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OVERSIGHT OF THE U.S. CUSTOMS SERVICE

THURSDAY, MAY 15, 1997

HOUSE OF REPRESENTATIVES,
CoMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON TRADE,
Washington, DC.
The Subcommittee met, pursuant to notice, at 2:05 p.m., in room
B—318, Rayburn House Office Building, Hon. Philip Crane (Chair-
man of the Subcommittee) presiding.
[The advisory announcing the hearing follows:]

@)



ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON TRADE

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
May 1, 1997
No. TR-6

Crane Announces Hearing on
Oversight of the U.S. Customs Service

Congressman Philip M. Crane (R-IL), Chairman, Subcommittee on Trade of the
Committee on Ways and Means, today announced that the Subcommittee will hold
a hearing on oversight of the U.S. Customs Service. The hearing will take place on
Thursday, May 15, 1997, in room B-318 Rayburn House Office Building, beginning
at 2:00 p.m.

Oral testimony at this hearing will be from both invited and public witnesses. Any
individual or organization not scheduled for an oral appearance may submit a writ-
ten statement for consideration by the Committee or for inclusion in the printed
record of the hearing.

BACKGROUND:

The Customs Modernization Act was enacted as part of the North American Free
Trade Agreement implementing legislation in December 1993 (P.L. 103-182).
Through passage of this Act, the Committee provided the Customs Service with the
necessary tools to successfully redesign its processes for the 21st Century. Specifi-
cally, the Act allowed Customs to develop a fully-automated commercial environ-
ment, redesign and restructure its core business-related activities, and reevaluate
the culture and work practices of its employees.

Pursuant to this legislation, the Customs Service announced a major reorganiza-
tion and modernization plan in September 1994. The original goals stated by Cus-
toms for its reorganization effort were to make the agency more effective, improve
management practices, and secure more stable sources of funding such as user fees.
The plan itself included initiatives to concentrate services at ports of entry, restruc-
ture and reduce staffing at headquarters, eliminate regional and district offices, es-
tablish Customs Management Centers to manage field operations, and establish re-
gional Strategic Trade Centers to target trade-enforcement efforts.

The Subcommittee held hearings on the progress of the Customs Service reorga-
nization and modernization efforts in January 1995. Extensive legislative and over-
sight review by the Subcommittee eventually led to passage of the Miscellaneous
Trade and Technical Corrections Act of 1996 (P.L. 104-295) , which was signed by
the President on October 11, 1996. This Act made several important corrections to
the Customs Modernization Act by improving Customs’ ability to facilitate trade.

On March 11, 1997, the Subcommittee held a hearing on the Budget Authoriza-
tions for fiscal years 1998 and 1999 for the U.S. Customs Service, as well as the
Office of the U.S. Trade Representative, and the International Trade Commission.
The Subcommittee received testimony from representatives from the business and
trade community. Much of the testimony concerned the operations of the Customs
Service.
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Customs continues to work on the detailed regulatory and operational efforts re-
quired to implement the massive organizational change required by the Customs
Modernization Act.

In announcing the hearing, Chairman Crane stated: “l applaud Commissioner
Weise's work in implementing the Customs Modernization Act so that Customs is
prepared to address trade and enforcement issues in the coming century. This hear-
ing will allow the Subcommittee to assess how well Customs has reallocated its re-
sources. | am also interested in the status of the various regulatory packages which
Customs has rewritten pursuant to the Customs Modernization Act. It is imperative
that the Subcommittee work with Customs to reduce the burden of Customs regula-
tions not only on legitimate imports, but also on our strong and growing export sec-
tor.”

FOCUS OF THE HEARING:

The hearing will provide both Customs and the trade community with an oppor-
tunity to identify for the Subcommittee the status, progress, and concerns related
to the changes Customs has made pursuant to the Customs Modernization Act and
the reorganization. Other areas of inquiry may include Customs Officers Pay Re-
form Act, user fees, and the allocation of inspectors, Special Agents, and other per-
sonnel resources. In addition, the Subcommittee is interested in Customs’ role in
interdicting illegal narcotics, as well as its anti-money laundering activities. Specifi-
cally, the Subcommittee is concerned about Customs methods for measuring the ef-
fectiveness of its efforts in the drug war.

DETAILS FOR SUBMISSIONS OF REQUESTS TO BE HEARD:

Requests to be heard at the hearing must be made by telephone to Traci Altman
or Bradley Schreiber at (202) 225-1721 no later than the close of business, Wednes-
day, May 7, 1997. The telephone request should be followed by a formal written re-
quest to A.L. Singleton, Chief of Staff, Committee on Ways and Means, U.S. House
of Representatives, 1102 Longworth House Office Building, Washington, D.C. 20515.
The staff of the Subcommittee on Trade will notify by telephone those scheduled to
appear as soon as possible after the filing deadline. Any questions concerning a
scheduled appearance should be directed to the Subcommittee on Trade staff at
(202) 225-6649.

In view of the limited time available to hear witnesses, the Subcommittee may
not be able to accommodate all requests to be heard. Those persons and organiza-
tions not scheduled for an oral appearance are encouraged to submit written state-
ments for the record of the hearing. All persons requesting to be heard, whether
they are scheduled for oral testimony or not, will be notified as soon as possible
after the filing deadline.

Witnesses scheduled to present oral testimony are required to summarize briefly
their written statements in no more than five minutes. THE FIVE-MINUTE RULE
WILL BE STRICTLY ENFORCED. The full written statement of each witness will
be included in the printed record, in accordance with House Rules.

In order to assure the most productive use of the limited amount of time available
to question witnesses, all witnesses scheduled to appear before the Subcommittee
are required to submit 200 copies of their prepared statement and a 3.5-inch disk-
ette in WordPerfect or ASCII format, for review by Members prior to the hearing.
Testimony should arrive at the Subcommittee on Trade office, room 1104 Longworth
House Office Building, no later than Monday, May 12, 1997. Failure to do so may
result in the witness being denied the opportunity to testify in person.

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE:

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit at least six (6) copies of their statement and
a 3.5-inch diskette in WordPerfect or ASCII format, with their address and date of
hearing noted, by the close of business, Thursday, May 29, 1997, to A.L. Singleton,
Chief of Staff, Committee on Ways and Means, U.S. House of Representatives, 1102
Longworth House Office Building, Washington, D.C. 20515. If those filing written
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statements wish to have their statements distributed to the press and interested
public at the hearing, they may deliver 200 additional copies for this purpose to the
Subcommittee on Trade office, room 1104 Longworth House Office Building, at least
one hour before the hearing begins.

FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written statement
or exhibit submitted for the printed record or any written comments in response to a request
for written comments must conform to the guidelines listed below. Any statement or exhibit not
in compliance with these guidelines will not be printed, but will be maintained in the Committee
files for review and use by the Committee.

1. All statements and any accompanying exhibits for printing must be typed in single space
on legal-size paper and may not exceed a total of 10 pages including attachments. At the same
time written statements are submitted to the Committee, witnesses are now requested to submit
their statements on a 3.5-inch diskette in WordPerfect or ASCII format.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub-
lic hearing, or submitting written comments in response to a published request for comments
by the Committee, must include on his statement or submission a list of all clients, persons,
or organizations on whose behalf the witness appears.

4. A supplemental sheet must accompany each statement listing the name, full address, a
telephone number where the witness or the designated representative may be reached and a
topical outline or summary of the comments and recommendations in the full statement. This
supplemental sheet will not be included in the printed record.

The above restrictions and limitations apply only to material being submitted for printing.
Statements and exhibits or supplementary material submitted solely for distribution to the
Members, the press and the public during the course of a public hearing may be submitted in
other forms.

Note: All Committee advisories and news releases are available on the World
Wide Web at ‘HTTP://WWW.HOUSE.GOV/WAYS__MEANS/'.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—-225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

—

Chairman CrRANE. The Subcommittee will come to order.

Welcome to the Trade Subcommittee’'s hearing on oversight of
the U.S. Customs Service. The history of the Customs Service is
closely intertwined with that of the Ways and Means Committee.
While Customs revenue are no longer the primary source of reve-
nues for our Nation, we rely on Customs to interdict illegal narcot-
ics and enforce our trade laws at the border.

In keeping with the traditionally close relationship between the
Committee and the Customs Service, we have worked with Com-
missioner Weise over the past several years on many of the same
issues in the Customs area. First, we have sought to reduce the
burden on American business and industry of the regulations being
promulgated by the Customs Office of Rules and Regulations pur-
suant to the Customs Modernization Act.
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One of best ways to reduce this regulatory burden is for Customs
to computerize its import-export processes. Computerization will
also improve Customs’ ability to target and interdict fraudulent im-
ports. We must get a handle on the problem of the transshipment
of counterfeit products which threaten the health and safety of the
American people, and we must protect America’s children from
drug smugglers by taking the profit out of their business.

The Ways and Means Committee has already acted through the
authorization process to increase the number of Customs special
agents, particularly those dedicated to antimoney laundering activi-
ties. Protecting our children from the threat of drugs means prop-
erly staffing and compensating the men and women who protect
our borders.

In 1993, the Trade Subcommittee helped pass the Customs Offi-
cer Pay Reform Act, which sought to eliminate longstanding waste
and abuse of overtime. Yet it still provided Customs inspectors
with the most generous overall compensation package of employees
in the Federal Government. Unfortunately, the practical outcome of
certain labor arbitration decisions governing the application of the
act are unconscionable. For example, Customs inspectors may be
paid premium pay and overtime pay for hours scheduled but not
worked due to annual leave or sick leave. | firmly believe, as does
the administration, that the law requires Customs inspectors to ac-
tually work for any premium pay earned. | also believe the Cus-
toms and National Treasury Employees Union should undertake a
comprehensive review of the partnership agreement and share that
information with this Subcommittee.

I would now like to recognize our distinguished Ranking Mem-
ber, Mr. Matsui, for any statement he would like to make.

Mr. MAaTsul. Thank you very much, Mr. Chairman.

I would like to join you in welcoming Commissioner Weise and
other witnesses to the hearing on the oversight of the U.S. Customs
Service. This will probably be the final appearance of Commis-
sioner Weise before this Subcommittee. As we all know, Commis-
sioner Weise has announced his retirement effective some time this
summer.

As Chairman Archer, Chairman Crane, Ranking Member Rangel
and | wrote in a recent letter to Mr. Weise, he has been one of the
finest commissioners in the long history of the Customs Service.
His leadership and professional integrity have set the standards for
the Customs Service for years to come. After 25 years of public
service, of which some was on this Ways and Means Committee’s
Trade Subcommittee, he can leave his official duties in the knowl-
edge that he has earned the respect and admiration of this Com-
mittee and the public at large.

Mr. Chairman, | would like to enter a copy of our letter to Com-
missioner Weise in the record of this hearing.

Chairman CrANE. Without objection.

Mr. MaTsul. Thank you.

[The information follows:]
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The Honorable George G. Weise
Commissioner

U.S. Customs Service

1301 Constitution Ave., NW
Washington, DC 20229

Dear George:

It is with a sense of regret that we received news of your decision to retire as
Commissioner of the U.S. Customs Service. You have been one of the finest Commissioners in
the long history of the Customs Service.

We recognize the difficult task you have faced in leading the Customs Service in
interdicting illegal trade, while processing the imports and exports on which our country relies.
At the same time you have taken the historical step of carrying out a comprehensive plan for
modernizing and reorganizing Customs. Your leadership and professional integrity have set the
standard for Customs for years to come. As we have stated in the past, we feel that you have
been one of the Clinton Administration’s finest appointments. At the same time, we admire your
decision to dedicate more time to your family.

After twenty-five years of public service to our Nation, you can leave your official duties
confident in the knowledge that you have earned the respect and support of the Ways and Means
Committee.

Sincerely, /‘
) W

Bill Archer
Chairman
Ways and Means Committee

Ranking Minority Member .
Subcommittee on Trade Subcommittee on Trade



Mr. MaTsul. As we all know, the Customs Service and its over
18,000 employees perform a variety of tasks that are essential to
the economic health of this country. Its diverse mission includes
collecting duties, taxes and fees on imports, enforcing laws in-
tended to prevent unfair trade practices, and protecting public
health by interdicting narcotics and other hazardous goods before
they enter into the country.

Customs is the source for trade statistics on imports used in
monitoring and formulating trade and public policy, which is the
primary responsibility of this Subcommittee. In recent years, much
has been done both legislatively and administratively to prepare
the Customs Service for the challenges of the 21st century. Most
notably, the Congress passed the Customs Modernization Act as
part of the North American Free Trade Agreement, NAFTA. This
act was drafted by this Subcommittee.

Administratively, the Customs Service under Commissioner
Weise's bold leadership has formulated and implemented a com-
prehensive reorganization plan. Most recently, Customs has taken
new initiatives to improve its drug enforcement and antimoney
laundering capacities. | look forward to hearing the testimony in
this hearing of Commissioner Weise, and other witnesses, on these
and other issues today.

Mr. Chairman, | believe this hearing is important and timely of
the Customs operations, and | look forward to working with you on
the Subcommittee on the legislative matters and oversight rec-
ommendations that might result from this hearing. And again, |
would like to thank Commissioner Weise for all his work over the
years, 25 years of public service, and certainly we wish him well
and congratulate him.

Chairman CraNE. Today, we will hear from a number of distin-
guished witnesses, but our first witness, of course, will be George,
and George recently did announce that he is retiring at an early
age after nearly two decades of service with the Federal Govern-
ment. Your leadership on Customs is going to be sorely missed, and
welcome back to the Subcommittee.

STATEMENT OF HON. GEORGE J. WEISE, COMMISSIONER, U.S.
CUSTOMS SERVICE

Mr. WEeise. Thank you, Mr. Chairman, and | wish it were a real
retirement. It is kind of a change of careers. It is an official retire-
ment from the government’s standpoint, but I am going to need an-
other career before | can really retire.

