RN



CLOSING THE RE-FLAGGING LOOPHOLE

The waters off of Alaska contain enormous groundfish
stocks that dwarf those available in other areas of the United
States. Species such as Alaskan pollock, Pacific cod, and
yellowfin sole, are part of a renewable resource that has an
estimated value of over three billion dollars annually. Since
the initiation of large-scale factory trawling activities in
the latel950s, the harvesting and processing of this resource
has ‘'eeen dominated byforeign fishing fleets. Inrecent years,
however, the United States fishing industry has taken over the

harvest|ng of these species of fish. The domestic processing
industry is also growing at a tremendous pace and the United
States fishing industry will soon have the capacity to fully
utilize the valuable groundfish resources off of Alaska. Yet,

this rapid development may be thwarted by a loophole in U.S.
law which permits a foreign fishing company to transfer the
egistry of their shipsfrom foreign-flag to United
States-flag, and thereby obtain preferential access to United
States fishery resources.

1. Regulation Of Vessels In The United States Fishing Industry

a. Priority Access For U.S. Vessels Under The Magnuson
*Act

In 1976, Congress passed the Magnuson Fishery and
Conservation and Management Act, 18 U.S.C. § 1801 et seg., to
regulate fishing within 200 miles of our nation's shore and
promote domestic utilization of the fishery vresources within
the newly created "exclusive economic zone" (EEZ). Under the
Magnuson Act, United States vessels are accorded a preference
to harvest and process fishery resources within the EEZ.

Foreign vessels are only allowed access to fish that will not
be utilized by the United States fishing industry. The defini-
tion of "vessel of the United States" is, therefore, critical
for distinguishing who will have access to the fishery

resources within U.S. waters.

b. Requirements To Be Documented As A Vessel Of The
United States

The Magnuson Act |n § 1802(27) defines the term vessel of
the United States as "any vessel documented wunder the laws of

the United States . . . The Vessel Documentation Act, 46

Uu.s.C. 8§ 1|210 et seg., allows for any vessel to be documentgd

as a vessel of AUn|te tates it is over 5 net tons and,
J K g%%ﬂ]‘/\p/ . uoitay, *2 "



1) an individual who is a citizen of the United States;
) an association, trust, jointventure,or other entity
all of whose members arecitizensof the United

) a partnership whose general partners are citizens of
e United States, and the controlling interest in the
artnership is owned by citizens of the United States;

(4) a corporation established under the Jlaws of the
United States or a State, whose presidentor other chief
executive officer are citizens of the United States and no
more of its directors are noncitizens than a minority of
he number necessary to constitute a quorum,;

(5) the United States Government; or

6) the government of a State."

Under the documentation requirements, a "vessel of the United
States" can be entirely owned by foreign nationals as long as
they incorporate in the United States or any state, and the
requisite corporate officers are United States citizens.

C. Requirements For A Vessel To Engage In "Fishing"

For a vessel to engage in fisheries, 46U.S.C. § 12108
requires that it bebuilt In the United States or condemnedas
prize of war. Fish processing, however, is not included within
the definition offisheries under 8§ 12101(6) of the Vessel
Documentation Act, Aforeign-built vessel, therefore, could
process our domestic fishery resources if it were documented
under the flaws of the United States.

d. Manning Requirements For A United States Vessel

46 U.S.C. 8§ 8103(b) provides that "[o]n each departure of
a documented vessel . . . from a port of the United States, 75
percent of the seamen (excluding licensed individuals) must be
citizens of the United States.. . . " The United States Coast
Guard has informally ruled that if a U.S.-documented processing
vessel were to depart from aforeign port, there would be no
requirement that its crew be citizens ofthe United States.

e. Landing Of Fish Harvested In United States Waters

The Nicholson Act, 46 Uu.S.C. § 251, prohibits a
foreign-flag vessel from landing in the United States any fish
products taken aboard on the high seas, a term that includes
the 200-mile EEZ. Of course, a United States documented vessel
is permitted to land its harvest of fish or fish products in
the United States.



2. Effect Of These Laws Upon The Fishing Industry

The interaction of these statutes would allow a foreign
company to document a foreign-built vessel as a "vessel of the
United States" and thus be able to claim priority access to
Brocess United States fishery resources. The vessel would not
e permitted to "fish" within U.S. waters; however, Dby obtain-
ing a U.S.-flag, the vessel would be permitted to process
United States fish harvested within the EEZ, the territorial
sea or the internal waters of any state. Further, if the ves-
sel were to depart from a foreign port, thereis no requirement
that United States cicizens beemployedon the crew.

3. The Need For Legislative Action To Restrict Re-flaaaing

Foreign fishing companies currently operate large factory
vessels capable of processing all of ‘the groundfish resource
from waters off of Afaska. Most of these vessels do not har-
vest fish directly, but instead receive deliveries of fish from
United States fishermen in "joint venture" operations. In the
past, there has been no incentive for foreign ~companies to
re-flag their vessels Dbecause they were able to harvest or
process fish that were net fully utilized by the United States
Industry. The United States groundfish processing industrK,

however, has recently grown at a phenomenal rate and in the
near future there will not be "surplus" fish in U.S. waters
available for fo.eign operations. If these existing foreign
vessels are re-flagged as vessels of the United States, they
will have priority access to United States fishery resources
and directly compete with agrowing fleet of United States
processing vessels and shorebased processing plants. Because

many foreign vessels are fully depreciated, a re-flagged vessel
would provide a distinctive cost advantage to the foreign oper-
ation over their United States competitor, In short, foreign
companies can re-flag their existing fleets and thereby retain
control of U.S. fishery resources while thwarting development
of the domestic fishing industry.

Two bills have been introduced in Congress to close the
re-flagging loophaole. In the House of Representatives,
Con?ressman Young of Alaska has introduced H.R. 438, which
would require that all vessels which receive U.S. documentation
after October 31, 1986, be built in the United States, and in
the case of a vessel owned by a corporation, the controlling
interest in the corporation be owned by citizens of the United
States. Additionally, H.R. 438 vrequires that at least 75 per-
cent of the crew aboard such vessels be citizens of the United
States. The Dbill has been vreferred to the House Merchant
Marine and Fisheries Committee* In the United States Senate
S.377, has Dbeen introduced by Senator Stevens and co-sponsored



by Senator Murkowski. This bill provides for a ten year mora-
torium beginning January 1, 1987, on the documentation of all
foreign-built vessels. S.377 would also require that 100 per-
cent of the seamen employed on fish processing vessels bDe
United States citizens. Senator  Stevens' bill has Dbeen
refeired to the Senate Commerce Committee.

