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AUTHORIZATION OF APPROPRIATIONS FOR THE
U.S. INTERNATIONAL TRADE COMMISSION AND
U.S. CUSTOMS SERVICE FOR FISCAL YEAR 1980

MONDAY, APRIL 23, 1979

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,

CoMmiTTEE ON FINANCE,
Woahington, 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, presiding.

Present: Senators Ribicoff, Long, and Dole.
[The press release announcing this hearing follows:]

[Press release from the Committee on Finance,. Apr. 9. 19793

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE SETS HEARING ON AUTHORIZA-
TION OF APPROPRIATIONS FOR THE U.S. INTERNATIONAL TRADE COMMISSION AND
U.S. CUSTOMS SERVICE FOR FISCAL YEAR 1980
Senator Abraham Ribicoff (D., Conn.), Chairman of the Subcommittee on

International Trade of the Senate Committee on Finance announced today that
the Subcommittee will hold a hearing on April 23, 1979, on the authorization of
appropriations for the U.S. International Trade Commission and the U.S. Cus-
toms Service.

The hearing will begin at 10 a.m. in Room 2221 of the Dirksen Senate Office
Building.

Section 330(e) of the Tariff Act of 1930, as amended by the Trade Act of 1974,
requires an annual authorization of appropriations- for the U.S. International
Trade Commission. The Commission, whose proposed appropriations are required
to be included in the budget submitted by the President tox the Congress without
revision, has requested $14.7 million for fiscal year 1980, an increase of about
$1.3 million over the fiscal year 1979 budget. The Commission performs numerous
studies in trade matters for the Congress and the President, and administers
certain unfair trade practice and other statutes relating to the Importation of
articles into the United States.

Section 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 President's budget for the Customs Service in
fiscal year 1980 is $446,857,000, about $4 million more than the fiscal year 1979
budget. The Service collects about $6 billion in customs duties each year and
administers over 800 laws relating to the importation of products into the
United States.

Witnesses who desire to testify at the hearing should submit a written
request to Michael Stern, Staff Director, Committee on Finance, Room 2227
Dirksen Senate Office Building, Washington, D.C. 20510 by no later than the
close of business April 18, 1979. Witnesses will be notified as soon as possible
after this date as to whether and when they are scheduled to appear. If for
some reason the witness Is unable to appear at the time scheduled, he may file
a written statement for the record in lieu of the personal appearance.
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Legislative Reorganization Act.-Senator Iiblcoff stated that the Legislative
Reorganization Act of 1946, as amended, requires.all witnesses appearing before
the Committees of Congress "to file in advance written statement of their
proposed testimony, and to limit their oral presentations to brief summaries of
their argument."

Witnesses scheduled to testify should comply with the following rules:
1. All witnesses must include with their written statements a summary of

the principal points included in the statement.
2. The written statements must be typed on letter-size paper (not legal

size) and at least 100 copies must be delivered to Room 2227 Dirksen Senate
Office Building not later than 5 p.m. oil the day before the witness is sched.
uled 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 5 minutes will be allowed for oral presentation.
Written tetimony.-Senator Ribicoff stated that the Subcommittee would be

pleased to receive written testimony from those persons or organizations who
wish to submit statements for the record. Statements submitted for inclusion in
the record should by typewritten, not more than 25 double-spaced pages in
length and mailed with five (5) copies by May 4, 1970, to Michael Ste-n, Staff
Director, Committee on Finance, Room 2227 Dirksen Senate Office Building,
Washington, D.C. 20510.

Senator Rmicorr. The committeewill be in order.
Today, the Subcommittee on International Trade will hear testi-

mony on fiscal year 1980 authorizations of appropriations for the
U.S.' International Trade Commission and the Customs Service. The
Customs Service is requesting $446.9 million, $4 million more than
fiscal year 1979. The ITC is requesting $14.7 million, $1.3 million
more than last year.

Our first witness will be Joseph Parker, Chairman, International
Trade Commission.

STATEMENT OF HON. JOSEPH 0. PARKER, CHAIRMAN, U.S. IN.
TERNATIONAL TRADE COMMISSION, ACCOMPANIED BY BILL
ALBERGER, VICE CHAIRMAN, AND EDWARD 0. WALLINGTON,
DIRECTOR, FINANCE AND BUDGET

Mr. PARKER. Good morning, Mr. Chairman.
We are certainly pleased to be here and appear before this committee

today in order to discuss with you the fiscal year 1980 budget authoriza-
tion request of the U.S. International Trade Commission. First, I
would like to express, on my behalf and on behalf of the Commission
our appreciation for the committee's continued interest in and sup-
port of the work of our Commission.

I am accompanied this morning by Vice Chairman Bill Alberger
on my right and Mr. Edward Wallington, the Commission's Chief of
Finance and Budget on my left. There are also other members of the
staff present, in the event that there are questions from the committee.

I have a prepared statement, Mr. Chairman, I will be happy to fol-
low your wishes. I can make it a part of the record and then summarize
and highlight it.

Senator Ymcorr. Will you please? Without objection, it will go
into the record as if read. You may summarize the main points you
want to make.

Mr. PARm. Thank you, sir.
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The Commission is requesting an authorization of $14.7 million to
support its operations and a staff of 416 during fiscal year 1980. This
represents an increase of $1,268,000. The dollar increase requested
represents an increase of 9 percent over fiscal year 1979. Over 40 per-
cent of that increase, or $524,000, is automatic resulting from such
thing as compulsory pay increases and inflationary cost increases over
which we have no control. The remaining $744,000 which is an increase
of about 5.5 percent over the fiscal year 1979 authorization, will be
required for program increases. The manpower supported by this
authorization request will provide 21 additional positions for a total
full-time staff less than was authorized in 1976.

In developing our authorization request, we have employed zero
based budgeting procedures. We believe that it is at a minimum level
consistent with our responsibility and anticipated workload. The
authorization requested will permit us to give greater emphasis to
issues relating to exports and access to foreign markets and to the com-
petition of foreign industries with those of the United States.

The. number of investigations which are made by the Commission
under its various authorities continues to increase. They are also more
complex. In fiscal year 1977, the Commission completed 41 investiga-
tions. In fiscal year 1978, we completed 71 investigations, an increase
of over 70 percent. The Commission estimates that this heavy workload
will increase in fiscal year 1980. Because investigations may be initiated
upon petition of interested persons, the Commission has very limited
control over this workload.

The Ways and Means Committee reported its authorization bill on
March 21, 1979. It authorized $14,150,000 for the International Trade
Commission, a reduction of $550,000 from the amount requested. Ap-
proximately $200,000 of that reduction was made not because the funds
were not needed or were not justified but because of a belief that such
funds should be provided in another manner.

Public Law 95-630 directed the Commission to investigate and re-
port to the Congress on the impact of the activities of the Export-Im-
port Bank on industries and employment in the United States. It is
estimated that this activity will require about $200,000.

The Ways and Means Committee, in its bill, reduced our authoriza-
tion request by that amount and included a provision which directs
that "No part of any sum that is appropriated under the authority of
this paragraph may be used by the Commission for the making of
any special study, investigation, or report that is requested by any
agency of the executive branch unless that agency reimburses the Com-
mission for the cost thereof."

Senator Rmicor. Let me ask you, under the law, as it now stands,
will the bank be required to reimburse you for that?

Mr. PARKER. We are not aware of any provision in the law that
would require that.

Senator Rumicon. The budget burden would then be on your Com-
mission, even though this is not something you initiated?

Mr. PARKER. That is correct.
I have attempted to explain it this way, if that provision becomes

law, the Commission will, in effect, be directed to perform certain
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work by law, but the authorizing legislation will prohibit the use of
any funds for performing that work without reimbursement.

Since the Commission would have no way of requiring reimburse-
ment, it would be placed in the position of being in possible violation
of Public Law 95-630, or being in conflict with the prohibitory lan-
guage of the House authorization bill.

Senator Rmicon'. In the event that we went along with the Ways
and Means Committee's thought, where would the cuts be made effec-
tive? How would you administer it? How would you have to admin-
ister it in your Commission?

Mr. PARKER. We really have not made an analysis of that yet. It
would be difficult, because we intend to do a great part of this work
with our present organization and perhaps our present personnel, or
utilize to some extent additional personnel, that we hope will be pro-
vided in the appropriation.

Senator Roicorr. As you know, the Finance Committee has been
consulting with-the administration of the implementation of the muti-
lateral trade negotiations. As a result of these consultations, it seems
likely that your Commission is going to be given a lot of work to
perform.

You are familiar with what is being considered, including an injury
test, several subsidiary injury or impact findings, in the countervailing
and antidumping laws. If these changes are made in the law, how
many additional people, and what amount of funds is it that you esti-
mate that the ITC will need to carry out its new responsibilities?

Mr. PARKER. We have certainly been giving a lot of thought to this
particular question and, as you know, our staff has been privy, with
the consent of the committee to follow these discussions rather closely.
But it frankly is a very difficult thing for us to come up with a very
hard estimate.

Senator RrIBcoF. Did the Ways and Means Committee take this
into account, the new responsibilities under implementing the MTN I

Mr. PARKF.R. I do not think they gave any consideration to that. As
a matter of fact, we indicated to them in our basic request--we do not
have anything in our request with respect to the new responsibilities
that might be imposed upon us as a result of MTN implementing
legislation.

Senator RuiBcor. I think that it might be wise for you and your
staff to consult with the Finance Committee staff as to Vhat the'pro-
spective additional burdens will be, because certainly, if we are going
to give additional burdens to you, we do have the obligation to make
sure that you can carry out the responsibilities that we are placing
on you. There is no sense giving you responsibilities that you cannot
perform.

Mr. PARKER. We will certainly welcome that opportunity, Mr. Chair-
man. We have had some quite broad range estimates developed by our
staff in its consideration of it, and we would wetcome the opportunity
of reviewing these with your staff to make certain that we fully under-
stand what some of these new duties might consist of.

For example, I think at the bare minimum, it would involve prob-
ably about 40 additional people and an additional appropriation of
$1.5' million. In the countervail and the antidumping field, with the
reduced time in many instances to conduct the investigations plus the
additional determinations that have to Ib made, there are three or
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four different kinds of determinations that have to be made in abnost
every proceeding.

We also request that this committee consider authorizing the
$350,000 that was reduced from our budget request by the House; the
1-ouse Committee left it to the discretion of the Commission as to how
that $350,000 cut would be absorbed, but their report indicates that
apparently we failed to make our request clear because a statement in
the House Committee report seems to indicate that they thought that
we were in some way seeking to involve the Commission in export
promotion activities or activities in connection with MTN implemen-
tation. And, of course, as I indicated, we had nothing in our request
for the MTN implementation, and our request certainly does not in-
volve any matter of export promotion. Our request deals solely with
the conduct of activities which are authorized under present provisions
of law.

The $350,000 involves investigations and economic analysis of the
comparative coniipetitiveness of U.S. producers with foreign producers
and equality of market access to foreign markets for U.S. producers.

This is a general area in which this committee has indicated strong
interest. One of the principal threads that runs throughout almost
every activity that the Commission is involved in is this question of
relative competitiveness of the U.S. producers with foreign producers
and what is the impact of imports, or what is the impact of exports.

This is true whether the matter arises" in connection with import
problems or export problems, so you cannot say that they are one or
the other. They are a part of the total.

The maintenance of relevant data and its analysis in connection
with both import and export trade issues we believe is of greater im-
l)ortance than ever before as trade expands and as the world becomes
more interdependent. In the Trade Act of 1974, this committee in par-
ticular pointed out the need for market access and maximizing our-
export opportunities.

As we have done work for this committee, we find a need for better-
data and better analysis in this area. We have in this budget a modest
increase that would account for about 15 people who will be devoted
primarily to better economic analysis in this area.

That completes our statement, Mr. Chairman. If there are any
questions, we will be happy to try to answer them.

Senator RiBICon. Senator Long?
Senator LoNG. If I understand correctly, you are saying that this

budget has nothing extra in it for the new responsibilities that you
are to be assigned. For example, the implementing bill for the MTN
may well. call for a speed up of the decisionmaking process and a
speed up of the investigations process, and if you are going to do it
more rapidly, you will need more people. Also, it may require the
finding of injury in cases where an injury finding was not required
before. That also requires more people, does it not I It requires more
work.

Mr. PARKR. More work, more information, yes, sir. That is correct.
Senator LoNG. Do I understand that you do not have the money in

here to do that, to cover an additional workload ?
Mr. PARKFJR. We do not. Qne of the reasons we do not is that when

we go before the Appropriktions Committee, they tell us we cannot
ask them for anything that has not been authorized by legislation. So
specifically we did not feel we had that authority.

46-270--79 ---- 2
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Senator LoxN. I see. So the Appropriations Committee does not
want to give you any money for something that has not been enacted;
meanwhile, here we are possibly about to enact something to require
more work of you. Yet we will appropriate on the basis of your present
workload and, by the time you get the money, you will have a bigger
workloadI

Mr. PARKER. Yes, sir.
Then I should point out also we did most of the work on this budget

request last fall before you got as far along as you are now in the
consideration of implementing legislation requirements.

Senator LoNG. Thank you.
Senator RmicoFF. Do any one of you gentlemen want to make any

further comment or testimony?
Mr. PARKER. Commissioner Alberger?
Mr. ALBERGEr. Thank you, Mr. Chairman.
I would just like to amplify a little bit on a question of what we

will need once the MTN process is completed. It appears from our
analysis at this point that we will probably have at least twice as many
investigations as we have npw, given the increases in the countervailing
duty area and the additional investigations that would occur in dump-
ing rind 45 day investigations and so forth.

Looking at the level of involvement that we have had in terms of
staff over the last 2 years in, investigations; looking at man-years, that
if we were to keep the same level of participation, we would probably
need 135 more people and $4.5 million more. W e think that is probably
a little bit unrealistic in terms of anything we could request, so we have
been trying to figure out how to scale back and how to do investigations
in a different, yet efficient, manner.

It would also, of course, be a major problem to add 135 more people
.during the course of a year to an agency of 350 or 400 and try to get
them trained properly to handle investigations. That is where we get
to the figure the chairman gave of 40 people and $1.5 million as being
a good way to get going and do the investigations in an efficient manner
at a level that we lope you would believe is totally acceptable.

Senator RiaicorT. I have no further questions. Thank you very much,
geittlmen.

I think that it should be kept in mind that there is a very strong like-
lihood that there will be a Department of Commerce and Trade, or a
Department of International Trade Investment. Where your organi-
zation comes into it, I do not know at the present time. That will have
a bearing on where we are going.

The a~ministration has promised that they will have their proposals
up to me and to the members of this committee sometime after the
recess, so I would anticipate we would be having a look at it sometime in
the next week or so.

Thank you very much, gentlemen.
[The prepared statement of Mr. Parker follows:]

STATEMENT OF JOSEPH 0. PARKER, CHAIRMAN U.S. INTERNATIONAL TRADE
COMMISSION

Mr. Chairman and members of the subcommittee, I am pleased to be here today
and to have this opportunity to discuss with you the fiscal year 1980 budget
authorization request of the United States International Trade Commission. Let
we also express my appreciation for the Committee's continued keen interest in
and support of the work of the International Trade Commission.
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I am accompanied today by Vice Chairman Bill Alberger and Mr. Edward
Wallington, the Commission's Chief of Finance and Budget. Other staff members
are also present.

The Commission is requesting an authorization of $14,700,000 to support its
operations and a staff of 416 during fiscal year 1980. This represents an increase
of $1,268,000. The dollar increase requested represents an increase of 9 percent
over fiscal year 1979. Over 40 percent of that increase, or $524,000, is automatic
resulting from such things as compulsory pay Increases and inflationary cost
Increases over which we have no control. The remaining $744,000, which is an
increase of about 5.5 percent over the fiscal year 1979 authorization, will lie
required for program increases. The manpower supported by this authorization
request will provide 21 additional positions for a total full-time staff less than
was authorized in 1976.

In developing our authorization request, we have employed zero based budget-
ing procedures. We believe that it is at a minimum level consistent with our
responsibilities and anticipated workload. The authorzation requested will per-
mit us to give greater emphasis to issues relating to exports and access to foreign
markets and to the competition of foreign industries with those of the United
States.

The Finance Committee, in its report on the bill which became the Trade Act
of 1974, stated that one of the purposes of the Act was to obtain "fair treatment
and equitable market access for exports of the United States." Section 131(c) of
the Trade Act directed the Commission to provide advice as to the probable
economic effects of modifications of any barrier to international trade on domestic
industries. In commenting on this section, the Committee stated, "The advice
contemplated under this section should include the extent to which market access
would be increased or otherwise affected by modification or elimination of the
trade barrier." The emphasis which the Finance Committee has placed on U.S.
exports and the need for market access requires the Commission to focus beyond
the import side of trade and to maintain an expertise and capability to cope with
issues related to exports as well as imports. This added emphasis is essential
to the development of policies and measures for improving the trade posture of
the United States.

Under the provision of section 163 of the Trade Act, the Commission is directed
to report to the Congress on the operation of the trade agreements program. This
responsibility will have far greater significance in the future than in the past
because of the broad reach of the codes and agreements being negotiated and of
their importance to United States trade. Effective reporting to the Congress will
necessarily require analysis and appraisals of the operation of the various codes
and agreements upon United States trade, exports as well as imports.

The number of investigations which are made by the Commission under its
various authorities continues to increase. They are also more complex. In fiscal
year 1977, the Commission completed 41 investigations. In fiscal year 1978, we
completed 71 investigations, an increase of over 70 percent. The Commission
estimates that this heavy workload will increase in fiscal year 1980. Because
investigations may be initiated upon petition of interested persons, the Commis-
sion has very limited control over this workload. It is necessary for the Com-
mission to maintain a high degree of expertise and a readiness capability to be
able to act expeditiously and within the time Umits established on questions
concerning almost any article involved in international trade.

In arriving at our authorization request, we believe that we have estimated our
needs conservatively. We have made no allowance in our request for any addi-
tional responsibilities which might be imposed under legislation to implement
the new trade agreements.

The Ways and Means Committee reported its authorization bill on March '21,
1979. It authorized $14,150,000 for the International Trade Commission, a re-
duction of $550,000 from the amount requested. Approximately $200,000 of that
reduction was made not because the funds were not needed or were not Justified
but because of a belief that such funds should be provided in another manner.
Public Law 95-630 directed the Commission to investigate and report to the
Congress on the impact of the activities of the Export-Import Bank on industries
and employment in the United States. It is estimated that his activity will require
about $200,000.

The Ways and Means Committee, in its b!ll, reduced our authorization request
by that amount and included a provision which directs that "No part of any sum
that is appropriated under the authority of this paragraph may be used by the
Commission for the making of any special study, Investigation, or report that Is
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-requested by any agency of the executive branch unless that agency reimburses
the Commission for the cost thereof." Thus, if that provision becomes law, the
Commission will, by Public Law 95-30, be directed to perform certain work, but
the authorizing legislation will prohibit the use of any funds for performing that
work without reimbursement. The International Trade Commission would have
no way of requiring reimbursement and It would be placed in a position of being
In possible violation of Public Law 95-030 or be in conflict with the prohibitory
language in the House authorization bill. To avoid this situation, we request
that the Senate Finance Committee authorize the appropriation requested.

In addition to the $200,000 referred to above, the Ways and Means Committee
cut our authorization amount by another $350,000. The House Committee left to
the Commission discretion to make reductions wherever it believes necessary. The
language in the Committee report, however, indicates that we failed to make our:needs and purposes clear to the Committee. This is apparent by the references
In the Committee report concerning the lack of coordination of Commission ac-
tivities with other agencies involved In export promotion and that decisions with
respect to MTN implementation have not been made. The request in Issue has no
tie with export promotion activities which are conducted by other agencies andfor which we have no responsibility or with MTN implementation. None of tile
funds requested by the Commission are for the conduct of activities not author-
ized by existing provisions of law.

One of the increased areas of activity contemplated in our budget request andwhich would be affected by this cut involves increased emphasis on access toforeign markets by U.S. producers and the comparative competitiveness of U.S.
producers with foreign producers. This is one of the areas in which this Commit-
tee has indicated strong interest.

Section 332 of the Tariff Act of 1930, a4 amended, among other things em-powers the Commission to investigate the conditions, causes, and effects relating
to competition of foreign industries with those of the United States. One of theprincipal threads which permeates almost every activity of the Commission in-
volves the relative competitiveness of U.S. producers with foreign competitors.
The economic analysis and relevant data necessary to such evaluations are of
even greater importance now because such Information is essential to determine
whether United States Industries receive equitable treatment and equitable
access to world markets. Increased emphasis in this area is necessary to enable
the Commission to be more responsive to the recognized objectives of the Com-mittee on Finance. The full authorization requested by the Commission Is essen-
tial for this increased emphasis.

Senator RIBICOFF. Mr. Robert Chasen, Commissioner, I.S. ('ts-
toms Service. You may proceed, sir.

STATEMENT OF ROBERT CHASEN, COMMISSIONER, U.S. CUSTOMS
SERVICE, DEPARTMENT OF THE TREASURY

Mr. CIIASEN, I appreciate the opportunity, Mr. Chairntan and meni-
bers of the committee, to be here today to support the fiscal year 1980
authorization request of the U.S. Customs Service. As you indicated,
our request is $446.9 million which represents a 1-percent increae o er
sour fiscal year 1979 leirel.