Thank you so much for those kind words. Clearly, whenever | re-
turn to this room and return to appear before this distinguished
Subcommittee, having spent a substantial portion of that 25 years
on the other side of this dais, it always gives me a great sense of
feeling at home, and | have learned so much from the Members of
this Subcommittee and very much about the importance of public
service and trying to do the best you can with the resources that
you are given, to give the American people back what they deserve.
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I know you have a number of witnesses today. | have a detailed
statement that | would ask to be included for the record. 1 would
like to make some brief remarks and as quickly as possible, get
into a dialog and discussion with you and Members of the Sub-
committee on issues that are of concern to you.

Chairman CrANE. Without objection, so ordered.

Mr. WEISE. Thank you.

I guess | could say that | do sit before you having looked back
at the last 25 years, but in particular the last 4 years, with a great
sense of what the people of the Customs Service have been able to
accomplish with the assistance and support all the way of this Sub-
committee.

This Subcommittee, as you said, has had a long association with
the Customs Service. Throughout my career | have seen that you
have led by example, you have attempted to provide the tools nec-
essary to get the job done and clear guidance on how we could bet-
ter serve the American people. When | look back and see where we
were 4 years ago and where we have come, | have a great deal of
pride, not so much in my accomplishments, but of the fine men and
women of Customs who have been able to work with the tools you
have provided them through the Customs Modernization Act,
which was absolutely essential.

But second, if you recall 4 years ago when | took this position,
the Customs Service, in my judgment, was in need of tremendous
restructuring. It had been more than 30 years since the last re-
structuring. We were so much distrusted in the Congress, not in
this Subcommittee, but our annual appropriation bill forbade us
not only from reorganizing and restructuring, but forbade us from
spending one nickel of our appropriations on even studying wheth-
er we needed to reorganize.

Frankly, we have, with your help, been able to remove that im-
pediment and restructured the Customs Service. We have elimi-
nated district offices. We have reduced the size of our head-
quarters, we have tried to do everything in our power. We called
it “People, Processes and Partnership,” a look at not only the way
we are structured, but the way we do our work and tried to identify
what our core process and core missions were and how we could
work together in business community and the people who count on
us to do our jobs better. | think if you look at what we were able
to achieve in the course of this 4 years, you also would be proud
of where we have come.

There are witnesses that will appear later that have some con-
cerns about the timeliness and whether certain things have come
far enough fast enough. | think those are important issues for dis-
cussion, and | think that that is something that we do need to re-
commit ourselves to: to coming through on some additional provi-
sions. But we have come a long, long way.

Another area that needs to be looked at in terms of what we
have accomplished in the last 4 years is our own financial house.
This was in such disarray that when we had our first audit in 1993
by the General Accounting Office, our books and records were in
such bad shape that they couldn't even audit them. They basically
gave us a disclaimer under the Chief Financial Officers Act. That
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means we can’'t even give you an opinion, the books are in such bad
shape.

Now, that doesn't say much for the second largest revenue-
generating agency in the government that requires others to have
their books and records in fine order, that our books and records
were in such bad shape that we couldn’t be audited. We have come
a long way.

Last year we achieved a qualified opinion, which is the next step
to having an unqualified opinion, which means without qualifica-
tion they can say that your records are in good shape. This year
we achieved the unqualified opinion under the Chief Financial Offi-
cers Act. We have achieved a great deal in that area as well.

I would venture to say, Mr. Chairman, that in the proud 208-
year history of this organization, the oldest organization in the
whole Federal Government, if you take this 4-year period and stack
it against any other 4-year period in that history you would see we
have embarked on the most change and most positive, constructive
change. We are not there yet. We are in the process of changing
a culture as well as organizational charts. But we have laid a solid
foundation.

The thing I am particularly proud of, even though we are going
on through this period of change trying to improve the way we do
business, are the results we have been able to achieve. We have not
been getting a lot of additional dollars—the Vice President talks
about making a government work better and cost less. | would ven-
ture to say if you look at the results we have achieved over the last
4 years we have an organization that today works better and costs
less. Over the last 4 years, our budget has increased by 2 percent,
and in real terms when you compare it to inflation, our base re-
sources have been reduced by $100 million. But in that timeframe,
in that 4 years, with the commercial responsibilities that we have,
now for the first time in the history over the last 3 or 4 years we
have a measurement system that can tell you, Mr. Chairman, what
the compliance rate is for commercial transactions coming into this
country. And we have improved over the last 2 years from a rate
of about 80 percent to a rate in this past year of 82 percent. That
leaves an 18-percent gap. But the most important figure, if you
look at it in terms of revenue, we are today collecting 99 percent
of the revenue that is owed the Government. There is a 1-percent
revenue gap, and we have been able to achieve those improved en-
forcement results while at the same time having record seizures as
far as narcotics are concerned.

I have stated on many occasions both to the Congress and the
public, there is no mission more important that we have to the
American people than keeping drugs from crossing our borders. |
am the parent of two teenage daughters, my background is in the
commercial arena, but no mission has been more important in the
last 4 years than keeping drugs out of this country.

We have not solved the drug problem in the United States. At
Customs, through Operation Hard Line and Operation Gateway,
seizures have increased each year, and last year we seized more
than 1 million pounds of narcotics. That is good news and bad
news. It is good news in that we are trying to do our job; the bad
news is in how serious the problem is. And I am not going to sit
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here and pretend that we have accomplished everything we need
to. But | do think we have laid the foundation for a successful fu-
ture.

I also hope that as the Congress looks at balancing this budget
in the next 6 years that they look at the challenges the Customs
Service is facing. The workload is going up and up and up, and no
matter how you measure, in terms of number of passengers, num-
ber of entries, number of people crossing the borders, or if you
measure it in terms of the threat of narcotics, while our budget has
remained relatively static, other organizations. For example, Immi-
gration and Naturalization who works side by side with us, their
budgets have grown. Ours has not kept pace.

We have tried to work as efficiently and effectively as we can. We
have tried to streamline everything we can. We have tightened our
belts and we have acted responsibly to put our resources where the
threats are. And we have. Over the course of the last 4 years, the
Southwest border has been a primary area of threat, as well as,
Mr. Shaw knows, southeastern Florida. We have had a tremendous
threat over many years. We have tightened our belts in many other
areas.

The final comment | would make before turning it over to the
Members for questions and answers, is that 1 am very frustrated
by the media attacks that this organization has taken over the past
several years and particularly the past several weeks. If you didn’t
have a chance to see the “60 Minutes” piece on the Customs Serv-
ice, | will tell you I think that piece was terribly unfair. There was
an allegation that relates to corruption back in 1990 that was fully
investigated on three occasions, but the FBI came in and took a
new look at it. Eighteen months before the grand jury, 80 wit-
nesses were called, and at the conclusion of that grand jury no in-
dictments were issued. | think that says something for the integ-
rity of the Customs workforce. We take it seriously and pursue vig-
orously any instances of corruption.

Second, the implication was given that we are more concerned
about facilitating the movement of trucks across that border to the
detriment of the law enforcement mission. In that piece it was al-
leged that a memorandum was written that asked for expedited
treatment of a trucking company that, based on what our own in-
telligence analysis showed, had a connection to drug smugglers.

I want the Subcommittee to understand that the memorandum
was a fabrication. That memorandum was never generated by the
individual who allegedly sent it. It was never received by the peo-
ple who allegedly received it, and we have done everything we
could to make sure that trucking company is given the intense ex-
amination they deserve.

I would now be happy to answer any questions that you or any
of the Members may have.

[The prepared statement follows:]

Statement of Hon. George J. Weise, Commissioner, U.S. Customs Service

Mr. Chairman and Members of the Committee, it is, as always, a pleasure to ap-
pear before this Committee to discuss the activities of the Customs Service. During
the authorization hearing on March 11th, | had the opportunity to present a broad
overview of the many challenges currently being faced by Customs and the strate-
gies that are being used to meet those challenges. In my opening statement, and
during our discussions, a number of important issues were touched on, including our
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number one operational priority: the interdiction of drugs and the disruption and
dismantling of drug smuggling organizations. These and other important issues de-
serve further attention. | look forward to discussing some of them with you today.

WORKLOAD

The U.S. Customs Service is responsible for the screening of all merchandise mov-
ing across our borders by commercial or noncommercial means. Last year, the Cus-
toms Service collected about $22 billion in revenue for the United States in the form
of duties, taxes, and fees and seized over one million pounds of narcotics. It did this
while processing over 16 million commercial import entries worth approximately
$775 billion and over 440 million arriving travelers. It also took on an increased re-
sponsibility of screening passengers and cargo to prevent anti-terrorism attacks.

The Customs Service applied hundreds of laws and regulations concerning tariff
and trade and performed the initial checks, processes, and enforcement functions for
over 40 federal agencies. Customs performs these tasks by covering over 7,000 miles
of land border and staffing over 300 ports of entry.

Customs will have to address increasing workload requirements as international
trade and travel arriving and departing our land borders or entering through our
airports and seaports grows. In FY 1997, it is estimated that Customs will process
17.2 million commercial import entries valued at approximately $790 billon and 372
million land border passenger arrivals, 71 million air passenger arrivals, and 8 mil-
lion sea passenger arrivals.

RESOURCE ALLOCATION AS A RESULT OF THE REORGANIZATION

As you know, in October 1993, | called together a Customs Reorganization Study
Team and asked its members to develop the best approach to enable Customs and
its employees to make their maximum contribution to the Nation. Being fully aware
that demands for service from its customers will continue to increase despite a tight
fiscal climate, the study team sought ways to best use its resources.

In September 1994, they produced a report, People, Processes, and Partnerships
which recommended new management approaches and an organizational structure
that will enable Customs to meet the challenges of the 21st Century as a more effi-
cient, effective, and adaptable organization. The new management approaches in-
cluded adopting a process management approach, which requires the identification
of core processes, performance measures, and partnerships with customers to im-
prove Customs operations. The new organizational structure would be built from the
ground up, with a foundation based on the ports. Central to the plan for the new
structure was the concept of reinvestment of the resources freed up by the restruc-
turing of operations. After coordinating with Administration officials and key Con-
gressional leaders, Customs began implementing these changes in late 1994. The or-
ganizational change was completed in September 1995, but the fundamental man-
agement changes will continue over a long period.

The goal to reduce Headquarters staffing by approximately one-third was also
part of the reorganization strategy, and was based on the premise that Head-
quarters should be focused on policy formulation and oversight, and not deeply in-
volved in day-to-day operational issues. The bulk of the Headquarters reduction will
be completed by the end of FY 1997, with the last major component accomplished
at the beginning of FY 1998.

Many of the resources freed up by this restructuring have been, and are being,
reinvested at the ports and in priority areas such as strategic trade and information
technology.

THE CusTOoMS MODERNIZATION ACT

The Mod Act promotes and encourages an atmosphere of open communication and
cooperation between the U.S. Customs Service and the trade community. In a sense,
the Mod Act stresses the significance of the Customs/Trade partnership, when it in-
troduces the philosophies of “informed compliance” and “shared responsibility.” We
no longer subscribe to the “just do it” approach. Instead, we have made it a practice
to establish new partnership approaches for developing and changing regulations,
processes and systems. These approaches emphasize LISTENING to our partners.
We solicit input and we listen. To gather input, we conduct public meetings; we at-
tend trade association meetings; and we make drafts of significant system, proce-
dural and regulatory documents available for comment prior to formalizing them.
In fact, the National Customs Automation Program (NCAP) of the Mod Act, man-
dates that for each electronic component, Customs must consult with its trade part-
ners.
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The proposed drawback regulations published in the Federal Register this past
January represent a major Customs/Trade partnership accomplishment. In a radical
departure from the way Customs has traditionally worked with the trade, a team
composed of Customs drawback experts, a representative from the Inspector Gen-
eral’'s Office at Treasury, 11 representatives from several major trade associations
(AAEI, the NCBFAA, the API, and the NCITD), and a professional facilitator
worked together over an extended period to develop regulations covering the most
technical of Customs programs. During this developmental period, the team con-
ducted more than 10 public seminars around the country presenting some 1250
members of the trade community with an opportunity to dialogue with the team.
In addition, three drafts of the proposed regulations were made available to the pub-
lic through Customs Automated Broker Interface and the Customs Electronic Bul-
letin Board. Copies were also sent out to interested persons upon request. Further,
since 1992, Customs met 42 times with various groups representing drawback
claimants, exporters, brokers, attorneys and consultants to explain and discuss its
proposals.

In view of Customs extensive consultation with groups of interested persons, Cus-
toms published the Notice of Proposed Rulemaking (NPRM) on drawback on Janu-
ary 21, 1997, with a 60-day comment period. After a request for extension of the
comment period by the AAEI, Customs granted an additional 30-days for the com-
ment period. The comment period has now expired, but Customs received further
requests for extension of the comment period from API, NCBFAA, and NCITD. Cus-
toms is now reviewing the comments. Clearly, the process of formulating regulatory
packages with meaningful input from the trade takes time.

As of May 6, 1997, to implement provisions of the Mod Act, Customs has pub-
lished 7 final rules and 1 interim rule in the Federal Register and currently has
pending 5 NPRMs published in the Federal Register; 6 NPRMs in review at Cus-
toms or Treasury; and 4 draft NPRMs posted on Customs Electronic Bulletin Board.
In addition, Customs has published seven notices in the Federal Register announc-
ing various National Customs Automation Program tests.

AUTOMATION

The General Accounting Office (GAO) May 1996 report on Customs modernization
efforts raised a number of concerns regarding our efforts to redesign and replace the
outdated Automated Commercial System (ACS) with a new, more sophisticated sys-
tem called the Automated Commercial Environment (ACE). Customs has addressed
the GAO's findings and feels confident in proceeding with the ACE project.

« Customs has established a management oversight structure that assigns clear
accountability for Customs Modernization Act implementation and the development
of ACE.

* Customs has awarded a contract for definition of a Customs-wide technical ar-
chitecture that will produce, by June 1997, a comprehensive set of deliverables
based on requirements from all Customs processes.

* Customs has established an Investment Review Board and is on schedule with
producing an investment review process for use by the board beginning in July
1997.

¢ Customs is ensuring that the ACE project strictly conforms to the Customs Sys-
tems Development Life Cycle (SDLC) standard, including the production of SDLC
required deliverables such as a security plan, completed in July 1996; a short-term
project plan which was completed in April 1997; and a comprehensive ACE project
plan to be completed by November 1997 and, after approval by senior Customs and
Treasury management, made available to committees in February 1998.

