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IMPROVING SECURITY AND FACILITATING
COMMERCE WITH MEXICO AT AMERICA’S
SOUTHERN BORDER

MONDAY, DECEMBER 9, 2013

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE WESTERN HEMISPHERE,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:18 a.m., at Tuc-
son City Council, City Hall, 255 West Alameda Street, Tucson, Ari-
zona, Hon. Matt Salmon (chairman of the subcommittee) presiding.

Mr. SALMON. A quorum being present, the subcommittee will
come to order. I am going to start by recognizing myself and the
other members to present our opening statement, and then I will
present the rules of the hearing and yield time to our witnesses.

Good morning, and welcome to this hearing on our vital commer-
cial relationship with Mexico and what we can do to enhance the
flow of commerce while maintaining security along the southern
border. I would like to give a warm welcome and personally thank
Albio Sires, who is our ranking member on the subcommittee, for
braving the scary skies right now this time of year with all the
weather patterns across the eastern seaboard, and appreciate the
fact that he was able to get here. I know he had some real difficul-
ties, so thank you for taking the time.

I would like to thank my colleagues from Arizona, Ron Barber,
Kyrsten Sinema, and David Schweikert, for attending this meeting.
I believe it is one of extreme importance to the State of Arizona,
and particularly here in southern Arizona.

The chairman of the full committee, Ed Royce, was going to be
here, but his airplane, because of the weather across the country,
got cancelled last night, and he sends his profound regrets. But he
has been incredibly supportive of the Subcommittee on the Western
Hemisphere, and I appreciate his trust in asking me to chair this
subcommittee. I knew immediately when he asked me to chair this
subcommittee that I wanted to focus on the growing trade and in-
vestment opportunities that exist throughout the western hemi-
sphere. I pay particular attention to potential energy independence
and security in North America. Thanks to our own energy renais-
sance and increased production in Canada, I have been pushing the
Obama administration to finally approve the Keystone XL Pipeline,
which promises to create jobs while making us less dependent on
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energy from areas around the world that are less friendly to our
interests.

Right now, Mexico is debating meaningful energy sector reforms,
reforms that would open up their energy sector to private invest-
ment through a constitutional amendment. If passed, and most ex-
perts believe that it will, Mexico will be able to realize its real pro-
duction potential, making North America—the U.S., Canada, and
Mexico—truly energy self-sufficient. Mexico is moving ahead with
reforms in the education and telecommunications sectors as well.
Reforms in Mexico, including judicial reforms, are significant steps
the Government of Mexico is taking to improve its economic land-
scape.

As you all know, the economies of the United States and Mexico
are deeply intertwined, linked by geography, cultural ties, and the
North American Free Trade Agreement. Since NAFTA took force
nearly 20 years ago, the stock of bilateral foreign direct investment
has increased six-fold. In 2012 alone, bilateral trade in goods and
services between our two countries topped $%2 trillion. Our eco-
nomic partnership with Mexico has the potential to play a key role
in strengthening supply chains and boosting exports to the rest of
the world.

Our production-sharing relationship with Mexico is important to
understand. Indeed, 40 percent—that is right, 40 percent—of the
value of all U.S. imports of final goods from Mexico actually come
from materials and parts produced in the United States. This
means that approximately 40 cents out of every dollar U.S. con-
sumers spend on Mexican imports actually goes to United States’
companies and workers. This is a direct result of production shar-
ing that is made possible and enhanced by proximity and cultural
ties with our Mexican and our Canadian neighbors.

The same cannot be said for goods coming from anywhere outside
of North America. For example, U.S. imports from China have an
average of only 4 percent U.S. contact as compared to the 40 per-
cent figure I mentioned with Mexico. Exports to Mexico from the
great State of Arizona have increased by 225.2 percent since
NAFTA took force. And Arizona is the sixth largest exporter of
goods to Mexico among all the States in the Union.

Mexico is Arizona’s top trading partner with upwards of $13 bil-
lion worth of trade crossing our shared border each year, and Mexi-
can visitors spend over $7 million each day in Arizona translating
to $2.3 billion annually for Arizona and tourism from Mexico. It is
clear that in terms of job creation and economic opportunity for Ar-
izona and the country, our relationship with Mexico and, of course,
Canada is vital.

The good news is that our commercial relationship with Mexico
continues to grow. The bad news is that our ports of entry face sig-
nificant challenges keeping up with this growth, resulting in wait
times along the border that cost an average of $7.2 billion a year.

The September 11th, 2001 attacks on our country, coupled with
the costs of illegal immigration, particularly on the border States,
forced the United States to reevaluate border management, mean-
ing needed security improvements have often been made at the ex-
pense of maintaining efficiencies. I convene this hearing today spe-
cifically to get at what we need to do both in the public and private
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sectors to improve border infrastructure to better facilitate trade
without letting down our guard on border security efforts.

The United States is already partnering with Mexico on security
through the Merida Initiative, a partnership that I support strong-
ly. While Mexico has made important commitments to security
along our border, the United States must continue pressing Mexico
to step up efforts to address violence among the most dangerous
parts of our border by increasing Mexican deployments able to con-
duct joint patrols with the U.S. Border Patrol. It is important that
we not lose sight of the serious security concerns that continue to
plague Mexico.

Efforts to further secure our border can and should be achieved
without hampering better and more efficient flows of commerce
across our various ports of entry. Border security and efficient
flows of commerce need to be mutually conductive efforts. Working
to pass pro-trade policies that include—excuse me—that improve
our important economic relationship with Mexico and serve to ben-
efit both our economies should be a major goal for all Members of
Congress, regardless of their political party.

Here in Arizona, we know trade, particularly with our North
America partners, is not a partisan issue, and I am so pleased that
my Democratic colleagues are joining me here today for this bipar-
tisan hearing. I would like to make a side note. This is my second
time serving in Congress, and I have got to tell you I have never
seen a more cohesive, friendly, let us get things done kind of atti-
tude delegation. I mean that across the board with our Republicans
and our Democrats. I believe that we have a very, very good rela-
tionship. And though you are hearing a lot through the media that
the partisan rancor on Capitol Hill is at an all-time high, I am
pleased to say that we actually, from our delegation, are friends
and we work well together.

I am disappointed that due to the weather delays, Assistant Sec-
retary Alan Bersin of the Department of Homeland Security could
not be with us today, but I would like to ask for unanimous consent
that one of our staff members, Mark Walker, would be allowed to
read the entire testimony. I believe it is very, very valid. So with-
out objection, so ordered.

Secretary Bersin has been involved in the important negotiating
agreements with his counterparts in Mexico that will improve secu-
rity and commercial flows along our southern border. His testimony
is an important component of this hearing. And in addition, Sec-
retary Bersin will be making himself available to answer questions
from the members at a date to be determined in Washington, DC.

I am also grateful for our distinguished panel of private wit-
nesses: Mr. Eric Farnsworth of the Council of the Americas, Ms.
Lea Marquez Peterson, president and CEO of the Tucson Hispanic
Chamber of Commerce and a rising star not just in Arizona, but
I think here in the United States. I am pleased to have Mr. Glenn
Hamer, president and CEO of the Arizona Chamber of Commerce
and Industry, a dear friend and a great leader, Mr. Timothy
Hutchens, executive vice president of the Federal Lessor Advisory
Group, and Mr. Christopher Wilson from the Mexico Institute at
the Woodrow Wilson Center.
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I would now like to recognize my dear friend, and colleague, and
ranking member of the subcommittee, Mr. Sires, for his opening re-
marks.

Mr. SIRES. Well, good morning, everyone. Chairman, thank you
very much for inviting me. I cannot think of anybody better to
serve with in Congress than my colleague as chairman here. This
is my second time in Arizona. I have been to the golf courses in
Scottsdale, but they tell me that the golf courses down here at
more beautiful. [Laughter.]

It is beautiful here, so I am looking forward to this hearing.

Good morning, and thank you to our witnesses for being here
today. The U.S. and Mexican bilateral relationship is critical to the
economic and public security of both nations. Unfortunately, it also
has to be amongst the relationships most taken for granted and
least appreciated in U.S. foreign policy. This is in spite of the fact
that our nations share a vast history, common values, and a nearly
2,000-mile border. The U.S. is Mexico’s largest trading partner and
largest foreign investor. Mexico, in turn, is the third largest U.S.
trading partner after Canada and China.

In 2012, combined annual trade between our two nations was
$494 billion, and since the North American Free Trade Agreement
took effect in 1994, U.S. trade with Mexico has increased over 500
percent. Additionally, Mexico-U.S. migration remains today the
largest bi-national migration in the world. These statistics are sig-
nificant and set the backdrop for today’s discussion on improving
security and facilitating commerce with our southern neighbors.

Neither the U.S. nor Mexico lives in isolation. Clearly what hap-
pens on the one side of the border has political and economic reper-
cussions on the other. This was clear surely after the global finan-
cial crisis that beset the United States and soon after the esca-
lation of drug trafficking related violence that spread in Northern
Mexico. The push and pull factors that dictate migration flows
were turned upside down by local communities on both sides of the
border due to negative economic activity. In that regard, the United
States and Mexico have an undeniable and mutual responsibility to
border security and facilitating the flow of goods and people in an
effective and a humane matter. Advancing border security and
trade facilitation are often thought to be mutually exclusive goals.

On the one hand, border security entails risk management of
border flows by identifying and preventing the illegal entry of illicit
goods and unauthorized persons while enforcing policies that gov-
ern their exchange and transit. On the other hand, trade facilita-
tion involves improving the efficiency and predictability of proc-
essing times at U.S. ports of entry for both goods and people. By
their very nature then, border security affects efforts, creates speed
bumps of ports of entry while trade facilitation aims to remove
them, caught in the middle of the U.S. and Mexican economies
with billions of dollars in lost economic output and the thousands
of authorized persons crossing daily alongside countless unauthor-
ized persons attempting to do the same.

I would be interested to hear how U.S. consulates and border pa-
trol, associated Homeland Security, and U.S. Agencies Division are
aiming to address the tension that exists between border enforce-
ment and trade facilitation. The tension between border security
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and trade facilitation does not only affect the flow of goods and
services and those persons authorized to cross freely between our
respective borders. A byproduct of this tension is a series of ad-
verse unintended consequences resulting in border area crime, civil
rights abuses, and loss of life.

A more profound and distressing toll is taken by the thousands
of unauthorized persons who by no fault of their own are compelled
to leave their home and endeavor a life-threatening journey involv-
ing extortion and sexual assaults, over treacherous terrains in
hopes of entering the United States. Although an effective deter-
rent, increasing force and monitoring would also compel many
would-be unauthorized persons into the United States utilizing
smuggling networks to resort to riskier means to enter the United
States.

While many of these migrants come from regions other than
Mexico, like Central America, approximately half of the unauthor-
ized immigrants in the United States are from Mexico. Most of
these migrants endeavor this journey in the hope of a better life.
Nevertheless, the possibility exists that persons wishing to inflict
harm on the United States’ public can also enter through these
means. Additionally, for those unauthorized persons that are cap-
tured, detained, and eventually repatriated, we must ensure that
the enforcement of our laws is done in a humane manner, respect-
ful of our Constitution and their civil rights. Deportees are at risk
of becoming repeat offenders and victims of border crime syn-
dicates. We shall seek balance between national enforcement and
repatriation that lessens this likelihood.

The current paradigm between our nations is all too real, while
also being broken down by the communities that straddle our
2,000-mile border, and our brave men and women assigned to pro-
tect it. As potential legislation affecting the nearly 11,000 million
undocumented immigrants remains stalled in Congress, policy-
makers in our Nation’s capital must be equally mindful and aim
to break down this divide.

I look forward to hearing from our panelists. Thank you very
much. And I would also like to welcome my colleagues, which I
should have done at the beginning, but I am grateful they are here
with me. Thank you very much.

Mr. SALMON. Thank you. I would like to recognize the gentleman
from Tucson, Mr. Barber.

Mr. BARBER. Well, thank you, Mr. Chairman, and thank you,
Ranking Member, for having this hearing and inviting myself and
my colleagues from the Arizona delegation.

As a member of the Homeland Security Committee and ranking
member on the Oversight Committee, I am very concerned about
the issue that you have brought to the table today. And I really
look forward to the opportunity to hear from the witnesses.

But here is my take on it. We must expedite the legal flow of
commercial traffic into our country. When you have to wait 2%
hours at our ports of entry here in southern Arizona, you are not
going to be coming as often as you might. Thirty percent of the rev-
enue that is taken in at the major malls in Pima County, 30 per-
cent of that revenue comes from visitors who come from Mexico.
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When they wait 22 hours, they are not going to come through this
port of entry. They are going to find another place to come.

We must also pay attention clearly, Mr. Chairman, to border se-
curity. I live in Tucson, but I represent a district that has 13 per-
cent of the Mexico-Arizona border. We have done a lot of work to
improve border security, but we have not completed the job. When
the people I represent who live outside of the ports of entry, rural
Pima County or rural Cochise County, I should say, from Douglas
to the New Mexico State line, and in between the ports of entry
going west, they live each day in fear of the cartels. We have to
protect people living in those homes and on those ranches, but we
also have to be smart about how we do it.

To me it is about border security coupled with economic security.
The commercial traffic that comes into our State if we do a better
job of staffing the ports of entry will be incredible growth potential
for our State and for the country. I have spoken to people down in
Nogales and Douglas about the delays and what it means to them.
The Fresh Produce Association, Bruce Bracker, I believe is here
today representing that community and has, I think, a lot of great
insights about what needs to be done to staff up the ports of entry.

While we have appropriately increased the number of border pa-
trol agents we have in the southwest border, we have done very lit-
tle, Mr. Chairman, to increase the number of customs agents that
staff the ports of entry. We are getting ready to open the Mariposa
extension of the Nogales port of entry, a tremendous new asset to
increasing commercial trafficc. We need to be ready for the in-
creased commercial traffic that is going to come from Mexico when
the port at Guaymas is deepened and will rival Los Angeles as a
major place where imports and exports come and go. If Arizona is
not ready, we will lose a tremendous amount of economic benefit
from that deepening of the port.

But even now before that is available, we have problems at the
ports of entry both in Douglas and in Nogales. Douglas, for exam-
ple, a port of entry that was built in 1932 without any measurable
improvements since that time, needs to be upgraded. We need more
agents. We need a better infrastructure.

Nogales, certainly a much more modern port. The DeConcini port
of entry and the Mariposa port of entry are going to be, when they
are completed—Mariposa—tremendous avenues for legal commer-
cial traffic. And unless we staff them properly, we will never get
the job done. When we look at the potential economic development
and benefit to Arizona and to the Nation at large, those ports of
entry have to be properly staffed.

But going back for a moment to the issue of border security, we
cannot have one without the other. I am very proud to say that the
Homeland Security Committee passed a bill called the Border Se-
curity Results Act, a bill that I co-sponsored. And that bill was
passed unanimously, Mr. Chairman, by every member of that com-
mittee, Democrat and Republican alike. That is the kind of biparti-
sanship we need in the Congress more, and we are getting it, as
you have mentioned, in ways that do not meet the headline test.
They do not get publicized because it is not great news when peo-
ple get along, and cooperate, and get things done.
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But that Border Security Results Act could be a path toward im-
proving ports of entry staffing and to securing the border in a
smart way, which requires that stakeholders who live and work on
the border, border patrol agents, law enforcement officials are con-
sulted by the Department of Homeland Security before they de-
velop a strategic plan to implement a better and improved border
security plan. So we have great potential, and I hope that all mem-
bers of the House of Representatives will soon have an opportunity
to vote on that bill and to move forward with that important devel-
opment of our border security and economic security opportunities.

It is really a privilege to be with you today. Thank you, Mr.
Chairman and Ranking Member, for inviting myself and our col-
leagues from Arizona to join you, and we look forward to hearing
from the witnesses. I yield back.

Mr. SALMON. Thank you, Mr. Barber. The chair recognizes the
gentlewoman from CD 9, Ms. Sinema.

Ms. SINEMA. Thank you so much, Mr. Chairman, and thanks for
inviting me to join you all here today. It is great to be back in my
hometown of Tucson, Arizona. And I really feel honored and privi-
leged to be with all of you here today to talk about an issue that
is important not just to our Nation, but, in particular, important
to Arizona and southern Arizona.

While Canada and China are the two largest trading partners at
the national level for the United States, Mexico is Arizona’s largest
export market and our top trading partner. In 2012, the year for
which we have the most recent statistics, Arizona exported nearly
$6.3 billion in goods and services to Mexico, and, of course, this
number totals over 30 percent of all of Arizona’s exports. So the im-
portance of having a smooth and efficient relationship with our
largest trading partner cannot be over emphasized here in Arizona.

I am proud to say that Congressman Salmon and I are working
together with a host of business organizations in Arizona to in-
crease Arizona’s export industry to all nations, but particularly to
our largest trading partner and our closest neighbor, Mexico. How-
ever, I think we all can recognize that many hurdles prevent the
efficient and effective movement of goods and services from Arizona
to Mexico, and equally importantly from Mexico into Arizona. For
instance, the unpredictable and lengthy wait times at Arizona’s
ports of entry from Mexico have forced many of our produce compa-
nies to divert their import traffic to southern Texas. No offense to
them, but we would like that traffic right here in Arizona.

Congress must take action to ensure that the U.S. Customs and
Border Protection Agency can operate all ports of entry in our
country smoothly and efficiently to allow for the free and efficient
flow of commerce back and forth across our border. Equally, Con-
gress must also take action and pay attention to immigration in a
fashion that ensures border security, and that adjusts our visa sys-
tem to meet the demands of the U.S. labor market rather than con-
tinuing to rely on an antiquated and outdated visa quota system
that fails to meet the needs of American businesses and employers.
Nowhere is that felt more acutely than here in Arizona.

So, Mr. Chairman, thank you again for inviting me to join this
field hearing today, and I believe if this panel were granted the au-
thority to come up with the solutions and address them with Con-
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gress and the Senate, I think we would be able to solve this prob-
lem. So if there is a way for the Speaker to allow this group to
make the decision, I think we would be able to solve this problem
and get our State and our country back on a strong economic foot-
ing to increase trade, to protect our borders, and to grow our eco-
nomic engine in America. Thank you, Mr. Chair.

Mr. SALMON. Thank you. The chair now recognizes the gen-
tleman from Fountain Hills, Mr. Schweikert.

Mr. SCHWEIKERT. Scottsdale.

Mr. SALMON. Scottsdale.

Mr. SCHWEIKERT. Thank you, Mr. Chairman. And I will not
argue with you about the golf courses, but

Mr. SIRES. That is what they said.

Mr. SCHWEIKERT. You know, just next time you come to Scotts-
dale, call me, we will work something out for you.

