attachment;
26 additional inspectors for preclearance airports show in the attachment, at
a cost of $526,000;
$8 million to underwrite Customs airport rentals and facility costs; and
32 3 million for excess preclearance charges.
We will be pleased to work with this Committee and its staff in every way

possible on these Customs issues.

Additional Customs staffing requirements, fiscal year 1981
Addstional

U.S. airports-of-entry: inspectors
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SpeciAL COMMITTEE ON INTERNATIONAL PASSENGER SERVICES,
GRreATER M1aM1 CHAMBER OF COMMERCE,
Miami, Fla., March 6, 1980.

James R. GORsON,
Director of Facilitation Care, Air Transport Association of America,
Washington, D.C.

Dear Jim: Miami International Airport has suffered extensive delays in process-
ing international arriving passengers. On January 8, 1980, Senator Lawton Chiles
chaired a meeting with respresentatives from Federal, State, county and industry
agencies affecting the processing of the passagers. An agreement was reached at
that meeting to hold monthly meetings until the problem was solved. United States
customs pledged 21 additional inspector itions and United States immigration
pledged 15 new positions to be in place when the new Miami International Airport
customs facility goes into operation in mid-April. Customs and immigration services
have selected ple to fill these new positions and are in the process of checking
and training. Senator Chiles and those agency representatives are working diligent-
ly and cooperatively to solve this serious problem. -

A threatened freeze on employment by OMB will severely cripple this effort. If
such a freeze is imposed, an exception to these new positions must—repeat, must be
allowed in Miami. Without an exception, the time for processing an international
passenger could continue to be one to three hours.

As has been pointed out many times, Miami’s ratio of international passengers
per customs inspector is woefully short of the ratios of Kennedy and Los Angeles
airports. Even with the 21 staff increase, the projected 1980 40 percent increase in
international passengers will make this an ongoing problem. Additional budget-
allocations for an additional 69 positions, over and above the 21, are needed to
maintain any semlance of good service,

Your help in pointing out the need for an exception to any employment freeze
andeéhe need for 69 additional customs inspector positions will be greatly appre-
ciated.

Sincerely,
FRANK CALLAHAN, Chairman.

{From the Chicago Sun-Times, Feb 3, 1380]

INTERNATIONAL TERMINAL JAM Is DREADFUL
(By Harlan Draeger)

The overcrowded international terminal is the worst feature of O'Hare Airport, so
bad that even civic boosters give it failing marks.

“Pathetic,” says E. Stanley Enlund, the savings and loan president who heads the
Chicago Association of Commerce and Industry. -
ta;‘_Dreadfl.tl,” says John Kramer, secretary of the Hlinois Department of Transpor-

ion.

Enlund came into O’'Hare a couple of years ago on a foreign flight, one of five
arriving at the same time. He emerged from the terminal 3% hours later.

Similar delays are experienced every day by arriving travelers waiting to get off
planes or walking long distances to the terminal, or struggling to retrieve baggage
from two overloaded carousels, or standing endlessly in long lines to move through
limited customs stations:

More than 2.8 million passengers passed through the international terminal in
1978. Foreign traffic is growing twice as fast as domestic ;i]assenger volume. But the
steady stream of humanity is squeezed into a facility that has been too small and ill-
equipped for years.

The sad state of the international terminal finally moved to center stage with the
election of Mayor Byrne. -

One month after she took office, top business leaders voiced concerns about the
international terminal in a visit to her office. The chorus grew louder Aug. 6, when
she attended a meeting of the Chicago Economic Development Commission.

Enlund, who was present on both occasions, was surprised at Byrne's readiness to
give top priority to the issue. In his view, it’s a necessary response to a problem of
enormous long-range importance.
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“Chicago may lose the opportunity to bécome a global center if we don’t have a
firstclass international terminal,” he said. “The most exciting thing in our econom-
ic development over the last 15 or 20 years is Chicago’s emerging as a center of
international trade.”

On August 13, Byrne rolled out her solution: She would begin negotiations with
federal officials to acquire the 391-acre military base on the northeast corner of
O'Hare. A new international terminal would be built there, freeing the old one for
domestic flights.

President Carter, in Chicago Oct. 15 to speak at Byrne's fund-raising dinner,
announced an “agreement in principle” to relocate the Air Force facility elsewhere
at the airport. But negotiations ceased after Byrne announced Nov. that she

_ would back Sen. Edward M. Kennedy {D-Mass.) for president.

Efforts by the city to acquire the O'Hare military base date back many years.

Late in 1969, the Air Force announced plans to move its 928th tactical airlift grou

to Dobbins Air Force Base, Ga. All but six planes had moved out when a phone call
one week before Christmas froze the transfer.

Every city move to acquire the military base kept bumping into a familiar
obstacle—money.

Maj. Gen. Donald J. Smith, retired commander of the Illinois National Guard
wing at O’'Hare, says the Air Force position has remained consistent: It is willing to
relocate to a suitable new site if the city will foot the entire bill—estimated last fall
at more than $150 million.

Smith still has an Oct. 26, 1968, letter from the late Mayor Richard J. Daley

- promising to keep the Air National Guard at O'Hare. Daley also pledged that the

city would finance any reloction at the airfield.

‘With a new mayor, those things die,” said Smith, co-chairman of Operation
Retain, a coalition working to keep the military facilities at O'Hare. "But that was
the basis on which we operated.”

Joseph P. Dunne, the city’s aviation commissioner, said the obstacles to a city
takeover always have been costs and “somebody to get to the president.”

Over the years, more than $21 million has been invested in some 50 buildings at
the military base, despite the city's continued interest in acquiring it. The latest, a
$22 million operations and training headquarters for the Air Force reserve, is
scheduled to open March 1. One airline official complains that “no forceful argu-
ments”’ were made to oppose the expansion.

Senator Ribicorr. Mr. Casey?

STATEMENT OF WILLIAM R. CASEY, PRESIDENT, NATIONAL
CUSTOMS BROKERS AND FORWARDERS ASSOCIATION OF
AMERICA, INC., ACCOMPANIED BY MORRIS V. ROSENBLOOM,
DIRECTOR, WASHINGTON OFFICE OF THE NATIONAL ASSOCI-
ATION

Mr. Casgy. Mr. Chairman, I have with me Mr. Morris Rosen-
bloom, director of our Washington office.

Mr. Chairman, I am president of the National Customs Brokers
& Forwarders Association of America, and chairman and chief
executive officer of the Myers Group, Inc., one of the country'’s
largest customs brokers.