To protect the existing Alaskan groundfish processors from
an "end run" around the preferential access afforded the domes-
tic industry, and to ensure continued development of the United
States groundfish processing industry, we strongly encourage
hearings at the earliest possible date on these bills and sup-
port of efforts to close the loophole that allows for foreign
vessels to be re-flagged as vessels of the United States.

9790b



£> SOUTHWEST ALASKA

MUNICIPAL CONFERENCE
Box s9 ¢ Unalaska « Alaska 99685

January 27, IPS7

Representative Cliff Davidson
Pouch V
Juneau, Alaska 99811

Dear Rep. Davidson:

Last year the Southwest Alaska Municipal Conference (SWAMC)
was formed to promote economic ‘evelopmer.t in our region,
Included in our conference are the municipalities in Kodiak,
Bristol 3ay, Alaska Peninsula, Aleutian Islands and Pribilof
Islands. Together, our communities represent 70% of the
total value of Alaska's fisheries caught in 1986.

The SWAMC is seeking squort for policies which would benefit
our region, the State of Alaska and the Nation. Most of them
are fisheries development issues: either developing new
_fisheries or retaining more economic benefit in Alaska from

Enclosed is a description of the issues we feel need
immediate attention from the State of Alaska. Besides the
immediate issues of reflaaaing) fisii..tax, and domestic
observer™ program, thefre"Ts the more long term program of
de"eloping a comprehensive regional development strategy.
More than ever we need sound information'from' which to base
our decisions.

The SWAMC has already devoted substantial resources to this
strategy and we are prepared to invest more to realize this
project. But we can't do it alone. We feel the State would
pe fully justified in providing economic assistance to this
project which promises to make a substantial contribution
toward rebuilding our State's economy.

We send you this information as an introduction to our policy
goals and will be contacting you in the future to see how we
can work together to put our State back on solid economic
footing.

Sincerely,

President. SWAMC

Phone (907)581-1251,581-1357



REFLAGGING: AN ISSUE OF ECONOMIC CONCERN
INTRODUCTION

Reflagging, allowing docunentation of foreign built, vessels
as U.S. vessels for the purpose of Groundfish processing,
serves neither the interest of the State of Alaska or the
Nation as a whole. -This issue 1is particularlv critical to
the communities within the Southwest Municipal Conference
(SWMC) who stand to lose a large part of their economic base.
Reflagging also has the potential for inhibiting the
development of shore-based groundfish processing and thus is
not consistent with the goal of American! zation of the
groundfish industry.

Recognizing the-significance of reflagging to the economic
stability of southwestern coastal communities, the Southwest
Municipal Conference has provided this overview of the issue.
They have a number of projects underway which will quantify
the potential impacts of reflagging to the communities in the
region and to the State. This information will be available
shortly, -and will serve to provide additional support for our
concerns., The various components of the reflagging issue are
discussed separately below.

PRIORITY TO THE GROUNDFISH RESOURCES IN THE FCZ

The underlying reason for the emergence of thereflagging
issue is the priority access to thegroundfish resource in
the fisheries conservation zone (FCZ) off Alaska. The
Magnuson Fishery Conservation and Management Act of iS/6
(MFCMA) clearly structures the priority of access to assist
the Americanization of all fisheries in the FCZ. The North
Pacific Fishery Management Council developed allocation
guidelines based upon the authorityof theMFCMA for its
allocation of harvest privileges.

The highest priority in the allocation of groundfish in the
FCZ is to 'domestic fishermen delivering to domestic
Erocessing companies. The processing companies can either
e shore-based or at-sea floating processors. American
factory trawlers engaged in both harvesting and processing
groundfish are also included in this highest priority
category.

The next level of priority access to the fishery resources in
waters off Alaska is to joint venture fisheries. In joint,
venture operations, American fishing vessels harvest
grroundfish and deliver at sea to foreign processing ships.
he growth of t~i- joint venture grounufiah fishery nas been



nothing short of spectacular since 1981, and has been
responsible for a large increase in the fishing capability of
the Pacific Northwest fishing fleet.

Recognizing the growth of the domestic groundfish industry,
the North Pacific Fishery Management Council eliminated all
foreign fishing, and most joint venture fishing, in the Gulf
of Alaska during their September, 1986 meeting, The Council
also sharplv reduced the foreian allocation of aroundfish
the Bering, Sea due to the growth in the U.S. shore-based,
factory trawler and joint venture capacities. The Council
also unanimously endorsed the call for action to prevent the
documentation of foreign built vessels as U.S. vessels for
the purpose of processing groundfish in the FCZ. The SV'MC
agrees with the Council resolution, but feels that additional
action is necessarv.

Reflagging would allow foreign fishing companies to continue
to utilize their existing fleets and in addition be allocated
Eriority access to the groundfish resource, ‘'While this would
enefit foreign fishing companies, it v/ould work against
development of existing and planned U.S. groundfish
development and v/ould have detrimental effects to shore
communities in the Gulf of Alaska and the Bering Sea. The
reasons for our concerns are discussed briefly below.

POTENTIAL NEGATIVE IMPACTS OF REFLAGGING

['f foreign fishing .companies were allowed to transfer
registry of their processing ships from foreign registry to
U.S. registry, there v/iould be several impacts on groundfish
development, both for Alaska and the U.S. These Impacts
would not only affect the groundfish fishery, but could also
impact other fisheries such as Alaska's salmon industry. The
impacts from reflagging would affect:

1) jobs in processing sector
2) income to Alaska and the Nation

3) capital investment by U.S. companies into the ground!
industry

Johbs in the Processinc Sector

't is in Alaska's best interest to assist the develoomer;r
a diversified groundfish fleet combining both shore-based
at-sea processing. As a general rule, we can expect gr-jl
employment of Alaskan processing workers in shore-based
groundfish plants rather than in at-sea processing ship”
However, che'SWMC recognizes that full Americanization



processing ships due to the nature of the resource. As shore
communities, we hope to increase our economic base by
directly participating in on-shore processing acting as
points of supply to the offshore fleet.