In keeping with the administration's effort to hol down spending,
this is a lean budget, and includes an overall manpower reductions of
518 positions. Program increases are pegged at $3.4 million, including
$1.7 million for research and development. Approximately 69 percent
of the fiscal year 1980 budget is p) rogr'amed for services which are con-
centrated on the expeditious exaninlng and processing of international
travelers and imported goods. The remaining 31 percent is divided
into categories which include enforcement, legal, and administrative
assistance.

The mission of the U.S. Customs Service has always been to facili-
tate international trade and travel, and enforce the country's complex
trade laws and regulations. The fiscal year 1980 budget continues to
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reflect this basic principle and emphasizes a growing trend toward
moderir, advanced technology. Examples of this emphasis include a
modern, postaudit system which will facilitate the processing of im-
ported goods, new postal and customs mail inspection facilities at.
JFIK Airport and continued implementation of sophisticated elec-
tronic and chemical narcotic-detection systems.

The Customs Service is one of the major revenue-producing and
law enforcement arms of our Government. Customs provides sub-
stantial snms of money for the Government's operation at a very low
cost, in addition to providing essential enforcement support to high-
priority national policies concerning international trade, national
health, safety and security.

During fiscal year 1978, the Customs Service collected a record $7.5
billion in revenues. This figure translates into Customs returning to
the Treasury $18 for each dollar expended. It is estimated that during
fiscal year 1980 this figure will increase to $8.4 billion. Customs also
anticipates that it will process over 4.4 million formal entries of
imported merchandise; process 300 million international passengers;
and clear 85 million land, air and sea carriers.

We fully support the efforts and interests of the administration and
this committee to keep Government, expenditures to a minimum, and
our budget request represents our shared concern for such fiscal con-
straint. We realize that this Will require some hard choices in estab-
lishing our priorities for fiscal year 1980.

I would also like to advise the committee that we are working with
the Treasury Department to determine whether or not we should
amend our request to seek additional resources in the dumping and
countervailing duty area. The proposals being discussed to imple-
ment the MTN agreement will place added requirements on us. To
meet these, and to enhance our current level of performance may
require additional resources, and we intend to keep the committee
informed about this.

This concludes my introductory remarks and I will be happy to
answer any questions. I might say, Mr. Chairman and Senator Long,
I have with me Assistant Commissioner Hann, in charge of our opera-
tions; Ken Wilson, our Budget Director; and Mr. Leonard Lehman,
Assistant Commissioner for Regulations and Rulings.

Senator RIBICOFF. In the preliminary work we have been doing in
this committee with the administration on the implementing legisla-
tion for the MTN, it is very obvious that our antidumping and
countervailing duty laws are going to be completely revised. here
is going to be a much shorter period for investigation under these
provisions.

These new laws that have been passed by Congress will become
effective in fiscal year 1980. Now, how are you going to implement
those under the present budget that you have made?

Again, as I indicated to the ITC, we have got a problem. You must
be realistic.

Have you given any thought at all to what is in the works I
-Mr. CHASEN. Yes, sir. I have given considerable thought to this

matter. I believe in trying to estimate the amount of time I per-
sonally spend. A majority of my time has been spent on antidumping
and some countervailing duty matters.
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After coming to this realization, several key members of my staff
and I made an intensive study and we have worked with Treasury
and have made some serious recommendations. We have made some
serious recommendations as to how this problem can best be han-
dled, and this includes additional staffing and an upgrading in the
quality of staff.

Senator RuiiconF. Again, I think that it would be wise for you to
have some consultation with the Finance Committee staff. My feeling
is that the antidumping and countervailing duty provisions will have
much greater use in the future than they have in the past, and if you
find yourself in a position that you cannot comply with all of these
applications and complaints, then the whole purpose of what we are
doing in the Finance Committee would be frustrated. American indus-
try is going to have to be served, and if suddenly you find you cannot
do the job, we face great problems and legitimate complaint from
American industry.

So, here again, I think that you should be talking to the staff. The
Finance Committee staff is well aware of what we are doing, to try
to find out where you should be going. Chairman Long and myself
want to make sure that what we do pass in Congress will be effective.
There is no sense passing laws and finding they are ineffective.

Mr. CHASEN. Yes, sir. We will be doing that.
Senator Rmricorr. If you would undertake a consultation with the

Finance Committee staff. A major administrative goal in the Cus-
toms Procedure Reform Act last year was to permit consolidated bill-
ing of multiple entries.

The Finance Committee approved this change, which would per-
mit estimated duties to be deposited within 30 days after entry rather
than 10 days, as under previous practice. We were told that this delay
in collection was necessary to conform to modern day business prac-
tices and to increase customs efficiency.

Now, the Office of Management and Budget proposes to require
the duty deposits within 3 days after entry. What is going on? If you
want up to 30 days to increase efficiency, what will a 3-day rule do to
increase efficiency? How much would it cost to implement, and what
do you think of the proposal personally?

Mr. CHASFN. The discussion concerning the 3-day rule originated
with studies made by the GAO and by OMB concerning cash man-
agement. Basically, the reduced period of time is designed to get the
cash to the Government as quickly as possible.

Some of the suggestions for cash management we implemented very
quickly. This one we have delayed implementation because we are
working with OMB and we have discussed it up here on the Hill to
arrive at some balanced period that is satisfactory both to the Govern-
ment and to the business community.

I think that we are going to arrive at some balancAd period probably
a little longer than the 3-day period.

Senator Rmicorr. Last October, the GAO recommended that the
Customs Service reduce a number of its regional offices. The Ways
and Means authorization bill would require elimination of three of
the nine regions 1y the end of fiscal 1981.

First, name me the nine regions that you now have and what three
regions are intended to be eliminated ? I want to know what you gentle-
men think of that provision in the Ways and Means authorization bill.
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What are the nine regions?
Mr. CHASEN. The nine regions are Boston, New York, Baltimore

Miami, New Orleans, Houston, Los Angeles, San Francisco, and
Chicago.

Senator RIBICOFF. Which ones are to be eliminated
Mr. CHAsmN. No recommendation was made as to specific regions to

be eliminated. We did make a study about 2 years ago which recom-
mended that we could operate with six regions. The House Ways and
Means Subcommittee has asked us to be in a configuration of six re-
gions by the end of 1981.

I would say this, that I personally am sympathetic to the concept of
less regions and some time ago there was a discussion of consolidating
part of the INS into the Customs Service. INS has four re 'ions; we
have even considered as little as four regions. But I would like to con-
tinue that study with the objective of possibly operating with le.Is
regions.

Senator RIBICOFF. I can well imagine that Senator Long is going to
be interested as to whether New Orleans is one of the regions that is
going to be eliminated. It is very difficult to come to Congress and say
we are going to cut back on the nine regions. Everyone is going to want
to know which three are going to be out and what impact that will
have on the work being done.

Have you done any preliminary studies as what 3 regions will be
eliminated?

Mr. CHASEN. What was done, different configurations were drawn
out to make six regions. The decision as to what was to be the regional
headquarters was not made, and I recall no discussion which elimi-
nated New Orleans as a regional headquarters, but the decision as to
what would be the regional headquarters was where the problem might
occur, and that was not made.

Senator RIBICOFF. I think we ought to see the configurations and get
an idea. As you list those, I never thouglit about this problem. As I
listened to the naming of the regions, they all seem very large and
basic to the work of your agency. When you consider the tremendous
amount of goods and services and passenger traffic that comes into all
that you have named, I do not know whether it would be more efficient
or less efficient to eliminate some of these regions.

Mr. CHASEN. It is a management problem.-in the 1960's, there were
about 113 primary management areas all reporting to Washington. A
very intense study was made, and 45 districts were created. This was
considered too large a number to report to Washington, and from
that, it was decided that there would be 9 regions supervising the 45
districts.

The questionn comes up, what is the best way to manage 45 districts
and in industry, a good management span of control is between 7 and
10, and I think that probably 6 to 9 regions, somewhere in there, is a
proper management control.

Senator RIBICOFF. I think that you ought to supply the committee
with the present configuration of the nine regions and the configura-
tion of the six regions so that not only Senator Long and myself, but
other members of the committee, who would like to, could'appraise
how this looks.

Mr. CRASEN. Yes; we will do that.
[The information to be furnished follows:]



m

s<

rm

>TI

'-A



SIX REGION CONFIGURATION

N

0

SQ

UmmUmmpom

- MGM



14

Even though this was the initial six Customs region configuration, subsequelit
discussion with the Treasury Department concluded that the Headquarters Cities
of the six regions should be determined later.

Senator RmicOFF. Senator Long?
Senator LoNG. The Secretary of the Treasury wrote an article indi-

cating that he was a veryV busy man and was not able to give some
matters that are not high priority the attention he would like to give
them. He mentioned the Customs Service. Are you aware of the article?

Mr. CHASEN. The one in Fortune Magazine ? Yes, sir.
Senator LoNG. He suggested in there that other countries, the coun-

tries that we are trading with, do not insist on opening the bags of
people going into those nations and he said it is outdated for us to do
it, that we should not do it that way.

What is your reaction to that I
Mr. CHASEN. I am enforcement-oriented and mv own reaction is

that if we were not to make examinations that we do make, that this
country would provide an open conduit for smugglers, and I feel what
the Secretary says has to be tempered-for example, the Department
of Agriculture has to look at animal life coming in, or plant life, be-
cause we have had outbreaks of African swine fever and hoof and
mouth and other diseases that have to be controlled.

Senator LoNG. What the Secretary is talking about, as I understand
it, is not the same thing you are talking about. Ire is talking about not
opening the individual bags. Is that right, ar not?

Mr. CITASEN. I am very familiar with what the Secretary is talking
about. I have discussed it with him. ire thinks that we. should con-
sider something like the European red-green system. When you come
in, if you have nothing to declare, you just walk right through, and
the Customs position is we are trying to establish a system now-we
have it working in many ports--where we put the individual's name
in the computer, where we check the name and if there is a negative
check what we look at is what he is carrying by hand and then we
do not look at the luggage; he can go right through.

That is what I favor, that concept.
Senator Lo-G. Are you doing that now?
Mr. CHASE.N. Yes, sir. It is Customs Accelerated Passenger Inspec-

tion System.
Senator LoNa. Is it in effect now? How long has it been in effect?
Mr. CIIAsEN. In many ports, in five or six ports. How long?
Mr. HANN. We have been experimenting with it for several years.

It has just expanded within the last 2 years, to the major airports-
implementation depends on the remodeling occurring at the airports.
We have problems getting facilities at major airports.

Senator LoNG. I came in at Baltimore awhile back. I had the expe-
rience-I am not complaining about it-I had the experience of wait-
ing for the process of everybody going through. It took about 45
minutes to an hour to get through there. It is enough of a pain to get
your bags off the plane and take care of that part of it. It seems to
me if this accelerated inspection system is worth doing, you ought t0
be at it, not just talking about it. If it is worth doing, it should be done.
--- If you are not going to inspect those bags, then you ought to be able
to get some help, some porters, if you have a bad'back like I do; you
ought to be able to get some help from the time the bag comes off the

-4 a
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airplane to the time it goes into the taxicab. You should be doing that,
if you think that is how it should be done.

Mr. CHASE.. Traditionally the task of getting the passenger's bag
expedited is the airline's job, and they generally andle it. As a matter
of fact, one of the other concepts we have looked at, if you had come
through Dulles, we have what we call Citizens' Bypass, and if you are
a U.S. citizen, you walk directly to the Customs agent or officer who
is there at the belt.

The problem is frequently, passenger airlines do not unload fast
enough for Citizens' Bypass. But the job of getting the bag to your
vehicle, in our opinion, is the job of the airlines, not the Cusioms
Service.

Senator LONG. Now, it is my impression that there is some (lifficlilty
getting somebody to help you with your bags, until you got through
the customs area from the time they get the baggage off the airplane,
you haul those bags around until passed that customs area. Then you
can get sorheone to help you.

Mr. CIIASEN. Most airports, when you arrive, that I am familiar
with, they have these carts there.

Senator Lo.NG. If you are lucky enough to got one of them. There are
never enough; that is my impression.

Mr. CIASEN. They are not customs' carts. They are a part of tihe
facility. If we know where they are not enough carts, we will certainly
use all our pressure to get more carts.

Senator TANG. It seems to me that if you are trying to move to a
system that is more convenient to the citizens, what you ought to do
is to have it so that when they come, somebody can help them with
their bags, if they have a lot of baggage, from the moment the bag
comes off the airplane and is put out there where the people can get
at it, there should be someone available to help from that point to tie
point that they get through to the taxicab or the bus.

If you are not going to open the bag, they ought to g6 right on
through.

How about the people coming into the country? What can be done
abont them ? How long would you make the foreign visitor wait ? The
ordinary traveler coming to visit our country, how long would lie have
to wait to get into here?

Mr. CHASEN. Well, his name is processed through the computer--
Senator LoNG. Processed through the computer. Is that when he gets

here? Is that immediate, or while he is on his way here or after he
arrives? ,

Mr. Ci-As N. It is processed after he arrives. First he goes to the
immigration where his status as a noncitizen is checked. Then he comes
to Customs where he has to make his declaration. The question of
citizenship or noncitizenship is evaluated by the immigration Service,
and the question of whether or not he has duty to pay or is carrying

-cont'raband'is Customs' responsibility.
Part of 'the study on the so-called. Border Management Agency was

to make it more convqnietit fqr passengers by combining that *hich
should be done under one agency.

Senator Lo.N. If the I-ertz people and the Avis people can do it,
know the people who are coming in and have the contract all made
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out with the man's name on it, why cannot the Customs Service do
thatI

Mr. CuASENr. Later on today you will hear from my good friend,
Jim Gorson, who will talk about preclearance. We do that at many
many ports that have been carefully selected. For example, in Montreal
or in the Bahamas you get precleared before you get on the airplane,
and we have people located there and when you get off the plane, you
just walk off and that is done.

Senator LONG. That is when you have an American at the other end,
an American office over there?

Ali. CHASEN. Yes..
Senator LONG. Why can you not work with the airlines so they can

tell you who is coming over on the airplane, and if you are going to
have to do anything about checking, rather than have them wait
around, know it in advance? For example, flight 101 is coming in here;
here is a list of all the people on there. If there is going to be some-
one with regard to whom there is going to be a problem, then sep-
arate all the rest of them out so that that one person has to wait when
he comes in.

Mr. CHASEN. We have considered this very seriously and it is one
of the suggestions we may adopt under certain circumstances, as you
said. If the passport number and the individual's identification is for-
warded to us and we can check it, that may be one way to expedite it.
So as you said earlier, the baggage can be sent right out to the dock.

Senator RmicoFF. If the Senator would yield, Senator Long has
made a very important point. You get on Pan Am, TWA, Air France,
there is 6 or 7 hours from the time you get on that plane until the time
you land in the United States. Can you not get a passenger list and
manifest from the airlines sent down to you from theport of embarka-
tion which gives you a 6 and 7-hour chance to go to the computer, and
not wait until the person lands and goes through immigration to get
it? I think that Senator Long makes a very important point.

Mr. CHASEN. I agree with the point he has made, and we have done
this in the past, and a good many times the manifest is inaccurate as
to names, as to passport numbers, but we are working with the airlines
currently to see if we can get a manifest prior to the arrival of the
aircraft.

Really, what we have done as far as the system is concerned to try
to put in a red-green system, the only difference is our primary in-
spector makes a determination as to who should be inspected or not.

And approximately 80 percent of the people go through without
examination.

Senator LoNG. Up until recently, you always had to open at least
one bag out there and the fellow has to push around trying to find
something inside it. Is that still the case, or not?

Mr. HANN. We have to open the hand-carried luggage as per an
agreement that we have with the Department of Agriculture.

Senator LoNo. My impression was, when I came in, it was hand
carried for one reason; the thibg came off the airplane and there was
not anyway to aet it over to the customs place.

Mr. "HAN. Purses or briefcases.
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Senator LoNo. Are we through, where the regular baggage, the stuff
that weighs 40 pounds, that bag has to be opened any morel Are we
through with that?

Mr. IANN. We are through with that unless there is some reason that
it should be opened.

Senator LoNo. That gets to point No. 2. I can understand why the
information provided now might be inadequate, since it is not used
for a significant purpose when somebody is coming here. But it is
going to be significant when the people get over here if we say that if
the information is accurate, they are going to go right on through
customs. If the information is not accurate, they are going to have to
wait. If that is the case, I would think that we could make it such so
as to see to it that accurate information is provided. For our own
citizens, we would want the social security number and I think that is
all you would need to know to find out if that is an American citizen
or if he has anything associated with him that would mean he could
not be expedited on through. And if you had that, it seems to me that
that is all you would need to know, and they ought to get that to you
before the plane gets here.

Now, I think that at most of these stations, customs people do not
have enough to do. They have some time on their hands before a plane
comes in as often as not-maybe not at Kennedy, but at New Orleans
they would, more often than not. They would sit and have some time
on their hands waiting for a big plane to come in. While he does, he
could check over those lists.

If they need people for it, they ought to provide them. I would think
that we are going to need less people if they do not have to go through
all of this baggage at the desk.

Mr. Hann, could you make some plans to come out 60 days from now
to tell us what you can do about it?

Mr. HANN. Yes, sir. We will look into the advanced manifest from
the airlines.

Senator LoNG. Also. it seems to me if you are not going to open these
bags, you should get that expedited procedure going, and when people
come in, somebody could help them with their bags, they could pick
them up and go on through, except for their briefcases and things of
that sort.

Mr. CIHASEN. I think that I have to say this, too, Senator. The people
for example, in the Miami airport, the citizens, they would like to see
us expedite passengers coming into Miami because it is a tourist city,
but on the other hand, they do n-t want us to do it so fast that we
do not do something about the flood of narcotics that are coming into
that point.

Between 75 percent and 80 percent of the cocaine and heroin that
comes into this eomntrv comes in throui h Miami.

Senator Loxo. That is not in Fomebodv's baa. That is flown in by
airplanes, bringing it in by ships, bringing it in :ll kinds of wavs.

Mr. Cv.xsr. The marihuana is coming in 1v plane, or by ship or
by boat. The cocaine and the heroin, in my judgment. a good percent-
a o of it could be'in those bags that we may let io by too fast.

In all candor. as a father of two teennger,, I have to tell yon that T
am not too anxious-and this is how I personally feel-to let them
come in too freely.
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On the other hand, we have to use common sense and good judgment.
I think that what Vernon Hann was saying about our TECS machine
-and the skill and knowledge of our inspectors, which is considerable--
most of them have been doing it for many years--and they can pick
Out the woman whose dress is too big, who might have something
under it, or the man who might have some cocaine strapped to his
knees. They are real experts.

So we kind of have to, in my opinion, do a certain amount of in-
spection for the good of this country.

Senator LoNG. Well, that is all right, and I am not complaining
about the person who should be searched, and I am assuming that
there are those cases. I am just talking about tle ones that there is
no point in searching. There is very little chance that you are going to
find something there, and there are people who should have expedi-
tious service.

I want to ask about one other thing which has to do with the law.
How many cartons of cigarettes can they bring in here without paying
duty on it?

Mr. CHASE.N. About 250 cigarettes.
Senator LoNG. How many cartons is that?
Mr. CHASEN. About two cartons.
Senator Loxo. If they have been out of the country more tian 2

w~qks, how much liquor can they bring in here?
Mr. CHASE.N. One quart.
;Senator LONG. Just 1 quart?
Mr. CHASSE.N. Yes, sir. That is duty free.
This is determined by the recent law, 95-410 which was just passed,

the amount of liquor or cigarettes, or the amount of the duty level
which is $300 tax free.

Senator Loxo. Two cartons of cigarettes and 1 quart of liquor. It
seems to me that those two cartons of cigarettes are too much, unless
you want to subsidize that type of thing, but it seems to me as though
it might ease the burden if we reduce the amount of cigarettes that
they can bring here tax exempt.

It is such a big savings that people tend to feel that they cannot
afford not to bring it in, andl my reaction is, why do that ? What is
the pointt in it?

You have to administer the law. What is your opinion?
Mr. C[IASFN.-. As a nonsmoker. I would make it as difficult as pos-

sible. but I think it is not within our judgment. This was-as I say,
enacted by statute, and I personally would like to see less cigarettes
coming In, sir.

Senator Lox-o. My thought. is two cartons is too much: one would
be tops. Thank you very much.

Mr. Cmius..My colleagues advise me that it is 200 cigarettes, which
is only one carton.

Senator RTBICOFF. You know, last year this committee asked GAO
to study the whole problem of passenger clearance. They are supposed
to be. working with von. and we are supposed to receive that report lv
September 1. 1979. Ts GAO going to be on time with that? T am as-
suming that you have been working with GAO and I think it is im-
portant some time when that report comes in to have another meeting
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of this committee with you and GAO, Bob, keep that in mind, to see
how you proceed.