In addition, I am a member of the customs policy committee of
the American Importers Association and a former chairman of its
customs committee.

We want to comply with Chairman Ribicoff’s statement that the
subcommittee urges all witnesses who have the same general inter-
est in a subject to refrain from reiterating similar views and de-
tails. Thus, as we are very familiar and agree entirely with the
position of the American Importers Association and their testimo-
nl-f" both oral and written, and we have also testified before the

ouse and we reiterate those statements, as particularly with
regard to the 3-day OMB proposal.

I would like, however, to acquaint you with the fact that the
National Customs Brokers & Forwarders Association of America,
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_which has been in existence since 1897, has 23 regional and local
affiliated associations of brokers in practically every port in the
United States and we employ over 3,000 individuals and probably
clear 98 percent of the commercial traffic imported into and ex-
ported from the United States.

We would like to make it clear that we object very strongly to
the type of duty payment proposal advanced by OMB and more
recently presented in a modified form to the House Ways and
Means Committee by the Treasury Department; namely, going
down in incremental steps. ’

Our concern is with the method proposed to achieve the cash
flow objective because we would like to make it perfectly clear that
we fully support the need for practical, realistic and cost-effective
measures to improve the cash management practices of the Federal
Government.

I would like to point out that many years ago Customs did
operate on a 2- and 3-day system under the idea, and that was then
moved because of absolute necessity; and those were in days when
you had very, very simple transactions, from 2 to 4 and then to 5
and then to 10 days because they just could not keep up with the
paperwork.

We do think that the Customs has taken a great deal of action in
order to improve the cash flow, mainly in the procedures of strip-
ping of checks for duties from entry summaries and depositing
them immediately upon presentation-of the documents, which they
did not do before; transferring funds electronically and making
sure that funds are deposited the same day. }

These steps represent good cash management which was not
present before Commissioner Chasen’s day.

We also know that they are taking other steps and we are
working in our association with the Commissioner and his staff to-
try to improve this, but to go from the 10 days to 3 days would
increase the Customs workload. They could not handle it with the
current staff that they have.

It would not be cost effective. It would create at least 10 to 15
percent as a minimum of more change entries, which cost at least
$20 more than a regular entry, this would actually increase the
cost over $12 million, to say nothing of the cost to the importers .
and to the general public, which would have to be passed on.

Our association is composed of very small business people. We
obviously mostly finance our clients within the ten-day period,
sometimes longer unfortunately. It is just not possible for even the
larger firms in our field to handle lines of credit required for the
million to $10 million more to finance the importers.

In closing, I would like to point out that what OMB is asking us
to do would be as if the IRS said to the public accounting field in
‘tax accounting, on January 3, you file all your tax returns for all
yolur clients for the previous fiscal year and finance them your-
selves.

Thank you, Mr. Chairman.

Senator RiBicoFF. Thank you very much.

[The prepared statement of Mr. Casey follows:]
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TesTIMONY OF WiLLiaM R. Casey, PRESIDENT, NATIONAL CustomMs BROKERS AND
FORWARDERS ASSOCIATION OF AMERICA, INC.

SUMMARY

TrPgrpose in testifying before the Senate Finance Subcommittee on International
ade:
1. Present support of the NCBFAA for the $472,000,000 in the Administration’s
budget for operations of the Customs Service in fiscal year 1981.
2. Explain reasons why the NCBFAA believes that this amount is merited. Refer-
- ence will be made to the fact that Customs Commi-~i~ner Chasen recognizes the
importance of fiscal restraint and has achieved efl. . 1 and increased cash flow
by establishing various methods, includin%:
(a) Stripping of checks for duties from the entry summaries and depositing
them immediately without waiting for examination of the entry summaries.
(b) Transferring funds electronically to speed up the deposit of funds.
{c) Making sure that all receipts that day are deposited that day.
3. Mention other strides taken under Commissioner Chasen’s leadership about
which the National Association is aware.

4. Indicate why the NCBFAA is well-qualified to make a resgonsible judgment in

this area. Advise that the NCBFAA wishes to cooperate wit the request of the
Subcommittee by foregoini in its presentation a recountiny, of details exrressed by
the American Importers Association, an organization which has generally similar
views to those of NCBFAA.
5. Add that the NCBFAA concurs with the House Subcommittee’s strong opposi-
tion to establishing a reduction from a 10-day to a 3day, or somewhat modified
version of accelerated duty ‘)z:.yments. as a violation of the spirit of the Customs
Procedural Reform and Sim%i ication Act [Public Law 95-410).

6. Point out that the NCBFAA agrees with and hopes that the Senate Finance
Committee will lend its support to two important votes taken by the House Subcom-
mittee on Trade which passed unanimously for inclusion in the statute concerning
the use by Customs of appropriations the agency receives:

(a) Under a caption stating that no part of a sum to be approriated is to be used
* for certain purposes, one was that “no monies are to be expended to implement any
procedures relating to the time of collection of estimated duties that shortens the
maximum 10-day deferment procedure in effect on January 1, 1980.”

(b) The other one was that more on-theline Customs inspectors are needed and
the allocation in that category was increased by $5,000,000.

7. Advise that the NCBFAA has been working and plans to continue working with
the Commissioner and his key associates to assist in appropriate ways to help in
bringing about further efficiencies and effectiveness in the Customs Service for the
least number of dollars—to the benefit of the importing community and to the
-- consumers of this country.

STATEMENT

Mr. Chairman and members of the Subcommittee, my name is William R. Casey.
I am President of the National Customs Brokers & Forwarders Association of
America, Inc, and Chairman and Chief Executive Officer of my own firm. The
Myers Group, Inc. In addition, I am a member of the Customs Policy Committee of
the American Imporfers Association and former chairman of its Customs Commit-

tee.

We desire to comply with Chairman Ribicoff's statement that the Subcommittee
urges all witnesses who have the same general interest in a subjct to refrain from
reiterating similar views and details. Thus, as we are quite familiar and agree with
the explanation about specific aspects involved in the collection of customs duties as
set forth in the testimony of the American Importers Association (AIA), as well as
with the more detailed memorandum attached to the AIA statement, we shall
merely endorse those views at this time and will not dwell on these matters in this
statement. My remarks will be limited to a brief presentation of some pertinent
points which we believe to be important with respect to your evaluation of the
proposed fiscal year 1981 budget for the U.S. Customs Service. -

At the outset, I should like to provide you with relevant back%round information
about the National Customs Brokers & Forwarders Association of America, Inc. Our
Association is the only nationwide organization that is com of licensed customs
brokers and ocean/air freight forwarding firms. A nonprofit organization, the origi-
nal gaoup was incor?orat on March 22, 1897. Currently, the National Association
has 23 regional and ocal affiliated associations of brokers and forwarders. They are
located in every major US. port of entry. We maintain close liaison between the
national, regional and local associations. We estimate the total number of licensed
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customs brokers in this country, many of whom are employed by our members or
affiliates, at more than 3,000 individuals. Through our combined membership we
handle most of the general cargo imported into, and exported from, this country.