Mr. SIRES. You got it.

Mr. SCHWEIKERT. And, Mr. Salmon, to members and everyone
here, one of the things our office has been specializing in is the
other side of bilateral trade and regional trade, and that is also the
externalities of transaction costs, whether it be regulatory, whether
it be financial. And much of this, we have a great interest in what
is happening not only directly south of the border, but in the entire
region with modernization of banking systems, but also the prom-
ises that were woven within NAFTA 20 years ago of being able to
have, you know, fair, open contracts, whether it be within tele-
communication, within the next generation of the banking systems,
and the transactional costs that that will bring.

What is unique for all of us in this is we have an amazing oppor-
tunity just before us. Some of this is because of what is happening
from the energy sectors in our country and also south of the border
to actually have an entire region that actually has an amazing en-
ergy future and with that, the ability to become a key manufac-
turing hub for the entire world. But with that, we also have to
overlay the honest discussions of security and what it means to our
populations on both sides of the border.

And I hope actually as we hear the different witnesses come up
and speak we have a discussion that is more than just-in-time
products, perishables, backing up, but also the discussions of what
is the next generation solutions. Is it a, you know, subscription ex-
press type lane mechanisms to move those just-in-time perishable
products, and if so, what should those partnerships end up looking
like? And with that, Mr. Chairman, I yield back.

Mr. SALMON. Thank you, Mr. Schweikert.

Pursuant to Committee Rule 7, the members of the subcommittee
will be permitted to submit written statements to be included in
the official hearing record.

Without objection, the hearing record will remain open for 7 days
to allow statements, question, and extraneous materials for the
record, subject to the length and limitation of the rules.

As I mentioned earlier, Secretary Bersin was waylaid due some
of our airline traffic problems. And without further ado, I am going
to ask Mr. Walker to go ahead and read his testimony. And as I
mentioned, before, he will make himself available when we get
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back to Washington to answer questions that we might have. Mr.
Walker?

Mr. WALKER. Mr. Chairman, let the record reflect that I am
Mark Walker, staff director for the Western Hemisphere Sub-
committee on the House Foreign Affairs Committee. And I have
been asked today to read the statement as provided for the record
of Alan D. Bersin, Assistant Secretary for the Office of Inter-
national Affairs and Chief Diplomatic Officer of the U.S. Depart-
ment of Homeland Security.

STATEMENT OF THE HONORABLE ALAN BERSIN, ASSISTANT
SECRETARY, OFFICE OF INTERNATIONAL AFFAIRS AND
CHIEF DIPLOMATIC OFFICER, U.S. DEPARTMENT OF HOME-
LAND SECURITY

[As read by Mr. Walker.]

Chairman Salmon, Ranking Member Sires, and distinguished
members of the subcommittee, on behalf of the Department of
Homeland Security, Acting Secretary Rand Beers, I want to thank
you for your continued support and the opportunity to testify today
about trade facilitation in the border region.

In the last 5 years, the United States and Mexico have revolu-
tionized their security and trade relationship, achieving unprece-
dented levels of cooperation and success. This transformation has
been largely built on a new understanding of borders, a new bi-na-
tional approach to border management, and direct sustained bilat-
eral engagement at the most senior levels of government. Now, his-
torical levels of cooperation are on display across the spectrum of
both countries’ governments, and the U.S.-Mexican border is safer,
more secure, and more efficient than it has ever been.

The core of DHS interests lies in improving joint border manage-
ment, which includes everything from investigations to disaster re-
sponse, admissibility determinations to joint operations, and appro-
priate information sharing to the repatriating of Mexican nationals.
The majority of the DHS programmatic efforts with Mexico are fo-
cused on expediting the legitimate flow of goods and people and
interdicting and preventing the illicit trafficking of people, weap-
ons, drugs, and currency. DHS continues to have a robust and mu-
tually beneficial relationship with our counterparts in the Govern-
ment of Mexico based on the doctrines of co-responsibility of our
shared border and co-management of migration issues.

The United States and Mexico share a historical unique relation-
ship of migration, trade, and cultural exchange. The 1,969-mile bor-
der between the United States and Mexico is the most frequently
crossed border in the world. Trade between the United States and
Mexico continues to grow, totaling nearly $500 billion in goods dur-
ing 2012 alone, making Mexico the United States’ third largest
trading partner and second-largest export market. Mexico also has
the largest number of airports—36—of any nation in the world pro-
viding last point of departure service to the United States.

Conventional wisdom on the U.S.-Mexico border has told us for
many years that trade and security are mutually exclusive, that an
increase in one must lead to a decrease in the other. We have
learned that this is a false dichotomy when managing the border.
First, it fails to address the everyday experiences of people who live
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along the U.S.-Mexico frontier. Second, it ignores the growing im-
portance to the prosperity of both nations of our bi-national trade.
Third, it poses a false anachronistic choice between security and
trade that results in grossly inefficient border management.

We are now devising innovative solutions to address the difficul-
ties we face head on and liberate us from the conceptual strait-
jackets of security versus trade or national versus local. Commerce
and public safety can be mutually reinforcing from the standpoint
of both Federal requirements and local interests. The fact that
trade and security can enhance one another does not mean that
they automatically will. We must regularly use smarter security
practices and technologies on our border that allow us to process
with maximum efficiency goods and travelers that we know are
safe and legitimate, and focus our energies on people and ship-
ments that could potentially pose a threat to our safety and our
prosperity.

The concerted reshaping of the U.S.-Mexico bilateral relationship
begun in earnest through the Merida Initiative was deepened and
memorialized in the 21st Century Border Management Declaration.
Spurred by this declaration, we have begun to move decisively.
Trusted partner programs for people in commerce, such as SENTRI
and Global Entry/Viajeros Confiables, FAST and C-TPAT/Nuevo
Esquema de Empresas Certificadas, or NEEC, must be expanded
dramatically and utilized more systematically. These programs
allow us to move quickly to process cargo and previously vetted
travelers, which in turn allows a focus of time and energy on goods
and people about which less is known. Local communities and busi-
nesses must partner with Federal authorities to expand the num-
ber of trusted travelers and cargoes so that we can expedite their
movement at scale and focus regulatory attention in a targeted
fashion.

In 2013, C-TPAT and NEEC finalized the details of a joint work
plan that will guide the work required toward achieving mutual
recognition, or MR, in 2014. MR will benefit both Mexico’s and
U.S.” trade community and governments by increasing resource ef-
ficiency, transparency, and decreasing duplication of efforts while
still bolstering security across both borders.

Federal authorities working with local communities must con-
tinue to support initiatives that are tailored for specific ports of
entry and that reengineer processes to make more efficient use of
existing infrastructure. Local efforts are customized to reflect the
needs and circumstances of the local community as well as the re-
sources available to it. The important point is that they result from
a process of co-creation by and between the U.S. and Mexican pub-
lic and private sectors.

Our policy making and politics must take account of the inter-
national and domestic interests affected by border issues and the
nature of border issues. Today the communities both at the border
and in the interior most deeply touched by border policies devel-
oped in Washington and Mexico City often have little role in devel-
oping and implementing those policies. Not only does this fact lead
them unrepresented on matters that ultimately affect them, it robs
the policy making process of much needed local expertise and expe-
rience as well as political support. To generally secure our border
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and encourage trade, we must enlist the interests, insight, and
imagination of local communities on both sides of the borders.
[The prepared statement of Mr. Bersin follows:]

e

Statement of
ALAN D. BERSIN

ASSISTANT SECRETARY — OFFICE OF INTERNATIONAL AFFAIRS AND
CHIEF DIPLOMATIC OFFICER

U.S. DEPARTMENT OF HOMELAND SECURITY
Before the
UNITED STATES HOUSE OF REPRESENTATIVES
FOREIGN AFFAIRS COMMITTEE
SUBCOMMITTEE ON THE WESTERN HEMISPHERE
Hearing on

Improving Security and Facilitating Commerce with Mexico at America's Southern Border

December 9, 2013
Tucson, Arizona



12

Trade Facilitation in the Border Region

Chairman Salmon, Ranking Member Sires and distinguished Members of the
Subcommittees: On behalf of Department of Homeland Security Acting Secretary Rand Beers, 1
want to thank you for your continued support and the opportunity to testify today about trade
facilitation in the border region.

Context

In the last five years, the United States and Mexico have revolutionized their security and
trade relationship, achieving unprecedented levels of cooperation and success. This
transformation has been largely built on a new understanding of borders; a new bi-national
approach to border management; and direct, sustained, bilateral engagement at the most senior
levels of government. Now, historic levels of cooperation are on display across the spectrum of
both countries’ governments, and the U.S.-Mexican border is safer, more secure, and more
efficient than it has ever been.

The core of DHS interest lies in improving joint border management, which includes
everything from investigations to disaster response; admissibility determinations to joint
operations; and appropriate information sharing to repatriation of Mexican nationals. The
majority of DHS programmatic efforts with Mexico are focused on expediting the legitimate
flow of goods and people and interdicting and preventing the illicit flows of people, weapons,
drugs, and currency. DHS continues to have a robust and mutually-beneficial relationship with
our counterparts in the Government of Mexico based on the doctrines of co-responsibility of our
shared border and co-management of migration issues.

Borders

The United States and Mexico share a historically unique relationship of migration, trade,
and cultural exchange. The 1,969 mile border between the United States and Mexico is the most
frequently crossed border in the world. Trade between the United States and Mexico continues
to grow, totaling nearly $500 billion in goods during 2012, making Mexico the United States’
third largest trading partner and second largest export market. Mexico also has the largest
number of airports (36) of any nation in the world providing last point of departure service to the
United States.

Conventional wisdom on the U.S./Mexico Border has told us for many years that trade
and security are mutually exclusive—that an increase in one must lead to a decrease in the other
We have learned that this is a false dichotomy when managing the border. First, it fails to
address the everyday experiences of people who live along the U.S./Mexico frontier. Second, it
ignores the growing importance to the prosperity of both nations of our binational trade. Third, it
poses a false anachronistic choice between security and trade that results in grossly inefficient
border management.

We are now devising innovative solutions that address the difficulties we face head on
and liberate us from the conceptual straight-jackets of “security versus trade” or “national
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versus local.” Commerce and public safety can be mutually reinforcing from the standpoint of
both federal requirements and local interests. The fact that trade and security can enhance one
another does not mean that they automatically will. We must regularly use smarter security
practices and technologies on our borders that allow us to process with maximum efficiency
goods and travelers we know are safe and legitimate, and focus our energies on people and
shipments that could potentially pose a threat to our safety and our prosperity.

The concerted reshaping of the U.S.-Mexican bilateral relationship, begun in earnest
through the Mérida Initiative, was deepened and memorialized the Tiwventy-Iirst Century Border
Management Declaration. Spurred by this declaration we have begun to move decisively.
Trusted partner programs for people and commerce such as SENTRI and Global Entry/Fiajeros
Confiables, FAST and C-TPAT/Nuevo Esquema de Empresas Certificadas (NEEC) must be
expanded dramatically and utilized more systematically. These programs allow us to more
quickly process cargo and previously vetted travelers, which in turn allows a focus of time and
energy on goods and people about which less is known. Local communities and businesses must
partner with federal authorities to expand the number of trusted travelers and cargoes so that we
can expedite their movement at scale and focus regulatory attention in targeted fashion. Tn 2013,
C-TPAT and NEEC finalized the details of a “Joint Work Plan” that will guide the work required
towards achieving Mutual Recognition (MR) in 2014, MR will benefit both Mexico’s and the
U.S.’s trade community and governments by increasing resource efficiency, transparency, and
decreasing duplication of efforts while still bolstering security across both borders.

Federal authorities working with local communities must continue to support initiatives
that are tailored for specific ports of entry, and that re-engineer processes to make more efficient
use of existing infrastructure. Local efforts are customized to reflect the needs and
circumstances of the local community as well as the resources available to it. The important
point is that they result from a process of co-creation by and between the U.S. and Mexican
public and private sectors.

Conclusion

Our policy-making and politics must take account of the international and domestic
interests affected by border issues nature of border issues. Today the communities, both at the
border and in the interior most deeply touched by border policies developed in Washington and
Mexico City, often have little role in developing and implementing those policies. Not only does
this fact leave them unrepresented on matters that intimately affect them, it robs the policy-
making process of much needed local expertise and experience as well as political support. To
genuinely secure our border and encourage trade, we must enlist the interest, insight, and
imagination of local communities on both sides of the borders.
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Mr. SALMON. Thank you, Mr. Walker. I will excuse you, and I
would like to seat the second panel. Before I introduce the panel,
I want to inform the members that two of our witnesses may have
to leave early because of prior commitments.

I would like to begin introducing the panel starting with Mr.
Farnsworth. Mr. Farnsworth is the vice president of the Council of
the Americas and Americas Society. He is a foreign policy profes-
sional with experience in public, private, and non-profit sectors.

Ms. Marquez Peterson is the president and CEO of the Tucson
Hispanic Chamber of Commerce and is an advocate of the southern
Arizona business community. She received a B.A. in marketing and
entrepreneurship from the University of Arizona, and an M.B.A.
from Pepperdine University. I understand the University of Ari-
zona is going to get a great ranking today, or has that already
come out? [Laughter.]

Number one, right? All right. That is what I am hearing. All
right. Next is Mr. Hamer. He is the president and CEO of the Ari-
zona Chamber of Commerce and Industry. He is overseeing the or-
ganization’s development in one of the most respected pro-business
public policy entities in the State. Mr. Hamer is a graduate of Cor-
nell University School of Industrial and Labor Relations and Ari-
zona State University College of Law.

Mr. Hutchens is a CBRE executive vice president and the head
of Federal Lessor Advisory Group. He received his B.S. in econom-
ics from Johns Hopkins University and his J.D. from the Univer-
sity of Chicago Law School.

Mr. Wilson is an associate at the Mexico Institute of the Wood-
row Wilson International Center for Scholars. He oversees regional
economic integration in U.S., Mexico, and border affairs. Mr. Wil-
son holds an M.A. in international affairs from American Univer-
sity.

Let us begin. Mr. Farnsworth, you are recognized.

STATEMENT OF MR. ERIC FARNSWORTH, VICE PRESIDENT,
COUNCIL OF THE AMERICAS AND AMERICAS SOCIETY

Mr. FARNSWORTH. Well, thank you very much, Mr. Chairman,
and good morning to you and to the members of the subcommittee.
And I really would like to thank you for the opportunity to testify
today both because the issues are so important and also because
it gets me out of Washington during winter and brings me here to
Tucson. I really appreciate that. And as you know, this hearing
today continues the outstanding efforts both of the full committee
and also the subcommittee to address the most important issues
that are facing us in the western hemisphere.

And I really wanted also congratulate all of you for the out-
standing introductory comments that were made. I thought they
r}elally captured the issues quite well, and I wanted simply to reflect
that.

The Council of the Americas has a long history of engagement on
the U.S.-Mexico relationship, and we firmly believe that Mexico is
critically important to the core prosperity and security of the
United States. As the location of this field hearing suggests, the re-
lationship is not limited to Washington and Mexico City. Intense
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interaction takes place at all levels of government and in the busi-
ness community and civil society.

Nonetheless, the depth of the bilateral agenda represents a fairly
recent development. In trade alone, annual bilateral exchange has
gone from less than $100 billion per year prior to NAFTA to today
more than $1 billion in goods and services every single day. Mexico
is now our second largest export market and, has been mentioned,
our third largest trading partner.

For 23 States, including Arizona, as well as many non-border
States, Mexico is the first or second export destination. Beyond
these tangible commercial benefits, NAFTA institutionalized the bi-
lateral relationship within a broader North American context and,
in our estimation, helped anchor Mexico to a path of economic re-
form, development, and democracy.

This reality, as has been discussed a little bit already, has unfor-
tunately been overshadowed by the security issues which people in
the border communities and elsewhere know so well. But as the
Council has highlighted through our border and competitiveness
initiative, within North America, we do not merely trade products
anymore, we now design and make them together. Joint production
and supply chains have developed so that from a commercial per-
spective at least, national borders no longer define production.
North America itself is the production platform.

Businesses are generally optimistic about Mexico’s trajectory,
and we are increasingly observing companies leaving China and
other Asian sites setting up plants in Mexico as they seek to de-
velop their own manufacturing base and cut high transport costs,
reducing delivery times to the United States. This is hugely impor-
tant because as has been mentioned, according to the National Bu-
reau of Economic Research, every dollar of U.S. imports from Mex-
ico includes 40 percent of U.S. content, while imports from China
to the United States include barely 4 percent of U.S. content.

Foreign direct investment is also pouring into higher-end manu-
facturing in central Mexico and elsewhere, making clear that the
country is no longer a low-cost labor player. In fact, from 2009 to
2012, foreign direct investment from the United States increased
over 50 percent into Mexico. Yes, labor costs are lower than in the
United States, but the production is also cutting edge. Who in
Washington knows, for example, that Mexico has a successful and
growing aerospace industry, or that the number and quality of
Mexican engineers producing for the global market is highly com-
petitive?

Broadly, what we are seeing is design work done in the United
States and Canada followed by high end manufacturing in Mexico
and final production and path-to-market in the United States as
Mexico moves up the value-added chain. Without the ability to do
work in Mexico, overall production would be uncompetitive, and de-
pendent U.S. jobs would evaporate. This turns the old NAFTA as
job killer argument squarely on its head.

To paraphrase the old television program, our strategic oppor-
tunity, if we choose to accept it, is to capitalize on this increasingly
unified economic space and Mexico’s emerging economic dynamism.
But to do so, we need to think bigger and bolder about the bilateral
relationship. A joint competitiveness agenda should prioritize mak-
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ing business easier at our common border as clearly this hearing
is designed to do. Important security gains have been made during
the last decade, but trade facilitation has received insufficient at-
tention, in my view, even as cross-border supply chains have stead-
ily integrated. As a result, long and unpredictable crossing times
have produced bottlenecks and relatively few ports of entry have
seen major upgrades. Recent discussions in Washington on border
security sometimes overlook the urgent need to direct investments
toward infrastructure improvements.

As Mexico’s Ambassador to the United States, Eduardo Medina
Mora, has said recently, “We have a 21st-century trade model, op-
erating on a 20th-century policy format, with a 19th-century infra-
structure.” The financing of needed investments could overcome
budgetary constraints through the use of innovative mechanisms
like public-private partnerships—Mr. Sires, I know you have had
some direct experience with that in New Jersey in the housing sec-
tor, for example; very successful—mixed capital investment vehi-
cles for project finance, and allocation of capital to multilateral de-
velopment banks like the North American Development Bank. In-
frastructure improvements must also be accompanied by staffing
increases. We have heard a little bit of that already today. Al-
though staffing for the U.S. Border Patrol has grown in recent
years, the number of Customs and Border Protection officers has
remained largely unchanged.