Now, I am just wondering, one of the problems, apparently, is the
airlines scheduling, I hat you suddenly find that practically all airlines
coming from certain designated areas come in at about the same time,
so you have all this congestion at one time. Now, I suppose from a com-
petitive standpoint they all want to leave at a certain time and all
arrive at a certain time for the convenience of the passengers, but that
puts a great burden upon the convenience of the passengers when they
get here.

Do you think it is possible to work some scheduling problems out
with all the airlines that come into a certain airfield, or not?

Mr. CTIASEN. My own feeling is that while I know that if the airlines
would change their scheduling practices it would be very helpful to
us, but as a former businesman-and I have initiated kind of regular
meetings with the Air Transport Association-they say they know
their business and they believe that it is essential to their economic
survival to schedule just the way they are scheduling.

We try to work with them. Wre meet with them, and we try to resolve
these problems. We also-this Friday we are have a meeting with the
CAB so that we can anticipate new schedulings so that we can array
our manpower more efficiently. So we are trying -to work on this
problem.

Senator RIBICOFF. But, as Senator Long indicates, and you say they
have the responsibility for the porters' service and not you, and that if
this is how the airlines are going to set their flight schedules, then
they have got the responsibility to supply enough porters to handle
the luggage to expedite putting them on the tables and belts to come
through customs.

Mr. CHASEN. I would say it is more frequently the airport manage-
ment and the airlines that are involved with the porterage.

Senator RIBICOFF. I note from my own personal experience that it
is a pleasure to come into Dulles. Dulles seems to know how to facilitate
passengers coming in and out, and I know many people now who have
to make connections across the country come into Dulles and then
transship from Dulles instead of going to other ports of entry.

Now, is it the way the Dulles Airport is arranged that makes Dulles
an easier place to come in and out of

Mr. CHASEN. Well we do try to use Dulles as a sort of a model, and-
we are also using Philadelphia because it is close by. I have been there
quite a few times myself to watch the flow. But there are some other
airports that-for example, Seattle, which are a pleasure to come into.I The problem areas are primarily Miami, Los Angeles, and New
York. With the exception of New York, particularly with Miami and
Los Angeles, it is what I consider inadequate forward planning by the
local authorities to anticipate the great increased flow of traffic and to
provide adequate facilities that have caused the greatest problems.

Senator RImco'F. Well, I think we look forward with anticipation
to the recommendations of the GAO and yourself as to what ought to
be done, and I hope that this GAO report will find action instead of
just being filed away to gather dust, because this is a concern and we
all received so many complaints from constituents and we see ourselves
how tough it is. I-know it is a very, very difficult job, but the pre-
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clearance concept is a very good one, and I think that ought to be
expanded.

Senator Dole, do you have any questions?
Senator DoL. Thank you.
I have listened with interest to the comments. I would only ask a

couple of brief questions. One is in reference to our work on an MTN
agreement. Will that add, as you understand the agreement, additional
responsibilities to the Customs Service, and will it require additional
funds to carry out those responsibilities?

Mr. CHASEN'. From what we know, it would involve some changes
iri our tariff schedules which we think we can handle within resources
allocated to us, but what we do not know, at this point, is what might
involve additional resources.

The principal area where we-and I mentioned this earlier-where
we do not know for sure is particularly in the countervailing duty
area and possibly some in the antidumping.

Senator DOLE. You are attempting to improve the method by which
you collect antidumping duties?

Mr. CHASEN. Yes, sir.
Senator Doiy,. Was that touched upon in your statement?
Mr. CHASIEN. I indicated that we have just completed a major study

which very shortly we will be discussing with this committee because
we believe a new and speedier approach is needed and we have some
very firm recommendations to make.

Senator DOLE. Did you address specifically the problem of collection
of antidumping duties on TV sets from Japan?

Mr. CIAsEN. No, we do not-in a sense, we do. It is not specifically
addressed, but that case which is over 10 years old, is a classic example
of how not to enforce the antidumping laws.

Senator Doty,. Do you have recommendations in that area?
Mr. CHASEN. Yes, sir. That is a good example of how not to do it,

and we think we have some good ideas on how it should be done.Senator RIBIcoFr. I think that is all, but I think that the next two
witnesses may have critical testimony concerning your organization
and you might want to stay around. We might want to ask you a ques-
tion as a result of their testimony.

Mr. CHASEN. Yes, sir.
Senator LONG. Let me just mention this one thing. Only a small por-

tion of aircraft illegally entering the United States are being inter-
cepted and inspected. Now, that is very important, it seems to me. Is it
'your job to try to catch those airplanes illegally entering the United
States?

Mr. CIHASEN. I came to the Government service from the aerospace
and electronics industry and I was very interested in the problem of
why so many aircraft can illegally enter our air space in spite of all
the surveillance systems that are set up.

We have made-and it is almost completed-we have had made for
us by a consultant at the Stanford Research Institute a threat study.
They have analyzed what kind of planes come in, where they come
from and the data that will be given us. When we receive this study
shortly it will enable us to decide what counter measures are necessary.

The most significant thing that we have done so far is to work out
an agreement with the Air Force to use AWACS, the airborne warn-
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ing and control system, and we actually recently in a test wgre able to
spot a plane coming up from Colombia and to catch it on the ground
with 1,500 pounds of marihuana. We hope that between better radar,
better radar support, and better aircraft and the scientific results
and analysis of this threat study, we think we will be able to do a
better job.

Senator Loxo. I certainly hope that we can stop all this illegal stuff
coming in. It is my impression that that is where most of your mari-
huana and your heroin is coming through, not people sneaking it
through. in their bags, cheating going through Customs, but bringing
it in in airplanes and bringing it in in boats where they are bringing
in large amounts of it at one time.

Mr. CHASEN. Well, the marihuana coines.in by air and boat. One
person can carry $10 million worth of heroin in, sometimes concealed
in body cavities and if we have previous information we will make an
X-ray, with a physician present, make an X-ray or a fluoroscope and
have a physician extricate these.

Many people have died when these concealed caches of heroin ex-
ploded internally.

Senator Loo. Thank you very much.
Senator RinicoiFF. Thank you very much.
Our next witness is Mr. Vincent'Connery and we have allocated 10

minutes for your formal presentation. Your entire statement, Mr. Con-
nery, will be inserted in the record as if read.

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

[r. Co.NN.ERY. Thank you very much, Mr. Chairman.
I am Vincent L. Connery, national president of the National Treas-

urmy Employees Union. NTEU is the exclusive representative of over
115.000 Fed eral workers including ever

ServiceC woldie.evr employee of the U.S. CustomsService -worldwide.
Senator RimcoFr. Is that the number of Customs employees there

are. 115,000?
fr. CONEiiRY. No, sir. We represent, in addition to the U.S. Customs

Service, substantially all the employees of the U.S. Treasury Depart-
ment, including the Internal Revenue Service.

Senator Ruucor F.IHow many Customs employees do you represent?
Mr. CoNN-R,,y. There are some 14,000 Customs employees of which

approximately 11,000 are what they call bargaining unit, nonsuper-
vl:ory employees, represented by our union.

Mr. Chairman, we are here today to express our concern and the
concern of all Customs workers over the rapidly increasing difficulties
encountered by the U.S. Customs Service in carrying out its mission.
The major reason why Customs is facing such problems, in our opinion,
is the severe lack of adequate personnel and funds needed to maintain
the strong enforcement and revenue collecting effort. We have pre-
pared a detailed statement which provides numerous examples of low
this shortage of funds, combined with the policies being proposed by
Customs officials themselves, are hampering the ability of Customs
employees to perform their duties. We ask that this statement be in-
cluded in the record at this time.

Senator Rnncorr. Without objection.
46-270---79-----4
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Mr. CONNERY. We believe that it is unrealistic and unwise for Con-
gress and the administration to expect Customs to fulfill its responsi-
bilities with the limited funds set forth in the fiscal 1980 budget. The
U.S. Customs Service is charged with enforcing over 400 different
laws and regulations for over 40 Federal agencies. Among these are
statutes governing the interdiction of contraband and the collection of
revenue on dutiable goods imported into the United States.

Congress also enforces antidumping laws and statutes governing
quotas on specified imported products.

Despite this, the President's fiscal year 1980 budget proposes only
a $4 million increase for Customs and a reduction in staffing by 409
employees including 254 inspectors. According to a report b the Ways
and Means Committee, however, this funding level trans ates into a
real loss of $34 to $39 million to Customs due to the effects of inflation.

We believe our country can ill afford any curtailment in the critically
important activities of the Customs Service.

For example, as a result of the rapidly expanding use of narcotics
and dangerous drugs in our country over the last two decades, the role
of Customs in interdicting these substances has taken on greatly
expanded significance. This increased responsibility is due to the fact
that virtually all the drugs used in this country originated outside the
United States. Since nearly all passengers and cargo entering the
United States must be cleared by Customs, a strong enforcement capa-
bility depends on the maintenance of a well-trained and adequate staff
inspectional work force.

It is no exaggeration to say that the U.S. Customs Inspector is the
first line defense against the illegal importation of drugs and other
contraband. In light of the epidemic proportions of the drug problem
in this country and the untold suffering it has caused to millions of
Americans, we find it abominable that the administration expresses
such seeming unconcern over this vital link in our defense against
narcotics.

We are also greatly concerned over the policies now being proposed
and, in some cases, implemented by the Commissioner of Customs and
his aides which undercut the traditionally strong enforcement posture
which Customs has sought to maintain over the years.

Under various policy proposals, the Commissioner would introduce
practices wherein incoming passengers do not even have to clear Cus-
tomns unless they declare they have dutiable merchandise, where private
yachts need only report in via telephone to an Inspector, where Cu4-
toms would no longer supervise the gaging of oil and other substances,
and where certain cargo is allowed to enter this country unchecked.
These policies and their effects are outlined in detail in our full
statement.

We are concerned that the net result of the Commissioner's proposals
would be to bring the U.S. Customs Service closer to its counterparts
in Great Britain and other European nations. In these countries, im-
porters and travelers are virtually on an honor system whereby citi-
zens of the country being entered escape inspection entirely if they
declare they have nothing dutiable, and if the Inspector has no reason
to suspect that such is the case.

Given the nature of the U.S. Customs Service and its traditionally
enforcement posture, we believe that this Nation cannot afford to move
in the direction of the European system.
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InI summary, we believe that there is an abundance of evidence which
indicates that Customs is increasingly unable to perform its mission
as a revenue producing and law enforcement agency. Rather than seek-
ing to upgrade the service, this administration is proposing policies
which will move Customs away from its traditional role and toward
the creation of a virtual "honor system." We believe that this is wrong
and is not in the best interest of our country.

If Customs is to maintain its ability to interdict narcotics, enforce
trade and quota laws, and collect revenue, the agency must be granted
sufficient resources to fulfill its mission. We urge the committee to (ti
everything in its power to provide Customs with sufficient funds an[d
increase the number of inspectors in the fiscal year 1980 budget so
that this agency will be able to truly meet its many important
responsibilities.

Senator RiBIcoFF. Thank you, Mr. Connery.
Is it your contention that the problems of entry in the United States

are different than those of entry into the European ports?
Mr. CONNERY. That the problem is different?
Senator RIBIcoFF. The problems are different.
Mr. CONNERY. I am not familiar with the European system.
Senator RIBicoIT. Do you believe the European system would not

work in the United States? Why?
Mr. CONNF RY. I am told that the employees of the Customs Serv-

ices overseas, for example, Great Britain, have recently engaged in
job actions due to the situation caused by this particular system, and
that England is awash in drugs caused by this system. I believe that
the United States is rapidly approaching that situation caused by a
de facto implementation of this system.

Senator RIBICOFF. What do you contend should be done to get a
larger amount of drugs confiscated or exposed than what is being
done presently?

Mr. CONNtRY. There has to be a fundamental recognition on the
part of thepolicymaking authority that this is an important national
goal. Second, in furtherance of that national goal, the Customs Serv-
ice should be staffed so that the people engagedI in the illegal activities
do not know that the single line of blue Customs inspectors is so thin
that it is absolutely gossamer and can be penetrated at will.

For example, Commissioner Chasen's regional Commissioner in
Miami was interviewed publicly on CBS' "60 Minutes" program just
very recently. And Mr. Battard, the Regional Commissioner from
Miami, stated that less than 5 percent of the drugs entering his area
are being interdicted.

He indicated the same thing I am saying, an'd that everybody else
that I know who is familiar with this problem other than tle ad-
ministration is saying, namely, that the Customs Service does not
have anywhere near the personnel that they need to do the basic
job.

It is estimated by many people that Customs would need a 40 to 50
percent increase in the personnel. Trade, containerized cargo, pas-
sengers, everything is increasing at a significant rate. It is anticipated,
according to administration figures, that they expect a 7 to 10 percent
or more increase in passenger travel. In adclition, they expect a con-
siderably greater increase in containerized cargo. Yet they propose
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decreasing by 5 percent the number of inspectors, and wc do not wirder-
stand that at all.

Senator Loxo. May I ask you this? I saw that program you are
talking about. As I recall, what struck me about it was it huge amount
was coming by flying in whole airplane loads. That is not. solnetling
going through CuIstoms; that is not coming into an airport, pas 1ng
through any kind of thing. It is a whole airplane load being landed
somewhere in the interior.

We saw something about a ship out at sea where they vere just
putting bales of marihiana aid stuff oil sialler boats aid bringing
it to shore. That is entirely a different thing from the case where
someone comes in with thebaggage off of a ship, an ordinary pas-
senger on a pleasllre cruise, or someone comes from an airplane.

Was there anything on that program about people bringing drugs
in their baggage on an airplane?

Mr. CONNERY. I do not recall hearing that, at all.
Senator LoNo. 'My impression is if this were a big item they would

have shown something about it. I did not hear anything about it
coming in bags, the baggage of the commercial airline traveler; what
they had shown on that program was people flying in whole airplane
loads.

Mr. CoNNrRY. There was a certain allusion by the regional com-
missioner, Senator, to the fact that, in addition to what you are talk-
ing about, there was a considerable amount coming in by body carrier.

In connection with that, the Customs Service once again estimates
that, for cruise ship inspection, a 15 to 1 ratio between travelers and
inspectors is adequate for enforcement. For airports, the ratio is 20
to 1.

We can clearly show that this is ignored. It. runs as high as 50 to 1
and more at airports in Miami, New York, Los Angeles and others.
There have been numerous occasions, I have been told, where older
people have just literally passed out on the floor while waiting in
these hot lines. Sometimes, Customs officials clear everybody out, just
waves them right on through. They do this frequently, I am told,
when these lines back up because they do not have the personnel. Yet,
Customs does not ask for the personnel; they never ask anybody for
any personnel year after year. They come up to the Hill anil say they
have to enforce 400 laws for 40 different agencies, but they never ask
for any additional help.

I have been here in this town for a few years representing our union
and I cannot recall the last time a U.S. Customs Service Commissioner
ever testified and asked for more people.

Senator LONG. Let me ask you, how would you do it? If you were
handling this at the point of entry, say Miami, a hot port, a lot of
things coming through. How many of those bags-say the average
person comes in with three bags-iow many bags would you check?

Lets assume you have 10,000 people coming through. Ho0w many of
those people do you think should have every bag checked carefully to
see if you can find something?

Mr: CONNERY. I am a poor person to ask that because I do not hav'e
any direct experience in the Customs effort. I am an internal revenue
agent myself. That is where I spent my career.
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I know that as the Commissioner previously indicate(], these Cus-
toms inspectors are very impressively trained and capable of seeing
what they call in police circles "clonky" situations, things that should
be investigated, things that should be looked at a second time.

I would think, offhand, that a much lesser sample than one olut of
three would be necessary. Based on a theory of sampling as used, ill,
say, accounting, one out of three would be a heavy search.

Senator LoNG. One out of three would be more than I would be
searching, if I were him.Mr. CoMNF.RY. I do not think that the would possibly (o what you
mention in Miami. The thing would back up and explode if they were
trying to do that much. They just could not handle it.

Actually, their own records show that enforcement is deteriorating.
They are down almost 25 percent from last year in seizures, such as
the heroin and cocaine body carriers and so forth. They are (town over
25 percent because this staff is being ignored.

Senator LoN.o. The thought that occur's to me is that if, lets say, only
5 percent, of it is coming through that way and 95 percent of it is
coming via a whole air pane load at a time, there is not that much
potential in slowing it sown by increasing the searches of bags.

Mr. CoNtNRY. They do not have the capability of catching it in any
direction because, for example, I am told that their aircraft ale
grounded because they do not have the parts and they (o not have the
upkeep necessary to keep them flying. Also, down in'the border areas,
Texas, Arizona and so forth, the Customs pat rol officers were grounded
in their cars because of a lack of fuel, money to operate the cars.

The system is coming apart at the seams, and this is creating a tre-
mendous morale problem with the work force. I heard the (Iuestion
raised about the consideration Customs regions and reorganization aid
so forth. Well, I was terribly surprised that the Customs Service did
not know, in answer to Senator Ribicoff's question, which regions were
under consideration. We have been told of the nine Customs regions,
three had been recommended for elimination, and those three are
Baltimore, New Orleans, and Los Angeles, that is Customs region
three, Customs region five and Customs region seven.

We do not interject into questions of management or where a re-
gional commissioner is located, but the fact is that it is very distressing
that neither the administration or the Customs Service seems to )e
concerned. I was heartened by Commissioner Chasen's statement that
he was an enforcement-oriented person, but this is very little to inli-
cate that anybody else over there is, particularly in the administration.

This counfry is just awash in drugs and it is very evident where it is
coming in. Nothing, absolutely not)inlg, is being lone about it.

They talked until they turned blue in the face about all kinds of
studies they are always making, and all kinds of electronic soluttiolls
that they are up to, but none of these things ever come to pass.

What we would like to know is what is hiapj)eilin now that these
lues are backing up, and we are coming into another big tourist
season and so forth. They are not adding anybody. In fact, they are
subtracting people.

So the situation can only get worse.
Senator LoNG. Thank you.
[The prepared statement of Mr. Connery follows:]
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STATEMENT OF VINCENT L. CONNERY, NATIONAL PRESIDENT, NATIONAL TREASOWRY
EMPLOYEES UNION

I am Vincent L. Connery, National President of the National Treasury Em-
ployees Union. NTEU is the exclusive representative of over 115,000 Federal
workers, including every employee in the U.S. Customs Service worldwide.

Mr. Chairman, we are here today to express our concern and the concern of all
Customs employees over the rapidly increasing difficulties encountered by that
agency in carrying out its mission. The major reason why Customs is facing stch
problems Is the severe lack of adequate personnel and funds needed to maintain
a strong enforcement effort.

Iii its report on the fiscal year 1980 appropriations for Customs, the louse
Conimittee on Ways and Means recognized the seriousness of the current staffing
shortages. The Committee noted that Customs will inspect fully only about 1
percent of all containerized shipments, despite the findings of the General Ac-
counting Office that increased inspection would result in significant increases in
revenues.

The report also recognized that Customs is presently able to intercept and
inspect only a small proportion of the aircraft illegally entering the U.S.. many
of which carry narcotics and other contraband. Most Importantly, the Ways and
Means Committee reiterated the fact that Customs activities bring in revenue at
a minimum of 5 to 7 times their cost. In past years when Customs was able to
maintain a stronger enforcement and revenue-collecting capability, the figure was
as high as 16 dollars of revenue obtained for each dollar of appropriations.

Despite these factors, the Ways and Means Coinnittee did not recommend any
increase over the President's fiscal year 1980 budget request for C'ustoms. This
means that the agency will receive a mere $4 million Increase in the fiscal year
1979 appropriations which, due to inflation. will result in a "real" reductions in
funds of between $34 and $39 million. In addition, Custotns staff will be reduced by
409 employees, including 254 Inspectors.

We believe it is unrealistic and unwise for Congress and the President to ex-
pect Customs to maintain an adequate enforcement an(d revenue-collecting effort
with the limited funds proposed in the budget for fiscal year 19W0. Given the ex-
treme importance of Customs as an enforcement and revenue-producing agency,
we believe that the appropriation of more monies is absolutely vital if the Service
is to fulfill its mission.

The U.S. Customs Service is vested with the responsibility for enforcing over
400 different laws and regulations for 40 Federal agencies. Among tile mnimerous
statutes which Customs enforces are those governing tile interdiction of contra-
band and the collection of revenue on dutiable goods imported into tile lI'ited
States. Customs also enforces antidumping laws and statutes governing illotlis on
specified imported products.

As a result of the rapidly increasing use of narcotics ani(] dangerous d'tis in
our country over the last two decades, the role of Customs in interdicting these
substances has taken on greatly expanded significance. This increased responsi-
bility Is due to the fact that most of the drugs used in this country origilnate
outside the United States.

Traditionally, the U.S. Customs Service has consistently strived to maintain
the strongest enforcement effort possible In the performance of its mission. .ince
virtually all passengers and cargo must be cleared through a Customs Inspector,
a strong enforcement and revenue-collecting capability depends upon the main-
tenance of a well trained and adequately staffed inspectional work force. It is
no exaggeration to say that the U.S. Customs Inspector is tile fist line defense
against the illegal importation of drugs and other contraband.

We are greatly concerned, however, that the traditionally strong enforcement
posture of the U.S. Customs Service is being steadily eroded by the inadequate
budget requests of the present Administration. In addition, this dilution in en-
forcement has manifested itself in new policy directives and attitudes of top
officials of the U.S. Customs Service.