Foreign fishing companies currently have processing fleets
capable of harvesting all groundfish resources from waters
oft Alaska. If reflagging were allowed, the new foreign
controlled U.S. companies might find it in their best
interest to utilize foreign crew members. There would be no
employment ' benefit to either the Alaskan or U.S. economy
under this scenario. If processing crews were American
workers, they would likely be hired from areas other than
the local communities in the area.

Another potential impact to Alaskan communities is that
groundfish processing of fillets requires a relatively larger
number of workers compared with surimi production. Since It
Is our basic assumption that reflagged factory ships wouid
tend to produce mostly surimi rather than a combination of
surimi and fillets(Ll), the overall impacu of reflagging would
be to reduce processing jobs.

Income to Alaska and to the Nation |

One of the primary reasons for the MFCMA is to assist
development of American fisheries in harvesting and
processing .the fishery resources within the FCZ of the United
States. In the opinion of the Southwest Municipal Conference
and major components of the industry, reflagging of foreign
pr%cestsing ships would not assist Americanization of the
industry.

Under the scenario of reflagging, foreign fishing companies
would be able to utilize their existing fleet and still
receive priority access to the groundfish resources. Even
though they would be required to organize a domestic
subsidiary to operate as a U.S. company, the operating
decision would still be in the hands of the foreign fishing
company.

Equally important is the consideration that foreign fishing
companies have a large degree of control of imports of
fishery products into theilr respective countries,
particularly for surimi. These companies would have little
incentive to increase access to their country's markets if

(1) This assumption is based upon the physical space
limitations on floating processing ships which limits the
pote. _ial for different product forms being produced
Simulteneous lv



that action would increase the competitive- position of the
U.S. processino industry. A fleet of reflagged factory ships
would also not offer Alaskan communities the opportunity to
act as service and supply centers. Through their years of
operation of distant water fishing, foreign fishing

companies have an established system to supply their fleets
and to provide for transportation of produ'-. If reflagged
factory trawlers became the dominant component of the
groundfish fleet, there would be little opportunity for
communities' to provide supplies and services.

Capital Investm< it by the U.S. Industry

An important impediment no U.S. investment in groundfish
processing in the Gu.f of Alaska and the Bering Sea is caused
by regulatory uncertainty. This uncertainty increases the
risk of companies considering involvement in the groundfish
industry. 1f the existing industry participants and those
contemplating investment in the industry feel that there is a
potential for a flood of newly created, foreign controlled,
U.S. companies entering the groundfish industry, they will
have little incentive to make capital investments in
developing shore-based processing facilities in the are;.

The end result to Alaska would be very little benefit from
harvest and processing of the groundfish resource.

A last issue related to regulatory uncertainty is the
potential for disruption in other Aiaskan fisheries from an
emerging reflagged fleet. It can be assumed that if
reflagging were allowed, competition for the groundfish
resource v/ould soon result in shortened season length.
Pollock fishing is normally poorest during the summer months.
Under existing regulation, there would be nothing to srop the
reflagged processing fleet from processing salmon, crab or
other species. The result of this development would bring
great disruption to the economies of many Alaskan coastal
communities and the exiscing fishing industry.

NEEDED: ACTION ON REFLAGGING

To deal with the threat of reflagging, the SWMC feels
Congressional action will be required. To send a clear
message to this affect, the Alaska Legislature should
stron%ly support House Joint Resolution 25 which will
prohibit the wuse of foreign hulls for fish processing within
the U.S. FCZ. They should also work with Alaska's
Congressional delegation to draft regulations which will
prohibit the use of foreign flabor for fish processing on U.S.
vessels within the FCZ.
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.O. Bo Y. Siate Capitol
Juneau, Alaska 99811-3100
Mail Slop 3100
(907) 465-3991

January 23, 1987
MEMORANDUM
TO: Representative CliffDavidson
ATTN:  Cecil Ranney

FROM: Karen OakleyV~"
Legislative Analyst

RE: Groundfish Harvestand Processing and Reflagging of Vessels
Research Request 87.082

You requested that we locate recent figures on the amount of groundfish
harvested and processed in Alaska and the number of foreign vessels that
have been reflagged for use as fish processors 1iIn United States
waters.1l You specifically asked:

How much groundfish was harvested from state waters during the last
three years?”

How much groundfish was harvested within the Exclusive Economic Zone
(EEZ2) off Alaska by U. S. and foreign vessels during the last three
years?J

How much groundfish was processed in Alaska by floating and by shore-
based processors during the last three years?

How many foreign vessels have been reflagged for use as fish proces-
sors in United States waters?

CiQ & ]

~A vessel built iIn another country may be documented as a U.S. vessel
and then used for International trade. A foreign-built vessel that has
been reflagged cannot be used to harvest fish, but it can be used to
process fish outside the three-mile limit. A reflagged vessel may trans-
port goods between U.S. and foreign ports only; it may not be used to
transport goods between two U.S. ports.

AState waters extend three miles from shnn?

JThe EEZ, Tformerly the Fisheries Conservation Zone, extends approxi-
mately Z0O miles from shore.



Representative Davidson
January 23, 1987
Page 2

Groundfish Harvest and Processing in Alaska

Fish tickets for groundfish harvest have only recently been modified to
include the specific catch Ilocation within state waters. Fred Gaffney,
Extended Jurisdiction Coordinator, Commercial Fisheries Division, Alaska
Department of Fish and Game (ADF&G), could provide data on groundfish

harvest from state waters for 1985 only. There were 3,575 metric tons of
groundfish taken from state waters in 1985. These fish represented 0.2
percent of the approximately two million metric tons of groundfish
harvested from the EEZ off Alaska 1in 1985. The relative volume of

groundfish taken from state waters is small because the major groundfish
stocks typically reside over three miles from shore.

The amount of groundfish harvested and processed in Alaska during the last
three years is presented in the attached table. These data were prepared
by Janet Smoker of the National Marine Fisheries Service. You may wish
to contact her at 586-7221 if you have further questions about these data.