More broadly, among other things like regulatory harmonization
and simplification, governments should strengthen multilateral
trade cooperation beyond just border issues. Mexican and Canadian
entry into the Trans-Pacific Partnership negotiations was a critical
step. Now we should also consider negotiating, together with Mex-
ico and Canada, the Free Trade Agreement with Europe. Similarly,
future economic association among the NAFTA and Pacific Alliance
nations would be timely and, in our view, appropriate.

Of course, Mexico must continue along the reform path in order
to build its own competitiveness, including in the energy sector.
And we saw some of the potentially dramatic changes that have
been proposed just over this recent weekend. Meanwhile,
unaddressed security issues affect the economic agenda because
perceptions of insecurity in Mexico impact the willingness of entre-
preneurs to bet on Mexico. At the same time, failure by the United
States to address the demand for illegal drugs or the supply of
weapons contributes to Mexico’s security difficulties.

Nonetheless, as NAFTA turns 20 on January 1st, the United
States is positioned to write the next chapter of global competitive-
ness. To do so, we have to begin to view North America as a more
unified production platform and the U.S. border with Mexico as a
line that unites, rather than divides, our two great nations.

Mr. Chairman, I look forward to your questions.

[The prepared statement of Mr. Farnsworth follows:]
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Good afternoon, Mr. Chairman and Members. Thank you for the opportunity to testify
on such a timely and important topic. This hearing today continues the outstanding
efforts of both the full Committee and the Subcommittee to highlight the most pressing

issues in hemispheric affairs, and [ congratulate and thank you for your leadership.

The Council of the Americas has a long history of engagement on the U.S -Mexico
relationship. From the time of our founding we organized and ran the U.S. section of the
Mexico-U.S. Business Council (MEXUS), which was instrumental in advocating for the
idea of a North American Free Trade Agreement (NAFTA). After working for several
years on NAFTA implementation issues, MEXUS was re-organized into the North
American Business Committee. The Council also served as the co-secretariat for the
United States of the North American Competitiveness Council, a group of business
leaders from Canada, Mexico, and the United States formed in 2006 and active until
2009. Under Council leadership, the NACC coordinated advice from the private sector to
present to the three North American leaders on ways to enhance North America’s
competitive position, promote increased employment, and improve higher living

standards.

In 2012, at the request of our chairman, Ambassador John Negroponte (U.S. Ambassador
to Mexico at the time of the NAFTA negotiations), the Council launched the

Council of the Americas/Americas Society
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North American Border and Competitiveness Initiative. This initiative seeks to foster a
public-private dialogue on improving management of the U.S.-Mexico border in the
broader context of regional competitiveness. We have convened private meetings and
public conferences along the breadth of the border, from Tijuana to Laredo. Our largest
conference took place in El Paso in August 2013, with both the Mexican and U.S.
Ambassadors and other public and private-sector leaders emphasizing the economic
opportunities in the bilateral relationship. Most recently, the Council provided input to
U.S. and Mexican cabinet officials on the launch of the U.S.-Mexico High-Level
Economic Dialogue in September 2013, including actionable ideas for the two

governments to improve binational economic growth and development.

Even with pressing concerns in the Middle East, Asia, and elsewhere, there is no other
country more important to our prosperity and security than Mexico (and vice-versa). The
almost 2,000-mile land border inextricably links our economies and societies. As the
location of this field hearing suggests, the relationship is not limited to Washington and
Mexico City but rather characterized by a multiplicity of actors. This intense interaction
takes place among all three branches of government at the federal, state, and local levels

and, just as importantly, in the business community and civil society.

Despite geographic proximity, however, the depth of our bilateral agenda represents a
fairly recent development. A useful time frame to consider is the nearly 20 years since
the North American Free Trade Agreement entered into force. In 1993, annual trade
between the United States and Mexico amounted to $99 billion. That figure has
quadrupled over two decades; we now trade more than a billion dollars in goods and
services every day, making Mexico our second largest export market and third largest
trading partner. For 23 states, including Arizona as well as many non-border states,
Mexico is their first or second export destination. Beyond these tangible commercial
benefits, NAFTA institutionalized the bilateral relationship and helped anchor Mexico to

a path of economic reform, development, and democracy.

This is not to say that the bilateral relationship does not face challenges, of course, which

often cloud public perceptions of the depth and importance of the economic dimension of
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the relationship. The launch of the U.S.-Mexico High-Level Economic Dialogue in
September is an auspicious step. Yet in many ways, governments are only slowly
catching up to the sea change in our economic reality. The United States and Mexico do
not merely trade products; we now design and make them together. In many industries,
joint production and supply chains have developed to such an extent that, from the
commercial perspective at least, national borders no longer define products. Every dollar
of U.S. imports from Mexico, for example, includes some 40 percent of U.S. content. It
is no longer accurate to think in terms of U.S. or Mexican or Canadian products when

North America itself has become the production platform.

Qur strategic opportunity is to capitalize on our increasingly unified economic space and
Mexico’s economic dynamism. The moment is ripe to think bigger and bolder about the
bilateral relationship. As we celebrate the 20™ anniversary of NAFTA, we must address
the remaining obstacles for cross-border business and jointly build North America as the

most competitive region in the world.

There is good reason to be optimistic about Mexico’s future growth prospects. When 1
visited Tijuana in February, | was particularly impressed with the large industrial parks
that testify to its booming manufacturing sector. From high-tech electronics, to medical
supplies and equipment, to sophisticated production of auto components, Tijuana has
become a vital part of North American supply chains, creating jobs in both the United
States and Mexico. The same is true, for example, in Ciudad Juarez and Nuevo Laredo.
Across the border, the story we are hearing from our member companies is the trend
toward “near shoring”—foreign and U.S. companies leaving China and other Asian
manufacturing sites and setting up plants in Mexico as they seek to cut high transport

costs through quicker delivery times.

Foreign direct investment is also pouring into higher-end manufacturing in central
Mexico, making clear that the country is no longer a low-cost labor play. Yes, labor
costs are lower than in the United States, but the production is also cutting edge.

Broadly, we are increasingly seeing design work done in the United States and Canada,
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followed by manufacturing in Mexico and final production and path-to-market in the
United States. Without the ability to do work in Mexico, overall production would be

uncompetitive, and dependent U.S. jobs would evaporate.

Despite these positive trends, governments must also do more to make business easier at
our common border and sustain the enormous growth in bilateral trade and investment.

Otherwise, we risk leaving opportunities on the table.

A joint competitiveness agenda should prioritize efforts to make business easier at our
common border. Borders function as the windpipe of the U.S. economy; if they are
constricted, the economy suffers. Important security gains have been made in the last
decade, but trade facilitation has received insufficient attention, even as cross-border
supply chains have steadily integrated. As a result, long and unpredictable crossing times
have produced bottlenecks, and relatively few ports of entry have seen major upgrades.
Recent discussions in Washington on border security overlook the urgent need to direct
investment towards infrastructure improvements. As Mexican Ambassador Eduardo
Medina Mora has said, “We have a 21"-century trade model, operating on a ZOﬂ‘-century

policy format, with a 19ﬂ‘-century infrastructure.”

The financing of needed investments could overcome budgetary constraints through the
use of innovative mechanisms like public/private partnerships for project development,
mixed capital investment vehicles for project finance, and allocation of capital to
multilateral development banks like the North American Development Bank.
Infrastructure improvements must also be accompanied by staffing increases. Although
staffing for the U.S. Border Patrol has grown in recent years, the number of Customs and
Border Protection officers has remained largely unchanged, despite the increased volume

of trade and travel.

More broadly, among other things like regulatory harmonization and simplification, our
governments should continue to strengthen cooperation in multilateral settings. Mexican
and Canadian entry into the Trans-Pacific Partnership negotiations was a critical step,

offering a vehicle to explore new markets for jointly-produced goods and to update our
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trade relationship to the 21°'-century standards Ambassador Medina Mora referenced.
Now, to take full advantage of the economies of scale produced by NAFTA, we should
also consider negotiating together with Mexico and Canada the free trade agreement with
the European Union. Similarly, an early economic association among the NAFTA and
Pacific Alliance nations including Chile, Colombia, and Peru in addition to Mexico

would be both timely and appropriate.

Of course, Mexico must continue along the reform path in order to build its own
competitiveness. Improved competition policy is needed, especially in the
telecommunications sector, and energy costs are far too high. An opening of Mexico’s
heavily protected oil industry may prove to be the most difficult item on President Pefia
Nieto’s reform agenda but would be a potentially huge boost for Mexican
competitiveness and North American growth. Meanwhile, security issues will continue
to resonate until they are effectively addressed. This, in turn, hurts the economic agenda,
because perceptions of insecurity in Mexico act as a drag on both investment and the
willingness of entrepreneurs to bet on Mexico. At the same time, the failure of the
United States to address the demand for illegal drugs or the supply of weapons directly

contributes to Mexico’s persistent security difficulties.

Fortunately for the health of our bilateral relationship, an open and frank dialogue now
characterizes our exchanges, even on these hard questions. Recognition of shared
responsibility for our security and prosperity has fostered a greater level of trust, which is

a necessary factor contributing to the ability to achieve the overall agenda.

As NAFTA turns 20 on January 1, 2014, the United States is well positioned to write the
next chapter of global competitiveness. To do so we have to begin to view North
America as a more unified production platform, and the U.S. border with Mexico as a

line the unites, rather than divides, our two great nations.

Thank you, again, Mr. Chairman, for the opportunity to be with you today, and I1look

forward to your questions.
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Mr. SALMON. Thank you very much.
Ms. Marquez Peterson, you are recognized.

STATEMENT OF MS. LEA MARQUEZ PETERSON, PRESIDENT
AND CHIEF EXECUTIVE OFFICER, TUCSON HISPANIC CHAM-
BER OF COMMERCE

Ms. MARQUEZ PETERSON. Thank you, Mr. Chairman, Ranking
Member, and members of the subcommittee. Thank you again for
your invitation to testify today. I am grateful for the committee’s
interest in the small business experience along the Arizona-Sonora
Border.

In my role as the president and CEO of the Tucson Hispanic
Chamber of Commerce, I represent over 1,000 member businesses
in which 70 percent have less than 25 employees, which is reflec-
tive of the businesses in Arizona. Our chamber works with busi-
nesses in Arizona on reaching the fast-growing Hispanic market
and assisting businesses in Arizona and Mexico interested in inter-
national trade.

We have built a reputation in our geographic region for being a
resource for businesses interested in exploring international trade
in Mexico, and work closely with referral partners from Arizona
businesses such as the U.S. Department of Commerce and the U.S.
Small Business Administration. In addition, we assist Mexican
businesses who are interested in investing or expanding into Ari-
zona.

The border States in the U.S. and Mexico have a population of
14 million people. I believe that there are many best practices that
we can learn from different States and regions. The more informa-
tion we can share between business organizations, like chambers of
commerce, the better we can collaborate, learn of resources, and
advocate for changes in our respective State administrative codes.
Ultimately, this will lead to a positive impact on our economy.

The United States and Mexico are critical economic partners, as
we have heard this morning. In May 2013, President Obama and
President Pena Nieto announced the formation of the High Level
Economic Dialogue. We share not only a 2,000-mile border, but a
dynamic commercial relationship that generates more than $500
billion in trade in goods and services and supports millions of jobs
in both countries. The global competitiveness of both of our coun-
tries requires continued and deepened economic integration, com-
mercial exchange, and policy alignment.

At a local level, our chamber has focused on building relation-
ships cross-border between these businesses. Our member busi-
nesses are from diverse industries, and approximately 65 percent
are Hispanic owned or managed firms. The key to the economic re-
covery of our Nation and bolstering economic development within
our border States is the support of entrepreneurship and the pro-
motion of the value of our bilingual workforce. A key to the contin-
ued economic recovery of our Nation is that support of entrepre-
neurship.

Arizona, like many of our border States, has a fast-growing His-
panic population, and experts expect that by 2035 the majority of
the State’s population will be Hispanic. These dynamic attributes
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are an asset to our Nation, and the Hispanic market represents
$50 billion in purchasing power in our State alone.

The Tucson Hispanic Chamber hosts trade mission trips 2 to 3
times a year to Sonora, Mexico. On our most recent trip in Sep-
tember, we had 21 attendees who represented our local businesses,
our university, our community college, and our county. During the
trip, we toured the manufacturing facilities of the Offshore Group,
an Arizona business operating in Guaymas. We also toured the
Port of Guaymas and discussed the impact on the Arizona econ-
omy, met with the Mayor of Guaymas, and signed an economic de-
velopment agreement with the chamber of commerce in Guaymas.
This 2-day trip provided our attendees with key contacts and the
ability to follow up to develop resources within their respective in-
dustries. Our chamber is currently planning our next trade mission
trip to Cananea, Sonora to study the expanding mining industry
and explore opportunities. Mining continues to be a key industry
for Arizona. We plan to invite Arizona suppliers who specialize in
the mining industry, logistics businesses, and other service-related
companies, to join us.

Over the last 4 years, our chamber has developed a regional
business presence in Mexico. Four years ago, our Arizona busi-
nesses were subject to the boycott as a result of Arizona’s SB 1070
law. We worked closely with our fellow chambers of commerce in
Sonora to advocate for the 65,000 Hispanic-owned businesses and
our greater business community in Arizona during the time of the
boycott. We focused on the economic interdependence of our South-
ern Arizona-Sonora region and the importance of a Federal re-
sponse to immigration reform.

Mexico is the main destination for exports in Arizona, California,
and Texas. Additional business incentives, the removal of impedi-
ments, and identification of resources and tools are necessary to
build export opportunities for our business community. Cooperation
in transportation and freight systems between the U.S and Mexico
is important. Several programs have been valuable in assisting re-
tailers on both sides of the border, such as FAST and SENTRI, to
name a few. Easing transportation challenges for consumers and
businesses can assist our Arizona businesses in building cross-bor-
der relationships. The extension of the proposed I-11 corridor from
Las Vegas to Phoenix through Tucson and Nogales will provide a
more efficient method for goods to travel from Latin America
throughout the United States.

The U.S. Government estimates that each additional billion dol-
lars in new exports supports more than 6,000 new jobs. Exports to
Mexico increased $18 billion in 2012 alone, thus potentially helping
create over 107,000 new U.S. jobs. Almost 6 million U.S. jobs rely
on trade with Mexico, according to the U.S. Chamber of Commerce.
In Arizona, businesses export more $6 billion worth of goods to
Mexico, and over 111,000 jobs in Arizona rely on trade.

In closing, I would like to address specific needs of small busi-
nesses in our border States related to trade with Mexico. At the
Tucson Hispanic Chamber, we have learned that making the busi-
ness decision to export can have a transformational effect on sales
and growth, but exporting can seem complicated, especially for
smaller firms. We heard about a lot of challenges, which include
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difficulty accessing financing, trouble finding skilled workers, lack
of information about foreign markets, and the high cost of estab-
lishing a physical presence in foreign countries.

The Mexican Government is paying close attention and is a
ready partner in collaborating with business organizations, such as
the Tucson Hispanic Chamber. As part of President Enrique Pena
Nieto’s economic policy, on January 11, 2013, his decree created the
National Institute of the Entrepreneur. The INADEM goal, which
is that organization, is to implement, execute, and coordinate the
national policy on supporting entrepreneurs, as well as micro,
small and medium enterprises, bolstering their innovation and
competitiveness in order to increase their contribution to economic
development and social welfare. Furthermore, it seeks to provide
help toward the development of policies which foster entrepre-
neurial culture and productivity. According to the OECD, small-
and medium-sized businesses in Mexico represent the vast majority
of businesses. They account for 41 percent of GDP and generate 64
percent of total employment.

Mr. Chairman, coordination between the U.S and Mexico on the
effort to bolster micro and small business activity in international
trade would greatly enhance the economic recovery of our region
and ultimately our Nation. Small business is such a vital part of
both countries, especially along our mutual border States. I ask
that the committee make efforts to understand the financial impact
of an improved small business trade environment to our country.

Thank you. I look forward to answering any questions.

[The prepared statement of Ms. Marquez Peterson follows:]
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Lea Marquez Peterson
President/CEO
Tucson Hispanic Chamber of Commerce
House Committee on Foreign Affairs

Monday, December 9™, 2013
"Improving Security and Facilitating Commerce with Mexico at America's Southern Border"

Mr. Chairman, Ranking Member, and Members of the Committee: Thank you for the invitation to testify today. |
am grateful for the Committee's interest in the small business experience along the Arizona —Sonora Border.

In my role as the President/CEQ of the Tucson Hispanic Chamber, | represent over 1000 member businesses in
which over 70% have less than 25 employees. Our chamber works with businesses in Arizona on reaching the
fast growing Hispanic market and assisting businesses in Arizona and Mexico interested in international trade.

We have built a reputation in our geographic region for being a resource for businesses interested in exploring
international trade in Mexico. We work closely with referral partners for Arizona businesses such as the U.S.
Department of Commerce and the U.S. Small Business Administration. In addition, we assist Mexican businesses
who are interested in investing or expanding into Arizona.

As this esteemed committee is aware, there are ten border states between U.S. and Mexico. In the U.S., they are:
California, Arizona, New Mexico and Texas. In Mexico, they include: Baja California, Sonora, Chihuahua,
Coahuila, Nuevo Leon, and Tamaulipas. These border states have a population of 14 million people. | believe
that there are many best practices that we can learn from different states and regions. The more information we
can share between business organizations, the better we can collaborate, learn of resources and advocate for
changes in our respective state administrative code. Ultimately, this will lead to a positive impact on our economy.

The United States and Mexico are critical economic partners. in May 2013, President Obama and President
Pefia Nieto announced the formation of the High Level Econoimic Dialogue. We share not only a 2,000 mile
border but a dynamic commercial relationship that generates more than $500 billion in trads in goods and
services and supports millions of jobs in both countries. The global competitiveness of both of our countries
requires continued and deepened economic integration, commeicial exchange, and policy alignment.

Al a lecal level, our chamber has focused on building relationships cross border helween businesses. Our
member businesses are from diverse industries and approximaltely 85% are Hisnanic owned or managed firms.
The key to the economic recovery of our nation and bolstering sconomic development within our Border States is
the support of entreprensurship and the promation of the value of our bilingual workforce. A key o the continued
zeonemic recavery of our nation is the support of entrepreneurship and the promotion of a bilingual workforce.
Arizona, tike many of our border states, nas a fast-growing Hispanic popuiation and experts estimate that by 2035
the majority of the state’s population will be Hispanic. These dynamic atiributes are an asset to our nation and
the Hispanic markei represents $50 billion in purchasing power in our state alone.