On repeated occasions, Commissioner Robert E. Chasen and his top aides have,
privately and publicly, made statements which Imply that they would rather
forego small drug seizures on the collection of some revenue than reeleve a
letter of complaint from a traveler. These assertions indicate the Commis-
sioner's apparent belief that the expedited clearance of passengers and cargo
is more important than interdiction of narcotics and other contraband.

The clear Implication-and we believe the clear intent---of these policies and
statements by Customs officials is to pattern the Service after its counterparts in
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Great Britain and other European nations. In those countries, reliance is placed
almost completely on an 'honor system" in which arriving travelers who are
citizens of the country being entered escape customs inspection entirely if they
declare they have no dutiable items and if the customs official has no reason to
suspect that a search is necessary.

In a recent article in the London Daily Telegraph, however, British inspectors
at Heathrow International Airport stated their belief that the English system
was facilitating the importation of drugs worth millions of pounds. Given the
nature of the drug problem in the U.S., we believe that our country can ill afford
to adopt this system.

Even under the present conditions, this erosion in the enforcement of drug
laws is already well under way. In the last five years, the workload of the Cus-
tomns Service has increased an average of 7 percent each year. The number of
international travelers in January 1979 alone was 15 percent above the level
in January 1978. With airline deregulation and Increased commerce between the
United States and other nations, there Is no reason to believe the present level
of travel will decrease in the near future.

Despite this rise in travel and workload, the Customs Service has failed to
correspondingly increase its inspectional work force. Customs headquarters has
set a passenger-to-Inspector ratio of 15 to 1 as the mo.st effective for processing
cruise ship passengers while maintaining an adequate enforcement effort. For
airline passengers, the ratio is 20 to 1.

A look at the passenger-to-Inspector ratio at several major airports and
seaports shows that Customs is staffed far below its own standards. At John F.
Kennedy International Airport in New York, through which as many as 25,000
international travelers may pass in a single day, the ratio is as high as 50 to 1;
at Miami, N hich has processed as many as 10,000 passengers a day, the ratio
is 40 to 1 normally, but rises significantly during peak periods. In the Los Angeles
International Airport, the ratio is 40 to 1, but this figure does not include those
passengers who can be kept waiting for as long as two hours on their planes
because of the limited size of the Customs facility at the airport. At the Miami
Seaport, the nation's busiest cruise ship port, the ratio Is also 40 to 1.

Given these disproportionate figures, it is not surprising that enforcement is
suffering. During the first full year of Commissioner Chasen's tenure, despite
the rise in international travel, Customs made only 179 heroin seizures valued
at $86,823,141. In the previous year, 245 heroin seizures were made at an esti-
mated value of $124,705,072. All in all, the total number of seizures during the
same period fell from 24,005 to 21,738. These figures represent only the tip of
the drug iceberg. In fact, Robert Battard, Regional Commissioner of the Customs
region which includes the Southeast portion of the United States, admitted on a
recent edition of the CBS news program "60 Minutes" that he believes only 5 or
6 percent of the drugs entering this country are actually seized.

Il the face of this deteriorating enforcement effort, the Administration's pro-
posed budget will further weaken the U.S. Customs service. The elimination of
254 Inspectors represents a reduction of slightly over 5 percent of the total in-
spectional force. As the Ways and Means Committee noted In its report, "The
result (of these cutbacks] is that the Customs Service. which is faced with an
increasing workload, will be stretched thin in the coming months." This will only
further diminish the effectiveness of Customs' efforts to interdict narcotics and
fulfill its revenue-collecting functions.

Besides these significant reductions In personnel, the Commissioner and his
aides have also mandated a number of policy changes In airports and seaports
which will reduce the effectiveness of Customs as an enforcement and revenue-
collecting agency. For example, the Miami Seaport, which receives numerous
travelers from the Caribbean and South America, is one of the key entry points
for drug smugglers. Yet, the agency recently instituted at this port a modified
Vessel Passenger Accelerated Clearance System (VPACS) which closely resem-
bles the British system.

Under the VPACS system, passengers entering the country on cruise ships
would be required to report to Customs only if they have merchandise in excess
of their Customs allowances, agricultural products, or boarded the vessel at other
than the port of Miami. All other passengers would be routed en masse through
the inspection area, where they would be observed only by a few Inspectors mill-
ing throughout the crowd. These Inspectors would be responsible for detaining
anyone they deemed suspicious.

Under this system, however, individual inspections would be eliminated, and
with them the Inspector's ability to deal individually with each passenger and
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to ask those questions and make those observations which lead to the Interdic-
tion of narcotics and other contraband

Another more drastic step toward the creation of an honors system is the
recently proposed Manual Transmittal on yacht boardings At present, every
yacht arriving from a foreign destination is subject to a physical boarding by
an Inspector. In Region IV, it is now being proposed that a telephone reporting
system be substituted for the physical boarding.

Under this procedure, pleasure boats and yachts would dock at a marina and
call a toll free number to report their arrival. An Inspector stationed at the
Miami International Airport would handle all calls and ask certain questions.
Based on these questions, the Inspector would determine, sight unseen, if a physi-
cal boarding were necessary.

Obviously, the intent of the Manual Transmittal is to eliminate the need for a
physical boarding. The potential for abuse under this system is enormous and the
incentive provided to smugglers is considerable. If a smuggler entered U.S. waters
with a yacht full of cocaine, he or she could escape even routine inspection by
lying over the telephone and without personal contact the Inspector would have
no way of detecting the truth. This new procedure could result in a dramatic
increase in drugs entering this country, as well as a substantial loss of revenue.

Similar procedures have also been implemented for cargo inspection. It
should be remembered that while passenger clearance accounts for a large
number of drug seizures, many of the most sizable and significant Interdictions
are made during the examination of cargo. One of the most potentially harmful
changes in policy adopted by Commissioner Chasen is the Accelerated Cargo
Clearance and Entry Processing Test (ACCEPT) program.

Under the ACCEPT program, selected importers with "good" compliance
records are allowed to enter certain shipments without benefit of examination.
This experiment has already been implemented in the Buffalo, Houston and
Philadelphia Districts and is being proposed in Miami.

We view the ACCEPT program as another step closer to the "honor system"
of customs clearance. Even though the selected importer may have a good past
record, successful law enforcement cannot be predicated on assumptions that
compliance will continue at a high level. In addition. if only a few of the future
companies certified for the ACCEPT clearance program prove to be dishonest, the
loss of revenue and the potential for importing drugs and other contraband will
be great. In Buffalo, for example, Customs estimates that 25 to 30 percent of the
importation at the designated entry points will be exempt from the examination.
We believe that this percentage of cargo to be waved through is unacceptably
high and will seriously affect enforcement.

In announcing the ACCEPT program, Customs management emphasized that
enforcement responsibilities have not been decreased. This, however, Is wishful
thinking on their part. Under ACCEPT, Inspectors will be instructed to clear
certain cargo with no check whatsoever, yet they will be held responsible if any
contraband is not intercepted. In Buffalo, the names of the selected importers
have become common knowledge and there is nothing to prevent a dishonest
importer from placing contraband in the shipments of the honest importer. Com-
mon sense dictates that increased smuggling under this program is virtually
guaranteed.

Procedures to limit the inspection of cargo could be especially damaging given
the sheer volume of cargo processed by Customs. According to official statistics,
Customs processed cargo valued at $175.8 billion in 1978 or more than 10 times
the volume cleared in 1958. But while Customs' responsibilities have increased
tremendously in this area, its resources and staffing have not. As a result, the
opportunities for smuggling drugs and other contraband into the country have
ris en (trlinatlcally.

Much of the cargo arriving in the U.S. today is containerized. Due to per-
sonnel shortages, however, Inspectors in many cases can only give cursory ex-
anihiation to containers. If, for example, 10 containers arrive, all supposedly
filled with textile products, the Inspector is usually forced by time constraints
to examine only one in a very cursory fashion. If that one container checks out,
the entire shipment Is cleared even if the rest of the containers are are filled with
heroin or other contraband. One Inspector in Miami reports that the workload
t here is so heavy that management has at times ordered that cargo be prcwes.ed
stdelv on the basis of the manifest declaration with no visual inspection
whatsoever.

)espite these problems, Commissioner Chosen has not made any significant
attempt to Increase the inspectional work force. Rather, through various policy



directives, he is seeking to introduce procedures which lie claims are designed
to "increase efficiency" but which will, in reality, further weaken enforcement
and revenue collection. One of these proposed policies deals with a syster) knowing
as "general supervision."

Currently, on overtime assignments, one Inspector will lie a."igned to each
plane or ship arriving or unloading cargo. This allows the Inspector to examine
crew members, witness the unloading of the merchandise, and inspect goods for
immediate clearance with a greater degree of thoroughness. Under "general
supervision," however, an Inspector could be responsible for clearing three or
more vessels simultaneously.

In internal documents, setting forth the rationale behind "general supervision,"
Customs officials have argued vaguely that th(. 11oli3y i. meant tO . IiinyP--
primarily overtime costs-by eliminating those situations where ".. . In some
locations we will have three Inspectors supervising unloading at three different
ships tied stern to stern." This argument flies in the face of reality. First of all,
these overtime costs are not paid by the U.S. government, but are reimbursable.
In Newark, for example, 89 percent of overtime costs were paid by the carriers.

In addition, because of safety reasons and ease of unloading, ships are rarely
tied stern to stern, but rather are docked as far apart as space permits. At some
of the larger ports, there are piers, each a mile or so long. If two or three ships
are docked separately, the distance between them is considerable. For example,
Dodge Island. the cruise ship terminal in the port of Miami, and one of the
busiest in the nation, can handle 50 ships at peak periods. However, in most cases,
it is not uncommon to have a distance of a mile separating individual ships
during unloading. To expect Inspectors to maintain any effective degree of ell-
forcenient under a system of "general supervision" is absurd.

Not only will the Inspector be unable to perform his/her Job under this system,
but the possibilities for bringing drugs and other contraband into this country
and the loss of revenue are endless. While an Inspector is supervising the unload-
ing of one aircraft or ship, containers from another could be opened and contra-
band could be removed or the entire container could be driven away Into the night.

In addition, it would be a simple matter for the crew members of a ship, for
example, to pass along contraband to an accomplice while they are waiting for
an Inspector to finish examining the personnel of another vessel. What is now
a steady flow of illegal drugs and merchandise into this country could well become
a tidal wave under a system of "general supervision."

Customs Inspectors charged with the responsibility for witnessing the unload-
ing of cargo also perform another important function-gathering the data needed
to determine the amount of goods entering this country under "import quotas."
With "general supervision," however, there will be no effective check whatsoever
on the inflow of "quota" goods.

Without an Inspector to watch the unloading of textiles, shoes, steel, or sugar,
the only recordations will be those of the carrier or importer, parties who could

'have an inherent conflict of interest in reporting accurate figures. Since no one
would be present to protect the public interest during this process, the elimina-
tion of Customs Inspectors would have an adverse impact on a large segment of
the American economy and labor force.

The Commissioner is also proposing changes in policy which will hinder effec-
tive enforcement at the nation's airports as well. As we have explained, passenger-
to-Inspector ratios as defined by the Customs Service are already well above the
standard needed for prompt processing and efficient enforcement of the law. The
negative impact on the public has been tremendous.

For example, according to the Deputy Director for the Miami International
Airport, Brian A. Richardson, "Even if we were able to staff our counters fully
at the rate of 30 passengers to one Inspector an hour-standard processing time
per passenger is two minutes once he reaches an Inspector-our maximum ca-
pacity is 720 passengers an hour at the Miami facility. But we frequently get
1.300 and 1,400 passengers an hour. What this means is that we have to make
the passengers wait longer or speed up our process to move the passengers faster.

Ve always opt for the latter or else the complaints would be so bad there would
be a Congressional investigation."

Furthermore, Richardson admitted, sometimes the jams present such health
problems to fatigued travelers that inspections have been suspended entirely to
unclog the airport. On one occasion, an elderly woman had a heart attack while
In the Customs area and the press of passengers wvas on great it took five minutes
merely to clear a path to reach her.

40 270- 7 -5
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Il light of tils growing problem. it is not surprising that enforcement Is on
tile decline. At JFK International Airport, management has Implemented pro-
cedures to hasten tile clearance of passengers without regard to enforcement or
revenue collection. Under these policies, passengers are literally flagged through
with little or no inspection. Inspectors trying to conduct any kind of thorough
examination have been berated by management. As an Inspector put it, "Expedite
is the key word."

This attitude by management extends to the processing of cargo as well. At
JFK. the workload, lack of staff and pressure trom managers have prev'iited
Inspectors from supervising the breakdown of cargo arriving In containers. As
a result. cargo is being cleared on the basis of manifests which are never verified
for accuracy by Inspectors.

I'nder these circumstances, as one Inspector said, "There is tremendous poten-
tial for fraud and smuggling of narcotics because everyone in the container
station business knows that the Inspector is kept too busy releasing the freight
the station operators want hin to see, to examine the freight they don't want
him to see." At .FK and in other airports, operators are even permitted by
('istomns management to transfer and break down freight without Customs
su pervilsion.

These measures decrease the abtility of tile Customs In spector to successfully
interdict the flow of dangerous drugs at a time when the evidence is mounting
that oligoing significant drug traffic is a fMt of life at major airports. Even with
the present stall shortages il Miami, customs s in the iontli of January alone
arrested 1:17 tra vehrs carrying cocaine, (02 with marijuana and 37 with hashish.
These drug arrests according to U.S. Customs officials were only for po ssssion of
signiticalit qimanitities of illegal substances and do not include individuals momen-
tarily detailed hut not charged with possession of small amounts of marijuana.
If, as lRegialI ('comissioner Battard maintains, tiese seizures represent only 5
percent of all iarcotics entering this country, to decrease enforcement efforts
iirovids enemorageniemt to smugglers and constitutes nil abrogation of Customs'
respomisldlity under the laws to interdict narcotics.

('ustoms (IfM ils have claimed that inany of their policy changes will not harm
eiiloruement because they intend to ('(c% with the reduced number of Inspectors
in two ways. The first is by using ('ustomls Patrol Officers to supplement tile
insipectional work-force and second, by reimoviig the Inspectors from day-to-day
supervision of tihe gatuging of l)etrolemn aii(l other liquefied pro(lucts. These
"st ll gap" sold ions, however, will not be effective.

('ustois Patrol Ollicers (('P0's) perform duties quite different from Inspec-
tors. 'heir primary function is to conduct surveillance and Interception pro-
(edures along U.S. borders at non-entry points. CO's do not receive the same
trailing as Inspectors, nor are they required to enforce the same number and
variety of statutes. Im ad(ldition, since there is a hiring freeze now in effect for
'P() sitionls, it is highly unrealistic to expect these employees to be able to fill

the, void left by the decrease in Inspectors.
Perhaps tie most irresponsible procedure proposed by the Commissioner is

that which would virtually eliminate the presence of a Custon's Inspector during
the gauiging (of imported petroleum 1n( other liquefied products. Solely on the
pretext (of reducing overtime costs, the ("anmitsioner is :zeeiing to iniplement a
ldicy which woull have an advers effect on the lives of ainist Americans despite

the results ,of a recent internal report prepared by Customs, which cited the
necessity of maintaining the gauging function of Inspectors.

I'nder the present system, the Customs Inspector supervises the gauging of
oil and other liquefied products sulh as raw sugar as they are unloaded from
ships into storage tanks. lit tills manner, the Inspector can certify the amount
of oil and sugar entering our country and assess the proper duties.

Under the proposed new ilolicv, however, the Inspector will no longer be
present to gauge these products. Instead, the ganging function will be per-
formed by licensed public gauging firis who are under contract to the oil or
sugar companies and there will be no Federal officer present to confirm their
cahtulations. The Customs Inspector will tie forced to simply rely upon tile public
gau1lgers' determinations in assessing the duties on oil and sugar.

Once again, the possibilities of fraud are great and the loss of revenue to tih
Federal government could be substantial. In effect, the proposed policy gives
the oil and sugar coulmnies the ability to plice themselves with every incentive
to shave their reports so that it appears that less oil and sugar are entering our
m oam iry than are actually being imilmirtel. In tile case of sugar, which Is under
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all import quota, the elimination of the Inspector's gauging function could have
a severe adverse impact on the domestic sugar beet Industry. '

The reliance upon public gaugers to provide accurate information is not only
unwise but irresponsible for several reasons. First, though gauging firms are
licensed by Customs headquarters, the license Is granted to the companies, not
to specific gaugers. Many of the Individuals hired by these companies to work
as gaugers receive only the ininmum wage, and have minimal education. These
workers are commonly regarded as being lit the "lower end of the labor market."
To rely upon them. instead of trained Federal officers, to perform such an
important function as ganlging is absurd.

Secondly. the sheer volume of imported oil makes it a major source of Cus-
toms revenue. In the port of Chester, Pennsylvania alone, which i one of the
major oil Importing ports in the country, Customs collected a total of $23,954,122
in revenue over a recent twelve-month period. During that time, the cost of
inspectional overtime was only $79,322, virtually all of which was reimbursed to

the Eiovernnient. Clearly, it makes no sense to threaten the collection of millions
of dollars of revenue merely to save the carriers a few thousand dollars.

Finally, just this week the OPEC nations amnmunced yet another driistic
increase in the price of crude oil. At a time when our nation is striving to
develop a rational energy policy which reduces our dependence on foreign oil, it
Is absolutely incredible that the Federal agency charged with monitoring the
inportatioi of oil should be reducing its enforcement efforts in this critically
important area.

In addition to significlantly reducing the enforcement capability of Customs,
the Commissioner is now seeking to reduce the overtime worked l)y Inspectors.
To suilport his position the Connnissloner and other agency officials often refer to
Inspectors sulh as tlose ill Atiantii and Minneapolis who earned approximately
$2),100 dollars a year in overtime. These arguments Ignore the fact that less than
.5 percent of the total inspectional work force earned amounts of overtime as great
us the Comissioner has indicated.

The basic rate of coml)ensation for overtime worked by a Customs Inspector
is double time as set forth in the Tariff Act of 1911. This rate is comparable to
the rate received by many employees in the shipping industry, and is less than
the overine rates paid under iany private sector collective bargaining agree-
ments. For example, many lon gshoremen are protected by contracts which pay
theimn doubhe time for a guaranteed 4-hour overtime shift. Cargo checkers receive
tuite and a half pay, but are guaranteed a minimum 8-hour shift.

Those who argue against the 1911 overtime rates also fail to take Into con-
sideration the number of hours an Inspector must work to earn this "handsome"
(uiilpensaliou. lit Atlalta and MInneapoli.s, Inspectors may work 100 hours a
week and as many uis 35 straight days. H[lours such as these not only cause a
severe disruption in aik Inspector's personal life lut have also resulted in many
developing coronary disorders and hypertension. But, most important, current
lack of staffing when ,'mnbined with the increase In passengers and cargo and
lthe proposed re(huthi, im overtime will evei further ercde the enforemneiit and
revenute-c(lle(,ting ca pabdlities of the Customs Service.

In summary. we believe that there is an alumndanlce of evidence which indicates
that Customes is increasingly unable to Isrforma its mission as a revenue protluc-
ing a(1 law enforcement agency. Rather than seeking to upgrade the Service,
this Administration is proposing policies which will move Customs away from
its tradill bunal role mi1d tovxard the creation of a virtual "honor system." We
believe that this is wrong and is not in the chest interest of our .mntry.

if Customs i, to maintain its ability to interdict narcotics, enforce trade and
quota laws, and collect revenue, the agency must be granted sufficient resources
to fulfill its mission. We urge the Committee to do everything in its lower to
provide Customs with additional funds and increase the number of Inspectors
lit the 1tsu.al year lX0 huduet sip that this agency wIll lie aile to truly mieet its
many ilmrtant responsibilities,

Senator Rmnwrr. I wonder if either 3r. Gorson or Mr. Chasen
would want to comment on how you can interdict more effectively the
dru-s coming into the United States, having heard the testimony?

Mr. IIANN. Mr. Chairman, Mr. Chasen his departed, but I will
Comment.

Senator Ilii'orr. You may (to -).
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Mr. HANK. Very much of what Mr. Connery says is true. We have,
particularly in the Florida area, just a mind-boggling amount of drug
:msauggling, particularly marihuana.

We have an air fleet which we attempt to use. We have approxi-
mately 72 aircraft. Nine of these aircraft have sensor equipment which
is vital to making interception.

We have tried to make interceptions without the use of sensors, but
when radar fails to hold the targets and you do not see the aircraft,
there is little we can do to interdict. Most of the activity happens at
night, at low altitudes. We are building up our capabilities as far as
aircraft are concerned. We are involved with NORAD, the Air De-
fense Command, and actually staffing their radar facilities, the same
with FAA and now with AWACS.

Wo have four T-39 aircraft which are borrowed from the military
as a stopgap effort. These aircraft are currently being equipped with
sensor equipment.

We have one high-performance fan-jet aircraft that has sensor
equiilent on it. We have another coming on board June 1, and we
have another projected for the following year.