In view of the fact that representatives of our National Association have testified
recently before the House Ways and Means Subcommittee on Trade on matters that
focuses primarily on our opposition to a proposal advanced by the Office of Manage-
ment and Budget to establish a 3-day payment of customs duties, I shall not burden
{)ou with a restatement of that testimony nor by repeating the testimony the

irector of our Washington Office presented to the House Ways and Means Commit-
tee on March 10th.

I should like to bring to your attention, however, that I have had an opportunity
to study the facts and data contained in the line items in the appendix to the
Administration’s Budget for fiscal year 1981 about the funds needed for the Customs
Service. Thus, a principal purpose of mine is to provide the members of the Senate
Subcommittee on International Trade with several observations which pertain to
those items and to express our support for the $472,000,000 set forth in the proposed

budget.

It should be made clear, however, that we strongly object to the type of duty
Fayment proposal advanced by OMB and more recentl‘}: presented in a modified
orm to the House Ways and Means Committee by the Treasury Department. Our
concern is with the method pro to achieve the cash flow objective.

Thus it should be made equally clear that we fully support the need for practical,
realistic and cost-effective measures to improved cash management practices of the
Federal Government.

In this regard, we believe that all who are interested in improve cash flow should
be heartened by the result of actions taken by the Customs Service since enactment
of Public Law 95-410, the Customs Procedural Reform and Sim{)liﬁcation Act. We
who are daily on the “firing line” with respect to the impact o increased efficien-
cies and earlier cash payments know at first hand that much has been accom-
plished. As we have stressed in our testimony before the House Ways and Means
Committee, these benefits to the government’s cash flow have resulted from:

(1) Stripping of checks for duties from the entry summaries and depositing
then immediately without waitinf for examination of the entry summaries.

(2) transferring funds electonically to speed up the deposit of funds.

(3) Making sure that all receipts that day are deposited that day.

We also are aware of the fact that Commissioner Chasen is taking additional
steps which will bring about even greater efficiency and faster cash flow. Our
National Association has met with the Customs Commissioner and his principal
associates in efforts to be of assistance in the continuing development of practical,
business-like methods to improve cash flow for the Customs Service. Moreover, we
shall continue to work in all appropriate ways to help achieve the type of realistic
objectives we all seek. . ] . )

he type of efficiencies that are already in place, as we have pointed out, have
brought about remedial benefits. Any advocates of moving the dut{i payment proce-
dure back from its fresent 10-day status, must be mindful of the huge administra-
tive costs that would be borne not only by the Customs Service, but also by the
brokers, importers, and consumers of this countu\*z;. Adoption of the OMB type of
pro 1, as we have emphasized to the House Ways and Means Committee and
wish to reiterate to you, would surely bring about wideranging and very injurious
abuses to business operations.

We have noted with particular interest that the House Subcommittee on Trade, in
its recommendations to the Ways and Means Committee, expressed its strong 0&»
sition to the change gropoeed y OMB—stating in Committee Print WMCP: 96-9
that it “would be in direct contradiction to the goals and legislative histogy of the
Customs Procedural Reform Act of 1978.” In addition, Hearing Report 96-62 of the
Ways and Means Committee, dated March 21, 1979, stated in italics “that it will not
accept any alternative collection scheme which violates the spirit of Public Law 95-
410 It is our sincere and earnest wish that the Senate Finance Committee will
determine that these views and these concerns are correct and that they merit your
supportive action.

n that regard, we noted that, at the mark-up session of the House Subcommittee
following its February 21st hearing, two imporiant votes were taken that passed
unanimously for inclusion in the statute concerning the use by Customs of appropri-
ations the agency receives. We strongly agree with each of them and hope that the
Sena_to; Finance Committee will agree with and lend its support to these important
provisions:

(1) Under a caption stating that no part of a sum to be appropriated is to be
used for certain purposes, one was that “no monies are to be expended to
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implement any procedures relating to the time of collection of estimated duties
that shortens the maximum 10-day deferment procedure in effect on January 1,

(2) The other one was that more on-the-line Customs inos(?oectors are needed
and the allocation in that category was increased by $5,000,000.
A few words of explanation are in order about why we are so sur, rised to see the
basic thrust of the OMB g:o;ﬂsal that surfaced again in testimony by two Treasury
- officials on February 26th. The surprise and, indeed, amazement is based on the
face-to-face discussion that the Director of our Washington Office and I had with the
Domestic Reorganization Coordinator of OMB last Spring and another talk which
we had with an Assistant Secretary of the Treasury. Both of these men had policy
responsibilities in this area and both, in our judgment, reacted favorably to the facts
p;fesented and accepted our belief that the OMB proposal would not prove cost-
effective.

Before concluding this statement, it should be emphasized that the customs bro-
kerafe and international freight forwarding industry is com almost entirely of
small businessmen. Therefore, the impact of a ma‘ior and ill-advised shortening of
the time for pa‘\;ment of customs duties would fall upon a portion of the business
community unable to bear the brunt of such a requirement. As would be likely to
happen under such an impractical situation, the small businessman would have to
assume the role of a banker by advancing funds on behalf of importers prior to his
receipt of the funds from the importers.

The small customs broker is not in a position to assume such an insurmountable
burden, nor could he be able to borrow the 35,000,000 to $10,000,000 that we
estimate would be involved for the small broker to finance his importers under such
a procedure. An accelerated duty payment program of this sort would be untenable
for the small businessman and would place him in a cruel, unmanageable squeeze.
Moreover, it could have a catastrophic impact upon the importing community of
this country.

It may of particular relevance to you, as it has been to members of the
Committee on Ways and Means, and to customs brokers throu%_hout the United
States, that several Congressmen on the House Subcommittee on Trade who served
on a task force and devoted a considerable amount of time traveling to various parts
of this country in order to see for themselves at fist-hand how the Customs Service,
brokers and others handle the imports into this country have been in the forefront
of those members of the House of Representatives who most vigorously have spoken
out aginst the impractical recommerdation advanced by OMB and presented in
modified form by Treasurey officials at the February 26th hearing.