The Tucson Hispanic Chamber hosts “Trade Mission Trips” two to three times & year to Sonora, Mexico, On our
most recent trip in September, we had 21 attendees who represented our local businesses, our university, our
community college and our county. During the trip, we ioured the rnanufacturing facilities of the Offshore Group,
an Arizona business operating in Guaymas. We also toured the Port of Guaymas and discussed the impact on
the Arizona economy, met with the Mayor of Guaymas, and signed an economic development agreement with the
Chamber of Commerce in Guaymas. The two day trip provided our attendees with key contacts and the ability t¢
follow up to develop resoures within their respective industriss, Our Chamber is currently planning our next frade
mission inp to Cananea, Sonora, Mexico {o study the expanding mining industry and expiors opportunities. Mining
continues {o he g key indusliy for Arizona. We plan (o invile Arizona suppliers who specialize in the mining
industry, logistics businesses, and other service-related companies.
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Qver the last four years, our chamber has developed a regional business presence in Mexico. Four years ago,
our Arizona businesses were subjedt o the boyoott as a result of Arizona’s SB1070 law. We worked closaly wilh
our fellow Chambers of Caommerce in Sonora to advocate for the 85,000 Hispanic-owned businesses and our
greater business community in Arizona during the time of they boyeott. We focused on the economic
interdependeance of our Southern Arizona — Sonora region and the importance of a federal response to
irmigration reform.

Mexica is the main destination for exports in Arizona, Califomia and Texas, Additional business incentives, the
removal of impediments, and identification of resources and tools are necessary to build export oppoertunities for
our busingss community.

Coopsration in transportation and freight systems between the U8 and Mexico is important. Several programs
have been valuable in assisting relailers on both sides of the border, such as FAST, SENTRI, Ready Land and
Global Entry, 1o name & few. Easing transportation challenges for consumers and businesses can assist our
Arizona businesses in building cross border relationships. The extension of the proposed I-11 corridor from Las
Wegas to Phosnix through Tucson and Mogales will provide a more efficient method for goods to travel from Latin
Arperica throughout the United States.

The U.& govemment estimates that sach additional billion dollars in new exports supports more than 8,000 new
jobs. Exports to Mexico increased $13 billion dollars in 2012 alone, thus poteniiaily heiping create over 107,000
new U.S. jobs. Almost sbe million U.S. Jobs rely on irade with Mexico, according to the U.S. Chamber of
Commarce. In Arizong, businesses sxport $6.29 billion worth of goods to Mexico and over 111,000 jobs in
Arizona rely on trade,

in closing, I'd ke 10 address spesific needs of small businesses in our Border States related to trade with Meaxico.
Al the Tucson Hispanic Chamber, we have learned that making the business decision to export can have a
transformational effect on sales and growth. But exporting can seem compiicated, especially for smailer firms. We
heard about a lot of challenges which include: difficulty accessing financing, trouble finding skilled workers, lack of
information about forelgn markets, and the high cost of establishing a physical presence in foreign countries.

The Mexican government is paving close attention and is 2 ready parlner in coliaborating with business
organizations such as the Tucson Hispanic Chamber. As part of President Enrique Pefia Nieto's economic policy,
on January 11, 2013, the decres creating the National Institute of the Entreprensur (Instituto Nacional del
Emprandador ~ INADEM) was signed.

The INADEM's geal is to implement, execute and coordinate the national policy on suppoiting entrepreneurs, as
well as micro, small and medium enterprises, boistering their innovation and compelitiveness in order 1o increase
thair contributicn to economic development and social welfare. Furthermore, it seeks o provide help towards the
development of policies which foster entreprensurial culture and productivity

According to the OECD (Organisation for Economic Co-operation and Development), small and medium sized
businesses in Mexico represent the vast majority of businesses. They account for 41% of GDP and generate 64%
of total employment.

Mr. Chairman, coordination between the U.S and Mexico on an effort to bolster micro and small business activity
in international trade would greatly enhance the economic recovery of our region and ultimately our nation. Small
business is such a vital part of both countries, especially in our mutual border states. | ask that the committee
make efforts to understand the financial impact of an improved small business trade environment to our country.

Thank you. | look forward to answering any questions.
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Mr. SALMON. Thank you, Ms. Marquez Peterson.
The chair recognizes Mr. Hamer.

STATEMENT OF MR. GLENN HAMER, PRESIDENT AND CHIEF
EXECUTIVE OFFICER, ARIZONA CHAMBER OF COMMERCE
AND INDUSTRY

Mr. HAMER. Thank you, Chairman Salmon and members of the
committee. Thank you for putting on the on button. Technical ex-
pertise is not my area of expertise.

Chairman Salmon, members of the committee, thank you for
holding this very important hearing today. There are a few things
that we can do to better improve the economy of Arizona and the
United States than to look for ways to increase our positive trading
relationship with Arizona’s largest trading partner, Mexico. And
how appropriate it is that we are now just less than a month away
from the 20th anniversary of the implementation of the NAFTA to
be discussing best practices and ways we can further facilitate this
relationship. And we will talk a little bit about some of the things
Congressman Kolbe has done, but I want to also commend Chair-
man Salmon for his sponsorship of the Outer Continental Shelf
Trans-Boundary Hydrocarbon Agreement Authority Act. You want
to talk about something that is timely. As the President of Mexico
is, I believe, this week, there should be progress on his legislation
to open up energy markets in Mexico. Getting this legislation
through the U.S. Congress is vitally important not just for the suc-
cess and the improvement of our economy, but also for Mexico’s. I
will talk a little bit about that later, but I wanted to, from the out-
set, applaud Congressman Salmon for his leadership on that issue.

We have now 20 years of positive experience under our collective
belts with U.S., Mexico, and Canada. And it is exciting that we are
now all part of the Trans-Pacific Partnership trade talks, an agree-
ment poised to link the markets of Asia and the Americas, account-
ing for about 800 million people and a combined GDP of $27.5 tril-
lion. The importance of trade with Mexico is not lost on the Arizona
Chamber of Commerce and Industry or with the larger business
community. We recognize the 6 million U.S. jobs that depend on
trade with Mexico and the $12 billion in trade between Mexico and
Arizona in 2012 alone. It was mentioned earlier today that one-
third of our exports in Arizona occur with Mexico—one-third. That
is a very significant number.

To that end, the chamber in 2012 formed a Trade and Tourism
Committee, which serves as our one-stop public policy shop for
trade and international travel promotion. Our chamber has advo-
cated for improved transportation links between our State and So-
nora, increased international flights from Mexico, and better re-
sources and infrastructure to process the trade flowing between our
two countries. And I believe that has been a theme that we have
heard here many times earlier today about the need to do more so
we can better process the trade between our two countries. And we
would also like to see additional educational exchanges.

In 2013 alone, I have had the distinct pleasure of traveling to
Mexico City with our Arizona Speaker of the House, Andy Tobin,
as part of a bipartisan delegation of lawmakers and business lead-
ers to visit with members of Mexico’s Congress. We were treated
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very warmly. Over the past several years, I have also had the great
privilege to travel to Mexico City and to Guadalajara with a num-
ber of our excellent mayors, including the mayor of Tucson, as well
as Mayor Stanton, who I had the privilege to be on a trade mission
to Guadalajara a few months ago, where we were part of a new
non-stop flight between Guadalajara and Phoenix. And by the way,
every new flight between Mexico and Phoenix represents hundreds
of thousands of dollars of new economic activity for our entire
State.

One thing that is sort of interesting is that the increased trading
opportunities and the desire for Arizona to deeper relationships
with Mexico is really part of our culture. Our professional sports
teams also have recognized the importance of the Mexican market
and the positive role sports can play in forging new relationships.
I could tell you from my experience on the Guadalajara trade mis-
sion that having the Diamondbacks’” World Series hero, Luis Gon-
zalez, as part of your delegation makes an incredibly positive im-
pression. Our NFL Arizona Cardinals have played a regular season
game in Mexico City, and have a huge broadcast presence in Mex-
ico where their games are broadcast to 18 cities throughout the
country, including Mexico City and Guadalajara. Yesterday our
friends in Mexico were able to hear the very good news of Carson
Palmer and company slicing and dicing the St. Louis Rams. The
NBA’s Phoenix Suns have not only participated in trade missions
to Mexico, but they are also the first NBA team to conduct their
own youth basketball clinics in that country.

And I mentioned my former Southern Arizona Congressman, Jim
Kolbe, fought right from the start for NAFTA. It is not hyperbole
to say I am not sure if that agreement would be in effect today if
not for his work. Congressman Kolbe was also critical in the expan-
sion of the border travel zone, which governs how far Mexican na-
tionals in possession of a valid border crossing card may travel be-
fore requiring additional documentation. Because of his work in
1999, Mexicans crossing the border into Arizona may travel as far
north as Tucson, where they can enjoy world-class resorts and
shopping destinations.

Along most of the U.S.-Mexico border, Mexican visitors may trav-
el only 25 miles north before requiring an additional form. Earlier
this year, the Department of Homeland Security expanded the bor-
der zone in New Mexico where business leaders there cited Arizo-
na’s positive experience as a case study for increased travel access.
The Maricopa Association of Governments, MAG, the Council of
Governments for the greater Phoenix area, is now leading an effort
for the entire State of Arizona to be considered part of the border
travel zone as a means to further grow the tourism opportunities
between Arizona and Mexico.

Arizona, as you all know, is also home to the Arizona Mexico
Commission. The AMC, chaired by Governor Jan Brewer—and the
president, Larry Lucero, is here today—has since 1959 sought to
promote a better relationship between Arizona and Sonora through
twice yearly plenary sessions and cultural and educational ex-
changes.

In just the last few years, Arizona has dramatically stepped up
its efforts to promote our State’s outstanding business environment
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to the rest of the world. Mexico figures prominently in that strat-
egy. Arizona in 2010 formed the Arizona Commerce Authority,
which right now is being extraordinarily well run by Sandra Wat-
son. This is a public-private entity to lead the State’s job attraction
efforts, and we have put a lot of effort in the State to make Arizona
the most competitive place when it comes to export-oriented indus-
tries. The push is on to open additional trade offices in Mexico.
There has been a lot of discussion about doing some things in Mex-
ico City on the State level as well as through several cities.

I will close by saying, again, we need to do everything we pos-
sibly can to enhance this relationship. There is a lot that we need
to do in terms of improving the number of customs agents. We
have made a lot of great moves in terms of modernizing Nogales,
but we need to make sure that it is properly staffed. We have
heard about the backups.

You have the power to change that. We need to do more things
along the lines of what Chairman Salmon is doing in terms of in-
creasing our ability to take advantage of the energy revolution,
which could truly make North America energy independent.

Thank you for the opportunity to testify this morning. Thank
you, Chairman Salmon, for your leadership.

[The prepared statement of Mr. Hamer follows:]
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IMPROVING SECURITY AND FACILITATING COMMERCE WITH MEXICO
AT AMERICA’S SOUTHERN BORDER

TESTIMONY BY GLENN HAMER
PRESIDENT AND CEQ
ARIZONA CHAMBER OF COMMERCE AND INDUSTRY
BEFORE THE HOUSE COMMITTEE ON FOREIGN AFFAIRS, SUBCOMMITTEE ON THE WESTERN
HEMISPHERE
DECEMBER 9, 2013
TUCSON, ARIZONA

Chairman Royce, Chairman Salmon, members of the committee, my name is Glenn Hamer and |
am the president and CEQ of the Arizona Chamber of Commerce and Industry. On behalf of
Arizona’s job creators, | thank you for the opportunity to provide testimony at this important
field hearing examining best practices in U.S.-Mexico trade. | believe you have come to Arizona
at a critical time in our state’s relationship with our neighbor to the south, a relationship that
continues to improve and strengthen thanks to outstanding leaders like the Tucson Hispanic
Chamber of Commerce’s president and CEO, Lea Marquez Peterson, who you will hear from
later in this panel.

We are less than a month away from the 20" anniversary of the implementation of the North
American Free Trade Agreement, a trilateral trade pact that created incredible market access
for manufacturers, increased consumer choice and was integral to the creation of over 2 million
jobs here in the U.S. in the agreement’s first six years from 1994-2000, a time of unprecedented
U.S. economic growth."

With 20 years of positive experience under our collective belts, the U.S., Mexico and Canada are
now part of the Trans-Pacific Partnership trade talks, an agreement poised to link the markets
of Asia and the Americas, accounting for 792 million people and a combined GDP of $27.5
trillion. 2 The NAFTA nations together are stepping strongly into the next generation of
international trade.

The importance of trade with Mexico is not lost on the Arizona Chamber of Commerce and
Industry or the larger business community. We are fully cognizant of the six million U.S. jobs
that depend on trade with Mexico and the $12 billion in trade between Mexico and Arizona in
2012 alone.® A productive, meaningful relationship with Mexico is critical to our country and
our state’s economic health.

! hitp://www.piie.com/publications/chapters preview/332/02iie3349, pdf

? hitp://www.international.ec.ca/trade-agreements-accords-commerciaux/agr-ace/tpp-pip/index.aspx

3 https://www.azpm.org/n/home-featured/2013/11 28/28795-a2-week-state-strategizes-to-improve-trade-with-
mexico/
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To that end, the Chamber in 2012 formed a Trade and Tourism Committee, which serves as our
one-stop public policy shop for trade and international travel promotion. Under the auspices of
this committee, our Chamber has advocated for improved transportation links between our
state and Sonora, increased international flights from Mexico and better resources and
infrastructure to process the trade flowing between our two countries. Earlier this year, Sonora
Gov. Guillermo Padrés Elias was a featured speaker at our Arizona Manufacturers Council
Manufacturer of the Year Awards. The governor reminded everyone in attendance of the
unique and special relationship between our two states and why our two states’ economic
futures are so intertwined.

In 2013 alone, | have had the distinct pleasure of traveling to Mexico City with our Speaker of
the House Andy Tobin as part of a bipartisan delegation of lawmakers and business leaders to
visit with members of Mexico’s Congress, and | have traveled to Guadalajara with Phoenix
Mayor Greg Stanton to kick-off new air service between those two cities by Volaris Airlines, a
Mexican low-cost carrier, adding to the already robust offerings to and from Mexico by U.S.
Airways from their Phoenix hub.

QOur professional sports teams have also recognized the importance of the Mexican market and
the positive role sports can play in forging new relationships. | can tell you from my experience
on the Guadalajara trade mission that having the Diamondbacks’” World Series hero Luis
Gonzalez as part of your delegation makes an incredibly positive impression. Our NFL Arizona
Cardinals have played a regular season game in Mexico City and have a huge broadcast
presence in Mexico, where their games are broadcast to 18 cities throughout the country,
including Mexico City and Guadalajara. The NBA’s Phoenix Suns have not only participated in
trade missions to Mexico, but they are the first NBA team to conduct their own youth
basketball clinics in that country.

That Arizona is actively courting new business opportunities in Mexico might come as a surprise
to some, but not to longtime Arizonans, who can point to a rich legacy of cross-border
leadership.

Former Southern Arizona Congressman lim Kolbe from right here in Tucsen is a nationally
recognized expert in the importance of trade between the U.S. and Mexico. His contribution to
the U.S.-Mexico relationship is so consequential that it is not hyperbole to say that without Jim
Kolbe, there might not be a NAFTA.

Congressman Kolbe was also critical in the expansion of the border travel zone, which governs
how far Mexican nationals in possession of a valid Border Crossing Card may travel before
requiring additional documentation. Because of Rep. Kolbe’s work in 1999, Mexicans crossing
the border into Arizona may travel as far north as Tucson, where they can enjoy world-class
resorts and shopping destinations. Along most of the U.S.-Mexico border, Mexican visitors may
travel only 25 miles north before requiring an additional form*, though earlier this year, the

* http://weww.chp.gov/xp/cgov/travelfid visa/i-94 instructions/
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Department of Homeland Security expanded the border zone in New Mexico, where business
leaders there cited Arizona’s positive experience as a case study for increased travel access.”
The Maricopa Association of Governments, the council of governments for the greater Phoenix
area, is now leading an effort for the entire state to be considered as part of the border travel
zone as a means to further grow the tourism opportunities between Arizona and Mexico.®

Rep. Kolbe’s work for the border and Arizona continues. He is now co-chairing the
Transportation and Trade Corridor Alliance, which is charged with linking Arizona to the global
economy by improving our state’s trade and logistics offerings by identifying ways to increase
the value of our trade corridors.

Arizona is also home to the Arizona Mexico Commission. The AMC, chaired by Gov. Jan Brewer,
has since 1959 sought to promote a better relationship between Arizona and Sonora through
twice yearly plenary sessions and cultural and educational exchanges. The AMC has been at the
forefront of travel visa policy, trade promotion and transportation. It is because of the AMC
that the governors of Arizona and Sonora have had a direct line of communication for over 50
years.

In just the last few years, Arizona has dramatically stepped up its efforts to promote our state’s
outstanding business environment to the rest of the world. Mexico figures prominently in that
strategy. Arizona in 2010 formed the Arizona Commerce Authority, a public-private entity to
lead the state’s job-attraction efforts.” The ACA, in partnership with the AMC, has re-opened
the once shuttered Arizona state office in Hermosillo, Sonora, ensuring that once again Arizona
has a presence in our neighboring state’s largest city.

The push is on to open additional trade offices in Mexico. Speaker Tobin has touted the value of
the state once again having a permanent office in Mexico City, and Mayor Stanton and the City
of Phoenix are poised to open an office in Mexico’s capital city next year. Arizona leaders know
that so much more can be done to grow the $6.3 billion in goods Arizona exports to Mexico,
$1.8 billion of which comes from the metro Phoenix area. &

There are so many positive things happening between Mexico and Arizona and our state
leaders are redoubling their efforts to forge closer ties with our southern neighbor. Mexico
finds itself in a unique period in its history that creates new opportunities for Arizona. Mexican
President Enrique Pefia Nieto is a reformer who understands that Mexico must embrace change
if it is to assume its rightful place as an economic power. The president has already taken on his
country’s entrenched educational bureaucracy and is now moving to liberalize his country’s
petroleum market.

® http://www.chp.gov/xn/cgov/newsroom/news _releases/national/06072013 3.am!