ThEe are efforts that we are making to combat the influx of smug-
gling. We are also attempting to reallocate some of our personnel to
the east coast, Florida and the gUlf coast area.

Senator RimcoF. If Mr. Connery is correct that the amount of
seizures have gone down 25 percent last year and more drugs have
been coming in this year than in the past years, then there is a very
substantial failure of detection and interdiction.

Mr. H, Nx. I am afraid I have to disagree with Mr. Connery on
the overall amount seized. Although the number of seizures, accord-
ing to our statistics, about an overall of 3,000 decreased in 1978 com-
pared to 1977, the only area where we have gone down in amount is
heroin.

In 1977, we seized about 277 pounds and in 1978, 188 pounds. In
almost all of the other areas, we have increased.

Senator LooO. 188 pounds?
MI[r. hAN. 188 pounds or heroin, yes sir. That is probably more

than all other law enforcement agencies put together have seized.
Senator TANG. What would that stuff sell for? I do not know enough

about it to put a figure on it. How much does 188 pounds of heroin
sell for inside the Tnited States, on the black market.

Mr. IANN. You get into astronomical figures when you consider
that if that heroin seized at the border is 90 percent pure and it is
broken down into five-grain capsules of 4- to 7-percent pure in the
street, you can see that a pound of heroin goes a long way.

Seni Io. I would like some idea. Your people surely have some
figures. to put it into something that is meaningful.

Mr. IIANN. I have just had handed to me a figure which indicates
that one. gram of heroin on the street would sell for about $1,176.

Senator RBnCoFp. What is a pound of 90-percent heroin worth on
tie market?

Mr. TA X'. Multiplied by the number of grams, over $500.000.
Senator LoNo. $i6O.000?"
Senator Rhmcorr. $500.0o0.
Senator Loxo. $500,.000 is what the public pays for I mund of

heroin?
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Mr. HANN. Yes, sir; when they buy it by the capsule.
Senator LoNG. So 100 pounds of it would be $50 million worth of

heroin. That would rough out to $100 million worth of heroin that you
seized. I take it that there is a great deal more than that coining in.

Mr. HANN. I do not know.
Senator LONG. Most of what I have seen up to now on "60 Minutes"

and otherwise indicates that most of the marihuana-and I do not
know about heroin-but most of the marihuana is coining in here not
in somebody's bag but in airplanes and boats. Is that correct or not?

Mr. HANN. That is correct, as far as marihuana is concerned. When
you get down to cocaine, heroin, and, in many instances, hashish, it
comes in people's baggage, it comes in hidden on their body, it comes
in cargo.

Senator RIBICOFF. That is the point that Mr. Connery is making.
Since the deadlier or more expensive kinds come in hand baggage, on
a body or a person, the failure to inspect means that you are opening
the doors right for them to come in.

Is that not, the point you are making?
Mir. CONNERY. Yes, sir.
Mr. HANN. There is one area that you must take into consideration.

You were talking about Miami International Airport. With the fa-
cilities at Miami International Airport, we have all the inspectors that
can possibly man the facility itself. The facility is just not conducive
to good examination.

As the Commissioner said, the facility planning at the Miami Air-
port has been very poorly done and they are probably 5 years behind
the times.

We are having the same problem at Los Angeles. They are now reno-
vating the space for customs inspection. They are putting in a new
facility.

W1e recently provided 30 additional inspectors to Los Angeles to
enable them to staff those belts during our peak period.

Senator Rinircorr. Do you have any say in planning an airport when
it comes to the customs section of an airport? Do they clear with you
as to whether this is proper or not?

Mr. HANN. They clear with us as to the inside configuration. As
far as the space available, normally no. They have a budget constraint
and they live within their constraint.

Senator RIBICOFF-. As I understand it, Mr. Gorson, representing the
Air Transport Association, is going to come here and complain about
how you do things. The responsibility is on their shoulders; if they
present you and their passengers with inadequate facilities, it is not
you,it is them.

Do you want to say something about that, Mr. Gorson, about your
responsibility ?

Mir. GoRsoN. Yes, sir.

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

Mr. GoRsoN. In response to your question, Senator, customs is in an
unfortunate position in negotiating for the space they need at airports
by the simple fact that they do not pay for it. That means, of course,
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someone else has to pay for it. At most airports, the facilities for cus-
toms are underwritten'by the airport tenants, including the airlines.

Senator RmIcoFF. Well, of course I would say that one of the great
disgraces in America are the American airports. I travel a lot, and
most of then are inadequate and filthy and really a disgrace.

Now, if you are making money on people coming in from abroad,
international traffic, and part of ihe international traffic is to facilitate
I)eoplo going through customs, then it would seem to me that you
ave the obfgation to present the facilities to-take care of your pas-

sengers coining in here.
Mr. GonsoN. That is a very frank observation. Of course, we do fi-

nance these facilities. Also, we do believe that if the government feels
these services are necessary, every effort should be made to insure that
the public, including the airlines, are not unduly penalized by these
government activities, such as financing for airport space.

Congress has provided legislation to fund these facilities. However,
the money has never been appropriated. The law is there to be used.

The stidy customs did several years ago indicated that approxi-
mately $5.4 million would be adequate on a yearly basis to pay for
the rentals of U.S. airports.

Senator LoG-. Let me make a point. With all this money you are
spending, with all these inspections you are talking about,.you say
that you managed to catch about 188 pounds of heroin coming in. I
do not know all that much about this, but I was in the amphibious
force in World War II. I know that 188 pounds is a heavy load to
carry, but you could give me 50 pounds of that stuff and I could take
it across a beach, just come up with a small boat by night and take 50
pounds across the beach, and it seems to me unless you have men
patrolling every 100 yards on that beach, I could go right on through
by night.

What is your reaction to that?
Mr. HA NN. My reaction to that is that heroin is probably the smal-

lest narcotic in volume that is currently being smuggled into the
United States. With the eradication in Mexico, most heroin comes
from Asia and the Middle East. But when we start talking about co-
caine, we are talking about 1,500 pounds of cocaine that we seized last
year, and hashish, over 22,000 pounds and marihuana about 5 million
pounds.

Senator LONG. The bigger it gets, the more success you have.
Of the stuff coming in, what percent do you think you are seizing?
Mr. HANX. I do not have any idea. I do not think that anybody i

* Government can really do that. We have estimates-it was estimated
that there were 12 tons of heroin coming into the United States a
coigle of years ago.

Senator RBIconF. Twelve tons, and last year you got 188 pounds.
Then you are really not catching it at all.

Mr. H1AxN. If you can believe that figure. I do not know that you
call.

Senator LoNo. If I were in your business, I would have some way of
estimating what is happening. Just exactly how to do it, I do not
know, but I would figure out a way.

Mr. IIANN-%,. The estimates that you have made are based on history,
how many seizures have been made, how many reported overdoses have
been admitted to hospitals, how many deaths have been attributed to
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overdoses, and a compilation of those figures and a sampling of the
population, you do come up with a figure.

M[r. CONN ERY. If I may, Senator, I believe that most of the police
services throughout the United States have thoroughly accurate fig-
ures on what is entering their l)articular jurisdiction and the extent
of the street trade, and so forth.

Senator LONG. You think that the police could come here and give
a reliable idea?

Mr. CoN.NErY. I elieve this figure is readily available and would
-only show that the U.S. Customs Service is doing a terribly poor job
in interdicting anything coming into this country.

Senator LONG. The area we are talking about'may not be where the
problem is. In other words if I were a commercial smuggler of heroin,
if I were in a deal for big money, I would not be trying to bring it in
through those airports. I would be bringing it across the beach, so-
body would inspect me.

Would you not?
Mr. CONNERY. It is a judgment call. For example, heroin, as the

gentleman indicates, has an unimaginable street value. First of all,
when it is brought in, it is brought in in a relatively pure state and it
is diluted to a great degree and it is sold in little tiny capsule form for
$50 to $75 a capsule.

Tie possibility for profits in this business is overwhelming. In ad-
dition, drug dealers can get cheap hires, so to speak, in the way of
Colombians, Haitians, and so forth, to serve as body carriers in ex-
change for getting into the country.

Senator LONG. It would be so much easier to fly across in a light
airplane and drop it somewhere in a small parachute.

Mr. CONNERY. It is easy, Senator. It is absolutely simple and, as a
matter of fact, they can walk it across, and they do.

Mr. GORSON. Your point is well-taken. By focusing on one simple
thing, in fiscal year 1980, 300 million travelers or persons will come
to the United States. Of that amount, 20 million will come by com-
mercial air and deplane at places like Los Angeles and Miami. But
the other 280 million people will come across the land borders, or by
ships. So a very small percentage actually come into the airports.

Senator LoNG. I would take it that walking across from Canada is
not as much of a problem as walking across from Mexico. Is that fair?

Mr. CoNR,-F.Y. Almost always it comes from the south.
Mr. IIANN. I disagree with that fact. If you are talking about heroin,

it comes from Southeast Asia or the Middle East. and we do have the
problem with it going into Canada. They have a real narcotic problem
in Vancouver and Montreal, and we ha-e problems up there as far as
the smuggling is concerned, but we also have problems on the MNexican
border. The Mexican border has reduced significantly since the eradi-
cation program that they had down there, and most of the marihuana
growers and smugglers went to Colombia.

Senator LoNo. Thank you very much.
Senator RIBIcOFF. Well, I would hope that when we get the report

of the GAO they will take into account the problem that. we have in
the interdiction "of drugs and the cooperative efforts that are needed
between the Drug Enforcement Agency and the Customs Service and
other law enforcement agencies involved, but it. is apparent that the
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values and the profits are so huge that they can take any kinds of risk
because the profits and the returns are so high.

Senator LONG. If I may interject one futlher point, iii that "o
Minutes" program they showed a ship out at sea with a huge amount
of that stuff, and there they were with a foreign flag and all that at
sea, somewhat out beyond the 12-mile limit. My reaction is, in fighting
the drug traffic, we should not put immunity there. We should go out
and grab them.

Mr. HANN. It is a matter of international treaty and the State De-
partments of both countries get involved. When they are outside the
continental limits of the United States, according to our State Depart-
ment people, we have to get permission from the country to which the

-vessel is registered.
Senator LoNG. It seems to me we should stop that foolishness in a

hurry. We should pass a law and declare a wide zone out there, 150
miles, so that when we believe somebody out in that area is violating
our laws, we are going to go on board and search and seize.

Mr. HIANN. We currently do that. We get the permission of the
country of registry, but the criminal statutes do not extend beyond
the 3-mile limit, so when we bring them in, we turn them loose.

Senator LoNG. That is our business, passing laws up here. We should
extend it. out 50 miles.

I think I know enough about the law to know an act of Congnms
will override that treaty, treaty or no treaty. Fifty miles out there,
if they are closer to the United States than any other country, as far
as we are concerned, they are breaking our law having drugs in that
area, and we are going to go out there and seize it.

Mr. Ti1ORNE. If I might interject, I am John Thorne, with Customs.
We have proposed language to amend the law to affect just as you
suggest. We visited with the Banking Committee in the House and
we will be visiting here in the Senate.

What it virtually would do would be to allow us to go on board
foreign ships for which we have permission to board on the high seas,
and if we can show a conspiracy or if it is a U.S. citizen involved,
then we can exercise criminal jurisdiction over that individual.

Senator LoNG. Why do we have to have all of that? It just seems
to me that we could, if we wanted to, simply pass a law and say the
vessels out there in that area, we are going to check them to see what
they have aboard. And if we find something out there, simply arrest
them.

If it would take a constitutional amendment, I do not think there
would be any difficulty in passing it. It just depends on what you
want to do.

The people in this country are not in favor of having 12 tons of
heroin coming into this Nation. All it takes is just a proposal of a
proper legislative answer.

The last thing we need is to be confused about the issue. W hat we
need is to have some answers, and I would think the answer is to say
? ou cannot come not within 100 miles of the United States out on the
murli seas loaded down with a load of heroin or a load of marihuana
without being inspected.

If you are out there, we are going to come looking for you. If it
takes a constitutional amendment so be it.
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It seems to me, if it took a constitutional amendment, we would not
have any difficulty getting it ratified by the States. That is just to
protect our youth, not anything more.

If you people would show us what it takes, as far as the United
States is involved, what difference does it make to us, if it is a U.S.
citizen involved? What is of concern to its is the drugs, and anybody
who is taking the drugs?

When can you people get us some kind of recommendation that will
let us do our jobl. I am not just talking about the U.S. citizen. What
difference does it make to us if it is an American citizen or someone
else out there with those drugs? It seems to me we have to take the
attitude that we are goilg to defend that area for our own interests.
I would think it wouldbe for defense purposes.

If there is somebody in that air space headed this way, we would
act.

Senator RuncoFrF. For the purposes of the record, one of the members
of my staff called the Drug Enforcement Administration while this
was going on who reports that retail value of illicit drugs in 1977 was
$40 billion. So you see what is involved.

That raises the question, you know, it is very interesting that almost
all the time we have been talking we have been talking about the inter-
diction of drugs, and this is a very popular issue with Congress. You
usually can get all the money you want for the interdiction of drugs,
and you should be concerned, but we have neglected the question of
the regulatory functions of Customs, dumping, statistical collection
and the like.

The Finance Committee has emphasized the need for more regula-
tory work. We cannot make our policy unless we know what is coin-
ing in illegally and can act effectively.

So while we have been emphasizing drugs, that does not mean we
are not interested in the other problems that Customs has to deal with
to make this work, so keep that in mind. While you have not been
put over the coals on that issue, we have not forgotten it. We do expect
co)peration and effectiveness in that field.

But there is a problem that we have here, and I would assume that
you would take that into account while you are working up t lie report
with GAO. We are drawing to a close here.

Mr. Gorson, you have not been heard from much. Your whole state-
ment will go into the record as if read. You have some complaints
that. somiehow you are being ill-treated, the airline imdust rv

Mr. GonsoN. Yes, sir. In the interest of time, I could *imply sum-
marize my remarks.

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

We appreciate this opportunity to comment on fiscal year 1980
Customs Service authorizations.

The situation at some major U.S. gateways is already critical. Many
airports have been experiencing serious congestion and delays ani
considerable public inconvenience. During the past summer season, it
was not uncommon for some incoming air travelers to suffer delays
of 3 to 4 hours. In the future, the new climate of competition among
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the airlines, new entries in scheduled service, and increasingly liberal
bilateral agreements are expected to expand service significantly. Ill-
less remedial action is taken, more severe bottlenecks are bound to
occur, exacerbating already intolerable situations.

Tile congestion can be eased through several means. Primarily,
funds must be made available for inspector positions to accommodate
the traffic at international airports and reduce the untenable delay:.
In addition, the Customs Service must be allowed to pay for their
own airport facilities in order to modernize and automate'the iinspec-
tion process. Currently, because they receive space without charge.
Customs is at a serious disadvantage in negotiating for the space, and
consequently, the facilities are often inadequate.

Payment for these facilities vere authorized in 1961 but finuls wre
never apl)ro)riated. We urge this committee to reinforce the provisions
of the law in this regard antl indicate its support for Ctistoins' funlingt
of its airport facilities.

Senator RIBICOFF. Why do you think the A ppropriat ions Commit tee
has never appropriately the money?

Mr. GonsoN. They have felt, that airlines, as users of the Custons
Service, should pay for the Customs facilities, should pay for the (-is-
toms manpower and overtime costs and have never seen fit to allow
Customs to pay for their own facilities.

Senator Rincorr-. But you are the beneficiary of international travel.
Part of international travel is the Customs Seo:vice inspection.

Mr. GoRsoN. We could also say, Senator, that while we'unlelrstald
the need for Customs Services, we would just as soon (1o without this
kind of service, a service that is expensive, a service that is necessary.
and one that benefits the country as a whole by preventing smug,gling-.
keeping out animal and plant Piests. Airlines are not the beneficiaries.
We just happen to be the instrument that is required to go through the
Customs inspection.

Senator RIBICOF. If it were not, for airplanes, we would not have
that problem. You make the profits on them.

Mr. Gonsox. The other modes of transportation, for example, the
ships, the trains. the ferries, the buses, streetcars, people walking across
the border do not have to pay for these facilities.

Senator R]Brcory. None of thenm get the subsidies you do. The airlines
do very well with subsidies of every type, of every kind from the Fed-
eral Government.

Mr. GORSON. Most. of our airlines today. the larger ones, are not
subsidized and they are free now for the most part, under new policies.
to give up those routes that are umproductive so they will not be s bsi-
dized. If I may continue, sir, preclearance, which allows inspection of
passengers and their baggage prior to departure from a foreign c(0i-
try, rather than upon arrival in the United States, also re(liceS lhe
burden on Customs operations within the U~nited States. However. ill
1970 when the policy of Customs was to lhase out preclearance. aid-
ministrative costs were imposed on the airlines to pay excess )recle'a r-
ance costs. These charges cover housing, dutypost and edlucat ion allow-
ances, certain transportation expenses, and equipment all( administ ra-
tive costs, including the cost of supervising the preclearance istalblk-
tions.
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Although tle policy toward preclearance has since ])evl rever-se(l,
and tile, Con.ress has affirmed its support for tile concept. the airlines
are still required to bear these costs. There is no valid justification for
this exaction, and its continuation could well jeopardize the preclear-
ance program.

It should be kept in mnind that the U.S. Customs Service was estab-
lished to provide various Government services for the public. If thle
Government feels these services are necessary, every efor't should be
made to insure that the l)Ublic is not iii(hlily penalized by the (ovNein-
ment activities.

Because many travelers and shippers who are subject to (tIstonls re-
quirements utilize air transportation, a system has evolved which seri-
ously penalizes the airlines. If oiir Government believes that tile pio-
grams established by Customs provide an essential and necessary :erv-
ice, it should then take the responsibility for operating them efficiently
and paying the related costs.

That concludes my summary statement, Mr. Chairman.
Senator RmlcorF. You gentlemen, do you believe in preclearance

from the passenger standpoint.
Mr. Cox-NERY. Yes.
Senator RIDICOFiF. Do you believe in preclearance from tile C,'istons

management standpoint
Mr. IAN-. Yes, providing that there are adequate safeguards in the

foreign country in which we arc resident.
SenatQr RUiCOFF. What do you mean, adequate safeguards?
Mr. I.NN. For an efficient Customs inspection system, p)articulaIly

after the examination has been made, people. and their bags shold
be maintained in a sterile area prior to enplaning for departure to tle
United States.

We, at. some of our preclearance locations, have very difficult tines
in trying to establish this security safeguard and, in fact, have not aw-
coml)lished it at any of the preclearance sites to date.

Senator RBCOIFF. 1)o you not think that could be easily worked out,
that this could be a competitive advantage for those airlines that sii)-
ply the proper sanitized preclearance areas as against those that lidi
not, because that meant that those persons woul(l get through ('ustoills
much faster.

If I were a traveler and I though that X airlines had a 1Ieclearanlc
al)proved by you and Y airline did not, I would fly on X airline instead
of Y. So once you establish that and lay down rules ami re,.uulations.
I think that you would find that most of the airlines would play ball
-with you.

Mr. TioR.N-. There is another problem that is beyond time airlines.
The l)reclearance facility is set up by agreement with that foreign
government apd we cannot enforce U.S. laws in that foreign country.
Our inspectors there are hamstrung in many respects.

If someone wants to come in with something that is illicit in the
United States and not illicit in that foreign country, we cannot do
anything with him. He can just go back out and come'through another
line, or another airline.

Senator RnucOFF. The difference is once you know that he would not
comply, he would be on a list and lie would be grabbed when he came
into the United States.
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Mr. TionNE. Hopefully. That is what we try for.
Senator RIBICOFF. If you had 100 passengers on an airline coning

into )ulles or Kennedy and there were 5 of those that did not. wanat
to go through your )reclearance procures, those 5 would he given a
very thorough examination when they caine in, but the 95 would b
cleared. I do not think that is an insurmountable obstacle.

Mr. Tl[onEr. One of the best solutions is one taken by tie Govern-
nirnt of the Balaamas where they passed a law there in the islands
that gave our insl)ectors the calpalility to enforce U.S. law with the
lNcku1) of the local constable, so the constable wolld coell ill anld make
the apl)relension.

Senator R1m1coI'F. I think that you would find that the Stale 1),part-
ment should not have too much difficulty getting an international
a agreement with one or more countries based on mutiality where tlat
could be done with passengers going into their country and passengers
coming into the United States.

With international travel now, lou could find that you cod work
that out, because there is no question that the preclea rance lro-eliro
would be a great boon to everyLody involved. Customs, the airlines,
the. passengers, the airports, everybody would be the beneficiary.

It seems to ine that there are enough brains in every phase of tlhis
to be able to work out a procedure to everyone inutmial advantages.

What do you say ?

Mr. Gorso.,-. I have a comment on that, an observation at. the very
least. The biggest problem today is simply lck of IT.S. Oistens
staffing.

For example, the Canadian Government has agreed to finance a new
pre-lea rance station in Edmonton, Albeit a, Canada. They have of-
fered the Customs Service security, complete security facilities, one-
stop inFcpection that no city in the United States has except Philadel-
plhia. But Customs needs 10 people to staff that place. to open ill). ft
could !tart in 2 months. Yet the hang--u) in Edmonton is simulply lark
of staflng. and this is true in other places.