Reflagging

According to Rod Moore of Congressman Don Young®"s office, three foreign
vessels have been reflagged to allow them to operate as fish processors in
United States waters. Two of the vessels, the F/V GOLDEN ALASKA and the
F/V ALASKA ONE, are now operating in Alaska waters; the third vessel, M/V
HOLLAND, operated on the east coast for a time, but its owners are pres-
ently bankrupt. The F/V GOLDEN ALASKA is processing pollack in the Bering
Sea, and the F/V ALASKA ONE is processing rocfish in the Aleutians. *

As you are probably aware, Congressman Young recently introduced HB 438 to
address the reflagging issue. This bill would change U. S. maritime law
regarding the use of reflagged vessels in the U. S. Tfishery by:

prohibiting the u.e of any foreign-built vessel that was reflagged
after October 31, 1986;

requiring that controlling interest in any corporation that uses a
reflagged vessel be owned by United States citizens; and

requiring that 75 percent of the crew of any reflagged vessel be
United States citizens.

I hope you find this information useful. Please feel free to contact me if
youhave any questions. We have requested a copy of HB 438, and we will
forward it to you when it arrives.

KO
Attachment

The National Marine Fisheries Service recently assumed primary responsi-

bility for collection and analysis of groundfish data. Formerly, the
ADF&G and NMFS had joint responsibility.



TABLE 1

1984-1986 Groundfish Harvest and Processing in Alaska
(1000"s metric tons)

Harvest from Alaska Pocessing in Alaska
Exclusive Economic Zone

Total Joint Foreign Tot" .1 Shore- Floating*
Venture Vessels based
Vessels
1984 1,892.3 577.2 1,315.1 na na na
1985 1,947.0 870.8 1,07°j.2 na na na
1986 1,663.4 1,167.7 495.7 144 .0** 35.0** 109.0

Notes:

All data are from the National Marine Fisheries Service (NMFS).
na=data not available from NMFS.

eincludes catcher-processors

**Data from November and December 1986 have not yet been processed, so
these values are for January through October 1986. A Tfair amount of
groundfish is typically processed during November and December, and Janet
Smoker of NMFS estimates that an additional 10,000 to 20,000 metric tons
were processed by shore-based processors in November and December 1986.

Prepared by the House Research Agency, January 1987, 87-082.
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Referred to the Committee on Merchant Marine and Fisheries
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1 Be it enacted by the Senate and House of Representatives of the Untied

2- States of America in Congress assembled,



Section 1. Except as provided in section 2, a fishing, fish
processing, or fish tender vessel (as defined in section 2101 of

title 46, United States Code) greater than 5 net tons may not be
issued a certificate of documentation under chapter 121 of title
46, United States Code, after October 31, 1986, unless the vesse
was built in the United States and, in the case of a vessel owned
by a corporation, the controlling interest in the corporation is

owned by citizens of the United States.

Section 2. The provisions of section 1 do not apply to a
fishing, fish processing, or fish tender vessel that has been

issued a certificate of documentation before November 1, 1986.

Section 3. Section 8103 of title 46, United States Code, 1is

amended--

(@) in subsection (b) by inserting ", fish processing, fish

tender," after "fishing"; and

(b) by adding a new subsection (i) as follows:

"(i) On a fishing, fish processing, or fish tender
vessel that has been issued a certificate of
documentation under chapter 121 of this title, at least
75 percent of the entire complement (including licensed

individuals) must be citizens of the United States.".
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(206) 336-7023

February 3, 1987

Mr. Cecil Ranney

Legislative Assistant

c/o Representative CIliff Davidson
P. 0. Box V

Juneau, AK 99811

Dear Cecil:

Enclosed is a copy of the Congressional Record which contains
Senator Stevens' newly introduced bill regarding the
re-flagging of foreign-built vessels. The legislation is
co-sponsored by Senator Murkowski.

The first section of the bill creates a simple ten-year mora-
torium on the re-flagging of foreign-built vessels for fish
processing activities. Any foreign vessel documented after
January 1, 1987, would not be allowed to engage in fish
processing.

Section 2 of the bill amends 46 U.S.C. 8103(b) by providing
that 100 percent of all seamen employed on fish processing ves-
sels documented wunder the laws of the United States, must be

United States citizens. Section 8103(h) currently reads:
"[o]n each departure of a documented vessel . . . from a port
of the United States, 75 percent of the seamen . . . must be
citizens of the United States." The United States Coast Guard

has informally ruled that if the vessel were to depart from a
foreign country, there would be no requirement that the crew be



Mr. Cecxl Ranney
February 3, 1987
Page 2

citizens of the United States. Senator Stevens' Dbill elimi-
nates this problem by clarifying that on fish processing ves-
sels documented under the laws of the United States, all of the
crew must be United States citizens, regardless of whether the
vessel departs from a United States port.

Section 3 of the bill would encourage the Secretary of Commerce
to is.sue regulations regarding the shipment into United States
ports of fish products harvested by foreign wvessels in our
200-mile waters. Currently, 46 U.S.C. 251(a) prohibits al

foreign-flag vessels from Jlanding their catch of fish or fish
products in U.S. ports; however, it is net clear that this pro-
vision would prohibit a foreign processing vessel from offload-
ing its harvest of fish to a United States documented vessel

which then could Jland the product in a United States port.
Very little is actually known about the extent to which this
transshipment of fish products may be taking place. Senator
Stevens' bill will encourage the Secretary of Commerce to
investigate the matter in more detail,

If you have any questions regarding this matter, please do not
hesitate to call. | will be staying in contact with you and
wish you every success with House Joint Resolution No. 5
Very truly vours,
REED McCLURE MOCERI THONN & MORIARTY

(to
Joseph T. Plesha

JTP:jc:1296f
Enclosure



Jhniuuy 22, 1987

S. Rex. SI. Resolution to direct the Senile

Lr1t | Counse to represent the chiel clerks

e Committee on Foreign Relitlons and

the Select Commrttee on | tetlrgence In the

ruse ol United -States v VoraleX et ib con-
siaerrd end tirred to.