6 hitp://www.nogalesinternational com/news/rest-of-state-wants-in-on-border-zone/article af679486-512e-11e3-
34eb-0019bb2963f4 html

7 Legislation was passed in 2011 making permanent Gov. Brewer’s 2010 executive order forming the ACA.

8 hitp:/fwww.azcentral.com/community/phoenix/articles/20131120phoenix-to-open-trade-office-in-mexico. html
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I want to commend Chairman Salmon for his sponsorship of the Outer Continental Shelf
Transboundary Hydrocarbon Agreements Authorization Act. If the bill becomes law, it would
implement the Transboundary Hydrocarbons Agreement signed by the U.S. and Mexico last
year, which establishes the framework for developing the oil and gas reserves that cross the
maritime boundary between the two countries. It’s a critical component for the further
modernization of Mexico’s energy sector and it gives U.S. energy firms a chance to explore
further the Gulf of Mexico. We are fortunate, Chairman Salmon, to have you at the helm of this
subcommittee so you can bring your border state insight to these important issues.

There are also a handful of exciting public-private partnerships ready to launch that would
knock down non-tariff barriers to trade between our two countries, including allowing U.S.
Customs and Border Protection officers to clear freight and produce in Mexico rather than at
the border port of entry. | believe that once thorny issues, such as whether CBP officers can be
armed while working on Mexican soil, can be overcome and that our two countries can
implement creative solutions for processing trade and reducing border congestion.

This is not to say that challenges do not remain. While Arizona’s business community is excited
about the progress being made to overhaul the country’s major port for Mexican produce, the
Mariposa Port of Entry in Nogales, by improving its layout and capacity, we are concerned
about the staffing resources that will be deployed to the port. As we near ever closer to the
passage of a package of immigration reform bills, | would urge you and your colleagues to look
for opportunities to improve the human resources devoted to our ports of entry, not just the
areas between our ports that are the responsibility of the Border Patrol. Adequate staffing is so
vitally important to reducing the miles-long backups of legitimate trade into Mexico. Southern
Arizona is known for the beauty of the San Xavier del Bac Mission, otherwise known as the
White Dove of the Desert. We don’t want the Mariposa Port to be known as the White
Elephant of the Desert.

We also must greatly improve our transportation links in the border region. Congress took a
positive first step by designating the highway between Las Vegas and Phoenix as Interstate 11,
an integral link in the so-called Canamex trade corridor linking all three NAFTA nations, which
will also connect the country’s two largest metro areas not connected by an interstate. But we
must also reduce the bottlenecks that prevent freight from reaching the interstates in the first
place. Mariposa Rd., also known as Arizona 189, needs to be expanded or reconfigured in such
a way that trucks leaving the port of entry can bypass the congestion of Nogales and head north
on Interstate 19.

In a time of austere federal and state budgets, we understand that there are no easy solutions
to the challenges of port staffing and transportation infrastructure, but please know that you
have a willing partner in Arizona’s business community in addressing these challenges.

Once again, on behalf of the Arizona Chamber of Commerce and Industry, | very much
appreciate the opportunity to be here today and | would be happy to take any questions you
might have.
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Mr. SALMON. Thank you, Mr. Hamer.
Mr. Hutchens, you are recognized.

STATEMENT OF MR. TIMOTHY C. HUTCHENS, EXECUTIVE VICE
PRESIDENT AND HEAD, FEDERAL LESSOR ADVISORY
GROUP, CBRE, INC.

Mr. HUuTcHENS. Thank you, Mr. Chairman. I would also like to
thank the ranking member when he returns and the rest of the
committee for the opportunity to appear before you today.

In his invitation to appear today, Chairman Royce indicated that
the purpose of the hearing was to examine the U.S.-Mexico trade
relationship, including existing trade mechanisms, and the projects
that are being considered, and what can be done to streamline com-
merce with Mexico. A critical element for a strong cross-border
trade with Mexico is sufficiently-sized, well-equipped, and ade-
quately-manned land ports of entry that promote the efficient
movement of people as well as goods across the border by taking
advantage of the latest technologies. This applies to all modes of
cross-border traffic, including pedestrians, automobiles, trucks, and
rails, as each of these will benefit cross-border trade if they are
handled efficiently and effectively.

As the volume of commerce with Mexico has increased over the
past 15 years, the capacity and technology of our LPOEs has not
kept pace with this increasing demand. This is seen most often, as
we have heard several times today, in long lines and extended wait
times that are now common at many of our southwestern border
LPOEs, especially for truck traffic. Further, while these long lines
evidence the need for border station improvements. What they do
not show is the loss of trade as shippers and manufacturers either
scale back operations or direct trade and commerce elsewhere. Ad-
dressing this deficiency on both sides of the border is critical if we
are to continue to enhance and encourage increased trade with
Mexico.

This is not to say that we have completely ignored the need for
improvements to our LPOEs on the southwestern border during the
last decade. In recent years, in fact, primarily as a result of the
Stimulus Act, we have invested over $950 million in improvements
to our border facilities around the country, not just on the south-
western border, and added significant new technologies. The pri-
mary expenditure of these funds on the southwestern border has
been on the completion of phase one of the redevelopment of the
San Ysidro LPOE and the significant corollary improvements at
Otay Mesa.

And this investment is paying off in the increased flow of goods
in both directions across the border in the San Diego area to the
tune of almost $1.2 billion a day in cross-border trade in that re-
gion. What is needed now is a similar investment in other key
southwestern border stations in California and here in Arizona as
well as in Texas and New Mexico that are important to U.S.-Mex-
ico trade. Given the need for this investment and the scarcity of
Federal dollars to address this need, I believe the government must
actively consider, where appropriate, engaging with the private sec-
tor to seek alternative development services and funding for the re-
development of these border stations.
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There was a reference to public-private partnerships. What I am
discussing are not public-private partnerships because that is a bad
word at OMB. We refer to these as public-private collaborative ef-
forts to stay within the bounds of their rules. But in these types
of transactions, which are an alternative to the Federal design bid
build approach to standard construction, the government would
enter into a ground lease of an aging asset with a private develop-
ment team who in turn commits to using its own financial re-
sources and technical expertise to replace or significantly renovate
the facility in question in full compliance with government require-
ments.

The government would in turn lease the redevelopment improve-
ments for a lease term not to exceed 20 years pursuant to a lease
which itself is approved by the relevant congressional oversight
committees. This approach will reduce, if not eliminate, the need
for current appropriations dollars and can offer many key addi-
tional benefits besides just the improvements. These include insu-
lating the Federal Government from cost increases that are so com-
mon in Federal construction projects since they are fixed priced
projects; an ongoing obligation on the part of the private sector to
actually maintain these facilities for the full term of the lease; free-
ing up the U.S. CBP personnel to focus on their core mission of bor-
der operations and border security; significantly shortening the de-
velopment timeline for these projects by as much as 3 to 5 years
over Federal appropriation; enhancing border security from the re-
sulting physical, locational, and technological improvements that
these projects will entail; and significant environmental benefits,
primarily from reduced vehicle emissions at the border stations as
wait times are reduced.

The funding for these projects would ultimately come from two
sources, the lease payments that would be due from the Federal
Government in future years and, in most instances, by the imple-
mentation of a tolling operation at the affected border station. Toll-
ing appropriately shifts a portion of the costs of the—excuse me.
Tolling appropriately shifts a portion of the costs to the key bene-
ficiaries of the new and improved border stations, the users. Mod-
ern technology—and this is important—affords the ability to imple-
ment fully automated tolling regimes at our border stations which
will not impact or add any further burden on the CBP as they oper-
ate these border stations.

Questions have been raised about whether this approach would
constitute an evasion of the congressional budget process, and I
would answer that it does not. It is far from it. Far from being an
evasion, current law permits the ground lease of these facilities,
and before any CBP occupancy lease can be signed, it must ap-
proved by various House and Senate committees to ensure compli-
ance with oversight and budget priorities established by Congress.

As I noted, this approach would be particularly effective for larg-
er projects, such as the critical need that CBP and GSA have iden-
tified for the LPOEs at Calexico, California, which is also a project
supported by the local stakeholders, by the Mexican Government,
and by California Governor Jerry Brown. The Calexico downtown
port of entry is located too close to the border, and its aging facili-
ties have limited space, resulting in difficulties in both trade and
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security, yet this facility handles over 4 million vehicles and 5 mil-
lion pedestrians a year. Calexico East, while relatively new—it was
built in 1997—is currently handling almost 8,000 cars and 1,000
trucks a day, approximately double its original intended capacity.

My written statement includes more information about Calexico,
but I believe this project could serve as a model for similar projects,
including needed projects here in Arizona. In the case of Calexico,
it is also important to note that the Mexican Government has al-
ready earmarked funds for the corollary improvements which need
to occur on the other side of the border to make the border station
improvements function and work as intended.

On a final note, it has been argued by some that current budget
guidelines do not allow this type of an occupancy lease that I am
proposing because these assets are special purpose assets of the
government. I would counter this by noting that the intent of this
budget guideline and the requirements that assets leased have a
private sector market is to prevent the government from leasing
goods and services—goods and materials—excuse me—that can
only serve a governmental purpose.

A good example of this is war materials, and, in fact, this restric-
tion was introduced specifically to prevent the leasing of war-
ships—excuse me—of airplanes and warships during the Vietnam
era. In the case of LPOEs, we are essentially talking about build-
ings and roads, items that are in use in the private sector through-
out the Nation. Of course, the government use here, as it is when-
ever the government leases an asset, is for governmental use, but
the key is that the assets are not unique.

I believe the approach I have discussed could have both imme-
diate long-lasting benefits for enhancing trade as well as increased
border security, and I would encourage the committee to consider
it further.

[The prepared statement of Mr. Hutchens follows:]
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TIMOTHY HUTCHENS
EXECUTIVE VICE PRESIDENT, FEDERAL LESSOR ADVISORY GROUP, CBRE, INC.

HOUSE COMMITTEE ON FOREIGN AFFAIRS
SUBCOMMITTEE ON THE WESTERN HEMIPSHERE

Monday, December 9, 2013
“Improving Security and Facilitating Commerce with Mexico at America’s Southern Border”

Mr. Chairman, Ranking Member and Members of the Committee: Thank you for the invitation to testify
today. | am grateful for the Committee’s interest in best practices in U.S. — Mexico trade and am
pleased to have this opportunity to discuss the impact of improvements to the U.S. Land Ports of Entry
facilities on improved trade with Mexico along with alternative approaches to the funding and
development of such improvements.

A key, although sometimes overlooked element in encouraging trade with our neighbors to both the
North and the South is the efficient movement of goods and people across our borders and the role the
physical facilities that make up our Land Ports of Entry (LPOE) can play in encouraging or discouraging
that movement.

A significant majority of goods traded with Mexico, including both imports and exports, are moved by
truck or rail through the 52 LPOEs that serve the U.S. — Mexico border. A significant majority of all
people entering the U.S. from Mexico also come through these LPOEs. Of the 52 LPOEs on the U.S. —
Mexican border, eight are rail with the remainder serving pedestrians, autos and trucks. These 44
border stations include 27 in Texas,three in New Mexico, seven in Arizona, and seven in California. The
key border stations serving cross border truck traffic include Otay Mesa, Tecate, Calexico East, San Luis,
Nogales, Santa Teresa, El Paso, Del Rio, Laredo, Eagle Pass, Hildalgo, Progreso, and Brownsville. These
thirteen LPOEs consistently serve 98% of all cross border truck traffic between the U.S. and Mexico.
These border stations along with the border stations at San Ysidro, Calexico, and Mariposa also serve
over 90% of all auto and pedestrian traffic.

Cross border trade is a significant driver of economic activity along the Southwestern border and in the
country as a whole. In connection with the opening of new pedestrian only vehicle lanes at San Luis in
September of 2012, GSA Regional Administrator Ruth Cox confirmed the importance of the LPOEs to
both the U.S. and Mexican economy when she stated, “Improving the infrastructure at our land ports of
entry on the United States — Mexican border is vital to the economic vibrancy of both countries.”
Statemnent of Ruth Cox at the dedication of the new POV lanes at San Luis, September 06, 2012. Looking
at cross border trade in the largest market, San Diego — more than $1.2 billion dollars worth of trade
crosses the border each day. Taken as a whole, Latin America now accounts for 42% of all U.S. exports,
more than any other region further emphasizing the importance of U.S. — Mexico trade to the U.S.
economy.

While both the U.S. and Mexico have made significant investments in their respective LPOEs over the
years, additional investment in both the facilities and their operations would benefit and strengthen
U.S. — Mexico trade. The last significant investment in our border facilities occurred as a result of the
American Recovery and Reinvestment Act which provided approximately $980 million dollars for
improvements to border facilities and border security technology. In its 2010 budget submission, while
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it acknowledged the importance of the stimulus act investment in our border facilities, CBP also
acknowledged that “the infrastructure and facilities supporting many of our ports of entry are outdated
and aging.” Testimony of Jayson P. Ahern, Acting Commissioner, USCBP, before the Senate Judiciary
Committee, September 11, 2009.

The most significant detriment to cross border trade presented by outdated, undersized and/or
understaffed LPOEs is excessive wait times and limited hours of operation. Excessive wait times and
limited hours of operation impact both the overall volume of trade and the timing of shipments
between the two countries. This not only hurts economic activity, but has detrimental environmental
impacts as well. Expanding and improving border facilities will reduce wait times thereby encouraging
expanded economic activity in both the U.S. and Mexico. Given the positive impact that improvements
to our border facilities will have on our economy, such investments should be viewed not just as a cost
and expense of Government, but as investment in the economic infrastructure of the U.S. in much the
same way as investments in roads and bridges and other key components of U.S. infrastructure.

Given the ever increasing demands on limited federal budget dollars, it is important that Congress and
the President consider alternative approaches to funding the design and development of improvements
to the border facilities which are critical to U.S. — Mexico trade. One such approach, which is similar to
the techniques that the Government is considering for the redevelopment of the SW Federal Center
and the design and construction of a new headquarters for the FBI in the Washington DC metropolitan
area, would be to engage the private sector to provide development capability and financing for critical
border station infrastructure projects. This approach would engage and benefit from private sector
development expertise while leaving USCBP free to focus on its core mission of border operations and
security. The implementation of this approach can also benefit from tolling operations that would
defray a portion of the costs of these critical projects.

The key benefits of this approach include, but are not limited to:

e A transaction structure which can serve as a model of public private cooperation that can be
duplicated across the country;

e A project approach that will result in the completion of millions of dollars of improvements to
critical border stations with little or no outlay of federal construction funding;

e Project schedules that will place these critically needed improvements in service three (3) to five
(5) years faster than federal construction, assuming appropriations are even available for the
federal construction;

* Projects that will significantly ease ever increasing border congestion for pedestrian, autos and
trucks;

* Projects that will significantly enhance border security by providing USCBP and the agencies it
works with to protect our borders, the modern facilities they need to effectively carry out their
mission;

e Undertakings that will provide major environmental benefits especially through reduced vehicle
emissions as border wait times are lessened;

®  Projects that will spur economic growth along the Southwestern border and Northern Mexico;

e A project implementation plan that relies on the design and development expertise of the
private sector freeing up USCBP to focus on its primary mission — border security;
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e A project approach that insulates and protects the Government from development and
operating cost overruns; and

*  Where possible, the implementation of tolling in a fashion that will significantly reduce lease
and operating costs to the Federal Government while not overburdening pedestrian and non-
commercial vehicles.

The proposed approach contemplates that existing LPOE infrastructure would be leased to a non-
federal entity (such entities may include local and/or state development authorities which have
significant stakes in cross border trade best practices) selected to re-develop the LPOE. The intent of
this approach is to use the existing contracting authorities and have the U.S. Government, acting either
through GSA or DHS as appropriate, enter into a 45 to 50-year site lease. This site lease would be
subject to the requirement that the private sector lessee re-develop the applicable LPOE in accordance
with a pre-agreed scope. At the same time, the lessee would enter into a 20-year facilities use
agreement pursuant to which the lessee will lease the renovated facilities to the Government and
would also agree to provide facility operations and maintenance for the LPOE for the full term of the
Lease. The facility use agreement could be extended at the option of the Government for an additional
20-year term. DHS-CBP would, of course, continue to provide all border security and border crossing
functions within the leased facilities, but would be relieved of the obligation to operate, maintain and
repair the facilities themselves during these lease terms.

This unique approach to these critical facility redevelopment projects will result in a significant capital
infusion from the private sector and at the same time bring to bear the expertise of the private sector in
facility design, development and operation as the projects are implemented.

The test case for the implementation of this approach to border facility re-development can take place
with the Calexico East and West Land Ports of Entry. These facilities currently handle 5.2 million
pedestrians, 7.08 million personal vehicles, and 322 thousand truck crossings per year. While relatively
new, the Calexico East LPOE which handles all of the truck crossings is undersized and operates a
limited daily schedule, leading to long delays and significant potential loss of cross border trade. The
Calexico West LPOE is one of the older facilities on the Southwestern border with very limited space
and facilities to handle its almost 9 million border crossings per year. In addition, this facility is
positioned immediately adjacent to the border resulting in a less than desirable security mechanism. As
a critically important project, the Government has funded and executed the design for a renovated
facility, but funding for the actual construction is behind the original planned schedule and is not
currently budgeted making this an ideal project for the suggested approach.

A local joint venture including elements of the City of Calexico, the County of Imperial, and various
private development entities including the project architect GSA used for the Government-funded
design, a general contractor and a tolling company have submitted a proposal to GSA for its
consideration. The graphic on the following page illustrates the general outline of the transaction. The
approach outlined would incorporate all of the benefits outlined above along with the assumption of
facility operations during the full term of the lease. | would encourage the Committee to work with the
relevant Government agencies, including USCBP, GSA and OMB to fully investigate, and if appropriate
pursue, this or similar projects as a best practice in promoting and enhancing U.S. — Mexico trade.

Thank you. | look forward to your questions.
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Mr. SALMON. Thank you, Mr. Hutchens.
Mr. Wilson, you are recognized.

STATEMENT OF MR. CHRISTOPHER WILSON, ASSOCIATE, MEX-
ICO INSTITUTE, WOODROW WILSON INTERNATIONAL CEN-
TER FOR SCHOLARS

Mr. WILSON. Chairman Salmon, Ranking Member Sires, mem-
bers of the subcommittee, thank you for this opportunity to join
such a distinguished panel of experts to address the important
issue of U.S.-Mexico trade and border management. In my testi-
mony I will focus on the development of a multifaceted approach
to border management that promotes security, trade and competi-
tiveness and a high quality of life for those living in the border re-
gion. I will present a summary of my full written testimony, which
I have submitted to the subcommittee for inclusion in the record.

Over the last 20 years, there have been two clear turning points
in border management, and a third one may well be underway.
First was the implementation of the North American Free Trade
Agreement in 1994, which lowered barriers to trade and invest-
ment and caused tremendous growth in cross-border flows. This
trend of quickly rising legitimate cross-border traffic during the
first years of the post-NAFTA era ended in 2001. Whereas between
1993 and 2000, bilateral trade grew at an average annual rate of
17 percent, between 2000 and 2008 trade growth cooled to just 5
percent per year.

