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Abstract

This report explores ways to facilitate further growth in U.S.-Mexico agricultural trade by
focusing on the border processes and procedures that govern this trade. To solicit ideas on this
topic, about 80 informal interviews were conducted with people from the private sector, govern-
ment, and academia in the United States and Mexico who are familiar with bilateral agricul-
tural trade and border regulations. Based on information collected during these interviews and
supplemental information drawn from publicly available information, six areas of opportunity
were identified for making U.S.-Mexico agricultural trade more agile: attention to agriculture-
related aspects of border crossings and inspections; pre-clearance and pre-inspection systems
and joint inspection facilities; further development of risk-based inspection systems; advance
preparations for new transportation facilities and new shipment routes; complementary activities
for Single Window Environments; and creation of formal avenues for regulatory innovation.

Keywords: Mexico, United States, trade, border, regulations, NAFTA.
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What Is the Issue?

With full implementation of the North American Free Trade Agreement (NAFTA), Mexico and
the United States must look to means other than tariff and quota elimination if they are to foster
further growth in bilateral agricultural trade. Improving border infrastructure is one approach to
this challenge, but this approach requires a substantial investment of time and money. An alter-
native approach is to modify border processes and procedures in ways that make U.S.-Mexico
agricultural trade more agile—thereby allowing agricultural products to cross the border more
quickly, easily, and efficiently—without compromising governmental standards with respect to
food safety, sanitary and phytosanitary conditions, and other regulatory matters.

What Did the Study Find?

The border crossing and inspection process is a critical control point in the shipment of agri-
cultural goods. Problems at this juncture can impede the flow of agricultural trade, leading to
higher transaction costs, slower transit times, and even outright losses of product due to spoilage
or slippage. Based on information collected in informal interviews and supplemental information
drawn from public available sources, and keeping in mind the regulatory responsibilities of the
two governments, the research team identified six possible categories of opportunities for making
U.S.-Mexico agricultural trade more agile.

* Agriculture-related aspects of border crossings and inspections. Respondents emphasized that
both government and the private sector have roles in making the border work. Government must be
able to conduct inspections consistently, both over time and at different ports of entry, to discourage
port-shopping by shippers and to ensure meaningful inspections. Inconsistency could be addressed
by direct supervision of inspectors and product-specific training. Personnel must have the special-
ized knowledge and skills—such as identification of insects, collection and testing of samples,
and familiarity with all agricultural product standards—for carrying out inspections. The private
sector, in turn, requires complete and accurate documentation about the products it trades from one
country to the other. Such documentation is indispensable to passing inspection, the functioning
of risk-based screening tools, and investigating outbreaks of foodborne illnesses. In addition, the
private sector must ensure that traded agricultural products remain in optimal condition from origin
to destination. These tasks fall to individual firms, but one firm’s problems can hamstring other
firms. Refresher courses for agricultural exporters on how to comply with U.S. and Mexican regula-
tory requirements could generate benefits for all trade participants.

* Pre-clearance and pre-inspection systems and joint inspection facilities. The design of U.S.
and Mexican inspection operations already reflects creative approaches to locating some
aspects of the inspection process away from the border. One of the more ambitious facilities
with this design—and one that may become a model for similar facilities elsewhere—is a
joint inspection facility in Tijuana, Baja California, adjacent to the U.S. port of entry in Otay
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Mesa. In January 2016, the U.S. and Mexican Governments launched a 180-day pilot operation of this facility for the
pre-inspection of low-risk, high-volume fruit and vegetable imports from Mexico. Examples that have been in place
longer include Mexico’s pre-clearance of produce imports from the United States at private-sector concessions located
on the U.S. side of the border and U.S. pre-clearance of irradiated mangoes from Mexico. Pre-inspection could be
extended to the inspection of Mexican trucks and semi-tractor trailers used in short-haul, cross-border trucking, some
respondents thought.

e Further development of risk-based inspection systems. In a risk-based inspection system, the allocation of resources
to specific inspection activities, including the type and frequency of inspections, is guided by an assessment of the like-
lihood and severity of the risks associated with the products subject to inspection. Examples of such systems include:
the National Agriculture Release Program (NARP) operated by USDA’s Animal and Plant Health Inspection Service
(APHIS) and U.S. Customs and Border Protection (CBP); the Predictive Risk-based Evaluation for Dynamic Import
Compliance Targeting (PREDICT), operated by the U.S. Food and Drug Administration (FDA); and the Integral System
of the Inspection Service (SISI) and Trusted User (UCON) program, both operated by Mexico’s National Service of
Agri-Alimentary Health, Safety, and Quality (SENASICA).

* Advance preparations for new transportation facilities and new shipment routes. The construction of new trans-
portation infrastructure and the development of new inland shipping routes can lead to disproportionate growth of
U.S.-Mexico agricultural trade across ports of entry, affecting the demand for inspection services. Completion of a
new toll road linking the Mexican cities of Culiacdn and Durango and faster growth in fruit and vegetable produc-
tion in central and eastern Mexico than in western Mexico have led to a larger share of produce imports from Mexico
entering through the ports of entry in Laredo and Weslaco, Texas. Emerging trade patterns can be anticipated by the
U.S. and Mexican Governments as they adapt their border operations to changing economic conditions. Respondents
felt that the two Governments could work in advance to develop the logistics and inspection protocols needed at the
new facilities and to prepare for possible shifts in trade volumes across ports of entry.

* Complementary activities for Single Window Environments. Both Mexico and the United States have created Single
Window Environments—electronic systems that allow parties involved in international trade to enter all the informa-
tion needed to satisfy import, export, and transit-related regulatory requirements at a single point. Some respondents
suggested that the two Governments could use these systems as platforms for streamlining and simplifying the adminis-
trative requirements for bilateral agricultural trade. This effort could include not only the completion of ongoing projects
for instituting electronic certificates for the full range of agricultural products, but also the consolidation or elimination
of some types of documents and increasing the period of validity for certain documents. Electronic certificates (E-certs,
for short) are electronic versions of veterinary inspection certificates, phytosanitary certificates, and similar documents
that formerly were issued only in paper form.

* Creation of formal avenues for regulatory innovation. Formal avenues for innovative feedback on regulatory
processes would help to enact many of the ideas proposed in interviews for making U.S.-Mexico agricultural trade
more agile. For example, many interviewees suggested that there are opportunities to reduce the time required to
sample and test agricultural shipments, chiefly by locating labs closer to the border. Already, the FDA has several
mobile labs and deploys them at ports such as Nogales during peak import seasons, and the Mexican Government
uses mobile labs to analyze pathogenic microorganisms and toxic residues. Aligning border facility hours more
closely with the private sector’s operating hours would be welcomed by interview participants, some of whom envi-
sion a border that is open to agricultural trade 24 hours a day, 7 days a week—a measure not without tradeoffs in
costs, staffing, and quality of inspections.

How Was the Study Conducted?

The research team conducted about 80 interviews with people in the private sector, government, and academia from

the United States and Mexico who are familiar with bilateral agricultural trade and the processes regulating trade at

the border. Interviewees included professionals employed by exporters, importers, customs brokerages, and industry
associations, as well as owners of such firms. The interviews focused on three main topics: (1) processes and proce-
dures governing cross-border agricultural shipments, (2) the development and harmonization of homologous operational
systems by the U.S. and Mexican Governments, and (3) intergovernmental cooperation. In order to conduct interviews in
person and to gain first-hand knowledge of the U.S.-Mexico border, team members made extensive visits to three border
regions: (1) Nogales, Arizona, and Nogales, Sonora; (2) Laredo, Texas, and Nuevo Laredo, Tamaulipas; and (3) San
Diego (Otay Mesa), California, and Tijuana, Baja California.

www.ers.usda.gov




Opportunities for Making U.S.-Mexico
Agricultural Trade More Agile

Introduction

As part of the North American Free Trade Agreement (NAFTA), Mexico and the United States
gradually eliminated all tariffs and quotas governing bilateral agricultural trade during a 14-year
transition period that lasted from January 1, 1994 to January 1, 2008.! Prior to NAFTA, this trade
was subject to import tariffs that averaged about 5.7 percent on a trade-weighted basis (Burfisher
et al., 1992),2 and bilateral agricultural trade faced many formidable barriers. For instance,
Mexico required import licenses for a subset of commodities (including corn, wheat, barley, and
dry beans) accounting for about one-quarter of the value of U.S. agricultural exports to Mexico
(Link and Zahniser, 1999), while the United States maintained higher seasonal import tariffs on
Mexican fruit and vegetables during the parts of the year when they competed with U.S. produce
in the marketplace.

As the United States and Mexico liberalized their bilateral trade, they continued to cooperate on
sanitary, phytosanitary, and other regulatory issues affecting the agricultural sector. For example,
new phytosanitary protocols enabled the export of Mexican avocados to the United States, while a
coordinated campaign by all three NAFTA governments established a harmonized approach to miti-
gating the risks associated with bovine spongiform encephalopathy (BSE).? Together, this sweeping
trade liberalization and continuing regulatory cooperation provided the policy setting for a dramatic
increase in U.S.-Mexico agricultural trade. Between 1993 and 2015, U.S. agricultural exports to
Mexico grew from $3.6 billion to $17.7 billion, while Mexican agricultural exports to the United
States increased from $2.7 billion to $21.0 billion (fig. 1). When adjusted for inflation, this growth
in bilateral agricultural trade amounts to increases of 222 percent (U.S. exports) and 408 percent
(Mexican exports).*

With full implementation of NAFTA's trade liberalizing provisions, Mexico and the United States must
look to means other than tariff and quota elimination if they are to foster further growth in bilateral
agricultural trade. Improving border infrastructure is one approach to this challenge but often requires
a substantial investment of time and money, as two examples of U.S. border facilities illustrate. First,
renovation and expansion of the Mariposa Land Port of Entry in Nogales, Arizona began with the

ICanada, the other NAFTA member, also participated in intraregional trade liberalization. While NAFTA eliminated
all tariffs and quotas on U.S-Mexico agricultural trade, it exempted some aspects of U.S.-Canada and Mexico-Canada
agricultural trade from such policy changes. Most of these exceptions concern the dairy, poultry, and egg product sec-
tors, in which Canada maintains strict import controls as part of its supply-management policies. NAFTA also allows
its member countries to continue applying national laws concerning antidumping and countervailing duty measures,
and agreements to suspend specific trade-remedy cases have led to the imposition of new trade restrictions, including
minimum prices for U.S. fresh tomato imports from Mexico and minimum prices and quantitative ceilings for U.S. sugar
imports from Mexico.