One or two final matters should be mentioned. As a National Association that is-
83 years old this month, we are proud of our heritage and adherence to high
. standards of rformance. Also, we are keenly aware of and applaud Commissioner
— " Chasen’s goals of streamlining and modernizing the Customs Service. We have
: noted his accomplishments in these areas while, at the same time, placing needed
emphasis upon fiscal restraint. It is clear that it is his desire for this country to
have a Customs Service that works efficiently and efiectively for the least number
of dollars that such an objective requires. Our National Association has a committee
that has been working with the Commissioner and his key associates to assist in
whatever approprite ways we can because we have found the Commissioner’s goals
and ours to be similar.

On behalf of the hundreds of members and affiliates of our National Association, 1
want to express our appreciation for the opEportunity to present these views. We are
g‘rrateful for the care which the Senate Finance Subcommittee on International

ade is giving to matters of significance to out membership, to the importing
community, and to the consumers of this country.

Thank you.

Senator Risicorr. The committee will stand adjourned.

(Whereupon, at 12:05 p.m. the subcommittee recessed, to recon-
vene at the call of the Chair.]

(By direction of the chairman the following communications were
made a part of the hearing record:)




64

AMERICAN
FOOTWEAR
INDUSTRIES _
ASSOCIATON

F. A. MEISTER, PRESIDENT

March 13, 1980

Mr. Michael Stern -
Staff Director

Committee on Finance

Room 2227

pirksen Senate Office Bldg.

Washington, D.C. 20510

Dear Mr. Stern:

Enclosed please find a copy of the testimony we submitted to
the Subcommittee on Trade, Committee on Ways and Means, pertaining
to FY 1981 authorization for the Customs Service, U.S. International
Trade Commissfon, U.S. Trade Representative, and trade functions of
the Department of Commerce.

Our testimony stresses the importance of each of these agencies
to the domestic footwear industry, and thefir consequent need for
adequate funding to carry out their responsibilities.

We believe this information will be of interest to the Senate
Finance Subcommittee on International Trade in its deliberations
on FY 1981 authorization of appropriations for the U.S. Customs
Service, ITC, and USTR.

Sincerely,
il
. .
F.A. Meister
Enclosure
FAM:cg

1611 NORTH KENT STREET ARLINGTON, VIRGINIA 22209 (703} $22-729
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TESTIMONY OF

F. A. MEISTER, PRESIDENT

oF

THE AMERICAN FOOTWEAR INDUSTRIES ASSOCIATION
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THE DMPORTANCE OF DEQUATE FUNDING FOR

THE U.S. TRADE REPRESENTATIVE, THE U.S. INTERRATIONAL TRADE COMMISSION,
TEE CE, AND THE TRADE FUNCIIONS OF THE DEPARTMENT OF COMMERCE

THE CUSTOMS SERVICE, AND THE T

TO THE NON-RUBBER FOOTWEAR INDUSIRY

SUMMARY

The American Footwear Industries Association (AFIA), whose members account for
approximstely 90% of domestic non-rubber footwear production and a substantial
auaber of suppliers to the {ndustry, requasts that you provide sufficlent funding
and staffing levels fn your recommendation on the Fiscal Year 1981 authorization
for the U.S. Trade Represeatative, the U.S. International Trade Comissicn, the
U.S. Custons Service, and the trade functions of the Departzment of Cosmarcas.

A1l of the above cited agencles or departzments are charged by the Coagress with
critical trade responsibilities, the proumpt and effective implegzentatioa of which
are especislly vital to tmport-impacted fodustries such as the domestic son-rubber
footwear industry.

It s safe to say that without adequate funding and staffing levels, these vital
agencies will oot be adle to ass{st our {ndustry ard others as chsrged by lav.

1o particular, each of the above-zentioned agencies is involved {fntegrally with
President Carter's prograa to revitaifze the footwesr industry and to coatrol

shoe imports. The Offfce of the U.S. Trade Representative has the primary
responsidility for proper {mplementation of the President’s i{aport cootrol progras.
Alsc, as the chief trade negotiator, USTR s responsible for ensurlng the elinina-
tioa of unfair trade practices of other nations, which negatively fmpact domestic
ganufacturers. In the case of footwear, this currently involves negotiations to
eliminate unfafr restrictioas oo cattlehide exports.

Specific responsibilities of the Internatfonal Trace Ccmmission to the footvear
industry fnclude the continued monitoriag of the health of the domestic tndustry-
as required under lav. On 2 broader scale, the Yrade Act of_ 1979 requires the

1TC, for the first time, to deternine iojury io countervailing duty cases. This,
{a addition to the anticipated iancrease in anti-dumping investigations, surely

will add to the agency's workload. Also, the ITC now is workiog on a major
revision of the Tariff Schedules of the U.S. (TSUS). This {mmense task is
inportant to develop meaningful import and export statistics, not only for footwear,
but for every U.S. industry.

The U.S. Custous Service clearly {s in the forefront of the trade area. The ageacy
has virtually the sole responsibility for assuring proper classification of, and
nence collection of duties on, all articles imported into the U.S. In the case of
footwear, proper clasgiffcation and timely duty assessments are absolutely crucial
to prevent circumventions of the quota restrictions on Taiwan and Korea. In
addition, Customs' monitoring of imports provides the raw data essential to
evaluating the effectivenass of the fmport relief program.
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Continuad application of sufficlent resources wvithin the Departmeat of Commerce
13 vital to the revitalization efforts of the footwear industry. DOC has

a key role in (a) monitoring footvear imports, (b) providing an early varniag

of control violations, and (c) developing a coordinated program of technical and
financial sssistance designed to enhance the competitive position of the {odustry.
The Department of Commerce actively is favolved in the {ndustry's successful
export promotion program, in the developoent of the Amerfcan Shoe Center, and

in the specialized Trade Adjustment Assistance Program for our firums.

KEY POINTS

The U.S. Trade Representative

The Offfce of the U.S. Trade Representative has the primary respoasibility for
proper implementation of the President's import control program for footwear.