Security improvements at the border ports of entry following the
terrorist attacks of 2001 were real and significant, but they came
with a cost to businesses and border communities: The long and
unpredictable wait times to cross the border. The unique nature of
U.S.-Mexico trade causes congestion at the border to have a mag-
nified impact on regional manufacturers. The key is that the
United States and Mexico do not simply buy and sell finished prod-
ucts; they build them together.

The manufacturing sectors of our two countries have become
deeply integrated and, as a result, materials and parts often flow
back and forth across the border multiple times as goods are manu-
factured. This means that any cost associated with crossing the
border—paying a trucker to wait in line, using a customs broker,
et cetera—is often paid multiple times during the production proc-
ess. These costs, which amount to a border tax, eat away at the
competitiveness of these goods and provide an inadvertent boost to
the relative competitiveness of manufacturers outside our North
America region.

Thankfully, the story does not end with the slow growth of the
early and mid-2000s. After falling sharply during the Great Reces-
sion, U.S. exports to Mexico have rebounded, growing at an aver-
age annual rate of 19 percent per year, which is faster than the
growth in U.S. exports to China. Much of the recent growth is due
to changes in the global economy: Currency values, quickly rising
wages in China, high shipping costs, et cetera. But also in recent
years, border management has become somewhat more efficient.
Much remains to be done in this respect.

In my judgment, the framework for border management cur-
rently in place is strong. Building on the Smart Border Agreement
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of 2002, President Obama and then President Calderon launched
the 21st Century Border initiative in 2010, which was reaffirmed
by President Obama and President Pena Nieto in May 2013. The
concept of a 21st century border asserts that not only can security
and efficiency at the border coexist, but that a robust, multifaceted
border management strategy can simultaneously improve security,
efficiency, environmental sustainability, and the quality of life of
residents living in the border region. It is within this framework
then that there exists the opportunity to realize the full potential
of the U.S.-Mexico partnership for a secure and competitive border.

While significant progress has been made toward this goal, I will
outline a few important remaining challenges that the sub-
committee may wish to consider. Additional issues are included in
the written testimony.

Most cross-border infrastructure was built in the years before
NAFTA fundamentally altered the nature of the U.S.-Mexico eco-
nomic relationship, increasing the volume of traffic and magnifying
the importance of connectedness between our two countries. Invest-
ments are needed to update and expand port of entry infrastruc-
ture.

On staffing, infrastructure can only be utilized if the ports of
entry are adequately staffed. While the size of the Border Patrol
has increased five-fold since the early 1990s, the number of Cus-
toms and Border Protection officers working at the ports of entry
has not experienced similar growth.

Trusted traveler programs—trusted traveler programs, which
Global Entry, SENTRI, FAST, C-TPAT, and the Mexican NEEC
Program are of critical importance. They offer expedited passage
across the border to those individuals and companies that have vol-
untarily undergone extensive background checks and committed to
high security standards. By facilitating the flow of designated low
risk travelers, border officials increase overall throughput while
freeing up staff resources to focus attention on individuals and
shipments that present a higher or unknown level of risk. Global
Entry and SENTRI are growing quickly, but C-TPAT and espe-
cially FAST, which are the commercially-oriented programs, are
facing challenges in increasing their levels of enrollment and use.
Increasing the portion of commercial traffic in these programs may
be among the most cost-effective way to reduce congestion and
boost U.S.-Mexico trade.

Finally, cooperation with Mexico. Last, but extremely impor-
tantly, border crossings are, by definition, bi-national projects, but
border management benefits enormously from coordinated and co-
operative efforts. Efforts are needed to ensure that dedicated trust-
ed traveler lanes extend as far back into Mexico as needed so the
benefits of limiting border congestion can be maximized. Intel-
ligence sharing for strengthened border security has improved sig-
nificantly over the past several years, but additional progress is
possible there.

In an ideal world, U.S. and Mexican officers would work side by
side to run streamlined ports of entry together. To move toward
this ultimate goal while continually achieving more concrete short-
term progress, ongoing bilateral consultation, confidence building,
and capacity building efforts are all needed.
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Thank you, Mr. Chairman.
[The prepared statement of Mr. Wilson follows:]

"Improving Security and Facilitating Commerce

with Mexico at America’s Southern Border"

Christopher Wilson, Associate, Mexico Institute, Woodrow Wilson International
Center for Scholars

House Committee on Foreign Affairs,
Subcommittee on the Western Hemisphere

December 09, 2013

Chairman Salmon, Ranking Member Sires, Members of the Subcommittee on the Westemn
Hemisphere of the Committee on Foreign Affairs:

Thank you for this opportunity to join such a distinguished panel of experts to address the important
issue of U.S.-Mexico trade and border management.

My testimony will focus on the development of a multifaceted approach to border management that
promotes security, trade and competitiveness, and a high quality of life for those living in the border
region.

The Evolution of Trade and Border Management

Over the last twenty years, there have been two clear turning points in the management of the U.S .-
Mexico border, and a third one may well be underway.

First was the implementation of the North American Free Trade Agreement (NAFTA) in 1994,
which lowered barriers to trade and investment and caused a tremendous growth in cross-border
flows. U.S.-Mexico trade in goods and services now totals more than a half trillion dollars annually,
more than five times greater than pre-NAFTA levels. A full 77% of bilateral merchandise trade
crosses the southwest border, the majority of it in trucks, and the flow of trucks carrying goods
across the border grew significantly during the nineteen nineties, as did the number of individuals
crossing the border to shop, visit family and attend school.

This trend of quickly rising legitimate cross-border traffic during the first years of the post-NAFTA
era ended in 2001. Whereas between 1993 and 2000, bilateral trade grew at an average annual
rate of 17%, between 2000 and 2008 trade growth cooled to just 5% per year. The recession
in the U.S. and the accession of China to the WTO both contributed to the slowdown, but so did
the major change in border management following the terrorist attacks of September 11,
2001. Security improvements at the border ports of entry were real and significant, but they

1
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came with a cost to businesses and border communities: long and unpredictable wait times to
cross the border.

The unique nature of U.S.-Mexico trade causes congestion at the border to have a magnified
impact on regional manufacturers. The key is that the United States and Mexico do not simply
buy and sell finished products, they build them together. The manufacturing sectors of our
two countries have become deeply integrated, and as a result materials and parts often flow
back and forth across the border multiple times as a good is manufactured. This means that
any cost associated with crossing the border--paying a trucker to wait in line, using a customs
broker, etc.--is often paid multiple times during the production process. These costs, which
amount to a border tax, end up embodied in the selling price of products manufactured in
North America, eating away at the competitiveness of these goods and providing an
inadvertent boost to the relative competitiveness of manufacturers outside our region.

Numerous studies have estimated the costs of congestion at the border to the U.S. and
Mexican economies, and while the specific numbers vary, one message comes through the
research very clearly: both the United States and Mexico experience billions of dollars of lost
output each year. To be clear, these costs represent not only tightened security protocols, but
also shortfalls in investment in border infrastructure and U.S. Customs and Border Protection
staffing levels at the ports of entry.! See the table in the appendix for details from the studies
on the costs of congestion.

Thankfully, the story does not end with the slow growth of the early and mid-2000s. After
falling sharply during the Great Recession, U.S. exports to Mexico have rebounded sharply,
growing at an average annual rate of 19 percent per year, faster than the growth in U.S. exports to
China (17%). Much of the recent growth is due to changes in the global economy--currency values,
quickly rising wages in China, high shipping costs, etcetera. Border management has also become
more efficient in recent years, though much remains to be accomplished. As efforts are made
toward this end, it is important to recognize that the multiplier effect outlined above also applies to
declines in the cost of crossing the border. That is, as steps are taken to improve the flow of legal
commerce across the border, the benefits will be multiplied because of the tendency of co-
manufactured goods to incorporate parts and materials from both sides of the border, necessitating
multiple crossings during the manufacturing process.

In my judgement, the framework for border management currently in place is strong. Building on
the Smart Border Agreement of 2002 , President Obama and then President Calderon launched the
21st Century Border initiative in 2010, which was reaffirmed by President Obama and President

1 Mikhail Pavlov, Customs and Border Protection, DHS, “Mceting Land Port of Entry Modcrnization Needs in
Constraincd Budgetary Environment,” prescntation to the Join Working Committee. March 14-15, 2012; Government
Accountability Office. Border Security: Despite Progress, Weaknesses in Traveler Inspections Exist. GAO-08-329T,
Washington, DC: January 2008.
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Pefia Nieto in May, 2013. The concept of a 21st Century Border asserts that not only can security
and efficiency at the border coexist, but that a robust, multifaceted border management strategy can
simultaneously improve security, efficiency, environmental sustainability and the quality of life of
residents of the border region.

It is within this framework, then, that there exists the opportunity to realize the full potential of a
U.S.-Mexico partnership for a secure and competitive border.

While significant progress has been made towards this goal, T will outline a few important
remaining challenges that the Subcommittee may wish to consider.

« Setting goals: Over the past year, Congress has devoted significant attention to the
need for clear goals regarding border security. A similar conversation regarding border
efficiency may likewise be necessary. There currently exists no consensus over how long it
is reasonable to expect an individual or a truck to wait in line before crossing the border.
The variability in levels of traffic and the need to prioritize security make it impossible to
achieve perfect uniformity over time or across ports of entry along the border, and the
design of any wait-time goals must take this into consideration.

+ Measuring progress: Data on wait times needs to be made more reliable in order to
better diagnose the costs of border inefficiency and to benchmark progress on making
border wait times shorter and more predictable. New methodologies, mainly based on RFID
chips and Bluetooth devices, can resolve current issues in measuring wait times, and
progress is being made toward this end.

« Infrastructure: Most cross-border infrastructure was built years before NAFTA
fundamentally altered the nature of the US-Mexico economic relationship, increasing the
volume of traffic and magnifying the importance of connectedness. Investments are needed
to update and expand port-of-entry infrastructure.

o Staffing: Infrastructure can only be fully utilized if the ports-of-entry are adequately
staffed. While the size of the Border Patrol has increased five-fold since the early 1990s, the
number of Customs and Border Protection officers working at the ports-of-entry has not
experienced similar growth. Recognizing the costs of congestion and the need for additional
CBP staft to reduce long lines at the border crossings, the CREATE Homeland Security Center at
the University of Southern California put together a study, finding each additional CBP officer
would lead to a two million dollar increase in U.S. GDP and would create thirty-three American
jobs.2

2 Bryan Roberts et al., “The Impact on the U.S. Economy ol Changes in Wait Times at Ports of Entry,” University of
Southern California CREATE Homeland Security Center, April 4, 2013,
luip./icreate. usc.edu/CBPY20F Nl %2 OReport. pdl.
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o Trusted traveler programs: Trusted traveler programs--Global Entry, SENTRI,
FAST, C-TPAT, and the Mexican NEEC program—are of critical importance. They offer
expedited passage across the border to those individuals and companies that have
voluntarily undergone extensive background checks and committed to high security
standards. By facilitating the flow of designated low-risk travelers, border officials increase
overall throughput while freeing up staff resources to focus attention on individuals and
shipments that present a higher or unknown level of risk. Global Entry and SENTRI are
growing quickly, but C-TPAT and especially FAST (the commercially oriented programs) are
facing challenges in increasing their levels of enrollment and use. Increasing the portion of
commercial traffic in these programs may be among the most cost-effective way to reduce
congestion and boost U.S.-Mexico trade.

« Public Private Partnerships: Public Private Partnerships and other non-traditional
funding mechanisms to build and staff cross-border infrastructure can complement and
leverage government investments. Some example of such projects exist along the southern
border and new pilot projects are underway. At some point, though, additional legislative
action will likely be needed to create a clear and permanent legal framework defining and
regulating the role of private (and subnational government) investment in border
infrastructure and management.

« Cooperation with Mexico: Last, and extremely importantly, border crossings are, by
definition, binational projects, and border management benefits enormously from
coordinated and cooperative efforts. In the case of the southern border, coordination is
needed to make sure the construction of new or expanded crossings are completed within
similar timeframes. Efforts are needed to ensure that dedicated trusted-traveler lanes
extend as far back into Mexico as does border congestion so that their benefits can be
maximized. Intelligence sharing for strengthened border security has improved significantly
over the past several years, but additional progress is possible. In an ideal world, U.S. and
Mexican officers would work side by side to run streamlined ports of entry. To move toward
this ultimate goal and to continually achieve more concrete short-term progress, ongoing
bilateral consultation, confidence-building, and capacity-building efforts are all needed.

In conclusion, there is a strong opportunity to create jobs, economic growth, and increase the
competitiveness of North American manufacturers through improved border management.
Moderate investments in border infrastructure and staffing are needed, but much can also be
done by improving efficiency and U.S.-Mexico cooperation at the border. The payoffs for each
of these actions would be considerable.
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Appendix

Table 1. The Costs of Congestion

. Region of - Year of Cost to Regional .
gii ‘;" 0: Economic EXS;I )Tlme Potential Economy (billions Jggzts | Source
g Tmpact § Tmpact of USD)
San Diego- | U.S. and . SANDAG, 2007
Tijuana Mexico 2007 $7.2 62,000 Update
TImperial U.S. and HDRHLB IVAG
Valley - o 2007 $L4 11,600
M Mexico 2007
Mexicali
.. . < Del Castillo Vera,
Tijuana Mexico 180 2007-2008 | $1.9 57.000 COLEF. 2009
Ciudad . ” Del Castillo Vera,
Tuarcz Mexico 132 2007-2008 $L5 87.600 COLEF. 2009
Nucvo . A Del Castillo Vera,
Laredo Mexico 174 2007-2008 $3.7 133,800 COLEF. 2009
. Del Castillo Vera,
Nogales Mexico 66 2007-2008 | $0.2 18.000 COLEF. 2009
US-Mexico < Accenture Draft,
Border u.s. 63 2008 $5.8 26,000 March 2008
US-Mexico < Accenture Draft,
Border u.s. 99 2017 $12.0 54,000 March 2008
y y 2008 peak Cambridge
JEI Paso/Cd. JEI ':"50/ Cd- fimes: 45 | 2035 $54.0 850,000 | Systematics Inc.,
varer vares 220 June 2011
US-Merxico Hummer,
Border Us. o 201 $78 T Bloomberg, 2013

Note: Year of Potential lmpact rofors to the year in which the listed monctary and employment cffects take place. For dates before 2009, this refors to the
estimated costs for the year of the study. Tor future vears, this refers to the estimated cost that will take place if the border is not made more effivient.
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Mr. SALMON. Thank you. It is now time for the members of the
subcommittee to be able to ask questions. Before I ask the first
question, I would like to introduce this letter from the Fresh
Produce Association of the Americas regarding our ports of entry
and some of the concerns that they have, without objection.

I am going to start out by yielding myself 5 minutes for ques-
tions, and I would like to start out with you, Ms. Marquez Peter-
son. How has the emphasis on border security affected the competi-
tiveness and productivity of industries located along the U.S.-Mex-
ico border and throughout the United States, in your estimation?

Ms. MARQUEZ PETERSON. Mr. Chairman, certainly the conversa-
tion about border security is very complex, and a lot of the busi-
nesses that we work with are primarily small businesses that are
interested in trade cross-border. Where we have seen the chal-
lenges occur is really the wait times and impediments of regulation
when people are considering doing cross-border trade.

I do not believe that particular border security details have per-
haps impacted them as much as the lack of resources in the Cus-
toms officers, which increases their wait time at the border, and
certainly impacted our retailers in southern Arizona, manufactur-
ers, and entities, like the Fresh Produce Association.

Mr. SALMON. To what extent do you think the U.S. Government
has included the views or ideas of U.S. manufacturers and import-
ers in the design of its border security efforts or ports of entry im-
provements?

Ms. MARQUEZ PETERSON. So, Mr. Chairman, that is a very inter-
esting question. I think at the State level, which is primarily where
I operate, there is an Arizona Manufacturing Council, which Glenn
is very familiar with. I think more conversation could be occurring.
The conversation, such as the tour that we recently hosted to the
Offshore Group where they are an Arizona entity allowing and
helping American businesses who want to manufacture in Mexico.
I believe more dialogue could occur at that point. There are some
great resources that I think they could be giving you day-to-day ex-
periences.

Mr. SALMON. Have manufacturing industries presented proposals
on how trade facilitation could be enhanced? And, if so, what are
the proposals?

Ms. MARQUEZ PETERSON. So, Mr. Chairman, I am not aware of
proposals specifically for the manufacturing industry in the State
of Arizona, but perhaps Glenn Hamer can speak to that a little bit
more.

Mr. SALMON. Okay. Mr. Hamer, maybe you could address that.
And then, Mr. Hamer, I had an additional question on that. Does
the CBP have adequate personnel to manage trade flows at ports
of entry on the U.S.-Mexico border? And how would increasing CBP
officer deployments affect port hours of operation, border wait
times, trade enforcement, and import safety?

Mr. HAMER. Mr. Chairman, both are great questions, and I be-
lieve one of the things that has really come out of this hearing is
that there is a real staffing issue. You know, we have some really
good things happening on the infrastructure side, but an infra-
structure that is not adequately staffed is still going to create
major problems. And it really seems that, you know, one of the
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major things that could come out of this hearing is the need to
make sure that we have more resources on the Customs side.

If we are able to get these new facilities or these modernized fa-
cilities properly staffed, we are going to see a decrease in wait
time, and that will increase our competitiveness, particularly in Ar-
izona. I believe one of the witnesses or earlier today it was dis-
cussed that we are having some issues with Texas now. And I
know not everyone on the dais is from Arizona, but from the Ari-
zona perspective, we want to make sure that we can have the max-
imum amount of international trade go through our borders. And
probably the most concrete thing I could say is if we are able to
get some additional resources into Customs, you could almost take
it to the bank that we are going to see smoother trade between our
two nations.

Mr. SALMON. One of my big frustrations is that a lot of times in
government we are penny wise and a pound foolish, and we ought
to be putting more and more resources into those areas that are
profit centers, and this definitely is a profit center. This is an op-
portunity to increase commerce, and increase jobs, and increase
revenues, and it seems like kind of a no-brainer.

Mr. HAMER. And, Mr. Chairman, if I may say, you know, during
your first round in Congress, I would argue that few, if any, mem-
bers had more of an impact in really increasing our commercial op-
portunities with Asian countries. I mean, you take a look at a lot
of the work that you did for normal trade relations and increasing
our trading relationships with other Asian countries, and you look
at the increase in wealth and opportunities in that part of the
world. I think the more we do on the infrastructure in our neck of
the woods, the more prosperous our State will be.