2The estimate of 5.7 percent applies to both U.S. agricultural exports to Mexico and Mexican agricultural exports to
the United States and was calculated using tariff data for 1991 and trade weights for 1989.

3BSE, sometimes referred to as “mad cow disease,” is a chronic degenerative disease affecting the central nervous sys-
tem of cattle. The disease belongs to the group of transmissible spongiform encephalopathies, which also includes scrapie
in sheep and goats and chronic wasting disease in elk and deer (USDA/APHIS, 2013).

“Tmplicit price deflators for U.S. gross domestic product (GDP) from U.S. Department of Commerce, Bureau of Eco-
nomic Analysis (2016) were used to adjust the nominal trade values.
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Figure 1
Trade liberalization and regulatory cooperation have facilitated growth in
U.S.-Mexico agricultural trade beyond the NAFTA period
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Source: U.S. Department of Commerce, Census Bureau, Foreign Trade Statistics, as cited by USDA/FAS (2016).

issuance of a Presidential permit to reconfigure the facility in 2005; the actual construction of the
project lasted more than 5 years (2009-14) and cost $250 million (Prendergast, 2014a).

Second, the new Otay Mesa East Port of Entry is under construction between Tijuana, Baja
California, and San Diego, California. A feasibility study for this project was conducted in 2008,
construction on the highway leading to the port from the San Diego side began in 2013, and the
project’s current target completion date is 2017 or 2018, with an estimated price tag of $500 million
to $700 million (San Diego Association of Governments, 2015a, 2015b). In Mexico, the Federal
Government has devised a regulatory framework (published in the Diario Oficial de la Federacion
on April 16, 2015) through which the private sector invests in the inspection infrastructure necessary
for enhancing trade flows at entry points that typically suffer bottlenecks (SAGARPA, 2015). The
Mexican Government is also working with rail companies to improve current facilities in order to
accelerate trade flows and facilitate opportunities for intermodal shipments.

Another way to foster further growth in U.S.-Mexico agricultural trade is to modify border proce-
dures in ways that make that trade more agile, allowing products to cross the border more quickly
and easily. Portugal-Perez and Wilson (2010) distinguish between “hard” infrastructure (ports,
airports, roads, rail infrastructure, and information/communications technology) and “soft” infra-
structure (export and import procedures, customs management, regulations, and transparency).
Improvements to border processes and procedures can lower transaction costs, shorten transit time
from origin to destination, and increase compliance with the various rules, regulations, and require-
ments that govern bilateral agricultural trade. Focusing on border processes and procedures can
enhance the functioning of existing and future border infrastructure and cost far less than a large
infrastructural project.
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Trade facilitation has been one focus of trade negotiations at the multilateral, regional, and bilat-

eral levels.” In December 2013, the member countries of the World Trade Organization (WTO)
concluded negotiations on a Trade Facilitation Agreement that “contains provisions for expediting
the movement, release and clearance of goods, including goods in transit...[;] sets out measures

for effective cooperation between customs and other appropriate authorities on trade facilitation

and customs compliance issues...[; and] contains provisions for technical assistance and capacity
building in this area” (WTO, 2016b). This agreement will take effect once approved by two-thirds of
the WTO members.® Most regional and bilateral trade agreements (including NAFTA) also contain
trade-facilitating provisions, even if those provisions are not explicitly cast within the framework of
trade facilitation (WTO, 2015).

While a comprehensive evaluation of activities that facilitate agricultural trade between the
United States and Mexico has not been undertaken, Novy (2013) finds that falling trade costs are
a key factor behind the long-term growth in U.S.-Mexico trade: the tariff equivalent of the trade
costs affecting bilateral trade (agricultural and nonagricultural) dropped from 96 percent in 1970
to 33 percent in 2000, and this reduction accounts for an estimated 57 percent of the growth in
bilateral trade over this period. The WTO (2015) emphasizes that protracted export schedules and
uncertain delivery times can be significant obstacles to trade in perishable agricultural goods. In
a study of U.S. imports and the tradeoffs between air and ocean freight, Hummels and Schaur
(2012) estimate that each day in transit amounts to the shipment being subject to an ad valorem
tariff of 0.6 to 2.3 percent.”

What opportunities exist to make U.S.-Mexico agricultural trade more agile? To answer this ques-
tion, this study solicited the views of people from the private sector, government, and academia in
Mexico and the United States who are knowledgeable about bilateral agricultural trade. Those inter-
viewed include persons who work for exporters, importers, customs brokerages, and industry asso-
ciations and thus have direct experience with border processes and procedures.

SEconomists sometimes use the word “trade facilitation” to encompass the “simplification, modernization, and har-
monization of export and import processes” (WTO, 2015). The 2015 World Trade Report compares several definitions of
trade facilitation used by researchers and international organizations.

6Saudi Arabia is the 89th and most recent country to ratify the agreement (WTO, 2016a). Both Mexico and the United
States have also ratified the agreement. Currently, the WTO has 162 members, so two-thirds corresponds to 108 members.

"This estimate is not reflective of U.S.-Mexico trade, however, where trucking and rail are the predominant modes of
transportation.

3
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Research Approach

The research team consisted of specialists in U.S.-Mexico agricultural trade and sanitary, phytosani-
tary, and food safety measures from three entities in the U.S. and Mexican Governments:

¢ USDA’s Economic Research Service (ERS);

* SAGARPA’s (Secretariat of Agriculture, Livestock, Rural Development, Fisheries and Food)
National Service of Agri-Alimentary Health, Safety, and Quality (SENASICA—Servicio
Nacional de Sanidad, Inocuidad, y Calidad Agroalimentaria); and

¢ SAGARPA’s General Coordination of International Affairs (CGAI—Coordinacion General de
Asuntos Internacionales).

To solicit ideas for making bilateral agricultural trade more agile, the research team conducted about
80 interviews—the vast majority of which were conducted jointly by at least 1 Mexican member and
1 U.S. member of the research team (see box, “Whom Did We Interview?”).

The interviews focused on three main topics: (1) processes and procedures governing cross-border
agricultural shipments, (2) development and harmonization of homologous (similar) operational
systems by the U.S. and Mexican Governments, and (3) intergovernmental cooperation. Soliciting
stakeholder opinions regarding specific border procedures was crucial to understanding how such
measures could be improved. Respondents were asked to identify any cross-border processes that
cause bottlenecks due to limited inspection capacity, are redundant, or have little value, meaning,
or significance. Given the importance of trucking costs to bilateral agricultural trade, transportation

Whom Did We Interview?

This report is primarily based on a series of informal, voluntary conversations with experts from
the private sector, government, and academia in Mexico and the United States who are knowl-
edgeable about the border processes and procedures affecting U.S.-Mexico agricultural trade.
We spoke with exporters, importers, customs brokers, freight forwarders, representatives of trade
organizations and industry associations, consultants, current and former government officials,
current and former government employees, and university-based researchers.

No economic data such as annual receipts or number of employees were collected that would
enable us to classify private firms as small, medium, or large. Firms engaged in bilateral agricul-
tural trade are of various sizes; for instance, the customs brokers interviewed appeared to have
fewer employees than the exporters and importers. Mid-level managers were most common in
the public-sector interviews, although these interviews also included agricultural inspectors and
high-level officials.

The interview participants were identified using the research team’s professional contacts,
including people interviewed previously (a method known as “snowball sampling’). This
sampling technique is unlikely to have generated a representative sample, but it suffices given
the exploratory nature of the research, the complexity of the topic, and the lack of data needed to
construct a probability-based sampling frame.
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issues were discussed in some interviews, even though USDA and SAGARPA have few regulatory
responsibilities in this area.?

The development and harmonization of homologous operational systems by the U.S. and Mexican
Governments would help minimize differences between the two countries’ systems for border secu-
rity, inspection, and regulation and greatly simplify the processes for shipping agricultural products
across the border. Two such operational systems are (1) Single Window Environments and (2) risk-
based inspection systems.

Intergovernmental coordination plays a prominent role in the maintenance and strengthening of
the agricultural trading relationship between Mexico and the United States. During the interviews,
stakeholders provided assessments of “best practices” for cooperation and coordination between
governments and cited needs for infrastructural improvements.

In order to conduct interviews in person and to gain first-hand knowledge of the U.S.-Mexico border,
the research team studied three border regions:

* Nogales, Arizona, and Nogales, Sonora (July 21-23, 2014);
* Laredo, Texas, and Nuevo Laredo, Tamaulipas (August 11-13, 2014); and

» San Diego (Otay Mesa), California, and Tijuana, Baja California (August 22, 25-26, 2014).

Additional interviews were conducted in other U.S. and Mexican cities—including Mexico City;
Washington, DC; Celaya, Guanajuato; El, Paso, Texas; Las Cruces, New Mexico; Querétaro,
Querétaro; and Weslaco, Texas—as well as by telephone.

The three regions were selected because of their geographic diversity and their importance to U.S.-
Mexico agricultural trade. The two Laredos (Nuevo Laredo, Tamaulipas, and Laredo, Texas) are
the leading points of entry and exit for U.S.-Mexico agricultural trade (table 1). The Nogales region
is the fifth leading Customs District for U.S. agricultural exports to Mexico and the second leading
district for Mexican agricultural exports to the United States. During the winter and spring, Nogales
is the leading district for Mexican fruit and vegetable exports to the United States. The Tijuana/

San Diego region is the fourth leading district for U.S. agricultural exports to Mexico and the third
leading district for Mexican agricultural exports to the United States, much of which consists of fruit
and vegetables. Together, the ports in these three Customs Districts were the point of entry for 87
percent of Mexican agricultural exports to the United States and the point of exit for 69 percent of
U.S. agricultural exports to Mexico during 2012-14.

Efforts to facilitate U.S.-Mexico agricultural trade are complicated by three prominent factors. First,
agricultural trade is a small fish in the sea of U.S.-Mexico trade in goods. In 2015, agricultural prod-
ucts accounted for just 7 percent of both U.S. exports to Mexico and Mexican exports to the United
States (fig. 2). As a result, many people familiar with bilateral trade in nonagricultural products
who might assist with efforts to make trade in agricultural products more agile have only a limited
understanding of agricultural trade.