This program consists of 1) negotiated restraints on imports from Tafwan aad
Kotea for a period of four years (Juae 30, 1977 to June 30, 1981) and 2) assurances
that other countries will pot surge to make up for the rollback on Taivan and
Xorea. (Indeed, such assurances, made both to the industry and to the Congress,
were the key underpioning of our fadustry's acceptance of the Administratioca's
program, rather than the global quotas for which ve pressed.) Unfortunately,
there has been virtually a complete failure of the import relief progras. In
1978, Tafvan and Korea blatantly circumvented the OMA’s through a dramatic sviech
{nto rubber/fabric footvear, which is virtually ideatical to son-rubber footvear,
but 1s not subfect to the quota restrictiocas of the OMA's. Then, {n 1979, non-
rubber footwear imports from "cap-controlled” countries (most notably Italy,

Bong Kong, the Philippines, and Singapore) were pernitted to surge to unprece-
dented levels. Last year, while non-rubber imports fros Korea and Taiwan were
down by 50.5 million pairs from 1976 levels (the bdase year for the CMA's), other
countries increased shipments to the U.S. by 85.0 aillion pairs, thereby negating
totally the rollback on Taiwan and Korea.

Afcer more than 24 years of a “relief” program, 1t {s clear that the domestic
footwvear industry still has not received the relief to which it is entftled under
the Trade Act. We are, however, working closely on this vital {ssue with the
Office of the U.S. Trade Representative, in an effort to rezedy the situation. We
have found Ambassador Reubin Askew and his new staff to be understanding of our
geed for a more effective import control program. They have been amenable to
neetings and discussions vith the fudustry and our unfons, and finally appear

to be working with us to i{mprove the program. We expect to continue to vork very
elosely with USTR throughout 1980 and 1981, particularly in view of the possi-
bility of an extensfon of the import relief program beyoand mid-1981.

USTR also is deeply favolved fa another matter of critical importance to the
domestic footwear industry - the freefng up of the world supply of cattlehides.
USTR receatly negotiated an agreement with the Governzent of Argentina, lifting
that country's eabargo on cattlehide exports, and nov is vorking with us to
assure proper izplementation of the agreement. USTR {s pursuing simsilar agree-
ments with the GCovernments of Brazil and Uruguay.
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USTR must coatinue to give high-level attention to the hide prodlem. Without
pore hides fresly traded in the world market, we could vitness & reoccurrencs
of the disastrous price increases, market volitility, inflatiounary impact and
inequitable U.S, export level we suffered ia 1979.

_The Internsticnal Trade Commission

Pursuant to the President's import celief program for footvear, the International
Trade Commission has been delegated responsibility for mounitoring the health of
the domestic industry. The ITC must spend considerable time and resources to
develop meaningful questionnaives, and then to fnterpret the data teceived, to
evsluate the status of the industry on 8 quarterly and an ancual basis. This
joformation fs vital to assess ths success of the relief prograa and the
{ndustry's revicalization efforts.

We also ars working closely with 1TC officisls on a proposed revision of the
Tariff Schedules for footwear. This major undertaking should tesult fo much-
needed schedule changes to enhance the comparability betveen domestic production
and import data, éhich is essential to improve the industry's ability to snalyze
better the total U.S. footvear market, and gear its own production and marketing
efforts accordingly.

Further, we are working vith the ITC to develop more meaningful export statistics,
which now sre provided only in the very droadest terms. This vill provide us
with more complete and accurate {nformation that can be correlated to import and
production dats so that trade patterus in the fadustry can be analyzed more
accurately, and addicional export aarkets can be explored. )

In addition, under the Trade Act of 1979, 1IC fnjury findings will be required,
for the first time, before countervailing duties can de assessed, This nevw
vespoasibility of the I1C can be expected to fncrease substantially its workload.
In this ares, too, the domestic footwear industry is favolved, for ve have long
been fighting sgainst unfair foreign subsidies on footwear, As & result of our
efforts, there curreantly are countervailing duties on footwear from Brazil,
Spain, Argentfas, Korea and India; nev cases may be filed, as necessary. (441
should be noted thst one of the first ccuntervailing duty fnjury cases to cooe
befors the ITC this year vas that coacerving footwear uppers from India. This
case vas inftiated dy tbe domastic footwear industry, and required an extensive
tavestigation by the ITC prior to the hearing before the Commission on February 4.
We have filed pre-bhearing and post-hearing briefs, and a decision on this case
aov is pending.)

Clearly, genérous resources &re necessary to carry out the vast responsibilities
of the International Trade Commission.

The U.S. Custonms Service

The U.S. Customs Service also plays a sajor role in {aternaticcal trade. It is
this agency which has virtually the sole responsibility for classification of
articles eaterfag the United States and for tizely collectfon of proper duties.
Further, the agency gathers the import statiscics which are critical ({n monitoring
{mport trade.
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Tor the footvear industry, timely and accurate collectiocn of import statistics
1s critically important in measuring the effectivenass of the import control
prograa. Moreover, the importance of classifying footwear which eaters the
Uoited States ss quota or ncu-quota cannot be overemphasized; proper classifica- -
tion is crucial to prevent circumvention of our Crderly Marketing Agreements.

In 1978, for example, we petitioned Customs to reclassify lasted leather uppers
as finished footwear when it became evident that Taivan and Fores were increas-
ing shipments of these substantislly completed shoes, vhich eatered outside the
quota restrictions. Customs ultimately supported our position, and as a result,
a major loophole in the Orderly Marketing Agreements vas closed. -

We also are in slmost day-to-day coutact with Customs on the issue of American
Selling Price (ASP). When {t became evident that Tsiwan and Kores were
increasing shipments of rubbar/fadric footwear to avoid the quots restrictions,
ve accelerated our afforts with Custons to assess duties based ca American
Selling Price vherever appropriate. The success of our efforts with Customs
1s evident from the fact that in 1979 rubber/fadric imports plummeted sharply
from the disastrous 1978 levels.

Customs also is involved 1d Ebé analystsof dumpiog and subsidy margins necessary
to dstermine proper duties in anti-dumping and countervailing duty cases. Given
the expected increase in the nuaber of dumping cases, and the complexity of
countervailing duty cases under the new Trade Act, Customs' work in this area
can be expected to increase correspondingly, and so must resources for Customs.

The Department of Commerce

The Department of Commerce (DOC) has a major and critical role fa the revitaliza-
tion of the domestic footwear industry. When the Presidest announced his deter-
ainstion to negotiate Orderly Mirketing Agreements in April, 1977, he also
directed the Commerce Department to develop a program to enhance the competitive
position of the domestic industry. To that end, ve have beea working very
closely with DOC officials on & broad variety of programs.