STATEMENTS ON INTRODUCED
HILLS AND JOINT RESOLUTIONS

By Mr. BINGAMAN (for him-
Mr, Byrd. Mr. Lrvirt, Mr.
RcchrrLLut Mr. Chiles. Mr
Kerry. M[. Babcus. Mr. Mat-
si'xaga, MTr. LAtrrt.xar.RG. M,
Sasser. Mr. Benpirx, and Mr.
Moy
S. 374, 4 brlf t)o promote «me-merme
rnnrp titivi-ncr.s In thiC United Stairs,
and for other purposes; t? the Com-
I'nitee on Oovernnieritx.| Affairs.
(The rrmarks of Mr. Bihoaman and
the text of the legislation appear earli-
er In today's Record.)

By Mr. EXON:
S, 3 A hill to amend title 10.
Bnrte States Code, to permit the
resident to order to’ actrve duty units
and members of the Army Natjonal
Guard of the Unite States and .the
Air National Guard of the United
States [n cases In whrch the Governor
State or other aRIpro priate_au-
thority withholds consent; to the Com-
mittee on Armed Services.
g(The remarks of Mr. Exox and live
text of the legislation appear earlier in

today's Record.)

Mr ROTH

S §3?éAt fll| t6tnmertd ”tﬁ tII

orm Act o 0 restore .the fu
de ductrbrlrty of ?gA contrr%utrcns to
the Committee on Finance.

ciaccTimuTT or iraromim tioh
0 Mr. ROTH. Mr, President, today |
hse t0 Introduce Iegrslatron amendrng
the Tax Re orm Actof 1986.
This Ieﬁrs ation Is Intended 0 cor-
rect a serious s ortcomrng n the tax
bill passed last year, esprte the posi-
tive steps taken”in the bill such u re-
duction of marginal rates and Institu-
tion of a minimum tax for corgor
tions. the bill look a giant step
w%rds In encouraging “people to save

The restrictions placed on_ Indiyidual
retirement accounts last yeii strike. at
the heart of middlelncome families
who are trying to earn a decent living,
educate their” children an sav? for
their retir ment ears. am
pleased to have he ed reserve |RAs
0r a great portion o t xpayess. | ana
d'sappointcd that millions ot others
have heen cut off. These are working
couples. In_many cases, whose com-
bined salaries push them over the
mco,me limit tor fully deductible

. 0r, t er are young workers—
xoung professionals 1N our socie-
hos¢ ambition keepa our country
ovr(pg forward In a fast changing

Mi. President, i mp Jud? ent
there Is no .Issue of more critfca
portance to the .American people and

CONGRESSIONAL RECORD -

- are ambitious wh

this Natron than the Issue of savings.
We simply cannot meet the challenge
of becomrng co npetltrve In the emerg-
Ing world economy without addressin
th need to mcrease our national sav-
s rate. That I1s what we attempted
to do when. |n 1981. Congress voted to
promote an individual re |rement ro-
?ram for the Americap peoﬁ
dea was that each working | drvrdual
could save up to $2,000 a year tax free,
and that money would help citizens
meet thejr needs for retirement.
There has been much debate on the
effectiveness of the program. In 5
ears. 33 million families_made a com-
itment_ to create an |RA for their

tuturg |Thpse In |vrdual decjsions re-

p n savings ol 1b50 billion. In-
udrng a tremendous amount of new
incomé for long term capital tnvcst-

|Unltrtl)lthrs gar, the IRA wasfthe bt st
avallable sdvings program .for the
dd?e class, V\%rkrrn gIndrvrduals of
thrs coyntry. oug percent 0f
hose who Rave IRA's have Incomes of
30,000 or less. 65 percent have In-
comes. of $40,000 or' [ess. With such
statistics, it Is difficult for me to_un-
derstan how this savrn% grogTam
could ever be mrsappreh nded "as a
ric Herson 'stax b re
nder the pew law, an Ipdividual
who_has earnings of '$25.000 or less
contrnues to enrog/ a lax deductron for
A marriéd person with up to
$40 ooo of earned Income car, have the
same. But unfortunatelg from that
pomt on ﬁ benefits aré phased out.
t makes little sense to grovr e a tax
deduction to encourgg youn man
0r woman oarnir 50007 or ess to
save, and then to send them the srgnal
that'it |s less. important that they Save
whe]n they siart to earn a little ‘more.
e same is true of two wageeamrrs
who make $40, ?00 or more. As Iong
a marrred couge is earning $40,000 or
sst e can deduct their TIRA. But U
fn e{r int earnrn Sd ante In |excehss of
a re eduction |s phase
out, ang $50 000 1t is eIranate
The current law penalizes those who
are working hard,

ew d whq are succeeding. It pénalizes
those who ar% greparrn for "a secure
le retirement with an

and comforta
R

Under the pew law. people who are
not covere{d éZ a pension plan where

wor n continue to deduct
fherr IRA. However, this Ignores the
act that many workers see"thelr IRA

not as a sub trtute for th8| rrvate
ﬁ]ensron pan pt as a re lable p
]a plan. With a ded uctble
hac on workers would
have the peace of mjnd of knowing
their retrrement S currta/ would not be
completeh{ depen; pon emplo er
ension plans whic later be cor-
orate ta ieov ers or bankru tcy.
can tel P/ou 1h ere man famrhes |n
tate n nrrs vir*, with two wa*c
earners don't think there Is an%/-
arr a out what the tax bill did
to their IRA. Take a >oung autowork-
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er af a Chrysler plant In my State,
earning $33000 with overtime. The
spouse can be working, perhaps as «
scnoolleacher, Before”long they are
over the $50,000 limit, and theif ded-
cullble TRA Is eliminated. Making the
Inequity _even more apﬁarent IS an-
other chilling aspect of Ihe new law: If
one spouse IS an actrve participant In a
qualified pension plan, no deduction
for an IRA s allowed,

Inclosing Mr. President. | Introduce
this legisldtion today with a reminder
to my olleagues. Much will be said n
the pcommg days of this se-snn
about ‘the neéd to preserve American
*ubs and expanding compctltivenc-a of
American manufacturers abroad. To
that end wc will try to determine hew
to uduce the cost of capital In tills
country relative to our trading part-
ners. One place to start Is to expand
the lax Incentives for savings, rather
than reducing or eliminating them as
\ivgar§6done by“the Taut Refofm Act of

By Mr STEVENS Lfor birrs/If
and M rkows
S. 377 A brII to Impose a moratorrum
on the abiljty of forclgn bullt vessels
to quality for certain “henefits under
the " Maghuson Fishery Conservation
and Manat{tement Act.” and for other
purposes 0 the Committee on Com-
merce. Science, and Transportation.