8n the United States, regulation of the trucking industry is generally the responsibility of the U.S. Department of
Transportation and similar entities at the State level, while in Mexico, it is generally the responsibility of the Secretariat
of Communications and Transport (Secretaria de Comunicaciones y Transporte) and similar State-level entities.
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Table 1
U.S.-Mexico agricultural trade by U.S. Customs District: Annual averages, 2013-15

Imports
Exports to from
Rank | U.S. Customs District Mexico Share Rank | U.S. Customs District Mexico Share
Millions of Millions of
dollars Percent dollars Percent
Total, all Customs Districts 18,393 100 Total, all Customs Districts 19,315 100
1 LAREDO, TEX. 10,831 59 1 LAREDO, TEX. 10,469 54
2 EL PASO, TEX. 2,491 14 2 NOGALES, ARIZ. 3,606 19
3 NEW ORLEANS, LA. 1,857 10 3 SAN DIEGO, CALIF. 2,675 14
4 SAN DIEGO, CALIF. 1,596 9 4 EL PASO, TEX. 1,337 7
5 NOGALES, ARIZ. 1,035 6 5 DETROIT, MICH. 122 1
Other Districts 582 3 Other Districts 1,107 6

Source: U.S. Department of Commerce, Census Bureau, Foreign Trade Statistics, as cited by USDA/Foreign Agricultural Service (2016).

Figure 2
Agricultural products account for a small share of U.S.-Mexico trade in goods

Total U.S. exports of goods Total Mexican exports of goods
to Mexico in 2015: $236 billion to the United States in 2015: $236 billion
U.S. agricultural Mexican agricultural
exports to Mexico exports to the U.S.
7% 7%

U.S. nonagricultural
exports to Mexico
93%

Mexican
nonagricultural

exports to the U.S.

93%

Sources: U.S. Department of Commerce, Census Bureau, Foreign Trade Statistics, as cited by USDA/Foreign
Agricultural Service (2016) (agricultural trade); and U.S. Department of Commerce, Census Bureau (2016) (total trade).
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Second, many governmental entities outside of USDA and SAGARPA are involved in the regula-
tion of bilateral agricultural trade. In the United States, key agencies include the U.S. Customs

and Border Protection (CBP) of the Department of Homeland Security (DHS) and the U.S. Food
and Drug Administration (FDA); in Mexico, they include the Tax Administration Service (SAT—
Servicio de Administracién Tributaria) of the Secretariat of Treasury and Public Debt (SHCP—
Secretaria de Hacienda y Crédito Publico), and the Federal Commission for the Protection Against
Sanitary Risks (COFEPRIS—Comision Federal para la Proteccién Contra Riesgos Sanitarios) of
the Secretariat of Health (Secretaria de Salud). Given the span of authorities regulating bilateral
agricultural trade, there is a need to think holistically about the obstacles impeding this trade and the
opportunities to mitigate them.

Third, if border procedures were modified in ways that made bilateral agricultural trade more
agile, this might reduce demand for the services provided by firms that specialize in border logis-
tics. As a result, some service providers may be indifferent to making trade more agile. A number
of interview participants did not point to any border processes or procedures as being duplicative,
ineffective due to limited inspection capability, or of little value. The large and growing volumes
of bilateral agricultural trade indicate that many trade participants have largely mastered these
processes and procedures.
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Issues Affecting Bilateral Agricultural Trade

Consistency in Standard Inspection Procedures

Interview participants all along the U.S.-Mexico border identified consistency in the implementa-
tion of standard inspection procedures—both across ports (i.e., inspections in one port of entry are
performed in the same fashion as in other ports) and across time (inspections in a given port are
conducted in the same fashion at any point in time)—as a key concern. Consistency across ports
discourages the practice of “port shopping,” in which shippers or customs brokers strategically
choose a particular port based on the relative ease of passing inspection, even though another port
might be more efficient in terms of transit time or transportation costs. Consistency across time
ensures that a good imported in accordance with the defined requirements is admitted regardless of
when the product is inspected. From a regulatory standpoint, however, effective risk abatement may
dictate more rigorous inspections at particular times and/or places, such as when an outbreak of a
foodborne illness is associated with a commodity from a specific growing area.’

Both the Mexican and U.S. Governments—sometimes in conjunction with the private sector—foster
consistency in inspection procedures. Activities cited in interviews include training seminars for
inspectors on quarantine inspection procedures, seminars focusing on particular products, exercises
in which officials from different agencies and governments are challenged to address a simulated
crisis, and the direct supervision of inspectors by agency officials. The mention of these activities
suggests a possible gap between the actual level of inspection inconsistency and the level perceived
by some private-sector traders.

The public and private sectors also work together to foster a better understanding within industry

of the regulatory requirements governing bilateral agricultural trade. Since 2008, SENASICA has
organized at least one public hearing each year in which private-sector entities, representatives in
Mexico of the regulatory agencies of foreign governments,!? service suppliers, and the general public
share concerns and ideas for improvement. Also, the industry associations COMECARNE (Consejo
Mexicano de la Carne—Mexican Meat Council) and UNA (Unién Nacional de Avicultores—
National Union of Poultry Producers) sponsor workshops for customs brokers about the require-
ments for U.S. meat exports to Mexico and how to comply with those requirements.!! Similarly,
Mexico’s Secretariat of Economy, SAGARPA, and the FDA’s Latin America Regional Office held
four workshops on the FDA Food Safety Modernization Act (FSMA) in 2013, each in a different
part of Mexico, and the FDA’s regional office conducted outreach activities on two proposed FSMA
rules: the Produce Rule and the Preventive Controls for Food for Humans (U.S.-Mexico High Level
Regulatory Coordination Council, 2013).

9Interview participants offered several past examples, involving such commodities as Asian vegetables destined for
the United States and cattle hides destined for Mexico, to illustrate the importance of consistency. Because most of these
examples described short-term challenges that were eventually resolved, we focus on the general concept rather than the
details of specific cases.

10Representatives of USDA Animal and Plant Health Inspection Service and USDA Foreign Agricultural Service at-
tended the hearings held on September 29, 2015, for example. Press releases from SAGARPA, Coordinacién General de
Comunicacién Social (2015, 2014) report respectively on the hearings held in October 2015 and November 2014.

Presentations from the workshops held in the summer of 2014 are available on the COMECARNE website at http://
Wwww.comecarne.org/presentaciones/.
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In terms of the private sector’s ability to provide candid feedback to government agencies, responses
were varied. One interview participant indicated that issues are communicated to the government

as they arise—noting that the era of “don’t bite the hand that feeds you” is long gone. Another
expressed some reluctance to provide such feedback so as not to sour the working relationship with
specific officials.

Single Window Environments

A Single Window Environment is a system that “allows parties involved in trade and transport to
lodge standardized information, mainly electronic, with a single entry point to fulfill all import,
export and transit related regulatory requirements” (World Customs Organization, 2015). Many
countries throughout the world, including Mexico and the United States, have launched Single
Window initiatives.!?

The Mexican Digital Window for Foreign Trade (VDMCE—Ventanilla Digital Mexicana de
Comercio Exterior), or Ventanilla Unica for short, has been operational since July 2012, when

its use became mandatory and the system was implemented in all Offices of Agricultural Health
Inspection. Indeed, Ventanilla Unica provides a single system for all of Mexico’s Federal agencies
that oversee international trade. By contrast, USDA’s regulatory agencies currently have separate
systems. Mexico’s Single Window system continues to be refined, and a planned second stage would
add enhancements like electronic phytosanitary and zoosanitary certificates (E-certs) and risk-based
inspection modules. The success of these enhancements will depend on reciprocal implementation
of corresponding initiatives in the United States.

The U.S. Single Window Environment, known as the Automated Commercial Environment (ACE),
is scheduled to become fully operational by the end of 2016 (fig. 3). Mandatory use of ACE for the
filing of all electronic manifests began on May 1, 2015, and the transition period toward mandatory
use of ACE for all electronic entry and related entry summary filings began on November 1, 2015,
with the transition scheduled to end in the summer of 2016. Mandatory use of ACE for all remaining
electronic portions of the CBP cargo process is scheduled to begin on October 1, 2016 (USDHS/
CBP, 2016b).

Interview participants expressed strong interest in the implementation and refinement of the two
single window systems, as the interoperability of VDMCE and ACE would permit the direct
access of electronic certificates issued by the two Governments from either system. In July 2015,
SAGARPA and USDA signed a letter of intent to cooperate on the electronic exchange of phytos-
anitary and zoosanitary certificates in order to (1) harmonize the criteria for certifying agricultural
products destined for international trade, (2) eliminate the need for the importer or exporter to
present the original document, and (3) safeguard plant/animal health and food safety (SAGARPA/
SENASICA, 2015). Only phytosanitary E-certs will be exchanged until the United States develops
the capacity to exchange zoosanitary E-certs as well.

Mexico’s early experiences with Ventanilla Unica illustrate the potential opportunities and chal-
lenges that ACE will bring. International trade involves a great deal of administrative work, as
well as compliance with the numerous requirements of the public and private sectors. In Mexico, a
typical transaction in international trade involves about 30 different actors, including government
agencies, exporters, importers, providers of transportation services, and customs brokers. These

12See Gobierno de la Repiiblica (2016) and USDHS/CBP (2016d) for more information about these initiatives.
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Figure 3
How the Automated Commercial Environment (ACE) and Its Document Image System
(DIS) Work

Released Document Request
Filer submits entry ACE reviews If documents are
or entry summary submission and needed, flier
to CBP. holds, releases, or responds by
rejects. sending requested

documents via DIS.

Released
— T - @

ACE reviews and CBP and/or Partner Transactions are
provides a system Government Agency accepted and release
response. (PGA) personnel review messages sent

submissions and take
appropriate action.

CBP = Customs and Border Protection. Source: Adapted from USDHS/CBP (2016a).

actors are responsible for reviewing the required documents that must accompany each shipment.
For commodities regulated by SAGARPA, there are three main documents: the invoice (for fiscal
purposes), the sanitary or phytosanitary (SPS) certificate, and sometimes an attachment confirming
quarantine treatment. For live animal trade, additional documents are required.

The Mexican Government established Ventanilla Unica to enable all the information required for
a transaction in international trade to be entered just once at a single point on the Internet (fig. 4),
with the ultimate aim of lowering transaction costs and boosting the competitiveness of Mexican
exporters. The system is coordinated by the Tax Administration Service (SAT), which works with
relevant authorities and government agencies (including nine cabinet-level Secretariats) to obtain
information relevant to their procedures.