We believe these actions not only respond to GAO’s recommendations, but also
demonstrate our continuing commitment to a productive, well-managed automation
program in Customs. GAOQO's positive findings in their recent follow-up review of
their May 1996 report confirm this commitment.

The primary focus of the ACE project in FY 1997—and the first operational dem-
onstration of ACE—will be implementation of the National Customs Automation
Program (NCAP) prototype. Extensive preparatory work has been done at prototype
field locations and with the likely trade participants, including the three major U.S.
automobile companies. These companies have been partnering with Customs on a
number of joint working groups to define prototype procedures. A Federal Register
notice was published March 27, 1997, officially announcing the NCAP prototype, de-
scribing the requirements for participation, and seeking members of the trade com-
munity to participate in the initial test. In response, we have received applications
from five major importers.
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The prototype will include only a slice of the intended full set of ACE features
and will involve a small subset of Customs locations and trade community entities.
However, because this prototype will be fully operational (i.e., it will not require
parallel entries in the current system) and will handle a relatively high volume of
transactions at the involved ports, it will support a meaningful evaluation of the in-
tended benefits of ACE and the underlying trade compliance process. It will allow
Customs, Congress, and the trade community to evaluate, in a real-world setting,
the potential benefits of ACE within the framework of Customs redesigned trade
compliance process.

The NCAP prototype is critical to the future progress with ACE. Only with an
operational system can we properly evaluate our development approach and the un-
derlying trade compliance process concepts. Completing the prototype will also give
us an excellent yardstick for accurately measuring the time and resources needed
to deliver a set of ACE features. This will be invaluable for validating our project
planning assumptions. Finally, and most importantly, completing the prototype in
a timely fashion will demonstrate the progress toward implementing the Moderniza-
tion Act which is so urgently desired by Congress and the trade community, as well
as Customs.

The hallmark of ACE is that it moves from a transaction-based approach to an
account-based system founded on compliance measurement and predicated on re-
engineered ways of doing business. Companies cooperating with Customs achieve
mutually beneficial outcomes, including raised compliance, minimized data require-
ments at time of release, and the ability to make payments on a periodic basis. As
compliance increases, the cost to Customs and to trade will decrease. The benefits
of this approach will include uniform treatment, shorter processing time, more effi-
cient information collection and dissemination, and greater opportunities to fulfill
our enforcement mission.

LABOR-MANAGEMENT RELATIONS

Just a few days before my last appearance here before this Committee, the GAO
released its report on Customs partnership efforts with the National Treasury Em-
ployees Union (NTEU), “Varied Reaction to the Labor-Management Partnership
Concept” (GAO/T-GGD-97-54). | have looked closely at the report and have found
many constructive points which will receive close attention.

GAO's findings were generally supportive of our partnership efforts. Its one rec-
ommendation was to develop a formal plan for the evaluation of progress and im-
provements in organizational performance resulting from the labor-management
partnership. Customs has taken numerous steps in the past to evaluate and monitor
the effects of the partnership. However, as a result of the GAO findings Customs
has begun, and will continue in the future, to pursue a more formal evaluation of
partnership.

Another issue has been the payment of premium pay for non-work periods. The
current Treasury-Postal Appropriation Act temporarily bars payment of Sunday,
premium pay or night differential pay for non-work periods such as leave, for em-
ployees of the Customs Service and other agencies under the Treasury-Postal Act.
We support this provision, and we support making it permanent for all Federal
agencies.

DRUG ENFORCEMENT EFFORTS

Customs number one operational priority is the interdiction of drugs and the dis-
ruption and dismantling of drug smuggling organizations. As part of an overall nar-
cotics strategy, Customs has developed four objectives, the purpose of which is to
provide to Customs enforcement officers the tools and systems they need to improve
their ability to interdict narcotics and to investigate smuggling and money launder-
ing organizations.

Customs first objective is to develop, collect, analyze and disseminate actionable
intelligence to all levels of federal, state, and local narcotics enforcement agencies.
Customs has been at the forefront in developing more useful intelligence, especially
as it relates to the Southwest border.

A second objective is to develop and provide information and training to trade and
carrier communities to prevent the use of cargo containers and conveyances by
smuggling organizations. Programs which are helping Customs meet this objective
are the Business Anti-Smuggling Coalition (BASC), the Carrier Initiative Program,
and the Land Border Carrier Initiative Program. The BASC is a business-led Cus-
toms-supported alliance created to eliminate the use of legitimate business ship-
ments by narcotics traffickers to smuggle illicit drugs. The Carrier initiative pro-
grams encourage air, sea, and land border carriers to improve their security prac-
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tices to prevent narcotics from being placed onboard their conveyances or smuggled
in cargo.

Customs third narcotics strategy objective is the development and introduction of
technologies to identify concealed smuggled narcotics. Customs recognizes that tech-
nology plays a significant role in our ability to remain effective at ports of entry and
to thwart smuggling efforts between ports by aircraft and boats. Customs employs
a wide range of technological tools to protect our borders, including new and emerg-
ing technologies, such as truck x-ray systems, license plate readers, and automated
targeting systems.

Customs fourth objective is the implementation of aggressive covert and overt
narcotics investigative programs. Customs involvement in various multi-agency op-
erations, such as ONDCP’s High Intensity Drug Trafficking Areas (HIDTA) and the
Department of Justice’s Organized Crime Drug Enforcement Task Force (OCDETF),
has helped us maximize our narcotics interdiction results. Customs is also increas-
ing its investigative emphasis in staging and distribution cities. Choosing to empha-
size investigations in these cities will add to our body of knowledge, allowing Cus-
toms to interdict more at the border based on prior information. This full circle ap-
proach is what we call the “Investigative Bridge” and it goes beyond border interdic-
tion and capitalizes on the intelligence and information developed through inves-
tigations of smuggling organizations.

It is clear that Customs is making progress in its efforts to combat the illegal flow
of drugs. In FY 1996, Customs seized or participated in the seizure of a record
1,000,000 pounds of drugs. This total represents approximately 80% of the heroin,
70% of the cocaine, and 65% of the marijuanca seized or discovered by all Federal
law enforcement agencies.

As a result of Operation Hard Line, narcotics seizures on the Southwest border
increased 29 percent by total number of incidents (6,956 seizures) and 24 percent
by total weight (545,922 pounds of marijuana, 33,308 pounds of cocaine, and 459
pounds of heroin) when compared to FY 1995 totals. The total weight of narcotics
seized in commercial cargo on the U.S.-Mexico border in FY 1996 increased 153 per-
cent (56 seizures totaling 39,741 pounds) over FY 1995. Operation Hard Line also
checked the dangerous trend of “port running,” in which narcotics-laden vehicles
were recklessly crashing through Customs checkpoints in order to enter the U.S.
without inspection, posing great danger to border officers and innocent civilians.

Following the success of Operation Hard Line on the Southwest border, Customs
initiated Operation Gateway to achieve a complete and unified securing of Puerto
Rico, the U.S. Virgin Islands, and their surrounding waters and airspace from nar-
cotic smugglers. The Puerto Rico area, according to Customs intelligence reports,
has the highest rate of non-commercial maritime and airdrop smuggling activity of
any Customs area. Operation Gateway is a cooperative plan that commits a sizable
investment of funds, personnel, and equipment by Customs, with support from the
Government of Puerto Rico. It is part of Customs overall plan to secure the southern
tier of the U.S., from San Juan to San Diego. Since the initiation of Operation Gate-
way, Customs narcotic enforcement activities in Puerto Rico have increased dra-
matically. In comparing March 1 through the end of December 1996, to the same
nine months in 1995, cocaine seizures have risen 44 percent.

MEASURING DRUG ENFORCEMENT SUCCESS

Customs recognizes the difficulty in quantifying the effect of its enforcement ac-
tivities. Traditionally, we have relied on seizures to tell the story. But year-to-year
seizure statistics alone are an imperfect measure of Customs performance in coun-
tering the inflow of narcotics into the U.S.

If, for example, Customs were able to harden the ports of entry to make it vir-
tually impossible to smuggle through a port of entry, our seizure numbers would
go down to zero. Based on a traditional measure of success, it could appear that
Customs was performing miserably, while in fact it was having its greatest success.
Seizure statistics will continue to be an imperfect measure until such time as we
can accurately estimate the total amount of narcotics being smuggled into the coun-
try.

For our trade and passenger processing operations, Customs has developed esti-
mates of “compliance,” that is, statistical projections of the total number of imports
or arriving passengers that are in compliance (or, conversely, out of compliance)
with the law. These estimates are based on large random samples of imports and
passengers. They provide an objective measure of how our outreach, education and
enforcement activities together move the trade and traveling community into com-
pliance with the law.
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In contrast, the incidence of narcotics smuggling is not predictable or sufficiently
frequent to permit the use of random sampling to estimate the total number of pos-
sible narcotics smuggling incidents. Customs is working with the Office of National
Drug Control Policy to identify different measurement approaches to the interdiction
of narcotics and the disruption and dismantling of narcotics smuggling organiza-
tions. ONDCP has expressed interest in exploring ways to show that Customs ef-
forts, in such operations as Hard Line and Gateway, are causing displacement in
smuggling efforts.

Customs is also exploring the development of measures that can provide an over-
all picture of its “impact” on smuggling organizations. Conceptually, this means
combining intelligence feedback from all agencies, with seizure data, displacement
data (air, marine, and at ports of entry), investigative data (narcotics and related
money laundering), and other law enforcement agency assessments.

Since 1982, Customs Air Program has been using an “Air Threat Index” to gauge
its effectiveness in deterring the use of general aviation aircraft for smuggling drugs
across the border. This index, which was designed by Stanford Research Institute,
is a composite measure of various indicators of general aviation smuggling activity.
Annually, these indicators are tallied, weighted according to their reliability in indi-
cating general aviation smuggling activity, and compared to the baseline 1982 level.

As you can see we are looking at a number of alternatives to more effectively
measure enforcement effectiveness. We look forward to resolving the measurement
issue through further consultations on our strategic plan required by the Results
Act. These consultations, begun last year, with Congress, other federal agencies, and
interested parties need to result in a set of organizational measures that are accept-
able to the Congress, the Administration, and to external parties interested in the
Customs Service's enforcement performance.

ANTI-MONEY LAUNDERING ACTIVITIES

While the interdiction of drugs and the disruption and dismantling of drug smug-
gling organizations remains our highest priority, Customs also focuses on the most
significant international criminal organizations whose corrupt influence impacts
global trade, economic and financial systems. Our efforts are not limited to drug-
related money laundering but the financial proceeds of all crime.

Customs has implemented an aggressive strategy to combat money laundering.
Customs money laundering investigations yielded $258 million in currency seizures
in FY 1996. Customs also made the largest cash seizure to date at the U.S. border—
$15 million in Miami, Florida.

Through our strategy, we will continue to enhance our asset identification and for-
feiture capabilities with advanced training and the use of more sophisticated com-
puter software for analytical purposes. Customs will also continue to develop infor-
mation through interaction and training with foreign law enforcement personnel,
prosecutors, judges, and legislators through domestic and international anti-money
laundering awareness seminars. Finally, Customs will proceed to develop informa-
tion on international money laundering organizations by participating in long-term
advisor programs and cross-border reporting and information exchange programs
pertaining to the movement of monetary instruments. Again, the focus will be on
detecting the movement of all illicit proceeds, not just narcotic proceeds.

In addition, Customs is currently working with the Financial Crimes Enforcement
Network on a regulatory initiative to make foreign bank drafts reportable. This
would curtail a frequently used money laundering technique and help investigators
trace criminal proceeds that have been reinvested or repatriated back to the U.S.

This concludes my statement for the record. Thank you again for this opportunity
to appear before the Committee. Mr. Chairman, we would be happy to answer any
guestions you may have.

Chairman CraNE. Thank you very much, George.

Let me ask first about the National Treasury Employees Union’s
recommendations that the overtime cap be raised from $25,000 to
$30,000. What are your thoughts on that?

Mr. WEIse. Mr. Chairman, as you know, this Subcommittee
worked for quite a long time in putting together the Customs Offi-
cers Pay Reform Amendment, COPRA, legislation that allows for
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the funding of the Customs inspectors’ overtime. An awful lot of
work went into that and we have had limited experience. It has
only been in effect 2 years now.

I believe that if given the opportunity to work, it is a very equi-
table program. We ought to give it an opportunity to work, and
then look at the whole program before we go making individual
changes. Obviously, the inspectors who work side-by-side with the
Immigration and Naturalization Service, INS, inspectors are con-
cerned about parity and know the INS inspectors have a $30,000
overtime cap. They feel they are getting discriminate treatment.
But the INS inspectors do not have the same benefits of the
COPRA bill, and I think we ought to be concerned about parity and
equity between the inspectors. | am proud of the work the Customs
inspectors do.

But my response is we oughtn't take a piecemeal approach. If we
want to look at the payment of inspectors, we ought to look at the
overtime cap in a comprehensive way, at the whole program.

Chairman CraNE. How about the issue that | touched upon in
my opening statement, relating to Customs employees that are on
annual leave or sick leave being eligible for overtime pay? Do you
think Congress should do something about that?

Mr. WEISE. Mr. Chairman, | don't believe that any individual
ought to be paid a premium pay for not working. | think that is
a basic premise. As much as | support the workers in the Customs
Service, | don't support that.

Chairman CrRANE. Mr. Matsui.

Mr. MAaTsul. Thank you, Mr. Chairman.

George, you have issued, what, six or seven regulations on the
Customs Modernization Act. Could you tell me when the implemen-
tation of all those will occur, and then, second, whether the import-
ers have any concerns and what kind of concerns they may have
about each of those six or seven—what is it, seven?

Mr. WEise. What | would like to do is supply for the record
where we stand with respect to each element of the Modernization
Act and speak in more general terms, if | may.

I share your frustration and the frustration of the business com-
munity. When 1 took this position 4 years ago, | wanted everything
to be finished within the 4 years before | left. 1 have been frus-
trated that it has taken us a little longer, but I want to give the
Subcommittee some of the perspective as to some of the reasons
that it has taken us longer than expected.