Althmoiugh Customs did implement the l)oeclearance last yea'r at Free-
port in tlme Bahanms auid of course, Calgary has one. i)lt Edmonton
does not. All Edmonton passengers must get off at Calzary. All thebaggag,,e gets off, and goes through the reclearane facility there
aid then are lpit on the aircraft again.

This is an intolerable situation, ail inadequate proc(edliir, and fums-
trates the concept of preclearance.

If this committee could (10 no more than urge Customls to supply 10
people for Edmonton preclarance, it would benefit, the traveling pub-
lie from Canada.

Senator Rmcorr. I think the greatest service you could do, "Mr. Gor-
son. to the oieml)ers of the Air Transport Association of America is to
sit down wt h Customs' management and see what you could do to work
out a preclearance procedure that is to your mutual advantage. I think
that would he a fantastic. boon to all of you.

You would be the beneficiary, Customs would le the beneficiary. the
passengers that use you-and you, too, Mr. Connery. You can get onI
this.

Mr. CoNxxi:-it. Actually, the fact is, as Mr. Gorson said, and our
entire experience indicate, Customs does not Iave the personnel. No
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matter what the idea is, they do not have the personnel to enforce it..
For example, speaking of Canada, I was just told recently about the

Canadian Government opening up 15 lanes but Customs being only able
to staff three, thereby only three can move.

This has been the entire, repetitious history. They do not have the
personnel and they do not ask for more personnel and they are ac-
cepting a 5-percent personnel cut.

Senator IrBICOFF. Why do you not present a system and plan and
send it up to Congress to put up or shut up I Congreas is doing the com-
plaining about the system. Now it is up to Congress if they want the
system corrected to give you the funds to (o the job.

Once you present a plan that is meaningful, they either accept it, or
if they do not accept it, make them get off your backs.

Mr. GoRsox. We have appended to our statement, Mr. Chairman, the
exact number of inspectors that we feel are necessary at all the preclear-
ance airports. It totals some 39 and the number of additional inslpec-
tors needed at U.S. Aorts of entry total 132.

Senator RIICOFF. "1o do this preclearance, it could be done with 132
additional employees ?

Mr. GoRsoN. For preclearance, only 39.
Senator RuirCOFF. That is not insurmountable, if that. is all you ieed

to (1o the preclearance ; 39 additional Customs inspectors, that is really
a drop in the bucket of all their personnel. How many Customs em-
ployees are there now?

Mr. ItANN.. About 14,600.
Senator limm'urr. You have 1 .600 andi vo are talking about 89 ?

Mr. IIANN. We are talking about 4,500 'inspectors in that 14,600.
Senator RIBicoFF. Even so, it is a small percentage. It seems to me

that that is where we ought to be paying attention if you want. to
accommodate and facilitate the Americans coming into the United
States.

Mr. IIANN-,. ie also said that 132 inspectors, at existing airports
within the United States, in addition to tho.sPe 39 positions for
preclearance.

Mr. Gonso. Correct.
We have a new slogan, Senator. which is becoming worldwide, that.

is, "Open skies, closed airports." Closed airports refers, to the Federal
inspection serx'ice -Custonis, Immigration and also, to a lesser
extent, agricultural inspection.

Senator RIBICOFF. If you people (1o not work this out, you are ver-
tainly going to kill the goose that lays the golden eggs for yon. You
are going to make it so impossible land inconvenient to travel tlht
everybody is going to stay home.

Mr. TiioixE. It, may b appropriate to add for tIhe reordl thut ('lls-
tomns is most aware of what we call the Customs dilemma: providing
the enforcement, to the best. of our abilities, and at the same time
expediting passenger services and of cargo. In February. after meet-
ing extensively with airline representatives, we reorganized time Cus-
toms Headquavrters here in Washington and moved 105 positions out.
to the field. We are aware and are trying to learn more each day of
the growing needs of passenger service, of wide-bodied jets an(l, as
you mentioned earlier, the peak of travel time, and we are trying to
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meet those needs. We are being as flexible and pragmatic as I think
any Government agency can be in moving those positions.

We are trying to meet the program head-on. We are meeting regu-
larly, not only with the airline representatives, but with port authori-
ties and others.

Senator RIBICOFF. It bothers me, how many does a 747 carry now?
MJr. GoRsoN. Up to 400 passengers.
,Senator RIBICOFF. I think one, of the best investments you could

make is to put a customs and immigration inspector right on one ofthose 747's. A 4- or 5- or 6-hour flight, let them go up and down.

Mr. CONNERY. If I may, Customs is going exactly in the opposite
direction. They are calling for a system of what they call general
supervision, which would only further exacerbate this problem, where
one inspector will be inspecting three or four ships unloading at a
pier. All these personnel will have to wait around to accommodate
themselves to that inspector arriving. The same is true of the airport
situation. It is only under their proposal, the most recent proposal,
things are only going to get worse.

Mr. HANN. Mr. Chairman, I would like to get the record clear on
the reduced supervision of cargo unlading that I think Mr. Connery
is alluding to. Customs has been looking at our overtime requirements
and we have found certain areas where we think managerially, closer
supervision of what is being worked is required.

One of the areas is currently when a ship is at a dock and it is
off-lading cargo. We have one inspector there most of the time seeing
that the cargo clears the ship.

The merchandise is not examined at that time. If it is necessary, the
ship is cleared and searched before this takes place so the inspector
merely watches the cargo come off the vessel.

What we are proposing, if there was more than one vessel that is
off-lading in the adjacent area, is that the inspector in supervising
the off-lading of cargo could watch more than one vessel.

Senator RiBIcoFF. Mr. Gorson, would you be willing to give free
transportation to the customs and immigration inspector if-he were'
on the 747?

Mr. GoIIsoN. We would certainly consider it. Actually, we have done
that on several occasions. For example, in situations in Japan an
experiment was tried where both immigration and customs inspectors
did actually travel on the plane. The biggest drawback though is that
the baggage, the hold baggage, the checked baggage, is not available
to Customs and thereby cannot be inspected en route.

We would prefer another procedure that we consider more efficient.
that is. preclearance, where the passener undergoes his inspection at
selected overseas places while he is doing his normal check-in, using
the same time available.

But having said that. Mr. Chairman and having made several coin-
plaints, mainly of a staffing nature. I would be. remiss not to acknowl-
ede the facilitation action taken under direction of Commissioner
Robeit E. Chasen, particularly such things as citizen bypass. in con-
junction with the Immigration Service. the one-stop inspection experi-
ment in Philadelphia and. more specifically. reallocation of rep-onrces
where. he has made available headquarters* personnel to be shifted to
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the field, and we consider that, even though small, a significant help
during the heavy traffic season that will occur next month and for the
rest of the year.

Again, as Commissioner Chasen indicated, he is holding bimonthly
meetings with the airline industry on such things as you suggested
and they are under discussion and review.

We (o feel Commissioner Chasen is a real breath of fresh air in
removing some of these antiquated and archaic customs procedures.

,Senator RIBCOFF. If you think lie is good, this is an opportunity for
you to get some cooperation with him and try to work out these prob-
lems to the benefit of the public. If the public benefits, so will the
airlines.

Thank you very much, gentlemen, for your cooperation. The sub-
Scommitteeis recessed.

[The prepared statement of Mr. Gorson follows:]

SUMMARY STATEMENT OF TInE AIR TRANSPORT ASSOCIATION

U.S. CUSTOMS SERVICE AUTHORIZATION FISCAL YEAR 1080

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

The situation at some major U.S. gateways Is already critical. Many airports
have been experiencing serious congestion and delays and considerable public
inconvenience. During the past summer season, it was not uncommon for some
incoming air travelers to suffer delays of three to four hours. In the future, the
new climate of competition among the airlines, new entries In scheduled service,
and increasingly liberal bilateral agreements are expected to expand service
significantly. Unless remedial action is taken, more severe bottlenecks are bound
to occur, exacerbating already intolerable situations.

The congestion can be eased through several means. Primarily, funds must be
made available for Inspector positions to accommodate the traffic at international
airports and reduce the untenable delays. In addition, the Customs Service must
be allowed to pay for their own airport facilities in order to modernize and
automate the inspection process. Currently, because they receive space without
charge, Customs is at a serious disadvantage in negotiating for the space, and
consequently, the facilities are often inadequate. Payment for these facilities
was authorized in 1961. but funds were never appropriated. We urge this com-
mittee to reinforce the provisions of the law in this regard and indicate its
support for Customs' funding of its airport facilities.

Preclearance, which allows inspection of passengers and their baggage prior to
departure from a foreign country, rather than upon arrival in the United States,
also reduces the burden on Customs operations within the U.S. However, in 1970,
when the policy of Customs was to phase out preclearance, administrative costs
were imposed on the airlines to pay excess preclearance costs. These charges cover
housing, duty-post and education allowances, certain transportation expenses, and
equipment and administrative costs, including the cost of supervising the pre-
clearance installations. Although the policy toward preclearance has since been
reversed, and the Congress has affirmed its support for the concept, the airlines
are still required to bear these costs. There is no valid justification for this
exaction, and its continuation could well jeopardize the preclearance program.

It should be kept in mind that the U.S. Customs Service was established to
provide various Government services for the public. If the Government feels
these services are necessary, every effort should be made to insure that the public
is not unduly penalized by the Government activities. Because many travelers and
shippers who are subject to Customs requirements utilize air transportation, a
system has evolved which seriously penalizes the airlines. If our Government
believes that the programs established by Customs provide an essential and
necessary service, it should then take the responsibility for operating then
efficiently and paying the related costs.
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STATEMENT OF JAMES R. GoRsoN, DIRECTOR, FACILITATION, AIR TRANSPORT
ASSOCIATION OF AMERICA

U.S. CUSTOMS SERVICE AUTIIORIZATION-rISCAL YEAR 1980

My name is James R. Gorson. I am Director of Facilitation of the Air Trans-
port Association of America, which represents virtually all of the scleduh4l
airlines of the United States. I appreciate the opportunity to comment on the
fiscal year 1980 Customs Service Authorization.

The United States flag air carriers are vitally interested In the services pro-
vided by the Customs Service at international gateway airports in this country.
Inspection of airline passengers and shipments by Customs personnel Impacts not
only on airline operations, but on growing millions of travelers, businesses, and
communities which rely on international air transportation.

Due to the obvious necessity for close and efficient coordination and cooperation
between Customs and the carriers, the airlines are particularly concerned about
several areas of the Customs budget. These are: Customs staffing at airports,
preclearance costs, and-payment for airport terminal space occupied by Custmns.
We would like to review briefly each of these subjects.

CUSTOMS STAFFING AT AIRPORTS

The airlines are deeply concerned over the current and proposed cuts In Ciis-
toms staffing at U.S. International airports. The reductions, If carried out, would
aggravate an already critical situation. The congestion at many gateways has
caused serious delays and considerable public inconvenience.

Foreign air travel to the United States increased over 20 percent in 1978. In
the future, the new climate of competition among the airlines, new entries in
scheduled service, and increasingly liberal bilateral agreements called for by
U.S. policy are expected to expand service significantly and result in even more
severe bottlenecks in processing international arrivals, unless remedial actions
are taken.

During the past summer season, it was not uncommon for some incoming air
travelers to suffer delays of two to four hours, particularly at such places as in
Los Angeles, New York, Miami, Chicago, and Honolulu.

In Miami, for example, international arrivals increased 22 percent. While
some new inspectors were added, the effect was diminished by the greater influx
of tourists and other air travelers. Seasonal and holiday traffic is the heaviest,
and during these periods the staff is hardpressed, overworked an undermanned.
Even in off-peak periods, however, there were incidences when it took hours to
process, international arrrivals, and this situation is reflected in the attached
New York Times article. The situation in Los Angeles also has become extremely
acute and this is reported in the attached story from the Los Angeles Times.

While many of the delays were due to a combination of insufficient staff and
a lack of adequate facilities, reductions in staff at these and other Customs lo-
cations can only exacerbate already intolerable situations.

Notwithstanding the tremendous burden on inspection personnel and faeiliqes
and the continuing growth in air travel, the Customs Service has reduced airport
inspection staff this fiscal year and plans to fill no new positions in fiscal year
1980. While Customs did restore some of the initially proposed cuts. staffing is
still below an adequate level at the present time and cannot posibly accommo-
(late significant increases in traffic.

In the New York region, 20 uniformed inspector Jobs are to be eliminated in
passenger processing-a 15-percent reduction in force. At the San Juan Inter-
national Airport, full-time inspectors have been cut back to 33. but because of
retirements this number will be reduced to 25. A total of 35 inspectors i.; i-A,%led
as a minimum.

At the Los Angeles Airport, the modified facility at Satellite Terminal X,. 2
is scheduled to he operational by fall 1979 and 36 additional Inspectors will be
needed to staff this facility.

These are only a few examples of ongoing reductions and of explicit reluire-
menls. However, it is obvious that, rather than reduinz Customs staffing tit
airports, additional Inspectors are needed. For fiscal year 19.0 the minimum
additional Increases needed In Customs inspection staffing at airports are detailed
in our attachment.

It should le noted, paradoxically, that the reduction in Custom.s staffinir is
contrary- lo the newly established U.S. international aviation policy announced
by the President on August 21, 1078.
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Policy Objective No. 6 states:
Encouragement of maximum traveler and shipper access to international

markets by authorizing more cities for nonstop or direct service, and by
improving the integration of domestic and international airline services.

Additionally, the desired result of one of the goals of the policy is:
Increasing opportunities for U.S.-flag transportation to and from the

United States will contribute to the development of our foreign commerce,
assure that more airlift resources are available for our defense needs, and
promote and expand productivity and job opportunities in our international
air transport industry.

This policy is the official position of the U.S. Government with regard to
international air transportation. It means more aIrlines, both U.S. and foreign,
will be operating more flights carrying more passengers from more points abroad
to more U.S. airports. Any practice having the effect of restraining international
air services would be inconsistent with this presidential policy. Accordingly,
a question arises as to whether the Customs staffing reductions conflict with
other governmental objectives.

Customs congestion problems are thus obviously being brought about by traffic
growing faster than the rate at which facilities and services are provided to
process the incoming passengers in a satisfactory manner. Reallocation of exist-
lng resources by the Customs Service can help to reduce the congestion. While
Customs has taken steps such as the shifting of headquarters personnel to field
offices, further administrative action is necessary. Expansion of preclearance
in Canada and abroad would be particularly beneficial in this regard.

We also believe the critical delay situation at airports-of-entry can be amelio-
rated through further installations of the Customs Accelerated Passenger In-
spection System (CAPIS). This system increases the rate of passenger flow,
thereby making more effective use of limited facility space. Customs has de-
termined that installation of CAPIS reduces the number of inspector counters
needed by 25 percent, and allows for smoother and faster passenger movement.
However, this system is far from being fully implemented.

Before leaving the subject of Customs staffing, we must express our concern
about Customs' practice of restricting the landing rights for arriving aircraft.
These restrictions are due primarily to inadequate staffing. Denial of landing
rights by Customs will result in a public outcry both here and abroad. Charter and
scheduled traffic to the United States under newly liberalized bilateral route
agreements, coupled with new low fares, as pointed out, will continue to increase
at a dramatic pace. Customs budget requests have been, and still are, unrealistic
in failing to acknowledge this additional traffic.

We believe it is the Government's responsibility to provide sufficient staff to
conduct required inspections without penalizing the traveling or shipping public,
or the airlines which provide Government-authorized public service.

EXCESS PRECLEARANCE COSTS

Preclearance allows the inspection of passengers and their baggage prior to
departure from a foreign country, rather than upon arrival in the United States,
and has been a viable operational procedure since 1952. Excess preclearance costs
are administrative charges imposed on the airlines in 1970, when the policy of
Customs was to phase out preclearance. These special administrative charges for
preclearance penalize the airlines by requiring payment for housing, dutypost and
education allowances, transportation costs incident to an assignment to a pre-
clearance station and return, home leave and other related transportation ex-
penses, and equipment and administrative costs, including the cost of supervising
the preclearance installations.

As itemized in our attachments, during calendar year 1977 the airlines paid
the Department of Treasury $1.7 million for these excetss costs, and charges for
1978 were $2.3 million. The airlines should not be required to bear these costs,
and their continued exaction could well jeopardize the preclearance program in
effect at five cities in Canada, one in Bermuda, and two in the Bahamas. No other
agency of the U.S. Government involved in preclearauce, such as the Department
of Agriculture or the U.S. Immigration Service, imposes such charges. We believe
these unjustifiable charges on the private sector should be terminated.

PAYMENTS FOR CUSTOMS SPACE AT AIRPORTS

Finally, with respect to payments for Customs space at airports, there has been
dissatisfaction over the years on the part of Congress, airport operators, the air-
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lines and the Customs Service about the arrangements for providing spce uisel
by Customs at airports In the United States. Costs for this space are underwritten
by the airlines and other airport tenants.

The Customs Service, however, today must still try to obtain whatever space
can be made available to them, without cost, at airports to process International
passengers and their baggage. Obviously, Customs is at a serious disadvantage
In negotiating for space they do not pay for, and consequently, the facilities pro-
vided Customs such as at Miami, Los Angeles, San Francisco, and Chicago, are
often inadequate.

In 1961 the Congress addressed the problem in Public Law 87-255, which
amended Section 1109(e) of the Federal Aviation Act as follows:

There are authorized to be appropriated such sums as may be necessary
to enable the head of any department or agency of the Federal Government
charged with any duty of inspection, clearance, collection of taxes or duties,
or other similar function, with respect to persons or property moving in air
commerce, to acquire such space at public airports (as defined In the Airport
and Airway Development Act of 1970) as he determines, after consultation
with the Secretary of Transportation to be necessary for the performance
of such duty.

Regrettably, no appropriations have been provided. We, therefore, urge thl
committee to reinforce the provisions of the law in this regard and indicate Its
support for Customs funding of its airport facilities.

CONCLUSION

In conclusion, while we commend the Congress and the Customs Service for
Its attention to the problems of international air travelers and shippers, more-
must be done. It should be kept in mind that the U.S. Customs Service was estab.
lished to provide Government services for the public. If the Government feels
these services are necessary, every effort should be made to insure that the
public is not unduly penalized by the Government activities. However, because
many travelers and shippers who are subject to Customs requirements utilize
air transportation, a system has evolved which seriously penalizes the airlines.
The lack of inspectors slows up processing and the passengers miss their con-
nections. The airlines are forced to pay excess preclearance costs to help alleviate
the burden on Government airport Inspections within the United States and they
are required to help underwrite the cost of facilities at airports for the Customs
Service.

If our Government believes Customs provides an essential and necessary serv-
ice, it should then take the responsibility for operating it efficiently and paying
the related costs.

As previously pointed out, much can be done to solve current problems on ant
administrative level. However, we do not believe more efficient performance will
totally overcome deficiencies in staffing if the quality of inspections Is to be main-
tained. Funds must be made available if congestion and processing delays at
airports are to be dealt with, and if adequate Customs facility requirements are
to be maintained. We, therefore, urge the committee to authorize the necesary
funds to meet the following requirements of the Customs Service for fiscal year
1980:

$2.7 million should be allocated for 132 additional inspectors, to cover
inspection needs at the U.S. airports shown in the attachment;

$790,000 should be allocated for 39 additional inspectors for preclearance
airports shown on the attachment;

$5.4 million to underwrite Customs airport rentals and facility costs; and
$2.3 million for excess preclearance charges.

We appreciate this opportunity to outline the views of the scheduled airlines.
We will be pleased to work with the committee and its staff in every way pos-
sible on these Customs matters to facilitate international air travel and commerce.
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Additional customs staffing requirements fiscal year 1980-U.8. airports-of -etry

Additional
Airport: Inspectors

Agana, Guam ------------------------------------------------ 1
Anchorage --------------------------------------------------- 2
Atlanta ------------------------------------------------ 1
Baltimore -2
Boston r ---------------------------------------------------- 6
Chicago ------------------------------------------------------ 6
Cleveland ----------------------------------------------------- 1
Dallas --------------------------------------------------- 3
Denver ------------------------------------------------------ 1
Detroit -----------------------------------------------------
Honolulu -----------------------------------------------------
Houston ---------------------------------------------------- 4
Los Angeles ---------------------------------------------------- 36
Miami ngel ------------------------------------------------ 39
Minneapois ----------------------------------------------------- 1
New Orleans -------------------------------------------------- 1
New York, JFK ------------------------------------------------- 14
Nhlew pi York,-JF --------------------------------------------- 14.Philadelphia ---------------------------------------------
Pittsburgh -------------------------------------------------- 1
Portland, Oreg -----------------------------------------------
San Antonio ------------------------------------------------- 2.
San Diego ---------------------------------------------------
San Francisco -----------------------------------------------
San Juan -------------------------------------------------- 16
Seattle -----------------------------------------------------
Tucson ------------------------------------------------------ 1

Washington, Dunes -------------------------------------------

Subtotal ------------------------------------------------- 132-

Preclearance airports:
Bermuda----------------------------------------------------2Z
Calgary ------------------------------------------------
Edmonton ---------------------------------------------- 0
Freeport ---------------------------------------------------- 2
Montreal ---------------------------------------------------- 2
Nassau ----------------------------------------------------- 2
St. Thomas ------------------------------------------------- 2
Toronto ---------------------------------------------------- 16.
Vancouver ---------------------------------------------------
Winnipeg --------------------------------------------------- )

Subtotal -------------------------------------------------- 39

Total --------------------------------------------------- 171
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EXCESS PRECLEARANCE COSTS FOR CALENDAR YEARS 1977' AND 1978'

Costs

City 1977 1978

Canada:
Vancouver --------------------------------------------------------- $198,365.25 $215,543.10
Winni peg --------------------------------------------------------- 37,999. 93 42 175.86
Toronto -- ----------------------------------------- 6................... 1542.92 667, 902. 10
Montreal ---------------------------------------------------------- 369, 840. 01 343, 458. 79
Calgary3 ----------------------------------------------------------------- ----------- 126,626.46

Bermuda: Hamilton ---------------------------------------------------- I,9,534.93 117,959.60
Bahamas:

Freeport' ----------------------------------------------------------------------- 343, 384.40
Nassau ----------------------------------------------------------- 291,970.21 410,216.80

Total ---------------------------------------------------------- 1,662,953.31 2,211,261.00

I Source: Federal Register issues of Nov. 9, 1976 (p. 49550); Feb. 7, 1977 (p. 7183); May 13, 1977 (p. 24348; July 29, 1977
(p. 385W4); and Nov. 7, 1977 (p. 53001).