Ventanilla Unica was developed through the gradual release of procedures and documents, system-
atically simplifying the operations required of its users. Ventanilla Unica’s users believe that there
are still opportunities for improvement. For example, several customs brokers identified the need to
develop a system that permits both the printing of electronic certificates and the correction of errors
in those certificates, either at or near the border. Occasionally, the system goes offline during regular
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Figure 4

Overview of Ventanilla Unica’s Operation
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Source: Adapted from Gobierno de la Republica (2016).

business hours, as occurred during one of our interviews. Still, only 3 percent of transactions are
managed under contingency plans.

Administrative Organization and the Electronic Exchange
of Information

Single Window Environments can serve as platforms for streamlining regulatory requirements
and reducing administrative burdens in agricultural trade. Otherwise, similar information must
be submitted several times on different forms. For example, the NAFTA Certificate of Origin
(used to demonstrate that a product satisfies NAFTA’s rules of origin and is entitled to duty-free
status), USDA’s Food Safety and Inspection Service’s (FSIS) Meat and Poultry Export Certificate
of Wholesomeness, and the FSIS Letterhead Certificate for specific meat and poultry products all
indicate or confirm the geographic origin of U.S. meat exports to Mexico. With a Single Window
system, data for a particular field can be entered just once and the system will populate those data
into duplicate fields in all relevant forms within the system. Converting from paper to electronic
documents can reduce the amount of paperwork required. For instance, while the new electronic
phytosanitary certificates issued by USDA’s Animal and Plant Health Inspection Service (APHIS)
still need to be printed, the certificates are only one page, versus the four-page forms used prior.

U.S. cheese exports to Mexico exemplify the opportunities for administrative streamlining. Currently,
such exports must comply with U.S. grading standards administered by USDA’s Agricultural
Marketing Service (AMS), and shipments must be accompanied by a number of forms, including:
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* NAFTA Certificate of Origin;

» Export Certificate for Animal Products (APHIS Form VS-16-4), which certifies that rinderpest,
foot-and-mouth disease, classical swine fever, swine vesicular disease, African swine fever, and
contagious bovine pleuropneumonia do not exist in the United States and contains room for addi-
tional declarations;!3

* Certificate of Free Sale, which indicates that the particular product(s) is marketed in the United
States or eligible for export, and that the particular manufacturer has no unresolved enforce-
ment actions pending before or taken by FDA. These certificates may be issued by FDA-CFSAN
[Center for Food Safety and Applied Nutrition] or by a State governmental authority (USHHS/
FDA, 2014a);

e COFEPRIS Prior Sanitary Permit for the Importation of Products (Permiso Sanitario Previo de
Importacién de Productos);

* COFEPRIS Physiochemical Certificate of Analysis; and
* COFEPRIS Microbiological Certificate of Analysis.

One interview respondent—a cheese exporter from California—offered several suggestions for
streamlining these requirements:

» The Export Certificate for Animal Products could be transitioned from paper to an electronic
form that would be issued, processed, and verified via an email to the importer, with a confirma-
tion copy sent to the manufacturer. This would reduce typographical errors, delivery delays, and
printing and courier costs, and original signed certificates would no longer need to be presented
at the Mexican port of entry.

* Ventanilla Unica’s requirement that individual front and back images of documents with expira-
tion dates be submitted could be removed, since import permits, NAFTA Certificates of Origin,
Certificates of Free Sale, Certificates of Analysis, and pictures of product are already posted on
the system.

* The period of validity for selected permits and certificates could be extended so as to reduce the
flow of repetitive paperwork. For instance, the period of validity for FDA’s Certificate of Free
Sale and COFEPRIS’s Prior Sanitary Permit for the Importation of Products could be extended
from 90 days to 1 year.

* COFEPRIS’s Physiochemical Certificate of Analysis and Microbiological Certificate of Analysis
could be combined to form a single, simplified certificate. Currently, both certificates are required
for each stock keeping unit (SKU) of cheese imported into Mexico—a requirement that leads
some importers to buy fewer different SKUs of cheese than they would otherwise.!*

3For an example of this form, see: http://www.aphis.usda.gov/regulations/vs/iregs/products/downloads/VS %20
16-4%20with%20diag%20line %20pg%20two2.pdf.

14An SKU is “a store’s or catalog’s product and service identification code, often portrayed as a machine-readable bar
code that helps the item to be tracked for inventory” (Investopedia, 2015).
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Similar issues may apply to live cattle trade. An APHIS veterinarian recounted the paperwork
required to move cattle from Mexico to the United States—using a shipment of 18 steers coming
from the State of Chihuahua to the Port of Entry at Santa Teresa, New Mexico, as an example.
Once the producer is ready to send off his/her animals (typically younger castrated steers/spayed
heifers), official paperwork from SAGARPA is required. These documents can be filled out elec-
tronically. However, there are spaces where original signatures are necessary. The hard copy
paperwork shows where the animals are from, their health, tests that were conducted, and other
relevant information from the producer (identification numbers, ear tag information, etc.). Other
forms certify that the animals:

1. Have had a tuberculosis test,

2. Are free of ticks,

3. Are properly castrated,

4. Have proper ear tag for exportation,

5. Are certified as not being Holstein Friesian pure breed (or a cross breed), and
6. Will be loaded into a clean and disinfected car/truck for transportation.

Once SAGARPA certifies the documents, the animals are taken to a USDA inspection facility
where USDA forms are filled out by APHIS veterinarians. Original signatures for the “Application
for Inspection and Dipping” and “Declaration of Importation” are required; in addition, the APHIS
veterinarian certifies that there is an “M” brand on the hip of the animal and the date when the
animal was dipped in a chemical solution. Altogether, for this 1 group of 18 steers imported from
Mexico into the United States, the accompanying paperwork totaled more than 15 pages.

Incomplete or Inaccurate Paperwork

One recurring challenge cited by interview participants was the preparation of accurate and
complete documentation for submission to regulatory authorities. For instance, FAS’s Agricultural
Trade Office in Monterrey, Nuevo Ledn, estimates that 95 percent of the requests for assistance that
they receive from U.S. agricultural exporters are related to submitting inaccurate documentation. In
general, interview participants blamed this challenge on the complexity of regulatory requirements
but did not question the legitimacy of agricultural inspections.

Mexican inspectors routinely match lot numbers and similar identifiers (date of slaughter, date of
processing, plant number, and authorization to export) of U.S. animal product exports with the corre-
sponding information on filed documentation. Interestingly, the seemingly simple task of listing the
correct identifying information in the documentation is often inadequately completed.

These failures in documentation likely result from incorrectly reading and entering long character
strings into the required documents. These errors might be mitigated by using character strings in
which specific parts of the string serve as a double check on the validity of the entire string and by
avoiding the use of characters that resemble each other (for instance, using the number “1” or the
letter “T” but not both in a given identification system). Similarly, the use of search engines might
locate near-matches between actual identifiers and the identifiers listed in the erroneous documenta-
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tion. A few bilateral trade participants still submit documentation that is typewritten (or even hand-
written), precluding the use of computer technology to identify errors in data entry.

A Comprehensive Risk-Based Inspection System

Further adoption of science-based inspection regimes that target sanitary and phytosanitary risks
would make agricultural trade more agile. In a risk-based inspection system, the allocation of resources
to specific inspection activities, including the type and frequency of inspections, is guided by an assess-
ment of the likelihood and severity of the risks associated with the products subject to inspection.

The National Agriculture Release Program (NARP), created by APHIS and jointly operated by
APHIS and CBP, “provides a methodology for evaluating high-volume agricultural imports that are
low risk for the introduction of plant pests and plant diseases into the United States” and is used to
facilitate the entry of such imports from Mexico and other countries (USDHS/CBP, 2014a). Under
the NARP, commercial shipments of NARP-approved commodities may be inspected less frequently
under certain conditions. Currently, NARP only applies to commercial shipments of specific fruit
and vegetables (fresh, frozen, processed, or semi-processed) from certain countries.

Mexico’s Trusted User (UCON—Usuario Confiable) program allows approved meat importers

to have their purchases inspected less often. Participants are required to have the imported meat
product inspected in the destination plant by an Official Veterinary Doctor or Authorized Third
Specialist, and the destination plant must be a TIF (Tipo Inspeccién Federal—Federal Inspection
Type) establishment. TIF plants are slaughtering/processing plants certified by the Mexican
Government as having the highest sanitary standards and most advanced technological processing
levels in the country. UCON shipments must be tracked with a tag at all times.

If the UCON program were matched with a companion program for trusted U.S. meat exporters,
inspections for specific conduits of U.S. meat exports to Mexico could be defined. Recognized rela-
tionships between trusted exporters and importers could allow for the institution of trade-facilitating
sanitary protocols that currently apply only to domestic meat shipments. For instance, USDA/FSIS
(2015¢) currently excludes a U.S. establishment from its Salmonella verification-testing program
schedule when “that establishment processes all its products into ready-to-eat (RTE) product or
diverts all of its raw products ... to another federally inspected establishment for further processing
into a RTE product.” The rationale for this exclusion is that the heat of cooking during processing

is expected to kill any Salmonella in the product. This provision does not apply to shipments of raw
products to other countries.

SENASICA is working on a new, risk-based operational system called the Integral System of the
Inspection Service (SISI—Sistema Integral del Servicio de Inspeccién). SISI is an informatics
system that uses scientific, statistical, legal, and technical information to determine the rate of
inspection for a specific commodity, given different risk variables (SAGARPA/SENASICA, 2013b).
SISI will be applied to all products (vegetable, animal, aquacultural, and fishing) regulated by
SENASICA, including both domestically produced and imported products, at the firm and product
level. SISI will allow for the selection of shipments subject to inspection by identifying low-risk
goods and facilitating their entry into Mexico, including some merchandise that is considered to
be of low risk that can be inspected at its destination. Implementation of SISI could allow for the
reallocation of Mexico’s inspection resources to other activities, such as the inspection of higher
risk commodities. SISI is broadly similar to several risk-based inspection systems of the U.S.
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Government—including the Predictive Risk-based Evaluation for Dynamic Import Compliance
Targeting (PREDICT) operated by the FDA, and the computer system used by FSIS to guide the
sampling and re-inspection of imported meat, poultry, and egg products.