The footwear industry, with DOC assistance, has undertsken a major export promotion
program. Thus far, 72. U.S. companies have exhibited their footwear {n three
major export eveats, consisting of Trade Missions and Trade Shove, throughout
Europe. A fourth export trip is planned for March, 1980 with a complement of

20 additional firms. The success of the joiat DOC/industry effort is apparent
¢rom the increased level of footwear exports in 1979. Last year, a record 9.3
aillion pairs of made-in-USA shoes wers sold abroad, cospared to only 5.5 million
fa 1977, and 6.9 million pairs in 1978. Ia Decemdber, 1979, for the first time,
more than 1 million pairs were exported. In addition, the export trend is
fncreasiog; 1979 exports were 33.5% above 1978, vhich were already 28% above the
1977 mark. .

To a very great expent, the future of the export program will depend on the amount
of funding we ararable to secure from DOC. 1o the hopes that such funding will
be available, we nov are pursuing vith DOC resear<h studles on the Latin Amecica/
Caribbean market. This market ares, which is our largest both in terms of palrs
and dollars, could vepresent another area of potential export expansion,
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Given the incresased recognition of the {mportance of expanding U.S. exports, it
1s only consistent vith government golcy objectives that adequate funding be
made available to DOC to fnsure that it is able to carry out an aggressive
export expansioa program. This is particularly important to help footwear and
other {mport-inmpacted industries coapete in world markets. '

Another area of importance is trade adjustoent assisctance, vhich 13 administered

by DOC's Economic Development administration (EDA). The domestic footwear {ndustry has

cade extensive use of the technical and financial benefits available under this
progras fn its efforts to modernize and revitalfze. As of January 20, 1980,
exactly 2) years after the ocaset of the DOC footuear industry revitalization
prograa, 121 firms had petittoned for certiffcation for trade adjustment
assistance benefits. Ninety-four firns have been certified. During this period,
footwear firms have received a total of nearly $56 aillion in loans and loan
guarantees.

A sajor shortcoming of the Trade Adjustoent Assistance provisions of the Trade
Act of 1974, hovever, is that firms supplying {mport-impacted fndustries are

not eligible to recelve trade adjustment assistance beuefits. Because of the
interdependency of footwear manufacturing firms and their suppliers, the health
of one frequently affects the health of the other. Therefore, our industry long
has supported expansfon of trade adjustoent assistance benefits to supplier flrms,
as provided for {o H.R. 1543. This legislation, which came out of this Committee,
now is awalticg a vote in the Seaate. Adequate funding must te available to EDA
to help our supplier firms, as vell as our manufacturers, trevitalize through TAA
benefits.

our fodustry also has been working very closely with DOC's Office of Sclence and
Tachnology on the establistment ‘of an American Shoe Center. The purpose of the
Ceater is to provide vital sanufacturing and technology expertise to our industry.
We are oow in the final stages of negotiating «with DOC on the establishment of
the Shoe Center, which is expected to opea this year. Adequate monies must be
aade available to DOC to assure chat the required start-up funding is available.

DCC also must be able to salntain fts current level of funding for special data
now befng collected by the Bureau of Census from our fndustry oa key indicagors of
the industry's level of economic activity and health. We understand that nay
elininate funding for these special Census studles. Compared to other government
agencles which compile data on the fadustry, only the 3ureau of Census has
complete caoverage of the industy in its surveys. It 1s, therefore, vital that
Census continue to be given DOC monles to contiaue this monitoring function.

In addition, DOC has been a very strong supporter of the necessity for aa
effective inport relief prograa to provide the footwear tndustry with a breathing
space in vhich to revitalize.

Under the nev Trade act, DOC will have major respoasidility for the administraticn
of counterva{iing duty and anti-dumping cases, previously handled by the Treasury
Department. As discussed earlier, our industry has had extensive involvezent ia
countervailing duty cases. It is essential to the many fadustries that seek

S P i = 0 T - T
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redress froa unfair foreign trade practices that an adequate level of funding
be provided to enable DOC to carry out these new functions in & more timely
and sffective sanner than they wvere handled at Treasury. -

" Finally, the Department of Commerce requires resources to assist all segments

. of the footwear industry -- manufacturers, suppliers and vetallers -- {n the

industry's efforts to provide consumer education on footwear. The industry-

supported Footwear Council, located $n New York City, provides our oaly

{ndustry-vide source of consumer educsticn. In the upcoming year, the Council

~ will work with the Department of Coucmerce to explore the possibility of DOC
assistance to this tmportant effort.

CONCLUSION

The foregoing indicates the extensive tnvolvement of the domestic footwear
tndustry with the U.S. Trade Representative, the U.S. Interunational Trade
Comsission, the U.S. Customs Service, and the Departmeat of Commerce. We work
closely vith these agencies, on & day-to-day basis, on aumerous and sxtremely
critical programs. The prograas adninistered by each of these agencies exert
& considerable influence on the domestic footwear {ndustry, and to a very large
extent, will determine its future. Our industry is only one of many; these
agencies clearly have s major stake o all others favolved in international

trade.

Given the increased recognition of the importance of international trade,
effective public policy dictates thac sufficient levels of fundiagand stafffng
be provided to each of these agencies so that they can carry out most effectively
thefr responsibilities and meet our domestic and international obligations.
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Air Transport Association

American Electronics Association

American Importers Association

American Retail Federation

Chamber of Commerce of the United States

Cigar Association of America
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THE JOINY INDUSTRY GROUP -
U.S. CHAMBER OF COMMERCE
WASHINGTON. D.C.

STATEMENT OF THE JOINT

INDUSTRY GROUP

This statement {s respectfully submitted by the Joint Industry Group on

behalf of the following associations and the businesses they represent:

The Aic Transport Associstion of America, which represents
nearly all scheduled airlines of the United States.

The American Electronics Association, which has over 900 high

technology and electronics companies. Its meabers are amostly
snall to medium in size, vith two-thirds of its members
eaploying lesa than 200 employees.

The American lmporters Association, representing over 1,100
companies, mostly small to medium in size, plus 150 custoas
brokers, Att;rneys and bdanks.

The American Retsil Federation, an uabrella organization en-
compassing thirty national and €ifty state retail associations
that represent more than one million retail estadblishments with
over 13,000,000 enployees.

The Chamber of Commerce of the United States, represeating

89,000 coapanies, 1,293 trade associations, 2,600 state and
local Chaabders of Commerce and 43 American Chambers of Commerce

overseas.