First of all, having served in the capacity | did sitting behind the
Members of this respected Subcommittee, one of the things I recall
is the business community coming in under prior administrations,
talking to us about how often the Customs Service seemed to move
too quickly, too hastily, implementing new systems, particularly in
the automation arena, that didn't have compatibility with the do-
mestic companies’ systems. So to one extent we have perhaps erred
on the opposite side.

We have, with respect to all the provisions of the Modernization
Act, reached out with a true partnership request to the business
community that would have to live with these provisions, to make
sure we were taking their needs into account. As a matter of fact,
before we issue a proposed regulation of rulemaking, we are put-
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ting out on an informal basis a draft that is seeking input so we
can take that input into account before we actually move to imple-
mentation.

The second thing that has complicated and delayed some of our
moving forward as swiftly as | would like is that, as | indicated be-
fore, we have been completely redesigning the basic processes of
how we do our work, and we are doing that again in close consulta-
tion and partnership with the business community. In doing so, it,
for example, has slowed up our progress in implementing the ACE,
the automated commercial environment, because we had the old,
automated commercial system, which basically automated a man-
ual system. What we want to make sure is when we get ACE into
effect, we are redesigning a system from the ground up and moving
to more of an account-based system than a transaction-based sys-
tem. We need to have that developed and designed before we can
automate it. We are designing it together. So this is taking longer
than we would have liked.

As | said before, if you compare this 4 years of change to any
other 4 years, you will see it is rather dramatic. We have changed
to the point where one of my senior managers described it as trying
to change a tire on an automobile going 60 miles an hour, and we
had to consolidate to a certain degree.

There is only so much change one can handle at once. | think we
have laid the foundation and we are going to see with this schedule
that | will provide to you that we are more likely to get moderniza-
tion implemented.

[The following was subsequently received:]
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STATUS OF MOD ACT IMPLEMENTATION

The Mod Act promotes and encourages an atmosphere of open communication and cooperation
between the U.S. Customs Service and the trade community. In a sense, the Mod Act stresses
the significance of the Customs/Trade partnership, when it introduces the philosophies of
“informed compliance™ and “shared responsibility”. We no longer subscribe to the “just do it”
approach. Instead, we have made it a practice to establish new partnership approaches for
developing and changing regulations, processes and systems. These approaches emphasize
LISTENING to our partners. Yes, we solicit input and we listen. To gather input, we conduct
public meetings; we attend trade association meetings; and we make drafts of significant system,
procedural and regulatory documents available for comment prior to formalizing them. In fact,
the National Customs Automation Program (NCAP) of the Mod Act, mandates that for each
electronic components, Customs must consult with its trade partners.

The proposed drawback regulations published in the Federal Register this past January represent
a major Customs/Trade partnership accomplishment. In a radical departure from the way
Customs has traditionally worked with the trade, a team composed of Customs drawback experts,
a representative from the Inspector General’s Office at Treasury, 11 representatives from several
major trade associations (AAFEI, the NCBFAA, the API, and the NCITD), and a professional
facilitator worked together over an extended period to develop regulations covering the most
technical of Customs programs. During this developmental period, the team conducted more
than 10 public seminars around the country presenting some 1250 members of the trade
community with an opportunity to dialogue with the team. In addition, three drafts of the
proposed regulations were made available to the public through Customs Automated Broker
Interface and the Customs Electronic Bulletin Board. Copies were also sent out to interested
persons upon request. Further, since 1992, Customs met 42 times with various groups
representing drawback claimants, exporters, brokers, attorneys and consultants to explain and
discuss its proposals.

In view of Customs extensive consultation with groups of interested persons, Customs published
the Notice of Proposed Rulemaking on drawback on January 21, 1997, with a 60-day comment
petiod. After a request for extension of the comment period by the AAEI, Customs granted an
additional 30-day extension of the comment period. The comment period has now expired, but
Customs received further requests for extension of the comment period from API, NCBFAA, and
NCITD. Customs in now reviewing the comments.

As one can see, the process of formulating regulatory packages with meaningful input from the
trade takes some time. As of May 6, 1997, to implement provisions of the Mod Act, Customs
has published 7 final rules and 1 interim rule in the Federal Register and currently has pending
5 NPRMs published in the Federal Register; 6 NPRMs in review at Customs or Treasury; and 4
draft NPRMs posted on Customs Electronic Bulletin Board. In addition, Customs has published
seven notices in the Federal Register announcing various National Customs Automation
Program tests.

Mr. MAaTsul. Thank you.

I have no further questions.

Chairman CrRANE. Mr. Shaw.

Mr. SHAw. Thank you. You looked good sitting behind the Sub-
committee and look even better where you are.

I congratulate you on your position and we are certainly glad to
have had you there as long as we have.
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I want to talk about several issues. One, as | understand it, and
I am in total agreement with you about the funding level for Cus-
toms, and | do know that your resources are spread thin and | hope
that is something we will address. As you know, in south Florida,
I have great concern about the loss of some of our marine facilities
for Customs, and | understand that is being taken care of and we
will have them back to the water.

Also, 1 am going to ask some questions in the area of pleasure
boating and switch to the problems we have in some of our ports
down there.

For a number of years now, there has been virtually no Customs
inspection of boats returning from the Caribbean into south Flor-
ida. That perhaps is true from other parts of the country. What do
you see that we can do about that, because as | understand it, from
talking to some of your people in the field, that the boaters are sort
of getting the feeling there is no sense in even calling in to tell
them you are back because they never called in to tell you they
were leaving? And that seems, it is sort of a shrug of the shoulder
and doesn't seem to accomplish much but saying we are back.
What do you say?

Mr. WEISE. There is no question that what you have identified
is a tremendous challenge for us.

I recall in 1993, the first year | was Commissioner, during the
first budget cycle, | was facing a prospect that people within the
administration—this was an OMB process initially—but we had a
real fight on our hands in the Congress as well basically we were
suggesting the complete elimination of not only our marine pro-
gram, getting rid of all of our boats, but getting rid of our air pro-
gram as well. The reason was our seizures in recent years had not
been what they had been, because we had been successful in shut-
ting down that area of smuggling. We, in effect, became a victim
of our success. We considered it a success at the end of that budget
cycle that we were able to maintain only a 25-percent reduction in
our air program but we took a 50-percent reduction in our marine
program. We went from about 150 to 75 boats.

One of the things, as | said, is the fear once you take the boats
out of the water, the threat is going to recur. | know you are seeing
it in your part of the country, in Puerto Rico, in California as well
as we have tightened San Diego and the land border. We are see-
ing more boats come around us, in Brownsville, Texas, too, and the
Gulf. We are trying to get more dollars and more boats in the
water, but we need to work smarter than just having boats out
there trying to randomly pick up smugglers. We need to work more
closely with the DEA and others and try to get the best intelligence
we can.

I hate to say this on the public record, but I don't know how we
can ever have the kind of resources in this environment that really
deal with the sheer volume of pleasure boaters we have in an effec-
tive way, but we have to have enough of a presence to be a deter-
rence, to give people a long pause before they attempt to smuggle.
We have to catch enough of them to discourage that type of smug-
gling.

Mr. SHAw. | would submit that we are not at that level.

Mr. WEISE. | agree with you.
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Mr. SHaw. And | think we need to go and actually have some
check-in requirement at the ports around the country, and always
do some intelligence over in the island to see who is there and see
if they do report back in. And if there is some random check-in as
to what boats are in Bimini or Nassau and they have—somebody
receives a letter that says, | hear you are back, why didn’t you call
us, that might give us some teeth.

I also heard, and I am not going to affirm the validity of the
source, but I understand we are going to start doing that same
thing with airplanes coming into this country. Is there any thought
to—

Mr. WEIsE. | think you may be referring to what we have on the
northern border, where the risk is significantly less than it is on
the southern border. We have a telephonic reporting program on
noncommercial aircraft. It is basically in a prototype status. It has
been in effect a little under a year and the experience has been
good.

Because the history has been in the prior year before we imple-
mented that, my numbers may be a bit off, but it approximated
only 300,000 or 400,000 arrivals and found only 6 instances of
wrongdoing. Of those six, only two related to smuggling of narcot-
ics. They were more technical violations.

We face this challenge on the southern border and at other parts
of the country. Our resources are not going up, so we have to con-
stantly investigate where we can get the best return for those re-
sources. With the northern border and the threat being rather low
we have looked for ways we can create efficiencies there and invest
those resources in other areas of the country where the threat is
higher.

Mr. SHAw. Well, that seems to make a certain amount of sense,
but isn't it true that the importation of heroin is coming in heavily
across the Canadian border?

Mr. WEISE. | guess | would quarrel a little bit about whether |
would describe it as heavily, but most of the threat on that border
is drugs heading north rather than south.

Mr. SHAw. Canada is having a problem with us?

Mr. WEISE. Indeed, there are some problems there.

Mr. SHaw. All right. | want to talk to you now and if | could
move into the area of what is going on in some of our ports. | un-
derstand that the term of art to use is internal conspiracy to smug-
gle. And this is about people who work at the ports at various lev-
els. The amount of drugs coming in to the Port of Miami and Port
of Everglades is escalating and is a terrible problem.

We have looked into the background and records and the Cus-
toms has done a sample at my request of just picking 50 Miami
longshoremen. Out of the 50, 36 of them have arrest records. Of
these 36 persons, they have had a total of 213 arrests, including
68 drug arrests.

At the Port of Everglades, a sample of 36 longshoremen, 19 had
arrest records. Of these 19 persons, 73 arrests including 14 drug
arrests. And these are serious.

Let me tell you, give you one of the subjects from Miami. Ar-
rested for robbery, assault and battery, carrying a concealed weap-
on, possession of a firearm by a convicted felon, aggravated assault,
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possession of heroin with intent to distribute, possession of cocaine
with intent to sell, possession of heroin with intent to sell, grand
theft, petty theft, uttering a forged instrument, forgery of a U.S.
Treasury check, possession of cocaine, simple battery, aggravated
battery, petty theft. This is one person. | don’'t see how he has had
enough time in his life to have done that.

I have got a list, one of them from Port Everglades in Fort Lau-
derdale, arrested for arm robbery, assault with intent to commit
murder, breaking and entering, disorderly conduct, shoplifting, bur-
glary, dealing with stolen property, possession of cocaine, of course
sale of cocaine, and also a case of domestic violence.

Now, | understand in New York that there is a licensing proce-
dure that goes through that actually looks at the background of
these people. Are you familiar with that and can you enlighten the
Subcommittee on the problem that Customs has with the internal
cooperation?

I know from talking to some of your people in south Florida that
although you have surveillance cameras within the port, it is easy
to stack up freight or containers to block the view long enough for
the grab to be made of the illegal contraband coming into the coun-
try.

What can you tell us about background checks and things that
might help us down in south Florida deal with this? And also en-
lighten us to arrest backgrounds, felony backgrounds of dock work-
ers throughout the country. | don't think this is just a Florida prob-
lem.

Mr. WEISE. Again, you have hit on an extremely serious problem,
particularly in your part of the country. We are finding a much
higher percentage than not of the smuggling attempts that we are
able to successfully apprehend. There are internal conspiracies
which means we have to get there and get there quickly. Because
the way the internal conspiracies work, often the narcotics are put
on the shipment, unbeknownst to the legitimate shippers, and
taken off by the individuals, the kinds of individuals you have al-
luded to, before the merchandise actually leaves the docks.

We have a number of procedures to put in place like making sure
the inspectors are not waiting for the luggage to come actually into
the terminal, but make sure our people are at plane side and go
up into the cargo immediately upon arrival of the plane.

Certainly, there is no question that we have tried hard in our
discussions with the airport authority and the airlines to encourage
them to do more background checks of the employees. We have
what I believe is a very successful program where the airlines have
worked with us to ensure that they are minimizing the risk——

Mr. SHAaw. As | recall, you grabbed a couple of planes and got
their attention?

Mr. WEISE. Yes, and soon after that we got their cooperation.

I am not really aware of the licensing program that you alluded
to in New York, but I would certainly be more than happy to work
with you and the Subcommittee. We need to find a solution to this.
It is a serious problem that needs to be addressed.

Mr. SHAw. The licensing provision, as it was given to me by my
staff, it says the port of New Jersey and New York, the New York
Waterfront Commission licenses dock workers. The commission
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was established in 1953 in order to break the Cosa Nostra's stran-
glehold on the New York and New Jersey harbor.

Many of the Mafia controlled dock workers who were excluded
from working on docks after the establishment of the commission.
A lot of them traveled south to Florida, and | think perhaps that
is a problem that we need to investigate down in our area.

I would suggest, too, that all of the ports that find that they have
this problem, you certainly should be doing background checks of
people who are in such a position that they can really, almost with
absolute safety, go in and grab contraband and just disappear with
it before your guys even get in.

Mr. WEise. Absolutely. We would very much appreciate your as-
sistance in helping to convince some of the other players in this
game to work with us, and if we could do something legisla-
tively——

Mr. SHAw. Mr. Chairman, there is a rather extensive investiga-
tive article in the Miami Herald to this and | would ask unanimous
consent——

Chairman CraNE. Without objection.

Mr. SHAw [continuing]. To place that in the record of this hear-
ing.

[The information follows:]



Narc squad
sniffs out
port crew’s
bad apples

Some longshoremen
suspect in drug deals

By DAVIDLYONS
Herald Staff Writer
In December 1994, a speedin;

van roared out of the Port of
Miami, with U.S. Customs Ser-
vice a%ents in pursuit. It hurtled
over the bridge that links Dodge
Island with the mainland, and n
a futile effort to escape, the
driver rammed the government

Chase over, agents arrested
Ulysses Hamm, a longshoreman
who worked the port. Inside the
van: a ton of marijuana destined
for distributors in South Florida.
The weed had arrived in a con-
tainer from Jamaica, concealed
in a shipment of vegetables.