PREDICT is FDA’s system “to assist entry reviewers in targeting higher-risk shipments for examina-
tion” and to expedite “the clearance of lower-risk cargo, but only if accurate and complete data are
provided by importers and entry filers” (USHHS/FDA, 2014b). PREDICT prepares a customized
risk score for each import product (referred to as an “entry line””), using automated data mining and
pattern discovery, “based on numerical weights assigned to inherent risk rules, data anomaly rules,
data quality rules, and the compliance history of firms (ex. manufacturer, shipper, and consignee)
and product associated with the line” (USHHS/FDA/DIOP, 2012). These risk scores make it possible
for more entry lines to proceed automatically and provide FDA’s entry reviewers with more informa-
tion for deciding whether to enlist an FDA inspector for further examination (USHHS/FDA, 2014c;
USHHS/FDA/DIOP, 2012).

The accuracy of PREDICT’s risk scoring depends on the quality of information provided by
importers and entry filers, a point that was emphasized during several field interviews. FDA indi-
cates that shippers often submit incomplete or inaccurate data, which delays the entry of imported
goods and diverts FDA resources. Improving the data quality of imports would lead to faster, more
consistent, and better informed admissibility decisions. Likely benefits include:

* Faster and more consistent reviews, including fewer stops of low-risk items with data quality issues;

* A larger proportion of shipments that receive a “May Proceed Notice” from FDA, resulting in
faster entries and deliveries;

* The reallocation of FDA resources that are currently devoted to fixing issues concerning the
quality of industry data;

* More appropriate and consistent safety reviews, which would ultimately lead to safer commerce.

FDA personnel indicated in interviews their willingness to help people in the private sector under-
stand how PREDICT works and learn how to provide information that leads to more accurate
scoring—for instance, precisely identifying separate entry lines for closely related products with
different risk profiles. FDA personnel also emphasized that the submission of complete and accurate
information during the entry process is important to investigating outbreaks of foodborne illness,
should such outbreaks subsequently occur.

FDA screens 100 percent of import entry lines through PREDICT and selects imports for manual
review and physical inspection in a risk-based manner. Selection of imports for manual review and
physical inspection can happen for a variety of reasons, including the PREDICT risk score, the

need for sufficient background random sampling, and for-cause assignments. A certain number of
inspections are guided by the FDA’s workplan and the necessity for sufficient background random
sampling. Random sampling is necessary to evaluate the effectiveness of the PREDICT system and
is a necessity for responsible surveillance. By comparison, SENASICA inspects samples drawn from
each shipment of the merchandise that it regulates. No inspections are made to cover a quota, since
the selection of samples within shipments is made on the basis of a risk analysis.
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Pre-clearance, pre-inspection, and joint inspection facilities

Pre-clearance, pre-inspection, and joint inspection facilities are important elements in the design of
some agricultural inspections along the U.S.-Mexico border. The terms “pre-clearance” and “pre-
inspection” are sometimes used interchangeably (with or without a hyphen), but the terms have
distinct meanings to certain government agencies, and the term “pre-clearance” can have different
meanings across government agencies. For Customs and Border Protection (CBP), pre-inspection
refers to an official U.S. inspection of a shipment in a foreign country prior to the shipment’s arrival
at the U.S. port of entry, while pre-clearance refers to a traveler who is granted permission to enter
the United States after the person and his or her baggage undergo immigration, customs, and agri-
culture inspection on foreign soil and are not subject to further processing or security screening
upon arrival (USDHS/CBP, 2014).15 Thus, for CBP, pre-inspection of a shipment does not mean
that the shipment has been cleared to enter the United States; that clearance is obtained later in the
border-crossing process. For APHIS, pre-clearance refers to inspections of agricultural commodities
that are conducted “in foreign countries under the direct supervision of qualified APHIS personnel
in accordance with phytosanitary measures specified by the Agency” (USDA/APHIS, 2015b). In this
report, we describe each agency’s activities using its own terminology.

Pre-clearance and pre-inspection allow certain agricultural products to undergo inspections (and
pest-prevention treatments, if necessary) in their country of origin and then be imported under a
fast-track process. This approach can benefit agricultural trade in several ways. First, pre-inspection
facilitates the sale, donation, or disposal of rejected product, since such product has not yet crossed
the international border. Second, it expedites the actual crossing of the international border, which
could broaden the market for agricultural products in general and perishable commodities in partic-
ular. Third, it locates some treatment and inspection activities away from the port of entry, thereby
alleviating border congestion (Wilson, 2015).

Pre-inspection is used regularly for U.S. produce exports to Mexico. During the field visits to
Nogales, Arizona, and Otay Mesa, California, we visited several private-sector facilities operating
under concessions from the Mexican Government where SENASICA personnel pre-inspect U.S.
fruit and vegetables bound for Mexico.!® Similar arrangements for Mexican produce are currently
limited to a pre-inspection program authorized by USDA/APHIS (2014) for irradiated mangoes
from Mexico. APHIS also operates pre-clearance programs for certain commodities imported from
countries other than Mexico, such as grapes from Chile.

The Arizona Department of Agriculture (ADA) inspects fruit and vegetables imported into Arizona
on behalf of USDA's Agricultural Marketing Service in support of U.S. marketing orders. In the past,
many of these inspections took place at pre-inspection facilities operated by private-sector conces-
sions in Nogales, Sonora. In 2010, however, these activities were moved to the U.S. side of the border
due to security concerns in Mexico (Marizco, 2010; Wilkinson, 2010), a move generally lamented
by the Nogales produce industry over the loss in efficiency.!”

I5CBP pre-clears international airline passengers at certain airports in Canada, the Bahamas, Bermuda, Aruba, Ire-
land, and the United Arab Emirates (USDHS/CBP, 2015b).

16See Woodhouse (2015) for a more detailed description of Mexican pre-clearance activities in Nogales, Arizona.

7Calvin and Barrios (1998: 32-33) provide a more detailed description of how the inspections on behalf of APHIS
once worked.
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The United States and Mexico have established a joint pre-inspection facility in Mesa de Otay,
Tijuana, Baja California, for certain fresh produce imports from Mexico. This facility, built in a
former electronics factory and adjacent to the Otay Mesa Port of Entry, is specifically designed for
the expeditious entry of low-risk, high-volume commodities under the NARP (Dibble, 2013). A
180-day pilot operation of this facility was launched in January 2016, and the program will be evalu-
ated and a decision made as to its continuation.

Creation of a joint inspection facility can provide the impetus to build new or renovate existing border
infrastructure. The new joint facility in Mesa de Otay, for instance, features a new laboratory, a
“state-of-the art refrigerated room where produce can be stored if it is unloaded during the inspection
process,” and a “confined lane” leading to the U.S. port of entry (Dibble, 2016). Also, joint inspection
facilities are typically secured by one or more national governments and provide easy access for autho-
rized personnel. At the new facility in Mesa de Otay, “armed and uniformed CBP officers must drive
through a dedicated lane that takes them directly into the Mexican customs compound; they are not
authorized to carry their weapons in Mexico outside its perimeter” (Dibble 2016).

Pre-clearance does not occur for bilateral meat trade. Instead, the U.S. and Mexican Governments
recognize each other’s inspection processes and procedures as equivalent in outcome and effect. As
part of this approach, processors must be certified by their respective national government as being
eligible to export and may be subject to audits by the importing country’s government. Such audits
sometimes result in the temporary or permanent decertification of individual meat processing plants.

Meat imports are subject to further inspection by the importing country’s government. All meat,
poultry, and processed egg products imported into the United States must be presented for inspec-
tion by FSIS at an official import establishment once the necessary forms are filed with CBP and the
animal disease requirements of APHIS are met (USDA/FSIS, 2015b). Official import establishments
tend to be located away from the port of entry in order to relieve border congestion. In Mexico,
inspections of imported meat take place either at a port of entry with available cold storage facilities
or, for product consigned to TIF (Federal Inspection Type) plants, at the TIF plant itself. This latter
option alleviates border congestion by drawing some inspection activities inland.

Mexico’s Federal Law on Animal Health (Ley Federal de Sanidad Animal) allows inspections of
live animals to take place outside of Mexico (for quarantine issues). For any other animal or animal
byproduct (including meat products), inspections must occur within Mexican territory—either at the
point of entry into Mexico or within the border zone, or, if further processing is intended, at a TIF
plant.!® Mexico’s Federal Law on Plant Health (Ley Federal de Sanidad Vegetal) allows inspections
of imported plant products to be carried out either within or outside of Mexico.

SENASICA is evaluating the economic benefits of a program that relocates some inspections from
customs facilities at the border to facilities deeper within Mexico. This program currently covers 21
low-risk commodities from the United States and Canada, such as milk powder, skim milk powder
and other dairy products, pet food, peat moss, cream substitutes, and soybean flour. According to
preliminary estimates obtained directly from SENASICA, the average transit time is reduced by 28
percent and the total freight cost is reduced by 76 percent in the case of rail. In the case of shipments
transported to the border by land and then from the border to an interior customs station by rail, the
average total transit time increases by 2 days, but the total shipping cost is reduced by 43.5 percent.

18Mexico’s northern border zone extends 20 kilometers (about 12 miles) south of the border with the United States
(Ley Federal de Salud Animal, 2012).
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This program is scheduled to become part of SISI, and the expectation is to include other items
regulated by SAGARPA as part of SISI’s first stage.

The United States does not conduct inspections of meat imports in Mexico, and Mexico does not
conduct inspections of meat imports in the United States, thereby precluding the establishment

of pre-inspection operations for bilateral meat trade. Through the UCON program, however, the
Mexican Government allows participating importers of meat intended for further processing to have
inspections conducted at a TIF plant, again with the aim of reducing congestion at the border.

Construction of new private-sector facilities in the border zone specifically designed to serve as
inspection sites for Mexican meat imports may further discourage the consideration of pre-clearance
activities, as some of these new facilities are large and elaborate. We conducted an interview with
the owners of one such facility under construction in Nuevo Laredo, Tamaulipas. The new facility is
large enough to unload 30 trailers at once—20 refrigerated and 10 dry—and will have a dedicated
camera monitoring each shipment so that any participating entity (i.e., customs brokers, exporters,
importers, and government inspectors) can observe the inspection process over the Internet. The
construction cost of the facility is about $4 million.

Insect Identification and Laboratory Testing

Many interview participants cited the importance of conducting pest inspections and laboratory testing
of samples at a consistently high level. All U.S. import inspection activities—including some previ-
ously conducted under interagency cooperation agreements—were transferred to the U.S. Department
of Homeland Security in 2002; responsibility for inspecting agricultural imports shifted from APHIS
to CBP in 2003. At U.S. ports of entry, CBP agricultural specialists have three main responsibilities:

* Checking containers and trucks for smuggled agricultural products or packaging materials that
might contain invasive species. All conveyances—such as personally owned vehicles, railroads,
and commercial trucks—are inspected for compliance with Customs and APHIS regulations,
including those of APHIS’s Plant Protection and Quarantine (PPQ) program and Veterinary
Services (VS).1?