The Cigar Association of America, which includes 95% of all U.S.

cigar sales and asjor cigar todacco leaf dealers.
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The Computer & Business Equipment Manufacturers Association,

including nearly forty membders with 750,000 employees ;nd $45
billion in worldvide revenuss. Meabers range from the smallest
to the largest in the industry. )

The Council of American-Flag Ship Operators, which represents
the interests of the American Liner industry.

The Electronics Industries Association, its 287 membder
companies, which range in size from con; of the very largest
American businesses to msnufacturers in the $25-50 million
annual sales range, have plants in every State in the Union.

The Foreign Trade Association of Southern California, which

represents 450 firms in Southern California in the import-export
trade.

The Imported Hardwood Products Associations, an international

associstion of 250 importers, suppliers and sllied industry
aembers. Meabers handle 75% of all imported hardwood products
and range in size from small private businesses to the largest
in the industry.

The Motor Vehicle Manufacturers Associstion, whose eleven

OO e e ——————

members produce 99% of all U.S.-made motor vehicles.

The National Committee on International Trade Documentation,
which includes many of the major U.S. induntrillnand service
conpanies.

The Scientific Apparstus Makers Association, manufacturers and

distributors of scientific, industrial and medical
instrumentation and related equipment.

The U.S. Council of the International Chamber of Commerce. s

business policy-making organization which represents and serves

the interests of several hundred multi-national corporations

before relevant national snd international authorities.
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Susmary

The Joint Industry Group is supportive of efforts to improve the efficiency of
the United States Government, including cash management projects that achieve
positive net results. Nevertheless, the JIG is deeply concerned that the
proposal to accelerate the collection of Customs duties contained in the 1981
Budget will be counterproductive, creating a net reduction in Federal revenues
rather than the psper increase projected. We also fear that the proposal will
result in a deterioration in performance by U.S. Customs; brokers and
importers have s significent negative impact on the comerce of the United
States and an inflationary impact on the consumer.

We understand that a variety of ways of accomplishing accelerated cash flow
are being contemplated, but specific details of these proposals are not
available. The concepts we have heard expressed do not appear to meet the
needs of the droad diversity of businesses, markets and transactions that
underlie the & 1/2 million importations per year into the United States. The
potentisl for unintended economic damage to the private sector is sufficiently
great that the United States Customs Service should not implement this change
by regulation, but should submit the detailed proposals to the United States
congress for their approval.

Background

To understand the basis for these viewpoints it is necessary to have some
understending of the dbackground of the present system. Until the late 1960's,
it wvas standard procedure for duties to be paid in order to obtain release of
goods from Customs' cuatody (only perishable goods could be-released proaptly
from Custoas custody, with duty payments to be made within the next ten
days). Unfortunately, this "cash on the barrelhead" system could not cope

_ with the increasing flow of goods from abroad that were needed in the United

States market. The-result was serious delays in releasing goods 4t nariae,
sir, and land ports of entry. Seasonal goods missed their amarkets, factories
lost production time for lack of rav waterials, interest costs of financed
importations increased without justification. The delays in releasing goods
from Customs' custody caused profit losses, thereby reducing the taxes on such
profits and also reducing the jobs they both create. The results are believed
by those involved in the problem, to have exacerbated the serious cargo theft
problem that then existed at Kennedy International Alrport and elsewhere by
increasing the smount of uncleared cargo. To resolve these difficulties, U.S.
Customs extended the “immediate delivery" system in place for perishable goods
to the great majority of importatiops into the United States. Under this
system goods are released from Custous' custody on the basis that the required
complete documentation and estimated duties de deposited within 10 days.

While not an especially modern system compared with those in use in other
countries, it has by and large eliminated the problem of backlogged cargo.

The Customs Procedural Refora and Simplification Act of 1978 (Public Law
95-410) confirmed the legislative authority for the current procedure. It
further provided Customs with the flexibility to develop a more modern duty
collection system, particularly to change the collection of duties from a
shipment-by-shipment basis to a periodic "charge account” approsch. At the
time of consideration, the particular concept under most active consideration
vas the so-called Automated Merchandise Processing System ("AMPS"). It was
envisioned that "AMPS" would not only offer cost advantages for importers, but
more {mportantly would reduce the Customs Service's clerical work load and
enable it to enhance the quality of its duty assessment, statistical reporting
and inspection procedures. We believe that the Congress' particular interest
in approving a payment delay longer than 10 days was to enable Customs to
achieve these benefits, which it believed would be of significant value.
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Annlxal;

It appears that the federsl revenue beaefits of the "Three Day Money" proposal
will be significantly less than predicted, if indeed any are actuslly
achieved. This occurs in significant measure because Customs duties are a
tax-deductible business expense. It is uniikely that much Lif any of the
increased reveaue costs can be passed back by importers to their foreign
suppliers; tether, they will in large measurs fncur it as an addicional
business expense. To the extent that importers® profits are lowered, this
will result in diminished federal profits taxes--probably reducing the
forecast revenue increase dy over 35%. (It is likely that importers will try
to pass on the increased costs to their customers consistent with market
economics. To the extent they can do so, the result will be to reduce
consuaer incomes, thereby reducing income tax psyments and increasing transfer
payments., We are unable to estimate this impact, but believe that its effect
on the revenue estimate for the duty acceleration proposal would be at least
as great as if it wvere borne by the importer as & profit-reducing cost.
Therefore, in this statement our calculations will be on the conservative
basis of profits tax losses.)