The arrests were a watershed
for Customs. After years of play-
ing a losing cat-and-mouse game
with dockworkers, they finally
had caught two people red-
handed, moving drugs from the
port and onto the streets of
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ON GUARD: Customs officers, from left, John Miller, Dana Martin
and Christopher Whitenton prepare to inspect containers being
unloaded from a Venezuelan ship last week at the Port of Miami. At
Port Everglades, eight or nine more inspectors are scheduled to join
the 14 who currently team with another 14 from the National Guard.

Miami. :

Those arrests and 10 more
since signaled the first crack in
what law enforcement says is a
dirty little secret: a well-run
dockworker conspiracy that rou-
tinely funnels illegal drug ship-
ments out of the Port of Miami
and Port Everglades in Fort Lau-
derdale. ]

“We'd _ intercepted bigger
loads,” said Mike Sinclair, a Cus-
toms supervising agent at the
port. “This was the first major

one where we caught them run-
ning off the port.”

Many of the dockworkers have
criminal records and ties to
South American drug cartels,
federal agents say, and their
union is doing little to weed out
the smugglers.

*“Longshoremen are a source of
frustration for us, particularly in
South Florida,” said James Mil-
ford, former head of the Drug
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Drug agencies
keeping an eye
on dockworkers

Relatively small number suspected

PORTS, FROM 1A

full-fledged investigation.”

m
Miami and now the agency’s lop
deputy in Washington.

“One of the things thal con-
cems us is the ability of long.
shoremen to be utitized success-
pulling  cocaine
shipments out of cargo and mov-
mu. it out of the port wxlh impu-
n

“They know this port kike it’s
their back yard. We continuall
have investigations that (dcnlliy
the lonj
of the of

The Intemnationat Longshore-
man’s Association is the primary
source af labor at U.S. ports,
From offices around the nation,
union Jocals dispatch workers 10
the ux‘osh(pﬁm; lines that have
a contract with the {LA. Working
y tnat &qﬂ)ﬂl :xcceda

oremen as the source
crews.”

for
356,000
dockwnrkers load anr’ unlmd
containers from inbound and
outbouad ships.

No locai responsas

Repeated efforts to contact
representslives of the  wnion
focals that represent dockworkers
in Miami and Fon Lauderdale
WEIC Un3LK

James McNamarx a matiogal
ILA spokesman in “New York,
said the union has been working
with law enfarcement io fight the
dms/lude since the 1980s.

d & nationwide pro-
pram wurhn with U.S. Customs
10 combat drugs hidden inside
cootainers,” he said. “The JLA,
fram Maine to Texas, is continu-
ally warking with U.S. Customs
at Customs inspections sites.”

McNamana questianed federai
agents’ contention that union-
workers at the Pon nf
Miam: and Port E
arvest vecords. He said it’ : more
likely that nanunmn warkers
have !l

However, The chld mnan a
check of Dade County court
records on 30 workers randomly

hoscn from a list of 435 union

bers who work at the Port of

Mllml The data shawed that

mOre than two dozen had arrsst

records, Tanging frofa disorderly

conduct lo armed robbery and
drug possession.

Uﬂ!bdlolhll

Koarings
ln & letter dated last Friday,
w asked Rep. Philip Crenc,
clmmlan of the trade subcom-
mittee of the House Ways and
Means Commitiee, to consider a
hearing in Washington and fieid
bearings 2t ports around the
nmnn' including South Flori-

‘“Thm docks have become an
elusy mark for (Ilc xmpomuon of

Shaw told The chld he
believes federal legislation can be
writted 1o force mandatory back-
yuund clwcks among dockwork-
ors. suggested that local
aumomm ought to consider
sumlar action.

1 s2¢ no barrier for the count,
commissioners in Broward an
the powers that be in Dade from

think 4 ound chi
should be n;hl at me toy cl‘ \he
list in mar hiring polm/ Jor pro-
ple working at the

Such hep woul be welcome
news at Shed E at the Port of
Miami, where 26 Customs
inspectors and 2t members of
the National Guard scrutinize
sclected vessels for drug shipe

Fr-:llon stopped

"lﬂll 33’006 Yo WA

more

pounds of cocaing*

ng, just a fraction of

tlle lllenl drugs they believe
move through the port.

Yhey say they o en arc over-

Jantss st
Taan

O_Femc in small closely knit
cells that are difficult 10 mﬁl-
rate.

The rogue  dockworkers
remove cocaine from incoming
ships, {oad the coniraband into
their private trucks or cars and
drive i off he port grounds, offi-
cials say. Unless Custems is
tipped in advance, the chances of
23U ! getaway are great.
Although there are

of Miami, Customs

used

DRUG SEIZURES AT PORT

Faderal awvlutmomomumimlm!elye!mnwdum

DOUBLE VIGILANCE: As a longshoreman looks down m-cm!mlmmﬂbomasoda
otficers Dans Martin, left, Chelstopher Whitenton and John Miller walt.
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checkpoints at the port, few peo-
ple are sopped for vehicie
inspections. Privately hired uni-
fnmed rds routinely wave
with nary a

glamz, federal agents say.
Port Director Canmen Lunctta
was in meelings Monday and

for comment.

authoritics emphwu xlm union
officers and most ILA m

ngd not involved in the drug
u

Not all of the ILA members
are smugglers,” said David
Mclg:;‘mymm «ilm= ’Po um;
smuggling efforts at it of
Mi gn id mamy honest
kenmnfmd retatia-
if they mopeme with

tion
agents.

Tbe DEA’s Milford said the
union needs Lo step up its eﬁom
against rogue

“We would hope they would
tighten up their wcumy and their
persannel practices,” unl.
“But we haven't seen

US.Ri F.Ch Sh\v.?—hﬁ
Lauderdale, that
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authorities have toid bim hat 3
“substantial percentage of
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the nation’s ports.

'l was shocked,” Shlw i
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When Customs sets up its ar-vn
checkpoiats, als say,
effort usually is fruitless,
hone workers conduct
coumersurveillance and wam
associales by celfular phoge to
stay low until the is

ments
arresia have been made in those cases.

Major Drug Seizures at Port of Miami in 1998
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Camerss blocked
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of government TV cameras that
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DOUBLE VIGILANCE: As a longshoreman looks down from a container that will be unloaded at the Port

CANDACE BARROT /

of Miami, Customs officers Dana Martin, left, Christopher Whitenton and John Miller wait.

DRUG SEIZURES AT PORT

Faderal agenits at the Port of Miami say a variety of methods are
used to conceal drug shipments, many of which are then spirited out
of the port by corrupt workers. Here are some of the larger ship-
ments that were discovered in 1996. An asterisk indicates ship-
ments that Customs officials believe involved dockworkers. No
arrests have been made In those cases.

Major Drug Seizures at Port of Miami in 1996

Pounds

Drug

Method

t
Date

casas.

‘internal Conspiracies’ at Port of Miami
Federal law enforcement officials believe that a majority of the
drug shipments through the Port of Miami involve what they cali
“internal conspiracies,” thelr term for dockworker involvement.
Fewer than a dozen dockworker arrests have been made in these

Total Seizures

Seizures Involving
Dockworkers

Fiscal Year

53

1983 24
Source: U.8. Customs Service

12

i

tainers suspected of carrying
drugs arrived at Shed E.

At Port Everglades, eight or
nine more inspectors are sched-
uled to join 14 inspectors now in
place. A contingent of 14 goards-
men also operates at the Broward
port.

But the best counterpunch,
agents insist, is to scrutinize the
employees who work at the ports,
Once entrenched, it doesn't take
dishonest dockworkers long to

monitor the routines of Customs
agents and devise a plan to haul
away drugs when they aren’t
looking.

Change of venues

Agents say the smugglers often
shift their activities from port to
port. After agents make a large
seizure at one port, the smugglers
shift their activities to another
until the heat is off.

A lull in Port of Miami drug

Some dockworkers
have criminal records
and ties to South
American drug
cartels, officials say.

activity earlier this year briefly
convinced agents that dock-
worker participation in smug-
gling had abated. Smugglers,
however, had shifted their activi-
ties to Port Everglades, which
experienced a cocaine boom that
authorities hadn’t seen in years.

But on a morning in early
March, a drug-sniffing dog at
Miami named Sir Kni%_ht alerted
agents to a container filled with
toilets from Medeilin, Colombia.
Inside, agents found 3,000
pounds of cocaine commingled
with the commodes. They
branded the load as an “internal
conspiracy,” bureaucratic code
for an operation involving dock-
workers.

“The dockworkers here would
have unloaded the coke and
carted it away,” said Sinclair, the

_Customs supervisor.

No arrests have been made.

But the episode. provided
agents with more ammunition to
take to Washington, where they
have found a sympathetic ear
from Shaw.

“There is really no way to con-
trol our ports if you’ve got crooks
working our docks,” the con-
gressman said. “We've got to
expect more from our longshore-
men.”
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Chairman CrRaNE. We want to wish you the best in your new life
and we appreciate the opportunity we have had to work with you
both on the Subcommittee and in your present capacity, and bon
voyage.

With that, the Subcommittee will stand in recess until we finish
voting. | think we have about 7 minutes left.

[Brief recess.]

Chairman CrRANE. The Subcommittee will come back to order.

We want to welcome our next witness, Myles Ambrose, former
Commissioner of the U.S. Customs Service.

Welcome, Myles.

STATEMENT OF HON. MYLES J. AMBROSE, ROSS & HARDIES
(FORMER COMMISSIONER, U.S. CUSTOMS SERVICE)

Mr. AMBROSE. Thank you very much, Mr. Chairman. | will sum-
marize my prepared statement. | think it has been furnished to the
Subcommittee.

As the former Commissioner of Customs, I am especially pleased
to appear before you. As a former Treasury and Justice official, and
practicing lawyer, | have had the unique opportunity to observe the
work of the Customs Service. It should be noted and clearly stated
on the record that despite some recent adverse and unfair public-
ity, the Service has never been in better hands than those of
George Weise. Not only those of us who deal with the Customs
Service will miss him, but so will the Nation to which he has de-
voted 25 years of his life. The appointment of his successor will be
a most difficult task.

We have heard much recently about Customs and narcotics, the
Mexican border and, indeed, the Mexican Government in its role in
stemming the flow of heroin from Mexico. It has required the atten-
tion of both Presidents. It has been the subject of much attention
by Congress, the press, and the private sector.

I have over the past 40 years been deeply involved in Mexican-
American bilateral efforts to increase and improve and reduce the
influx of narcotics. My initial efforts in 1959, with former Congress-
man James Roosevelt, was cochairing a series of bilateral meetings
between Mexico and United States officials. These efforts were fol-
lowed by many meetings over the years, too numerous to enumer-
ate.

All these efforts resulted in only promises to improve cooperation
between the two countries, to improve enforcement, and to address
the heart of the problem, corruption. Yet we have had few results.
The extent of corruption in Mexico is mind-boggling. The profits
and sums of money available to traffickers is almost infinite. Un-
fortunately, the demand for drugs in this country is insatiable.

We need a new approach, one that takes these factors into ac-
count and is based on full knowledge of all facets of the problem.
The solution must take cognizance of limitations of the government
agencies, the complexity of border operations, and the necessity for
involvement of the private sector.

Let me state what | think can and should be done. We need to
establish standards by which both the United States and Mexican
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law enforcement efforts can be objectively measured. We also need
to establish procedures that shippers must follow in order to reduce
the opportunities for drug smuggling. This will enable us to man-
age resources and reduce corruption.

We can only succeed if business and government act in partner-
ship. Business must be given incentives to assist government ef-
forts to address the drug problem. In this area of just-in-time in-
ventory, the carrot for business is expedited Customs clearance.
This privilege should only be earned by companies that implement
the procedures that reduce the possibilities for drug smuggling.

This expedited clearance plan will require careful monitoring on
both sides of the border. After all, a substantial portion of the
cross-border traffic is from one company to its branch in the other
country. Mexican exporters who seek a form of expedited clearance
must also subscribe to and implement safeguards which must be
rigorously enforced. Both countries should monitor these oper-
ations. Mexican exporters who do not have approved established
procedures in place must be required to have their goods inspected
by Mexican Customs officials with joint U.S. participation prior to
crossing the border.

Procedures should also be required to establish advanced infor-
mation about shipments thereby permitting prescreening for in-
spection. It will require substantial compliance analysis.

We should also be considering other available technologies such
as giant x-ray equipment. With prescreening, we can be much more
selective about when and where to employ these devices. With to-
day’s volume of trade, the use of risk analysis is absolutely essen-
tial.

We should demand a memorandum of understanding with the
Mexicans addressing the specific standards expected of the two
countries’ law enforcement efforts and the procedural safeguards
required. If Mexico is serious about getting at this problem, here
is a measurable way of judging their cooperation and law enforce-
ment performance. It forces companies on both sides of the border
to adopt procedures that reduce the risk of abuse by drug smug-
glers. It enables the Customs administration to narrow their focus
of inspection to high-risk shipments.

The governments must also have a considerable amount of prior
intelligence available so that interdiction efforts can be directed to
the most likely areas of exposure. Intelligence gathering should be
a primary focus of DEA agents working jointly where necessary
with Customs agents and of course the Mexicans. Such overlapping
jurisdiction will help reduce the corruption problem. Both countries
need more resources to handle both the commercial trade and the
narcotics interdiction efforts.

Nothing that I have said is particularly new, but implementation
will require resolve and determination. We have all considered var-
ious aspects of these proposals at various times, but due to political
or financial constraints, we have never implemented such a coordi-
nated plan. Now is the time to do so. We can no longer just pour
money into joint enforcement efforts and receive little in return.

Congress and the administration may wish to review our entire
border enforcement mechanism. In the reorganization of narcotics
enforcement creating the Drug Enforcement Administration in
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1973, we also recommended that there be one border control agency
under the Customs umbrella. It may be time to revisit this concept.

Now, a few other points in closing. Phil Hughes of UPS will be
testifying for the Transportation Coalition and | highly endorse his
remarks. Customs has not moved as quickly as it should have to
implement the Mod Act. After 3%z years we are still waiting for the
raised dollar limit informal entry processing. Other important
issues that have not been addressed include manifesting of letters,
documents, and the $20 duty waiver for de minimis shipments.
Customs recordkeeping requirements must also be finely tuned and
tailored to the particular party and type of shipment.