» Examining wooden pallets that could hide the larvae of wood-boring insects poised to attack native
trees or nursery stock and ensuring that shipments comply with International Standard for Sanitary
Measures (ISPM) No. 15, which governs wood packaging material in international trade.

* Ensuring that imported fruits and vegetables are pest-free and in compliance with APHIS regula-
tions governing the importation of fruit and vegetables (USDHS/CBP, 2015c).

Any insects intercepted by U.S. inspectors are divided into two broad categories. Reportable pests
must be reported to APHIS, while non-reportable pests are not of quarantine significance. Reportable
pests are divided further into actionable pests, which require a regulatory response by inspectors and
can lead to the shipment’s detention, and non-actionable pests. Shipments detained due to the presence
of actionable pests require one of three actions: (1) treatment (for instance, fumigation with methyl

19In 2014, border crossings from Mexico to the United States included about 5.4 million trucks, 3.8 million loaded
truck containers, 1.5 million empty truck containers, 10,000 trains, 474,000 loaded rail containers, 436,000 empty rail
containers, 214,000 buses, and 69.6 million personal vehicles (CBP Office of Field Operations, as cited by USDOT/
RITA/BTS, 2016).
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bromide), so that the shipment may enter U.S. commerce; (2) re-export, wherein the shipment is
returned to its country of origin and might be exported to a third country; or (3) destruction.

CBP agricultural inspectors receive periodic training in insect identification. Still, inspection delays
occur when an intercepted insect is not immediately identified. In such circumstances, the insect

is presented to an APHIS/PPQ entomologist at the port of entry. If that entomologist is unable to
identify the insect, s/he will send a digital image (or even the insect itself) to entomologists at the
Smithsonian Institution in Washington, DC. This requires exacting work, as some insects are diffi-
cult to scan digitally. Roughly 10 percent of the interceptions forwarded to APHIS entomologists in
the Mariposa Port of Entry require assistance from Washington. These interceptions are submitted
as “urgent,” and a response is made within 24 hours.

Testing of food import samples is conducted by FDA, as guided by PREDICT. FDA’s food inspec-
tions are often conducted simultaneously with CBP’s agricultural inspections. Sampling of ship-
ments takes place at the port of entry, but testing takes place at one of the FDA’s official labs, located
well away from the U.S.-Mexico border, in States such as Colorado and Arkansas. Even with over-
night shipping, the sampling and testing process takes 4-7 days. To reduce this turnaround time, the
FDA sometimes deploys mobile laboratories to key ports of entry such as Nogales during the peak
import season. Several interview participants in the Nogales area commented positively on this
arrangement. Similarly, the Mexican Government operates three mobile laboratories in which patho-
genic microorganisms and toxic residues are analyzed. This capability permits greater flexibility and
responsiveness in the deployment of laboratory resources.

Mexican Laboratories

SENASICA has a network of laboratories that attend to the detection of agricultural pests and
diseases. These labs have the infrastructure to provide diagnostic and verification services that are
timely, reliable, and of high quality. Services are carried out by highly specialized staff employing
modern techniques and advanced, world-class equipment. These resources enable agile decisions on
the control and eradication of pests and diseases of high risk to the agricultural, livestock, aquacul-
tural, and fishing sectors.2”

Mexico also has a network of 14 Approved Laboratories for Phytosanitary Diagnosis (Laboratorios
de Diagnéstico Fitosanitario Aprobados), operated by the private sector and located mainly in the
central part of the country and along the U.S.-Mexico border. These accredited laboratories are
authorized by SENASICA to conduct phytosanitary diagnoses of vegetables and vegetable prod-
ucts—providing their services mainly to importers and producers. In addition, Mexico has four
accredited and approved laboratories of this type for the diagnosis of diseases in aquatic organisms.

In general, the officers who inspect the imports are also the ones who take samples of such

goods, following procedures established in SENASICA’s General Guide for the Certification of
Merchandise Regulated by SAGARPA, Imported for Commercial Purposes (Guia General para la
Certificacion de Mercancias Reguladas por la SAGARPA, Importadas con Fines Comerciales),

20Details about SENASICA’s three national reference laboratories in the field of animal health are available online
(SAGARPA/SENASICA, 2014), as is information about the seven laboratories for phytosanitary diagnosis that form SE-
NASICA’s National Center for Phytosanitary Reference (CNRF—Centro Nacional de Referencia Fitosanitaria) (SAGAR-
PA/SENASICA, 2013a). These Government-owned facilities are separate from the Government-approved laboratories
operated by the private sector.
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other published requirements, and bilateral work plans. For phytosanitary tests conducted by
approved laboratories, the importer selects the laboratory to which the sample will be sent. Most test
results are reported in 2-3 days. Only in very specific cases, such as potatoes for consumption in the
border region, is the result ready within 24 hours.

Hours of Operation

Some interview participants expressed their desire for longer hours of operation by FDA inspectors
at the U.S. ports of entry and for a closer alignment of working hours by the various U.S. agencies
responsible for agricultural inspections. The FDA’s standard hours of operation are 8:00 a.m. to
4:30 p.m., Monday through Friday (USHHS/FDA, 2015); the FDA also conducts food inspections
on Saturdays at some ports of entry, such as Nogales and Otay Mesa. It was not clear from the inter-
views what obstacles prevent northbound trucks from arriving at ports of entry during normal busi-
ness hours. Instead, industry participants apparently seek the greater flexibility afforded by longer
hours of operation. Several respondents recommended the availability of agricultural inspections 24
hours a day, 7 days a week, every day of the year, with shippers paying a premium for inspections
conducted outside normal business hours. However, one interview participant cited a pilot program
in the El Paso area that featured extended hours and was hardly utilized.

Mexico’s agricultural, aquacultural, and fishing health officers provide inspection services during
hours established by the general criteria in SENASICA’s General Guide, as follows:

* At installations located in Mexico, Monday and Friday from 9:00 AM to 8:00 PM, and Tuesday,
Wednesday, and Thursday from 9:00 AM to 7:00 PM.

* Atinstallations located in the United States, Monday to Friday, 9:00 AM to 4:00 PM. Shorter
hours at Mexican installations in the United States are to allow for officials’ travel time from
Mexico and back.

Hours of operation for rail inspections are specified in the agreement authorizing the rail crossing,
and off-hours service can be requested in advance (SAGARPA/SENASICA, 2014a). At the Piedras
Negras-Eagle Pass and Nuevo Laredo-Laredo rail crossings, SAGARPA operates 24 hours a day,
every day of the year.

Just as Mexico has used public-private partnerships to construct new infrastructure for inspections,
the United States has used such partnerships to expand the resources available for inspection activi-
ties. Recent legislation authorizes the CBP to accept reimbursements from local governments and
businesses for “customs, immigration, and agricultural processing; salaries for additional staff; and
overtime expenses at airports” (USDHS/CBP, 2014b). This approach has enabled the CBP to provide
more overtime to its inspectors at international bridges in El Paso, thanks to a reimbursable service
agreement with the city government (Martinez, 2014). The legislation also authorizes the CBP and
the General Services Administration (GSA) to “accept donations of real or personal property or
non-personal services to be used for construction, alterations, operation, or maintenance of a new or
existing port of entry” (USDHS/CBP, 2014b).

Sanitary and Phytosanitary Protocols

Interview participants recommended modifying specific sanitary and phytosanitary protocols to
facilitate trade of certain products. One suggestion was to reduce the amount of biometric sampling
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and cutting to which fresh produce imports are subjected. For instance, with Hass avocados
imported by the United States from Mexico, sampling and cutting must take place in the field, at the
packinghouse, and at the port of first entry into the United States. In February 2015, USDA/APHIS
(2015a) published a proposed rule that would allow the cutting at the port of entry to occur at the
discretion of the inspector, with the aim of increasing the operational flexibility of CBP agricul-
tural inspectors. During our field visits, we observed sampling and cutting of various fresh fruit and
vegetables carried out not only by personnel from the U.S. and Mexican Governments, but also by
representatives of buyers.

Some of the suggested sanitary and phytosanitary changes are intended to allow for broader partici-
pation in bilateral trade, in terms of either the types of commodities traded and/or the number of
participating firms. For instance, a shorter monitoring period was recommended for the voluntary
U.S. export certification program for live sheep and goats. Mexican regulations require that imported
sheep and goats show no clinical signs of scrapie (USDA/APHIS/VS, 2007).2! As part of its efforts
to eradicate scrapie in the United States, APHIS operates a voluntary export certification program
that requires a flock to be scrapie-free for a minimum of 7 years in order to be certified (USDA/
APHIS/VS, 2009). This requirement may discourage new entrants into the export market, even
though a variety of producers—including small ranchers and backyard producers—are capable

of raising sheep and goats on a commercial basis. U.S. sales of live sheep and goats to Mexico
amounted to just 17,000 head of sheep ($1 million) and 833 goats in 2015 (USDA/FAS, 2016).

Interview participants also expressed interest in phytosanitary protocols that would lead to more
U.S. growers participating in exporting stone fruit to Mexico. Phytosanitary work plans crafted by
U.S. and Mexican authorities since 1999 have been amended over the years to allow integrated pest
management systems as an alternative to fumigation with methyl bromide and to extend coverage
to additional producing States and types of fruit. In this context, U.S. exports to Mexico of apricots,
cherries, peaches, nectarines, and plums increased from about 21,000 to 27,000 metric tons between
2004 and 2015, and the value of this trade grew from $16 million to $43 million. Interview partici-
pants cited the need for more cost-effective approaches to Mexican oversight and a redoubling of
cooperative efforts focused on common external pest threats. Several interview participants opined
that importing countries should defer more to inspection authorities in the exporting country to
ensure that produce exports meet phytosanitary and food safety requirements.

Drayage Trucks: A Response to Border Congestion and Different
Trucking Standards

Researchers have pointed to the extensive use of the drayage system to transport goods by truck
across the U.S.-Mexico border as a major source of border congestion, longer crossing times, and
higher shipping costs (Coyle, 2000; Fox et al., 2003; Prozzi, et al., 2008). In contrast, several inter-
view participants suggested that the drayage system is, to some degree, a response to border conges-
tion and differences in U.S. and Mexican trucking standards—particularly differences in the weight
standards for tractor-trailers.