While the preceeding are important, the Joint Industry Group's fundamental
concern is the impact of the accelerated duty collection proposal on the
resources of the United States Custom Service and upon the flow of the
internationsl commerce of the United States, Based upon experiences prior to
fnitiation of current procedures, and in Canada where & three day payment
period is the norm, the Custom Service would have to process a significant
_ increase in the number of entries vhere a different duty amount is due than is
initially deposited. We understand that at present approximately 70X of all
entries are liquidated with no change in estimated duties; it appears that
this would be reduced to 55% or less with the accelersted collection
procedure. Even if the additional cost wvere only $20.00 additionsl per
changed entry, at the present rate of 4 1/2 million entrier per yesar, the
additional cost to the government on 15% of those entries would de alwost $14
million dollars annually. Additional costs vould slso have to be borne by the
business cosmunity to handle these corrections. Even with a periodic billing
system, the accuracy of the changes have to be determined, documents submitted
to brokers and the Customs Service and payments approved by a variety of
internal systems. It would be s serious error to assume no more is favolved
than simply & bank deposit charge or the cost of typing the check. It is our
best judgenent thst this cost is at least $50.00 per occasion--possidly
significantly higher. It appears that these costs to the private sector would
be in excess of $34,000,000, thereby reducing profits taxes by over
$10,000,000 annually. .
At a time of serious pressures on the Budget, it is unlikely that Customs
personnel would be increased to handle the additional duty collection needs--
crested by this proposal. We are wost concerned that the real result would de
to reduce the quality of work in the duty collection process, with an
sccompanying reduction in the quality of our international trade ststistics,
rather than the required improvement. Another possibility is & diversion of
resources from the inspection of imported merchendise. 1If the latter result
were to occur, ve could face a repetition of the situstion which existed in
the late 1960's; goods decoming backed up at ports of entry, with a corrslary
increases in cargo thefts, lost marketiog opportunities in the United States
and factory shutdowns for lack of raw naterials.
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- 1t is difficult §f not impossible to estimate the total impact of this
proposal on the economy or the federsl revenue. Hovever, additional coste for
the U.S. business commaunity (importers, customs brokers, stevedores,
varehousemen, truckers, msnufacturers, vholesalers, vetaflers, etc.) vill
clearly arise, Even if the fuwpact is as Little as 1/1000th (0.1%), and
assuming that these costs were borne by business and not passed onto the
consumer, federal profit taxes would be reduced by several times the estimated
$10,000,000 average annual interest cost savinge projected in the fiscal 1981
budget. Assuming sn average $150 billion annusl level of total imports, &
1/1000th increase in the cost would amount to $150,000,000. These costs would
reduce profits by a like amountj assuming an average profit tax rate of 35%,
there would be 8 reduction in profits tax collections of over $50,000,000
annually.

In conclusion, we believe that the United States Custoss Service, the Treasury
Department, and the Office of Manageaent Budget should rcconsider this
particular cash management proposal. We respectfully suggest they redirect
their efforts towards suitable sutomation of the duty collection process as
was proposed during consideration of the Custoas Precedursl Reform and
simplification Act of 1978,

The Joint Industry Group sincerely appreciates the opportunity to sudbmit its
views on the subject of the duty collection process and is prepared to provide
all the support it can to the development of a system that will benefit the
cost efficiency of the United States government and the international commerce
of the United States.
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L SULRRL
The Honorable John ¥, Warner WR1 W
United States Senate
Washington, D.C. 20510

Sirs

. My husband is a dedicated and consolentious employee of the
U.S. Customs Service. Since the advent of the Carter Administration
in 1977, we have witnessed a steady deterioration of the Customs
Service under Jimmy Carter's Commissioner of Customs, Robvert E.
Chasen.,

* The first notable change came early with the relaxation and
discontinuance of the Nixon-Ford drug enforcement and interception
prograns, Withdrawal of funds and the ending of undercover operatlons
by the Customs Patrol effectively hamstrung that organiration,

—

A former Custoas official of the Nixon-Ford era stated that
Customs Inspectors were being burdened with clerical work and were
not performing the tasks and duties for which they were intended,
nanely enforcement of Custons laws and regulations.

This deterioration of the enforcement aspect of Customs began
with a concentrated effort by Commissioner Chasen in early 1979.
First was the attempt to remove Customs Inspectors from all oil
inportation duties., This would have left all imported oil statistics
and verifications in the hands of the oil companies. Only a sustained
effort by Congress, unions and consumer groups blunted this attempt.

Commissioner Chasen then continued his assault on Custoas
inspections by distriduting to Congress horrendous stories of Custonms
Inspectors who were paid outlandish sunms for overtime work. He
neglected to state that these sums were pald to a minority of inspectors
(one being, of all places, Atlanta, Georgla) and that in all cases the
axcessive overtime was caused by Customs managerent polioles, notably
Yack of sufficient personnel, Overtime has been effectively used by
Customs management to deny proper grade levels and quality step increases
to deserving Customs Inspectors.

If an inspector was evaluated against other positions in
governaent service, with the knowledge he is required to have of
a myriad of laws and regulations, plus the responsibilities, he
would be graded at the GS-i2 level. Inspectors are exempt from
the provisions of FSIA in that they must act independently in the
decision making process, One of the nost consistent statements of
the U.S. Custons Service is, we enforce over 200 laws for over 40
agencies.

On more than one occasion, personnel of Custonms managnent have
stated that inspectors do not need quality step increases, despite
their qualifications, as they were earning overtime coapensation,
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Due to the lack of sufficient personnel, it has been the policy
of Mr. Chasen to relax and discontinue most inspection and enforce-
msnt activities., Exauination and inspection of containerized cargo,
necessitated by cost and volume, is predicated at one back door
examination per entry., This is all well and good but there no longer
are any follow up 100% inspections conducted at importer's premises
on a random basis, This 100% inspection was a major deterrent of
cargo fraud. .

Inspectors have been assigned clerical duties, many from other
areas, which have effectively taken them away from being physically
present at plers and airports where cargo is being unladen and

, crevmenbers diseabarking.

Now Hr. Chasen is embarking on his drive for "General Supervision,”
His rationale is, if 'you don't do 1t from 8 to 5, why do it any other
time? Of course, not doing it from 8 to 5 was initiated and demanded
by management. For exaaple, one inspector 1s now being required to
observe three large ships unladling cargo while examining merchandise
at a warehouse over one-half mile away. This is the end of enforcement
and the beginning of the end of Custoas ftself, The laws enacted by
Congress have not changed, Just the way Mr. Chasen interprets and
applies thenm.

One of Mr. Chasen's pet projects is the Headquarters Quality
Assurance Survey Team., This team meets, supposedly, with membdbers of
the business comaunity and decides new interpretations of laws and
regulations. One of these decisions, upon receipt of an entry, is
to release all imported aerchandise with the exception of the exan-
ination package, immediately, without a request to do so from the
importer or troker. This change in procedure has no basis in present
regulations. A recent revelation at a Customs training school
disclosed that this was not being uniforrly applied within the
Custoas Service.

As a concerned oitiren, with children, I anm afraid that if
present trends continue, the U.S. Customs Service as the first line
of defense against importations of drugs and other merchandise harmful
to this country will cease to be an effective entity.

1s this a portent of the future? A retwm to the days of the
Collector of Customs, one man generally supervising the importation
of all merchandise for the entire Hampton Roads area. My sincere
hope is that you are aware of these trends and that you will want to

reverse them. Thank you.
Sincerely,

Bida C Ot