'Source : Federal Register issues of Nov 7 19/ (p. 5S))i); Dec. 12, 1977 (p. 62436); Feb. 6, 1978 (p. 4893); May 17,
1978(p. 21390; Aug. 16,1978(p.36337); and iov. 14, 1978 (p. 5797).

a Calgary preclearance began on Mar. 15, 1978.
Freeport preclearance began on Jan. 8, 1928.

IFrom the New York Times)

MIAMI's 1ZAIPOBT: AWFUL ON SUNDAY

(By Jon Nordhelmer)

One of the three baggage carousels in the international arrival section of
Miami International Airport clicks into motion and the first bags off an over-
seas flight pop out a dark hole and slide down a short chute onto steel plates
moving in a circle.

A sea of faces in the Jam-packed area in front of the United States Customs
counters turns hopefully toward the mechanical sign above the carousel that is
spinning out white letters. "Air Jamaica" finally registers on the board, bright-
ening the faces of 150 passengers in a crowd of at least six times that number
and restoring brooding looks to those waiting for British West Indian Airways,
Pan American and Lacsa, the Costa Rican airline, to produce their luggage.

For the Air Jamaica passengers pressing forward to retrieve their suitcases
and golf bags, it is the first victory iun an exercise that will further test tlu'r
courage, stamina and fortitude: Re-entering the United States on a weekend
afternoon at Miami International.

Ahead stretch the long lines to the Customs inspection counters. With luck,
the wait will be only 60 minutes or so. For many, however, it may bei two hours
before they make their way past the guards at the door to face another ordeal
at an airline counter in the terminal: getting a seat aboard a plane headed for
their destination in the United States because they have long since missed
their connection.

This scene can be duplicated for other international travelers at Kennedy,
O'Hare or Los Angeles, but the problems and frustrations encountered by arriving
overseas passengers.in Miami during peak times on weekends are almost a special
case.

After Kennedy Airport in New York, Miami's airport is the second busiest
in the United States in processing arriving passengers through Customs. And
it continues to grow at a fast pace: The number of international travelers in
January was 15 percent above the level of January, 1978.

The shrinking value of the dollar has generated most of the travel because
Miami and the rest of Florida have become a destination for Latin Americans,
and more recently Europeans, seeking a bargain shopping and vacation destina-
tions. Moreover, Miami is the port of entry for growing numbers of Latin Ameri-
cans and Caribbean people seeking jobs or an education in this country, as well
as a connection for the growing number of affluent travelers from the United
States Sunbelt on business or vacation trips.

Facilities at the airport, despite $50 million in new or continuing construction,
have not been able to keep up with the expansion in travel, and a bottleneck has
developed at Customs inspection, a problem that is destined to continue for a
year or more.
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"I keep getting letters from travelers who say that thanks to us their beautiful
vacations were spoiled," Brian A. Richardson, deputy director of United States
Customs at Miami International, said. "All I can do is bleed for them because I
know what they're saying is true."

Mr. Richardson, of course, does not blame the Customs Service, which he says is
doing the best it can to cope with the impact of a boom In international air
travel at a time when the Federal Government is squeezing the budgets of all its
agencies.

He is more inclined to find fault with airlines, both foreign and domestic, that
are scheduling more and more incoming flights Into American cities during a
compact afternoon period, which overloads the service's capacity to process the
arrivals. He says the guilt should be shared by airport managers who are eager to
boost traffic and will not deny landing permits during the peak hours.

Airport administrators, in turn, charge that the Customs Service is creating
unnecessary bottlenecks because it is unwilling to .4trealdine its inspections ai
come up with new systems that allow It to meet its responsibilities and still ex-
pedite passengers.

And some of the responsibility must be shouldered, both sides agree, by a travel-
ing public that with a little bit of preparation and information could sidestep the
problems of congestion.

During certain peak traveling times, especially at Christmas and Faster, Miami
International, as well as the Fort Lauderdale airport 25 miles up the Florida
coast, can become so overloaded with domestic travelers that systems break down.
(In Fort Lauderdale the major problem is the inadequacy of access roads to the
airport and parking facilities, which creates suffocating traffic jams, making it
Impossible at times to reach the terminal on schedule to catch a plane.) Tie pre-
Christmas advice from the airport administrator to travelers using the facility:
"Stay home or drink three martinis before you come."

Toss in a winter snowstorm that closes northern airports and the situation
can become chaotic. When a blizzard shut O'Hare for a weekend in mid-January
Miami International looked like a refugee camp clogged with stranded travelers.

Under normal operating conditions the situation at the airport Is tangled be-
cause of the boom in travel-particularly leisure travel-resulting from the de-
regulation of domestic airline fares and routing. In the rush to cash in on thei
December holiday period, two dozen new routes were opened into Florida des-
tiuntions, and five new domestic airlines-Allegheny, American, North Central,
Ozark and Piedmont-began flying to Florida for the first time.

Sixty-seven scheduled airlines, domestic and international, now operate out
of Miami, and El Al and Lufthansa are scheduled to inaugurate service by April.
At Miami, an airline or charter service does not need permission to land un-
scheduled flights or extra sections. This makes it difficult for the Customs oper-
tion to predict from day to day how many passengers will be streaming through
the gates.

Jan. 7 is known around the cramped custom section at Miami International as
"Black Sunday." Some 7,000 international arrivals were expected; 10,000 actually
landed.

Incoming passengers were in some cases held aboard planes at the gates at
the new international satellite terminal. When allowed to debark, they were
forced to wait for long periods to board buses to the Customs facility at the
main terminal. Next came long lines for immigration checks. Tired and short-
tempered, they were herded Into the Customs area with its three small carousels,
where baggage either spilled onto the floor because there was no one there to
claim it, or where dazed passengers waited endlessly for baggage that had been
delayed somewhere along the backed-up system.

The small facility has only 13 customs inspection belts manned by a maximum
of 24 inspectors-although budget cuts have made it extremely difficult to put
that many inspectors on the line at any given time.

"If we were able to staff our counters fully, at the rate of 30 passengers to
one inspector an hour-standard processing time per passenger is two minutes
once he reaches an Inspector-our maximum capacity Is 720 passengers an hour
at the Miami facility," Mr. Richardson explained. "But we frequently get 1,300
and 1,400 passengers an hour. What this means Is that we have to make the pas-
sengers wait longer or speed up our process to move the passengers faster. We
always opt for the latter or else the complaints would be so bad there would be a
Congressional investigation."
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The Customs facility is so small and the congestion so bad at times that even
funneling people through to pick up baggage would cause long delays, he went on.
In fact, he adds, when the jams present health problems to the fatigued travel-
ers, inspections have been suspended entirely to unclog the airport.

The construction of a new customs facility is under way; it will more than
triple the floor space and increase the number of inspection counters. But there
is no assurance that long delays will be eliminated.

George Spofford, deputy director of the Dade County Aviation Department,
which administers the airport, says: "Customs is under such stringent budgetary
restraint that they're not getting the maximum use out of the existing facility.
I'm not saying they're not doing the best under the circumstances, It's just that
the wh6le service uses antiquated procedures that unnecessarily delay the inter-
national travelers. Immigration is just as bad. They're still looking up the
names of American citizens in big old books that we used in the days of the
clipper ships. We have two different Government services working independently
of each other creating logjams of travelers."

Customs and immigration are currently cooperating on a "one-stop" test pro-
grain at the Philadelphia airport; it consolidates Immigration control and bag-
gage inspection.

Critics, however, contend that only the European "red-green" system can end
what they call the needless delays. Under that system, arriving international
travelers who are citizens of the country being entered escape customs inspection
entirely if they declare they have no duty to pay, and if the customs officials
have no reason to suspect that a search is necessary. Michael Blumenthal, who Is
Secretary of the Treasury is responsible for the Customs Service, is said to favor
such a system.

But this innovation poses problems for other Government agencies concerned
with the flow of narcotics and other illegal substances into the United States.
Miami Is one of the major entry points for narcotics coming from countries re-
garded as major sources of drugs: Jamaica, Colombia, Panama, Mexico, the
Bahamas, Peru, Brazil, Ecuador and Chile.

In January alone, customs officials in Miami arrested 137 travelers carrying
cocaine, 602 with marijuana, 37 with hashish, In addition to making 15 currency
seizures involving $300,000 and 330 merchandise seizures valued at $500.000.
(The drug arrests are for possession of significant quantities of Illegal substances,
according to Customs officials, and do not include Individuals detained momen-
tarily but not charged for possession of small amounts of marijuana.)

"A lot of aliens entering Miami don't look upon smuggling as much of a crime,"
Mr. Richardson said while reviewing the set of problems faced by the Customs
operation here. "Every day we get hundreds of travelers carrying wrapped
packages containing gifts for relatives in the United States and they say they
have no idea what's inside them. It slows everything down."

American travels as a group are sophisticated about packing for trips and
customs declaration, he added. end they therefore resent being held up by slow
lines. He said most American travelers with one suitcase and carrying no hand
baggage are routinely waved through Inspection.

Unnecessary delays are also caused by failure to report all Items on declara-
tion cards; some travelers mistakenly believe that gifts presented to them abroad
do not have to be declared, or that clothing purchased abroad and worn does
not have to be declared.

The biggest problem, as he sees it, remains the scheduling of International
flights into the arrival times between noon and 6 p.m., a landing period favored
by the airlines because it allows passengers to make connections to other Ameri-
can cities so that they will be home In their own bed that night.

Ninety minutes is required for domestic connections with international flights,
which sounds good when booked by a travel agent back home in Cincinnati, but
which has nothing to do with the reality of waiting two to four hours to clear
Customs on a busy weekend afternoon In Miami, or on Thursdays and Fridays,
which can be Just as bad. Connecting flights are missed and the traveler cannot
get out of Miami until the next day, or even later.

The summer months are even worse so far as International flights are con-
eerned, with an average of 8,000 passengers arriving In Miami every day of sum-
mer from June to September, when delays at Customs at the peak afternoon
times average two and a half hours.

The new Customs facility should help improve matters, but It will not be
ready for occupancy until the end of the year.
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So international travels who will be arriving In Miami for the rest of 1979
would be wise to schedule their trips so that they land here on a Monday, Tues-
day or Wednesday, before 11 a.m. or after 6 p.m. If they must travel on the
peak days during peak hours, reservations for connecting flights to other cities
should allow a minimum of three hours to clear Customs, though some lucky
passengers can always manage to hit the holes in the schedules that get them
through the ordeal in less than an hour.

But that is not likely, especially during the summer months ahead. "It's going
to be tough this summer, very tough," said the airport deputy administrator,
Mr. Spofford. "I wouldn't be helping anyone by misleading them about the delays
that face them."

That is one point on which the Customs official, Mr. Richardson, can agree.
"This summer is going to be hell for us and the tourists," he said. "If the over-
seas traveler has a choice, tell him to stay out of Miami between noon and
6 p.m."

LFrom the Los Angeles Times, July 16, 19781

PUSHING, SHOVINo NIGHTMARE: CUSTOMS BECOMING BAD HABIT AT LAX
(By Linda Grant)

Overseas .travelers arriving at the Los Angeles airport these days frequently
endure delays and chaos at customs that leave them bewildered, exhausted and
furious.

"This is horrible," said an outranged Trans World Airlines attendant one day
last week. She was helping 300 passengers, jammed check-by-jowl in the tiny
customs terminal, struggle with heavy bags after an overseas flight. "I've seen
old people burst into tears and cry out that they want to go back home to Europe."

Chimed in a customs inspector, "What a mess. Can you imagine this as a first
impression of the United States?"

The customs crunch builds to a peak each evening from about four to seven,
when up to ten huge Jetliners can arrive from points around the globe ready to
disgorge several thousand passengers.

All too often, however, the U.S. customs facility-built in 1960 to process a max-
imum of 500 people an hour-is so crammed the travelers can't even get off the
plane. They must remain confined to their seats anywhere from a few minutes to
one and a half hours.

When finally released, these people often face a nightmare of pushing and
shoving to reach their bags. Then they must lug them to inspecting tables and
submit to protracted searches.

"We have people screaming at us, cursing, Jumping up and down," says Robert
Iversen, western regional vice president of TWA.

The crush stems basically from three problems. First, competitive airlines
schedule their departures from such tourist centers as London, Paris. Tokyo
and Rio de Janiero, close to one another, at times convenient for passengers.
The result: a battery of them all arive about the same time.

The scheduling jam is aggravated by the unpredictability of international
travel. Flights not only arrive late, they can also arrive early. Although customs,
which assigns landing times on international flights, theoretically spaces arrivals
by 30 minutes, its orderly procedure is constantly overwhelmed by such things
as weather around the globe,

Second, facilities at Los Angeles International Airport have failed to keep
pace with the city's growth as an international airline port. The airport is now
the third-busiest in the world; it processed 28 million people last year. That's
a 28 percent increase since 1972, but it's only part of the story. International traf-
fic has skyrocketed 75 percent during that period to a total of 3.3 million pas-
sengers in 1977. About half are arrivals who must clear customs in Los Angeles.

Despite such hectic growth, the international terminal has remained the same
size it was nearly 20 years ago. The customs area-which must be provided by the
airport-Is about half the size required.

Finally, outmoded customs' procedures, such as searching nearly every pas-
senger's lugga,e only add to the irritation and delay inflicted on travelers.

"The United States has the most antiquated system I've ever seen in my life,"
exclaimed the airport manager of an international airline who asked that he not
be identified for fear his airline might suffer discriminatory treatment. "Last



week a woman returning to the United States came to me, a foreigner, limp
from what she called the rudest welcome home she'd ever experienced. She'd
had a long wait and a thorough search. Customs officials should realize they are
front-line ambassadors."

In response, harried customs officials point out that they are burdened by an
unwieldy duty schedule that requires complex assessments on goods bought over.
seas. They are also entrusted with the interdiction of narcotics-which they
claim are smuggled by such unlikely sorts as the proverbial little old lady. In
addition, they must enforce more than 200 laws administered by 40 agencies
dealing with such goods as stuffed animals, pornography and foodstuffs.

Travelers to Los Angeles have encountered crowds at customs for years,
especially when summer tourism peaked. But last spring an already bad situ-
ation became nearly intolerable.

New cut-rate fares caused airline traffic to explode. During May, Los Angeles
customs processed 135,000 people, a stunning 35 percent Increase over the year
before. To accommodate everyone, airlines have moved to larger aircraft, which
means more people per flight, plus additional planes, which means for traffic.

The situation has led to something of a black comedy at the International
terminal's 10 gates. Several airlines have instructed their captains to beat out
competition for gate space whenever possible, to avoid being sent to a nearby
ramp where they must wait until the others have cleared. Says the airport
manager of the International airline, "We're all in a race for the gates. I've seen
one carrier Just barely nose out another. And you can believe we've instructed
our skippers to get people off these lanes as soon as posible."

TWA recently nosed out a Pan American World Airways plane for the cov-
eted spot, only to learn later that the Pan Am passengers had already suffered
a five-hour delay out of Tokyo. After their 10-hour flight, the exhausted travel-
ers ended up waiting yet another hour and a half Just to get off the aircraft.

Once inside the terminal, passengers confront confusion aggravated by a
construction program begun last January that will eventually increase the num-
ber of people capable of being processed by about 60 percent. At times passengers
must thread their way through a narrow corridor over temporary planks to
reach the only cash register in operation. (Customs occasionally shuts down a
second one.) Construction has cut into the pitifully small space so much that
during the worst times, baggage piles up in front of counters where it was ex-
amined and extends all the way to the exit. Porters can't deal with it all; as a
result people are stuck, unable to climb over the mountain of bags.

The situation may get worse before it gets better. Los Angeles has recently
attracted new service from such airlines as AeroPeru, Air Panama International
and KLM Royal Dutch Airlines. Twenty-five international airlines now fly into
the area and others are sure to follow.

The new arrivals are trying to schedule around peak hours, and many have
agreed to clear passengers at a second customs facility in the Western Airlines
terminal, where charter groups clear. But that area is extremely limited-it has
only two gates, compared with ten at the international terminal-and cannot
significantly ease the strain. In truth, there is not enough space at the airport
to add many more big operators such as Freddie Laker's Laker Airways Ltd.
(originator of the low-cost Skytrain from New York to Britain) which is hoping
to start service in the fall.

In addition, the construction program will not be completed until the end of
1979, which means that confusing conditions will prevail for at least 18 months
more.

Because of soaring traffic, the renovation will only bring the facility back to
overcrowded conditions it faced before construction began. Says an official of
British Airways, "It will be better than nothing. But meanwhile we will go
through two years of agony."

For the present, it appears that none of the three parties to the problem-
airlines, the airport, and U.S. customs-have plans to substantially alleviate the
traveler's burden. Perhaps because no single one of the three is in charge, none is
devising an overall solution.

The airlines say that as long as they must compete for passengers, they will
continue to schedule for convenient departure.

Airport officials say they can only peck away at modifications within the
terminal, because external expansion requires approval by federal and state
environmental authorities. Plans drawn up a decade ago for a new international
airport at Palmdale have been delayed Indefinitely by extensive environmental
studies. A program to enlarge the existing airport has been stymied since 19T2
by similar requirements. According to Los Angeles International Airport Deputy
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General Manager William Schoenfeld, another two and a half to three years will
pas. before any significant expansion at the International terminal can be
completed.

Customs says that by adding 25 Inspectors since June--which brings Its total
to 80--the service has done about all it can. Thomas N. Teela, director of airport
operations for the U.C. Customs Service in Los Angeles, points out that the serv-
ie has recommended changes in U.S. law. It has asked the International Trade
Commission, which establishes duties, to simplify the process by levying a f"at
10 percent rate on all goods. The service has also recommended to Congress that
the value of goods Americans are allowed to purchase abroad be raised from
todays $100 to at least $500.

However, Teela and other customs officials do not endorse procedures that
have made travel in the rest of the world easier and sintpler. With the sn-called
"red light-greeli light" system in Europe, passengers make only an oral tieclara-
tioma. If they declare nothing, they walk out with baggage uninsieted. Spot
checks, with heavy penalties imposed on cheaters, keep travelers honest.

Teela acknowledges the need to speed up procedures. To that end, he says,
customs will Install a new process in Los Angeles this fall that will explite
most passengers with searches of hand luggage only. Those who must be thor-
oughly searched will be pulled out of the express line to a separate area.

For the balance of the summer, however, Teela predicts little relief. "We can't
waive any laws," he says.

Perhaps, the easiest way for Los Angeles residents to escape the customs jam
is to avoid their own airport. "I'll clear customs in Now York, .Seattle, San
Francisco-anywhere but Los Angeles," growls one seasoned traveler.

I From the Los Angeles Times, July 23, 19781
Letters:

TRAVELER'S WORST ORDEAL: LAX CUSTOMS

Will you get letters!!! (Customs Becoming Bad Habit at LAX, Outlook, July
16) Our lax LAX Customs, which is the worst ordeal I have encountered in all
my travels.

As a 73-year-old who goes abroad for months at a stretch, I have several pieces
of luggage. Last July 1, a man actually helped to snare my things, but there was
no room for me to back off to put each one In a row. If a piece goes by, there Is no
sign saying where to look. I found it does not go around again, as at the luggage
drop, but someone has removed It at the end of the line. Then try to wade through
the press of passengers!

After 11 hours in the air, it is a dismal homecoming. I am sad there is no
prospect of improvement so will be obliged to use a different service than TWA,
and will fly to Vancouver and go through customs at Seattle. It couldn't possibly
be worse than LAX, or could it?

P.S.-I am ashamed to invite friends from England to visit me, and have them
go through the agony LAX keeps on presenting. I must tell them to come by a
different route.

Mrs. WILLIAM DxsMAN,
Palos Verdes Estate.