The regulatory audit process is still much too slow and burden-
some. The ruling process must be improved and expedited in order
to be useful.

Last but not least, the administration should move quickly to fill
the enormous void being left by George Weise's departure. We need
someone devoted to improving our narcotic interdiction efforts but
who is also thoroughly familiar with the complexities of inter-
national trade. The next Commissioner must recognize the neces-
sity for a joint partnership with the business community for law
enforcement and commercial reasons. When properly done, Cus-
toms will be able to apply its resources to the problem areas more
effectively.

Thank you for giving me the opportunity to appear before you.
As always, it is an honor and pleasure, and | will be glad to answer
any questions that you might have.

[The prepared statement follows:]

Statement of Hon. Myles J. Ambrose, Ross & Hardies (Former
Commissioner, U.S. Customs)

Mr. Chairman, Members of the Committee:

As a former Commissioner of Customs, | am especially pleased to appear before
you. As a former Treasury and Justice official and prosecutor, and as a practicing
lawyer for the past 25 years, | have had the unique opportunity to observe firsthand
the work of this extraordinary agency, the United States Customs Service. It should
also be noted here and clearly stated on the record, that despite some recent adverse
and unfair publicity, the Service has never been in better hands than those of
George Weise. Not only those of us who deal with the Customs Service will miss
him but so will the nation to which he devoted 25 years of his life. The appointment
of his successor will be a most difficult task about which I'll say more later. As the
Chairman and Mr. Rangel know, | have somewhat of a personal interest in this
matter. Despite this, | believe | can be reasonably objective because of my long asso-
ciation and knowledge of the needs of this agency.

We have heard much recently about Customs and narcotics, the Mexican border
and indeed the Mexican Government and its role in stemming the flood of cocaine
and heroin from Mexico. It has required the attention of our President and theirs
and certainly it has been the subject of much attention by Congress, the press and
certainly by those in the private sector.

| have over the past 40 years been deeply involved in Mexican-American bilateral
efforts to increase and improve enforcement and reduce the flow of narcotics from
that country to ours. My initial efforts in 1959, with former Congressman James
Roosevelt, was co-chairing a series of bilateral meetings between Mexican and U.S.
officials. These efforts were followed by many meetings over the years—too numer-
ous to enumerate.

All these efforts resulted in only promises—to improve cooperation between the
two countries, to improve enforcement and to address the heart of the problem—
corruption. Yet, we have had few results. The extent of corruption in Mexico is
mind-boggling—the profits and sums of money available to traffickers are almost in-
finite. Unfortunately, the demand for drugs in this country is insatiable.

We need a new approach—one that takes these factors into account and one that
is based on full knowledge of all facets of the problem. The solution must take cog-
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nizance of the limitations of the governmental agencies involved, the enormous com-
plexity of border operations and the necessity for absolute involvement of all seg-
ments of the private sector.

Let me briefly state what | think can and should be done.

We need to establish standards by which both U.S. and Mexican law enforcement
efforts can be objectively measured. We also need to establish procedures that ship-
pers must follow in order to reduce the opportunities for drug smuggling. This will
enable us to manage resources to reduce the potential for corruption.

We can only succeed if business and government act in partnership. But how will
we involve business? Business must be given incentives to assist governmental ef-
forts to address the drug problem. In this era of just-in-time inventory, the carrot
for business is expedited customs clearance. This privilege can only be earned by
companies that implement procedures that reduce the possibilities for drug smug-
gling and assist governmental efforts. This expedited clearance plan will require
careful monitoring of the companies receiving the benefits. It should also be applied
on both sides of the border. After all, a substantial portion of the cross-border traffic
is from one company to its branch in the other country. Mexican exporters who seek
a form of expedited clearance must also subscribe to and implement procedural safe-
guards which must be vigorously enforced and continually audited. Both countries
should jointly monitor these operations. Mexican exporters who do not have ap-
proved established procedures in place should be required to have their goods in-
spected by Mexican customs officials with joint U.S. participation prior to crossing
the border.

Procedures should also be established to require, where possible, advance informa-
tion about shipments, thereby permitting prescreening for inspection. It will require
substantial compliance analysis. We also should be considering other available tech-
nology such as giant x-ray equipment. When you have a prescreening program, you
can be much more selective about when and where to employ these devices. With
today’s volume of trade, the use of risk analysis is absolutely essential to effective
enforcement. There must be swift and certain punishment for violators.

We should demand a memorandum of understanding with the Mexicans address-
ing the specific standards expected of the two countries’ law enforcement efforts and
the procedural safeguards required of the countries’ companies. If Mexico is serious
about getting at this problem, here is a measurable way of judging their cooperation
and law enforcement performance. It also forces companies on both sides of the bor-
der to adopt procedures that reduce the risk of abuse by drug smugglers. This will
enable the respective customs administrations to narrow their focus of inspection on
high risk shipments, which is absolutely necessary given the enormity of cross-
border traffic. Again, this plan can only be effective when the participating compa-
nies are carefully monitored by established audit procedures.

The governments must also have a considerable amount of prior intelligence avail-
able so that interdiction efforts can be directed to the most likely areas of exposure.
Intelligence gathering should be a primary focus of Drug Enforcement Administra-
tion agents in Mexico working jointly, where necessary, with U.S. Customs agents
and, of course, the Mexican officials. Such overlapping jurisdiction will help reduce
(unfortunately—not necessarily resolve) the corruption problem. Both countries need
more resources to handle both the commercial trade and narcotics interdiction ef-
forts. It will require the full support and partnership of the private sector on both
sides of the border.

Nothing that | have said is particularly new but implementation will require re-
solve and determination. We have all considered various aspects of these proposals
at various times but due to political or financial constraints, we have never imple-
mented such a coordinated plan. Now is the time to do so. We can no longer just
pour money into joint enforcement efforts and receive little in return.

Congress and the Administration may wish to review our entire border enforce-
ment mechanism. In the reorganization of narcotics enforcement creating the Drug
Enforcement Administration in 1973, we also recommended that there be one border
control agency under the Customs umbrella. It may be time to revisit this concept.

Now a few other points in closing. Phil Hughes of UPS will be testifying for the
Transportation Coalition, and | heartily endorse his remarks. Customs has not pro-
ceeded as quickly as it should have to implement the Mod Act. For example, after
3%2 years we are still waiting for the raised dollar limit informal entry processing.
This would be an enormous benefit to both commerce and government. Other simple
but important provisions that have not yet been addressed include summary mani-
festing of letters and documents and the $20 duty waiver for de minimis shipments.
Customs recordkeeping must also be fine tuned and tailored to the particular party,
the type of shipment and take into account automation and electronic storage.
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The regulatory audit process is still much too slow and burdensome. It must be
improved. The ruling process must be improved and expedited in order to be useful.
I understand that Assistant Commissioner Seidel outlined proposals to you in
March. Hopefully, they can be adopted quickly.

Last, but certainly not least, the Administration should move quickly to fill the
enormous void being left by George Weise's departure. We need someone devoted
to improving our narcotics interdiction efforts but who is also thoroughly familiar
with the complexities of international trade. The next Commissioner must also rec-
ognize the necessity for a joint partnership with the business community for both
law enforcement and commercial reasons. When this is properly done, Customs will
be able to apply its resources to the problem areas more effectively.

Thank you for giving me this opportunity to appear before you. As always, it is
an honor and a pleasure. 1 will be glad to answer any questions you might have.

Chairman CrANE. Thank you so much, Myles.

You touched upon that Customs regulatory audit process. How
would you improve and expedite it?

Mr. AmBROSE. Well, the same way | have recommended in the
past, they improve on the criminal investigators. Set time limits on
reports to the supervisors, whether it should be done by regulation
between the agency or administrative procedures, but you can't let
them go on forever.

And supervisors have to have responsibilities. A report, a pre-
liminary audit report should be set out, say, 30 or 45 days after
the commencement of the audit. Forty-five days after that there
should be an analysis of where they are going and so forth. So
there are standards that have to be met and, unfortunately, that
is not the case. We are in the audit now for a client. I think we
are in the fifth year of an audit. That makes no sense.

Chairman CRraNE. Something | meant to ask George and maybe
you can tell me about, do you know anything about the strategies
and discussions of interdicting small aircraft that are taking money
out of the country involved in the drug trafficking?

Mr. AmBROsSE. With all due deference, yes, I know something
about it, but 20 years ago, not now.

Chairman CRrANE. | was just wondering what the dollar figures
were.

Mr. AMBROSE. | wouldn't want to comment on it at this point.

Chairman CRrANE. Is that money divided between Customs and
the General Treasury, the money that is seized by Customs?

Mr. AMBROSE. It goes into the General Treasury.

Chairman CraNE. All of it?

Mr. AmBRosE. All of it, unless it has changed.

Mr. SHAw. Would the Chairman yield on that?

Chairman CrRANE. Sure.

Mr. SHaw. | heard you mention that a few minutes ago to
George. | think that under the RICO, that a lot of police depart-
ments, allow you money to stay with the department, and | think
this might be a very nice incentive for Customs and it might also
be a source of some very badly needed resources to beef up the—
I would suggest it is something we might want to look into.

Chairman CraNE. Well, that thought crossed my mind, and | was
flying out the door when | was kidding George about putting it all
inside Customs’ revenues, including, possibly, special bonuses for
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those participants in the Customs Service who make the apprehen-
sions.

Mr. AMBROSE. | am sure the Customs Service would enjoy that
suggestion.

Chairman CraNe. Well, I will happily yield to you, Clay.

Mr. SHAw. Thank you, Mr. Chairman.

I would like to question you following up on the question I had
with the Commissioner, and that is in your experience as the Exec-
utive Director of Waterfront in New York Harbor, | made reference
to some of the screening that was going on up there and licensing.
Could you tell me a little bit about how that works——

Mr. AmBROSE. Well, | haven't looked at that in a few years. It
is a contact between the State of New York and New Jersey. It li-
censes companies, as such. They must meet certain standards of
character, integrity, financial ability, and so forth. Then it licenses
checkers.

Checkers are the ones responsible for ascertaining the validity of
the cargoes and registers longshoremen. Checkers who have felony
convictions cannot be checkers; it is as simple as that. Longshore-
men, if they can demonstrate the fact that they have cleaned up
their act, in effect, can be registered as longshoremen. It has had
remarkable success.

As you know, | don't think New York has been used as a major
entrance point for narcotics in 30 years, obviously. I mean, obvi-
ously, some comes through but it doesn't come through in any de-
gree, and the waterfront is pretty well controlled.

Now, the airports, at one point there was an attempt by the New
York legislature to extend this to the airports but it went down the
drain. I do not know what the current status is. | would suggest
if you are having that kind of a problem, the people you mentioned
before in that criminal record department could never work on the
New York waterfront.

Mr. SHAw. Yes, they shouldn’'t work in Florida, either.

Mr. AmBROSE. | don't doubt it.

Mr. SHAw. Was this done by the legislature?

Mr. AMBROSE. It was passed by both legislatures and had to be
approved by Congress.

Mr. SHAaw. We wouldn’'t have that problem in Florida, not by
State contact.

Mr. AMBROSE. You could do it by legislative fiat.

Mr. SHAaw. | wonder if it could be done at the local level, by
whomever runs the port?

Mr. AmBROSE. | guess it could. Virtually every aspect of this li-
censing program has been challenged and | think three cases went
to the Supreme Court of the United States when | was Director,
and | don't think there are any prohibitions left that you would
have to worry about, given the type of situation that was there. |
don’'t know who owns Port Everglades, for example.

Mr. SHAw. Broward County does.

Mr. AmBROSE. Well, then | think Broward County could imple-
ment a system.

Chairman CrRaNE. Mr. Neal.

Mr. NEaL. Mr. Ambrose, | thought in your comments that you
framed the dilemma pretty well, even in one instance when inad-
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vertently you mentioned drug demand and spoke of the limits of
government action. When we talk about interdiction, it seems to
me we miss the aspect of demand here in the United States.

What kind of incentives do you think we might provide to
businesspeople to do a better job in assisting us?

Mr. AMBROSE. You mean to reduce demand?

Mr. NeaL. Well, certainly to reduce supply, but if you want to
offer something on demand | would entertain that as well.

Mr. AMBROSE. It has always been a conundrum. You don’t have
users without the supply of narcotics; you don't have the expansion
of the narcotic-using population without substantial narcotics. We
have never, to my knowledge, come up with a panacea for restrict-
ing the demand of narcotics. It is mostly a family situation, it is
mostly the way children are raised, and so forth.

I do think, however, that business can be very much involved in
the interdiction effort, which is what | have suggested, and we
have lots of small programs that are starting.

I am suggesting that the program that | put in here about a
mandated program from the President of the United States right
on down where certain standards under a memorandum has to be
matched or have to be met so we can say to the Mexicans, you no
longer can give us all this boloney about all the work you have
been doing when we know damned well you are not, and we have
known they have not for so many years now that we ought to stop
it and stop listening to pious platitudes and do something.

Mr. NeaL. Do you think that ought to be a reasonable demand
in free trade discussions?

Mr. AMBROSE. You are asking for a political question and 1 will
give you a political answer, yes.

Mr. NEAL. Those of us who opposed NAFTA, part of the opposi-
tion that we offered is that somehow the Mexicans were not taking
our argument very seriously. Mr. Rangel has done a great job over
many years of that issue of drug interdiction and demand as well.

Mr. AmBROSE. | know he has been Chairman of the Committee,
and Congressman Ben Gilman.

First of all, I am not opposed to NAFTA. | think it was a good
step forward, but be that as it may, | still think that the idea of
them meeting objective standards to stop the flow of narcotics, to
do something about stopping corruption within their own society
and their own government, can be done and can be one of our de-
mands—just as we are demanding with the Chinese on human
rights.

Our DEA would suggest that about 70 percent of illicit drug traf-
ficking that occurs in America comes through Mexico. | talked to
a former DEA official this morning and he thinks it is going to 90
percent. Mexico is now the prime source of heroin. Heroin is shoot-
ing up again as it did in the early sixties, and we have a lot to do
that we are not doing.

Chairman CrANE. Thank you.