MORATORIUM OK SEXE/]TS mu romicx Kl

TEV NS President. i
would Itke to bring to the attention |
live Sepate an Immedrate and poten-
traIIy devastating threat to the ‘devel-
ment of the fishing Industry n
the North PacttIc The thteat [s beir*
cause g vdarrous Inter retatrons uf
the vessél documentation laws aj.0
Ma%nuson Frs ery Conservatr n Xr.g
Management Act (MFCMAI whicn. .f
carrrr to extreme would Rermrt le -
? éprocessrn? com(p s lo_re-
elve pref rential treatment that Con-
ress Intended to reserve for the US.
shrng Indust&/

MFC.MA has a three-tier proc-
ss used In determining allocations |f
|sh within an established conser. »

%uota ectron 204 grants the do-
mestr Industry E rential r.gnt
to harvest and proces fish o the max-
imum extent of |ts capaprty

The second tier Involves .an aIIoc?-
tion to foreign fish processing vessels
w ich receive frsh t sea from U 3.
Sarveersrﬁrrtr vesses bptetgrslsaallrécatror;
[ [ urplu
fptrsh e?t arter the capacrty ofpthe
domestr sector has been rea]c
d tier s estahlis d In sec-
tron 201 ot the MECMA. It Is lowest In
prrorrty nd provides torergn arvest-
g fleets an allocation of any fish re-
m mrng after the first two aflocations
have béen made.
in oruer to oenellt from the prefer-
ence reserved for the domestic Indus-
¥ a lish pocessrng vessel oEeratrng
oftshore within our Exclusive Econom-
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lc Zonemust be documented under the
law* of the Unjted States so « to be a
Cnttrd SUtes fish processor under the
statute. Those Brocessrn vessels not
so Jcnmenled Under thé Jaws of the
United Stales are forettm ftshLnf ves-
sels under the MPCMA and cannot
qualify for a processor preference
This so-called processor preference
has become Increasingly ‘Important
and valuable ss our domestic capacity
to harvest and proctfo fish grows and
the amount of surplus fhh “frrom our
m ne avaiialjle for toreigners declines.
This |sprecrsel?4 what II»c Congress In-
fi rtdedrhe do n stic mdu.itry”ls ?row-
mI%; -licry rtsourcés of the
tedot |tes arc becoming A/ngrlcrm-

The problem Is cnti-< | by sn appar-
ent logphole In_ the law “that could
allow foreign frshrn? comrnnlea . to
ocument fareign-built fish ﬁrocessrng
vrsr-fh under the laws of the Unite
Slates. These re-Hngged vessels could
thea be considered United States fish
luocrssors and fall within the scope of
the rocessorrpreference category out-

lined I sectio

Theforerﬂn frshrng companies, usfr.g
ern?n built vessels, might thereby
benefit from a preference that was
nctrrIntended to be grunted them and
also put the U.S. fishing Industry 3t a
competitive disadvantage due to lower
ve*artconstruction and-labor costs,

Title <g of the United States Code
rartirs tl] docu entation of vessels.
Any vessel of at least 5 net tons mag
he documented If 1t i1s owend by a U.
cittern. partnership, assocratron or
corporation, 46 U.S.C. 12102,

ILIs possible for a corporation to be
forrign-owncd and still operate a
vi-ssit eligible_for U.S. documentation.

Thebw requrres that the cor oratron
must be established under U.S,
and that the resrdent and charrman
of the board be U S. citizens.

la addition, the law requires the
number of a corporation's board of di
rectors, who are noncitizens hbe no
more than a minority of the number
of dnrctors necessary to constitute a
quoram. There is no requirement that
the cormr tion pe owned by U.S. citi-
zen*a

ole or [n par
THIe46 prohibits the use drforcrgst
mgvessel 46

na vessels as fhh haryest-
2108. There 1s no
grohrbrtron on the use of such vesseIs
S T1Sh processors.
The domestrc processing industr
Alast* has also raised concerns a out

theahflrty to use forergn labor on both
ref agged and domestic fish processing

Tre law currentl equrres 75 Ber-

centof aII seamen mployed on a

vessel which de arts rom a U.S. port
ecrtrzens 0 t e Unrte State$ 46

n; plres to fish
processrng 0 kers a as the crew.

Hcoerer. the Coas Guard has In-
loraMme mat mis l[aDor requirement
IS not ipplknble 11 the vessel departs

frxTMafoPergn port.
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Therefore, a forergn fish processing

company is legally capable of estab-
|s |ng%n a corrp]orate subsrdrar% with
ana ent'to document for-

eIm byilt processrn vessels under the
lawi of the United States. BY 0ing so.
these vessels could be entrted to the
domestic ~ processor pref erence em-
bodied.in section 204 of the MFCMA.
In addition, both foreign and domestrc

Processrn vessels maP/ void ‘f
babor lreo\ |rements if the vessels are
a n forei

%ﬁese ﬁ ﬂn the law hinder

Federal fishery mana ﬁrs develo a
nianaip-inent grme Ich el.courages
the contrnued eveIopment of domes-
trcv\pr cer mu; rapacr ){
espread reflagging would Impose
a com etrtrve il advantage on legitl-
maig domeV.sc operatrons which have
ade substantial ir.vertrr.cnts in on-
shore processrn? equipment and U.sS.-
ptn t vessels. Unless sorp]ethrnﬁ gone
orven companies will have the a ||t§
to claim Ihe dntnesOc preference, an
compete with éhe domestic_industry at
greatly reduced cnoital costs,
here is abo tne gotentral for re-
fIattgrneg lo create a competitive disad-
ntage within t estic sector
The ability to reflag orerr{;n bul tv%s-

sels received little™ attention
grgcessors are n W con-

any meanrngful atterr\g)t on the part of

North Tacific until recently.
ecision to build vessels

Domestrc
cerned that

JtUS Shi Prafrds n antici a ion of t g
omes'ic preferer.ee rr0 e turne
Into a cosrly mistake by the rcflanging

?r? restx'r.se to_'he «r >w|rg concern
ol the N'orth Paci..c fj. [p g in ustrelrv
am Intrr-difcirg 1eeisiation” which will
eliminate ihe ability of reflagged ves-
sels. to proo-ss fish

Tips bill 1s desrqned to establish a
level playing field Tor all domestrc 0p-
erators without |m[ped|ng the free flo
of Investment capr a| necessary for the
deveIopment of the h.-rung industry.