By profession, I am an importer. I have traveled extensively throughout the
world, and passing in and out of United State and foreign customs inspections
is second nature. Since I am based in Los Angeles, I am well familiar with the
problem that exists at LAX.

What was hinted at in Sunday's article, but not fully exposed, is what I con-
sider the main source of aggravation: Rude customs officials who consider the
traveler a guilty criminal until they most begrudgingly prove him innment.
Nowwhere in the world are customs officials as consistently offensive as they are
here.

As an Importer, I totally support our government. My company pays thousands
of dollars In duty every year for the privilege of purchasing merchandise over-
seas. I am certainly not going to Jeopardize my business and career by failing to
declare anything I bring through a border. Yet, every single time I go through
LAX I get harassed. My last experience coming through was sad: The customs
official, who suspected me from across the room, came over and escorted me off
to two women who then turned my sox inside out, counted my money, checked
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the soles of my shoes, etc., and did not even consider the idea of finishing the Job
of going through my hag!

The problem of overcrowding at LAX is secondary-that exists at many other
American airports. The trouble here is with Inefficient officials who carry nasty
chips on their shoulders, and feel as though they have to make the travelers
wrong so they can be right. What Customs officials (at LAX) ought to do, per-
haps, is step aside for a moment and look to see who's buttering their bread.
A little humility on their part would go an awfully long way.

MICHELE MARON, Los Angeles.

[Whereupon, at 12:15 p.m., the subcommittee recessed, to reconvene
at the call of the Chair.]

[By direction of the chairman the following communieations were
made a part of the hearing record:]

STATEMENT OF THE AMERICAN IMPORTERS ASSOCIATION

The American Importers Association (AIA) welcomes the opportunity to offer
comments on the authorization of appropriations for the U.S. Customs Service
for fiscal year 1980.

The American Importers Association is a nonprofit organization formed In
1921 to foster and protect the Importing business of the United States. As the
only association of national scope representing American companies engaged in
the import trade, AIA is the recognized spokesman for importers throughout the
nation. At present, AIA Is composed of nearly 1,300 American firms directly or
indirectly involved with the importation and distribution of goods produced out-
side the United States. Its membership includes Importers, exporters, import
agents, brokers, retailers, domestic manufacturers, customs brokers, attorneys,
banks, steamship lines, airlines, insurance companies, and others connected with
foreign trade.

In this statement we will address two issues: (1) The need to increase Customs
resources and personnel to match the growing volume of trade and the continuing
expansion of Customs workload mandated by Congress and the President; and,
(2), OMB's proposal to require the deposit of duties at the time of entry in viola-
tion of the spirit, if not also the language, of Public Law 95-410, the Customs
Procedural Reform and Simplification Act of 1978.

1. THE CUSTOMS SERVICE RESOURCE REQUIREMENTS

There is no need to describe to this committee the continued growth of both
Imports and exports for the United States. As trade has expanded (more than
three million separate entries were made in 1978), many new statutory respon-
sibilities have been placed on Customs. New Orderly Marketing Agreements have
been put in place (for televisions, footwear, and renewed textile agreements) ;
new goods have come under quota (specialty steel) ; new control programs have
been put into effect (chronic and chrome products from Rhodesia, fees on sugar
and sugar products) ; greater demands are being made for statistical accuracy
(more than 2,000 entries a month are returned to Customs for correction, accord-
ing to Census) ; and entirely new laws with attendant Customs responsibility
have been passed (e.g. Toxic Substances Control Act, Endangered Species Amend-
ments). Not only has the number of antidumping, countervailing duty and escape-
clause cases balooned, but the cases have become increasingly more complex, and
Congress is now considering drastic reductions in the tine available for Customs
to make the necessary investigations.

With this increased workload. Customs should have been permitted to increase
its allocation of manpower and resources for normal trade-oriented functions.
Just the opposite has happened. What few Increases in funding and employment
for Customs have been allowed are disproportionately directed to smuggling
and drug-related enforcement functions.

Among all federal agencies, only Customs acts as a direct participant in Inter-
national commercial transactions. To the extent that Customs has the resources
to act on those transactions in an expeditious and predictable manner, it facili-
tates trade; to the extent It must delay any of its required responses. it imipees
commerce. At a certain point it delays can become a nontariff barrier and actually
Impede economic growth in this country.
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In this context we are disturbed that Customs' proposed budget does not
allow for an increase in personnel to handle the expansion of trade and Customs'
administrative mission. Since we believe that Customs' commercial side should
be groWing, we are dismayed to hoar reports that both Ieadquarters' commercial
personnel allocations and the number of commodity specialists in the ports are
being reduced substantially. These cutbacks only exacerbate the problems im-
porters now have in obtaining timely rulings, expeditious transaction processing,
and adequate attention to appeals. Numerous meritorious projects Customs has
initiated or contemplated for improving its efficiency and enlarging its ability
to counsel and serve Importers reportedly are being put aside as Customs reallo-
cates its manpower solely to keep current on its most pressing functions. The
American economy, the American businessman, and the American consumer, as
well as Customs, are the victims of these budgetary cutbacks.

Congress has heard much of the Customs Service's needs on the enforcement
side in past years. Little mention has been made of the need to provide adequate
staffing on the commercial side. Customs has never been flush with personnel to
accomplish the many difficult and technical tasks involved in processing inqports.

We urge this committee to consider seriously increasing the Customs Service
budget for executing its commercial mission. To this end, we stand ready to
provide as much information and assistance as you find useful, now and In
the future.

11. EARLY DEPOSIT OF DUTIES AND P.L. 95-410

These general comments are directly related to our second, more specific,
issue. Subsequent to the passage of Public Law 95-410, the Customs Procedural
Reform and Simplification Act of 1978, the President's Office of Management
and Budget proposed that the Customs Service collect estimated import duties
and related charges either at the time imported merchandise is released from
Customs custody or within three days of release. This proposal, which OMB
suggests will save tile Government $7.3 million annually in interest costs, is
one sided in its approach and outrageous in the timing. Not only does it fail
to consider the resultant costs of its implementation both to the Government
and to the importing community but it flies directly in the face of the Congres's
recent directive In Public Law 95-410 that Customs modernize its duty collec-
tion procedure.

AIA has prepared a detailed memorandum for the Office of Management and
Budget which covers the major arguments against OM's proposal. That meno-
randum and OMB's response dated January 22, 197D, is included with this writ.
ten statement.

OMB's proposal has several major faults. First, AlA does not need to tell
this committee that this proposal does not correspond to the modernized! sys ,tm
for processing merchandise and collecting duties which the Comgress had ii mitid
and authorized in Public Law 95-410.

Second, OM1B's proposal carries an alarming potential for disrupting umm-
merce. For estimated duties to be collected prior to release means thilt detailed
information relating to the classification and appraisement of imported nierchman-
dise be available when entry is made so that the amount of duty collected is as
nearly qs possible correct, that is, sufficient hut not excessive. Unfortunately,
the documentation which carries this information rarely is at hand whell the
goods are released. Customs recognized this problem years ago when it adopted
its "Inmmediate delivery" system for use on most shilinients. If du1ities llust be
deposited upon release or even within 3 to 5 (lays after release, importers will
be able to comply only by delaying the filing of tile entry. This ineans that
goods will have to be left on the docks for longer periods of time thus in-
creasing the opportunities for pilferage and spoilage. In addition. the importer
will incur increased 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 tile government
will realize.

The U.S. Government exists to serve the American people and not as an end
in itself. While Customs primary mission is to collect custoils duties and enforce
applicable regulations, it must perform this mission in a manner which balances
competing needs of the American people including American companies. While
It properly should perform Its mission at the lowest possible cost, sometimes costs
must be incurred to allow its actions to be as minimally disruptive as possible.
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It is in this sense that government cannot always perform with the same eye to
a balance sheet as a corporation. AIA suggests that the loss of this relatively
small amount that 0MB Is trying to save, is one of these costs. OMB, in urging
this proposal, is not only being "penny wise but pound foolish." It is also dis-
regarding this service side of the government's function. We feel that this $7.3
million is a necessary cost of governing. To disrupt the commerce of the United
States at high cost merely to save this amount Is to do a disservice to a large
segment of American business.

Third, we do not see how this proposal can be administered by Customs with-
out resulting in a need for more Customs personnel. Customs is now struggling
with too few people. The proposal will only make it more difficult for Customs
to properly administer its increasing responsibilities.

In our memorandum we also discuss why we Ielleve the propo.al may not
materially improve Customs' cash management position and will probably rest
in a net revenue loss. Lastly, but perhaps of ultimate imlisrtance today. the
proposal is certain to add to existing inflationary pressures. If $7.3 million is
accurate, 0MB merely shifts this cost to Importers and brokers. where it will
be "marked tip" for profit and overhead at each stage in the manufacturing and
distribution chain. The Inflationary impact of this shift, therefore, is many
times greater than the government's interest cost.

We would like to respond at this point to the reasons OMB gave us for colt-
tinuing to advocate this proposal.

0MB relies on out-of-context statements in the legislative history of I'ublic
Law 95-410 to argue that their proposal is consistent with the piurIxe of the
act. It is our understanding, however, that the Congress was anxious Yor
Customs to review their internal cash management procedures. Custoiis has
taken several internal actions which have resulted In earlier deposit of mnoneys
collected. OMB's proposal, however, addresses an external cash management
function on which Congress had already given Customs a contrary mandate.

It is also our understanding that while section 103 of Iblic Law 95-410 per-
mits Customs to require'the deposit of estimated duties at any time from time of
entry to some time up to 30 days after entry, Congress enacted that language
to extend the time in which Customs could require the deposit and Implement
its proposed Automated Merchandise Processing System (AMPS). To read that
section as meaning that the time for deposit was to be shortened makes the
extension of the previous 10-day maximum to 30 days utterly meaningless.

0MB further relies on a report of the Comptroller General to buttress its
arguments. That report, however, does not discuss any of the problems we raise
in our memorandum. At best it only repeats the one-sided dollar calculations
on which OMB bases its proposals. It certainly is not a balanced cost-benefit
analysis.

OMB states that the documentation available for making entry is sufficient for
calculating accurately the estimated duties. That assertion is simply not true.
Congress recognized this problem when it enacted Public Law 95-410. Customns
also has long acknowledged this fact tinder Its old "Immediate delivery" system
and carries forth this recognition in the regulations it proposed to implement
Public Law 95-410. Such documentation is to be filed within 10 days after entry
when the so-called "entry summary" is filed. OMB's sfatement demonstrates
graphically its lack of understanding of the entire entry procedure and of the
realities of international trade.

Finally OMB states that it does not intend to hinder or delay trade. Again it
fails to perceive the mechanics of the process. As we stated before, without ade-
quate documentation at hand, the importer can only postpone entry until he
knows he can provide adequate information. This delay Impedes the movement
of goods. AMPS, Customs' new automated entry procedure, authorized by Con-
gress in Public Law 95-410, anticipates separating duty payment from the entry
amnd movement of goods. This was to be accomplished by a later, not an earlier,
deposit of duties. Moving the deposit date forward In the process only binds it
more tightly to the process of entry and to the movement of goods.

The House Ways & Means Trade Subcommittee considered OMB's proposal
in the context of Public Law 95-410 during its authorization hearings for the
Customs Service last February. Its report on the authorization bill contains lan-
guage criticizing the OMB proposal for contravening the intent of Public Law
95-410, as follows:

Such a proposal, If implemented, would amount to a disregard of clear
legislative intent, as well as a contradiction of testimony presented before
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the Trade Subcommittee last Congress. The committee wishes to state its
strong disapproval of such a proposal, and that it will not accept any altcrna-
tive collection scheme which violates the spirit of Publio Law 95-410.

(Authorization of fiscal year 1980 Appropriations for the U.S. International
Trade Commission and the Customs Service, H.R. Rep. No. 90-2, March 21,
1979, at 10.)

AIA is encouraged by that statement and asks this committee to adopt an
emphatic reaffirmation of intent for Public Law 95-410 so that this regressive
proposal, or alternative proposals along this line, is ensured the burial it deserves.
We feel that much of the enormous amount of time and thought that this com-
mittee and the Congress expended in the enactment of Public Law L-410 will
be made meaningless if this proposal is put into effect. We are asking you today
to hell) ensure that the purpose of Public Law 95-410 be carried out.

I1. CONCLUSION

We have referred throughout this statement to the importance of providing
Customs adequate resources to deal with their ever increasing mission and
workload. We appeal to this committee to keep in mind when reviewing Customs'
budget the enormous task Customs has in verifying the classification, valuation
and documentation for more than three million entries of more than $150 billion
worth of merchandise. Customs has done an extraordinary job in keep-
ing trade flowing, given all of its many responsibilities and problems. We urge
the committee to assure that the resources and manpower will be available to
continue that service, as trade volume grows ever-larger, and ever-more impor-
tant to our economy and to the world.

CoLLxLCrow or CuSTOMs Du-rms

The Office of Management and Budget ("OMB") has proposed that the Cus-
toms Service collect all import duties and related charges at the time imported
merchandise 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 personnel;
(4) not materially improve Customs' cash management;
(5) probably result In a net revenue loss; and
(6) add to Inflationary pressures.

NULLIFY INTENT OF CONOESS

It is ironic that this proposal surfaced just 30 days after President Carter
signed the Customs Procedural Reform and Simplification 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 finan-
cial aspects of import transactions. Congress changed the law specifically to give
Customs the authority to separate the flow of documents from the actual collec-
tion of money. This change was deemed necessary to permit Customs to cope with
the dramatic increase in the number of importations which it must process. 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 achieve this objective.

Prior to its amendment by the act, section 484 of the Tariff Act of 1930 (19
U.S.C. § 1484) requrled that estimated duties be paid prior to release of mer-
chandise from Customs' custody and within 5 days of arrival. However, for its
own convenience and to facilitate the movement of goods, the Customs Service
under its "immediate delivery" procedure has been permitting imported mer.
chandise to be released from Customs custody up to 10 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 com-
pletely divorces the movement of imported merchandise and paperwork from the
payment .f duties and permits the deposit of estimated duties at a time, not
exceeding 30 days, subsequent to entry or release. The purpose of this provision,
which wa 4 closely and extensively studied by Congress over a 3-year period, is
to permit Customs to handle import transactions more efficiently by abandoning
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the traditional entry by entry approach to import processing and by adopting
periodic payments and reconciliations. (S. Rep. No. 95-778, 96th Congress, second
sess. 5-11 1978). The 0MB proposal runs directly contrary to the will of Congress.

DISRUPTION OF COMMERCZ

The most alarming element of the 0MB proposal is its potential for disrupt-
Ing 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 classifi-
cation 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 Customs 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 procedure in which all necevsary doctu-
ments 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
appraisement information usually are not at hand when the goods are available
for release. (Indeed, this unavailability of entry documents was a primary reason
for abandoning the live entry approach.) The immediate effects of implementa-
tion of the OMB proposal are frightening. Customs now processes more than
four million entries annually. As more time is taken with each entry before per-
mitting its release, merchandise will become piled up in the ports. This conges-
tion, 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 0MB
proposal.

The almost certain result of a reversion to "live" entries is delay.' The docu-
ments which contain the classification and appraisement information usually
are not at hand when the goods are available for release. Indeed, this unavail-
ability 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 immzedi-
ate result of the OMB proposal.

That Customs will be forced to review entry documents in some depth prior
to release will add to the disruption of commerce. Past experience suggests that
as many as 25-30 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 conges-
tion will be made even worse. Furthermore, Customs personnel will be under
intense pressure to expedite review of the documents. This will mean either a
less intensive entry review, thereby endangering the revenue, or an increase in
Customs manpower to handle the workload.

CUSTOMS PERSONNEL

If the time required to process these corrected documents is as little as 5 per-
cent 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 been directed to

'See Bureau of Customs, "Mission Organization Management" pp. vl-4, 7 (1964) (Tbe
"Stover Report"). The Stover Report recommended that duties be accepted subsequent to
release as a means of improving Customs efficiency.
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reduce staffing levels. In view of the widespread public and congressional concern
about the Service's ability to discharge its many statutory responsibillties with
Its current resources, any proposal which would require extra manpower and
binder efficiency must be subjected to a detailed cost-benefit analysis. Further,
a return to live entries is likely to result in many more "change" liquidations,
an additional drain on Customs' limited resources, and an additional cost to
Importers.

CASH MANAGEMENT

The purpose 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 proce-
dures-2 to 4 days after the aircraft or vessel arrives. However, as is pointed
out above, the requirement that estimate 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 occurring 5 to 10 days qfter the aircraft or vessel arrives. Thus, the govern-
ment will not necessarily receive duty payments earlier in any absolute sense.
Payment 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 (liquida-
tions with increases or deductions from the estimated duty which was deposited),
the proposal's "savings" become illusory.

If only all 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 greater than processing a no change liquidation. Assuming 4
milUon entries in 1979 the additional cost to the government 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 per occasion. The attendant costs are far greater than simply a bank
deposit charge or the cost of typing a check. These estimates indicate an addi-
tional 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 Im-
porters, customs brokers, stevedores, warehousemen, and truckers and its re-
lation 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 im-
porters, federal Income tax revenue could be reduced by more than five times
the estimated $9 million of annual interest cost savings. Imports in 1979 are
likely to reach $150 billion; a one one-thousandth 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 significantly exceed estimated
savings since the additional costs would reduce profits by an equal amount and
therefore reduce income taxes due. Assuming an average profits tax rate of
35 percent a $9 million interest cost savings 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

INFLATIONAY IMPACT

It must be pointed out that the Increased expense to business will not be
absorbed by importers where it can possibly be passed on to retailers and con-sumers. Whether these costs are occasioned by the interest expense of earlier

payments or by Increased administrative expenses, they will be Included in the
cost of merchandise multiplied by overhead and profit and then multiplied 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 industrial goods, by the time the import reaches the
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ultimate consumer, for example, Imported 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
comparable Increases In domestic prices thereby exacerbating the Inflationary
spiral.

Assuming a $150 million increase In the total cost if 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" of $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 credit-
worthy importers cannot take possession of their goods pilor to filing necessary
documents and paying duties. The OMB proposal would abandon this common-
sense approach to the detriment of all concerned.

It is suggested that most effective resource management activity now available
to the Customs Service is the installation of the Automated Merchandise Process-
ing System (AMPS). The Congress recognized the desirability of proceeding with
this program in passing the Customs Procedural Reform and Simplification Act,
and accepted the attendant selmration 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 pro-
cedures and its statistical reporting on the approximately $150 billion annual
Import total will contribute more to government's quest for budgetary efficiency
than reimposition of "cash on the barrelhead" duty collection procedures.

ExEcUrTvE OFFICE OF THE PRESIDENT,
OFFICE OF MANAGEMENT AND BUDGET,

Washington, D.C., Jan uary 22, 1979.
Mr. GERALD O'BRIEN,
Executive Vice President,
American Importers Association Inc.,
420 Lexington Avenue,
New York, N.Y.

DEAR MR. O'BarN : Thank you for your letter of December 19, 1978, concerning
the cash management proposal of the U.S. Customs Service and the reorganiza-
tion project.

You state that our cash management improvement proposal Is contrary to the
intent of the Customs Procedural Reform and Simplification Act of 1978. You also
state that our proposal may disrupt the flow of commerce and retard the flow of
imported goods. Since you note that the earlier payment of duties is not the
primary objection to the proposal, let me take this opportunity to address your
other concerns.

The earlier collection of estimated duties is consistent with the intent of the
Act. First, in Senate Report 95-778, the committee, In discussing the time for
deposit of estimated duties, expressed concern about the possible imputed interest
cost of the system to the government and stated "for this reason, the committee
expects Customs to review its cash management procedures." Secondly, that same
Report stated, "the House bill would permit the deposit of estimated duties either
at the time of making entry or at some time within 30 days after entry, as
prescribed by regulation." Finally, the Report stated, "an entry will consist of:
(a) a document similar to the current immediate delivery release (b) a com-
mercial invoice, (c) a packing list where appropriate, and (d) other documents
which may be required on a particular shipment. Thus, the current immediate
delivery procedures become the 'entry procedure'." The General Accounting Office
(GAO) in a report, "Import Duties and Taxes: Improved Collections, Account-
Ing, and Cash Management Needed," dated August 21, 1978, suggested, as do we,
that the estimated duty payment be made at time of immediate delivery release
or an assessment of interest be made from that polnt until payment. Further,
the documentation for the immediate delivery procedure is sufficient for com-
puting the estimated duty.
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We agree that payment of duties can and should be separate from th move-
ment of the goods as was Intended under the Act. We, therefore, feel that the
immediate delivery release should continue so as not to affect movement of the
goods. The earlier collection applies to the initial payment of duties, which is an
estimate and does not In any way dictate a hindrance or slowing of trade. As you
know, the Automatic Merchandise Processing System (AMPS), which was a
central feature of the Act, provides for the collection of duties and movement of
goods as separate events. Therefore, the estimated collection can occur at any
time In the AMPS cycle with a periodic reconciliation of the estimate to actual
and "settling-up" of the difference. The estimated collection followed by the
periodic reconciliation is addressed extensively in the Act and the legislative
history.

Again, thank you for your interest.
Sincerely,

JOHN P. WHITE,
Deputy Director.
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