Mr. SALMON. Mr. Hutchens, I am running out of time. But, you
know, I think the entire panel has pretty much shared with us
today that the existing infrastructure and personnel are inadequate
to meet the demands of our current commerce or desired commerce
levels with Mexico. You have come up with some good ideas for ac-
complishing things with limited government resources. Could you
maybe share what port infrastructure investments should be
viewed as top priorities?

Mr. HUTCHENS. Obviously the project that we have identified as
the top priority right now is Calexico, and part of the reason we
have identified Calexico as opposed to, you know, certain Arizona
LPOEs that require massive infrastructure as well, is because the
GSA has already funded the design for the redevelopment of
Calexico. This project was recognized as a mission critical project
5 years ago. Twenty-eight million dollars has been since spent on
the design, but the budget process for the improvements them-
selves has not proceeded, you know, very far along. So those plans
will get old, they will get stale if you do not move forward on them.
So that is why that is the project that we have identified as prob-
ably the most mission critical and most doable.

I would like to offer one other comment, if I may, about staffing,
and that the approach that I have talked about can also have a
very positive impact on staffing at the border stations for two rea-
sons. One, if the air conditioning system breaks at an LPOE, in-
stead of having to take money out of the budget that might other-
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wise have gone to Customs agents, the landlord is going to fix it.
It is in the budget. It is in the rent. You know what it is. In addi-
tion, you are not having to divert personnel and personnel time to
the administrative burden of keeping the facilities clean, of keeping
the lights on, of these improvements. And that will also free up re-
sources at the CBP level to focus on the core mission.

Mr. SALMON. And ultimately, since I am hearing more from the
panel that infrastructure is a big issue, but staffing maybe even is
a bigger issue right now, I would be really interested, and time will
not permit an answer, but I would love to maybe continue a dia-
logue on how—I am going to use the wrong term—but public-pri-
vate partnerships maybe with staffing, too, not just infrastructure,
could be addressed by this Congress.

Mr. HUTCHENS. Certainly.

Mr. SALMON. Mr. Sires, I would recognize you.

Mr. Sires. Thank you, Mr. Chairman. I am just curious. I as-
sume that a lot of the merchandise accounts through these ports
come in containers, trucks? How much emphasis is placed on secu-
rity on the point of departure before it gets to the border as point
of entry? Is there a lot of emphasis in negotiations? Because one
of the things, I represent the Port of Newark and the Port of Eliza-
beth, and after 9/11 obviously, we get a lot of merchandise. Eighty
percent of the merchandise that comes through those ports is con-
sumed in the region, and only 20 percent goes to the rest of the
country.

And one of the questions was, how do we secure these con-
tainers? And they have come up with a pretty good system of point
of departure, you know, those companies that do business. But, you
know, I was just wondering here in Arizona how much emphasis
is p;aced on point of departure as point of entry in terms of secu-
rity?

Mr. WiLsoN. If you do not mind, Ranking Member Sires, I can
answer that question to a certain extent. The program C-TPAT,
Partnership Against Customs Terrorism, is exactly that. It is a pro-
gram where companies join

Mr. SALMON. Mr. Wilson, could you bring the mic just a bit clos-
er? Thanks.

Mr. WILSON. Yes, absolutely. It is a program that—there we go.
Thank you. It is a program in which companies that join agree to
secure their entire supply chain starting at the point of departure.
It means that they install things like cameras, seals on their con-
tainers, other mechanisms by which they can ensure that the con-
tainers are not tampered with in the course of transport to the
physical border. And these have been successful because they allow
then Customs and Border Protection at the ports of entry to spend
less time inspecting these containers because they have a higher
level of confidence that they do not contain illicit goods.

Now, the problem is that that those programs are not used
enough. We still need to get a higher percentage of the total con-
tainers crossing the U.S.-Mexico border involved in C-TPAT and
the fast lanes that they can then use to cross the border. Some very
interesting new efforts are being piloted right now in terms of Cus-
toms pre-clearance, which takes this process really one step fur-
ther. It allows there to be U.S. officials, U.S. CBP officers in Mexico
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actually, you know, verifying the safety and security of these con-
tainers as they are being processed so that we can spend even less
time inspecting them as they cross the border. So it is a program
that is very important, both of these programs, and there are ways
to improve security and efficiency at the exact same time.

Mr. SiReS. Mr. Hutchens, I was very curious about your program
of build, design, and operate. Are you talking about operating actu-
ally these border entries?

Mr. HuTcHENS. No, we are talking about operating the, you
know, physical facility. The Customs function would be left to CBP
agents. In other words, the guy you hand your passport to or who
inspects the truck would continue to be a U.S. Government DHS
employee. The person is making sure that the lights are on, that
the grass is cut, as I said, the HVAC systems are working. And
quite frankly, a lot of the maintenance would be in the roads, that
the roads are well paved. It would be the private developer who
takes over the operation of the facility, but the government oper-
ation would stay in government hands.

Mﬁ" ?SIRES. They would get part of the tolls? Is that how that
works?

Mr. HUTCHENS. The tolls would be used to defray the costs of the
upfront improvements. You know, for instance, again, at Calexico,
we are talking about doubling the size of the east port of entry,
adding 3 new truck lanes, adding 6 new passenger lanes. The tolls
would go toward helping fund the cost of those improvements.

And this is not a completely unique technique. It has been em-
ployed by the Department of Energy. I just mentioned it since we
are in Arizona. And the Department of the Army specifically, the
Army was interested in working with Arizona in keeping General
Motors” warm weather test track here in Arizona. And we did a
project at Yuma Proving Ground where the Army leased the land
to General Motors. General Motors built a shared new test track
which is now used by the Army and General Motors for vehicle
testing. It is a very similar type process.

Mr. SIRES. Yeah, I am familiar with this build and design oper-
ation because we built a light rail. It is more used and more effec-
tive with transportation because the concern I would have is the
security part of it.

Mr. HUTCHENS. Right, and that is why——

Mr. SirRes. That is why, you know, the operations part of it is
handled by the government.

Mr. HUTCHENS. Correct. Correct. Very much like the Chicago
Skyway, but, yes, transportation works very well, and this is func-
tionally a transportation project. But the government function
would remain with the government.

Mr. SIRES. You know, I always read about the tension on the bor-
der. Tell me the impact this tension has had in the last few years
on the economy of this region.

Mr. FARNSWORTH. Mr. Ranking Member, I assume you mean the
tension between security and economic growth.

Mr. SIRES. Yes. Yes. And after 9/11, everybody is very concerned
about terrorism.

Mr. FARNSWORTH. Yes, well, and appropriately so. I do not know
that anybody has actually quantified the amount of foregone eco-
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nomic exchange, but I think we hear anecdotally all the time of
companies that find it easier to get product in from China or prod-
uct in from other places than simply from our closest neighbor,
Mexico, and even Canada, too.

You hear a lot of discussion about the so-called thickening of the
border, which means the border itself has become more complicated
to get across. And as global production patterns have changed, this
becomes important because if you are bringing in a product from
China, you bring it into the United States once. If you are pro-
ducing in North America, that same product might cross the border
three, four, five, sometimes even six or seven times. So each time
it has to cross the border, that adds cost, delays, everything else.

And I agree with some of the things that have been said in terms
of C-TPAT and pre-clearance, and I think that is an important
part of the solution. But there are some even more fundamental
issues here. Just basic forms that have to be filled out, I mean,
they are different on both sides. And they have to be filled out each
time the product goes back and forth. I mean, this is just a tyranny
of small differences. And what we need, we just need to think big-
ger about the relationship and the way to understand that patterns
of global trade have changed. It is not the way we did things 20
years ago.

North America itself is a production platform, but you also have
a couple of things that are coming online here in the next year.
Two thousand fourteen is going to be a huge year, perhaps 2015
when they actually open the Panama Canal. You are already see-
ing ports in the United States dredging deeper, preparing for the
patterns of change that are coming through the Panama Canal.
Vice President Biden was just there with mayors from various port
cities in the United States. That is going to change patterns of
trade. It is going to make it easier to get product into ports like
New Jersey, and Florida, and Virginia, et cetera. That could impact
here.

But you also have the whole idea of energy liberalization in Mex-
ico, too, and we have talked a little bit about it, but I want to be
very clear. If that passes in Mexico in the way that it could, that
is going to open up a huge opportunity in Mexico, not just in the
energy sector, but in every sector where energy is an input, and
that is everyone. And to the extent you have the cost of energy de-
crease in Mexico, which was most likely what would happen, what
you are going to see is a manufacturing renaissance in Mexico in
the same way it is occurring in the United States and Canada.
That is going to put monumental pressure on the border because
you are going to have all that product trying to get into the other
countries of North America in a way that the border is already
over-burdened.

So what is going to happen when that increases dramatically?
Now, Mexico is trying to develop relations with China right now.
They are trying to develop relations with Europe and other coun-
tries in South America so that the United States is not their only
market—over 80 percent of their product comes to the United
States—but that they diversify.

Having said that, if that energy reform occurs, it is going to be,
in our view, very important for the people of Mexico, very impor-
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tant in terms of energy integration, et cetera, but you are also
going to put increased pressure on that border. So that, plus the
Panama Canal, plus the changing patterns of trade means that,
you know, if we are still dealing with the border in the way of each
border crossing. You know, it takes 20 years or whatever to get up-
grades, and we are talking about staffing, and we are talking about
forms that do not match. The private sector is just going to say,
well, we are going to go somewhere else, and that is what we are
seeing. And that is not just here in Arizona. That is across the bor-
der. That is Texas. That is California. That is everywhere else.

So there is some urgency here, and the idea of getting the private
sector engaged in the financing side I think is very, very important.
The appropriations process in Washington takes a long time. We
know the budget realities in terms of Washington. There are some
big issues here, but I think working together we can work to get
through them.

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

Mr. SALMON. Thank you. Mr. Barber?

Mr. BARBER. Again, I want to thank the chairman and the rank-
ing member for bringing us some really outstanding witnesses. I
have a few questions, if I could start with Mr. Farnsworth. We
have had several hearings in the Oversight Committee and the full
committee of the Homeland Security Committee of the House. And
We have focused a lot on what I believe, and I think many mem-
bers believe, is the lack of accountability and transparency in the
operation of the Department of Homeland Security. In all fairness,
22 legacy agencies, trying to pull them together into a common
mission, not an easy task.

But when I look at some of the money that I believe, quite frank-
ly, has been wasted, two examples. In Ajo, Arizona, the Homeland
Security Department built homes at the average cost of $600,000
in a community where the average cost of homes is under
$100,000. We had a hearing recently where we were looking at in-
formation technology improvements, $24 million on a project that
was stopped because it was not going anywhere.

So my question, Mr. Farnsworth is, given these constraints that
we have in these tight budget times, how would you, if you were
able to, direct the Department of Homeland Security to focus on
priorities? Where would you take that money that should not have
been spent wastefully and put it to make the most use in terms of
economic development and improvements in what we want to have
happen as you all have discussed here today?

Mr. FARNSWORTH. Well, thank you for the question, and I wish
Assistant Secretary Bersin were here so that he could answer di-
rectly on behalf of——

Mr. BARBER. So do L. [Laughter.]

Mr. FARNSWORTH. So I certainly will not attempt to speak for
him or for the U.S. Government. But I do think there are some im-
portant realities here in terms of where could additional funds be
spent. My personal view is that border infrastructure is a clear
winner here because you get to the point, and we have talked a lot
about it. All the witnesses have talked about simply the ease of
getting across the border. Now, that could be in terms of bridges.
It could be in terms of enhanced facilities.
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Each local community is going to have their own priorities, and
I think that is a critically important aspect of this. We have to get
the local communities involved. In fact, in some ways, the local
communities need to lead the effort so that they are creating a
sense of place not just for the communities on this side of the bor-
der, but certainly on the Mexican side of the border as well, so that
you have a much more integrated approach. I think that is criti-
cally important.

I do think that this is where, frankly, it is important to bring in
the conversation of private sector funding because these are
projects that are really, really expensive. And I think with new and
innovative financing models, I think that is going to be a critically
important aspect of the entire effort.

I mentioned in my oral testimony the North American Develop-
ment Bank, the NAD Bank. I think they are doing some very inter-
esting things. I think to the extent they could get private sector
money into their budget process and use that in terms of border
infrastructure and development, I think that could be a positive
step. I am not sure that people have talked about that in any spe-
cific way. But again, there are vehicles there. We just have to be
creative and find them.

Mr. BARBER. Thank you for that. And let me just turn to both
Lea and Glenn for this question. Sitting on the Small Business
Committee, one of the most frustrating things that I have heard
over and over again from small businesses is a lack of access to
capital. Recently I met with some businesses in southern Arizona.
One woman who owned a business, a very successful business, for
20 years, was trying to expand her business along the same track,
but in a different area of the country. She went to every bank she
could think of in Arizona that she had done business with. Could
not get a line of credit or a loan. She ended up going to Portugal
to get the line of credit that she needed. I mean, that is outrageous.
We cannot have that happen.

So from your experience, first of all, access to capital I think is
an issue. What are some of the ways in which you think we can
overcome this important problem, because we know that small
businesses are 70 percent of our economy? If we get them moving,
the economy gets moving. So what would you say about access to
capital?

Ms. MARQUEZ PETERSON. Absolutely. Thank you, Congressman
Barber. That is absolutely the number one issue we hear from
small businesses is the access to capital. I wish I had a solution
to pitch to you today, but we continue to have this layer. I know
there are activities and actions being taken by the U.S. Govern-
ment that is not flowing down. It is not hitting our small business
community. It is even harder to grow a business and get access to
capital to grow and expand here in the United States. But when
you take that the next step and look to exporting, it is even more
challenging.

Our chamber hosted a meeting just yesterday, in fact, with Ex-
Im Bank so that we could understand what it took to utilize the
services there, to find perhaps more delegate banks in the State of
Arizona who could assist businesses who need credit insurance or
need to do term loans to do exporting. We are out there searching
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for those opportunities, but that is number one the biggest issue
that small businesses face.

Mr. BARBER. Mr. Hamer?

Mr. HAMER. Congressman, I am not sure I have much to add. I
mean, we have been, the Arizona Chamber, strong supporters just
in the context of trade of the Export-Import Bank. But I believe
Lea’s comments were right on the mark, and I am sorry to hear
about the situation with the company that had to go to Portugal.

Mr. BARBER. Pretty absurd, is it not, that we would go there. Mr.
Hutchens, I would like to ask you a question about this. And I am
going to say the word that must not be spoken, “public-private
partnership.” I think it works. [Laughter.]

We like it. And, you know, the port of entry at Douglas, which
is on the border of the city. Right across from Douglas, Agua
Prieta, has about 240,000, Douglas maybe 40,000. The economic
improvement that could be made in Douglas and all of Cochise
County and all the way up Arizona are immeasurable if that port
were upgraded. It was built in 1932 without any improvements
pretty much since that time. We have been working with the
mayor and council down there to try to encourage and support pub-
lic-private partnerships in improving that port of entry.

Can you speak to what barriers we in Congress need to address
to help move that forward? I am really practical when it comes to
these things. I want to see what we can do as Members of Congress
to be pragmatic and then move the agenda, and not just to talk
about it. So what things can we and should we be doing about
that?

Mr. HUTCHENS. There are a couple of barriers that are the pri-
mary things that you have to be concerned with. The number one
barrier to these kinds of projects are a set of budget scoring rules
that OMB adopted in response to a congressional resolution in
1990 called Budget Resolution 90-02. And the primary focus of
Budget Resolution 90-02 was the U.S. Government can borrow
money cheaper than the private sector, so if we want to build a
capital asset, the Federal Government should pay for it up front
and not lease it.

You know, that was a fine budget resolution when two things
were happening. One, the country had enough money to build these
kinds of projects, and, two, there was a fairly big interest rate dif-
ferential between what the Federal Government could borrow
money at and what the private sector could borrow money at. And
over the past 25 years, both of those things have changed dramati-
cally. Obviously the budget priorities of the United States, there
are things we have to fund, and a lot of these infrastructure
projects, which are long-term capital projects and could benefit
from private sector expertise, could be funded through this lease-
lease back mechanism. But again, we have to deal with what are
called the A-11 scoring rules, which have a six-part test, and it
seems like if we do not get hung up on one of them

I mean, one of the great things about the project I am talking
about is the tolling gets us under the primary problem of this,
which is it cannot exceed 90 percent of the value. Well, if the tolls
are paying for 40 percent of the project, I do not have a 90-percent
problem. What I am hearing from OMB is they are concerned
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about the unique government nature of the project. And as I say,
as I addressed in my testimony, I do not believe this is what those
rules were intended to address. So getting some relief from that,
getting OMB to look at their rules in a more 21st century realistic
way would be very helpful. GSA needs to be encouraged to pursue
these projects. They have, in effect, not pursued them because of
the worry of whether they were going to get approved by OMB, and
so those are the two things that really need to happen.

Mr. BARBER. It sounds like a bureaucratic two-step to me. I am
familiar with that in State government, and I am seeing it in abun-
dance in the Federal Government. We just need to cut through all
that nonsense and get to the decisions.

I just have one follow-up question, if I may, Mr. Chairman, and
that is, have you seen or been able to study effectively what the
impact of tolls have on travel, on tourism, on commercial travel?
Does it have a negative effect? Does it suppress that desire to come
through that port of entry?

Mr. HuTrcHENS. What we have seen is that it actually does not
have a negative effect. The fact is that people are willing to pay
not to have to wait 2%2 hours in line. The primary tolling focus will
be on the commercial traffic, and believe me, a truck sitting in line
costs $125 an hour to sit there. If they can pay $25 to go across
the border in 15 minutes as opposed to spending 2%2 hours in line,
for them it is pure economics.

As we design these tolling schemes, the primary emphasis will
be on the commercial traffic, then there will be emphasis on faster
lanes on the auto, and as little as possible on the pedestrian side
because that is where it has the most impact. But we have found
that for convenience, people are much willing to pay the conven-
ience actually when you implement these, and southern California
is where they have been implemented the most. Traffic actually in-
creases, not decreases.

Mr. BARBER. Thank you, Mr. Chairman. I yield back.

Mr. SALMON. Thanks, Mr. Barber. I think this recurring theme
that we all seem kind of excited about, the whole idea of public-
private partnerships, it sounds like a big part of the impediment
is just maybe we need some legislative language, some clarity from
the Congress to the administration to jump start this thing. I think
that is kind of what I am hearing.

Mr. Hutchens, if you could maybe guide us to how that would
be

Mr. HUTCHENS. I would be happy to send you some follow-up ma-
terials that I have prepared.