Mr. SHAw. Mr. Chairman, could | ask one thing. This Mexico
thing really fascinates me. | have seen in visiting other countries
and discussing with several administrations, not just this adminis-
tration, it is my opinion that one of the biggest problems we have
in dealing with these countries that are supplying the narcotics
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that are used as transshipment areas into the United States is our
own State Department. You go to these countries and everybody
seems to be—wants to keep everybody else happy—and nobody is
hitting on those hard issues that you are talking about, and that
is that we want performance, we demand performance. And | think
that it is time to take off the gloves and it sounds from your re-
marks that you are pretty much in agreement with me. There has
to be performance standards that are met if you want normalized
relations, particularly favored relations as we have NAFTA.

I also supported NAFTA but | have begun to have second
thoughts, but that is neither here nor there.

Mr. AMBROSE. | tend to agree. This is an awful conundrum.

Let me say, when | was commissioner at Customs, they never
threw out any red carpets to welcome me to the State Department.

Chairman CraNE. Thank you very much, Myles.

I would now like to introduce our next panel of witnesses from
the U.S. General Accounting Office, the first being Norm Rabkin,
the Director of the GAO, and Linda Koontz, Associate Director of
the Information Resources Management Division. In the interest of
time, 1 would ask that you try and keep your oral testimony to 5
minutes, but we will include all printed matter in the statements
into the record.

STATEMENT OF NORMAN J. RABKIN, DIRECTOR, ADMINISTRA-
TION OF JUSTICE ISSUES, GENERAL GOVERNMENT DIVI-
SION, U.S. GENERAL ACCOUNTING OFFICE; ACCOMPANIED
BY WALTER RAHEB, LOS ANGELES OFFICE

Mr. RaBKIN. Thank you, Mr. Chairman. With me on my right is
Walter Raheb from our Los Angeles office who has assisted me in
carrying out a lot of work we have done for this Subcommittee on
the Customs Service.

I am pleased to be here this afternoon to discuss work we have
done for the Subcommittee addressing Customs’ drug interdiction
efforts, labor-management partnership concepts, and issues related
to inspectional overtime. My testimony is based primarily on prod-
ucts we have issued on each of these subjects since 1991.

Our September 1996 report on Customs’ drug interdiction efforts
identify and describe the key elements, resources, costs, and per-
formance measures of Customs’ national drug interdiction program.
It also focused on the drug activities at the investigative offices and
selectedports in the Miami and San Diego areas.

Among other things, we pointed out that Customs had about
11,000 inspectors, special agents, and other staff involved in its
drug interdiction program, that its drug interdiction and investiga-
tions budget has averaged about $575 million a year since fiscal
year 1990, that its Operation Hard Line was a special effort to ad-
dress drug smuggling first along the Southwest border and then
the whole southern tier of the country, and we pointed out that
Customs relied on traditional measures such as the number of sei-
zures and number of arrests to gauge the success of its program,
and it was trying to develop some nontraditional measures to more
appropriately reflect the success that it was having.

Our report also discussed the challenges that Customs was fac-
ing in its drug interdiction mission. For example, we pointed out



34

that Customs’ major challenge was to carry out its drug interdic-
tion and trade enforcement missions while facilitating the flow of
persons and cargo across the border.

In March 1997 testimony before this Subcommittee, we discussed
labor-management issues within Customs, as you recall. In June
1994 Customs and the National Treasury Employees Union entered
into a partnership agreement that established 19 goals, set up a
National Partnership Council, and stated that the union will par-
ticipate in agency meetings that affect the workforce.

To assess how this concept was being implemented, we conducted
work at headquarters, five Customs management centers, 11 ports
of entry around the country, NTEU’s national office, and seven
local union chapters. Most of Customs’ managers and union chap-
ter presidents we interviewed characterized their relationship
under the partnership concept as better, while first-line super-
visors’ views were more evenly distributed between much better
and much worse.

Customs managers and supervisors as well as union representa-
tives provided similar comments about the advantages of the part-
nership concept, citing faster problem resolution, improved commu-
nications, and mutual involvement in decisions. However, com-
ments on the disadvantages of the partnership concept revealed no
clearly shared views. For example, managers and supervisors gen-
erally stated that they felt all issues must be bargained with the
union before any action could be taken, and union officials gen-
erally indicated that managers wanted to choose when they in-
cluded the union in decisions and when they did not.

Customs didn't have any formal plans to evaluate the impact of
this partnership concept on its mission, and we concluded that
since partnership was about 3 years old at that time, it was appro-
priate for Customs to start plans to more formally evaluate it.

On the subject of inspectional overtime, in 1991, we reported that
overtime pay to Customs inspectors had increased from about $57
million in fiscal year 1985 to about $103 million in fiscal year 1990,
and we pointed out one cause of this growth was Customs' focus
on ensuring that inspectors did not exceed the $25,000 pay cap that
was instituted by Congress in 1983, and Customs’ disregard of the
individual overtime assignments that build to the cap. We pointed
out that many Customs inspectors were receiving overtime pay-
ments for work they did not perform because of the way the system
was designed.

Customs’ overtime system was based on conditions existing in
1911, when the Act was originally passed. Then, it was not typical
for ports to operate outside their regular hours, especially on Sun-
days and holidays, and we recommended that legislation be amend-
ed so the overtime pay would more directly be linked to the actual
hours worked.

In 1993, the Customs Officers Pay Reform amendments was Con-
gress’ response to our recommendations. They were intended to
more closely match earnings to hours worked. However, the Treas-
ury Inspector General reported in September 1996 that although
COPRA reduced direct spending associated with overtime pay, it
caused a significant increase in the costs associated with night dif-
ferential pay in fiscal years 1995 and 1996.
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Congress dealt with that problem by including restrictive lan-
guage in Customs’ appropriations for fiscal year 1997, and the ad-
ministration has introduced similar language in the budget request
for fiscal year 1998.

Mr. Chairman, this completes my statement, and | will be happy
to answer questions at your leisure.

[The prepared statement follows:]

Statement of Norman J. Rabkin, Director, Administration of Justice Issues,
General Government Division, U.S. General Accounting Office

Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today at this Customs oversight hearing to discuss work
we have done for this Subcommittee addressing Customs’ drug interdiction efforts,
labor-management partnership concept, and issues related to inspectional overtime.
Our testimony is based primarily on products we have issued on each of these sub-
jects since 1991.

Created in 1789, the U.S. Customs Service is one of the federal government’s old-
est agencies. Although its original mission was to collect revenue, Customs’ mission
has expanded to include ensuring that all goods and persons entering and exiting
the United States do so in accordance with all U.S. laws and regulations. Moreover,
a major goal of Customs is to prevent the smuggling of drugs into the country by
creating an effective drug interdiction, intelligence, and investigation capability that
disrupts and dismantles smuggling organizations.

As of January 1997, Customs performed its mission with a workforce of about
19,500 personnel at its headquarters, 20 Customs Management Centers, 20 Special
Agent-in-Charge (SAC) offices, and 301 ports of entry around the country. Customs
collects revenues in excess of $23 billion annually while processing the estimated
14 million import entries and 450 million people who enter the country each year.

DRUG INTERDICTION

In September 1996, we issued a report to this Subcommittee on the drug interdic-
tion efforts of the Customs Service.l As one of the more than 50 federal agencies
involved in the War on Drugs, Customs is responsible for stopping the flow of illegal
drugs across the nation’s borders. In addition to routine inspections to search pas-
sengers, cargo, and conveyances for illegal drugs moving through U.S. ports, Cus-
toms’ drug interdiction program includes investigations and other activities unique
to specific ports.

Our report identified and described the key elements, resources, costs, and per-
formance measures of Customs’ national drug interdiction program, as well as those
of its investigative offices and selected ports in the Miami and San Diego areas.

Customs has two key organizational elements in its drug interdiction program.
First, the Office of Field Operations has over 6,600 inspectors and 527 canine en-
forcement officers who perform inspections at the 301 air, land, and sea ports
around the country. Inspectors use an array of technology in their search for drugs,
such as an X-ray system for trucks and trailers, X-ray machines for containerized
cargo, and fiber-optic scopes to examine gas tanks and other enclosed spaces. In-
spectors also target persons, cargo, and conveyances for examination using manifest
reviews and databases such as the Treasury Enforcement Communications System,
which contains information on suspected smugglers.

Second, the Office of Investigations has about 2,500 special agents, about half of
whom are authorized to react to and investigate drug seizures at ports and develop
cases that implicate drug smuggling operations. Investigations also is responsible
for about 1,100 personnel in aviation, marine, and intelligence units, which support
the drug interdiction mission. The aviation unit supports foreign interdiction oper-
ations, interdicts and apprehends air smugglers, and supports other Customs and
federal, state, and local law enforcement efforts. Marine units interdict, investigate,
and apprehend violators that smuggle drugs into the United States via commercial
and pleasure vessels. To assist in performing these missions, the aviation and ma-
rine units have 78 vessels, 77 airplanes, and 39 helicopters. The intelligence unit
supports Customs’ management and all field elements; this involves developing as-
sessments of drug smuggling threats for various parts of the country. For example,
threat assessments of the Southwest border led, in part, to the Customs Commis-

1Customs Service: Drug Interdiction Efforts (GAO/GGD-96-189BR, Sept. 26, 1996). The data
in this section were current as of September 1996, unless otherwise indicated.
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sioner’s support for creating a major national initiative, Operation Hard Line,2 for
the Southwest border.

Customs reported to the Office of National Drug Control Policy that its combined
budget for drug interdiction and investigations averaged about $575 million for fis-
cal years 1990 to 1996. In fiscal year 1995, its drug interdiction budget was about
38 percent and its drug investigations budget was about 3 percent of the federal
drug control budget.

Customs has traditionally measured the output from its drug interdiction effort
by the resulting number of seizures, arrests, indictments, and convictions. For ex-
ample, in fiscal year 1995, Customs reported about 2,200 cocaine seizures, about 900
heroin seizures, and about 10,000 marijuana seizures—these seizures accounted for
over 50 percent of all drugs seized by federal agencies. It also reported participating
in the seizure of an additional 13 percent of the total drugs seized.

These traditional measures, however, track activity, not outcome or effectiveness.
Customs has sought to develop nontraditional measures for use in assessing the ef-
fectiveness of its drug strategy initiative. For example, Customs is testing a pro-
gram designed to estimate the number of drug smugglers entering the ports, thus
providing it with a baseline from which to measure how effective its inspectors have
been at targeting drug smugglers at the ports. At the time of our report, the pro-
gram was implemented at major air and land border ports.

Our September 1996 report also described drug interdiction activities at major
ports in the Miami and San Diego areas. It provided information on the ports, esti-
mates of the resources Customs had invested in drug interdiction and investigation
activities there, and traditional measures of its success. In addition, we described
a special cargo entry program at the Otay Mesa, California cargo port. The program,
called Line Release, was designed to expedite the release and tracking of low-risk,
high-volume shipments. Under the Line Release program, Customs is to prescreen
manufacturers, importers, brokers, and shippers in an attempt to ensure they are
low risk for drug smuggling; Line Release participants are required to pass five in-
tensive examinations and meet a minimum requirement of 50 shipments per year.
Although the program has been criticized for allowing trucks to enter the United
States from Mexico without inspection, our work showed that vehicles participating
in the Line Release program were subject to the same special enforcement oper-
ations as non-Line Release vehicles, and were inspected more frequently through
these operations than were non-Line Release vehicles.

Finally, our report discussed the challenges Customs was facing in its drug inter-
diction mission. First, we pointed out that Customs’ major challenge was to effec-
tively carry out its drug interdiction and trade enforcement missions while facilitat-
ing the flow of persons and cargo across the borders. Customs has to perform these
missions despite continuous and extensive threats from drug smugglers along the
border.

Second, because its financial information systems are not designed to account for
costs by mission component, Customs has to estimate the amount it is spending for
drug interdiction overall. This reduces Customs’ ability to determine whether alloca-
tion of additional resources at specific ports or in a specific region has produced
commensurate benefits. Customs officials told us that they were developing mission-
and performance-based budgets, in accordance with Department of the Treasury di-
rectives, that would enable them to determine with greater reliability the costs of
drug interdiction activities throughout Customs.

Third, Customs—Ilike other law enforcement agencies engaged in the fight against
drug smuggling—has attempted to develop performance measures. Traditional out-
put measures do not allow officials to gauge the effectiveness of drug interdiction
activities. Even the new, nontraditional measures being developed may not allow
Customs to assess, over time, whether increased efforts are producing better out-
comes.

LABOR-MANAGEMENT PARTNERSHIP CONCEPT

In March 1997, | testified before this Subcommittee on labor-management activi-
ties within Customs.3 The Subcommittee had asked us to review, among other top-
ics, the history of union activity at Customs and the effect that the partnership

2First implemented on the Southwest border, Operation Hard Line emphasizes intensified in-
spections, improved facilities, and the use of technology to detect drug smuggling. It has been
expanded beyond the Southwest border to the southern tier of the United States, including the
Caribbean and Puerto Rico, with enhanced air and marine enforcement.

3U.S. Customs Service: Varied Reaction to the Labor-Management Partnership Concept (GAO/
T-GGD-97-54, Mar. 11, 1997).
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agreement between Customs and the National Treasury Employees Union (NTEU),
the exclusive representative of Customs’ bargaining unit employees,4 had on Cus-
toms’ ability to establish and achieve its mission-related goals. At the time of that
hearing, we had performed preliminary work at Customs headquarters, 5 Customs
Management Centers, 11 ports of entry around the country, the NTEU national of-
fice, and 7 local NTEU chapters.5

Executive Order 12871, October 1, 1993, required the head of each federal agency
to create labor-management councils to help involve employees and their unions as
full partners. These partnership councils are to identify problems and craft solutions
to better serve the agency’s customers and accomplish its mission. In June 1994, the
Customs Service and NTEU entered into a partnership agreement that established
19 goals, set up a National Partnership Council, and stated that NTEU will partici-
pate in agency operational meetings that affect the workforce. In February 1997,
Customs and NTEU implemented a new national contract.