Section 1 |mposTs a 19-year. morat?-
rium on the a ||t}/ of forer n built
vessels to engaqe n |s pr cessing
under the d qD oratoérum
applies to foreign- urIt vesses 0Cu-
mented after Januarar know
of no such vessels ocumented after
January 1 and b<vi-\* 1t 1s fair and eg-
Hrtable to ciose Ire loophole as of that

| want to zput forh frrerg[H and do-
mestrc companies on nonce that a race
o reflag vessels during the pendency
the “con ressronal revre rocess
h no p olerated ng panies
which reflag vr-sse..; alter Jar.ua, 7 Lin
antrcdpatron th a Jifferent effective
ate do so at their peri
Section 2 'lruv-m . a permanent re-
quirement Ihat ail i--v) en em loy
on fish procrvur.g v-viri.| d ent%
under the laws of 'he Unrte hates e
U.S. citizens. Irreip-e-u - of the port
from which's jch vevw's —ay depart.
Sectjon 3 addrev-I-s an ssue wnicn, ts
related to anom-r v. p'-rt of activities
by foreign fish pr'>—<»n It has come

January G2, 1987

to my attention that the law permits
U S. ‘cargo vessels to deIrver frsh Into
US. ports from foreign fish proce*-

sors. even though direct delivery b
trae foreign processor itself ts prohibit-

e

The Federal Government has very
little Information about the actudl
extent of such transhipment of fish
products, This section grants the Sec-
retary of Commerce the authority lo
Issue” requlations requrnnsg Us. carqo
vessels en?aged In " transhipmen
provide information on the extent to
which this actrvrtSy is taking place, It
ai-0 requires the Secretary o submit a
reBort wrtInn *3months un the polcn-

let of such *rarerhrEmmt on
the development of the US. fLshing In-
dusiry. and 10 provide recommenda-
tions. on _how lo best regulate ihu
practice, if necessary.

Sectjon 4 provides for the termina-
tion of the %rovrsrons cf this act at the
end of a 10-year period. This sunset
provrsron is necessary to ensure IhAl
he provisions of this legislation did In
fact ‘as."1st In the continuing Americani-
zation of the U5, fishing Industry.

The fishermen  and ~processrs of
Alaska have convrnced me of the ur-
?ﬁncy of addressing these Issues. so

at “Investments Inthe domestic fish-
Ing Industry can continug 3pace. |
urge the Senate to review ihls Issue as
quickly w possible.

Mr. President. | ask unanimous con-
%elnto%gat the bill be printed in the

There being no objection, the bill
war ordered “to be printed In the
Rccord, as follows:

S. 377
%e if e~aclrd by It\e .Vmair epd Ilousc o/
?res )at the Unfed _Sfufra

erpreéen

hmt ain Congrers cjh-tnbltd. Th»UI noo
au andir.g a provision of ls»,

? ge ugn vr)ltﬁ ﬁ({ aw [torergn ur’t
vrvel do'-umente er me laws of
United Slain afrr January 1 1SH7 o
enoa e in the processrng of fish for commer-
clal Use or co 30

Sec 3.°S 103'Si of title 48. United
Slates Code lj amend d—

.1. 0v sinking or }/acht ang .rvsvrtmg in
|.-J thereot . ach fAreign-built inn
u. ucrssu \-SSe

Ienrencye t?rdmtgolglmc rdratelﬁ of ttenethse rrlrresrtr

mplov-d on a procgssing vessel docu-
Phernltebde %H?zeernshg Ita]va Onr en leed States
3. ec ion Har of t?re Rrvtaed
Statute* of the Unr c& (46 ﬁ]o
S C 151m| I ame din at
end the fol owrng e Se retary of Com-
merce may ISSU¢ such re ulatrons aa the
?ecretar)(] consrders necess ¥ to obt rn n
ormatro on te trans ortation 0
P vtcfa ves ne United State*
rom foreign Tis proccvan gsaete to
gotnu in "he United hes ecretar
haU juomil a reporf to t eSenate Cormmf.
oo Gommerce. Science and Tranapor*-
on and to Uve House CommuIIee oo Uer-
qt Marine, anH Fisher
i 1sfet ing UTortt wrthrn su months o the
of enactment of
qﬁ %n eral-jitlon oH the potentra(J Impact
of snr transf)ortallon of fish products on
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the development of the domestic United
Stales tlshinif industry: and

mi recommendations. If any. for lexisla-
l.on or other iction to rervjl*ic Juch Intns-
puriiiiun ol tlsh products in amanner most
urnrliciaj to the future development of the
dumrslic United Stales fishing industry: and

i2i a. such other times as the Secretary of
Commerce determines that legislation Is
n cried to v-sure the full development of
tne domestic United Slates fishing Industry.

F‘rc 4. The provisions of this Act shall be
effective untit June I, 1997

Mr. MURKOWSKI, Presrdent
it 15 a pleasure to Join my call ea%
Senator Stevens, In introd ucrn?
legislation of vital Importance to the
$dVihu.mrnt oft a strong US. fish

r

Tins hget Iatlony would remove a
loophole caused by various inter reta-
tions of the vessel p}mentatro laws
and the Magr.uson Fisheries an
servation Mana emenh Act. It WOlh
Impose a 10-year prohibition on t
use of reflaggéd foreign vessels for the
purposes of fish processmg

Documentatro} oes not require
that a vesEeI e built In the Unitc-d
Stales or that corporations seeking to

p ment a vessel have U.S. share-
olders. The law does restrict the use
of eflagged ve sels In the coastwrF
trade a ish harvesting vessels
However there IS no restriction on the
t.c of reflagged vessels as fish process-
In vessels
oophole, if not closed, could
r-u:lt In asrtuatron in which a orerg
processrng company can. by merer 5-
abhshrng a U'S. subsidiary and”em-
go ying “minimal U.S. manag ement
focp\ment a foreign \(,essel as]a "vessel

the United States" and thereby

ceive access to prime fishin areas re-
s]erved for the omesthc In ustrP/

h processed on such a vesse coud
then be drrectlkl delivered to markets
||the United State

In order to t-n ourn e e deve'-0
meal ¢ astronﬁ ome ish process
u-z Industry, the MFCMA grants the
authdrrt1 0 reserve ocess tén rime
p resources ort omestic
iling . Industry. Un S.olaw, a
vessel |s consrnered a vessel of the
United States” if It is documented
under U.S. law.