In the drayage system, transporting cargo by truck between Mexico and the United States usually
requires at least three vehicles: “a long-haul service that transports the cargo from Mexico/United

2lScrapie is “a fatal degenerative disease affecting the central nervous system of sheep and goats” (USDA/APHIS/
VS, 2009).
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States to a place near the border, a short-haul drayage truck that moves the goods across the border,
and a third truck that delivers the cargo to its final destination beyond the U.S.-Mexico border
commercial zone” (Prozzi et al., 2008: 1-2). The drayage system is attractive in its affordability; the
cost of the services provided by a drayage truck and driver is less than the cost of similar services if
provided by a long-haul truck and driver.??

Other incentives also motivate the loading and unloading of goods in the border region. First, ship-
pers may use the opportunity to adjust the weight loads of trucks to approach the maximum allowed
in particular jurisdictions. In the United States, the maximum gross weight for commercial vehicles
traveling the U.S. Interstate Highway System is 80,000 pounds (about 36.3 metric tons) (USDOT/
FHA, 2013). In Mexico, the maximum gross weight for the most common type of tractor-trailer
(T3-S2, a type of 18-wheeler) is 46.5 metric tons (about 103,000 pounds), but some configurations of
trucks have maximum gross weights as high as 66.5 metric tons (about 147,000 pounds) (Secretaria
de Comunicaciones y Transportes, 2014; Transportation Research Board of the National Academies,
2011).23 Second, the border region provides an opportunity to aggregate shipments from various
suppliers with the intention of shipping them to a specific destination. Third, with a fair amount of
horizontal integration in the trade logistics sector, many Mexican customs brokers have their own
forwarding agent in the United States and their own drayage business.

One alternative to the drayage system is to have either the U.S. or Mexican long-haul truck also
perform the border crossing service, as was reported during interviews in the San Diego/Tijuana and
Reynosa/McAllen regions. Another alternative is cross-border, long-haul trucking, as allowed by
NAFTA. In this approach, a single, long-haul truck, operated either by a U.S. or a Mexican carrier,
provides “door-to-door” service from the origin in one country to the destination in the other.2* A
third alternative is to dedicate a trailer rather than a tractor for providing door-to-door service. In
this variant of the drayage system, the same trailer is hauled by a sequence of different tractors from
origin to destination. This approach is sometimes used by agricultural exporters who are shipping a
full trailer of product to a single customer.

Even with alternatives, the drayage system continues to be the predominant method used to move
goods by truck across the U.S.-Mexico border. Participation was very low in the U.S.-Mexico Cross-
Border Long-Haul Trucking Pilot Program, operated by the U.S. Department of Transportation’s
Federal Motor Carrier Safety Administration (USDOT/FMCSA) from October 14, 2011, to October
10, 2014. Only 12 Mexican carriers had operational authority at the end of the program, although
one carrier made 20,102 crossings during this period and another made 5,528 crossings (USDOT/
FMCSA, 2014).25

22Trucks and trucking companies that provide border-crossing services are sometimes referred to as “cruzadores” in
Spanish. Interviews in the Nogales area revealed that Mexican drayage companies sometimes hire drivers on the spot on
a short-term basis, especially during the peak export season.

23Differences between U.S. and Mexican trucking regulations have long been recognized as a possible opportunity
for regulatory alignment. For instance, the late Robert Pastor, who wrote extensively on North American efforts toward
integration, advocated that Canada and the United States “each ... develop national standards on weight, safety, and con-
figuration of trucking and then negotiate with Mexico on a single set of standards” (Pastor, 2011).

24NAFTA’s provisions for cross-border trucking between the United States and Mexico do not apply to routes exclu-
sively within either country.

23In January 2015, USDOT/FMSCA (2015) announced that it was accepting applications from Mexican carriers to
conduct cross-border, long-haul trucking operations.
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New Transportation Facilities and Shipping Routes

Some interview participants indicated that rail service, particularly truck-rail systems, may be under-
utilized in U.S.-Mexico agricultural trade. While intermodal transport is used in other industries, the
agricultural and food sectors do not yet fully subscribe due to regulatory constraints and the scale
and location of border infrastructure. In addition, the volume of exports entering the United States
through the Laredo Customs District is growing faster than exports entering through the Nogales

or San Diego Customs Districts, signifying a shift toward Texas ports in both absolute and propor-
tionate terms. These developments may require new logistics and inspection protocols to accompany
any new transportation facilities and accommodate changes in trade volumes across ports of entry.

Agroparque AARC, an agro-industrial park proposed by the Asociacion de Agricultores del Rio
Culiacan (AARC), would feature intermodal truck-rail connections. It would include an area for
loading and unloading containers of fruit, vegetables, and miscellaneous products; an area for
loading and unloading grain shipments; and a bonded warehouse where sanitary and phytosanitary
inspections could take place. The proposed facility would cover about 50 hectares and be located
near Culiacan, Sinaloa, the capital city of Mexico’s leading fruit/vegetable-producing State. A rail
line, to be used by trains with intermodal railcars, would extend northward from the facility to either
Nogales or Tucson, thereby providing an alternative to transporting produce exports to Nogales

by truck (Asociacién de Agricultores de Rio Culiacan, 2014). An executive plan for this proposed
facility has been completed, and a preliminary assessment of the plan indicates that the project is
feasible. The next step is to secure investors for the project.

Speed, rather than cost, appears to be the main challenge to rail’s becoming a viable alternative
for transporting produce across the interior of the United States. In 2014, shippers experimented
with using rail to ship watermelons from Nogales to Jessup, Maryland. The journey lasted 22 days
(Prendergast, 2014b). By contrast, the driving time between these two cities is about 35 hours.

U.S. trade data indicate increased use of eastern ports such as Laredo and Weslaco, Texas, to import
fresh or frozen fruit and vegetables from Mexico (fig. 5). In each of the three main Customs Districts
for these imports—Laredo, Nogales, and San Diego—imports increased over the past decade. But
imports in the Laredo district (which encompasses both Laredo and Weslaco, among other ports of
entry) rose at a faster rate. As a result, Laredo’s share of these imports increased from 31 percent to
48 percent between 2004 and 2015, while Nogales’ share decreased from 45 percent to 31 percent
and San Diego’s share declined from 21 percent to 15 percent.

Several causal factors explain this geographic shift. First, in 2013, the Mexican Government inau-
gurated the new Federal Highway 40D between Mazatldn and Durango. This new toll road includes
a number of infrastructural projects—including 63 tunnels and 32 bridges—designed to expedite
transit through the rugged terrain of the Sierra Madre Mountains. As a result, end-to-end travel

on this toll road takes about 2-1/2 hours, compared with 6-8 hours on the old Federal Highway 40
(“Durango-Mazatlan Hwy 40D,” 2014).

Second, fruit and vegetable production in central and eastern Mexico has expanded faster than in
western Mexico. Between 2001-03 and 2012-14, Mexico’s total annual average production of fruit,
vegetables, and dry legumes increased by 22.3 percent (table 2). Of the 10 Mexican States with
the largest percentage increases in production over this period (Quintana Roo, Querétaro, Jalisco,
Morelos, Tamaulipas, Sonora, Aguascalientes, Michoacan, Tlaxcala, and Coahuila), all but Sonora
are closer to Laredo, Texas, than to Nogales, Arizona. These 10 States less Sonora accounted for
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Figure 5
U.S. fruit and vegetable imports from Mexico, fresh or frozen, by U.S. Customs District:
2004-15
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Source: U.S. Department of Commerce, Census Bureau, Foreign Trade Statistics, as cited by USDA/Foreign
Agricultural Service (2016).

28 percent of Mexican fruit, vegetable, and dry legume production in 2012-14, compared with 24
percent in 2001-03.

Regulation and Inspection of Mexican Trucks Entering at
Nogales

Several interview participants in the Nogales area expressed concern that some Mexican trucks
would be stopped and inspected multiple times by U.S. Federal and State trucking authorities.
Mexican authorities propose the establishment of a pilot program between the United States and
Mexico that includes the following elements:

* Pre-inspection of trucks in Mexico and U.S. recognition of the physical and mechanical inspec-
tions of tractor trailers made prior to the border crossing.

» Extensive use of technology in order to share information with the U.S. Department of
Transportation/Federal Motor Carrier Safety Administration (FMCSA) in a simultaneous
manner.

* A focus on the major mechanical failures that cause FMCSA violations (brakes, suspension, tires,
lights, etc.)

* Establishment of a memorandum of mutual recognition between Mexico and the United States to
standardize inspections of Mexican commercial vehicles.
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Table 2

Mexican fruit, vegetable, and dry legume production, by State: 2001-03 versus 2012-14

Production, annual
average Share
State 2001-03 2012-14 Change | 2001-03 2012-14 Change
T%ﬁi’gﬁsof Percent Percent Pe;c:;;;‘sg e
Mexico (national total) 26,821.75 32,789.79 223 100.0 100.0 0.0
Aguascalientes 197.54 275.47 39.4 0.7 0.8 0.1
Baja California 669.71 680.25 1.6 2.5 2.1 -0.4
Baja California Sur 213.72 268.22 25.5 0.8 0.8 0.0
Campeche 176.72 184.47 4.4 0.7 0.6 -0.1
Coahuila 226.40 311.54 37.6 0.8 1.0 0.1
Colima 961.34 731.65 -23.9 3.6 2.2 -1.4
Chiapas 1,244.97 1,306.08 4.9 4.6 4.0 -0.7
Chihuahua 1,178.11 1,609.31 36.6 4.4 4.9 0.5
Distrito Federal 344.22 325.93 -5.3 1.3 1.0 -0.3
Durango 327.90 406.95 241 1.2 1.2 0.0
Guanajuato 753.51 966.58 28.3 2.8 2.9 0.1
Guerrero 614.17 783.35 27.5 2.3 2.4 0.1
Hidalgo 241.95 253.66 4.8 0.9 0.8 -0.1
Jalisco 849.94 1,257.08 47.9 3.2 3.8 0.7
Estado de México 601.08 765.83 27.4 2.2 2.3 0.1
Michoacan 2,583.66 3,572.34 38.3 9.6 10.9 1.3
Morelos 540.68 796.50 47.3 2.0 24 0.4
Nayarit 730.09 848.96 16.3 2.7 2.6 -0.1
Nuevo Leén 462.70 452.89 -2.1 1.7 1.4 -0.3
Oaxaca 846.65 1,032.05 21.9 3.2 3.1 -0.0
Puebla 1,156.30 1,353.61 171 4.3 4.1 -0.2
Querétaro 88.73 168.54 89.9 0.3 0.5 0.2
Quintana Roo 57.28 137.13 139.4 0.2 0.4 0.2
San Luis Potosi 873.94 929.10 6.3 3.3 2.8 -0.4
Sinaloa 2,443.01 2,754.74 12.8 9.1 8.4 -0.7
Sonora 1,052.34 1,540.61 46.4 3:9 4.7 0.8
Tabasco 1,004.90 789.80 -21.4 3.7 24 -1.3
Tamaulipas 769.80 1,131.84 47.0 2.9 3.5 0.6
Tlaxcala 53.84 74.50 38.4 0.2 0.2 0.0
Veracruz 4,186.78 4,891.34 16.8 15.6 14.9 -0.7
Yucatan 322.13 410.00 27.3 1.2 1.3 0.0
Zacatecas 1,047.64 1,382.70 32.0 3.9 4.2 0.3
Source: SAGARPA/SIAP (2016).
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Integrity of Shipments