Our limited work revealed a variety of opinions regarding Customs-NTEU rela-
tions since the implementation of the executive order. Most of the Customs man-
agers we interviewed characterized their relationship with NTEU chapters as bet-
ter. Most of the NTEU chapter presidents we spoke with also said the relationship
was better. The views of the Customs first-line supervisors we interviewed were
more evenly distributed from “much better” to “much worse.”

Customs managers and supervisors and NTEU representatives provided similar
comments about the advantages of the partnership concept, citing faster problem
resolution, improved communications, and mutual involvement in decisions. How-
ever, comments on disadvantages revealed no clearly shared views. For example,
managers and supervisors generally stated that all issues must be bargained with
the union before any action can be taken, while NTEU officials generally indicated
that managers want to choose when they include NTEU in making decisions and
when they do not.

Customs’ partnership agreement with NTEU and Executive Order 12871 call for
evaluating the progress of and improvements in the agency’'s performance resulting
from the partnership concept. To a limited extent, Customs had begun that effort.
However, at the time of our testimony, these efforts had not set the groundwork for
the kind of comprehensive evaluation envisioned by the Executive Order and part-
nership agreement. In our work at Customs’ headquarters and several field loca-
tions, we did not see any plans for an evaluation of the impact of the partnership
approach on Customs’ mission.

We pointed out in our testimony that cultural changes such as those promised by
the partnership concept do not occur quickly. The Commissioner of Customs told us
that he expected it to take at least 5 years for the new relationship to become Cus-
toms’ normal operating environment. Nevertheless, given that Customs and NTEU
had been in this new relationship for almost 3 years, we concluded that it was not
too soon for Customs to develop a formal plan for the evaluation of progress and
improvements in organizational performance resulting from this labor-management
partnership.

Overtime Issues

In the Act of February 13, 1911, Congress enacted overtime pay provisions for
Customs inspectors. Sunday work was to be compensated at the rate of 2 days’ regu-
lar pay; on holidays, the rate was to be the total of 2 days’ pay plus the hourly rate
for the period of time worked on the holiday. No minimum period of work was re-
quired to qualify for the premium—overtime—pay. Thus, inspectors could have
worked as little as 1 minute and received 2 days’ pay for Sunday work. For overtime
work at other times during a week, the minimum compensation was 4 to 12 hours’
pay, depending on whether the inspector worked late, came in early, or was called
back to work. In 1983, Congress set a cap of $25,000 on the amount of individual
overtime earnings. With the enactment of the Consolidated Omnibus Budget Rec-
onciliation Act of 1985, Customs began charging user fees for processing passengers
and cargo; the revenue from these fees paid for Customs’ overtime and premium
pay.

4As of January 1997, approximately 11,200 of the 19,500 Customs personnel were eligible to
join NTEU, and about 7,200 had done so.

5Because the testimony satisfied the Subcommittee’s interests at that time, we have not con-
ducted further work on this issue.
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In 1991, we reported to this Subcommittee that overtime pay to Customs inspec-
tors had increased from about $57 million in fiscal year 1985 to about $103 million
in fiscal year 1990. We concluded that an important contributing cause of this
growth was Customs’ focus on ensuring that inspectors did not exceed the $25,000
cap and its disregard of the individual overtime assignments that build to the cap.
We found internal control weaknesses that resulted in errors in preparing overtime
documentation, certifying payments, and entering data in the overtime system. We
also concluded that the 1911 Act provisions hindered the efficient management of
overtime and that the special payments were premised on conditions that no longer
existed. Although we believed that inspectors should be paid extra for working over-
time, we recommended that (1) the 1911 Act be amended so that inspector overtime
pay would be more directly linked to actual hours worked and (2) Customs manage-
ment focus on achieving a more efficient use of overtime.

Based in part on our findings, the Customs Officers Pay Reform Amendments
(COPRA), Section 13811 of the Omnibus Budget Reconciliation Act of 1993, estab-
lished the overtime and premium pay system for Customs officers performing
inspectional services. The intent behind changing the 1911 Act was to more closely
match earnings to hours worked, thereby reducing overtime costs. It was expected
that the changes made by COPRA would result in overtime savings of $12 million
in both fiscal years 1994 and 1995, and a total of $52 million for the 5-year period
ending with fiscal year 1998.7 However, in September 1996 the Treasury Inspector
General (IG) reported that although COPRA reduced direct spending associated
with Customs officers’ overtime pay, it caused a significant increase in the costs as-
sociated with night differential pay.® The IG reported a net increase in overtime pay
of $8.9 million in fiscal year 1995.9

Further, the IG pointed out that future night differential pay to Custom officers
will be even higher. On December 9, 1995, an arbitrator ruled favorably on a griev-
ance filed by NTEU that protested Customs’ refusal to pay night differential to Cus-
toms officers who were on sick or annual leave for 8 hours or longer. The ruling
required Customs to pay employees who would ordinarily receive COPRA night dif-
ferential when at work but who did not receive it when on leave since January 1,
1994. Customs estimated that it paid over $1 million in premium pay for work not
performed as a result of that ruling. Customs’ appropriation act for fiscal year 1997
prohibits this practice for that fiscal year, but this prohibition expires at the end
of fiscal year 1997.

The IG report also pointed out that the pay cap has caused additional increases
in administrative costs for Customs. Annually, inspectors (and canine enforcement
officers) file grievances because they are not allowed to work overtime assignments
if they are close to the $25,000 cap. According to a Customs official, most port man-
agement stop those Customs officers who are approaching the cap (usually those
who had earned about $24,500) from working any more overtime. This work was
performed by other Customs officers who were not at the cap. The IG reported that
in fiscal year 1994 over $100,000 in settlements were paid as a result of these over-
time cap grievances.

Mr. Chairman, this completes my statement. | would be pleased to answer any
questions.

Chairman CraANE. Thank you.
Ms. Koontz.

6 Customs Service: 1911 Act Governing Overtime Is Outdated (GAO/GGD-91-96, June 14,
1991).

7See House Report 103-111, May 25, 1993.

8Night differential pay depends on the regularly scheduled hours of the Customs officer. If
the majority of the officer's hours are between 3 p.m. and midnight, compensation equals the
basic hourly rate plus premium pay of 15 percent of the hourly rate. If the majority of the hours
are between 11 p.m. and 8 a.m., compensation equals the basic hourly rate plus premium pay
of 20 percent of the hourly rate.

9 Customs Officer Pay Reform Amendments (COPRA), Office of Inspector General, Department
of the Treasury, O1G-96-094 (Sept. 13, 1996). Customs reported that this amount increased to
$9.5 million in fiscal year 1996.
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STATEMENT OF LINDA D. KOONTZ, ASSOCIATE DIRECTOR,
INFORMATION RESOURCES, MANAGEMENT/GENERAL
GOVERNMENT ISSUES, ACCOUNTING AND INFORMATION
MANAGEMENT DIVISION, U.S. GENERAL ACCOUNTING
OFFICE; ACCOMPANIED BY MARK BYRD, SENIOR
INFORMATION SYSTEMS ANALYST

Ms. KooNTz. Good afternoon. With me today is Mark Byrd. He
is a senior information systems analyst and he was involved with
our ongoing Customs work. I am pleased to be here today to dis-
cuss the U.S. Customs Service modernization. My remarks will
focus on the progress that Customs has made in addressing the
recommendations we made in our May 1996 report to this Sub-
committee and the challenges that Customs faces as it plans and
develops an Automated Commercial Environment, ACE, the auto-
mated system designed to support Customs’ newly redesigned trade
process and provide the capabilities the Congress called for in es-
tablishing the National Customs Automation Program, NCAP.

In our report last year we stated that Customs was ill-prepared
to develop ACE because the agency was not effectively applying
critical management practices that help organizations mitigate the
risks associated with modernizing automated systems.

Consequently, we believed that efforts to develop ACE were vul-
nerable to failure. Our report noted that clear accountability and
responsibility for meeting the requirements was lacking and as
such recommended that Customs assign such responsibility.

In response, Customs moved quickly to assign responsibility for
NCAP implementation to the Trade Compliance Board of Directors.
Our remaining three recommendations required that Customs take
substantive action to develop and implement improved information
technology practices over a long term.

While Customs has initiated a variety of actions and made
progress toward each situation, it is too early to determine whether
Customs will successfully implement each recommendation. First,
we recommended that Customs identify and analyze how it will
conduct business in the future before selecting an architecture.

An architecture is a blueprint or framework for guiding develop-
ment and evolution of all Customs automated information systems,
including ACE, and is a critical component of any modernization ef-
fort. In response to this recommendation, Customs has hired a con-
tractor to conduct analyses of business requirements and rec-
ommend a process for selecting an architecture by June 1997.

Second, we recommended that Customs institute an investment
review process to involve senior management in applying a dis-
ciplined process for selecting, controlling and evaluating major in-
formation systems projects. In February 1996, even before our re-
port was issued, Customs designated an investment review board
with the Deputy Commissioner as Chair. The board meets monthly
and thus far has discussed issues relating to its scope and oper-
ation. However, Customs has not yet established policies and proce-
dures or implemented an investment review process. Customs has
also hired a contractor to assist them and expects this process to
be in place by July 1997.

Finally, we recommended that Customs ensure that the ACE
project comply with its own systems development policies that re-
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quire extensive project planning and top level management re-
views.

As of early May 1997, Customs had revised the ACE project plan
and believes that the revisions now bring the plan into compliance.
The management practices | have described, if successfully imple-
mented will help reduce the risk inherent in a major information
system project such as ACE. However, Customs also faces a num-
ber of challenges in planning and implementing the ACE project
itself.

For example, Customs cannot say how much ACE will cost.
While Customs estimates ACE will cost $150 million to develop in
a 10-year period, the agency does not have an estimate for the total
cost of ACE that includes operation and maintenance costs. In ad-
dition, this development estimate is not based on the projected size
of the system or level of effort expected for development. Instead,
it is based on the level of funding Customs has historically received
for ACE.

Customs has not determined when ACE will be completed. The
agency lacks an overall schedule for the project. It does have a
schedule for the first phase of ACE, which is the NCAP prototype
which will have certain functions required by NCAP, but has had
difficulty adhering to its schedule. The implementation of the pro-
totype has slipped from January to August 1997, and again to a se-
ries of four releases beginning in October 1997, with the fourth
stage starting in June 1998.

We have discussed these issues with Customs and they are re-
ceptive to the need to better identify the ACE cost schedule and
goals, and they plan to produce a comprehensive plan by February
1998. Customs faces some very significant challenges as they move
forward. To ensure their efforts are successful, they will need to
sustain their commitment and attention through the more difficult
phases of the modernization that are yet to come.

In addition, we plan to continue monitoring their efforts and to
look at such basic questions about ACE as cost, schedule and per-
formance. That concludes my statement and | would be happy to
answer any questions you may have.

[The prepared statement follows:]

Statement of Linda D. Koontz, Associate Director, Information Resources,
Management/General Government Issues, Accounting and Information
Management Division, U.S. General Accounting Office

I am pleased to be here today to discuss issues related to the U. S. Customs Serv-
ice systems modernization. My remarks will focus primarily on Customs’ efforts to
address risks associated with the agency’s modernization of its automated systems.
We made recommendations to help Customs address these risks in our May 1996
report! to this Subcommittee. | will also identify challenges Customs faces as it
plans and develops the Automated Commercial Environment or ACE—which is criti-
cal because this system is planned to support improvements to Customs’ trade com-
pliance (import) process through greater use of information technology.

TRADE COMPLIANCE PROCESS REDESIGN

One of Customs’ primary responsibilities is to assess and collect duties, taxes, and
fees on imported merchandise. Today, this is accomplished with a variety of proc-
esses for handling, inspecting, and accounting for imports that have grown paper

1Customs Service Modernization: Strategic Information Management Must Be Improved for
National Automation Program To Succeed (GAO/AIMD-96-57, May 9, 1996).
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intensive, inefficient, and ineffective. Customs is acutely aware that its ability to
process the growing volume of imports while improving compliance with trade laws
depends heavily on successfully modernizing its trade compliance process and its
supporting automated systems. In recognizing this need to modernize, Customs un-
dertook a major initiative to redesign the trade compliance process. Also, the Con-
gress enacted legislation in 1993 that enabled Customs to streamline trade compli-
ance processing through automation by establishing the National Customs Automa-
tion Program (NCAP). The legislation eliminated certain mandated paper require-
ments and specified critical functions that NCAP must provide, including the ability
for members of the trade community to electronically file import entries at remote
locations and for Customs to electronically process “drawback” claims, which are re-
funds of duties and taxes paid on imported goods that are subsequently exported
or destroyed.

In 1994, Customs began the ACE project that is planned to replace the Automated
Commercial System—Customs’ existing automated import system—with an inte-
grated, automated information system for collecting, disseminating, and analyzing
import data and ensuring the proper collection and allocation of revenue. The NCAP
prototype, intended as the first operational demonstration of ACE, is planned to im-
plement selected features of the NCAP legislation beginning in October 1997. Cus-
toms is also undergoing a separate but related project, called Customs Distributed
Computing 2000 (CDC-2000), to select an information systems “architecture.” This
architecture is essentially a blueprint or framework for guiding the development
and evolution of all Customs’ automated information systems, including ACE and,
as | will highlight in my testimony today, is a key component in successfully devel-
oping automated systems.

FoLLow-Upr ON GAO RECOMMENDATIONS

The framework for GAO’s 1996 review of Customs’ automation was research we
previously conducted across a variety of public and private sector organizations to
identify “best practices” that help these organizations consistently apply information
technology to improve mission performance. The Paperwork Reduction Act and the
Clinger-Cohen Act, which establish responsibilities for effective information tech-
nology management, embrace these practices. These important legislative require-
ments include implementation of an information technology architecture, establish-
ment of a disciplined process to evaluate information technology investments, and
measurement of how well information technology supports agency programs.

In our May 1996 report to this Subcommittee, we stated that Customs was ill-
prepared to develop ACE because the agency was not effectively applying critical
management practices that help organizations mitigate the risks associated with
modernizing automated systems and better position themselves to achieve success.
Specifically, we found that Customs (1) lacked clear accountability for ensu