Because U S. law does not require
vessels of the Unrted Stal&s** whrch

emb from forel p rts to emplo
aorot%tt temalseran
c |e 0 thrss vesses could enjoy

this acoess wh |e em
nantly orergn seame
¢ law | rrently stands has put

essorstan donsdoret rocessolrst at ta
competitjve disadvantage in relation
ed Jinie S the b

re aoﬂg processors

9 nd at er In the rights o ex-
|st|n r[; rocessrnﬁ vesses a
100 percen U.S." citizens p require-
ment would be Imposed Tor crews
workin t]hese vessels. This require-
ment, and t 0-year prohibition OH
the Use o vessels for fis

0CesS ould serye to level the
B[ay?ngl?rgeldwfour all fersh prooess\ors.
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Con-

re- Int

loying predomi-

u
UI'[ and manne oftshore proc-

Finally, let me note the Importance
of additional
tion requiring the Secretary o
merce to Investigate the ‘extent to
which transshipment, the practrce by
which foreign  processors transfer
processed fish to US cargo vessels for
delivery lo the U.S. market, rray
Impair“the contrnurng effort to fully
develop the U.S. fishing Industr

In the closing days of the 99th
?ress | Introdtced simjlar Ieorslatron
0 call to my colleagues’ attention the
need to address this serrous problem, |
am pleased to Join my colleague. the
H-nmr Senator from "Al.vka “In once
agarn addressrntg this i-suc and | urr%]

ues fo g

n/sﬁ fadiny o jomn 18 In"suppori

Mr T URMON

3 to am nd the Tariff
Sche ules of the Uniteq States to con-
th tie the suspension of duty on men-

feedstocks; to the Co mittee on
Finance.
suspension or duty on menthol rLrasiocxs
o Mr. . Mr. . President,
today | am introdycing a bill t at was
introduced by me In tne 99th ongress
mhich would™ f
porar sus ensron of the uI
ain. menthol eddstochs Th
stocks are utilized by domestic mr-nu-
feltrrcrs to produce sg/nthetrc men-

chemrcals W% IS |mpo ed on these
Ir.to the Unrteg

dustries that produce these particular
feedstocks, this duty affords no pro-
Iectlr]on to.an (ihemrcal manufacturer

e United Slates. To the contrary
it Imposes an unnecessary f mancral
purden on the US. menthol industry
byTronc(reelaesrgg pmﬂHn“OensngrSsturden i
|ntr0 uce a br? f83 toytem

HS pend t'e dutr{ on mentho
stoc S That legislation was ultimately
lhcerporeVd into the Miscellaneous
Tarrfr Act of 1984

n Octoper .954,
%uspensi%n of this

Unfortunately, th
our domestic ‘menthol industry. ha
worsened since 1984. There are strll no
Amerrcan (producers of menthol feed-
stocks. Amerjcan menthol mdus-
tr must Import these vital feedstocks

gro uce menthol products. The

rrcatn menthot In ustr¥ s then
rce 0 compete against foreign
c roduce% ment?t roductsgm
omes o and mternatrona markets
[n 1984, mar et rice for the |n-
Ishe ment 0l pro uct was $10.70 E
ound. Since that time, the market

[rce has steadrly decme h de-

ine in market p ctr)) uet foreign
countries which™ subsidize .and protect
their menthol pr ducers Thrs decline
In prices has had a severe impact on
our domestrc In ustr% The " United
Stales has onl oredo estic

turer of menthol. This groducer has
suffered a 40-percent drop In operat-

which. became law
It provided tor the

srtuatron facrn%

senate

provisions of this legisla-
om-

Con-

urther extend the “tem-
on cer-
se feed-

hesy arc Imported
Stales from West Ger-
manplesrnce trrere are no domestic in-

porarr-
feed-

s duty until Decem-

manufac-
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mg profits from 1985-1986. Desprte
eroding profits, this company

manaded to majntain Its market share
over past few years. However, if
the suspension of ting duty Is.not ex-
%ﬁnclted dthet tuttlrrekotb domestic men-

ol produyction |ooks

Thrps bill” would srmpﬁy exiend the
suspension of the duty” on menthol
feedstocks for 5 more years, untjl De-
cember 31. 1992. It would permit the
continued receipt of the "particular
feedstocks necessary to produce men-
thol without paying a duty,

Mr. President. | Tealize” this bill _viil
not solve all the numerous trade dj 'ft-
culties fared by our domestic menthol
ir.dmtry. Howev'i.-r, It would arvust one
domestic business’ In It3 competition
against foreign manufacturers. e will
help preservé the American menthol
Indus rz and many American Jobs. For
these reasons. | urge the prompt pas-
sage of this Important legislation

B Mr. THURMOND
hill 1o amend the Tariff
Schedules ot the United Slates with
respect to exlracorporcal shock wave
Ilthotr.plers: to the Committee on Fi-
nance.

chaxcoRrofIr U. shock-wavi LmiOTRimzts
. URMOND. Mr. President,
tod a am Introducing Iegrslatron
whr rs desrgned to remecy n exist
%Ine quity In the Tariff hedu es of
United States concerning the clas-
sr fication = of extnvcorporeal shock
wave Irthptrr
The ex racorporeal shock wave lith-
oiripter Is a new invention which 9en-
erates a shock wave to, disintegrate
kidney stones without invasive’ sur-
?nerx At present, the onI?/ lithotri |cr
ufacturer which has received
rut% Admrnrstratron approval for
use in the United tates rs Dormer
Medical Systems, which Is based |n
West Germany. There re no omestrc
[nﬁnufacturer resen% ucrng
I ott pter approved ur Govérn-
me

The Irthotrlprer enables patrents to
avald sur er¥ duces pam and suf-
fering. p |ent ospitalization, and
the cost of kidne stone treatment. In
fact, many lithotripter procedures. can
he ertormed on an outpatient basis.

nder the refs nt tarrff schedule,
lithotri ter al u