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August 4, 2006
The Honorable E. Clay Shaw, Jr., Chairman

Subcommittee on Trade

Committee on Ways and Means

1104 Longworth House Office Building 

Washington, DC 20515

Dear Chairman Shaw:

The Joint Industry Group (JIG) would like to thank you for your continued efforts to facilitate the flow of international commerce as Chairman of the Subcommittee on Trade of the House Ways and Means Committee.  In particular, JIG would like to commend the subcommittee for speaking up on the pressing need for the increase of CBP personnel levels, customs modernization and facilitation, and border security reform in the July 25 Customs Budget Authorization hearing. JIG would like to reinforce the importance for such reforms, as well as drawback reform, which has already been included in the FY 2007-08 Customs reauthorization legislation (S. 3658) proposed by the Senate Finance Committee.

JIG is a coalition of Fortune 500 companies, law firms, trade associations, brokers, and service providers who share a common interest in international trade facilitation (please see attached membership list).  JIG member companies represent more than $375 billion annually in international trade.  The coalition has been involved in the enactment of many international trade-related issues, including the Customs Procedural Reform and Simplification Act of 1978 and the Customs Modernization Act enacted as part of NAFTA.  

First, JIG is deeply concerned that the provision under section 412(b) of the Homeland Security Act that establishes minimum CBP personnel levels has not been met.  Increasingly, importers are unable to obtain timely informal oral advice and/or written opinions concerning the proper classification, valuation and marking of their goods.  Because of a lack of inspectors, protest officers and entry specialists, importers are also experiencing longer wait times for inspections, decisions on protests and refunds which, in many instances, results in the Treasury expending millions of dollars in additional interest.  The large number of retirements in the ranks of experienced Customs officials is also worrisome because newer personnel are not well trained and frequently make erroneous judgments or decisions, resulting in additional ruling requests, administrative protests, requests for Internal Advice, and litigation, all of which is burdensome for both Customs and importers. 
We are equally concerned that the enhanced and seemingly redundant border security screenings, such as those that would be required under the Western Hemisphere Travel Initiative, will be exceedingly harmful to cross-border commerce and the American economy in general. As such, JIG strongly urges the Subcommittee to ensure, as it promised in the recent hearing, that required CBP personnel levels for processing both merchandise and passengers are met by the end of the year, and that a sound understanding of the economic impact of increased border security is reached before additional requirements are imposed, if at all. 

Moreover, JIG would like to further voice its approval for trade facilitation measures such as the Customs-Trade Partnership Against Terrorism (C-TPAT) and CBP’s Automated Commercial Environment (ACE) computer system.  JIG supports continued funding for ACE and feels that C-TPAT should be voluntary while expanded to include access by small and large businesses.  JIG echoes the hearing’s industry witnesses in asserting that full participation in ACE by all parties involved is necessary and reinforces the call for a provision requiring all related government agencies to use ACE.
CBP is to be commended for its actions in response to terrorist attacks.  C-TPAT and the Container Security Initiative are among the flagship programs to combat terrorism.  Unfortunately, progress has stalled in recent months and the work is not complete.  Costly and time consuming ‘point solutions’ such as 100% container examination and x-ray add little to nothing to cargo security while wreaking havoc on trade facilitation.  Real protection against terrorism must start at the point of origin.  Without security at the point of origin the additional layers are meaningless, as CBP cannot perform background checks on the operations of millions of small and medium-sized businesses around the globe.  If third party validators are to be required or allowed to validate foreign suppliers, standards for such point of origin validations must be addressed. 
Though drawback reform was not specifically addressed in the recent hearing, JIG believes that the duty drawback program is also a very important potential source of assistance to the US business community, but the current program is significantly flawed.  Since the inclusion of drawback in the Tariff Act of 1789, few importing and exporting companies have taken advantage of the duty drawback refund program because of the burdensome nature of the documentation required to acquire the refund. Due to these complexities, countless American businesses have foregone billions of dollars of eligible drawback refunds at the cost of their own international competitiveness. For the past several years, the trade community has worked in collaboration with CBP to design a more effective program.  As such, we strongly endorse the amendments recently proposed by Senator Grassley and Senator Baucus to the FY 2007-08 Customs reauthorization legislation (S. 3658), which will simplify the substitution process involved in claiming drawback, expand the eligible drawback to multiple substitution, eliminate the necessity for lengthy customs rulings for drawback approval, and reduce the burden of proof of exportation to companies filing for drawback refunds. We urge the House to adopt similar provisions in its corresponding legislation, as all of these changes will make the process of obtaining drawback more economically feasible and allow more American exporters to claim such duties and thus compete better in foreign markets.  JIG strongly encourages Congress to enact legislation this year that implements these important changes.

JIG commends the House Ways and Means Trade Subcommittee for ensuring that trade facilitation and the commercial operations functions of Customs and Border Protection are given sufficient priority by the Department of Homeland Security and strongly encourages the Subcommittee to include a drawback reform provision, as well as the other previously mentioned reforms in the FY 2007-08 Customs reauthorization bill. As time is of the essence, we urge the Subcommittee to act quickly in order to provide sufficient time to the House to pass this legislation before the end of this Congress.

Sincerely,

Mary K. Alexander

The Joint Industry Group
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American Institute for International Steel

American Iron and Steel Institute

APL, Ltd.
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Nortel Networks
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