Several meat distributors and meat inspectors voiced concerns about managing the integrity of meat
shipments between U.S. packing plants and the border. On occasion, meat shipments are rejected

at the border by government inspectors or by the quality-control staff of private firms due to spilled
and/or spoiled product. One meat distributor described how spills occur because meatpackers and/or
distributors improperly load product or use insufficient packing materials. Poorly loaded shipments
can be damaged by routine truck movements, like a sudden stop. One private-company representa-
tive indicated that as much as 12 percent of its meat shipments to the border are compromised due

to cutting corners in loading trucks and insufficient use of proper packing materials. Air-filled bags,
similar to air mattresses, can be placed between the large boxes on pallets to cushion the movement
of product and prevent avoidable spillage.

In Mexico, military inspections at designated highway checkpoints (PRECOS—Puestos de Control
Estratégico) present an additional challenge to maintaining the timely flow of commerce and the
integrity of agricultural shipments destined for export. Such inspections are inevitable, sometimes
preceded by long waiting times, and are another area for potential improvement. SAGARPA has
invested resources with the Secretariat of National Defense (SEDENA—Secretaria de Defensa
Nacional) to reduce the logistical impact of these inspections. Recent investments by SAGARPA

at the checkpoints in Querobabi, Sonora, and La Coma, Tamaulipas include the installation of
nonintrusive inspection technologies and the training of personnel on how to avoid contaminating
merchandise and compromising food safety.
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Areas of Opportunity

Based on information collected via the interviews and supplemental information drawn from
publicly available sources, six areas of opportunity for making U.S.-Mexico agricultural trade more
agile suggest themselves, including:

» Agriculture-related aspects of border crossings and inspections,
 Pre-clearance and pre-inspection systems and joint inspection facilities,

* Further development of risk-based inspection systems,

* Advance preparations for new transportation facilities and new shipment routes,
e Complementary activities for Single Window Environments, and

* Creation of formal avenues for regulatory innovation.

Attention to agriculture-related aspects of border crossings and inspections

The border crossing and inspection process is a critical control point in the shipment of agricultural
goods from origin to destination. Problems at this juncture can impede the flow of agricultural trade,
leading to higher transaction costs, slower transit times, and even outright losses of product due to
spoilage or slippage. At the same time, the certification and inspection of agricultural imports serve
to validate that these products may be safely consumed and do not present an unacceptable risk to
the importing country’s plant and animal resources.

Both government and the private sector have roles in making this process work. Government must
have the ability to conduct inspections consistently, both over time and at different ports of entry,

to discourage port-shopping by shippers and to ensure meaningful inspections. Several interviews
touched upon past problems with the consistency of inspections for specific commodities, such as
Asian vegetables destined for the United States and cattle hides destined for Mexico. Such incon-
sistency can be addressed by the direct monitoring and supervision of inspectors or the provision of
additional, product-specific training seminars for inspectors. Additional efforts by the two govern-
ments to explain to industry what they do to foster consistency in inspection procedures might help
to correct any misconceptions. At the same time, border cities compete for the construction of border
infrastructure and for cross-border commercial activity, and officials at each port of entry have some
discretion to adapt their operations to local conditions.

One challenge for the public sector is to find the appropriate balance between staffing levels,
improved risk-based regulatory frameworks, and the use of information technology systems.
Personnel must have the specialized knowledge and skills—such as identification of insects, collec-
tion and testing of samples, and familiarity with all agricultural product standards—for carrying
out inspections. Several U.S. inspection offices, during our visits, were awaiting the arrival of
newly hired staff, but staffing levels were represented as sufficient. In Mexico, the Government has
increased its capacities through third-party activities in its Verification Unit and secured approval
from the Secretariat of Treasury and Public Credit (Secretaria de Hacienda y Crédito Publico) for
temporary positions. In addition, each Government requires up-to-date information sets—such as
lists of plants authorized to export meat and the correct and precise identifiers of the farm or farms
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where the produce were grown—in order to regulate bilateral agricultural trade. This point was
underscored in conversations with personnel in both U.S. and Mexican regulatory authorities.

The private sector requires complete and accurate documentation about the products it trades from
one country to the other. Such documentation is indispensable to passing inspection, the functioning
of risk-based screening tools such as the FDA’s PREDICT, and investigating outbreaks of foodborne
illnesses. In addition, the private sector must ensure that agricultural products traded between the
two countries remain in their optimal condition from origin to destination. These tasks fall to indi-
vidual firms, but one firm’s problems can hamstring other firms in international trade. For instance,
a truck carrying a rejected shipment adds to traffic congestion and diverts inspectors who could be
expediting another shipment that conforms to regulatory requirements. By this reasoning, activities
such as refresher courses for agricultural exporters on how to comply with U.S. and Mexican regula-
tory requirements could generate benefits for all trade participants.

Pre-clearance and pre-inspection systems and joint inspection facilities

The design of U.S. and Mexican inspection operations reflects creative approaches to locating some
aspects of the inspection process away from the border. For example, Mexico pre-clears fruit and
vegetable imports from the United States at private-sector concessions located on the U.S. side of the
border. Other examples include the U.S. pre-clearance program for irradiated mangoes and the joint
facility in Tijuana, Mexico, that is currently being pilot-tested for pre-inspecting fruit and vegetable
imports from Mexico. Similar facilities could be considered at other ports of entry for north- or
southbound agricultural shipments. Pre-inspection could also be extended to the inspection of trucks
and semi-tractor trailers used in short-haul, cross-border trucking, as some in Mexico have proposed.
Such an arrangement might reduce the number of traffic stops experienced by Mexican drivers of
short-haul trucks on the U.S. side of the border.

Further development of risk-based inspection systems

The U.S. and Mexican Governments continue to develop, operate, and refine risk-based inspection
systems, such as the National Agriculture Release Program (NARP) operated by APHIS and CBP,
FDA's Predictive Risk-based Evaluation for Dynamic Import Compliance Targeting (PREDICT),
and the FSIS sampling and re-inspection system in the United States and the Integral System of

the Inspection Service (SISI) and Trusted User (UCON) program in Mexico. Expanded outreach to
industry explaining how these systems work and how businesses can best operate in these environ-
ments would enhance these efforts. First, it would help to address any public misconceptions about
those systems. Second, businesses whose shipments are subject to inspections would be better able to
provide the complete and accurate information that is needed for these systems to function properly.
This in turn would help to ensure that the risks associated with a particular shipment are properly
scored, to the potential benefit of both traders and regulators. Third, greater outreach might stimu-
late suggestions from the private sector on how to improve existing risk-based inspection systems.

Advance preparations for new transportation infrastructure and new
shipping routes

The construction of new transportation infrastructure and the development of new inland shipping
routes inevitably affect the demand for inspection services, leading to disproportionate growth of
U.S.-Mexico agricultural trade across commodities, ports of entry, and exporting countries. This
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disproportionate growth can be anticipated by the U.S. and Mexican governments as they adapt their
border operations to new trade patterns. In particular, the two Governments can work in advance to
develop the logistics and inspection protocols needed at the new facilities and to prepare for possible
changes in trade volumes across ports of entry.

Complementary activities for Single Window Environments

The U.S. and Mexican Governments are committed to the further operation and refinement of their
Single Window Environments: ACE and Ventanilla Unica. This commitment creates an opportu-
nity to implement complementary activities designed to make fuller and more complete use of these
systems.

First, the two Governments could use their Single Window systems as platforms for streamlining
and simplifying the administrative requirements for bilateral agricultural trade. This effort could
include not only the completion of ongoing projects for instituting E-certs for the full range of
agricultural products, but also the consolidation or elimination of some types of documents and
increasing the period of validity for certain documents. The practical convergence of the two Single
Window systems would facilitate the exchange of information and eliminate unnecessary differences
between the U.S. and Mexican regulatory systems. Efforts to streamline and simplify administrative
requirements would benefit from the insights of the private sector.

Second, each Government could organize workshops to train the private sector in navigating

the Single Window systems. While Ventanilla Unica has been in operation since 2012, the U.S.
system—ACE—is not scheduled to be fully implemented until the end of 2016, with intermediate
deadlines for its mandatory use met in 2015 and 2016.

Creation of formal avenues for regulatory innovation

Finally, proper avenues for innovative feedback on regulatory processes pertaining to U.S.-Mexico
agricultural trade would formalize many of the micro-level ideas proposed in the interviews for
making U.S.-Mexico agricultural trade more agile. Creation of these avenues would ensure the
consideration of a fuller range of proposals, particularly from the private sector.

A number of these ideas would require new approaches to border inspections and processes. For
example, many interview participants suggested that there are unexploited opportunities to reduce
the amount of time required to sample and test agricultural shipments. Locating laboratories closer
to the border would reduce the transit time from sampling to testing. Already, the FDA has several
mobile laboratories and deploys them at ports such as Nogales during peak import seasons. The use
of officially recognized and certified laboratories operated by private firms or academic institutions
and located near the border is another possible approach and one that the Mexican Government has
adopted for some of its testing needs. In addition, new technologies may reduce the amount of time
required to complete tests and even make it possible to relocate some tests to the port of entry itself.

Aligning border facility hours more closely with the private sector’s operating hours of business
would be welcomed by interview participants, some of whom envision a border that is open to agri-
cultural trade 24 hours a day, 7 days a week. However, a round-the-clock border is not without its
tradeoffs in terms of costs, staffing, and quality of inspections.
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