Mr. SALMON. That would be great. That would be great. Ms.
Sinema.

Ms. SINEMA. Thank you, Mr. Chair. And my question, sir, is di-
rected to Ms. Marquez Peterson and Mr. Hamer. Thanks so much
for being here today, both of you. In particular, I wanted to just
get your feedback about how Arizona businesses find their own
interaction with the trusted trade programs that do exist with im-
ports into the United States from Mexico. And if you can, talk
about what some of the concerns or benefits your members feel
about cargo pre-clearance programs.
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I know that there has been some excitement about cargo pre-
clearance programs, but also some concerns around security and
cost-effectiveness. So if you have feedback from businesses in
southern Arizona and central and northern Arizona, that would be
really helpful. Thanks.

Mr. HAMER. Do you want to go first?

Ms. MARQUEZ PETERSON. Okay. Thank you, Congresswoman
Sinema. Primarily, a lot of our interaction has been with Arizona
businesses who are at a point in their business life cycle, I guess
I would call it, where they are prepared to do exporting. They are
looking for relationships cross-border, specifically in Mexico, which
is where our chamber assists. A key partner has been the U.S. De-
partment of Commerce and commercial services. We refer quite a
bit to Eric Nielsen, who I believe is here in the audience, the busi-
nesses that are qualified and able and have that infrastructure and
that financial stability to look for contacts cross-border. Oftentimes,
the biggest challenge we hear from them is certainly looking for the
vendors, suppliers, the connections, building those relationships.

Working in Mexico is a much longer sales cycle. It is creating
that relationship, and it could be throughout a year or multiple
years before an actual transaction occurs. Our Chamber of Com-
merce is focused particularly on working with Mexican chambers of
commerce so that we are business to business, B2B, and we are es-
tablishing those relationships and focusing and stressing the eco-
nomic interdependence of our two States in the case of Sonora and
Arizona that kind of outlives a lot of the politics that are hap-
pening, whether it is in our State or in our Nation. And that seems
to be handled well through the business community.

So I think that is probably the most important resource we have
got is with the U.S. Department of Commerce, and we are explor-
ing other opportunities at this time.

Ms. SINEMA. Thanks.

Mr. HAMER. Thank you, Congresswoman, and I want to—I did it
in my opening remarks—thank the other members of the Arizona
delegation for being here today. It says a lot. Congressman Barber,
I know this is your neck of the woods, but you have really worked
very hard on these issues, and Congressman Sinema and Congress-
man Schweikert, for you to travel from the Phoenix area today says
a lot. And I would second Lea’s comments about the good work of
Eric Nielsen and the U.S. Department of Commerce, that we have
found them to be very helpful for a number of our members.

In terms of the pre-clearance, there is very, very strong support
from our members to do more of that type of activity. Of course,
we are all concerned about security, but we believe that there are
ways that we can do it so that we would not jeopardize security,
but could dramatically increase the efficiency of our commercial
interactions.

Ms. SINEMA. All right. Thank you. And, Mr. Chair, not a ques-
tion, but just a follow up to Mr. Hutchens’ last statement. I think
it would be really helpful to get information from you and your
team about what we as Members of Congress could do to clarify
public-private partnerships. While it may not be a great word for
you, it is very popular in Arizona, and it has helped us to create
and implement some of the most cost-efficient and effective pro-
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grams in the country. So we are very proud of public-private part-
nerships, and we would love to, I think, work together to find op-
portunities to streamline Federal Government rules and regula-
tions so that we can continue that work in Arizona and help other
parts of the country do what we do well. Thanks.

Mr. HurcHENS. I will make sure I coordinate with the staff so
that I can get that material to you.

Ms. SINEMA. Thank you.

Mr. SALMON. I think the appetite is pretty voracious up here for
something like that. I recognize Mr. Schweikert.

Mr. SCHWEIKERT. Thank you, Mr. Chairman. Just for the fun of
it, Mr. Wilson, what do you think of Mr. Hutchens’ sort of—I do
not like to call it a “toll,” but sort of participatory costs for those
who want to save time whether they have perishables or just-in-
time inventory.

Mr. WILSON. I know the concept is a bit controversial, and there
are proponents, and there are people who are detractors. I look at
the example of Texas where many of the bridges across the Rio
Grande are actually owned by the cities, and they generally do use
tolls on those bridges as a way to pay for that infrastructure. And
that has been a very successful model, so it is actually a model not
in the context of public-private partnerships, but in public-public
partnerships, has been used on the border between the U.S. and
Mexico for a long time with a lot of success. But it is obviously im-
portant to make sure that we do not implement tolls in a way that
does limit traffic, that does limit the ability of members of family
to visit one another.

Mr. SCHWEIKERT. Well, but conceptually it does just the opposite.
For truck traffic it creates a, hey, here is the value of a couple of
hours of produce sitting in the back of my truck, and pulls that
traffic away. Does that provide, you know, other capacity in other
spots? I mean, that is at least the underlying economic theory.

Mr. WILSON. That is absolutely how it tends to work.

Mr. SCHWEIKERT. Mr. Hutchens, how do you feel about Mr. Wil-
son talking about some of the express programs? What is it? It is
FAST and some

Mr. WiLsoN. C-TPAT.

Mr. SCHWEIKERT [continuing]. C-TPAT are being under-utilized.
And what are we doing wrong? Are we not marketing them? Are
we not educating? You know, so why are some of our partners on
the other side of the border not embracing these more so?

Mr. HUTCHENS. I think that, you know, you are getting a bit out
of my area of expertise, but I do think that a lot of those programs
were really designed with sea ports of entry in mind. A lot of the
containers, a lot of the cargo stuff, I know a lot of the work they
have done at Oakridge National Laboratory in terms of being able
to see inside vehicles are geared toward containers and not nec-
essarily 18-wheeled trucks going up and down the road.

Mr. SCHWEIKERT. Yes. And that is one of the uniquenesses of
what we do. But to that, Mr. Farnsworth, sort of the same ques-
tion. Why not more adoption?

Mr. FARNSWORTH. Well, I think there is an education issue in
some ways, just the idea that this could be a real solution. You
know, the truth of the matter is we have to look at all of the pro-
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grams that are out there. It has to be an all-of-the-above type solu-
tion, whether it is C-TPAT, whether it is fast lanes. I think that
is exactly right.

But I come back to there are other things that need to be looked
at, too. I mean, just basic forms need to be standardized, and you
should not need to have the same process back and forth every
time you cross the border. I mean, this should be something that
we can figure out together with our Mexican partners in this. So
I think an all-of-the-above approach could work pretty well.

Mr. SCHWEIKERT. In that same line, I know there was a discus-
sion last year about even doing an electronic form where you pull
it up, you hit the button, you send it in, instead of the, you know,
carbonless paper walking up to the staff and having to fill it out
and look for your mistakes. From your position, when you look at
the discussion of trying to do a mix of structure, is the problem
physical structures at the border or is it staffing?

Mr. FARNSWORTH. I think it is both, and I think it varies depend-
ing on each border crossing. And I think this is why it is so vitally
important to engage the local communities because what works in
San Diego and Tijuana may not work in Laredo and Nuevo Laredo.
And what might work in Arizona might not work elsewhere be-
cause the issues are different. I think if you look across the border,
and I have participated in meetings across the border from San
Diego literally to Laredo, there are different issues. And sometimes
it really is a staff problem.

Mr. SCHWEIKERT. But to that point, let us say, you know, I came
to you tomorrow and said, hey, we found magic money. You have
unlimited staff. Are you maximizing the use of your ports? Remem-
ber there have been the discussions of should we go to 24 hours
in certain lanes. Has this been properly modeled?

Mr. FARNSWORTH. I think that the answer would be that if you
just found a magic pot of money to be utilized right now, you are
going to have existing infrastructure. So the best use of that money
would be in terms of personnel and finding ways to increase staft-
ing time, increase agents, and increase the throughput in terms of
existing infrastructure.

Mr. SCHWEIKERT. So today staff and personnel would consume
more of my capital than structure?

Mr. FARNSWORTH. Well, if you had that pot of money and you
just had to spend it in this fiscal year, yes.

Mr. SCHWEIKERT. Mr. Hutchens, in that sort of discussion, as you
start to model ways to pay for it, because, you know, as we start
to move into the demographic crisis that, look, everyone under-
stands what is happening. Resources are already very, very tough.
Is there a way of using that sort of express pass mechanic, tolling
mechanic to also provide hours of access as much as new physical
facilities?

Mr. HUTCHENS. You know, much like the concern over tolling
and is tolling going

Mr. SCHWEIKERT. I beg of you to pull the mic a little closer.

Mr. HUTCHENS. Sorry. Much like the discussion with tolling, you
know, there is a question of if you increase staffing and you say
we have got these three lanes, and they are open 24 hours a day.
But do people really want to cross the border between 2 o’clock and
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4 o’clock a.m. because that is when the time is available. I think
that it is a balance between staffing and facilities. If you are going
to create these opportunities for trade, you know, you want people
coming across the border to go to the shopping centers, as we were
talking about, when the shopping centers are open, not in the mid-
dle of the night. So I think staffing is very important.

And for CBP, it is one of their concerns as we talk to them about
increasing the number of lanes. They are worried about where they
are going to get the staff from. So we have got to focus on both.

Mr. SCHWEIKERT. If today our staffs wanted to say where is the
best data sets, you know, where is my data set to say here is where
I am at capacity. Is it capacity because of my hours of service, be-
cause of my physical location? Is it I have enough lanes, but the
lanes to it are restrictive on either side of the border? Where do
I go to get the best quality research to understand what we should
be doing? And I see Mr. Wilson sort of standing up in his chair.
[Laughter.]

Mr. WILSON. It is because there is a fundamental problem in that
respect, and the fundamental problem there is that we do not have
clear data on the wait times that are currently in place at each of
our border crossings. There is not a consistent methodology being
applied to measure the length that cars and individuals are waiting
to cross the border. There is some work that is being done on that
to use RFID chips to improve that data set. But it is critical that
we improve that data set so that we can make rational decisions
about investment at the border.

Mr. SCHWEIKERT. And my understanding is it is ultimately much
more complicated than that. In discussions I have had with some
of Mr. Hamer’s members, it is not only wait times, it is wait times
of which hours in the day, what types of products, seasonality of
certain products, and how that ends up causing the skewing ef-
fects. And then, god forbid, it be on either side of a holiday.

Mr. WILSON. And that is why we need data to be able to analyze
each of those variables that you brought into the mix there.

Mr. SCHWEIKERT. All right. Thank you all. Mr. Chairman, just
two quick comments, and this is to my buddies at the other end
of the table. Sometimes when you see us sort of cringe a little bit
when we use the term “public-private partnership,” it is not the
working with private sectors, vice versa. It is who ultimately car-
ries the risk portion of the transaction, because so many times in
the past, you know, as government took the risk and handed sort
of the profit-making side to the public, there needs to be an honest
risk sharing instead of socializing risk and privatizing the profit
side.

And your discussion, this one, you and I have had multiple
times. We passed the JOBS Act a couple of years ago that was
going to have crowdfunding, and, you know, the Reg As, and all the
other things that were going to provide access to capital. And it has
disappeared in the bureaucracy, particularly at the SEC, which
breaks my heart because that was designed particularly for our
types of business. And Congressman Barber has heard me rattle on
about this in the small business community and committee because
it was designed for our types of businesses here in Arizona. And
if we could ever get some rational rule sets out of the SEC, I think
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actually we have a great future. So, Mr. Chairman, with that, I
yield back.

Mr. SALMON. Thank you. All the questions have concluded, and
this has been an outstanding panel. I cannot tell you how much I
appreciate you taking the time. Thank you for braving the weather,
those of you that came in, and good luck getting back tonight.
[Laughter.]

A few of us are on the red eye tonight, and we are kind of biting
our nails to see how that goes. But I want to thank you.

More than anything, I wanted this hearing to symbolize some-
thing far greater, and that is that Arizona, in particular, is ex-
tremely interested in improving our relationship with Mexico; that
in the past we have had what I would like to call water under the
bridge. It is a new dawn, and you have got a team of people up
here, both sides of the aisle, that want to do everything that we
can to try to improve those relationships not just with trade, but
in every aspect of that bilateral relationship. We would like to ex-
plore the opportunity, I think, for some economic trade zones and
what other opportunities can put us in the most positive light as
we possibly can.

I think Mr. Farnsworth was talking about some of the changing
demographics of global trade. With China losing some of its manu-
facturing swagger, Mexico is going to be up at the forefront. We
would like to be partnering shoulder to shoulder. And on the en-
ergy forefront, those reforms portend to provide economic opportu-
nities not just in the energy sector, but across the table. And we
would like to be there to work with them to get that done.

So that having been said, thank you so much. And this sub-
committee hearing is adjourned.

[Whereupon, at 12:11 p.m., the subcommittee was adjourned.]
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MATERIAL SUBMITTED FOR THE RECORD BY THE HONORABLE MATT SALMON, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF ARIZONA, AND CHAIRMAN, SUB-
COMMITTEE ON THE WESTERN HEMISPHERE

FreshProduce

ASSOCIATION OF THE AMERICAS

October 9, 2013

The Honorable Matt Salmon

US House of Representatives

2349 Rayburn House Office Building
Washington, D.C. 20515

Dear Congressman Salmon,

In the variety of bills that seek to address immigration reform and border security, there
is a historic opportunity to improve the state of security and business efficiency at
Arizona ports of entry.

Shamefully, too little has been done to date to address the shortfall in staffing at Arizona
ports of entry, especially in Nogales. Overall staffing continues to flatline or even decline
in the face of attrition, not to mention officers being pulled away from the border for non-
essential tasks.

At this time, the House of Representatives must develop or endorse legislation to
specifically address the shortcoming in Customs staffing, and provide a much-needed
economic boost to companies doing business at the border.

The inclusion of 3,500 Customs officers in the Gang of 8 bill serves as a good example
that would greatly enhance security at the ports of entry, while simultaneously improving
the flow of commercial goods, providing a much-needed boost to the nation’s economy.

Tn fact, a recent report from the University of Southern California (CREATE Report)
showed that every Customs officer added to a land port of entry would increase the
nation’s Gross Domestic Product by $2 million. Thus, adding 3,500 officers could
increase the GDP by $7 billion.

The same report shows that every additional Customs officer enhances private sector
efficiencies by $640,000. This means the 3,500 officers would enhance business
efficiencies by $2.24 billion.

According to the US Department of Transportation, our ports of entry along the border
with Mexico processed 5.1 million trucks and 8,957 trains, northbound, in 2012. The US
Department of Commerce reports that bilateral trade with Mexico reached $492 billion in
2012.

Counting two-way trade, Arizona ports of entry processed about 754,000 trucks in 2012.

www.freshfrommexico.com — info@freshfrommexico.com

PO Box 848 Nogales, A7, 85648 Phone (520) 287-2707 Fax (320) 287-2948
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Unfortunately, the Mariposa Port of Entry in Nogales, Ariz., already has the worst wait times for
commercial crossings among all Southwest ports of entry surveyed by the aforementioned CREATE
report (see attached table). With the expansion of the port, we estimate that Nogales will need 250-500
full time officers in order to effectively and efficiently process goods and people.

Now, as the House of Representatives considers a variety of immigration-related legislation, we urge
you to work with Congress to promote legislation that brings a balanced approach to staffing of border
personnel.

Securing the border means allocating resources effectively between the ports, and within the ports.
Congress must approach the border holistically.

The Fresh Produce Association of the Americas believes now may be the best opportunity to truly
address security concerns at the nation’s land ports of entry.

At this time the state of Arizona needs all of its Congressmen to join together in a bi-partisan effort to
ensure proper staffing. Your leadership on this issue is more important now than ever.

Best regards,

e

=
Lance Jungmeyer
President

Fresh Produce Association of the Americas

cc: The Honorable Janice K. Brewer, Governor

The Honorable John McCain, US Senate

The Honorable Jeff Flake, US Senate

The Honorable Ron Barber, US House of Representatives

The Honorable Ed Pastor, US House of Representatives

The Honorable Raul Grijalva, US House of Representatives
The Honorable Matt Salmon, US House of Representatives
The Honorable Kyrsten Sinema, US House of Representatives
The Honorable Trent Franks, US House of Representatives
The Honorable David Schweikert, US House of Representatives
The Honorable Ann Kirkpatrick, US House of Representatives

www.freshfrommexico.com — info@freshfrommexico.com
PO Box 848 Nogales, A7 85648 Phone (320) 287-2707 Fax (320) 287-2948
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UsC JICR:

ATE

B

Economic Impact of Changes in Wait Time at POEs

TABLE 2-B. WAIT TIME AND COMMER CIAL VERICLE TRIPS AT LAND BORDER CROSSINGS

Time Period FY 2012
Lane Type CV {Regular]
Average Average Std. Total
Average Changein | number | waittime | Std, Dev. | Dev. number of
i L Total
wait time Wait Time | oflanes per of hourly of WT
Total N . . number of
. per L During® | openfor | vehicles | WT values | hourly | observations
+1 Optimat Staffing T Tripsin ) WT
vehide in EY 2012 Most £ most in8 most | for8most | WT for 8 observations
FY 2012 Congested | congested | congested | congested | values | congested ir‘|‘F‘{ 2012
{minutes} Haours hoursina | hoursina hours for FY | hoursin FY
day diay 2012 2012

Calexico CalexicofEast 253 320,482 -76% 26 275 18.18 17.62 4168 4278
Ysleta 10.2 360,470 -73% 3.5 13.% 10.46 9.47 2482 4646
£l Paso Bridge of the
Americas 14.6 290,220 -58% 4.1 149 14.72 14.25 23597 3423
Laredo Columbia Solidarity 74 215,701 -95% 29 7.5 6.78 6.27 1539 2653
World Trade Bridge: 23.8 1,356,418 -659% 6.9 24.8 20.49 19.63 2701 108
Nogales Mariposa 29.4 044,925 -55% 2.9 375 33.20 31.48 2769 FFa7
Buffalo- Lewiston Bridge z3 309,365 -71% 2.6 3.4 9.66 5.11 3140 &304
Miagara
Falls Peace Bridge 53 625,651 -47% 4.7 7.1 17.82 1131 4949 8754
Otay Mesa | Otay Mesa 304 298,730 -38% 8.0 320 21,21 15.64 2844 4637
Blaine: Pacific Highway 11.0 343,386 -83% 2.3 160 13.14 10.34 2934 2687
Detroit Windsor Tunnel 35 38,056 -180% 10 4.2 351 347 2738 BA00
Ambassador Bridge 4.6 1,425,757 -61% 1.2 B.9 4.61 4.58 7928 8427

2-16
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